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AN ACT relating to tobacco.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

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

The General Assembly finds that the Tobacco Price Support Program administered by the United States Department of Agriculture under 7 U.S.C. sec. 1314 is the best and most efficient means of preserving the economic health of thousands of tobacco farms throughout the United States and throughout Kentucky. The purpose of Sections 1 to 6 of this Act is to ensure that any contracts or contracting practices for the purchase of tobacco in Kentucky protect the public interest in the continued efficient operation of the Tobacco Price Support Program, and that all these contracts be negotiated and implemented in a manner that will not impair or undermine that program, which is vital to the economic health of Kentucky’s rural areas. To the extent that any contracting practices or contracts entered into between a tobacco handler and producers undermine or impair the continued efficient operation of the Tobacco Price Support program, these practices and contracts are not in the public interest of the people of Kentucky.
SECTION 2.   A NEW SECTION OF KRS CHAPTER 248 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 6 of this Act:
(1)
"Handler" means any person engaged in the business or practice of:

(a)
Acquiring tobacco from producers; or

(b)
Contracting or negotiating contracts or other arrangements, written or oral, with or on behalf of producers, with respect to the production or marketing of tobacco; or

(c)
Acting as an agent or broker for a handler in the performance of any function or act specified in paragraph (a) or (b) of this subsection.

(2)
"Producer" means a person engaged in the production of tobacco as a farmer, quota holder, grower, tenant, lessor, lessee, or in any other capacity.

(3)
"Acquiring" means purchasing, bartering, contracting for future delivery of or otherwise obtaining any legal or equitable interest in tobacco.

(4)
"Public auction" means an auction sale at which tobacco is offered by a warehouse for a producer at regular tobacco auction sales before a full set of buyers.

(5)
"Small producer" means a producer who grows five thousand (5,000) pounds or less of tobacco. 

(6)
"Tobacco" means burley tobacco type thirty-one (31).

(7)
"Commission" means the Tobacco Contracting Commission established in Section 3 of this Act.

(8)
“Model contract” means a contract that has been negotiated by the commission with a handler to use for agreements by the handler to purchase tobacco from producers. These terms and conditions of the model contract are recommended to be used in all contracts for the purchase of tobacco by that handler from producers.

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

(1)
A Tobacco Contracting Commission is hereby established. The commission shall be attached to the Department of Agriculture for administrative purposes.

(2)
The Commissioner of Agriculture, or the Commissioner's designee, and the Attorney General, or the Attorney General's designee, shall be ex officio, voting members of the commission.

(3)
The commission shall have eight (8) additional voting members appointed by the Governor. These members shall serve terms not to exceed four (4) years.

(4)
The Governor shall appoint:

(a)
Two (2) members from a list of six (6) persons nominated by the Burley Tobacco Growers Cooperative;

(b)
Two (2) members from a list of six (6) persons nominated by the Kentucky Farm Bureau Federation; 

(c)
Two (2) members from a list of six (6) persons nominated by the Burley Farmers Advisory Council;

(d)
One (1) member from a list of three (3) persons nominated by the Community Farm Alliance; and

(e)
One (1) at-large member.

(5)
The Governor shall further appoint as nonvoting members one (1) representative of the University of Kentucky College of Agriculture, and one (1) representative of the United States Department of Agriculture farm service agency.

(6)
The Governor shall ensure that one (1) of each two (2) members appointed to the commission under subsection (4)(a), (b), or (c) of this section is a small producer.

(7)
The chair of the commission shall be elected by the commission.

(8)
The Governor, in making appointments to the commission under subsection (4) of this section, shall ensure that the composition of the commission includes representation from eastern Kentucky, western Kentucky, and central Kentucky, and that the commission has at least one (1) African-American member.

(9)
Except as provided in KRS 18A.200, commission members not already employed by the state shall be reimbursed for any actual expense incurred while performing commission duties.
SECTION 4.   A NEW SECTION OF KRS CHAPTER 248 IS CREATED TO READ AS FOLLOWS:

(1)
Any handler of tobacco that desires to purchase tobacco directly from producers shall notify the chair of the commission, by certified mail, by December 1 of the calendar year preceding the growing year for which the tobacco handler seeks to enter into tobacco purchase contracts. The chair of the commission shall immediately inform all members of the commission of any notifications.

(2)
When a handler intends to use a model contract for the purchase of tobacco from producers, negotiations between a handler and the commission to determine the content and structure of the model contract shall be commenced as soon as practicable before that growing season.
(3)
The commission shall work with every handler to develop a model contract that is acceptable to each handler of tobacco that seeks to purchase tobacco directly from producers. 

(4)
The model contracts negotiated by the commission with tobacco handlers shall comply with the provisions of Sections 1 to 6 of this Act.

SECTION 5.   A NEW SECTION OF KRS CHAPTER 248 IS CREATED TO READ AS FOLLOWS:

(1)
Each handler of tobacco that desires to purchase tobacco directly from producers shall be encouraged to offer a model contract to producers.
(2)
The terms of the model contracts shall be negotiated between each handler and the commission, but any producer or association of producers may negotiate additional terms and conditions of a contract with any handler.

(3)
All handlers shall have an affirmative duty to negotiate in good faith with the commission.

(4)
No handler shall discriminate, in contracting for tobacco, against any producer based on the volume of tobacco available for contract sales from that producer. All contracts, whether model contracts or other privately negotiated contracts, shall be equally distributed among all producers, based on producer quota, who desire to contract, regardless of the size of their tobacco quota.

SECTION 6.   A NEW SECTION OF KRS CHAPTER 248 IS CREATED TO READ AS FOLLOWS:

(1)
Any producer or association of producers is free to negotiate the terms and conditions of its own contracts for the purchase of tobacco with tobacco handlers. Handlers shall have a duty to bargain in good faith with any producer or association of producers. 

(2)
The producer or producer's association shall be given the opportunity to have any proposed contract reviewed outside the business premises of the handlers or their agents by an attorney or advisor of the producer’s choosing prior to execution.

(3)
Contracts shall be written in plain English.

(4)
Contracts shall give the producer the right to cancel a contract until 12 midnight of the third business day after the day on which the producer signs the contract.

(5)
Notice of cancellation under this section shall be given to the handler by the producer at the place of business as set forth in the contract by certified mail, return receipt requested, which shall be posted not later than 12 midnight on the third business day following execution of the contract.

(6)
Notice of cancellation given to the handler by the producer need not take any particular form and, however expressed, is effective if it indicates the intention of the producer not to be bound by the tobacco contract.

Section 7.   (1)
The Tobacco Task Force is directed to study the development of contracting for tobacco growing and sales and examine what the role of the state should be with regard to tobacco contracting. The task force shall research the issues and recommend strategies for the 2002 General Assembly. The research shall include but not be limited to: examining programs in other states regarding contracting for agricultural commodities; structuring a proposed framework for a state tobacco contracting program in Kentucky, working with other states to establish a regional uniform state burley tobacco contracting system; and preparing the initial steps that Kentucky may need to take to enter into such a program or regional system.


(2)
The task force shall hold no less than four (4) meetings to carry out the purposes of subsection (1) of this section. The task force shall, at a minimum, seek testimony from the Kentucky Farm Bureau, the Community Farm Alliance, the Burley Tobacco Growers Cooperative Association, the Council for Burley Tobacco, the University of Kentucky College of Agriculture, Burley Farmers Advisory Council, the tobacco manufacturers who purchase burley tobacco in Kentucky, the Governor's Office of Agriculture Policy, the Department of Agriculture, and other states that have or are proposing similar contracting legislation.


(3)
The task force shall report to the Legislative Research Commission and the Interim Joint Committee on Agriculture and Natural Resources no later than September 15, 2001. In the event that the federal tobacco price support program ends before the report is due, the task force shall immediately advise the Legislative Research Commission and the Governor's Office on the steps to take to best protect the interests of the state and the state's tobacco producers.

Section 8.   (1)
Section 7 of this Act that relates to the research that the Tobacco Task force is directed to carry out shall become effective on July 15, 2000.


(2)
Sections 1 to 6 of this Act take effect October 1, 2000.
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