OFFICE OF THE ATTORNEY GENERAL
STATE OF ILLINOIS

Lisa Madigan

ATTORNEY GENERAL

September 20, 2016

To:  All Distributors of Cigarettes

As you know, the Tobacco Product Manufacturers’ Escrow Enforcement Act of 2003
provides that the only cigarettes which can be stamped and sold in Illinois are those
manufactured by (1) MSA Participating Manufacturers, or (2) Compliant Non-participating
Manufacturers. The stamping and sale of all other products is prohibited and may result in
the suspension or revocation of a distributor’s license.

Although several of the Escrow Enforcement Act provisions include requirements for
Tobacco Product Manufacturers, Section 25 of the Act includes reporting requirements for
distributors and provides that quarterly reports be filed not later than 20 days after the end of
each calendar quarter. The Attorney General Rules require that the distributor provide the
name and address of the non-participating manufacturer (column d), name and address of
person from whom the brand was purchased (column e) and the name and address of the first
importer or first purchaser of each brand (column f). Beginning June 30, 2004, the Illinois
Directory of Compliant NPMs and the Illinois Directory of Participating
Manufacturers are effective and in order to be lawfully sold in Illinois, both the
manufacturer and the brand family must appear together on one of the Directories.
Effective January 1, 2008 the Fire Safety Standard Act (425 ILCS 8/1 ef seq.) requires
that only brand styles certified and approved by the Fire Marshal may be sold in
Illinois.

Distributors are required to fill out the enclosed form, “Distributor Quarterly Report of Sales
of Non-Participating Manufacturers’ Brands,” and file it with our Office. This report is to
include both cigarettes and “roll-your-own” product manufactured by manufacturers
not participating in the MSA. If computer reports are attached to the quarterly report, the

500 South Second Street, Springfield, Illinois 62706 ¢ (217) 782-1090 * TTY: (877) 844-5461 * Fax: (217) 782-7046
100 West Randolph Street, Chicago, Illinois 60601 * (312)814-3000 * TTY: (800)964-3013 * Fax: (312) 8§14-3806
601 South University Avenue, Suite 102, Carbondale, Illinois 62901 * (618) 529-6400 * TTY: (877)675-9339 » Fax:(618) 529-6416 -<&=o=




quarterly report MUST be completed in full for each brand, including columns a-f. The
enclosed form must be filed quarterly, together with the Distributor Quarterly Report
NPM Sales and Inventory Information (Dist-1) and copies of all purchase and sales
invoices, according to the following schedule:

Quarter Date Range Report Due
First Jan. 1 - Mar. 31 April 20
Second Apr. 1 - Jun. 30 July 20
Third Jul. 1 - Sept. 30 October 20
Fourth Oct. 1 - Dec. 31 January 20

Write your license number in the upper right box and provide your address and
contact information in Step 1 on the Distributor Quarterly Report. You must provide
our office with an electronic mail address on line 10. An updated listing of participating
manufacturers can be found on the State of Illinois Directory of Participating Manufacturers
at www.lllinoisAttorneyGeneral.gov by clicking on “Tobacco” and then on “lllinois
Directories.” No information needs to be included on the form as to these manufacturers. If
you have no sales of cigarettes or “roll-your-own” product which are manufactured by
non-participating manufacturers, please write “None” under Step 2. Please return the
completed form prior to October 20, 2016.

Also enclosed is the Distributor 2016 Quarterly Report of PACT Act Transactions, which our
office requires all licensed distributors to complete. Please return the completed form, with
any attachments, prior to October 20, 2016.

Enclosed are copies of the following:

Distributor Quarterly Report of Sales of Non-Participating Manufacturers’ Brands
Distributor Quarterly Report NPM Sales and Inventory Information (Dist-1)
Distributor 2016 Quarterly Report of PACT Act Transactions

What's New September 2016

Distributor 2016 Q3 Quarterly Mailing

W=

The Attorney General’s Office appreciates the cooperation of distributors in reporting NPM

sales prior to the required deadline. If you have further questions, please contact Valerie
Harris at 217-785-8541.

Marilyn A. Kueper, Chief
Tobacco Enforcement Bureau
500 South Second Street
Springfield, Illinois 62706
Phone: (217) 785-8541

Fax: (217) 524-4701
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Nlinois Al General istri
o rsemraues | Distributor Quarterly Report DIST-1
500 South Second Street
Springfleld, inois 62701 NPM Sales & Inventory i e o
(217)785-8541 .
fax (217)524-4701 Information T . No.
Step 1: Distributor Information Report date:
Distributor Name: Report Qtr:

Step 2: NPM Sales use a separate form for each NPM brand family listed on the Distributor Quarterly Report of Non-participating Manufacturers’ Brands
Non-participating Number of cigarettes Ounces of RYO sold
Brand name manufacturer name sold within the state within the state

Step 3: Inventory Information For the brand listed above, provide the following information in sticks/ounces.

Beginning Inventory: Sticks Ounces

Quantity purchased: Sticks Ounces

IL Stamped Sales: Sticks Ounces (OTP Tax Paid)

Ending Inventory: Sticks Ounces

Sales to other states: (stamped and unstamped product sales)
State: Quantity: | State: Quantity:
State: Quantity: | state: Quantity:
State: Quantity: ] state: Quantity:
State: Quantity: | State: Quantity:

Step 4: Invoices check all items attached to this form
Purchase invoices or other approved documentation of purchases
Sales invoices or other approved documentation of sales
Documentation of the sale of unstamped products

Instructions:

Step 1: Provide the name of distributor and license information as it appears on the Distributor Quarterly Report of
Non-participating Manufacturers’ Brands. Provide the date the form was prepared and the quarter for which the sales
were made.

Step 2: For each NPM brand family, provide the information from the Distributor Quarterly Report of Sales of Non-
Participating Manufacturers’ Brands.
Step 3: Provide the following for the brands listed:

The beginning inventory amount for the brand listed

Quantity purchased for the quarter

The quantity of IL stamped sales (for RYO, quantity on which OTP tax was paid) for the quarter
If brand family was sold into another state, list the state and quantity sold during the quarter
The ending inventory amount for the brand listed

Step 4: Indicate whether required sales and purchase documentation is attached. If a spreadsheet is provided in lieu of
invoices, the AG may require the actual invoices. Documentation of unstamped product sales must include the name
and address to whom the product was sold, brand family, quantity and date sold.
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What’S NeW? September 2016

Changes with this Mailing

Effective September 2015, the lllinois Directories of Participating Manufacturers and Compliant NPMs will no
longer be distributed with the quarterly mailing. Both directories may be accessed on the lllinois Attorney
General website, www.illinoisattorneygeneral.gov, click Tobacco at the bottom of the page, then click lllinois
Directories, or click on the link:  http://www.illinoisattorneygeneral.gov/tobacco/illinoisdirectories.html.
Furthermore, the “Changes in Compliance Status” will also no longer be included in the quarterly mailing. The
Notice to Distributors of additions or deletions to the Directories will also be posted at the website above. If
you have any questions, please contact our office at 217-785-8541.

Distributor Affidavits for 2015 and Future Sales

Cigarette and OTP Distributors: Included in the fourth quarter mailing was an affidavit for cigarette
distributors and all licensed OTP distributors who filed quarterly reports in one or more quarters in 2015. Al
licensed Cigarette and OTP distributors were required to complete the affidavit and return it by January 20,
2016. The Cigarette Distributor Affidavit includes an addendum for reporting cigars classified as cigarettes in
llinois in 2015. Cigars that are not considered to be cigarettes are also reported on the Affidavit. Please
review the instructions and definitions for the cigars to which the addendum applies.

Cigarette and OTP distributors will be required to complete a similar affidavit for 2016 sales and should
retain adequate records to complete future affidavits. Each year an affidavit is included in the fourth quarter
mailing and must be completed on or before January 20 of the following year. Notices of violation have been
sent to distributors that have not completed the affidavit for 2015 and returned it to our office.

Little Cigars Classified as Cigarettes for Tax Purposes

Effective July 1, 2013 lllinois legislation requires “Little Cigars” that meet the definition of “any roll, made wholly
or in part of tobacco, where such roll has an integrated cellulose acetate filter and weighs less than four pounds
per thousand and the wrapper or cover of which is made in whole or in part of tobacco” to be stamped with
an lllinois cigarette excise tax stamp for those in packs of 20 or 25 and for those in packs other than 20 or
25 to have the tax paid at the same rate as cigarettes. Our office has included questions on the Distributor
Annual Affidavits regarding the brands and quantities stamped with lllinois excise tax stamps as well as those
for which the tax is paid at the cigarette or OTP tax rate. Distributors that sell Little Cigars in lllinois must retain
documentation, including the purchase and sales invoices, and make it available to the OAG upon request. In
particular, our office needs distributors to confirm the amount of cigarettes sold with lllinois tax stamps as well
as the amount of Little Cigars sold with lllinois tax stamps. Letters and an Affidavit were sent to licensed
cigarette distributors on June 30, 2016, requesting confirmation of 2014 Little Cigar sales which had lllinois
stamps affixed. We will send a similar request for Little Cigar 2015 and later sales in the future.

NPM Sales and Inventory Information

As of the 2013 Q1 mailing, included in each quarterly mailing is a form that Distributors, which report sales of
NPM brands on the Distributor Quarterly Report of Non-Participating Manufacturer Brands, MUST complete for
each brand family. In addition to the purchase and sales invoices that distributors have been required to provide
each quarter, this form allows the distributor to document the beginning inventory, quantity purchased, ending
inventory and sales to other states of any brand families that are stamped for sale in lllinois or for RYO on which
the OTP tax has been paid. Distributors are required to maintain and make available to the Attorney General
all invoices and documentation of sales of all NPM cigarettes, including RYO, and any other information relied
upon in filing quarterly reports for a period of five years. The submission of invoices or computer reports
showing sales of NPM product in lllinois does not relieve the distributor of the duty to complete the

distributor quarterly report for each brand family and to list the information in columns a through f for
each brand family.

Prevent All Cigarette Trafficking Act
Under the Prevent All Cigarette Trafficking Act (“PACT ACT"), effective June 29, 2010, individuals and




businesses that sell cigarettes, RYO, and smokeless tobacco products must file reports with DOR no later than
the 10" of each month that include a memorandum or copy of the invoice covering a/l shipments of cigarettes
into llinois during the previous month. The memorandum or invoice in each case must include the name and
address of the person to whom the shipment was made, the brand, and quantity of cigarettes sold, transferred
or shipped. To register, contact the lllinois DOR. For more information, see the PACT Act Alert posted on
the OAG website. In 2016, PACT Act reports must be submitted in addition to the quarterly report of NPM
sales. Enclosed in the quarterly mailing is the Distributor 2016 Quarterly Report of PACT Act Transactions.

What's Banned?

The only cigarettes which can be stamped and sold in lllinois are those manufactured by (1) MSA Participating
Manufacturers, or (2) Compliant Non-Participating Manufacturers, which manufacturers and brand families
appear together on the lllinois Directory of Participating Manufacturers or the lllinois Directory of Compliant
NPMs. The stamping and sale of all other products are prohibited. (The sale and distribution of all Bidi cigarettes
are also banned, by virtue of P.A. 91-7 34, eff. 1-1-01.) The lllinois Directories are posted on the lllinois Attorney
General website. Distributors can also call the Tobacco Enforcement Bureau at (217 ) 785-8541 for up-to-date
information.

Effective June 30, 2006, we no longer post the Manufacturers Whose Cigarettes are Banned from Sale in lllinois
by Court Order on our website. Manufacturers and brands NOT LISTED on the Directory of Participating
Manufacturers or on the Directory of Compliant NPMs may NOT be sold in lllinois regardless of whether there
is a court order banning such sales.

lllinois Directories

Effective August 1, 2008, the lllinois Directory of Participating Manufacturers and the Directory of Compliant
NPMs include brand styles that have been certified under the Cigarette Fire Safety Standard Act as well as
brand families certified as being in compliance with the Tobacco Product Manufacturers’ Escrow Enforcement
Act of 2003. In order to be lawfully sold in the State of lllinois, both the manufacturer and the brand family,
as well as the brand styles, must appear together on one of the Directories. The NAAG List of Participating
Manufacturers has not been in effect in lllinois since June 29, 2004.

Directory changes requested by the Fire Marshal under the Cigarette Fire Safety Standard Act are included in
“llinois Directory Changes Under the Cigarette Fire Safety Standard Act.” This document is posted on our
website and should be consulted for additions or deletions of brand styles under the Fire Safety Standard Act.

Web Resources

Various tobacco related materials, including the lllinois Directories, manufacturer information, distributor
information, Statutes and Rules, and lllinois Department of Revenue information are available at the lllinois
Attorney General website, www.lllinoisAttorneyGeneral.gov (Click on Tobacco at the bottom of the page).

Notification of Change of Address

The Attorney General obtains addresses on a quarterly basis from the lllinois Department of Revenue. Please
report any changes in address, phone or contact person to both the Attorney General and the lllinois Department
of Revenue:

lllinois Attorney General lllinois Department of Revenue
Tobacco Enforcement Bureau Miscellaneous Taxes Division
500 South Second Street P.O. Box 19477

Springfield IL 62706 Springfield IL 62794-9477




DISTRIBUTOR 2016 Q3 QUARTERLY MAILING

The following changes have taken place for this mailing:

Documents sent by electronic mail only:
1. Letter to All Distributors of Cigarettes;
2. Distributor 2016 Q3 Quarterly Mailing;
3. Distributor Quarterly Report of Sales of NPM Brands;
4. Distributor Quarterly Report of NPM Sales and Inventory Information
(DIST-1);
Distributor 2016 Quarterly Report of PACT Act Transactions; and
6. What's New September 2016.

o

The State of lllinois Changes in Compliance document will no longer be sent.
If there are any directory changes, the information may be found in the Notice
to Distributors and will be posted on the lllinois Attorney General website.
Click on the following link:
http://www.illinoisattorneygeneral.gov/tobacco/illinoisdirectories.htmi.

The lllinois directories of Compliant NPMs and Participating Manufacturers
will no longer be sent with the quarterly mailing. You may access both
directories on the lllinois Attorney General website. Click on the following
link: http://www.illinocisattorneygeneral.gov/tobacco/illinoisdirectories.html.

Blank copies of the Distributor Quarterly Report of Sales of Non-Participating
Manufacturers’ Brands, the Distributor Quarterly Report of NPM Sales and
Inventory Information (DIST-1), and the Distributor 2016 Quarterly Report of
PACT Act Transactions are included with the 2016 Q3 mailing. Copies of the
forms are posted on the lllinois Attorney General website. Click on the
following link:
http://www.illinoisattorneygeneral.gov/tobacco/distributorinfo.html.
IMPORTANT: Please fill in your license number in the box in the upper
right of the form, all address and contact information in Step 1, and the
manufacturer and brand information in Step 2.




