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AN ACT relating to proceeds from the Tobacco Master Settlement Agreement, making an appropriation therefor, and declaring an emergency.

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

Section 1.   KRS 248.654 is amended to read as follows:

(1)
There is established in the State Treasury a permanent and perpetual fund to be known as the "Tobacco Settlement Agreement Fund" to which shall be credited any funds designated to the Commonwealth from the master settlement agreement signed on November 22, 1998, between the participating tobacco manufacturers and the forty (40) settling states or related federal legislation. All investment income earned from moneys deposited in the fund prior to and after April 26, 2000, shall accrue to the fund. Any funds designated to the Commonwealth from the settlement agreement or related federal legislation and all investment income accruing to the fund shall not be expended until appropriated by the General Assembly. The General Assembly's highest priority for distributing any funds from this account shall be for tobacco farmers and tobacco-impacted communities and health-related areas. Moneys in the fund, including all investment income accruing to the fund, shall be distributed within twenty (20) days of April 26, 2000, and within twenty (20) days of receipt of any moneys deposited to the fund after April 26, 2000.

(2)
Ten percent (10%) of the April 2001 payment and all payments received thereafter to the tobacco settlement agreement fund shall be deposited to the master settlement agreement trust fund created in Section 2 of this Act.
(3)
The remainder of the funds from the tobacco settlement agreement fund shall be distributed as follows:

(a)[(1)]
Fifty percent (50%) to the rural development fund created in KRS 248.655;

(b)[(2)]
Twenty-five percent (25%) to the early childhood development fund created in KRS 200.151; and

(c)[(3)]
Twenty-five percent (25%) to the Kentucky health care improvement fund created in KRS 194A.055.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 248 IS CREATED TO READ AS FOLLOWS:

There is established in the State Treasury a fund to be known as the "Master Settlement Agreement Trust Fund." This fund shall exist for the purpose of receipt of moneys from the tobacco settlement agreement fund. The fund may receive gifts, grants, and federal funds and shall not be disbursed before July 1, 2002, and then only when appropriated by the General Assembly.
Section 3.   KRS 248.655 is amended to read as follows:

There is established in the State Treasury a fund to be known as the "Rural Development Fund." This fund shall exist for the purpose of receipt and expenditure of moneys to improve and promote agricultural development for residents of the Commonwealth. The fund may receive state appropriations, gifts, grants, and federal funds and shall be disbursed by the State Treasurer upon the warrant of the chair of the rural development board. Moneys[Before and after July 1, 2000, fifty percent (50%) of the proceeds in the tobacco settlement agreement fund] shall be deposited in this fund as provided under subsection (3) of Section 1 of this Act[KRS 248.654]. All investment income earned from moneys deposited in the fund shall accrue to the fund. The moneys in the fund shall not lapse at the close of any fiscal year but shall be carried forward in the next fiscal year for the purpose of the fund. The board shall develop and oversee the implementation of a strategic plan. The strategic plan shall identify both short-term and long-term goals and the appropriate oversights to measure progress toward achievement of those goals, and it shall be updated every two (2) years. The board shall submit an annual report to the Governor and the Legislative Research Commission by September 1 of each year for the preceding fiscal year, outlining its activities and expenditures. The Auditor of Public Accounts, on an annual basis, shall conduct a thorough review of all expenditures from the fund and, if necessary in the opinion of the Auditor, an audit of the operations of the fund. No money in the fund shall be allocated until the board has adopted a strategic plan.

Section 4.   KRS 200.151 is amended to read as follows:

There is established in the State Treasury a fund to be known as the "Early Childhood Development Fund." This fund shall exist for the purpose of receipt and expenditure of moneys to improve and promote early childhood development for children of the Commonwealth. The fund may receive state appropriations, gifts, grants, and federal funds and shall be disbursed by the State Treasurer upon the warrant of the chair of the early childhood development board. Moneys[Beginning July 1, 2000, twenty-five percent (25%) of the proceeds from the tobacco settlement agreement fund] shall be deposited in this fund as provided under subsection (3) of Section 1 of this Act[KRS 248.654]. All investment income earned from moneys deposited in the fund shall accrue to the fund. The moneys in the fund shall not lapse at the close of any fiscal year but shall be carried forward in the next fiscal year for the purpose of the fund. The board shall develop and oversee the implementation of a strategic plan. The strategic plan shall identify both short-term and long-term goals and the appropriate oversights to measure progress toward achievement of those goals, and it shall be updated every two (2) years. The board shall submit an annual report to the Governor and the Legislative Research Commission by September 1 of each year for the preceding fiscal year, outlining its activities and expenditures. The Auditor of Public Accounts, on an annual basis, shall conduct a thorough review of all expenditures from the fund and, if necessary in the opinion of the Auditor, an audit of the operations of the fund. No money in the fund shall be allocated until the board has adopted a strategic plan.

Section 5.   KRS 194A.055 is amended to read as follows:

There is established in the State Treasury a fund to be known as the "Kentucky Health Care Improvement Fund." This fund shall exist for the purpose of receipt and expenditure of moneys to improve health care and access to health insurance for residents of the Commonwealth. The fund may receive state appropriations, gifts, grants, and federal funds and shall be disbursed by the State Treasury upon the warrant of the secretary of the Cabinet for Health Services. Moneys[Beginning July 1, 2000, twenty-five percent (25%) of the proceeds from the tobacco settlement agreement fund] shall be deposited in this fund as provided under subsection (3) of Section 1 of this Act[KRS 248.654]. All investment income earned from moneys deposited in the fund shall accrue to the fund. The moneys in the fund shall not lapse at the close of any fiscal year but shall be carried forward in the next fiscal year for the purpose of the fund. The board shall develop and oversee the implementation of a strategic plan. The strategic plan shall identify both short-term and long-term goals and the appropriate oversights to measure progress toward achievement of those goals, and it shall be updated every two (2) years. The board shall submit an annual report to the Governor and the Legislative Research Commission by September 1 of each year for the preceding fiscal year, outlining its activities and expenditures. The Auditor of Public Accounts, on an annual basis, shall conduct a thorough review of all expenditures from the fund and, if necessary in the opinion of the Auditor, an audit of the operations of the fund. No money in the fund shall be allocated until the board has adopted a strategic plan.

Section 6.   The Secretary of the Finance and Administration Cabinet shall reallocate the appropriation of moneys provided in the 2000-2002 State/Executive Branch Budget, 2000 Kentucky Acts Chapter 549, PART XI, PHASE I TOBACCO SETTLEMENT FUNDING PROGRAM, pages 3478 to 3481, which is amended to read as follows:

PART XI

PHASE I TOBACCO SETTLEMENT FUNDING PROGRAM


This Part of the Act prescribes fiscal policy provisions which implement the national settlement agreement between the tobacco industry and the collective states as anticipated by the 1998 Regular Session of the General Assembly in House Bill 321, Part III, item 29. In furtherance of that agreement, the General Assembly recognizes that the Commonwealth of Kentucky is a party to the Phase I Master Settlement Agreement (MSA) between the Participating Tobacco Manufacturers and 46 Settling States which provides reimbursement to states for smoking related expenditures made over time.


1.  The Commonwealth’s share of the MSA is equal to 1.7611586% of the total settlement amount. Payments under the MSA are to be made to the states in January and April of each year. The Commonwealth has already received the first such payment from which no funds have been expended pursuant to the policy set forth by the 1998 General Assembly.


2.  The total settlement amount to be distributed each payment date is subject to change pursuant to several variables provided in the MSA, including inflation adjustments, volume adjustments, and previously settled states adjustments.


3.  The General Assembly has determined that it shall be the policy of the Commonwealth that all Phase I Tobacco Settlement funds shall be deposited to the credit of the General Fund and shall maintain a distinct identity as Phase I Tobacco Settlement funds that shall not lapse to the credit of the General Fund surplus, but shall continue forward from each fiscal year to the next fiscal year to the extent that any balance is unexpended.


4.  Based on the current estimates as reviewed by the Consensus Revenue Forecasting Group, the amount of MSA payments expected to be received in fiscal year 1999-2000 is $137,800,000. It is recognized that payments to be received by the Commonwealth are estimated and are subject to change. Any appropriations made from the estimated receipts are subject to adjustments based on actual receipts as received and certified by the Secretary of the Finance and Administration Cabinet.


5.  The estimated $137,800,000 receipts in fiscal year 1999-2000 are appropriated for the following major purposes:


a.  General Fund Surplus Plan Endowment Program:  Fifty percent (50%) of the MSA payments received in fiscal year 1999-2000, which is estimated to be $68,900,000, is appropriated and credited in fiscal year 1999-2000 to the General Fund Surplus Account.



(1)  Eighty-three and thirty-three hundredths percent (83.33%) of this amount is dedicated for appropriation to the Endowment Program of the Research Challenge Trust Fund of the Council on Postsecondary Education as specified in Part X of this Act.



(2)  Sixteen and sixty-seven hundredths percent (16.67%) of this amount is dedicated for appropriation to the Endowment Program of the Regional University Excellence Trust Fund of the Council on Postsecondary Education as specified in Part X of this Act.


b.  Agricultural Development Initiatives Reserve:  Fifty percent (50%) of the MSA payments received in fiscal year 1999-2000, which is estimated to be $68,900,000, is continued and appropriated in fiscal year 2000-2001 to the Agricultural Development Initiatives Reserve to ensure that recipients of payments from the National Tobacco Grower Settlement Trust (Phase II Settlement) in calendar years 2000 and 2001 are compensated at a level not less than the compensation received from the Phase II Settlement in calendar year 1999. 


6.  After the deposit to the Master Settlement Agreement trust fund created in Section 2 of this Act, the estimated MSA Phase I Tobacco Settlement Funding Program receipts amounting to $94,300,300[$101,100,000] in fiscal year 2000-2001 and $109,400,000[$121,600,000] in fiscal year 2001-2002 are appropriated for the following major purposes:


a.  Childhood Development Initiatives:  Twenty-five percent (25%) of the MSA payments received in fiscal year 2000-2001, estimated to be $23,575,000[$25,275,000], and in fiscal year 2001-2002, estimated to be $27,350,000[$30,400,000], is appropriated for Childhood Development Initiatives as specified below. 


b.  Health Care Initiatives:  Twenty-five percent (25%) of the MSA payments received in fiscal year 2000-2001, estimated to be $23,575,000[$25,275,000], and in fiscal year 2001-2002, estimated to be $27,350,000[$30,400,000], is appropriated for Health Care Initiatives as specified below.


c.  Agricultural Development Initiatives:  Fifty Percent (50%) of the MSA payments received in fiscal year 2000-2001, estimated to be $47,150,000[$50,550,000], and in fiscal year 2001-2002, estimated to be $54,700,000[$60,800,000], is appropriated for Agricultural Development Initiatives as specified below.

A.
AGRICULTURAL DEVELOPMENT INITIATIVES APPROPRIATIONS

GENERAL FUND - PHASE I TOBACCO SETTLEMENT FUNDS

1.
GOVERNMENT OPERATIONS

Budget Unit
Office of the Governor

2000-01
2001-02


a.
Phase I Tobacco Settlement Funds -




Agricultural Development Initiatives

106,064,000
39,800,000
[


Agricultural Development Initiatives

109,192,000
44,253,000]

2.
FINANCE AND ADMINISTRATION

Budget Unit:
Debt Service

2000-01
2001-02


a.
Kentucky Infrastructure Authority-




Water Resources Development




Bond Program Debt Service


5,031,000


b.
Rural Development Bond Fund




Debt Service

1,258,000
2,516,000

3.
NATURAL RESOURCES AND ENVIRONMENTAL PROTECTION

Budget Unit:
Department for Natural Resources

2000-01
2001-02


a.
Division of Conservation - Environmental




Stewardship Program

8,728,000
7,353,000
[


Stewardship Program

9,000,000
9,000,000]

TOTAL AGRICULTURAL INITIATIVES

116,050,000
54,700,000
[TOTAL AGRICULTURAL INITIATIVES

119,450,000
60,800,000]

B.
EARLY CHILDHOOD INITIATIVES APPROPRIATIONS

GENERAL FUND - PHASE I TOBACCO SETTLEMENT FUNDS

1.
GOVERNMENT OPERATIONS

Budget Unit
Office of the Governor

2000-01
2001-02


a.
Office of Early Childhood Development

2,389,100
2,852,700
[
a.
Office of Early Childhood Development

2,559,100
3,157,700]

2.
CABINET FOR FAMILIES AND CHILDREN

Budget Unit
Community Based Services

2000-01
2001-02


a.
Early Childhood Development Program
7,087,800
8,167,800

[
a.
Early Childhood Development Program

7,597,800
9,082,800]

3.
CABINET FOR HEALTH SERVICES

Budget Unit
Public Health

2000-01
2001-02


a.
Adult and Child Health - HANDS Program
5,212,700
8,546,300

[
a.
Adult and Child Health - HANDS Program
5,586,700
9,522,300]


b.
Adult and Child Health - Folic Acid Program
1,894,600
1,369,900
[
b.
Adult and Child Health - Folic Acid Program
2,030,600
1,522,400]


c.
Epidemiology and Health Planning - 




Universal Children's Immunization

1,864,000
1,786,500
[
c.
Epidemiology and Health Planning - 




Universal Children's Immunization

2,000,000
2,000,000]


d.
Adult and Child Health - Healthy Start




Expansion

1,864,000
1,886,500
[
d.
Adult and Child Health - Healthy Start




Expansion

2,000,000
2,100,000]

Budget Unit
Mental Health and Mental Retardation
2000-01
2001-02


a.
Substance Abuse Treatment Program for




Medicaid-eligible Women with




Dependent Children

932,000
908,500

[
a.
Substance Abuse Treatment Program for




Medicaid-eligible Women with




Dependent Children

1,000,000
1,000,000]

Budget Unit
Commission for Children with Special 





Health Care Needs

2000-01
2001-02


a.
Handicapped Children's Program - 




Universal Newborn Hearing Screening

1,032,800
574,800
[
a.
Handicapped Children's Program - 




Universal Newborn Hearing Screening

1,100,800
605,300]


Included in the above appropriation is $50,000 in fiscal year 2000-2001 and $100,000 in fiscal year 2001-2002 for parent and provider training activities.

4.
POSTSECONDARY EDUCATION

Budget Unit
Kentucky Higher Education 
Assistance 





Authority

2000-01
2001-02


a.
Early Childhood Scholarship Program

1,298,000
1,257,000

[
a.
Early Childhood Scholarship Program

1,400,000
1,409,500]

TOTAL EARLY CHILDHOOD INITIATIVES

23,575,000
27,350,000
[TOTAL EARLY CHILDHOOD INITIATIVES

25,275,000
30,400,000]

C.
HEALTH CARE INITIATIVES APPROPRIATIONS

GENERAL FUND - PHASE I TOBACCO SETTLEMENT FUNDS

1.
GOVERNMENT OPERATIONS

Budget Unit
Office of the Governor

2000-01
2001-02


a.
Ky. Agency for Substance Abuse Policy-




Smoking Cessation Program

2,330,000
2,210,250
[
a.
Ky. Agency for Substance Abuse Policy-




Smoking Cessation Program

2,500,000
2,500,000]

2.
CABINET FOR HEALTH SERVICES

Budget Unit
Public Health

2000-01
2001-02


a.
Adult and Child Health - 




Smoking Cessation Program

2,357,500
2,750,250
[
a.
Adult and Child Health - 




Smoking Cessation Program

2,527,500
3,040,000]

3.
POSTSECONDARY EDUCATION

Budget Unit
Council on Postsecondary Education
2000-01
2001-02


a.
Research Challenge Trust Fund -




Lung Cancer Research Program

4,715,000
5,500,500
[
a.
Research Challenge Trust Fund -




Lung Cancer Research Program

5,055,000
6,080,000]

4.
PUBLIC PROTECTION AND REGULATION

Budget Unit
General Operations

2000-01
2001-02


a.
Kentucky Access Program

14,172,500
16,889,000
[
a.
Kentucky Access Program

15,192,500
18,780,000]

TOTAL HEALTH CARE INITIATIVES

23,575,000
27,350,000
[TOTAL HEALTH CARE INITIATIVES

25,275,000
30,400,000]

TOTAL PHASE I TOBACCO SETTLEMENT


FUNDING PROGRAM

163,200,000
109,400,000
[TOTAL PHASE I TOBACCO SETTLEMENT


FUNDING PROGRAM

170,000,000
121,600,000]

Section 7.   The provisions of this Act shall prevail over any conflicting provision of the 2000 Kentucky Acts Chapter 525 (House Joint Resolution 83), the fiscal biennium 2000-2002 State/Executive Budget Memorandum.

Section 8.   Whereas the Commonwealth's next fiscal year begins on July 1 and the General Assembly finds that it is critical that the provisions of this Act take effect prior to the beginning of the new fiscal year, an emergency is declared to exist and this Act takes effect its passage and approval by the Governor or upon its otherwise becoming a law.
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