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Tobacco Livelihood Tobacco Market Aid to Tobacco- Tobacco Equity Rural Community

and Economic
Assistance for our
Farmers Act of 2002

Transition Act of
2002

Dependent
Communities Act of
2002

Elimination Act of
2002

Revitalization and
Transition Act

Quota Buyout

Eligibility Quota Owners as of Quota Owners as of Quota Owners as of Quota Owners as of Quota Owners as of
January 1, 2002 July 1, 2002 January 1, 2002 July 1, 2002 July 1, 2002
Base Quota year(s) 1998 basic quota Option — 2002 basic Average basic quota 1998 basic quota’ 1998 basic quota”
quota or average of for 1997-1999
1997, 1998, and 1999
Payment Rate $8/1b $8/1b $8/1b $8/1b $8/1b

Timing of Payments

5 equal annual
payments, 2003-2007

5 equal annual
payments, 2002-2006

5 equal annual
payments, 2004-2008,
except quota owners
with a base of 1000
pounds or less and who
forgo future production
rights may elect to
receive total
compensation in 2004.

5 equal annual
payments, 2003-2007,
except quota owners
with a base of 1000
pounds or less and who
forgo future production
rights may elect to
receive total
compensation in 2003.

Lump sum or 5 equal
annual payments,
2003-2007

Dark Tobacco

Acreage allotments
will be converted to
poundage by
multiplying the
acreage allotment by
the average county
yield.

Acreage allotments
will be converted to
poundage by
multiplying either the
2002 acreage
allotment, or the
average 1997-1999
acreage allotment by
the 2002 yield, or the
average 1997-1999
yield.

Somewhat unclear, but
it appears that acreage
allotments will be
converted to poundage
by multiplying the
acreage allotment by a
given yield factor
which takes into
account individual
farm yields and
“community” yields.

Acreage allotments
will be converted to
poundage by
multiplying the
acreage allotment by
the average farm yield.

Acreage allotments
will be converted to
poundage by
multiplying: a) the
average acreage
allotment for the 1999-
2001 marketing years
by b) a 2600 Ib yield
for dark fire-cured and
2500 Ib yield for dark
air-cured and by ¢) a
factor of 1.75.

' More specifically, the total funds for the quota owner payments under the Fletcher proposal will be based on the 1998 basic quota level multiplied by $8/Ib. Distribution of
this fund to individual quota owners will be based on their share of the national 2002 basic quota level.

2 Payment made to owners of quota as of July 1, 2002, indexed back to 1998 basic quota.




Grower
Payments

MclIntyre Goode’ Cleland Fletcher Helms
Eligibility “Active” tobacco “Active” tobacco growers | Active tobacco growers “Active” tobacco “Active” tobacco
growers during the 2001 | during the 2001 or 2002 who shared in the risks of | growers during the 2002 | growers during the 2002
crop year. crop years. production during the crop year. crop year.
2000 crop year and
during any of the 1998,
1999, or 2000 crop years.
Base Years 2001 marketings 2001 or 2002 marketings Average of 1997-1999 1998 marketing quota® 2001 effective quota
marketing quota
Payment $4/1b for share of $4/1b for share of $4/1b for share of $4/1b for share of $4/1b for share of
Rate production production production if grower production production

decides to permanently
discontinue production.

$2/1b for share of
production if grower
decides to receive a
production permit with
special provisions
outlined to market
carryover tobacco.

Eligible growers who opt
to permanently forgo
future production rights
receive $2/1b for their
share of production.

Growers who elect to
remain in production are
eligible for additional 35
cent/lb fixed direct
payment annually based
on 1997-1999 average
effective quota, with the
quantity reevaluated by
the Secretary every five
years. Growers who elect
to exit during 2003-2012
eligible to keep 35
cents/lb direct payment,
with payments
concluding in 2012.

Timing of
Payments

5 equal annual
payments, 2003-2007

5 equal annual payments,
2002-2006

5 equal annual payments,
2004-2008, except for an
active grower who is also
a quota owner with a
base of 1000 pounds or
less and who forgoes
future production rights
may elect to receive total
compensation in 2004.

5 equal annual payments,
2003-2007, except for an
active grower who is also
a quota owner with a
base of 1000 pounds or
less and who forgoes
future production rights
may elect to receive total
compensation in 2003.

$4 payment can be lump
sum or 5 equal annual
payments, 2003-2007

Annual 35 cent/lb direct
payment for 2003 and
subsequent crops for
active growers and until
2012 for those who exit
production.

? In addition to quota owner and grower compensation, the Goode bill considers the feasibility of making transition payments to others (e.g., tobacco graders, inspectors,

checkers, auctioneers, equipment dealers, warchousemen).

* More specifically, the total funds for grower payments under the Fletcher proposal will be based on the 1998 marketing quota multiplied by $4/Ib. Distribution of this fund

to individual “active” (i.e., 2002) growers will be based on their share of the national average of effective quota and marketings for 2001 and 2002.




MclIntyre

Goode

Cleland

Fletcher

Helms

Tobacco Program | Terminates the existing | Terminates the existing Modifies the existing federal | Modifies the existing Terminates the existing
Program Existence | federal tobacco program | federal tobacco program tobacco program by federal tobacco program federal tobacco program
(beginning in 2003) and replaces it with a transferring production rights | by transferring production | and introduces a new
consisting of price program consisting of from quota owners to rights from quota owners program consisting of
supports, production licenses and “active” growers who retain | to “active” growers who an “Investment
quotas/acreage minimum price guarantees | production poundage retain production licenses, | Protection Price (IPP—
allotments, and no-net- | administered by a federally | permits, and maintains and maintains minimum price supports),
cost assessments for chartered corporation (see | minimum price guarantees price guarantees (based on | Tobacco Investment
burley, flue-cured, dark, | Tobacco Production with grower cooperatives the cost of production) Protection Payments
and certain cigar leaf Control Corporation providing a guaranteed with grower cooperatives (TIPP 1, counter
tobaccos. below). market. Provisions outlined providing a guaranteed cyclical payments) and
for Secretary to conduct tri- | market. (TIPP 2, direct grower
annual referendums for payments), and Historic
continuation of a permit Quota Production
production program. pounds (HQP — base
production levels).
Current | The Secretary of The Secretary of No provisions outlined No provisions outlined Existing no-net-cost
Loan Agriculture shall issue Agriculture shall forgive all funds will be used to
Stocks regulations to dispose existing outstanding loans assist in disposal of loan
of existing loan stocks. | associated with tobacco stocks.
held in grower cooperatives
on the date of enactment of
this Act and shall transfer
title of these inventories to
the CCC.
No Net Existing no-net-cost Existing No-net-cost funds | No-net-cost assessments No-net-cost assessments No-net-cost
Cost funds will be used to transferred to a Trust Fund | continue to be collected. continue to be collected. assessments continue to
Funds assist in disposal of loan | (see below). be collected, with any
and Fees | stocks, with any excess funds (following

remaining funds being
transferred to the
Secretary of Health and
Human

Services.

Future elimination of
no-net-cost
assessments.

No-net-cost assessments
continue to be collected.

disposal of current loan
stocks) used to assist
grower cooperatives in
buying/selling future
stocks or used to fund
direct payments. An
additional grower
assessment, not to
exceed 1 cent/lb to
cover administrative
costs.




MclIntyre

Goode

Cleland

Fletcher

Helms

Post
Buyout
Production

Production
Rights and
Additional
Payments

No production
quotas/licenses exist,
but provisions adopted
to attempt to maintain
production remaining in
traditional areas (see
“Penalties” below).

Eligible tobacco growers
will have the election of
selecting 2002 production
or the average pounds
produced for the 1997,
1998, and 1999 marketing
years to determine their
initial production license
level.

Future poundage levels will
be based on current quota
formula.

Licensees are prohibited
from selling, leasing, or
transferring this license
(except as part of a lifetime
transfer to a spouse or
direct descendant engaged
in tobacco production).

Active tobacco growers who
whose base level is
determined from their pro
rata share of the 2002
marketing quota.

Poundage levels for 2004
and beyond will depend on
current quota formula, with
the Secretary having the
authority to increase permit
levels by up to 20% if he/she
determines the increase is
necessary to meet market
demand.

Growers are allowed to
market 103% of their permit
quantity with adjustments
the following year for
allowable excess marketings.

Provisions allowed for the
Secretary of Agriculture to
reserve 3% of the national
production poundage permit
for corrections/inequities and
for reserves as permits for
new growers (initially no
less than 8,000 Ibs for flue-
cured growers and 4,000 lbs
for burley growers).

Permits are prohibited from
being sold, leased, rented or
transferred (except as part of
a lifetime transfer to a
spouse, or a direct
descendant engaged in
tobacco production).

“Active” tobacco growers
receive licenses whose
initial poundage level
depends on their average
0f 2002 effective quota
and marketings and their
proportion of risk in
producing the 2002 crop.

A licensed grower may
petition the Secretary to
adjust his/her initial
licensed poundage based
on unusual production
circumstances for the 2002
crop and has a one time
option (in 2003) to
consolidate multi-county
licensed pounds within a
given county.

Future poundage levels
will depend on current
quota formula. Provisions
contained to reallocate
unused licenses to “active”
growers in county initially,
next within the state, and
finally throughout the belt,
with preferences provided
for beginning growers.

Licensees are prohibited
from selling, leasing, or
transferring this license
(except as part of a
lifetime transfer to a
spouse or direct
descendant engaged in
tobacco production).

Traditional producers
(20010r 2002 for
burley/dark vs. 1999-
2002 for flue-cured)
assigned HQP pounds,
with Secretary
determining annually
the pounds eligible for
price support (IPP).
Counter cyclical
payments made when
offer price is below the
IPP (TIPP 1)’

Direct, fixed payments
(TIPP 2) of 35 cents/lb
for HQP pounds,
assuming 75% of HQP
pounds eligible for IPP
are planted. If a grower
does not plant at least
75% of the HQP pounds
eligible for IPP in 2 out
of 3 years, unused HQP
pounds and direct pay-
ment are redistributed.

An “active” grower
may permanently
transfer part or all of
HQP pounds to another
producer, which would
include the 35 cents/Ib
payment and IPP. HQP
pounds allocated to one
who elects not to be an
“active” grower could
be transferred to an
“active” grower or
reallocated into a
county-state pool, with
only IPP eligibility.

> Purchasers that buy HQP pounds below the IPP under the Helms bill would be required to pay the difference between the IPP and the purchase price plus interest to the
grower cooperatives. The cooperatives would finance these purchasers through funds made available from the Commodity Credit Corporation, which would be repaid with
interest. Repayments not made to the cooperatives would be subject to fines set by the Tobacco Advisory Board. In addition to acting as an agent for the CCC, the
cooperatives would receive seed funding not to exceed $1.5 million/type annually for five years from assessment funds to set up and operate marketing centers.




Post Buyout
Production

MclIntyre Goode Cleland Fletcher Helms
Penalties Tobacco produced and Revocation/suspension of | Forfeiture of permits for | Production sold in excess | Producers who grow
marketed outside of licenses or 100% of the growers who do not grow | of licensed quantity will | tobacco in non-traditional
counties that possessed average market price, or a minimum of 75% of the | be subject to a penalty tobacco producing
marketing quotas in 2002, | both) to be assessed for permit annually unless equal to the quantity of counties will forfeit all
will be subject to a any tobacco sold in excess | the failure are due to tobacco in violation federal crop and
penalty equal to 100% of | of the amount allowed conditions beyond the times the price support conservation payments
the market price. under the licensing grower’s control (e.g., rate. and be subject to fines
agreement or by an weather), subject to established by the
individual without a county FSA committee Provisions contained to Tobacco Advisory Board.
license. review. Forfeited allow a licensed tobacco | In addition, fines would
permits may be producer to market be assessed for any
reallocated to other excess production burley (but not flue-
active growers in the (without penalties) when | cured) marketed in excess
same county. total production of all of HQP that are eligible
licensees for a particular | for IPP.
Provisions outlined for type of tobacco is less
penalties for excess than 80% of the total Any HQP pounds rented
marketings and false allowed for all licensees. | would be forfeited to the
identification county-state pool the
Revocation/suspension of | following crop year,
licenses for growers who | carrying the 35 cents/lb
do not share in the risk of | direct payment.
production or grow a
minimum of 75% of their
licensed quantity
annually for 2 out of 3
years, unless the failure
are due to conditions
beyond the growers
control (e.g., weather),
subject to USDA review.
Safety Net None Average price support Grower associations may | Average price support Investment Protection
Price based on the cost of request that the Secretary | based on the cost of Prices (IPP) are
production of Agriculture reduce production established for a
price support levels designated percentage of
HQP pounds (as
determined annually by
the Secretary) based on
the cost of production. A
schedule of price
premiums and discounts
will be determined for
grade variation.
Phase 11 Eliminated Eliminated Eliminated Eliminated Eliminated




Meclntyre Goode Cleland Fletcher Helms
Administrative | Name Tobacco Quality Board | Tobacco Production Tobacco Grower Tobacco Advisory Board | Tobacco Advisory Board
Boards Control Corporation Advisory Board
Members 11 members appointed | 25 members consisting of | 15 members appointed 12 members appointed 13 members appointed
by the Secretary of the Secretary of by the Secretary of by the Secretary of by the Secretary of
Agriculture consisting | Agriculture, 15 tobacco Agriculture from a list of | Agriculture consisting of | Agriculture consisting of
of 5 tobacco farmers, 5 | farmers, 4 tobacco active tobacco growers 7 tobacco farmers, 2 6 tobacco farmers, 5
tobacco manufacturer manufacturer nominees submitted by tobacco manufacturer domestic tobacco
representatives, and a representatives, 1 export burley and flue-cured representatives, 1 export | manufacturers, 1 export
USDA employee dealer representative, 3 grower organizations. dealer representative, 2 dealer, and the Secretary
(chair). pubic health officials, and tobacco marketing of Agriculture or his/her
1 quality assurance representatives, along designee who shall serve
representative. with other non-voting as the chair.
members (USDA/USTR
representatives, and
tobacco-state
universities).
Duties Evaluate the quality Establishing a licensing Adpvise various federal Make recommendations | Advise the Secretary on

characteristics and
integrity of both U.S.
and imported tobaccos
and to advise the
Secretary on potential
recommendations and
regulations to enhance
the quality of U.S.
tobacco.

system for “active”
tobacco growers, establish
a system that monitors and
assures the quality of
domestically produced and
imported tobacco, enter
into an agreement with the
producer-owned loan
associations to receive,
establish base prices,
process, store, and sell any
tobacco placed under loan
and conduct program
referendums.

agencies on the economic
and technical feasibility
of actions they are
considering that affect
tobacco production and
product control.

to the Secretary related to
modifying the price
support and tobacco
production licensing
program, determining an
adequate reserve stock
level, and providing
oversight and input on
various tobacco
marketing issues and
regulations.

establishing HQP and
IPP levels and pounds
eligible for IPP and
direct payments,
establish the maximum
funds available to grower
cooperatives to
purchase/sell eligible
excess production,
establish various
production and
purchasing penalties,
evaluate the quality
characteristics and
integrity of both U.S. and
imported tobaccos and to
advise the Secretary on
ways to enhance the
quality of U.S. tobacco.

Advise various federal
agencies on the economic
and technical feasibility
of actions they are
considering that affect
tobacco production and
product control.




Mclntyre Goode Cleland ° Fletcher Helms

Rural/ Name None None Center for Tobacco- Center for Tobacco- Center for Agricultural

Community Dependent Communities | Dependent Communities | Innovation

Economic

Development

Centers Members n/a n/a 7 board members with 7 board members with 7 board members with 6
knowledge of knowledge | knowledge of knowledge | members appointed by
and experience on rural and experience on rural the President and the 7™
development issues such | development issues such | member appointed by the
as small-crop agriculture, | as small-crop agriculture, | other members of the
entrepreneurial activity, entrepreneurial activity, board.
and industrial, small and industrial, small
business, and community | business, and community
development. development.

Duties n/a n/a Provide communities and | Provide communities and | Facilitate development,
producers with technical | producers with technical | evaluation, and
assistance, hold assistance, hold implementation of
meetings/workshops, meetings/workshops, economically viable new
conduct research and conduct research and agricultural technologies
policy development policy development and enterprises for
activities, distribute activities, distribute tobacco dependent
grants, and take on other | grants, and take on other | communities. The
actions to assist actions to assist Center would be based at
producers and producers and a land-grant university in
communities as they communities as they a traditional tobacco
diversify their economic | diversify their economic | quota state and would
base base work cooperatively with

other tobacco-state land
grant universities.

Funding Funded by users fees Funded by users fees Not less than $10 million

(discussed below)
totaling $5 million
annually during the
2003-2013 period

(discussed below)
totaling $5 million
annually during the
2003-2013 period

annually generated from
the funding mechanism
outlined below.

% In addition the Cleland bill establishes a Interagency Task Force on Economic Development (consisting of representatives from the Dept. of Agriculture, the Dept. of
Health and Human Services, the Dept. of Commerce and other agencies identified by the President) whose duties include coordinating and identifying federal economic and
business development program grants and loans to assist tobacco-dependent communities in transition




Mclntyre Goode Cleland Fletcher Helms
FDA Grants FDA the authority | None None None None
Provisions to regulate the
manufacturing, marketing,
packing, and labeling of
tobacco products.
Funding The Secretary of Health The U.S. Treasury will A per unit annual user A per unit annual user Quota buyout ($8/1b) and
Source and Human Services shall | create the Tobacco fee on domestic tobacco | fee on domestic tobacco | grower compensation
assess a per unit annual Community Revitalization | product manufacturers product manufacturers ($4/1b) funded by 15
user fee on domestic Trust Fund which shall and tobacco product and tobacco product cent/pack on existing
tobacco product consist of existing No-Net- | importers that sell importers that sell federal excise taxes.
manufacturers and Cost funds and other yet- tobacco products in the tobacco products in the
tobacco product importers | to-be determined funds U.S. U.S. Fixed (TIPP) payments,
that sell tobacco products | appropriated to the Trust to marketing centers, Center
in the U.S. — 85% devoted | finance the quota buyout, User fee sunsets for Agricultural
to repaying the CCC for grower transition following meeting the Innovation, and loan
the tobacco buyout, with | payments, costs associated obligations of the bill. stock operations funded
15% allocated to the FDA | with forgiving existing by assessment on all
to cover the cost of loans, payments to others domestically sold
regulating tobacco adversely affected by the cigarettes (approx. 3
products. elimination of the federal cents/pack), smokeless
tobacco program, costs tobacco products
encountered by the (approx. 4.5 cents/lb),
Tobacco Production chewing tobacco,
Control Corporation, loan (approx. 1.5 cents/Ib), a
associations, and the grower assessment (1
Secretary of Agriculture in cent/Ib), and a purchaser
administering the new assessment (1 cent/Ib)
program. subject to a rebate on leaf
bought to produce
tobacco products sold in
the U.S.
Estimated $15-$16 billion $17-$18 billion $15-$16 billion $18-$19 billion Buyout: $15-16 billion
Cost Direct Payments: approx.

$575-600 million
annually.

Educational programs of the Kentucky Cooperative Extension Service serve all people

regardless of race, color, age, sex, religion, disability, or national origin.




