Kentucky Tobacco Settlement
Trust Corporation

Meeting Minutes
May 29, 2001

The Kentucky Tobacco Settlement Trust Corporation met on Tuesday, May 29, at
1:00 p.m., in Room 110 of the Capitol Building, Frankfort. Jeff Modey, designee for
Governor Paul Patton, called the meeting to order, and the secretary called theroll.

Member s Present:

Jeff Modey, desgnee for Governor Paul E. Patton, Chairman, Tommy Bae; Scott White
representing Generd A. B. Chandler; David Chappdl; Joe Clake Marshdl Coyle
Debbie Draper; John-Mark Hack, Presdent; Jm Lacy; Senator Joey Pendleton;
Representative Roger Thomas; and Henry West.

Members Absent:

Gary Cecil; Commissioner Billy Ray Smith; Wilson Stone.

L egislative Guests:

Senator Ernie Harris.
Other Guests:

Virginia Coffey; Katie Ring, Burley Tobacco Growers Coop; Sharon Burton, The
Farmer's Pride; Brad Wdlons, Legidative Research Commission; Harland Hatter, Senate
Presdent's Officee Charles Wolfe, Associated Press; Mak Farrow, Kentucky
Depatment of Agricuture; Jeff Hdl and Bob Finch, USDA/FSA; Danid Green and Will
Snell, Mike Banta; Gordon Duke, Jeff Harper, and Lisa Thomas, Governor's Office of
Agriculturd Policy.

Minutes of the December M eeting:

The minutes of the January 18, 2001 meeting were gpproved.



Review of KTSTC 2001 Compensation Plan:

John-Mark Hack reviewed the 2001 Compensation Plan adopted on January 18, 2001 as
follows

The Kentucky Tobacco Settlement Trust Corporation hereby resolves that the plan for
digtributing proceeds from the Nationa Tobacco Growers Settlement Trust be comprised
of the following guiddines

Compensation for Quota Owners be made to owners of quotaidentified 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 additiona 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 madeto dl
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 a any point an
individua 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 desth,
compensation will be made eligible to the decedents for the current year, and
compensation will cease beginning the calendar year following desath;

Discussion:

Mr. Hack stated that two points of the adopted plan had raised severa administrative and
legdl issues. Fird, there exigts the very red potentia that the policy aswritten could
effectively discriminate againgt the heirs of producers who a some point in time cease to
be active, even if the heirs themsealves continue production. There are so enormous
potential administrative complexities related to determining what or who is an “active
producer,” including how to determine production activity in atimely manner, what
records to use to make such adetermination and the potential abuse of the system by
producers who may market a smal amount of tobacco to retain their “active’” status.

Because of these issues, Mr. Hack suggested the following language changes to clarify
the two points previoudy adopted:



Compensation be limited to those individuals who had a vested interest in tobacco
production in 1998 and/or 1999 and/or 2000, as defined in previous compensation
plans. Compensation from the Trust would be made only for the yearsin which an
applicant had a vested interest in tobacco production, as described under previous
compensation plans.

Mr. Joe Clarke moved with a second from Tommy Bde to adopt the language changes.
The motion passed by voice vote.

Approved Compensation Plan:

Following is the resolution as amended:

The Kentucky Tobacco Settlement Trust Corporation hereby resolves that the plan for
digtributing proceeds from the National Tobacco Growers Settlement Trust be comprised
of thefallowing guiddines

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

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

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

Compensation be limited to those individuas who maintain a vested interest in tobacco
production, in 1998 and/or 1999 and or 2000 as described in previous compensation
plans. Compensation from the trust would be made only for the yearsin which an
gpplicant had a vested interest in tobacco production, as described under previous
compensation plans.

The meseting adjourned a 1:.55 p.m.



