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PROGRAM NARRATIVE

Long Bill Line Item: Consumer Protection — Tobacco Litigation

Change Requests: N/A

Federal and State Statutory Authority:

Tobacco Escrow Funds Act, 39-28-201 to 203, C.R.S. (2005)

Program Description:

The Business Regulation Unit is responsible for the enforcement and defense of the
state’s Tobacco Master Settlement Agreement (“MSA”) and the Smokeless Tobacco
Master Settlement Agreement (‘STMSA”). The MSA requires the nation's leading
tobacco manufacturers to comply with extensive injunctive relief and to pay
approximately $2.8 billion dollars to the state over the next 25 years. The STMSA,
while not requiring payments to individual states, contains most of the same marketing
and advertising restrictions contained in the MSA.

Business Regulation attorneys are responsible for enforcing the tobacco companies’
compliance with the payment and other obligations of the MSA. This includes the
diligent enforcement of several state statutes passed to implement provisions of the
MSA. The Business Regulation Unit is further responsible for defending any and all
legal challenges to the MSA, as well as defending all attempts by third parties to recover
part or all of the state’s share the payments made under the MSA.

The MSA also contains a number of complicated mechanisms, which, if not
implemented and enforced, could potentially reduce Colorado’s $2.8 billion dollar share
of the settlement. Business Regulation attorneys are responsible for making sure that
these mechanisms are implemented and diligently enforced. The Unit also participates
in multi-state working groups that address a broad range of tobacco issues, which
impact Colorado directly.

Current activities also include proceedings under what is referred to in the MSA as the
“Non-Participating Manufacturers” adjustment. Significant litigation is expected as the
settling states and the Participating Manufacturers resolve adjustments from calendar
year 2003 and beyond.




staff will be material witnesses in any diligent enforcement proceedings, outside counsel
has been retained to represent the State’s interests. -

Unless some other resolution of this NPM. Adjustment issue can be achieved, similar

litigation can be expected to consumer significant resources in the' upcoming years as
well.

Similar or Cooperating Programs: N/A

:«-‘A ukmptlons and Calculatlons.

The Department seeks a contlnuatlon of this budget in FY09
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