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THE CITY OF NEW YCRK 

Mr. R. William Murray . . 
\ -. . .. -C 

Chairman 
P h i l i p  Morris Companies Inc.  
1 2 0  Park Avenue 
New York, NY 10017 

Dear Y r .  Yurray: 

We a r e  Trustees of the  Newxork  City Eaployees@Retirement 
system. The System owns 3,140,376.00 s h a r e s  of P h i l i p  Morris 
companies Ihc. common s tock .  These a s s e t s  a r e  inve r t ed  t o  provide 
re t i rement  b e n e f i t s  f o r  c u r r e n t  and r e t i r e d  City employees who a r e  
members olf t h e  System. 

Many inves to r s  a l re  s e r i o u s l y  concerned about  both the s o c i a l  
and economic impl ica t ions  of their investments  i n  companies t h a t  
aanufacture  c i g a r e t t e s  and o t h e r  tobacco products .  Some, such a s  
t3e Z i t ; '  L'nrytessrty of !lew 'Lork, 3alrrard L 'niuers i ty  and Zohns 
: i o c k l ~ s  o n d z x e n t  funds,  have a l r e a d y  s o l d  t h e i r  investzlents Fn 
I t & - m  ,,,ac=3 s tccks" .  X u n l c r p a l i t ~ e s ,  inc luding  P i t t s ~ u r g h ,  have 
3p~rz ' i ed  3 i y ~ e s t z e r , t ,  and d i ' t es tzent  3111s have been introduced sn 
nuzerous s t a t e  and zunrcrpa l  Leq~rs l a tu re s .  Other i nves to r s  2ave 
oequn p rose ly t r z inq  diversified nanufac tu res s  of tobacco products  
t o  spPlt i n t o  tobacco and non-tobacco c o r p o r a t i a n s  i n  an a t tempt  t o  
unlock shareholder  va lue  and s h i e l d  nonktobacco a s s e t s  from 
l i a b r l i t y .  

A s  f i d u c i a r i e s  of t h e  New York City Employees,, Rmtirement 
system, wa too a r e  concerned. A major reason f o r  t h i s  concern is 
t h a t  P h i l i p  Morris Companies Inc., and, indeed, the U.S. tobacco 
indus t ry ,  seem t o  have reached a  conc lus ion  t h a t  s tubborn  denial  is 
t h e  only  way t o  react t o  t h e  thousands of s c i e n t i f i c  s t u d i e s  t h a t  
l i n k  tobacco t o  dlisease and daaah. This  pe rpe tua l  d e n i a l ,  in e f f e c t  
s i n c e  t h e  first U.S .  Surqeon Genera l ' s  r e p o r t  some 30  y e a r s  ago, 
IS, In our  opinion,  s h o r t - s i g h t e d  alnd dangerous. I t  demonstrates  no 
concern f o r  t h e  long-term v i a b i l i t y  of P h i l i p  Morris Companies 
I n c . ,  nor does it provide f o r  a f a l l b a c k  p o s i t i o n  if denliall proves 
untenable  e i t h e r  as a l e g a l  defense  a g a i n s t  l i a b i l i t y  o r  a s  a1 
s t r s t e g r c  defense a q a i n s t  i nc reased  r e g u l a t i o n ,  i nc rea l sed taxa t ion ,  
and/or  a  change i n  consumer behavior .  
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Furthemore, public policy regarding tobacco has shifted such 
that it is becoming steadily more difficult for smokers to smoke 
and tobacco sellers to sell -- and judging fromrecent reports, it 
is only going to get more difficult. The Occupational Safety and 
Health ~dministration is contemphating a ban on smoking in the 
workplace that would apply to more than six million businesses. The 
Environmental Protection Agency may go further and prohiblit smoking 
in all public places includling bars and restaurants. In light of 
congressional testimony suggesting that cigarette companlies 
manipulate the nicotine content of cigarettes, the Food and D m g  
Administration is looking at whether and how to regulate tobacco as 
a drug: once such an FDA regulation is enacted, the EPA estimates 
that one million smokers in the U.S. will quit. Mlississippi has 
sued tobacco nanufacturers to recover the statells health care 
costs, and Florida enacted legislation that allows the state to 
pursue similar action. Local! laws r~stricting smoking are in effect 
in malor cities across the country and even stricter local laws are 
under consideration by a number od municipalities including New 
York City. 

We would, therefore,.Li!lce to h o w  if Philip Morris ConpanFern 
Inc. has a strategic @an in place to minlimiz~, offset, o r  contain 
the potential risks. While domestic legall liabilities are 
c e r c a r n l y  hrgh =n the list of those risks, others include pendinq 
t ax  Lncreases, ingredient disclosure requI!ations, and thle 

, , . . , , 3 i  iete,-~zat:3n =hat  zzgarettes and other tzkaccz~ ?rcdgcts - c - = - - '  
;.a :ra:q e i e  sysceas :hat can and s h o u l d  be :ore z l o s e i ;  
reqz laced .  

Accordingly, we would appreciate a response detailing your 
strateqic plan. m o n g  the issues we would like discussed: 

I) Hals Philip Morris Companies Inc. analyzed the potential 
costs of tobacco-related product Liab~ility, including wrongful 
dea~th, disease, environmental tobacco smoke, and the alleged 
manipulation of nicotine levels? If  yea, what is Philip Morris 
companies lncorporationls strategy for dealing with that potential! 
liability and what are the potential write-downs? If  not, why not? 

2 )  Does Philip Morris Companies Inc. plan to phase out of or 
decrease its unvolvement in the tobacco industry? 

3 )  Is philip Morris Companies Inc, in any way considering a 
"split" into =ore than one company, to isolate the tobacco-related 
assets and liablilities from the non-tobacco businesses ? 

4) Does Philip Morris Companies Inc. plan any chanqe in 
litigation strateqy as it relates to tobacco? 
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5 )  Is P h i l i p  Morris  Companies I n c .  c o n s i d e r i n g  any product  
r e f o n u l a t i o n s ,  i n t r o d u c t i o n s  o r  withdrawals mot iva ted  by tobacco 
l i a b i l i t y  issues? 

6 )  Does p h i l i p  Morris Companies Inc. add n i c o t i n e  t o  t h e  
tobacco it uses, use tobacco t o  which n i c o t i n e  was added by 
s u p p l i e r s ,  o r  c o n t r o l  n i c o t i n e  levels i n  any other manner? 

we look  forward t o  your answers t o  t h e s e  q u e s t i o n s ,  a s  well as 
your g e n e r a l  dLscuss ion of t h e  t o b a c c o - r e l a t e d  issues facing P h i l i p  
Morr:s compalnies Inc.  and your p l ans  f o r  deal ing w i t h  t h o s e  issues. 

Alan C. Hevesi 
Comptro r 
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par# P r e s i d e n t  o f  S t a t e n  I s l a n d  

Carl ~ a y ' n e s  \ 

? r e s i d e n t  I n t e r n a t i o n a l  
Srotherhood of Tkamsters 

Malrk Green 
Pub l i c  Advocate 

Marc V.   haw 

DC- 
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Bbro P r e s i d e n t  o f  Bronx 


