Title: AB 71 — Cigarette and Tobacco Products Compliance Fund Funding Shift -
BCP No. 5

Purpose: To accommodate a projected funding shortfall in the Cigarette and Tobacco
Products Compliance Fund.

Summary: Based on the projected shortfall of Cigarette and Tobacco Products
Compliance Fund for FY 2006-07, the BOE is requesting necessary appropriations from
the General Fund and Special Funds to cover the operating expeditures required for the
BOE to efficiently and effectively administer and enforce the provisions of AB 71. This
shortfall is the result of declining revenue from the initial license fee established in the
California Cigarette and Tobacco Products Licensing Act of 2003 (ACT). Thus, the
requested resources are necessary in order to ensure efficient and effective
administration and enforcement of the ACT, which established a statewide licensing
program to reduce the sale of illegal cigarettes and tobacco products and collect millions
of dollars in lost tax revenues each year.

Alternatives:

1. Appropriate General Fund and Special Funds to accommodate the Cigarette and
Tobacco Compliance Fund shortfall.

a. Total Resources Needed:
e $2,241,000 in FY 2006-07
e $7,214,000 in FY 2007-08
e $7,400,000 in FY 2008-09
o $3,695,000 in FY 2009-10

b. Benefit-to-Cost Ratio: Not Applicable.

2. Do not appropriate General Fund and Special Funds to accommodate funding
shortfall and fully fund program.

a. Does not require a budget augmentation.
b. Benefit-to-Cost Ratio: Not Applicable.

Staff Recommendation:

Approve Alternative 1: Appropriate General Fund and Special Funds to accommodate
the Cigarette and Tobacco Compliance Fund shortfall.
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