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C u r r e n t l y ,  SBS i s  fu n d e d  b y  c o n t r i b u t i o n s  b y  t h e  e m p lo y e r  i n  
' a n  am oun t e q u a l  t o  1 2 .2 6  p e r c e n t  o f  e a ch  o f . i t s  e m p lo y e e 's  

w a g e s ,  up  t o  t h e  s o c i a l  s e c u r i t y  t a x a b l e  wage b a s e .  H a l f  o f  
t h e  c o n t r i b u t i o n  comes f r o m  a m a n d a to r y  b e f o r e - t a x  r e d u c t i o n  
i n  e m p lo y e e  w ages . T h e r e f o r e ,  i n  e f f e c t ,  t h e  e m p lo y e r  and  
e m p lo y e e  e a ch  c o n t r i b u t e  6 .1 3  p e r c e n t  o f  w a g e s . U n d e r  t h e  
s p o n s o r  s u b s t i t u t e ,  t h e  e n t i r e  am oun t o f  b o t h  t h e  e m p lo y e r  
and  e m p lo y e e  p o r t i o n s  o f  t h e  c o n t r i b u t i o n  w i l l  be  d e p o s i t e d  
i n  t h e  a n n u i t y  a c c o u n t .  E m p lo y e e s  w i l l  be  a b l e  t o  e l e c t  
a d d i t i o n a l  t a x - f r e e  wage r e d u c t i o n s  t o  p a y  f o r  i n s u r a n c e  
b e n e f i t s  a v a i l a b l e  u n d e r  t h e  c a f e t e r i a  p l a n .  O f  c o u r s e ,  an 
e m p lo y e e 's  e l e c t i o n  o f  f u r t h e r  wage r e d u c t i o n s  t o  p u r c h a s e  
c a f e t e r i a  p l a n  b e n e f i t s  w i l l  r e s u l t  i n  l o w e r  ta k e -h o m e  p a y .  
T h i s  r e s u l t  c o u ld  be  a v o id e d  i f  some l e s s e r  f i x e d  p o r t i o n  o f  
t h e  e m p lo y e e 's  c u r r e n t  6 .1 3  p e r c e n t  wage r e d u c t i o n  i s  
r e q u i r e d  t o  be  d e p o s i t e d  i n  t h e  a n n u i t y  a c c o u n t .  The r e ­
m a i n in g  p o r t i o n  w o u ld  t h e n  be  a v a i l a b l e  f o r  t h e  em p lo ye e  t o  
a l l o c a t e  t o  c a f e t e r i a  p l a n  b e n e f i t s  ( t a x - f r e e )  o r  t o  i n ­
c r e a s e  ta k e -h o m e  p a y  ( t a x a b l e  e a r n i n g s ) .

B e cau se  o f  t h e  v a r y i n g  f i n a n c i a l  s i t u a t i o n s  among s t a t e  em­
p lo y e e s  and  v a r y i n g  n e ed s  f o r  i n s u r a n c e  b e n e f i t s ,  my A dm in ­
i s t r a t i o n  ha s  n o t ,  a t  t h i s  p o i n t ,  a t t e m p t e d  t o  s e l e c t  a p a r ­
t i a l  am oun t o f  t h e  e m p lo y e e  c o n t r i b u t i o n  t o  be  made a v a i l ­
a b le  t o  p u r c h a s e  t h o s e  b e n e f i t s .  As I  m e n t io n e d  e a r l i e r ,  
t h e  b i l l  s im p l y  r e q u i r e s  t h e  f u l l  6 .1 3  p e r c e n t  em p lo ye e  c o n ­
t r i b u t i o n  t o  be d e p o s i t e d  i n  t h e  e m p lo y e e 's  a n n u i t y  a c c o u n t .  
The d i v i s i o n  o f  r e t i r e m e n t  and  b e n e f i t s  w i l l  p r e p a r e  w r i t t e n  
m a t e r i a l s  t o  be s e n t  t o  a l l  SBS members e x p l a i n i n g  t h e  need  
f o r  and  p r o v i s i o n s  o f  t h i s  b i l l .  I n  a d d i t i o n ,  i n f o r m a t i o n a l  
m e e t i n g s  a r e  b e in g  p la n n e d  b y  t h e  d i v i s i o n  t o  be h e l d  
t h r o u g h o u t  t h e  s t a t e .  A t  t h e s e  m e e t i n g s ,  SBS members w i l l  
be  a f f o r d e d  t h e  o p p o r t u n i t y  t o  e x p r e s s  t h e i r  p r e f e r e n c e s  as 
t o  w h e t h e r  t h e  b i l l  s h o u ld  make p a r t  o r  a l l  o f  t h e  em p lo ye e  
c o n t r i b u t i o n  a v a i l a b l e  f o r  members  t o  a l l o c a t e  t o  p u r c h a s e  
o f  i n s u r a n c e  b e n e f i t s  and  i n c r e a s e  i n  ta k e -h o m e  p a y  i n s t e a d  
o f  r e q u i r i n g  t h e  e n t i r e  e m p lo y e e  c o n t r i b u t i o n  t o  be 
d e p o s i t e d  i n  t h e  a n n u i t y  a c c o u n t .

Two a d d i t i o n a l  amendmen ts  t o  t h e  SBS s t a t u t e s  a r e  i n c l u d e d  
i n  t h e  s p o n s o r  s u b s t i t u t e .  F i r s t ,  t h e  o p t i o n  o f  s e l e c t i n g  
d e p e n d e n t  c a r e  b e n e f i t s  i s  a dded  t o  t h e  c a f e t e r i a  p l a n .  
S e c t i o n  5 o f  t h e  b i l l .  S e c o n d ,  p r o v i s i o n s  t h a t  p r o t e c t  SBS 
c o n t r i b u t i o n s  f r o m  c e r t a i n  a l i e n a t i o n s  and  a t t a c h m e n t s  a r e  
s p e c i f i c a l l y  added  t o  t h e  s t a t u t e .  S e c t i o n  7 o f  t h e  b i l l .  
A l t h o u g h  t h e  SBS A n n u i t y  P la n  a l r e a d y  p r o v i d e s  f o r  t h i s  p r o ­
t e c t i o n  (a s  do a l l  p r i v a t e  p e n s io n  p l a n s  and  t h e  s t a t e ' s  
t e a c h e r s '  and  p u b l i c  e m p lo y e e s '  r e t i r e m e n t  s y s t e m s ) , t h e  
t e rm s  o f  t h e  p l a n  a r e  o n l y  r e a d i l y  a v a i l a b l e  i n  p a m p h le t s
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p r i n t e d  b y  DO A 's  d i v i s i o n  o f  r e t i r e m e n t  and  b e n e f i t s .  I n ­
c l u s i o n  o f  t h e  s a f e g u a r d  p r o v i s i o n s  i n  t h e  s t a t u t e  w i l l  b e t ­
t e r  a l e r t  SBS members and  t h e i r  c r e d i t o r s  t o  t h e  p r o t e c t i o n .

I  u r g e  p r o m p t  p a s s a g e  o f  t h i  
t h e  i n t e g r i t y  o f  o u r  SBS

s u b s t i t u t e  t o  a s s u r e



The H onorable A1 Adam s 
Chairm an, H ouse  F in an ce  C om m ittee  
A laska  H ouse  o f  R ep resen ta t iv es  
P.O. Box V
Juneau , A laska  99811 April 8 , 1988

D ear  R ep re sen ta t iv e  A dam s:

The purpose o f  this le t te r  is to apprise y our  com m ittee o f  a provision in SSHB 252 that 
was deleted by the H ouse  State Affairs Committee.

Section 3 o f  SSH B 25 2  would have reduced both em ployer  and em ployee  contributions 
to the Supplem enta l B enef its  System  by  any m andatory  p ay m en ts  to the federal social 
security system. CSSS HB 252 (SA) does not include this section.

I respectfu lly  req u es t  tne H ouse  F inance  C om m ittee  to c o n s id e r  re in s ta t ing  this 
p rov is ion  fo r tw o  reasons:

1. F o r  em ployees h ired  after M arch 31, 1986, the s ta te  and em ployees are already
requ ired  to pay  p rem iu m s to the federal governm en t fo r  the m ed ica re  portion  t , i 
o f  social security. This  currently  costs the State -ffi-W lO O " c o s t s #  /('o'* ' 0
em ployees  an equal am ount.  R einsta ting  the p rov is ion  w ill rep resen t 
im m edia te  sav ings to both  the State and em ployees. Furtherm ore ,  these 'fU*. • 
sav ings w ill increase  as tu rn o v er  in the w orkforce  p roduces  m ore and more 
em p lo y ees  su b jec t  to  th is  pa r tic ipa tion .

2. W e expect Congress  to consider, but not necessarily  to pass  this year, a 
p rov is ion  to requ ire  m edicare  p rem ium s fo r  all em ployees  regard less  o f  hire 
date. In addition, som e time dow n the road, they will p robably  once again 
c o n s id e r  co m p e l l in g  full par tic ipa tion  o f  s ta te  em p lo y ees  in the  social security 
system. R everting  back to the provisions o f  SSHB 252 will protect the state and 
em ployees  from  doub le  paym ent i.e m aking  contribu tions to SBS and at the 
sam e tim e be ing  requ ired  to partic ipate ,  par tia lly  o r  fu lly , in social security.

0 2 -8 9  LH

f e a c K  o p  P f l s f t y
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Attached is Section 3 o f  SSH B  252  which was deleted in the H ouse State Affairs 
comm ittee. I hope this information w ill be o f  assistance to you .

S in c e r e ly ,

M . Andrews 
C o m m is s io n e r

A t ta c h m e n t



Sponsor Substitute H ouse B ill 2 52

Sec. 3 A S 39 .3 0 .1 5 0  is amended by adding a new subsection to read:

(d ) I f  a participating employer is required by federal law  to participate in 
any part o f  the federal socia l security system , (1 )  the em p loyer con tribution  required 
by (a ) o f  this section must be reduced by either the amount required to be paid by the 
employer to the socia l security system on behalf o f  the em ployee , o r  6 .1 3  percent 
whichever is less, and (2 )  the employee wage reduction required by (a ) o f  this 
section must be reduced by the amount required to be paid by the em ployee to the 
socia l security system or 6 .1 3  percent whichever is less.



A P E A
A l a s k a  P u b l i c  

E m p l o y e e s  A s s o c i a t i o n
S t a l 9  H e a d q u a r t e r s :  3 4 0  N. F r a n k l in ,  J u n e a u ,  AK 9 9 8 0 1  (907) 5 8 6 -2334

A P E A

MEMORANDUM

T O :  R e p r e s e n t a t i v e  F r a n  U l m e r ,  C h a i r p e r s o n

H o u s e  S t a t e  A f f a i r s  C o m m i t t e e

F R O M :  C h e r i e  S h e l l

S U B J E C T :  H B  2 5 2

D A T E :  F e b r u a r y  2 3 ,  1 9 8 8

A P E A  h a s  r e v i e w e d  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n s  p r o p o s e d  

l e t t e r  a n d  d r a f t  b a l l o t  ( a t t a c h e d )  r e g a r d i n g  t h e  S u p p l e m e n t a l  

B e n e f i t s  S y s t e m .  T h e  p r o p o s e d  l e t t e r  i s  c l e a r  a n d  c o n c i s e  b u t  

b o t h  d o e s  n o t  a d d r e s s  S e c t i o n  3  o f  t h e  l e g i s l a t i o n  w h i c h  w o u l d  

l e d u c e  e m p l o y e r  a n d  e m p l o y e e  c o n t r i b u t i o n s  t o  t h e  S B S  a n n u i t y  

a c c o u n t .  I n  o r d e r  t o  m a k e  a n  i n f o r m e d  c h o i c e  t h a t  i s s u e  s h o u l d  

b e  r e s o l v e d  p r i o r ,  t o  a n  e l e c t i o n .  A n  e m p l o y e e  h i r e d  a f t e r  A p r i l  

1 9 8 6  m a y  v o t e  f o r  a  l o w e r  e m p l o y e e  c o n t r i b u t i o n  t o  t h e  a n n u i t y  

a c c o u n t  b e l i e v i n g  t h e  e m p l o y e r  c o n t r i b u t i o n  w o u l d  b e  6 . 1 3 %  w h e n  

i n  f a c t  i t  w o u l d  b e  4 . 6 8 %  a s  t h e  l e g i s l a t i o n  i s  c u r r e n t l y  

d r a f t e d .

A s  I  i n d i c a t e d  p r e v i o u s l y ,  A P E A  i s  c o n c e r n e d  a b o u t  a u t o m a t i c  

p r o v i s i o n  o f  t h e  l e g i s l a t i o n  w h i c h  w o u l d  r e d u c e  e m p l o y e r  a n d  

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

s o c i a l  s e c u r i t y  c o n t r i b u t i o n s .  A P E A  b e l i e v e s  e a c h  s o c i a l  

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

t h e  S B S  a n d  c h a n g e  s h o u l d  t h e n  b e  m a d e  a s  t h e  l e g i s l a t u r e  d e e m s  

a s  a p p r o p r i a t e .

I n  t h e  p r e s e n t  c a s e ,  A P E A  o p p o s e s  r e d u c i n g  e m p l o y e e s '  b e n e f i t s  b y  

1 . 4 5 % .  T h e  s t a t e ' s  c o n t r i b u t i o n s  t o  t h e  S B S  a n d  t h e  1 . 4 5 %  t o  

s o c i a l  s e c u r i t y  f o r  t h o s e  e m p l o y e e s  h i r e d  a f t e r  A p r i l  1 9 8 6  i t  i s  

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

c o n t r i b u t i o n s .  T h e  i n c r e a s e d  c o s t  w h i c h  t h e  s t a t e  i s  c u r r e n t l y  

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

s a v i n g s  r e s u l t i n g  f r o m  p a r t i c i p a t i o n  i n  t h e  S B S  r a t h e r  t h a n  

s o c i a l  s e c u r i t y .

I n  r e f e r e n c e  t o  t h e  d r a f t  b a l l o t ,  A P E A  w o u l d  l i k e  t o  s e e  t h e  

b a l l o t  p r o v i d e  f o r  o n l y  t w o  c h o i c e s .  T h i s  l e g i s l a t i o n  i s  q u i t e

Fairbanks Field Office 
825 College Road 
Fairbanks, AK 99701 

Telephone: (907)456-5412

Anchorage Field Office 
833 Gambell Street, Suite A 

Anchorage, AK 99501 
Telephone: (907) 274-1688

Juneau Field Office 
227 4th Street 

Juneau, AK 99801 
Telephone: (907) 586-6305



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

c o n f u s i o n  a b o u t  w h i c h  o p t i o n  t o  s e l e c t .  A P E A ' s  p r e f e r e n c e  o n  t h e  

b a l l o t  i s  t w o  o p t i o n s  i n c l u d i n g  a n  a n n u i t y  o f  6 . 1 3 %  a n d  a n  

a n n u i t y  o f  4 . 2 5 % .  T h e  S B S  w a s  d e s i g n e d  p r i m a r i l y  a s  a  r e t i r e m e n t  

s y s t e m  t o  r e p l a c e  s o c i a l  s e c u r i t y ,  n o t  p r o v i d e  a d d i t i o n a l  t a k e  

h o m e  d o l l a r s  t o d a y .

I  w o u l d  b e  h a p p y  t o  a n s w e r  a n y  q u e s t i o n s  y o u  m a y  h a v e .

A t t a c h m e n t

c c :  H o u s e  S t a t e  A f f a i r s  C o m m i t t e e
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E m p l o y e e s  A s s o c i a t i o n  M r  C M
S ta te  Headquarters: 340 N . F ra n k lin , J u neau , AK 99801 (907) 586-2334

MEMORANDUM

TO: R e p r e s e n t a t i v e  A l  Adams, C h a i rm a n
House F in a n c e  C om m it te e

FROM: C h e r ie  S h e l l e y
SUBJECT: CSHB 252

S u p p le m e n ta l  B e n e f i t s  S ys tem

DATE: A p r i l  8 ,  1988

CSHB 252 i s  v i t a l  l e g i s l a t i o n  f o r  t h e  S u p p le m e n ta l  B e n e f i t s  S y s te m .  
As a r e s u l t  o f  t h e  f e d e r a l  Tax  R e fo rm  A c t  o f  1 9 8 6 ,  t h e  S u p p le m e n ta l  
B e n e f i t s  S ys tem  m us t be amended p r i o r  t o  J a n u a r y  1 ,  1989 o r  t h e  SBS 
c o n t r i b u t i o n s  w i l l  be s u b j e c t  t o  f e d e r a l  t a x a t i o n .  Such t a x a t i o n  
w o u ld  a d v e r s e l y  a f f e c t  a l l  SBS p a r t i c i p a n t s ,  h i c h  i n c l u d e  
e x e c u t i v e ,  l e g i s l a t i v e  and j u d i c i a l  b r a n c h  e m p lo y e e s .
The l e g i s l a t i o n  amends t h e  S u p p le m e n ta l  B e n e f i t s  S ys tem  t o  p r o v i d e  
f o r  b o t h  t h e  e m p l o y e r ' s  and t h e  e m p lo y e e 's  c o n t r i b u t i o n s  t o  be 
d e p o s i t e d  i n  t h e  e m p lo y e e 's  SBS a n n u i t y  a c c o u n t .  T h i s  i s  
c o n s i s t e n t  w i t h  t h e  r e c e n t  D e p a r tm e n t  o f  A d m i n i s t r a t i o n  s u r v e y  i n  
w h ic h  84 p e r c e n t  o f  t h e  em p lo ye e s  r e s p o n d in g  v o t e d  f o r  t h e  maximum 
c o n t r i b u t i o n  t o  t h e  a n n u i t y  a c c o u n t .  S u p p le m e n ta l  i n s u r a n c e  
p r e v i o u s l y  a v a i l a b l e  u n d e r  SBS may be p u r c h a s e  f r o m  t h e  e m p lo y e e 's  
r e g u l a r  p a y c h e c k .  How eve r t h e  l e g i s l a t i o n  a l l o w s  t h e  i n s u r a n c e  
p re m iu m  t o  be d e d u c te d  p r i o r  t o  f e d e r a l  t a x e s  b e in g  w i t h h e l d .
APEA h a s  b een  a d v i s e d  t h a t  t h e  D e p a r tm e n t  o f  A d m i n i s t r a t i o n  w i l l  be 
s u b m i t t i n g  an amendment t o  CSHB 252 w h ic h  w o u ld  a u t o m a t i c a l l y  
r e d u c e  b o t h  t h e  e m p lo y e r  and th e  em p lo ye e  c o n t r i b u t i o n s  t o  t h e  SBS 
a n n u i t y  a c c o u n t  b y  an y  m anda te d  c o n t r i b u t i o n s  t o  t h e  f e d e r a l  s o c i a l  
s e c u r i t y  s y s te m .  T h is  la n g u a g e ,  i f  a d o p te d ,  w o u ld  im m e d ia t e l y  
r e d u c e  SBS b e n e f i t s .  The s t a t e  i s  c u r r e n t l y  c o n t r i b u t i n g  1 .4 5  
p e r c e n t  t o  t h e  m e d ic a r e  p ro g ra m  f o r  em p lo ye e s  h i r e d  a f t e r  A p r i l  
1 9 8 6 .  Such  em p lo ye e s  a r e  a l s o  m a k in g  a l i k e  c o n t r i b u t i o n .  APEA 
o p p o s e s  r e d u c in g  t h e  SBS b e n e f i t s  f o r  t h e s e  e m p lo y e e s .
I t  s h o u ld  be n o te d  t h a t  t h e  SBS c o n t r i b u t i o n  r a t e  i s  f i x e d  a t  6 .1 3  
p e r c e n t ;  t h e  c u r r e n t  s o c i a l  s e c u r i t y  r a t e  i s  7 . 5 1  p e r c e n t .  The

Fairbanks Field Office 
825 College Road 
Fairbanks, AK 99701 

Telephone: (907) 456-5412

Anchorage Field Office 
833 Gambell Street, Suite A 

Anchorage, AK 99501 
Telephone: (907) 274-1688

Juneau Field Oflice 
227 4th Street 

Juneau, AK 99801 
Telephone: (907) 586-6305



s t a t e ' s  6 . 1 3  p e r c e n t  c o n t r i b u t i o n  t o  S B S  a n d  1 . 4 5  p e r c e n t  

c o n t r i b u t i o n  t o  m e d i c a r e  t o t a l s  7 . 5 8  p e r c e n t  o r  j u s t  0 . 0 7  p e r c e n t  

h i g h e r  t h a n  t h e  c u r r e n t  s o c i a l  s e c u r i t y  r a t e .  T h i s  i n c r e a s e d  c o s t  

i s  m o r e  t h a n  o f f s e t  b y  t h e  m i l l i o n s  o f  d o l l a r s  t h e  s t a t e  h a s  s a v e d  

a n d  w i l l  c o n t i n u e  t o  s a v e  i n  t h e  f u t u r e  a s  a  r e s u l t  o f  

p a r t i c i p a t i n g  i n  S B S  r a t h e r  t h a n  t h e  s o c i a l  s e c u r i t y  s y s t e m .  A P E A

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

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

T h e  A l a s k a  P u b l i c  E m p l o y e e s  A s s o c i a t i o n  r e q u e s t s  y o u r  s u p p o r t  f o r

t h e  H o u s e  S t a t e  A f f a i r s  C o m m i t t e e  S u b s t i t u t e  f o r  H B  2 5 2 .

Thank  y o u .
c c :  House F in a n c e  C om m it te e
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A l a s k a  P u b l i c  

E m p l o y e e s  A s s o c i a t i o n
J u n eau  F ie ld  O ff ice : 227 4th S treet, J uneau , AK 99801 (907) 586-6305

A P E A

SUPPLEMENTAL BENEFITS SYSTEM
The d i f f e r e n c e  b e tw e e n  S pon so r  S u b s t i t u t e  f o r  House B i l l  252 
and  C o m m it te e  S u b s t i t u t e  f o r  S p o n so r  S u b s t i t u t e  f o r  h ouse  B i l l  
2 5 2 ,  S t a t e  A f f a i r s  a r e  as f o l l o w s :
SSHB 252
S e c t i o n  3 o f  SSHB 252 w o u ld  a u t o m a t i c a l l y  re d u c e  b o t h  t h e  
e m p lo y e r  and t h e  em p lo ye e  c o n t r i b u t i o n s  t o  SBS b y  an y  m anda te d  
c o n t r i b u t i o n s  t o  t h e  f e d e r a l  s o c i a l  s e c u r i t y  s y s te m .  C u r r e n t l y  
b o t h  t h e  s t a t e  and  t h e  em p lo ye e s  h i r e d  a f t e r  A p r i l  1986 a r e  
c o n t r i b u t i n g  1.45% t o  th e  s o c i a l  s e c u r i t y  m e d ic a r e  p ro g ra m  i n  
a d d i t i o n  t o  t h e  6 .13% c o n t r i u j t i o n  t o  SBS.
W h i l e  S e c t i o n  3 w o u ld  save  th e  s t a t e  $ 6 5 5 ,0 0 0  i n  FY 8 9 ,  i t  
s h o u ld  be n o te d  t h a t  p a r t i c i p a t i o n  i n  SBS r a t h e r  th a n  s o c i a l  
s e c u r i t y  s a v e s  t h e  s t a t e  m i l l i o n s  o f  d o l l a r s .  A c c o r d in g  t o  t h e  
D e p a r tm e n t  o f  A d m i n i s t r a t i o n ,  D i v i s i o n  o f  R e t i r e m e n t  and 
B e n e f i t s ,  d u r i n g  c a le n d a r  y e a r  1 9 8 7 , t h e  s t a t e  sa ve d  $ 3 ,9 3 7 , 1 0 0  
b y  p a r t i c i p a t i n g  i n  SBS r a t h e r  t h a n  s o c i a l  s e c u r i t y ;  t h i s  c o s t  
s a v in g s  i n c l u d e s  th e  c o s t  o f  m e d ic a r e  p a r t i c i p a t i o n .  I n  
c a l e n d a r  y e a r  1 9 8 8 , t h e  s a v in g s  as a r e s u l t  o f  SBS 
p a r t i c i p a t i o n  w i l l  i n c r e a s e  t o  $ 5 ,3 4 8 , 8 0 0 .

CSSSHB 252

The House S t a t e  A f f a i r s  C om m it te e  rem oved  t h e  la n g u a g e  o f  
S e c t i o n  3 and  m a in t a i n e d  t h e  s t a t u s  q u o .  APEA s u p p o r t s  th e  
House S t a t e  A f f a i r s  C o m m i t t e e 's  a c t i o n  on t h e  c o m m i t te e  
s u b s t i t u t e .

Anchorage Field Office 
833 Gambell Street. Suite A 

Anchorage. Alaska 99501 
Te'iphone: (907) 274-1688

Slate Headquarters 
340 N. Franklin Street 
Juneau, Alaska 99801 

Telephone: (907) 586-2334

Fairbanks Field Office* 
825 • 0 College Road 

Fairbanks. Alaska 99701 
Telephone: (907) 456-5412



Official Business

Alaska State Legislature
H o u s e

^ s.,

P.O. BOX V 
S ta te  C a p ito l  

Juneau, Alaska 99811

M a rc h  2 ,  1988

TO: H ouse  S t a t e  A f f a i r s  C o m m it te e

FROM: R e p r e s e n t  'fê -F’r a n  U lm e r ,  C h a i r
House  S t a t e / ?  a f f a i r s

R E : SSHB 252

I  r e c e i v e d  t h e  a t t a c h e d  l e t t e r  f r o m  C o m m is s io n e r  J o h n  A n d rew s  
o u t l i n i n g  when t h e  s u r v e y  was s e n t  a n d  h i s  e x p e c t a t i o n s  a s  t o  
w hen  t h e  b a l l o t s  w i l l  b e  r e t u r n e d .  He a l s o  e x p l a i n s  why  a 
r e f e r e n c e  was n o t  made t o  t h e  1 .45%  M e d ic a r e  r e d u c t i o n  f o r  new 
e m p lo y e e s .

I t  was my i n t e n t i o n  t h a t  t h e  House  S t a t e  A f f a i r s  C o m m it te e  h a v e  a 
c h a n c e  t o  commen t o n  t h e  l e t t e r  a nd  s u r v e y  p r i o r  t o  i t s  b e i n g  
s e n t .  A p p a r e n t l y  t h i s  was n o t  t h e  C o m m is s io n e r 's  u n d e r s t a n d i n g  
s i n c e  h e  d i d  m a i l  t h e i r  d r a f t  v e r s i o n .  R e g a r d l e s s ,  we do  h a v e  
SSHB 252 b e f o r e  u s ,  a nd  w i l l  h a v e  a m p le  o p p o r t u n i t y  t o  c o n s i d e r  
t h e  s u r v e y  r e s u l t s ,  h e a r  t e s t im o n y  a nd  make c h a n g e s  a s  n e c e s s a r y .



F e b r u a r y  2 6 ,  1988

H o n o r a b le  F ra n  U lm e r  
R e p r e s e n t a t i v e  
P .O . Box  V
J u n e a u ,  A la s k a  99811 

Re: SBS L e t t e r  t o  E m p lo ye e s

D ea r  R e p r e s e n t a t i v e  U lm e r :

The a t t a c h e d  l e t t e r  and  b a l l o t  a r e  b e i n g  s e n t  t o  a l l  S t a t e  
e m p lo y e e s .  A p p r o x im a t e l y  6 ,0 0 0  w i l l  r e a c h  t h e  p o s t  o f f i c e  
on  S a t u r d a y ,  F e b r u a r y  2 7 ,  1 9 8 8 ,  w i t h  t h e  r e m a in d e r  m a i l e d  b y  
Monday a f t e r n o o n ,  F e b r u a r y  2 9 ,  1 9 8 8 .

The b a l l o t s  w i l l  be i n d i v i d u a l l y  n um be re d  and  t h e  r e t u r n  
d e a d l i n e  i s  M a rc h  1 5 ,  1 9 8 8 .  We p l a n  t o  p r o v i d e  a r e p o r t  o f  
t h e  r e s u l t s  t o  t h e  House S t a t e  A f f a i r s  C o m m it te e  b y  
M a rch  1 8 .

The b a l l o t  o f f e r s  t h r e e  o p t i o n s  (6 .1 3% , 4 .2 5% , 2 .37% ) t o  
g i v e  a b r o a d  r a n g e  o f  r e a l i s t i c  a l t e r n a t i v e s .

The 1 .45% f o r  M e d ic a r e  i s  n o t  m e n t i o n e d  i n  t h e  e m p lo y e e  
s u r v e y  i n  o r d e r  t o  k e e p  t h e  q u e s t i o n  as s im p le  as p o s s i b l e  
and t o  l i m i t  t h e  q u e s t i o n  t o  t h e  i s s u e  o f  how S t a t e  
e m p lo y e e s  w i s h  t o  s p e n d  t h e i r  own m one y . I  v i e w  t h e  1.45% 
M e d ic a r e  q u e s t i o n  as a m a t t e r  o f  s t a t e  f i s c a l  p o l i c y  w h ic h  
s h o u ld  be  r e s o l v e d  d i r e c t l y  b e tw e e n  t h e  L e g i s l a t u r e  and  t h e  
e x e c u t i v e  b r a n c h .

S i n c e r e l y ,

J o h n  M. A nd rew s  
C o m m is s io n e r

A t t a c h m e n t

J M A / l c

02-B9LH
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PuOHC Emoioyers Social Secufily Contntjutions

STEVE COWPER, G O V ER N O R  
February 25, 1988

Major changes will be required in the Supplemental Benefits System (SBS) 
beginning January 1, 1989. These changes are required as a result of the 
federal Tax Reform Act of 1986. Legislation has been introduced by the 
governor and must be enacted this session to provide for the changes. 
Information is being requested from you to help determine the direction 
the change will take.

The SBS was created in 1980 to replace Social Security by providing future 
retirement benefits and current insurance benefits supplemental to the 
state health plan. Currently, the SBS consists of tv/o major parts; 
insurance benefits and retirement money accumulation (annuity). Under 
today's SBS, 6.13% of your salary is deducted from your wages before taxes 
are calculated. This percentage is matched by the State for a total 
contribution to the SBS of 12.26% of your gross wages. This contribution 
is made to the SBS on each employee's behalf and is used to first pay the 
SBS administrative fees and insurance premiums for each en.ployee, with the 
remainder being deposited into the employee's annuity account.

Since each employee chooses his or her own insurance election and 
insurance premiums vary with each employee's age and salary, the result is 
that different percentages of salary are contributed to the annuity 
accounts for each employee.

This structure will not be allowed under the Tax Reform Act. A pre-set, 
uniform, and non-discretionary percentage of salary must be contributed to 
the annuity account for each employee.

In an effort to maintain as much consistency with the current SBS plan and 
ideals, the proposed legislation establishes two separate plans; a 
free-standing insurance plan and a free standing annuity plan. Each plan 
will be qualified under separate provisions of the Internal Revenue Tax 
Code. The entire employer contribution (6.13%) will go into the annuity 
plan.

The question that remains, and on which we would ask your advice, is: 
What should each employee's percentage contribution be to the annuity 
plan?

The answer could be all, or some portion, of the current 6.13% employee 
contribution. Whatever portion of this amount is not paid into the 
annuity account would increase the employee's "pre-taxable income" (income 
before federal taxes are calculated). It would then be available to help 
pay premiums under the separate insurance plan, or to increase take-home 
pay.

D E P A R T M E N T  O F  A D M I N I S T R A T I O N

DIVIS ION OF RETIREMENT & BENEFITS 
PLEASE REPLY TO:

□  P.O.BOX CR □  2600 DENALI ST. SUITE 401
JUNEAU. ALASKA 99811-0203 ANCHORAGE. ALASKA 99503-2/40
PHONE: (907)465-4460 PHONE: (907) 277-7504

Dear SBS Participant:

Note: Please Include Your Social Security Number In All Correspondence & Requests Concerning Your Benefits.



SBS P a r t i c i p a n t -2- F e b r u a r y  25, 1988

The separate insurance plan will allow each employee to select from any or 
all of the insurance options (including dependent care coverage) and to 
pay for those selections with dollars from "pre-taxable income". Of 
course, the total cost of the options selected will ultimately affect your 
net taxable income.

We have selected three sample alternatives to illustrate the effects on 
the annuity account and on gross salary of various employee contribution 
percentages paid to the annuity account. These examples assume a monthly 
salary of $2100.00 and monthly insurance premiums of $50.00. The examples 
do not include administrative costs.

SAMPLE ALTERNATIVES

Employer Employee Total Monthly Amount of Increase Net Effect on
6.13% Annuity Annuity Contribution Contribution to "Pre-Taxable Taxable Income After 
Contribution Percent Amount to Annuity Income" Before Insurance Premiums 

 Insurance Premiums_______of $50/mo.

$128.73 6.13 $128.73 $257.46 $ 0 -$50.00
128.73 4.25 89.25 217.98 39.48 - 10.52
128.73 2.37 49.77 178.50 78.96 + 28.96

Enclosed is a survey form on which you may indicate your preference on the
level of contributions all employees would make to their annuity accounts.
Remember this is in addition to the "employer" contribution of 6.13%. If 
you choose a high amount, such as 6.13%, you are indicating your 
preference for pre-tax savings for retirement or other purposes for use 
after your termination. If you choose a low amount, such as 2.37%, you 
are indicating your preference for current-year income which you may use 
for the purchase of insurance premiums or to increase your regular taxable 
payroll.

The survey is for information purposes only. The results of the
information will be used by both the legislature and the administration in 
determining the direction of the final legislation. The final employee's 
annuity contribution rate will ultimately be set by the legislature. 
However, your input will help provide needed information for the
legislature's consideration.

These are important decisions. There will be future correspondence on 
this subject as events develop. If you have any questions, please contact 
the Supplemental Benefits System at 465-4460.

Sincerely,

Robert F. Stalnaker 
Acting Director

RFS/MBC/LMT/cam/9
Enclosure



D IV IS IO N  O F  R E T IR E M E N T  AND BEN EF ITS  

SUPPLEMENTAL BENEFITS SYSTEM  SURVEY

Please indicate your preference for the "employee’s" annuity contribution rate that should 
be established by the State by checking one o f the follow ing alternatives and returning this 
survey form by March 15, 1988 to: Division o f  Retirement & Benefits, P.O . Box CR, Juneau, 
Alaska 99811 or 2600 Denali, Suite 401, Anchorage, Alaska 99503. You may also return your 
ballot to your personnel office for delivery to Mail Stop 0203 .

1. _______ Maximum Annuity Contribution (6 .13% ):
Under this alternative, the entire current contribution o f 6 .13%  will go to your 
annuity account. If you wish to purchase insurance benefits, your taxable 
income will decline by the amount o f your insurance costs.

2. _______ M iddle Annuity Contribution (4 .25% ):
Under this alternative, 4 .2 5%  o f your eamings will go to your annuity 
account. The balance, 1.88%  o f your earnings, will be available for 
purchasing insurance benefits or take-home pay. You will experience an 
increase (decrease) in your taxable income depending on whether your 
insurance purchases are smaller (greater) than 1.88%  o f  your earnings.

3. _______ Low  Annuity Contribution (2 .37% ):
Under this alternative, 2 .37%  o f your earnings will go to your annuity 
account. The balance, 3 .76%  o f  your earnings, will be available for 
purchasing insurance benefits or take-home pay. You will experience an 
increase (decrease) in your taxable income depending on whether your 
insurance purchases are smaller (greater) than 3 .76%  o f  your earnings.

EXAMPLE:
Assumptions: Annual Salary = S35.000; Annual Insurance Purchases = S800.

Under the existing SBS program, your total annual SBS contribution is allocated as follows:
Total Contribution (S35.000 X .0613) = S2 .146
Insurance Purchases = S800
Employee's Annuity Contribution = SI .346

Under the 3 revised alternatives described above,

Employee 
Annuity Contribution 

Bc£c_e.n,t Amount

1. High Annuity 6 ,13%  $2 ,1 4 6

2. Middle Annuity 4 .25%  $1 ,488

3. Low Annuity 2 .37%  $ 8 3 0

the annual allocation would be as follows:

Available for 
Insurance or Wages 

Percent Amount
1
1 Insurance 
1 Purchases

1 Pre-tax 
1 Change in 
1 Annual Waees

0 .0% SO
1
1 S800 1

1
1 -S 8 00  1

1.88% $658
1
1 $800  1

1
1 -$ 1 4 2

3 .76% $1 ,3 1 6
1
1 $800

1
1 $516
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D E P A R T M E N T  O F  A D M I N I S T R A T I O N

D IV IS ION  OF RETIREMENT A BENEFITS 
PLEASE REPLY )0 :

& P AP.O.BOX CR [  ]  701 E a s t  T u d o r  R o ad ,  S u i t e  2 ^ 0
JUNEAU. ALASKA 99B11-0203 A n c h o r a g e ,  AK 99503
PHONE: (907)465-4460 P h o n o i  ( 9 0 7 )  5 6 3 -5 8 8 5

Ms. Martha Stewart, Committee Assistant
House Finance Committee
Alaska State Legislature
P.O. Box V
Juneau, AK 99811

PoOiic Em pio*e«3 P«U 'tm «nt SySU m  

T sacn a is  R e lusm snt Systam  

Ju d ic ia l Rebutment Syatam  

E lac ied  Pub lic  O llic e ts  Ra lu a inan l Sys iam  

Nanonai Guard  Ra lirem aol Systam  

Territorial Retirem ent System  

Retirees Voluntary Dem ai Vision Audio Plan 

Supplem ental Benefits System  

Group H e s ltrv L ile  In surance B a n d its  

Deterred Com pensation P lan 

Pub lic  Em ployers Soc ia l S ecu rity  C ontributions

S T E V E  C O W P E R ,  G O V E R N O R  

April 4, 1988

Dear Ms. Stewart:

Re: HCS SSHB 252 (State Affairs)

The purpose o f this letter is to provide you with an update on the 
employee survey we conducted regarding HCS SSHB 252 (State Affairs). This> 
survey was undertaken to d^V/nine employee opinion as to what portion of 
the employee's contribution, a total of 6.13% of gross wages, should be 
allocated directly to the employee's annuity account. I have enclosed a 
copy of the cover letter and survey form sent to all active employees.

Enclosed also is a copy of the March 18 letter to Representative Fran 
Ulmer which contains the initial results of the survey. We have since 
received another 764 surveys, an additional 5% of the total sent out, since 
the f ir s t  count. Following are the results of the second count:

Alternative

Maximum Annuity (6.13%) 
Middle Annuity (4.25%) 
Low Annuity (2.37%)

Count

665
74
25

Percentage

87%
10%

3%

When the f irs t  and the second counts are combined, there is a total of 33% 
responding and the results are as follows:

Alternative

Maximum Annuity (6.13%) 
Middle Annuity (4.25%) 
Low Annuity (2.37%)

Count

3910
612
117

Percentage

I hope this information assists you in preparing for the Finance Committee 
hearing on this bi l l .  I f  I can be o f further assistance, please contact 
me.

S i n c e r e l y ,
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STEVE COWPER, C O V ER N O

/ '

D E P A R T M E N T  O F  A D M I N I S T R A T I O N  '

O F F I C E  O F  T H E  C O M M I S S I O N E R

P.O. BOX C
JUNEAU. ALASKA 99811-0200 
PHONE: (907) 465-2200

March 18, 1988

Honorab le  Fran Ulraer 
Chairman
House S t a t e  A f f a i r s  Committee 
P .O .  Box V
Juneau , A la s k a  99811 

Dear R e p r e s e n ta t i v e  U lm er:

The purpose o f  t h i s  l e t t e r  i s  t o  p r o v id e  you  w i t h  a s t a tu s  
r e p o r t  on th e  outcome o f  th e  s u r v e y  we con du c ted  r e g a rd in g  
th e  Supp lem en ta l B e n e f i t s  Sys tem  p e r t a i n i n g  t o  SSHB 252.

We m a i le d  13,923 su r v e y s  to  SBS p a r t i c i p a n t s .  We r e c e i v e d  
3875 s u rve ys  -  28% -  as o f  th e  March 15 d e a d l in e .  The 
r e s u l t s  as o f  t h i s  d a te  are  as f o l l o w s :

A l t e r n a t i v e

Maximum A n n u i t y  (6.13%) 
M id d le  A n n u i t y  (4.25%) 
Low A n n u i t y  (2.37%)

Count

3245
538

92

P e rc en ta g e

84%
14%

2%

*

Even  i f  you combine th e  t o t a l  b a l l o t s  s u b m it te d  f o r  th e  Low 
and M id d le  A n n u i t y  O p t io n s ,  l e s s  th an  16% o f  th e  r e sp o n d e n ts  
fa v o r e d  an a n n u i t y  l e v e l  b e lo w  th e  6.13% l e v e l .  S in c e  th e  
r e s u l t s  o f  th e  s u r v e y  show an o ve rw h e lm in g  p r e fe r e n c e  f o r  
th e  h ig h  a n n u i t y  c o n t r i b u t i o n ,  we w ou ld  recommend th e  6.13% 
l e v e l  be used f o r  b o th  th e  Em p loyer  and Employee 
c o n t r i b u t i o n  r a t e s  f o r  th e  a n n u i t y .

The s t a t e  and th e  em ployees  (as e v id e n c e d  b y  th e  comments 
th e y  p r o v id e d  on th e  b a l l o t  and i n  s e p a ra te  correspondence] 
c l e a r l y  d is a g r e e  on th e  p roposed  la n g u ag e  i n c l u d e d : ^  SSHB 
252 w h ich  would  r e q u i r e  t h a t  SBS em p lo ye r  and em ployee  ^  
c o n t r i b u t i o n s  be - low ered  by . an y  m anda tory  payment a 
S o c i a l  S e c u r i t y  j ^ s t e m - i n c lU d in g ’' 'M e d ic a re  paymantrif

W h i le  I  understand , th e  C o m m it te e 's  d e s i r e  f o r ^ ^ 2 
c o n t r o v e r s i a l  s o l u t i o n ,  th e r e  a r e  tw o  p ie ce *

•• ■aUtt- a i . r  1 t X . i
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I  f e e l  i t  i s  o n l y  p ru d en t t o  share  w i t h  you r e g a rd in g  t h i s  
m a t te r :

1. C u r r e n t  S o c i a l  S e c u r i t y  Requ irem en ts  The s t a t e
and th e  em ployee a re  a l r e a d y  r e q u ir e d  t o  pay
M ed ic a re  premiums f o r  a l l  em p loyees  h i r e d  a f t e r  
A p r i l  1, 1986. T h is  r e q u ire m en t  c o s ts  th e  S t a t e  
$625,000 and c o s ts  t h e  em p loyee  $625,000. T h is  
c o s t  w i l l  c o n t in u e  t o  e s c a la t e  as  th e  tu rn o v e r  i n  
th e  w o rk fo r c e  produces  more and more em ployees 
s u b j e c t  t o  t h i s  p a r t i c i p a t i o n .

2. P roposed  Changes t o  th e  S o c i a l  S e c u r i t y
Requ irem en ts  We e x p e c t  Congress t o  c o n s id e r ,  b u t
n o t  n e c e s s a r i l y  pass t h i s  y e a r  a p r o v i s io n  to  
r e q u i r e  M ed ica re  premiums f o r  a l l  em ployees 
r e g a r d le s s  o f  t h e i r  h i r e  d a t e .  In  a d d i t i o n ,  t h e y  
w i l l  p r o b a b ly  once a g a in  c o n s id e r  a p r o v i s io n  to  -  
compel f u l l  p a r t i c i p a t i o n  i n  th e  S o c i a l  S e c u r i t y  
S ys tem . W h i le  we do n o t  e x p e c t  th e s e  p r o v i s io n s  
t o  pass a f f e c t i n g  FY 89, i t  i s  l i k e l y  t h a t  th e  
p r o v i s io n s  may pass w i t h i n  th e  n e x t  2-5 y e a r s .

The a t ta c h e d  cop y  o f  SSHB 252 i s  h i g h l i g h t e d  t o  i n d i c a t e  
th o se  s e c t io n s  w h ich  sh ou ld  be removed from th e  b i l l  i f  th e  
Com m ittee w ish es  t o  in t r o d u c e  Com m ittee  S u b s t i t u t e  to  remove 
th e  p e r t i n e n t  language  wh ich  w ou ld  r e q u ir e  th e  lo w e r in g  o f  
th e  em p lo yee/em p lo ye r  a n n u i t y  c o n t r i b u t i o n s  by  any m andatory 
s o c i a l  s e c u r i t y  paym en ts .

I  hope t h i s  in fo r m a t io n  w i l l  be o f  a s s i s t a n c e .

S i n c e r e l y ,

A t ta ch m en ts

JM A/MH/lc



c c

A p p e n d ix  A

The D i v i s i o n  o f  R e t i r e m e n t  a nd  B e n e f i t s  h a s  a l s o  c o n d u c te d  
25 e m p lo y e e  m e e t i n g s  i n  J u n e a u ,  A n c h o r a g e ,  a nd  F a i r b a n k s ,  
i n c l u d i n g  s p e c i a l  m e e t in g s  f o r  J u n e a u  p e r s o n n e l  s t a f f ,  L o c a l  
7 1 ,  I n la n d b o a tm e n s  U n io n ,  and  l e g i s l a t i v e  s t a f f  t o  d i s c u s s  
t h e  b i l l  i n  d e t a i l .  A p p r o x im a t e l y  1250 e m p lo y e e s  o r  a b o u t  
10% o f  t h e  c u r r e n t  w o r k  f o r c e  h a ve  a t t e n d e d  t h e s e  m e e t i n g s .  
I n  a d d i t i o n  t o  t h e  i n f o r m a t i o n a l  l e t t e r  a nd  s u r v e y  f o r m ,  
w r i t t e n  com m en ts  on  SSHB 252 and  i t s  p r o v i s i o n s  w e re  

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

•M a n d a to r y  P a r t i c i p a t i o n  i n  t h e  F e d e r a l  S o c i a l  S e c u r i t y  
P ro g ra m  showed  g e n e r a l  o p p o s i t i o n .  T h e re  i s  a l s o  o p p o s i t i o n  
t o  u s i n g  t h e  SBS c o n t r i b u t i o n s  t o  o f f s e t  t h e  m a n d a to r y  
s o c i a l  s e c u r i t y  a m o u n ts .  Some o f  t h e  com m en ts  a r e  as 
f o l l o w s :

*  " I  t h i n k  i t  i s  a m u s t  t o  c l a r i f y  t h i s  i s s u e  
(m a n d a t o r y  s o c i a l  s e c u r i t y  p a r t i c i p a t i o n  i n  
M e d i c a r e )  as  a l l  s t a t e  e m p lo y e e s  may be  i n  t h e  
same b o a t  i f  C o n g re s s  p a s s e s  t h e  c u r r e n t  
l e g i s l a t i o n  w h ic h  w i l l  n o  l o n g e r  e x em p t e m p lo y e e s  
h i r e d  p r i o r  t o  4 / 1 / 8 6  f r o m  c o n t r i b u t i n g  t o  t h i s  
p r o g r a m . "

*  " I  p r e f e r  t h e  SBS. A l l  my m o n ie s  a r e  i n
a n n u i t i e s .  P le a s e  do  a l l  y o u  c a n  t o  k e e p  t h i n g s  
t h i s  w a y . "

*  " I  w a n t  t h i n g s  t h e  way t h e y  a r e .  F i g h t  t o  k e e p
i t  t h a t  w a y . "

* " I f  t h e  s t a t e  was s t i l l  p a r t  o f  t h e  F e d e r a l  S o c i a l
S e c u r i t y  S y s tem  t h e  s t a t e ' s  c o s t s  w o u ld  be  7 . 5 1 % . "

*  " I n  o t h e r  w o r d s ,  l e a v e  SBS a l o n e ,  d o n ' t  l e t  (SBS)
p a y  f o r  o t h e r  t a x e s . "

* " I  w o u ld  a l s o  l i k e  t o  o b j e c t  t o  t h e  la n g u a g e  i n
t h e  b i l l  t h a t  s t a t e s  t h a t  a l l  p r e s e n t  and  f u t u r e
s o c i a l  s e c u r i t y  m o n ie s  due  t h e  F e d e r a l  G o v e rn m e n t  
w i l l  come o u t  o f  t h e  SBS m o n ie s .  I  b e l i e v e  t h e  
SBS m o n ie s  s h o u ld  be s a c r e d . "

*  "P a y  t h e  2.9% M e d ic a r e  f o r  e m p lo y e e s  h i r e d  a f t e r
A p r i l ,  1986  ( a v o i d  t w o - t i e r  b e n e f i t s  t o  
e m p l o y e e s ) . "



SBS i s  a s u p p le m e n t a l  r e t i r e m e n t  s y s te m  and  i t  s h o u ld  be  
fu n d e d  t o  t h e  g r e a t e s t  e x t e n t  p o s s i b l e ;  Some o f  t h e  
comments a r e  as f o l l o w s :

* " I  f e e l  v e r y  s t r o n g l y  t h a t  th e  main t h r u s t  o f  th e  
SBS program be toward  r e t i r e m e n t .  N o t  o n l y  w ou ld  
I  l i k e  th e  e n t i r e  6.13% p la c e d  i n t o  my a n n u i t y  
ac co u n t  b u t  I  wou ld  l i k e  to  have  bo th  th e  em p lo yer  
and em ployee p e rc e n ta g e s  r a i s e d  t o  7 .51% ."

■»

* " I n c r e a s e  m andatory c o n t r i b u t i o n s  by s t a t e  and
.. em p loyee  t o  match th e  s o c i a l  s e c u r i t y  r a t e . "

* '  " A l t h o u g h  m o re  " c a s h "  e a c h  m o n th  w o u ld  be  n i c e ,  i t
i s  a r i d i c u l o u s  t h o u g h t .  T he  w h o le  i d e a  o f  SBS 
was t o  t a k e  t h e  p l a c e  o f  s o c i a l  s e c u r i t y  a n d  g i v e  
u s  b e t t e r  b e n e f i t s  when We a r e  no  l o n g e r  w o r k i n g . "

* " I  wou ld  l i k e  to  u rge  the. d e c is io n -m a k e r s  t o
remember t h a t ,  inasmuch as SBS i s  our s u b s t i t u t e  
f o r  s o c i a l  s e c u r i t y ,  i t s  p r im a r y  purpose  i s  to  
p r o v i d e  r e t i r e m e n t  b e n e f i t s .  I  w i l l  buy  my 
in s u ra n ce  w i t h  a f t e r - t a x  d o l l a r s  and p r o t e c t  my 
r e t i r e m e n t  a cco u n t.  I  o n l y  hope t h a t  th e  p e o p le  
r e s p o n s ib le  f o r  f i n a l l y  d e c id in g  t h i s  w i l l  p e r m i t  
me to  do t h a t . "

Suppor t and concern  f o r  th e  n o n a n n u ity  b e n e f i t s — Some o f  th e  
comments a re  as f o l l o w s :

* " F i n d  th e  o v e r a l l  a ve rag e  p e r c e n t  o f  in s u ra n ce  and 
d e d u c t  from 6.13% b a la n c e  to  a n n u i t y . "

* "P l e a s e  n o te  I  have chosen  th e  lo w e s t  d e d u c t io n ,  
n o t  because  I  would n o t  p r e f e r  to  be p u t t i n g  more 
i n t o  r e t i r e m e n t ,  b u t  because  I  c a n ' t  a f f o r d  t o .  
S in c e  we have had no c o s t  o f  l i v i n g  a d ju s tm e n t ,  
th e  money has t o  come from somewhere t o  m eet 
e x p e n s e s . "

* " I  w ou ld  l i k e  to  keep my in su ra n ce  b e n e f i t s . "
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H O U S E  C O M M I T T E E  R E P O R T

FURTHER REFERRALS:

D A T E : g- IZ-8~7
T h e F in a n c e C o m m i t t e e  h a s  c o n s i d e r e d HB 260

"A n  A c t  e s t a b l i s h i n g  an  e x c i s e  t a x  o n  t h e  s a l e  o f  s m o k e le s s  t o b a c c o ;  and  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

RECOMMENDS:
[ V ^ ]  r e p l a c e  w i t h  r l S  V—\-TBa " 5 H o Q  C r T  NM 
[ ] a t t a c h e d  a m e n d m e n t ( s )

[ ] t h e  same t i t l e
a new t i t l e

r > c d o  p a s s  
d o  n o t  p a s s  
n o  r e c o m m e n d a t io n  
i n d i v i d u a l  r e c o m m e n d a t io n s  
a d d i t i o n a l  r e f e r r a l  t o  t h e C o m m it te e

A D O P T S ;  [  ] l e t t e r  o f  i n t e n t

ATTACHES HEM F ISCAL N O TE (s ) 
[ %  ] f i s c a l  im p a c t  
[ ] z e r o  f i s c a l  n o t e
[ ] z e r o  w i t h  a n a l y s i s

S ’

f i same a s  p r e v i o u s  f i s c a l  n o t e  
p u b l i s h e d   ■- ■________

[ ] same a s  p r e v i o u s  z e r o  f i s c a l
n o t e  p u b l i s h e d  __________________

S IG H IN G  O T H E R  RECO M M EN DA T IO N S :

C h a i r m a n ' s  s i g n a t u r e
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CSHB 260 (FIN) 
Fiscal Note Analysis

AS 43.50.300 1mpos.es a 25% excise tax on tobacco products manufactured-or 
transported Into the state.. The amount of the tax liability 1s measured by 
the wholesale price. The tax is intended to be levied against the person 
manufacturing, bringing or transporting the tobacco product into the state.
It may be somewhat unclear, however, whether the incidence of the tax falls on
the manufacturer, distributor, or retailer unless this section is read in - ---
conjunction with other sections. We recommend the second sentence read "The 
tax is levied on the distributor". The definition of distributor in AS
43.50.390 duplicates the language in AS 43.50.300 thereby rendering .300 
unnecessary.

AS 43.50.310(a) exempts from the tax any "facility" operated by "uniformed 
services". While the incidence of tax may not necessarily directly fall upon 
the facility when the tobacco product is obtained from a distributor, it is 
our understanding that the intent of the provision is to effect a pass through 
of the exemption from the facility to prior distributors.

AS 43.50.310(b) provides that the tax does not apply if federal law 
otherwise precludes the tax. This provision effectively exempts tobacco 
products from the statute where the taxation would violate federal law, i.e. 
an unconstitutional or discriminatory tax on interstate commerce, for example.

AS 43.50.320 requires that a distributor must be licensed-unless already 
licensed under the cigarette tax provisions. Thus, there is no duplicative 

licensing. The license is effective for one year and may be renewed each year 
at a cost of $50. A licence is not generally assignable or transferable 
except in certain specified circumstances.

The department can refuse to issue a license if it has "reasonable cause" 
to believe the application is false or misleading and is not made in good 
faith. The bill does not define reasonable cause nor establish a procedure 
for an applicant to attempt to refute the finding of the department.
Therefore, an applicant is not entitled to a hearing on the refusal to grant a
license. Further, a license may be suspended or revoked if there is any 
violation of statutory or regulatory provisions. There is no statutory right 
to protest a license revocation or suspension.

AS 43.50.330 requires that returns be filed each month by a licensee 
reporting the sales of tobacco products for the prior month. The tax, less
one percent allowed to the licensee for administrative expense, is due with
the filing of the return.

AS 43.50.340 provides that a licensee must keep and preserve for three 
years accurate records as required by the department.

S e c t i o n  1



AS 43.50.350 provides that the tax goes Into the general fund and must be 
separately accounted for by the commissioner of administration. The funds are 
not dedicated but 1t 1s envisioned the legislature may use the annual balance 
to make appropriations for health care and other health related areas.

AS 43.50.360 requires the department to submit to the legislature an 
annual report on the first day of each regular session.

AS 43.50.370 allows the department to adopt regulations to carry out the 
provisions of the statute. ,i

AS 43.50.390 defines the terms "distributor", "licensee", "tax", "tobacco 
product" and "wholesale price". The term tobacco products excludes 
cigarettes. The wholesale price 1s the "established price" for which a 
manufacturer sells a tobacco product to a distributor which may not 
necessarily be the actual price.

Section 2

AS 43.50.170 1s amended to limit the definitions pertaining to the 
cigarette tax to those provisions and to make them inapplicable to the tobacco 
products provisions. A drafting revision 1s also made to make references to 
gender neutral.

Fiscal Costs

$15.0 contractual - to provide necessary funds for tax return form 

revisions, new forms, spreadsheet software for preparing annual report to 
legislature, and costs attendant for drafting and public noticing regulations 
to address reporting requirements.

Prepared by:
Department of Revenue 
Division of Audit 
Hay 12, 1987 .
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O r i g i n a l  s p o n s o r s :  E l l i s ,  G r u e n b e r g ,
P o u r c h o t ,  e t  a l .

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 2 6 0  ( F i n a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  F IR S T  SESSION 

A B ILL

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  e s t a b l i s h i n g  a  t a x  o n  c e r t a i n  t o b a c c o  p r o d ­

u c t s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1 . AS 43  i s  a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  t o  r e a d :

ARTICLE 3 .  EXCISE TAX ON CERTAIN TOBACCO PRODUCTS.

S e c .  4 3 . 5 0 . 3 0 0 .  EXCISE TAX LEVIED. An e x c i s e  t a x  i s  l e v i e d  o n  

t o b a c c o  p r o d u c t s  i n  t h e  s t a t e  a t  t h e  r a t e  o f  25 p e r c e n t  o f  t h e  

w h o l e s a l e  p r i c e  o f  t h e  t o b a c c o  p r o d u c t s .  T h e  t a x  i s  l e v i e d  w h e n  a 

p e r s o n

( 1 )  b r i n g s ,  o r  c a u s e s  t o  b e  b r o u g h t ,  a  t o b a c c o  p r o d u c t  i n t o
I

t h e  s t a t e  f r o m  o u t s i d e  t h e  s t a t e  f o r  s a l e ;

( 2 )  m a k e s ,  m a n u f a c t u r e s ,  o r  f a b r i c a t e s  a  t o b a c c o  p r o d u c t  i n  

t h e  s t a t e  f o r  s a l e  i n  t h e  s t a t e ;  o r

( 3 )  s h i p s  o r  t r a n s p o r t s  a  t o b a c c o  p r o d u c t  t o  a  r e t a i l e r  i n  

t h e  s t a t e  f o r  s a l e  b y  t h e  r e t a i l e r .

S e c .  4 3 . 5 0 . 3 1 0 .  EXEMPTIONS. ( a )  A f a c i l i t y  o p e r a t e d  b y  o n e  o f  

t h e  u n i f o r m e d  s e r v i c e s  o f  t h e  U n i t e d  S t a t e s  i s  e x e m p t  f r o m  t h e  t a x .

I n  t h i s  s u b s e c t i o n ,  " u n i f o r m e d  s e r v i c e s "  h a s  t h e  m e a n i n g  g i v e n  i n  5 

U . S . C .  2 1 0 1 .

( b )  T h e  t a x  d o e s  n o t  a p p l y  t o  a  t o b a c c o  p r o d u c t  i f  t h e  U n i t e d  

S t a t e s  C o n s t i t u t i o n  o r  o t h e r  f e d e r a l  l a w s  p r o h i b i t  t h e  l e v y i n g  o f  t h e  

t a x  o n  t h e  p r o d u c t  b y  t h e  s t a t e .

S e c .  4 3 . 5 0 . 3 2 0 .  LICENSING.  ( a )  E x c e p t  a s  p r o v i d e d  i n  ( g )  o f  

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

- 1 -  CSHB 2 6 0 ( F i n )
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p e r s o n  e n g a g e s  i n  b u s i n e s s  a s  a  d i s t r i b u t o r  f o r  a  t o b a c c o  p r o d u c t  t h a t  

i s  s u b j e c t  t o  t h e  t a x .
( b )  T h e  d e p a r t m e n t ,  u p o n  a p p l i c a t i o n  a n d  p a y m e n t  o f  a  f e e  o f  

$ 5 0 ,  s h a l l  i s s u e  a  l i c e n s e  f o r  o n e  y e a r  t o  a  p e r s o n  who a p p l i e s  f o r  a  

l i c e n s e  u n d e r  ( a )  o f  t h i s  s e c t i o n .

( c )  T h e  d e p a r t m e n t  m ay  r e f u s e  t o  i s s u e  a  l i c e n s e  u n d e r  t h i s  

s e c t i o n  i f  t h e r e  i s  r e a s o n a b l e  c a u s e  t o  b e l i e v e  t h e  i n f o r m a t i o n  s u b ­

m i t t e d  i n  t h e  a p p l i c a t i o n  i s  f a l s e  o r  m i s l e a d i n g  a n d  i s  n o t  m ade i n  

g o o d  f a i t h .
( d )  A l i c e n s e  i s s u e d  u n d e r  t h i s  s e c t i o n  m u s t  i n c l u d e  t h e  name 

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

t h e  y e a r  f o r  w h i c h  t h e  l i c e n s e  i s  i s s u e d .
( e )  T h e  d e p a r t m e n t  m ay  r e n e w  a  l i c e n s e  i s s u e d  u n d e r  t h i s  s e c t i o n  

f o r  a  f e e  o f  $ 5 0 .
( f )  T h e  d e p a r t m e n t  m ay  s u s p e n d  o r  r e v o k e  a  l i c e n s e  i s s u e d  u n d e r  

t h i s  s e c t i o n  i f  t h e  l i c e n s e e  v i o l a t e s  a  p r o v i s i o n  o f  AS A 3 . 5 0 . 3 0 0  -

4 3 . 5 0 . 3 9 0  o r  a  r e g u l a t i o n  a d o p t e d  u n d e r  AS 4 3 . 5 0 . 3 7 0 .

( g )  A l i c e n s e  r e q u i r e d  b y  t h i s  s e c t i o n  i s  i n  a d d i t i o n  t o  a n y  

o t h e r  l i c e n s e  r e q u i r e d  b y  l a w ,  e x c e p t  t h a t  a  p e r s o n  who i s  l i c e n s e d  

u n d e r  AS 4 3 . 5 0 . 0 1 0  -  4 3 . 5 0 . 1 8 0  i s  e x e m p t  f r o m  t h e  l i c e n s i n g  r e q u i r e ­

m e n t s  o f  t h i s  s e c t i o n .
( h )  A l i c e n s e  i s s u e d  u n d e r  t h i s  s e c t i o n  i s  n o t  a s s i g n a b l e  o r  

t r a n s f e r a b l e ,  e x c e p t  t h a t  i n  t h e  c a s e  o f  d e a t h ,  b a n k r u p t c y ,  r e c e i v e r ­

s h i p ,  o r  i n c o m p e t e n c y  o f  t h e  l i c e n s e e ,  o r  i f  t h e  b u s i n e s s  o f  t h e  

l i c e n s e e  i s  t r a n s f e r r e d  t o  a n o t h e r  b y  o p e r a t i o n  o f  l a w ,  t h e  d e p a r t m e n t  
m ay  e x t e n d  t h e  l i c e n s e  f o r  a  l i m i t e d  t im e  t o  t h e  e x e c u t o r ,  a d m i n i s t r a ­
t o r ,  t r u s t e e ,  r e c e i v e r ,  o r  t h e  t r a n s f e r e e .

S e c .  4 3 . 5 0 . 3 3 0 .  RETURNS , ( a )  On o r  b e f o r e  t h e  l a s t  d a y  o f  e a c h  
c a l e n d a r  m o n t h ,  a  l i c e n s e e  s h a l l  f i l e  a  r e t u r n  w i t h  t h e  d e p a r t m e n t .  
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T h e  r e t u r n  m u s t  s t a t e  t h e  n u m b e r  o r  a m o u n t  o f  t o b a c c o  p r o d u c t s  s o l d  b y  

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

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

p r o d u c t s .
( b )  T h e  l i c e n s e e  s h a l l  r e m i t  w i t h  t h e  r e t u r n  t h e  t a x  d u e  u n d e r  

AS 4 3 . 5 0 . 3 0 0  f o r  t h e  m o n th  c o v e r e d  b y  t h e  r e t u r n ,  a f t e r  d e d u c t i n g  o n e  

p e r c e n t  o f  t h e  t a x  d u e ,  w h i c h  t h e  l i c e n s e e  s h a l l  r e t a i n  t o  c o v e r  t h e  

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

S e c .  4 3 . 5 0 . 3 4 0 .  RECORDS. A l i c e n s e e  s h a l l  k e e p  a  c o m p l e t e  a n d  

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

t a x ,  i n c l u d i n g  p u r c h a s e  p r i c e s ,  s a l e s  p r i c e s ,  t h e  n am es  a n d  a d d r e s s e s  

o f  t h e  s e l l e r s  a n d  t h e  p u r c h a s e r s ,  t h e  d a t e s  o f  d e l i v e r y ,  t h e  q u a n ­

t i t i e s  o f  t o b a c c o  p r o d u c t s ,  a n d  t h e  t r a d e  n am e s  a n d  b r a n d s .  S t a t e ­

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

s c r i b e d  b y  t h e  d e p a r t m e n t ,  p r e s e r v e d  f o r  t h r e e  y e a r s ,  a n d  a v a i l a b l e  

f o r  i n s p e c t i o n  u p o n  dem and  b y  t h e  d e p a r t m e n t .

S e c .  4 3 . 5 0 . 3 5 0 .  D IS P O S IT IO N  OF PROCEEDS . T h e  t a x  c o l l e c t e d  b y  

t h e  d e p a r t m e n t  s h a l l  b e  d e p o s i t e d  i n  t h e  g e n e r a l  f u n d .  T h e  c om m is ­

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

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

e s t i m a t e d  b a l a n c e  i n  t h e  a c c o u n t  m ay  b e  u s e d  b y  t h e  l e g i s l a t u r e  t o  

m ake  a p p r o p r i a t i o n s  f o r  h e a l t h  c a r e ,  h e a l t h  r e s e a r c h ,  h e a l t h  p r o ­

m o t i o n ,  a n d  h e a l t h  e d u c a t i o n  p r o g r a m s .
S e c .  4 3 . 5 0 . 3 6 0 .  ANNUAL REPORT . T h e  d e p a r t m e n t  s h a l l  s u b m i t  t o  

t h e  l e g i s l a t u r e  b y  t h e  f i r s t  d a y  o f  e a c h  r e g u l a r  l e g i s l a t i v e  s e s s i o n  a  

r e p o r t  i n d i c a t i n g  t h e  a m o u n t  o f  t h e  t a x  c o l l e c t e d  d u r i n g  t h e  f i s c a l  
y e a r  t h a t  e n d e d  o n  t h e  J u n e  3 0  p r e c e d i n g  t h e  s e s s i o n .

S e c .  4 3 . 5 0 . 3 7 0 .  REGULATIONS'. T h e  d e p a r t m e n t  s h a l l  a d o p t  u n d e r  
t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  (A S  4 4 . 6 2 )  r e a s o n a b l e  r e g u l a t i o n s
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t h a t  i t  c o n s i d e r s  n e c e s s a r y  t o  c a r r y  o u t  t h e  p r o v i s i o n s  o f  AS 4 3 . 5 0 . -  

3 0 0  -  4 3 . 5 0 . 3 9 0 .
S e c .  4 3 . 5 0 . 3 9 0 .  D E F IN IT IO N S .  I n  AS 4 3 . 5 0 . 3 0 0  -  4 3 . 5 0 . 3 9 0

( 1 )  " d i s t r i b u t o r "  m ean s  a  p e r s o n  who
(A )  b r i n g s ,  o r  c a u s e s  t o  b e  b r o u g h t ,  a  t o b a c c o  p r o d u c t  

i n t o  t h e  s t a t e  f r o m  o u t s i d e  t h e  s t a t e  f o r  s a l e ;

( B )  m a k e s ,  m a n u f a c t u r e s ,  o r  f a b r i c a t e s  a  t o b a c c o  

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

(C )  s h i p s  o r  t r a n s p o r t s  a  t o b a c c o  p r o d u c t  t o  a  r e t a i l ­

e r  i n  t h e  s t a t e  f o r  s a l e  b y  t h e  r e t a i l e r ;

( 2 )  " l i c e n s e e "  m ean s  a  d i s t r i b u t o r  w ho  i s

(A )  l i c e n s e d  u n d e r  AS 4 3 . 5 0 . 3 2 0 ;  o r

( B )  e x e m p t e d  b y  AS 4 3 . 5 0 . 3 2 0 ( g )  f r o m  l i c e n s i n g  u n d e r

AS 4 3 . 5 0 . 3 2 0 ;

( 3 )  " t h e  t a x "  m ean s  t h e  t a x  l e v i e d  b y  AS 4 3 . 5 0 . 3 0 0 ;

( 4 )  " t o b a c c o  p r o d u c t "  m ean s

(A )  a  c i g a r ;

( B )  a  c h e r o o t ;

( C )  a  s t o g i e ;

(D )  a  p e r i q u e ;

( E )  s n u f f  a n d  s n u f f  f l o u r ;

( F )  s m o k in g  t o b a c c o ,  i n c l u d i n g  g r a n u l a t e d ,  p l u g - c u t ,

c r i m p - c u t ,  r e a d y - r u b b e d ,  a n d  a n y  f o r m  o f  t o b a c c o  s u i t a b l e  f o r

s m o k i n g  i n  a  p i p e  o r  c i g a r e t t e ;

(G )  c h e w in g  t o b a c c o ,  i n c l u d i n g  c a v e n d i s h ,  t w i s t ,  p l u g ,  
s c r a p ,  a n d  t o b a c c o  s u i t a b l e  f o r  c h e w in g ;  o r

(H )  a n  a r t i c l e  o r  p r o d u c t  m ad e  o f  t o b a c c o  o r  a  t o b a c c o  
s u b s t i t u t e ,  b u t  n o t  i n c l u d i n g  a  c i g a r e t t e  a s  d e f i n e d  i n  AS 4 3 . -  
5 0 . 1 7 0 ;
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( 5 )  " w h o l e s a l e ,  p r i c e "  m e a n s  t h e  e s t a b l i s h e d  p r i c e  f o r  w h i c h

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

t i o n  o f  a  d i s c o u n t  o r  o t h e r  r e d u c t i o n  r e c e i v e d  b y  t h e  d i s t r i b u t o r  f o r  

q u a n t i t y  o r  c a s h .
S e c .  2 .  AS 4 3 . 5 0 . 1 7 0  i s  am ended  t o  r e a d :

S e c .  4 3 . 5 0 . 1 7 0 .  D E F IN IT IO N S .  I n  AS 4 3 . 5 0 . 0 1 0  -  4 3 . 5 0 . 1 9 0  [T H IS  

C H A PTER ] ,  u n l e s s  t h e  c o n t e x t  o t h e r w i s e  r e q u i r e s ,

( 1 )  " b u y e r "  m ean s  a  p e r s o n  who im p o r t s  o r  a c q u i r e s  c i g a ­

r e t t e s  f o r  t h e  p e r s o n ' s [ H I S ]  own c o n s u m p t i o n  f r o m  a n y  s o u r c e  o t h e r  

t h a n  a  m a n u f a c t u r e r ,  d i s t r i b u t o r ,  d i r e c t - b u y i n g  r e t a i l e r ,  o r  r e t a i l e r ;
( 2 )  " c i g a r e t t e "  m ean s  a  r o l l  f o r  s m o k in g  o f  a n y  s i z e  o r  

s h a p e ,  m ade  w h o l l y  o r  p a r t l y  o f  t o b a c c o ,  w h e t h e r  t h e  t o b a c c o  i s  f l a ­

v o r e d ,  a d u l t e r a t e d ,  o r  m i x e d  w i t h  a n o t h e r  i n g r e d i e n t ,  i f  t h e  w r a p p e r  

o r  c o v e r  o f  t h e  r o l l  i s  m ade  o f  p a p e r  o r  a  m a t e r i a l  o t h e r  t h a n  t o b a c ­

c o ;
( 3 )  " d e p a r t m e n t "  m ean s  t h e  D e p a r t m e n t  o f  R e v e n u e ;

( 4 )  " d i r e c t - b u y i n g  r e t a i l e r "  m ean s  a  p e r s o n  who i s  e n g a g e d  

i n  t h e  s a l e  o f  c i g a r e t t e s  a t  r e t a i l  i n  t h i s  s t a t e ,  a n d  who b r i n g s  o r  

c a u s e s  t o  b e  b r o u g h t  c i g a r e t t e s  i n t o  t h e  s t a t e ;
( 5 )  " d i s t r i b u t o r "  m ean s  a  p e r s o n  who b r i n g s  c i g a r e t t e s ,  o r

h a s  c i g a r e t t e s  b r o u g h t  i n t o  t h e  s t a t e ,  a n d  who s e l l s  o r  d i s t r i b u t e s  a t

l e a s t  7 5  p e r  c e n t  o f  t h e  c i g a r e t t e s  t o  o t h e r s  f o r  r e s a l e  i n  t h e  s t a t e ;
( 6 )  " l i c e n s e e "  m ean s  a  p e r s o n  l i c e n s e d  u n d e r  AS 4 3 . 5 0 . 0 1 0  -

4 3 . 5 0 . 1 8 0 ;

( 7 )  " m a n u f a c t u r e r "  m ean s  a  p e r s o n  who m a k e s ,  f a s h i o n s ,  o r  

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

( 8 )  " p e r s o n "  i n c l u d e s  a n  i n d i v i d u a l ,  c om p an y ,  p a r t n e r s h i p ,  
j o i n t  v e n t u r e ,  j o i n t  a g r e e m e n t ,  a s s o c i a t i o n ,  m u t u a l  o r  o t h e r w i s e ,  
c o r p o r a t i o n ,  e s t a t e ,  t r u s t ,  b u s i n e s s  t r u s t ,  r e c e i v e r  o r  t r u s t e e ,
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s y n d i c a t e ,  o r  p o l i t i c a l  s u b d i v i s i o n  o f  t h i s  s t a t e ,  o r  c o m b i n a t i o n  

a c t i n g  a s  a  u n i t ;
( 9 )  ’ ’ p l a c e  o f  b u s i n e s s "  m ean s  a  p l a c e  w h e r e  c i g a r e t t e s  a r e

s o l d ,  o r  w h e r e  c i g a r e t t e s  a r e  b r o u g h t  o r  k e p t  f o r  t h e  p u r p o s e  o f  s a l e

o r  c o n s u m p t i o n ,  i n c l u d i n g  a  v e s s e l ,  v e h i c l e ,  a i r p l a n e ,  o r  t r a i n ;

( 1 0 )  " r e t a i l e r "  m ean s  a  p e r s o n  i n  t h e  s t a t e  who i s  e n g a g e d  

i n  t h e  b u s i n e s s  o f  s e l l i n g  c i g a r e t t e s  a t  r e t a i l ;
( 1 1 )  " s a l e "  i n c l u d e s  a  s a l e ,  b a r t e r ,  e x c h a n g e ,  a n d  e v e r y

o t h e r  m a n n e r  o f  t r a n s f e r r i n g  t h e  o w n e r s h i p  o f  p e r s o n a l  p r o p e r t y .

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  S e p t e m b e r  1 ,  1 9 8 7 .
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STATE OB' ALASKA 1987 LEGISLATIVE SESSION

R e v i s i o n  D a t e : ____________________________________________________________
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|  O T H E R  I - 1 - - - - -
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A N A L Y S I S :  S e e  a t t a c h e d  a n a l y s i s

P r e p a r e d  B y :  S t e v e n  E .  K e t t e l  

D i v i s i o n :  D i v i s i o n  o f  A u d i t

A p p r o v e d  b y  C o m m i s s i o n e r j ,

A g e n c y :

D i s t r i b u t i o n  ( b y  A g e n c y  p r e p a r i n g  f i s c a l  n o t e ) :  

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t

I m p a c t e d  A g e n c y ( i e s )  p a g e

S e n a t e  S e c r e t a r y

or

P h o n e :  4 6 5 - 2 3 2 0

D a t e :  A p r i l  2 0 ,  1 9 8 7

APR 2 3 1987

L E b k t A i  P/2 FINANCE



T h e  b i l l  p r o v i d e s  f o r  a o n e - c e n t  t a x  o n  e a c h  o n e - t e n t h  o u n c e  of s m o k e l e s s  

t o b a c c o .  S m o k e l e s s  t o b a c c o  w o u l d  i n c l u d e  c h e w i n g  t o b a c c o  a n d  s n u f f .

C u r r e n t l y  t h e  s t a t e  l e v i e s  a t o b a c c o  t a x  o n  c i g a r e t t e s  a t  1 6 ^  p e r  pack. A l i  

b u t  5&  of t h i s  t a x  a r e  d e p o s i t e d  i n  t h e  g e n e r a l  fund.

C h e w i n g  t o b a c c o  is g e n e r a l l y  s o l d  in  1 a nd 1 . 2  o u n c e  c a n s  o r  t h r e e  o u n c e  

p a c k e t s ,  H B  2 6 0  w o u l d  r e q u i r e  a t a x  of  t e n  a nd t w e l v e  c e n t s  p e r  can, a n d  

t h i r t y  c e n t s  p e r  p a c k e t .  N e w  p r o d u c t  t y p e s ,  s u c h  a s  S k o a l  B a n d i t  p o u c h e s  a r e  

n o t  s o l d  b y  w e i g h t  a n d  m a y  p r e s e n t  a p r o b l e m  t o  d i s t r i b u t o r s  i n  d e t e r m i n i n g

t h e  c o r r e c t  a m o u n t  of  tax.

F i s c a l  N o t e :

A  p o l l i n g  of  A l a s k a  t o b a c c o  p r o d u c t  d i s t r i b u t o r s  i n d i c a t e s  t h a t  

a p p r o x i m a t e l y  3 . 4  t o  8 .0 p e r c e n t  of  t h e i r  s a l e s  a r e  f o r  n o n - c i g a r e t t e  

p r o d u c t s ,  i n c l u d i n g  s m o k e l e s s ,  c i g a r  a n d  p i p e  t o b a c c o .  A  t a x  l e v y  in t h e  

a m o u n t  s u g g e s t e d  in  H B  260, a p p l i e d  a g a i n s t  a l l  n o n - c i g a r e t t e  p r o d u c t s  w o u l d  

r a i s e  a p p r o x i m a t e l y  $ 4 2 5 , 0 0 0 .  W e  r e c o m m e n d  e x p a n d i n g  H B  2 6 0  to  i n c l u d e  p i p e  

t o b a c c o  a n d  c i g a r s .

D e p a r t m e n t  c o s t s  of 1 5 . 0  i n c l u d e  n e w  r e p o r t  a n d  c l a i m  f o r m s  a n d  r e g u l a t i o n  

h e a r i n g s .

R e c o m m e n d e d  c h a n g e s :

1. C h a n g e  t i t l e  of b i l l  to:

A n  a c t  e s t a b l i s h i n g  a n  a d d i t i o n a l  e x c i s e  t a x  o n  t h e  s a l e  of  a ll

n o n - c i g a r e t t e  t y p e s  t o b a c c o  p r o d u c t s  a n d  c h a n g e  t h e  A r t i c l e  T i t l e  t o

E x c i s e  T a x  o n  N o n - C i g a r e t t e  T y p e  T o b a c c o  P r o d u c t s .

2. S e c  4 3 . 5 0 . 3 0 0 ( a )  - E X C I S E  T A X  L E V I E D .  A  t a x  of $ . 0 1  is l e v i e d  o n  t h e  s a l e  

of e a c h  .1 o u n c e  of n o n - c i g a r e t t e  t y p e  [ s m o k e l e s s ]  t o b a c c o  p r o d u c t s  

c u s t o m a r i l y  s o l d  b y  w e i g h t  or  v o l u m e ,  a n d  a t a x  of  e i g h t  m i l l s  is l e v i e d  o n  

e a c h  c i g a r  i m p o r t e d  o r  a c q u i r e d  in  t h i s  s t a t e .

(b) -  T h e  t a x  l e v i e d  b y  t h i s  s e c t i o n  s h a l l  b e  a d m i n i s t e r e d  a n d  c o l l e c t e d  

in t h e  s a m e  m a n n e r  as t h e  t a x  l e v i e d  b y  A S  4 3 . 5 0 . 0 1 0  -  4 3 . 5 0 . 1 8 0 .

(c) -  T h e  t a x  i m p o s e d  u n d e r  (a) o f  t h i s  s e c t i o n  d o e s  n o t  a p p l y  to 

n o n - c i g a r e t t e  t y p e  t o b a c c o  p r o d u c t s  i m p o r t e d  o r  a c q u i r e d  in t h e  s t a t e  b y  

a n  e x c h a n g e ,  c o m m i s s a r y ,  o r  s h i p ' s  s t o r e s  o p e r a t e d  b y  o n e  of  t h e  u n i f o r m e d  

s e r v i c e s  o f  t h e  U n i t e d  S t a t e s  a s  d e f i n e d  in  5 U . S . C .  2 1 0 1 .

3. S e c  4 3 . 5 0 . 3 2 0  a d d  a n o t h e r  s e n t e n c e  t o  read: I n  o r d e r  t o  s e ll, p u r c h a s e ,

p o s s e s s  o r  a c q u i r e  n o n - c i g a r e t t e  t y p e  t o b a c c o  p r o d u c t s  a s  a m a n u f a c t u r e r ,  

d i s t r i b u t o r ,  d i r e c t  b u y i n g  r e t a i l e r ,  v e n d i n g  m a c h i n e  o p e r a t o r ,  o r  b u y e r ,  a 

p e r s o n  m u s t  o b t a i n  a l i c e n s e  a n d  is s u b j e c t  to t h e  l i c e n s i n g  p r o v i s i o n s  of 

A S  4 3 . 5 0 . 0 1 0  -  4 3 . 5 0 . 1 0 0  a n d  is  f u r t h e r  sub.ject to  t h e  t a x  r e t u r n  r e p o r t i n g  

r e q u i r e m e n t s  of  A S  4 3 . 5 0 . 0 8 0 .

F i s c a l  Note
HB 260

A n a ly s i s :



Rec om me nde d changes:

1. C h a n g e  t i t l e  of  b i l l  to:

A n  a c t  e s t a b l i s h i n g  a n  a d d i t i o n a l  e x c i s e  t a x  o n  t h e  s a l e  of  a l l  

n o n - c i g a r e t t e  t y p e s  t o b a c c o  p r o d u c t s  a n d  c h a n g e  t h e  A r t i c l e  T i t l e  to 

E x c i s e  T a x  o n  N o n - C i g a r e t t e  T y p e  T o b a c c o  P r o d u c t s .

2. S e c  4 3 . 5 0 . 3 0 0 ( a )  -  E X C I S E  T A X  L E V I E D .  A  t a x  of  $ . 0 1  is l e v i e d  o n  t h e  s a l e  

of e a c h  .1 o u n c e  of n o n - c i g a r e t t e  t y p e  [ s m o k e l a s s ]  t o b a c c o  p r o d u c t s  

c u s t o m a r i l y  s o l d  b y  w e i g h t  o r  v o l u m e ,  a n d  a t a x  of  e i g h t  m i l l s  is l e v i e d  on 

e a c h  c i g a r  i m p o r t e d  o r  a c q u i r e d  i n  t h i s  s t a t e .

(b) -  T h e  t a x  l e v i e d  b y  t h i s  s e c t i o n  s h a l l  b e  a d m i n i s t e r e d  a n d  c o l l e c t e d  

i n  t h e  s a m e  m a n n e r  as t h e  t a x  l e v i e d  b y  A S  4 3 . 5 0 . 0 1 0  - 4 3 . 5 0 . 1 8 0 .

(c) -  T h e  t a x  i m p o s e d  u n d e r  (a) o f  t h i s  s e c t i o n  d o e s  n o t  a p p l y  to 

n o n - c i g a r e t t e  t y p e  t o b a c c o  p r o d u c t s  i m p o r t e d  o r  a c q u i r e d  in t h e  s t a t e  b y  

a n  e x c h a n g e ,  c o m m i s s a r y ,  o r  s h i p ' s  s t o r e s  o p e r a t e d  b y  o n e  of t h e  u n i f o r m e d  

s e r v i c e s  of  t h e  U n i t e d  S t a t e s  as  d e f i n e d  in 5 U . S . C .  2 1 0 1 .

3. S e c  4 3 . 5 0 . 3 2 0  a d d  a n o t h e r  s e n t e n c e  t o  r e a d :  I n  o r d e r  t o  sell, p u r c h a s e ,

p o s s e s s  o r  a c q u i r e  n o n - c i g a r e t t e  t y p e  t o b a c c o  p r o d u c t s  a s  a m a n u f a c t u r e r ,  

d i s t r i b u t o r ,  d i r e c t  b u y i n g  r e t a i l e r ,  v e n d i n g  m a c h i n e  o p e r a t o r ,  o r  b u y e r ,  a 

p e r s o n  .must o b t a i n  a l i c e n s e  a n d  is  s u b j e c t  t o  t h e  l i c e n s i n g  p r o v i s i o n s  of 

A S  4 3 . 5 0 . Q 1 0 -  4 3 . 5 0 . 1 0 0  a n d  is f u r t h e r  s u b j e c t  t o  t h e  t a x  r e t u r n  r e p o r t i n g  

r e q u i r e m e n t s  o f  A S  4 3 . 5 0 . 0 8 0 .
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MEMORANDUM

DATE: May 1 1 ,  1 9 8 7

TO : H o u s e  F i n a n c e  C o m m i t t e e  M em be rs

FROM: R e p r e s e n t a t i v e  P a t  P o u r c h o t ,  V i c e  C h a i
H o u s e  F i n a n c e  C o m m i t t e e

SU B JECT : CS f o r  HB 2 6 0  ( F i n a n c e )  "An A c t  e s t a b l i s h i n g  a  t a x  o n  c e r t a i n
t o b a c c o  p r o d u c t s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

CS HB 2 6 0  ( F i n )  w o u ld  e s t a b l i s h  a  25% e x c i s e  t a x  o n  t h e  w h o l e s a l e  p r i c e  
f o r  v a r i o u s  t o b a c c o  p r o d u c t s  a n d  w o u ld  r e s u l t  i n  an  e s t i m a t e d  i n c r e a s e  i n  
s t a t e  r e v e n u e  o f  $ 6 0 0 , 0 0 0  t o  $ 1  m i l l i o n  a n n u a l l y .  T h e  t a x  w o u ld  b e  
l e v i e d  a t  t h e  d i s t r i b u t o r  l ^ v e l  t o  m i n im i z e  t h e  im p a c t  o n  s m a l l  b u s i ­
n e s s e s .  A l i c e n s e  w o u ld  b e  r e q u i r e d  t o  s e l l  a n y  t o b a c c o  p r o d u c t ;  h o w e v e r ,  
i f  a  b u s i n e s s  a l r e a d y  h a d  a  l i c e n s e  t o  s e l l  c i g a r e t t e s ,  a n o t h e r  l i c e n s e  
w o u ld  n o t  b e  r e q u i r e d  t o  s e l l  o t h e r  t o b a c c o  p r o d u c t s .
C h a n g e s  t o  CS HB 2 6 0  (H E S S )  a r e  a s  f o l l o w s :
SECT ION  1 .

S e c .  4 3 . 5 0 . 3 0 0 .  EXC ISE  TAX L E V IE D :  C l a r i f i e s  l a n g u a g e  r e l a t i n g  t o  t h e
p o i n t  i n  t h e  m a r k e t i n g  p r o c e s s  a t  w h i c h  t h e  e x c i s e  t a x  i s  l e v i e d  o n  
t o b a c c o  p r o d u c t s  c o v e r e d  b y  t h i s  b i l l .

S e c .  4 3 . 5 0 , 3 1 0 .  EXEMPTIONS. ( b )  A dds l a n g u a g e  t o  e l i m i n a t e  p o t e n t i a l  
c o n f l i c t  w i t h  f e d e r a l  l a w  r e l a t i n g  t o  i n t e r s t a t e  c o m m e rc e .
S e c .  4 3 . 5 0 . 3 9 0 .  D E F IN IT IO N S :  A dds  d e f i n i t i o n  o f  " d i s t r i b u t o r " ;  d e l e t e s
d e f i n i t i o n  o f  " s a l e "  u n d e r  t h i s  s e c t i o n .
S e c s .  4 3 . 5 0 . 3 2 0 ;  4 3 . 5 9 . 3 4 0  a n d  4 3 . 5 0 . 3 6 0  c o n t a i n  m i n o r  c h a n g e s  t o  c l a r i f y  
e x i s t i n g  l a n g u a g e .

SECT IONS 2 a n d  3 .  No c h a n g e s .



ran q j m i u ™ !
LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  A p r i l  2 9 ,  1 9 8 7

pouchy siArecAPiioi 
JUNEAU. AlASKA 99811 

907 165 3800

SUB JECT : S e c t i o n a l  a n a l y s i s  o f  CSHB 2 6 0  (H E S S )
TO : R e p r e s e n t a t i v e  J o h n n y  E l l i s
FROM: T h e r e s a  L .  B a n n i s t e r

L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  r e q u e s t e d  a  s e c t i o n a l  a n a l y s i s  o f  t h e  a b o v e  
d e s c r i b e d  b i l l .

A s a  p r e l i m i n a r y  m a t t e r ,  n o t e  t h a t  a  s e c t i o n a l  a n a l y s i s  o r  
sum m ary  o f  a  b i l l  s h o u l d  n o t  b e  c o n s i d e r e d  a n  a u t h o r i t a t i v e  
i n t e r p r e t a t i o n  o f  t h e  b i l l  a n d  t h e  b i l l  i t s e l f  i s  t h e  b e s t  
s t a t e m e n t  o f  i t s  c o n t e n t s .

S e c t i o n  1 e s t a b l i s h e s  a  t a x  o n  c e r t a i n  t o b a c c o  p r o d u c t s ,  
e x c l u d i n g  c i g a r e t t e s .

S e c .  4 3 . 5 0 . 3 0 0  s e t s  t h e  t a x  a t  25% o f  t h e  w h o l e s a l e  p r i c e  o f  
t h e  p r o d u c t  a n d  l e v i e s  t h e  t a x  a t  t h e  t im e  o f  t h e  f i r s t  i n t r a ­
s t a t e  s a l e  o f  t h e  p r o d u c t  i n  t h e  s t a t e .

S e c .  4 3 . 5 0 . 3 1 0  e x e m p t s  s a l e s  a t  c e r t a i n  U . S .  f a c i l i t i e s  f r o m  
t h e  t a x .

S e c .  4 3 . 5 0 . 3 2 0  s e t s  u p  l i c e n s i n g  p r o c e d u r e s  f o r  p e r s o n s  m a k in g  
t h e  s a l e s  t h a t  a r e  s u b j e c t  t o  t h e  t a x .

S e c .  4 3 . 5 0 . 3 2 0 ( a )  p r o h i b i t s  a  p e r s o n  f r o m  s e l l i n g  a  t o b a c c o  
p r o d u c t  i n  t h e  s t a t e  w i t h o u t  b e i n g  l i c e n s e d  u n d e r  AS 4 3 . 5 0 . 3 2 0 ,  
i f  t h e  s a l e  i s  s u b j e c t  t o  t h e  t a x ,  u n l e s s  e x e m p t e d  u n d e r  
AS 4 3 . 5 0 . 3 2 0 ( g ) .

S e c .  4 3 . 5 0 . 3 2 0 ( b )  a u t h o r i z e s  t h e  D e p a r tm e n t  o f  R e v e n u e  t o  
i s s u e  a  l i c e n s e s  f o r  o n e  y e a r  t o  a  p e r s o n  who a p p l i e s  a n d  
p a y s  t h e  $ 5 0  f e e .
S e c .  4 3 . 5 0 . 3 2 0 ( c )  a u t h o r i z e s  t h e  d e p a r t m e n t  t o  r e f u s e  t o  
i s s u e  a  l i c e n s e  u n d e r  c e r t a i n  c i r c u m s t a n c e s .



R e p r e s e n t a t i v e  E l lis
P a g e  2
A p r i l  29, 1987

S e c .  4 3 . 5 0 . 3 2 0 ( d )  l i s t s  t h e  i n f o r m a t i o n  t h a t  a  l i c e n s e  m u s t  
i n c l u d e .

S e c .  4 3 . 5 0 . 3 2 0 ( e )  a u t h o r i z e s  t h e  d e p a r t m e n t  t o  r e n e w  a  
l i c e n s e  f o r  a  f e e  o f  $ 5 0 .

S e c .  4 3 . 5 0 . 3 2 0 ( f )  a u t h o r i z e s  t h e  d e p a r t m e n t  t o  s u s p e n d  o r  
r e v o k e  a  l i c e n s e  u n d e r  c e r t a i n  c i r c u m s t a n c e s .

S e c .  4 3 . 5 0 . 3 2 0 ( g )  s t a t e s  t h a t  t h e  l i c e n s e  u n d e r  s e c .  4 3 . 5 0 . 3 2 0  
d o e s  n o t  s u p p l a n t  a n y  o t h e r  l i c e n s e .  E x e m p t s  t h o s e  p e r s o n s  
l i c e n s e d  u n d e r  t h e  C i g a r e t t e  T a x  A c t  (A S  4 3 . 5 0 . 0 1 0  -  4 3 . 5 0 . 1 8 0 )  
f r o m  t h e  l i c e n s i n g  r e q u i r e m e n t s  o f  S e c .  4 3 . 5 0 . 3 2 0 .

•
S e c .  4 3 . 5 0 . 3 2 0 ( h )  p r o h i b i t s  t h e  t r a n s f e r  o r  a s s i g n m e n t  o f  
t h e  l i c e n s e ,  e x c e p t  i n  c e r t a i n  c a s e s .

S e c .  4 3 . 5 0 . 3 3 0 ( a )  r e q u i r e s  a  l i c e n s e e  ( s e e  s e c .  4 3 . 5 0 . 3 9 0  
f o r  e x p l a n a t i o n  o f  t h e  d e f i n i t i o n  o f  " l i c e n s e e " )  t o  f i l e  a  
m o n t h l y  r e t u r n  w i t h  t h e  d e p a r t m e n t  c o n t a i n i n g  c e r t a i n  i n f o r ­
m a t i o n  r e g a r d i n g  t h e  s a l e s  t h a t  a r e  s u b j e c t  t o  t h e  t a x .

S e c .  4 3 . 5 0 . 3 3 0 ( b )  r e q u i r e s  t h e  l i c e n s e e  t o  r e m i t  t h e  t a x  du e  
w i t h  t h e  r e t u r n ,  a f t e r  d e d u c t i n g  o n e  p e r c e n t  f o r  c o l l e c t i o n  
e x p e n s e s .

S e c .  4 3 . 5 0 . 3 4 0  r e q u i r e s  a  l i c e n s e e  t o  k e e p  c e r t a i n  r e c o r d s  
o f  a l l  t o b a c c o  p r o d u c t s  s u b j e c t  t o  t h e  t a x  a n d  s o l d  b y  t h e  
l i c e n s e e .

S e c .  4 3 . 5 0 . 3 5 0  d i r e c t s  t h a t  t h e  t a x  p r o c e e d s  b e  d e p o s i t e d  i n  
t h e  g e n e r a l  f u n d  a n d  s e p a r a t e l y  a c c o u n t e d  f o r .  E x p r e s s e s  
t h e  i n t e n t  t h a t  f u t u r e  l e g i s l a t u r e s  u s e  t h e s e  f u n d s  f o r  t h e  
p u r p o s e s  i d e n t i f i e d  i n  t h e  s e c t i o n .

S e c .  4 3 . 5 0 . 3 6 0  r e q u i r e s  t h e  d e p a r t m e n t  t o  s u b m i t  a n  a n n u a l  
r e p o r t  o n  t h e  t a x  t o  t h e  l e g i s l a t u r e .

S e c .  4 3 . 5 0 . 3 7 0  a u t h o r i z e s  t h e  d e p a r t m e n t  t o  a d o p t  r e g u l a ­
t i o n s  f o r  s e c .  4 3 . 5 0 . 3 0 0  -  4 3 . 5 0 . 3 9 0 .
S e c .  4 3 . 5 0 . 3 9 0  d e f i n e s  c e r t a i n  t e r m s  f o r  s e c .  4 3 . 5 0 . 3 0 0  -  
4 3 . 5 0 . 3 9 0 .  " L i c e n s e e "  i s  d e f i n e d  t o  i n c l u d e  ( 1 )  p e r s o n s  
l i c e n s e d  u n d e r  AS 4 3 . 5 0 . 3 2 0  a n d  ( 2 )  t h o s e  p e r s o n s  who m ake  
t a x a b l e  s a l e s  b u t  who a r e  e x e m p t e d  f r o m  t h e  l i c e n s i n g  
b e c a u s e  t h e y  a r e  l i c e n s e d  u n d e r  t h e  C i g a r e t t e  T a x  A c t  
(A S  4 3 . 5 0 . 0 1 0  -  4 3 . 5 0 . 1 8 0 ) .



R e p r e s e n t a t i v e  Ellis
P a g e  3
A p r i l  29, 1987

S e c .  2 m a k e s  a  t e c h n i c a l  am endm en t  o f  t h e  d e f i n i t i o n  s e c t i o n  
o f  t h e  C i g a r e t t e  T a x  A c t  t o  p r e v e n t  t h e  d e f i n i t i o n s  i n  t h e  
C i g a r e t t e  T a x  A c t  f r o m  a p p l y i n g  t o  s e c .  1 o f  t h e  b i l l .



STATE OK ALASKA
DEPARTMENT OK REVENUE

DIVISION OK AUDIT

M E M O R A N D U M

TO: R o y c e  W e l l e r

S p e c i a l  A s s i s t a n t  to. t h e  C o m m i s s i o n e r

KROM: S t e v e n  E. K e t t e l

A c t i n g  D i r e c t o r  o't A u d i t

DATE: A p r i l  13, 1087

S U B J E C T :  T a x  l e v y  o n  s m o k e l e s s  t o b a c c o

P e r  y o u r  r e q u e s t  w e  h a v e  a t t e m p t e d  to d e t e r m i n e  t h e  p o t e n t i a l  

r e v e n u e  i n c r e a s e  by  a d d i n g  a t a x  o n  s m o k e l e s s  t o b a c c o .  In o u r  

r e s e a r c h  w e  h a v e  c o n t a c t e d  the m a j o r  i m p o r t e r s  of t o b a c c o  p r o d u c t s  

in the s t a t e ,  a s  w e l l  as t h e  U.S .  T o b a c c o  i n s t i t u t e .

O n  a n a t i o n w i d e  a v e r a g e ,  s t a t e s  t h a t  t a x  b o t h  s m o k e l e s s  and 

n o n - s m o k e l e s s  p r o d u c t s  g e n e r a t e  3.87« o f  t h e i r  t a x  f r o m  s o u r c e s  

o t h e r  t h a n  c i g a r e t t e s ;  i n c l u d i n g  c i g a r s ,  p i p e  t o b a c c o ,  c h e w i n g  

t o b a c c o  a n d  s n u f f .  N a t i o n w i d e  s t a t i s t i c s  d o  n o t  s e p a r a t e  g r o s s  

s a i e s  a m o n g  t he n o n - c i g a r e t t e  c a t e g o r i e s .  fflRjffifflfereafc, .'Alaska is j 

t h e  n a t i o n a l  l e a d e r  in  c o n s u m p t i o n  o f  s m o k e l e s s  p r o d u c t s  peij 

capita.! A  p o l l i n g  of A l a s k a  d i s t r i b u t o r s  i n d i c a t e s  t h a t  b e t w e e n  

3.4 a n d  8 . 0  p e r c e n t  of t h e i r  s a l e s  a r e  f o r  n o n - c i g a r e t t e  p r o d u c t s .

A s s u m i n g  A l a s k a ' s  c o n s u m p t i o n  of  s m o k e l e s s  p r o d u c t s  f o l l o w s  t h e  

n a t i o n a l  a v e r a g e ,  a n d  t h a t  t h e  8 m i l l  c i g a r e t t e  t a x  w a s  i m p o s e d ,  an 

a d d i t i o n a l  $ 4 2 6 , 6 0 0  in t a x  r e v e n u e s  w o u l d  b e  g e n e r a t e d .



Tnblo 12 -190G
Stales Wliich Tax Both Cigarettes and Other Tobacco Products

(Fiscal year ending June 30, 19(i(j)
Total c ig are lle  P e rce n tag e  of total

and  o ther tobacco  taxes C igarette  taxos O ther to b a cc o  taxes to b a cc o  taxes Irom:

O ther O ther
G ro ss Net G ross N et p ro d u c ts G ross Net C iga­ to b a cc o

S ta le am oun t co llec tio n s am ount co llec tions taxed* am ount co llec tio n s re tte s p ro d u c ts S ta te
AL $ 78.775.323 $ 72,688,949 $ 77,175,083 $ 71,198,564 CSChSn $ 1,600,240 $ 1,490,385 9 8 0 2.0 AL
AZ 52.041,195 50,774,358 51.271,543 50,004,706 CSChSn 769,652 769,652 98.5 1.5 AZ
AR 65.634.979 G3,266,787 62,155,739 59,787,547 CSCh 3.479.240 3,479,240 94.7 5.3 AR
FL 304.372.808 298,398,897 295,577,556 289,691,519 SC hSn 8,795,331 8,707,378 97.1 2.9 FL
GA 93,080.059 90,340,284 91,320,117 88,580,342 C 1,759,942 1.759,942 98.1 1.9 GA

HI 19,671,084 19 371,084 17,703,976 17,703,976 CSChSn 1,967,108 1,967,108 9 0 0 100 HI
ID 10,195.060 9,752,346 8,854,269 8,411,555 CSChSn 1,340,791 1,340,791 86.8 132 ID
IA 73,745.176 72,265,146 72,024,669 70,544,639 CSChSn 1,720,507 1,720,507 97.7 2.3 IA
KS 59,631,120 57,805,363 58,286,236 56,514,274 CSChSn 1,344.884 1,291,089 97.7 2.3 KS
LA 88.284,788 81,824,902 86,910,227 81,695,614 CS 1,374,561 1,292,088 98.4 1.6 LA

MA 175,475,006 173,405,140 175.333,189 173,263,323/C h S n 141,817 141,817 99.9 0.1 MA
MN 105,052,077 101,574,301 101,057,348 97,634,645 CSChSn 3,994,729 3,939,656 96.2 3.8 MN
MS 58,727,719 54,196,726 54,070,578 49,539,585 CSChSn 4,657,141 4,657,141 92.1 7.9 MS
MT 13,652,749 13,184,430 12,943,445 12,514,498 CSChSn 709,304 669,932 94 8 5.2 MT
NV 21,497,435 20,676,568 20,284,792 19,488,156 CSChSn 1,212,643 1,188,412 94.4 5 6 NV

ND 12,648,671 12,033,204 12,309,345 11,693,878 CSChSn 339,326 339,326 97.3 2.7 ND
OK 78,107,016 75,125,072 71,022,806 68,182,546 CSChSn 7,084,210 6,942,526 90.9 9.1 OK
OR 77,093,126 76,396,765 75,011,574 74,345.975 CSChSn 2,081,552 2,050,790 97.3 2.7 OR
SC 31,576,379 30,086,026 29,522,340 28,073,068 CSChSn 2,054,039 2,012,958 93.5 6.5 SC
TN 82,583,785 80,810,443 79,745,209 77,971,867 CSChSn 2,838,575 2,838,576 96.6 3.4 TN

TX 396,303,410 381,580,071 373.506.575 358,783,236 CSChSn 22.796,835 22,796,835 94.2 5.7 TX
UT 13,837,064 13,321,091 12,919,309 12,402.536 CSChSn 918,555 918,555 93.4 6.6 UT
VT 12.415.043 12,083,216 11,932,304 11,610,132 CSChSn 482,739 473,084 96.1 3.9 VT
WA 108,675,620 107,906,976 103,773,418 103,010,625 CSChSn 4,902,202 4,896,351 95.5 4.5 WA
Wl 130,892,421 125,407,142 126,913,37.2 121,428,093 CSChSn 3,979,049 3,979,049 97.0 3.0 Wl

Total $2,163,969,991 $2,095,738,087 $2,081,625,019 $2,014,074,899 $82,344,972 $81,663,188 96.2 3.8 Total

*C- Cigars f. • Smoking Inhnrcn



S T A T E  O F  A L A S K A  

D E P A R T M E N T  O F  R E V E N U E  

A u d i t  D i v i s i o n

M E M O R A N D U M

To: E l o i s e  H e r r i c k

S u p e r v i s o r ,  E x c i s e  C l a i m s / T a x  U n i t

F r o m :  B r a d  W h i s t l e a U j

T a x  E x a m i n e r  . ^ E x c i s e  C l a i m s / T a x  U n i t
4

Da te: A p r i l  23, 1987

S u b j e c t :  D i s t r i b u t i o n  of  C i g a r e t t e  L i c e n s e  b y  t y p e  of  b u s i n e s s  a nd r e v e n u e

p r o j e c t i o n s  b a s e d  o n  t a x i n g  t o b a c c o  p r o d u c t s  o t h e r  t h a n  c i g a r e t t e s  b y  

p e r c e n t a g e  of  p r i c e  of t h e  p r o d u c t .

T h e  f o l l o w i n g  a r e  t h e  d i s t r i b u t i o n s  of  t h e  t y p e s  of c i g a r e t t e  l i c e n s e s :  

( F r o m  7 / 1 / 8 6  to p r e s e n t - f r o m  P u b l i c  S e r v i c e s  D i v i s i o n  of  D e p t ,  o f  R e v.)

T y p e  of  l i c e n s e  

M a n u f a c t u r e r s  

D i s t r i b u t o r s  

V e n d .  M a c h i n e  

R e t a i l e r s  

B u y e r s _____________

N u m b e r  of l i c e n s e s  

5 

16 

40 

71 

2

C u r r e n t  F e e  

$ 5 . 0 0

5 0 . 0 0

2 5 . 0 0

2 5 . 0 0

2 5 . 0 0

T o t a l  r e v e n u e  f r o m  l i c e n s e  

$ 2 5 . 0 0

8 0 0 . 0 0  

1 0 0 0 .0 0

1 7 7 5 . 0 0  

_________________ 5 0 . 0 0

T o t a l 134 $ 3 6 5 0 . 0 0

B a s e d  o n  i n f o r m a t i o n  f r o m  1986 e d i t i o n  o f  H i e  T a x  B u r d e n  o n  T o b a c c o  p u b l i s h e d  

b y  T h e  T o b a c c o  I n s t i t u t e :

F o r  A l a s k a  t h e  T o t a l  T a x  as a p e r c e n t a g e  o f  t h e  R e t a i l  P r i c e  of  C i g a r e t t e s  is 

3 6 %  ( t h e  A l a s k a  s t a t e  t a x  as a p e r c e n t a g e  w o u l d  b e  1 8 % )“7

B a s e d  o n  m a n u f a c t u r e ' s  i n v o i c e  p r i c e  of c i g a r e t t e s  t h e  a v e r a g e  p r i c e  p e r  p a c k  

is $0.72.

1 8 . 0 %  - ?

1 2 1 . 5 *  7 2*

T h i s  i m p l i e s  t h e  A l a s k a  t a x  w o u l d  b e  1 0 . 6 %  of t h e  m a n u f a c t u r e s  i n v o i c e  p r i c e .  

$9. 6  m i l l i o n  s t a t e  c i g a r e t t e  t a x  f o r  F Y  8 6 - 8 7  - $ 9 0 . 6  m i l l i o n  in cig. s a l e s  

1 0 . 6 %  f o r  m a n u f a c t u r e r



B a s e d  on  n a t i o n a l  a v e r a g e  of 3 . 8 %  of t a x  f r o m  n o n - c i g a r e t t e  t o b a c c o  taxes, t h e  

a v e r a g e  c i g a r e t t e  t a x  w o u l d  b e  9 6 . 2 %  of t o t a l  t o b a c c o  t a x  c o l l e c t e d .  F r o m  

t h i s  w e  e s t i m a t e  t h e  n o n - c i g a r e t t e  s a l e s  f r o m  t h e  m a n u f a c t u r e r  to  b e  $3.6 

m i l l i o n .

T a x i n g  a t  1 3 . 8 %  m a n u f a c t u r e s  i n v o i c e  p r i c e  w o u l d  b e  $ 5 0 0 , 0 0 0  in r e v e n u e s  

T a x i n g  at  20.07.. " •• " " •* $ 7 2 0 , 0 0 0  " "

Of t h e  5 s t a t e s  t a x i n g  a t  t h e  m a n u f a c t u r e s  i n v o i c e  p r i c e  t h e  a v e r a g e  is 

a p p r o x i m a t e l y  2 0 .0%.

T h e  a v e r a g e  t a x  r a t e  f o r  t h e  10 s t a t e s  t a x i n g  o n  t h e  w h o l e s a l e  p r i c e  of  t h e  

t o b a c c o  p r o d u c t s  t h e  a v e r a g e  is 2 9 . 0 % .  E x c l u d i n g  t h e  S t a t e  of W a s h i n g t o n  

w h i c h  h a s  a  64.97. t a x  o n  t h e  w h o l e s a l e  p r i c e  t h e  a v e r a g e  i s  2 5 .5%.

If y o u  a s s u m e  a 2 0 %  m a r k  u p  o n  t h e  t o b a c c o  p r o d u c t s  b y  t h e  d i s t r i b u t o r s ,  t h e  

r e v e n u e  r a i s e d  a t  a 25.57. t a x  o n  t h e  w h o l e s a l e  p r i c e  o f  t h e  t o b a c c o  p r o d u c t s  

w o u l d  b e  $ 1 , 0 9 5  m i l l i o n .
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» ,  i r n  m v i  W o n  >  c e n t s  v a c h .  W  CO p e r  t h o u s a n d .
| r i  s * ^ * m * * A w M « 4m m e l h a « A « e n i e e a c h .  M S O p e r  t h o u s a n d .
M  M m e  m a t e  m a n  1 0  c a n t s  e a c h .  t  J 5 0  p a r  t h o u s a n d .tn U » i  m a r t  tO  e n d  n *  m c y f  t h a n  2 0  c a n t a  e a c h .  S I S  p m  t h o u s a n d .
| f |  U o * e  m a n  20 c a n l a  e a c h .  1 7 0  2 3  p e r  t h o u s a n d .

U n a  ( ^ t  2 c a n t a  »©* e a c h  1 0  o r  l i a c u o n  t h a r a o f
t A O U n g  l o o w c c c r  

|W  I V  o u n c e s  ©* t o n .  2  c a n t s ,
tfci O v e r  I V  o u n c e s .  n o f  t » c * e d i n g  f  o u n c e s .  6  c e n t s ;
K )  O s r  7  o w n e r s ,  n o t  t a c e a d m g  0  o u n c e  s .  • c a n t s
W ) O v e r  3  o u n c a t .  n o t  e a c e s d m g  4  o u n c e s .  I t  c e n t s .
(0 3 c e n t s  a d d i t i o n a l  l a a  t o r  e a c h  o u n c e  o r  t r a c t m r i  p a n  t h e r e o f  o v e r  4  o u n c e s

C h e w i n g  T o b a c c o :  V  c a n l a  o l  a a c n  o u n c e  o r  t r a c t i o n  1 h a i » o »
E n u l l .

( a )  %  o u n c e s  o r  l e s s .  X  c a n t .
f t )  O rtt X  o u n c e  n o t  e i c e e d m g  t X  O u n c e s .  1  c a n t .
( c )  O v e r  I X  o u n c e a .  n o t  a i c a a d i n o  2 X  o u n c e s .  2 c e n t s .
(<J) O v e r  2'r o u n c r a .  n o t  e a c a e d m g  3  o u n c e a ;  2 %  c e n t s .
( a )  O * 3 1 3  o u n c e s ,  n o t  a v e t e d i n g  3  o u n c e s  t e e n s ,  p a c k a g e s  p u l l e t s ) .  3  c e n t s .
( I )  O v e r  3  o u n c e s ,  n o t  e r c a e d m g  3  o u n c e s  ( O ' e s a a s .  t u m b l e r s ,  b o t t l e  i t .  3 v  c e n t s
( g l  O v e r  3  o u n c e a .  n o t  a a e a e d i n g  A o u n c e s .  4  c e n i s
( n )  O n #  c a n t  a d d i t i o n a l  t e a  to *  e a c h  o u n c e  o r  f i a c n o n  p a d  t h e r e o f  o v e r  A  o u n c e l  

C i g n a  r e t a i l i n g  t a r  
K  A  c a n t s  e a c h  o a  l e s s .  2  c a n t s  l o r  a a c h  3  a  j a r s .
(b )  M o n  t h a n  & c a m s .  2 c e n t s  e a c h

U t i l e  c i g a r s  4  c e n t s  t o r  e a c h  3 0  o r  I r e c l i o n  i h r r r o l
b m o k m g  a n d  c h a w i n g  t o b a c c o  a n d  e n u t l  2 c a n l a  p a r  o u n c e  o r  m a j o r  t r a c t i o n  t h e r e o f
P m p  l u o a c c a  X  c a n t  p e r  o u n c e  o r  t r a c t i o n  ( f w r e o l

A n  o t i i a i  p r o d u c t s  a i c e p t  e n u t l .  t f t %  o f  m a n u f a c t u r e r s *  I n v o t c e  p n e e

A i l  o i n e t  p r o d u c t s  3 0  p e r c e n t  o t  a a a n o t e c l u i e r s '  p n e e .

A m o a i n g  t o b a c c o ,  c h e w i n g  l o o e c c o  a n d  e n u l l .  2 5  p e r c e n t  o l  w h o l a s * *  p n e e

L U t i e  c t o e r e  w e i g h i n g  n o t  m o r e  t h a n  3  o o u n d e  p e r  1 .0 0 0  2  n . . n s  e a r n  
AM  o t h e r  c i g e r s  1 3  p e r c e n t  o l  w h o l e s a l e  p r i c e

A O  o t h e r  p r o d u c t s :  4 0  p e r c e n t  n l  w h o l e s a l e  p r i c e

A l l  o t n e i  p r o d u c t s  3 5  p e r c e n t  o *  w h o l e s a l e  e a i e a  p r i c e

A n  o i n e r  p r o d u c t s  1 3  p e r c e n t  o I  w n m e e a < e  s e < e s  p r i c e

A H  o t h e r  p r o o u c t i :  > 0  p e r c e n t  o l  O r i g i n a l  u * r o * c r  p n e e  f r o m  t h e  m s n u l a r l u r r r  t o  t h e  w h o l e s a l e .

O g r - s  w i t h  a  l i s t  p r i c e  o t  1 1 2 0  p e r  t h o u s a n d  o i  l e s s ,  l e i  i s  A '*  o f  n e t  l n * o * c *
D g t r t  w i t h  a  u s l  p n e e  o l  o v e r  1 1 2 0  p e r  t h o u s a n d ,  t e a  l a  20%  o l  n e t  i n v e n t s  p u c e  
E m o t i n g  t o o a c c o  3 3 %  o t  n e t  I n v o i c e  p r i c e

C h e w m g  t o b a c c o  e n d  e n u t l .  4 3  p e r c e n t  o f  w h o l e s * ! *  e e i e e  p n e e  
C i g a r s  e n d  e m o t i n g  t o b a c c o  1 2  p e r c e n l  o l  w h o l e s a l e  s a t e s  p n e t  

C h e w m g  t o b a c c o  a n d  s n u f l .  2 3  p e r c e n t  o f  w h o l e  w a i t  p n e e  

A i l  o t h e r  p r o d u c t s  2 3  p e r c e n t  o f  w h o l e s a l e  p n e o  

A i l  o t h e r  p r o d u c t s '  1 3  p e r c e n t  o f  m a n u l e c t u r e r s '  ( l i t  p n e e  

A U  o t h e r  p r o d u c t s  1 2 5  p e r c e n l  o f  w h o l e s a l e  p r «

A l l  o t h e r  p r o d u c t s  3 0  p e s c e n l  o f  w h o l e s a l e  p n r r  

A H  o t h e r  p r o d u c t s  2 3  p e r c e n t  o f  p r o d u c t  v a l u e  

a i i  o t h e r  p r o d u c t s  1 1  p e r c e n t  o l  w h o t e a e t e  p r i c e .

C i g a r s ,  c h a r o o l s ,  s t o g i e s  e t c  .  w e i g h i n g  m o r *  t h a n  3  p o u n d s  p e r  W K W s e n d .  r e l e i i m g  f o r  tn 4  c e n t s  e a : h  o r  ( e s c .  I t u  p e r  t h o u s a n d ,
f b t  M o r e  t h a n  a  c e n t s  e a c h .  | 3 0  p a r  t h o u s a n d

L i l l i e  c i g a r s  • m i l l s  e a c h .
b m o k m g  t o b a c c o .  4 0  p e r c e n t  o >  f a c t o r y  l i s t  p r i c e .
C h a w i n g  t o b a c c o  a n d  a n u l t .  3 0  p e r c e n t  o l  f a c t o r y  l i l t  p r i c e

A n  o * h a r  p r o d u c t s :  3 3  p e r r e m  o l  w h o l e s a l e  s a l t s  p r i c a .  -

C i g e r s .  c h e r o o t s ,  s t o g t e s .  a l e . ,  r r l w P n p  l o r  *  -  * *  ^  .*
f a )  A  c a n t #  i K h  o r  l e s s .  I l l  p e r  t h o u s a n d ,
(W  M o r a  l h a n  3  c e n t s .  S 2 0  p r v  t h o u s a n d  .  *

L l l l t a  c i g a r s *  2 c e n t s  l o r  e a c h  A o r  f r a c N o n  l h a r e o f  * - { ’"* • • ’ “ ■
E m o i m g  t o b a c c o  3 C  p e r c e n t  » (  m a n u f e c i a i e r t *  p r i c e  *  *
E n u l l  a n d  c h e w i n g  t o b a c c o  3  p e r c e n t  o f  m a n u l e c l u r e i i *  p r i c e .

A l l  o t h e r  p r o d u c t s '  A  p e r c e n t  o f  w h o l e  s a l e  p r * c e

T e a  o n  < i g a < s  a n d  t o b a c c o  l a  b a s e d  o n  o a r g n t  p e r  1 .0 0 0  a n d  m a l l  s e U m g  p n e a .

rr*-. -?*

( 1 )  C i g a r a  w e i g m n g  n o t  m o m  t h a n  3  p o u n d s  p e r  1JXO 1 c e n t  l o r  e a c h  1 0  c t g a r s .Ct\ C * g a * s  w e i g h i n g  m o r  a  t h a n  3  p o u n d s  p a r  1 ,0 0 0  a n d  r e t a i l i n g  l o r  r s o f  m o r a  i n e n  3 3  c a n t s  t e c h ,  1 7  3 0  • ”
p e *  1 0 0C

P )  C i g a r s  o f  a l l  d e s c r i p t i o n  w e i g h i n g  m o r e  t h a n  3  p o u n d s  p a t  1 .0 0 0  a n d  r e t a iM i g  l o r  o v e r  3  3  c a n t a  e a c A ,  ** 
c o n t a i n i n g  n o  s u b s t a n t i a l  a m o u n t  o l  n o n - t o b a c c o  i n g r e d i e n t s ,  f  1 1 . 0 0  p * >  1 0 0 0 .

( 4 )  C i g a « s  o l  s l l  d e s c r i p t i o n  w a r n i n g  m o r t  t h a n  3  p n u n d a  p a r  1 .0 0 0  a n d  r e n - i m g  l o r  o v a r  3 3  c a n t s  e a c h ,
c o n t a i n i n g  a  s u b s t a n t i a )  a m o u n t  o t  n o n  t o b a c c o  i n g r e d * « n i s .  | 1 3  0 0  p e r  1 .0 0 0 .

( 3 )  C h e w i n g ,  p t p e  o r  e m o t i n g  t o b a c c o ,  a n d  m u f f .  2 3  p e r c t t H  o l  t h e  f a c t o r y  A s l  p n e e  e i c t u s i v e  o f  a n y  
U a o a  d i s c o u n t ,  s p e c i a l  d i s c o u n t  o *  d e a l  

U T  A D  o t h a r  p r o d u c t s  3 3  p e r c e n t  o f  m e n u f a c l u t c r s *  M U m g  p r i c e  d e l i v e r e d  M i o  s l a t e

V T  A U  o t h a r  p r o d u c t s .  2 0  p e r c e n t  o f  A a f n o u t o r s '  p r i c e .

W A  A U  o t h e r  p r o d u c t s 'A 4  t  p e r c e n t  d w t v o t a a a i #  p r i c e .

W l  AJV o t h e r  p r o d u c t s :  2 0  p e s c r r u  o f  w h o l e s a l e  p r i c e .

T l »  f o l l o w i n g  t l a i n  l u  f l u *  c l g a n ,  i h «  k m  m  t l g o r e f t o *  o e c o w f c n g  t o  d r i M i i o n .  C A .  C T .  IA . M N .  M  T V
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P.O . BOX 196650 
ANCHORAGE, ALASKA 99519-6650 
(90 7 )264 -4 111

TONY KNOWLES. 
MAYOR

MUNICIPAL HEALTH & HUMAN SERVICES COMMISSION

April 29, 1987

House Finance Caxniittee Members 
Alaska State Legislature 
P.O. Box V  
Juneau, Alaska 99811

Dear House Finance Committee Members:

The Anchorage Municipal Health and Human Services Ocrmdssion is charged with 
reviewing and making recommendations on "legislation which affects the health 
and social well-being of the residents" of Anchorage (Anchorage Municipal Code 
4.60.060). In accordance with this responsibility, the Municipality of 
Anchorage's Health and Human Services Ocrmdssion voted on April 22, 1987, to 
recommend approval of HB-260. It is the Commission's opinion that the use of 
chewing tobacco, pipe tobacco and cigars is hazardous to health and that the 
State of Alaska should tax these types of tobacco and that futhermore, a 
separate accounting of the proceeds frcm such a tax should be provided in order 
to fund health care, health research, health education, and health promotion 
programs. Since the State of Alaska already taxes cigarette tobacco, it makes 
sense that it should also tax other tobacco products at a similar rate to that 
of cigarettes. It is our understanding that these types of tobacco are 
currently taxed in 28 other states.

Although the original bill does not include it, the Health and Human Services 
Commission recommends that the tax be extended to pipe tobacco and cigars as 
well as chewing tobacco and that the tax be increased frcm one cent to 1.5 cents 
per .1 ounce.

The Health and Human Services Commission is in the process of developing a 
comprehensive plan for health and human services which will establish priorities 
among services. The Commission's support for this legislation does not reflect 
any prioritization of services and needs.

Commission

cc: James Barnett, Commission Liaison, Anchorage Assembly
Chip Dennerlein, Intergovernmental Affairs, MQA 
John F. Franklin, Commissioner of Public Safety, M3A 
Jewel Jones, Director, Dept, of Health and Human Services, M3A 
Tony Knowles, Mayor 
Larry Baker, Chair, Anchorage Assembly

Gari B. Andreini, Chairman 
Municipal Health & Human Services

JS9/dPD12



R E S O L U T I O N  FOR T H E  H E A L T H  AND H U M A N  S E R V I C E S  C O M M I S I O N

WHEREAS, t h e  use o f  c h ew in g  t o b a c c o ,  p i p e  t o b a c c o  and 
c i g a r s  i s  h a z a rd o u s  t o  h e a l t h ;

WHEREAS, The S t a t e  o f  A l a s k a  t a x e s  c i g a r e t t e  t o b a c c o  b u t  
does n o t  t a x  t h e s e  o t h e r  t y p e s  o f  t o b a c c o ;

WHEREAS, t h e s e  t y p e s  o f  t o b a c c o  a r e  t a x e d  i n  23 s t a t e s  
o t h e r  t h a n  A l a s k a ;

WHEREAS, A d d i t i o n a l  mon ie s  a r e  needed f o r  h e a l t h  
p r o g r a m s ;

I -move—t+v-a-t—t-he A n cho rage  Hea1 t h  and Human S e r v i c e s  
Comm iss ion s u p p o r t s 1 e g i s l a t i o n  t h a t  w o u ld :

1 .  Tax chew in g  t o b a c c o ,  p i p e  t o b a c c o  and c i g a r s  a t  a 
r a t e  s i m i l a r  t o  t h a t  o f  c i g a r e t t e s ;

2 . P r o v i d e  f o r  s e p a r a t e  a c c o u n t i n g  o f  t h e  p r o c e e d s  f r om  
such a t a x ; and

3. I n d i c a t e  t h a t  t h e  p r o c e e d s  may be used f o r  h e a l t h  
c a r e ,  h e a l t h  r e s e a r c h , h e a l t h  e d u c a t i o n  and h e a l t h  p r om o t i o n  
p r o g r am s .





SMOKELESS TOBACCO USAGE IN RURAL ALASKA

C andy S c h U f e . R . D . H .

Dental P r e v e n t i on  S p e c i a l i s t  

Alaska Area Na ti v e  Health Servi c e

INTRODUCTION

The use o f  s m o keless tobac c o  p r o du c t s  1s Increasing. Sales o f  smokeless 

tobacco products h ave I n c r e a s e d  a b o u t  11 p e r c e n t  e a c h  y e a r  s ince 1974 with 
an e s t i m a t e d  12 m i l l i o n  u s e r s  1n the U n i t e d  Sta te s  1n 1985.

A  recent national survey Ind i c a t e d  t h a t  16 p e r c e n t  o f  m a l e s  b e t w e e n  12 and 

25 y e a r s  of age h a d  us e d  s ome form o f  smokeless t o b a c c o w i t h i n  the p ast

year. Several studies h a v e  repor te d  25 to 35 p e r c e n t  o f  a d o l e s c e n t  m a l e s

cu r r e n t l y  use these produ c ts  (1 ).

T h e  primary purp o se  o f  t his sur v e y  w a s  to d e t e r m i n e  the us e  o f  smokeless

tobacco In the y o u t h  o f  rural Al a s k a  both Na t i v e a n d  non-Nat1ve. A m o u n t  

used, nu m be r  o f  y e a r s  u s e d  a n d  a w a r e n e s s o f  h e a l t h  problems a ss o c i a t e d 

with the use o f  these p r o d u ct s  w a s  also assessed.

METH O D S

In the spring o f  1986, a n 1 n e - q u e s t 1 o n  su r v e y  w a s  di s t r i b u t e d  b y  the 

Indian Health S e r v i c e  Dental P r o g r a m s  in e i g h t  rural regions o f  the 

state. These surveys w e r e  s e l f - a d m 1 n 1 s t e r e d  b y  st u d e n t s  1n grades 

kin de r g a r t e n  through twelve. Data from a b o u t  5,000 surveys w a s  c om p i l e d  

and will b e  r e p o r t e d  here. T h e  m e t h o d  o f  s a m p l i n g  w a s  b a s e d  upo n  those 

school a d m i n is t r a t o r s  a n d  dental p r o g ra m s  wh o  chose to p a r t i c ip a t e  1n the 

survey. (Not all s c h oo l s  in all a r e a s  w e r e  a s k e d  to pa r t i c i p a te  due to 

time and en e r g y restraints). Th e  p e r c e i v e d  p r o bl e m  o f  u s e  o f  smokeless 

tobacco products m a y  h a v e  I n f l u e n c e d  some to participate. A  r a n d o m  sample 

m e t h o d  w a s  n o t  used. The  school s y s t e m  w a s  c h o s e n  to a d m i n i s t e r  the 

survey, t h e refore the sample siz e  w a s  l i m i te d  to o n l y  5 to 18 y e a r - o l d  

children. Stude nt s  a t t e n d i n g  school o u t  of  their region i.e. b o a r d er s  

w e r e  ob v io u s l y  not  Included. Since school a t t e n d a n c e  w a s  crucial for 

partic ip a t i o n  1 n the su r v e y  t h e re  wa s  no a t t e m p t  to su r v ey  t hose students 

w h o  ha d  drop p e d  o u t  o f  school.

RESULTS

Th e  total n u m b e r  o f  m a l e  a n d  female r e s p o n d e n t s  w a s  2,511 and 2,454 

respectively. Of the 4 , 9 6 5  r e s p o ndents, 34 p e r c e n t  o f  the m a l e s  and 

perc e n t  of  the females I n d i c a t e d  they u sed s m o k e l es s  t o b a c c o  products. 

This 1s c on t r a r y  to m uch data that  suppor t s  s u b s t a n t i a l l y  h i g h e r  usage by 

male vs. female populations. A c c o r d i n g  to a national survey only about 

two p e r c e n t  o f  the female p o p u l a t io n  o f  all ages u s e d  s m o k el e s s  tobacco 

products (1 ).
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A user was  defined as an y o n e  w h o  r e s p o n de d  p o s it i v e l y  to the question, "Do 

y o u  use smokeless t o b a c c o  products?". O u r  s u r v e y  I n d i c a t e d tha t  24 

p ercent o f  the m ales age 5-1 2  y e a r s  w e r e  users and 45 p e r c e n t  o f  the 13-18 

y e a r - o l d  m a l e  students w e r e  users. Th e  p e r c e n t a g e  o f  fema l e s  wh o 

regularly us e  w a s  22 p e r c e n t  for ages 5-1 2  y e a r s  a n d  3 4  p e r ce n t  for ages 

13-18. Th e  h i g h e s t  u ser age g r o u p  wa s  16 y e a r - o l d  males: 52.7 perc e n t  o f  

this age population used. It Is a l a rming to find t ha t  a b o u t  17 perc e n t  of 

the five-year o l d  females and 10 p e r c e n t  o f  f iv e - y e a r  old m ales are using 

these products an d  had bee n d o i n g  so for 1.3 - 1.5 y e a r s  (Tables 2, 3)J

H i g h er  u s e  w a s  seen in I n t e r i o r  a n d  N o r th e r n  A l a s k a  ( Y u ko n - K u s k o kw l m  Delta 

Region, Bristol Bay Area, K o t z e b u e  S e r v i ce  Unit, B a r r o w  and A n c h o r a g e  

Service Units). L o w e r  u s a g e  w a s  seen 1n S o u t h e a s t  Alaska, Mt. E d g ecumbe 

and Anne t t e  Island S e r v i c e  U n i ts  (Table 6 ). The n um b e r  o f  surveys 

c o mpleted from th e  serv i c e  u n i t s  w i t h  a h i g h e r  u s a g e w a s  also I n dicative 
of a greater p e r c e n ta g e  of the p op u l a t i o n  s u r v e y e d  (Table 5).

A ccording to th e  survey, 4 5  p e r c e n t  o f  the m a l e s  a n d  43 p e r c e n t  o f  the 

females had tried s m okeless tobacco products.

A n o t h e r  I t e m  o f  c o n c e r n  w a s  h o w  m u c h  o f  t he s e  p r o d u c t s  w a s  b e i n g  used. 

The average m a l e  used 1.4 can s  per we e k  an d  the a v e r ag e  female u s e d  1.1 

cans per week. National a v e r a g e  » 1 can pe r  week.

C o penhagen wa s  the b r a n d  s e l e c t e d  m o s t  o ften w h e n  a s k e d  to l i s t  b r a n d s  

used. E i gh t y - f o u r  p e r c e n t  o f  t h e  users c hose C o p e n h a g e n  as the b r a n d  o r  

one o f  the brands used. C o p e n h a g e n  1s U.S. T o b a c c o ' s  s t r o n g e s t  p r o d u c t

(2). High use o f  C o p e n h a g e n  m a y  Indica t e  a s o p h i s t i c a t e d  and e x p e r i e n c e d  

use r population. M a n y  h o m e- m a d e  v e rsions w e r e  als o  reported.

Respondents w er e  als o  a s k e d  h o w  long they h a d  u s e d  these products. T h e 

answers ranged from 1. 3  y e a r s  for the five - y e a r  old female users to 7.9 

y e a r s  for the e i g h t e e n - y e a r  o l d  female users. The m a l e s  le n g t h  o f  us e 

v a r i e d  from 1. 0  y e a r s  in the fiv e - ye a r  ol d  m a l e s  to 6.5 y e a r s  1n 

eighte en - y e a r  o l d  m a l e  users. In l o o k i n g  a t  th e  a v e r a g e  n u m b e r  o f  y e a r s  

w n l c h  these products w e r e  used, w e  see that  females In general h a v e  used 

these products l o n g e r  t h a n  th e  m a l e s  (Tables 3, 4). Us e  o f  these 

products sh o w e d  a li n ea r  p r o g r e s s i o n  for both m a l e s  a n d  females w ith no 

p a rticular "target age" o r  s h a r p  ris e  1n us e  by a n  ag e  group. T h e r e  wa s  a 

s l i g h t  Increase In use in females from age 8 to 9 a n d  12 to 13 (Table 

4). The a v e r a ge  18 y e a r - o l d  s t u d e n t  has u s e d  t hese pr o d u c t s  for al m o s t 

seven or e i g h t  years. This Is c o m p a r e d  to a 5 y e a r - o l d  u s e r  today who may 
have 13 to 14 y e a r s  o f  use b y  th e  time h e / s h e  reac h e s a g e  eighteen.

Scientific e v i d e nc e  1s strong t h a t  the use o f  s m o k e l e s s  toba c c o  can c ause 

c a n c e r  In humans, e s p e c i a l l y  oral cancer. Th e  d e g r e e  It a f f e c t s  depends 

on m a n y  factors such as type of sm o k e l e s s  toba c c o  p r o d u c t  used, frequency, 

duration, and site o f  action. L e uk o p l a k i a , gingival r e c e s s i o n  (root 

carles), staining o f  teeth a n d  tooth a br a s i o n  have also b e e n  reported.
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Respondents w e r e  finally a s k e d 1f they w e r e  aware o f  a n y  he a l t h  problems 

assoc i a t e d  w i t h  the u s e  o f  s m okeless tobacco products. T h e  m a j o r i t y  (60.1 

percent) r e s p o n de d  positively. N i n e t y - t h r e e  p e r c e n t  o f  t h o s e  who

responded p o s i t i v e ly  to awa re n e s s  o f  hea l t h problems l i s t e d  "cancer" as

t heir an s w e r  o r  one o f  t h e i r  answers.

A f i ve-year o l d  c h i l d  p r o b a b l y  c a n n o t  really c o m p r e h e n d  w h a t  "cancer" 

m e a n s  b u t  thi s  r e s p o n se  1s an I ndication that there 1s som e  level of 

awareness. Th e  c o r r e l a t i o n  o f  awar e n e s s  o f  heal t h  problems and high u sage 

rate 1s o f  concern. It w a s  sad for this s u r v e y o r  to look at res p o n s e s  of 

y o u n g  c h i l d re n  w h o  w e r e  a s k i n g  for help  In tr y in g  to q u i t  t h e i r  a d d i c t i o n  

and di d n' t  k n o w  w h a t  to do.

D ISCUSSION

Once usage has b e e n  e s t a b l is h e d ,  the fact o f  a d d i c t i o n  m u s t  be a d d r e s s e d  

and Intervention m e t h o d s  m u s t  be used.

It has been r e p o r t e d  t h a t  the b l o o d  n i c o t in e  le v e l s  ar e  s i m i l a r  to t h a t  o f

cig ar e t t e  smok i n g  and t h e r e f o r e  on e  m i g h t  e x p e c t  a simi l a r  a d d i c t i o n  1n

smokeless toba c c o  users. T h e r e  1s also e v i d e n c e  t h a t  n i c o t i ne  m a y  play a 

r ole in c o r o n a r y  a r t e r y  a n d  peripheral v a s c u l a r  disease, h y pe r t e n s i o n ,  

peptic ulcers a n d  fetal m o r t a l i t y  and m o r b i d i t y  (1).

It has b een r e p o r t e d  1n o t h e r  a rt icles t hat the n u m b e r  one  fac t o r  1n

g e t t i n g  star t e d  w i t h  smokeless toba c c o produ c t s 1s p e e r  pressure. 

P r e s s u r e  from o l d e r  s i bl i n g s  m a y  also b e  Influential. Parental role 

m o d e l s  m a y  also b e  a fa c t or  (not documented). T h e  a d v e r t i s i n g  c a m pa i g n s  

o f  tobacco c o m p a ni e s  h a v e  been very e f f e c t i v e  In g e tt i n g  k ids tr y i n g  and 

hooked.

Th e  j o b  o f  e d u c a t i n g  pare n t s  as well as the c h i l d r e n  a b o u t  t h e  health 

problems a s s o c i a t e d  w i t h  smo k e l e s s  tobacco products Is an I m p o r t a n t  task 

o f  all health c a r e  providers. C o m m u n i t i e s  n e e d  to be p r e s e n t e d  w i t h  this 

Information and a l l o w e d  to m a k e  a d e c ision as to t heir p e r s p e c t i v e  of the 

problem. O n c e  1t 1s pe r c e i v e d  as a p r o b l e m  ( e ducation an d  a w a r e ne s s )  they 

can then b e c o m e  p a r t  o f  the solution. T h e r e  1s a m u c h  g r e a t e r  c h a n c e  for 

health b e h a v i o r  c h a n g e s  m a d e  w i t h  this approach.

We  h a v e  a u n i q u e  o p p o r t u n i t y  to e d u c a t e a n d  p r e v e n t  a k n o w n  ne g a t i v e 

health behavior. A  m u l t i - d i s c i  p H  nary a p p r o a c h  Inv o l v i n g C o m m u n i t y  Health  

Aides, Pu b l i c  H ea l t h  Nurses, He a l t h  Educa t or s ,  Dental a n d  Medical

Personnel, as well as c o m m u n i t y  m e m bers, ca n  play an I m p o r t a n t  rol e  1n

re d u c i n g  the high u sage rate 1n the rural p o p ul a t i o n  1n Alaska.
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TABLE 5

serv ice : u n i  t non--USERS USERS TOTAL ’/.USERS

anchorage 489 . 146 635 i 23 .0
ANNETTE 1SLAN0 174 .10 184 5 .4
BARRGW 316 94 410 22 .9
BRISTOL BAY 204 127 411 30.9
INTERIOR AK* 44S 128 576 . 22 .2
KOTZEBUE 350 145 495 v • 29 .3
I1T. EDCECUHBG 92 7 99 7 . 1
YUKDN-KUSKOKUIIA 1437 925 2412 33 .3

TOTAL: 3640 1582 5222 30.3

* Numbers h e re  r e p re s e n t  t o t a l  users ’; and n o n -u s e r s .  Sex was u n i n t e n t i o n a l l y  
l e f t  o f f  on a  m a jo r i t y  o f  th e  su rvey s  f o r  I n t e r i o r  A la s k a  so th e s e  numbers 
a r e  n o t  in c lu d ed  i n  any d a ta  v h ic h  in c lu d e s  sex  a s  a  component o f  th e  r e s u l t s
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Is there a way to use tobacco
without risking your health
and your life?
Should you switch from
cigarettes to another form

£  L U N G  A S S O C I A T I O N
of tobacco use?

1 TtoDnMnM SmIRk* * * ■Snuff? * Cioaps? - Pipes?
-■■'-.'.•I l-NO ASS'N. or  ALASKA 
60S BARROW ST., SUITE 2 
ANCHORAGE, AK 99801 

(907) 276 - tU N 9
Take a look at

He Facts
ThU pobll wttofl m  mate In pert by yoursupport of CfcristmM 8—li* and other contribution* to the American Lung Asrodction. a "

s -
• They damage thv .licate lining o l the 

mouth and throat.
As a result, they can contribute to serious dis­

ease or death from oral cancers, heart disease, or 
stroke.

*

SMOKELESS TOBACCO
As cigarette smoking becomes increasingly un­
popular in American life, tobacco companies are 
trying hard to promote chewing tobacco and 
snuff.

They aim at two groups:
• Young people who may never have been 
regular smokers.

• Smokers and ex-smokers who want a sub­
stitute fo r cigarettes.

But how safe are these products?

Chewing tobacco is leaf tobacco chewed by 
placing a wad—called a “quid” or "chaw”— 
between the cheek and the teeth, and sucking 
on it.
Snuff is finely ground tobacco. It is “dipped” by 
placing a pinch between the lower lip and 
teeth. Although the practice is rare, it may also 
De breathed through the nose.

Chewing tobacco end snuff definitely are 
dangerous health hazards. Because they are not 
smoked, they increase the risk o f disease in cer­
tain other parts o f the body instead o f the lungs.

The dangers o f using smokeless tobacco stem 
from two facts:

• They can lead to nicotine addiction.

Some health problems linked to chewing 
tobacco and snuff

• Mouth cancer • Throat cancer • Gum disease
Other effects

• Bad breath • Stained teeth • Tooth loss
• Slow healing ol mouth wounds • Lowered 
sense ol taste and smell • Escess saliva, need 
to spit

Smokeless tobacco companies want you to be­
lieve chewing tobacco o r dipping snu ff is the "in" 
thing to do— that it makes you more attractive.

CIGARS AMD PIPES

Pipe and cigar smokers have death rates that are 
lower than those o f cigarette smokers, but higher 
than non-smokers. Since they tend to smoke less 
and usually do not inhale, pipe and cigar smokers 
have less risk o f heart and lung disease. Those 
who switch from cigarettes to pipes and cigars, 
however, may inhale more than those who origi­
nally smoked cigars and pipes— or smoke more 
o ften.

Smoking pipes or cigars is far from safe. Here 
are the facts:

• Pipe and cigar smoke contain many ol the 
same harmful ingredients as cigarette 
smoke, often in much higher amounts.

• People who inhale pipe or cigar smoke have 
greater risks o f death from lung or heart 
disease than do cigarette smokers.

• Cigarette smokers who switch to pipes or 
cigars are likely to inhale the smoke— 
often unintentionally.

• Little cigars are especially dangerous. Peo­
ple tend to use them like cigarettes—

2 • AMJBCANIUNQ AittCUJCA. I Mi 3



605 Burrow Street, Suite 2, P.O. Box 103056 Anchorage, Alaski 99510 (907) 276-5864

AMERICAN - f  LUNG ASSOCIATION OF ALASKA
»0 Dedicated to the prevention and control of lung disease

A p r i l  1 ,  1987 Deborah Williams. Executive Director

R e p r e s e n t a t i v e  Max G ruenbe rg  
Pouch V
Juneau ,  A l a s k a  99811

Dear R e p r e s e n t a t i v e  G ruenbe rg :

Thank you f o r  y o u r  i n t e r e s t  i n  a s t a t e  t a x  on chew ing  t o b a c c o  and 
s n u f f .  Y ou r  s u p p o r t  o f  t h i s  measu re w ou ld  mean a g r e a t  d e a l  t o  the
12,000 c o n t r i b u t o r s  t o  t h e  Amer ican  Lung A s s o c i a t i o n ,  and t h e  s t a t e  
as a w h o le .

Per y o u r  r e q u e s t ,  I  am s e n d in g  an o u t l i n e  o f  my t e s t im o n y  b e f o r e  
th e  H e a l t h  and Human S e r v i c e s  S ub comm i t t e e .  The p o i n t s  I  r a i s e d  
we re :

1) Tobacco  a d d i c t i o n  i s  t h e  number one p r e v e n t a b l e  cause o f  d e a t h  
and d i s a b i l i t y  i n  t h e  U n i t e d  S t a t e s .

2) The r a t e  o f  c i g a r e t t e  a d d i c t i o n  i n  A l a s k a  i s  h i g h e r  t h a n  th e  
n a t i o n a l  a v e ra g e ;  and t h e r e  i s  r e a s o n  t o  b e l i e v e  t h a t  t h e  r a t e  o f  
s n u f f  and c h ew in g  t o b a c c o  a d d i c t i o n  i s  a l s o  h i g h e r  i n  A l a s k a  th a n  
t h e  n a t i o n a l  a v e ra g e ;  an e s t im a t e d  40 p e r c e n t  o f  ma le and f em a le  
r u r a l  n a t i v e  A la s k a n s  be tween t h e  ages o f  6 and 18 use s n u f f  o r  
c h ew in g  t o b a c c o  on a r e g u l a r  b a s i s .

3) The h e a l t h  c o s t s  a s s o c i a t e d  w i t h  t o b a c c o  a d d i c t i o n  a r e  immense: 
t o b a c c o  r e l a t e d  d i s e a s e s  such as emphysema, c h r o n i c  b r o n c h i t i s ,  
l u n g  c a n c e r ,  mou th c a n c e r ,  c a n c e r  o f  t h e  t o n g u e ,  and c a n c e r  o f  the  
t h r o a t  c o s t  t h e  n a t i o n  $54 b i l l i o n  a n n u a l l y  i n  l o s t  w o rk ,  
p r o d u c t i o n ,  and m e d i c a l  c o s t s .

4) Lung c a n c e r  i s  t h e  4 t h  l e a d i n g  cause o f  d e a t h  i n  A la s k a ;  85* o f  
l u n g  c a n c e r  i s  caused by sm ok in g .

5) The h e a l t h  c o s t s  a s s o c i a t e d  w i t h  t h e  use o f  s n u f f  and c h ew in g  
t o b a c c o  a r e  r i s i n g  as t h e i r  use i n c r e a s e s .  The mos t t r a g i c  f a c t  i s  
t h a t  v e r y  young c h i l d r e n  - 4 ,5 ,  and 6 y e a r  o l d s  a r e  b e g i n n i n g  to

t h e s e  d a n g e ro u s ,  a d d i c t i v e  s u b s t a n c e s .

6 ) The use o f  chew ing  t o b a c c o  o f t e n  l e a d s  t o  c i g a r e t t e  smok ing  
because  o f  t h e  n i c o t i n e  a d d i c t i o n  a s s o c i a t e d  w i t h  each .

7) C u r r e n t l y ,  n e i t h e r  chew ing  t o b a c c o  n o r  s n u f f  a r e  t a x e d  a t  t h e



f e d e r a l ,  l o c a l ,  o r  s t a t e  l e v e l s  i n  A l a s k a .  T h i s  s im p l y  does n o t  
make s o c i a l  e conom ic  sense .

a ) a t a x w i l l g e n e r a t e
p a r t i c u l a r l y  t h o s e
a d d i c t i o n ( o u r  b e s t
r a i s e be tween  $ 1 / 2

b ) a t a x w i l l g i v e  us
t h e se p r o d u c t s .

c ) a t a x w i l l s e r v e  as

8 ) The b e n e f i t s  o f  t a x i n g  c hew ing  t o b a c c o  and s n u f f  a re  t h r e e  
f o l d :

im a te  i s  t h a t  a 16 c e n t  t a x  wou ld  
1 m i l l i o n  a n n u a l l y ) .

a  d i s i n c e n t i v e  t o  t h e  u s e  o f  t h e s e  

d a n g e r o u s  p r o d u c t s ,  p a r t i c u l a r l y  t o  y o u t h  w h o  a r e  m o s t  c o s t  

s e n s i t i v e .  T h i s  w i l l  u l t i m a t e l y  s a v e  t h e  s t a t e  d i r e c t  a n d  

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

9) Some o f  the .  mon ies  g e n e r a t e d  f rom a c h ew in g  t o b a c c o  t a x  
t o g e t h e r  w i t h  some o f  t h e  mon ies g e n e r a t e d  f r om  t h e  r e c e n t  
c i g a r e t t e  t a x  i n c r e a s e  can b e s t  be s p e n t  on t o b a c c o  a d d i c t i o n  
p r e v e n t i o n  s t u d i e s  and p ro g ram s .  At l e a s t  $250,000 s h o u ld  be 
i n c l u d e d  i n  t h e  b u d g e t  f o r  t h e s e  p u r p o s e s .  A g a in ,  t h i s  i s  sound 
p r e v e n t a t i v e  h e a l t h ,  w h i c h  t r a n s l a t e s  i n t o  sound  econom ic s .

10) The t im e  t o  a c t  i s  now: t h e  s t a t e  needs t h e  re ve n u e ;  t h e  s t a t e  
needs t o  know more a b o u t  t h e  d i s t r i b u t i o n  and s a l e  o f  chew ing  
t o b a c c o  and s n u f f ;  and t h e  s t a t e  needs t o  l o w e r  t h e  r a t e s  o f  
t o b a c c o  a d d i c t i o n ,  p a r t i c u l a r l y  among o u r  y o u t h  who a re  t h e  f u t u r e  
o f  t h i s  s t a t e .

P le a s e  c o n t a c t  me o r  Nancy Babb i f  you have any q u e s t i o n s .  We a re  
a n x i o u s  t o  p r o v i d e  w h a t e v e r  a d d i t i o n a l  a s s i s t a n c e  we can t o  ge t  
t h i s  measu re t h r o u g h  t h e  l e g i s l a t u r e .

S i n c e r e l y ,

1 / 0 * J L L 4 £ m v \ 3 _

Debo rah W i l l i a m s  
E x e c u t i v e  D i r e c t o r

DW/ls
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SMOKELESS TOBACCO USE IN RURAL ALASKA

The use o f  sm oke le ss  tobacco  p roduc ts  i s  in c r e a s in g .  S a le s  o f  sm oke less  

tobacco p rodu c ts  have in c re a sed  abou t 11 p e rc e n t  each y e a r  s in c e  1974 w ith  

an e s t im a ted  12  m i l l i o n  u s e rs  i n  th e  U n ited  S t a t e s  i n  1985 .

A re c e n t  n a t i o n a l  su rvey  in d ic a te d  tn a t  16  p e rc en t  o f  m a les between 12 and 

25 y e a r s  o f  age nad used some fo rm  o f  sm oke le ss  tobacco w i th in  the  p a s t  

y e a r .  S e v e r a l  s tu d ie s  nave r e p o r t e d  25 t o  35 p e rc en t  o f  a d o le s c e n t  males 

c u r r e n t l y  use th e se  p ro d u c ts .

The p r im a ry  pu rpose  o f  t h i s  su rv ey  was t o  de te rm ine  t h a t  use o f  smoke less 
tobacco i n  the  you th  o f  r u r a l  A la s k a  both N a t iv e  and n o n -N a t iv e .  Amount 

used , number o f  y e a r s  used and awareness o f  h e a l t h  p rob lems a s s o c ia te d  
w ith  the use o f  th e se  p roduc ts  was a l s o  a s se s sed .

Data f rom  ou r  In d ia n  H ea l th  Su rvey  th a t  was conducted i n  1986 in  r u r a l  

A la s k a  r e p o r t e d  th a t  a lm os t  a s  many A la skan  s c h o o l- a g e  fem a le s  a re  u s ing  

smoke less tobacco p rodu c ts  a s  s c h o o l- a g e  m a le s .  Da ta  was c o l l e c t e d  in  

S p r in g ,  1986 f rom  4 , 9 6 5  v o lu n t a r y  re sponden ts  (conven ience  s am p le ; ,  both 

A laskan  N a t iv e  and n o n -n a t iv e ,  in  e ig h t  r u r a l  r e g io n s  o f  A la sk a  i n  92 

v i l l a g e s .  The n in e -q u e s t io n  su rvey  was d i s t r i b u t e d  by IriS D e n ta l  Program 

s t a f f .  Tne su rv e y s  were s e l f - a d m in i s t e r e d  by s tu d en ts  i n  g rade s  K - 1 2 .  

Tne t o t a l  number o f  fem a le  and male re sponden ts  was 2 , 4 5 4  and 2 , 5 1 1  

r e s p e c t i v e l y .  I t  was e s t im a ted  t h a t  2 7 . 5  p e rc en t  o f  fem a le s  and 3 3 . 7



pe rc en t  o f  ma les ages 5 - 1 8  y e a r s  use smoke less tobacco p rodu c ts .  A u se r  

was d e f in e d  as anyone who responded p o s i t i v e l y  t o  the  q u e s t io n ,  "Do you 

use smoke less tobacco  p ro d u c ts ? "  F o r  5 y e a r - o ld s ,  1 6 .9  p e rcen t o f  fem a le s  

and 9 . 8  p e rc en t  o f  m a les  r e p o r t e d  u s in g  smoke less tobacco p roduc ts  and had 
been do ing  so  f o r  1 . 3  t o  1 . 5  y e a r s .

Responses f o r  th e  nunber o f  y e a rs  u s ing  sm oke le ss  tobacco p roduc ts  ranged 
from  1 .3  y e a r s  f o r  5 y e a r - o ld  fem a le s  t o  7 . 9  y e a r s  f o r  18 y e a r - o ld  

fem a le s .  Use by m a les  ranged f rom  1 . 0  y e a r s  f o r  5 y e a r - o ld s  t o  6 . 5  y e a r s  
f o r  18  y e a r - o l d s .  The ave rage  18  y e a r - o ld  s tu d en t  had been us ing  

smoke less tobacco  f o r  about 7 . 5  y e a r s .  I t  i s  e s t im a ted  th a t  a 5 y e a r - o ld  
u se r  o f  today  i n  A la sk a  may use smoke less tobacco  p roduc ts  f o r  up t o  13 to  

14 y e a r s  by the  t ime he /sne  reaches 18  y e a r s  o f  age . Ih e  re c e n t  In s p e c t o r  

G e n e ra l ' s  N a t i o n a l  su rvey  r e p o r t e d  t h a t  the  mean number o f  y e a rs  f o r  u s ing  
smoke less tobacco by 1 1 -1 9  y e a r - o l d  u s e r s  was 3 . 6  y e a r s  which i s  

c o n s id e r a b ly  low e r than t h a t  r e p o r t e d  he re  i n  A la s k a .

On the  ave rag e , fem a le s  used 1<1 cans o f  s n u f f  p e r  week and males used 1 . 4  

can s . I t  was r e p o r t e d  in  the  In s p e c to r  G e n e ra l ' s  Su rvey th a t  smoke less 

tobacco  u s e r s  used an ave rage  o f  2 . 9  cans p e r  week. One can o f  s n u f f  p e r 
week was r e p o r t e d  most o f t e n .

A ls o  r e p o r t e d  was 43  p e rc en t  o f  fem a le s  and 45 p e rc en t  o f  males in d ic a te d  

hav ing  t r i e d  sm oke le ss  tobacco . S i x t y  p e rc en t  o f  re sponden ts  in d ic a te d  

th a t  they  were aware o f  h e a l t h  r i s k s  a s s o c ia te d  w ith  smoke less tooacco  use 

and 93 p e rc en t  o f  those  l i s t e d  cancer a s  a p o s s i b le  h e a l th  prob lem .



These d a ta  in d ic a t e  th a t  smoke less tobacco use  in  t h i s  p o p u la t io n  i s

s u b s t a n t i a l l y  h ig h e r  than the  g e n e r a l  U .S . p o p u la t io n  o f  the same age . In
«l

a d d i t i o n ,  use by fem a le s  i s  s im i l a r  t o  use by m a les  i n  A la sk a . O the r IHS 

su rv ey s  r e p o r t  h igh smoke less tobacco usage r a t e s  among American 
In d ia n /A la s k a  N a t iv e s .

C on s id e r in g  t h i s  d a ta  r e p o r t i n g  h igh usage r a t e s  f o r  m a les as  w e l l  a s  

fem a le s  i n  A la s k a ,  and an e a r l y  age o f  i n i t i a t i o n  f o r  use o f  sm oke less  

tobacco , i t  i s  im po rtan t  t h a t  we deve lop  and implement p r im ary  p re v e n t io n  
a s  w e l l  a s  c e s s a t i o n  prog rams. These programs need t o  be implemented as 

e a r l y  as p r e s c h o o l  and k in d e rg a r te n  i f  i n t e r v e n t i o n  f o r  smoke less tobacco 
use among c n i l d r e n  a r e  t o  be e f f e c t i v e .  Educa t ion  and in t e r v e n t i o n  need 

t o  be implemented to  c o o rd in a te  a l l  fo rm s o f  tobacco  use t o  p re v en t  k id s  

f rom  sw itch in g  back and f o r t h  between u s ing  smoke less tobacco p roduc ts  and 
c i g a r e t t e s .

I  wbuld u rg e  you t h a t  an e x c i s e  ta x  be implemented on a l l  sm oke le ss  
tobacco  p roduc ts  in c lu d in g  c ig a r s  and p ip e s  and th a t  th e  revenues 

gen e ra ted  be used in  h e a l t h  e c iu c a t io n /h ea lth  p rom o t ion  p r o j e c t s  as w i l l  be 

o u t l i n e d  by my o th e r  c o l l e a g e s  ne re  p r e s e n t .  One sucn p r o j e c t  sh ou ld  be 

h e a l t h  edu ca t io n  in  th e  s c h o o ls  on t h i s  t o p i c .  We have tne  a b i l i t y  t o  
p re v en t  a h e a l t h  p rob lem , l e t ' s  n o t  m iss  tne o p o r tu n i t y !

I  would r e q u e s t  t h a t  these  revenue -g ene ra ted  funds from  the  p roposed 

e x c i s e  tax  on  smoke less  tobacco p roduc ts  be accounted f o r  and d i r e c t e d  t o



th e  Department o f  H ea lth  and S o c i a l  S e r v i c e s ,  D i v i s i o n  o f  P u b l i c  H ea l th ,

G ran ts  A d m in is t r a t io n  S e c t i o n .  These funds would be sp en t on  a c t i v i t i e s

d i r e c t l y  .b e la ted  t o  h e a l t h  p rom o t io n /d is e a se  p re v e n t io n .
<
I .

Anothe r measure I  would a l s o  u rge  i s  a campaign t o  in fo rm  s t o r e  worKers o f  

th e  p e n a l t y  f o r  s e l l i n g  o r  g i v in g  these  p rodu c ts  t o  m in o rs .  Acco rd ing to  

A la s k a  S t a t e  l e g i s l a t i o n  t h i s  i s  a v i o l a t i o n  and a p e n a l t y  o f  $300  f o r  

anyone o v e r  the  age o f  19 y e a r s  caught s o  d o in g . What abou t tho se  s e l l e r s  

t h a t  a r e  17 and 18 y e a r s  o ld ?

As mandatory n a t i o n a l  l e g i s l a t i o n  has r e q u i r e d  warn ing l a b e l s  on th e se  

p roduces  and a l s o  has banned t e l e v i s i o n  and r a d i o  media a d v e r t i s i n g  o f  

th e se  p ro d u c ts ,  one o th e r  s t e p  we can  ta k e  i s  t o  oppose th e  f r e e  

g ive -aw ays  o f  sm oke less  tobacco p rodu c ts  i n  p r in t e d  media a d v e r t i s i n g .  

Making th e se  p ro d u c ts  l e s s  a c c e s s ib le  i s  one s te p  i n  p re v e n t io n .

Hased upon the  known h e a l t n  h a z a rd s ,  h igh usage r a t e s  i n  r u r a l  A la s k a ,  and 

t h e ' p o t e n t i a l  f o r  revenues  t o  in c re a s e  a c t i v i t i e s  f o r  h e a l t h  e du ca t io n  and 

h e a l t n  p rom o t ion , I  u rge  you r  sup po r t  f o r  t h i s  b i l l .  Thank you .

As r e p o r t e d  b e fo r e  the  House H ea l th ,  Educa t ion , and S o c i a l  S e r v ic e s  

Commitee o f  th e  A la s k a  S t a t e  L e g i s l a t u r e  on A p r i l  2 3 ,  19tt7 oy Candy 
S c h l i f e ,  D e n ta l  P re v e n t io n  S p e c i a l i s t ,  A la s k a  A rea N a t iv e  H ea lth  S e r v ic e .



H O U S E  H E A L T H ,  E D U C A T I O N  A N D  S O C I A L  S E R V I C E S  
S T A N D I N G  C O M M I T T E E  

A p r i l  23, 1987 
8:30 a.m.

M E M B E R S  P R E S E N T

Rep. N i i l o  Kop o n e n ,  C o - C h a i r
Rep. J o h n n y  Ellis, C o - C h a i r
Rep. D a v e  D o n l e y
Rep. M a x  G r u e n b e r g
Rep. A l y c e  H a n l e y
Rep. B i l l  H u d s o n
Rep. R a n d y  P h i l l i p s

C O M M I T T E E  C A L E N D A R

H B  248 —  " A n  A c t  r e l a t i n g  t o  a d u l t  b a s i c  e d u c a t i o n . "

H B  242 —  " A n  A c t  r e l a t i n g  t o  t h e  t r a i n i n g  o f  f o s t e r
p a r e n t s ."

H B  258 —  " A n  A c t  r e l a t i n g  t o  t h e  c i v i l  l i a b i l i t y  of, and 
l i a b i l i t y  i n s u r a n c e  for, f o s t e r  p a r e n t s . "

H B  241 —  " A n  A c t  p r o v i d i n g  f o r  i n d e p e n d e n t  i n v e s t i g a t i o n  
o f  c o m p l a i n t s  a g a i n s t  f o s t e r  p a r e n t s . "

H B  260 ~  " A n  A c t  e s t a b l i s h i n g  an e x c i s e  t a x  on  t h e  s a l e  o f
s m o k e l e s s  t o b a c c o ;  a n d  p r o v i d i n g  for a n
e f f e c t i v e  da t e . "

W I T N E S S  R E G I S T E R l

Mr. R o y c e  W e l l e r  
Dept, o f  R e v e n u e  
P.O. B o x  S 
J u n e a u ,  A K  9 9 8 1 1  
4 6 5 - 2 3 0 0
P o s i t i o n :  F a v o r e d  H B  260.

K a t h y  S p u r g e o n  
Rt. 2 B o x  102 
K e t c h i k a n ,  A K  9 9 9 0 1  
2 2 5 - 2 0 5 7
P o s i t i o n :  F a v o r e d  H B  258.
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D e b o r a h  W i l l i a m s
A m e r i c a n  L u n g  A s s o c i a t i o n  of A l a s k a  
P.O. B o x  1 0 3 0 5 6  
A n c h o r a g e ,  A K  9 9 5 1 0
2 7 6 - 5 8 6 4
P osit i o n :  F a v o r e d  H B  260.

M i r i a m  S u m n e r
A K  F o s t e r  P a r e n t s  A s s o c i a t i o n  
P.O. B o x  1 4 0 6 5 1  
A n c h o r a g e ,  A K  9 9508 
7 4 5 - 7 7 9 7
P o s i t i o n :  F a v o r e d  H B  258.

H a l  P o s t
A K  C o u n c i l  o n  S m o k i n g  o r  H e a l t h  
4 7 1 5  M e l v i n  
A n c h o r a g e ,  A K  
5 6 3 - 7 4 8 4
P o s i t i o n :  F a v o r e d  H B  260.

R o d m a n  W i l s o n  
M u n i c i p a l i t y  of A n c h o r a g e  
825 »L" S t r e e t  
A n c h o r a g e ,  A K  9 9 5 0 1  
3 4 3 - 6 7 2 4
P o s i t i o n :  F a v o r e d  H B  260.

G r e g  R a y
A m e r i c a n  L u n g  A s s o c i a t i o n  
406 W. F i r e w e e d  
A n c h o r a g e ,  A K  99503
2 7 7 - 8 6 9 6
P o s i t i o n :  F a v o r e d  H B  260.

A n n e  M o r r i s
A m e r i c a n  L u n g  A s s o c i a t i o n  
2 8 4 1  DeBarr, #23 
A n c h o r a g e ,  A K  
2 6 4 - 1 6 0 0
P o s i t i o n :  F a v o r e d  H B  260.

C a n d y  S c h l i f
A l a s k a  N a t i v e  H e a l t h  A s s o c i a t i o n  
B o x  7 - 7 4 1  
A n c h o r a g e ,  A K  
2 5 7 - 1 1 1 9
P o s i t i o n :  F a v o r e d  H B  260.
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D a v i d  J o n e s
A l a s k a  N a t i v e  H e a l t h  A s s o c i a t i o n  
B o x  7 - 7 4 1  
A n c h o r a g e ,  A K  
2 5 7 - 1 1 1 9
P o s i t i o n :  F a v o r e d  H B  260.

D e b o r a h  W i l l i a m s  
A m e r i c a n  L u n g  A s s o c i a t i o n  
605 Barrow, #2 
A n c h o r a g e ,  A K  9 9 5 0 1  
2 7 6 - 5 8 6 4
P o s i t i o n :  F a v o r e d  H B  260.

N e a l  C o o p e r  
20 0  W. 34th, #822 
A n c h o r a g e ,  A K  99503 
5 6 2 - 0 0 6 3
P o s i t i o n :  O p p o s e d  H B  260.

B o n n i e  R a p o p o r t  
10 2 0  B a r n e t t e  
F a i r b a n k s ,  A K  9 9 7 0 1  
4 5 6 - 4 0 0 3
P o s i t i o n :  F a v o r e d  H B  260.

J o l a n d a  C o o k  
1305 2 1 s t
F a i r b a n k s ,  A K  9 9 7 0 1  
4 5 2 - 1 5 7 5

M y r a  M u n s o n
Dept, o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  
P.O. B o x  H 0 1  
J u n eau, A K  9 9 8 1 1  
4 6 5 - 3 0 3 0
P o s i t i o n :  T e s t i f i e d  o n  H B  258.

L y d i a  J o n e s  
Rep. M a r t i n ' s  O f f i c e  
P.O. B o x  V  
Juneau, A K  9 9 8 1 1  
4 6 5 - 3 7 8 3
P o s i t i o n :  F a v o r e d  H B  258.

P R E V I O U S  A C T I O N

H B  248: D a t e P a g e
0 4 / 0 6 / 8 7  (H) 746 

0 4 / 0 6 / 8 7  (H) 746

A c t i o n  
R e a d  t h e  f i r s t  t i m e  w i t h  
r e f e r r a l ( s )
HESS, F i n a n c e
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H B 253: Da t e
0 4 / 0 8 / 8 7 (H)

P a g e
776

0 4 / 0 8 / 8 7 (H) 776

H B 241: Da t e
0 4 / 0 3 / 8 7 (H)

P a g e
727

0 4 / 0 3 / 8 7 (H) 727

H B 242: D a t e
0 4 / 0 3 / 8 7 (H)

P a g e
727

0 4 / 0 3 / 8 7 (H) 727

H B 260: Da t e
0 4 / 0 8 / 8 7 (H)

P a g e
777

0 4 / 0 8 / 8 7
0 4 / 1 5 / 8 7

(H)
(H)

777
868

A c t i o n  
R e a d  t h e  f i r s t  t i m e  w i t h  
r efer r a l ( s )
HESS, J u d i c i a r y

A c t i o n  
R e a d  t h e  f i r s t  t i m e  w i t h  
r e f e r r a l ( s )
HESS, F i n a n c e

A c t i o n  
R e a d  t h e  f i r s t  t i m e  w i t h  
r eferral(s)
HESS, F i n a n c e

A c t i o n  
R e a d  t h e  f i r s t  t i m e  w i t h  
referr a l ( s )
HESS, F i n a n c e  
C o s p o n s o r  added: N a v a r r e

A C T I O N  N A R R A T I V E  
T A P E  O N E  S I D E  O N E  
N U M B E R  000

T h e  m e e t i n g  of  t h e  H o u s e  H e a lth, E d u c a t i o n  a n d  S o c i a l  
S e r v i c e s  w a s  c a l l e d  t o  o r d e r  a t  8: 3 5  a.m. M e m b e r s  p r e s e n t  
w e r e  R e p r e s e n t a t i v e s  Ellis, H u d s o n ,  P h i l l i p s ,  H a n l e y ,  a n d  
Donley.

Rep. E l l i s  a n n o u n c e s  t h a t  t h e r e  is a m e m o  i n  f r o n t  o f  t h e  
m e m b e r s  t h a t  is f r o m  h i m s e l f  a n d  Rep. K o p o n e n  to  t h e  c h a i r  
o f  t h e  H o u s e  F i n a n c e  C o m m i t t e e  r e g a r d i n g  b i l l s  t h a t  w e r e  in 
t h e  H o u s e  H E S S  C o m m i t t e e  a n d  a r e  n o w  in Fin a n c e .  T h e  m e m o  
w i l l  b e  s e n t  t h i s  a f t ernoon.

Rep. E l l i s  a l s o  a n n o u n c e s  t h a t  t h e r e  is a p r o p o s e d  
c o m m i t t e e  b i l l  o n  t h e  s u b j e c t  of o p t o m e t r y .  U n l e s s  t h e r e  
a r e  o b j e c t i o n s ,  it  w i l l  b e  i n t r o d u c e d  t o m o r r o w  as a 
c o m m i t t e e  bill.

Rep. E l l i s  f u r t h e r  s t a t e s  t h e  r e s u m e s  o f  J a c k  C h e n o w i t h  a n d  
V i n c e  S p e r a n z a  a r e  b e f o r e  t h e  c o m m i t t e e  a n d  if t h e r e  are 
a n y  o b j e c t i o n s  p l e a s e  let s t a f f  k n o w  b y  A p r i l  30. Rep. 
P h i l l i p s  s t a t e s  t h a t  h e  w o u l d  l i k e  t o  h a v e  c o m m i t t e e  t i m e  
to r e v i e w  t h e  r e s u m e s  a n d  n o m i n a t i o n s .

Rep. E l l i s  n o t e s  t h a t  H B  204 w i l l  b e  b e f o r e  t h e  c o m m i t t e e  
t o m o r r o w .

Rep. E l l i s  b r i n g s  H B  260 b e f o r e  t h e  c o m m i t t e e .
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N u m b e r  059

Rep. E l l i s  c o m m e n t s  t h a t  h e  i n t r o d u c e d  H B  260 b e c a u s e  of 
t h e  s o c i a l  p r o b l e m  o f  c h i l d r e n  u s i n g  s m o k e l e s s  t o b a c c o  
t h r o u g h o u t  t h e  state. H e  w a s  a l s o  c o g n i z a n t  of t h e  fi s c a l  
p r o b l e m s  f a c i n g  t h e  s t a t e  a n d  H B  260 h a s  a p o s i t i v e  f i s c a l  
n o t e  o f  a p p r o x i m a t e l y  $500,000. T h e  i n t e n t  w o u l d  b e  to 
h a v e  t h e  m o n e y  g o  i n t o  h e a l t h  p r o m o t i o n  p r o g r a m s .

Rep. E l l i s  n o t e s  t h a t  t h e  c o m m i t t e e  s u b s t i t u t e  h a s  t w o  
c h a n g e s  f r o m  t h e  o r i g i n a l  bill. T h e  CS a d d s  p i p e  t o b a c c o  
a n d  c i g a r s  t o  b e  taxed, a n d  p r o h i b i t s  t h e  t a x  o n  m i l i t a r y  
b a s e s  w h i c h  c o m p l i e s  w i t h  e x i s t i n g  f e d e r a l  a n d  s t a t e  laws.

Rep. E l l i s  as k s  C a n d y  S c h l i f  t o  t e s t i f y  v i a  t e l e c o n f e r e n c e .

N u m b e r  108

Ms. S c h l i f  sa y s  t h a t  t h e  A l a s k a  N a t i v e  H e a l t h  S e r v i c e s  
f a v o r s  H B  260. S h e  s t a t e s  t h a t  t h e  u s e  of s m o k e l e s s  
t o b a c c o  is i n c r e a s i n g  a b o u t  11% e a c h  y e a r  s i n c e  1974. A 
n a t i o n a l  s u r v e y  s h o w e d  t h a t  16% o f  t h e  m a l e s  b e t w e e n  12 a n d  
25 y e a r s  o f  age h a v e  u s e d  s o m e  f o r m  of s m o k e l e s s  t obacco.
A  s u r v e y  t h a t  w a s  d o n e  in A l a s k a  in  1986 s h o w s  t h a t  as 
n e a r l y  a s  m a n y  h i g h  s c h o o l  f e m a l e s  are u s i n g  s m o k e l e s s  
t o b a c c o  p r o d u c t s  as s c h o o l  a g e  males. B e t w e e n  2 5 % - 3 3 %  of 
h i g h  s c h o o l  s t u d e n t s  are u s i n g  s m o k e l e s s  tobacco. U s i n g  
s m o k e l e s s  t o b a c c o  is a l s o  c o m m o n  w i t h  v e r y  y o u n g  children. 
T h e  l e n g t h  of  p e r i o d  t h a t  t h e  c h i l d r e n  w e r e  u s i n g  s m o k e l e s s  
t o b a c c o  r a n g e d  f r o m  1.3 y e a r s  for 3 y e a r  ol d s  t o  7.9 y e a r s  
f o r  18 y e a r  o l d  females. T h e  u s e  o f  s m o k e l e s s  t o b a c c o  in 
A l a s k a  is h i g h e r  t h a n  in o t h e r  states.

Ms. S c h l i f  a l s o  r e p o r t s  t h a t  43% o f  t h e  f e m a l e s  a n d  45% of 
t h e  m a l e s  h a d  t r i e d  s m o k e l e s s  t o b a c c o  p r o d u c t s ,  a n d  m a n y  
k n e w  t h e  h e a l t h  r i s k s  involved. S h e  s u p p o r t s  t h e  p r o v i s i o n  
in H B  2 6 0  t h a t  h a s  t h e  m o n e y  i n t e n d e d  f o r  h e a l t h  p r o m o t i o n .

Ms. S c h l i f  s u g g e s t s  t h a t  t h e r e  b e  a c a m p a i g n  to i n f o r m  
s t o r e  w o r k e r s  o f  t h e  p e n a l t y  of  s e l l i n g  t o b a c c o  t o  minors.

N u m b e r  189

Rep. P h i l l i p s  a s k s  if t h e r e  is a n  a g e  l i m i t  t o  w h i c h  
s m o k e l e s s  t o b a c c o  p r o d u c t s  c a n  b e  s o l d  o v e r  t h e  co u n t e r .

Ms. S c h l i f  r e s p o n d s  t h a t  a p e r s o n  m u s t  b e  16 y e a r s  of age. 
Rep. P h i l l i p s  c o m m e n t s  t h a t  h e  d o e s  n o t  s e e  h o w  H B  260 wi l l  
h e l p  d e t e r  p e o p l e  f r o m  b u y i n g  s m o k e l e s s  to b a c c o .  Ms.
S c h l i f  a n s w e r s  t h a t  b y  i n c r e a s i n g  t h e  c o s t  w i t h  t h e  e x c i s e  
tax, it w o u l d  d e t e r  c h i l dren. A l s o  t h e  f u n d s  f r o m  t h e  t a x  
c o u l d  b e  u s e d  to h e l p  e d u c a t e  t h e  c h i l dren. Rep. P h i l l i p s  
s t a t e s  t h a t  h e  t h i n k s  it is an e n f o r c e m e n t  p r o b l e m  r a t h e r  
t h a n  a t a x  c o l l e c t i o n  p r oblem. Rep. E l l i s  r e i t e r a t e s  t h a t
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p e o p l e  u n d e r  16 y e a r s  o l d  are m o s t  s e n s i t i v e  to  p r i c e  
c h a n g e s  a n d  c a n  b e  d e t e r r e d .

N u m b e r  221

Rep. H u d s o n  a s k s  if s m o k e l e s s  t o b a c c o  is h a b i t  f o r m i n g  l i k e  
c i g a r e t t e s .  Ms. S c h l i f  responds, "Yes."

Rep. E l l i s  a s k s  Mr. D a v i d  J o n e s  to  t e s t i f y  v i a  
t e l e c o n f e r e n c e .

N u m b e r  227

Mr. J o n e s  f a v o r s  H B  260 b e c a u s e  t h e  u s e  o f  s m o k e l e s s  
t o b a c c o  is a l a r m i n g l y  h i g h  in A l a s k a .  E v i d e n c e  s h o w s  t h a t  
s m o k e l e s s  t o b a c c o  c a n  c a u s e  c a n c e r  in h u m a n s  e s p e c i a l l y  in 
t h e  mouth. A l s o  u s e r s  of s m o k e l e s s  t o b a c c o  c a n  b e  m o r e  
s u s c e p t i b l e  t o  t u m o r s  in  t h e  u p p e r  d i g e s t i v e  track. T h e r e  
a re c a r c i n o g e n s  in  s m o k e l e s s  t o b a c c o .  S m o k e l e s s  t o b a c c o  
c a n  a l s o  c a u s e  o t h e r  m o u t h  d i s e ases, w h i c h  c a n  l e a d  to  
c a n c e r  l a t e r  on. A f f e c t  o n  t e e t h  b y  u s e  o f  s m o k e l e s s  
t o b a c c o  a r e  u n c o n f i r m e d .  Mr. J o n e s  u r g e s  t h a t  t h e  t a x  
m o n e y  b e  d i r e c t e d  t o  t h e  D e p a r t m e n t  of H e a l t h  a n d  S o c i a l  
Servi c e s .

Rep. E l l i s  a s k s  Dr. A n n e  M o r r i s  t o  t e s t i f y  v i a  
t e l e c o n f e r e n c e .

N u m b e r  304

Dr. M o r r i s  s u p p o r t s  t h e  p r o p o s e d  c h a n g e s  t o  H B  260 t h a t  
w o u l d  a d d  p i p e  t o b a c c o  a n d  c i g a r s  t o  t h e  bill. P i p e  a n d  
c i g a r  s m o k e r s  h a v e  h i g h e r  d e a t h  r a t e s  t h a n  nonuse,rs t h o u g h  
n o t  as h i g h  as  c i g a r e t t e  sm o k e r s .  P i p e  a n d  c i g a r  s m o k e  
h a v e  m a n y  of t h e  s a m e  h a r m f u l  c h e m i c a l s  as c i g a r e t t e  smoke, 
a n d  a r e  p o t e n t i a l l y  c a r c i n o g e n i c .  Dr. M o r r i s  c o m m e n t s  t h a t  
the p u b l i c  p e r c e p t i o n s  is t h a t  pipes, c i g a r s  a n d  s m o k e l e s s  
t o b a c c o  a r e  s a f e  s u b s t i t u t e s  t o  c i g a r e t t e s  a n d  s u g g e s t s  
t h a t  t h e i r  u s e  w i l l  i n c r e a s e  as t h e  b a n  o n  c i g a r e t t e s  
increases.

N u m b e r  358

Rep. E l l i s  n o t e s  f o r  t h e  r e c o r d  t h a t  Rep. K o p o n e n  h a s  
j o i n e d  t h e  com m i t t e e .

Rep. E l l i s  a s k s  Mr. H a l  P o s t  t o  t e s t i f y  v i a  t e l e c o n f e r e n c e .  

N u m b e r  364

Mr. P o s t  s u p p o r t s  H B  260 b e c a u s e  an  e x c i s e  t a x  w i l l  b e  a 
d e t e r r e n t .  H e  s u g g e s t s  t h a t  t h e  a m o u n t  o f  t h e  t a x  b e  
i n c r e a s e d  to $ 0 , 0 1 5  p e r  0.1 o u n c e  or  18 c e n t s  p e r  p a c k a g e  
so t h a t  t h e  s t a t e  t a x  p e r  p a c k a g e  w i l l  b e  h i g h e r  t h a n
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c i g a r e t t e s .  Mr. P o s t  n o t e s  t h a t  s i n c e  t h e r e  is n o  f e d e r a l  
t a x  o n  s m o k e l e s s  t o b a c c o  l i k e  t h e r e  is o n  c i g a r e t t e s ,  the 
s m o k e l e s s  t o b a c c o  t a x  n e e d s  to b e  h i g h e r  t o  a d e q u a t e l y  
d i s c o u r a g e  its use.

Mr. P o s t  s u p p o r t s  t h e  p r o p o s e d  c o m m i t t e e  s u b s t i t u t e  t h a t  
w o u l d  a d d  p i p e  t o b a c c o  a n d  c i g a r s  t o  be taxed. H e  a l s o  
s u p p o r t s  t h e  r e p o r t i n g  r e q u i r e m e n t ,  a n d  b e l i e v e s  t h a t  all 
A l a s k a n s  s h o u l d  k n o w  a b o u t  t h e  u s e  of t o b a c c o  in A l a s k a .

Mr. P o s t  s u g g e s t s  t h a t  all s e l l e r s  o f  t o b a c c o  b e  r e q u i r e d  
to  h a n g  s i g n s  t e l l i n g  o f  t h e  p r o h i b i t i o n  of s e l l i n g  t o b a c c o  
to m i n o r s .

N u m b e r  429

Rep. E l l i s  n o t e s  t h a t  Rep. G r u e n b e r g  h a s  j o i n e d  t h e  
c o m m i t t e e .

Rep. E l l i s  a s k s  Ms. B o n n i e  R a p o p o r t  t o  t e s t i f y  v i a .  
t e l e c o n f e r e n c e .

N u m b e r  434

Ms. R a p o p o r t  r e p o r t s  t h a t  s h e  h a s  r e c e i v e d  a t w o  y e a r  
h e a l t h  e d u c a t i o n  g r a n t  for d e v e l o p m e n t  o f  p u b l i c  
i n f o r m a t i o n  a n d  m a t e r i a l s  o n  t h e  i s s u e  o f  s m o k e l e s s  
t o bacco. T h e  d e m a n d  f o r  t h e  m a t e r i a l s  h a s  b e e n  
o v e r w h e l m i n g .  Ms. R a p o p o r t  n o t e s  t h a t  m a n y  c h i l d r e n  g e t  
s m o k e l e s s  t o b a c c o  f r o m  o t h e r  p e o p l e  a n d  s u g g e s t s  t h a t  t h e  
m o n e y  f r o m  t h e  t a x  b e  m a n d a t e d  t o  b e  u s e d  s p e c i f i c a l l y  for 
p r e v e n t i o n  a n d  e d u c a t i o n  p u r p o s e s .  Ms. R a p o p o r t  s u p p o r t s  
H B  260. *•,

N u m b e r  571

Rep. E l l i s  e x p l a i n s  t h a t  it is u n c o n s t i t u t i o n a l  t o  d e d i c a t e  
f u n d s  f o r  a s p e c i f i c  p u r p o s e .  H e  a l s o  m e n t i o n s  t h a t  t h e  
o t h e r  i d e a s  t h a t  h a v e  b e e n  s u g g e s t e d  in t e s t i m o n y  w i l l  b e  
i n c o r p o r a t e d  in o t h e r  l e g i s l a t i o n .

N u m b e r  606

Rep. H u d s o n  a s k s  i f  p e o p l e  w h o  u s e  c h e w i n g  t o b a c c o  a l s o  u s e  
drugs. Ms. R a p o p o r t  r e p l i e s  t h a t  s h e  k n o w s  o f  no 
s t a t i s t i c s  t h a t  s h o w s  a n y  c o r r e l a t i o n  one w a y  o r  t h e  other. 
U s u a l l y  t h o u g h ,  t h e  u s e  of o n e  s u b s t a n c e  l e a d s  t o  u s e  o f  
o t h e r  s u b s t a n c e s .  Rep. H u d s o n  c o m m e n t s  t h a t  d e t e r r i n g  t h e  
u s e  o f  t o b a c c o  a l s o  n e e d s  t o  b e  t i e d  to  g o o d  n u t r i t i o n .

Rep. E l l i s  a s k s  Mr. R o d m a n  W i l s o n  to t e s t i f y  v i a  
t e l e c o n f e r e n c e .
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Number 649

Mr. W i l s o n  c o m m e n t s  t h a t  o n e  s t u d y  h a s  s h o w n  t h a t  
t w o - t h i r d s  o f  t h e  8 a n d  9 y e a r  ol d s  w h o  u s e  s m o k e l e s s  
t o b a c c o  g o  o n  t o  u s e  c i g a r e t t e s  later. Mr. W i l s o n  n o t e s  
t h a t  b l o o d  p r e s s u r e  is e l e v a t e d  in p e r s o n s  w h o  u s e  
s m o k e l e s s  t o b a c c o  a n d  it is a d d i c t i v e .

Mr. W i l s o n  s u g g e s t s  t h a t  t h e  i n t e n t  l a n g u a g e  in H B  260 be 
s t r o n g e r  b y  s a y i n g  t h a t  it is t h e  d e s i r e  of t h e  l e g i s l a t u r e  
to u s e  t h e  t a x  m o n e y  f o r  h e a l t h  p r o m o t i o n  a n d  e d u c a t i o n  
p u r p o s e s .  H e  a s k s  if t h e r e  is a n y  w a y  c o n s t i t u t i o n a l l y  t o  
f u n n e l  s o m e  o f  t h e  m o n e y  t o  c o m m u n i t i e s .

Mr. W i l s o n  s u m m a r i z e s  b y  s a y i n g  t h a t  h e  b e l i e v e s  t h a t  t h e  
u s e  of t o b a c c o  a n d  m a r i j u a n a  s h o u l d  b e  p r o h i b i t e d  b y  a n y o n e  
u n d e r  t h e  a g e  of  21, w h i c h  is t h e  l a w  f o r  al c o h o l .  H e  a l s o  
s u g g e s t s  t h a t  t h e  s e l l i n g  o f  t o b a c c o  s h o u l d  b e  l i m i t e d  to 
c e r t a i n  t y p e s  o f  s t o r e s  o r  p h a r m a c i e s .

•
Rep. E l l i s  a s k s  Mr. N e a l  C o o p e r  t o  t e s t i f y  v i a  
t e l e c o n f e r e n c e .

N u m b e r  740

Mr. N e a l  C o o p e r  is r e p r e s e n t i n g  t h e  t o b a c c o  m e r c h a n t s  in 
A n c h o r a g e .

T A P E  O N E  S I D E  T W O  
N U M B E R  000

Mr. C o o p e r  s t a t e s  t h a t  h i s  m e r c h a n t  o r g a n i z a t i o n  d e a l s  w i t h  
a l e g a l  s u b s t a n c e  a n d  d o  n o t  k n o w i n g l y  s e l l  t o  a n y  minor.
H e  n o t e s  t h a t  t a x a t i o n  is t o  r a i s e  r e v e n u e  n o t  to 
d i s c o u r a g e  u s e  of a l e g a l  sub s t a n c e .  If t h e  c o m m i t t e e  
w a n t s  to d i s c o u r a g e  t h e  u s e  of s m o k e l e s s  t o b a c c o ,  h e  
s u g g e s t  t h a t  H B  260 b e  d e s t r o y e d  a n d  a n o t h e r  b i l l  c r e a t e d  
t h a t  w o u l d  a b o l i s h  t h e  u s e  o f  s m o k e l e s s  t o b a c c o  in 
A n c h o r a g e .

Mr. C o o p e r  a g r e e s  t h a t  t h e  u s e  o f  s m o k e l e s s  t o b a c c o  is 
a b u s e d  b y  c h i l d r e n  a n d  w i l l  f i g h t  t o  n o t  s e l l  it t o  a n y  one 
u n d e r  a g e .

Mr. C o o p e r  s t a t e s  t h a t  t a x a t i o n  in t h i s  t i m e  o f  e c o n o m i c  
h a r d s h i p  w i l l  n o t  d o  b u s i n e s s  a n y  favors. A  l o t  o f  p e o p l e  
w i l l  p u r c h a s e  t h e  p r o d u c t ,  " O u t s i d e , "  w h i c h  w i l l  n o t  h e l p  
b u s i n e s s  a t  all.

Rep. E l l i s  a s k s  Mr. G r e g  R a y  to t e s t i f y  v i a  t e l e c o n f e r e n c e .
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Number 027

Mr. R a y  s u p p o r t s  H B  260. H e  a l s o  s u p p o r t s  a d d i n g  p i p e  
t o b a c c o  a n d  c i g a r s  t o  t h e  bill. Mr. R a y  w o u l d  l i k e  t h e  t a x  
to b e  o n e  a n d  a h a l f  c e n t s  for t h e  s m o k e l e s s  tob a c c o .  He 
u r g e s  t h a t  t h e  i n t e n t  l a n g u a g e  be  m a d e  s t r o n g e r ,  Mr. R a y
f e e l s  t h a t  t h e  e x e m p t  l a n g u a g e  is c o n f u s i n g  a n d  s h o u l d  be
t a k e n  out.

Rep. E l l i s  a s k s  Ms. D e b o r a h  W i l l i a m s  to t e s t i f y  v i a  
t e l e c o n f e r e n c e .

N u m b e r  057

Ms. W i l l i a m s  f a v o r s  H B  260 a n d  t h e  p r o p o s e d  c o m m i t t e e  
s u b s t i t u t e .  S h e  n o t e s  t h a t  e v e r y  w i t n e s s  t o d a y  t e s t i f i e d  
to t h e  h e a l t h  p r o b l e m  of  t o b a c c o  in A l a s k a .  Ms. W i l l i a m s  
s t a t e s  t h a t  A l a s k a  c a n n o t  a f f o r d  t h e  h e a l t h  c o s t s  
a s s o c i a t e d  w i t h  t o b a c c o  a n d  t h e  c o s t  is a s o c i a l  cost.
H o u s e  B i l l  260 is n o t  t h e  t o t a l  answer, L ^ c  i t  is an
i m p o r t a n t  f i r s t  step.

Ms. W i l l i a m s  r e i t e r a t e s  t h a t  i n c r e a s i n g  t h e  p r i c e  of 
t o b a c c o  d o e s  d e t e r  use. W i t h  c i g a r e t t e  taxes, a 10% 
i n c r e a s e  in c o s t  a 4% o v e r a l l  d r o p  i n  c o n s u m p t i o n ,  a n d  a 
14% d r o p  in c o n s u m p t i o n  b y  t e e n a g e r s .  Ms. T'illiams p o i n t s  
o ut t h a t  28 s t a t e s  t a x  o n e  o r  m o r e  o f  t h e  a x t e r n a t i v e  f o rms 
of t o b a c c o .  T h e  b i l l  w i l l  a l s o  i n d i c a t e  h o w  m u c h  t o b a c c o  
is s o l d  i n  A l a s k a .

Ms. W i l l i a m s  r e p o r t s  t h a t  l a s t  n i g h t  t h e  H e a l t h  a n d  H u m a n  
S e r v i c e s  C o a l i t i o n  p a s s e d  a r e s o l u t i o n  t h a t  e n d o r s e d  t a x i n g  
t h e  a l t e r n a t i v e  f o r m s  o f  t o b a c c o .  T h e  r e s o l u t i o n  w i l l  b e  
s e n t  to t h e  c o m m i t t e e .

Rep. E l l i s  a s k s  Mr. R o y c e  W e l l e r  f r o m  t h e  D e p a r t m e n t  o f  
R e v e n u e  t o  t e s t i f y .

N u m b e r  124

Mr. W e l l e r  s t a t e s  t h a t  t h e  Dept, of R e v e n u e  s u p p o r t s  H B  
260. Mr. W e l l e r  s u g g e s t s  t h r e e  c h a n g e s  t o  H B  260. T h e  
f i r s t  is t o  a d d  l a n g u a g e  t h a t  w i l l  h a v e  t h e  n e w  t a x  l e v i e d  
i n  t h e  s a m e  m a n n e r  as t h e  c i g a r e t t e  tax, A S  4 3 . 5 0 . 0 1 0  - 
4 3 . 5 0 . 1 8 0 .  T h i s  w o u l d  m a k e  it u n i f o r m .  T h e  s e c o n d  c h a n g e  
is t o  a d d  l a n g u a g e  t h a t  w o u l d  p r o h i b i t  t h e  t a x  o f  p r o d u c t s  
o n  m i l i t a r y  bases, w h i c h  is i d e n t i c a l  t o  A S  4 3 . 4 0 . 0 9 0 ( c ) .  
T h e  t h i r d  c h a n g e  w o u l d  b e  t o  r e q u i r e  l i c e n s i n g  of s e l l e r s  
o f  n o n - c i g a r e t t e  t y p e  p r o d u c t s .  T h e  s e l l e r  of c i g a r e t t e s  
a r e  a l r e a d y  r e q u i r e d  to b e  licensed.
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N u m b e r  151

Rep. G r u e n b e r g  s t a t e s  t h a t  t h o s e  a r e  e x c e l l e n t  s u g g e s t i o n s  
a n d  v o l u n t e e r s  t o  w o r k  o n  m a k i n g  t h e  c h a n g e s  t o  H B  260. He 
s u g g e s t s  a l s o  t h a t  p e r h a p s  t h e  l i c e n s e  fe e s  c o u l d  b e  
raised.

N u m b e r  174

Rep. G r u e n b e r g  s t a t e s  t h a t  t h e r e  is a n  e m e r g e n c y  r e g a r d i n g  
a b i l l  b y  t h e  a d m i n i s t r a t i o n  t h a t  w i l l  b e  r e a d  a c r o s s  
today. U s u a l l y  t h e  b i l l  w o u l d  g o  f i r s t  t o  t h e  H E S S  
C o m m i t t e e .  T h e  b i l l  s a y s  t h a t  a b o r o u g h  m a y  c o l l e c t  t a x  on 
f o o d  s t a m p s  a n d  v o u c h e r s  u n d e r  t h e  W I C  p r o g r a m .  Rep. 
G r u e n b e r g  a s k s  if it is o k a y  to w a i v e  t h e  H E S S  c o m m i t t e e  
r e f e r r a l  o n  t h i s  bill, a n d  h a v e  it g o  d i r e c t l y  t o  Fi n a n c e .  
Rep. P h i l l i p s  objects.

N u m b e r  198

Rep. G r u e n b e r g  r e p o r t s  t h a t  H B  248, t h e  a d u l t  b a s i c  
e d u c a t i o n  b i l l  is n o t  n e c e s s a r y  s i n c e  t h e  p r o v i s i o n s  in t h e  
b i l l  a r e  a l r e a d y  in statute. T h e r e  is a m e m o  f r o m  t h e  
c o m m i t t e e  t o  t h e  S p e a k e r  e x p l a i n i n g  w h y  t h e  c o m m i t t e e  w i l l  
n o t  b e  p a s s i n g  o u t  H B  248. Rep. G r u e n b e r g  m o v e s  t h a t  t h e  
c o m m i t t e e  a c c e p t  t h e  m e m o  a n d  t h e  a t t a c h e d  l e t t e r  f r o m  
S t e v e  H o l e  f r o m  t h e  Dept, o f  E d u c a t i o n  a n d  s e n d  t h e m  b o t h  
t o  t h e  S p e a k e r .  S e e i n g  n o  o b j e c t i o n s ,  Rep. E l l i s  so 
o r d e r s .

Rep. E l l i s  b r i n g s  H B  258 b e f o r e  t h e  c o m m i t t e e  a n d  a s k s  Ms. 
L y d i a  J o n e s  t o  t e s t i f y  o n  b e h a l f  o f  Rep. M a r t i n .

N u m b e r  227 . '

Ms. J o n e s  s t a t e s  t h a t  f o s t e r  p a r e n t s  a r e  c o n c e r n e d  t h a t  
w h e n  a f o s t e r  c h i l d  c a u s e s  d a m a g e  t o  t h e i r  o r  a n e i g h b o r ' s  
p r o p e r t y ,  t h a t  t h e  f o s t e r  p a r e n t s  are r e s p o n s i b l e .  T h e  
f o s t e r  p a r e n t s  h a n d b o o k  s t a t e s  t h a t  l i a b i l i t y  i n s u r a n c e  is 
p r o v i d e d  t o  all f o s t e r  f a m i l i e s  t h r o u g h  t h e  D i v i s i o n  of 
R i s k  M a n a g e m e n t .  T h e  i n s u r a n c e  is t o  p r o t e c t  t h e  p a r e n t s  
f r o m  a n y  l e g a l  a c t ion. H o w e v e r  i n  a 1986 a u d i t  of DFYS, a 
g r a y  a r e a  w a s  d i s c o v e r e d  in t h a t  f o s t e r  p a r e n t s  m a y  n o t  
a l w a y s  be  s h i e l d e d  f r o m  l i a b i l i t y  in t h i r d  p a r t y  claims.
Rep. M a r t i n  f e l t  it w a s  t i m e  t h a t  t h e  f o s t e r  p a r e n t s  are 
p r o t e c t e d ,  «ind t h e  s t a t e  s h o u l d  s h a r e  in t h e  r e s p o n s i b i l i t y  
f o r  t h e  c h i l d r e n .  H o u s e  B i l l  258 w o u l d  r e q u i r e  t h e  s t a t e  
t o  p r o v i d e  l i a b i l i t y  i n s u r a n c e  a g a i n s t  l e g a l  action.

Rep. E l l i s  a s k s  C o m m i s s i o n e r  M u n s o n  t o  testify.
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N u m b e r  279

M s. M un son  e x p l a i n s  t h a t  HB 2 5 8  p r o v i d e s  t h r e e  t h i n g s .
F i r s t  i t  p r o v i d e s  p r o t e c t i o n  t o  t h e  f o s t e r  p a r e n t s  f r o m  
a c t i o n  a g a i n s t  t h e  f o s t e r  p a r e n t s  f o r  a c t s  o f  t h e  c h i l d .  
S e c o n d l y ,  i t  a l s o  p r o v i d e s  p r o t e c t i o n  f o r  f o s t e r  p a r e n t s  
f r o m  h a rm  t h a t  may com e t o  t h e  c h i l d  a s  a  r e s u l t  o f  
n e g l i g e n c e  o f  t h e  f o s t e r  p a r e n t s .  T h i r d l y ,  i t  p r o v i d e s  
c o m p e n s a t i o n  f o r  t h e  f o s t e r  p a r e n t  f o r  d am ag e  t o  t h e i r  home 
o r  p o s s e s s i o n s  t h a t  m ay r e s u l t  f r o m  t h e  m i s c o n d u c t  o f  t h e  
f o s t e r  c h i l d .

M s . M un son  n o t e s  t h a t  t h e  f e a r  t h a t  a  f o s t e r  p a r e n t  may b e  
a t  r i s k  i s  v e r y  w id e  s p r e a d .  H o w e v e r ,  t h e  D e p a r tm e n t  i s  
n o t  a w a r e  o f  a n y  i n s t a n c e  o f  a n  a c t i o n  t a k e n  a g a i n s t  t h e  
f o s t e r  p a r e n t  w h e r e  t h e  s t a t e  h a s  n o t  d e f e n d e d  t h e  f o s t e r  
p a r e n t  o r  p r o v i d e d  t h e  c o m p e n s a t i o n .

M s .  M un son  s t a t e s  t h a t  i n  r e g a r d s  t o  t h e  p r o t e c t i o n  f r o m  
n e g l i g e n c e ,  t h e  D e p a r tm e n t  w o u ld  s u p p o r t  a d d i n g  s t a t e  
e m p l o y e e s  t o  t h a t  p r o v i s i o n .  T h i s  w o u ld  s h i f t  t h e  b u r d e n  
f r o m  t h e  f o s t e r  p a r e n t  a n d  f r o m  t h e  i n d i v i d u a l  who p l a c e d  
t h e  c h i l d  i n  t h e  home t o  t h e  s t a t e .  H o w e v e r ,  t h i s  w o u ld  
n o t  p r o t e c t  t h e  p e r s o n  f r o m  g r o s s  n e g l i g e n c e .  C o s t s  a r e  
a t t a c h e d  t o  s h i f t i n g  t h e  b u r d e n  t o  t h e  s t a t e .

N um be r  3 3 2

T h e  D e p a r tm e n t  o p p o s e s  t h e  c o m p e n s a t i o n  t o  d am a g e s  t o  h o u s e  
o r  p o s s e s s i o n s .  T h e  s t a t e  c o u l d  p u r c h a s e  t h r o u g h  R i s k  
M an a g em en t  t h e  home o w n e r ' s  p o l i c y  f o r  e v e r y  f o s t e r  h om e .  
T h e r e  i s  a  q u e s t i o n  a s  t o  w h e t h e r  t h e  p o l i c y  w o u l d  c o v e r  
t h e  r i s k .  M s . M un son  a d m i t s  t h a t  f o s t e r  c h i l d r e n  d o  c a u s e  
m o r e  d am ag e  t h a n  r e g u l a r  c h i l d r e n .  T h e  D e p a r tm e n t '  i s  
c u r r e n t l y  t r y i n g  t o  c o m p e n s a t e  f o s t e r  p a r e n t s  f o r  t h i s  k i n d  
o f  d a m a g e ,  b u t  i t  i s ;= a  h a p h a z a r d  p r o c e s s  a n d  i s  
u n s a t i s f a c t o r y .  T h e  D i v i s i o n  o f  R i s k  M an a g em en t  c o u l d  a l s o  
a c t  a s  a n  i n s u r e r  r a t h e r  t h a n  b u y i n g  t h e  p o l i c i e s .
H o w e v e r ,  i t  i s  d i f f i c u l t  t o  k n ow  how  much t o  f u n d  t h i s  
s i n c e  i t  i s  h a r d  t o  k n ow  t h e  l e v e l  o f  c l a i m s .

N um be r  3 9 3

M s . M un son  a d m i t s  t h a t  t h e r e  a r e  p r o b l e m s  i n  e a c h  o f  t h e  
t h r e e  a r e a s ,  b u t  som e  o f  i t  i s  a  p e r c e p t i o n  p r o b l e m  i n  t h a t  
p e o p l e  f e e l  t h a t  t h e y  a r e  m o r e  a t  r i s k  t h a n  t h e y  a r e  
c o m f o r t a b l e  w i t h .  T h e y  w a n t  s t a t u t o r y  p r o t e c t i o n .

R e p .  E l l i s  a s k s  M i r i a m  S u m n e r  t o  t e s t i f y  v i a  
t e l e c o n f e r e n c e .
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N u m b e r  412

Ms. S u m n e r  s t a t e s  t h a t  f o s t e r  p a r e n t s  a r e  p a r t i a l l y  
r e i m b u r s e d  f o r  costs, b u t  t h o s e  c o s t s  d o  n o t  c o v e r  a n y  
p o s s i b l e  l e g a l  a c t i o n  t h a t  m i g h t  occur, o r  t o w a r d  damages. 
Ms. S u m n e r  c l a i m s  t h a t  l i a b i l i t y  i n s u r a n c e  f o r  f o s t e r  
p a r e n t s  is n o  l o n g e r  ava i l a b l e .  S h e  s a y s  t h a t  p u r c h a s i n g  
h o m e  o r  c a r  i n s u r a n c e  f o r  f o s t e r  p a r e n t s  is n o t  a v i a b l e  
a l t e r n a t i v e  b e c a u s e  t h e  f o s t e r  c h i l d  is n o t  v i e w e d  as p a r t  
of  t h e  f a m i l y  o r  as a  v i s i t o r ,  so t h e  c l a i m s  a r e  denied.
Ms. S u m n e r  r e c o m m e n d s  t h a t  t h e r e  b e  s t a t u t o r y  a u t h o r i t y  so 
t h a t  D F Y S  c a n  r e i m b u r s e  f o s t e r  p a r e n t s .  S e c o n d l y ,  s h e  
s u g g e s t s  t h a t  a l i n e  i t e m  in t h e  b u d g e t  b e  s e t  s p e c i f i c a l l y  
f o r  t h i s  p u r p o s e .

Rep. E l l i s  a s k s  J o l a n d a  C o o k  t o  t e s t i f y  v i a  t e l e c o n f e r e n c e .  

N u m b e r  522

Ms. C o o k  a s k s  if t h e  l i a b i l i t y  i n s u r a n c e  c o v e r a g e  e x t e n d s  
o n l y  t o w a r d  t h e  s t a t e  o r  t o  all f o s t e r  c h i l d r e n .

N u m b e r  550

Rep. H u d s o n  s t a t e s  t h a t  h e  b e l i e v e s  t h a t  H B  258 is g o i n g  in 
t h e  w r o n g  d i r e c t i o n  i n  t h a t  t h e  D i v i s i o n  o f  R i s k  M a n a g e m e n t  
c a n  t a k e  c a r e  o f  t h e  conce r n s .  Rep. K o p o n e n  s u g g e s t s  th a t  
a r e p r e s e n t a t i v e  f r o m  t h e  D i v i s i o n  o f  R i s k  M a n a g e m e n t  be 
p r e s e n t  a t  t h e  n e x t  h e a r i n g  o f  t h e  bill.

Rep. E l l i s  a s k s  K a t h y  S p u r g e o n  t o  t e s t i f y  v i a  
t e l e c o n f e r e n c e .

N u m b e r  574

Ms. S p u r g e o n  r e i t e r a t e s  Ms. S u m n e r ' s  t e s t i m o n y ,  a n d  s h e  is 
c o n c e r n e d  a b o u t  t h e  i a c k  o f  l i a b i l i t y  i n s u r a n c e .

N u m b e r  594

Rep. E l l i s  s t a t e s  t h a t  H B  241 a n d  H B  242 w i l l  b e  h e a r d  on 
Mo n day.

N u m b e r  611

Rep. E l l i s  a d j o u r n s  t h e  m e e t i n g  at  1 0 : 0 0  a.m.

HOUSE HESS - 1 2 04/23/87



O ffe re d :  4 / 3 0 /8 7
R e fe r re d :  Finance 5 -1008L

O r i g i n a l  sponsors: Ellis, G r u e n b e r g ,
P o u r c h o t ,  et al.

©

Q

B Y  T HE H E A L T H ,  E D U C A T I O N  A N D
1 IN TH E  H O U S E  S O C I A L  S E R V I C E S  C O M M I T T E E

2 CS F O R  H O U S E  B I L L  NO. 260 (HESS)

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 For an  A ct entitled: " An A c t  e s t a b l i s h i n g  a tax o n  c e r t a i n  t o b a c c o  prod-

7 ucts; a nd p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

8 BE IT E N A C T E D  B Y  T HE L E G I S L A T U R E  OF  T H E  S T A T E  O F  ALASKA:

9 * S e c t i o n  1. AS 43 is a m e n d e d  by a d d i n g  n a w  s e c t i o n s  to read:

10 A R T I C L E  3. E X C I S E  T A X  O N  C E R T A I N  T O B A C C O  PR O D U C T S .

11 Sec. 4 3 . 5 0.300. E X C I S E  T A X  L E V I E D .  A  tax of 25 p e r c e n t  of the

12 w h o l e s a l e  p r i c e  of  a t o b a c c o  p r o d u c t  is l e v i e d  on the f i rst s ale of

13 the t o b a c c o  p r o d u c t  in i n t r a s t a t e  c o m m e r c e  i n  the state.

14 Sec. 4 3 . 5 0.310. EX E M P T I O N .  A  s a l e  is e x e m p t  f r o m  the t a x  if the

15 sale is by a f a c i l i t y  o p e r a t e d  by  one of  the u n i f o r m e d  s e r v i c e s  of the

16 U n i t e d  States. I n  this section, " u n i f o r m e d  s e r v i c e s "  h a s  the m e a n i n g

17 g i v e n  in 5 U.S.C. 2101.

18 Sec. 43 . 5 0 . 3 2 0 .  L I C E N S I N G .  (a) E x c e p t  as p r o v i d e d  in (g) of

19 this s e c tion, a p e r s o n  m a y  n o t  s ell a t o b a c c o  p r o d u c t  i n  the s t a t e  if

20 the sale is s u b ject to the t a x  u n l e s s  t he p e r s o n  is l i c e n s e d  by  the

21 d e p a rtment.

22 (b) T h e  d e p a r t m e n t ,  u p o n  a p p l i c a t i o n  a n d  p a y m e n t  o f  a fee of

23 $50, shall issue a l i c e n s e  f o r  one y e a r  to a p e r s o n  w h o  a p p l i e s  for a

24 license u n d e r  (a) of this section.

25 (c) T h e  d e p a r t m e n t  m a y  r e f u s e  to i s s u e  a l i c e n s e  u n d e r  this

26 s e c t i o n  if there is r e a s o n a b l e  c a u s e  to b e l i e v e  the i n f o r m a t i o n  sub-

27 m i t t e d  in t he a p p l i c a t i o n  is f a l s e  or  m i s l e a d i n g  a n d  is n ot m a d e  in

28 g ood faith.

29 (d) A  l i c e n s e  i s s u e d  u n d e r  t his s e c t i o n  m u s t  i n c l u d e  t h e  n a m e
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1 an d  a d d r e s s  of t he licensee, the t y p e  of b u s i n e s s  to be conducted, a nd

2 the y e a r  f or w h i c h  the l i c e n s e  is issued.

3 (e) T h e  d e p a r t m e n t  m a y  r e n e w  a l i c e n s e  i s s u e d  u n d e r  this s e c t i o n

4 f o r  a fee of $50.

5 (f) T h e  d e p a r t m e n t  m ay s u s p e n d  or  r e v o k e  a l i c ense i s s u e d  u n d e r

6 this s e c t i o n  if the p e r s o n  v i o l a t e s  a p r o v i s i o n  of A S  4 3 . 5 0 . 3 0 0  -

7 4 3 . 5 0 . 3 9 0  or a r e g u l a t i o n  a d o p t e d  u n d e r  A S  4 3 . 5 0.370.

8 (g) A  l i c e n s e  r e q u i r e d  by  this s e c t i o n  is in a d d i t i o n  to a ny

9 o t h e r  l i c e n s e  r e q u i r e d  b y  law, e x cept tha t  a p e r s o n  w ho is l i c e n s e d

10 u n d e r  A S  4 3 . 5 0 . 0 1 0  - 4 3 . 5 0 . 1 8 0  is e x e m p t  f rom the l i c e n s i n g  require-

11 m e n t s  of  this section.

12 (h) A  l i c e n s e  i s s u e d  u n d e r  this s e c t i o n  is n ot a s s i g n a b l e  o r

13 t r a n s f e r a b l e ,  e x c e p t  that in  the c ase of death, b a n k r u p t c y ,  r e c e i v e r -

14 ship, o r  i n c o m p e t e n c y  of  the licensee, o r  if the b u s i n e s s  of the

15 l i c e n s e e  is t r a n s f e r r e d  to a n o t h e r  by  o p e r a t i o n  of law, the d e p a r t m e n t

16 m a y  e x t e n d  t he l i c ense f or a l i m i t e d  time to the executor, adm i n i s t r a -

17 tor, t r u s t e e ,  receiver, or the t r a n s feree.

18 Sec. 4 3 . 5 0 . 3 3 0 .  R E T URNS. (a) On  o r  b e f o r e  the last day of e ach

19 c a l e n d a r  month, a l i c e n s e e  s h a l l  f i l e  a r e t u r n  w i t h  the d e p a rtment.

20 T h e  r e t u r n  mus t  s t ate the n u m b e r  o r  a m ount of t o b a c c o  p r o d u c t s  sold by

21 t he l i c e n s e e  d u r i n g  the p r e c e d i n g  c a l e n d a r  month, the s e l l i n g  p r i c e  of

22 t he t o b a c c o  p r o d u c t s ,  a nd the a m o u n t  of t ax i m p o s e d  o n  the sale of the

23 t o b a c c o  products.

24 (b) T h e  l i c ensee s h all remit w i t h  the r e t u r n  the tax due u n d e r

25 A S  4 3 . 5 0 . 3 0 0  for the m o n t h  c o v e r e d  by the return, a f t e r  d e d u c t i n g  one

26 p e r c e n t  of the t ax due, w h i c h  the l i c e n s e e  s h all r e t a i n  to c o v e r  the

27 e x p e n s e  of a c c o u n t i n g  a n d  f i l i n g  t he return.

28 Sec. 4 3 . 5 0 . 3 4 0 .  R E C O R D S .  A  l i c e n s e e  s h all k e e p  a c o m p l e t e  and

29 a c c u r a t e  r e c o r d  of all t o b a c c o  p r o d u c t s  s u b ject to t he ta x  a nd sol d  by

CSHB 260(HESS) - 2 -  HB0260B



1 the licensee, i n c l u d i n g  p u r c h a s e  p r i c e s ,  s a l e s  p r i c e s ,  t h e  n a m e s  a nd

2 a d d r e s s e s  of the s e l l e r s  a n d  the p u r c h a s e r s ,  the d a t e s  of d e l i v e r y ,

3 the q u a n t i t i e s  of  t o b a c c o  p r o d u c t s ,  and the t r a d e  n a m e s  and brands.

4 S t a t e m e n t s  and r e c o r d s  r e q u i r e d  b y  this s e c t i o n  m u s t  be in the f o r m

5 p r e s c r i b e d  by  the d e p a r t m e n t ,  p r e s e r v e d  for t h r e e  y e a r s ,  and a v a i l a b l e

6 for i n s p e c t i o n  u p o n  d e m a n d  b y  the d e p a r t m e n t .

7 Sec. 43 . 5 0 . 3 5 0 .  D I S P O S I T I O N  O F  P R O C E E D S .  T h e  ta x  c o l l e c t e d  by

8 she d e p a r t m e n t  s h all be  d e p o s i t e d  in  t he g e n e r a l  fund. The commis-

9 s i o n e r  of a d m i n i s t r a t i o n  s h a l l  s e p a r a t e l y  a c c o u n t  f o r  t he t a xes that

10 are d e p o s i t e d  in the g e n e r a l  fund u n d e r  this section. T he a n nual

11 e s t i m a t e d  b a l a n c e  in the a c c o u n t  m a y  be u s e d  by th e  l e g i s l a t u r e  to

12 m a k e  a p p r o p r i a t i o n s  f or h e a l t h  care, h e a l t h  r e s earch, h e a l t h  pro-

13 m o t i o n ,  an d  h e a l t h  e d u c a t i o n  p r o g rams.

14 Sec. 4 3 . 5 0 . 3 6 0 .  A N N U A L  R E P O R T .  T h e  d e p a r t m e n t  s h a l l  s u bmit to

15 the l e g i s l a t u r e  b y  the first d ay o f  e a c h  r e g u l a r  l e g i s l a t i v e  s e s s i o n  a

16 r e p o r t  i n d i c a t i n g  the amou n t  of t h e  tax c o l l e c t e d  d u r i n g  the f i scal

17 y e a r  that ends o n  the J u n e  30 p r e c e d i n g  the session.

18 Sec. 43 . 5 0 . 3 7 0 .  R E G U L A T I O N S .  Th e  d e p a r t m e n t  s h a l l  a d opt u n d e r

19 the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 4 4 . 6 2 )  r e a s o n a b l e  r e g u l a t i o n s

20 that it c o n s i d e r s  n e c e s s a r y  to c a r r y  out the p r o v i s i o n s  o f  AS  4 3 . 5 0 . -

21 300 - 43.50.390.

22 Sec. 43 . 5 0 . 3 9 0 .  D E F I N I T I O N S .  In A S  4 3 . 5 0 . 3 0 0  - 4 3 . 5 0 . 3 9 0

23 (1) " l i c e n s e e "  m e a n s  a p e r s o n

24 (A) l i c e n s e d  u n d e r  A S  4 3 . 5 0 . 3 2 0 ;  or

25 (B) w h o  m a k e s  a s a l e  s u b ject to the tax but w h o  is

26 e x e m p t e d  by AS  4 3 . 5 0 . 3 2 0 ( g )  f r o m  l i c e n s i n g  u n d e r  AS  43 . 5 0 . 3 2 0 ;

27 (2) "sal e "  i n c l u d e s  a sale, b a r t e r ,  e x c h a n g e ,  or  o t h e r

28 m a n n e r  of t r a n s f e r r i n g  the o w n e r s h i p  of p e r s o n a l  p r o p e r t y ;

29 (3) "th e  tax" m e a n s  the t ax l e v i e d  b y  A S  43. 5 0 . 3 0 0 ;
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(4) " t o b a c c o  p r o d u c t "  m e a n s

(A) a ciga-;

(B) a cheroot;

(C) a stogie;

(D) a p e r i q u e ;

(E) s n u f f  and snuff flour;

(F) s m o k i n g  tobacco, i n c l u d i n g  g r a n u l a t e d ,  plug-cut, 

c r i m p - c u t ,  r e a d y - r u b b e d ,  and a ny for m  of t o b a c c o  s u i t a b l e  for 

s m o k i n g  in a pip e  o r  cigarette;

(G) c h e w i n g  tobacco, i n c l u d i n g  c a v e ndish, twist, plug, 

scrap, a nd t o b a c c o  s u i t a b l e  for chewing; or

(H) an a r t i c l e  or p r o d u c t  m a d e  of t o b a c c o  or  a t o b a c c o  

s u b s t i t u t e ,  but not i n c l u d i n g  a c i g a r e t t e  as d e f i n e d  in  A S  43.- 

50.170;

(5) " w h o l e s a l e  p r i c e "  m e a n s  the e s t a b l i s h e d  p r i c e  for w h i c h

a m a n u f a c t u r e r  sells a t o b a c c o  p r o d u c t  to a d i s t r i b u t o r ,  a f t e r  d e d u c­

ti o n  of a d i s c o u n t  or o t h e r  r e d u c t i o n  r e c e i v e d  b y  the d i s t r i b u t o r  for 

q u a n t i t y  or cash.

* Sec. 2. AS 4 3 . 5 0 . 1 7 0  is a m e n d e d  to read:

Sec. 43 . 5 0 . 1 7 0 .  D E F I N I T I O N S .  I n  AS  4 3 . 5 0 . 0 1 0  - 4 3 . 5 0 . 1 9 0  [THIS

C H A P T E R ] ,  u n l e s s  the c o n text o t h e r w i s e  r e q u ires,

(1) "buyer" m e a n s  a p e r s o n  w h o  i m p o r t s  or a c q u i r e s  c i g a­

rettes f or the p e r s o n ' s  [HIS] o wn c o n s u m p t i o n  f r o m  a ny s o u r c e  o t h e r  

t h a n  a m a n u f a c t u r e r ,  d i s t r i b u t o r ,  d i r e c t - b u y i n g  retailer, o r  retailer;

(2) " c i g a r e t t e "  m e a n s  a roll f o r  s m o k i n g  of a ny s ize or 

shape, m a d e  w h o l l y  or p a r t l y  of tobacco, w h e t h e r  the t o b a c c o  is 

f l a v ored, adu l t e r a t e d ,  or  m i x e d  w i t h  a n o t h e r  i n g r e d i e n t ,  if the w r a p­

p e r  or c o v e r  of the roll is m a d e  of p a p e r  or a m a t e r i a l  o t h e r  t h a n  

t o b a c c o ;
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(3) " d e p a r t m e n t "  m e a n s  t he D e p a r t m e n t  of R e v e n u e ;

(4) " d i r e c t - b u y i n g  r e t a i l e r "  m e a n s  a p e r s o n  w h o  is e n g a g e d  

i n  t he sale of c i g a r e t t e s  at r e t a i l  in this state, a n d  w h o  b r i n g s  o r  

c a u s e s  to be  b r o u g h t  c i g a r e t t e s  int o  the state;

(5) " d i s t r i b u t o r "  m e a n s  a p e r s o n  w h o  b r i n g s  cig a r e t t e s ,  or  

h as c i g a r e t t e s  b r o u g h t  into t he state, a n d  w h o  sells or  d i s t r i b u t e s  at 

least 75 p e r  cent of the c i g a r e t t e s  to o t h e r s  f o r  r e s a l e  in  the state;

(6) " l i c e n s e e "  m e a n s  a p e r s o n  l i c e n s e d  u n d e r  A S  4 3 . 5 0 . 0 1 0  -

43 . 5 0 . 1 8 0 ;

(7) " m a n u f a c t u r e r "  m e a n s  a p e r s o n  w h o  m a kes, f a s hions, or 

p r o d u c e s  c i g a r e t t e s  for sale to d i s t r i b u t o r s  or o t h e r  persons;

(8) " p e rson" i n c l u d e s  a n  individual, company, p a r t n e r s h i p ,  

j o i n t  v e n t u r e ,  j o i n t  ag r e e m e n t ,  a s s o c i a t i o n ,  m u t u a l  or  o t h e rwise, 

c orporation, estate, trust, b u s i n e s s  trust, r e c e i v e r  or trustee, 

s y n d icate, o r  p o l i t i c a l  s u b d i v i s i o n  of this state, or c o m b i n a t i o n  

a c t i n g  as a unit;

(9) " p l a c e  of b u s i n e s s "  m e a n s  a p l a c e  w h e r e  c i g a r e t t e s  are 

sold, or w h e r e  c i g a r e t t e s  are b r o u g h t  or k e p t  f o r  the p u r p o s e  of sale 

or  c o n s u mption, i n c l u d i n g  a v e s sel, v e h i c l e ,  airplane, or  train;

(10) " r e t a i l e r "  m e a n s  a p e r s o n  in the s t ate w h o  is e n g a g e d  

in  the b u s i n e s s  of s e l l i n g  c i g a r e t t e s  at retail;

(11) " s a l e "  i n c l u d e s  a sale, barter, exchange, and every 

o t h e r  m a n n e r  of t r a n s f e r r i n g  the o w n e r s h i p  of p e r s o n a l  property.

* Sec. 3. This Act takes effect S e p t e m b e r  1, 1987.
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B Y  ELLIS, GRU E N B E R G ,  P O U RCHOT, 
B ROW N ,  GOLL, H A N L E Y ,  K O P ONEN,

IN T H E  H O U S E  L A R S O N  A N D  M E N A R D

H O U S E  B I L L  NO. 260 

IN T HE L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  an Act entitled: "An A c t  e s t a b l i s h i n g  an  e x c i s e  ta x  on the sale of

s m o k e l e s s  tobacco; a nd p r o v i d i n g  f or a n  e f f e c t i v e  

d a t e ."

BE  IT E N A C T E D  BY  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. AS  4 3 . 5 0  is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

A R T I C L E  3. E X C I S E  T A X  ON S M O K E L E S S  TOBACCO.

Sec. 43.50.300. E X C I S E  T A X  L E V I E D . A  tax of $.01 is l e v i e d  on

the sale of e a c h  .1 o u n c e  of s m o k e l e s s  tobacco.

Sec. 43.50.310. EXEMPTIONS. A sal e  is exempt fro m  the t ax if

the sale

(1) is casual, isolated, a n d  n ot m a d e  in the o r d i n a r y

c o urse of business; or

(2) is of goods sold for r e s a l e  i n  the o r d i n a r y  c o u r s e  of

b u s i n e s s .

Sec. 43.50.320. S E L L E R  TO C O L L E C T  TAX. A  s e l l e r  s h a l l  collect 

the tax f r o m  the p u r c h a s e r  on e a c h  s ale of s m o k e l e s s  t o b a c c o  d u r i n g  

the tax y e a r  an d  remit the tax c o l l e c t e d  u n d e r  this s e c t i o n  d u r i n g  a

tax y e a r  to the d e p a r t m e n t  on  or  b e f o r e  A u g u s t  1 of the f o l l o w i n g  tax

year.

Sec. 4 3 . 5 0.330. A C C O U N T I N G  F O R  A N D  D I S P O S I T I O N  O F  T A X  C O L L ECTED,

(a) T he taxes c o l l e c t e d  u n d e r  AS  4 3 . 5 0 . 3 0 0  - 4 3 . 5 0 . 3 9 0  shall be

d e p o s i t e d  in the g e n e r a l  fund.

(b) T he c o m m i s s i o n e r  of a d m i n i s t r a t i o n  s h all s e p a r a t e l y  a c c ount 

for the taxes that are d e p o s i t e d  in  the g e n e r a l  f u n d  u n d e r  (a) of this
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section. T he a n n u a l  e s t i m a t e d  b a l a n c e  in t he a c c ount m a y  be u s e d  by 

the l e g i s l a t u r e  to m a k e  a p p r o p r i a t i o n s  for h e a l t h  care, h e a l t h  r e­

search, h e a l t h  p r o m o t i o n ,  an d  h e a l t h  e d u c a t i o n  programs.

Sec. 4 3 . 5 0 . 3 4 0 .  A N N U A L  REPORT. The d e p a r t m e n t  shall submit to 

the l e g i s l a t u r e  by the first da y  of e a c h  r e g u l a r  l e g i s l a t i v e  s e s s i o n  a 

r e p o r t  i n d i c a t i n g  the a m ount of the t a xes c o l l e c t e d  u n d e r  A S  43.50.- 

300 - 4 3 . 5 0 . 3 9 0  d u r i n g  the tax y e a r  that e nds on the J u n e  30 p r e c e d i n g  

the session.

Sec. 4 3 . 5 0 . 3 9 0 .  D E F I N I T I O N S .  I n  AS  4 3 . 5 0 . 3 0 0  - 43 . 5 0 . 3 9 0 ,

(1) " s m o k e l e s s  t o b a c c o "  m e a n s  c h e w i n g  t o b a c c o  a n d  snuff;

(2) "tax" m e a n s  the t a x  l e v i e d  by  AS 4 3 . 5 0.300;

(3) "ta x  y e a r "  m e a n s  a y e a r  b e g i n n i n g  J uly 1 and e n d i n g  the 

f o l l o w i n g  J une 30.

*  Sec. 2. This A ct takes effect J u l y  1, 1987.
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