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Fiscal Implications: The fiscal impact of an increase in excise tax on cigarettes and little cigars
in Hawaii would result in increases in state tax revenues while at the same time leading to
reductions in cigarette consumption and chronic diseases and health care spending, including

Medicaid spending in the state.

Department Position: The Department of Health (DOH) supports House Bill 1085 (H.B. 1085)
which would impose an excise tax equal to 21.00 cents for each cigarette or little cigar sold,
used, or possessed by a wholesaler or dealer on and after January 1, 2026, whether or not sold

at wholesale, or if not sold then at the same rate upon the use by the wholesaler or dealer.

Department Testimony: According to the U.S. Surgeon General, increasing the price of tobacco
products is the single most effective way to reduce consumption.: A ten percent increase in
price has been estimated to reduce overall cigarette consumption by 3-5%.: Research also
suggests that both youth and young adults are two to three times more likely to respond to

increases in price than adults.:

! HHS, Preventing Tobacco Use Among Youth and Young Adults: A Report of the Surgeon General, 2012,
http://www.surgeongeneral.gov/library/reports/preventing-youth-tobacco-use/full-report.pdf
2 HHS, Preventing Tobacco Use Among Youth and Young Adults: A Report of the Surgeon General, 2012,
http://www.surgeongeneral.gov/library/reports/preventing-youth-tobacco-use/full-report.pdf
3 HHS, Preventing Tobacco Use Among Youth and Young Adults: A Report of the Surgeon General, 2012,
http://www.surgeongeneral.gov/library/reports/preventing-youth-tobacco-use/full-report.pdf
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The burden of tobacco use is disproportionally experienced by Hawaii’'s communities
and population groups. Due to the intentional marketing practices of the tobacco industry,
Native Hawaiian (17.4%), individuals who identify as lesbian, gay, bisexual or transgender (LGBT)
(13.9%), those who are of low socioeconomic status (20.1%), and those with behavioral health
conditions (17.7%) or substance use disorders (16.8%), have higher smoking prevalence than

the state average (10.0%).¢

Cigarette smoking persists as the leading cause of preventable death nationallysand is
linked to heart disease, cancer, and stroke which were also the leading causes of death in
Hawaii in 2021.¢ Each year an estimated 1,400 Hawaii adults die from smoking.” The Centers
for Disease Control and Prevention estimates that smoking causes approximately 90% of all

lung cancer deaths and 80% of all deaths from chronic obstructive pulmonary disease (COPD).s*

Cigarette smoking also takes a financial toll on the state. The annual estimated health
care costs directly caused by smoking in Hawaii is $611 million.» Smoking-caused government
expenditures result in a tax burden of $955.00 per household and $1.1 billion in lost

productivity in Hawaii.=

The World Health Organization (WHO) recommends that tobacco taxes should be raised

significantly and at regular intervals to ensure that tobacco products do not become more

4 Hawai‘i Health Data Warehouse — BRFSS (2022)

3 U.S. Department of Health and Human Services. The Health Consequences of Smoking—350 Years of Progress: A Report of the Surgeon
General. Atlanta: U.S. Department of Health and Human Services, Centers for Disease Control and Prevention, National Center for Chronic
Disease Prevention and Health Promotion, Office on Smoking and Health, 2014 [accessed 2017 Apr 20].

© HHDW. New: Leading Causes of Death Report Series. November 1, 2023. https://hhdw.org/na-leading-causes-of-death-reports/

7 Campaign for Tobacco-Free Kids. Toll of Tobacco in Hawaii. August 16, 2024. https://www.tobaccofreekids.org/problem/toll-us/hawaii
8us. Department of Health and Human Services. The Health Consequences of Smoking—50 Years of Progress: A Report of the Surgeon
General. Atlanta: U.S. Department of Health and Human Services, Centers for Disease Control and Prevention, National Center for Chronic
Disease Prevention and Health Promotion, Office on Smoking and Health, 2014 [accessed 2017 Apr 20].

9 U.S. Department of Health and Human Services. How Tobacco Smoke Causes Disease: What It Means to You. Atlanta: U.S. Department of
Health and Human Services, Centers for Disease Control and Prevention, National Center for Chronic Disease Prevention and Health Promotion,
Office on Smoking and Health, 2010 [accessed 2017 Apr 20].

10 Campaign for Tobacco-Free Kids. The Toll of Tobacco in Hawaii. August 16, 2024. https://www.tobaccofreekids.org/problem/toll-us/hawaii

1 Campaign for Tobacco-Free Kids. The Toll of Tobacco in Hawaii. August 16, 2024. https://www.tobaccofreekids.org/problem/toll-us/hawaii



https://www.cdc.gov/tobacco/sgr/50th-anniversary/index.htm
https://www.cdc.gov/tobacco/sgr/50th-anniversary/index.htm
https://hhdw.org/na-leading-causes-of-death-reports/
https://www.tobaccofreekids.org/problem/toll-us/hawaii
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https://www.cdc.gov/tobacco/sgr/50th-anniversary/index.htm
https://www.cdc.gov/tobacco/data_statistics/sgr/2010/consumer_booklet/index.htm
https://www.tobaccofreekids.org/problem/toll-us/hawaii
https://www.tobaccofreekids.org/problem/toll-us/hawaii
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affordable.z The last cigarette tax increase in Hawaii was 14 years ago in 20113 and there was
an observed decrease in high school cigarette use from years prior which continued steadily

thereafter.»

The DOH supports H.B. 1085 to increase the excise tax on cigarettes and little cigars and

defers to the State Legislature regarding allocation of revenues.
Thank you for the opportunity to testify.

Offered Amendments: None

12 Raise taxes on tobacco. (n.d.). Retrieved January 31, 2024, from https://www.who.int/data/gho/data/themes/topics/raise-taxes-on-tobacco
13Act 59, HB1985, CD1, SLH 2010, retrieved 2/01/24 from https://www.capitol.hawaii.gov/sessions/session2010/bills/HB1985_CD1_.pdf

14 HHDW. (2005-2021). Youth Risk Behavior Survey (YRBS) Current smoking- high school.
https://hhdw.org/report/query/result/yrbs/CigsCurr/CigsCurr HS _ST.html
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TESTIMONY OF

THE DEPARTMENT OF THE ATTORNEY GENERAL
KA ‘OIHANA O KA LOIO KUHINA

THIRTY-THIRD LEGISLATURE, 2025

ON THE FOLLOWING MEASURE:
H.B. NO. 1085, RELATING TO TAXATION.

BEFORE THE:

HOUSE COMMITTEE ON HEALTH

DATE: Friday, January 31, 2025 TIME: 9:15 a.m.
LOCATION: State Capitol, Room 329

TESTIFIER(S): Anne E. Lopez, Attorney General, or
Chelsea Okamoto, Deputy Attorney General

Chair Takayama and Members of the Committee:

The Department of the Attorney General (Department) strongly supports this bill
and offers the following comments.

The purpose of this bill is to increase the tax rate on each cigarette or little cigar
sold from 16.00 cents to 21.00 cents. Additionally, the bill amends the disposition of
revenues to certain non-general funds, with the excess carrying over to the general
fund, and expands the tax disposition of revenues to those funds to include all revenue
collected under chapter 245, Hawaii Revised Statutes (HRS). This bill also repeals
obsolete historical tax rates.

Cigarette tax stamp revenues have plummeted, from over $116 million in fiscal
year 2015-2016 to just over $70 million in fiscal year 2023-2024. This decline has
affected the funding for the University of Hawaii Cancer Center, community health
centers, trauma centers, and emergency medical services.

Similarly, the Department’s Tobacco Enforcement Special Fund (Fund) has
experienced a revenue decline due to reduced cigarettes sales. The Fund receives
revenue from the cigarette tax stamp fee, which is directly tied to the cost of the
cigarette tax stamp (see section 245-26, HRS). The revenue deposited into the Fund
has dropped from $1.74 million in fiscal year 2015-2016 to $1.03 million in 2023-2024.
To ensure continued diligent enforcement of the Master Settlement Agreement (MSA),

the Department needs to recuperate funding to the Fund.
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In 1998, Hawaii and 45 other states signed the MSA with the four largest U.S.
tobacco manufacturers to settle smoking-related claims. Under the MSA, these
manufacturers provide annual payments to the signing states, including Hawaii. To
maintain these payments, states must diligently enforce the requirements of the "model
statute," which Hawaii enacted as the Tobacco Liability Act, chapter 675, HRS. The
Legislature established the Fund in 2001 for the Department to administer, monitor, and
enforce the MSA, the cigarette tax stamp program, and any other related statutes or
programs (see section 28-15(a), HRS).

If enforcement is deemed insufficient, tobacco manufacturers may challenge the
payment, potentially leading to arbitration and significant financial losses to Hawaii.
Hawaii received over $36.4 million in MSA payments for fiscal year 2023-2024. Recent
arbitration decisions found Washington, Missouri, and New Mexico non-diligent,
jeopardizing their annual MSA payments. These decisions highlight a critical need for
stable funding for the Department to maintain and further its diligent enforcement efforts
and reduce the risk of losing MSA revenue.

The Department recognizes that continued reliance on declining cigarette tax
revenue is unsustainable. This bill aims to move away from relying solely on cigarette
taxes and expand the tax revenue base to include all revenue collected under chapter
245, HRS, including the new tax revenue collected from e-cigarettes and e-liquids.’
The expanded revenue pool will be distributed monthly on a pro-rata among the
designated special funds, each subject to a prescribed monetary cap. Once a special
fund reaches its cap, any excess tobacco revenue collected will go to the general fund.

The attached chart demonstrates the flow of the cigarette and tobacco tax and
license money. For the implementation of a new tax stamp rate, the Department defers
to the Department of Taxation.

We respectfully urge the Committee to pass this bill. Thank you for this

opportunity to testify.

1 Act 62, Session Laws of Hawaii 2023, created a new tax on electronic smoking
devices (ESDs) and e-liquids. Starting January 1, 2024, ESDs and e-liquids were
subject to an excise tax of 70 percent of the wholesale price of the item. The taxes from
ESDs and e-liquids are deposited to the general fund and are not allocated to the
various special funds receiving cigarette tax revenue.



CIGARETTE AND TOBACCO TAX AND LICENSE MONEY

Denominated | Traumasystem SpecialFund | [ 54,841,298 (FY 24)
§245-15, HRS
Stamp Fee
General Fund
Remainder
Tobacco . : -
_ TP Little Cigars
Enforcement Special fij  9arette Taxstamp i el anel el $0.16/little cigar
Fund (ATG) Administrative other tobacco products s
Special Fund (DOTAX) 70% of wholesale $84,913 (FY24)
§245-3, HRS
$1,032,810 (FY24) $137,708 (FY 24) $12,083,794 (FY24) $250.00/license fee
*Tax on ESDs & e-liquids began on 1/1/24 §245-2, HRS
$48,280 (FY24)
Large Cigars
iggg_ Total Cigarette 50% of wholesale $50.00/retail permit
) _ Revenue: §245_3, HRS §245-25, HRS
~$3.25 price per stamp $70,092,426 (FY24) $2,106,800 (FY24) $60,590 (FY24)




CIGARETTE AND TOBACCO TAX AND LICENSE MONEY (HB1085/SB1404)
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Cigarette Tax

Denominated

Value of Stamp:

ESDs, e-liquids, and
all other tobacco products

70% of wholesale
§245-3, HRS

\/

Large Cigars

50% of wholesale
§245-3, HRS

Tobacco license fee

$250 per license
§245-3, HRS

Retail Permit

$50 per location
§245-3, HRS
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HB 1085 - RELATING TO CIGARETTE TAXES
Chair Takayama, Vice Chair Keohokapu-Lee Loy, and Members of the Committee:

Thank you for the opportunity to present our testimony today. The UH Cancer Center is in
strong support of HB 1085, which would increase the cigarette tax to its benefit. Funding from
the cigarette tax has been instrumental since its inception in 2006, enabling the construction of
the UH Cancer Center building and the launching of strategic initiatives to combat cancer.
However, due to the success of smoking cessation efforts, this revenue has declined, indicating
both progress in public health and a concerning decrease in resources for the initiatives that
have fueled this advancement. Now providing less than half the funding compared with that of
2009, this source of revenue is no longer able to support its original intent to provide a top-notch
facility, and to invest in the most promising cancer research, clinical care and community
outreach.

An increase would bring profound benefits for the people of our community. Restoring
cigarette-tax funding would empower the UH Cancer Center to attract and retain more top-
tier scientists and clinicians, thus expanding our capacity to conduct groundbreaking
research and deliver cutting-edge patient care and saving more lives across Hawaii and
the Pacific.

Returns on this investment will be multifold:

Investment in Tobacco Research is an Investment in the Health and Well-being of
Our Community

More than 70,000 people in this state are living with cancer and praying for a cure,
and each year 2,300 Hawai'‘i residents die of this terrible disease. The UH Cancer
Center is a leader of the Hawai'i Cancer Consortium, a collaborative network of
major healthcare and community partners working to improve cancer outcomes for
residents of Hawai'‘i as well as those in the broader Pacific Rim region: The Queen’s
Health Systems, Hawai‘i Pacific Health, Adventist Health Castle, Kuakini Medical
Center, Hilo Benioff Medical Center, Hawai'i Medical Service Association (HMSA),
and UH Manoa's John A. Burns School of Medicine. Cigarette tax funding has
supported and provided the infrastructure for developing evidence-based programs



to understand the health behaviors underlying tobacco use, including:

e Developing and testing culturally tailored interventions to promote smoking
cessation among Native Hawaiians, Pacific Islanders, Asian Americans, and
low-income populations;

e Conducting longitudinal studies on the patterns, predictors, and
consequences of e-cigarette use among adolescents and young adults in
Hawai'i;

e Evaluating the impact of tobacco control policies, such as smoke-free laws,
tobacco taxes, and minimum legal age of sale, on tobacco use behaviors and
health outcomes;

e Providing evidence-based knowledge to inform public health officials and
regulatory authorities on how to regulate tobacco products effectively and in a way
that best serves individuals and public health;

e Conducting tobacco-related research to advance health equity and prevent the
initiation of tobacco use among youth and young adults.

Investment in the UH Cancer Center is an Investment in Economic Growth

The UH Cancer Center attracts federal grants and collaboration that contribute to our
local economy. As one of only 72 National Cancer Institute-designated cancer centers, it
is in the top 4% of cancer centers across the nation, and was scored as an “outstanding”
cancer center in its most recent full five-year renewal. The UH Cancer Center positions
Hawai‘i as a leader in cutting-edge cancer research and clinical care that serves our
community, and generates revenues from patients seeking treatment and care
customized to the needs of our diverse Pacific Asian populations.

Funding the UH Cancer Center enables it to provide for:

e Attracting committed and world-class researchers and clinical investigators with
start-up packages; such new faculty recruits will increase federal grants and
groundbreaking discoveries in cancer prevention, treatment, and care;

e Addressing the shortage of specialized oncology practitioners in Hawai'i;

e Attracting pharmaceutical companies that will partner with the UH Cancer Center
and hospitals to fund clinical trials for patients in Hawaii, Asia, and the Pacific
regions.

Investment in the UH Cancer Center Paves A New Way Forward in Research and
Cancer Care

Now is the time to prioritize cancer research, and demonstrate our commitment to
improving the health and well-being of our communities and providing the best treatment
for our patients. By 2050, cancer cases worldwide are expected to increase by 77%, to
over 35 million, and cancer deaths are projected to nearly double, to 18.5 million,
according to the World Health Organization. Residents of Hawai‘i and the Pacific will not
be immune from this grim trend. Investing in cancer research impacts the community by
providing better quality cancer treatment and prevention. It enables recruitment of
disease-expert cancer doctors rather than general oncologists. By directing additional
funds towards cancer research and clinical trials, we can harness the full potential of the
UH Cancer Center and foster an environment where innovative cancer treatments and



prevention are developed, benefiting cancer patients across Hawaii and the Pacific, and
beyond.

Based on the above, we believe that an increased allocation would be a wise investment
to keep Hawai'i at the forefront of cancer research, and ensure that our communities
receive the care and resources they need and deserve. Prioritizing the UH Cancer Center
through this tax change is not merely a fiscal decision, but a statement of our collective
commitment to the health and prosperity of Hawai'i's people. The benefits of this
investment will resonate far beyond the immediate fiscal year, strengthening a steadfast
path toward a future where cancer can be effectively combatted.

Thank you for this opportunity to testify.
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TESTIMONY OF
GARY S. SUGANUMA, DIRECTOR OF TAXATION

TESTIMONY ON THE FOLLOWING MEASURE:
H.B. No. 1085, Relating to Taxation.

BEFORE THE:
House Committee on Health

DATE: Friday, January 31, 2025
TIME: 9:15 a.m.
LOCATION: State Capitol, Room 329

Chair Takayama, Vice-Chair Keohokapu-Lee Loy, and Members of the Committee:

The Department of Taxation (DOTAX) offers the following comments regarding
H.B. 1085 for your consideration.

Section 1 of H.B. 1085 increases the cigarette tax under section 245-3, Hawaii
Revised Statutes (HRS) to 21 cents for each cigarette or little cigar sold beginning on
January 1, 2026. The current rate is 16 cents per cigarette or little cigar sold.

Section 2 of the measure amends the disposition of revenues under section 245-
15, HRS, starting July 1, 2025, as follows:

1. The lesser of $14,080,000 or 25% of all revenues collected under chapter 245,
HRS, is to be deposited to the Hawaii Cancer Research Special fund;

2. Thelesser of $7,400,000 or 25% of all revenues collected under chapter 245, HRS,
is to be deposited to the Trauma System Special Fund,;

3. The lesser of $8,800,000 or 25% of all revenues collected under chapter 245, HRS,
is to be deposited to the Community Health Centers Special Fund; and
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4. The lesser of $8,800,000 or 25% of all revenues collected under chapter 245, HRS,
is to be deposited to the Emergency Medical Services Special Fund.

This measure has an effective date of July 1, 2025, with the proposed tax increases
becoming effective on January 1, 2026. DOTAX can administer the measure as written.

Thank you for the opportunity to provide comments on this measure.
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HB1085 Cigarette Tax
COMMITTEE ON HEALTH
Rep. Gregg Takayama, Chair
Rep. Sue L. Keohokapu-Lee Loy, Vice Chair
Fri day, Jan 31, 2025: 9:15: Room 329 Videoconference

Hawaii Substance Abuse Coalition Supports HB1085:

ALOHA CHAIR, VICE CHAIR, AND DISTINGUISHED COMMITTEE MEMBERS. My
name is Alan Johnson. I am the current chair of the Hawaii Substance Abuse Coalition
(HSAC), a statewide organization for substance use disorder and co-occurring mental
health disorder treatment and prevention agencies and recovery-oriented services.

HSAC supports the increase in cigarette taxes to 21 cents that is customary to happen
every few years.

The increase provides revenue to the state and helps to discourage youth use.

HSAC supports the changes in allocations that some of the amount of tax increase go
to the Hawaii Cancer research special fund, the trauma system special fund, the
Community Health Centers, and the emergency medical services special fund as well
as overflow to the general fund.

All these fund allocations help to supportthes t a tbmidget.

We appreciate the opportunity to provide testimony and are available for questions.


http://www.capitol.hawaii.gov/committeepage.aspx?comm=HLT&year=2025

HB-1085

Submitted on: 1/29/2025 4:00:40 PM
Testimony for HLT on 1/31/2025 9:15:00 AM

Submitted By Organization Testifier Position Testify
. Keiki Injury Prevention Written Testimony
Lisa Dau Coalition Support Only
Comments:

Keiki Injury Prevention Coalition supports HB1085
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HB1085 Cigarette Taxes
COMMITTEE ON HEALTH
Rep. Gregg Takayama, Chair
Rep. Sue L. Keohokapu-Lee Loy, Vice Chair
Wednesday, Jan31, 2025: 09:15: Room 329 Videoconference

Hina Mauka Supports HB1085:

ALOHA CHAIR, VICE CHAIR, AND DISTINGUISHED COMMITTEE MEMBERS.
My name is Brian Baker. I am the Chief Operating Officer for Hina Mauka, a
mental health and substance use disorder treatment and prevention agency for
thousands of adults and adolescents on Oahu and Kauati, including recovery-
oriented services and housing transitional living programs.

Hina Mauka provides this testimony as a member of the Hawaii Substance Abuse
Coalition (HSAC) and also as a member of the Tobacco Coalition.

We support the Tobacco Coalition's position on HB1085.

We appreciate the opportunity to provide testimony and are available for questions.


http://www.capitol.hawaii.gov/committeepage.aspx?comm=HLT&year=2025

LEGISLATIVE TAX BILL SERVICE

TAX FOUNDATION OF HAWAII

735 Bishop Street, Suite 417 Honolulu, Hawaii 96813 Tel. 536-4587

SUBJECT: TOBACCO, Tax Hike, Earmarks
BILL NUMBER: HB 1085, SB 1404

INTRODUCED BY: HB by NAKAMURA by request, SBKOUCHIby r equest ( Gover
Package)

EXECUTIVE SUMMARY: Increases the tax rates for cigarettes and little cigars beginning
1/1/2026, amends the disposition of tax revenues to certain non-general funds starting from fiscal
year 2026-2027, with the excess carrying over to the general fund, and expands the tax
disposition of tax revenues to the funds to include all tobacco product taxes. Repeals obsolete
historical tax rates.

SYNOPSIS: Amends section 245-3, HRS, to increase the per-cigarette tax from 16 cents to 21
cents on January 1, 2026.

Amends section 245-15, HRS, to provide different earmarks going to the following special
funds:

Hawaii Cancer Research 2 cents per cigarette 25% or $14,080,000,
Special Fund whichever is less
Trauma System Special 1.125 cents per cigarette, up ~ 25% or $7,400,000,
Fund to $7,400,000 in a fiscal year ~ whichever is less
Community Health Centers 1.25 cents per cigarette, upto  25% or $8,800,000,
Special Fund $8,800,000 in a fiscal year whichever is less
Emergency Medical 1.25 cents per cigarette, upto  25% or $8,800,000,
Services Special Fund $8,800,000 in a fiscal year whichever is less

EFFECTIVE DATE: July 1, 2025.

STAFF COMMENTS: This is an Administration bill sponsored by the Office of the Governor
and designated GOV-12 (25).

The question that should be asked is what is the purpose of the tobacco tax. If the goal is to make

people stop smoking by makingitcost-pr ohi bi ti ve to smoke, then (a)
cigarette tax have begun to exert downward pressure on collections not only locally but also
nationall vy, but (b) it shouldn’t be expected

stop the behavior, why are we not banning it?

As the Foundation’s previous President, Lowel
Hawaii’' s weekly commentary on October 28, 201
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Lawmakers seem to have a simplistic reaction to solving problems the solution to which
plagues their constituents — tax it.

Probably the best example is what people like to call sin taxes, those excise taxes that are
levied on tobacco and alcohol products. After all, smoking causes cancer and alcohol
causes all sorts of problems including driving under the influence. Lawmakers and
community advocates shake their heads and push for higher tax rates, arguing that
making these products more expensive will deter folks from using these products.

The problem is that lawmakers also like the revenues that are generated from the sales of
these products, and, in some cases, they have tried to link the use and sale of these
products with noble causes such as the funding of the Cancer Research Center that is
currently being built. Again, the argument is that smokers should pay for programs and
projects which seek to cure the related ill which in this case is cancer caused by smoking.

The irony is that arguments to increase the tax on tobacco and, more specifically,
cigarettes, is a goal of getting smokers to quit while depending on the revenues from
tobacco and cigarette taxes to fund an ongoing program, in this case the Cancer Research
Center. So, which is it folks, stop
be any revenues to fund the Cancer Research Center?

The fact of the matter is that it appears that both locally and nationally, higher taxes on
cigarettes are influencing smokers as tax collections on the sale of cigarettes have fallen.
Certainly some of the decline is due to smokers actually quitting, but to some degree one
has to suspect that some purchases were made via mail order from exempt Indian
reservation outlets while others may be what is called gray market purchases, that is from
sources outside the country.

What should come as a surprise is that most of the folks who have quit are of some means
as they are more likely to recognize the health hazard caused by use of this product. That
means most of those who are still smoking are among the lower-income members of our
community. Thus, the tax is regressive, generating less and less collections from middle
and higher-income individuals.

apa, “Finding the Btbs@we.tffavair.orgWbrdoress/-A i |

blog/2012/10/finding-the-blame-for-what-ails-you/ (Oct, 28, 2012).

As predicted, programs that have been fed by earmarks from the tobacco tax, like the Cancer
Research Center, have become a victim of the success of tobacco cessation programs and
publicity. Revenues produced by the tobacco tax have been in steady decline over the past few
years despite tax rate increases, and hoisting the smoking age to 21 in the 2015 session certainly
didn’'t reverse the trend.

S

s mok e

You,


https://www.tfhawaii.org/wordpress/blog/2012/10/finding-the-blame-for-what-ails-you/
https://www.tfhawaii.org/wordpress/blog/2012/10/finding-the-blame-for-what-ails-you/

Fiscal Years 2015- 2024

Chart 1.11 - Cigarette and Tobacco Tax and License
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Fiscal reliance on funds from a sin tax is inadvisable, perhaps outright dangerous. If the goal is

to affect social behavior, use of the tax law is not the most effective way to do so.

Source: Department of Taxation Annual Report (2023-2024), page 24.

Digested: 1/29/2025
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Submitted on: 1/29/2025 4:40:26 PM
Testimony for HLT on 1/31/2025 9:15:00 AM

Submitted By Organization Testifier Position Testify
William L. Goo Cigar Association of Oppose Written Testimony
America Only
Comments:

Oppose.
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Friday, January 31, 2025 at 9:15 AM
Via Video Conference; Conference Room 329

House Committee on Health

To: Representative Gregg Takayama, Chair
Representative Sue Keohokapu-Lee Loy, Vice Chair

From: Michael Robinson
Vice President, Government Relations & Community Affairs

Re: Testimony in Support of HB 1085
Relating to Taxation

My name is Michael Robinson, and | am the Vice President of Government Relations &

Community Affairs a t Hawai ‘i Padiafvwiac ' He latt h f-fororofiHie al t h
health care system comprised of its four medical centers—-Kapi * ol ani , Pal i Mo
and Wilcox and over 70 locations statewidewi t h a mi ssi on of <creating

HPH writes in SUPPORT of HB 1085 which increases the tax rates for cigarettes and little
cigars beginning on 1/1/2026 and amends the disposition of the tax revenues to certain
non-general funds starting from fiscal year 2026-2027. The excess funds will carry over
to the general fund, and the disposition tax revenues to the fund will be expanded to
include all tobacco product taxes.

The revenue generated by the cigarette tax has supported various health care services,
such as the Hawali'i Cancer Research Center, the State Trauma System, community
health centers and emergency medical services. With the decline cigarette tax over the
years, there has been a decrease by over 50% in revenues to the Hawai'i Cancer
Research Special Fund, Community Health Centers Special Fund and Emergency
Medical Services Special Fund. This decline jeopardizes the availability of resources for
vital health care services. For the Hawai'i Cancer Research Center, the decline in
revenue had led to a shortfall in the debt service for the revenue bonds that were sold to
construct the cancer center.

The increase in the cigarette tax will create a sustained stream of revenue which will
continue to support many health care services in Hawai'i that are critical to the health and
wellbeing of the people and communities of the state.

Thank you for the opportunity to testify.
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Hawaii COPD Coalition
P O Box 240053
Honolulu, HI 96824
hicopd@gmail.com
(808)699-9839

January 29, 2025

Honorable Chair Representative Gregg Takayama
Honorable Vice-Chair Representative Sue L Keohokapu-Lee Loy
Members of the House Committee on Health

RE: Strong Support for HB1085, Relating to Taxation

Dear Chair Takamoto, Vice Chair Keohokaup-Lee Loy, and members of the House Committee on
Health,

This measure is extremely critical to the health of the children of our state and our entire state
as well. Please pass HB1085, which would raise the cigarette tax. This will help discourage
youth use and will use the money collected from the increase for the Cancer Research Fund. In
particular, | would urge this legislature to raise the tax at least $1/pack, as this will show a
much stronger deterrent effect and cause a greater number of people to either never start
smoking or quit if they have started.

| am Executive Director of the Hawaii COPD Coalition and serve over 45,000 Hawaii adults
diagnosed with COPD in Hawaii (with an estimated equal number still undiagnosed). Chronic
Obstructive Pulmonary Disease or COPD is an umbrella of diseases which include emphysema,
chronic bronchitis and chronic asthma. Since 2007, | have worked in Hawaii, nationally and
internationally with countless people who have had their lungs and lives horribly affected by
tobacco and nicotine. Many of these people have become disabled and unable to perform jobs
and hobbies they enjoyed, spending a lot more time and resources with healthcare providers
and requiring support from society than they or any of us would like.

Research shows conclusively that significant price increases reduce tobacco use among youth.
Please help protect the lungs and lives of our children from cigarettes. We urge you to please
vote in favor of HB1085 and be sure that the tax increase is at least $1/pack, pass it out of
committee so our keiki and community will be protected via higher tobacco taxes. The
Hawaii COPD Coalition thanks you very much for your careful consideration of this most
important and timely bill.

Very truly yours,

Valerie Chang

Valerie Chang
Executive Director
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