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S.B. 101:  COMMITTEE SUMMARY CIGARETTE TAX STAMPS

Senate Bill 101 (as introduced 2-4-97)
Sponsor:  Senator Doug Carl
Committee:  Finance

Date Completed:  2-11-97

CONTENT

The bill would amend the Tobacco Products Tax Act to require that a tax stamp be affixed to
all individual packages of cigarettes sold in Michigan; prescribe who would have to affix the
stamps, when, and where; require licensees to report specific information to the Department
of Treasury each month regarding the number of cigarettes sold and tax stamps used; and
establish penalties for persons who possessed cigarettes that did not have a tax stamp, and
for persons who unlawfully manufactured or possessed a tax stamp.  The bill would take effect
June 1, 1997.

Currently, under the Act, a wholesaler is defined as a person who purchases all or part of his or her
tobacco products from a manufacturer, who sells 75% or more of those tobacco products to others
for resale, and who maintains an established business where substantially all of the business is the
sale of tobacco products or cigarettes and related merchandise at wholesale and where at all times
a substantial stock of tobacco products and related merchandise is available to retailers for resale.
An unclassified acquirer is a person, except a transportation company or a person who purchases
at retail from a retailer, who imports or acquires a tobacco product from a source other than a
licensed wholesaler or secondary wholesaler (a person who sells a tobacco product for resale and
who purchases it from a licensed wholesaler).  A transporter is a person importing or transporting
into the State, or transporting in the State, a tobacco product obtained from a source located outside
the State, or from any person not licensed under the Act.  

The bill provides that beginning June 1, 1997, within 48 hours of taking possession of cigarettes, a
wholesaler or an unclassified acquirer would have to place or cause to be placed a tax stamp on
each individual package of cigarettes to be sold within Michigan.  The tax stamp would have to be
affixed to the individual package of cigarettes in a location on the individual package as determined
by the Department of Treasury.  A person, other than a wholesaler, unclassified acquirer, or
transporter, could not possess, purchase, acquire for resale, or sell an individual package of
cigarettes or a cigarette from an individual package unless that individual package of cigarettes had
a tax stamp affixed to it as provided in the bill.  “Tax stamp” would mean a distinctive character,
indication, or mark, as determined by the Department, attached or affixed to an individual package
of cigarettes by mechanical device or other means to indicate that the tax imposed under the Act had
been paid.

Beginning April 1, 1997, a wholesaler or unclassified acquirer could apply to the Department or a “tax
stamp agent” for tax stamps.  (A tax stamp agent would be a person in Michigan who was authorized
by the Department to sell tax stamps and collect the tobacco tax.)  If the Department determined that
a wholesaler or unclassified acquirer was financially sound, the Department would have to issue an
amount of tax stamps up to the monthly average for that licensee of the previous calendar year, or
some other amount as determined by the Department.  If the Department determined that the
wholesaler or unclassified acquirer was not financially sound, it could issue tax stamps only upon
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the filing with the Department of a bond in an amount at least equal to the value of an estimated two-
month supply of tax stamps as determined by the Department.  The Department could alter the
amount of the bond and impose any conditions on the bond as it considered prudent.

Currently, each month every manufacturer, wholesaler, unclassified acquirer, transportation
company, or transporter must file a return with the Department stating the amount of each tobacco
product sold and its wholesale price for each place of business in the preceding month.  The bill
provides that the return would have to include the number of individual packages of cigarettes; the
number of cigarettes in those packages; the number of tax stamps affixed to individual packages;
and the number of tax stamps and the serial number of each tax stamp in the licensee’s possession.

The bill provides that an unlicensed person who was in control or possession of an individual
package of cigarettes without a tax stamp would be personally liable for the tax imposed by the Act
plus a penalty of 100% of the amount of tax due.  A person who unlawfully manufactured,
possessed, or used a tax stamp, or a writing or device intended to replicate a tax stamp, would be
guilty of a felony punishable by imprisonment for at least six months but not more than 10 years, and
a fine of up to $10,000.

Currently, the Department may suspend, revoke, or refuse to issue or renew a license for failure to
comply with the Act or for any other good cause.  A person whose license is suspended, revoked,
or not renewed is prohibited from selling a tobacco product during the period of suspension or
revocation, or until the license is renewed.  The bill provides in addition that a person whose license
was suspended, revoked, or not renewed would not be eligible to purchase tax stamps.

Under the Act, licensees are required to keep detailed statements and records of the manufacturing,
purchasing, transporting, and acquiring of tobacco products, including the date of delivery of the
products at the various stages of their distribution.  The bill specifies that both the date and time of
delivery would have to be included on the statements and records.

MCL 205.422 et al. Legislative Analyst:  G. Towne

FISCAL IMPACT

This bill would increase cigarette tax revenue by an estimated $5 million in FY 1996-97 and $15
million in FY 1997-98.  These increases in revenue would be distributed as follows:  School Aid
Fund, 63.4%; General Fund, 25.3%; Health and Safety Fund, 4.0%; local health departments, 1.3%;
and Healthy Michigan Fund, 6%.

Fiscal Analyst:  J. Wortley
M. Ortiz
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