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Court File No. CV-19-616779-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PROPOSED PLAN OF COMPROMISE OR
ARRANGEMENT OF ROTHMANS, BENSON & HEDGES INC.
Applicant

AFFIDAVIT OF MILENA TRENTADUE
(Sworn January 20, 2025)

I, Milena Trentadue, of the City of Toronto, in the Province of Ontario, MAKE

OATH AND SAY:

1. | am the Managing Director of Rothmans, Benson & Hedges IR&H" or the
“Applicant”). | have served in this capacity since February 1, 2024. | have been employed
with RBH, an affiliate of Philip Morris International Inc.RMI1 "), for over five years. Prior to
my appointment as Managing Director of RBH, | served as a Director of Commercial

Deployment for RBH from January 2019 to January 2024. Prior to joining RBH, | spent over

20 years in the consumer packaged goods industry.

2. | have personal knowledge of the matters to which | depose in this affidavit. Where |
do not possess personal knowledge, | have stated the source of my information and believe it

to be true.
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RBH

3. RBH and its predecessor corporations have been engaged in the business of the
production and sale of tobacco products in Canada for over 100 years. RBH is a Canadian
company that provides employment or consultant work and other benefits to numerous
Canadians, including suppliers of tobacco leaf used by RBH in its products. RBH sells its
products through retailers and wholesale distributors and uses the services of third parties for
logistics and other services, each of whom benefits from RBH’s continuing operations either

directly or indirectly.

4, Today, RBH is focused on bringing to market smoke-free alternatives to traditional
cigarettes. While addictive and not risk-free, these alternatives, such as heated tobacco
products and vaping products offer adult smokers potentially less harmful alternatives to

continuing to smoke cigarettes.

RBH’s CCAA Proceeding

5. RBH initiated thisCompanies’ Creditors Arrangement AtCCAA”) proceeding in
March 2019 in order to explore a potential global resolution of all pending tobacco-related

litigation against it in Canada.

6. The CCAA filing was made shortly after the Court of Appeal of Quebec issued its
judgment on March 1, 2019 (th®Uebec Appeal Judgmen) in respect of two class actions

in Quebec.

7. The Quebec Appeal Judgment largely upheld the judgment of Justice Riordan in

Létourneau c. JTI-MacDonald CorR015 QCCS 2382 (th&)uebec Judgmenit), which
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required RBH, Imperial Tobacco Canada Limiteinerial "), and JTI-Macdonald Corp.
(“JTIM ") to pay billions of dollars in damages and allocated responsibility for payment
among them. The Quebec Appeal Judgment is indexkdpesial Tobacco Canada Itée c.

Conseil québécois sur le tabac et la sa2@&19 QCCA 358.

8. Imperial, RBH, and JTIM have also faced (and continue to face) various other
tobacco-related claims. These include seven putative class actions in British Columbia,
Alberta, Saskatchewan, Manitoba, Ontario and Nova Scotia against each of Imperial,
RBH, and JTIM, which | understand are at different stages of early development. They

are vigorously contested by RBH.

9. The ongoing litigation also includes actions or claims asserted by all Canadian
Provinces and Territories seeking to recover hundreds of billions of dollars of health care
costs allegedly caused by Imperial’'s, RBH’s, and JTIM’s conduct. These claims, which |

understand are similarly in early stages of development, are also vigorously contested.

The Allocation Issue: Key Issue Throughout CCAA Proceedings

10.  As part of this CCAA proceeding, RBH has sought to find a resolution to all of the

litigation it faces, not just the Quebec Appeal Judgment.

11.  Since the three tobacco companies are co-defendants in the vast majority of the
litigation to be resolved, a key issue for RBH in these CCAA proceedings is how to allocate
responsibility for any payments to be made to creditors and contingent claimants among the
three tobacco companies in the context of a proposed aggregate settlement amount (the

“Allocation Issu€).
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12. RBH participated in a mediation process over the course of more than five years
with the court-appointed mediator. That process led to@@AA Plan” proposed by

the court-appointed mediator and the monitors. The mediation process is subject to the
Court’'s May 24, 2019 Court-Appointed Mediator Communication and Confidentiality

Protocol.

13.  Without disclosing the contents of the confidential mediation, | am advised by
Peter Luongo (who was the Managing Director of RBH at the time of the initial CCAA
filing) and Mindaugas Trumpaitis (who was the Managing Director of RBH after Mr.
Luongo), that the Allocation Issue has been a significant issue for RBH throughout these

CCAA proceedings.

14. RBH would also be content for this Court to consult the mediator about RBH’s

position on allocation throughout the mediation process.

15.  Outside the confidential mediation process, | am informed by Jamey Gage of
McCarthy Tétrault LLP, counsel to RBH, that RBH’s counsel made representations to
the Court that the Allocation Issue remained unresolved and should be settled or
determined for the purposes of any CCAA plan and its implementation, including at the

October 16, 2024, October 31, 2024 and December 23, 2024 court appearances.

16. While RBH has tried to resolve the Allocation Issue with Imperial and JTIM, there has
been as of yet no resolution. The proposed CCAA Plan states in section 5.2 that allocation

“remains unresolved.”
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Significant Unfairness to RBH Without Allocation

17.  Attached agxhibit “A” arecalculations of the portions that RBH would be required

to contribute of the Upfront Contribution, aggregate Annual Contributions and Global
Settlement Amount under the proposed CCAA Plan without an allocation. These calculations
were prepared using (i) information and projections in the proposed CCAA Plan; (ii)
information in reports filed by the Monitors; and (iii) financial projections prepared by RBH,
which | understand were provided to Ernst & Young, Inc. in its capacity as Monitor of RBH,
and used by the Monitor to calculate the projected aggregate Annual Contributions in the

proposed CCAA Plan.

18. | am advised by Mr. Gage that the Monitor made adjustments to the financial
projections of RBH and the other companies to estimate their net after-tax inébATd ).

Those estimates were in turn used in the Monitor’s calculation of the estimated Annual
Contributions set out in Section 16 of the proposed CCAA Plan. | understand that the
adjustments consisted of deducting Alternative Product income and expenses, interest income
and CCAA fees, and then accounting for tax. The RBH projections provided to the Monitor at
the time (as adjusted) indicated a total projected NATI for RBH of $1.955 billion between

2025 and 2028. There is an assumption reflected in the calculations in relation to RBH’s share
of the aggregate Annual Contributions that there will be no material change in each tobacco
company’s relative proportion of aggregate NATI over the entire Contribution Period
compared to the Monitor’s estimates for the first few years after plan implementation. |

believe that is a reasonable assumption since the tobacco companies are not allowed to engage

in meaningful marketing of tobacco products.
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The attached calculations in Exhibit “A” also set out:

the allocation of responsibility for the Upfront Contribution, aggregate

Annual Contributions and Global Settlement Amount, based on the allocation
of liability for compensatory damages among the tobacco companies that was
determined by Justice Riordan in the Quebec Judgment: 67% to Imperial,
20% to RBH, and 13% to JTIM (th€burt-Determined Allocation”), and

a comparison to the result if there is no allocation;

the allocation of responsibility for contributions based on the average annual
market share of the tobacco companies oveBtais class period (1950-1998) as
found by Justice Riordan in the Quebec Judgment: 50.38% for Imperial, 30.03%
for RBH, and 19.95% for JTIM (theHistoric Market Share”), and a comparison

to the result if there is no allocation; and

the allocation of responsibility for contributions based on the average market share
during the CCAA proceedings from March 2019 to December 2024: 36.8% for
RBH, 41.5% for Imperial and 21.7% for JTIMGUrrent Market Share”), and a
comparison to the result if there is no allocation. | understand that the Current
Market Share percentages come from data that Imperial, RBH and JTIM provide
to an independent third party identifying the volume of cigarettes shipped to

Canadian intermediaries each month.

Based on the attached calculations, if the CCAA Plan were implemented without an

allocation as between the Tobacco Companies, RBH would be required to contribute far more

towards the Global Settlement Amount than would be required under any reasonable
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allocation of responsibility. Such a CCAA Plan would effectively force RBH to subsidize
Imperial, JTIM and their affiliates by a significant amount compared to what RBH would pay
if responsibility were allocated in a reasonable viry.example, the calculations in Exhibit
“A” reflect that RBH would contribute approximately $6.923 billion more under the proposed
CCAA Plan without an allocation than it would be responsible to pay if the Court-Determined

Allocation were applied to the Global Settlement Amount.

21. Inthese circumstances, RBH is not presently in a position to consent to the

proposed CCAA Plan and opposes the sanction of it in its current form.

SWORN BEFORE ME over videoconferenc
this 20th day of January, 2025 in accordance
O. Reg. 431/20, Administering Oath
Declaration Remotely. The affiant was located
the City of Toronto, in the Province of Ontari MILENA TRENTADUE
and the commissioner was located in the City

Toronto, in the Province of Ontario.

A Commissioner for taking Affidavits, etc.
Meena Alnajar | LSO #89626N
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This isExhibit "A" referred to in the
Affidavit of Milena Trentadue
sworn before me January 20, 2025

A Commissioner for taking Affidavits (or as may be)
Meena Alnajar LSO No: 89626N
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Exhibit “A”
Calculations Related to RBH Contributions and Allocation

Background to Calculations

The proposed CCAA Plan, if approved, would require Imperial, RBH, and JTIM to
collectively pay $32.5 billion (theGlobal Settlement Amount) to various claimants.
This amount is divided between the following two principal forms of payment (leaving
aside potential tax refund payments, the timing and amount of which are uncertain):

(@) the “Upfront Contribution ”, which is estimated by the Monitor as at
December 31, 2024 to be $12.456 billion (according to section 16.1 of the
proposed CCAA Plan), comprised of the tobacco companies’ collective
accumulated cash-on-hand less $750 million of cash to be retained by the
tobacco companies for working capital (tfiRetained Casli); and

(b)  annual payments equal to a specified percentage of the tobacco companies’
net after-tax income NATI ") until the Global Settlement Amount is paid in
full (the “Annual Contributions”), estimated by the Monitor as at December
31, 2024 to total about $20 billion (according to section 16.1 of the proposed
CCAA Plan).

No Allocation

This section calculates the portion of the Global Settlement Amount that RBH would be
required to contribute under the proposed CCAA Plan without an allocation.

Upfront Contribution: If no allocation is applied then, pursuant to the proposed CCAA
Plan, RBH would contribute approximately 45.6% of the total Upfront Contribution, as
calculated below:

Table 1 Projected Cash Share (%)
December 2024
($ Billion)*
RBH $6.018 45.6%
Imperial $5.607 42.5%
JTIM $1.581 12.0%
Total $13.206 100%

1 Section 16.1 of the CCAA Plan, Note 2 and, with respect to the Cash Security Deposits posted by Imperial in the
amount of $758 million and by RBH in the amount of $226 million, see Pre-Filing Report of FTI Consulting Canada
Inc. as Proposed Monitor of Imperial dated March 12, 2019, at para. 49; Report of Ernst & Young Inc. as Proposed
Monitor of RBH dated March 22, 2019, at Appendix A.
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Section 16.1 of the proposed CCAA Plan allocates the Upfront Contribution principally
among the Provinces and Territories, the Quebec Class Action PlairQEaes’),
and the Pan-Canadian ClaimantB8¢Cs).?

The proposed CCAA Plan provides that the QCAPs are to receive $3.869 billion of the
Upfront Contribution. Without an allocation, RBH would contribute 45.6% of that
amount which is approximately $1.764 billion.

The proposed CCAA Plan also provides that the PCCs are to receive $1.750 billion and
the Provinces and Territories are to receive an estimated $6.202 billion, for a total of
$7.952 billion. Without an allocation, RBH would contribute 45.6% of that amount
which is approximately $3.626 billion.

Annual Contributions: If no allocation is applied then pursuant to the proposed CCAA
Plan, RBH would contribute approximately 38.e¥ihe Annual Contributions

assuming no material change in relative NATI compared to the forecasts over the
relevant payment period. That percentage is calculated as follows:

(@  The proposed CCAA Plan in Section 16.1 sets out a chart showing the
projected Annual Contributions in respect of years 2025-2029, which
according to Note 3, represents 85% of the estimated NATI based on
projections received from the three tobacco companies through to 2028 (and
with 2029 being based on the Monitor’'s assumption that the results after
2028 are replicated going forward). The chart shows the total amount to the
end of 2028 is $4.293 billion ($1.111 + $1.078 +$1.067 + $1.037), which is
85% of $5.051 billion ($4.293/85x100). That means the total estimated NATI
in the proposed CCAA Plan from 2025-2028, based on projections received
from the tobacco companies 35.051billion;

(b)  The financial projections provided by RBH to the Monitor indicated a total
projected NATI for RBH of $1.955 billion between 2025 and 2028 (applying
the same adjustments applied by the Monitor);

(© Therefore, RBH’s projected NATI from 2025-20288.7% of total
projected industry NATI for that period ($1.955/$5.051x100=38.7%).

Total Contributions: If no allocation is applied then, pursuant to the proposed CCAA
Plan, RBH would contribute an estimated 41 t8%the overall Global Settlement
Amount, calculated as follows:

€)) Upfront Contribution: as provided above, RBH contributes approximately
45.6% of the total $12.456 billiohwhich equals $5.680 billion;

2 Section 16.1 of the Proposed Plan provides that $11.821 billion of the total $12.456 billion Upfront Contribution will be
allocated to the QCAPs, Provinces and Territories and PCCs.

3 This represents the projected cash on hand plus security deposits as of December 2024 as set out in section 16.1 of the
Proposed Plan ($13.206 billion) less the total amount to be retained by the tobacco companies ($0.750 billion).
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(b)  Annual Contributions: as provided above, RBH contributes approximately
38.7% of the remaining $20.044 billion, which equals $7.757 billion;

(c) Total: Therefore, RBH'’s total contribution of approximately $13.437 billion
(the sum of the Upfront Contribution and Annual Contributions above) is
approximatelyt1.3% of the total settlement contribution of $32.5 billion
($13.437/$32.5x100).

Comparison to Court-Determined Allocation in the Quebec Judgmerit

The following charts show RBH'’s contribution requirements under the proposed CCAA Plan
without an allocation, relative to RBH’s share if the Court-Determined Allocation in the
Quebec Judgment is applied:

Upfront Contribution to the QCAPs: $3.869 billion

Table 2 Upfront Upfront Upfront Upfront Difference
Contribution, Contribution to | Contribution, Contribution to (billions)
no allocation QCAPs, no Court- QCAPs,

(%) allocation Determined Court-Determined
(billions) Allocation Allocation
(%) (billions)

RBH 45.6% $1.7€3 20% $0.77¢ $0.989

Imperial 42.5% $1.643 67% $2.59: ($0.949)

JTIM 12.0% $0.4¢€3 13% $0.50¢ ($0.04C)

Total 100% $3.66¢ 100% $3.86¢

Upfront Contribution to the PCCs and Provinces & Territories: $7.952 billion

Table 3 Upfront Upfront Upfront Upfront Difference

Contribution, Contribution, Contribution, Contribution,

no allocation no allocation Court- Court-Determined

(%) (billions) Determined Allocation

Allocation (%) | (billions)

RBH 45.6% $3.624 20% $1.5¢0 $2.033
Imperial 42.5% $3.27€ 67% $5.228 ($1.€51)
JTIM 12.0% $0.952 13% $1.03¢ ($0.0€2)
Total 100% $7.652 100% $7.952

4 For simplicity, the comparisons in this section do not include the portion of the Upfront Contribution and Annual

Contributions that the proposed CCAA Plan indicates will be distributed to, or on account of, the Cy-Prés Foundation,

the Tobacco Producers, tHaight Class Action Plaintiffs, the Miscellaneous Claims Fund, the CCAA Plan

Administration Reserve and PCC Compensation Plan Reserve which represent in aggregate $1.135 billion of the $32.5
billion Global Settlement Amount.
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Table 4 Overpayment by RBH to | Overpayment by RBH | Total Overpayment by RBH re
QCAP Upfront to PCC/Provinces/ Upfront Contribution (billions)
Contribution (billions) Territories Upfront
(Table 2) Contribution (billions)
(Table 3)
RBH $0.989 $2.033 $3.022
Annual Contributions
Table 5 Annual Annual Annual Annual Difference
Contributions, | Contributions, | Contributions, | Contributions,
no allocation no allocation Court- Court-
(%) (billions) Determined Determined
Allocation (%) | Allocation
(billions)
RBH 38.7% $7.757 20% $4.009 $3.748
Imperial/JTIM | 61.3% $12.287 80% $16.03E ($3.749
Total 100% $20.044 100% $20.044

Total Overpayment by RBH relative to Court-Determined Allocation

Table 6 Overpayment by RBH to | Overpayment by RBH | Total Overpayment by RBH
Upfront Payment (billions)| to Annual (billions)
(Table 4) Contributions (billions)
(Table 5)
RBH $3.022 $3.748 $6.770
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Comparison to Historic Market Share, Current Market Share and NATI Allocation®

The following chart shows RBH'’s contribution requirements under the proposed CCAA Plan
without an allocation, relative to allocations based on the Court-Determined Allocation,
Historic Market Share, Current Market Value and NATI:

Relative Allocation Calculations

Table 7 Court- Historic | Current
Determined | Market Market NATI ®
Allocation® | Share’ Sharée?

CCAA Plan
No Allocation

RBH Share (%) 20.0% 30.0% 36.8% 38.7% 45.6¥%
RBH Share (billion) $ 2491 $ 3.737| $ 4.1.83 $ 4.82¢ $ 5.68C
Upfront RBH Overpayment

Contribution | Compared to Court-

Allocation (billion)
RBH Share (%) 20.0% 30.0% 36.8% 38.7% 41.3%
RBH Share (billion) $ 6.50C| $ 9.75C| $11.%60 $12.578 $ 1342¢
Global
RBH Overpayment
Settlement Compared to Court-
Amount par d $ - $ 3.250| $ 5.460 $ 6.078 $ 6.923
($32.5) Determine

Allocation (billion)

5 The comparisons in this section include the entire Upfront Contribution and Global Settlement Amount.
6 Affidavit, para. 19(a).

7 Affidavit, para. 19(b).

8 Affidavit, para. 19(c).

9 Affidavit, para. 18.
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Statement of facts relied on:
INTRODUCTION AND SUMMARY OF CLAIM
1. Her Majesty in right of Alberta {Crown} brings this claim to recover its cost of health

services caused or contributed to by the Defendants’ breaches of common law,
equitable and statutory duties, and obligations owed to persons in Alberta who have
been, or might become, exposed to tobacco products (Breaches of Duty). The claim is
based on the statutory cause of action created in s. 42 of the Crown’s Right of Recovery
Act (Act), it is not a subrogated claim. Furthermore, the Crown claims joint and several
liability against the Defendants on the basis of s. 44 of the Act and the Defendants’
conspiratorial conduct.

2. In this claim, insured persons as defined in the Act, are referred to as Albertans. The
terms Tobacco Products, Tobacco-Related Diseases, Health Services and Exposure {and
their derivatives) are used in this claim as defined in the Act.

3. While committing the Breaches of Duty, the Defendants, and their predecessors,
parents, affiliates, and related companies, have, at various times, manufactured or
promoted cigarettes, and loose tobacco intended for incorporation into cigarettes, and
other Tobacco Products. During the same period, Tobacco Products were offered for
sale in Alberta.

4. The Breaches of Duty include:
{a) deliberately designing Tobacco Products to be highly addictive,

(b) deceiving Albertans by making misrepresentations minimizing the addictiveness
of Tobacco Products,

{c} failing and refusing to warn Albertans about the addictiveness of Tobacco
Products,

(d} deceiving Albertans by making misrepresentations minimizing the harm
associated with Exposure to Tobacco Products, including through second hand
smoke,

(e) failing and refusing to research, reveal and remedy the hazards connected with
Tobacce Products, and failing to warn Albertans about the harm associated with
Exposure to them, including with respect to second hand smoke,

(f) deceiving Albertans by making misrepresentations that light, low tar, mild and
filtered Tobacco Products are less harmful and pose less risk of Tobacco-Related
Diseases and addiction caused or contributed to by Exposure to Tobacco
Products, than Tobacco Products not described with those terms,
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(g} first falsely denying the health risks of Exposure to Tobacco Products, then
concocting and perpetuating a failacious controversy as to whether there was a
real health risk, and ultimately, deceptively minimizing the negative health
effects of Exposure to Tobacco Products, including through second hand smoke,
and

(h) targeting youth and adolescents with these misrepresentations and deceptions
knowing their particufar vulnerabilities.

Many Albertans have been and will be exposed to Tobacco Products. Albertans exposed
to Tobacco Products would not have been exposed to them were it not for these
Breaches of Duty.

Exposure to Tobacco Products causes and contributes to a number of Tobacco-Related
Diseases and the risk of Tobacco-Related Diseases in human beings.

The Crown has incurred billions of dollars of costs in providing Health Services to treat
and care for Albertans who suffer Tobacco-Related Diseases and who are at risk for
Tobacco-Related Diseases. The Crown will incur billions of dollars of costs in providing
Health Services to treat and care for Albertans who will, in the future, suffer Tobacco-
Related Diseases and who will be risk for Tobacco-Related Diseases.

The Defendants have jointly committed the Breaches of Duty and are jointly and
severally liable for the Crown’s cost of Health Services as provided in the Act. In
particular, the Defendants would, at common law, equity or by statute, be held to:

(a) have conspired or acted in concert with respect to the Breaches of Duty,
{b) be in relationships of principal and agent in respect of the Breaches of Duty, or

(c) be jointly or vicariously liable for the Breaches of Duty if damages would have
been awarded to a person who suffered as a consequence of them.

THE DEFENDANTS

9.

10.

11.

The Defendants are all Manufacturers within the meaning of the Act.

The Defendant, Altria Group, Inc., is a corporation registered in the state of Virginia in
the United States of America, with a registered office at 6601 West Broad Street in
Richmond, Virginia.

The Defendant, B.A.T. Industries p.l.c., is a company incorporated pursuant to the laws
of the United Kingdom, with a registered office located at Globe House, 4 Temple Place
in London, England.

{00524002 v1}



12.

13.

14.

15.

16.

17.

18,
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20.

21.
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The Defendant, British American Tobacco (Investments) Limited, is a company
incorporated pursuant to the laws of the United Kingdom, with a registered office
located at Globe House, 1 Water Street in London, England.

The Defendant, British American Tobacco p.l.c., is a company incorporated pursuant to
the laws of the United Kingdom, with a registered office located at Globe House, 4
Temple Place in London, England.

The Defendant, Canadian Tobacco Manufacturers Council (CTMC), is a company
incorporated pursuant to the laws of Canada, with an office at 1808 Sherbrooke St.
West, in Montreal and 6 Rue D’Angers, in Gatineau, Quebec.

The Defendant, Carreras Rothmans Limited., is a company incorporated pursuant to the
laws of the United Kingdom, with a registered office located at Globe House, 1 Water
Street in London, England.

The Defendant, Imperial Tobacco Canada Limited, is a company federally incorporated
pursuant to the laws of Canada. It has a head office located at 3711 Saint-Antoine
Street West in Montreal, Quebec. Imperial Tobacco Canada Limited is extra-provincially
registered in Alberta and carries on business in Alberta.

The Defendant, JTI-MacDonald Corp., is a company registered in Nova Scotia, with a
head office located at 1 Robert Speck Parkway, Suite 1601, in Mississauga, Ontario. JTI-
MacDonald Corp. is extra-provincially registered in Alberta and carries on business in
Alberta.

The Defendant, Philip Morris International, Inc., is a company incorporated pursuant to
the laws of Virginia, in the United States of America. [t has a head office located at 120
Park Avenue in New York, New York.

The Defendant, Philip Morris USA, Inc., is a company incorporated pursuant to the laws
of Virginia in the United States of America, with a registered office at 6601 West Broad
Street in Richmond, Virginia.

The Defendant, R.}. Reynolds Tobacco Company, is a company incorporated pursuant to
the laws of North Carolina in the United States of America, with a head office located at
401 North Main Street in Winston-Salem, North Carolina.

The Defendant, R.). Reynolds Tobacco International, Inc., is a company incorporated
pursuant to the laws of Delaware in the United States of America, with a registered
office in Dover, Delaware. Its principle place of business is Winston-Satlem, North
Carolina.

The Defendant, Rothmans, Benson & Hedges Inc., is a federally incorporated company
pursuant to the laws of Canada. it has a head office located at 1500 Don Mills Road in
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Toronto, Ontario. Rothmans, Benson & Hedges Inc. is extra-provincially registered in
Alberta and carries on business in Alberta.

The Defendant, Rothmans Inc., is a company incorporated pursuant to the laws of
Canada, with a registered office located at 1500 Don Mills Road in North York, Ontario.

Where this claim is served on Defendants outside Alberta, it will be served on the basis
that a real and substantial connection exists between Alberta and the facts on which it is
based. That connection arises from the following:

{(a} the claim is governed by the law of Alberta,

(b) the claim arises from breaches of duty owed to people in Alberta,
(c) some of the Defendants carry on business in Alberta,

{d) the situs of the cause of action is Alberta,

(e) the damages claimed occurred , and wiil occur, in Alberta, and

(f) the Defendants are all necessary or proper parties to the action.

The Defendant, Imperial Tobacco Canada Limited, is Canada’s biggest tobacco company.
It is a wholly owed subsidiary of the Defendant, British American Tobacco p.l.c.

Imperial Tobacco Company of Canada Limited (incorporated in 1912) changed its name
to Imasco Limited in 1970. At about the same time a portion of its tobacco business was
moved to its wholly owned subsidiary Imperial Tobacco Limited. In 2000 a majority of
the shares of Imasco Limited were sold to British American Tobacco (Canada) Limited,
which is wholly owned by British American Tobacco p.l.c., and which already held the
remaining shares of Imasco Limited. Imasco Limited and British American Tobacco
(Canada) Limited then amalgamated, along with Imperial Tobacco Limited, and the
company was renamed Imperial Tobacco Canada Limited.

The Defendant, B.A.T. Industries p.l.c., was formerly known as B.A.T. Industries Limited
and before that, Tobacco Securities Trust Limited.

The Defendant, British American Tobacco (Investmeﬁts) Limited, was formerly known as
British-American Tobacco Company Limited. It is also a wholly owned subsidiary of the
Defendant, British American Tobacco p.l.c.

Brown & Williamson Holdings, Inc. (formerly Brown & Williamson Tobacco Corporation)
is wholly owned by British American Tobacco p.l.c. In 2004, Brown & Williamson
Tobacco Corporation’s North American operations merged with Reynolds American, Inc.
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The Defendant, Rothmans, Benson & Hedges Inc., is Canada’s second largest tobacco
company. It was created through the amalgamation, in 1986, of Benson & Hedges
(Canada) Inc. {incorporated in 1934) and Rothmans of Pall Mall Limited {incorporated in
1960).

In 1985, Rothmans of Pall Mall Limited acquired a portion of the tobacco business of the
Defendant, Rothmans Inc. Prior to that, Rothmans Inc. was known as Rothmans of Pall
Mall Canada Limited (incorporated in 1956).

The Defendant, Rothmans, Benson & Hedges Inc., is owned directly or indirectly by the
Defendant, Philip Morris International, Inc.,, which has a 40% stake, and by the
Defendant, Rothmans Inc., which has a 60% stake.

The Defendant, Carreras Rothmans Limited., was a predecessor and amalgamating
company to the Defendant, Rothmans, Benson & Hedges Inc.

The Defendant, R.J. Reynolds Tobacco Company, is a wholly owned subsidiary of publicly
traded Reynolds American, Inc. 42% of Reynolds American, Inc. is owned by the Brown
& Williamson Holdings, Inc., which is wholly owned by the Defendant, British American
Tobacco p.l.c. Reynolds American, Inc. was also formerly known as R.J. Reynolds
Tobacco Company.

The Defendant, R.J. Reynolds Tobacco International, Inc., is a wholly owned subsidiary of
Reynolds American, inc.

The Defendant, JTI-MacDonald Corp., is Canada’s third largest tobacco company.

W.C. MacDonald Incorporated (incorporated in 1930} changed its name to MacDonald
Tobacco Inc. in 1957. It then became a wholly owned subsidiary of R.). Reynolds
Tobacco Company in 1973. In 1978 it was sold to, and became part of, RIR-MacDonald
Inc. which was a wholily owned subsidiary of RJR Nabisco Holdings Corp. When RJR-
MacDonald Inc. was sold to Japan Tobacco Inc. in 1999, it was renamed JTI-MacDonald
Corp.

The Defendant, Altria Group, Inc. was, until 2003, known as Philip Morris Companies,
Inc., which was incorporated in 1985. The Defendant, Philip Morris USA, Inc. (formerly
Philip Morris Incorporated), is a wholly owned subsidiary of the Defendant, Altria Group,
Inc.

Until 2008, the Defendant, Philip Morris International, Inc., was wholly owned by the
Defendant, Altria Group, Inc. It was spun off from the Defendant, Altria Group, in March
2008.

Most Tobacco Products currently sold, promoted and marketed in Alberta, are sold,
promoted and marketed by, or on behalf of, the following Defendants:
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(a) Imperial Tebacco Canada Limited,
(b) Rothmans, Benson & Hedges Inc., and
(c) JTI-MacDonald Corp.

The Defendant, Imperial Tobacco Canada Limited, previously or currently manufactures
and distributes the following brands of cigarettes in Alberta, among others: Cameo, du
Maurier, Hudson, Matinee, Medallion, Pall Mall, Peter Jackson, Player’s, Sweet Caporal
and Vogue.

The Defendant, Rothmans, Benson & Hedges Inc., previously or currently manufactures
and distributes the following brands of cigarettes in Alberta, among others: Accord,
Belmont, Belvedere, Benson & Hedges, Craven “A”, Dunhill, Mark Ten, Number 7,
Rothmans, Silk Cut and Viscount.

The Defendant, JTI-MacDonald Corp., previously or currently manufactures and
distributes the following brands of cigarettes in Alberta, among others: Export “A”,
MacDonald and Vantage.

All the Defendants, at various times, worked closely with affiliated and related
companies in groups, although those relationships changed over time. Certain
companies acted as [ead companies for the various groups. The Lead Companies were
organized as follows:

B.A.T. Group Lead : British American Tobacco p.l.c.

Companies
B.A.T. Industries p.l.c. (formerly

B.A.T. Industries Limited and prior
to that Tobacco Securities Trust
Limited)

British American Tobacco
(Investments} Limited {(formerly
British-American Tobacco
Company Limited)

- Rothmans  Group  Lead | Carreras Rothmans Limited

Companies
Rothmans Inc.

Rothmans, Benson & Hedges Inc.

RIR Group Lead Companies | R.J. Reynolds Tobacco Company

R.J. Reynolds Tobacco
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International, Inc.

Philip Morris Group Lead
Companies

Altria Group (formerly Philip
Morris Companies, Inc.)

Philip Morris USA, Inc. {formerly
Philip Morris Incorporated)

Philip Morris International, Inc.

The companies in each Group have, at various times, included:

B.A.T. Group

' British American Tobacco p.lc. |

B.A.T. industries p.l.c. (formerly
B.A.T. Industries Limited and prior
to that Tobacco Securities Trust
Limited)

British American Tobacco
{Investments) Limited (formerly
British-American Tobacco
Company Limited)

Imperial Tobacco Limited and
Imasco Limited (now Imperial
Tobacco Canada Limited)

Brown & Williamson Hoeldings, Inc.

(formerly Brown & Williamson
Tobacco corperation)

American Tobacco Company

Rothmans Group

Carreras Rothmans Limited
Rethmans Inc.
Rothmans, Benson & Hedges Inc.

Rothmans of Pall Mall Limited

84

{00524002 v1}



46,

47.

48.

49

50.

85
-11-

RIR Group R.J. Reynolds Tobacco Company

R.J. Reynolds Tobacco
International, Inc.

JTI-MacDonald Corp.

MacDonald Tobacco Inc.

Philip Morris Group Altria Group (formerly Philip
Morris Companies, Inc.)

Philip Morris USA, Inc. (formerly
Philip Morris Incorporated)

Philip Morris International, Inc.

Rothmans, Benson & Hedges Inc.

Benson & Hedges (Canada) Inc.

Each Group member was an agent for the Lead Companies of that group, with respect
to the Breaches of Duty and conspiracy described in this claim.

The Defendant, CTMC, was formed in 1969 out of a previously existing ad hoc
committee and was later incorporated in 1970. The inaugural members of CTMC
included Imperial Tobacco Canada Limited, MacDonald Tobacco Inc., Rothmans of Pall
Mall Canada Limited, Benson & Hedges (Canada) Limited.

CTMC’s current membership is made up of major Canadian cigarette manufacturers,
including the Defendants, Imperial Tobacco Canada Limited, Rothmans, Benson &
Hedges inc. and JTI-MacDonald Corp.

CTMC is the lobhying and trade association of the Canadian tobacco industry and is
engaged in: '

(a) the advancement of the interests of tobacco manufacturers,
(b} the promotion of Tobacco Products, and

(c) activities causing, directly or indirectly, other people to engage in the promotion
of Tobacco Products.

The Defendants, and their predecessors, parents, affiliates, and refated companies, have
in the past, or currently, including at the times of the Breaches of Duty:
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{a) caused, directly or indirectly, the production, assembly, or packaging of Tobacco
Products, including through arrangements with contractors, subcontractors,
licensees, franchisees or others,

(b) derived at least 10% of their revenues from the manufacture or promotion of
Tobacco Products by themselves, or by other persons,

(c} engaged in, or cause directly or indirectly, other perscns to engage in the
promation of Tobacco Products, or

(d) sold, promoted or marketed, directly or indirectly, Tobacco Products in Alberta
and are related to other Defendants who have done one of the things described
above.

TOBACCO-RELATED WRONGS COMMITTED BY THE DEFENDANTS

51.

52.

The Defendants’, and their predecessors’, parents’, affiliates’, and related companies’,
breaches of duty not to misrepresent or deceive, breaches of duty of care, breaches of
duty to warn, and breaches of the Competition and Fair Trading Acts, all of which are
described in the following paragraphs, constitute breaches of common law, and
equitable, and statutory duties and obligations, owed to people in Alberta who have
been Exposed, or might become Exposed, to Tobacco Products, and constitute Tobacco-
Related Wrongs within the meaning of the Act.

Breaches of Duty not to Misrepresent or Deceive

The Defendants, and their predecessors, parents, affiliates, and related companies,
owed a duty to Albertans, including those Exposed to Tobacco Products, not to make
misrepresentations, or to deceive them. The Defendants, and their predecessors,
parents, affiliates, and related companies, have made the following representations to
the public, including Albertans Exposed to Tobacco Products in various ways including
through second hand smoke:

(a) Tobacco Products are not addictive,
(b) there is no, or limited, evidence that Tobacco Products are addictive,

(c) they did not design or formulate Tobacco Products to maximize their
addictiveness,

{d) Exposure to Tobacco Products does not cause illness, disease or death,

(e) there is no, or limited, evidence that Exposure to Tobacco Products poses a risk
of causing illness, disease or death,
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(f) Exposure to Tobacco Products poses only a minimal risk of causing illness,
disease or death,

(g) illness, disease and death commonly thought to be caused by Exposure to

Tobacco Products are actually caused by environmental or genetic factors,

(h) quitting smoking is easy and smoking Tobacco Products is only a matter of habit
or custom,

(i) light, low tar, mild and filtered Tobacco Products are less harmful and pose less
risk of causing Tobacco-Related Diseases and addiction than Tobacco Products
not described with those terms,

i Exposure to Tobacco Products is consistent with good health, and

(k) smoking cigarettes, and use of other Tobacco Products, is sophisticated,
attractive, rebellious, and otherwise desirable,

knowing them to be false, with the intention that the public rely on them, and with the
resuft that many Albertans were Exposed to Tobacco Products, and suffered Tobacco-
Related Diseases as a consequence. The Defendants thereby breached their duty to
Albertans.

Furthermore, the Defendants, and their predecessors, parents, affiliates, and related
companies, hid facts inconsistent with the misrepresentations described above,
suppressed research into these issues, and discouraged the expression of contrary
views, in order to prevent the inaccuracy of their representations from becoming known
by the public. The Defendants thereby further breached their duty to Albertans.

Breach of Duty of Care
Tobacco Products are dangerous because, even when used as intended, they:
(a) are highly addictive,

{b) deliver harmful and addictive substances, like nicotine and other toxic chemicals
found in tobacco, commonly referred to as tar, to the organs and tissues of
those Exposed to them,

(c) cause Tobacco-Related Diseases,
(d) significantly increase the risk of Tobacco-Related Diseases,
(e) exacerbate other illnesses and diseases, and

(f) are deleterious to human health.
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The Defendants, and their predecessors, parents, affiliates, and related companies,
owed, and continue to owe, a duty of care to Albertans, including those Exposed to
Tobacco Products in various ways, including through second hand smoke, and have
breached that duty. Particulars of their breaches of duty of care include:

(a)

(b)

(c)

{d)

(e)

(f)

adding substances, and designing their products, to ease, intensify, and amplify
the absorption of the nicotine in Tobacco Products by the organs and tissues of
those who are Exposed to them,

designing, manufacturing and promoting Tobacco Products with filters and with
descriptions such as light, low tar, mild and fiitered, all of which give the
appearance of being less harmful and addictive than Tobacco Products not
described with those terms, when such Tobacco Products are not safer than
other Tobacco Products,

designing, formulating, and manufacturing Tobacco Products to maximize their
addictiveness,

designing, formulating, and manufacturing Tobacco Products to maximize their
inhalability, which increases and reinforces their addictiveness and makes them
more dangerous,

targeting youth and adolescents with the misrepresentations described in
paragraph 52 knowing that:

{i) they are more susceptible to such misrepresentations than adults;

(ii) most youth and adolescents who smoke cigarettes and use other
Tobacco Products become addicted to nicotine,

(i) the onset of addiction in youth and adolescence leads to stronger and
longer lasting addiction, which in turn leads to greater Tobacco-Related
Disease and associated harm, and

{iv) people who do not begin smoking cigarettes in their teenage years tend
never to take up smoking,

{(v) cigarette and other Tobacco-Product advertising increases smoking and
other Tobacco Product use among youth and adolescents to a greater
extent than with adults.

failing to research the health effects of their Tobacco Products until the publicity
generated by public health researchers prompted such product research and
ostensibly health-oriented product innovations,
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combating and interfering with public health authorities” efforts and messages in
order to [imit the reduction in sales of Tobacco Products that might result from
them,

designing and carrying out public relations and advertising campaigns tailored to
falsely minimize the health risk associated with Exposure to Tobacco Products,
particularly with respect to those who are addicted, knowing such people are
more susceptible to such a message because of their addiction,

failing to fully and promptly share information they obtained regarding the
addictiveness of Tobacco Products and the health effects associated with
Exposure to them,

failing to design and manufacture Tobacco Products in a way that would
minimize their addictiveness and the other dangers associated with them, and

generally failing to take all reasonable steps to reduce the risk of Tobacco-
Related Diseases associated with Exposure to their Tobacco Products and to
reduce the addictiveness of them.

Alternatively, the Defendants, and their predecessors, parents, affiliates, and related
companies, were reckless and wilfully blind to the truth with respect to the
misrepresentations described in paragraph 52 and took no, or only token, steps to verify
the truth of the representations they were making. The Defendants thereby further
breached their duty of care to Albertans.

Breach Of Duty To Warn

The Defendants, and their predecessors, parents, affiliates and related companies, know
and have known (or should have known) since at least the early 1950s, that:

(a)
(b)
(c)

(e)

Tobacco Products are highly addictive,
there is extensive, credible evidence that Tobacco Products are addictive,

Exposure to Tobacco Products, including through second hand smoke, causes
illness, disease or death,

there is extensive, credible evidence that Exposure to Tobacco Products,
including through second hand smoke, poses a risk of causing iflness, disease or
death,

Exposure to Tobacco Products, including through second hand smoke,
significantly increases the risk of illness, disease and death,
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(f) illness, disease and death commonly thought to be caused by Exposure to
Tobacco Products is actually caused by Exposure to Tobacco Products, not by
environmental or genetic factors,

(g) quitting smoking cigarettes is very difficult, and even more so for those who
started smoking before adulthood,

(h) light, low tar, mild and filtered Tobacco Products are no less harmful and pose as
much risk of Tobacco-Related Diseases and addiction as Tobacco Products not
described with those terms, and

{i) Exposure to Tobacco Products is deleterious to heaith.

As purveyors of dangerous products, the Defendants, and their predecessors, parents,
affiliates, and related companies, had a duty to warn the public, including Albertans
Exposed to Tobacco Products, of these facts and failed to do so in any way prior to 1972,
and in an inadequate and ineffective way since then.

Even to the extent the Defendants, and their predecessors, parents, affiliates, and
related companies, incorporated package warnings after 1972, they undermined those
warnings by continuing to make the misrepresentations described in this claim,
designing the warnings to blend into the surrounding packaging and otherwise be less
effective, and purporting to warn against doing the very things which those products
were designed for, like inhaling. They thereby further breached their duty to warn.

Deceptive Marketing Practices - Competition Act (Canada)

The Defendants, and their predecessors, parents, affiliates, and related companies,
have, for the purpose of promoting, directly or indirectly, the supply or use of their
Tobacco Products, made representations and warranties to the public, including
Albertans, that are false and misleading in a material respect, as described in paragraph
52, and have concealed knowledge such as that described in paragraph 57.

in doing so, the Defendants, and their predecessors, parents, affiliates and related
companies, have made representations to the public with respect to the performance,
efficacy, safety, and suitability for their intended purpose, of Tobacco Products as
described in paragraph 52, that are not based on adequate and proper tests, and in
some cases were based on deliberately flawed tests.

The Defendants, and their predecessors, parents, affiliates, and related companies,
have, for the purpose of promoting, directly or indirectly, the supply or use of their
Tobacco Products, made representations to the public that tests have been made as to
the performance or efficacy of their Tobacco Products, without being able to establish
that:
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(a) such representations were previously made or published by the person by whom
the test was made, and

{b) the representations accorded with the representation previously made,
published or approved.

The Defendants, and their predecessors, parents, affiliates, and related companies, have
breached their statutory duties, as imposed by the Competition Act as well as its
predecessor, the Combines Investigation Act, by doing the things described here.

Unfair Trading Practices - Fair Trading Act (Alberta)

The Defendants’, and their predecessors’, parents’, affiliates’ and related companies’,
misrepresentations and faiture to warn of the dangers of Tobacco Products described in
this claim were calculated to, and did, exert undue pressure and influence on Albertans,
particularly children and adolescents, to use Tobacco Products.

The Defendants, and their predecessors, parents, affiliates, and related companies, used
language in the promotion of Tobacco Products that was calculated to obfuscate the
dangers and addictiveness of Tobacco Products. As a result, some Albertans were
unable to understand the character and nature of the risks and addictiveness associated
with Tobacco Products and the harmiul effects associated with Exposure to them.

The Defendants, and their predecessors, parents, affiliates, and related companies,
exaggerated the uncertainty with respect to the dangers of Tobacco Products, implied
they were not dangerous or addictive, and sowed doubt and ambiguity with respect to
the nature and extent of the risks associated with Tobacco Products and their
addictiveness, while concealing knowledge such as that described in paragraph 57.

The Defendants, and their predecessors, parents, affiliates, and related companies,
engaged in a campaign calculated to interfere with and undermine the public health
community’s research into, and public pronouncements on, the addictiveness and
health effects associated with Exposure to Tobacco Products.

The Defendants, and their predecessors, parents, affiliates, and related companies,
promoted and supplied Tobacco Products that were used by Albertans knowing that the
consumers of those products would be unable to receive any reasonable benefit from
them.

The Defendants’, and their predecessors’, parents’, affiliates’, and related companies’,
misrepresentations, described in paragraph 52, did, or alternatively, might reasonably
be expected to, deceive and mislead consumers of Tobacco Products.

Consumers of Tobacco Products did, or in the alternative, were likely to, rely on the
misrepresentations and opinions described in paragraph 52, to the consumer’s
disadvantage, as described in this claim.
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The Defendants’, and their predecessors’, parents’, affiliates’, and related companies’,
misrepresentations described in paragraph 52, attribute certain characteristics and
benefits to Tobacco Products which they do not have.

The Defendants’, and their predecessors’, parents’, affiliates’, and related companies’,
misrepresentations described in paragraph 52, constitute representations that their
Tobacco Products are of a particuiar standard and quality, which they are not.

The Defendants’, and their predecessors’, parents’, affiliates’, and related companies’,
misrepresentations described in paragraph 52, about the performance, and capability of
their Tobacco Products:

(a) were not based on adequate and proper independent testing done before the
representation was made,

(b) were not based on testing that substantiates the claims, and
{c) did not accurately and fairly reflect the results of any testing that was done.

The Defendants’, and their predecessors’, parents’, affiliates’, and related companies’,
misrepresentations described in paragraph 52, were made directly and also appeared in
objective formats, including editorials, documentaries and scientific reports (without
any statement to the effect that they were advertisements or promotions) when the
misrepresentations were primarily made to sell Tobacco Products.

The Defendants, and their predecessors, parents, affiliates, and related companies, are
suppliers within the meaning of the Fair Trading Act. They have breached their statutory
duties, as imposed by the Fair Trading Act and its predecessor the Unfair Trade Practices
Act, by doing the things described here.

Conspiracy - Generally

The Defendants, and their predecessors, parents, affiliates, and related companies,
conspired among themselves {the Conspiracy) by agreeing to and, in concert with a
common design, jointly breaching the duties described in this claim as constituting
Tobacco-Related Wrongs. In particular, they did the following unlawful things:

(a) prevented the public from learning that:
(i} Tobacco Products are highly, and deliberately, addictive,

(i1) youth and adolescents are particularly susceptible to addiction to
Tobacco Products,

{iii) Exposure to Tobacco Products, directly and in the form of second hand
smoke, causes iliness, disease and death, and
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{iv) addiction to Tobacco Products is a substantial contributing factor in
causing Tobacco-Related Diseases,

created and perpetuate the myths that:
(i) Tobacco Products are not addictive,
(ii) there is no, or limited, evidence that Tobacco Products are addictive,

(iii} Exposure to Tobacco Products, directly and in the form of second hand
smoke, poses only a minimal risk of causing illness, disease or death,

{iv) there is no, or limited, evidence that Exposure to Tobacco Products,
directly and in the form of second hand smoke, poses a risk of causing
iliness, disease or death,

(v) iliness, disease and death commonly thought to be caused by Exposure to
Tobacco Products are actually caused by environmental or genetic
factors,

(vi} quitting smoking cigarettes is easy and smoking is only a matter of habit
or custom,

{vii)  light, low tar, mild and filtered Tobacco Products are less harmful and
pose less risk of causing Tobacco-Related Diseases and addiction than
Tobacco Product not described with those terms, and

(viii)  Exposure to Tobacco Products is consistent with good health,
designed or formulated Tobacco Products to maximize their addictiveness,

created a false belief among the public that the tobacco industry was absolutely
committed to good health in order to allay the public’s concerns about smoking
and health, reassure cigarette smokers, and provide them with an effective
rationale for continuing to smoke,

destroyed documents that implicate them in wrongdoing, including the Tobacco-
Related Wrongs described in this claim, for the purpose of hiding those wrongs
and reducing the likelihood of successful litigation against them,

knowing and intending the result of the Conspiracy would be that many Albertans were
Exposed to Tobacco Products, and suffered Tobacco-Related Diseases. They conspired
also knowing that, as a result, the Crown would incur costs in treating and caring for
those Albertans, all of which occurred.
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The Defendants, and their predecessors, parents, affiliates, and related companies,
through committees, meetings and various communications, all involving senior
employees, officers and directors, coordinated policies and systems to achieve the
objectives described in paragraph 76. Some of them also determined and directed the
position others would, and did, advance on their own and within the CTMC and Tobacco
Institute, Inc. (TI}, in order to achieve their common purpose and design.

Tl was incorporated in New York in 1958 as a Domestic Not-for-Profit Corporation, and
was dissolved in 2000. Tl, was a manufacturers’ association comprised of tobacco
industry companies, including the Defendants, and their predecessors, parents,
affiliates, and related companies. Tl was actively involved in disseminating
misinformation on behalf of the tobacco industry, including the Defendants, and their
predecessors, parents, affiliates, and related companies. Its principal place of business
was Washington DC, USA, but its public relations and advertising material was received
by the public throughout North America in the form of television, newspaper, magazine
and other advertising. Tl spent hundreds of millions of dollars over its 42 years of
operation, most of which came in the form of contributions from the tobacco industry,
including the Defendants, and their predecessors, parents, affiliates, and related
companies, particularly, Philip Morris USA, Inc. and R.J. Reynolds Tobacco Company.

The meetings, communications and other acts in furtherance of the Conspiracy occurred
in Canada and other places around the world.

Some particulars of the manner in which the Conspiracy was entered into or continued,
and of the breaches of duty committed in furtherance of the Conspiracy, are described
below. Further details are unknown to the Crown, but within the knowledge of the
Defendants.

Particulars of Conspiracy - Internationally

The Conspiracy began secretly in 1953 and early 1954 in a series of meetings and
communications among the following, and others: Philip Morris Incorporated, R.J.
Reynolds Tobacco Company, Brown & Williamson Tobacco Corporation {in its own
capacity and as agent for British-American Tobacco Company Limited), American
Tobacco Company and the industry created and jointly funded Tobacco Industry
Research Committee (TIRC), which was renamed the Council for Tobacco Research {CTR)
in 1964. The TIRC and CTR were comprised of representatives from the agents, parents,
predecessors and affiliates of the Defendants, among others. Through the course of
these meetings and communications, the participants agreed they and their principals,
parents, affiliates, related companies and successors would:

(a) refrain from seeking a competitive advantage over each other by inferring their
cigarettes were less risky than others,
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jointly disseminate false and misleading information in the United States, Canada
and elsewhere regarding the risks of smoking cigarettes, including publication of

their:

(i)

(ii)
(iii)

(iv)

Frank Statement to Cigarette Smokers published in 448 newspapers
throughout the United States on 4 January 1954, with 205 000 copies
sent to about 176 800 doctors around the United States, and another
1 400 to various radio stations,

Pamphlet Smoke Without Fear published in 1954,

White Paper entitled A Scientific Perspective on the Cigarette Controversy
published in April 1954, and

Tobacco and Health Newsletter first published by TIRC in October 1957,
reaching a circulation of 520 000 by 1962,

all of which asserted cigarette smoking was not a proven cause of lung cancer,

make no statement or admission that smoking cigarettes caused disease,

suppress or conceal research regarding the risks of smoking cigarettes, and

orchestrate a public relations campaign on smoking and health issues with the
object of:

(i)

(i)

(iii}
(iv)

promoting cigarettes,

protecting cigarettes from governmental restrictions and attack based on
health risks,

reassuring the public that smoking cigarettes was not hazardous, and

fomenting false doubt and controversy around the medical science
concerning cigarettes and the health effects of smoking.

The first of the meetings referenced in paragraph 81 occurred on 14 December 1953 at
the Plaza Hotel in New York, NY, USA. The TIRC was formally created at a continuation of
that meeting on 18 December 1953.

The Conspiracy was continued through secret committees, conferences and meetings

involving senior personnel and through written and oral directives.

A structure emerged whereby the following companies took the lead in the Conspiracy
on behalf of all of the major tobacco manufacturers in North America, as well as many in

{00524002 v1}




85.

86.

87.

96
-22-

Europe, including some or all of the Defendants, and their predecessors, parents,
affiliates, and related companies:

(a) British American Tobacco p.l.c,,

(b) B.A.T. Industries Limited (now B.A.T. Industries p.l.c.},

{c) British-American Tobacco Company Limited (now British American Tobacco
(Investments) Limited),

(d) Carreras Rothmans Limited (now Rothmans, Benson & Hedges Inc.),
{e) Rothmans Inc,,
(f) Rothmans, Benson & Hedges Inc.,

() R.). Reynolds Tobacco Company,

(h) R.J. Reynolds Tobacco International, Inc.,,

(i) Philip Marris Companies Inc. {now Altria Group, inc.},

{j) Philip Morris Incorporated (now Philip Morris USA, Inc.), and
(k) Philip Morris International, Inc.

These are the Lead Companies described in paragraph 44.

Between late 1953 and the early 1960s, the Lead Companies formed or joined several
research organizations including the TIRC and the CTR, the Centre for Cooperation in
Scientific Research Relative to Tobacco (CORESTA), Tl, the Tobacco Industry Research
Commission, which subsequently became the Tobacco Research Council (TRC) and in
the United Kingdom, the Tobacco Manufacturers’ Standing Committee (TMSC).

The Lead Companies publicly misrepresented that they, or their affiliated and related
companies, along with TIRC, CTR, CORESTA, TI, TRC, TMSC and similar organizations,
would objectively conduct research and gather data concerning the link between
smoking cigarettes and disease, and would publicize the results of this research
throughout the world, even though they had no intention of doing so.

In reality, the Lead Companies used TIRC, CTR, CORESTA, TI, TRC, TMSC and similar
organizations, as fora and contrivances to conspire and to further the Conspiracy, to
suppress, conceal, and distort the research and to publicize misleading information to
undermine awareness of the truth about the link between smoking cigarettes and
disease. The Defendants, and their predecessors, parents, affiliates, and related
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companies, intended to mislead the public into believing that there was a real medical
or scientific controversy about whether smoking caused addiction and disease.

Tobacco industry documents refer to this campaign of misinformation as a holding
Strategy. It was intended to capitalize on smokers’ addiction by creating a psychological
crutch and self-rationale to continue smoking cigarettes.

In 1963 and 1964, the Lead Companies agreed to coordinate their research with
research conducted by TIRC in North America, for the purpose of suppressing any
findings that might indicate cigarettes were a harmful and dangerous product.

In April and September 1963, the Lead Companies agreed to develop a public relations
campaign to counter a Royal College of Physicians Report in England, a then
forthcoming Surgeon General's Report in the United States and a report of the Canadian
Medical Association, for the purpose of misleading smokers that their health would not
be endangered by smoking cigarettes and to otherwise advance their conspiratorial
aims.

In September 1963 in New York, the Lead Companies agreed they would not issue
warnings about the link between smoking cigarettes and disease unless and until they
were forced to do so by government action, and even then would do so only to the
extent absolutely required. As a result, over time, the Defendants, and their
predecessors, parents, affiliates, and related companies, lobbied against clear and
emphatic warnings, and designed their products and marketing to avoid or minimize the
impact of smoking and advertising restrictions.

The Lead Companies further agreed they would continue to suppress and conceal
information concerning the harmful effects of cigarettes.

In the early 1970s, the Lead Companies and some or all of the Defendants, and their
predecessors, parents, affiliates, and related companies, and others, began to combine
their resources and coordinate their activities, specifically with respect to second hand
smoke. In 1975, they formed the first of several committees to specifically address
second hand smoke. Although they claimed the committees were formed to conduct
sound science regarding the emerging issue of second hand smoke, their actual purpose
was to fund projects that would counter the public's growing concern regarding the
harmful effects of second hand smoke, despite their knowledge of these harmful
effects. The committees formed in 1975 and their various successors, including the
Committee for Indoor Air Research founded in 1987, carried out their mandate of
challenging the growing scientific consensus regarding second hand smoke by:

(a) coordinating and funding efforts to generate dubious evidence to support the
false notion that there remained an open controversy as to the health
implications of second hand smoke,
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{b) leading the attack on government and public health community efforts to make
known the evidence linking second hand smoke to disease and to generally
reduce the number of anti-smoking advertisements, and

(c) acting as a front organization for directing tobacco industry funds to research
projects so that the various committees appeared to be independent
organizations and the role of the tobacco industry was hidden.

By the mid-1970s, the Lead Companies, and some or all of the Defendants, and their
predecessors, parents, affiliates, and related companies, decided that an increased
international misinformation campaign was required to mislead smokers and potential
smokers in order to protect the interests of the tobacco industry, because of fear that
any admissions to the [ink between smoking cigarettes (and second hand smoke) and
disease could lead to a domino effect to the detriment of the industry around the world.

As a result, on 2 and 3 June 1977, the Lead Companies, and some or all of the
Defendants, and their predecessors, parents, affiliates, and related companies, met at
Shockerwick House near Bath, England to establish Operation Berkshire and the
International Committee on Smoking Issues {ICOSI} which was to serve as the forum and
agent for its planning and implementation. Operation Berkshire was aimed at Canada
and other major markets, to further advance their campaign of misinformation and to
promote cigarette smoking. Operation Berkshire was lead by the Philip Morris Lead
Companies, Rothmans Lead Companies and B.A.T. Lead Companies, along with some or
all of the other Defendants, and their predecessors, parents, affiliates, and related
companies.

Various meetings among some or all of the Lead Companies, the Defendants, their
predecessors, parents, affiliates, and related companies, and ICOSI, or subsets thereof,
took place, including: 21 and 22 July 1977, 11 and 12 November 1977 at Brillancourt,
Lausanne, Switzerland; and 2 and 3 May 1979 at Zurich, Switzerland.

Through 1COSI, the Defendants, and their predecessors, parents, affiliates and related
companies, resisted attempts by governments to require adequate warnings about
smoking cigarettes (and second hand smoke) and disease, and agreed to and did:

(a) jointly disseminate false and misleading information regarding the risks of
smoking and second hand smoke,

(b} make no statement or admission that smoking and second hand smoke cause
disease,

(c) suppress research regarding the risks of smoking and second hand smoke,
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(d} not compete with each other by making health claims with respect to their
cigarettes, and thereby avoided direct or indirect admissions about the risks of
smoking and second hand smoke, and

(e) participate in a public relations program on smoking and health issues with the
object of promoting cigarettes, protecting cigarettes from attack based upon
health risks, and reassuring smokers, the public and governments, that smoking
was not hazardous.

In and after 1977, the members of ICOSI, including each of the Lead Companies, as well -
as the Defendants, and their predecessors, parents, affiliates and related companies,
agreed orally and in writing 1o, and did, ensure that:

(a) they would act in accordance with the ICOSI position on cigarette smoking {and
second hand smoke) and health, including the decision to mislead the public
about the link between smoking and disease,

(b) initiatives pursuant to the ICOSI positions would be carried out, whenever
possible, by national associations of cigarette manufacturers (NMAs} including TI
and, in Canada, CTMC, to ensure compliance in the various tobacco markets
world wide,

(c) when it was not possible for NMAs to carry out ICOS!'s initiatives, they would be
carried out by themselves, and

{d) they would, when required, suspend or subvert their local or national interests in
order to assist in the preservation and growth of the tobacco industry as a
whole.

In 1981, ICOSI was renamed the International Tobacco Information Centre/Centre
International d'Information du Tabac - INFOTAB (INFOTAB). In or before 1992, INFOTAB
changed its name to the Tobacco Documentation Centre (TDC) (ICOSI, INFOTAB and TDC
are referred to collectively as ICOSI Organization).

At all times, the policies of ICOSI Organization were identical to the policies of the
NMAs, including Tt and CTMC, and were presented as the policies and positions of the
NMAs and their member companies so as to conceal from the public and from
governments, the existence of the Conspiracy.

The Lead Companies and the Defendants, and their predecessors, parents, affiliates and
related companies, at all times acted to ensure that those associated with ICOSI
Organization complied with, and did not deviate from, the official ICOS!I Organization
position on the adverse health effects of smoking cigarettes.

In addition to the foregoing, the Defendants, and their predecessors, parents, affiliates,
and related companies, denied that second hand smoke caused or contributed to
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Tobacco-Related Disease, even though they knew that not to be the case since at least
as early as 1970. They thereby furthered the Conspiracy.

Since at least as early as the early 1950s, the Defendants, and their predecessors,
parents, affiliates, and related companies, systematically culled their documents,
particularly those relating to research and development, in order to eliminate or hide
evidence that they knew Tobacco Products caused Tobacco-Related Diseases and that
they were conspiring as described in this claim. These efforts were the result of
anticipated litigation against them. In Canada, various meetings and communications
address these issues. For example, at a meeting of some of the Defendants, and their
predecessors, parents, affiliates, and related companies on 21 and 22 June 1990, hosted
by Imperial Tobacco Canada, it was agreed that a document retention policy would be
adopted that would require the destruction of research and development
documentation generated by, or in the possession of, some of the Defendants, and their
predecessors, parents, affiliates, and related companies, particularly those affiliated
with, or related to, the B.A.T. Lead Companies and RIR Lead Companies, after they had
been retained for 5 years. It was also agreed the destruction of documents which had
already been retained for more than 5 years would take place in September 1990. As a
result of those agreements, many documents relating to research and development
were destroyed, including those relating to:

(a) mouse skin painting experiments inquiring into the carcinogenic properties of
nicotine,

(b) smoke inhalability,
(c) mutagenic activity of cigarette tobacco,
(d) retention of smoke components in the human respiratory system,
(e) properties of nicotine, and
{f) toxicity of various cigarette additives.
Particulars Of Conspiracy - Inter-provincially throughout Canada
The Conspiracy described above was continued in Canada when:

(a) the language and message of the Frank Statement to Cigarette Smokers,
referenced in paragraph 81(b){i}, was disseminated in Canada, by some or ail of
the Defendants, particularly Imperial Tobacco Canada Limited, and their
predecessars, parents, affiliates, and related companies, including to the Deputy
Minister of Health for Canada in January 1954,

(b} in or about 1962, some or all of the Defendants, and their predecessors, parents,
affiliates, and related companies, agreed not to compete with each other in
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Canada by making health claims with respect to their cigarettes so as to avoid
any admission, directly or indirectly, concerning the risks of smoking cigarettes,

(c) in or about 1962, some or all of the Defendants, particularly Imperial Tobacco
Canada Limited, and their predecessors, parents, affiliates, and related
companies, agreed not to make reference to tar, nicotine or other smoke
constituents with similar connotations, in advertising, packaging and other
documentation and communication designed for public use, in order to
obfuscate the health risks associated with cigarettes,

{d) in 1963, some or all of the Pefendants, and their predecessors, parents,
affiliates, and related companies, misrepresented to the Canadian Medical
Association that there was no causal connection between smoking cigarettes
and disease,

{e) in or about 1963, some or all of the Defendants, and their predecessors, parents,
affiliates, and related companies, formed the Ad Hoc Committee on Smoking and
Health {renamed the CTMC in 1969, and then incorporated in 1970} in order to
maintain a united front on cigarette smoking and health issues, and

f in or about 1969, some or all of the Defendants, and their predecessors, parents,
affiliates, and related companies, misrepresented to the House of Commons,
Standing Committee on Health, Welfare and Social Affairs, that there was no
causal connection between smoking cigarettes and disease.

T1 and CTMC provided a means and method to continue and advance the Conspiracy,
and participated in the Conspiracy.

CTMC has sought to advance the interest of Manufacturers, and promoted Tobacco
Products throughout Canada since about 1963 by a variety of means, including
misrepresenting the risks of cigarette smoking to the public, in accordance with the
tobacco industry's position, as described in this claim.

CTMC has co-ordinated, with some or all of the Defendants, and their predecessors,
parents, affiliates, and related companies, and international tobacco industry
associations, the Canadian cigarette industry's positions on cigarette smoking and
health issues and the associated misrepresentations.

In furtherance of the Conspiracy, Ti and CTMC (and the Defendants, and their
predecessors, parents, affiliates, and related companies through those organizations):

(a) disseminated false and misleading information regarding the risks of smoking
cigarettes and second hand smoke, including making false and misleading
submissions to governments,

00524002 v1}




109.

110.

111.

112.

102

-28-

(b) refused to admit that smoking cigarettes and second hand smoke caused disease
when they knew it did,

(c) suppressed research regarding the risks of smoking cigarettes and second hand
smoke,

(d) participated in a public relations program on cigarette smoking and health issues
with the object of promoting cigarettes, protecting cigarette sales, and
protecting cigarettes and smoking from attack by misrepresenting the link
between smoking and disease, and

(e} lobbied the federal and various provincial governments in order to delay and
minimize government initiatives with respect to cigarette smoking and health.

In the 1960s and 1970s, the Defendants, and their predecessors, parents, affiliates, and
related companies, particularly those related to, or affiliated with, the B.A.T. Lead
Companies, destroyed documents detailing research which showed cigarettes marketed
and described as low tar were no less harmful than others, in part because smokers
compensated by smoking those cigarettes more intensely. As a result of destroying and
denying the existence of the associated research, information about the harm
connected with low tar cigarettes was kept from the public and the health community
for several decades. The destruction of those documents was pursuant to the
Conspiracy among the Defendants, and their predecessors, parents, affiliates, and
related companies, to destroy documents that contradicted their misrepresentations.

Between 1978 and 1987, Imperial Tobacco Canada Limited destroyed at least 60
documents reporting research it had undertaken which showed cigarette smoking and
second hand smoke causes lung cancer and other diseases, pursuant to the Conspiracy.
Imperial Tobacco Canada Limited then publicly denied the existence of internal research
showing smoking and second hand smoke causes lung cancer and other diseases.

In 1990, the president of the CTMC made a written submission to the Government of
Canada objecting to proposed health warnings regarding the risks of second hand
smoke and denying the existence of credible or reliable evidence that second hand
smoke is a health hazard. However, the CTMC and its members had previously
destroyed documents which constituted exactly that evidence pursuant to their
conspiratorial agreement to destroy documents that contradicted their
misrepresentations.

At all material times, Tl and CTMC acted, with express or implied autherity, as the agent
for some or all of the Defendants, and their predecessors, parents, affiliates, and related
companies.
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Particulars Of Conspiracy Among Affiliated Corporations
B.A.T. Group

The B.AT. Group Companies participated in the Conspiracy, and continued the
Conspiracy at or through committees, conferences and meetings established, organized
and convened by the B.A.T. Lead Companies and attended by senior personnel of all of
the Groups” Companies and through written and oral directives and communications
amongst them.

The committees used by the B.A.T. Lead Companies to direct or coordinate common
policies on cigarette smoking and health, include the Chairman'’s Policy Committee, the
Research Policy Group, the Scientific Research Group, the Tobacco Division Board, the
Tobacco Executive Committee, and the Tobacco Strategy Review Team (which later
became known as the Tobacco Strategy Group).

The conferences used by the B.A.T. Lead Companies to direct or coordinate common
policies on cigarette smoking and health, include the Chairman's Advisory Conferences,
BAT Research Conferences, and BAT Marketing Conferences. Some of these conferences
took place in Canada.

At certain times, the B.A.T. Lead Companies further directed or co-ordinated common
policies on cigarette smoking and health, by preparing and distributing written
directives and communications including Smoking Issues: Claims and Responses,
Consumer Helplines: How To Handle Questions on Smoking and Health and Product
Issues, Smoking and Health: The Unresolved Debate, Smoking: The Scientific
Controversy, Smoking: Habit or Addiction?, and Legal Considerations on Smoking and
Health Policy. These directives and communications set out a common position on
smoking and health issues to ensure all of these companies understood, disseminated,
and followed the common position, which they did.

The B.A.T. Lead Companies further directed or coordinated the cigarette smoking and
health policies of Imperial Tobacco Limited and Imasco Limited, by directing or advising
how they should vote in committees of Canadian cigarette manufacturers and at
meetings of Tl and CTMC on issues relating to smoking and health, including the
approval and funding of research by Canadian cigarette manufacturers and by Tl and
CTMC.

Rothmans Group

The Rothmans Group Companies participated in the Conspiracy, and continued the
Conspiracy at or through committees, conferences and meetings established, organized,
convened by the Rothmans Lead Companies and attended by senior personnel of all of
the Groups’ companies, and through written and oral directives and communications
amongst them.
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At certain times, the Rothman’s Lead Companies were involved in directing or
coordinating the common policies of these companies on cigarette smoking and health,
by preparing and distribuiing statements that set out their position on smoking and
health issues, which were adopted by these companies.

At certain times, the Rothman’s Lead Companies were also involved in directing or
coordinating the cigaretie smoking and health policies of these companies, by
influencing or advising how they should vote in committees of Canadian cigarette
manufacturers and at meetings of Tt and CTMC on issues relating to smoking and health,
including the approval and funding of research by Canadian cigarette manufacturers and
by Tl and CTMC.

RIR Group

The RIR Group Companies participated in the Conspiracy, and continued the Conspiracy
at or through committees, conferences and meetings established, organized and
convened by the RIR Lead Companies and attended by senior personnel of all of the
Groups’ Companies and through written and oral directives and communications
amongst them.

The meetings used by the RIR Lead Companies to direct or co-ordinate the common
policies on cigarette smoking and health included the Winston-Salem Smoking Issues
Coordinator Meetings and the Hound Ears and Sawgrass conferences.

At certain times, the RIR Lead Companies further directed or co-ordinated a position on
cigarette smoking and health by means of a system of reporting whereby each global
area had a smoking issue designee who was supervised by R.). Reynolds Tobacco
International, Inc. and who reported to the Manager of Science Information in the R.I.
Reynolds Tobacco Company. In the case of Area /I (Canada), this designee was, from
1974, a senior executive of MacDonald Tobacco Inc., and later of JTI-MacDonald Corp.

At certain times, the RJR Lead Companies further directed or co-ordinated the policies
on cigarette smoking and health by preparing and distributing written directives and
communications including an Issues Guide. These directives and communications set out
the position on smoking and health issues to ensure that they were understood,
disseminated and followed, which they were.

The RIR Lead Companies further directed or co-ordinated the cigarette smoking and
health policies of JTI-MacDonald Corp. and its predecessors by directing or advising how
they should vote in committees of Canadian cigarette manufacturers and at meetings of
Ti and CTMC on issues relating to smoking and health, including the approval and
funding of research by Canadian cigarette manufacturers and by TI and CTMC. JTI-
MacDonald Corp. and its predecessors complied with these directives.
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Philip Morris Group

The Philip Morris Group Companies participated in the Conspiracy, and continued the
Conspiracy at or through committees, conferences and meetings established, organized
and convened by the Philip Morris Lead Companies and attended by senior personnel of
all of the Groups” Companies and through written and oral directives and
communications amongst them.

The committees used by the Philip Morris Lead Companies to direct or co-ordinate
common policies on cigarette smoking and health, include the Committee on Smoking
Issues and Management, the Corporate Products Committee, the Conference on
Smoking and Health, and the Corporate Affairs World Conference.

At various times, the Philip Morris Lead Companies further directed or co-ordinated
common policies on cigarette smoking and health by means of their respective
Corporate Affairs and Public Affairs Departments, which directed or advised various
departments of the other companies concerning a coordinated position on smoking and
health issues.

At various times, the Philip Morris Lead Companies further directed or co-ordinated the
common policies on cigarette smoking and health by preparing and distributing written
directives and communications including Smoking and Health Quick Reference Guides
and /ssues Alerts. These directives and communications set cut the coordinated positicn
on smoking and health issues to ensure that they understood, disseminated and
followed the same position, which they did.

At various times, the Philip Morris Lead Companies further directed or co-ordinated the
cigarette smoking and health policies of Rothmans, Benson & Hedges Inc. and its
predecessors by directing or advising how they should vote in committees of Canadian
cigarette manufacturers and at meetings of Ti and CTMC on issues relating to smoking
and health, including the approval and funding of research by Canadian cigarette
manufacturers and by Tl and CTMC. Rothmans, Benson & Hedges Inc. and its
predecessors complied with these directives.

Joint and several liability

In participating in the Conspiracy, the Defendants and their predecessors, parents,
affiliates, and related companies, have conspired, acted in concert and jointly
committed the Breaches of Duty and are jointly and severally liable to the Crown for the
cost of healthcare services caused by those breaches.

Some of the Defendants were acting in a principal and agent relationship with each
other in participating in the Conspiracy and committing the Breaches of Duty, and are
jointly and severally liable to the Crown to the extent of those relationships.
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The Defendant, R.J. Reynolds Tobacco Company, was the alter ego and guiding mind
directing JTI MacDonald Corp. {then MacDonald Tobacco Inc.) in its activity relating to
the Conspiracy for at least a portion of the time when it occurred. R.J. Reynolds Tobacco
Company is liable for the breaches of duty of JTI-MacDonald Corp. which occurred
during that period.

The Defendants, British American Tobacco {Investments} Limited and B.A.T. Industries
p.l.c., were the alter egos and guiding minds directing Imperial Tobacco Canada Limited
{then Imperial Tobacco Limited and Imasco Limited} and Brown & Williamson Holdings,
Inc. (then Brown & Williamson Tobacco Corporation) in their activities relating to the
Conspiracy for at least a portion of the time when it occurred. They are liable for the
breaches of duty of Imperial Tobacco Canada Limited and Brown & Williamson Holdings,
Inc. which occurred during that period.

The Defendants, Philip Morris USA, Inc. and Philip Morris International, Inc. were the
alter egos and guiding minds directing Rothmans, Benson & Hedges Inc. (and its
predecessors Benson & Hedges (Canada) Inc. and Rothmans of Pall Mall Limited) in their
activities relating to the Conspiracy for at least a portion of the time when it occurred.
They are liable for the breaches of duty of Rothmans, Benson & Hedges Inc. which
occurred during that period.

The Defendant, Carreras Rothmans Limited, was the alter ego and guiding mind
directing Rothmans, Benson & Hedges Inc. (and its predecessors Benson & Hedges
(Canada) Inc. and Rothmans of Pali Mall Limited) and of Rothmans Inc. in their activity
relating to the Conspiracy for at least a portion of the time when it occurred. Carreras
Rothmans Limited is liable for the breaches of duty of Rothmans, Benson & Hedges Inc.
and Rothmans Inc. which occurred during that period.

THE CROWN’S COST OF HEALTH SERVICES

137.

138.

135.

Smoke from Tobacco Products contains carbon monoxide, nitrogen oxides, cyanide,
benzopyrenes, radioactive polonium, arsenic, aldehydes, nitrosamines, numerous
toxins, and other human carcinogens. These carcinogens and toxins are absorbed by the
lungs and into the bloodstream during Exposure to Tobacco Products, including through
inhalation of smoke.

Exposure to Tobacco Products in various ways, including through second hand smoke,
causes, and contributes to, Tobacco-Related Diseases.

The following, among others, are Tobacco-Related Diseases:
{a) lung cancer,

{b) cardiovascular disease, including myocardial infarction, coronary heart disease,
and atherosclerosis,

{00524002 v1}




107
-33-

(c) chronic obstructive pulmonary disease and related respiratory diseases like
chronic bronchitis and emphysema,

{d) bladder cancer,

{e) cerebrovascular disease,

(f) esophageal cancer,

(=) kidney cancer,

{h) laryngeal cancer,

(i) oral cancer,

(j)‘ pancreatic cancer,
(k) peptic ulcer disease,
(1) aortic aneurysm,

{m) cataracts,
{(n) low bone density in post-menopausal women,
(o) reduced fertility,

{p) adverse reproductive outcomes including pre-mature rupture of the
membranes, placenta previa, placental abruption, pre-term delivery and
shortened gestation, foetal growth restriction, low birth weight, and sudden
infant death syndrome,

{g) acute myeloid leukemia, .

{r) stomach cancer,

(s) uterine and cervical cancer,

(t) liver cancer,

(u) Buerger’s disease, and

(v) overall diminished heaith and increased risk of morbidity and mortality.

140. For at least a portion of the time since they first committed a Tobacco-Related Wrong,
Tobacco Products manufactured or promoted by the Defendants, and their
predecessors, parents, affiliates, and related companies, have been sold in Atberta.
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Albertans Exposed to Tobacco Products would not have heen Exposed to Tobacco
Products, or at least not to the same extent, but for the Tobacco-Related Wrongs.

Exposure to Tobacco Products caused or contributed to Tobacco-Related Diseases or the
risk of Tobacco-Related Diseases among many of those Albertans Exposed to Tobacco
Products. Many Albertans have been and will be exposed to Tobacco Products.

The Crown has provided, and will provide, Health Services in treating and caring for
those with Tobacco-Related Diseases caused or contributed to by Tobacco-Related
Wrongs, inciuding:

(a) inpatient and outpatient services provided in a hospital or other facilities, and

(b) Health Services as defined in the Act and in the Alberta Health Care Insurance
Act.

Remedy Sought:

144,

The Crown seeks judgment against the Defendants, jointly and severally, to recover its
cost of Health Services caused or contributed to by Tobacco-Related Wrongs, as well as
the present value of its anticipated costs of Health Services caused or contributed to by
Tobacco-Related Wrongs, in the amount of at least 510 billion, as well as:

(a) an order prohibiting the Defendants from continuing their misrepresentations,
deceptive marketing practices and unfair trading practices, as described in this

claim,
(b) interest under the Judgment Interest Act,
{c) costs, and

(d) such further and other relief the Court may deem just.

NOTICE TO THE DEFENDANT(S)

You only have a short time to do something to defend yourself against this claim:

20 days if you are served in Alberta
1 month if you are served outside Alberta but in Canada

2 months if you are served outside Canada.

You can respond by filing a statement of defence or a demand for notice in the office of the
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clerk of the Court of Queen's Bench at CALGARY, Alberta, AND serving your statement of
defence or a demand for notice on the plaintiff's(s') address for service.

WARNING

If you do not file and serve a statement of defence or a demand for notice within your time
period, you risk losing the law suit automatically. If you do not file, or do not serve, or are late
in doing either of these things, a court may give a judgment to the plaintiff(s) against you.
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Tab C



111
Q.B. 871 of 2012

AMENDED STATEMENT OF CLAIM
(Amended October 5, 2012)

CANADA
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IN THE QUEEN’'S BENCH
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BETWEEN:
THE GOVERNMENT OF SASKATCHEWAN

PLAINTIFF
-and -

ROTHMANS, BENSON & HEDGES INC., ROTHMANS INC., ALTRI&SROUP, INC.,
PHILIP MORRIS U.S.A. INC., PHILIP MORRIS INTERNATIONAL, INC., JI
MACDONALD CORP., R.J. REYNOLDS TOBACCO COMPANY, R.J. REYNOLDS
TOBACCO INTERNATIONAL INC., IMPERIAL TOBACCO CANADA LIMITED,
BRITISH AMERICAN TOBACCO P.L.C., B.A.T INDUSTRIES P.C., BRITISH
AMERICAN TOBACCO (INVESTMENTS) LIMITED, CARRERAS ROTHMANS
LIMITED, and CANADIAN TOBACCO MANUFACTURERS’ COUNCIL

DEFENDANTS
NOTICE TO DEFENDANTS

1 The plaintiff may enter judgment in accordance with this Statement of Claim or such judgment as
may be granted pursuant to the Rules of Court

within 20 days if you were served in Saskatchewan;
within 30 days if you were served elsewhere in Canada or in the United States of America;
within 40 days if you were served outside Canada and the Unitex$ $faAmerica.

(excluding the day of service) you serve a Statement of Defence on the plaintiff and file a copy thereof in
the office of the local registrar of the Court for the judicial centre abhaweed.

2 In many cases a defendant may have tla afithe action held at a judicial centre other than the
one at which the Statement of Claim is issued. Every defendant should consult his lawyer as to his rights.

3 This Statement of Claim is to be served within six months from the date on whiclsitad.is
4 This Statement of Claim is issued at the akaamned judicial centre théh&lay of June, 2012.

R. Robertson, Deputy Local Registrar
Local Registrar
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INTRODUCTION

The Plaintiff and the Nature of the Claim

The Plaintiff, the Government of Saskatchewan, provides health care benefits for insured
persons. Pursuant to the provisionsToke Tobacco Damages and Health Care Costs
Recovery ActS.S. 2007, c. 4.2 (the "Act"), the Government of Saskatchewan brings
this action against the Defendants to recover the cost of health care benefits, on an
aggregate basis, f@ population of insured persons as a result of exposure to cigarettes.

In particular, the Government of Saskatchewan seeks to recover:

(@) the present value of the total expenditure by the Government of Saskatchewan
since 1953 for health care benefits pd®d for insured persons resulting from

tobaccerelated disease or the risk of tobatcetated disease, and

(b) the present value of the estimated total expenditure by the Government of
Saskatchewan for health care benefits that could reasonably be expected will be
provided for those insured persons resulting from tobaeleded disease or the

risk of tobaccorelated disease,

caused or contributed to by the tobacetated wrongs of the Defendants as described
below. TheGovernment of Saskatchewateads and relies on sections 3 and 4 of the

Act.

The Government of Saskatchewan brings this action as a direct and distinct action for the
recovery of health care benefits caused or contributed to by a tetedatax wrong as

defined in the Agtand the Government of Saskatchewan does so in its own right and not
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on the basis of a subrogated claim. The Government of Saskatchewan pleads and relies

on subsections 3(1) and 3(2) of the Act.

The Government of Saskatchewan also pleads and relies on the presumptions and
populationbased evidence provisions under the Act, including subsections 3(5), 4(2) and

4(3) and section 6.

The words and terms used in this Statement of Claim including, "cost of health care

health care benefits," "insured person,

benefits," "disease," "exposure, manufacture,

"manufacturer,” "market share,” "promote,” "promaotion," "tobacco product,” "tobacco
related disease" and "tobaesdated wrong," have the meanings ascribed to them in the
Act. The Government of Saskatchewan pleads and reliisegprovisions of section 2

of the Act.

Also in this Statement of Claim:

(@) "cigarette” includes loose tobacco intended for incorporation into a cigarette, and

(b) "to smoke" or "smoking" means the ingestion, inhalation or assimilation of a
cigarette, includig any smoke or other byroduct of the use, consumption or

combustion of a cigarette and includes exposure to cigarette smoke.

Throughout the Statement of Claim, reference to a defendant includes both its
predecessors in interest and its predecessorsrie aa identified in Part C. Reference to

the Defendants means all of the Defendants unless otherwise stated.

The Defendants' tobaceelated wrongs began in 1950 and continue to the present,

unless otherwise stated.
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Overview of the Government of Saskatchewan's Claim

Each of the Defendants is a Manufacturer of tobacco products (referred to herein as
cigarettes), as defined in the Act. At all times material to this action, cigarettes
manufactured and promoted by the Defendants were offered for s&@bskatchewan.

The Defendants owed a duty to persons in Saskatchewan who have been exposed or

might become exposed to cigarettes.

By 1950, the Defendants knew or ought to have known that nicotine is addictive and that
smoking cigarettes could cause ontthbute to disease. By 1960, the Defendants also
knew or ought to have known that exposure to cigarette smoke could cause or contribute

to disease.

From 1950, all of the Defendants have committed tobagleded wrongs by breaching

duties and obligationdo persons in Saskatchewan, particularly their duties and
obligations not to misrepresent the risks of smoking, to warn of the risks of smoking, not
to promote cigarettes to children and adolescents, to design and manufacture a reasonably
safe product, ahother common law, equitable and statutory duties and obligations, as

pleaded.

The Defendants have breached these duties and obligations by misrepresenting the risks
of smoking and exposure to smoke, failing to warn the public that cigarettesiartevad

and cause disease, engaging in promotional activities to neutralize the effectiveness of the
warnings on cigarette packaging, targeting children and adolescents in promotional and
marketing activities, suppressing information and scientific andaaledata about the

risks of smoking and exposure to smoke, manipulating the level aral&iability of
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nicotine in their cigarettes and misrepresenting that filters reduce the risks of smoking
and that filtered, "mild," "low tar" and "light" cigarettage healthier and safer than other

cigarettes.

As a result of these tobacecelated wrongs, persons in Saskatchewan started or continued
to smoke cigarettes manufactured and promoted by the Defendants, or were exposed to
cigarette smoke, and have suffered, or will suffer, tobaelated disease or an increased

risk of tobaccorelated disease.

In committing these tobaceaelated wrongs, the Defendants have conspired or acted in
concert. From the 1950s, the Defendants have been members of multinatacab
enterprises or "Groups" whose companies engaged in the manufacture and promotion of

cigarettes in Saskatchewan and throughout the world. The four Groups were:

€)) the Philip Morris Group

(b) the R.J. Reynolds or RJR Group

(© the British American Tobacco &AT Group

(d) the Rothmans Group.

Beginning in 1953, these Groups agreed to disseminate false and misleading information,
to suppress research and information on the risks of smoking and to orchestrate a false

and misleading public relations program on smoking and health issues.

From 1953, the Defendants, both within each Group and with each other, have continued
to conspire or to act in concert to distort research and to publicize misleading information

about smoking and disease. They collectively agmadto make any statement or
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admission that smoking caused disease and not to issue cigarette warnings unless they
were forced to do so by government action. Since 1960, the Defendants have conspired

or acted in concert to misrepresent the risk of exposure to smoke.

Beginning in 1953, this conspiracy was implemented in Saskatchewan and throughout
Canada through the defendants Rothmans, Benson & Hedges Ialadddnald Corp.,
Imperial Tobacco Canada Limited, Rothmans Inc., and the Canadian Tobacco

Manufacturers' Council.

The Defendants have conspired or acted in concert to prevent the Government of
Saskatchewan and persons in Saskatchewan from acquiring knowledge of the harmful

and addictive properties of cigarettes and in committing tobgetatedwrongs.

Particulars of the Government of Saskatchewan's claim are provided below.

The Defendants

In 1950 and for several decades thereafter, the four tobacco Groups were the Philip
Morris Group, the RJR Group, the BAT Group and the Rothmans GYilpin each

Group, certain companies (referred to herein as the Lead Companies) were responsible
for the direction, control, coordination and implementation of the common policies on

smoking and health described below.

The Philip Morris Group

1. Altria Group , Inc.

The defendant Altria Group, Inc. is a company incorporated pursuant to the laws of

Virginia and has a registered office at 6601 West Broad Street, Richmond, Virginia, in
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the United States of America. Altria Group, Inc. is responsible in law fadiens and
conduct of its predecessor in name, Philip Morris Companies Inc. Altria Group, Inc. is a

Lead Company of the Philip Morris Group.

2. Philip Morris U.S.A. Inc.

The defendant Philip Morris U.S.A. Inc. is a company incorporated pursuant to e law
of Virginia and has a registered office at 6601 West Broad Street, Richmond, Virginia, in
the United States of America. Philip Morris U.S.A. Inc. is responsible in law for the

actions and conduct of its predecessor in name, Philip Morris Incorporitdgh Morris

U.S.A. Inc. is a Lead Company of the Philip Morris Group.

3. Philip Morris International, Inc.

The defendant Philip Morris International, Inc. is a company incorporated pursuant to the
laws of Virginia and has a registered office at 120 Par&nriye, New York, New York,

in the United States of America. Philip Morris International, Inc. is responsible in law for
the actions and conduct of its predecessor in interest, Philip Morris Overseas, a division
of Philip Morris Incorporated. In 1987, Philip Morris International, Inc. was incorporated
as a subsidiary of Altria Group, Inc. Philip Morris International, Inc. remained a
subsidiary of Altria Group, Inc. until 2008. Philip Morris International, Inc. is a Lead

Company of the Philip Morris Group.

4, Rothmans, Benson & Hedges Inc.

The defendant Rothmans, Benson & Hedges Inc. is a company incorporated pursuant to
the laws of Canada and has a registered office at 1500 Don Mills Road, North York,

Ontario. Rothmans, Benson & Hedges Inc. is respangiblaw for the actions and
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conduct of its predecessors in interest, Benson & Hedges (Canada) Limited, Benson &

Hedges (Canada) Inc., and Rothmans of Pall Mall Limited.

Benson & Hedges (Canada) Limited was incorporated in 1934. In 1958, Benson &
Hedges Canada) Limited became a subsidiary of Philip Morris International, Inc. and an
integral part of the Philip Morris Group. In 1979, Benson & Hedges (Canada) Limited

changed its name to Benson & Hedges (Canada) Inc.

Rothmans, Benson & Hedges Inc. was falnme1986 by the amalgamation of Benson &
Hedges (Canada) Inc. and Rothmans of Pall Mall Limited. In 2009, Rothmans, Benson
& Hedges Inc. and the defendant Rothmans Inc. amalgamated and continued to operate
as Rothmans, Benson & Hedges Inc. Rothmans, Benson & Hedges Inc. is a wholly

owned subsidiary of Philip Morris International, Inc.

5. The Philip Morris Group Lead Companies Control and Direct Rothmans,

Benson & Hedges Inc.

At all times material to this action, the Canadian company, Rothmans, Berdedges

Inc., has been controlled and directed by the Lead Companies of the Philip Morris Group.
The control and direction by Altria Group, Inc., Philip Morris U.S.A. Inc. and Philip
Morris International, Inc. has extended to the manufacture and promaftidheir

cigarettes.

The means by which the Philip Morris Group Lead Companies have exercised control

and direction include:

I.  Overseeing board meetings of Rothmans, Benson & Hedges Inc.
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Placing board members of the Lead Companies on the board of direftor

Rothmans, Benson & Hedges Inc.

Placing senior executives of the Lead Companies as senior executives of

Rothmans, Benson & Hedges Inc.

Providing technical expertise, smoking and health materials, financial support and
direction to Rothmans, Benson & Hedges Inc., including information on the

relationship between smoking and health and technical knowledge for the
manufacture of cigarettes, the levels of tar and nicotine and the type of tobacco to

be used

Organizing Philip Morris Group smoking and heattinferences to set common
policies for key tobacco companies in the Philip Morris Group, including

Rothmans, Benson & Hedges Inc.

Developing and implementing Philip Morris Group positions and policies through
committees, including the Corporate Issues &fpment Committee, the
Corporate Products Committee and the Committee on Smoking Issues and

Management

Creating a Public Affairs branch designed to manage smoking and health issues

and government relations

Orchestrating marketing and promotional campaigns
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iXx.  Approving the deployment of funds for subsidiary operations, research into
smoking and health, the promotion of cigarettes and smoker reassurance

campaigns.

The control and direction by the Lead Companies of the Philip Morris Group have
involved the implementation of the Philip Morris Group's positions and policies on
smoking and exposure to cigarette smoke and health. From 1950, the Philip Morris
Group has maintained a policy that members of the Philip Morris Group must deny the
existence of any relanship between smoking and adverse health consequences and that
warning labels would be strenuously opposed. The policy of the Philip Morris Group
was to create doubt and controversy regarding the adverse health consequences of
smoking and to defeat delay antismoking legislation that would impose restrictions on

the formulation, marketing, sale or use of cigarettes.

From 1960, it has been the Philip Morris Group policy to deny or to diminish the

relationship between the exposure to smoke and adverse health consequences.

The Lead Companies of the Philip Morris Group have communicated and directed these

policies for Rothmans, Benson & Hedges Inc. by a variety of means, including:

i.  Establishing directives and communications such as "Smoking and qrattk

Reference Guides" and "Issues Alerts" to the Regions, including Canada

ii.  Providing training, technical expertise and support

iii. ~ Convening conferences, including the Conference on Smoking and Health and the

Corporate Affairs World Conference
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iv. Forming comnttees, such as the Committee on Smoking Issues Policy and
Management and the Scientific Research and Review Committee for Worldwide

Tobacco

v. Establishing Corporate Affairs and Public Affairs departments of the Lead

Companies

vi.  Conspiring or acting in conceas particularized in Part IV below.

These common policies of the Philip Morris Group have continued notwithstanding
changes in the corporate structure of the Philip Morris Group. These common policies on
smoking and health in the Philip Morris Group have been maintained in Canada under the
control and direction of Altria Group, Inc., Philip Morris U.S.A. Inc. and Philip Morris
International, Inc. from 1950 to the present, such that these defendants are responsible in
law for the Philip Morris Group tobacaelated wrongs and are jointly and severally

liable for the tobaccoelated wrongs of Rothmans, Benson & Hedges Inc.

In particular, the Government of Saskatchewan states that:

I. By reason of the facts pleaded, Altria Group, Inc., Philip Morris U.S.A.and.
Philip Morris International, Inc. are jointly liable with and are vicariously liable

for the tobacco-related wrongs of Rothmans, Benson & Hedges Inc.

ii.  Rothmans, Benson & Hedges Inc. has acted as agent for Altria Group, Inc., Philip
Morris U.S.A. Inc.and Philip Morris International, Inc. in committing tobacco

related wrongs in Canada
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As described in Part IV, Altria Group, Inc., Philip Morris U.S.A. Inc., Philip
Morris International, Inc. and Rothmans, Benson & Hedges Inc. have, as a Group
and with theother Defendants, conspired or acted in concert in committing

tobaccerelated wrongs.

The Philip Morris Group Defendants are Manufacturers under the Act

Each of Altria Group, Inc., Philip Morris U.S.A. Inc., Philip Morris International, Inc.

and Rothman$Benson & Hedges Inc. (collectively, "the Philip Morris Defendants") is a

Manufacturer pursuant to paragraph 2(1)(h) of the Act because:

Each of the Philip Morris Defendants manufactures or has manufactured

cigarettes.

Pursuant to subparagraph 2(1)(h)(i) of the Act, each of the Philip Morris
Defendants causes or has caused, directly or indirectly, through arrangements
with contractors, subcontractors, licensees, franchisees or others, the manufacture

of cigarettes.

Pursuant to subparagraph 2(1)(h)(ii)) tfe Act, each of the Philip Morris
Defendants derives at least 10% of revenues from the manufacture or promotion

of cigarettes, by itself or by the Group.

Pursuant to subparagraph 2(1)(h)(iii) of the Act, each of the Philip Morris
Defendants engages oy, causes, directly or indirectly, other persons to engage in
the promotion of cigarettes. The "other persons” include retail sellers of

cigarettes, marketing and advertising consultants, medical consultants,
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associations for the promotion of cigarettes and associations opposing the plain

packaging of cigarettes.

From 1950 and continuing to the present, cigarettes manufactured or promoted by the
Philip Morris Defendants have been offered for sale in Saskatchewan. The brand names
of the cigarettes of thiehilip Morris Defendants offered for sale in Saskatchewan and the
rest of Canada includ8enson & HedgesBelvedere Marlboro, Marlboro Lights,

RothmansAlpineandParliament

The RJIR Group

1. R.J. Reynolds Tobacco Company

The defendant R.J. Reynolds Toba Company is a comparourrently incorporated

pursuant to the laws dftlewJerseyNorth Carolinaand has a registered office at 401

North Main Street, Winsto&alem, North Carolina, in the United States of America. R.J.

Reynolds Tobacco Company is a Lead Company of the RJR Group.

R.J. Reynolds Tobacco Company was incorporated in 1922. #3820@ U.S. assets,

liabilities and operations dR.J. Reynolds Tobacco Compafat the time, incorporated

pursuant to the laws of New Jersey) were combergdrednto-a-business-combination

with those ofBrown & Williamson Tobacco Corporation, owned by the defendant,

British American Tobacco p.l.c. Concurrent with the completion of the business

combination, R.J. Reynolds Tobacco Company became a North Carolina corporation. Its

principal place of business continued to be North Carolina. For greater certainty, the

Province pleads that R.J. Reynolds Tobacco Company (incorporated in North Carolina) is
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responsible in law for the actions and conduct of its predecessor in interest and name, R.J.

Reynolds Tobacco Company (incorporated in New Jersey).

2. R.J. Reynolds Tobacco International, Inc.

The defendant R.J. Reynolds Tobacco International, Inc. is a company incorporated
pursuant to the laws of Delaware and hasgistered office at 401 North Main Street,
WinstonSalem, North Carolina, in the United States of America. R.J. Reynolds Tobacco

International, Inc. is a Lead Company of the RJR Group.

3. JTI-Macdonald Corp.

The defendant JTMacdonald Corp. is a company formed by continuance pursuant to the
laws of Canada and has a registered office at 1 Robert Speck Parkway, Mississauga,
Ontario. JTAMacdonald Corp. is responsible in law for the actions and conduct of its
predecessors in interest, RMAcdonald Corp., BR-Macdonald Inc. and Macdonald

Tobacco Inc.

W.C. Macdonald Incorporated was incorporated in 1930 and changed its name to
Macdonald Tobacco Inc. in 1957. In 1970, Macdonald Tobacco Inc. became the
exclusive Canadian distributor of the cigarette brands of R.J. Reynolds Tobacco
Company referred to in paragraph 50. Macdonald Tobacco Inc. became a wholly owned

subsidiary of R.J. Reynolds Tobacco Company in 1974.

RJRMacdonald Inc. was incorporated as a wholly owned subsidiary of R.J. Reynolds
Tobacco Cmpany in 1978. In 1978, R.J. Reynolds Tobacco Company sold Macdonald
Tobacco Inc. to RHRMacdonald Inc. RJRMacdonald Inc. succeeded Macdonald

Tobacco Inc. and acquired all or substantially all of Macdonald Tobacco Inc.'s assets and
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continued the business of manufacturing, promoting and selling cigarettes previously

conducted by Macdonald Tobacco Inc.

In 1999, RJRMacdonald Inc. amalgamated with 3027221 Nova Scotia Company and
continued as RJR-Macdonald Corpl'I-Macdonald Corp. was created in 199%assult

of an amalgamation between RMRcdonald Corp. and JT-Nova Scotia Corporation.

4, The RJIR Group Lead Companies Control and Direct JT¥Macdonald Corp.

At all times material to this action, the Canadian companyMHAddonald Corp., has
been controlld and directed by the Lead Companies of the RJR Group. The control and
direction by R.J. Reynolds Tobacco Company and R.J. Reynolds Tobacco International,

Inc. has extended to the manufacture and promotion of their cigarettes.

The means by which the RJR Lead Companies have exercised control and direction

include:

I.  Developing a reporting system whereby each global "Area," including Canada as
Area Il, had a smoking issue designee who was supervised by R.J. Reynolds
Tobacco International, Inc. and who reportéadl R.J. Reynolds Tobacco

Company's Manager of Science Information

ii.  Convening meetings such as the Wins&alem Smoking Issues Coordinator

Meetings

iii.  Developing and implementing positions and policies such as the "Issues Guide" to
direct and control the activities of the RJR Group's subsidiaries, including JTI

Macdonald Corp.
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Iv.  Placing senior executives of the Lead Companies as senior executives of JTI

Macdonald Corp.

v. Distributing materials and related information and providing knowledge obtained

from the Lead Companies' "Information Science" research department

vi.  Providing technical expertise, including information and knowledge on the
manufacture of cigarettes, the use of substitutes and additives, the use of pH
controls, the appropriate levels of tar and nicotine and the type and mixture of

tobacco used in the manufacture of cigarettes

vii.  Providing cigarettes and cigarette samples made by the Lead Companies to JTI

Macdonald Corp. for sale in Canada, including Saskatchewan

viii.  Maintaining a veto over research funglinby the Canadian Tobacco

Manufacturers' Council.

The control and direction by the Lead Companies of the RJR Group have involved the
implementation of the RJR Group's positions and policies on smoking and exposure to
cigarette smoke and health. From 198@& RJR Group has maintained a policy that
members of the RJR Group must deny the existence of any relationship between smoking
and adverse health consequences and that warning labels would be strenuously opposed.
This policy included the creation of attion plan to respond to health and smoking
issues by distributing information creating a scientific controversy surrounding smoking

related disease and by countering-antioking groups and legislation.

From 1960, it has been the RIJR Group policy éaydor to diminish the relationship

between the exposure to smoke and adverse health consequences.
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The Lead Companies of the RIJIR Group have communicated and directed these policies

for JTI-Macdonald Corp. by a variety of means, including:

Vi.

Establishing @ectives and communications such as the "Issues Guide"

Developing an action plan which set out the RJR Group's position on smoking
and health issues to ensure that the personnel in the RJR Group companies,
including JTtMacdonald Corp., understood and disseminated the RJR Group's

position

Convening meetings including the WinstBalem Smoking Issues Coordinator

Meetings

Convening conferences including the "Hounds Ears" and Sawgrass conferences

Taking a leadership role in the International Committee on k8rgolssues

("ICOSI"), particularly in relation to Canada

Conspiring or acting in concert as particularized in Part IV below.

These common policies of the RJR Group have continued notwithstanding changes in the

corporate structure of the RJR Group. These common policies on smoking and health in

the RJR Group have been maintained in Canada under the control and direction of R.J.

Reynolds Tobacco Company and R.J. Reynolds Tobacco International, Inc. from 1950 to

the present, such that these defendants are responsible in law for the RJR Group tobacco

related wrongs and are jointly and severally liable for the tobeated wrongs of J¥I

Macdonald Corp.
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In particular, the Government of Saskatchewan states that:

5.

By reason of the facts pleaded, R.J. Reyndldbdacco Company and R.J.
Reynolds Tobacco International, Inc. are jointly liable with and are vicariously

liable for the tobaccoelated wrongs of JfMacdonald Corp.

JTI-Macdonald Corp. has acted as agent for R.J. Reynolds Tobacco Company and
R.J. Reynolds Tobacco International, Inc. in committing tobaeladed wrongs

in Canada

As described in Part IV, R.J. Reynolds Tobacco Company, R.J. Reynolds
International, Inc. and JIMacdonald Corp. have, as a Group and with the other

Defendants, conspired ortad in concert in committing tobaceelated wrongs.

The RJIR Group Defendants are Manufacturers under the Act

Each of R.J. Reynolds Tobacco Company, R.J. Reynolds Tobacco International, Inc. and

JTI-Macdonald Corp. (collectively, "the RJR Defendants") is a Manufacturer pursuant to

paragraph 2(1)(h) of the Act because:

Each of the RJIR Defendants manufactures or has manufactured cigarettes.

Pursuant to subparagraph 2(1)(h)(i) of the Act, each of the RJR Defendants causes
or has caused, directly or indirectly, through arrangements with contractors,

subcontractors, licensees, franchisees or others, the manufacture of cigarettes.

Pursuant to subparagraph 2(1)(h)(ii) of the Act, each of the RJR Defendants
derives at least 10% of revenues from the manufactyseoarotion of cigarettes,

by itself or by the Group.
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Iv.  Pursuant to subparagraph 2(1)(h)(iii) of the Act, each of the RIJR Defendants
engages in, or causes, directly or indirectly, other persons to engage in the
promotion of cigarettes. The "other persons'lude retail sellers of cigarettes,
marketing and advertising consultants, medical consultants, associations for the
promotion of cigarettes and associations opposing the plain packaging of

cigarettes.

50. From 1950 and continuing to the present, cigarettes manufactured or promoted by the
RJR Defendants have been offered for sale in Saskatchewan. The brand names of the
cigarettes of the RJR Defendants offered for sale in Saskatchewan and the rest of Canada
include Export, Export "A", Vantage, Camel, Salem, Smooth, Contessa, Contessa Slims,

More, MacdonalcandWinston

(i)  The BAT Group

1. British American Tobacco p.l.c.

51. The defendant British American Tobacco p.l.c. is a company incorporated pursuant to the
laws of the United Kingdom and has a registered office at Globe House, 4 Temple Place,
London, England. British American Tobacco p.l.c. is responsible in law for the actions
and conduct of its predecessors in interest, Bristerican Tobacco Company Limited
(now known as British American Tobacco (Investmentsyited) and B.A.T Industries

p.l.c. British American Tobacco p.l.c. is a Lead Company of the BAT Group.

52.  British American Tobacco p.l.c. has been the parent company of the BAT Group since
1998. British American Tobacco p.l.c. purports to have been in the tobacco business in

the Americas for more than 100 years and to be solely focused on tobacco.
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2. British American Tobacco (Investments) Limited

The defendant British American Tobacco (Investments) Limited is a company
incorporated pursuant to the laws of theited Kingdom and has a registered office at
Globe House, 1 Water Street, London, England. British American Tobacco
(Investments) Limited is responsible in law for the actions and conduct of its predecessor
in name, BritiskAmerican Tobacco Company Lited. British American Tobacco

(Investments) Limited is a Lead Company of the BAT Group.

British American Tobacco (Investments) Limited was the parent company of the BAT
Group from 1902 to 1976. British American Tobacco (Investments) Limited was known

asBritish-American Tobacco Company Limited until 1998.

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

The defendant B.A.T Industries p.l.c. is a company incorporated pursuant to the laws of
the United Kingdom and has a registered office at Globe House, 4 Temple Place,
London, England. B.A.T Industries p.l.c. is responsible in law for the actions and

conduct of its predecessors in interest, B.A.T Industries Limited and Tobacco Securities

Trust Limited. B.A.T Industries p.l.c. is a Lead Company of the BAT Group.

B.A.T Industries p.l.c. was the parent company of the BAT Group from 1976 to 1998.

4. Imperial Tobacco Canada Limited

The defendant Imperial Tobacco Canada Limited is a company incorporated pursuant to
the laws of Canada and has a registered office at 3711 St. Antoine SéstetMbntreal,

Quebec. Imperial Tobacco Canada Limited is responsible in law for the actions and
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conduct of its predecessors in interest, Imperial Tobacco Company of Canada Limited,

Imperial Tobacco Limited and Imasco Ltd.

For 100 years, Imperial TobacdCanada Limited and its predecessors have been an
integral part of the BAT Group and a subsidiary of the parent company of the BAT

Group.

Imperial Tobacco Company of Canada Limited was incorporated in 1912. In 1970,
Imperial Tobacco Company of Canada Limited changed its name to Imasco Limited, and
formed a wholly owned subsidiary, Imperial Tobacco Limited. In 2000, Imasco Limited

and Imperial Tobacco Limited were amalgamated under the name Imperial Tobacco

Canada Limited.

In 2000, Imperial Tobacco Canada Limited became a wholly owned subsidiary of British

American Tobacco p.l.c., the current parent of the BAT Group.

5. The BAT Group Lead Companies Control and Direct Imperial Tobacco

Canada Limited

At all times material to this action, the Canadian compémyperial Tobacco Canada
Limited has been controlled and directed by the Lead Companies of the BAT Group. The
control and direction by British American Tobacco p.l.c., British American Tobacco
(Investments) Limited, and B.A.T Industries p.l.c. has extended to the manufacture and

promotion of their cigarettes.

The means by which the BAT Group Lead Companies have exercised control and

direction include:
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Establishing Smoking and Health Policies to be followed by the members of the
BAT Group

Convening Tobaax Strategy Review Team Policy meetings

Convening Smoking and Health, Marketing and Research conferences for major

international markets, including Canada

Forming committees including the Chairman's Policy Committee, the Research
Policy Group, the Scientific Research Group, the Tobacco Division Board and the

Tobacco Executive Committee

Overseeing tobaceeelated activities in Canada by the Chairman of the BAT

Group Tobacco Division Board

Making final decisions on which Canadian Tobacco Manufacturers' Qounci

research should be funded by Imperial Tobacco Canada Limited.

The control and direction by the Lead Companies of the BAT Group have involved the

implementation of the BAT Group's positions and policies on smoking and exposure to

cigarette smoke and hedalt From 1950, the BAT Group has maintained a policy that

members of the BAT Group must deny the existence of any relationship between

smoking and adverse health consequences and that warning labels would be strenuously

opposed. The policy of the BAT Group was to maintain that causation had not been

scientifically proven and remained controversial and to resist warnings as long as

possible.
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From 1960, it has been the BAT Group policy to deny or to diminish the relationship

between the exposure to smoke and adverse health consequences.

The Lead Companies of the BAT Group have communicated and directed these policies

for Imperial Tobacco Canada Limited by a variety of means, including:

Establishing the Smoking and Health Policies which ensured thaf@ll@oup
companies gave uniform answers to similar questions on smoking and health

issues, including B.A.T Industries p.l.c.'s Statement of Business Conduct

Convening the Chairman's Advisory Conferences, BAT Group Research
Conferences and BAT Group Marketing Conferences, all of which included

Imperial Tobacco Canada Limited

Preparing and distributing to BAT Group members, including Imperial Tobacco
Canada Limited, written directives and communications, including "Smoking
Issues: Claims and Responses,"” "Consumer Helplines: How To Handle Questions
on Smoking and Health and Product Issues,” "Smoking and Health: The
Unresolved Debate," "Smoking: The Scientific Controversy," "Smoking: Habit or

Addiction?" and "Legal Considerations on Smoking and Health Policy"

Ensuring through all of these means that the personnel of the BAT Group
companies, including Imperial Tobacco Canada Limited, understood and

disseminated the BAT Group's position on smoking and health

Conspiring or acting in concert as particularized irt Rabelow.
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These common policies of the BAT Group have continued notwithstanding changes in
the corporate structure of the BAT Group. There continues to be central coordination of
the BAT Group's international strategy, of which Canada is an integtalapa central
control and management of the BAT Group policies on smoking and health i$fiese
common policies on smoking and health in the BAT Group have been maintained in
Canada under the control and direction of British American Tobacco BIA.T
Industries p.l.c. and British American Tobacco (Investments) Limited from 1950 to the
present, such that these defendants are responsible in law for the BAT Group-tobacco
related wrongs and are jointly and severally liable for the tobedated wrags of

Imperial Tobacco Canada Limited.

In particular, the Government of Saskatchewan states that:

I. By reason of the facts pleaded, British American Tobacco p.l.c., B.A.T Industries
p.l.c. and British American Tobacco (Investments) Limited are jointly liable with
and are vicariously liable for the tobaemdated wrongs of Imperial Tobacco

Canada Limited

ii.  Imperial Tobacco Canada Limited has acted as agent for British American
Tobacco p..c., B.AT Industries p..c. and British American Tobacco

(Investments) Imited in committing tobacceelated wrongs in Canada

iii.  As described in Part IV, British American Tobacco p.l.c., B.A.T Industries p.l.c.,
British American Tobacco (Investments) Limited and Imperial Tobacco Canada
Limited have, as a Group and with the other Defendants, conspired or acted in

concert in committing tobace®lated wrongs.
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The BAT Group Defendants are Manufacturers under the Act

Each of British American Tobacco p.l.c., British American Tobacco (Investments)

Limited, B.A.T Industries p.l.c. and Iperial Tobacco Canada Limited (collectively, "the

BAT Defendants") is a Manufacturer pursuant to paragraph 2(1)(h) of the Act because:

Each of the BAT Defendants manufactures or has manufactured cigarettes.

Pursuant to subparagraph 2(1)(h)(i) of the Asach of the BAT Defendants
causes or has caused, directly or indirectly, through arrangements with
contractors, subcontractors, licensees, franchisees or others, the manufacture of

cigarettes.

Pursuant to subparagraph 2(1)(h)(ii) of the Act, each of the BAT Defendants
derives at least 10% of revenues from the manufacture or promotion of cigarettes,

by itself or by the Group.

Pursuant to subparagraph 2(1)(h)(iii) of the Act, each of the BAT Defendants

engages in, or causes, directly or indirectly, other persons to engage in the
promotion of cigarettes. The "other persons” include retail sellers of cigarettes,

marketing and advertising consultants, medical consultants, associations for the
promotion of cigarettes and associations opposing the plain pagkadi

cigarettes.

From 1950 and continuing to the present, cigarettes manufactured or promoted by the

BAT Defendants have been offered for sale in Saskatchewan. The brand names of the

cigarettes of the BAT Defendants offered for sale in Saskatchewahenest of Canada

include du Maurier, Peter JacksonPlayer's Matineg Goldcrest John Playey Avanti
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Cameo Kool, Marlboro, Sweet CaporalPall Mall, Medallion Matinee SlimsMatinee

Special Mild Matinee Extra MildandVogue.

The Rothmans Group

1. Carreras Rothmans Limited

The defendant Carreras Rothmans Limited is a company incorporated pursuant to the
laws of the United Kingdom and has a registered office at Globe House, 1 Water Street,
London, England. Carreras Rothmans Limited is responsible in law for the actions and
conduct of its predecessors in interest Rothmans of Pall Mall Limited, Rothmans of Pall

Mall Canada and Carreras Limited. Carreras Rothmans Limited was a Lead Company of
the Rothmans Group. Since 1999, Carreras Rothmans Limiteééapart of the BAT

Group.

Carreras Rothmans Limited was formed in 1958 when Rothmans of Pall Mall Limited
acquired a controlling interest in Carreras Limited. At that time, Rothmans of Pall Mall
Limited controlled Rothmans of Pall Mall Canada Limited a@drreras Limited

controlled Rock City Tobacco Company of Quebec. By 1963, Rothmans of Pall Mall

Canada had assumed all outstanding shares of Rock City Tobacco Company of Quebec.

2. Rothmans Inc.

The defendant Rothmans Inc. is a company incorporated putsuiduet laws of Ontario

and has a registered office at 1500 Don Mills Road, North York, Ontario. Rothmans Inc.
has represented itself to have been a part of the Canadian tobacco industry for the past
100 years. Rothmans Inc. is responsible for the actod conduct of its predecessor in

name Rothmans of Pall Mall Canada Limited.
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Rothmans of Pall Mall Canada Limited was incorporated in 1956. In 1985, Rothmans of
Pall Mall Canada Limited changed its name to Rothmans Inc. Between 1986 and 2008,
Rothmars Inc. was a cowner with Altria Group, Inc. of Rothmans, Benson & Hedges
Inc. In 2009, Rothmans Inc. amalgamated with and continued as Rothmans, Benson &

Hedges Inc. as a wholly owned subsidiary of Philip Morris International, Inc.

3. The Rothmans Group Lead Companies Controlled and Directed Rothmans

Inc.

Prior to 1986, the Canadian company, Rothmans Inc., was controlled and directed by
Carreras Rothmans Limited and Rothmans International as Lead Companies of the
Rothmans Group. The control and directiontbg Rothmans Group Lead Companies

extended to the manufacture and promotion of their cigarettes.

Since 1980, the Philip Morris Group exercised substantial influence over Rothmans
International through the creation of a partnership with the Rothmans Grauphe
placement of board members of the Philip Morris Group Lead Companies on the board of

Rothmans International.

The means by which Carreras Rothmans Limited and Rothmans International exercised

control and direction included:

I.  Coordinating the research strategy of all of the Rothmans Group companies

worldwide, including Canada

ii.  Facilitating a constant exchange of information, knowledge and ideas of all of the

Rothmans Group companies worldwide, including Canada
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iii.  Directing its subsidiaries and affili&eincluding Rothmans Inc., to conform their

policies to those of the broader tobacco industry

iv.  Creating the International Advisory Board for the development of common

policies and strategies for the benefit of the Rothmans Group

v. Providing technical expertise and other support to members of the Rothmans

Group

vi.  Placing board members of the Lead Companies on the board of directors of

Rothmans Inc.

The control and direction by Carreras Rothmans Limited and Rothmans International as
Lead Companies of the Rothmans Group involved the implementation of the Rothmans
Group's positions and policies on smoking and exposure to cigarette smoke and health.
From 1950, the Rothmans Group maintained a policy that members of the Rothmans
Group must deny the existence of any relationship between smoking and adverse health

consequences and that warning labels would be strenuously opposed.

From 1960, it was the Rothmans Group policy to deny or to diminish the relationship

between the exposure to smoke and adverse health consesjuen

The Lead Companies of the Rothmans Group, including Carreras Rothmans Limited and
Rothmans International, communicated and directed these policies for Rothmans Inc. by

a variety of means, including:

i. Directing Rothmans Inc. to maintain the Rothm&mup's position that more

research was needed in order to determine whether cigarettes cause disease
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ii. Instructing Rothmans Inc. not to agree voluntarily to cautionary warnings in

advertising

lii.  Creating the International Advisory Board

iv.  Conspiring or acting isoncert as particularized in Part IV below.

These common policies on smoking and health in the Rothmans Group were maintained
in Canada under the control and direction of Carreras Rothmans Limited and Rothmans
International from 1950 to 1986 such that I€eas Rothmans Limited is responsible in
law for its own tobaccoelated wrongs and is jointly and severally liable for the tobacco

related wrongs of Rothmans Inc.

Altria Group, Inc. and Philip Morris International, Inc. controlled and directed the
Rothmans Group such that from 1980 to the present, Altria Group, Inc. and Philip Morris
International, Inc. are responsible in law for their own tobaetated wrongs and are

jointly and severally liable for the tobacco-related wrongs of Rothmans Inc.

In particular, the Government of Saskatchewan states that:

I. By reason of the facts pleaded, Carreras Rothmans Limited, Altria Group, Inc.
and Philip Morris International, Inc. are jointly liable with and are vicariously

liable for the tobaccoelated wrongs of Rothans Inc.

ii.  Rothmans Inc. has acted as agent for Carreras Rothmans Limited, Altria Group,
Inc. and Philip Morris International, Inc. in committing tobacetated wrongs in

Canada
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As described in Part IV, Carreras Rothmans Limited, Altria Group, Inc., Philip
Morris International, Inc. and Rothmans Inc. have, together and with the other

Defendants, conspired or acted in concert in committing toba&tated wrongs.

The Rothmans Group Defendants are Manufacturers under the Act

Each of Carreras Rothmans Limitethd Rothmans Inc. (together, the "Rothmans

Defendants”) is a Manufacturer pursuant to paragraph 2(1)(h) of the Act because:

Each of the Rothmans Defendants has manufactured cigarettes.

Pursuant to subparagraph 2(1)(h)(i) of the Act, each of the Rothnedasdants
has caused, directly or indirectly, through arrangements with contractors,

subcontractors, licensees, franchisees or others, the manufacture of cigarettes.

Pursuant to subparagraph 2(1)(h)(ii) of the Act, each of the Rothmans Defendants
derivedat least 10% of revenues from the manufacture or promotion of cigarettes,

by itself or by the Group.

Pursuant to subparagraph 2(1)(h)(iii) of the Act, each of the Rothmans Defendants
engaged in, or caused, directly or indirectly, other persons to engage in the
promotion of cigarettes. The "other persons” include retail sellers of tobacco
cigarettes, marketing and advertising consultants, medical consultants,
associations for the promotion of cigarettes and associations opposing the plain

packaging of cigarettes.

From 1950 until 2008, cigarettes manufactured or promoted by the Rothmans Group

were offered for sale in Saskatchewan. The brand names of the cigarettes of the
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Rothmans Group offered for sale in Saskatchewan and the rest of Canada are now offered
for sale through the defendant, Rothmans, Benson & Hedges Inc. and iRoliineans

Dunhill, Craven "A’, Craven "A" SuperslimsSportsmarandBlack Cat

The Canadian Tobacco Manufacturers' Council

The defendant Canadian Tobacco Manufacturers’ Council is a company incorporated
pursuant to the laws of Canada and has a registered office at 6 Rue D’Angers, Gatineau,
Quebec. The Canadian Tobacco Manufacturers’ Council is the trade association of the
Canadian tobacco industry and was originally formed as an ad hoc committee of
members of the Canadian tobacco industry in 1963 to influence government authorities

on the question of smoking and health.

The founding members of the Canadian Tobacco Manufacturers’ Council were
Rothmans, Benson & Hedges Inc., -Macdonald Corp., Imperial Tobacco Canada

Limited and Rothmans Inc.

As described in paragraphs 167184, the Canadian Tobacco Manufacturers’ Council
provided a means by which the Defendants’ Conspiracy (defined in Part 1V) was
implemented and continues te mplemented in Canada.ln addition, the Canadian

Tobacco Manufacturers’ Council itself was and remains a participant in the Conspiracy.

The Canadian Tobacco Manufacturers’ Council is a Manufacturer pursuant to
subparagraph 2(1)(h)(iv) of the Abkecause it has been and is engaged in all of the

following activities:

(@) the advancement of the interests of Manufacturers
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(b) the promotion of cigarettes

(© causing, directly or indirectly, other persons to engage in the promotion of

cigarettes.

THE DEFENDANTS' KNOWLEDGE OF THE RISKS OF SMOKING AND

EXPOSURE TO SMOKE

The Defendants designed and manufactured cigarettes to deliver nicotine to smokers.

Nicotine is an addictive drug that affects the brain and central nervous system, the
cardiovascular system, the [y8) other organs and body systems and endocrine function.

Addicted smokers physically and psychologically crave nicotine.

Smoking causes or contributes to disease, including, but not limited to:

(@) chronic obstructive pulmonary disease and related conditions, including:

I. emphysema

ii. chronic bronchitis

iii. chronic airways obstruction

iv. asthma

(b) cancer, including:

I. cancer of the lung

. cancer of the lip, oral cavity and pharynx
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cancer of the larynx

cancer of the esophagus

cancer of the bladder

cancer of the kidney

cancer of the pancreas

cancer of the stomach

(© circulatory system diseases, including:

coronary heart disease

pulmonary circulatory disease

cerebrovascular disease

atherosclerosis, aortic and other aneurysms

peripheral vascular disease

(d) pneumonia and influenza

(e) pepic ulcers

() increased morbidity and general deterioration of health

(9) fetal harm.

145
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Since 1950, the Defendants have been aware that cigarettes:

(@) contain substances and producepbgducts which can cause or contribute to
disease including, nitrosamines, carbon monoxide, benzene, benzo[a]pyrene,
dibenz[a,h]anthracene, benzole]pyrene, chrysene, dibenzol[a,i]pyrene,
n'nitrosonornicotine, acrolein, hydrogen cyanide, isoprene, chromium,

chloracetophenone and arsenic

(b) cause or contribute to addiction.

By 1950, and at almaterial times thereafter, the Defendants knew or ought to have

known that smoking cigarettes could cause or contribute to disease.

By 1950, the Defendants knew or ought to have known that:

€)) nicotine is an addictive and active ingredient in cigarettes

(b) smolers crave nicotine

(© the physiological and psychological effects of nicotine on smokers compel them

to continue to smoke.

TOBACCO-RELATED WRONGS COMMITTED BY THE DEFENDANTS

Deceit and Misrepresentation

At all material times, the Defendants have owed a tupersons in Saskatchewan not to

misrepresent the risks of smoking, those risks being the risks of addiction and disease.
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As described below, from 1950, the Defendants have breached this duty and have thereby

committed tobaccoelated wrongs. As a result of these tobaatated wrongs, persons

in Saskatchewan started or continued to smoke cigarettes or were exposed to cigarette

smoke from cigarettes manufactured and promoted by the Defendants and suffered

tobaccerelated disease and an increased risk of tobselated disease.

The Misrepresentations

From 1950, the Defendants have misrepresented the risks of addiction and disease and in

particular, without limiting the generality of the foregoing, have misrepresented in

Saskatchewan and throughout @da that:

(@)

(b)

(€)

(d)

(e)

(f)

(9)

(h)

smoking has not been shown to cause any known diseases

there is no medical or scientific link between smoking and disease

they were not aware of any research, or any credible research, establishing a link

between smoking and disease

environmenthand genetic factors are to blame for many diseases rather than

smoking

cigarettes are not addictive

smoking is merely a habit or custom, not an addiction

they have not manipulated nicotine levels

they have not included substances in their cigarettegrasbsio increase the bio

availability of nicotine
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0] certain of their cigarettes, such as "filter,” "mild," "low tar" and "light" brands, are

safer than other cigarettes

()] machine measurements of tar and nicotine are representative of actual intake

(k) smoking is onsistent with a healthy lifestyle

()] smoking is not harmful to health

(m)  exposure to cigarette smoke is not harmful to health

(n)  smoking and exposure to cigarette smoke are not a serious health risk

(o) they are interested in the health and vbeling of smokers.

The misrepresentations by the Philip Morris Group in Canada have been continuous and

have been made through a variety of means, including:

I.  Presentations to the Canadian Medical Association (May 1963), the Conference
on Smoking and Health of the federal Depeent of National Health and Welfare
(November 1963), the National Association of Tobacco and Confectionery
Distributors Convention (October 1969 and in 1995), the House of Commons
Standing Committee on Health, Welfare and Social Affairs (May 1969) and

federal Legislative Committees (including in November 1987 and January 1988)

ii.  Meetings with federal Minister of Health Marc Lalonde (April 1973), with Health
and Protection Branch (March 1978), federal Minister of Health and Welfare
Monique Bégin (April 1978)with officials of the federal Department of Health

and Welfare (February 1979), with the Assistant Deputy federal Minister of
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Health and Welfare Dr. A.B. Morrison (March 1981) and with federal Minister of

Health and Welfare Jake Epp (September 1986)

iii.  Public and media statements to Canadian newspapers and on North American
television (including a statement in the Toronto Daily Star (September 1967) and

a speech in Halifax (June 1978))

iv.  Annual Reports (including in the 1977 and 1981 Annual Reports for Befason

Hedges (Canada) Inc.)

v. Publications (including in the 1978 Booklet "The Facts" published by Benson &

Hedges (Canada) Inc.)

vi.  Advertising, marketing and promotional campaigns

vii.  Conduct in furtherance of the conspiracy or concerted action as particularized in

Part IV below.

99. The misrepresentations by the RJR Group in Canada have been continuous and have been

made through a variety of means, including:

I.  Presentations to the Canadian Medical Association (May 1963), the Conference
on Smoking and Health of the fedeDepartment of National Health and Welfare
(November 1963), the National Association of Tobacco and Confectionery
Distributors Convention (October 1969 and in 1995), the House of Commons
Standing Committee on Health, Welfare and Social Affairs (May ) 26@l

federal Legislative Committees (including in November 1987 and January 1988)
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Meetings with federal Minister of Health Marc Lalonde (April 1973), with Health
and Protection Branch (March 1978), federal Minister of Health and Welfare
Monique Bégin (Apil 1978), with officials of the federal Department of Health
and Welfare (February 1979), with the Assistant Deputy federal Minister of
Health and Welfare Dr. A.B. Morrison (March 1981) and with federal Minister of

Health and Welfare Jake Epp (SeptemigS86)

Publications (including "R.J. Reynolds Industries: A Hundred Years of Progress

in North Carolina" inThe Tobacco Industry in Transitipn

Speeches and presentations (including 1969 speech to the Tobacco Growers
Information Committee and 1980 preseimatto a National Meeting of Security

Analysts)

Public statements (including the 1983 Revised Mission Statement on Smoking

and Health)

Advertising, marketing and promotional campaigns

Conduct in furtherance of the conspiracy or concerted action as [@itzied in

Part IV below.

100. The misrepresentations by the BAT Group in Canada have been continuous and have

been made through a variety of means, including:

Presentations to the Canadian Medical Association (May 1963), the Conference
on Smoking and Healthf the federal Department of National Health and Welfare

(November 25 and 26, 1963), the House of Commons Standing Committee on
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Health, Welfare and Social Affairs (May 1969), the National Association of
Tobacco and Confectionery Distributors Convention (October 1969), federal
Legislative Committees (including in November 1987 and January 1988) and the

House of Commons Standing Committee on Health (December 1996)

Meetings with federal Minister of Health Marc Lalonde (April 1973), with Health
and Protection Binch (March 1978), federal Minister of Health and Welfare
Monique Bégin (April 1978), with officials of the federal Department of Health
and Welfare (February 1979), with the Assistant Deputy federal Minister of
Health and Welfare Dr. A.B. Morrison (March 1981) and with federal Minister of

Health and Welfare Jake Epp (September 1986)

Annual Reports (including the 1959, 1961, 1967 and 1968 Annual Reports for

Imperial Tobacco Canada Limited)

Public and media statements to Canadian newspapers and on rial@rsion
(including CBC television (December 1969) and in the Toronto Daily Star (June

1971))

Publications (including on the topics of smoking and health, "habit or addiction"

and environmental tobacco smoke)

British American Tobacco p.l.c.'s website relating to environmental tobacco

smoke

Advertising, marketing and promotional campaigns
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Conduct in furtherance of the conspiracy or concerted action as particularized in

Part IV below.

101. The misrepresentations by the Rothmans Group in Canada were continuous and were

made through a variety of means, including:

Presentations to the Canadian Medical Association (May 1963), the Conference
on Smoking and Health of the federal Department of National Health and Welfare
(November 25 and 26, 1963), the House of Comnftasnding Committee on
Health, Welfare and Social Affairs (May 1969) and the National Association of

Tobacco and Confectionery Distributors Convention (October 1969)

Meetings with federal Minister of Health Marc Lalonde (April 1973), with Health
and Protection Branch (March 1978), federal Minister of Health and Welfare
Monique Bégin (April 1978), with officials of the federal Department of Health
and Welfare (February 1979) and with the Assistant Deputy federal Minister of

Health and Welfare Dr. A.B. Morrison (March 1981)

Full-page advertising in Canadian newspapers promoting smoking as safe and

pledging to impart "vital information" as soon as available

Public and media statements to Canadian newspapers and on national television,
(including in the Torontdaily Star (September 1962, June 1969) and in the

Globe and Mail (June 1967))

Conduct in furtherance of the conspiracy or concerted action as particularized in

Part IV below.



153
- 40 -
102. Since 1963, the Canadian Tobacco Manufacturers' Council's misrepresentatiens hav

been continuous and have been made through a variety of means including:

I.  Presentations, including the 1963 presentation to the Canadian Medical
Association, the 1963 presentation to the federal Department of National Health
and Welfare, the 1969 presentation to the House of Commons Standing
Committee on Health, Welfare and Social Affairs, the 1969 presentation to the
National Association of Tobacco and Confectionery Distributors Convention and

the 1987 and 1988 presentations to federal Legislative Coeait

ii. Meetings with the federal Department of National Health and Welfare, the

purpose of which was to oppose and delay regulatory measures

iii.  Position papers

iv.  Public statements characterizing warnings as misstatements and exaggerations of
the scientific evidece, and representing environmental tobacco smoke as a

symptom of inadequate ventilation in buildings

v. Conduct in furtherance of the conspiracy or concerted action as particularized in

Part IV below.

(i) Suppression and Concealment of Scientific and Medical Dat

103. From 1950, the Defendants have suppressed and concealed scientific and medical data
which revealed the serious health risks of smoking and exposure to cigarette smoke. Each
Group had policies in accordance with which the Defendants have withheld, altered

destroyed research on addiction and disease causation.
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104. Particulars of this suppression of scientific and medical data and research by the Philip

Morris Group include:

I.  Agreeing with British American Tobacco (Investments) Limited and the RJR
Group to suppress scientific and medical findings relating to work that was

funded at Harrogate, U.K. (1965 and 1966)

ii.  Destroying unfavourable smoking and health data generated by external research

funded by the Philip Morris Group

ii.  Closing of research laboratoriasd destroying related scientific information

iv.  Withdrawing internal research relating to nicotine from peer review

v. Destroying internal research relating to nicotine

vi.  Prohibiting research designed to develop new tests for carcinogenicity, to relate

human disease and smoking and to show the additive effect of smoking

vii.  Establishing INBIFO, a facility in Europe where unfavourable research was
destroyed
viii. ~ Participating in ICOSI's total embargo of all research relating to the

pharmacology of nicotine in concert with the other Groups.

105. Particulars of this suppression of scientific and medical data by the RJR Group include:

I.  Agreeing with British American Tobacco (Investments) Limited and the Philip
Morris Group to suppress scientific and medical findings relatingot& what was

funded at Harrogate, U.K. (1965 and 1966)
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Ceasing research on the effects of smoke because of its potential bearing on

product liability

Removing 150 boxes of smoking and health materials from the R.J. Reynolds

Tobacco Company libraries in Winston-Salem, North Carolina

Imposing restrictions on the use of terms, including "drug,” "marketing" and

"dependency,"” in scientific studies

Destroying research relating to the biological activity of Camel cigarettes

Invalidating and destroying research reports

Terminating and destroying research associated with R.J. Reynolds Tobacco

Company's "The Mouse House" experiments

Participating in ICOSI's total embargo of all research relating to the

pharmacology of nicotine in concert with the other Groups.

106. Paticulars of this suppression of scientific and medical data by the BAT Group include:

Agreeing with the Philip Morris and RJR Groups to suppress scientific and
medical findings relating to work that was funded at Harrogate, U.K. (1965 and

1966)

Agreeing with the Rothmans Group to suppress research relating to carbon

monoxide and smoke intake

Implementing a policy with Imperial Tobacco Canada Limited to avoid written

documentation on issues relating to smoking and health
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iv.  Agreeing within the BAT Group nobtpublish or circulate research in the areas
of smoke inhalation and smoker compensation and to keep all research on

sidestream activity and other product design features within the BAT Group

v. Directing that certain research reports in Canada be destrb§@d)(

vi.  Suppressing information and developments relating to potentially safer products

vii.  Participating in ICOSI's total embargo of all research relating to the

pharmacology of nicotine in concert with the other Groups.

107. Particulars of this suppression of scientific and medical data by the Rothmans Group

include:

I.  Agreeing with British American Tobacco (Investments) Limited to suppress

research relating to carbon monoxide and smoke intake

ii. Participating in ICOSI's total embargo of all research relating to the

pharmacology of nicotine in concert with the other Groups.

108. Particulars of the Canadian Tobacco Manufacturers' Council's suppression of scientific

and medical data include:

I.  Refusing to approve and fund research where there was a concern that the results

could be adverse to the tobacco industry

ii.  Sponsoring studies only where there was no likelihood that the results could be

harmful to the tobacco industry.
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Misleading Campaigns to Enhance Their Own Credibility

From 1950, the Defendants have participated in misleading campaigns to enhance their
own credibility and to diminish the credibility of health authorities and-ambking
groups for the purposes of reassuring smokers that cigarettes were not as dangerous as

authorities were saying and of maintaining the acatceptability of smoking.

The misleading campaigns were at least-pranged: (a) public denials as to the harmful
effects of smoking and the calls for more research (while concealing research findings
and suppressing further research); and (b) imeigimg misleading campaigns designed
to reassure smokers which (as described in paragraphs 98 to 102) included advertising
campaigns and numerous public statements relating both to cigarette smoking and

exposure to cigarette smoke.

Misrepresentations Rehting to Filtered, "Mild,” "Low Tar" and "Light"

Cigarettes

Beginning in the 1960s, the Defendants have wrongfully promoted filtered, “mild,” “low
tar” and “light” cigarettes to the public and government agencies, including the federal
government and the federal Department of Health and Welfare, with the purpose of
deceiving the public and these agencies into believing that these cigarettes were healthier

and safer.

From the 1960s, the Defendants have known that filtered, “mild,” “low tar” and “light”
cigarettes were not healthier or safer because smokers would compensate by increasing

their inhalation of smoke to obtain as much or more nicotine.
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113. The Defendants have also misled the public by linking a healthy image and lifestyle to
filtered, “mild,” “low tar” and “light” cigarettes. In this way, the Defendants have
reassured the public and furthered their campaign of misrepresentation. The tobacco
industry's research confirmed that smokers and the public mistakenly believed that

filtered, “mild,” “low tar” and “light” cigarettes meant healthier or safer cigarettes.

114. Particulars of the Defendants' research are as follows:

I.  The Philip Morris Group's research confirmed that smokers develop a daily
nicotine intake quota and that when smoking a cigarette lowecotine delivery
than their regular cigarettes, smokers will adjust their smoking patterns to obtain

their normal nicotine intake.

ii.  The RJR Group's research confirmed that smokers will subconsciously adjust
their intake volume and frequency, and smoking frequency, to obtain and
maintain their hourly and daily requirements of nicotine. The RJR Group also
knew that "low tar, low nicotine" cigarettes did not offer a health advantage

compared to regular filter cigarettes.

iii.  The BAT Group's research confiesh that smokers must maintain a threshold
amount of nicotine. BAT Group scientists found that when nicotine content was
reduced, smokers would adjust their smoking patterns to obtain their threshold
nicotine intake. These scientists also found that smokers would obtain a tar yield
proportionately higher than that which the cigarette was designed to produce and

could more than double the amount of nicotine intake reported in league tables.
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iv.  The Rothmans Group possessed research which confirmed that veneoker
changes to a brand of cigarette with purportedly lower delivery of nicotine the

smoker will compensate by increasing inhalation of tar and carbon monoxide.

(v) Campaigns to Increase Smoking Rates Among Women

115. From 1950, the Defendants have engaged iceitfal advertising, marketing and

promotional campaigns to increase smoking rates among women.

116. The Defendants have advertised, marketed and promoted their cigarettes to women as
being reasonably healthy and safe, both expressly, through public statements including
denials that cigarettes are harmful, and impliedly, through campaigns which equate

smoking cigarettes with physical activities and a healthy lifestyle.

117. Each of the four Groups has targeted women as smokers and as potential smokers
through adertising and branding campaigns. In Saskatchewan, and throughout Canada,
brands targeted at women include the Philip Morris Grotieslboro Lights and
Virginia Slims the RJR Group'€ontessaandContessa Slimghe BAT Group'dMatinee
Matinee SlimsMatinee Special MilchkndMatinee Extra Mild and the Rothmans Group's

Craven "A" Superslims

B. Failure to Warn

118. At all material times, the Defendants knew or ought to have known that their cigarettes
were addictive and could cause or contribute to diseaseall Ahaterial times, the
Defendants owed a duty to persons in Saskatchewan to warn of the risks of smoking,

being addiction and disease. As Manufacturers, the Defendants have owed a duty to
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persons in Saskatchewan as consumers of cigarettes and as persons who would be

exposed to cigarette and tobacco smoke.

As described below, from 1950, the Defendants have breached this duty, thereby
committing tobaccaelated wrongs. As a result of these tobawtated wrongs, persons

in Saskatchewan started or continued to smoke cigarettes or were exposed to cigarette
smoke from cigarettes manufactured and promoted by the Defendants and suffered

tobaccerelated disease and an increased risk of tobselated disease.

Beginning in 1950, the Defendants breached their duty by failing to provide any warning,

or any adequate warning after 1972, of:

(@) the risk of tobaccaelated disease or

(b) the risk of addiction to the nicotine contained in their cigarettes.

Any warnings that were provided were inadequate and ineffectitrat they:

(@) failed to warn of the actual and known risks

(b) failed to give smokers, prospective smokers, and the public a true indication of

the risks

(© were introduced for the purpose of delaying more accurate government mandated

warnings

(d)  were combined with marketing plans and campaigns designed to reassure smokers

(e) failed to make clear, credible, complete and current disclosure of the harmful

substances in their cigarettes.
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From 1950, the Defendants have breached their duty to warn by wrongfully engaging in
advertising, marketing, promotional and public relations activities to neutralize or negate
the effectiveness of warnings on cigarette packaging and of warnings and advertising by
governments and other agencies concerned with public health. These actiwitide

the campaigns to reassure the public and governments, all as previously described.

From 1950, the Defendants have breached their duty to warn by misinforming and
misleading the public about the risks of smoking and of exposure to cigarette, stmoke

particularized in paragraphs 95-102.

From 1950, the Defendants have breached their duty to warn by selectively promoting
and publicising misleading research to create doubt and controversy regarding the risks of
smoking and of exposure to cigarette smoke. This selective promotion and publication of
misleading research was facilitated, in part, by the Defendants' creation of tobacco
organizations, as particularized in paragraphs-1%/4, and the Canadian tobacco

Manufacturers' Council, and by presentations made by the Lead Companies to the public.

From 1950, the Defendants have breached their duty to warn by suppressing and
concealing information regarding the risks of smoking and of exposure to cigarette

smoke, as particularized in paragraphs 103 to 108.

From 1950, the Defendants have breached their duty to warn children and adolescents.
The Defendants knew or ought to have known that children (under the age of 13) and
adolescents (between the ages of 13 and 18) in Saskatchewan either were smoking or
might start smoking. Despite their knowledge, the Defendants failed to praidengs

sufficient to inform children and adolescents of the risks. The Defendants wrongfully
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directed advertising, marketing and promotional material to children and adolescents who

were unable to make informed decisions about smoking.

Promotion of Cigarettes to Children and Adolescents

At all material times, the Defendants have owed a duty to children and adolescents in
Saskatchewan to take all reasonable measures to ptegenfrom starting or continuing

to smoke.

As described below, from 1950, the Defendants have breached this duty and have thereby
committed tobaccoelated wrongs. As a result of these tobawtated wrongs, children

and adolescents in Saskatchewaartstl or continued to smoke cigarettes or were
exposed to cigarette smoke from cigarettes manufactured and promoted by the
Defendants and suffered tobaaedated disease and an increased risk of tobesated

disease.

The Defendants' own research reedalhat the vast majority of smokers start to smoke
and become addicted before they are 19 years of age. The Defendants were also aware

that children and adolescents are unable to make informed decisions about smoking.

From 1950, the Defendants knew or ought to have known that children and adolescents in
Saskatchewan were smoking or might start to smoke and that it was contrary to law,
including the 1908 obacco Restraint A¢Canada), th&obacco Sales to Young Persons
Act (Canada) and the 1996bacco At(Canada), and public policy, to sell cigarettes to

children and adolescents or to promote smoking by such persons.
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From 1950, the Defendants knew or ought to have known that children and adolescents in
Saskatchewan who smoked cigarettes would becometaddind would suffer tobacco

related disease.

From 1950, the Defendants have failed to take any reasonable and effective measures to
prevent children and adolescents from starting or continuing to smoke. Instead, the
Defendants have effectively done theposite: they have targeted children and
adolescents in their advertising, promotional and marketing activities; they have
advertised in publications accessed by children and adolescents; they have marketed
cigarettes for sale in places frequented by chridand adolescents; and they have

engaged in marketing campaigns directed at children and adolescents.

These activities were undertaken to induce children and adolescents in Saskatchewan to
start or continue to smoke and to undermine government w@satand legislation
(including that set out in paragraph 130) aimed at preventing children and adolescents in

Saskatchewan from starting or continuing to smoke.

In particular:

(@) The Philip Morris Group targeted youth as a means to both attract new smokers
and develop those smokers into a "young adult franchise" and through Rothmans,
Benson & Hedges Inc., undermined efforts to curb youth smoking by sponsoring

youth-oriented and youth-appealing activities for the promotion of their brands.

(b)  The RJIR Group recognized the importance of imagery for the youth market and

developed marketing criteria (including the use of cartoons and celebrities) and
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specific brands it believed would assist in obtaining and maintaining the youth

marketing position.

(© The BAT Grouptargeted what it described as "starters", that is, children and
adolescents, by studying their smoking habits and adopting advertising strategies

which focused on youth-oriented and yoatbipealing activities.

(d) The Rothmans Group targeted youth and undermined efforts to curb youth
smoking by sponsoring youttriented and youtlappealing activities for the

promotion of their brands in Canada.

Negligent Design and Manufacture

At all material times, the Defendants have owed a duty to design and manugacture
reasonably safe product and a duty to take all reasonable measures to eliminate,

minimize, or reduce the risks of smoking the cigarettes they manufactured and promoted.

As described below, since 1950, the Defendants have breached these duties iy failing
design a reasonably safe produca product that is not addictive and does not cause
disease- and by failing to take all reasonable measures to eliminate, minimize, or reduce
the risks of smoking. In breaching these duties, the Defendants havetthrtobacce

related wrongs.

As a result of these tobacecelated wrongs, persons in Saskatchewan started or continued
to smoke cigarettes or were exposed to cigarette smoke from cigarettes manufactured and
promoted by the Defendants and suffered tobaetated disease and an increased risk of

tobaccerelated disease.
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From the 1960s, the Defendants have halted research and development of alternative
products because of concerns that such products would imply that cigarettes were unsafe.
As describedn paragraph 105, the RJR Group stopped work on the alleged positive
effects of smoke due to concerns about product liability. As described in paragraph 106,
through its control of Imperial Tobacco Canada Limited, B.A.T Industries p.l.c.
suppressed information relating to potentially safer products because of the negative

implications for cigarettes.

From the 1960s, the Defendants have increased the risks of smoking by manipulating the

level and bicavailability of nicotine in their cigarettes, particidarf which include:

(@) blending of tobacco

(b) adding nicotine or substances containing nicotine

(c) increasing the pH level to increase the rate of nicotine intake into the body

(d) introducing substances, such as ammonia and menthol, to enhance -the bio
availability of nicotine to smokers or to compensate for the variability in the

nicotine content

(e) such further and other activities known to the Defendants.

From the 1960s, the Defendants have increased the risks of smoking by adding to their
cigarettes ineffective filtar and by misleading the public and government agencies,

including the federal government and the federal Department of Health and Welfare, that
these filters made smoking safer. At all material times, the Defendants have known that

smokers compensated ftire filters by increasing their inhalation and by adopting other
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means to increase the assimilation of smoke into their lungs. The Defendants have
known that the design of these filters resulted in a larger dose of nicotine to be inhaled by

the smoker.

From the 1960s, the Defendants have designed and manufactured filtered, “mild,” “low
tar” and “light” cigarettes which they promoted as healthier than regular cigarettes, with
knowledge that this was not the case. The Defendants have misled the pulibkinlgy

a healthy image to a low tarlow nicotine cigarette through the use of descriptors and
the portrayal of filtered, "mild," "low tar" and "light" cigarettes in the context of a

lifestyle or activities that misrepresented smoking and health.

These filtered, "mild," "low tar" and "light" cigarettes were designed and manufactured
notwithstanding the Defendants' own research and knowledge. In particular, the BAT
Group's research confirmed that smokers and the public mistakenly believed that "light"
or "low tar" meant a healthier cigarette and Imperial Tobacco Canada Limited marketed
its brands, including/ledallion, in a manner designed to reinforce the public's perception
that the lower the tar, the safer the cigarette. The Philip Morris Growggsrch
confirmed that smokers mistakenly believed that low delivery was healthy and that the
public's positive perception of filtration was more important than the filtration's actual
effectiveness. Rothmans, Benson & Hedges Inc. marketed its branddjrig&enson

& HedgesLights in a manner designed to reinforce the public's perception that the lower
the tar, the safer the cigarette. The RJR Group's research confirmed that younger people
believed "mild," "low tar" and "light" cigarettes to be morealtiey and JTAMacdonald

Corp. marketed its brands, includiMpantage in a manner designed to reinforce the

public's perception that the lower the tar, the safer the cigarette.
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Breaches of Other Common Law, Equitable and Statutory Duties and Obligations

The Defendants, in their role as Manufacturers of cigarettes for human use and
consumption, were under legal, equitable and statutory duties and obligations to ensure
that their cigarettes were reasonably safe, and they expressly or impliedly warranted that
their cigarettes were reasonably safe. In particular, from 1950, the Defendants advertised
and promoted their cigarettes as being reasonably safe, both expressly, through public
statements including denials that they are harmful, and impliedly, thrcamgpaigns

which related cigarettes to a healthy lifestyle and physical activities. The Defendants also

have repeatedly proclaimed to be interested in the health anbeuslj of smokers.

Knowing that cigarettes are addictive and cause and contribute to disease, from 1950, the
Defendants inflicted harm on persons in Saskatchewan by manufacturing, promoting and

selling cigarettes for profit and in disregard of public health.

From 1950, the Defendants engaged in unconscionable acts or practices and ekploited t
vulnerabilities of children and adolescents, and persons addicted to nicotine, particulars

of which include:

€)) manipulating the level and bevailability of nicotine in their cigarettes,

particulars of which include:

I. sponsoring or engaging in selective breeding or genetic engineering of
tobacco plants to produce a tobacco plant containing increased levels of

nicotine

. deliberately increasing the level of nicotine through blending of tobaccos
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iii. deliberately increasing the level of nicotine by adding nicotin®ther

substances containing nicotine

2 adding ammonia and menthol

adding ineffective filters to cigarettes and misleading the public into believing

these filters made smoking safer

failing to disclose to consumers the risks inherent in smoking, thoag te

risks of disease and addiction

engaging in marketing, promotional and public relations activities to neutralize or

negate the effectiveness of safety warnings provided to the public

suppressing or concealing scientific and medical information regatde risks

of smoking and of exposure to cigarette smoke

marketing and promoting smoking in a manner designed to mislead the public
into believing that cigarettes have performance characteristics, ingredients, uses,

benefits and approval that they did not have

using innuendo, exaggeration and ambiguity to misinform and mislead the public
about the risks of smoking and of exposure to cigarette smoke by

mischaracterizing any health concerns relating to smoking and exposure to smoke
or attempts at regulatio as unproven, controversial, extremist and an

infringement of liberty or authoritarian

failing to take any reasonable measures to prevent children and adolescents from

starting or continuing to smoke
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0] targeting children and adolescents in their advertising, promotional and marketing
activities for the purpose of inducing children and adolescents to start smoking or

to continue to smoke

0) manufacturing, marketing, distributing and selling cigarettes which they knew or
ought to have known are unjustifiably hazardous in that they are addictive and

cause or contribute to disease and death

(k) misrepresenting that:

I. smoking has not been shown to cause any known diseases

il. there is no medical or scientific link between smoking and disease

iii. they were not aware of any resdgror any credible research, establishing

a link between smoking and disease

2 environmental and genetic factors are to blame for many diseases rather

than smoking

V. cigarettes are not addictive

Vi. smoking is merely a habit or custom, not an addiction
Vil. they have not manipulated nicotine levels
viii. they have not included substances in their cigarettes designed to increase

the bioavailability of nicotine
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IX. certain of their cigarettes, such as filtered, "mild," "low tar" and "light"

brands, are safer than other cigasette

X. machine measurements of tar and nicotine are representative of actual

intake
Xi. smoking is consistent with a healthy lifestyle
Xii. smoking is not harmful to health
Xiii. exposure to cigarette smoke is not harmful to health

Xiv. smoking and exposure to cigarette smoke are not a serious health risk

XV. they are interested in health and well-being of smokers.

()] failing to correct statements regarding the risks of smoking which they knew were
incomplete or inaccurate, thereby misrepresenting the risks of smoking by

omission or silace

(m)  misrepresenting the characteristics of their cigarettes without proper testing,

investigation or research concerning:

i the risk of disease

ii. the risk of addiction to nicotine

iii. the feasibility of eliminating or minimizing these risks
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(n) misrepresenting as safproducts, cigarettes with filters, and "mild," "low tar" or
"low nicotine" tobacco, which adequate and proper testing would have revealed

were ineffective to safeguard the health of smokers

(o) failing to make clear, credible, complete and current disclos@irthe risks

inherent in smoking their cigarettes

(p) misleading the public about the risks of smoking and of exposure to cigarette

smoke

(9) deliberately and unconscionably discrediting various testing and research which

showed a link between smoking and disesas® addiction

n such further and other activities known to the Defendants.

The Defendants breached their legal, equitable and statutory duties and obligations,
provincially and federally, including the provisions Glombines Investigation Act,
R.S.C. 1952 (supp.), chapter 314 as amended b@rihenal Law Amendment AcS.C.
196869, chapter 38 and amendments thereto (and in particular, section 33D) and
subsequently th€ompetition ActR.S.C. 1985, chapter-84 and amendments thereto
(and in particular, section 74.01), the 190shacco Restraint A¢Canada), th&obacco

Sales to Young Persons A€lanada) and the 199bbacco Ac{Canada), and statutory

and regulatory obligations in the province of Saskatchewan.

As a result of these tobaccelated wromgs, persons in Saskatchewan started or continued
to smoke cigarettes or were exposed to cigarette smoke from cigarettes manufactured and
promoted by the Defendants and suffered tobaetaded disease and increased risk of

such disease.
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IV.  CONSPIRACY AND CONCERT OF ACTION IN COMMITTING TOBACCO -

RELATED WRONGS

A. Role of the Lead Companies

148. At various times beginning in 1953 and continuing to the present, in response to reports
in medical and other publications linking smoking and disease, the Defendants conspired
or acted in concert to prevent the Government of Saskatchewan and persons in
Saskatchewan and other jurisdictions from acquiring knowledge of the harmful and
addictive properties of cigarettes in circumstances where they knew or ought to have

known that their actions would cause increased health care costs (the "Conspiracy").

149. The Lead Companies of the Philip Morris, RJIR, BAT and Rothmans Groups were acting
throughout on their own behalf and on behalf of their respective Groups. As
particularized below, the Conspiracy was renewed at numerous meetings and through

various campaigns and policies, all of which are known to the Defendants.

(vi)  The Industry Conspiracy is Hatched

150. The Conspiracy or concert of action secretly originated in 1953 and earlyril@Skries
of meetings and communications among Philip Morris U.S.A. Inc., R.J. Reynolds
Tobacco Company, Brown & Williamson Tobacco Corporation (in its own capacity and
as agent for British American Tobacco (Investments) Limited), American Tobacco
Company Lorillard Tobacco Company and the public relations firm, Hill & Knowlton.
At least two of these meetings were held at the Plaza Hotel in New York on December 15

and 28, 1953. These companies agreed to:
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(@) jointly disseminate false and misleading informaticegarding the risks of

smoking

(b) make no statement or admission that smoking caused disease

(© orchestrate a public relations program on smoking and health issues with the

object of:

I. promoting cigarettes

. protecting cigarettes from attack based upon heakh ris

iii. reassuring the public that smoking was not hazardous (sometimes referred

to as the campaign of reassurance).

Use of Research Organizations in Furtherance of the Conspiracy

Between late 1953 and the early 1960s, the Lead Companies of each of the Groups
formed or joined several research organizations including the Tobacco Industry Research
Council (the "TIRC", renamed the Council for Tobacco Research in 1964, both referred
to herein as TIRC), the Centre for Operation in Scientific Research Relative to
Tobacco ("CORESTA"), the Tobacco Manufacturers' Standing Committee (the "TMSC",
renamed the Tobacco Research Council in 1963 and renamed the Tobacco Advisory
Council in 1978, collectively referred to herein as TMSC) and Verband der

Cigarettenindustrie ("Vé&and").

The Lead Companies publicly misrepresented that they, or members of their respective
Groups, along with the TIRC, CORESTA, TMSC and Verband, would objectively

conduct research and gather data concerning the link between smoking and disease and
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would publicize the results of this research throughout the world. Particulars of these

misrepresentations are within the knowledge of the Defendants but include:

Vi.

Vil.

The issuance of the TIRC's 1954 "Frank Statement to Cigarette Smokers" which

receivedcoveragen the Canadian press

Statements made to the Canadian Medical Association in May 1963

November 25826, 1963 presentation to the Conference on Smoking and Health of

the federal Department of National Health and Welfare

May 1969 presentation to the HouseGaimmons Standing Committee on Health,

Welfare and Social Affairs

Statements to the national press and news organizations in Canada

Communications through the Canadian Tobacco Manufacturers' Council in

Canada, including to the federal Department of Health and Welfare

As to British American Tobacco p.l.c. and the Philip Morris Group in particular,

misleading statements on environmental tobacco smoke.

From 1953, the Lead Companies conspired with the TIRC, CORESTA, TMSC and

Verband to distort the research andoublicize misleading information to undermine the

truth about the link between smoking and disease. The Defendants misled the public and

the Government of Saskatchewan, into believing that there was a medical or scientific

controversy about whether smoking is addictive and causes disease. The Defendants’

position and policy has been that causation remains an "open question." As described
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below, this policy was enforced through ICOSI and the Canadian Tobacco

Manufacturers' Council.

In 1963 and 1964 thLead Companies and the Defendants agreed-twdioate their

research with research conducted by the TIRC in the United States, for the purpose of
suppressing any findings which might indicate that cigarettes are harmful and dangerous.
In particular, the Lead Companies contributed to research and vetted and selected the

persons who were to conduct such research.

In April and September 1963, the Lead Companies, and in particular, British American
Tobacco (Investments) Limited, through its agent BrownWdlliamson Tobacco
Corporation, and Imperial Tobacco Canada Limited, Philip Morris U.S.A. Inc. and R.J.
Reynolds Tobacco Company, together with TIRC and Hill & Knowlton, agreed to
develop a public relations campaign to counter the Royal College of Physicians Report in
England, the forthcoming Surgeon General's Report in the United States and a Report of
the Canadian Medical Association in Canada, for the purpose of misleading smokers that
their health would not be endangered by smoking cigarettes. Thig palations
campaign was part of the broader ongoing public relations campaign which continues to

the present to reassure the public and to suppress information.

In September 1963 in New York, the Lead Companies agreed that they would not issue
warnings about the link between smoking and disease unless and until they were forced

to do so by government action.

The Lead Companies further agreed that they would suppress and conceal information

concerning the harmful effects of cigarettes and risks afksrg, including research
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funded by British American Tobacco (Investments) Limited at Harrogate Labs in
England. In particular, the Lead Companies agreed to suppress and conceal all
information which confirmed scientific work on the carcinogenicity ofatmm smoke
condensate, and to avoid reference to nicotine, nicotine dependence and nicotine

pharmacology in the development of research proposals.

Operation Berkshire and the Establishment of ICOSI

By the mid1970s, the Lead Companies of the Philip Morris, RJR, BAT and Rothmans
Groups decided that an increased international misinformation campaign ("Operation
Berkshire") was required to mislead smokers and potential smokers and to protect the
interests of the tobacco industry, for fear that any admissaaisng to the link between
smoking and disease could lead to a “domino effect” to the detriment of the industry

world-wide.

Through Operation Berkshire, the Defendants further advanced their campaign of
misinformation. Operation Berkshire was aime@ahada and other major markets and
led by both the Philip Morris Group in concert with the Rothmans Group and the BAT

Group.

Operation Berkshire was implemented as a scheme among the Defendants. This scheme
involved an agreement among the Defendants not to make concessions voluntarily and to
oppose, through legal or other means, the imposition ofsamdking legislation. The

Defendants also agreed not to concede that adverse health effects had been linked to
smoking and, instead, agreed to create "controversy" concerning any research or studies

suggesting otherwise.
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In June, 1977, Philip Morris U.S.A. Inc., R.J. Reynolds Tobacco Company, British
American Tobacco (Investments) Limited, B.A.T Industries p.l.c. and Rothmans
International, as Lead Companies of each of the four Groups and acting on behalf of the

members of those Groups, met in England to establish ICOSI.

The primary objective of ICOSI was to implement the Conspiracy. The smoking and

health scheme denying the relationship between smoking and disease was directed at
major international markets, including Canada. This scheme included an agreement by
all members that the issue of causation remains controversial and unresolved and that

warning notices would be strenuously resisted with all meatheir disposal.

On June 2 and 3, 1977 and November 11 and 12, 1977, the founding members of ICOSI,
including Philip Morris U.S.A. Inc., the R.J. Reynolds Tobacco Company, British
American Tobacco (Investments) Limited, B.A.T Industries p.l.c. andhrRans
International, adopted a position paper and then a revised version thereof, developed
jointly by the BAT and Philip Morris Groups. The position paper and the revised version
required that the tobacco industry as a whole take the position thatwhgrénedical

controversy" regarding the relationship between smoking and disease.

Through ICOSI, the Defendants resisted attempts by governments to provide warnings
about smoking and disease and sought to attribute warnings to governments. In

furtherane of the Conspiracy, all of the Defendants pledged to:

(@ jointly disseminate false and misleading information regarding the risks of

smoking

(b) make no statement or admission that smoking caused disease
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(© suppress research regarding the risks of smoking

(d) resist ggernment attempts to restrict advertising, sponsorship and smoking in

public places

(e) not compete with each other by making health claims with respect to their
cigarettes- in other words, not advertise "safer" cigaretteand thereby avoid

direct or indirect admissions about the risks of smoking

() attribute quotes on smoking and health to "appropriatd @@&I| sources”

(9) participate in a public relations program on smoking and health issues with the
object of promoting cigarettes, protecting cigarettes friack based upon health
risks, and reassuring smokers, the public and authorities in Saskatchewan and

other jurisdictions that smoking was not hazardous.

165. In and after 1977 the members of ICOSI, including the Lead Companies of each of the

Groups, in furtherance of the Conspiracy, agreed orally and in writing, to ensure that:

(@) the members of their respective Groups, including those in Canada, would act in
accordance with the ICOSI position on smoking and health (as described in
paragraph 164), including the decision to mislead the public about the link

between smoking and disease

(b) initiatives pursuant to the ICOSI positions would be carried out, whenever
possible, by national manufacturers’ associations (“NMAs”) including, in Canada,
the Canadian Tobacco Manufacturers' Council, to ensure compliance in the

various tobacco markets worldwide
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(c) when it was not possible for NMAs to carry out ICOSI's initiatives they would be
carried out by the members of the Lead Companies' Groups or by the Lead

Companies themselves

(d) ther subsidiary companies would, when required, suspend or subvert their local
or national interests in order to assist in the preservation and growth of the

tobacco industry as a whole.

In 1980, ICOSI was renamed the International Tobacco Information Ceertee
International d'Information du TabadNFOTAB. In 1992, INFOTAB changed its name

to the Tobacco Documentation Centre ("TDC") (ICOSI, INFOTAB and TDC are referred

to collectively as ICOSI). The objectives of ICOSI have remained the same
notwithseinding these name changes and the Defendants maintained and have continued

their Conspiracy to commit tobaccelated wrongs.

ICOSI and the Canadian Tobacco Manufacturers' Council

At all times from 1977 onward, the policies of ICOSI were identical tgdteies of the
NMAs, including the Canadian Tobacco Manufacturers' Council, and were presented as
the policies and positions of the NMAs, including the Canadian Tobacco Manufacturers'
Council and its member companies, so as to conceal from the publidrand
governments the existence of the Conspiracy or concert of action. ICOSI organized
conferences of the NMAs, including the Canadian Tobacco Manufacturers' Council, to

ensure compliance with ICOSI initiatives.

The Lead Companies were members of tlamatlian Tobacco Manufacturers' Council

through their respective operating companies in Canada, the predecessors of the
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defendants Imperial Tobacco Canada Limited;M&atdonald Corp., Rothmans, Benson
& Hedges Inc. and Rothmans Inc. The Canadian TobaamuMcturers' Council was

an allied member of ICOSI.

In particular, the ICOSI and the Canadian Tobacco Manufacturers' Council position
papers were essentially identical in most respects and include the false and misleading

positions that:

I.  No causal relatiaship between smoking and disease exists

ii. No persuasive scientific evidence exists to support the contention that non

smokers are harmed by the tobacco smoke of others

iii.  Laws and regulations banning smoking are an unwarranted intrusion into the lives

and righs of citizens.

At all material times, the Lead Companies conspired or acted in concert to ensure that
manufacturers complied with, and did not deviate from, the official ICOSI position on the
adverse health effects of smoking. In particular, "Issuade8s" were prepared so that
ICOSI affiliates, including the Defendants in Canada, would speak with one voice on key
issues such as addiction, advertising and sponsorship, the public smoking issue, smoking
and health, social costs and warning labels. The Lead Companies instructed their
respective Group companies to conform their policies to those of ICOSI. ICOSI
developed workshops for the training of NMA personnel, including personnel of the

Canadian Tobacco Manufacturers' Council.

The Defendants congpd or acted in concert in committing the tobaoselated wrongs

particularized in Part Ill. The Defendants have continued the Conspiracy or have
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continued to act in concert to commit tobacetated wrongs. The Defendants have
continued to maintain thaheironmental tobacco smoke is not harmful, have continued
to create doubt and controversy regarding the health effects of exposure to cigarette
smoke. The Defendants also have continued to oppose, delay and negate attempts by all
levels of government, including municipal governments, and by health authorities, to
provide health warnings or to otherwise limit or control cigarette smoking and exposure

to cigarette smoke.

The Defendants’ Conspiracy or concert of action has continued for more than thisty yea
since the inception of ICOSI. Further particulars of the manner in which the Conspiracy
or concert of action was entered into and continued, and of the breaches of duty
committed in furtherance of the Conspiracy or concert of action, are within the

knowledge of the Defendants.

Conspiracy and Concerted Action in Canada

Canadian Tobacco Manufacturer's Council

In furtherance of the Conspiracy, from 1953, the Defendants conspired or acted in
concert with one another and within each Group to prevent the Government of
Saskatchewan and persons in Saskatchewan and other jurisdictions from acquiring
knowledge of the harmful and addictive properties of cigarettes, and to commit the
tobaccerelated wrongs described in Part Ill. The Defendants conspired or acted in
concert in circumstances where they knew or ought to have known that harm and health
care costs would result from acts done in furtherance of the Conspiracy or concert of

action.
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174. The Conspiracy or concert of action was continued in Canada when:

(@)

(b)

(€)

(d)

In 1962,Rothmans Inc., JTMacdonald Corp., Rothmans, Benson & Hedges Inc.
and Imperial Tobacco Canada Limited secretly agreed not to compete with each
other by making health claims with respect to their cigarettes so as to avoid any

admission, directly or indirectly, concerning the risks of smoking.

In 1963, Rothmans Inc., FMacdonald Corp., Rothmans, Benson & Hedges Inc.
and Imperial Tobacco Canada Limited misrepresented to the Canadian Medical

Association that there was no causal connection between smokinisaase.

In 1963, Rothmans Inc., FMacdonald Corp., Rothmans, Benson & Hedges Inc.
and Imperial Tobacco Canada Limited formed the Ad Hoc Committee on
Smoking and Health (renamed the Canadian Tobacco Manufacturers' Council in
1969, incorporated as the Canadian Tobacco Manufacturers' Council in 1982 and
collectively referred to as the Canadian Tobacco Manufacturers' Council) in order
to maintain a united front on smoking and health issues and to respond to what the

Defendants viewed as an increasingbgal anti-tobacco lobby.

In May 1969, Rothmans Inc., JTI-Macdonald Corp., Rothmans, Benson & Hedges
Inc. and Imperial Tobacco Canada Limited, through the Canadian Tobacco
Manufacturers' Council, misrepresented to the House of Commons, Standing
Committeeon Health, Welfare and Social Affairs, that there was no causal

connection between smoking and disease.
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(e) The Lead Companies of each of the Groups recruited, approved and coordinated

the withesses who presented the positions and misrepresentations ah#utag

tobacco industry.

Upon its formation in 1963 and at all material times thereafter, the Canadian Tobacco
Manufacturers' Council provided a means and method to continue the Conspiracy or
concert of action in Canada. From its inception, the Candtaacco Manufacturers'

Council agreed, adopted and patrticipated in the Conspiracy or concert of action.

Through meetings, presentations and position papers, the Canadian Tobacco
Manufacturers' Council has maintained that smoking was not the cause disaase

and has misrepresented the risks of smoking to governments and regulatory agencies
throughout Canada. Through its misrepresentations and delay tactics, the Canadian
Tobacco Manufacturers' Council has opposed or negated government restrictibas on

tobacco industry.

In accordance with the position of the Lead Companies and its members, the Canadian
Tobacco Manufacturers' Council has maintained that smoking is not the cause of any

disease and misrepresented the risks of smoking to the Canadian pub

Since 1963, the Canadian Tobacco Manufacturers' Council haslioated with its co
Defendants and international tobacco industry associations the Canadian tobacco
industry's positions on smoking and health issues. At all material times, tiaeli@a

Tobacco Manufacturers' Council acted as agent for each ofRefemdants.

In furtherance of the Conspiracy or concert of action, the Canadian Tobacco

Manufacturers' Council:



(xi)

180.

(@)

(b)

(€)

(d)

(e)

(f)

(9)

184
-71 -

Disseminated false and misleading information regarding the risks dfirggno
including making false and misleading submissions to governments and withheld
from the federal government research relating to carbon monoxide, addiction,

smoker compensation and warnings

Refused to admit that smoking caused disease

Suppressed resesrregarding the risks of smoking

Participated in a public relations program on smoking and health issues with the
object of promoting cigarettes, protecting cigarette sales and protecting cigarettes
and smoking from attack by misrepresenting the link between smoking and

disease

Misled governments in order to delay and minimize government initiatives with

respect to smoking and health

Characterized anyone who disagreed with the Canadian tobacco industry on the

issue of smoking and health as uninformed, midgsmed or extremist

Participated in coordinated tobacco industry efforts in Canada to dismiss or

minimize the risk of exposure to smoke.

The Conspiracy in Canada Among the Groups

As to the Philip Morris Group, the means by which the Conspiracy or concert of action

was continued in relation to Canada include:

Philip Morris Conference on Smoking and Health in June 1976
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International Conference on Smoking Behaviour in November — December 1977

Conference on May 9, 1978 designed to change public opinion byodege

policies to challenge and fight arstmoking efforts

Tobacco Technology Group Meetings

Corporate Affairs World Conference

Philip Morris International Legal Conference

Philip Morris International Corporate Affairs Presentation

Meetings of the Canadial obacco Manufacturers' Council

Meetings of ICOSI

Position Papers of the Canadian Tobacco Manufacturers' Council

Direction by the Lead Companies to Rothmans, Benson & Hedges Inc. regarding
how it should vote at meetings of the Canadian Tobacco Manufacturers' Council
on issues relating to smoking and health, including the approval and funding of

research

The Canadian Tobacco Manufacturers' Council and Rothmans, Benson & Hedges

Inc. acting as agents for the Lead Companies in the Philip Morris Group

Requestsby Rothmans, Benson & Hedges Inc. to the Canadian Tobacco

Manufacturers' Council and ICOSI to respond to &otiecco campaigns
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Public statements about the Philip Morris Group's continued efforts, in concert

with the other Defendants, to present the smoking and health issue to the public

Philip Morris Group and tobacco industry meetings relating to environmental

tobacco smoke.

181. As for the RIJR Group, the means by which the Conspiracy or concert of action was

continued in relation to Canada include:

Vi.

Vil.

Hounds Ees and Sawgrass conferences

Meetings of the Canadian Tobacco Manufacturers' Council

Meetings of ICOSI and in particular, the Social Acceptability Working Party

chaired by the RJR Group

Smoking Issues Coordinator meetings

Position Papers of the Canadian Tobacco Manufacturers' Council

Direction by the Lead Companies to <Macdonald Corp. regarding how it
should vote at meetings of the Canadian Tobacco Manufacturers' Council on
issues relating to smoking and health, including the approval and funding of
reseach and the importance of maintaining the right to veto any particular

research proposal

The Canadian Tobacco Manufacturers' Council aneMEddonald Corp. acting

as agents for the Lead Companies in the RJR Group
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RJR Group and tobacco industry meetings relating to environmental tobacco

smoke.

182. As for the BAT Group, the means by which the Conspiracy or concert of action was

continued in relation to Canada include:

Vi.

Vil.

viil.

BAT Group Smoking and Health Policy Meetings, including Chairman's

Advisory Conferences and BAT Group Smoking Behaviour Conferences

Smoker Reassurance Campaigns, including Project Viking and the September

1976 campaign

BAT Group document destruction meetings, including on January 8, 1990, June

21-22, 1990, August 1990 and September 1991

Imperial Tdacco Canada Limited's retention of Hill & Knowlton in 1962 to

combat certain Health Canada information

Meetings of the Canadian Tobacco Manufacturers' Council, including those
dealing with the threshold nicotine content, procrastination in relation borcar

monoxide warnings and environmental tobacco smoke

The Canadian Tobacco Manufacturers' Council Position Papers

Meetings of ICOSI at which Imperial Tobacco Canada Limited was present or

represented

Direction by the Lead Companies to Imperial Tobaccoa@arlLimited regarding

how it should vote at meetings of the Canadian Tobacco Manufacturers' Council
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on issues relating to smoking and health, including the approval and funding of

research

ix. The Canadian Tobacco Manufacturers' Council and Imperial Tobaccad€a

Limited acting as agents for the Lead Companies in the BAT Group

X.  Direction by the Lead Companies to Imperial Tobacco Canada Limited regarding
how it should vote at meetings of the Canadian Tobacco Manufacturers' Council
on issues relating to smoking and health, including the approval and funding of

research

xi.  Provision of personnel from the Lead Companies to assist Imperial Tobacco

Canada Limited in responding to federal government inquiries

xii.  BAT Group and tobacco industry meetings relating to envirormhdnobacco

smoke.

183. As for the Rothmans Group, the means by which the Conspiracy or concert of action was

continued in relation to Canada include:

I.  November 22, 1976 meeting among the Philip Morris Group, the BAT Group and

Carreras Rothmans Limited relatirgthe smoker reassurance campaign

ii.  Meetings of ICOSI

ii.  Meetings of the Canadian Tobacco Manufacturers' Council

iv.  Position Papers of the Canadian Tobacco Manufacturers' Council
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Pooling of resources with other companies in the tobacco industry to fund studies
intended to generate data that supported the industry's position that environmental

tobacco smoke is not a health risk

Direction by Carreras Rothmans Limited to Rothmans Inc. regarding how it
should vote at meetings of the Canadian Tobacco Manufacturers' Council on
issues relating to smoking and health, including the approval and funding of

research

The Canadian Tobacco Manufacturers’ Council and Rothmans Inc. acting as

agents for Carreras Rothmans Limited

Rothmans Group and tobacco industry meetings relattingenvironmental

tobacco smoke.

Further particulars of the manner in which the Conspiracy or concert of action was

entered into or continued, and of the tobacdated wrongs committed by the

Defendants in furtherance and as a result of the Conspiracgnaert of action, are

within the knowledge of the Defendants.

Joint and Several Liability

The Government of Saskatchewan states that by reason of the facts pleaded, all of the

Defendants are jointly and severally liable for the Government of Saskatchewan

aggregate cost of health care benefits equal to the Defendants' combined market share in

cigarettes.
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The Government of Saskatchewan also states that by reason of the facts pleaded, the

Defendants within each Group are jointly and severally liable.

The Government of Saskatchewan pleads and relies on subsections 2(6) and 4(3) and

section 5 of the Act.

RELIEF

The Government of Saskatchewan claims against the Defendants, and each of them:

(@) Its health care expenditures attributable to tobaetaied disase or the risk of
tobaccerelated disease, for each fiscal year from 1953, the present value of which

for each year will be calculated to the date of trial.

(b) The present value of the estimated total expenditure by the Government of
Saskatchewan for health care benefits which could reasonably be expected to

result from tobaccoelated disease or the risk of tobacetated disease.

(c) costs; and

(d) such other relief as to this Honourable Court seems just.
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Bennett Jones LLP

34000ne First Canadian Place
P.O. Box 130

Toronto, Ontario M5XLA4
Telephone: (416) 863-1200
Facsimile: (416) 863-1716

Siskinds LLP
680 Waterloo Street,

P.O. Box 2520

London, Ontario M6A 3V8
Telephone: (519) 672-2121
Facsimile: (519) 672-6065

AND TO THE DEFENDANTS AT THEIR
ADDRESS FOR SERVICE

McPherson Leslie& Tyerman LLP
1500-410 22nd St E
Saskatoon SK S7K 5T6

Attention: Douglas C. Hodson, Q.C.
Facsimile: 30075-7145

Solicitor for: Rothmans, Benson & Hedges Inc. and

Rothmans Inc.

Cuelenaere, Kendall, Katzman & Watson
500-128 4th Ave S
Saskatoon SK ¥/1M8

Attention: Jay Watson
Facsimile: 30652-4171

Solicitor for: Phillip Morris U.S.A. Inc. and Altria

Group, Inc.

Kanuka Thuringer LLP
1400-2500 Victoria Ave
Regina SK S4P 3X2

Attention: James S. Ehmann

Facsimile: 306359-0590
Solicitor for: Phillip Morris International Inc.
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Farris, Vaughan, Wills & Murphy LLP
PO Box 10026, Pacific Centre South
25th Floor, 700 W Georgia St
Vancouver BC V7Y 1B3

Attention: Rob McDonell and Jeffrey Jay Kay

Facsimile: 604661-9349

Solicitor for: JTI-MacDonaldCorp., R.J. Reynolds
Tobacco Company and R.J. Reynolds Tobe
International Inc.

Olive Waller Zinkhan & Waller LLP
1000-2002 Victoria Ave
Regina SK S4P OR7

Attention: Fred Zinkhan

Facsimile: 306352-0771
Solicitor for: Imperial Tobacco Canada Lindte

Robertson Stromberg LLP
600-105 21st St E
Saskatoon SK S7K 0B3

Attention: Gary D. Young, Q.C.

Facsimile: 30652-2445
Solicitor for: British American Tobacco P.L.C.

McKercher LLP
374 3rd Ave S
Saskatoon SK S7K 1M5

Attention: John Beckman and Daid M.A. Stack

Facsimile: 308653-2669

Solicitor  for: British American Tobaccc
(Investments) Limited, B.A.T. Industries P.L.C. and
Carreras Rothmans Limited

Kuhn LLP
320-900 Howe St
Vancouver BC V6Z 2M4

Attention: Kevin L. Boonstra

Facsimile: 604684-2887

Solicitor for: Canadian Tobacco Manufacture
Councill
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THE QUEEN’S BENCH
WINNIPEG JUDICIAL CENTRE

BETWEEN:
HER MAJESTY THE QUEEN IN RIGHT OF THE PROVINCE OF MANITOBA

PLAINTIFF
- and -

ROTHMANS, BENSON & HEDGES INC., ROTHMANS INC., ALTRIA GROUP, INC.,
PHILIP MORRIS U.S.A. INC., PHILIP MORRIS INTERNATIONAL, INC., JTI-
MACDONALD CORP., RJ. REYNOLDS TOBACCO COMPANY, R.J. REYNOLDS
TOBACCO INTERNATIONAL INC., IMPERIAL TOBACCO CANADA LIMITED,
BRITISH AMERICAN TOBACCO P.L.C.,, B.A'T INDUSTRIES P.L.C., BRITISH
AMERICAN TOBACCO (INVESTMENTS) LIMITED, CARRERAS ROTHMANS
LIMITED, and CANADIAN TOBACCO MANUFACTURERS’ COUNCIL

DEFENDANTS
STATEMENT OF CLAIM
Counsel for the Plaintiff: Local Agent for Delivery:
Thompson Dorfman Sweatman LLP Thompson Dorfman Sweatman LLP
2000-201 Portage Avenue 2000-201 Portage Avenue
Winnipeg, Manitoba R3B 313 Winnipeg, Manitoba R3B 3L3
E. W. OLSON, Q.C. E. W. OLSON, Q.C.
Telephone:  (204) 934-2534 Telephone:  (204) 934-2534

Facsimile: (204) 934-0534 Facsimile: (204) 934-0534



Counsel for the Plaintiff (continued)
Bennett Jones LLP

3400-One First Canadian Place
P.O. Box 130

Toronto, Ontario M5X 1A4
JEFFREY S. LEON

Telephone: (416) 863-1200
Facsimile: (416) 863-1716

Siskinds LLP

680 Waterloo Street,

P.O. Box 2520

London, Ontario M6A 3V8
MICHAEL J. PEERLESS
Telephone: (519) 672-2121

Facsimile: (519) 672-6065
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THE QUEEN’S BENCH
WINNIPEG JUDICIAL CENTRE

BETWEEN:
HER MAJESTY THE QUEEN IN RIGHT OF THE PROVINCE OF MANITOBA

PLAINTIFF
-and -

ROTHMANS, BENSON & HEDGES INC., ROTHMANS INC., ALTRIA GROUP, INC,,
PHILIP MORRIS U.S.A. INC., PHILIP MORRIS INTERNATIONAL, INC., JTI-
MACDONALD CORP., R.J. REYNOLDS TOBACCO COMPANY, R.J. REYNOLDS
TOBACCO INTERNATIONAL INC., IMPERIAL TOBACCO CANADA LIMITED,
BRITISH AMERICAN TOBACCO P.L.C., BA.T INDUSTRIES P.L.C., BRITISH
AMERICAN TOBACCO (INVESTMENTS) LIMITED, CARRERAS ROTHMANS

LIMITED, and CANADIAN TOBACCO MANUFACTURERS’ COUNCIL
DEFENDANTS

STATEMENT OF CLAIM

TO THE DEFENDANTS

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the

plaintiff. The claim made against you is set out in the following pages.

IF YOU WISH TO DEFEND THIS PROCEEDING, you or a Manitoba lawyer
acting for you must prepare a statement of defence in Form 18A prescribed by the Queen's
Bench Rules, serve it on the plaintiff's lawyer or, where the plaintiff does not have a lawyer,
serve it on the plaintiff, and file it in this court office, WITHIN 20 DAY after this statement of

claim is served on you, if you are served in Manitoba.

If you are served in another province or territory of Canada or in the United States of
America, the period for serving and filing your statement of defence is 40 days. If you are

served outside Canada and the United States of America, the period is 60 days.
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IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE GIVEN

AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU.

IF YOU PAY THE PLAINTIFF'S CLAIM, and $300 for costs, within the time for
serving and filing your statement of defence, you may move to have this proceeding dismissed
by the court. If you believe the amount claimed for costs is excessive, you may pay the

plaintiff's claim and $300 for costs and have the costs assessed by the court.

May 31, 2012 Issued by: .t



TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

ROTHMANS, BENSON & HEDGES INC.
1500 Don Mills Road
North York, Ontario M3B 3L1

ROTHMANS INC.
1500 Don Mills Road, 9" Floor (Tax Dept.)
North York, Ontario M3B 3L1

ALTRIA GROUP, INC.
6601 West Broad Street
Richmond, Virginia 23230

PHILIP MORRIS U.S.A. INC.
6601 West Broad Street
Richmond, Virginia 23230

PHILIP MORRIS INTERNATIONAL, INC.

120 Park Avenue, No. 6
New York, New York 10017

JTI-MACDONALD CORP.
1 Robert Speck Parkway, Suite 1601
Mississauga, Ontario 1L.4Z 0A2

R.J.REYNOLDS TOBACCO COMPANY
401 North Main Street
Winston-Salem, North Carolina 27102

R.J.REYNOLDS TOBACCO INTERNATIONAL INC.

401 North Main Street
Winston-Salem, North Carolina 27101

IMPERIAL TOBACCO CANADA LIMITED

3711 St. Antoine Street West
Montreal, Quebec H4C 3P6

BRITISH AMERICAN TOBACCO P.L.C.
Globe House

4 Temple Place
London, England WC2R 2PG

B.A.T INDUSTRIES P.L.C.
Globe House

4 Temple Place

London, England WC2R 2PG
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AND TO:

AND TO:

AND TO:

BRITISH AMERICAN TOBACCO (INVESTMENTS) LIMITED
Globe House

1 Water Street

London, England WC2R 3LA

CARRERAS ROTHMANS LIMITED
Globe House

1 Water Street

London, England WC2R 3LA

CANADIAN TOBACCO MANUFACTURERS’ COUNCIL
6 Rue D'Angers
Gatineau, Quebec J8T 4K 1
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