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L.D. 943

DATE:j’é’qﬂ (Filing No. H- L/ﬁ)

APPROPRIATIONS AND FINANCIAL AFFAIRS

Reproduced and distributed under the direction of the Clerk of
the House.

STATE OF MAINE
HOUSE OF REPRESENTATIVES
119TH LEGISLATURE
FIRST REGULAR SESSION

COMMITTEE AMENDMENT "fﬁ" to H.P. 687, L.D. 943, Bill, "An
Act to Implement the Tobacco Settlement"”

Amend the bill by striking out the title and substituting
the following:

'An Act Regarding Tobacco Manmufacturers'

Further amend the bill by inserting after the title and
before the enacting clause the following:

‘Emergency preamble. Whereas, Acts of the Legislature do not
become effective until 90 days after adjournment unless enacted
as emergencies; and '

Whereas, the Attorney General has negotiated and settled
Maine's legal claims against the major national tobacco
manufacturers; and

Whereas, Maine, along with 45 other states, 5 territories
and the District of Columbia, entered into a master settlement

agreement with those tobacco manufacturers; and

Whereas, the master settlement agreement contained a model
statute for adoption by the states; and
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COMMITTEE AMENDMENT "f}" to H.P. 687, L.D. 943

Whereas, it is in Maine's best interest to have the statute
proffered in this legislation enacted into law at the earliest
opportunity; and

Whereas, in the judgment of the Legislature, these facts
create an emergency within the meaning of the Constitution of
Maine and require the following 1legislation as immediately
necessary for the preservation of the public peace, health and
safety; now, therefore,'

Further amend the bill by striking out everything after the
enacting clause and before the summary and inserting in its place
the following:

‘PART A

Sec. A-1. 22 MRSA c. 263, sub-c. IIl is enacted to read:

R IIT

- il
mok r n i h h r
the State and to the citizens of the State. The Surgeon General
h rmin h i n h i
other serious diseases. and that there are hundreds of thousands
-rel in th ni r Th.

diseases most often do not appear until many years after the
person in guestion begins smoking,

i n r fin 1 r
for th nder rtai lth-car r h m

v i m

man rers rather than h h h
manufacturers either determine to enter into a settlement with
h n 1 r
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COMMITTEE AMENDMENT "/q" to H.P, 687, L.D. 943

On November 23, 1998, leading United States tobacco product
m x nter in lement agreem nti h
"Ma n Agreement.,” with h Th M r
1 nt Agr n hli h man rer in rn for
rel r n in f X im i hem
ri herein ial i
in x heir 1 : fun ion foun ion
v in 1i h: an nti
changes in _their vertisin n mar in r i n
rpor ltur wi h i ntion f _reducin nderage
smoking.,
It woul e ntrar ii £ th i
product manufacturers who determine not to enter into such a
settiement could use a resulting cost advantage to derive large,

short-term profits in the years before 1liability may arise
without ensuring that the §;a§e will have an eventual source of

recovery from them:if they are proven to have acted culpably. It
&__LMLLAMSL_O___E_& State to require that such
manuf r igh X fun r r
compensation and to prevent such manufacturers from deriving
lar hort- m_profi n hen ming ju nt-proof for
liabili m .

1 - finition
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COMMITTEE AMENDMENT " }Vi" to H.P. 687, L.D. 943

manufacturers, approved by the Superior Court on December 3,
1998, in State of Maine v, Philip Morri 1 Kenn n
rior r N V-97-134

6. "Qualified escrow fund" means an escrow arrangement with
1 r financial ingti i i n
ffiliation wi n manuf in
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COMMITTEE AMENDMENT "‘}" to H.P. 687, L.D. 943

rti £ r r £ i
r wi nsi r
h n r lem A nt_ wi
ion IT(mm r m A m n
h ifi in ion II(=z £ _th
Master Settlement Agreement, and _ provided that the

B f r n by for 1 n
nite £ cigar manuf r wher h

man r n i

States; or

C me r of an enti ri i h

A or B,

Th m_" rodu manufacturer'" shall incl n
f£ili f rer 1 h 113

itself falls within any of paragraphs A to C above.
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COMMITTEE AMENDMENT ";%" to H.P. 687, L.D. 943

2000: 10471 ni 1
nd 2002: 13612 nj

For h of 2 r h 2 3 0167 e ni 1

in th r in which th wer in

r £ i in ion IX(3J £

Page 6-LR1747(2)

COMMITTEE AMENDMENT



10

12

14

16

18

20

22

24

26

28

30

32

34

36

38

40

42

44

46

48

50

COMMITTEE AMENDMENT "0/" to H.P. 687, L.D. 943

Agreement other than the Inflation Adjustment) had it
ici i x 11
from W

manufa rer twenty-fi r fter th which
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COMMITTEE AMENDMENT " /" to H.P. 687, L.D. 943

Sec. A-2. Legislative intent. The numbering and statutory unit
designations of the Model Statute contained in the Master
Settlement Agreement entered into by leading United States
tobacco product manufacturers and the State on November 23, 1998
have been changed in this Part to conform to Maine statutory
conventions, These changes are technical in nature and it is the
intent of the Legislature that this Part be interpreted as
substantively the same as corresponding portions of the Model
Statute.

Sec. A-3. Appropriation. The following funds are appropriated
from the General Fund to carry out the purposes of this Part.

1999-00 2000-01
ATTORNEY GENERAL,
DEPARTMENT OF THE
Administration - Attorney General
Positions - Legislative Count (1.000) (1.000)
Personal Services $23,870 $35,875
All Other 4,880 2,320

Provides funds for one
Research Assistant position
and related expenses to
enforce escrow payments
required by nonparticipating
manufacturers.

If the Legislature
establishes a fund to receive
money due the State from the
November 23, 1998 tobacco
settlement that was agreed to
by the states and the tobacco
industry, it is the intent of
the Legislature that the 2nd
expenditure from that fund,
following the requirements of
Public Law 1999, chapter 16,
Part B, section 1, is to
reimburse the General Fund
for this appropriation.

DEPARTMENT OF THE
ATTORNEY GENERAL
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COMMITTEE AMENDMENT "f}" to H.P. 687, L.D. 943

TOTAL $28,750 $38,195"

PART B

Sec. B-1. Tobacco Settlement Fund established. The Tobacco
Settlement Fund, referred to in this Part as the '"fund," 1is
established.

Sec. B-2. Tobacco suit award or settlement. Any award or
settlement amount received by the State from a tobacco company
pursuant to any action brought by the State against cigarette
manufacturers or any other funds received as a result of any
action involving the tobacco industry must be deposited into the
Tobacco Settlement Fund, an Other Special Revenue program.

Sec. B-3. Nonlapsing fund. Any unexpended balance in the fund
may not lapse, but must be carried forward to be used pursuant to
this Part.

Sec. B-4. Investment of funds. The money in the fund may be
invested as provided by law with earnings credited to the fund.

Emergency clause. In view of the emergency cited in the
preamble, this Act takes effect when approved.'

Further amend the bill by inserting at the end before the
summary the following:

'FISCAL NOTE
1999-00 2000-01
APPROPRIATIONS/ALLOCATIONS
General Fund $28,750 $38,105

This bill is the model legislation contaiged in the master
settlement agreement of the November 1998 "tobacco settlement."”
The State of Maine will be required to enforce payments by the
nonparticipating tobacco product manufacturers into escrow. The
amounts are based on units sold by that manufacturer. This bill
is designed to protect prospective "tobacco settlement"” funds
designated for Maine from downward adjustment and redistribution
to other participating states that enact this model legislation.

This bill includes General Fund appropriations of $28,750
and $38,195 in fiscal years 1999-00 and 2000-01, respectively,
for the Department of the Attorney General for a Research
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COMMITTEE AMENDMENT "4 |' to H.P. 687, L.D. 943

Assistant position and general operating expenses to enforce the
escrow payments by nonparticipating manufacturers.

The Bureau of Revenue Services will incur some minor
additional costs to adopt rules, These costs can be absorbed
within the bureau's existing budgeted resources.

This bill may increase the number of civil suits and civil
violations filed in the court system. The additional workload
and administrative costs associated with the minimal number of
new cases filed can be absorbed within the budgeted resources of
the Judicial Department. The collection of additional filing
fees and fines may also increase General Fund revenue by minor
amounts.

Dedicating all money received by the State from the tobacco
settlement and the interest earned on the balance, as proposed in
Part B, will decrease unbudgeted General Fund revenue. The
amounts to be received by the State in fiscal year 1999-00 and
fiscal year 2000-01 can not be determined at this time.
Expenditures from the fund will require allocations by the
Legislature in the future.

The Treasurer of State will incur some minor additional
costs to administer the cash pool distributions for the Tobacco
Settlement Fund. These costs can be absorbed within the
Treasurer of State's existing budgeted resources.'

SUMMARY
This amendment replaces the bill.

Cigarette smoking presents a serious public health concern
to Maine and its citizens. In addition, cigarette smoking also
presents serious financial concerns for Maine. Maine and its
citizens pay millions of dollars each year in medical costs to
treat smoking-related illnesses.

In the past months, the Attorney General has negotiated and
settled Maine's legal claims against the major national tobacco
manufacturers. In consummation of that settlement, Maine,
together with 45 other states, 5 territories and the District of
Columbia, entered into a Master Settlement Agreement (MSA) with
those national tobacco manufacturers, participating manufacturers.

The MSA contains economic provisions that obligate the
participating manufacturers to pay Maine a portion of the State's

cost associated with the tobacco companies' misrepresentations
and distributions of cigarettes in Maine. In addition, the
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COMMITTEE AMENDMENT "L}" to H.P. 687, L.D. 943

participating manufacturers have agreed to certain noneconomic
terms that restrict their advertising and marketing practices and
control their corporate behavior.

Although the MSA made great strides in ensuring the
accountability of the tobacco manufacturers, if Maine is to
ensure the long-term public health and financial gains in the
MSA, it is critical that all manufacturers of cigarettes marketed
in Maine be made accountable for the potential costs associated
with their Maine cigarette sales.

Except for a few minor procedural changes, Part A is
identical to the model statute provided in Exhibit T of the MSA,
The goal of this 1legislation is to provide assurance that all
companies that sell «cigarettes in Maine, including those
companies that have not entered into the MSA, nonparticipating
manufacturers, are financially capable of fulfilling their
economic obligations, if any, to Maine and its citizens.

In addition, passage of this 1legislation will protect
Maine's annual payments from a potential dramatic
nonparticipating manufacturers adjustment. This legislation was
the subject of extensive and difficult negotiations, including
discussions on whether the legislation would survive legal
challenges. The 1legislation was reviewed by a number of
antitrust and constitutional law experts who opined that this
legislation would survive legal challenge.

Part B creates the Tobacco Settlement Fund to receive any
award or settlement amount due the State from a tobacco company
pursuant to any action brought against cigarette manufacturers.
The fund would also receive any other funds due the State as a
result of any action involving the tobacco industry.
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