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SUBJECT: The Tobacco'Tax and Health Protection Act of.1988
Honorable Members in Session:

SUMMARY o -

The Tobacco Tax and Health Protection Act is an initiative to raise
the tax on cigarettes and other tobacco products. The funds would go
to research on cancer, 1lung, heart and other tobacco related
diseases; treating people suffering from these and other diseases;
education to stop young people :from taklng up tobacco use; and
protecting the environment.

BACKGROUND

Tobacco use in Callfornla costs our economy more than $6 billion a
year in health and related costs: $2.17 for each package of
cigarettes smoked. More than 30,000 people die each year of tobacco
related diseases in our state. The new tax will help reduce smoking
in young people and treat tobacco related diseases.

Our tobacco tax has not been raised in more than twenty years. Only
five states have a lower tax. Those who will pay the tax are really
only being asked to pay a user fee, and they will directly benefit
from the way the tax will be used. - The tax would be: raised by $.25

‘per pack.

Tobacco use is one of the most serlous drug related problems facing
young people today. It is estimated that due to the new tax alone
many thousands of children and teenagers will never start to smoke,
thus preventing much disease, and saving many of their lives. More
than 90% of all smokers start before the age of 20. ' :

The Tobacco Tax and Health Protection Act 'is sponsored by the
American Cancer Society, the Amerlcan Lung Association, the American
Heart Association, the California Medical Association, the California
Hospital Association, Assembly Member Lloyd Connelly, Campaign
Callfornla and numerous other health and civic groups.
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The initiative is necessary because the Legislature failed to pass a:
similar measure in 1987. It is a Constitutional Amendment because
otherwise the funds collected could not be spent on health purposes.

RECOMMENDATION

The City of Sacramento endorse the Tobacco Tax and Health Protection
Ackt _of 1988. ’ :

Sincerely,

. KEARNS
EF OF POLICE

‘JPK:dj

Ref:1-3
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12-point, INITIATIVE MEASURE TO BE SUBMITTED DIRECTLY TO THE VOTERS
Boldface.. . . ) A -

Typs, x
" The Attorney General of California has prepared
the following title and summary of the chief purpose and
points of the proposed measure:
(Here set forth the title and summary prepared
! by the Attorney General. This title and summary must also
be printed acress the top of each page of the petition
whereon signatures are to appear.)
-?; Roman .
'_______‘_‘__(j_? it TO THE HONORABLE SECRETARY OF STATE OF CALIFORNIA
S Fl.ql:-t 'han ’ : i - .
12-point

We, the undersigned, registered, qualified
voters of Californla, resident of County (or City and
County), hereby propose amendments to the Constltutxon and
statutes of California, relating to the imposition and
distribution of excise taxes on bigarette and tebecco
products, end‘petition the Secretary of State to submit
the same to the voters of California for their adoption or
rejection at the next succeeding general election or at
any special statewide election prior to that general

election or otherwise as provided by law. The proposed -
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constitutional and statutory amendments reads as follows:

SECTION 1. This measure shall be known and may
be cited as the Tobacco Tax and Health Protection Act of
1988. |

SEC. 2. The people find and declare as follows:

(a) Tobacco use is the single most preventable
cause of death and disease in America.

| (b) Tobacco-related diseases create immense

suffering and personal loss, and a staggering economic
cost which all Californians have to pay.

| (c) Tobacco-related diseases are a major burden
on state and local governments by requiring them to
provide medical care and health services.

~ (d) Tobacco use causes substantial environmental
damage, and property damage and loss of life due to fire.

(e) To reduce the incidence of cancer, heart,
and lung diseaPe and to reduce the economic costs of |
tobacco use iniCalifornia, it is the intent of the people
of California to increase the state tax on tobacco
products and do all of the folloﬁing:

(1) Reduce smoking and other tobacco use among:
children.

(2) Support medical research into
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tobaocofrelated cancer, heart, and lungldiseasés.

(35 Treat people suffering from tobacco-related
diseases. ' |

(4) In recognition of'the uncompenéatéd costs of
tobacco-related illness, support treatment of patlents who
cannot afford to pay for servxces.

SEC. 3. Section 12 is added to Artlcle XIII B
of the ConStitutiOn, to read:

SEC. 12. “Approprlatxons subject to limitation"
of each entlty of government shall not include
approprlatloos of revenue from the Clgarette and Tobacco
Products Surtax Fund created by the Tobacco Tax and Health
Protection Act of 1988. No adjustment in the
appropriétiohs limit of any entity of government 'shall be
required”pursuaht to_Section 3 as a result of revenue
being deposited in or appropriated from rhe Cigarette and
Tobacco Products Surtéi Fund created by the Tobacco Tax
and Bealth Protection Act of 1988. | '

SEC. 4. Article 2 (commencing with Section
3012i) is added to Chapter 2 of Part 13 of Division 2 of

the Revenue and Taxation Code, to read:

, Article 2. Cigarette and Tobacco Products Surtax
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30121. For purposes of this article:
(a) "Cigarettes" has the same meaning as in
- Section 30003, as it read on January 1, 1988.

(b) "Tobacco products" includes, but is not
limited to, all forms of cigars,'smoking tobacco, chewing
tobacco, snuff, and any other articles or products made of,
or containing at least 50 percent, tobacco, but does ﬁot |
'inc;ude»cigarettes.» |

(¢) "Fund” means the Cigafette and Tobacco
Products Surtax Fund created by:Sectioﬁ 30122,

30122, b(a) The Cigarette'and Tobacco Products
Sdrtax Fund is heréby created in the State Treasury. The
fund shall consist of all revenues déposited therein
pursuant to this article. Moneys in,thé!fund may only be
appropriated for the following purposes: ’

(1) Tobacco-related school and'community health
education programs. | |

(2) Tobacco-related disease research.

(3)‘ﬁedica1 and hospital care and treatment of
patients who cannot afford to pay for those serviceé, and
for whom payment will not be made through any private
coverage or by any program funded in whole or in part by
the federal government. |

(4) Programs for fire prevention; environmental
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cqhservation:ﬁprotectidn,'restotetibn, enhaneemeht, and
maintenance of fish, waterfowl, and wildlife habitat areas;
and ehhaneement of state and local park and'recreation
purposes. | ' |

(b) ‘The fund consxsts of six separate accounts,

as follows-

(1) The Health Education Account, which shall

only be avajlable for approprlatlon for programs for the

preventxon and reduction of tobacco use, prlmarxly among

chlldren, through school and community health educatlon
programs.
(2) The Hospltal Services Account, wh1ch shall

only be avallable for approprlatlon for payment to public

and private hospitals_licensed pursuant_to subdiVieion (a)

of Section 1250 of the Health and Safety Code for the
treatment of hospital petients who cannot'affotdvto pay

for that treatment and for whom payment for hospital

~ services will not be made through private c°verage or by

‘any program funded in whole or in part by the federal

government.
(3) The Phy51c1an Serv;ces Account, whxch shall
oh1y~be avallable for approprlatlon for payment to

physicians for services to patients whe.canhot,affbrd to

pay for those services, and for whbm payment for physician

5
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services will not be made through private coverage'or by
any program funded in whole or in part by the federal
. government.

(4) The Research Account, which shall only be
available for appropriation for tobacco-felated disease
research.

(5) The Public Resources Account, which shall
on1§-be available for appropriation in equal amounts for .
both of the following: |

(A) Progfams to profect, restore, enhance, or
maintain fish, waterfowl, and wildlife habitat.

(B) Programs tb enhance state and local park and
recreation resources. - -

" (6) The Unallocated Accouné, which shall be v |
available for apprbpriation for any purpose speéified in
subdivision (a). | |

30123. (a) In addition to the tax imposed upon
thé distribution of cigarettes by this chapter, there
shall be imposed upon every distributor a tax upon the
distribution of cigarettes at the rate of tweive and
one-half milis ($0.0125) for each cigarette distributed.

| (b) There shéllvbe imposed upon every |
dis;ributor a taX‘upon'the distribution of tobacco

products, based@ on the wholesale cost of these products,
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at a tax rate, as determined annually by the State Board
of Equalization, which is equivalent to the combined rate
of tax imposed on cigarettes by subdivision (a) and the
other provisions of this part.‘ -
| 30124. (a) With the exception of payments of

refunds made pursuant to Article 1l(commencing with’
Section 30361) of Chapter 6, and reimbursement of the
State Board of Equalization for expenses incurred in the
administretion and collecticn of the tax imposed by
Section 30123, pursuant to its powers vested by thls part,
all moneys talsed pursuant to the taxes 1mposed by’ Sectlon
30123 shall,be deposited into the fund as provided in
subd1v1slon (b) | - )

(b) Moneys shall be deposited in the fund
according to the fellowing formula:'

(1f Twenty percent of every dollar shall be
deposited in the Health Education Account.

(2) Thirty-flve percent shall be deposxted in
the Hospital Services Account. A

(3) Ten percent shall be depoeited in the
Phy51c1an Serv1ces Account. | ‘ |

(4) Five percent shall be deposxted in the
Research Account. |

(5) Five percent shall be-depoeited in the
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Public Resources Account.

(6) Twenty-five percent shall be deposited in
the Unallocated Account.

(c) Any amounts appropriated from ény account
Specified-in subdivision (b) which is not encumbered
within the petiod prescribed by law shall revert to the
accouﬁt from which it was appropriatedr

30125. Funds expended pursuant to this article
shall be used only for the purposes expressed in this
5rticle and shall be used to supplement existing levels of
service and not to fund existing levels of service.

30126. The annual determihation required of the
State Board of Equalization pursuant to subdivision (b) of
Section 30122 shall be made based on the wholesale cost of
tobacco products as of March 1, and shall be effective
during the state's next fiscal year.

30128. This article shail take effect on
Jénuary 1, 19?9.

30129, The tax imposed by Section 30122 shall
be imposed oﬁ every cigarette and tobacco product in the
possession or under the control of every dealer and
distributor on and after 12:01 a.m. on January 1, 1989,
pursuant to rules and regulations promulgated by the State

Board of Equalization.
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30130.. This article mgy be amended only by vote
Of'fOUt;fiffhs of the membership of both houses of the
Legislature. All amendments to this article must be
consistent with its“purposes.v | .

SEC. 6. If any sectioﬁ, of this measure or part
thereof, is for any reason held to be invalid or

unconstitutional, the rémaining’sections shall not be

| affected but ﬁill remain in full force and effect.

-0 -



