Multiple Agency Fiscal Note Summary

Bill Number: 6129 S SB

Title: Cigarettes, nicotine/tax

Estimated Cash Receipts

Agency Name 2025-27 2027-29 2029-31
GF-State | NGF-Outlook Total GF-State |NGF-Outlook Total GF-State | NGF-Outlook Total
Office of Attorney 0 0 14,000 0 0 129,000 0 81,000
General
Office of 0 0 31,000 0 0 52,000 0 42,000
Administrative
Hearings
Department of (5,390,000) (5,390,000)] (5,390,000)] 26,200,000 26,200,000 | 105,978,000 | 49,100,000 49,100,000 | 130,979,000
Revenue
| Total $ | (5,390,000)| (5,390,000] (5,345,000) [ 26,200,000] 26,200,000 | 106,159,000 [ 49,100,000 | 49,100,000 | 131,102,000 |
Agency Name [ 2025-27 2027-29 2029-31
GF- State Total GF- State Total GF- State Total
Local Gov. Courts
Loc School dist-SPI
Local Gov. Other 138,600 (4,158,000) (5,1438,000)
Local Gov. Total 138,600 (4,158,000) (5,148,000)
Estimated Operating Expenditures
[Agency Name 2025-27 2027-29 2029-31
FTEs | GF-State NGF-Outlook | Total FTEs | GF-State |NGF-Outloo Total FTEs| GF-State GF-Outloo Total
Office of 2 0 0 14,000 6 0 0 129,000 5 0 0 81,000
Attorney General
Office of A 0 0 31,000 A 0 0 52,000 A 0 0 42,000
Administrative
Hearings
Department of 3.0]1,317,800| 1,317,800 1,317,800 7.2| 2,246,300 | 2,246,300 | 2,246,300 5.4 1,588,600 1,588,600 1,588,600
Revenue
Liquor and 1.5 0 0 643,077 2.5 0 0 944,865 2.0 0 0 745,492
Cannabis Board
Department of .0 0 0 0 .0 0 0 0 .0 0 0 0
Health
Total $| 4.8] 1,317,800] 1,317,800 2,005,877 | 10.4 | 2,246,300 | 2,246,300 [ 3,372,165 8.0 | 1,588,600 1,588,600 2,457,092
Estimated Capital Budget Expenditures
Agency Name 2025-27 2027-29 2029-31
FTEs Bonds Total FTEs Bonds Total FTEs Bonds Total
Office of Attorney .0 0 0 0 0 0 .0 0 0
General
Office of Administrative .0 0 0 0 0 0 .0 0 0
Hearings
Department of Revenue .0 0 0 0 0 0 .0 0 0
Liquor and Cannabis .0 0 0 0 0 0 .0 0 0
Board
Department of Health .0 0 0 0 0 0 .0 0 0
| Total §| 0.0 | 0 o] o.0f 0 o] o.0] 0 0

FNPID: 77403

FNS029 Multi Agency rollup




Estimated Capital Budget Breakout

Prepared by: Val Terre, OFM

Phone:
(360) 280-3073

Date Published:
Final 3/4/2026
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Individual State Agency Fiscal Note

Bill Number: 6129 S SB Title:  Cigarettes, nicotine/tax Agency: 100-Office of Attorney
General
Part I: Estimates
|:| No Fiscal Impact
Estimated Cash Receipts to:
ACCOUNT FY 2026 FY 2027 2025-27 2027-29 2029-31
Legal Services Revolving Account-State 14,000 14,000 129,000 81,000
405-1
Total $ 14,000 14,000 129,000 81,000
Estimated Operating Expenditures from:
FY 2026 FY 2027 2025-27 2027-29 2029-31
FTE Staff Years 0.0 0.3 0.2 0.6 0.5
Account
Legal Services Revolving 0 14,000 14,000 129,000 81,000
Account-State 405-1
Total $ 0 14,000 14,000 129,000 81,000

Estimated Capital Budget Impact:

NONE

The cash receipts and expenditure estimates on this page represent the most likely fiscal impact. Factors impacting the precision of these estimates,
and alternate ranges (if appropriate), are explained in Part I1.

Check applicable boxes and follow corresponding instructions:

? If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
— form Parts I-V.

If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I).

| | Capital budget impact, complete Part IV.

Requires new rule making, complete Part V.

Legislative Contact:  Alia Kennedy Phone: 360-786-7405 Date: 02/23/2026
Agency Preparation: ~ Cassandra Jones Phone: 360-709-6028 Date: 02/26/2026
Agency Approval: Leah Snow Phone: 360-968-4620 Date: 02/26/2026
OFM Review: Val Terre Phone: (360) 280-3073 Date: 03/02/2026
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Request# 323-1
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Part II: Narrative Explanation

I1. A - Brief Description Of What The Measure Does That Has Fiscal Impact

Significant provisions of the bill and any related workload or policy assumptions that have revenue or expenditure impact on the responding agency
by section number.

Section 101 — Amends RCW 82.26.010 to add and modify definitions.

Section 102 — Amends RCW 82.26.020 to establish a tax upon the sale, handling, or distribution of all nicotine products of
90 percent of the taxable sales price. Establishes an additional tax upon the sale, handling, or distribution of all flavored
nicotine products at a rate 10 percent of the taxable sales price.

Section 103 — New section. Specifies how moneys collected from the tax on nicotine products must be distributed.

Section 104 — Amends RCW 82.26.030 to modify legislative intent language.

Section 105 — 113. Amendatory sections that change references from tobacco to nicotine.

Section 114 — Amends RCW 82.26.150 to provide that the licenses issued by the Liquor and Cannabis Board (LCB) under
this section do not apply to the sale or distribution of any vapor product subject to certain licensing requirements.

Section 115 — 122. Amendatory sections that change references from tobacco to nicotine.
Section 123 — New section. Exempts preexisting inventories of nicotine products from the tax.
Section 124 — Amends RCW 70.345.010 to redefine “distributor.”

Section 125 — Amends RCW 70.345.090 to modify definition of “vapor products.”

Section 126 — Amends RCW 70.345.160 to update a statutory cross reference.

Section 127 — New section. Repeals certain acts or parts of acts.

Section 201 — New section. Establishes a tax in an amount equal to $0.09875 per cigarette, with the amount to be adjusted
by the Department of Revenue (DOR) according to statute.

Section 301 — New section. Allows the Governor to seek government-to-government consultations with federally
recognized Indian tribes for the purpose of amending cigarette tax contracts and vapor product tax contracts.

Section 401 — New section. Exempts preexisting inventories of vapor products from the tax.

Section 501 — Amends RCW 43.348.080 to modify state matching provisions for the Andy Hill Cancer Research
Endowment Fund Match Transfer Account.

Section 502 — Amends RCW 82.32.870. Contains technical amendment.

Section 503 — Amends RCW 66.44.010 to update statutory references.

Section 504 — Amends RCW 82.24.550 to update statutory references.

Section 505 — Amends RCW 82.19. 020 to change references from tobacco to nicotine.

Section 506 — New section. Codification instruction.

Cigarettes, nicotine/tax 100-Office of Attorney General
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Section 507 — New section. Provides that RCW 82.32.805 and 82.32.808 do not apply to this act.

Section 508 — New section. Severability clause.

Section 509 — New section. Sections 101 through 126 and 502 through 506 of this act take effect July 1, 2027.
Section 510 — New section. Section 201 takes effect January 1, 2028

Section 511 — New section. Section 401 applies retroactively to January 1, 2026.

Section 512 — New section. Act takes effect immediately.

I1. B - Cash receipts Impact

Cash receipts impact of the legislation on the responding agency with the cash receipts provisions identified by section number and when appropriate,
the detail of the revenue sources. Description of the factual basis of the assumptions and the method by which the cash receipts impact is derived.
Explanation of how workload assumptions translate into estimates. Distinguished between one time and ongoing functions.

Cash receipts are assumed to equal the Legal Services Revolving Account (LSRA) cost estimates. These will be billed
through the revolving account to the client agency.

The client agencies are the Department of Revenue (DOR) and the Liquor and Cannabis Board (LCB). The Attorney
General’s Office (AGO) will bill all clients for legal services rendered.

These cash receipts represent the AGO’s authority to bill and are not a direct appropriation to the AGO. The direct
appropriation is reflected in the client agencies’ fiscal note. Appropriation authority is necessary in the AGO budget.

1. DOR will be billed for non-King County rates:

FY 2026: $0

FY 2027: $3,000 for 0.1 Assistant Attorney General FTE (AAG) and 0.1 Paralegal 1 FTE (PL1)
FY 2028: $11,000 for 0.1 AAG and 0.1 PL1

FY 2029 and in each FY thereafter: $0

2. LCB will be billed for non-King County rates:

FY 2026: $0

FY 2027: $11,000 for 0.1 AAG and 0.01 PL

FY 2028: $50,000 for 0.2 AAG, 0.1 Paralegal 2 FTE (PL2) and 0.1 PL1

FY 2029: $68,000 for 0.3 AAG, 0.1 PL2 and 0.1 PL1

FY 2030: $50,000 for 0.2 AAG ,0.1 PL2 and 0.1 PL1

FY 2031 and in each FY thereafter: $31,000 for 0.1 AAG, 0.1 PL2 and 0.1 PL1

I1. C - Expenditures

Agency expenditures necessary to implement this legislation (or savings resulting from this legislation), with the provisions of the legislation that result
in the expenditures (or savings) identified by section number. Description of the factual basis of the assumptions and the method by which the
expenditure impact is derived. Explanation of how workload assumptions translate into cost estimates. Distinguished between one time and ongoing
functions.

Legal services associated with the enactment of this bill will begin on July 1, 2027.
Location of staffing is assumed to be in a non-King County office building.

Total workload impact in this request includes standard assumption costs for goods & services, travel, and capital outlays
for all FTE identified.

Agency administration support FTE are included in the tables. The Management Analyst 5 FTE (MA) is used as a
representative classification. An example ratio is for every 1.0 Assistant Attorney General FTE (AAG), the AGO includes

Cigarettes, nicotine/tax 100-Office of Attorney General
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0.5 Paralegal 1 FTE (PL1) and 0.4 MA.
1. Assumptions for the AGO Revenue Division’s (REV) Legal Services for the Department of Revenue (DOR):
The AGO will bill DOR for legal services based on the enactment of this bill.

This bill mostly clarifies the tax treatment of nicotine products. REV assumes DOR will need help reviewing rules that are
updated as a result of this bill, which would take approximately 10 AAG hours.

REV assumes that we will receive at least one court case involving the taxation of nicotine products in this bill. This case
should take approximately 70 AAG hours.

REV total workload hours:

FY 2026: 0 hours

FY 2027: 10 AAG hours

FY 2028: 70 AAG hours

FY 2029 and in each FY thereafter: 0 hours

REYV total non-King County workload impact:
FY 2026: $0

FY 2027: $3,000 for 0.1 AAG

FY 2028: $11,000 for 0.1 AAG

FY 2029 and in each FY thereafter: $0

2. Assumptions for the AGO Licensing & Administrative Law Division (LAL) Legal Services for the Liquor and Cannabis
Board (LCB):

The AGO will bill LCB for legal services based on the enactment of this bill.

LAL would provide advice on interpreting and implementing the legislation. LCB would be authorized to adopt rules to
implement the provisions of this bill. LAL would provide most rulemaking advice which would occur in FY 2027. It is
possible SB 6129 could be subject to challenge of the tax rate change; however, but those legal services would most likely
be provided by the DOR and included in AGO REV’s assumptions.

LAL total workload hours:

FY 2026: 0 hours

FY 2027: 80 AAG hours

FY 2028: 40 AAG hours

FY 2029: 10 AAG hours

FY 2030 and in each FY thereafter: 5 AAG hours

LAL total non-King County workload impact:
FY 2026: 0

FY 2027: $11,000 for 0.1 AAG

FY 2028: $6,000 for 0.1 AAG

FY 2029: $3,000 for 0.1 AAG

FY 2030 and in each FY thereafter: $0

3. Assumptions for the AGO Government Compliance & Enforcement Division (GCE) Legal Services for LCB:
The AGO will bill LCB for legal services based on the enactment of this bill.

SSB 6129, which would take effect July 1, 2027, would amend the definition and reference of “tobacco” products under
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chapter 86.26 RCW, to “nicotine” products, thereby broadening the definition to include vapor products. It would impose
a 95 percent tax on nicotine products. Beginning January 1, 2028, the bill would also impose a tax on cigarettes at a rate of
$0.09875 per cigarette.

LCB would be authorized to adopt rules to implement the provisions of the bill. GCE assumes that LAL would provide the
majority of rulemaking advice; however, GCE would be asked to review the new rule proposals. GCE assumes that
rulemaking would occur in FY 2027 and would generate five AAG hours of new work.

Sections 120 and 121 of the bill would authorize the seizure and forfeiture of nicotine products, for unauthorized
possession under the provisions of the bill. In each of FY 2028 and FY 2029, the LCB assumes it would receive six
additional formal hearing requests to the Office of Administrative Hearings (OAH) based on increased seizures. The
additional seizure hearings are based on anticipation that the new taxes that would be imposed under the bill would result
in more retailers buying nicotine products from uncertified or unlicensed sources. From FY 2030 to FY 2033, LCB
anticipates four additional formal hearings each FY based on seizures related to retailers’ purchase of nicotine products
from uncertified or unlicensed sources, or seizures related to unauthorized possession under the provisions of the bill.

GCE assumes we would utilize 40 AAG hours to litigate each seizure related hearing request and that we would utilize
Paralegal 2 FTE (PL2) services for administrative litigation at a ratio of one PL2 hour for three AAG hours. Therefore,
GCE assumes the administrative litigation of seizure appeals would generate the following new work:

FY 2028 240 AAG hours (six cases x 40 AAG hours) and 78 PL2 hours (six cases x13 PL2 hours),

FY 2029 240 AAG hours (six cases x 40 AAG hours) and 78 PL2 hours (six cases x 13 PL2 hours), and in

FY 2030 and each FY thereafter 160 AAG hours (four cases x 40 AAG hours) and 52 PL2 hours (four cases x 13 PL2
hours).

GCE further assumes that we would receive two new judicial reviews of product seizures, one in FY 2029 and one in FY
2030. GCE further assumes that these judicial reviews of product seizures would be certified to the Court of Appeals
(COA). Because of the more stringent requirements for litigation before COA, GCE assumes that each seizure related
judicial review would utilize an average of 120 AAG hours, for total of 120 AAG hours (one case x 120 AAG hours) of
new work in FY 2029 and 120 AAG hours in FY 2030.

GCE total workload hours:

FY 2026: 0 hours

FY 2027: 5 AAG hours

FY 2028: 240 AAG hours and 78 PL2 hours

FY 2029: 360 AAG hours and 78 PL2 hours

FY 2030: 280 AAG hours and 52 PL2 hours

FY 2031 and in each FY thereafter: 160 AAG hours and 52 PL2 hours

GCE total non-King County workload impact:

FY 2026 and FY 2027: $0

FY 2028: $44,000 for 0.1 AAG and 0.1 PL2

FY 2029: $65,000 for 0.2 AAG and 0.1 PL2

FY 2030: $50,000 for 0.2 AAG and 0.1 PL2

FY 2031 and in each FY thereafter: $31,000 for 0.1 AAG and 0.1 PL2

AGO total workload hours:

FY 2026: 0 hours

FY 2027: 95 AAG hours

FY 2028: 350 AAG hours and 78 PL2 hours

FY 2029: 370 AAG hours and 78 PL2 hours

FY 2030: 285 AAG hours and 52 PL2 hours

FY 2031 and in each FY thereafter: 165 AAG hours and 52 PL2 hours

Cigarettes, nicotine/tax 100-Office of Attorney General
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AGQO total workload impact:
FY 2026: $0

FY 2027: $14,000 for 0.1 AAG and 0.1 PL1

FY 2028: $61,000 for 0.2 AAG, 0.1 PL2 and 0.1 PL1
FY 2029: $68,000 for 0.3 AAG, 0.1 PL2 and 0.2 PL1
FY 2030: $50,000 for 0.2 AAG, 0.1 PL2 and 0.1 PL1
FY 2031 and in each FY thereafter: $31,000 for 0.1 AAG and 0.1 PL1

Part II1: Expenditure Detail
I1I. A - Operating Budget Expenditures

Account |Account Title Type FY 2026 FY 2027 2025-27 2027-29 2029-31
405-1 Legal Services State 0 14,000 14,000 129,000 81,000
Revolving Account
Total $ 0 14,000 14,000 129,000 81,000
I11. B - Expenditures by Object Or Purpose
FY 2026 FY 2027 2025-27 2027-29 2029-31
FTE Staff Years 0.3 0.2 0.6 0.5
A-Salaries and Wages 10,000 10,000 91,000 58,000
B-Employee Benefits 3,000 3,000 24,000 15,000
C-Professional Service Contracts
E-Goods and Other Services 1,000 1,000 14,000 8,000
G-Travel
J-Capital Outlays
M-Inter Agency/Fund Transfers
N-Grants, Benefits & Client Services
P-Debt Service
S-Interagency Reimbursements
T-Intra-Agency Reimbursements
9-
Total $ 0 14,000 14,000 129,000 81,000
III. C - Operating FTE Detail: List FTEs by classification and corresponding annual compensation. Totals need to agree with total FTEs in
Part I and Part 1114
Job Classification Salary FY 2026 FY 2027 2025-27 2027-29 2029-31
Assistant Attorney General 136,896 0.1 0.1 0.3 0.2
Management Analyst 5 98,040 0.1 0.1 0.1 0.1
Paralegal 1 73,284 0.1 0.1 0.2 0.1
Paralegal 2 80,820 0.1 0.1
Total FTEs 0.3 0.2 0.6 0.5
II1. D - Expenditures By Program (optional)
Program FY 2026 FY 2027 2025-27 2027-29 2029-31
Government Compliance & Enforcement 109,000 81,000
Division (GCE)
Licensing & Administrative Law Division 11,000 11,000 9,000
(LAL)
Revenue Division (REV) 3,000 3,000 11,000
Total $ 14,000 14,000 129,000 81,000
Part I'V: Capital Budget Impact
IV. A - Capital Budget Expenditures
NONE
Cigarettes, nicotine/tax 100-Office of Attorney General
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IV. B - Expenditures by Object Or Purpose
NONE

IV. C - Capital Budget Breakout

Acquisition and construction costs not reflected elsewhere on the fiscal note and description of potential financing methods.

NONE

IV. D - Capital FTE Detail: FTEs listed by classification and corresponding annual compensation. Totals agree with total FTEs in Part IVB.

NONE
Part V: New Rule Making Required

Provisions of the bill that require the agency to adopt new administrative rules or repeal/revise existing rules.

Cigarettes, nicotine/tax 100-Office of Attorney General
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Individual State Agency Fiscal Note

Bill Number: 6129 S SB Title:  Cigarettes, nicotine/tax Agency: 110-Office of Administrative
Hearings
Part I: Estimates
|:| No Fiscal Impact
Estimated Cash Receipts to:
ACCOUNT FY 2026 FY 2027 2025-27 2027-29 2029-31
Administrative Hearings Revolving 31,000 31,000 52,000 42,000
Account-State 484-1
Total $ 31,000 31,000 52,000 42,000
Estimated Operating Expenditures from:
FY 2026 FY 2027 2025-27 2027-29 2029-31
FTE Staff Years 0.0 0.1 0.1 0.1 0.1
Account
Administrative Hearings Revolving 0 31,000 31,000 52,000 42,000
Account-State 484-1
Total $ 0 31,000 31,000 52,000 42,000

Estimated Capital Budget Impact:

NONE

The cash receipts and expenditure estimates on this page represent the most likely fiscal impact. Factors impacting the precision of these estimates,
and alternate ranges (if appropriate), are explained in Part I1.

Check applicable boxes and follow corresponding instructions:

If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
form Parts I-V.

If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I).

| x|

Capital budget impact, complete Part IV.

Requires new rule making, complete Part V.

Legislative Contact:  Alia Kennedy Phone: 360-786-7405 Date: 02/23/2026
Agency Preparation:  Pete Boeckel Phone: 360-407-2730 Date: 02/24/2026
Agency Approval: Rob Cotton Phone: 360-407-2708 Date: 02/24/2026
OFM Review: Val Terre Phone: (360) 280-3073 Date: 03/02/2026
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Part II: Narrative Explanation

I1. A - Brief Description Of What The Measure Does That Has Fiscal Impact

Significant provisions of the bill and any related workload or policy assumptions that have revenue or expenditure impact on the responding agency
by section number.

Section 101 broadens the scope of enforcement from tobacco products to nicotine products. This includes products
derived from tobacco or created synthetically which is intended for human ingestion or absorption.

Section 101(11) amends the definition of ‘manufacturer’ from a manufacturer and seller of tobacco to a manufacturer and
seller of nicotine products. All other references to ‘tobacco products’ in the bill have been changed to ‘nicotine products’.
This change in definitions pulls ‘vap’ cartridge or other synthetic nicotine product manufactured into the same tax scheme
as historical manufactures.

Section 102 applies a 90% tax rate on all nicotine products and an additional 10% tax on all flavored nicotine products.
Section 201 separately defines ‘flavored cigarettes’.
Section 203 applies a tax of $.025 per flavored cigarette, in addition to the standard taxes on non-flavored cigarettes.

Section 119 did not change its RCW, so appeals will come to the Office of Administrative Hearings. The expansion of the
definitions will increase OAH workload.

I1. B - Cash receipts Impact

Cash receipts impact of the legislation on the responding agency with the cash receipts provisions identified by section number and when appropriate,
the detail of the revenue sources. Description of the factual basis of the assumptions and the method by which the cash receipts impact is derived.
Explanation of how workload assumptions translate into estimates. Distinguished between one time and ongoing functions.

As a central service agency, the Office of Administrative Hearings (OAH) bills referring agencies for its costs and collects
the revenue into the Administrative Hearings Revolving Account. Cash receipts are assumed to equal costs. OAH will bill
the Liquor & Cannabis Board for the costs related to this proposed legislation.

These cash receipts represent the OAH’s authority to bill and are not a direct appropriation to OAH. Appropriation
authority is necessary in OAH’s budget.

I1. C - Expenditures

Agency expenditures necessary to implement this legislation (or savings resulting from this legislation), with the provisions of the legislation that result
in the expenditures (or savings) identified by section number. Description of the factual basis of the assumptions and the method by which the
expenditure impact is derived. Explanation of how workload assumptions translate into cost estimates. Distinguished between one time and ongoing
functions.

The Liquor & Cannabis Board (LCB) estimates that the proposed legislation will result in new appeals being referred to
the Office of Administrative Hearings (OAH) per fiscal year beginning in FY 2027. LCB assumes:

FY 2027 & FY 2028: Six appeals
FY 2029 and in each FY thereafter: Four appeals.

On average, each appeal is expected to take approximately 20 hours of Line Administrative Law Judge (ALJ) time
including prehearing conferences, hearings, order writings, etc.

OAH Agency Workforce Assumptions:

(1) 1.0 Line ALJ will include cost and FTE for 0.15 Senior ALJ (SALJ), 0.15 Lead ALJ (LALJ), 0.6 Legal Assistant 2
(LA2) (Range 40 step L), and 0.25 administrative support represented as a Management Analyst 5 (MAS5) (Range 64 Step
L).

(2) ALJ salary is based on the ALJ collective bargaining agreement and assumed to be at step L. (Line ALJ-range 71,

Cigarettes, nicotine/tax 110-Office of Administrative Hearings
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Senior ALJ-range 76, Lead ALJ-range 73).
(3) Benefit rates were analyzed by job class and projected using the latest benefit information available.
(4) Goods and services, travel and on-going capital outlays were projected based on historical data for each of the job

classifications.

(5) Salary projections are based on the current FY 2026 salary tables.

Total workload impact:
FY 2026: No Fiscal Impact

FY 2027 & FY 2028: 0.09 ALJ and 0.05 LA2 at a rounded cost of $31,000 per FY.
FY 2029 and in each FY thereafter: 0.06 ALJ at a rounded cost of $21,000 per FY.

Legal services associated with the enactment of this bill will begin on July 1, 2027.

Part II1: Expenditure Detail
ITI. A - Operating Budget Expenditures

Account |Account Title Type FY 2026 FY 2027 2025-27 2027-29 2029-31
484-1 Administrative State 0 31,000 31,000 52,000 42,000
Hearings Revolving
Account
Total $ 0 31,000 31,000 52,000 42,000
I11. B - Expenditures by Object Or Purpose
FY 2026 FY 2027 2025-27 2027-29 2029-31
FTE Staff Years 0.1 0.1 0.1 0.1
A-Salaries and Wages 20,000 20,000 34,000 28,000
B-Employee Benefits 6,000 6,000 10,000 8,000
C-Professional Service Contracts
E-Goods and Other Services 5,000 5,000 8,000 6,000
G-Travel
J-Capital Outlays
M-Inter Agency/Fund Transfers
N-Grants, Benefits & Client Services
P-Debt Service
S-Interagency Reimbursements
T-Intra-Agency Reimbursements
9-
Total $ 0 31,000 31,000 52,000 42,000
III. C - Operating FTE Detail: List FTEs by classification and corresponding annual compensation. Totals need to agree with total FTEs in
Part I and Part 1114
Job Classification Salary FY 2026 FY 2027 2025-27 2027-29 2029-31
Administrative Law Judge 122,448 0.1 0.1 0.1 0.1
Legal Assistant 2 62,877 0.1 0.0 0.0
Total FTEs 0.1 0.1 0.1 0.1
I11. D - Expenditures By Program (optional)
Program FY 2026 FY 2027 2025-27 2027-29 2029-31
Regulatory & Education (REG) 31,000 31,000 52,000 42,000
Total $ 31,000 31,000 52,000 42,000
Part IV: Capital Budget Impact
IV. A - Capital Budget Expenditures
NONE
Cigarettes, nicotine/tax 110-Office of Administrative Hearings
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IV. B - Expenditures by Object Or Purpose
NONE

IV. C - Capital Budget Breakout

Acquisition and construction costs not reflected elsewhere on the fiscal note and description of potential financing methods.

NONE

IV. D - Capital FTE Detail: FTEs listed by classification and corresponding annual compensation. Totals agree with total FTEs in Part IVB.

NONE
Part V: New Rule Making Required

Provisions of the bill that require the agency to adopt new administrative rules or repeal/revise existing rules.

Cigarettes, nicotine/tax 110-Office of Administrative Hearings
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Department of Revenue Fiscal Note

Bill Number: 6129 S SB Title:  Cigarettes, nicotine/tax Agency: 140-Department of Revenue
Part I: Estimates
|:| No Fiscal Impact
Estimated Cash Receipts to:
Account FY 2026 FY 2027 2025-27 2027-29 2029-31
GF-STATE-State 310,000 310,000 (9,400,000) (9,700,000)
01 - Taxes 01 - Retail Sales Tax
GF-STATE-State 20,000 20,000 (700,000) (800,000)
01 - Taxes 05 - Bus and Occup Tax
GF-STATE-State 65,100,000 89,900,000
01 - Taxes 25 - Cigarette Tax
GF-STATE-State (5,720,000) (5,720,000) (28,800,000)| (30,300,000)
01 - Taxes 26 - Other Tobacco Tax
Andy Hill Cancer Research Endowment Fund 20,000,000 20,700,000
Match Transfer Account-State
01 - Taxes 26 - Other Tobacco Tax
Multimodal Transportation Account-State (200,000) (200,000)
01 - Taxes 01 - Retail Sales Tax
Youth Tobacco and Vapor Products Prevention 20,000,000 | 20,000,000
Account-State
01 - Taxes 25 - Cigarette Tax
Foundational Public Health Services 40,000,000 41,400,000
Account-State
01 - Taxes 26 - Other Tobacco Tax
Performance Audits of Government (22,000) (21,000)
Account-State
01 - Taxes 01 - Retail Sales Tax
Total $ (5,390,000) (5,390,000) 105.978.000 | 130,979,000
Estimated Expenditures from:
FY 2026 FY 2027 2025-27 2027-29 2029-31
FTE Staff Years 0.2 5.7 3.0 7.2 5.4
Account
GF-STATE-State 001-1 22,900 1,294,900 1,317,800 2,246,300 1,588,600
Total $ 22,900 1,294,900 1,317,800 2,246,300 1,588,600

Estimated Capital Budget Impact:
NONE
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The cash receipts and expenditure estimates on this page represent the most likely fiscal impact. Factors impacting the precision of these estimates,
and alternate ranges (if appropriate), are explained in Part I1.

Check applicable boxes and follow corresponding instructions:

X If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
— form Parts [-V.

If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I).

Capital budget impact, complete Part IV.

< ||

Requires new rule making, complete Part V.
Legislative Contact:  Alia Kennedy Phon&60-786-7405 Date: 02/23/2026
Agency Preparation: ~ Van Huynh Phon&60-534-1512 Date: 02/25/2026
Agency Approval: Marianne McIntosh Phon&60-534-1505 Date: 02/25/2026
OFM Review: Gwen Stamey Phong360) 790-1166 Date: 03/02/2026

Request # 6129-3-1
Form FN (Rev 1/00) 214,512.00 2 Bill # 6129 S SB

FNS062 Department of Revenue Fiscal Note



Part II: Narrative Explanation
I1. A - Brief Description Of What The Measure Does That Has Fiscal Impact

Significant provisions of the bill and any related workload or policy assumptions that have revenue or expenditure impact on the responding agency
by section number.

Note: This fiscal note reflects language in SSB 6129, 2026 Legislative Session.

COMPARISON OF SUBSTITUTE BILL WITH ORIGINAL BILL:

The substitute bill:

- Increases the proposed uniform nicotine tax rate from 90% to 95% of the taxable sales price of all nicotine products,
except cigarettes.

- Removes the proposed additional tax on flavored cigarettes and flavored nicotine products.

- Retroactively exempts from the OTP tax preexisting inventories of vapor products for which the Vapor Products milliliter
(mL) tax had already been paid prior to January 1, 2026.

- Exempts from the proposed nicotine tax in this bill preexisting inventories of nicotine products for which the current law
OTP tax has already been paid.

- Requires the first $10 million collected from the proposed additional tax on cigarettes to be deposited in the Youth
Tobacco and Vapor Products Prevention Account (YTVPPA).

CURRENT LAW:
Cigarette tax, other tobacco products (OTP) tax, and vapor products tax are in addition to all other taxes owed, including
but not limited to retail sales tax, use tax, and the business and occupation (B&O) tax.

CIGARETTES
The cigarette tax applies to the sale, use, consumption, handling, possession, or distribution of cigarettes in Washington.

The tax rate is $3.025/pack of 20 cigarettes.

OTHER TOBACCO PRODUCTS (OTP)

The OTP tax applies to the sale, use, consumption, handling or distribution of cigars, pipe tobacco, chewing tobacco, and
all other forms of tobacco or nicotine, except cigarettes. The tax also applies to vapor products containing nicotine. The tax
rate for:

- Cigars, except little cigars, is 95% of the taxable sales price, not to exceed $0.65 per cigar.

- Moist snuff, a consumer-sized can or package whose net weight is 1.2 ounces (or less), is the greater of $2.526 or 83.5%
of the cigarette tax (which is currently $3.025/pack of 20 cigarettes).

- Little cigars, per cigar equals the cigarette tax per cigarette, which is $0.15125.

- Vapor products containing nicotine, is 95% of the taxable sales price.

- Tobacco products whose tax rate is not specified, is 95% of the taxable sales price.

The General Fund receives all OTP taxes.

VAPOR PRODUCTS

The vapor products tax applies to the sale, use, consumption, handling, possession, or distribution of vapor products that
do not contain nicotine. The tax rates are for:

- An accessible container of a solution of more than 5 mL is $0.09/mL.

- All others are $0.27/mL.

The law distributes the taxes from vapor products that do not contain nicotine as follows:
- 50% into the Andy Hill Cancer Research Endowment Fund Match Transfer Account (Andy Hill Account).
- 50% into the Foundational Public Health Services Account (Public Health Account).
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PROPOSAL.:

CIGARETTES
This bill imposes an additional tax of $0.09875 per cigarette, or $1.975 per pack of 20 cigarettes. This results in a new
total tax rate of $5.00/pack of 20 cigarettes.

Beginning January 1, 2032, and every four years thereafter, the Department of Revenue (department) will adjust the tax
amount by multiplying the current amount by one plus the percentage by which the most current consumer price index
(CPI) available on October 1 of the current year exceeds the CPI for the prior 48-month period. If an adjustment would
reduce the applicable amount, the department may not adjust the applicable amount for use the next year. The department
will publish the new amount on its public website by December 31. The new amount calculated takes effect for taxes due
in January of the calendar year two years after the year of the calculation.

The first $10 million collected from this additional tax must be deposited in the YTVPPA. The General Fund receives any
remaining revenues.

OTHER TOBACCO PRODUCTS (OTP)
This bill replaces all OTP tax methods and rates with a uniform 95% tax on the taxable sales price of all products
containing nicotine, except cigarettes.

The General Fund will receive all the taxes from nicotine products, except for vapor product taxes, which the law
distributes as follows:

- 50% to the Andy Hill Account.

- 50% to the Public Health Account.

This distribution of funds continues each fiscal year until the Andy Hill Account receives $10 million. Then, the Public
Health Account receives any excess funds until its deposits reach $20 million each fiscal year. Any revenues from the tax
on vapor products not otherwise distributed to these two accounts must be deposited into the General Fund.

Beginning January 1, 2029, and each year thereafter, the department will adjust the distribution caps ($10 million and $20
million) by multiplying the current amount by one plus the percentage by which the most current CPI available on October
1 of the current year exceeds the CPI for the prior 12-month period. If an adjustment would reduce the applicable amounts,
the department may not adjust the applicable amounts for use the next year. The department must notify the State
Treasurer of the new amounts by December 31. The new amounts calculated apply to distributions made in the next fiscal
year.

This bill retroactively exempts from the OTP tax preexisting inventories of vapor products for which the Vapor Products
milliliter (mL) tax had already been paid prior to January 1, 2026.

The bill repeals the Vapor Products milliliter tax statute, so vapor products that do not contain nicotine are no longer
subject to the Vapor Products milliliter tax.

The bill authorizes the Governor to seek government-to-government consultations with federally recognized Indian Tribes
regarding the existing cigarette tax compacts and vapor product compacts.

“Nicotine analogue" is a substance:

Request # 6129-3-1
Form FN (Rev 1/00) 214,512.00 4 Bill # 6129 S SB

FNS062 Department of Revenue Fiscal Note



- The chemical structure of which is substantially similar to the chemical structure of nicotine; or which has, purports to
have, or is represented to have, an effect on the central nervous system that is similar to or greater than the effect on the
central nervous system of nicotine.

Factors relevant to determining whether a substance is a nicotine analogue include, but are not limited to, the marketing,
advertising, and labeling of the substance.

"Nicotine product" is any product, regardless of form, that contains nicotine or a nicotine analogue, whether derived from
tobacco or created synthetically, and is intended for human consumption or placement in the oral or nasal cavity or
absorption into the human body by any other means. The term does not include cigarettes or therapeutic nicotine cessation
products approved by the U.S. Food and Drug Administration as a drug, device, or combination product, as of December
31, 2025, as those terms are defined in the federal Food, Drug, and Cosmetic Act as it exists on January 1, 2027.

"Vapor product” is any noncombustible product containing a solution or other consumable substance, that contains
nicotine, which employs a mechanical heating element, battery, or electronic circuit regardless of shape or size that can be
used to produce vapor from the solution or other substance, including an electronic cigarette, electronic cigar, electronic
cigarillo, electronic pipe, or similar product or device. The term also includes any cartridge or other container of liquid
nicotine, solution, or other consumable substance containing nicotine, that is intended to be used with or in a device that
can be used to deliver aerosolized or vaporized nicotine to a person inhaling from the device and is sold for such purpose.
The term excludes:

- Any product becoming an ingredient or component in a vapor product manufactured by a distributor.

- Any product meeting the definition of cannabis, useable cannabis, cannabis concentrates, cannabis-infused products,
cigarette, or tobacco products.

- Therapeutic nicotine cessation products approved by the U.S. Food and Drug Administration as a drug, device, or

combination product, as of December 31, 2025, as those terms are defined in the federal Food, Drug, and Cosmetic Act, 21
U.S.C. Sec. 301 et seq., as it exists on January 1, 2027.

"Consumer price index" is the U.S. Bureau of Labor Statistics (or its successor agency) calculated consumer price index
for all urban consumers, all items, for the Seattle area.

EFFECTIVE DATE:
The bill takes effect 90 days after the final adjournment of the session.

The changes to the nicotine products tax take effect on July 1, 2027.
The changes to the cigarette tax take effect on January 1, 2028.

The provision retroactively exempting from the OTP tax preexisting inventories of vapor products for which the Vapor
Products mL tax had already been paid, takes effect immediately upon the governor’s approval. This provision applies
retroactively to January 1, 2026, as well as prospectively.

I1. B - Cash receipts Impact

Cash receipts impact of the legislation on the responding agency with the cash receipts provisions identified by section number and when appropriate,
the detail of the revenue sources. Description of the factual basis of the assumptions and the method by which the cash receipts impact is derived.
Explanation of how workload assumptions translate into estimates. Distinguished between one time and ongoing functions.

ASSUMPTIONS:

- Existing inventories, on average, are 1.3 months of vapor products and 1.5 months of tobacco products.

- No taxpayers will have paid the current law OTP tax on existing inventories of nicotine vapor products.

- Local revenue estimates use the statewide average local sales and use taxes rate of 3.01%.

- The department receives the taxes from monthly taxpayers the month after the business collects the sales tax from the
consumer. Most local tax distributions occur the month after the department receives sales and use taxes that businesses
collect. This leads to a one-month delay in revenue impacts for the state and a two-month delay in revenue impacts for

Request # 6129-3-1
Form FN (Rev 1/00) 214,512.00 5 Bill # 6129 S SB

FNS062 Department of Revenue Fiscal Note



local jurisdictions.

- Currently, Tribes with compacts receive a share of state sales and use taxes and certain business and occupation taxes
(RCW 43.06.523). Additionally, local governments may also receive a portion of state sales and use taxes. Under this
legislation, the amount of revenue shared with Tribes and local governments may change.

CIGARETTES:

- It is unclear how consumers will respond to this tax increase. As such, the revenue impacts shown may vary significantly
from actual collections.

- Independent of this bill, there has been a continuous decline in taxed sales of cigarettes in Washington. The decline
varies, but an annual decline of 3% to 6% is common.

- Currently, a pack of 20 cigarettes costs $12.13.

OTHER TOBACCO PRODUCTS (OTP):
- It is unclear how consumers will respond to this tax increase. Some high-value OTP products are imported exclusively
and are subject to tariffs. For these reasons, the revenue impacts shown may differ significantly from actual collections.

DATA SOURCES:

- Department of Revenue, Tobacco tax data

- Economic and Revenue Forecast Council, November 2025 forecast for tobacco
- U.S. Bureau of Labor Statistics

REVENUE ESTIMATES :

The decrease in state and local revenue in fiscal year 2026 is due to the provision that retroactively exempts from the OTP
tax preexisting inventories of vapor products for which the Vapor Products milliliter (mL) tax had already been paid prior
to January 1, 2026.

This bill increases state revenues by an estimated $37.090 million in fiscal year 2028, and by $68.888 million in fiscal
year 2029, the first full year of impacted collections.

The bill also decreases local revenues by an estimated $1.7 million in fiscal year 2028, and by $2.5 million in fiscal year
2029, the first full year of impacted collections.

TOTAL REVENUE IMPACT:

State Government (cash basis, $000):
FY2026- (§ 5,390)
FY 2027- $ 0
FY 2028 - $37,090
FY 2029 - § 68,888
FY 2030- $66,589
FY 2031- $64,390

Local Government, if applicable (cash basis, $000):
FY2026- § 140
FY2027- § 0
FY 2028 - ($ 1,700)
FY 2029 - ($2,500)
FY 2030- ($2,300)
FY 2031- ($2,900)
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I1. C - Expenditures

Agency expenditures necessary to implement this legislation (or savings resulting from this legislation), with the provisions of the legislation that result
in the expenditures (or savings) identified by section number. Description of the factual basis of the assumptions and the method by which the
expenditure impact is derived. Explanation of how workload assumptions translate into cost estimates. Distinguished between one time and ongoing
functions.

ASSUMPTIONS:
This bill affects 4,200 taxpayers.

FIRST YEAR COSTS:
The department will incur total costs of $22,900 in fiscal year 2026. These costs include:

Labor Costs — Time and effort equate to 0.18 FTE.
- Create a special notice and update relevant information on the department’s website.

SECOND YEAR COSTS:
The department will incur total costs of $1,294,900 in fiscal year 2027. These costs include:

Labor Costs — Time and effort equate to 5.74 FTEs.
- Test and verify computer systems to expire reporting line codes, create new line codes, and a cigarette floor stock
return.
- Update systems for new funding distributions.
- Create a special notice and update relevant information on the department’s website.
- Assist taxpayers with reporting questions, and responding to secure messages, correspondence, and phone calls.
- Engage in Tribal consultation.

Object Costs - $423,700.

- Contract computer system programming.

- Print and mail notices to taxpayers who do not file returns electronically.
- Travel expenses for meetings with tribes.

- Attorney General's Office

THIRD YEAR COSTS:
The department will incur total costs of $1,228,500 in fiscal year 2028. These costs include:

Labor Costs — Time and effort equate to 8.14 FTEs.

- Ongoing system changes and computer testing.

- Create a special notice and update relevant information on the department’s website.

- Answer phone calls at the telephone information center on tax questions and tax return preparation from businesses,

individuals, and accountants.

- Assist taxpayers with reporting questions, and responding to secure messages, correspondence, and phone calls.

- Resolve returns in error, work amended returns, refunds, and assessments.

- Examine accounts and make corrections as necessary.

- Respond to data requests and questions, compile statistics, create and maintain tax system models, and manage data.

- Additional accounting for new line codes.

- Hear additional administrative reviews that provide taxpayers with an informal, non-adversarial dispute resolution
process for the review of a disputed action by the department, such as an assessment of taxes, notice of taxes due, denial of
a refund request, or tax ruling.

- Engage in Tribal consultation.
- Amend three administrative rules.

Object Costs - $158,200.
- Print and mail notices to taxpayers who do not file returns electronically.
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- Travel expenses for meetings with tribes.
- Attorney General's Office

FOURTH YEAR COSTS:

The department will incur total costs of $1,017,800 in fiscal year 2029. These costs include:

Labor Costs — Time and effort equate to 6.3 FTEs.
- Resolve returns in error, work amended returns, refunds, and assessments.

- Examine accounts and make corrections as necessary.

- Respond to data requests and questions, compile statistics, create and maintain tax system models, and manage data.
- Additional accounting for new line codes.

- Hear additional administrative reviews.
- Engage in Tribal consultation.

Object Costs - $147,000.
- Travel expenses for meetings with tribes.

ONGOING COSTS:

Ongoing costs for the 2029-2031 biennium equal $1,588,600 and include similar activities described in the fourth-year

costs. Time and effort equate to 5.4 FTE.

Part I11: Expenditure Detail
I11. A - Expenditures by Object Or Purpose

FY 2026 FY 2027 2025-27 2027-29 2029-31

FTE Staff Years 0.2 5.7 3.0 7.2 5.4
A-Salaries and Wages 14,500 557,400 571,900 1,248,900 997,200
B-Employee Benefits 5,200 200,700 205,900 449,500 359,000
C-Professional Service Contracts 273,500 273,500
E-Goods and Other Services 2,500 93,900 96,400 226,500 160,400
G-Travel 147,000 147,000 294,000 62,000
J-Capital Outlays 700 22,400 23,100 27,400 10,000

Total $ $22,900 $1,294,900 $1,317,800 $2,246,300 $1,588,600
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IIL. B - Detail: FTEs listed by classification and corresponding annual compensation. Totals agree with total FTEs in Part I and Part ITIA.

Job Classification Salary FY 2026 FY 2027 2025-27 2027-29 2029-31

ADM ASST 5 63,246 0.4 0.2 0.4 0.4

EMS BAND 4 139,704 0.0

EMS BAND 5 163,205 0.2 0.1 0.2 0.2

EXCISE TAX EX 2 61,639 1.3 0.7

EXCISE TAX EX 3 67,992 0.2 0.1 0.7 0.3

EXCISE TAX EX 4 75,112 0.1 0.1 0.6

FISCAL ANALYST 4 69,747 0.1 0.1

IT BA-JOURNEY 97,570 1.0 0.5 0.1

IT B A-SR/SPEC 107,544 0.1 0.1

IT SYS ADM-JOURNEY 102,427 0.6 0.3

MGMT ANALYST4 80,822 0.4 0.2 0.4 0.5

TAX INFO SPEC 1 49,428 0.1

TAX POLICY SP 2 82,874 0.1 0.2 0.1 0.1

TAX POLICY SP 3 93,800 0.1 0.6 0.3 0.7 0.6

TAX POLICY SP 4 100,981 1.5 0.8 2.0 1.8

WMS BAND 2 100,662 0.0 0.0 0.0 0.0

WMS BAND 3 114,564 0.5 0.3 0.7 0.8
Total FTEs 0.2 5.7 3.0 7.2 54

I1I. C - Expenditures By Program (optional)
NONE

Part IV: Capital Budget Impact
IV. A - Capital Budget Expenditures

NONE

IV. B - Expenditures by Object Or Purpose
NONE

IV. C - Capital Budget Breakout

Acquisition and construction costs not reflected elsewhere on the fiscal note and description of potential financing methods.

NONE

Part V: New Rule Making Required

Provisions of the bill that require the agency to adopt new administrative rules or repeal/revise existing rules.

Should this legislation become law, the department will use the expedited process to amend:
- WAC 458-20-185, titled: "Tax on tobacco products."

- WAC 458-20-186, titled: “Tax on cigarettes.”

- WAC 458-20-243, titled: "Litter Tax.”

This rulemaking would affect taxpayers who have cigarette, tobacco, or vapor sales endorsement.
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Individual State Agency Fiscal Note

Bill Number: 6129 S SB Title:  Cigarettes, nicotine/tax Agency: 195-Liquor and Cannabis
Board

Part I: Estimates

|:| No Fiscal Impact

Estimated Cash Receipts to:

NONE

Estimated Operating Expenditures from:

FY 2026 FY 2027 2025-27 2027-29 2029-31
FTE Staff Years 0.0 3.0 1.5 2.5 2.0
Account
Liquor Revolving Account-State 0 643,077 643,077 944,865 745,492
501-1
Total $ 0 643,077 643,077 944 865 745,492

Estimated Capital Budget Impact:

NONE

The cash receipts and expenditure estimates on this page represent the most likely fiscal impact. Factors impacting the precision of these estimates,
and alternate ranges (if appropriate), are explained in Part I1.

Check applicable boxes and follow corresponding instructions:

X If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
— form Parts I-V.

If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I).

| | Capital budget impact, complete Part IV.

Requires new rule making, complete Part V.

Legislative Contact:  Alia Kennedy Phone: 360-786-7405 Date: 02/23/2026
Agency Preparation: ~ Scott Karpstein Phone: 3606641690 Date: 02/26/2026
Agency Approval: Hyejin Park Phone: 360-664-1701 Date: 02/26/2026
OFM Review: Val Terre Phone: (360) 280-3073 Date: 03/02/2026
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Part II: Narrative Explanation

I1. A - Brief Description Of What The Measure Does That Has Fiscal Impact

Significant provisions of the bill and any related workload or policy assumptions that have revenue or expenditure impact on the responding agency
by section number.

PART 1. Nicotine Product Taxation Sec. 101-104.
Updates definitions to replace older “tobacco” terms with broader “nicotine products”. The bill imposes a 90% tax on

taxable sales price of all nicotine products and adds a 10% tax on taxable sales price for all flavored nicotine products.

Sec. 106-119.

Expands licensing requirements for nicotine product distributors and retailers, including background checks, and enhances
recordkeeping and inspection authority for the Liquor & Cannabis Board. It also codifies penalties for noncompliance,
including license revocation or suspension and gross misdemeanor penalties for illegal distribution.

New Section. Sec. 409.

Sections 101 through 126 and 402 through 406 of this act take effect July 1, 2027. PART 2. Cigarette Tax

Sec. 201. (6) Updates and clarifies statutory definitions related to cigarettes, including flavored cigarettes, for purposes of
administering the cigarette tax.

Sec. 201. A new section is added to chapter §2.24

RCW to read as follows:23

(1) In addition to the tax imposed upon the sale, use, consumption, handling, possession, or distribution of cigarettes in
RCW 82.24.020 and 82.24.026, there is imposed a tax in an amount equal to $0.09875 per cigarette.

(2) Beginning January 1, 2032, and every four years thereafter, the department shall adjust the amount of the tax under
this section by multiplying the current amount by one plus the percentage by which the most current consumer price index
available on October 1st of the current year exceeds the consumer price index for the prior 48-month period.

(3) The first $10,000,000 collected under this section each fiscal year must be deposited in the youth tobacco and vapor
products prevention account created in RCW 70.155.120. Any additional revenue collected under this section must be
deposited into the state general fund.

Sec. 301.

The governor may delegate the authority to renegotiate 24 cigarette and vapor product tax contracts with federally
recognized Indian tribes to the department of revenue.

Cigarettes, nicotine/tax 195-Liquor and Cannabis Board
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Sec. 401. A new section is added to chapter 82.26

RCW to read as follows:30

(1) The tax under this chapter does not apply to preexisting inventories of vapor products for which tax was paid under
RCW 82.25.010 prior to January 1, 2026.

(2) For the purposes of this section:

(a) "Preexisting inventory" means an inventory of vapor products located in this state as of the effective date of this
section and Code Rev/CL:ajr 30 S-5302.2/26 2nd draftl held by a distributor or retailer for sale, handling, or distribution

in this state.

(b) "Vapor product" has the same meaning as defined in RCW
82.25.005.4

(3) This section expires July 1, 2027

New Section. Sec. 203.

Imposes an additional tax of $0.025 per flavored cigarette, in addition to existing cigarette taxes, with revenues deposited
into the state general fund.

I1. B - Cash receipts Impact

Cash receipts impact of the legislation on the responding agency with the cash receipts provisions identified by section number and when appropriate,
the detail of the revenue sources. Description of the factual basis of the assumptions and the method by which the cash receipts impact is derived.
Explanation of how workload assumptions translate into estimates. Distinguished between one time and ongoing functions.

No cash receipts impact. Nicotine product taxes are collected by the Department of Revenue (DOR). Any assessments by
the LCB are forwarded to DOR.

I1. C - Expenditures

Agency expenditures necessary to implement this legislation (or savings resulting from this legislation), with the provisions of the legislation that result
in the expenditures (or savings) identified by section number. Description of the factual basis of the assumptions and the method by which the
expenditure impact is derived. Explanation of how workload assumptions translate into cost estimates. Distinguished between one time and ongoing
functions.

Enforcement Division

The bill restructures tax rates by reducing the other tobacco products tax rate from 95 percent to 90 percent for nicotine
products, with an additional 10 percent tax applied to flavored products, and increases the cigarette tax by approximately
$2.00 per pack, plus an additional $0.50 per pack for flavored cigarettes. Increased cigarette, tobacco, and vapor taxes may
result in higher rates of untaxed and unlicensed sales, increasing complaint volume and enforcement workload. Additional
staffing resources would be required to address increased enforcement related to diversion and cigarette, tobacco, and
vapor product cases. Implementation may also raise equity and public perception concerns related to taxing flavored
products, as menthol is currently the only federally authorized cigarette flavor. To implement this, the division will need 3
LCB Enforcement Officers to support increased premises checks, education and outreach, complaint response,
administrative actions, premises visits, and audit activity. Additionally, the division estimates approximately 6 formal
hearing requests or appeals to the Office of Administrative Hearings (OAH) in each of the first two years, decreasing to an
estimated 4 per year thereafter and will require legal services from the Office of the Attorney General (ATG) for licensing
and enforcement actions litigation.

LCB’s Fiscal Impact by FY

Cigarettes, nicotine/tax 195-Liquor and Cannabis Board
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FY27

- 3.0 FTE LCB Enforcement Officer - $472,119/yr ($402,909 salary/benefits, $69,210 in associated costs). Onetime

costs in FY27 of $128,958 for equipment purchases.
FY28

- 3.0 FTE LCB Enforcement Officer - $472,119/yr ($402,909 salary/benefits, $69,210 in associated costs).

FY?29 and onward

- 2.0 FTE LCB Enforcement Officer - $314,746/yr ($268,606 salary/benefits, $46,140 in associated costs).

OAH’s Fiscal Impact by FY

FY27-28

- 0.09 ALJ and 0.05 LA2 at a rounded cost of $31,000 per FY.
FY29 and onward

- 0.06 ALJ at a rounded cost of $21,000 per FY.

ATG’s Fiscal Impact by FY

FY27

- 5AAG hours - $11,000

FY28

- 240 AAG hours (6 x40) and 78 PL hours (6 x 13) — $44,000

FY29

- 360 AAG hours (240 [6 x 40] + 120) and 78 PL hours (6 x 13) - $62,000
FY30

- 280 AAG hours (160 [4 x40]+ 120) and 52 PL hours (4 x 13) - $47,000
FY31

- 160 AAG hours (4 x 40) and 52 PL hours (4 x 13) - $27,000

Part II1: Expenditure Detail
I1I. A - Operating Budget Expenditures

Account |Account Title Type FY 2026 FY 2027 2025-27 2027-29 2029-31
501-1 Liquor Revolving  [State 0 643,077 643,077 944,865 745,492
Account
Total $ 0 643,077 643,077 944,865 745,492
II1. B - Expenditures by Object Or Purpose
FY 2026 FY 2027 2025-27 2027-29 2029-31

FTE Staff Years 3.0 1.5 25 2.0

A-Salaries and Wages 302,940 302,940 504,900 403,920

B-Employee Benefits 99,969 99,969 166,615 133,292

C-Professional Service Contracts

E-Goods and Other Services 128,988 128,988 205,350 153,880

G-Travel 39,450 39,450 63,000 50,400

J-Capital Outlays 71,730 71,730 5,000 4,000

M-Inter Agency/Fund Transfers

N-Grants, Benefits & Client Services

P-Debt Service

S-Interagency Reimbursements

T-Intra-Agency Reimbursements

9-

Total $ 0 643,077 643,077 944,865 745,492
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HI. C - Operating FTE Detail: List FTEs by classification and corresponding annual compensation. Totals need to agree with total FTEs in

Part I and Part 1114

Job Classification Salary FY 2026 FY 2027 2025-27 2027-29 2029-31
LCB Enforcement Officer 100,980 3.0 1.5 25 2.0
Total FTEs 3.0 1.5 25 2.0

II1. D - Expenditures By Program (optional)

Program FY 2026 FY 2027 2025-27 2027-29 2029-31
Enforcement (060) 643,077 643,077 944,865 745,492
Total $ 643,077 643,077 944,865 745,492

Part I'V: Capital Budget Impact

IV. A - Capital Budget Expenditures

NONE

IV. B - Expenditures by Object Or Purpose

NONE

IV. C - Capital Budget Breakout

Acquisition and construction costs not reflected elsewhere on the fiscal note and description of potential financing methods.

NONE

IV. D - Capital FTE Detail: FTEs listed by classification and corresponding annual compensation. Totals agree with total FTEs in Part IVB.

NONE

Part V: New Rule Making Required

Provisions of the bill that require the agency to adopt new administrative rules or repeal/revise existing rules.

Cigarettes, nicotine/tax
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Individual State Agency Fiscal Note

Bill Number: 6129 S SB Title:  Cigarettes, nicotine/tax

Agency: 303-Department of Health

Part I: Estimates
No Fiscal Impact

Estimated Cash Receipts to:

NONE

Estimated Operating Expenditures from:
NONE

Estimated Capital Budget Impact:

NONE

The cash receipts and expenditure estimates on this page represent the most likely fiscal impact. Factors impacting the precision of these estimates,

and alternate ranges (if appropriate), are explained in Part I1.

Check applicable boxes and follow corresponding instructions:

— form Parts I-V.

| | Capital budget impact, complete Part IV.

Requires new rule making, complete Part V.

If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note

If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I).

Legislative Contact:  Alia Kennedy Phone: 360-786-7405 Date: 02/23/2026
Agency Preparation: ~ Katherine Wolf Phone: 3602363000 Date: 02/26/2026
Agency Approval: Kristin Bettridge Phone: 3607911657 Date: 02/26/2026
OFM Review: Amy Hatfield Phone: (360) 280-7584 Date: 02/27/2026

Form FN (Rev 1/00) 214,257.00
FNS063 Individual State Agency Fiscal Note 1

Request # FN26-204-1

Bill # 6129 S SB




Part II: Narrative Explanation

I1. A - Brief Description Of What The Measure Does That Has Fiscal Impact

Significant provisions of the bill and any related workload or policy assumptions that have revenue or expenditure impact on the responding agency
by section number.

The substitute bill dedicates the first $10 million collected on the additional cigarette tax each fiscal year to the Youth
Tobacco and Vapor Products Prevention Account. The bill does not direct the Department of Health to take any action,
therefore No Fiscal Impact.

I1. B - Cash receipts Impact

Cash receipts impact of the legislation on the responding agency with the cash receipts provisions identified by section number and when appropriate,
the detail of the revenue sources. Description of the factual basis of the assumptions and the method by which the cash receipts impact is derived.
Explanation of how workload assumptions translate into estimates. Distinguished between one time and ongoing functions.

II. C - Expenditures

Agency expenditures necessary to implement this legislation (or savings resulting from this legislation), with the provisions of the legislation that result
in the expenditures (or savings) identified by section number. Description of the factual basis of the assumptions and the method by which the
expenditure impact is derived. Explanation of how workload assumptions translate into cost estimates. Distinguished between one time and ongoing
functions.

Part III: Expenditure Detail
I1I. A - Operating Budget Expenditures
NONE

I11. B - Expenditures by Object Or Purpose
NONE

II. C - Operating FTE Detail: FTEs listed by classification and corresponding annual compensation. Totals agree with total FTEs in Part I
and Part I11A.

NONE

I11. D - Expenditures By Program (optional)
NONE

Part I'V: Capital Budget Impact
IV. A - Capital Budget Expenditures
NONE

IV. B - Expenditures by Object Or Purpose
NONE

IV. C - Capital Budget Breakout

Acquisition and construction costs not reflected elsewhere on the fiscal note and description of potential financing methods.

NONE

IV. D - Capital FTE Detail: FTEs listed by classification and corresponding annual compensation. Totals agree with total FTEs in Part IVB.

NONE
Cigarettes, nicotine/tax 303-Department of Health
Form FN (Rev 1/00) 214,257.00 Request # FN26-204-1
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Part V: New Rule Making Required

Provisions of the bill that require the agency to adopt new administrative rules or repeal/revise existing rules.

Cigarettes, nicotine/tax 303-Department of Health
Form FN (Rev 1/00) 214,257.00 Request # FN26-204-1
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LOCAL GOVERNMENT FISCAL NOTE

Department of Commerce

Bill Number: 6129 S SB Title: Cigarettes, nicotine/tax

Part I: Jurisdiction-Location, type or status of political subdivision defines range of fiscal impacts.

Legislation Impacts:
Cities: decreased sales and use tax revenue

Counties: decreased sales and use tax revenue
Special Districts: decreased sales and use tax revenue
|:| Specific jurisdictions only:

|:| Variance occurs due to:

Part II: Estimates

|:| No fiscal impacts.

|:| Expenditures represent one-time costs:

|:| Legislation provides local option:
|:| Key variables cannot be estimated with certainty at this time:

Estimated revenue impacts to:

Jurisdiction FY 2026 FY 2027 2025-27 2027-29 2029-31
City 41,620 41,620 (1,248,608) (1,545,895)
County 52,508 52,508 (1,575,242) (1,950,301)
Special District 44,472 44,472 (1,334,150) (1,651,804)
TOTAL $ 138,600 138,600 (4,158,000) (5,148,000)
GRAND TOTAL $ (9,167,400)
Estimated expenditure impacts to:
None
Part II1: Preparation and Approval
Fiscal Note Analyst: Angie Hong Phone: 360-725-5041 Date:  03/03/2026
Leg. Committee Contact: Alia Kennedy Phone: 360-786-7405 Date:  02/23/2026
Agency Approval: Jordan Laramie Phone: 360-725-5044 Date:  03/03/2026
OFM Review: Val Terre Phone: (360) 280-3073 Date:  03/04/2026
Page 1 of 3 Bill Number: 6129 S SB
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Part I'V: Analysis
A. SUMMARY OF BILL

Description of the bill with an emphasis on how it impacts local government.

This fiscal note reflects language in SSB 6129, 2026 Legislative Session.

CHANGES TO THIS BILL VERSION

The substitute bill:

- Retroactively exempts from the OTP tax preexisting inventories of vapor products for which the Vapor Products
milliliter (mL) tax had already been paid prior to January 1, 2026,

- Exempts from the proposed nicotine tax in this bill preexisting inventories of nicotine products for which the current
law OTP tax has already been paid,

among other state program/fund changes.

SUMMARY OF CURRENT BILL VERSION
This bill imposes additional state sales taxes on cigarettes and other tobacco products.

This bill retroactively exempts from the OTP tax preexisting inventories of vapor products for which the Vapor Products
milliliter (mL) tax had already been paid prior to January 1, 2026.

B. SUMMARY OF EXPENDITURE IMPACTS

Expenditure impacts of the legislation on local governments with the expenditure provisions identified by section number and when
appropriate, the detail of expenditures. Delineated between city, county and special district impacts.

CHANGES FROM PREVIOUS BILL VERSION
This substitute bill does not alter the previous analysis of local expenditure impacts.

SUMMARY OF CURRENT BILL'S LOCAL EXPENDITURE IMPACTS
This bill does not impact local government expenditures.

C. SUMMARY OF REVENUE IMPACTS

Revenue impacts of the legislation on local governments, with the revenue provisions identified by section number, and when appropriate,
the detail of revenue sources. Delineated between city, county and special district impacts.

CHANGES FROM PREVIOUS BILL VERSION
The retroactive exemption change alters the previous analysis with a decrease in revenue.

SUMMARY OF CURRENT BILL VERSION'S LOCAL REVENUE IMPACTS

According to the Dept. of Revenue, the decrease in local government revenue is due to the provision that retroactively
exempts from the OTP tax preexisting inventories of vapor products for which the Vapor Products milliliter (mL) tax had
already been paid prior to January 1, 2026.

The bill decreases local revenues by an estimated $1.7 million in fiscal year 2028, and by $2.5 million in fiscal year
2029, the first full year of impacted collections.

COUNTIES
FY 2026  $52,508
FY 2027  $-

FY 2028  $(637,598)
FY 2029  $(937,644)
FY 2030  $(862,633)
FY 2031  $(1,087,668)

CITIES

Page 2 of 3 Bill Number: 6129 S SB
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FY 2026  $41,620
FY 2027 §-

FY 2028  $(505,389)
FY 2029  $(743,219)
FY 2030  $(683,761)
FY 2031  $(862,134)

SPECIAL DISTRICTS
FY 2026  $44,472
FY 2027  $-

FY 2028  $(540,013)
FY 2029  $(794,137)
FY 2030  $(730,606)
FY 2031  $(921,198)

METHODOLOGY

The distributions in this note for cities, counties, and special districts are based on DOR data for local sales and use tax
distributions from Calendar Year 2024. Distributions in 2024 were 37.88 percent to counties, 30.03 percent to cities, and
32.09 percent to special districts. A one percent DOR administrative fee has been deducted from the total.

SOURCES
Department of Revenue Fiscal Note
Department of Revenue Local Tax Distributions
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Multiple Agency Ten-Year Analysis Summary

Bill Number
6129 S SB

Title

Cigarettes, nicotine/tax

This ten-year analysis is limited to the estimated cash receipts associated with the proposed tax or fee increases.

Estimated Cash Receipts

Fiscal Year| Fiscal Year| Fiscal Year | Fiscal Year| Fiscal Year | Fiscal Year | Fiscal Year| Fiscal Year| Fiscal Year| Fiscal Year| 2026-35

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 TOTAL
Office of Attorney General 0 0 0 0 0 0 0 0 0 0 0
Office of Administrative Hearings 0 0 0 0 0 0 0 0 0 0 0
Department of Revenue -5,390,000 0| 37,090,000 68,888,000| 66,589,000| 64,390,000| 64,390,000| 64,891,000 62,891,000| 60,592,000 484,331,000
Liquor and Cannabis Board 0 0 0 0 0 0 0 0 0 0 0
Department of Health 0 0 0 0 0 0 0 0 0 0 0
Total| -5,390,000 0| 37,090,000 68,888,000| 66,589,000( 64,390,000( 64,390,000 64,891,000| 62,891,000( 60,592,000 (484,331,000

FNS067 Multiple Agency Ten-Year Analysis Summary




Ten-Year Analysis

Bill Number
6129 S SB

Title

Cigarettes, nicotine/tax

Agency
100 Office of Attorney General

This ten-year analysis is limited to agency estimated cash receipts associated with the proposed tax or fee increases. The Office of Financial Management
ten-year projection can be found at http://www.ofm.wa.gov/tax/default.asp .

Estimates

X'| No Cash Receipts

Partially Indeterminate Cash Receipts

Indeterminate Cash Receipts

Name of Tax or Fee Acct

Agency Preparation: Cassandra Jones Phone: 360-709-6028 Date: 2/26/2026 4:15:31 pnr
Agency Approval: Leah Snow Phone: 360-968-4620 Date: 2/26/2026 4:15:31 prr
OFM Review: Phone: Date:
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Ten-Year Analysis

Bill Number
6129 S SB

Title

Cigarettes, nicotine/tax

Agency

110 Office of Administrative Hearings

This ten-year analysis is limited to agency estimated cash receipts associated with the proposed tax or fee increases. The Office of Financial Management
ten-year projection can be found at http://www.ofm.wa.gov/tax/default.asp .

Estimates

X'| No Cash Receipts

Partially Indeterminate Cash Receipts

Indeterminate Cash Receipts

Name of Tax or Fee Acct

Agency Preparation: Pete Boeckel Phone: 360-407-2730 Date: 2/24/2026 1:45:15 prr
Agency Approval: Rob Cotton Phone: 360-407-2708 Date: 2/24/2026 1:45:15 pmr
OFM Review: Phone: Date:

FNSO066 Ten-Year Analysis




Ten-Year Analysis

Bill Number
6129 S SB

Title

Cigarettes, nicotine/tax

Agency

140 Department of Revenue

This ten-year analysis is limited to agency estimated cash receipts associated with the proposed tax or fee increases. The Office of Financial Management
ten-year projection can be found at http://www.ofm.wa.gov/tax/default.asp .

Estimates
No Cash Receipts Partially Indeterminate Cash Receipts Indeterminate Cash Receipts
Estimated Cash Receipts
Name of Tax or Fee Acct Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal 2026-35
Code | Year 2026 Year 2027 Year 2028 | Year 2029 Year 2030 Year 2031 | Year 2032 Year 2033 | Year 2034 | Year 2035 TOTAL

Businei_sar:d 001 20,000 (300,000) (400,000 (400,000)|  (400,000) (300,000)]  (300,000)] (300,000)] (300,000)] (2,680,000)

occupation tax

Cigarette tax 001 16,300,000 ( 48,800,000| 46,200,000 | 43,700,000| 43,400,000 43,800,000 41,400,000 39,000,000 322,600,000

Cigarette tax 235 10,000,000 10,000,000| 10,000,000 | 10,000,000| 10,000,000 10,000,000 10,000,000 10,000,000 80,000,000

Total Cigarette tax 26,300,000 58,800,000| 56,200,000 [ 53,700,000 53,400,000 53,800,000 51,400,000 | 49,000,000| 402,600,000

?thertobaccoproducts oot | (5,720,000) (14,700,000)] (14,100,000) (14,800,000)|(15,500,000) (16,300,000)|(17,100,000)|(17,800,000)(18,700,000)| (134,720,000)

ax

?thertobaccomoducts 19v 10,000,000 10,000,000| 10,200,000 | 10,500,000| 10,700,000 10,900,000 11,200,000 11,500,000 85,000,000

ax

?thertobaccoproducts 24B 20,000,000 20,000,000{ 20,500,000 | 20,900,000 21,400,000 21,900,000 | 22,400,000 | 22,900,000| 170,000,000

ax

Total Other tobacco (5,720,000) 15,300,000 15,900,000 15,900,000 | 15,900,000 15,800,000 15,700,000 | 15,800,000 | 15,700,000 [ 120,280,000

products tax

Retail sales tax 001 310,000 (4,100,000)  (5,300,000) (5,000,000)| (4,700,000) (4,400,000) (4,200,000) (3,900,000) (3,700,000) (34,990,000)

Retail sales tax 218 (100,000) (100,000 (100,000)|  (100,000) (100,000)]  (100,000)]  (100,000)]  (100,000) (800,000)

Retail sales tax 553 (10,000) (12,000 (11,000) (10,000) (10,000) (9,000) (9,000) (8,000) (79,000)

Total Retail sales tax 310,000 (4,210,000) (5,412,000) (5,111,000)| (4,810,000) (4,510,000) (4,309,000)| (4,009,000)| (3,808,000) (35,869,000)
Total (5,390,000) 37,090,000| 68,888,000 66,589,000 64,390,000| 64,390,000 | 64,891,000 | 62,891,000 | 60,592,000 | 484,331,000
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Ten-Year Analysis

Bill Number Title Agency
6129 S SB Cigarettes, nicotine/tax 140 Department of Revenue

This ten-year analysis is limited to agency estimated cash receipts associated with the proposed tax or fee increases. The Office of Financial Management
ten-year projection can be found at http://www.ofm.wa.gov/tax/default.asp .

Estimates

No Cash Receipts Partially Indeterminate Cash Receipts Indeterminate Cash Receipts

Estimated Cash Receipts

Name of Tax or Fee Acct Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal 2026-35
Code| Year 202 Year 2024 __Year 2028 | Year 2029 Year 2030 Year 2031 | Year 2032 Year 2033 | Year 2034 | Year 2035 TOTAL

Biennial Totals (5,390,000) 105,978,000 130,979,000 129,281,000 123,483,000 484,331,000

Narrative Explanation (Required for Indeterminate Cash Receipts)

Note: This fiscal note reflects language in SSB 6129, 2026 Legislative Session.

COMPARISON OF SUBSTITUTE BILL WITH ORIGINAL BILL:

The substitute bill:

- Increases the proposed uniform nicotine tax rate from 90% to 95% of the taxable sales price of all nicotine products, except cigarettes.

- Removes the proposed additional tax on flavored cigarettes and flavored nicotine products.

- Retroactively exempts from the OTP tax preexisting inventories of vapor products for which the Vapor Products milliliter (mL) tax had already been paid prior to January
1, 2026.

- Exempts from the proposed nicotine tax in this bill preexisting inventories of nicotine products for which the current law OTP tax has already been paid.

- Requires the first $10 million collected from the proposed additional tax on cigarettes to be deposited in the Youth Tobacco and Vapor Products Prevention Account
(YTVPPA).

CURRENT LAW:
Cigarette tax, other tobacco products (OTP) tax, and vapor products tax are in addition to all other taxes owed, including but not limited to retail sales tax, use tax, and
the business and occupation (B&O) tax.

CIGARETTES
The cigarette tax applies to the sale, use, consumption, handling, possession, or distribution of cigarettes in Washington.

The tax rate is $3.025/pack of 20 cigarettes.

FNSO066 Ten-Year Analysis 2



B Ten-Year Analysis
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Bill Number Title Agency
6129 S SB Cigarettes, nicotine/tax 140 Department of Revenue

This ten-year analysis is limited to agency estimated cash receipts associated with the proposed tax or fee increases. The Office of Financial Management
ten-year projection can be found at http://www.ofm.wa.gov/tax/default.asp .

Narrative Explanation (Required for Indeterminate Cash Receipts)

OTHER TOBACCO PRODUCTS (OTP)

The OTP tax applies to the sale, use, consumption, handling or distribution of cigars, pipe tobacco, chewing tobacco, and all other forms of tobacco or nicotine, except
cigarettes. The tax also applies to vapor products containing nicotine. The tax rate for:

- Cigars, except little cigars, is 95% of the taxable sales price, not to exceed $0.65 per cigar.

- Moist snuff, a consumer-sized can or package whose net weight is 1.2 ounces (or less), is the greater of $2.526 or 83.5% of the cigarette tax (which is currently
$3.025/pack of 20 cigarettes).

- Little cigars, per cigar equals the cigarette tax per cigarette, which is $0.15125.

- Vapor products containing nicotine, is 95% of the taxable sales price.

- Tobacco products whose tax rate is not specified, is 95% of the taxable sales price.

The General Fund receives all OTP taxes.

VAPOR PRODUCTS

The vapor products tax applies to the sale, use, consumption, handling, possession, or distribution of vapor products that do not contain nicotine. The tax rates are for:
- An accessible container of a solution of more than 5 mL is $0.09/mL.

- All others are $0.27/mL.

The law distributes the taxes from vapor products that do not contain nicotine as follows:
- 50% into the Andy Hill Cancer Research Endowment Fund Match Transfer Account (Andy Hill Account).
- 50% into the Foundational Public Health Services Account (Public Health Account).

PROPOSAL:

CIGARETTES
This bill imposes an additional tax of $0.09875 per cigarette, or $1.975 per pack of 20 cigarettes. This results in a new total tax rate of $5.00/pack of 20 cigarettes.

Beginning January 1, 2032, and every four years thereafter, the Department of Revenue (department) will adjust the tax amount by multiplying the current amount by one
plus the percentage by which the most current consumer price index (CPI) available on October 1 of the current year exceeds the CPI for the prior 48-month period. If an
adjustment would reduce the applicable amount, the department may not adjust the applicable amount for use the next year. The department will publish the new amount
on its public website by December 31. The new amount calculated takes effect for taxes due in January of the calendar year two years after the year of the calculation.

The first $10 million collected from this additional tax must be deposited in the YTVPPA. The General Fund receives any remaining revenues.

FNSO066 Ten-Year Analysis 3



Ten-Year Analysis
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Bill Number Title Agency

6129 S SB Cigarettes, nicotine/tax 140 Department of Revenue

This ten-year analysis is limited to agency estimated cash receipts associated with the proposed tax or fee increases. The Office of Financial Management
ten-year projection can be found at http://www.ofm.wa.gov/tax/default.asp .

Narrative Explanation (Required for Indeterminate Cash Receipts)

OTHER TOBACCO PRODUCTS (OTP)
This bill replaces all OTP tax methods and rates with a uniform 95% tax on the taxable sales price of all products containing nicotine, except cigarettes.

The General Fund will receive all the taxes from nicotine products, except for vapor product taxes, which the law distributes as follows:
- 50% to the Andy Hill Account.
- 50% to the Public Health Account.

This distribution of funds continues each fiscal year until the Andy Hill Account receives $10 million. Then, the Public Health Account receives any excess funds until its
deposits reach $20 million each fiscal year. Any revenues from the tax on vapor products not otherwise distributed to these two accounts must be deposited into the
General Fund.

Beginning January 1, 2029, and each year thereafter, the department will adjust the distribution caps ($10 million and $20 million) by multiplying the current amount by
one plus the percentage by which the most current CPI available on October 1 of the current year exceeds the CPI for the prior 12-month period. If an adjustment would
reduce the applicable amounts, the department may not adjust the applicable amounts for use the next year. The department must notify the State Treasurer of the new
amounts by December 31. The new amounts calculated apply to distributions made in the next fiscal year.

This bill retroactively exempts from the OTP tax preexisting inventories of vapor products for which the Vapor Products milliliter (mL) tax had already been paid prior to
January 1, 2026.

The bill repeals the Vapor Products milliliter tax statute, so vapor products that do not contain nicotine are no longer subject to the Vapor Products milliliter tax.

The bill authorizes the Governor to seek government-to-government consultations with federally recognized Indian Tribes regarding the existing cigarette tax compacts
and vapor product compacts.

“Nicotine analogue" is a substance:
- The chemical structure of which is substantially similar to the chemical structure of nicotine; or which has, purports to have, or is represented to have, an effect on the
central nervous system that is similar to or greater than the effect on the central nervous system of nicotine.

Factors relevant to determining whether a substance is a nicotine analogue include, but are not limited to, the marketing, advertising, and labeling of the substance.

"Nicotine product" is any product, regardless of form, that contains nicotine or a nicotine analogue, whether derived from tobacco or created synthetically, and is intended

FNS066 Ten-Year Analysis 4



Ten-Year Analysis
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Bill Number Title Agency
6129 S SB Cigarettes, nicotine/tax 140 Department of Revenue

This ten-year analysis is limited to agency estimated cash receipts associated with the proposed tax or fee increases. The Office of Financial Management
ten-year projection can be found at http://www.ofm.wa.gov/tax/default.asp .

Narrative Explanation (Required for Indeterminate Cash Receipts)

for human consumption or placement in the oral or nasal cavity or absorption into the human body by any other means. The term does not include cigarettes or
therapeutic nicotine cessation products approved by the U.S. Food and Drug Administration as a drug, device, or combination product, as of December 31, 2025, as
those terms are defined in the federal Food, Drug, and Cosmetic Act as it exists on January 1, 2027.

"Vapor product" is any noncombustible product containing a solution or other consumable substance, that contains nicotine, which employs a mechanical heating
element, battery, or electronic circuit regardless of shape or size that can be used to produce vapor from the solution or other substance, including an electronic cigarette
electronic cigar, electronic cigarillo, electronic pipe, or similar product or device. The term also includes any cartridge or other container of liquid nicotine, solution, or othe
consumable substance containing nicotine, that is intended to be used with or in a device that can be used to deliver aerosolized or vaporized nicotine to a person
inhaling from the device and is sold for such purpose. The term excludes:

- Any product becoming an ingredient or component in a vapor product manufactured by a distributor.

- Any product meeting the definition of cannabis, useable cannabis, cannabis concentrates, cannabis-infused products, cigarette, or tobacco products.

- Therapeutic nicotine cessation products approved by the U.S. Food and Drug Administration as a drug, device, or combination product, as of December 31, 2025,
as those terms are defined in the federal Food, Drug, and Cosmetic Act, 21 U.S.C. Sec. 301 et seq., as it exists on January 1, 2027.

"Consumer price index" is the U.S. Bureau of Labor Statistics (or its successor agency) calculated consumer price index for all urban consumers, all items, for the Seattle
area.

EFFECTIVE DATE:
The bill takes effect 90 days after the final adjournment of the session.

The changes to the nicotine products tax take effect on July 1, 2027.
The changes to the cigarette tax take effect on January 1, 2028.

The provision retroactively exempting from the OTP tax preexisting inventories of vapor products for which the Vapor Products mL tax had already been paid, takes effect
immediately upon the governor’s approval. This provision applies retroactively to January 1, 2026, as well as prospectively.

ASSUMPTIONS:

- Existing inventories, on average, are 1.3 months of vapor products and 1.5 months of tobacco products.

- No taxpayers will have paid the current law OTP tax on existing inventories of nicotine vapor products.

- Local revenue estimates use the statewide average local sales and use taxes rate of 3.01%.

- The department receives the taxes from monthly taxpayers the month after the business collects the sales tax from the consumer. Most local tax distributions occur the

FNSO066 Ten-Year Analysis 5



B Ten-Year Analysis
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Bill Number Title Agency
6129 S SB Cigarettes, nicotine/tax 140 Department of Revenue

This ten-year analysis is limited to agency estimated cash receipts associated with the proposed tax or fee increases. The Office of Financial Management
ten-year projection can be found at http://www.ofm.wa.gov/tax/default.asp .

Narrative Explanation (Required for Indeterminate Cash Receipts)

month after the department receives sales and use taxes that businesses collect. This leads to a one-month delay in revenue impacts for the state and a two-month delay
in revenue impacts for local jurisdictions.

- Currently, Tribes with compacts receive a share of state sales and use taxes and certain business and occupation taxes (RCW 43.06.523). Additionally, local
governments may also receive a portion of state sales and use taxes. Under this legislation, the amount of revenue shared with Tribes and local governments may
change.

CIGARETTES:

- It is unclear how consumers will respond to this tax increase. As such, the revenue impacts shown may vary significantly from actual collections.

- Independent of this bill, there has been a continuous decline in taxed sales of cigarettes in Washington. The decline varies, but an annual decline of 3% to 6% is
common.

- Currently, a pack of 20 cigarettes costs $12.13.

OTHER TOBACCO PRODUCTS (OTP):
- It is unclear how consumers will respond to this tax increase. Some high-value OTP products are imported exclusively and are subject to tariffs. For these reasons, the
revenue impacts shown may differ significantly from actual collections.

DATA SOURCES:

- Department of Revenue, Tobacco tax data

- Economic and Revenue Forecast Council, November 2025 forecast for tobacco
- U.S. Bureau of Labor Statistics

REVENUE ESTIMATES :

The decrease in state and local revenue in fiscal year 2026 is due to the provision that retroactively exempts from the OTP tax preexisting inventories of vapor products
for which the Vapor Products milliliter (mL) tax had already been paid prior to January 1, 2026.

This bill increases state revenues by an estimated $37.090 million in fiscal year 2028, and by $68.888 million in fiscal year 2029, the first full year of impacted collections.
The bill also decreases local revenues by an estimated $1.7 million in fiscal year 2028, and by $2.5 million in fiscal year 2029, the first full year of impacted collections.

TOTAL REVENUE IMPACT:

State Government (cash basis, $000):

FNSO066 Ten-Year Analysis 6



Ten-Year Analysis

Bill Number Title Agency
6129 S SB Cigarettes, nicotine/tax 140 Department of Revenue

This ten-year analysis is limited to agency estimated cash receipts associated with the proposed tax or fee increases. The Office of Financial Management
ten-year projection can be found at http://www.ofm.wa.gov/tax/default.asp .

Narrative Explanation (Required for Indeterminate Cash Receipts)

FY 2026 - (5 5,390)
FY2027- $ O
FY 2028 -  $ 37,090
FY 2029- $68,888
FY 2030- $ 66,589
FY 2031-  $64,390

Local Government, if applicable (cash basis, $000):
FyY2026- $ 140
FY2027- $ 0
FY 2028 - ($ 1,700)
FY 2029 - ($2,500)
FY 2030 - ($2,300)
FY 2031 - ($2,900)

Agency Preparation: Van Huynh Phone: 360-534-1512 Date: 2/25/2026 8:01:07 pnr
Agency Approval: Marianne Mclntosh Phone: 360-534-1505 Date: 2/25/2026 8:01:07 prr
OFM Review: Phone: Date:
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Ten-Year Analysis

Bill Number
6129 S SB

Title

Cigarettes, nicotine/tax

Agency
195 Liquor and Cannabis Board

This ten-year analysis is limited to agency estimated cash receipts associated with the proposed tax or fee increases. The Office of Financial Management
ten-year projection can be found at http://www.ofm.wa.gov/tax/default.asp .

Estimates

X'| No Cash Receipts

Partially Indeterminate Cash Receipts

Indeterminate Cash Receipts

Name of Tax or Fee Acct

Agency Preparation: Scott Karpstein Phone: 3606641690 Date: 2/26/2026 5:24:20 pnr
Agency Approval: Hyejin Park Phone: 360-664-1701 Date: 2/26/2026 5:24:20 prr
OFM Review: Phone: Date:
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Ten-Year Analysis

Bill Number
6129 S SB

Title

Cigarettes, nicotine/tax

Agency
303 Department of Health

This ten-year analysis is limited to agency estimated cash receipts associated with the proposed tax or fee increases. The Office of Financial Management
ten-year projection can be found at http://www.ofm.wa.gov/tax/default.asp .

Estimates

X'| No Cash Receipts

Partially Indeterminate Cash Receipts

Indeterminate Cash Receipts

Name of Tax or Fee Acct

Agency Preparation: Katherine Wolf Phone: 3602363000 Date: 2/26/2026 3:51:33 prr
Agency Approval: Kristin Bettridge Phone: 3607911657 Date: 2/26/2026 3:51:33 prr
OFM Review: Phone: Date:
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