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CERTIFICATE AS TO PARTIES, RULINGS. AND RELATED CASES 

A. Parties, Intervenors, and Amici 

1. District Court 

The following is a list of parties, intervenors, and amici that appeared before 

the district court. 

Parties: Plaintiff, the United States of America; defendants, Philip Morris 

USA Inc., Altria Group, Inc., R.J. Reynolds Tobacco Company, Brown & 

1 Williamson Tobacco Corp., Lorillard Tobacco Company, British American 

Tobacco (Investments) Ltd., The Council for Tobacco Research-U.S.A., Inc., The 

Tobacco Institute, Inc., and Liggett Group, Inc. 

Intervenors: Tobacco-Free Kids Action Fund, American Cancer Society, 

American Heart Association, American Lung Association, Americans for 

Nonsmokers' Rights, National African American Tobacco Prevention Network, 

Elan Corporation, PLC, Glaxosmithkline Consumer Healthcare, L.P., Impax 

Laboratories, Inc., Pfizer, Inc., Pharrnacia Corporation, Smithkline Beecham Corp. 

Amici: Citizens' Commission to Protect the Truth, Regents of the 

University of California, Tobacco Control Legal Consortium, Essential Action, . 

1 Effective July 30,2004, Brown & Williamson Tobacco Corporation's cigarette 
and tobacco business was merged with R.J. Reynolds Tobacco Company. 
Contemporaneously, Brown & Williamson Tobacco Corporation changed its name 
to Brown & Williamson Holdings, Inc., and ceased manufacturing, researching, 
selling, or marketing cigarettes. 



City and County of San Francisco, Asian-Pacific Islander American Health Forum, 

San Francisco African American Tobacco Free Project, Black Network in 

Children's Emotional Health, Arkansas, Connecticut, Hawaii, Idaho, Iowa, 

Kentucky, Louisiana, Maryland, Massachusetts, Nevada, New Jersey, New 

Mexico, New York, Ohio, Oklahoma, Oregon, Tennessee, Vermont, Washington, 

Wisconsin, Wyoming, District of Columbia. 

2. Court of Appeals 

Parties: Appellants1 cross appellees, Philip Morris USA Inc., Altria Group, 

Inc., R.J. Reynolds Tobacco Company, Brown & Williamson Holdings, Inc., 

Lorillard Tobacco Company, British American Tobacco (Investments) Ltd., The 

Council for Tobacco Research-U.S.A., Inc., and The Tobacco Institute, Inc.; 

Appelleelcross appellant, United States of America; 

Intervenors: Tobacco-Free Kids Action Fund, American Cancer Society, 

American Heart Association, American Lung Association, Americans for 

Nonsmokers' Rights, and National African American Tobacco Prevention 

Network. 

Arnici Granted Leave: Chamber of Commerce of the United States of 

America, Washington Legal Foundation, National Association of Manufacturers, 

and National Association of Convenience Stores. 



B. Rulings Under Review 

The rulings under review include: the Judgment below, Final Opinion, 

United States v. Phil@ Morris Inc., 449 F. Supp. 2d 1 (D.D.C. 2001), and Order # 

101 5 ("Final Judgment and Remedial Order"), entered by Judge Kessler in this 

action on August 17,2006, as altered or amended on September 8,2006 and by the 

Memorandum Opinion and Order # 1021, entered in .this action on September 20, 

2006, and Memorandum Opinion and Order # 1028, entered in this action on 

March 16,2007, United States v. Philip Morris, 477 F. Supp. 2d 191 (D.D.C. 

2007); the Memorandum Opinion and Order # 1028; and any and all antecedent 

and ancillary orders, including any and all interlocutory judgments, decrees, 

decisions, rulings, and opinions that merged into and became part of the Judgment, 

that shaped the Judgment, that are related to the Judgment, and upon which the 

Judgment is based. 

C. Related Cases 

The case under review was previously before this Court in the following 

appeals and/or petitions: 

USA, et al. v. Philip Morris Inc., et al., 
Court of Appeals Docket No. 01 -5244 

USA v. Philip Morris Inc., et al., 
Court of Appeals Docket No. 02-5201 



USA v. British American Tobacco, et al., 
Court of Appeals Docket No. 04-5207 

USA v. British American Tobacco, et al., 
Court of Appeals Docket No. 04-5208 

USA v. Philip Morris USA, et al., 
Court of Appeals Docket No. 04-5252 

- USA v. Philip Morris USA, et al., 
Court of Appeals Docket No. 04-5358 

USA v. Philip Morris USA, et al., 
Court of Appeals Docket No. 05-5 129 



CORPORATE DISCLOSURE STATEMENTS 

Pursuant to Fed. R. App. P. 26.1 (a), defendants-appellants hereby make the 

following disclosures: 

Philip Morris USA Inc. is a wholly owned subsidiary of Altria Group, Inc. 

Altria Group, Inc., is the only publicly held company that owns 10% or more of 

Philip Morris USA Inc.'s stock. 

Altria Group, Inc. is a publicly held company. No publicly held company 

owns 10% or more of Altria Group, Inc.'s stock. 

R.J. Reynolds Tobacco Company, a North Carolina corporation, is the 

successor by merger to R.J. Reynolds Tobacco Company, a New Jersey 

corporation. The existing R.J. Reynolds Tobacco Company is a wholly owned, 

indirect subsidiary of Reynolds American Inc., a publicly held corporation. Brown 

& Williamson Tobacco Corporation (now known as Brown & Williamson 

Holdings, Inc.) holds more than 10% of the stock of Reynolds American Inc. 

Effective July 30,2004, a transaction was completed whereby R.J. Reynolds 

Tobacco Company became the successor in interest to Brown & Williamson 

Tobacco Corporation's U.S. tobacco business. Effective August 2,2004, Brown & 

Williamson Tobacco Corporation, a Delaware corporation, changed its name to 

Brown & Williamson Holdings, Inc. Brown & Williamson Holdings, Inc. is an 



indirect, wholly owned subsidiary of British American Tobacco, p.l.c., a public1.y 

traded corporation. 

Lorillard Tobacco Company is wholly owned by Lorillard, Inc., which is 

wholly owned by Loews Corporation. Shares of Loews Corporation are publicly 

traded. Other subsidiaries of Loews Corporation that are not wholly owned by 

Loews Corporation but have some publicly-held securities are CNA Financial 

Corporation and Diamond Offshore Drilling, Inc. In addition, Loews Corporation 

indirectly owns 100% of the general partner of Boardwalk Pipeline Partners, LP, 

whose subsidiaries, Boardwalk Pipelines, LP and Texas Gas Transmission, L.L.C., 

have issued publicly-owned bonds. Loews Corporation has also issued Carolina 

Group stock, a publicly traded tracking stock. 

BATCo discloses the following parent companies and publicly held 

companies that have a ten percent or greater ownership interest in BATCo: 

British American Tobacco p.l.c., 

British American Tobacco (1 998) Limited, 

B.A.T. Industries p.l.c., 

British-American Tobacco (Holdings) Limited. 

The Council for Tobacco Research-U.S.A., Inc. is a not-for-profit New York 

corporation that provided research funding to scientists at universities, hospitals 



and other research institutions. Appellant CTR stopped hnding research in 1998. 

It was dissolved under New York law in November 1998, and since that time has 

been winding up its affairs pursuant to a plan of dissolution that has been approved 

by a New York State court. 

The Tobacco Institute, Inc. is a dissolved not-for-profit corporation under 

New York law. During its existence, The Tobacco Institute, Inc. did not issue 

stock and had no parent corporation. In addition, since its dissolution, The 

Tobacco Institute, Inc. has not issued stock and has had no parent corporation. 

STATEMENT REGARDING ORAL ARGUMENT 

Defendants-appellants respectfully request oral argument. 
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JURISDICTIONAL STATEMENT 

The district court had subject-matter jurisdiction under 28 U.S.C. $8 1331, 

1345, and 220 1, over claims against all defendants except BATCo, see Brief for 

Defendant-Appellant-Cross-Appellee British American Tobacco (Investments) 

Limited. This Court has jurisdiction under 28 U.S.C. §$1291 and 1292(a) over 

defendants' timely filed appeals. 

PERTINENT STATUTES 

Excerpts from RICO, 18 U.S.C. §§ 1961, 1962, and 1964; the mail and wire 

fraud statutes, 18 U.S.C. §fj 1341 and 1343; and the Labeling Act, 15 U.S.C. 

$ 1334, are attached. 

STATEMENT OF THE ISSUES 

Defendants-appellants present four sets of issues for review. The first set 

raises four overarching legal issues: 

1. Whether the district court erred by holding that, under the mail and 

wire fraud statutes, a corporate defendant can have specific intent to defraud even 

though no agent or employee of the corporation had such intent. 

2. Whether the district court erred by ignoring the plain language of 

RICO in holding that associated-in-fact corporations may constitute an "enterprise" 

under 1 8 U.S.C. 5 1 961 (4). 



3. Whether the district court erred by ruling that there is a reasonable 

likelihood that each defendant will commit future RICO violations in light o c  

among other things, legal restrictions already imposed by settlements with the 

States barring such conduct. 

4. Whether .the district court erred by imposing remedies without 

specifically identifying which alleged schemes or racketeering acts violated RICO. 

The second set of issues challenges the specific schemes alleged by the 

government: 

1.  Whether the district court erred by holding that defendants committed 

fiaud in using low tar descriptors that were authorized by the FTC and protected by 

the First Amendment and in enjoining the use of low tar descriptors in foreign 

nations. 

2. Whether the district court erred by finding that statements that were 

neither material nor intended to deprive anyone of money or property could 

constitute criminal mail or wire fiaud. 

3 .  Whether the district court erred by finding fraud and imposing 

remedies relating to ETS and addiction where defendants' statements on those 

issues were legitimate expressions of opinion. 

4. Whether the district court's application of the mail and wire fraud 

statutes violated the First Amendment where statements were designed either to 



petition government agencies or legislators for relief or to present the industry's 

views in ongoing public debates about tobacco. 

The third set of issues relates to the district court's application of RICO: 

1. Whether the district court erred by finding that defendants had the 

requisite purpose and structure to comprise a RICO enterprise and that defendants 

conducted the affairs of an enterprise through the alleged predicate acts. 

2. Whether the district court erred by finding that defendants vioIated 18 

U.S.C. 5 1962(d) where its holding that defendants violated 5 1962(c) must be 

reversed. 

The final set of issues relates to the district court's remedies: 

1. Whether the district court's order that defendants issue "corrective 

communications" exceeds the court's jurisdiction under 18 U.S.C. 5 1964(a), and 

violates the Labeling Act, the First Amendment, and due process and whether 

other injunctive decrees violate due process. 

2.  Whether the district court's generalized injunctions against "false 

statements" and "acts of racketeering" are too vague to satisfy Federal Rule of 

Civil Procedure 65, the First Amendment, and due process. 

3. Whether the district court erred in applying its injunctions to non- 

party subsidiary corporations contrary to Federal Rule of Civil Procedure 65. 



STATEMENT OF THE CASE , 

A. The Filing Of This Lawsuit And Pre-Trial Proceedings 

This action is the culmination of the federal government's decade-long 

efforts to impose sweeping regulation on the tobacco industry. The hndamental 

issue raised by this suit is whether, after repeatedly failing to achieve its goals 

through the regulatory and legislative processes, the government may exploit 

RICO's civil injunction provision, 18 U.S.C. 5 1964(a), to achieve through 

litigation what it failed to achieve politically. 

This lawsuit was filed the very day that the government closed a criminal 

RICO investigation of the cigarette manufacturers without bringing charges and 

only after (1) the FDA sought unsuccessfully in 1996 to assert regulatory authority 

over cigarettes, FDA v. Brown & Williamson Tobacco Corp., 529 U.S. 120 (2000), 

and (2) Congress considered and rejected in 1998 detailed legislation that would 

have imposed many of the regulations and restrictions sought by the FDA (and by 

the government here). 

Unable to achieve its regulatory goals through proper channels, the 

government filed this lawsuit, urging an unprecedented expansion of 1964(a) to 

convert RICO into a blunt instrument to impose sweeping regulatory requirements 

upon a lawful industry. The government alleges that defendants -- virtually the 

entire domestic cigarette industry -- engaged in a five-decades-long RICO 
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"association-in-fact enterprise" both to deceive the public about (1) the health risks 

of smoking, and (2) the nature of defendants' own marketing practices. 

[DN - 274 - 21.~ The government Wher alleges that much of defendants' 

advertising, marketing, lobbying, and public relations activities over the past fifty 

years were "predicate acts" of mail and wire fraud. [DN - 274 - 82-89]. Under the 

guise of "preventing and restraining" RICO violations pursuant to 5 1964(a), the 

government sought extensive remedies, designed both to fill perceived gaps in 

legislation and regulation and to obtain disgorgement of "profits" in the amount of 

$280 billion. [DN - 274 - 921; [Op. - 131. 

In United States v. Philip Morris Inc., 396 F.3d 1190, 1198 (D.C. Cir. 2005), 

this Court held that $ 1964(a) does not permit disgorgement and confers only 

limited jurisdiction on the district court to order forward-looking remedies 

designed to "prevent and restrain" FUCO violations. This Court's decision thus 

precluded any remedies in the absence of findings that ( I )  defendants violated 

RICO, (2) defendants would likely vioIate RlCO in the hture, and (3) the remedy 

would prevent or restrain those likely future RICO violations. Id. 

2 The government also originally sought damages under the Medical Care 
Recovery Act, 42 U.S.C. 9 265 l(a), and the Medicare Secondary Payer Act, 42 
U.S.C. 8 1395y(b)(2). [DN 274 49-73]. The district court dismissed those 
claims. See Unired States v>hi& Morris Inc., 156 F. Supp. 2d 1,7-8 (D.D.C. 
200 1); United States v. Philip Morris Inc., 1 1 6 F. Supp. 2d 13 1,144-46 (D.D.C. 
2000). 



B. The Trial 

While defendants' appeal on disgorgement was pending, the district court 

proceeded to trial. Although 5 1964(a) allows only forward-looking remedies to 

address likely future violations, the government's evidence focused 

overwhelmingly on conduct that occurred decades ago -- much of which concerned 

people no longer employed by the companies (or even alive), trade organizations 

that no longer exist, and scientific issues that defendants have not disputed for 

years. 

We do not attempt to summarize the entire massive trial record here, most of 

which is irrelevant to the issues raised in this appeal. Specific facts are discussed 

as needed throughout the brief. We briefly review below the government's 

primary allegations. 

The government argued that defendants constituted a RICO "association-in- 

fact" enterprise, existing over the course of nearly half a century to operate 

criminal racketeering schemes. The government alleged that defendants through 

this enterprise engaged in seven schemes of fraud. The government elaborated on 

each scheme in its opening statement: 

The Health Risks of Smoking and ETS. "[Dlefendants have 
fraudulently denied that smoking and exposure to smoke causes cancer 
and other serious diseases in smokers and nonsmokers and have 
fraudulently maintained that whether smoking or exposure to 



secondhand smoke causes disease is an open question." 
[912 1 104-Tr.-421. 

Independent Research. "Defendants falsely stated that they would 
sponsor independent disinterested research into the health effects of 
smoking and communicate these results to the public." 
[912 1104-Tr .-431. 

Addiction. "[Dlefendants have fraudulently denied that smoking is 
addictive and that nicotine is the addictive drug in cigarettes primarily 
responsible for that addiction." [9/2 1 I04 - Tr. - 431. 

Nicotine Manipulation. "Defendants have fraudulently ... denied that 
they manipulate nicotine." [9/21104 - Tr. - 431. 

Low Tar Cigarettes. "Defendants have fraudulently marketed filtered 
and light or low tar cigarettes as less hazardous than full flavored 
cigarettes, despite having substantial evidence that these light 
cigarettes are unlikely to be any less hazardous." [9/21/04 - Tr. - 441. 

Youth Marketing. "Defendants have marketed cigarettes to young 
people, while fraudulently denying that they do." [9/2 1104-Tr. - 441. 

Suppression of Information. "[Dlefendants have suppressed evidence 
of their misconduct to avoid disclosure of information that could 
jeopardize their public relations positions and litigation defenses." 
[9/21104 - Tr. - 453. 

The government claimed that defendants conducted the enterprise over the 

course of five decades and identified 148 discrete "Racketeering 

Acts" -- individual mailings or wirings alleged to violate the .fraud statutes. 

[Op.-App.IIT]; [DN - 26971; [DN - 2698 - 1-21. On the eve of trial, the government 

sought to add 650 Racketeering Acts, but the district court rejected the addition as 



untimely. 26981. The government's claim of "racketeering activity," 
. . 

therefore, was limited to the original 148 alleged acts.' 

After this Court issued its disgorgernent decision during the trial, the district 

court criticized this Court's opinion: but noted that this Court had delivered a 

"body blow" to the government's case. [DN - 4906 - 21. The court bifurcated the 

presentation of evidence relating to liability and remedies to provide the 
. . 

govemment with roughly two additional months in the middle of trial to conform 

its remedies scheme with the disgorgement decision. [DN - 4906-5-61. The court 

also permitted the government to amend its expert reports on remedies. 

After both sides presented their liability-related evidence, the remedies 

phase of the trial commenced on May 2,2005. Yet, it was only ajter the trial 

ended (including the remedies phase) that the government produced the "final" list 

of remedies that i t  was requesting. Defendants objected to the government's 

3 Attached as Exhibit I ,  entitled "Disposition of Evidence Regarding Alleged 
RICO Predicate Acts of Mail and Wire Fraud," is a chart that lists the 148.alleged 
RICO predicate acts. 

The court stated that it found itself "in the peculiar and extremely uncomfortable 
position of interpreting the scope of an appellate decision which, in the words of 
Judge Tatel's dissent, 'ignores controlling Supreme Court precedent, disregards 
Congress's plain language, and creates a Circuit split -- all in deciding an issue not 
properly before [the appellate court]."' [DN - 4906 - 41. 



proposed remedies on a variety of grounds, including the lack of a hearing, and 

submitted an offer of proof outlining the evidence they would have offered if the 

government had disclosed those remedies before the close of evidence. 

[DN-56571. However, the district court held no hrther hearing on the propriety or 

feasibility of the government's belatedly requested remedies. 

C. The District Court's Judgment 

Fifteen months after the trial ended, the district court issued a 1,653-page 

opinion ruling that defendants had violated 18 U.S.C. 5 1962(c) and (d). The great 

majority of the opinion addressed conduct from decades ago, and the decision 

reproduced large sections of the government's proposed findings verbatim, 

complete with the government's typographical errors.' Indeed, over 80% of the 

court's findings were simply copied from the government's proposed findings; in 

the "enterprise" section, 90% of the court's findings were taken verbatim from the 

government's proposals. 6 

5 Compare, e.g., [Op 1301(7 3542)], with WSPFF - 493(7 732)J; [Op.-1304(fi 
3552) 1, with [ u s P F F - ~ ~ ~ ( ~  - 747)l. 
6 To analyze the district court's opinion in comparison to the proposed findings of 
fact submitted by the government, defendants utilized a computer program known 
as "WCopyfind," which is described and can be downloaded at 
http://plagiarisrn.phy.virginia.edu/Wsoftw.htm. This program is designed to 
"find documents that share large amounts of text," Upon request, defendants will 
provide the back-up data applying this software. 



The district court's word-for-word reproduction of the government's . 

proposed findings led to serious deficiencies that the court itself acknowledged. 

For example, the court warned that, on i60ccasions, some individual factual 

findings may appear unclear or inconsistent with other factual findings. In those 

instances, the Conclusion to that section will contain the Court's final Findings, 

and its reasons for reaching them." [Op. - 61. Remarkably, the court also warned in 

its Findings of Fact that its use of the word "enterprise" "d[id] not imply that 

Defendants' activities meet the statutory definition contained .in 1 8 U. S.C. 

8 1961 (4)." [Op,15-n.81. Yet, in its Conclusions of Law, the court supported its 

holding with respect to the "enterprise" requirement only by citing broad sections 

of those very findings of fact. [Op. - 1530-361. 

The district court found that defendants had engaged in nearly all of the 

schemes alleged by the [Op. - 1501-021. However, though the court 

stated that unspecified statements by defendants were "false" or "fraudulent," it did 

not address whether any of the 148 specific predicate racketeering acts alleged by 

the government violated the fraud statutes. Nor did the court find that any 

particular scheme alleged by the government violated RICO. Rather, the court 

- 

7 The court found that the government had failed to prove its claim relating to the 
alleged failure to research and develop less hazardous products -- a subset of the 
a1,leged scheme concerning independent research. [Op. - 65 5-7403. 



merely held that the individual schemes "must be viewed in the context of the 

entire scheme to defraud" and that the court need only find "that the defendant 

devised a scheme intended to defraud which included one or more of the individual 

component schemes alleged." [Op. - 15021. In other words, the court suggested 

that it had found that at least one of the alleged "schemes" constituted 

"racketeering activity," but did not anywhere identify which so qualified or which 

of the 148 alleged racketeering acts were the basis for liability. Id. The court also 

did not identify even a single employee of defendants who had the specific intent 

to defiaud required for mail and wire fiaud, instead inferring specific intent based 

on '?he company's collective knowledge." [Op. - 15801. 

The district court accepted the government's allegation of an enterprise, 

c'comprised of a group of business entities and individuals associated-in-fact, 

including Defendants to this action." [Op.-15281. The court found that the 

enterprise has operated continuously since 1953, when its members agreed to issue 

an advertisement acknowledging scientific studies linking smoking to lung cancer 

and promising to fund additional research on the issue. [Op. - 24-26, 1534-351. 

The court found that "the Enterprise created and used formal and informal entities, 

many with overlapping participants and purposes to serve [its] central mission." 

[Op.-15321. The court did not identify a "core of constant personnel" that formed 



the enterprise and instead referred to the "organization of the Enterprise" as a n  ' 

"amoeba" that "changed its shape to fit its current needs." [Op,15323. 

The district court also concluded that it could infer from defendants' "past 

conduct aIone" that they were likely to violate RlCO in the hture. [Op.-16021. 

Notwithstanding the government's burden of proof on this issue, the court 

disregarded consent judgments already imposing extensive injunctions and other 

prohibitions on defendants on the ground that they did not make it "absolutely 

clear that the allegedly wrongful behavior could not reasonably be expected to 

recur." [Op,1609 n .46] (emphasis added). The court concluded that the mere 

possibility that defendants might have "temptations" or "opportunities" to resurrect 

the enterprise or "take similar unlawfbl actions in order to maximize their 

revenues," [Op. - 16021, sufficed to impose injunctive relief, even though the court 

failed to find any joint activity (let alone any RICO enterprise) for the past eight 

years. 

The district court then imposed broad remedies. The court ordered 

defendants to remove "light" and "low tar" descriptors (that are used to refer to 

cigarettes that measure lower in tar and nicotine according the FTC7s standardized 

methodology) from cigarette brand names and packages. [Order-3-41, The court 

ordered "~orrective~~ statements regarding "(a) the adverse health effects of 

smoking; (b) the addictiveness of smoking and nicotine; (c) the lack of any 



significant health benefit from smoking [low-tar cigarettes]; (d) Defendants' , . 

manipulation of cigarette design ... ; and (e) the adverse health effects of exposure 

to secondhand smoke." [Order - 41. The court ordered that these statements be 

published in newspapers and on television, and placed on cigarette packages and 

point-of-sale advertising in hundreds of thousands of retail outlets. [Order-5-91. 

The district court also permanently enjoined defendants from: 

"committing any act of racketeering, as defined in 1 8 U.S.C. 
8 1961 (I), relating in any way to the manufacturing, marketing, 
promotion, health consequences or sale of cigarettes in the United 
States," [Order - 21 and 

"making, or causing to be made in any way, any material false, 
misleading, or deceptive statement or representation, or engaging in 
any public relations or marketing endeavor that is disseminated to the 
United States public and that misrepresents or suppresses information 
concerning cigarettes." [Order-31. 

By separate post-judgment motion, defendants requested clarification of the 

scope of the general injunctive relief and asked the district court to clarify that its 

remedies did not apply to conduct (including by non-party subsidiaries) occurring 

wholly in foreign countries. [DN - 57431. Seven months later, the court held that it 

did intend to ban defendants from using low tar descriptors even in foreign 

countries, irrespective of those countries' own policies and regulations, but refused 

to clarify the specific meaning of its general injunctions. [DN - 58001. The court 

ruled that it needed to leave those injunctions open-ended because "it would be 



impossible to foresee what the ingenuity and creativity of Defendants' cadres of. 

sophisticated lawyers could 'think of next."' [DN - 5800-41. 

INTRODUCTION & SUMMARY OF ARGUMENT 

This appeal asks whether RICO provides a vehicle for the judiciary to 

substitute its policy judgments for those of Congress and the F'TC by imposing 

broad new regulations on the sale and marketing of cigarettes, masked in the form 

of "injunctions" to prevent future NCO violations. Such an unprecedented and 

radically expansive use of NCO is preciseIy what a growing number of courts 

have described as "something quite different from the conceptions of its enactors, 

warranting concerns over an unbridled reading of the statute." Scheidler v. 

National Organization For Women, Inc., 537 U.S. 393,421 (2003).' 

The district court was able to convert RICO into a vehicle for judicial 

regulation only by, among other things: (1) eliminating the requirement of proving 

specific intent to defraud under the fiaud statutes, (2) declaring that the major 

corporate competitors in a legal industry could be an "enterprise," (3) inferring a 

likelihood of fbture RICO violations in the face of existing injunctions and related 

See also Sedima, S.P.R.L. v. Imrex Co., 473 U.S. 479,500 (1985) (same). At 
least one judge in this Court has also recognized the dangers from an overly broad 
interpretation of RTCO. See, e.g., Sentelle, David, Civil MCO: The Judges ' 
Perspective and Some Notes on Practice for North Carolina Lawyers, 12 Campbell 
Law Rev. 145 (Spring, 1990). 



prohibitions enforceable by the Attorneys General of 50 States - prohibitions that 

already bar any conduct that could violate RICO, (4) ignoring the FTC's policy of 

requiring manufacturers to use the FTC's own machine method to measure and 

report tar and nicotine yields and the FTC's approval of the use of the descriptors 

"lights'' and "low tar" if substantiated by that test method, and (5) holding that 

defendants' statements amounted to criminal h u d  even though they were not 

designed to deprive consumers of money or property and were not material to 

consumers' purchasing decisions. These fundamental legal errors -- and others as 

set forth below -- distorted RICO beyond anything contemplated by Congress and 

require reversal of the judgment. 

First, although the alleged "predicate acts" underlying the government's 

RICO claim were all violations of the mail and wire fkaud statutes, the district 

court did not require any showing of "fraud" at all. The crux of any fraud claim is 

scienter. To establish that a corporate defendant has a specific intent to defiaud, 

the government must prove that some agent or employee of the defendant actually 

acted with a specific intent to dehud. Saba v. Compagnie Nationale Ai r  France, 

78 F.3d 664,670 n.6 (D.C. Cir. 1996). The court nullified this requirement by 

holding defendants liable wi.thout finding that even a single person made any 

statement he or she believed to be false. Instead, at the government's express 

request, the court cobbled together the allegedly conflicting beliefs of different 
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employees of the same corporation at different times to create a fictional 

"collective corporate intent" to commit fraud -- an intent that was not shown to 

have existed in any real person. 

Second, the district court converted the leading manufacturers in the United 

States cigarette industry into a RJCO "enterprise" by adopting a type of 

"association in fact" never contemplated by Congress. RICO defines an 

association-in-fact enterprise as "any union or group of individuals associated in 

fact although not a legal entity." 18 U.S.C. 5 1961(4) (emphasis added). An 

industry comprised of corporations cannot constitute a "union or group of 

individuals associated in fact," because corporations are not "individuals" within 

the meaning of RICO. The court was also unable to explain or establish how these 

competing corporations formed a distinct "enterprise
yy 

with a separate, continuous 

"organization" and "common purpose" -- as required by RICO. The alleged 

"common purpose" was nothing more than to "maximize profits for the tobacco 

industry" -- a goal no different from the individual objective of each defendant (or 

any for-profit corporation for that matter). If there is to be any limitation at all on 

the application of RICO, parallel conduct and the existence of a profit motive 

cannot possibly be sufficient to give rise to a RICO enterprise. 

Third, the district court only has limited jurisdiction under 5 1 964(a) to 

impose injunctions designed to "prevent and restrain" reasonably likely hture 
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RICO violations. See 18 U.S.C. 4 1964(a). Thus, even assuming that there used to 

be a RICO enterprise -- and there was not -- the undisputed fact is that all of the 

lobbying and trade associations cited by the court as evidence of such an enterprise 

were disbanded at least eight years ago and no similar organization can be 

reconstituted in light of injunctions and related prohibitions that are enforceable in 

every state under the landmark MSA and other agreements. Furthennore, the 

MSA and related agreements impose a broad array of additional restrictions 

barring fiaudulent conduct, and neither the government nor the court explained 

how it is reasonably likely that defendants could violate MCO in the future in light 

of those restrictions. Because the government did not even try to satisfy its burden 

of proof on this issue, no 4 1964(a) remedy is permissible. See, e-g., Comfort Lake 

Ass 'n V. Dresel Contracting, Inc., 138 F.3d 35 1 (8th Cir. 1 998). In addition, 

defendants long ago abandoned the positions that the government contended were 

fraudulent, and their public positions simply cannot be undone. Indeed, one 

defendant -- BWTC -- has since become the passive holding company, BWH. 

Accordingly, there is no ongoing fraudulent activity -- and no likely RICO 

violation -- to enjoin. 

Further, even assuming that a hture NCO enterprise could somehow exist 

in the face of the MSA injunctions and the government's failure to prove a 

likelihood of fbture RICO violations, all the remedies entered below are still 



facially improper because the court's 1,653-page opinion never: identifies which of 

the various alleged schemes or racketeering acts actually amounted to a violation 

of the mail and wire fiaud statutes or RICO. Without the identification of any past 

or current FUCO violation, a court cannot determine either whether there is a 

"causal connection between the conduct enjoined or mandated and the violation 

found," United States v. Microsoft, 253 F.3d 34, 104-05 (D.C. Cir. 2001), or 

whether any ordered relief is properly tailored to prevent and restrain a future 

FUCO violation. 

Fourth, in its disregard of the deference owed to the policy-making authority 

of other branches of government, the district court found that defendants' use of 

the descriptors "light" or "low tar" to refer to certain cigarettes' tar and nicotine 

yields under the FTC's mandated measurement methodology was fraudulent even 

though the descriptors have been expressly approved by the FTC and, indeed, even 

though the FTC determined that the yield measurements were so important to 

consumers that it required this information in all product advertising. By 

penalizing FTC-approved conduct, the court, in violation of well-established law, 

used a general statute to trample the specific policy and scientific judgments of an 

expert independent agency. 

More generally, pursuant to the "specific intent" requirements described 

above and well-established "materiality" requirements, Congress carefully limited 
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the reach of the fraud statutes to instances where defendants' alleged fraudulent , 

statements were made with the purpose and effect of depriving consumers of 

money. Yet, the district court dramatically expanded these statutes by interpreting 

them as prohibiting the industry's statements made, not to induce consumers to 

purchase, but in response to various public and regulatory coxltroversies 

surrounding the industry. Under the court's analysis, an industry's responses to 

private critics or proposed goverament regulation, even on matters of ongoing 

scientific debate (such as the health effects of ETS) or matters that would not seem 

to affect consumers' purchasing decisions (such as denials of marketing to youth), 

may be subject to criminal sanctions without any evidence that the challenged 

statements were made to deceive consumers or were relied upon by consumers. It 

is clear that Congress did not enact, and that the First Amendment would not 

permit Congress to enact, a law that so criminalized one side of an ongoing 

legislative and public debate because the industry's opinions differed from the 

government or "consensus" view. 

Finally, in addition to the flaws described above, the district court's 

remedies were improper for a number of reasons. The court ordered "corrective" 

communications that exceed its remedial powers under 6 1964(a), conflict with 

Microsoft's holding that a defendant has a due process right to be heard on 

potential remedies before they are imposed, and violate the First Amendment, the 
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Labeling Act, and due process. The court also erred in entering vague injunctions 

that provide no guidance other than telling defendants not to commit racketeering 

or engage in misrepresentations. The court .then compounded these errors by 

applying its remedial order to non-party subsidiaries of defendants, violating Fed. 

R. Civ. P. 65(d) and due process. 

Reversal is necessary because this case presents an extreme example of 

judicial overreaching that cannot be squared with the record, precedent, or the 

plain language of the relevant statutes. 

STANDARD OF REVIEW 

This Court reviews de novo the district court's rulings on questions of law, 

Eldred v. Reno, 239 F.3d 372,374 (D.C. Cir. 2001), on the likelihood of future 

violations, SEC v. Bilzerian, 29 F.3d 689,695 (D.C. Cir. 1994), and on its failure 

to provide an evidentiary hearing on disputed facts relating to the government's 

requested remedies, Microsop, 253 F.3d at 101-03. To the extent not predicated on 

legal error, the district court's imposition of remedies is reviewed for abuse of 

discretion. Id. at 106. 

This Court normally reviews factual findings only for clear error, but many 

of the findings here involve constitutionally protected statements on important 

public controversies or proposed regulation that must be reviewed de novo. In 

Bose Corp. v. Consumer's Union of United States, 466 U.S. 485 (1984), the 
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Supreme Court stated: "In cases raising First Amendment issues, we have 

repeatedly held that the appellate court has an obligation to 'make an independent 

examination of the whole record' in order to make sure that 'the judgment does not 

constitute a forbidden intrusion on the field of free expression."' Id. at 499 

(citations omitted). In such cases, the "clearly erroneous standard of Rule 52(a) of 

the Federal Rules of Civil Procedure does not prescribe the standard of review to 

be applied," and "[aJppellate judges ... must exercise independent judgment." Id.; 

. see also Lee v. Dep 't of Justice, 41 3 F.3d 53,159 (D.C. Cir. 2005); United States v. 

AmirauN, 173 F.3d 28,32 (1 st Cir. 1999); United States v. Scarf, 263 F.3d 80,91 

(3d Cir. 2001); McCoy v. Stewart, 282 F.3d 626,629 (9th Cir. 200l).~ 

Moreover, to the extent that Rule 52's "clearly erroneous" standard applies, 

this Court should review the judicial findings "with particular, even painstaking, 

care," because the district court's findings were overwhelmingly adopted verbatim 

- - 

9 In FTC v. Brown & Williamson Tobacco Corp., 778 F.2d 35 (D.C. Cir. 1985), 
this Court stated that i t  was "reluctant ... to extend Bose" to the FTC "false 
advertising" claim brought there because "Bose itself suggests that commercial 
speech might not merit the same approach as set out therein for libel cases." Id. at 
41. That decision is inapposite here because this is a civil fraud case, not a'FTC 
false advertising case, and the Bose Court expressly stated that fraud claims have a 
direct "kinship" to the type of defamation claim at issue in Bose, 466 U.S. at 502. 
See also Madigan v. Telemarketing Associates, 534 U.S. 600,62 1 (2003). 
Moreover, the vast majority of the speech at issue here is not commercial speech 
like advertising, but involves statements on important public controversies andlor 
proposed legislation or regulation. See infu at IX. 



from the government's proposals. 5. Pac. Commc'ns v. AT&T, 740 F.2d 980,983.- 

84 (D.C. Cir. 1984); see also Valentine v. United States Postal Sew., 674 F.2d 56, 

60-61 & n.2 (D.C. Cir 1982). Finally, the government must prove all the elenients 

of fraud by clear and convincing evidence. Armstrong v. Accrediting Council Con. 

Educ. & Training, Inc., 961 F. Supp. 305,309 (D.D.C. 1997); see also Shepherd v. 

M C ,  62 F.3d 1469, 1477 (D.C. Cir. 1995) ("proof of civil fraud in general ... 

requires clear and convincing evidence"). 

ARGUMENT 

PART ONE: OVElRARCHING LEGAL ERRORS 

To establish a RICO violation, the govenvnent was required to prove that 

( 1) defendants were either employed by or associated with an "enterprise"; (2) 

defendants participated in the "conduct of such enterprise's affairs"; and (3) 

defendants each did so through a "pattern of racketeering activity" -- i. e., through a 

pattern including at least two acts of "racketeering" (or two "predicate acts"), the 

last of which occurred within ten years of a prior racketeering act. 18 U3.C 

$8 1962(c), 1961(5). 

This Court need not delve into the district court's lengthy fact-finding 

because of four straightforward legal errors with respect to these requirements, 

each of which warrants reversal of the judgment. First, the district court's finding 

that defendants committed mail and wire fraud is predicated on an erroneous 



"collective intent" standard that has been rejected by this Court as well as every 

appellate court that has addressed it. Second, the court erroneously concluded that 

a corporation can be held liable as part of a lUCO "association-in-fact" enterprise 

despite the plain language of the statute. Third, in concluding that defendants were 

likely to commit future RICO violations -- a prerequisite to the injunctive relief 

here -- the court applied an erroneous legal standard and disregarded the 

intervening injunctions already in place. Finally, the court's remedies are not 

tailored to any identified RICO violation. 

I. THE DISTRICT COURT ERRED AS A MATTER 
OF LAW IN FINDING SPECIFIC INTENT TO DEFRAUD 

The only "racketeering activity" alleged by the government were violations 

of the mail and wire fraud statutes, 18 U.S.C. $6 1341 and 1343. [DN - 5606-41. 

As the district court recognized, an act of mail or wire fraud requires proof of 

specific intent to defraud. [Op.-15701; see also United States v. Winstead, 74 F.3d 

131 3, 13 17 (D.C. Cir. 1996); United States v. Lemire, 720 F.2d 1327, 1334-35 

(D.C. Cir. 1983). Specific intent requires the government to show that the 

defendant "knowingly does an act which the law forbids, intending with bad 

purpose, either to disobey or disregard the law." United States v. Rhone, 864 F.2d 

832,834 (D.C. Cir. 1989) (quoting District of Columbia Bar Ass'n Criminal Jury 

Instructions, No. 3.01, at 115 (3d ed. 1978)). Good faith negates any specific 



intent to defraud. See, e.g., United States v. Young, 470 U.S. 1,32 (1985) 

(Brennan, J., joined by Marshall and Blaclcmun, JJ., concurring in part and 

dissenting in part); S. Atl. Ltd. P 'ship of Tenn., LP v. Riese, 284 F.3d 5 18, 53 1 (4th 

Cir. 2002). Therefore, the government must prove "a plan to obtain money by 

making knowingly false, material statements with the intent to defraud." United 

States v. King, 257 F.3d 101 3, 1021 (9th Cir. 2001); see also Williams v. Aztar Ind. 

Gaming Corp., 351 F.3d 294,299 (7th Cir. 2003); United States v. Mann, 884 F.2d 

532,536 (10th Cir. 1989); cf: Day v. Avery, 548 F.2d 1018, 1025 (D.C. Cir. 1976) 

("conscious misrepresentation of a material fact" required for common law fraud). 

The government did not even attempt to prove that any agent or employee of 

defenda~ts had such intent. Instead, the government took the tactical position that 

the speaker's intent was "immaterial" because specific intent could be proven 

through defendants' "collective knowledge": 

[OJur proof will not focus on whether, if we are looking 
at a particular statement which we are alleging to be 
falsely and knowingly made, we are not going to focus 
on evidence that that particular [corporate] representative 
knew or believed the statement to be false because that's 
immaterial. Rather, the government's proof will rest on 
the collective knowledge of the defendants' corporations' 
officers, employees, agents and representatives. 

[9/2 1 I04 - Tr. - 391. 



The district court adopted the government's approach, concluding that each 

defendant acted with specific intent based on the erroneous belief that "specific 

intent may be established by the collective knowledge of each defendant and of the 

enterprise as a whole." [Op.-15771. Indeed, at times the court used the 

"bowledge" of other employees long afier the challenged statement was made." 

The court's specific intent conclusion is error, and the government's failure of 

proof under the correct standard requires the entry of judgment for defendants. 

Where, as here, the defendants are corporations, this Court and others have 

consistently held that the required mens rea must reside in a specific corporate 

employee: 

Within either corporation, of course, the negligent acts of 
employees can be fairly imputed to the corporation. 
Individual acts of negligence on the part of 
employees -- without more -- cannot, however, be 
combined to create a wrongful corporate intent. In 
United States v. Bank of New England, 82 1 F.2d 844 (1 st 
Cir.), cert. denied, 484 U.S. 943 [I (1 987), for example, 
corporate knowledge of certain facts was accumulated 
from the knowledge of various individuals, but the 
proscribed intent (willfilness) depended on the wronaful 
intent of specz9c employees. 

l o  For example, the only evidence cited by the court that a 1975 "Quit or smoke 
True" advertisement (RA 37) was fraudulent was a statement by an employee 26 
years later. [Op. - 7931. 



Saba v. Compagnie Nationale Air France, 78 F.3d 664,670 n.6 (D.C. Cir. 1996) 

(emphasis added). 

Other circuit courts agree that, to establish a corporation's specific intent, it 

is "appropriate to look to the state of mind of the individual corporate official or 

officials who make or issue the [allegedly fraudulent] statement ... rather than 

generally to the collective knowledge of all the corporation's officers and 

employees." Southland Sec. Corp. v. IMSpire Ins. Solutions Inc., 365 F.3d 353, 

366-67 (5th Cir. 2004); see also Dana Corp. v. Blue Cross & Blue Shield Mut., 900 

F.2d 882,886 n.2 (6th Cir. 1990); Nordstrom, Inc. v. Chubb & Son, Inc., 54 F.3d 

1424, 1435-36 (9th Cir. 1995); Woodmont, Inc. v. Daniels, 274 F.2d 132, 137 (10th 

Cir. 1959).11 Saba is also consistent with the common-law rule that the state of 

mind necessary for liability "must actually exist in the individual making (or being 

a cause of the making of) the misrepresentation, and may not simply be imputed to 

that individual on general principles of agency." Southland, 365 F.3d at 366.12 

I 1  See also AIG Global Sec. Lending Corp. v. Banc of Am. Sec. LLC, 2006 WL 
1206333, *3 (S.D.N.Y. May 2,2006); In re Apple Computer, Inc., Sec. Litig., 243 
F .  Supp. 2d 10 12, 1023 (N.D. Cal. 2002); Lind v. Jones Lung LaSalle Ams. Inc., 
135 F. Supp. 2d 6 16,622 n.6 (E.D. Pa. 200 1); Cutter v. E.I. du Pont de Nemours, 
124 F. Supp. 2d 1291, 13 1 1 (S.D. Fla. 2000); Louisiana Power & Light Co. v. 
United Gas Pipe Line Co., 642 F. Supp. 78 1,803 (E.D. La. 1986). 
12 See also In re Alphama Inc. Sec. Litig., 372 F.3d 137, 149-53 (3d Cir. 2004); 
Kushner v. Beverly Enters., Inc., 3 17 F.3d 820,827-30 (8th Cir. 2003). 



A few cases have suggested that, when corporate Knowledge is at issue, it 

can be shown through the cumulative knowledge of the corporation's employees. 

See, e-g., United States v. Bank of hkw England, 82 1 F.2d 844,856 (1 st Cir. 1987) 

(cited by the district court, see [Op. - 15751). Even assuming those decisions are 

correct, a fraudulent intent cannot be "created" or "inferred" where none in fact 

exists merely by combining the knowledge of different employees; at least one 

employee must be shown to have acted with the specific intent to defraud. Saba, 

78 F.3d at 670 n.6. Indeed, Bank of New England itself recognized that corporate 

intent could be found only if a specific employee had the requisite intent: "[tlhe 

bank is deemed to have acted willfully ifone of its employees in the scope of his 

employment acted willfully." 821 F.2d at 855 (emphasis added).13 

It is especially inappropriate to relax the "specific intent" requirement under 

criminal statutes such as mail and wire fraud or RICO. "RICO, because it has 

criminal as well as civil applications, must possess the degree of certainty required 

for criminal laws." Yellow Bus Lines, Inc. v. Drivers, Chauffeurs & Helpers Local 

13 See also Woodmont, 274 F.2d at 137 ("while in some cases, a corporation may 
be held constructively responsible for the composite knowledge of a13 of its agents 
... we are unwilling to apply the rule to fix liability where, as here, intent is an 
essential ingredient of tort liability.") (emphases added); First Equity Corp. v. 
Standard & Poor 's Corp., 690 F .  Supp. 256,260 (S .D.N.Y. 1988) (same), a f d ,  
869 F.2d 175 (2d Cir. 1989); United States v. LBSBank-N 1, Inc., 757 F .  Supp. 
496,501 n.7 (E.D. Pa. 1990) (same). 



Union 639,913 F.2d 948,956 (D.C. Cir. 1990) (en banc), ovemled on other 

grounds, Reves v. Emst & Young, 507 U.S. 170 (1 993). The rule of lenity requires 

that the intent requirement applies "only to conduct clearly covered." United 

States v. Lanier, 520 U.S. 259,266 (1 997). 

Here, the district court acknowledged that "the courts, including our Circuit, 

have uniformly rejected the theory of collective intent that the Government 

advocates." [@.-I 5793. Nonetheless, it erroneously concluded that "a company's 

fraudulent intent may be inferred from all of the circumstantial evidence including 

the company 's collective knowledge." [Op.- 1 5 801 (emphasis added). The court 

expressly held that it could infer corporate "intent" from collective knowledge 

"even if it is impossible to determine the state of mind of the individual agent or 

officer at the time." Id. Indeed, the court went even further and found intent based 

on the "collective knowledge" of the entire "enterprise," by imputing the 

knowledge of an employee of one defendant to the employee of another defendant. 

[Op.-1577-781. However, there is simply no difference between the court's 

approach of "inferring" fraudulent intent from "collective knowledge" and the 

theory of collective intent repeatedly rejected by this Court and others. 

Because the government made the tactical decision not to pursue proof of 

any individual corporate employee's specific intent, the district court did not 

identify any agent ox employee of any defendant who acted with specific intent. 
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Surely a few such specific examples could have been readily established if 

defendants truly had embarked on a 50-year-long pattern of "consciously deceiving 

the American public," particularly since the alleged "authors of the fraudulent 

statements" were "high level" executives who "would reasonably be expected to 

have knowledge of the companies' internal" contradictory statements that the 

executives allegedly believed. [Op. - 1 58 1-82]. Lacking such proof, .the court 

instead pointed to, for example, TI'S statements that there was an "'open question' 

regarding whether smoking or nicotine is addictive." [Op,1581]. But the only. 

thing that made defendants' executives approval of these TI statements hudulent, 

according to the court, was that "their companies had [collective] knowledge both 

that smoking and nicotine are addictive." Id. (emphasis added). This is just a 

restatement of the flawed "collective intent" standard. 

The district court's rule also conflicts with basic principles of respondeat 

14 superior. Under that doctrine, if all elements of the crime or tort are not proven 

as to an employee, nothing can be attributed to the principal. Jordan v. Medley, 

71 1 F.2d 21 1,217 (D.C. Cir. 1983) (Scalia, J.) ("[Vjicarious liability of the 

principal can hardly be sustained if the agent was not properly found to have 

14 It is an open question as to whether the doctrine of respondeat superior even 
applies to RICO. Cedric Kushner Promotions, Ltd. v. King, 533 U S .  158, 165-66 
(2001) (reserving issue of whether respondeat superior applies to RICO). 



committed the tort."). Here, the court's approach to "specific intent'' violated the 

respondeat superior doctrine by attributing intent to the corporation not based on a 

single employee's intent but by (1) aggregating all the knowledge of all employees 

of all the alleged participants in the enterprise and then (2) inferring from this 

fictitious collective knowledge a fictitious "intent." That is, the court imputed the 

knowledge or beliefs of one employee to another employee -- the public speaker -- 

to manufacture the proscribed intent. It is grossly improper, and a violation of due 

process and the First Amendment, to attribute to a public speaker the inconsistent 

views of another cherry-picked employee in order to create a fictiohal proscribed 

intent for which the corporation is liable. See infia at 1 13-14. 

The district court stated that its "collective intent" standard was necessary to 

prevent a corporate defendant from "avoid.[ing] liability by simply dividing up 

duties to ensure that fraudulent statements were only made by ... uninformed 

employees." [Op. - 15801. This concern is unfounded; specific intent can be 

established by showing that one individual knowingly or through reckless 

disregard caused another to make a misrepresentation. See Southland, 365 F.3d at 



366 n.8. Thus, if someone at a corporation manufactured willful blindness in this 

way, it would satisfy specific intent.'' 

Nor is there any merit to the district court's fear that following the orthodox 

rule "would create an insurmountable burden for a plaintiff in corporate mail and 

wire fraud cases." [Op.-1579-80). Plaintiffs have long been required to prove 

corporate liability by showing that a specific employee or agent acted with 

fraudulent intent, yet no court has suggested that this requirement created an 

"insurmountable burden." The fact that the government alleged the existence of a 

five-decade, ongoing criminal enterprise wholly unprecedented under RICO 

certainly does not relieve it of the evidentiary requirements imposed on those 

seeking to establish a discrete corporate fraud. 

The district court's rule would, conversely, eviscerate the specific intent 

requirement for corporate defendants. These defendants, like many corporations, 

have tens of thousands of employees with differing knowledge and differing 

opinions. A plaintiff will almost always be able to splice together statements by 

15 The court also found a "reckless disregard for the truth of [defendants'] public 
statements," but that finding was "evidence[d]" only by defendants' "statements" 
themselves, which the court conclusorily .asserted were inconsistent with the 
"collective knowledge" of the defendant corporations. See, e.g., [Op.-1582-831. 
This, of course, simply assumes the conclusion that defendants' spokespersons 
knew of, agreed with, and disregarded the allegedly inconsistent statements and is 
just another way of stating the legally erroneous "collective corporate intent" 
standard. 



company personnel to create a conflict between the internal statements of one . 

employee and the public statements of another, from which a court could infer a 

"collective intent" to defraud. But as the Seventh Circuit recently recognized, 

"that one or more subordinates reached one or another conclusion does not 

demonstrate that '[a corporation] thought' anything in particular." R.' Reynolds 

Tobacco Co. v. Cigarettes Cheaper!, 462 F.3d 690,701 (7th Cir. 2006). 

Because there is no finding or proof that any individual acted with specific 

intent to defraud, the district court had no basis to impute any "indictable" acts of 

mail or wire fkaud to any defendant to satisfy the requirements under 8 1962(c). 

11. DEFENDANTS CANNOT BE PART OF 
AN ASSOCIATION-IN-FACT RICO ENTERPRISE 

The judgment also should be reversed because the district court erred in 

ruling that defendant-corporations could constitute an "associated-in-fact 

enterprise.'' [@.-I 528-303. FUCO provides that an '"[e]nterprise7 includes 

[I] any individual, partnership, corporation, association, or other legal entity, and 

[2] any union or group of individuals associated in fact although not a legal entity." 

18 U.S.C. 5 1961(4). The court concluded that the enterprise requirement was met 

here because defendants constituted an association-in-fact enterprise under the 

second clause of 5 1961 (4). This holding misreads the statute: because defendants 



are all corporations, they cannot comprise a "union or group of individuals 

associated in fact." 

This conclusion is compelled by comparing the plain language of the two 

clauses of $ 1 96 1 (4). The first clause separately lists "any individual, partnership, 

corporation, or other legal entity." Because "corporation" is listed separately from 

"individual," a corporation cannot be an "individual" under the statute. As a result, 

the second clause's reference to a "group of individuals associated in fact" -- 

without any reference to corporations -- cannot logically encompass 

cbcorporations."'6 Indeed, for this reason, in a case recently argued before the 

Supreme Court, the government conceded that a corporation is not an "individual" 

within the meaning of 5 1961 (4). See Brief for the United States as Amicus Curiae 

Supporting Respondents at 6, Mohawklndus., Inc. v. Williams, 126 S. Ct. 201 6 

(2006). And while the Court in that case ultimately declined to address the issue, 

at oral argument a majority of justices expressed skepticism that a RlCO 

"enterprise" could include an association-in-fact of corporations, and no justice 

expressed a contrary view. See Transcript of Oral Argument, Mohawk Indus., Inc. 

v. Williams, 126 S. Ct. 2016,28-54 (Apr. 26,2006) ["Oral Argument Transcript"]. 

16 See also In re North, 12 F.3d 252,254 (D.C. Cir. 1994) ("In common usage, 
'individual' describes a natural person.") (citing dictionary definitions); Dictionary 
Act, 1 U.S.C. 5 1 (distinguishing between "individuals" and "corporations"); 18 
U.S.C. 5 1961 (3) (distinguishing between "individuals" and "entities"). 



Instead, the government argued in Mohawk that an association-in-fact of 

corporations can be a RICO "enterprise" because the statutory enumeration in 5 

1961 (4) begins with the word "includes" and therefore is not exhaustive. This too 

is wrong. 

First, it is clear that here Congress, as it often does, used the term "includes" 

to introduce an exhaustive statutory definition. See, e.g., Helvering v. Morgan 's, 

Inc., 293 U.S. 121, 125-26 (1934) (the term b'includes" introduced an exhaustive, 

not illustrative, statutory definition). That it did so is confirmed by the catch-all 

phrase "or other legal entity" in the first clause of $ 196 l(4). This phrase captures 

all the legal entities that are not ''indi~idual.[s]~ partnership[s] [or] corporation[s]" 

and therefore makes the list in the first clause exhaustive. It would be redundant to 

use the word "includes" illustratively to capture all entities not specifically 

enumerated, when the catch-all "or any other legal entity" does just that. And 

because the word "includes" is exhaustive with respect to the first clause, it is 

obviously exhaustive for the second clause as well, as the same word in one 

sentence cannot have different meanings. 

Second, identical words used in different parts of the same statute are 

presumed to have the same meaning. IBP, Inc. v. Alvarez, 546 U.S. 2 l Y 2 9  (2005). 

Here, Congress used the words "includes" or "including" five other times in the 

RICO statute, and all of these uses confirm that the word "includes" is meant to 
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introduce an exhaustive listing. For example, three other subsections of 5 1961 use. 

"includes" to introduce a statutory enumeration, and in each one, "it is 

unquestionable" that the term "includes" introduces an exhaustive list. See 18 

U.S.C. $9 1961(3); Oral Argument Transcript at 48 (Scalia, J.) (noting that the 

government "did not refute [this] point"). And finally, in the one place where the 

word "including" is used to introduce a non-exhaustive list, it is followed by the 

phrase "but not limited to." 1 8 U.S.C. 5 I 964(a) (emphasis added). 

Third, a contrary understanding of the term "includes" would strip 

Congress's careful statutory definition of meaning. If "includes" encompasses 

anything a court could arguably regard as an "enterprise," then Congress' 

definition would be essentially pointless -- something that Congress cannot be 

presumed to have done, particularly in a criminal statute and with respect to an 

unfamiliar concept like "enterprise." 

Fourth, any ambiguity in the scope of 4 1961(4) must be resolved in favor of 

defendants under the rule of lenity, see supra at 28, since 5 1961 (4)'s use of 

"includes" is "at least ambiguous." Oral Argument Transcript at 47 (Scalia, J.). 

Finally, Congress's exclusion of a "group of corporations" from the 

definition of an association-in-fact "enterprise" is fully consistent with the 

purposes of RICO. As Justice Alito has explained, RICO had "two aims": "to 

make it unlawhl for individuals to function as members of organized criminal 
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groups" and "to stop organized crime's infiltration of legitimate'businesses." 

Samuel Alito, Jr., Racketeering Made Sirnple(r), in n e  RlCO Racket 1,3-4 (G. 

McDowell ed., 1989) (emphases added). The plain language construction of 

section 1961 (4) furthers these purposes. The first clause defines an "enterprise" to 

include any "individual, partnership, corporation, association, or other legal 

entity." It thus prohibits organized crime fiom infiltrating these legitimate 

businesses or fiom starting apparently legitimate businesses to mask criminal 

activity. And the second recognizes that organized crime also acts through loose 

associations of individuals rather than the corporate form. It thus captures a "union 

or group of individuals associated in fact" -- although not a legal entity. 

Nothing in FUCO's text, legislative history, or purposes, however, suggests 

that Congress was concerned about confederations of corporations banding 

together into a RICO "enterprise." To the contrary, Congress "had no reason 

whatsoever [for criminalizing] associations ... of corporations with each other'' and 

thus "FUCO-iz[ing] ... vast amounts of ordinary commercial activity." Oral 

Argument Transcript at 44 (Breyer, J.). In other words, "Congress did not enact 

FUCO because it was concerned that criminal conspiracy law applied to 

corporations ... The whole point is that [Congress] had something significantly 

different in mind." Id. at 36 (Roberts, C.J.). 



The only case cited by the district court for the proposition that corporations 

could comprise an association-in-fact enterprise was United States v. Perholtz, 842 

F.2d 343,357 (D.C. Cir. 1988), but that case is both based on a rationale that has 

since been rejected by the Supreme Court and distinguishable. In Perholtz, two 

individuals -- not corporations -- were convicted of criminal RICO charges based 

on fraudulent bidding on government contracts. See id. at 346. The indictment, 

however, charged that the enterprise consisted of "'a group of individuals, 

partnerships, and corporations associated in fact. "' Id. at 35 1 n. 12,352. Because 

"none of the appellants objected at trial to the wording of the indictment, [the 

Court] review[ed] [this] claim under the plain-error standard" and affirmed the 

convictions. Id. at 352. In so holding, it stated "that individuals, corporations, and 

other entities may constitute an association-in-fact." Id. at 353.17 

The Perholtz Court justified this interpretation of tj 1961 (4) because it feared 

that a contrary rule "would lead to the bizarre result that only criminals who failed 

to form corporate shells . . . could be reached by RICO." Id. The court was 

concerned that a criminal defendant conducting the affairs of an "enterprise" that 

17 Other circuits have reached similar conclusions. See, e.g., United States v. 
London, 66 F.3d 1227, 1243 (1 st Cir. 1 995); United States v. Huber, 603 F.2d 387, 
394 (2d Cir. 1979). None of these decisions, however, contains any extended 
analysis of the issue, as the government conceded in Mohawk. See Oral Argument 
Transcript at 50-51 ("I would agree with [opposing counsel] that the analysis [of 
these cases] doesn't tend to be lengthy[.]"). 



was his own closely held corporation, would be so closely tied to the enterprise . 

that he would escape RICO liability. Id. at 353. But this understanding of RICO -- 

that criminals could avoid liability by forming corporations -- was recently 

repudiated in Cedric Kushner Promotions, Ltd. v. King, 533 U.S. 1 58, 165-66 

(2001). There, the Supreme Court held that the president and sole shareholder of 

the alleged corporation-enterprise can be held liable under RICO because he is 

"distinct from the corporation itself, a legally different entity with different rights 

and responsibilities due to its different legal status." Id. at 163. Thus, Cedric 

Kushner eliminated the rationale for the Perholtz ruling since a criminal acting 

through a corporate shell would be sufficiently distinct from the enterprise to be 

subject to prosecution. Consequently, Perholtz is no longer binding on this Court. 

See Tri-State Dev., Ltd. v. Johnston, 160 F.3d 528, 532 n.5 (9th Cir. 1998). 

At the very least, this Court should limit Perholtz to its facts and not extend 

it beyond "its actual holding." United States v. Kemp, 12 F.3d 1140, 1142 (D.C. 

Cir. 1994); see also Gersman v. Group Health Ass 'n, Inc., 975 F.2d 886,897 (D.C. 

Cir. 1992). Because the only defendants charged in Perholtz were natural persons, 

Perholtz at most held that natural persons who form an association-in-fact 

enterprise cannot escape liability merely because they added corporate entities to 

their association. Here, however, all defendants are corporations and are not 

covered by this holding. 
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In short, judgment should be entered for defendants because the corporations 

here cannot comprise an association-in-fact enterprise. 

111. THE DISTRICT COURT APPLTED AN ERRONEOUS 
LEGAL STANDARD TO HOLD THAT DEFENDANTS 
WIRE LIKELY TO COMMIT FUTURE RICO VIOLATIONS 

In -this civil action for an injunction, the district court has jurisdiction only to 

"prevent and restrain" hture RICO violations. 18 U.S.C. 5 1964(a). 

Consequently, the government was required to prove that defendants are likely to 

engage in "RICO violations ... in the future." United States v. Philip Morris USA 

Inc., 396 F.3d 1190, 1 198 (D.C. Cir. 2005) (emphasis in original). Here, the 

court's conclusion that defendants are likely to commit fhture RICO violations was 

premised on a flawed legal standard, which allowed it to disregard the array of 

injunctions and other prohibitions against future violations imposed by the MSA -- 

a "landmark agreement" entered between defendants and the States to settle 

lawsuits brought against the tobacco industry. Lorillard Tobacco Co. v. Reilly, 533 

U.S. 525,533 (2001). At a minimum, as a result of the MSA, the government was 

required to demonstrate exactly how future violations can be likely in the face of 

these existing injunctions -- which it plainly did not do. 

A. The District Court Applied The Wrong Legal Standard 

To obtain injunctive relief, the government must prove that "a reasonable 

likelihood of hture violations exist[s]." SEC v. First City Fin. Corp., Ltd., 890 



F.2d 121 5,1229 (D.C. Cir. 1989); see also SEC v. Commonwealth Chem. Sec., . 

Inc.,.574 F.2d 90, 100 (2d Cir. 1978) (Friendly, J.). ''No single factor is 

determinative; instead, the district court should determine the propensity for future 

violations based on the totality of the circumstances." First Ciq, 890 F.2d at 1228. . 

However, "[tlo obtain injunctive relief," the government "needs to go beyond the 

mere fact of past violations" and "offer positive proof of the likelihood that the 

wrongdoing will recur." SEC v. Blatt, 583 F.2d 1325, 1334 (5th Cir. 1978); see 

also Commonwealth Chem., 574 F.2d at 100 (same); SEC v. Kenton Capital, Ltd., 

69 F. Supp. 2d l ,15 (D.D.C. 1998) (same). 

Here, the district court applied an erroneous legal standard in holding that 

"the requisite 'reasonable likelihood' of fbture violations may be established by 

inferences drawn from past conduct alone." [Op.-16021. It then held that, once 

those past violations are established, the burden shifts to the "defendant seeking to 

escape a permanent injunction" to "demonstrat[e] that 'subsequent events made it 

absolutely clear that the allegedly wrongful behavior could not reasonably be 

expected to recur."' [Op.-1609 n.461 (emphasis added). The court deemed the 

MSA relevant only if defendants could prove that it made it "absolutely clear" that 

future violations were impossible. 



This standard is doubly flawed. First, case law makes clear that, where an 

existing consent decree already proscribes future violations, a court cannot rely on 

"inferences drawn from past conduct alone," [Op. - 16011, since the existing decree 

imposes a legal barrier to the repetition of such conduct in the future. Section 

1964(a) and the law generally presume that an existing decree or injunction will 

alter future behavior -- not, as the district court presumed, that past misconduct will 

be repeated in defiance of an existing and enforceable injunction. See Philip 

Morris, 396 F.3d at 1198; see also id. at 1204-05 (Williams, J., concurring) 

(injunctions ~ilus contempt penalties "materially alter [a defendant's] readiness to 

persist in violations"). 

For example, in Comfort Lake Ass 'n, Inc., v. Dresel Contracting, Inc., 1 38 

F.3d 351 (8th Cir. 1998), a citizen's association sued to enjoin alleged lake 

pollution. A state government agency subsequently commenced enforcement 

actions against the same defendants, resulting in a stipulation agreement and the 

termination of a permit that resolved the alleged Clean Water Act violations and 

prevented future ones. The Eighth Circuit held that the existence of this separate 

relief meant that the plaintiff could not rest on allegations of past misconduct 

alone, but rather had to demonstrate how fbture violations were likely 

notwithstanding the intervening relief: 



In these circumstances, we agree with the Second Circuit 
that the claim for injunctive relief is moot unless Comfort 
Lakes proves "there is a realistic prospect that the 
violations alleged in [its] complaint will continue 
notwithstanding" the permit termination and Stipulation 
Agreement. Atl. States Legal Found., Inc. v. Eastman 
Kodak Co., 933 F.2d 124, 127 (2d Cir. 1991). 

Comfort Lake, 138 F.3d at 355; see also United States v. Jones, 1 36 F.3d 342,348 

(4th Cir. 1998); Ellis v. Gallatin Steel Co., 390 F.3d 461,475-76 (6th Cir. 2004); 

Lhboise v. US. Dep't of Agric., 20 F. Supp. 2d 263,269 (D.N.H. 1998). These 

cases reflect the common sense "fact ... that one injunction is as effective as 100, 

and, concomitantly, that 100 injunctions are no more effective than one." Hawaii 

v. Standard Oil Co. of California, 405 U.S. 25 I, 261 (1972). 

Second, the intervening M S A  injunctions and other prohibitions also render 

erroneous the district court's decision to shift the burden to defendants to prove 

that RICO violations will not occur in the future -- and then to impose on 

defendants the requirement that they satisfy this burden under the "absolutely 

clear" test. As the two cases the court cited for that test show [Op.-1609 11-46], 

that test applies only to mootness claims based on a defendant's voluntary and non- 

binding cessation of the allegedly illegal conduct. See United Slates v. 

Concentrated Phosphate Export Ass'n, Inc., 393 U.S.  199,203 (1 968); United 



States v. KT. Grant Co., 345 U.S. 629,632 (1953).18 The obvious purpose of this 

test is "to prevent defendants fiom defeating a plaintiffs efforts to have its claims 

adjudicated simpIy by stopping their challenged actions, and then resuming their 

'old ways' once the case [becomes] moot." Boston Teachers Union v. Edgar, 787 

F.2d 12, 16 (1 st Cir. 1986). But, as Comfort Lake explains, this test has no 

application, where, as here, a defendant's future conduct is already governed by 

legally binding relief: 

[The plaintiffl argues that [defendants] must prove it is 
"absolutely clear that the allegedly wrongfbl behavior 
could not reasonably be expected to recur." But that is 
the test when a defendant claims that its voluntary action 
has mooted a controversy . . . There was nothing 
voluntary about [defendants7] compliance activities in 
this case. 

18 KT. Grant Co. itself establishes that there is a basic difference in the tests for 
determining whether defendant's voluntary cessation renders the case moot and 
whether a plaintiff is entitled to injunctive relief The Court held that the case was 
not moot because a defendant's "protestations of repentance and reform, especially 
when abandonment seems timed to anticipate a suit," do "not suffice to make a 
case moot." 345 U.S. at 632-33 & n.5. At the same time, however, the Court 
rejected the claim for injunctive relief because the plaintiff had not demonstrated 
the likelihood of future violations. See id. 



138 F.3d at 355 (emphasis in the original).'9 Because defendants' future conduct is 

governed by the MSA, the same is true here.20 

More generally, the district court also erred in holding that "the requisite 

'reasonable likelihood' of h r e  violations may be established solely by inferences 

drawn fiom past conduct alone7' without regard for current conditions. 

[Op.-16021. The court's holding contradicts the established rule that "[tlo obtain 

injunctive relief," even in cases where there is no extant decree, the government 

"needs to go beyond the mere fact of past violations" and "offer positive proof of 

the likelihood that the wrongdoing will recur." Blatt, 583 F.2d at 1334; see also 

Commonwealth Chem., 574 F.2d at 100. Likewise, it is "[tlhe movingparty [who] 

must satisfy the court that relief is needed," KT. Grant Co., 345 U.S. at 633 

(emphasis added), not, as the district court believed, the defendant (much less with 

"absolute clarity"). 

19 The cases cited by the court for the contrary conclusion, see [Op. 160 1-21 
(cross-referencing United States v. Philip Morris, 316 F. Supp 2d 6; 1 1 n.3), 
merely acknowledge that, absent a consent decree like the MSA, a defendant's past 
violations are relevant to determining the likelihood of *re violations under ,the 
totality of the circumstances. See, e.g., United States v. Local 30,871 F.2d 401, 
409 (3d Cir. 1989); First Ciw, 890 F.2d at 1228-29; SECv. Bilzerian, 29 F.3d 689, 
695 (D.C. Cir. 1994); SEC v. Gruenberg, 989 F.2d 977,978 (8th Cir. 1993). 
20 Because the "absolutely clear" test only applies when mootness stems fiom 
voluntary cessation, it would not apply to BWH's claim of mootness, which is 
predicated on the fact that BWH is incapable of future violations due to its post- 
merger status as a passive holding company. See infra at II.B.3. 



As demonstrated immediately below, under the appropriate legaI standard, 
. . 

the government did not establish the required likelihood of future violations. 

B. The Government Failed To 
Demonstrate A Likelihood Of Future Violations 

1. The Government Failed To Demonstrate How Future 
RICO Violations Are Likely Notwithstanding The MSA 

In November 1998, defendants RJR, PMUSA, Lorillard, and BWTC entered 

into the MSA with the States to settle numerous  lawsuit^.^' ~efendants agreed to a 

variety of marketing restrictions and other obligations, and to pay billions of 

dollars to the Settling States. DJS - 12391 - 18-48,55-571. The MSA is enforced 

through judicially enforceable consent decrees and reIated agreements entered in 

every state. 

The government failed to satisfy its burden of showing how a reasonable 

likelihood of hture RICO violations persists in the face of the MSA. Specifically, 

the government failed to prove that (1) there was an ongoing or likely fuhlre 

"enterprise," or (2) defendants would likely conduct the affairs of that enterprise 

through a "pattern of racketeering activity." Judgment should therefore be entered 

for defendants. 

21 The MSA was entered into with 46 states, the District of Columbia, Puerto Rico, 
and four U.S. territories. Defendants had previously entered into separate but 
similar agreements with the four other states. 



a. The MSA Prohibits A RICO "Enterprise" 

Defendants cannot be reasonably likely to commit future RICO violations 

without a future RICO enterprise. In enacting RICO, Congress did not seek "to 

outlaw the commission of the predicate acts. It sought rather to outlaw the 

commission of predicate acts only when those acts were the vehicle through which 

a defendant 'conduct[ed] or participat[ed] ... in the conduct of [the] enterprise's 

affairs."' Yellow Bus Lines, 913 F.3d at 954-55 (emphases added). Furthermore, 

this enterprise needs to be more than a mere loose association of individuals who 

purportedly committed or agreed to commit "predicate acts." Instead, the 

enterprise needs to have a defined "organization" or "structure," an element that 

this Court has emphasized "is the most difficult to show." Perholtz, 842 F.2d at 

362; see also United States v. Richardson, 167 F.3d 621,636 (D.C. Cir. 1999). 

Here, the MSA7s wide-ranging bans on joint activity by defendants made it 

incumbent upon the government to demonstrate exactly how such a requisite fbture 

RICO enterprise -- and hence future RICO vioIations -- could exist in spite of those 

bans. The government and district court completely failed to do so. 

To the contrary, the district court found that "in terms of formal 

organization," the purported "enterprise" operated through TIRC, which later 



became CTR and TI. [@,I 532-331.~~ The court further ruled that various 

committees and subcommittees of these organizations provided "structures of 

varying degrees of formality" through which the "[elnterprise [I respond[ed] as 

new threats to the industry arose." [Op. - 1533-341. 

But as the district court also recognized, because of the MSA, these 

organizations no longer exist: "TIRC/CTR, which was created in 1954, existed 

until 1998, and the Tobacco Institute, which was created in 1958, existed through 

2000" [Op. - 15351 (emphases added). They were dissol.ved pursuant to the MSA. 

[US - 12391 - 32-35]. The same is true of aN the other entities that the district court 

pointed to as support for its "enterprise" ruling. CIAR was disbanded in 1999 

pursuant to the MSA. [US - 12391 - 331. The so-called "committee of Counsel," 

the College of Tobacco Knowledge, ,the Research Liaison Committee, and the ETS 

Advisory Committee were all part of TI, now dissolved. [Op.-94, 1 5 1, 168-69, 

15351. Indeed, the College of Tobacco Knowledge has not existed since the 1980s, 

and the Research Liaison Committee disbanded in 1978. [Op. - 103). The Industry 

Technical Committee has not existed since the 1970s. [Op. - 154-57). It is not 

surprising, therefore, that neither the government nor the district court identified 

22 TI was an industry-funded organization engaging in public relations and 
lobbying. [Op. 66-67]. CTR was an industry-hnded organization that funded 
scientific reseaih. [Op. - 291. 
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any alleged joint activity by defendants since the MSA was entered into in 1998 -- 

let alone joint activity amounting to a formal, structured "enterprise." 

The district court stated that these organizations and the enterprise "can be 

readily re-activated." [Op. - 1534, 16021. But neither it nor the government offered 

any evidence for this ipse dixit assertion. The express terms of the MSA preclude 

defen

d

ants from "reconstitut[ing] CTR or its function in any form" and from 

participating in any tobacco-related trade associations that "act in any manner 

contrary to" the provisions of'the MSA, including the MSA7s provisions 

forbidding any "material misrepresentation of fact regarding the health 

consequences of using any Tobacco Product." [US - 1239 1 - 361. The MSA also 

contains detailed procedural checks to ensure that any future tobacco-related trade 

association will operate independently of defendants. [US - 12391 - 341. Finally, 

the MSA expressly enjoins defendants from joint activity that in any way has the 

"purpose or effect" of limiting the production or distribution of information to the 

public about the health hazards of smoking or of limiting or suppressing research 

into smoking and health. [US - 12391 - 35-36]. 



The district court nonetheless found that defendants might have unspecified 

"temptations" and "opportunities" to re-form the dehnct alleged enterprise.23 

[Op.-15341. But nowhere did the court explain how it is reasonably likely that 

defendants could re-form the enterprise in the face of the MSA's prohibitions. 

b. The MSA Prohibits Defendants 
From Committing Predicate Acts 

. The MSA also imposes scores of injunctions and related prohibitions that 

bar any continuation or repetitionsf the core wrongdoing alleged by the 

government and found by the district court. For example, the MSA: 

Enjoins material misrepresentations of fact regarding the health 
consequences of smoking, [US - 1 239 1 - 361; 

Enjoins targeting youth in the advertising, promotion,.or marketing of 
tobacco products, [US - 12391 - 18-1 91; 

Bans the use of cartoon characters in the advertising, promotion, 
packaging, or labeling of tobacco products, [US - 12391 - 191; 

Bans billboards and virtually all other outdoor advertising of tobacco 
products, [US - 12391 - 22-23]; 

Bans apparel or other merchandise bearing a tobacco brand name (e.g., 
caps, jackets or bags with a tobacco brand name), [USL12391-25-26]; 
and 

23 The only specific "example" offered by the district court of these supposed 
"opportunities" is that "Philip Morris currently has PMERP (Philip Morris 
External Research Program)." However, the PhdERP, as its name conveys, is 
administered by PMUSA and no other defendant. [Op. - 1534,16021. 



Sharply restricts tobacco brand-name sponsorships of events or teams 
both in number and in type, with a flat ban on s onsorship of athletic 
events in the major sports, WS-12391-19-211. & 

As even the district court acknowledged, "the MSA has made significant strides 

towards preventing Defendants' [allegedly] fraudulent activities." [Op. - 1 6 1 91. 

Yet, the district court offered no explanation of how the "fraudulent sub- 

schemes" could possibly continue into the future consistent with the MSA. For 

example: 

The court found that defendants misrepresented the health effects of 
smoking and by making false statements about addiction, nicotine 
manipulation, m d  low-tar products. [Op. 1500-021. But the MSA 
enjoins the signatories from making misrepresentations regarding the 
health consequences of using any tobacco product, including 
statements with regard to tobacco additives, filters, paper or other 
ingredients. [US - 12391 - 361. 

The court found that defendants agreed to suppress smoking and 
health research into smoking and health. [Op. 1500-021. But the 
MSA enjoins the signatories from agreeing to limit or suppress 
research into smoking and health. [US - 12391-35-361. 

The court found that defendants marketed to youth, [Op.-1500-021, 
and designed advertisements that "appeal to and target youth," 
[Op. - 151 91. But the MSA prohibits the signatories from taking any 
action, directly or indirectly, to target youth in the advertising, 
promotion, or marketing of tobacco products, or taking any action, the 
primary purpose of which is to initiate, maintain, or increase the 
incidence of youth smoking. [US-1 2391 - 18-1 91. 

24 Notably, the MSA did not ban the use of any low tar descriptors, such as 
"lights." As discussed below, because the FTC has authorized the use of such 
descriptors, they cannot form the basis of a NCO violation. See inj-a at V. 



The district court nonetheless disregarded the MSA because it doubted the 

States' ability to enforce these injunctions. [Op. - 16101. But the "facts" relied 

upon by the court relating to the States' ability or willingness to enforce the MSA 

are nowhere to be found -- either in the opinion or in the record. For example, the 

district court cited nothing for its repeated assertions that the States have devoted 

"limited resources" to MSA enforcement. [Op. - 1488, 14921. This assertion is 

belied by the court's own finding that that the States have instituted numerous 

enforcement measures against defendants. [@.-I 6 19- 101. 

The district court also asserted that "Defendants have not filly complied 

with the letter or spirit of the MSA." [Op. - 16091. But leaving aside that the court 

failed to cite even a single violation of the MSA that was not dealt with by the 

States, failure to comply with all the details or the "spirit" of the MSA does not 

even begin to approach a RICO violation. Indeed, the six examples cited by the 

court as violations of the "letter or spirit" of the MSA confirm beyond doubt that 

the States are vigorously enforcing it. Of the six: 

One example simply noted that Lorillard had not changed its 
"Pleasure'' advertising campaign. Lop.-16091. But the MSA did not 
require it to do so. Nor does this advertising violate RICO. 

Another noted that PMUSA and Altna's international subsidiary each 
sponsor motor sports teams when the MSA limits each signatory to 
one sports sponsorship. But the court never states that this violates the 
MSA, because it plainly does not. [Op.-16101. And the court does 



not even begin to explain how sponsorship of a motor sports team by 
an Altria subsidiary violates RICO. . . 

One charged that "[elven though the MSA required defendants to shut 
down and disband CIAR, Philip Morris has reconstituted it at the same 
address and with the same director, under the name of the Philip 
Morris External Research Program." [Op.-16101. But nothing in the 
MSA barred PMUSA individually fiom operating a research program 
and, indeed, PMUSA would be criticized if it were not undertaking. 
research. Nor does such individual activity in any way suggest that 
PMUSA will engage in RICO violations. 

A fourth accused defendants of "increas[ing] price promotions" -- i. e., 
reducing prices -- noting that "youth are particularly vulnerable to" 
price reductions. Id. But it is absurd to charge that defendants' 
competitive price reductions violated FUCO (or even the MSA or its 
"spirit'') merely because youth -- like all rational consumers -- prefer 
lower prices. 

This leaves just two other purported instances of failure to "compl[yj with 

the letter or spirit of the MSA." [Op. - 16091. As the district court itself 

acknowledges, in one, the State brought an enforcement action to end the conduct, 

see People ex rel. v. Lockyer v. R.J. Reyncrlds Tobacco Co., 1 1 Cal. Rptr. 3d 3 1 7 

(Cal. Ct. App. 2004) (alleged youth targeting), and, in the other, PMUSA 

voluntarily ended the conduct after a State Attorney General protested. 

[Op.-1609- 101 (limiting sponsorship of a single motor sports team to only one auto 

racing league per year). In other words, in the only instances arguably worthy of 

the States7 attention, the States did, in fact, success~lly protest the conduct at 



25 issue. Indeed, the fact that the court was able to point to only two such instances 

in the eight years of the MSA's enforcement -- each of which was resolved to the 

satisfaction of the States -- establishes the efficacy of the M S A . ~ ~  These instances, 

moreover, were actions by individual companies, not any "enterprise" governed by 

NCO. 

In short, far from demonstrating that the MSA is ineffective, the evidence 

relied upon by the district court confirms that the government failed to discharge 

its burden of showing a likelihood of future RICO violations in the face of the 

MSA. 

25 The court also asserted that "[tlhe states' Attorneys General have complained to 
Philip Morris that more than forty types of activities violate the MSA." 
Cop.-14891. But the testimony relied on by the court was not testimony at all, but 
a cross-examination question. The actual testimony simply points out informal 
inquiries made by the Attorneys General -- each of which was resolved to the 
States' satisfaction. See [JD - 041 836 - 26-28]. 
26 The court also held that the MSA could not prevent future violations, because 
defendants Altria (a holding company that owns PMUSA and other companies) 
and BATCo were not subject to the provisions of the MSA. [@.-16121. 
However, Altria does not manufacture, sell, market, or advertise cigarettes, see, 
e-g., [1/26/05 - Tr. - 1 1 184-85,111891; [Szyrnanczyk WD 131; and BATCo does 
not manufacture, sell, market, or advertise cigarettesin the United States, see, e-g., 
[JD-0 1 33 1 8 850275059]; [JD 0 1 3295 0031; [Op.-16 1 3 n.471. Moreover, the 
MSA's elimination of any "enterprise" structure makes RICO violations 
by any defendant unlikely, regardless of whether that defendant is a party to the 
MSA. 



2. Defendants' Current Public 
Positions Preclude Future RICO Violations 

Apart from the MSA, defendants years ago radically transformed their 

business practices and public positions on issues relating to smoking and health. 

Defendants' revised public positions with respect to causation, addiction, and low 

tar simply cannot be undone.27 

a. Defendants Have Admitted For 
Years That Smoking Causes Lung Cancer 

The principal fiaud found by the district court was defendants' denial of a 

causal link between smoking and disease. [Op. - 15011. However, as the 

government's experts conceded, defendants have publicly admitted fox years that 

smoking causes disease. See, e.g., [10/14/04 - Tr. - 25 131 (by 1999, defendants had 

made "direct and explicit admission[s] that cigarette[] smoking caused disease"). 

PMUSA states on its website that it "agrees with the overwhelming medical and 

scientific consensus that cigarette smoking causes lung cancer, heart- disease, 

emphysema and other serious diseases in smokers." [JD 053 1 991. RJR states that 

"smoking, in combination with other factors, causes diseases in some individuals." 

'[JD-0680121. Lorillard has likewise "stated publicly that we agree with and accept 

27 With respect to the remaining alleged schemes (ETS, nicotine manipulation, 
youth marketing, and suppression), the district court erred in finding any RICO 
violation, as discussed infi.a at VI, VII, and VIII-. 



the Surgeon General's and other public health authorities' views, which includes 

any disease," [10/13/04 - Tr. - 23031, and its website encourages the public to rely 

on public health authorities fox information about the hazards of smoking. 

[Orlowsky - WD-90-921. 

The district court nonetheless concluded that defendants were likely to revert 

to past denials of adverse health effects because defendants' concessions were 

"half-hearted," faulting RJR for stating that smoking causes disease "in 

combination with other factors," and Lorillard for similarly stating that smoking is. 

a "risk factor" for disease. [Op. - 1604-051. Of course, both statements are 

accurate. Moreover, this semantic quibbling does not even remotely demonstrate 

that defendants are likely to deny in the future that smoking causes disease. In any 

event, it is impossible to understand how defendants could reverse positions on this 

issue in a way that would be fraudulent, because no rational consumer would 

believe them (particularly after four decades of mandated health warnings). See 

inpa at VI (statement must be material to be fraudulent). 

b. Defendants Have Admitted For 
Years That Smoking Is Addictive 

The same is true of the district court's finding .that defendants are reasonably 

likely to deny that smoking is "addictive." Although defendants dispute the court's 



conclusion that defendants' past statements were fraudulent, see'infra at VIII, all' 

defendants now agree that smoking is addictive. 

PMUSA, for example, has publicly admitted the addictiveness of smoking 

for years: 

Philip Morris USA agrees with the overwhelming 
medical and scientific consensus that cigarette smoking is 
addictive. It can be very difficult to quit smoking, but 
this should not deter smokers who want to quit from 
trying to do so. 

[JD - 053 1991. Other defendants have done the same. [Op.-455-561 (RJR 

acknowledged that "'[mlany people believe that smoking is addictive, and as that 

term is commonly used today, it is"'); [Op. - 460-611 (BWTC posted a document on 

its website that stated, "'by some definitions, including that of the Surgeon General 

in 1988, cigarette smoking would be classified as addictive"'). And, although the 

court' criticized the content of a 2003 press release regarding a litigation verdict 

that Lorillard posted on its website, [Op. - 16051 (stating that "willpower is the only 

smoking cessation aid that always works"), the fact of the matter is that, since May 

2000, Lorillard has also agreed that cigarette smoking is addictive. 

The district court acknowledged these statements, but criticized defendants 

for not "publicly inform[ing] consumers that nicotine is addictive, much less that 

smoking is a nicotine-driven addiction." [Op.-16071 (emphases added). But the 

56 



important thing for smokers to know is that smoking is addictive; Certainly, this. . 

"omission" does not constitutejmud, much less a RICO violation. Lop.-1 6 1 8 1 . ~ ~  

c. Defendants Have Disclosed To Consumers 
That Low Tar Cigarettes May Not Be Safer 

The district court also found that defendants' statements about low tar 

cigarettes were fraudulent because defendants did not inform low tar cigarette 

smokers that they may "compensaten -- i.e., change the way that they smoke in 

order to obtain more nicotine -- and thus may get the same amount of tar and 

nicotine from low tar cigarettes as they would from a higher tar cigarette. 

[Op.-864-77, 15 14-1 61. Again, defendants vigorously dispute that they have ever 

misled consumers on this issue (see infra at V), but, in any event, the record is 

clear that defendants today provide consumers with precisely the information that 

the court found previously lacking. See [Op. - 9 15- 16,929-301. 

For example, in a November 2002 package "onsert" (a brochure enclosed in 

the cellophane wrapping) that PMUSA included with approximately 130 million 

packages of non-full flavor (light, ultralight, low tar, and medium tar) cigarettes, 

PMUSA told consumers that "the tar and nicotine yield numbers are not meant to 

28 Denise Keane, the General Counsel of PMUSA, did not testify -- as the court 
reported -- that "it is material for people to know that Philip Morris agrees that the 
nicotine delivered in cigarette smoke is addictive." [Ope-1 6071. Instead, she 
testified only that "the fact that smoking is addictive" is material to consumers. 
[1/18/05 - Tr. - 104581 (emphasis added). 



communicate the amount of tar or nicotine actually inhaled by any smoker, as . 

individuals do not smoke like the machine used in the government test method." 

[JD - 041 0961. PMUSA further advised: 

The amount of tar and nicotine you inhale will be higher 
than the stated tar and nicotine yield numbers if, for 
example, you block ventilation holes, inhale more 
deeply, take more puffs or smoke more cigarettes. 
Similarly, if you smoke brands with descriptors such as 
"Ultra Light," "Light," "Medium," or "Mild," you may 
not inhale less tar and nicotine than you would fkom 
other brands. It depends on how you smoke. 

Id. In the fourth quarters of 2003 and 2004, PMUSA again enclosed similar 

onserts in more than 100 million packages of cigarettes. [Szyrnanczyk - WD - 971; 

[Keane-WD-60-6 11; [JD - 04 10961; [JD - 0529 101; [JD- 550421. PMUSA also has 

disclosed the onsert and additional information about low tar cigarettes and 

compensation on its publicly accessible website since October 1999. 

[JD - 053 1991; [Szymanczyk - WD - 74-76]. 

Other defendants have provided similar information to consumers. RJR has 

informed consumers that "there is no such thing as a safe cigarette" and that the 

use of descriptors does not mean that a cigarette is safer. [Beasley - WD-7 11; 

[JD-0680121. RJR also has publicly described compensation and communicated 

the findings of the National Cancer Institute's Monograph 13, to which it directed 

consumers via a link on its website. See RJ Reynolds Tobacco Company, Smoking 



and Health, Guiding Principles and Beliefs, 

http://www .rjrt.com/smoking/summaryCover.asp. Likewise, Lorillard has advised 

consumers that "all cigarettes are dangerous" and has stated that low tar cigarettes 

do not present a clear reduction in risk. [Orlowsky+WD_93-94, 1091. In short, 

there simply is no basis for finding that defendants are engaged in current, or likely 

to commit future, RlCO violations relating to low tar cigarettes. 

3. BWH's Reconstituted Status And TIlCTR's 
Dissolution Preclude Future RICO Violations 
And Render This Case Moot As To These Entities 

The district court also erred in finding that BWH is likely to commit future 

RICO violations because, after the amended complaint was filed, BWTC was 

reconstituted as a passive holding company. On JuIy 30,2004, .the entirety of 

BWTC's domestic tobacco operations, assets, and liabilities were merged with 

Reynolds Tobacco. See [US - 89456 - 53-55]; [JD - 013296 - 3 10-731; [JD - 

0 13295 - 31. BWH owns no facilities, manufactures no tobacco or tobacco 

products, and engages in no advertising or selling of tobacco products at all. See 

[JD-013295-146-2201. Further, it has withdrawn from all domestic and 

international trade organizations and no longer maintains a website. See, e.g., 

[ 1/7/04 - Tr. - 93 1 81; [Ivey - WD - 1 1; [1/24/05 - Tr. - 108 1 8- 1 91; [Beasley_WD_66- 

671; [11/16/04-Tr.-6078-791. As a result of the merger, "the challenged conduct 

[has] cease[d] such that 'there is no reasonable expectation that the wrong will be 
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repeated,' [and thus] it becomes impossible for the court to grant 'any effectual' 

relief whatever' to [the] prevailing party." Civ  of Erie v. Pap's A.14, 529 US. 

277,287 (2000). 

In reaching the conclusion that the prescribed remedies were necessary to 

prevent and restrain future RICO violations, the district court failed to make any 

findings, nor was any evidence presented, that the post-merger BWH, as 

reconstituted, manufactures, sells, or markets tobacco products. Such a finding, 

supported by evidence, is a prerequisite to establishing a reasonable likelihood of 

fhture RICO violations. Accordingly, BWH's fundamental reconstitution and 

corresponding complete withdrawal from any tobacco operations -- combined with 

the court's failure to make anyfindings to the contray -- compels the conclusion 

that there is no reasonable 1ikelihood.that BWH will commit any future violations 

of RTCO. 

This reconstituted status also renders the government's case against BWH 

moot -- depriving the district court of Article 111 jurisdiction. See Lewis v. 

Continental Bank Corp., 494 U.S. 472,477-78 (1 990); Friends of the Earth, Inc. v: 

Laidlaw Envtl. Servs., Inc., 528 U.S. 167, 189-9 1 (2000); Deakens v. Monaghan, 

484 U.S. 193, 199 (1988); Wyoming Outdoor Council v. United States Forest 

Sew., 165 F.3d 43'47 (D.C. Cir. 1999). Where, as here, a defendant is a 

reconstituted entity that has completely withdrawn from, and shows absolutely no 
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propensity to return to, the challenged conduct, a court lacks subject-matter 

jurisdiction to enjoin that defendant. County ofLos Angeles v. Davis, 440 U.S. 

These principles also require reversal as to CTR and TI. The district court 

recognized that no relief couId be awarded against these entities because there was 

no likelihood that they would violate RICO in the future. [Op.-1614-191- More 

fundamentally, however, because CTR and TI no longer exist, the entire case 

against these entities should be dismissed as moot. 

IV. BECAUSE THE DISTRICT COURT FAILED TO IDENTIFY THE 
RICO VIOLATIONS, ITS REMEDIES WERE NOT PROPERLY 
TAILORED TO PREVENT AND RESTRAIN FUTURE VIOLATIONS 

Nowhere in its 1,653-page opinion did the district court ever identi5 which 

alleged.racketeering acts -- or even which fraudulent ''schemesV-- supposedly 

formed the "pattern of racketeering" Rather, the court stated only that 

"defendant[s] devised a scheme intended to defraud which included one or more of 

the individual component schemes alleged," [Op. - 15021 (emphasis added), without 

identifj4ng which scheme or schemes so qualified. The legal requirement that the 

court identify which alleged racketeering acts actually constituted RICO 

racketeering is not a mere technicality. Without the identification of any past or 

current RICO violations, this Court obviously cannot determine whether any 

defendant's conduct constituted a "pattern of racketeering activity" or whether the 
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ordered relief is properly tailored to "prevent and restrain" a future RICO violation. 

See United States v. Philip Morris USA, Inc., 396 F.3d 1190, 1 198 (D.C. Cir. 

2005). If, for example, the only "scheme" found to violate RICO related to long- 

ceased denials that smoking causes disease, this would not support aprospective 

injunction against such ancient denials, much less injunctions relating to the other 

alleged frauds. 

This omission is dispositive because, as this Court explained in Microsoft, a 

remedial order may stand only where there is a "causal connection between the 

conduct enjoined or mandated and the violation found." 253 F.3d at 105 (emphasis 

added); see also Dayton Bd. of Educ. v. Brinkman, 433 U.S. 406,420 (1977) ("the 

scope of the remedy" must be "tailored" to the "violation found); Milliken v. 

Bradley, 41 8 U.S. 717,738 (1974). 

The need for a clear articulation of which alleged schemes and predicate acts 

were found to violate RICO is underscored by several deficiencies in the district 

court's findings and conclusions. First, every one of the five alleged predicate acts 

relating to nicotine manipulation (RA 109-1 13), came from testimony before 

Congress, see [Op. - 15 13 n. 151; [Op. - App.111 - 251, which, as the court expressly 

found, is protected speech under the Noerr-Pennington doctrine, [Op. - 15641; see 

also infra at IX(A). (As noted, the 148 alleged predicate acts are the only potential 

grounds for RICO liability here. See supra at 7.) 
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Second, the government alleged just one ETS-related predicate act, 

(RA 42) -- a 1977 statement that "[t]obacco smoke does not harm nonsmokers." 

[Op.-App.III. - 101. The district court did not (and could not) find that statement to 

be an act of racketeering because, as explained below, the court itself ruled that 

statements denying ETS's health effects only became fraudulent when a scientific 

consensus emerged in 1 986, nine years later. See in>a at 1 02-03; see also 

Third, only four of the nineteen alleged predicate acts under the "addiction" 

scheme took place after December of 1988, the date on which -- according to the 

district court -- denials of "addiction" became fraudulent because the Surgeon 

General determined then for the first time that smoking was "addictive." See 

[Op.34 1-45, 1508 n. 121; see also infra at 106-07. Two of these statements were 

made during testimony before Congress (FL4 109, 1 1 O),  and one was a letter from 

one of the defendants regarding the same congressional testimony (FL4 1 14), 

[Op.-App.111. - 251; these three statements, thus, are protected under Noerr- 

Pennington. The fourth statement (RA 1 16), which appeared on one defendant's 

website, acknowledges that smoking is addictive, but hrther opines that the key 

issue is whether "consumers are aware that smoking may be difficult to quit (which 

they are) and whether there is anything in cigarette smoke that impairs smokers 

from reaching and implementing a decision to quit (which we believe there is 
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not)." [Op. - App.111. - 261 (emphasis added). That opinion is neither material nor'a 

RICO violation. 

Fourth, of defendants' eight allegedly fraudulent statements regarding the 

relative health benefits of low tar cigarettes (RA 36,37,39,47,48,53, 119, 124), 

the most recent was made 25 years ago. [Op.-15 15 n. 161; [Op.-App.111.-9-13,27- 

281. A statement must be fraudulent when made; yet, at the time all of these 

statements were made -- indeed, until the publication of the National Cancer 

Institute's Monograph 13 in 2001 -- the public health community was generally of 

the view that low tar cigarettes were less hazardous than regular cigarettes. See 

infra at 67-72; [2/15/05 - Tr. - 13373-741 (prior to the publication of Monograph I3 

the consensus was that smokers of low tar and nicotine cigarettes faced lower risk 

of disease); [US - 58700 - 651 ("'Prior reviews (U.S. DHHS, 198 1; NCI, 1996) of 

changes in disease risk with switching from unfiltered or higher yield to filtered or 

lower yield cigarettes concluded that switching probably reduced lung cancer risk 

somewhat ...."). There is no factual or legal basis for concluding that these 
i 

statements were fi-audulent. 

Ultimately, the district court justified its failure to specify which acts or 

schemes constituted fi-aud by citing cases upholding criminal sentences if at least 

one of the alleged schemes satisfied the elements of mail or wire fraud. See 

[Op.-15021. But those criminal cases are inapposite because the remedy -- 
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imprisonment -- would have been the same regardless of the number of schemes.29 

In a civil case, by contrast, any remedy must be linked to the violation. Where, as 

here, the court failed to identify the conduct at issue that actually violated EUCO -- 

or would do so in the future -- the remedies cannot be upheld because there is no 

basis for concluding that they would prevent or restrain a RlCO violation. 

Microsoft, 253 F.3d at 104-05. 

PART TWO: ERRORS WITH lRESPECT TO SPECIFIC SCHEMES 

The district court committed numerous errors with respect to its conclusion 

that defendants engaged in fraudulent activity. First, any conclusion that 

defendants committed fraud by marketing and selling light and low tar cigarettes 

cannot stand because, among other reasons, that very conduct was approved by the 

FTC. Second, with respect to the remaining schemes, there was no evidence that 

defendants' statements were material or intended to deprive persons of money or 

property, as the mail and wire fiaud statutes require. Third, with respect to the 

alleged ETS scheme, the court erred ir! finding that good faith and scientifically 

supported statements about the health effects of ETS amounted to criminal fraud. 

Fourth, with respect to the alleged addiction scheme, the court likewise erred in 

29 In criminal cases where the length of the sentence would differ depending on 
which particular RICO violation occurred, courts do insist on "specific findings" 
identimng which "underlying offense" supports the sentence. See United States v. 
Tocco, 200 F.3d 401,428-3 1 (6th Cir. 2000). 



converting a semantic debate over whether cigarettes are better described as . . 

"addictive" or "dependence-producing" into criminal fraud. Finally, even if the 

fraud statutes themselves did not foreclose the court's conclusions, the First 

Amendment would. 

V. TWE DISTRICT COURT E m D  AS A MATTER OF LAW IN 
FINDING FRAUD RELATING TO LOW TAR CIGARETTES 

The district court committed legal error with respect to the specific alleged 

"scheme" of fraud relating to defendants7 use of descriptors such as "low tar," 

"light," or "ultra light" to refer to reduced-yield cigarettes (as measured by the 

FTC Method) compared to full-flavor cigarettes. As the Fifih Circuit recently 

held, "the use of FTC-approved descriptors cannot constitute fraud" because 

"[cligarettes labeled as 'light' and 'low-tar' do deliver less tar and nicotine as 

measured by the only government-sanctioned methodology for their . 

measurement." Brown v. Brown & Williamson Tobacco Corp., 479 F.3d 383,392 

(5th Cir. 2007). The district court's judgment with respect to low tar cigarettes is 

thus legally erroneous because it ( I )  improperly uses a general statutory standard 

to override the FTC's specific authorization of the descriptors as'part of an 

integrated regulatory program, (2) ignores the well-established principle that 

government-approved conduct cannot be the target of government prosecution, 



(3) improperly finds the descriptors fraudulent, (4) violates the First Amendment, 

and (5) applies to the sale of cigarettes wholly outside of the United States. 

A. The FTC's Regulatory Policies 

1. The FTC's Three-Pronged Regulatory Program 

The FTC has the authority to protect consumers fiom "unfair or deceptive 

practices," see Pub. L. No. 75-447,52 Stat. 1 1 1 (1 938) and has exercised this 

power with respect to cigarette advertising since the 1940s. Congress confirmed 

this regulatory power in the Labeling Act. There, Congress mandated specific 

health warnings on all cigarette advertising and packaging. 15 U.S.C. $ 1332. As 

the Supreme Court has recognized, ''to the extent that Congress contemplated 

additional targeted regulation of cigarette advertising" beyond these warnings, "it 

vested that authority in the FTC." Reilly, 533 U.S. at 548 (emphasis added). 

As the district court found, the FTC has focused much attention on low tar 

cigarettes over the last half century. [Op. - 742-461. In response to pressure from 

the public health community, the FTC adopted two policy "goals" in h s  

area: (1) to "provide consumers with an incentive to smoke the lower tarlnicotine 

cigarettes rather than the higher tarlconventional cigarettes;" and (2) to "give 

manufacturers a competitive incentive to produce cigarettes with low levels of tar 

and nicotine." [Op.-7481. Consistent with these "goals," the FTC developed a 



three-pronged regulatory program concerning the measurement, disclosure, and' 

marketing of tar and nicotine yields. 

First, the FTC developed a standardized test methodology for measuring tar 

and nicotine yields, now h o w n  as the "FTC Method." [Op.-746-471. In 1966, the 

FTC notified defendants that "they would be permitted to advertise tar and nicotine 

yields" based on FTC Method measurements. [Op. - 7471. In 1967, the FTC began 

testing cigarettes under the FTC Method in its own laboratories and periodically 

published the results. [Op. - 7491.)' 

The FTC concluded that the FTC Method provided a "reasonable 

standardized method" that was "capable of being presented to the public in a 

manner that is readily understandable." [JD - 06 1264 1-21. The FTC also 

concluded that the "public interest requires that all test results presented to the 

public be based on a uniform method" because "[ulse of more than one testing 

method ... would only serve to confuse or mislead the public." [JD - 004348 - 21. 

As a result, the FTC advised that "statements or representations" of tar and 

nicotine yields "based on non-standardized tests having no official or 

governmental sanction would tend to confuse and mislead the public." 

'O In 1987, the FTC delegated testing responsibility to the Tobacco Industry Testing 
Lab, which has since conducted the testing under FTC supervision. 
[US - 51957 - 73. 



[JD - 001493 - 31. Indeed, in 1978, the FTC rejected a request to use a method other 

than the FTC Method, even if the method would produce higher yields: 

In the Commission's view, it would be deceptive to 
advertise a tar figure which is higher than the latest 
applicable FTC tar figure. If the headlined tar level 
differs from the tar figure disclosed in accordance with 
the cigarette industry's voluntary disclosure agreement, 
consumer conhsion, might be generated. . .. Therefore, in 
the Commission's opinion, tar values which are set forth 
in cigarette advertisements must be consistent with the 
latest applicable FTC tar number. 

In re Lorillard, 92 F.T.C. 1035, 1035 (1978). 

Second, in 1970, to encourage "greater interest in obtaining a low tar and 

nicotine cigarette" and to facilitate "competition among the cigarette companies to 

meet that interest," the FTC compelled the tobacco industry to include FTC 

Method results in all advertising. [JD - .  000444 - 151. The FTC initially sought to 

implement this requirement through a Trade Regulation Rule, but allowed the 

manufacturers to submit instead a proposal that was published in the Federal 

Register and subject to notice and comment. [Op. - 7491. The FTC rejected the 

manufacturers' initial proposal, but adopted a revised version of the proposal "as a 

substitute for its proposed trade regulation." [Op.-749-501- 

nird,  the FTC mandated that any statement regarding tar and nicotine 

yields -- including descriptors -- must be substantiated by FTC Method results. In 

1967, the FTC announced its "enforcement policy" with respect to "representations 



relating to tar, and nicotinecontent of cigarettes," indicating that it would "not 

challenge" representations substantiated by the FTC Method results. 

[JD - 001493 - 31. The FTC repeated this statement in its Annual Report to 

Congress. [US - 64287 - 181. 

Consistent with this policy, the FTC entered into a consent decree in 197 1 ' 

with American Brands, in which the FTC announced that it would permit the use 

of shorthand descriptors such as 6 6 1 ~ ~ , y 7  "lower," "reduced" or "like qualifying 

terms," so long as the statement was substantiated by FTC Method results. 

[JD-003674 - 2-31. The FTC reaffirmed this position in a more recent consent 

decree that explicitly provided that statements in advertisements communicating 

FTC Method results "with or without an express or implied representation that 

[the] brand is 'low,' 'lower,' or 'lowest,' in tar and/or nicotine" would be 

permissible. In re Am. Tobacco Co., 1 19 F.T.C. 3, 11 (1995). 

2. The FTCSs Awareness Of The 
Limitations Of The liT.C Method 

From the beginning of its program, the FTC knew that its standardized test 

method could not accurately predict how much tar and nicotine any particular 

smoker would intake. [Op. - 750-521. As the district court found, defendants 

repeatedly told the FTC that its testing method "would not measure the tar or 

nicotine that a human being would ingest fiom smoking any particular cigarette" 



because "'[n]o two human smokers smoke in the same way."' [Op.-751.1- As the 

court acknowledged, "[tlhe FTC's press release announcing its decision clearly 

described the limitations of the standardized test method it was adopting." 

[Op.-75 1 -521 (emphasis added). 

Furthermore, the FTC repeatedly investigated charges that its method was 

misleading because it could not account for "compensation," the tendency of some 

smokers to change the way that they smoke to obtain more nicotine from low tar 

cigarettes -- for example, "by taking more frequent puffs, inhaling smoke more 

deeply, holding smoke in their lungs longer, covering cigarette ventilation holes 

with fingers or lips, andlor smoking more cigarettes." [Op.-74 1,786-8 1 81. On 

each occasion, however, the FTC decided to retain its method. In 1977, for 

example, the. FTC investigated claims that its measurements were misleading 

because some smokers might cover ventilation holes that are used on many low tar 

cigarettes. See 42 Fed. Reg. 21,155 (April 25, 1977); 43 Fed. Reg. 11,856 (March 

22, 1978). The FTC recognized that smokers may "compensate" by covering 

ventilation holes and thereby increase the amount of tar inhaled, but nonetheless 

decided to retain its method. Id.; see also WS- 51957-3-41. 

In 198 1, the F'TC began investigating whether a unique filter design used in 

BWTC's Barclay cigarettes was producing misleadingly low numbers in the FTC 

Method's machine. [US - 5 1957 - 51. Throughout the investigation and in 
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subsequent litigation, BWTC argued that, because of compensation, the FTC , . 

Method was flawed and deceptive. [US-5 1957 - 4-71; 48 Fed. Reg. 15,953 (April 

13, 1983); 49 Fed. Reg. 23,121 (June 4, 1984). In response, the FTC undertook a 

broad-based study of low tar cigarettes and compensation, consulted with experts 

in smoking and health -- including experts that testified for the government here -- 

and considered other testing methods. In the end, it decided not to change its 

method. [US - 51957 - 4-71. 

In declining to change its program, the FTC relied on epidemiological 

studies showing that people who smoked cigarettes that measured lower ih tar 

under the FTC Method were less likely to get certain smoking-related diseases than 

people who smoked higher yielding cigarettes. [JD-633241; [US - 58700-821 

(collecting and summarizing. studies); [9/29/04 - Tr. - 1 f 461; [US - 5 1 957 - 71. As the 

government's own witnesses have acknowledged, because these studies compared 

the risks incurred by actual smokers, grouped according to FTC Method yields, they 

inherently accounted for any tendency to compensate by smoking individual 

cigarettes more intensively. [9/29/04 - Tr. - 1 16 1 -62, 1 176, 1 1781. 

The public health view that low tar cigarettes were safer continued at least 

until 2001, when the National Cancer Institute published Monograph 13. 

[US - 58700 - 8 1-82]. After a new review of the available epidemiological 

literature, Monograph 13 concluded that there was "no convincing evidence that 
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changes in cigarette design between 1950 and the mid- 1980s have resulted in an 

important decrease in the disease burden caused by cigarette use either for smokers 

as a group or for the whole population." [US - 58700 - 1461. Nonetheless, even in 

light of Monograph 13, the FTC has adhered to its low tar cigarette policy and has 

not revoked its authorization of defendants' marketing of low tar cigarettes. See 

[Langenfeld - WD - 92, 128-291.)' 

B. The Judgment Conflicts With The FTC's 
Specific Regulatory Policies And Must Be Reversed 

The district court's conclusion that low tar descriptors are fraudulent, its ban 

on those descriptors, and its required corrective communications, are 

impermissible because they inescapably conflict with the FTC's policies described 

above. See Brown, 479 F.3d at 392. As a matter of law, defendants' conduct could 

not violate RICO because it was subject to and authorized by the FTC's regulatory 

regime. 

It is axiomatic that, where an agency has taken specific action pursuant to its 

statutory authority, a court should not upset this regime by applying a general 

statute. Rather, any conflict between a general statute and specific regulatory 

31 The district court acknowledged that many studies continue to suggest that low 
tar cigarettes are safer and the government's expert, Dr. Bum, conceded that his 
personal beliefs about "low tar" cigarettes do not represent the scientific 
consensus, even today. See, e.g., [Op. - 76 1-62,7641; [2/15/05-Tr.-13392-931. 



action must be resolved in favor of the regulatory action, unless Congress has , 

demonstrated a contrary intent. See, e.g., Hughes Tool Co. v. Trans World 

Airlines, Inc., 409 U.S. 363,387 (1 973); Middlesex Couny Sewage Auth. v. Nut 'I 

Sea Clammers Ass 'n, 453 U.S. 1,20 (198 1). This doctrine also follows from 

separation of powers and administrative law principles, which require the district 

court to defer to the agency's expertise. See Chevron U.S.A., Inc. v. Natural Res. 

Defense Council, Inc., 467 U.S. 837,844 (1984); Pawley v. BethEnergy Mines, 

Inc., 501 U.S. 680,696 (1991); Troy Corp. v. Browner, 120 F.3d 277,283 (D.C. 

Cir. 1997). 

For instance, in Pan American World Airways, Inc. v. United States, 371 

U.S. 296 (1963), the Supreme Court rejected the government's Sherman Act 

challenge to conduct that was already governed by a regulatory scheme . 

administered by the Civil Aeronautics Board. The Court reasoned that "[ilt would 

be strange, indeed, if [conduct] that met the requirements of the [specific Civil 

Aeronautics Act] would be held to be antitrust violations." Id. at 309; see also id. 

at 305. That being so, "if the courts were to intrude independently with their 

conception of the antitrust laws, two regimes might collide." Id. at 3 10 

Similarly, in Credit Suisse Securities ('USA) LLC v. Billing, 127 S. Ct. 23 83 

(2007), the Supreme Court recently held that the antitrust laws could not be used to 

challenge certain underwriting practices subject to SEC regulation where there was 
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(1) "the existence of regulatory authority," (2) "exercise [ofl that authority," and 

(3) "a resulting risk" of "confl'icting guidance, requirements, duties, privileges, or 

standards of conduct." Id. at 2392. This was true even though the "SEC has 

disapproved ... the conduct that the antitrust complaints attack," because there was 

"a serious line-drawing problem" differentiating the permitted or precluded 

conduct and it would thus "prove difficult for ... many different courts to reach 

consistent results." Id. at 2394-95 (emphasis in original). A fortiori, as the United 

States itself acknowledged, approval of conduct by the specific regulatory agency 

immunizes it from attack under a general statute. See Br. of United States as 

Amicus Curiae, Credit Suisse Securities (USA) LLC v. Billing, 2007 WL 173649, 

at * 12- 13 (Jan. 22,2007); see also Haddad v. Crosby Corp., 533 F.2d 1247,1249 

(D.C. Cir. 1976). 

Consistent with these principles, this Court and others have held that RICO 

does not apply where the challenged conduct was specifically regulated by a 

federal agency acting within its authority. In Danielsen v. Burnside-Ott Aviation 

Training Center, Inc., 941 F.2d 1220 (D.C. Cir. 1991), this Court held that RICO 

could not be used to challenge conduct specifically regulated under the Service 

Contract Act ("SCA"). The Court therefore dismissed a RICO action challenging 

allegedly fraudulent wage.classifications by government contractors because the 

SCA vested the Secretary of Labor with the authority to make decisions regarding 
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applicable wage rates and these specific regulatory provisions supplied the relevant 

standards and enforcement mechanisms. See id. at 1228-29. Since the SCA's 

comprehensive scheme foreclosed an implied cause of action under the SCA itself, 

it also foreclosed a RICO action because "fram[ingJ the action ... in terms of RICO 

adds nothing." Id. at 1228. 

Tamburello v. Comm-Tract Corp., 67 F.3d 973 (1st Cir. 1995), is to like 

effect. There, the First Circuit held that an employee could not maintain a RICO 

action to challenge conduct specifically governed by the National Labor Relations 

Act ("NLRA"). Despite the fact that the "[pllaintiff s allegations arguably 

establis:h[ed] violations of bothRIC0 and the NLRA," the court held that RICO 

could not be applied in a manner that would interfere with the enforcement 

mechanisms established under the NLRA. Id. at 978; see also Brennan v. 

Chestnut, 973 F.2d 644,647 (8th Cir. 1992) (rejecting attempt to use RICO in a 

claim "involv[ing] conduct protected and prohibited by the NLRA"); Bridges v. 

Blue Cross & Blue Shield Ass 'n, 935 F. Supp. 37,4 1 (D.D.C. 1996) (applying 

Danielsen to hold that the Federal Employees Health Benefits Act "leaves no room 

for a remedy under RICO). I. . I 

Finally, in Sun Cig Taxpayers ' Association v. Citizens Utilities Co., 45 F.3d 

58,6 1-62 (2d Cir. 1995), the Second Circuit held that the filed-rate doctrine, which 

recognizes the authority of regulatory commissions to consider and set utility rates, 



required dismissal of a RICO action alleging fraud during the rate-setting process. 

As the court explained, any rate that is "approved by the governing regulatory 

agency" is "per se reasonable" and cannot form the basis of a RICO action. Id. at 

62; see also Wegoland, Ltd. v. MNEX Corp., 27 F.3d 17,22 (2d Cir. 1994) 

(same). 

In a similar context, numerous courts have dismissed state consumer 

protection claims challenging the use of low tar descriptors because the FTC has 

authorized them. See Price v. Philip Morris, 848 N.E.2d 1,5O (Ill. 2005) (FTC 

"specifically authorized" use of low tar descriptors), cert. denied, 127 S. Ct. 685 

(2006); Flanagan v. Altria Group, Inc., No. 05-71697,2005 WL 2769010, at *2,7 

(E.D. Mich. Oct. 25,2005) (use of descriptors was "specifically authorized" by the 

FTC). And, in recently holding that the Labeling Act preempts similar state-law 

claims of light-cigarette fraud, the Fifth Circuit emphasized the FTC's approval of 

low tar descriptors, explaining: 

[qhe use of FTC-approved descriptors cannot constitute 
Ji-aud. Cigarettes labeled as "light" and "low tar" do 
deliver less tar and nicotine as measured by the only 
government-sanctioned methodology for their 
measurement. In fact, the Manufacturers are essentially 
forbidden fiom making any representations as to the tar 
and nicotine levels in their marketing about tar that are 
not based on the FTC method. The terms "light" and 
"lowered tar and nicotine" cannot, therefore, be 
inherently deceptive or untrue. 



Brown, 479 F.3d at 392 (emphasis added); see also Wabon v. Philip Morris Cos.; 

420 F.3d 852,862 (8th Cir. 2005) (recognizing that the FTC has determined that 

the use of a "low tar descriptor in conjunction with its cigarettes' FTC rating" is 

"not ... deceptive") (emphasis in original), rev'd on other grounds, 127 S. Ct. 2301 

(2007); Clinton v. Brown & Williamson Holdings, -- F. Supp. 2d --, 2007 WL 

2 18 1 896, at * 1 1 (S.D.N.Y., July 24,2007) ("there is no dispute that the FTC has 

declined to disallow [the] terms ['light' or 'lowered in nicotine and tar'] in 

response to several invitations to do so") (emphasis in original). 

The conflict between the district court's order and the FTC7s regulatory 

policies goes beyond the mere authorization of descriptors; it constitutes a full- 

scale assault on the FTC's policies in two fundamental respects. First, the court 

. held that defendants' use of descriptors based on the FTC method was fraudulent. 

However, the FTC warned the industry that it would be deceptive to publish the 

results of any other testing method. In re Lorillard, 92 F.T.C. 1035. Thus, the 

very action that the court held to be deceptive -- basing descriptors on the FTC 

Method -- was the very action the FTC requires so that the use of descriptors 

would not be deceptive. As the Fifth Circuit recognized, such a claim threatens the 

very existence of the FTC's regulatory program: "To hold that the Manufacturers' 

use of the FTC-approved terms relating to the FTC-approved measurement system 

constitutes affirmative misstatement ... would directly undermine the entire 
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purpose of the standardized federal labeling system." Brown, 479 F.3d at 392 

(emphasis added). 

Second, the district court's judgment is a direct attack on the FTC's 

requirement to disclose in all cigarette advertisements the tar yield information that 

is being characterized by the descriptors. The tar and nicotine figures serve 

precisely the same purpose as the descriptors -- i.e., to facilitate "mak[ing] 

comparative assessments" based on the tar and nicotine yields produced by the 

FTC Method. Brown & Williamson, 778 F.2d at 39,41. The acqurate descriptors 

can be false or misleading only if the tar yields produced by the FTC Method are 

themselves false or misleading. Yet the court did not prohibit the disclosure of the 

tar yields that the FTC requires, presumably because it recognized the absurdity of 

deeming a goverqment-compelled disclosure "fraudulent." Since the disclosure of , 

FTC Method results is not and cannot be fraud, the description of those results 

likewise cannot be fraud.32 

'' The FTC itself indicated that lawsuits like this one would disrupt its low tar 
policies when, in 1988, it opposed proposed legislation that would have repealed i r  

the Labeling Act's preemption provision and exposed tobacco companies to 
liability for advertising and promoting low tar cigarettes. [JD_004410-81; 
[JD-0019921. The FTC warned that it could generate "significantly inconsistent" 
obligations on the cigarette companies and subject cigarette advertisers to an 
"irreconcilable conflict.'? See 0044 10 - 81; [JD - 00 1 9921. 



The district court summarily brushed these conflicts aside by stating, in a 

footnote, that the "the FTC does not impose, regulate, or require" low tar 

descriptors. [Op. - 163 1 n.521. As a threshold matter, the question is not whether 

the FTC "require[d]" descriptors. As discussed above, a general statute such as 

RICO may not be used to impose liability for conduct that was approved by an 

expert federal agency. See supra at 73-75. 

Beyond that, the district court's assertion that the FTC never "regulate[d]" 

descriptors is wrong. The statement appears to be based on the fact that the FTC 

never issued a formal Trade Regulation Rule addressing the use of descriptors. 

But the critical issue is the substance -- not the form -- of agency action. Like all 

agencies, the FTC often acts and sets regulatory policies through a variety of 

regulatory tools other than formal rulemaking." Indeed, numerous courts have 

held that agency actions other than rulemaking can even preempt claims." 

33 See, e.g., Holloway v. Bristol-Myers Corp., 485 F.2d 986, 997-99 (D.C. Cir. 
1973) (explaining UC's  long history of using informal means to secure adherence 
to its policies); see also Price v. Philip Morris, Inc., 848 N.E.2d 1,49-50 (111. 
2005); Testimony of FTC Chairman Oliver in Hearing Before the Subcomm. on 
Transportation, Tourism, and Hazardous Materials of the H. Cornrn. on Energy and 
Commerce, 100th Cong. at 17- 19 (1 987); [DN 33 12 - 1 - 2 12- 131 (rulemaking is 
"only one means by which the FTC can obtainindustry-wide compliance7'). 
34 See, e.g., Gen. Motors Corp. v. Abrams, 897 F.2d 34,39 (2d Cir. 1990) 
(rejecting the argument that an FTC consent decree cannot preempt state law as 
"an exaltation of form over substance") (citations omitted and emphasis added); cf: 



In short, the district court's ruling that accurate descriptions of tar and . 

nicotine yields produced by the FTC Method constitute misleading health 

information is irreconcilable with the FTC's considered judgment that the FTC 

Method produces meaningfbl health information that should be provided to 

consumers. The court's ban on descriptors would unavoidably frustrate the FTC 's 

regulatory objectives and create precisely the "collid[ing]" regulatory "regimes" 

that Pan American and similar cases sought to avoid. Pan Am., 371 U.S. at 3 10. 

C. The FTC's Authorization of 
Descriptors Defeats Specific Intent To Defraud 

The FTC's authorization of descriptors also defeats as a matter of law any 

showing that defendants acted with "specific intent" to defraud. Courts have 

consistently rejected prosecutions targeting conduct approved by the government 

because to do otherwise would "sanction an indefensible sod of entrapment by the 

State -- convicting a citizen for exercising a privilege which the State clearly had 

told him was available to him." Raley v. Ohio, 360 U.S. 423,439 (1959); see also 

Cox v. Louisiana, 379 U.S. 559,571-72 (1965). 

For example, in United States v. Levin, 973 F.2d 463 (6th Cir. 1992), the 

Sixth Circuit rehsed to allow a mail fraud claim because employees at HHS had 

Price, 848 N.E.2d at 46 (concluding that FTC may authorize conduct through 
informal regulatory means). 



approved the challenged activities. The court held that, given such approval, the . 

government was legally "incapable of proving beyond a reasonable doubt the 

intent required to convict" and the prosecution violated "fhndarnental notions of 

fairness embodied in the Due Process clause." Id. at 468-69; see also, e.g., United 

States v. Laub, 385 U.S. 475,487 (1967) ("Ordinarily, citizens may not be 

.punished for actions undertaken in good faith reliance upon authoritative assurance 

that punishment will not attach."). Applying similar principles, this Court has held 

that approval expressed in an advisory opinion issued by a Congressional ethics 

committee could provide a good faith defense as a matter of law to a false 

statements charge pursuant to 18 U.S.C. § 1001 : since "good faith reliance upon 

advice of counsel would establish a defense against § 1001 ... reliance upon a 

specifically authorized pronouncement of one of the designated committees would. 

a fortiori do so." United States v. Hansen, 772 F.2d 940,947 (D.C. Cir. 1985) 

(emphasis added). 

As this line of authority makes clear, there can be no specific intent here 

because the very action challenged as hudulent was approved by the FTC. 

D. The Descriptors Were Not Fraudulent 

The district court's judgment with respect to the alleged low tar scheme 

must also be reversed because the descriptors were not "fraudulent" as a matter of 

law. Under the mail and wire fraud statutes, the government "bears the burden to 
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negate any reasonable interpretations that would make a defendant's statement 

factually correct." United States v. Migliaccio, 34 F.3d 15 17, 1525 (1 0th Cir. 

1994). In other words, the government must affirmatively disprove "any 

reasonable interpretation of an ambiguous statement" under which it would not be 

fraudulent. United States v. Race, 632 F.2d 1 1 14, 1 120 (4th Cir. 1980); see also 

United States v. Diogo, 320 F.2d 898,905-07 (2d Cir. 1963) ("it is incumbent upon 

the Government to negative any reasonable interpretation that would make the 

defendant's statement factually correct"). In United States v. Dale, 991 F.2d 8 19 

(D.C. Cir. 1993), this Court cited these cases favorably and found a violation of 18 

U.S.C. 5 1001 only "because [defendant's] statements were not literally true under 

a reasonable interpretation of the [statements]." Id. at 832-33 & n.22. 

Here, the government did not even attempt to satisfy this standard (nor could 

it). Indeed, the descriptors are literally true -- "[tlhere is . . . no dispute that the 

allegedly misleading terms ['light' and 'lowered in nicotine and tar'] accurately 

describe the results of the FTC testing method." Clinton, 2007 WL 21 8 1896 at 

* 1 1. Notably, the government did not, and could not, even allege that defendants 

ever expressly stated that light cigarettes are safer -- at most, the allegation was 

that the use of the descriptors "implied a health benefit." [Op.-8781 (emphasis 

added). 



Moreover, under the government's theory, light cigarettes are as unhealthy 

as regular cigarettes only when smoked in a manner or in numbers sufficient to 

produce "complete compensation." See, e-g., [Op.-7551 ("Because compensation 

is essentially complete, low tar cigarette smokers inhale essentially the same 

amount of nicotine and tar as they would from full flavor cigarettes, thereby 

eliminating any purported heal.th benefit from low tar cigarettes."); see aZso 

[Op.-755-561. This is because, as the government acknowledged and the district 

court found, there is a "dose-response" relationship between smoking and disease; 

the less tar and nicotine to which smokers are exposed, the lower the associated 

lung cancer risk. [Op. - 7531; [11/2/04 - Tr.-452 11; [Townsend - WD-801. 

Consequently, the descriptors can be deemed "false" only if one interprets 

those literally true statements as implying that light cigarettes are always healthier, 

even for smokers who compensate completely (by, for instance, smoking more 

cigarettes). But defendants never said anything remotely like that, and there is not 

a scintilla of evidence that consumers understood the descriptors to imply that light 

cigarettes would always be safer, regardless of how the cigarettes are smoked or - 

how many cigarettes are smoked. Far from the only "reasonable" interpre,tation, 

such an interpretation would not be "reasonable" at all; it would defy common 

sense. 



Beverage companies would not be making an implicitly false statement -- or 

deceiving consumers -- if the companies described their products as "low calm or 

"low caffeine" even if consumers generally increased their consumption to 

"compensate" for lower levels of the sugar and caffeine they crave. The same is 

true here. For example, if an individual compensates by smoking more light 

cigarettes, such an individual cannot reasonably expect to obtain the same benefits 

that he or she would have o~erwise obtained by not smoking more. In short, the 

government has ascribed to a literally true statement a meaning that is completely 

counter-intuitive and unsupported by the evidence -- and thus has not come close 

to negating "any reasonable interpretation that would make the defendant's 

statement factually ~orrect."'~ Indeed, the descriptors can hardly be deemed 

unequivocally false when the Fifth Circuit recently declared that they "cannot 

constitute fraud." Brown, 479 F.3d at 392. 

35 Even under the less onerous provisions of the civil FTC Act, where, as here, the 
challenged statements are "literally true," there must be "evidence of substance," 
usually consumer survey evidence, about what "the person to whom the 
advertisement is addressed find[s] to be the message." Brown & Williamson, 778 
F.2d at 40 (internal quotation marks omitted). Here, there is no evidence that 
anyone interpreted descriptors to convey the message that light cigarettes will 
always be safer even if they are smoked in a way that produces the same amount of 
tar and nicotine as full flavor cigarettes. ' 



E. The District Court's Liability Findings And Injunction With , 

Respect To "Low Tar" Descriptors Violate The First Amendment 

The district court's judgment with respect to low tar descriptors also violates 

the First Amendment. Under Central Hudson Gas & Electric Corp. v. Public Sew. 

Comm In., 447 U.S. 557 (1 980), the "entire regulatory scheme" governing a 

commercial speech restriction must be evaluated to determine 

(1) "whether the State's interests in proscribing [the speech] are substantial," 

(2) "whether the challenged regulation advances these interests in a direct and 

material way," and ( 3 )  "whether the extent of the restriction on protected speech is 

in reasonable proportion to the interests served." Edenfzeld v. Fane, 507 U.S. 761, 

767 (1993) (setting forth Central Hudson test); see also Greater New Orleans 

Broadcasting Ass 'n, Inc. v. US., 527 U.S. 173,183 (1 999). The government bears 

the burden both of identifying a substantial interest and justifying the challenged 

restriction. 1 6 . ~ ~  

1. The government cannot demonstrate a "substantial interest" in 

banning descriptors because there has been no governmental policy decision that 

36 Although "inherently misleading" commercial speech is not entitled to 
protection, the descriptors obviously cannot be "inherently misleading." As noted, 
the descriptors are true under a reasonable interpretation of them and the FTC 
determined that such statements are not deceptive. As the Fifth Circuit held, "the 
temls 'light' and 'lower tar and nicotine' cannot ... be inherently deceptive or 
untrue." Brown, 479 F.3d at 392. 



the descriptors are misleading or otherwise harmful. See supra at 70-73. Indeed, 

as noted, the FTC approved the descriptors as used by defendants because they are 

based on the FTC's own test methodology. See supra at 67-70. 

Nor can the district court or Department of Justice claim authority or 

expertise to determine whether descriptors should be banned. The judiciary has no 

authority to impose its own speech restriction in the face of a policy judgment by 

the expert agency authorizing use of the challenged speech. See Turner Broad. 

Sys., Inc. v. FCC, 520 U.S. 180, 195-96 (1997) (it is "beyond the competence of 

the Court of Appeals itself to assess the relative risks and benefits" of the speech- 

restricting policy). The same is true of the Department of Justice, particularly 

because the FTC -- the agency vested by Congress in the Labeling Act with 

tobacco-consumer.regulatory authority -- is an independent agency, not subject to 

the policy supervision of the President. Humphrey's Executor v. United States, 

295 U.S. 602,625 (1935). Thus, allowing the Department of Justice to establish 

governmental policy on descriptors would undermine Congress' decision to vest 

such important public interest determinations in an agency free from executive 

influence. 

No court has ever upheld a restriction on commercial speech where the 

legislature or regulatory agency has authorized (let alone encouraged) such speech 

as in the public interest. Indeed, with respect to commercial speech that 
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encourages harmful activity such as gambling or drinking, the Supreme Court has 

frequently held that a regulatory or legislative decision partially to permit the 

allegedly "harmful" speech by some speakers or in certain media directly 

undermines any assertion that the government's interest was "substantial" or that it 

was "directly advanced" by the challenged restriction. Greater New Orleans 

Broad. Ass 'n, 527 U.S. at 193-94; Rubin v. Coors Brewing Co., 514 U.S. 476,488 

(1 995). Similarly, this Court partially struck down an otherwise constitutional ban 

on indecent speech before midnight because the regulatory scheme permitted such 

speech on some public stations after 10 p.m. See Action for Children 's Television 

v. FCC, 58 F.3d 654 (D.C. Cir. 1995) (en banc). If this is the effect ofpartial 

permission to use the challenged speech, it inexorably follows that a legislative and 

regulatory decision completely to permit. the use of descriptors totally undermines 

any assertion that the district court's prohibition advances a substantial 

governmental interest, much less does so materially or narrowly. 

2. The government also cannot prove that the district court's ban on 

descriptors would "directly and materially" eliminate the alleged "harm" because 

defendants still would be required to disclose the FTC tar ratings in 

advertisements. In Rubin, the Supreme Court found that a ban on disclosing the 

alcohol content on beer labels could not "materially advance" the substantial 

interest in preventing consumers from buying beer on the basis of alcohol content 
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precisely because the federal government sometimes permitted such information'in 

advertising. See 514 U.S. at 488. A fortiori, the court's limited ban on 

"descriptors" cannot materially advance its goal of denying consumers information 

about low tar cigarettes when the basis for the descriptors -- the FTC Method 

results -- must be included in all cigarette advertisements. 

3. The district court's ban is also plainly "more extensive than is 

necessary" to serve any interest in avoiding consumer confusion. In addition to the 

fact that any restriction beyond that imposed by Congress or the FTC is overbroad 

as a matter of law, there is a less restrictive alternative that advances any 

conceivable governmental interest: requiring defendants to make additional 

disclaimers in their advertising. This very issue is currently pending before the 

FTC. See [US - 458231 Indeed, the court's speech ban is based on nothing more 

than its facially impermissible assumption "that the public is better kept in 

ignorance than trusted with correct but incomplete information." Pearson v. 

Shalala, 164 F.3d 650,657 (D.C. Cir. 1999) (quoting Bates v. State Bar ofAriz., 

433 U.S. 350,374-75 (1977)); see also Bates, 433 U.S. at 375 ("we view as 

dubious any justification that is based on the benefits of public ignorance"); 44 

Liquormart, Inc. v. Rhode Island, 5 17 U.S. 484,503 (1 996) (plurality) ("The First 

Amendment directs us to be especially skeptical of regulations that seek to keep 

people in the dark for what the government perceives to be their own good."). In 
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Pearson, this Court rejected as "almost fi-ivolous" the governmknt's 44paternalistic" 

contention that explicit "health claims lacking 'significant scientific agreement' are 

inherently misleading because they have such an awesome impact on 

consumers ... " 164 F.3d at 655. 

In light of the strong presumption in favor of correcting, rather than banning, 

potentially "misleading" speech, the Supreme Court has "repeatedly pointled] to 

disclaimers as constitutionally preferable to outright suppression." Pearson, 164 

F.3d at 657 (internal quotation marks and citations omitted); see also Bates, 433 

U.S. at 375 ("the preferred remedy is more disclosure, rather than less"); Peel v. 

Attorney Registration And Disciplinary Corn 'n, 496 U.S. 91, 109 (1990) 

(discussing bcpresumption favoring disclosure over concealment"). Here, any 

perceived consumer confusion would necessarily be more than eliminated by 

disclaimers disavowing any health benefits (like those communicated by 

defendants after Monograph 13). Pearson, 164 F.3d at 657. 

For these reasons, the district wurt's judgment with respect to descriptors 

cannot survive Central Hudson. 

F. The District Court Erred In Enjoining Defendants From . . 

Using "Low Tarn And Other Descriptors In Foreign Nations 

The district court's ban on using low tar descriptors is not limited to sales in 

the United States. Rather, in section III(A)(4) of its Order, the court extended the 
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ban to cigarettes sold anywhere in the world. [DN - 5800 - 6-71. Thus, the court 

purported to determine how cigarettes could be marketed in Germany, Argentina, 

China, and scores of other countries around the world, irrespective of each 

country's own domestic policies. The court attempted to justify this breathtaking 

assertion of global judicial power by invoking the "effects" test. [DN-5800-6- 

7 1 . ~ ~  

The district court's reasoning does not withstand scrutiny. Under 8 1964(a), 

the use of descriptors in foreign countries cannot be enjoined unless such an 

injunction would "prevent and restrain" a future RICO violation. However, the 

sale of cigarettes wholly outside the United States cannot violate RICO. Federal 

statutes are presumed not to apply extraterritorially unless Congress expresses a 

contrary intent, see, e.g., EEOC v. Arabian Am. Oil Co., 499 U.S. 244,248 (1991), 

and Congress has expressed no such intent here. See North South Fin. Corp. v. AE- 

Turki, 100 F.3d 1046, 105 1 (2d Cir. 1996) ("The RICO statute is silent as to any 

extraterritorial application ."). 

To be sure, some courts have applied the "effects test" to IUCO, under 

which a statue can apply extraterritorially to conduct abroad provided that conduct - 
has a "substantial effect" in the United States. See, e.g., Alfadda v. Fenn, 935 F.2d 

'' This is the only provision of the final judgment that pu~ports to have 
extraterritorial application with respect to defendants other than BATCo. 
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475,479 (2d Cir. 1991). However, nothing in RICO or its legislative history 

reflects a congressional intent to reach conduct that occurs outside of the United 

States. See Jose v. M/VFir Grove, 801 F. Supp. 349,357 (D. Or. 1991) (rejecting 

effects test as contrary to congressional intent). However, even assuming -- which 

this Court has never held -- that the "effects" test applies, the worldwide ban on 

descriptors would fail that test, The "effects" test requires a showing of 

"substantial effects within the United States" as "a direct and foreseeable result of 

the conduct outside the territory of the United States." Consol. Gold Fields PLC v. 

Minorco, S.A., 871 F.2d 252,261 -62 (2d Cir. 1989). The "effects" test is not 

satisfied by transactions that "have only remote and indirect effects in the United 

States." Id. at 262. Here, the government offered absolutely no evidence that the 

use of descriptors in other countries would have any impact on the United States -- 

much less the direct, foreseeable, and substantial effect required by the "effects" 

test -- and the district court failed to make any such finding. 

Furthermore, the ban on the use of descriptors in foreign markets would also 

impermissibly intrude on the sovereignty of foreign nations. The district court 

declared that there was "no justification, either legal or ethical," for permitting 

anywhere in the world the use of descriptors the court had prohibited in the United 

States. [DN - 5800 - 81. The court, however, should not be allowed to arrogate to 

itself the power to decide the domestic policies of foreign States, especially when 
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the court itself acknowledged that studies continue to suggest that low tar 

cigarettes are safer. See, e.g., [Op. - 761-62,7641. The court's legal and moral 

convictions do not empower it to legislate for the rest of the world. See, e.g., 

Microsoft Corp. v. A T&T Corp., 1 27 S. Ct. 1746, 1 758 (2007) ("Foreign conduct is 

[generally] the domain of foreign law [which] may embody different policy 

judgments ...") (citation and internal quotations omitted); F. Hornan-La Roche 

Ltd. v. Empagran S.A., 542 U.S. 155, 165 (2004) ("Why should American law 

supplant, for example, Canada's or Great Britain's or Japan's own determination 

about how best to protect Canadian or British or Japanese customers from 

anticompetitive conduct engaged in significant part by Canadian or British or 

Japanese or other foreign companies?"); N S. Fin. Corp. v. Al-Turki, 100 F.3d 

1046, 1052 (2d Cir. 1996). 

VI. THE DISTRICT COURT ERRED BECAUSE THE ALLEGED 
FRAUDULENT STATEMENTS WERE NEITHER MATERIAL NOR 
INTENDED TO DEPlRIVE ANYONE OF MONEY OR PROPERTY 

The district court also committed reversible error with respect to the alleged 

schemes other than low tar (which fails for the reasons stated in Section V) 

because it failed to apply two essential prerequisites to any violation of the fraud . 

statutes: that the defendant must have intended to deprive someone of "money or 

property" and that the alleged fraudulent statement must have been "material." 



To show a violation of the mail and wire fraud statutes, the government had 

to prove that defendants' statements were designed fraudulently to deprive tobacco 

consumers of their money. See McNally v. United States, 483 U.S. 350, 360 

(1 987). Even knowingly false statements (and these were not) designed to mislead 

the government or to deceive the public to secure support for forestalling anti- 

tobacco regulation are not actionable under the mail and wire fraud statutes. See 

Cleveland v. United States, 53 1 U.S. 12, 19 (2000); see also Reynolds v. East Dyer 

Dev. Co., 882 F.2d 1249 (7th Cir. 1989). 

Moreover, a fraudulent statement not only must be made with the intent to 

deceive, but must be "material" -- i-e., "of importance to a reasonable person in 

making a decision about a particular matter or transaction." United States v. 

Winstead, 74 F.3d 13 13, 1320 (D.C. Cir. 1996); see also Neder v. United States, 

527 U.S. 1,25. The reasonable person for these purposes is presumed to be a 

person of "ordinary prudence and comprehension." Corley v. Rosewood Care 

Center, Inc. of Peoria, 388 F.3d 990, 1009 (7th Cir. 2004). 

The district court did not address materiality in connection with any specific 

scheme (other than low tar cigarettes, discussed supra at V ), or with respect to any .... 

of the alleged predicate acts, but made two general observations about it. First, the 

court said that the question of materiality "answers itself' because defendants 

annually spent "millions upon millions of dollars in advertising." Cop.-1 5851. 
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. . 
But, theproduct advertising that defendants spent millions on is not the source of 

the alleged misrepresentations. Rather, the alleged public falsehoods were largely 

contained in representations to government agencies or the general public that 

focused on issues such as ETS or addiction. Moreover, a large majority (about 

79%) of the statements cited in the district court's opinion were internal 

communications, which were never made available to the public and thus could not 

have been intended or likely to defraud consumers. See infa at 112 1 ~ 4 3 . ~ ~  

Second, the district court assumed materiality based on the unsupported and 

counter-intuitive contention that, "for much of the period," defendants, rather than 

the "public health community," were "the primary source of information regarding 

cigarette smoking and tobacco addiction" and it was therefore "reasonable ... for 

consumers to believe that the Defendants' statements accurately reflected the 

current knowledge about the dangers of smoking." [Op.-15841. The court's only 

support for this assertion is the part of its opinion describing the public health 

community's struggle to determine the essentially semantic issue of whether 

smoking should be described as an "addiction" prior to 1988. See [Op. - 336-46, 

15841. But if consumers relied on tobacco companies' view of addiction during 

38 Approximately 75 1 of the 822 documents the district court cited on addiction 
(9 1 %) were internal communications, [Op. - 332-5 141, as were 522 of the 6 10 
(86%) ETS documents, [Op. - 1210-14071. 



the "period" prior to 1988, there would be no fraudulent misrepresentation 
. . 

because, according to the court, those pre- 1988 statements comported with the 

views of the public health community and only became fraudulent in that year. See 

infra at 106-07. And, after 1988, when the Surgeon General and public health 

community repeatedly told the public that smoking is addictive, there is no 

evidence or finding to support the implausible notion that consumers would look to 

the financially motivated views of defendants, rather than the "consensus" of the 

public health community. 

Finally, the complete absence of evidence that any consumer anywhere 

actually took defendants' statements into account in deciding whether to purchase 

cigarettes wholly belies the notion that a "reasonable person" would think these 

statements important. Even though the government need not prove actual reliance 

to establish a violation of the fraud statutes since they reach "schemes to defraud," 

not just completed frauds, the absence of evidence of actual consumers' views here 

is virtually dispositive, particularly given that the alleged fraud occurred over 

decades during which millions of cigarette purchasers received mandated health 

warnings. 

A more detailed review of the specific hudulent "misrepresentations" 

hrther reveals the deficiencies in the district court's analysis. 



A. Youth Marketing 

The government alleged -- and the district court found -- that defendants 

committed fraud not by targeting youth with cigarette advertising (which is not a 

RICO violation), but rather by denying that they targeted youth with their 

advertising. But defendants' statements denying youth marketing cannot constitute 

indictable mail or wire fraud crimes because they were neither material nor 

intended to deprive smokers of money or property. 

First, the district court never found that defendants' statements denying 

youth marketing were material. This omission is hardly surprising. Neither logic 

nor evidence supports the bizarre notion that any person, young or old, would have 

stopped or refrained from smoking if defendants "admitted" that they marketed to 

youth. See In re Tobacco Cases 11,220 Cal. Rptr. 3d 693,714 n.21. (Cal. Ct. App. 

2004) (dismissing similar claims of fraud in denying youth marketing on 

materiality grounds; it was "implausible that" such statements "factored into 

[plaintiffs'] decision to smoke"), a@', -- cal. Rptr. --, 2007 WL 2199006 (Cal. 

Aug. 2,2007). 

Second, there is no evidence or finding that defendants' denials were 

intended to deprive consumers of money or property. Indeed, the district court 

found, and the government's own witness conceded, that defendants' statements 



were motivated by a desire to "avoid regulation by the FTC." [Op. - 1 1741; 

[12/1 5/04 - Tr. - 8608-1 11. 

B. Nicotine Manipulation 

Defendants' denials concerning nicotine manipulation were not "material" to 

a reasonable consumer's purchasing decisions for the simple reason that there is no 

evidence that tobacco consumption would be different if defendants (contrary to 

the evidence and their own beliefs) admitted that they deliberately increased or 

manipulated the levels of nicotine. 

In any event, the denials were true. Defendants, when denying nicotine 

manipulation, were denying allegations that they spiked or increased nicotine 

levels. [Op. - 639,646-47,649-521. The district court, however, found defendants' 

denials false only by defining "nicotine manipulation" so broadly as to include 

design changes that reduced nicotine levels. [Op. - 567-691. But defendants never 

denied reducing nicotine levels, and the court never found to the contrary.39 

39 Moreover, defendants were correct in denying that the use of ammonia during 
their manufacturing processes raises the pH level of nicotine or its rate of 
absorption into the blood. The government's experts uniformly testified that there 
was insufficient evidence to conclude that defendants' use of ammonia caused an 
increase in the pH level of nicotine or had any effect on the rate of nicotine 
absorption into the bloodstream or brain. [11/29/04 Tr. 71 56-58,71641; [11/2/04- 
Tr. 4792-931; [11/29/04 Tr. 7 165-661; [11/2/04 Tr. 4804-08,4810-121; - - - - - 

[ 10/~/2004 - Tr.-20 17- 1 81. 



C. The Health Effects Of Smoking 

The "adverse health consequences of tobacco [are] well known." Brown & 

Williamson Tobacco Corp., 529 U.S. at 138. Indeed, Congress' explicit warnings 

concerning these negative health effects have been prominently displayed on every 

cigarette package since January 1, 1966. Thus, "[nlo jury could find that a 

reasonable Cperson] would be misled by [a] statement . . . when the truth was under 

his nose in black and white (many times over)." Assocs. in Adolescent Psychiatry, 

S.C. v. Home Life Ins. Co., 941 F.2d 561,570 (7th Cir. 1991); see also, e.g., Blount 

Fin. Sews., Inc. v. Walter E. Heller & Co., 8 19 F.2d 15 1, 153 (6th Cir. 1987); 

United States v. Brown, 79 F.3d 1550, 1559 (1 1 th Cir. 1996). 

Here, the district court found only that, "in the early days," smokers "did not 

want to believe ... that smoking was disastrous for their health." [Op.-1584-861. 

Of course, many courts have dated common knowledge of the health risks and 

addictiveness of smoking to the 1950s or even earlier. See, e.g., Insolia v. Philip 

Morris Inc., 128 F. Supp. 2d 1220, 1221 (W.D. Wis. 2000); Estate of White v. R.J. 

Reynolds Tobacco Co., 109 F. Supp. 2d 424,433 (D. Md. 2000). Certainly, by the 

mid-1 970s, the public was aware of smoking's adverse health consequences and 

thus any inconsistent assertion by defendants could not be material to a reasonable 



person. [JD - 002701~000092].40 At a minimum, smoking's adverse health 

consequences have been universally recognized for at least the last ten years, and 

defendants have not denied those consequences during that same time period. 

There is, therefore, no basis for prospective relief. See supra at 54-55. 

D. ETS, Addiction, And Suppression 

Finally, the government did not establish, nor did the district court find, that 

defendants' statements about the health effects of ETS and addiction, or their 

alleged suppression of research, were material or intended to deprive consumers of 

money. As to ETS, only one act was charged (RA 42). [Op. - App.111-10). It 

concerns a 1977 statement and is not even mentioned in the district court's findings 

or conclusions regarding ETS. The evidence concerning statements not charged as 

predicate acts suggests at most that defendants' statements were designed to ward 

off government regulation, such as prohibiting smoking in restaurants, not to 

induce individuals to purchase cigarettes. The same is true regarding the alleged 

suppression of documents. See [Op. - 1407-08) (suppression to bbprotect their public 

positions ... avoid or limit liability ... in litigation, and prevent regulatory 

limitations"). As to addiction, there is simply no basis to conclude that the 

semantic debate over whether cigarette smoking causes "addiction" or 

40 See also [9/28/04_Tr. - 8 50'1; [JD - 01 22971; [JD_063736 - 31; [JD-002698-24-253; 
[JD-08003 11. 



"dependence," see infra at 106-07, would be material to a reasonable person since' 

both clearly convey the same important information to consumers -- that smoking 

can be difficult to quit. 

VII. THE DISTRICT COURT ERRED IN FINDING FRAUD 
RELATING TO ENVIRONMENTAL TOBACCO SMOKE 

The district court concluded that, when defendants asserted that the available 

scientific evidence has not established .that ETS causes disease, they violated 

criminal fiaud statutes because this view was contrary to a scientific "consensus" 

that developed in 1986. See, e-g., [Op. - 1525-261. 

However, good faith is a complete defense to allegations of mail fraud. 

United States v. Young, 470 U.S. at 3 1-32. Relatedly, a "statement of opinion 

cannot constitute fiaud, except in unusual circumstances." de Magno v. United 

States, 636 F.2d 7 14,720 n.9 (D.C. Cir. 1980); see also United States v. Amlani, 

1 1 1 F.3d 705,7 17-1 8 (9th Cir. 1997) (misrepresentation cannot be based on 

expression of opinion); Migliaccio, 34 F.3d at 1524 ("inaccurate, incorrect or 

wrong" opinions not actionable). 

These principles apply with particular force with respect to an ongoing 

scientific debate about the health effects of products. Courts have repeatedly ruled 

that "taking one side of a medical or scientific dispute is [not] 'fraud."' Luckey v. 

~ a r t e r  ~ehlthcare Corp., 183 F.3d 730,733 (7th Cir. 1999); Singer v. Am. 



Psychological Ass 'n, 1993 WL 307782, at * 1 1 (S.D.N.Y. Aug. 9, 1993) (when 

parties are "engaged in heated debate as to the scientific validity of [a] theory ... 

[expressing] their views to others over the telephone and through the mails ... does 

not transform those acts into fraud constituting a RICO conspiracy"); Senart v. 

Mobay Chem. Corp., 597 F. Supp. 502,506 (D. Mim. 1984) ("taking a particular 

view in a scientific debate" is protected by the First Amendment). 

Thus, a defendant's views on a complex scientific debate about its products 

will rarely, if ever, be deemed "false," at least unless it is clear that the defendant 

did not subjectively believe the assertion or that it is entirely devoid of legitimate 

support. See OIImun v. Evans, 750 F.2d 970,975-76 (D.C. Cir. 1984) (en banc) 

(''There is no such thing as a 'false' opinion."). Any other rule would severely 

restrict valuable contributions to the marketplace of ideas by criminalizing any 

input from commercial entities that runs counter to the majority or "consensus" 

view. Such a result is foreclosed by both the rule of lenity, supra at 28, and, given 

the obvious First Amendment implications, the doctrine of constitutional doubt. 

See Pennsylvania Dep't of Corr. v. Yeskey, 524 U.S. 206,212 (1998). 

Here, there was a legitimate basis for defendants' views that the link 

between ETS and disease had not been definitively established. 

1. As an initial matter, it is undisputed that, before 1986, defendants' 

statements were not contrary to any "consensus," even under the district court's 
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view of the facts. Before 1986, the Surgeon General, whose reports the court 

found to "represent the scientific consensus on smoking and health topics," 

[Op.-12321, had not concluded that ETS exposure causes disease, [Op.- 12 15-30, : 

14061. Indeed, in late 1984, one of the government's ETS experts found that there 

was a "paucity of data" linking ETS to lung cancer in non-smokers that 

"contrast[ed] sharply with the literature cited in the 1964 Surgeon General's Report 

which characterized active cigarette smoking as a cause of lung cancer." 

[JD_067821 - 2361. In January 1986, Surgeon General Koop wrote that "the . . . 

statement that the 'currently available data do not support a conclusion that 

exposure to [ETS] represents a health hazard' is supportable, given the existing 

evidence." [JD - 023486 - 21. Thus, according to the court's own findings, 

defendants' pre-1986 statements accurately reflected the state of the scientific 

evidence at the time. 

Nor was there any basis for concluding that any defendant uniquely 
. ..- 

possessed relevant scientific evidence that was unavailable to the scientific 

community. Although the district court referred to defendants' supposed "internal 

acknowledgment of the hazards of secondhandsmoke," [Op. - 15231, the only type 

of bbacknowledgment" identified was that ETS contains substances that could be 

carcinogenic or toxic and that a few published studies had found a weak statistical 

correlation between spousal smoking and lung cancer. [Op. - 1239-581. The 
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Surgeon General and public health scientists were well aware of these facts, see, 

e.g., [Op. - 12 15-30], but also had not concluded that ETS exposure causes disease. 

[Op.-14061. 

2. The district court also had no grounds to conclude that defendants' 

post- 1986 ETS statements either lacked a legitimate basis or did not reflect the true 

beliefs of the persons who made the statements. Indeed, in 1998, a federal district 

court found that the EPA, using methodologies similar to that employed by the 

Surgeon General and government expert. here, did not have "suEcient evidence to 

conclude ETS causes cancer in humans" because there was a "significant number 

of studies and data which demonstrated no association between ETS and cancer" 

and because the "EPA did not demonstrate a statistically significant association 

between ETS and lung cancer." Flue-Cured Tobacco Coop. .Stabilization Corp. v. 

EPA, 4 F. Supp. 2d 435,438,463 (M.D.N.C. 1998), vacated on other grounds, 3 13 

F.3d 852 (4th Cir. 2002). Standing alone, this 1998 finding by a federal court 

demonstrates that defendants' expression of similar opinions was not fraud. 

Moreover, notwithstanding the alleged "consensus," independent scientists 

shared defendants' judgment about ETS and disease causation after 1986. 

[9/29/04 - Tr. - 1104, 11421. For example, scientists continued to cluestion the 

Surgeon General's conclusion because of the "limits of its methodology," 

"substantial gaps in the available data," and "substantial differences in opinion on 

104 



how to interpret the data." See [JD_002889]; [D-0028901; [JD-042153-1641 

(recognizing that there "are still uncertainties associated with the assessment of 

ETS"). Likewise, in 2003, the editor of the British Medical Journal stated that 

"[wle must be interested in whether passive smoking kills, and the question has not 

been definitively answered. It's a hard question, and our methods are inadequate." 

[JD- 024502 - 5051. The district court provided no explanation of how defendants' 

opinions could have lacked a legitimate scientific basis in light of similar post- 

1986 statements by non-industry scientists. 

3. Nor was there any evidence that defendants believed that ETS had 

been shown to cause serious disease in otherwise healthy adult non-smokers. All 

of defendants' current and former employees and consultants consistently testified 

that they believed that ETS had not been shown to cause chronic disease in healthy . 

adult non-smokers. See [ 1 1 101 104 - Tr. - 44401; [ 10126104-Tr.38921; 

[Ogden-WD - 41 - 421; [1/26/05 Tr. - 1 1266-1 12721. The existence of two industry- 

sponsored studies by outside scientists finding a correlation between ETS exposure 

and disease, [Op. - 1257-581, does not constitute evidence of defendants' beliefs. 

At most, these studies are consistent with the conclusion that by the 1990's many 

outside scientist. thought that ETS causation had been established -- a point no one .. 

denies. They do not suggest that the minority view is "false," much less that it was 

not believed by defendants or devoid of a legitimate basis. 
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VIII. T a E  DISTRICT COURT ERRlED IN 
. . 

FINDING FRAUD RELATING TO ADDICTION 

The district court's ruling regarding "addiction" transforms a semantic 

debate into a criminal fraud case. Unquestionably, smoking is difficult to quit. 

The question here, however, is which label to affix to this difficulty -- "addiction" 

or "dependence." Defendants did not commit a RICO violation by arguing against 

the use of the word "addiction." 

Fraud requires a misstatement of fact. A "fact" is something that is 

"objectively capable of proof or disproof." Ollman, 750 F.2d at 982. A statement 

is factually "false," therefore, only if it avers or clearly implies an event or 

characteristic that is disproved through objective evidence. Id. at 98 1. Thus, 

statements concerning or using "indefinite terms," id., almost inherently cannot be 

"false" because, by definition, they are vague and imprecise. See id. at 979-80. 

More specifically, as noted, a "facial[ly] ambigu[ous]" term cannot be fraudulent 

unless the government affirmatively disproves "any reasonable interpretation of 

[the] ambiguous statement" under which it would not be fraudulent. Anderson, 

879 F.2d at 376 (emphasis added); see supra at V(D). 

Here, as the district court acknowledged, "[tlhe scientific and medical 

community has struggled with the choice of the proper nomenclature to describe 

the human affinity for nicotine and has moved from 'habituation' to 'dependence' 



to 'addiction. "' [0p,349-501. In 1964, the Surgeon General, applying accepted 

scientific definitions, determined that smoking was not addictive, but was a habit. 

[Op.-3381. It was not until 1988 that the Surgeon General said that smoking was 

"addictive" -- indeed, that smoking met "the same criteria for addiction that apply 

to heroin, morphine, and cocaine" -- and, even then, he was able to do so only by 

significantly redefining the criteria for determining addiction. [Op. - 341 -421 (new 

criteria used in 1988); [Op. - 343-441 (intoxication, withdrawal, tolerance 

eliminated); see also [ 1 111 2/04 - Tr. - 464 1-44] (describing same). Government 

experts involved in the decision to change the definition conceded that the label 

"addictive" was "pejorative," a "loaded term," and had "antisocial connotations." 

[11/2/04 - Tr. - 46361; [JD - 04596 - 38SJ. 

More importantly, an ambiguous term cannot cause consumer deception 

unless it is actually contrary to consumers' understanding of that term -- regardless 

of the technical definition given by the scientific community. As the government's 

expert wrote in connection with the 1988 Surgeon General's report, "highly 

technical terms" are not always accurately communicated to, or interpreted by, the 

"public." [JD - 004593 - 20271. And here there is no evidence that the public's 

understanding of the term "addiction" would be the same as the Surgeon General 

or would encompass cigarette smoking -- i.e., that the public would call a 

dependent smoker a "drug addict." Indeed, that the Surgeon General altered the 
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definition of addiction in 1988 to encompass tobacco products confirms that the ' 

term is inherently ambiguous and its application to cigarettes was novel and 

controversial. See [I 1 /23/04_Tr.-69521; [ 1 1/29/04_Tr.-709 1 -921. 

Thus, the government did not prove through clear and convincing evidence 

that defendants committed criminal fraud at the time they took issue with the 

characterization of cigarettes as "addictive." 

IX. THE DISTRICT COURT'S APPLICATION OF THE 
*FRAUD STATUTES VIOLATES THE FIRST AMENDMENT 

A substantial majority of defendants' allegedly fraudulent statements were 

either designed to persuade government agencies or legislators to reject more 

severe regulation of tobacco products or to present the industry's views in the 

ongoing public debates about tobacco. (After all, speech directed at consumers to 

induce a commercial transaction would not focus on, for example, denying that the 

adverse health effects of ETS have been firmly established or debating whether 

tobacco produces "dependence" or "addiction" -- these are plainly statements 

designed for the regulatory or public policy context.) Statements to reject more 

severe regulation enjoy immunity fiom statutory penalties under Noerr-Pennington 

even if they are deemed false or misleading. And statements presenting views in 

ongoing public debates may not, as the United States itself has recognized, be 

penalized unless it is demonstrated that the speaker knew, or must have known, 



that the speech constituted a false statement of fact and that the statement was 

actually material to consumers. See Brief for the United States as Amicus Curiae 

Supporting Petitioners at 17-19, Nike, Inc. v. Kasky, 539 U.S. 654 (2003) ("U.S. 

Nike Brief '). Because the judgment rests on statements protected by the First 

Amendment, it must be reversed in its entirety." 

A. Many Of The Alleged 148 Racketeering Acts 
Are Protected By The Noerr-Pennington Doctrine 

Since "the whole concept of representation depends upon the ability of the 

people to make their wishes known to their representatives," the Noerr-Pennington 

doctrine immunizes speech that "attempt[s] to persuade the legislature or the 

executive to take particular action," Eastern R.R. Presidents Conference v. Noerr 

Motor Freight, Inc., 365 U.S. 127, 136 (1961), or otherwise "genuinely seeks to 

achieve [a] governmental result." Allied Tube & Conduit Corp. v. Indian Head, 

Inc., 486 U.S. 492, 507 n.10 (1988); see also United Mine Workers ofAmerica v. 

Pennington, 38 1 U.S. 657,669 (1965). 

The doctrine protects not only speech made directly to the government, but 

also speech that is "incidental to a valid effort'to influence governmental action," 

including, for example, a "publicity campaign directed at the general public, 

4 1 This section addresses the First Amendment with respect to all of .the alleged 
schemes except for low tar, which is discussed supra at V(F). 



seeking legislation or executive action." Allied Tube, 486 U.S. at 499; see id, at 

503; Sosa v. DIRECTY Inc., 437 F.3d 923,934 (9th Cir. 2006). Accordingly, the 

Noerr-Pennington doctrine protects speech that "advocate[s] ... causes and points 

of view respecting [the] resolution of ... business and economic interests." 

California Motor Transp. Co. v. Tmckz'ng Unlimited, 404 U.S. 508,511 (1972 )~~  

The Supreme Court has also made clear that Noerr-Pennington immunizes 

even false statements from statutory sanction. See, e-g., Allied Tube, 486 U.S. at 

499-500; Boone v. Redevelopment Agency of San Jose, 841 F.2d 886,896 (9th Cir. 

1988); Davric Maine Corp. v. Rancourt, 216 F.3d 143, 147 (1st Cir. 2000). In 

Noerr itself, the defendant allegedly engaged in activities that fell "fa. short of the 

ethical standards generally approved in this country," including planting 

misleading newspaper and magazine articles, generating biased research results 

that falsely appeared to emanate from independent sources, and grossly distorting 

empirical data in order to slant the conclusions in favor of the railroads. 365 U.S. 

at 139; see also Eastern R.R. Presidents Con$ v. Noerr Motor Freight, Znc., 1 55 F .  

42 Noerr-Pennington immunity extends to a variety, of statutory and common law 
actions in addition to the antitrust laws, including RICO, which was modeled after 
the antitrust laws. See International Brotherhood of Teamsters .v. Philip Morris, 
Inc., 196 F.3d 8 18,826 (7th Cir. 1999); Sosa, 437 F.3d at 93 1 ; Sedima, S.P.R.L. v. 
Imrex Co., 473 U.S. 479,489 (1985). 



Supp. 768, 774-8 16 (E.D. Pa. 1957) (exhaustively detailing the alleged activities), 

rev'd on other grounds, 365 U.S. 127 (1961). 

The district court paid lip service to Noerr-Pennington but decreed, without 

explanation or citation, that the doctrine applied only to six communications "made 

directly to legislative bodies" -- i.e., the bbtestimony77 of five of defendants' CEO's 

"before the Waxman Subcommittee" in the House and a "letter fiom Philip Monis 

to Rep. Waxman" concerning that testimony. [Op.-1562-643. Limiting Noerr- 

Pennington immunity to only direct statements before Congress is plainly wrong. 

As noted, the Supreme Court has made clear that the doctrine extends to speech 

that is "incidental to a valid effort to influence governmental action," including a 

"publicity campaign directed at the general public, seeking legislation or executive 

action," and Noerr itself involved precisely such a publicity campaign. AIlied 

Tube, 486 U.S. at 499. 

Here, defendants' statements concerning ETS, addictiveness, nicotine 

manipulation, and youth marketing were designed to respond to potential 

regulatory and legislative initiatives by legislators, the Clinton Administration, the 

FDA and similar agencies, as well as the torrent of regulatory and litigation 

initiatives by state and municipal governments. For example, under a proper 

interpretation of Noerr-Pennington, almost 60% of the public communications 

cited by the district court in its findings of fact regarding the addiction and 
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manipulation sub-schemes were petitioning or incidental to a petitioning campaign. 

[Op. - 332-6551. Regarding ETS, it was just over 30%. [Op. - 12 10- 14071.~~ If 

Noerr-Pennington stands for anything, it is that an industry cannot be denied its 

right to participate in this type of "political arena" debate in order to influence 

legislation or regulation "in the very instances in which that right may be of most 

importance to them." Noerr, 365 U.S. at 139. 

The district court's judgment appears predicated on statements that are 

protected under Noem-Pennington (it is impossible to know for sure because the 

court failed to identifj which schemes or racketeering acts formed the basis of 

liability, see supra at IV). This error requires that the judgment be reversed. 

B. The District Court's Judgment 
Impermissibly Infringes Free Speech 

It is a bedrock fi-ee speech principle that the government "may [not] impair 

the effective exercise of the right to discuss freely industrial relations which are 

43 These statements include testimony concerning pending or anticipated 
legislation, regulation, governmental reports, or public commentary regarding the 
same. The district court cited a total of approximately 3,5 1 1 statements by 
defendants in the discussion of the alleged RICO sub-schemes. The vast majority - 
- roughly 2,777 -- were purely internal communications and hence not made to the 
public at all. Of the remaining 734, approximately 156 were protected by Nuerr- 
Pennington; approximately 26 were public opinion advertisements; approximately 
373 were commentaries on public issues (e.g, a statement made by a defendant to a 
public audience in a press release, letter to a consumer, annual report, newsletter, 
website, or quoted in a publication); and only about 179 were brand 
advertisements. [Op. - 2 19-14781. 



matters of public concern." ThornhiZl v. Alabama, 310 U.S. 88,104 (1940). As ' 

the Supreme Court has frequently noted, "erroneous statements of fact" are 

"inevitable in free debate." Gertz v. Robert Welch, Inc., 41 8 U.S. 323, 340 (1973); 

see also Time, Inc. V. Hill, 385 U.S. 374,389-90 (1967) (same). Consequently, 

"punishment of error runs the risk of inducing a cautious and restrictive exercise of 

the constitutionally guaranteed freedom of speech." Gertz, 41 8 U.S. at 340. 

Therefore, in light of the "profound national commitment to the principle that 

debate on public issues should be uninhibited, robust and wide-open," the Supreme 

Court, in the libel context and elsewhere, has "require[d] that we protect some 

falsehoods" to ensure the "breathing space" demanded by the First Amendment. 

N m  York Times Co. v. Sullivan, 376 U.S. 254,270 (1964); Gertz, 418 U.S. at 341 - 

42. 

The district court's judgment violated these necessary speech protections 

both through (1) its substitution of its fictional "collective company intent" 

doctrine for the "specific intent" requirement and (2) its unsupported presumption 

that the speech at issue was material to consumers. These errors applied to all of 

the alleged schemes other than low tar (addressed supra at V) and therefore require 

reversal of the judgment. 

First, with respect to defendants' non-commercial speech, even if the district 

court's "collective intent" holdings somehow complied with statutory 
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requirements, those holdings would still run afoul of the First Amendment, which 

does not pennit eliminating the scienter requirement. For example, although the 

New York Times and Time magazine were ultimately responsible for their 

reporters' falsehoods under respondeat superior principles, a court could not find 

that a libelous or "false light" statement was deliberately or recklessly false unless 

the persons actually involved in preparing the challenged article knew the facts 

were false or recklessly disregarded their falsity. See New York Times Co., 376 

U.S. at 287 ("The mere presence of stories in the files does not, of course, establish 

that the Times 'knew' the advertisement was false, since the state of mind required 

for actual malice would have to be brought home to the persons in the Times' 

organization having responsibility for the publication of the advertisement."). But 

the district court's "collective corporate intent" doctrine does worse than that by 

attributing to the defendants' speakers not only the beliefs of other employees at 

their corporation, but also the beliefs of those at competing corporations. See, e.g., 

Bose Corp v. Consumers Union, 466 U.S. 485,505 (1 984) (comparing libel to 

fraud cases for purposes of scienter requirement under First Amendment); In  re 

Grand Jury Matter, 764 F.2d 983,987-88 (3d Cir. 1985) (explaining that in both 

libel and fraud, ban is permitted because of scienter requirement). 

Second, and equally important, the district court's expansive definition of 

what is "material" greatly chills protected speech on matters of public interest. As 
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noted, the court essentially presumed materiality. Indeed, the court expressly held 

that defendants' representations were "material" even if a "reasonable person" 

would not regard them as important in determining whether to purchase tobacco. 

[Op._l583-871. 

Based on this reasoning, defendants' views on a host of matters such as 

youth marketing and nicotine manipulation were deemed to influence consumers' 

purchasing decisions, even though there was no evidence that any consumer was 

actually influenced by those statements or that the purpose of those statements was 

to induce purchases, as opposed to responding to concerted attacks in the political 

or regulatory arena. Under this dangerous doctrine, any time an industry speaks in 

the political arena about the effects of its products on health or the environment, it 

can be charged under RICO or the fraud statutes even though there is no showing 

either that the challenged speech was intended to induce a commercial transaction 

or that anyone took such speech into account in making their purchasing decisions. 

For example, executives from transportation or energy companies could be 

imprisoned if they opined in good faith that the link between carbon dioxide and 

global warming has not been established, because such views would purportedly - , 

be "material" under the fraud statutes and would be inconsistent with the 

"consensus" position articulated by 2,500 international scientists in a recent United 



Nations report. See Elisabeth Rosenthal & Andrew C. Revkin, Science Panel Calls 

Global Warming "Unequivocal, " N.Y. T IMES,  Feb. 3,2007, at Al .  

The United States itself has correctly acknowledged that a far less draconian 

California consumer protection law prohibiting "false and misleading" statements 

by a company "about its own products or its own operations" violated the First 

Amendment, regardless of whether those statements constituted "commercial" or 

"non-commercial" speech. U.S. Nike Brief at 28-29. The government argued that 

the consumer fraud statute impermissibly chilled speech about commercial 

products because liability could be imposed without a showing of actual and 

detrimental consumer reliance on the false statements: the "traditional principles 

that govern judicial actions for commercial misrepresentations have always 

required a substantial link between the challenged statements and the resulting 

injury ... [to] eliminate the prospect that ... a misrepresentation respecting a 

commercial product or transactions might chill protected speech." U.S. Nike Brief 

at 9- 10 (emphases added). 

The government correctly observed that a "traditional suit for 

misrepresentation is directed at what is essentially conduct -- the inducement and 

execution of a purchase or sale -- rather than the content of the speech itself," thus 

posing a "diminished risk of chilling protected expression." Id. In contrast, 

general statutes allowing actions against misrepresentation "based on no more than 
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a threshold showing of materiality ... unacceptably chill[] speech, particularly . 

unpopular speech that is likely to become the target of such lawsuits." Id. at 23; 

see also Gertz, 41 8 U.S. at 349 (since recovery was allowed "without evidence of 

actual loss" a higher showing of scienter was required); Madigan, 538 U.S. at 620 

(upholding a fraud prosecution against First Amendment challenge in part because 

liability attached only if a "knowingly false" representation was made %with the 

intent to mislead the listener, and succeeded in doing so") (emphasis added)). 

To be sure, the Solicitor General argued in Nike that, while the First 

Amendment prohibited statutes allowing suits by private litigants absent reliance 

and actual injury, such statutes would be permissible where the government has the 

"exclusive authority to prosecute" because "institutional constraints" insure that 

public enforcement will be neutral and not chill unpopular speech. U.S. Nike Brief 

at 22-23 (emphasis added): Putting this erroneous distinction aside," it is true that 

the focus of government-filed suits ofien is toprevent deceptiye and fraudulent 

practices and therefore a strict showing of reliance would be impractical; 

nonetheless, as the Solicitor General pointed out, even in such cases, the 

44 There is nothing to the government's contention that the First Amendment is 
somehow more threatened by private rights of action than government 
prosecutions. To the contrary, the "government's direct enforcement of its own 
laws" was the most basic concern "of the First Amendment, which by its terms 
applies only to governmental action." Philadelphia Newspapers Inc. v. Hepps, 475 
U.S. 767,777 (1986). 



government must demonstrate that the challenged claims are "important to 

consumers and, hence, likely to affect their choice of, or conduct regarding, a 

product." Id. at 16 (quotations omitted). Where, as here, the alleged f'raud was 

ongoing for decades, and tobacco's dangers have also been a matter of mandated 

warnings and overwhelming public awareness for decades, the complete absence 

of any evidence of consumer reliance defeats any potential showing that the 

statements here were material. This is particularly true because the FTC -- the 

agency charged with protecting tobacco consumers against deceptive 

practices -- never found or alleged that any of the statements condemned by the 

district court misled consumers. Thus, under the government's own analysis in 

Nike, the judgment violates the First Amendment because it penalizes and 

prospectively prohibits speech about a commercial product without any showing 

that the speech made any difference, or even was likely to make a difference, to 

consumer choice. 

As the government explained in Nike, these First Amendment protections 

apply to both 'ccommercial" and "non-commercial" speech. Id. at 14. In any 

event, the vast majority of statements found to be false here are more than mere 

"commercial" speech, the test for which is whether the statement "does no more 

than propose a commercial transaction." Bolger v. Young Drug Products Corp., 

463 U.S. 60,66 (1 983); see also Board oj'Trusteei v. Fox, 492 U.S. 469,473-74 
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(1 989) (reaffirming that the test is "whether it proposes a commercial 

transaction"); Kansas v. United States, 16 F.3d 436,442 (D.C. Cir. 1994) 

(commercial speech is "speech which does no more than propose a commercial 

transaction") (quotations omitted). Here, the vast majority of the speech at 

issue -- for example, the press releases relied upon by the district court -- did not 

propose a commercial transaction or even focus on specific cigarette brands. See 

supra at 56, IX. Rather, most of the speech was directed at the public and 

lawmakers, and did not request consumers to purchase cigarettes. Central Hudson, 

447 U.S. at 56 1 .45 

PART THRF,E: ERRORS mLATING TO THE APPLICATION OF WCO 

The district court erred in applying the specific strictures of RICO. 

Specifically, the district court failed to make the findings necessary to support the 

existence of a structured RICO "enterprise" or that defendants conducted the 

affairs of any enterprise through the alleged racketeering acts. The court also erred 

in holding that defendants conspired to violate RICO under 18 U.S.C. $ 1962(d), 

45 At a minimum, the noncommercial speech here is "inextricably intertwined" 
with commercial speech and, as the United States recently acknowledged, the 
Supreme Court has held "that the exacting First Amendment standards applicable 
to noncommercial speech apply as well to ... limitations on commercial speech" 
when the two forms of speech are so "intertwined." Brief of United States as 
Amicus Curiae Supporting Vacatur at 14, Credit Suisse Secs. v. Billing, 1 27 S-Ct. 
2383 (quoting Riley v. Nat 'I Fed'n of Blind, 487 U.S. 781,796 (1988)). 



and thus the portion of the judgment relating to that section also. should be 

reversed. 

X. THE DISTRICT COURT ERRED IN FINDING A RICO 
"ENTERPRISE" AND THAT DEFENDANTS CONDUCTED ITS 
AFFAIRS THROUGH THE ALLEGED RACKETEERING ACTS 

To impose liability under § 1962(c), a person must associate with an 

"enterprise" and operate or manage its affairs through a pattern of racketeering 

activity. See Reves, 507 U.S. at 185. "[Tlhe enterprise is established by (1) a 

common purpose among the participants, (2) organization, and (3) continuity." 

United States v. Richardson, 167 F.3d 62 1,625 (D.C. Cir. 1999). The 

"enterprise's" "central role . . . under RICO cannot be overstated." United v. 

DeFries, 129 F.3d 1293,13 10 (D.C. Cir. 1997). "[Wlhen [as here] the prosecution 

is based on an illegitimate association in fact, the proof must establish [it]." United 

States v. Neapolitan, 79 1 F.2d 489,499 (7th Cir. 1 986). This element, moreover, 

is the b'most difficult to show" because of the "proper attention [that must be] given 

to the organization and continuity requirement.." Perholtz, 842 F.2d at 362-63. 

Here, the district court never identified the RTCO "enterprise." Although the 

district court used the term "enterprise" fifty-three times in its fmdings of fact, it 

expressly stated that "these Findings [do] not imply that Defendants' activities 

meet the statutory definition" of that term. [Op. - 15 n.91. And in its conclusions of 

law, the district court's constantly shifting definition of the "enterprise" 



encompassed no less than the entirety of the tobacco industry and thus the actions 

of every one of the tens of thousands of employees in that industry. The court, for 

example, at times characterized the enterprise as "individual Defendants working 

together . . . through TIRCICTR, the Tobacco Institute, and an array of other 

overlapping entities." [Op.-15361. At other times, however, the court called it "a 

group of business entities and individuals associated-in-fact, including Defendants 

to this action, their agents and employees, and other organizations and 

individuals." [Op. - 15281. But the court's most telling characterization of the 

"enterprise" is that it is "[llike an amoeba" that constantly "changed its shape to fit 

its current needs." [Op.-15321. This amorphous concept of "enterprise" 

essentially eliminates the requirement of a separate "enterprise." Because no 

distinction was made between defendants and the "enterprise," the court 

erroneously treated any purported act by any defendant as furthering the 

enterprise's affairs. This approach cannot be squared with the requirements for 

proving. a RICO "enterprise.'*6 

Indeed, here, the district court defined the enterprise entirely in terms of an 

asserted "overarching scheme to defraud existing and potential smokers." 

[Op.-15011. By doing so, it effectively eliminated the requirement that the 

46 To the extent the "enterprise" here is deemed to be TI and CTR, they no longer 
exist, so there is no basis for the court's injunctive relief. See supra at 61. 



government prove the existence of an "entity separate and apart from the pattern of 

[racketeering] activity in which it engages." United States v. Turkette, 452 U.S. 

576, 583 (1 98 1) (emphasis added). By collapsing the concept of "enterprise" with 

the concept of the alleged joint "scheme" to engage in various frauds, the, district 

court effectively reduced RICO to a civil enforcement mechanism for an alleged 

mail and wire fraud c o n ~ ~ i r & ~  simpliciter. But an enterprise requires. "some 

structure, to distinguish [it] fiom a mere conspiracy." Richardson, 167 F.3d 621 at 

625. 47 

A review of the basic elements of a RICO "enterprise" demonstrates the 

serious flaws in the district court's analysis. 

First, the district court defined the enterprise's "common purpose" at such a 

level of generality as to render it meaningless. "Requiring that members of an 

enterprise have a 'common purpose' limits the potentially boundless scope of the 

word 'enterprise'; it distinguishes culpable, fiom non-culpable, associations." 

47 The district court erroneously believed that Perholtz supports this amorphous 
conception of "enterprise." [Op. 1529-301. Perholtz merely holds that the 
evidence used to prove the " e n t e ~ s e "  requirement may overlap "with the proof 
of the pattern." 842 F.2d at 362-63. To the extent that Perholtz were to be read as 

' 

supporting the district court's extraordinarily flexible concept of "enterprise," 
defendants respectfully submit that the Eighth Circuit's stricter definition of 
"enterprise" is the correct one. See Asa-Brandt, Inc. v. ADMlnvestor Sews., Inc., 
344 F.3d 738,752 (8th Cir. 2003); cf. Odom v. Microsoft Corp., 486 F.3d 541, 
549-5 1 (9th Cir. 2007) (en banc) (noting that there is at least a 4-4 circuit split on 
this issue). 
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Ryan v. Clemente, 901 F.2d 177, 180 (1 st Cir. 1990) (Breyer, J.); see also First ' 

Capital Asset Mgmt. Inc. v. Satinwood Inc., 385 F.3d 159, 174 (2d Cir. 2004) 

(NCO "requires that a nexus exist between the enterprise and the racketeering 

activity . . . . [Tlhe individuals must share a common purpose to engage in a 

particular fraudulent course of conduct and work together to achieve such 

purposes."). The Supreme Court has thus repeatedly "said that [NCO] liability 

'depends on showing that the defendants conducted or participated in the conduct 

of the enterprise's affairs, not just their own affairs."' Cedric Kushner, 533 U.S. at 

1 63 (quoting Reves, 507 U.S. at 1 85) (emphasis in original); see also Yellow Bus 

Lines, 913 F.2d at 954 (RICO sought "to outlaw the commission of the predicate 

acts only when those acts were the vehicle through which a defendant 'conduct[ed] 

or participat[ed] in the conduct of [the] enterprise's affairs."') (emphasis added). 

Here, however, the district court found a "common purpose" in defendants' 

overarching goal to "maximize the profits of the cigarette company Defendants" 

and the fact that defendants engaged in similar conduct (e.g., all sold "light" 

cigarettes) [Op. - 1530-3 1.1. But because "[all1 for-profit corporations . . . have a 

motive to . . . increase profits," this fact cannot possibly "exclude independent 

behavior." In re Managed Care Litig., 430 F. Supp. 2d 1336, 1354-55 (S.D. Fla. 

2006). Similarly, mere parallel conduct cannot establish an "enterprise" where, as 

here, such conduct is "in line with a wide swath of rational and competitive 
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business strategy unilaterally prompted by common perceptions.of the market." . 

See Bell Atlantic Corp. v. Twombly, 127 S. Ct. 1955, 1959 (2007); see also, e.g., 

Begala v. PNC Bank, Ohio, NA., 21 4 F.3d 776,78 1-82 (6th Cir. 2000); Libertad 

v. Welch, 53 F.3d 428,443 (1st Cir. 1995); United States v. Bledsoe, 674 F.2d 647, 

666-67 (8th Cir. 1982); liz re Managed Care Litig., 430 F.Supp. 2d at 1345. No 

one, for example, contends that Coke and Pepsi market similar diet colas through a 

joint "enterprise." In other words, since each defendant corporation seeks to 

maximize its own profits, behavior designed to "maximize profits for the tobacco 

industry" is not a reasonable ground for distinguishing between actions done on 

behalf of the "enterprise's affairs" and those fixthering their "own affairs." Cedric 

Kushner, 533 U.S. at 163 (emphasis in original). Indeed, under the court's 

rationale, any industry couId be found to be a RICO "enterprise" since the 

participants in every industry aim to maximize their profits and engage in parallel 

business conduct. 

Second, to show the requisite "continuity" and "organization," "there [must] 

be a certain core of constant personnel" demonstrating that the "'associates are 

bound together . . . [in] a continuing unit."' United States v. Hoyle, 122 F.3d 48,5 1 

(D.C. Cir. 1997) (quoting Perholtz, 842 F.2d at 362). This is necessary to 

determine whether "a nexus exist[s] between the enterprise and the racketeering 

activity." First Capital Asset Mgmt, ,385 F.3d at 174; see also Bachman v. Bear, 
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Stearns, & Co., 178 F.3d 930,932 (7th Cir. 1999) (Posner, C.J.). A corporation is 

an inanimate object that cannot itself decide to commit crimes, divide 

responsibilities, or establish a chain of command; it can do such things only 

through its agents and employees. See United States v. White, 1 16 F.3d 903,925 

(D.C. Cir. 1997); United States v. Viola, 35 F.3d 37,43 (2d Cir. 1994). A 

corporation's employees, however, obviously undertake many activities that are for 

the sole benefit of the corporation, not some joint "enterprise" comprised of the 

corporation and its competitors. Thus, absent identification of the individuals who 

either committed the predicate acts or managed the "enterprise," it is, again, 

impossible to discern whether the alleged frauds were undertaken in "the conduct 

of the 'enterprise's affairs, not just [each corporate-defendant's] own affairs." 

Cedec Kushner, 533 U.S. at 163 (emphasis in original). Here, however, the 

district court never identified any specific individuals whose acts were purportedly 

attributable to the enterprise. 

The absence of any "continuity7' or "organization" or "common purpose" is 

also demonstrated by the lack of findings on the enterprise's goals or structure after 

December 1953. The district court claimed that, in a December 1953 meeting, 

"executives of five defendants" purportedly "agreed to launch their long-term 

campaign to deceive and mislead." [Op. - 1534-351. But even if true (it is not), the 

district court never hints how the "enterprise77 decided to commit the fraudulent 
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"schemes" that could not have been contemplated in 1953. Nicotine manipulation 

claims were not even lodged against defendants until 1994. See [Op. - 637-461- 

The first denial of marketing to youth was 1962 (RA 1 17), the first alleged 

assertion that nicotine was not addictive was 1983 (RA 56), the only alleged denial 

that ETS caused adverse health effects was 1977 (RA 42), and the first of the 

alleged acts relating to low tar cigarettes did not occur until 1967 (RA 1 19). 

[Ope-App.111. - 10, 13,26,27]. The cCourt cited no evidence of some subsequent 

agreement among defendants to engage in joint criminal activity regarding those 

issues. 

Indeed, in its nearly 200 pages of factual findings relating to the alleged 

enterprise, the district court never once suggested that the affairs of the enterprise 

related in any way to low tqr cigarettes. See [Op. - 15-2131." To the contrary, 

defendants have always vigorously competed against each other in the 

development, advertising, and marketing of reduced-yield cigarettes. Likewise, 

although each manufacturing defendant's executive testi~cied before Congress that, 

48 The only arguable joint conduct concerning low tar cigarettes involved the 
manufacturing defendants' and TI'S participation in the political process: 
testimony by defendants' executives while sitting on the same congressional panel, 
see [Op. 872-751; statements by defendants to the FTC and FDA, [Op.-883,868- 
70,874-875, and 834-8851; and defendants' joint submissions to a government 
agency regarding the ETC Method, [Op. - 867-69,873,8861. There is no finding or 
evidence that these statements were false and, in any event, they are 
constitutionally protected petitioning activities. See supra at IX(A). 



contrary to the accusations of then-FDA Commissioner David Kessler, they did not 

spike their cigarettes to increase nicotine levels, see supra at VI(B), there is no 

evidence that these statements reflected joint activity as opposed each defendant's 

independent, individual interest in responding to Dr. Kessler's accusations. Nor 

did the district court find-that defendants acted collectively in the suppression of 

research or destruction of documents. [Op. - 14081 ("The evidence of Defendants' 

suppression of research and destruction of documents consists of events which 

often seem to be unrelated and to lack any unifying thread."). There is, therefore, 

absolutely no basis upon which the district court could have found a "nexus" 

between any "enterprisey' and these so-called schemes of fraud. 

In short, the district court failed to make the findings necessary to establish 

that defendants banded together in a structured RICO "enterprise" or that there was 

a "nexus" between that "enterprise" and the alleged predicate acts. 

XI. THE DISTRICT COURT E-D IN RULING 
THAT DEFENDANTS VIOLATED 18 U.S,C, 5 1962(d) 

For all of the reasons stated above, the district court erred in ruling that 

defendants violated 18 U.S.C. 5 1962(d). That section of FUCO makes it "unlawhl 

for any person to conspire to violate any of the provisions of subsection (a), (b), or 

(c) of this section." Id. Because the district court's ruling that defendants violated 

5 1962(c) was predicated on the legal errors described above, its ruling that 



defendants violated $ 1962(d) must also be reversed. See NoZen v. Nucentrix 

Broadband Networks Inc., 293 F.3d 926,930 (5th Cir. 2002) (the "failure to plead 

the requisite elements of either a Section 1962(a) or a Section 1962(c) violation 

implicitly means that [plaintiff) cannot plead a conspiracy to violate either 

section"); Simon v. Value Behavioral Health, Inc., 208 F.3d 1073, 1084 (9th Cir. 

2000) (same); see also Beck v. Pmpis, 529 U.S. 494, 503-05 (2000).~' 

PART FOUR: REMEDIAL ISSLMS 

The district court also made numerous errors in imposing relief. 

XII. THE DISTRICT COURT E W D  BY REQUIRING THAT 
DEFENDANTS ISSUE "CORRECTIVE COMMUNICATIONS" 

The district court's remedial order requires the companies to make a series 

of "corrective" communications, ranging from the health effects of smoking to the 

companies' alleged improper manipulation of cigarette design. . [Order - 4-91.  his 

coerced speech exceeds the district court's remedial powers under 5 1964(a), 

49 Moreover, the district court erred in holding defendants liable under section 
1962(d) simply on a showing that "each Defendant individually agreed to commit 
at least two Racketeering Acts," [Op. 15911, instead of finding, as required, "an 
agreement to conduct or participate in-the affairs of an enterprise and an agreement 
to the commission of at least two predicate acts." United States v. Neapolitan, 791 
F.2d 489,499 (7th Cir. 1986), abrogated in part on other grounds, Nat '1 Org. for 
Women, Inc. v. Scheidler, 510 U.S. 249 (1994). Indeed, the district court failed 
even to identi@ any individual who understood the scope of the alleged enterprise 
and agreed to participate in its operation or management. See Hernandez v. 
Balakian, 480 F. Supp. 2d 1 198,1214 (E.D. Cal. 2007). 



conflicts with Microsoff, and violates the First Amendment, the Labeling Act, and 

due process. 

A. Section 1964(a) And Microso# 

Under 18 U.S.C. $ 1964(a), the district court's remedies must be shown to 

prevent and restrain RICO violations. Phil@ Morris, 396 F.3d at 1190. This is 

also mandated by this Court's ruling in United States v. Microsoft Corp., 253 F.3d 

34 (D.C. Cir. 2001), which requires the district court to "base its relief on some 

clear indication of a significant causal connection between the conduct enjoined or 

mandated and the violation found directed toward the remedial goal intended." Id. 

at 105. 

The "corrective" communications ordered by the district court do not meet 

this standard because they are not intended to "prevent and restrain9'firhrre 

conduct. Instead, by definition, a "corrective" statement is designed to correct the 

effects ofpast conduct. Indeed, the court itself acknowledged the backward- 

looking character of the remedy, by contending that it was "required to correct" 

defendants' prior "campaign of deceptive or misleading marketing." [Op. - 16331. 

And the court confirmed the backward-looking character of the remedy by relying 

on two of this Court's decisions, which upheld corrective advertising under the 

First Amendment if, and only if, it was necessary to change an existing "false and 

material belief' among the public caused by past "deceptive advertisement[s]." 
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Warner-Lambert Co. v. FTC, 562 F.2d 749,762 (D.C. Cir. 1977); see also 

Novartis Corp. v. FTC, 223 F.3d 783,787-88 (D.C. Cir. 2000) (affirming finding 

"that the challenged [past] advertising played a 'substantial role' in creating or 

reinforcing a false belief '). 

The government argued below that such corrective statements would serve 

to "prevent and restrain" fkture RICO violations by inoculating the public against 

potential future fi-auds. See, e.g, [DN - 4847 - 111. But this too is wrong, because 

the government never explained how -- let alone proved that -- "corrective 

communications" would deter future false statements, particularly in light of the 

prohibitions of the MSA and the ubiquitous information already available to the 

public on the risks of smoking. 

B. First Amendment 

Even if the district court's order is intended to correct lingering consumer 

confusion, it still violates the First Amendment. Indeed, the corrective 

advertisements remedy fails even the Central Hudson test for commercial speech. 

There was no finding that the government's interests are substantial or that the 

remedy truly advances these interests in a direct and material way, particularly 

given that the corrective advertisements add nothing to the health warnings already 

on every package of cigarettes and the massive public education campaigns already , 



being conducted by the government, defendants, and others. See ~arner-Lambert, 

562 F.2d at 762; Novartis COT., 223 F.3d at 787. 

In any event, the relatively lenient commercial speech standard is not 

applicable here. That standard applies to coerced speech only if the coerced 

speech is a commercial "advertisement" and, then, only to "a requirement that [a 

party] include in his advertising purely factual and uncontroversial information." 

Zauderer v. Ofice of Disciplinary Counsel of Supreme Court of Ohio, 47 1 U.S. 

626,65 1 (1 985). Thus, Warner-Lambert Co. and Novartis Corp., permitted FTC 

corrective advertising orders only because, in their absence, the "advertisements 

themselves [would be] part of a continuing deception of the public." Warner- 

Lambert, 562 F.2d at 769 (emphasis added). Here, however, the district court's 

corrective advertising goes well beyond mandating uncontroversial disclosures 

relating to commercial speech in existing advertisements. It requires publication of 

freestanding statements, some of which defendants vigorously dispute, published 

in newspapers, television, and internet sites, wholly unconnected to any 

commercial advertisements. Accordingly, the ordinary First Amendment standard 

for coerced speech applies -- a standard that not even the district court contended 

can be satisfied here. See, e-g., Riley, 487 U.S. at 800-0 1 ; United States v. Nut '1 

Soc 'y of Prof l Eng'rs, 555 F.2d 978,984 (D.C. Cir. 1977), aff d, 435 U.S. 679 



(1978); Nut 'I Comm 'n on Egg Nutrition v. FTC, 570 F.2d 157, 164-65 (7th Cir. 

1977). 

C. Countertop And Header Displays 

The district court also erred in requiring that defendants force retailers to 

maintain large and obtrusive counter-top and header displays containing warning 

information. The order requires the counter-top displays to be "free-standing 

display[s] with a minimum height of 30 inches and a minimum width of 18 inches 

that [are] placed on the counter at retail shops within the line-of-sight of any 

customer who is standing in line for the register." [Op.-App.1-21. And header 

displays are "banner[s] that [are] displayed by a retailer at the top of a cigarette 

display case, which may show a cigarette brand name, cigarette brand imagery, 

. prices for cigarettes, or promotional offers to consumers." [Op.-App.131. 

The district court's order appears to require that each enjoined defendant 

separately require ,the same retail stores to display substantively identical, but 

separate, counter-top and header signs. [Order - 61. The court made no pretense of 

justifllng such a multiple display requirement, and this duplication of warnings on 

large signs on the same retail countertops is facially redundant and excessive, and 

cannot possibly be justified under the last two prongs of Central Hudson. See, e.g., 

Zauderer, 471 U.S. at 651; Cent. Hudson, 447 U.S. at 566. 



The retail display order also would improperly impose severe burdens upon 

innocent third-party retailers. See Cook Inc. v. Boston Scientijc Corp., 33 3 F.3d 

737,744 (7th Cir. 2003) ("[Iln determining the appropriate scope of an injunction 

the judge must give due weight to the injunction's possible effect on innocent third 

parties."); accord, e-g., Nat '1 Wildlife Fed'n v. Burford, 835 F.2d 305,326 (D.C. 

Cir. 1987); Population Inst. v. McPherson, 797 F.2d 1062, 1067 (D.C. Cir. 1986). 

Defendants have contractual relationships with hundreds of thousands of retailers. 

See [DN - 5746-Ex.C - 91. Compliance with the display requirements, which would 

typically require signs exceeding the height of most Americans when placed atop 

store counters, would severely impede store clerks' ability to view their stores, a 

significant concern of retailers. [DN-5746 - Ex.C-10- 1 1, Ex. 11. 

Moreover, many retailers consider "[c]ountertop space -- particularly the 

most visible space at the point of sale -- [to be] the most valuable retail space in 

[their] retail outlets." [DN-5746-Ex.1 - 21; [DNL5746 - Ex.H-31. Thus, displaying 

three or more separate, substantively identical signs meeting the large minimum 

dimensional requirements of the district court's order would force retailers either to 

"forgo the revenue fiom sales of items that are currently displayed on [their] 

countertops in favor of the displays required by the Order or to forgo the revenue . 

fiom the merchandising agreements that [they] have with cigarette manufacturers." 

[DN - 5746 - Ex.1 - 21; [DN - 5746 - Ex.H-31. 
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D. Labeling Act 
. . 

The district court's requirement that corrective communications be placed on 

cigarette packs through package onserts, [Order - 51, also runs afoul of the Labeling 

Act. The Labeling Act expressly provides that "[nlo statement relating to smoking 

and health, other than the statement required by section 4 of this Act, shall be 

required on any cigarette package." 15 U.S.C. 5 1334. The Supreme Court has 

made clear that, by enacting the Labeling Act, "Congress unequivocally 

preclude[d] the requirement of any additional statements on cigarette packages 

beyond those provided" by the Act. Reilly, 533 U.S. at 542. 

E. Lack Of Fair Notice 

The district court's remedies should be reversed because they were imposed 

without adequate notice and opportunity to respond as required by due process and, 

consequently, the record is devoid of evidence that these remedies would be 

effective in preventing and restraining future RICO violations. See Microso@, 253 

F.3 d at 10 1-03 (noting the "cardinal principle of our system of justice that factual 

disputes must be heard in open court and resolved through trial-like evidentiary 

proceedings"); see also United States v. Armour & Co., 402 U.S. 673,682 (1 97 1) 

(due process guarantees parties the right to notice and an opportunity to litigate the 

issues presented); Lindsey v. Normet, 405 U.S. 56,66 (1972). 



Although the government raised the prospect of corrective communications 

before trial, it repeatedly refused to identify either their content or the manner in 

which they would be made. Indeed, during the final remedies phase of the trial, 

the only mention of corrective communications came from a government witness 

who endorsed the general idea of such a remedy but rehsed to discuss it in detail. 

[Ericksen - WD - 1 11; [5/16/05 - Tr. - 2106 11. After trial and closing argument, the 

government presented a proposed remedial order that still failed to identify the 

precise nature of the corrective communications, but finally set forth five general 

categories of corrective communications and recommended an extensive 

publication and distribution campaign. [DN - 553 1 - 16-23]. No evidence was ever 

introduced at trial on any of -these points. Defendants objected to the government's 

late disclosure on the ground, among others, that they were deprived of a hearing 

and submitted an offer of proof that outlined the evidence they would have offered 

if the proposed remedies had been disclosed during trial. [DN - 5657 - 9-10]. The 

district court adopted the government's proposal. 

This .violates Microso@. The extensive program of publication and 

distribution required by the remedial order -- including publication in more than 

three dozen newspapers and magazines, prime time television advertising, onserts 

on packages of cigarettes, and signs in retail establishments throughout the United 

States -- was never the subject of any testimony or evidence at trial. It is simply 
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adopted wholesale from the government's post-trial submission. ' As detailed in 

defendants' Emergency Motion to Stay, the result was simply to ignore the tens of 

millions of dollars of costs imposed upon defendants by the campaign and the vast 

burdens imposed upon third party retailers. 

Moreover, because the district court failed to hold a hearing on this issue, the 

record is devoid of evidence that these "corrective communications" remedies 

would be effective in preventing and restraining future RTCO violations. Indeed, 

the government submitted a post-trial brief admitting that the record was 

insuficient to support any particular wording for corrective communications, 

requesting instead that the district court delegate the task of devising the 

"corrective statements" to a third party. [DN - 57821 (The final remedial order fails 

to indicate precisely what defendants must state in the corrective communications.) - 

Likewise, there was no hearing with respect to many other remedies 

imposed by the district court -- remedies that the government requested after trial -- 

involving such matters as asset transfer restriction and document disclosure. 

Consequently, there was no evidence or findings that these remedies would prevent 

and restrain future RICO violations, and defendants never had the chance to 

challenge the remedies as duplicative of existing disclosure obligations, 

unnecessary to prevent fbture RICO violations, unduly burdensome, and in some 



cases, impossible to foll~w.'~ See also Califano v. Yumasaki, 442 U.S. 682,702 

(1979) ("injunctive relief should be no more burdensome to the defendant than 

necessary to provide complete relief'). 

XIIiI. THE DISTRICT COURT'S GENERAL 
INJUNCTIONS AFtE IMPERMISSIBLY VAGUE 

Under the district court's order, defendants are "permanently enjoined from 

committing any act of racketeering, as defined in 18 U.S.C. 5 1961(1), relating in 

any way to the manufacturing, marketing, promotion, health consequences or sale 

of cigarettes in the United States." [Order-21. Defendants are also "permanently 

enjoined from making, or causing to be made in any way, any material false, 

misleading, or deceptive statement or representation, or engaging in any public 

relations or marketing endeavor that is disseminated to the United States public 

and that misrepresents or suppresses information concerning cigarettes." 

[Order-31. These amorphous proscriptions come nowhere close to specifjrlng the 

precise acts enjoined and, thus, leave defendants to guess, at the peril of criminal 

contempt, whether their conduct conforms with the requirements of the order." In 

- ~p -- 

50 [DN - 5746 - Exs.D, F, GI. 
51 In denying defendants' post-judgment motion for clarification, see supra at 13- 
14, the district court relied on three cases that are inapposite. [DN 5800 33. Two 
did not involve either RlCO or an "obey the law" injunction. See $ C. ~ohnson & 
Son, Inc. v. Clorox Co., 24 1 F.3d 232 (2d Cir. 200 1 ); Prof1 Ass 'n of Coll, 
Educators v. El Paso County Cmty. ColZ. Dist., 730 F.2d 258 (5th Cir. 1984). 



. . 
addition, these proscriptions unconstitutionally threaten to chill 'defendants' 

exercise of First Amendment rights. 

Federal Rule of Civil Procedure 65(d) expressly mandates that "[elvery 

order granting an illjunction ... shall be specific in terms; shall describe in 

reasonable detail, and not by reference to the complaint or other document, the act 

or acts sought to be restrained." Fed. R. Civ. P. 65(d). The Supreme Court has 

emphasized that "the specificity provisions of Rule 65(d) are not mere technical 

requirements": "Since an injunctive order prohibits conduct under threat of 

judicial punishment, basic fairness requires that those enjoined receive explicit 

notice of precisely what conduct is outlawed." Schmidt v. Lessard, 414 U.S. 473, 

476 (1 974). The district court's vague order plainly runs afoul of these 

requirements. See SEC v. Savoy Indus., Inc., 665 F.2d 13 10, 13 18-1 9 (D.C. Cir. 

198 1) (reversing injunction ordering defendant not "to engage in any act, practice 

or course of business which operates or would operate as a firaud or deceit upon 

any person"); Gulf Oil Corp. v. Brock, 778 F.2d 834, 843 (D.C. Cir. 1 985); 

-- 

Indeed, in Clorox, the Second Circuit acknowledged that "an injunction must be 
more specific than a simple command that the defendant obey the law." Clorox, 
241 F.3d at 240. And the third case, United States v. Carson, 52 F.3d 1173 (2d 
Cir. 1995), did not address whether the injunction at issue was an invalid "obey- 
the-law" injunction. See id. at 1 183-85. 



Common Cause v. Nuclear Regulatory Comm 'n, 674 F.2d 921,926-27 (D.C. Cir. 

1982). 

The generalized injunction to obey the law in the face of more than 1,600 

pages of findings also violates the First Amendment and due process. Although. 

some of these findings are express prohibitions, most simply reflect the district 

court's disapproval of various aspects of defendants' business practices -- for 

example, using white filter paper for cigarettes and selling cigarettes at price 

discounts -- that are not expressly found to be fi-audulent. Thus, the court's 

decision provides no way for defendants to know precisely what conduct is barred 

-- making it impossible for defendants to confonn their speech to the court's 

prohibitions without simply refraining from speaking at all. See Gentile v. State 

Bar of Nev., 501 U.S. 1030, 1048 (1991); Neb. Press Ass 'n v. Stuart, 427 U.S. 539, 

XIV. THE INJUNCTION IMPERMISSIBLY 
APPLIES TO DEFENDANTS' SUBSIDIARIES 

The injunction purports to bind every single subsidiary of each defendant: 

"This Final Judgment and Remedial Order applies to each of the Defendants ... and 

to each of their current and future directors, officers, agents, servants, employees, 

subsidiaries, attorneys, assigns and successors." [Order-21 (emphasis added). 

This sweeping injunction, which attempts to include within its ambit both domestic 



and foreign non-party subsidiaries, violates Fed. R. Civ. P. 65(d) and due process 

and so should be vacated. 

Under Rule 65(d), "[elvery order granting an injunction ... is binding only 

upon the parties to the action, their officers, agents, servants, employees, and 

attorneys, and upon those persons in active concert orparticipation with them who 

receive actual notice of the order by personal service or otherwise." Fed. R. Civ. 

P. 65(d) (emphases added). Rule 65(d) expressly omits subsidiaries, thereby 

prohibiting both the application of injunctive relief to non-party subsidiaries based 

merely on their corporate affiliation with a party and attributing the conduct of 

non-party subsidiaries to a corporate parent. 

There are only two exceptions where an injunction extends to reach a non- 

party subsidiary: where the subsidiary (1) is an "agent" of an enjoined party or 

(2) is violating the injunction while "in active concert or participation" with an 

enjoined party. See, e.g., Additive Controls & Measurement Sys., Inc. v. Flowdata, 

Inc., 154 F.3d 1345, 135 1 (Fed. Cir. 1998) (quoting Alemite Mfg. Corp. v. Stafi 42 

F.2d 832,833 (2d Cir. 1930). Neither the government nor the district court has 

cited to any evidence sufficient to satisfjr either of these exceptions. 

First, the district court did not find that any of the non-party subsidiaries are 

acting as "agents" of a named defendant. Corporate affiliates 'are presumed to 

operate separately and'to exist as independent legal entities. Dole Food Co. v. 



Patrickson, 538 U.S. 468,475 (2003). Absent any evidence or findings sufficient 

to overcome this presumption, the court lacked authority to disregard corporate 

formalities, enjoin non-party subsidiaries, or attribute the conduct of non-party 

subsidiaries to their corporate parents. 

Second, it is long-settled that an injunction cannot reach a non-party 

subsidiary under the "active concert or participation" language of Rule 65(d) 

unless there is a showing that its named parent is actually violating the injunction 

in the first instance. See, e.g., NBA Properties, Inc. v. Gold, 895 F.2d 30,32-33 

(1 st Cir. 1990) (Breyer, J.); Herrlein v. Kanakis, 526 F.2d 252,253-54 (7th Cir. 

1975); United Pharmacal Corp. v. United States, 306 F.2d 5 15,5 17-1 8 (1 st Cir. 

1962) (quoting Alemite Mfg. Corp., 42 F.2d at 833 (L. Hand, J.). There exists no 

authority for .the proposition that, notwithstanding that a named parent company is 

not violating the injunction, its non-party subsidiaries may still be properly 

enjoined. Similarly, absent any evidence overcoming the presumption of corporate 

autonomy, a court may not hold a corporate parent -- that is not violating the 

injunction -- responsible for the conduct of its non-party subsidiaries. To allow 

such an injunction would improperly permit courts "to bootstrap" the conduct of 

non-party subsidiaries "into a violation by the [named parent]." Gold, 895 F.2d at 

33. 



Rule 65(d)'s scope is so limited precisely to prevent what the district court. 

attempted to do, for example, to B W Y s  foreign subsidiaries, which are completely 

separate and independent corporate entities operating solely in their respective 

foreign markets. See [JD - 013295 - 146-53, 1771. There was no showing that the 

post-merger BWH, which no longer manufactures, markets, or sells tobacco, is 

violating the injunction. As a result, BWH's non-party subsidiaries simply cannot 

act in "concert or participation" with BWH to violate the injunction. Similarly, 

where BWH is not violating the injunction, it cannot be held accountable for 

conduct by its non-party subsidiaries. 

The district court's attempt to enjoin non-party subsidiaries also violates due 

process. In Zenith Radio Corp. v. Hazeltine Research, Inc., 395 U.S. 100, 108- 12 

(1969), the Supreme Court held that it was a violation of due process to enter a 

judgment against the parent corporation of a defendant, when the parent was not 

served with process and did not appear at the trial. Under this same reasoning, the 

district court's attempt to enjoin all of defendants' non-party subsidiaries likewise 

violates due process. This violation is particularly acute as to defendants' non- 

party foreign subsidiaries, entities that were never served with process, never had a 

chance to litigate personal jurisdiction, and over which the district court lacked 

personal jurisdiction. [DN - 5800 - 71 (acknowledging that the injunction only 

encompassed those entities "over whom the Court has personal jurisdiction"). 
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. . 
By attempting to extend its injunction to defendants' subsidiaries, whether 

domestic or foreign, the district court violated both Rule 65(d) and the due process 

clause. Accordingly, the injunction must be vacated. 

CONCLUSION 

For the reasons stated above, defendants respectfully request that this Court 

reverse the judgment in its entirety and remand the case with instructions to enter 

judgment for defendants. 
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See. 
1965. Venue and process. 
1966. Expeditlon of actions. 
1967. Evidence. 
1968. Civil investigative demand. 

199%-Pub. L. 101447, title XXXV. 53559. Nov. 29, 1990. 
104 Stat. 4927. struck out "racketeering" after "Prohib- 
ited'. in item 1962. 

1970-Pub. L. 91452, title M. §SDl(a), Oct. 15, 1970. 84 
Stat. 941, added chapter 96 and items 1961 to  1968. 

CHAPTER REFERRED TO IN  OTHER SECTIONS 
This chapter is referred to In sections 3582. 3663 of 

this title; title 7 section 1%. 

5 1961. Definitions 

As used in this chapter- 
(1) "racketeering activity" means (A) any 

act or threat involving murder, kidnapping, 
gambling, arson, robbery, bribery, extortion. 
dealing in obscene matter, or dealing in a con- 
trolled substance or listed chemical (as de- 
fined in section 102 of the Controlled Sub- 
stances Act), which is  chargeable under State 
law and punishable by imprisonment for more 
than one year; (B) any act which is indictable 
under any of the following provisions of title 
18, United States Code: Section 201 (relating to 
bribery), section 224 (relating to  sports brib- 
ery), sections 471, 472, and 473 (relating to 
counterfeiting), section 659 (relating to theft 
from interstate shipment) if the act indictable 
under section 669 is felonious, section 664 (re- 
lating to  embezzlement from pension and wel- 
fare funds), sections 891-894 (relating to extor- 
tionate credit transactions), section 1028 (re- 
lating to  fraud and related activity in connec- 
tion with identification documents), section 
1029 (relating to fraud and related activity in 
connection with access devices), section 1084 
(relating to the transmission of gambling in- 
formation), section 1341 (relating to mail 
fraud), section 1343 (relating to  wire fraud), 
section 1344 (relating to financial institution 
fraud), section 1425 (relating to the procure- 
ment of citizenship or nationalization unlaw- 
fully), section 1426 (relating to the reproduc- 
tion of naturalization or citizenship papers), 
section 14B (relating to the sale of natnraliza- 
tion or citizenship papers), sections 1461-1465 
(relating to obscene matter), section 1503 (re- 
lating to  obstruction of justice), section 1510 
(relating to obstruction of criminal investiga- 
tions), section 1511 (relating to the obstruction 
of State  or local law enforcement), section 
1512 (relating to tampering with a witness, vic- 
tim. or an informant). section 1513 (relating to 
retaliating against a witness, victim, or an in- 
formant), section 1542 (relating to  false state- 
ment in application and use of passport), sec- 
tion 1543 (relating to forgery or false use of 
passport), section 1W (relating to misuse of 
passport), section 1546 (relating to fraud and 
misuse of visas, permits, and other docu- 
ments), sections 1581-1588 (relating to peonage 
and slavery), section 1951 (relating to inter- 
ference with commerce, robbery, or extortion), 
section 1952 (relating to  racketeering), section 
1953 (relating to interstate transportation of 
wagering paraphernalia), section 1954 (relating 

to  unlawful welfare fund payments), section 
1955 (relating to the prohibition of illegal gam- 
bling businesses). section 1956 (relating to the 
laundering of monetary instruments), section 
1957 (relating to engaging in monetary trans- 
actions in property derived from specified un- 
lawful activity), section 1958 (relating to use 
of interstate commerce facilities in the com- 
mission of murder-for-hire), sections 2251, 
2251A. 2352, and 2260 (relating to sexual exploi- 
tation of children), sections 2312 and 2313 (re- 
lating to interstate transportation of stolen 
motor vehicles), sections 2314 and 2315 (relat- 
ing to interstate transportation of stolen prop 
erty), section a318 (relating to trafficking in 
counterfeit labels for phonorecords, computer 
programs or computer program documenta- 
tion or packaging and copies of motion pic- 
tures or other audiovisual works), section 2319 
(relating to criminal infringement of a copy- 
right), section 23198 (relating to unauthorized 
fixation of and trfl lcking in sound recordings 
and mudc videos of live musical perform- 
ances), section 0 2 0  (relating to trafficking in 
goods or services bearing counterfeit marks), 
section 2321 (relating to trafficking in certain 
motor vehlcles or motor vehicle parts), sec- 
tions 2341-2346 (relating to trafficking in con- 
traband cigarettes). sections 2421-24 (relating 
t o  white slave traffic), (C) any act which is in- 
dictable under title 29, United States Code. 
section 186 (dealing with restrictions on pay- 
ments and loans to labor organizations) or sec- 
tion 501(c) (relating to embwlement from 
union funds), (D) any offense involving fraud 
connected with a case under title 11 (except a 
case under section 157 of this title), fraud in 
the sale of securities, or the feloniom manu- 
facture, importation, receiving, concealment, 
buying, eelling, or otherwise dealing in a con- 
trolled substance or listed chemical (as de- 
fined in section 102 of the Controlled Sub- 
stances Act), punishable under any law of the 
United States. (E) any act which is indictable 
under the Currency and Foreign Transactions 
Reporting Act, or (F) any act which is indict- 
able under the Immigration and Nationality 
Act, section 274 (relating to bringing in and 
harboring certain aliens), section 277 (relating 
to  aiding or assisting certain aliens to enter 
the United States), or section 218 (relating t o  
importation of alien for immoral purpose) i f  
the act indictable under such section of sucb 
Act was committed for the purpose of finan- 
cial gain. 

(2) "State" means any State of the United 
States. the District of Columbia, the Common- 
wealth of Puerto Rico, any territory or posses- 
sion of the United States, any political sub- 
divjsion, or any department, agency, or instru- 
mentality thereof; 

(3) "person" includes any individual or en- 
tity capable of holding a legal or beneflcial in- 
terest in  property; 
(4) "enterprise" includes any individual. 

partnership. corporation, association, or other 
legal entity, and any union or group of indi- 
viduals associated in fact although not a legal 
entity; 

(5) "pattern of racketeering activity" re- 
quires a t  least two acts of racketeenng activ- 
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ity, one of which occurred after tbe effective 
date of this chapter and the last of which oc- 
curred within ten years (excluding any period 
of imprisonment) after the cornmlssion of a 
prior act of racketeering activity; 

(6) "unlawful debt" means a debt (A) in- 
curred or contracted in gambling activity 
which was in violation of the law of the United 
States, a State or political subdivision there- 
of, or which is unenforceable under State or 
Federal law in whole or in part as to principal 
or interest because of the laws relating to 
usury, and (B) which was incurred in connec- 
tion with the business of gambling in violation 
of the law of the United States, a State or po- 
litical subdivision thereof, or the business of 
lending money or a thing of value at a rate 
usurious under State or Federal law, where 
the usurious rate is a t  least twice the enforce- 
able rate; 

(7) "racketeering investigator" means any 
attorney or investigator so designated by the 
Attorney General snd charged with the duty 
of enforcing or carrying into effect this chap  
ter; 

(8) "racketeering investigation" means any 
inquiry conducted by any racketeering inves- 
tigator for the purpose of asce,rtaining wheth- 
er any person has been involved in any viola- 
tion of this chapter or of any final order, judg- 
ment, or decree of any court of the United 
States, duly entered In any case or proceeding 
arising under this chapter; 

(9) "documentary material" includes any 
book, paper, 'document, record, recording, or 
other material; and 

(10) "Attorney General" includes the Attor- 
ney General of the United States, the Depnty 
Attorney General of the United States, the As- 
sociate Attorney General of the United States, 
any Assistant Attorney General of the United 
States, or any employee of the Department of 
Justice or any omployee of any department or 
agency of the United States so designated by 
the Attorney General to carry out the powers 
conferred on the Attorney General by this 
chapter. Any department or agency so des- 
ignated may use in investigations authorized 
by this chapter either the investigative provi- 
sions of this chapter or the investigative 
power of such department or agency otherwise 
conferred by law. 

(Added Pub. L. 91452, title IX, $901(a), Oct. 15. 
1970, 84 Stat. 941; amended Pub. L. 95-575. BS(c), 
Nov. 2. 1978, 92 Stat. 2465; Pub. L. 95-598, title III, 
5314(g), Nov. 6. 1978, 92 Stat. 2677; Pub. L. 98-473. 
title II, §§Wl(g). l m ,  Oct. 12. 1984, 98 Stat. W36, 
2143; Pub. L. 9&-547, title 11, $205, Oct. 25. 1964, 98 
Stat. 2770; Pub. L. 99470, title 1,)136!5(b). Oct. Xl. 
1986, 100 Stat. 3207-35: Pub. L. 9M46. %50(a), Nov. 
10, 1986, 100 Stat.  3605; Pub. L. 1W690, title VII. 
587013, 7020(c), 7032, 7054, 7514, Nov. 18. 1988, 102 
Stat. 4395, 4396, 4308, 4402, 4489; Pub. L. 101-73. 
title IX, $968, Aug. 9. 1989, 103 Stat.  506; Pub. L. 
101447. title XXXV, 43560, Nov. 29,1990. 104 Stat. 
49% Pub. L. 103322, title M, $90104, title XVI, 
§160001(f), title XXXIII, 5330021(1). Sept. 13. 1994, 
108 Stat. 1987,2037. 2150; Pub. L. 103-394, title III, 
§312(b), Oct. 22, 1994, 108 Stat. 4140; Pub. L. 
104132. title TV, $433. Apr. 24,1996,110 Stat. 1274; 
Pub. L. 106153, 53. July 2. 1996, 110 Stat. 1386; 

GFUMINAL PROCEDURE Page 1184 

Pub. L. 104-208, div. C, title IZ, 8202, Sept. 30, 
1996, 110 Stat. 300S565; Pub. L. 104-294. title W, 
§$801(b)(3), (i)(3), 604(b)(6), Oct. 11,1996, 110 Stat. 
3499, 3501, 3506.) 

Section 102 of the Controlled Substances Act. referred 
t o  in par. (l)(A). (D), is classified to  section 802 of m l e  
21. Food and Drugs. 

The Currency and Foreign Transactions ~ e p o I f l n ~  
Act, referred to in par. fl)(E). i s  title I1 of Pub. L. 
91308. Oct. 26. 1970. 84 Stat. 1118. which was repamled 
and reenacted a s  subchapter XI of chapter 53 of Title 31, 
Money and Finance. by Pub. L. 87-258, 64(b). Sept, 13, 
1982. 96 Stat. 1067. the first section of which enacted 
Title 31. 

The Immigration and Nationality Act. referred to In 
par. (IXF), i s  act June 27. 1952. ch. 477. 66 Stat.  16& as 
amended, which is class~fied principally to chap- 12 
(51101 et seq.) of Title 8. Aliens and Nationality. Bet- 
tions 274, aTI, and 278 of the Act are c lwif led to -- 
tions 1324. 1327. and 1328 of Title 8. respectively. For 
complete classification of this Act to the Code. 
Short Title note set out under section 1101 of Title B 
and Tables 

The effective date of this chapter, referred to  in par. 
(5). i s  Oct. 15. 1870. 

1996-Par. (l)(E). Pub. L. 104-294, 5604(b)(6), amended 
directory language of Pub. L. 103-322, §160D01(f). Bee 
1994 Amendment note below.. 

Pub. L. 104-294. 5601(1)(3), substituted ''2260" for 
"2258". 

Pab. L. 104-208 struck ont "if the ac t  indictable under 
section 1028 wa6 committed for the purpose of flnanclal 
gain" before ", section 1029". inserted "section 1425 (re- 
lating to the procurement of citizenship or nationalw- 
tion unlawfully),, section 1426 (relating to the reproduc- 
tion of naturalization or citizenship papers). section 
1427 (relating to the sale of naturalization or citizen- 
ship papers)," after "section 1344 (relating to financial 
institution fraud).", struck out "if the ac t  indictable- 
under section 1642 was committed for the purpose of fi- 
nancial gain'' before ", section 1543". "if the actindict- 
able under section 1543 was committed for the purpose 
of financial gain" before ". section 1544", "if the act  in- 
dictable under section 1544 was committed for thepur- 
pose of financial gain" before ". section 1546". and "if 
the act  indictable under section 1546 was committed for 
the purpose of financial gain" before ", sections 
1581-1588". 

Pub. L. 1M-153 inserted ", section 2318 (relating t o  
trafficking in counterfeit labels for phonorecords, com- 
puter programs or computer program documentation or  
packaging and copies of motion pictures or other 
audiovisual works), section 2319 (relating to  criminal 
infringement of a copyright). section 2319A (relating to 
unauthorized fixation of and trallicking in sound re- 
cordings and muslc videos of live musical perform- 
ances). section 2320 (relating to  trafficking in goods or 
services bearing counterfelt marks)" after "sections 
2314 and 2315 (relating to interstate transportation of 
stolen property)"., 

Pub. L. 104-132, 9433(1). (2). inserted "section 1028 (re- 
lating to fraud and related activity in connection witb 
identlficatlon documents) if the act  indictable under 
section 1028 was committed for the purpose of financld 
gain." before "sectlon 1029" and "section 1512 (relating 
to  false statement in application and use of passport) if 
the act  indictable under section 1542 was committed for 
the purpose of Nnancial gain. section 1543 (relating to 
forgery or false use of passport) iZ the act indictable 
under section 1543 was committed for the purpose of li- 
nancial gain. section 1544 (relating to misuse of pass- 
port) if the act  indictable under section 1544 was com- 
mitted for the purpose of financial gain. section 1546 
(relating to fraud and misuse of visas, permits. and 
other documents) if the act indictable under section 
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1546 was committed for the purpose of financial gain. 
sections 1581-1588 (relating t o  peonage and slavery)." 
after "section 1513 (relating to retaliating againat a 
witness, victim. or an informant).". 

Par. (I)@). Pub. L. 104-294, g601(b)(3), substituted 
-.section 157 of this title" for "section 157 of that  title"- 

Par. (l)(F). Pub. L. 104-132. $433(3), (4). added subpar. 
tF\. .- , 

1994-Par. (l)(A). Pub. L. 103-322, §330021(1), sub- 
stituted "kidnapping" for "kidnaping". 

Pub. L. 103-3!22. 890104. Subgtituted .'a controlled s u b  
stance or listed chemical (as defined in section 102 of 
the Controlled Substances Act)" for "narcotic or  o ther  
dangerous drugs". 

Par. (l)(B). Pub. L. 103-322. §160OOl(n. a s  amended by 
Pub. L. 104-294, 560Hb)(6), substituted "2251. 2251A. 2252, 
and 2258" for "W1-2252". 

Par. (l)(D). Pub. L. 1- inserted "(except a 
under section 157 of that tltle)" after "title 11". 

Pub. L. 103-322, $90104. substituted "a controlled sub- 
stance or llsted chemical (as defined in section 102 of 
the Controlled Substances Act)" for "narcotic or  o the r  
dangerous drugs". 

1 W P a r .  (l)(B). Pub. L. 101-647 substituted "section 
1029 (relating to" for "section. 1029 (ielative to" and 
struck out "aections 2251 through 2252.(relating to sex- 
ual exploitation of childkn)," before ", section 1958'':. 
1989-Par. (1). Pub.' L. 101-73 inserted "section 1344 

irelating to financial institution fraud)." after "section 
1343 (relating to wire fraud),". 

1988-Par. (l)(B). Pub. L. 87514, inserted "sec- 
tions 2251 through 2252 (relating to sexual exp lo j t a t lo~  
of children).". 

Pub. L. 10W90. 57051. inserted ", section 1029 (rel- 
ative to fraud and related activity in connection wi th  
access devices)" and ", section 1958 (relating to use of 
interstate commerce facilities in the commission of 
murder-for-hire), sections 2251-2252 (relating to sexual 
exploitatioa of children)". 

Pub. L. 1MMW. $7032, substituted "section 2321" f o r  
"section m'. 

Pub. L. 100690. $7013. made technical amendment t o  
directory language of Pub. L. 94-646. See 1986   mend- 
ment note below. 

Par. (10). Pub. L. 1 ~ 9 0 ,  $7020(c). inserted "the Asso- 
ciate Attorney General of the United Ststes." a f t e r  
'.Deputy Attorney General of the United States.". 

lg86-p~r. (1)(B). Pub. L. 99-646, as amended by .Pub. 
L. 100-690, $7013, inserted "section 1512 (relating to tam- 
pering with a witneas. victim, or an informant), s ec t ion  
1513 (relating to retaliating against a witness. v ic t im,  
or an informant)." after "'sectlon 1511 (relating t o  t h e  
obstruction Of State or local law enforcement),". 

Pub. L. 99-570 inserted "section 1956 (relating t o  the 
laundering of monetary instruments), section 1957 (re- 
lating to engaging in monetary transactions in prop- 
erty derived from specified unlawful activity),". 

198GPar. (l)(A). Pub. L. 98-473. 51020(1). inser ted 
"dealing in obscene matter," after "extortion,". 

Par. (l)(B). Pub. L. 9E547 inserted "sections 2312 and 
2313 (relating to interstate transportation of s t o l e n  
motor vehicles)." and "sectlon a (relating to t r a f-  
ficking in certain mator vehicles or motor vehicle 
parts). ". 

Pub. L. 98-473, 91020(2), inserted' '.sections 1461-1465 
(relating to obscene matter).". 

Par. IlNE). Pub. L. 98-473, §901(g). inserted cl. (E). 
1918-Par. (1)(B). Pub. L. 95475 inserted "sections 

2341-2346 (relating to trafficking in contraband c jga-  
rettes).". 

Par. (1)(D). Pub. L. 95-598 substituted "fraud con- 
nected with a case under t i t le 11" for "bankruptcY 
fraud". 

E F F E ~ N E  DATE OF 1996 AMENDMENT 

Amendment by section 604(b)(6) of Pub. L. 1De-294 ef- 
fective Sept. 13. 1994, see section 6Wd) of Pub. L. 
104-294. set out as a note under section 13 of this title. 

Amendment by Pub. L. 103-399 effective Oct. 22. 1'994, 
and not applicable with respect to  cases commenced 

under Title 11, Bankruptcy. before Oct. 22. 1994. see sec- 
tion 702 of Pub. L. 103-399. set out as a note under sec- 
tion 101 ofTitle 11. 

Amendment by Pub. L. 95-598 effstive Oct. 1, 1979, 
see section 402(a) of Pub. L. S598, set out as an Effec- 
tive Date note preceding section 101 of Title 11. Bank- 
ruptcy. 

Amendment by Pub. L. 95575 effective Nov. 2. 1978. 
see section 4 of Pub. L. W 7 5 ,  se t  out as an Effective 
Date note under section 2341 of this title. 

SHORT TITLE OF ls&1 AMJSDMENT 

Section 301 of chapter ID (s301-322) of title I1 of Pub. 
L. 98-473 provided that: "This title [probably means 
this chapter, enacting sections 1589. 1W, 1613a. and 1616 
of Title 19. Customs Duties and sections 853, 854, and 970 
of Title 21. Food and Drugs. amending section 1963 of 
this tltle and sections 1602. 1605, 1606. 1607. 1608. 1609, 
1610. 1611. 1612. 1813. 1614, 1615, 1618, 1619. and 1644 of 
Title 19. sections 824. 848. and 881 of Title 21, and sec- 
tjon 524 of Title 28. Judidary and Judicial Procedure. 
and repealing section 7607 of Title 28. Internal Revenue 
Code] may be cited as the 'Comprehensive Forfeiture 
Act of 1984'." 

Section 1 of Pub. L. 91-452 provided in part: "That 
this Act [enacting this section. sections 841 to 848. 1511. 
1623. 1965. 1962 to  1968. 3331 to 3334, 3503. 3504. 3575 to 
3578, and I301 t o  6005 of this title. and section 1828 of 
Title 28. Judiciary and Judicial Procedure, amending 
sections 835, 1073, 1505, 1954, 2424, 2516. 2617. 3148, 3486, 
and 3500 of this title. sections 15, 87f. 135~. 499m. and 
2115 of Title 7. Agrtculture. section 26 of Title 11. Bank- 
ruptcy. section 1820 of Title 12, Banks and Banking, 
sections 49. n v ,  7811, 79r, 80s-41, 80b-9, 155. 717m. 1271, 
and 1714 of Title 15, Commerce and Trade, section 825f 
of Title 16. Conservation. section 1333 of Title 19. Cus- 
toms Duties. section 373 of Title 21, Food and Drugs. 
section 161 of Title 29, Labor. section 506 of Tttle 33. 
Navigation and Navigable Waters, sections 405 and 2201 
of Title 42. The Public Healtb and Wellare, sections 157 
and 362 of Title 45, Railroads, section 1124 of former 
Title 46. Shipping, section 409 of Title 47, Telegraphs. 
Telephones, and Radio telegraphs. sections 9. 43. 46, 916. 
1017, and 1484 of former Title 49. Transportation, sec- 
tion 79.2 of Title 50. War and National Defense. and sec- 
tions 643% 1162, 2026, and former section 2155 of Title 50, 
Appendix. repealing sections 837. 895. 1406. and 2514 of 
this title. sections 32 and 33 of Title 15; sections 4874 
and 7493 of Title 28, Lnternal Revenue Code, section 821 
of former Title 46, sections 47 and 48 of former Title 49, 
and sections 121 to  144 of Title 50, enacting provisions 
se t  out as notes under this section and aections 841. 
1511. 19%. preceding 3331, preceding 3481, 3504, and 6001 
of thls title. and repealing provisions set out as a note 
under section 2510 of this title] may be cited as the 'Or- 
ganized Crime Control Act of 1970'." 

SAVINGS PROVISION 

Amendment by section 314 of Pub. L. 95-5% not to  af- 
fect the appllcation of chapter 9 ($151 e t  sep.). chapter 
96 ($1961 e t  seq.). or section 2516. 3057. or  3284 of this 
t i t le  to  m y  act of any person (1) committed before Oct. 
1. 1979, or (2) committed after Oct. 1. 1979. in connection 
with a case commenced before such date, see section 
403(d) of Pub. L. 95-598. set  out as a note preceding sec- 
t ion 101 of Title 11. Bankruptcy. 

SEPAFLABILITY 

Section 1301 of Pub. L. 91-452 provided that: "If the 
provisions of any part of this Act [see Short Title note 
s e t  out above] or  the appllcation thereof to  any person 
o r  circumstances be held invalid. the provisions of the 
o the r  parts and their application to otber persons or 
circumstanca shall not be affected thereby." 

CONGRESSIONAL STATEMENT OF FINDMuS AND PURPOSE 

Section 1 of Pub. L. 91-452 provided in part that: 
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''.The Congrem finds that (1) organized crime in the  
United States is a higbly sophisticated, diversified, and 
widespread activity that annually drains billions of 
dollars from America'e economy by uplawful conduct 
and the illegai useof  force. fraud, and corruption: (2) 
organized crime derives a major portion of its power 
through money obtained from such illegal endeavors as 
syndicated gambling; loan sharking. the theft and fenc- 
ing of property, the importation and distribution of 
narcotics and  other-dangei-ous drugs. and other forms 
of social exploitation; (3). thb money and power are in- 
creasingly used to  infiltrate afld 'corrupt legitimate 
business and labor unions and subvert, and corrupt 
our democraticprocesses; (4) prganized crime activities 
in the Uni tea :Stktes 'weaken t h e  stability of the .  Na- 
tlon's-economic. system. harm ,innocent investors and 
compfitiw organizati.oqs. interfere with free competi- 
tion, seriously burden int@ptite.  and f&eign com- 
merce, threaten the 'domestic'security, 'and undermine 
the general ~W,elfare.of theNation and i t s  citizens; and 
( 5 )  organized crime continues t o  grow bec.+pe of de-  
fects in the evidence-gathering process of the law in- 
hibitizig the'development of the legal!y adrniss!ble.e.vi-, 
dence. necessary to .bring criminal and oth.grs,anctions 
or remedies to bear on the unlawful activities .of those 
engaged in organfzed crime and because the sanctions 
and remedies available to the Government are unneces- 
sarily limited in scope and impact. 

- I t  i s  the  purpose, of this Act [see 'short  Title note 
above] to  seek'the eradication of organized crime in the 
United States by strengthening the .legal too l s  in the 
evidence-gathering process, by establi8hing new penal 
prohibitions, and by providhg enhanced sanctions and  
new remedies to. deal with the unlawful activities of 
those engaged in organized crime." 

LIBERAL CONSTRUCTION OF F'ROVlSIONG; SUPERSEDURE 
OF FEDERAL OR STATE LAWS: AuTHoRTPY OF ATPOR- 
NEYS REPRESENTING UNITED STATES 

Section 909 of t i t le IX of Pub. L. 91452 provided thab 
"(a) The provisions of this t i t le [enacting this c h a p  

ter and amending sectlons 1505, 2516. and 2517 of this 
title] shall be liberally construed to effectuate i ts r e  
medial purposes. 

"(b) Nothing in thfs title shall supersede any provi- 
sIon of Federal. State. or other law imposing criminal 
penalties or affording civil remedies in addition to 
those provided for in this title. 

"(c) Nothing contained in this title shall impair the 
authority of any attorney representfng the United 
States to- 

"(1) lay before any grand jury impaneled by any 
district court of the United States any evidence con- 
cerning any alleged racketeering violation of law; 

"(2) invoke the power of any such court to  compel 
the product~on of any evidence before any such n a n d  
jury; or 

"(3) Institute any proceeding to enforce any order 
or process lssued in execution of such power or to 
punlsh disobedience of any such order or process by 
a n y  person.'' 

PRESIDENT'S COMMISSION ON ORGANIZED CRIME: TAKING 
OF TESTIMONY ANT) RECEIFT OF EVIDENCE 

Pub. L. 98-368. July 17. 1984. 98 Stat.  490. provided for 
the Commission estnblished by Ex. Ord. No. 12435. for- 
merly set out below. authority relating t o  taking of 
testimony. receipt of evidence, subpoena power. testi- 
mony of persons in custody. immunity. service of proc- 
ess. witness fees. access to other recolSds and informa- 
tion. Federal protection for members and staff, closure 
of meetings. rules. and procedures. for the period of 
July 17, 1984. until the earlier of 2 years or the expira- 
tion of the Commission. 

EXECU~VE ORDER NO. 12435 

Ex. (3rd. No. 12435. July 28. 1983. 48 F.R. 34723, a s .  
amended Ex. Ord. No. 12507. Mar. 22, 1985, 50 F.R. 11835. 
which established and provided for the administration 
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of the President's Commission on Organized Crime, waa 
revoked by Ex. Ord. No. 12610. Gept. 30, 1987, 52 F.R 
36901. formerly set out as a note under sectlon 14 of thtt 
Federal Advisory Committee Act in the Appendix to 
Title 5, Government Orgahization and Employees. 

SECTION REFERRED TO IN OTHER SECTIONS 
This section is referred to In sections 924. 1956. 1959 cg. 

this title; title 7 section 12s. 

P 1962. Prohibited activities 

(a) I t  shall be unlawful for any person who has 
received any income derived, directly or indi- 
rectly, from a pattern of racketeering activity 
or through collection of an unlawful debt in 
which such person has participated as a prin- 
cipal within the meaning of section 2, title 18. 
United States Code, to use or invest, directly or 
indirectly, any part of such income. or the pro- 
ceeds of such income, in acquisition of any in- 
terest in. or the establishment or operation of, 
any enterprise which Is engaged in, or the ac- 
tivities of which affect, interstate or foreign 
commerce. A purchase of securities on the open 
marliet for wurooses of investment. and without 
the intentidn of controlling or participating in 
the control of the issuer, or of assisting another 
to do so, shall not be unlawful under this sub- 
section if the securities of the issuer held by the 
purchaser, the members of his immediate fam- 
ily, and his or their accomplices in any pattern 
or racketeering activity or the collection of an 
unlawful debt after sach purchase do not 
amount in the aggregate to  one percent of the 
outstanding securities of any one class, and do 
not confer, either in  law or in fact, the power to 
elect one or more directors of the issuer. 

(b) It shall be unlawful for any person through 
a pattern of racketeering activity or through 
collection of an unlawful debt to acquire or  
maintain, directly or indirectly, any interest in . 
or control of any enterprise which is engaged in, 
or the activities of which affect, interstate or 
foreign commerce. 

(c) I t  shall be unlawful for any person em- 
ployed by or associated with any enterprise en- 
gaged in. or the activities of which affect, inter- 
state or foreign commerce. to conduct or par- 
ticipate, directly or indirectly. in the conduct of 
such enterprise's affairs through a pattern of 
racketeering activity or collection of unlawful 
debt. 

(d) I t  shall be unlawful for any person to con- 
spire to violate any of the provisions of sub- 
section (a). (b). or (c) of this section. 

(Added Pub. L. 91-452. title IX. §901(a). Oct.  15. 
1970, 84 Stat.  942; amended Pub. L. 100-690. titale 
VII ,  67033. Nov. 18.1988. 102 Stat. 4398.) 

1988-Subsec. Id). Pub. L. 100-6590 substituted " sub  . 
section" for "subsections". 

SECTION REFERRED TO IN OTHER SE~IONS 
This section is referred to in sections 1963. 1964. 3554 

of this tltle: title 7 section 1%: title 8 section 1101. 

5 1963. Criminal penalties 

(a) Whoever violates any provision of section 
1962 of this chapter shall be fined under this title 
or imprisoned not more than 20 years (or for life 
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arty, any additional facts supporting the peti- 
tioner's claim, and the ~elief sought. 

(4) The hearing on the petition shall, to the ex- 
tent practicable and conuistent with the inter- 
ests of justice, be held within thirty days of the 
filing of the petition. The court may consolidate 
the hearing on the petition with a hearing on 
any other petition filed by a person other than 
the defendant under this subsection. 

(5) At the  hearing, the petitioner may testify 
and present evidence and witnesses on his own 
behalf, and cross-examine witnesses who appear 
a t  the hearing. The United States may present 
evidence and witnetsea in rebuttal and In de- 
fense of its claim to the property and crowex- 
arnine witnesses who appear a t  the hearing. In 
addition to testimony and evidence presented at 
the hearing, the court shall consider the 'rel- 
evant portions of the re&ord of the crimind ca3e 
which resulted in the or'der of forteitnre. 

(6) If, after the hearing, the court determines 
that  the petitioner has established by a prepon- 
derasce of the evldepce t h a G  

(A) the petitioner hss a legal right, title, or 
interest in the property, and such right. title, 
or interest rendem the order of forfeiture in- 
valid in  whole or in part because the right, 
title, or  interest was vestkd in the petitioner 
rather than the defendant or was superlor to  
any right, title, or interest of the defendant a t  
the t!me of the comrnissiQn of the acts which 
gave rise to the forfeiture of the property 
under this section;.or. 

(B) the .petitioner is a bona fjde purchaser 
for value of the right, title, or interest in the 
property and wm a t  the time of purchase res- 
sonably without cause to believe that the 
property was subject to forfeiture under this 
section; 

the court shall amend the order of forfeiture in 
accordance with its determination. 
(7) Following the court's disposition of all pe- 

titions filed under this subsection. or if no such 
petitions are filed following the expiration of 
the period provided in paragraph (2) for the fil- 
ing of such petitions, the United States shall 
have clear title to property that is the subject of 
the order of forfeiture and may warrant good 
title to any aubsequent purchaser or transferee. 
(m) If any of the property described In snb- 

section (a), as a result of any act  or omission of 
the defendant- 

(1) cannot be lbcated upon the exercise of 
due diligence; 

(2) has been transferred or sold to. or depos- 
ited with. a third party; 

(3) has been placed beyond the jurisdiction of 
the court; 

(4) has been substantially dimlnished in 
value; or 

(5) has been commingled with other property 
which cannot be dtvided without d~ffIcuIty; 

the court shall order the forfeiture of any other 
property of the defendant up to the value of any 
property described in paragraphs (1) through (5). 

(Added Pub. L. 91-452, title M, §901(a), Oct. 15, 
1870, 84 Stat. 943; amended Pub. L. 98473. title 
11. 55302, 2301(at(c), Oct. 12, 1984, 98 Stat. 2040. 
2192; Pub. L. 95~570, title I, 41153(a), Oct. 2.7.1988, 
100 Stat. 320'743; Pub. L,99-646. 523. Nov. 10.1986, 

100 Stat. 3597; Pub. L. 1W90, title VXI. 857034, 
7058(d). Nov. 18. 1988. 102 Stat. 4398, 4403; Pub. L. 
101-647, title XXXV, 33561, Nov. 29, 1!@0,104 Stat. 
4927. ) 

REFERENCES IN TEXT 

The Federal Rules of Evidence, referred to in subsec. 
(d)(3). are set out in the Appendix to Title 28. Judiciary 
aqd Judicial Procedure. , 

AMENDMENTS 

1930-Snbsec. (8). Pub. i. 101-697 substituted "or 
both" for "or both." in introductory provisions. 

1W845ubsec. (a). Pub. L:l00-6?40. §7068(d), substituted 
"shall be fined under this title or imprisoned not more 
than 20 years (or for life if the violation i s  based on a 
racketeering activity for which the maximum penalty 
includes life imprisonment). or both." for " W l  be 
fine0 not more than $25,000 or imprisoned not more 
than twenty years, or both". 

Subsece. (m). (n). Pub. L. lM-690, 97034, redeaignated 
former subsec. (n) aa (m) and substituted "act or omis- 
s10n" for "act of omission". 

1986-S(lbsecs. (c) to  (m). Pub. L. 99-646 substituted 
"(I)" for "(m)" in subsea. (c). redeaignated subsecs. (el 
to (m) aa (d). to ( I ) .  respectively, and substituted "(I)" 
for "(m)" in subsec. (i) as redesfgnated. 
Subsec. (n). Pub. L. 99-510 added aubaec. (q). 
1884--Subsec. (a). Pub. L. 9&973,52301(a), inserted "In 

lieu of a fine otherwise authorized by. this section, a de- 
fendant who derives' profits' or other proceeds from an 
offense may be fined n o t  more than twioe the gross 
profits or other proceeds." following par. (3). 

Pub. L. 9B-473, !$30;1, amended subsec. (a) generally, 
designating existing provisions a~ pam. (1) and (2); in- 
serting par. (3). and provisions following par. (3) relat- 
ing to power of the court to order forfeiture to the 
United States. . 

Snbsec. (b). Pub. L. 9&973, 5302. amended subsec. (b) 
generally, substituting provtsions relating to property 
subject to forfeiture, for pwvisions relating to jurisdic- 
tion of the cljstrict courts of the United S t a b  

Subaec. (c). Pub. L. 98-473. 5302, amended subsec. (c) 
generally. substituting provisions relating to transfer 
of rights, etc., in property to  the United States, or to 
other transferees, for provisions relating to seizure and 
transfer of property to  the United States and proce- 
dures related thereto. 

Subsec. (d). Pub. L. W73.  ga301(b), struck out subsec, 
(d) which provided: "If any of the property descnbed in 
subsection (a): ( I )  cannot be located: (2) has been trans- 
ferred to, sold to. or deposited with, a third party: (3) 
has been placed beyond the jurisdiction of the court; (4) 
has been substantially diminished in value by any act 
or omission of the defendant; or (5) has been commin- 
gled with other property which cannot be divided with- 
out difficulty; the court shall order the forfeiture of 
any other property of the defendant up to the value of 
any property described in paragraphs (1) through (5)." 

Pub. L. 9W73. $302. added subsec. (dl. 
Subsecs. (e) to (m). Pub. L. 9&473. $302, added sub 

secs. (d) to (m). 
Subsec. (mxl). Pub. L. 98473. §2301(c), struck out 

"for a t  least seven successive court days'' after "dis- 
pose of the property". 

$FAXION REFERRED 'lW IN OTHER SEClTONS 

This section is referred to in sections 2516, 3293. 3554 
of this title; title 7 section 12a; title 50 App. section 
2410. 

§ 1964. Civil remedies 

(a) The district courts of the United States 
shall have jurisdiction to  prevent and restrain 
violations of section 1962 of this chapter by issu- 
ing appropriate orders, including, but not lim- 
ited to: ordering any person to diveet himself of 
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any interest, direct or indtrect, in any enter- 
prise; imposing reasonable rkstrictione on .the 
future activities or investments of person, 
including, but not limited to, prohibiting m y  
person from engaging in the same type of en- 
deavor as the enterprise engaged in. the activi- 
ties of which affect interstate or foreign com- 
merce; or ordering dissolution, or reorganization 
of any enterprise, making due provision for the 
rights of innocent perrtons. 

@) The Attorney General may institute pro- 
ceedings nnder this section. Pending final deter- 
mination thereof, the wurt may at any 
enter such restraining orders or prohibitions, or 
take such other actions, including the accept- 
ance of aatisfwtory p e r f o W c e  bonds, as i t  
shall deeh proper. 

(c) Any person injured fn; his +stse~s or prop 
erty by reason of a violation of section 1962 of 
this chapter may sue therefor in any appropSiate 
United States district court and shali recover 
threefold the damages he sustains and the cost 
of the suit, including a reaaonable attorney's 
fee, except that no person may rely upon any 
conduct that would have been .actionable as 
fraud in the purchase or sale of secnrities to es- 
tablish a violation of section 1962. The exception 
contained in the preceding sentence does not 
apply to an action against any person that i6 
criminally convicted in connectton with the 
fraud, in which case the statute of Urnitations 
shall e m  to m on the date on which the con- 
viction becomes final. 

(d) A ma1 judgment or decree rendered in 
favor of the United States any criminal pro- 
ceeang brought 'og the United @tates.nnder this 
chapter shall estop the defendant @om denying 
the essential allegations of the criminal offense 
in any subsequent civil proceeding brought by 
the United States. 
(Added Pub. L. 91452, title IX, $901(a), €kt. 15, 
1970, 84 Stat. 443; amended Pub. L. 98-gM), title 
IV, P402(24)(A), Nov. 8, 1984, 98 Stat. 9359; Pub. L. 
1 W ,  title I. $107, Dec. 22. 1995.109 Stat. 758.) 

AMENDMENT6 

1995-Subsec. (c). Pub. L. 104-67 insertad before period 
a t  end ". except that no person may rely upon any con- 
duct that would have been actionable as fraud in the 
purchase or sale of Becurities to eetabltsh a violation of 
section 1962. The exception contained in the preceding 
sentence does not apply to  an action against any per- 
son that  is criminally convicted in connection with the 
fraud, in which case the statute of limitations ahall 
start to run on the date on wblch the conviction be- 
comes final". 

19lbS-Subsec. (b). Pub. L 9 M X l  struck out provision 
that in any action brought by the United States under 
this section. tbe court had to proceed as soon aa prec- 
ticable to the hesrlng and determination thereof 

ElrlrErmVE DATE OF 1995 AMENDMENT 

Amendment by Pub. L. 1W not to affect or apply 
to any private action arising under title I of the Securi- 
ties Exchange Act  of 1934 (15 U.S.C. 78a e t  seq.) or title 
1 of the Securities Act of 193 (15 U.S.C. 77s et aeq ). 
commenced before and pending on Dec. 22, 1965. see sec- 
tion 108 of Pub. L. 1M-67, set out as a note under sec- 
tion TI1 of Title 15. Commerce and Trade. 

E P ~  DATE OF 1904 AMENDMENT 

Amendment by Pub. L. W8B not applicable to cases 
pending on Nov. 8.1984, see section 403 of Pub. L. 98820. 
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set out LU an Effective Date note nnder eection 1657 of 
Title 28. Judicjwy and Judicial Procedure. 

' CONSTRUCl'lON OF 1985 &fENDMENT 

Nothing in amendment by Pub. L. 304-67 to be deemed 
to create or ratify any implied right of action. or to 
prevent Securities and Exchange~Commission, by rule 
or regulation, from restricting or otherwise regdating 
private actAone mder Securities J3xchmge Act of 1994 
(15 U.S.C. 78s e t  seq.), s&? section a03 of Pub. L: 10447. 
set out aa a Construction mote under section 78j-J. of' 
n t l e  15, Commerce and Trade. 

SECPION REFER- m m t Y r p t  SECTIONS 
Tbia section ia kferred to in section 1965 of this title. 

I 1966. Venue and procees 
' 

(a) Any civil action or proceeding ,mder this 
chapter against my person may be instituted in 
the district court of the United States for f ~ng  
district in which such person resides, is found, 
1y)S an agent, or transacts his affairs. 

(b) In any action under section 1964 of this 
chapter in any district court of the United 
States in which i t  is shown that the ends of jus- 
tice require that other parties residing in any 

o t h e r  district be brought before the court, the 
court may cause such parties to be summoned. 
and process for that purpose may be served in 
any judicial district of the United States by the 
mamW thereof. , 
(c) In any civil or criminal action or proceed- 

ing instituted by the United States under this 
chapter in the district court of the Upited 
States for any judicial district, subgems h u e d  
by such court to compel the attendsnce of wit- 
nesses may be served in any otber judicial dis- 
trict, except that in any civil action or proceed- 
ing no snch subpena shall be issued for senrice 
upon any individual who resides in another die- 
trict a t  a place more than one hundred miles 
from the place a t  which sncli court is held with- 
out approval given by a judge of such court upon 
a abowing of good cause. 

(d) All other process in any action or proceed- 
ing under this chapter may be served on any per- 
son in any judicial district in which such person 
reddes, is found, has an agent, or transacts his 
affairs. 
(Added Pub. L. 91452, title IX, aWl(a), Oct. 15, 
1970, 84 Stat. 944.) 

9 1966. Expedition of action8 

In any civil action instituted under this chap  
ter by the United States in any district court of 
the United States. the Attorney General may 
file with the clerk of such court a certificate 
stating that in his opinion the caae is of general 
publlc importance. A copy of that certificate 
shall be furnished immediately by such clerk to  
the chief judge or in his absence to the presiding 
district judge of the district in which such ac- 
tion is pending. Upon receipt of such copy, such 
judge shall des~gnate immediately a ~udge of 
that dlstrict to hear and determine action. 
(Added Pub. L. 91452, tftle M. 0901(a). Oct. 15, 
1970. 84 Stat. 944; amended Pub. L. W 2 0 ,  title 
IV. 5402(24)(B). Nov. 8.1984,98 Stat. 3359.) 

AMENDMPrPs 

1-Pub. L. 98-820 struck out provision that the 
judge so designated had to assign such action for hear- 
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(b) The provisione of sections 1301, 1303, and 
1303 shall not apply to the transportation or 
mailing- 

(1) to addresses within a ~ t s t e ' o f  equipment. 
tickets; or material concerning a lottery 
which is conducted by that  State acting under 
the authority of State law; or 

(2) to  an addreasee within a foreign country 
of equipment, tickets, or  material designed t o  
be used within that  foreign country in a lot- 
tery which is authorized by the law of tha t  
foreign country. 
(c) For the purpose3 of this section (1) "State" 

means a State of the U ~ i t e d  States, the District 
of Columbia, the Commonwealth of Pnerto Rico. 
or any territory or possession of the United 
States; and (2) "foreign country" means any em- 
pire. country, dominion, colony, or protectorate. 
or any hbdivision thereof (other than the 
United States, i t s  territories or possessions). 

(d) For the purposes of snbsectio'll (b) of this 
section "lottery" means the pooling of proceeds 
derived from the sale of tickets or chances and 
allotting those proceeh or parts thereof by 
chance to  one or more chance takers or ticket 
purchasers. "Lottery" does not include the plac- 
ing or-accepting of bets or wagers on sporting 
events or contests. For purposes of this section, 
the term a "nobfor-profit organization" means 
any organization that would qualify as tax ex- 
empt under section 501 of the Internal Revenue 
Code of 1988. 
(Added Pub. L. 93-583, 51, Jan. 2, 1975. 88 Stat.  
1916; amended Pub. L. 94325, 41, Oct. 17, 1976, 90 
Stat.  2478; Pub. L. 9690, 51, Oct. 23,1979, 93 Stat. 
698: Pub. L. 100-62!j. gg2(a), (b), 3(a)(l). (3). Nov. 7. 
1988,lm Stat. 3205,3206.) 

REFERENGES IN TEXT 

Section 501 of the Internal Revenue Code of 1986, re- 
ferred to in subsec. (d). is  classified to section 501 of 
Title 26. Internal Revenue Code. 

AMENDMENTS 

1988-Pub. L. 100-625. 53(a)(l), substituted "'Excep 
tions relating to certain advertisements and otber in- 
formation and to State-conducted lotteries" for 
"State-conducted 1otterIea" in section catchline. 

Subsec. (a). Pub. L. 100-625. §2(a), amended subsec. (a) 
generally. Prior to  amendment, subsec. (a) read aa fol- 
lows: "The provisions of sections 1301. 1303. 1309, and 
1304 shall not apply to an advertisement, list of prizes. 
or information concerning a lottery conducted by a 
State acting under the authority of State law- 

"(1) contained in a newspaper published in Mat 
State or in an adjacent State which conducts such a 
lottery, or 

"(2) broadcast by a radio or television station 11- 
censed to a location in that State or an adjacent 
State which conducts such a lottery." 
Subsec. (d). Pub. L. 1OO-E25. 552(b). 3(a)(3), inserted 

"subsection (b) of '  after "purposes of' and inserted a t  
end "For purposes of this section. the term a 'not-for- 
proflt organization' means any organization that would 
qualify as tax exempt under section 501 of the Internal 
Revenue Code of 1986." 

197S-Subsec. (b). Pub. L. 96-90. §l(a). incorporated ex- 
isting provision in text designated cl. (I), included 
mailing of equipment, and added cl. (2). 

Subsec. (c). Pub. L. 9690. Il(b). designated existing 
text a s  cl. (1) and added cl. (2). 

1076--Subset. (a)(l). Pub. L. 94-525 inserted "or in an 
adjacent State which conduct8 such a lottery7' after 
"State". 
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E P ~ V E  DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 1004% effective 18 months 
after Nov. 7. l988. see section 5 of Pub. L. 1M!-625, set 
out as a note under section 1304 of this title. . 

SEVERABILrlY 

Section 4 of Pub. L. 100-825 provided that: "If any pro- 
vision of this Act or the amendments made by this Act 
[amending sections 1304 and 1307 of this title and sec- 
tion 3005 of Title 39, Postal Service, and enacting provi- 
sions set out a3 notes under sections 1301 and 1304 of 
this title]. or the application of such provision to any 
person or clrCumstance, is held invalid, the remainder 
of this Act and the amendments made by this Act. and 
the application of such provision to other persons not 
similarly aituated or to other circumstances, shall not 
be affected by such invalidation." 

SBCTION MERREIl TO I N  OTELER SJXTIONS 
T U  section ia referred to in title 39 section 3005. 

CHAPTER 63-MAIL FRAUD 

SElC. 

1341. Frauds and swindles. 
1342. Fictitious name or address. 
1343. F m d  by wire. radio. or television. 
1344. Bank fraud. 
1346. Illjunctions against fraud. 
1346. Deflnition of "echeme or artifice to defraud". 
1347. Health care fraud. 

AMENDFmum 

1998--hb. L. 104191. title 11. 5242(a)(2). Aug. 21. 1996, 
110 Stst. P16, added item 1347. 

199ePub. L. 101-647, title XXXV, 53541. Nov. 29. 1990. 
104 Stat. 4925. subatitntad "or" for "and" in Item 1342. 

1988-Pub. L. 100490, title W. 57603(b), Nos. 18, 1968, 
102 Stat. 4508, added Item 1%. 

198¶-Pub. L. 98-413, title IT. §gll08(b). 1Wb) .  Oct. 12, 
1984.98 Stat. 247. 2153. added items 1344 and 1345. 

IsSa--Act July 16. 1953, ch. 879, 518(b), 66 Stat. 722. 
added item 1343. 

C~UPTER REFER- TO rn O ~ E R  SECPIONS 
This chapter is referred to in title 29 section 1111. 

(1 1341. Fhudm and swindles 

Whoever, having devised or intending to devise 
any scheme or artifice to defraud, or for obtain- 
ing money or property by means of false or 
fraudulent pretenses, representations, or prom- 
ises, or to sell, dispose of, loan, exchange, alter, 
give away, distribute, aupply, or furnish or pro- 
cure for unlawful use any counterfeit or spuri- 
ous coin, obligation, security, or other article. 
or anything represented to be or intimated or 
held out to be such counterfeit or spurious arti- 
cle, for the purpose of executing such scheme or 
artifice or attempting so to do, places in any 
post office or authorized depository for mail 
matter, any matter or thing whatever to be sent 
or delivered by the Postal Service, or deposits or 
causes to be deposited any matter or thing 
whatever to be sent or delivered by any private 
or commercial interstate carrier, or takes or re- 
ceives therefrom, any such matter or thing. or 
knowingly causes to be delivered by mail or 
such carrier according to the direction thereon. 
or a t  tbe glace a t  which i t  is directed to be de- 
livered by tbe person to whom i t  is addressed. 
any such matter or thlng, shall bk fined under 
this Mtle or imprisoned not more than five 
years, or both. If the violation affects a man- 
cia1 institution, such person shall be, fined not  
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more than  $1,000,000 or imprisoned n o t  more 
than  30 years, o r  both. 

(June 25, 1948, ch. 645, 62 Stat. 763; May 24, 1949, 
ch. 139, $34, 63 Sta t .  94; Pub. L. 91-375, !(6)(j)(ll), 
Aug. 12, 1970, 84 Stat. 778; Pub. L. 101-73, t i t l e  M. 
5961(i), Aug. 9, 1989, 103 Stat. 500; Pub. L. 101-647. 
t i t le  XXV, §W)4(h), Nov. 29, 1990, 109 S t a t .  4861; 
Pub. L. 10%-322, title XXV, 8250006, t i t l e  XXXIII, 
§330016(1)(H), Sept. 13, 1994, 108 S t a t .  2087, 2147.) 

Based on title 18, U.B.C., 1940 ed.. $338 (Mar. 4, 1909. 
ch. 321.8215. 35 Stat. 1130). 

The obsolete argot of the underworld was deleted as 
suggested by Hon. Emerich B. Freed, United States dis- 
trict Judge. in a paper read before the 1944 Judicial Con- 
ference for the sixth circuit in which he mid: 

A brleF reference to $1391, which propose8 to reenact 
the present section covering the use of the malls to de- 
fraud. This section is almost a page in length. is in- 
volved, and contains a great deal OF superfluous lan- 
guage, including such t e r n  a8 "sawdust swindle. meen 
articles, green coln. ' green goods and green cigars." 
This sectlon could be greatly simplified. and now- 
meaningless language eliminated. 

The other surplusage was likewise eliminated and the 
sectlon simplified wlthout change of meanlng. 

A reference to causing to be placed any letter. etc. In 
any post office, or station thereof. etc. was omitted as 
unnecessary because of definition of "principal" in sec- 
tion 2 of this title. 

This section [section 34) corrects a typographical 
error in sectlon 1341 of title 18. U.S.C. 

AMENDMENTS 

1994--Pub. L. 1W322. §330016(1)(H). substituted "fined 
under this title" for "fined not more than Sl.DOO" after 
"thing. shall be". 

Pub. L. 1@3-322. 9250006. inserted "or dewsits or 
causes to be deposited any matter or thing whatever to 
be sent or delivered by any private or commercial 
1 nterstate carrier," after "Postal Service," and "or 
such carrier" after "causes to be delivered by mail". 

1990-Pub. L. 101-647 substituted "30" for "20" before 
"years". 

1989-Pub. L. 101-73 inserted a t  end "If the violation 
affects a financial institution. such person shall be 
fined not more than $1.000.000 or imprisoned not more 
than 20 years. or both." 

IY&-Pub. L. 91-375 substituted "Postal S e ~ i c e "  for 
"Post Office Department". 

]*Act May 24. 1949. substituted "of' for "or" after 
"dispose“. 

~ F F & T J V E  DATE OF 1970 AMENDMENT 

Amendment by Pub. L. 91-375 effective wlthin 1 year 
after Aug. 12, 1970, on date establlshed therefor by 
Board of Governors of United States Postal Service and 
published by it in Federal Register. see section 15(a) of 
Pub. L. 91-375. set out as an Effective Date note preced- 
ing section 101 of Title 39. Postal'Servfce. 

This section is referred to in sections 24. 225. 981. 982. 
1342. 1510. 1961. B26. 2516. 3059A. 3293. 3322 of this tjtle: 
title 7 section 1%: title 12 sections 1785. 1786. 1787, 1821. 
18%. 1829. 1831k. lB33a, 2217a-lob; title 15 sections 780. 
80M; title 39 sections 3001, 3003. 

B 1342. Rctitioue name or address 
Whoever, for t he  purpose of conducting. pro- 

moting, or carrying on by means of t h e  Postal 
Service, any scheme or  device mentioned in sec- 

tion 1341 of th i s  t i t le  or any other  unlawful busi- 
ness, uses or  assumes, o r  requests t o  be ad- 
dressed by, any  fictitious, falee, o r  assumed 
title, name, or address or name other  t han  his 
o m  proper name, or takes  or receives from any 
post office or  authorized depository of mail mat- 
ter, any let ter ,  postal card, package, o r  other  
mail ma t t e r  addressed t o  any  such fictitious. 
false, o r  assumed title, name, or address. o r  
name other  than his own proper name, shal l  be 
fined under this t i t l e  or imprisoned n o t  more 
than  five years, o r  both. 

(June 25.1948, ch. 645,62 Stat. 763; Pub. L. 91-375, 
§6(j)(12). Aug. 12, 1970. 84 Stat. 778; Pub. L. 
lW322, t i t le  XXXIII. §330016(1)(H), Sept. 13, 1994, 
108 Sta t .  2147.) 

HI~TORIML AND RELlSIOEI NOTES 

Based on title 18, U.S.C.. 1940 ed., 9339 (Mar. 4, 1904. 
ch. 321.5216, 35 Stat. 1131). 

The punlsbment language used in section 1341 of this 
title was substituted in lieu of the reference t o  I t  in 
this section. 

Mjnor changes in phraseology were made. 

AMENDMENTS 

1994-Pub. L. 103-322 substituted "fined under this 
title" for "fined not more than S1.W. 

1970-Pub. L. 91375 substituted "Po~taI Service" for 
"Post Office Department of the United States'.. 

Amendment by Pub. L. 91315 effective within 1 year 
after Aug. 12, 1970. on date established 'therefor by 
Board of Governors of United States Postal Service and 
published by it in Federal Register, see section 15(a) of 
Pub. L. 91-375. set out as an Effective Date note greced- 
ing section 101 of Title 39. Postal Service. 

SECTION REFERRED TO I N  OTHER SECTIONS 

This section is referred to in sections 982, 2326 of this 
title: title 7 section 1221; title 15 sections 780. 80b3: title 
39 sections 3W1.3#3. 

8 1343. Fraud by wire, radio, or television 

Whoever, having devised or  intending t o  devise 
any  scheme or  artifice t o  defraud, or for  obtain- 
ing money or property by means of h l s e  o r  
fraudulent pretenses, representations, or Drom- 
fses, transmits or  causes t o  be transmit ted by 
means of wire. radio, or television communica- 
t ion in interstate  or foreign commerce, any  
writings. signs, signals, pictures, o r  sounds for  
the  purpose of executing such scheme or art i-  
fice, shall be fined under this t i t l e  or imprisoned 
no t  more than five years. o r  both. If t h e  viola- 
t ion affects a financial institution, such person 
shall be fined not  more than 51,000.000 o r  impris- 
oned not  more than 30 years, or both. 

(Added July 16. 1952, ch. 879. glBIa), f3 Stat. 722: 
amended Ju ly  11, 1956. ch. 561, 70 S t a t .  523; Pub. 
L. 101-73, t i t l e  W, $961(j). Aug. 9, 1989, 103 Stat. 
500; Pub. L. 101-647, t i t l e  M V ,  §2504(i), Nov. 29. 
1990, 104 Stat. 4861; Pub. L. 103-322, t i t l e  XXXIII, 
§330016(1)(H). Sept. 13. 1994.108 Sta t .  21.47.) 

1994--Pub. L. 103-322 substituted .'fined under this 
title" for "fined not more than S1,000". 

199ePub. L. 101-647 substituted "30.  for "20" before 
"years'.. 

1989-Pub. L. 101-73 inserted a t  end "If the violation 
affects a financial institution. such person shall be 
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fined not more than S1.000.000 or imprisoned not more 
than 20 ye-', or both." 

1956-Act July 11. 1958, substituted "transmitted by 
means of wire. radio. or television communication in 
interstate or foreign commerce" for "transmitted by 
means of interstate wire, radio. or television commu- 
nication". 

This section i s  referred to in sections 24, 225, 901, 982, 
1510, 1981, 2326, 2516, =A, 3295, 39M of this title; title 
7 section lk; title 12 section8 1785, 1785,1781. 182l. 1828. 
1Ba9. 18318. 1B33a. 227'78-lob; title 15 s%ctdone 780, 8fIb3: 
title 47 @ctiom 311.503. 

4 1% Bank b u d  

Whoever knowingly executes, or attempts t o  
execute, a scheme or artifice-- 

(1) to defrand a financial institution; or 
(2) to  obwin any of the moneys, funds, cred- 

its, asaeta,'securfties, or other proper* owned 
by, or under the custody or control of, a finw- 
cia1 institution, by means of false or frandu- 
lent pretenses, representations, or promisea; 

shall be fined not more than $1,000,000 or impris- 
oned not more than 30 years, or both. 
(Added Pub. L. 98-473, title TI, 51108(a), Oct. 12, 
1984, 98 Stat .  2147; amended Pub. L. 101-73, title 
IX, §961(k), Aug. 9, 1989, 103 Stat. 500. Pnb. L. 
101-4547. title XXV. §2504(1). Nov. 29. 1990. 104 
Stat. 4861.) 

159lLPub. L. 101&64? substituted "30" for "20 before 
"years". 

1989-Rub. L. 101-73 amended section generally. re- 
stating former subsec. (a) and striking out former snb- 
sec. (b) which defined "federally chartered or insured, 
financial ul~titution". Prior to amendment, subsec. (a) 
read as  follows: "Whoever knowingly executes, or at- 
tempts to execute, a scheme or rartifice- 

"(1) to defraud a federally chartered or insured fl- 
nancial institution; or 

"(2) to obtain any-of the moneys, funds, credits, as 
seta, securities or other property owned by or under 
the custody or control of a federally chartered or in- 
sured financial institution by means of false or frand- 
ulent pretenses, representations, or promises. shall be 
fined not more than $10.000, or im'priaoned not more 
than five years, or both." 

Thia section is referred to In sections 225, 981, 982. 
1510. 1961. 2328. M A .  3aW. 3323 of this title; title 12 EC- 
tions 17b. 1786, 1787. 18W, 1828. 1829, 1831B. 1833a. 
2ZPla-lob. 

5 1345. Injunctions against h a d  

(a)(l) If a person I+ 
(A) violating or about to violate this chapter 

or section 287. 311 (insofar as such violation in- 
volves a conspiracy to defraud the United 
States or any agency thereof), or 1001 of this 
title; 
(B) committing or about to commit a bank- 

ing law violatjon (as defined in section 3322(d) 
of this title), qr 

(C) committing or about to commit a Fed- 
eral healtb care offense.] 

the Attorney General may commence a civil ac- 
tion in any Federal court to enjoin such viola- 
tion. 

' $0  in orlglnal. The period probably should be a comma 

(2) If a person is alienating or disposing of 
property. or intends to alienate or d i ~ p 0 ~ e  of 
property, obtained as a result of a banking law 
violation (as defined in section 3322(d)' of this 
title) or a Federal health care offense or prop- 
erty which is traceable to  such violatfon, the 
Attorney General may commence a civil action 
in any Federal court- 

(A) to  enjoin such alienation or disposition 
of property; or 
(B) for a restraining order to- 

(1) prohibit any person from withdrawing. 
transferring, removing, dissipating, or dis- 
posing of any such property or property of 
equivalent value; and 

(ii) appoint a temporary receiver to adrnin- 
fster such restraining order. 

(3) A permanent O r  temporary. injunction or 
restraining order shall be granted without bond. 

(b) The court  8ha.11 pr&eed fa soon as prac- 
ticable to  the hearlng and determination of such 
an action. and mas. a t  anv tjme before final de- 
termination, e n h i  such a restraining order or 
~rohlbition. or take such other action, as is war- 
;anted to  prevent a continuing and substantial 
injury to the United States or to  any person or 
class of persons for whose protectton the action 
is brought. A proceeding under this section is 
governed by the Federal Rules of Mvil Proce 
dure, except that, if an indictment has been re- 
turned against the respondent, discovery is gov- 
erned by tbe Federal Rules. of Criminal Proce- 
dure. 
(Added Pub. L. 9M73, title II, 91205(a), Oct. 12, 
1984. 98 Stat. 8 5 %  amended Pub. L. 100490, title 
VII, 97077. Nov. 18, 1988, 102 Stat. 4406; Pub. L. 
101-617. t i t le W. )252l(b)(2), titlaXXXV, §554a, 
Nov. 29, 19W1, 104 Stat. 4885, 49%; Pnb. L. 103-322; 
title xxxIII, 8330011(k), Sept. 13, 1994, 108 Stat. 
2145; pub. L. 1W191, title n, 9247, ~ u g .  21, i9%, 
110 Stat. aoie., 

The Federal Rules of Civil Procedure. referred to in 
subsec. (b), are set out in the Appendix to Title 28. Jn- 
diclary and Judicial Procedure. 

The Federal Rules of Criminal Procedure. referred to 
in subsec. (b). are set out in the Appendix to this title. 

AMENDMENTS 

1996-Subsec. (a)(l)(C). Pub. L. 104-191. §247(a), added 
subpar. (C). 

Subsec. (a)@). Pnb. L. 1W191. §247(b). inserted "or a 
Federal health aare offense" after "title)". 

1994-Pub. L. 103-322, $330011(k). repealed Pub. L. 
10147.§3642. See 1990 Amendment note below. 

1990-Pub. L. 101-647. §25ill(b)(il), added subsec. (a), in- 
serted subsec. (b) designation. and struck out former 
first sentence which read as follows: "menever i t  shall 
appear that  any pereon is engaged or is about to engage 
in any act  which constitutes or will constitute a viola- 
tion of this chapter. or of section 287, 371 (insofar as 
such violation involves a conspiracy to d e h u d  the 
United States or any agency thereon, or lDOl of thfs 
title the Attorney General may initiate a civil proceed- 
ing in a dlrrtrict court of the United States to enjoin 
such violation." 

Pob. L. 101-847. 43542, which directed insertion of a 
comma after "of this title". was regealed by Pub. t. 
103-322, g33M)ll(k). 

1988-Pub. L. 1W-690 inserted "or of section 267, 37l 
(insofar aa such violatlop involves a c o n s ~ l m ~  to de- 
fraud the United States or any agency thereon. or 1001 
of this title" after "violation of thls ohapter,". 
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AMENDMENTS 

1985-Subsec. (c). Pub L. S92 designated existing 
provisions as par. (1). substituted "Except as provided 
in paragmph (2). the" for "The label", and added par. 
(2). . . 

Subsec. ( c j i ~ ~ ) .  pub.' L. 99-117 sibstitutkd "brand 
style" for "brand" in provisions preceding cl..(i).. . . 

1984-Pub. L. 9847'4 amended aeotion generally. de.* 
ignatbg exieting provisioqs as s n w c .  (a), , expanding 
choice 01 wafiine to be placed on, cigarette packaging 

~ t h e r ' e x p m l i ~ g  scope ofphicej that .m&.~o.ri- 
taIn warnin& to include .advei-tisemenw 1f4d ou+r 
billboards, &d adding su&e&.(b) t b  (d). : . . . . '. 

~SIOIPU~.  L. 9 1 - ~ a  subatituped ,crwarpinp: The  SUP 
geoq"~eneral Haa Determined That Gigmtte SmokLllg 
Is Daqeron~' ,  to YOG Health" for ,"&utJon; ,Cigarett& 
Smoking Mag Be Ha+rdous to ,Your Heriith." . 

. . , ; ;  . . .  ! : , : . :  . !  

E F ~ .  DATE oa. 1 9 8 5 ' . A k @ p 1 ~ ~ ~  . . . 

Section ll(c) of Pub. L. 90-92 ppgded that: 
+'(1) The amendments made by subsection (a) [prob- 

ably refera to undesignated gar. preceding s u b .  (b). 
amending this section] shall take effecb October l2. 
1985, except that 

"(A) on and after the date of the enactment of this 
Act [Ang. 16. 19851 a mctnufacturer or importer of 
cigaretteti may apply to  the FederakfTrade Cornmi* 
sion to have the label rotation specified in section 
4(cX2) of the Federal Cigarette Labeling and Adver- 
tising Act [eubeec. (c)(2) of this mtion]. as amended 
by subsection (a), apply to  ite brand styles of ciga- 
rettea and the Commission may take action on such 
an application, and 
"(B) a manufacturer or importar of cigarettes may 

elect to  have the amendments apply a t  an earlier 
date or date6 selected by the manufacturer or im- 
porter. 
"(2) The Federal !hide Commission may. upon appll- 

cation of s maonfactmr or importer of cigarettes with 
an agbroved application under section 4(cX2) of the 
Federal Cigarette Labeling and  Advertising Act [sub- 
set. (c)(a) of this sectionl, as amended by subsection (a). 
extend the effective date specified in paragraph (1) to 
January 11. 1986; The Commission mag approve an a p  
plication for such an extension only lf the Commission 
determines that the effective date specified in such 
paragraph (1) would cause unreasonable economic hard- 
ship to  the applicant. Section 4 of the Federal Cigarette 
Labeling and Advertising Act [this section], as in effect 
before October 12, 1985. shall apply with respect t o  a 
manufacturer or importer with an application approved 
under thia paragraph." 

Section 4(b) of +b. L. 98474 provided that: ''The 
amendment made by subeection (a) [amending this see 
tionl shall take effect upon the expiration of a one-year 
period beginning on tbe date of the enactment of this 
Act [Oct. 12,19841." 

EFFECP~VE DATE O F  1970 AMENDMENT 

Section 3 of Pub. L. 91-222 provided in part that: 
"Section 4 of the amendment made by this Act [amend- 
ing this section] shall take effect on the flrst day of the 
seventh calendar month which be- after the date of 
the enactment of this Act [Apr. 1. INO]." . 

T@ &tion is  referred to in sectio'ns 1334. 1338 of this 
title. 

(a) Additional statements 
No statement relating to smoking and health, 

other than the statement required by section 
1333 of this title, shall be required on any ciga- 
rette package. 

:RCE AND TRADE 1 1835a 

(b) State : ' . 

No ;equtrement jpr gfohlbition baaed on sqmk- 
ing and' health shall be i m g o ~ d  under State la* 
with respect t o  me advertising or promotion of 
any cigarettes the packages of which are labeled 
in conformity w l a ' ,  the provisfo~:of '$5 ?hap 
ter, :. 

. . .  
. . , .  . . 

( P a b . ~ ;  89-92.55, July 27, 1966. 79 Stat. 283;'Pnb. 
. . L. 01-B!&, 92..Apr. I; 1970, 84 Stat. 88.) .-1. . :. 

. ... . . . . >  , ... . . :  - -  . . .  I . .  AMENDMENTs . . . . . . .  : 
. . . .. . ,  . ..:.,.... 

1970-8ab~~c.Cb). Pub. L. 91-222 substituted provision 
that no. requirement or prohibition based o q  making 
and health abould bf! imposed y d e r  State-law wlth re- 
8pect.k tha.advertising or promo.tion of any clg.*ttes 
which p.&i&ig& are Yabeled in coriforinity wi th tbepn ,  
via~ons .of this chapter f o r  provision tha tno  ,s,taQrnent 
relating b sdolring. and health should 'bi? requirtid in 
,the irdiiertising:'of any ciga&tes w b i c i  'pack&a are 
labled in conformitg with the provisions-~Ethis'chag 
ter. . . 

Snbaecs. (c). (d). Pub; L. 91-222 struck out subaeca. (c) 
and. (d) relating to the,auLhority of the Federal Trade 
Cornmtssion. with p s p e c t t o  unfair or deceptive adver- 
tisidg acts dr practices. 'aad reports to congress by the 
S k t a r g  of H d t h ,  Educati6n. and--Welfk 'aid: the 
Federal.Trade Cdmdi8ion:See aections 1338'and .I337 of 

. . . . .  this tdtle. ..* . .  . 
. . 

. . . .  . . .  . 

~$mh& DATE . . .  OF . .  1910 A M ~ D M E ~ T  . . . . .  . .' 

.section 3 of ' f ib .  L: 91-222 provided in pa.&thati 
"Section, 505the. amen,dment made bg. this Act [amend- 
ing this section] shall take effect as of ~ u l j  1,1'9p." . : 

01335. Unlawful advertbrnente on medium of 
- ' electronic communication 

After January 1, 1971, i t  shall be unlawful to 
advertlee cigarettes and little cigars on any me 
d i m  of electronin communication subject to 
the j ~ d i c t i o n  of the Federal Communications 
Cornmimion. . . 

(Pub. L. 89-92. 56. July 27, 1965; 79 Stat. 283; Pub. 
L. 91-222, 52, Apr. 1. 1970. 84 Stat. 89: Pub. L. 
93-109, 53, Sept. W, 1973, 87 Stat. 352.) 

197%-Pub. L. %I09 extended prohibition against ad- 
vertisementa to Httle cigars. 

1970-Pub. L. 91-222 subtituted provision that after 
January 1, 197l. i t  shall be unlawful to advertise ciga- 
rettes on any medium of electronic communication 
sub~ect to the jnriBdiction of the Federal Communica- 
tions Cornmiseion, for provision that a violation of this 
chapter ~ h o d d  constitute misdemeanor and be punish- 
able by b e .  See. now, section 1338 of thia title. 

E F m  DATE OF 1913 AMENDMENT 

Amendment by Pub. L. 93-109 effective thirty days 
after Sept. 21. 1973. see section 4 of Pub. L. 93-1-109, set 
out as a note under section 1332 of thia title. 

EPFTCTNE DATE OF 1070 AMENDMENT 

Amendment by Pub. L. 91-222 effective Jan. 1, 1970. 
except where otherwise specified. see section 3 of Pub. 
L. 91-222. aet out in part as a note under section 1331 of 
t h b  title. , 

P 1- List of cigamtte injftdienb; annual sub- 
d o p  to -, transmittal to Con- 
gress;eonMwtialidy 

(a) Each person who manufactures, packages, 
or import8 cigarettes shall annually provide the 
Secretary wi th  a list of the ingredients added to 



Dis~osition of Evidence Reearding Alleged RICO Predicate Acts of Mall and Wire Fraud 

in reaction to SG's article 

commenting on SG's 
article (Nov. 27, 1959) 

- -  - - 

' 'T' = district court made finding of fact on lcfcre~ced element of proof; 'FE" = evidence Cited by district court in record arguably related to referenced element of proof; "-" = no fmding or evidencc in m r d  to 
suppott a finding regarding this element of proof. 

'Slip op. at App. I11 lists 148 alleged RICO predicate acts. Two w a e  listed twice (see RA 79 1 132 and RA 81 / 132) and three were stricken (h 55.59.101). The predicate acts stricken by the district court are 
not included in h s  appendix. All RAs dated fmm ten years prior to the filing of the Complaint (i.e.. Sept. 22, 1989) to the present are Listed in bolded text for emphasis. Some predicate acu were listed by the dimkt court 
under more than one alleged subscheme and they will be listed in this chart consis! with such listing by the district court. 

"NP" = reflects speech protected under the Noerr-Penningron doctrine (i.e., congressionat testimony, statements regarding govenunental regulations, reports or related rnahcrs); '0' = statements of opinion 
subject to F i r s  Amendment pmtcction. 

Am. Op. at 1506. 

'The United States c i ta  US 21319 as RA 3 (see DOJ-FOF, section IV, a34-6) while the Joint Defendants cite US 22720 as RA 3 (see IPFOF, ch. 16,y 270-5). The district court did not identi@ by exhibit 
number which document she believes was RA 3 in heropinion 



Research Will Find 
Answers, George Allm 
Says" mov.  3, 1963) 

(noting defense stipulation regadbg 



LoriIlard 
Iiggen 
American 
CrR 

Lorillard 

Ammcan 

PM 
XJR 
B&W 
Lorillard 
American 

US 20229 Correspondence bemeen 
counsel for certain i 

US 2 164% S. F d  article 'To Smoke s 
1 or Not to Smoke - a t  is 1 
Wj the Question" (Jan. 
1968) 

23 

PM 
RJR 
B&W 
Lorillard 
American 
Ti 

Ad publicizing TRUE 
magazine article 
Editorial statement 
published by TI entitled 
"The question about 
smoking and health is still 
a question" @cc. 1, 
1970) 

Yes 

Yes 

Yes 

congrcssiona~ttstimony); 1506 n. 1 1 
(listing among "alleged" RAs under 
scheme to defraud re adverse heatth 
effects); 1558 (noting &at defeodants 
cwtest mailing but citinn as RA 
involving co&ndence). 
7226 (wravhrasinn work of committee 
of fawyeffi k+-g discussion of 
possible witness for congrissional 
testimony); 1506 n l  l (listing among 
"alleged" RAs under scheme to defraud 
re adverse health effects); 1558 (noting 
that defendants contest mailing but citing 
as RA involving comspondence). 
7 167 (paraphmsii article); fl718-21 
(describing generally); 1506 n.11 (listing 
among "alk3ed" R& unda scheme to - 
de6aud re adverse health dfmts); 1554 
(noting defense stipulation r q p i h g  
mailing); 1560 (listing and holding that 
all cigarette company defendants liable 
for mailings caused by TI or CTR). 

7 168 (citing). I 
7 touted 14 1 (noting money &t spent defendants on research); publicly 1 142 

(citing amount quoted in this RA); T /  15 1 
(citing as  example of l7 public statement 
regarding smoking and health); 7 734 
(quoting and dacniing distribution of 
reprints to membas of Congress); 1506 
p. 1 l (listing among "alleged" RAs unda 
scheme to defraud re adverse health 
effects?, 1554 (noting defense Btipuletioa 
regardingmailing);156O(listlrgand . 
holdmg that all cigarcltc company 
defendants liable for mailings caused by 
TI or CTR). - 

1 738 @amphrasing and quoting); 1506 
n. 1 1 (listing among "alleged" RAs under 

Theunited States cites to 7 exhibits (US 21660, US 21618, US 21619, US 21622, US 21624, US 21626, US 21628). See DOJ FOF, section lV,fl79-81. Only two of these exhibits were admiffed into evidence: 
US 21660 and US 21628. 
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See United States' Notice of Filing Am. List of Admitted Exs. Pursuant to Order #1001, Dec. 1,2005 (Dk #5714). 

'O The United States cites US 21303 in their Findings of Fact for RA 43. See DOJ FOF, section N, fl154-6. This exhibia was not admitted into evidence; however. US 87985 was admitted into evidence. 

" This does not appearto be a press release; it is a UP1 news release purporting to quote, in patt. a TI spokesperson. See JD FOP. ch. 16 7 3 i5-6. 

A 1978 version of "Fact or Fancy." US 21466, was also admjncd and cited by thecourt in the Amended Opinion. See Am. Op. at 7754. 
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" Thc United States cites US 4835 1 in their F i d i s  of Fact for RA 36. See DOJ FOF, section IV, n133-5. This exhibit was not admitted into evihce; however, US 4998 was admitted into evidence; 
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Yes 
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Public opinion piece 
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defeudant (Apr.-Jun. 1988) 

Yes 

youth"). 
Yes Comm. 7 3023 (citing as example of price 
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p a  to youth scheme to dciiaud); 
1519 (citing as example of 
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Yes 

Yes 

ca& I& TI or CTR). 
- 

13284 ( k r i b h g  background and 
quoting); 1518 n l 7  (listiag among 

Comm 
Spcech 

youul'h'.). 
Yes Comm. 1 2979 (quoting and dcscnbingad); 1518 

Speech n l 7  (listing among ''alleged" RAs 

''alleged'' R4s to youth 
scheme to dehud). 
1 5 18 n 17 ( W i g  among "alleged" RAs 
pertaining to you* scheme to dchud); 
1519 (citing as example of 

pertaining yauth scheie to defraud); 
1519 (citing as example of 
advatisements that "appeal to and twct 

- 

- 

JO The United States cites US 21627 ("We Don't Advertise to C h i i W  U,S. News and World Rema Apr. 1984) in their F i d h g s  of Fact for RA 61. See DOJ FOF, section IV. m04-6. This exhibit was not 
admitted into evidence; however, US 76544 ("We Don't Advertise to Childrq" June 19, 1984) was admitted into evidence. The court cites to US 20644 in the Amended Opinion. See Am. Op. atlJ3284. 
US 20644 was not admitted into evidme. 

" The United States cites US 20823 ih heir Findings of Fact for RA 76. See DOJ FOF, section IV, m49-5 1. 'Ibis exhibit was not admitted into evideoce; howeva, US 76783 was admitted into widme. 

E ' 

The United States cites US 20822 in their Findings of Fact for RA 83. See DOJ FOF, section IV, ljp270-2. US 20822 was not admitted into evidence; however, a duplicate exhibit (US 76784) was admittad into 
evidence. [NB: The cow cites to US 20822 in her Amended Opinion (Am. Op. at 43023), but it is not listed on Order#1014.of admitted exhibits. See Order #I014 (Aug. 17.2006) @kt. # 5731).] 

E 

" The colllt cites to US 20854 in her Amended Opinion (Am. Op. at73023). but it is not listed on Order #lo14 of admitted exhiits. See Order #lo14 (Aug. 17,2006) (Dld. # 5731). 





l9 The wm cits to US 22354 in her Amended Opinion (Am. Op. at (3287), but it is not listed w Orda #I014 of admittad exhiiits. See Order #lo14 (Aug. 17,2006) (Dk # 573 1). 

a See United States' Notice of Filing Am. List of Admitted Exs. Pursuant to Order #I001 (Dec. I. 2005) (Dkt #5714). 

' I  The wut cites to US 22994 and US 76095 in her Ameaded Opinion (Am. Op. at P288), but neither exhibit is listed on Orda #lo14 of admitted exhibits. See Oda #lo14 (Aug. 17,2006) @kt. # 573 1). 

" See United States' Notice of Filing Am. List of Admitted Exs. Pursuant to Orda #I001 (Dec. 1,2005) (Dkt #5714). 

" Ibe United States cites US 21 717 intheir Findings of Fact for RA 97. See WJ FOF, section IV, f l3 12-4. The court also cites to US 2 17 17 in her Amended Opinion (Am. Op. at 1j2982). but it is not btcd on 
Orda #I014 of admitted exhibits. See Orda #I014 (Aug. 17,2006) (Dkt. #5731). This exhibit was not admitted into evidmce; however, US 76786 was admitted into aideye.  

The date of US 76786 (vwsion of exhibit admitted into evidence) is 1993, 

The court cites to US 21 979 and US 2 1982 in her Amended Opinion (Am. Op. at 1[2987), but neither exhibit is listed on Orda #lo14 of admitted &bits. See Order#1014 (Aug. 17.2006) (Dki. # 573 1). 

*The United States cites US 33060 in their Findings of Fact for UA 102. See WJ FOF, section IV, fl325-7. Thisexhibit was not admitted into evidence; however, US 76788 ('Wanna See a Show? Go Ahead. 
It's On Me"), one of the advertisements that makes up RA 102, was admined into evidence. The other advertisement that makes up RA 102, 'Take a Rockin' Road Trip," was not admitted into evidence, 
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I - 

I sripulation as to mailing for thie RA). 
0 ] ~3219(guotiug); 1518 al7(Lbthg 
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s c G e  to d&ud); 1515 (citing as 
example of advexthacnts t6al "appeal 
to and target youth'). 

E 

See United States' Notice of Filing Am. List of Admitted Exs. Pursuant to Order#1001 (Dffi. 1.2005) (Dkt. #5714). 

da 

" See United Stares' Notice of Filing Am List of Admitted Exs. Purmant to Order #lo01 (Dec. 1,2W5) (Dkt. #5714). 

'*See United States' Notice of Filing Am List of Admitted Exs. Pursuant to Order #lo01 (Dec. 1,2005) (Dlrt. #5714). 

1518n.17Oistingamong4'a~oged"~ 
pw&ining to youth scheme to a d ) ;  
1558 (finding this predicate ad 

Yes 

See United States' Notrceof Filing Am. List of Admitted Exs. Pursuant to Order #I001 (Dec. 1,2005) (Dkt. #5714). 

Comm. 
su-b 

traarrmined via thdwires). 
1 2W3 (citing); 15 18 n 17 (Wug among 
"allwed" RAs uextainina to youth 





sa See United States' Notice of Filing Am. List of Admitted Exs. Purmant to Order #I001 (Dm. 1.2005) @Id. #5714). 

'' US 86656 is identified by the DOJ as RA 144, howcvw, this exhibit does not coDtain the cited statanent. See DOJ FOF, section N. fi 450-52. It appears that thedocummi described as RA 144 is in h t  US 
76629. 

" US 87440 is identitied by the DOJ as RA 145, however, tbis exhibit does not contain the cited statement. See DOJ FOF, section IV, fl453-54. It is the section h m  Philip Moms' website discussing 'Y)ur 
Mission and Values"; RA 145 is the section h m  Philip Moms' website discusing "Philip Morris U.S.A. Marketing Policies." (no exhibit admitted into evidence). 

61 The United States describes RA 146 as having beea caused during June 2001; US 72410 is dated Jan. 16,2004. See DOJ FOF, section iV, m55-7. 





might be funded by NCI 

defendant and affiliated 1527 n. 19 (listing among "alleged" RAs 
unda scheme (o suppress evidence); 

"The cmut cites to US 20380 m her Ameaded Opiruon. See Am Op. at 11299 US 20380 has been admitted into evidence. 



(continued.. .) 

. " Theco~irt cites to US 20380 in her Amended Opinion. See Am. Op. at 71299. US 20380'has been admitted into evidence. 

66 Note that TI disputes that it in fact issued this press retease. ID-FOF, oh. 16,q 61. Judge Kcssler appears lo conclude otherwise, although she fails ta address the fact that publication was disputed by TI leading 
one to wonder whether she in fact considered the issue. See Am. Op. 7 28. 

67 See United Stares' Notice of Filing Am. List of Admit&d Exs. PwsuanI to Orda # 1001 (Dec. 1.2005) (Dkt. #5714). 
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69 see United Stats' Notice of Filing Am List of Admitted Exs. Pursuaat to Onier #I001 (Dcc. 1.2005) (Dkt. #5714) 
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(noting th defendants matcat mailing 
but citing as RA involving 
wmspondcncc). 

1554 (noting defense stipulation 
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counsel for certain outside cowe l  making q g d o n  re 
defendants (TJov. 20, 1979) joint defense funding of mearch); 1554 

(noting defense stiphtion mi 
mailing); 1560 fisting and holding that 
all cigarette company defendants Iisble 
for mailings by TI and a). 

'O See United States' Notice of F~ling Am. List of Admitted Exs. Pursuant io Onler#lOOl (Dec. 1,2005) (Dkt. #5714). 

71 Ths united States did not offer into evidence an h i i t  for RA 45. See DOJFOF, section IV, n160-2, JD FOF, ch. 16 1222-3. 






