How To Get Away With Smuggling

Canada’s Billion-Dollar Deal for Big Tobacco
By William Marsden | October 19, 2008

The investigations had gone on for so long that most Canadians probably wrote
them off as another victory for big corporations.

Then suddenly on July 31, after a year of secret negotiations,
Canada’s two largest tobacco companies — Imperial
Tobacco Canada and Rothmans Inc. — pleaded guilty to
aiding and abetting tobacco smuggling from 1989 to 1994,
defrauding Canadian governments of more than a billion
dollars in unpaid taxes.

IMPERIAL TOBACCO
CANADA

The two companies agreed to pay an unprecedented C$1.15 billion (US$1.12
billion) to Canadian governments and to plead to one count of “aiding persons
to sell or be in possession of tobacco products manufactured in Canada that
were not packaged and were not stamped in conformity with the Excise Act and
its amendments and the ministerial regulations.”

Imperial Tobacco, maker of 16 cigarette brands including Canada’s top sellers
Players and du Maurier, agreed to pay US$582 million. Rothmans, parent of
Rothmans, Benson & Hedges Inc. and maker of 16 cigarette brands, agreed to
US$534 million.

Key to the settlement was the government’s readiness to release all former and
present executives, employees, directors and officers from civil or criminal
prosecution. Also released were the companies’ foreign owners and affiliates.
Tobacco bosses who oversaw the smuggling could now live out their retirements
without fear they might be interrupted by a spell in prison. It wasn’t an idle fear.
Two former executives with Canada’s third largest tobacco company, RJR
Macdonald, have been convicted. One served four years in jail. Six others are
awaiting trial or procedures that could eventually send them to trial.

The settlement has left RJR out in the cold. The company, now called JTI
Macdonald after its 2000 purchase by Japan Tobacco, faces about $10 billion in
claims from various Canadian governments.

That figure was not lost on Rothmans. Pressure to

“The police
p settle came from Philip Morris International, which in

’
could’ve May 2008 offered to buy out the shares in Rothmans it
walked in and did not already control. A stipulation of Philip Morris’s
handcuffed C$2 billion offer was the settlement of all outstanding
everybody at liabilities. This included the ongoing investigation by
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