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Key Program Elements
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Price Support ?1 enm
(1) Flue-cured -
* 1985: $1.40 (set administratively)
* 1986 and subsequent vyears: based on (1) the

difference in the immediately preceding vyear®s
..pr_ice support level and the previocus 5 year marke.t
average price (dropping the high and low vyears)
* {reduced by 30 cents per pound in 1981,.1982, 1583,

1984, and 1985) arid” (2) the change in the index of

. prices paid by tobacco farmers over the previous

.,“calendar vyear. Secretary would average the

,//iﬁ ﬁfﬁ percentage changes of the two with authority for
Jf"/bl . £the Secretary te establish the price support level

d)éyf between 65 and 100 percent of this increase or

‘*"\w
«uk’ decrease.

%V "
W@ Burley ~
ot T

* 1885 $1.45 (set by statute)

* 1286 and subsequent years: set at a level that

will maintain the normal price support differential
between Burley and Flue-cured tobacco.
(3) All other kinds cf tobacco

. * 1985 and subsequent vears: set using the formula

- for 1986 in the current law.
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{4) Apply Nunn amendment to all kinds of tobacco. fo$

bt _ R

Tobacco Advisory Committee

-

L

* Establish a seven member advifory committe

O represent /Flue-cured

appointed by the Secretary:

epresent the
d re—fnder  Secretary of

WWW%O» StadL A . .
Agriculturs fo Interngtional Affairs —apd—C€ommodtty

be chairman). Cne persaon

growers; two represent Burley growers; two

cigarette manufacturers;

Programs~ (who wou

representing dealeps ={nominated by the Leaf Exporters

Association) would be a nonveting advisor .
K L. ) b Q?-@“”““;§;ﬁ4
Certified producer grcups/(for eacn kind of tobacco would -

{by kind of tobacco} together nominate £four persons

{i.e., four Burley and four Flue-cured). Secretary

would appoint two from each group nominated.
- - Wd . -
Committee recommends amount of | quotas and amount of

minimum loan inventory, and advises Secretary regarding
disaster crop designations and grading standards.

Recommendations on guota to be made to Secretary two

8ESLZLYL0Z |

weeks befcre Secretary must announce guota.
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Marketing guotas
* ‘Becretary announces dguctas by January 1 for Flue-cured.

. and by March 1 for other kinds.



* Purchasers submit to Secretary statements ©of the amount

d -e& tobacco they intend to ©purchase at
auction. These statements exempt from FOTA x® ;
A - ‘j o
. . >
disclosure. mﬁg?»ut%f‘t? %i¥¢g’? %ﬁ A\
o 8 o >
Tobacco Advisory Commlttee receives aggregate amount and Ufb

recommends quota to Secretary.

Quota adjustments by the Secretary would be limited as

in current law, i.e., 110 percent for Burley and 15

red, Fj BT R G»m@aszﬂ. apptict Lo G8%- ;oz%‘}
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percent for Fluye-

. Auction Purch

: * A license and perfo ance bond is reguired of every sr
B
. purchaser at auction o enforce the provisions. Could
be suspended or revoked for non-compliance.’

(Warehouses, and probably dealers 7, would he exempt.)
Obligations of purchasers are based on amount purchasers
y submit to determine quota. ) —
Bach purchaser muSt buy at least 90 percent of its 1KUM#V
My}'amount submitted to determine guota. . Ui
{{)ilyﬁ If a purchaser buys less than 90 percent of its amount
submitted to determine guota, it must pay the

J

“appropriate producer association a penalty of 75 percent

"

of the cost to the association for that amcunt of

obacco below 80 percent of its amount submltted
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Penalties will be used exclusively to fund purchasers®
obligations asscociated with maintaining lecan inventory
in excess of minimum loan inventory levels.

Purchasers are not.bound by the 90 percent obligation in
cases of disaster or short crops. In these cases,
purchasers can buy from loan inventory their
proportionate share based on all amounts submitted to

determine quota for that kind of tobacco.

E. - Disaster Crop Designationg

*

F. Minimum Loan Pool Inventory -~ gv%a%i;fg,

*

507
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Secretary may declare any tobacco crop_ (whether
presently under loan orzin the future) a disaster crop
due to drought or other conditions heyond the control of
the producers, |

Any disaster crop will not be eligible for p:iéé support
but the crop may be sold on the open market.

If Secretary determines a crop may be declared a

disaster crop, he may advance such porticn of the loan

as he determines will protect the interests of the no

net cost funds ' DﬂJﬁBﬁ uléizgvi‘
@O

3“'$ .

For Flue-cured, the minimum loan inventory will be the

greater of 100 million pounds or 15 percent of effective

quota,
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For Burley, the minimum loan inventory will be the
greater of 50 million pounds or 10 percent of effective
guota.

For other tobacce, the Secretary will establish the
minimum loan inventory, based on the recommendations of
the Tobacco Advisory Committee. -

Growers will pay all no net costs associated with
maintaining the minimum lcan inventory;

Purchasers will pay 2all no net costs associated with
maintaining any loan inventory in éxcess of the minimum

loan inventory levels, based on their proportionate

market share according to¢ the mwmost recent Maxwell

———

Report.

Purchase of Inventory Stoccks

(1)

Flue—-cured . - =
* 1976-31981 stocks will bhe sgld at a discount of 90
percent and purchasers will pay all m“carrying

charges asscciated with these crops..

* 1982-1984 stocks will be sold at a disceount cof 10

percent. Purchasers will pay all carrying charges
associated with these crops.

Manufacturers may purchase inventories over a five-
year pericd based on share of market according to

the 1984 Maxwell Report. Agreements to carry out

these purchases would be sﬁbjecﬁ Ed apprd;él by thél
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Secretary, in consultation with the Attorney
General.
(2} Burley
* The 1982 stoéks will be scld at the published

asking price plus carrying charges,
* The 1983 stocks will be declared a disaster and may

be s0ld at a discount.

* The 1984 stocks will be s0ld at the associations®
costs plus carrying charges,
* Manufacturers may purchase inventories over a five-

based on share of market according to

year period,

ol

. the 1384 Maxwell Report, Agrements to carry out
these purchases would be subject te approval by the

Secretary, in consultation withthe Attorney

General. _

{3 Agreements to purchase these inventory stocks shall not

///;g;j\ be held to be in viclabtion of +the antitrust %aws and
& _

Qp% such zgreements shall be lawful.

E. Grading Standards

* Secretary must review grade standards periodically, but
no less often than évery 3 years as appropriate and make

changes to reflect changes in productien, curing,

technology, =tc.

. I. Tax Treatment of Producer Assessments to Fund

v
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