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Current law taxes cigars at 8% for those invoiced up to $120 per thousand by the manufacturer and taxes at 20% for those
invoiced at more than $120 per thousand by the manufacturer.

Proposed law lowers the cigar tax from 20% to 8% for those cigars invoiced at more than $120 per thousand by the
manufacturer .

Effective August 1, 2023.

There is no anticipated direct material effect on governmental expenditures as a result of this measure. The Department of
Revenue indicates costs of about $53,000 for programming, testing and system development costs, including form revisions.
LFO believes that the department can absorb this amount within its current budget but may require additional resources if
the aggregate impact of all bills enacted during this session is substantive.

Based on tax returns filed, LDR estimates that state general fund revenue will decline by about $15 M (or 60% of current
cigar tax collections) annually due to the 60% tax rate reduction in the bill, assuming sales remain constant. Current
collections from the cigar excise tax totals about $25 M annually with about 98% of cigar taxes generated at 20%. Proceeds
flow to the state general fund.
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