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PER CURIAM:
. INTRODUCTION
A group of landowners appeals the district court’ s judgment dismissing their
civil action and imposing sanctions on their counsel in the amount of $128,563.43.

We affirm dismissal of the action, but reverse the award of sanctions.

"Honorable Maurice M. Paul, United States District Judge for the Northern District of
Florida, sitting by designation.



. BACKGROUND & PROCEDURAL HISTORY

Plaintiffs Eugene C. Anderson, Cynthia Baley Watson, Roger Dae Pickett,
Marvin Carnagey, Keith Dotson, JimBraum, Linus Solberg, Betty Janssen, and Don
Webb own land abutting Defendant Smithfield Foods, Inc., theworld’s larges hog
producer and pork processor. Plaintiffs bring this putative class acti on on their own
behalf and for al others similarly situated, alleging that Smithfield and its CEO,
Joseph W. Luter, |11, areliableunder thecivil provisons of the Racketeer Influenced
and Corrupt Organizations Act (“RICO”), 18 U.S.C. § 1961, ef seq., for business
practices amounting to racketeering.

Plaintiffs First Amended Complaint alleged that Defendants polluted land and
water inviolation of numerouslawsandregulations, and lied about and profited from
these environmental transgressions. Plantiffsalleged tha this conduct givesriseto
liability under RICO because it constitutes a pattern of money laundering and wire
and mail fraud. Defendants moved, under Fed. R. Civ. P. 12(b)(6), to dismiss the
First Amended Complaint for failure to state a claim upon which relief can be
granted. Thedistrict court granted the Defendants’ motion. Anderson v. Smithfield
Foods, Inc., 209 F. Supp. 2d 1270, 1278 (M.D. Fla. 2002). Thedistrict court stated

generally that RICO was not an available remedy:



The Court recognizes Faintiffs concern for theimpactthat Defendants
business has on the environment. However, the Clean Air Act, the
Clean Water Act,and avariety of other statutes were designed to protect
against these hazards. Although Plaintiffs allege that Defendants
consistently and constantly vid atethese statutes, RICO isnot the proper
remedy for Plaintiffs to vindicate their rights involving violations of

these statutes.

Id. at 1275. The district court’s order went on, however, to identify defects in the
Plaintiffs RICO claims, noting that the Plaintiffs had insufficiently alleged the
specific intent required to prove mail and wire fraud, that their allegations that
Defendants profited from violating environmental laws were insufficient to show
money laundering, that thefactsthey alleged were too vague to show the enterprise
required for RICO liability, and that they had failed to allege the harm required by
RICO. Id. a 1275-76. Thedistrict court then gave the Plaintiffs thirty daysto file
another amended complaint. /d. at 1278.

The Plaintiffsthen filed a Second Amended Complaint. They again sought to
recover under RICO. Inthiscomplaint, however, they dropped the money laundering
allegations, but elaborated on thar mail and wire fraud allegations and added new
allegations of extortion. Defendants again moved to dismiss under Rule 12(b)(6).

The district court granted this second motion to dismiss. Anderson v. Smithfield

Foods, Inc., 207 F. Supp. 2d 1358, 1365 (M.D. Fla. 2002).



When the Defendants moved to dismissthe Second Amended Complaint, they
also moved for sanctions under Fed. R. Civ. P. 11, asserting that the Plaintiffs had
improperly pleaded RICO claims in the Second Amended Complaint. The district
court granted the motion and imposed monetary sanctions in the amount of
$128,563.43 to defray the fees and costs incurred by the Defendants in attacking the
Second Amended Complaint. Anderson v. Smithfield Foods, Inc., 209 F. Supp. 2d
1278, 1282 (M.D. Fla. 2002). Thecourt imposed thesanctions because it concluded
that the Plaintiffs had not made areasonable inquiry into the viability of the RICO
clams before filing the Second Amended Complaint. /d. at 1281. Specifically, the
court stated:

Indismissing the First Amended Complaint, the Court warned Plaintiffs
that, although Plaintiffs could possibly have a cause of action against
Defendants, they did not have a claim under RICO. After detailing the
reasons why Plaintiffs did not have a claim under RICO, this Court
granted Plaintiffs leave to amend their complaint. Plantiffs took the
opportunity to amend their complaint, and Faintiffs again brought a
RICO claim, against this Court'sadvice. . . . [T]he Court finds that no
reasonable attorney, especialy in light of the dismissal of the First
Amended Complaint and under the circumstances, could reasonably
believethat the Second Amended Complaint had any reasonable chance
of success or that it stated a claim of relief upon which relief could be
granted.

Id. The Plaintiffs appeal.



I1l. ISSUES ON APPEAL AND CONTENTIONS OF THE PARTIES

ThePlaintiffscontendthat thedistrict court erred inimposing sanctionsrel ated
to the Second Amended Complaint. They contend, among other things, that it was
reasonable for them to interpret the district court's order dismissing the First
Amended Complaint as inviting an effort to remedy pleading defects in the RICO
claims.

The Plaintiffs also contend that the district court erred in granting the
Defendants’ two motionsto dismiss. We find these arguments meritless, and affirm
the dismissal without further discussion. See 11th Cir. R. 36-1. In doing so, we
affirmonly thedistrict court’ sultimate conclusionsthat plaintiffs complaintsfail to
state a claim on which relief can be granted, and do not endorse all of the district
court’s reasons for these conclusions. We do conclude, however, that the district
court entered judgment for the defendants without areversible error of law.

V. STANDARD OF REVIEW

Wereview for an abuseof discretionthedistrict court’ simposition of sanctions

under Rule 11. Massengale v. Ray, 267 F.3d 1298, 1301 (11th Cir. 2001).
V. DISCUSSION
“The standard for testing conduct under amended Rule 11 is ‘ reasonabl eness

under the circumstances.’” United States v. Milam, 855 F.2d 739, 743 (11th Cir.



1988) (quoting Donaldson v. Clark, 819 F.2d 1551, 1556 (11th Cir. 1987) (en banc)).
A district court has the discretion to award Rule 11 sanctions:

(1) when aparty filesapleading that has no reasonabl e factual basis; (2)

when the party filesapleading that is based on alegal theory that hasno

reasonable chance of success and that cannot be advanced as a

reasonabl e argument to change existing | aw; or (3) when the party files

apleading in bad fai th for an improper purpose.
Massengale, 267 F.3d at 1301 (quoting Worldwide Primates, Inc. v. McGreal, 87
F.3d 1252, 1254 (11th Cir. 1996)). Here, the district court found that the Plaintiffs
had filed a pleading advancing claims that had no possible chance of success. After
carefully reviewingthedistrict court’ sfirst dismissal order and the Plaintiffs’ Second
Amended Complaint, we conclude, for two related reasons, that the district court
abused its discretion in imposing sanctions.

First, there is scant on-point authority to guide the reasonable lawyer to the
conclusion that, with the RICO clamsin the Second Amended Complaint, he either
had no reasonable chance of success or was advancing an unreasonable argument to
change existing law. Though we have concluded that the Second Amended
Complaint does not state viable RICO claims, we areunable to conclude that only an
unreasonable lawyer would have made these claims.

Second, the district court’ s order dismissing the claims in the First Amended

Complaint did not give such a clear warning not to refile under RICO that only an



unreasonable lawyer would have repleaded RICO claims. The district court’s
sanctionsorder givesparticular consideration toitsfirst dismissal warning that RICO
was not a proper remedy. The court states that itsfirst dismissal order clearly stated
that RICO was not an available remedy, and reasonsthat the order would have put
any reasonable lawyer on notice that the RICO claims had no chance of success.
Whilethedistrict court’ sfirst dismissal doesstatethat RICO isnot the proper remedy
for Plaintiffsto pursue, the order al so points out the pleading defectsin the Plaintiffs
RICO claims and gives the Plaintiffs leave to file a Second Amended Complaint.
This approach created an ambiguity. Based on this ambiguity, a reasonable lawyer
could interpret the order as inviting better-pleaded RICO claims. Thus, we cannot
say, in light of the first dismissal order, that a reasonable lawyer must have known
that improved RICO claims would have no reasonable chance of success.

In light of the paucity of controlling precedent and the district court’s first
dismissal order, Plaintiffs counsel were not unreasonable in pleading the RICO
claims in the Second Amended Complaint. Therefore, we conclude that the district
court abused its discretion in imposing sanctions.

VI]. CONCLUSION



Thedistrict court’ sdismissal of theactionisaffirmed; becausethedistrict court
abused its discretion in awarding sanctions, the district court’s imposition of
sanctionsis reversed.

AFFIRMED IN PART; REVERSED IN PART.



