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LEGISLATIVE GENERAL COUNSEL H.B. 238
€, Approved for Filing: C.J. Dupont €. 1st Sub. (Buff)
¢, 01-17-027.56 AM ¢,

Representative Carl R. Saunder s proposes the following substitute bill:

CIGARETTE AND TOBACCO TAX

AMENDMENTS

2002 GENERAL SESSION
STATE OF UTAH

Sponsor: Carl R. Saunders

Thisact modifiesthe Cigarette and Tobacco Tax and Licensing Act. Thisact increasesthe
rates of tax levied on cigar ettes and other tobacco products and specifies how a portion of
any increasein cigarette tax revenues will be used. Thisact provides an effective date.
This act affects sections of Utah Code Annotated 1953 as follows:
AMENDS:

59-14-204, as last amended by Chapter 190, Laws of Utah 2000

59-14-205, as last amended by Chapter 190, Laws of Utah 2000

59-14-302, as renumbered and amended by Chapter 2, Laws of Utah 1987
ENACTS:

59-14-204.5, Utah Code Annotated 1953
Be it enacted by the Legidature of the state of Utah:

Section 1. Section 59-14-204 is amended to read:

59-14-204. Tax basis-- Rate-- Futureincrease -- Restricted account -- Use of
revenues.

(1) Except for cigarettes described under Section 59-14-210, thereis levied atax upon the
sale, use, or storage of cigarettesin the state.

(2) [Fhe] (@) Until May 14, 2002, the rates of the tax levied under Subsection (1) are:

[€a)] (1) 2.575 cents on each cigarette, for al cigarettes weighing not more than three

pounds per thousand cigarettes; and
[{by] (ii) 3.175 cents on each cigarette, for all cigarettes weighing in excess of three pounds
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per thousand cigarettes.
(b) Beginning May 15, 2002, the rates of the tax levied under Subsection (1) are:
(i) 4.075 cents on each cigarette, for all cigarettes weighing not more than three pounds

per thousand cigarettes; and

(ii) 4.675 cents on each cigarette, for all cigarettes weighing in excess of three pounds per

thousand cigarettes.
(3) Thetax levied under Subsection (1) shall be paid by the manufacturer, jobber,
distributor, wholesder, retailer, user, or consumer.

(4) Thetax rates specified in this section shall be increased by the commission by the same
amount as any future reduction in the federal excise tax on cigarettes.

(5) (&) Thereis created within the General Fund arestricted account known as the
"Cigarette Tax Restricted Account.”

(b) Beginning on July 1, 1998, $250,000 of the revenues generated by the increase in the
cigarette tax under this section enacted during the 1997 Annua General Session shall be annually
deposited into the account.

(c) The Department of Health shall expend the funds in the account for a tobacco
prevention and control media campaign targeted towards children.

(d) The following amounts of tax levied under Subsection (1) shall be deposited in the
Cigarette Tax Restricted Account:

(i) an amount equal to atax of 0.5 cents on each cigarette taxed under Subsection (1), to

be annually appropriated to the Department of Health for tobacco prevention, reduction, cessation,

and control programs;

(ii) _an amount equal to atax of 0.25 cents on each cigarette taxed under Subsection (1),

to be annually appropriated to the University of Utah Health Sciences Center for the Huntsman

Cancer Institute for cancer research; and

(iii) an amount equal to atax of 0.25 cents on each cigarette taxed under Subsection (1),
to be annually appropriated to the Medical Education Council for medical education at the
University of Utah School of Medicine.

(e) Any balance remaining in the Cigarette Tax Restricted Account at the end of the fiscal

year shall be appropriated during the next fiscal year for the purposes set forth in Subsections

(5)(d)(i) through (5)(d)(iii) in proportion to the amount of revenue deposited into the account for
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each purpose.
(f) _The Legidature shall give particular consideration to appropriating any revenues

resulting from the change in tax rates under Subsection (2) adopted during the 2002 Annual

General Session and not otherwise appropriated pursuant to Subsection (5)(d) to enhance Medicaid

provider reimbursement rates and medical coverage for the uninsured.

Section 2. Section 59-14-204.5 is enacted to read:

59-14-204.5. Additional tax on cigarette ssampson May 15, 2002.

(1) In addition to the tax levied by Section 59-14-204, thereis atax imposed on the stamps
in the possession of manufacturers, distributors, wholesalers, and retail dealers on May 15, 2002

whether or not the stamps are affixed to cigarettes on May 15, 2002.

(2) The tax imposed by this section shall be equal to the difference between the tax rate
imposed by Section 59-14-204 before May 15, 2002 and the tax rate imposed by Section
59-14-204 on May 15, 2002, multiplied by the number of stampsin the possession of the
manufacturer, distributor, wholesaler and retail dealer on May 15, 2002.

(3) A manufacturer, distributor, wholesaler, or retail dealer required to pay the tax imposed

by this section shall complete atax return and submit the return and payment to the commission
on or before June 1, 2002.

(4) A person failing to properly pay the tax imposed by this section shall be subject to the
penalties and interest of Sections 59-1-401 and 59-1-402.

(5) The tax imposed by this section is exempt from the stamping requirements of Section
59-14-205.

(6) The revenue from the tax imposed by this section shall be deposited into the Cigarette
Tax Restricted Account and appropriated in accordance with Subsections 59-14-204(5)(d) through

(f).

Section 3. Section 59-14-205 is amended to read:

59-14-205. Stamping procedure -- Rules -- Exceptions.

(1) [Fhe] Except as provided in Section 59-14-204.5, the taxes imposed on cigarettes by
this chapter shall be paid by affixing stamps in the manner and at the time prescribed in this

section, unless otherwise required by rules promulgated by the commission.
(2) All manufacturers, distributors, wholesalers, and retail dealers shall securely affix the
stamps to each individual package or container of cigarettes.
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(3) Stampsshall be securely affixed to each individual package within 72 hours after any
of the cigarettes are received by any wholesaler, distributor, or retailer within the state. Al
cigarettes shall be stamped before sale within the state. If products subject to this chapter are
manufactured within the state they shall be stamped by the manufacturer when and as sold.

(4) The commission may, whereit is practical and reasonable for the enforcement of the
collection of taxes, promulgate rules to permit any of the articles taxable under this chapter to
remain unstamped in the hands of the wholesaler or distributor until the original case or crate is
broken, unpacked, or sold.

(5) The commission may permit any manufacturer, wholesaler, or distributor to sell and
export to aregular dealer in these articles outside the state, any of the articles without affixing the
stamps. Where the articles are allowed to remain unstamped in the hands of the wholesaler or
distributor, the commission may require the wholesaler or distributor to secure a surety bond from
a surety company authorized to do businessin this state. The bond shall be conditioned to secure
the payment of all taxes and penalties provided in this chapter.

(6) No manufacturer, distributor, wholesaler, or retail dealer may remove, conceal, or
obscure a cigarette package:

(a) notice described under Subsection 59-14-210(1)(a)(i); or

(b) warning label not in compliance with 15 U.S.C. 1333 of the Federal Cigarette Labeling
and Advertising Act.

(7) Any person failing to properly affix and cancel stamps to the cigarettes under rules
promulgated by the commission, may be required by the commission to pay as part of thetax, a
penalty of $25 for each offense, to be assessed and collected by the commission as provided in
Section 59-14-405. Each article, package, or container found not having proper stamps affixed to
it shall be deemed a separate offense. The presence of any package or container in a place of
business conducting retail sales shall be prima facie evidence that it is intended for sale and subject
to taxes under this chapter.

Section 4. Section 59-14-302 is amended to read:

59-14-302. Tax basis-- Rate.

(1) Thereislevied atax upon the sale, use, or storage of tobacco products in the state. The
rate of the tax is [35%)] 55% of the manufacturer's sales price. The sales price is the amount
charged by the manufacturer less all discounts, and includes original Utah destination freight
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charges, whether the product is shipped f.o.b. origin or f.0.b. destination and regardless of who

pays the freight charge.
(2) Thetax levied under Subsection (1) shall be paid by the manufacturer, jobber,
distributor, wholesaler, retailer, user, or consumer.

Section 5. Effective date.

This act takes effect on May 6, 2002, except that Section 59-14-302 takes effect on July

1, 2002.




