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SENATE TAXATION COMMITTEE 
MEETING OF APRIL 19, 1977 

The meeting was called to order by Chairman Bryan. The following 
members were present: 

Senators Gary Sheerin, Norman Ty Hilbrecht, Carl Dodge, 
Norman Glaser, Floyd Lamb and Richard Bryan. 

The following items were considered: 

AB 347 Excludes combustible gases from taxation as a 
special fuel. 

Speaking in favor of the bill was: 

Assemblyman Paul May stated this measure would benefit two 
taxi cab companies in Clark County. The only opposition heard 
in the Assembly Taxation Committee was from the Nevada Highway 
Department. These two taxi cab companies have taxis which are 
equipped to burn a clean-burning, non-polluting compressed gas. 
The companies told the Assembly Committee that when they equipped 
their cars to use this gas, they were under the impression that 
they would be exempt from state taxes. The Department of Motor 
Vehicles presently imposes a tax of six cents per gallon. The 

·california and federal government does not tax this type of gaso
line. The DMV did not find out .. that the cab companies were 
using this fuel until an explosing occurred at the taxi plant. 
The DMV brought suit to collect the back taxes. 

Senator Sheerin stated he is concerned that in the future 
everyone may use the propellent and no one would be paying for 
the use of the highways. 

Assemblyman May said there may be a need to impose a 
vehicle fee in which each vehicle using this type of propellent 
would pay it in lieu of the tax. 

Mr. Jim Bell and Don Walls of Whittlesea Blue Cab Company 
read from a prepared statement. The statement is attached. 

Senator Dodge asked why no one inquired whether it was 
tax exempt before equipping the cabs to use the gas. 

Mr. Walls said he did not know. 

Senator Sheerin stated 366.190 says the taxes hereby 
imposed at the rate of six cents per gallon on sale or use of 
special fuels. Combustible gases are included in the definition 
of special fuels. 

Senator Dodge asked if Whittlesea Blue Cab Company is 
taking the position that it should escape taxation when it is 
using the streets, roads and highway system in Clark County. The 
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whole theory of the imposition of fuel taxes on the users of 
motor vehiclBs is to help build and maintain the streets and 
highways in Nevada. It is constitutionally protected whereby 
none of that money can be diverted. 

Mr. Walls said it sometimes is a question of trade-offs. 

Senator Sheerin asked Mr. Lien what is the import of 
chapter .365 in relation to .366. 

Mr. Lien stated .365 is motor vehicle fuel. Chapter .366 
is special fuel. 

Senator Sheerin asked if those classifications of fuel 
were mutually exclusive of each other. 

Mr. Lien said a person would not have to pay both taxes. 

Senator Bryan asked what was the rational for the impo
sition of the tax. 

fund. 
to the 
and the 
back to 
or road 

Mr. Lien stated the special fuels tax goes to the highway 
Four and one-half cents of the motor vehicle fuel tax goes 
highway fund. One and one-half cent goes back to the cities 
counties and there is an optional 1-2 per cent which goes 
the counties. The money goes to the county regional street 
fund. 

Speaking in opposition of the bill was: 

Mr. Grant Bastian, of the Nevada Highway Department, 
stated this bill would make free use of the highways available to 
a certain select group of people within the state who elect to 
convert. It would also make available the streets and highways 
within the cities, which are supported by regional streets and high
ways monies, free to these vehicles. It is the department's con
cern that President Carter's Administration is considering increas
ing the tax on gasoline. To delete taxes on liquid gases would 
motivate people to convert to natural gas, butane and propane. 
Therefore, there would be more people traveling on the highways 
without paying a user tax. 

Senator Bryan asked who is covered under the special 
fuel tax. 

Mr. Bastian said it covers the natural gases. 

Senator Bryan asked how much tax was levied on special 
fuels. 

Mr. Bastian said it is· usually the same as is paid on 
gasoline. 
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Senator Bryan asked what would be the fiscal impact. 

Mr. Bastian said immediately there would be $120,000 
revenue lost from the highway fund per year. If there is an add
itional tax placed on fuel on the national level, there would be 
increased conversion by private citizens who would, therefore, 
avoid any tax. 

AB 500 Requires hearing by state board of equalization 
on value changes for certain utility property. 

Testifying in support of the bill was: 

Mr. Clark Guild, Jr., representing Union Pacific Railroad, 
stated the purpose of the bill is to give notice to any interested 
person when the State Board of Equalization proposes to increase 
valuation of any property on the assessment. There has been 
circumstances where the Tax Commission would set the rate during 
their October meeting. Then, in the Board of Equalization hearings 
in February, increases in values occurred. The purpose;of this 
bill is, in the event the State Board of Equalization proposes 
to increase valuation, the taxpayer would ha,ve the opportunity to 
be notified in advance and would be allowed'to state his position. 
Mr. Guild related the situation which prompted this legislation. 
At the meeting of the State Board of Equalization of February 3, 1975, 
the Tax Commission was then acting in the capacity of the State 
Board of Equalization. This has since been changed. The staff 
presented to the Board of Equalization four different methods of 
determining valuation of railroad property and left it up to the 
State Board of Equalization to choose the one it desired. There 
was no opportunity for the railroad, absent a formal court action, 
to have an opportunity to present its finalized suggestion of 
valuation. 

Mr. Jim Lien, Deputy Director of the Department of Tax
ation, stated what occurred in 1975 is immaterial to what is here 
because two new boards have been instituted since that time. 
The policy of the current State Board of Equalization is to give 
notice. However, the Department has no objection to his bill. 
In fact, it likes the language because it places the policy in the 
statute so that a future board could not reverse the policy and 
raise values without giving due notice. 

Mr. Carl Soderblom, representing the Nevada Railroad 
Association, the Southern Pacific Railroad Company and the Western 
Pacific Railroad Company, stated that this is a much needed amend
ment to the present statute. 

AB 262 Provides an election to pay property tax levied 
against certain mobile homes in quarterly install
ments. 

Testifying in support of the bill was: 
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Mr. Ernest Miller, representing the Northern Nevada 
Mobile Home Owners Association, read from-a prepared statement 
which cited the reasons his organization was in favor of AB 262. 
The statement is attached. 

The Clark County Assessor's Office submitted a written 
statementof proposed amendments to the bill. The statement is 
attached. Mr. Gary Milliken, from the Clark County Assessor's 
Office, stated the suggested amendments increase the penalties. 
As the bill is currently written, those sections dealing with the 
penalties state the assessors would have to put a notice on every 
mobile home if the taxes are delinquent. When it becomes delinquent 
in the next payment, the assessors would have to put up the notice 
again. For late payers, this would have to be done four times 
per year. Under the suggested amendment, the first time the owner 
becomes delinquent, the entire amount becomes due at that time. 
Otherwise it would be physically impossible for the Clark County 
assessors to handle AB 262. The proposed sticker is also a real 
problem. It was tried to be amended in the Assembly. What they 
came out with is on page three, number two. The sticker can be 
mailed to the owners but it will quadruple the expenses. There 
will be a need for four stickers instead of one sticker. 

Senator Dodge stated what really needs to be done is to 
work out a system of treating mobile homes as advalorem property. 
On one hand, mobile home owners want to be treated like a stick 
house and, on the other hand, they don't want to accept a market 
value concept which is applied on a stick home. 

Mr. Milliken estimated Clark County would lose approxi
mately $20,000 because of AB 262. 

Senator Bryan proposed a compromise amendment which would 
state that if in any quarter the tax becomes 10 days delinquent, 
the entire amount becomes due and payable. 

Senator Sheerin asked why the bill limits it to the 100,000 
people in the counties. 

Mr. Jim Lien, of the Department of Taxation, stated the 
limitation was made because the rural counties were primarily against 
it. He felt this makes the bill inequitable. If it's going to 
be offered to one mobile home owner, all mobile home owners should 
have the same opportunity. Mr. Homer Rodriquez, Carson County 
Assessor, had expressed to the Assembly Taxation Committee that the 
small counties are opposed to the quarterly payment plan. Their 
primary concern was with having to have four stickers. They 
were also concerned about being able to keep track of the mobile 
homes. Most small counties:' don 1 t, have the manpower to police 
mobile home areas. It creates an additional work burden for the 
small county assessor's office. 

Senator Sheerin asked if the cost of enforcing the bill 
would rise. 
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Mr. Milliken said it would rise considerably. To imple
ment the program the first year, it will cost the county $200)000. 

Senator Bryan asked how many mobile homes in the county 
the size of Clark would have payments of over $100 per year. 

Mr. Milliken said, as of March 4, 1977, 13,920 were under 
$100 and 5,315 were over $100. 

Mr. Lien said there would be an additional 2,500 mobile 
homes in Washoe County with payments over $100. That makes approx
imately 7,500 mobile homes for both counties. State-wide there 
are approximately 11,000 mobile homes. 

Mr. Milliken said of that 5,300, at least half of them 
own their own property. 

Senator Bryan asked Mr. Lien to estimate how many mobile 
home owners would participate in this program. 

Mr. Lien estimated that 5,000-6,000 would take advantage 
of the program out of the 11,000 eligible. 

AB 363 Provides for imposition of county cigarette tax 
to finance certain recreation projects. 

Speaking in support of the bill were: 

Mr. Bill Briare, Mayor of Las Vegas, cited many points 
which support the building of this complex. It cannot be disputed, 
that the Las Vegas Convention Center has been the best investment 
Clark County ever made. There has been a continual building ex
pansion program at the Convention Cent~r. Recently a very valuable 
and much needed piece of land was purchaseq by the Convention and 
Visitors Authority because they are just plain running out of 
property. A downtown annex for purposes which are no longer feas
bile at the Paradise Road £acility seems to be a natural solution. 
It is recognized that consideration is being given to finance and 
construct an lB~OOO-seat basketball pavillion on or near the 
University of Nevada, Las Vegas campus. The question of two arenas 
for sporting events arises. He questioned the need for a single
purpose facility, such as the basketball stadium, which would re
quire using land for parking space rather than for academic purposes. 
A five cents per package additional tax on cigarettes is requested 
to help underwrite a bond issue to be approved by the voters of 
Clark County. The sponsors of this legislation are convinced of 
voter support for this additional tax. This will be a self-imposed 
tax. There is need for additional meeting facilities in downtown 
Las Vegas. Legislative authorization for permission to obtain 
voter approval is the first of several steps. 

Senator Dodge stated if this additional tax is imposed, 
would that impair the legislature as far as making decisions on 
types of taxes that ought to be put on in the future to finance 
cities. An interim study has been requested on the financial 
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needs and integrity of the fiscal review of the cities. If it is 
determined there ar-e additional financial needs of cities, the 
cigarette tax would be one of the areas that would be approached 
for relief to the cities. If an additional tax on top of the 15 
cents was imposes, it might get to the point where the tax is 
self-defeating as far as the amount of revenue that would be 
raised. 

Mayor Briare stated the benefits that would be derived 
from a facility of this nature would far outweigh the loss of 
future financing along the cigarette tax base. 

Senator Dodge asked if Mayor Briare could assure the 
committee that he wouldn't have requests in this legislature 
during the next session for increases revenues for the City of 
Las Vegas. 

Mayor Briare said he could not. 

Senator Glaser stated he shared Senator Dodge's concern 
in this area. He said he wasn't convinced that even though _AB 100 
has been passed, that it would alleviate the Indian advantage in 
selling cigarettes. It will become more attractive to buy for 
the Indians if the 15-cent tax was imposed. 

Senator Lamb stated the cities and counties should be 
more concerned than anyone with this bill because of using a tax 
base which was set aside for the cities and counties. It will be 
difficult to return the next session and request to put more tax 
on cigarettes to implement the city. 

Senator Sheerin said he suspected non-smokers would 
these facilities, and yet they are not going to pay for it. 
asked if any consideration was given to other kinds of taxes 
raise this money. What was the logic behind the decision to 
this additional tax. 

Mayor Briare said he could not answer the question. 

use 
He 
to 
suggest 

Senator Bryan asked if the City Commission had taken a 
position on this bill. 

Mayor Briare said it had not. 

Senator Bryan stated th~ City Commission cannot abdicate 
its respon~ibility by deciding to leave it up to the vote of the 
people. The Commission should take a position. 

Senator Glaser stated the room tax was originally imposed 
to build the convention center. He asked if there was any money 
left over to build additional facilities. 

Mayor Briare said most of the additions after the re
funding of the bonds at the convention center have been financed 
out of current operating capital. That's why it was indicated that 
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land has run out at the Paradise Road convention site. That's why 
the same type of funding is being suggested downtown, but there 
has to be some bond underwriting guarantee. 

Senator Lamb made the observation that he believed the 
County Commission does not favor this bill. He stated he would 
like to hear an opinion from the County Commission. This is the 
cities and counties tax. If the city didn't have the cigarette 
tax, it would be requesting more funding from the county. 

Senator Sheerin stated it is entirely possible that this 
tax could be enacted and that the revenue produced by this tax 
might not be sufficient to take care of the bonds that are indebted. 
Does this bill also trigger a general obligation of the county 
or city in case there isn't sufficient money generated from this 
tax. 

Mayor Briare said the proposal is that it would be a 
general obligation bond which would be approved by the voters with 
various forms of underlying methods of financing, one of which would 
be a five-cent cigarette tax. 

Mr. Frank Scott, President of the Nevada Resort Hotel 
Association, said his organization supports the bill. The asso
ciation felt that an increase.in the room tax would not be good 
for the industry. It would give an advantage of Los Angeles~ 
which also chareges a six per cent room tax, particularly in bidding 
for conventions. The cigarette tax is an equitable tax. The 
hotel industry feels it is selling 75 per cent of the tobacco sold 
in Clark County. Therefore, the tourists would be paying for the 
facility. 

Senator Bryan asked Mr. Lien for figures on cigarette 
sales in Clark County. 

Mr. Lien stated that approximately $6 million was collected 
in cigarette taxes last year by Clark County. He said the cigarette 
tax revenue is deteriorating because of increased sales by Indian 
smoke shops. 

Senator Hilbrecht stated that while the local cigarette 
market might be impaired by the Indian smoke shop, the tourist 
market would not be impaired. 

Mr. Tom Kruse, from the Department of Taxation, said that 
the taxes collected from the cigarette tax are almost stagnant. 

Mr. Scott said he was amazed at the profits made from 
cigarettes in hotels. His hotel makes from its own machines alone 
$3,000 per month. 

stated 
as the 

Mr. Oran Gragson, from the Downtown Progress Association, 
this facility is proposed to be constructed on what is known 
Railroad Property I which is property of the Upland Industrt;,\n 
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Upland is wholly owned by the Union Pacific Railroad. Upland 
Ind11stries has proposed to provide whatever land is necessary for 
this facility. There is a firm option on 30 acres and a tentative 
option on 10 more acres. Upland Industries has also stated it will 
make available whatever land is needed for parking facilities. 
He stated this facility will increase the overall economy in 
Clark County to the point that it will far 0-off set any loss incurred 
in the cigarette tax revenue. It will also increase the cigarette 
tax the cities in Clark County receive because it will bring in 
more tourists, who will buy more cigarettes. Every possible fac
ility is needed in Clark County to further attract tourists. The 
cigarette tax revenue did not increase as much as it should. In 
1976, it increased $27,000 although the Indian reservation increased 
much more. It proves that the increase of tourists off set the 
increase of Indian sales. The city received $4,320,756 of the cig
arette tax. 

Senator Dodge asked Mr. Gragson if there was a back-up 
plan for funding of this facility. 

Mr. Gragson said there was not. This option cost only 
$1 and it is good only until it is determined that the city cannot 
construct the vacility. Extensions are built into the option in 
case of difficulties. The property is being optioned for approx
imately one-fourt the actual value. 

Mr. Myron E. Leavitt, City Commissioner of Las Vegas, 
stated he personally was on record as supporting the bill. He said 
the matter can be discussed at the next meeting and a resolution 
will be presented to the committee. 

Senator Dodge said he was curious about the city's position 
in supporting this tax which could be an invasion in a potential 
tax base for city services. He said it seemed inconsistent that 
the City of Las Vegas could support this bill unless it felt there 
was.no need to request the legislature in the next ses~ion for 
financial relief. 

Mr. Leavitt stated he felt there is a need for financial 
relief, but this may not be the only source of revenue. 

Senator Lamb asked where Mr. Leavitt sees this additional 
revenue coming from. 

Mr. Leavitt said he was going to look for the state leg
islature to find it. 

Senator Bryan requested that Mr. Lien give the Department 
of Taxation's analysis of this bill with the understanding that 
he was appearing neither as an advocate or an opponent of the bill. 

Mr. Lien stated the department wants to be on the record 
as not opposing the sports complex in Clark County, but does have 
to express grave concern about raising teh cigarette tax because 
the cigarette tax is a deteriorating source of revenue as a resuEPl:l 
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of Indian smoke shops. It is the state's only declining revenue. 
The fact that a sports complex may benefit the local area and stim
ulate sales tax does not take into cinsideration that the cigarette 
tax is distributed state-wide on a population basis. Any deterior
ation of sales in any one area affects all areas in the state. 
In 1976, the state sold one million packs fewer than in 1975. 
For the first three months in 1977, the state sold 27,600 fewer 
tax-paid packages than it did during the first three months in 
1976. This gives evidence that for the second year the tax is 
heading towards further deterioration of this revenue source. 
In 1976, Indian smoke shop sales cost the state $1.1 million in 
cigarette taxes for an average of $96,000 per month. For the first 
three months in 1977, the monthly average loss is $143,000. Clark 
County cities lost approximately $635,000 in revenue from this 
source in 1976. Projected for 1977, based on the $143,000 month tax, 
the Clark County cities will lose approximately $978,000 in revenue 
from this source. The loss for the City of Las Vegas in 1976 
was 4442,000. The projected loss for 1977 is $665,000. In addition, 
in Las Vegas alone, Indian sales have increased from 35,000 cartons 
in January 1976 to 99,000 in March 1977. That~figure means that 
$99,000 in cigarette tax and 12,700 in sales tax was lost as a 
result of the Las Vegas store alone. That meant a $57,000 loss to 
the Clark County cities in cigarette tax in the month of March. 
Cigarette sales by Indian smoke shops have increased 241 per cent 
from January 1976 through January 1977. Overall, the packages sold 
increased nine per cent but the state tax packages decreased by 
one per cent. As of March, 13.8 per cent of the cigarettes sold 
in Nevada were sold by Indian smoke shops as compared to seven per 
cent one year ago. The Las Vegas smoke shop accounted for 10.4 
per cent of all cigarettes sold in the state in March. The additional 
five cent economic advantage combined with the psy9hblogical 
impact of a higher tax rate will, in the Department of Taxation's 
opnion, stimulate further smoke shop sales. In addition, bootlegging 
becomes a problem with the tax increase. Policing bootlegging is 
beyond the department's capability. Countefeiting also is ar' 
potentiality with a 15-cent tax. New York and other entities have 
experienced a decline in revenue after increasing their tax rate. 
Using the 1976 pack sales, the five cent Clark County tax would 
generate approximately $3 million per year. With a 33 per cent 
increase in smoke shops sales, that five cent increase would be 
negated. There would be an offset and no benefit. The department 
believes that since the cigarette tax is a deteriorating source 
of revenue to the detriment of all local governments that perhaps 
the legislature should consider other sources of revenue to finance 
the types of projects which are contemplated in AB 363. AB 100 
won't be a cure all. It won't automatically stop sales from Indian 
smoke shops. There won't be any direct benefit to Nevada as a 
result of AB 100 for at least two years. 

Senator Sheerin said suppose there wasn't the smoke shop 
issue. What then would be the Department of Taxation's position. 
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Mr. Lien said the department would be ssing the cigarette 
tax as a growing tax source and then, with the fact that it is 
being offered for a local vote, it would see no problem except the 
legislature's concern for expanding the tax at a later point for the 
benefit of all local governments. 

Senator Sheerin asked if revenue bonds would be saleable 
if they were sold based on user fees. 

Mr. Lien said, based on the success of the Las Vegas Con
vention Authority and the profitable situation with the present 
facility, it would be saleable. Some of the payments, however, will 
be due prior to any user fees being generated from the facility. 

Senator Sheerin asked if it would be more saleable if there 
was revenue in front of the general obligation bonds. 

Mr. Lien said it would be more saleable because general 
obligation debt always has first call on the tax rate. 

Senator Sheerin said that would be another means of raising 
the funds for this facility. He asked Mr. Lien if he knew of any 
other means to raise the money. 

Mr. 
what sources 
valorem tax. 
proposed tax 

Lien said the local entities would have to determine 
they had available. There's the room tax and the ad

He submitted a graph with tells of the effect of this 
on the tax dollares. The sheet is attached. 

Senator Dodge asked Mr.;Bob Warren what is the position of 
the other cities. 

Mr. Warren, Director of the Nevada League of Cities, stated 
that initially 13 cities opposed this issue. Three cities took 
no position. There were three concerns. Firstly, it was opposed 
on principal that smokers shouldn't be required to pay the,:cost 
of financing recreational facilities. Secondly, there was the 
belief that the existing authority of fair and recreational boards 
to collect the transient room tax should be used to finance recreat
ional facilities. Thirdly, it was £elt there would be encouragement 
of additional sales from smoke shops and, possibly, additional 
bootlegging. However, Mr. Warren was advised if AB lOQ was passed, 
some cities would reconsider their positions. After the position 
of the City of Las Vegas was presented to the 16 mayors, three 
cities which originally opposed the bill decided to take no position. 
Consequently, there are six cities which take no position and 10 
which are opposed. The cities opposed are Caliente, Carlin, Carson 
City, Ely, Fallon, Henderson, Lovelock, North Las Vegas, Reno and 
Sparks. Those taking no position are Boulder City, Elko, Gatts, 
Wells, Winnemuca and Yerington. 

Those speaking in opposition to the bill were: 
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Mr. Joe Mid.more, representing the Tobacco Tax Council, 
submitted three booklets entitled, "Michigan and the·Cigarette 
Tax," "Report of the NYS Special Task Force on Cigarette Bootlegging 
and the Cigarette Tax," and "Quick Topics." The booklets are att
ached. Mr. Midmore stated the cigarette tax revenue is deterior
ating. The cigarette tax is the City of Las Vegas' third source 
of revenue after advalorem and sales tax. He felt the City of 
Las Vegas was playing with dynamite. Mr. Hal Smith, of Burroughs 
and Smith, worte a letter to the Assembly Taxation Committee, which 
said that AB 363 could finance the proposed downtown center in 
Las Vegas based on historic cigarette tax revenues. Historic 
cigarette tax revenues are not being dealt with now because they 
are decreasirig~, He questioned Mr. Scott's figure of 75 per cent 
of the cigarettes being purchased by hotels. He said there was 
a bootlegging threat. He used the situation in the East Coast as 
an example. Those states with the highest cigarette taxes are having 
the heaviest bootlegging problem. Bootlegging was started by ama
tuers, but the Mafia has taken over. Since organized crime took 
over, hijacking, theft of cigarette stamps and stamp machines, 
and counterfeiting of stamps are major problems. This is spread-
ing west. ~One of the new areas being considered by the Mafia is 
Tuscon~ Arizona. That is close to home. Every study made on the 
bootlegging problem has recommended that the tax be lowered in order 
to decrease the incentive for profit on the bootlegger's part. A 
15-cent tax in parts of Nevada would give these people an opportunity 
to profit by operating in Nevada. Putting it to a vote of the people 
is incorrect. They are not being asked to tax themselves. They are 
being asked to tax on segment of the economy. 

Mr. Clyde Crutchfield, repr~senting 16 vending companies 
and 10 Smith Food chain stores in Las Vegas, submitted a folder 
of newspaper clippings and charts. Articles are attached. Mr. 
Curtchfield stated that at ·o:rie time he bought.$13,000 of tax stamps 
per week. Now he is only buying $5600 worth of stamps per week. 
There are two questions involv¢d with this issue. Firstly, is 
there a need for such a complex downtown? Secondly, where does 
the money come from? He suggested the ballot should aske if the 
voters want an increase in cigarette tax, an additional room tax 
or none of the above to pay for·'.::J:he · downtown sports complex. 
Two years should be allowed to see if AB 100 is going to be effect
ive before the cigarette tax is increased and construction is 
started on the sports complex. He questioned the figure that 
75 per cent of the cigarettes are sold in hotels. 

Mr. W.R. Patton, of the Carson-Tahoe Vending Company, 
stated he was not opposed to the sports complex in Las Vegas, but 
his industry is opposed to paying for it. He said he did not feel 
the revenue will be generated to pay for this project through 
cigarette taxation. The diminishing returns on cigarette taxes 
is obvious. 

Senator Glaser asked Assemblyman Paul May, CJJairman of 
the AssembJy Taxation Committee, if this bill was shoed to 
Governor O'Callaghan. The Governor said two years ago that 
there would be no new taxes. 



• -

I 

Senate Taxation Committee 
April 19, 1977 
Page Twelve 

Assemblyman May answered the Governor has indicated he 
did not want any new taxes iriipo-sea during his term of off ice. 
Firstly, the bill provides that the question shall go to the 
general election in the year 1978. Secondly, the effective date 
on the bill was amended to become January 1, 1979. Thirdly, 
the measure provides for a vote in each county. It would be 
unlikely that any county could, within 20 days after Janaury 1, 
cause the election to be placed on the ballot. 

Mr. Steve Stucker, representing the City of North Las 
Vegas, stated he shared the concern for the financial integrity 
of local governments. There is concern on the effects of this 
bill on the City of North Las Vegas. In 1976, North Las Vegas 
lost approximately $127,000 in cigarette tax and the Department 
of Taxation estimates that loss will increase to $190,000 in 1977. 
The main reason for the loss is the sales by Indians. He questioned 
why section 14 of the bill limits construction to sports facilities 
only and excludes other recreational facilities. The definition 
of recreatonal facilities in section 12 includes convention halls. 
It appears the intent of this bill is to have sports facilties 
and not convention facilities for the use of this money. 

Mr. Gragson stated the road construction would be paid 
by the REgional Streets and Highways Fund for the east-west route. 
This route will be built regardless of whether the sports complex 
is built or not. Regarding the Governor's opinion, he requested 
three amendments to the bill. Firstly, that the election be in 
1978. Secondly, that the tax not be imposed until January 1, 1979. 
Thirdly, that the cigarette tax of five cents be imposed rather 
than have increments of .5 to 5 cents. 

Mr. Scott explained he was in error when he said hotels 
sell 75 per cent of the cigarettes. He changed that figure to 
66 per cent. 

Mr. Lien supported Mr. Scott's figure. 

Mr. Crutchfield stated that was assuming that 800,000 
tourists smoke and 800,000 tourists ~tayed in hotels. 

AB 277 Provides property tax allowance for structures 
with renewable resource heating or cooling systems. 

Assemblyman Sue Wagner stated that AB 277 deals with 
property tax allowances for owners of residential buildings 
equipped with certain heating or cooling systems, which are 
specifically stated in the bill. The residential owner who has 
any of these stated stystems is entitled to an allowance against 
the property tax incrued. There is a limit on the rebate allowed 
and a restriction that the rebate cannot be granted in any assess
ment year in which the system is not used. The procedure for getting 
the rebate is based upon the same system as is sued in the Senior 
Citizens Property Tax Allowance Act. The bill addresses the 
possible alternative energy systems with the most potential in 
this state and those which are the most costly. The reason f?f,lS 
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introducing a bill such as this is the strong feeling that people 
in this stcrte must be encouraged to use some creativity and in
genuity in seekir.1g' alternative energy sources, which is now a 
critical concern and will become more so in the future. 

Senator Dodge asked where the rebate comes from. 

Mr. Lien said it comes from the state. This is no ero~ 
sion of the county base~ The county assessor sends a statement 
to the Department of Taxation showing the allowances granted and 
then the department will authorize a reimbursement to the county 
from the state general fund. A $32,000 appropriation has been 
approved by the Assembly Ways and Means Committee to cover the 
reimbursement based on approximately 350 untis over the next 
biennium with the appraised value of about $5,000 each. 

Senator Dodge asked if there was any problems with the 
mechanics of the bill. 

Mr. Lien stated the department was pleased with the 
mechanical process. 

Senator Sheerin moved to Do Pass and Re-Refer to Finance. 
Senator Glaser seconded the motion and it passed unanimously 
with Senators Hilbrecht and Lamb absent. 

There being no further business, the meeting was adjourned. 

Respectfully submitted, 

Colleen Crum 
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SECOND REPRINT A. B. 277 

ASSEMBLY BILL NO. 277-ASSEMBLYMEN WAGNER, MANN, 
BARENGO, HAYES, DREYER, SCHOFIELD, HORN, WEISE, 
GOMES, JACOBSEN, MURPHY, CRADDOCK AND HARMON 

FEBRUARY 7, 1977 --
Referred to Committee on Taxation 

SUMMARY-Provides property tax allowance for structures with. renewable 
resource heating or coolihg systems. (BDR 32-543) 
FISCAL NOTE: Local Government Impact: No. 

State or Industrial Insurance Impact: Yes . 

. EXPLANATION-Matter In Italics Is new; matter In brackets [ J Is material to be omitted. 

AN ACT relatihg to property taxes; providing an allowance agaih~t taxes on resi-. 
dential buildihgs equipped with certain heatihg or cooling systems; providihg 
a penalty; making an appropriation; and providihg other matters properly 
relating thereto. 

· The People of tlze State of Nevada, represented in Senate and Assembly, 
do enact as follows: 

1 SECTION 1. -Chapter 361 of NRS is hereby amended by adding 
2 thereto a new section which shall read as follows: · 
3 J. As used in tliis section, "qualified system" means any system., 
4: method, construction, installation, machinery, equipment, device or 
5 appliance which is designed, constructed or installed in a residential 
6 .· .. building to heat or cool the building by using: 
7 · ( a) Solar or wind energy; 
8 (b) Geothermal resources; 
9 ( c) Energy derived from conversion of solid wastes,· or 

10 ( d)' Water power, 
11 which conforms to standards established by regulation of the department. 
12 2. The owner of a residential building which is heated or cooled with 
13 a qualified system is entitled to an allowance against the property tax 
14 accrued: 
15 ( a) During the current assessment year if the building is placed upon 
16 the secured tax roll; or , 
17 (b) In the next following assessment year if the building is placed upon 
18 the unsecured tax roll, 
19 in an amount eqlf,lll to the difference between the tax on such property at 
20 its assessed value with the system and the tax on such property at its 
21 assessed value without the 'system. 

7 

dmayabb
Text Box
3

dmayabb
bill in library



SENATE 

DATE t(,/1 z,17 7 
PRINT -·· PLEASE PRINT-_-_ PLEiSE PRIN'l-;-~-- PLEASE PRINT -- PLEASE. .PRIN'l1 ---PLEASE 

---- --·---

FYING? NAME ORGANIZATION ADDRESS PHON 

. . - ------ --- ----

--------· ----

___ , ____ - - ---·-·· ··-··-··-------~-- ··-•. ·- --•- -- - ·· , _______ ·· -- ··-·-- - ---- - . - -· -· . ·- -------------- --------

-------------------- -------- - ·-•----- ·-- ·· · -- - -- -- · ·· ·-··· -- .. . ·······--· - -- --- . . ... .. . ---- - -------------

. ··- ---~--------- ·-------- - --- ----------- ---···~··--·- ·-" ·-

.. ·-·· - ·---.------------:.---- --- ----=----

-- -- ------- -- -·-- ·- ------- --- ... - ---- ------- ----------

~ 

·- - - - - .... . --- --- ·- . .. - -- . · • ·· ···· •·---- --------------,. ·- -- --- - . - . -

- - -- --- - · ---------- - --- - ·-· ··· ··---~-- - -· -

. ·· - · ·-------,..----------- . .. ---------- - -

•. ···-·-···--····' ··------_---5-



I 

CLARK COUNTY COURTHOUSE 
200 EAST CARSON AVENUE • LAS VEGAS, NEVADA 89155 

(702) 386-4011 

v/11/-n 
JEAN E. DUTTON, County Assessor K. DON DUNN, CAE, Assistant County Assessor 

April 14., 1977 

AMENDMENT TO 

A. B. 262 

Amend Subsection 5 of Section 1 to read as follows: 

5. If any person charged with taxes which are a lien on a mobile home 
as defined in NRS 361. 561 which taxes exceed $100 fails to pay: 

(a) Any one quarter of such taxes on or within 10 days following 
September 1, the entire amount shall become due and a penalty of 
10% plus $3. 00 for every month or portion thereof that has elapsed 
since September 1. 

(b) Any two quarters of such taxes on or within 10 days following 
December 1, the entire amount shall become due and a penalty of 
10% plus $3. 00 for every month or portion thereof that has elapsed 
since December 1. 

(c) Any three quarters of such taxes on or within 10 days following 
March 1, the entire amount shall become due and a penalty of 10% 
plus $3. 00 for every month or portion thereof that has elapsed since 
March 1. 

(d) The full amount of taxes, together with accumulated penalties 
on or within 10 days following June 1 becomes due. 

Amend Subsection 6 of Section 1 to read as follows: 

6. Any person charged with taxes which are a lien on a mobile home as 
defined in NRS 361. 561, who fails to pay the taxes within 10 days after 
the quarterly installment is due and payable, the property may be seized 
to satisfy any taxes and costs. 

. 549 
MEMBER INTERNATIONAL ASSOCIATION OF ASSESSORS 



CLARK COUNTY WASHOE COUNTY 
~ 

S::_ ·y: Tax Dollars Tax oollars Tax D::>llars Tax D::>llars 
Allocated Lost to Allocated wst to 

CALENIY\R. YFAR Tax Dollars (Back to Indian Tax fullars (Back to Indian 
1976 Collected Cla'£k) Sales .Collected Washoe} Sales = = 

@ 10¢ per package $ 6,512,640 $ 6,238,391 $ 797,040 $4,114,080 $ 2,763,643 $ 360,000 

@ 15¢ per package $ 9,768,960 $ 9,331,895 $1,195,560 $ 6,171,120 $4,265,282 $ 540,000 

Estimated Revenue collected Estimated 95% Estimated 73% 
@ 15¢ per package and sold in Clark sold in Washoe 
allocated if ItidiaJ.1 Sales County County 
increased by: 

10% $8,792,064 $ 8,398,706 $1,315,116 $ 5,554,008 $ 3,838,754 $ 594,000 

25% 7,326,720 6,998:921 1,494,450 4,628,340 3,198,962 675,000 

33% 6,545,203 I 6,252,370 1,590,094 4,134,650 2,857,739 718,200 

50% 4,884,480 4,665,948 1,793,340 3,085,560 2,132,641 810,000 

75% 2,442,240 2,332,974 2,092,230 1,542,780 1,066,321 945,000 

Note: 1 
At presen~, India.'1 sales in Las Vegas have increased by 10% between July 1976 and February 1977. Indian sales 
in Reno a.re increasing by approximately 5% per nxmth since starting late in 1976. 

Note: 2 
If the additional tax caused an increase in Indian sales of 33%, any tax benefit wuld be negated. 

The Ms.rch 14 calculations were based on the assumption that all stamps affixed by wholesalers vX>uld ranain in their 
respective counties. This is not a true figure, as approx:i.Ina.tely only 95% of the cigarettes stamped by Clark 
C:Ounty ·wholesalers and 73% of the cigarettes stamped by Washoe County wholesalers re:nain in the counties. 

The remainder of the cigarettes stamped are sold in outlying counties. 

Also, the Ms.rch 14 schedule failed to reflect the arrount of tax dollars that w0uld be lost in Indian sales if the 
tax went to 15 cents a package. 
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· as roa · .. ~, woes t: 
·•~he neb~~~Sfr~t~1mg~~~;~~on T~hni~C~~mi~ 

Tbursdayexpr~d some reservati~ns about building an eru.t:-west roac;f 
to serve the PtopoEJ~d do\\'JlfulVn SRh{ts:.<!P~Plex. ' > 3 .. \- . i1 

The Downtown Pri>gress Association asked the commission to givf 
top priority to e~nduig Ogden Avenue .west t.o connect wit;b Alt;a Drivtt 
!:!J~';,~=:~~t~ifi~~~!h>~~~provide a~~l~·.the,J>~: 

But the technieal oommi~ s'aidj_t didn't want to co~mit th~ co~~ 

=~t°uit'f1u1l~~a~~~--~\1fte:~~~1:r~it[Elle p~ 
• ·· Cliucli '.I~rechlet; co~ion'm~g'erigineer, said tjlat althoug}i, 
no cm¢ ~tea~ been"made foi~xtending the road, 1\j,9\ild cost, at 
least $!million. And ooncJtfwould ljav:e fu be sold to pay fur the exte~~: 
""'i ,_, . ---. - - • '.~·" . .. ·<"" 
~.··. ,.'~a· .. ·._. ·• ·: .. ::,, . . :· 

Brechler also said it.would. be better u, extend Stewart Avenue rather, 

!~~-A~ ~~~e~~~jjY~ ,!lllie&,~ .. while Ogde~: 

Th:e.inatte:r will come before the c~tfunission next Thursday with no .. ·· 
recommendation from the technical committee. J. ... :.; 

In other business, the committee agreed to study ways to solve proo
lems with utility cuts 9n completed Regional Streets projects. The com
mission asked the technical commitee to study the situation and come 
up with possible solutions. · 

Brechler noted west Charleston Boulevard was opened for gas servic~ 
the day after the open grading was completed. And Tropicana Avenu~ 
which was finished last summer, alr~dy has five utility cuts. ,: ::.: 

The engineer said he realizes building new roads encourages growtli 
in the area, which 11ecessitates utility eJPfilUllOil. · :·: 

In other action, the'committee: · ·· ' '· · ·· · ·· ? 
-Agreed to pay $114,900 for four plil'cels of right-of-way needed to 

build Michael Way. 
- Approved spending $49,650 to buy seven pieces of land for con

struction of the Vegas Wash drainage channel. 
- Awarded Mel Anderson a contract at a $25 per hour rate to ap

praise land needed for construction on Nellis Boulevard. 
- Referred a long list of proposed traffic signal projects for the next 

fiscal year to the traffic subcommittee for its recommendation. 
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,Ul)ILV Sports.Arena Proposed 
»Y ·Dfi¥N A~ONG iriHlion for 1976, with$5 million. defraying operating costs. . The land is held in the name 

( SUN :tegislati11e B.ureau going to the:University Higher, The co~plex ls to be sited of UNLV, Morris told the 
( CARSON CITY-Construe• Education Capital Fwid and southeast of the present UNLV lawmakers. . 
. 'Jft· .. tiOI) of au,.JB,000 .seat sPQrt.s $6.a-i million to;thestate's dis- , campus, generally bounded by Also pending before the cur-

' arena and lf'home for the(Onti- tributive school fund. ' Swanson Avenue on the west, rent session is a proposal by the 
ll• nuing education program on _ Morris propo~.-Jiji$til:m . Maryland.,Parkway on the ~st Downtown Progress Associa

.ne the UNL\T campus was pro- that will assign eaeJb\fiirid:$5. and Trop1~na on the south.. tion, mostly hotel- and casino 
: posed M®day to the . Clark million, with the ~ ~Ir Approxunately..a.a_cre Ill! IS owners to build a sports-con
~ C<>µn_ty)egislativ~ delegation. porting the oonstr.uc~Qtl of the programmed, and.i..5!l0.parking vention complex west _of the 

{ 
( 

~ .. ·tr_"tc;_t:{; ;:~illi_ .a. m M0{11S, •. f9rm_~,_~ e-_ ~N.LV sports,~_._-ntm~ ed. uea __ .. _ ~ spaces are. contem __ ._Plated ... Tb. e Union Plaza Hotel, to be 
~iffii ·"t, .. den~pf the-~'Aion spO(ts ~omplexi.f'}>lua .. a s~rts ~tructure·will be 90 feet ed b . of five 
·,~_,i~th~tt. , .. ~troh sa1';l'fthe spbit$ facility;at Um,Vl!tsity of high, of stelland.glassco~ti:uc- ~~~\ palk'fn ci~:!i taxes. 

· ~f,· tatilify''".wtlf cost about $15 Nevada, Reno. _ '" · tion. Food .service facilities, That measure, AB363, will 
~- mll,lion/mid ~ proposed to .. Mditionally.g;be .~;:,Uie spa~~ for the Rebel Club ac- be befure the Assembly Taxa-
11". . finanet,;j,lt1thrt>ugb the:rebate Nevada congt•ioria1'<1~; t1v1t1es, "team r~oms a~d tion Committee later today 
'~. 0$: ~J,"eeeivet fromibe tidn is attempung·;,w,wtrfran athletlc.'(lfflcesare mcluded, ID (Tuesday\. 
~ ~l sl~-1:a&; and· if. needed, intrease in 'tlte fed~arsiof tax add;tion ;iO ;the· main ·athletic "ge lJood'iss~and ~ns from the rebate 80, per cent/ to ff, ~ and continuing edqcation areas. Morris and UNLV President 
'.~1 sl3te:s geJ,\era_lfund ,.,.;.,_ · cent.. ___ 1 · .. '< . · \~ :,p· •~;- Assemblyman Paul.May, D- Don ~epler said the two pro-
-~ •:c;;,iMptfis1io~.the feciet~blot . tf tha~,js.1.su~l;'~, North Las Vegas, c~nnan of jects. aren't related, but As-

' tal r~. totitlt!dabout $11..25 deelared,'-~ e~·:•outlf the Asse~ly Taxation, Com- semblyman Darrell Dreyer 
.,__,... .............. ~----· have ·av::1.ilable. a1>9ut1;$2.7 · m1ttee wiltbe th_e prll)Cipal noted that part of the 

million each,ye,ar-to support the mtroduce.- of the bill proposed downtown association's promo-
project. Without the incr• by Morris, and he said he ex- tional effort_s_ '!ere qir~l~<L~t 

• each will have $U million by pects at least i6 Clark As- the need for a la!'Ser basketball 
e June 30, 1978, based upon ex• semblyman to .J.OID_ as. co.m: pavilion wr the uruvers1ty 
3 pected increases in the' number _trodii~~~- team~-=,·-· - · · 

of machines · in . play. In · the . 
most recent report, there were 

0 more than 55,000.l_kl~islot 
~ machines and the state' receives 
0 a taxback of $200 per machine. 
• Morris said the ,fees ·from 
J continuing. education facilities 

plus sports and. special event 

:~:J~~~:~,;= 
costs. , . ,,_ .t;,.;'_. ' _ ,' 

He added that Las Vegas I 
l!imk~s _. ~JD'.-~ThoJDU.., ~d 

: Jerome ~pfedged sub
l ·stanrurr contributions to an en
;- dowment fund to assist in 
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r 33 Million Broke Cigarette Habit 
( By JANE E. BRODY success, your approach to quit· smoker had anticipated. successful clinics and programs • Second week: keep reading the second we€k's instructions .. cigarette substitute :- gum, 
· . 1m N.Y. Times News Service ting should be tallored·to the. · • J>wcholcigical . Addict.i.on: can also be used by indivhJuals . yout:.llft of f-euons and adding In addition. don't buy a new celery or carrot sticks, tooth• 

·"'"'W y· 0°.P B th end reasons you .. ~.mo~e. Pay• to fulfil{ a per.c_eiv. ed "era. vl.ni.· "" on their,· (1Wn. Altt!On.a b, de- to it . . ·:.,. •."'-. ,K-le .. 1t ..... p ......... pplng pack until you finish the last picks. ~never you feel the 
61;~ yev,7'ri4tio~ s~ey chological studles'have definecJ for cigaret{es; 'wbichb~1o signed aj·a fOUf•Weel~am, your ~~d =~ your one and never buy a carton. urge to smoke, try a deep
$hbw~. 33 l'nilliQn Amerlcam six rot~ cigarettell can play ln ~ the 11\()ment tire last ·. it can be eondenlied to two smoking .. Dorl'.t carry matches Change brands twice during the breathing exttcise: With your 
:;;.Japer.centof thQlie who ha. 4 people's lives, ,s follows : . cig~te is stubbed out. Ad· week$ ct l~: . . or a lighter and ketp your week, each time choosing a body limp, inhale slowly. Have 
eve, been regular: srnokera _ • Stimulation: to help you dieted smokers ilsulllly have to · • Firtt week: list the reasons cigarettes some distan~e away brand lower in tar and nicotine. a plan of action for when temp. 
had given up tjgarettes. Of the get going and focus ot\ what you quit •icqtd turkey" ~. they can't you ,wari,1 to quit, eniphasi.ting (not on you or within arm ,

5 
Select a time that is likely to be tation comes, such as knitting 

54 million Anlftlcans who still are doing. Stimulation smokers .. cut down slowly ~il'lce .~ch · ~~1°5i, e effects;'~ tead it reach.) Each day try to smoke easy and try not smoking for 48 or typing. 

- F.hef!~u1: .. i"~.·· tuit~:V~ ~~~n:g~ms.~:·e·h·ti·eavtl·~· .. ~.-... Y.· .. hl.·:.v}·=.· , ~=.··.'lc~~-sil;~ .. · .. ···,·tet··th.····m.they.·.·or. c.~ .. -.... ·"'" .... ,.-.~ ... ,·.·.it ... . : ·.wj'p Y )n~::m .. ·.tt .... · .. ·.··· .. tte.th. ··. e·_· p.:·•··;1.···.·k .. ·f•• .. !:f··· tll.t.. fewer clptettes than you did hours. . bav~anfu ~:~ker~ve;:d ~: tried to ar1east· once. · · their .~t cigarette of.the 4ay diff_tcu}tto quit, they ~e ofttn -~a .. · rubb;r l>ands'. ~h the day 'before, syitetl'latlcally •-Fourth week; continue the ·before they succeed per• 
,.. u you · would like to be the mo1nent t~ey get u,p; As a ~e succ~fUl at staymJ JlOI?· tune . y .... smoltt wtjte down eliminating those that are least above. tncrease your physical manently at being a former 
a. mong .-th9te Wbo ·lia. ve rid subs·.; ti. tute for -1~ ... «. • .. •.··.~.'ey. ·.·.· .. •~~ .· beca•qse., •·: th.ey··.·. ·. ®.·· ... n· t . ·.~ .. e-.t§·· .. of the!}·.·! ay, •.lia.Jt .. 1.0 ouu or rnoel important; whichever activity. Try to avoid the situ• smoker. So, if you fail the first 
themselves of lite egpense, nught try s~ch, ',stimulan~ as ___ ~.~ ~l\t t~ go ~~ the ·N ,e ,d . ~~You ar~.feellilg way wotits best. Decide every aUons you most closely ·as- time, o~ even the second or • 
s~ll, ~ , .• th, '.' .. tamed.· .. . . fin• a C.091.l!hower, D. risk .. •walk .. . ; ~ .. · · .. agony a«eJhi: .. . : \~ ..... ,.' .. •·. . .•(fa.· t bd )1 . . .. tmp_c,r,t,nl ,, that morning ·bow many cigarettes sociate with cigarettes (for ex• ,third, do'n1t get discouraged or lets, ~COtJ&ltlDd~ ln"~thing. or ·~~;. e~1ciae .~ : ... '"·• Hitij~: atl,~Vesponse:t dgart ;ts fij,you (on ·t scale yo1tcin.,etby on that~ and arnple, get up immediately af. give up. Simply try again ._ . . 

a:~~~of~~~ . t~ -.#~dling: ~ &lean . the•. ~~:ttl~~jr ~t>t~~t~' ~.~) ~ ~=pm: see ~w ~ you come. :t ':tes a~~gs~ilf~~ ~-::till. tit:z1'!i~~a~ ·y~~ 

r:ra .. ~:.~~~ul = .... · .. ,:J~k~.0°,~~-=.· .; .·.=~~,==. o:U-.. ls,./ ~ f~-r :,:,'::. :,~- . • thir.· .. ~ .. '.~-· ... ~ : continue with .Find a ~mporary bilt hatml~ really want·to, yoo '.ll make it. 
,,. · · ··. •. · ·· '""'~ - . Ldo witla;youf limfa liM mouth. . stnlt,unlm 1n'ttieuhtra .Tbe. ·.tlv~ -•~~- pro~un,., ·:,~ Sudi .ffliuken ei\joj]~ ~ ':: • bablt}n1~t •h¥j· hluch ~ . 
;,:. Cipret~~olting is a~~,: l)f ~nfoirt r:dplette :Uilt:lz' ilit ul~f ~Jw to ~ 

) lt:be· ~ ~.-9'J.ba ~"r-. c~~i·~tL., \trt~ift. .. · ~~~~. -.-~~:·(~':1~t.~ .. -: · pp-ic:,~t.· 
, 1<l' ~~ ~pla~i.~,,_.:,toytng wfflf:

1

le ashes and pact'7,r noti~ cig~ 

·(( J~tis~~l~,tui:~ ... ,~-~•~b}e-l\eltxati«t•¥':~-~~~~~~=:j ' .. ~,v': .. ~~VI< ' :. . . ·;;aa~' l1r: alreac!y good feelitlg.f t.J.us '·• ritte?" . . •·· . . 1 

~~~rq::OreuT-r: , and,: lie.i? yo~ relait. ~ · . .. · ~ smoker, then, must'1 

settet\.i in t1Jt wanting: Quit• seet.lnJ . smok}n . tend _to Ugl)t • fuld his own route to quitting, ·, 
ting.·• •ssmoking'is ... ' a :penona1.· ·. · de- ,up :after meals or makin .. · g lov. e. :.and . . _t~._u. n.tles·· ·s·:• _g.3d···· g·.ets .....•.. a.nd. 
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CLARK COUNTY WASHOE COUNTY 

CAUNDAR YEAR Tax Dollars Tax Dollars Indian Tax Dollars Tax D:>llars Indian 
1976 Collected Allocated Sales Collected Allocated Sales 

(Back to (In tax · (!Jack to (In tax 
Clark} Dollnrs2 _ Washoe} dollnl_fil 

@ 10¢ per package $6,512,640 $6,238,391 $ 797,040 $4,114,080 $2,763,643 $ 360,00C 
! 

@ 15¢ per packag~ $9,768,960 $9,357,587 $6,171,120 $4,145,645 

Estimated Revenue$ collected 
and allocated if tndian 
Sales increased by: 

lo% $8,792,064 $8,421,828 $ 876,744 
. 

$5,554,008 $3,731,080 $ 396,00C 

25% 7,326,720 7,018,190 996,300 4,628,340 3,109,234 450,00( 

33% 6,545,203 6,269,583 1,060 ,06:~ 4,134,650 2,777,582 478,80( 

50% 4,884,480 4,678,793 1,195,560 3,085,560 2,072,822 540,00 

75% 2,442,240 2,339,397 1,394,820 1,542,780 1,036,411 630,00 

Note: 1 
At present, indian sales in las Vegas have increased by 10% between July 1976 and February 1977. Indian 
sales in Reµo are increasing approximately 5% per month since starting late in 1976. 

Note: 2 
If the additional tax caused an increase in indian sales of 33%, any tax benefit would be negated . 

..-- ---- .-.- ------

.. 
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FROM: J.C. B. Ehringhaus, Jr. 

The American Cancer Society's Target 5 program is aimed directly 
at the heart of the tobacco industry. Goals of the program were 
emphasized by witnesses at the first of eight nationwide "forums" 
in Los Angeles on March 22, 1977. Attached for your information 
is a list of quotes from statements submitted on that day. Read 
it and see what they want to do to us--and will, unless this 
industry fights back! --

yb 
Enclosure 

J. C. B. E. 
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AB 347 

'SPECIAL FUEL TAX 

Whittlesea Blue Cab Company supports this legislation. We believe the legis
lature should approve the bill for three principal reasons: 

(1) It will clear up an ambiguity in the Special Fuel Tax Act, NRS 366 
(2) It will encourage the use of clean fuel in densely populated areas 
(3) It wil.l encourage a practice which should guarantee some transpor-

tation in urban_ areas, even in the event of another gasoline crisis. 

(l) Ambiguity in Special Fuel Tax Act 

NRS 366.060 includes liquids and gases in its definition of special fuels. 
NRS 366.190 imposes a tax on liquids, 6 cents per gallon, but is silent with 

respect to gases. 
We use natural gas by taking it from the utility gas lines at about 5 p.s.i.. and 

compressing it to about 3,000 p.s.i.; at which pressure it is transferred 
to our vehicles. It is never in a liquid state, as are propane and butane. · 

Since a tax rate is specified for liquids only, we made no provision for such an 
element in our cost analysis of the CNG system. That no tax applied was 
not an unreasonable conclusion; note that federal taxation of special fuels 
excludes gases. Whittlesea Blue Cab Company invested over $160,000 based 
upon a good faith belief that no fuel tax was applicable. 

It is now being suggested by the Motor Carrier Division that the tax provided on 
liquids should be applied to gases by relating the energy potential in a 
quantity of natural gastoagallonofgasoline There are no regulations 
on the subject, and gasoline is not, of course, even a substance taxable 
under the act. It is extremely unreasonable to expect the public to read 
the statute and make any such interpretation. 

We believe the proposed amendment would clarify the law. It would not result in 
loss of revenue to the state, since if the tax is imposed it raises the fuel 
cost to the point that all users of CNG must cease to use it. At the hear
ing on this bill, before the Assembly Taxation Committee, a gentlemen speak
ing in opposition endeavored to convince the committee that users enjoy some 
substantial cost benefit from CNG. This is false. In fact, the use.of CNG 
results in somewhat higher fuel cost, even without special fuel tax. We 
would be pleased to make all these statements under oath. 

There was also presented in opposition, copies of two publications which made ref
erence to California's practice in taxing the use of CNG as motor fuel: one 
described a tax on quantity consumed, the other an annual fee of $35.00. What 
was not made clear was that the two articles had publication dates seven years 
apart. Today, only the $35.00 annual fee applies; there is no tax on natural 
gas consumed. 

(2) Encouraging use of clean fuel 

As noted earlier, the levy on special fuel tax on compressed natural gas users 
will by virtue of cost increases force them to abandon the use of this fuel 
in motor vehicles. Natural gas is a much cleaner burning fuel than gasoline, 
and exhaust emissions are therefore reduced. It is noteworthy that two Las 
Vegas fleets operate approximately 10,000,000 miles annually in that metro
politan area on CNG; , a return to gasoline would increase exhaust emmissions. 
The last year or two has seen occasions when air polution in Nevada's two 
principal metropolitan areas has been all too visable and anything which 
reduces this should be encouraged. 

(3) Continued service 

There is another reason for encouraging the dual-fuel concept. Three years ago 
the OPEC embargo resulted in gasoline being rationed to taxicabs in Nevada; 
reduction in service was necessary. This can happen again, and continuity 
in service must be assured. Taxicabs are the only form of urban transpor
tation available on-call, in every part of town, 24 hours per day. The 
dual-fuel capability of the taxis will ensure continued service. 
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t Stanford D. Splitter, M.O. 

- __ "_I_t_ is my recommendati::--:h~a~t ~:::::::::ion begiven_t_o--c~h--a-n_g_e_s in 

public policy that will reduce these factors, namely: Cigarette 
advertising; availability of cigarettes to minors and social pres
sures at schools and in the community." 

Melvin Jensen 
Jensen & Ritchey Advertising Agency 

"Cigarette companies should be required to increase the prominence 
of the surgeon general's warning statements in all advertising." 

"Pictures of models should be eliminated from all cigarette adver
tisements." 

"We recommend that the proper government agencies be induced to 
approach the tobacco industry with regulations concerning the com
panies' sponsorship of tennis, racing and all major sporting events, 
especially those events that are carried on television and radio." 

"Reguire cigarette companies to reduce all tar, nicotine and gases 
to absolute minimum levels." 

Jerome L. Schwartz, Dr. P.H. 1 

Chief, Health Care Research 
Office of Planning & Program Analysis 

California Dept. of Health 
(Sacramento) 

' "Stepwise measures ( talking about Sweden) include regulating the to- ' 
bacco market through price increases, eventually barring cigarette 
vending machines and advertising, restricting where tobacco products 
can be sold, conducting mass media campaigns, and giving government 
support to anti-smoking organizations. It is this type of total ef-
fort, supported by the government and the general public, which is 
needed to overcome the smoking habit and create a nonsmoking environ
ment." 

"State Medicaid programs, ... should either sponsor or pay the cost of 
smoking withdrawal methods for beneficiaries. Employers should be 
encouraged to support and sponsor smoking cessation methods for their 
employees; costs could be partially deductible from income tax." 

"States should be encouraged to use a portion of cigarette tax reve
nues for health education on nonsmoking, for mass media advertising, 
for smoking cessation clinics, and for research into thedevelopment 
of effective treatment programs." 

"Mass media campaigns to promote nonsmoking and other favorable health 
behaviors should be funded by government and voluntary associations." 

"Any state OJ; nation~i_LlJ~alth ir;~:µ_r~J1£§. program developed in the United 
States should consider J.ow~r or~miums for EeOEle who do not smg_~~ ciga
rettes. As an alternative, an income tax deduction should be g,~~e.n to 
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John V. Briggs 
Member, California State Senate 

(Sacramento) 

-----.,-T_h_.1._· s __ b_i_l-1 ... crea te;---the_p_r~~s~pt:i.~~-~tha-t --s-m-oki_n_g_s-hould not occur 
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in public places unless the elected government body of a city or 
county determines otherwise." 

Dexter Suzuki 
Teacher, Kailua High School 

(Honolulu) 

"Increased legislation and regulations on smoking and substance abuse." 

Wilbert S. Aronow, M.D. 
Chief, Cardiology Section 

VA Hospital, (Long Beach) 

"Either tobacco smoking should be Prohibited in public places or 
special well ventilated areas should be set aside in public places 
for those individuals who wish to smoke." 

Larry Agran 
Community Cancer Control 

(Los Angeles) 

"Senate Bill 189 (the Gregorio bill), if passed, would require the 
Senate of California to spend as much as S2 million annually on a 
targeted anti-cigarette media campaign. The campaign would utilize, 
almost exclusively, broadcast outlets--radio and television. In my 
judgment, and the judgment of Senator Gregorio, this is a highly re
sponsible and terriby important proposal ... " 

"The State of California, I believe, has not only a role to play 
but an affirmative responsibility to promote the public heal..th_through 
an appropriate program designed to discourage cigarette smoking." 

Ann Hammond 
Health Education Center 

(Palo Alto) 

"Perhaps our government can be urged to launch a camoaign of the sort 
being tried in Great Britain." 

Dale Houghland, Chairman 
California Interagency Council on Smoking and Health 

(Sacramento) 

"Should movies and television be monitored and censored, i.e., should 
Johnny Carson smoke on camera?" 

Dolphin Lair 
Alleged Kidnapper 

"Through the study which I have collected, I feel that cigarettes 
should be labeled a drug." 
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Salvatore V. Zagona 
Professor, Dept. of Psychology, U. of Arizona 

(Tucson) 

~ he toxic elements o~~~ cAga.rette ~smoke can be reduced by 50% by.·~· 
gislation - which will probably be the only sure way or achievin~g~~~~-

the other two goals (reducing adult and teenage smoking)." 

" ... [T]he consensus among our respondents at Arizona is that nothing 
short of legislation curbing the production and distribution of to
bacco products -- with all its Prohibition-like ills will signi
ficantly alter smoking patterns in the United States in the foresee
able future." 

George Crawford, Ph.D. 
Weber State College 

(Roy, Utah) 

/;) "Smoking should be banned from all work places." 

' 

I 

"It would be my advice that this problem be turned over to both the 
federal and state governments and push for enforcement--we have 
enough non-smokers that I am sure we could have success." 

"I think all smoking should be banned from all public schools, in
cluding faculty lounges. First, we should hire teachers who are 
good examples for our kids and this includes non-smokers." 

"If the kids insist on going off campus to smoke, they are in vio-
lation of a possession law and they should be busted for this offense ... " 

"Smoking should be banned from all public buildings ... " 

"Smoking should be banned from TV except for news and old movies." 

"Every person involved in health care should be required to attend 
several hours of smoking education--this includes M.D. 's." 

Herm Perlmutter 
Californians for Clean Indoor Air, Inc. 

(Los Angeles) 

"We do feel that the government has a right to enact smoking limitation 
laws and should enact such laws to promote and protect the health and 
welfare of its citizens." 

"Because smoking is readily accepted in this society, the orotection 
of the non-smoker will progress too slowly without le islation. In
creased smoking limitation aws are needed now •.. " 

Elfriede Fasal, M.D. 
Chief, Cancer Control Unit, Chronic Disease Control Section 

State Dept. of Health (Berkeley) 

"I believe that this is the time for antismoking legislation. Highest 
priority should be given to legislation on all levels, federal, state 
and local." 
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"I believe we must encourage and support federal legislation that 
would require the United States Government to: 

. Stoo all subsidies to farmers who grow tobacco . 

. Substantially increase the federal tax on cigarettes . 

. Set limits on tar, nicotine and carbon monoxide levels of cigarettes . 

• Impose cestrictions on printed advertisements of cigarettes . 

. Require that the Department of Health, Education and Welfare conduct 
an ongoing public education program on the role of smoking and other 
hazardous environmental agents . 

. Establish an independent commission within the Federal Government 
~ which would have the responsibility for the formulation of a public 

policy on smoking. 

I 

' 

"On state and local levels legislation should be encouraged that would 
limit smoking to designated areas in all enclosed facilities open to 
the general public as well as in places of employment." 

"Legislation should be encouraged also which would ban all cigarette 
vending machines." 
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NEVADA CITIZEN 

LEGISLATIVE ACTION GROUP 

ART RADER - DIRECTOR 

1486 Eli:iobcth 

Los Vegas, Nevada 89109 
REt DOWNTOWN LAS VEGAS 

cor-ivEN-•ffoN:..:s-PoR'l'S ARENA 

Non-Partisan Non-Profit Political Education Society 

The NEVADA CITIZEN LEGISLATIVE ACTION GROUP opposes 
the proposed Downtown Las Vegas convention-sports 
arena. WHY? 

UNFAIR TAX BURDEN 

1 .. ' 

The complex places the burden on one segment of society, 
smokers. And the smokers won't even be allowed to light up 
inside the complex their tax dollars will finance: 

A BETTER TAX 

a Since the hotels and motels will reap the benefits from 
· the increased visitors the complex will allegedly attract to Las 
Vegas, the only fair tax to finance the complex is an increase in 
the room tax. 

I 

SOME DOUBTS ABOUT THE SPORTS ARENA 

HIGH CRIME1 The arena is to be built in a high-crime area. 
Arenas built in other cities in high crime areas have tradition
ally attracted few visitors. This is why the Brooklyn Dodgers 
moved from a high crime area to Los Angeles. This is why the Oak
land Athletics continue to suffer at the gate despite winning three 
World Series -- the A's play in a high crime area. This is why 
University of Southern California basketball teams draw poor crowds 
in the Los Angeles Sports Arena. This is why the Los Angeles Lakers 
moved from the Sports Arena to a crime-fre~ area in Inglewood. 

WILL ENOUGH SPORTS EVENTS BE STAGED? No: Major league hockey 
and basketball will play at best only one or two exhibition games 
each year at the Downtown arena. The major league hockey and basket
ball leagues are shrinking in size, so there is no chance such a team 
will move permanently to Las Vegas anrl use the arena full time. 

Minor league hockey and basketball will not come close to filling 
the arena. (Remember the attendance problems of the defunct Las Yeg~s 
Outlaws minor league hockey club???) Emerging new "major" sports 
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like indoor tennis and pro vollyball are still in·embryonic stages 
and will never fill arenas outside large cities like Los Angeles 
and- New Yen. 

WILL ENOUGH NON-SPORTS EVENTS BE STAGED? No: How many concerts, 
ice shows, operas, plays, etc., can be scheduled without saturating 
the local market for these events? The Alladin Theatre For the Per
forming Arts has already discovered the saturation point is easily 
reached. The Convention Center has limited rock concerts because of 
crowd control problems; 

COMPETES WITH EXISTING FACILITIESs The proposed Downtown complex 
competes with e❖isting facilities in Las Vegas. There already are 
abundant theatrical stages at UNLV (2), Las Vegas High School and 
Strip and Downtown hotels. 

GRADUATION CEREMONIES1 These can be scheduled at the Theatre 
For the Performing Arts, at Las Vegas Stadium and at Ham Hall at 
UNLV. The arena is not needed for these events. 

RECREATION FACILITIESs The recreation facilities proposed for 
the Downtown complex certainly are not needed for tourists. Such 
facilities already exist at most hotels. If such facilities must be 
built for locals, the city and county recreation departments ought 
properly do it. 

LOSS ·op TAX REVENUEa The Nevada Tax Commission opposes the 
increased cigarette tax because it may well decrease state tax rev
enue. The Downtown Progress Association has not made a case that 
such a revenue slack will be picked up by the increased visitors 
drawn to Las Vegas because of the arena-convention complex. 

BAD EXAMPLES IN OTHER CITIES, Many public financed city center 
tourist draws across the nation are in trouble. The Queen Mary is 
a failure in Long Beach and has been a continuous drain on city funds. 
The Long Beach Civic Center, a sports arena seating 16,000, is rarely 
used for sports or cultural events and sits vacant weeks at a time. 
The Superdome in New Orleans was built way over budget and is losing 
vast sums of nublic money. It remains open only because Louisiana 
has guaranteed its bonds. The Superdome is a sports-convention-rec
reation complex similar to the proposed Downtown Las Vegas facility. 

DUPLICATE UNLV ARENA1 This session of the Nevada Legislature 
is also considering legislation authorizing the construction of an 
18,000 seat sports arena, classroom and office complex at UNLV. This 
facility will in·large part duplicate the downtown complex. Sout~ern 
Nevada manife~tly has no need for 1'.:fill sports arenas. Since the UNLV 
intercollegiate sports program is the~ local entity that will use 
an arena full time, we support the construction of the arena at UNLV •. 
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DIVERSIFY LAS VEGAS TOURIST ECONCMY1 At the Assembly Tax
tation Committee hearing on March Jl, speakers for the Downtown 
Progress Association claimed the sports arena-convention center 
will diversify the Las Vegas tourist economy. How so? Tourists 
(mos-t -coming from---ma-j-or---1-eague s-p-o-rts infested Southern California) 
will not come to Las Vegas in anpreciable numbers for random and 
infrequent sporting events in the arena. 

The sports arena will not diversify Downtown tourism. A Disney
land type amusement park near Downtown would do the job. So would a 
steam tourist train leaving from Downtown and operating to Boulder 
City, and thence to tours of Hoover Dam. So would an Old West town 
or museum near Downtown. So would a monorail or some other unusual 
"people mover" transportation system. So would a TV studio originat
ing national ga~e or variety shows from downtown. 

The Downtown sports arena will not diversify Las Vegas tourism. 
Because it will not, we oppose its construction. 

CONCLUSIONS ON THE NEED FOR DOWNTOWN FACILITY 

There app~ars to be a legitimate need for a Downtown Las Vegas 
convention center. Indeed, the only business that can be reliably 
predicted for the downtown complex is convention trade. Thus we 
support the construction of a Downtown convention center funded by 
an increase in the room tax. The sports arena should be eliminated 
from the Downtown plan in favor of an arena at UNLV. 

Adopted by the Board of Directors, Nevada 
Citizen Legislative Action Group and author
ized for distribution to Nevada state legis
lators at a meeting held April 2, 1977. 

SIGNED BYs 

J~ l....c>~..., '-
JAMES LAWSON, President 

.) 
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J ¾., .AV-( }1!~ C,Y1

1,,<.,t__ 
SAM MARBER, Secretary 

ART RADER, Director 
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CHAMBER OF COMMERCE 

1023 East Lake Mead Boulevard 
North Los Veg.1s, Nevoclo 89030 

phone 702 642-9 59 5 

April 4, 1977 

Assemblyman Paul May 
Chainnan 
Taxation Conmittee 
Nevada State Legislature 
Carson City, Nevada 89701 

Dear Paul: 

We are contacting you in regards to AB 363 which our Legislative 
Conmittee recoJ1111ended passage two weeks ago. 

We have obtained additional infonnation on this bill that needs 
our reconsideration of the bill as it now stands. 

• As Chainnan of the Chamber of Conlnerce Legislative Committee, it 
is our reconmendation to oppose this bill for passage for the follow
ing reasons: 

1. There would be an increase in cigarette sales 
to organizations that are tax free thus depriving 
local entities tax dollars. 

2. Cigarette sales in adjoining cotmties would in
crease with our county sales decreasing. 

3. Discrintnination against one segment of our business 
coom.mi ty. 

We do not reconmend opposition to the Sports Complex; however, we 
feel that the cost of this complex should be derived from sources 
that would be mre equitable to all concerned. 

President Ed Lysek of the North Las Vegas Chamber of Conmerce con ~ 
curs with the above reconmendation. 

TI:EL:b 

Sincerely, 

{/_;·;f-l~;~ 1 L~ ~~~ ,-

Ted Tr~vers, Chairman 
Legislative Committee 

Ed Lysek, President 
North ~s.,Vegas ,Charn7r 

/ : / -
l , 1/,-r < - , . • ),,[./.! < 

~ _,. : 1/ .-: 

/ 
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Notional Candy Wholesalers Assoc iation 

1430 K Street, N.W . 

Washington, D. C. 20005 

Telephone: (202) 393-6733 
April 15, 1977 

Y/11 please route to: 

1, ___ _ 

2. - --
J, _ __ _ 

4, ___ _ 

s, _ __ _ 

6. ----

7. ----
8, ___ _ 

TWO IMPORTANT MANUALS AND A TRUCK DRIVER'S HANDBOOK are now available at 
special member rates to members of the NCWA from the Private Truck Council of 
America, of which the NCWA is a member. A Federal Regulations Manual contains 
information on how the present federal regulations apply to operators of private trucks. 
The laws are interpreted in easy-to-understand language. A similar manual is avail
able on state regulations, and a handbook explains rules of the road in layman's lan
guage, so the driver doesn't have to try to understand legal terminology. An order 
form for these books is included with this issue of Quick Topics. Members get a 10 
percent discount off regular prices, so be sure to note that you are an NC'NA member 
on your order, which should be sent directly to the Private Truck Council. 

CARL ROGERS, THE STACY WILLIAMS COMPANY, Birmingham, Ala., has been named 
Attendance Chairman for the NCWA' s National Summer Convention in Atlanta, Ga., 
August 5-8. His appointment was announced recently by NCWA President Don Noorda. 
On accepting the position, Rogers noted that this is the first time the Association has 
met in the South and ex pressed his hope that Southern wholesalers who have long 
wanted a convention in this area of the country will take advantage of the opportunity 
to get better acquainted with the NCWA. "I hope," he said, "that all confectionery 
distributors, particularly those who have not attended in the past, will set time aside 
to be in Atlanta. Distributor participation is the key to a strong association and a 
strong association is an important element in a strong industry. I know those who 
attend will find the experience well worthwhile." 

THE ANTI-CAVITY SUBSTANCE FOUND IN saliva has been isolated by a research worker 
in a state university in New York, according to an Associated Press story dated March 
22 and published in the Washington Star newspaper. The researcher is reported to have 
isolated the substance, being called Sialin, which normally acts in the mouth to pro
tect against dental caries. Sialin, a peptide, can be synthesized and produced com
mercially. Dr. Israel Kleinberg, the discoverer of Sialin, says that several things 
could be used as "vehicles" to get increased Sialin into the mouth. These include, 
he said, chewing gum, toothpaste, and candy. He adds that the combination of Sialin 
and flouride could result in caries becoming a minor disease. Despite his findings, 
Dr. Kleinberg notes that it will take about five years to prove the safety and effective
ness of the substance. 

THE NGWA IS PLEASED TO WELCOME THE FOLLOWING NEW MEMBERS to the associ
ation: Rdgold, Inc., Chicago, Ill.; Dutchess Foods, Inc., Norwood, N.J.; Collins 
Corporation of Georgia, Atlanta, Ga.; Wally's Sales & Marketing Corp., Kingston, 
Pa.; Ellis, Matthes, Brennan, Inc., Maryland Heights, Mo.; Frank P. Schumann, ~<-9-.,.ov_ 

DeRose Food Brokers, Buffalo, N. Y.; and Ray's Popcorn, Inc., Oconto Falls, Wis .;&.~:riw-11'-"'..,..., 
Sweeten your day with candy ~4 l: • • 

'9 "' r:: L' ac,a"(> 
'-' u 



Page 2 4- /JBJbj 
THE CITIZENS CAMPAIGN AGAINST BOOTLEG CIGARETTES is making great strides. The 
newly formed organization ha s already recruited the services of more than 20 distin- , . 
guished New Yorkers t o he lp the campaign in its aim to pass legislation that would . 
reduce taxe s on cigarettes by 90 cents a carton, enabling legitimate dealers to com
pete with bootleggers. It is strongly believed that by thus taking the profit out of 
bootlegging, this will release the control of organized crime in the now very profit
able activity. The committee is headed by former U.S. Attorney and New York State 
Investigation Commissioner, Paul J. Curran. Another distinguished member is Dr. 
Gerald Lynch, president of John Jay College of Criminal Justice in New York City. 
Dr. Lynch, an acknowledged expert on organized crime, states that he joined because 
he fe els the underworld's $100 million yearly profit in New York State can be dried up 

y legislation. C~ave alre en · traduced in the State Senate and 
ssembly that would reduce the 15-cent state excise tax by one cent and e Una-re the 
B~Citv excise tax. The itizens Campaign received wide me ia 

ention from the press, and from radio and television stations in the state. Working 
w ith the campaign is an Industry Steering Committee, headed by Malcolm L. Fleischer, 
ma nag in director of the Retail Tobacco Dealers of America, Inc. 

THE CONFECTIONERY INDUSTRY HAS WON A BATTLE IN NEW YORK STATE . In the 
March 18 issue of Quick Topics, we reported on legislation which would ban the sale 
of any candy product made to look like a cigarette, pipe or cigar. Thanks largely to 
the efforts of the New York State Association of Tobacco and Candy Distributors, 
headed by Henry Mohler, that measure has been defeated. I 
MASSACHUSETTS HAS DROPPED ITS CONTROVERSIAL OPEN DATING PROVISION from the 
proposed Massachusetts Labeling Regulation. The open dating provision would have 
applied to confectionery products, as well as other perishable and non-perishable foods. 
The decision to drop was based on lack of solid data on soft goods products. The at
torney for the State's Food and Drug Division stated that the state will continue to seek 
an open dating regulation, but the foods to be covered have not yet been determined. 

ARE YOU MOVING? HAVE YOU MOVED? Please don't forget to let us know your new 
address. 

CONVENTION REMINDER ••• The NCWA 1977 summer convention will be August 5-8 
at the Peachtree Plaza Hotel in Atlanta, Ga. In 19 7 8, the conventions wi 11 be February 
24-27 in Los Angeles and August 4-7 in Boston; and in 1979, conventions will be Feb
ruary 16-19 in Phoenix, Ariz. and July 27-30 in Washington, D. C. Mark your calendar 
and plan now to attend. 

INDUSTRY DEATH ••• The NCWA regrets to report the death, on January 2, of Sidney 
Singer, a broker and NCWA life membe.r living in West End, N. J. We extend our 
sincere sympathy to his family and associates. 

' 
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CANDY CAPSULES •••• James Klene has been elected president of the Hoosier Candy 
& Tobacco Club; other officers are Gerald Barsz, vice president; Richard H. Lake, 
treasurer; and Paul A. Scali, secretary ••.. the Henry D. Nill Company of McKeesport, 
Pa. has been sold to Eisenstat Candy Company •••• Mildred Aluotto has been named 
vice president of Swizzels, Inc., Hoboken, N. J ••••• the Southern Tobacco & Candy 
Association will hold its annual convention and exposition, May 20-22, at the Holiday 
Inn Rivermont, Memphis, Tenn.; contact Jane Smith, STCA, 50 Executive Park South, 
N. E., Atlanta, Ga. 30309 •••• the National Association for the Specialty Food Trade 
will sponsor the Annual Fancy Food and Confection Show at the Rivergate, New Orleans, 
La. during June 12-13; contact Jean Frame, NASFT, 30 E. 42nd St., New York, N. Y. 
10017 •••• the Western Confectionery Salesmen's Association will hold its annual 
convention December 11-13 at the Chicago Sheraton Hotel, Chicago, Ill. 

A PROPOSAL TO PROHIBIT ALL PREMIUM ADVERTISING DIRECTED AT CHILDREN has been 
rejected by the Federal Trade Commission, which noted that it has "carefully considered 
the study and the comments, and has decided to take this action because facts available 
to the Commission at this time do not demonstrate that all premium advertising televised 
to child audiences is inherently or invariably unfair or deceptive." The FTC added, how
ever, that it will continue to monitor such advertising and evaluate it on an individual 
basis. 

A BILL WHICH WOULD INDEX THE MINIMUM WAGE has been introduced in the U. S. 
House of Representatives by Rep. Dent (D-Pa.). The bill, H .R. 3744, would immedi
ately index the federal minimum hourly wage to an indicator called the Average Hourly 
Earnings of Production Workers on Manufacturing Payrolls. If it becomes law, 30 days 
later this would result in a minimum wage of 55 percent of the average hourly earnings 
for the year 1976, or about $2.79 an hour. Then, effective January 1, 1978 and every 
year after, the wage would be tied to 60 percent of the average hourly earnings index. 
Dent estimates this would result in a minimum wage of $3. 04 an hour by January of 
next year. The House Subcommittee on Labor Standards is conducting hearings on the 
bill. 

MORE ON LICENSE PIA.TE ADVERTISING. In a recent issue of Quick Topics, we told 
readers about the interesting way Colonel Al Olthaus has of advertising the fact that 
he's a candyman -- with a license plate which says ZAGNUT. Since then, we have 
found another candyman with the same idea. Frank A. Lundblad, president of vanMelle, 
Inc., in Sudbury, Mass., sports a license plate with the name MENTOS on it. Mentos 
is the brand name of a line of mints and fruit drops manufactured by the vanMelle family 
in Rotterdam, Holland. The Lundblad family has advertised on its family car license 
plate since 1972. 

THE CARTER ADMINISTRATION SUPPORTS STIFF PRISON SENTENCES for corporate price
fixers, said Attorney General Griffin Bell in a speech at Harvard University recently. 
Bell said that sentencing price-fixers to prison is a "necessary step if rhetoric about the 
evils of price-fixing is to be translated into effective action." He added that he sup
ports the guidelines recently issued by the Antitrust Division of the Justice Department, 
calling for 18-month prison terms for some price-fixers. 
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SALES SIANT •.• Sales managers don't exist to make life hard. They are there to help 1·1 

salesmen and the firm. To the extent that you as a salesman rebel against your sales 
manager, you hurt yourself and endanger your own growth as a professional salesman. 
What are the characteristics of a positive attitude? One is loyalty. Not being a "yes-
man" or following your manager blindly. Instead, giving enthusiastic support to your 
manager, his programs, and to your company's entire sales effort. A second positive 
attitude is receptivity. Many salesmen think they are so able and experienced that they 
won't even listen to suggestions. This is narrow and wrong. No matter how long you 
have done something in a certain way, there may be a better way; if yours is the right 
way, trying something different can prove your point. The point is don't close your eyes 
to your sales manager. He's working for your benefit and that of the company. 
Wholesaler Salesman's Digest. 

DIVISION MANAGER WANTED TO COVER Ohio, Michigan, Indiana, Kentucky, Maryland, 
Washington, Virginia, and North and South Carolina. Preferably located in Ohio. Will 
receive salary, bonus, commission, expenses. Please write or call Bernard Rubin, 
F&F Laboratories, 3 ~O 1 W. 48th Place, Chicago, Ill. 6063 2. Phone 312-927-3 73 7. 

THE U. S. INTERNATIONAL TRADE COMMISSION HAS RECOMMENDED to President Carter 
import quotas on raw and refined sugar. Sugar cane and sugar beets in their natural state 
would not be involved in the quota. Although all six commissioners agreed on the need 
for a quota, they did not agree on the type. Three commissioners recommended the es tab I 
lishment on an annual calendar year basis of a 4. 2 7 5 million short ton quota. This would 
begin in 1977 and end in 1981 and would be on a country-by-country basis. The President 
would determine the allocation for each country. The other three commissioners recom
mended a quota of 4. 4 million short tons, but each proposed a different means for allo
cating it, as well as different time periods. President Carter has until May 17 to con-
sider the report and accept any or none of the recommendations. 

A SMALL BUSINESS JOB TAX CREDIT ACT has been introduced in the House of Repre
sentatives by Rep. Butler Derrick of South Carolina. The Act would provide an employ
ment tax credit equal to 50 percent of the wages paid for the creation of a maximum of 
10 new jobs for each business firm, with a maximum allowed credit of $80,000. The 
business firm would have to pay 50 percent of the wages. Under this program, the cost 
to the federal treasury for the creation of permanent jobs would be approximately $ 3100 
per job, whereas a make-work temporary public service job would cost them between 
$10,000 and $12,000. The NCWA is working for passage of this bill through the Small 
Business Legislative Council of which it is a member. 

CANDY BIT OF THE WEEK ••• "Who discovered America?" asked the history teacher 
of her young class. A small boy raised his hand and answered, "Ohio." "Ohio?" 
said the puzzled teacher. "Johnny, Columbus discovered America." "I know, 11 said . ,,: 
the pupil, "but I couldn't remember his first name. 11 "I 

Barbara Moskowitz, EDITOR 





The cigarette tax issue 

tax has grown by 6,f, to 12e, double the 1964 rate. 
Today almost one-half of what consumers must 

pay for a pack of cigarets goes to the Federal, state 
and local governments in the form of taxes. 

People today are demanding from government 
new and expanded programs, the revamping and 
restructuring of existing programs, and more 
comprehensive services ... in such areas as educa
tion, drugs, crime prevention, tax reform, welfare, 
and pollution control. An ever-mounting pressure 
is on state legislative bodies to raise additional 
revenues to cope with these demands. 

All too often in their urgent search for 
immediate funds, legislators have turned to the 
cigaret tax, and many times losing sight of the fac{ · 
that...cigarets don't pay taxes ... people pay taxes. 
The cigaret smoker is now shouldering a tax 
burden that has become unprecedented in today's 
society. 

This can be seen in the fact that the average 
state tax on a package of cigarets increased by 
only 1 ,f, to 6,f, during the 5 years prior to 1964. 
However, in the past eleven years the average state 

,~ , 
C,GAHtn, I\ .. J TAXESj'~ ~ 

'. . :'.} 

-..' 

J 
) 

f 

' j 

) 
' 
' ' 

I 

./ 

I 



Unfair tax 
People who enjoy smoking cigarets are carrying 

a disproportionate share of governmental revenues 
and expenses. 

In Michigan, cigaret smokers pay a state tax 
burden equal to 86% of what corporations pay to 
the state ... a tax burden equal to 14% of all 
individual income taxes collected by the state. 

The cigaret tax falls heaviest on those who are 
least able to pay. 

It taxes heavily a product which comprises a 
larger portion of lower income consumers' budgets 
than those of more affluent consumers. Since the 
percentage of income spent on cigarets falls as 
income rises, the Michigan cigaret tax is levied at a 
higher effective rate on lower income groups than 
on higher income groups. 

For example, a Michigan family earning $3,000 
a year and with two members who enjoy smoking 
is required to pay 4.6 percent of its income in 
cigaret taxes. 

If this family made $8,000, its cigaret tax 
burden would amount to 1.7 percent of the family 
income ... and the family making $20,000 must pay 
only 0.7 percent of its income in cigaret taxes for 
the pleasure derived from smoking ... and 25.5 
percent of all Michigan households make less than 
$8,000 a year. 

Let's look at it another way. Cigaret taxe( 
increase the weekly grocery bill of this Michigan 
family by 8%. 

If they were required to pay the same tax 
burden on other products that is paid on cigarets, 
they could not afford many of the things they own 
today. Consider an automobile with the factory 
sales price of $5,000. 

Should the state of Michigan tax a car in the 
same manner as cigarets, its cost would jump to 
$7,600. 

But cigarets also carry a Federal tax. 
If automobiles carried the same total tax 

burden that cigarets do, the price would jump to 

$9,~~0. With prices like these, how many Michigan 
families could afford the pleasure of owning an 
automobile? How many cars would the auto
mobile industry sell? How many people would be 
forced out of work? What effect would all this 
have on state revenues? 

Corporation Tax Burden 

Cigarette Tax Burden 
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Cigarette sales and tax revenues 
In the past, some tax levying authorities 

assumed that cigaret prices could be continuously 
raised by tax increases without affecting sales. 

The following facts will show that this simply is 
not true. 

In states where the cigaret tax has remained at a 
more reasonable level, tax paid sales have shown 
excellent growth. And, of course, when legitimate 
sales increase, tax revenues also increase. 

In Maryland where the cigaret tax remained at 
six cents per pack from 1961 to 1974 sales grew 
steadily, and increased sales were accompanied by 
increased tax revenues. The past seven years in 
neighboring Indiana prove this fact. In fiscal 1975 
state revenues from cigaret tax collections alone 
were up over 28% since 1968. Although bordered 

-- ---- ----- ---

by three states with much higher tax rates, Indiana 
has withstood pressure to raise its tax. 

Now let's look at the other side of the coin. 
What happens to cigaret sales in states that have 
enacted recent cigaret tax increases? In most cases 
revenue officials never fully realize the extent of 
the damage caused by an increase in the cigaret .. 
tax. Ohio's cigaret business grew about the same as( 
Indiana's until 1967 when the tax was increased. 
Sales dropped the following year. Another tax 
increase in 1969 caused further losses in sales. In 
mid-fiscal 1972 the tax was raised to 15 cents. In 
1973 cigaret sales dropped to their lowest level in 
the past 12 years as a result of that increase. Sales 
in 1974 and 1975 showed slight gains but they are 
still below the 1967 level. 

Without that additional tax burden, increasing 
cigaret sales would have resulted in increased 
cigaret tax revenues. 

In Illinois, cigaret sales enjoyed excellent 
growth until tax problems began in 1965. By 1970 
cigaret sales had declined to about the same level 
they were 10 years earlier. In January of 1971 the 
City of Chicago placed an additional nickel tax on 
cigarets sold within the city, discouraging sales and 
encouraging bootlegging. 

hikes, cigaret sales dropped by 3.9%. In other 
words, cigaret sales in the eleven states were 8. 7% 
lower than they would have been had increases not 
occurred. 

Let's summarize the effect of some recent state 
tax increases. 

Eleven states increased their cigaret tax rates in 
fiscal 1971. Sales in these states were growing at 
an annual rate of 4.8% before the increases 
occurred. In the twelve months following these tax 

Additional taxes caused lower volume and lost 
profits to the thousands of wholesalers and 
retailers in the business community ... sales and 
profits that would have generated tax revenues for 
state governments. 
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Cigarette taxes and other products 

Higher cigaret taxes not only cause an increase 
in the price of cigarets, they also cause the prices 
of other products to increase. 

If cigaret sales drop 8% following a tax increase, 
wholesalers must increase the prices on all their ( 
other products by an average of 7% just to 
maintain their same level of profits. 

In addition, cigarets are traffic builders .. . they 
draw customers into 61,753 retail outlets across 
this state that sell tobacco products. And when 
people stop buying cigarets ... the tax revenues 
derived from the sales and profits on other 
products suffer as in-store traffic declines. 

Cigarette taxes and crime 
The tax problem has another serious aspect. In 

states with high cigaret tax rates, the criminal 
element has quickly become involved . 

The legitimate cigaret industry is confronted 
daily with the threat of underworld violence and 
personal injury. Insurance rates have soared as 

( ~igaret warehouses have been turned into armed 
camps and delivery trucks into armored cars. 

A documented report by the New York State 
Commission of Investigation tells how organized 
crime operates its "cigaret business." The report 
followed detailed investigation and public 
hearings. 

How big is the problem in New York? The 
Commission reported that ONE out of every SIX 

cigarets smoked in New York State comes from 
illegal channels. 

In New York City, these cigarets number ONE 
out of every FOUR smoked. 

That's big business amounting to 40 mill ion 
cartons per year .. . 110 thousand cartons every day . 
And every carton results in lost sales, lost profits 
to legitimate business and lost tax revenues . 

Cigaret bootlegging is a fact! Here's what a 
confessed bootlegger said in the recent New York 
hearings .. . 

"It was easy. I'd drive down South, load up my 
car with cigarets at $1.69 a carton, and peddle 
them in New York City for three bucks. 

"In a few weeks I had a sweet thing going. 
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"My original customers became 
distributors ... and I guess you could say I was their 
wholesaler. I quickly went from the trunk of my 
car, to U-Haul trailers, to trucks. 

"I was in business from 1966 through 1969. 
Over these three years, I averaged 3,500 cartons a 
week. My partner and I cleared a profit of 
$546,000. 

"We were never arrested. 
"We weren't the only ones. Hundreds were 

operating as we were. And I never heard of any of 
them going to jail. 

"The only reason we quit was because the big 
boys in the syndicate moved in, and our risk of 
being hijacked got too great. 

"It was good while it lasted, but we were no 
match for the big time operators." 

The total revenue losses reported by Com
mission of Investigation economists for the six 

Michigan law enforcement officers reveal the hand 
of organized crime. 

Illegal cigarets have been brought into Michigan 
disguised as laundry ... concealed in the back of 
campers ... or packed into travel trailers. 

In one instance, cases of sweet potatoes 
actually contained ... thousands of packs of cigarets. 

Many times instead of transporting cigarets 
from another state, they simply steal a truck load 
ofthem ... that way they cost nothing. 

The criminal element ranges from the 
small-time operator dealing in a few hundred 
cartons ... to large organizations. 

The high tax on cigarets has provided Michigan 
bootleggers with an insatiable market of con
sumers. 

years 1966-71 are staggering: 
New York City and State lost 384 MILLION 

DOLLARS in cigaret excise tax and sales tax 
revenue. 

But even this tremendous loss is dwarfed by the 
fact that in the same six years, the ligitimate 
cigaret distributors and retailers lost ... 

...more than TWO BILLION DOLLARS in 
gross sales. 

If you think this type of activity happens on~ .. · .. 
in places like New York and Chicago--you ~ 
wrong. Michigan officials recognize the millions ot 
dollars involved in illegal cigaret sales in this 
state ... a problem that began to assume major 
proportions following the cigaret tax increase in 
1970. 

While we would like to believe that cigaret 
smuggling in Michigan is the work of a few 
profit-seeking individuals, pictures made by 
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The Michigan story 

Data supplied by Michigan's Tax Department 
show that since 1964 cigaret sales grew at a rate of 
about 2.9% each year until the tax was raised from 
7 cents to 11 cents per pack in 1970. As a result, 
cigaret sales dropped in 1970 and 1971. After 
showing yearly gains from 1972 through 1974, 
gains below the growth that would have occurred 
if the tax rate had not been increased, sales 
dropped again in 1975. 

A recent analysis by Michigan's Tax Depart
ment indicated that had the cigaret tax not been 
increased, 422 million more packages of cigarets 
could have been sold over the past five years. A 
total of $120 million in retail sales was lost by the 

And, of course, Indiana with a tax rate almost 
one-half that of Michigan is undoubtedly picking 
up millions of dollars in sales that would have 
normally crossed the counters of tax-paying 
liusinesses and on which Michigan taxes would 

( ave been collected. Revenue officials estimate 
that in the fiscal year 1974 almost $10 million 
were lost due to the high tax rate. About $5 
million can be attributed to the availability of 
cheaper cigarets in Indiana and in military outlets, 
and it is suspected that much of the remaining $5 
million were lost as a result of bootlegging and 
hijacking. 

business community ... sales that would have 
provided millions of dollars in profits and sales tax 
revenues. 



Action in Michigan 
Michigan residents who enjoy smoking cigarets 

are demonstrating that they CANNOT and WI LL 
NOT pay the exorbitant prices caused by today's 
high cigaret tax. 

Now is the time to take remedial action ... before 
the problems caused by a high cigaret tax get out 
of hand as they have elsewhere. 

The only feasible and real solution to these 
problems is to LOWER THE CIGAR ET TAX. Paul 
Curran, Chairman of the Commission of I nvestiga
tion in New York State, put it this way in 
summing up his report: 

"As long as cigarets have a high value ... a high 
retail price as a result of taxes ... their value will be 
as good as cash. 

proprietors of over 61,000 retail and wholesale 
outlets that depend on the legal sales of 
cigarets ... cigaret sales that aid in generating the 
sale of other products. 

And finally, who would gain by such a 
reduction? The people! Yes, THE PEOPLE of 
Michigan. Not only those people who enjoy 
smoking, but every man, woman, and child who 
deserves the opportunity to grow up in a society 
and community where their lives are not 

" ... since substantial bootlegging began when the 
tax went to 10 cents per package, it is plain that it 
can be ended only by a reduction to some amount 
below 10 cents per package." 

The State of Michigan can and should take the 
lead by lowering its tax. 

Who would lose by lowering the cigaret tax in 
this state? ORGANIZED CRIME. 

Who would gain from such a reduction? 
First of all ... Government! The State of Michigan 

would no longer be forced to police organiz( 
crime and pay for an increasing number 0. 

criminal investigations. 
The state would regain the tax revenue it is 

entitled to on the millions of cigarets being sold 
illegally. In addition, revenues derived from a 
healthier business climate would flow into the 
state treasury. 

Who would gain by such a reduction? The 

Who will gain 
from a lower tax? 

1"" 

tm). GOVERNMENT 

( ~atened by organized crime. 
We must continue our tradition of good and 

responsible government and heed the plea for tax 
relief. 

Who will gain 
from a lower tax? 

!"' 

Who will gain 
from a lower tax? 

1"" 

3th GOVERNMENT ~ GOVERNMENT 
BUSINESS 
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NEW YORK STATE SPECIAL TASK FORCE 
ON CIGARETTE BOOTLEGGING AND THE CIGARETTE TAX 

December 14, 1976 

James H. Tully, Jr., Commissioner 
New York State Department of Taxation & Finance 
State Campus 
Albany, New York 12227 

Dear Commissioner Tully: 

On May 12, 1976, this Task Force transmitted to you its 
first Report, embodying certain recommendations. Since that 
time it has continued its studies of various matters relating 
to the cigarette bootlegging problem in New York State. 

As a result, the Task Force has agreed upon certain 
additional recommendations for your consideration and they 
are respectively tendered in this second and final Report. 

The members of the Task Force again wish to express to 
you their thanks and appreciation for having been given the 
opportunity to serve in this important assignment . 

._____...,,__,.,,,l,y...__ ~ed, 

RED DONATI, JR. 
Chairman 
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Introduction 

In March 1976, State Tax Commissioner James H. Tully, Jr. 

established this Task Force. On May 12, we issued an interim 

Report, speedily prepared so the Legislature could consider 

its recommendations prior to adjournment of the 1976 session. 

The Task Force has continued to study matters connected with 

its assigned mission. 

The Task Force considered additional problems and possible 

solutions, including the role which should be taken by the federal 

government in this troublesome area. Another influence was 

new evidence from continuing investigations, especially into 

cigarette tax stamp counterfeiting, which have been conducted 

by the Special Investigations Bureau of the Department of Taxation 

and Finance. Finally, related to the counterfeiting investigations, 

the Task Force has evaluated a change in the cigarette tax stamp 

used by the State of New York. 

1. The Federal Role 

Cigarette bootlegging and tax stamp counterfeiting 

flourish by reason of the profits obtainable from the differential 

in state cigarette tax rates. It is acknowledged that the 

problem is not confined to certain states or even to certain 

sections of the country, but is widespread in the United States. 

While substantial reduction of the cigarette tax by any individual 

state would reduce the problem there, few states can afford to 

relinquish these revenues. Further, the problem would continue 

rampant among the other states. Thus, the best answer to the 

1 
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nationwide problem of cigarette bootlegging and counterfeiting 

is federal elimination of such differentials, and imposition of 

a uniform cigarette tax rate throughout the United States. 

Because of the diverse factors affecting state determinations 

of their cigarette tax rates, it would be unrealistic to expect 

achievement of a nationwide uniformity through joint efforts of 

the states alone. The federal government must provide the 

framework, either by direct establishment of a uniform rate in 

lieu of state imposed cigarette taxes, or by federal incentives 

which would make it worthwhile for the states to voluntarily 

join in establishing a uniform rate. 

To avoid apprehension in low tax-rate states, that establish

ment of such a uniform rate will result in higher taxes to their 

citizens, a formula must be established at the same time, on 

the basis of which federal cigarette tax revenues would be 

allocated to the states. This "sharing" would guarantee that 

low-tax states receive at least as much revenue as a state-imposed 

tax would provide - for example, based upon cigarette consumption 

in the state. Thus no state would receive more, or less, than 

its proportionate share of cigarette tax revenues because of a 

uniform federal cigarette tax. 

The federal cigarette tax could be collected by the cigarette 

manufacturers both easily and inexpensively. Costs of administering 

the tax would be minimal, since cigarettes are manufactured by 

fewer than a dozen major corporations. In comparison, the New 

York State system alone, which is based on regulation of "agents" 

and "wholesalers", must supervise over 2,000 entities. 

2 
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While no "hard" figures are available, it is estimated 

that federal, state and local governments lose $400 million a 

year in lost excise, sales, corporate income and personal income 

taxes as a result of bootlegging and counterfeiting. Other 

"losers" are legitimate businessmen, their employees and investors. 

Until we can establish a nationwide uniform cigarette tax, 

the federal government should irmnediately enact a strong and 

effective cigarette contraband bill. Such a bill would make 

it a federal felony to transport cigarettes interstate for 

unlawful purposes. The National Tobacco Tax Association has 

drafted such a bill for introduction in the 95th Congress early 

in 1977, and this Task Force supports that bill. 

Passage of a cigarette contraband bill would add federal 

enforcement resources and activities to the states' fight 

against crime in the cigarette industry. It would be a major 

blow against the criminal element now reaping substantial profits 

from illicit cigarette activities, and draining badly-needed 

revenue from the states. 

2. State Recormnendations 

A. Change of Type of Cigarette Tax Stamp 

As indicated in its initial Report (p. 16), the 

Task Force has considered a different kind of cigarette tax 

stamp for New York. This received substantial impetus on 

September 16, when Conn:nissioner Tully announced culmination of 

a six-month investigation by the Special Investigations Bureau 

into cigarette tax stamp counterfeiting. This ring is believed 

3 
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to have been depriving the State and City of millions of dollars 

of cigarette tax revenues annually. Counterfeiting machines were 

seized, and certain wholesalers and alleged counterfeiters were 

arrested. 

The results of that investigation demonstrated clearly the 

extensive, serious, and high revenue-loss impact of cigarette 

tax stamp counterfeiting. In addition, this Task Force has been 

advised by the Special Investigations Bureau that evidence secured 

during that investigation indicated that cigarette bootleggers 

and counterfeiters operated in all but a few of the states in 

this country. 

The Task Force concludes that a different type of stamp -

more difficult to counterfeit, easily and quickly changeable, 

and readily recognizable by members of the public as well as 

enforcement officers - should be used on cigarette packages 

(initially,in the City of New York). Such a changed stamp 

would also lend itself to a public education advertising campaign, 

promote effective law enforcement against counterfeiting operations, 

and provide important assistance in reducing revenue loss from 

counterfeiting operations. Use of the new tax stamp together 

with a public advertising campaign, and increased enforcement 

funded by the measures recommended in the Task Force's May 12 

Report (p. 13), would provide a significant additional measure 

of law enforcement effectiveness. As a result, the Task Force 

has concluded that a less-drastic tax reduction is necessary 

than was originally recommended by this Task Force. Yet, the 

4 
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same degree of pressure upon the cigarette bootleggers and 

counterfeiters can be anticipated. 

B. Tax Reduction 

The Task Force has further studied elimination 

of the New York City cigarette excise tax, and reduction of the 

New York State tax. Among the major additional considerations 

were the continuing sluggishness of the national economy and its 

impact upon the continuing economic and fiscal problems faced 

by the City and State of New York, as well as the effect of a 

change of the type of cigarette tax stamp now being used. 

We believe it is possible to cut taxes and increase revenue; 

because the revenue losses would be~ than made up by increased 

excise and sales tax revenues on sales by legitimate businesses. 

The Task Force still believes that the 8¢ per package 

New York City tax should be repealed in its entirety. However, 

the recommended reduction in the New York State tax need not be 

as much as the 2¢ (from 15¢ to 13¢) per package proposed in the 

initial Report. A reduction instead to 14¢, combined with the 

repeal of the 8¢ City tax, could increase total excise and sales 

tax revenues by $7.4 million. Of course, New York City's share 

in the revenue would be protected, as indicated below. 

While the bootlegger or counterfeiter would have the 

additional 1¢ per package, 10¢ per carton, potential profit 

margin, it would be counter-balanced by the additional law 

enforcement effectiveness achieved through the factors described 

at p. 4, above. 
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We recommend that the tax reduction take effect beginning 

with the fiscal year commencing April 1, 1978. The Task Force 

has modified its formula for distribution of the revenues to 

be derived from the increase in sales, which will result from 

the tax reduction. 

The Task Force's recommendations are as follows: 

i. The New York City cigarette excise tax of 8¢ per pack 

should be repealed, effective April 1, 1978. 

ii. The New York State cigarette excise tax of 15¢ should 

be reduced by 1¢ to 14¢, effective April 1, 1978. 

iii. There should be established a "base cigarette revenue 

year", which is recommended to be calendar year 1977. The "base 

cigarette revenue year" will establish total revenues deriving 

to the State of New York and to the City of New York from both 

cigarette excise taxes. The anticipated increase in revenues 

from the cigarette excise tax inuring to the State of New York, 

over its "base cigarette revenue year", would be applied in its 

entirety to the City of New York up to the level of total revenue 

which was received by the City during its "base cigarette revenue 

year". Any additional revenue beyond this amount (which could 

be over $7 million a year) would be allocated thereafter between 

the State and City on an equitable basis. Provision should be 

made for regular, periodic pay-overs to the City of New York, on a 

monthly or quarterly basis, from the commencement of the tax 

reduction program. By using comparisons with the State and City 

base years, and estimates where necessary, we would not interrupt 

the regular and orderly flow of revenue from the cigarette tax to 

the City. 

The Task Force wishes to emphasize that the formulas proposed 

are not inflexible. The State and City may of course agree upon 
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other equitable formulas. While these formulas may be flexible, 

the Task Force believes that the tax cut must be initiated, to 

take a significant step in the fight against the cigarette 

bootlegging and counterfeiting problems pending federal action. 

C. Other Recommendations 

The Task Force also recommends that the Commissioner 

of Taxation and Finance establish an entity within the Department 

to collectively enforce and administer all State government functions 

relating to the cigarette industry, (except the actual collection 

of the excise tax), in order to increase the effectiveness, efficiency 

and uniformity of such enforcement and administration. 

The Task Force reaffirms the remaining recommendations made 

in its Report of May 12, 1976. 

Members: 

John J. Garry 
Louis M. Jacobson 
Frederick G. Hicks 
Arthur R. Rosen 
Joseph H. Reohr, Jr. 
Richard Brevoort 
Gerald E. Looney 

Morris Weintraub, Consultant 
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NEW YORK STATE SPECIAL TASK FORCE 
ON CIGARETTE BOOTLEGGING AND THE CIGARETTE TAX 

May 12, 1976 

James H. Tully, Jr., commissioner 
New York State Department of Taxation & Finance 
State campus 
Albany, New York 12227 

Dear Commissioner Tully: 

In forming the New York State Special Task Force on Cigarette 
Bootlegging and the cigarette Tax and appointing its members on 
March 16, 1976, you directed that it make appropriate s.tudies dealing 
with the problems of enforcement of the law, and the economic impact 
resulting from its widespread violat_ion. You also requested that the 
Task Force prepare recommendations to be considered by you for possible 
referral as legislative proposals for the present session of the 
Legislature. 

I ·rhe 'rask Force has acted promptly to discharge its responsibilities. 
Mindful of the role of organized crime in the smuggling of cigarettes 
into this State, it has sought information and advice from enforcement 
officials and industry representatives, among others, by means of public 

' 

hearings in New York City and Syracuse to determine the extent of the 
problem and possible means to cope with it. Similarly, the Task Force 
has looked into the infiltration of contraband into the field of 
legitimate retailers, and has weighed the effects of this activity and 
of cigarette bootlegging on the economic well-being of the State. 

On the basis of its studies and hearings, the Task Force has 
reached certain specific conclusions. From them, it has ~-Jreed on 
several recommendations for your consideration, and they are respectively 
tendered herewith, together with the thanks and ~ppreciation of the 
members of the Task Force for the opportunity to serve in this important 
assignment. 

Resptectf¢ly subm.i\_ted, 
_I 7 I I /ILL ;·-/ .· (1 J -· 
A RED DONATI, JR. 

-···~-
/) ( It ,/_ 

/ 
/ 

Chairman 

I 

I 
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INTRODUCTION 

' 

State Tax Commissioner James H. Tully, Jr. on March 16, 1976 
announced the formation of the New York State Special Task Force on 
Cigarette Bo~tlegging and the Cigarette Tax, and the appointment of 

_ its members. The Task Force was charged with examining and making 
recommendations relating to the flourishing criminal activity commonly 
known as cigarette bootlegging, and the resulting deterioration of the 
economic health of legitimate cigarette businesses in this State. 
Accordingly, the Task Force has closely examined the problems and is 
herewith making recommendations relating to the fight against cigarette 
bootlegging, the economic impact of the cigarette tax, and to potential 
avenues of relief from the harmful effects of those problems on the 
cigarette business and the economy of this State, as well as to related 
matters. 

The Task Force held its first meeting within hours of the 
Commissioner's announcement of its creation on March 16 and immediately 
determined that in order to make a meaningful contribution toward solving 
these problems it would want to present some legislative proposals prior 
to the adjournment of this year's Legislature which would be both effec
tive and have a realistic chance to pass. To do otherwise would be to 
relegate the efforts cf this Task Force to that of a study group--at 

I lc2::t i.:::itil th2 1977 legislative session. By then, according to so~ 
sources, "it might be too late." 

' 

The Task Force held public hearings on March 29, 1976 in New York 
City and on April 12, 1976 in Syracuse, at which testimony was taken 
and statements were submitted relating to all three major areas with 
which the inquiry is concerned--that is, the areas of law enforcement, 

. . . . ** economic matters and administrative matters. 

From the outset, this body faced the very difficult task of 
arriving at solutions to problems which have vexed the State, the 
cigarette busin~3S and law enforcement officials for years. It soon 
be~ame apparent that the problems presented could not be overcome by 
a single solution. Thus, for example, the solution most commonly 
proposed--to roll back the cigarette tax--itself presented the major 

*The membership of the Task Force is set forth in Appendix A to 
this Report. 

**A copy of the Chairman's Opening Statement at the March 29 hearing 
is marked as Appendix B to this Report; the schedule of witnesses 
at the March 29 hearing is marked as Appendix C; the schedule of 
witnesses at the April 12 hearing is marked as Appendix D; Appendix 
E sets forth some of the significant statistics presented to the Task 
Fo,rce. 
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problem of a potential loss of revenues to New York State and to New 
York city. On the other hand, a singular approach, based on law 
enforcement efforts, would help stem the tide but would not, alone, 
turn it. Moreover, an administrative approach, such as regulation 
through licensing, without balancing factors, ran the risk of simply 
imposing an additional burden upon already harassed legitimate dealers 
in the cigarette business. 

Accordingly, it became apparent that it is necessary to take a 
multi-faceted approach to the solution of the problems presented which 
would include a combination of economic, administrative and law enforce
ment elements. That is the approach taken by this Task Force and des
cribed in this Report. 

In order to achieve an appropriate balance and synthesis of the 
conflicting elements indicated above, we have determined to divide 
our focus and recommendations into two parts: (1) those which can be 
formulated and presented to this legislative session and which are the 
subjects of this Report, and (2) those requiring longer term evaluation 
which will be the subject of future Reports and recommendations, inclu
ding those for presentation to the 1977 Legislature. Moreover, because 
of the short time available to finalize this Report, we do not herein 
fully detail the background, basis and evidence underlying our recommen
da.ti.o~s. They will be detailed in subsequent Reports, 0r earlier wh~e 
Executive or Legislative consideration of a particular matter requires 
additional detail, and also in memoranda in support of proposed legis
lation. The recommendations made here are thus the product of intensive 
effort and reflection over and above the. background material presently 
incorporated in this Report. 

2 
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RECOMMENDATIONS 

On the basis of its findings thus far on the cigarette tax and 
cigarette bootlegging and its deleterious effects upon cigarette businesses 
in this State, with the resultant closing of businesses and loss of 
employment, this Task Force has arrived at its initial recommendations 
for legislation relating to these matters. A summary of those l~gislative 
recommendations follows. 

1. To eliminate cigarette bootlegging, the 8¢ per pack New York 
City cigarette excise tax should be repealed and the New York State 
cigarette excise tax now at a level of 15¢ per pack should be reduced 
to 13¢ per pack. Accordingly, this Task Force recommends that the 
1977 Legislature enact such repeal and reduction if economic circumstances 
then permit. 

2. Require the uniform statewide licensing of every dealer in 
cigarettes in the State of New York, including manufacturers, agents, 
wholesalers, vending machine operators (and vending machines), retailers, 
and cigarette "missionary men", and provide for the establishment of a 
plan and structure for promulgating and administering related regula¼ions 
and p:>'.'oc-2duros in order that the licensing system be complete and workable, 
including the setting of realistic fees, report and audit requirements, 
and computerization of the licensing machinery. 

3. Effectuate the absorption by New York State of the function and 
responsibility of the Cigarette Tax Unit in the Special Investigations 
Division of the City of New York's Finance Administration and the related 
unit in the Finance Administration's Audit Bureau, effective July 1, 1976. 
Legislation may not be necessary to effect this recommendation under the 
provisions of Tax Law Article 20 Section 475~ however, if that Section 
does not provide sufficient authority, additional legislation should be 
enacted to effect this recommendation. 

4. Increase the effectiveness and level of intensity of law enforce
ment measures against cigarette bootlegging through steps including, but 
not limited to, the following: 

a. Earmark income and transfer cost savings from those 
sources provided by other recommendations herein 
(that is, from licensing, and from the absorption 

' 
of the functions of the aforementioned New York City 
Cigarette Tax Unit), as well as from certain other 
sources, such as auctions of seized contraband 
cigarettes, for allocation and use at the discretion 
of the Commissioner of the Department of Taxation and 
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Finance, through the Department's Special Investi
gations Bureau, to investigate and enforce cigarette 
tax laws involving criminal violations. 

b. Amend the Criminal Procedure Law to permit courts 
to issue eavesdropping (including wiretapping) 
warrants in matters involving evasion of or 
conspiracy to evade the Tax on Cigarettes imposed 
by New York State under Article 20 of the Tax Law 
and the Cigarette Tax imposed by New York City 
under Title D of the Administrative Code of the 
City of New York, where the violations involved are 
felonies. Legislative Proposal No. 32 of the 
Department of Taxation and Finance would accomplish 
the aforesaid purposes and this Task Force accordingly hereby 
endorses that Legislative Proposal. 

c. Provide that in cases where the law now permits seizure 
of a vehicle involved in violation of the Cigarette 
Tax Law and where the number of cartons in such vehicle 
is 50 or more, title to that vehicle shall presumptively 
pass to the State of New York where the owner of that 
vehicle has criminally facilitated the violation involved 
and provide that under those circumstances the burden of 
sho·wing entitlement to rc.:.urn that vehicle shall be upotf 
the owner of the vehicle if he seeks to retrieve it. 

d. Transfer the criminal penalties for violation of cigarette 
tax laws from those sections of the Tax Law where they 
presently appear to appropriate section{s) of the Penal Law. 

In addition to the foregoing, this Task Force also recommends: 

5. That, in conjunction with any other steps taken to treat the 
problems which are the subjects of this Report, the Department of Taxation 
and Finance mount an effective public education campaign, including use 
of publicity through all media, to aid in the enforcement of all aspects 
of the cigarette tax laws. 

6. That the State of New York makes every effort to amend Section 377 
of Chapter l0A of Title 15, United States Code, to make failure to file 
interstate shipment of untaxed cigarettes to other than a licensed agent, 
a felony. 
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DISCUSSION OF RECOMMENDATIONS 

Economic Matters 

Reduction of the Cigarette Excise Tax 

Conclusive evidence was presented to the Task Force at its 
hearings, that substantial revenue losses to both the City and 
State of New York result from the illicit traffic in cigare~tes. 
At present, the price differential between the lowest taxing 
State, North Carolina, and the highest taxing area in the United 
States, New York City, is 21¢ due to the excise tax, plus the 
sales tax differential. There was substantial testimony however, 
showing that cigarette bootlegging is a problem of significant 
proportion not only in New York City but also in Pennsylvania, 
Massachusetts, New Jersey, Connecticut, Rhode Island, and to a 
degree, in Upstate New York. 

The profitability of the bootlegging operation thus ranges 
from 21¢ per pack in the New York City metropolitan area, minus 
the cost of procurement, shipment and disbursement of the illicit 
cigarettes, to 13¢ a pack in the Upstate New York area, where the 
profit 3CCD3 to be margin~l. The testimony indic~ted that 
divergent bootlegging operations are currentiy in existence. In 
metropolitan New York and in Pennsylvania, Connecticut, New Jersey 
and Massachusetts, where the tax range is from 18¢ to 23¢, the 
testimony showed that illicit cigarettes are smuggled to these 
States by several methods. 

The method presenting the major problem is the sophisticated 
organized crime operation, which includes hijacking and other 
crimes of violence, as well as counterfeiting and the distribution 
of cigarettes carrying the stamp of other states. There is 
evidence that hijacked and counterfeited cigarettes are distribu
ted by licensed wholesalers as well as others, through legitimate 
retail outlets where the retailer has no knowledge that he is 
purchasing and selling illegal merchandise. Hijacking, which 
has risen to significant proportions, is of course, much more 
profitable but counterfeiting also returns substantial profits. 
Moreover, the evidence gathered by the Task Force indicates 
that more sophisticated business methods recently have been 
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incorporated in this business, apparently with the increased 
involvement of organized crime, and that the contraband is 
more and more found to be distributed through otherwise legit
imate retail outlets, especially the innumerable very small 
outlets which have sprung up in New York City which sell 
cigarettes at prices discounted well below those of larger, 
more established dealers. In addition, contraband is also 
distributed by some relatively larger retail operators who 
succumb to the temptation of dealing in untaxed cigarettes 
because of the narrow margin of profit on the taxed product 
and the severity of competition from discount operations. 

The evidence also indicates that certain very small 
discount dealers provide the ultimate "legitimate" outlet 
for the bootlegged product and exist because of the high 
volume generated by the fact that their discount prices will 
lure the smoker away from his usual supplier, (e.g., the 
cigarette stand in his office building, his local tobacconistr 
his local grocery or candy store). 

Another problem is the private entrepreneur who normally 
rents a truck, buys cigarettes in North Carolina and transports 
them northward to disburse them through apartment buildings, 
construction sites and parking lots of large hrn=d nesses, and 
in many other locations. This method of operation has attained
significant proportions and has also been reported throughout 
New York. 

The "honest" citizen of New York State who buys cigarettes 
across the borders of neighboring states, represents another 
route for illegal cigarette traffic. There is evidence that 
this practice is substantial in the Upstate area along the 
Vermont border because of the low taxes in both Vermont and 
New Hampshire. 

Factuai evidence presented at the hearings also showed 
that the 8¢ tax differential between New York City and Upstate 
New York virtually forces the legitimate tobacco retailer to 
buy his cigarettes through an Upstate retailer to avoid the 
higher tax. This practice, in addition to the obvious 
advantage it gives the consumer purchasing cigarettes outside 
the City of New York, also contributes significantly to revenue 
losses within the City. 
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~estimony has shown that still another method of obtaining 
illicit cigarettes in the State of New York is through its Armed 
Forces installations where no State Tax is imposed. 

In addition to the illegal tax-evading practices described 
above, a loss of 2,300 jobs within the cigarette industry of 
New York State has resulted from declining legitimate sales. 
Agents and wholesalers thus not only deal in much smaller volume, 
but the personal security risks in selling cigarettes have 
increased distributors' costs to the point where it is even more 
profitable to do business with a bootlegger now than it would 
have been six or seven years ago. These costs are incurred by 
the industry because of the need to carry expensive insurance, 
to install elaborate burglar systems and to require private 
security forces to trail vehicles transporting cigarettes within 
the State in an attempt to stop hijacking. 

It is the conclusion of this Task Force that repeal of the 
New York City cigarette excise tax alone would not eliminate 
cigarette bootlegging. It is probable that a combination of 
repeal and regulatory system including complete licensing would 
substantially curtail the problem by reducing the profit incen
tive, but the problem would not be eliminated, for several 
reasons. First, so long as a reasonable price differential 
exists in conjunction with the ve~y high density market of New 
York City, there will be sufficient profit incentive from that 
combination for bootlegging to continue. Moreover, the 
differential in taxes which supplies the bootleggers' profit 
unfortunately need not be as great now that the bootlegging 
importation and distribution systems and personnel have been 
established, as was required in order for bootlegging to have 
the incentive to increase to the extent it has in recent years, 
simply because now that such systems and personnel are "in place" 
it requires less profit to continue to run it than it did to 
establish it. Consequently, a reduction of taxes back to the 
level just below the tax at which cigarette bootlegging 
flourished would not be sufficient to eliminate the profit 
differential; the reduction in taxes would have to be reasonably 
below the critical level above which bootlegging began to flourish. 
Accordingly, elimination of the problem would require not only 
repeal of the New York City tax but also reduction of the New 
York State tax, back to the level of approximately 13¢ per pack. 
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If cigarette bootlegging was eliminated through reduction 
of the State excise tax to 13¢ and if the other recommendations 
in this•Report relating to licensing and law enforcement were 
effectuated, the revenue expectations for the State of New York 
would be as follows: 

FISCAL YEAR 1977-78 

Population 
Estimated consumption - per person 
Adjusted NYS consumption 

13¢ Excise Tax 
18.l million 

3,050 
2,760,250 

$358,932,500 
$358,932,500 

Present Excise Tax 
18.l million 

3,050 

Excise Tax Due - State 
Excise Tax Actually Collected 
Expected NYC Excise Tax 
Total Expected Excise Tax Collected 
Additional NYC Sales Tax Collected 
Additional NYS Sales Tax Collected 
Tax Revenue Collected 
Net Revenue Loss 

0 
$358,932,500 
$ 6,878,000 
$ 10,478,000 
$376,288,500 
$15,211,500 

2,760,250 
$414,884,025 
$336,500,000 
$ 55,000,000 
$391,500,000 

0 
0 

$391,500,000 

These figures describe the increase in New State revenue 
expected to acc.i:.ue from increased sales and from increased 
prcfit3 rc~ulting from lo~er prices, but ao not reflect in
creases in corporation taxes, unincorporated business taxes 
and income taxes and other less tangible but important benefits 
such as increased employment and increased purchasing power. 

-

The Task Force recognizes, however, that in view of the 
difficulty the State and New York City have experienced recently 
in achieving balanced budgets and in formulating economic plans 
to meet financial emergencies, it is unrealistic to expect repeal 
and reduction of these taxes effective in this fiscal year. 
Accordingly, it is hoped that this recommendation will be favor
ably cons~dered by the 1977 Legislature. 

Moreover, because of the economic situation noted above, 
the Task Force also recognizes that there may be some reluctance 
to accept the likelihood that cigarette sales by legitimate 
dealers will increase sufficiently to warrant a reduction of 
the State excise tax. In that event, the Legislature may 
choose to repeal only the 8¢ per pack New York City excise tax. 
This will be a solid blow against bootlegging but, because the 
process will be incomplete, it is even more important that the 
other major recommendations made in this Report namely, those 
relating to licensing and those relating to increased law en
forcement be enacted. 
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Administrative Matters 

1. Licensing and Related Factors 

At present, New York State requires agents and wholesalers 
to be licensed. An agent is normally referred to as a jobber, 
the individual to whom the cigarette companies dispense cigar
e~tes and who is charged with purchasing and affixing stamps 
for the New York State Department of Taxation and Finance. 
Agents and wholesalers are licensed with the State when they 
commence operations and remain licensed until no longer in 
business or until their license is revoked or suspended by the 
Department. No licensing fee is required by New York State. 

New York city requires agents and wholesalers to obtain a 
license on an annual basis for a fee of $10; retailers are 
licensed annually for $2. At present, New York City has 87 
licensed agents, approximately 1,500 licensed wholesalers and 
20,000 licensed retailers. There is little or no possibility 
of policing these New York City licensing operations with the 
limited staff available. 

It is the recommendation of this Task Force that a uniform 
state\•.ride licensing requirement be eriacted appJ.icabJ e to 8ve,r~ 
cigarette manufacturer who does business in the State of New 
York, and to every agent, wholesaler, vending machine operator 
(as well as vending machines themselves), retailer, and cigar
ette "missionary man". The license fee schedule should be 
sufficient to provide revenues necessary to offset the cost to 
administer the licensing operation, to administer and control 
an adequate reporting system, and to hire, train and oversee 
an adequate enforcement operation. 

The purpose of any licensing operation of the cigar~tte 
industry by the State or City should be to provide a means to 
prevent smuggled or bootlegged cigarettes from entering the 
normal distribution channel without being detected. In ad
dition, a good licensing operation would help prevent the 
licensure of criminal elements. Thus, legitimate businessmen 
would escape having to do business with people who deal in 
illegal activities. The third major reason for a good licens-
ing system would be to provide the revenues for the administration 
of the system performing the two functions outlined aboveo 
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The licensing operation of both the State and City fail 
miserably on all three counts and their present form should 
be abandoned. 

We wish to emphasize strongly that our concept of the 
licensing operation here recommended would be one administered 
in such manner that it does not simply add to the cigarette 
dealers' burdens or costs of doing business, but effectively 
attains the objectives above with a minimum of complexity and 
detail. The transition from an industry rife with cigarette 
bootlegging to one without professional bootlegging after 
rollback of the cigarette excise tax, will be accelerated and 
made more ·complete through use of the controls available under 
a licensing system in conjunction with increased law enforce
ment, as part of the "mop-up" operations against the bootleggers. 
Further, increased tax revenues (both excise and sales tax) 
which are expected to result from the increase in legitimate 
cigarette sales after the total excise tax is reduced is, of 
course, a very important predicate of the program proposed in 
this Report and the controls available through the licensing 
system will be a significant weapon to ensure collection of 
those increased revenues. 

At the same time, it is, of course, inevitable that some 
ac.ldiL:ional burden w_;_11 be placed upon legitimate dealers. by 
way of fees, reports, and audits. We feel, however, that on 
balance, the advantages of such a system to the people of the 
State of New York, as well as to those in the cigarette business, 
far outweigh the disadvantages of the additional requirements. 
This was also the opinion of the witnesses who commented on the 
subject of licensing at the Task Force hearings, including rep
resentatives of wholesalers and retailers. It was their consis
tent opinion that their objection would be to a licensing system 
which w~s not properly enforced rather than to licensing as such, 
because an unenforced system would simply add work and costs to 
their operation whereas a vigorously enforced system, together 
with intensive enforcement of criminal laws, would help eliminate 
criminal elements from the cigarette business and would have 
other salutary policing effects. 

The suggested fee schedule under the proposed licensing 
system and the anticipated revenues to be produced thereby 
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over a three-year period would be as follows: 

AGENTS 
WHOLESALE DEALER 
VENDING MACHINE OPERATOR 

1 to 50 machines 
50 to 250 machines 
over 250 machines 

CIGARETTE VENDING MACHINE 
Per machine 

RETAIL DEALER 
CIGARETTE MISSIONARY MEN 

FEE 
$300 yr. 

200 yr. 

50 yr. 
100 yr. 
200 yr. 

6-3 yr. 
25-3 yr. 

30 yr. 

APPROXo NOo 
230 

2,000 

470 
20 
10 

70,000 
80,000 

3,000 

REVENUE 
$ 207,000 
1,200,000 

70,500 
6,000 
6,000 

420,000 
2,000,000 

270,000 
$4,179,500 

The revenue to be derived fr·om this fee schedule would 
approximate $3 million during the first year of every three
year cycle and $580,000 during each of the other two years. 

It is recommended that any excess of revenues resulting 
from the license fees, over the costs of administering the 
licensing program, be earmarked for cigarette tax law enforce
ment purposes through the Special Investigations Bureau of the 
Departm1=rnt of Taxation and Finance. 

It is further recommended that in implementing the licensing 
system, each agent and wholesaler, vending machine operator be 
required to file reports with the State as specified by Regula
tior;s of the Tax Commission. Precise content of the reports 
would be determined by the government agency to which the reports 
are filed. The Task Force contemplates that, where necessary, 
legislation would include authorization for such important related 
functions as an adequate audit program at all licensing levels 
by the appropriate Bureau of the Department of Taxation and 
Finance. 

It is recommended that the proposed licensing requirements 
become effective January 1, 1977, but that enabling legislation 
be enacted by the current Legislature so the State may make 
necessary preliminary preparations in the meantime. 
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2. Absorption by the State of the City's Administration of 
the Cigarette Tax 

This Task Force recommends the elimination of those 
responsibilities of the City of New York for the collection 
and enforcement of the New York City cigarette tax, which 
are now carried out by the City Finance Administration's 
Cigarette Tax Unit of the Special Investigations Division 
and the related unit in the Finance Administration's Audit 
Bureau, and recommends that those functions be absorbed and 
administered by the State, and that appropriate administrative 
machinery be established to do so. Section 475 of Article 20 
of the Tax Law appears to provide sufficient authority for 
this recommendation to be accomplished without additional 
legislation upon consent of the City of New York. Moreover, 
the City has indicated it has no objection to the recommen
dation here made and accordingly this recommendation may be 
effectuated by voluntary agreement. If, however, such 
agreement cannot be finalized or if Section 475 is deemed 
not to provide sufficiently precise authority, it is urged 
that this recommendation be effectuated with additional 
legislation. 

It is estimated that enactment of this proposal would 
result in a savings to the City Jf New York of approximately 
$375,000 with little or no cost to the State of New York. 
The actual amount saved should be recouped by the State from 
other appropriate revenues paid by the State to the City so 
that there is neither gain nor loss to the City as a result 
of this measure. The resultant cost savings should be 
transferred to the use of the State's cigarette tax law 
enforcement unit, namely, the Special Investigations Bureau 
of the Department of Taxation and Finance. In this manner, 
additional funds would be obtained for law enforcement 
through administrative efficiency rather than through taxes 
or diversion of revenues from other programs. 

It is recommended that the transfer irom the city to 
the State of the functions above described be achieved by 
July 1, 1976 or as quickly thereafter as possible. 
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c. Law Enforcement 

1. Additional Funding of Law Enforcement Efforts Against Criminal 
Violations of Cigarette Tax Laws 

2. 

There was unanimity from all witnesses appearing before 
this Task Force that increased funding of criminal law enforce
ment efforts against criminal violations of the cigarette tax 
laws is absolutely essential, but that law enforcement efforts 
alone are not enough to cure the problem. 

This Task Force recommends that State law enforcement 
efforts against criminal law violations in this area be addition
ally funded, as indicated above, by earmarking for such purposes 
(a) the savings (estimated at approximately $375,000) which 
result from the absorption by the State, of New York City's 
administration of the City cigarette tax; (b) the excess of 
revenu~s generated by license fees over the costs of adminis
tering the license program and {c) the net funds produced from 
the sale at auction of cigarettes seized for violation of 
cigarette tax laws (the net amount being after the deduction 
of any sum payable to any law enforcement agencies, or informants, 
where required by law). 

It should be particularly noted that the increased funding 
derived from the foregoing sources would not involve the diversion 
of funds from any other source of revenue or from any program or 
from the curtailment or elimination of any program. Accordingly 
it should be emphasized that the funds so generated should not 
be deposited to the general revenue fund of the State but speci
fically allocated and earmarked as aforesaid. 

Amendment of the Criminal Procedure Law to Permit Judicially 
Ordered Eavesdropping in Connection with Criminal Viol~tions of 
Cigarette Tax Laws 

It was the unanimous recommendation of law enforcement 
officers appearing before this Task Force that the fight against 
the criminal element involved in cigarette bootlegging--especially 
because of the sophisticated techniques which organized crime 
brings to this activity--requires the use of eavesdropping, 
particularly wiretapping in order to be effective. It was 
emphasized in this regard that only judicious use would be 
made of eavesdropping. Its use would be limited and monitored 
by the terms of court orders authorizing it in a specific 
instance, pursuant to the legislation proposed herein, and by 
statutory and case law, as well as by the selection process of 
the law enforcement officers who would have the authority to 
apply to a court and supervise the effectuation of a court order. 
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Accordingly, it is the conclusion of the Task Force that 
such authority is essential to an effective law enforcement 
effort in this area, especially against the organized criminal 
element now entrenched in it. It is the recommendation of the 
Task Force that the Criminal Procedure Law be amended to permit 
judicial issuance of eavesdropping (including wiretapping) 
warrants in matters involving evasion of or conspiracy to 
evade the Tax on Cigarettes imposed by New York State under 
Article 20 of the Tax Law and the Cigarette Tax imposed by 
New York City under Title D of the Administrative Code of the 
City of New York, where the violations involved are felonies. 
This Task Force hereby endorses Legislative Proposal No. 32 
of the Department of Taxation and Finance, which would accomplish 
these purposes~ 

Transfer to the State of Title to Vehicles Seized Containing 
Contraband 

Under present law, a vehicle containing more than ten 
cartons of cigarettes without tax stamps may be seized by law 
enforcement authorities (Tax Law, Article 20, Section 477-a). 
However, present provisions of law for retaining possession of 
such a vehicle provide only cumbersome procedures which are 
in.frequently enforced (i.e., tc transfer title to the vehicle 
to the State requires a forfeiture proceeding by a city corporation 
counsel or a county District Attorney, depending upon where the 
seizure is made. This is practically never done because of the 
priority of other work in those offices). The result is that, 
in most instances, the vehicles are ultimately returned to the 
violator. Moreover, in many instances, vehicles are used from 
rental agencies which frequently are "in cahoots" with the 
bootlegger. Indeed, sometimes the bootleg operation has a 
substantial ownership interest in the rental agency involved. 

Perhaps the three most essential elements to~ cigarette 
bootlegging operation are money, the telephone, and a transport 
vehicle. In order to overcome the difficulties encountered by 
law enforcement agencies, and described above, the Task Force 
recommends that upon the seizure of a vehicle containing contra
band, title to that vehicle shall presumptively pass to the 
State of New York. The burden shall then be upon the owner of 
the vehicle who seeks to retrieve it to show entitlement to its 
return. Such a showing would vary depending upon the particular 
circumstances involved. Vehicles of legitimate, unsuspecting 
rental agencies would not be endangered. On the other hand, 
the agency which, though not actively assisting, nevertheless 
closes its eyes to the frequent seizure of its vehicles by the 
same users, should not be permitted to continue in business 
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without any sanction whatsoever. 

In order to provide additional protection to the innocent 
individual transporting cigarettes for his own use, the number 
of cartons required to be in the vehicle before this provision 
would become operative should be set at 50. (The 10 carton 
figure, however, would remain in the present provision of law, 
that is, applicable to a seizure where the burden remains upon 
the State to establish a forfeiture). Also, to protect the 
innocent rental agency, it would also be a part of this new 
provision that it would be operative only if against the 
owner of a vehicle whom it can be shown had criminally facili
tated the violation involved. 

Transfer of Criminal Penalty Provisions from Tax Law to Penal Law 

Tax Law Section 481 provides criminal sanctions for certain 
prohibited acts regarding the cigarette tax and contains legal 
presumptions to be used in prosecutions involving the proscribed 
conduct. It is recommended that this section be transferred to 
the Penal Law. Enforcement agents and prosecutors have stated 
that such a "cosmetic" change would result in a substantive 
improvement in cigarette tax compliance and judicial enforcPment 
of these laws. 
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Other Recommendations 

, 

In addition to the foregoing, it is also recommended that: 

1. An intensive public education campaign utilizing all media be 
initiated by the Department of Taxation arid Finance to aid in 
the enforcement of all aspects of the cigarette tax law. Such 
publicity would not be limited to violation of the criminal 
provisions of the cigarette tax laws involved in bootlegging 
but would also relate to significant civil law provisions such 
as certain of those involved in the licensing programs and the 
enforcement of a mandatory minimum sales price. 

2. Chapter lOA of Title 15, United States Code, presently provides 
that one who ships untaxed cigarettes into another State to a 
consignee other than a licensed agent shall file with that 
State's tobacco tax administrator information relating to such 
shipment. Failure to do so is a misdemeanor punishable by 
six month's imprisonment and a $1,000 fine. The Chapter should 
be amended to make failure to so file a felony and thereby 
provide additional deterrent to the crime of cigarette smuggling 
and additional incentive to Federal investigative agencies and 
prosecutors to pursue such violations. 

Further Study 

The Task Force is considering further measures looking toward 
final solutions to the problems in the cigarette industry, including 
the possibility of establishing a Cigarette Tax Authority to administer 
collectively under one agency all government functions relating to 
this industry, except the actual collection of the excise tax, 
or establishing such an entity within the Department of Taxation and 
Finance. The Task Force is also studying other steps which may be 
taken to help solve the problems presented without the necessity for 
legislation, including the possibility of changing th~ type of tax 
stamp required on packages of cigarettes. 

The concept of a uniform Federal cigarette tax, or even a 
uniform regional tax, e.g., for the northeast region, has a great 
deal of merit from the point of view of providing an ultimate 
solution to the problems encountered in this field and will be 
examined closely by the Task Force. However, because there is 
little likelihood of enactment of these concepts into legislation 
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in the near future, other avenues for combating these problems 
must be pursued in the meantime, as is done in this Report. Other 
steps which can be taken by the Federal Government, such as through 
better, more effective use of Regulations of the Interstate Commerce 
Commission to prevent the bootlegging of cigarettes, also merit 
further study. 

Members: 

John J. Garry 
Louis M. Jacobson 
Frerlerick G. Hicks 
Arthur R. Rosen 
Joseph H. Reohr, Jr. 
Richard Brevoort 
Gerald E. Looney 

Morris Weintraub, Consultant 

17 

Respectfully submitted, 

SPECIAL TASK FORCE ON CIGARETTE 
BOOTLEGGING AND THE CIGARETTE TAX 

DONATI, JR. 
Chairman 

-



I 

'· 

I APPENDIX A 

' 



I 

I 

' 

MEMBERS OF THE NEW YORK STATE SPECIAL TASK FORCE 
ON CIGARETTE BOOTLEGGING AND THE CIGARETTE TAX 

Alfred Donati, Jr. 

John J. Garry 

Louis M. Jacobson 

Frederick G. Hicks 

Arthur R. Rosen 

Joseph H. Reohr, Jr. 

Richard Brevoort 

Gerald E. Looney 

Morris Weintraub 
1( 

Al 

Chairman, Director Special 
Investigations Bureau, New York 
State Department of Taxation & 
Finance (DT&F) 

Administrative Director (DT&F) 

Metropolitan Deputy Tax 
commissioner (DT&F) 

Director, Miscellaneous Tax 
Bureau (DT&F) 

Deputy counsel (DT&F) 

Principal Excise Tax Examiner (DT&F) 

E~rmer Deputy Finance Administrator • 
of New York city 

State Police Lieutenant 

Consultant. Mr. Weintraub is with 
the Council Against Cigarette 
Bootlegging. 



I 
# 

I APPENDIX B 

t 

' 



I 

' 

OPENING STATEMENT OF ALFRED DONATI, JR., CHAIRMAN, 
11 NEW YORK STATE SPECIAL TASK FORCE ON CIGAR8'l'TE 

BOOTLEGGING AND THE CIGARETTE TAX 11
, AT ITS PUBLIC 

HEARING OF MARCH 29, 1976 IN NEW YORK CI_T_l ___ _ 

Good morning. My name is Alfred Donati, Jr. I am the Director 
of the Special Investigations Bureau of the New York state Department 
of Taxation and Finance, and the Chairman of this "Special Task Force 
on Cigarette Bootlegging and the Cigarette Tax. 11 I would first like 
to thank those of you here for the interest and concern your presence 
today demonstrates. 

The cigarette tax is imposed on the sale or use of cigarettes 
within the State of New York, and last year it produced a significant 
one-third of a billion dollars of revenue. 

It might have brought in even more revenue to this financially 
hard-hit State--perhaps as much as $75 million to $100 million more-
without the sale of even one additional pack of cigarettes, except for 
two very important reasons: 

One. The disparity in the taxes on cigarettes between the State 
of ~ew Yo~~ and the State of North carolina--a difference of as mucr. 
as 26 cents per _pack--makes the bootlegging of untaxed cigarettes into 
New York tempting and highly profitable, particularly for organized 
crime. 

Two. Contraband cigarettes in the past have been retailed mainly 
through businesses which don't normally deal in tobacco products, such 
as beauty parlors, barber shops, and other such business places, as a 
convenience to their customers and an added source of revenue for 
themselves--and even, as another example, from the. back of a station 
wagon at a construction site. In recent months, however, the Ctate 
has discovered ~hat these untaxed cigarettes are being increasingly 
sold in legitimate retail outlets. In other words, more and more 
business men and women, who are law-abiding in other respects, have 
become law-violators by evading the cigarette tax. Moreover, they 
are assisting in robbing the State of much needed revenue at the same 
time that they are becoming accomplices of big-time racketeers and 
small-time hoodlums. Perhaps most tragic the legitimate retailers 
who have become tax-evaders by selling contraband are subjecting 
themselves to arrest and criminal prosecution with resultant disgrace 
to their families as well as themselves. 

• Governor Carey and commissioner Tully are well aware of cigarette 
.. bootlegging and cigarette tax evasion as the serious problems which 

Bl 



I 

I 

they are. The creation of this Task Force is evidence of their concern 
with these problems and evidence that they want all the action we can 
generate, all the clout we can bring to bear against the organized 
criminals and any of their retailer-accomplices. 

The Governor and the Commissioner have made the point that the 
cigarette tax is an important part of the revenue that helps finance 
our schools, our health programs and other vital public services. 
Every dollar stolen from the cigarette tax revenue is a dollar that 
must come from some other tax source so that, in the long run, the 
real loser is John Q. Public. The New Yorker who buys untaxed 
cigarettes does not get a bargain--he simply helps increase the taxes 
he must pay in other ways. The only winners are the cigarette boot
legger and his accomplices. 

Moreover, cigarette bootlegging is a national problem. Many 
other states, in addition to our own, are faced with the same situation 
because Qf the wide disparity between their State and North Carolina 
in the size of their cigarette tax. We have worked with several 
neighboring States to try to exert .united action against the boot
leggers, with limited s·uccess. But we intend to keep trying. And, 
in connection with the national scope of this problem, I should mention 
that this Task Force intends to examine what role Federal legislation 
may have in helping solve some of these problems. 

We also face a certain amount of public indifference in this 
fight--I'll call it indifference, but it's really a moral breakdown, 
as a matter of fact. The man or woman who conducts an ostensibly honest 
business except when it comes to selling untaxed cigarettes has shown 
a shameful willingness to compromise with the very basics of right 
and wrong. And, of course, the same goes for the customer who knowingly 
buys untaxed cigarettes. 

The creation of this Task Force also evidences the concern of 
this Administration with the broader economic problems created by 
cigarette bootlegging--the problems of the closing of to~acco businesses 
in this State because of the unfair competition of purveyors of untaxed 
cigarettes--and the problem of the resultant loss of jobs. And we intend 
to help stem that loss of business and that loss of jobs. 

At our hearing today, which is the first of several we plan to 
hold throughout the state in the next several months--our next is 
scheduled April 12 in Syracuse--we will hear the testimony of a 
variety of witnesses. We intend, as a Task Force, to sift through 
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this testimony so as to sort out the solid evidence from which we may 
provide recommendations to Commissioner Tully, including legislative 
proposals which will have real meaning and real prospects of being 
implemented. 

Before I call the first witness, I would like to introduce the 
members of this panel: 

On my immediate right, John J. Garry, the Administrative Director 
of the Department of Taxation and Finance and next to him the Depart
.ment's Metropolitan Deputy Tax Commissioner, Louis M.,, Jacobson. Next 
to Mr. Jacobson is Richard Brevoort, former New York City Deputy Finance 
Administrator, and seated after Mr. Brevoort is Principal Excise Tax 
Examiner Joseph H. Reohr, Jr. 

On my immediate left is the Department's Director of the Miscellan
eous Tax Bureau, Frederick G. Hicks, and seated next to him is State 
Police Lieutenant Gerald E. Looney. Next to Lieutenant Looney is the 
Department's Deputy counsel, Arthur R. Rosen. 

And seated here behind me is our consultant, the well known 
expert in the fight against the illegal cigarette traffic, Morris 
Weintraub, of the council Against Cigarette Bootlegging. 

'I'he '1.'ask Force now calls its first witness, Mr. Albert Sohn. 
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NEW YORK STATE SPECIAL TASK FORCE ON CIGARETTE BOOTLEGGING 
AND THE CIGARETTE TAX 

10 A.M.: 

SCHEDULE OF WITNESSES AT 3/29 HEARING 

OPENING STATEMENT BY CHAIRMAN ALFRED DONATI, JR. 

TIME 
10:05 

10:35 

10:50 

11:05 - 11:15 

11:15 

11:45 

12:05 

2:00 

2:15 

2:40 

3:05 - 3:15 

3:15 

3:40 

MINUTES 
30 

15 

15 

30 

20 

15 

15 

25 

25 

25 

25 

WITNESS 
Albert Sohn, Chief Accountant, State 

Investigation commission 

Daniel McGowan, Deputy Inspector, New York 
Police Department 

John Kase, Chief, Organized crime Bureau, 
District Attorney's Office, Nassau County 

(RECESS) 

Bootlegger 

Patrick Vecchio, Assistant Director, Special 
Investigations Bureau, Department of 
Taxation & Finance 

Beverly "L·.1rry" Starkey, New York City 
Cigarette Tax Investigations Unit 

LUNCH RECESS 

Page Sutherland, Executive Vice President, 
Tobacco Tax council 

Wholesalers: Milton Bloomrosen, Al Fisher, 
Harold Levine, Ronnie Rosenberg, Lenny 
Schwartz 

Employees: Murray Baratz, Secretary-Treasurer, 
Local 805, International Brotherhood of 
Teamsters; Edward Herman (truck driver who 
was shot); Carlos Vargas (truck driver who 
was hijacked); Richard Zimmerman (salesman 
who was held up) 

(RECESS) 

Vending Operators: Fred Yolan (went out of 
business, New York city); Stanley Goldsand 
(went out of business, Nassau and Suffolk 
counties); Myron Bruck; Abe Simon 

Retailers: Edward H. Snyder; Bernard H. Green; 
Joseph Sarensky 
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NEW YORK STATE SPECIAL TASK FORCE ON CIGARETTE BOOTLEGGING 
AND THE CIGARETTE TAX 

SCHEDULE OF WITNESSES AT 4/12 HEARING 

A .M. SESSION 
Opening Statement by Chairman Alfred Donati, Jr. 

WITNESSES 
Jane Kirsch - New York State Department of Taxation & Finance, 

Albany 

Richard Jones - Pitney Bowes corporation 

Robert Harding - American Decal corporation 

Statement of Thomas Sardino, Chief of Police, Syracuse 

Eugene Pike, John Zadzilka, Arthur Maloney - New York State 
Department of Taxation & Finance, Buffalo District Office 

Patrick Vecchio, Assistant Director, Special Investigations 
Bureau, New York State Department of Taxation & Finance 

J,UNCHE0N Rf:CESS UN·rrL 2: 00 .p .M. 

P.M. SESSION 
William Tendy, Deputy Attorney General in Charge of the State-wide 

Organized crime Task Force 

Cigarette Wholesalers: Arnold Gordon (Jack Gordon Tobacco co.), 
Syracuse, New York, and President of the Upstate Cigarette 
Wholesalers Association; Perry Tzetzo (Tzetzo Bros.), Buffalo, 
New York 

Retail Ciyarette Dealers: Daniel J. Mathias (Wm. E~ Mathias, Inc.,), 
Buffalo, New York; Robert w. Butler (W. J. Coulson Co., Inc.), 
Albany, New York 

Vending Machine Dealers: William Wood (Rowe International), 
Syracuse, New York 
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APPENDIX E 

The Task Force has received statistical data from 
many sources concerning the effect of the cigarette 
tax bootlegging on the revenues of the City and State. 
Analysis of this data revealed that because of different 
bases there are slight differences in amounts; however, 
all statistics lead to the same conclusions. It is the 
finding of the Task Force that the revenues depicted in 
the attached graph and charts are an accurate represen
tation of revenue losses; however,. data was introduce( 
to indicate that incorrect population statistics were 
used in compiling 1975 statistics and, for that reason, 
revenue losses for that year are understated. 
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