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J u n e a uM arch  27, 2003
The H onorable Pete Kott S p eak er o f the H ouse A la sk a  State  Legislature S tate  C a p ito l, Room  208 Ju n e a u , A K  99801 -1182D ear Sp eak er Kott:U n d er the authority of art. I ll, sec. 18, of the A la sk a  C o n stitu tio n , I am  tran sm ittin g  a bill relating to a  tobacco prod u ct m an u factu rer's  com pliance with certain  statutory requirem ents regarding cigarette sales.The m odel for the bill w as drafted by the N ational A ssociation of A ttorn eys G en eral in cooperation w ith a w orking group of participating states and is designed to aid state enforcem ent of the tobacco product M aster Settlem en t Agreem ent and A S  4 5 .5 3 , and th u s preserve, to the fu llest extent p ossib le , the revenue stream  u n d er the M aster Settlem en t Agreem ent. We u n d erstan d  that m ost of the 46 p articip atin g states will seek to p a ss  this legislation in their respective u p co m in g  legislative sessions. We also u n d e rsta n d  th a t the bill h a s  been reviewed and approved by two of the principal tobacco parties to the M aster Settlem en t A greem ent, Phillip M orris and R J  R eynolds.In 1999, 46 states, in clu d in g  A la sk a , collectively settled their claim s a g a in st certain  tobacco m a n u factu re rs and entered into the "M aster Settlem ent Agreem ent" (MSA). U n d er the M S A , the participatin g tobacco product m a n u fa ctu re rs  agreed to pay certain  am o u n ts to the settling states in perpetuity in exchange for d ism issa l o f the states’ law suits. One of the provisions o f the M SA , however, required th at the states en act legislation th at w ould "level the playing field" for n o n -p articip atin g  tobacco m an u factu rers.T h is leveling legislation required su ch  n on -p articipatin g tobacco m an u factu rers to deposit m oney into escrow  for every cigarette they sold in the state. The in ten t of th is escrow requirem ent w as to prevent the n o n -p articipan ts from u n d erm in in g  the overall goals of M SA  by gu aran teein g "a source of com p en sation  and to prevent su c h  m a n u factu re rs from deriving large, short­term  profits and then becom ing ju d g m en t-p ro o f before liability m ay arise." See sec. 1, ch . 4 6 , SLA 1999.
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Since 1999, the particip atin g states have detected concerted efforts by n on -participating tobacco m a n u factu re rs to evade the legislated escrow requirem ents. V arious schem es have been em ployed, often through use of elusive foreign tobacco m a n u factu re rs , to attem pt to circum ven t the requirem ent of escrow deposits.This bill seeks to bring an  end to these schem es. In order to sell cigarettes in this state, a  tobacco product m an u factu rer will have to an n u ally  certify th at it is in com pliance with A S  4 5 .5 3 . A dditionally , tobacco product m an u factu re rs m u st include certain inform ation th a t wii1 assist the D epartm ent o f Revenue in its enforcem ent efforts in this regard.The D epartm ent o f Revenue will p u b lish  and u p date a  directory of cigarettes th at are approved for sale in this state. C igarettes th at are not listed in this directory are con traban d  and m ay not be sold in the state. The bill provides for civil penalties for selling or p o ssessin g con traban d cigarettes.The en actm ent of th is bill will bring an end to efforts by non -participating m a n u factu rers to evade their obligations to deposit escrow for their in-state cigarette sales.I urge your prom pt and favorable action on this m easure.

T he H on o rab le  Pete K ott
M arch  27 , 2 0 0 3
Page 2



FISCAL NOTE
2003 L E G IS L A T IV E  S E S S IO N  Bill Version: HB 224

(H ) Pub lish  D ate : 3 /2 8 /0 3

STATE OF ALASKA Fiscal Note Number: J _____

Rev is ion  Date/T im e (N o te  if co rrec tion ):_______________________________ Dept. A ffected]_____________Law
Title "An Act re lating to a  tob acco  p roduct m anu-_________B R U  Civil___________________
factu re r's  com p liance with certain  s ta tu to ry  requ irem en ts . .  C om ponen t C om m erc ia l__________
Sponsor Rules Committee________________________ _______________
R eq u e s te r G ove rn o r______________________________________________ C om ponen t No. 2 2 1 1

E x p e n d i t u r e s / R e v e n u e s ___________________________ (Thousands of Dollars)
Note : Am ounts d o  not inc lude in flation u n le s s  o therw ise noted  below .___________________________
O PE R A T IN G  E X P E N D IT U R E S FY  2 0 0 4 F Y  2 0 0 5 FY  2 0 0 6 F Y  2 0 0 7 FY  2 0 0 8 FY  2 0 0 9
P e rs o n a l S e rv ic e s 
T rave l 
C on tractua l 
Supp lie s  
Equipm ent 
Land & S truc tu res 
G ran ts & C la im s 
M isce llaneous

TO TAL O PE R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C A P IT A L  E X P E N D IT U R E S ______________

IC H A N G E IN  R E V E N U E S  ( ) [
FU N D  S O U R C E __________________________________________________________ (T hou sand s o f D o lla rs )
1 0 0 2  F ed e ra l R ece ip ts
1 0 0 3  G F  Match
10 0 4  G F
1 0 0 5  G F /P rog ram  R ece ip ts 
1 0 3 7  G F/M enta l H ealth
O th e r (Specify Type -D o not abbreviate)

TO TA L 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 re n t  y e a r  (F Y 2 0 0 3 ) c o s t :  0 .0
C h e c k  th is  b o x  (X ) i f  fu n d in g  f o r  th is  b i ll is  in c lu d e d  in th e  G o v e rn o r 's  FY  2 0 0 4  b u d g e t  p r o p o s a l :  
P O S IT IO N S
Full-tim e
Part-tim e
T em po ra ry

A N A L Y S IS : (Attach a separate paqe 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 levenue 
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,

P rep a red  by: J o a n  M. K a s s on ______________________________________________________  P h o n e  (9 0 7 ) 4 6 5 -5 3 7 0
D iv ision A ttorney G en e ra l’s  O ffice____________________________________________  Date /T im e 1 /2 8 /0 3  1 1 :3 0  AM
A pproved  by: Kath ryn  D aughh e fe e  fo r G regg  D . R en k e s , A ttorney G ene ra l D a te  1 /2 8 /2 0 0 3_________
A gency D epartm en t o f Law__________________________________________________

(Ravisod 912002 OMB)
C O M M I T T E E  C O P Y
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FISCAL NOTE
STATE O F ALASKA
2003 LEG ISLA TIV E SESSIO N

Revision Date/Time (Note if correction): 
Title H earing  P ro c e s s :

S p o n s o r
R e q u e s te r

M aste r S e tt lem en t A g re em en t

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

D ep t. A ffec ted :
; b r u  _
C om pon en t

HB  2 2 4
3 /2 8 /0 3

R e v e n u e  O p e ra tio n s
T a x  D iv ision

R u le s  C om m ittee
G ov e rn o r

E x p e n d i t u r e s / R e v e n u e r .

C om pon en t N o. 

(Thousands of Dollars)

2 4 7 6

N ote : Am oun ts d o  not inc lude in fla tion u n le s s  o th e rw ise  n o ted  be low .
O PE R A T IN G  E X P E N D IT U R E S F Y  2 0 0 4 F Y  2 0 0 5 F Y  2 0 0 6 F Y  2 0 0 7 F Y  2 0 0 8 F Y  2 0 0 9
P e rs o n a l S e rv ic e s  
T  rave l 
C on trac tu a l 
S upp lie s  
Equ ipm ent 
Land  & S tru c tu re s 
G ran ts  & C la im s 
M isce llan eou s

T O TA L  O P E R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C A P IT A L  E X P E N D IT U R E S i — rC H A N G E  IN R E V E N U E S  (

FU N D  S O U R C E __________________________________________________________ (T h ou san d s  o f  D o lla rs )
1 0 0 2  F ed e ra l R ece ip ts
1 00 3  G F  Match
1 0 0 4  G F
1 0 0 5  G F /P rog ram  R ece ip ts  
1 0 3 7  G F /M en ta l H ea lth
O th e r (Specify Type--Do not abbreviate)

TO TA L 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  (F Y 2 0 0 3 )  c o s t :  0 .0
M a rk  th is  b o x  (X ) i f  fu n d in g  f o r  th is  b i ll is  in c lu d e d  in th e  G o v e rn c r 's  FY  2 0 0 4  b u d g e t  p r o p o s a l :  
P O S IT IO N S
Fu ll-tim e
Part-tim e
T em po ra ry

A N A L Y S IS : (Attach a separate page 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.

P re p a re d  by: 
D iv ision
A pp roved  by: 
A gency

Larry P e rs ily , D epu ty  C om m iss io n e r P h o n e  4 6 5 - 5 4 6 9
D epartm en t o f  R e v e n u e D a te /T im e 1 /2 9 /0 3  1 1 :2 3  AM
Larry  P e rs ily , D epu ty  C om m iss io n e r D a te  1 /2 9 /2 0 0 3
Department of Revenue

(Revised 9/2002 OMB) C O M M I T T E E  C O P Y Page 1 of_1__



FISCAL NOTE
STA TE OF ALASKA
2003 LEG ISL A T IV E  SESSION H B  2 2 4

Revision Date/Time (Note if correction):

C O M PL IA N C E  W ITH  T O B A C C O  M A ST E R  
SE T T LE M E N T  ___________________Title

F isca l N o te  N um ber:
B ill V e rs ion :
( H ) P ub lish  D a te :
D ep t. A ffec ted :
B R U  S ta te  H ea lth  S e rv ic e s

4/17/03
H ea lth  & S oc ia l S e rv ic e s

C om ponen t T ob a c c o  P reven tion  and  C on tro l

S p on so r

R eq u e s te r 
E x p e n d i t u r e s / R e v e n u e s

H O U S E  (R L S ) B Y  R E Q U E S T  O F  
TH E  G O V E N O R
H O U S E  (L&C ) C om pon en t No. 

(T h o u s a n d s  o f  D o l la r s )
2384

N ote : A m oun ts d o  not inc lude in fla tion u n le s s  o th e rw ise  n o ted  be low .
O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 4 FY  2 0 0 5 FY  2 0 0 0 FY  2 0 0 7 FY  2 0 0 8 FY  2 0 0 9
P e rs o n a l S e rv ic e s
T ravel
C ontractua l
Supp lie s
Equ ipm en t
Land  & S tru c tu res
G ran ts  & C la im s
M isce llan eou s

T O TA L  O PE R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
C A P IT A L  E X P E N D IT U R E S
C H A N G E  IN R E V E N U E S  (0 )
FU N D  S O U R C E _________________________________________________________(T h ou san d s  o f  D o lla rs )
1 0 0 2  F ed e ra l R ece ip ts
1 0 0 3  G F  Match
1 00 4  G F
1 0 0 5  G F /P ro g ram  R ece ip ts  
1 0 3 7  G F /M enta l H ealth 
O th e r(S p ec ify  T y p e -d o  not abb rev ia te )

T O T A L 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  (F Y 2 0 0 3 ) c o s t :  ______________  ______________
M a rk  th is  b o x  (X ) i f  fu n d in g  f o r  th is  h i ll i s  in c lu d e d  in th e  G o v e rn 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 S IT IO N S ______________________________________________________________________________________________________________________
Full-time
Part-tim e
T em po ra ry

A N A L Y S IS : (A ttach a separata page i f  necessary)

HB 2 2 4  requ ire s  tob acco  m anu fa c tu re rs  w ho  a re  not partic ipating in the T ob a cco  M aste r S e tt lem en t A g reem en t to 
reg iste r with the D epa rtm en t o f  R e v e n u e  and  repo rt their s a le s  to the S ta te . T h e se  m anu fa c tu re rs  a re  a lre ad y  
re sp on s ib le  fo r  contributing a  se t p e rc en tag e  o f their to b acc o  s a le s  to an e sc row  accoun t e s tab lish ed  unde r A S  
4 5 .5 3 . H B  2 2 4  will a id  the S ta te  in the en fo rc em en t o f  A S  4 5 .5 3 .  T he  d epa rtm en t su pp o rts  this bill.

T h e  D epartm en t o f  H ea lth  & S oc ia l S e rv ic e s  w ou ld  not be d irectly invo lved  in en fo rc em en t o f  th is new  law , and 
w ou ld  not e xp e rien ce  a fisca l im pact a s  a  re su lt o f p a s sa g e  o f  this leg is la tion .

P re p a re d  by: 
D iv ision 
A pp roved  by: 
A gency

D oug  B ruce . D irector P h o n e  4 6 5 -3 0 9 0
Pub lic  H ealth Date/T im e 0 4 /1 6 /2 0 0 3
J o e l S . G ilb e rtson . C om m iss ion e r
D epa rtm en t o f  H ea lth  and S o c ia l S e rv ic e s

Date 0 4 /1 6 /2 0 0 3

(Ravnoii 0/2002 OMB) Page 1 of 1
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