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L. INTRODUCTION

1. One of the great public health success stories over the past nearly two
decades has been a reduction in youth tobacco use and nicotine addiction. Youth
smoking rates plummeted from 28% in 2000 to 7.6% in 2017. This success has been the
result of years of litigation and strict regulation. It is also due to a powerful public
health message that Big Tobacco can no longer dispute or contradict: smoking kills.

2. This incredible progress toward eliminating youth use of tobacco products
has now largely been reversed due to e-cigarettes and vaping. Between 2017 and 2018,
e-cigarette use increased 78% among high school students nationwide, from 11.7% of
high school students in 2017 to 20.8% in 2018. Among middle school students, e-
cigarette use increased 48% between 2017 and 2018. The nationwide Monitoring the
Future survey, funded by the National Institute on Drug Abuse (NIDA) and conducted
annually since 1975, found that the increase in youth nicotine vaping from 2017 to 2018
was the largest annual increase for any substance tracked over the past forty-four years.

3. Youth vaping rates continued to climb from 2018 to 2019. In the past two
years, vaping more than doubled among each grade level surveyed—eighth, tenth, and
twelfth graders. In 2019, more than five million middle and high school students
reported current use of e-cigarettes, including more than one in every four high
schoolers.

4. Consistent with these national numbers, Alaska youth are vaping at high
rates. According to the 2017 Alaska Youth Risk Behavior Survey, 40% of Alaska high

school students have tried e-cigarettes, with 15.7% reporting e-cigarette use within the
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past 30 days. By grade level, e-cigarette use within the past 30 days was reported at
14% of ninth graders, 15% of tenth graders, 16% of eleventh graders, and 18% of
twelfth graders. For Alaskan students in alternative high schools, the reported
prevalence of vaping was even higher, with 66% of students having tried e-cigarettes
and 33% reporting e-cigarette use within the past 30 days.

5. According to the Centers for Disease Control and Prevention (“CDC”)
Director Robert Redfield, “The skyrocketing growth of young people’s e-cigarette use
over the past year threatens to erase progress made in reducing tobacco use. It’s putting
a new generation at risk for nicotine addiction.” Former U.S. Food and Drug
Administration (“FDA”) Commissioner Scott Gottlieb described the federal statistics as
“astonishing,” and both the FDA and the United States Surgeon General (“Surgeon
General”) have characterized youth vaping as an “epidemic.” The Secretary of the U.S.
Department of Health and Human Services observed that “[t]he United States has never
seen an epidemic of substance use arise as quickly as our current epidemic of youth use
of e-cigarettes.”

6. Defendant JUUL Labs, Inc. (“JLI”), the maker of the JUUL e-cigarette, is
a major cause of the youth vaping epidemic. JLI entered the e-cigarette market in 2015
and, by 2019, controlled over 70% of it. Over one million JUUL e-cigarettes were sold
between 2015 and 2017. In 2017, JLI’s e-cigarette products had generated over $224
million in retail sales, a 621% year-over-year increase. By June 2018, JUUL sales had
skyrocketed another 783%, reaching $942.6 million. The e-cigarette category as a whole

grew 97% to $1.96 billion in the same period, largely based on JUUL’s market success.
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The JUUL e-cigarette’s rise to become the dominant product on the e-cigarette market
was so rapid, and so complete, that the act of vaping is now often referred to as
“juuling.”

7. The popularity of JUUL was not a coincidence. JLI successfully targeted a
group that has always been crucial to the success to the cigarette industry: youth. JLI
specifically based its marketing strategy around the advertisements previously used by
Big Tobacco and coupled this knowledge with a sophisticated social media and
influencer campaign. Moreover, everything from JUUL’s patently youth oriented
advertisements to its design, including reduced harshness, high nicotine content, a
discreet vapor cloud, and flavors, lured youth in. As JLI’s success with its intended
targets became evident, various copycats hurried to mimic JUUL’s potent nicotine
formulation and youth-oriented design—building on the illicit youth e-cigarette market
JLI created.

8. By September 2018, youth vaping rates were spiraling out of control, and
the FDA sent warning letters to Defendants JLI and Altria Client Services regarding the
alarmingly high rates of youth using their products. In October 2018, the FDA raided
JLI’s headquarters and seized more than one thousand documents relating to JLI’s sales
and marketing practices. By the end of 2019, the FDA, the Federal Trade Commission,
and the U.S. House of Representatives Committee on Oversight and Reform had all
commenced investigations into JLI’s role in the youth vaping epidemic and whether

JLI’s marketing practices purposefully targeted youth.
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9. As the pressure on JLI intensified, Altria—maker of Marlboro cigarettes,
parent company of Philip Morris USA, and one of the largest tobacco companies in the
world—sought to capitalize on JLI’s rapid success. While Altria first began having
confidential discussions beginning in the spring of 2017, Altria did not make its
relationship with JLI public until December 20, 2018, when Altria announced a $12.8
billion equity investment in JLI—the largest equity investment in United States history,
giving it a 35% stake in JLI. Just several weeks prior to this announcement, Altria had
seemingly criticized JLI’s marketing practices in a letter to the FDA and declared that
“pod-based products significantly contribute to the rise in youth use of e-vapor
products.” Altria removed its own pod-based products, the MarkTen Elite and Apex by
MarkTen, from the market—only to commit its substantial resources, regulatory
knowledge, and lobbying muscle to protecting and expanding JUUL’s market share,
which, as Altria and JLI both know, relies heavily on youth.

10.  Attempting to revise history and cover up JLI’s misconduct, JLI and
Altria are now describing their collaboration as a “harm reduction opportunity,” and
insist JLI never marketed to youth, but rather to adults seeking to quit smoking
combustible tobacco cigarettes. These assertions are contradicted by the facts, as
detailed below. Altria has described the JUUL e-cigarette as “compelling” and “a
terrific product.” In fact, JLI’s JUUL e-cigarette has compelled a generation of youth,
who were never cigarette smokers, into nicotine addiction and forced local governments
to spend significant amounts of time and resources combatting the youth vaping crisis

sweeping their communities. JLI and Altria are now working together and denying that
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JLI’s products are marketed to and designed for youth and nonsmokers while
maintaining JUUL’s market dominance—which would not be possible if the customer
base were in fact only adult smokers seeking to quit.

11.  Plaintiff the State of Alaska brings this action against Defendants JUUL
Labs, Inc.; Altria Group, Inc. and its subsidiaries Altria Client Services LLC, Altria
Group Distribution Company, and Nu Mark, LLC, and Nu Mark Innovations, Ltd, for
damages, civil penalties, and injunctive relief, including abatement costs to address the
public health crisis caused by Defendants’ wrongful conduct.

II. PARTIES

State of Alaska

12.  The State of Alaska brings this action, by and through its Acting Attorney
General, Ed Sniffen, in its sovereign capacity in order to protect the interests of the
State and its citizens. The Attorney General brings this action pursuant to his
constitutional, statutory, and common law authority, including the authority granted to
him by AS 44.23.020, and the Alaska Unfair Trade Practices and Consumer Protection
Act, AS 45.50.471 et seq.

JUUL Labs. Inc.

13.  Defendant JUUL Labs, Inc. (“JLI”) is a Delaware corporation, having its
principal place of business in San Francisco, California. JLI was incorporated in
Delaware on March 12, 2007 (file no. 4315504) under the name Ploom, Inc. (“Ploom™).
In February 2015, Ploom changed its name to PAX Labs, Inc. In April 2017, PAX Labs,

Inc. formed a new corporation under the name PAX Labs (Deux), Inc., incorporated in
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Delaware on April 21, 2017 (file no. 6387684). On June 30, 2017, PAX Labs, Inc. was
renamed JUUL Labs, Inc., and PAX Labs (Deux), Inc. was given the name PAX Labs,
Inc.

14.  JLI manufactures, designs, sells, markets, promotes, and distributes JUUL
e-cigarettes, JUULpods and accessories (collectively, “JUUL products”). From JUUL’s
launch in 2015 until June 2017, JLI manufactured, designed, sold, marketed, promoted,
and distributed JUUL products under the name PAX Labs, Inc.

15.  JUUL Labs, Inc., formerly known as PAX Labs, Inc., formerly known as
Ploom, Inc., is referred to herein as “JLI.”

Altria Defendants

16.  Defendant Altria Group, Inc. is a Virginia corporation, having its principal
place of business in Richmond, Virginia. Altria is one of the world’s largest producers
and marketers of tobacco products. On December 20, 2018, Altria purchased a 35%
stake in JLI.

17.  Defendant Altria Client Services LLC (“Altria Client Services™) is a New
York corporation and wholly owned subsidiary of Altria Group, Inc. with its principal
place of business in Henrico County, Virginia. Altria Client Services provides Altria
Group, Inc. and its companies with services in many areas including digital marketing,
packaging design & innovation, product development, and safety, health, and
environmental affairs. Pursuant to Altria’s Relationship Agreement with JLI, Altria
Client Services assists JLI in the sale, marketing, promotion and distribution of JUUL

products. Such services include database support, direct marketing support, and
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premarket product application support. On September 25, 2019, the former senior vice
president and chief growth officer of Altria Client Services., K.C. Crosthwaite, became
the new chief executive officer of JLI.

18.  Defendant Altria Group Distribution Company is a Virginia corporation
and wholly owned subsidiary of Altria Group, Inc. with its principal place of business in
Henrico County, Virginia. Altria Group Distribution Company provides sales,
distribution and consumer engagement services to Altria’s tobacco companies.

19.  Defendant Nu Mark LLC is a Virginia corporation and wholly owned
subsidiary of Altria Group, Inc., with its principal place of business in Richmond,
Virginia. Nu Mark LLC was engaged in the manufacture and sale of Altria’s electronic
vapor products. Shortly before Altria purchased a 35% stake in JLI in December 2018,
Altria Group, Inc. announced that Nu Mark would be discontinuing the production and
sale of all e-vapor products.

20.  Defendant Nu Mark Innovations, Ltd. is a subsidiary of Nu Mark LLC
located in Beit Shemesh, Israel. Nu Mark Innovations, Ltd. provides digital marketing
and customer care services for Nu Mark LLC and Altria’s e-vapor brands, as well as
product and technology development services.

21.  Collectively, Altria Group, Inc. and its subsidiaries named above will be

referred to herein as “Altria” or “Altria Defendants.”
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III. JURISDICTION AND VENUE

22.  Jurisdiction over the subject matter of this cause of action is proper based
upon AS 22.10.020, 09.58.015, and 45.50.501. The State seeks damages in excess of
$100,000.

23.  The Court has personal jurisdiction over Defendants because they do
business in Alaska and have sufficient minimum contacts with Alaska. Defendants
intentionally avail themselves of the markets in this State through the promotion,
marketing, and sale of the products at issue in this lawsuit in Alaska, and by retaining
the profits and proceeds from these activities, to render the exercise of jurisdiction by
this Court permissible under Alaska law and the U.S. Constitution. Jurisdiction is also
proper under Alaska’s long-arm statute, as codified in AS 09.05.015.

24.  Venue is appropriate in the Third Judicial District at Anchorage pursuant
to Rule 3 of the Alaska Rules of Civil Procedure, in that many of the unlawful acts
committed by Defendants were committed in Anchorage.

25.  The Attorney General has determined that pursuit of this action is in the
public interest, as required by AS 45.50.501(a).

IV. ALLEGATIONS OF FACT

A. JUUL: Runaway Commercial Success and Public Health Disaster
1. The JUUL Device
26.  The JUUL device is an electronic nicotine delivery system (“ENDS”).

ENDS are noncombustible tobacco products. These products use a liquid solution or

“e-liquid” that contains nicotine, as well as other ingredients such as flavorings,
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propylene glycol, vegetable glycerin. The liquid is heated to create an aerosol that the
user inhales.

27.  The JUUL device consists of a rechargeable battery and a replaceable e-
liquid pod or “JUULpod.” The JUULpod contains a heating element that heats the
liquid, aerosolizing the nicotine solution. The mouthpiece for the device is part of the

JUULpod.

E-liquid pod W
(C:]ovelP E-liquid pod

B

Heating element Mouthpiece
(heats solution, aerosolizing nicotine)

Rechargeable
battery

Parts of a JUUL e-cigarette

28.  The JUUL device comes with a USB charging dock for recharging the
battery. Plugged into the USB port in a laptop, the slim device resembles a long
rectangular flash drive.

2. Redesigning “the most successful consumer product of all time”

29.  JLI was founded by Adam Bowen and James Monsees. JLI’s beginnings
can be traced to the pair’s collaboration on a product design master’s thesis when they
were graduate students at Stanford University in 2004—Monsees completing a Master
of Fine Arts in Product Design, and Bowen a Master of Science in Mechanical
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Engineering in Product Design. Their proposed product? A better cigarette. Monsees
has described the cigarette as “the most successful consumer product of all time . . . an
amazing product.”

30.  Years of anti-smoking campaigns, however, including work by the State
of Alaska’s tobacco prevention and control programs, have successfully stigmatized
cigarette smoking. Monsees and Bowen set out to create a cigarette without the stigma.
As part of their thesis research, they interviewed smokers who talked about feeling selt-
conscious of the signs of smoking, for example, coming back into a room after a smoke
break and smelling like smoke, or having their hands smell like cigarettes even after
washing them multiple times. When Monsees and Bowen presented their thesis and
product design to their classmates, they included a clip from a South Park episode
showing the characters assembled at the Museum of Tolerance and shaming a smoker.
Their goal, as Monsees described it, was to “deliver[] solutions that refresh the magic
and luxury of the tobacco category” and recreate the lost “ritual and elegance that
smoking once exemplified.”

31.  Monsees and Bowen saw a market opportunity in a generation of
consumers brought up on anti-smoking norms. In Monsees’ words, they wanted to
redesign the cigarette “to meet the needs of people who want to enjoy tobacco but don’t
self-identify with—or don’t necessarily want to be associated with—cigarettes.”
Monsees saw “a huge opportunity for products that speak directly to those consumers

who aren’t perfectly aligned with traditional tobacco products.”
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32. At one point during their thesis presentation, Monsees stated, “The
cigarette is actually a carefully engineered product for nicotine delivery and addiction.”
This description applies just as well to the product he and Bowen would launch a
decade later: the JUUL e-cigarette.

33.  The outcome of Monsees and Bowen’s thesis project was a “heat-not-
burn” e-cigarette, which uses loose-leaf tobacco. The device heated tobacco contained
in pods to a constant temperature, vaporizing nicotine and flavor without burning the
materials or producing smoke.

34.  After graduation, Bowen and Monsees worked on bringing their thesis
project to the market, incorporating under the name Ploom in 2007. In those early years,
they discussed their concerns with what Bowen called “evil Big Tobacco companies
like coming down and squashing you.” But ultimately, that “was not really an issue.” In
fact, not only did Big Tobacco not squash them, but the opposite occurred. Although
Bowen and Monsees characterized their products as aimed toward consumers not
aligned with traditional tobacco products, they themselves aligned with Big Tobacco on
at least two occasions: first, with Japan Tobacco International (“JTI’) and then with
Altria.

35.  In 2010, JLI (then called Ploom) launched its e-cigarette as the ModelOne,
using pods of loose-leaf tobacco heated by butane. It did not catch on. JLI only sold a
few thousand of them. By then a company with a dozen employees, JLI was faltering,

and in need of money, technological expertise, and marketing savvy.
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36.  Help came from JTI, a division of Japan Tobacco Inc., the fourth-largest
tobacco company in the world. In December 2011, JTT and JLI entered into a strategic
agreement, which gave JTI a minority stake in JLI and made it a strategic partner.
According to internal documents, JLI entered into a “strategic partnership” with JTI
after it “evaluated all major tobacco industry companies.” In a statement regarding the
agreement, Monsees said, “We are very pleased to partner with JTI as their deep
expertise, global distribution networks and capital resources will enable us to enter our
next phase of growth and capitalize on global expansion opportunities.” As Bowen
explained in an interview, “We were still doing a lot of our own internal product
development, but now we had access to floors of scientists at JTL.”

37. In 2012, JLI (still known as Ploom) unveiled the PAX, a loose-leaf
vaporizer that did not use pods, but which was much more successful. The following
year, JLI combined elements of the PAX with the pod system as the ModelTwo.
Although consumers were enthusiastic about both the PAX and the ModelTwo, the
products were limited to a small, high-end market. The PAX, for example, retailed for
$250 when it was first marketed. But, as one of JLI’s investors remarked in 2014, “The
company is going to invade the bigger, lower-end market now dominated by e-
cigarettes.” He explained that JLI had “lots of products in the works™ and that “[w]e
know we need something cheaper than PAX to go after the mass market. There are still
huge opportunities out there.”

38.  In February 2015, JLI and JTI ended their relationship, with JLI buying

back JTT’s minority stake in the business. JTI acquired the ModelTwo and pods product
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line, as well as the Ploom name, while JLI kept its open-system PAX vaporizer and
changed its name to PAX Labs Inc. Monsees characterized the partnership as having
“afforded both parties many mutual benefits,” but said that the new arrangement would
“fuel continued growth” and that JLI intended “rapid rollouts of new products.”

39.  JLI made good on its promise of new products and invading the bigger,
lower-end market in e-cigarettes. As discussed further below, JLI launched JUUL
products in June 2015 with a well-publicized launch party in New York City and a viral
social media marketing campaign.

40. In 2017, as JUUL became more and more popular, JLI changed its name
from PAX to JUUL Labs, Inc.

41. By the close of 2017, according to Nielsen data, JLI had surpassed its
competitors in capturing 32.9% of the e-cigarette market, with British American
Tobacco at 27.4% and Altria at 15.2%. As JLI grew, so did the e-cigarette market. From
2016 to 2017, the total e-cigarette market expanded 40% to $1.16 billion.

42. In 2018, JLI’s gross profit margins were 70% and it represented 76.1% of
the national e-cigarette market. In a complaint it filed in November 2018 against 24
vape companies for alleged patent infringement, JLI asserted that it was “now
responsible for over 95% of the growth in the ENDS pod refill market in the United
States.” JLI shattered previous records for reaching decacorn status, reaching valuation
of over $10 billion in a matter of months—four times faster than Facebook. This all

came just three years after its product launch.
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3. Following Big Tobacco’s footsteps to manipulate nicotine chemistry

43.  JLI’s staggering commercial success did not come from a blank slate.
Under the Master Settlement Agreement between Big Tobacco and the States, the
public has access to hundreds of thousands of Big Tobacco’s internal documents. In
creating JUUL, Monsees and Bowen carefully studied the marketing strategies,
advertisements, and product design of Big Tobacco. As Monsees candidly
acknowledged, the internal tobacco documents “became a very intriguing space for us
to investigate because we had so much information that you wouldn’t normally be able
to get in most industries. And we were able to catch-up, right, to a huge, huge industry
in no time. And then we started building prototypes.” JLI researched how Big Tobacco
companies engineered their products and chemically manipulated nicotine to maximize
delivery: “We started looking at patent literature. We are pretty fluent in ‘Patentese.’
And we were able to deduce what had happened historically in the tobacco industry.”

44.  JLI built on Big Tobacco’s research to formulate its nicotine solution in a
manner that would be appealing to youth and nonsmokers. JLI was well aware from the
historical cigarette industry documents that the future of any nicotine-delivery business
depends on ensnaring customers before they age beyond the window of opportunity.
Big Tobacco designed products specifically to make it easier for teens to initiate
smoking. In a 1973 internal memo, Dr. Claude Teague of R.J. Reynolds Tobacco
Company (“R.J. Reynolds”) observed, “Realistically, if our Company is to survive and
prosper, over the long term, we must get our share of the youth market. In my opinion

this will require new brands tailored to the youth market.” Dr. Teague noted that

COMPLAINT 14 State of Alaska v. JUUL Labs, Inc., et al.
3AN-20- Cl
4840-5007-2018\1




ANCHORAGE BRANCH
1031 W.FOURTH AVENUE, SUITE 200
ANCHORAGE, ALASK A 99501
FHONE: {(907)269-5100

DEPARTMENT OF LAW
OFFICE OF THE ATTORNEY GENERAL

“‘learning’ smokers” have a low tolerance for throat irritation so the smoke should be
“as bland as possible,” i.e., not harsh; and he specifically recommended an acidic smoke
“by holding pH down, probably below 6.” As described below, JLI heeded Dr. Teague’s
advice.

45.  Monsees, Bowen, and JLI’s employees reviewed documents in the Big
Tobacco archive that included information on how to manipulate nicotine pH to
maximize nicotine delivery in a vapor while minimizing the throat irritation or “throat
hit” that may potentially deter new smokers. Chenyue Xing, a chemist who worked for
JLI (then called PAX Labs) and helped patent its liquid-nicotine formula, told Reuters
that she recalled reviewing tobacco company records and research. “We had consultants
who were veterans of the big tobacco companies,” she said. “We learned all the
history.”

46.  As Monsees noted in a 2015 interview with WIRED magazine, “The
people who understood the science and were listed on previous patents from tobacco
companies aren’t at those companies anymore. If you go to Altria’s R&D facility, it’s
empty.” Instead, some of those people were advising JLI and helping to develop JUUL.

47.  As Dr. Teague’s memo described, the solution that R.J. Reynolds
scientists devised in the 1970s for reducing nicotine’s harshness to make it easier for
“learning smokers” to start and continue smoking was to combine the high-pH nicotine
with a low-pH acid. The result was a neutralized compound referred to as nicotine salt.
In a 1973 R.J. Reynolds memorandum titled Cigarette Concept to Assure RJR a Larger

Segment of the Youth Market, R.J. Reynolds highlighted that this chemical manipulation
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of the nicotine content was expected to give its cigarettes an “additional nicotine ‘kick’”
that would be more appealing and addictive. A young R.J. Reynolds chemist, Thomas
Perfetti, synthesized thirty different nicotine salt combinations, tested the salts’ ability
to dissolve into a liquid, and heated them in pursuit of the “maximum release of
nicotine.” Perfetti published his results in a 1979 memo stamped “CONFIDENTIAL,”
which was found among the documents that the FDA obtained from JLI in 2018.
Relying on cigarette industry research like this, and assistance from Perfetti himself, JLI
developed a cartridge-based e-cigarette using nicotine salts. As described herein, JLI’s
use of nicotine salts, pioneered by Big Tobacco, was a critical tool for addicting non-
smokers, including youth.

48.  The “nicotine salt” formulation that JLI popularized follows this same
approach. JLI added benzoic acid to its nicotine liquid, creating a nicotine salt called
nicotine benzoate. This both reduced the nicotine’s harshness and delivered it more
directly to the user’s lungs and brain. The freebase nicotine in earlier e-cigarettes was
partly absorbed in the user’s mouth and throat, resulting in a much slower absorption by
the body.

49.  JLI’s use of nicotine benzoate affects the palatability of nicotine
inhalation by reducing the “throat hit” that users experience when vaping. According to
Ari Atkins, one of the inventors of JUUL, “[i]n the tobacco plant, there are these
organic acids that naturally occur. And they help stabilize the nicotine in such a way
that makes it . . . I’ve got to choose my words carefully here: Appropriate for

inhalation.”
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50.  Because cigarette smokers are already accustomed to a certain level of
harshness and throat hit, developing a product with reduced harshness and minimal
“throat hit” is only a critical concern if the goal is to appeal to first-time smokers. The
tobacco industry has long recognized this; a published study of industry documents
concluded that “product design changes which make cigarettes more palatable, easier to
smoke, or more addictive are also likely to encourage greater uptake of smoking.” In the
vaping context, reducing the harshness of nicotine also allows more frequent vaping, for
longer periods of time, and masks the amount of nicotine being delivered.

51.  From the start, JLI pursued a formulation with high nicotine content,
working to maximize the “buzz.” A former JLI manager told an investigative journalist
that at times, when employees tested new liquid-nicotine formulations on themselves or
on strangers taking smoke breaks on the street, the formulations contained so much
nicotine that it made testers’ hands shake and even made some testers vomit.

52.  JLI’s goal was to develop a “buzz-effective e-cig formulation,” which
would principally turn on “effectiveness (buzz, harshness),” followed by shelf life and
patentability. JLI founder Adam Bowen, head of R&D Ari Atkins, and director of
Scientific Affairs Gal Cohen served as the initial subjects in JLI’s early “buzz”
experiments. These tests were performed with the assistance of Perfetti, the same R.J.
Reynolds chemist who had studied nicotine salt decades ago to help R.J. Reynolds
palatably deliver more nicotine in its tobacco products.

53.  The “buzz” experiments, which used heart rate as a qualitative

measurement for buzz, showed that Bowen tested a 4% benzoate (nicotine salt) solution,
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which caused his resting heart rate to increase by about 70% in under two minutes, far

exceeding all other formulations JLI was considering:
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54.  High nicotine content generally translates into harshness upon inhalation
that would discourage new users, but JLI’s use of nicotine salts solved that problem.
The difference between the nicotine salt e-liquid in JUULpods and other e-liquids on
the market was significant. In a paper describing methodology for measuring nicotine
content in e-liquids and aerosols, Portland State University scientists compared two
JUULpod flavors, Fruit Medley and Creme Brulee, with other commercially available
e-liquids, and found that, of all the products tested, only the JUUL liquids were found to
combine high nicotine levels with low freebase nicotine values. The researchers noted
that tobacco company documents suggest that high-nicotine products with low freebase
nicotine levels, like JUUL, “will yield vape aerosols of much reduced harshness as
compared to products with even only moderate nicotine levels” but that are freebase
nicotine, and that “[t]his may well contribute to the current use prevalence of JUUL

products among youth.”
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55.  JLI contemplated features that would automatically disable the device
after nicotine delivery exceeded a certain threshold; according to Xing, one idea was to
disable the device for thirty minutes or more following a certain number of puffs. But in
the end JLI launched its product without any such features.

4. JLI designed JUUL products to contain and deliver as much nicotine
as possible

56.  JLI claimed that each JUULpod is the equivalent of one pack of cigarettes
and contains up to fifty-nine mg per ml of nicotine. In fact, JLI’s internal documents
confirm that JUULpods actually contain significantly more nicotine than a pack of
cigarettes: JLI’s regulatory head explained in 2018 to then-CEO Kevin Burns that each
JUULpod contains “roughly twice the nicotine content of a pack of cigarettes.” At 59
mg/ml, the nicotine concentration in a JUULpod is nearly three times the concentration
of nicotine that can be sold to consumers in the European Union, which set a maximum
nicotine strength of 20 mg/ml for e-cigarettes, based on the determination that this
concentration is adequate for the majority of smokers who use e-cigarettes as a
substitute for smoking. Even compared to the average e-cigarette sold in the U.S.,
JUULpods deliver roughly twice as much nicotine at nearly three times the speed.
While only approximately 10% of the nicotine in a traditional combustible cigarette is
delivered to the user, JUUL e-cigarettes, on the other hand, have been found to deliver
at least 82% of the nicotine contained in a JUULpod to the user. JLI’s own internal

studies suggest a nicotine transfer efficiency rate of closer to 100%.
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57.  JLI knew that it had designed a highly addictive product that would appeal
to youth much more than it would adult smokers. Additional early warnings about the
addictive power and youth appeal of the JUUL e-cigarette came from consumer
research that JLI commissioned in 2014. JLI hired the consumer research firm Tragon to
do research with prototypes of the JUUL e-cigarette. In September 2014, Tragon sent
JLI preliminary results from its market research, which showed that “the younger group
is open to trying something new and liked J1 [the JUUL prototype] for being smart,
new, techy, etc.” Tragon’s researcher added that “the qualitative information suggests J1
could fit into the e-cig or vapor category for the younger group. The qualitative findings
suggested this product isn’t going to fit as well with consumers who are looking to cut
back on the cigarette intake.” In a follow-up email, Tragon’s researcher stated that
“[t]he delivery was almost too much for some smokers, especially those used to regular
e-cigarettes. When they approached the product like they would a Blu or other
inexpensive e-cig, they were floored by the delivery and didn’t really know how to
control it.”

58.  Survey responses showed that the least important product attribute for the
adult smokers as well as adult non-smokers was JLI’s sought-after “buzz.”
Respondents’ comments included the following: “overwhelming when I first inhaled,”
“too much for me,” “it was too strong,” and “it caught me off-guard.” Traditional
cigarette smokers were also put off by the style initially, and one subject said the
“design was not as easy to hold and smoke.” However, other comments on the device’s

style said JUUL was “[v]ery discrete” and that “[1]t doesn’t even look like an e-
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cigarette. It’s sort of a disguise kind of thing.” One subject mused that JUUL “might
manage to make smoking cool again.”

59.  The final results from this consumer research were distributed to upper
management, including to then-CEO Monsees and then-Chief Marketing Officer
Richard Mumby.

60.  JLI’s later research also demonstrated that smokers preferred a lower
nicotine strength: by May 2018, JLI had completed Phase I of “Project Bears,” a study
of smoker and vaper nicotine strength preferences. The results showed that “[a]cross the
smoker segments, product liking is very similar[,]” and the “heaviest smokers (21+ cigs)
like 1.7% more than higher strengths” such as 3% and 5%. Similarly, “for those who
evaluated the 5% pod, when given the choice of lower level pod strengths, at least half
would choose a lower strength pod.”

61.  Although JLI’s own research showed that smokers—who JLI now claims
were its target demographic—preferred products with lower nicotine, JLI took no steps
to offer U.S. consumers its products in a lower nicotine formulation until August 2018,
when it began marketing certain flavors in 3% nicotine strength. (JLI markets 1.7%
nicotine JUULpods in countries such as the UK and Israel.) Instead, JLI’s sales force
emphasized the addictiveness of its formulation to persuade retailers to give the new
product shelf space. Vincent Latronica, head of East Coast sales and distribution for JLI
(then called PAX Labs) from 2014 until early 2016, told Reuters that he used a chart
showing JUUL’s rapid delivery of nicotine to the bloodstream as a way to convince

store owners that they would have repeat business and not be left with unsold inventory,
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and this became a central selling point for the new JLI product. JLI’s sales team was, in
Latronica’s words, “relentless.”

62.  Even retailers grew concerned about the addictiveness of JUUL products.
For example, on April 22, 2017, an e-cigarette retailer emailed JLI’s director of
Scientific Affairs, Gal Cohen, expressing concern about the addictiveness of JLI’s
products. He wrote:

I am very concerned about the JUUL products. People’s addiction
behavior is SEVERE with this JUUL device. I don’t think I can justify
carrying this anymore.

The Brooklyn store is run by someone else and he still wants to carry it. |
am not really happy about this. It was a simple product for users who do not
want to fill tanks and change atomizers and it was easy to sell, but I really
don’t feel good about selling it. I know we talked about this back a few
years ago before we were carrying the product, but I am curious to know
what is in the liquid. I know the nicotine salts are added but I would like to
know what else is in it. Do you guys have a GCMS or ingredient listing for
the liquid? Are there other additives? I want to feel more comfortable so I
can keep carrying these, but I have seen what it is doing to people and I
am very uncomfortable with it. Last year when the news came to me and
wanted me to help them with the story that teens were using JUUL I shut
that story down by telling them it wasn’t true. It is true.. kids are getting
hooked on this thing and they don’t even understand half the time that
it has nicotine in it! Little Kids.. like 14 and 15 year olds. They try to
come in my shop and we tell them it is 21 and over and get them out... but
it is REALLY bad! I have kids calling and trying to order using delivery
services as well. We will only allow pickup and delivery for regular
customers whose ID we have already checked... but they TRY and that
worries me.. because the smoke shops and bodegas are NOT checking that
the person they are picking up for is old enough to buy the product.

I agree that it is certainly less hazardous than smoking... but to
intentionally increase the addictiveness of nicotine seems really
irresponsible and makes me feel like Big Tobacco pushing people onto
a really addictive product. I just don’t think that it is necessary and [ don’t
feel good about it.
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Anyway... if there is any info you have that might make me feel better about
selling it let me know... or if you could send me ingredient listing (I know
Pax applied for the patent on the liquid with the nicotine salts so it should
be ok to share now?) I would appreciate it.

63.  Just days later, on April 28, 2017, JLI held a meeting with outside
scientists regarding its pharmacokinetic data, in which the “concern was raised that
because the nicotine update [sic] is slightly faster the data could be interpreted as
feeding an addiction faster[.] Given the current climate with addictions to OxyContin
how the data is presented needs to be considered carefully.”

64. JLI did not, however, take any steps to reduce the addictive nature of its
products; JUUL’s fast-acting and addictive formulation was just too valuable. In
November 2017, JLI’s Director of Consumer Insights described JUUL’s “design and
chemical formulation (fast acting nic salts)” as JLI’s “ace in the hole” over the
competition.

B. Following Big Tobacco’s Playbook, JLI Launched JUUL with a Blatantly
Youth-Oriented Campaign

1. JLI learned from Big Tobacco the importance of hooking kids

65.  In addition to mining tobacco industry research on nicotine chemistry
manipulation, JLI also looked to Big Tobacco for marketing strategies, including
advertisements designed to lure non-smoking youth. As discussed above, Monsees and
Bowen were able to take advantage of internal tobacco company documents made
available to the public through the MSA. They also utilized an extensive online tobacco
advertising research database maintained by Stanford Research into the Impact of

Tobacco Advertising (“SRITA”), an inter-disciplinary research group devoted to
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researching the promotional activities of the tobacco industry. SRITA’s database
contains approximately 50,000 original tobacco advertisements. According to Monsees,
JLI’s advertising was in