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SUBJECT/TITLE
AN ACT relating to Phase II tobacco settlement funding, appropriating funds therefor, and declaring an emergency.

SPONSOR
Representatives Rand, Wilkey, Adams, A. Arnold, J. Arnold, Belcher, Denham, Hoffman, McKee, Nesler, Palumbo, Pasley, Webb, and Westrom

NOTE SUMMARY

Fiscal Analysis:

X
Impact


No Impact

Indeterminable Impact

Level(s) of Impact:

X
State


Local

Federal

Budget Unit(s) Impact


Fund(s) Impact:

X
General


Road

Federal



Restricted Agency (Type)
Tobacco Settlement Funds
(Other)

FISCAL SUMMARY

_______________________________________________________________________________

Fiscal Estimates
2003-2004
2004-2005
2005-2006
Future Annual

Rate of Change

Revenues (+/-)

0
0
0

Expenditures (+/-)


9,200,000
9,200,000

Net Effect





______________________________________________________________________________

MEASURE'S PURPOSE: 

Creates an ACT relating to Phase II tobacco settlement funding, appropriating funds therefor, and declaring an emergency.  Amends KRS 248.48, KRS 45A.840 and KRS 141.011.  Appropriates $114,000,000 for fiscal year 2004-05 to provide payments to eligible Kentucky tobacco growers and quota holders in calendar year 2005.

PROVISION/MECHANICS: 

Creates a special non-codified Appropriations ACT.

FISCAL EXPLANATION:  

The funds needed for the $114,000,000 appropriation are provided in three parts. Part A utilizes $16 million of the existing balance in the Agricultural Development Fund (ADF) as of January 1, 2005, Part B utilizes $11 million of the state portion of the ADF once the April 15, 2005  MSA payment is made. These two sources leave a deficit of $87 million which will be funded through bond proceeds (Part C), with the required debt service being paid from the state portion of the ADF beginning in FY 2006 . It is assumed the bond issue will be a 20 year taxable issue.

The state portion of the ADF will continue to fund recurring debt service costs and other programs associated with prior commitments such as KIA water and sewer bonds, Pace and PDR bonds, and the Environmental Cost share program. 

In FY 2006, the state portion of the ADF will be sufficient to service the debt service costs associated with the $87 million in new bonds, along with the recurring debt service costs associated with previous commitments and programs (e.g., KIA, PACE/PDR, etc.).  In addition, this will leave a balance in the state portion of the ADF of $4.3 million in FY 2006.  Tobacco Funds will be negatively impacted by $9.2 million beginning in FY 2006 and continuing for the life of the bonds.
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