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INTRODUCTION 

Appellees, Philip Morris Incorporated, R. J. Reynolds Tobacco Company, 

Lorillard Tobacco Company, Brown & Williamson Tobacco Corporation, and 

United States Tobacco Company (“the Settling Defendants”) file this Answer Brief 

in response to the State of Florida’s (“State”) Initial Brief. The Settling 

Defendants dispute several positions that the State has taken in its Initial Brief. 

First, the Settling Defendants have not agreed to pay “all” of the State’s attorneys’ 

fees or assume the State’s obligations under the contingency fee contract with its 

Private Counsel. Second, the State is incorrect as to the time that it claims “Final 

Approval” occurred under the parties’ Settlement Agreement. 
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ARGUMENT 

I. UNDER TI-IE SETTLEMENT AGREEMENT, THE SETTLING 
DEFENDANTS ONLY AGREED TO PAY REASONABLE 
ATTORNEYS’ FEES, NOT “ALL” OF THE STATE’S ATTORNEYS’ 
FEES. 

The State asserts in its Initial Brief that the Settling Defendants have agreed 

to pay “all” of the State’s attorneys’ fees pursuant to the August 25, 1997 

Settlement Agreement. For example, the State claims, “The responsibility of the 

Settling Defendants to nay all private counsel fees and costs is undisputed.” 

State’s Initial Brief at 43. Elsewhere, the State likewise asserts, “[T]he proposed 

Settlement provided for payment of a the State’s attorneys’ fees by the Settling 

Defendants. ” State’s Initial Brief at 7. 

Contrary to the State’s position, the Settlement Agreement did not provide 

that Settling Defendants were responsible for “all” of the State’s attorneys’ fees, 

which could have potentially included the twenty-five percent (25%) contingency 

fee. Instead, the Settlement Agreement is very precise in the obligation undertaken 

by Settling Defendants: 

Settling Defendants agree to pay, separate and apart from 
the above [costs and expenses], reasonable attorneys’ fees 
to private counsel. 
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Settlement Agreement at 14, State’s App. 56. The amount of these fees is to be 

determined by a panel of independent arbitrators, subject to an annual cap to which 

the State specifically agreed. Id. 

Thus, under the express terms of the Settlement Agreement, the Settling 

Defendants never agreed to pay “all” of the State’s attorneys’ fees, nor did the 

Settling Defendants ever agree to assume the State’s obligations under the 

contingency fee contract with its attorneys. The Settling Defendants’ only 

obligation is to pay a reasonable fee to be set by a panel of arbitrators. ’ Hence, 

the State’s assertion to the contrary is not supported by the clear language of the 

Settlement Agreement. 

In sum, the Settlement Agreement, as well as the Escrow Agreement, 

between the State and Settling Defendants do not have any effect on the rights of 

third-parties, such as the State’s private counsel, and do not determine these third- 

parties’ claims to the settlement proceeds. The provision for the arbitration award 

1 In exchange for payment of reasonable attorneys’ fees, Settling 
Defendants are entitled to receive a release from the State’s private counsel. 
Indeed, the attorneys’ fees provisions of the Texas Settlement, which have been 
incorporated into the Florida Settlement at the State’s request, have now been 
amended and clarified to expressly provide that Settling Defendants are to receive 
a release from Texas’ private counsel who are paid fees through the arbitration 
process. See Texas Fee Payment Agreement, App. 3. The State appears to 
acknowledge in its Initial Brief that such a release is a needed element in the 
Florida Settlement. See State’s Initial Brief at 49 n.36. All parties to the 
Settlement agree the trial court improperly rewrote that agreement. 
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of reasonable attorneys’ fees simply affords the State’s private counsel an 

alternative for receiving payment of their fees. Regardless of whether private 

counsel elect this alternative, or attempt to enforce potential contract remedies 

directly against the State, the Settling Defendants’ sole obligation is to pay only 

reasonable attorneys’ fees as set by arbitration. 

II. “FINAL APPROVAL” UNDER THE SETTLEMENT AGREEMENT 
OCCURRED ONLY AFTER TIME TO APPEAL THE FINAL 
JUDGMENT HAD EXPIRED. 

The State asserts that “Final Approval”, a condition precedent to release of 

any of the escrowed settlement funds, occurred on September 24, 1997, 30 days 

after the Settlement Agreement was signed. State’s Initial Brief at 11, 25. 

However, because the time for appeal from the Order Approving the Settlement 

Agreement (“Settlement Order”) had not “expired” due to the interlocutory nature 

of the Settlement Order, Final Approval did not occur until nine (9) months later, 

on June 25, 1998, 30 days after entry of Final Judgment. App. 1 (Final 

Judgment). 2 

2 Although “Final Approval” has now occurred under the Florida 
settlement, Settling Defendants continue to have an interest in the interpretation of 
this provision since settlements with other States contain similar language. 
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The Settlement Agreement established two settlement escrow accounts which 

were funded by Settling Defendants on September 15, 1997. All monies in the 

escrow accounts are held “pending Final Approval of this Settlement Agreement. ” 

Settlement Agreement at 8-10 (State’s App. 36). Thus, no settlement funds can 

be disbursed to the State until “Final Approval” has occurred. 

“Final Approval” of the Settlement Agreement is defined in Section 1 .D .9 

of the Agreement as follows: 

“Final Approval” means the date on which all of the 
following shall have occurred: 

a. 

b. 

C. 

The Settlement Agreement is approved by 
the Court; 

Entry is made of an order of dismissal of 
claims or a final judgment as provided 
herein; and 

The time to anneal or to seek permission to 
appeal from the Court’s anmoval as 
described in (a) hereof, and entry of such 
fmal iudpment or order of dismissal as 
described in (b) hereof has expired or if 
appealed, the appeal has been dismissed or 
the approval and judgment or order have 
been affirmed by the court of last resort to 
which such appeal has been taken and such 
affrrmance has become no longer subject to 
further appeal or review. (emphasis added) 

Id. at 5-6. 

W#89502.1 



Under the express terms of the parties’ Settlement Agreement, funds may 

only be disbursed from the escrow accounts upon “Final Approval” of the 

Settlement Agreement. Throughout the proceedings with the State, Settling 

Defendants consistently objected to disbursement of escrowed settlement funds 

prior to Final Approval. This required the expiration of the time for appeal of the 

trial court’s Settlement Order. 

However, because the Settlement Order did not dismiss all counts of the 

complaint, but permitted Count III (injunctive relief) to remain in place, that order 

cannot trigger the time for expiration of appeals as the order is non-final. See 

Pellegrino v. Horwitz, 642 So. 2d 124, 126 (Fla. 4th DCA 1994) (“Final orders 

dismissing fewer than all of several interrelated claims involving the same 

transaction and parties are not appealable. ‘I) Because the State’s claims for 

injunctive relief were based on the same alleged course of conduct and arose out 

of the same incidents as in the dismissed counts, dismissal of some but not all of 

these interrelated claims resulted in a non-final, non-appealable order. 

At the Settling Defendants’ insistence, this procedural error was eventually 

corrected by the State’s voluntary dismissal without prejudice of its remaining 

claims for injunctive relief. See App. 2 (Stipulation of Voluntary Dismissal and 

Order Approving). Because other pending appellate proceedings prevented 
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immediate entry of a Final Judgment until they were likewise dismissed, see Fla. 

R. App. P. 9.130 (f), the Final Judgment Dismissing Pending Action was not 

entered until May 26, 1998. (App. 1). Under the Settlement Agreement, the time 

for appeal “expired” on June 25, 1998. Thus, the State is incorrect in its assertion 

that “Final Approval” had occurred some nine (9) months previously. 
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Conclusion 

The State is mistaken when it asserts that Settling Defendants agreed to pay 

all of the State’s attorneys’ fees. Likewise, the State is incorrect as to the time of 

Final Approval, which only occurred on June 25, 1998. This Court should, 

therefore, enter its judgment based on the Settling Defendants’ accurate description 

of these matters under the Settlement Agreement. 

Respectfully submitted, 

CARLTON, FIELDS, WARD, EMMANUEL, 
SMITH & CUTLER, P.A. 

Post Office Box 150 
West Palm Beach, FL 33402-0150 
Telephone: (561) 659-7070 
Facsimile: (56 1) 659-7368 
Attorneys for Settling Defendants 

F. Townsend Hawkes (0307629) 
Joseph Ianno, Jr. (655351) 
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IN THE CIRCUIT COURT OF THE 
FIFTEENTH JUDICIAL CIRCUIT IN 
AND FOR PALM BEACH COUNTY, 
FLORIDA 

THE STATE OF FLORIDA, et al. 

Plaintiffs, 
CASE NO: CL 95-1466 AH 

V 

THE AMERICAN TOBACCO 
COMPANY, et al. 

Defendants. 

FINAL JUDGMENT DISMISSING PENDING ACTION 

Based upon this Court’s Order Approving and Adopting Settlement Agreement as an 

Enforceable Order of the Court dated August 25, 1997 and Order Approving and Adopting 

Certain Stipulations of the Parties as Enforceable Orders of This Court dated April 24, 1998, 

Final Judgment dismissing this action is hereby entered. 

This Order shall not divest this Court of jurisdiction over matters which this Court has 

previously retained jurisdiction over, including but not limited to, disputes over attorneys’ fees 

and costs, liens to enforce the same, and to enforce the terms of the August 25, 1997 Settlement 

Agreement for which this Court maintains continuing jurisdiction, including provisions therein 

as to attorneys’ fees and costs. 

DONE AND ORDERED at West Palm Beat tg$ffgyfb$j fjyp&fyrida~ this - 

day of May, 1998. 
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cc: Counsel of Record 
on the attached service list. 

MAY 26 1998 

Harold J, Cohen 
Circuit Court Judge 

HAROLD JEFFREY COHEN, Circuit Judge 
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IN THE CIRCUIT COURT OF THE 
mEENTH JUDICIAL CIRCUIT, lN AND 
FOR PALM BEACH COUNTY, FLORIDA 

CASE NO. CL 95-1466 AH 

THE STATE OF FLORIDA, et al., 

Plaintiffs, 

V. 

THE AMERICAN TOBACCO COMPANY, et al., 

Defendants. 
I 

ORDER APPROVING AND ADQPTING CERTAIN STIPULATIONS 
OFRCEABLE ORDERS OF THIS COURT 

On April 24, 1998, the parties presented the Court with the following materials for 

review and approval: Stipulation of Voluntary Dismissal Without Prejudice of Count III of 

the Plaintiffs’ Third Amended Complaint and Stipulation of Voluntary Dismissal Without 

Prejudice of Counterclaim and Third Party Complaint Against the State of Florida and the 

Florida Department of Corrections. 

UPON REVIEW AND CONSIDERATION of the above referenced stipulations, the 

Court approves and adopts these stipulations, attached hereto and incorporated herein, as 

enforceable orders of this Court. Pursuant to this Order and the above-referenced 

stipulations, the parties shall comply with all terms and conditions contained therein. The 

Court expressly retains jurisdiction to enforce this Order and the above-referenced 

stipulations. 
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ACCORDIkGLY, and upon stipulation of the parties, all remaining claims pending in 

this action are voluntarily dismissed without prejudice. 

day of April, 1998. 
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IN THE CIRCUIT COURT OF THE FIFTEENTH JUDICIAL CIRCUIT, 
IN AND FOR PALM BEACH COUNTY, FLORIDA 

THE STATE OF FLORIDA, et al. 

Plaintiffs, 

V. Civil Action No. 
95-1466 AH 

THE AMERICAN TOBACCO 
COMPANY, et al. 

Defendants. 

STIPULATION OF VOLUNTARY DISMISSAL WITHOUT PREJUDICE 
OF COUNTERCLAIM AND THIRD PARTY COMPLAINT AGAINST THE STATE , 

A AND THE FLORIDA DEPARTMFHT OF COD 

WHEREAS, on March 24, 1997, Defendants, including British American Tobacco 

Company, Ltd. and Dosal Tobacco Corporation, Incorporated, filed a Counterclaim and 

Third Party Complaint against the State of Florida and the Florida Department of Corrections 

for contribution. 

WHEREAS, on August 25, 1997, the State of Florida and certain of the named 

Defendants in this cause of action (hereinafter the “Settling Defendants”) entered a 

Settlement Agreement of al1 of the monetary and certain of the noneconomic, injunctive 

claims for relief asserted in Plaintiffs’ Third Amended Complaint which Settlement 

Agreement was approved and adopted as an enforceable Order of the Court on that same 

date. 

WHEREAS, on August 25, 1997, the Court dismissed, with prejudice, all claims filed 

by the Settling Defendants, which included the Counterclaim and Third Party Complaint 

against the State of Florida and the Florida Department of Corrections. 



WHEREAS, the August 25, 1997 Court Order did not dispose of the Counterclaim 

and Third Party Action against the State of Florida and the Florida Department of 

Corrections filed by the Non-Settling Defendants Dosal Tobacco Corporation, Incorporated 

and British American Tobacco Company, Ltd. 

WHEREAS, by separate Stipulation, all of the parties hereto have stipulated to 

dismissal, without prejudice, of Plaintiffs’ remaining claim in this case, Count III (Equity), 

NOW THEREFORE, it is hereby agreed as follows: 

This Stipulation of Voluntary Dismissal Without Prejudice of Counterclaim and Third 

Party Complaint is made as of this 24th day of April, 1998, by and among the undersigned. 

The undersigned parties hereby stipulate and agree, pursuant to F1a.R.Civ.P. 1.420(a)(l)(B), 

that subject to entry of an order adopting and approving this Stipulation. w 

* previous& 
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All of the parties hereto stipulate and agree that the Counterclaim and Third “1t. 

Party Complaint, dismissed without prejudice herein, may only be recommenced if Plaintiffs 

refile the claims made in Count III of the Plaintiffs’ Third Amended Complaint, which by 

Stipulation have been dismissed without prejudice, 

wxs3331.2 



Lawton M. Chiles, Jr., Individually 
and as Governor of the State of 
Florida 

Department of Business and 
Professional Regulation 

The Agency for Health Care 
Administration 

Department of Legal Affairs 
Department of Corrections 

On beha& of Counter-~efendants/Third 
Partv Plaintiffs 
Dosal Tobacco Corporation 
British-American Tobacco Company 

Limited 

Dated: April w, 1998 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of the foregoing has been 

furnished via U.S. Mail to all counsel on the attached Service List this 24th day of April, 

1998. 

BYX 
STEPHH J. kkfGB@~ 
Florida’Bar Number:978019 
JOSEPH IANNO, JR. 
Florida Bar Number 655351 
CARLTON, FIELDS, WARD, EMMANUEL, 

SMITH & CUTLER, P-A. 
Esperantk 
Post Office Box 150 
West Palm Beach, Florida 33402-0150 
Telephone: (561) 659-7070 
Facsimile: (561) 659-7368 
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Stephen J. Krigbaum 
Carlton, Fields, Ward, Emmanuel, 
Smith & Cutler, P.A. 

Esperantk 
Post Office Box 150 
West Palm Beach, Florida 33402 
Telephone: (561) 659-7070 
Facsimile: (56 1) 659-7368 

Murray R. Gamick 
Arnold & Porter 
555 Twelfth Street, N.W. 
Washington, D.C. 20004-1202 
Telephone: (202) 942-5716 
Facsimile: (202) 942-5999 

Edward A. Moss 
Anderson, Moss, Parks & 

Sherouse, P.A. 
25th Floor, New World Tower 
100 North Biscayne Boulevard 
Miami, FL 33132 
Telephone: (305) 358-5 171 
Facsimile: (305) 358-7470 

Justus Reid 
Reid, Metzger & Assoc., P.A. 
250 Australian Avenue South 
Suite 700 
West Palm Beach, FL 33401 
Telephone: (561) 659-7700 
Facsimile: (561) 659-6377 

SERVICE LIST 

Robert M. Montgomery 
Montgomery & Larmoyeux 
1016 Clearwater Place 

Post Office Drawer 3086 
West Palm Beach, FL 33402 
Telephone: (561) 832-2880 
Facsimile: (56 1) 832-0887 

Ronald L. Motley 
J. Anderson Berly 
Ness, Motley, Loadholt, 

Richardson & Poole 
151 Meeting Street, Suite 600 
Post Office Box 1137 
Charleston, SC 29402 
Telephone: (803) 577-6747 
Facsimile: (803) 577-7513 . 

Michael Maher 
Maher, Gibson & Guiley 
90 East Livingston Street, Suite 200 
Orlando, FL 32801 
Telephone: (407) 839-0866 
Facsimile: (407) 425-7958 

Wayne Hogan 
Brown, Terrell, Hogan, Ellis, 

McClamma & Yegelwel, P.A. 
Blackstone Building, Suite 804 
233 East Bay Street 
Jacksonville, FL 32202 
Telephone: (904) 632-2424 
Facsimile: (904) 353-44 18 

William C. Gentry 
Gentry, Phillips, Smith and 

Hodak, P.A. 
Six East Bay Street, Suite 400 
Post Office Box 837 
Jacksonville, Florida 32201 
Telephone: (904) 356-4100 
Facsimile: (904) 358- 1895 
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Attorney General Robert Butterworth 
Office of the Attorney General 
The Capital, PL-01 
Tallahassee, FL 323991050 
Telephone: (850) 487-1963 
Facsimile: (850) 487-2564 

Myron H. Bumstein 
Office of the Attorney General 
110 Tower, 10th Floor 
110 S.E. 6th Street 
Fort L-auderdale, FL 33301 
Telephone: 954-985-4788 

Parker D. Thomson 
Carol A. Lick0 
Thomson, Muraro, Razook & Hart, P.A. 
One Southeast Third Avenue, Suite 1700 
Miami, FL 33131 
Facsimile: 305-374-1005 

Arnold R. Ginsberg 
Ginsberg & Swart 
66 West Flagler Street 
Miami, FL 33130 

C. David Fonvielle 
Fonvielle & Hinkle 
2275 Capital Circle Northeast 
Building A 
Tallahassee, FL 32308 
Telephone: (850) 422-7773 
Facsimile: (850) 422-3449 

P. Tim Howard 
Howard & Associates, P.A. 
1424 E. Piedmont Drive, Suite 202 
Tallahassee, FL 323 12 
Telephone: (850) 298-4455 
Facsimile: (850) 298-4486 

James W. Beasley, Jr. 
hsley, Leacock and Hauser, P.A. 
505 S. Flagler Drive, Suite 1400 
West Palm Beach, FL 33401 
Telephone: (561) 835-0900 
Facsimile: ‘(561) 835-0939 

Thomas W. Carey 
Carey & Hilbert 
622 Bypass Drive 
Clear-water, FL 34624 
Telephone: (8 13) 799-3900 
Facsimile: (813) 799-8181 

C. Steven Yerrid 
Yerrid, Knopik & Mudano, P.A. 
101 East Kennedy Boulevard, Suite 2160 
Tampa, FL 33602 
Telephone: (8 13) 222-8222 
Facsimile: (8 13) 222-8224 

Richard F. Scruggs 
Scruggs, Millett, Lawson, et al. 
734 Delmas Street 
Pascagoula, MS 39568- 1425 
Telephone: (60 1) 7626068 
Facsimile: (601) 762- 1207 

James H. Nance 
Nance Cacciatore, et al. 
P.O. Drawer 361817 
Melboure, FL 329361817 
Telephone: (407) 254-84 16 
Facsimile: (407) 259-8243 

Gerald J. Houlihan 
Houlihan & Partners, P.A. 
2600 Douglas Road, Suite 600 
Miami, FL 33134 



James M. Landis 
Foley & Gardner 
P.O. Box 3391 
100 North Tampa Street, Suite 2700 
Tampa, FL 33611 

John Roman0 
Michael Eriksen 
Romano, Eriksen & Cronin 
P.O. Box 21349 
West Palm hch, FL 33416-1349 

Stuart C. Markman 
Susan H. Freemon. 
Kynes, Markman & Felman, P-A, 
P.O. Box 3396 
Tampa, FL 33601 

Bruce Rogow 
Bruce S. Rogow, P.A. 
2441 S.W. 28th Avenue 

. Fort Lauderdale, FL 33312 
Telephone: (954) 767-8909 
Facsimile: (954) 764-1530 

Cynthia M. Moore 
Boies & Schiller, L.L.P. 
200 East Robinson Street, Suite 325 
Orlando, FL 32801 
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IN THE Cl&IT COURT OF THE FIFTEENTH JUDICIAL CIRCUIT, 

; 

IN AND FOR PALM BEACH COUNTY, FLORIDA 

THE STATE OF FLORIDA, et al. 

Plaintiffs, 

v. Civil Action No. 
95-1466 AH 

THE AMERICAN TOBACCO 
COMPANY, et al. 

Defendants. 

STIPULATION OF VOLUNTARY DISMISSAL WITHOUT PREJUDICE 
OF COUNT Ill OF THF PLAINTIFFS’ Tw AMENDED mMPLAINT 

WHEREAS, on August 25, 1997, the State of Florida and certain of the named 

Defendants in this cause of action (hereinafter the *Settling Defendants”) entered a 

Settlement Agreement of all of the monetary and certain of the noneconomic, injunctive 

claims asserted in Plaintiffs’ Third Amended Complaint which Settlement Agreement was 

approved and adopted as an enforceable Order of the Court on that same date. 

WHEREAS, the State of Florida believes that certain relief already received in the 

August 25, 1997 Settlement Agreement was in partial settlement of the equitable claims 

contained in Count III of Plaintiffs’ Third Amended Complaint, including: the removal of 

outdoor advertising by the Settling Defendants and $200 million for use in funding general 

enforcement, media, educational and other programs directed to the underage users or 

potential underage users of Tobacco Products. 

WHEREAS, pursuant to Section LA of that Settlement Agreement, the parties agreed 

that the Court was to retain jurisdiction over the State of Florida’s remaining claims for non- 



economic injunctive relief which had not been settled through the August 25, 1997 Settlement 

Agreement. 

WHEREAS, the relief being considered by Congress, through national tobacco 

legislation patterned after the June 20, 1997 Proposed Resolution (or a substantially similar 

federal program), also offers relief beyond that sought in Count III of the Plaintiffs’ Third 

Amended Complaint. 

WHEREAS, trial of the currently pending claims for non-economic, injunctive relief 

in Count III of the Plaintiffs’ Third Amended Complaint, as set forth in the parties’ August 

25, 1997 Settlement Agreement, is scheduled to commence in September, 1998. 

WHEREAS, there are differences of view as to whether Final Approval, as defined in ,i 

Section I.D.9 of the August 25, 1997 Settlement Agreement, has occurred, leading to 

uncertainty among the parties to that Settlement as to their rights and impeding the State of 

Florida from realization of the full benefits of that Agreement. 

WHEREAS, the parties to the August 25, 1997 Settlement Agreement and 

undersigned Non-Settling Defendants all desire to protect and finalize the August 25, 1997 

Settlement Agreement. 

WHEREAS, the State of Florida and Defendants wish to avoid the diversion of the 

considerable time and resources which would be required for trial preparation of the 

currently pending non-economic injunctive claims in Count III -- time and energies which 

would be better spent by the parties on passage of Congressional legislation codifying the 



terms of the June 20, 1997 Proposed Resolution (or a substantially equivalent federal 

prwW. 

WHEREAS, the parties to the August 25, 1997 Settlement Agreement and other non- 

settling parties wish to now resolve the current pending dispute regarding the occurrence of 

Final Approval so that the State of Florida can fully enjoy all benefits of the August 25, 1997 

Settlement Agreement; and 

WHEREAS, the State of Florida desires to retain the right to re-file the currently 

pending non+conomic, injunctive claims made in Count III of Plaintiffs’ Third Amended 

Complaint as a new action, if necessary. 

NOW THEREFORE, it is hereby agreed as follows: 
*. 

Pursuant to F1a.R.Civ.P. 1.42O(a)(l)(B), this Stipulation of Voluntary Dismissal 

Without Prejudice of,Count III of the Plaintiffs’ Third Amended Complaint is made as of this 

24th day of April, 1998, by and among the undersigned. 

The undersigned parties hereby stipulate and agree that upon Court approval of this 

Stipulation, the currently pending non-economic injunctive claims made in Count III of 

Plaintiffs’ Third Amended Complaint shall be voluntarily dismissed, without prejudice. The 

undersigned parties agree that such claims will not be re-filed prior to Janllary 1, 1999.rrli-i 



‘Florida Bar No ,“0516937 
On behalf of tl$ Plaintiffs/Counter 
DefendantlTkrd Partv Defendant: 
The State of Florida 
Lawton M. Chiles, Jr., Individually 

and as Governor of the State of 
Florida 

Department of Business and 
Professional Regulation 

The Agency for Health Care 
Administration 

Department of Legal Affairs 
Department of Corrections 

Dated: April tLF)_1998 

<xx 
Florida Bk No. 0978019 
On behalf of Defendants: 
Philip Morris Incorporated 
Philip Morris Companies Inc. 
R.J. Reynolds Tobacco Company 
RJR Nabisco Inc. 
Brown & Williamson Tobacco 

Corporation 
Brown & Williamson Tobacco 

Corporation, as successor by 
merger to The American Tobacco 
Corporation 

Lorillard Tobacco Company 
United States Tobacco Company 
UST Inc. 
Dosal Tobacco Corporation 
The Council for Tobacco Research -- 

U.S.A. Inc. 
The Tobacco Institute 
British-American Tobacco Company 

Limited 
Hill & Knowlton, Inc. 
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CERTIFICATE OF SERVTC& 

I HEREBY CERTIFY that a true and correct copy of the foregoing has been 

furnished via U.S. Mail to all counsel on the attached Service List this 24th day of April, 

1998. 

Florida Bar Number: 978019 
JOSEPH IANNO, JR. 
Florida Bar Number 655351 
CARLTON, FIELDS, WARD, EMMANUEL, 

SMITH & CUTLER, P.A. 
Espemnte 
Post Office Box 150 
West Palm Beach, Florida 33402-0150 
Telephone: (561) 659-7070 
Facsimile: (561) 659-7368 
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SERVICE LIST 

Stephen J. Krigbaum 
Carlton, Fields, Ward, Emmanuel, 
Smith & Cutler, P.A. 

Esperante 
Post Office Box 150 
West Palm Beach, Florida 33402 
Telephone: (56 1) 659-7070 
Facsimile: (561) 659-7368 

Robert M. Montgomery 
Montgomery & Larmoyeux 
1016 Cleanvater Place 

Post Office Drawer 3086 
West Palm Beach, FL 33402 
Telephone: (561) 832-2880 
Facsimile: (561) 832-0887 

Murray R. Gamick 
Arnold & Porter 
555 Twelfth Street, N.W. 
Washington, D.C. 20004-1202 
Telephone: (202) 942-57 16 
Facsimile: (202) 942-5999 

Edward A. Moss 
Anderson, Moss, Parks & 

Ronald L. Motley 
J. Anderson Berly 
Ness, Motley, Loadholt, 

Richardson & Poole 
151 Meeting Street, Suite 600 
Post Office Box 1137 
Charleston, SC 29402 
Telephone: (803) 577-6747 
Facsimile: (803) 577-75 13 

Sherouse, P.A. Michael Maher 
25th Floor, New World Tower Maher, Gibson & Guiley 
100 North Biscayne Boulevard 90 East Livingston Street, Suite 200 
Miami, FL 33132 Orlando, FL 32801 
Telephone: (305) 358-5 171 Telephone: (407) 839-0866 
Facsimile: (305) 358-7470 Facsimile: (407) 425-7958 

Justus Reid 
Reid, Metzger & Assoc., P.A. 
250 Australian Avenue South 
Suite 700 
West Palm Beach, FL 33401 
Telephone: (561) 659-7700 
Facsimile: (56 1) 659-6377 

Wayne Hogan 
Brown, Terrell, Hogan, Ellis, 

McClamma & Yegelwel, P.A. 
Blackstone Building, Suite 804 
233 East Bay Street 
Jacksonville, FL 32202 
Telephone: (904) 632-2424 
Facsimile: (904) 353-4418 

‘William C. Gentry 
Gentry, Phillips, Smith and 

Hodak, P.A. 
Six East Bay Street, Suite 400 
Post Office Box 837 
Jacksonville, Florida 3220 1 
Telephone: (904) 356-4 100 
Facsimile: (904) 358- 1895 



Attorney General Robert Butterworth 
Office of the Attorney General 
The Capital, PL-01 
Tallahassee, FL 3239% 1050 
Telephone: (850) 487-1963 
Facsimile: (850) 487-2% 

Myron H. Bumstein 
Office of the Attorney General 
110 Tower, 10th Floor 
110 S.E. 6th Street 
Fort Lauderdale, FL 33301 
Telephone: 954-985-4788 

Parker D. Thomson 
Carol A. Licko 
Thomson, Muraro, Razook & Hart, P.A. 
One Southeast Third Avenue, Suite 1700 
Miami, FL 33131 
Facsimile: 305-374- 1005 

Arnold R. Ginsberg 
Ginsberg & Swart 
66 West Flagler Street 
Miami, FL 33130 

C. David Fonvielle 
Fonvielle & Hinkle 
2275 Capital Circle Northeast 
Building A 
Tallahassee, FL 32308 
Telephone: (850) 422-7773 
Facsimile: (850) 422-3449 

P. Tim Howard 
Howard & Associates, P.A. 
1424 E. Piedmont Drive, Suite 202 
Tallahassee, FL 32312 
Telephone: (850) 298-4455 
Facsimile: (850) 298-4486 

James W. Beasley, Jr. 
Beasley, Leacock and Hauser, P.A. 
505 South Flagler Drive, Suite 1400 
West Palm Beach, FL 33401 
Telephone: (561) 835-0900 
Facsimile: (561) 835-0939 

Thomas W. Carey 
Carey & Hilbert 
622 Bypass Drive 
Cleatwater, FL 34624 
Telephone: (8 13) 799-3900 
Facsimile: (813) 799-8181 

C. Steven Yerrid 
Yerrid, Knopik & Mudano, P.A. 
101 East Kennedy Boulevard, Suite 2160 
Tampa, FL 33602 
Telephone: (8 13) 222-8222 
Facsimile: (8 13) 222-8224 

Richard F. Scruggs 
Scruggs, Millett, Lawson, et al. 
734 Delmas Street 
Pascagoula, MS 39568- 1425 
Telephone: (601) 762-6068 
Facsimile: (601) 762- 1207 

James H. Nance 
Nance Cacciatore, et al. 
P.O. Drawer 361817 
Melboure, FL 32936- 18 17 
Telephone: (407) 254-8416 
Facsimile: (407) 259-8243 

Gerald J. Houlihan 
Houlihan & Partners, P.A. 
2600 Douglas Road, Suite 600 
Miami, FL 33134 



James M. Landis 
Foley & Gardner 
P.O. Box 3391 
100 North Tampa Street, Suite 2700 
Tampa, FL 33611 

John Roman0 
Michael Eri ksen 
Romano, Eriksen & Cronin 
P.O. Box 21349 
West Palm Beach, FL 33416-1349 

Stuart C. Markman 
Susan H. Freemon 
Kynes, Markman & Felman, P.A. 
P.0, Box 3396 
Tampa, FL 33601 

Bruce Rogow 
Bruce S. Rogow, P.A. 
2441 S.W. 28th Avenue 
Fort Lauderdale, FL 33312 
Telephone: (954) 767-8909 
Facsimile: (954) 764- 1530 

Cynthia M. Moore 
Boies & Schiller, L.L.P. 
200 East Robinson Street, Suite 325 
Orlando, FL 32801 
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WHEREAS, paragraph 17 of the Settlement Agreement and Exhibit 1 
thereto provide that Settling Defendants shall pay reasonable attorneys’ fees to 
Private Counsel and Other Texas Counsel (collectively “Texas Counsel”), in an 
amount set by arbitration, subject to an appropriate annual cap on all such 
payments of attorneys’ fees by Settling Defendants, as well as other conditions set 
forth therein; 

WHEREAS, paragraph 16 of the Settlement Agreement contains a “Most 
Favored Nation” clause which provides that, in the event that Settling Defendants 
enter into a future pre-verdict settlement agreement of other litigation brought by 
a non-federal governmental plaintiff on terms more favorable to such 
governmental plaintiff than the terms of the Settlement Agreement (after due 
consideration of relevant differences in population or other appropriate factors), 
the terms of the Settlement Agreement shall be revised so that the State of Texas 
will obtain treatment at least as relatively favorable as any such non-federal 
governmental entity; 

TEXAS FEE PAYMENT AGREEMENT 

This Texas Fee Payment Agreement (the “Agreement”) is entered into as 
of July 24, 1998, by and among Philip Morris Incorporated, R.J. Reynolds 
Tobacco Company, Brown & Williamson Tobacco Corporation, Lorillard 
Tobacco Company and United States Tobacco Company (collectively and 
severally “Settling Defendants’* and each individually a “Settling Defendant”), 
Walter Umphrey, John M. O’Quinn, P.C., John Eddie Williams, Jr., Reaud, 
Morgan & Quinn, Inc., The Nix Law Firm and Ness, Motley, Loadholt, 
Richardson & Poole (collectively, “Private Counsel”), the Law Offices of Marc D. 
Murr, P.C. (“Other Texas Counsel”) and the State of Texas, in connection with 
the lawsuit State of Texas v. American Tobacco Co., No. S-96CV-91 (E-D. Tex. 
filed Mar. 28, 1996) (the “Action”). 

WITNESSETH: 

WHEREAS, on January 16, 1998, the State of Texas and Settling 
Defendants entered into a comprehensive settlement agreement to settle and 
resolve with finality all present and future civil claims relating to the subject 
matter of the Action (the “Settlement Agreement”), which Settlement Agreement 
was approved by the United States District Court for the Eastern District of Texas 
(the “Court”) and adopted as an enforceable order of the Court pursuant to Court 
Order dated January 22, 1998. 



WHEREAS, on May 8, 1998, certain Settling Defendants entered into a 
pre-verdict settlement agreement with the State of Minnesota (the “Minnesota 
Settlement”), which includes provisions for payment of attorneys’ fees to private 
counsel for the State of Minnesota; 

WHEREAS, on July 24, 1998, Settling Defendants and the State of Texas 
entered into a Stipulation of Amendment to Settlement Agreement and for Entry 
of Consent Decree (the “Stipulation of Amendment”) to resolve any disputes with 
respect to the Most Favored Nation clause of the Settlement Agreement, including 
any disputes regarding payment of attorneys’ fees, in light of the Minnesota 
Settlement; and 

WHEREAS, Settling Defendants, the State of Texas and Texas Counsel, 
in order to resolve any disputes with respect to paragraphs 16 and 17 of the 
Settlement Agreement, and to describe more fully the procedures that will govern 
Settling Defendants’ payment of fees to Texas Counsel, have agreed to the terms 
of this Agreement: 

NOW, THEREFORE, BE IT KNOWN THAT, in consideration of their 
mutual agreement to the terms of this Agreement, the State of Texas’s and 
Settling Defendants’ mutual agreement to the terms of the Stipulation of 
Amendment, and such other consideration described herein, including the release 
of certain claims against Settling Defendants, the sufficiency of which is hereby 
acknowledged, the parties hereto. acting by and through their authorized agents, 
memorialize and agree as follows: 

SECTION 1. Agreement TO Pay Fees. 

Settling Defendants will pay reasonable attorneys’ fees to Texas Counsel 
(as identified by the Attorney General pursuant to section 21 hereof) for their 
representation of the State of Texas in connection with the Action. The amount of 
such fees will be set by a panel of three independent arbitrators (the “Panel”) 
whose decisions as to the amount of fees to be paid in connection with this 
Agreement (“Fee Award(s)“) shall be final and not appealable. The procedures 
governing Settling Defendants’ obligation to pay any such Fee Awards, including 
the procedures for making, and the timing of payments in satisfaction of, such Fee 
Awards shall be as provided herein. 
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SECTION 2. Aggregate National Caps on Payment of Certain Fees. 

Settling Defendants’ payment of any Fee Award pursuant to this 
Agreement shall be subject to the payment schedule and the annual and quarterly 
aggregate national caps specified in sections 13, 14, 15 and 16 hereof, which shall 
apply to: 

(a) all payments of attorneys’ fees pursuant to an award arbitrated by the 
Panel (“Fee Award”) in connection with the settlement of any tobacco and health 
cases (other than non-class action personal injury cases brought directly by or on 
behalf of a single natural person or the survivor of such person or for wrongful 
death, or any non-class action consolidation of two or more such cases) (“Tobacco 
Cases”) on terms that provide for payment by Settling Defendants or other 
defendants acting in agreement with Settling Defendants (collectively, 
“Participating Defendants”) of fees with respect to private counsel retained by the 
plaintiff in connection with any such case (“Outside Counsel”), subject to an 
annual cap on payment of all such fees; 

( w all payments of attorneys’ fees (other than fees for attorneys of 
Participating Defendants) pursuant to a Fee Award for activities in connection 
with Tobacco Cases resolved by operation of federal legislation that either (i) 
implements the terms of the June 20, 1997 Proposed Resolution (or a substantially 
equivalent federal program) (the “Proposed Resolution”) or (ii) imposes an 
enforceable obligation on Participating Defendants to pay attorneys’ fees with 
respect to Outside Counsel (any such legislation hereinafter referred to as “Federal 
Legislation”); and 

(c) all payments of attorneys’ fees and certain other professional fees 
(other than fees for attorneys or agents of Participating Defendants) pursuant to a 
Fee Award for contributions made toward enacted Federal Legislation. In the 
event that Federal Legislation is enacted, the terms “Outside Counsel” and 
“Eligible Counsel” shall apply not only to persons otherwise falling within the 
definitions of such terms herein but also to all persons granted Fee Awards for 
such contributions (such persons being Eligible Counsel with respect to each 
month beginning with the month the Federal Legislation was enacted). 

Nothing in this Agreement shall be construed to require any Settling 
Defendant to pay Fee Awards in connection with any litigation other than the 
Action. 



SECTION 3. Exclusive Obligation of Settling Defendants; Release, 

The provisions set forth herein constitute the entire obligation of Settling 
Defendants with respect to payment of attorneys’ fees in connection with the . 
Action and the exclusive means by which Texas Counsel may seek payment of 
fees by Settling Defendants in connection with the Action. The parties hereto 
acknowledge that the provisions for payment set forth herein are the entirety of 
Settling Defendants’ obligations with respect to payment of attorneys fees 
pursuant to paragraph 17 of the Settlement Agreement. The State of Texas agrees 
that Settling Defendants have no obligation to pay attorneys’ fees pursuant to 
paragraph 17 of the Settlement Agreement with respect to any counsel other than 
Texas Counsel (as identified by the Attorney General pursuant to section 21 
hereof), and that Settling Defendants have no other obligation to pay fees or 
otherwise compensate Texas Counsel, any other counsel or representative of the 
State of Texas or the State of Texas itself with respect to attorneys’ fees in 
connection with the Action. Each Texas Counsel hereby irrevocably releases 
Settling Defendants and their respective present and former parents, subsidiaries, 
divisions, affiliates, officers, directors, employees, representatives, insurers, 
agents and attorneys (as well as the predecessors, heirs, executors, administrators, 
successors and assigns of each of the foregoing) from any and all claims that such 
counsel ever had, now has or hereafter can, shall or may have in any way related 
to the Action (including but not limited to any negotiations related to the 
settlement of the Action). The foregoing shall not be construed as a release of any 
person or entity as to any of the obligations undertaken in this Agreement in 
connection with a breach thereof. 

SECTION 4. No EfSect on Texas Counsel’s Fee Contracts. 

The State of Texas has entered into a contingent-fee contract with certain 
Private Counsel (“Private Counsel’s Contract”) and has entered into a fee contract 
with Other Texas Counsel (“Other Texas Counsel’s Contract”). The rights and 
obligations, if any, of the parties to Private Counsel’s Contract and Other Texas 
Counsel’s Contract shall be unaffected by this Agreement. Those Private Counsel 
that are parties to Private Counsel’s Contract shall not be deemed to have waived 
any rights under Private Counsel’s Contract, nor shall Other Texas Counsel be 
deemed to have waived any rights under Other Texas Counsel’s Contract, as a 
result of their acceptance of payments made pursuant to this Agreement. 
However, any Private Counsel Payments made in connection with this Action 
shall be credited against any amounts that may be due to Private Counsel that are 
parties to Private Counsel’s Contract from the State of Texas under Private 
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Counsel’s Contract, and any payments received pursuant to this Agreement by 
Other Texas Counsel shall be credited against any amounts that may be due to 
Other Texas Counsel from the State of Texas under Other Texas Counsel’s 
Contract. 

SECTION 5. Composition of the Panel. 

(a) The first and the second members of the Panel shall both be 
permanent members of the Panel and, as such, will participate in the 
determination of all Fee Awards. The third Panel member shall not be a 
permanent Panel member, but instead shall be a state-specific member selected to 
determine Fee Awards on behalf of Outside Counsel retained in connection with 
litigation within a single state. Accordingly, the third, state-specific member of 
the Panel for purposes of determining Fee Awards with respect to litigation in the 
State of Texas shall not participate in any determination as to any Fee Award with 
respect to litigation in any other state (unless selected to participate in such 
determinations by such persons as may be authorized to make such selections 
under other agreements). 

(b) The members of the Panel shall be selected as follows: 

(i) The first member shall be a natural person selected by 
Participating Defendants, who shall advise Texas Counsel of the name of 
the person selected by October 8, 1998. 

(ii) The second member shall be a natural person selected by 
agreement of Participating Defendants and a majority of the members of a 
committee composed of the following members: Joseph F. Rice, Richard 
F. Scruggs, Steven W. Berman, Walter Umphrey, two representatives of 
the Castano Plaintiffs’ Legal Committee and, at the option of Participating 
Defendants, one additional representative to serve on behalf of counsel for 
any one or more states that, subsequent to the date hereof, enter into 
settlement agreements with Participating Defendants that provide for 
payment of such states’ Outside Counsel pursuant to an arbitrated award 
of fees. Such second member shall be selected by October 1, 1998. 

(iii) The third, state-specific member for purposes of determining 
Fee Awards with respect to litigation in the State of Texas shall be a 
natural person selected by Private Counsel, who shall notify Settling 
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Defendants and Other Texas Counsel of the name of the person selected 
by October 15, 1998. 

SECTION 6. Commencement of Panel Proceedings. 

No application for a Fee Award shall be presented to the Panel or any 
Panel member until November 3, 1998. The Panel shall consider and render 
decisions on applications for Fee Awards in the order in which they are submitted 
or pursuant to notice by counsel having priority that they have ceded their place to 
others. In the event that more than one application for a Fee Award is submitted 
on the same date, the Panel shall consider and render decisions on such 
applications in the order in which their respective cases were settled. Private 
Counsel may seek permission from the Panel to make combined presentations of 
aspects of their respective applications. Settling Defendants shall not oppose any 
request to combine presentations of applications for Fee Awards in connection 
with the Action, the lawsuit In re Mike Moore, Attorney General, ex rel. State of 
Mississippi Tobacco Lit@. , No. 94-1429 (Miss. Ch. Ct., Jackson County), or the 
lawsuit State of Florida v. American Tobacco Co., No. 95-1466 AH (15th Jud. 
Circuit, Palm Beach County). 

SECTION 7. Costs of Arbitration. 

All costs and expenses of the arbitration proceedings held by the Panel, 
including compensation of Panel members (but not including any costs, expenses 
or compensation of counsel making applications to the Panel), shall be borne by 
Settling Defendants in proportion to their respective Market Shares. 

SECTION 8. Application of Private Counsel. 

Private Counsel shall make a collective written application to the Panel for 
a single Fee Award (the “Private Counsel Fee Award”) on November 3, 1998. Ail 
interested persons, including persons not parties hereto, may submit to the Panel 
any information that they wish; but interested persons not parties hereto may 
submit only written materials. The Panel shall consider all such submissions by 
any party hereto and may consider any such materials submitted by other 
interested persons. All written submissions relating to applications for a Fee 
Award in connection with the Action shall be served on all parties hereto by 
November 13, 1998, Presentations to the Panel shall, to the extent possible, be 
based on affidavit or video presentation rather than live testimony. The Panel 
shall preserve the confidentiality of any attorney work-product materials or other 

6 



similar confidential information that may be submitted. Settling Defendants will 
not take any position adverse to the amount of the Fee Award requested by Private 
Counsel, nor will they or their representatives express any opinion (even upon 
request) as to the appropriateness or inappropriateness of the amount of any 
proposed Private Counsel Fee Award. The undersigned outside counsel for 
Settling Defendants Philip Morris Incorporated and R.J. Reynolds Tobacco 
Company will appear, if requested, to provide information as to the nature and 
efficacy of the work of Private Counsel and to advise the Panel that they support a 
Private Counsel Fee Award of full reasonable compensation under the 
circumstances. 

SECTION 9. Award of Fees to Private Counsel. 

The members of the Panel will consider all relevant information submitted 
to them in reaching a decision as to a Fee Award that fairly provides for full 
reasonable compensation of Private Counsel for their representation of the State 
of Texas in connection with the Action. The Panel shall determine the amount of 
the Private Counsel Fee Award for all Private Counsel collectively no later than 
December 10, 1998. Given the significance and uniqueness of the Action, the 
Panel shall not be limited to an hourly-rate or lodestar analysis in determining the 
amount of the Private Counsel Fee Award, but shall take into account the totality 
of the circumstances. In considering the amount of the Private Counsel Fee 
Award, the Panel shall not consider Fee Awards that already have been or yet may 
be awarded in connection with any other Tobacco Case. The Panel’s decisions as 
to Fee Awards shall be in writing and shall report the amount of the fee awarded 
(with or without explanation or opinion, at the Panel’s discretion). 

SECTION 10. Application of Other Texas Counsel. 

Other Texas Counsel may submit an application for a Fee Award separate 
from Private Counsel. The procedures, schedule and process with respect to such 
application on behalf of Other Texas Counsel shall be the same as the procedures, 
schedule and process set forth in sections 6,7, 8 and 9 hereof with respect to the 
fee application on behalf of Private Counsel, except that Settling Defendants shall 
be in no way constrained from contesting Other Texas Counsel’s entitlement to 
receive a Fee Award or the amount of the Fee Award requested by Other Texas 
Counsel, 



SECTION 11. Allocation of Payments among Private Counsel. 

All payments (including advances) made by Settling Defendants with 
respect to the Private Counsel Fee Award pursuant to this Agreement (“Private 
Counsel Payments”) shall be paid in the first instance to Walter Umphrey, Esq. 
(or such other person designated in writing by Private Counsel), on behalf of 
Private Counsel. Each Private Counsel shall be entitled to receive a percentage of 
such payment equal to the percentage of any fee recovery allocated to such Private 
Counsel under the terms of the fee-sharing agreement among Private Counsel (or 
any written amendment thereto). Settling Defendants shall have no obligation, 
responsibility or liability with respect to the allocation among Private Counsel, or 
with respect to any claim of misallocation, of any amounts of any Private Counsel 
Payment. 

SECTION 12. Advances on Payment of Fees. 

Each Settling Defendant has paid to Walter Umphrey, Esq., on behalf of 
Private Counsel, its respective share of $50 million, as listed in Rider B to Exhibit 
1 to the Settlement Agreement, as an advance against later Private Counsel 
Payments. On or before the later of July 3 1, 1998 or the fifth business day 
following entry by the Court of an order approving the Stipulation of Amendment, 
each Settling Defendant shall severally pay to Private Counsel, pro rata in 
proportion to its Market Share indicated on Schedule A hereto, its respective share 
of $50 million, as a further advance against later Private Counsel Payments. Each 
of the advances described in this section shall be credited as provided in section 
16 hereof. 

SECTION 13. Annual Amount for 1998; Allocation. 

(a) For 1998, Settling Defendants shall pay, in the manner described in 
section 14 hereof, the unsatisfied amount of the Fee Awards (the “Unpaid Fees”) 
of Texas Counsel, and those Participating Defendants so obligated shall make 
payments with respect to the Unpaid Fees of all other Outside Counsel, in an 
amount not to exceed $500 million for all such payments described in this 
subsection. 

(b) The amount payable by Settling Defendants with respect to each Fee 
Award for 1998 shall be determined as follows: The $500 million annual cap for 
1998 shall be allocated equally among each month of the year. Except as 
provided in section 14(b) hereof, each monthly amount shall be allocated to those 
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Outside Counsel retained in connection with Tobacco Cases settled by 
Participating Defendants or resolved by Federal Legislation before or during such 
month, up to the amounts of their respective Unpaid Fees (such counsel being 
“Eligible Counsel” with respect to such monthly amount). In the event that the 
monthly amount is less than the sum of Eligible Counsel’s Unpaid Fees, the 
monthly amount shall be allocated to Eligible Counsel in proportion to the 
amounts of their respective Unpaid Fees (the amount so allocated to each Eligible 
Counsel for a given month being such counsel’s Allocable Share for such month, 
and the sum of each Outside Counsel’s Allocable Shares for each month being 
such counsel’s Allocable Share for 1998). 

(c) Settling Defendants represent that, as of the date of this Agreement, 
the only Tobacco Cases (other than the Action) that have been settled by 
Participating Defendants on terms that allow for Outside Counsel retained in 
connection with such cases to seek a Fee Award from the Panel are In re Mike 
Moore, Attorney General, ex rel. State of Mississippi Tobacco Litig., No. 94” 1429 
(Miss. Ch. Ct., Jackson County), State of Florida v. American Tobacco Co., No. 
95-1466 AH (15th Jud. Cir., Palm Beach County), and Mangini v. R.J. Reynolds 
Tobacco Co., No. 939359 (Cal. Super. Ct., San Francisco County). In addition, 
Outside Counsel retained in connection with Mangini v. Brown B Williamson 
Tobacco Corp., No. 993893 (Cal. Super. Ct., San Francisco County), may under 
the terms of the settlement in that action “apply to participate in any national, 
reasonable, ‘public benefit’ fee award or arbitration process created by a ‘national 
settlement’ or ‘Congressional Resolution.“’ 

SECTION 14. Payments with Respect to Annual Amount for 1998. 

(a) On December 15, 1998, each Settling Defendant shall severally pay, 
pro rata in proportion to its Market Share, its share of an initial fee payment with 
respect to the Private Counsel Award and the Fee Award, if any, on behalf of 
Other Texas Counsel (the “Initial Texas Fee Payment”), which shall include 
Texas Counsel’s Allocable Share for 1998 as provided in section 13 hereof for 
each month of 1998 except those with respect to which Texas Counsel’s Allocable 
Share could not be determined as of December 8, 1998, as a result of there being 
other Eligible Counsel that, as of such date, had not yet been granted or denied a 
Fee Award by the Panel (either because such counsel’s application for a Fee 
Award was still under consideration by the Panel or for any other reason). 

(b) On January 15, 1999, each Settling Defendant shall severally pay, 
pro rata in proportion to its Market Share, its share of Texas Counsel’s Allocable 
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Share for those months of 1998 not included in the Initial Texas Fee Payment. 
Texas Counsel’s Allocable Share for any such month shall be based on an 
allocation of the monthly amount among Eligible Counsel having Fee Awards as 
of December 3 1, 1998, without regard to whether there may be other Eligible 
Counsel that have not been granted or denied a Fee Award by the Panel as of such 
date. 

(c) Notwithstanding any provision of this Agreement, Private Counsel 
shall defer payment of the Private Counsel Payment due from Settling Defendant 
R.J. Reynolds Tobacco Company (“Reynolds”) on December 15, 1998, insofar as 
necessary for the sum of all deferred amounts of any payments by Reynolds in 
1998 with respect to Fee Awards to equal $62 million. Under no circumstances 
shall this subsection require any increase in any payment to be made by any other 
Settling Defendant. On January 5, 1999, Reynolds shall pay to Private Counsel 
the amount, if any, of the Initial Texas Fee Payment deferred pursuant to this 
subsection. 

SECTION 15. Quarterly Amounts for I999 and Subsequent Years; Allocation. 

Within 10 business days after the end of each calendar quarter beginning 
with the first calendar quarter of 1999, Settling Defendants shall pay, in the 
manner provided in subsection (d) of this section, the Unpaid Fees of Texas 
Counsel, and those Participating Defendants so obligated shall make payments 
with respect to the Unpaid Fees of all other Outside Counsel, in an amount not to 
exceed $125 million for all such payments, as follows: 

(a) In the event that FederaI Legislation has been enacted by the end of 
the calendar quarter with respect to which such quarterly payment is being made 
(the “Applicable Quarter”): 

(i) the quarterly amount shall be allocated among Outside 
Counsel, up to the amount of their respective Unpaid Fees. Each Outside 
Counsel shall be allocated an amount of each quarterly payment for the 
calendar year up to (or, in the event that the sum of such Outside 
Counsel’s Unpaid Fees exceeds the quarterly amount, in proportion to) the 
amount of such Outside Counsel’s Unpaid Fees. Each quarterly payment 
shall be allocated among Outside Counsel having Unpaid Fees, without 
regard to whether there are other Outside Counsel that have not yet been 
granted or denied a Fee Award by the Panel as of the end of the 
Applicable Quarter. Subsequent quarterly payments shall be adjusted, if 
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necessary, to account for Outside Counsel that are granted Fee Awards in 
a subsequent quarter of the calendar year, as provided in paragraph (ii)(B) 
of this subsection. 

(ii) In the event that a quarterly payment for the calendar year is 
less than the sum of all Outside Counsel’s Unpaid Fees: 

(A) in the caSe of the first such quarterly payment, the 
quarterly amount shall be allocated among Outside Counsel in 
proportion to the amounts of their respective Unpaid Fees. 

(B) in the case of a quarterly payment after the first 
quarterly payment that is less than the sum of all such Unpaid Fees, 
the quarterly amount shall be allocated only to those Outside 
Counsel, if any, that were not paid a proportionate share of all prior 
quarterly payments for the calendar year (either because such 
Outside Counsel’s applications for Fee Awards were still under 
consideration as of the end of the calendar quarters with respect to 
which such quarterly payments were made or for any other reason), 
until each such Outside Counsel has been allocated a proportionate 
share of all prior quarterly payments. In the event that the sum of 
all such shares exceeds the amount of the quarterly payment, such 
payment shall be allocated among such Outside Counsel in 
proportion to the amounts of their respective Unpaid Fees (without 
regard to whether there are other Outside Counsel that have not yet 
been granted or denied a Fee Award by the Panel as of the end of 
the Applicable Quarter). 

(b) In the event that Federal Legislation has not been enacted by the end 
of the Applicable Quarter: 

(i) the quarterly amount shall be allocated equally among each 
of the three months of the calendar quarter. The amount for each such 
month shall be allocated among those Outside Counsel retained in 
connection with Tobacco Cases settled before or during such month (such 
Outside Counsel being “Eligible Counsel” with respect to such monthly 
amount), each of whom shall be allocated a portion of each such monthly 
amount up to (or, in the event that the sum of Eligible Counsel’s 
respective Unpaid Fees exceeds such monthly amount, in proportion to) 
the amount of such Eligible Counsel’s Unpaid Fees. The monthly amount 
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for each month of the calendar quarter shall be allocated among Eligible 
Counsel having Unpaid Fees, without regard to whether there may be 
Eligible Counsel that have not yet been granted or denied a Fee Award by 
the Panel as of the end of the Applicable Quarter. Subsequent quarterly 
payments shall be adjusted, as necessary, to account for Eligible Counsel 
that are granted Fee Awards in a subsequent quarter of the calendar year, 
as provided in paragraph (ii)(B) of this subsection. 

(ii) In the event that the amount for a given month is less than the 
sum of all Eligible Counsel’s Unpaid Fees: 

(A) in the case of a first quarterly payment, such monthly 
amount shall be allocated among Eligible Counsel for such month 
in proportion to the amount of their respective Unpaid Fees. 

(B) in the case of a quarterly payment after the first 
quarterly payment;the quarterly amount shall be allocated among 
only those Outside Counsel, if any, that were Eligible Counsel with 
respect to any monthly amount paid in a prior quarter of the 
calendar year but were not allocated a proportionate share of such 
monthly amount (either because such counsel’s applications for 
Fee Awards were still under consideration as of the end of the 
calendar quarter containing the month in question or for any other 
reason), until each such Eligible Counsel has been allocated a 
proportionate share of all such prior monthly payments for the 
calendar year. In the event that the sum of all such shares exceeds 
the amount of the quarterly payment, the quarterly payment shall 
be allocated among Eligible Counsel in proportion to the amounts 
of their respective Unpaid Fees (without regard to whether there 
may be other Eligible Counsel with respect to such prior monthly 
amounts that have not yet been granted or denied a Fee Award by 
the Panel as of the end of the Applicable Quarter). 

(c) Adjustments pursuant to paragraphs (a)(ii)(B) and (b)(ii)(B) of this 
section shall be made separately for each calendar year. No amounts paid in any 
calendar year shall be subject to refund, nor shall any payment in any given 
calendar year affect the allocation of payments to be made in any subsequent 
calendar year. 
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(d) Each Settling Defendant shall severally pay, pro rata in proportion 
to its respective Market Share, its share of the amounts, if any, allocated to Texas 
Counsel pursuant to this section. 

SECTION 16. Credits and Limitations. 

Notwithstanding any other provision of this Agreement, all payments by 
Settling Defendants with respect to Fee Awards shall be subject to the following: 

(a) The advances against future Private Counsel Payments described in 
section 12 hereof shall be credited against and shall reduce subsequent Private 
Counsel Payments, beginning with the first quarterly payment for 1999 pursuant 
to section 1.5 hereof, in an amount equal to 50% of the Private Counsel Payment 
in question, until the advances paid by Settling Defendants are fully credited; 
provided, however, that the sum of all such credits applied in any calendar year 
with respect to the advances made to Private Counsel described in section 12 
hereof shall not exceed $50 million. The amount of any credit made against any 
such Private Counsel Payment shall be counted toward the annual and quarterly 
aggregate national caps on all payments made with respect to Outside Counsel, in 
the amount of the credit applied to any such Private Counsel Payment in any 

. 
quarterly or annual period. All credits against Private Counsel Payments pursuant 
to this section shall be allocated among Settling Defendants in proportion to their 
respective contributions toward the amounts of the advances described in section 
12 hereof. 

(b) Under no circumstances shall Settling Defendants be required to 
make payments that would result in aggregate national payments and credits by 
Participating Defendants with respect to Fee Awards: 

(i) during 1998, totaling more than $500 million, except insofar 
as payments to certain Outside Counsel with respect to 1997 are made in 
1998, and except insofar as advances are made in 1998 against payments 
due in years after 1998; 

(ii) during any year beginning with 1999, totaling more than 
$500 million, excluding payments with respect to any Outside Counsel’s 
Allocable Shares for 1998 that are paid in 1999; and 

(iii) during any calendar quarter beginning with the first calendar 
quarter of 1999, totaling more than $125 million, excluding payments with 
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respect to any Outside Counsel’s Allocable Shares for 1998 that are paid 
in 1999 and except to the extent that payments and credits with respect to 
any prior quarter of the calendar year did not total $125 million. 

SECTION 17. Contribution to National Legislation. 

If Federal Legislation is enacted that implements the Proposed Resolution, 
a three-member national panel including the two permanent members of the Panel 
shall consider any application for Fee Awards on behalf of Outside Counsel for 
contributions made toward the enactment of such Federal Legislation, along with 
all applications for Fee Awards for professional fees by any other persons who 
claim to have made similar contributions (other than attorneys or agents of 
Participating Defendants). No person shall make more than one application for a 
Fee Award in connection with any such contributions toward enactment of such 
Federal Legislation. All payments with respect to such Fee Awards, if any, shall 
be paid on the payment schedule and subject to, and counted in computing, the 
annual and quarterly national caps described in sections 13, 14, 1.5 and 16 hereof. 

SECTION 18. Payments on Market Share Basis. 

All payments due hereunder shall be paid by Settling Defendants pro rata 
in proportion to their respective Market Shares as provided herein, and each 
Settling Defendant shall be severally liable for its share of all such payments. 
Due to the particular corporate structures of Settling Defendants R.J. Reynolds 
Tobacco Company (“Reynolds”) and Brown & Williamson Tobacco Corporation 
(“Brown & Williamson”) with respect to their non-domestic tobacco operations, 
Settling Defendants Reynolds and Brown & Williamson shall be severally liable 
for their repsective shares of each payment due pursuant to this Agreement up to 
(and their liability hereunder shall not exceed) the full extent of their assets used 
in, and earnings and revenues derived from, their manufacture and sale in the 
United States of Tobacco Products intended for domestic consumption, and no 
recourse shall be had against any of their other assets or earnings to satisfy such 
obligations. Under no circumstances shall any payment due hereunder or any 
portion thereof become the joint obligation of Settling Defendants or the 
obligation of any party other than the Settling Defendant from which such 
payment is originally due, nor shall any Settling Defendant be required to pay a 
portion of any such payment greater than its respective Market Share. With 
respect to the advance to be paid pursuant to section 12 hereof, the Market Share 
of each Settling Defendant shall be as provided in Schedule A hereto. With 
respect to the amount for 1998 described in section 13 hereof, the Market Share of 
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each Settling Defendant shall be its respective share pursuant to Appendix A 
hereto for 1998. With respect to all other payments pursuant to this Agreement, 
each Settling Defendant’s Market Share shall be its respective share pursuant to 
Appendix A hereto for the 12 month period ending on the last day of the calendar 
quarter immediately preceding the calendar quarter with respect to which such 
payment is made. 

SECTION 19. Determination of Market Share. 

In the event of a disagreement between or among any Settling Defendants 
as to their respective shares of any payment pursuant to this Agreement (except 
payments for which each Settling Defendant’s Market Share is expressly provided 
herein), each Settling Defendant shall pay its undisputed share of such payment 
promptly, on or before the date on which such payment is due, and shall within 21 
days submit copies of its audited reports of shipments of Tobacco Products 
provided to the U.S. Securities and Exchange Commission (“SEC”) for the period 
in question (or, in the case of any Settling Defendant that does not provide such 
reports to the SEC, audited reports of shipments containing the same shipment 
information as contained in the reports provided to the SEC) (“Shipment 
Reports”) to a third party to be selected by agreement of Settling Defendants (the 
“Third Party”), who shall within three business days determine the Market Share 
of each Settling Defendant. The decision of the Third Party shall be final and 
non-appealable, and shall be communicated by facsimile to each party hereto. 
Each Settling Defendant shall, within two business days of receipt of the Third 
Party’s decision, pay Texas Counsel or such other Settling Defendant, as 
appropriate, the difference, if any, between (1) the amount that such Settling 
Defendant has already paid with respect to the payment in question and (2) the 
amount of the payment in question that corresponds to such Settling Defendant’s 
Market Share as determined by the Third Party, together with interest accrued 
from the original date on which the payment in question was due, at the prime rate 
as published in the Wall Street Journal on the latest publication date on or before 
the original date on which the payment in question was due plus 3%. 

SECTION 20. Limited Waiver as to Other Terms. 

In consideration of Settling Defendants’ agreement to the terms hereof, 
each Texas Counsel hereby covenants and agrees that it will not argue in any 
forum (other than in proceedings before the Panel relating to their Fee Award 
application) that the arrangements made in connection with the Florida 
Settlement, the Mississippi Settlement or the Minnesota Settlement for payment 
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of fees to Outside Counsel for the States of Florida, Mississippi or Minnesota give 
rise to any claim or entitlement on the part of Texas Counsel (or any other person) 
in connection with this Action. 

SECTION 2 1. State ‘s Identification of Texas Counsel. 

The Attorney General represents and warrants that Schedule B hereto 
identifies all Texas Counsel. 

SECTION 22. Private Counsel’s Costs. 

Settling Defendants have agreed to reimburse Private Counsel for 
reasonable costs and expenses incurred in connection with the Action, provided 
that such costs and expenses are of the same nature as costs and expenses for 
which Settling Defendants would reimburse their own counsel or agents. To this 
end, each Settling Defendant has paid to Walter Umphrey, Esq., on behalf of 
Private Counsel, the respective amount listed for such Settling Defendant in Rider 
A to Exhibit 1 to the Settlement Agreement, the sum of such payments being $40 
million, which equals Private Counsel’s best estimate as of the date of the 
Settlement Agreement of such costs and expenses. Private Counsel shall provide 
Settling Defendants with an appropriately documented statement of their costs 
and expenses consistent with the criteria set forth above. Settling Defendants 
shall promptly pay the amounts of such costs and expenses in excess of $40 
million, or shall receive a refund if the total of such costs and expenses is less than 
$40 million. Any dispute as to the nature or amount of reimbursable costs and 
expenses shall be decided with finality by the Panel. 

SECTION 23. Intended Beneficiaries. 

No part of this Agreement creates any rights on the part of, or is 
enforceable by, any person or entity that is not a party hereto or a person covered 
by the release described in section 3 hereof. Nor shall any part of this Agreement 
bind any non-party or determine, limit or prejudice the rights of any such person 
or entity. 

SECTION 24. Dejhitions. 

Terms used herein that are defined in the Settlement Agreement or the 
Stipulation of Amendment are, unless otherwise defined herein, used in this 
Agreement as defined in the Settlement Agreement or the Stipulation of 
Amendment, as applicable. 
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SECTION 25. Representations of Parties. 

The parties hereto hereby represent that this Agreement has been duly 
authorized and, upon execution, will constitute a valid and binding contractual 
obligation, enforceable in accordance with its terms, of each of the parties hereto. 

SECTION 26. No Admission. 

This Agreement is not intended to be and shall not in any event be 
construed as, or deemed to be, an admission or concession or evidence of any 
liability or wrongdoing whatsoever on the part of any party hereto or any person 
covered by the release provided under section 3 hereof. Settling Defendants 
specifically disclaim and deny any liability or wrongdoing whatsoever with 
respect to the claims released under section 3 hereof and enter into this Agreement 
for the sole purposes of memorializing Settling Defendants’ rights and obligations 
with respect to payment of attorneys’ fees pursuant to the Settlement Agreement 
and avoiding the further expense, inconvenience, burden and uncertainty of 
potential litigation. 

SECTION 27. Non-admissibility. 

This Agreement having been undertaken by the parties hereto in good faith 
and for settlement purposes only, neither this Agreement nor any evidence of 
negotiations relating hereto shall be offered or received in evidence in any action 
or proceeding other than an action or proceeding arising under this Agreement. 

SECTION 28. Amendment and Waiver. 

This Agreement may be amended only by a written instrument executed 
by the Attorney General, Texas Counsel and Settling Defendants. The waiver of 
any rights conferred hereunder shall be effective only if made by written 
instrument executed by the waiving party. The waiver by any party of any breach 
of this Agreement shall not be deemed to be or construed as a waiver of any other 
breach, whether prior, subsequent or contemporaneous, of this Agreement. 

SECTION 29. Notices. 

All notices or other communications to any party hereto shall be in writing 
(including but not limited to telex, telecopy or similar writing) and shall be given 
to the respective parties listed on Schedule C hereto at the addresses therein 
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indicated. Any party hereto may change the name and address of the person 
designated to receive notice on behalf of such party by notice given as provided in 
this section including an updated list conformed to Schedule C hereto. 

SECTION 30. Governing Law. 

This Settlement Agreement shall be governed by the laws of the State of 
Texas, without regard to the conflict of law rules of such State. 

SECTION 3 1. Construction. 

None of the parties hereto shall be considered to be the drafter of this 
Agreement or any provision hereof for the purpose of any statute, case law or rule 
of interpretation or construction that would or might cause any provision to be 
construed against the drafter hereof. 

SECTION 32. Captions. 

The captions of the sections of this Agreement are included for 
convenience of reference only and,shall be ignored in the construction and 
interpretation hereof. 

SECTION 33. Execution of Agreement. 

This Agreement may be executed in counterparts. Facsimile or 
photocopied signatures shall be considered valid signatures as of the date hereof, 
although the original signature pages shall thereafter be appended to this 
Agreement. 

SECTION 34. Certain Court Orders Conditions Precedent. 

The terms of this Agreement shall supersede the terms of Exhibit 1 to the 
Settlement Agreement, and the parties hereto will promptly file a joint motion 
requesting that the Court approve this Agreement. The parties further agree that 
Settling Defendants shall not be required to perform any obligation hereunder 
(excepting Settling Defendants’ obligations with respect to the advance to be paid 
pursuant to section 12 hereof) until such time as (1) the Court issues an order 
declaring Exhibit 1 to the Settlement Agreement to be null, void and of no further 
effect; (2) the Court issues an order approving the Stipulation of Amendment; (3) 
the Court issues the Political Subdivisions Order in the form attached to the 
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Stipulation of Amendmat as Exhibit 2 therero; (4) Ihc COW issues an order 
confirming that amoums payable to Texas Couusel punuan( 10 this Agrcmcnt are 
not funds of the State of Texas kad are not subject to appropriation by the State of 
Texas and that Settling Defendants arc uuda no obligation to pay such amouna to 

rhe State of Texas; (5) the Xl-day periods to seek review of such orders have 
expired without the filing of any notice of nppeal or petition for m&w; aud (6) in 
the event of a timely appeal or petition, such appeal or petition has been dismissed 
or the orda in qucstiou has been sffrrmrd in all material respects by the court of 
last resort to which such appeal or petition has been taker and such dismissal or 
afflrrnaacc has become no longer subjccr to further appeal or review. 

SECTION 35. Entire Agrseme~t ofParties. 

This Agreement coutains an cntirc, complete and integrated statement of 
each aad every term aud provision agreed to by and among the parties hereto with 
respect to payment of attorucys’ fcta by Settling Defendants in connection with 
ths Action and is not su bjcct to any condition not provided for herein. 

IN WITNESS WHEREOF, the parties hereto, through their fully 
authorized represcntotivcs, have agreed to this Texas Fee Payment Agreement aa 
of this 24th day of July, 1998. 

STATE OF TE.?L4S, acting by and through Dau 
Morales, its duly elctkd and authorized Attorney 
Gmcrnl 
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PHILIF’ MORRIS lNCOR.PORATED 

RJ, REYNOLDS TOBACCO COMPANY 

By: 
Arthur F. Gotden 

ccmsd 

By: 
Chadu A. Blixt 
Generd Counsd 
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PHILIP MORRIS lNCORPOR4TED 

By: 
Meyer G. Koplow 
Counsel 

By: 
Martin 1. Barrington 
General Counsel 

R.J. REYNOLDS TOBACCO COMPANY 

Arthur F. Golden 
Counsel 

By: 
Charles A. Blixt 
General Counsel 
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PHILIP hlORRIS INCORPORATED 

By: 
Meyer G. Koplow 

Counsel 

By: 
Martin J. Barrington 
General Counsel 

R.J. REYNOLDS TOBACCO COMPANY 

By: 
Arthur F. Golden 
Counsel 

General Counsel 
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BROWN & ~WLLkMSON TOBACCO 
CORPORATION 

By: 
F.-hOlWBWkO 

ViwPrwideat&~CwasQl 

LORELARD TOBACCO COMPANY 

By: 

SmiaViw Pmident & Gaml lhwd 

UNITED STATES TOBACCO COMPANY 
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BROWN & WILLLAMSON TOBACCO 
CORPORATION 

By: 
Stephen R. Patton 
COllUSd 

By: 
F, Anthony Burke 
Vim President & Gmeral Counsel 

LORJLLARD TOBACCO COhrlpm 

&thw J. Stcwns f 
Senior Vice Resident & GenaaJ Counsel 

UNITED STATES TOBACCO COMPANY 

By: 
Richard H. Verb&j 

Exautive Vice Prnidcnt & Grpmsl Coue~el 
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BROWN & WILLIAMSON TOBACCO 
CaPORATION 

By: 
Stephen R, Patton 
Caunrd 

By: 
F, Anthony Budc= 

Via FrwidePt & Qcnual Co~~cl 

LORILURD TOBACCO COhfPibNY 

UNITED STATES TOBACCO COMPANY 

By: 
Richard Ii. Vahdj I 

Bxmltivevics prpridellt a *ml coulml 

21 

N 24 ‘98 11:s Dpyll.FuS - Lhit I PRGE.22 



JOHJ E. WILLIFtlS, JR. 

+;=0;=23. ,-,; _  : 

713 E49 0125 P.Esd9 

WdtdJ~ 
Revest avulpbmy 

By: 
J&l M. 0’Quinn. PC. 

Ey: 
John Eddie William, Jr. 

Ey : 
Hmld W. Nm 

TheNixLawFikJIl 



Jul-24-98 01:271;:3FevJn B. Jackson 
JlJL-23-1998 JMN E. LllLLIFll”E. JR. 

* 

915-523-3166 P.01 
713 649 0126 P.~,OV 

I 

TEXAS COUNSEL 

By: 
Walter Umphry 
Provost & Umpbrey 

By:, 
John Eddie Williams, Jr. 

By: 
Wayoc A Read 

I&d, Morgan 6; Quinn, Inc. 
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_ TEXAS COUNSEL 

By: 
Walter umphrq 
Provost & Umphrcy 

By: 
John M. O’Quinn, PC. 

Wayne A. Reaud 
Reaud, Morgan & Quinn, Inc. 

By: 
Harold W, Nix 

The NW Law Firm 
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-S COUNSEL 

Bj: 
W4ltdJlnphmy 
Pmvost & UmpkKq 

By: 
John M. O’Quina, PC. 

John Eddie Willim, Jr, 
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TEXAS COUNSEL 

JUL 24 “38 13:Otj luO.iii 

By: 
W&or Umpbxmy 
PrcJvost & umpbfay 

By: 
John;"rl. O’Quian,PC. 

By: 
John Eddie Wiilirnu, Jr. 

1 

By:, - 
Wayne A Rcrud 
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By: 
cary Pattenon 

By: 
Marc D. Mm 

%I, Motly, Loadholt, Nrhmtsolr & Poole 



APPENDIX A 

MARKET SHARE CALCULATION 

The Market Share of each Settling Defendant for purposes of any payment 
required hereunder shall be equal to the proportion of (1) such Settling Defendant’s 
Aggregate Sales Volume for the period in question to (2) the sum of all Settling 
Defendants’ Aggregate Sales Volumes for the period in question. For purposes of the 
foregoing: 

(a) Each Settling Defendant’s Aggregate Sales Volume shall be the sum of 
such Settling Defendant’s Sales Volumes with respect to each type of Tobacco 
Product. 

(b) Each Settling Defendant’s Sales Volume with respect to each type of 
Tobacco Product shall be the number of Units of such type of Tobacco Product sold 
within the United States by such Settling Defendant du,ring the period in question, as 
measured by such Settling Defendant’s applicable Shipment Reports. 

(c) A Unit of Tobacco Product means: 

(1) one Cigarette; 

(2) .l2 ounces of Moist Snuff; 

(3) .3 ounces of Loose Leaf, Plug, Twist, Roll or other form of 
chewing tobacco; 

(4) *25 ounces of Dry Snuff; and 

(5) .16 ounces of Loose Leaf tobacco suitable for user 
preparation of cigarettes. 



SCHEDULE A 

MARKET SHARE PERCENTAGES 

Settling Defendant Percentage 

Philip Morris Incorporated .................................... .49.26 

R.J. Reynolds Tobacco Company e . I ............................ .24.49 

Brown & WilliamsonTobacco Corp. ............... _ .... e . ....... 16.20 

Lorillard Tobacco Company ...................... , . . ........... .8.77 

United States Tobacco Company ........... . + ..................... 1.28 

TOTAL, 100.00 
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SCHEDULE B 

DESIGNATION OF TEXAS COUNSEL 
by the Attorney General 

Pursuant to acction 2 I of the Texas Fee Payment Agreement, I hereby 
identify as Texas Counsel: (1) Walter Umphrcy, John M. OX&inn, P.C., John 
Eddie Williams, JT., Reaud, Morgan & Quinn, Inc., The Nix Law Finn and 
N-B, Motley, Loadhoh. Richardson & Poole (“Private Counsel”) and (2) the 
LRW Offices of Marc D. Murr, P.C. (“Other Texar Counsel’“). 

Thwc are no other Texas Counsel entitled to seek sny payment of 
atiomcys fees by Settling Defendopts under rhe Settlement Agreement or the 
Texas Fee Payment Agreement. - 

ti 

Attorney General 
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SCHEDULE C 

NOTICES 

State of Texas 

Hon. Dan Morales 
Attorney General 
P.O. Box 12548 
Capitol Station 
Austin, TX 78711 
Fax: (5 12) 463-2063 

Walter Umphrey 
Provost & Umphrey 
490 Park Street 
P.O. Box 4905 
Beaumont, TX 77704 
Fax: (409) 838-8888 

John M. O’Quinn 
440 Louisiana Street, Suite 2300 
Houston, TX 77002 
Fax: (7 13) 222-6903 

Wayne A. Reaud 
Reaud, Morgan & Quinn, Inc. 
801 Laurel 
Beaumont, TX 77701 
Fax: (409) 833-8236 

Harold W. Nix 
Cat-y Patterson 
The Nix Law Firm 
205 Linda Drive 
P.O. Box 679 
Daingerfreld, TX 75638 
Fax: (903) 645-5389 

John Eddie Williams, Jr. 
8441 Gulf Freeway, Suite 600 
Houston, TX 77017 
Fax: (713) 649-0126 

Joseph F. Rice 
Ness, Motley, Loadholt, Richardson & Poole 
15 1 Meeting Street, Suite 600 
Charleston, SC 29402 
Fax: (803) 720-9290 

Marc D. Murr 
Law Offices of Marc D. Mutr, P.C. 
100 1 Texas Avenue, Suite 1250 
Houston, TX 77002-3 13 1 
Fax: (713) 229-8003 

(continued) 
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Settling Defendants 

Morris Incornorated: 
Martin J. Barrington, Esq. 
Philip Morris Incorporated 
120 Park Avenue 
New York, NY 10017-5592 
Fax: (2 12) 907-5399 

With a wy to: 
Meyer G. Koplow, Esq. 
Wachtell, Lipton, Rosen & Katz 
5 1 West 52nd Street 
New York, NY 10019 
Fax: (2 12) 403-2000 

Brown & Williamson Tobacco Ca: 
F. Anthony Burke, Esq. 
Brown & Williamson Tobacco Corp. 
200 Brown & Williamson Tower 
401 South Fourth Avenue 
Louisville, KY 40202 
Fax: (502) 568-7297 

With a CODY to; 
Stephen R. Patton, Esq. 
Kirkland & Ellis 
200 East Randolph Dr. 
Chicago, IL 60601 
Fax: (312) 861-2200 

R.J. welds Tobacco Corn?=: 
Charles A. Blixt, Esq. 
R.J. Reynolds Tobacco Company 
401 North Main Street 
Winston-Salem, NC 27 102 
Fax: (336) 741-2998 

With a cony to: 
Arthur F. Golden, Esq. 
Davis Polk & Wardwell 
450 Lexington Avenue 
New York, NY 100 17 
Fax: (2 12) 450-4800 

J .otillard Tobacco Cow: 
Arthur J. Stevens, Esq. 
Lorillard Tobacco Company 
714 Green Valley Road 
Greensboro, NC 27408 
Fax: (336) 335-7707 

* States Tobacco Cm. 
Richard H. Verheij 
UST Inc. 
100 West Putnam Avenue 
Greenwich, CT 06830 
Fax: (203) 863-7233 

(continued) 
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Walter Umphrey 
Provost & Umphrey 
490 Park Street 
P.O. Box 4905 
Beaumont, TX 77704 
Fax: (409) 838-8888 

John Eddie Williams, Jr. 
8441 Gulf Freeway, Suite 600 
Houston, TX 77017 
Fax: (713) 649-0126 

Harold W. Nix 
Cary Patterson 
The Nix Law Firm 
205 Linda Drive 
P.O. Box 679 
Daingertield, TX 75638 
Fax: (903) 645-5389 

Joseph F. Rice 
Ness, Motley, Loadholt, Richardson & Poole 
15 1 Meeting Street, Suite 600 
Charleston, SC 29402 
Fax: (803) 720-9290 

m Counsel 

Wayne A. Reaud 
Reaud, Morgan & Quinn, Inc. 
801 Laurel 
Beaumont, TX 77701 
Fax: (409) 833-8236 

John M. O’Quinn 
440 Louisiana Street, Suite 2300 
Houston, TX 77002 
Fax: (7 13) 222-6903 

Marc D. Murr 
Law Offices of Marc D. Murr, P.C. 
1001 Texas Avenue, Suite 1250 
Houston, TX 77002-3 13 1 
Fax: (713) 229-8003 


