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Hatc’h“Wan’t's -

Tobacco Bill

‘Before Recess

Senate Judrerary Char_rman
Orrin G. Hatch, said yesterday.

that he wanted. legislation en- -
forcing a national tobacco settle- -
. ment submitted before Con:

‘gress adjourns for the- year, -

although lawmakers are unlike-

ly to actonrtbythen D
" “There are 101 .issues . that -

have to ‘be ‘determmed but

we're determining them,” Hatch .

(R-Utah) said after -a-Judiciary

subcommittee hearing on the -

proposed $368.5 billion deal be-

tween the tobacco mdustry and

state attorneys general. . .
Congress must pass legisla-

Hatch said the bill being draft
ed would stick closely to. that
deal, by which the industry.
would settle dozens of state law-

- suits and- win protection from
- future lawsuits by paying $368.5

billion over 25 years, ncceptmg .
limits on advertising and paying -
* fines -for failure -to dlscourage '

youth smokmg

~He said he wanted a “discus-

sion bill” before the end of the

session so that .interested par- .|
‘ties could offer opinions before
" hearings begin. Congress is ex-
-pected to wrap up business for -

the year sometime next month.

‘Hatch said President Clin-
“-ton's recommendation to :boost
cigarette prices by as much as -
. $1.50 a pack as a: deterrent to |
youth smoking was a “likely -
benchmark.” He also indicated. |

the bill would fund smoking
cessatio programs -and re-
search into. smoking-related dis-

eases, provide relief to-tobacco |
"-farmers ‘whose ‘business mrght .

be jeopardized and i 1mpose fines
on tobacco compames

- —Assoclated Press

| Gulf War Report

a The mysterious illnesses that
veterans of the Persian Gulf War
have complained -about were

probably caused by “a variety of -

toxic agents” encountered in the

war against Iraq, a‘House sub- |

_entists

the Pentagon be forced to gwe .
up its lead role in investigating,
. the . matter. It said Congress . -

should. create or designate an
independent agency to research

- Gulf War’ illnesses and therr

causes.

The Pentagon has said 1t,

would resist efforts to remove it

~ from the lead-role. Spokesman .
Kenneth Bacon said the Penta-
gon acknowledged it made mis- -

takes in its early handling of the
matter -but has: recently made
important” progress in investi-
gating causes and dealing di-

 rectly with affected veterans.

*The report by the House Gov-
ernment Reform and Oversight

subcommittee . on human re--
sources asserted that the Clin- -
ton administration's approach,.

tion for the agreement to take T through the Pentagon, the CIA- .

" effect.

‘and'the Department of Veterans
Affaxrs is “irreparably flawed.”

“The subcommrttee said its 20 .
month mvestrgatron found that
_toxic . agents including Iraqi
~ chemical ‘weapons. most likely
' -are to:blame for the respiratory
‘and other Gulf War illnesses. =~
~ * 'The Pentagon and other inde- ~ -
pendent groups of experts have
failed to find firm evidence of a

lmk to chemical weapons.

: —AssocmtedPress_’ o

. nghthouse Rescue |
_'w Planis to save the historic Cape'

Hatteras lighthouse will move

forward after ‘the Senate ap- -

proved $2 million to help save
the country’s tallest brick light-
‘house from the.encroaching At-

lantic ‘Ocean, officials said yes-'

‘terday, -

The Senate approved:the ap- . -

‘propridtion” Tuesday after. the

_House . approved it last week.
President Clinton is expected- to .

-sign the federal budget soon.
The funding will allow Nation-

' al Parks Service officials to be-
‘gin.a project to relocate the
 historic. 198-foot tower, which
1 has lan'gullehed for more than

two decades, in May 1999.
Shoreline - erosion has

| - brought the ocean to within'120

feet of the black and white
st landmark’s

"it stands-
.cent chance of being toppledin a

Thetuas

and sci-
‘80 per- -

| tm‘qﬂozt |
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Yahoo! - Key Republican Plans to Unveil Tobacco Bill http://www.yahoo.com/headlines/97 l030/politics/stories/tobacco].himl

increase by at least $1.50.

Economists have estimated that under the accord drafted in June, the price would have risen by 62 cents,
although the industry said that estimate is too low.

In the Senate, where anti-tobacco sentiment has grown in the past few months, several committees have
already begun hearings on the proposed tobacco settlement. There has been less activity in the House.

Hatch spoke with reporters after a Judiciary subcommittee hearing on whether an exemption for antitrust
included in the proposal was too broad. '

Federal Trade Commission Chairman Robert Pitofsky testified that the proposal as originally drafted
might give the industry a windfall of more than $100 billion. He said an exemption should be narrowly
drawn to prevent excess profits for the industry. Hatch appeared to agree.

" don't care who gets the windfall," Hatch said. "I would prefer it go to the federal government or the
states." "REUTERS@
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Mr. President, farmers face a great deal of uncertainty. The uncontrollable forces of
pature or a volatile market can destroy a farmer's livelihood without warning. When the
crops are planted, growers worry about whether they’ll be enough rain--or wo much;
whether supply will be too great or demand o small; whether prices will be too low, or
production costs too high. For tobacco growers, these unavoidable concerns were
compounded when the tobacco industry and the 40 statcs’ attorncys general unveiled their
global settlement of tobacco issues on June 20 of this year. The parties did not address how
the settlement would affect America’s tobacco growers and their communities, however.

Much has happened since that time. Congressional hearings have been held,
legislation has been drafted, and the President has reviewed the global settlement. A
common theme runs through these separate actions, and that theme is that tobacco [armers
and the families and communities that depend on them should not be punished by
comprehensive tobacco legislation. I believe the President said it best when he rcmarked
during his discussion of the tobacco setllement in Sepember that “we have a responsibility o
[tobacco growers]. They haven’t done anything wrong. They haven’t done anything illegal.
They're good, hardworking, tax-paying citizens, and they have not caused this problem.
And we cannot let them, their families, or their communities just be crippled and broken by
this. And, | don't think of the public health community wants to do that . . . We're trying
to change America and make everybody whole. And they deserve a chance to have their
lives, and be made whole, and (o go on with the future as well.”

My staff and I have been working for a number of months on a proposal I believe
may offer a2 means of making tobacco growers whole and providing the resources necessary
to expand economic opportunities in tobacco-dependent regions. While we have discussed
thesc concepts with various people, 1 would like to describe it more publicly now so that I
can get broader feedback from interested parties. In putting together this proposal, we have
talked to tobacco growers, local government officials intcrested in cconomic development,
agricultural economists and members of the public health community.

To reduce youth smoking, health advocates seek an immediate and substantial increase
in the price of tobacco products. If Congress adopts this siralegy, it will bave a substantial
effect throughout the tobacco-growing regions, and I believe we have an obligation to help
provide a soft landing for the people who would be affected.

The plan we’ve developed contains several components. First, it would compcnsatc
quota owners for the value of their quota, which is likely w be eroded over time by this
government action. Second, it would dismantle the existing federal tobacco program, which
has been under annual assault, and rcinstitute a privatized supply-limiting program. Third, it
would target economic development funds to tobacco-dependent communities, to be used to
attract quality jobs and train individuals for them. The effect of these changes, which [ will
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describe in more detail, would be to give quota holders the value of their asset, guarantee
that producers retain a program stabilizing the supply and price of tobacco, reduce operating
costs to the grower by eliminating the expenscs associated with buying or leasing quota,
make domestic tobacco more competitive, and pravide long-term ecopomic development.

Buy-out of quota asset. Tobacco quota refers to the amount of tobacco thar can be
produced domestically. Last year, there were 1.5 billion pounds of tobacco quota. Today,
quota owned by an individual, which represents the proportion of the total amount of
domestic quota an owner has the right to produce, is an asset which can be bought or sold or
leased. Tts value has accrued over time, and for many in tobacco-producing regions it is the
major asset used to pay for retirement. Farmers acquire quota throughout their lives so they
can grow tobacco to sustain their families, and then in retirement sell or lease it to others for
income. A substantial and immediate increase in the price of tobacco products will decrease
demand and will reduce thc amount of quota. This erodes the value accrued by quota-
holders, as their proportionate share declines with demand. Since so many have invested in
this asset, many of whom rely on it for retirement, it is appropriate to compensate for the
decline in value caused by a radical change in government policy.

1 propose giving quota owners $8/pound for their quota. The funds would be paid out
in five annual installments of $1.60/pound based on the three-year average (1995-1997) of
their basic quota. To avoid serious tax consequences, which would be the government giving
with one hand and taking away with the other, the funds could be placed in a tax-deferred
401(k)-typc plan, or used tax-free (o reduce debt associated with acquiring the quota. This
program would convert existing quota into cash, it would terminate the existing tobacco

quota systcm, and a new program would be instituted to give growers the right to grow
tobacco through the issuance of licenses.

New Tobacco Program. 1t is crucial that we recopstitute some form of supply-
limiting tobacco program. Without one, production shifts to large agribusinesses that are
encouraged to grow as much tobacco as possible. The price for tobacco would plummet, and
many communitics where tobacco is now grown would be immediately devastated. A
supply-limiting program stabilizes the price of tobacco, so that wild swings don't put small
growers out of business, and limits production. While many agricultural commodity
programs have moved away from the supply-limiting approach, I believe it is still appropriate
in the unique case of tobacco. 'There is no other farm product where the ultimate goal is to
increase the cost to consumers, not decrease it. In addition, the "free market” isu’t s free
in the tobacco industry, because there are essentially only four buyers who have unparalleled
control over the market. To require farmers to contract individually with the few large
buyers is to put the farmers at a gross competitive disadvantage.

The new tobacco program should be privatized to the extent possible. No onc cnjoys
the annual uncertainty tbat follows from copstant attempts to end the tobacco program.
Growers, who benefit from the program, should be willing to take on the obligation of
running it. Once all the quota has been bought out, the new system would grant licenses to
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actual tobacco producers. These licenses would go to all producers, whether they were quota
holders, tepant farmers or quota leasees. There would be no significant cost associated with
acquiring the licenses. These licenses would give the farmer the right w continue growing
tobacco, but unlike the previous system that right could not be bought or sold or leased. In
other words, that license, unlike quota, would not be a liquid asset. If the grower decided to
stop exercising the right to produce graned by the license, the license would be surrendered
to the issuing authority, which could then reissue the license to another grower. By wringing
the value out of quota through the buy-out, producers will no longer face the expense of
leasing or buying quota. Once that cost of operation is eliminated--which represents about
40¢ of the price of a pound of flue-cured tobacco--the producer can be more competitive,
both here and overseas. And by being more competitive, the decline in quota will not be as
steep, and growers will not suffer the severe dislocation that a sudden drop in quota would
create, whether that drop is caused by decreased demand or increased costs of production.

I would like to see the creation of a privatized authority that would govern the
production, marketing, importation, exportation and consumer quality assurance of U.S. farm
produced tobacco. This authority, which I'll call the Tobacco Production Control
Corporation, could have a varied membership, and one option would be to have an authority
with 21 members. The members would include the Secretary of Agriculture, the Secretary
of Heallh and Human Services, the Administrator of EPA, the 1J.S. Trade Represeniative,
nine representatives of Tobacco Loan Associations, four rotating representatives of the public
health community, onc rcpresentative from domestic cigarette manufacturers, one
representative form the domestic export leaf dealers, one representative from tobacco
marketing facilities, one representative from the Tobacco Marketing and Quality Assurancc

Corporation and one representative from the agriculture departuent of a tobacco state
university.

The Tobacco Loan Associations would be comprised of all licensees of each
respective type of tobacco. Initially, licenses would be issued to all tobacco growers based
on the three-year average (1995-1997) of tobacco they produced. The Tobacco Loan
Associations would issue licenses to control the quantity of tobacco production, and would
assure compliance by levying fines. Additionally, they would arrange for financing and
administration of price supports, including the right to receive, process, store and sell any
U.S. produced tobacco received as collateral for private price support loans.

The Tobacco Marketing and Quality Assurance Corporation would be created to
determine and describe the physical characteristics of U.S. farm-produced tobacco and
unmanufactured imported tobacco, operate a crop insurance program, and assure the physical
and chemical integrity of U.S. produced 4and imported unmanufactured tobacco. This would
insure that the tobacco being used in domestically manufactured tobacco products is of the
highest quality and is free from prohibited physical and chemical agents. The Quality
Assurauce Corporation would consist of a CEO hired by the Tobacco Praduction Control
Corporation and a staff experience in the sampling and analysis of unmanufactured tobacco
and capable of collecting data and monitoring tobacco production and consumption
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information.

These are the elements that could constitute a new tobacco program. Under this
proposed program, once the quota holder has received the value of (e asset, 4 new system
of regulating the production of tobacco would be created. This approach honors the value ot
© quota, retains the price stabilizing benefits of the tobacco program but climinates the current
costs associated with acquiring quota, making domestic tobacco more competitive in the
foture. I'd like to acknowledge the insightful contribution of Henry Maxey, a tobacco grower
from Pittsylvania County, who first presented this idea to 2 member of my staff in a meeting
a few months ago in the Halifax office of Delegate Ted Bennett. While I've golten input

from an number of people since then, Mr. Maxey should be credited with getting the ball
rolling.

Economic Development: 1 would like to devote $250 million annually for economic
diversification in tobacco-dependent communities. Unfortupately, the biggest export in many
of the tobacco-growing regions is the children. They leave the area because there aren’t
enough high quality jobs in the community. Tobacco legislation provides us a unique
opportunity to address this situation. The economic development funds should be used for
two purposes: altracling quality jobs and training people to fill them.

I believe that economic development activities are best generated from those most
familiar with 2 community's needs. Generally speaking, | believe that economic
development funds should go to counties to carry out those activities that best suit theis
needs. T would envision that the funds would be distributed to localities based on their
proportionate share of the amount of tobacco produced annually, which is a rough
approximation of how dependent each community is on tobacco income. In order to foster
long-range thinking and coordination in the region, the communities should develop and
submit economic development plans. In the case where an independent city is surrounded by
a tobacco-dependent county, but doesn’t itself produce tobacco, representatives from the city
should have a voice in the development of the county’s economic development plan, due to
the economic interdependence of the two indcpendent governments. '

In some circumstances, counties have banded together to form regional economic

~ devclopment commissions, like the A.L. Philpott Southside Economic Development
Commission in Virginia. Tn that case, the commission should be given the authority to
coordinate the economic development funds, allowing the various counties to bencfit from 2
regional approach. Such an approach would avoid duplicative efforts to provide the same
services or attract the same industries as a neighbor in the region, making the funds more
effective. When coordinating the economic development investments, the commission will
be required to target a certain percentage of the funds to the most tobacco-dependent counties
as determined by their proporlionate share of the amount of tobacco produced annually. This
approach combines regional planning with local investment.

The funds can only be used for specific purposes, such as improving tbe quality of all
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levels of education in the region, promoting tourisru through natural resource protection,
constructing advanced manufacturing centers, industrial parks, water and sewer facilities and
transportation ivprovements, establishing small business incubators, and installing high
technology infrastructure improvcments. We will nced (o insure, however, that these funds

are not used to reducc the amount of funding that would otherwise be provided by the local.
state or federal governments.

Transition. Whenever there is a major shift in a program like the onc this proposal
contemplates, we need to be concerned about providing a smooth trausition. In fact, the
uncertainty created by the mere possibility of major tobacco legislation will undoubtedly
affect tobacco growers next year, who expect a serious decline in quota bceause these issues
remain unresolved. To make sure that currcnt producers can survive until this vew system is
implemented over the five-year buy-out period, we should consider giving a minimum of
income protection during this period. One option would be to add protections in (e event
tobacco quota falls by morc than 10% from 1997 levels. If that occurs, tobacco producers
would be eligible for a $1/pound payment for lost quota from their 1997 level. This is

especially important to farmers operating without much margin, as we make the Tansition (o
a more competitive marketplace.

Conclusion. | hope that these ideas gencrate some discussion and ultimately T intend
to introducc legislation incorporating these ideas. My purpose is to find a mechanism that
recognizes the changes facing the tobacco industry, and provides somc degree of certainty to
tobacco growers and their communities so that they are not faced with cataclysmic upheaval
as a result of those changes. And T look forward to working toward this goal with collcagues
who are inlerested in addressing these challenges.



A NEW PROPOSAL REGARDING TOBACCO

>

Summary: Because government action is about to erode the value of quota, thcre would be a
buy out of all existing quota at $8/lb. A privatized tobacco program limiting supply would
be reinstituted, providing growers with a license to grow tobacco based un historical
average production for that grower. To pruvide long-term economic security in tobacco
communities, $250 million would be provided for economic development. Finally, a

transition payment would be offered to growers as the system changes from its present form
to the new one.

Quota Equity Buy-out: The proposal would give quota owners $8/pound for their quota.
The funds would be paid out in five annual installments of $1.60/pound based on the three-
year average (1995-1997) of their basic quota. To avoid serious tax consequences, which
would be the government giving with one hand and taking away with the other, the funds
could be placed in a tax-deferred 401(k)-type plan, or used tax-free to reduce debt
associated with acquiring the quota. This program would convert cxisting quota iato cash,
it would terminate the cxisting tobacco quota system, and a new program would be
instituted to give growers the right to grow tobacco through the issuance of licenses.

New Tobacco Program: Once all the quota has been bought out, the new system would
grant licenses to actual tobacco producers. These licenses would go to all producers,
whether they were quota holders, tenant farmers or quota leasces. There would be no
significant cost associated with acquiring the licenses. These licenses would give the farmer
the right to continue growing tobacco, but unlike the previous system that right could not he
bought or sold or leased. In other words, that license, unlike quota, would oot be a liquid
asset. If the grower decided to stop exercising the right to produce granted by the license,
the license would be surrendered to the issuing authority, which could then reissue the
license to another grower. By wringing the valuc out of quota through the buy-out,
produccrs will no longer face the expense of leasing or buying quota. Once that cost of
operation is eliminated—which represcnts about 40¢ of the price of a pound of flue-cured
tobacco—the producer can be more competitive, both here and overseas. And by being
more competitive, the decline in quota will not be as steep, and growers will not suffer the
severe dislocation that a sudden drop in quota would create, whether that drop is caused by
decreased demand or increased costs of production.

Economic Development: In addition, $250 million annually would be allocated for
economic development in tobacco dependent communities. The funds could be used for
specific purposes, such as improving the quality of all levels of education in the region,
promoting tourism through natural resource protection, constructing advanced
manufacturing centers, industrial parks, watcr and sewer facilities and transportation

improvements, establishing small business incubators, and installing high technology
infrastructure improvements.

Transition: To make sure that current producers can survive until this new system is
implemented over the five-year buy-out period, the proposal contemplates giving a
minimum of income protection during this period. One option would be to add protections
in the event tobacco quota falls by more than 10% from 1997 levels. If that occurs,

tobacco producers would be eligible for a $1/pound payment for lost quota from their 1997
level.
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Long-Term Economic Assistance For Farmers (LEAF) Act
Summary

1. Short Title and Table of Contents

2. Tobacco Community Revitalization Trust Fund. Allocates $28.5 billion from tobacco
manufacturer payments under a tobacco settlement to create the fund. The payments would be
allocated to domestic manufacturers on the basis of market share. Monies deposited into the
fund would be used for the following purposes:

1. PAYMENTS FOR LOST TOBACCO QUOTA: The bill establishes a system to
compensate farmers for reduction in tobacco quota below the average 1994-1996
quota. Quota holders would be paid $4 per pound per year for every pound quota
falls below the baseline level. Payments to an individual quota holder would be
subject to a lifetime limit of $8 per pound times the fanmer’s baseline quota. The
right 1o receive payments would transfer with the sale of the quota.

Farmers who lease tobacco would be an effective rate of $2 per pound for the
amount quota falls below what was leased in 1994-1996. The lessee has a
lifetime limit on payments equal to one-half the baseline amount times $8 per
pound.

Tenant farmers who raise tobacco for a quota owner would receive the same level
of payments as those who lease tobacco quota. Tenant farmers who raise tobacco
for a quota lessee would receive half of the payment going to the lessee.

The total amount payable to farmers would be limited to $1.6 billion per year.
Any monies owed in excess of this figure would be rolled over into the next year
until all payments are made.

Payments would be accelerated and paid in full upon the termination of the
tobacco program or in the case of a greater than 50% cut in quota for three
consecutive years.

2. TOBACCO PROGRAM AND RELATED COSTS: The bill would require
all costs associated with the tobacco program -- administrative costs, extension
services, Crop insurance, loan association administrative costs, grading and
inspection fees, etc. - to be paid for out of the fund. Costs are estimated not to
exceed $100 million per year.

Under the bill, the tobacco program would continue to operate, as would the
current system of farmer supported price support payments.

3. TOBACCO COMMUNITY DEVELOPMENT: The bill would provide

L ARy
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approximately $8.3 billion over 25 years ($300-350 million annually) in the form
of grants to states for agricultural and economic development in tobacco-
producing counties. Half of the money distributed 1o a state will be allocated
among counties in direct proportion to each county’s share of tobacco income for
that state. The other half of the grant may be used by states to fand agricultural
and economic development activities within eligible counties that meet criteria
listed in the bill.

At least 20% of the funds received by the states must be spent on agriculture-
related development activities.

The bill also includes long-term technical assistance to farmers and farmer-owned
businesses seeking to diversify the agricultural economy in tobacco-producing
counties. States would be required to spend at least 4% of grant amounts the total
amount provided to each state for technical assistance.

3. Modifications to Tobacco Program. Allows the Secretary of Agriculture to approve a
referendum on the lease of tobacco quotas within a single state; increases the penalties against
manufacturers who fail to purchase at least 90% of their tobacco purchase intentions and
deposits penalty payments into the Trust Fund; repeals the tobacco marketing assessment.

4. Farmer Opportunity Grants. Establishes a $1.4 billion grant program for tobacco farmers
and their families to pay for higher education. Grants would be made in the amount of $1,700
per year, rising to $2,900 annually by the year 2019. Both tobacco farmers and their dependents
would be eligible for grants, as would the immediate relatives of farmers whose primary place of
residence is with the tobacco farmer.

Grants would be used to pay the tuition and fees of attending an institution of higher leaming
including universities, community colleges and vocational schools. Academic eligibility would
be identical to the standards regulating Pell Grants. Receiving a2 Farmer Opportunity Grant
would not impact a student’s ability to receive other income-based assistance.

The bill would allow states to require firms receiving funding under Section 2 of the bill to give
preference in hiring to those individuals who have completed an educational program funded by
a Farmer Opportunity Grant.

5. Tobacco Worker Trausitional Program. Establishes a $500 million worker retraining
program, modeled on the NAFTA Trade Adjustment Assistance program. Workers would
qualify when the sales or production of a firm involved in the manufacture, processing or
warehousing of tobacco or tobacco products decline, in part or wholly due to the implementation
of a national tobacco settlement. Individuals who receive payments for lost tobacco quota would
not be eligible to receive assistance under this section.
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QUESTIONS AND ANSWERS ABOUT THE LEAF ACT

1. How will tobacco-producing communities receive the economic development
money in the bill? Economic development funds would be distributed to states on
the basis of each state’s share of national tobacco farm income. States would be
required to demonstrate that funds were used in tobacco-producing counties in an
amount equal to half of the county’s proportion of state tobacco farm income. The
remaining half could be spent according to the priorities identified by States to the
Secretary of Agriculture. All money must be spent within tobacco-producing counties.

2. How long will it take for tobacco-producing communities to receive
economic development money? The bill provides for funds to be made available
beginning on October 1, 1998.

3. What will money going to communities be used for? Who will decide? To
receive the economic development grant, a state must submit an economic
development plan to the Secretary of Agriculture detailing what activities would be
funded, what state agencies would have oversight of the funds and what controls will
be used to ensure the funds are spent appropriately.

Grant monies would be available for a wide range of development activities, including
business enterprise grants and loans, value-added processing facilities, infrastructure,
supplementary crops, and other activities that help create productive on- and off-farm
employment in tobacco producing counties.

The bill would require that least 20% of the funds received by a State be spent on
agriculture-related economic development and direct at least 4% of the grant money
to technical assistance that supports farmer-owned enterprises and agriculture-based
rural development enterprises.

4. Is the money taxable? The bill does not change current-law tax treatment of
assets or government payments.

5. Will you offer this measure as a stand-alone bill, as part of an overall
tobacco settlement or as an amendment to other legislation being considered
on the floor? Our aim in introducing the package is to ensure that farmer needs are
recognized and included in any national tobacco settlement. We will pursue any and
all avenues necessary to make this happen.

6. Where will the money come from? The programs in the bill would be funded by
a $28.5 billion trust fund created from within the amount tobacco companies are
required to pay as part of a national tobacco settlement.

7. Does your package actually help wean farmers off tobacco? Our package
compensates farmers for the loss they will suffer as a result of the enactment of a
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national tobacco settlement -- a settlement farmers had no part in negotiating. It
provides farmers with the opportunity to cease production of tobacco if they so
choose, by selling their quotas (which should have increased value under the LEAF
Act) to other farmers and taking advantage of the educational and economic
development funds provided in the bill. For the communities who will be severely
impacted by decline in tobacco production, the bill provides tools to diversify their
economies, both on and off the farm. For farmers who choose to continue to grow
tobacco for which there is a demand, the bill allows them to do so on the same basis
they have for the last sixty years.

8. What about the quota program? Our bill leaves the tobacco program intact.
The price support program operates at no net cost to the federal treasury. Our bill
would completely remove any federal economic involvement in the cultivation of
tobacco by reimbursing the government for every cost associated with growing
tobacco. The bill does so even in those cases like crop insurance and extension
services, programs that are available to virtually all farmers without regard to the crop
grown.

8. How long will farmers continue to receive payments for lost tobacco
quotas? Under the LEAF Act, a farmer would receive payments until he reached the
limit of $8 times his baseline quota, but in no case for longer than 25 years.

10. Why doesn’t your plan give farmers the option of a buyout? Farmers have
always had the option of a buyout, by selling their quota to another farmer. The
LEAF Act should help farmers who choose to stop growing tobacco by, first,
significantly increasing the value of a tobacco quota and, second, providing
educational and economic assistance for farmers to find another means of making a
living, on or off the farm. Quota values should increase because the LEAF Act
creates a compensation system that protects farmers against declining quota.
Removing this uncertainty about the future of quota helps protect its value.

11. Doesn’t this plan create an artificial market for tobacco? No. The LEAF Act
maintains the current tobacco program, which is market driven. The tobacco program
ensures a supply of leaf sufficient to meet the needs of domestic manufacturers, raw
leaf exporters and a reserve level. Without the program, it is very likely that a huge
surplus of tobacco would be created, driving prices down and bankrupting many
farmers.
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NORTH CAROLINA DEPARTMENT OF AGRICULTURE
AND CONSUMER SERVICES

POSTIION ON CURRENT TOBACCO NEGOTIATIONS
AS IT RELATES TO PRODUCTION

A meeting was held today at the request of Commissioner James A Graham 1o discuss farmer
needs in connection with the current tobacco settlement. The following people were in
attendance: Commissioner Graham, NCDA (chairman); Deputy Commissioner Weldon Denny,
NCDA: W.B. Jenkins, NC Farm Bureau; Larry Wooten, NC Farm Bureau; Lionel Edwards, Flue-
Cured Stabilization;, Armold Hamm, Flue-Cured Stabilization; Charles Harvey, Tobacco Growers
Assn. of NC; Robert Caldwell, NC State Grange; John Cyrus, NC State Grange;, Mac Dunkley,
Bright Belt Warehouse Assn.; Paul Dew, NC Agribusiness Council; Sam Coley, USDA-FSA,;
Carol Holley, USDA-FSA; William Upchurch, NCDA,; Carl Sofley, NCDA; David MclLeod,
NCDA; Harry Daniel, NCDA; Peter Daniel, NCDA. :

The group recommends as follows:
1. PROTECT THE CURRENT TOBACCO PROGRAM.
2. MAINTAIN THE TOBACCO QUOTA AND CURRENT PRICE SUFPORT SYSTEM.

3. A COMMITMENT FROM THE TOBACCO COMPANIES TO PURCHASE 600 MILLION
POUNDS OF FLUE-CURED TOBACCO ANNUALLY.

Tt was a consensus of this group that any legislation enacted by Congress to implement the
settlemnent should address the following growers concems. '

4. AUTHORIZE THE SECRETARY OF AGRICULTURE TO IMPLEMENT PROGRAM
CHANGES THROUGH A REFERENDUM BY THE GROWERS.

5. SET ASIDE ONE PERCENT ( 1% ) OF SETTLEMENT PACKAGE TO ALLOW FOR
QUOTA BUY-DOWN OR OTHER PROGRAM ENHANCEMENTS.

-6:¥TOBACCO GROWERS, GROWERS' ORGANIZATIONS, WAREHOUSES, AND -
DEALERS SHOULD RECEIVE THE SAME IMMUNITY OR LIMITATION OF .

EGAL LIABILITY AFFORDED TO THE TOBACCO COMPANIES. - - -

Prepared “Iu.ly 10, 1997 by the North Carolin.a"'
Depantment of Agriculture and Consumer Services
James A. Graham, Commissioner
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How does the tobacco program work? Since the New Deal, the government has supported the
price farmers receive for tobacco and controlled its production. It is illegal to grow tobacco
without & govemment-granted “quota.” This quota allows the farmer who holdsitto sella
certain amount of tobacco. As a practical matter, many quotas are now owned by retirees or non-
farmers. Active farmers lease from these quota-holders the right to grow tobacco.

Tobacco is produced mostly in the Southeast, but some production occurs in a number of states
outside that region. The primary types are flue~cured (produced chiefly in North Carolina) and
burley (produced chiefly in Kentucky). Generally, the federal government does not expend
money on the tobacco pro gram. Since the mid-1980s, assessments levied on producers and
purchasers of tobacco have been used to ensure that the program operates at “no net cost.”

The program has two badic features. First, quotas aim at keeping a tight balance between supply

and demand by restricting supply- Second, the government operates a price-support program that
guarantees 2 minimum price to farmers.

How might the “global settlement” affect the tobacco program? The agreement between
attorneys general and tobacco companies contains no provisions directly affecting growers.
Lowever, if the settiement were accompanied by 2 reduction in demand for tobacco as a result of

price increases and public education, prices received by farmers could decline. Production quotas
might need to be smaller, reducing farm revenues.

Some observers also believe the tobacco prografm will enjoy less Congressional and public

~ gupport in the future because of growing reluctance to encourage tobacco production. These

observers argue that producers have 2 unique opportunity, under the proposed global settlement,
to capture the equity they have built up in the existing system and either continue to grow
tobacco without public assistance or develop alternative income sources.

What are the weaknesses of the current tobacco program? Although tobacco grower groups

contend that the existing program works well, there are some signs of trouble ahead. The share
of imported tobacco in the U.S. market has risen from 10% in the 1950s to 35% today.
Meanwhile, the U.S. share of world tobacco exports has fallen from 30% in 1960 to 10% today.
Steadily increasing support prices, which are set by 2 formula that incorporates production cost
increases and other factors, have played a role in eroding U.S. competitiveness.

Imports may increase further. An increasingly stringent regulatory climate in the U.S. could also
create incentives for cigarette manufacturing to move offshore. As other countries become able
to produce higher-quality tobacco, such a migration of manufacturing is increasingly possible.
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A transition for tobacco producers would be funded by tobacco companies at a cost of about $15
billion in addition to the proposed $368.5 billion settlement. The legislation would --

1.

Buy out production quotas. Terminating the tobacco program would negate the value
of production quotas. Holders of these quotas have built up equity in a system
maintained by federal policy over half a century, and can reasonably argue for some
compensation. The 1996 “freedom to farm” law provided similar transitional
compensation for producers of several other crops.

All quota would be “bought out” at arate of $8 for each pound of quota. This rate is
derived from the recent average annual lease rate for quota of about 40 cents per pound.
Quota-holders could choose between (1) a lump sum payment in 1999 to those who
agreed to cease tobacco production altogether, and (2) three equal annual payments
beginning 1n 1999 to those who wished to retain the ability to grow tobacco (without 2
subsidy). Bach quota-holder’s buyout would be based on 1995-97 quotas.

Make transitioﬂ,payments to producers. Tobacco prices would likely decline as the
price support and quota systems ended. Producers who lease quota would also see their
production costs fall since they would no longer make lease payments. Because prices
might fall more than the decline in production costs, transition payments would be made
to producers who lease quota. The payments would amount to 40 cents per pound of
leased quota for three consecutive years while the program was being phased out.

Transition payments would be made only to producers leasing quota. Producers Who
both own and lcasc quota would receive transition payments based on their leased quota
and a buyout payment based on the quota they owned. Transition payments would be

based on a farmer’s average producuon*during 1993-97.

_ Phase out the price support system. In the four years after enactment of the new law,

the price support system would be gradually eliminated. In 1998, both price supports and
quotas would be established under existing practice. In 1999, quotas would be eliminated
through the buyout. Also in 1999, price supports would decline by 25%, then by & further
10% in each of 2000 and 2001, and would end thereafter.

Provide assistance to affected rural communities. In some states, tobacco is important
to many local economies. Both the settlement itsclf ond the end of the price support
program could cause dislocations in some of these communities. Therefore, $100 million
per year for three years would be provided in block grants to states dependent on tobacco,
in order to facilitate the development of alternative industries, crops and infrastructure.
States would be eligible for grants based on the number of tobacco-dependent counties, a
determination that would take into account a county’s gross tobacco sales receipts and its
total farm income. Recipient states would then determine the areas most in need of
assistance and would determine the purposes for which the money would be allocated.
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Tobacco producers would receive transition payments of 40 cents per pound
over three consecutive years for tobacco quota that they lease orf rentona cash-rent or
crop-share basis. Transition payments would be based on the average of three years
of production over the 1993-97 period. Producers who both own and lease quota would

receive transition payments based on their jeased quota and @ buyout pbased on the
- quota they own.

-MORE-
Page 2:
Lugar Tobacco Proposal
10-24-97

Under this legislation, producers would be able to grow whatever amounts of
tobacco they choose—free of government control. Most other farm programs went
through a similar change just last year when Congress passed the «freedom-to farm’
legistation. The global tobacco settiement would provide the funds to assist tobacco
farmers as they join other farmers in the free market.

Communities that are economically dependent on tobacco production would
receive $300 million in economic assistance. Eligible states would receive block grants
to facilitate the development of alternative crops, industries, and infrastructure.
Recipient states would then determine the areas most in need of assistance.

With or without a settlement, the forces to reform the tobacco program have
been converging for some time now and they can no longer be ignored. High domestic
price supports have hurt the competitiveness of U.S.-grown tobacco. Exports of
tobacco have fallen, while imports have grown. Congress has already ended
government control over nearly every other farm commodity And, most importantly,
Congress cannot ask Americans to accept federal support for tobacco production when
we are considering legislation to settle claims that stem directly from tobacco use.

Clearly, the tobacco program may not be sustainable for much longer. With that
reality facing all tobacco producers, we should not pass up this opportunity to provide
economic assistance to farmers and their communities. K

Lugar Progosal Summary

Plan _ \ Economic W Description
Assistance '
1. Quota holder $8 per pound of 1) A lump sum payment in 1999 for
buyout. quota. those who agree to end tobacco
production.

2) Three equal payments, from
41999-2001, to those who wish to
continue production.
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AS INTRODUCED IN THE SENATE {
s. 1313

1997 s. 1313; 105 s. 1313

<=1 Retrieve Bill Tracking Report

SYNOPSIS:

A BILL To provide market transition assistance to quota owners, tobacco
producers, and communities that are dependent on tobacco production, to phase
out Federal programs that support tobacco production, and for other purposes.

DATE OF INTRODUCTION: OCTOBER 24, 1997 {
DATE OF VERSION: OCTOBER 27, 1997 -- VERSION: 1
SPONSOR(S) :

Mr. LUGAR introduced the following bill; which was read twice and

referred to the Committee on Agriculture, Nutrition, and Forestry

TEXT:
* Be it enacted by the Senate and House of Representatives of the United*

*gtates of Rmerica in Congress assembled,
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
(a) SHORT TITLE.-THIS ACT MAY BE CITED AS THE "TOBACCO TRANglfION ACT".
(B) TABLE OF CONTENTS.-THE TABLE OF CONTENTS OF THIS ACT IS AS FOLLOWS:
Sec. 1. Short title; table of contents. )
Sec. 2. Purposes.
Sec. 3. Definitions.

TITLE I~TOBACCO PRODUCTION TRANSITION
Subtitle A-Tobacco Transition Contracts
Sec. 101. Tobacco Transition Account.
Sec. 102. Offer and terms of tobacco transition contracts.
Sec. 103. Elements of contracts.
Sec. 104. Buyout payments to owners. /
Sec. 105. Transition payments to producers. 6L
: ‘Subtitle B-Rural Economic Assistance Block Grants
Sec. 111. Rural economic assistance block grants. .
TITLE II-TOBACCO PRICE SUPPORT AND PRODUCTION ADJUSTMENT PROGRAMS
Subtitle A-Tobacco Price Support Program
S8ec. 201. Interim reform of tobacco price support program. L{
Sec. 202. Termination of tobacco price support program.
Subtitle B-Tobacco Production Adjustment Programs
Termination of tobacco production adjustment programs.

TITLE III-FUNDING : N
Sec. 301. Trust Fund.

Sec. 302. Commodity Credit Corporation.
SEC. 2. PURPOSES.
The purposes of this Act are-

Sec. 211.

2
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(1) to authorize the use of binding contracts between the United
States and tobacco quota owners and tobacco producers to compensate
them for the termination of Federal programs that support the
production of tobacco in the United States:

(2) to make available to States funds for economic assistance
initiatives in counties of States that are dependent on the
production of tobacco:; and

{(3) to terminate Federal programs that support the production of
tobacco in' the United States.

3. DEFINITIONS.

In this Act:

(1) ASSOCIATION.-THE TERM "ASSOCIATION" MEANS AR PRODUCER-OWNED
COOPERATIVE MARKETING ASSOCIATION THAT HAS ENTERED INTO R LOAN
AGREEMENT WITH THE COMMODITY CREDIT CORPORATION TO MAKE PRICE SUPPORT
AVAILABLE TO PRODUCERS.

(2) BUYOUT PAYMENT.-THE TERM "BUYOUT PAYMENT" MEANS A PAYMENT MADE
TO R QUOTA OWNER UNDER SECTION 104 IN 1 OR MORE INSTALLMENTS IN
ACCORDANCE WITH SECTION 102(c)(1). .

(3) CONTRACT.-THE TERM "CONTRACT" OR "TOBACCO TRANSITION CONTRACT",
MEANS A CONTRACT ENTERED INTO UNDER SECTION 102.

(4) GOVERNOR.-THE TERM "GOVERNOR" MEANS THE CHIEF EXECUTIVE OFFICER
OF A STATE.

(5) LEASE.-THE TERM "LEASE" MEANS A RENTAL OF QUOTA ON EITHER A
CASH RENT OR CROP SHARE BASIS.

(6) MARRKETING YEAR.-THE TERM "MARKETING YEAR" MEANS-

(R) IN THE CASE OF FLUE-CURED TOBACCO, THE PERIOD BEGINNING
JULY 1 AND ENDING THE FOLLOWING JUNE 30: AND

(B) IN THE CASE OF EACH OTHER KIND OF TOBACCO, THE PERIOD
BEGINNING OCTOBER 1 AND ENDING THE FOLLOWING SEPTEMBER 30.

(7) OWNER.-THE TERM "OWNER" MEANS A PERSON WHO, AT THE TIME OF
ENTERING INTO A TOBACCO TRANSITION CONTRACT. OWNS QUOTA PROVIDED BY
THE SECRETARY. .

(8) PHASEOUT PERIOD.-THE TERM "PHASEOUT PERIOD" MEANS THE 3-YEAR
PERIOD CONSISTING OF THE 1999 THROUGH 2001 MARKETING YEARS.

(9) PRICE SUPPORT.-THE TERM "PRICE SUPPORT" MEANS A NONRECOURSE
LOAN PROVIDED BY THE COMMODITY CREDIT CORPORATION THROUGH AN
ASSOCIATION FOR THE KIND OF TOBACCO INVOLVED..

(10) PRODUCER.-THE TERM “PRODUCER" MEANS A PERSON WHO DURING AT
LEAST 3 OF THE 1993 THROUGH 1997 CROPS OF TOBACCO (AS DETERMINED Y
THE SECRETARY) THAT WERE SUBJECT TO QUOTA-

(A) LEASED QUOTA: _
(B) SHARED IN THE RISK OF PRODUCING A CROP OF TOBACCO; AND
(C) MARKETED THE TOBACCO SUBJECT TO QUOTA.

(11) QUOTA.-THE TERM "QUOTA"™ MEANS THE QUANTITY OF TOBACCO PRODUCED
IN THE UNITED STATES, AND MARKETED DURING A MARKETING YEAR, THAT WILL
BE USED IN, OR EXPORTED FROM, THE UNITED STATES DURING THE MARKETING
YEAR (INCLUDING AN ADJUSTMENT FOR STOCKS). AS ESTIMATED BY THE
SECRETARY. )

(12) SECRETARY.-THE TERM "SECRETARY" MEANS THE SECRETARY OF
AGRICULTURE.

. (13) STATE.-THE TERM "STATE" MEANS EACH OF THE SEVERAL STATES OF
THE UNITED STATES, THE DISTRICT OF COLUMBIA, THE COMMONWEALTH OF
PUERTO RICO, AND ANY OTHER TERRITORY OR POSSESSION OF THE UNITED
STATES.

(14) TOBACCO.-THE TERM “"TOBACCO" MEANS ANL KIND OF TOBACCO FOR A
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WHICH A MARKETING QUOTA IS IN EFFECT OR FOR WHICH A MARKETING QUOTA
IS NOT DISAPPROVED BY PRODUCERS.

(15) TOBACCO TRANSITION ACCOUNT.-THE TERM "TOBACCO TRANSITION
ACCOUNT" MEANS THE TOBACCO TRANSITION ACCOUNT ESTABLISHED BY SECTION
101(A). 1

(16) TRANSITION PAYMENT.-THE TERM “"TRANSITION PRLHENT" MEANS A
PAYMENT MADE TO A PRODUCER UNDER SECTION 105 FOR EACH OF THE 1999
THROUGH 2001 MARKETING YEARS.

(17) TRUST FUND.-THE TERM "TRUST FUND" MEANS THE NATIONAL TOBACCO
SETTLEMENT TRUST FUND ESTABLISHED IN THE TREASURY OF THE UNITED
STATES CONSISTING OF AMOUNTS THAT ARE APPROPRIATED OR CREDITED TO THE
TRUST FUND FROM THE TOBACCO SETTLEMENT APPROVED BY CONGRESS.

(18) UNITED STATES.-THE TERM "UNITED STATES", WHEN USED IN A
GEOGRAPHICAL SENSE, MEANS ALL OF THE STATES.

TITLE I-TOBACCO PRODUCTION TRANSITION
Subtitle A-Tobacco Transition Contracts
SEC. 101. TOBACCO TRANSITION ACCOUNT.

(a) ESTABLISHMENT.-THERE 1S ESTABLISHED IN THE TRUST FUND A TOBACCO
TRANSITION ACCOUNT.

(B) USE.-FUNDS APPROPRIATED OR CREDITED TO THE TOBACCO TRANSITION
ACCOUNT SHALL BE AVAILABLE FOR PROVIDING BUYOUT PAYMENTS AND TRANSITION
PAYMENTS AUTHORIZED UNDER THIS SUBTITLE.

(C) TERMINATION.-THE TOBACCO TRANSITION ACCOUNT TERMINATES EFFECTIVE
SEPTEMBER 30, 2001.

SEC. 102. OFFER AND TERMS OF TOBACCO TRANSITION CONTRACTS.

(a) OFFER.-THE SECRETARY SHALL OFFER TO ENTER INTO A TOBACCO TRANSITION
CONTRACT WITH EACH OWNER AND PRODUCER OF TOBACCO. '

{(B) TERMS.-UNDER THE TERMS OF A CONTRACT, THE OWNER OR PRODUCER SHALL
AGREE, IN EXCHANGE FOR A PAYMENT MADE PURSUANT TO SECTION 104 OR 105, AS
APPLICABLE., TO RELINQUISH THE VALUE OF QUOTA THAT IS OWNED OR LEASED.

(C) RIGHTS OF OWNERS AND PRODUCERS.- B

(1) OWNERS.-AN OWNER SHALL ELECT TO RECEIVE A BUYOUT PAYMENT IN-

(R) 1 INSTALLMENT FOR THE KIND OF TOBACCO INVOLVED, IN EXCHANGE
FOR PERMANENTLY FOREGOING PRODUCTION OF TOBRCCO: OR

(B) 3 EQUAL INSTALLMENTS, 1 INSTALLMENT FOR EACH OF THE 1999
THROUGH 2001 CROPS OF TOBACCO, IN WHICH CASE THE OWNER SHALL HAVE
THE RIGHT TO CONTINUE PRODUCTION OF EACH OF THOSE CROPS.

(2) PRODUCERS.-IN THE CASE OF EACH OF THE 1999 THROUGH 2001 CROPS
FOR THE KIND OF TOBACCO INVOLVED, R PRODUCER WHO IS NOT AN OWNER
DURING THE 1998 MARKETING YEAR FOR THE KIND OF TORACCO INVOLVED SHALL

NOT BE SUBJECT TO ANY RESTRICTIONS ON THE QUANTITY OF TOBACCO
PRODUCED OR MARKETED. T

SEC. 103. ELEMENTS OF CONTRACTS.
(a) DEADLINES FOR CONTRACTING.~-
(1) COMMENCEMENT.-TO THE MAXIMUM EXTENT PRACTICABLE. THE SECRETARY
SHALL COMMENCE ENTERING INTO CONTRACTS UNDER THIS SUBTITLE NOT LATER
THAN 90 DAYS AFTER THE DATE OF ENACTMENT OF THIS ACT.
(2) DEADLINE.-THE SECRETARY MAY NOT ENTER INTO A CONTRACT UNDER
THIS SUBTITLE AFTER JUNE 31, 1999.
(B) DURATION OF CONTRACT.-
(1) BEGINNING DATE.-THE TERM OF A CONTRACT SHALL BEGIN ON THE DATE

THAT 1S THE BEGINNING OF THE 1999 MARKETING YEAR FOR THE KIND OF
TOBACCO INVOLVED.

(2) TERMINATION DATE.- R
(A) IN GENERAL.-EXCEPT AS PROVIDED IN SUBPARAGRAPH (B), THE %

0
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TERM OF A CONTRACT SHALL TERMINATE ON THE DATE THAT IS THE END OF
THE 2001 MARKETING YEAR FOR THE KIND OF TOBACCO INVOLVED.

(B) EXCEPTION.-IN THE CASE OF AN OWNER WHO ENTERS INTO A
CONTRACT AND ELECTS TO RECEIVE A BUYOUT PAYMENT IN 1 INSTALLMENT
UNDER SECTION 102(C)(1)(A). THE CONTRACT SHALL BE PERMANENT.

(C) TIME FOR PAYMENT.

(1) IN GENERAL.-AR BUYOUT PAYMENT OR TRANSITION PAYMENT SHALL BE
MADE NOT LATER THAN THE DATE THAT IS THE BEGINNING OF THE MARKETING
YEAR FOR THE KIND OF TOBACCO INVOLVED FOR EACH YEAR OF THE TERM
of a tobacco transition contract of an owner or producer of tobacco.
(2) APPLICABILITY.~THIS SUBSECTION SHALL BE APPLICABLE TO ALL
PAYMENTS COVERED BY SECTION 102(c).
SEC. 104. BUYOUT PAYMENTS TO OWNERS.

{a) IN GENERAL.-DURING THE PHASEOUT PERIOD, THE SECRETARY SHALL MAKE
BUYOUT PAYMENTS TO OWNERS IN ACCORDANCE WITH SECTION 102(C)(1).

(B) COMPENSATION FOR LOST VALUE.-THE PAYMENT SHALL CONSTITUTE
COHPENQATION FOR THE LOST VALUE TO THE OWNER OF THE QUOTA.

(C) PAYMENT CALCULATION.-UNDER THIS SECTION, THE TOTAL AMOUNT OF THE
BUYOUT PAYMENT MADE TO AN OWNER SHALL BE DETERMINED BY MULTIPLYING-

(1) $8.00; BY
(2) THE AVERAGE ANNUAL QUANTITY OF QUOTA OWNED BY THE OWNER DURING
THE 1995 THROUGH 1997 CROP YEARS.
SEC. 105. TRANSITION PAYMENTS TO PRODUCERS.

(a) IN GENERAL.-THE SECRETARY SHALL MAKE TRANSITION PAYMENTS DURING
EACH OF THE 1999 THROUGH 2001 MARKETING YEARS FOR A KIND OF TOBACCO THAT
WAS SUBJECT TO A QUOTA TO A PRODUCER WHO-

(1) PRODUCED THE KIND OF TOBACCO DURING AT LEAST 3 OF THE 1993
THROUGH 1997 CROP YEARS: AND
(2) ENTERED INTO A TOBACCO TRANSITION CONTRACT.

(B) TRANSITION PAYMENTS LIMITED TO LEASED QUOTA.~-A PRODUCER SHALL BE
ELIGIBLE FOR TRANSITION PAYMENTS ONLY FOR THE PORTION OF THE PRODUCTION
OF THE PRODUCER THAT IS SUBJECT TO QUOTA THAT IS yEASED DURING THE 3 CROP
YEARS DESCRIBED IN SUBSECTION (A)(1).

(C) COMPENSATION FOR LOST REVENUE.-THE PAYMENTS SHALL CONSTITUTE
COMPENSATION FOR THE LOST REVENUE INCURRED BY A TOBACCO PRODUCER DURING
EACH OF THE 1999 THROUGH 2001 MARKETING YEARS FOR THE KIND OF TOBACCO
INVOLVED.

(D) ELECTION BY PRODUCER: PRODUCTION. -

(1) ELECTION.~THE PRODUCER MAY ELECT WHICH 3 OF THE 1993 THROUGH
1997 CROP YEARS SHALL BE USED FOR THE CALCULATION UNDER SUBSECTION
(E). .

(2) PRODUCTION.-THE PRODUCER SHALL HAVE THE BURDEN OF DEMONSTRATING
TO THE SECRETARY THE PRODUCTION OF TOBACCO FOR EACH YEAR OF THE
ELECTION.

(E) PAYMENT CALCULATION.-UNDER THIS SECTION, EACH OF THE 3 TRANSITION
PAYMENTS MADE TO A PRODUCER FOR THE KIND OF TOBACCO INVOLVED SHALL BE
DETERMINED BY MULTIPLYING-

(1) 40 CENTS: BY

(2) THE AVERAGE QUANTITY OF THE KIND OF TOBACCO PRODUCED BY THE
PRODUCER DURING THE 3 CROP YEARS ELECTED BY THE PRODUCER UND R
SUBSECTION (D). i

Subtitle B-Rural Economic Assistance Block Grants
SEC. 111. RURAL ECONOMIC ASSISTANCE BLOCK GRANTS.

(a) IN GENERAL.-FOR EACH OF FISCAL YEARS 1999 THROUGH 2001, THE

SECRETARY SHALL USE FUNDS IN THE TOBACCO TRANSITION ACCOUNT TO PROVIDE
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BLOCK GRANTS TO TOBACCO-GROWING STATES TO ASSIST AREAS OF SUCH A STATE
THAT ARE ECONOMICALLY DEPENDENT ON THE PRODUCTION OF TOBACCO.

(B) FUNDING.-TO CARRY OUT THIS SECTION. THERE SHALL BE CREDITED TO THE {
TOBACCO TRANSITION ACCOUNT, FROM THE TRUST FUND, $100,000.000 FOR EACH OF
FISCAL YEARS 1999 THROUGH 2001.

(C) PAYMENTS BY SECRETARY TO TOBACCO-GROWING STATES.-

(1) IN GENERAL.-THE SECRETARY SHALL USE THE AMOUNT AVAILABLE FOR A
FISCAL YEAR UNDER SUBSECTION (B) TO MAKE BLOCK GRANT PAYMENTS TO THE
GOVERNORS OF TOBACCO-GROWING STATES. e

(2) AMOUNT.-THE AMOUNT OF A BLOCK GRANT PAID TO A Tonnceb-GROWING
STATE SHALL BE BASED ON- nl
(A) THE NUMBER OF COUNTIES IN THE STATE IN WHICH TOBACCO
PRODUCTION IS A SIGNIFICANT PART OF THE COUNTY'S ECONOMY: AND
(B) THE LEVEL OF ECONOMIC DEPENDENCE OF THE COUNTY ON TOBACCO
PRODUCTION.
(D) GRANTS BY STATES TO ASSIST TOBACCO-GROWING AREAS.-

(1) IN GENERAL.-A GOVERNOR OF A TOBACCO-GROWING STATE SHALL USE THE
AMOUNT OF THE BLOCK GRANT TO THE STATE UNDER SUBSECTION (C) TO MAKE
GRANTS TO COUNTIES OR OTHER PUBLIC OR PRIVATE ENTITIES IN THE STATE
TO ASSIST AREAS THAT ARE DEPENDENT ON THE PRODUCTION OF TOBACCO, AS
DETERMINED BY THE GOVERNOR.

(2) AMOUNT.-THE AMOUNT OF A GRANT PAID TO A COUNTY OR OTHER ENTITY
TO ASSIST AN AREA SHALL BE BASED ON (AS DETERMINED BY THE SECRETARY)-

(A) THE RATIO OF GROSS TOBACCO SALES RECEIPTS IN THE AREA TO
THE TOTAL FARM INCOME IN THE AREA: AND

(B) THE RATIO OF ALL TOBACCO RELATED RECEIPTS IN THE AREAR TO *
THE TOTAL INCOME IN THE ARERA.

(3) USE OF GRANTS.-R COUNTY OR OTHER ENTITY THAT RECEIVES A GRANT
UNDER THIS SUBSECTION SHALL USE THE GRANT IN A MANNER DETERMINED
APPROPRIATE BY ' W

the county or entity (with the approval of the State) to assist producers
and other persons who are economically dependent on the produqﬁibn”of
tobacco, including use for- BRI
(A) on-farm diversification and alternatives to t
of tobacco and risk management:; and i
(B) off-farm activities such as development of no xgbacco g
related jobs. e §
(e) TERMINATION OF AUTHORITY.-THE AUTHORITY PROVIDED BY THIS SECTION
TERMINATES OCTOBER 1, 2001.
TITLE II-TOBACCO PRICE SUPPORT AND PRODUCTION ADJUSTMENT PROGRAMS
Subtitle A-Tobacco Price Support Program
SEC. 201. INTERIM REFORM OF TOBACCO PRICE SUPPORT PROGRAM.
(a) PRICE SUPPORT RATES.-SECTION 106 OF THE AGRICULTURAL ACT OF 1949 (7
U.S.C. 1445) IS AMENDED-

(1) BY STRIKING SUBSECTION (A) AND INSERTING THE FOLLOWING:

“"(A) IN GENERAL.-THE PRICE SUPPORT RATE FOR EACH KIND OF TOBACCO FOR
WHICH QUOTAS HAVE BEEN APPROVED SHALL BE REDUCED BY-

"(1) FOR THE 1999 CROP, 25 PERCENT FROM THE 1998 SUPPORT RATE FOR
THE KIND OF TOBACCO INVOLVED;

“(2) FOR THE 2000 CROP, 10 PERCENT FROM THE 1999 SUPPORT RATE FOR
THE KIND OF TOBACCO INVOLVED:; AND -

"(3) FOR THE 2001 CROP, 10 PERCENT FROM THE 2000 SUPPORT RATE FOR
THE KIND OF TOBACCO INVOLVED.": -

(2) BY STRIKING SUBSECTIONS (B) AND (F): AND N

(3) BY REDESIGNATING SUBSECTIONS (C), (D), AND (G) A% SUBSECTIONS i

]

pro 'cfidn




S. 1313 OCTOBER 27, 1997 -- VERSION: 1 v
H ]
(B)., (C), AND (D). RESPECTIVELY. '

(B) BUDGET DEFICIT ASSESSMENT.-SECTION 106 OF THE AGRICULTURAL Adr OF
1949 (7 U.S.C. 1445) (AS AMENDED BY SUBSECTION (A)(3)) IS AMENDED BY
STRIKING SUBSECTION (D) AND INSERTING THE FOLLOWING:

"(D) TOBACCO TRANSITION PAYMENT.-EFFECTIVE ONLY FOR THE 1998 CROP OF
TOBACCO, THE SECRETARY OF THE TREASURY SHALL TRANSFER FROM THE TOBACCO
TRANSITION ACCOUNT OF THE NATIONAL TOBACCO SETTLEMENT TRUST FUND AN
AMOUNT EQUAL TO THE PRODUCT OBTAINED BY MULTIPLYING-

"(1) THE AMOUNT PER POUND EQUAL TO 2 PERCENT OF THE NATIONAL PRICE
SUPPORT LEVEL FOR EACH KIND OF TOBACCO FOR WHICH PRICE SUPPORT IS
MADE AVAILABLE UNDER THIS ACT: AND

*(2) THE TOTAL QUANTITY OF THE KIND OF TOBACCO THAT IS PRODUCED OR
PURCHASED IN, 'OR IMPORTED INTO, THE UNITED STATES.".

(C) NO NET COST TOBACCO FUND AND ACCOUNT.-

(1) NO NET COST TOBRCCO FUND.-SECTION 106A OF THE AGRICULTURAL ACT
OF 1949 (7 U.S.C. 1445-1) IS AMENDED TO READ AS FOLLOWS:

"SEC. 106A. NO NET COST TOBACCO FUND.

"(a) DEFINITIONS.-IN THIS SECTION:

“(1) ASSOCIATION.-THE TERM °‘'ASSOCIATION' MEANS A PRODUCER-OWNED

 COOPERATIVE MARKETING ASSOCIATION THAT HAS ENTERED INTO A LOAN

AGREEMENT WITH THE CORPORATION TO MAKE PRICE SUPPORT AVAILABLE TO
PRODUCERS OF A KIND OF TOBACCO.

"(2) CORPORATION.-THE TERM 'CORPORATION' MEANS THE COMMODITY CREDIT
CORPORATION, AN RGENCY AND INSTRUMENTALITY OF THE UNITED STATES
WITHIN THE DEPARTMENT OF AGRICULTURE THROUGH WHICH THE SECRETARY
MAKES PRICE SUPPORT AVAILABLE TO PRODUCERS.

*(3) NET GAINS.-THE TERM 'NET GAINS' MEANS THE AMOUNT BY WHICH THE

TOTAL PROCEEDS OBTAINED FROM THE SALE BY AN ASSOCIATION OF A CROP OF

QUOTA TOBACCO PLEDGED TO THE CORPORATION FOR A PRICE SUPPORT LOAN
EXCEEDS THE PRINCIPAL AMOUNT OF THE PRICE SUPPORT LOAN. MADE BY THE
CORPORATION TO THE ASSOCIATION ON THE CROP, PLUS INTEREST, CHARGES,
AND COSTS OF ADMINISTERING THE PRICE SUPPORT PROGRAM. .

"(4) NO NET COST TOBACCO FUND.-THE TERM 'NO NET COST TOBACCO FUND'
MEANS THE CAPITAL ACCOUNT ESTABLISHED WITHIN EACH ASSOCIATION UNDER
THIS SECTION.

“(5) PURCHASER.-THE TERM 'PURCHASER' MEANS ANY PERSON WHO PURCHASES
IN THE UNITED STATES, EITHER DIRECTLY OR INDIRECTLY FOR THE ACCOUNT
OF THE PERSON OR ANOTHER PERSON, FLUE-CURED OR BURLEY QUOTA TOBACCO.

*"{6) QUOTA TOBACCO.-THE TERM 'QUOTA TOBACCO' MEANS ANY KIND OF
TOBACCO FOR WHICH MARKETING QUOTAS ARE IN EFFECT OR FOR WHICH
MARKETING QUOTAS ARE NOT DISAPPROVED BY PRODUCERS.

"(7) TRUST FUND.-THE TERM °'TRUST FUND' MEANS THE NATIONAL TOBACCO
SETTLEMENT TRUST FUND ESTABLISHED IN THE TREASURY OF THE UNITED
STATES CONSISTING OF AMOUNTS THAT ARE APPROPRIATED OR CREDITED TO THE
TRUST FUND FROM THE TOBACCO SETTLEMENT APPROVED BY CONGRESS.

"(B) PRICE SUPPORT PROGRAM: LOANS.-THE SECRETARY~ . ’

"(1) may carry out the tobacco price support proqram through the
Corporation: and

"(2) shall, except as otherwise provided by this section, continue
to make price support available to producers through loanse to
associations that, under agreements with the Corporation, agree to

. make loan advances to producers. '
"(c) ESTABLISHMENT OF FUND. -

"(1) IN GENERAL.-EACH ASSOCIATION SHALL ESTABLISH WITHIN THE

ASSOCIATION A NO NET COST TOBACCO FUND.

PAGE
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"(2) AMOUNT.-THERE SHALL BE TRANSFERRED FROM THE TRUST FUND TO JEACH
NO NET COST TOBACCO FUND SUCH AMOUNT AS THE SECRETARY DETERMINES WILL
BE ADEQUATE TO REIMBURSE THE CORPORATION FOR ANY NET LOSSES THAT THE
CORPORATION MAY SUSTAIN UNDER ITS LORN AGREEMENTS WITH THE
ASSOCIATION, BASED ON-

“(A) REASONABLE ESTIMATES OF THE AMOUNTS THAT THE CORPORATION

HAS LENT OR WILL LEND TO THE ASSOCIATION FOR PRICE SUPPORT FOR

THE 1982 AND SUBSEQUENT CROPS OF QUOTA TOBACCO, EXCEPT THAT FOR

THE 1986 AND SUBSEQUENT CROPS OF BURLEY QUOTA TOBACCO, THE

SECRETARY SHALL DETERMINE THE AMOUNT OF ASSESSMENTS WITHOUT h

REGARD TO ANY NET LOSSES THAT THE CORPORATION MAY SUSTAIN UNDER
THE LOAN AGREEMENTS OF THE CORPORATION WITH THE ASSOCIATION FOR
THE 1983 CROP OF BURLEY QUOTA TOBACCO:

"(B) THE COST OF ADMINISTERING THE TOBACCO PRICE SUPPORT
PROGRAM (AS DETERMINED BY THE SECRETARY): AND

"(C) THE PROCEEDS THAT WILL BE REALIZED FROM THE SALES OF
TOBACCO THAT ARE PLEDGED TO THE CORPORATION BY THE ASSOCIATION AS
SECURITY FOR LOANS.

"(D) RDMINISTRATION.-THE SECRETARY SHALL-

"(1) REQUIRE THAT THE NO NET COST TOBACCO FUND ESTABLISHED BY EACH
ASSOCIATION BE KEPT AND MAINTAINED SEPARATELY FROM ALL OTHER ACCOUNTS
OF THE ASSOCIATION AND BE USED EXCLUSIVELY, AS PRESCRIBED BY THE
SECRETARY, FOR THE PURPOSE OF ENSURING, INSOFAR AS PRACTICABLE, THAT
THE CORPORATION, UNDER ITS LOAN AGREEMENTS WITH THE ASSOCIATION WITH
RESPECT TO 1982 AND SUBSEQUENT CROPS OF QUOTA TOBACCO, WILL SUFFER NO
NET LOSSES (INCLUDING RECOVERY OF THE AMOUNT OF LOANS EXTENDED TO
COVER THE OVERHEAD COSTS OF THE ASSOCIATION)., AFTER ANY NET GAINS ARE
APPLIED TO NET LOSSES OF 'THE CORPORATION UNDER PARAGRAPH (3), EXCEPT
THAT, NOTWITHSTANDING ANY OTHER PROVISION OF LAW, THE RSSOCIATION
MAY, WITH THE APPROVAL OF THE SECRETARY, USE FUNDS IN THE NO NET COST
TOBACCO FUND, INCLUDING INTEREST AND OTHER EARNINGS, FOR-

“(R) THE PURPOSES OF REDUCING THE ASSOCIATION'S OUTSTANDING
INDEBTEDNESS TO THE CORPORATION ASSOCIATED WITH 1982 AND
SUBSEQUENT CROPS OF QUOTA TOBACCO AND MAKING LOAN ADVANCES TO
PRODUCERS AS AUTHORIZED; AND

"(B) ANY OTHER PURPOSES THAT WILL BE MUTUALLY BENEFICIAL TO
PRODUCERS AND PURCHASERS AND TO THE CORPORATION:

"(2) PERMIT AN ASSOCIATION TO INVEST THE FUNDS IN THE NO NET COST
TOBACCO FUND IN SUCH MANNER AS THE SECRETARY MAY APPROVE, .AND REQUIRE
THAT THE INTEREST OR OTHER EARNINGS ON THE INVESTMENT SHALL BECOME A
PART OF THE NO NET COST TOBACCO FUND:

"(3) REQUIRE THAT LOAN RGREEMENTS BETWEEN THE CORPORATION AND THE
ASSOCIATION PROVIDE THAT THE CORPORATION SHALL RETAIN THE NET GRINS
FROM EACH OF THE 1982 AND SUBSEQUENT CROPS OF TOBACCO PLEDGED BY THE
ASSOCIATION AS SECURITY FOR PRICE SUPPORT LOANS, AND THAT THE NET-
GAINS WILL BE USED FOR THE PURPOSE OF-

“(R) OFFSETTING ANY LOSSES SUSTAINED BY THE CORPORATION ukgzn
ITS LOAN AGREEMENTS WITH THE ASSOCIATION FOR ANY OF THE 1982 AND
SUBSEQUENT CROPS OF TOBACCO; OR

"(B) REDUCING THE OUTSTANDING BALANCE OF ANY PRICE SUPPORT LOAN
MADE BY THE CORPORATION TO THE ASSOCIATION UNDER THE LOAN
AGREEMENTS FOR 1982 AND SUBSEQUENT CROPS OF TOBACCO; AND '

"(4) EFFECTIVE FOR THE 1986 AND SUBSEQUENT CROPS OF QUOTA TOBACCO,
IF THE SECRETARY DETERMINES THAT THE AMOUNT IN THE NO NET COST
TOBAqu’FUND OR THE NET GAINS REFERRED TO IN PARAGRAPH (3) EXCEEDS

!
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THE TOTAL AMOUNT NECESSARY FOR THE PURPOSES SPECIFIED IN THIS
SECTION, SUSPEND THE TRANSFER OF AMOUNTS FROM THE TRUST FUND TO THE
NO NET COST TOBACCO FUND UNDER THIS SECTION. .- -

"(E) NONCOMPLIANCE. - §: .

"(1) IN GENERAL.-IF ANY ASSOCIATION THAT HES ENTERED INTO A LOAN
AGREEMENT WITH THE CORPORATION WITH RESPECT TO ANY OF THE 1982 OR
SUBSEQUENT CROPS OF QUOTA TOBRCCO FRILS OR REFUSES TO COMPLY WITH
THIS SECTION (INCLUDING REGULATIONS PROMULGATED UNDER THIS SECTION)
OR THE TERMS OF THE AGREEMENT, THE SECRETARY MAY TERMINATE THE
AGREEMENT OR PROVIDE THAT NO ADDITIONAL LOARN FUNDS MAY BE MADE
AVAILABLE UNDER THE AGREEMENT TO THE ASSOCIATION.

“(2) PRICE SUPPORT.-IF THE SECRETARY TAKES ACTION UNDER PARAGRAPH
(1), THE SECRETARY SHALL MAKE PRICE SUPPORT AVAILABLE TO PRODUCERS OF
THE KIND OR KINDS OF TOBACCO. THE PRICE OF WHICH HAD BEEN SUPPORTED
THROUGH LOANS TO THE ASSOCIATION. THROUGH SUCH OTHER MEARNS AS ARE
AUTHORIZED BY THIS ACT OR THE COMMODITY CREDIT CORPORATION CHARTER
ACT (15 U.S.C. 714 ET SEQ.).

"(F) TERMINATION OF AGREEMENT OR ASSOCIATION.-IF, UNDER SUBSECTION (E).
A LOAN AGREEMENT WITH AN NSSOCIATION 1S TERMINATED, OR IF AN ASSOCIATION
HAVING A LOAN AGREEMENT WITH THE CORPORATION 1S DISSOLVED, MERGES WITH
ANOTHER ASSOCIATION, OR OTHERWISE CEASES O OPERATE, THE NO NET COST
TOBACCO FUND OR THE NET GAINS REFERRED TO. IN SUBSECTION (D) (3) SHALL BE
APPLIED OR DISPOSED OF IN SUCH MANNER AS THE SECRETARY MAY APPROVE OR
PRESCRIBE, EXCEPT THAT THE NET GAINS SHALL, TO THE EXTENT NECESSARY,
FIRST BE APPLIED OR USED FOR THE PURPOSES SPECIFIED IN THIS SECTION.

"(G) REGULATIONS.-THE SECRETARY SHALL ISSUE SUCH REGULATIONS AS ARE
NECESSARY TO CARRY OUT THIS SECTION.

(2) NO NET COST TOBACCO ACCOUNT.-SECTION 1068 OF THE AGRICULTURAL
ACT OF 1949 (7 U.S.C. 1445-2) IS AMENDED TO READ AS FOLLOWS:

"SEC. 106B. NO NET COST TOBACCO ACCOUNT.
"(a) DEFINITIONS.-IN THIS SECTION:

“(1) ARER.-THE TERM 'AREA'. WHEN USED IN CONNECTION WITH AN
ASSOCIATION, MEANS THE GENERAL GEOGRAPHICAL AREA IN WHICH FARMS OF
THE PRODUCER-MEMBERS OF THE ASSOCIATION ARE LOCATED, AS DETERMINED BY
THE SECRETARY.

“(2) ASSOCIATION.-THE TERM ‘'ASSOCIATION' HAS THE MEANING GIVEN THE
TERM IN SECTION 106A(A)(1). .

"(3) CORPORATION.-THE TERM 'CORPORRTION' HAS THE MEANING GIVEN THE .
TERM IN SECTION 106A(A)(2). : -

"(4) NET GARINS.-THE TERM 'NET GRINS' HAS THE MEANING GIVEN THE TERM
IN SECTION 106AR(R)(3). .. :

"(5) NO NET COST TOBACCO ACCOUNT.-THE TERM ' NET COST TOBACCO
RCCOUNT' MEARNS AN Accouﬂr ESTABLISHED BY AND INYTHE CORPORATION FOR )
AN ASSOCIATION UNDER THIS SECTION.

“(6) PURCHASER.-THE TERM 'PURCHASER' HARS THE MEANING GIVEN THE TERM
IN SECTION 106A(R)(5). ’

."(7) TOBACCO.-THE TERM 'TOBACCO' MEANS ANY KIND OF TOBACCO (AS L
DEFINED IN SECTION 301(B) OF THE AGRICULTURAL ADJUSTMENT ACT OF 1938 )
(7 u.s.c. 1301(B))) FOR WHICH MARKETING QUOTAS!ARE IN EFFECT OR FOR
WHICH MARKETING QUOTAS ARE NOT .PIBAPPROVED BY Lnonucsns.

"(8) TRUST FUND.-THE TERM 'TRUST FUND' HAS THE MEANING GIVEN THE
TERM IN SECTION 106A(R) (7).

"(B) PRICE SUPPORT PROGRAM: LOANS.-NOTWITHSTANDING SECTION 106A, THE
SECRETARY SHALL, ON THE REQUEST OF ANY ASSOCIATION, AND MAY, IF THE
SECRETARY DETERMINES, AFTER CONSULTATION WITH THE ASSOCIATION, THAT THE
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ACCUMULATION OF THE NO NET:¢OST TOBACCO FUND FOR THE AJSOCIATION UNDER
SECTION 106A 1S, AND IS LIKELY TO REMAIN, INADEQUATE TO REIMBURSE THE
CORPORATION FOR NET LOSSES THAT THE CORPORATION SUSTAINS NDER ITS LOAN
AGREEMENTS WITH THE ASSOCIATION- é
"(1) CONTINUE TO MAKE PRICE SUPPORT AVAILABLE TO PRODUCERS THROUGH
THE ASSOCIATION IN ACCORDANCE WITH LOAN AGREEMENTS ENTERED INTO
BETWEEN THE CORPORATION AND THE ASSOCIATION: AND
*“(2) ESTABLISH AND MAINTAIN IN ACCORDANCE WITH THIS SECTION A NO
NET COST TOBACCO ACCOUNT FOR THE ASSOCIATION IN LIEU OF THE NO NET
COST TOBACCO FUND ESTABLISHED WITHIN THE ASSOCIATION UNDER SECTION
106A.
"(C) ESTABLISHMENT OF ACCOUNT.-

“(1) IN GENERAL.-A NO NET COST TOBACCO ACCOUNT ESTABLISHED FOR AN
RSSOCIATION UNDER SUBSECTION (B)(2) SHALL BE ESTABLISHED WITHIN THE
CORPORATION.

"(2) RMOUNT.-THERE SHALL BE TRANSFERRED FROM THE TRUST FUND TO EACH
NO NET COST TOBACCO ACCOUNT SUCH AMOUNT AS THE SECRETARY DETERMINES
WILL BE ADEQUATE TO REIMBURSE THE CORPORATION FOR ANY NET LOSSES THAT
THE CORPORATION MAY SUSTAIN UNDER ITS LOAN AGREEMENTS WITH THE
ASSOCIATION, BASED ON-

"(A) REASONABLE ESTIMATES OF THE AMOUNTS THAT THE CORPORATION
HAS LENT OR WILL LEND TO THE ASSOCIATION FOR PRICE SUPPORT FOR
THE 1982 AND SUBSEQUENT, CROPS ‘OF QUOTA TOBACCO, EXCEPT THAT FOR
THE 1986 AND SUBSEQUENT CROPS OF BURLEY QUgéh TOBACCO, TﬁEf
SECRETARY SHALL DETER&INE THE AMOUNT OF ASSESSMENTS WITHEUT
REGARD TO ANY NET LOSSES THAT THE CORPORATION MAY SUSTAIN UNDER
THE LOAN AGREEMENTS OF THE CORPORATION WITH THE ASSOCIATION FOR
THE 1983 CROP OF BURLEY QUOTA TOBACCO;

"(B) THE COST OF ADMINISTERING THE TOBACCO PRICE SUPPORT

3

PROGRAM (AS DETERMINED BY THE SECRETARY): AND v

)
"(C) THE PROCEEDS THAT WILL BE REALIZED FROM THE SALES OF THE ‘
KIND OF TOBACCO INVOLVED

that are pledged to the Corporation by the association as security for
loans. '

"{3) ADMINISTRATION.-ON THE ESTABLISHMENT OF R NO NET COST TOBACCO
ACCOUNT FOR AN ASSOCIATION, ANY AMOUNT IN THE NO NET COST TOBACCO
FUND ESTABLISHED WITHIN THE ASSOCIATION UNDER SECTION 106A SHALL BE
APPLIED OR DISPOSED OF IN SUCH MANNER AS THE SECRETARY MAY APPROVE OR
PRESCRIBE, EXCEPT THAT.THE AMOUNT SHALL, TO THE EXTENT NECESS&RY.
FIRST_BE APPLIED OR USED FOR THE PURPOSES SPECIFIED IN THAT SECTION.

" (D) USE.-AHOUNTS_DEPOSITED IN A NO NET COST TOBACCO ACCOUNT
ESTABLISHED FOR AN ASSOCIATION SHALL BE USED BY THE SECRETARY FOR THE
PURPOSE OF ENSURING, INSOFAR AS PRACTICABLE, THAT THE CORPORATION UNDER
ITS LOAN AGREEMENTS WITH THE ASSOCIATION WILL SUFFER, WITH RESPECT TO THE
CROP INVOLVED, NO NET LOSSES (INCLUDING RECOVERY OF THE AMOUNT OF LOANS
EXTENDED TO COVER THE OVERHEAD COSTS OF THE ASSOCIATION), AFTER ANY NET
GAINS ARE APPLIED TO NET LOSSES OF THE CORPORATION UNDER SUBSECTION (G).

"(E) EXCESS AMOUNTS.-IF THE SECRETARY DETERMINES THAT THE AMOUNT IN THE
NO NET COST TOBACCO ACCOUNT OR THE NET GAINS REFERRED TO IN SUBSECTION
({G) EXCEED THE TOTAL AMOUNT NECESSARY TO CARRY OUT THIS SECTIQN, THE
SECRETARY SHALL SUSPEND THE TRANSFER OF AMOUNTS FROM THE TRUST FUND TO
THE NO NET COST TOBACCO ACCOUNT UNDER THIS SECTION.

"(F) TERMINATION OF AGREEMENT OR ASSOCIATION.-IN THE CASE OF AN
ASSOCIATION FOR WHICH A NO NET COST TOBACCO ACCOUNT IS ESTABLISHED UNDER
SUBSECTION (B)(2), IF A LOARN AGREEMENT BETWEEN THE CORPORATION AND THE

-
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ASSOCIATION IS TERMINATED, IF THE ASSOCIATION IS DISSOLVED OR MERGES WITH
ANOTHER ASSOCIATION THAT HAS ENTERED INTO A LORN RGREEMENT WITH THE
CORPORATION TO MAKE PRICE SUPPORT AVAILABLE TO PRODUCERS OF THE KIND OF .
TOBACCO INVOLVED, OR IF THE NO NET COST TOBACCO ACCOUNT TERMINATES BY
OPERATION OF LAW., AMOUNTS IN THE NO NET COST TOBACCO ACCOUNT AND THE NE
GAINS REFERRED TO IN SUBSECTION (G) SHALL BE APPLIED TO OR DISPOSED OF "IN
SUCH MANNER AS THE SECRETARY MAY PRESCRIBE, EXCEPT THAT THE NET GARINS
SHALL, TO THE EXTENT NECESSARY. FIRST BE APPLIED TO OR USED FOR THE
PURPOSES SPECIFIED IN THIS SECTION.

"(G) NET GAINS.-THE PROVISIONS OF SECTION 106A(D)(3) RELATING TO NET
OAINS SHALL APPLY TO ANY LOAN AGREEMENT BETWEEN AN ASSOCIATION AND THE
CORPORATION ENTERED INTO ON OR AFTER THE ESTABLISHMENT OF A NO NET COST
TOBACCO ACCOUNT FOR THE ASSOCIATION UNDER SUBSECTION (B)(2).

“(H) REGULATIONS.-THE SECRETARY SHALL ISSUE SUCH REGULATIONS RS ARE
NECESSARY TO CARRY OUT THIS SECTION.".

(3) CONFORMING AMENDMENTS. -
(R) SECTION 314(A) OF THE AGRICULTURARL ADJUSTMENT ACT OF 1938
(7 U.S.C. 1314(A)) IS AMENDED IN THE FIRST SENTENCE-
(I) BY STRIKING "(1)": AND
(1I) BY STRIKING ". OR (2)" AND ALL THAT FOLLOWS THROUGH
“106B(D) (1) OF THAT ACT".

(B) SECTION 320B{(C)(1) OF THE AGRICULTURAL ADJUSTMENT ACT OF
1938 (7 U.S.C. 1314H(C) (1)) IS AMENDED BY INSERTING AFTER
“1445-2)" THE FOLLOWING: "(AS IN EFFECT BEFORE THE EFFECTIVE DATE
OF THE RAMENDMENTS MADE BY SECTION 201(C) OF THE TOBACCO
TRANSITION ACT)".

(D) ADMINISTRATIVE COSTS.-SECTION 1109 OF THE AGRICULTURE AND FOOD ACT
OF 1981 (PUBLIC LAW 97-98; 7 U.S.C. 1445 NOTE) IS REPERLED.

(E) CROPS.-THIS SECTION AND THE AMENDMENTS MADE BY THIS SECTION SHALL
APPLY. WITH RESPECT TO THE 1999 AND SUBSEQUENT CROPS OF THE KIND OF
TOBACCO INVOLVED.

S8EC. 202. TERMINATION OF TOBACCO PRICE SUPPORT PROGRAM.

(a) PARITY PRICE SUPPORT.-SECTION 101 OF THE AGRICULTURAL ACT OF 1949
(7 U.S.C. 1441) IS AMENDED-

(1) IN THE FIRST SENTENCE OF SUBSECTION (AR), BY STRIKING "TQBACCO
(EXCEPT AS OTHERWISE PROVIDED HEREIN), CORN," AND INSERTING "{ORN":

(2) BY STRIKING SUBSECTIONS (C), (G). (H), AND (I):

(3) IN SUBSECTION (D)(3)-

(A) BY STRIKING ", EXCEPT TOBACCO,":; AND

(B) BY STRIKING "AND NO PRICE SUPPORT SHALL BE MADE AVAILABLE
FOR ANY CROP OF TOBACCO FOR WHICH MARKETING QUOTAS HAVE BEEN !
DISAPPROVED BY PRODUCERS;": AND .

(4) BY REDESIGNATING SUBSECTIONS (D) AND (E) RS SUBSECTIONS (C}  AND
(D). RESPECTIVELY. ) :
~ (B) TERMINATION OF TOBACCO PRICE SUPPORT AND NO NET COST
PROVISIONS.-SECTIONS 106, 106A, AND 106B OF THE AGRICULTURAL ACT OF 1949
(7 U.S.C. 1445, 1445-1, 1445-2) ARE REPEALED. .

(C) DEFINITION OF BASIC AGRICULTURAL COMMODITY.-$ECTION 408(C) OF THE
AGRICULTURAL ACT OF 1949 (7 U.S.C. 1428(C)) IS AMENDED BY STRIKING
“TOBACCO, ". C

(D) REVIEW OF BURLEY TOBACCO IMPORTS.-SECTION 3 OF PUBLIC LAW 98-59 (7
U.8.C. 625) IS REPEARLED. :

(E) POWERS OF COMMODITY CREDIT CORPORATION.-SECTION § OF THE COMMODITY
CREDIT CORPORATION CHARTER ACT (15 U.S.C. 714C) IS AMENDED BY INSERTING
" (OTHER THAN TOBACCO)" AFTER "AGRICULTURAL COMMODITIES" EACH PLACE IT
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APPEARS.

(F) TRANSITION PROVISIONS. -

(1) LIABILITY.-THE AMENDMENTS MADE BY THIS SECTION SHALL NOT AFFECT
THE LIABILITY OF ANY PERSON UNDER ANY PROVISION OF LAW AS IN EFFECT ‘
BEFORE THE EFFECTIVE DATE OF THIS SECTION.

(2) TOBACCO STOCKS AND LOANS.-THE SECRETARY SHALL ISSUE REGULATIONS
THAT REQUIRE-

(R) THE ORDERLY DISPOSITION OF TOBACCO STOCKS: AND
(B) THE REPAYMENT OF ALL TOBACCO PRICE SUPPORT LOANS BY NOT
LATER THAN 1 YEAR AFTER THE EFFECTIVE DATE OF THIS SECTION.

(G) CROPS.-THIS SECTION AND THE AMENDMENTS MADE BY THIS SECTION SHALL
APPLY WITH RESPECT TO THE 2002 AND SUBSEQUENT CROPS OF THE KIND .-OF
TOBACCO INVOLVED.

Subtitle B-Tobacco Production Adjustment Programs
S8EC. 211. TERMINATION OF TOBACCO PRODUCTION ADJUSTMENT PROGRAMS.

(a) DECLARATION OF POLICY.-SECTION 2 OF THE AGRICULTURAL ADJUSTMENT ACT

OF 1938 (7 U.s.C. 1282) IS AMENDED BY STRIKING “"TOBACCO,"

(b) DEFINITIONS.-SECTION 301(B) OF THE AGRICULTURAL ADJUSTHENT ACT OF
1938 (7 v.s.C. 1301(B)) IS AMENDED-

(1) IN PARAGRAPH (3)-
(A) BY STRIKING SUBPARAGRAPH (C): AND :
(B) BY REDESIGNATING SUBPARAGRAPH (D) AS SUBPARAGRAPH (C):
(2) IN PARAGRAPH (6)(A)., BY STRIKING "TOBACGO,"
(3) IN PARAGRAPH (7)., BY STRIKING THE FOLLOWING:
"TOBACCO (FLUE-CURED), JULY 1-JUNE 30:
"TOBACCO (OTHER THAN FLUE-CURED), OCTOBER 1-SEPTEMBER 30;":
(4) IN PARAGRAPH (10)-
(A) BY STRIKING SUBPARAGRAPH (B):; AND
(B) BY REDESIGNATING SUBPARAGRAPH (C) AS SUBPARAGRARPH (B):
(5) IN PARAGRAPH (11)(B), BY STRIKING "AND TOBACCO":
(6) IN PARAGRAPH (12), BY STRIKING "TOBACCO,"
(7) IN PARAGRAPH (14)-
(A) IN SUBPARAGRAPH (A), BY STRIKING "(RA)": AND
(B) BY STRIKING SUBPARAGRAPHS (B), (C), AND (D):
(8) BY STRIKING PARAGRAPH (15):
(9) IN PARAGRAPH (16)-
(A) BY STRIKING SUBPARAGRAPH (B): AND
(B) BY REDESIGNATING SUBPARAGRAPH (C) AS SUBPARAGRAPH (B); RND
(10) BY REDESIGNATING PARAGRAPHS (16) AND (17) AS PARAGRAPHS (15)
AND (16), RESPECTIVELY.

(C) PARITY PAYMENTS.-SECTION 303 OF THE AGRICULTURAL ADJUSTMENT ACT OF
1938 (7 v.s.c. 1303) 1S AMENDED IN THE FIRST SENTENCE BY STRIKING "RICE,
OR TOBACCO," AND INSERTING "OR RICE,"

(D) MARKETING QUOTAS.-PART I OF SUBTITLE B OF TITLE III OF THE
AGRICULTURAL ADJUSTMENT ACT OF 1938 (7 U.S.C. 1311 ET SEQ.) IS REPEALED.

(E) ADMINISTRATIVE PROVISIONS.-SECTION 361 OF THE AGRICULTURAL
ADJUSTMENT ACT OF 1938 (7 U.S.C. 1361) IS AMENDED BY STRIKING "TOBACCO,".

(F) ADJUSTMENT OF QUOTAS.-SECTION 371 OF THE AGRICULTURAL ADJUSTMENT
ACT OF 1938 (7 U.S.C. 1371) IS AMENDED-

(1) IN THE FIRST SENTENCE OF SUBSECTION (A), BY STRIKING "PEANUTS,
OR TOBACCO" AND INSERTING "OR PEANUTS": AND

(2) IN THE FIRST SENTENCE OF SUBSECTION (B), BY STRIKING
OR TOBRCCO" AND INSERTING "OR PEANUTS"

(G) REPORTS AND RECORDS.-SECTION 373 OF THE AGRICULTURAL ADJUSTMENT ACT
OF 1938 (7 U.s.C. 1373) IS AMENDED-

"PEANUTS
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(1) BY STRIKING "PEANUTS, OR TOBACCO" EACH PLACE IT APPEARS IN
SUBSECTIONS (A) AND (B) AND INSERTING "OR PEANUYS"; AND
(2) IN SUBSECTION (R)-
(A) IN THE FIRST SENTENCE, BY STRIKING "ALL PERSONS ENGAGED IN
THE BUSINESS OF REDRYING, PRIZING, OR STEMMING TOBACCO FOR
PRODUCERS, "; AND
(B) IN THE LAST SENTENCE, BY STRIKING "$500:" AND ALL THAT
FOLLOWS THROUGH THE PERIOD AT THE END OF THE SENTENCE AND
INSERTING "$500.".

(H) REGULATIONS.-SECTION 375(A) OF THE AGRICULTURAL ADJUSTMENT ACT OF
1938 (7 U.S.C. 1375(A)) IS AMENDED BY STRIKING "PEANUTS, OR TOBACCO" AND
INSERTING "OR PEANUTS".

(1) EMINENT DOMAIN.-SECTION 378 OF THE AGRICULTURAL ADJUSTMENT ACT OF
1938 (7 vU.s.C. 1378) IS AMENDED-

(1) IN THE FIRST SENTENCE OF SUBSECTION (C), BY STRIKING "COTTON,
TOBACCO, AND PERANUTS" AND INSERTING "COTTON AND PEANUTS": AND
(2) BY STRIKING SUBSECTIONS (D), (E). AND (F).
(J) BURLEY TOBACCO FARM RECONSTITUTION.-SECTION 379 OF THE AGRICULTURAL
ADJUSTMENT ACT OF 1938 (7 U.S.C. 1379) IS AMENDED-
(1) IN SUBSECTION (A)-
(A) BY STRIKING "(A)": AND
(B) IN PARAGRAPH (6), BY STRIKING ", BUT THIS CLAUSE (6) SHALL
NOT BE APPLICABLE IN THE CASE OF BURLEY TOBACCO"; AND -
(2) BY STRIKING SUBSECTIONS (B) AND (C).

(K) ACREAGE-POUNDAGE QUOTAS.-SECTION 4 OF THE ACT ENTITLED “"AN ACT TO
AMEND THE AGRICULTURAL ADJUSTMENT ACT OF 1938, AS AMENDED, TO PROVIDE FOR
ACREAGE-POUNDAGE MARKETING QUOTAS FOR TOBACCO, TO AMEND THE TOBACCO PRICE
SUPPORT PROVISIONS OF THE AGRICULTURAL ACT OF 1949, AS AMENDED., AND FOR
OTHER PURPOSES", APPROVED APRIL 16, 1965 (PUBLIC LAW 89-12: 7 U.S.
1314C NOTE), IS REPEALED.

(L) BURLEY TOBACCO ACREAGE ALLOTMENTS.-THE ACT ENTITLED "AN
RELATING TO BURLEY TOBACCO FARM ACREAGE ALLOTMENTS UNDER THE AGRICULTURAL
ADJUSTMERT ACT OF 1938, AS AMENDED", Appqdvtb JULY 12, 1952 (7 u.s.cC.
1315), IS REPEALED. \

(M) TRANSFER OF ALLOTMENTS.-SECTION 703 OF THE FOOD AND AGRICULTURE ‘ACT
OF 1965 (7 v.s.C. 1316) 1S REPEALED.

(N) ADVANCE RECOURSE LOANS.-SECTION 13(A)(2)(B) OF THE FOOD sgéunxrv
IMPROVEMENTS ACT OF 1986 (7 U.S.C. 1433Cc-1(A)(2)(B)) IS AMENDED BY
STRIKING “TOBACCO AND".

(0) TOBACCO FIELD MERSUREMENT.-SECTION 1112 OF THE OMNIBUS BUDGET
RECONCILIATION ACT OF 1987 (PUBLIC LAW 100-203) IS AMENDED BY STRIKING
SUBSECTION (C).

(P) LIABILITY.-THE AMENDMENTS MADE BY THIS SECTION SHALL NOT AFFECT THE
LIABILITY OF ANY PERSON UNDER ANY PROVISION OF LAW AS IN EFFECT BEFORE
THE EFFECTIVE DATE UNDER SUBSECTION (Q).

(Q) CROPS.-THIS SECTION AND THE AMENDMENTS MADE BY THIS SECTION SHALL
APPLY .WITH RESPECT TO THE 1999 AND SUBSEQUENT CROPS OF THE KIND OF
TOBACCO INVOLVED.

TITLE III-FUNDING
S8EC. 301. TRUST FUND.
(a) REQUEST.-THE SECRETARY OF AGRICULTURE SHALL REQUEST THE SECRETARY
OF THE TREASUR?_TO TRANSFER, FROM THE TOBACCO TRANSITION ACCOUNT IN THE
TRUST FUND, AMOUNTS AUTHORIZED UNDER SECTIONS 104, 105, AND 111, AND THE

AMENDMENTS MADE BY SECTION 201, TO THE ACCOUNT OF THE COMMODITY CREDIT
CORPORATION.

13
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(B) TRANSFER.-ON RECEIPT OF SUCH A REQUEST, THE SECRETARY OF THE'
TREASURY SHALL TRANSFER AMOUNTS REQUESTED UNDER SUBSECTION (RA).

(C) USE.-THE SECRETARY OF AGRICULTURE SHALL USE THE AMOUNTS TRANSFERRED
UNDER SUBSECTION (B) TO CARRY OUT THE ACTIVITIES DESCRIBED IN SUBSECTION
(A). .

(D) TERMINATION OF AUTHORITY.-THE AUTHORITY PROVIDED UNDER THIS SECTIO
SHALL EXPIRE ON SEPTEMBER 30, 2001.

SEC. 302. COMMODITY CREDIT CORPORATION.

The Secretary may use the funds, facilities, and authorities of the
Commodity Credit Corporation to carry out this Act and the amendments
made by this Act.

LOAD-DATE: October 28, 1997

-
.
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The Long-term Economic Assistance for Farmers (LEAF) Act
October 23, 1997

PROPOSA

A. CREATION OF TOBACCO COMMUNITY REVITALIZATION FUND

. Fypding: The National Tobacco Settlement Legislation will include a Tobacco
Community Revitalization Fund for tobacco producers and tobacco growing
communities for the purpose of adjusting to the impact of the legislation. Upon
the enactment of the National Tobacco Settlement, funding will be contributed
into the Tobacco Community Revitalization Fund.

Total payments into the Fund would be made as follows:

Years 1 through 10 $ 2.1 Billion per year
Years 11 through 25 $ 500 million per year
Year 26 and after Amounts sufficient to cover tobacco

program costs, as calculated annually by
USDA (see below)
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Authority: The Tobacco Community Revitalization Fund will be

administered by the Department of Agriculture. Spending will be authorized as
listed below, and will not be subject to appropriations. The F und will be used for

the following purposes:
e Payments for Lost Tobacco Quota: The Secretary shall make Lost

Tobacco Quota Payments to individuals who were tobacco quota holders.
quota lessees, and quota tenants during 1996. Payments will be made in
any year in which the number of pounds which may be marketed under
such quota falls below an average of 1994-1996 basic quota poundage
levels. (For types of tobacco not operating on a poundage basis, the
Secretary shall make a poundage-equivalent calculation for purposes of
this provision.) Quota holders shall be paid $4 per pound in any given
year for every pound that their quota falls below their base quota level.
Quota holders will have a lifetime limit of such payments equal to $8 per
pound times their entire base quota level, In addition, for producers of
leased or rented tobacco, annual and lifetime payment limits will be
adjusted so that lessees receive payments based on 50% of their leased or
rented production. Total payments will not exceed $1.6.Billioninany -
calendar year. To the extent that aggregate annual payments exceed $1.6
Billion, quota holders and active tobacco producers entitled to such
payments will have payments rolled over into subsequent years.

Example: Farmer X has a base tobacco quola of 10.000 pounds. Farmer
X has a lifetime limit on Payments for Lost Tobacco Quota of $80,000. As
a result of the national tobacco settlement, quotas fall by 25% and remain
at that level for the next 25 years. Farmer X will receive annual payments
of 810,000 each year for the next 8 years as compensation for lost quota.
(In this example the lifetime limit is reached in the 8th year.)

In the event that the (a) federal tobacco program is terminated or statutory
changes are made to the quota or price support formulas, or (b) if the basic
quota falls below 50% of the base quota level for 3 straight years,
Payments for Lost Tobacco Quota will be accelerated. In such case,
individuals who remain eligible to receive Payments for Lost Tobacco
Quota shall receive the full amount of their lifetime payment limit, minus
any Payments for Lost Tobacco Quota already received.

ey v v
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Costs Ingidental to the Tobacco Program: The Fund will cover
administrative costs, crop insurance, cooperative extension service costs
relative to tobacco, and loan association administrative costs, all of which
will be calculated annually by the Secretary of Agriculture.

Farmer Opportunity Grants: 1996 quota holders and active tobacco
producers and their spouses and dependents will be eligible for grants of
up to $1,700 per academic year to pursue an undergraduate baccalaureate.
community college, or vocational school education. This amount would
be adjusted upward in future years (see below). Academic eligibility
standards would be modeled after Pell Grant standards. Any assistance
provided through Farmer Opportunity Grants would be in addition to any
other source of federal financial assistance. In the event that there are
more than 25,000 qualified applicants for Farmer Opportunity Grants in
any academic year, the amount of the grants would be prorated to cover all
eligible applicants. Administration of the program would be coordinated
between the Departments of Agriculture and Education. States would be
authorized 1o require recipients of Tobacco Community: Economic
Development Grants to give preference in employment to Farmer
Opportunity Grant recipients who have completed their undergraduate,
community college, or vocational course of study and whose quota or
tobacco production for 1996 was located in the county where the
economic development activity is located.

Funding for Farmer Opportunity Grants will be made available subject to
the following limitations:

Period Maximum Grant Maximum Anpual Funding
Years 1-5 $ 1,700 $42.5 mil.

Years 6-10 $ 2,000 $ 50 mil.

Years 11-15 $ 2,300 $ 57.5 mil.

Years 16-20 $ 2,600 $ 65 mil.

Years 21-25 $ 2,900 $ 72.5 mil.

wovi4
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Benefits for Displaced Tobacco Industry workers: Up to $50 million
annually will be available to provide benefits to displaced workers for a
period of 10 years. The benefits program will be modeled after the
NAFTA displaced worker program, and administered by the Department
of Labor. It will be available to tobacco manufacturing, processing, and
warehouse employees affected by the National Tobacco Settlement. The
program would provide “tobacco readjustment allowances" to supplement
unemployment compensation benefits, job training, employment services,
and job search and relocation allowances. States would be authorized to
require recipients of Tobacco Community Economic Development Grants
to give preference in employment to displaced workers whose previous job

was located in the county where the economic development activity is
located.

[obacco Community Economic Development Grants: $400 million
annually minus amounts necessary for program costs in years 1 through
10, and $450 million annually minus amounts necessary to COVEr program
costs in years 11 through 25, will be made available for Tobacco
Community Economic Development Grants. Grants will be made to states
based on the 1994-1996 share of national tobacco farm income. States
may use any such funds, in any county with more than $100,000 in
tobacco farm income in 1996, to fund economic development initiatives.
The grants may be used for (1) rural business enterprise grants, (2) farm
ownership loans, (3) activities which create farm or off-farm employment,
(4) activities which expand existing infrastructure, facilites or services
which help diversify local economies, (5) long-term business technical
assistance, (6) grants to agricultural organizations to assist tobacco
producers with supplemental activities, and (7) the creation or expansion
of locally-owned, value-added agricultural processing and marketing
operations. At least twenty percent of the funds received by a state must
be used for agricultural development (#6 and #7 above). States will be
required to provide that over each five year period for which funds are
received, a minimum share of funding will go to each county with 1996
tobaceo farm income of $100,000 or greater equal to at Jeast one-half of
their share of 1996 state tobacco farm income.
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) [OTAL AUTHORIZED SPENDING:

Payments for Lost Tobacco Quota: $1.6 Billion annual cap; $16 Billion maximum
over 25 years _

Program costs: Estimated at up to $100 million per year; no time limit

Farmer opportunity grants: $42.5 million per year for first 5 years, rising $7.5

million annually during each succeeding S year period up to $72.5 million per
year; $1.4375 Billion maximum over 25 years

Displaced workers: Up to $50 million annually for 10 vears

[obacco Community Economic Development Grants: $400 million pér year

minus amounts necessary to cover program costs for first 10 years; $450 million
annually minus amounts necessary to cover program costs for next 15 years;
maximum $10.75 Billion minus program costs over 25 years

B. IMMUNITY

Tobacco farmers, grower associations, and warehouse employees will not be
subject to liability for any failure by tobacco manufacturers, distributors, or
retailers to comply with the terms of the tobacco settlement.

C. TOBACCO PROGRAM CHANGES

Tohacco Program Referenda: For any kind of tobacco, upon the receipt of a
petition from more than five percent of the active tobacco producers within any
state for such kind of tobacco, the Secretary shall conduct a referendum on any
authorized proposals relating to the lease and transfer of quota within a state
which are requested by the petition. Upon the approval by a majority of the active
tobacco producers within the state for such kind of tobacco, the Secretary shall

permit such changes to apply to all active tobacco producers and quota holders
within such state.

Purchase Intention pepalty: The penalty on manufacturers for failing to purchase
at least 90 percent of their stated annual purchase intentions will be increased to a
penalty rate equal to 105% of the prior year market average for such type of

tobacco. Penalty payments will be deposited into the Tobacco Community
Revitalization Fund.
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The Public Health and Education Resource (PHAER) Act

Intradyced in the Senate by Seq. Frank R. Laytenberg (D-NJ)
and in the House hy Rep. James V. Hansen ®R-UT)

THAER would saise the price of cigarettes to 2 level that would decrease youth smolsing by half,
* PHAER would place & $1.50 Public Health and Education Resairce (PHAFR) per-pack fee an
dgarettes and a compareble foe on athertobacco products, -
‘ The PHAER fee would be phased in by 50-cant increments over three years,

) In the fourth year, the PHAER fee would be indexed for inflation to ensure that youth smoking does
not rise again due to inflationary effects, This Index will be based on the CP, the Medjcal CPleran
increase of 3%, whichever is greatsr.

+ The PHAER fee will rafse approximarely $494 billon over 25 years (using the tobacco consumption
prejections of the jaint Committee an Taxation), an average of almest $20 billion per year. Ofthese
funds:

’ Smoking cessation progrems and services

- Schoe! and community-based tabacco education and prevention programs

» State-leve| countar-advertising campsigns

> ASSIST and similar community-based tobacas control programs

. Expansion of the Children's Health Insurance Program created inthe 1997 Budget
Recanciliation Act

v Early childhoed development programs through the Maternal Child MHeaith Rlock
Grant and WIC

> Other appropriate public health uses

. Rasearch and prevention pragrarms at NIH and CDC

> FDA juiniediction aver tabacco products

. USDA programs to assist tobaceo farmers, their families and their communities

- A national counter-advertising campaign

- Medicare prevention programs and prernium and cost-sharing assistance for iow-
‘ncome Medjcare beneficaries

> International Programs to decrease worldwide tobacco-related iliness

> Tha Drug Czar to conduct tobacco education and prevention programs

- The VAto condudt tohacco education, interventian and autreach programe.
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The Public Health and Education Resource (PHAER) Act
Introduced by Sen. Frank R Lawrenperg (D-NJ) & Rep. James V. Hansen (R-U7T)

Section 101 - Imposition and Use of Increased Taxes on Tobaceo Products

Cigarefte Tax

The excise tax will be phased in gs follows:
Year Increase .
1999 $0.50 $0,74
2000 $0.50 (plus $0.10 from BBA) $1.34
2001 $a.50 $1.84
2002 $0.0Q (plus $0.05 from BBA) $1.89
2003 Tobagco tax annually indexed to CPI Medical CPJ, or 3 percent,

whichever is greater

Qther Tebacco Prodyets

. All taxes on other tobacco products are increased proportionally.

Indexing

. The tobacco taxes wilt be anmually indexed by the CPI, the Medical CPI or 3 percent,
whichever is greater.

“Eloor. Stocks Taxes

* Al tobacco products that have besﬁ distributed by the manufacturer hefore the
increase in taxes called for periodically in this bill shall be taxed at the new rate.

Section 102 -- Tax Treatment for Certain Tobacco-Related Expenses

‘ The increased taxes contained in this bill will be nondeductible for the tohacco
companies.

Section 201

. A new Trust Fund is created; i : ' fund.
Thia Trust Fund will be created in the Department of the Treasury.



G . 588 P.a/6&TTT——————o
: 0OCT.28.1997  2:19PM SENATOR LAUTENBERG

The Searetary of Health and Hyman Services shall distribute 75 percent of the
aonual amauats callected in the Trust Fund to the States for the following programs:

(nat less than/

nor more than) '
10/30* Tobacco education and Prevention programs in schoals
10130 Smoking cessation programs
10/30 Caunter advertising programs
10/25 State Children’s Health Insurance Program
510 WIC/Maternal Child Health Services Block Grant
13 ASSIST and other local tobacca contro] programs
0/5 State health block grant

Allocation Rules

/

. Each state grant level will he based an the percentage agreed upon by the Attorneys
General in their Report by the Allocation Subcommittee on September 16, 1997,

Maintenance of Bffort

. States must maintain the same spending on current programs that they spent the year
before,

Federal Funding

Twenty-five percent of the annual amouma collected in the Trust Pund shall g0 to the
following Federal programs;

> 10 percent for FDA's tobucca contral efforts

> 25 percent for USDA, programs 1o assist tobacca farmers and rural communities

> 20 percent for CDC'S tobacco control efforts and NIH

> 20 percent for Medicare preventive hensfits and increased support far low income

Medicare beneficiaries (QMBs and SLMBs)

20 percent for HHS’ tobacco counter advertising

v 2 percent for USATD's efforts to decrease tobacea consumption overseas

- 2 percent for Tobacca prevention programs at the Office of National Drug Contro
Policy (Drug Czar)

> 1 percent for the VA to conduct tabacco education, intervention and outreach
programs

*

Scetion 301 ~ Federal Standards with Respect to Tobaceo Prodycts
Repeals Federal preemption of state tobacco laws and regulations.

Section 401 -- Sense of the Senate Regarding Comprehensive Tobacco Legislation
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REVENUES 195

REV-36: INCREASI EXCISE TAXIS ON TOBACCO AND ALCOL VI BEVERAGES

Annual Added Revennes Five-Year
Addition ko Current- . i (Billions of dollag ) . . Curnulative
|.aw Revenucs 1998 1999 204K} 2004 20002 Totl
- . . ’ i e e fen e

- .S ‘. e, . ~Z .‘-'.") 4“.-.."-
Increusc the Cigaretie Tux R B o o TE
0 48 Cends per Puck 26 34 35 33 13 165
Increase the Cigarette Tax
tw 99 Cenjs per Pack 64 84 8.S X6 X7 0.6
Increase All Alcoholic
Beverage Taxes to $16
per Praof {iallon 3.6 44 4.4 4.4 a4 212
Index Ciggrette and Alcohol
Tax Rutesifor Inftation 0.2 0.9 0.7 11 13 ix

— - -

SOURCE: J§in| Committed on Taxatiom.

NOTLE: Estishatou uro net of rothuced income and puyroll tax ruvenuas,

Federal al¢ohol and tobacco taxcs raised about $13 bil-
lion in 1996, including $7 billion from tuxes on dis-
tlled spirjts, beer, and wine and $6 billion from taxcs
on tobaccp.  Together they represented nearly one-
quarter of}revenues from all cxcisc taxes and about |
percent of [lotal federal revenues.

Smoking and drinking can create costs Lo socicly
thal the prices of tobacco and alcoholic beverages do
not reflect. Examples of those “cxternal costs” include
higher health insurance costs Lo cover the medical ex-
penses linked to smoking and drinking, the offects of
cigaretic smoke on the health of nonsmokers, and the
loss of lives and property in alcohol-related accidents,

By raising the price of tobacco and alcoholic bev-
eruges, excise laxes can result in consumers’ paying the
full cost for smoking and drinking. If excise (axes lead
10 reduced consumption of tobaceo and alcoholic bever-
uges. then increasing them would decrease (he total ex-
ternal coslg that smoking and drinking produce. If
those extermal costs primarily come from hcavy or abu-
sive consuipplion, however, higher taxes on tobacco
and alcoholic beverages could unduly penalize moder-
ate and infrequent smokers and drinkers. Furthermore,

some rescarch sugpests that, at least for tobaceo, cur-
rent taxes may more than adequately compensate for
the external costs that smokers IMpose an sogicly.

Increasing cxcise taxes to reduce consumplion may
be desirable regardicss of the effeet on external costs if
consumcrs arc cther unaware of or underestimate (he
harm that their smoking and drinking does 1o them. If
most consumers ol cigarctles overestimate rather than
underestimate: the nisks involved with smoking, as some
studies have showii, then adddional taxes would not be
warrantad. Teenagers, however, may not be prepared
to cvaluaie the long-term clfects of smoking and drink-
mp. Fvidence supgests that lcenage smoking and
drinking declines m response to higher prices for (o-
bacco and alcoholic bevernges. A number of national
medical organizations have supported a substantial in-
crease i the oxisting lederal excise tax on wbacco 1
the inferests ol teducing eonage smoking

Tuxes on tobaceo and aleoholic beverages are re-
gressive when compared with anngal tamily income:
that is, such taxes are a preater percentage ol income
for low-mcome Lanulios than tor noddle- and upper-
income Canulics.



THE WHITE HOUSE
WASHINGTON

December 10, 1997

MEMORANDUM TO ALL EOP PASSHOLDERS
FROM: Melinda N. Bates
Special Assistant to the President and
Director, Visitors Office
RE: 1997 Christmas Candlelight Tours
The annual White House Christmas Candlelight Tours take place this year
from S to 7 p.m. on: Friday, December 26
Saturday, December 27
Monday, December 29
As in the past, these tours are open to the public and to all passholders with photo hard passes.
There are no tickets nor group reservations.
The President and Mrs. Clinton asked the Visitors Office to extend passholder head-of-line privileges
for these tours. Please note that these tours are identical to the Holiday Tours for Passholders on
Sunday, December 14th, except photos are not permitted inside during the Candlelight Tours.
All visitors form a line at the Visitor Entrance on East Executive Avenue. The passholder line will
run north on East Executive to Pennsylvania Avenue. Passholder hours are 5:30 until 7 p.m., each
day. The wait may be long, and the weather will probably be cold, so please encourage your guests

to dress appropriately.

We hope you and your guests enjoy this final holiday event.



Since | failed miserably at my previous attempt, | won't offer another try at a memo. But this might jog
your memory if you want a one pager outline to work off in the meeting.

I. Current Legislative Status
A. Senate leadership apparent split with Hatch

* Hatch attempt at bipartsian bill with Kennedy rebuffed. No R's sign on. Bill is not perfect on FDA, costs
$400 billion. Kennedy introduces bill with no legal protection for companies.

* Nickles sets deadline, McCain introduces version of settlement.

* Farm state Senators-- Ford, Lugar, Robb introduce farmer specific bills.

B. House waiting on Bliley

* House is less fragmented jurisdictionally than Senate, so a bill might appear more easily here.

* Bliley has not introduced bill, has made some independant gestures on documents, and seems willing to
work with Waxman.

* Waxman doesn't have much incentive to get a workable bill soon unless it looks like the Senate D's are
starting to compromise on immunity issues.

C. Majorlissues

* Getting D's to give companies liability protections.
* Dividing up the money.
Figuring out the penalties, price increases.

o

D. Recommendations/Next steps
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FRANKR, LAUTENBERG : 506 HART SENATE OFFICE BUILDING

UNITED STATES SENATOR WASHINGTON, D.C. 20510
NEW JERSEY (202) 2244744

fax (202) 224-9707

WASHINGTON, D.C. 205610

Telecopier Sheet

TO: Tom Friedman
FROM: Dan Katz
voice: 224-1832
fax: 224-9707
DATE: November 3, 1997

PAGES: 6

Comments: Section by section and letters of support attached.
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The Public Health and Education Resource (PHAER) Act

Intradyced in the Senate by Seq. Frauk R, Laytenberg (D-NJ)
and in the House hy Rep. James V. Hansen (R-UT) (%r wl oy
W aa )

THAER would raise the price of cigarettes to a level that would decrease youth smolsing hy half,
) PHAZR would place & ${.50 Public Health and Education Resaurce (PHAFR) per-pack fee on
dgarettes and a comparable fee an othertobacca products, .
‘ The PHAER fee would be phased in by 50-cent increments overthree years,

) In the fourth year, the PHAER fee would be indexed for inflation to ensure that youth smoking does
not rise egain due tn infletionary effects, This index will be hased on the CP), the Medjical CP| or an
increase of 3%, whichever is greatar.

) The PHAER fee will ralse approximately $494 biflion over 25 years (using the tobacco consumption
projections of the Jaint Committee an Taxation), an average of aimest $20 billion per year. Ofthese
funds:

' 75%, (an average of §15 bﬂliun per vear) will e distributed at the Statele 1 for

. Smoking cessation pragrams and services

. Schoe! and community-baser! tabacco education and prevention programs

, State-level countar-advertising campaigns

> ASSIST and similar community-based tobaces control programs

. Expansion of the Children's Health Insurance Program created in the 1997 Budget
Recanciliation Act

> Early childhood development programs through the Maternal Child Heaith Rlock
Grant and WIC

> Other appropriate public heafth uses

. Rasearch and nrevention pragrams &t NIH and CDC

» FDA juniediction over tabaces products

v USDA prograrms to assist tobacco farmers, their families and their communities
. A national counter-advertising campaign

- Medicare prevention programs and prermium and cost-sharing assistance for low-
ncome Medjcare neneficaries

> Interatianal Programs to decrease wordwide tobacco-rejated illnass

> Tha Drug Czarto conduct tabacco education and pravention programs

> The VA to conduct tohacco education, interventian and autreach programs.
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The Public Health and Education Resource (PHAER) Act
Introduced by Sen. Frank R Lawsenberg (D-NJ) & Rep. James V. Hangen (R-UT)

Section 101 -- Tmposition and Use of Increased Taxes on Tobacea Products

Cigarette Tax
The excise tax will be phased in as follows:
Year Increase Al tax
1999 $0.50 $0,74
2000 $0.50 (plus $0.10 from BBA) $1.34
2001 $0.50 $1.84
2002 §0.00 (plus $0.05 from BBA) $1.89
2003 Tobarco tax annually indexed to CPI Medical CPl, or 3 percent
whichever is greater
Other Tabacco Produots
. All taxes on other tobacco praducts are increased proportionally.
Indexing
. The tobacco taxes will be anmually indexed by the CPI, the Medical CPI or 3 percent,
whichever is greater.
“Eloor Stacks Taxes

* All tobacco products that have beeﬁ distributed by the manufacturer hefore the
- increase in taxes called for periodically in this bill shall be taxed at the new rate.

Section 102 -- Tax Treatmept for Certain Tohacco-Related Expenses

. The increased taxes contained in this bill will be nondeductible for the tobacco
companies.

Section 201

. A new Trust Fund is created; i ; i fund.
Thia Trust Fund will be created in the Department of the Treasury.
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The Searetary of Health and Human Services shall distribute 75 perceat of the
annual amounts callected in the Trust Fund to the States for the following programs:

(nat less than/

nor mare than) i
10/30% Tobacco education ang preveation programs in schoojs
10730 Smoking cessation programs
10/30 Counter advertising programs
10/25 State Children’s Health Insurance Program
5/10 WIC/Maternal Child Health Services Block Grant
13 ASSIST and other loca! tobacco control programs
0/5 State health block grant

Allocation Rules

4

. Each state grant level will he based an the percentage agreed upon by the Attormeys
Geaeral in their Report by the Allocation Subcommittee an September 16, 1997,

Mﬂin"ﬁnanﬁﬁ Qf E&Qﬂ

. States must maintain the same spending on cureent programs that they spent the year
hefore.

Twenty-five percent of the annual amounts collected in the Trust Pund shall go to the
fallowing Federal programs:

> 10 percent for FDA's tobacca contro] efforts

> 25 percent for USDA, programs to assist tobacca farmers and rural communities

> 20 percent for CDC'd tobaceo contro] efforts and NIH

> 20 percent for Medicare preventive benefits and increased support for low income

Medicare beneficiarios (QMBs and SLMB 5)

20 percent for HHS® tobacco caunter advertising

> 2 percent for USAID's efforts to decrease tobacca congumption averseas

- 2 percent for Tobacca prevention programs at the Office of National Drug Control
Policy (Drug Czar)

> 1 percent for the VA to conduct tabacco edy cation, intervention and outreach
programs

A ¢

Section 301 ~ Federal Standards with Respect to Tobaeco Products
Repcals Federal preemption of state tobacco laws and regulations. !

Section 401 -- Sense of the Senate Regarding Comprehensive Tobaceo Legislation
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W/ Congressional Meeting on Tobacco
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ISSUES

McCAIN
(S1414)

HATCH
(S1530)

MCcINNIS (HR2740)

 LAUTENBERG
(S1343)

KENNEDY (S1492)




ATTORNEYS’ FEES

The bill would limit
attorneys’ fees to
$150 per hour and
reimbursement of
out-of-pocket
expenses. Before
any lawyers could
receive their
payments, they
would have to
submit a detailed
billing statement to
Congress and the
public to account
for the time they
worked.

Rep. McInnis has
stated that although
tobacco companies
are expected to pay
as much as $368.5
billion to states for
the Medicaid costs
of treating
individuals with
smoking-related
illnesses, nearly
$111 billion of
those funds likely
will be used to
cover the legal fees
of hundreds of
lawyers who
worked on the deal.




CIGARETTE PRICE
INCREASE

Excise tax will be phases as
follows:

Year Increase Total tax
1999 $0.50 $0.74

2000 $0.50 $1.34

(plus $0.10 from BBA)
2001 $0.50 $1.84

2002 $0.00 $1.89

(plus $0.05 from BBA)
2003 Tobacco tax annually
indexed to CPI, Medical CPI,
or 3 percent, whichever is
greater.

All taxes on other tobacco
products are increased
proportionally.

Tobacco taxes will be
annually indexed by the CPI,
the Medical CPI or 3
percent, whichever is greater.

Increase tobacco tax by $1.50
per pack over three years (this
is in addition to the currently
enacted excise tax, including
increases scheduled to take
effect in 2000 and 2002) This
will generate $650 billion over
the next 25 years.

YOUTH SMOKING

Establish national goals for the
reduction of teen smoking and
for smokeless tobacco use

to the extent that cigarette or
smokeless tobacco
manufacturers fail to meet
tobacco reduction goals, a
surcharge of $1.00 per pack will
be imposed.

There will be no ceiling on the
total amount of the surcharges
nor will any surcharges be
rebated.




DOCUMENT
DISCLOSURE

Tobacco companies must
disclose all relevant documents,
including those related to the
health effects of its products, to
scientific studies of tobacco
components, to addictiveness, to
the health impacts of proposed
modifications, and to marketing
and advertising strategies.

An oversight board with
subpoena power will be created
to monitor industry compliance.

FLOOR STOCKS
TAXES

All tobacco products that
have been distributed by the
manufacturer before the
increase in taxes called for
periodically in this bill shall
be taxed at the new rate.

NO TAX
DEDUCTIBILITY

The increased taxes contained
in this bill will be
nondeductible for the tobacco
companies.

Tobacco companies will be
prohibited from deducting any
of the payments required under
this act from their corporate
income taxes as ordinary and

necessary business expenses.




FDA AUTHORITY

Legislation affirms broad FDA
authority. FDA will have
authority to regulate tobacco as
a drug and a drug delivery
device. Scope of regulation will
include manufacturing,
marketing, advertising, and
distribution of tobacco
products. FDA will regulate
nicotine content. Industry
funds raised from the licensing
fee will be used to support the
cost of effective tobacco
regulation. '

REGULATION OF
TOBACCO
PRODUCTS

Legislation includes comparable
increases for smokeless tobacco
and other tobacco products.
FDA will be able to regulate
nicotine content and yield.




FUNDING FOR
CHILDREN’S
HEALTH
PROGRAMS

The Public Health and
Education Resource Fund:
The Secretary of HHS shall
distribute 75% of the annual
amounts collected in the
Trust Fund to the States for:
Tobacco education/
prevention in schools
Smoking cessation

Counter advertising

State Children’s Health
Insurance Program
WIC\Maternal Child Health
Services Block Grant
ASSIST programs

State health block grant

Each state grant level will be
based on the % agreed upon
by the Attorneys General in
their Report by the
Allocation Subcommittee on
9/16/97.

States must maintain the
same spending on current
programs that they spent the
year before.

FUNDING FOR
STATES

States will be compensated for
that portion of their Medicaid
expenditures attributable to
treatment for tobacco induced
illnesses and conditions.




FUNDING FOR
FEDERAL
PROGRAMS

25% of the Trust Fund will
go to the following Federal
programs:

FDA tobacco control

USDA programs to assist
farmers

CDC and NIH

Medicare benefits

HHS’ advertising

USAID’s efforts to decrease
tobacco consumption
overseas.

Tobacco prevention programs
at the Office of National
Drug Control Policy

VA to conduct tobacco
education, intervention, and
outreach.

TOBACCO USE
REDUCTION AND
EDUCATION
BLOCK GRANT

National counter-advertising
program to educate public
states would receive funding for
smoking cessation programs,
reduction of tobacco use
through counter-advertising,
tobacco free public education
programs, tobacco free
community action programs,
licensing of tobacco sellers and
enforcement of youth
deterrence.

Tobacco victim’s assistance fund
will be created to provide
financial help to persons with
serious tobacco induced health
problems.




WARNING LABELS

Legislation would mandate
strong new rotating warnings on
all tobacco product packages
and cartons, and in all
advertisements.

Warnings will be those set forth
in the settlement agreement
between the Attorneys General
and the tobacco industry. The
warnings will include "cigarettes
are addictive," "cigarettes cause
cancer," and "smoking can kill
you."

INGREDIENT
DISCLOSURE

Tobacco companies will be
required to disclose to the FDA
the nature and amount of each
ingredient, substance, and
compound in each brand of
cigarette or tobacco product,
and the Agency will make such
information available to the
public unless it has determined
it to be a trade secret.




REDUCTION OF Restrict indoor smoking in

INVOLUNTARY : public facilities to areas in
EXPOSURE TO which the air is vented directly
TOBACCO SMOKE to the outside.

Prohibition of smoking in

schools and child care facilities.

Exempt adult only facilities such
as bars, and designated hotel
guest rooms.

Federal rules establish a floor
for protecting non-smokers
from second-hand smoke.

State and localities may enact
more restrictive measures.




ASSISTANCE TO
FARMERS

Transition assistance for
tobacco farmers and displaced
tobacco industry workers. This
program would provide
compensation for tobacco
farmers agreeing to retire their
tobacco acreage, and to assist
farmers and workers who wish
to train for new careers.

Economic development
assistance to those communities
most heavily impacted by
changes in the tobacco industry.

REGULATIONS NOT
INTENDED TO
PREEMPT

Repeals Federal preemption
of state tobacco laws and
regulations.

The provisions of this statute
are not intended to pre-empt
state and local laws which place
additional restrictions on
tobacco products.

ASSISTANCE TO
TOBACCO
WORKERS
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Good merning, Cheicman Bilirakis and Mezmbers of the Health exxi Environment Subcotmittee.
"Ihank you for the upponumity to teaily wday ofi ehulf of the Health Care Finaacing Administration
(HCFA), and t¢ claify the carem stattory Jequitement that Stetes roiaburee the Fedoral
Govemment's share of the scrtiomonts they obtain ttomn tobaceo comphnies for the aoste of tresting
(obacco-refated ilesses of Meticaid henzficiaries. Wein the Admministration spplaud the States for
what they have achioved in ther litigation with the tobaceo companies.  These are Historic evenls, not
only for the health care community. but for the American peopio It has been estumated that
nationwide, tobacco-related illuesses claim close 1o halfe million lives wunually and incur health care

costs in e billions of dollurs.
A\ —

At the outset, Mr. Chairmnan, 1 would like to remind the Subcomurittee that current law requires
BCFA to work with the States to recover the Federal portion of reirbursements f0t M edicaid costs
that may be part of recent btate tabaoco settlements. We have no aitemnative, siove the law royuites
the States to act 10 1ecover these costs from liable third parties and consequently, RCTA is not
authorized 1o sue. We hope and expect that Congress will address the aliocation of funds in the broad
legislation that the President has called for, and wa look forward to working with Corgress and with
the Statos, who are our partners in Medicaid, to reach 8 1ir resolution.

Ar. Secretary Shaizlz expleioed 1o the House Commerca Committee in a hearing on November 13,
Section 1903(d) of the Socisl Sedurity At mandetes that Siates allocute from the amount of any
Medivuid-related recovery the pro-rata share to which thc Foderal Government is entitled.
Specifically, this law states: '

U4} The Secremry shall then pav to the State. in suck instaliments as he myr determine,
the amount so estimated, reduced or increased 1o the extent of cny overpaymerd or
wdsroaysnerit which the Secretay determings was made undes tis ssction ¢o such Stuie for
.'.m:l:‘s prior quarter and witl reSpect 0 which celjistment b mal lready been v usder this
subsection

(2)(B) Expensiitures for which payments were made iu the Siate under swbsection (@) shall
b treated as ) overpaynient 1o the extent thai the State or locad wgency carainisioring such
plan has been reimbus sed for such expenditures by a third party pursuant to the previsions
of its plan in compliance with section 1902(aj(25)....”

“(2)3) The pro vata shure 1o which the Urated States I equizadly entitled, as determined by
the Secretanry, of the net amownt recavered during emy quarier by thy: Statc or any palitical
subdivision thereaf veith respect ta medioal assistance firnished under th State plan shall

be considered an ovarpaymert 10 be adfusted under iis subsecrion.
AN I/\k\/\ y
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Tiiese statutory requirements bave been in existenve fin 30 years.  Furthermore, 42 US.C. 1
1206a(2)(29)XA), which became effactives March 31, 1968, estabiishes that 1t is the State's
respansibility ‘to ascertuin the legal liability of third parties. .to pay for care and services sveilable
under the [State's Medicaid) plan™ Regulaiivits set forth 1 42 CFR 433,135 define “third paaty’ ae
“ony individuai, erity or progrem that is 0f may be liable to pay all or part of the expenditures Jor
imedical assisiance furnished under a Stave plem.” Alw, 42 CER 433.140(c) describes the State’s
cbligation clearly: “If the State receives FFP [Federal fivmcial parficipation] in Medicuid payments
Jw which it receives third party roimbursement, the State must pay the Federal government a partion
of the reimbursement determined in accordance with the FMAP [Federal mydical assistar
percentage] for the Staw.” Tt is important to recognize that unlike the States, the Fodors!
Government is not euthorized by the Medleald siatute 10 sue ird parties dicestly. This doss not
rnean, however, that Congross intondod to abdicate its claim to such recoveries. Rathet, the Medicaid
statute protects the Feders! Government's interests by explicitly making the States responsible for
both pursuing these recoveries, reporting them 10 HCFA, and ensuring that the Fedevel Government
receives its share.

While 1 cartainly would not suggost that Congreos enacted this provision with the nuhti-billion doller
robacca settlements i mind, there is no basis i the aw to suppose that Cornigress intended the current
situation 10 be an exception to the statute. We have consulted with the lawyers at the Departments
of Health and Human Services und Justice, and they have indicated that the law, 6§ currently written,
applivs to this situation and that I{CT A is obligated to scok reoovory from: the States of tho Fodera!
shase of any recoveries of settlements relating to Mcdicaid exponditures, including tobaovo-related
settiements.

Tt shaukd be also noted that only Medicaid-related expenditure recoveries are subject 10 the Federal
sharc roquirement, To the extent thet eome ron-Medicaid expenditures and/or recoveries were also
included in the underlying lawsuits, FICI'A will accept e justifiable allocation: reflectitg the Medicsid
purtion of the recovery, us long as the Stde provides necessary ducumrentation to support a proposed
allocation  Momsover, it should be emphasized that State adiniistrative costs incurted i purst of
Madicaid cast tacovarian from tobacco firs qualify for the notmat S0 percent FFP.

I Juge 199G, HCFA coitacted cach of the five States (Flonde, Louisiana, Massachusetts,
Missiesippi, and West Virginie) that had initislly setded with the Liggett corporation and reminded
them of their s:attory obligation to report Medicsid recoveries in their quasterly satements to
HOEA  Fach of the five Stutes has received twa annual payments from Liggett. Two States,
Mrssrchusetts and Louisiana, have credited the Federal government with its share of both payments,
Flosida, 10 date, has credited the Pederel governmeit with one payment.

(iven the prospest of all 50 States seeking entry to a national agreemem vith the :0bacso mdustry,
fast month HCFA sent. a letter to &l Governors, State Medicaid Directors, and related orgamzations
tc explain and clarify HCFA's obligations and the financial obligations of the States tn relation to arv
potentia! settlenents. We have cicouraged & dialogae with the States on this issue, and we expect
to work closely with them to determing the eppropriate share of any recoveries that should be

o8 )
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As vui leiter to the States noted, we recognixe thot Congress will exanting the issue of tobacco
settlements as they relate to the Medicaid program in the context of eny ¢omprehensive tobacco
legislation. We will look forward to workiag with the Memhers of this Committec at that time.

credited 1o the Federal Governemnent.



By working together during the last 5 years, state and federal officials have profoundly changed
the legal landscape faced by the tobacco industry. For decades, individuals injured by tobacco
use had sued the tobacco industry and lost. In February 1994, the Food and Drug Administration
announced its had begun an investigation of whether nicotinc-containing tobacco products were
subject to FDA regulation. In the following months, FDA uncovered and placed on the public
record a compelling volume of new evidence about the intent of the tobacco industry. We
learned for the first time that tobacco companies viewed their own industry as “in the business of
selling nicotine, an addictive drug.” This powerful information enabled the Administration to
put in place new rules designed to dramatically reduce youth smoking, and helped states unleash
a torrent of new lawsuits against the tobacco industry.
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" Item Key' 6912 ' ' '

105TH CONGRESS
1ST SESSION

S. 1343

To amend the’ Interna} Revenue Code of 1986 to increase the exc19e-
tax- rate on tobacco products and deposit the resulting revenues
into a Public Health and Education Resource Trust Fund, and for
other purposes. . :

IN THE SENATE OF THE UNITED STATES

October 29, 1997

Mr. LAUTENBERG introduced the: followxng bill; whlch was read twice
and referred to the Commlttee on Flnance

A BILL.

To amend the Internal Revenue Code of 1986 to increase the excise
tax rate on tobacco products and deposit the.resulting revenues
into a Publlc Health and Educatlon Resource Trust Fund, and for

. other purposes. '

//Be it enacted by the Senate and House of Representatives of



the Unlted States of America in Congrese assembled, \\
1 ISECTION 1. SHORT TITLE; TABLE OF CONTENTS 11

(a) SHORT TITLE.--This Act may be cited as the "Public Health
and Education Resource (PHAER) Act".

(b) TABLE OF CONTENTS.--The table of contents of this Act is as
follows: :

" Sec. 1. Short title; table of. contents.
TITLE I--IMPOSITION OF INCREASED TAXES ON TOBACCO PRODUCTS

Sec. 101. Increase in excise tax rate on tobacco products in
addition to such increase contained in the Balanced
Budget Act of 1997. ° :

Sec. 102. Tax treatment. for certain tobacco-related expenses.

TITLE II-—PHAER ‘TRUST FUND
Sec. 201. Publlc Health and Educatlon Resource Trust Fund.

TITLE III—-FEDERAL STANDARDS WITH RESPECT ‘TO TOBACCO
PRODUCTS

Sec. 301. Federal standards with respect to tobacco products.
) TITLE IV-—SENSE OF THE SENATE

‘Sec. 40l. Sense of the Senate regardlng comprehenslve tobacco
: legislation.

{ITITLE " I—-IMPOSITION OF INCREASED TAXES ON TOBACCO
PRODUCTS ! !

{!SEC. 101.. INCREASE IN EXCISE TAX.RATE ON TOBACCO,PRODUCTS IN
’ ADDITION TO SUCH INCREASE CONTAINED IN THE BALANCED
BUDGET ACT OF 1987.1!!

(a) CIGARETTES.--Subeectlon (b) of section 5701 of the Internal
Revenue Code of 1986 'is amended--

" (1) ‘by striking "$12 per thousand ($10 per thousand on
cigarettes removed during 1991 or 1992);" in paragraph (1) and
inserting "the applicable rate per thousand determxned in :
accordance with the following table:

- "In the case of clgarettes removed during: The applicable rate is:
1998....... e ceeen.. $12.00
1999........ Ciiereseesascesnseassaccsaaaneaseass $37.00°
2000 . i ieeeeeeseccscosoncscsssasssasacnssnas $67.00
2001....0ceveann. ettt esessacseesssassessaass $92.00

2002, 40 ceesccanccennnsssscasoevarsssacssanss $94.50.";



and :
(2) by striking paragraph (2) and inserting the following-
"(2) LARGE CIGARETTES.--

"(A) IN GENERAL.--Except as provided in eubparagraph
(B), on cigarettes, weighing more than 3 pounds per thousand,
the applicable rate per thousand determined in accordance
with the followxng table:

"In the case of cigarettes removed during: The applicable rate is:
1998. . ccceeccnes Cessessscssnssessans seseseseses $25.20

1999........ eesssressncsarrencacases sescseses $877.70
2000..c00cescasssssssssosssscssassaccnsancsssse $9140.70
2001..0cececcccnancncnncs teeessecaanones ceesas $193.20
2002...ccveeeccncccccee ceevetoteansrasnes eesess $198.45.

"(B) EXCEPTION.--On cigarettes more than 6 1/2 inches
in length, at the rate prescribed for cigarettes weighing
not more than 3 pounds per thousand, counting each 2 3/4
inches, or fraction thereof, of the length of each as one

- cigarette." .

(b) CIGARS.——subséétwith the following table:

In the
case : : ' _

_ (1) by striking "$1.125 cents per thousand (93.75 cents per
thousand on cigars removed during 1991 or 1992)," in paragraph

(1) and inserting "the applicable rate per thousand determlned
in accordance with the following table:

"In the case of cigars removed during: " The applicable rate is:
1998 o $1.125 cents
©19%9 . - . ' $3.4687 cents
2000 -$6.2822 cents
2001 : ) . $8.6264 cents
2002 ‘ $8.8588 cents.";
and

(2) by strxklng paragraph (2) and inserting the following:

"(2) LARGE CIGARS.--On cigars, weighing more than 3 pounds
per .thousand, the applicable percentage of the price for which
sold but not more that the applicable rate per thousand
determined in accordance with the following table:

In the

case of - . The .

cigars . o . - . applicable ' . " The
removed _ percentage applicable

during: o is: - _ rate is:



1998 ' 12.750% : ' $30.00

1999 39.312% . o $92.50
2000 ' 71.189% '$167.50
2001 -97.753% : _ '$230.00

2002 . ‘ 100.407% ) $236.25."

(c) CIGARETTE' PAPERS.--Subsection (c) of section 5701 of such
COde is amended to read as follows:

"(c) CIGARETTE PAPERS.-- .
"(1l) IN GENERAL. ~-Except as provided in paragraph (2), on
each book or set of cigarette papers containing more than 25
papers, manufactured in or imported into the United States,
there shall be imposed a tax of the applicable rate for each 50
papers or fractional part thereof- as determlned in accordance
- with the following table:

-"In the case of CLgarette papers removed - The applicable rate is:

durxng

1998. . ittt ereeecesstssanscsanccscscanncecens .75 cent
1999 . ..t iieeticeiacsosnecssonnssssansnns eeesss 2.31 cents
2000. ...t cceeeecesescasnsascocsscsascssecsnconss 4.18 cents
2001...cccieinnennn cdeesasecssessesseascessess 5.74 cents
2002, .0t iennnenans .;;.;.....,.... ...... ess. 5.91 cents.

"(2) EXCEPTION.--If cxgarette papers measure more than
6 1/2 inches in length, such cigarette papers: shall be taxable
at the rate prescribed, counting each 2 3/4 . lnches, or fractlon
thereof, of the length of each as one CLgarette paper."

"(d) CIGARETTE TUBES.—-Subaectlon (d) of eection 5701 of such
Code is amended to read as follows:

"(d) CIGARETTE TUBES.-—-
"(1) IN GENERAL.--Except as prov1ded in paragraph (2), on
cigarette tubes, manufactured in or imported into the United
" States, there shall be imposed a tax of the applicable rate for
each 50 tubes or fractional part thereof as determined in
accordance with the following. table- :

I..

"In the case of cigarette tubes removed " The applicable rate is:
“during: - :
1998........ ceesececessssssssccnsoseeeanne .« 1.50 cents .
B 1 eteecessssssncssis 4.62 cents

: : : . : 2000, .. s iciaennnnan
...................... 8.39 cents ' : '
2001 . .0 eirnncnnncns cecsiseesessensens sees 11.53 cents

2002 .t ecancncns teseesressesesans cedeenas .11.82 cents.



) "(2) EXCEPTION.--If cigarette tubes measure more than

"6 1/2 inches in length, such cigarette tubes shall be taxable
at the rate prescribed, counting each 2 - 3/4 inches, or fraction
thereof, of the length of each as one cigarette tube."

(e) SMOKELESS TOBACCO.--Paragraphs (1) and (2) of subsection
‘(e) of section 5701 of such Code are is amended to read as follows:
" .. "(1) SNUFF.--On snuff, the applicable rate per pound '
: determlned in accordance with the following table (and a
proportionate tax at the like rate on all fractional parts of a

pound):
"In the case of snuff'remoted dufihg: o -_The’applicable rate is:
1998, . eveivneneneronenanahonnns e, 36 cents
01999, .. ..., esesesssesacsaana cesacanne $1.11
2000...ccciencecnens Geessesntsenasesssnans $2.01
2001 . vicenccescencoiocsnannse cetesersenes .$2.76

2002, 0cetescnnnanens ,.....;;............. $2 835 cents

' "(2) CHEWING TOBACCO.—-On chewlng tobacco, the appllcable
rate per pound determined in accordance with the following table
(and a proportionate tax at the like rate on all fract10nal
parts of a pound): .

"In the case of’ chewingbtobacco removed _ The applicable rate is:
during: : :
. . N )
- 1998........ o T I IR ereecesan - 12 cents
B - 1 L s e s ssesssssseccane 37 cents
2000, .ttt annnsnnes fesaens e ereecesennes . 67 cents
.2001..... esesecssecsseesieisscasssasessses 92 cents

2002...;......, ....... tesesstecscoasasasnes ... 94.5 cents.

, (f) PIPE TOBACCO.—-Subsectlon (f) of section 5701 of- such Code
is amended to read as follows. . .

"(f) PIPE TOBACCO.--On pipe tobacco, manufactured in or
-imported into the United States, there shall be imposed a tax of the
applicable rate per pound determined in accordance with the
followxng table (and a proportxonate tax at the llke rate on all
fractional parts of a pound) [

"In the case of pre tobacco removed durxng- The applicable rate is:

©.1998 : . - 67.5 ‘cents

1999 . ' : : $2.0812: cents
2000 _ : _ $3.7705 cents
2001 ; T $5.1774 cents

2002 o ﬁ : $5.3157 cents."



(g) IMPOSITION OF EXCISE TAX ON MANUFACTURE OR IMPORTATION OF
ROLL-YOUR-OWN TOBACCO.-- ‘
: (1) IN GENERAL --Sectiog to definitions) is amended by adding at the e

- the

fOllOWlng new subsection-

"(p) ROLL-YOUR-OWN TOBACCO.--The term 'roll—your-own tobacco
‘means any tobacco which, because of its appearance, type, packaging,-
or labeling, is suitable for

: manufactured in or imported into the United States
there shall be : :

. imposed a tax of the applicable rate per pound determined in

accordance with the following table (and a proportionate tax at the
: like rate on all fractional parts of ‘a pound): .

"In the case of roll—your-own tobacco ' The applicable'rate'is{
‘removed during: , , : Y - .

1998 . - - _ . " §7.5 cents

1999 ) : . : T '$2.0812 cents
2000 ; I T _ $3.7705 cents -
2001 : o , $5.1774 cents
2002 _ , . : : B $5. 3157 cents."

(2) ROLL- YOUR-OWN- TOBACCO.—-Section 5702 of such Code
(relating to definitions) is amended by adding at the end the
following new subsection.

"(p) ROLL- YOUR-OWN TOBACCO.—-The term “roll-your-own tobacco'
means any tobacco which, because of its appearance, type, packaging,
or labeling, is suitable for use and likely.to be offered to, or
purchased by, congumers as tobacco for making cigarettes.”

(3) TECHNICAL AMENDMENTS.--

(A) Subsection (c) of section 5702 of such Code is
amended. by striking "and pipe tobacco" and inserting "pipe
tobacco, and roll-your-own tobacco".

(B) Subeection (d) of section 5702 of such COde is

' amended——
(i) in the material preceding paragraph (1), by .
striking "or pipe tobacco" and. inserting “pipe tobacco,

.or roll-your-own tobacco", and ]

(ii) by striking paragraph (1) and inserting the
following new paragraph:

."(1) a person who produces cigars, Cigarettes, smokeless
tobacco, pipe tobacco, or roll-your-own tobacco solely for the
person's own personal consumption or use, and".

(C) The chapter heading for chapter 52 of such Code is
amended to.read -as follows

!l"CHAPTER 52—-TOBACCO PRODUCTS AND - CIGARETTE PAPERS .AND .
TUBES". 1!
(D) The.table.of chapters for subtitle E of such Code
is amended by striking the item relating to chapter 52 and
inserting the following new item:



“CHAPTER 52. Tobacco products and’ cxgarette papers and tubes."™

(h) INFLATION ADJUSTMENT 'OF RATES AND FLOOR STOCKS TAXES.-—
Section 5701 described in subparagraph (A), or

"(Ced

by redesignating subsection (h) as subsection (3) and by xnsertlng

after subsection (g)

‘the following:

"(h) INFLATION ADJUSTMENT.——In the case of a calendar year
after 2002, the dollar amount contained in the table in each of the
preceding subsections (and the percentage contained in the table
contained in subsection (b)(2)) applicable to the preceding calendar.
year (after the application of this subsection) shall ‘be lncreased
"by an amount. equal to—-—

"(1) such dollar amount .(or percentage), multiplied by
- ™(2) the greatest of--

"(A) the

cost-of- living adjustment determined under

section 1(f)(3) for such calendar year by substituting “the’
. second preceding calendar year'' for-'calendar year 1992' in

subparagraph
"(B) the

(B). thereof,
medical consumer price index for such caIendar

year determined in the same manner as the adjustment

described. in

subparagraph (), or

-~ "(C) 3 percent.

"(§) FLOOR STOCKS TAXES.--
' "(1) IMPOSITION OF TAX.--On tobacco products and cigarette:

papers and tubes
.States which are
on such date for
tax in an amount

. "(A) the

manufactured in or imported into the United
removed before any tax increase date, and held
sale by any person, there is hereby lmposed a -
equal to the excess of--

tax which would be imposed under any preceding

subsection of this sectionon the article if the artlcle had

been removed
"(B) the’

on such date, over
prior tax (if any) imposed under such

subsection on such article.
"(2) LIABILITY FOR TAX AND METHOD OF PAYMENT.——
_ "(A) LIABILITY FOR TAX.--A person holding cigarettes on
any tax increase date, to which any tax 1mposed by paragraph.
(1) applies shall be liable for such tax.

M{(B) METHOD OF PAYMENT.--The tax imposed by paragraph

(1) shall be
prescribe by

paid in such manner ds the Secretary .shall
regulations. .

"(C) TIME FOR PAYMENT.-—The tax- lmposed by- paragraph

(1) shall be

pa;d on or before April 1 followlng any tax

.increase date. .
“(3) ARTICLES 'IN FOREIGN TRADE ZONES.——NoththstandLng the

Act of June 18;

1934 (48 Stat. 998,

"provision of law, any article which is located in a foreign

‘.trade zone on any tax increase date, shall be subject to the tax

imposed by paragraph (1) if--

' "(A) internal revenue taxes have been determined, or
customs duties liquidated, with respect to such article
before such date pursuant to a request made under the lst

19 U.S.C. 8la) and any other



_ provisions may be
allowed or made.

(1) MODIFICATIONS OF CERTAIN TOBACCO TAX PROVISIONS.——

(1) EXEMPTION FOR EXPORTED TOBACCO PRODthe 2d proviso

of such section 3(a). '

"(4) TAX INCREASE DATE.--The term "tax increase date" means .
January 1.

"(5) CONTROLLED GROUPS.--Rules eimllar to the rules of
section 5061(e)(3) shall apply for purposes of this subsectlon.

‘"(6) OTHER LAWS APPLICABLE.--All provisions of law,
including penalties, applicable with respect to the taxes
imposed by the preceding subsections of this section shall,

" insofar as applicable and not inconsistent with the provisions
of this subsection, apply to the floor stocks taxes imposed by
_paragraph (1), to the same extent as if such taxes were imposed
by such subsections. The Secretary may treat any person who bore
the ultimate burden of the tax imposed by paragraph (1) as the
person to whom a credit or refund under such provisions may be.
allowed or made.”

(1) MODIFICATIONS OF CERTAIN TOBACCO TAX PROVISIONS.--

(1) EXEMPTION FOR’ EXPORTED TOBACCO PRODUCTS AND CIGARETTE

. PAPERS AND TUBES TO APPLY ONLY TO ARTICLES MARKED FOR EXPORT.--
{R) Subsection (b) of section 5704 of '‘such Code is

amended by adding at the end the following new sentence:
"Tobacco products and cigarette papers and tubes may not be
transferred or removed under this subsection unless such
products or papers and tubes bear such.marks, labels, or
notices as the Secretary shall by regulations prescribe."
_ (B) Section 5761 of such Code is amended by
redesignating subsections (c¢) and (d) as subsections (d) and:
(e), respectively, and by ‘inserting after subsection (b) the
following new subsection: ' B ' : :

"{c) SALE OF TOBACCO PRODUCTS AND CIGARETTE PAPERS AND TUBES
FOR EXPORT.~--Except as provided in subsectlons (b) and (d) of
section 5704--.
"(1) every person who sells, relands, or receives within
the jurisdiction of the United States any tobacco products or
..cigarette papers or tubes which have been labeled or shlpped for-
exportation under. this chapter,
» "(2) every person who sells or receives such relanded
tobacco products or cigarette papers or tubes, .and
"(3) every person who aids or abets in such selling,
‘relanding, or receiving,

shall in addition to the tax and any other penalty provided in
this tltle, be liable for a penalty equal to .the greater of $1,000
or 5 times the amount of the tax imposed by this chapter. All
tobacco products and cigarette papers and tubes relanded within the
jurisdiction of the United States, and all vessels, vehlcles, and:
aircraft used in such relanding or in removing such products, papers,
~and tubes from the place where relanded shall be forfeited to the
United States. . : :



(C) Ssueated as 1nc1uding a reference
to shipment to the C amended by strxking *gsubsection (b)" and Lnsertlng
"aubsection (b) or (c)". '
(D) Subsection (d) of section 5761 of such Code, as
redesignated by subparagraph (B), is amended by striking
~ "The penalty imposed by subsection (b)" ‘and insertxng “The
penalties imposed by subsections (b) and (c)".
.(E) (i) Subpart F of chapter 52 of such Code is. amended
by adding at the end the following new section: .

1I1"SEC. 5754. RESTRICTION ON IMPORTATION OF PREVIOUSLY EXPORTED-
TOBACCO PRODUCTS 1

"(a) IN GENERAL. ——Tobacco products and cigarette papers and
tubes previously exported from the United States may be imported or
brought into the United States only as provided in section 5704(d).
For purposes of this section, section 5704(d), section 5761, and
- such other provisions as the Secretary. may specify by regulations,
" references to exportation shall be treated as anludlng a reference
to shipment to the Commonwealth of Puerto Rico.

" (b) CROSS REFERENCE.—— ' ’

11"For penalty for the sale of tobacco products and
cigarette papers and tubes in the United States which are’
labeled- for export, see section 5761(c). "1 :

(ii) The table of sections for subpart F of chapter 52
of such Code is amended by‘addlng at the end the following
new item:

_ "Sec. 5754. Restrxction on meortatlon of prevxously exported
tobacco products.™

(2) IMPORTERS REQUIRED TO BE QUALIFIED.——

.(A) Sections 5712, 5713(a), 5721, 5722, :5762(a)(1), and:
5763 (b) and (c) of such Code are each amended by lnsertlng

< "or meorter" after "manufacturer". .

(B) The heading of subsection (b) of section 5763 of
such Code is amended by lnsertlng "QUALIFIED IMPORTERS,"
after "MANUFACTURERS,".

(C) The heading for subchapter B of chapter 52 of such
‘Code is amended by inserting "!l!and Importers” after
"Manufacturers".!!

. (D) The item relating to subchapter B in the table of.
subchapters for chapter 52 of such Code is amended by
inserting "and importers" after "manufacturers".

(3) BOOKS OF 25 OR FEWER CIGARETTE PAPERS SUBJECT TO TAX.--
Subsection (c) of section 5701 of such Code is amended by
striking "On each book or set of cigarette papers containing

. more than 25 papers," and inserting "On cigarette papers,”

(4) STORAGE OF TOBACCO PRODUCTS.--Subsection (k) of section.
5702 of such Code is amended by inserting "under section 5704"
after "internal revenue bond".

(5) AUTHORITY TO PRESCRIBE MINIMUM MANUFACTURING ACTIVITY
REQUIREMENTS.--Section 5712 of such Code is amended by striking
"or" at the end of paragraph (1), by redesignating paragraph (2)
as paragraph (3), and by inserting after paragraph.(1l) the



following new paragraph°

“"(2) the activity proposed to be carried out at such
premises does not meet such minimum. capacity or activity
requirements as the Secretary may prescribe, or".

(3) REPEAL OF DUPLICATIVE PROVISIONS.--Section 9302 (other than
subsection (i)(2)) of the Balanced Budget Act of 1997 is repealed.

(k) EFFECTIVE DATE.-—The amendments and repeal made by this
section shall apply to articles removed (as defined in section
5702(k) of the Internal Revenue Code of 1986, as amended by this
section) after December 31, 1997.

11SEC. 102. TAX TREATMENT FOR CERTAIN TOBACCO-RELATED EXPENSES.!!

(a) IN GENERAL.--Section 275(a) of the Internal Revenue Codeé of
1986 (relating to.certain taxes) is amended by inserting after
paragraph (6) the following:

. "(7) Taxes -imposed by chapter 52 but only in an amount

‘determined at rates in excess of the rates of such. taxes

effectlve in 1998." :

(b) EFFECTIVE 'DATE.--The amendment made by this sectlon shall .
apply to. taxable years beglnnlng after December 31, 1998.

}lTITLE I1I--PHAER TRUST FUND!!
!lSﬁC. 201. DUBLIC HEALTH AND EDUCATION RESOURCE TRUST FUND. ! !

(a) IN GENERAL. --Subchapter A of chapter 98 of the Internal
Revenue Code of 1986 (relating to trust fund code) is amended by
adding at the. end the following new section:

!!"SEC 9512 PUBLIC HEALTH AND EDUCATION RESOURCE TRUST FUND.!!

‘"(a) CREATION OF TRUST FUND.~--There is established in the
Treasury of the United States a trust fund to be known as the
“Public Health and Education Resource Trust Fund' (hereafter
referred to in this section as. the “PHAER Trust Fund'), consisting
of such amounts as may. be appropriated or transferred to the Trust
Fund as provided in this section or section 9602(b).

"(b) TRANSFERS TO TRUST FUND.--There is hereby appropriated to
the.Truat-Fund an -amount equivalent to the net increase in revenues
received in the Treasury attributable to the amendments made by
section 2 of the Public Health and Education Resource (PHAER) Act as. -
estimated by the Secretary.

"(c) OBLIGATIONS FROM TRUST FUND -
"(1) STATE PROGRAMS.--
"(A) IN GENERAL.--An appllcable percentage of 75
percent of the amounts available in the Trust Fund in a
fiscal year shall be distributed by the Secretary of Health
and Human Services to each State meeting the requirements of
subparagraphs (C) and (D) to be used by such State and by



local government entities within such State in such fiscal "
‘year and the succeeding fiscal year in the following manner:

"(i) Not less than 10 nor more than 30 percent of
such amounts to State and local school and community-
based tobacco education, prevention, and treatment
programs. :

"(ii) Not .less than 10 nor more than 30 percent of
such amounts to State and local smoking cessation
programs and services, including pharmacological
therapies. .

""(iii) Not less than 10 nor more than 30 percent of
such amounts to State and local" counter advertising

' programs.

"(iv) Not less than 10 nor more than 25 percent of
such amounts to the State Children's Health. Insurance
Program under title XXI of the Social ‘Security Act (42
U.S.C. 1397aa ‘et seq.) to be in addition to the amount
.appropriated under section 2104 of such Act.

" "(v) Not. less than 5 nor more "than- 10 percent - of
such amounts to--

"(I) the Special Supplemental Food Program for

Women, Infants, and Children under section 17 of the

Child Nutrition Act of 1966 (42 U.S.C. 1786) to be

in addition to the amount appropriated under such

section, or .

"U(IT) the Maternal and Child Health Serv1ces

Block Grant program under title V of the Social

Security Act (42 U.S.C. 701 et seq.) ‘to be in

addition ‘to the amount appropriated under such title,

or e

"(III) a combination of both'programs as
determined by the State.

"(vi) Not less than 1 nor more than 3. percent of
such amounts to the American. Stop Smoking Intervention
Study for Cancer Prevention (ASSIST) program for
suchState or other State or local community-based
tobacco control programs.

"(vii) Not more than 5 percent of such amounts to a
State general health care block grant program.

"(B) ALLOCATION RULES.--For purposes of subparagraph
(A), the applicable percentage for any ‘State is determined
in accordance with the follow1ng table:

‘State - S ' _Applicable Percentage
Alabama.....coueen C et esestseetccettstiaonsananan 1.270390
BlasSKa.eeeeeeeeocsooenssanonenes ceeeeeas eeseances 0.241356
‘Arizona....oceeiecnens csceseaneaas ‘eeeecceneeese “ees 1.163883
ArKanBaB..cccecesecssosesccssssssncssansosonsa “e.. 0.751011
california..... e etenresannas eedesasen e +e.. B.805641
COLOradO. . eeesenesenaceasosasossseassssnassonassns 1.054018
Connecticut......ccciiniiereeeccccncconnnns eesesss 1.596937-
DElaWAre. .. cvveeeeceeoosesocssosaasccsosnos essens. 0.227018

Digtrict of Columbia......eceeunsn eeeaeee teriees 0.534487



Florida.......................................... 3.590667

GEOrgia..ceeeeececeeoceacsosvoscanascancnns eesseses 2.007112°
.Hawali......-.;..............................,... 0.642527
b i< -1 + U T ceesevavesepeesssccasswvassss 0.257835
I1linoiB.cceeecccccnces tesesesessaes cressscanscss 4.272898
Indiana...ccecev.e ceececeesctecsscesanacnas eeeeses 1.714594

TOWB. ceeeocccascsasansssssscssssscssnisosacsccsses 0.758686
KanBas. . cceerieriorocsocvosssssonsasecancsascnncns 0.762230

Kentucky..eeeeeeceanns csecssececssnnnas ceeeesesss 1.875439
Louigiana.cccesssacacccas cesesnctcsens creeieanns . 1.916886
Maine...ccoveeeieersnrnsenssossosocncans ceesesssss 0.870740
Maryland....ceceoecececcns “esesesriasaanas ceseeses 2.051849
MassachuBettB...veeeeecarensssssssscanccnns ceseree 3.700447
Michigan....cccveeecsnennnee creesesecscsenne ceeens . 4.431824
"Minnesota..ccccrcccrccsccocrresoanncn cessesseeves 2.474364
MigBisBippic.ccciceesinevescencncnss cesesesaisssss 0.851450
‘Missouri....ccoiiieiiiiiiiiiiniiiiannen cessesssss 1.659116
Montana.......... e esesrsesasnne seecesrecssnessss 0.,335974
Nebraska@....ccoeceeeeocccocacnons ceececsae ceeeonn . 0.445356
Nevada. .oeeeeeeeioeesensvanannss e sersseanaans w.e. 0.307294
New 'Hampshire....... seeresetesrecrareresnns weeee.. 0.552048
New Jersey...ceeeeees ceeeeeaens eeereeereeeasssass 3.494187
"New MexiCO....ciceeeeene e tececcscecansceaseanne . 0.465816
New YOork....cieeeceecenen e iesecans essesanes eee. 14.529380
North Carolina........... S ceeedacsnns “vee. 2.097625 -
North Dakota...... e edeccancnnes cisasens eeesss. 0.250758
OhiO..iveeeevacnnn Ceeeeeteeeanaas Ceeeeaaae veee. 4.690156
Oklahoma...cveeeeeeninnecneeneennnans ceeeeenen ... 0.841972
03 o= L=+ Y A secesaen . 1.092920
Pennsylvania....... ceesesesvoanns ‘eessecesssseesss  5.233270
Rhode Island.......cieeeeitenesssssccanosscnnnnasns 0.821727
South Carolina.......c...... i eeetaaesens teseeecen . .0.883628
South’ Dakota...........;........... ...... eeesnaes -0.234849
Tennessee....cccee e eve e Geeseesesseresennns ceseces 2.479873
TEXAB .o eooacanncoaocsosse ceesossesees s eesscescssson 4.451382
Utahe.oeeeiveoneannne cesessesessssssecccene esses.s 0.330016"
Vermont..... eeseseesesssesccsssserecssaseeneens .. 0.370244
T Virginia.ieeseenecssocciecttcccacaans ceseessesaas 1.373860
Washington........ceveeeeceenns tiesesssencsseseas 1.794612
West Virginia......... cseeecssetessnesacseassceras 1.003660
.  Wisconsin....... eeneae e . eeesess 2.098696
WYOMING. v oot onoresoseaseansosoeccscesscasnns eessss 0.122405
American Samoa..:...iiceveecen ettecenenaeees «.... 0,008681
N. Mariana Islands.:..... Meseesescecneans Yeeers.. 0.001519
GUAM. c e veeoveccenns eiteseccssecacnnns ceseseseses 0.006506
U.S. Virgin Islands.;.;;..;; ....... S 0.004804 .
Puerto RLCO...............}........s;.,.........,, 0.193175.

"(C) STATE PLANS FOR CERTAIN ALLOCATIONS.——Each State,
working in collaboration with local government entities,
shall submit a plan to the Secretary of Health and Human
Services for approval for an allocation under the programs
described in subparagraph (A), specifying the percentage
.share for each program. Each State plan shall provide for an
equitable allocation of funds to local.government entities,



or

specifically in relation to local government tobacco-related
health care needs and anti-tobacco education, preventlon,
and control activities. If a State fails to provide any
component of a State plan with respect to any program
allocation or if the Secretary of Hestration to be
" allocated at the Commissioner's discretion to conduct ‘
tobacco control actlvltlesuch program to 1 or more local governmen

private entities located in such State-pursuant to plans
‘submitted by such entities and approved by the.Secretary.:

" (D) PROHIBITION OF SUPPLANTATION OF STATE FUNDS.--Each
State shall demonstrate to the satisfaction of the Secretary
of Health and Human Services that an allocation to a State
under a program described in subparagraph (A) in any fiscal
year shall be used to supplement, not supplant,'existlng
funding for such. program.

!"(2) FEDERAL PROGRAMS.-- .

"(A) IN GENERAL. --Twenty-five percent of the amounts
available in the Trust Fund in a fiscal year shall be
distributed in the following manner:

"(i) 10 percent of such amounts to the Offlce of
the Commissioner of Food and Drug Administration' to be

 allocated at the Commissioner's dlscretlon to conduct
tobacco control activities.

"(ii) 25 percent of -such amounts to the Offlce of

" the Secretary of Agriculture to be allocated at the

Secretary's discretion to protect the financial well-

,belng of tobacco farmers, their families, and their
communities.

“(iii) 20 percent of such amounts to be allocated
at the discretion of the Secretary of Health and Human
Services .to-- -

“(I) the' Office of the Dlrector of the National.

Institutes of Health to be allocated at the

Director's dlscretlon to conduct. dlsease research,

and- : b

,"(II) the Office of the Director of the Centers’
_ for Disease Control and Prevention to be allocated
* at the Director's discretion to decrease smoking.

"(iv) 20 percent of such amounts to the Office of
the Secretary of Health and Human Services to be
allocated-at the Secretary's discretion--

" (1) to conduct prevention. programs resulting
from the study undersection 4108 of the Balanced

Budget Act of 1997, .and

"(II) to increase the Federal payment for the
coverage of qualified medicare. beneficiaries under
section 1902(a) (10) (E)(i) of the Social Securlty Act

(42 U.S.C. 1396a(a)(10)(E)(i)) and specified low-

.income medicare beneficiaries under section

1902 (a) (10)(E) (iii) of such Act (42 U.s.C.

1396a(a)(10) (E) (Lii))..

"(v) 20 percent of such amounts to fund a national
counter advertlslng program.

"(vi) 2 percent of such amounts to the Office of



the Administr year of such grant or ‘contract, and shall

Development to be allocated at the Administrator's
discretion to strengthen international efforts to
control tobacco.

"(vii) 2\percent of such amounts to the Office of
the Director of the Office of National Drug Control
Policy to be allocated at the Director's discretion to
conduct tobacco education and prevention programs. '

"(viii) 1 percent of such amounts to the Office of
the Secretary of Veterans Affairs to be allocated at the
Secretary's discretlon .to conduct tobacco educatxon,
intervention, and outreach programs.

"(B) GRANTS AND CONTRACTS FULLY FUNDED IN FIRST YEAR.--
. With respect to any grant or contract funded by amounts
distributed under paragraph (1), the full amount of the
total obligation of such grant or contract shall be. funded
in the first year of such grant or contract, and shall
remain available until expended -

_ (b) CONFORMING AMENDMENT.——The table of sectlons for such
subchapter A lB .amended by adding at- the end the follow1ng new ltem-

"Sec. 9512. Public Health and Educatlon Reeource Trust Fund "

{{TITLE III——FEDERAL STANDARDS: WITH RESPECT TO TOBACCO
" PRODUCTS! !

“11SEC. 301. FEDERAL STANDARDS WITH RESPECT.TO TOBACCO PRODUCTS. ! !

(a) CIGARETTES.--Subsection (b) of section 5 of the Federal
Cigarette Labeling And Advertising Act (15 U.S.C. 1334(b)) is
repealed. . : :

(b)'SMOKELESS ‘TOBACCO.--Subsection (b) of section 7 of the
Comprehensive Smokeless Tobacco Health Educatlon Act of 1986 (15
U.S.C. 4406(b)) is repealed._ :

!lTITLE IV--SENSE OF THE SENATE!!

{{SEC. 401. SENSE OF THE SENATE REGARDING COMPREHENSIVE TOBACCO
LEGISLATION. !! '

. -It is the sense of the Senate that any final comprehensive
tobacco. legislation funded by the PHARER Trust Fund under section
9512 of the Internal Revenue Code of 1986, as added by section 201
of this Act, must include, at the very least, the followxng
additional elements:

(1) Sstiff penaltles that give the tobacco lndustry the
strongest possible incentive to stop targeting children.

(2) Full authority for the Food and Drug Administration to
regulate tobacco like any other drug or device with euffxcxent
flexibility to meet changing circumstances.

(3) Codification of the Food and Drug Administration's
initiative to prevent teen smoking and the imposition of
stronger restrictions on youth access and advertising consistent



with the United States Constitution.

(4) Broad disclosure of tobacco industry documents,
including documents -that have been hidden under false claims of
the attorney-client privilege.

(5). Efforts to ensure that the tobacco Lndustry stops
marketing and promoting tobacco to children, including
comprehensive corporate compliance programs.

(6) Elimination of secondhand tobacco smoke in public and
private buildings in which 10 or more people regularly enter.

(7) Disclosure of the ingredients and constituents:'of all

' tobacco products to the public and the imposition of more
prominent health warning labels on packaging to send a strong
and clear message to children about the dangers of tobacco use.

(8) A prohibition on the use of Federal Government
resources to weaken nondiscriminatory public health laws or
promote tobacco sales abroad.
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MEASURE: =~ 81310
SPONSOR: Ford (D-KY) _ _
BRIEF TITLE: Long-Term Economic Assistance for Farmers (LEAF) Act.

OFFICIAL TITLE: A bill to provide market transition assistance for
tobacco producers, tobacco lndustry workers, and their
. communities. .

_QUICK REFERENCE: Provide assistance to tobacco farmers
. . . : : 1

INTRODUCED: .  10/23/97
COSPONSORS : ' 8 (Dems: 2 Reps&-s Ind: 0)
COMMITTEES: Senate Agrxculture, Nutrxtxon and Forestry

€Q BILLWATCH BRIEF.
By .Pherabe Kolb, CQ Staff Writer

S1310 would provide several types of financial assistance to tobacco

. farmers’ in. an effort to defray the economic fallout ‘that increased

restrictions on tobacco sales may have on tobacco-growing communities.
Wendell H. Ford, D-Ky.,: gaid he introduced the measure on behalf of -

the thousands of tobacco-farming families in his state and elsewhere

that likely will see their way of life evaporate as ‘a result .0of the

‘"global tobacco settlement. .

' "The proposed-tobacco settlement would throw thousands of small’

. farmers off their land and lmmedlately into bankruptcy," added cosponsor

Lauch Faircloth, R-N.C.

'The settlement, reached in June 1996 between the attorneys general
of several states and the tobacco industry, would require tobacco:
companies to pay $368.5 billion to the states to cover the Medicaid
costs of caring for .individuals with smoking-related illnesses. If
approved by Congreéss, the plan also would place new limits on the sale
and marketing of tobacco products in an effort to reduce teen smoking.

Lawmakers from tobacco-producing states have complained that the
plight of growers was not considered in the settlement. They believe
that Congress should take steps to soften the economic blow the changes
would have on tobacco farmers, factory workers and their families.

Ford's legislation would establish the Tobacco Community
Revitalization Trust Fund funded with $28.5 billion from the
settlement, to pay for quota compensatlon, education loans and



development assistance. -

Because the settlement could cause tobacco consumption to drop’
dramatically, Ford said, the bill would reimburse tobacco—quota holders
for their revenue losses.

) Quota holders would receive $4 per pound, per year for every pound
their output drops below the base quota.

The fund would pay all administrative costs at the Agriculture
Department to administer the program. Ford said the prOVision would "put
an end to the false claims that tobacco growers receive subsidies from
-the federal government."

‘Under the measure,: ‘tobacco - farmers and their dependents would be :
eligible for higher education grants of up to $1,700 per year to be used

" toward the cost of a university, vocational or community-college
education. Funding ‘for ‘up to 25,000 grants would be authorized.

"We need to do everything we can to preserve a farm family's ability
to prOVide their children with access to higher education
opportunities,” Ford said.

The measure also would include $500 million to ray for benefits and
job training for displaced tobacco-manufacturing workers.

To try to diversify the economies of tobacco communities, the bill
would authorize $8.3 billion over 25 years in economic development block
grants to be used for rural business projects, farm loans and
infrastructure improvements. - '

A related bill (S1313) was introduced.

-CQ BILLWATCH INSIGHT.,' : T :
No action has been scheduled on Sl310, which was. referred to the Senate

1

Agriculture, Nutrition and Forestry COmmittee.
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: Introduced in Senate

To provide market transition asslstance for tobacco producers,'
tobacco industry workers, and their communities.
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Item Key: 6814

105TH CONGRESS
1ST SESSION

S. 1310

To provide market transition assisténce for tobacco producers,
‘tobacco industry workers, and their communities;

IN THE SENATE'OF THE UNITED STATES
October 23, 1997
Mr. FORD (for himself, Mr. HELMS, Mr. FAIRCLOTH, Mr. MCCONNELL, Mr.
CLELAND, Mr. HOLLINGS, and Mr. THURMOND) introduced the following

bill; whlch was read twice and referred to the Committee on
Agrlculture, Nutrltlon, and Forestry -

A BILL

To provide market transition assistance for tobacco producers,
tobacco industry workers, -and their communities.



\"

. //Be it enacted by the Senate and House of-RepreBentatives of
the United States of America in Congress assembled,\\ -

I ISECTION 1. SHORT TITLE; TABLE OF CONTENTS.!!

(a) SHORT TITLE.--This Act may be cited as the "Long-Term
Economic Assistance for'Farmers Act" or the "LEAF Act".

(b) TABLE OF. CONTENTS.--The table of contents of this Act lS as
‘follows:

. Sec. 1. Short title; table of contents. .
.Sec. 2. Definitions.

TITLE- I—-TOBACCO COMMUNITY REVITALIZATION "TRUST FUND

Sec. 101. Establishment of Trust Fund.
Sec. 102. Contributions by tobacco product manufacturers and
'lmporters.

TITLE II-—AGRICULTURAL MARKET TRANSITION ASSISTANCE.

Sec. 201.-Payments for - lost tobacco quota. : :

Sec. 202. Industry payments for all Department costs associated
. , with tobacco production. )

Sec. 203. Tobacco communlty economic development grants.

Sec. 204. Modlflcations in Federal tobacco programs. '

TITLE III—-FARMER AND'WORKER TRANSITION ASSISTANCE

Sec. 301. Tobacco worker transition program
Sec. 302. Farmer opportunlty grants.

TITLE IV——IMMUNITY
sec. 401. General immunity for_tobacco producers'and warehousers.
{1SEC. 2. DEFINITIONS.!!

In thls Act: .
(1) ACTIVE TOBACCO PRODUCER.—-The term "active tobacco
producer" means a quota holder, quota lessee, or quota tenant.
{2) QUOTA HOLDER.-—The term "quota holder" means a producer
that owns a farm for which a tobacco farm marketing quota or
farm acreage allotment was established under the Agricultural
Adjustment Act of 1938 (7 U.s.cC. 1281 et ‘seq. ) for any. of the
1994, 1995, or 1996 crop years.
. (3) QUOTA LESSEE.--The term "quota lessee" means——

(A) a producer that owns a farm that produced tobacco
pursuant to a lease and transfer to that farm of all or part
of a tobacco farm marketing quota or farm: acreage allotment
established under the Agricultural Adjustment Act of 1938 (7
U.s.c. 1281 et seqg.) for any of the 1994, 1995, or 1996 crop
years; or -

(B) a producer that rented land from a farm operator to



produce tobacco under a tobacco farm marketing guota or farm.

acreage allotment established under the Agricultural

Adjustment Act of 1938 (7 U. S.C. 1281 et seq.) for any of

the 1994, 1995, or 1996 crop years.

-(4) QUOTA TENANT.--The term "quota tenant“ ‘means a producer
who--

(A) is the principal producer, as determined by the
.Secretary, of tobacco on a farm where -tobacco is produced
pursuant to a tobacco farm marketing quota or farm acreage
‘allotment established under the Agricultural Adjustment Act.
of 1938 (7 U.S.C. 1281 et eeq ) for any of the 1994, 1995,
or 1996 crop years; and

(B) is not a quota holder or quota lessee."

(5) SECRETARY.-~-The term. "Secretary" means--

(A) in titles I and II, the Secretary of Agrlculture,
and

(B) in section 301, the Secretary of Labor.

(6) TOBACCO PRODUCT IMPORTER.--The term "tobacco product
importer" has the meaning given the term “lmporter" in sectlon
5702 of .the Internal Revenue Code of 1986.

(7) TOBACCO PRODUCT MANUFACTURER.——:

(A) IN GENERAL.--The.term "tobacco product
manufacturer” has the meaning given the term "manufacturer:
of tobacco producte" in sectlon 5702 of the Internal Revenue
Code of 1986. .

- (B) EXCLUSION.--The term-"tobacco product manufacturer"
does not anlude a person that manufactures c1gars or plpe
tobacco. :

(8) TRUST FUND.--The term "Trust Fund" means the Tobacco
COmmunity Revitalization Trust. Fund established under sectlon
101.

{ITITLE I—-TOBACCO COMMUNITY REVITALIZATION TRUST 'FUND!!

/

I'ISEC. 101. ESTABLISHMENT ‘OF TRUST FUND 1t

(a) IN GENERAL -—There is establlshed in the Treasury of the

United States a trust fund to be known as the "Tobacco Community
Revitalization Trust Fund", consisting of such amounts' as may be

appropriated or - credited to the Trust Fund. The Trust Fund shall be

administered by the Secretary.

(b) TRANSFERS ‘TO TRUST FUND.--There are approprlated and
transferred to the Trust Fund for each fiscal year--
(1) amounts contributed by tobacco product manufacturers’
and tobacco product importers under section 102; and
(2) amounts made available to the Trust Fund out of funds
allocated through national tobacco settlement legislation.

(c) REPAYABLE ADVANCES.——

(1) AUTHORIZATION.--There are authorlzed to be appropriated
to the Trust Fund, as repayable advances, such sums as may from

time to time be necessary to make expenditures under subsection
(d). o : s
(2) REPAYMENT WITH INTEREST.--Repayable advances made to



the Trust Fund shall be repaid,  and interest on the advances
shall be paid, to the general fund of the Treasury when the
Secretary of the Treasury determines that moneys are available
in the Trust Fund to make the payments. _
(3) RATE OF .INTEREST.--Interest on an advance made under

. this subsection shall be at a rate determined by the Secretary
of Treasury (as of" the close of the calendar month preceding the:
month in which the advance is made) that.is equal to the current
average market yield on outstanding marketable obligations of
the United States with remaining period to maturity comparable
to the anticipated period during which the advance will be
outstanding. .

) (d) EXPENDITURES FROM TRUST FUND.--=Amounts in the Trust Fund
shall be available for making expenditures after October 1, 1998, to
meet those necessary obligations of the Federal Government that are
authorized to ‘be paid under--~

(1) section 201 for payments for 'lost tobacco quota for
each of fiscal years 1999 through 2023, but not to exceed
$1,600,000,000 for -any fiscal year except to the extent the
payments are made in accordance.with section 201(j);.

(2) section 202 for industry payments for all costs of the
‘Department of Agriculture: assoc;ated with the production of
tobacco; -

(3) section 203 for tobacco communlty economlc development -
grants, but not to exceed--

(A) $400,000,000 for each of flscal years 1999 through

2008, less any amount required to be paid under section 202

for the flacal year; and-

(B) $450,000,000 for each of fiscal year 2009 through

2023, less any amount required to be paid under sectlon 202

during the fiscal year;

(4) section 301 for assistance provxded under the tobacco
worker transition program, but not to exceed §$50,000,000 for any
fiscal year; and

(5) subpart 9 of part A of title IV of the Higher Educatlon
Act of 1965 for farmer opportunity grants, but not to exceed--
: (A) $42,500,000 for each of the academic years

1999092000 through 2003092004; |

(B) $50,000,000 for each of the academic years

2004092005 through 2008092009; . R . ’

(C) $57,500,000 for each of the academic years

2009092010 through 2013092014; : '

' (D) $65,000,000 for each of the academic years

2014092015 through 2018092019; and . . o

g (E) $72,500,000 for each of the academic years

2019092020 through.2023092024.- :

(e) BUDGETARY TREATMENT.--This section constitutes budget
authority in advance of appropriations Acts and represents the
obligation of the Federal Government to provide payments to States
and ellgxble persons in accordance with thlB Act.

llSEC. 102. ' CONTRIBUTIONS BY TOBACCO PRODUCT MANUFACTURERS AND
’ IMPORTERS. ! !



(a) DEFINITION OF MARKET SHARE.--In thls section, the term
"market share"” means the ratio of--

(1) the tax liability of a tobacco product manufacturer or
tobacco product importer (as defined in section 2) for a
calendar year under sectlon 5703 of the Internal Revenue Code of
1986; -

(2) the tax liability of all tobacco product manufacturers .
or tobacco product importers (as defined in section 2) for the.
calendar year under section 5703 of the Internal Revenue Code of
1986. : :

(b) DETERMINATIONS.--Not later than September 30 of each fiscal
year, the Secretary of the Treasury shall-- :
(1) determine--
(A) the market share of each tobacco product
manufacturer or tobacco product lmporter during the most
" recent calendar year;
_ (B) the total amount of assessments payable  for the_
. subsequent fiscal year under subsection (c); and
(C) the amount of an assessment payable by the tobacco
product manufacturer or tobacco product importer for the
fiscal year under subsection (d); and
(2) notify each tobacco ‘product manufacturer and tobacco
product importer of the determinations made under paragraph (1)
w1th respect to the manufacturer or importer.

(c) TOTAL AMOUNT OF ASSESSMENTS.--

(1) ' IN GENERAL.--The total amount of assessments payable by
all tobacco product manufacturers and tobacco product importers
into the Trust Fund for a fiscal year shall be equal to--

(A) the amount of the contribution to the Trust Fund
for the fiscdl year required under paragraph (2); less
" (B) any amount made available during the preceding ,
- fiscal .year to the Trust Fund out of funds allocated through
. national tobacco settlement legislation.

(2) TRUST FUND CONTRIBUTIONS.--The amount of the
contribution to the Trust Fund shall be-- .

(A) $2,100,000,000 for each of fiscal years 1999

through 2008; .

(B) .§500, OOO 000 for -each of fiscal years 2009 through
- 2023; and

(C) for fiscal year 2024 and each subsequent fiscal
. year, the amount payable under section 202. -

(d) INDIVIDUAL AMOUNT OF ASSESSMENTS.--The amount of an
assessment payable by each tobacco product manufacturer and tobacco
product importer into the Trust Fund for a fiscal year shall be
equal to the product obtained by multiplying-- :

(1) the total amount of assessments payable by all tobacco
product manufacturers and tobacco product meorters for the
fiscal year under subsection (c); by

(2) the market share of the tobacco product manufacturer or
tobacco product importer during the most recent calendar year
determined under subsection (b)(l)(A)



1ITITLE II--AGRICULTURAL MARKET'TRAﬁSITION-ASSISTANCE!!
11SEC. 201. PAYMENTS FOR LOST TOBACCO QUOTA 1

(a) IN GENERAL.--Beginning with the 1999 marketing year, the
.Secretary shall make payments for lost tobacco quota to eligible
quota holders, quota lessees, and quota tenants as reimbursement for
lost tobacco quota as. a result of a decrease in demand for
domestically produced tobacco.

(b) ELIGIBILITY.--To be eligiblefto receive payments under this
section, a quota holder, quota lessee, or quota tenant shall--
(1) prepare and submit to the Secretary an application at
such time, in such manner, and containing such information as
" . the Secretary may require, including information sufficient to
make the demonstration required under paragraph (2); and’ ,
' (2) demonstrate to the satisfaction of the Secretary that,
'w1th respect to the 1996 marketing year--
(A) the producer was a quota holder and reallzed income
from the production of tobacco through--
: (i) ‘the active production of tobacco;

(ii) the lease and transfer of tobacco quota to
another farm;

(iii) the rental of all or part of the farm of the
quota holder, ‘including the right to produce tobacco, to
another tobacco producer; or ' '

. (iv) the hiring of a quota tenant to produce
tobacco;
(B) the producer was a’ quota lessee; or
(C) the producer was a quota tenant.

(c) BASE QUOTA LEVEL.--

(1) IN GENERAL.--The Secretary shall determlne, ‘for each
quota holder, quota lessee, and ‘quota tenant, the base quota
level for the 1994 through 1996 marketing years.

. -(2) QUOTA HOLDERS.--The base quota level for a quota holder
shall be equal to the average tobacco farm marketing quota
‘established for. the farm owned by the quota holder for the 1994
-through 1996 marketlng years. -

(3) QUOTA LESSEES.--The base quota level for a quota lessee
shall be equal to-- '

(A) S0 percent of the average number of pounds of
tobacco quota. established for a farm for the 1994 through
1996 marketing years-—-

: . (i) that was leased and transferred to a farm owned
by the quota lessee; or
(ii) for which the rights to produce the tobacco
were rented to the quota lessee; less,

(B) 25 percent of the average number of pounds of
tobacco quota.described in paragraph (A) for which:'a quota
tenant was the principal producer of the tobacco quota.

(4) QUOTA TENANTS.--The base quota level for a quota tenant
shall be equal to the sum of-= : :

{(A) SO percent of the average ‘number of pounds of



'tobacco quota established for a farm for the 1994 through
1996 marketing years-- :
(i) that was owned by a quota holder; and :
(11) for which the quota tenant was the principal
producer of the tobacco on the farm; and
(B) 25 percent of the average number of pounds of.
tobacco quota for the 1994 through 1996 marketing years-—-
(1) (I) that was leased and transferred to a farm
" owned by the quota lessee; or
(IT) for which the rights to produce the .tobacco
were rented to the quota lessee; and
(ii) for which the quota tenant was the principal
producer of the tobacco on the farm. .
(5) MARKETING QUOTAS OTHER THAN POUNDAGE QUOTAS.--For each
kind of tobacco for which there is-a marketing quota or
allotment (on an acreage basis), the base quota level for each
, quota holder, quota lessee, or quota tenant shall be determined
" in accordance with this subsection (based on a poundage
conversion) in an amount equal to the product obtalned by
multiplying--
(A) the average tobacco ‘farm marketlng quota or
.allotment for the 1994 through 1996 marketing years; by
(B) the average county yield per acre for the county in
which the. farm is l6cated for the kind of tobacco for the
marketlng years. -

(d) PAYMENTS.--Except as otherwise provxded in this section,
during any marketing year in which the national marketing quota for °
a kind of tobacco is less than the average national marketlng quota
level for the kind of tobacco’for the 1994 through 1996 marketing
years, the Secretary shall make payments for lost tobacco quota to
each quota holder,: quota lessee, and quota.tenant that is eligible
- under subsection (b).in an amount that is equal to the product

obtained by multiplying-- :

' . (1) the percentage by which the national marketing quota
for the kind of tobacco is. less than the average national
.marketing quota level for the kind of tobacco for the 1994
through 1996 marketing years; by

" (2) the base quota level for the quota holder, quota lessee,

or quota tenant; by .

(3) $4 per pound.

' (e) LIFETIME LIMITATION ON PAYMENTS.--Except as otherwxse
provided in- this section, the total amount of payments made under:
this section to a quota holder, quota lessee, or quota tenant during
the lifetime of the holder, lessee, or tenant shall not exceed the
product obtained by multiplying-- '

(1) the base quota level for the quota holder, quota lessee,
or quota tenant; by '
(2) s$8. per pound.

(f) LIMITATIONS ON AGGREGATE" ANNUAL PAYMENTS. -

" (1) IN GENERAL.--Except as otherwise provided in thls
subsection, the total amount payable under this section for any
marketing year shall not exceed $1,600,000, 000.



(2) ACCELERATED PAYMENTS.-<Paragraph (1) shall not apply if
accelerated payments for lost tobacco quota are made in
accordance with subsection (j).

" (3) REDUCTIONS.--If the amount determined under subsection
(d) for a marketing year exceeds the amount described in
paragraph (1), the Secretary shall make a pro rata reduction in
the amounts payable to quota holders, quota lessees, and quota
tenants under this section to ensure that the total amount of
the payments for lost tobacco quota does'not'exceed the
limitation established under paragraph (1).

(4) ROLLOVER OF PAYMENTS FOR LOST TOBACCO QUOTA.--SubJect
to paragraph (1), if the Secretary makes a reduction in
accordance with paragraph (3), the amount of the reduction shall
be applied to the next marketing year and added to the payments
for lost tobacco for the marketing year.

(g) SUBSEQUENT SALE AND TRANSFER OF QUOTA.--Effective beginning
January 1, 1999, on the sale and transfer of a farm marketing quota
under section 316(g).or 319(g) of the Agricultural Adjustment Act of
1938 (7 U.S.C. 1314b(g), 131l4e(g))--

(1) the person who sold and transferred the quota shall
have--

" (A) the base quota level attrlbutable to the person
reduced by the base quota level attributable to the quota

" that is sold and transferred; and -

(B) the lifetime limitation on payments established
under subsection (e) attributable to the person reduced by
the product obtained by multiplying-- :

' (i) the base quota level attributable to the quota;
by :
(ii) S8 per. pound' and
(2) the person who acquired the quota shall have--
(A) the base quota level attributable to the person
increased by the base quota level attributable to the Quota
. that was sold and transferred; and
(B) the lifetime limitation on payments established
under subséction (e) attributable to the person--
(i) increased by the product obtalned by
multiplying--
(I) the base quota level attributable to the
quota, by
(II) $8 per pound, but
(ii) decreased by any payments for lost tobacco
quota previously made that are attrlbutable to the quota
that was sold and transferred

(h) SALE OR TRANSFER OF FARM.v—On_the sale or transfer of
ownership of a farm that is owned by a quota holder, the base quota
level established under subsection (c), the right to payments under
_subsection (d), and the lifetime limitation on payments established
under subsection (e) shall transfer to the new owner of the farm to
“the same extent and in the same manner as those subsections applied
to the previous quota holder. )

(i) DEATH OF QUOTA LESSEE OR QUOTA TENANT.--If a quota lessee



or quota tenant who is entitled to payments under this section dies
-and is survived by a spouse or 1 or more dependents, the right to

receive the payments shall transfer to the surviving spouse or, if
there is no surviving spouse, to the surviving dependents in equal

- shares. . -

(}J) ACCELERATION OF PAYMENTS.-~ -

(1) IN GENERAL.--On the occurrence of any of the events
described in paragraph (2), the Secretary shall make an
accelerated lump sum payment for lost tobacco quota to each

. quota holder, quota lessee, and quota tenant for any affected
kind of tobacco in accordance with paragraph (3). :

(2) TRIGGERING EVENTS.--The Secretary shall make
accelerated payments under paragraph (1) if after the date of
enactment of this Act-- : : . _

(A) for 3 consecutive marketing years, the national
marketing quota for a kind of tobacco is less than 50
percent of the national marketing quota for the kind of
tobacco for the 1996 marketing year; or ' ' \

(B) Congress repeals or makes ineffective, directly o
indirectly, .any provision of-- : -

(i) section 316(g) of the Agricultural Adjustment

Act of 1938 (7 U.S.C. 1314b(g)); -

(ii) section 319(g) of the Agricultural Adjustment

Act of 1938 (7 U.S.C. 1314e(g)); o .

(iii) section 106 of the Agricultural Act of 1949

(7 U.S.C. 1445); , ’ -

(iv) section 106A of the Agricultural Act of 1949

(7 U.S.C. 1445091); or o .

(v) section 106B of the Agricultural Act of 1949 (7

U.S.C. 1445092). - : o
(3) AMOUNT.--The amount of the accelerated payments made to

each quota holder, quota lessee, and quota tenant under this
subsection shall be equal to-- ‘ '

(A) the amount of the lifetime limitation established
for the quota holder, quota lessee, or quota tenant under
subsection (e); .less ' o

(B) any payments for lost tobacco quota received by the
quota holder, quota lessee, or - quota tenant before the -
occurrence of any of the events described in paragraph (2).

{1SEC. 202. INDUSTR¥ PAYMENTS FOR ALL DEPARTMENT COSTS ASSOCIATED
WITH TOBACCO PRODUCTION. 1!

(a) IN GENEﬁAL.—-The'Secretary shall use such amounts as are
necessary from the Trust Fund at the end of each fiscal year to
reimburse. the Secretary for-- = . e

(1) costs associated with theé administration of programs
established under this Act and amendments made by this Act;

(2) costs associated with the administration of the tobacco
quota and price support programs administered by the Secretary;

(3) costs to the Federal Government of carrying out crop
insurance programs for tobacco; _ ‘

(4) costs associated with :all agricultural research,

. extension, or education activities associated with tobacco;



(5) costs associated with the administration of loan.
association and cooperative programs .for tobacco producers, as - -
approved by the Secretary; and - : , o '

(6) any other costs incurred by the Department of

* Agriculture associated with the production of tobacco.

(b) LIMITATIONS.--Amounts made available under subsection (a)
may not be used-- ) ) .

(1) to provide direct benefits to quota holders, quota
lessees, or quota tenants; or R :

(2) in a manner that results in a decrease, or an increase
relative to other crops, in the amount of the crop insurance
premiums assessed to active tobacco producers under the Federal
/ Crop Insurance Act (7 U.S.C. .1501 et seq.).

. (c) DETERMINATIONS.-~Not later than September 30, /1998, and
each fiscal year thereafter, the Secretary shall determine--
(1) the amount of costs described in subsection (a); and
'(2) the amount that will be provided under this section as
reimbursement for the costs. . S :

11SEC. 203. TOBACCO COMMUNITY ECONOMIC: DEVELOPMENT GRANTS. ! |

(a) AUTHORITY.--The Secretary shall make grants ‘to tobacco-
growing States in accordance with thisg section to enable the States
to carry out economic development initiatives. in tobacco-growing
communities. : : ' ' .

(b) APPLICATION.--To be eligible to receive payments under this
section, a State shall prepare and submit to the Secretary an
application at such.time, in. such manner, and containing such
information as the Secretary may require, . including-- : .

" (1) a description of the activities that the State will
carry out using amounts received under the grant; :
(2) a designation of an appropriate State agency to

administer amounts received under the'grant; and
(3) a description of the steps to be taken to ensure that
the funds are distributed in accordance with subsection (e).

(c) AMOUNT OF GRANT.-- . : .

" . (1) IN GENERAL.--From the amounts available to carry out
this section for a fiscal year, the Secretary shall allot to
.each State ‘an amount that bears the same ratio to the amounts

‘-available as the total income of the State derived from the’
production of tobacco during the 1994 through 1996 marketing
years (as determined under paragraph (2)) bears to the total
income of all States derived from the production of tobacco
during the 1994 through 1996 marketing years. ' -

-{2) TOBACCO.INCOME.--For the 1994 through 1996 marketing

years, the Secretary shall determine the amount of income .
derived from the production of tobacco in each State and in all
States. ' ’ : . '

. (d) PAYMENTS.-- _ . _ '
: (1) IN GENERAL.--A State that has an application approved



by the Secretary under subsection (b) shall be entitled to a
payment under this section in an amount that is equal to its
allotment under subsection (c). ' ,

_ .(2) FORM OF PAYMENTS.--The Secretary may make payments

under this sgection to a State in installments, and in advance or.
by way of- reimbursement, with necessary adjustments on account

of overpayments or. underpayments, ‘as the Secretary may :
determine. ' : o ' :

(3) REALLOTMENTS.-~-Any portion of the allotment of a State
under subsection (c) that the Secretary determines will not be
used to carry out this section in accordance with an approved
State application required under subsection (b), shall be
reallotted by the Secretary to other States in proportion-to the
original allotments.to the other States. N :

-(e) USE AND DISTRIBUTION OF FUNDS.--

(1) IN GENERAL.--Amounts received by a State under this
section -shall be used to carry out economic development
activities, including-- o ' '

-(A) rural business enterprise activities described in
subsections (c) and (e) of section 310B of the Consolidated
Farm and Rural Development Act (7 U.S.C. 1932);

(B) down payment loan.assistance programs that are
similar to the program described in section 310E of the .
.Consolidated Farm and Rural Development Act (7 U.S.C. 1935);

(C)- activities designed to help create productive farm
or off-farm employment in rural areas to provide a more _
viable economic base and enhance opportunities for improved
incomes, living standards, and contributions by rural
individuals to the economi¢ and social development of
tobacco communities; ‘ : - ) :

(D) activities that expand existing infrastructure,
“facilities, and services to capitalize on opportunities to
'diversify economies in tobacco communities and that support
the development of new industries or commercial ventures;

(E) activities by agricultural organizations that
provide assistance directly to active tobacco producers to

"~ assist in developing other agricultural activities that
supplement tobacco-producing activities; '

; "(F) initiatives designed to create or expand ‘locally

owned .value-added processing and marketing operations in

tobacco communities; and ' ' o

(G). technical assistance activities by persons to ]

. support farmer-owned enterprises, or agriculture-based rural
development enterprises, of the type described in section
- 252 or 253 of the Trade Act of 1974 (19 U.S.C. 2342,.2343).

(2) TOBACCO-GROWING COUNTIES.--Assistance may be provided
by a State under this section only to assist a county in the
State that has been determined by the Secretary to have in
excess of $100,000 in income derived from the production of
tobacco during 1 or more of the 1994 through 1996 marketing-

. years. . i i : ) .
' (3) DISTRIBUTION.-- . _ o

(A) ECONOMIC DEVELOPMENT ACTIVITIES.--Not less than 20
percent of the amounts received by a State under this



