COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT
	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	1998 REGULAR SESSION
	1996-97 INTERIM


MEASURE

	(X) 98 BR No.
	1853
	
	(X)
	House
	Bill No.
	917


	() Resolution No.
	
	
	() Amendment No.
	


	SUBJECT/TITLE
	AN ACT relating to agricultural assistance and diversification.
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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:
	              General
	                Road
	               Federal
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FISCAL SUMMARY

______________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	+$130 million R.F.
	+$130 million R.F.
	

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	+$130 million R.F.
	+$130 million R.F.
	


_______________________________________________________________________________

MEASURE'S PURPOSE:  

This measure levies a $0.25 surtax per package of cigarettes, which is to be deposited into the Agricultural Diversification and Development Fund, which is created in the bill.

PROVISION/MECHANICS:  

This measure creates a new section of KRS Chapter 248 which creates the Agricultural Assistance and Development Council which will oversee and implement the measure. It creates a new section of KRS Chapter 248 to create the Agricultural Diversification and Development Fund, which will receive the $0.25 cigarette surtax which is levied in the bill. The Fund will be distributed by the Council as follows: 10% to the owner of the tobacco basic quota based on the percentage of the owner's tobacco basic quota to the state's tobacco basic quota; 10% to the individual or entity growing tobacco based on the percentage of the individual's or entity's tobacco basic quota to the state's tobacco basic quota; 10% to the Department of Agriculture; 10% to the Purchase of Agricultural Conservation Easement Corporation; 10% to the University of Kentucky and Kentucky State University Extension Service Programs and the University of Kentucky College of Agriculture; and 50% for grants to owners of tobacco quotas, tobacco growers, tobacco growing communities, and other entities. The measure amends KRS 138.140 to levy a $0.25 surtax on each pack of cigarettes, which is to be deposited into the Agricultural Diversification and Development Fund.

FISCAL EXPLANATION:  

Currently, the state receives approximately $18 million from the $0.03 tax on cigarettes. The $0.25 tax is expected to generate $130 million for the Agricultural Diversification and Development Fund. This figure does take into account an estimated 15% reduction in demand from the increased price of cigarettes due to the surtax.

The money will be distributed as follows:

	Owner's of the tobacco basic quota
	$13 million

	Individuals and entities growing tobacco
	$13 million

	Department of Agriculture
	$13 million

	Purchase of Agricultural Conservation Easement Corporation
	$13 million

	UK and KSU Extension Service Programs and UK College of Agriculture
	$13 million

	Grants (to owners of tobacco quotas, tobacco growers, tobacco growing communities, and other entities)
	$65 million
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