


SENATE COMMITTEE REPOFtK  
First Committee of Referral

DATE: 3/28/03

Date of 5-Day Notice:.

F U R T H E R :  Judiciary

DATE TURNED 
IN TO OFFICE:(in accordance with Uniform Rufe 23)

State Affairs Committee considered SENATE BILL NO. 162

SB 162 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.”

and recommends: 

be replaced with 
adopt previous _

[

CS
CS

attached amendment(s) 

adopt Letter of Intent by 

further referral to _____

Senate Bill:
[ ] same title 

_) [ ] new title 
House Bill:

_) [ ] same title 
[ ] technical title 
[ ] new: SCR #_

Committee

NEW FISCAL NOTE(S):
Committee 

PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Zero FN# j

ft.

:.,:7 _

Department Date
, /

Fiscal Zero FN# ||

b o L M /0 3 /

^  I

; V • "- r-

.
[ ] APPROPRIATION - no fiscal note



g o v e r n o r S g o v . s t a t e .a k . u s

F r a n k  H . M u r k o w s k i
G o v e r n o r

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

P.O. BOX 1 1 0 0 0 1  
Juneau, Alaska 99B11-0001 

(907) 465-3500 
FAX (907) 465-3532 WWW.GOV.STATE.AK.US

M arch 27, 2003

The Honorable Gene Therriau lt 
President of the Senate 
A laska  State Legislature 
State Capitol, Room 107 
Juneau , AK  99801-1132

Dear President Therriault:

Under the authority of art. Ill, sec. 18, o f the A laska  Constitu tion , I am 
transm itting a b ill re lating to a tobacco .product m anufacturer's com pliance 
w ith certain statutory requirements regarding cigarette sales.

The model for the b ill was drafted by the National Association  of 
Attorneys General in  cooperation w ith a working group of partic ipating states 
and is designed to aid state enforcement of the tobacco product Master 
Settlement Agreement and AS 45.53, and thus preserve, to the fu llest extent 
possible, the revenue stream under the Master Settlement Agreement. We 
understand that most of the 46 partic ipating states w ill seek to pass th is 
legislation in  the ir respective upcom ing legislative sessions. We also 
understand that the b ill lias been reviewed and approved by two o f the 
principa l tobacco parties to the Master Settlement Agreement, P h illip  M orris  
and R J Reync! Js.

In 1999, 46 states, includ ing Alaska, collectively settled the ir cla im s 
against certa in tobacco manufacturers and entered into the "Master Settlement 
Agreement" (MSA). Under the MSA, the partic ipating tobacco product 
m anufacturers agreed to pay certain amounts to the settling states in  
perpetuity in  exchange for d ism issal of the states' lawsuits. One of the 
provisions o f the MSA, however, required that the states enact legislation that 
would "level the playing field" for non-participating tobacco m anufacturers.
Th is 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 th is escrow requirement was to prevent the non-partic ipants from 
underm in ing the overall goals of M SA by guaranteeing "a source of 
compensation and to prevent such manufacturers from deriving large, short­
term profits and then becoming judgment-proof before liab ility  may arise." See 
sec. 1, ch. 46, SLA 1999.
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Since 1999, the partic ipating states have detected concerted efforts by 
non-participating tobacco manufacturers to evade the legislated escrow 
requirements. Various schemes have been employed, often through use o f 
elusive foreign tobacco manufacturers, to attempt to circum vent the 
requirement of escrow deposits.

This b ill seeks to bring an end to these schemes. In order to sell 
cigarettes in  this state, a tobacco product m anufacturer w ill have to annua lly  
certify that it is  in  compliance with AS 45.53. Additionally, tobacco product 
manufacturers m ust inc lude certain information that w ill ass ist the 
Department o f Revenue in  its enforcement efforts in  th is regard.

The Department o f Revenue w ill pub lish  and update a directory of 
cigarettes that are approved for sale in this state. Cigarettes that are not listed 
in  th is directory are contraband and may not be sold in  the state. The b ill 
provides for civ il penalties for selling or possessing contraband cigarettes.

The enactment of this b ill w ill bring an end to efforts by non-participating 
manufacturers to evade their obligations to deposit escrow for their in-state 
cigarette sales.

I urge your prompt and favorable action on th is measure.

T h e  H o n o r a b l e  G e n e  T h e r r i a u l t

M a r c h  2 7 ,  2 0 0 3
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FRANK H, MURKOWSKI,
GOVERNOR

DEPAR TM EN T OF L A W

OFFICE OF THE A TTORNEY GENERAL

C iv i l  D iv is io n  - Juneau C om m erc ia l Section  
P.O . P O X  110300 - D IM O N D  C O U R T H O U S E  
JU N E A U , ALA S K A  00811-0300

P H O N E : (007)465-3000  
F A X : (007)465-2530

SB 162
Senate State A ffairs Com m ittee 

April 15,2003 
9:00am

Testim ony o f  M ichael A. Barnhill, Asst. A ttorney G eneral

Thank you M r. Chair. M y nam e is M ike Barnhill. I am  em ployed by the A laska D ep’t o f  
Law as an A ssist. A ttorney General in the C om m ercial Section. I am pleased to testify on 
b ehalf o f  the adm inistration in support o f  SB 162, the bill before you.

In your bill packets you should have a copy o f  the background and sectional analysis I 
prepared. I d o n ’t intend to  read the entire docum ent for you, but I w ill touch the salient 
points for your consideration.

By w ay o f  background, as you all know, the State o f  A laska, along with 45 other states 
settled its tobacco litigation w ith the m ajor tobacco m anufacturers in 1998, in exchange 
for a stream  o f  paym ents that w ould last indefinitely. O ne o f  the term s o f  this “M aster 
Settlem ent A greem ent” is that the paym ents can be reduced by w hat’s called a “non­
participating m anufacturer adjustm ent” or “NPM  adjustm ent.” The M SA  provides, 
how ever, that states can avoid an NPM  adjustm ent by doing tw o things: (1) enact the 
model NPM  statute and (2) d iligently  enforce that statute.

The model N PM  statute is basically  a statute that levels the playing field between tobacco 
m anufacturers th-'t participated in the settlem ent agreem ent and those that did not— it 
requires the non-participating m anufacturers to deposit certain am ounts o f  m oney into an 
escrow  account for every cigarette sold in the state. In 2001, for instance, an NPM  was 
required to deposit approxim ately  1.5 cents into escrow  for every cigarette sold.

A laska enacted the model N PM  statute in 1999 (AS 45.53) and has been diligently 
enforcing it since its enactm ent.

Since the enactm ent o f  the N PM  statute, however, A laska and m any other states have 
found that enforcing the N PM  statute is unnecessarily  difficult in som e situations.
Usually these situations involve cases w here the tobacco m anufacturer is located in a far- 
flung ju risd ic tion  like India or the Phillipines. W hile it is possib le to seek enforcem ent o f  
A laska laws on com panies in foreign countries it is not necessarily  easy.
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As a solution, states began looking for ways to enhance their ability  to enforce the NPM  
statutes. In 2001, A laska and M aine becam e the first states to enact “com plim entary 
legislation” . A laska’s com plim entary legislation is found at AS 43.50.145 and basically 
creates a list o f  com panies that have failed to com ply with our N PM  laws and declares 
their cigarettes to be contraband and subject to seizure.

O ther states follow ed suit and enacted their own versions o f  com plim entary legislation. 
By 2002, there w ere various versions o f  com plim entary legislation around the country 
and it becam e clear that there was a need for uniform ity.

The N ational A ssociation o f  Attorneys General form ed a w orking group in 2002 w ith the 
goal o f  drafting a m odel com plim entary legislation statute. SB 162 is the product o f  that 
w orking group and N A A G  has urged all states to enact this legislation as a high priority.

Sim ply put, SB 162 enhances our ability to enforce A laska’s N PM  statute by creating a 
“directory” o f  cigarettes that are perm itted to be sold in A laska. A com pany can be 
added to the d irectory sim ply by annually  certifying to the D ep ’t o f  R evenue that they are 
either (a) a participating m anufacturer under the M SA or (b) a noil-participating 
m anufacturer that has com plied w ith AS 45.53 by depositing all required am ounts into 
escrow.

SB 162 requires tobacco m anufacturers to provide inform ation about their products to the 
D ep’t o f  Revenue to aid in enforcem ent efforts. It provides penalties for failure to 
com ply. It provides for service o f  process upon the D ep ’t o f  C om m unity  and Econ. 
D evelopm ent for com panies that refuse to com ply w ith our law and fail to appoint an 
instate agent for service o f  process. Lastly, it provides a tax credit for cigarette 
distributors that im port cigarettes that are listed on the directory and that are subsequently 
de-listed— this ensures that distributors will not be left “holding the bag” on cigarette 
taxes for a tobacco m anufacturer that fails to com ply w ith A laska law.

I ’m delighted that the adm inistration supports this bill and I urge your support o f  it. I ’d 
be happy to answ er any questions the com m ittee m ight have.



F R A N K  H . M U R K O W SK I, 
G O V E R N O R

DEPAR TM EN T OF LAW C iv il D iv is io n  - Juneau C om m erc ia l Section  
P.O. P O X  110300 - D IM O N D  C O U R T H O U S E  
J U N E A U , ALA S K A  09811-0300

OFFICE OF THE A TTORNEY GENERAL P H O N E : (907)365-3600  
F A X : (907)365-2539

SB 162
Background and Sectional Analysis

I. BACKGROUND

On N ovem ber 23, 1998, A laska and 45 other states (plus the D istrict o f  Colum bia and 5 
territories) entered into the Tobacco M aster Settlem ent A greem ent (“M SA ”) w ith certain 
Tobacco Product M anufacturers (know n as “ Participating M anufacturers” o r “PM s”). 
The M SA provides that in exchange for the PM s’ agreem ent to m ake specified paym ents 
to the Settling States — estim ated to exceed $200 billion through 2025 -  and their 
agreem ent to abide by extensive public health restrictions on the advertising, prom otion 
and m arketing o f  cigarettes, the Settling States agreed to release the PM s from  claim s by 
the S ta tes.1

Those non-participating Tobacco Product M anufacturers that did not sign the M SA 
(“N on-Participating M anufacturers” or “N PM s”) w ere not released from  potential State 
claim s and did not undertake any o f  the paym ent obligations or agree to abide by the 
public health restrictions. In order to ensure that Settling States that successfiilly sue 
N PM s in the future will have a fund against which they can recover any judgm ent or 
settlem ent m oneys, the M SA includes a proposed “M odel Statute” that, if  enacted by a 
Settling State, requires N PM s to m ake annual paym ents into a qualified escrow  fund 
based on the num ber o f  that N P M ’s cigarettes sold in the State." The M odel Statute is 
also intended to prevent N PM s from reaping a w indfall benefit by selling cigarettes in a 
Settling State w ithout bearing the costs that cigarette sm oking im poses on the State.

The M odel Statute declares:

It would be contrary to the policy o f  the state if  tobacco product m anufacturers 
who determ ine not to  enter into such a settlem ent could use a resulting cost

The released claims generally include claims arising out o f or in any way related to (a) 
the use, sale, distribution, manufacture, development, advertising, marketing or health effects of,
(b) the exposure to, or (c) research, statements, or warnings regarding, tobacco products. MSA 
§II(nn).

2 Alaska’s “model statute” was enacted in 1999 (ch. 46, SLA 1999) and is found at 
AS 45.53.



advantage to derive large, short-term  profits in the years before liability m ay arise 
w ithout ensuring that the state will have an eventual source o f  recovery  from  them 
i f  they are proven to have acted culpably; it is thus in the interests o f  the state to 
require that such m anufacturers establish an escrow  fund to guarantee a source o f  
com pensation and to  prevent such m anufacturers from  deriving large, short-term  
profits and then becom ing ju d g m en t-p roo f before liability  m ay arise.

§ 1, ch. 46, SLA  1999.

The M SA encouraged States to enact the M odel Statute by  creating a significant financial 
incentive: Settling States that enact and ‘diligently  en fo rce’ a M odel S tatute are not 
subject to certain  potential dow nw ard adjustm ents in receiving their annual M SA 
paym ents. All Settling States have enacted M odel Statutes.

A  Settling State through its attorney general o r other official m ay bring a civil action on 
b eh a lf o f  the State against any  Tobacco Product M anufacturer that fails to place into 
escrow  the funds required by  the M odel Statute. W hile the Settling States have been 
aggressively enforcing the provisions o f  the M odel Statutes, enforcem ent has proved 
costly  and cum bersom e. A m ong other things, the M odel Statute enables NPM s to sell 
cigarettes for up to 16 m onths in a State before the State can bring an action to enforce 
the M odel Statute. In addition, m any N PM s are located in foreign countries and it has 
proved difficult and expensive to obtain service o f  process o r to effect judgm ents. And, 
as the Settling States have m oved forward w ith num erous actions against non-com pliant 
N PM s, m any N PM s have devised ingenious schem es to evade com pliance. The purpose 
o f  this “com plem entary  legislation” is to m ake State enforcem ent o f  M odel Statutes m ore 
effective and thereby prom ote the purposes for w hich the M odel S tatutes w ere enacted.

A pproxim ately fifteen states, including A laska, have enacted com plem entary  legislation. 
A laska’s existing com plim entary legislation is AS 43.50.145, w hich sim ply provides that 
N PM  cigarettes for w hich escrow  paym ents have not been m ade are contraband and 
subject to confiscation. O ther sta tes’ com plim entary legislation have taken different 
form s but is largely sim ilar from  state to state. G enerally, these statutes: prohibit tax- 
stam ping o f  tobacco products that are not in com pliance w ith a Settling S ta te ’s M odel 
Statute; require certification that a Tobacco Product M anufacturer is either a Participating 
M anufacturer under the M SA  or, i f  an N PM , is in full com pliance w ith a S ta te ’s M odel 
Statute; require an attorney general or revenue departm ent to m aintain a list o f  Tobacco 
Product M anufacturers that are in com pliance w ith a Settling S ta te ’s laws; and subject 
violators to civil and crim inal penalties and license revocation/suspension.

C om plem entary legislation has been effective in prom oting com pliance w ith the M odel 
Statutes. This positive experience led the Tobacco C om m ittee to create a 
C om plem entary  Legislation W orking G roup, a m ulti-State staff-level group coordinated 
by the N A A G  Tobacco Project. T he W orking G roup was charged w ith developing draft
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com plem entary legislation that could be recom m ended as a m odel to all o f  the Settling 
States. A fter extensive deliberations, the W orking Group has now  recom m ended model 
legislation to the Tobacco Com m ittee, and the C om m ittee has recom m ended that the 
A ttorneys General o f  the Settling States give serious consideration to the legislation and 
designate its enactm ent a priority. The C om m ittee believes that enactm ent o f  such 
legislation by  all Settling States will prom ote the puiposes the M odel Statutes were 
designed to serve and safeguard paym ents to the Settling States that m ight otherw ise be 
imperiled.

I I . COMPLEMENTARY LEG ISLAT ION SUMMARY

The proposed m odel com plem entary legislation w ould require a state to m aintain a 
directory o f  cigarette products that are perm itted to be sold instate. The proposed 
legislation w ould prohibit the sale o f  products that are not listed in the directory. W hile 
all Tobacco Product M anufacturers w ould be required to m ake specific certifications 
before a brand could be listed in the directory, a N on-Participating M anufacturer would 
be further required to certify that: a) it is registered to do business in the state or has 
appointed an agent for service o f  process; b) it m aintains a Q ualified Escrow  Fund with 
an executed qualified escrow  agreem ent that has been review ed and approved by the 
State; c) it is in full com pliance w ith the escrow  statute; and d) it identifies the financial 
institution w here it has established such Q ualified Escrow  Fund and identifies all deposits 
and w ithdraw als to/from  said fund. In addition, neither an N PM  nor its brands will be 
listed in the directory unless all escrow  paym ents for any period have been fully paid and 
all outstanding final judgm ents for violations o f  the M odel Statutes fully satisfied.

The proposed model com plem entary legislation will also allow  the Settling State through 
its attorney general or o ther official to request inform ation to verify  the accuracy o f  
reported inform ation and will further perm it disclosure o f  inform ation to o ther state 
agencies to facilitate investigation. Civil penalties, including injunctive re lie f and 
designation o f  product as contraband subject to seizure, forfeiture and destruction are 
am ong the penalties imposed.

The proposed requirem ents will ensure that a Tobacco Product M anufacturer has met 
certain obligations before being perm itted to sell its products instate. This will help 
prevent significant periods o f  non-com pliance and w ill reduce the expense and difficulty 
o f  enforcem ent actions against NPM s.

The proposed model com plem entary legislation is intended to com plem ent A laska’s 
M odel Statute (AS 45.53), but it does not replace or am end A laska’s M odel Statute.

S B  1 6 2  P a g e  3
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III. S E C T I O N  R E V I E W

S e c t io n  1. F in d in g s  a n d  P u rp o s e

Several Settling States em phasized that in order to assist w ith passage o f  a proposed 
m odel bill, it w ould be helpful, and in som e cases, necessary to have a legislative 
declaration regarding the relationship between com plem entary legislation, fiscal 
soundness o f the State and advancem ent o f  public health issues.

S e c t io n  2.

AS 43.50.500

(a) R equires PM s to annually  certify that they are a participating m anufacturer. 
R equires N PM s to annually  certify that they are in com pliance w ith the model 
statute, A S 45.43.
(b) R equires PM s to attach a list o f  its brands to its certification.
(c) R equires N PM s to attach a list o f  its brands to its certification and provide 
inform ation about its instate sales.
(d) R equires N PM s to register to do business instate or appoint an instate agent for 
service o f  process. R equires N PM s to set up a “qualified escrow  fund.”
(e) R equires N PM s to provide inform ation about its qualified escrow  fund.
(f) R equires tobacco product m anufacturers to affirm  the identity o f  the brands it 

m anufactures. This provision is intended to prevent a m anufacturer from identifying a 
particular brand and then attem pting to assert that another party, such as an im porter or 
distributor, is responsible for escrow , other paym ent or certification obligations.

(g) R equires tobacco product m anufacturers to m aintain sales records for five 
years.

AS 43.50.510

This section establishes the requirem ents for the directory to be m aintained by the 
D epartm ent o f  R evenue for brands o f  tobacco products that m ay be sold in the state. The 
provisions o f  this section provide a means by  w hich a cigarette seller w ill be able to as 
certain  if  a particu lar brand o f  tobacco product m ay be perm issibly sold in the State. In 
addition, this section requires that the D epartm ent o f  R evenue shall update the directory 
as necessary  to keep it current. N otices provided by this section m ay be provided by 
electronic m ail in order to reduce the cost and expense for dissem inating any notices.

AS 43.50.520

(a) This subsection establishes that it is unlaw ful to sell a product that is not
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included in the directory.
(b) This subsection provides for a cigarette tax credit for licensees that perm issibly 

im port directory-listed cigarettes that are later de-listed p rio r to retail sale.

AS 43.50.530

This section requires any non-resident or foreign N PM  to establish an agent for 
service o f  process before its brands m ay be included on the d irectory established in AS 
43.50.510. The appointm ent o f  s rc h  an agent w ould be lim ited to actions arising out o f  
the enforcem ent o f  the com plem entary legislation or the M odel Statute, A S 45.53. 
Subsection (c) provides fo r service on the com m issioner o f  the D epartm ent o f  C om m erce 
and Econom ic D evelopm ent for failure to appoint an agent.

AS 43.50.540

This section establishes the reporting requirem ents for licensees. This provision 
will allow  m onitoring o f  the sales activity o f  NPM  product and provides an ongoing 
m ethod to evaluate com pliance. This section also provides the authority  to share 
inform ation obtained pursuant to the com plem entary legislation or M odel S tatute w ith the 
attorney general or other state agencies. The section also grants authority  to request 
additional inform ation as m ay be necessary to verify the accuracy o f  inform ation reported 
and to provide actual product or label sam ples as m ay be necessary to effect the purpose 
o f  the statute. Finally, subsection (e) perm its the adoption o f  regulations to require 
escrow  deposits on a quarterly  basis.

AS 43.50.550

This section provides for penalties for noncom pliance. Penalties include:
- R evocation or suspension o f  a licensee’s license and civil penalty.
- D esignation o f  non-com pliant N PM  tobacco products as contraband,

seizure and forfeiture o f  unlaw ful product.
- Injunctive re lie f against a licensee

AS 43.50.560

Subsection (a) establishes review  procedures in accordance w ith a AS 44.62 
(A dm inistrative Procedure Act) for determ inations regarding rem oval or non-listing o f  a 
tobacco product brand. Subsection (b) requires licensees to certify  com pliance w ith this 
law. Subsection (c) provides authority  to prom ulgate regulations. Subsection (d) 
provides for d isgorgem ent o f  any profits upon a finding o f  a violation by  a court.

A S 43.50.590
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Brand Family is intended to cover all variations o f  a brand o f  tobacco products 
that are sold instate. It is further intended to include the brand nam es o f  tobacco 
products that undergo slight m odification as a m eans o f  evading liability  under a Settling 
S ta te’s M odel Statute. For exam ple, in order to avoid an ongoing violation or potential 
injunction against a particular brand, som e m anufacturers have attem pted to m odify the 
nam e o f  a brand w hile m aintaining the product the sam e, i.e., changing the brand nam e 
from  D istinction to D istinctive or from B loom berg to B lum burg.

Section 3. C onform ing am endm ent to A dm inistrative Procedures Act, AS 44.62.

Section 4. R epeal o f  existing com plim entary legislation.

Section 5. T ransition— initial com pliance deadlines.

Section 6. E ffective date.

IV . ASSURANCES BY PARTIC IPATING MANUFACTURERS

A fter constructive deliberation w ith several Participating M anufacturers, Settling States 
and the PM s agreed upon certain assurances that the PM s would provide to the States. 
The assurances are intended to facilitate introduction and passage o f  C om plem entary 
Legislation in those States where there m ay be concerns that the proposed.

C om plem entary Legislation m ay be construed as am ending the M odel S tatute or M SA. 
The language agreed upon States in relevant part that:

the Settling States shall have no duty or obligation to enact the proposed 
C om plem entary Legislation or any sim ilar bill, and failure to enact such 
legislation shall not be used against any State in any proceeding to determ ine 
w hether that State has diligently enforced its escrow  s ta tu te .... A dditionally, 
enactm ent o f  the proposed M odel C om plem entary Legislation (or sim ilar bill 
containing no deviation o f  substance from the M odel C om plem entary  Legislation) 
shall not be construed as an am endm ent to the M odel S tatute or to the M SA and 
shall not constitute any breach o f  the M S A ....

The N A A G  Tobacco Project has secured assurances from the follow ing Participating 
M anufacturers: Philip  M orris, RJ Reynolds, Brown & W illiam son, Lorillard, C aribbean- 
A m erica Tobacco, Dharanj Im ports, Japan Tobacco In t’l, K ing M aker, Konci G& D, 
Liggett, L ignum -2, N at Sherm an, Planta, PT Djarum , Santa Fe N atural Tobacco, Top 
Tobacco, V ector Tobacco, V irginia Carolina, and W ind River.

M o s t  o f  t h e  d e f i n i t i o n s  m i r r o r  t h o s e  f r o m  t h e  M S A  o r  t h e  M o d e l  S t a t u t e ,  A S  4 5 . 5 3 .
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V. C O N C L U S I O N

The enactm ent o f  C om plem entary  Legislation will stream line enforcem ent o f  the N PM  
M odel Escrow  Statutes, safeguard annual M SA  paym ents and help com bat the 
proliferation o f  youth sm oking. The A ttorneys G eneral regard this legislation as 
extrem ely im portant and recom m end that the  proposed m odel C om plem entary  
Legislation be g iven legislative priority. A ttorneys from  the A laska D epartm ent o f  Law 
as well as the N A A G  Tobacco Project and the C om plem entary  Legislation W orking 
G roup are available to answ er additional questions on this issue o f  critical im portance.
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Requester Governor_____________________________________ Component No. 2211

STATE OF ALASKA Fiscal Note Number: 1______
2003 LEG ISLATIVE SESSION Bill Version: SB 162

(S) Publish Date: 3/28/03

Expenditures/Revenues____________________________ (Thousands of 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
T  ravel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 1 1

CHANGE IN REVENUES ( ) I I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 G F  Match
1004 G F
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
Check this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate pane 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___________________________________  Date/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_________________________________________
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FISCAL NOTE
STATE OF ALASKA
2003 LEG ISLAT IVE SESSION

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

Master Settlement Agreement

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

Dept. Affected: 
[BRU
'Component

SB 162
3/28/03

Revenue Operations
Tax Division

Sponsor
Requester

Rules Committee
Governor

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2476

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

CHANGE IN REVENUES ( ) |

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 (X) if funding for this bill is included in the Governor’s FY 2004 budget proposal: 

POSITIONS ____
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqo if necessary)

This legislation would have no significant liscal 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 Persily, Deputy Commissioner Phone 465-5469
Department of Revenue Date/Time 1/29/03 11:23 AM

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