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MINUTES OF THE HOUSE TAXATION COMMITTEE.

The meeting was called to order by Chairperson John Edmonds at 9:00 a.m. on March 18, 2003 in Room
519-S of the Capitol.

All members were present except: Representative Vaughn Flora

Committee staff present: Chris Courtwright, Legislative Research Dept.
April Holman, Legislative Research Dept.
Gordon Self, Office of the Revisor of Statutes
Carol Doel, Committee Secretary

Conferees appearing before the committee: ' Representative David Huff
Representative Stephanie Sharp
Kathy Damron - Phillip Morris
Kevin Walker - Tobacco Free Kansas
Tom Palace - Convenience Store Association
Tom Whitaker - Kansas Motor Carriers
Ron Heins - Legislative Counsel for R.J.
Reynolds Tobacco Company

Others attending: See attached list

Chairman Edmonds opened the meeting calling for bill introductions. Hearing none, the meeting was opened
for public hearings on HB 2422 - Prohibiting certain shipment or transport of cigarettes.

The Chairman asked for approval of minutes from 3-5, 3-6 and 3-7. Representative Larkin made a motion
to adopt the minutes as read. Representative Owens seconded the motion. Minutes were adopted.

Representative Huff appeared before the committee with testimony in favor of HB 2422. His testimony
reports that passage of this bill would help in making it more difficult for underage persons to obtain cigarettes
and secondly and most important the bill will force the purchasers of cigarettes to purchase their cigarettes
in Kansas and protect our tax base that we impose on cigarette sales. (Attachmentl) Also included in
Representative Huff’s testimony was an E-Commerce report entitled Sales of Cigarettes Online Hit written
by Bob Tedeschi (Attachment 2)

Representative Stephanie Sharp testified in support of HB 2422 which she stated was a bill that protects the
health of Kansas children, the livelihood of Kansas businesses, and maximizes the state’s ability to collect
excise tax revenue. (Attachment 3)

Representing Philip Morris was Kathy Darmon as a proponent for HB 2422. As a part of Philip Morris’
commitment to responsible retailing, they believe that consumer cigarette sales should occur where there is
reliable age verification, such as in face-to-face transactions with adult smokers. They also believe that
cigarettes should be sold in compliance with the terms of the MSA (Master Settlement Act) and all applicable
laws. (Attachment 4) Philip Mortis also has adopted a Statement of Principles regarding internet and a
commercial direct mail tobacco sales legislation. (Attachment 5)

President of the Tobacco Free Kansas Coalition, Kevin Walker, appeared before the committee in support of
HB 2422. The coalition includes more than 125 organizations. The urge the State of Kansas to pass this bill
and encourage them to include all tobacco products such as loose tobacco, chewing tobacco and cigars.
(Attachment 6)

Tom Palace, Executive Director of the Petroleum Marketers and Convenience Store Association of Kansas
was next to present testimony in conceptual support of HB 2422. They conceptually support a legislative
proposal to make transporting of cigarettes to those other than licensed retailers or warehouse operators an
unlawful act. The question of acceptable levels of civil fines for common or contract carrier violations can
best be answered by representatives of the transportation industry. (Attachment 7) Mr. Palace also included

Unless specifically noted, the individual remarks recorded herein have not been transeribed verbatim. Individual remarks as reported herein have not been submitted to
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CONTINUATION SHEET

MINUTES OF THE HOUSE TAXATION COMMITTEE at 9:00 am. on March 18, 2003 in Room 519-S
of the Capitol.

in his testimony information from a web site which shows an ordering form as well as several site where
cigarettes can be purchased over the internet. (Attachment 8)

Richard Cram, representing the Department of Revenue, Policy and Research presented testimony in support
of HB 2422. This bill makes the shipment or transport of cigarettes into Kansas illegal if delivered to a person
who was licensed to sell cigarettes as provided by Kansas law; an export warchouse proprietor, or operator
of a customs bonded warehouse pursuant to federal law; or a person who is not a state or federal agent acting
under official duties. Tt outlaws direct sale or shipment of cigarettes to the ultimate consumer in Kansas.
(Attachment 8) The Department suggests two amendments to the bill. (Attachment 9)

Tom Whitaker, Executive Director of Kansas Motor Carriers Association, appeared in opposition to HB 2422
His testimony related that the bill represents an effort to stop the purchase of cigarettes on the internet and
assure collection of Kansas’ cigarette tax. The billis directed to the shipper of cigarettes as well as a common
or contract carrier that transports them. They believe that Kansas law should focus directly on the shipper and
not involve the transporter in possible criminal action. (Attachment 10)

Ron Hein, legislative counsel for R.J. Reynolds Tobacco Company, presented testimony in opposition to
HB 2422. R.J. Reynolds supports legislation to insure that internet and other interstate sales of cigarettes are
handled in a manner that only persons of lawful age are able to obtain cigarettes, and that tobacco excise taxes,
sales taxes, and any other taxes applicable are collected from the entities shipping cigarettes. They do have
concerns about the working of the bill and feel that it would need to be amended before they could support
it. (Attachment 11) They included a copy of the suggested wording with their testimony. (Attachment 12)

With no one further wishing to testify, Chairman Edmonds closed the hearing on HB 2422

The Chairman opened the hearings on HB 2162 - income tax credits for contributions to community service
organizations.

Representative McKinney appeared as a proponent to HB 2162 stating the bill would seek to target 80% of
our community development tax credits to medical services for indigent and foster care to replace some of
the lost state support in these areas. (Attachment 13)

There being no further conferees on HB 2162, Chairman Edmonds closed the meeting for hearings.

With no further business before the committee, Chairman Edmonds adjourned the meeting at 10:33 a.m.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
the individuals appearing before the committee for editing or corrections. Page 2
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HB- 2422

The State of Kansas does a great job of enforcing the
sale of cigarettes to minors. I have also seen our retailers
in action when they I.D. potentially underage purchasers.
They also do a great job. It is so important to discourage
our children any way we can to not start this destructive
habit. There is one other area we need to look at for
underage cigarette sales, The Internet. Buying cigarettes
over the internet has been one way for underage children
to make these purchases. The state of New York passed a
law 1n the year 2000 outlawing internet sales. The law
passed and was signed by the governor. Immediately the
Brown & Williamson Tobacco company sued the state of
New York. The suit went all the way to the court of
appeals which ruled in favor of New York. This law was
largely intended to curb under age smoking which on-line
cigarette sights do little to verify. Number one HB-2422
would help in making it more difficult for underage
persons to obtain cigarettes. Number two and most
important this will force the purchasers of cigarettes to
purchase their cigarettes in Kansas and protect our tax
base that we impose on cigarette sales.

Representative David Huff

House Taxation
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earlier this month, and is likely to go into effect in the coming days.

The law was largely intended to curb under-age smoking, since many
online cigarette sites do little, if anything, to verify the age of customers.
But skeptics point to legislation in other states to enforce online cigarette
tax collection, and say the law's true intent is to protect state coffers, not
coughers.

"We all know this isn't about public health," said Joseph F. Crangle, a
lawyer with Colucci & Gallagher in Buffalo, who has represented online
cigarette sellers from Indian reservations in upstate New York. Mr.
Crangle, who declined to identify his clients' Web sites, said traditional
merchants lobbied Albany to protect the economic interests of both the
state and the merchants, who have lost substantial sales to the online
retailers. The states with some of the highest cigarette taxes have been
among the most aggressive in their pursuit of Internet tobacco
merchants. :

California, which has a tax of 87 cents a pack, enacted two laws this
year aimed largely at online cigarette sellers. The first requires online
retailers to verify that customers are 18 or older, by, among other things,
matching names, addresses and dates of birth to government records.
Online sellers must also accept only checks or credit cards, in part
because other methods of payment, like money orders, are more
accessible to teenagers.

Laura Kaplan, a deputy attorney general for California, said the state had
yet to prosecute a Web site under the law. That could change, though.
"This is a very hot topic right now," she said.

The second new California law is aimed at tax evaders. It requires
Internet and mail-order tobacco sellers who do not collect the state's
excise tax at the time of a California resident's purchase to include on
the outside of the shipping container a notification that the merchant has
told the state about the sale, and that the customer is liable for taxes.

Those who work with the online cigarette sellers differ on how much the
new laws will affect business. Robert Rubin, a Forrester Research
analyst, said online cigarette retailers were likely to flout the law. "States
can get tougher with the regulations, but their ability to police is
limited," Mr. Rubin said. "It's so hard to police because these sites can
pop up and go away so quickly. The anonymity of the Internet is great
for this."

Continued
12| Next>>
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Cigarette Tax, Highest in Nation, Cuts Sales by Half (August 6,2002) $
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SERVING LENEXA AND SHAWNEE

TOPEKA

March 18, 2003

Testimony in support of House Bill 2422
House Committee on Taxation

Thank you for allowing me to testify before you today in support of a bill that protects
the health of Kansas children, the livelihood of Kansas businesses, and maximizes the
state’s ability to collect excise tax revenue.

House Bill 2422, though it has some inconsistencies with other areas of statute which will
be discussed later (lines 34-37), is a progressive attempt to pre-empt underage smoking in
Kansas. When a bill can bring together health advocates, cigarette retailers, and
‘Alcoholic Beverage Control — who enforce cigarette sales laws — and even a cigarette
manufacturer trying to protect their own market share, you have done something good.

This bill is patterned the bill passed by the New York State Assembly and Senate that
withstood a New York Supreme Court legal challenge by Brown & Williamson Tobacco.
It is not the intent of the proposers to hold transporters responsible or liable. 1 encourage
the committee to work with a Revisor to iron out these wrinkles. Additionally, I strongly
suggest amending the language to include tobacco products as well as cigarettes. Kansas
ranks higher than the national average in smokeless tobacco use rates:

* High school boys use smokeless tobacco at a rate of 15.2 percent, which amounts
to 9,300 Kansas boys. The national gverage for high school is 11 percent.

e Four percent (2,400) of middle school boys have already started using spit
tobacco. ;

With this bill, Kansas has the opportunity to set a precedent that protects children,
businesses, and the State General Fund — not something you find very often. To that end,
['urge you to consider HB 2422 favorably with the suggested changes.

House Taxation
Attachment 3
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Stephanie Sharp

From: Stephanie.Walters@Cancer.org
Sent: Tuesday, March 18, 2003 7:56 AM
To: ssharp@ink.org

Subject: NY internet tobacco sales law

Per your request, please contact us for any further information. Thank you.
Stephanie Walters

Legislative and Legal Associate

American Cancer Society

19 Dove St Ste 103

Albany NY 12210

(518) 449-5438 Ext 10

(518) 449-7283

S 1399-ll. Unlawful shipment or transport of cigarettes. 1. It shall

be unlawful for any person engaged in the business of selling cigarettes
to ship or cause to be shipped any cigarettes to any person in this
state who is not: (a) a person licensed as a cigarette tax agent or
wholesale dealer under article twenty of the tax law or registered
retail dealer under section four hundred eighty-a of the tax law; (b) an
export warehouse proprietor pursuant to chapter 52 of the internal
revenue code or an operator of a customs bonded warehouse pursuant to
section 1311 or 1555 of title 19 of the United States Code; or (c) a
person who is an officer, employee or agent of the United States govern-
ment, this state or a department, agency, instrumentality or political
subdivision of the United States or this state, when such person is
acting in accordance with his or her official duties. For purposes of
this subdivision, a person is a licensed or registered agent or dealer
described in paragraph (a) of this subdivision if his or her name
appears on a list of licensed or registered agents or dealers published
by the department of taxation and finance, or if such person is licensed
or registered as an agent or dealer under article twenty of the tax law.

2. It shall be unlawful for any common or contract carrier to knowing-

ly transport cigarettes to any person in this state reasonably believed
by such carrier to be other than a person described in paragraph (a),
(b) or (c) of subdivision one of this section. For purposes of the
preceding sentence, if cigarettes are transported to a home or resi-
dence, it shall be presumed that the common or contract carrier knew
that such person was not a person described in paragraph (a), (b) or (c)
of subdivision one of this section. It shall be unlawful for any other
person to knowingly transport cigarettes to any person in this state,
other than to a person described in paragraph (a), (b) or (c) of subdi-
vision one of this section. Nothing in this subdivision shall be
construed to prohibit a person other than a common or contract carrier

3/18/2003
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from transporting not more than eight hundred cigarettes at any one time
to any person in this state.

3. When a person engaged in the business of selling cigarettes ships
or causes to be shipped any cigarettes to any person in this state,
other than in the cigarette manufacturer’s original container or wrap-
ping, the container or wrapping must be plainly and visibly marked with
the word "cigarettes".

4. Whenever a police officer designated in section 1.20 of the crimi-
nal procedure law or a peace officer designated in subdivision four of
section 2.10 of such law, acting pursuant to his or her special duties,
shall discover any cigarettes which have been or which are being shipped
or transported in violation of this section, such person is hereby
empowered and authorized to seize and take possession of such ciga-
rettes, and such cigarettes shall be subject to a forfeiture action
pursuant to the procedures provided for in article thirteen-A of the
civil practice law and rules, as if such article specifically provided -
for forfeiture of cigarettes seized pursuant to this section as a pre-
conviction forfeiture crime.

5. Any person who violates the provisions of subdivision one or two of
this section shall be guilty of a class A misdemeanor and for a second
or subsequent violation shall be guilty of a class E felony. In addition
to the criminal penalty, the commissioner may impose a civil fine not to
exceed five thousand dollars for each such violation on any person who
violates subdivision one or two of this section. The commissioner may
impose a civil fine not to exceed five thousand dollars for each
violation of subdivision three of this section on any person engaged in
the business of selling cigarettes who ships or causes to be shipped any
such cigarettes to any person in this state.

Page 2 o7



Kathy

Damron

(785) 235-2525 800 SW JACKSON STREET, SUITE 1100 Topeka, Kansas 66612-2205

(785) 354-8092 FAX
E-MAIL: MKDTopeka@aol.com

Mr. Chairman and members of the House Taxation Committee:

| am Kathy Damron representing Philip Morris regarding HB 2422
concerning cigarettes and the shipment and sale of these products. We
appreciate the committee’s interest in this matter and certainly support efforts to
ensure responsible retailing.

As a part of Philip Morris’ commitment to responsible retailing, we believe
that consumer cigarette sales should occur where there is reliable age
verification, such as in face-to-face transactions with adult smokers. We also
firmly believe that cigarettes should be sold in compliance with the terms of the
Master Settlement Agreement (MSA) and all applicable laws, including those
requiring the payment of state and local excise tax and the deposit of escrow
payments on sales by companies that did not participate in the MSA.

We have adopted a Statement of Principles at Philip Morris regarding
Internet and commercial direct mail tobacco sales legislation. | have attached a
copy of these principles to my testimony and would urge the committee to give
consideration to amendatory language suggested by Mr. Ron Hein on behalf of
RJR Tobacco Company. We believe these suggestions strengthen the proposed
legislation.

Thank you for your consideration of these important matters.

House Taxation
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Internet and Commercial Direct Mail Tobacco Sales Legislation

1. Cigarette sales to individual purchasers via the Internet or direct mail should occur only where
there is reliable age verification.

2. In addition to reliable age verification, we believe that those selling cigareties commercially via
direct mail or over the Internet should be required to comply with all applicable laws, including
those regarding collection of state excise taxes, and make payments pursuant to the MSA or state
laws requiring escrow payments. Toward Lhis end, those selling cigareties over the Iniernet and through direct mail
should be required to ensure the state tax is paid on products shipped into the state, as well as provide to the taxing
authority for the state into which cigarettes are being shipped the names and addresses of the companies shipping
cigarettes into the state and the names and addresses of the individuals receiving the cigarettes.

3. Those selling cigarettes commercially to individuals over the Internet and through direct mail should first verify the
purchaser’s age. Individual purchasers should also be required to provide a signed statement in writing certifying
that age verification information provided at the point of purchase correctly identifies the individual and correctly
states their address and date of birth. The statement should also confirm that the individual understands that forging
another person’s signature is illegal, that the individual understands that tobacco sales to minors are illegal, and that
tobacco purchases by minors may be illegal under applicable state law. Individual purchasers may also be asked to
provide their e-mail address.

. Before mailing or shipping cigarettes to an individual purchaser, the seller must verify the above requested
information against a commercially available database; send an e-mail or other notice of the order requesting
confirmation that the order was placed by the individual; and receive payment by credit or debit card. We would
support efforts to establish a Federal database available for such verification.

e

5. The seller must employ a method of shipping that requires that either the individual purchaser, who must also be the
addressee, or an adult authorized by the individual purchaser (addressee), personally sign for delivery of the package
and, if the person appears under 27 years of age, takes delivery of the package only after producing valid,
government-issued identification that bears a photograph of the individual and indicates that the person is not under
18* years of age. The bill of lading should clearly state these requirements and indicate that the law mandates they

be met.

6. Any Internet or direct mail tobacco sales legislation should only apply 1o sales to individual purchasers and should
not impose new or onerous requirements on a cigarelle manufacturers’ ability to provide products to its wholesale
and relail customers using the Internet.

7. Any person selling tobacco products for purchase through an Internet site who advertises such products for sale on
that websile must:
* include on the part of the websile that is immediately visible when accessed, a prominent and clearly legible
warning label stating thal tobacco-product sales to persons under 18* are illegal;
* include, on website pages offering tobacco products for purchase that are immediately visible when accessed, a
prominent and clearly legible health warning label; and
* restricl sales to only those individuals who provide verifiable proof of age, as outlined above.

House Taxation
Attachment &
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8. Federal legislation addressing commercial Internet and direct mail sales of cigarettes should include provisions to
ensure that product shipped from Native American Reservations to individual purchasers who are non-native
Americans or individual purchasers who live outside of the Native American Reservation shall bear the appropriate
state tax stamp and that the seller shall ensure that state excise taxes are paid on that product.

9. In addition, it shall be illegal for a shipper to transport cigaretles into a state unless the tax is paid to the state into
which the product is being shipped.

10. These provisions should be fully enforceable and carry reasonable civil penalties for those selling and shipping
tobacco products that fail to comply with minimum age laws and with the age verification requirements outlined
above.

* Except Alabama, Alaska and Utah, where the legal age to purchase cigarettes is 19.

For more information, visit our website at www.philipmorrisusa.com.
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Tobacco @m Kansas Coalition, Inc.

Tobacco Free Kansas Coalition
Testimony In Support of HB 2422
House Taxation Committee
Tuesday, 18 March 2003

Mr. Chairman and members of the Committee, I am Kevin Walker, President of the Tobacco
Free Kansas Coalition and I appear before you today in support of HB 2422.

The Tobacco Free Kansas Coalition has more than 125 members including organizations such as
the American Cancer Society, the American Heart Association, the American Lung Association,
the Kansas State Nurses Association and the Kansas Public Health Association.

This bill follows an example applied in New York that seeks to restrict the delivery of tobacco
products in order to ensure better compliance with the state’s youth access laws and ensure
compliance with the state’s taxation requirements on tobacco products.

We believe this is a good policy for the State of Kansas and urge you to pass this bill.

We understand that several amendments may be offered to this bill and urge you to carefully
consider each one. Some may be offered to reconcile the provisions of this bill with current
statutes and make it stronger, while others may actually have the reverse impact and weaken the
provisions of this bill. We would find any amendment that weakens this bill to be unacceptable,
and hope that you would agree.

During our review of the bill we found that this proposal deals only with cigarettes. We

encourage you to include all tobacco products such as loose tobacco, chewing tobacco and cigars
in this measure.

We applaud the Committee for addressing this issue and welcome the opportunity to work with
you to seek passage of this bill.

House Taxation
Attachment &=
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MCA

of Kansas

MEMO TO: House Taxation Committee

FROM: Thomas M. Palace, Executive Director of the Petroleum Marketers and
Convenience Store Association of Kansas

DATE: March 18, 2003

RE: HB 2422

Mr. Chairman and Members of the House Taxation Committee:

My name is Tom Palace and I am the Executive Director of the Petroleum Marketers and
Convenience Store Association of Kansas (PMCA), a statewide trade association that represents
over 360 independent petroleum marketers and convenience stores throughout Kansas.

PMCA appreciates the opportunity to appear before you today in support, conceptually to HB
2422,

The burgeoning business of selling cigarettes “other than through the customary retail outlet” has
become a problem for states (loss of tax revenue) and for the small businessman (loss of business
revenue); therefore PMCA can conceptually support a legislative proposal to make transporting
of cigarettes to those other than licensed retailers or warehouse operators an unlawful act.

Internet sales have become more attractive due to the heavy tax burden now placed on tobacco
products in Kansas. The smoking consumer has been forced to look for alternative ways to
purchase tobacco products. The Internet provides tobacco products to anyone with a click of the
mouse at a price that cannot be matched at the retail level. As long as the person ordering the
cigarettes has a valid credit card and can answer the simple question “are you 18 years of age of
older?” the sale can be completed in several minutes...regardless of age. I have attached a
sample purchase of cigarettes from the Internet and a web site for other tax free tobacco
sites where cigarettes can be shipped free.

PMCA tobacco retailers wholeheartedly support and utilize the We Card program as a proven
method of limiting access to tobacco products by minors. When cigarettes are purchased by
means other than retail (i.e. Internet), the age-restriction safeguards are absent. Also, when
cigarettes are sold to licensed retailers, the state has the assurance of product quality. Cigarettes
shipped to private citizens or other nonlicensed vendors, provides no such assurance. When the
retail level is by passed, the state has little or no control to enforce the Kansas statutes. T would
assume that placing the onus of enforcement on the transportation companies will meet with
some resistance

As we stated from the outset, PMCA supports HB 2422 conceptually. The tobacco retail
industry has been victimized by sales made over the Internet. Tobacco sales account for 25% of

Petroleum Marketers and Convenience Store Association of Kaneac
201 NW Highway 24 = Suite 320 = PO Box 8479 .
Topeka, KS 66608-0479 House Taxation
785-233-9655  Fax: 785-354-4374 Attachment 7/
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gross revenue to a convenience store retailer. The recent hike in cigarette excise tax has pushed
more people to consider different options to purchase tobacco products... the Internet is the
easiest and least expensive place to do so.

This bill provides for civil fines to transportation companies. The question of acceptable levels
of civil fines for common or contract carrier violations can best be answered by representatives
of the transportation industry. As to whether or not the 800 (4 carton) shipping exemption is
appropriate, we don’t have an answer. We are aware that buying habits are subject to price
differentials, and nontaxed products have the edge.

In conclusion, as small businessmen and more importantly, as tax collectors for a state in
financial difficulty, we support efforts to halt further erosion of our sales as well as diminished
tax revenue for the state.
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Rothmans Salem Virginia Slims Vogue Winston West

Your Order
Your Name
__Title, Given Name, Middle Initial, Family Name
Mr
_ E-mail Address N
Contact Number(s)
Telephone: - -
Facsimile: o
Shipping Address Billing (4] Use Shipping
Street: - - =
Suburb:
City: o
State: (abbreviation only) (abbreviation only)
Country: - Select Country - Sy B
Zip:

Due to customs restrictions we cannot ship to the countries which are not in the
shipping list.

Current shipping times are 2-4 weeks.

aLLLLsmoke
Item Details Price  Quantity Total (USS)
Winston. 6 cartons. 1200 cigarettes 83.94 1 83.94

House Taxation
https://secure jumbomall.com/cgi-bin/shopping/checkout.cgi Attachment &
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aLLsmoke tobacco store Page 2 of 3

| By checking this box you are acknowledging the following:

Sub-Total: 83.94
Taxes: -
Shipping and Handling: 4.49
Shipping by Air Mail ’
- Total: 88.43
- ; "\‘ c:-:‘;-P
2«//‘ You must be 18 years of age and over to purchase from this site. }

e [am at least 18 years of age.

e JUMBOMALL.COM will appear in my next credit card statement for this
purchase.

e Possible fluctuations due to international currency conversions could slightly
affect the purchase total

o Iwill contact saies(@ailsmoke.com for a prompt resolution should T have any
problems with my order

Automatic Order Placement
Would you like us to automatically place this order on a regular ¥
basis?
If so tell us how often you would like these orders.

Please reorder every:
Don't Auto Deliver
Week
Two Weeks
Three Weeks
Month
Six Weeks
Two Months

To cancel your automatic order, send email to recrderggjumbomall.com at any
time.

Payment Options
Card Type Visa

Name on Card

Expiry Date 01 00 . (Month/Year)

Card Number
Please click the bution ONLY ONCE to avoid processing of multipal identical order. <
https://secure.jumbomall.com/cgi-bin/shopping/checkout.cgi 3/17/2003
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MSN Search: tax free cigarettes -- More Useful Everyday oy L ¥ Pagelof?
,%w’ & Boci_
iR

MSN Home | My MSN | Hotmail | Search | Shopping | Money | People & Chat

U .
_f_f I‘ﬂ_‘u A, | Mores pecple use MSN Search than any other search se
g S R )
Home | Advanced Search | Submit a Site | My P
\tax free cigarettes %7 Search
Results 1-15 of about 84338 confaining "tax free cigarettes"” N

SPONSORED SITES - ABOUT

e Cheap Cigarettes Fast
All cartons of cigarettes only $24.00 per carton. Duty free with free priority air mail. Direct from Europe. No taxes.
www.cheapcigarettesfast.com

e SenecaSmokes
Cigarettes and tobacco products at discount tax free prices! Be sure to try our Native all natural and Seneca brands
www.senecasmoekes.com

e All Cigarettes - Not More Than $19.80
Marlboro - $18.50 per carton. Dunhill - $19.80 per carton. Pall Mall - $14.90 per carton. L&M - $16.49 per carton.
www.allsmoke.com

WEB PAGES - ABOUT

1. Cigarettes
... We sell tax free cigarettes at discount prices, we never see your credit card number, its processed by PayPal. ...
www.4cigs.net

2. Buy Your Tax Free Cigarettes at tax-free-cigarette.com - cigarette sales online for the lowest cigan
prices on the i

- "l'am glad that | found your site, It is nice to know a reliable source for tax free and discount cigarettes online" UT
www . fax-free-cigareties.biz

3. Tax Free Cigarettes At smokersfirst.com
Tax Free Cigarettes Shipped From The Sovereign Territory of The Seneca Nation Of Indians
www.smokersfirst.com

4. TAX FREE CIGARETTES
TAX FREE CIGARETTES DELIVERED BY JR'SII
www . classifiedclub.com/mall/cigaraties.html

5. FREE CIGARETTES, free cigarettes
free cigarettes,Cheap Cigarettes starting at $9.95 per carton. Native American and Major brands. Gotta Smoke? Si
Smart! Order cigarettes from the comfort and safety of your own home and have them delivered to your door ... Get
FREE Sample Pack of our Featured Brands, please submit the following information ...
www.taxfree-cigarettes.com/sample.html

6. Discount Cigarettes Online - Welcome To usaSMOKES.com
Welcome to usaSMOKES.com. We deliver tax free discount cigarettes fresh and to your door. Save money on our
selection of over 600 brands of cigarettes.

www.usasmoekes.com

7. native american
§mokes,otdir@gjc.com‘céa_g_rettes,tobacco.businje_gsoppum;_njty,ciqarette‘ciaar_e_ttes‘Inlm,disgounj_c;jgg:
cigarettes,dicount cigarettes,tobacco,salem,winston,notax,marlboro,kent,camel. ... That is for Native American mac
cigarettes. They are always fresh and always tax free. So smoke em if you got em and ...
www.nativesmokes.bizhosting.com

8. arrowheadsmokes
... Welcome to ArrowHead Smokes.Com. BUY TAX FREE CIGARETTES. ONLINE OR BY PHONE! __
www.arrowheadsmokes.com

http://search.msn.com/results.asp?RS=CHECKED&FORM=MSNH&v=1&q=tax-+freet+ci... 3/17/2003
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MSN Search: tax free cigarettes -- More Useful Everyday Page 2 of 2

9. Cheap tax free cigarettes. premium & generic brands, smokeless tobacco, smoker \ vitamins.
Cheap tax free cigarettes, premium & generic brands, smokeless tobacco, smoker vitamins, Purchase tax-free
cigarettes through the OTDirect cigarette buyers club. Major and generic brands, smokeless tobacco and smoker's
vitamins sold at discount ... g
www.taxiree-cigarettes.com

10. Duty free, cheap discount tax less cigarettes snuff and chew
Cheapsmokesbymail.com! 100% confidential, tax-free cigarettes, & FREE SHIPPING! ... You can order tax free
cigarettes online, Fax us your selection and credit card info, or Mail your payment in along with ...
www.cheapsmokesbymail.com

11, Premium Discount Cigarsttes and Cigars from Native Pride
NativePride.com sells premium discount cigarettes and cigars all tax free with great savings. Online or phone order:
accepted.
www.nativepride.com

12. Ciass Act Smokes
Native American owned and operated cigarette and tobacco retailer. ... Class Act Smokes. FREE UPS Shipping in tF
FREE ... your tobacco needs. Feel free to browse through our interactive ... are of legal age to purchase cigarettes :
tobacco products. ...
www.classactsmokes.com

13. ValueCigs.Com Buy Cheap Cigarettes Online Tax Free Discount Cigareties from Virginia
tax free
valuecigs.com/default.him

14, LoneQak.net
Tax-free online cigarette shop sells bargain name-brand and generic cigarettes, also offering monthly specials on
selected brands. ... Free Newsletter. Sign up for our free newsletter and get the latest product news and discount co
right in your e-mail! ...
www.loneoak.net

15.  OTDirect.com - Buy Cheap Cigarettes On-Line
Discount Premium Cigarettes delivered OTDirect to your door! We feature Native brands and all other Tobacco proc
at cheap prices. ... Your Only stop for discount cigarettes. We offer the best deals on cigarettes delivered directly tc
door. ... the reason OTDirect is your only stop for discount cigarettes. ...
www . otdirect.com/?1684

Shopping Results on MSN

Results 1-15 of about 84338 containing "tax free cigarettes” I
tax free cigarettes "% Search

Send money online, quickly and easily
Search for oid friends, rediscover your past
Wireless plans starting at just $19.99 from AT&T Wireless

©2003 Micrasoft Corporation. All rights reserved.
Terms of Use Advertise TRUSTe Approved Privacy Statement GetNetWise
* Source: comScore Media Metrix U.S., Decamber, 2002.

http://search.msn.com/results.asp?RS=CHECKED&FORM=MSNH&v=1&q=tax-+free+ci... 3/17/2003
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JOAN WAGNON, SECRETARY KATHLEEN SEBELIUS. GOVERNOR
DEPARTMENT OF REVENUE

POLICY AND RESEARCH
March 18, 2003

To: John Edmonds, Chair
House Taxation Committee

From: Richard L. Cram
Re: Testimony in Support of House Bill 2422

This bill makes the shipment or transport of cigarettes into Kansas illegal if delivered to a person
who was not a person licensed to sell cigarettes as provided by Kansas law; an export warehouse
proprietor or operator of a customs bonded warehouse pursuant to federal law; or a person who is
not a state or federal agent acting under official duties. This bill outlaws direct sale or shipment
of cigarettes to the ultimate consumer in Kansas. Such cigarettes, if discovered by a law
enforcement officer, would be subject to seizure and forfeiture. The bill is aimed at cigarettes
purchased directly by consumers over the Internet and is modeled after a New York statute
recently upheld in the federal appellate courts.

Outlawing the direct sale cigarettes to consumers over the Internet, and the shipment of them, is
sound public policy. Such a law may also be helpful in tracking illegal sales of cigarettes to
minors. Direct sale of cigarettes over the Internet already violates Kansas law. Presumably, no
tax stamps will have been purchased for any cigarettes purchased directly by consumers over the
Internet. The sale or possession of unstamped cigarettes is a misdemeanor, subject to a fine of up
to $1,000. K.S.A. 79-3322. Both the retailer and purchaser are subject to punishment. The
Department can seize cigarettes as contraband if the possessor in Kansas has 20 or more
packages of cigarettes without Kansas tax stamps affixed to them. K.S.A. 79-3323(a)(1).
Additionally, K.S.A. 79-3321 provides that it is "unlawful for any person" (a) "to possess...more
than 200 cigarettes without the required tax indicia being affixed as herein provided." K.S.A. 79-
3321 makes it is unlawful to (p) "sell cigarettes without having a license for such sale..." and (u)
"sell or distribute in this state...or to import...into this state for sale or distribution in this state"
except as authorized.

The Department suggests two amendments to the bill. At lines 34 through 37 on page 1, it states
"Nothing in this subsection shall be construed to prohibit a person other than a common or
contract carrier from transporting not more than 800 cigarettes at any one time to any person in
this state." Given the existence of K.S.A. 79-3321(a) (making it a violation to possess more than
200 untaxed cigarettes), this provision in House Bill 2422 should be deleted.

House Taxation

DOCKING STATE OFFICE BUILDING, 915 SW HARRISON ST., TOP| Aﬁa@hl“e?tL
Voice 785-296-3081 Fax 785-296-7928  http://www.ksr Dates~/& 0.3



Subsection (f) states that "the director of taxation may impose a civil fine not to exceed $5,000
for each violation on any person who violates the provisions of subsection (a) or (b)." However,
the director of taxation has no general authority over common or contract carriers. They are not
registered with, licensed by or otherwise regulated by the director of taxation. It is suggested that
this provision be deleted. The suggested amendments to the bill are attached.

House Taxation
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Session of 2003
HOUSE BILL No. 2422
By Committee on Taxation

2-28

AN ACT concerning cigarettes; relating to unlawful shipment or trans-
port thereof; prescribing certain penalties therefor.

Be it enacted by the Legislature of the State of Kansas:

Section 1. (a) Unlawful shipment of cigarettes is shipping or causing
to be shipped any cigarettes by any person engaged in the business of
selling cigarettes to any person in this state who is not: (1) A person
licensed to sell cigarettes as provided by K.S.A. 79-3301 et seg. and
amendments thereto; (2) an export warelouse proprietor pursuant to
chapter 52 of the internal revenue code or an operator of a customs
bonded warehouse pursuant to section 1311 or 1555 of title 19 of the
United States Code; or (3) a person who is an officer, employee or agent
of this state or the United States government, or a department, agency,
instrumentality or political subdivision of this state or the United States
government, when such person is acting in accordance with such person’s
official duties.

(b) Unlawful transport of cigarettes is: (1) Knowingly transporting
cigarettes by any common or contract carrier to any person in this state
reasonably believed by such carrier to be other than a person described
in subsection (a)(1), (a)(2) or (a)(3). For purposes of this subsection, if
cigarettes are transported to a home or residence, it shall be presumed
that the common or contract carrier knew that such person was not a
person described in subsection (a)(1), (a)(2) or (a)(3); or (2) knowingly
transporting cigarettes by any person other than a common or contract
carrier to any person in this state, other than to a person described in
subsection (a)(1), (a)(2) or (a)(3). Nothing-in-thisyibyeertirshmi-be-con-
stroed to-prohibita-person-otherthan-a-commen-er-eontract.carrienfrome
tramsporting-rotinorethar800- tiparettes-at-any one-time-to. any.person
in-this-states

(c)  When a person engaged in the business of selling cigarettes ships
or causes to be shipped any cigarettes to any person in this state, other
than in the cigarette manufacturer’s original container or wrapping, the
container or wrapping must be plainly and visibly marked with the word
“cigarettes.”

(d) Whenever a law enforcement officer discovers any cigarettes

House Taxation
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which have been or which are being shipped or transported in violation
of this section, such law enforcement officer is hereby empowered and
authorized to seize and take possession of such cigarettes, and such cig-
arettes shall be subject to a forfeiture action pursuant to the procedures
provided for in K.S.A. 79-3324a and amendments thereto.

(e) (1) Except as otherwise provided in subsection (e)(3), unlawful
shipment of cigarettes is a class A nonperson misdemeanor.

(2)  Except as provided in subsection (e)(3), unlawful transport of cig-
arettes is a class A nonperson misdemeanor.

(3)  Unlawful shipment of cigarettes or unlawful transport of ciga-
rettes by a person or common or contract carrier who has one or more
12 prior convictions of a violation of this section or substantially similar of-
13 fenses from ancther jurisdiction is a severity level 8, nonperson felony.
14 (B=——Fhe-tirector-of tamtior-may-impose-Teivi-fire-net.to.exceads
15 $5;000-for-emrlrvioktion-on-ny-persorr-who-vielates-the-provisions—of—
16 subseetiomta-or(s—

17 Sec. 2. This act shall take effect and be in force from and after its
18  publication in the statute book.
19
20
21
22
23
24
25
26
27
28
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31
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40
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KANSAS MOTOR CARRIERS ASSOCIATION

P.O.Box 1673 = Topeka, Kansas 66601-1673 = 2900 S.Topeka Blvd. = Topeka, Kansas 66611-2121
Telephone: (785) 267-1641 m FAX: (785) 266-6551 = www.kmca.org

Trucking Solutions Since 1936

GLENN UNREIN

Golden Plains Trucking, Inc. Legislative Testimony
President before the

KEN LEICHT House Taxation Committee
Frito-Lay Service & Distribution

Representative John Edmonds, Chairman
Tuesday, March 18, 2003

Chairman of the Board

TONY GASTON

Rawhide Trucking, Inc.

First Vice President MR. CHAIRMAN AND MEMBERS OF THE

oo ra——— HOUSE TAXATION COMMITTEE:

J.M.J. Projects, Inc.

Second Vice President I am Tom Whitaker, executive director of the Kansas Motor Carriers

CALVIN KOEHN Association. I appear here this morning representing our 1,250 member firms
e nport Ine in opposition to the transporter provisions of House Bill No. 2422.

LARRY "DOC" CRIQUI

Karsas Van & Siompatiaiil Gorm: The bill represents an effort to stop the purchase of cigarettes on the internet

Corporate Secretary and assure collection of Kansas’ cigarette tax. The bill is directed to the

MIKE MILLER shipper of cigarettes as well as a common or contract carrier that transports
Miller Trucking, LTD them. We believe that Kansas law should focus directly on the shipper and not
Aote Vs Frosdoy involve the transporter in possible criminal sanctions. KMCA would support
JERRY ARENSDORF HB 2422 if Section 1 (b) and the reference to common or contract carriers in

Arensdorf Trucking, Inc.

AT AP S Vs PRIt the penalty sections are removed from the bill.

e i Sl HB 2422 is patterned after New York Public Health Law Section 1399-11
ProTruck PAG Ghairman which makes it “unlawful for any common or contract carrier to knowingly
KELLY KILE transport cigarettes” to any person in New York state “reasonably believed” by
Wal-Mart Stores, Inc. the carrier to be other than: (a) a licensed cigarette tax agent or wholesale or
PuEils:Helations Chilrman retail dealer; (b) an export warehouse or customs bonded warehouse proprietor,
GUY CORRY or (c) a federal or state government official acting in an official capacity. If

Foley Equipment Company

Ao IndistiHas Chalroan cigarettes are transported to a home or residence, it is presumed that the carrier

knew that such consignee was not an authorized recipient.
WILLIAM H. GRAVES
Member Emeritus

The statute was scheduled to take effect on November 14, 2000, but was

E?xum'gmi? challenged by tobacco companies in the U.S. District Court for the Southern
District of New York. Their lawsuits contended that the statute violated the
Constitution’s Commerce Clause by improperly discriminating against
interstate commerce. On November 13, 2000, the district court issued a TRO
that enjoined enforcement of the statute. Following a five-day bench trial, on
June 8, 2001, the district court permanently enjoined the statute. The Second
Circuit Court of Appeals recently reversed the district court and allowed the
New York law to become effective on March 6, 2003. Further appeals are
possible.

House Taxation
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House Bill No. 2422 — March 18, 2003 — Page 2

KMCA believes this legislation violates the Federal Aviation Administration
Authorization Act of 1994. The FAAAA preempts state laws “related to a price, route or
service” of any motor carrier with respect to the transportation of property. HB 2422
would require carriers: (1) to identify those packages in their systems that both contain
cigarettes and are bound for Kansas, (2) as to such packages, to determine whether the
consignee is an authorized recipient, and (3) as to unauthorized recipients, to create a
procedure for the undeliverable packages. Compliance with these provisions would create
a substantial burden on the carriers in the form of labor, costs and delay, and would affect
the timeliness and effectiveness of the carriers’ services. This legislation would directly
and significantly affect the carrier’s routes and service.

Additionally, this bill does not apply to one of our industry’s major competitors, the
United States Postal Service.

KMCA respectfully requests that the House Taxation Committee eliminate the provisions
of HB 2422 that directly affect motor carrier industry. I thank you for the opportunity to
appear before you and would be pleased to respond to any questions you may have.

10=32



HEIN LAW FIRM, CHARTERED
5845 SW 29" Street, Topeka, KS 66614-2462
Phone: (785) 273-1441

Fax: (785) 273-9243
Ronald R. Hein
Attorney-at-Law
Email: rhein@heinlaw.com

Testimony re: HB 2422
House Taxation Committee
Presented by Ronald R. Hein
on behalf of
R. J. Reynolds Tobacco Company
March 18, 2003

Mr. Chairman, Members of the Committee:

My name is Ron Hein, and I am legislative counsel for R. J. Reynolds Tobacco
Company.

RJR supports legislation to insure that internet and other interstate sales of cigarettes are
handled in a manner that only persons of lawful age are able to obtain cigarettes, and that
tobacco excise taxes, sales taxes, and any other taxes applicable are collected from the
entities shipping cigarettes.

RJR has set high standards of conduct regarding sale to minors and believes that any
legislation dealing with interstate sale of cigarettes should be subject to sufficient
protections to insure that minors do not obtain cigarettes. In addition, RIR, while
utilizing internet or interstate sales on only a limited basis, also strongly believes that all
taxes should be collected on such transactions.

It is my understanding that this is the intent of Rep. Huff, who asked for the introduction
of HB 2422.

We have some concerns about the wording of HB 2422, and feel that it would need to be
amended before we can support it. I have attached a copy of an amendment which, if
adopted in lieu of the language proposed by the current bill, would accomplish the goals
that I understand Rep. Huff has with HB 2422. '

As you can see, the attached amendment is not in balloon form, and would need some
references to Kansas statutes, but it is a form of model legislation which we believe is the
best way to protect against under-age acquisition of cigarettes, and yet will insure that
Kansas does not lose revenue by internet or other interstate sales of cigarettes which are
not paying the Kansas excise tax or sales taxes.

Thank you very much for permitting me to testify, and I will be happy to yield to
questions.
House Taxation
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March 17, 2003
Page 2

§ 1. Definitions.
For purposes of this article:

"Adult" means a person who is at least the legal minimum purchase age.

"Consumer" means an individual who is not licensed as a wholesaler or
retailer pursuant to §

"Delivery sale" means any sale of cigarettes to a consumer in the State
where either (i) the purchaser submits the order for such sale by means of a
telephonic or other method of voice transmission, the mails or any other
delivery service, or the Internet or other online service: or (ii) the
cigarettes are delivered by use of the mails or of a delivery service. A sale
of cigarettes shall be a delivery sale regardless of whether the seller is
located within or without the State. A sale of cigarettes not for personal
consumption to a person who is a wholesale dealer or a retail dealer shall not
be a delivery sale.

"Delivery service" means any person who is engaged in the commercial
delivery of letters, packages, or other containers.

"Department” means the

"Legal minimum purchase age" is the minimum age at which an individual may
legally purchase cigarettes in the State.

"Mails" or "mailing" means the shipment of cigarettes through the United
States Postal Office.

"Person" means the same as that term is defined in §

"Shipping container" means a container in which cigarettes are shlpped in
connection with a delivery sale.

"Shipping documents" means bills of lading, airbills, or any other documents
used to evidence the undertaking by a delivery service to deliver letters,
packages, or other containers.

§ 2. Requirements for delivery sales.

A. No person shall make a delivery sale of cigarettes to any individual who
is under the legal minimum purchase age in the State.

B. Each person accepting a purchase order for a delivery sale shall comply

1. The age verification requirements set forth in § :

2. The discleosure requirements set forth in § :

3. The shipping requirements set forth in § ;

4. The registration and reporting requirements set forth in § 3§
5. The tax collection requirements set forth in § ; and

6. All other laws of the State generally applicable to sales of cigarettes
that occur entirely within the State, including, but not limited to, those
laws imposing: (1) excise taxes, (ii) sales taxes, (iii) license and
revenue-stamping requirement, and (iv) escrow payment obligations as set
forth in § [insert citation to Model Statute].

§ 3. Age verification requirements.

A. No person shall mail, ship, or otherwise deliver cigarettes in connection
with a delivery sale unless prior to the first delivery sale to such
consumer

1. Obtains from the prospective consumer a certification that includes (i) a
reliable confirmation that the consumer is at least the legal minimum
purchase age, and (ii) a statement signed by the prospective consumer in
writing that certifies the prospective consumer's address and that the
consumer is at least 18 years of age. Such statement shall also confirm (a)

House Taxation
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Page 3

that the prospective consumer understands that signing another person's name
to such certification is illegal, (b) that the sale of cigarettes to
individuals under the legal minimum purchase age is illegal, (c) that the
purchase of cigarettes by individuals under the legal minimum purchase age
is illegal under the laws of the State, and (d) that the prospective
consumer wants to receive mailings from a tobacco company;

2. Makes a good faith effort to verify the information contained in the
certification provided by the prospective consumer pursuant to subsection A
against a commercially available database, or obtains a photocopy or other
image of the wvalid, government-issued identification stating the date of
birth or age of the individual placing the order;

3. Provides to the prospective consumer, via e-mail or other means, a notice
that meets the requirements of § 4; and;

4. In the case of an order for cigarettes pursuant to an advertisement on
the Internet, receives payment for the delivery sale from the prospective
consumer by a credit or debit card that has been issued in such consumer's
name, or by check.

B. Persons accepting purchase orders for delivery sales may request that
prospective consumers provide their e-mail addresses.

§ 4. Disclosure requirements.

The notice required under § 3(A) (3) shall include:

1. A prominent and clearly legible statement that cigarette sales to
consumers below the legal minimum purchase age are illegal;

2. A prominent and clearly legible statement that consists of one of the
warnings set forth in section 4(a) (1) of the Federal Cigarette Labeling and
Advertising Act (15 U.S.C. § 1333(a) (1)) rotated on a gquarterly basis;

3. A prominent and clearly legible statement that sales of cigarettes are
restricted to those consumers who provide verifiable proof of age in
accordance with § 58.1-1022.3; and

4. A prominent and clearly legible statement that cigarette sales are
subject to tax under § [insert correct Code citation], and an explanation of
how such tax has been, or is to be, paid with respect to such delivery sale.

§ 5. Shipping requirements.

A. Each person who mails, ships, or otherwise delivers cigarettes in
connection with a delivery sale:

1. Shall include as part of the bill of lading or other shipping documents a
clear and conspicuous statement providing as follows: "Cigarettes: [State]
Law Prohibits Shipping to Individuals Under 18, and Requires the Payment of
all Applicable Taxes";

2. Shall use a method of mailing, shipping, or delivery that obligates the
delivery service to require (i) the consumer placing the purchase order for
the delivery sale, or another adult of legal minimum purchase age residing
at the consumer's address, to sign to accept delivery of the shipping
container, and (ii) proof, in the form of a valid, government-issued
identification bearing a photograph of the individual who signs to accept
delivery of the shipping container, demonstrating that he is either the
addressee or another adult of legal minimum purchase age residing at the
consumer's address . However, proof of the legal minimum purchase age shall
be required only if such individual appears to be under 27 years of age; and
3. Shall provide to the delivery service retained for such delivery sale
evidence of full compliance with § 7

B. If the person accepting a purchase order for a delivery sale delivers the
cigarettes without using a delivery service, such person shall comply with
all requirements of this article applicable to a delivery service and shall
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be in violation of the provisions of this article if he fails to comply with
any such requirement.

§ 6. Registration and reporting requirements.

A. Prior to making delivery sales or mailing, shipping, or otherwise
delivering cigarettes in connection with any such sales, every person shall
file with the Department a statement setting forth such person's name, trade
name, and the address of such person's principal place of business and any
other place of business.

B. Not later than the tenth day of each calendar month, each person that has
made a delivery sale or mailed, shipped, or otherwise delivered cigarettes
in connection with any such sale during the previous calendar month shall
file with the Department a memorandum or a copy of the invoice that provides
for each and every such delivery sale:

1. The name and address of the consumer to whom such delivery sale was made;
2. The brand or brands of the cigarettes that were sold in such delivery
sale; and

3. The quantity of cigarettes that were sold in such delivery sale.

C. Any person that satisfies the requirements of section 376 of title 15 of
the United States Code shall be deemed to satisfy the requirements of this
section.

§ 7. Collection of taxes.

Each person accepting a purchase order for a delivery sale shall collect and
remit to the Department all cigarette taxes imposed by the State with
respect to such delivery sale, except that such collection and remission
shall not be required to the extent such person has cbtained proof (in the
form of the presence of applicable tax stamps or otherwise) that such taxes
already have been paid to the State.

§ 8. Penalties.

A. Except as otherwise provided in this section, a first violation of any
provision of this chapter shall be punishable by a fine of $1,000 or 5 times
the retail value of the cigarettes involved, whichever is greater. A second
or subsequent violation of any provision of this article shall be punishable
by a fine of $5,000 or 5 times the retail value of the cigarettes involved,
whichever is greater.

B. Any perscn who knowingly violates any provision of this article, or who
knowingly and falsely submits a certification under subdivision § 3(A) (1) in
another person's name, shall, for each such offense, be fined $10,000 or 5
times the retail value of the cigarettes involved, whichever is greater, or
imprisoned not more than 5 years, or both.

C. Any person failing to collect or remit to the Department any tax required
in connection with a delivery sale shall be assessed, in addition to any
other penalty, a penalty of 5 times the retail value cf the clgarettes
involved.

D. Forfeiture.

1. Any cigarettes sold or attempted to be sold in a delivery sale that do
not meet the requirements of this article shall be forfeited to the State
and destroyed.

2. All fixtures, equipment, and all other materials and personal property on
the premises of any person who, with the intent to defraud the State,
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violates any of the requirements of this article, shall be forfeited to the
State.

§ 9. Enforcement.

The Attorney General or his designee, or any person who holds a valid permit
under 26 U.5.C. § 5712, may bring an action in the appropriate court in the
State to prevent or restrain violations of this article by any person, or
any person controlling such person.
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March 18, 2003
To: House Tax Committee
From: Rep. McKinney

Subject: HB 2162

For fiscal years 2003 and 2004 we have made substantial cuts in medicaid services, foster care,
and other social services. Therefore, HB 2162 would seek to target 80% of our community
development tax credits to medical services for indigent and foster care to replace some of the
lost state support in these areas.

Every dollar of tax revenue given up in this area generates $1.42 total impacat in a rural area and
$2 in an urban area.

Thank you Mr. Chairman.
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