2023 AND 2024 NPM ADJUSTMENTS SETTLEMENT AGREEMENT
. RECITALS

WHEREAS, the undersigned Signatory Parties are parties to the tobacco Master
Settlement Agreement (“MSA”) and among the signatories to the NPM Adjustment Settlement
Agreement, the 2016 and 2017 NPM Adjustments Settlement Agreement, the Joinder
Agreements accepting the February 16, 2018 Settlement Proposal, the 2018 through 2022 NPM
Adjustments Settlement Agreement, and the separate joinder agreements of Pennsylvania,
[llinois, and lowa (here, collectively, the “Term Sheet Settlements™); and

WHEREAS, the undersigned Signatory Parties anticipate disputes with respect to the
2023 and 2024 NPM Adjustments;

NOW, THEREFORE, in consideration for the payments and credits provided for in this
Settlement Agreement and such other consideration as described in this Settlement Agreement,
the sufficiency of which is hereby acknowledged, the undersigned Signatory Parties, acting by
and through their authorized representatives, memorialize and agree as follows:

1. DEFINITIONS

A “Undersigned Signatory States” means all Settling States that are signatories to
(a) any of the Term Sheet Settlements and (b) this Settlement Agreement.

B. All capitalized terms not otherwise defined in this Settlement Agreement shall be
defined as in the MSA and/or the Term Sheet Settlements.

1.  ADJUSTMENTS FOR 2023 AND 2024

A. No Modification without Joinder. Except as provided in this Settlement

Agreement or other existing agreements among the Signatory Parties, the provisions of the Term

Sheet Settlements continue to apply to those Signatory Parties that are signatories to the Term



Sheet Settlement(s) at issue.

B. Data Clearinghouse. The Data Clearinghouse process set forth in section VI of the

NPM Adjustment Settlement Agreement shall be modified with respect to sales years 2023 and
2024 only as follows:

1. The Data Clearinghouse shall not perform the calculations described in
subsection VLA.(ii)-(iv).

2. Subsections VILE.6, VI.F.3, and VI.F.5 shall not apply.

3. (@) On or before August 1 of each year any Signatory State may, at its
sole election, represent to the PMs that the number of potentially Non-Compliant NPM
Cigarettes sold in the State during the applicable year falls within the safe harbor
specified in subsection V.B.8 of the NPM Adjustment Settlement Agreement, specifying:
(i) the total number of Non-Compliant NPM Cigarettes sold in the State during such sales
year; and (ii) the total number of NPM Cigarettes on which the State’s SET was paid
during such year.

(b) If a State elects to make such a representation under paragraph B.3.(a): (i) the
provisions of subsections VI.E, VI.G, and VI.J of the NPM Adjustment Settlement
Agreement shall not apply as to that State for that year; (ii) the State and the PMs shall, at
the State’s election, execute a stipulation in substantially the form utilized by the Parties
by agreement with respect to the 2022 sales year; and (iii) the Data Clearinghouse shall
use the data provided by the State under paragraph B.3.(a) for that year in connection
with its subsection VI.H.4 report. This paragraph B.3 is not intended to limit any other
terms that the PMs and any Signatory State may choose to stipulate.

4. Any Signatory State not making the election under paragraph B.3.(a) shall



participate in the Data Clearinghouse process outlined in the NPM Adjustment
Settlement Agreement, subject to paragraphs B.1-B.2 above.

C. Transition Years. The transition period described in section V of the NPM

Adjustment Settlement Agreement shall be extended as among the PMs and the Undersigned
Signatory States for all NPM Adjustments through 2024 as set forth herein. During this transition
period, subsection V.C.1 of the NPM Adjustment Settlement Agreement shall not apply, and the
Undersigned Signatory States shall not be subject to any NPM Adjustment with respect to the
NPM Adjustments addressed by this Settlement Agreement (i.e., 2023 and 2024).

1. No Withholding of Potential Maximum NPM Adjustment Amounts with

Respect to the Undersigned Signatory States. With respect to the NPM Adjustments for

2023 and 2024, if a PM disputes the Independent Auditor's failure to apply the NPM
Adjustment for a year in question, that PM shall deposit into the Disputed Payments
Account the Undersigned Signatory States’ aggregate Allocable Share of that PM’s
Potential Maximum NPM Adjustment for that year. Then, following the Independent
Auditor’s confirmation that it will apply the settlement credits and reductions set forth in
this section 111, the Undersigned Signatory States and that PM shall jointly instruct the
Independent Auditor to release such deposited amounts and to allocate those released
amounts solely to and among the Undersigned Signatory States as they direct.

2. Transition Year Adjustment Credits. In lieu of the 2023 and 2024 NPM

Adjustments applicable to the Undersigned Signatory States, each PM will receive a
“Transition Year” adjustment to its Annual Payment. Each PM’s annual Transition Year
adjustment with respect to each Undersigned Signatory State will be calculated once and

applied as a credit against a single Annual Payment, continuing without interruption the



respective payment schedule of credits established under the prior Term Sheet
Settlements for each of the Undersigned Signatory States. The application of such
adjustment credits will continue annually, through the application of the 2024 Transition
Year adjustment credit against the PMs’ Annual Payment for each of the respective
Undersigned Signatory States.

3. As to each PM, the amount of its Transition Year adjustment credit for a
year shall equal the product of (a) the Potential Maximum NPM Adjustment allocated to
that PM (as calculated by the Independent Auditor in the Final Calculation for such year
as revised in the year immediately preceding application of the credit), (b) the aggregate
Allocable Share of the Undersigned Signatory States, and (c) 25%. The undersigned
Signatory Parties agree that the amounts of such credits shall not change regardless of
any subsequent revision of the applicable Final or Revised Final Calculations by the
Independent Auditor.

D. SET-Paid Adjustment Credits. For each of these 2023 and 2024 Transition Years,

the SET-Paid Adjustment set out in subsection V.B of the NPM Adjustment Settlement
Agreement shall continue to apply and the adjustment described in subsection V.C of the NPM
Adjustment Settlement Agreement shall not apply. The Undersigned Signatory States and the
PMs will continue to discuss in good faith on an ongoing basis whether there are improvements
or modifications to the SET-Paid Adjustment and Data Clearinghouse process set out in
subsection V.B and section VI of the NPM Adjustment Settlement Agreement and subsection
[11.B of this Agreement that should be made.

E. Transfer of Transition Year and SET-Paid Adjustment Credits. The Undersigned

Signatory States and the PMs shall provide the Independent Auditor with joint instructions



specifying the dollar amounts to be released to the Undersigned Signatory States as set forth in
subsection 111.C.2. The Undersigned Signatory States agree that the aggregate amount of any
Transition Year adjustment credits for R.J. Reynolds Tobacco Company, Philip Morris USA
Inc., ITG Brands, LLC, and Scandinavian Tobacco Group Lane Ltd, as such adjustments are
determined for each of them pursuant to subsection 111.C.3 above, may be allocated among them
as they direct. The Undersigned Signatory States and the PMs further agree that the Transition
Year adjustment credit amount allocated to any SPM may be transferred or carried forward
pursuant to the terms of subsection IX.K of the NPM Adjustment Settlement Agreement.

F. Releases. Effective upon implementation of the Transition Year adjustment
credits due from an Undersigned Signatory State under subsection 111.C of this Agreement, the
PMs absolutely and unconditionally release and discharge that State from any further Claims
directly or indirectly based on, arising out of or in any way related, in whole or in part, to the
2023 and 2024 NPM Adjustments. Subject to the preceding sentence, the releases and all other
provisions in section IV of the 2016 and 2017 NPM Adjustments Settlement Agreement and the
2018 through 2022 NPM Adjustments Settlement Agreement are incorporated by reference and
shall apply as part of this Agreement to the 2023 and 2024 NPM Adjustments and disputes
regarding the application thereof.

IV. OTHER TERMS

A. Subsequent NPM Adjustments. No determination that an Undersigned Signatory

State failed to diligently enforce a Qualifying Statute in 2025 or any subsequent year shall be
based at all on NPM Cigarettes sold in or before sales year 2022.

B. Miscellaneous Terms. Arbitration Provisions VII.D through VII.F and

Miscellaneous Provisions IX.E through IX.F and IX.M through I)X.BB of the NPM Adjustment



Settlement Agreement are hereby incorporated as substantive terms of this Settlement
Agreement, substituting original references to the Signatory States for the Undersigned Signatory
States, original references to the NPM Adjustment Settlement Agreement for this Settlement
Agreement, and extending the applicable years through 2024.

IN WITNESS THEREOF, each undersigned Signatory Party, through its authorized

representative, has agreed to this Settlement Agreement on the respective date indicated below.
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STATE OF ALABAMA

Steve Marshall
Attorney General

Dated: 3/5/2024
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STATE OF ALASKA
TREG TAYLOR
ATTORNEY GENERAL

By: /sl Treqg Taylor

Dated: _March 8, 2024




2023 AND 2024 NPM ADJUSTMENTS SETTLEMENT AGREEMENT
SIGNATURE PAGE

STATE OF ARIZONA

Kris Mayes
Attorney General

Signed:
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STATE OF ARKANSAS

Clanle Sanders €00
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Tim Griffin
Attorney General
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Signed: Attorney General D2t 20240305
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Attorney General

Dated:
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STATE OF COLORADO
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Phil Weiser
Attorney General

Dated:  03/01/2024
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STATE OF DELAWARE
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Kathy Jennings
Attorney General

Signed:

Dated: 3/8/2024
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DISTRICT OF COLUMBIA
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Brian Schwalb
Attorney General

Signed:

Dated: March 7, 2024
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STATE OF GEORGIA

Signed:

Chris Carr
Attorney General
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STATE OF HAWAII
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Attorney General
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STATE OF INDIANA

CulZs

Todd Rokita
Attorney General

Signed:

Dated: February 27, 2024
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STATE OF KANSAS

Signed: % Z/W

Kris Kobach
Attorney General

Dated: March 7, 2024
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COMMONWEALTH OF KENTUCKY
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Russell Coleman
Attorney General
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iz Murrill
Attorney General
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STATE OF MAINE
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Attorney General
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Attorney General
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STATE OF NEBRASKA

i dilo—

Mike Hilgers
Attorney General
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Formella
Attorney General
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STATE OF NEW JERSEY
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Matthew J. Platkin
Attorney General
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Dated:  3/8/2024




2023 AND 2024 NPM ADJUSTMENTS SETTLEMENT AGREEMENT
SIGNATURE PAGE

STATE OF NORTH CAROLINA

//j”’"{“ _,,(f:f:-'-'- :

Josh Stein
Attorney General
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Dated: March 6, 2024


efatusha
Stamp


2023 AND 2024 NPM ADJUSTMENTS SETTLEMENT AGREEMENT
SIGNATURE PAGE

STATE OF NORTH DAKOTA

Signed: M%

Drew H. Wrigfey
Attorney General

Dated: _3/05/2024




2023 AND 2024 NPM ADJUSTMENTS SETTLEMENT AGREEMENT
SIGNATURE PAGE

STATE OF OKLAHOMA
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Attorney General
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Attorney General

Dated: 02/21/2024
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Signed: ﬂ/
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STATE OF SOUTH CAROLINA
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Alan Wilson
Attorney General

Dated: &= 12.-2.4
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Attorney General
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Attorney General
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COMPANIA INDUSTRIAL DE TABACOS MONTE PAZ, S.A.

By:

Elizabeth B. McCallum
Outside Counsel Authorized to Execute

Date: Feb. 13, 2024
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Date: Feb. 13, 2024




2023 AND 2024 NPM ADJUSTMENTS SETTLEMENT AGREEMENT
SIGNATURE PAGE

ETS L LACROIX FILS S.A. (BELGIUM)
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Authorized Signatory
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President
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By:

Elizabeth B. McCallum
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By:
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By:
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Alexander Shaknes
Counsel
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PREMIER MANUFACTURING, INC.

By:

Elizabeth B. McCallum
Outside Counsel Authorized to Execute

Date: Feb. 13, 2024
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Elli Leibenstein
Outside Counsel

By:

Date: March 7, 2024




2023 AND 2024 NPM ADJUSTMENTS SETTLEMENT AGREEMENT
SIGNATURE PAGE

SOCIETE NATIONAL D’EXPLOITATION INDUSTRIELLE DES TABACS ET
ALLUMETTES (SEITA)

<2\_~, UUJZM

Rob Wilkey
Authorized Sig natory

Date: February 12, 2024




2023 AND 2024 NPM ADJUSTMENTS SETTLEMENT AGREEMENT
SIGNATURE PAGE
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By:
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Outside Counsel Authorized to Execute

Date: Feb. 13, 2024
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TOP TOBACCO, L.P.

By:

Elizabeth B. McCallum
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By:
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Date: Feb. 13, 2024
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VECTOR TOBACCO LLC
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'Henry T. Sauter
Assistant Secretary
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Outside Counsel
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