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CIGARETTE & TOBACCO TAX INCREASE — INITIATIVE NO 149

Other Fiscal Issues To Consider

Clgaret_te & Tobacco Tax Increase — Initiative 149

INTRODUCTION | — e é
On November 2, 2004, the electorate Cigarette and Tobacco Tax Rates
adopted the cigarette and tobacco tax Old Law vs. New Law
B . B . OldLaw MNew Law Percent
increase contained in Initiative 149 (1-149). | commodity Unit Tax Rate_ Tax Rate Change  Change
ThIS InItIaIIVS- II'ICFB-GSGS the ' tax on a“ " Cigarette Tax Per 20 Count Pack $0.70 ' 51.70 $1.00  1429%
tobacco products (cigarettes, moist snuff, | moistSmuffTax Per Ounce $050  S0.85  $0.35  70.0%
Other Tobacco Products Per Vaiue 25.0% s0.0% 25.0%  100.0% -

and other ftobacco products) and also

changes the distribution of the tax proceeds.

The tax rate on cigarsttes is increased from $0.70 per 20-count pack to $1.70 per pack oran increase j
“of 142.9 percent. The tax on moist snuff is also increased from:$0.50 per ounce to $0.85 per ounce for 1‘
. an increase of 70.0 percent. The tax on all other tobacco products is increased from 25 percent.of.the :

value of the commodity to 50 percent of the value, or a 100 percent increase. The effective date of the .
_initiative is "January 1, 2005, and applies to all tobacco products received by wholesalers after
. December 21, 2004. F:gure 3 compares the tax rates under the.old Iaw versus the new law. )

ESTIMATED REVENUE - | o
‘The estimated revenue collections shown . in Figure 4 are based on the assumptions adopted by the
" Revenue and Transportation Interim Committee (RTIC) on November 16, 2004. The assumptions used i
in estimating tobacco taxes included cigarette and tobacco consumption, the change in this ¥
consumption due to the increase in the tax rates, and the tribal revenue sharing agreements. The
consumption estlmates (prior to 1-149) were based on Montana adult population and the historical
consumption decline rates..

- Figure 4
Cigarette and Tobacco Tax Revenue Estimates
Based on Revenue & Tmnsportatlon Interim Committee Assumptions
Ofd Law vs, New Law / Fiscal 2005, 2006, 2007
o . T Millions
N A . FY 2005 FY 2005 FY 2006 FY 2006 FY 2067 FY 2007 3 Yeams 3 Years
) ‘Cigarette Tax OldLaw Newlaw Oldlaw Newlaw OidLsw Newlaw OidLaw, NewLaw
“Tribal Paymeats . 0.803 0.803 1.195 1.735 1.166 2.234 3.164 4,772
Geaeral Fund S 34.639 34.608 33321 33.193 32.397 32.030 100,357 99.831
Long-Range Building Program 1.704 1.849 1.63% 1.914 1.594 1.847 4937 5610 -
. State Veterans' Nursing Home * 3.289 4826 3.164 4.109 3.077 5.895 530 16.830
Health & Mediceid Initiatives 0900 16867 0000 32383 Q000  AL249 . 0000 D499
Totals ’ $40.435 558953  $39.319 575334  $38234  §73.255 $i17.938 3207542
Change . $IBS18 $36.015 $35.021 $85.554 )
Moist Snuff & Other Tobacee Tax
“Ttibal Payments 0085 0085 ., 0407 0163 QKD 0223 032 047 8
General Fund -~ ' 31.687 3.677 3.760 3779 3BsS 3.847 11302 11303
Health & Medicaid Initiatives 0.000 185! 0.000 3779 0 0000 3BT 0000 0487 :
Totals $3.772 $5.623  $3.867 £7.121 $3.965 7917 311604 $21261
Chemnge . 31.851 ! 33854 33.952 - §9.857 - :
ATl Tobacce Taxes Combined $44.207  S54.576  $43.186  383.055  B42.19%  §B1.i72 $129.552 $228.803
Change 520,359 : I35.869 338.973 399.211 4
* The greatet 033 percem of 52,6 million. Excess above $2.0 million i the end of fiscal year is refamed fo the gencral fand. ;
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