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Tobacco Deal Will Exempt Casinos

By Robert Macy
Associated Press Writer
Sunday, August 3, 1997; 2:35 p.m. EDT

LAS VEGAS (AP) -- Mark Savage, a victim of throat
cancer, blames his malady on years of working in
smoke-filled casinos. He isn't happy with a proposed
tobacco industry deal that would exempt gambling halls
from a nationwide ban on smoking in public places.

But the exemption makes sense to Mike Brewer. Dipping
into a tray of 50-cent pieces at a slot machine in the Rio
Hotel-Casino, Brewer said no gambler would want to leave
a machine or a table to go for a smoke while on a roll.

" Anyone with a brain knows it's like a sync, when you get
in that flow, you don't want to stop gambling," said Brewer,
of Orange, Calif., who said he's trying to quit smoking.

Wayne Mehl, a Washington lobbyist for the powerful
Nevada Resort Association, says the state's lifeblood
gaming industry could take a $1.9 billion hit over the next
five years if casino smoking is banned.

The proposed $368 billion settlement between tobacco
companies and 40 states that have filed lawsuits against the
industry has rekindled a controversy in Nevada.

The settlement would restrict indoor smoking in public
facilities, but would exempt casinos, as well as bingo
parlors, prisons, restaurants, bars, private clubs and hotel
guest rooms.

A study commissioned by the Las Vegas and Greater
Reno-Sparks chambers of commerce predicts dire
consequences if smoking is banned in casinos. The study
says gamblers would leave tables and slot machines for 12
minutes every hour to light up.

This, the study says, translates to:
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--A $1.9 billion loss to the casino industry over five years;
--A sales tax loss of $50 million the first year;
--The loss of 20,000 to 30,000 jobs the first year.

The study, conducted by a University of Nevada, Reno
professor, contends that one-third of all casino patrons are
smokers and that 30 percent of non-smoking patrons are
married to or travel with smokers.

But Savage, who has never smoked and now heads the
Nevada branch of the American Cancer Society in Reno,
discounts the idea that smokers would boycott smokeless
casinos for casinos on Indian lands or offshore, where
federal regulations wouldn't apply.

""Casinos used to cater to smokers because they were
natural born risk takers," Savage said. ' That demographic
has changed. Casinos are now attracting more families."

While casinos are loathe to draw gamblers away from the
tables for any reason, anti-smoking advocates have become
increasingly vocal, saying puffing players are hazardous to
the health of other customers and casino workers.

Resort officials have fought proposed smoking bans since
1987, when the federal Occupational Safety and Health
Administration first considered banning smoking in public
buildings. The Nevada Resort Association lobbied against
such a ban and won, with some help from Capitol Hill.

Nevada has one of the highest proportions of adult smokers
-- 30 percent -- and 29 percent of the state's teens smoke,
according to the state health division.

Mandy Canales-Salazar, program director of the American
Cancer Society in Las Vegas, says Nevada leads the nation
in the percentage of lung cancer cases, with 1,100 state
residents dying annually from the disease.

Tony Badillo, a card dealer for 40 years until his recent
retirement, recalls losing battles with smoking players.

"1 think the secondhand smoke is dangerous and the dealer
doesn't have any right to complain because he will be
terminated immediately," said Badillo, who now heads the
Nevada Casino Dealers Association. *One of my fellow
workers asked a customer to move an ash tray slightly. The

08/04/97 16:24:47



.T:)bagco ysal Will Exempt Casinos

3of3

http://search.washingtonpost.com/wp-srv/WAPO/19970803/V0008 17-080397-idx.html

floorman got involved, and the dealer was terminated. The
customers are very touchy."

**Casino workers shouldn't be forced to choose between
their health and their livelihood," said Willie Edwards,
tobacco education and information officer for the Nevada
Health Division.

The proposed tobacco deal would bar any class-action
lawsuits by casino workers, such as a pending suit by flight

attendants in Florida. To date, no such lawsuit has been
filed.

Maureen Martelli, of Alexandria, Va., who was dropping
quarters into a slot machine Rio Hotel-Casino, said she'd be
upset if she had to take a break to go for a smoke.

"I don't even want to leave to go to the bathroom."

© Copyright 1997 The Associated Press
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Supreme Court ruling could jeopardize Liggett pact

By Gail Appleson, Law Correspondent

SAN FRANCISCO (Reuter) - A recent U.S. Supreme Court ruling that ended a widely watched asbestos
class action could jeopardize Liggett Group's historic agreement to settle smokers' suits, lawyers said on
Friday.

Leslie Brueckner, an attorney with the Trial Lawyers for Public Justice, said she expects a federal judge
to issue a ruling in the next few weeks on challenges to the Liggett accord as it applies to personal injury
suits.

Brueckner spoke during a panel discussion on the future of class-action suits that was held as part of the
American Bar Association's annual meeting here.

The Liggett agreement on private suits is included in the overall settlement the company reached with
state attorneys general in March. Liggett, which is owned by Bennett LeBow's Brooke Group, was the
first of the tobacco companies to agree to settle tobacco litigation and the first to admit that nicotine is
addictive.

The accord provides that the attorneys general drop their suits against Liggett seeking to recoup
Medicaid costs of smokers.

It also provides that Liggett set aside 25 percent of its pretax earnings to settle suits filed by individual
smokers. That part of the agreement was filed as a class action in West Virginia federal court.

In May, U.S. District Judge Charles Haden granted preliminary approval of the settlement and issued a
temporary order stopping all individual tobacco plaintiffs from proceeding against Brooke and Liggett.

However in June, the U.S. Supreme Court upheld a lower court ruling that threw out the asbestos class
action known as "’ Georgine." The nation's highest court agreed that federal class-action laws cannot be
used to settle massive personal injury cases where the plaintiffs' injuries and interests are too diverse.

The Trial Lawyers for Public Justice and some other plaintiffs lawyers have challenged the litigation
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agreement, arguing that it must be thrown out because of the Georgine ruling. Brueckner said the class in
the Liggett case is far too broad, encompassing anyone who might have an injury in the next 25 years.
She said this would include smokers and those exposed to second-hand smoke.

'If our motion is granted, the case is virtually dead," Brueckner said.

However she said that even if her group wins its motion, it would not affect Liggett's settlement of the
attorneys general Medicaid cases.

She said that Liggett's pretax income last year was close to nothing and that the agreement affecting
private cases is unfair because it provides no funding for individual smokers' claims.

" They are trying to extinguish all cases for nothing," she told reporters after the discussion.

Brueckner said Liggett was trying to use federal class action law to avoid bankruptcy, in which "all the
money would have to be on the table."

U.S. District Judge William Schwarzer of the Northern District of California, another speaker on the
panel, also said he felt the Liggett settlement was an *"end run around bankruptcy laws." MO.N RN.N
BTIL.A GLH.N UST.NLTR.N BGL.N
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He would not discuss the details of the state's research.

"We know generally what the cross section of this community feels
about this case," he said. "We know going in what's good about the
case and what's bad about the case."

The state accuses the industry of producing a defective product and
conspiring to conceal that defect. Montgomery said that children and
smoking is a "paramount concern" among residents in the area --
people from which jury pools are culled.

The tobacco companies deny any wrongdoing.
Attorneys far the industry were loss: foﬁhwmlpg about what they
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Jury answers in Fla tobacco case to be made public

WEST PALM BEACH, Fla,, July 31 (Reuter) - A Florida judge ruled on Thursday that the answers
given by prospective jurors on a jury questionnaire in the state's billion-dollar lawsuit against tobacco
companies can be made public.

Jury selection for trial of the lawsuit, in which Florida seeks to recover the costs of treating sick smokers,
was scheduled to begin on Friday. Some 300 potential jurors have been called, from which six jurors and

nine alternates will be chosen.
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However, to protect the privacy of jurors, Cohen inserted into the jury questionnaire a statement that no
prospective jurors need answer a question if they felt it dealt with a private issue. Those questions could
be taken up in a private conference if needed, he said.

Gentry said that Florida Gov. Lawton Chiles and Attorney General Bob Butterworth were expected to
appear before the jurors before they begin the laborious task of filling out the questionnaires. Jury
selection was expected to take at least five weeks.

More news for referenced ticker symbols: BGL, BTI, GLH, LTR, MO, RN, UST, and related categories
and industries: food/beverages, household, insurance, leisure, tobacco, stock capsules, options,
international.
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Fair Florida trial 'nearly impossible'-tobacco

WEST PALM BEACH, Fla,, July 31 (Reuter) - By winning a series of crucial pretrial rulings, Florida has
made it *'nearly impossible" for tobacco companies to get a fair trial in the state's billion-dollar lawsuit for
Medicaid damages, tobacco giant Philip Morris Cos. Inc. said on Thursday.

In a statement issued from West Palm Beach, where jury selection in the landmark trial was scheduled to
begin Friday, the company said some of Judge Harold Cohen's rrelrial rphngs directly congradict over
100 years of ]udlcial precedent and the Flonda Suprome Coun -
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Tobacco calls state hypocrite

By SCOTT GOLD Staff Writer

In its monthly bulletin in 1906, the Florida Board of
Health dubbed cigarettes "the worst form of tobacco
addiction," tainted with "cigar stumps and street scrapings.”
There was "every argument against its use."

More than 70 years later, on June 1, 1979, then-Gov.
Bob Graham issued a formal proclamation lauding tobacco
as an industry that deserves public support because of its
benefit to the state's economy.

And just two years ago, the state Department of
Agriculture was begging Philip Morris to sponsor the State
Fair -- and offering the designation of Feb. 10, 1996, as
"Benson & Hedges Day."

Two days before Florida becomes the first of 40 states
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member of tobacco's trial team. "They are giving our
cigarettes to kids."

According to tobacco, the industry's success is due, in
part, to the state.

Florida manufactured millions of cigarettes, many of
which ended up in teen-agers' hands, abandoned an
industry-funded program designed to reduce teen-age
smoking and has never revoked a license to sell tobacco
based on under-age sales.

In 1995, when inmate Thomas Waugh sued Florida,
saying he was addicted to cigarettes and needed treatment,
the state disputed the claim in part by saying that it is "your
choice whether you purchase these products or not."

That response was filed after the state sued the tobacco
industry in February 1995, seeking $1 billion to recover
public funds spent treating poor people who contract
diseases linked with smoking.

Part of that claim: The addictive nature of cigarettes
"virtually extinguishes personal choice."
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Tobacco trials are more likely

Attorneys for states suing the tobacco industry are gearing up for what both sides hoped they could
avoid: trials.

Mounting opposition among health groups to the $368.5 billion national tobacco settlement raises the
likelihood that state lawsuits scheduled for trial between now and the time Congress considers the issue
could go forward.

Both sides expected those states and the industry to reach separate settlements before trials begin, and
ample time remains for that to happen. But so far, only Mississippi has settled. Florida's lawsuit goes to
trial Friday unless a deal is reached before then. "Intense" negotiations are under way, says Ron Motley,
an attorney representing Florida.

Texas' lawsuit goes to trial September 8.

If any one of the trials goes forward, and a jury returns a verdict, the winning side would have less
incentive to support a national settlement.

"It always is better not to have a lot of skirmishes going on when you're settling a war," says tobacco
industry attorney Phil Carlton, one of the lead negotiators of the national settlement. "I would hope they
can be resolved."

In Washington, public health groups have raised concerns about the settlement, especially how it limits
the Food and Drug Administration's ability to regulate tobacco.

Mississippi Attorney General Mike Moore, who led the anti-tobacco negotiations, says critics should
recognize political realities. "It's wonderful to have pie-in-the-sky ideas, but let's propose something that

will begin saving lives now." He and Carlton remain confident the settlement will be accepted by
Congress this year.

The public health industry is "sometimes fractious," says American Cancer Society CEO John Seffrin, and
"it is naive to think we're going to get all of the public health individuals on the same page."

The settlement provides regulations aimed at reducing teen smoking in exchange for limits on tobacco
industry liability for past misconduct.

By Doug Levy, USA TODAY

O Tobacco settlement index
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Florida must prave tobaceg was eriminal enterprlse
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patients with smoking-related illnesses.

Murray Garnick, an attorney for Philip Morris Cos. Inc., said he was pleased with Cohen's enterpnse
ruling.

Earlier Monday, Cohen ruled that federal law, not state law, governed issues of health and smoking since
the 1969 passage of the Cigarette Labeling and Advertising Act.

The ruling prevents Florida from using tobacco company advertising and promotions to prove they
deliberately set out to mislead the public and state agencies.

Jury selection was scheduled to begin Friday and the trial should begin shortly after Labor Day, lawyers

said.
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Philip Morris opposed witness' invoking
of Fifth

DAVID SHAFFER STAFF WRITER

Philip Morris opposed the decision by its former research

director, Dr. Thomas Osdene, to refuse to answer questions in
Minnesota and Texas lawsuits by asserting his Fifth Amendment
right against self-incrimination, new court papers show.

Osdene, who retired from the nation's largest cigarette maker in the
early 1990s, has twice invoked the Fifth Amendment during
pretrial question-and-answer sessions, known as depositions, for
lawsuits filed by the Minnesota and Texas attorneys general.

He is considered a key witness in the lawsuits, which allege
cigarette makers deceived the public about the dangers of smoking.
But Osdene has refused to answer questions unless the U.S. Justice
Department grants him immunity from prosecution in a pending
criminal investigation of the tobacco industry. The justice
department reportedly has refused.

The transcript of a May 6 closed-court hearing in St. Paul reveals
that Philip Morris disagreed with Osdene's decision to invoke the
Fifth Amendment.

“"His assertion of the Fifth Amendment is contrary to the desires of
Philip Morris," Maurice Leiter, an outside counsel for the
company, told Ramsey County District Judge Kenneth Fitzpatrick
during the in-chambers discussion in May.

Anti-tobacco lawyers have long suspected that some retired
tobacco industry researchers worked in concert with their former
employers to thwart pretrial discovery in smoking lawsuits. The
transcript suggests the opposite is the case with Osdene.

“"We did not want him to take the Fifth," Leiter told the judge.
""We are not pleased with the fact that he took the Fifth
Amendment. We urged him to testify completely and truthfully."

Leiter said news of Osdene's refusal to testify ~"would generate an

extraordinary amount of press . . . very unfavorable and unfair to
the company," according to the transcript.

07/24/97 10:18:44
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Indeed, Osdene's assertion of his Fifth Amendment right against
self-incrimination has been widely reported around the country
despite confidentiality orders imposed by judges in Minnesota and
Texas.

Fitzpatrick earlier refused a Pioneer Press request to release the
May 6 in-chambers transcript. It was filed Tuesday in court
without explanation.

Peter Sipkins, a Minneapolis attorney representing Philip Morris,
said the company could not elaborate on the transcript because of
the confidentiality orders. He did confirm that the transcript *“does
accurately reflect the company's position."

Gary Nunes, a Washington, D.C., attorney representing Osdene,
declined to comment.

Osdene, who lives in Richmond, Va., is considered a key witness
partly because he wrote a memo in the 1970s suggesting that
damaging internal company research could be shipped abroad or
destroyed.

He has been questioned twice, in May and June. Both times he
refused to answer questions.

Nunes told a federal judge in April that Osdene sought immunity
from the Justice Department but that ' while justice agreed that he
may be a candidate for immunity, they would not immunize him at
this time."

The Justice Department is investigating whether tobacco
companies lied to Congress and regulatory agencies about nicotine,
the addictive substance in tobacco, and other matters.

hitp://www.pioneerplanet.com/news/mtc_docs/012547.htm
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A Maverick's Complaint

Liggett's LeBow Broke Tobacco's Ranks, But
He Says the States Broke a Deal

By John Schwartz

Washington Post Staff Writer
Thursday, July 24, 1997, Page EO1
The Washington Post

Bennett S. LeBow, the tobacco mogul who became his
competitors' worst nightmare, claims he deserves some of
the credit for driving the industry to negotiate a nationwide
settlement of liability claims it faces.

LeBow made headlines worldwide last year when his
tobacco company, Liggett Group Inc., said tobacco
companies do indeed market to kids, and added for good
measure that the products are addictive and cause disease.

He also became the first ever to settle a smoking lawsuit,
and paid a million dollars last year to the five states that
signed that initial settlement. He followed up last March
with a broader settlement with the 22 states that had sued
the industry by then.

That deal was a precursor to -- and, LeBow believes, the
trigger for -- the three months of secret negotiations
leading to the industry-wide agreement being reviewed at
the White House and in Congress. LeBow said the new
deal could kill his ailing company, and was in Washington
last week lobbying lawmakers for better treatment in any
legislation that might come out of Congress.

LeBow, 59, was in the spotlight again earlier this week
when he testified on behalf of flight attendants suing the
tobacco industry in Florida over their exposure to
secondhand smoke -- fulfilling the terms of his agreement
with the attorneys general by cooperating with suits against
the industry.

07/24/97 10:19:27
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He is an unlikely tobacco executive, and an accidental one.
LeBow is an investor whose holdings over time have
included jewelry manufacturers, computer companies, a
microfilm equipment company and trading cards.

In 1986, GrandMet USA, the American subsidiary of
British conglomerate Grand Metropolitan PLC, was ready
to sell Liggett's domestic cigarette operations, having sold
the overseas rights to its brands to Philip Morris Cos.
several years before.

Liggett was under a litigation cloud at the time, albeit a tiny
one compared with the storm that was to come. Advisers
told LeBow not to worry about the 20 or 30 pending
lawsuits because no tobacco company had ever paid a
penny in damages in a smoker suit. "The lawyers said "'no
problem,' " LeBow recalled.

LeBow picked up the cigarette maker for $137 million.
Thanks to the heavy cash flow from cigarettes, LeBow
said, he was able to pay off a substantial portion of the
initial debt in the first year and a half.

Though he never joined the close club of tobacco
executives, he said he quickly learned the lay of the land.
"It was like a little fraternity -- everybody did what Philip
Morris did," he said. "Liggett, being the smallest and the
peanut of the crowd, we all did what we were told."

LeBow improved the bottom line of the company by
pushing low-cost brands, but Philip Morris responded in
1993 -- in a day later dubbed "Marlboro Friday" -- with a
price drop on its premium brand. LeBow quickly found
himself with a company that showed no profit but which
had huge debt payments on the way.

He said he did not want out of the business -- in fact, he
and Wall Street dealmaker Carl Icahn worked together in
repeated unsuccessful attempts to take over giant RIR
Nabisco Inc. in order to spin off its profitable food
businesses.

But LeBow began to realize that tobacco companies might
not be immune to courtroom losses. His doubts had already
deepened when his outside law firm broke up in 1995. The
lawyers wanted to join a firm with ties to the industry;
LeBow preferred that they join another, headed by an
attorney he trusted, Marc Kasowitz of New York.
Kasowitz had just helped bring LeBow's Western Union
out of bankruptcy, and was building a product liability
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practice.

Philip Morris stepped in and offered to pay LeBow's legal
expenses if he went with the industry firm. "I couldn't turn
it down," he said.

Still, the idea that the larger company was concerned
enough about his legal representation to take matters into
its own hands troubled LeBow. "It just didn't make sense. I
really started to think, what's going on here?"

Philip Morris has said it paid LeBow's legal expenses
because his company could not afford them, and court
losses would hurt the entire industry -- especially the
market leader. Last July a jury award of $750,000 to a
former Florida smoker caused a one-day drop of about $10
billion in Philip Morris's stock value.

LeBow began speaking with Kasowitz and other lawyers
about the liabilities facing the companies, and focused on
the question of addiction. Unlike the diseases caused by
smoking, addiction wasn't part of the warning labels on
cigarette packages -- and internal industry documents
appeared to show that the companies knew their products
hooked people, he said.

When addiction showed up as a central issue in the state
suits and in a number of class action suits filed by private
lawyers, LeBow said, his worries grew. A loss in court, he
determined, would kill his weakened company. A deal, on
the other hand, could eliminate the most troubling suits --
those launched by the states. "I said, "This is ridiculous.
Let's settle this if we can,' " he recalled.

Kasowitz began secret negotiations with the state attorneys
general and private lawyers that led to the March 1996
settlement. The industry's lawyers didn't know about the
deal until they saw it in the newspapers.

The industry lawyers resigned as his counsel, and Kasowitz
began reviewing company papers. "Some of these
documents are really bad," LeBow recalls the lawyer saying
-- "really devastating" if brought out in court.

As LeBow began negotiating with the growing number of
attorneys general looking for a broader settlement, he
realized he had an important asset: the documents. “The
one thing we had to offer was cooperation," he said.

He claims, in fact, that it was the prospect that his internal
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industry documents would be made public that drove the
companies to the bargaining table. Along with pressure
from the Food and Drug Administration and the other
laggsuiotsr he said, the internal documents -- including those
of othér companies in Liggett's files = broke the dam. The
companies are fighting the release of documents dealing
with cooperative efforts of the industry, claiming that they

are protected by attorney-client privilege.

LeBow said the state officials who reached agreement with
him promised in the settlement to expend their "best
efforts" to protect Liggett in any broader agreement.

When the broader settlement emerged in June, it held his
company to financial terms that he said would drive it into
bankruptcy. He contrasted his treatment from the attorneys
general with that of industry whistle-blower Jeffrey
Wigand. The attorneys general threatened to walk away
from the industrywide talks if Brown & Williamson
Tobacco Co. didn't drop its legal attacks on Wigand, a
former top researcher with the company who had gone
public on cigarette safety issues.

James E. Tierney, a former Maine attorney general who has
served as a consultant to states suing the industry, bristled
at the comparison to Wigand, who went from a
mid-six-figures income as a Brown & Williamson executive
to the pay of a high school teacher. "May I remind him? He
is a tobacco company," Tierney said. Tierney nonetheless
praised LeBow for cooperating with the states and said the
attorneys general would honor their promises to him.

Tobacco analysts doubt that LeBow's settlement forced the
industry to settle. Negotiations had begun months before
among the companies themselves, said Gary Black, an
analyst with Bernstein Research.

"Do I believe he caused the earth to shake?" said
independent analyst Mary Aronson. "I don't think so. He
may be big, but he's not that big."

Because the ultimate fate of the deal is not known, she said,
"we're a long way from seeing whether this credit is worthy
of being given out to anybody."

Black said LeBow "was the first to understand that a
settlement was the way to go," but that the Liggett
settlement was deeply flawed. Black said the companies
should have simply bought LeBow out when they had the
chance to do so cheaply and quietly before he started
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negotiating a settlement. "Egos got in the way," Black said;
"they'd rather destroy LeBow than buy him out."
IN PROFILE
Bennett LeBow
CEO of Liggett Group
Age: 59.

Birthplace: Philadelphia; his mother taught school, his
father sold insurance.

Education: Engineering degree from Drexel University;
graduate work in computing at Princeton.

Other interests: Scuba diving.

Career highlights

1961: Starts a computer company in Rockville, DSI
Systems; later saves it with a merger and financial
restructuring, then sells it.

1985: Acquires

MALI Systems; company files for bankruptcy 1993,
reemerges in 1994,

1986: Buys Liggett from GrandMet for $137 million.

1987: Buys most of Western Union, which has a negative
net worth of $200 million. The company, renamed New
Valley, later sells its interest in Western Union Financial
Services for $1.2 billion.

1988: Sells his shares in American Brands after failing in an
effort to merge it with Liggett and makes a $30 million
profit.

1989: Fails in hostile bid to acquire Prime Computer.

1990: Combines several unprofitable interests into Brooke
Group, later named Liggett.

1995: Joins with former rival Carl C. Icahn in a battle to

force RJR Nabisco Holdings to spin off its food business.
The assault fizzles.
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@CAPTION: Bennett S. LeBow of Liggett Group Inc.
confers with attorney Michael Faye during his testimony
Monday in Miami in flight attendants' class action suit
against tobacco companies.
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SENATORS TARGET AMERICAN CIGARETTES SOLD ABROAD [7.23.2]
Should We Be Contributing to a Drug and Health Crisis?

U.S. Senator Frank Lautenberg, D-NJ and some of his Senate colleagues are targeting U.S. cigarette
exports with legislation to outlaw trade negotiations that weaken foreign tobacco curbs and to make sure
smokers abroad get the same health warnings as Americans.

The bill, being introduced today, would forbid a repeat of 1988 trade negotiations with South Korea.

Then, under the threat of sanctions, South Korea had to agreed to eliminate its ban on tobacco
advertising -- and by 1993, U.S. cigarette imports had increased by 1,000 percent.

Without restrictions, *“our government will be contributing to what will be a health crisis in the next
century" worldwide, Lautenberg and Sen. Ron Wyden, D-Ore., wrote U.S. Trade Representative
Charlene Barshefsky on Tuesday.

The bill also will modify existing law to require that exported U.S. cigarette packs bear the same warning
labels required in this country, but in the language of their destination.
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Liggett Chief Says Philip Morris
Paid His Bills

By Donald P. Baker
Washington Post Staff Writer
Tuesday, July 22, 1997; Page A10

Tobacco Links

Legal saitics

MIAMI, July 21-The maverick owner of plodical Reports
the nation's fifth-largest cigarette feenige Smoking
company testified today that industry Pabitics & Policy
giant Philip Morris paid his financially Tobacco Industry

ailing company's legal bills for several
months in 1995 in an unsuccessful attempt to keep him from
breaking Big Tobacco's solidarity on the issue of whether smoking
causes cancer.

"We accepted it for a while," said Bennett S. LeBow, owner of the
Liggett Group Inc., "but they canceled after five, six months."

LeBow did not specify how much money Liggett got from its largest
competitor, but he did say that at the time Liggett was spending $10
million a year defending itself from law suits and other accusations
that its products were killing its customers.

In a highly unusual move, LeBow testified on behalf of 60,000
former and current non-smoking flight attendants who are suing the
tobacco industry for $5 billion for health problems they say they
suffered from breathing secondhand cigarette smoke on the job. It's
the first class-action lawsuit against the industry ever to come to
trial.

LeBow is chairman of Brooke Group Ltd., whose Liggett Group
makes Chesterfield, L&M and more than 100 discount and generic
brands of cigarettes-accounting for about 2 percent of the U.S.
market. In March 1996, Liggett settled lawsuits brought by five
states and private attorneys to recover medical costs of treating sick
smokers. This spring, LeBow's company settled lawsuits with 22
more states and agreed to cooperate in a legal attack on the
industry.

Today, LeBow found himself testifying against his own
company-Liggett is one of the defendants-and being questioned by
lawyers for his company.
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Attorney Stanley Rosenblatt, who is representing the plaintiffs, said
Go to Home Page  Philip Morris "didn't pay his bills out of the goodness of their heart.
That was a means of buying his silence and his cooperation so he
would not be a spokesman for the opposite position."

The bearded LeBow, who is a Miami resident, was unequivocal on
whether smoking causes cancer, heart disease, emphysema and other
diseases. "The answer is yes," LeBow said in answer to that
question posed by Rosenblatt.

To another question, he responded, "Yes, we believe that for many
people smoking cigarettes is very addictive."

But he was less certain whether secondary smoke-the issue in the
trial-is injurious. LeBow said he had no basis on which to agree or
disagree with studies by the U.S. Environmental Protection Agency
and others that found that environmental tobacco smoke-also called
secondhand smoke-causes cancer.

Lawyers for the four larger tobacco company defendants-Philip
Morris, R.J. Reynolds, Brown & Williamson and Lorillard-peppered
Rosenblatt's questioning of LeBow's testimony with so many
objections-many of which were sustained by Dade County Circuit
Court Judge Robert Kaye-that an exasperated Rosenblatt appeared
to cut short LeBow's appearance on the witness stand.

The lawyers for the defendants contended in opening arguments that
the flight attendants were exposed to the equivalent of no more than
a few cigarettes a year during the time commercial airlines permitted
smoking, a practice that ended in 1990.

Despite LeBow's statements today, two top analysts of the tobacco
industry who were in the courtroom said his testimony was not as
damaging as some industry boosters had feared.

"It could have been worse," said Gary Black, tobacco analyst for
Sanford Bernstein Co. "I think the industry dodged the bullet."

Martin Feldman, tobacco analyst for Smith Barney, agreed. "I don't
think he hurt the industry's case," said Feldman. "In a.case this long
[jury selection began June 2] it's hard to say who won a particular
skirmish, but I do think the industry did a very effective job of
defusing what might have been a very volatile LeBow."

LeBow is "clearly on a tightrope," according to Feldman. He wants
to side with the plaintiffs, but his company remains a defendant in
the case.

But Feldman said the jurors may be listening more to the "gross
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generalities" offered by plaintiffs' witnesses about the dangers of
smoking to health than to defense suggestions that there is much less
proof about the dangers of secondhand smoke.

During a brief cross-examination, LeBow told Brown and
Williamson lawyer Edward Moss that he had changed his view
about the health risks of smoking on the basis of reports to him by
lawyers he had hired to review the research on smoking.
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States Dwzded in Sen31twe Tobacco Talks

Some Are Balk mg at Offermg Industry Protection Fi rom Ltabtllly

. By BARRY MEIER

As talks with thie tobacto industry-
enter a crucial week, conflicts are
" growing among negotiators repre-
senting states over the critical issue
- of liability, with at least one of them
' vowing to propose a settlement plan
even if othersbalk. -

About 30 states are suing cigarette '
producers to recover. Medrcand mofi-

- ey spent on treating smokmg-related
ills, and the companies have ‘called
on those states-to provide uniform
. settlerhent proposals this week. The
" . proposals will cover topics central to
- the two-montt-long negotiations, like
* protection for the industry from le-
gal damages, Government regula-
tion .of nicotine and the " size of a
settlement package. . =~
In talks in New York Clty late last
week, a core group of negotiators
representing state attorneys general
told industry representatives that
- they were withdrawing several pro-

posals intended to protect the indus-
“try from lawsuits and ‘damage. -

awards. Those included a bar on pu-

nitive damages, requirements that

smokers complete smoking-cessa-
tion classes before they could sue
and sharp restrictions on the right of
future smokers to sue.

But in an interview yesterday,

. Richard Sc s,-a lawyer who re
reﬁt?rﬁfﬁ*u—rp ippi and some 19 oth:
€r states involved in the talks, said he
believed that a majority "of them
would accepta’

ages
efi

/

€ mdustry commitments

to industry without the participation
. of several states, including Connecti-
cut, Iowa, Minnesota and Wisconsin,

that have been among the most vocal .

- in their opposition to liability restric-
tions. “'If a substantial majority of
"states agree to go forward, I think
there willl be. a deal. announced
among the states who agree to it,”

€ dam- "
ange for settlement',

W i
Mr, Scruggs a e. be-

lieved such a plan could be presented .

Mr. Scruggs said. "Rnght now, the
tail is wagging the dog.” i
Punitive damages:are. meted out to

" punish a company and'deter similar

conduct. Although punitive damages
have never been awarded in a tobac-
co lawsuit, they are a legal wild card

“for cigarette makers because. the

damages can be huge and awarded
repeatedly in dlfferent cases.

Limits on future lawsuits and
damage awards are crucial goals for

"the cigarette industry, which wants

to be able to predict with some cer-
tamty how such awards will affect

A tobacco settlement
proposal may not -
include all the states

in the negdt_icitioris.- -

,'ﬁ'.':‘\\
- ..l

corporate earrungs In exchange th‘e
companies - have- said . they. would

- work to'cut down sharply on teen-age

smoking and ‘reduce. overall ciga-
rette promotion and would probably .
concede 'regulatory authority over
‘cigarettes -and nicotine to the Food

- and Drug Administration..

The comments of Mr. Scruggs,
commg just days after.state negotia-.
tors rejected industry liability pro-
posals, seem to reflect confusijon on.
the part of attorneys.general and
their antismoking allies at a critical
-moment. Several of them appeared
to be taken.aback by Mr. Scruggs’s
stance and said again that they were
not willing, for the moment, to make

_ any concessions on the issue of puni- -
_tive damages. ‘‘A_core position of

ours is that this agreement can pot
restrict the rights of.indivi .
Py 2 ”

seek just coi aid Mat-

seek just compensation,”_said Mat:
“thew Mye awyver with the Coali-
ron for Tobacco-Free S. . . .

_ca on the 1 aldamag_ tha

g edtomemdustrybe,gwl’%%f_ .
~ large- punitive awards could

-ment’s benefit to the publjc.

. Bob Butterworth, the Florida At- '

‘torney  General, said, ‘“We:' would .

have to weigh its importance at the
time the whole package comes to-
" gether.”

Along with Michael Moore the At-
tomey,G_enera._l of Mississippi, Mr.
Scruggs is considered a principal ar-.
chitect of the tobacco talks. But both
. he and Mr. Moore are facing.pres-

. sure to resolve the discussions be-

cause Mississippi’s Medicaid case,

the first of ‘its kind in the nation, is

" scheduled to begin early next month.
‘The- attorneys general have: indi- -

cated they would agree to an’ annual

provide the.companies - :
. financial predictability. :l'hough not
set, the cap would be about $4 billion, -
people familiar with the falks said. .
Mr. Scruggs said: that a bar on
pumtxve damages should also be ced-

] a e~

‘Mr. Moore said he hoped the attore
_heys general would ‘soon reach_a -

. final proposal and present it to- the

industry., At that point, he said, he -
would seek to build a consensus with’
“public health leaders and elected of-'
fictals.*“I'would like to have unanim- -
ity among the'states, he said. “But

. the number is-not the determmmg~
‘factor. I have complete faith that -
when this is done we will have a

. supermajority.” '

But just how. salable such a plan
‘would be to the White House.or to
Congress is still an open question. -
~ Michael Ciresi, a lawyer for the
State of Minnesota and one of the
strongest critics of the talks, said he -
did rot think a plan would be politi- -
cally acceptable unless it had sup-
‘port from the public health commu-
nity and all the states.

“A proposed settlement with oppo-
sition,” he said, ““would be dead on
arrival.”’ . :

Embrace Computers Booksellers Are Told

CHICAGO, June 1 (AP) — When
booksellers gathered this weekend at
Bookexpo America, the annual meet-
ing .of the publishing industry, inde-

pendent sellers were encouraged to -

do more than just complain about
superstores and on-line' dealers —

" they were told about some practica] -
ways to fight back by tummg t0
computer technology. '

One seminar’s title was part chal-

lenge, part threat: ‘‘Tomorrow's
Bookstore: Will You Be There?” The
message to the.independent sellers:

" If you want t be there, make friends

with computers.

“I-think the title’ was meant 0
provoke people into really question-
ing whether they're doing what they
" have to do in order to compete in the
21st century,” said the moderator of
the panel, Richard Scott, managing -
editor of The American Bookseller, a
trade publication. “If Bames & No-

ble parks ' itself across the.street:
from an 800-square-foot store, com- -
puters can’t totally equalize it, but at
least they can give you a flghtmg

chance.” .

. Beyond dlscounts or coffee bars,

superstores like Barnes & Noble and

-on-line sellers .like .Amazon.com’

often have the advantage of bigger
selections and a'wider range of serv-
ices. But panel members said com-
puters could change that.

:For instance, ‘‘on demand’” prmt-
ing- mediated by computers would
enable a-store to download a book it
did not have in stock or 'even a:book

‘that was no longer in print. And by
setting up a computer — or a bank of -

them — sellers could not only track
down a book but could also arrange
for speedy delivery.

' ‘“Let's say you run a travel book-
store and I come into your store and
I'm leavmg in two days for Japan

Qtl)e :New ﬂork umcs
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—

and I want a book you dont carry,” :
said a panelist, Robert T. Brady, a .
Web site consultant and president of -
Ingram Internet Support Semces 1n-'

.La Vergne, Tenn.

“You can have someone delrver it

to your, store in: two days, and I'll
* have to come pick it up,” he said. “Or

you can take that customer and say, -

“Why don’t you come . over to our

Internet bookstore,” log them on, find -
the book, and it can be delivered -
overnight if they need it. They ve

-saved that sale.”

Sellers were advised to compile
files on customers’. buying habits, so -

..a store could noufy a Tom’ Clancy

fan, for example, whenever he had a

" new book coming out.

Some speakers predlcted that

. computers would become a standard .

part of any store. “I think it’ll be a"..
combination - of computers and

_books ” Mr Brady said. .

S




F or-Prof1t Educat1on Venture to l_,xpand

By PETER APPLEBOME

All but given up for dead-three
years ago, the Edison Project, the
ambitious national venture into for-
profit schools, will announce this

week that it will double in size next

year, to 25 schools in eight states
with about §70 million in revenue.

The growth of Edison, a company-

begun with great fanfare in 1991 by -

the media entrepreneur Christopher -+ SProut Group, a venture capital com-

Whittle, is a dramatic sign of the
fundamental ‘changes beginning to
shape American education as the

traditional model — public schools
. operated by a monolithic school dis--

trict' — slowly gives way to a far
- more varied landscape of autono-
mous charter schools and schools
operated by for-proflt and nonprofit

orgamzatlons
“I think there is every.reason to

_ believe we are witnessing a-funda- .

mental transformation of American
education in which Edison is playing
a big part, at least symbolically,”

said Denis Doyle, a senior fellow at.

the Hudson Institute. “They’re cer-
tainly a significant entering wedge
in a new way of thinking about
~ schools.”

Of the 500 charter schools ~— public

schools operated "autonomously — .

that have been created in the last few

years, 10 percent are run by private’

.companies like Edison, Advantage
Schools Inc., Sabis Educational Sys-
' tems, Education Alternatives Inc.
and Alternative Public Schools, ac-
cording to a survey in the coming
issue of the Education Industry Re-
port, a newsletter that rates the.per-
formance of 25 publicly traded edu-
" cation companies.

~ Edison will announce new sites in
" Chula Vistd, Calif.; Detroit; Duluth,

Minn.; Flint, Mich., and San Antonio,
as well as expansions in some of the
cities where it already does business.
The company will also announce test
scores indicating that it has had

some striking success in improving .

educational performance.

~ . Yet the signals remain mixed and
murky on the company’s ability to

operate profitably over time. '
Mr. Whittle, who originally prom-

ised a grandiose network of for-profit

private schools, said all 12 of Edi-

son’s schools were operating profit- -

ably at the site level — that is, factor-
ing out corporate and start-up costs.
. And some analysts say the compa-
ny’s growth and performance pro-
vide considerable evidence that a
private company can operate
schools better and more cheaply
than school districts do. .

“What’s impressive is that Edison

at this point is doing exactly what .

. they said they’d do,” said Michael
Moe, who specializes in following
education-related companies
Montgomery Securities. “It’s too
early to say this is a slam dunk, but
there’s a lot of evidence this is going
to be a big, significant company that
will be significant not just in terms of

for -

what it does, but in terms of the
impact it has on American educa-
tion. This could be a bllllon-dollar
company in 10 years.”

But some school officials and even '

some people within the company are
far more cautious in assessing the

company’s chances to be profitable -
" in the long run.

Bob Finzi, a general partner of the

pany that is a major Edison investor;
said . that although he was pleased’
with Edison’s progress, particularly
in terms-of test scores, he would not
agree with the characterization that
all schools operate profitably now. .
“What’s the saying: Liars figure
and figures lie?” said Mr. Finzi, a

- member of Edison’s board. ‘“You can

cut things a lot-of ways, but I would-
n’t characterize it that way. Right

now, we're falsely characterizedasa -

for-profit. We're as much of a not-
for-profit as anyone.”

Similarly, Phillip Garrett, assist-
ant superintendent for instruction at

the Sherman Independent School .

All part of the new

school landsoape:_
profits, charters —-

and questions.

District in Texas, where Edison
opened one of its first four schools in

the 1995-96 school year, said that test -

results thus far had been disappoint-
ing and that Edison had struggled to
operate its schools: with the same

‘per-pupil allocation that is avanlable

to school districts.

“I’d be very surprised if they were
making a profit in Sherman,” Mr.
Garrett said. "

Still, for a company that seemed in

jeopardy of being dragged down as .

Mr. Whittle’s media ventures col-
lapsed or were sold off a few years
back, Edison’s resurgence is re-
markable andrevealing about the
hunger for new approaches to run-
ning schools.

The company, headed by Mr. Whit-
tle and Benno C. Schmidt Jr., the

former . Yale University president, :

will announce this week that by next
fall it will have grown in three years

-from 4 schools to 12 to 25, which will

enroll 13,000 students. Officials say
Edison is likely to add even more
schools. in the 1998-99 school year
than it will in 1997-98. -

“We could have done a lot more if
we wanted to,”” Mr. Whittle said.
“The growth is more a function of
logistics than demand.” -

The company has yet to lose a.
client. All but one of its eight current

_cities have expanded their Edison

schools since beginning the relation-

Ehe New Pork Times
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sl'np And Edison this week will an-
nounce test scores ‘showing signifi-
cant gains at many of its schools. +
At Dodge-Edison Elementary
School in Wichita, Kan.,, for-example,
fifth graders went to the 59th nation-
al percentile from 'the 46th in read-

ing and to 64th from 35th in mathon -

a standardized test taken by all pub-
lic school students in Wichita. On

" tests conducted by the Educational

Testing Service, gains by Edison kin-
dergartners and first graders sub-

Stantially exceeded students in a con-
- trol group.at the two sites where

matched control groups exist, Edi-
son the company said. -
" Increasingly, many skeptical edu-
cators are deciding that Edison has
put together an educational plan —
including a longer school day and
year, computers for all families and
state-of-the-art reading and math
curricuilums — that educates chil- -
dren Dbetter than conventional

“schools do.

“We had" 40 mqumes nanonw;de
for our charter school, which we
pared down to a half dozen, and the
parents, teachers, principals: and
school board members who evaluat-
ed them unanimously decided Edi-
son was the best,” said Mark Myles,
superintendent of the Duluth Schoot -
District in Minnesota, where Edison
will -operate a new charter school

 this fall. “They’ve really done thelr .

homework.” ‘

But Edison’s educational program
has come at a cost of $105 million
raised thus far, with more needed to

finance future expansion. Mr. Whit-

tle and Mr. Schmidt said that finan-
cial results were encouraging and
that Edison as a system could be
profitable with 50 to 70 schools, a size
it could reach in two years.

Mr. Finzi, however, described fi-
nancial results thus far as “signifi-
cantly less”” than had been hoped for,
as a result of factors including con-
tracting costs that had not been an-
ticipated and the enormous technol-
ogy costs associated with Edison’s

* much-touted guarantee of a comput-

er for every family in the school.
Perhaps Edison’s biggest setback
came in its Renaissance School in
Boston, which shocked parents in
January by saying that, because of
financial reasons, it would not offer a
ninth-grade class next year as
promised, forcing parents to make

_new high school plans for their eighth
_graders.

‘Mr. Finzi said the technology pro-
gram was so expensive, and its pay-
off, particularly at the lower levels,
so uncertain, that it was likely that
Edison would need to rethink it, ei-
ther offering computers to fewer stu-
dents or offering less expensive and
ambitious technology.

CAMP, A PLACE TO DREAM:
GIVE TO THE FRESH AIR FUND
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—_ _F Iortda to Sell Tobacco Stocks F rom Its Rettrement F und

By MlREYA NAVARRO

~ MIAMI, May 28 — Florida officials decided- -
today to divest the state’s retirement fund of all

tobacco stocks, maintaining that the prolifera-
tion of' lawsuits against cigarette companies
and the growing prospect of tight government
regulation made them too risky as investments.

The state’s plan to sell off $825 million of
‘tobacco stocks in the $61 billion Florida Retire-
ment System Trust Fund — one of the nation’s

10 largest state pension funds — would repre-
" sent the nation's largest divéstiture.of sharesin -
cigarette companies, according to the Investor -
Responsibility Research Center in Washington, -
a nonprofit research service. At least a dozen

universities have chosen to shed their tobacco
holdings in recent years, but only one other
state, Maryland, has taken similar action by

selling $75 million of tobacco stock in its em-

ployee pension fund last year.

In Florida, the 2-to-1 divestiture vote by the
state board that oversees the retirement fund
for more than 700,000 current and retired public
-employees came as at least nine other states,

“including New;York and Texas, have begun to
- review whether they should sell off their tobac- -

co holdings.
Public officials are evaluatmg the fmancnal
risk of holding stocks in an industry that has

come under increasing legal and political pres-

sure. At the same time, some states have begun
to question the wisdom of inveésting in compa-
nies that they are suing because of health care
costs associated with smoking.

Qu’estiohihg-‘the wis‘dor‘h of

investing in compames that -
oneis sumg

- Gov. Law'too Chiles. of Florida, ‘who has

spearheaded his “state’s” $1.2 bllllon lawsuit -
against cigarette manufacturers, said shedding-

tobacco stocks eliminated what he saw as a
conflict of interest. “What would happen if we
win?”’ he asked. “Then you’d feel you failed in

Governor Chiles and .State Treasurer Bill
Nelson, both Democrats, provided the majority
in today’s vote by the state pension board. State

‘Comptroller Bob Milligan, a Republlcan voted

to keep the stock, saying none of the financial

" advisers the board consulted had suggestions
--for a better investment.

Although the board’s staff deemed the stock
solid and recommended -against divestiture,
Florida’s Attorney General, Robert A. Butter-

- worth, issued a 10-page opinion that found the

tobacco industry ‘‘in an extremely volatile posi-

- tion, subject to the outcome of litigation, chang-
ing public opinion and public-policy decxslons :
. over'which it has limited control.” :
Of the $825 million that the State of Florida

has invested in tobacco stock, $602 million is

with Philip Morris Companiés Inc., and the rest
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.. your flduc1ary responsibility as guardian of thls
- pension fund. It’d be foolish.” :

up the: floodgates ”

is spllt among eight other companies.

Crash of Jet Fi zghter

Philip Morris officials -said in a statement Kl”s lts Pllot a Woman

that the company provided ‘‘superior returns to
shareholders,” and reminded Florida’s public
pension managers of their duty ‘‘to manage

_ their portfolios to produce the best financial

returns for Florida's public employees.”
Calvert D. Crary, a litigation analyst who

* specializes in tobacco stocks at Auerbach, Pol-

lak & Richardson-in Stamford, Conn., said Flor-

‘ida’s decision-was. urilikely to sngmflcantly af-
-. fect the biggest tobacco companies, mcludmg
. Phlllp Morris, whose shares have risen 16.5,

percent this year.
Representatives of government employees

. whose retirement checks depend on the state’s

pension holdings, expressed some nervousness

~over the divestiture decision.

“It's premature,” said Mark Neimeiser, po-
litical director -of the American Federation of
State, County and Municipal Employees, which
has 27,000 members. ‘“The guiding prmcnple

- should be whether or not the investment is good

for the plan.”” -
Anti- smokmg forces sald Florlda s decision

might help prod other states to divest their.

tobacco holdings:

“The tobacco tompanies are on notice that -
there is a- changed political climate’ when a-
* state like Florida officially chooses to disassoci-

ate from tobacco,” said Brad Krevor, executive
director of the Tobacco Divestment Project in

Boston, which advocates more regulation of the ~

tobacco industry. ‘“We think this will be opening
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TUCSON Arlz May 28 (AP) —'An
A-10 attack jet went down on Tues-
day night in a training run, killing its
pilot, who became the first female
fighter pilot in the Air Force to die in
a crash.

Search crews today found- the body
of the pllot Capt. Amy Lynn Svo-
boda, in the wreckage of her jet at
the Barry M. Goldwater Air Force
Range near. Gila Bend, about 100
miles from Tucson. There was no
sign that she had tried to eject. -

Captain Svoboda, 29, of Glen Ellyn,
I1l., was one of just 14 female fighter

pilots in the Air Force. She was two-
_hours into a mission with another A-

10 Thunderbolt when her plane went
down. -The cause of the crash re-
mains under investigation.

Although Captain Svoboda was the
first female fighter pilot in the Air.
Force to die in a crash, she was not

‘the first in any of the military serv-

ices. Lieut. Kara Hultgreen of the
Navy was Kkilled in 1994 while trying

‘to land on an an‘craft carrier in her
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CI.A. Destroy_ed Files on 1953 Iran »Coup

By TlM WEINER

WASHINGTON, May 28 — The
Central Intelligence Agency, which
has repeatedly pledged for more
than_five years to make public the
files from its secret mission to over-

throw the government of Iran in 1953,

said today that it had destroyed or
lost almost all the documents dec-
ades ago.

Two successive Directors of Cen-
tral Intelligence, Robert M. Gates in
1992 and R. James Woolsey Jr. in
1993, publicly pledged that the Iran
records would be released as part of
the C.ILA.’'s ‘“‘openness’ initiatives.
But they did not know there was
virtually nothing left to open: almost
all of the documents were destroyed
in the early 1960’s. '

_ “If anything of substantive impor-
tance that was an only .copy was

destroyed at any time,”’ Mr. Woolsey

said tonight, “this is a terrible
breach of faith with the American
people” and their ability to under-
stand their own history.

~“I had every reason to believe in
'93 that the full historical record,

anything important to the historical .

understanding, was there and avail-

able. 1 had no notion that anything -

important had been’ destroyed.”
A historian who was a member of

the C.I.A. staff in 1992 and 1993 said .

in an interview today that the
records were obliterated by “a cul-
ture of destruction’’ at the agency.
The historian, Nick Cullather, said
he believed that records on other
major cold war covert operations
had been burned, including those on
secret missions in Indonesia in the
1950’s and a successful C.LA.-spon-

sored coup in Guyana in the early :

- 1960’s.
“Iran — there’s nothing,” Mr. Cul-
lather said. ‘“Indonesia — very little.
Guyana — that was burned.”

Brian Latell, the C.LA. official who

- runs the Center for the Study of
- Intelligence at the agency, acknowl-
edged today that most of the Iran
records were destroyed or lost in the
1960’s. He said he thought the agency
still had ‘‘substantial’’ records on its

covert actions in Indonesia, which it -

has promised to release. He said he
could not discuss Guyana, which he
called an operation whose existence
the C.LA. had never acknowledged.
“Dr. Cullather is correct” about
the Iran records, he said.
In the early 1960’s, Mr. Latell said,
- C.LLA. officials told the keepers of the
Iran records ‘‘that their safes were

too full and they needed to clean’

them out.”

‘“This was the culture in the early
1960’s,”” he said. “‘No such culture
exists any longer and hasn’t existed
for some time.” . )

The Directors in that era were

Allen W. Dulles, who served from -

February 1953 through November
1961, and John A. McCone, who suc-
ceeded - Mr. Dulles and served
through April 1965. It is unclear
whether either man was aware of the
destruction.

Mr. Cullather, now an assistant
professor of history at Indiana Uni-

versity and associate editor of the

Journal of American History, came
to the agency in 1892 as a. member of
its history staff. He was assigned to
write a warts-and-all account of the
" C.ILA.-sponsored coup in -Guatemala

on that operation were destroyed."
Mr. Latell said only ‘“a small
body” of Iran records remained.

" Other officials said the surviving

in 1954. Mr. Gates had just made his -

pledge of openness and promised to

release the files on Guatemala, Iran’

and the 1961 Bay of Pigs invasion of
Cuba. - .

But the C.I.A. *“quickly found there

ere no documents on Iran,’ Mr.
Cullather said. “They had been rou-
tinely purged. When 1 left in 1993,
they had rounded up about 25 or 50
pieces of paper. There was almost
nothing. The bulk of the documents

files totaled about one cubic foot. No
one at the agency had told Mr. Wool-
sey about the records’ destruction

before he gave a speech in Septem- .

ber 1993 rededicating the C.LA. to
releasing the Iran files.

Ed Cohen, the director of informa-
tion management at the C.LA., said
in an interview that strict pro-
cedures- at the agency now insured
that no valuable "able historical
records were routinely burned.
~ “‘The destruction process is not
mindless,”” Mr. Cohen said.

Historical records of secret opera-
tions are reviewed by the agency’s
covert operators, the C.I1.A’s general
counsel, the agency’s inspector gen-
eral and the office of the historian,
where Mr. Cullather worked.

Mr. Cullather agreed that ““there’s
no grand conspiracy in the C.LA. to
destroy documents.”

““What there is,” he said, ‘‘is neg-
lect, or negligenceé’’ and a “culture of
destruction,” born of secrecy.

The broad outlines of the Iran op-
eration are known: the agency led a
coup in 1953 that installed the pro-
American Shah. Mohammed Reza

Pahlevi on the throne, where he re-
mained until overthrown in 1979. But .

the C.I1A’s records were widely
thought by historians to have the
potential to add depth and clarity to a
famous but little-documented intelli-
gence operation.

The C.LA. has proved that it can
release history-altering documents.
On Friday, it declassified 1,400 pages
on the Guatemala coup in 1954 and
two historical papers, including Mr.

. (}uatcmala] must b«. taken.”

invasion by Castillo Armas..

The ClL A burned nearly all of its files on its role in the 1953 coup in Iran: Documents detailing the 1954
‘Guatemala coup were recently declassified, including a study of assassination plans, above.
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Cullather’s 116-page account of the
operation.

MT. Cullather said the records on
which he based his work were pre-
served only by a quirk of history: a
lawsuit seeking the documents, filed
under the Freedom of Information
Act in 1982 by Steven Schlesinger, an
author of “Bitter Fruit: The Untold
Story of the American Coup in Gua-
temala,” (Doubleday, 1982).

“The C.1.A. is presenting the Gua-
temala release as evidence of good

faith and openness,” Mr. Cullather

said, “but it's the exception:”’ .

He said the breadth and depth of
the documents’ preservation “gener-
ally doesn’t happen wnh C.IA. opera-
tions.”

Using the documents preserved by

the lawsuit, Mr. Cullather produced

an astonishingly frank account, writ-
ten in 1993 and printed in 1994, which
may be a high-water mark in the
agency’s openness. _

His account says the C.LA. directly
lied to President Dwight D. Eisen-
hower when it told him that only one
of the agency-backed rebels had died
in the Guatemala coup. In fact, at
.least 43 rebels were killed. The ac-
count also says.the Guatemala oper-
ation, which ‘‘went into agency lore
as an unblemished triumph,” was
marked by poor security, bad plan-
ning and third-rate reporting.

It describes the leaders installed
by the C.I.A. as repressive and cor-
rupt. The coup, it says, destroyed the
political center in Guatemala, which ™
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“‘vanished from politics into a terror-
ized silence,”” and led to a series of
brutal military governments and a
“cycle of violence and reprisals”
that ‘“‘claimed the lives of a U.S.
Ambassador, two U.S. military atta-
chés and as ‘'many as 10,000 peas-
ants” in the 1960’s.

“The C.LA. never learned from the
experience,” Mr. Cullather said, so
the Guatemala coup became a model
for the Bay of Pigs debacle. ‘““‘Legend
replaced reality. It’s a classic case of
the C.L.A.-not learning from its own
history,” a history that was secret.
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