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The Public Health and Education Resource (PHAER) Act 

IutrodlU:ed in the Senat.e l>y Sen. F~k It La11tenbcrg (0-NJ) 
and in .the House by Rep. Jam.es V. Hansen (ll-UT) 

PHAER would raise the pi'e of cigar~ttes to a. lnrel that wlluld dccntUC youth anol~ by half, . 

• PHAER would pla..--e a$ i .SO Public Hea~h ancl Education Resource (PH.A.ER) psr-pac:k fee on 
cig&.rettes ;md a c:omparzbl~ fee on other1:obacco products. 

• The ::iHAER fee vvould be phased in ~y 50-cent increment> over three yei!lrs. 

• Ir the fourth year, the PH~R fee wo1.1lcl be indexed for inflation to ensure that youth smoking does 
not rise ag~!n clue to infl11.~onary effects, This index wifl be Pa.se:d on the CPI. the Medical CPI or an 
increase of 3 %, whichever Is grea'lsr. 

t The PhAER. fee will ~ise approximar.ely $494 billion over 25 years (using r.he toba.cco c:onsurriptiori 
proJeaions of the joint Cornmittee on T;µ:Clt!on), a11 average of almost $20 billion per-year. Of these 
funds; 

75% (It.a avenge of $15 bjlJ.ion per y;ar) ltiU pc 4i1t:tibJued at 1be StateJcycl for: 

.. Smo~lng ces~lor. prcgrzms ar:c! services 

... Sq100! and comml.jnity-bC1Sed tobacco educ:atlc:i and prevention prograrr~ 

"" State-level cc~n~r··~dvartising ~mpaigns 

• ASSIST and similC1.1- cor."1m1.1nity·bciE1ed tobac:c.o control programs 

.. Exp~nslon of the Chilc1re1~'s Health lns1.1ranc:e Program created in the i 997 Budget 
P.ec:onciliil.tion />.a. 

Early chiltlhood cjevelcpment programs "through '!he Maternal Chilcj Heaith Block 
Grant ~nd WIC 

.. Other &ppropriate public haa.~h uses 

25% Wi ma:ap of ss bil~n; per yeat) \'JU lif' ®ilmtcd at the Federal lnel fur: 

.. Rese&.rch and pre·.ie11tion programs at NIH and CDC 

"" FD.~ jl.iri!idictlon over tobacco prod1.1c:ts 

,. USPA progral'T'15l to assist tob4ixo fanneri, the it' families and their ccmmu nitie~ 

" A national co~n'tl! r-acive rtising ca.mpaign 

.. Me~iO\re prevention pro~ms and premium and cost-sharing assistance for iow-
:ncome Mecljcare beneficiaries 

.. lntemational Programs to decrease worldwide tob&cco~reiated illness 

• Tha Dr4g C%ar to conduct tobacco ed1..1cation anc1 prevention programs 

~ Tht1 VA to c:or,dud. tob"cco education, :rrtervention and outretlch programs. 
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The Public Healtb and Education Resource (PHAER) Act 
Introduced b.v Sen. Frank R. Lauten/Jerg (D-NJ) & Rep. James V. Hansen (R~U1) 

Sectiop-by-Segion Summacy 

Section 101 ... lmpo1dtion and Use at mcrea•ed Tas.es on Tobacco Products 

Ciiuetr,e Iu 

The excise tax will be phased in as follows: 

:Y:cit WCJ'QW Iotal tax PW: pqck 
1999 $0.SO $0,74 
2000 $0.50 (plus $0.10 from. BBA) Sl.34 
2001 $0,50 $1.84 
2002 $0. 00 (plus $0 .OS from SBA) $ l.89 
2003 Tob~co tax annuaJOi index.ed to CPI. Medical CPI, or 3 percent, 

whichever is greater 

ower IQba.CC:Q Prodµcts 

• All tQXes on other tobacco products a.re increased proportionally. 

• The tobacco taxes will be annually inQe)Ced by the CPI1 the Medical CPI or 3 percent, 
whichever is greater. 

· Floor Stocks Taxes 

• All tobacco products tbat have been clistributecl by the manufacturer before the 
increase in taxes c-11e'1 for periodically in this bill s.haU be taxed at the new rate. 

Section 102 -· Tu Treatment for Certain Tobacco-Related Expenses 

The increased taxes contained in this bill will be nondeductible for the tobacco 
companies. 

Section 201 

• A new Trust Fµnd is crea~d: l:he fubUP Jieolth Ulld EdycMjon BesOJJrce fund. 
This Trust F\md will be createti in the Department of the Treasury. 
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1'he Searet.ary ofHe£1.ith and Hwxlan Services shall distribute 75 perceot of the 
annual wnol.lllt$ collected ill the 'Trqat Fi.md to the &aw for the fallowing programs: 

(not less 'than! 
nor more 'them) 

10/30• 
lOtJO 
10/30 
10/25 
5/10 
l/3 
0/5 

Allocation Rules 
' 

Tobacco education and prevention programs in schools 
Smoking cesiu~tion programs 
CoUJlter advertising programs 
Sta~ Chlldrtm's Health lnsurance Program 
WIOl.Ma.tenW Child Health Services Block Grant 
ASSIST iuid other local tobacco control programs 
State health blc ck gr mt 

• Each state gnuit level will be based on the percentage agreed upon by the Attorneys 
Geaeral in their Report by the Al.location Subcommittee on Septell)ber 16, I 997. 

M.aintegance of E.t?ort 

States mu.st maintain the same spepding on current prognuns that they spent the year 
before. 

&decal fundiQa 

Twenty.five pefcent of the annual amount& collected in the Trust Fund shall go to the 
following Federal programs: 

~ l O percent for FDA 1 s tobiiiccQ control efforts 
" 25 percent far USO.At programs to assist tobacco farmers and rural commnnities 
... 20 percent for CDC's'. tobacco control efforts and NIH 
... 20 percent for Medicare preveutive benefits and Increased ~upport for low ioccme 

Medicare beneficinrios (QMBs and SLMBs) 
,. 20 pet·cent for HHS 1 tobiicco counter advertising 
... 2 percent for USAID's effoni:i to decrease tObijecO consumption overseas 
.. 2 percent for TPbacco prevention programs at the Office of National Drug Control 

Policy (Drug Cza.r) 
l percrJit for the VA to conduct tobacco education, intervention and outrelWh 
progranis 

Seetion 301 - Federal Stanc:Jards with Re1pect to Tobauo Products 

Repeals Federal p.reem.ption of state tobacco laws and regulations. 

Section 401 •• Sense of the Senate Regnrdiog Comprehensive Tobacco Legislation 
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Draft - For internal use only 

Table 1. 
lNCREASE IN FEDERAL TAX REVENUES RESULTING FR01\J THE PHAER ACT 

{in bilHons of dollars) 

Proposed 
$1. 50-per-pack 
tax. indexed for Inflation indexing of 

Year inlfation existing tobacco taxes 

Non-deductibility of 
proposad tax and 

inflation adjustments 
Total increase in tax 

revenues 

1999 $3-2 $0.0 $·1.1 $4.3 
2000 7.4 0.0 2.6 10.0 
2001 12_0 o_o 4-2 162 
2002 11.8 0.0 4_ 1 15.9 
2003 12.1 0_3 4.3 16.6 
2004 12-6 0.5 4.6 17_8 
2005 13.3 0.8 5.0 19.1 
2006 14-2 1.1 5_3 20.6 
2007 15.0 1.4 5.7 22.1 
2008 15.8 1 _7 6.1 23.6 
2009 16.2 2.0 6.4 24.5 
2010 16-7 2.3 6-7 25-7 
2011 17-2 2.7 7_0 26.9 
2012 17.7 3_0 7-3 28.0 
2013 18.3 3.4 7.6 29-2 
2014 1-B.8 3.7 7.9 30.5 
2015 19.4 4_1 8.2 31.7 
2016 20.0 4.5 8.6 33.0 
2017 20_6 4.9 8.9 34-4 
2018 21.2 5.3 9.3 35_8 
2019 21.8 5.7 9.6 37.2 
2020 22.5 6-2 10.0 38.7 
2021 23.1 6.6 10.4 40-2 
2022 23.8 1.1 10.8 41.8 

--- ._2_92.] __ -----~4-JL_ -----~--·-~7 _6 _____ ---·- ______ 1 t~------------- 43.4__ -TOTAL 419_2 ___________ $75.-----·-·· -----·------$667:3--

gj Sources for 10-year, · n an · ongressional Budget Office. 

D.ie~ ~ 90 iA hL :{)\4A£fL FuN.O 
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The HEAL THY Kids Act 
Responsible Tobacco Policy 

• Protects Children 
• Promotes the Public Health 
• Helps Tobacco Farmers 
• Resolves Federal, State and Local 

Legal Claims 
• Invests in Children and Health Care 
• Savings for Social Security and 

Medicare 
• Reimburses Taxpayers 



The HEAL THY Kids Act 
Protects Children 

1. A Healthy Price Increase 
• $1.50/pack health fee (phased in over three years) 

2. Full FDA Authority 
3. Strong Look-back Penalties 

• targets 2/3 reduction in youth smoking 
• penalties of 10 cents/pack on industry, 40 cents/pack . 

on companies 
4. Comprehensive Anti-tobacco Programs 

• counter-advertising, prevention, cessation, research 
5. Retailer Compliance 

• State licensure 
• No sales to minors 



The HEAL THY Kids Act 
Promotes the Public Health 

1 . Second Hand Smoke 
• covers most public facilities 
• exempts bars, casinos, bingo parlors, hotel guest rooms, non-fast 

food small restaurants, prisons, tobacco shops, and private clubs 
• no state or local pre-emption 

2. Document Disclosure 
• all relevant documents go to FDA 
• FDA makes public all documents 
• public health interest over-rides trade secret or attorney client 

privileges 
3. International Tobacco Marketing Controls 

• no promotion of US tobacco exports 
• code of conduct: no marketing to foreign children 
• funds international tobacco control efforts 
• requires warning labels 



The HEAL THY Kids Act 
Helps Tobacco Farmers 

1. Provides $10 billion over five years for 
assistance to farmers and their communities 

2. Authorizes funding for--
• Transition payments to farmers and quota 

holders 
• Rural and community economic 

. development 
• Retraining for tobacco factory workers and 

tobacco farmers 
• College scholarships for farm families 



The HEAL THY Kids Act 

No Immunity 
1. No special protection for future misconduct 
2. No special protection against individuals' lawsuits . 

for past misconduct 
3. Resolves Federal, State and Local legal claims 

• States can opt-out of money and continue 
lawsuits 

• Cities and counties get a fair share of 
reimbursement 

4. Attorney's Fees 
• Resolved by arbitration panel using ABA 

guidelines 



The HEAL THY Kids Act 
Invests in Children and Health, Savings for Social 

Security and· Medicare, Rei.mburses Taxpayers 
· 4/.S1o 

1. Payments to States (~0/o) 
• unrestricted (t§O/o) 14,s°lo 

• children's health care, child care, edu_cation 
(~0/o) 27 /o 

2. Anti-tobacco Programs (~/o) is,s% 
3. NIH Research (~0/o) zt% 

4. Medicare (4°/o initially; grows to 1 Ol0/o) 
5. Social Security (6°/o initially; grows to 12,0/o) 
6. Farmers (4&0/o for first ten years, then phases 

out) 'z. i 



Comparison of Tobacco Revenue and Spending 

President's Budget and Healthy Kids Act 

Healthy Kids Act President's Budget 

<6Z. 
TotalRevenue(overfive about $~ billion 

$65.5 billion years) (estimate pending) 

States -- unrestricted $12 billion $11.8 billion 

/1'16) 
zz. States -- for child care, 

educatio~, health ins~rance 
$ 'M'.-billion $15. 7 billion 

~8) ~B 

$17 billion for NIH $25.3 billion ($17 B for 
Research NIH; $8 B for 

research 
non-health) 

Medicare 
$3 billion $0.8 billion 

Farmers $1 O billion 
$12.1 billion for both Anti-tobacco $13 billion 

Savings for Social Security 
$5 billion 0 

Five Year Projections 



Polling Data Shows High Level 
of Support for: 

•Significant Per Pack Price Increase 

• Strong Lookback Penalties 

• No Industry Special Protections 



Voters Support a $1.50 Health Fee for Youth Smoking 
Deterrence & Health Programs by a 2-1 Margin 

% 80 ---~~~~~~~~~~~~~~~~--., 

70 ------------------------------------------------------------
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o­
Source: Lake, Sosin, Snell, Perry Assoc. Survey, 1 /98 
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Price Increase Support for Youth Smoking Deterrence and 
Health Programs _Cuts Across Party Lines 

TAX HEALTH FEE 
% in Favor 

so--~~~~~~~--~~~~~~~--

60 

50 

40 

30 

20 

10 

0 
$1.50 $1.50 $2.00 

Source: Lake, Sosin, Snell, Perry Assoc. Survey, 1/98 

•Democrats 
•Republicans 
~Independents 



Strong Support for Lookback 
Penalty of $.50 or More 
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Source: Lake, Sosin, -Snell, Perry Assoc. Survey, 1 /98 



Voters Are Oppos,ed to Providing Specia 
Protections to the Tobacco Industry 

% 

50 ---------------------------
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Source: Lake, Sosin, Snell, Perry Assoc. Survey, 1/98 



HEAL THY Kids Act Accomplishes 
President Clinton's Objectives 

President Clinton's Tobacco Principles HEAL THY Kids Act 

Reduce Teen Smoking Including Tough x Penalties 

Full FDA Authority x 
Change Industry Culture x 

Meet Additional Health Goals x 

Protect Tobacco Farmers and Communities x 


