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ASSEXBLY, No. 2070
STATE Ol‘-‘ NE‘W JERSEY

INTRODUCED FIEBRUARY 20, 1986

Jv Assemiblyman FRANKS

AX Acrt concerning the sale and distribution of cieareftes, amend-
ing and supplementing P. 1. 1948, e. 65 and amending P. 1.. 1952,
c. 247.

BE rr exacren by the Senate and General Assembly of the Stale
2 of New Jersey:

1. Scetion &2 of P, L. 1948, e. 65 (C. 54:40A-4) 15 amended to
2 read as follows:
3 202. Issuanee of license; fee.
4 a. Al licenses shall he issued by the director, who shall make
5 rules and reguiations respecting applications therefor and issuance
6 thereof.
7 b. The following individuals related to distributors, wholesale
8 dealers, retail dealers operating more than [five] nine cigarette

Y vending machines, and retail dealers who sell cigarettes at retail

10 at more than [five] nine premiscs shall submit with applications

11 for a license, fingerprints, which- shall be processed through the

12 Federal Burcan of Investigution and the New Jersey State Iolice,

13 and such other information as the director may require:

14 (1) Individuals Laving any interest whatsoever in a proprietor-

15 ship or conipany.

16 (2) Partuers of a partnership, regardless of percentage.

17 (3) Joint venturersin a joint venture,

18 (4)' Officers, directors, and all stockholders holding direetly or in-

19 directly a beneficial interest in more than 5% of the outstanding

20 shares of a corporation.

21 (5) Employees receiving in excess of $30,000.00 per annum com-
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Matter printed in italics hrs is new matter,

Matter enclosed in asterlsks or stars has been adopted as follows:

¢—Assembly amendment a 9&!&! in accordance with Govermor’s recommen-
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pensation whether as salary, commission, bonus’ or otherwise and
persons who, in the judgment of the director are employed in a
supervisory ¢apacity or have the power to make or substantially
affect diserctionary business judgments of the applicant entity
with rogﬁrd to the cignrette business.

(6) Other persons who the director establishes have the ability
to control the applicant entity throngh any means including hut not
limited to, contraets, loans, mortgnges or pledges of securities
where sueh control is intinical to the policies of this act beeause
sueh person is a career offender or a member of a earcer offender
cartel as defined in paragraph (2) of subsection ¢. of this section
[2(c) hercel]. Tndividuals licensed pursuaut to the [Casino Con-
trol Act] “Casino Control Act,” P. L. 1977, ¢. 110 (C. 5:12-1 et
seq.) shall only he required to produce cvidence of said licensure
in satisfaction of the foregoing.

The provisions in thi: [paragraph h.J subsection as to wholesale
dealers, retail dealers operating more than [five]nine cigarette
vending machines, and retail dealers who sell cigarettes at retail
at more than [five] ninc premises do not apply to retail groecery
stores and supermarkets primarily engaged in the self-service sale
of foods and housclold supplies for off-premises consumption or
to restaurants, hotels and motels operated by national corporations
with suelr prenises in six or more states and primarily engaged
in the sale ol foods for retail consumption or in the rental of rooms
for lodging.

¢. The dircctor shall not issue any license under this act where
he has reasonable cause to believe that anyone required to submit
inforination under this act has willfully withheld information
requested of him for the purpose of determining the eligibility of
the applicant to reecive a license or where the director has rcason-
able cause to believe that information submitted in the application
is false and misleading and is not made in good faith.

d.. The dircetor shall not issue any license under this act where
he has recasunuble cause to believe that anyone required to be
licensed or anyone required to submit information under this act,
has been convicted of any offense in any jurisdietion which would
be at the tinie of conviction a crime invélving moral turpitude.

It is further provided that any applicant or person required to
submit information who has a charge pending pﬁrsunnt to any of
the foregoing shall disclose that fact to the director. The director
may then withhold action on new applications or, in the case of an
application for the removal of a license, issue a temporary license
until there has been a disposition of the charge. The director shall




|
|
:!
’1
5!
¥
F
§
b

R e e

81
82
83
84

86
87
88
89
40
n
02
93
01
95
06
07
98
9

3

have the diseretion to waive the prohibition against licensure herein
provided upon the presentation of proof that a period of not less
than five vears las clapsed since the last conviction or thie expira-
tion of any period of incarceration imposed with respeet thereto.

e. The direetor shall not issue any license where the applicant
or anyone required to submit information has been identified as a
career offender or a member of a carcer offender eartel in such a
manner as Lo create a reasopable belief that the association is of
such a nature as to be inimieal to the policies of this act or to the
taxation, distribution, and sale ol cigarettes within the State. The
director may request the Attorney G(lencral for adviece respecting
whether a person is a “carcer offender” within the meaning of this
subsection, or is a “contumacious defiant” within the neaning of
subsection f. of {his section.

(1) As used in this subsection: *“career offender” means any
person whose hehavior is pursued in an occupationa! mauner or
context for the purpose of economie gain, utilizing such methods as
are deented criminal violations of the public policy of this State;
and (2) “carcer offender cartel” means any group ol persous who
operaie together as carcer offenders.

f. The director shall not issue any license where the applicant or
anvone required to submit information has been found to he con-
tunmcidusly defiant before any legislative investigative hody or
other oflicial investigative body of this Stale or of the United States
when such body is engagéd in the investigation of organized erime,
official corruption or the cigarette industry itself.

¢. Lach sueh license shall lapse on Mareh 31 of the period
for which it is issued, and cach such lieense shall be continued
annually upon the conditions that the licensee shall have paid the
required fee and complied with all the provisions of this act and the
rules and regulations of the director made pursnant thereto.

h. For each license issued to a distributor there shall be paid
to the director a fee of $3050.00. If a distributor =c¢lls or in-
tends to sell cigarettes at two or more places of husiness. whether

established or temporary, a separate license shall be required for

100 each place of husiness. Sach license, or certificate, thereof, and such

101 other evidence of license shall be exhibited in the place of business

102 for which it is issued and in such manner as may bhe preseribed by

103 the director. The director shall require each licensed distributor to
104 file with him a bond in an amouut not less than $6.00.00 to ruar-
105 antee the proper performance of his duties and the discharge of
106 his liabilities under this act. The hond shall be executed by such
107 licensed distributor as principal, and by a corporatibn approved
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108 by the director and duly authorized to engage in business as a
109 surety company iu the State of New Jersey, as surety. The bond
110 shall run concurrently with the distributor's license.

111  For each license issued to a manufacturer, o . for cach con-
112 tinunance thereof, there shall be paid o the director a fee of $10.00.
113 For cach license issued to a manulacturer’s represeniative, and
114 for each eontinuance thercof, there shall he paid to the director a
115 fee of $5.00.

116 1or cach license issned to a wholesale dealer there shall be paid to
117 the direetor a fee of $250.00, T a wholesale dealer sells or intends
118 to sell cigaretles at two or more places of business, whether estab-
119 lished or temporary, a separate license shall be required for cach
120 place of business. Fach license, or certificate thereof, and sucli other
191 evidenee of lieense shall be exhibited in the place of busiuess for
122 which it is issued and in sueh manner as may be preseribed by the
123 director.

124  Tor cach license issued to a retail dealer and for eacli eontinuance
125 thereof, excepling a retail dealer operaling a ecirarette vending
126 machine, there shall he paid to the direetor a fee of $5.00. For
127 each license izsued to a retail dealer operating a vendinyg machine
128 for the sale of eicaretles and for each continnance thereof, there
129_shall be paid to the director a fee of $5.00. 1f a retail dealer sells
130 or intends to sell cigarcttes at two or more places of husiness,
131 whetlier established or temporary, or whether in the sume building
132 or not, a separate license shall he required for cach place of
133 business. Tach vending machine for the sale of cigarettes shall bhe
134 separately licensed and he deemed a separate place of business.
135 Ttach license. or certificate thercof, and such other evidence of
136 license shall he exhibited in the place of business for which it is
137 issued and in such manner as may he presceribed by the director.
138 Any person licensed only as a distributor or as a manufacturer
139 or as n manufacturer’s represeatative or as a [wholesaler] whole-
140 sale dealer or as a retail dealer shall not operate in any other ca-
141 pacity except under that for which he is licensed herein, unless
142 the npj)ruprinl ¢ license or licenses therefor are first secured.

143  For cach license issued to a consumer and for each continuance
144 thercof there shall he paid to the director a fee of $1.00. ISach
145 license, or eortificate thereof, or such other evidence of license as
146 may be preseribed by the director, shall be so kept hy the consumer
147 as to be readily available for inspection,

148 No licensle‘ shall be issued to any person except upon the pay-
149 ment of the full 'fee therefor, any statute or exerﬁption to the
150 contrary notwithstanding. No license shall be assignable or trans-
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ferable, except as hereinafter provided, but in the case of death,
Dhankruptey, reéeivership. or incompeteney of the licenséc, or if
for any other reason whatsoever the husiness of tlie licensce shall
devolve upon another by operation of law, the director may, in
his diseretion, extend said license for a limited time to the cxecutor,
administrator, trnstee, recoivc-r,'or‘porson upon whom the same
has devolved. \ purchaser or assignee of a licensed wholesaler or
licensed distrilutor, or any other persou npon whom the business
of a licensed wholesaler or licensed distributor shall devolve by
operation of law, shall upon application to the director, he entitled
to an assignment or transfer of the wholesale or distributor license
for the balance of the existing license period upon payment of a
transfer fee of $5.00 and subject to his qualificalion to be a licensed
wholesaler or licensed distributor under the provisions of this act.
The license issued for each vending machine lor the sale of ciga-
rettes may be transferred from machine to machine in the same
ownership. No refund of the license fee shall be paid to any person
upon the surrender or revocation of any license cxcept a license fee
paid or collected in error. But, upon payment of $1.00 fee, there
may he obtained (1) a duplicate license, or certificate thereof, in
the cvent the original is lost, destroyed or defaced, and (2) an
amended license, or certificate thereof, upon a change in the location
of the place of husiness of any distributor or dealer.

2, Scetion 401 of P. .. 1948, c. 65 (C. 54:40A-11) is amended
to read as follows: ) ‘

401. Director to provide revenue stamps. The taxes imposed
and levied by this act shall he paid through the use of stamps, exeept
as provided in section 205 (Consumers) of this act. The director
shall sceure stamps of such designs and denominations as he shall
preseribe, suitable to be affixed to packages, and provide for the
sale thercof to licensed distributors. Only licensed distributors
shall affix and cancel stamps and no distributor shall afix or cancel
any stamp except at the tax rate in effect on the date of such affix-
ing or cancellation; except that on the cifective date of a tax rate
increase or of a surtax or of an increase in a surtax, imposed under
this act, licensed distributors and wholesale dealers must take a
physical inventory of cigarettes on hand at the close of husiness
prior to the date of the tax inerease or surtax or surtax increase
imposed under this act and must pay any additional tax for all
cigarettes bearing stamps at the rate in effect prior to the tax in-
crease. The director shall prescribe the method of collecting the
additional tax. The director shall not authorize any person to sell
revenue stamps except his duly constituted agents and assistants.
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On sales of revenue stamps the director shall allow, as compensa-
tion for the services and expenses of the distributor in aflixing and
Liandling of sueh stamps, a diseouut of [1.1.'.\(’.-’1-]'1.80‘.‘.' of the face
amount of any sale of 1,000 stamps or more; provided, that the
distributor has complied with all the provisions of this act, anl
provided, however, that the director shall be cmpowered to adjust
sueh discount whenever an inerease in the surtax is required under
scetion 4 of P, L. 1982, ¢. 40 (C. H4:40A-8.2): and, provided, fur-
ther, however, that the director shall be empowered to adjust sneh
discount to provide equivalent compensation with respect to the
faee value ol cach 1,000 stamps or more required for packages of
cicareties which contain 25 cigarettes. No discount shall be allowed
on any sale of less than 1,000 stamps and stamps shall not be sold in
blocks of less than 100 stamps.

3. (New section) Within six mouths following the effeetive date
of this 1986 amendatory and supplementary acel and not less than
cvery Lwo years thereafier, the direetor shall eonduet n study of
the eost of stamping cigarettes in New Jersey. The results of each
study shall be transmitted to the Giovernor and to the Legisluture
and may serve as the basis for any further modifientions of the
stamping diseount, except insofar as the director is empowered to
administratively adjust the discount pursnant to section 401 of
P. L. 1948, e. G5 (C. H4:40A-11). Exeept for adjustments made hy
the director, no further modificalion of the stamping discount shall
be permitted witil the first cost sindy required by this section i
completed.

In conducting this study, the licensed cigarette distributors of
the State of New Jerscy shall provide the director aceess to their
hooks and records so that the director lias all information neces-
sary to accurately cﬁlculutu the distributors’ enst of siamping a
unit of cigarettes. The distributors’ projected cost shall also be
considered for the purposes of this stidy.

4. Section 3 of P. L. 1952, c. 247 (C. H6:7-20) is nmendud to read
as follows: , _

3. Tt shall be unlawrul and a violation of this act:

a. For any retailer or wholesaler with intent to injure competi-
tors ov destroy or substantially lessen competition—

(1) to advertise, offer to sell, or sell, at retail or wholesale,
cigarettes at less than cost to such retailer or wholesaler, as
the case may be,

(2) to offer a rebate in pnce, to glve a rebate in price, to
offer a concession of any kind, or to give a concession of any
kind or nature whatsoever in connection with the sale of cig-
arettes; ' '
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b. For any retatler—

(1) to induce or attempt to induce or to procure or attempt
to procure the purchase of cigarettes at a price less than “cost
to wholesaler’ as defined in this act.

(2) to induce or attempt to induce or to procure or attempt
to proeure any rehale or concession of any kind or nature
whatsoever in conneetion with the purchase of eigarettes.

¢. Auy retailer or wholesaler who violates the provisions of this
section is a disorderly person and shall be prosecuted and punished
by a fine of not more than [$100.00] $1,000.00 for each offense, in
accordance with the provisions of [subtitle 12 of J Title [2A] 2C
ol the New Jersev Statutes.

d. Ividenee of advertisement, offering to sell or sale of cigar-
ettes hy any retailer, or wholesalers at less than cost to him, or
evidence of any ofler of a rebate in price or the giving of a rebate
in price or an offer oi a eoneession or the giving of a coneession
ol any kind or nature whatseever in conneetion with the sale of
cigarcties or the indueing or altempt to induce or the procuring
or the attempt to procure the purchase of cigarettes at a prieo less
than cost to the wholesaler or the retailer shall be prima facie
evidenee of intent to injure competitors and to destroy or substan-
tially lessen competition.

5. Section 16 of I°. L, 1952, c. 247 (C. 56:7-33) is amended to read
as lollows:

16. a. In addition to the provisions of section 3 and section 15
of this aet, the dircctor is empowered to suspend or revoke the
license or any lieenses of any person, licensed under the provisions
of the “Cigarette Tax Aet[.),” P. L. 1948, c. 65 (C. 54:404~1 et
stg.). No such license or licenses shall be suspended or revoked
except upon notice to the licensee and after a hearing as preseribed
by said direetor. The said director, upon & finding by him that the
licensee has failed to comply with any provision of this act or any
rule or regulation promulgated thereunder, shall, in the ease of
the first offender, suspeud the license or licenses of the said li-
censee for a period of not less than [five] 10 nor more than 20
consecutive business days, [und] in the case of a second [or
plurall offender, shall suspend [s0id] the license or licenses [for a
period of not less than 20 consecutive business days nor more than
12 months, and, in the event said] for a period of not less than 30
consecutive business days nor more than 12 months, and in the case
of a third offender, shall suspend the license or licenses for a period
of 12 months. If the director finds [the] that an offender has been
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guilty of willful and persistent violations, he may revoke said per-
son’s license or licenses.

b. Any person whose license or licenses have been so revoked
may apply to the direelor at the expiration of one year for a rein-
statement of his license or licenses. Such license or licenses may
be reiustated by the director if it shall appear to the satisfaction
of said director that the licensee will comply with the provisions
of this act and the rules and regulations promuigated thereunder.

6. This act shall take effeet *[immediately]® *July 1, 1987° and
the amendment to section 403 of PP, 1. 1948, ¢, 65 (C. H54:40A-11)
with respect to the discount rate permitted on the sale of revenue

stamps shall apply to stamps sold on or after that date.

TAXATION — BUSINESS AND UTILITIES
Inereases cigarctte revenue stamp disecount for distributors, in-
creases certain licensing thresholds and increases penalties under
the “Unfair Cigarette Sales Tax Act of 1952.”




STATE OF NEW JERSEY
Fxecu rive Depwrvexy

December 4%, 1986

ASSEMBLY BILL NO. 2070

To the General Assembly:

Pursuant to Article V, Section |, Paragraph 14 of the Constitution, I am
returning Assembly Bill No. 2070 with my objections for reconsideration.

The bill makes a variety of amendments to the Cigarette Tax Act, including
changes in license requirements, increased fines and license suspension periods,
and an increase in the discount given to cigarette distributors. I agree with
the purpose of this bill.

The amendments I am recommending will change the effective date of the
hill in order to provide the Division of Taxation with a sufficient period of
time in which to implement the changes that this bill makes to the current
discount rate.

Therefore, I herewith return Assembly Bill No. 2070 and recommend that {t
be amended as follows:

Page 8, Section 6, Line l: Delete "immediately” insert "July 1, 1987"

Respectfully,
/s/ Thomas H. Kean

GOVERNOR

{seal)

Attest:
/s8/ Michael R. Cole

Chief Counsel



SENATE REVENUE, FINANCE AND APPROPRIATIONS
COMMITTEE

STATEMENT To

ASSEMBLY, No. 2070
STATE OF NEW JERSEY

DATED: OUTOBER 2, 1936

The Senate Revenne, Finanee and  Appropriations Committee
reported this bill favorahly.

Assembdy Bill Na. 2070 amends and sepplements the ¢ Cigarette Tax
Aet,” BB 145, el 6D (0 34:300 -1 ot xeq.) amd amends the ** Unfair
Cigarette Sales Tas Aet of 1952, PO L. 102, 0 247 (. 56:7-18 et seq.)
in the following manner:

{1} To incrcase, from five to uine, the number of retadl vending ma-
chines or premises ~elling cigarettes that one may operate before li-
censure as a retailer is required under the ©Cigarette Tax Aet.”” The
licensing provisions for distribmtors amd wholesalers remain unchanged.

(2) To inerease the statutory dizcount allowed as compensation for
the serviees aml expenses of the distributor in affixing and handling
revemne stamps, from L1567 to L3079 of the faee value on the sale of
LOOO or more stamps. The Director of the Division of Taxation is di-
rected to conduet periodie stndies of the actual cost= to distributors of
stamping eigarettes, with sueh studies to serve as the hasis for any
future substantive changes in the diseonnt rate.

(3) To inerease fines for violations of the ** Unfair Cigarette Sales
Tax Act of 1952, in order to parallel the provisions of Title 26 (Crim-
inal Code) of the New Jersey Statutes. Specilieally, the fines are raised
from $100.00 to $1,000.00,

(4) To revise the provisions overning license suspension by in-
creasing the winimumn suspension poriod for first and second offenders,
and providing a longer suspension for third and subsequent offenders.
The dircetor retains his current anthority to revoke a person’s license
for “* willful and persistent*” violations.

Thix hil) is wdentien) 10 Senate Bill No. 951 of 1956,

Fiscar, Iapaer:

Currently, the dollar value of the distributor stamp discount is $2.77
per 1,000 stamps. This dollar value is the amount which the 1.156%
statutory rate was intended to produce when that rate was established
in 1982. Pursuant to statutory authority, the director adjusted the
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eifective rate downward when the surtax was increased in 1983, and
alse adjustel the efiective rate to provide parallel treatment between
packages of 20 and 25 cigarettes. Thus, the dollar value of the discount
has remained $2.77 per 1,000 stamps, or the equivalent.

The increased diseount rate provided in this bill will inerease the
dollar value for distributors from $2.57 to $4.50 per 1,000 revenue
stamps purelas~ed. Based on the number of ecigarettes sold in New
Joersey, the inereased distributor allowanee will cost the State approxi-

nuttely $1.6 willion pec year in lost vigarette tax revenue.

——————



ASSEMBLY APPROPRIATIONS COMMITTEE
STATEMENT TO

ASSEMBLY, No. 2070
STATE OF NEW JERSEY

LATED: JUNE 12, 1986

The Nssembly Appropriations Committee favorably reports this hitl.

Assembly Bl No. 2070 amewls sl supplements the * Cigarette Tax
Aet,” P L M8, e 60 (C. 34001 ot seq) and amends the “Unfair
Cigarette Sales Tax et of 1932 P10 1952, . 247 (0, 56:7-1% ot seyp,)
as follows :

(1) Iuereases, from five to nine, the nmnber of retail vending ma-
ehines or premises selling cigarettes that one may operate hefore
licensnre ix reguired ander the *Cigarette Tax Aet.”” The licensing
provisiol~ refated to distribmtors or whole~ilers remain nnehanged,

t2) The statr ory disemunt allowed as compensation for the services
and expenses of the distribator in affixing and handling revenoe stamps=
i~ inereased From LIS to 1509 of the face value on the sale of 1,000
or more stamps. The Direetor of the Division of Taxation i~ dirceeted
to eotduet perimdie stindies of the actual eosts 1o distribntors of stamyp-
ing cigarettes, with ~uch stadies to serve as the basis for any future
substantive changes in the discount rate.

(3) Fines are inereased from $100.00 to $1,000.00 for violations of
the < Unfair Cigarctte Sales Tax et of 1952 in accordance with the
provisions of Title 26 ¢Criminal Code) of the New Jersey Statutes.

(4) The provisions governing license suspension and revocation are
amensled 1o inerease the minimum suspension period for first offenders
and a longer suspension for repeat offenders. The director retains his
curreiit authority to revoke a person’s license for **willful and persis-

temt ' violations.

Backanorsnp:

Prior to the enmaetment of the eigarette tax surtax, the tax on a pack
of 20 cigaretles was ®L19. For every 1,000 stamps porehased, the dis-
connt to the distributor was $2.37. When the 20,05 surtax was enacted
in 1982, the discount rate was adjusted downward from 4670 to 11507
to keep the dollar discount constant at $2.77 per 1,UW or more stamps.
Effective July 1, 1433, the surtax was increased to $0.06, making the
total tax on a package of cigaretter $0.25. At that time, the discount
rate remained unchanged in the law but was azain adjusted downward
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administratively by the director under powers granted by P. L. 1932,
c. 40, to maintain a constant dollar value disconnt. The effective dis.
count rate is now 1.11% . Effective September 1, 19585 the director was
given statutory power to adjust the discount to provide cquivalent com-
pensation, $2.77 per 1,000 or more stamps, reguired for packages of

cigarcttes which contain 25 cigarettes.

Fiscar. IMpacr:

The increase in discount rate provided in this bill will inerease the
dollar discount value for distributors from $2.77 to $4.50 per 1,000 or
more revenue stamps purchased. Based on the number of cigarettes sold
i; New Jersey, the increased distributor allowance would cost the State

approximately $1.6 million per vear in lost cigarette tax revenue.




ASSEMBLY, No. 2070
STATE OF NEW JERSEY

INTRODUCED FERRVARY 20, 1956

By Assemblyinan FRANKS

AN Aer coneernimg the sale and distribintion of cigirettes, amend-
ing and supplementing P Lo EMS, e, 65 and amending 12, L 1952,

e. 247

1 Be vt exacten by the Senate and General Assembly of Hhe Stale
2 of New dersey:
1 L. Seection 202 of 1% . 1948, . 63 (. 42001 < amended to
2 read as follows:
3 202 Issuance of license: fee,
4+ a. Al leenses shall be issued by the ddirector, who sliall wake
3 riles and regulations respeeting applications therefor and issuanes
6 th-reof.
7 bh. The following individuals related to distributors;, wholesale
8 dealers, retail dealers aperating more than [five] nive cigarette
4 vending machines, and retail dealers who sell cigarettes at retail
10 at wore than ive} vive premises shall subiit with applications
11 Jor a heense, fingerprints, which shall be processed through the
12 Fuderal Bureau of Investigation and the New Jersey State Police,
13 and such other information as the dircctor may vequire :
t+ (1) individuals having any interest whatsoever in a proprictor-
15 shup or company.
I {2) Partuers of a partuership, regardless of pereentage.
17 (3) Joint veuturers in a joint venture.
15 (4) Officers, directors, and all stockholders holding directly or in-
19 direetly a beneficinl interest in more than 5% of the outstanding
20 shares of a corporation.
1 (5) Employees receiving in excess of $30.000.00 per annum eom-
ExPLANATION—~—Matter enclosed in bold-faced brackels [1hus) in ilie above hill

is not enactcd and is inlended 1o be omitted in the law.
Matter printed in italies rhus is new matter.

——
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pensation whether as salary, commission, bonus or otherwise and
persons wha, in the judgmnent of the director are emploved in a
supervizsory capacity or have the power to make or substantially
affeet dizeretionary business judgments of the applicant entity
with regard to the eigarette business.

(6) Other persons who the director establishes lave the ability
to control the applicant entity through any meaus including hut not
limit+d to, contracts, louns, mortgages or pledges of securities
where sueh control is inimical to the policies of this act hecause
=il person s a earcer offender or a member of a eareer offender
cartel as defined in paragraph (2) of subsection c. of this seetion
[2(¢) hereot]). Tndividuals licensed pursuant to the [Casinn Con-
trol Aet} “Casino Control Act,” P. L. 1977, c. 110 (('. 5:12-1 et
seq.} shall only be required to produce evidence of said licensure
in satisfaction of the foregoing.

The provisions in this Eparasraph b} subsection as to wholesale
dealers, retail dealers operatinz more than [five}nine eigarette
verdhig machines, and retail dealers who sell cicarettes at retail
at more than [five] nive preunses do not apply to retail rocery
stares and ~upermarkets primarity engaced in the self-serviee sale
of foods and household supplies for off-premises conznmption or
to rostanrants, hotels and wotels operaterd by national corporations
vith such premises in 8iX or more states and primarily eugaged

in the sale of foods for retail consumntion or in the rental of roomis

for lodging.

e. The director shall not issue any license nnder this aet where
he Las reasonable cause to believe that anyoene required to submit
information under this act has willfully withheld information
requested of him for the purpose of determining the eligibility of
the applicant to reccive a license or where the direetor has reason-
able cause fo believe that information submitted in the application
is fulse and misleading and is not made in good faith.

«|. The director shall not issue any license under this act where
lie has reasonable cause to believe that anyone required to he
licensed or anyone required to =ubniit information nnder this act,
has been counvieted of any offense in any jurisdiction whieh would
he at the time of conviction a erime involving moral turpitude.

It is further provided that any applicant or person required to
submit information who has a charge pending pursuant to any of
tle foregoing shall disclose that fact to the director. The director
nmi.  then withhold action on new applications or, in the case of an
application for the removal of a license, issue a temporary license
i -il there has been a disposition of the charge. The director shall
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65 have the discretion 1o waive the prohibition acai <t ieensire herein
66 provided upon the presentation of proot 1hat o period of 1ot less
67 than five years has elapsed sinee the last conviction o the expira-
68 tion of auy periad of incarceration vnposed with vespeet thereto.
(i . The direetor shall not issue any license where the applicant
7 or anyone required to submit wformation has bees identified as a
71 eareer offender or a member of a eareer offender cartel in <neh o
manuer as {o ereate a reasonalle behef that the associntion is of
<3 sneh a nature as to be intmical to the policies of this act or to the
74 taxation, distribution, and sale of eigarettes waithin the State, The
iy director may request the Attorney General for advice respreting
76 whether & person is a “earcer offender”™ withiu the wmeanine of this
(7 subsection, or s a “eontumacions defiant™ within the meanine of
8 subsection f. of thig section.
79 (1) As used in this subsection: “ecareer offender” means .
KO prrson whose behavior ix pursued in an oceupational 1aarner ar
81 context for the purpose of econonie gain, utilizing sueh miethods as
K2 are deemed eriminal violatious of the publie poliey of this State:
83 and (2) “ecarcer offender eartel™ mieans anv group of persons who
84 operate logether as career offenders.
85  f. The director shall not issue any license where the applicant or
86 anyone required to submit information has been fonnd to be con-
R7 tumaciously defiant before anv legislative investizative hody or
88  ofher official investicative hady of this State or of {he United States
8D when sneh hady is engaged in the investization of organized evime,
90 oflicial corruption or the cigarctte industry atself,
N

92 for which it 18 issned, and each such license shall he enntinued

. Each such license shall lapse on Mareh 31 of the period
93 annundby upon the eonditions that the licensee shall have paid the
WM requiired fee and complied with all the provisions of this act and the
9 rudes and regulations of the director made pursnant theretao.

6 h. ¥or each liceuse issued to a digtribmtor there shall he paid
97 1o the direetor a fee of §IH0.00. If a distributor sells or in-
9% tends to sell cigarettes at two or more places of businoss, whether
99 established or ‘amporary, a separate license shall he required for
100 each place of business. ach license, or eertifieate, thereof, nnd sneh
101 other evidenee of license shall L exlhibited in the place of Tmsiness
102 for which it is issued and in such manner as may be preseribed by
103 the director. The director shall require each licensed dixtribntor -
104 file with him a bond in an amount not less than $6,000.00 to guar-
105 ant~~ the proper performance of his duties and the discharge of
106 his liabilities under this act. The bond shall be executed hy such
107 lic nsed distributor as principal, and by a corporation approved
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by ti.e director and duly anthorized to engage in buxiness as a
surety company m the State of New Jersey. as surety. The bond
shall ros concurrently with the distributor’s license.

For cach licensc issued to a nmanutacturer, and for each cone-
tintanee thereof, there shall he paid to the divector a feo of 1004,

For cach hernse issued to a manufacturer’s representative, and
for each continuanec thereof, there shall be patd to the direvtor o
fee of $2.00.

For each license issued to a wholesale dealer there shall be paid to
the diveetor a fe- of £50.00. 1 a wholesale dealer sebBs or intends
tor <ell eigaretiex at two ar more pliaces of business, whether estab-
lished or temporary, a <cparate license shall be reguired for cach
place of bugines-. Fael heense, or certifieate thereof, and sueh other
evidenee of license shall be exhibited in the place of business for
which it ix issued aud in ~uch manver as may be preseribed by the
director.

For each liceuse issued to a retail dealer awd for each continuanee
thereof, exeepting a retatl dealer operating a cizarette vending
machine, there shall be paid to the direetor a fee of $5.00. For
each lieense is~ued to o retail dealer operating a vewding machine
for the sale of cizareties and for each coutinnance thereof, there
shall be paid to the direetor a fee of $5.00. 1f a retail dealer sells
or intends to scll esgarcttes at two or more places of business,
whether established or temporary, or whether in the same building
or not, a separate lieense shall be required for carh place of
husiness. Eacl vending machine for the <ale of cigarettes shall be
separately lieensed and be deenied a separate place of business,
Faeh license, or certifieate thereof, and such othor evidenee of
license shall be exhibited iy the plaee of bnsiness for whieh it 19
isrtted and in sneh manuer as may be preseribed by the direetor.

Any person licensed anly as a distributor or as a manufacturer
or as a manwfacturers representative or as a Ewhole<alery whote-
sale dealer or as a retail dealer shall not operate in any ather ca-
pueity except under that for whieh he is licensed herein, unless
the appropriate heense or liceuses therefor are first secured,

For each license issied to a ennsimer and for cach continuanee
thereof there shall e paid to the direetor a fee of $100. Fach
license. or eertifivate thereof, or suech other evidence of license as
may be prescrilnl by the director, siall be so kept by the consumer
as to be readily available for inspeetion.

No license shall be issued to any person except upon the pay-
ment of the {ull fee therefor, any statute or exemption to the
contrary notwithstanding. No license shall be assignable or trans-
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feralde, except as heremalter provided, but in the case of death,
bankripstey, recerver<lup, or incompeteney of the licensee, or if
for any other reazon whatsoever the business of the licensee shall
devolve upon arother by operation of law, the direetor way, in
Iiis diseretion, extend said lieense for a imited tane to the exeentor,
sidministrator, trustee, receiver, or person upon whom the ~ame
bas devolved. \ purchaser or asstenee of a licensed wholesaler or
licensed distributar, or any other persen upon whom the beisiness
of a ticeused whole<aler or lieensed disteibutor shall devolve by
operation of law, shall upon applieation 1o the director, be eatitial
to aw assximwment or transfer of the wholesale or distrilintor Leense
for the halanee of the existing leense period upon payment of G
transfer Fee of $5.00 and subjeet to his quabification to be g license:d
wholesaler or licensed distribmtor wmler the provisions of this aet.
The license issued for cuclh vending maehive Tor the sale of ciea-
rettes may be transferred from wachine 1o macbine in the sane
ownership. Nao refand of the hieense fee shall Le padd to auy person
upen the <urrender or revoeation of any liceuse exeept o hecise fee
patied or eollected wn error. Bat, upon payment of $1.00 Feel there
way be obtaiued (1) o duplicate heen-e, or eertificate thereof,
the event the originnl 1> lost, destroved or defaecd, and (2) an
smended license, or certificate thereol, upon a change in the location
of the place of busivess of auy distributor or dealer,

9 Section 401 of 1*. L. 18, ¢. 65 (C. D4 A0N 1) 3= amended
to read as follows:

401. Birector to provide revenue stamps. The taxes oposed
and levied by this aet hall be paid through the use of stiaps, oxcept
as provided in seetion 205 (Consumers) of this aet. The dircetor
shull secure stamps of such designs and denominations ax he shall
preseribe, suitable to he afixed to packages, and provide for the
sle thereof to livensed distritators. Only licensed distributors
shall aflix and eancel stampx nnd vo distributor shall afix or canced
any stamp except at the tax rate in effeet on the date of sueh aflix-
ing or cancellation; exeept that on the effective date of a tax rate
inerease or of a surtax or of an wercase i a surfax, mpos-« nnder
this aet, licensed distributors and wholesale dealers must take a
physieal inventory of cigarettes on hand at the close of husiness
prior to the date of the tax inerense or =urtax ot surtax inervase
imposed under this act and must pay any additioral tax {or all
cigarettes bearing stamps at the rate wn effeet prior o tie rax 1o
crease. The director shall preseribe the method of collecting the
additional tax. The director shall not authorize any person to sell
revenue stamps except his duly constituted agents and assistants.
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On sales of revenae stamps the director shall allow. as compensa-
tion for the servie-s= and exprozes of the distributor in aflixing and
hanudling of such ~fuzupe-. 2 discount of [1.1569F 1.5077 i the face
amount of any sale oif LN stamps or more; provided, that the
chistributor has eampliced with all the provisions of this aet, and
provided, however, that the director shall be empowered to adjust
such discount whenever an inerease in the surtax is required under
section 4 of 1”. L. 1952, c. 40 (C. 54:40A-52) 1 and, provided, fur-
ther, however, that the Jdirccter shall be cimpowered to adjust such
discount to provide- cquivalent compensation with respect to the
face value of each LN stamps or more required far packages of
cigarettes which contain 25 cigzareties. No digeonnt shadl be allowed
on any sale of less than 1,000 <tamps and «t.omps shall uot be sold in
hlocks of less than 100 stamps.

3. (New section) Within six months following the effective date
of this 1986 amendatory and supplementary act and uot less than
every two years thereafter, the director shall conduet a study of
the cost of stamping cigarettes in New Jersey. The results of each
study shall be transmitted to the Governor and to the Legislature
and may serve ax the hasis Vor any further modifications of the
stamping discount, exeept insofar as the director is vmpowered to
administratively adjust the discount pursuant to seetion 401 of
P. L. 148, ¢. 65 ({". 74 :40A~11). Except for adjustments made hy
the director, no further modification of the stamping dizcount shall
be permitted until the first cost study required by this section is
completed.

In conducting this study, the licensed ecigarette distributors of
the State of New Jersey shall provide the direetor aceess to their
books and records so that the director has all information neces-
sary to accurately ealculate the distributors’ cost of stamping a
unit of cirarettes. The sdistribitors’ projected cost shall also be
considered for the purposes of this study.

4. Section 3 of P. L. 1952, ¢. 247 (¢'. 56:7-2)) is smended to read
as follows:

3. Tt shall be unlawful and a violation of this aet:

a. For any retailer or wholesaler with intent to injure competi-
tors or destroy or substantially lessen compotition- -

(1) to advertise, offer te sell. or sell, at retail or wholesale,
cigareties at less than cost to such retailer or wiwlesaler, as
the ense may be,

(2) to offer a rebate in price, to give a rebate in price, to
offer a concession of any kind, or to give a concession of any
kind or nature whatsoever in connection with the sale of cig-
areties:
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h. For any retailer—

(1) to indnee or attempt to induce or to procure or attempt
to procure the purchase of cigarettes at a price le~x than “eost
to wholesaler™ axs defined in this act.

(2) to induce or attempt to induce or to procure or attempt
to procure any rebate or coneession of any kind or nature
whatsoever in connection with the parchase of eivarettvs.

e. Auy retailer or wholesaler whe violates the provisions of this
seetion is a dizsorderly per<on awd shall be proseented and punished
by a fine of not more than {$100.00] £1.000.00 for each offense, in
aceordance with the provisions of fanbtitle 12 of J Title L2707 20
of the New Jersiy Statutes.

d. Evidenee of advertisement, offering to sell or sale of eigar-
ettes by any retailer, or wholesalers at less than coxt to him, or
evidenee of any offer of a1 rebate in priee or the giviing of a rebate
in price or an offer of a concexsion or the giving of a eoncession
of any kim! or nature whatsoever in connection with the <ale of
eigarcites or the inducing ar attempt to induce or the proenring
or the attempt to proenre the purchase of eigarettes at a priee less
than cost to the wholesaler or the retailer shall be prima facie
evidenee of intint to injure competitors and to destroy or subhstan-
tially lessen competition.

5. Section 16 of I”. L. 1952, 0. 247 (C. 36:7-33) is amended to rend
as follows:

16. a. Tn addition to the provisions of seetinn 3 and «eotion 15
of this act, the director is empowered to suspend or revoke the
license or any licenses of any person, licensed under the provisions
of the “Cigareite Tax Actf.).” P. L. 1948, ¢. 65 (C_ 51:404-1 ¢f
seq.). No such license or lieenses shall be suspended or revoked
except upon notice to the licensee and after a hearing as preseribed
by saie director. The said direetor, upon a finding by him that the
licensee has fuiled to comply with any provision of this act or any
rule or regulation pronmlguted therenmder, shall, in the ease of
the first offender, suspend the license or hieenses of the said li-
censee for a period of not less than [five] 10 nor more than 20
consecutive business days, [andJ in the case of a second for
plural} offender. shall suspend [said} the license or licenses [for a
period of not less than 20 consecutive business days nor more than
12 months, and, in the event said) 7or a period of not les: than 30
consecutive business days nor more than 12 months, ard in the case
of a third offender, shall suspend the license or licenses for a period
of 13 months. If the director finds [the] that an offender has been
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muilty of willtal and persictent violations, ke may revoke said per-
son's liertise o Heenses,

h. Any person vliose license or licenses have been so revoked
may apply fo the divector at the expiration of one vear for a reim-
statement of bis hernse or heences, Naeh lieense or LTeenses miay
be reinstated by the direetor it it shall appear to the sati=faction
of said director that the Becnsee will comply with the provisions
of thix aet avd the rules and regnlations pronmisated thereunder.

6. Thix act shall take effeet immediately and the amendinent to
section 401 of P Lo EHS, e 65 (C. 34400 -11D) with respeeet to the
discount rate permitted on the sale of revenue stamps shall apply

to starups sold on and after that date.

SPomser’s STATEMENT

This bill mereases from five to nine the number of retail vending
machines or premises that must be operated betore licensure is
required under the “Cigarette Tax Aet,” P L BEMS, e 65 00
HA0A-T o seq ). The Wl also raises the discount afforded
eigarette distributors for the expenses of fixing and handline
revensle stimp= from L1565 to 1907, of the face vatlue on the
sale of FLM000 or more stamp=,. Alko the Director of the Division
of Taxation is directed to conduet periodhe <tudics of the actual
eosts to distributors of stamping ecigarettes, with the stidies to
serve as the basis for future ehanges in the diseonnt rate.

The bill nixo amends the “Unfair Cigarette Sales Tax Aet of
1952," P, L. 1952, e, M7 (C. 56:7-18 et xeq.) to merease fines and

license suspension and revoeation periods under that act.

TAXATION — BUSINESS AND UTILITIES
Ineronses cigarette revenue stamp discount for distributors, in-
creases certain heensing thresholds and inereases penalties under

the “Uufair Cigarette Sules Tax Act of 1952."

e ————
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