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Sniffing Out Tobacco Tax Fraud 
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Drivers of Tax Fraud 

< 50¢ < $1.25 < $2.00 > $2.01 

State Excise Tax (SET) rates  
per pack as of July 27, 2015 
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Drivers of Cigarette Tax Fraud 

*EDP Results 2013-2015 

Applicable State Tax Paid 
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Other Factors Impacting Cigarette Tax Fraud 

 Geography 

 Surrounding States’ SET rates 

 Proximity of Ports 

 Established Smuggling Routes 

 Consumer Behavior 

 Legislative and Regulatory Regime 

 Enforcement Activity 

 Gang and Organized Criminal Activity 
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Addressing Cigarette Tax Fraud 

Step 1:  Situation Analysis 

•Formal 

• Informal 
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Addressing Cigarette Tax Fraud 

Step 2:  Evaluate Existing Tools 

Resources/Funding 

Enforcement 

Existing Authority  

Legislative and Regulatory 

Tax Stamps 
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Addressing Cigarette Tax Fraud 

ROI 

Step 3:  Evaluate Potential 

Enhancements 



Altria Client Services  l  Brand and Trade Channel Integrity l  June 14, 2016  l   9 

Addressing Cigarette Tax Fraud 

Potential Enhancements – Resources 

 Budget Appropriations 

 Provide Churning and Forfeiture Authority 

 Fines and Penalties 
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Addressing Cigarette Tax Fraud 

Potential Enhancements – Enforcement 

 Civil Enforcement Powers 

 Criminal Enforcement Powers 

 Potential Partnerships to  

Combine Civil and  

Criminal Powers 

 

Cook County Department of Revenue 
Cigarette Enforcement Unit  

 
• Investigators are civil investigators and write civil 

citations that result in fines for violations 
 

• Each investigator is partnered with Cook County 
Sherriff’s Police officer 

 
• Task force is funded from the general fund of Cook 

County and is allocated to the Cook County DOR 
 
• It is funded for 10 investigators, two supervisors 

and a manager of investigations 
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Addressing Cigarette Tax Fraud 

Potential Enhancements – Use Existing Authority 

 Expanded Record-Keeping Requirements 

 Publish Information on  

Website 

 Establish a Training  

Program 
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Addressing Cigarette Tax Fraud 

Other Potential Enhancements – Legislative and Regulatory 

 Licensing 

 Distribution 

 Civil and Criminal  

Penalties 

 

Manufacturer 

Wholesaler 
Retail Outlet Adult 

Consumer  

Sales Tax 

Stamping Agent/ Wholesaler 

Federal Excise Tax 

State Excise Tax 
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Addressing Cigarette Tax Fraud 

Potential Enhancements – Tax Stamps 

 

 

  

 

 

Genuine Counterfeit 
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Addressing Cigarette Tax Fraud 
 


