RURAL AREA FLEXIBILITY ANALYSIS

DEPARTMENT OF TAXATION AND FINANCE

1. Types and estimated numbers of rurd areas. There are approximately 700 licensed distributors of tobacco
products, 585 licensed wholesde dedlersof tobacco products (approximately 400 of which are also licensed distributors
of tobacco products), and over 28,000 registered retail dealers of tobacco products, some of which are located in rura
areas as defined in section 102(13) of the State Adminigtrative Procedure Act, which will be affected by thisrule.

2. Reporting, recordkeeping and other compliance requirements; and professona services: Theincreasein excise
tax on tobacco products enacted by Chapter 85 of the Laws of 2002, requiresdl distributors, wholesde ded ersand retall
dedlersto account for dl tobacco products in inventory as of the close of business on July 1, 2002, and to pay a floor tax
thereon. For purposes of taking the required July 1, 2002 inventories, the rule alowsdedl ersthat operate certain vending
meachines to estimate the contents of such machines a one-haf of their normal fill capacities.

The rule dso outlines the procedures by which such floor tax will be computed, reported, and paid. Pursuant to
the statutory provisons, the floor tax is dlowed to be paid in two ingalments and the rule provides that a taxpayer's first
indalment must be at least 25% of the tax due, but cannot be less than $200. The first installment is due no later than
September 20, 2002 and the remaining baance of tax is due no later than January 20, 2003.

The ruleitsdf imposes no requirementsfor professiond services upon regulated parties. Depending on the nature
or volume of a taxpayer's inventory of tobacco products, such taxpayer may deem it necessary to employ additiona
professond services in order to comply with the provisions of the floor tax imposed by the Satute.

3. Cods Seeparagraph 4 of the"Regulatory Impact Statement” for thisrule. There areno variationsin costsfor

public and private concernsin rurd aress.
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4. Minimizing adverseimpact: The rule does not digtinguish between rura areas and non-rurd aress, nor isthe
rule explicitly designed to affect rurd arees.

5. Rurd areapaticipation: The fallowing organizations have been givenan opportunity to participate in the rul€'s
development: the Association of Towns of New Y ork State; the Deputy Secretary of State for Local Government and
Community Services, the Divisonof Smal Business of Empire State Devel opment; the National Federationof Independent
Businesses, the New York State Association of Counties, the New Y ork Conference of Mayors; the Smal Business

Council of the New Y ork State Business Council; and the Retail Council of New Y ork State.



