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S.F. H.F. 

1 Section 1. Section 12.65, Code 2001, is amended to read as 

2 ·follows: 
3 12.65 HEALTHY IOWANS TOBACCO SE~~bEMEN~-ENBeWMEN~-PeNB 

4 TRUST. 
5 1. A healthy Iowans tobacco ~eeeiemefte-endewmefte-£~ftd 

6 trust is created in the office of the treasurer of state. 

7 A£eer-~aymefte-e£-iieigaeieft-ee~e~,-aii-meftey~-~aid-ee-e~e 

8 ~eaee-~~r~~afte-ee-e~e-ma~eer-~eeeiemefte-agreemefte,-a~-de£ifted 

9 in-~eeeieft-453€.1, Moneys appropriated to the healthy Iowans 
10 tobacco trust from the endowment for Iowa's health account of 
11 the tobacco settlement trust fund established in section 
12 12E.l2 and from any other source shall be deposited in the 

13 £~ftd healthy Iowans tobacco trust. 
14 %.--Afty-meftey~-~aid-ee-e~e-~eaee-by-e~e-eebaeee-~eeeiemefte 

15 a~e~eriey-~~r~~afte-ee-e~a~eer-i%E-~~aii-be-de~e~ieed-ift-e~e 

16 £~ftd.--Addieieftaiiy,-e~e-~eaee~~-~~are-e£-e~e-meftey~-w~ie~-are 

17 ftoe-~eid-ee-e~e-eebaeee-~eeeiemefte-a~e~eriey-~~r~~afte-ee 

18 e~a~eer-i%E-~~aii-be-de~e~ieed-ift-e~e-£~ftd• 
19 3• 2. Moneys deposited in the £~ftd healthy Iowans tobacco 
20 trust shall be used only in accordance with appropriations 
21 from the £~ftd healthy Iowans tobacco trust for purposes 

22 related to health care, substance abuse treatment and 

23 enforcement, tobacco use prevention and control, and other 

24 purposes related to the needs of children, adults, and 

25 families in the state. 
26 4.--A-~aYing~-aeee~fte-£er-~eaie~y-%ewaft~-i~-ereaeed-wie~ift 

27 e~e-eebaeee-~eeeiemefte-eftdewmefte-£~ftd•--Meftey~,-a~~re~riaeed 

28 aftft~aiiy,-~~aii-be-de~e~ieed-ift-e~e-aeee~fte-aftd-~~aii-be 
29 iftYe~eed-ee-~reYide-aft-oftgoiftg-~e~ree-e£-iftYe~emefte-earfting~. 

30 5• 3. Notwithstanding section 8.33, any unexpended balance 

31 in the £~ftd healthy Iowans tobacco trust at the end of the 

32 fiscal year shall be retained in the £~ftd trust. 

33 Notwithstanding section 12C.7, subsection 2, interest or 
34 earnings on investments or time deposits of the moneys in the 

35 healthy Iowans tobacco ~eeeiemefte-eftdowmefte-£~nd,-ift-e~e 
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1 ~av±ng~-aeeoHn~-£or-hea~~hy-!owans,-and-±n-eny-o~her-eeeoHn~ 

2 e~~abi±~hed-w±~h±n-~he-£Hnd trust shall be credited to the 

3 healthy Iowans tobacco ~e~~iemen~-endowmen~-£Hnd,-~o-~he 

4 ~av±ng~-aeeotln~-£or-heai~hy-!owen~,-or-~o-eny-o~her-eeeoHn~ 

5 e~~abi±~hed,-re~~ee~±veiy trust. 
6 6.--Por-~he-~Hr~o~e~-o£-~h±~-~ee~±on,-A!±~±ge~±on-eos~sa 

7 are-~ho~e-eo~~~-±~em±zed-by-~he-a~~orney-generei-and-~Hbm±~~ed 

8 ~o-and-e~~roved-by-~he-e~~orney-genera~. 

9 7• ~ Moneys in the £Hnd healthy Iowans tobacco trust 

10 shall be considered part of the general fund of the state for 

11 cash flow purposes only, provided any moneys used for cash 

12 flow purposes are returned to the £Hnd trust by the close of 

13 each fiscal year. 
14 Sec. 2. Section 12E.2, Code 2001, is amended by adding the 
15 following new subsections: 
16 NEW SUBSECTION. 4A. "Healthy Iowans tobacco trust" means 

17 the healthy Iowans tobacco trust created in section 12.65. 
18 NEW SUBSECTION. 4B. "Interest rate agreement" means an 
19 interest rate swap or exchange agreement, an agreement 

20 establishing an interest rate floor or ceiling or both, or any 
21 similar agreement. Any such agreement may include the option 
22 to enter into or cancel the agreement or to reverse or extend 
23 the agreement. 
24 NEW SUBSECTION. SA. "Net proceeds" means the amount of 
25 proceeds rema1n1ng following each sale of bonds which are not 

26 required by the authority to establish and fund reserve funds 

27 and to pay the costs of issuance and other expenses and fees 
28 directly related to the authorization and issuance of bonds. 

29 Sec. 3. Section 12E.2, subsections 7, 8, and 10, Code 
30 2001, are amended to read as follows: 

31 7. "Program plan" means the tobacco settlement program 
32 plan e~~abi±~hed-±n-~h±~-eha~~er dated February 14, 2001, 
33 including exhibits to the program plan, submitted by the 

34 authority to the legislative council and the executive 

35 council, to provide the state with a secure and stable source 
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1 of funding for the purposes designated by this chapter and 

2 section 12.65. 

3 a. "Qualified investments" means investments of the 

4 authority authorized by pursuant to this chapter. 

5 10. "State's share" means all of the ~tate~~-monetary 
6 r~ght~-and-±ntere~t~,-a%%-r~ght~-o£-en£oreement,-and-aii 

7 r~ght~-neee~~ary-and-eonven~ent-£or-en£oreement-o£-tho~e 
8 monetary-r~ght~-and-~ntere~t~-~n-the-ma~ter-~ettiement 

9 agreement following: 

10 a. All payments required to be made by tobacco product 

11 manufacturers to the state, and the state's rights to receive 

12 such payments, under the master settlement agreement. 
13 b. To the extent that such amounts have been assigned to 
14 the state, all payments of attorney fees required to be made 
15 by tobacco product manufacturers under the master settlement 
16 agreement, and all rights to receive such attorney fees. 
17 Sec. 4. Section 12E.2, Code 2001, is amended by adding the 

18 following new subsections: 

19 NEW SUBSECTION. lOA. "Tax-exempt bonds" means bonds 

20 issued by the authority that are accompanied by a written 
21 opinion of legal counsel to the authority that the bonds are 
22 excluded from the gross income of the recipients for federal 
23 income tax purposes. 
24 NEW SUBSECTION. lOB. "Taxable bonds" means bonds issued 
25 by the authority that are not accompanied by a written opinion 

26 of legal counsel to the authority that the bonds are excluded 

27 from the gross income of the recipients for federal income tax 

28 
29 

30 

31 

purposes. 
Sec. 5. 

amended by 

Sec. 6. 

Section 

striking 

Section 

12E.2, subsection 11, Code 2001, 

the subsection. 
12E.3, subsection 2, paragraphs 

32 Code 2001, are amended to read as follows: 

is 

a and d, 

33 a. To implement and administer the program plan and to 

34 establish a stable source of revenue to be used for the 

35 purposes designated in this chapter and section 12.65. 
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1 d. To sell, pledge, or assign, as security or 

2 consideration, all or a portion of the state's share sold to 

3 the authority pursuant to a sales agreement, to provide for 

4 and secure the issuance and repayment of its bonds. 

5 Sec. 7. Section 12E.8, subsection 1, paragraphs g and h, 

6 Code 2001, are amended to read as follows: 

7 g. The power to invest or deposit moneys of or held by the 

8 authority in any manner determined by the authority, 

9 notwithstanding chapter 12B or 12C. 

10 h. The power to procure insurance, other credit 

11 enhancements, and other financing arrangements, and to execute 

12 instruments and contracts and to enter into agreements 

13 convenient or necessary to facilitate financing arrangements 

14 of the authority and to fulfill ie~ the purposes of the 

15 authority under this chapter, including but not limited to 

16 such arrangements, instruments, contracts, and agreements as 
17 municipal bond insurance, liquidity facilities, interest rate 
18 agreements, and letters of credit. 

19 Sec. 8. Section 12E.8, subsection 1, Code 2001, is amended 
20 by adding the following new paragraphs: 

21 NEW PARAGRAPH. k. The power to acquire, own, hold, 

22 administer, and dispose of property. 

23 NEW PARAGRAPH. 1. The power to determine, in connection 

24 with the issuance of bonds, and subject to the sales 
25 agreement, the terms and other details of financing, and the 

26 method of implementation of the program plan. 

27 NEW PARAGRAPH. m. The power to perform any act not 

28 inconsistent with federal or state law necessary to carry out 

29 the purposes of the authority. 

30 Sec. 9. Section 12E.9, subsection 1, Code 2001, is amended 

31 by striking the subsection and inserting in lieu thereof the 
32 following: 

33 1. a. The governor or the governor's designee shall sell 

34 and assign all or a portion of the state's share to the 

35 authority pursuant to one or more sales agreements for the 

-4-
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1 purpose of securitization as described in the program plan and 
2 as specified in section 12E.l0. The attorney general shall 

3 assist the governor in the preparation and review of all 

4 necessary documentation to effect such a sale as soon as 

5 reasonably practicable. 

6 b. Any sales agreement shall be consistent with the 

7 program plan. The terms and conditions of the sale 
8 established in such sales agreement may include but are not 

9 limited to any of the following: 
10 (1) A requirement that the state enforce, at the sole 
11 expense of the authority, the provisions of the master 

12 settlement agreement that require payment of the state's share 

13 that has been sold to the authority under a sales agreement. 

14 (2) A requirement that the state not agree to any 

15 amendment of the master settlement agreement that materially 
16 and adversely affects the authority's ability to receive the 
17 state's share that has been sold to the authority. 
18 (3) An agreement that the anticipated use by the state of 

19 bond proceeds received pursuant to the sales agreement shall 
20 be for capital projects, certain debt service on outstanding 

21 obligations that funded capital projects, payment of attorney 

22 fees related to the master settlement agreement, and to 

23 provide a secure and stable source of funding to the state for 
24 purposes designated by this chapter and section 12.65. 
25 (4) A statement that the net proceeds from the sale of 
26 bonds shall be deposited in the tobacco settlement trust fund 
27 established under section 12E.l2 and that in no event shall 

28 the amounts in the trust fund be available or be applied for 

29 payment of bonds or any claim against the authority or any 

30 debt or obligation of the authority. 
31 (5) A requirement that the net proceeds received by the 
32 authority from the sale of any tax-exempt bonds issued to 

33 provide funds for capital projects, certain debt service, and 
34 attorney fees related to the master settlement agreement be 

35 paid by the authority to the state as consideration for the 
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1 sale of that portion of the state's share, that such net 

2 proceeds be deposited by the state upon receipt in the tax-

3 exempt bonds proceeds restricted capital funds account of the 

4 tobacco settlement trust fund, and that such proceeds are to 

5 be held by the authority solely for the benefit of the state, 

6 subject to annual appropriation by the state in accordance 

7 with section 12E.l0, subsection 1, paragraph "b". 

8 (6) A requirement that the net proceeds received by the 

9 authority from the sale of taxable bonds or tax-exempt bonds 

10 issued to provide funds for the purpose specified in section 

11 12.65 be deposited in the endowment for Iowa's health account 

12 of the tobacco settlement trust fund as moneys of the 

13 authority until transferred to the state pursuant to section 

14 12E.l2, subsection 1, paragraph "b", subparagraph (2). Each 

15 amount transferred shall be the consideration received by the 

16 state for that portion of the state's share. 
17 (7) An agreement that the effective date of the sale is 
18 the date of receipt of the bond proceeds by the authority and 

19 the deposits of the net proceeds of the tax-exempt bonds and 

20 the taxable bonds in the respective account of the tobacco 

21 settlement trust fund. 
22 Sec. 10. Section 12E.9, subsection 5, Code 2001, is 

23 amended to read as follows: 

24 5. The authority, the treasurer of state, and the attorney 

25 general shall report to the legislative council and the 

26 executive council on or before the date spee±£±ed-±"-~he 
27 progrsm-p%s" of the sale, advising them of the accomplishment 

28 of the sale, its terms, and conditions. 

29 Sec. 11. Section 12E.l0, Code 2001, is amended by striking 

30 the section and inserting in lieu thereof the following: 

31 12E.l0 TOBACCO SETTLEMENT PROGRAM PLAN. 

32 1. a. The authority shall implement the program plan and 

33 shall proceed with a securitization to maximize the 

34 transference of risks associated with the master settlement 

35 agreement. The authority shall issue tax-exempt bonds in an 

-6-
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1 amount that is sufficient to provide net proceeds in an amount 

2 of not more than five hundred forty million dollars for 

3 deposit in the tax-exempt bonds proceeds restricted capital 

4 funds account of the tobacco settlement trust fund, to be used 

5 for capital projects, certain debt service on outstanding 

6 obligations which funded capital projects, and attorney fees 

7 related to the master settlement agreement. The authority may 

8 also issue taxable bonds or tax-exempt bonds to provide 

9 additional proceeds to be used for the purposes specified in 

10 section 12.65. 

11 b. It is the expectation of the state that not less than 

12 eighty-five percent of the proceeds deposited in the tax-

13 exempt bonds proceeds restricted capital funds account of the 

14 tobacco settlement trust fund will be expended within five 

15 years from the effective date of the sale, consistent with the 

16 requirements of federal law, and that the specific capital 

17 projects, debt service, and attorney fees payments shall be 
18 determined, annually, through appropriations authorized by a 

19 constitutional majority of each house of the general assembly 

20 and approved by the governor. 

21 2. The authority shall periodically report to the 

22 legislative council and the governor regarding implementation 

23 of the program plan and shall, prior to any public offering of 

24 bonds, submit a report to the legislative council and the 

25 governor describing the terms of the proposed bond issue. 

26 3. Any amendment to the program plan shall be authorized 

27 by a constitutional majority of each house of the general 

28 assembly and approved by the governor. 

29 4. To the extent that any provision of the program plan is 

30 inconsistent with this chapter, the provisions of this chapter 

31 shall govern. 

32 Sec. 12. Section 12E.ll, subsections 1, 4, and 5, Code 

33 2001, are amended to read as follows: 

34 1. The authority may issue bonds and ~~e, if bonds are 

35 issued shall make the proceeds from the bonds £or-~he-~~r~o~e 
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1 of-p~o~~d~ftg available to the state pursuant to the sales 
2 agreement to fund capital projects, certain debt service on 

3 outstanding obligations that funded capital projects, and 

4 attorney fees related to the master settlement agreement, and 

5 to provide a secure and stable source of funding to the state, 
6 consistent with the purposes of this chapter and section 
7 12.65. In connection with the issuance of bonds and subject 
8 to the terms of the sales agreement, the authority shall 

9 determine the terms and other details of the financing and the 
10 method of implementation of the program plan. Bonds issued 

11 pursuant to this section may be secured by a pledge of all or 

12 a portion of the state's share and any moneys derived from the 

13 state's share, and any other sources available to the 
14 authority with the exception of moneys in the tobacco 
15 settlement trust fund. The authority may also issue refunding 
16 bonds, including advance refunding bonds, for the purpose of 
17 refunding previously issued bonds, and may issue other types 
18 of bonds, debt obligations, and financing arrangements 

19 necessary to fulfill its purposes or the purposes of this 

20 chapter. 
21 4. Bonds shall state on their face that they are payable 
22 both as to principal and interest solely out of the assets of 
23 the authority pledged for their purpose and do not constitute 
24 an indebtedness of the state or any political subdivision of 
25 the state; are secured solely by and payable solely from 

26 ~eee~p~~-ttftde~-~he-ma~~e~-~e~~~emeft~-ag~eemeft~ assets of the 

27 authority pledged for such purpose; constitute neither a 

28 general, legal, or moral obligation of the state or any of its 

29 political subdivisions; and that the state has no obligation 
30 or intention to satisfy any deficiency or default of any 
31 payment of the bonds. 

32 5. Any amount pledged by the authority to be received 

33 under the master settlement agreement shall be valid and 

34 binding at the time the pledge is made. Reee~p~8 Amounts so 

35 pledged and then or thereafter received by the authority shall 

-8-
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1 immediately be subject to the lien of such pledge without any 

2 physical delivery thereof or further act. The lien of any 

3 such pledge shall be valid and binding as against all parties 

4 having claims of any kind against the authority, whether such 

5 parties have notice of the lien. Notwithstanding any other 

6 provision to the contrary, the resolution of the authority or 

7 any other instrument by which a pledge is created need not be 

8 recorded or filed to perfect such pledge. 

9 Sec. 13. Section 12E.ll, subsection 7, paragraph c, Code 

10 2001, is amended to read as follows: 

11 c. The bonds shall be subject to the terms, conditions, 

12 and covenants providing for the payment of the principal, 

13 redemption premiums, if any, interest which may be fixed or 

14 variable during any period the bonds are outstanding, and 
15 other terms, conditions, covenants, and protective provisions 

16 safeguarding payment, not inconsistent with this chapter and 

17 as determined by resolution of the board authorizing their 

18 issuance. 

19 Sec. 14. Section 12E.ll, Code 2001, is amended by adding 

20 the following new subsection: 

21 NEW SUBSECTION. 11. The state reserves the right at any 

22 time to alter, amend, repeal, or otherwise change the 

23 structure, organization, programs, or activities of the 

24 authority, including the power to terminate the authority, 

25 except that a law shall not be enacted that impairs any 

26 obligation made pursuant to a sales agreement or any contract 

27 entered into by the authority with or on behalf of the holders 

28 of the bonds to the extent that any such law would contravene 

29 Article I, section 21, of the Constitution of the State of 

30 Iowa or Article I, section 10, of the Constitution of the 

31 United States. 

32 Sec. 15. Section 12E.l2, subsection 1, Code 2001, is 

33 amended to read as follows: 

34 1. a. A tobacco settlement trust fund is established, 

35 separate and apart from all other public moneys or funds of 

-9-
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1 the state, under the control of the authority. The fund shall 

2 consist of moneys paid to the authority and not pledged to the 

3 payment of bonds or otherwise obligated. Such moneys shall 

4 include but are not limited to payments received from the 

5 master settlement agreement which are not pledged to the 

6 payment of bonds or which are subsequently released from a 

7 pledge to the payment of any bonds: payments which, in 

8 accordance with any sales agreement with the state, are to be 

9 paid to the state and not pledged to the bonds, including that 

10 portion of the proceeds of any bonds designated for purchase 
11 of all or a portion of the state's share, which are designated 
12 for deposit in the fund, together with all interest, 

13 dividends, and rents on the bonds: and all securities or 

14 investment income and other assets acquired by and through the 

15 use of the moneys belonging to the fund and any other moneys 

16 deposited in the fund. Moneys in the fund are to be used 

17 solely and only for the payment of all amounts due and to 

18 become due to the state, and shall not be used for any other 

19 purpose. Such moneys shall not be available for the payment 

20 of any claim against the authority or any debt or obligation 
21 of the authority. 

22 b. The fund shall consist of the following accounts: 

23 (1) The tax-exempt bonds proceeds restricted capital funds 

24 account. The net proceeds of tax-exempt bonds issued to 

25 provide funds for capital projects, certain debt service, and 

26 attorney fees related to the master settlement agreement which 
27 the state treasurer is authorized and directed to deposit on 

28 behalf of the state, shall be deposited in the account and 

29 shall be used to fund capital projects, certain debt service, 

30 and the payment of attorney fees related to the master 

31 settlement agreement. 

32 (2) The endowment for Iowa's health account. The net 

33 proceeds of the taxable bonds or tax-exempt bonds issued to 

34 provide funds for the purposes specified in section 12.65 

35 which the authority is directed to deposit in the account, any 

-10-



S.F. H.F. 

1 portion o·f the state's share which is not sold to the 
2 authority, and any other moneys appropriated by the state for 
3 deposit in the account shall be deposited in the account and 

4 shall be used for the purposes specified in section 12.65. 

5 (a) There is transferred from the endowment for Iowa's 

6 health account of the tobacco settlement trust fund to the 

7 healthy Iowans tobacco trust for the fiscal year beginning 

8 July 1, 2001, and ending June 30, 2002, the amount of fifty-

9 five million dollars, to be used for the purposes specified in 

10 section 12.65. 
11 (b) For each fiscal year beginning July 1, 2002, and 
12 annually thereafter, there is transferred from the endowment 

13 for Iowa's health account of the tobacco settlement trust fund 

14 to the healthy Iowans tobacco trust fifty-five million dollars 

15 plus an inflationary factor of one and one-half percent of the 

16 amount transferred in the previous fiscal year. Any transfer 
17 in an amount not in accordance with this subparagraph shall 
18 not be made unless authorized by a three-fifths majority of 
19 each house and approved by the governor. 
20 Sec. 16. Section 12E.l2, subsection 3, Code 2001, is 

21 amended by adding the following new paragraph: 
22 NEW PARAGRAPH. e. If consistent with the investment 

23 policy established by the board, the authority may invest 

24 moneys of or held by the authority in structured notes and 
25 investment agreements, the repayment of the principal amount 

26 of which is protected or guaranteed. 
27 Sec. 17. Section 12E.l7, Code 2001, is amended to read as 

28 follows: 
29 12E.l7 DISSOLUTION OF THE AUTHORITY. 

30 The authority shall dissolve no later than two years from 

31 the date of final payment of all outstanding bonds and the 

32 satisfaction of all outstanding obligations of the authority, 

33 except to the extent necessary to remain in existence to 
34 fulfill any outstanding covenants or provisions with 
35 bondholders or third parties made in accordance with this 

-11-
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1 chapter. Upon dissolution of the authority, all assets of the 

2 authority shall be returned to the state and shall be 

3 deposited in the healthy Iowans tobacco se~~~emeft~-endowmen~ 

4 £ttftd trust, unless otherwise directed by the general assembly, 

5 and the authority shall execute any necessary assignments or 

6 instruments, including any assignment of any right, title, or 
7 ownership to the state for receipt of payments under the 

8 master settlement agreement. 
9 Sec. 18. 2000 Iowa Acts, chapter 1208, section 24, as 

10 amended by 2001 Iowa Acts, Senate File 258, section 1, is 

11 repealed. 
12 Sec. 19. EFFECTIVE DATE -- DEPOSIT OF FUNDS. Until the 

13 effective date of the sale as provided in section 12E.9, the 
14 state's share shall be deposited in the healthy Iowans tobacco 
15 trust created in section 12.65. Upon the effective date of 
16 the sale, the state's share shall be transferred or deposited 
17 in accordance with any sales agreement and chapter 12E. 
18 Sec. 20. EFFECTIVE DATE. This Act, being deemed of 

19 immediate importance, takes effect upon enactment. 

20 EXPLANATION 

21 This bill amends Code chapter 12E, relating to the tobacco 
22 settlement authority, to provide for implementation of the 
23 program plan submitted by the tobacco settlement authority to 
24 the legislative council and the executive council to provide a 
25 secure and stable source of funding for the purposes 
26 designated in Code section 12.65 (the tobacco settlement 

27 endowment fund) amended in the bill to be renamed the healthy 

28 Iowans tobacco trust. The program plan to be implemented 

29 provides for securitization of the portion of the state's 

30 share of the tobacco master settlement agreement sold to the 

31 tobacco settlement authority. The bill directs the authority 
32 to sell tax-exempt bonds in specified amounts to be used for 
33 capital projects, certain debt service, and payment of 

34 attorney fees related to the master settlement agreement. The 

35 bill also authorizes the authority to issue taxable bonds or 

-12-
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1 tax-exempt bonds to provide additional proceeds to be used for 
2 the purposes specified in Code section 12.65. 

3 The bill provides that the state reserves the right to 

4 alter, amend, repeal, or otherwise change the structure, 

5 organization, programs, or activities of the authority, except 

6 that no law is to be enacted that impairs any obligation made 
7 under a sales agreement or contract which would contravene 
8 constitutional provisions. 

9 The bill amends the section of Code chapter 12E relating to 

10 the tobacco settlement trust fund to provide for two separate 

11 accounts within the fund. The net proceeds of the tax-exempt 

12 bonds are to be deposited in the tax-exempt bonds proceeds 

13 restricted capital funds account to be used to fund capital 
14 projects, certain debt service, and payment of attorney fees 
15 related to the master settlement agreement. The net proceeds 
16 of the taxable bonds, any portion of the state's share which 
17 is not sold to the authority, and any other moneys 

18 appropriated by the state for deposit in the account are to be 

19 deposited in the endowment for Iowa's health account. 

20 The bill provides for a transfer of $55 million from the 
21 endowment for Iowa's health account to the healthy Iowans 
22 tobacco trust created in Code section 12.65, for the fiscal 
23 year beginning July 1, 2001, and ending June 30, 2002. For 
24 the fiscal year beginning July 1, 2002, and annually 

25 thereafter, a transfer of $55 million plus an inflationary 

26 factor of 1 1/2 percent of the amount transferred in the 

27 previous year is required to be transferred from the endowment 

28 for Iowa's health account to the healthy Iowans tobacco trust 

29 created in Code section 12.65. 

30 The bill also amends Code section 12.65 to rename the 
31 "tobacco settlement endowment fund" the "healthy Iowans 

32 tobacco trust". Moneys appropriated from the endowment for 

33 Iowa's health account and from any other source are to be 

34 deposited in the trust to be used in accordance with 

35 appropriations made from the trust for purposes related to 
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1 health care, substance abuse treatment and enforcement, 

2 tobacco use prevention and control, and other purposes related 

3 to the needs of children, adults, and families in the state. 

4 The bill eliminates the savings account for healthy Iowans 

5 within the trust. 

6 The bill provides that until the sale of the portion of the 

7 state's share is effective, the state's share is to be 

8 deposited in the healthy Iowans tobacco trust created in Code 

9 section 12.65. Upon the effective date of the sale, the 

10 state's share is to be transferred or deposited in accordance 

11 with the sales agreement and Code chapter 12E. 

12 The bill takes effect upon enactment. 
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A Bill FOR 

1 An Act relating to matters related to the tobacco settlement 
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settlement trust fund, and the tobacco settlement endowment 
fund, and providing an effective date. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

TLSB 3581SV 79 

pf/gg/8 



S.F. ,SJ.2 H.F. 

1 Section 1. Section 12.65, Code 2001, is amended to read as 

2 follows: 

3 12.65 HEALTHY IOWANS TOBACCO SE~~bEMEN~-ENB9WMEN~-PBNB 

4 TRUST. 

5 1. A healthy Iowans tobacco ~e~tiemen~-endowmen~-£~nd 

6 trust is created in the office of the treasurer of state. 

7 A£~er-payment-o£-iitiga~ion-eo~t~,-aii-money~-paid-~o-the 

8 ~tate-p~r~~ant-to-the-ma~~er-~et~iemen~-agreement7-a~-de£ined 

9 ±n-~ee~ion-453e.i, Moneys transferred to the healthy Iowans 

10 tobacco trust from the endowment for Iowa's health account of 

11 the tobacco settlement trust fund established in section 

12 12E.l2 and appropriated or transferred from any other source 

13 shall be deposited in the £~nd healthy Iowans tobacco trust. 

14 z.--Any-money~-paid-~o-~he-~~a~e-by-~he-tobaeeo-~e~~iemen~ 

15 a~~hority-p~r~~ant-to-ehap~er-izE-~haii-be-depo~±ted-in-~he 

16 £~nd.--Addit±onaiiy,-the-~tate~~-~hare-o£-the-money~-whieh-are 

17 no~-~oid-~o-the-~obaeeo-~ettiement-a~thori~y-p~r~~an~-to 

18 ehapter-izE-~haii-be-depo~ited-in-the-£ttnd. 

19 3. 2. Moneys deposited in the £~nd healthy Iowans tobacco 

20 trust shall be used only in accordance with appropriations 

21 from the £~nd healthy Iowans tobacco trust for purposes 

22 related to health care, substance abuse treatment and 

23 enforcement, tobacco use prevention and control, and other 

24 purposes related to the needs of children, adults, and 

25 families in the state. 

26 4.--A-~av±ngs-aeeo~n~-£or-heaithy-fowan~-i~-ereated-w±th±n 

27 the-tobaeeo-~etttement-endowment-ftlnd.--Money~ 7-appropr±ated 

28 ann~aity7-~hait-be-depo~ited-±n-the-aeeo~nt-and-~hait-be 

29 ±nve~ted-to-provide-an-ongoing-so~ree-o£-inve~tment-earning~. 

30 5, 3. Notwithstanding section 8.33, any unexpended balance 

31 in the £tlnd healthy Iowans tobacco trust at the end of the 

32 fiscal year shall be retained in the ftlnd trust. 

33 Notwithstanding section 12C.7, subsection 2, interest or 

34 earnings on investments or time deposits of the moneys in the 

35 healthy Iowans tobacco ~ettiement-endowment-£~nd,-in-the 
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1 sa~iftgs-aeeottftt-£or-h~aithy-fowafts;-aftd-ift-afty-other-aeeottftt 

2 ~stabi±sh~d-w±thift-th~-~ttftd trust shall be credited to the 

3 healthy Iowans tobacco s~tti~m~ftt-~ftdowm~ftt-~ttftd7-to-the 

4 sa~±ftgs-aeeottftt-~or-h~aithy-fowafts7-or-to-afty-other-aeeottftt 

5 ~stabi±shed;-r~s~~eti~~iy trust. 

6 6.--Por-th~-~ttr~os~s-o~-this-seetioft7-4iitigatioft-eosts4 

7 are-those-eosts-±temized-by-th~-attorftey-gefterai-aftd-sttbmitted 

8 to-aftd-a~~ro~~d-by-th~-attorft~y-geft~rai. 

9 7• 4. Moneys in the ~ttftd healthy Iowans tobacco trust 

10 shall be considered part of the general fund of the state for 

11 cash flow purposes only, provided any moneys used for cash 

12 flow purposes are returned to the ~ttftd trust by the close of 

13 each fiscal year. 

14 Sec. 2. Section 12E.2, Code 2001, is amended by adding the 

15 following new subsections: 

16 NEW SUBSECTION. 4A. "Healthy Iowans tobacco trust" means 

7 the healthy Iowans tobacco trust created in section 12.65. 

8 NEW SUBSECTION. 4B. "Interest rate agreement" means an 

19 interest rate swap or exchange agreement, an agreement 

20 establishing an interest rate floor or ceiling or both, or any 

21 similar agreement. Any such agreement may include the option 

22 to enter into or cancel the agreement or to reverse or extend 

23 the agreement. 

24 NEW SUBSECTION. SA. "Net proceeds" means the amount of 

25 proceeds remaining following each sale of bonds which are not 

26 required by the authority to establish and fund reserve funds 

27 and to pay the costs of issuance and other expenses and fees 

28 directly related to the authorization and issuance of bonds. 

29 Sec. 3. Section 12E.2, subsections 7, 8, and 10, Code 

30 2001, are amended to read as follows: 

31 7. "Program plan" means the tobacco settlement program 

32 plan ~stabi±sh~d-±ft-this-eha~t~r dated February 14, 2001, 

33 including exhibits to the program plan, submitted by the 

34 authority to the legislative council and the executive 

5 council, to provide the state with a secure and stable source 
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1 of funding for the purposes designated by this chapter and 

2 section 12.65. 

3 8. "Qualified investments" means investments of the 

4 authority authorized by pursuant to this chapter. 

5 10. "State's share" means all of the ~~e~e~~-mefte~ery 

6 r±gnt~-eftd-±fttere~t~,-eii-r±gnt~-e£-eft£ereemeftt7-eftd-eii 

7 r±gnt~-fteee~~ery-eftd-eeft~eftieft~-£er-eft£ereemeftt-e£-the~e 

8 meftetery-r±gnt~-eftd-±fttere~t~-±ft-the-me~ter-~ettiemeftt 

9 egreemeftt following: 

10 a. All payments required to be made by tobacco product 

11 manufacturers to the state, and the state's rights to receive 

12 such payments, under the master settlement agreement. 

13 b~ To the extent that such amounts have been assigned to 

14 the state, all payments of attorney fees required to be made 

15 by tobacco product manufacturers under the master settlement 

16 agreement, and all rights to receive such attorney fees. 

17 Sec. 4. Section 12E.2, Code 2001, is amended by adding the 

18 following new subsections: 

19 NEW SUBSECTION. lOA. "Tax-exempt bonds" means bonds 

20 issued by the authority that are accompanied by a written 

21 opinion of legal counsel to the authority that the bonds are 

22 excluded from the gross income of the recipients for federal 

23 income tax purposes. 

24 NEW SUBSECTION. lOB. "Taxable bonds" means bonds issued 

25 by the authority that are not accompanied by a written opinion 

26 of legal counsel to the authority that the bonds are excluded 

27 from the gross income of the recipients for federal income tax 

28 purposes. 

29 Sec. 5. Section 12E.2, subsection 11, Code 2001, is 

30 amended by striking the subsection. 

31 Sec. 6. Section 12E.3, subsection 2, paragraphs a and d, 

32 Code 2001, are amended to read as follows: 

33 a. To implement and administer the program plan and to 

34 establish a stable source of revenue to be used for the 

35 purposes designated in this chapter and section 12.65. 

-3-



S.F. H.F. 

1 d. To sell, pledge, or assign, as security or 

2 consideration, all or a portion of the state's share sold to 

3 the authority pursuant to a sales agreement, to provide for 

4 and secure the issuance and repayment of its bonds. 

5 Sec. 7. Section 12E.8, subsection 1, paragraphs g and h, 

6 Code 2001, are amended to read as follows: 

7 g. The power to invest or deposit moneys of or held by the 

8 authority in any manner determined by the authority, 

9 notwithstanding chapter 12B or 12C. 

10 h. The power to procure insurance, other credit 

11 enhancements, and other financing arrangements, and to execute 

12 instruments and contracts and to enter into agreements 

13 convenient or necessary to facilitate financing arrangements 

14 of the authority and to fulfill ±t~ the purposes of the 

15 authority under this chapter, including but not limited to 

16 such arrangements, instruments, contracts, and agreements as 

7 municipal bond insurance, liquidity facilities, interest rate 

8 agreements, and letters of credit. 

19 Sec. 8. Section 12E.8, subsection 1, Code 2001, is amended 

20 by adding the following new paragraphs: 

21 NEW PARAGRAPH. k. The power to acquire, own, hold, 

22 administer, and dispose of property. 

23 NEW PARAGRAPH. 1. The power to determine, in connection 

24 with the issuance of bonds, and subject to the sales 

25 agreement, the terms and other details of financing, and the 

26 method of implementation of the program plan. 

27 NEW PARAGRAPH. m. The power to perform any act not 

28 inconsistent with federal or state law necessary to carry out 

29 the purposes of the authority. 

30 Sec. 9. Section 12E.9, subsection 1, Code 2001, is amended 

31 by striking the subsection and inserting in lieu thereof the 

32 following: 

33 1. a. The governor or the governor's designee shall sell 

and assign all or a portion of the state's share to the 

5 authority pursuant to one or more sales agreements for the 
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1 purpose of securitization as described in the program plan and 

2 as specified in section 12E.l0. The attorney general shall 

3 assist the governor in the preparation and review of all 

4 necessary documentation to effect such a sale as soon as 

5 reasonably practicable. 

6 b. Any sales agreement shall be consistent with the 

7 program plan and this chapter. The terms and conditions of 

8 the sale established in such sales agreement may include but 

9 are not limited to any of the following: 

10 (1) A requirement that the state enforce, at the sole 

11 expense of the authority, the provisions of the master 

12 settlement agreement that require payment of the state's share 

13 that has been sold to the authority under a sales agreement. 

14 (2) A requirement that the state not agree to any 

15 amendment of the master settlement agreement that materially 
16 and adversely affects the authority's ability to receive the 

17 state's share that has been sold to the authority. 

18 (3) An agreement that the anticipated use by the state of 

19 bond proceeds received pursuant to the sales agreement shall 

20 be for capital projects, certain debt service on outstanding 

21 obligations that funded capital projects, payment of attorney 

22 fees related to the master settlement agreement, and to 
23 provide a secure and stable source of funding to the state for 

24 purposes designated by this chapter and section 12.65. 

25 (4) A statement that the net proceeds from the sale of 

26 bonds shall be deposited in the tobacco settlement trust fund 

27 established under section 12E.l2 and that in no event shall 

28 the amounts in the trust fund be available or be applied for 

29 payment of bonds or any claim against the authority or any 
30 debt or obligation of the authority. 

31 (5) A requirement that the net proceeds received by the 

32 authority from the sale of any tax-exempt bonds issued to 

33 provide funds for capital projects, certain debt service, and 

34 attorney fees related to the master settlement agreement be 

35 paid by the authority to the state as consideration for the 
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1 sale of that portion of the state's share, that such net 

2 proceeds be deposited by the state upon receipt in the tax-

3 exempt bond proceeds restricted capital funds account of the 

4 tobacco settlement trust fund, and that such proceeds are to 

5 be held by the authority solely for the benefit of the state, 

6 subject to annual appropriation by the state in accordance 

7 with section 12E.l0, subsection 1, paragraph "b". 

8 (6) A requirement that the net proceeds received by the 

9 authority from the sale of taxable bonds or tax-exempt bonds 

10 issued to provide funds for the purposes specified in section 

11 12.65 be deposited in the endowment for Iowa's health account 

12 of the tobacco settlement trust fund as moneys of the 

13 authority until transferred to the state pursuant to section 

14 12E.l2, subsection 1, paragraph ''b", subparagraph (2). Each 

15 amount transferred shall be the consideration received by the 

16 state for that portion of the state's share. 

(7) An agreement that the effective date of the sale is 

the date of receipt of the bond proceeds by the authority and 

19 the deposits of the net proceeds of the tax-exempt bonds and 

20 any taxable bonds in the respective accounts of the tobacco 

21 settlement trust fund. 

22 Sec. 10. Section 12E.9, subsection 5, Code 2001, is 

23 amended to read as follows: 

24 5. The authority, the treasurer of state, and the attorney 

25 general shall report to the legislative council and the 

26 executive council on or before the date ~peei£ied-i"-the 

27 p~og~am-pte" of the sale, advising them of the aeeompt±~hme"t 

28 status of the sale, its terms, and conditions. 

29 Sec. 11. Section 12E.l0, Code 2001, is amended by striking 

30 the section and inserting in lieu thereof the following: 

31 12E.l0 TOBACCO SETTLEMENT PROGRAM PLAN. 

32 1. a. The authority shall implement the program plan and 

33 shall proceed with a securitization to maximize the 

34 transference of risks associated with the master settlement 

5 agreement. The authority shall issue tax-exempt bonds in an 
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1 amount that is sufficient to provide net proceeds in an amount 

2 of not more than five hundred forty million dollars for 

3 deposit in the tax-exempt bond proceeds restricted capital 

4 funds account of the tobacco settlement trust fund, to be used 

5 for capital projects, certain debt service on outstanding 

6 obligations which funded capital projects, and attorney fees 

7 related to the master settlement agreement. The authority may 

8 also issue taxable bonds or tax-exempt bonds to provide 

9 additional amounts to be used for the purposes specified in 

10 section 12.65. 

11 b. It is the expectation of the state that not less than 

12 eighty-five percent of the proceeds deposited in the tax-

13 exempt bond proceeds restricted capital funds account of the 

14 tobacco settlement trust fund will be expended within five 

15 years from the effective date of the sale, consistent with the 

16 requirements of federal law, and that the specific capital 

17 projects, debt service, and attorney fees payments shall be 

18 determined, annually, through appropriations authorized by a 

19 constitutional majority of each house of the general assembly 

20 and approved by the governor. 

21 2. The authority shall periodically report to the 

22 legislative council and the governor regarding implementation 

23 of the program plan and shall, prior to any public offering of 

24 bonds, submit a report to the legislative council and the 

25 governor describing the terms of the proposed bond issue. 

26 3. Any amendment to the program plan shall be authorized 

27 by a constitutional majority of each house of the general 

28 assembly and approved by the governor. 

29 4. To the extent that any provision of the program plan is 

30 inconsistent with this chapter, the provisions of this chapter 

31 shall govern. 

32 Sec. 12. Section 12E.ll, subsections l, 4, and 5, Code 

33 2001, are amended to read as follows: 

34 1. The authority may issue bonds and ~~~, if bonds are 

35 issued, shall make the proceeds from the bonds £or-the-p~rpo~e 
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1 or-providing available to the state pursuant to the sales 

2 agreement to fund capital projects, certain debt service on 

3 outstanding obligations that funded capital projects, and 

4 attorney fees related to the master settlement agreement, and 

5 to provide a secure and stable source of funding to the state, 

6 consistent with the purposes of this chapter and section 

7 12.65. In connection with the issuance of bonds and subject 

8 to the terms of the sales agreement, the authority shall 

9 determine the terms and other details of the financing and the 

10 method of implementation of the program plan. Bonds issued 

11 pursuant to this section may be secured by a pledge of all or 

12 a portion of the state's share and any moneys derived from the 

13 state's share, and any other sources available to the 

14 authority with the exception of moneys in the tobacco 

15 settlement trust fund. The authority may also issue refunding 

16 bonds, including advance refunding bonds, for the purpose of 
7 refunding previously issued bonds, and may issue other types 

8 of bonds, debt obligations, and financing arrangements 

19 necessary to fulfill its purposes or the purposes of this 
20 chapter. 

21 4. Bonds shall state on their face that they are payable 

22 both as to principal and interest solely out of the assets of 

23 the authority pledged for their purpose and do not constitute 

24 an indebtedness of the state or any political subdivision of 
25 the state; are secured solely by and payable solely from 
26 reeeipt~-ttnder-the-ma~ter-~ettiement-agreement assets of the 

27 authority pledged for such purpose; constitute neither a 

28 general, legal, or moral obligation of the state or any of its 

29 political subdivisions; and that the state has no obligation 

30 or intention to satisfy any deficiency or default of any 
31 payment of the bonds. 

32 5. Any amount pledged by the authority to be received 

33 under the master settlement agreement shall be valid and 
34 binding at the time the pledge is made. Reeeipt~ Amounts so 

5 pledged and then or thereafter received by the authority shall 
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1 immediately be subject to the lien of such pledge without any 

2 physical delivery thereof or further act. The lien of any 

3 such pledge shall be valid and binding as against all parties 

4 having claims of any kind against the authority, whether such 

5 parties have notice of the lien. Notwithstanding any other 

6 provision to the contrary, the resolution of the authority or 

7 any other instrument by which a pledge is created need not be 

8 recorded or filed to perfect such pledge. 

9 Sec. 13. Section 12E.ll, subsection 7, paragraph c, Code 

10 2001, is amended to read as follows: 

11 c. The bonds shall be subject to the terms, conditions, 

12 and covenants providing for the payment of the principal, 

13 redemption premiums, if any, interest which may be fixed or 

14 variable during any period the bonds are outstanding, and 

15 other terms, conditions, covenants, and protective provisions 

16 safeguarding payment, not inconsistent with this chapter and 

17 as determined by resolution of the board authorizing their 

18 issuance. 
19 Sec. 14. Section 12E.ll, Code 2001, is amended by adding 

20 the following new subsection: 

21 NEW SUBSECTION. 11. The state reserves the right at any 

22 time to alter, amend, repeal, or otherwise change the 

23 structure, organization, programs, or activities of the 

24 authority, including the power to terminate the authority, 

25 except that a law shall not be enacted that impairs any 
26 obligation made pursuant to a sales agreement or any contract 

27 entered into by the authority with or on behalf of the holders 

28 of the bonds to the extent that any such law would contravene 

29 Article I, section 21, of the Constitution of the State of 

30 Iowa or Article I, section 10, of the Constitution of the 

31 United States. 
32 Sec. 15. Section 12E.l2, subsection 1, Code 2001, is 

33 amended to read as follows: 
34 1. a. A tobacco settlement trust fund is established, 

35 separate and apart from all other public moneys or funds of 
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1 the state, under the control of the authority. The fund shall 

2 consist of moneys paid to the authority and not pledged to the 

3 payment of bonds or otherwise obligated. Such moneys shall 

4 include but are not limited to payments received from the 

5 master settlement agreement which are not pledged to the 

6 payment of bonds or which are subsequently released from a 

7 pledge to the payment of any bonds: payments which, in 

8 accordance with any sales agreement with the state, are· to be 

9 paid to the state and not pledged to the bonds, including that 

10 portion of the proceeds of any bonds designated for purchase 

11 of all or a portion of the state's share, which are designated 

12 for deposit in the fund, together with all interest, 

13 dividends, and rents on the bonds: and all securities or 

14 investment income and other assets acquired by and through the 

15 use of the moneys belonging to the fund and any other moneys 

16 deposited in the fund. Moneys in the fund are to be used 

7 solely and only for the payment of all amounts due and to 

8 become due to the state, and shall not be used for any other 

19 purpose. Such moneys shall not be available for the payment 
20 of any claim against the authority or any debt or obligation 

21 of the authority. 
22 b. The fund shall consist of the following accounts: 

23 (1) The tax-exempt bond proceeds restricted capital funds 

24 account. The net proceeds of tax-exempt bonds issued to 

25 provide funds for capital projects, certain debt service, and 

26 attorney fees related to the master settlement agreement which 

27 the state treasurer is authorized and directed to deposit on 

28 behalf of the state, shall be deposited in the account and 

29 shall be used to fund capital projects, certain debt service, 
30 and the payment of attorney fees related to the master 

31 settlement agreement. 

32 (2) The endowment for Iowa's health account. The net 

33 proceeds of any taxable bonds or tax-exempt bonds issued to 

provide funds for the purposes specified in section 12.65 

5 which the authority is directed to deposit in the account, any 
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1 portion of the state's share which is not sold to the 

2 authority, and any other moneys appropriated by the state for 

3 deposit in the account shall be deposited in the account and 

4 shall be used for the purposes specified in section 12.65. 

5 (a) There is transferred from the endowment for Iowa's 

6 health account of the tobacco settlement trust fund to the 

7 healthy Iowans tobacco trust for the fiscal year beginning 

8 July 1, 2001, and ending June 30, 2002, the amount of fifty-

9 five million dollars, to be used for the purposes specified in 

10 section 12.65. 

11 (b) For each fiscal year beginning July 1, 2002, and 

12 annually thereafter, there is transferred from the endowment 

13 for Iowa's health account of the tobacco settlement trust fund 

14 to the healthy Iowans tobacco trust fifty-five million dollars 

15 plus an inflationary factor of one and one-half percent of the 

16 amount transferred in the previous fiscal year. Any transfer 

17 in an amount not in accordance with this subparagraph shall 

18 not be made unless authorized by a three-fifths majority of 

19 each house and approved by the governor. 

20 Sec. 16. Section 12E.l2, subsection 3, Code 2001, is 

21 amended by adding the following new paragraph: 

22 NEW PARAGRAPH. e. If consistent with the investment 

23 policy established by the board, the authority may invest 

24 moneys of or held by the authority in structured notes and 

25 investment agreements, the repayment of the principal amount 

26 of which is protected or guaranteed. 

27 Sec. 17. Section 12E.l3, subsection 5, Code 2001, is 

28 amended to read as follows: 

29 5. All moneys of the authority or moneys held by the 

30 authority shall be invested and held in the name of the 

31 authority, whether they are held for the benefit, security, or 

32 future payment to holders of bonds or to the state. All such 

33 moneys and investments shall be considered moneys and 

34 investments of the authority with the exception of moneys in 

35 the tax-exempt bond proceeds restricted capital funds account 
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1 of the tobacco settlement trust fund which are moneys of the 

2 state. 

3 Sec. 18. Section 12E.l7, Code 2001, is amended to read as 

4 follows: 

5 12E.l7 DISSOLUTION OF THE AUTHORITY. 

6 The authority shall dissolve no later than two years from 

7 the date of final payment of all outstanding bonds and the 

8 satisfaction of all outstanding obligations of the authority, 

9 except to the extent necessary to remain in existence to 

10 fulfill any outstanding covenants or provisions with 

11 bondholders or third parties made in accordance with this 

12 chapter. Upon dissolution of the authority, all assets of the 

13 authority shall be returned to the state and shall be 

14 deposited in the healthy Iowans tobacco ~e~~ieme~~-e~dewme~~ 

15 £~~d trust, unless otherwise directed by the general assembly, 

16 and the authority shall execute any necessary assignments or 

17 instruments, including any assignment of any right, title, or 

18 ownership to the state for receipt of payments under the 

19 master settlement agreement. 

20 Sec. 19. 2000 Iowa Acts, chapter 1208, section 24, as 

21 amended by 2001 Iowa Acts, Senate File 258, section 1, is 

22 repealed. 

23 Sec. 20. EFFECTIVE DATE -- DEPOSIT OF FUNDS. Until the 

24 effective date of the sale as provided in section 12E.9, the 

25 state's share shall be deposited in the healthy Iowans tobacco 

26 trust created in section 12.65. Upon the effective date of 

27 the sale, the 

28 in accordance 

29 Sec. 21. 

state's share shall be transferred or deposited 

with any sales agreement and chapter 12E. 

EFFECTIVE DATE. This Act, being deemed of 

30 immediate importance, takes effect upon enactment. 

31 EXPLANATION 

32 This bill amends Code chapter l2E, relating to the tobacco 

33 settlement authority, to provide for implementation of the 

34 program plan submitted by the tobacco settlement authority to 

35 the legislative council and the executive council to provide a 
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1 secure and stable source of funding for the purposes 

2 designated in Code section 12.65 (the tobacco settlement 

3 endowment fund) amended in the bill to be renamed the healthy 

4 Iowans tobacco trust. The program plan to be implemented 

5 provides for securitization of the portion of the state's 

6 share of the tobacco master settlement agreement sold to the 

7 tobacco settlement authority. The bill directs the authority 

8 to sell tax-exempt bonds in specified amounts to be used for 

9 capital projects, certain debt service, and payment of 

10 attorney fees related to the master settlement agreement. The 

11 bill also authorizes the authority to issue taxable bonds or 

12 tax-exempt bonds to provide additional proceeds to be used for 

13 the purposes specified in Code section 12.65. 

14 The bill provides that the state reserves the right to 

15 alter, amend, repeal, or otherwise change the structure, 
16 organization, programs, or activities of the authority, except 

17 that no law is to be enacted that impairs any obligation made 

18 under a sales agreement or contract which would contravene 

19 constitutional provisions. 

20 The bill amends the section of Code chapter 12E relating to 

21 the tobacco settlement trust fund to provide for two separate 

22 accounts within the fund. The net proceeds of the tax-exempt 

23 bonds are to be deposited in the tax-exempt bond proceeds 

24 restricted capital funds account to be used to fund capital 
25 projects, certain debt service, and payment of attorney fees 

26 related to the master settlement agreement. The net proceeds 

27 of any taxable bonds or tax exempt bonds issued to provide 

28 funds for the purposes specified in section 12.65, any portion 

29 of the state's share which is not sold to the authority, and 

30 any other moneys appropriated by the state for deposit in the 

31 account are to be deposited in the endowment for Iowa's health 

32 account. 
33 The bill provides for a transfer of $55 million from the 

34 endowment for Iowa's health account to the healthy Iowans 

35 tobacco trust created in Code section 12.65, for the fiscal 
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1 year beginning July 1, 2001, and ending June 30, 2002. For 

2 the fiscal year beginning July 1, 2002, and annually 

3 thereafter, a transfer of $55 million plus an inflationary 

4 factor of 1 1/2 percent of the amount transferred in the 

5 previous year is required to be transferred from the endowment 

6 for Iowa's health account to the healthy Iowans tobacco trust 

7 created in Code section 12.65. 

8 The bill also amends Code section 12.65 to rename the 

9 "tobacco settlement endowment fund" the "healthy Iowans 

10 tobacco trust". Moneys transferred from the endowment for 

11 Iowa's health account and appropriated or transferred from any 

12 other source are to be deposited in the trust to be used in 
13 accordance with appropriations made from the trust for 
14 purposes related to health care, substance abuse treatment and 

15 enforcement, tobacco use prevention and control, and other 

16 purposes related to the needs of children, adults, and 

7 families in the state. The bill eliminates the savings 

8 account for healthy Iowans within the trust. 
19 The bill provides that until the sale of the portion of the 

20 state's share is effective, the state's share is to be 
21 deposited in the healthy Iowans tobacco trust created in Code 

22 section 12.65. Upon the effective date of the sale, the 

23 state's share is to be transferred or deposited in accordance 

24 with the sales agreement and Code chapter 12E. 

25 The bill takes effect upon enactment. 

26 

27 

28 

29 

30 

31 

32 

33 

34 

5 
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1 Amend Senate File 532 as follows: 
2 1. Page 6, line 32, by inserting after the letter 
3 "a." the following: "(1) 11

• 

4 2. Page 6, by striking line 35, and inserting the 
5 following: "agreement." 
6 3. Page 7, by inserting before line 1, the 
7 following: 
8 11 (2) The authority shall issue tax-exempt bonds in 
9 an". 

4. Page 7, by striking line 7, and inserting the 
following: "related to the master settlement 
agreement." 

10 
11 
12 
13 5. Page 7, line 8, by inserting before the word 
14 "also" the following: 
15 11 (3) The authority may". 
16 6. Page 7, by inserting after line 10, the 
17 
18 
19 
20 
21 
22 

following: 
11 (4) Notwithstanding subparagraphs (1) and (2), 

the authority is not required to issue tax-exempt 
bonds if the authority determines that the issuance 
would not be in the best interest of the state due to 
market conditions." 

By JEFF LAMBERTI 

S-3419 FILED APRIL 20, 2001 
ADOPTED 
I f. ;~B3) 
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A BILL FOR 

1 An Act relating to matters related to the tobacco settlement 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

BE 

including the tobacco settlement authority, the tobacco 

settlement trust fund, and the tobacco settlement endowment 

fund, and providing an effective date. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

SF 532 

pf/cc/26 



S.F. 53Z H.F. 

1 Section 1. Section 12.65, Code 2001, is amended to read as 

2 follows: 

3 12.65 HEALTHY IOWANS TOBACCO SE~~bEMEH~-EHBeWMEN~-P8N9 

4 TRUST. 

5 1. A healthy Iowans tobacco ~~tti~me"t-~"dowm~nt-ftt"d 

6 trust is created in the office of the treasurer of state. 

7 Aft~~-paym~"t-of-i±t±gat±on-eo~t~,-a%%-mo"ey~-pa±d-to-th~ 

8 ~tate-pttr~tta"t-to-the-ma~t~r-~~tti~m~nt-agre~ment,-a~-d~fin~d 

9 ±n-~~et±on-453€.%, Moneys transferred to the healthy Iowans 

10 tobacco trust from the endowment for Iowa's health account of 

11 the tobacco settlement trust fund established in section 

12 12E.l2 and appropriated or transferred from any other source 

13 shall be deposited in the fttnd healthy Iowans tobacco trust. 

14 ~.--Any-mon~y~-pa±d-to-th~-~tat~-by-th~-tobaeeo-~etti~m~nt 

15 atttho~±ty-pttr~ttant-to-ehapt~r-l~E-~hall-b~-d~po~±t~d-±n-th~ 

16 fttnd.--Add±t±onally,-the-~tat~~~-~hare-of-th~-mon~y~-wh±eh-ar~ 

17 not-~old-to-th~-tobaeeo-~~ttl~ment-atttho~±ty-pttr~ttant-to 

18 ehapter-l~E-~hal%-b~-d~po~±ted-±n-th~-fttnd. 

19 3. 2. Moneys deposited in the fttnd healthy Iowans tobacco 

20 trust shall be used only in accordance with appropriations 

21 from the fttnd healthy Iowans tobacco trust for purposes 

22 related to health care, substance abuse treatment and 

23 enforcement, tobacco use prevention and control, and other 

24 purposes related to the needs of children, adults, and 

25 families in the state. 

26 4.--A-~a~±"g~-aeeottnt-for-h~althy-yowan~-±~-er~at~d-w±th±n 

27 th~-tobaeeo-~~ttl~m~nt-endowm~nt-fttnd.--Mon~y~,-appropr±at~d 

28 annttaliy 7-~hall-b~-depo~±t~d-in-th~-aeeottnt-and-~hall-b~ 

29 ±n~~~t~d-to-pro~id~-an-ongo±ng-~ottre~-o£-±n~e~tm~nt-~arn±ng~. 

30 s. 3. Notwithstanding section 8.33, any unexpended balance 

31 in the fttnd healthy Iowans tobacco trust at the end .of the 

32 fiscal year shall be retained in the fttnd trust. 

33 Notwithstanding section 12C.7, subsection 2, interest or 

34 earnings on investments or time deposits of the moneys in the 

35 healthy Iowans tobacco ~~ttl~ment-~ndowm~nt-fttnd,-in-th~ 
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1 8a~~~9~-aeeotl~t-fo~-nealtny-fowa~8,-a~d-~~-a~y-otne~-aeeotl~t 

2 e8tabl~shed-w~tn~~-tne-ftl~d trust shall be credited to the 

3 healthy Iowans tobacco ~ettleme~t-e~dowme~t-ftl~d,-to-tne 

4 ~a~~~9s-aeeotl~t-fo~-nealtny-fowa~s,-o~-to-a~y-otne~-aeeotl~t 

5 e~tabl~~ned,-~e~peet~~ely trust. 

6 6.--Po~-tne-ptl~pose~-of-tn~s-8eet~o~,-ul±t~9at±o~-eo~t8u 

7 a~e-tno8e-eo8ts-~tem~~ed-by-tne-atto~~ey-9e~e~al-a~d-~tlbm~tted 

8 to-a~d-app~o~ed-by-tne-atto~~ey-9e~e~al. 

9 7• 4. Moneys in the ftl~d healthy Iowans tobacco trust 

10 shall be considered part of the general fund of the state for 

11 cash flow purposes only, provided any moneys used for cash 

12 flow purposes are returned to the ftl~d trust by the close of 

13 each fiscal year. 

14 Sec. 2. Section 12E.2, Code 2001, is amended by adding the 

15 following new subsections: 

16 NEW SUBSECTION. 4A. "Healthy Iowans tobacco trust" means 

17 the healthy Iowans tobacco trust created in section 12.65. 

18 NEW SUBSECTION. 4B. "Interest rate agreement" means an 

19 interest rate swap or exchange agreement, an agreement 

20 establishing an interest rate floor or ceiling or both, or any 

21 similar agreement. Any such agreement may include the option 

22 to enter into or cancel the agreement or to reverse or extend 

23 the agreement. 

24 NEW SUBSECTION. SA. "Net proceeds" means the amount of 

25 proceeds remaining following each sale of bonds which are not 

26 required by the authority to establish and fund reserve funds 

27 and to pay the costs of issuance and other expenses and fees 

28 directly related to the authorization and issuance of bonds. 

29 Sec. 3. Section 12E.2, subsections 7, 8, and 10, Code 

30 2001, are amended to read as follows: 

31 7. "Program plan" means the tobacco settlement program 

32 plan e8tabl~8ned-~n-tn±8-enapte~ dated February 14, 2001, 

33 including exhibits to the program plan, submitted by the 

34 authority to the legislative council and the executive 

35 council, to provide the state with a secure and stable source 
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1 of funding for the purposes designated by this chapter and 

2 section 12.65. 

3 8. "Qualified investments" means investments of the 

4 authority authorized by pursuant to this chapter. 

5 10. "State's share" means all of the ~~a~e.L~-mof'\e~e~y 

6 ~i~h~~-aftd-if'\~e~e~~~~-aii-~i~h~~-o£-ef'\fo~eemef'\~7-af'\a-aii 

7 ~i~h~~-f'\eee~~a~y-ef'\a-eof'\vef'\ieft~-fo~-ef'\£o~eemeft~-o£-~ho~e 

8 mof'\e~e~y-~i~h~~-ef'\a-if'\~e~e~~~-in-~he-me~~e~-~e~~iemef'\~ 

9 e~~eemef'\~ following: 

10 a. All payments required to be made by tobacco product 

11 manufacturers to the state, and the state's rights to receive 

12 such payments, under the master settlement agreement. 

13 b. To the extent that such amounts have been assigned to 

14 the state, all payments of attorney fees required to be made 

15 by tobacco product manufacturers under the master settlement 

16 agreement, and all rights to receive such attorney fees. 

17 Sec. 4. Section 12E.2, Code 2001, is amended by adding the 

18 following new subsections: 

19 NEW SUBSECTION. lOA. "Tax-exempt bonds" means bonds 

20 issued by the authority that are accompanied by a written 

21 opinion of legal counsel to the authority that the bonds are 

22 excluded from the gross income of the recipients for federal 

23 income tax purposes. 

24 NEW SUBSECTION. lOB. "Taxable bonds" means bonds issued 

25 by the authority that are not accompanied by a written opinion 

26 of legal counsel to the authority that the bonds are excluded 

27 from the gross income of the recipients for federal income tax 

28 purposes. 

29 Sec. 5. Section 12E.2, subsection 11, Code 2001, is 

30 amended by striking the subsection. 

31 Sec. 6. Section 12E.3, subsection 2, paragraphs a and d, 

32 Code 2001, are amended to read as follows: 

33 a. To implement and administer the program plan and to 

34 establish a stable source of revenue to be used for the 

35 purposes designated in this chapter and section 12.65. 

-3-
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1 d. To sell, pledge, or assign, as security or 

2 consideration, all or a portion of the state's share sold to 

3 the authority pursuant to a sales agreement, to provide for 

4 and secure the issuance and repayment of its bonds. 

5 Sec. 7. Section 12E.8, subsection 1, paragraphs g and h, 

6 Code 2001, are amended to read as follows: 

7 g. The power to invest or deposit moneys of or held by the 

8 authority in any manner determined by the authority, 

9 notwithstanding chapter 12B or 12C. 

10 h. The power to procure insurance, other credit 

11 enhancements, and other financing arrangements, and to execute 

12 instruments and contracts and to enter into agreements 

13 convenient or necessary to facilitate financing arrangements 

14 of the authority and to fulfill ±ts the purposes of the 

15 authority under this chapter, including but not limited to 

16 such arrangements, instruments, contracts, and agreements as 

17 municipal bond insurance, liquidity facilities, interest rate 

18 agreements, and letters of credit. 

19 Sec. 8. Section 12E.8, subsection 1, Code 2001, is amended 

20 by adding the following new paragraphs: 

21 NEW PARAGRAPH. k. The power to acquire, own, hold, 

22 administer, and dispose of property. 

23 NEW PARAGRAPH. 1. The power to determine, in connection 

24 with the issuance of bonds, and subject to the sales 

25 agreement, the terms and other details of financing, and the 

26 method of implementation of the program plan. 

27 NEW PARAGRAPH. m. The power to perform any act not 

28 inconsistent with federal or state law necessary to carry out 

29 the purposes of the authority. 

30 Sec. 9. Section 12E.9, subsection 1, Code 2001, is amended 

31 by striking the subsection and inserting in lieu thereof the 

32 following: 

33 1. a. The governor or the governor's designee shall sell 

34 and assign all or a portion of the state's share to the 

35 authority pursuant to one or more sales agreements for the 

-4-
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1 purpose of securitization as described in the program plan and 

2 as specified in section 12E.l0. The attorney general shall 

3 assist the governor in the preparation and review of all 

4 necessary documentation to effect such a sale as soon as 

5 reasonably practicable. 

6 b. Any sales agreement shall be consistent with the 

7 program plan and this chapter. The terms and conditions of 

8 the sale established in such sales agreement may include but 

9 are not limited to any of the following: 

10 (1) A requirement that the state enforce, at the sole 

11 expense of the authority, the provisions of the master 

12 settlement agreement that require payment of the state's share 

13 that has been sold to the authority under a sales agreement. 

14 (2) A requirement that the state not agree to any 

15 amendment of the master settlement agreement that materially 

16 and adversely affects the authority's ability to receive the 

17 state's share that has been sold to the authority. 

18 (3) An agreement that the anticipated use by the state of 

19 bond proceeds received pursuant to the sales agreement shall 

20 be for capital projects, certain debt service on outstanding 

21 obligations that funded capital projects, payment of attorney 

22 fees related to the master settlement agreement, and to 

23 provide a secure and stable source of funding to the state for 

24 purposes designated by this chapter and section 12.65. 

25 (4) A statement that the net proceeds from the sale of 

26 bonds shall be deposited in the tobacco settlement trust fund 

27 established under section 12E.l2 and that in no event shall 

28 the amounts in the trust fund be available or be applied for 

29 payment of bonds or any claim against the authority or any 

30 debt or obligation of the authority. 

31 (5) A requirement that the net proceeds received by the 

32 authority from the sale of any tax-exempt bonds issued to 

33 provide funds for capital projects, certain debt service, and 

34 attorney fees related to the master settlement agreement be 

35 paid by the authority to the state as consideration for the 

-5-



s. F. S3 z H. F. 

1 sale of that portion of the state's share, that such net 

2 proceeds be deposited by the state upon receipt in the tax-

3 exempt bond proceeds restricted capital funds account of the 

4 tobacco settlement trust fund, and that such proceeds are to 

5 be held by the authority solely for the benefit of the state, 

6 subject to annual appropriation by the state in accordance 

7 with section 12E.l0, subsection 1, paragraph "b". 

8 (6) A requirement that the net proceeds received by the 

9 authority from the sale of taxable bonds or tax-exempt bonds 

10 issued to provide funds for the purposes specified in section 

11 12.65 be deposited in the endowment for Iowa's health account 

12 of the tobacco settlement trust fund as moneys of the 

13 authority until transferred to the state pursuant to section 

14 12E.l2, subsection 1, paragraph "b'', subparagraph (2). Each 

15 amount transferred shall be the consideration received by the 

16 state for that portion of the state's share. 

17 (7) An agreement that the effective date of the sale is 

18 the date of receipt of the bond proceeds by the authority and 

19 the deposits of the net proceeds of the tax-exempt bonds and 

20 any taxable bonds in the respective accounts of the tobacco 

21 settlement trust fund. 

22 Sec. 10. Section 12E.9, subsection 5, Code 2001, is 

23 amended to read as follows: 

24 5. The authority, the treasurer of state, and the attorney 

25 general shall report to the legislative council and the 

26 executive council on or before the date ~pee±f±ed-±n-the 

27 pro~r8m-p±8~ of the sale, advising them of the 8eeomp±±~hme~t 

28 status of the sale, its terms, and conditions. 

29 Sec. 11. Section 12E.l0, Code 2001, is amended by striking 

30 the section and inserting in lieu thereof the following: 

31 12E.l0 TOBACCO SETTLEMENT PROGRAM PLAN. 

32 1. a. (1) The authority shall implement the program plan -33 and shall proceed with a securitization to maximize the 

34 transference of risks associated with the master settlement 

35 agreement. 

-6-
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1 ""'( _2..,) _T_h_e_.!l.~.!:-~0.:~-~.X shall issu .. ~"J:2!;~?'eml'~ bonds in an 
2 amount that is sufficient to provide net proceeds in an amount 

3 of not more than five hundred forty million dollars for 

4 deposit in the tax-exempt bond proceeds restricted capital 

5 funds account of the tobacco settlement trust fund, to be used 

6 for capital projects, certain debt service on outstanding 

7 obligations which funded capital projects, and attorney fees 

8 related to the master settlement agreement. 
9 (3) The authority may also issue taxable bonds or tax-

10 exempt bonds to provide additional amounts to be used for the 

11 purposes specified in section 12.65. 

12 ( 4 >, , Not,:~,t.~ .. ;~a.._r_:~~ !.12.--.. ~~e,ga_:_~_9_r:_~g~s; __ ,t_l_t .. ?.n,2 .• J 2) , the 
13 authority is not required to issue tax-exempt bonds if the 

e aa:>~~':-~---....:..-.-:..~.:;.~-::.:..:::.::=_·_: ____ .._~-- _ ........ _ ..... __ ··· _ _;:_: -~=~·-.. 
14 authority determines that the issuance would not be in the 
--... --~ouaal'~..::::.·.-:::-:.·:=.•=--:-=-.;:::-.=:::..=..:· .. :_.:;~-.:_-.!.... __ .. -···· ... ___ . __ ._;_.:.· • .;,. ___ .•.. --~ •. .-~.,-:,;.:.-.':/al•·-

15 best interest of the state due to market conditions. 
------~.l-A' .. ~-,~-~-:-=~~~-::.:.: .. -;:..:::::;.;.·=--=::-;::_-:::=.:.;:.· . ..;- .• ··-·.- .-.... .:..·.· . .o;:.-:::;..::.-;.::"'~.!'~~,---· --

16 b. It is the expectation of the state that not less than 

17 eighty-five percent of the proceeds deposited in the tax-

18 exempt bond proceeds restricted capital funds account of the 

19 tobacco settlement trust fund will be expended within five 

20 years from the effective date of the sale, consistent with the 

21 requirements of federal law, and that the specific capital 

22 projects, debt service, and attorney fees payments shall be 

23 determined, annually, through appropriations authorized by a 

24 constitutional majority of each house of the general assembly 
25 and approved by the governor. 

26 2. The authority shall periodically report to the 

27 legislative council and the governor regarding implementation 

28 of the program plan and shall, prior to any public offering of 

29 bonds, submit a report to the legislative council and the 

30 governor describing the terms of the proposed bond issue. 

31 3. Any amendment to the program plan shall be authorized 

32 by a constitutional majority of each house of the general 

33 assembly and approved by the governor. 

34 4. To the extent that any provision of the program plan is 

35 inconsistent with this chapter, the provisions of this chapter 

-7-
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1 shall govern. 

2 Sec. 12. Section 12E.l1, subsections 1, 4, and 5, Code 

3 2001, are amended to read as follows: 

4 1. The authority may issue bonds and ~~e, if bonds are 

5 issued, shall make the proceeds from the bonds ~or-~he-ptlrpo~e 

6 o~-pro~±d±ftg available to the state pursuant to the sales 

7 agreement to fund capital projects, certain debt service on 

8 outstanding obligations that funded capital projects, and 

9 attorney fees related to the master settlement agreement, and 

10 to provide a secure and stable source of funding to the state, 

11 consistent with the purposes of this chapter and section 

12 12.65. In connection with the issuance of bonds and subject 

13 to the terms of the sales agreement, the authority shall 

14 determine the terms and other details of the financing and the 

15 method of implementation of the program plan. Bonds issued 

16 pursuant to this section may be secured by a pledge of all or 

17 a portion of the state's share and any moneys derived from the 

18 state's share, and any other sources available to the 

19 authority with the exception of moneys in the tobacco 

20 settlement trust fund. The authority may also issue refunding 

21 bonds, including advance refunding bonds, for the purpose of 

22 refunding previously issued bonds, and may issue other types 

23 of bonds, debt obligations, and financing arrangements 

24 necessary to fulfill its purposes or the purposes of this 

25 chapter. 

26 4. Bonds shall state on their face that they are payable 

27 both as to principal and interest solely out of the assets of 

28 the authority pledged for their purpose and do not constitute 

29 an indebtedness of the state or any political subdivision of 

30 the state; are secured solely by and payable solely from 

31 reee±p~~-tlftder-~he-m~~ter-~ett±emeftt-~greement assets of the 

32 authority pledged for such purpose; constitute neither a 

33 general, legal, or moral obligation of the state or any of its 

34 political subdivisions; and that the state has no obligation 

35 or intention to satisfy any deficiency or default of any 

-8-
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1 payment of the bonds. 

2 5. Any amount pledged by the authority to be received 

3 under the master settlement agreement shall be valid and 

4 binding at the time the pledge is made. Reee±pt~ Amounts so 

5 pledged and then or thereafter received by the authority shall 

6 immediately be subject to the lien of such pledge without any 

7 physical delivery thereof or further act. The lien of any 

8 such pledge shall be valid and binding as against all parties 

9 having claims of any kind against the authority, whether such 

10 parties have notice of the lien. Notwithstanding any other 

11 provision to the contrary, the resolution of the authority or 

12 any other instrument by which a pledge is created need not be 

13 recorded or filed to perfect such pledge. 

14 Sec. 13. Section l2E.ll, subsection 7, paragraph c, Code 

15 2001, is amended to read as follows: 

16 c. The bonds shall be subject to the terms, conditions, 

17 and covenants providing for the payment of the principal, 

18 redemption premiums, if any, interest which may be fixed or 

19 variable during any period the bonds are outstanding, and 

20 other terms, conditions, covenants, and protective provisions 

21 safeguarding payment, not inconsistent with this chapter and 

22 as determined by resolution of the board authorizing their 

23 issuance. 

24 Sec. 14. Section 12E.ll, Code 2001, is amended by adding 

25 the following new subsection: 

26 NEW SUBSECTION. 11. The state reserves the right at any 

27 time to alter, amend, repeal, or otherwise change the 

28 structure, organization, programs, or activities of the 

29 authority, including the power to terminate the authority, 

30 except that a law shall not be enacted that impairs any 

31 obligation made pursuant to a sales agreement or any contract 

32 entered into by the authority with or on behalf of the holders 

33 of the bonds to the extent that any such law would contravene 

34 Article I, section 21, of the Constitution of the State of 

35 Iowa or Article I, section 10, of the Constitution of the 

-9-
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1 United States. 

2 Sec. 15. Section 12E.l2, subsection 1, Code 2001, is 

3 amended to read as follows: 

4 1. a. A tobacco settlement trust fund is established, 

5 separate and apart from all other public moneys or funds of 

6 the state, under the control of the authority. The fund shall 

7 consist of moneys paid to the authority and not pledged to the 

8 payment of bonds or otherwise obligated. Such moneys shall 

9 include but are not limited to payments received from the 

10 master settlement agreement which are not pledged to the 

11 payment of bonds or which are subsequently released from a 

12 pledge to the payment of any bonds: payments which, in 

13 accordance with any sales agreement with the state, are to be 

14 paid to the state and not pledged to the bonds, including that 

15 portion of the proceeds of any bonds designated for purchase 

16 of all or a portion of the state's share, which are designated 

17 for deposit in the fund, together with all interest, 

18 dividends, and rents on the bonds; and all securities or 

19 investment income and other assets acquired by and through the 

20 use of the moneys belonging to the fund and any other moneys 

21 deposited in the fund. Moneys in the fund are to be used 

22 solely and only for the payment of all amounts due and to 

23 become due to the state, and shall not be used for any other 

24 purpose. Such moneys shall not be available for the payment 

25 of any claim against the authority or any debt or obligation 

26 of the authority. 

27 b. The fund shall consist of the following accounts: 

28 (l) The tax-exempt bond proceeds restricted capital funds 

29 account. The net proceeds of tax-exempt bonds issued to 

30 provide funds for capital projects, certain debt service, and 

31 attorney fees related to the master settlement agreement which 

32 the state treasurer is authorized and directed to deposit on 

33 behalf of the state, shall be deposited in the account and 

34 shall be used to fund capital projects, certain debt service, 

35 and the payment of attorney fees related to the master 

-10-
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1 settlement agreement. 

2 (2) The endowment for Iowa's health account. The net 

3 proceeds of any taxable bonds or tax-exempt bonds issued to 

4 provide funds for the purposes specified in section 12.65 

5 which the authority is directed to deposit in the account, any 

6 portion of the state's share which is not sold to the 

7 authority, and any other moneys appropriated by the state for 

8 deposit in the account shall be deposited in the account and 

9 shall be used for the purposes specified in section 12.65. 

10 (a) There is transferred from the endowment for Iowa's 

11 health account of the tobacco settlement trust fund to the 

12 healthy Iowans tobacco trust for the fiscal year beginning 

13 July 1, 2001, and ending June 30, 2002, the amount of fifty-

14 five million dollars, to be used for the purposes specified in 

15 section 12.65. 

16 (b) For each fiscal year beginning July 1, 2002, and 

17 annually thereafter, there is transferred from the endowment 

18 for Iowa's health account of the tobacco settlement trust fund 

19 to the healthy Iowans tobacco trust fifty-five million dollars 

20 plus an inflationary factor of one and one-half percent of the 

21 amount transferred in the previous fiscal year. Any transfer 

22 in an amount not in accordance with this subparagraph shall 

23 not be made unless authorized by a three-fifths majority of 

24 each house and approved by the governor. 

25 Sec. 16. Section 12E.l2, subsection 3, Code 2001, is 

26 amended by adding the following new paragraph: 

27 NEW PARAGRAPH. e. If consistent with the investment 

28 policy established by the board, the authority may invest 

29 moneys of or held by the authority in structured notes and 

30 investment agreements, the repayment of the principal amount 

31 of which is protected or guaranteed. 

32 Sec. 17. Section 12E.l3, subsection 5, Code 2001, is 

33 amended to read as follows: 

34 5. All moneys of the authority or moneys held by the 

35 authority shall be invested and held in the name of the 

-11-
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1 authority, whether they are held for the benefit, security, or 

2 future payment to holders of bonds or to the state. All such 

3 moneys and investments shall be considered moneys and 

4 investments of the authority with the exception of moneys in 

5 the tax-exempt bond proceeds restricted capital funds account 

6 of the tobacco settlement trust fund which are moneys of the 

7 state. 

8 Sec. 18. Section 12E.17, Code 2001, is amended to read as 

9 follows: 

10 12E.l7 DISSOLUTION OF THE AUTHORITY. 

11 The authority shall dissolve no later than two years from 

12 the date of final payment of all outstanding bonds and the 

13 satisfaction of all outstanding obligations of the authority, 

14 except to the extent necessary to remain in existence to 

15 fulfill any outstanding covenants or provisions with 

16 bondholders or third parties made in accordance with this 

17 chapter. Upon dissolution of the authority, all assets of the 

18 authority shall be returned to the state and shall be 

19 deposited in the healthy Iowans tobacco ~ettteme"t-e"dowme"t 

20 £tt"d trust, unless otherwise directed by the general assembly, 

21 and the authority shall execute any necessary assignments or 

22 instruments, including any assignment of any right, title, or 

23 ownership to the state for receipt of payments under the 

24 master settlement agreement. 

25 Sec. 19. 2000 Iowa Acts, chapter 1208, section 24, as 

26 amended by 2001 Iowa Acts, Senate File 258, section 1, is 

27 repealed. 

28 Sec. 20. EFFECTIVE DATE -- DEPOSIT OF FUNDS. Until the 

29 effective date of the sale as provided in section 12E.9, the 

30 

31 

32 

33 

state's share 

trust created 

the sale, the 

in accordance 

shall be deposited in the healthy Iowans tobacco 

in section 12.65. Upon the effective date of 

state's share shall be transferred or deposited 

with any sales agreement and chapter 12E. 

EFFECTIVE DATE. This Act, being deemed of 

35 immediate importance, takes effect upon enactment. 

34 Sec. 21. 

SF 532 
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HOUSE AMENDMENT TO 
SENATE FILE 532 

1 Amend Senate File 532, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. Page 11, line 1, by inserting after the word 
4 "agreement." the following: "With respect to capital 
5 projects, it is the intent of the general assembly to 
6 fund capital projects that qualify as vertical 
7 infrastructure projects as defined in section 8.57, 
8 subsection 5, paragraph "c", to the extent practicable 
9 in any fiscal year and without limiting other 

10 qualifying capital expenditures considered and 
11 approved by a constitutional majority of each house of 
12 the general assembly and the governor." 
13 2. Page 12, by inserting after line 27, the 
14 following: 
15 "Sec. RULES COMPLIANCE WITH THREE-FIFTHS. 
16 The senate and the house of representatives shall 
17 comply with any provision of law that requires a vote 
18 of at least three-fifths of the members of both 

l 19 chambers of the general assembly and approval by the 
20 governor, which requirement shall also be a 
21 requirement of the joint rules for the Seventy-ninth l 22 General Assembly." 

L'. ~~Ba=i~: n~~~~~~~-FROM THE HOUSE 

-~--35~~ -~ILE.~~PRIL 27, 200~ (f! :¥<Yf} 

r 
SENATE FILE 532 

S-3573 
1 Amend the House amendment, S-3568, to Senate File 
2 532, as amended, passed, and reprinted by the Senate, 
3 as follows: 
4 1. Page 1, by striking lines 13 through 22. 

By JEFF LAMBERTI 

S-3573 FILED APRIL 30, 2001 
ADOPTED ( ,q lqo9/ 



.. HOUSE CLIP SHEET APRIL 28, 2001 

SENATE FILE 532 
H-1744 

1 Amend Senate File 532, as amended, passed, and 
reprinted by the Senate, as follows: 2 

3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

1. Page 11, line 1, by inserting after the word 
"agreement." the following: "With respect to capital 
projects, it is the intent of the general assembly to 
fund capital projects that qualify as vertical 
infrastructure projects as defined in section 8.57, 
subsection 5, paragraph "c", to the extent practicable 
in any fiscal year and without limiting other 
qualifying capital expenditures considered and 
approved by a constitutional majority of each house of 
the general assembly and the governor." 

2. Page 12, by inserting after line 27, the 
following: 

"Sec. RULES COMPLIANCE WITH THREE-FIFTHS. 
The senate and the house of representatives shall 
comply with any provision of law that requires a vote 
of at least three-fifths of the members of both 
chambers of the general assembly and approval by the 
governor, which requirement shall also be a 
requirement of the joint rules for the Seventy-ninth 
General Assembly." 

3. By renumbering as necessary. 
By BRUNKHORST of Bremer 

-1744 FILED APRIL 27, 2001 

cz·d~~ 
iP7/cl 
{f. ;toq) 

SENATE AMENDMENT TO HOUSE AMENDMENT TO SENATE FILE 532 
H-1800 

1 
2 
3 
4 

Amend the House amendment, S-3568, to Senate File 
532, as amended, passed, and reprinted by the Senate, 
as follows: 

1. Page 1, by striking lines 13 through 22. 
RECEIVED FROM THE SENATE 

H-1800 FILED MAY 1, 2001 

~~ 
:J /; /o; (f 11o PV 
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SENATE FILE 532 

AN ACT 
RELATING TO MATTERS RELATED TO THE TOBACCO SETTLEMENT INCLUDING 

THE TOBACCO SETTLEMENT AUTHORITY, THE TOBACCO SETTLEMENT 
TRUST FUND, AND THE TOBACCO SETTLEMENT ENDOWMENT FUND, ARD 
PROVIDING AN EFFECTIVE DATE. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OP THE STATE OF IOWA: 

section 1. Section 12.65, Code 2001, is amended to read as 
followas 

12.65 HEALTHY IOWANS TOBACCO BB~~&BMSN!-SNBeWMBN!-PYMB 

~· 
1. A healthy Iowans tobacco sett%eaent-ende .. ent-fand 
~ is created in the office of the treasurer of state. 
After-payment-ef-%itigatien-eestsT-a%%-aeneys-paid-te-the 
state-p~rs~ant-te-the-maater-aatt%eaent-agreementy-as-defined 

~n-aeetien-453€Tiy Moneys transferred to the healthy Iowans 
tobacco trust from the endowaent for Iowa's health account of 
the tobacco settlement trust fund established in section 
12E.l2 and appropriated or transferred from any other source 
shall be deposited in the f~nd healthy Iowans tobacco trust. 

iT--Any-Meneya-paid-te-the-atate-by-the-tebaeee-settieMent 
a~therity-p~rs~ant-te-ehapter-%iB-sha%%-be-depesited-~n-the 

f~ftST--Additiena%iyT-the-state~s-share-ef-the-Meneys-whieh-are 

net-se%8-te-the-teeaeee-settieaent-a~therity-p~ra~ant-te 

ehapter-iiB-sha%%-ee-depeaited-~n-the-!~ftdT 

3T ~ Moneys deposited in the f~ns healthy Iowans tobac00 
~ shall be used only in accordance with appropriations 
from the !~nd healthy Iowans tobacco trust for purposes 
related to health care, substance abuse treatment and 
enforcement, tobacco use prevention and control, and other 
purposes related to the needs of children, adults, and 
families in the state. 

• • 
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4T--A-sayings-aeeo~nt-for-hea%thy-fowana-is-ereated-within 

the-tobaeee-sett%ement-endewment-f~ftdT--MeneysT-apprepriated 

ann~a%%yT-aha%%-be-depeaited-in-the-aeee~nt-and-sha%%-be 

in•ested-te-preyide-an-engeing-se~ree-ef-in•estment-eerningsT 

5T ~ Notwithstanding section 8.33, any unexpended balance 
in the f~nd healthy Iowans tobacco trust at the end of the 
fiscal year shall be retained in the f~nd trust. 
Notwithstanding section 12C.7, subsection 2, interest or 
earnings on investments or time deposits of the moneys in the 
healthy Iowans tobacco eett%eaent-endewment-f~ndT-in-the 
ea•inge-aeee~nt-fer-hea%thy-fewansT-and-in-any-ether-aeee~nt 

estabiished-within-the-fand ~ shall be credited to the 
healthy Iowans tobacco settieaent-endewment-fandT-te-the 
sa•ings-aeeeant-fer-hea%thy-fowanaT-er-te-any-ether-eeee~nt 

eatab%ishedT-reapeetiYe%y ~· 
6T--Per-the-p~rpeses-ef-this-aeetieny-•%itigatien-eesta• 

are-these-eeats-iteaised-by-the-atterney-genera%-and-aabaitted 
te-and-appre•ed-by-the-atterney-genera%T 

~T ~ Moneys in the £and healthy Iowans tobacco trust 
shall be considered part of the general fund of the state for 
cash flow purposes only, provided any moneys used for cash 
flow purposes are returned to the fand ~ by the close of 
each fiscal year. 

Sec. 2. Section 12!.2, Code 2001, is amended by adding the 
following new subsections: 

NEW SUBSECTION. 4A. "Healthy Iowans tobacco trust" means 
the healthy Iowans tobacco trust created in section 12.65. 

NEW SUBSECTION. 4B. "Interest rate agreement" means an 
interest rate swap or exchange agreement, an agreement 
establishing an interest rate floor or ceiling or both, or any 
similar agreement. Any such agreement may include the option 
to enter into or cancel the agreement or to reverse or extend 
the agreement. 

NEW SUBSECTION. SA. "Net proceeds" means the amount of 
proceeds remaining following each sale of bonds which are not 
required by the authority to establish and fund reserve funds 
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and to pay the costs of issuance and other expenses and fees 
directly related to the authorization and issuance of bonds, 

Sec. 3. Section 12E.2, subsections 7, 8, and 10, Code 
2001, are amended to read as follows: 

7. "Program plan• means the tobacco settlement program 
plan eaeabi~ahed-in-ehia-ehepeer dated February 14, 2001, 

including exhibits to the program plan, submitted by the 
authority to the legislative council and the executive 
council, to provide the state with a secure and stable source 
of funding for the purposes designated by this chapter and 
section 12.65. 

B. "Quali fled investments • means invest111ents of the 
authority authorized by pursuant to this chap~er. 

10. "State's share" means all of the ataee~a-~oneeary 
righea-and-intereatsT-aii-riqhea-ef-enfereemene7 -and-aii 
righes-neeessary-and-een•eniene-fer-enfereemene-af-eheae 
Roneeary-riqhta-and-interesea-in-ehe-maseer-aeteieaent 
•9ree~ent following: 

a. All payments required to be made by tobacco product 
manufacturers to the state, and the state's rights to receive 
such payments, under the master settlement agreement. 

b. To the extent that such amounts have been assigned to 
the state, all payments of attorney fees required to· be made 
by tobacco product manufacturers under the master settleaent 
agreement, and all rights to receive such attorney fees. 

Sec. 4. Section 12E.2, Code 2001, is amended by adding the 
following new subsections: 

NEW SUBSECTION. lOA. "Tax-exempt bonds" means bonds 
issued by the authority that are accompanied by a written 
opinion of legal counsel to the authority that the bonds are 
excluded from the gross income of the recipients for federal 
income tax purposes. 

NEW SUBSECTION. lOB. "Taxable bonds" means bonds issued 
by the authority that are not accompanied by a written opinion 
of legal counsel to the authority that the bonds are excluded 
from the gross income of the recipients for federal income tax 
purposes. 

. ,. • 
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Sec. 5. Section 12E.2, subsection 11, Code 2001, is 
amended by striking the subsection. 

Sec. 6. Section 12E.3, subsection 2, paragraphs a and d, 
Code 2001, are amended to read as follows: 

a. To implement and administer the program plan and to 
establish a stable source of revenue to be used for the 
purposes designated in this chapter and section 12.65. 

d. To sell, pledge, or assign, as security 2£ 
consideration, all or a portion of the state's share sold to 
the authority pursuant to a sales agreement, to provide for 
and secure the issuance and repayment of ita bonds. 

Sec. 1. Section 12E.8, subsection 1, paragraphs g and h, 
Code 2001, are amended to read as follows: 

g. The power to invest or deposit moneys of or held by the 
authority in any manner determined by the authority, 
notwithstanding chapter 12B or 12C. 

h. The power to procure insurance, other credit 
enhancements, and other financing arrangements, and to execute 
instruments and contracts and to enter into agreements 
convenient or necessary to facilitate financing arrangements 
of the authority and to fulfill iea ~ purposes ~ 
authority under this chapter, including but not limited to 
such arrangements, instruments, contracts, and agreements as 
municipal bond insurance, liquidity facilities, interest rate 
agreements, and letters of credit. 

Sec. 8. Section 12E.B, subsection 1, Code 2001, is amended 
by adding the following new paragraphaz 

NEW PARAGRAPH. k. The power to acquire, own, hold, 
administer, and dispose of property. 

NEW PARAGRAPH. 1. The power to determine, in connection 
with the issuance of bonds, and subject to the sales 
agreement, the terms and other details of financing, and the 
method of implementation of the program plan. 

NEW PARAGRAPH. m. The power to perform any act not 
inconsistent with federal or state law necessary to carry out 
the purposes of the authority. 

• 
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Sec. 9. section 12E.9, subsection 1, Code 2001, is amended 
by striking the subsection and inserting in lieu thereof the 
following: 

1. a. The governor or the governor's designee shall sell 
and assign all or a portion of the state's share to the 
authority pursuant to one or more sales agreements for the 
purpose of securitization as described in the program plan and 
as specified in section 12E.l0. The attorney general shall 
assist the governor in the preparation and review of all 
necessary documentation to effect such a sale as soon as 
reasonably practicable. 

b. Any sales agreement shall be consistent with the 
program plan and this chapter. The terms and conditions of 
the sale established in such sales agreement may include but 
are not limited to any of the following: 

(1) A. requirement that the state enforce, at the sole 
expense of the authority, the provisions of the master 
settlement agreement that require payaent of the state's share 
that has been sold to the authority under a sales agreement. 

(2) A requirement that the state not agree to any 
amendment of the master settlement agreement that materially 
and adversely affects the authority's ability to receive the 
state's share that has been sold to the authority. 

(3) An agreement that the anticipated use by the state of 
bond proceeds received pursuant to the sales agreement shall 
be for capital projects, certain debt service on outstanding 
obligations that funded capital projects, payment of attorney 
fees related to the master settlement agreement, and to 
provide a secure and stable source of funding to the state for 
purposes designated by this chapter and section 12.65. 

(4) A statement that the net proceeds from the sale of 
bonds shall be deposited in the tobacco settlement trust fund 
established under section 12E.l2 and that in no event shall 
the amounts in the trust fund be available or be applied for 
payment of bonds or any claim against the authority or any 
debt or obligation of the authority. 

• • 
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(5) A requirement that the net proceeds received by the 
authority from the sale of any tax-exempt bonds issued to 
provide funds for capital projects, certain debt service, and 
attorney fees related to the master settlement agreement be 
paid by the authority to the state as consideration for the 
sale of that portion of the state's share, that such net 
proceeds be deposited by the state upon receipt in the tax
exempt bond proceeds restricted capital funds account of the 
tobacco settlement trust fund, and that such proceeds are to 
be held by the authority solely for the benefit of the state, 
subject to annual appropriation by the state in accordance 
with section 121!:.10, subsection 1, paragraph "b". 

(6) A requirement that the net proceeds received by the 
authority from the sale of taxable bonds or tax-exempt bonds 
issued to provide funds for the purposes specified in section 
12.65 be deposited in the endowment for Iowa's health account 
of the tobacco settlement trust fund as moneys of the 
authority until transferred to the state pursuant to section 
12E.l2, subsection 1, paragraph "b", subparagraph (2). Each 
amount transferred shall be the consideration received by the 
state for that portion of the state's share. 

(7) An agreement that the effective date of the sale is 
the date of receipt of the bond proceeds by the authority and 
the deposita of the net proceeds of the tax-exempt bonds and 
any taxable bonds in the respective accounts of the tobacco 
settlement trust fund. 

Sec. 10. Section 12E.9, subsection 5, Code 2001, is 
amended to read as follows: 

S. The authority, the treasurer of state, and the attorney 
general shall report to the legislative council and the 
executive council on or before the date speeified-in-the 
pro9ram-p~an of the sale, advising them of the aeeemp~ishment 
status of the sale, its terms, and conditions. 

Sec. 11. Section 12E.lO, Code 2001, is amended by striking 
the section and inserting in lieu thereof the following: 

l2E.l0 TOBACCO SETTLEMENT PROGRAM PLAN. 

S.F.532 
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1. a. (1) The authority shall implement the program plan 
and shall proceed with a securitization to maximize the 
transference of risks associated with the master settlement 
agreement. 

(2) The authority shall issue tax-exempt bond• in an 
amount that is sufficient to provide net proceed• in an amount 
of not more than five hundred forty million dollars for 
deposit in the tax-exempt bond proceeds restricted capital 
funds account of the tobacco settlement trust fund, to be used 
for capital projects, certain debt service on outstanding 
obligations which funded capital projects, and attorney fees 
related to the master settlement agreement. 

(3) The authority may also issue taxable bonds or tax
exempt bonds to provide additional amounts to be used for the 
purposes specified in section 12.65. 

(4) Notwithstanding subparagraphs (1) and (2), the 
authority is not required to issue tax-exempt bonds if the 
authority determines that the issuance would not be in the 
best interest of the state due to market conditions. 

b. It is the expectation of the state that not leas than 
eighty-five percent of the proceeds deposited in the tax
exempt bond proceeds restricted capital funds account of the 

tobacco settlement trust fund will be expended within five 
years from the effective date of the sale, consistent with the 
requirements of federal law, and that the specific capital 
projects, debt service, and attorney fees payments shall be 
determined, annually, through appropriations authorized by a 
constitutional majority of each house of the general assembly 
and approved by the governor. 

2. The authority shall periodically report to the 
legislative council and the governor regarding implementation 
of the program plan and shall, prior to any public offering of 
bonds, submit a report to the legislative council and the 
governor describing the terms of the proposed bond issue. 

3. Any amendment to the program plan shall be authorized 
by a constitutional majority of each house of the general 
assembly and approved by the governor. 

••• • 
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4. To the extent that any provision of the program plan is 
inconsistent with this chapter, the provisions of this chapter 
shall govern. 

Sec. 12. Section 12E.ll, subsections 1, 4, and 5, Code 
2001, are amended to read as follows: 

1. The authority may issue bonds and ~ae, if bonds are 
issued, shall make the proceeds from the bonds for-~he-p~rpeae 

o£-pre•tding available to the state pursuant to the sales 
agreement to fund capital projects, certain debt service on 
outstanding obligations that funded capital projects, and 
attorney fees related to the master settlement agreement, and 
to provide a secure and stable source of funding to the state, 
consistent with the purposes of this chapter and section 
12.65. In connection with the iasuance of bonds and subject 
to the terms of the sales agreement, the authority shall 
determine the terms and other details of the financing and the 
method of implementation of the program plan. Bonds issued 
pursuant to this section may be secured by a pledge of all or 
a portion of the state's share and any moneys derived from the 
state's share, and any other sources available to the 
authority with the exception of moneys in the tobacco 

settlement trust fund. The authority may also issue refunding 
bonds, including advance refunding bonds, for the purpose of 
refunding previously issued bonds, and may issue other types 
of bonds, debt obligations, and financing arrangements 
neceasary to fulfill its purpose& or the purposes of thia 
chapter. 

4. Bonds shall state on their face that they are payable 
both as to principal and interest solely out of the assets of 
the authority pledged for their purpose and do not constitute 
an indebtedness of the state or any political subdivision of 
the state; are secured solely by and payable solely from 
reeetp~s-~nder-~he-maa~er-aettiement-agreemeftt assets of the 
authority pledged for such purpose; constitute neither a 
general, legal, or moral obligation of the state or any of its 
political subdivisions; and that the state has no obligation 

• 
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or intention to satisfy any deficiency or default of any 
payment of the bonds. 

5. Any amount pledged by the authority to be received 

under the master settlement agreement shall be valid and 
binding at the time the pledge is made. Reeeipes Amounts so 
pledged and then or thereafter received by the authority shall 
immediately be subject to the lien of such pledge without any 

physical delivery thereof or further act. The lien of any 
such pledge shall be valid and binding as against all parties 
having claims of any kind against the authority, whether such 
parties have notice of the lien. Notwithstanding any other 
provision to the contrary, the resolution of the authority or 
any other instrument by which a pledge is created need not be 
recorded or filed to perfect such pledge. 

Sec. 13. Section 12E.ll, subsection 7, paragraph c, Code 
2001, is amended to read as follows: 

c. The bonds shall be subject to the terms, conditions, 
and covenants providing for the payment of the principal, 
redemption premiums, if any, interest which may be fixed or 
variable during any period the bonds are outstanding, and 
other terms, conditions, covenants, and protective provisions 
safeguarding payment, not inconsistent with this chapter and 
as determined by resolution of the board authorizing their 
issuance. 

Sec. 14. Section 12E.ll, Code 2001, is amended by addin9 
the following new subsection: 

NEW SUBSECTION. 11. The state reserves the right at any 
time to alter, amend, repeal, or otherwise change the 

structure, organization, programs, or activities of the 
authority, including the power to terminate the authority, 
except that a law shall not be enacted that impairs any 
obligation made pursuant to a sales agreement or any contract 
entered into by the authority with or on behalf of the holders 
of the bonds to the extent that any such law would contravene 
Article I, section 21, of the Constitution of the State of 
Iowa or Article I, section 10, of the Constitution of the 
United States. 
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Sec. 15. Section 12E.l2, subsection 1, Code 2001, is 

amended to read as follows: 
1. ~ A tobacco settlement trust fund is established, 

separate and apart from all other public moneys or funds of 

the state, under the control of the authority. The fund shall 
consist of moneys paid to the authority and not pledged to the 
payment of bonds or otherwise obligated. Such moneys shall 

include but are not limited to payments received from the 
master settlement agreement which are not pledged to the 
payment of bonds or which are subsequently released from a 
pledge to the payment of any bonds; payments which, in 
accordance with any sales agreement with the state, are to be 
paid to the state and not pledged to the bonds, including that 
portion of the proceeds of any bonds designated for purchase 
of all or a portion of the state's share, which are designated 
for deposit in the fund, together with all interest, 
dividends, and rents on the bonds; and all securities or 
investment income and other assets acquired by and through the 
use of the moneys belonging to the fund and any other moneys 
deposited in the fund. Moneys in the fund are to be used 
solely and only for the payment of all amounts due and to 
become due to the state, and shall not be used for any other 
purpose. Such moneys shall not be available for the payment 
of any claim against the authority or any debt or obligation 
of the authority. 

b. The fund shall consist of the following accounts: 
Ill The tax-exempt bond proceeds restricted capital funds 

account. The net proceeds of tax-exempt bonds issued to 

provide funds for capital projects, certain debt service, and 
attorney fees related to the master settlement agreement which 
the state treasurer is authorized and directed to deposit on 
behalf of the state, shall be deposited in the account and 
shall be used to fund capital projects, certain debt service, 
and the payment of attorney fees related to the master 
settlement agreement. With respect to capital projects, it it 
the intent of the general assembly to fund capital projects 
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that qualify as vertical infrastructure projects as defined in 
section 8.57, subsection 5, paragraph •c•, to the extent 
practicable in any fiscal year and without limiting other 
qualifying capital expenditures considered and approved by a 
constitutional majority of each house of the general assembly 
and the governor. 

!2) The endowment for Iowa's health account. The net 
proceeds of any taxable bonds or tax-exempt bonds issued to 
provide funds for the purposes specified in section 12.65 
which the authority is directed to deposit in the account, any 
portion of the state's share which is not sold to the 
authority, and any other moneys appropriated by the state for 
deposit in the account shall be deposited in the account and 
shall be used for the purposes specified in section 12.65. 

(a) There is transferred from the endowment for Iowa's 
health account of the tobacco settleaent trust fund to the 
healthy Iowans tobacco trust for the fiscal year beginning 
July l, 2001, and ending June 30, 2002, the amount of fifty
five million dollars, to be used for the purposes specified in 
section 12.65. 

!b) For each fiscal year beginning July 1, 2002, and 
annually thereafter, there is transferred from the endowment 
for Iowa's health account of the tobacco settlement trust fund 
to the healthy Iowans tobacco trust fifty-five million dollars 
plus an inflationary factor of one and one-half percent of the 
aaount transferred in the previous fiscal year. Any transfer 
in an amount not in accordance with this subparagraph shall 
not be made unless authorized by a three-fifths majority of 
each house and approved by the governor. 

Sec. 16. Section 12E.l2, subsection 3, Code 2001, is 
aaended by adding the following new paragraph: 

NEN PARAGRAPH. e. If consistent with the investment 
policy established by the board, the authority may invest 
moneys of or held by the authority in structured notes and 
investment agreements, the repayment of the principal amount 
of which is protected or guaranteed. 
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Sec. 17. Section 12E.13, subsection 5, Code 2001, is 
amended to read as follows: 

5. All moneys of the authority or moneys held by the 
authority shall be invested and held in the name of the 

authority, whether they are held for the benefit, security, or 
future payment to holders of bonds or to the state. All such 
moneys and investments shall be considered moneys and 
investments of the authority with the exception of moneys in 
the tax-exempt bond proceeds restricted capital funds account 
of the tobacco settlement trust fund which are moneys of the 
state. 

Sec. lB. Section l2E.l7, Code 2001, is amended to read as 
followss 

12E.l7 DISSOLUTION OF THE AUTHORITY. 
The authority shall dissolve no later than two years from 

the date of final payment of all outstanding bonds and the 
satisfaction of all outstanding obligations of the authority, 
except to the extent necessary to remain in existence to 
fulfill any outstanding covenants or provisions with 
bondholders or third parties made in accordance with this 
chapter. Upon dissolution of the authority, all assets of the 
authority shall be returned to the state and shall be 
deposited in the healthy Iowans tobacco se~~iemen~-endowment 
f~nd trust, unless otherwise directed by the general assembly, 
and the authority shall execute any necessary assignments or 
instruments, including any assignment of any right, title, or 
ownership to the state for receipt of payments under the 
master settlement agreement. 

Sec. 19. 2000 Iowa Acts, chapter 1208, section 24, as 
amended by 2001 Iowa Acts, Senate File 258, section 1, is 
repealed. 

Sec. 20. EFFECTIVE DATE -- DEPOSIT OF FUNDS, Until the 

effective date of the sale as provided in section 12E.9, the 
state's share shall be deposited in the healthy Iowans tobacco 
trust created in section 12.65. Upon the effective date of 
the sale, the state's share shall be transferred or deposited 
in accordance with any sales agreement and chapter 12E . 

• 
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Sec. 21. EFFECTIVE DATE. This Act, being deemed of 
immediate importance, takes effect upon enactment. 

~y E. K~R 

President of the Senate 

BRENT SIEGRIST 
Speaker of the Bouse 

I hereby certify that this bill originated in the Senate and 
is known as Senate File 532, Seventy-ninth General Assembly • 

MICHAEL E. MARSHALL 

~~~a Secretary of the Senate 
Approved ----~--foJ_~ ___ , _____ , 2001 

THOMAS J. VILSACK 
Governor 
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