
19.0671.01000 FISCAL NOTE
Requested by Legislative Council

01/14/2019

Bill/Resolution No.: HB 1450

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipated under current law.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues $29,200,000

Expenditures

Appropriations

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political  
subdivision.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

Counties

Cities

School Districts

Townships

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters).

HB 1450 increases the cigarette tax rate by $.40 per package.

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal  
impact. Include any assumptions and comments relevant to the analysis.

Section 1 of HB 1450 increases the cigarette tax from the current rate of $.44 to $.84 per package of twenty 
cigarettes.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund 
affected and any amounts included in the executive budget.

If enacted, HB 1450 is expected to increase state general fund revenue by an estimated $29.2 million in the 2019-21 
biennium.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and 
fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.



Name: Kathryn Strombeck

Agency: Office of Tax Commissioner

Telephone: 701.328.3402

Date Prepared: 01/21/2019
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Committee Clerk:  Mary Brucker 

 

Explanation or reason for introduction of bill/resolution: 

 
A bill relating to an increase in the tobacco products tax rate for cigarettes; and to provide an 
effective date.   
 

Minutes:                                                 Attachment 1-4 

 
Chairman Headland:  Opened hearing on HB 1450. 
 
Representative Anderson:  Introduced bill.  Distributed written testimony, see attachments 
1 and 2.  Ended testimony at 3:55. 
 
Chairman Headland:  You’ve heard the general reason we have tax on tobacco is because 
of the problems associated with smoking.  If you want to raise revenue, why not bring a sales 
tax increase or an income tax increase?  Why put it on the back of the smoker? 
 
Representative Anderson:  I think the backs of the smoker at two cents a cigarette.  I think 
sales tax is the most regressive tax we have.  I don’t think we should raise that.  I wouldn’t 
mind increasing income tax because that’s graduated at who can pay.  This is kind of a use 
tax.  It doesn’t affect anybody other than those that smoke.   
 
Chairman Headland:  They are North Dakotans and I think they would probably have 
something to say to that.   
 
Representative B. Koppelman:  Why go after a small group of people rather than a broad 
group if increased taxes are desired?  Can the poor afford to pay more for their cigarettes 
being that they disproportionately smoke? 
 
Representative Anderson:  I’m not sure I would agree that there are more poor people who 
smoke as I know plenty of rich people who smoke too.  Look at the healthcare costs and lost 
productivity from smoking.  I’m looking at what the other states are doing near us and say 
this is an easy way to raise revenue.   
 
Chairman Headland:  Further support of HB 1450? 
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Heather Austin, Executive Director for Tobacco Free North Dakota:  Distributed written 
testimony, see attachment #3.  Ended testimony at 9:08. 
 
Chairman Headland:  Is Tobacco Free North Dakota part of the initiated measure? 
 
Heather Austin:  We were supportive at that time.   
 
Chairman Headland:  Was that two or four years ago? 
 
Heather Austin:  It would have been a little over two years ago.   
 
Chairman Headland:  I understand you want less people smoking.  If we really cared, then 
why doesn’t Tobacco Free North Dakota come with some type of legislation that would make 
tobacco products illegal in North Dakota because then you would really have an impact?  All 
we seem to get is to punish the people that are doing it with higher taxes and maybe that 
would change their behavior.  Give me some response.   
 
Heather Austin:  If I truly believe we could ban tobacco in the state I would personally go all 
in on that.  I don’t think this would go through our state’s legislature. 
 
Chairman Headland:  A tobacco increase was voted down by the people and we still have 
to face these bills.   
 
Heather Austin:  The tobacco increase that was voted down by the people, there was a lot 
of misinformation brought forward by the tobacco industry.  They spent nearly $4 million in 
our state advertising against a 400% tax increase but never once mentioned the word 
tobacco.  People just didn’t understand it was a tobacco tax.  Once they understood what it 
was the people I spoke with said they would have voted for that.  I can attempt to get some 
of that data for you. 
 
Chairman Headland:  The committee is concerned about what the voters support.   
 
Heather Austin:  We have data showing polling ahead of that measure brought forth that 
showed public support over 50% for increasing the price of tobacco products.   
 
Chairman Headland:  Can we expect another initiated measure then if we are not willing as 
a legislature to increase taxes? 
 
Heather Austin:  I cannot speak for other groups I can only speak for Tobacco Free North 
Dakota and at this point we have not planned for nor started the process of an initiated 
measure for that purpose.  
 
Chairman Headland:  Who funds Tobacco Free North Dakota? 
 
Heather Austin:  We have a variety of sources; private donations from memberships, 
corporate sponsorships and partners that contribute annually, and then we also apply for 
grants at the state and federal levels.  Currently, we administer a grant on behalf of the State 
Tobacco Prevention and Control Plan through the Health Department.   
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Representative B. Koppelman:  Fortunately, the majority of people in North Dakota don’t 
smoke.  You’re saying a majority of those people would’ve issued their will against somebody 
who does smoke by charging them a 400% tax increase.  If they were properly informed they 
would have voted yes? 
 
Heather Austin:  The polling we did ahead of that measure showed both smokers and 
nonsmokers were in the majority of favoring that tax increase.   
 
Chairman Headland:  Further support?  Is there opposition? 
 
Mike Rud, President of the North Dakota Petroleum Marketers Association:  Distributed 
written testimony, see attachment #4.  Ended testimony at 16:35. 
 
Representative Mitskog:  With the proposed increase we would still be below our 
neighboring states.  Do you still think we would see contraband? 
 
Mike Rud:  Not only contraband but we’re also concerned with what could happen on the 
Native American reservations.  We only have one tobacco compact at this point within the 
state of North Dakota with the tribes and that is Standing Rock.  That opens the door to 
people going to the reservation and buying cartons of cigarettes and taking them back to 
their city and selling them to their friends.  Any type of increase is going to continue to put 
extra burden on law enforcement to try and curb that from happening.   
 
Representative Mitskog:  I live on the border and a lot of people come in from the cities to 
buy cigarettes in North Dakota.  Can they legally do this?  
 
Mike Rud:  They can do it but it’s not legal.  It’s really hard to track that.   
 
Chairman Headland:  If they are buying product for themselves there is certainly nothing 
illegal about purchasing a legal product in another state and taking it home.  If they are buying 
to resell then you run into legal issues. 
 
Mike Rud:  Correct.  We know that $.40 is opening the door; we know there will be more 
initiated measures to try and change the law.   
 
Chairman Headland:  Is there further opposition?  Seeing none we will close the hearing.   
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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to an increase in the tobacco products tax rate for cigarettes.   
 

Minutes:                                                 No attachments 

 
Chairman Headland:  We’re open for discussion. 
 
Representative Blum:  Upon doing research on this bill I pulled up the Truth initiative which 
is an anti-tobacco advocacy group and even their determination indicates that 72% of 
smokers are low income individuals.  I have concerns that this is a very regressive tax 
regimen.   
 
Chairman Headland:  It was an interesting presentation by the bill sponsor stating she didn’t 
care about that but she was just looking at it purely as a revenue standpoint.  She suggested 
that sin taxes are not the best way to have revenue coming into your state because it is not 
as reliant as income taxes or something along those lines. Maybe she should have 
considered something different if she’s just trying to generate revenue.   
 
Representative B. Koppelman:  When we heard from Tobacco Free of North Dakota she 
wanted to come up with an amendment to double or triple the tax increase.  She indicated it 
would take something severe to use it as something to discourage tobacco use.  She didn’t 
feel this was enough.  I don’t know that as a deterrent method if this is even effective in its 
current form from what she was saying.  Now it’s a question of if everyone wants to raise 
taxes.  I sure don’t.   
 
Representative Ertelt:  There was a bit of disingenuous between the sponsor and Tobacco 
Free because we heard initially that this was not trying to get people to stop smoking then 
Tobacco Free states the exact opposite.  In the data they provided there appears to be no 
correlation between the amount of tax on a pack of cigarettes and the adult smoking rate 
listed on there.  On the second page the top and bottom percentage of adult smoking rates 
shows Utah at just under 9%, West Virginia at 26%, and the tax in each state is $1.70 in Utah 
and $1.20 in West Virginia with a $.20 difference.  There’s a huge difference in the amount 
of people smoking and it’s not a substantial difference in the amount of tax.  There doesn’t 
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seem to be any correlation there.  This doesn’t seem to be doing what they want it to be 
doing anyhow other than raise taxes.   
 
Chairman Headland:  In my first session we had a bill to ban the sales of tobacco in North 
Dakota.  The genius behind the bill was to point out the hypocrisy from group after group that 
testified saying why we can’t do that.  We found out it was all about money and those funding 
their organizations.  I asked who was funding her and I don’t know if she’s getting any tobacco 
settlement dollars or anything like that but probably not anymore.  There was a time we were 
funding those organizations.  When you dig into this kind of stuff it becomes more about 
money than actually trying to help people.   
 
Representative B. Koppelman:  I was here for that hearing before I was a legislator.  The 
American Heart Association, the American Cancer Society, and all the other groups about 
health living were there.  They eluded that if we got rid of that they would lose their funding 
source which is funded by the tobacco tax that essentially funds their efforts to get people to 
stop smoking.   
 
Chairman Headland:  That’s exactly right.   
 
Representative Dockter:  They made reference to the polling they had but to me the final 
poll was the voters and the voters rejected raising it.  Now we, as a legislature, are supposed 
to overturn what the people voted on?  I don’t support this bill.   
 
Representative Ertelt:  MADE A MOTION FOR A DO NOT PASS 
 
Representative Fisher:  SECONDED 
 
Chairman Headland:  Is there further discussion? 
 
ROLL CALL VOTE:  11 YES     2 NO     1 ABSENT 
MOTION CARRIED 
 
Representative Kading will carry this bill.   
 
 
 







2019 TESTIMONY 

HB 1450 






























	House Finance and Taxation
	Testimony

