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SETTLEMENT AGREEMENT BETWEEN SIMON & SCHUSTER, INC.
AND PLAINTIFF STATES

This Settlement Agreement is made and entered into this 11th day of June, 2012, by and
between the States of ''exas, Connecticut and Ohio, plus any other State, Commonwealth,
Territory or Possession that has elected, or elects, to participate in the terms of this Settlement
Agreement (“Plaintiff States”) through their respective Attorneys General, and Simon &
Schuster, Inc. (“Simon & Schuster”) (collectively “Parties™). The terms of this Settlement
Agreement shall be available to all States, the District of Columbia, Puerto Rico, the Virgin
Islands, Guam, American Samoa, and the Northern Mariana Islands as provided under the terms
of Section XI. Any State electing to join the Settlement Agreement shall do so by executing a
signature page that shall be annexed to this Agreement.

WHEREAS, the Plaintiff States will file a complaint against Simon & Schuster in the
United States District Court for the Southern District of New York (the “Court”), both in their
sovereign capacity and as parens patriae, on behalf of Consumers residing in such States who
have purchased E-books from a Named Publisher, alleging an unlawful agreement to fix,
maintain or stabilize prices of E-books in violation of federal and state antitrust laws and
seeking, among other relief, damages, injunctive relief and costs of investigation and litigation
(*Complaint™);

WHEREAS, this Settlement Agreement does not constitute any admission by Simon &
Schuster that the law has been violated or of any issue of fact or law, other than that the
jurisdictional facts as alleged in the Complaint are true;

WHEREAS, the Plaintiff States and Simon & Schuster have determined it to be in their
best interests to resolve this dispute and enter into this Settlement Agreement;

NOW, THEREFORE, WITNESSETH:



L DEFINITIONS

As used herein:

A. “Plaintiff States” means any State, Commonwealth, the District of Columbia,
Pu;:no Rico, the Virgin Islands, Guam, American Samoa and the Northern Mariana Islands,
which originally signs on to or opts to enter into the terms of this Settlement Agreement as
provided in Section XI.B in its sovereign capacity and as parens patriae on behalf of Consumers
residing in such Plaintiff State.

B. “Hachette” means Hachette Book Group, Inc., a Delaware corporation with its
principal place of business in New York, New York, its successors and assigns, and its
subsidiaries, and divisions, including its wholly-owned subsidiary, Hachette Digital, Inc.

C. “HarperCollins” means HarperCollins Publishers L.L.C., a Delaware limited
liability company with its principal place of business in New York, New York, its successors and
assigns, and its subsidiaries, and divisions.

D. “Simon & Schuster” means Simon & Schuster, Inc., a New York corporation with
its principal place of business in New York, New York, its successors and assigns, and its
subsidiaries, and divisions, including its wholly-owned subsidiary, Simon & Schuster Digital
Sales, Inc.

E. “Claims” means all claims, counterclaims, set-offs, demands, actions, rights,
liabilities, costs, debts, expenses, attorneys’ fees, and causes of action of any type, whether
accrued in whole or in part, including, without limitation, past, present, and future claims arising
under federal or state antitrust, unfair competition or consumer protections laws, or state
common or equitable law, and that were asserted or that could have been asserted, known or

unknown, against Simon & Schuster, Simon & Schuster’s parent and affiliated entities and their



officers, directors, employees and attorneys, arising from the facts, matters, transactions, events,
occurrences, acts, disclosures, statements, omissions, or failures to act set forth or alleged in the
Plaintiff States’ Complaint. For purposes of this paragraph, “affiliated entities” shall mean
entities that are currently or were formerly controlling, controlled by or under common control
with Simon & Schuster.

F. “Consumers” mean natural persons in the Plaintiff States who have purchased E-
books published by Named Publishers during the period from April 1, 2010 until May 21, 2012.

G. “Distribution Plan” means the plan or method of allocation of the Simon &
Schuster Consumer Compensation Account among Consumers who have not filed with the Court
valid and timely requests for exclusion from this Settlement. The Distribution Plan will be
submitted to the Court separate from the Settlement Agreement and is not part of this Settlement
Agreement.

H. “Effective Date” means the date on which this Settlement Agreement becomes
effective. The Effective Date shall occur when all of the following conditions have been
satisfied, unless one or more of such conditions is modified in a writing signed by the Parties:

1. Execution of this Settlement Agreement;

2, Entry by the Court of a Preliminary Approval Order;

3. Expiration of the period within which Consumers must exercise their
rights to be excluded from parens patriae representation;

4, Simon & Schuster has not availed itself of the right to void this Settlement
Agreement pursuant to Section X;

5. Final approval by the Court of the settlement embodied herein;

6. Entry by the Court of the Final Judgment;



7. Entry by the Court of the Order and Stipulated Injunction (as required in
Section III); and
8. The Final Judgment shall have become Final (as defined in K, below).

L “Escrow Agent” means the entity selected pursuant to Section V below.

J. “E-book’ means an electronically formatted book designed to be read on a
computer, a handheld device, or other electronic devices capable of visually displaying E-books.
For purposes of this Settlement Agreement, the term E-book does not include (1) an audio book,
even if delivered and stored digitally; (2) a standalone specialized software application or “app”
sold through an “app store” rather than through an E-book store (e.g., through Apple Inc.’s “App
Store” rather than through its “iBookstore” or “iTunes”) and not designed to be executed or read
by or through a dedicated E-book reading device; or (3) a media file containing an electronically
formatted book for which most of the value to Consumers is derived from audio or video content
contained in the file that is not included in the print version of the book.

K. “Final” means: (1) final affirmance on an appeal of the Final Judgment, the
expiration of the time for a petition for, or a denial of, a writ of certiorari to review the Final
Judgment and, if certiorari is granted, the date of final affirmance for the Final Judgment
following review pursuant to that grant; or (2) final dismissal of any appeal from the Final
Judgment or the final dismissal of any proceedings on certiorari to review the Final Judgment; or
(3) if no appeal is filed, the time for the filing or noticing of any appeal from the Court’s Final
Judgment approving the Settlement Agreement has expired (i.e., thirty (30) days after entry of
the Final Judgment). Any proceeding or order, or any appeal or petition for a writ of certiorari
pertaining solely to the Distribution Plan and/or application for attorneys’ fees, costs or

expenses, shall not in any way delay or preclude the Final Judgment from becoming Final.



L. “Final Judgment” means the judgment to be rendered by the Court in this matter,
‘substantially in the form attached hereto as Attachment A.

M. “Including” means including, but not limited to.

N. “Named Publishers” means Hachette, HarperCollins, Simon & Schuster,
Holtzbrinck Publishers, LLC, d/b/a MacMillan, and Penguin Group (USA), Inc.

0. “Notice Period” means the period during which notice shall be disseminated to
Consumers. The Notice Period shall be a minimum of sixty (60) days or such other time period
set by the Court.

P. “Notice Plan” means the plan specifying the manner and content of the program
whereby Consumers are notified of this Settlement Agreement and informed of their rights to
object to or exclude themselves from the settlement. The Notice Plan shall specify the manner in

which Consumers are to be notified of this settlement, which shall consist, at a minimum, of

direct notice to each Consumer whose e-mail address can be obtained voluntarily from E-book

retailers.

Q. “Purchase” means a Consumer’s acquisition of one or more E-books as a result of
a Sale.

R. “Released Claims” shall mean all Claims as defined in Section VIIL

S. “Sale” means delivery of access to a Consumer to read one or more E-books

(purchased alone, or in combination with other goods or services) in exchange for payment;
“Sold” means to make or to have made a Sale of an E-book to a Consumer.

T, “Settlement Accounts” mean the Simon & Schuster Consumer Compensation
Settlement Account, the States’ Compensation Settlement Account, and the Settlement Cost

Account described in Section IV. The Settlement Accounts shall be held in interest-bearing



escrow accounts established by Plaintiff States and administered by an Escrow Agent appointed
pursuant to Section V.A. for the purpose of implementing this Settlement Agreement.

U. “Settlement Administration Costs” means all customary and reasonable costs to
be paid from the Settlement Cost Account in connection with the administration of this
Settlement Agreement, including all reasonable costs and fees incurred (1) in compiling
necessary Consumer information for direct notice as well as such notice by publication as may
be needed to effectuate adequate notice, (2) in completing administrative tasks, (3) in processing
and paying claims, including distributing credits and/or cash to Consumers, (4) for the
employment of a Escrow Agent and/or claims administrator, and (5) to secure Court approval of
the Settlement agreement, such as expert affidavits.

V. “State Liaison Counsel” or “Liaison Counsel for Plaintiff States” means the
designated representatives for the Attorneys General of the States of Texas, Connecticut, and
Ohio.

W. “Written Direction” means a written notification directed to the Escrow Agent
and/or claims administrator relating to disbursements from the Settlement Accounts, signed by at
least two Liaison Counsel for Plaintiff States and counsel for Simon & Schuster. Each Written
Direction shall include a certification by Liaison Counsel for Plaintiff States and counsel for
Simon & Schuster that the instructions in the notification are being made pursuant to the

Settlement Agreement.

IL AGREEMENT
It is stipulated and agreed by and among counsel for the Plaintiff States and Simon &

Schuster that, subject to Final Approval by the Court, the litigation initiated by the Complaint



and the Released Claims shall be finally and fully compromised, settled and released, upon and

subject to the terms and conditions of this Settlement Agreement.

III.  ORDER AND STIPULATED INJUNCTION

As part of this Settlement Agreement, the Plaintiff States and Simon & Schuster have
agreed to the entry of an Order and Stipulated Injunction in the form of Attachment B, the terms
and conditions of which are incorporated into this Settlement Agreement as though set forth in
this Section III in full. The Order and Stipulated Injunction shall be modified to take into
account any changes made to the language of the United States Department of Justice’s Proposed
Final Judgment, as entered in United States of America v. Apple, Inc., et al., Case No. 12-cv-
2826, in the United States District Court for the Southern District of New York. The terms set

forth in the Order and Stipulated Injunction shall govern the enforcement of this Section III.

IV. MONETARY PAYMENTS

A. Simon & Schuster agrees to pay to the Plaintiff States the sum of $18.1 million
for Consumer compensation for alleged actual losses arising from the acts alleged in the
Complaint. This amount shall be paid to the Plaintiff States, c/o the Escrow Agent appointed
pursuant to Section V.A. within thirty (30) days of the Court entering the Preliminary Approval
Order. The Escrow Agent shall establish the Simon & Schuster Consumer Compensation
Settlement Account from the monies received from Simon & Schuster under this Paragraph.
These monies, plus any accrued interest, shall be used to fund the Consumer distribution as
described in Section VI.A. The Escrow Agent shall only distribute funds in the Simon &
Schuster Consumer Compensation Settlement Account pursuant to a Court-approved

Distribution Plan which has become Final within the meaning of Section I.K.



B. The $18.1 million to be paid by Simon & Schuster for Consumer compensation
shall be reduced proportionately by the percentage of Simon & Schuster’s E-book sales for 2011
attributable to each State, Commonwealth, or Territory that does not exercise its option to
participate in this Settlement Agreement.

C. Simon & Schuster further agrees to pay to the Plaintiff States the sum of
$2,541,666.66 for their costs of investigation and litigation and other related costs as provided in
Section V1.B. This émount shall be paid to the Plaintiff States, c/o the Escrow Agent appointed
pursuant to Section V.A. herein within thirty (30) days of the Court entering the Preliminary
Approval Order. The Escrow Agent shall establish the States’ Compensation Settlement
Account from the monies received from Simon & Schuster under this Paragraph, in addition to
the funds received from Hachette and HarperCollins. These monies, plus any accrued interest,
shall be apportioned among the Plaintiff States in a manner to be determined among and between
them as set forth in Section VI.B. Simon & Schuster shall pay this amount in full, regardless of
the percentage of States and Territories participating in the Settlement Agreement, and there
shall be no reduction for non-participating States.

D. Simon & Schuster will also pay its per capita share of all reasonable Settlement
Administration Costs. The per capita share will be determined by the number of settling parties
that have executed an agreement with Plaintiff States that is substantially similar to this
Settlement Agreement by June 11, 2012. The Escrow Agent shall establish the Settlement Cost
Account from the monies received from settling parties pursuant to this Paragraph and Paragraph
E. These monies. plus any accrued interest, shall be used to pay the Settlement Administration
Costs pursuant to Section VI.C. The Escrow Agent shall pay invoices only as provided in this

Settlement Agreement, by an order of the Court, or pursuant to Written Direction.



E. Payments for the Settlement Cost Account will be made as follows:

1. $100,000 shall be paid by Simon & Schuster to the Plaintiff States, c/o the
Escrow Agent within five (5) business days of the execution of this Settlement Agreement by
Liaison Counsel for the States and Simon & Schuster.

2. $650,000 shall be paid by Simon & Schuster to the Plaintiff States, c/o the
Escrow Agent within five (5) business days of the filing of the Motion for Preliminary Approval.

3. Upon notice that additional funds are necessary to pay Settlement
Administration Costs, Simon & Schuster shall make a supplemental deposit of its per capita
share into the Settlement Cost Account within ten (10) business days of such notice.

4, After counsel for the Liaison States have confirmed in writing that all
incurred, committed or anticipated seitlement administration costs have been paid or accounted
for, the Escrow Agent shall refund to Simon & Schuster its per capita share of the unused funds
in the Settlement Cost Account within a reasonable period of time.

F. Simon & Schuster warrants that, as of the date of this Settlement Agreement, it is
not insolvent, nor will its payment to the Settlement Accounts render it insolvent within the
meaning of and/or for the purposes of the United States Bankruptcy Code. If a case is
commenced with respect to Simon & Schuster under Title 11 of the United States Code
(Bankruptcy), or a trustee, receiver or conservator is appointed under any similar law, and in the
event of the entry of a final order of a court of competent jurisdiction determining the payment of
the principal amount of the Settlement Accounts and any accrued interest, or any portion thereof,
by or on behalf of Simon & Schuster, to be a preference, voidable transfer, fraudulent transfer or
similar transaction, and if pursuant to an order of a court of competent jurisdiction monies paid

by Simon & Schuster pursuant to this Settlement Agreement are either not delivered or are



returned to Simon & Schuster or the trustee, receiver, or conservator appointed by a court in any
bankruptcy proceeding with respect to Simon & Schuster, the releases given and judgment
entered in favor of Simon & Schuster pursuant to this Settlement Agreement shall be null and
void.

G. The payments hereunder do not constitute nor shall they be treated as payments in
lieu of treble damages, fines, penalties, punitive recoveries or forfeitures.

H. The payments made by Simon & Schuster to the Settlement Accounts (including
the additional payments contemplated pursuant to Paragraph E.3) shall be the total amount to be
paid by Simon & Schuster under this Settlement Agreement or in connection with Relt;ased
Claims.

L Except as otherwise provided in this Settlement Agreement, upon the Effective
Date all remaining interest or right of Simon & Schuster in or to the Settlement Accounts shall

be absolutely and forever extinguished.

V. SETTLEMENT ADMINISTRATION

A. The Escrow Agent for the Settlement Accounts shall be determined by the
Plaintiff States, after consultation with Simon & Schuster, by separate written agreement. The
costs of the Escrow Agent shall be borne by Simon & Schuster, pursuant to Sections IV.D and E.
Other than maintaining an account to meet short-term obligations, the Escrow Agent shall invest
the funds in the Settlement Accounts in obligations of, or obligations guaranteed by, the United
States of America or any of its departments or agencies, to obtain the highest available return on
investment, and shall reinvest the proceeds of these instruments as they mature in similar
instruments at their then current market rates. The Escrow Agent shall bear all risks related to

the investment of the escrow funds.
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B. The Escrow Agent shall not disburse the funds of the Settlement Accounts except
by an order of the Court or pursuant to Written Direction.

C. All funds held by the Escrow Agent shall be deemed to be in custodia legis of the
Court, and shall remain subject to the jurisdiction of the Court, until the funds shall be distributed
pursuant to the Settlement Agreement and/or further order(s) of the Court.

D. In addition to the Escrow Agent, the Plaintiff States, after consultation with
Simon & Schuster, may employ a claims administrator in order to facilitate the provision of
notice and to distribute and/or administer the distribution of the funds in the Simon & Schuster
Consumer Compensation Settlement Account in accordance with the terms of this Settlement
Agreement. The costs of such claims administrator shall be borne by Simon & Schuster,
pursuant to Sections IV.D and E.

E. If this Settlement Agreement is not approved or is terminated, canceled, voided or
fails to become effective, all monies paid into the Settlement Accounts, including any interest
accrued thereon, shall be refunded to Simon & Schuster, reduced by the amount of actual out-of-
pocket costs and expenses incurred or committed for Settlement Administration Costs as of the
date of disapproval, cancellation, termination or voiding. In such event, the refund shall occur
within twenty (20) business days of the cancellation, termination or voiding. In the case of
disapproval by the Court, refund shall occur within five (5) business days of the Court’s decision
becoming Final, as defined in Section L.K.

F. If this Settlement Agreement is not approved or is terminated, canceled, voided or
fails to become effective, Plainti{f States shall retain full rights to assert any and all causes of

action against Simon & Schuster, including the right to amend the Complaint to include



additional allegations, claims, causes of action and requests for relief and Simon & Schuster shall
retain any and all defenses thereto.

G. Tax Treatment of Settlement Accounts

1. Settling Parties and Escrow Agent agree to treat the Settlement Accounts
as being, at all times from and after expiration or waiver of the period within which Simon &
Schuster may void this Settlement Agreement under Section X, a “qualified settlement fund”
within the meaning ol Treas. Reg. § 1.468B-1(a). In addition, the Escrow Agent and, as
required, settling Parties shall jointly and timely make such elections as necessary or advisable to
carry out the provisions of this Section V.G., including the “relation-back election” (as defined in
Treas. Reg. § 1.468B-1(j)(2)(ii)), back to the earliest permitted date. Such elections shall be
made in compliance with the procedures and requirements contained in such regulation. It shall
be the responsibility of the Escrow Agent to timely and properly prepare and deliver the
necessary documentation for signature by all necessary Parties, and thereafter to cause the
appropriate filing to occur.

2. For the purpose of § 468B of the Internal Revenue Code of 1986, as
amended, and the regulations promulgated thereunder, the “administrator” shall be the Escrow
Agent. The Escrow Agent shall timely and properly file all informational and other tax returns
necessary or advisable with respect to the Settlement Accounts (including without limitation the
returns described in Treas. Reg. § 1.468B-2(k) and (1)). Such returns (as well as the election
described in Section V.G.1.) shall be consistent with this Section V.G and in all events shall
reflect that all taxes (including any estimated taxes, interest or penalties) on the income earned

by the Settlement Accounts shall be paid out of the Settlement Accounts.



3. All taxes (including any estimated taxes, interest or penalties) arising with
respect to the income earned by the Settlement Accounts, including any taxes that may be
imposed upon Simon & Schuster with respect to any income earned by the Settlement Accounts
for any period during which the Settlement Accounts do not qualify as a “qualified settlement
fund” for federal, state, or local income tax purposes (“Taxes”) shall be paid out of the
Settlement Accounts and in all events Simon & Schuster and its insurers shall have no liability or
responsibility for such Taxes or the filing of any tax returns or other documents with the Internal
Revenue Service or any other state or local taxing authority in respect of such Taxes. Taxes shall
be treated as, and considered to be, a cost of administration of the Settlement Agreement and
shall be timely paid by the Escrow Agent out of the Settlement Accounts without prior order
from the Court and the Escrow Agent shall be obligated (notwithstanding anything herein to the
contrary) to withhold from distribution to Plaintiff States any funds necessary to pay such
amounts including the establishment for adequate reserves for any Taxes (as well as any amounts
that may be required to be withheld under Treas. Reg. § 1.468B-2(1)(2)); Simon & Schuster and
its insurers are not responsible and shall have no liability therefore or for any reporting
requirements that may relate thereto. The Parties agree to cooperate with the Escrow Agent,
each other, and their tax attorneys and accountants to the extent reasonably necessary to carry out
the provisions of this Section V.G. For purposes of this Section V.G., references to the

Settlement Accounts shall include the Settlement Accounts and any earnings thereon.

VI. SETTLEMENT DISBURSEMENTS
A. Distribution to Consumers: All funds in the Simon & Schuster Consumer

Compensation Settlement Account shall be distributed, according to a Court-approved



Distribution Plan, for the benefit of Consumers who have not filed with the Court valid and
timely requests for exclusion from this settlement.

1. Plaintiff States will strive to devise a Distribution Plan that will maximize
direct Consumer recovery, minimize any residue, and minimize administrative expenses
consistent with the provision of fair, adequate and reasonable notice to Consumers. The
Distribution Plan shall be devised by the Plaintiff States, after consultation with Simon &
Schuster, and shall, at minimum and to the extent practicable, provide Consumers with the
option of receiving payment in the form of a check or a credit for the purchase of either print
books or E-books. The Distribution Plan shall provide that credits may be used for any print
book or E-book purchase, regardless of publisher. Unless otherwise ordered by the Court, credits
may be applied to purchases for a period of one (1) year from the date they are made available to
Consumers. The Distribution Plan may also contain provisions for multiple distributions, or a
single, later distribution to Consumers if appropriate.

2. Any amount remaining in the Simon & Schuster Consumer Compensation
Settlement Account after redemption of all cash and credits within the time period approved by
the Court will be subject to any applicable Plaintiff State’s unclaimed property laws. If any
residual amount thereafier remains in the Simon & Schuster Consumer Compensation Settlement
Account, subject to any other applicable state law prohibiting cy pres distribution and mandating
a different distribution by a particular Plaintiff State of its share of any residual amount, it shall
be distributed by the Plaintiff States for ¢y pres purposes to one or more charitable organizations
whose purposes relate to reading, literacy, or access by the public to electronic books.

3.  The Parties agree and understand that any proposed Distribution Plan is to

be considered by the Court separately from the Court’s consideration of the fairness,



reasonableness and adequacy of the settlement set forth in the Settlement Agreement, and any
order or proceedings relating to the Distribution Plan shall not operate to terminate or cancel the
Settlement Agreement or affect the finality of the Court’s Final Judgment approving the
Settlement Agreement and the settlement set forth herein, or any other orders entered pursuant to
the Settlement Agreement.

4, The Distribution Plan shall be submitted to the Court for approval in
connection with the Plaintiff States’ Motion for Preliminary Approval of the Settlement
(“Motion for Preliminary Approval”).

B. Distribution of Compensation to Plaintiff States: The States’ Compensation
Settlement Account shall be used to reimburse counsel for the Plaintiff States for payment of
attorneys’ fees, costs, administrative expenses incurred by Plaintiff States, and as other
payments. Such Account shall be apportioned among the Plaintiff States at their sole discretion.
Such apportionments shall then be used collectively or individually by the Plaintiff States’
Attorneys General for one or more of the following purposes:

1. Reimbursement for Plaintiff States’ consultation or expert fees, including
reimbursement of any grants paid to the Plaintiff States in connection with
the National Association of Attorneys General Milk Fund Account
(“NAAG Milk Fund” or “Fund”) for consultant and expert fees expended
from the Fund.

2. Reimbursement of attorneys’ fees, and investigation, litigation and
settlement administration cost expenses incurred by any Plaintiff State;

3. Payment for the ongoing investigation and litigation involving the E-

books market;



4, Antitrust or consumer protection enforcement by the Attorney General of
such State, provided that, with respect to the State of Washington, these
funds shall only be used for antitrust enforcement;

5. Deposit into a state antitrust or consumer protection account, (e.g.,
revolving account, trust account), for use in accordance with the state laws
governing that account, provided that, with respect to the State of
Washington, these funds shall only be used for antitrust enforcement;

6. Deposit into a fund exclusively dedicated to assisting the state Attorney
General to defray the cost of experts, economists, and consultants in
multistate antitrust investigations and litigations; or

7. As otherwise required or provided by the applicable state law enacted as
of the Effective Date of this Settlement Agreement.

C. Disbursement for Payment of Administrative Costs: Upon Written Direction or
Court Order, the Settlement Cost Account shall be used by the Escrow Agent to pay the

Settlement Administration Costs.

VIL. NOTICE AND SETTLEMENT HEARING
A. Within sixty-eight (68) days after execution of this Settlement Agreement by
Liaison Counsel for the Plaintiff States and Simon & Schuster, Liaison Counsel for Plaintiff
States shall file the Motion for Preliminary Approval with the Court. The motion shall request
entry of a preliminary approval order (the “Preliminary Approval Order”). Such Preliminary
Approval Order shall include, among other things: (1) the preliminary approval of the settlement
set forth in this Settlement Agreement as fair, reasonable and adequate and in the best interests of

Consumers in the Plaintiff States, (2) a finding that the State Attorneys General are the superior
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representatives of natural persons in the Plaintiff States, (3) approval of a Notice Plan, including
when the Notice shall be disseminated and the length of the Notice Period, (4) approval of a
Distribution Plan that includes the time period during which eligible Consumers can object,
exclude themselves, and/or obtain credits and/or a check, and (5) a schedule for a hearing by the
Court after notice is given (the “Settlement Hearing”) to approve the settlement of the litigation
initiated by the Complaint, as set forth herein. At least five (5) days prior to filing their Motion
for Preliminary Approval, the Plaintiff States shall provide a copy of such motion (including all
exhibits and attachments of such motion) to Simon & Schuster for review and comment.

B. Liaison Counsel for Plaintiff States will provide Simon & Schuster a substantially
final copy of the Notice Plan, including the Notice, at least five (5) business days prior to filing
the Motion for Preliminary Approval.

C. Liaison Counsel for the Plaintifl States shall disseminate Notice of the Settlement
Agreement to potentially affected Consumers as soon as practicable after entry of the
Preliminary Approval Order. The Parties contemplate a Notice Period of at least sixty (60) days,
unless another time period is set by the Court.

D. Within forty-five (45) days following the conclusion of the Notice Period, Liaison
Counsel [or Plaintif[ States shall file with this Court a motion sceking final approval of the
Settlement Agreement, including a determination by the Court (1) that the Settlement Agreement
is approved finally as fair, reasonable and adequate, (2) that a Final Judgment approving the
Settlement Agreement, substantially in the form of Attachment A, should be entered, (3) that the
Order and Stipulated Injunction, substantially in the form of Attachment B, should be entered,

and (4) that an award of attorneys’ fees, expenses and other payments should be made from the



States’ Compensation Settlement Account to counsel for the Plaintiff States pursuant to Section

VLB.

VIII. RELEASED CLAIMS

A. In consideration of the monetary and injunctive provisions contained in this
Settlement Agreement, each Plaintiff State will be deemed, upon the Effective Date, to have
(and by operation of the Final Judgment shall have), fully, finally, and forever released Simon
& Schuster, Simon & Schuster’s parent and affiliated entities and their officers, directors,
employees, and attorneys (collectively “Releasees”) from all Claims that were asserted or could
have been asserted by any Consumers who did not timely file with the Court a valid request for
exclusion from this settlement. The Final Judgment shall be deemed res judicata as to any such
released Claim.

B. In further consideration of the monetary and injunctive provisions contained in
this Settlement Agreement, each Plaintiff State will be deemed, upon the Effective Date, to have
released the Releasees from all Claims that were asserted or could have been asserted by each
Plaintiff State’s Attorney General in his or her sovereign capacity as chief law enforcement
officer of his or her respective state.

C. In further consideration of the monetary and injunctive provisions contained in
this Settlement Agreement, each Plaintiff State’s Attorney General covenants and agrees, to the
fullest extent permitted by law, that it shall not hereafter seek to establish liability or assert
Claims, in whole or in part, on behalf of itself or any other person or entity or class thereof,
against the Releasees.

D. The Plaintiff States and Simon & Schuster expressly agree that they do not intend

this Settlement Agreement nor any documents executed or submitted pursuant to this Settlement
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Agreement to be construed as a release or otherwise affect any rights Plaintiff States have or may
have against any other entity whosoever, including Hachette, HarperCollins, Holtzbrinck
Publishers, LLC, d/b/a MacMillan, Penguin Group (USA), Inc., Apple, Inc., or any of their
parents, affiliated entities, officers, directors, employees, or attorneys. The Final Judgment
approving this Settlement Agreement shall include a provision that this Settlement Agreement
and anything done pursuant thereto shall not constitute a release except as to Releasees, and the
Plaintiff States and Consumers reserve their rights as aforesaid.

E. To the fullest extent permitted by law, the Parties each expressly waive any right
or benefit available to them under Section 1542 of the California Civil Code, which provides as
follows: “A general release does not extend to claims which the creditor does not know or
suspect to exist in his favor at the time of executing the release, which if known by him must
have materially alfected his settlement with the debtor,” and all provisions, rights and benefits
conferred by any law of any state or territory of the United States, or principle of common law or
foreign law, that is similar, comparable or equivalent in effect to Section 1542 of the California

Civil Code.

IX. COOPERATION AND IMPLLEMENTATION

A, The Parties, and their respective counsel, agree to cooperate fully to implement
the terms and conditions of this Settlement Agreement.

B. If a Plaintiff State determines that Simon & Schuster is not in compliance with the
terms of the Settlement Agreement, it shall give Simon & Schuster written notice of such non-
compliance and Simon & Schuster shall have fifteen (15) working days to respond in writing. If
Plaintiff State is not satisfied with Simon & Schuster’s response, it shall notify Simon &

Schuster in writing and Simon & Schuster shall have fifteen (15) working days to cure such non-
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compliance. If after such time a Plaintiff State shall determine that Simon & Schuster is still not
in compliance, such Plaintiff State may seek the civil remedies available to it under the terms of
the Final Judgment and Order and Stipulated Injunction.

C. This Settlement Agreement shall not be used or construed by any person as an
admission of liability by Simon & Schuster to any party or person, or be deemed evidence of any
violation of any statute or law or admission of any liability or wrongdoing by Simon & Schuster

or of the truth of any of the claims or allegations contained in the Complaint.

X. AGREEMENT VOIDABLE

A. This Settlement Agreement shall only be voidable pursuant to this Section X.

B. This Settlement Agreement is voidable at the option of Simon & Schuster if, after
sixty (60) days following the execution of this Settlement Agreement by the Liaison States and
Simon & Schuster, the Attorneys General of a number of states accounting for ninety percent
(90%) of Simon & Schuster’s 2011 national dollar-weighted sales volume of E-books have not
elected to parti.cipate in the Settlement Agreement.

C. Simon & Schuster must exercise its option to void this Settlement Agreement
pursuant to Paragraph B by notifying the Liaison Counsel for Plaintiff States in writing within
five (5) days of the expiration of the sixty (60) day time frame specified in Paragraph B. This
Settlement Agreement shall not be voidable pursuant to Paragraph B after that date.

D. This Agreement is void if the settlement embodied herein is not approved by the
Count.

E. If, during the Notice Period, Consumers who otherwise would be represented by
the Plaintiff States have filed with the Court valid and timely requests for exclusion from this

settlement, Liaison Counsel for Plaintiff States shall promptly provide Simon & Schuster with all
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the requests for exclusion. Simon & Schuster’s has the option to void this Settlement Agreement
if the following two percentages exceed 10%, combined: (1) the percentage of Simon &
Schuster’s 2011 national dollar-weighted sales volume of E-books represented by states that
have elected not to participate in the Settlement Agreement, and (2) the percentage of the total
Named Publisher E-book sales volume for the period from April 1, 2010 to May 21, 2012
represented by Consumers requesting exclusion from this settlement. Simon & Schuster must
exercise its option to void this Settlement Agreement, as set forth in this Paragraph, no later than
ten (10) business days after receiving the information about the Consumers requesting exclusion

from this settlement.

X1. BENEFIT AND BINDING EFFECT

A. The terms of this Settlement Agreement shall be binding on, and shall inure to the
benefit of the Parties and their successors. The Parties expressly disclaim any intention to create
rights under this Settlement Agreement which may be enforced by any other person under any
circumstances whatsoever.

B. The terms of this Settlement Agreement may be entered into by the Attorney
General of any State, Commonwealth, and Territory, who takes the following actions prior to the
date that is sixty (60) days after the execution of this Settlement Agreement by Liaison Counsel
for the Plaintiff States and Simon & Schuster:

1. Signs a signature page which will be appended onto the body of the
Settlement Agreement which will be filed with the Court; and

2. Designates the Liaison Counsel for Plaintiff States to represent such State,
Commonwealth, or Territory and agrees to be named as a plaintiff in the Complaint to be filed by

the Plaintiff States in the United States District Court for the Southern District of New York
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alleging an unlawful agreement to fix, maintain or stabilize retail prices of E-books in violation

of federal antitrust laws.

XII. MISCELLANEOUS

A. Simon & Schuster may file the Scttlement Agreement and/or the Final Judgment
in any action that may be brought against it in order to support a defense or counterclaim based
on principles of res judicata, collateral estoppel, release, good faith settlement, judgment, bar or
reduction or any other theory of claim preclusion or issue preclusion or similar defense or
counterclaim.

B. Liaison Counsel for Plaintiff States are expressly authorized by the Plaintiff States
to take all appropriate action required or permitted to be taken pursuant to the Settlement
Agreement to effectuate its terms.

C. Each counsel or other person executing the Settlement Agreement or any of its
Attachments on behalf of any party hereto warrants that such person has full authority to do so.

D. This Settlement Agreement and the Attachments contain the entire agreement and
understanding of the Parties. There are no additional promises or terms of the Settlement
Agreement other than those contained herein. This Settlement Agreement shall not be modified
except in writing signed by State Liaison Counsel and Simon & Schuster or by their authorized
representatives.

E. All dates and time periods in this Settlement Agreement shall be calculated
pursuant to the Federal Rules of Civil Procedure. All such dates and time periods may be
modified if mutually agreed upon, in writing, signed by State Liaison Counsel and Simon &

Schuster or by their authorized representatives.
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F. The Settlement Agreement shall be deemed to have been mutually prepared by
the Parties hereto and shall not be construed against any of them solely by reason of authorship.

G. The captions contained in this Settlement Agreement are inserted only as a matter
of convenience and in no way define, limit, extend, or describe the scope of this Settlement
Agreement or the intent of any provision hereof.

H. The Settlement Agreement may be executed in one or more counterparts. Scanned
signatures, digital signatures or signatures received by facsimile shall be treated the same as
originals for the Settlement Agreement and any written, agreed modification thereof. All
executed counterparts and each of them shall be deemed to be one and the same instrument. A
complete set of executed counterparts shall be filed with the Court.

L The Settlement Agreement and any related documents shall be subject to,
governed by and construed, interpreted and enforced pursuant to the laws of the State of New
York.

J. The Court shall retain jurisdiction with respect to the implementation and
enforcement of the terms of the Settlement Agreement and all Parties hereby submit to the
exclusive jurisdiction of the Court for purposes of implementing and enforcing the Settlement
Agreement.

K. Any and all notices, requests, consents, directives, or communications by any
party intended for any other party shall be in writing and shall, unless expressly provided
otherwise herein, be given personally, by express courier, or by postage prepaid mail, or by
facsimile or electronic transmission followed by postage prepaid mail, and shall be addressed as

follows:
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For Plaintiff States:

Office of the Attorney General of Texas
Chief, Antitrust Section

300 W. 15" St., 7" Floor

Austin, TX 78701

Office of the Attorney General of Connecticut
Chief, Antitrust Department

55 Elm Street

PO Box 120

Hartford, CT 06141-0120

Office of the Attorney General of Ohio
Chief, Antitrust Section

150 E. Gay St., 23" Floor
Columbus, OH 43215-3428

For Simon & Schuster, Inc.:

Helene D. Jaffe, Esq.

Proskauer Rose, LLP

Eleven Times Square

New York, NY, 10036-8299

David Hillman, Executive VP & General Counsel

Simon & Schuster, Inc.

1230 Avenue of Americas

New York, NY 10020
Any one of the Parties may, from time to time, change the address to which such notices,
requests, consents, directives, or communications are to be delivered, by giving the other Parties

prior written notice of the changed address, in the manner herein above provided, ten (10)

calendar days before the change is effective.
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Agreed (o by:

Slmon'& Schuster, Iac,

State of Connecticut
Georpge Jepsen
Attorney Gener

Prosknuer Ros 3
Eleven Times Square
New York, NY, 10036-8299

State of Texas
Greg Abbott
Altorney Ceneral

Antitrust Section
300 W. 15" st., 7% Floor
Austin. TX 78701

Gary M., Becker

Assistant Attomey General
Office uf the Attomey General of
Connecticut .

55 Elm Street

PO Box 120

Hartford, CT 06141-0120

State of Ohio
Mike DeWine
Attorney Gleneral

Assistant Chief, Antltrust Section
Office of the Attorney General of Qhio
150 East Gay Street, 23" Fluor
Columbus, Ohio 43215



SIMON & SCHUSTER E-BOOKS SETTLEMENT

STATE OF ALABAMA
LUTHER STRANGE
Attorney General

Dated

Billington/M.
Assistant Attorney General
State of Alabama

Office of the Attorney

501 Washington Avenue
Montgomery, AL 36130
(334) 242-7555

(334) 242-2433 (fax)
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SIMON & SCHUSTER E-BOOKS SETTLEMENT

STATE OF ALASKA
MICHEAL C. GERAGHTY
ATTORNEY GENERAL

%@?Z/Z/ Dateg: & ~ 1A ~ 12

By: ClydeE. Sniffen, Jr.
Senior Assistant Attorney General
Alaska ent of Law
1031 W. 4" Ave. #200
Anchorage, AK 99501
907.269.5200



SIMON & SCHUSTER E-BOOKS SETTLEMENT

TERRITORY OF AMERICAN SAMOA
FEPULEA'I ARTHUR RIPLEY, JR.

W&)ﬁ\&:\- 'b‘-— Dated: 8‘»{ ol I |Z

By: Mitzi¢ Jesstfp Holal
Deputy Attorrley General
PO Box 7
Pago Pago, AS, 96799
(684) 6334163



SIMON & SCHUSTER E-BOOKS SETTLEMENT

STATE OF ARIZONA
Thomas C. Horne

—LM Dated: ¢f zz[ 1z

By: Nancy M)Bonnell
Antitrust Unit Chief

1275 W. Washington
Phoenix, Arizona 85007
(602) 652-7728



SIMON & SCHUSTER E-BOOKS SETTLEMENT

STATE OF ARKANSAS
Dustin McDaniel

% . Dated:_é- /7 /Z

Ay:-Kebin Wells o
Asgistant Attorney General
323 Center Street
Suite 200
Little Rock, AR 72201
(501) 682-8063



SIMON & SCHUSTER E-BOOKS SETTLEMENT

STATE OF CALIFORNIA

KAMALA D. HARRIS
Attorney General

Y

By:  Paula Lauren Gibson
Deputy Attorney General
300 S. Spring Street, Suite 1720
Los Angeles, CA 90013
Telephone: 213-897-0014

paula.gibson@doj.ca.gov

Dated: August 8, 2012



SIMON & SCHUSTER E-BOOKS SETTLEMENT

STATE OF COLORADO
John W. Suthers, Attorney General

M D

By: Devin Laiho

Assistant Attorney General

1525 Sherman Street, Seventh Floor
Denver, CO 80203

303-866-5079
Devin.Laiho@state.co.us

Dated: July 18,2012



SIMON & SCHUSTER E-BOOKS SETTLEMENT

STATE OF DELAWARE
Joseph R. Biden, III

%ﬁ ﬁg — Dated: 6'/};_//2
By: Michael A. Undorf

Deputy Attorney General
Delaware Department of Justice
820 N. French St., 5™ Floor
Wilmington, DE 19801

(302) 577-8924



SIMON & SCHUSTER E-BOOKS SETTLEMENT

DISTRICT OF COLUMBIA

IRVIN B. NATHAN
Attorney General for the District of Columbia

ELLEN S. EFROS
Deputy Attorney General, Public Interest Division

By: BENNETT RUSHKOFF 2 é

Chief, Public Advocacy Section

By: CATHERINE A. JACKSON
Assis