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SUBJECT/TITLE
An Act relating to the tobacco Master Settlement Agreement and declaring an emergency. 

SPONSOR
Representative Roger Thomas

NOTE SUMMARY

Fiscal Analysis:
        X       Impact
               No Impact
   X   Indeterminable Impact

Level(s) of Impact:
          X       State
                       Local
               Federal

Budget Unit(s) Impact
Governor's Office, Department of Agriculture, Legislative Research Commission

Fund(s) Impact:
      X        General
                Road
               Federal


                     Restricted Agency (Type)
               (Other)

FISCAL SUMMARY
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Fiscal Estimates
1999-2000
2000-2001
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Future Annual

Rate of Change

Revenues (+/-)





Expenditures (+/-)

Indeterminable
Indeterminable


Net Effect

Indeterminable
Indeterminable


_____________________________________________________________________________

MEASURE'S PURPOSE:  

The provisions of HB 611/HCS allocate 50% of the Master Settlement Agreement funding in the tobacco settlement agreement fund to the rural development fund; provide $40 million from the rural development fund to the Phase II supplement in the first year and provide the amount of funds needed to supplement the Phase II funding program to keep it at a level of $114 million dollars per year for the 12 years of the Phase II funding program; allocate 50% of the remainder of the rural development fund to the state tobacco assistance fund, and 50% to the local tobacco assistance fund; establish funds to receive moneys from the tobacco settlement agreement fund; create the rural development board to administer the state tobacco assistance fund and the state-local tobacco assistance fund; enumerate programs created, funded or overseen by the board to include the Phase II supplement fund, an entrepreneurship program for farm agricultural diversification through initiatives like aquaculture and horticulture, a farm market development and infrastructure program, an environmental stewardship program to provide cost-share, and a farmland preservation program; allocate moneys in the local tobacco assistance fund to accounts for each of the tobacco-producing counties; provide guidelines for use of funds in tobacco-producing counties' accounts; allocate 0.25% of the local tobacco assistance fund to the Kentucky Department of Agriculture for assistance provided by the department to the local tobacco assistance boards; allocate 0.75% of the fund to County Extension Service Offices for assistance provided to the local tobacco assistance boards; create the Tobacco Assistance Office in the Kentucky Department of Agriculture; establish duties of the office; require a tobacco assistance board to be established in each tobacco-producing county; require the local board to receive applications and determine which applicants shall receive funding from the tobacco producing county's account; establish membership and duties of local boards; create a local-state tobacco assistance fund from 1/3 of the funds going to the state tobacco assistance fund and the local tobacco assistance fund; allocate the moneys in the state-local tobacco assistance fund to county accounts for grants or loans; require agencies and educational institutions receiving agriculture related funding to direct their efforts to revitalization and diversification of tobacco farms; create the Master Settlement Agreement Oversight Subcommittee as a permanent subcommittee of the Legislative Research Commission; establish membership of the subcommittee; require the subcommittee to review all proposed expenditures of Master Settlement Agreement funds; appropriate 50% of Master Settlement Agreement funding to the rural development fund; appropriate $40 million dollars in fiscal year 2000 to the Phase II supplement fund; EMERGENCY 

PROVISION/MECHANICS:  

The provisions of HB 611/HCS create new sections of KRS Chapter 248 to provide for the measure's purpose.

FISCAL EXPLANATION:  

The provisions of HB 611/HCS have an indeterminable fiscal impact.  However, the following cost factors are identified.

The Rural Development Fund is allocated 50% of the moneys received in the tobacco settlement agreement fund and total $68.9 million in FY 1999-2000, $50.55 million in FY 2000-2001, and $60.8 million in FY 2001-2002.  

The Phase II Supplement Fund is created and is appropriated $40 million in FY 1999-2000 from the Rural Development Fund.  The appropriation in subsequent years, from the Rural Development Fund  totals the supplemental amount necessary to provide an overall total of $114 million in each year for Phase II payments to tobacco growers and quota owners

The State Tobacco Assistance Fund and the Local Tobacco Assistance Fund are created and each receive 50% of the Rural Development Fund after the Phase II Supplement Fund allocation is made.  The Rural Development Board is created, attached to the Office of the Governor, and given specific duties, which include administering the state tobacco assistance fund.  The Board is authorized to expend for administrative expenses no more than 1% ($144,000 in FY 1999-2000) of the fund's annual receipts.  The amount available for administrative expenses for subsequent fiscal years is dependent upon the funds allocated to the State Tobacco Assistance Fund after the Phase II Supplement Fund allocation is made.

The Tobacco Assistance Office is created in the Department of Agriculture to provide assistance to the local tobacco assistance boards.  The Department will not be materially impacted from the provisions of HB 611/HCS.

The Master Settlement Agreement Oversight Subcommittee of the Legislative Research Commission is created.  There is an indeterminable fiscal impact to the Legislative Research Commission.  However, assuming the Subcommittee meets once a month, an estimated cost per meeting is $1,700 for per diem and necessary travel expense.  An indeterminable fiscal impact may be incurred for additional personnel and operating costs.
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