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MADISON COUNTY, ILLINQIS

, , APR 14 2003
Similarly Sitoated ) » BLINOIS
Plajnths, ;
v, })’ No.00L 112
PHILIP MORRIS IﬁcoRPORATED. ;
2 corporalion )
Defendant. %
APPEAL BOND

Koow all men by tiess presents that we. Philip Momris USA Ine. (Fi/a Philip Morris
Incorporezed) (héreinafier “FM-USA™), a Virginla corporation, ate held 2nd fiymly bound unto
the PlaingifT Class in the sbove-captioned case, 00-1-112, nbligee, in the penat sum of:

()] 2ix Billion Dellars and 00/100 Cants {$6,000,600.600.00). represented by tat
certain 56 BilJion T'erm Nota ("Nie™), dated April 2, 2002, entsyed into by and
berween Philip Morrs Campanfes Ing, (3/k/2 Altria Group, Inc) and Philip
Mortis Incorporated (n/k/a Philip Morris USA Ine.),

(D)  Beginning with the interest duz on Oetober I, 2003, all interest payments due
wnder the Note (§420 million per apruen, payzble semianmually each April 1 and
October 1), ~

(@i) Eight Hundred Million Dollats and 00/100 Cente (3800,000,000.00), represented
by four equal deposits of Two Hundred Million Dollare and 00/100 Ceots
(3200,000.000,00) = be made on sach of Seplember 30, 2003, Deesmbper 31,
2003, March 31, 2004 and Jumea 20, 2004, and

(iv) Inferest aceruing oo items (1) and (i),

for the payment of which sum we bind owmselves and our successovs and assigns firmly by these
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The condition. of the above ebligation is prémised on the fact hat on Mareh 21. 2003, in
the Clrenit Cowirt of the Third Judisial Circuir, Magdison County, Iinois. the Plaintiff Class in 00~
1-112 received judgment against PM-USA and in faver of the Plaintifl Cluss for. in total, Ten
Billion, One Huondred Million, Five Flundred Thousand Dollars and 00/100 Cenls
(510,100,500,000.00), of which Three Billion Dollars and 00/100 Cents ($3,000,000,000.00) is
punitive damages (being awarded 1o the State of Wlinois), (the “Judgment”). FM-USAis
appealing from the Judgment ta the Appsllate Court of lllipois, Fifth District, end to such higher
cowrts as may be appropriate.

This 2ppeal bond ghall be seeured by the Pecrew Agreement and the funds held by the
Clesk of the Court in accordance with this Cowt's April 14, 2003 Otder on Defendant’s Request
far Reduction of Bond and Stay of Enforcement of the Judgment.

Now, therefore, if the Jodgment iz dismissed, reversed or otherwise vacated. or if PM-
USA shall pay the Judgmest (including interest apd costs), or such part of the Judgment \hat i
not veversad or otherwise vacated, then the above obligation will be void. If the Judgment is
affrmied in whols or in part, and all judicial roview (including by the Supreme Cowt of 1he
United States) is completed, but the Judgmear (including interest and ¢osts) or any portion
theveof is not paid, the obligation will yemain in full force and effect up to the amount of any
such wapaid portion of the Judgment.

Witness our signemre and sea] this / gsza.;of April, 2003.

PINLIF MORRIS USa INC, |
A w4

By

Senior Vice President 2nd General
Counsel, Philip Morris USA Inc.

The foregoing bond is spproved by me ﬂ;q./’éaay of April, 2003.

gh. Nicholas
Beesiding Judee
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IN THE CIRCUTT COURT

y THERD JUDICIAL CIRCUTT F‘] &;@
MADISON COUNTY, ILLINOIS

_— APR 14 2003

SHARON PRICE and MICHAEL FRUTH, CLERK OOF CIREUIT COURT #9
indtvidually end on Bebalf of All Oiers THIRD JUDICAL CIRCUIT

MADRSON COUNTY, KUNOIS

}
)
)
Platmtifee, ))

v, ) Mo 00L 112
)
PROLIP MORRIS NCORPORATED, )
a corporation '.;
Defendant. )
— J

ORDER ON DEFENDANT'S

REQUEST FOR REDUCTION OF BOND AND
SBTAY OF ENFORCEMENT QF THE NUDGMENT

This Canse carmpe to be heard on that portion of the post-judgment mtion of defendant
Philip Moris USA Tns. (Fk/a Philip Morris Incorpurated; kereafier "PM-USA") that seebs 8 stay
of enforsernant of this Court's Mareh 21, 2005 fudgment Onder ("Judgment”) upoh ;he postiag of
2 bond of lesa than the §12 billion ordved in the Juggment. Afier dus notice and hearmgs, this
Cort GRANTS the request over the objection of the Platntiffs. See Tneis Supreme Cotrt Rule
305(b). IFFM-USA's postudgment moticn is otherwice depied, this Cowrt's Judprnent chall be
deerned modified sunhthat enforcement of the Jodgment shal} be stayed fhrongh the completion
of all jodicial review (wheter of the menits or ofany application for review of the merits,
inehyuding without Limitxgon by fhe Supreme Court of the Unjied States). if PM-USA has filed a
bond in the form attached 1o (his Order 22 Exhibit A,
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PM-USAshall cnﬁlply with tke following requirsmaents:

PM=USA shall deposit into eserow that cextain $6 Bithion Term Note ("Note"),
datedd Apil 2, 2002, eniered into by and bekween Philtp Moris Companies [ac.
(o/k/a Altria Group, Ine.) and Philip Momis Tnsorporated (n/k/a Philip Morris
USA Inc), PM-USA shall deliver the Note to the Bscrow Agent in aceordancs
with the tepms of this Order, Prior to delivering the Nete the Eserow Agent,
PM-USA shall place 2 legend on the fage of the Notw stating as follows: "This
Nota is pledzed as security for en appeal bond issued puzsuant to an Order of the
Checuit Comt, Third Tudicial Circuit. Madizon County, Dinois dated April 14,

2003, in the case of Eriee ot al ed " The escrow shall

erents a firet priority interest in the Note. ‘The identity of the Escrow Agent and
the Terms of the escrow (the "Escrow Agreement”) chnll be as the parties mutmally
agves, excepting ae spemﬂed herein. The Court shall resotve sny differenees that
the parties capnot resolve between themeetves ragarding the terms of the Escrow
Agrecrient. The essrow agent must agres to subimir to this Court's jurisdiction
with respest 16 the Bscrew Avcount, The Bscrow Accalint shall a 2ll ﬁm?s be
subject to the exclosive judsdiction of this Court or any mviewlng Courl which
may hereafter acquire juriediction over thia martar,

PM-UEA shall daliver to the Conjt ede or mote abfidavits evidencing that (i) the
Mot fs al legal, valid and binding abligation of Alu-i'a Group, Inc., the Meker of
the Note, in favor of FM-UBA, the Payee of the Note, end may ba deposiled inlo
egcrow in accordanes with the term of this Order; (if) Altia Group, Inc. bes peid

ll interest on the Nete to dore, when dug; and (i) the Note has not been ascigned
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and is mot subject to axy lien, sectiity inrerest or other eharge of encimbrance or
sty other type of preferentizl arnmpement.

Heginning with the intercst duc on October 1, 2003, al) interest payment? dus
under the Not= ($420 million pes aunum, payeble samianrivally each April | apd
October 1) shall be depusited with the Clerk of the Cout.

O each of September 30, 2005, December 31, 2003, March 31, 2004, and June
30, 2004, PM-USA shal] deposit with the Clezk of tha Court the sum of

" $200,000,000, aggregaring to a totad of §800,000,000.

The Clexk of the Cowr ghall maintain the pariodic interest payments on the Note
and the §800,000,000.00 (collectively, "Principal”), together with interest on the
Principal, within ths State of Iilirois by one or more financial institutions
acceptable to the parties.

the requirements of 705 ILCS L08/27.1a(Sb)(1) ere ordered waived: Tn Lien
thercof, the Court it imposing the follawing fier the Clerk ofthe Court shall
retain 20% of the interest penersted onthe Principal for administrative [ces. No
portion of this administrative 2e shall be paid qver to Plaintiff Class or their
comsel. No portion of this adminiswative fee shall be refundzble to PM-UBA at
{he coaclusion of all judieial review of the Fudgment.

All cash held by the Clerk of the Court shall not be invasted other than as follows:
@) in direet obligetions of or ebligations the ﬁmnlylpaymmt of principal of and
intetest on which are fully and imeonditionally suaranteed by, the United Sutes
of Arnerica, '8 apencies or insuumentalities, iatwring no moce than 91 days after
the date of azquisition thereof, (31) in repurchase agreements fully ml‘lamalita.d



by serurities desaribed Ta efsuse (i) 2bove and with a counterparty whose Jong-
terza debt seciritize are rated “AA” or higher by Stupdard & Poor's and “Ax" or
higher by Moody’s or (iil) mensy market mutual funds, the investments of Which
may inclw.;lé but ere not livited to markerable obligations {ssved or guaraptesd by
the United States of Amering, its agenejes or instrumentalities, bank instruments,
corparate dabe securites iesued by U.S. or foreizn comparies, sommercial paper,
demand instremeats, adjustable tate cbligations, assetrbncked sucurites, restricted
secauzities and fully collateralized repurchase agreemcnts, arovided that sy such
money market mutual fund shatl (2) be subjeet to the requirements of the
Investment Company Act of 1940, a8 amended, (b) have net assers of not less than
§2.500,000,000 and (c) heve a catiny from Standerd & Poor's of not less than
“AAAY provided, further, that the investment jn any meney miarket fund
described in this clause (i} shall not constitute more than 5% of the wotal agsets of
sach, money marker fand st the time of investment, The partiss may mutually
agres to retain an Investmant Advisor to menitor the investment of the funds
deposited with the Clerk of the Cowt Fees far such an Invesument Advisor shall
be paid out of the tatctest generaiad on the Principal.

FM-USA shall pay Ul federal, state and local taxes arising from any payments
(including prineipal, interest or other paymen) made to the Escrow Astount
atdfor all sums (inelnding prineipal, nterest or other payment) deposited with the
Clezk of the Cowt. Ifany perzon or exkity other than PM-USA incurs any tax
Yiability 25 a result of any sums paid op seceived hereunder (whether in the form of

interest paid under the erms of the Note or in any other form ov income) and/or as
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aTesult of sy tax liabilitles paid on behalf of such perscm‘ or entity purspamt to
this paragraph, then PM-USA shall either pay any such Rability direstly or
reimburss ny sueh parson or entity immedinte]ly upon, demand for any such mves
paid.

PM.USA agpess not to appeal the bond requiraments imposed by this Cowrt and
contained in this Order, even il Plaintiffs appesl this Order, and PM-USA agrees
to waive the right to ergue for the application of ey act or other [ (whether in
the form n.f a stame, sourt rule, court ruling or any other form) which would
chanage current law regarding the posting of a bord for the slay of the enforeerment
bfajud.gn;m't. . -
PM-USA shall bear the costs of'etablishing the Eserow Account and paying the
foes of the Becrow Agear, PM-USA shall not make any elaim it might otherwise
bave for reimbursemient of nll costs or éxpenses 'Isu_ whieh it may have been
entitled iié PM-USA prevails on appeal in whole or in part.

From a date begining 42 months from the date of this Order, in the event that
Alﬂmﬁroup.lnn.exﬂmsas ite right under the tarms of the Note to prepay all or
any portikm of the principal due uwndey the terms of the Note. then PM-USA must
fnake additional payments to the Clerk of the Congt, as directed in this parasvaph.
$uch additional payments shall be jn an amount cqual 10 the differchies hetween
the amnum of interest that would have been paid if Al!na Group Ine. bad net
exervised its right of prepayment and the amount of interest actually paid, PM-
UISA, shall make such addidonal payments when the inteeest payments on the
Notw wopld have been due from Alwria Group Ine. under the terms of the Note.



12.  Upon the occumence of an Event of Defuult (a5 defined in the Noe), FM-USA
sha]l make all scheduled interest and/or prineipal payments onder the terms of the
‘Note as they become due, In the event that PM-USA fails v maka any such
payment, then withour futher Order of this Cowt, the Note shall be retumed 10
PM-USA ;nd PM-USA shall replace the Note with cash or other aszets worth 56
hillion, plus any interest thert due on the Note and unpaid.

13,  Tfthe Fodement iv dismissed, revers=d or otherwise vacated, or if PM-USA shall
pay the Judgment (including ivterest and cozty), or such part of the Judgment that
15 not reversed or etherwise vacated, then the Escrow ghall terminate and the Note
and all funds held in escrow shall be petumed ™ PM-USA_ If the Judgment ie
affiemed in whole o i part, and all judieis] review (incfuding, witheut fmittion,
by the Supreme Court af the United States) is comipietad, but the Judgmant '
(including interest and costs) or any podtion thereof is not paid, the Escrow Agent
shall assipn the Nota and the Clerk of the Court shall disburse the fonds it holds a=
dmﬂ:edb}'the Court In secordance with the appellats mandate,

i 7

4 el
Byron

Datad: Apsil 14, 2003
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EXEIEIT A

: IN THE CIRCUIT CQURT
THIRD JUDICIAL CIRCUIT

MADISON COUNTY, ILLINDIS
' | )
SEARON PRICE and MICHAEL FRUTH, .)
individually and on Behalf of All Others }
Similerly Situated : )
)
Plaintiffs, )
)

s, , } No.00L 112
' )
PHILIP MORRIS INCORPORATED, )
a cozporation )
)
Defendant. ; )
! )

- |} P
i APPEAL BOND

Kngw all men by theze presents that we, Bhilip Mozris USA Inc, (Fk/a Philip Morris
Incorporated) (hereinatier "PM-USA™), a Virginia serporotien, are held and Semly bound unto
the Plaintiff Class in the above-captionzd case, 00-L-112, obliges, Tn the penal sum of

0]

(i)

{iv)

8ix Billign Dollarg and 00/100 Cents ($5,000,000,000.00). rapresentes by thar
certain 86 Billion Term Note ("Note™), deted April 2, 2002, entered into by and
between Philip Morris Campanies Inc. (n/k/a Alteia Group, Ine.) and Philip
Muvezis Incorpozated (/%2 Philip Moris USA Ine.),

Beginning with the Imrapest due on Ocwober 1, 2003, all interest paymentz dus
under the Note ($420 million per annum, paygble semiannually each April 1 and
October 1),

Eight Hundred Millien Dollsrs and 00/100 Cents ($800,000,000.00), reprasented
by fowr eijual deposits of Two Huadred Milkion Dollass and 00/100 Cenrs
($200.000,000.00) to be made on each of Septernber 30. 2003, December 31.
2003, Mazoh 31, 2004, and June 30,2004, and

Interest acorming on items () and Gii),
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The condition of the above obligation is premised ea the fact that on March Z1, 2003, In
the Cirersit Court of the Third Tudielal Cireuit, Madizon County, Hlizeis. the Plaiati Class in 00-
L-112 recajved jndmwent against FM-USA and in favor of the Plaintiff Class for, in retal, Ten
Eillion, One Hundred Milkion, Five Hundrad Thoussud Dallars and 00/100 Cants
($10.100,500,000.00), of which Three Billion Dollars and 00/100 Cents (53,000,000,000.00) is
punitive dsmages (being awarded ta the State of Dinois), (the “Judgment™). FM-USA is
appealing from the Judgment to the Appellate Court of Ulinpis, Fifth District, and to sush higher
towrts as muay be appropriate.

‘This appeal bond shall be soeured by the Escraw Agreement and the Sinds held by the
Clerk of ihe Court in aocordance with this Cowrt’s April 14, 2003 Order on Defendant’s Request
for Reduetion of Bond and Stay of Enformement of the Jodgment.

Naw, therefore, if the Judgment is dismissed, reversed or otherwise vaceted, or if M-
USA shell pay the Judgment, (ineluding interest and costs), or such part of the Judmment that is
not reversed or otherwise vacated, vhen the above obligation will be void, If the Tudament is
affirmed int whole or in patt, and all judicis] review (including by the Supreme Court of the
Unived States) is eompleted, but the Judgment (inclnding interest and eosts) or any portion
thereof if not paid, the obligation will zemain in fil] farcy and effect up 1 the amouss of any
such wmpaid portion of the Judgmen,

" Witness our signitureand scal this __ day of April, 2003,

FHILTP MORRIS USA INC.
By . -
[Name]
[Tita]

The foregoing bond is approved by e this _ day of Apxil, 2003

Hon. Nicholas Byron
Presiding Judgze
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