HOUSE OF REPRESENTATIVES

KENTUCKY GENERAL ASSEMBLY AMENDMENT FORM

2000 REGULAR SESSION

Amend printed copy of HOUSE BILL 611

Delete all of the bill after the enacting clause and insert in lieu thereof the following:

"SECTION 1.   A NEW SECTION OF KRS CHAPTER 248 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 8 of this Act:

(1)
"Master Settlement Agreement" means the settlement agreement entered into on November 23, 1998, by the Commonwealth of Kentucky and major United States tobacco product manufacturers;
(2)
"Master Settlement Agreement funding" means moneys paid to the state as a result of the Master Settlement Agreement. Payments are scheduled to come to the state on January 10 and April 15 of each calendar year through 2025 and possibly beyond.
(3)
"Phase II Agreement" means the National Tobacco Grower Settlement Trust Agreement dated July 19, 1999, entered into by tobacco states and major tobacco companies to compensate tobacco growers and quota owners for losses resulting from the Master Settlement Agreement; and
(4)
"Phase II payment program" means the twelve (12) year program for providing payments, which result from the Phase II agreement, to tobacco growers and quota owners.

Section 2.   KRS 248.654 is amended to read as follows:

(1)
There is established in the State Treasury a permanent and perpetual fund to be known as the "Tobacco Settlement Agreement Fund" to which shall be credited any funds designated to the Commonwealth from the tobacco settlement agreement or related federal legislation. Any funds designated to the Commonwealth from the settlement agreement or related federal legislation shall not be expended until appropriated by the General Assembly. The General Assembly's highest priority for distributing any funds from this account shall be for tobacco farmers and tobacco-impacted communities,[ and] health-related areas, and early childhood development programs. The fund shall not lapse and interest accrued on the fund, from the first to the last payment of Master Settlement Agreement funding, shall remain in the fund for transfer to the other funds or accounts created or referenced in Sections 1 to 8 of this Act.

(2)
Moneys received in the Tobacco Settlement Agreement Fund from Master Settlement Agreement funding on or before June 30, 2000, along with accrued interest, shall be divided and allocated on the effective date of this Act as follows:
(a)
Ten million dollars ($10,000,000) shall be transferred to the multicounty account referred to in subsection (4)(b)1. of Section 4 of this Act.

(b)
Fifty percent (50%) of the funds remaining in the Tobacco Settlement Agreement Fund shall be transferred to the Phase II Supplement Fund created in Section 3 of this Act; and
(c)
Fifty percent (50%) of the funds remaining in the Tobacco Settlement Agreement Fund shall be transferred to the Research Challenge Trust Fund and the Regional University Excellence Trust Fund created in KRS 164.7911. The funds shall be transferred in the following proportions:

1.
Eighty-three and thirty-three hundredths percent (83.33%) to the Endowment Program of the Research Challenge Trust Fund of the Council on Postsecondary Education; and

2.
Sixteen and sixty-seven hundredths percent (16.67%) to the Endowment Program of the Regional University Excellence Trust Fund of the Council on Postsecondary Education.
(3)
Moneys received in the Tobacco Settlement Agreement Fund from Master Settlement Agreement funding after June 30, 2000, along with accrued interest, shall be divided and allocated in 2000 on the effective date of this Act and each subsequent year on July 1 as follows:

(a)
For the life of the Phase II payment program, funds shall be allocated to the Phase II Supplement Fund when needed as outlined in Section 3 of this Act;

(b)
The remainder of the funds left, after removal of funds needed as outlined in paragraph (a) of this section, shall be allocated each year as follows:
1.
Fifty percent (50%) of the funds in the Tobacco Settlement Agreement Fund shall be transferred to a Tobacco Farmers and Tobacco Communities Fund created in Section 4 of this Act;

2.
Twenty-five (25%) percent of the funds in the Tobacco Settlement Agreement Fund shall be transferred to an Early Childhood Development Fund created in Section 7 of this Act; and
3.
Twenty-five percent (25%) of the funds in the Tobacco Settlement Agreement Fund shall be transferred to a Health Care Improvement Fund created in Section 8 of this Act.

(4)
Interest earned on any moneys in any fund or account created in Sections 1 to 8 of this Act shall accrue to that fund until transferred to another fund or account created or referenced in Sections 1 to 8 of this Act. 

(5)
None of the moneys left at the end of a fiscal year in any fund or account created or referenced in Sections 1 to 8 of this Act shall lapse, but shall stay with the fund or account as long as the fund or account exists, or until the moneys are transferred to another fund or account created or referenced in Sections 1 to 8 of this Act. In the case of any fund or account created in Sections 1 to 8 of this Act that is terminated with a remaining balance, the balance shall be returned to the Tobacco Settlement Agreement Fund, or to the fund or source from which it came.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 248 IS CREATED TO READ AS FOLLOWS:

(1)
There is created in the State Treasury the "Phase II Supplement Fund".

(2)
Fifty percent (50%) of the moneys credited to the Tobacco Settlement Agreement Fund from Master Settlement Agreement funding for 1998, 1999, and through June 30, 2000, and after the ten million dollars ($10,000,000) for the multicounty account referred to in subsection (2)(a) of Section 2 of this Act is removed, shall be transferred to the Phase II Supplement Fund. Additional funds shall be transferred to the Phase II Supplement Fund as needed from moneys credited to the Tobacco Settlement Agreement Fund after June 30, 2000.

(3)
The Phase II Supplement Fund shall be used to supplement Phase II payments to tobacco growers and quota owners so that the total amount available for payment to them each year does not fall below the total amount of Phase II funds available for distribution to them in 1999, which was one hundred fourteen million dollars ($114,000,000). If the Phase II supplement funds, received from the Tobacco Settlement Agreement Fund from Master Settlement Agreement funding before June 30, 2000, fall below the amount needed to reach the one hundred fourteen million dollar ($114,000,000) in any year before the end of the twelve (12) year Phase II program, procedures outlined in subsection (4) of this section shall be followed.

(4)
If the moneys received into the Phase II Supplement Fund before June 30, 2000, become insufficient to continue to meet the yearly one hundred fourteen million dollar ($114,000,000) funding level, moneys needed to supplement Phase II funding to maintain funding at the 1999 level of one hundred and fourteen million dollars ($114,000,000) per year for each of the twelve (12) years of the Phase II funding program shall continue to be provided to the Phase II Supplement Fund from funds received in the Tobacco Settlement Agreement Fund after June 30, 2000. As Master Settlement Agreement funding becomes available after June 30, 2000, for calendar year 2001 and each year thereafter for the life of the Phase II payment program, the moneys needed for the Phase II Supplement Fund to assure availability of the one hundred and fourteen million dollar ($114,000,000) funding level for that year shall be taken from the Tobacco Settlement Agreement Fund before any other distributions are made. On the last year of distribution of the Phase II supplement funds, any excess funds beyond those needed to reach the one hundred fourteen million dollar ($114,000,000) level shall be returned to the Tobacco Settlement Agreement Fund.
(5)
The Tobacco Settlement Trust Corporation board created in 2000 HB 96 shall use the same formula and process for distribution of the Phase II supplement funds as it uses for distributions under the regular Phase II payment program, except that the corporation shall send the list of supplement payment recipients to the Revenue Cabinet rather than to the trustee of the National Tobacco Grower Settlement Trust. The Department of Revenue shall process the information and issue the checks at no charge to the Phase II supplement fund. The Phase II supplement funds shall be identified as supplement funds when distributed to tobacco growers and quota holders.

SECTION 4.   A NEW SECTION OF KRS CHAPTER 248 IS CREATED TO READ AS FOLLOWS:

(1)
There is created in the State Treasury the "Tobacco Farmers and Tobacco Communities Fund" which shall receive funds as outlined in Section 2(3)(b)1. of this Act. One-half of one percent (0.5%) of the fund shall be provided to the Kentucky Department of Agriculture for assistance provided by the department to the local Access to Capital boards as outlined in subsection (2) of this section, and one and one-half percent (1.5%) shall be provided to the County Extension Service Offices for assistance provided by the offices to the local Access to Capital boards as outlined in subsection (3)(c) of this section. The funds for the County Extension Service Offices shall be based on the distributions to the individual counties as set out in subsection (4)(b) of this section and shall be allocated directly to each County Extension Service Office.
(2)
The Tobacco Farmer and Tobacco Community Assistance Office is created in the Kentucky Department of Agriculture. The office shall provide assistance to the local Access to Capital boards, authorized in subsection (3) of this section, as the boards carry out their duties as outlined in subsection (3) of this section. The duties of the office shall include but not be limited to the following:

(a)
Designing an application form for those who wish to apply to the local Access to Capital boards for funds available under subsection (4)(b) of this section;

(b)
Developing criteria and procedures according to Kentucky statutes or administrative regulations for the local Access to Capital boards to use in evaluation and processing applications; and

(c)
Providing technical support, training, and assistance to the local Access to Capital boards; and

(d)
Submitting the determinations on applications made by local Access to Capital boards to the Master Settlement Agreement Oversight Subcommittee created in Section 6 of this Act .

(3)
A local Access to Capital Board shall be established in each tobacco producing county.

(a)
The local board shall receive applications and determine which applicants shall receive funding, referred to in subsection (4)(a) of this section, according to terms set out in subsection (5) of this section. The local board shall forward these determinations to the Tobacco Farmer and Tobacco Community Assistance Office in the Department of Agriculture which shall submit the determinations on behalf of the local boards to the Master Settlement Agreement Oversight Subcommittee created in Section 6 of this Act .
(b)
Membership on the local Access to Capital boards shall include:
1.
One (1) member selected by the county Farm Service Agency board that serves that county;
2.
One (1) member selected by the Natural Resources Conservation Service board that serves that county;
3.
One (1) member selected by the Cooperative Extension Service board that serves that county; and

4.
One (1) member, who is a young farmer between the ages of twenty-one (21) and thirty-five (35) years of age, selected by the members in subparagraphs 1. to 3. of this paragraph.
(c)
Members shall initially be appointed by September 1, 2000. These members shall serve until June 30, 2002. On July 1, 2002 and every two (2) years thereafter, members shall be appointed for two (2) year terms.

(d)
The Access to Capital Board shall be attached to the County Cooperative Extension Service Office for administrative support.
(e)
No existing member, or his or her family member, of the local Farm Service Agency board, the local Natural Resources Conservation Service board, or the local county Cooperative Extension Service board involved in the selection of local Access to Capital board members shall be eligible for service on the local Access to Capital board.
(4)
The moneys received in the Tobacco Farmers and Tobacco Communities Fund as outlined in Section 2(3)(b)1. of this Act, less the amounts for county Extension Service offices and the Department of Agriculture outlined in Section 4(1) of this Act, shall be distributed to accounts for each of the tobacco-producing counties or to a multicounty project account within twenty (20) days of receipt of moneys in the Tobacco Farmers and Tobacco Community Fund each year and shall be divided as follows:

(a)
The first fifty million dollars ($50,000,000), or the total amount coming into the Tobacco Farmers and Tobacco Communities Fund during the year if it is less than fifty million dollars ($50,000,000), shall go to accounts created for each tobacco-producing county based on the following weighed factors:

1.
Fifty percent (50%) weight to the county's percentage of state tobacco allotment based on 1999 data;

2.
Twenty-five percent (25%) weight to the county's number of farms with tobacco quota in the county as a percentage of farms with tobacco quotas statewide, based on 1999 data; and

3.
Twenty-five percent (25%) weight to the economic impact index for each county, which shall be calculated in the following manner:

a.
The tobacco income for each county (burly tobacco production times average burley market price) divided by the total personal income for each county. The data used shall reflect the year most recently available for total personal income.

b.
The percentage derived in subdivision a. of this subparagraph (tobacco income as a percentage of total personal income for each county) shall then be summed across all counties.

c.
The economic impact index amount shall be each county's tobacco income as a percentage of total personal income, divided by the aggregate percentage stated in subdivision b. of this subparagraph.
Repaid loans and interest shall be returned to the appropriate county's account.
(b)
1.
Any amount over the fifty million dollars ($50,000,000) referred to in paragraph (a) of this subsection shall go to an account for multicounty projects in tobacco-producing counties. When the multicounty projects account reaches twenty million dollars ($20,000,000), it shall be capped. Excess moneys shall go to the tobacco producing counties' accounts in paragraph (a) of this subsection until the multicounty projects account falls below the cap. The funds in the multicounty projects account shall be utilized for a fifty percent (50%) match with funds from two (2) or more tobacco-producing counties. 
2.
Multicounty projects shall be public-private partnerships. All operating funds for the projects shall be provided by private parties. Assistance in determining the use of the funds referred to in subparagraph 1. of this paragraph and assistance in formulating projects and administering the project funds shall be provided by the Agricultural Diversification and Development Council created in KRS 248.650.
(5)
Use and restrictions on the funds in tobacco-producing counties' accounts described in subsection (4)(a) of this section shall include the following:

(a)
Funds may be used for deferred or no or low-interest venture capital loans to enhance tobacco farms' revenues by initiating:
1.
Current farming techniques or practices improvements; and
2.
New farming ventures on the farm.


Terms of the loans shall include a limit on deferral of payment of interest or principal to five (5) years, and a limit on low interest loans of zero percent (0.0%) to four percent (4%).
(b)
Funds may be used as matching funds for multicounty project grants described in subsection (4)(b) of this section;
(c)
Funds may be used as grants for local economic development projects in tobacco-producing counties;
(d)
Funds may be used as grants of up to twenty-five percent (25%) of a tobacco-producing county's account for the Purchase of Agricultural Conservation Easement Program on tobacco farms when matched fifty percent (50%) by individuals, public or private organizations, or government entities;
(e)
Funds may be used as grants of up to ten percent (10%) of the fund for water line extension to tobacco farms or for a fifty percent (50%) match for water improvements on tobacco farms; and
(f)
Eligibility for funds in subsection (5)(a), (d), and (e) of this section shall require that:
1.
Tobacco farmers shall be given priority;
2.
Applicants shall have sufficient equity to assure reasonable chance of success of the action proposed for funding; 
3.
Small farmers shall have equal access to the funds as large farmers; and
4.
No individual farmer shall receive more than five percent (5%) of the funds available to a tobacco-producing county's account, under subsection (4)(a) of this section, in any year.
(6)
Funds available under subsection (4) of this section shall not be used for operating expenses.
SECTION 5.   A NEW SECTION OF KRS CHAPTER 248 IS CREATED TO READ AS FOLLOWS:

(1)
Those agencies and educational institutions which receive agriculture related funding under the provisions of Sections 2 to 4 of this Act, and those which receive state funding relating to assisting agriculture and farmers in this state shall focus and direct their efforts to revitalization and diversification on tobacco farms.

(2)
Each agency or institution in subsection (1) shall issue a semiannual report on the details of the efforts it is carrying out to revitalize and diversify tobacco farms. The report shall include details of successes that have been achieved. The report shall be provided to the Master Settlement Agreement Oversight Subcommittee created in Section 6 of this Act.
SECTION 6.   A NEW SECTION OF KRS CHAPTER 248 IS CREATED TO READ AS FOLLOWS:

(1)
There is created a permanent subcommittee of the Legislative Research Commission to be known as the Master Settlement Agreement Oversight Subcommittee. The subcommittee shall be composed of seven (7) members and shall include four (4) members of the House of Representatives and three (3) members of the Senate. The subcommittee members shall include majority and minority members in numbers as nearly proportional to their membership in the House of Representatives and the Senate as mathematically possible. The Legislative Research Commission shall appoint, from the membership of the General Assembly, the members of the subcommittee for terms of two (2) years. The members so appointed shall elect one (1) of their number to serve as chairman. Any vacancy which may occur in the membership of the subcommittee shall be filled by the Legislative Research Commission at its next regularly scheduled meeting after the vacancy occurs.
(2)
The purpose of the subcommittee shall be to review all proposed expenditures of Master Settlement Agreement funds to insure compliance with state statutes and legislative intent.
(3)
The subcommittee shall meet monthly, and may meet more frequently when necessary, at such time and place as the chairman may determine. The members of the subcommittee shall be compensated for attending meetings as provided in KRS 7.090(3).
(4)
Any professional, clerical, or other employees required by the subcommittee shall be provided in accordance with KRS 7.090(4) and (5).
(5)
A report on each proposed expenditure using Master Settlement Agreement funds over two thousand dollars ($2,000) shall be provided by the entity proposing the expenditure to the subcommittee on a monthly basis. An annual report of all Master Settlement Agreement funding expenditures over two thousand dollars ($2,000) shall be provided by such entities at the end of each fiscal year beginning in 2001. 
(6)
In reviewing proposed expenditures of Master Settlement Agreement funds, the subcommittee shall determine whether the proposed expenditure has met all the relevant requirements of:
(a)
Criteria for various types of expenditures using Master Settlement Agreement funding as set out in various statutes and administrative regulations;
(b)
Compliance with the legislative intent of Sections 1 to 8 this Act; and
(c)
Any other statutes relevant to the committee's oversight.
(7)
If the subcommittee determines that any of the requirements in subsection (6) of this section have not been met, the committee may, by majority vote, hold the expenditure in abeyance. This expenditure shall not be carried out until it is made to comply with the requirements of subsection (6) of this subsection or the expenditure is approved by the General Assembly at its next regular session.
(8)
If the applicant or the party proposing the expenditure does not agree with the subcommittee action and wishes to pursue it further, the Master Settlement Agreement Oversight Subcommittee shall submit the expenditure proposal to the General Assembly at its next regular session for approval or denial.
(9)
The Master Settlement Agreement Oversight Subcommittee shall compile an annual report for each fiscal year summarizing expenditure and funding activities involving Master Settlement Agreement funding. 
SECTION 7.   A NEW SECTION OF KRS CHAPTER 200 IS CREATED TO READ AS FOLLOWS:

There is created in the State Treasury the "Early Childhood Development Fund" which shall receive funds as specified in Section 2(2)(b)2. of this Act.
SECTION 8.   A NEW SECTION OF KRS CHAPTER 194A IS CREATED TO READ AS FOLLOWS:

There is created in the State Treasury the "Health Care Improvement Fund" which shall receive funds as specified in. Section 2(2)(b)3. of this Act. The fund shall be divided as follows:
(1)
Twenty percent (20%) to the Lung Cancer Research Fund which is hereby created;
(2)
Ten percent (10%) to the Smoking Cessation and Substance Abuse Prevention Fund which is hereby created; and
(3)
Seventy percent (70%) to the Kentucky Access Fund which is hereby created.

Section 9.   Whereas it is important to establish the administrative functions of this Act as soon as possible, an emergency is declared to exist, and this Act takes effect upon its passage and approval by the Governor or upon its otherwise becoming a law."
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