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Current law taxes premium cigars at a rate of 20% of the invoice price for cigars invoiced by manufacturers at more than
$120 per thousand, while cigars invoiced at $120 per thousand or less are taxed at 8% of the invoice price with proceeds
flowing to the state general fund.

Proposed law retains current law for cigars invoiced by the manufacturer up to $2,500 per thousand and lowers the tax
cigars priced at $2,500 or more per 1,000 ($2.50 each or more) at a fixed 50 cents per cigar instead of 20% of
manufacturer’s invoice from January 1, 2026 through December 31, 2027 at which time the tax rate will revert back to 20%
of manufacturer’s invoice price. The new tax rate will apply to cigar products purchased by retail and wholesale dealers on
and after July 1, 2026 on all inventory acquired outside of the dealer-reported inventory as of 12/31/25.

LDR may incur costs of $52,750 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.

The bill does not impact cigars invoiced less than $2,500/1,000 or $2.50 cents per cigar. At $2.50 per cigar, the 20% tax
equals 50 cents with the tax increasing with the price of the cigar. The bill decreases the rate for cigars priced at more than
$2.50 cents per cigar but only for 2 years between January 1, 2026, and December 31, 2027, (half of FY 26 and FY 28 and
all of FY 27). According to The Tax Foundation, the average tax on a premium cigar for LA is $1.18 per cigar implying an
average price of $5.90 using the 20% tax rate. Thus, the bill may lower tax collections and SGF by an estimated 68 cents
per cigar (committee testimony indicates that average cigar price may be closer to $12 per cigar which could more than
double the revenue loss estimate in this note). With no data to determine the taxes generated by cigars sold for less than
$2.50, no adjustments can be made to the estimates, particularly with an anticipated average price well above $2.50 and a
reduction of 1/3 in the estimated revenue loss based on unknowns (from $14.4M to $10M as explained below). The fiscal
note assumes that most taxes are generated by sales of cigars priced above $2.50.

A second perspective would show that, at the current 20% rate, a 50 cents tax equates to an invoice price of $2.50 per
cigar. To the extent that premium cigars are sold at prices higher than $2.50, SGF revenue would decrease. If the average
price of a premium cigar in LA is $5.90, the bill would be expected to reduce SGF revenue. The tax system at LDR does not
capture the number of cigars sold, but FY 24 cigar tax collections were $25 M, which, at $1.18 per cigar (Tax Foundation
estimate), implies that about 21.2 M premium cigars were sold in the state. If each cigar resulted in a 68 cent loss in tax
revenue, the potential outcome may be a $14.4M reduction in state general fund. However, due to the uncertainty in
numbers of cigars sold and average tax and price estimates, the actual SGF revenue loss is indeterminant but possibly
significant, rounded to an estimate of $10 M for purposes of this fiscal note.

Taxes collected in the remainder of the current year may decline due to delayed sales in anticipation of a lower tax rate.
This activity may also inflate FY 26 collections mitigating some of the SGF decline as those sales are pushed into the next
fiscal year.
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