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Subject: Increase in the tax on tobacco products

This information bulletin describes the application details of the increase in the tax on
tobacco products announced today in a press release by the Minister of Finance,
Yves Séguin.

For information concerning this subject, contact the Secteur du droit fiscal et de la
fiscalité at (418) 691-2236.

The French and English versions of this bulletin are available at the ministère des
Finances Web site at: www.finances.gouv.qc.ca

Paper copies are also available, on request, from the Direction des communications at
(418) 528-9321.
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INCREASE IN THE TAX ON TOBACCO PRODUCTS

The Québec government has decided to increase the tax on tobacco products of which
the rates will be changed as follows, as of December 5, 2003:

— the rate of the specific tax of 9.05 cents per cigarette will be raised to 10.3 cents
per cigarette; this increase will also apply to cigars whose retail price does not
exceed 15 cents per unit;

— the rate of the specific tax of 9.05 cents per gram of loose tobacco or leaf
tobacco will be raised to 10.3 cents per gram;

— the rate of the specific tax of 13.92 cents per gram of any tobacco other than
cigarettes, loose tobacco, leaf tobacco and cigars will be raised to 15.85 cents
per gram; the minimum rate applicable to a tobacco stick will be raised from
9.05 cents per stick to 10.3 cents.

There will be no change to the rate of the ad valorem tax of 80% of the retail price of
cigars whose retail price exceeds 15 cents per unit.

Taking of inventory

Persons who have not concluded an agreement with the ministère du Revenu du
Québec (MRQ) and who sell tobacco products regarding which the tobacco tax has
been or should have been collected in advance must take an inventory of all such
products they have in stock at midnight, December 4, 2003 and remit, before
December 23, 2003, an amount corresponding to the difference between the tax
applicable according to the new rates and the tax applicable according to the rates
effective before midnight on December 4, 2003. The same applies to collection officers
who have concluded an agreement with the MRQ and who sell tobacco products
regarding which the tobacco tax has been remitted in advance or has not yet been
remitted.

Persons required to take an inventory must use the form provided for this purpose by
the MRQ and return it before December 23, 2003. For greater clarity, products acquired
by a person before midnight, December 4, 2003 but not yet delivered, are to be included
in the person’s stock.


