Kentucky Tobacco Settlement

Trust Corporation

Meeting Minutes
January 18, 2001

The Kentucky Tobacco Settlement Trust Corporation met on Thursday, January 18, at 10:00 a.m., in Room 110 of the Capitol Building, Frankfort. Commissioner Billy Ray Smith, Vice Chairman called the meeting to order, and the secretary called the roll.

Members Present:
Jack Conway representing Governor Paul E. Patton, Chairman, Tommy Bale; Gary Cecil; Scott White representing General A. B. Chandler; David Chappell; Joe Clarke; Marshall Coyle; Debbie Draper; John-Mark Hack, President; Jim Lacy; Senator Joey Pendleton; Commissioner Billy Ray Smith; Wilson Stone; Representative Roger Thomas; and Henry West.

Legislative Guests:

Representative Joe Barrows; Representative Charlie Hoffman; and Representative Tom McKee.

Other Guests:

James Barton, Fayette County Farm Bureau; Richard Gray; Mike Bellamy; Alvin Lyons; Brian Forsee; Asa Phillips; Vic Satchwell; Joe Traylor; Danny Crupps; Terry Anderson; Frank K Downing; Daniel Green and Pat Hardesty, University of Kentucky; Brent Cox; David Draper; Mark Farrow, Kentucky Department of Agriculture; John Hicks, Office of the State Budget Director; Biff Baker, Perry Nutt and Brad Wellons, Legislative Research Commission; Courtney Kinney, Kentucky Post; and Gordon Duke, Jeff Harper, Robert Hignite, Lisa Thomas, Governor’s Office. 

Minutes of the December Meeting:
The minutes of the December 12, 2000 meeting were approved.

KTSTC 2001 Compensation Plan:

Tommy Bale submitted the following compensation plan for consideration: 

The Kentucky Tobacco Settlement Trust Corporation hereby resolves that the plan for distributing proceeds from the National Tobacco Growers Settlement Trust be comprised of the following guidelines:

Compensation for Quota Owners be made to owners of quota identified by the UDSA Farm Service Agency as of July 15 each year;

Compensation for Growing Farms and Grower/Tenants be based on an average of payment pounds (average of effective quota and marketings) from crop years 1998, 1999, and 2000;


An additional application period would be conducted in 2001 to certify payment pound recipients for crop year 2000. The results of this application period would be averaged with crop year records from 1998 and 1999, and payments would be made to all recipients on the 1998, 1999 and/or 2000 databases who meet the conditions described below;

Compensation be limited to those individuals who maintain a vested interest in tobacco production, as described in previous compensation plans, and that aat any point an individual or entity ceases to be involved with tobacco production, compensation designated for this party would revert to the pool of compensation to be shared by active tobacco producers (quota owners and tenants);

Compensation be made only to living, active producers, and that compensation to estates be abolished with the exception of quota ownership compensation;

Compensation be limited to Kentucky residents only

Mr. Bale moved that the resolution be adopted with a second received from Joe Clarke.

Discussion and Passage:

There was much discussion and amendments were made to the document. Following is the document as amended:

 The Kentucky Tobacco Settlement Trust Corporation hereby resolves that the plan for distributing proceeds from the National Tobacco Growers Settlement Trust be comprised of the following guidelines:

Compensation for Quota Owners be made to owners of quota identified by the UDSA Farm Service Agency as of July 1 each year;

Compensation for Growing Farms and Grower/Tenants be based on an average of payment pounds (average of effective quota and marketings) from crop years 1998, 1999, and 2000;


An additional application period would be conducted in 2001 to certify payment pound recipients for crop year 2000. The results of this application period would be averaged with crop year records from 1998 and 1999, and payments would be made to all recipients on the 1998, 1999 and/or 2000 databases who meet the conditions described below;

Compensation be limited to those individuals who maintain a vested interest in tobacco production, as described in previous compensation plans, and that at any point an individual or entity ceases to be involved with tobacco production, compensation designated for this party would revert to the pool of compensation to be shared by active tobacco producers (quota owners and tenants);

Compensation be made only to living, active producers. In the event of death, compensation will be made eligible to the decedents for the current year, and compensation will cease beginning the calendar year following death;

There was a motion to adopt the document as amended. The motion passed with a count of eight (8) yea and four (4) nay votes.

KTSTC Concern:

There was lengthy discussion and members of the KTSTC raised the following concern:

Regarding the yearly adoption of the Compensation Plan: Many individuals involved in the production of tobacco thought that the 2000 Compensation Plan was a permanent plan and made decisions for the 2000 crop year based on that Plan. Now the KTSTC is changing “The Plan” and quota owners and tenants are questioning the integrity of the Corporation.

Scott White with the Attorney General’s Office advised that as part of the Master Settlement Agreement, the KTSTC must adopt a Compensation Plan every year. This is nothing new and everyone involved has known this from the beginning of the Trust. It is impossible to say that Compensation Plans will remain the same for the life of the Trust. Board Members will change, the economy will change, etc. 

Commissioner Smith stated that each year the Kentucky Tobacco Settlement Trust Corporation would make the best decision possible for that year’s Compensation Plan based on the facts and information available at that time.  The KTSTC cannot and should not worry about what next year’s decision MAY be.

All members agreed that it should be noted and stated loud and clear that the Compensation Plan adopted is for this year only. Based on the facts, information, conditions, etc. The Plan could be completely changed next year.

The meeting adjourned at 12:50p.m.
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