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Electronic Smoking Devices, Other Tobacco Products, and Cigarettes —
Taxation and Regulation

This bill (1) increases the tobacco tax rate from $2.00 to $4.00 per pack of cigarettes; (2)
generally increases the other tobacco products (OTP) tax rate from 30% to 86% of the
wholesale price; (3) imposes an electronic smoking device tax equal to 86% of the wholesale
price; (4) requires the Governor to include at least $21 million in annual funding for the
Tobacco Use Prevention and Cessation Program; (5) removes the prohibition from local
governments imposing a tax on OTP and cigarettes; and (6) alters the definitions of electronic
smoking devices and OTP.

Montgomery County strongly supports Senate Bill 3 because increases in tobacco taxes
decrease tobacco use: raising taxes on tobacco and thereby increasing its price is one of the
most effective ways to reduce tobacco use. Prices affect virtually all measures of cigarette
use, including per-capita consumption, smoking rate, and the number of cigarettes smoked
daily.** These effects apply across a wide range of racial and socioeconomic groups.®
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Currently in Montgomery County, retailers must pay a tax for cigars, cigarette tobacco, pipe
tobacco, snuff, or spit tobacco (i.e. any tobacco product that is not subject to the State
tobacco tax). An excise tax is imposed on distributors of electronic smoking devices in the
County at the rate of 30% of the wholesale price of the electronic smoking device. Under
current law, the County does not have authority to tax cigarettes. If Senate Bill 3 is enacted
as introduced, the County would gain the authority to tax all tobacco products, including
cigarettes.

In addition to the public health imperative to decrease tobacco and nicotine use, counties
across the state are searching for new revenue sources as they face impending funding
demands for schools, school construction, and the like. Montgomery County urges the
Committee to move the bill favorably as introduced and preserve this critical element of the
bill.



