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History of the MSA



Mississippi - 1994



More states join…



The PSS



The Master Settlement Agreement
November 1998



The Settling States



The Participating Manufacturers
u OPMs – Original Participating Manufacturers. 

u Philip Morris

u RJ Reynolds (absorbed Brown & Williamson and Lorillard)

u SPMs – Subsequent Participating Manufacturers



Main Terms of the MSA
u Settling States dropped their suits against the PMs – all past civil claims and 

future claims for smoking related health care costs

u PMs make annual payments to the Settling States based on their sales in the 
US and Puerto Rico.

u Prohibitions and restrictions on cigarette marketing/advertising.

u PMs funded the Truth Initiative (formerly American Legacy Foundation)

u Tobacco Industry documents 



Payments
u Payments made based on annual sales in the US and Puerto Rico
u Each Settling State receives its “Allocable Share” of that payment 

amount.
u “Base amount” is adjusted by:

u Volume Adjustment

u Inflation Adjustment

u PSS Reduction

u NPM Adjustment (potential)

u 2019 Payment: $6,088,176,134.70
u Payments to date: $132,756,482,473.96



The NPM Adjustment
u Non-Participating Manufacturers – not parties to the MSA.
u Potential downward adjustment in payments unless a state had in 

effect and “diligently enforced” a “Qualifying Statute” during that 
calendar year

u 2003 NPM Adjustment Arbitration: 2009-2013.
u Late 2012, 20 states joined a “Term Sheet” to resolve the NPM 

Adjustment. 

u Nine states found diligent, six states found non-diligent.

u 2018 NPM Adjustment worth $998,229,302.55.



2019 State of Play
u The “Term Sheet” – the NPM Adjustment Settlement

u Finalized in Fall 2017, 36 states are now parties.

u Bifurcated Adjustment
u SET-Paid Adjustment – The Data Clearinghouse

u New standard of diligent enforcement beginning in 2018 – all cigarettes the 
State “reasonably could have known about.”

u 2004 NPM Adjustment Arbitration
u 9 Arbitrating States, 2 Uncontested States

u State hearings nearly complete

u New York Settlement
u Montana – court has said its diligence must be determined in state 

court.



PACT Act
u The Prevent All Cigarette Tracking Act

u Went into effect 6/29/10

u Amends the Jenkins Act

u Cigarettes non-mailable
u Any person selling/shipping cigarettes (or smokeless tobacco) into a 

state must:
u Register with ATF and the tobacco tax administrators of that state, and 

u Report each shipment made into the state, including the name/address 
of the receiver, the brand and quantity shipped to them, and the 
name/address/phone number of the person delivering the shipment. 

u ATF Noncompliant List



Electronic Reporting/Uniformity
u Implement uniform reporting guidelines, uniform definitions, forms, 

and TPM/brand names.
u Schemas, schedules, and codes created by the FTA Tobacco 

Uniformity Committee.
u Makes information sharing between states easier and more efficient, 

as well as allowing Industry to file more efficiently.
u Tobacco Tax Information by State


