MARTIN LIPTOM
HERSTRT M. WACHTELL
THEQDORE SEWERTT
BIANARD W. NUSSSALM
RICHART O, KATOHER
DOUGLAS 5. LEZHAFSKY
STEVEN M, BAARNA
Train i FORTGANG
BETER €. CANELLYS
MICHAEL W. SCHWARTZ
ALLAN A. HMARTIN
BARRY A. GRYER
LAWRENCE B. FECOWITZ
RODERT 3. MAZUR

FEAUL VIZCARAONDS, JA.
PETER L. HEIN

HARDLD S. HOVIRGFF
DAVIO M. SINHORMN
KINKETH & FORREST
MEYER G, ROPLOW
THEQOORE & MIRWS
EDWARD D. HERLIKY
RICHARD 0. PEINTUCH
TARIEL AL NEFF

ERIT M. ROTH

WARREIN &. STERN
AUDAEW R, BROWNSTEIN
MICHAZL H. SYOWITZ
PALL %. ROWE

MITHAEL B. BEXRER
MAFS WOLINSRY

DAD GRUENSTEIN
BATRICILA A VLAHARIS

STEPHEN & GELLMAN
SEZTH A. RAFLAN
BARGARA RUSEBINS
STEVEN A. ROSENSLUM
PAMELA 5. SETHMOR
STEPHAMIE J. SELIGMAN
ERIC S. ROBINSOH
ELLIOTY W STEN
20HN F. SA¥ARESE
AMDREW O, HOUSTON
PHILIP MINDLIN

PAVED 3. NEWILL

SO 3 SOCHWARTZ
ATAM O, TMMERICH
LRAG K. WASSERMAN
ALaM O, THINN
SESRGE T. SONWAY 1
RALPH M. LEVENE
RICHARD G, MASON
KAREN G. KRUEGER
COUGLAS K. MAYER
DAVID WM, SILK

RODIN PANDVYRA
TAVID A, RATZ
MITCHELL 5. PRESSER
ILENE KHABLE GOTTS
SEFFREY R. BOFFA
CANID M, MURPHY
SEFFREY M. WINTMNER
TREVOR 5. NOSWITZ
BEN M. GERMANA
ANDREW 4, NUSSSaAUM

John McArthur, Esq.
P.O. Box 754
Cory, North Carolina 27512

WACHTELL, LIPTON, ROSEN & KATZ

FACSIMILE!

WILLIAM T, ALLEN
STOTT K. CHARLES
RICHARD X. Kine™

LAWRENCE P KING
PETER D. MSKENRA

5} WEST BE2ZND STREET

NEW YORK, K. Y. 100IS-8150

TELEPHONE: 1212} 403-1000
(2421 403-2000C

SEDRGE A. RATZ 19851529}
LAMES H. FOSELSOR USSF-990

COUNSEL

March 23, 1999

HORMAN REDLICH
JOHE M, RICHMAN
LEONARD M. ROSEN
AMY R. WOLF

BAMELA EMRENCRANZ
MICHAZL 5. KATZKE
DEBORAH L. PAIL
TONE F. REAMER
STEVEN M. ASRANOWITZ
BRADLEY A. ROBINS
STUART C. BERMAN
YQUREVES COHEN
DAVID A. WURIE
RACHELLE SILVERBENG
STEPHEN R BLACKLOCKS
SAVID C. BRYAN
STEVEN A. COHEN
GAVIN D. SOLOTAR
ADRIENNE ATHINSGN
DAVID €. KARP
BARBARA S. KOHL
MIRIAM P, LONGCHAMP
HOWARD & MERGELKAME ©
EDWARD A. STELZER
ELIZABETH X STERS
MARC D, ASHLEY
JOSHUA R.'CAMMARER
THAD A, DAVIS®

SETH GARDNER

HMARK GORDOM

SARRY . KLENER
JOSEPH O. LARSON
LAWRENCE S. MAKGW
SEANNEMARIE O BRIEN
PAULA M. AAMOS
JARED M. RUSMAR
PARIK L. SACHS
SHEENMA WRIGHT

Re:  Liguidated Fee Offer—Kentucky, North Carolina & Tennessee

Dear Mr. McArthur;

Original Participating Manufacturers hereby offer as a single Liquidated Fee for Outside

LARA ADAMSONS
SQOTYT L. BLACK
SAMES COLE, JR.
ETEPHEN . DuPRIMA
DAVID L. ELSBERG
SOUGLAS C. FRESHAN
HANDY 8. GRECNBAUM
SALIL RUMAR

ARRIE R, PARK

SRIT A, RUTROSKE
DAVID A. SCHWARTZ
SJULIUS R. SCHWARZ
ALEXANDER SHAKNES
KEVIN P, SHEEHAN
WAYME . YU
ANDREW J, H. SHEUNG
WICTOLE £. CLARY
SRUCET N GOLOSERSER
SLAINE P SOUIN
HICHAZL F. MASLANSKY
GONATHAN M. MOSES
BUSAN POWELL

ADAM 3, SHAPIRD
DHEAMNAHJAL SHIVARUMAR
ROBS L. TRETTER
SED 1 BERGHAN
MITHALL A CHARISH
ASHWING K. CHHABRA
MICHAZL £, S1LUICAN
SOHN L LYNOH
ROUBERT T. MILLER
SAMES R, RESRE
PETER F. WIRLAMNSS

*oF DO BAR OHLY

Pursuant to Section XVII(d) of the Master Settlement Agreement (*MSA”) and
Section 7 of the Kentucky, North Carolina, and Tennessee Fee Payment Agreements, the

Counsel for Kentucky, North Carolina, and Tennessee (including all such counsel listed for
those States on MSA Exhibit S) the sum of $1.5 million.

valid for ten Business Days or until such time as the aggregate total of accepted offers equals
$1,250,000,000 (including the eight states where agreements on Liquidated Fees have already

The Original Participating Manufacturers are making simultaneous offers of
Liquidated Fees to Outside Counsel in Settling States who have requested such an offer. We
have endeavored to arrive at Liquidated Fee offers in an objective manner, taking into account
payments to be made to each state, how early each case was filed, how close each case was to
trial and the provisions of outside counsel’s fee arrangements in each state. Each such offer is

69115598
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been reached), whichever comes sooner, and is void thereafter. Acceptances will be counted
" against the cap provided for in Exhibit O in the order they are received.

Kindly advise us, within the ten Business Day period provided for by the
Kentucky, North Carolina, and Tennessee Fee Payment Agreements, as to whether this offer

is acceptable to you.

MGK:pa

cc:  Martin J. Barrington, Esq.
Charles A. Blixt, Esqg.
D. Scott Wise, Esq.
Neil Mellen, Esq.
Stephen R. Patton, Esq.
Ronald Miistein, Esq.

Very truly mzrs,/g B

er G. Koplow

041195¢8



