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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1455 %%

| NTRODUCED BY HUGHES, MJUSTO, COSTA, A. WLLIAMS, C. WLLIAMS AND
BODACK, JUNE 7, 2002

REFERRED TO FI NANCE, JUNE 7, 2002

OCO~NOUITARWNE

AN ACT

Amendi ng the act of March 4, 1971 (P.L.6, No.2), entitled "An
act relating to tax reformand State taxation by codifying
and enunerating certain subjects of taxation and inposing
t axes thereon; providing procedures for the paynent,
col l ection, adm nistration and enforcenent thereof; providing
for tax credits in certain cases; conferring powers and
i mposi ng duties upon the Departnent of Revenue, certain
enpl oyers, fiduciaries, individuals, persons, corporations
and other entities; prescribing crinmes, offenses and
penalties,” further providing for the rate of the cigarette
and tobacco products tax, for the floor tax and for the
di sposition of the cigarette and tobacco products tax.

The CGeneral Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. The heading of Article XIl of the act of March 4,
1971 (P.L.6, No.2), known as the Tax Reform Code of 1971, added
Decenber 21, 1981 (P.L.482, No.141), is anmended to read:

ARTI CLE Xl |
[ Cl GARETTE TAX] Cl GARETTE AND TOBACCO PRODUCTS TAX

Section 2. The definition of "cigarette"” in section 1201 of
the act, added Decenber 21, 1981 (P.L.482, No.141), is anended

and the section is anmended by adding definitions to read:



Section 1201. Definitions.--As used in this article:

* %

"Cigarette.” Any roll for snoking made wholly or in part of
t obacco, the w apper or cover of which is made of any substance
or material other than tobacco regardless of the size or shape
of the roll and regardl ess of whether or not the tobacco is
flavored, adulterated or m xed with any other ingredient. The

termcigarette shall not include cigars, little cigars or

cigarill os.

* * %

"Snokel ess tobacco." Snuff, chew ng tobacco and any ot her

t obacco that is intended to be consuned by neans other than

snoki ng
"Tobacco products." Al products contai ni ng tobacco for
consunption and including, but not limted to, cigars, little

cigars, cigarillos, pipe tobacco and snpkel ess tobacco. This

does not include cigarettes or any other product included under

the definition of "cigarette."

"Tobacco products distributor or wholesaler." Any entity

engaged in the business of selling tobacco products, who sells,

exchanges or distributes tobacco products to retail ers,

consuners or other wholesalers or distributors in this State.

Any tobacco products manufacturer or distributor that has an

office, sales house, or any other place of business within this

State, that sells, exchanges or distributes tobacco products to

any retailer, consuner or other wholesaler or distributor in

this State, is also included under the above definiti on and

li able for the excise tax.

* * %

"Whol esal e price." The price for which a tobacco
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manuf acturer sells a tobacco product to a distributor or

whol esal er of tobacco products, exclusive of any di scount,

rebate or other reduction.

Section 3. Sections 1206 and 1206.1 of the act, anended or
added August 4, 1991 (P.L.97, No.22), are anended to read:

Section 1206. Incidence and Rate of Tax.--(a) An excise tax
i s hereby inposed and assessed upon the sale or possession of
cigarettes within this Conmonwealth at the rate of [one and

fifty-five hundredths of a cent] five and fifty-five hundredths

(b)Y The proceeds of thirty-one hundred el evenths cents of

the tax | evied under subsection (a) shall be paid to the

Phar maceuti cal Assi stance Contract for the Elderly (PACE)

program est abl i shed under Chapter 5 of the act of August 26,

1971 (P.L.351, No.91), known as the "State Lottery Law " to

subsidize its prescription drug benefits program

Section 1206.1. Floor Tax.--Any person who possesses
cigarettes on which the tax inposed by section 1206 of this
article has been paid as of the effective date of this section
shall pay an additional tax at a rate of [sixty-five hundredth]
four cents per cigarette. The tax shall be reported and paid on
a formprescribed by the departnment. In addition to the interest
and penalties provided in section 1278 of this article, failure
to file said report and pay said tax within sixty days of the
effective date of this section may result in a penalty of two
hundred fifty dollars ($250). This penalty shall be added to the
tax and assessed and col |l ected at the sane tinme in the sanme
manner and as a part of the tax.

Section 4. The act is anmended by adding a section to read:

Secti on 1206. 2. I nci dence and Rate of Tax on Tobacco
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Products.--A tax is hereby i nposed on all tobacco products sold

or held for sale in this State by a distri butor or a whol esal er

to a retail dealer or consuner

(1) The tax inposed by this section will be at a rate of

forty per cent of the whol esale price of tobacco products. Each

t obacco products distributor or whol esal er who bri ngs tobacco

products, or causes tobacco products to be brought into this

State, is liable for the tax i nposed by this section. The tax is

i mposed at forty per cent of the tobacco product whol esal e

price, regardl ess of the actual price at which the product is

sold. If the tobacco products are not sold, the tobacco products

are to be taxed at the sane rate. It shall be presuned that al

t obacco products within this State are subject to tax. A person

clainming that a tobacco product is not taxable has the burden of

(3) The tax inposed is to be paid by the purchase of stanps

as provided in this article. The stanp shall be affi xed to or

i mpr essed upon each package of tobacco product. The Depart nent

of Revenue shall pronul gate further requl ati ons for enforcenent

and admi nistration of this section.

(4) FromJuly 1, 2002, until June 30, 2003, all tobacco

products tax revenues shall be paid into the General Fund.

Begi nning July 1, 2003, all tobacco products tax revenues shal

be paid to the Departnent of Public Welfare for the operati on of

a speci al pharmaceutical benefit program for | owincone persons

with disabilities.

Section 5. Section 1296 of the act, anended May 7, 1997
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(P.L.85, No.7), is anended to read:

Section 1296. Disposition of Certain Funds.--All cigarette
tax revenues collected by the Departnent of Revenue under this
article and heretofore paid into the Parent Rei nbursenent Fund
in accordance with the act of August 27, 1971 (P.L.358, No.92),
known as the "Parent Reinbursenent Act for Nonpublic Education,”
shall be transferred into the General Fund. [Beginning July 1,

1993] FromJuly 1, 1993, to July 1, 2002, two thirty-firsts, and

begi nning July 1, 2002, two one-hundred el evenths of cigarette

tax receipts shall be transferred into the Agricultural
Conservati on Easenment Purchase Fund[, and begi nning January 1,

1997]. FromJanuary 1, 1997, to July 1, 2003, three thirty-

firsts, and beqginning July 1, 2003, three one-hundred el evenths

of cigarette tax receipts shall be paid into a restricted
account to be known as the Children's Health Fund for health

care for indigent children[, and the]. Beginning July 1, 2003,

fifty one-hundred el evenths of ciqgarette tax recei pts shall be

transferred into the Adult Basi ¢ Coverage | nsurance Program

est abl i shed under Chapter 13 of the act of June 26, 2001

(P.L.755, No.77), known as the "Tobacco Settl enent Act." The

remai nder shall be paid into the General Fund. Mneys in the
Children's Health Fund shall not be expended until the enactnent
of legislation to inplenent a program of expanded access to
health care for children. The transfers required by this section
shall be made by July 15 for the preceding six nonths and by
January 15 for the preceding six nonths.

Section 6. This act shall take effect on July 1, 2002.
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