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STATE OF NEW YORK

582
2011- 2012 Regul ar Sessi ons
I N SENATE
( PREFI LED)
January 5, 2011

Introduced by Sens. KLEIN, DILAN, GOLDEN, HASSELL- THOWPSON, KRUGER,
SAVINO -- read twice and ordered printed, and when printed to be
committed to the Committee on Investigations and Governnment QOperations

AN ACT to amend the tax law, in relation to requiring the use of
encrypted counterfeit-resistant cigarette tax stanps or markers

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. The tax Ilaw is anmended by adding a new section 472-a to
read as foll ows:

S 472-A PROVI SION FOR ENHANCED ClIGARETTE AND TOBACCO TAX
COLLECTIONS. 1. PURSUANT TO THE POWERS VESTED I N THE COWM SSI ONER UNDER
THIS ARTICLE TO COLLECT TAXES ON Cl GARETTES AND TOBACCO PRODUCTS, THE
COW SSI ONER  SHALL | NCORPORATE AN ENHANCED SYSTEM TO SECURE THE
COLLECTION OF SUCH TAXES DUE TO THE STATE. SUCH AN ENHANCED SYSTEM
SHALL USE AN ENCRYPTED COUNTERFEI T- RESI STANT TAX STAMP OR OTHER NMARKI NG
SYSTEM TO | NDI CATE THAT THE TAXES ON SUCH Cl GARETTE AND TOBACCO PRODUCTS
HAVE BEEN PAI D. SUCH SYSTEM SHALL BE COWPRI SED OF AT LEAST THE FOLLOW NG
| TEMS:

(A) THE USE OF ENCRYPTED TAX STAMPS OR OTHER MARKI NGS BY STAMPI NG
AGENTS LI CENSED PURSUANT TO SECTI ON FOUR HUNDRED SEVENTY-TWO OF THI'S
ARTI CLE AND OTHER TAX COLLECTI ON SYSTEMsS OR MARKERS USED BY THE COW S-
SI ONER TO COLLECT Cl GARETTE AND TOBACCO PRODUCT TAXES. SUCH STAMPS OR
MARKERS SHALL BE ENCRYPTED TO | DENTI FY, AT A M N MUM

(1) THE NAME AND ADDRESS OF THE LI CENSED STAMPI NG AGENT AFFI XI NG THE
STAMP OR OTHER MARKER;

(1) THE DATE SUCH STAMP OR OTHER MARKER WAS AFFI XED TO THE PRODUCT;
AND

(1'11) THE DENOM NATED VALUE OF THE STAMP OR METER | MPRESSI ON.

(B) THE SECURE MANAGEMENT OF ANY DATA REQUI RED UNDER PARAGRAPH (A) OF
THI'S SUBDI VI SI ON AND OTHER DATA AS MAY BE REQUI RED BY THE COWM SSI ONER;

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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(C) THE ENFORCEMENT OF SECTI ON FOUR HUNDRED SEVENTY-TWO OF THIS ARTI -
CLE, |[INCLUDI NG SUCH DEVI CES AS MAY BE USED BY THE DEPARTMENT AND OTHER
STATE EMPLOYEES AUTHORI ZED BY THE COWM SSI ONER.

2. SUCH ENCRYPTED TAX STAWMPS OR OTHER MARKERS SHALL

(A) BE PRODUCED IN A PROVEN SECURE FACILITY AS CERTIFIED BY THE
COW SSI ONER

(B) | NCORPORATE A M NI MUM OF FOUR LAYERS OF OVERT, SEM -COVERT AND
COVERT DATA;

(C) BE APPLI ED BY MACH NES OR OTHER MEANS WHEREUPON THE ENCRYPTED DATA
SHALL BE | NSTANTANEOUSLY CAPTURED AND STORED BY AND FOR THE COWM SSI ON-
ER;

(D) BE READABLE AND TRACEABLE FROM THE PO NT OF STAMP PRODUCTION TO
SUCH PO NT AS DEEMED APPROPRI ATE BY THE COWMM SSI ONER;, AND

(E) BE CAPABLE OF BEI NG READ BY A SCANNI NG OR SI M LAR DEVI CE THAT CAN
BE UTI LI ZED BY ENFORCEMENT AGENTS OF THE STATE AND OTHERS DEEMED APPRO-
PRI ATE BY THE COW SSI ONER

3. SUCH SYSTEM SHALL BE PERI ODI CALLY UPDATED TO FURTHER M NI M ZE THE
EVASI ON OF THE COLLECTI ON OF Cl GARETTE AND TOBACCO TAXES DUE TO THE
STATE.

4. EVERY WHOLESALE DEALER THAT IS A LI CENSED AGENT TO BUY AND AFFI X
STAMPS TO BE USED I N PAYI NG THE TAX | MPOSED UNDER THI S ARTI CLE SHALL BE
REQU RED TO BEAR THE |IN TIAL COST AND MAI NTENANCE NECESSARY FOR THE
DEPARTMENT TO | MPLEMENT SUCH ENHANCED TAX COLLECTI ON SYSTEM

S 2. The departnment of taxation and finance shall issue a request for
proposals for the purpose of providing the system described in section
472-a of the tax |aw, as added by section one of this act. Bids from
qualified vendors shall be received by the departnent of taxation and
finance no later than 60 days followi ng the issuance of the request for
proposal. Any contract issued pursuant to this section shall be issued
within 90 days followi ng recei pt of bids and installation of such system
conpl eted by the successful bidder within 180 days of the issuance of
such contract.

S 3. This act shall take effect imedi ately, provided, however, that
section two of this act shall take effect on the one hundred eightieth
day after it shall have becone a | aw, provided further that any product
in the possession of a cigarette retail dealer on the effective date of
this act and stanped to the conmm ssioner of taxation and finance's
satisfaction may continue to be offered for sale and sold to cigarette
pur chasers.



