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Florida Senate - 2000 CS for SB 1998

By the Committee on Governmental Oversight and Productivity;
and Senat or Horne

302-2182-00
A bill to be entitled

An act relating to state revenue; anending s.
215.5601, F.S.; defining the term
"participating manufacturer"; revising
| egislative intent; specifying procedures by
whi ch a tobacco manufacturer may becone a
partici pati ng manufacturer; providing for
signhatories to a specified settlenent agreenent
to be participating manufacturers; providing
for funds received fromparticipating
manuf acturers to be deposited into the Tobacco
Settlenment Cearing Trust Fund; providing for a
portion of unappropriated funds to be deposited
into the Lawmton Chil es Endowrent Fund; anendi ng
s. 210.02, F.S.; inposing a surtax on
cigarettes not manufactured by a participating
manuf acturer, as defined by the act; providing
for calculating the amount of the surtax;
anmending s. 210.20, F.S.; providing for the
deposit of proceeds of the surtax; providing an
ef fective date.

Be It Enacted by the Legislature of the State of Florida:

Section 1. Section 215.5601, Florida Statutes, is
amended to read:

215.5601 Lawton Chiles Endowrent Fund. --

(1) SHORT TITLE.--This section may be cited as the
"Lawt on Chil es Endowrent Fund."

(2) DEFINITIONS.--As used in this section
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1 (a) "Board" neans the State Board of Administration

2| established by s. 16, Art. | X of the State Constitution of

3] 1885 and incorporated into s. 9(c), Art. XIl of the State

4| Constitution of 1968.

5 (b) "Endowrent" neans the Lawton Chil es Endowrent

6 | Fund.

7 (c) "Earnings" neans all income generated by

8 | investnents and the net change in the nmarket val ue of assets.
9 (d) "Participating manufacturer" neans any

10 | manufacturer of tobacco products which neets the requirenents
11 | of subsection (4).

12 (e) td)y "State agency"” or "state agenci es" neans the

13 | Departnent of Health, the Departnent of Children and Famly
14 | Services, the Departnment of Elderly Affairs, or the Agency for
15| Health Care Adm nistration, or any conbination thereof, as the
16 | context indicates.

17 (3) LEGQ SLATIVE INTENT.--1t is the intent of the

18 | Legi slature to:

19 (a) Provide a perpetual source of funding for the

20| future of state children's health prograns, child welfare

21 | prograns, conmunity-based health and hunan services

22| initiatives, and bionedi cal research activities.

23 (b) Ensure that enhancenent revenues wll be avail able
24| to finance these inportant initiatives.

25 (c) Use funds received fromthe Tobacco Settl enent

26 | A earing Trust Fund weneys to ensure the financial security of
27 | vital health and human servi ces prograns.

28 (d) Encourage the devel opnent of comunity-based

29 | solutions to strengthen and inprove the quality of |ife of

30| Florida's nmost vul nerable citizens.

31
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(e) Provide funds for cancer research and

public-health research for diseases |linked to tobacco use.
(f) Provide tobacco manufacturers the opportunity to

voluntarily participate in mtigating the inpact of the use of

tobacco on the residents of this state.
(4) PARTI Cl PATI NG MANUFACTURERS; QUALI FI CATI ONS. - -
(a)1. A tobacco manufacturer may becone a

participating manufacturer by entering into an agreenent with

the Attorney General which provides for the foll ow ng:

a. Eli m nati on of the manufacturer's outdoor

advertising and transit advertisenents at the earlier of the

expiration of applicable contracts or 4 nonths after the date

the final list of outdoor advertising signs is supplied to the
Attorney General. The manufacturer shall provide a final |ist
of all its outdoor advertising signs and transit

advertisenents to the Attorney General within 45 days after

entering the agreenent.

b. Support of the state's efforts to nitigate the

i npact of the use of tobacco through annual paynents to the

state. On January 1 of each year, the Division of A coholic

Bever ages and Tobacco of the Departnment of Business and

Pr of essi onal Regul ation shall cal cul ate the paynent anount,

which is due by January 31 of that year. The paynent anount

shal |l be based on the nunber of cigarette packages delivered

to wholesale dealers for sale in this state by the

manuf acturer from January 1 until Decenber 31 of the prior

year. The paynent anount per package shall be cal cul ated as

the total annual paynent due to the state pursuant to the

settl enment agreenent in the case of The State of Florida et

al ., v. Anerican Tobacco Conpany et al., divided by the tota

nunber of packages delivered to whol esal e dealers for sale in
3
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this state by the four settling nanufacturers during the

previous 12 nonths, rounded to the nearest tenth of a cent.

2. Cigarettes produced by each manufacturer that fully

conplies with the agreenent entered into with the Attorney

Ceneral under subparagraph 1. and nakes the annual paynent by

January 31 are exenpt fromthe surtax on cigarettes inposed

under s. 210.02(6) for the subsequent 12-nobnth peri od.

(b) Al tobacco manufacturers that are signatories to

the settlenent agreenent entered on August 25, 1997, in the

case of The State of Florida et al., v. Anmerican Tobacco

Conpany et al., and the settl enent agreenent entered on March
15, 1996, in the case of State of West Virginia, State of
Florida, State of M ssissippi, Compnweal th of Massachusetts,

and State of Louisiana v. Brooke Group Ltd. and Liggett G oup

Inc., are participating manufacturers. Cigarettes produced by

each such manufacturer that fully conplies with the applicable

settl enment agreenent and nmkes the annual paynent required

under the agreenent by Decenber 31 are exenpt fromthe surtax

on cigarettes inposed under s. 210.02(6) for the subsequent

12-nmont h peri od.

(c) Funds received fromparticipating manufacturers

shal | be deposited into the Departnent of Banking and Fi nance

Tobacco Settlenent Cearing Trust Fund.
(5) 4y LAWION CH LES ENDOWWVENT FUND; CREATI ON
PURPOSES AND USES. - -
(a) There is created the Lawton Chiles Endownent Fund,

to be administered by the State Board of Administration. The

endownrent shall serve as a clearing trust fund not subject to

termnation pursuant to s. 19(f), Art. Ill of the State

Constitution and shall be funded by sett+ement noneys received

fromthe Tobacco Settlenent Cearing Trust Fund ineust+y. The
4

CODING:Words st+ieken are deletions; words underlined are additions.




Florida Senate - 2000 CS for SB 1998
302-21

i
2182-00

1| endownent fund shall be exenpt fromthe service charges

2 | inposed by s. 215. 20.

3 (b) Funds fromthe endownent shall be distributed by
4| the board to trust funds of the state agencies in the anounts
5]|indicated by reference to the | egislative appropriations for

6 | the state agencies, except as otherwi se provided in this

7 | section.

8 (c) The state agencies shall use the funds fromthe

9 | endowrent to enhance or support increases in clients served or
10| in programcosts in health and hunman servi ces program areas
11 (d) The Secretary of Health, the Secretary of Children
12 | and Fanily Services, the Secretary of Elderly Affairs, and the
13| Director of Health Care Administration shall conduct neetings
14 | to discuss programepriorities for endowrent funding prior to
15| subnmitting their budget requests to the Executive Ofice of

16 | the Governor and the Legislature. The purpose of the neetings
17 | shall be to gain consensus for priority requests and

18 | reconmended endowrent funding levels for those priority

19 | requests. An agency head nay not designate a proxy for these
20 | neeti ngs.
21 (e) Funds fromthe endowrent may not be used to
22 | suppl ant existing revenues.
23 (f) When advised by the Revenue Estimating Conference
24 | that a deficit will occur with respect to the appropriations
25| fromthe Tobacco Settlenent Cearing Trust Fund in any fisca
26 | year, the Governor shall develop a plan of action to elininate
27 | the deficit. Before inplenenting the plan of action, the
28 | Governor must conply with the provisions of s. 216.177(2). In
29 | devel oping the plan of action, the Governor shall, to the
30 | extent possible, preserve legislative policy and intent, and,
31| absent any specific directions to the contrary in the General

5
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1| Appropriations Act, any reductions in appropriations fromthe
2 | Tobacco Settlenment Clearing Trust Fund for a fiscal year shal
3 | be prorated anong the purposes for which funds were

4 | appropriated fromthe Tobacco Settlenent dearing Trust Fund
5| for that year.

6 (6) €5 ADM NI STRATI ON OF THE ENDOAWENT. - -

7 (a) The board is authorized to invest and reinvest

8 | funds of the endowrent in those securities listed in s.

9] 215.47, in accordance with the fiduciary standards set forth
10 in s. 215.47(9) and consistent with an investnent plan

11 | devel oped by the executive director and approved by the board.
12 | Costs and fees of the board for investnent services shall be
13 | deducted fromthe earnings accruing to the endownrent.

14 (b) The endownent shall be managed as an annuity. The
15| i nvestnent objective shall be long-term preservation of the
16 | real value of the principal and a specified regular annua

17 | cash outflow for appropriation, as nonrecurring revenue. The
18 | schedul e of annual cash outfl ow shall be included within the
19 | investnent plan adopted pursuant to paragraph (a).
20 (c) The board shall establish a separate account for
21| the funds of the endownrent. The board shall design and operate
22 | an investnment portfolio that nmaxinizes the financial return to
23 | the endownent, consistent with the risks inherent in each
24 | investnent, and that is designed to preserve an appropriate
25| diversification of the portfolio.
26 (d) No later than February 15, 2000, the board shal
27 | report on the financial status of the endownent to the
28 | Governor, the Speaker of the House of Representatives, the
29 | President of the Senate, the chairs of the respective
30 | appropriations and appropriate substantive committees of each
31| chanber, and the Revenue Estinmating Conference. Thereafter
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the board shall nake a status report to such persons no |ater
t han August 15 and February 15 of each year

(e) Accountability for funds fromthe endowrent which
have been appropriated to a state agency and distributed by
the board shall reside with the state agency. The board is not
responsi ble for the proper expenditure or accountability of
funds fromthe endowrent after distribution to a state agency.

(f) The board may collect a fee for service fromthe
endownrent no greater than that charged to the Florida
Retirenent System

(7) €6y AVAILABI LI TY OF FUNDS. - -

(a) Funds fromthe endowrent shall not be avail abl e
for appropriation to a state agency until July 1, 2000.
Begi nning July 1, 2000, the maxi nrum annual anount of endowrent
funds that nay be appropriated shall be in accordance with the
foll owi ng, based on earnings averaged over 3 years:

1. Beginning July 1, 2000, no nore than a | evel of
spendi ng representing earnings at a rate of 3 percent.

2. Beginning July 1, 2001, no nore than a | evel of
spendi ng representing earnings at a rate of 4 percent.

3. Beginning July 1, 2002, no nore than a |evel of
spendi ng representing earnings at a rate of 5 percent.

4. Beginning July 1, 2003, and thereafter, no nore
than a | evel of spending representing earnings at a rate of 6
per cent.
(b) The Legislature may not appropriate nore than 85

percent of the revenue that is received fromparticipating

manuf acturers or pursuant to s. 210.02 in any fiscal year and

nmade avail able for appropriation in the subsequent fisca

year. Revenue received fromparticipating nanufacturers or

pursuant to s. 210.02 in any fiscal year which is not
7
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1| appropriated by the Legislature shall be deposited into the
2 | Lawt on Chil es Endownent Fund.

3 (c) tb)y Notwi t hstanding the provisions of s. 216. 301

4 | and pursuant to s. 216.351, all unencunbered bal ances of

5| appropriations as of June 30 or undi sbursed bal ances as of

6 | Decenber 31 shall revert to the endownent's principal

7 (8) 7 ENDOAVENT PRI NCI PAL; APPROPRI ATI ON OF

8 | EARNINGS. --The fol l owi ng anounts are appropriated fromthe

9 | Departnent of Banking and Fi nance Tobacco Settl enent O earing
10 | Trust Fund to the Lawton Chil es Endowrent Fund for Health and
11 | Human Servi ces:

12 (a) For fiscal year 1999-2000, $1.1 billion

13 (b) For fiscal year 2000-2001, $200 nillion

14 (c¢) For fiscal year 2001-2002, $200 nillion; and

15 (d) For fiscal year 2002-2003, $200 nillion; and—

16 (e) For all subsequent fiscal years, a mnimum of $25
17 | million.

18 Section 2. Section 210.02, Florida Statutes, is

19 | anended to read:

20 210.02 Cigarette tax inposed; collection.--

21 (1) An excise or privilege tax, in addition to al

22 | other taxes of every kind inposed by law, is inposed upon the
23| sale, receipt, purchase, possession, consunption, handling,
24 | distribution, and use of cigarettes in this state, in the

25| followi ng amounts, except as hereinafter otherw se provided,
26 | for cigarettes of standard di nensions:

27 (a) Upon all cigarettes weighing not nore than 3

28 | pounds per thousand, 16.95 nmills on each cigarette.

29 (b) Upon all cigarettes weighing nore than 3 pounds
30 | per thousand and not nore than 6 inches long, 33.9 mlls on
31| each cigarette.

8
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(c) Upon all cigarettes weighing nore than 3 pounds
per thousand and nore than 6 inches long, 67.8 mlls on each
cigarette.

(2) The description of cigarettes contained in
par agraphs (a), (b), and (c) of subsection (1) are hereby
decl ared to be standard as to dinensions for taxing purposes
as provided in this | aw and should any cigarette be received,
pur chased, possessed, sold, offered for sale, given away, or
used of a size other than of standard di nensi ons, the sane
shall be taxed at the rate of 1.41 cents on each such
cigarette.

(3) When cigarettes as described in paragraph (1)(a)
are packed in varying quantities of 20 cigarettes or |ess,
except manufacturer's free sanpl es authorized under s.
210.04(9), the following rate shall govern

(a) Packages containing 10 cigarettes or less require
a 16. 95-cent tax.

(b) Packages containing nore than 10 but not nore than
20 cigarettes require a 33.9-cent tax.

(4) \When cigarettes as described in paragraph (1)(b)
are packed in varying quantities of 20 cigarettes or |ess,
except manufacturer's free sanpl es authorized under s.
210.04(9), the following rates shall govern

(a) Packages containing 10 cigarettes or less require
a 33.9-cent tax.

(b) Packages containing nore than 10 but not nore than
20 cigarettes require a 67.8-cent tax.

(5) When cigarettes as described in paragraph (1)(c)
are packed in varying quantities of 20 cigarettes or |ess,
except manufacturer's free sanpl es authorized under s.
210.04(9), the following rates shall govern
9
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1 (a) Packages containing 10 cigarettes or less require
2] a 67.8-cent tax.

3 (b) Packages containing nore than 10 but not nore than
4] 20 cigarettes require a 135.6-cent tax.

5 (6) For cigarettes not manufactured by a participating
6 | mnufacturer as defined in s. 215.5601, begi nning February 1,
7 | 2001, an additional surtax shall be added to the anpbunts

8| otherwise provided in this section. The division shal

9] calculate the surtax on January 1 of each year, and the surtax
10| shall apply on February 1. The surtax per package shall be

11| calcul ated as the total annual paynent due to the state

12 | pursuant to the settlenment agreenent in the case of The State
13 ) of Florida et al., v. Anerican Tobacco Conpany et al., divided
14 | by the total nunber of packages of cigarettes delivered to

15| whol esale dealers for sale in this state by the four settling
16 | manufacturers during the previous 12 nonths, rounded to the

17 | nearest tenth of a cent.

18 (7)t6) This tax shall be paid by the dealer to the

19 | division for deposit and distribution as hereinafter provided
20 | upon the first sale or transaction within the state, whether
21| or not such sale or transfer be to the ultinmate purchaser or
22 | consunmer. The seller or dealer shall collect the tax fromthe
23 | purchaser or consuner, and the purchaser or consuner shall pay
24 | the tax to the seller. The seller or dealer shall be
25 | responsible for the collection of the tax and the paynent of
26 | the sane to the division. All taxes are due not later than the
27 | 10th day of the nonth foll owing the calendar nonth in which
28 | they were incurred, and thereafter shall bear interest at the
29 | rate of 1 percent per nonth. If the anbunt of tax due for a
30| given period is assessed without allocating it to any
31| particular nmonth, the interest shall begin with the date of

10
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the assessnent. \Wenever cigarettes are shipped from outside
the state to anyone other than a distributing agent or
whol esal e deal er, the person receiving the cigarettes shall be
responsible for the tax on said cigarettes and the paynent of
sane to the division.

(8)¢A It is the legislative intent that the tax on
cigarettes shall be uniformthroughout the state.

Section 3. Section 210.20, Florida Statutes, is
amended to read:

210.20 Enpl oyees and assistants; distribution of
funds. - -

(1) The division under the applicable rules of the
Depart nent of Managenent Services shall have the power to
enpl oy such enpl oyees and assistants and i ncur such other
expenses as nmay be necessary for the adnministration of this
part, within the linmts of an appropriation for the operation
of the Departnment of Business and Professional Regul ation as
may be authorized by the General Appropriations Act.

(2) As collections are received by the division from
such cigarette taxes, it shall pay the sane into a trust fund
in the State Treasury designated "Cigarette Tax Col |l ection
Trust Fund" which shall be paid and distributed as foll ows:

(a) The division shall fromnonth to nonth certify to
the Conptroller the anpbunt derived fromthe cigarette tax
i mposed by s. 210.02(1)-(5)s—216-062, | ess the service
charges provided for ins. 215.20 and less 0.9 percent of the

anount derived fromthe cigarette tax inposed by s. 210.02,
whi ch shall be deposited into the Al coholic Beverage and
Tobacco Trust Fund, specifying the anbunts to be transferred
fromthe Cigarette Tax Collection Trust Fund and credited on
the basis of 5.8 percent of the net collections to the

11
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Muni ci pal Fi nanci al Assistance Trust Fund, 32.4 percent of the
net collections to the Revenue Sharing Trust Fund for

Muni ci palities, 2.9 percent of the net collections to the
Revenue Sharing Trust Fund for Counties, and 29.3 percent of
the net collections for the funding of indigent health care to
the Public Medical Assistance Trust Fund.

(b) The division shall fromnonth to nonth certify to

the Conptroller the anpbunt derived fromthe cigarette surtax

i nposed by s. 210.02(6), and that anobunt shall be transferred

fromthe Cigarette Tax Collection Trust Fund and credited to

t he Departnent of Banking and Fi nance Tobacco Settl enent

G earing Trust Fund.

(c)tb)y The division shall fromnonth to nonth certify
to the Conptroller the anobunt derived fromthe cigarette tax
i mposed by s. 210.02 on all cigarettes sold at retail on any
property of the Inter-Anmerican Center Authority, created by
chapter 554, and such anount, |ess the service charge provided
for ins. 215.20, shall be paid to said Inter-Anerican Center
Authority by warrant drawn by the Conptroller upon the State
Treasury, which anount is hereby appropriated nmonthly out of
such G garette Tax Collection Trust Fund.

(d) £e) Begi nning January 1, 1999, and continuing for
10 years thereafter, the division shall fromnonth to nonth
certify to the Conptroller the anount derived fromthe
cigarette tax inmposed by s. 210.02, |less the service charges
provided for ins. 215.20 and less 0.9 percent of the anount
derived fromthe cigarette tax inposed by s. 210.02 which
shal | be deposited into the Al coholic Beverage and Tobacco
Trust Fund, specifying an amount equal to 2.59 percent of the
net collections, and that anmpunt shall be paid to the Board of
Directors of the H Lee Mffitt Cancer Center and Research

12
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Institute, established under s. 240.512, by warrant drawn by
the Conptroller upon the State Treasury. These funds are

her eby appropriated nonthly out of the Cigarette Tax

Col l ection Trust Fund, to be used for the purpose of
constructing, furnishing, and equi pping a cancer research
facility at the University of South Florida adjacent to the H
Lee Moffitt Cancer Center and Research Institute. |In fisca
years 1999-2000 and thereafter with the exception of fisca
year 2008-2009, the appropriation to the H Lee Mffitt Mt
Cancer Center and Research Institute authorized by this

par agraph shall not be | ess than the anount whi ch woul d have
been paid to the H Lee Mffitt Cancer Center and Research
Institute for fiscal year 1998-1999 had paynments been nade for
the entire fiscal year rather than for a 6-nonth period

t her eof .

(3) After all distributions hereinabove provided for
have been nade, the bal ance of the revenue produced fromthe
tax inposed by this part shall be deposited in the Genera
Revenue Fund.

Section 4. This act shall take effect upon becoming a
| aw.

13
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1 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED | N
COW TTEE_SUBSTI TUTE FOR

2 SB 1998

3

4 | Eli mnates Tobacco Settl enment Financing CbrPoration, and

c attendant powers and duties established in the bil
Defines "participating nmanufacturer” as: (1) one who entered

6| one of the two sett|enment agreenents_al ready S|ﬂned by the
state and who conplies with al| provisions of the a%reenent

7 | i ncl udi ng maki ng pa%nents to the state by Decenber 31 of each
year; and (2) one who enters into an agreenent with the

8 | Attorney General which restricts outdoor advertising and
transit advertising in the same nanner_as the origina

9| settlenents and which provides for equival ent payirents per

10 pack of cigarettes delivered for sale in Florida
Provides a statutory cap of 85 percent on annual ]

11 | appropriations to be nmade of funds received fromsettling and
Part|C|pat|n? t obacco conpani es,  The unappropriated bal ance is

12 0 be deposited in the Lawton Chiles Endownent Fund.

13 | Anrends the schedul e of annual appropriations to the Lawton
Chi | es Endownent Fund by establlshlng a mnimum | evel of $25

14| mllion for appropriations to the Endowrent fund in all fisca

15 years subsequent to 2003-2004.
Creates an additional surtax on ci?arettes begi nni ng February

16 | 1, 2001, that will apply to cigareftes shipped to Florida |
ot her than those able to claiman exenption as a participating

17 | manuf acturer.

18

19

20

21

22

23

24

25

26

27
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29

30
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