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EXHIBIT O 

MODEL STATE FEE PAYMENT AGREEMENT 

This STATE Fee Payment Agreement (the “STATE Fee Payment Agreement”) is 
entered into as of _________, _____ between and among the Original Participating 
Manufacturers and STATE Outside Counsel (as defined herein), to provide for payment 
of attorneys’ fees pursuant to Section XVII of the Master Settlement Agreement (the 
“Agreement”). 

WITNESSETH: 

WHEREAS, the State of STATE and the Original Participating Manufacturers 
have entered into the Agreement to settle and resolve with finality all Released Claims 
against the Released Parties, including the Original Participating Manufacturers, as set 
forth in the Agreement; and 

WHEREAS, Section XVII of the Agreement provides that the Original 
Participating Manufacturers shall pay reasonable attorneys’ fees to those private outside 
counsel identified in Exhibit S to the Agreement, pursuant to the terms hereof; 

NOW, THEREFORE, BE IT KNOWN THAT, in consideration of the mutual 
agreement of the State of STATE and the Original Participating Manufacturers to the 
terms of the Agreement and of the mutual agreement of STATE Outside Counsel and the 
Original Participating Manufacturers to the terms of this STATE Fee Payment 
Agreement, and such other consideration described herein, the Original Participating 
Manufacturers and STATE Outside Counsel agree as follows: 

SECTION 1.  Definitions.   

All definitions contained in the Agreement are incorporated by reference herein, 
except as to terms specifically defined herein. 

(a)  “Action” means the lawsuit identified in Exhibit D, M or N to the Agreement 
that has been brought by or against the State of STATE [or Litigating Political 
Subdivision]. 

(b)  “Allocated Amount” means the amount of any Applicable Quarterly Payment 
allocated to any Private Counsel (including STATE Outside Counsel) pursuant to section 
17 hereof. 

(c)  “Allocable Liquidated Share” means, in the event that the sum of all Payable 
Liquidated Fees of Private Counsel as of any date specified in section 8 hereof exceeds 
the Applicable Liquidation Amount for any payment described therein, a percentage 
share of the Applicable Liquidation Amount equal to the proportion of (i) the amount of 
the Payable Liquidated Fee of STATE Outside Counsel to (ii) the sum of Payable 
Liquidated Fees of all Private Counsel.  

(d)  “Applicable Liquidation Amount” means, for purposes of the payments 
described in section 8 hereof —  
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(i) for the payment described in subsection (a) thereof, $125 million; 

(ii) for the payment described in subsection (b) thereof, the difference 
between (A) $250 million and (B) the sum of all amounts paid in satisfaction of 
all Payable Liquidated Fees of Outside Counsel pursuant to subsection (a) thereof; 

(iii) for the payment described in subsection (c) thereof, the difference 
between (A) $250 million and (B) the sum of all amounts paid in satisfaction of 
all Payable Liquidated Fees of Outside Counsel pursuant to subsections (a) and 
(b) thereof; 

(iv) for the payment described in subsection (d) thereof, the difference 
between (A) $250 million and (B) the sum of all amounts paid in satisfaction of 
all Payable Liquidated Fees of Outside Counsel pursuant to subsections (a), (b) 
and (c) thereof; 

(v) for the payment described in subsection (e) thereof, the difference 
between (A) $250 million and (B) the sum of all amounts paid in satisfaction of 
all Payable Liquidated Fees of Outside Counsel pursuant to subsections (a), (b), 
(c) and (d) thereof; 

(vi) for each of the first, second and third quarterly payments for any 
calendar year described in subsection (f) thereof, $62.5 million; and 

(vii) for each of the fourth calendar quarterly payments for any calendar 
year described in subsection (f) thereof, the difference between (A) $250 million 
and (B) the sum of all amounts paid in satisfaction of all Payable Liquidated Fees 
of Outside Counsel with respect to the preceding calendar quarters of the calendar 
year. 

(e)  “Application” means a written application for a Fee Award submitted to the 
Panel, as well as all supporting materials (which may include video recordings of 
interviews). 

(f)  “Approved Cost Statement” means both (i) a Cost Statement that has been 
accepted by the Original Participating Manufacturers; and (ii) in the event that a Cost 
Statement submitted by STATE Outside Counsel is disputed, the determination by 
arbitration pursuant to subsection (b) of section 19 hereof as to the amount of the 
reasonable costs and expenses of STATE Outside Counsel. 

(g)  “Cost Statement” means a signed and attested statement of reasonable costs 
and expenses of Outside Counsel for any action identified on Exhibit D, M or N to the 
Agreement that has been brought by or against a Settling State or Litigating Political 
Subdivision. 

(h)  “Designated Representative” means the person designated in writing, by each 
person or entity identified in Exhibit S to the Agreement [by the Attorney General of the 
State of STATE or as later certified in writing by the governmental prosecuting authority 
of the Litigating Political Subdivision], to act as their agent in receiving payments from 
the Original Participating Manufacturers for the benefit of STATE Outside Counsel 
pursuant to sections 8, 16 and 19 hereof, as applicable. 
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(i)  “Director” means the Director of the Private Adjudication Center of the Duke 

University School of Law or such other person or entity as may be chosen by agreement 
of the Original Participating Manufacturers and the Committee described in the second 
sentence of paragraph (b)(ii) of section 11 hereof. 

(j)  “Eligible Counsel” means Private Counsel eligible to be allocated a part of a 
Quarterly Fee Amount pursuant to section 17 hereof.  

(k)  “Federal Legislation” means federal legislation that imposes an enforceable 
obligation on Participating Defendants to pay attorneys’ fees with respect to Private 
Counsel. 

(l)  “Fee Award” means any award of attorneys’ fees by the Panel in connection 
with a Tobacco Case. 

(m)  “Liquidated Fee” means an attorneys’ fee for Outside Counsel for any action 
identified on Exhibit D, M or N to the Agreement that has been brought by or against a 
Settling State or Litigating Political Subdivision, in an amount agreed upon by the 
Original Participating Manufacturers and such Outside Counsel. 

(n)  “Outside Counsel” means all those Private Counsel identified in Exhibit S to 
the Agreement. 

(o)  “Panel” means the three-member arbitration panel described in section 11 
hereof. 

(p)  “Party” means (i) STATE Outside Counsel and (ii) an Original Participating 
Manufacturer. 

(q)  “Payable Cost Statement” means the unpaid amount of a Cost Statement as to 
which all conditions precedent to payment have been satisfied. 

(r)  “Payable Liquidated Fee” means the unpaid amount of a Liquidated Fee as to 
which all conditions precedent to payment have been satisfied. 

(s)  “Previously Settled States” means the States of Mississippi, Florida and 
Texas. 

(t)  “Private Counsel” means all private counsel for all plaintiffs in a Tobacco 
Case (including STATE Outside Counsel). 

(u)  “Quarterly Fee Amount” means, for purposes of the quarterly payments 
described in sections 16, 17 and 18 hereof —  

(i) for each of the first, second and third calendar quarters of any 
calendar year beginning with the first calendar quarter of 1999 and ending with 
the third calendar quarter of 2008, $125 million; 

(ii) for each fourth calendar quarter of any calendar year beginning 
with the fourth calendar quarter of 1999 and ending with the fourth calendar 
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quarter of 2003, the sum of (A) $125 million and (B) the difference, if any, 
between (1) $375 million and (2) the sum of all amounts paid in satisfaction of all 
Fee Awards of Private Counsel during such calendar year, if any;  

(iii) for each fourth calendar quarter of any calendar year beginning 
with the fourth calendar quarter of 2004 and ending with the fourth calendar 
quarter of 2008, the sum of (A) $125 million; (B) the difference between (1) $375 
million; and (2) the sum of all amounts paid in satisfaction of all Fee Awards of 
Private Counsel during such calendar year, if any; and (C) the difference, if any, 
between (1) $250 million and (2) the product of (a) .2 (two tenths) and (b) the 
sum of all amounts paid in satisfaction of all Liquidated Fees of Outside Counsel 
pursuant to section 8 hereof, if any; 

(iv) for each of the first, second and third calendar quarters of any 
calendar year beginning with the first calendar quarter of 2009, $125 million; and 

(v) for each fourth calendar quarter of any calendar year beginning 
with the fourth calendar quarter of 2009, the sum of (A) $125 million and (B) the 
difference, if any, between (1) $375 million and (2) the sum of all amounts paid in 
satisfaction of all Fee Awards of Private Counsel during such calendar year, if 
any. 

(v)  “Related Persons” means each Original Participating Manufacturer’s past, 
present and future Affiliates, divisions, officers, directors, employees, representatives, 
insurers, lenders, underwriters, Tobacco-Related Organizations, trade associations, 
suppliers, agents, auditors, advertising agencies, public relations entities, attorneys, 
retailers and distributors (and the predecessors, heirs, executors, administrators, 
successors and assigns of each of the foregoing). 

(w)  “State of STATE” means the [applicable Settling State or the Litigating 
Political Subdivision], any of its past, present and future agents, officials acting in their 
official capacities, legal representatives, agencies, departments, commissions and 
subdivisions. 

(x)  “STATE Outside Counsel” means all persons or entities identified in Exhibit S 
to the Agreement by the Attorney General of State of STATE [or as later certified by the 
office of the governmental prosecuting authority for the Litigating Political Subdivision] 
as having been retained by and having represented the STATE in connection with the 
Action, acting collectively by unanimous decision of all such persons or entities. 

(y)  “Tobacco Case” means any tobacco and health case (other than a non-class 
action personal injury case 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). 

(z)  “Unpaid Fee” means the unpaid portion of a Fee Award. 
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SECTION 2.  Agreement to Pay Fees.   

The Original Participating Manufacturers will pay reasonable attorneys’ fees to 
STATE Outside Counsel for their representation of the State of STATE in connection 
with the Action, as provided herein and subject to the Code of Professional Responsibility 
of the American Bar Association.  Nothing herein shall be construed to require the 
Original Participating Manufacturers to pay any attorneys’ fees other than (i) a 
Liquidated Fee or a Fee Award and (ii) a Cost Statement, as provided herein, nor shall 
anything herein require the Original Participating Manufacturers to pay any Liquidated 
Fee, Fee Award or Cost Statement in connection with any litigation other than the Action. 

SECTION 3.  Exclusive Obligation of the Original Participating Manufacturers.   

The provisions set forth herein constitute the entire obligation of the Original 
Participating Manufacturers with respect to payment of attorneys’ fees of STATE 
Outside Counsel (including costs and expenses) in connection with the Action and the 
exclusive means by which STATE Outside Counsel or any other person or entity may 
seek payment of fees by the Original Participating Manufacturers or Related Persons in 
connection with the Action.  The Original Participating Manufacturers shall have no 
obligation pursuant to Section XVII of the Agreement to pay attorneys’ fees in 
connection with the Action to any counsel other than STATE Outside Counsel, and they 
shall have no other obligation to pay attorneys’ fees to or otherwise to compensate 
STATE Outside Counsel, any other counsel or representative of the State of STATE or 
the State of STATE itself with respect to attorneys’ fees in connection with the Action. 

SECTION 4.  Release.   

(a)  Each person or entity identified in Exhibit S to the Agreement by the Attorney 
General of the State of STATE [or as certified by the office of the governmental 
prosecuting authority for the Litigating Political Subdivision] hereby irrevocably releases 
the Original Participating Manufacturers and all Related Persons from any and all claims 
that such person or entity 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).  Such release shall not be construed as a release of any person 
or entity as to any of the obligations undertaken herein in connection with a breach 
thereof. 

(b)  In the event that STATE Outside Counsel and the Original Participating 
Manufacturers agree upon a Liquidated Fee pursuant to section 7 hereof, it shall be a 
precondition to any payment by the Original Participating Manufacturers to the 
Designated Representative pursuant to section 8 hereof that each person or entity 
identified in Exhibit S to the Agreement by the Attorney General of the State of STATE 
[or as certified by the office of the governmental prosecuting authority for the Litigating 
Political Subdivision] shall have irrevocably released all entities represented by STATE 
Outside Counsel in the Action, as well as all persons acting by or on behalf of such 
entities (including the Attorney General [or the office of the governmental prosecuting 
authority] and each other person or entity identified on Exhibit S to the Agreement by the 
Attorney General [or the office of the governmental prosecuting authority]) from any and 
all claims that such person or entity ever had, now has or hereafter can, shall or may have 
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in any way related to the Action (including but not limited to any negotiations related to 
the settlement of the Action).  Such release shall not be construed as a release of any 
person or entity as to any of the obligations undertaken herein in connection with a 
breach thereof. 

SECTION 5.  No Effect on STATE Outside Counsel’s Fee Contract.   

The rights and obligations, if any, of the respective parties to any contract 
between the State of STATE and STATE Outside Counsel shall be unaffected by this 
STATE Fee Payment Agreement except (a) insofar as STATE Outside Counsel grant the 
release described in subsection (b) of section 4 hereof; and (b) to the extent that STATE 
Outside Counsel receive any payments in satisfaction of a Fee Award pursuant to section 
16 hereof, any amounts so received shall be credited, on a dollar-for-dollar basis, against 
any amount payable to STATE Outside Counsel by the State of STATE [or the Litigating 
Political Subdivision] under any such contract. 

SECTION 6.  Liquidated Fees.   

(a)  In the event that the Original Participating Manufacturers and STATE Outside 
Counsel agree upon the amount of a Liquidated Fee, the Original Participating 
Manufacturers shall pay such Liquidated Fee, pursuant to the terms hereof. 

(b)  The Original Participating Manufacturers’ payment of any Liquidated Fee 
pursuant to this STATE Fee Payment Agreement shall be subject to (i) satisfaction of the 
conditions precedent stated in section 4 and paragraph (c)(ii) of section 7 hereof; and (ii) 
the payment schedule and the annual and quarterly aggregate national caps specified in 
sections 8 and 9 hereof, which shall apply to all payments made with respect to 
Liquidated Fees of all Outside Counsel. 

SECTION 7.  Negotiation of Liquidated Fees.   

(a)  If STATE Outside Counsel seek to be paid a Liquidated Fee, the Designated 
Representative shall so notify the Original Participating Manufacturers.  The Original 
Participating Manufacturers may at any time make an offer of a Liquidated Fee to the 
Designated Representative in an amount set by the unanimous agreement, and at the sole 
discretion, of the Original Participating Manufacturers and, in any event, shall 
collectively make such an offer to the Designated Representative no more than 60 
Business Days after receipt of notice by the Designated Representative that STATE 
Outside Counsel seek to be paid a Liquidated Fee.  The Original Participating 
Manufacturers shall not be obligated to make an offer of a Liquidated Fee in any 
particular amount.  Within ten Business Days after receiving such an offer, STATE 
Outside Counsel shall either accept the offer, reject the offer or make a counteroffer.  

(b)  The national aggregate of all Liquidated Fees to be agreed to by the Original 
Participating Manufacturers in connection with the settlement of those actions indicated 
on Exhibits D, M and N to the Agreement shall not exceed one billion two hundred fifty 
million dollars ($1,250,000,000). 

(c)  If the Original Participating Manufacturers and STATE Outside Counsel 
agree in writing upon a Liquidated Fee —  

(i) STATE Outside Counsel shall not be eligible for a Fee Award; 
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(ii) such Liquidated Fee shall not become a Payable Liquidated Fee 

until such time as (A) State-Specific Finality has occurred in the State of STATE; 
(B) each person or entity identified in Exhibit S to the Agreement by the Attorney 
General of the State of STATE [or as certified by the office of the governmental 
prosecuting authority of the Litigating Political Subdivision] has granted the 
release described in subsection (b) of section 4 hereof; and (C) notice of the 
events described in subparagraphs (A) and (B) of this paragraph has been 
provided to the Original Participating Manufacturers. 

(iii) payment of such Liquidated Fee pursuant to sections 8 and 9 
hereof (together with payment of costs and expenses pursuant to section 19 
hereof), shall be STATE Outside Counsel’s total and sole compensation by the 
Original Participating Manufacturers in connection with the Action. 

(d)  If the Original Participating Manufacturers and STATE Outside Counsel do 
not agree in writing upon a Liquidated Fee, STATE Outside Counsel may submit an 
Application to the Panel for a Fee Award to be paid as provided in sections 16, 17 and 18 
hereof. 

SECTION 8.  Payment of Liquidated Fee.   

In the event that the Original Participating Manufacturers and STATE Outside 
Counsel agree in writing upon a Liquidated Fee, and until such time as the Designated 
Representative has received payments in full satisfaction of such Liquidated Fee — 

(a)  On February 1, 1999, if the Liquidated Fee of STATE Outside Counsel 
became a Payable Liquidated Fee before January 15, 1999, each Original Participating 
Manufacturer shall severally pay to the Designated Representative its Relative Market 
Share of the lesser of (i) the Payable Liquidated Fee of STATE Outside Counsel, (ii) $5 
million or (iii) in the event that the sum of all Payable Liquidated Fees of all Outside 
Counsel as of January 15, 1999 exceeds the Applicable Liquidation Amount, the 
Allocable Liquidated Share of STATE Outside Counsel. 

(b)  On August 1, 1999, if the Liquidated Fee of STATE Outside Counsel became 
a Payable Liquidated Fee on or after January 15, 1999 and before July 15, 1999, each 
Original Participating Manufacturer shall severally pay to the Designated Representative 
its Relative Market Share of the lesser of (i) the Payable Liquidated Fee of STATE 
Outside Counsel, (ii) $5 million or (iii) in the event that the sum of all Payable Liquidated 
Fees of all Outside Counsel that became Payable Liquidated Fees on or after January 15, 
1999 and before July 15, 1999 exceeds the Applicable Liquidation Amount, the Allocable 
Liquidated Share of STATE Outside Counsel. 

(c)  On December 15, 1999, if the Liquidated Fee of STATE Outside Counsel 
became a Payable Liquidated Fee on or after July 15, 1999 and before December 1, 1999, 
each Original Participating Manufacturer shall severally pay to the Designated 
Representative its Relative Market Share of the lesser of (i) the Payable Liquidated Fee of 
STATE Outside Counsel, (ii) $5 million or (iii) in the event that the sum of all Payable 
Liquidated Fees of all Outside Counsel that became Payable Liquidated Fees on or after 
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July 15, 1999 and before December 1, 1999 exceeds the Applicable Liquidation Amount, 
the Allocable Liquidated Share of STATE Outside Counsel. 

(d)  On December 15, 1999, if the Liquidated Fee of STATE Outside Counsel 
became a Payable Liquidated Fee before December 1, 1999, each Original Participating 
Manufacturer shall severally pay to the Designated Representative its Relative Market 
Share of the lesser of (i) the Payable Liquidated Fee of STATE Outside Counsel, or (ii) 
$5 million or (iii) in the event that the sum of all Payable Liquidated Fees of all Outside 
Counsel that become Payable Liquidated Fees before December 1, 1999 exceeds the 
Applicable Liquidation Amount, the Allocable Liquidated Share of STATE Outside 
Counsel. 

(e)  On December 15, 1999, if the Liquidated Fee of STATE Outside Counsel 
became a Payable Liquidated Fee before December 1, 1999, each Original Participating 
Manufacturer shall severally pay to the Designated Representative its Relative Market 
Share of the lesser of (i) the Payable Liquidated Fee of STATE Outside Counsel or (ii) in 
the event that the sum of all Payable Liquidated Fees of all Outside Counsel that became 
Payable Liquidated Fees before December 1, 1999 exceeds the Applicable Liquidation 
Amount, the Allocable Liquidated Share of STATE Outside Counsel. 

(f)  On the last day of each calendar quarter, beginning with the first calendar 
quarter of 2000 and ending with the fourth calendar quarter of 2003, if the Liquidated Fee 
of STATE Outside Counsel became a Payable Liquidated Fee at least 15 Business Days 
prior to the last day of each such calendar quarter, each Original Participating 
Manufacturer shall severally pay to the Designated Representative its Relative Market 
Share of the lesser of (i) the Payable Liquidated Fee of STATE Outside Counsel or (ii) in 
the event that the sum of all Payable Liquidated Fees of all Outside Counsel as of the date 
15 Business Days prior to the date of the payment in question exceeds the Applicable 
Liquidation Amount, the Allocable Liquidated Share of STATE Outside Counsel. 

SECTION 9.  Limitations on Payments of Liquidated Fees.   

Notwithstanding any other provision hereof, all payments by the Original 
Participating Manufacturers with respect to Liquidated Fees shall be subject to the 
following: 

(a)  Under no circumstances shall the Original Participating Manufacturers be 
required to make any payment that would result in aggregate national payments of 
Liquidated Fees: 

(i) during 1999, totaling more than $250 million; 

(ii) with respect to any calendar quarter beginning with the first 
calendar quarter of 2000 and ending with the fourth calendar quarter of 2003, 
totaling more than $62.5 million, except to the extent that a payment with respect 
to any prior calendar quarter of any calendar year did not total $62.5 million; or 

(iii) with respect to any calendar quarter after the fourth calendar 
quarter of 2003, totaling more than zero. 

(b)  The Original Participating Manufacturers’ obligations with respect to the 
Liquidated Fee of STATE Outside Counsel, if any, shall be exclusively as provided in 
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this STATE Fee Payment Agreement, and notwithstanding any other provision of law, 
such Liquidated Fee shall not be entered as or reduced to a judgment against the Original 
Participating Manufacturers or considered as a basis for requiring a bond or imposing a 
lien or any other encumbrance.   

SECTION 10.  Fee Awards.   

(a)  In the event that the Original Participating Manufacturers and STATE Outside 
Counsel do not agree in writing upon a Liquidated Fee as described in section 7 hereof, 
the Original Participating Manufacturers shall pay, pursuant to the terms hereof, the Fee 
Award awarded by the Panel to STATE Outside Counsel. 

(b)  The Original Participating Manufacturers’ payment of any Fee Award 
pursuant to this STATE Fee Payment Agreement shall be subject to the payment 
schedule and the annual and quarterly aggregate national caps specified in sections 17 
and 18 hereof, which shall apply to: 

(i) all payments of Fee Awards in connection with an agreement to 
pay fees as part of the settlement of any Tobacco Case on terms that provide for 
payment by the Original Participating Manufacturers or other defendants acting in 
agreement with the Original Participating Manufacturers (collectively, 
“Participating Defendants”) of fees with respect to any Private Counsel, subject to 
an annual cap on payment of all such fees; and 

(ii) all payments of attorneys’ fees (other than fees for attorneys of 
Participating Defendants) pursuant to Fee Awards for activities in connection with 
any Tobacco Case resolved by operation of Federal Legislation. 

SECTION 11.  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 Private 
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 STATE 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 the natural person selected by 
Participating Defendants. 

(ii) The second member shall be the person jointly selected by the 
agreement of Participating Defendants and a majority of the committee described 
in the fee payment agreements entered in connection with the settlements of the 
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Tobacco Cases brought by the Previously Settled States.  In the event that the 
person so selected is unable or unwilling to continue to serve, a replacement for 
such member shall be selected by agreement of the Original Participating 
Manufacturers 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, one additional representative, to be selected in the sole 
discretion of NAAG, and two representatives of Private Counsel in Tobacco 
Cases, to be selected at the sole discretion of the Original Participating 
Manufacturers. 

(iii) The third, state-specific member for purposes of determining Fee 
Awards with respect to litigation in the State of STATE shall be a natural person 
selected by STATE Outside Counsel, who shall notify the Director and the 
Original Participating Manufacturers of the name of the person selected.  

SECTION 12.  Application of STATE Outside Counsel.   

(a)  STATE Outside Counsel shall make a collective Application for a single Fee 
Award, which shall be submitted to the Director.  Within five Business Days after receipt 
of the Application by STATE Outside Counsel, the Director shall serve the Application 
upon the Original Participating Manufacturers and the STATE.  The Original 
Participating Manufacturers shall submit all materials in response to the Application to 
the Director by the later of (i) 60 Business Days after service of the Application upon the 
Original Participating Manufacturers by the Director, (ii) five Business Days after the 
date of State-Specific Finality in the State of STATE or (iii) five Business Days after the 
date on which notice of the name of the third, state-specific panel member described in 
paragraph (b)(iii) of section 11 hereof has been provided to the Director and the Original 
Participating Manufacturers. 

(b)  The Original Participating Manufacturers may submit to the Director any 
materials that they wish and, notwithstanding any restrictions or representations made in 
any other agreements, the Original Participating Manufacturers shall be in no way 
constrained from contesting the amount of the Fee Award requested by STATE Outside 
Counsel.  The Director, the Panel, the State of STATE, the Original Participating 
Manufacturers and STATE Outside Counsel shall preserve the confidentiality of any 
attorney work-product materials or other similar confidential information that may be 
submitted.  

(c)  The Director shall forward the Application of STATE Outside Counsel, as 
well as all written materials relating to such Application that have been submitted by the 
Original Participating Manufacturers pursuant to subsection (b) of this section, to the 
Panel within five Business Days after the later of (i) the expiration of the period for the 
Original Participating Manufacturers to submit such materials or (ii) the earlier of (A) the 
date on which the Panel issues a Fee Award with respect to any Application of other 
Private Counsel previously forwarded to the Panel by the Director or (B) 30 Business 
Days after the forwarding to the Panel of the Application of other Private Counsel most 
recently forwarded to the Panel by the Director.  The Director shall notify the Parties 
upon forwarding the Application (and all written materials relating thereto) to the Panel. 

(d)  In the event that either Party seeks a hearing before the Panel, such Party may 
submit a request to the Director in writing within five Business Days after the forwarding 
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of the Application of STATE Outside Counsel to the Panel by the Director, and the 
Director shall promptly forward the request to the Panel.  If the Panel grants the request, 
it shall promptly set a date for hearing, such date to fall within 30 Business Days after the 
date of the Panel’s receipt of the Application. 

SECTION 13.  Panel Proceedings.   

The proceedings of the Panel shall be conducted subject to the terms of this 
Agreement and of the Protocol of Panel Procedures attached as an Appendix hereto. 

SECTION 14.  Award of Fees to STATE Outside 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 STATE Outside Counsel.  In considering the amount of the Fee Award, 
the Panel shall not consider any Liquidated Fee agreed to by any other Outside Counsel, 
any offer of or negotiations relating to any proposed liquidated fee for STATE Outside 
Counsel or any Fee Award that already has been or yet may be awarded in connection 
with any other Tobacco Case.  The Panel shall not be limited to an hourly-rate or lodestar 
analysis in determining the amount of the Fee Award of STATE Outside Counsel, but 
shall take into account the totality of the circumstances.  The Panel’s decisions as to the 
Fee Award of STATE Outside Counsel shall be in writing and shall report the amount of 
the fee awarded (with or without explanation or opinion, at the Panel’s discretion).  The 
Panel shall determine the amount of the Fee Award to be paid to STATE Outside 
Counsel within the later of 30 calendar days after receiving the Application (and all 
related materials) from the Director or 15 Business Days after the last date of any hearing 
held pursuant to subsection (d) of section 12 hereof.  The Panel’s decision as to the Fee 
Award of STATE Outside Counsel shall be final, binding and non-appealable. 

SECTION 15.  Costs of Arbitration.   

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

SECTION 16.  Payment of Fee Award of STATE Outside Counsel.   

On or before the tenth Business Day after the last day of each calendar quarter 
beginning with the first calendar quarter of 1999, each Original Participating 
Manufacturer shall severally pay to the Designated Representative its Relative Market 
Share of the Allocated Amount for STATE Outside Counsel for the calendar quarter with 
respect to which such quarterly payment is being made (the “Applicable Quarter”). 

SECTION 17.  Allocated Amounts of Fee Awards.   

The Allocated Amount for each Private Counsel with respect to any payment to 
be made for any particular Applicable Quarter shall be determined as follows: 
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(a)  The Quarterly Fee Amount shall be allocated equally among each of the three 

months of the Applicable Quarter.  The amount for each such month shall be allocated 
among those Private Counsel retained in connection with Tobacco Cases settled before or 
during such month (each such Private Counsel being an “Eligible Counsel” with respect 
to such monthly amount), each of which shall be allocated a portion of each such monthly 
amount up to (or, in the event that the sum of all 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 for each month of the calendar quarter 
shall be allocated among those 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 as of the last day of the Applicable Quarter.  The allocation of subsequent 
Quarterly Fee Amounts for the calendar year, if any, shall be adjusted, as necessary, to 
account for any Eligible Counsel that are granted Fee Awards in a subsequent quarter of 
such calendar year, as provided in paragraph (b)(ii) of this section. 

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

(i) in the case of the first quarterly allocation for any calendar year, 
such monthly amount shall be allocated among all Eligible Counsel for such 
month in proportion to the amounts of their respective Unpaid Fees. 

(ii) in the case of a quarterly allocation after the first quarterly 
allocation, the Quarterly Fee Amount shall be allocated among only those Private 
Counsel, if any, that were Eligible Counsel with respect to any monthly amount 
for any prior quarter of the calendar year but were not allocated a proportionate 
share of such monthly amount (either because such Private Counsel’s applications 
for Fee Awards were still under consideration as of the last day 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 (each such share of each such Eligible 
Counsel being a “Payable Proportionate Share”).  In the event that the sum of all 
Payable Proportionate Shares exceeds the Quarterly Fee Amount, the Quarterly 
Fee Amount shall be allocated among such Eligible Counsel on a monthly basis 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 as of the last day 
of the Applicable Quarter).  In the event that the sum of all Payable Proportionate 
Shares is less than the Quarterly Fee Amount, the amount by which the Quarterly 
Fee Amount exceeds the sum of all such Payable Proportionate Shares shall be 
allocated among each month of the calendar quarter, each such monthly amount 
to be allocated among those Eligible Counsel having Unpaid Fees in proportion to 
the amounts of their respective Unpaid Fees (without regard to whether there may 
be Eligible Counsel that have not yet been granted or denied a Fee Award as of 
the last day of the Applicable Quarter). 

(c)  Adjustments pursuant to subsection (b)(ii) of this section 17 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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SECTION 18.  Credits to and Limitations on Payment of Fee Awards.   

Notwithstanding any other provision hereof, all payments by the Original 
Participating Manufacturers with respect to Fee Awards shall be subject to the following: 

(a)  Under no circumstances shall the Original Participating Manufacturers be 
required to make payments that would result in aggregate national payments and credits 
by Participating Defendants with respect to all Fee Awards of Private Counsel: 

(i) during any year beginning with 1999, totaling more than the sum 
of the Quarterly Fee Amounts for each calendar quarter of the calendar year, 
excluding certain payments with respect to any Private Counsel for 1998 that are 
paid in 1999; and 

(ii) during any calendar quarter beginning with the first calendar 
quarter of 1999, totaling more than the Quarterly Fee Amount for such quarter, 
excluding certain payments with respect to any Private Counsel for 1998 that are 
paid in 1999. 

(b)  The Original Participating Manufacturers’ obligations with respect to the Fee 
Award of STATE Outside Counsel, if any, shall be exclusively as provided in this 
STATE Fee Payment Agreement, and notwithstanding any other provision of law, such 
Fee Award shall not be entered as or reduced to a judgment against the Original 
Participating Manufacturers or considered as a basis for requiring a bond or imposing a 
lien or any other encumbrance. 

SECTION 19.  Reimbursement of Outside Counsel’s Costs.   

(a)  The Original Participating Manufacturers shall reimburse STATE Outside 
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 the Original Participating Manufacturers ordinarily reimburse their own counsel or 
agents.  Payment of any Approved Cost Statement pursuant to this STATE Fee Payment 
Agreement shall be subject to (i) the condition precedent of approval of the Agreement 
by the Court for the State of STATE and (ii) the payment schedule and the aggregate 
national caps specified in subsection (c) of this section, which shall apply to all payments 
made with respect to Cost Statements of all Outside Counsel. 

(b)  In the event that STATE Outside Counsel seek to be reimbursed for 
reasonable costs and expenses incurred in connection with the Action, the Designated 
Representative shall submit a Cost Statement to the Original Participating Manufacturers.  
Within 30 Business Days after receipt of any such Cost Statement, the Original 
Participating Manufacturers shall either accept the Cost Statement or dispute the Cost 
Statement, in which event the Cost Statement shall be subject to a full audit by examiners 
to be appointed by the Original Participating Manufacturers (in their sole discretion).  
Any such audit will be completed within 120 Business Days after the date the Cost 
Statement is received by the Original Participating Manufacturers.  Upon completion of 
such audit, if the Original Participating Manufacturers and STATE Outside Counsel 
cannot agree as to the appropriate amount of STATE Outside Counsel’s reasonable costs 
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and expenses, the Cost Statement and the examiner’s audit report shall be submitted to 
the Director for arbitration before the Panel or, in the event that STATE Outside Counsel 
and the Original Participating Manufacturers have agreed upon a Liquidated Fee pursuant 
to section 7 hereof, before a separate three-member panel of independent arbitrators, to 
be selected in a manner to be agreed to by STATE Outside Counsel and the Original 
Participating Manufacturers, which shall determine the amount of STATE Outside 
Counsel’s reasonable costs and expenses for the Action.  In determining such reasonable 
costs and expenses, the members of the arbitration panel shall be governed by the 
Protocol of Panel Procedures attached as an Appendix hereto.  The amount of STATE 
Outside Counsel’s reasonable costs and expenses determined pursuant to arbitration as 
provided in the preceding sentence shall be final, binding and non-appealable. 

(c)  Any Approved Cost Statement of STATE Outside Counsel shall not become a 
Payable Cost Statement until approval of the Agreement by the Court for the State of 
STATE.  Within five Business Days after receipt of notification thereof by the 
Designated Representative, each Original Participating Manufacturer shall severally pay 
to the Designated Representative its Relative Market Share of the Payable Cost Statement 
of STATE Outside Counsel, subject to the following —  

(i) All Payable Cost Statements of Outside Counsel shall be paid in 
the order in which such Payable Cost Statements became Payable Cost 
Statements. 

(ii) Under no circumstances shall the Original Participating 
Manufacturers be required to make payments that would result in aggregate 
national payments by Participating Defendants of all Payable Cost Statements of 
Private Counsel in connection with all of the actions identified in Exhibits D, M 
and N to the Agreement, totaling more than $75 million for any given year. 

(iii) Any Payable Cost Statement of Outside Counsel not paid during 
the year in which it became a Payable Cost Statement as a result of paragraph (ii) 
of this subsection shall become payable in subsequent years, subject to paragraphs 
(i) and (ii), until paid in full. 

(d)  The Original Participating Manufacturers’ obligations with respect to 
reasonable costs and expenses incurred by STATE Outside Counsel in connection with 
the Action shall be exclusively as provided in this STATE Fee Payment Agreement, and 
notwithstanding any other provision of law, any Approved Cost Statement determined 
pursuant to subsection (b) of this section (including any Approved Cost Statement 
determined pursuant to arbitration before the Panel or the separate three-member panel of 
independent arbitrators described therein) shall not be entered as or reduced to a 
judgment against the Original Participating Manufacturers or considered as a basis for 
requiring a bond or imposing a lien or any other incumbrance. 
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SECTION 20.  Distribution of Payments among STATE Outside Counsel.   

(a)  All payments made to the Designated Representative pursuant to this STATE 
Fee Payment Agreement shall be for the benefit of each person or entity identified in 
Exhibit S to the Agreement by the Attorney General of the State of STATE [or as 
certified by the governmental prosecuting authority of the Litigating Political 
Subdivision], each of which shall receive from the Designated Representative a 
percentage of each such payment in accordance with the fee sharing agreement, if any, 
among STATE Outside Counsel (or any written amendment thereto). 

(b)  The Original Participating Manufacturers shall have no obligation, 
responsibility or liability with respect to the allocation among those persons or entities 
identified in Exhibit S to the Agreement by the Attorney General of the State of STATE 
[or as certified by the governmental prosecuting authority of the Litigating Political 
Subdivision], or with respect to any claim of misallocation, of any amounts paid to the 
Designated Representative pursuant to this STATE Fee Payment Agreement. 

SECTION 21.  Calculations of Amounts.   

All calculations that may be required hereunder shall be performed by the 
Original Participating Manufacturers, with notice of the results thereof to be given 
promptly to the Designated Representative.  Any disputes as to the correctness of 
calculations made by the Original Participating Manufacturers shall be resolved pursuant 
to the procedures described in Section XI(c) of the Agreement for resolving disputes as to 
calculations by the Independent Auditor. 

SECTION 22.  Payment Responsibility.   

(a)  Each Original Participating Manufacturer shall be severally liable for its share 
of all payments pursuant to this STATE Fee Payment Agreement.  Under no 
circumstances shall any payment due hereunder or any portion thereof become the joint 
obligation of the Original Participating Manufacturers or the obligation of any person 
other than the Original Participating Manufacturer from which such payment is originally 
due, nor shall any Original Participating Manufacturer be required to pay a portion of any 
such payment greater than its Relative Market Share. 

(b)  Due to the particular corporate structures of R. J. Reynolds Tobacco 
Company (“Reynolds”) and Brown & Williamson Tobacco Corporation (“Brown & 
Williamson”) with respect to their non-domestic tobacco operations, Reynolds and 
Brown & Williamson shall each be severally liable for its respective share of each 
payment due pursuant to this STATE Fee Payment Agreement up to (and its liability 
hereunder shall not exceed) the full extent of its assets used in, and earnings and revenues 
derived from, its manufacture and sale in the United States of Tobacco Products intended 
for domestic consumption, and no recourse shall be had against any of its other assets or 
earnings to satisfy such obligations.  
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SECTION 23.  Termination.   

In the event that the Agreement is terminated with respect to the State of STATE 
pursuant to Section XVIII(u) of the Agreement (or for any other reason) the Designated 
Representative and each person or entity identified in Exhibit S to the Agreement by the 
Attorney General of the State of STATE [or as certified by the governmental prosecuting 
authority of the Litigating Political Subdivision] shall immediately refund to the Original 
Participating Manufacturers all amounts received under this STATE Fee Payment 
Agreement. 

SECTION 24.  Intended Beneficiaries.   

No provision hereof creates any rights on the part of, or is enforceable by, any 
person or entity that is not a Party or a person covered by either of the releases described 
in section 4 hereof, except that sections 5 and 20 hereof create rights on the part of, and 
shall be enforceable by, the State of STATE.  Nor shall any provision hereof bind any 
non-signatory or determine, limit or prejudice the rights of any such person or entity. 

SECTION 25.  Representations of Parties.   

The Parties hereto hereby represent that this STATE Fee Payment 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 STATE Fee Payment 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 signatory hereto or any person 
covered by either of the releases provided under section 4 hereof.  The Original 
Participating Manufacturers specifically disclaim and deny any liability or wrongdoing 
whatsoever with respect to the claims released under section 4 hereof and enter into this 
STATE Fee Payment Agreement for the sole purposes of memorializing the Original 
Participating Manufacturers’ rights and obligations with respect to payment of attorneys’ 
fees pursuant to the Agreement and avoiding the further expense, inconvenience, burden 
and uncertainty of potential litigation. 

SECTION 27.  Non-admissibility.   

This STATE Fee Payment Agreement having been undertaken by the Parties 
hereto in good faith and for settlement purposes only, neither this STATE Fee Payment 
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 STATE Fee Payment Agreement. 
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SECTION 28.  Amendment and Waiver.   

This STATE Fee Payment Agreement may be amended only by a written 
instrument executed by the Parties.  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 hereof shall not be deemed to be or construed as a 
waiver of any other breach, whether prior, subsequent or contemporaneous, of this 
STATE Fee Payment Agreement. 

SECTION 29.  Notices.   

All notices or other communications to any party hereto shall be in writing 
(including but not limited to telex, facsimile or similar writing) and shall be given to the 
notice parties listed on Schedule A hereto at the addresses therein 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 A hereto. 

SECTION 30.  Governing Law.   

This STATE Fee Payment Agreement shall be governed by the laws of the State 
of STATE without regard to the conflict of law rules of such State. 

SECTION 31.  Construction.   

None of the Parties hereto shall be considered to be the drafter hereof or of 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 hereof are included for convenience of reference only 
and shall be ignored in the construction and interpretation hereof. 

SECTION 33.  Execution of STATE Fee Payment Agreement.   

This STATE Fee Payment 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 STATE 
Fee Payment Agreement. 

SECTION 34.  Entire Agreement of Parties.   

This STATE Fee Payment Agreement contains an entire, complete and integrated 
statement of each and every term and provision agreed to by and among the Parties with 
respect to payment of attorneys’ fees by the Original Participating Manufacturers in 
connection with the Action and is not subject to any condition or covenant, express or 
implied, not provided for herein.  
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IN WITNESS WHEREOF, the Parties hereto, through their fully authorized 

representatives, have agreed to this STATE Fee Payment Agreement as of this __th day 
of ________, 1998. 

[SIGNATURE BLOCK] 
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APPENDIX 
to MODEL FEE PAYMENT AGREEMENT 

PROTOCOL OF PANEL PROCEEDINGS 

This Protocol of procedures has been agreed to between the respective parties to 
the STATE Fee Payment Agreement, and shall govern the arbitration proceedings 
provided for therein. 

SECTION 1.  Definitions. 

All definitions contained in the STATE Fee Payment Agreement are incorporated 
by reference herein. 

SECTION 2.  Chairman. 

The person selected to serve as the permanent, neutral member of the Panel as 
described in paragraph (b)(ii) of section 11 of the STATE Fee Payment Agreement shall 
serve as the Chairman of the Panel. 

SECTION 3.  Arbitration Pursuant to Agreement. 

The members of the Panel shall determine those matters committed to the 
decision of the Panel under the STATE Fee Payment Agreement, which shall govern as 
to all matters discussed therein. 

SECTION 4.  ABA Code of Ethics. 

Each of the members of the Panel shall be governed by the Code of Ethics for 
Arbitrators in Commercial Disputes prepared by the American Arbitration Association 
and the American Bar Association (the “Code of Ethics”) in conducting the arbitration 
proceedings pursuant to the STATE Fee Payment Agreement, subject to the terms of the 
STATE Fee Payment Agreement and this Protocol.  Each of the party-appointed 
members of the Panel shall be governed by Canon VII of the Code of Ethics.  No person 
may engage in any ex parte communications with the permanent, neutral member of the 
Panel selected pursuant to paragraph (b)(ii) of section 11, in keeping with Canons I, II 
and III of the Code of Ethics.  

SECTION 5.  Additional Rules and Procedures. 

The Panel may adopt such rules and procedures as it deems necessary and 
appropriate for the discharge of its duties under the STATE Fee Payment Agreement and 
this Protocol, subject to the terms of the STATE Fee Payment Agreement and this 
Protocol. 
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SECTION 6.  Majority Rule. 

In the event that the members of the Panel are not unanimous in their views as to 
any matter to be determined by them pursuant to the STATE Fee Payment Agreement or 
this Protocol, the determination shall be decided by a vote of a majority of the three 
members of the Panel. 

SECTION 7.  Application for Fee Award and Other Materials. 

(a) The Application of STATE Outside Counsel and any materials submitted 
to the Director relating thereto (collectively, “submissions”) shall be forwarded by the 
Director to each of the members of the Panel in the manner and on the dates specified in 
the STATE Fee Payment Agreement. 

(b) All materials submitted to the Director by either Party (or any other 
person) shall be served upon all Parties.  All submissions required to be served on any 
Party shall be deemed to have been served as of the date on which such materials have 
been sent by either (i) hand delivery or (ii) facsimile and overnight courier for priority 
next-day delivery. 

(c) To the extent that the Panel believes that information not submitted to the 
Panel may be relevant for purposes of determining those matters committed to the 
decision of the Panel under the terms of the STATE Fee Payment Agreement, the Panel 
shall request such information from the Parties. 

SECTION 8.  Hearing. 

Any hearing held pursuant to section 12 of the STATE Fee Payment Agreement 
shall not take place other than in the presence of all three members of the Panel upon 
notice and an opportunity for the respective representatives of the Parties to attend.   

SECTION 9.  Miscellaneous. 

(a) Each member of the Panel shall be compensated for his services by the 
Original Participating Manufacturers on a basis to be agreed to between such member 
and the Original Participating Manufacturers. 

(b) The members of the Panel shall refer all media inquiries regarding the 
arbitration proceeding to the respective Parties to the STATE Fee Payment Agreement 
and shall refrain from any comment as to the arbitration proceedings to be conducted 
pursuant to the STATE Fee Payment Agreement during the pendency of such arbitration 
proceedings, in keeping with Canon IV(B) of the Code of Ethics. 

 

 


