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*** T H I S  D O C U M E N T  R E F L E C T S  C H A N G E S  R E C E I V E D  T H R O U G H  D E C E M B E R  31, 2 0 0 0  ***

T I T L E  61 D E P A R T M E N T  O F  B U S I N E S S  A N D  P R O F E S S I O N A L  R E G U L A T I O N

B O A R D  O F  P R O F E S S I O N A L  S U R V E Y O R S  A N D  M A P P E R S

C H A P T E R  6 1 G 1 7 - 6  M I N I M U M  T E C H N I C A L  S T A N D A R D S

6 1 G 1 7 - 6 .007, F.A.C.

6 1 G 1 7 - 6 . 0 0 7  H o r i z o n t a l  a n d  V e r t i c a l  C o n t r o l s  fo r P u b l i c  a n d  P r i v a t e  
C o n s t r u c t i o n  L a y out .

(1) S e c t i o n  47 2 . 0 0 3 ( 3 ) ,  F l o r i d a  S tatutes, p r o v i d e s  a n  e x e m p t i o n  f r o m  
l i c e n s i n g  fo r c e r t a i n  c l a s s e s  o f  i n d i v i d u a l s  p e r f o r m i n g  c o n s t r u c t i o n  l a y o u t  fr o m  
bo undary, h o r i z o n t a l  a n d  v e r t i c a l  c o n t r o l s - t h a t  h a v e  b e e n  e s t a b l i s h e d  b y  a 
l i c e n s e d  p r o f e s s i o n a l  s u r v e y o r  a n d  m a p p e r .  T h i s  r u l e  is d e s i g n e d  to  s e t  ou t w h a t  
c o n s t i t u t e s  h o r i z o n t a l  a n d  v e r t i c a l  c o n t rol s.

( 2 ) (a) H o r i z o n t a l  c o n t r o l  m o n u m e n t a t i o n  f o r  th e p u r p o s e  of  t h i s  r u l e  
includes:

1. Poi n t s  of Curve, P o i n t s  of T a n g enc y,  P o i n t s  of T a n g e n t  I n t e r s e c t i o n s ,  
P oi n t s  on L i n e  a n d  P o i n t s  o n  Curve.

2. P o i n t s  of I n t e r s e c t i o n  of o t h e r  s t r e e t s  o r  roads.

3. A n g l e  p o i n t s  or  c h a n g e s  i n  d i r e c t i o n .

(b) H o r i z o n t a l  c o n t r o l  m o n u m e n t a t i o n  fo r r o a d  c e n t e r l i n e ,  r i g h t - o f - w a y  lines, 
r e f e r e n c e  li nes  o r  b a s e  l i n e s  s h a l l  b e  at l e a s t  a m i n i m u m  o f  t w o  (2) p o i n t s  
p l a c e d  so that n o  p o i n t  o n  t he l i n e  b e i n g  m o n u m e n t e d  is m o r e  t h a n  7 0 0  f e e t  f r o m  
a c o n t r o l  m o n u m e n t .

(c) H o r i z o n t a l  c o n t r o l  m o n u m e n t a t i o n  fo r m a i n  u t i l i t y  l i n e s  ( su ch  as water, 
sewer, s t o r m  d r a in ag e, ele c t r i c ,  t e lep ho ne , t e l e v is ion , gas, etc.) w h e n  n ot  
c o n s t r u c t e d  w i t h i n  o r  a l o n g  a r o a d  r i g h t - o f - w a y  c o n t r o l  i n  a c c o r d a n c e  w i t h  
s u b s e c t i o n  (2) (b) s hal l b e  a t  l e a s t  a m i n i m u m  of tw o (2) p o i n t s  p l a c e d  s o  that 
n o  p o i n t  o n  th e l i n e  b e i n g  m o n u m e n t e d  is m o r e  t h a n  7 00  f e e t  f r o m  a c o n t r o l  
m o n u m e n t .

(d) H o r i z o n t a l  c o n t r o l  m o n u m e n t a t i o n  fo r b u i l d i n g  a n d / o r  p r  a r y  
c o n s t r u c t i o n s  s ha ll  b e  at least:

1. B o u n da ri es , or

2. C o n t r o l  or  b a s e  l i n e s  ( m i n i m u m  of  2 p o i n t s ) ,  or

3. A  m i n i m u m  of a f o u r - c o r n e r  e n v e l o p e  f o r  n o n r e s i d e n t i a l  c o n s t r u c t i o n  
i m p r o v e m e n t  layout.

(e) H o r i z o n t a l  c o n t r o l  m o n u m e n t a t i o n  r e q u i r e d  b y  p l a n s  a s  a  c o n t r o l  f o r  
h o r i z o n t a l  l o c a t i o n  n o t  i n c l u d e d  i n  s u b s e c t i o n s  ( 2 ) ( b ) , (c) o r  (d) s h a l l  m e e t  
the r e q u i r e m e n t s  of ( 2 ) ( a ) .

(3) A l l  c o n s t r u c t i o n  r e q u i r i n g  b e n c h m a r k s  s h a l l  h a v e  a m i n i m u m  of  t w o  (2) 
e x i s t e n t  or e s t a b l i s h e d  b e n c h m a r k s  for  v e r t i c a l  c o n t r o l .

(4) V e r t i c a l  c o n t r o l  f o r  l i n e a r  t y p e  c o n s t r u c t i o n  s i t e s  s u c h  a s  r o a d s  a n d  
s e w e r  l in es shall h a v e  a m a x i m u m  of  1 , 1 0 0  fe e t  b e t w e e n  e x i s t e n t  o r  e s t a b l i s h e d  
b e n c h m a r k s .
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A l l R ig h ts Reserved.



(5) V e r t i c a l  c o n t r o l  f o r  a c r e a g e  c o n s t r u c t i o n  s i t e s  s hall h a v e  t wo  (2) 
e x i s t e n t  o r  e s t a b l i s h e d  b e n c h m a r k s  on th e f irs t t e n  (10) a c r e s  p l u s  an 
a d d i t i o n a l  b e n c h m a r k  for e a c h  a d d i t i o n a l  t e n  (10) acres.

A U T H O R I T Y

S p e c i f i c  A u t h o r i t y  472.008, 4 7 2 . 0 2 7  Fla. Stat. L a w  I m p l e m e n t e d  4 7 2 . 0 0 3 ( 3 ) ,  
47 2 . 0 2 7  Fla. Stat.

H I S T O R Y

N e w  5 -2 0-9 2,  F o r m e r l y  2 1 H H - 6 . 0 0 7 ,  A m e n d e d  1 2 - 2 5 - 9 5 .
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To:
f c e f i < y

FROM : C o t t i n i  L and  S u r v e y in g  FAX NO. ! 90? ?45 1J8B A p r. 25 2001 12:49PM P I

I

j f t  C O T T I N I  L A N D  S U R V E Y I N G  :
Pio V. Cottini

- s 1 Registered Land Survdjjor

P.O. Box 274B, Palmer, A|< 99645 
(907) 745-1188 or 745-3658

' I
April 25,2001

Mat-Su Legislative Information Office v
Fax #376-6180 j

J

RE: HOUSE BILL #227; Land Survey Standards
. i»I

a
Dear Sin;

I have read the proposed HOUSE BILL #227, Minimum Standards for I.and Surveys by Rep.
Harris, and I have also read the sponsor statement for HB 227. ;

The following are some questions and concerns I have pogaining to this IIB 227:

1. What types of survey will be affected by this set of standard̂ ; i.e., Lot Surveys, Boundary Surveys, 
Residential As-Built Surveys, Topography Surveys, Site Cisjil Design Surveys, Construction 
Surveying, Subdivision Plai Surveys, etc.? J-

i

2. Currently subdivision plat surveys have regulation, standards and plat requirements by the borough 
and/or municipality, which they are within, or if not in an organized borough the DMR is the platting 
authority. j

3. Commercial As-Built Survey's'a re ALTA/ACSM Surveys arid they have specific standards already.

4. Residential As-Built Surveys should not have ALTA/ACSh! standards applied to them because the 
ALTA/ACSM standards are too stringent for a simple residential As-Built Survey.

r
5. The Alaska Society of Professional Land Surveyors (ASPLS) should have some input and 

determination as to any standards that are being proposed by the Board of Architocts, Engineers &
Land Surveyors. f

6. Copying laws or standards from other states such as Florida'.may or may not work and may need to 
be modified to better fit our states’ needs and conditions. f.

Please fax me at 745-1188 any and all information that ypu might have pertaining to HB 227 and 
any new rewrites of this House Bill as it works its way through the State Legislature.

Thank you. If you have any questions pertaining to my concerns please call me at 745-1188.
,t

Sincerely, :

APR-25-01 HED 01:14 PH IlflTSU LIO FAX NO. 9073786180 P. 01I

Pjo V. C ottin i, R .L.S. <



FISCAL NOTE

Revision Date/Time (Note if correction):____________________ Dept. Affected]________ Community & Econ Dev.
Title: An Act instructing the State Board of Registration BRU: __________Occupational Licensing
for AELS to adopt...standards relating to...surveying.__________ Component:__________Occupational Licensing
Sponsor: Representative Harris______________________  ___________________
Requester: House Labor and Commerce________________ Component Number: 2360
Expenditures/Revenues_______________________________ (Thousands of Dollars)___________________

S T A T E  O F  A L A S K A  Fiscal Note Number: ___________________
2001 L E G IS L A T IV E  S E S S IO N  Bill Version: HB227_____________

() Publish Date: ___________________

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) | 0.0 0.0 0.0 0.0 0.0 0.0
FUND SOURCE ________________    (Thousands of Dollars;
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
1156 Receipt Supported Sen/ices

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2001) cost: 0.0
Check this box (X) If funding for this bill is included in the Governor's FY 2002 budget proposal: 
POSITIONS ___________  ____________
Full-time
Part-time
Temporary
ANALYSIS: (Attach a separate paqe il necessary)
The State Board of Registration for Architects, Engineers, and Land Surveyors already has authority to adopt 
regulations. New funds are not required to implement the regulations in this bill.

Prepared by: 
Division
Approved by: 
Agency
(Rov 2/7/2001 OMB)

Jennifer Strickler, Administrative Manager______
Occupational Licensing____________________
Commissioner Deborah B. Sedwick__________
Dept, of Community and Economic Development

Phone (907) 465-2144
Date/Time 4/23/2001 4:15 p.m. 

Date 4/23/2001
For distribution Information, call the Governor's Legislative Office

P a g e  1 o f  1__



Alaska State Legislature
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committee name
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A l a s k a  S t a t e  L e g is l a t u r e
R e p r e s e n t a t i v e  J o h n  H a r r i s

State Capitol 513. Juneau, Alaska 99801-1182 (907)465-4859

Sponsor Statement 
HB 228 - Tobacco Sales Enforcement

Alaska has a huge problem with the sale of tobacco products to kids. In a recent survey 
of tobacco retailers initiated by the Department of Health and Social Services, it was determined 
that nearly 2/3 of vendors in rural Alaska sold tobacco products to children, while more than 1/3 
of those in urban Alaska did.

This will take a toll on these young people if they continue to use tobacco products into 
their adult years, in terms of unnecessary illness and early death. It also continues to place a 
heavy burden on health care providers whose duty it is to help those who are battling tobacco 
related disease. The cost to the public will continue to spiral upward. Additionally, the state is 
liable, under the federal Synar amendment, for a penalty of $1.5 million (to be deducted from its 
drug and alcohol abuse block grant) because the rate of sales to minors is above the 20 percent 
federal limit. If increased state enforcement effort of at least $481,687.00 is approved through the 
fiscal notes for this bill, the Synar penalty will be lifted.

HB 228 seeks to derail some of the ever-growing proble.r " f tobacco sales to minors -  
and the consequences down the road -  by beefing up enforcement of state laws prohibiting the 
sale of tobacco products to minors, and it does so in several areas.

First, the bill proposes fining a business that sells tobacco to minors from $1,000 on a 
first offense to $5,000 on a third offense. It also provides for mandatory suspensions and possible 
revocation of the endorsement to sell tobacco products if multiple violations take place over a 
two-year period. The bill also gives the Department of Health and Social Services the authority 
to issue citations for certain tobacco offenses.

The bill would increase revenues from tobacco vendors to pay for enforcement efforts by 
raising the fee for a tobacco endorsement on a business license from $25 to $100. It would also 
require a separate endorsement for each location at which a retailer sells tobacco products.
Current law requires only one, regardless of how many locations or outlets a business has in 
which it sells tobacco.

In sections unrelated to the problem of tobacco sales to minors, HB 228 also adds 
language to allow the Department of Revenue to keep better track of compliance with the tobacco 
settlement.



A l a s k a  S t a t e  L e g is l a t u r e
R e p r e s e n t a t i v e  J o h n  H a r r i s

State Capitol 513. Juneau. Alaska 9980 m  182 (907)465-4859

Sectional Summary 
HB 228 - Tobacco Sales Enforcement

Section 1 - Amends AS 11.76.100(d) to levy penalties on the holder of a business license 
tobacco endorsement whose business violates state law by selling tobacco products to a 
minor. These amounts are $ 1,000 for a first offense; $2,000 for a second within 2 years; 
and $5,000 for a third within 2 years.

Section 2 - Amends AS 37.05.146(b)(4): Would add endorsement fees to the list of 
“designated program receipts”.

Section 3 - New Section (40.25.105): Would allow Department of Revenue to disclose 
information to the attorney general and others to assure compliance with the Master 
Settlement Agreement. Person receiving information is bound to confidentiality as well.

Section 4 - New Section (43.50.145): (Regards brands - not sales to minors) Department 
of Revenue would notify a licensee in writing when they have determined that a 
manufacturer has failed to comply. After the department notifies manufacturer of brands, 
the company has 30 days to destroy those brands or return them to the manufacturer or 
distributor. After that they become contraband and are subject to confiscation. The 
department may allow tax credit for returned or destroyed product.

Section 5 - Amends 43.70.075(a) Community and Economic Development. This section 
would require a business license tobacco endorsement for each location where tobacco 
products are sold. Current law only requires one tobacco endorsement statewide no 
matter how many stores or outlets are utilized by the business. It also adds that a person 
may not apply for an endorsement if an endorsement issued for the same location is 
currently suspended or revoked and indicates such endorsement would be void.

Section 6 - Amends AS 43.70.075(b) to raise the fee for a tobacco endorsement from $25 
to $100. (Good for 2 years).

Section 7 - Amends AS 43.70.075(d) to provide for mandatory suspension of a tobacco 
endorsement following a conviction for a violation of AS 11.76.100,. 106, or. 107.



Sec. 7 (cont.) Provides that the department shall suspend the endorsement for a period of 
20 days for a first offense, 45 days for the second, 90 days for a third, and one year for a 
fourth offense. In current statute, the suspension is discretionary.

Section 8 - Amends 43.70.075(e) to clarify that the endorsement suspension is only for 
the location in which the violation occurs.

Section 9 -adds several new subsections to AS43.70.075.

(k) Adds language that allows for a civil conviction when someone violates (a), 
having an endorsement for each location that sells tobacco.

(1) This allows a person with vending machines to have one endorsement for all 
the vending machines, regardless of location. It ensures that if the owner of the vending 
machine violates this section, the resulting suspension applies to all the owners’ vending 
machines.

(m) This establishes the process for suspending the endorsement. The department 
will hand deliver, or send by certified mail, the notice of suspension, and pertinent 
information. The suspension will begin 30 days after receipt of the notice unless the 
endorsement holder requests a hearing within the timeline set in regulations. The hearing 
officer will use the preponderance of evidence test. This section includes the questions 
that the hearing officer will use to determine his/her findings.

(n) The commissioner has the option of accepting the hearing officer’s findings, 
require more proceedings or reject the hearing officer’s decision.

(o) If a person disregards the suspension, the department has the option of 
revoking the endorsement or increasing the period of suspension. This section also 
disallows that person from having or seeking an endorsement for up to 2 years.

(p) Provides that a person who sells tobacco products, but fails to post a sign that 
it is illegal to sell tobacco products to rinors, may be assessed a civil fine of $250 for 
each day of the violation, not to exceeu $5,000. The department may not suspend or 
revoke a tobacco endorsement for violation of the signage provision.

(q) This allows the department to establish the necessary regulations. It also 
states that the Administrative Procedures Act does not apply to these hearings.

(r) This section defines when a person has acted within the scope of the agency or 
business that has the endorsement. It also defines when a conviction occurs, as well as 
the civil process.

H B  2 2 8  -  T o b a c c o  S a le s  E n fo rc e m e n t
P a g e  2
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(s) Provides a civil penalty of up to $250 per day (not to exceed $5,000) for a 
person who sells tobacco products without obtaining a business license tobacco 
endorsement.

Section 10 - Adds a new subsection to AS 43.70.105 to require a person who sells 
tobacco products to have a business license and a tobacco endorsement.

Section 11 - This section gives the Department of Health and Social Services the 
authority to issue citations for certain tobacco offenses. The citation must be in writing 
and contain a notice to appear in court within at least 5 working days (not including 
holidays or weekends). It does not have to be signed by the person receiving the citation. 
This section lays out the department’s responsibility for issuing citation books, and that 
the department will deposit the issued citation with the local court of jurisdiction. The 
department will need to make sure the citation form meets with court rules and includes 
essential information to be considered a lawful complaint.

Section 12 - Adds new uncodified law that includes establishment of regulations.

Section 13 - Allows existing endorsement holders to continue to use that endorsement for 
the balance of that endorsements timeframe.

Section 14 - Establishes immediate effective dates for sections 3-5, 12 and 13.

Section 15 - Establishes an effective date of July 1, 2001 for sections 2 and 6.

Section 16 - Establishes an effective date of January I, 2002 for remaining sections.
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FISCAL NOTE
ST A TE O F  ALASKA
2001 L E G IS L A T IV E  SESSIO N

Revision Date/Time (Note if correction): 04/11/2001 11:37a.m. 
Title: An Act relating to the offense of selling or giving
tobacco to a minor.....
Sponsor:
Requester:

Representative Harris
House Labor and Commerce

Expenditures/Revenues

Dept. Affected:
'BRU:
Component:
Component Number: 
(Thousands of Dollars)

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

HB 228

DCED
Occupational Licensing 
Occupational Licensing

2360

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 100.5 100.5 100.5 100.5 100.5 100.5
Travel 10.0 10.0 10.0 10.0 10.0 10.0
Contractual 19.6 19.6 19.6 19.6 19.6 19.6
Supplies 5.0 5.0 5.0 5.0 5.0 5.0
Equipment 4.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 139.1 135.1 135.1 135.1 135.1 135.1
CAPITAL EXPENDITURES
CHANGE IN REVENUES (1156 RSS) 100.0 100.0 100.0 100.0 100.0 100.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other - 1007 Inter-Agency Receipts 139.1 135.1 135.1 135.1 135.1 135.1

TOTAL 139.1 135.1 135.1 135.1 135.1 135.1

0.0Estimate of any current year (FY2001) cost:
Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal:
POSITIONS
Full-time 2 2 2 2 2 2
Part-time
Temporary
ANALYSIS: (Attach a separate page II necessary)
Provisions of the bill that affect AS 43.70 require a tobacco endorsement for each location ot outlet in a 
location where a business offers tobacco products for sale; authorize tobacco enforcement to act upon 
adjudication of violating the law; and simplify suspension action of business license tobacco 
endorsements. A detailed explanation of the expenditures and revenue shown above is attached.

Prepared by: 
Division
Approved by: 
Agency

(Rev 11/2000 OMB)

Jennifer Strickler, Administrative Manager
Occupational Licensing

Phone (907) 465-2144 
Date/Time 04/11/2001 11:37a.m.

Commissioner Deborah B. Sedwick Date 4/11/2001
Department of Community and Economic Development_______

For distribution Information, call the Governors Legislative Offlm
P a g e  1 o f  2_



ANALYSIS: (continued)
HB 228: An Act relating to the offense of selling or giving tobacco to a minor....
Page 2 or 2

The expenditures provide the following in support of changes to AS 43.70, business license tobacco 
endorsements -

1 - Administrative Clerk II, Range 10, GGU, 12 months to process tobacco endorsement applications from 
each location and outlets in a location, to disseminate information regarding the tobacco endorsement 
requirement, and to promote tho proactive enforcement program by administratively doing compliance 
checks of businesses required to hold tobacco endorsements: $38.8 

1 - Investigator III, Range 18, GGU, 12 months to prepare and coordinate cases, issue suspension 
notices, and present cases to the hearing office' if a hearing is requested; $61.7

PERSONAL SERVICES: $100.5

TRAVEL for the Investigator and/or Hearing Officer should it become necessary. $10.0

Contract Hearing Officer time based on approximately 3 days per case at $975/case, and assuming at 
least 15 cases will go to hearing in the fiscal year; $14.6

Printing forms, endorsements, and communications costs; $5.0

CONTRACTUAL SERVICES: $19.6

SUPPLIES for daily operations relating to tobacco endorsements; $5.0 

EQUIPMENT (one-time costs) for support staff; $4.0 

TOTAL Fiscal Note Request: $139.1

REVENUE

Assumes the endorsement fee changes to $100 and endorsements are purchased by 1,000 locations and 
outlets. 1,000 x $100 fee = $100.0
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FISCAL NOTE
Fiscal Note Number: ______
Bill Version: HB 228
() Publish Date: ______

Revision Date/Time (Note if correction):__________________ Dept. Affected;________Law____
Title “An Act relating to the offense of selling or______BRU Civil Division_______
giving tobacco to a m ino r,__________________________Component Fair Business Practices
Sponsor Representative Harris____________________  _________________
Requester House Labor and Commerce Committ_________Component No. 2206
Expenditures/Revenues______________________________ (Thousands of Dollars)_________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

60.6 60.6 60.6 60.6 60.6 60.6
0.2 0.2 0.2 0.2 0.2 0.2
9.4 9.4 9.4 9.4 9.4 9.4
0.8 0.8 0.8 0.8 0.8 0.8
6.5

TOTAL OPERATING 77.4 70.9 70.9 70.9 70.9 70.9
CAPITAL EXPENDITURES________
CHANGE IN REVENUES ( ) \

FUND SOURCE________________    (Thousands of Dollars)
1G02 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1007 Interaqency Receipts 77.4 70.9 70.9 70.9 70.9 70.9

TOTAL 77.4 70.9 70.9 70.9 70.9 70.9

S T A T E  O F  A L A S K A
2001 L E G IS L A T IV E  S E S S IO N

Estimate of any current year (FY2001) cost: 0.0
POSITIONS
Full-time
Part-time 1 1 1 1 1 1
Temporary
ANALYSIS: (Attach a separate page if necessary)
HB 228 provides additional tools to prohibit the sale of tobacco to minois.
Several changes are made to the current requirement that a person selling tobacco products must have a tobacco endorsement 
attached to their state business license. The fee for a two-year tobacco endorsement would be increased from $25 to $100. The 
bill would require a tobacco endorsement for each location and outlet where the business sells tobacco products. Current law 
requires only one, no matter how many store locations or outlets a business uses to sell tobacco products. This change will make It 
easier to track locations or outlets where tobacco products are sold to be sure the tobacco tax and other law are being uniformly 
followed. This change, as well as the increased endorsement fee, would help offset the increasing cost of the administration and 
enforcement of endorsement requirements. The bill establishes civil penalties >n the form of significant fines for those who sell 
tobacco without an endorsement, for sale of gray market cigarettes, and failure to post required warning signs. It would
Prepared by: 
Division
Approved by: 
Agency

(Rev 11/2000 OMO)

Joan M. Kasson Phone 465-5370
Attorney General's Office Date/Time 4/12/01 2:57 PM
Kathryn Daughhetee for Bruce M. Botelho, Attorney General 
Department of Law_____________________________

Date 4/12/01
For distribution information, call the Governor's Legislative Office

P a g e  1 of 2



F IS C A L  N O T E

ANALY £ I S —COMTINUATXQU
establish a streamlined administrative process for suspending the endorsements of those businesses who violate tho state's laws 
on selling tobacco produce to minors. It would also allow for the revocation of endorsements or an increase in the suspension 
period if the person continues the conduct which led to an endorsement during a suspension period.
A recent survey initiated by the Department of Health and Social Services indicated that nearly two-thirds of tobacco vendors in 
rural Alaska sold tobacco products in children, and more than one-third of the vendors In urban Alaska did. Federal law requires no 
more than a 20 percent noncompliance rate. In order to improve Alaska's noncompliance rate, DH&SS anticipates approximately 
1,500 enforcement checks each year will be performed if this bill is enacted.
The Department of Law estimates the services of one-half of an full-time equivalent attorney position will be necessary to provide 
the necessary legal services associated with the compliance checks and the administrative process resulting from any 
noncompliance. This position will be funded by interagency receipts from the Department of Health and Social Services, and will be 
assigned to the Fair Business Practices section in tho Anchorage office of the Civil Division.
This estimate is based on our prior experience with tobacco compliance chacks and endorsement proceedings under current law. 
The few cases undertaken in FY99 took an average of 27 hours of attorne" time each to complete. With the streamlined process 
intended by this bill, cases should move faster. However, none of the cast s pursued in FY99 went to administrative hearing, which 
by requiring additional time, may offset the gains from the streamlined procedure to some extent.
Using the department's FY02 standard attorney cost schedule, the fiscal impact from this legislation for the Civil Division's Fair 
Business Practices section would be $70,888. This cost Includes clerical support, communications, space, supplies, data 
processing, and other normal overhead expenses. The standard cost does not include one-time new equipment purchases, and 
$6,500 Is added in FY02 for this purpose.

S T A T E  O F  A L A S K A  B IL L  N O . HB228________________
2001 L E G IS L A T IV E  S E S S IO N

P ag e  2 of 2



FISCAL NOTE
S T A T E  O F  A L A S K A  Fiscal Note Number: ______
2001 L E G IS L A T IV E  S E S S IO N  Bill Version: HB 228

() Publish Date: ______

Revision Date/Time (Note if correction):___________________Dept. Affected]________Revenue________
Title: Sale of Tobacco Products_________________ BRU:  Revenue Operations
   Component:_________Tax Division______
Sponsor: Representative Harris____________________  _______________
Requester: House Labor and Commerce Committee_______ Component Number: 2476
Expenditures/Revenues______________________________ (Thousands of Dollars)_________________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 
T ravel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) T
FUND SOURCE ______________   (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2001) cost: 0.0

Prepared by: 
Division
Approved by: 
Agency

(Rov 2/7/2001 OMB)

Johanna Bales Phone 269-6628
Tax Division
Larry Persily, Deputy Commissioner

Date/Time April 13, 2001,10 a.m. 
Date 4/13/01

Department of Revenue
For distribution information, call the Governor's Legislative Olfice

P a g e  1 o f  1__



Department of Revenue Bill Analysis 
HB 228 -  Tobacco Enforcement - April 13, 2 0 0 1

The Department of Revenue supports HB 2°8, which would increase the penalties for 
selling cigarettes to individuals under the age of 19 and give the Department of 
Revenue new tools to enforce the nationwide Master Settlement Agreement (MSA) 
signed by the major cigarette producers and states.

Under the provisions of the MSA, entered into and subsequently adopted by the State of 
Alaska under AS 45.53, cigarette manufacturers that did not sign the MSA 
(nonparticipating manufacturers) must establish and fund escrow accounts for the 
benefit of the State of Alaska. If the state fails to enforce this provision of the MSA, the 
state can be sued by manufacturers that signed the MSA (participating manufacturers) 
and could potentially lose some or all of its payments under the agreement.

Alaska expects to receive approximately $28 million each year from the MSA, provided 
the payments are not reduced for failing to enforce the provisions of the agreement.

The following sections of HB 228 would enhance the Department of Revenue’s ability to 
protect the state’s revenue from the MSA:

Section 3. Disclosure of information for compliance with the tobacco product 
Master Settlement Agreement.

The Department of Revenue is responsible for determining the amount of escrow 
payments that must be made by each nonparticipating manufacturer each year. The 
information used to determine le amount of the escrow payments comes from cigarette 
tax and tobacco product tax returns filed with the Department of Revenue. The 
Department of Law is responsible for suing those nonparticipating manufacturers that 
fail to make escrow payments. Although the Department of Revenue may provide 
information to the Department of Law at the time an official investigation begins, it is 
precluded from sharing this information with other states and entities that may aid the 
Department of Revenue in enforcing the MSA. We believe this section of the bill is 
needed to allow for increased sharing of information with the Department of Law and 
other entities, such as the National Association of Attorneys General and the Federation 
of Tax Administrators. Both of these agencies are heavily involved with aiding states in 
enforcing the provisions of the MSA.



Section 4. Notification of noncompliance; confiscation of noncomplying 
cigarettes.

The MSA was recognized and adopted by the State of Alaska effective June 3, 1999. 
For the period June 3, 1999, through December 31, 1999, the Department of Revenue 
identified 23 nonparticipating manufacturers that sold cigarettes into Alaska. Of these 
23 nonparticipating manufacturers, only three have established and funded escrow 
accounts as required in AS 45.53. Section 4 of this bill would prohibit the state’s 
cigarette and tobacco products licensees from importing and selling cigarettes made by 
nonparticipating manufacturers that have failed to comply with AS 45.53. This provision 
is needed to aid in the enforcement of the MSA and protect Alaska’s current and future 
payments under the MSA.



FISCAL NOTE

2001 LEGISLATIVE SESSION Bill Version: HB 228
( ) Publish Date: _____

S T A T E  O F  A L A S K A  Fiscal Note Number: ______

Revision Date/Time (Note if correction):__________________ Dept. Affected: Health & Social Services
Title: Relating to tobacco sales to minors and________BRU: State Health Services___________
___________ license endorsements for tobacco sales_______ Component: Community Health/EMS Services
Sponsor: Rep. Harris___________________________  __________________
Requester: House (L&C)__________________________ Component Number: 2078
Expenditures/Revenues___________________________(Thousands of Dollars)__________________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 
T ravel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

72.1 77.1 82.1 87.1 92.1 97.9
60.9 60.9 60.9 60.9 60.9 60.9

344.4 344.4 344.4 344.4 344.4 344.42.0 2.0 2.0 2.0 2.0 2.0
8.5

TOTAL OPERATING 487.9 484.4 489.4 494.4 499.4 505.2
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) |
FUND SOURCE________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Statutorily Designated Rcpts.)

487.9 384.4 389.4 394.4 399.4 405.2

100.0 100.0 100.0 100.0 100.0
TOTAL 487.9 484.4 489.4 494.4 499.4 505.2

Estimate of any current year (FY2001) cost: 230.0
Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal: 
POSITIONS
Full-time 1 1 1 1 1 1
Part-time
Temporary
ANALYSIS: (Attach a separate page if necessary)

Alaska's statewide tobacco-sales-to-minors enforcement efforts were funded for that past three years on a 
grant from the Food and Drug Administration (FDA). In March 2000 this funding ended abruptly when the US 
Supreme Court ruled that the FDA had no regulatory authority over tobacco. Since that time, funding has been 
diverted from community-based tobacco prevention and control efforts, as well as alcohol and drug abuse prevention 
and treatment, to continue enforcement activities. Currently, federal substance and alcohol abuse treatment funds 
are threatened to be reduced because of high tobacco sales to youth noncompliance rates.

An effective enforcement program includes community-based enforcement, year-round enforcement checks, 
accountability of sales staff and vendors, and vendor education and training. This bill would enable such a program. 
It also would provide revenues to offset part of the program costs. Program costs would include the following:

Prepared by: 
Division
Approved by: 
Agency

(Rev 2W20O1 OMB)

Karen Pearson, M.S.
Public Health

Phone (907) 465-3090 
Date/Time

Elmer A. Lindstrom, Special Assistant Date 4/10/01 11:53 AM
Department of Health & Social Services

For distribution Information, call the Governor's Legislative Office
Page 1 of 2
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Revision Date]___________________  Bill Version: HB 228

* (ANALYSIS: (continued)

$72,095 for personnel costs include a full-time project coordinator, responsible for: (1) facilitating an inter­
departmental working group with the Division of Public Health, the Division of Alcohol and Drug Abuse, the 
Civil and Criminal Divisions of the Department of Law, the Department of Public Safety, and the Division of 
Occupational Licensing; (2) developing an interagency working agreement; (3) developing vendor 
education; (4) coordinating enforcement efforts; (5) administering contracts with local police departments; 
and (6) facilitating community education and community development. This line also includes 10% of the 
existng tobacco prevention and control program manager who is responsible for coordinating the overall 
tobacco prevention and control program, as well as 25% of an existing part-time administrative clerk II.
The expenditure line is projected to increase over the next 5 years to cover annual meritorious increases.

$60,860 for travel costs include: (1) 18 coordination trips f c  project and program coordinators to meet with 
community-based partners and the Alaska Tobacco Control Alliance (ATCA); (2) transporting enforcement 
staff and youth to communities where investigations will occur; and (3) project coordinator attendance at 
the annual Synar conference.

$344,400 in contractual services costs include: (1) contracts with local police departments and officers to 
conduct the enforcement checks (approximately 1,000 checks will occur each year); (2) contracts to 
design, print, and distribute vendor educational materials to assist vendors in meeting state law; (3) 
training of vendors in the use of these materials; (4) RSAs with the Departments of Law and Commerce 
and Economic Development for adjudicating noncompliance cases; and (5) other administrative costs.

$2,000 is included for office supplies and program materials.

$8,500 is included for computer equipment and a workstation in the FY02.

P a g e  2 of 2



T h e  H u m a n  T ol l  
F r o m  

T o b a c c o  
Use &

C i g a r e t t e  s m o k i n g  is t h e  s i n g l e  

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

p r e m a t u r e  d e a t h  in t h e  U n i t e d  

S t a t e s .

M o r e  t h a n  4 3 0 , 0 0 0  A m e r i c a n s  

d i e  e a c h  y e a r  f r o m  s m o k i n g  

r e l a t e d  illness.

2



O n e  i n  e v e r y  f i v e  U . S .  

d e a t h s  is s m o k i n g  r e l a t e d .

E x p o s u r e  t o  s e c o n d h a n d  

s m o k e  c a u s e s  3 , 0 0 0  d e a t h s  

f r o m  l u n g  c a n c e r  e a c h  y e a r .

C o m p a r a t i v e  C a u s e s  o f  A n n u a l  

D e a t h s  in t h e  U n i t e d  S t a t e s

Deaths Per Thousand
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Source: CDC, Actual Causes c t Death, United States, 1999 4



U . S .  E c o n o m i c  I m p a c t  

o f  T o b a c c o  U s e

T o b a c c o  u s e  c o s t s  “t h e  

a p p r o x i m a t e l y  $ 5 0  t o  $ 7 3  

b i l l i o n  i n  m e d i c a l
I r - . -V /’' c,

e x p e n s e s  e a c h  y e a r

• $26 .9 b i l l io n in hospital stays

• $15 .5 b i l l io n fo r physician expenditures

• $4 .9 b i l l io n for nursing home expenditures

• $1 .8 b i l l io n for prescription drugs

• $900 m il l io n  for home health care

Sources: Investing in Tobacco Control: A Guide for State Decision makers 6



W h a t  D o e s  

T o b a c c o  C o s t  

A l a s k a

7
EBB

Total annual health care expenditures in 
Alaska directly related to 

smoking ..................

$ 1 5 4  M I L L I O N

8



Total a n n u a l  state Medical p a y m e n t s  

directly related to s m o k i n g ..........

$23 MILLION

Additional expenditures in Alaska for 
health and developmental problems of 

infants caused by the ir mothers' 
smoking or being exposed to 
secondhand smoke during 

pregnancy.........

$8 MILLION
Source: State of Alaska

10



A d u l t  

S m o k i n g
IB

i n
\

A l a s k a
✓ ̂  v '

• 4 0 %  o f  

N a t i v e s  

s m o k e  a s  

c o m p a r e d  

t o  2 4 %  

n o n - N a t i v e

• 2 8 %  o f  

m e n  s m o k e  

c o m p a r e d  

t o  2 4 %  

f e m a l e ;  b u t  

f e m a l e  

s m o k i n g  is 

o n  t h e  r i s e



• N a t i o n a l l y  t h e  a v e r a g e  a d u l t  

s m o k e r  b e g a n  s m o k i n g  a t  

1 4 . 5  y e a r s  o l d .

• I n  A l a s k a ,  8 4 %  o f  a d u l t  

s m o k e r s  r e p o r t  h a v i n g  s t a r t e d  

b e t w e e n  t h e  a g e s  o f  1 0  a n d  

2 0 .

B e t w e e n  1 9 8 8  a n d  1 9 9 6 ,  

t h e  p e r c e n t a g e  o f  

t e e n a g e r s  t a k i n g  u p  t h e  

h a b i t  j u m p e d  7 3 % .



O v e r  o n e - t h i r d  o f  U . S .  

a n d  A l a s k a n  h i g h  s c h o o l  

s t u d e n t s  h a v e  s m o k e d  i n  

t h e  p a s t  3 0  d a y s .

Sources: Investing in Tobacco Control: A Guide fo r State 
Decision makers /  Youth Risk Behavior Survey
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E a c h  d a y ,  6 , 0 0 0  

p e o p l e  y o u n g e r  t h a n  

1 8  t r y  t h e i r  f i r s t  

c i g a r e t t e  w i t h  3 , 0 0 0  

o f  t h e m  b e c o m i n g  

d a i l y  s m o k e r s .



Early Smoking 
leads to Long- 

Term Addiction

A d d i c t i o n  o c c u r s  f r o m  s m o k i n g  

1  o r  2  c i g a r e t t e s  a  d a y  f o r  

3  w e e k s ,

T o b a c c o  is c o n s i d e r e d  

a  g a t e w a y  d r u g  f o r  

t e e n s .  T e e n s  w h o  

s m o k e  a r e  f a r  m o r e  

l i k e i y  t o  u s e  o t h e r  

d r u g s .

18



A l m o s t  1 4 , 0 0 0  A l a s k a n s  

u n d e r  t h e  a g e  o f  1 8  t o d a y  

will e v e n t u a l l y  d i e  f r o m  

t o b a c c o - c a u s e d  i l l n e s s  

u n l e s s  c u r r e n t  t r e n d s  a r e  

r e v e r s e d .

Source: CDC
19

BEST
PRACTICES

E s t a b l i s h e d  b y  t h e  C D C

&

T h e  O f fi c e  o f  S m o k i n g  a n d  H e a l t h

20



T h e  C D C  -  O f f i c e  o f  S m o k i n g  a n d  

H e a l t h  h a s  identified t h e  

n e c e s s a r y  c o m p o n e n t s  for a  

s u c c e s s f u l  t o b a c c o  c o n t r o l  

p r o g r a m  b a s e d  o n  r e s e a r c h  o f  

s u c c e s s f u l  s t a t e s  w h o  h a v e  

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

• C o m m u n i t y  t o b a c c o  

p r e v e n t i o n  p r o g r a m s

• C h r o n i c  D i s e a s e  

p r o g r a m s

• S c h o o l  p r e v e n t i o n  

p r o g r a m s



®  E n f o r c e m e n t  o f  

t o b a c c o  c o n t r o l  

p o l i c i e s  

®  C o u n t e r - m a r k e t i n g  

• S t a t e w i d e  p r o g r a m s

• S m o k i n g  c e s s a t i o n  

p r o g r a m s

• A  s u r v e i l l a n c e  a n d  

e v a l u a t i o n  s y s t e m

• A  s t r o n g  

a d m i n i s t r a t i v e  a n d  

m a n a g e r i a l  s y s t e m

24



What is SYNAR

Provisions of the Federal Synar Amendment require :

• E n f o r c e m e n t  o f  S t a t e -  

l e v e l  m i n o r s '  a c c e s s  l a w s  

t o  d e c r e a s e  s a l e s  t o  

p e r s o n s  u n d e r  t h e  a g e  o f  

1 8  t o  l e s s  t h a n  2 0 % .



• C o n d u c t  a n n u a l  s t a t e w i d e  

i n s p e c t i o n  s u r v e y s  t h a t  

a c c u r a t e l y  m e a s u r e  t h e  

e f f e c t i v e n e s s  o f  t h e i r  

e n f o r c e m e n t  e f f o r t s .

• R e p o r t  a n n u a l l y  t o  t h e  

U . S .  S e c r e t a r y  o f  H e a l t h  

a n d  H u m a n  S e r v i c e s .
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A l a s k a  T o b a c c o  S u r v e y  

R e s u l t s

N o n - C o m p l i a n c e  r a t e s  f o r  

S u r v e y s  C o l l e c t e d

A u g u s t  &  S e p t e m b e r ,  2 0 0 0
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N on -C om p lia n ce Rate by 
6 1%  N um be r o f O u t le ts pe r 

C om m un ity
4 0 %

2 6% 2 6%

2 0 %

Less then 
9 outlets

9 to 49 
outlets only outlets

Anc, Frb,

A n c h o ra g e  O v e r  4 9

Jn u , Ktn

Target
SYNAR

goal
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F a i l u r e  o f  A l a s k a  t o  a c h i e v e  

p e r f o r m a n c e  t a r g e t s  w i l l  

r e s u l t  i n  a  s i g n i f i c a n t  l o s s  o f  

F e d e r a l  b l o c k  g r a n t  d o l l a r s .
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The penalty for non-compliance is the loss 
of up to $1.5 MIL LION in substance abuse 

prevention and treatment funds from 
Alaska's Federal Substance Abuse  

Prevention and Treatment Block Brant
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Division of Alcoholism and Drug 
Abuse generates computerized 
random sampling of tobacco 
endorsement holders

Division of Public Health, Tobacco Prevention 
and Control Enforcement Program contracts 
with local law enforcement agencies to 
conduct investigations

DPH -  TPC Enforcement Program 
disseminates investigation list to 
appropriate law enforcement 
agency

Local Law enforcement agency 
hires youth, conducts investigations

No citation issued 1r
Tobacco Sale is made 

------- Tale-is-made--------

I
Clerk: “not guilty”

-
Citation issued to clerk
and forwarded to court.

Tobacco Enforcement Coordinator

Case information maintained for 
data collection, publication, 
technical assistance, status 
monitoring, Federal reporting 
and follow-up.

Court forwards findings to the 
Division of Occupational Licensing

Clerk: “guilty”

Division of Occupational 
Licensing issues a letter to the 
tobacco endorsement holder. 
Accusation and suspension 
activities begin.

F l o w  of S y n a r  S u r v e y  S a m p l e :  Several agencies are involved in obtaining information for Federal 
reporting. DPH Tobacco Enforcement coordinates this effort.
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T o b a c c o  E n f o r c e m e n t  I n c l u d e s :

• Educating tobacco vendo rs
• Coo rd ina t in g e n fo rc em en t e ffo r ts
• Issu ing c i ta t io n s to those who sell to 
m ino rs

• C omm un ity educa t ion and de ve lo pm e n t
• S ta te and local agenc ies wo rk in g to g e th e r 
® Law en fo rc em e n t tra in in g
• Federal re p o r t in g

36

“Enforcement of restrictions 

on the sale of tobacco products to 

minors

is potentially a very cost-effective 

m e a s u r e  for saving lives...” 

Joseph R. DeFranza, M D  in Preventive 

Medicine 32,168-174, (2001)
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O n e  o f  t h e  m o s t  e f f e c t i v e  
w a y s  t o  i m p r o v e  t h e  

h e a l t h  o f  A l a s k a n s  i s  t o  
s t o p  p e o p l e  f r o m  

b e c o m i n g  a d d i c t e d  in  t h e
f i r s t  p l a c e .
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P O L I C I E S  T O  R E D U C E  

Y O U T H  A C C E S S  T O  T O B A C C O

ft

ft

&

i

fiy
Advocacy Institute 
Washington, D C  
January 2000

Based on a paper by Joseph R. DiFranza, M.D., Associate Professor of Family and Community 
Medicine, University of Massachusetts Medical School and Nancy A. Rigotti, M.D., Director, 
Tobacco Research and Treatment Center Massachusetts Genera] Hospital Harvard Medical 

School for the Advocacy Institute’s Health Science Analysis Project, June 4,1998.
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POLICIES TO  REDUCE YOUTH ACCESS TO  TOBACCO

&
9  E x e c u t i v e  S u m m a r y
9
|  In order to  start smoking, young people must have access to  tobacco products. There is
a  abundant evidence tha t children can easily buy tobacco from  stores and vending machines despite
^  laws in  all 50 states that ban the sale of tobacco to  m inors, because tobacco retailers do no t com ply
® w ith these laws and the laws have not been enforced until recently. T he m ajority o f cigarettes
Ift consumed by  young people come from  illegal 3ales to  underage youths. Active enforcement of
|ft tobacco sales laws has the potential to  curtail young people’s access to  tobacco products and thereby
P  reduce the num ber o f youths who take up smoking. Policies w ith this goal are widely advocated,

have strong public support, and are a focus of federal, state, and local tobacco control efforts. There 
^  have been tw o  actions at the federal government level. In  1992, Congress passed legislation (the so­
f t  called Synar amendment) requiring states to  take action to  reduce the sale o f tobacco to  m inors in

order to  be eligible for substance abuse block grant funding. In 1996, the Food and D rug 
£  A dm inistration issued regulations that established age 18 as the nationwide m inim um  age of sale for
^  tobacco products.
®  The available evidence suggests that enforcement programs, which achieve a high level of
ft merchant compliance with tobacco sales laws, may reduce youth access to tobacco and youth
ft tobacco use. However, this requires strict law enforcement. If even 20 percent or less of merchants

are breaking the law, youths will have little problem buying tobacco and enforcement will have no 
effect on tobacco use. Carefully enforced restrictions on youth access arc an important component 
of any comprehensive strategy to reduce tobacco use among youths. However, youth access to 

ft tobacco is only one part of the complex problem of youth smoking. Efforts to reduce the supply of
£ tobacco to youths are, by themselves, unlikely to be as effective as the same efforts combined with

policies that roduco ch« demand for tobacco through increased prices and comprehensive restrictions 
on advertising and promotion. A youth access policy by itself might not have as large an impact on 
youth smoking and is not an acceptable substitute for a more comprehensive approach to reducing 
youth smoking.

ft Despite state laws, tobacco retailers continue to make over 51.5 billion in illegal sales to
g minors each year. A  carefully designed enforcement program will be necessary to withstand the

strenuous efforts of tobacco retailers and the tobacco industry, both of which have opposed past 
efforts. Essential features of on effective enforcement program include:ft 

ft
ft 1) licensing of vendors;

2) civil disposition of violations;
3) effective penalties;
4) frequent conduct of realistic inspections to test compliance with the law; 

ft 5) a mandated compliance race of over 95 percent;
ft 6) multiple layers of enforcement authority;
^ 7) adequate and guaranteed funding; and

8) restrictions on self-service of tobacco.
ft

ft
ft

*  Policies t o  Re d u c e  Y o u t h  A ccess T o  T o b a c c o

ft
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Policies To  Reduce  Yo u t h  A ccess To To ba c c o

In t r o d u c t i o n

Preventing young people from starting 
to smoke is a major public health priority.1 
These efforts must focus on children, because 88 
percent of smokers start by the age of 18.* In 
the past, most public health efforts to reduce 
smoking among young people focused on 
reducing their demand for tobacco products. 
These efforts, which included school health 
education programs and mass media programs 
discouraging tobacco use, have had at best 
modest success and have been overwhelmed by 
environmental forces, such as tobacco 
advertising that appeals to children.3 As a 
result, adolescent smoking rates have risen, 
increasing by 32 percent between 1991 and 
1997.“* Over rbe past decade, the public health 
community has developed a new approach to 
preventing youth smoking: reducing the supply 
of tobacco to youth.4 Policies with this goal are 
widely advocated, have strong public support,* 
and are a focus of federal, state, and local 
tobacco control efforts/ This paper identifies 
the elements needed to implement restrictions 
on youth access to tobacco.

Sources O f To b a c c o  Fo r  Yo u th s

In order to interrupt the supply of 
tobacco to young people, it is important to 
understand how children obtain tobacco. In 
surveys, almost all children say that they get 
their first cigarette from a friend or sibling. 
After the first cigarette, friends are the major 
sou rce of tobacco/ As nicotine dependence 
develops, there is a need to find a more reliable 
source of tobacco. At this point, the young 
smoker typically begins to purchase his or her 
own tobacco and in turn provides it to friends.

When a youngster finds a merchant who will 
make an illegal sale, he or she may tell their 
friends, who may then return regularly to the 
same store. Some youths learn that certain 
clerks within a store will sell while others will 
not. One 11-year-old smoker told the first 
author that he had memorized the work 
schedule of the clerk at the drug store who 
would sell him cigarettes. Thus, even if only a 
few merchants in a community or# willing to 
break the law, youths living in that community 
may experience little difficulty obtaining 
tobacco/ It is also important to understand 
that even though half of young smokers list 
friends as a frequent source of tobacco, most of 
these friends are buying their tobacco from 
retailers. Thus, the majority of cigarettes 
consumed by youths come from illegal sales to 
underage youths.

Another source of tobacco for young 
smokers is shoplifting tobacco from stores. Up 
to 50 percent of young smokers admit to 
shoplifting tobacco at least once, and this source 
may become more prominent in the future if 
the purchase of tobacco becomes more difficult 
for youths. Self-service displays make tobacco 
available to shoplifters and may also make it 
easier for minors to purchase tobacco because 
they require the youth to have less interaction 
with a store clerk. A youth need not speak to 
the clerk if he or she can take the tobacco from 
a display and put it on the counter. Only 10 
percent of young smokers report that parents 
and older relatives are a regular source of 
tobacco, and these are typically the older 
teenagers who have been smoking for years.10

In summary, the great majority of 
young tobacco users rely on tobacco retailers as 
their source of tobacco, cither directly by 
purchasing or stealing the product, or indirectly 
by having their friends buy it. Reducing the 
sale of tobacco to children and curtailing

Policies to Reduce Youth access To Tobacco
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shoplifting of tobacco ought to decrease young 
people’s access to  tobacco and thereby decrease 
their tobacco use. Underage youths were 
estimated to  consume over $1.5 billion worth 
of tobacco in 1997.w Since then, both  the price 
of tobacco and the prevalence o f  smoking 
among youths have increased substantially. 
This potential revenue provides a strong 
incentive to merchants to  sell tobacco to  
children, even at the risk o f a fine. Regulatory 
efforts to  eliminate self-service displays, which 
could reduce shoplifting and make tobacco less 
accessible to youth, have been strongly opposed 
by retailers, w ho receive prom otional 
allowances from  tobacco manufacturers for 
putting self-service displays in their stores.

Effect O f State A n d  Local  
A ctio ns T o  Red u c e  To b a c c o  Sales 
To  Yo u th s

All 50 states and US territories prohibit 
tobacco sales to  m inors, but these laws have 
rarely been enforced.1* Despite the universal 
existence of state laws banning tobacco sales to 
minors, m ultiple studies over the past decade 
have dem onstrated that m erchant compliance 
with these laws is low and that children can 
easily purchase tobacco from  stores and vending 
machines.15

Im proving compliance w ith tobacco 
sales laws has the potential to  reduce the 
availability o f tobacco to  young people and 
thereby discourage smoking. T he first efforts 
to do this focused on educating tobacco vendors 
about tobacco sales laws. This approach 
produced only partial improvement in 
merchant compliance and the effect was not 
sustained over tim e.14 Consequently, public
health strategies shifted from  educating
merchants to  actively enforcing the laws 
restricting tobacco sales to minors. 
Enforcement programs generally employ 
minors, who are supervised by public health

authorities, to  make periodic attem pts to 
purchase tobacco from  stores and  vending 
machines. M erchants who violate the  law are 
fined and for repeated offenses can face 
suspension of their license to  sell tobacco. 
Enforcem ent program s conducted by  public 
health departm ents in several com m unities have 
consistently reduced th e  p roportion  o f 
merchants w ho sell tobacco illegally to  
m inors.15

W hether this translates in to  reducing 
young people’s access to  tobacco products o r 
their tobacco use is less certain, in part because 
those programs are new and have received 
relatively little scientific study. So far, the 
results o f these studies arc mixed. U ncontrolled 
studies in several individual com m unities have 
found that enforcing tobacco sales laws reduces 
the prevalence o f smoking am ong you ths.14 In 
Woodridge, Illinois, s tr ia  enforcem ent against 
merchants and penalties for underage users 
resulted in a 69 percent decline in  the sm oking 
rate am ong young teens.17 Five years later, 
when the youths were 18 years old, sm oking 
rates were reduced by 50 percent over rates in 
surrounding com m unities.11 This occurred 
despite the fact that by the age o f 16 o r 17, 
W oodridge youths could drive to  the next tow n 
to  buy tobacco. T he fact tha t this intervention 
was effective even as the youths grew older 
suggests that m any youths w ho were willing to 
try  tobacco at the age of 13 o r 14 m ay have 
matured beyond this susceptibility by age 16 o r 
17. Experiences sim ilar to  that in  W oodridge 
have been reported in  Leominster, 
Massachusetts, w here sm oking rates arn.ong 
young teenagers fell by 42 percent, and in 
communities in W ashington, M innesota and 
California,19

How ever, a controlled study in 
Massachusetts failed to  dem onstrate the  
cffettivcncss of enforcing tobacco sales laws.20 
The study com pared three Massachusetts 
communities that enforced a tobacco sales law 
w ith three com munities that d id  not. It 
reported that enforcing the law fo r tw o  years
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had no effect on  teen smoking rates. 
M erchants’ compliance w ith tobacco sales laws 
improved m ore in tow ns that enforced the law 
than in those that did not, but over tw o years 
adolescents living in  tow ns w ith  enforcement 
reported little drop in th e ir ease of tobacco 
purchase and no decline in tobacco use. In 
short, enforcing a tobacco sales law for 2 yean  
improved merchants' compliance but did not 
alter youths' access to  tobacco o r smoking 
behavior. A n explanation fo r this discrepancy 
proposed by  the authors is th a t reducing the 
accessibility of tobacco to  youth requires a 
high er degree of m erchant compliance w ith 
tobacco sales laws than was achieved in the 
study. Im plem enting an enforcem ent program 
proved to  be m ore complex for communities 
than had been anticipated. Political, 
bureaucratic, legal, and logistical obstacles, 
including strong pressure from  tobacco 
retailers, prevented health departm ents from 
conducting inspections as frequently a3 planned 
in the study design and from  imposing penalties 
as aggressively as was intended by statute. As a 
result, 20 percent o f the m erchants in the 
com m unities were still selling tobacco to 
minors after tw o  years o f enforcement and this 
degree of compliance w ith the  law was not 
enough to  reduce th-J supply o f tobacco to 
children.

In contrast to  the  Massachusetts study, 
another study, an experim ent involving 14 
small rural com m unities in Minnesota, found 
that com munities that adopt and implement 
policies to  restrict you th  access to  tobacco do 
affect young people’s access to tobacco and 
tobacco vise/1 Seven tow ns in th e  study were 
random ly assigned to  participate in a 
com m unity  organizing effort whose goal was to 
change local policy and m erchant behavior in 
order to  reduce you th  access to  tobacco. The 
other seven tow ns received no special attention. 
Afcer 32 m onths, the organizing effort led all 
seven tow ns to pass comprehensive local 
ordinances to  limit youth access to  tobacco, and 
the level o f m erchant compliance rose to  95

percent. Students in grades 8-10 in those tow ns 
had a slower rise in  the rare o f tobacco use over 
time, compared to  students in th e  tow ns where 
no youth  access efforts were being made. They 
made fewer attem pts to  purchase tobacco 
illegally and felt that tobacco was less accessible 
to  them . T he fact that m erchant compliance 
exceeded 90 percent m ay explain w hy this 
study found an  effect on youth  sm oking while 
th e  Massachusetts study did not. Tills 
intervention in the M innesota study  was also a 
broader one, consisting o f com m unity 
organizing, while in Massachusetts the 
intervention was limited to  law enforcement 
only. Finally, it is possible that youth access 
policies w ork differently in different settings; in 
Minnesota, the setting was small rural towns 
while in Massachusetts it was larger urban 
communities.

It has been suggested that there m ay be a 
threshold effect to  enforcement efforts; that is, 
if m ore than 5-10 percent of m erchants in a 
com m unity continue to  break the law, youths 
will still find it easy to  buy tobacco. This is 
supported by the observation chat m erchant 
compliance rates exceeded 90 percent in th e  two 
tow ns where reductions in teen smoking arc 
best documented.21 If this is true, enforcement 
m ust be carried out w ith sufficient vigor to 
ensure that fewer than 5-10 percent of 
merchants are breaking the law  in order to  
produce any public health benefit. This would 
also im ply that states and communities that 
reduce the proportion  o f law breaking 
merchants to  20 percent have actually had little 
effect on the ability of youths to  purchase 
tobacco, despite the apparent progress made. 
T he threshold effect w ould also imply* that 
banning cigarette vending machines alone 
would be expected to  have little effect on youth  
access. Youths can easily sw itch to  stores as 
their source o f tobacco if vendmg machines arc 
eliminated and stores continue to  make illegal 
sales.

Taken together, the available evidence 
suggests, but does n o t definitely prove, that

ft

ft
PouoEs to Reduce Youth Access To Tobacco
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there is a relationship between reductions in 
illegal sales to  m inors and decreases in youth 
tobacco use. However, m ore research is 
needed. Previous studies do suggest th a t 
enforcement which achieves very high levels of 
m erchant compliance w ith  tobacco sales laws 
can reduce young people’s access to  tobacco and 
their tobacco use. T he data docs n o t support 
the conclusion that restricting youth  access to  
tobacco is a policy th a t can, all by  itself, solve 
the problem  of teen smoking. This is not 
surprising, sinca access is only  part o f the 
complex problem  of youth  tobacco use. W hat 
is needed is a comprehensive multifaceted 
strategy that can decrease both  the supply o f 
cigarettes to  children and th e ir  demand fo r 
them . W hile some tobacco control advocates 
question the efficacy of you th  access restrictions 
at all,u  m ost agree that the  evidence on youth 
access restrictions is sufficient to  include this 
policy as a valuable part o f a comprehensive 
strategy to  reduce tobacco use.

P o s s e s s i o n  L a w s

Many current laws do not prohibit 
m inors’ y£§ o r possession o f tobacco products. 
Laws that prohibit tobacco possession by 
youths have been proposed and enacted in  some 
states and communities. Proponents o f these 
laws argue that the 'fact th a t the possession of 
tobacco is legal contradicts the health message 
given to  youths about tobacco. Youths 
frequently question how  tobacco can be so 
dangerous if it is legal for youths to  Use it. 
School officials have advocated penalties for 
youths to  allow them  to  prevent crowds of 
young sm okers from  congreg? n g  outside o f 
school property , creating a nuisance, and setting 
a bad example fo r younger students. Police 
have advocated possession laws because o f the 
high incidence of tobacco use am ong delinquent 
youths. T o  com bat crim e by delinquent 
youths, police stop youths fo r possession o f 
tobacco, and then search them  for o ther drugs,

alcohol and weapons. T he tobacco industry  
also supports possession laws. Tobacco control 
advocates assert that this support is based on 
self-interest; i.e., th a t laws m aking it illegal fo r 
youths to  possess tobacco also make it m ore 
difficult for authorities to  conduct compliance 
tests for law enforcement o r research. Special 
im m unity m ust be obtained from  the 
prosecuting attorney and in  some cases th is has 
been denied. T he tobacco industry has 
introduced legislation th a t relieves store owners 
o f responsibility for illegal sales while placing 
the punishm ent on  the underage smokers. (H R  
2034, S.I530) T he shifting o f blame from  the 
retailers and m anufacturers to  th e  children has 
been a com m on them e o f industry-sponsored 
legislation.24 Indeed, m any bills provide fo r 
m ore severe penalties for the youngsters than 
for the corporations.24 N o  study has evaluated 
w hether the passage or enforcement o f  tobacco 
possession laws has a positive effect on  youth 's 
attitudes o r behavior regarding tobacco. In the  
absence o f any sciendfic evidence that m aking 
the possession o f tobacco illegal is beneficial, it 
w ould be prem ature to  adopt this approach as 
federal, state or local law.

O b s t a c l e s  T o  E n f o r c e m e n t  O f  
T o b a c c o  S a l e s  L a w s

In practice, effective enforcem ent o f 
tobacco sales Laws has been very difficult to  
implement due to  a lack o f secure funding and 
intense opposition from  the tobacco industry  
and retailer trade associations. A lthough state 
governments were estimated to  collect $245 
million in state excise taxes in 1997 fVom the 
illegal sale of tobacco to  m inors,24 using som e of 
tha t revenue to  fund the enforcement o f 
tobacco sales laws is n o t entertained. 
Furtherm ore, despite rhetoric to  the contrary, a 
case can be made that tobacco m anufacturers 
and retailers have made it a p riority  to obstruct 
the enforcement of these laws.p  D oing so is

T V u t r v  R sm c iM r.PA PER S
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c lea rly in  the ir financial self-interest fo r  several 
reasons. Retailers have been illega lly  selling 
over S I b illion  o f tobacco to  m inors each year, 
and a sizable m in o rity  o f  retailers docs n o t want 
to  re linquish this income.21 Retailers also 
receive large revenues f ro m  p rom otiona l 
allowances fo r  putting tobacco in  self-service 
displays. In  the long  te rm , widespread 
enforcement o f  you th  access laws cou ld 
translate in to  a sizable reduction in the number 
o f  adult sm okers and there fo re  in  tobacco 
industry revenues.

T he tobacco industry has led an often- 
successful campaign to  underm ine e ffo rts to  
enforce restrictions on  the sale o f  tobacco to  
m inors. Pro-tobacco forces have successfully 
advocated legislation in  m any stares that 
hampers enforcement e ffo rts .”  Several 
p rovisions are com m on to  m any o f  these bills. 
T hey  frequen tly  strip a ll local law  enforcement 
officials o f  th e ir au thority  to  enforce the law . 
Sometimes, o n ly  a single person in the state is 
authorized to enforce the law . Preem ption 
strips communities o f  the au tho rity  to  address 
tixc p rob lem  through loca l laws. Loopho les are 
included to  make prosecutions a ll but 
impossib le. F o r  example, m any laws now  
require that prosecutors p rove  that the 
merchant "know ing ly and in ten tiona lly" so ld  
tobacco to  a m inor. M any laws p roh ib it 
en forcement agencies from  free ly  using 
standard enforcement techniques. As a result o f  
these tobacco industry successes, enforcement 
officials in m any states'face an impossib le task. 
In  some states, enforcement is hampered by the 
lack o f  tobacco vendor licensing. In  other 
states, licensing is done b y  the revenue 
department, which !rst» o f  vendors as
privileged in fo rm ation  that Gtimot be aiiared 
w ith law  enforcement officials. In  most states, 
the sale o f  tobacco to  m inors must be 
prosecuted as a crim inal offense th rough the 
court system rather than being handled 
adm inistratively as a civil offense.

O ppos ition  to enforcement has also 
come from  retailers. Retailers have mounted

legal challenges to  m any laws that seek to  
address the p rob lem  o f  you th  access. Jn m any 
cases, the challenges have delayed enforcement 
in those communities. A dd itiona lly , the th reat 
o f  legal challenges has been used successfully to  
intim idate communities f ro m  enacting these 
laws in  the firs t place. Once laws have been 
enacted and en forced, retailers have m ounted 
friv o lou s  cou rt challenges to  the ir citations that 
tie up enforcement personnel and de lay fu rth e r 
enforcement activities. M erchant complaints 
and po litica l pressure have resulted in m any 
enforcement agencies conducting compliance 
tests using you ths w ho are to o  young  to  be 
effective. A  study has demonstrated that about 
ha lf o f  merchants w ho are v io lating the law  w ill 
make illegal sales o n ly  to  youths w h o  appear to  
be sixteen years o f  age o r  o ld e r.50 These 
v io la to rs go undetected when you th s w ho  
appear younger than 16 are used to  conduct 
compliance tests. T he o n ly  way to  protect 
o ld e r adolescents from  illegal sales is to  use 
o ld er adolescents to  conduct the compliance 
tests.

W h ile  most merchants respond to  
enforcement b y  train ing th e ir personne l to  
obey the law , others appear to  direct th e ir 
energies in to  circumventing the law . Since 
youths used fo r  compliance testing are o ften  
forb idden from  ly ing about th e ir ages, some 
merchants Lave learned to  expose these you ths 
by asking fo r  th e ir age instead o f  p r o o f  o f  age. 
Some merchants coax kids by saying " i f  you  say 
you  arc 1 8 ,1 can sell them  to  you ." I f  the y ou th  
w ill n o t lie about his o r  her age, the merchant 
concludes that the you th  is pa rt o f  a law 
enforcement activ ity and w ill n o t se ll to  that 
youth . Merchants have developed phone 
netw orks to  tip  each other o f f  when they 
suspect that compliance tests are underway. 
Some merchants have learned to  avoid 
prosecution by  n o t selling tobacco to  un fam ilia r 
children. Since law  en forcem ent program s do 
not send underage buyers in to  stores where 
they ate know n , some merchants w i ll say " I f
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you  are under 1 8 ,1 can’t se ll them  to y o u  unless 
I  kn ow  you * .

W hen retailers hav* been prosecuted 
they have sometimes used th e ir po litica l c lou t 
to  retaliate against en forcem ent agencies. 
Elected officia ls w ho are p ro -re ta ilc r have 
threatened and cut the budgets fo r  the 
en forcem ent agencies as punishment fo r  
en forc ing the law . In  som e instances, this 
po litica l in tim idation has decimated 
en forcem ent program s.

C u r r e n t  F e d e r a l  P o l i c i e s  T o  
R e d u c e  T o b a c c o  S a l e s  T o  T o u t h s

The Federal governm ent has taken tw o 
actions to  address you th  ?ccess to  tobacco; the 
Synar amendment and the F D A  regulations. 
F irst, in 1992, Congress adopted legislation to 
encourage states to  reduce the availab ility o f  
tobacco to  m ino rs .31 T h is  so-called Synar 
Am endm ent makes the receipt o f  federal b lock 
grants fo r  substance abuse and mental health 
program s contingent upon states adopting and 
en forc ing restrictions on  the sale o f  tobacco to 
m inors in a m anner which can be "reasonably 
expected" to  reduce the ava ilab ility  o f  tobacco 
to y o u th .31 Im p lem entation o f  this law  was 
delayed fo r  o v e r three years awaiting 
regulations issued by  the D epartm ent o f  H ea lth  
and H um an  Services.33 These regulations on ly  
require states to  achieve an 80  percent merchant 
compliance level.*4 Research cited above has 
demonstrated that compliance rates o f  80 
percent cannot be "reasonab ly expected" to 
reduce the availab ility o f  tobacco to  youths. 
W h ile  the idea o f  encouraging states to  enforce 
their laws is a good one, th e  D H H S  regulations 
are lik e ly  to  do litt le  o r  noth ing to  reduce 
you th  access to  tobacco i f  states on ly  meet the 
m in im um  compliance leve l.33 Fu rtherm ore , the 
Synar amendment has p roved  to  be awkward to 
im plem ent. The federal governm ent does not 
p rov ide states w ith funding fo r  th is purpose and

specifically p roh ib its the use o f  b lo ck  grant 
funds fo r  en forcement. T h e  state agencies that 
are at risk  o f  losing th e ir fund ing  have no 
en forcem ent au tho rity . T h e  state agencies that 
do have en forcem ent au th o rity  have no 
incentive to  enforce the law  and no fund ing  to  
do so.

T he second federa l governm ent action is 
contained in the 1996 F D A  regulations that 
address m any aspects o f  y o u th  access.33 These 
include the fo llow in g  p rov is ions: ( l )  cigarette 
vending machines arc banned fro m  locations 
where youths arc a llow ed ; (2) a ll tobacco 
products must be inaccessible to  customers; (3) 
the free d istribu tion  o f  tobacco products is 
p roh ib ited ; (4) tobacco sales to  customers under 
age 18 are proh ib ited ; and (5) vendors must 
obtain photographic p r o o f  o f  age from  any 
customer under 27 years o f  age. The F D A  is 
cu rren tly  en forcing o n ly  the last tw o 
(m in im um  age and ED) requirements w h ile  the 
o th e r p rov isions arc in litigation . T he  F D A  is 
contracting w ith  ind iv idua l states to  conduct 
compliance tests on  th e ir beha lf fo r  
en forcem ent purposes. T o  en force a ll o f  its 
tobacco regulations, the F D A  lias been 
budgeted $39 m illio n , a sum  inadequate to 
en force the law  fu l ly  in  a ll 50  states. Funding 
fo r  F D A  enforcement in  fu tu re  years is no t 
guaranteed, which makes these activities 
p o litica lly  vu lnerab le, W h ile  the cu rrent F D A  
sta ff is motivated to  d o  an excellent jo b , a 
change in leadership cou ld  resu lt in a complete 
ha lt to  enforcement activities because the F D A  
is under n o  statu tory mandate to  adequately 
en force the you th  access p rov is ions o f  its 
regulations.

Recom mendations f o r  state regulations 
include the fo llow ing :

*

A) Estab lish a m in im um  age equal to  o r  higher 
than that established under federa l law .

B ) A dop t the F D A  restrictions regarding 
vending machines, free  sampling, self- 
service, m in im um  package sire , ou t o f  pack 
sales and po in t o f  purchase advertising.
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These tw o  p rovisions w i ll a llow  state and 
local au thorities to  use state law  to  enforce 
the federal restrictions.

C ) Estab lish a state en forcem ent au tho rity  that 
w ou ld  adm inister the license, d irectly 
receive federal funding, have p rim a ry  
responsib ility to  en force the law  and 
p e rfo rm  d v i l adm inistrative disposition o f  
v io lations.

D )  Ensure that governm ent issued 
identifications such as d river's licenses carry 
some easily recognized indication that the 
person is under age. Som e states d o  this 
w ith  c o lo r , in others, the ph o to  is in p ro file  
instead o f  face fo rw a rd . These licenses 
greatly s im p lify  the task o f  determ ining 
w hether a person is o ld  enough :o  buy 
tobacco. Some o f  the settlement do lla rs 
cou ld be prov ided to  states to  facilitate any 
transition costs.

E ) A ll state and local law  enforcement officials 
must be a llow ed co en force the state law .

F ) Penalties f o r  v io lations shou ld  p rim a rily  
target sto re  owners. M in im um  penalties 
shou ld  be established as fo llow s ; F irs t and 
a ll subsequent offenses against the c lerk , 
$250 fine. F irst offense against the license 
ho lde r, 5500 fine. Second offense in  a tw o- 
year period , $1000 fine. T h ird  offense in a 
tw o-year period , $1000 fine and a thrcc- 
business day suspension o f  the tobacco 
license. F ou rth  offense in  a tw o-year 
period , $1000 fine and a one-year loss o f  the 
tobacco license.

G ) Requ ire state compliance rates to  be above 
90  percent w ith in  tw o years o f  the date o f  
enactment.

H ) Requ ire signs at each cash register stating 
the legal m in im um  age and p rov id ing a to ll-  
free num ber to  repo rt illegal sales.

I) Requ ire governm ent issued photographic 
p ro o f o f  age f o r  any customers under 27.

J ) Requ ire that you ths be proh ib ited  from  
entering any tobacco-on ly stores, which are 
o ften exempt from  sm oking  regulations and 
m arketing restrictions.

C o m p o n e n t s  O f  E f f e c t i v e  
E n f o r c e m e n t

G iven the m any obstacles to  enforcing 
tobacco sales laws, it m ay seem unrealistic to  get 
95 percent o f  merchants to  obey the law . 
H ow ever, communities lik e  W oodridge , 
I llin o is , have found that w ith  a serious 
enforcement e ffo rt , ic is possible to  approach 
1CX) percent merchant compliance in  a short 
pe riod  o f  tim e.4 A  m odel f o r  the effective and 
efficient enforcement o f  y ou th  access laws based 
on  th e  experience o f  cities in  Massachusetts has 
been developed.w According to  this m odel, 
pub lic health authorities license tobacco 
merchants, educate them  about tobacco soles 
laws, and w arn  them  that the ir compliance w ith  
the law  w ill be tested. Then , compliance w ith 
the lav/ is rou tin e ly  tested b y  em p loying m inors 
to  attempt to  purchase tobacco. T h e  m inors are 
c lose ly supervised by adults during these 
activities. I f  an illegal sale is made, the vendor 
receives a citation. Penalties include fines and 
possible suspension o f  the license to  sell tobacco 
fo r  repeated v io la tions.

F o r  an initiative to  be successful, 
tobacco industiy  opposition  to  enforcement 
e ffo rts must be anticipated, and a system must 
be designed to  guarantee that effective 
enforcement w ill occur. T he  essentials o f  a 
m ode l enforcement system are described below . 
These criteria p rov ide  a structured fo rm at w ith  
which the legislative initiatives can be 
compared.

L icensing . E ffective and efficient 
enforcement requires the licensing o f  tobacco 
vendors. W ith ou t a license, an en forcing agent 
does n o t know  where tobacco is so ld , w ho is 
responsible fo r  v io lations, and where to m ail a 
citation. It is estimated that enforcement 
inspections consume doub le the resources when 
vendors arc no t licensed (D iF ran za , personal 
com m unication). License fees are a fa ir and 
convenient w ay to  fund enforcem ent activities
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since the cost o f  en forcem ent is bo rne by those 
w ho p ro fit f ro m  the activ ity being regulated, 
Retailers sometimes oppose using license fees to 
fund en forcem ent ou t o f  fear that the licensing 
agency w ill con tinuous ly  boost the fee ou t o f  
Financial self-interest, but there is n o  evidence 
that th is has occurred .57 State and federal 
en forcem ent have been significantly hampered 
b y  the fact that in  m any states it is d ifficu lt to  
obtain a list o f  tobacco vendors. Th is 
in fo rm a tion  is sometimes considered 
confidentia l tax  in fo rm a tion  that cannot be 
disclosed to  anyone. Indeed, the actual num ber 
o f  tobacco retailers is uncertain. T he tob/JCCO 
industry estimates 1 ,000,000. T w o  national 
industry groups estimate the num ber o f  tobacco 
vending machines ar either 110,000 o r  300 ,000 .11 
Accurate figures are needed to  plan 
en forcem ent inspections and ca im atc their cost.

A n  en forcem ent system w ill require the 
creation o f  a new licensing system. Several 
states do no t cu rren tly  license tobacco retailers 
and the retailers themselves in  several states 
have fough t v e ry  hard to  oppose any fo rm  o f  
licensing.37 T he re  must be a p lan to  handle 
licensing in  those states that cither do no t 
license tobacco vendors o r  refuse to  share the ir 
lists o f  licensees.

C iv i l d isp os ition . The en forcing agency 
must be capable o f  dealing w ith  infractions 
th rough adm inistrative c iv il action against the 
license ho lde r. C rim in a l prosecution wastes 
governm enta l resources and ties up the courts.
I t  also reduces the certa in ty o f  punishment fo r  
v io la to rs  if, f o r  example, overburdened courts 
dismiss charges in  o rd e r to  d e a r the ir dockets.

P ena ltie s . T he law  must p rovide fo r  
meaningful penalties against the license ho lder. 
F D A  en forcem ent sh ou ld  focus on  the ow ner 
o f  the establishment because it is the ow ner 
w ho  is responsib le f o r  a ll health and safety 
issues. In  ligh t o f  the large potentia l income a 
vendor can m ake from  illegal tobacco sales, the 
penalties must be substantial and shou ld indude 
p rov isions fo r  license suspension and revocation 
fo r  repeat offenses. W h ile  there is n o  argument

against a lso penalizing the d e rk  w h o  makes the 
sale, license ho lders must be he ld  accountable 
fo r  the actions o f  th e ir employees. The 
question is n o t "what is a fa ir pena lty  f o r  se lling 
tobacco to  ch ild ren?" but "what k in d  o f  pena lty 
w ill it take to  fin a lly  convince re ta ile rs t o  obey 
the law?" M in im um  but n o t m ax im um  
penalties shou ld  be codified in to  law .

C om p lian c e  testing . T h e  en fo rc ing  agency 
must be au thorized to  conduct realistic 
compliance tests w ithou t restrictions on  h ow  
often  these tests can occur o r  the m anner in 
which th ey  are conducted. T h e  m ore o ften  
compliance tests arc conduced , the greater the 
p ro p o rt io n  o f  merchants w ho stop v io la ting the 
law .1*0 In  several communities, it has been 
discovered that every  merchant must be testid  
fo u r tim es each year in  o rd e r to  maintain 
acceptable compliance rates. Y ou th s em p loyed 
as decoys shou ld  be able to  act as real you th s 
do. F irs t, a state ban on  compliance tests m ay 
prevent the F D A  from  en forc ing its 
regulations. Second, it w i ll n o t be possib le to  
determ ine i f  a state is subm itting fraudu len t 
compliance rate reports i f  o n ly  state authorities 
are perm itted to  conduct compliance tests. 
T h ird , i f  researchers cannot conduct 
compliance tests, it w ill be im possib le to  
conduct fu rth e r pub lic health experiments to  
determ ine i f  en fo rc ing the law  w ill reduce 
you th  tobacco use.

F u n d in g . The en forc ing agency must have 
perm anent fund ing sufficient to  th e  task. A s 
the fund ing requirements are d irec tly  
p rop o rtion a l to  the num ber o f  vendors, an 
annual licensing fee collected f ro m  each reta ile r 
is the m ost logical source o f  permanent funding.
I f  o n ly  funds from  any proposed tobacco 
settlement are used to  fund en forcem ent, the 
en forcem ent system w ill have o n ly  a tem pora ry  
base.

M in im u m  perm iss ib le  com p liance rat«s. 
M any you th  access laws are n o t en forced at a ll 
and research has shown that half-hearted 
en forcem ent e ffo rts do  no t reduce tobacco use 
among y o u th s /1 T he  en forcing agency shou ld
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have a mandate to  en force the law  w ith 
suffic ient v ig o r to  maintain compliance above 
95 percent.

E n fo rc em en t redundancy . The
en forcem ent system must have bu ilt-in 
redundancy. The m odel state law  shou ld 
include a p rov is ion  that a ll s a te  and loca l law 
en forcem ent agencies are au thorized to  en force 
the law . State legislation sponsored b y  the 
tobacco industry typ ica lly  strips loca l law 
en forcem ent officials o f  th e ir au th o rity  to  
enforce the law .42

M in im u m  age. It  has been argued that 18 
is n o t the ideal m in im um  age o f  tobacco 
purchase since it a llow s high schoo l seniors to  
purchase tobacco. M in im um  ages o f  19, 2 0  o r  
21 w ou ld  be m ore effective at keeping tobacco 
ou t o f  the high schools. M any  retailers w ou ld  
lik e  to  see the same m in im um  age f o r  a lcoho l 
and tobacco -  age 21.

Se lf-serv ice , T he law  shou ld  elim inate 
vending machines, free sampling and self-service 
o f  a ll tobacco products.

Im ped im en ts . There  shou ld be no  o ther 
impedim ents to  en forcing the law  o r  
prosecuting merchants.

P re em p tio n . There shou ld be no  
p reem ption  o f  loca l au tho rity  to  enact o r  
tn fo rce  th e ir ow n restrictions o th e r than the 
p reem ption  over anti-compliance testing 
p rov is ions d ir cussed above.
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Making the Case: State Tobacco Control Poucy Briefing Papers
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SESSION ADDRESS:
Alaska State Capitol 

Juneau, Alaska 99801-1182 
(907) 465-4925 

Fax:(907)465-3517 
Toll Free: 1-800-821-4925

A l a s k a  S t a t e  L e g i s l a t u r e

Representative Gary Stevens

IN TERIM  ADDRESS: 
112 Mill Bay Road 

Kodiak, Alaska 99615 
(907) 486-4925 

Fax: (907) 486-5264

Sponsor Statement -  House Bill 229 

-Updated April 27,2001-

“An Act imposing a tax on employment; and providing for an effective date.”

HB 229 would impose a tax of $100 a year on each employed individual age 19 or older, 
including the self-employed. Under this bill, the employer would deduct $50 from the 
employee’s salary on each of their first two regular payrolls after January 1 of the 
calendar year. A provision has been added to prevent this tax from being taken out more 
than once when the employee provides proof to their new employer that the tax has 
already been satisfied.

The accompanied fiscal note from the Tax Division of the Department of Revenue states 
that it will take $822,500 in general fund money the first year of implementation to 
operate the new tax program. On the other side of the ledger, they have projected that in 
the FY2003, over $38 million will be raised yearly in new revenue as a result of this 
legislation.

The tax collected under AS 43.45.021 would be deposited into the state’s general fund, 
but accounted for separately. In turn, the legislature may then appropriate the amounts 
collected under this section for education.

This authorization is not intended to create a dedication of funds in violation of art. IX, 
sec. 7, of the Constitution of the State of Alaska.

Akhiok • Karluk • Kodiak • Larsen Bay • Old Harbor • Ouzinkie • Port Lions
Representative_Gary_Stevens@lcgis.state.ak.us

mailto:Representative_Gary_Stevens@lcgis.state.ak.us
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Advocatesfor A laska 's Youth

P o s i t i o n  P a p e r  
S B  1 6 5  E d u c a t i o n  T a x  o n  E m p l o y m e n t

April 2001

The Association o f  A laska School Boards (A A S B ) supports legislation that w ill enhance 
revenue generating measures o f  the State o f  A laska. SB  165 Education T ax  on 
Employment is one such measure.

Decreased o il production and a dw indling Constitutional Budget Reserve continue to 
fue l discussion o f  a long range fiscal p lan fo r  A laska. O ver the last fiv e  years state 
policymakers have tightened their co llective budget belt. N ow  it is time to consider the 
other side o f  the coin-enhancing state revenues.

A A SB ’ s goal is to obtain a stable source o:r funding fo r  the state’ s largest constitutionally 
mandated responsibility-education.

A laska lawmakers have it within their grasp to address three essential components o f  
education funding:

1. Appropriations based on need (Adequacy Study)
2. Appropriate distribution o f  funds (S ch oo l C ost Study)
3. Maintaining buying power (in flation p roo fing  fo rm u la / Funding Task Fo rce )

An education tax on employment, generating in the neighborhood o f  $ 35  m illio n  
annually , would help underwrite e ffo rts to stabilize education funding.

The vast m ajority in the education community and the public support recent education 
reforms-standards and testing o f  those standards. A laska has made rem arkab le gains in 
these areas. Schools are reporting significant changes in the way they do business. A laska 
schools are requesting the support and resources necessary to ensure that every c lassroom  
is prepared to de liver on the promise that no ch ild  is le ft behind.

Forward thinking w ill maxim ize our financ ia l resources and address the fisca l gap. 
Forward thinking can create a plan fo r  a fu tu re that doesn’ t include cutting essential 
education services to ou r children. SB  165 is a step in the right direction.



T X J T 7
J L

F O L L O W I N G

D O C U M E N T ( S )

A R E

P O O R

O R I G I N A L

C O P I E S



I i • •* v •* ’ ‘' *introduced ty: Msnagar Jawan
Pxjueated by; A$»ombtyAssombty 

Borough Clerk 
04/06/2001 
04/06/2001

Drafted by: 
Introduced: 
Adopted:

KODIAK ISLAND BOROUGH 
RESOLUTION NO. 2001-23

A RESOLUTION OF THE ASSEMBLY OF THE KODIAK ISLAND BOROUGH 
SUPPORTING SENATE BILL 165 CREATING AN EDUCATION HEAD TAX  

AS PART OF SENATE BILL 1 AS A COMPREHENSIVE APPROACH 
TO FILL ALASKA'S MOUNTING BUDGET GAP

WHEREAS, Senate Bill 165 would impose an annual tax of $100 on each Alaskan 
worker age 19 or older, including the self-employed; and

WHEREAS, the collected revenue woe’ 1 be deposited into the state's general fund 
and accounted for separately. In turn, the legislature may then appropriate the 
collected revenue, as set forth in this section, to education funding; and

WHEREAS, the Department of Revenue would collect between $35 and $36 million 
annually In new revenue; and ..

WHEREAS, Senate Bill 1 needs to generate $29 million to increase the base student 
allocation for school funding; and the revenue raised would cover the $29 million costs 
proposed in Senate Bill 1 which would increase funding for education;

NOW. THEREFORE, BE IT RESOLVED BY THE KODIAK ISLAND BOROUGH 
ASSEMBLY that the Kodiak Island Borough Assembly urges the Twenty-Second 
Legislature to adopt Senate Bill 165.

ADOPTED BY THE ASSEMBLY OF THE KODIAK ISLAND BOROUGH
THIS FIFTH DAY OF APRIL, 2001

ATTEST:

Kodiak Island Borough. Alaska Resolution No. 2001-23
Pag* 1 of 1
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PO Boat 179 
Sitka, Alaska 99B3B 

Phone: (907) 747-8622 
Pas (907) 966-1260

April 2, 2001

Senator Alan Au storm an 
State Capitol 
Juneau. AK 98801-11B2

Dear Senator Aueterman:

It Is a pleasure to endorse your latest bill, SB 166, Head Tax.
There ha* been far too lltHe discussion about a long-totm fiscal plan which must include new sources 
of revenue. I see this bill simply as e re-instotement of the old “school tax’, adjusted for inflation over ► 
the time to wes originally Instituted.
I applaud you for the leadership you are showing by being involved with colleagues who share your 
interest In the development of a fiscal plan. I am certain that the Sitka School District Board of 
Education will support your efforts In any way they can.

Sincerely,

"Educating Today's Children to Become Tomorrow's Leaders"



înformation

,> Subject: R e: inform ation
D ate: Mon, 19 M ar 2001 11:38:25 -0900 

F rom : Larry Pcrsily <Lar17_Persily@revenue.state.ak.us>
O rgan ization : Department of Revenue

To: Suzanne Hancock <Suzanne_Hancock@ legis.state.ak.us>
C C: Stephen C Slotnick <neil_slotnick@ revenue.state.ak.us>,

Brett Fried <brett_fried@ revenue.state.ak.us>,
Larry Meyers < larry_meyers@revenue.state.ak.us>

Suzanne,

Our recollection of the old $10 school head tax is as follows:

* Every wage earner in the state paid the $10 out of his or her first 
paycheck.
* Employers collected and remitted the money.
* Workers who had more than one job during a calendar year would have the 
$10 deducted from the first paycheck at each job and could apply for refunds 
from the state (though few did).
* Self-employed Alaskans paid the $10 as part of their personal income tax 
return.
* Non-working Alaskans did not pay the tax.

If you reimposed the tax at $100 per worker, to be deducted from the first 
paycheck of every wage earner:

* You would collect between $35 millidn and $36 million a year.
* You would have to set up a system for refunds to workers who had multiple 
jobs, unless you wanted them to pay $100 for each job. Although few people 
filed for the $10 refunds, we would expect most people would file for the 
$100 refunds.
* And you would have a problem collecting from self-employed Alaskans and 
out-of-staters. Without an income tax return, you would have to set up a 
self-reporting return to collect the $100 from such people.

As for cost of administering the problem, it would be easiest if you didn't 
bother with self-employed Alaskans. You could then have the employers handle 
all the work and report and remit the money through the quarterly employment 
security (unemployment taxes) report. We'd guess at maybe $500,000 a year to 
process, collect, audit, etc.

But, if you wanted to be fair and charge the same $100 tax to self-employed 
Alaskans and out-of-staters, you would need tax returns and staff at Revenue
to handle the workload (and to keep taxpayers honest, especially^_
self-employed pfeople who live out of state) . Such a tax program could run 
maybe $2 million a year to administer.

Let me know if you have any questions.

Larry

mailto:Lar17_Persily@revenue.state.ak.us
mailto:Suzanne_Hancock@legis.state.ak.us
mailto:neil_slotnick@revenue.state.ak.us
mailto:brett_fried@revenue.state.ak.us
mailto:larry_meyers@revenue.state.ak.us


FISCAL NOTE
S T A T E  O F  A L A S K A
2001 L E G IS L A T IV E  S E S S IO N

Revision Date/Time (Note if correction): 
Title: Education Tax on Employment

Dept. Affected:
|BRU: _____
Component:_____

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

HB 229

Revenue
Revenue Operations
Tax Division

Sponsor:
Requester:

Representative Stevens
House Labor and Commerce

Expenditures/Revenues

Component Number: 

(Thousands of Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

432.5 535.3 535.3 535.3 535.3 535.3
21.0 21.0 21.0 21.0 21.0 21.0

282.7 122.7 122.7 122.7 122.7 122.7
10.0 10.0 10.0 10.0 10.0

86.3 7.5

TOTAL OPERATING 822.5 696.5 689.0 689.0 689.0 689.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES (Increase) | 0.0 | 38,216.1 | 38,216.1 | 38,216.1 | 38,216.1 | 38,216.1
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

822.5 696.5 689.0 689.0 689.0 689.0

TOTAL 822.5 696.5 689.0 689.0 689.0 689.0

Estimate of any current year (FY2001) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal:

POSITIONS
Full-time 7 8 8 8 8 8
Part-time
TemDorary 8 8 8 8 8 8

ANALYSIS: (Attach a separate page if necessary)
Revenue projection assumes taxpayers will not pay until Feb 1, 2003. See attached bill analysis for more 
information.

The department projects it will need eight full-time permanent workers to operate the new tax program, 
and eight temporary clerks during the tax season. The personnel would range from clerks at Range 8 to a 
section chief, a Revenue Auditor V, at Range 22.

Prepared by: 
Division
Approved by: 
Agency

(Rov 2/7/2001 OMB)

Carl Meyer & Michael Williams, Revenue Auditors 
Tax Division_______________________
Larry Persily, Deputy Commissioner_________
Department of Revenue________________

Phone 465-3682
Date/Time April 23, 2001, 1 p.m. 

Date 04/23/2001

For distribution Information, call the Governor’s Legislative Office
Page 1 o f  4_



D e p a r tm e n t  o f  R e v e n u e  F is c a l  N o te
E d u c a t io n  T a x  o n  E m p lo y m e n t  - H B  2 2 9
P re p a re d  April 2 3 , 2001

Discussion

Section 1 amends AS 43 by adding a new chapter to impose an education tax.

AS 43.45.011 provides that the tax is $100 a year on each individual 19 years of age or 
older who is employed or self-employed in the state.

AS 43.45.021 provides that every employer is to deduct $50 from each employee's 
wages in each of the first two regular payrolls of the tax year, or the first two payrolls 
following employment. The employer must then remit the tax deducted to the 
department. A taxpayer remits the tax before February 1 of the year following the year 
for which the tax is imposed. No deduction may be made if the employee can prove to 
the employer that the $100 tax has previously been paid. The department is to provide 
a return form for the employer to remit the tax.

AS 43.45.031 provides that an employer, upon request of the employee, shall furnish a 
record of the tax withheld from the employee. The department is to provide a form for 
this purpose.

AS 43.45.041 provides that the tax shall be deposited into the state General Fund, 
accounted for separately, and may be appropriated by the legislature for education.
The deposit and appropriation is not intended to create a dedicated fund.

Sect'on 2 provides that the tax takes effect on January 1, 200 2 .

Analysis

We presume the intent of the bill is not to apportion the tax based upon days or months 
worked during the year, but rather to levy the full $100  tax on an individual who is either 
employed or self-employed on any day during the tax year. Therefore, it is possible for 
the tax to exceed the wages if an individual works only a day or two during the tax year.

It is also possible that the $50 required to be withheld in the first two payroll periods will 
exceed the actual amount of the earned wages. Since the employer is only required to 
deduct the tax from the first two payrolls of the employee, it is unclear whether the 
employer must continue to withhold in subsequent payrolls or whether the employee 
must remit the additional tax. However, we note there is no provision in the bill for an 
employee to make payment of any tax owing.



Generally, taxpayers will have use of the tax for a period of one year from the time the 
tax liability is incurred before it is required to be remitted to the department. This could 
place uncollected tax at risk if a taxpayer becomes insolvent or leaves the state.

The bill requires an employer to deduct the tax and send it to the department on a return 
form provided by the department. There is no express due date in the bill for the 
remittance of the tax withheld, other than February 1, 2003.

An individual working two jobs at the beginning of the year will have both employers 
withhold $50 in tax in the first payroll period. Since the two jobs cover the same time 
period, the employee will not be able to prove to either employer that the tax has 
already been paid. The employee may then establish in the second payroll period that 
the entire tax has already been paid so that neither employer needs to withhold any 
further tax.

We see no compelling reason why the department needs to provide a form for an 
employer to furnish to an employee showing the amount of tax withheld. The payroll 
check issued to the employee should show all amounts withheld from compensation 
and that should be a sufficient record of withholding.

The department interprets "employed in the state" to include individuals who receive 
compensation for personal services rendered in the state but who otherwise may be 
considered employed in another state for such things as unemployment insurance, as 
well as self employed individuals who engage in business activities in the state.

The bill as written would appear to apply to United States military personnel on active 
duty in the state but who retain a legal residence in another state. The Soldiers' and 
Sailors' Civil Relief Act of 1940 (50 U.S.C.) may preclude the application of the tax to 
these individuals.

The bill provides that the tax liability is that of the individual and the employer only has 
the obligation to deduct the tax and remit it to the department. The tax liability is not 
that of the employer as the employer is not the taxpayer. If the employer fails to meet 
the remittance obligation, or fails to do so timely, the state may proceed under AS 
43.05.220 to collect the amount required to be deducted and remitted, but there does 
not appear to be any civil penalty or interest provisions that would apply to the 
employer. The department believes that AS 43.05.220(a) and AS 43.05.225 should 
apply to the amounts required to be remitted by the employer.

Revenue Projection

The Alaska Department of Labor estimates that in 1999 the number of resident and 
nonresident workers with unique Social Security numbers was 358,729. This differs 
from the 1999 Alaska Department of Labor annual average monthly employment



estimate of 274,570 because it is a measurement of the number of unique workers not 
jobs. For example, in any given year a business might employ more than one worker 
for the same job. However, this does riot include the estimated 16,829 federal 
government workers or 32,298 self-employed workers.

The data on self-employed workers is from the Internal Revenue Service and is 
adjusted for individuals who might have more than one job or not have any earnings in a 
particular year. The number of federal workers comes from the Department of Labor. 
The total number of workers is then reduced by 25,695 to account for workers under the 
age of 19.

p r e p a r e d  b y  C a r l  M e y e r  a n d  M i c h a e l  W i l l i a m s



FISCAL NOTE
STATE OF ALASKA
2002 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):____
Title: Education Tax on Employment

Dept. Affected:___
BRU: _____
Component:_____

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

HB 229

Revenue
Revenue Operations
Tax Division

Sponsor:
Requester;

Representative Stevens
House Labor and Commerce Component Number: 2476

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

351.5 456.6 456.6 456.6 456.6 456.6
9.0 9.0 9.0 9.0 S.O 9.0

123.0 155.0 155.0 155.0 155.0 155.0
7.5 10.0 10.0 10.0 10.0 10.0

120.0

TOTAL OPERATING 611.0 630.6 630.6 630.6 630.6 630.6
CAPITAL EXPENDITURES 175.0 j'
ICHANGE IN REVENUES (Increase) | 0.0 | 38,732.7 | 38,732.7 | 38,732.7 | 38,732.7 | 38,73217

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

786.0 630.6 630.6 630.6 630.6 630.6

TOTAL 786.0 630.6 630.6 630.6 630.6 630.6

Estimate of any current year (FY2002) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal:

POSITIONS
Full-time 8 8 8 8 8 8
Part-time
Temporary 7 7 7 7 7 7
ANALYSIS: (Attach a separate page if necessary)
Revenue's projections for this fiscal note assume that the state would not collect tax money under this 
legislation until Feb 1, 2004 (the tax would be due by February 1 of the calendar year following the year for
which the tax was imposed). This fiscal note is based on the assumption that the effective date of this 
legislation -  January 1, 2002 -- would be changed to January 1, 2003, as January 1, 2002 already has 
passed. See attached bill analysis for more information.

The department projects it will need eight full-time permanent workers to operate the new tax program 
and seven temporary clerks during the tax season. The personnel would range from clerks at Range 8 to 
a prog: n manager at Range 18.

Prepare av Carl Meyer & Michael Williams, Revenue Auditors  Phone 465-3682_________
Division Tax Division  Date/Time 02/11/2002 3 p.m.
Approved by: Larry Persily. Deputy Commissioner_____________________ Date 2/11/02__________
Agency Department of Revenue________________________

F o r  distribution information, call the Governor’s  Legislative Office

Page 1 o f  3_



Education Tax on Employment 
HB 229
February 11,2002 
Page 2 of 3

Discussion
Section 1 amends AS 43 by adding a new chapter to impose an education tax.

AS 43.45.011 provides that the tax is $100 a yeJr on each individual 19 years of age or older who is 
employed or self-employed in the state.

AS 43.45.021 provides that an employer is to deduct $50 from each employee's wages in each of 
the first two regular payrolls of the tax year, or the first two payrolls following employment. The 
employer must then remit the tax deducted to the department. A taxpayer remits the tax before 
February 1 of the year following the year for which the tax is imposed. No deduction may be made 
if the employee can prove to the employer that the $100 tax has previously been paid. The 
department is to provide a return form for the employer to remit the tax.

AS 43.45.031 provides that an employer, upon request of the employee, shall furnish a record of the 
tax withheld from the employee. The department is to provide a form for this purpose.

AS 43.45.041 provides that the tax shall be deposited into the general fund, accounted for 
separately, and may be appropriated by the legislature for education. The deposit and appropriation 
is not intended to create a dedicated fund.

Section 2 provides that the tax takes effect on January 1, 2002. However, for the revenue and cost 
projections, the Department of Revenue assumes that the effective date will be changed to January 
1, 2003.

Analysis
We presume the intent of the bill is not to apportion the tax based upon days or months worked 
during the year, but rather to levy the full $100 tax on an individual who is either employed or self- 
employed on any day during the tax year. Therefore, it is possible for the tax to exceed the wages 
if an individual works only a day or two during the tax year.

It is also possible that the $50 required to be withheld in the first two payroll periods will exceed the 
actual amount of the earned wages. Since the employer is only required to deduct the tax from the 
first two payrolls, it is unclear whether the employer must continue to withhold in subsequent 
payrolls or whether the employee must remit the additional tax. However, we note there is no 
provision in the bill for an employee to make payment of any tax owing.

Generally, taxpayers will have use of the tax for a period of one year from the time the tax liability is 
incurred before it is required to be remitted to the department. This could place collected tax at risk 
when a taxpayer becomes insolvent or leaves the state.

The bill requires an employer to deduct the tax and send it to the department on a return form 
provided by the department. There is no express due date in the bill for the remittance of the tax 
withheld, other than February 1, 2004 [February 1, 2003].

Prepared by Carl Meyer and Michael Williams



Education Tax on Employment 
HB 229
February 11,2002 
Page 3 of 3

An individual working two jobs at the beginning of the year will have both employers withhold $50 in 
tax in the first payroll period. Since the two jobs cover the same time period, the employee will not be 
able to prove to either employer that the tax has already been paid. The employee may then 
establish in the second payroll period that the entire tax has already been paid so that neither 
employer needs to withhold any further tax.

We see no compelling reason why the department needs to provide a form for an employer to furnish 
to an employee showing the amount of tax withheld. The payroll check issued to the employee 
should show all amounts withheld from compensation and that should be a sufficient record of 
withholding.

The department interprets "employed in the state" to include individuals who receive compensation 
for personal services rendered in the state but who otherwise may be considered employed in 
another state for such things as unemployment insurance, as well as self-employed individuals who 
engage in business activities in the state.

The bill as written would appear to apply to United States military personnel on active duty in the 
slate but who retain a legal residence in another state. The Soldiers' and Sailors' Civil Relief Act of 
1940 (50 U.S.C.) may preclude the application of the tax to these individuals.

The bill provides that the tax liability is that of the individual and the employer only has the obligation 
to deduct the tax and remit it to the department. The tax liability is not that of the employer as the 
employer is not the taxpayer. If the employer fails to meet the remittance obligation, or fails to do so 
timely, the state may proceed under AS 43.05.220 to collect the amount required to be deducted and 
remitted, but there does not appear to be any civil penalty or interest provisions that would apply to 
the employer. The department believes that AS 43.05.220(a) and AS 43.05.225 should apply to the 
amounts required to be remitted by the employer.

Revenue
The Alaska Department of Labor estimates that in 2000 the number of resident and nonresident 
workers with unique Social Security numbers was 362,873. This differs from the 2000 Alaska 
Department of Labor annual average monthly employment estimate of 284,000 because it is a 
measurement of the number of unique workers, not jobs. For example, in any given year a business 
might employ more than one worker for the same job. However, this does not include the estimated 
16,700 federal government workers or 33,796 self-employed workers.

The data on self-employed workers is from the Internal Revenue Service and is adjusted for 
individuals that might have more than one job or not have any earnings in a particular year. The 
number of federal workers comes from the Department of Labor. The total number of workers is 
then reduced by 26,042 to account for workers under the age of 19.

Prepared by Carl Meyer and Michael Williams



H B  281 C iv il L ia b ility  fo r  P ro v id in g  A lco h o l

T itle  an d  D e sc r ip tio n  o f E ffected  S ta tu te s

AS 04.11.Of 0 License or permit required to manufacture, sell, and possess for sale 
alcohol.
A S 04.11.080 T ypes o f licenses o r p e rm its  req u ired  to  m an u fac tu re , sell, a n d  
po ssess fo r sa le  alcohol
A S 04.11.090-04.11.220 D escrip tion  o f each license an d  p e rm it re q u ire d  to  
m a n u fac tu re , sel n d  possess fo r sa le  alcohol 
A S 04.16.030 P roh ib ited  co n d u c t re la tin g  to d ru n k en  p e rso n s  
A S 04.21.050 P roo f of age req u ired
A S 04.16.051 F u rn ish in g  o r d e liv e ry  o f alcoholic beverages to  p e rso n s  u n d e r  21 
*AS 04.21.020 C ivil liab ility  o f p e rso n s  p ro v id in g  alcohol to  p e rso n s  u n d e r  21
(a) A  p e rso n  w h o  p ro v id es  alcoholic b everages to  an o th e r p e rso n  m ay  n o t be 

h e ld  c iv illy  liable for in juries re su ltin g  from  the in tox ication  o f  th a t  p e rso n  
u n less  th e  p e rso n  w h o  p ro v id e s  th e  alcoholic beverages h o ld s  a license 
a u th o riz e d  u n d e r  AS 04.11.080-04.11.220, o r is an  ag en t o r em p lo y ee  o f su ch  a 
license an d

(1 ) th e  alcoholic bev erag es a re  p ro v id ed  to  a p e rso n  u n d e r  th e  ag e  fo 2 1  
y ears  in  v io la tion  of AS 04.16.051, un less th e  licensee, a g e n t, o r 
em p lo yee  secures in  g o o d  faith  from  the p e rso n  a s ig n ed  s ta tem en t, 
liq u o r id en tifica tion  ca rd , o r d riv e r 's  license m ee tin g  th e  re q u ire m e n ts  
o f AS 04.21.050(a) a n d  (b), th a t ind ica tes th a t th e  p e rso n  is 21 y e a rs  of 
ag e  o r o lder; o r

(2 ) th e  alcoholic b everages a re  p ro v id ed  to  a d ru n k e n  p e rso n  in  v io la tio n  
o f AS 04.16.030.

(b) N o tw ith s ta n d in g  (a) o f th is section , a p e rso n  w ho  sells o r b a r te rs  a n  alcoholic 
b ev e rag e  to  a n o th e r p e rso n  in  v io la tion  of AS 04.11.010 is s tric tly  liab le  (1) to 
th e  recep ien t o r an o th e r p e rso n  fo r civil d am ag es if, u n d e r  th e  in flu en ce  of the  
alcoho lic  b everage , th e  p e rso n  receiv ing  the alcoholic b e v e rag e  en g ag es  in  
c o n d u c t th a t resu lts  in  civil d a m ag es  an d  th e  rec ip ien t's  b e in g  u n d e r  th e  
in fluence  of th e  alcoholic b e v e rag e  su b stan tia lly  co n trib u tes  to  th e  civ il 
d am ag es ; a n d  (2 ) fo r the cost to  th e  sta te  o r a political su b d iv is io n  o f  th e  s ta te  
to  c rim in a lly  p ro secu te  a p e rso n  w h o  receives an  alcoholic b e v e rag e  fro m  a 
p e rso n  w h o  v io la tes AS 04.11.010 if the p ro secu tio n  re su lts  fro m  th e  v io la tio n  
o f AS 04.11.010 described  in  th is  subsection . In  th is su bsec tio n , "civ il 
d a m a g e s"  in c lud es d am ag es fo r p e rso n a l in jury , dea th , o r in ju ry  to  p ro p e r ty  
o f a p e rso n , in c lu d in g  the s ta te  o r  a po litical su b d iv is io n  o f th e  state.

(c) In  th e  ac tion  u n d e r  (b) o f th is  section , it is n o t a defense th a t th e  p e rso n  
rece iv in g  the alcoholic b ev e rag e  v o lu n ta rily  co nsu m ed  th e  alcoho lic  b ev erag e  
o r  th a t th e  p e rso n  receiv ing  th e  alcoholic beverage  w as v o lu n ta rily  u n d e r  the 
in flu en ce  of th e  alcoholic b e v erag e .


