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Hatch-Feinstein S u b s t i t u t e B i l l 

Cessation anti Research 

States r e c e i v i n g funds must conduct anti-tobacco Vroqra^s 
c o n s i s t e n t w i t h smoking cessation guidelines issued by the 
Agency f o r Health Care Policy and Research. 

State a n t i - t o b a c c o and cessation programs must be approved by the 
At t o r n e y General, Secretary of Treasury and Secretary of HHS. 

Separate T i t l e of Act includes d e t a i l e d p r o v i s i o n s t o r e s t r i c t 
minors' access t o tobacco products and reduce underage 
smoking. 

N a t i o n a l anti-tobacco product consumption and t o b ^ f o , - p r o d u c t 
c e s s a t i o n program t o be established and imp'iemented by 
Secretary of HHS. 

These programs are t o be provided i n pa r t by s t a t e and community 
a c t i o n funded by block grants and i n pa r t by d i r e c t a c t i o n by 
HHS through the Agency f o r Health Care Policy and research. 

Set:tleTnent o f Cases and L i a b i l i t y 

S e t t l e s as t o p a r t i c i p a t i n g manufacturers a l l s t a t e a c t i o n s , 
i n c l u d i n g p o l i t i c a l s u b d i v i s i o n s , pajTSPs p a t r i a e a c t i o n s , 
p u n i t i v e damages f o r past conduct and addiction/dependency 
Slaims re s e r v i n g the r i g h t of i n d i v i d u a l s t o pursue i n d i v i d u a l 
claims not based on addiction/dependency claims. 

Precludes f u t u r e class a c t i o n s . 

Requires payment by p a r t i c i p a t i n g manufacturers °f ^398.3+ b i l l i o n 
($303,337,500,000 as compensatory damages and $95 b i i i i o n as 
p u n i t i v e damages), plus a $10 b i l l i o n i n i t i a l payment. 

Does not s e t t l e l i a b i l i t y f o r f u t u r e conduct i n c l u d i n g p u n i t i v e 
damages. 

L i m i t s payment of tobacco r e l a t e d judgments t o $5.5 b i l l i o n per 
ye^r, however, payment of any judgments by P a r t i c i p a t i n g 
manufacturers s h a l l e n t i t l e them t o a c r e d i t of 80% of such 
payment against f u t u r e payments under the Act. Any excess i s 
p a i d the f o l l o w i n g . year. 
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Fees 

Esta b l i s h e s a 3 member a r b i t r a t i o n panel to award attorneys fees 
and expenses r e l a t i n g to l i t i g a t i o n a f f e c t e d by or l e g a l 
s e r v i c e s t h a t r e s u l t e d i n whole or i n part i n the Act. 

One member appointed by p a r t i c i p a t i n g tobacco manufacturer, one_by 
p r i v a t e attorneys and Attorneys General who were s i g n a t o r i e s 
t o the Memorandum of Understanding of June 30, 199 / 
("Settlement") and one appointed j o i n t l y by p a r t i c i p a t i n g 
tobacco manufactures and the aforementioned p r i v a t e attorneys 
and Attorneys General. 

Fees are t o be subject t o c r i t e r i a i n c l u d i n g time and labor, s k i l l 
r e q u i r e d , novelty and d i f f i c u l t y of the issues, pjreclusion of 
ot h e r work, amount involved and r e s u l t s o b t a i n e d , 
u n d e s i r a b i l i t y of a c t i o n and experience and r ^ u f a t i o n of 
a t t o r n e y s involved, which have been approved on numerous 
occasions i n s i m i l a r s i t u a t i o n s f o r the s e t t i n g of attorneys' 
fees by the United States Supreme Court, the United States 
Courts of Appeals, and other courts. 

Fees and expenses are t o be paid by p a r t i c i p a t i n g manufacturers 
o u t s i d e of any monies payable under the Act.^ 

FDA and A d v e r t i s i n g 

Provides f o r f u l l FDA a u t h o r i t y over tobacco products, i n c l u d i n g 
the a u t h o r i t y t o promulgate regulations r e s u l t i n g i n a general 
p r o h i b i t i o n of c i g a r e t t e s or smokeless tobacco, or the 
r e d u c t i o n of n i c o t i n e y i e l d s of a tobacco product t o zero, 

^ s u b j e c t t o Congressional approval. 

Mandates t h a t the a d v e r t i s i n g r e s t r i c t i o n s agreed t o i n the June 
20, 1997 Settlement w i l l be included i n the Protocol, thereby 
going beyond the r e s t r i c t i o n s contained i n the FDA r u l e and 
i n s u r i n g t h a t the tobacco i n d u s t r y w i l l waive any 
c o n s t i t u t i o n a l r i g h t s t o challenge these r e s t r i c t i o n s . 
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Tobacco Farmers 

Terminates f e d e r a l programs tha t support the production of tobacco. 
(Sections 831 and 835) 

A l l o c a t e s $18,623 b i l l i o n ($17,348 b i l l i o n i n the f i r s t seven 
y i f r s ) t o compensate quota owners and tobacco producers and 
fund r e l a t e d assistance programs. (Section 101 C(2), Section 
802) 

Quota owners are paid $8 times the average annual q u a n t i t y of q^ota 
owned during the 1997 crop year. [ T o t a l payment spread over 
seven equal i n s t a l l m e n t s 1999-2005.] (Sectipn 812-13) 

Producers are paid $4 times the average crop during the last three 
ylars [?otal payment is spread over seven equal ,installments 
1999-2005.] (Section 815-16) jL-

Tobacco worker t r a n s i t i o n program administered by Secretary of 
Labor w i t h b e n e f i t s up t o $50 m i l l i o n per year s i m i l a r t o 
programs under the Trade Act of 1974. (Section 816) 

Farmer o p p o r t u n i t y grants beginning at $42 m i l l i o n and r i s i n g t o 
$72 m i l l i o n a year f o r college t r a i n i n g . (Section 81/) 

' Rural economic assistance block grants $200 million per year 1999-
2005 go to tobacco growing states. (Section UZl) 

Cost 

P a r t i c i p a t i n g manufacturers make l i c e n s i n g payments t o t a l i n g 
$408,337,500,000 over 25 years. (Section 102) 

Payments are increased by the greater of 3% or the CPI. (Section 

102 C) 

From year one forward, payments may ^^^^^^^^^^^^^ 
but may only decrease based on reductions in adult volumes, 
such d^ecrease to be adjusted by 25% of any increase in 
p r o f i t s . 
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Approximately one-half of funds paid s h a l l be paid i n t o a s t a t e 
^ account and one-half i n t o a f e d e r a l account, less amounts 

a v a i l a b l e f o r tobacco t r a n s i t i o n . Native Americans and 

asbes t o s - r e l a t e d i n j u r i e s . 

Funds a l l o c a t e d as fol l o w s (Section 101): 

In billions of dollars 

Year States 
Public 
Health Research Asbestos 

Agri­
culture 

Native 
Ameri­
cans 

Law En­
force­
ment 

1st 
2nd 
3rd 
4th 
Sth 
6tli 
7th 
Sth 
9th 
10th 
nth 
12 th 
13th 
14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 
22nci 
23nl 
24th 
2Sth 

3.97 
4.47 
5.47 
7.72 
8.22 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 

1.1 
1.6 
2.2 
3.3 
3.5 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

2.15 
2.15 
2.55 
3.7 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

0 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 

2.476 
2.476 
2.476 
2.476 
2.476 
2.484 
2.484 
0.100 
0.100 
0.100 
0.0575 
0.0575 
0.0575 
0.0575 
0.0575 
0.065 
0.065 
0.065 
0.065 
0.065 
0.0725 
0.0725 
0.0725 
0.0725 
0.0725 

0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 

0.325 ' 
0.325 ^ 
0.325 . 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
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INDUSTRY BASE PAYMENTS ($ billions) 

C D B 

Year Settiement McCain 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

10 

8.5 

9.5 

11.5 

14 

15 

151 

15 

15 

15 

15 

151 

15 

15 

15 

15 

15l 

15 

15 

151 

15 

15 

16 

15 

15 

15 

10 

14.4 

Hatch 

15.4 

17.7 

21.4 

23.6 

23.6 

23.6 

23.6 

23.6 

23.6 

23.6 

23.6 

23,6 

23.6 

23.6 

23.6 

23.6 

23.6 

23.6 

23.6 

23.6 

23.6 

23.6 

23.6 

23.6 

10 

9.7925 

12.9925 

16.0925 

14.4925 

368.5 574.5 

15.4925 

Spreadsheet 1 

16.5 

16.5 

16.5 

16.5; 

16.5 

16.4575 

16.4575 

16.4575 

16.4575 

"16.4575 

16.465 

16.465 

16.465 

16.465 

16.465 

16.4725 

16.4725 

16.4725 

16.4725 

16.4725 

408.3375 
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Settlement Hatch McCain Amendments 

SI415 Look-Back Penalties are Not Tax Deductible 
Chart 2 
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Hatch-Feinstein Subst-i B i l l 

Cessation and Research 

States r e c e i v i n g funds must conduct anti-tobacco programs 
c o n s i s t e n t w i t h smoking cessation g u i d e l i n e s issued by the 
Agency f o r Health Care Policy and Research. 

State a n t i - t o b a c c o and cessation programs must be approved by the 
At t o r n e y General, Secretary of Treasury and Secretary of HHS. 

Separate T i t l e of Act includes d e t a i l e d p r o v i s i o n s t o r e s t r i c t 
minors' access t o tobacco products and reduce underage 
smoking. 

A' 

N a t i o n a l anti-tobacco product consumption and t o b ^ ^ q ^-product 
c e s s a t i o n program t o be esta b l i s h e d and imp^lemented by 
Secretary of HHS. . 

These programs are t o be provided i n p a r t by s t a t e and community 
a c t i o n funded by block grants and i n part by d i r e c t a c t i o n by 
HHS through the Agency f o r Health Care Policy and research. 

Set-fclement of Cases and IiiaV>-i 3 i••-Y 

S e t t l e s as t o p a r t i c i p a t i n g manufacturers a l l s t a t e a c t i o n s , 
i n c l u d i n g p o l i t i c a l s u b d i v i s i o n s , paggps p a t r i a e a c t i o n s , 
p u n i t i v e damages f o r past conduct and addiction/dependency 
claims r e s e r v i n g the r i g h t of i n d i v i d u a l s t o pursue i n d i v i d u a l 
c laims not based on addiction/dependency claims. 

Precludes future c l a s s actions. 

Requires payment by p a r t i c i p a t i n g manufacturers of $398.3+ b i l l i o n 
($303/337,500,000 as compensatory damages and $95 b i l l i o n as 
p u n i t i v e damages), plus a $10 b i l l i o n i n i t i a l payment. 

Does not s e t t l e l i a b i l i t y f o r f u t u r e conduct i n c l u d i n g p u n i t i v e 
damages. 

L i m i t s payment of tobacco r e l a t e d judgments t o $5.5 b i l l i o n per 
year; however, payment of any judgments by p a r t i c i p a t i n g 
manufacturers s h a l l e n t i t l e them t o a c r e d i t of 80% of such 
payment against f u t u r e payments under the Act. Any excess i s 
p a i d the f o l l o w i n g year. 



Fees 

Es t a b l i s h e s a 3 member a r b i t r a t i o n panel to award attorn e y s fees 
and expenses r e l a t i n g t o l i t i g a t i o n a f f e c t e d by or l e g a l 

;rvices t h a t r e s u l t e d i n whole or i n part i n the Act. 
se: 

One member appointed by p a r t i c i p a t i n g tobacco manufacturer, one by 
p r i v a t e a t t o r n e y s and Attorneys General who were s i g n a t o r i e s 
t o the Memorandum of Understanding of June 30, 1997 
("Settlement") and one appointed j o i n t l y by p a r t i c i p a t i n g 
tobacco manufactures and the aforementioned p r i v a t e a t t o r n e y s 
and Attorneys General. 

Fees are t o be subject t o c r i t e r i a i n c l u d i n g time ahd labor, s k i l l 
r e q u i r e d , n o v e l t y and d i f f i c u l t y of the issues, pjreclusion of 
ot h e r work, amount involved and r e s u l t s , obtained, 
u n d e s i r a b i l i t y of a c t i o n and experience and r ^ u t a t i o n o t 
a t t o r n e y s i n v o l v e d , which have been approved on numerous 
occasions i n s i m i l a r s i t u a t i o n s f o r the s e t t i n g of attorneys 
fees by the United States Supreme Court, the United States 
Courts of Appeals, and other courts. 

Fees and expenses are t o be paid by p a r t i c i p a t i n g manufacturers 
o u t s i d e of any monies payable under the Act. 

FDA and Advertising 

Provides for f u l l FDA authority over tobacco products, including 
the authority to promulgate regulations resulting m a general 
prohibition of cigarettes or smokeless tobacco, or the 
reduction of nicotine yields of a tobacco product to zero, 

^ s u b j e c t to Congressional approval. 

Mandates that the advertising r e s t r i c t i o n s agreed to i n the June 
20, 1997 Settlement w i l l be included in the Protocol, thereby 
qoing beyond the r e s t r i c t i o n s contained i n the FDA rule and 
insuring that the tobacco industry w i l l waive any 
co n s t i t u t i o n a l rights to challenge these r e s t r i c t i o n s . 
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Tobacco Farmery 

Terminates f e d e r a l programs t h a t support the production of tobacco. 
(Sections 831 and 835) 

A l l o c a t e s $18,623 b i l l i o n ($17,348 b i l l i o n i n the f i r s t seven 
years) t o compensate quota owners and tobacco producers and 
fund r e l a t e d assistance programs. (Section 101 C(2), "Section 
802) 

Quota owners are paid $8 times the average annual q u a n t i t y of quota 
owned during the 1997 crop year. [ T o t a l payment i s spread over 
seven equal i n s t a l l m e n t s 1999-2005.] (Sectipn 812-13) 

Producers are paid $4 times the average crop during the l a s t t hree 
years. [ T o t a l payment i s spread over seven equal i n s t a l l m e n t s 
1999-2005.] (Section 815-16) 

Tobacco worker t r a n s i t i o n program administered by Secretary of 
Labor w i t h b e n e f i t s up t o $50 m i l l i o n per year s i m i l a r t o 
programs under the Trade Act of 1974. (Section 816) 

Farmer o p p o r t u n i t y grants beginning at $42 m i l l i o n and r i s i n g t o 
$72 m i l l i o n a year f o r college t r a i n i n g . (Section 817) 

Rural economic assistance block grants $200 m i l l i o n per year 1999-
2005 go t o tobacco growing s t a t e s . (Section 821) 

Cost 

P a r t i c i p a t i n g manufacturers make licensing payments totaling 
$408,337,500,000 over 25 years. (Section 102) 

Payments are increased by the greater of 3% or the CPI. (Section 
102 C) 

From year one forward, payments may increase based on t o t a l volume, 
but may only decrease based on reductions in adult volumes, 
such decrease to be adjusted by 25% of any increase in 
p r o f i t s . 



Approximately one-half of funds paid shall be paid i n t o a state 
^ a c c o u n t and one-half i n t o a federal account less amounts 

available for tobacco t r a n s i t i o n . Native Americans and 
asbestos-related i n j u r i e s . 

Funds allocated as follows (Section 101): 

In billions of dollars 

Year States 
Public 
Health Research .̂ bcstos 

Agri­
culture 

Native 
Ameri­
cans 

Law En-
force-
nicnt 

1st 
2nd 
3rd 
4th 
Sth 
Sth 
7th 
Sth 
Sth 
10th 
nth 
12 th 
13th 
14th 
15th 
16th 
17th 
18th 
19th 
20th 
2l8t 
22iid 
23id 
24th 
25th 

3.97 
4.47 
5-47 
7.72 
8.22 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8.72 
8,72 
8.72 
8.72 

L l 
L6 
2.2 
3.3 
3.5 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

2.15 
2.15 
2.55 
3.7 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

0 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 

2.476 
2.476 
2.476 
2.476 
2.476 
2.484 
2.484 
0.100 
0.100 
0.100 
0.0575 
0.0575 
0.0575 
0.0575 
0.0575 
0.065 
0.065 
0.065 
0.065 
0.065 
0.0725 
0.0725 
0.0725 
0.0725 
0.0725 

0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 
0.2 

0.325 
0.325^.. 
0.325 ^ 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
0.325 
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I Floor Amendments do not change Industry base payments 
Chart 1 



INDUSTRY BASE PAYMENTS ($ billions) 

A B C D( , 

Year Settlement McCain Hatch 

1998 10 10 10 

1999 8.5 14.4 9.7925 

2000 9.5 15.4 12.9925 -

2001 11.5 17.7 16.0925 

2002 14 21.4 14.4925 

2003 15 23.6 15.4925 

2004 15 23.6 16.5 

2005 15 23.6 16.5 

2006 15 23.6 1,6.5 

2007 15 23.6 16 .5 : 

2008 15 23.6 16.5 

2009 15 23.6 16.4575 

2010 15 23.6 16.4575 

2011 15 23.6 • 16.4575 

2012 15 23.6 16.4575 

2013 15 23.6 "16.4575 

2014 15 23.61 16.465 

2015 15 23.6 16.465 

2016 15 23.6 16.465 

2017 15 23.61 16.465 

2016 [ 1S » 23.61 16.465 

201$ \ ie i 23.61 16.4725 

202( ) 11 i 23.6 16.4725 

202-1 V, 5 23.6 16.4725 

202 2 1-5 23.6 , 16.4725 

202 3 1 5 23.6 16.4725 

368.5 574.5 408.3375 

Spreadsheet 1 
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Settlement Hatch McCain Amendments 

81415 Look-Back Penalties are Not Tax Deductible 
Chart 2 



BASE PAYMENTS + LOOK-BACK PENALTIES ($ billions) 
E F G H L 

IVlc"cain I With Floor Amendments 

Spreadsheet 2 





BASE PAYMENTS * LOOK-BACK . JUDGMENTS billions) 

F F 2_ " 
tiiHanaq«>r's Amendment 


