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July 12, 2006

The Honorable Robert Bunda, President
and Members of the Senate

Twenty-Third State Legislature

State Capitol, Room 003

Honolulu, Hawaii 96813

DPrear Mr. President and Members of the Senate:
Re: Senate Bill No. 2961 SD1 HD1I CD1

On July 11, 20006, Senate Bill No. 2961, entitled “A Bill for an Act Relating to Health”
became law without my signature, pursuant to Section 16 of Article HI of the Constitution of the
State of Hawail.

This bill raises the tax on cigarettes and uses the monies derived from the tax increase to
fund programs that promote health. This measure creates the Hawaii Cancer Research Special
Fund and the Community Health Center Special Fund and exempts these funds, as well as the
Emergency Medical Services Special Fund, from transfers for central service and administrative
expenses.

This bill reflects an effort to deter smoking by incrementally increasing the Hawaii
cigarette tax from the current rate of $1.40 per pack to $2.60 per pack over a period of five years.
Unfortunately, Senate Bill No. 2961 contains several drafting errors.

In the sections which distribute the cigarette tax increase into the various special funds,
Senate Bill No. 2961 omits some key language. This bill only appropriates between 0.25 cents
and 2.0 cents into each of the designated special funds between September 30, 2006 and
September 30, 2011. Other sections of the measure convey the intent of the Legislature was to
deposit the amounts on a per cigarette basis but the bill was not drafted to state this clearly and
unambiguously.

Second, the bill deleted language authorizing the Director of Finance to assess and collect
central administrative fees on all special funds. According to conversations we have had with
the Legislative Reference Bureau, they recognize this flaw in the bill and will correct it in their
annual statute correction legislation next session.
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Third, the newly established special funds do not meet the requirements of Section 37-
52.3, HRS, which mandates that a special fund reflect "a clear nexus between the benefits sought
and charges made upon the users or beneficiaries of the program, as opposed to serve primarily
as a means to provide the program or users with an automatic means of support that 1s removed
from the normal budget.” There is no clear nexus between tobacco taxes and trauma care use
and, thus, this portion of the bill does not meet the requisite statutory test.

I anticipate the Legislature will return next session prepared to introduce and pass a
housekeeping measure to correct the mistakes evident in this bill.

For the foregoing reasons, 1 allowed Senate Bill No. 2961 to become law as Act 316
effective July 11, 2006 without my signature.

Sincerely,

Ze

LINDA LING
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ACT 316

THE SENATE 2961

TWENTY-THIRD LEGISLATURE, 2006 S B N O S.D. 1

STATE OF HAWAI ' * " HD.1
C.D. 1

A BILL FOR AN ACT

RELATING TO HEALTH.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

SECTION 1. The legislature finds that smoking is the
largest cause of morbidity and mortality in the nation that can
be easily prevented. Beyond harming individual health, use of
tobacce in the United States costs about $7.18 for each pack of
cigarettes sold in terms of health care expenses and decreased
worker productivity. In Hawaii, this amounts to $526,000,000 in
health care expenses and productivity losses.

Smoking is alsc associated with cancer, heart disease,
stroke, emphysema, bronchitis, low birth-weight babies, sudden
infant death syndrome, increased frequency of colds and ear
infections, and asthma. Asthma is the largest single cause of
school absenteeism in the state.

The legislature further finds that increasing the tax on
cigarettes is the most effective way to prevent young people
from becoming daily smokers. It has been estimated that a ten
per cent increase in the price of cigarettes decreases the
number of youngsters who start smoking by three to seven per

cent in the long-term. The estimated decrease for adults is
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as may be necessary for fiscal year 2006-2007 for the research
and operating expenses of the Cancer Research Center of Hawalil.
The sum appropriated shall be expended by the University of
Hawaii.

SECTION 10. Statutory material to be repealed is bracketed
and stricken. New statutory material is underscored.

SECTION 11. This Act shall take effect on July 1, 2006;
provided that if the trauma system special fund is not
established by the legislature in H.B. 3142 in the regular

session of 2006, the amounts designated to be paid into the
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trauma system special fund shall be deposited into the general

fund.
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THE SENATE OF THE STATE OF HAWAII

Date: May 2, 2006
Honolulu, Hawaii 96813

We hereby certify that the foregoing Bill this day passed Final Reading in the

Senate of the Twenty-third Legislature of the State of Hawaii, Regular Session of 2006.

C Prei:'den%

KM AN

Clerk of the Senate

THE HOUSE OF REPRESENTATIVES
OF THE STATE OF HAWAII

Date: May:4, 2006
Honolulu, Hawaii 96813

We hereby certify that the foregoing Bill this day passed Final Reading in the

House of Representatives of the Twenty-third Legislature of the State of Hawaii, Regular

(oo
Speaker, House of Represefitatives

GleOfud

Clerk, House of Representatives

Session of 2006.



