




Date of Committee Action: V ffc /o 3 _________

The FINANCE Committee considered: HB 224

HOUSE BILL NO. 224 CIGARETTE SALES REQUIREMENTS

"An Act relating to a tobacco product manufacturer's compliance with certain statutory requirements regarding 
cigarette sales; and providing for an effective date."
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FISCAL NOTE
S T A T E  O F  A L A S K A
2003 L E G IS LA T IV E  SESSION

Revision Dale/Time (Note if correction):
COMPLIANCE WITH TOBACCO MASTER 
SETTLEMENTTitle

Fiscal Note Number 
Bill Version:
( ) Publish Date:

Dept. Affected:

BRU

HB 224

Health & Social Services 

State Health Services

Component Tobacco Prevention and Control

Sponsor 

Requester 

E x p e n d itu r e s /R e v e n u e s

HOUSE (RLS) BY REQUEST OF 
THE GOVENOR_______________

HOUSE (L&C)_________________ Componont No. 

(Thwsanfe&f-P.QUarsL
2384

Note: Amounts do not Include inflation unless otherwise noted below.
OPERATING EXPENDITURES . F Y 2004 FY 2005 FY 2006 FY 2007 FY 2 0 0 9 . FY 2009
Personal Services
Travel
Contractual
Supplies
Eouipment
Land & Structures
Grants & Claims
Miscellaneous

T O TA L O PER A TIN G 0 .0 0.0 0 .0 0 .0 9 -0 O J

C A PITA L EX PEN D ITU R ES

C H A N G E  IN R EV EN U ES (0)

FUND S O U R C E (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
10C5 GF/Program Receipts
1037 GF/Mental Health
Other(Specify Type-do not abbreviate)

TOTAL 0.0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (FY 2003) c o s t :  _____________  _____________
M ark  t h i s  b o x  (X) If fu n d in g  f o r  t h is  b ill Is  In c lu d e d  In th e  G o v e r n o r 's  FY 2 0 0 4  b u d g e t  p r o p o s a l :  I I

P O SIT IO N S______________________________________________________________________________________________________________
Full-time
Part-time
Temporary

A N A L Y SIS: (Attach a separata page If necessary)
HB 224 requires tobacco manufacturers who are not participating in the Tobacco Master Settlement Agreement to 
register with the Department of Revenue and report their sales to the State. These manufacturers are alieady 
responsible for contributing a set percentage of their tobacco sales to an escrow account established under AS 
45.53. HB 224 will aid the State In the enforcement of AS 45.53. The department supports this bill.

The Department of Health & Social Services would not be directly Involved in enforcement of this new law, and 
would not experience a fiscal impact as a result of passage of this legislation.

Prepared by: Dquq Bruce. Director_____________________________________ Phone 465-3090
Division Public Health_______________________________________ Date/Time 04/16/2003
Approved by: Joel S. Gilbertson. Commissioner______________________  Date 04/16/2003
Agency Department of Health and Social Services

(RavlMd 9/2002 OMD) Page 1 of 1



FISCAL NOTE

2003 LEGISLATIVE SESSION Bill Version:
(H) Publish Date:

STATE  O F A LA S K A  Fiscal Note Number:

Revision Date/Time (Note if correction):_________________________Dept. Affected:
Title "An Act relating to a tobacco product manu-_______BRU Civil_______________
facturet's compliance with certain statutory requirements , . Component  Commercial________
Sponsor Rules Committee_____________________________________________________________
Requester Governor Component No. 2211

Expenditures/Revenues______________________________ (Thousands of Dollars)
Note: Amounts do not Include inflation un'ess otherwise noted below._____________________
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES | I I I I I

ICHANGEIN REVENUES ( ) I I I ~~ I I I I

FUND SOURCE _______________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

HB 224 
3/28/03

Law

Estimate o f any current year (FY2003) cost: 0.0
Check th is  box (X) if funding fo r th is  b ill is included in the Governor’s FY 2004 budget proposal: I I

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata papa if necessary)
This bill, based on a model developed by the National Association of Attorneys General in cooperation with 
a working group of participating states, is designed to aid state enforcement of the tobacco product Master 
Settlement Agreement (MSA) and AS 45.53, and thus preserve, to the fullest extent possible, the revenue 
stream under the MSA. One of the provisions of the MSA required states to enact legislation that would 
"level the playing field" for non-participating tobacco manufacturers, by requiring them to deposit money 
into escrow for every cigarette they sell in the state. Since 1999, participating states have detected 
concerted efforts to evade the legislative escrow requirement. This bill is intended to end those efforts.

This bill will have no fiscal impact on the Department of Law.

Prepared by: Joan M. Kasson  Phone (907) 465-5370
Division Attorney General's Office Dale/Time 1/28/03 11:30 AM

Approved by: Kathryn Daughhetee for Gregg D. Renkes, Attorney General Date 1/28/2003_______
Agency Department of Law_______________________________________

(Ravtifd 9/2002 OMB) Page 1of 1
C O M M I T T E E  C O P Y



FISCAL NOTE
STATE OF ALASKA
20()j  LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title Hearing Process:

Master Settlement Agreement

Fiscal Note Number:
Bill Version:
(H) Publish Date:

Dept. Affected: 
> R U
"Component

HB 224
3/28/03

Revenue Operations
Tax Division

Sponsor
Requester

Rules Committee
Governor

E x p e n d itu re s /R e v e n u e s

Component No, 

(Thousands of Dollars)

2476

OPERATING EXPENDITURES FY 2004 FY 2005 FY 2008 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment
Land C Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDfTURES

ICHANGE IN REVENUES ( ) I I I
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Mark this box (Y) If funding for this bill is included in the Governor's FY 2004 budget proposal: |

POSITIONS
Full-time 
Part time 
Temporary

ANALY SIS: (Attach a separate pope if  necessary)

This legislation would have no significant fiscal Impact on the Department of Revenue. The intent is to aid 
the state in the enforcement of the nationwide tobacco products Master Settlement Agreement, therefore 
preserving, to the fullest extent possible, the revenue stream from that agreement.

The legislation would aid the state in its enforcement efforts against non-participating tobacco 
manufacturers that may try to circumvent the terms of the agreement.

Prepared by: Larry Perslly, Deputy Commissioner________________________  Phone 465-5469
Dlvlslor Department of Revenue___________________________________  Date/Time 1/29/03 11:23 AM

Approved by: Larry Perslly, Deputy Commissioner_______________________________ Date 1/29/2003_______
Agency Department of Revenue___________________________________

(Revised 9/2002 OMB) Page 1 0f_1_



FISCAL NOTE
STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) 
Title "An Act relating to a tobacco product manu­
facturer's compliance with certain statutory requirements . .  

Rules Committee

Dept. Affected:
'BRU

Fiscal Note Number:
Bill Version:
(H) Publish Date:

1
HB 224
3/28/03

Law
Civil

Component Commercial

Requester Governor Component No. 2211

E xp e n d itu re s /R e ve n u e s (Thousands o f Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | I I I I

CHANGE IN REVENUES ( ) | I I I !

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any current year (FY2003) cost: 0.0
Check th is box (X) If fund ing fo r th is  b ill is included in the Governor’s FY 2004 budget proposal: ' l

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqo if necessary)
This bill, based on a model developed by the National Association of Attorneys General in cooperation with 
a working group of participating states, is designed to aid state enforcement of the tobacco product Master 
Settlement Agreement (MSA) and AS 45.53, and thus preserve, to the fullest extent possible, the revenue 
stream under the MSA. One of the provisions of the MSA required states to enact legislation that would 
"level the playing field" for non-participating tobacco manufacturers, by requiring them to deposit money 
into escrow for every cigarette they sell in the state. Since 1999, participating states have detected 
concerted efforts to evade the legislative escrow requirement. This bill is intended to end those efforts.

This bill will have no Fscal impact on the Department of Law.

Prepared by: 
Division

Approved by: 
Agency

Jonn M. Kasson
Attorney General's Office

Phone (907) 465-5370 
Dale/Time 1/28/03 11:30 AM

Kathryn Daughhetee for Gregg D. Renkes. Allornoy General 
Department of Law_____________________________________

Date 1/28/2003

(Rov.Md 9'2002 OMO)
C O M M I T T E E  C O P Y

Page 1of 1



F I S C A L  N O T E

STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title Hearing Process:

Master Settlement Agreement

Fiscal Note Number:
Bill Version:
(H) Publish Date:
Dept. Affected:

; b r u
"Component

HB 224
3/28/03

Revenue Operations
Tax Division

Sponsor
Requester

Rules Committee
Governor

Expenditures/Revenues
Note: Amounts do not include Inflation unless otherwise noted below.

Component No. 

(Thousands of Dollars)

2476

OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment
.and & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | | I I I

[CHANGE IN REVENUES ( ) I I I I I I

FUND SOURCE (Thoi 3ands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Typo-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any current year (FY2003) cost:
Mark th is box (X) if funding for this bill is included

POSITIONS

0.0
rnor's FY 2004 budget proposal:in the Gove I

Full-time
Part-time
Temporary

ANALYSIS: (Attach a soparato papa i f  necessary)

This legislation would have no significant fiscal impact on the Department of Revenue. The intent is to aid 
the state in the enforcement of the nationwide tobacco products Master Settlement Agreement, therefore 
preserving, to the fullest extent possible, the revenue stream from that agreement.

The legislation would aid the state in its enforcement efforts against non-participating tobacco 
manufacturers that may try to circumvent the terms of the agreement.

Prepared by: 
Division

Approved by: 
Agency

Larry Perslly, Deputy Commissioner Phone 465-5469
Department of Revonue Date/Time 1/29/03 11:23 AM

Larry Perslly, Deputy Commissioner Date 1/29/2003
Department of Revenue

iRevtsed 9̂2002 OMB) Page 1 of _1_



F R A N K H .  M U R K O IV S K I ,
G O V E R N O R

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

OFFICE OF THE A TTORNEY GENERAL

Civil Division - Juneau Commercial Section 
P.O. 110X110300-DIMOND COURT HOUSE 
JUNEAU. ALASKA 90S11-0300

PHONE: (907)465-3600 
FAX: (007)465-2530

H B  2 2 4  

H o u s e  F in a n c e  C o m m it te e  

A p r il 16 , 2 0 0 3  

1:3 0 p m

T e s t im o n y  o f  M ic h a e l  A . B a r n h ill ,  A s s t . A t to r n e y  G e n e r a l

T h a n k  y o u  M r. C h a ir . M y  n a m e  is  M ik e  B a r n h ill . I a m  e m p lo y e d  b y  th e  A la s k a  D e p ’t o f  

L a w  a s  an  A s s i s t .  A t to r n e y  G e n e r a l in  th e  C o m m e r c ia l  S e c t io n .  I a m  p le a s e d  to  t e s t i f y  o n  

b e h a l f  o f  th e  a d m in is tr a t io n  in  su p p o r t  o f  H B  2 2 4 ,  th e  b i l l  b e fo r e  y o u .

In y o u r  b il l  p a c k e ts  y o u  s h o u ld  h a v e  a c o p y  o f  th e  b a c k g r o u n d  a n d  s e c t io n a l  a n a ly s is  I 

p r e p a r e d . I d o n ’t in te n d  to  r e a d  th e  e n t ir e  d o c u m e n t  fo r  y o u ,  b u t I w i l l  to u c h  th e  s a l ie n t  

p o in t s  fo r  y o u r  c o n s id e r a t io n .

B y  w a y  o f  b a c k g r o u n d , a s  y o u  a ll k n o w , th e  S ta te  o f  A la s k a ,  a lo n g  w ith  4 5  o th e r  s ta te s  

s e t t le d  its  t o b a c c o  l i t ig a t io n  w ith  th e  m a jo r  to b a c c o  m a n u fa c tu r e r s  in 1 9 9 8 , in  e x c h a n g e  

fo r  a  s tr e a m  o f  p a y m e n ts  th a t  w o u ld  la s t  in d e f in it e ly .  O n e  o f  th e  te r m s  o f  th is  “ M a ste r  

S e t t le m e n t  A g r e e m e n t ” is  th a t th e  p a y m e n ts  c a n  b e  r e d u c e d  b y  w h a t ’s c a l le d  a “ n o n -  

p a r t ic ip a t in g  m a n u fa c tu r e r  a d ju s tm e n t”  o r  “N P M  a d ju s tm e n t .” T h e  M S A  p r o v id e s ,  

h o w e v e r ,  th a t s ta te s  c a n  a v o id  an  N P M  a d ju s tm e n t  b y  d o in g  t w o  th in g s :  ( 1 )  e n a c t  th e  

m o d e l  N P M  s ta tu te  a n d  ( 2 )  d i l ig e n t ly  e n fo r c e  th at s ta tu te .

T h e  m o d e l  N P M  s ta tu te  is b a s ic a l ly  a s ta tu te  th a t l e v e l s  th e  p la y in g  f ie ld  b e tw e e n  to b a c c o  

m a n u fa c tu r e r s  th a t p a r t ic ip a te d  in  th e  s e t t le m e n t  a g r e e m e n t  a n d  th o s e  th at d id  n o t— it 

r e q u ir e s  th e  n o n -p a r t ic ip a t in g  m a n u fa c tu r e r s  to  d e p o s it  c e r ta in  a m o u n ts  o f  m o n e y  in to  an  

e s c r o w  a c c o u n t  fo r  e v e r y  c ig a r e t te  s o ld  in  th e  s ta te . In 2 0 0 1 ,  fo r  in s ta n c e , an  N P M  w a s  

r e q u ir e d  to  d e p o s i t  a p p r o x im a te ly  1 .5  c e n ts  in to  e s c r o w  fo r  e v e r y  c ig a r e t te  s o ld .

A la s k a  e n a c te d  th e  m o d e l  N P M  s ta tu te  in  1 9 9 9  ( A S  4 5 .5 3 )  a n d  h a s  b e e n  d i l ig e n t ly  

e n f o r c in g  it s in c e  its  e n a c tm e n t .

S in c e  th e  e n a c tm e n t  o f  th e  N P M  s ta tu te , h o w e v e r ,  A la s k a  a n d  m a n y  o th e r  s ta te s  h a v e  

fo u n d  th at e n f o r c in g  th e  N P M  s ta tu te  is  u n n e c e s s a r i ly  d i f f ic u l t  in s o m e  s itu a t io n s .

U s u a l ly  th e s e  s i tu a t io n s  in v o lv e  c a s e s  w h e r e  th e  to b a c c o  m a n u fa c tu r e r  is  lo c a te d  in  a far- 

f lu n g  j u r is d ic t io n  l ik e  In d ia  o r  th e  P h i l l ip in e s .  W h ile  it is  p o s s ib le  to  s e e k  e n fo r c e m e n t  o f  

A la s k a  la w s  o n  c o m p a n ie s  in fo r e ig n  c o u n tr ie s  it is  n o t n e c e s s a r i ly  e a s y .



April 10,2003
Page 2

A s  a s o lu t io n ,  s ta te s  b e g a n  lo o k in g  fo r  w a y s  to  e n h a n c e  th e ir  a b i l i t y  to  e n fo r c e  th e  N P M  

s ta tu te s . In  2 0 0 1 ,  A la s k a  a n d  M a in e  b e c a m e  th e  f ir s t  s ta te s  to  e n a c t  “ c o m p lim e n ta r y  

l e g is la t io n ” . A la s k a ’s  c o m p lim e n ta r y  le g is la t io n  is  fo u n d  a t A S  4 3 .5 0 .1 4 5  a n d  b a s ic a l ly  

c r e a te s  a l i s t  o f  c o m p a n ie s  th a t h a v e  fa i le d  to  c o m p ly  w ith  o u r  N P M  la w s  a n d  d e c la r e s  

th e ir  c ig a r e t te s  to  b e  c o n tr a b a n d  a n d  s u b je c t  to  s e iz u r e .

O th e r  s ta te s  f o l l o w e d  s u it  a n d  e n a c te d  th e ir  o w n  v e r s io n s  o f  c o m p lim e n ta r y  le g is la t io n .  

B y  2 0 0 2 ,  th e r e  w e r e  v a r io u s  v e r s io n s  o f  c o m p lim e n ta r y  l e g is la t io n  a ro u n d  th e  c o u n tr y  

a n d  it b e c a m e  c le a r  th a t th e r e  w a s  a  n e e d  fo r  u n ifo r m ity .

T h e  N a t io n a l  A s s o c ia t io n  o f  A t to r n e y s  G e n e r a l fo r m e d  a w o r k in g  g r o u p  in  2 0 0 2  w ith  th e  

g o a l o f  d r a f t in g  a m o d e l  c o m p lim e n ta r y  le g is la t io n  s ta tu te . H B  2 2 4  is  th e  p r o d u c t  o f  th a t  

w o r k in g  g r o u p  a n d  N A A G  h a s  u r g e d  a ll s ta te s  to  e n a c t  th is  l e g is la t io n  a s  a h ig h  p r io r ity .

S im p ly  p u t, H B  2 2 4  e n h a n c e s  o u r  a b i l i t y  to  e n f o r c e  A la s k a ’s N P M  s ta tu te  b y  c r e a t in g  a 

“ d ir e c to r y ” o f  c ig a r e t te s  th a t a r e  p e r m it te d  to  b e  s o ld  in  A la s k a .  A  c o m p a n y  c a n  b e  

a d d e d  to  th e  d ir e c to r y  s im p ly  b y  a n n u a lly  c e r t i f y in g  to  th e  D e p ’t o f  R e v e n u e  th at th e y  are  

e ith e r  (a )  a  p a r t ic ip a t in g  m a n u fa c tu r e r  u n d e r  th e  M S A  o r  (b )  a n o n -p a r t ic ip a t in g  

m a n u fa c tu r e r  th a t h a s  c o m p lie d  w ith  A S  4 5 .5 3  b y  d e p o s i t in g  a ll r e q u ir e d  a m o u n ts  in to  

e s c r o w .

H B  2 2 4  r e q u ir e s  to b a c c o  m a n u fa c tu r e r s  to  p r o v id e  in fo r m a t io n  a b o u t  th e ir  p r o d u c ts  to  th e  

D e p ’t o f  R e v e n u e  to  a id  in  e n f o r c e m e n t  e f fo r t s .  It p r o v id e s  p e n a lt ie s  fo r  fa ilu r e  to  

c o m p ly .  It p r o v id e s  fo r  s e r v ic e  o f  p r o c e s s  u p o n  th e  D e p ’t o f  C o m m u n ity  a n d  E c o n .  

D e v e lo p m e n t  fo r  c o m p a n ie s  th a t r e fu s e  to  c o m p ly  w ith  o u r  la w  a n d  fa il to  a p p o in t  an  

in s ta te  a g e n t  fo r  s e r v ic e  o f  p r o c e s s .  L a s t ly ,  it p r o v id e s  a ta x  c r e d it  fo r  c ig a r e t te  

d is tr ib u to r s  th a t im p o r t  c ig a r e t te s  th a t are  l is te d  o n  th e  d ir e c to r y  a n d  th a t are  s u b s e q u e n t ly  

d e - l i s t e d — th is  e n s u r e s  th a t d is tr ib u to r s  w i l l  n o t  b e  le f t  “ h o ld in g  th e  b a g ” o n  c ig a r e tte  

ta x e s  fo r  a to b a c c o  m a n u fa c tu r e r  th a t fa i ls  to  c o m p ly  w ith  A la s k a  la w .

I ’m  d e l ig h te d  th at th e  a d m in is tr a t io n  su p p o r ts  th is  b ill  a n d  I u r g e  y o u r  su p p o r t  o f  it. I ’d  

b e  h a p p y  to  a n s w e r  a n y  q u e s t io n s  th e  c o m m it t e e  m ig h t  h a v e .



F rank H. Murkowski P.O. BOX I 1000 1 
J u n e a u . A l a s k a  9981 1-0001 

(907) 4C5-350C*
FAX (907) 465-3532 

WWW.GOV.STATE.AK.US

G o v e r n o r

GOVERNOR0GOV.STATE.AK.US
S t a t e  o f  A l a s k a

O f f i c e  o f  t h e  G o v e r n o r  
J u n e a u

March 27, 2003

The Honorable Pete Kott 
Speaker of the House 
Alaska State Legislature 
State Capitol, Room 208 
Juneau , AK 99801-1182

Dear Speaker Kott:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am 
transm itting a bill relating to a tobacco product m anufacturer's compliance 
with certain statutory requirements regarding cigarette sales.

The model for the bill was drafted by the National Association of 
Attorneys General in cooperation wit! a working group of participating states 
and is designed to aid state enforcement of the tobacco product Master 
Settlement Agreement and AS 45.53, and thus preserve, to the fullest extent 
possible, the revenue stream under the Master Settlement Agreement. We 
understand tha t most of the 46 participating states will seek to pass this 
legislation in their respective upcoming legislative sessions. We also 
understand that the bill has been reviewed and approved by two of the 
principal tobacco parties to the Master Settlement Agreement, Phillip Morris 
and RJ Reynolds.

In 1999, 46 states, including Alaska, collectively settled their claims 
against certain tobacco m anufacturers and entered into the "Master Settlement 
Agreement" (MSA). Under the MSA, the participating tobacco product 
m anufacturers agreed to pay certain am ounts to the settling states in 
perpetuity in exchange for dismissal of the states' lawsuits. One of the 
provisions of the MSA, however, required that the states enact legislation tha t 
would "level the playing field" for non-participating tobacco m anufacturers.
This leveling legislation required such non-participating tobacco m anufacturers 
to deposit money into escrow for every cigarette they sold in the state. The 
intent of this escrow requirement was to prevent the non-participants from 
underm ining the overall goals of MSA by guaranteeing "a source of 
compensation and to prevent such m anufacturers from deriving large, short­
term profits and then becoming judgment-proof before liability may arise." See 
sec. 1, ch. 4 LA 1999.
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Since 1999, the participating states have detected concerted efforts by 
non-participating tobacco m anufacturers to evade the legislated escrow 
requirem ents. Various schemes have been employed, often through use of 
elusive foreign tobacco m anufacturers, to attem pt to circumvent the 
requirem ent of escrow deposits.

This bill seeks to bring an end to these schemes. In order to sell 
cigarettes in this state, a tobacco product m anufacturer will have to annually 
certify tha t it is in compliance with AS 45.53. Additional^, tobacco product 
m anufacturers m ust include certain information tha t will assist the 
Departm ent of Revenue in its enforcement efforts in this regard.

The Department of Revenue will publish and update a directory of 
cigarettes tha t are approved for sale in this state. Cigarettes tha t are not listed 
in this directory are contraband and may not be sold in the state. The bill 
provides for civil penalties for selling or possessing contraband cigarettes.

The enactm ent of this bill will bring an end to efforts b}f non-participating 
m anufacturers to evade their obligations to deposit escrow for their in-state 
cigarette sales.

I urge your prompt and favorable action on this measure.
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I .  B A C K G R O U N D

O n  N o v e m b e r  2 3 ,  1 9 9 8 , A la s k a  an d  4 5  o th e r  s ta te s  (p lu s  th e  D is t r ic t  o f  C o lu m b ia  a n d  5 

te r r ito r ie s )  e n te r e d  in to  th e  T o b a c c o  M a s te r  S e t t le m e n t  A g r e e m e n t  ( “ M S A ” ) w it h  c e r ta in  

T o b a c c o  P r o d u c t  M a n u fa c tu r e r s  (k n o w n  a s “ P a r t ic ip a t in g  M a n u fa c tu r e r s ” o r  “ P M s ” ). 

T h e  M S A  p r o v id e s  th a t in e x c h a n g e  fo r  th e  P M s ’ a g r e e m e n t  to  m a k e  s p e c i f i e d  p a y m e n ts  

to  th e  S e t t l in g  S ta te s  — e s t im a te d  to  e x c e e d  $ 2 0 0  b i l l io n  th r o u g h  2 0 2 5  -  a n d  th e ir  

a g r e e m e n t  to  a b id e  b y  e x t e n s iv e  p u b lic  h e a lth  r e s tr ic t io n s  o n  th e  a d v e r t is in g , p r o m o t io n  

a n d  m a r k e t in g  o f  c ig a r e t te s ,  th e  S e t t l in g  S ta te s  a g r e e d  r e le a s e  th e  P M s  fr o m  c la im s  b y  

th e  S t a t e s .1

T h o s e  n o n -p a r t ic ip a t in g  T o b a c c o  P r o d u c t  M a n u fa c tu r e r s  th a t d id  n o t  s ig n  th e  M S A  

( “ N o n -P a r t ic ip a t in g  M a n u fa c tu r e r s” o r  “N P M s ” ) w e r e  n o t  r e le a s e d  fr o m  p o te n t ia l S ta te  

c la im s  an d  d id  n o t  u n d e r ta k e  a n y  o f  th e  p a y m e n t  o b l ig a t io n s  o r  a g r e e  to  a b id e  b y  th e  

p u b lic  h e a lth  r e s tr ic t io n s . In  o rd er  to  e n su r e  th at S e t t l in g  S ta te s  th a t s u c c e s s f u l ly  s u e  

N P M s  in  th e  fu tu r e  w i l l  h a v e  a fu n d  a g a in s t  w h ic h  th e y  c a n  r e c o v e r  a n y  j u d g m e n t  o r  

s e t t le m e n t  m o n e y s ,  th e  M S A  in c lu d e s  a p r o p o s e d  “ M o d e l S ta tu te ”  th a t, i f  e n a c te d  b y  a  

S e t t l in g  S ta te , r e q u ir e s  N P M s  to  m a k e  a n n u a l p a y m e n ts  in to  a q u a l i f ie d  e s c r o w  fu n d  

b a s e d  o n  th e  n u m b e r  o f  th a t N P M ’s c ig a r e t te s  s o ld  in  th e  S ta te .2 T h e  M o d e l  S ta tu te  is  

a ls o  in te n d e d  to  p r e v e n t  N P M s  fr o m  r e a p in g  a w in d fa ll  b e n e f i t  b y  s e l l in g  c ig a r e t te s  in  a 

S e t t l in g  S ta te  w ith o u t  b e a r in g  th e  c o s t s  th a t c ig a r e t te  s m o k in g  im p o s e s  o n  th e  S ta te .

T h e  M o d e l S ta tu te  d e c la r e s :

It w o u ld  b e  c o n tr a r y  to  th e  p o l ic y  o f  th e  s ta te  i f  t o b a c c o  p r o d u c t  m a n u fa c tu r e r s  

w h o  d e te r m in e  n o t  to  e n te r  in to  s u c h  a s e t t le m e n t  c o u ld  u s e  a  r e s u lt in g  c o s t

T h e re leased  c la im s g en era lly  in c lu d e  c la im s arisin g  ou t o f  or in a n y  w a y  related  to (a) 
the u se , sa le , d istrib u tion , m anufacture, d ev e lo p m en t, ad vertisin g , m ark etin g  or health  e f fe c ts  o f,
(b ) the ex p o su re  to, or (c )  research, sta tem en ts, or  w arn in g s regard ing , to b a cco  p roducts. M S A  
§II(nn).

2 A la sk a ’s “ m o d e l statu te” w a s en acted  in 1999  (ch . 4 6 , S L A  1999) and is found  at 
A S  4 5 .5 3 .



a d v a n ta g e  to  d e r iv e  la r g e , sh o r t-te r m  p r o f it s  in  th e  y e a r s  b e fo r e  l ia b i l i ty  m a y  a r is e  

w ith o u t  e n s u r in g  th a t th e  s ta te  w i l l  h a v e  an  e v e n tu a l s o u r c e  o f  r e c o v e r y  fr o m  th e m  

i f  th e y  are p r o v e n  to  h a v e  a c te d  c u lp a b ly ;  it  is  th u s  in  th e  in te r e s ts  o f  th e  s ta te  to  

r e q u ir e  th a t s u c h  m a n u fa c tu r e r s  e s ta b lis h  an  e s c r o w  fu n d  to  g u a r a n te e  a  s o u r c e  o f  

c o m p e n s a t io n  a n d  to  p r e v e n t  s u c h  m a n u fa c tu r e r s  fr o m  d e r iv in g  la r g e , sh o r t-te r m  

p r o f it s  an d  th e n  b e c o m in g  j u d g m e n t - p r o o f  b e fo r e  l ia b i l i t y  m a y  a r ise .

§ 1, ch . 4 6 ,  S L A  1 9 9 9 .

T h e  M S A  e n c o u r a g e d  S ta te s  to  e n a c t  th e  M o d e l  S ta tu te  b y  c r e a t in g  a  s ig n if ic a n t  f in a n c ia l  

in c e n t iv e :  S e t t l in g  S ta te s  th a t e n a c t  a n d  ‘d i l ig e n t ly  e n f o r c e ’ a M o d e l  S ta tu te  are n o t  

s u b je c t  to  c e r ta in  p o te n t ia l d o w n w a r d  a d ju s tm e n ts  in  r e c e iv in g  th e ir  a n n u a l M S A  

p a y m e n ts . A ll  S e t t l in g  S ta te s  h a v e  e n a c te d  M o d e l  S ta tu te s .

A  S e t t l in g  S ta te  th r o u g h  its  a t to r n e y  g e n e r a l o r  o th e r  o f f ic ia l  m a y  b r in g  a c iv i l  a c t io n  o n  

b e h a l f  o f  th e  S ta te  a g a in s t  a n y  T o b a c c o  P r o d u c t  M a n u fa c tu r e r  th a t fa i ls  to  p la c e  in to  

e s c r o w  th e  fu n d s  r e q u ir e d  b y  th e  M o d e l  S ta tu te . W h ile  th e  S e t t l in g  S ta te s  h a v e  b e e n  

a g g r e s s iv e ly  e n f o r c in g  th e  p r o v is io n s  o f  th e  M o d e l S ta tu te s , e n fo r c e m e n t  h a s  p r o v e d  

c o s t ly  an d  c u m b e r s o m e . A m o n g  o th e r  th in g s , th e  M o d e l S ta tu te  e n a b le s  N P M s  to  s e l l  

c ig a r e t te s  fo r  u p  to  16 m o n th s  in  a S ta te  b e fo r e  th e  S ta te  c a n  b r in g  a n  a c t io n  to  e n fo r c e  

th e  M o d e l S ta tu te . In  a d d it io n , m a n y  N P M s  are lo c a te d  in  fo r e ig n  c o u n tr ie s  a n d  it  h a s  

p r o v e d  d if f ic u lt  a n d  e x p e n s iv e  to  o b ta in  s e r v ic e  o f  p r o c e s s  or  to  e f f e c t  ju d g m e n ts .  A n d ,  

a s th e  S e t t l in g  S ta te s  h a v e  m o v e d  fo rw a rd  w ith  n u m e r o u s  a c t io n s  a g a in s t  n o n -c o m p lia n t  

N P M s , m a n y  N P M s  h a v e  d e v is e d  in g e n io u s  s c h e m e s  to  e v a d e  c o m p l ia n c e .  T h e  p u r p o s e  

o f  th is  “ c o m p le m e n ta r y  le g is la t io n ” is  to  m a k e  S ta te  e n fo r c e m e n t  o f  M o d e l  S ta tu te s  m o r e  

e f f e c t iv e  a n d  th e r e b y  p r o m o te  th e  p u r p o s e s  fo r  w h ic h  th e  M o d e l  S ta tu te s  w e r e  e n a c te d .

A p p r o x im a te ly  f i f t e e n  s ta te s ,  in c lu d in g  A la s k a , h a v e  e n a c te d  c o m p le m e n ta r y  le g is la t io n .  

A la s k a ’s  e x is t in g  c o m p lim e n ta r y  le g is la t io n  is  A S  4 3 .5 0 .1 4 5 ,  w h ic h  s im p ly  p r o v id e s  th at 

N P M  c ig a r e t te s  fo r  w h ic h  e s c r o w  p a y m e n ts  h a v e  n o t  b e e n  m a d e  are c o n tr a b a n d  a n d  

su b je c t  to  c o n f is c a t io n .  O th e r  s t a t e s ’ c o m p lim e n ta r y  le g is la t io n  h a v e  ta k e n  d if fe r e n t  

fo r m s b u t is  la r g e ly  s im ila r  fro m  s ta te  to  s ta te . G e n e r a lly , th e s e  s ta tu te s :  p r o h ib it  ta x -  

s ta m p in g  o f  to b a c c o  p r o d u c ts  th at a re  n o t  in  c o m p lia n c e  w ith  a S e t t l in g  S t a t e ’s  M o d e l  

S ta tu te ; r e q u ir e  c e r t i f ic a t io n  th a t a T o b a c c o  P r o d u c t  M a n u fa c tu r e r  is  e ith e r  a P a r t ic ip a t in g  

M a n u fa c tu r e r  u n d e r  th e  M S A  o r , i f  an  N P M , is  in  fu ll c o m p lia n c e  w ith  a S ta te ’s  M o d e l  

S ta tu te ; r e q u ir e  an  a t to r n e y  g e n e r a l o r  r e v e n u e  d e p a r tm e n t to  m a in ta in  a  l i s t  o f  T o b a c c o  

P r o d u c t  M a n u fa c tu r e r s  th at are  in c o m p lia n c e  w ith  a S e t t l in g  S t a t e ’s  la w s ;  a n d  s u b je c t  

v io la to r s  to  c iv i l  a n d  c r im in a l p e n a lt ie s  a n d  l ic e n s e  r e v o c a t io n /s u s p e n s io n .

C o m p le m e n ta r y  le g is la t io n  h a s  b e e n  e f f e c t iv e  in  p r o m o t in g  c o m p lia n c e  w ith  th e  M o d e l  

S ta tu te s . T h is  p o s i t iv e  e x p e r ie n c e  le d  th e  T o b a c c o  C o m m it te e  to  c r e a te  a 

C o m p le m e n ta r y  L e g is la t io n  W o r k in g  G r o u p , a m u lt i-S ta te  s t a f f - le v e l  g r o u p  c o o r d in a te d  

b y  th e  N A A G  T o b a c c o  P r o je c t . T h e  W o r k in g  G r o u p  w a s  c h a r g e d  w ith  d e v e lo p in g  d raft
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c o m p le m e n ta r y  le g is la t io n  th at c o u ld  b e  r e c o m m e n d e d  a s  a m o d e l  to  a l l  o f  th e  S e t t l in g  

S ta te s . A f te r  e x t e n s iv e  d e lib e r a t io n s , th e  W o r k in g  G ro u p  h a s  n o w  r e c o m m e n d e d  m o d e l  

le g is la t io n  to  th e  T o b a c c o  C o m m it te e ,  a n d  th e  C o m m it te e  h a s  r e c o m m e n d e d  th a t th e  

A tto r n e y s  G e n e r a l o f  th e  S e t t l in g  S ta te s  g i v e  s e r io u s  c o n s id e r a t io n  to  th e  le g is la t io n  a n d  

d e s ig n a te  its  e n a c tm e n t  a p r io r ity . T h e  C o m m it te e  b e l i e v e s  th a t e n a c t m e n t  o f  s u c h  

l e g is la t io n  b y  a ll S e t t l in g  S ta te s  w i l l  p r o m o te  th e  p u r p o s e s  th e  M o d e l  S ta tu te s  w e r e  

d e s ig n e d  to  s e r v e  a n d  s a fe g u a r d  p a y m e n ts  to  th e  S e t t l in g  S ta te s  that m ig h t  o t h e r w is e  b e  

im p e r ile d .

I I .  C O M P L E M E N T A R Y  L E G I S L A T I O N  S U M M A R Y

T h e  p r o p o s e d  m o d e l  c o m p le m e n ta r y  le g is la t io n  w o u ld  r e q u ir e  a  s ta te  to  m a in ta in  a 

d ir e c to r y  o f  c ig a r e t te  p r o d u c ts  th a t are p e r m it te d  to  b e  s o ld  in s ta te . T h e  p r o p o s e d  

le g is la t io n  w o u ld  p r o h ib it  th e  s a le  o f  p r o d u c ts  th a t are  n o t l is te d  in  th e  d ir e c to r y . W h ile  

a ll T o b a c c o  P r o d u c t  M a n u fa c tu r e r s  w o u ld  b e  r e q u ir e d  to  m a k e  s p e c i f i c  c e r t i f ic a t io n s  

b e fo re  a b ra n d  c o u ld  b e  l is t e d  in  th e  d ir e c to r y , a N o n -P a r t ic ip a t in g  M a n u fa c tu r e r  w o u ld  

b e  fu r th er  r e q u ir e d  to  c e r t i fy  that: a ) it is  r e g is te r e d  to  d o  b u s in e s s  in  th e  s ta te  o r  h a s  

a p p o in te d  an  a g e n t  fo r  s e r v ic e  o f  p r o c e s s ;  b )  it  m a in ta in s  a  Q u a l i f ie d  E s c r o w  F u n d  w ith  

an  e x e c u te d  q u a l i f ie d  e s c r o w  a g r e e m e n t  th a t h a s  b e e n  r e v ie w e d  a n d  a p p r o v e d  b y  th e  

S ta te ; c )  it  is  in  fu ll  c o m p lia n c e  w ith  th e  e s c r o w  s ta tu te ;  a n d  d ) it  id e n t i f i e s  th e  f in a n c ia l  

in s t itu t io n  w h e r e  it  h a s  e s ta b l is h e d  s u c h  Q u a l i f ie d  E s c r o w  F u n d  a n d  id e n t i f i e s  a ll d e p o s it s  

a n d  w ith d r a w a ls  to /fr o m  s a id  fu n d . In a d d it io n , n e ith e r  an  N P M  n o r  it s  b r a n d s  w i l l  b e  

l is te d  in  th e  d ir e c to r y  u n le s s  a ll e s c r o w  p a y m e n ts  fo r  a n y  p e r io d  h a v e  b e e n  f t i l ly  p a id  an d  

a ll o u ts ta n d in g  f in a l ju d g m e n ts  fo r  v io la t io n s  o f  th e  M o d e l  S ta tu te s  f u l ly  s a t is f ie d .

T h e  p r o p o s e d  m o d e l  c o m p le m e n ta r y  le g is la t io n  w i l l  a ls o  a l lo w  th e  S e t t l in g  S ta te  th r o u g h  

its a tto r n e y  g e n e r a l o r  o th e r  o f f ic ia l  to  r e q u e s t  in fo r m a tio n  to  v e r i f y  t h e  a c c u r a c y  o f  

r e p o r te d  in fo r m a t io n  a n d  w i l l  fu r th er  p e r m it  d is c lo s u r e  o f  in fo r m a t io n  to  o th e r  s ta te  

a g e n c ie s  to  fa c i l i t a t e  in v e s t ig a t io n .  C iv i l  p e n a lt ie s ,  in c lu d in g  in j u n c t iv e  r e l i e f  an d  

d e s ig n a t io n  o f  p r o d u c t  a s  c o n tr a b a n d  s u b je c t  to  s e iz u r e ,  fo r fe itu r e  a n d  d e s tr u c t io n  are  

a m o n g  th e  p e n a lt ie s  im p o s e d .

T h e  p r o p o s e d  r e q u ir e m e n ts  w i l l  e n s u r e  th a t a  T o b a c c o  P r o d u c t  M a n u fa c tu r e r  h a s  m e t  

c e r ta in  o b l ig a t io n s  b e fo r e  b e in g  p e r m itte d  to  s e l l  its  p r o d u c ts  in s ta te . T h is  w i l l  h e lp  

p r e v e n t  s ig n if ic a n t  p e r io d s  o f  n o n - c o m p lia n c e  a n d  w i l l  r e d u c e  th e  e x p e n s e  a n d  d i f f ic u l t y  

o f  e n fo r c e m e n t  a c t io n s  a g a in s t  N P M s .

T h e  p r o p o s e d  m o d e l  c o m p le m e n ta r y  le g is la t io n  is  in te n d e d  to  c o m p le m e n t  A la s k a ’s 

M o d e l  S ta tu te  ( A S  4 5 .5 3 ) ,  b u t it  d o e s  n o t  r e p la c e  o r  a m e n d  A la s k a ’s  M o d e l  S ta tu te .
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III. SECTION REVIEW

S e c tio n  1. F in d in g s  a n d  P u r p o s e

S e v e r a l S e t t l in g  S ta te s  e m p h a s iz e d  th a t in  o r d e r  to  a s s is t  w ith  p a s s a g e  o f  a p r o p o s e d  

m o d e l b i l l ,  it  w o u ld  b e  h e lp fu l ,  an d  in  s o m e  c a s e s ,  n e c e s s a r y  to  h a v e  a le g is la t iv e  

d e c la r a t io n  r e g a r d in g  th e  r e la t io n s h ip  b e t w e e n  c o m p le m e n ta r y  l e g is la t io n ,  f is c a l  

s o u n d n e s s  o f  th e  S ta te  a n d  a d v a n c e m e n t  o f  p u b l ic  h e a lth  i s s u e s .

S e c tio n  2.

A S  4 3 .5 0 .5 0 0

(a )  R e q u ir e s  P M s  to  a n n u a lly  c e r t i fy  th a t t h e y  are  a p a r t ic ip a t in g  m a n u fa c tu r e r . 

R e q u ir e s  N P M s  to  a n n u a lly  c e r t i fy  that th e y  are  in  c o m p l ia n c e  w ith  th e  m o d e l  

s ta tu te , A S  4 5 .4 3 .

(b )  R e q u ir e s  P M s  to  a tta ch  a l is t  o f  its  b r a n d s  to  its  c e r t i f ic a t io n .

(c )  R e q u ir e s  N P M s  to  a tta c h  a l is t  o f  its  b ra n d s  to  its  c e r t i f ic a t io n  a n d  p r o v id e  

in fo r m a tio n  a b o u t  its  in s ta te  s a le s .

(d )  R e q u ir e s  N P M s  to  r e g is te r  to  d o  b u s in e s s  in s ta te  o r  a p p o in t  an  in s ta te  a g e n t  fo r  

s e r v ic e  o f  p r o c e s s .  R e q u ir e s  N P M s  to  s e t  u p  a  “ q u a lif ie d  e s c r o w  fu n d .”

(e )  R e q u ir e s  N P M s  to  p r o v id e  in fo r m a t io n  a b o u t  its  q u a l if ie d  e s c r o w  fu n d .

( f )  R e q u ir e s  t o b a c c o  p r o d u c t  m a n u fa c tu r e r s  to  a ff ir m  th e  id e n t ity  o f  th e  b r a n d s  it 

m a n u fa c tu r e s . T h is  p r o v is io n  is  in te n d e d  to  p r e v e n t  a m a n u fa c tu r e r  fr o m  id e n t i f y in g  a  

p a rticu la r  b ra n d  a n d  th e n  a tte m p tin g  to  a s s e r t  th a t a n o th e r  p a r ty , s u c h  a s  a n  im p o r te r  o r  

d is tr ib u to r , is  r e s p o n s ib le  fo r  e s c r o w , o th e r  p a y m e n t  o r  c e r t i f ic a t io n  o b l ig a t io n s .

( g )  R e q u ir e s  to b a c c o  p r o d u c t  m a n u fa c tu r e r s  to  m a in ta in  s a le s  r e c o r d s  fo r  f iv e  

y e a r s .

A S  4 3 .5 0 .5 1 0

T h is  s e c t io n  e s ta b l is h e s  th e  r e q u ir e m e n ts  f c r  th e  d ir e c to r y  to  b e  m a in ta in e d  b y  th e  

D e p a r tm e n t  o f  R e v e n u e  fo r  b ra n d s o f  t o b a c c o  p r o d u c ts  th a t m a y  b e  s o ld  in  th e  s ta te . T h e  

p r o v is io n s  o f  th is  s e c t io n  p r o v id e  a  m e a n s  b y  w h ic h  a c ig a r e t te  s e l le r  w i l l  b e  a b le  to  as  

c e r ta in  i f  a  p a r t ic u la r  b ra n d  o f  to b a c c o  p r o d u c t  m a y  b e  p e r m is s ib ly  s o ld  in  th e  S ta te . In 

a d d it io n , th is  s e c t io n  r e q u ir e s  th at th e  D e p a r tm e n t  o f  R e v e n u e  s h a ll  u p d a te  th e  d ir e c to r y  

a s n e c e s s a r y  to  k e e p  it cu rren t. N o t i c e s  p r o v id e d  b y  th is  s e c t io n  m a y  b e  p r o v id e d  b y  

e le c tr o n ic  m a il in  o r d e r  to  r e d u c e  th e  c o s t  a n d  e x p e n s e  fo r  d is s e m in a t in g  a n y  n o t ic e s .

A S  4 3 .5 0 .5 2 0

(a )  T h is  s u b s e c t io n  e s t a b l is h e s  th a t it is  u n la w fu l to  s e l l  a  p r o d u c t  th a t is  n o t
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in c lu d e d  in  th e  d irec to r} '.

(b )  T h is  s u b s e c t io n  p r o v id e s  fo r  a  c ig a r e t te  ta x  c r e d it  fo r  l i c e n s e e s  th a t p e r m is s ib ly  

im p o r t  d ir e c to r y - l is t e d  c ig a r e t te s  th a t are  la te r  d e - l i s t e d  p r io r  to  re ta il s a le .

A S  4 3 .5 0 .5 3 0

T h is  s e c t io n  r e q u ir e s  a n y  n o n -r e s id e n t  o r  fo r e ig n  N P M  to  e s ta b lis h  an  a g e n t  fo r  

s e r v ic e  o f  p r o c e s s  b e f o r e  its  b ra n d s m a y  b e  in c lu d e d  o n  th e  d ir e c to r y  e s t a b l is h e d  in  A S  

4 3 .5 0 .5 1 0 .  T h e  a p p o in tm e n t  o f  su c h  an  a g e n t  w o u ld  b e  l im it e d  to  a c t io n s  a r is in g  o u t  o f  

th e  e n fo r c e m e n t  o f  th e  c o m p le m e n ta r y  l e g is la t io n  o r  th e  M o d e l  S ta tu te , A S  4 5 .5 3 .  

S u b s e c t io n  ( c )  p r o v id e s  fo r  s e r v ic e  o n  th e  c o m m is s io n e r  o f  th e  D e p a r tm e n t  o f  C o m m e r c e  

an d  E c o n o m ic  D e v e lo p m e n t  fo r  fa ilu r e  to  a p p o in t  an  a g e n t .

A S  4 3 .5 0 .5 4 0

T h is  s e c t io n  e s t a b l is h e s  th e  r e p o r t in g  r e q u ir e m e n ts  fo r  l i c e n s e e s .  T h is  p r o v is io n  

w i l l  a l lo w  m o n ito r in g  o f  th e  s a le s  a c t iv i t y  o f  N P M  p r o d u c t  a n d  p r o v id e s  an  o n g o in g  

m e th o d  to  e v a lu a te  c o m p lia n c e .  T h is  s e c t io n  a ls o  p r o v id e s  th e  a u th o r ity  to  sh a r e  

in fo r m a tio n  o b ta in e d  p u r - an t to  th e  c o m p le m e n ta r y  le g is la t io n  o r  M o d e l  S ta tu te  w ith  th e  

a tto r n e y  g e n e r a l o r  o th e r  s ta te  a g e n c ie s .  T h e  s e c t io n  a ls o  g r a n ts  a u th o r ity  to  r e q u e s t  

a d d it io n a l in fo r m a t io n  a s  m a y  b e  n e c e s s a r y  to  v e r i f y  th e  a c c u r a c y  o f  in fo r m a t io n  r ep o r ted  

a n d  to  p r o v id e  a c tu a l p r o d u c t  o r  la b e l  s a m p le s  a s  m a y  b e  n e c e s s a r y  to  e f f e c t  th e  p u r p o s e  

o f  th e  s ta tu te . F in a l ly ,  s u b s e c t io n  ( e )  p e r m its  th e  a d o p tio n  o f  r e g u la t io n s  to  r e q u ir e  

e s c r o w  d e p o s i t s  o n  a  q u a r te r ly  b a s is .

A S  4 3 .5 0 .5 5 0

T h is  s e c t io n  p r o v id e s  fo r  p e n a lt ie s  fo r  n o n c o m p lia n c e .  P e n a lt ie s  in c lu d e :

-  R e v o c a t io n  o r  s u s p e n s io n  o f  a  l i c e n s e e ’s  l i c e n s e  a n d  c iv i l  p e n a lty .

-  D e s ig n a t io n  o f  n o n -c o m p lia n t  N P M  t o b a c c o  p r o d u c ts  a s  c o n tr a b a n d ,

s e iz u r e  a n d  fo r fe itu r e  o f  u n la w fu l  p r o d u c t .

- I n ju n c t iv e  r e l i e f  a g a in s t  a l i c e n s e e

A S  4 3 .5 0 .5 6 0

S u b s e c t io n  ( a )  e s t a b l is h e s  r e v ie w  p r o c e d u r e s  in  a c c o r d a n c e  w it h  a A S  4 4 .6 2  

(A d m in is tr a t iv e  P r o c e d u r e  A c t )  fo r  d e te r m in a t io n s  r e g a r d in g  r e m o v a l o r  n o n - l i s t in g  o f  a 

to b a c c o  p r o d u c t  b ra n d . S u b s e c t io n  (b )  r e q u ir e s  l i c e n s e e s  to  c e r t i fy  c o m p l ia n c e  w ith  th is  

la w . S u b s e c t io n  ( c )  p r o v id e s  a u th o r ity  to  p r o m u lg a te  r e g u la t io n s . S u b s e c t io n  (d )  

p r o v id e s  fo r  d is g o r g e m e n t  o f  a n y  p r o f it s  u p o n  a f in d in g  o f  a  v io la t io n  b y  a  c o u r t.

A S  4 3 .5 0 .5 9 0
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M o s t  o f  th e  d e f in i t io n s  m in  or  th o s e  fro m  th e  M S A  o r  th e  M o d e l  S ta tu te , A S  4 5 .5 3 .

Brand Family is  in te n d e d  to  c o v e r  a ll  v a r ia t io n s  o f  a b ra n d  o f  fo b a c c o  p r o d u c ts  

th a t are s o ld  in s ta te . It is  fu r th er  in te n d e d  to  in c lu d e  th e  b ra n d  n a m e s  o f  to b a c c o  

p r o d u c ts  th a t u n d e r g o  s l ig h t  m o d if ic a t io n  a s  a m e a n s  o f  e v a d in g  l ia b i l i t y  u n d e r  a S e t t l in g  

S t a t e ’s M o d e l  S ta tu te . F o r  e x a m p le ,  in  o r d e r  to  a v o id  an  o n g o in g  v io la t io n  o r  p o te n t ia l  

in ju n c t io n  a g a in s t  a  p a r tic u la r  b ra n d , s o m e  m a n u fa c tu r e r s  h a v e  a t te m p te d  to  m o d ify  th e  

n a m e  o f  a b ra n d  w h i le  m a in ta in in g  th e  p r o d u c t  th e  s a m e , i .e . ,  c h a n g in g  th e  b ra n d  n a m e  

fr o m  D is t in c t io n  to  D is t in c t iv e  o r  fr o m  B lo o m b e r g  to  B lu m b u r g .

S e c tio n  3. C o n fo r m in g  a m e n d m e n t  to  A d m in is tr a t iv e  P r o c e d u r e s  A .ct, A S  4 4 .6 2 .

S e c tio n  4. R e p e a l o f  e x is t in g  c o m p lim e n ta r y  le g is la t io n .

S e c tio n  5. T r a n s it io n — in it ia l c o m p l ia n c e  d e a d lin e s .

S e c tio n  6. E f f e c t iv e  d a te .

I V . A S S U R A N C E S  B Y  P A R T I C I P A T I N G  M A N U F A C T U R E R S

A fte r  c o n s tr u c t iv e  d e lib e r a t io n  w ith  s e v e r a l  P a r t ic ip a t in g  M a n u fa c tu r e r s , S e t t l in g  S ta te s  

a n d  th e  P M s  a g r e e d  u p o n  c e r ta in  a s s u r a n c e s  th a t th e  P M s  w o u ld  p r o v id e  to  th e  S ta te s .  

T h e  a s s u r a n c e s  are  in te n d e d  to  fa c i l i t a t e  in tr o d u c t io n  a n d  p a s s a g e  o f  C o m p le m e n ta r y  

L e g is la t io n  in  th o s e  S ta te s  w h e r e  th e r e  m a y  b e  c o n c e r n s  th a t th e  p r o p o s e d .

C o m p le m e n ta r y  L e g is la t io n  m a y  b e  c o n s tr u e d  a s  a m e n d in g  th e  M o d e l  S ta tu te  o r  M S A .  

T h e  la n g u a g e  a g r e e d  u p o n  S ta te s  in  r e le v a n t  p art that:

th e  S e t t l in g  S ta te s  s h a ll  h a v e  n o  d u ty  o r  o b l ig a t io n  to  e n a c t  th e  p r o p o s e d  

C o m p le m e n ta r y  L e g is la t io n  o r  a n y  s im ila r  b il l ,  a n d  fa ilu r e  to  e n a c t  su c h  

le g is la t io n  s h a ll  n o t  b e  u s e d  a g a in s t  a n y  S ta te  in  a n y  p r o c e e d in g  to  d e te r m in e  

w h e th e r  th a t S ta te  h a s  d i l ig e n t ly  e n fo r c e d  its  e s c r o w  s t a t u t e . . . .  A d d it io n a l ly ,  

e n a c tm e n t  o f  th e  p r o p o s e d  M o d e l  C o m p le m e n ta r y  L e g is la t io n  (o r  s im ila r  b ill  

c o n ta in in g  n o  d e v ia t io n  o f  s u b s ta n c e  fr o m  th e  M o d e l  C o m p le m e n ta r y  L e g is la t io n )  

s h a ll  n o t b e  c o n s tr u e d  a s  an a m e n d m e n t  to  th e  M o d e l  S ta tu te  o r  to  th e  M S A  and  

sh a ll n o t c o n s t itu te  a n y  b r e a c h  o f  th e  M S A . . . .

T h e  N A A G  T o b a c c o  P r o je c t  h a s  s e c u r e d  a s s u r a n c e s  fr o m  th e  f o l lo w in g  P a r tic ip a tin g  

M a n u fa c tu r e r s :  P h il ip  M o r r is , R J R e y n o ld s ,  B r o w n  &  W il l ia m s o n ,  L o r illa r d , C a r ib b e a n -  

A m c r ic a  T o b a c c o ,  D h a ra n j Im p o r ts , Jap an  T o b a c c o  I n t ’l, K in g  M a k e r , K o n c i G & D ,  

L ig g e t t ,  L ig n u m - 2 ,  N a t  S h e r m a n , P la n ta , P T  D ja r u m , S a n ta  F e  N a tu r a l T o b a c c o ,  T o p  

T o b a c c o ,  V e c t o r  T o b a c c o ,  V ir g in ia  C a r o lin a , a n d  W in d  R iv e r .
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V. CONCLUSION

T h e  e n a c tm e n t  o f  C o m p le m e n ta r y  L e g is la t io n  w i l l  s tr e a m lin e  e n fo r c e m e n t  o f  th e  N P M  

M o d e l E s c r o w  S ta tu te s , s a fe g u a r d  a n n u a l M S A  p a y m e n ts  a n d  h e lp  c o m b a t  th e  

p r o life r a t io n  o f  y o u th  s m o k in g .  T h e  A tto r n e y s  G e n e r a l r e g a r d  th is  le g is la t io n  as 

e x tr e m e ly  im p o r ta n t  a n d  r e c o m m e n d  th a t th e  p r o p o s e d  m o d e l  C o m p le m e n ta r y  

L e g is la t io n  b e  g iv e n  le g is la t iv e  p r io r ity . A tto r n e y s  fr o m  th e  A la s k a  D e p a r tm e n t  o f  L a w  

a s  w e l l  a s  th e  N A A G  T o b a c c o  P r o je c t  a n d  th e  C o m p le m e n ta r y  L e g is la t io n  W o r k in g  

G r o u p  are  a v a i la b le  to  a n s w e r  a d d it io n a l q u e s t io n s  o n  th is  i s s u e  o f  c r it ic a l  im p o r ta n c e .
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