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      COMMONWEALTH OF KENTUCKY
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LEGISLATIVE RESEARCH COMMISSION

2002 REGULAR SESSION
2000-2001 INTERIM

MEASURE

(X) 2002 BR No.
1771

(X)
House
Bill No.
677

() Resolution No.


() Amendment No.


SUBJECT/TITLE
AN ACT relating to revenue and taxation and making an appropriation therefor.

SPONSOR
Representative Mary Lou Marzian

NOTE SUMMARY

Fiscal Analysis:
        X       Impact
               No Impact
         Indeterminable Impact

Level(s) of Impact:
         X         State
                       Local
               Federal

Budget Unit(s) Impact


Fund(s) Impact:
        X      General
                Road
               Federal


           X          Restricted Agency (Type)
               (Other)

FISCAL SUMMARY

______________________________________________________________________________

Fiscal Estimates
2001-2002
2002-2003
2003-2004
Future Annual

Rate of Change

Revenues (+/-)

Smokeless Tobacco $26.7 million

Cigarette Surtax 

$153 million
Smokeless Tobacco $26.7 million

Cigarette Surtax 

$167 million


Expenditures (+/-)

Children's Dental Care Fund $26.7 million

Commonwealth Fund

$153 million
Children's Dental Care Fund $26.7 million

Commonwealth Fund

$167 million


Net Effect

General Fund

$10.7 million*
General Fund

$11.7 million*


*$11.7 million in the General Fund is derived from the 5% earmark from the Commonwealth Fund as well as excess moneys received in the Commonwealth Fund.

______________________________________________________________________________

MEASURE'S PURPOSE:  Levy a 32% gross receipts tax on wholesalers and distributors of smokeless tobacco, cigars, loose tobacco, and pipe tobacco and provide for its implementation. Levy a $0.44 surtax per pack of 20 cigarettes and provide for its disbursement. 

PROVISION/MECHANICS:  Create new sections of KRS Chapter 142 to levy a 32% gross receipts tax on wholesalers and distributors of smokeless tobacco, cigars, loose tobacco, and pipe tobacco; provide that every wholesaler and distributor must obtain a certificate of registration; provide for the filing of tax returns; and provide for underpayments and overpayments of tax. Amend KRS 138.140 to levy a $0.44 surtax per pack of 20 cigarettes. Create new sections of KRS 41 to create the children's dental care fund and the Commonwealth fund. Amend KRS 138.146, 248.652, and 438.337 to conform. 

FISCAL EXPLANATION:  The tax on smokeless tobacco, cigars, loose tobacco, and pipe tobacco is expected to generate approximately $26.7 million in revenue. This revenue is to be deposited to the children's dental care fund created in the bill. 

Revenue received from the surtax on cigarettes is expected to generate $167 million in revenue. The revenue is to be deposited into the Commonwealth fund. 44% of the moneys received in the fund, not to exceed $88 million per year, is to be disbursed to the Cabinet for Health Services, Department for Mental Health and Mental Retardation, for the provision of mental health and substance abuse services. Under this bill, there would be approximately $73.5 million appropriated for this use. 35% of the moneys received in the fund, not to exceed $70 million per year, is to be disbursed to the Department of Education to supplement the fund to support education excellence in Kentucky for cost-of-living pay increases for certified and classified public school employees. Under this bill, there would be approximately $58.5 million appropriated for this use. 11% of the moneys received in the fund, not to exceed $22 million, is to be disbursed to the Cabinet for Health Services, Department of Public Health, for smoking cessation. Under this bill, there would be approximately $18 million appropriated for this use. 5%, not to exceed $5 million, is to be disbursed to the School Facilities Construction Commission for building new schools or additions or renovations to existing schools in local school districts that demonstrate an enrollment growth. Under this bill, the maximum $5 million would be appropriated and the remaining $3 million would be appropriated to the state general fund. 5% of the moneys received is also to be deposited to the state general fund. Under this measure, a total of $11.7 million would be deposited in the general fund per year. The revenues in FY 2004 would be slightly less, because the cigarette surtax does not take effect until August 1, 2002.

DATA SOURCE(S)
LRC Economists; Tax Burden on Tobacco; USDA Tobacco Situation and Outlook; 1998-99 FTC Report To Congress: Pursuant to Comprehensive Smokeless Tobacco Health Education Act of 1986
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