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��	����������this version of the proposed order filed is in track changes 
(redlined or edit mode) to clearly show the Court the differences between the Government�s 

(Proposed) Final Judgment and Order filed on June 27th and the Public Health Intervenors� 
(Proposed) Final Judgment and Order, filed yesterday. 

  
 I. Definitions 

Unless otherwise specified, the following definitions shall apply to the terms used in this 

Final Judgment and Order: 

(1) �Countertop Display� means a free-standing display with a minimum height of 30 

inches and a minimum width of 18 inches that is placed on the counter at retail within the line-

of-sight of any customer who is standing in the line for the register. 

(2)  �Defendants� include Altria Group, Inc. f/k/a Philip Morris Companies, Inc. 

(�Altria�), American Tobacco Company (�American�), British American Tobacco (Investments) 

Ltd. (�BATCo�), Brown & Williamson Tobacco Company (�Brown & Williamson� or �B&W�), 

Council For Tobacco Research � U.S.A., Inc. (�CTR�), Liggett Group, Inc. (�Liggett�), Lorillard 

Tobacco Company (�Lorillard�), Philip Morris USA Inc. f/k/a Philip Morris Incorporated 

(�Philip Morris�), R.J. Reynolds Tobacco Company (�Reynolds� or �RJR�), and the Tobacco 

Institute, Inc. (�TI� or �Tobacco Institute�). 

(3) �Defendant Cigarette Manufacturers� are Defendants BATCo, Brown & 

Williamson, Liggett, Lorillard, Philip Morris, and R.J. Reynolds. 

(4)  �Direct Mail Consumer Marketing Database� means a database within which 

Defendants maintain information about individuals to whom Defendants or a third party have 

communicated by mail, internet, email, fax, telephone or other means, or intend to communicate 

in the future by mail, internet, email, fax, telephone or other means. they have sent mail in the 

past or intend to send mail in the future. The information maintained includes, for example, 

name, age, mailings sent and dates of mailings, demographic information, smoking preference, 
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and whether the individual has provided any proof of age, such as a signature or government 

issued identification. Any records of any individuals who are currently alive and are 21 years of 

age or older to whom Defendants have sent mail at any point in time shall be deemed to be 

included in this definition, even if Defendants have since moved those records to a second 

database, to an archive, or have in some other way designated them as not to receive additional 

mail. 

(5)  �Disaggregated Marketing Data� means data disaggregated � or broken down � 

by type of marketing (including sales data), brand, sub brand, geographical region (to the 

smallest level of geographic specificity maintained by each Defendant), type of promotion or 

marketing used, number of each brand of cigarette products sold, cigarettes sold, advertising in 

stores and any other category of data collected and/or maintained by or on behalf of each 

Defendant. 

(6)  �Distinguishing Flavor� means a distinguishable taste or aroma other than tobacco 

or menthol that a cigarette or its tobacco smoke imparts either prior to consumption or during 

consumption, and a cigarette or brand is also considered to have a �Distinguishing Flavor� if a 

cigarette or any component thereof is marketed or packaged as having or producing a flavor, 

taste or aroma other than tobacco or menthol. 

(7)  �Header Display� means the banner that is displayed by a retailer at the top of a 

cigarette display case, which may show a cigarette brand name, cigarette brand imagery, prices 

for cigarettes, or promotional offers to consumers. 

(8)  �Internet Document Website� means any website providing access to documents 

and other information required to be publicly accessible pursuant to Section IV.F of this Final 

Judgment and Order, either previously established or created and maintained pursuant to this 
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Section IV.F of this Final Judgment and Order. 

(9)   �Less Hazardous Cigarette,� for purposes of this Final Judgment and Order only, 

refers to any cigarette product: (1) for which a designed and intended by a Defendant defendant 

explicitly or implicitly represents directly or indirectly that the product to potentially reduce the 

adverse health effects of smoking or exposure to secondhand smoke; (2) designed and intended 

by a Defendant to be marketed with one or more express statements claiming that the cigarette 

product: (a) potentially reduces exposure of smokers or nonsmokers to specified harmful 

chemical components of cigarette smoke (�exposure reduction claim�); or (b) potentially reduces 

contains reduced levels of any component of cigarette smoke (�reduced harmful components 

claim�); or potentially reduces the adverse health effects of smoking or exposure to secondhand 

smoke (�disease reduction claim�). Cigarettes traditionally advertised as reduced in tar (�light,� 

�low tar,� �mild,� �medium,� �ultralight�) are excluded from the definition of �Less Hazardous 

Cigarette.� 

 (10)  �Motors Sports Brand Name Sponsorship� means any motor sports team, car, 

activity, event or series of events with respect to which payment (or other consideration) is made 

by or on behalf of a Defendant or an entity within a Defendant�s direction or control, in exchange 

for the association or use of a brand name with or in relation to the event or series of events. 

(11)  �Package Onsert� means a communication affixed to an individual cigarette pack 

and/or carton purchased at retail by consumers, such as a miniature brochure included beneath 

the outer cellophane wrapping or glued to the outside of the cigarette packaging. 

(12)  �Price Promotion� means marketing activity that directly or indirectly lowers the 

price of cigarettes to a customer or provides added value. Price promotion includes: retail value 

added (defined by the Federal Trade Commission (FTC) as �[a]ll expenditures and costs 
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associated with the value added to the purchase of cigarettes, including buy one get one free and 

buy one get x (promotional item) free�); promotional allowances (defined by the FTC as 

�promotional allowances paid to retailers and any other persons (other than full-time employees 

of the cigarette manufacturers) in order to facilitate the sale of any cigarette, excluding 

expenditures in connection with newspapers, magazines, outdoor, audio-visual, transit, and direct 

mail�); coupons (such as ��cents off� type coupons that can apply to single pack, multi-pack, or 

carton purchases distributed in a variety of ways, including at the point of sale, in newspaper and 

magazine advertisements, via direct mail, at sponsored events, in product packaging, and on the 

Internet); sampling (distribution of free cigarettes to the public, including at events sponsored by 

cigarette companies, bar and club promotions, and other venues); and specialty item distribution 

(programs that provide gifts that reward brand loyalty).  This includes any special price discounts 

that apply only to sales to or from specific retail outlets or to or from retail outlets located in 

specific geographic regions smaller than a state. 

(13)  �Retail Merchandising Program� means any program by which a Defendant 

incentivizes a retailer to take some action regarding its cigarette products, including but not 

limited to: stocking, display, or advertising cigarette products; engaging in price promotions; 

setting or displaying special prices; displaying additional branded items; displaying exterior 

signage, such as signs at pumps, roadside, or doorways; displaying window or door signage or 

ceiling signage. Examples of such programs include Philip Morris�s Retail Leaders program and 

the Lorillard Excel program. 

(14) �Youth� means any person under 21 years of age. 

(15) �Brand Name Sponsorship� means any individual, team, group, organization, 

entity, activity, event or series of events or activities with respect to which payment (or other 
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consideration) is made by or on behalf of a Defendant or an entity within a Defendant�s direction 

or control, in exchange for the association or use of a brand name with or in relation to the event 

or series of events. 

(16) �Consumer� means any person who has purchased or used or might purchase or 

use a given product, including those who have not previously purchased or used the product and 

those that purchase or use the product despite not being of legal age to purchase or use the 

product.  

(17) �Special Populations� include African American; Asian American/Pacific 

Islander; Latino/Hispanic; Native American/Alaska Native; Lesbian, Gay, Bisexual and 

Transgender (LGBT); and low socio-economic status individuals. 

 

II. Jurisdiction and Authority of the District Court [NO CHANGE] 

A.  The District Court has jurisdiction over the subject matter of this action, has 

personal jurisdiction over the parties and legal successors in interest and shall retain exclusive 

jurisdiction of this action and any dispute, issue or matter arising under or relating to the Final 

Judgment and Order or relief until further order of the Court. The District Court shall have 

jurisdiction over any person or entity that receives funding pursuant to this Final Judgment and 

Order for the purposes of effectuating the remedies provided. 

B.  The District Court shall retain exclusive jurisdiction to supervise the activities of 

the court-appointed officers described in Section VI, below (the Independent Investigations 

Officer (�IO�) and the Independent Hearing Officer (�IHO�)). 
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C.  The District Court shall enforce the Final Judgment and Order and its orders 

arising under and relating to the Final Judgment and Order through contempt and any other 

lawful means. Nothing in this Final Judgment and Order shall be construed to modify or limit 

the inherent power of the District Court, the law governing contempt proceedings or the District 

Court�s discretion and authority in such matters. 

D.  The District Court shall have the authority to remove any of the court-appointed 

officers described in Section VI below and their supporting personnel for good cause, including 

for a conflict of interest as defined in Section VI.A.4. 

III. Applicability [NO CHANGE] 

This Final Judgment and Order applies to each of the Defendants and to each of their 

current and future directors, officers, agents, servants, employees, subsidiaries, attorneys, assigns 

and successors. This Final Judgment and Order shall also apply to those persons in active 

concert or participation with Defendants and their current and future directors, officers, agents, 

servants, employees, subsidiaries, attorneys, assigns and successors who have received actual 

notice of this Final Judgment and Order by personal service or otherwise (hereinafter �Covered 

Persons and Entities�). See Fed. R. Civ. P. 65(d). 
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IV. Program Funding, Youth Smoking Reduction, Corrective Communications, Disclosure 

Requirements and Review of Business Policies and Practices 

A.  Funding for Remedial Measures 

Defendants shall make quarterly payments to the entities and for the purposes specified in 

part Section IV.(B)(1) and IV.C of this Final Judgment and Order in the amount of 

$600,000,0001,050,000,000 per quarter and continuing in each subsequent year until its payment 

obligations under this section expire over an initial period of 5 years, for a total of 

$12,000,000,000. Quarterly payments of 

$100,000,000 pursuant to Section IV.C of this Final Judgment and Order shall be made by 

Defendants for an additional five years. (Tthe first quarterly payment shall be made on January 

15, 2006.  Subsequent quarterly payments of $1,050,000,000 600,000,000 shall be made on April 

15, July 15, October 15 and January 15 of every year until the obligations under Section 

IV(B)(1) expire).  An annual payment of $600,000,000 pursuant to Section IV(B)(2) of this Final 

Judgment and Order shall be made beginning on March 31, 2006 and on each March 31 

thereafter by Defendants and continuing in each subsequent year until its payment obligations 

under this section expire.  An annual payment of $600,000,000 pursuant to Section IV (C) of this 

Final Judgment and Order shall be made by defendants for a minimum of ten years (with the 

potential for termination of payment after ten years if certain conditions are met by Defendants 

as specified in Section IV(C)(2).later of October 15, 2010 or the 20th quarterly payment 

following the effective date of this Final Judgment and Order. Thereafter, quarterly payments of 

$100,000,000 pursuant to Section IV.C of this Final Judgment and Order shall be made on 

January 15, April 15, July 15 and October 15 of every year until the later of October 15, 2015 or 

the 40th quarterly payment under this Final Judgment and Order. Defendants shall be jointly and 
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severally liable for the entire amount required under this Final Judgment and Order, except for 

payments that may be required by Section (IV)(.B).5(7) and Section IV.(D) herein. 

B.  Smoking Cessation and Outreach 

1.  1.  Payments for Cessation Assistance and Treatment.  Defendants shall make 

four quarterly payments of $1.05 billion each on March 31, June 30, September 30 and 

December 31 starting in 2006, and continuing in each subsequent year until its payment 

obligations under this section expire, to the Cessation Administrative Organization for the 

development and administration of a National Tobacco Use Cessation Program, including a 

nationwide cessation quitline providing comprehensive tobacco use cessation guidance, 

assistance, therapy, and treatment, and references to other available cessation resources, to all 

users of cigarettes who desire such cessation assistance (hereinafter the �National Smoking 

Cessation Quitline Network�). 

 2.  Payments for Cessation Outreach.  In addition to payments in (1), on March 31, 

2006 and on each March 31 thereafter until defendants� payment obligations under this section 

expire, defendants shall annually pay $600 million to the Cessation Administrative Organization 

for the development and administration of a National Media and Outreach Campaign to reach all 

smokers to educate them about the benefits to themselves and their families from quitting in 

comparison to continuing to smoke or to switching to some other brand, sub-brand or tobacco 

product including reducing their exposure to secondhand smoke; provide basic guidance on how 

to quit successfully; and inform them about how to access additional cessation guidance, 

assistance, and treatment through the National Smoking Cessation Quitline Network or through 

other means.  

3.  Duration of Payments 
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a.  Defendants� payments pursuant to section (B)(1) and (2) shall continue 

until such time as the Independent Investigations Officer (hereinafter 

�IO�, see Section VI) determines, based on independent studies described 

in (B)(4), that less than ten percent of smokers want to quit or intend to 

quit. 

b. Starting ten years after the initial payments under section (B) are made and 

every two years thereafter, defendants may petition the IO to have the 

payment amounts required by section (B) reduced.  If the IO determines 

that the programs described in (B)(1) and (B)(2) do not need the same 

amount of annual payments to accomplish the goal in (3)(a), the IO may 

recommend, pursuant to Section VI(C)(1)(k), a reduction in payment.   

c. In each year following 2006,  

i. payments made under (B)(1) and used for the purposes of 

(B)(6)(a) and (c) shall be adjusted to account for changes to the 

Consumer Price Index for Medical Care Services from 

December 2005 to the December immediately before each 

payment is due;  

ii. payments made under (B)(1) and used for the purposes of 

(B)(6) shall be adjusted to account for changes to the 

Consumer Price Index from December 2005 to the December 

immediately before each payment is due; and  
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iii. payments made under (B)(2) shall be adjusted to account for 

changes to the Consumer Price Index from December 2005 to 

the December immediately before each payment is due.  

d.  A defendant�s payments pursuant to section (B)(2) shall continue for five 

years beyond the time it would otherwise terminate if the IO finds that the 

defendant has violated Section V.   

4. Independent Studies and Evaluation.   

a.  Independent Studies.  The IO shall commission independent studies, 

which may include surveys, starting in 2008 and every year thereafter until 

such time as none of the defendants are obligated to make any more 

payments pursuant to this section.  These studies shall be designed in 

consultation with the Cessation Administrative Organization to determine 

whether the requirements of (B)(3)(a) have been met.  

b.  Evaluation.  The CAO shall conduct evaluation studies of the programs 

conducted pursuant to this section.  The findings and methodology of 

these studies shall be made public.  The IO, in consultation with the 

Cessation Administrative Organization, shall commission independent 

evaluation studies to assist in the evaluation and monitoring of the 

effectiveness of the CAO�s programs conducted pursuant to this section.  

The findings and methodology of these studies shall be made public.   

5.   Cessation Administrative Organization.  The Cessation Administrative 

Organization (CAO) shall be an independent nonprofit organization.  The IO, after consultation 

with the United States and Public Health Intervenors, shall appoint one or more persons to 
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establish and direct the CAO.  Any person in a leadership, executive, or management position in 

the Cessation Administrative Organization must not have received any salary, grant, or any 

compensation or payment for services rendered from any of Defendants or from any other 

tobacco company for at least ten years prior to taking a position with the Cessation 

Administrative Organization. The CAO shall also:   

a. Hold, at its discretion, a portion of each year�s payments from Defendants 

in reserve in order to expend such funds in a subsequent year to achieve 

more effectively the purposes set out in this section. 

b. Ensure that the National Tobacco Use Cessation Program and the National 

Media and Outreach Campaign reach special populations in culturally 

appropriate ways that reflect tobacco use patterns with services and 

messages that are readily accessible by the recipients, and that the grants 

described in subsections 6(b) and 6(c) address the special circumstances of 

special populations.    

c. Consult, as appropriate, with relevant experts and with organizations that 

are knowledgeable about special populations to improve the quality and 

effectiveness of the programs conducted pursuant to this section.  

d. Coordinate the programs conducted pursuant to this section with the 

countermarketing and public education activities of the American Legacy 

Foundation (see Section C) to maximize each entity�s ability to 

accomplish its respective goals and purposes under this Final Judgment 

and Order. 
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e. Be guided by the U.S. Public Health Service�s Treating Tobacco Use and 

Dependence: A Clinical Practice Guideline (June 2000) and any 

subsequent modification of that Guideline, and by the report by the 

Subcommittee on Cessation, Interagency Committee on Smoking and 

Health, Preventing 3 Million Premature Deaths, Helping 5 Million 

Smokers Quit: A National Action Plan for Tobacco Cessation (February 

2003), as well as subsequent research reports and expert recommendations 

relating to reaching and educating tobacco users and delivering effective 

cessation assistance and treatment. 

f. Send, as it determines appropriate, cessation public education messages, 

with no messages or other content from defendants, to all tobacco product 

users on any and all Direct Mail and Direct Email Databases held by or 

controlled by defendants.  Defendants shall provide their databases to the 

Cessation Administrative Organization as required by the Cessation 

Administrative Organization. 

g.  Implement the National Tobacco Use Cessation Program and the National 

Media and Outreach Campaign in a manner that, to the extent possible, 

coordinates with and enhances existing public and private resources for 

cessation (including giving priority to smokers who do not have insurance 

coverage) and creates public-private partnerships.   

6.   Use of Cessation Assistance and Treatment Payments.  The Cessation 

Administrative Organization shall use the funds provided pursuant to subsection (B)(1) for the 

following purposes: 
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a. To develop and administer the National Smoking Cessation Quitline 

Network to provide universal access by adult and youth smokers in the 

United States to evidence-based, multi-session, proactive telephone 

cessation counseling, which shall also offer at no cost FDA-approved 

medications for tobacco cessation, when deemed appropriate, to those 

smokers accessing the quitline that would benefit from the cessation 

medications.  There shall be no restrictions on eligibility for counseling 

and treatment from the National Smoking Cessation Quitline Network.   

b. To provide grants for research to develop new smoking cessation 

counseling and medication therapies; and for training, education, and other 

support to ensure that clinicians in the United States have the knowledge, 

skills, and support systems necessary to help smokers to quit tobacco use. 

c. To inventory existing cessation assistance services available to smokers in 

the United States and provide grants to create, expand and improve such 

services, nationwide, and to coordinate these other cessation efforts with 

the National Smoking Quitline Network.   

7.  Third Party Actions.  Nothing herein shall give rise to any right of action by any 

Defendant, Covered Person or Entity, or third party against the CAO based on any alleged 

violation of the terms of this Final Judgment and Order.   

$500,000,000 of each quarterly payment for the first five years after the date of 

this Final Judgment and Order shall be paid to an organization with the capacity to draw together 

necessary resources for the efficient and effective administration of a national smoking cessation 

program (hereinafter �Cessation Administrative Organization�), for the creation, oversight and 
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administration of a National Smoking Cessation Quitline Network and the provision of smoking 

cessation therapy to all American smokers who can be offered treatment at the funding levels 

provided in this Final Judgment and Order. The National Smoking Cessation Quitline Network 

shall be administered to provide: 

 a.  A network for universal access to evidence-based, multi-session, proactive 

  telephone counseling and FDA-approved medications for tobacco 

  cessation, which shall be provided at no cost to a minimum of the first 

  2,500,000 smokers requesting treatment each year; and 

 b.  A national media campaign to encourage cessation and publicize the 

  availability of cessation therapies through the National Smoking Cessation 

  Quitline Network. 

 c.  If permitted by the funding levels provided in this Final Judgment and 

  Order, the Cessation Administrative Organization shall also be permitted 

  to make grants for: 

  (i)  Research to develop new smoking cessation counseling and 

   medication therapies; and 

  (ii)  Training and education to ensure that clinicians in the United 

   States have the knowledge, skills, and support systems necessary 

   to help smokers quit tobacco use. 

2.  There shall be no restrictions on eligibility for treatment from the National 

Smoking Cessation Quitline Network. 

3.  Nothing in this Final Judgment and Order shall prohibit the Cessation 

Administrative Organization or any subsequent administrator of the National Smoking Cessation 
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Quitline Network from creating public-private partnerships or using funds received under this 

Final Judgment and Order to enhance existing resources in order to meet the requirement that 

comprehensive treatment consisting of multi-session, proactive telephone counseling and FDA-

approved medications be made available at no cost to a minimum of 2,500,000 smokers each 

year. 

4.  Violations of this Final Judgment and Order occurring after the first year shall 

result in an obligation to fund the smoking cessation program for an additional 5 years as 

follows: 

 a.  The requirement that Defendants fund the National Smoking Cessation 

  Quitline Network shall be extended beyond five years in the event that the 

  IO finds pursuant to the procedures set out in Section VI of this Final 

  Judgment and Order, with such finding approved by the District Court, 

  that any Defendant has continued to engage in conduct prohibited by the 

  provisions contained in Section V with the intent to prevent smokers who 

  want to quit from doing so or with the intent to fraudulently induce new 

  smokers to begin daily smoking after one year from the date of this Final 

  Judgment and Order. 

 b.  For each year in which the IO finds that conduct as described in Section 

  IV.B.5.a , with such finding approved by the District Court, the 

  Defendant(s) found to have continued to engage in prohibited conduct 

  shall be required to fund fully the National Smoking Cessation Quitline 

  Network for an additional five years. 

c.  The annual cost of the National Smoking Cessation Quitline Network to 
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  be paid by Defendant(s) during any extended time period will be 

  calculated by the IO as 15% of the total United States� smoking population 

  multiplied by $670, plus $375,000,000 for promotional expenditures. The 

  determination of the annual cost by the IO will be subject to the 

  procedures contained in Section VI of this Final Judgment and Order. The 

  annual cost will be paid in equal quarterly installments. 

5.  Nothing herein shall give rise to any right of action by any Defendant, Covered 

Person or Entity, or third party against the Cessation Administrative Organization based on any 

alleged violation of the terms of this Final Judgment and Order. 

C.  Public Education and Countermarketing 

1.   Payments for Public Education and Countermarketing.  Defendants shall 

make payments on March 31, 2006 and on each March 31, thereafter in the amount of $600 

million to the American Legacy Foundation to be used, in equal parts, to:  

1.  $100,000,000 of each quarterly payment for ten years following the date of this 

Final Judgment and Order shall be paid to the American Legacy Foundation  

a) to continue and supplement its activities and functions on a nationwide 

basis relating to youth tobacco use as established by and specified in 

Section VI of the Master Settlement Agreement;.  

b) The American Legacy Foundation shall also carry out a nationwide, 

sustained advertising and education program to educate smokers and 

nonsmokers of all ages about the comparative disease health risks of low 

tar, and ultra low tar, mild, light, ultra light and other products for which 

an express or implied statement or name or representation is used that a 
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reasonable consumer might interpret as indicating that it has a different 

disease risk than a standard tobacco product; and  

c) carry out a nationwide, sustained advertising and education program to 

educate smokers and nonsmokers of all ages about cigarettes and the 

disease risks and other harms associated with exposure to secondhand 

smoke. 

The American Legacy Foundation shall have the authority after consultation with the IO 

to revise the allocation of funds between these objectives.  Starting with the payment made in 

March 2007, defendants payments pursuant to this section shall be proportionally adjusted 

upward or downward to account for inflation, as measured by changes to the Consumer Price 

Index from December 2005 to the December immediately before the date of each annual 

payment. 

2. Duration of payments.  Defendants� payments to the American Legacy 

Foundation pursuant to this section shall continue for a minimum of ten years.  After that tenth 

year, defendants� payments may be terminated as follows: 

a. The portion being spent on (C)(1)(a) shall terminate if the IO determines 

that smoking rates for youth, as measured by 30 day prevalence in the 

National Survey on Drug Use and Health or by a successor survey selected 

by the IO, are below five percent. 

b. The portion being spent on (C)(1)(b) shall terminate if the IO determines, 

based on the periodic independent surveys required by this section, that 

more than 90 percent of the public, including youth, are informed 
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concerning the health risks of the products described in (C)(1)(b), and the 

comparative risk as between different tobacco products.   

c. The portion being spent on (C)(1)(c) shall terminate if the IO determines 

based on the periodic independent surveys required by this section that 

more than 90 percent of the public, including youth, are informed of the 

disease risks and other harms of secondhand smoke. 

d. After 20 years, all payments shall be terminated unless the IO determines 

that they should be extended for a period of five years in order to promote 

the goals and purposes of this Final Judgment and Order.   

e. A defendant shall make payments pursuant to this subsection for five 

years beyond the time they would otherwise terminate if the IO finds that 

the defendant has violated Section V.   

3. Independent Studies and Evaluations.   

a. The IO shall commission independent studies, which may include surveys, 

starting in 2010 and every year thereafter until such time as none of the 

defendants are otherwise obligated to make any more payments pursuant 

to this section.  These studies shall be designed, in consultation with the 

American Legacy Foundation, to determine whether the requirements of 

2(b) and 2(c) have been met. The findings of these studies as well as their 

methodology shall be made public. 

b.  The American Legacy Foundation shall conduct evaluation studies of its 

programs conducted pursuant to this section. The findings and 

methodology of these studies shall be made public.  In addition, in 
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consultation with the American Legacy Foundation, the IO shall 

commission independent evaluation studies to assist in the evaluation and 

monitoring of the effectiveness of the American Legacy Foundation�s 

public education and countermarketing programs.  The findings and 

methodology of these studies shall be made public.   

4.   The American Legacy Foundation.  The American Legacy Foundation shall: 

a.  Be permitted to hHold at its discretion a portion of each year�s payments 

from Defendants in reserve and manage such funds for future use for the 

purposes set out in this Final Judgment and Order. 

b.  Ensure that its public education and countermarketing efforts will reach 

special populations in culturally appropriate ways that reflect tobacco use 

patterns and exposure to secondhand smoke.  Where such populations 

need to receive information in a language other than English in order to 

effectively take advantage of the public education and countermarketing 

efforts, the foundation shall take reasonable steps depending on the size of 

the affected population to provide information in appropriate languages to 

such persons..    

c.  Consult, as appropriate, with relevant experts and with organizations that 

are knowledgeable about special populations to improve the quality and 

effectiveness of its public education and countermarketing programs. 

d. Coordinate its public education and countermarketing efforts with the 

public education and outreach activities of the Cessation Administrative 

Organization (see Section B). 
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5. Third Party Actions.  3.  Nothing herein shall give rise to any right of action 

by any Defendant, Covered Person or Entity or third party against the American Legacy 

Foundation based on any alleged violation of the terms of the Master Settlement Agreement or 

the terms of this Final Judgment and Order. 

 

D.  Youth Smoking Reduction Targets and Penalties 

Defendant Cigarette Manufacturers shall be liable to pay additional money to fund the 

programs specified in Section IV.B and IV.C of this Final Judgment and Order if target percent 

percentage reductions declines in youth smoking proportions rates are not achieved within 

specified time frames after the date of this Final Judgment and Order, as follows: 

 1.  Target Percents Declines 

a.  By 2013 2010 each Defendant Cigarette Manufacturer is required to 

reduce the share proportion of youth age 12 to 20 who smoke its cigarette 

products by 42% from the 2003 baseline level as follows: 

(i)  By the end of 2007, the proportion share of youth age 12 to 20 

smoking each Defendant Cigarette Manufacturers� products must 

fall by 10.56% from 2003 levels. 

(ii) By the end of 2008, the proportion share of youth age 12 to 20 

smoking each Defendant Cigarette Manufacturers� products must 

fall by 1221% from 2003 levels. 

(iii) By the end of 2009, the proportion share of youth age 12 to 20 

smoking each Defendant Cigarette Manufacturers� products must 

fall by 1831.5% from 2003 levels. 
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(iv)  By the end of 2010, the proportion share of youth age 12 to 20 

smoking each Defendant Cigarette Manufacturers� products must 

fall by 2442% from 2003 levels. 

(v)  By the end of 2011, the share of Youth age 12 to 20 smoking each 

Defendant Cigarette Manufacturers� products must fall by 30% 

from 2003 levels. 

(vi)  By the end of 2012, the share of Youth age 12 to 20 smoking each 

Defendant Cigarette Manufacturers� products must fall by 36% 

from 2003 levels. 

(vii)  By the end of 2013, the share of Youth age 12 to 20 smoking each 

Defendant Cigarette Manufacturers� products must fall by 42% 

from 2003 levels. 

(viii) The target percent decline targeted reduction will remain at 42% 

below 2003 levels from 2014 2010 onwards. 

b.  An individual youth age 12 to 20 will be considered to have smoked a 

specific Defendant Cigarette Manufacturer�s product if they have, on 

average, smoked at least one cigarette per one day during the past 30 days 

and identified that specific Defendant Cigarette Manufacturer�s brand as 

their most frequently consumed brand, as reported in the National Survey 

on Drug Use and Health (NSDUH). Whether a Youth has smoked on 

average one cigarette per day is computed by multiplying the number of 

days a Youth smoked in the past 30 days as reported in NSDUH times the 
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number of cigarettes smoked per day as reported in the NSDUH and then 

dividing the product of that calculation by 30. 

c.  The percentage proportion of youth age 12 to 20 who smoked each brand 

manufactured by a Defendant Cigarette Manufacturer shall be combined 

to determine the total percentage proportion of youth age 12 to 20 

smoking that Defendant Cigarette Manufacturer�s cigarette products. 

d.  The targeted reductions in youth smoking, and the assessments for missing 

those targets, will apply to youth ages 12 to 20. This age range is chosen 

based on the Court�s finding of liability, including the particular finding 

that Defendants have fraudulently denied that their marketing affects 

smoking behavior, including initiation (which happens primarily in 

adolescence), and have fraudulently promised the public that they do not 

market to young people including those under 21, while continuing to 

market to those under 21 in order to sustain and increase the market for 

cigarettes. 

 2.  AssessmentsPenalties 

a.  General Rule � The penalties are based on the price increase per pack that 

would produce a decline in youth smoking of the target percent if the 

Defendant Cigarette Company If a manufacturer misses its that target.  

The key features of the penalties are:  

i. A Defendant Cigarette Manufacturer will pay a penalty if the 

actual percent  (i.e., if the percentage of Youth smoking its 

products declines in the proportion of youth age 12-20 smoking its 
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products (Section IV.D.2.b.ii) is by less than the targets presented 

in Section IV.D.1), then that Defendant Cigarette Manufacturer 

will pay an assessmenttarget percent declines described in Section 

IV.D.1. 

ii. The penalty for a Defendant Cigarette Manufacturer is an amount 

equal to   b.  The total the assessment per pack 

sold as computed below in Section IV.D.2.c multiplied by the 

number of packs sold by for each Defendant Cigarette 

Manufacturer is the product of the assessment per Youth smoker 

times the number of Youth age 12 to 20 by which that Defendant 

Cigarette Manufacturer missed its target.in the target year, as 

reported to the IO.  

iii.  The penalty for each Defendant Cigarette Manufacturer will be 

determined by the steps outlined in Section IV.D.2 b through d 

below. 

b. Determine Percent Decline by Which Target is Missed � Computed in the 

following three steps: 

i. The  IO shall compute the proportion of youth age 12 to 20 

smoking  Defendant Cigarette Manufacturer�s products in the 

target year. 

ii. The actual percent decline in youth smoking is the proportion of 

youth age 12 to 20 smoking the Defendant Cigarette 

Manufacturer�s brands in the baseline year minus the proportion of 
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youth age 12 to 20 smoking the Defendant Cigarette 

Manufacturer�s brands in the target year divided by the proportion 

of youth age 12 to 20 smoking the Defendant Cigarette 

Manufacturer�s brands in the baseline year. 

iii. The percent decline by which the target is missed by the  

Defendant Cigarette Manufacturer is the target percent decline 

minus the actual percent decline. 

c.  Determine the Assessment Per Pack Sold � Computed in the following 

two steps: 

i. The percent decline by which the target is missed by the Defendant 

Cigarette Manufacturer is divided by the price elasticity of .0675 (or a 

price elasticity determined by the IO), and the result is multiplied by .10.  

This produces the percent price increase required to meet the target 

percent decline in youth smoking. 

ii. The percent price increase required to meet the target percent decline in 

youth smoking is multiplied by the average price per pack of Defendant 

Cigarette Manufacturers� three brands most popular with youth smokers, 

or of its brands comprising 75 percent of its sales to youth, whichever 

number of brands is smaller, in the target year (based on the Department 

of Labor�s Bureau of Labor Statistics).  This produces the price increase 

per pack that would result in the target percent decline.  This is the 

assessment per pack sold. 




