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Financing and Sustaining Youth Programs

2010 Master Settlement Agreement (MSA) Payment Highlights

Overview

In April, 2010, states received $6.38 billion as part of their annual tobacco Master Settlement Agreement (MSA)
payment. ' These unrestricted payments began in 2000 and will be made to the states in perpetuity, with total
payments estimated at more than $246 billion over the first 25 years. States continue to use MSA funds to
support a variety of programs and services, including tobacco prevention and control, health, education, and debt
service on securitized funds. Nineteen states have allocated a portion of MSA funds to invest in their youth
populations in areas such as afterschool, literacy, child welfare, smoking prevention, and health promotion.

The following summary is based on available data from 33 of the 46 states party to the agreement. It highlights
key trends in the allocation of 2010 MSA funds, with a focus on how MSA revenues can support initiatives that
promote the positive development of youth. For more information, visit our interactive database detailing how
MSA payments are allocated in each state, and promising practice profiles for innovative examples of how states
use MSA funds to support youth programs and services.

2010 Key Findings

In 2010, states continued to allocate their MSA funding across the same categories as in 2009, with funding for

health services accounting for nearly half of all MSA expenditures. Compared to 2009, funding for health services

increased slightly (40% to 48%), while funding for education and social services dipped (9% to 6%), and funding

for smoking prevention and control remained level, at just 2 percent of all payments. Despite the economic

downturn, the majority of states reported no significant changes in the allocation of MSA funds. Other key findings

include:

v' States received roughly $6.38 billion in MSA payments.

v The majority of states allocated their MSA payments to health (48%), debt service on securitized funds (26%),
and general purposes (10%). Funding for tobacco prevention and control continues at just 2 percent.

v One state (MI) securitized a portion of their MSA payments in 2010. Eighteen states have securitized a portion
or all of their MSA payments since 2000.

v Nineteen states use a portion of their MSA funds to support services for youth.

v’ Six states (AL, KY, KS, MI, NC and VA) continue to utilize children’s trust funds or other mechanisms to
allocate funding across youth programs.
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Source: Based on interviews with State Budget Offices and a review of MSA expenditure data provided by their staff, in
33 of the 46 states party to the agreement, February-June 2010.

1 The $6.38 billion reflects 2010 payments made to all states party to the MSA. See National Associations of Attorneys General web site
www.naag.org/backpages/naag/tobacco/msa-payment-info/2010-04-20 Summary of April 2010 MSA Payments.pdf




Highlights of States Investing MSA Funds in Youth Services

v Hawaii dedicates 6.5 %6 of its MSA funds to a Tobacco Prevention and Control Trust Fund.
The trust fund provides community based grants to support tobacco control and prevention activities,
including cessation counseling, support groups, and youth tobacco prevention. State level activities
are also funded including the state youth empowerment group REAL, Coalition for Tobacco Free Hawaii,
integrated health communications, the Hawaii Quitline, evaluation, and infrastructure support to
coordinate activities.

v Kentucky currently sets aside 25%b of its MSA funding to support the Kids Now Initiative.
Funding supports programs in four key areas including public health campaigns and prevention services
to support maternal and infant child health; programs to support healthy families, including home
visiting services and early childhood mental health services; programs to support the enhancement of
early care and education, including a quality rating system for childcare as well as additional subsidies
and scholarships to increase access to high quality childcare; and infrastructure supports, including
support for the Early Childhood Development Authority, who oversees expenditures for the Kids Now
Initiative.

v North Carolina dedicates 25%b of its tobacco settlement revenues to the Health and Wellness
Trust Fund (HWTF). The trust fund supports a wide variety of smoking cessation and prevention
programming for youth, with a key goal of reducing teen smoking in its schools. By focusing their
efforts on schools and using evaluation results to measure program effectiveness and refine its
programs, HWTF has been able to reduce teen smoking among high school students by 30 percent and
by 52 percent among middle school students.
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Source: Based on interviews with State Budget Offices and a review of MSA expenditure data provided by their
staff, in 33 of the 46 states party to the agreement, February - June 2010.

Please note The Finance Project does not receive or distribute MSA revenue. Unrestricted annual payments are made from the
tobacco manufacturers directly to the 46 states party to the agreement. States have set up various structures and priorities for
managing and investing these funds which are highlighted in our state profiles.



