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MN'’s Tobacco Control Landscape

90 YEARS

OF TOBACCO CONTROL IN MINNESOTA

2015 State of Tobacco Control

A Smoke-Free Air
B cigarette Tax
B Cessation Coverage

F Tobacco Prevention
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Tobacco Taxes in Minnesota

May 2013

Governor Dayton Signs Tobacco Tax Increase




Raised the Excise Tax on Cigarettes
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Annual adjustment (indexing)

Closed the “Little Cigar” Loophole

Changed definition
of cigarette to
include so-called
little cigars

Created a Minimum Tax on
Moist Snuff:
95% of Wholesale Price OR
$2.90 per Container (cigarette tax)...
..whichever is greater

Increased the Tax on Tobacco Products
from 70% to 95% of Wholesale Price

New Tax on “Premium Cigars”
95% of Wholesale Price OR
$3.50 per Cigar...
...whichever is less




Increased the Fee on
Cigarette Manufactured by
Non-Settling Companies
from 35 cents to 50 cents per pack

Cigarettes = $3.43 per pack (Excise tax = $2.90 +
Fee in lieu of sales tax = 52.6 cents)

Little Cigars = Cigarettes for tax purposes
OTPs (including e-cigs) = 95% of wholesale price

Moist Snuff = 95% of wholesale price or $2.90 per
container whichever is greater

Premium Cigars = 95% of wholesale price or $3.50
per cigar whichever is less

Annual indexing on cigarettes
Non-settlement Manufactures Fee = 50 cents
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E-Cigarette Tax: How it Happened in MN

Now serving!
2005 2007 2010

New Products




The Tobacco Modernization and
Compliance Act of 2010
“The Tic Tac Tobacco Act”

Senate File 3055 / House File 3467

Sen. Dibble Rep. Davnie

Political Goal:

¢ Spotlight on the evolving
tobacco industry

e Talk about cheap prices
e Show new products

¢ Build toward a tobacco
tax increase

¢ Build relationships with
new lawmakers

Policy Goal:

e Update definitions to
capture new products
that were evading
tobacco tax laws, the
unfair cigarette sales
act, promotional
distribution, and
youth access laws.

MN Tax Statutes

OLD DEFINITION

Subd. 19. Tobacco products. "Tobacco products" means cigars;
little cigars; cheroots; stogies; periques; granulated, plug cut,
crimp cut, ready rubbed, and other smoking tobacco; snuff; snuff
flour; cavendish; plug and twist tobacco; fine-cut and other
chewing tobacco shorts; refuse scraps, C|Ipp|l’1gS cuttlngs and
sweepings of tobacco and other k|nds and forms.o

in a pipe or otherwise, or both for chewing and
not include cigarettes as defined in this section.

Minn. Stat. § 297F.01, subd. 19 (1997)

MN Tax Statutes

NEW DEFINITION

Subd. 19. Tobacco products. "Tobacco products" means any products
containing, made, or derived from tobacco that is intended for human
consumption, whether chewed, smoked, absorbed, dissolved, inhaled
snorted, sniffed, or ingested by any other means, or any component, part
or accessory of a tobacco product, including, but not limited to, cigars;
little cigars; cheroots; stogies; periques; granulated, plug cut, crimp cut,
ready rubbed, and other smoking tobacco; snuff; snuff flour; cavendish;
plug and twist tobacco; fine-cut and other chewing tobacco; shorts; refuse
scraps, clippings, cuttings and sweepings of tobacco, and other klnds and

forms of tobacco, prepared-in-such as-to-be suitablef

oF ing-in-a-pipe-or-otherwi +both-for-chewing-and but

does not include cigarettes as defined in this section. Tobacco product
excludes any tobacco product that has been approved by the United
States Food and Drug Administration for sale as a tobacco cessation
product, as a tobacco dependence product, or for other medical purposes
and is being marketed and sold solely for such an approved purpose.
Minn. Stat. § 297F.01, Subd. 19 (2010)

New Section of Law

609.6855 SALE OF NICOTINE DELIVERY PRODUCTS TO
CHILDREN.

Subdivision 1. Penalty to sell. (a) Whoever sells to a person
under the age of 18 years a product containing or
delivering nicotine or lobelia intended for human
consumption, or any part of such a product, that is not
tobacco as defined by section , is guilty of a
misdemeanor for the first violation. Whoever violates this
subdivision a subsequent time within five years of a
previous conviction under this subdivision is guilty of a
gross misdemeanor.




Success: Policy Win

Challenges

Department of Revenwe
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E-cigarettes are Taxable in Minnesota
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One time use e-cigarsttn Taxable

Meusuabie, refiiabie device & cumwm:-l Hat Taxatile

Cartridges,/e-jubce containing nicatine [ Taxable
Not Taxasle

Cartridges/ e-jubce with 0% nicotine

MINNESOTA- REVENUE

Challenges

Explosion of nontraditional distribution channels

— What is the taxable transaction?

Manufacture = Distributor = Retailer




Challenges Thoughts

¢ Lack of action by FDA
¢ Compliance capacity

1. Clear definition / Agreement at the top

¢ Unable to specify how much tax revenue is
generated from e-cigarettes/nicotine

e What is the taxable unit?
¢ Claims of “non-tobacco” nicotine

2. Tax nicotine — not nicotine derived from
tobacco

3. Strong compliance and enforcement
infrastructure

Thank you!
Molly Moilanen, MPP
ClearWay Minnesota

Director of Public Affairs

952-767-1400




