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LEGACY. Legacy"M

Mission and Programs

e Nonprofit public health foundation located in
Washington, D.C.

 Established by the landmark 1998 Master
Settlement Agreement between the five major
tobacco companies, 46 states and five U.S.
territories.

e Two-part mission: (1) build a world where young
people reject tobacco (prevention) and (2)

anyone Can Quit (cessation)



LEGACY. Youth Key to Tobacco
FOR LONGER HEALTHIER LIVES I nd u Stry

 Youth are key to maintaining and growing the
cigarette market

e Industry documents reflect this reality

e How can we forget the famous quote: “The
base of our business is the high school
student”



LEGACY. Youth Key to Tobacco
FOR LONGER HEALTHIER LIVES I nd u Stry

 Nearly 80% of smokers start before the
age of 18 and nearly 90% start before
the age of 20.

e In 2006, 6.3% of middle school students
and 19.7% of high school students were
current cigarette smokers.



LECASY Everyday in the U. S.:

e Tobacco industry spends on average more than
$34 million on advertising & promotion.

o Approximately 3,900 12- to 17-year-olds start
smoking — about 1,500 become daily smokers.

o Approximately 1,200 people die prematurely
from tobacco related disease.



LEGACY. . .
O -aemmevs [N ustry Marketing Expenditures

In 2006, industry spent $12.5 billion on marketing expenditures in the US

Retail value-added involving bonus

(0)
cigs ($817.8M) 0.5%
Promotional allowance - i.e. payments 2 30
to retailers and wholesalers ($905M) 970

Coupons ($625.8M) 5.0%

Promotional allowance - i.e. price

i 0
discounts to retailers ($9.21B) (8.7%

% of Overall Marketing Expenditure

FTC Cigarette Report for 2006, issued 2009 6



Aol Menthol Use

 Menthol cigarettes equal 20% of the
cigarette market

 Research shows that menthol smokers
are more likely to use promotional offers
(such as coupons and other discounts)
than non-menthol users.



Aol Menthol Use

e Between 2000 and 2002, there was an overall
decrease 1n youth smoking rates; however,
during the same period, youth menthol
cigarette use increased by 18.5%.

 Nearly half of all teen smokers are smoking
menthol cigarettes.

 Despite a 22% decrease in overall packs of
cigarettes sold (2000- 2005), menthol sales
remained stable.



LEGACY  Menthol Use Among Smokers
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LEGACY. Tobacco and the

African American Community

e 21% of all African American adults
smoke.

e 26% of African American men smoke.

e 18% of African American women smoke.

10



LEGACY. Menthol and the
African American Community

* Nearly 80% of African American smokers
smoke menthols

e 87% of African American high school
smokers smoke menthols

e 88% of African American middle school
smokers smoke menthols
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Hispanic Community

LEGACY. Tobacco and the

 16% of all Hispanic adults smoke.

e There are substantial differences in
Hispanic smoking rates by gender:

—21% of Hispanic men smoke
—11% of Hispanic women smoke.
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LEGACY. Menthol and the
Hispanic Community

e 32.3% of Hispanic smokers smoke
menthols

e 52% of Hispanic high school smokers
smoke menthols

e 63% of Hispanic middle school smokers
smoke menthols
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LEGACY. Tobacco and the

Asian American Community

e 10% of all Asian American smoke

 As with Hispanics, significant gender
differences exist:

—16% of Asian American men smoke
— 5% of Asian American women smoke
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LEGACY. Menthol and the
Asian American Community

e 31.2% of Asian American adult smokers
smoke menthols

e 59% of Asian American middle school
smokers smoke menthols

e 51% of Asian American high school
smokers smoke menthols
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Aol Menthol in Cigarettes

What We Know About Menthols:

— Starter Product for Youth

— Health Reassurance Promises

— Targeted at minorities and African-
Americans in particular
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LESACY Starter Product for Youth
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LEGACY.

FOR LONGER HEALTHIER LIVES

Starter Product for Youth

B&W Internal Document from 1987

APPENDIX A

PRODUCT REASON FOR KOOL'S DECLINE IN ATTRACTING STARTERS

From a product recipe standpoint, I can understand why possibly

KOOL KS and 100s are no longer considered to be acceptable starter
products. First, let's consider which smoking attributes are
important to a beginning smoker. Based on my own initial smoking
experiences and comments from other smokers about their early smoking
experiences, the attributes are:

1. low tobacco taste (this is an acquired taste with use),
2. low impact and irritation (a strong smoke is intolerable),

3. low tobacco aftertaste (heavy, dirty taste is intolerable),
and

b, if it's a menthol product, it should have a low amount.

Menthol brands have been said to be good starter products because

new smokers appear to know that menthol covers up some of the tobacco
taste and they already know what menthol tastes like, vis-a-vis
candy. The level of menthol in the product is, however, critical.

Source: http://legacy.library.ucsf.edu/

18



LESASY  Starter Products for Youth

 For years, the tobacco industry has
manipulated the level of menthol in cigarettes

 Low levels of menthol for young “starters” —
just enough to mask the tobacco flavor

ok
Marlboro
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bl dn Bl EaTeets, Fudid
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LESASY  Starter Products for Youth

 Higher levels of menthol for
“experienced” smokers — to keep up with
their need for a stronger sensation as
they become more acclimated.
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LEGACY. Kools and Newports Advertised 1n
S Magazines with High Youth Readership
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LEGACY. Ad and Product Placement
Catches the Attention of Youth




LEGACY Ad and Product Placement
Catches the Attention of Youth
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Sl eiohs Packaging to Appeal to Youth

" CAMELMEeNTHOL

- Flbmr Linet gt 85 S4Sttmnal Sarat af mrathel frmbeens b8
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g L

Teens always want “more” and they
want to be “cool”

Source: http://www.trinketsandtrash.org/
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http://www.trinketsandtrash.org/

A ah Messages to Appeal to Youth

FREEDOM
AT YOUR
FINGERTIPS

1 75¢ OFF ONE PACK " 2009 Direct mail piece —
Il Ml cAME §§ 4€ Source:
e | 75¢ OFF ONE PACK == www.trinketsandtrash.org

What do teens value more than their freedom?
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LESASY  Messages to Appeal to Youth
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Aol Targeting Minorities

 The tobacco industry has a long history
of targeting minorities

 One document reveals that Newport’s
target audience was “[yJoung adult
smokers, especially 1n inner-city areas”

 Another describes Kool as “the starting
brand for young blacks” and the
“dominant brand in the inner city”

Source: http://legacy.library.ucsf.edu/
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http://legacy.library.ucsf.edu/

Aol Lorillard Sales Seminar (1978)

EXHIBIT I

BLACK SEMINAR
MARCH 27, 1978
PROMOTION IDEAS

l. Poster with Black Athlete smoking lo-tar Lights.

2. More sampling by reps.

3. Blacks in blue collar situations vs. coat and tie on posters.

4. Coupon on back of NEWPORT packs.

5. Use at "unannounced"” coupon to generate curiosity - customer
doesn't know what it will be redeemed for.

6. Special promotion on carton for Black smoker on local basis.

7. Customized NEWPORT van for sampling.

8. Advertise NEWPORT as the "space age" cigarette using the
crescent as a space symbol.

9. Sample NEWPORT at Black conventions, expos., etc.

10. Sample outside plants/factories - where the smoker works.

11. Contest which requires proof of purchase - win 100 records.

12. Contest tie-in with a record company.

13. Tie-in with any company who help black - "we help them, they
help us." Target group age 16+.

Source: http://legacy.library.ucsf.edu/ 28
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g R Targeting Minorities:
In Store Ads

 Neighborhood and store ads promoting
menthols appear to be higher in

minority communities
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| EGACY. Targeting Minorities:
In Store Ads & Billboards

e One study found that in one

city, Black neighborhoods were
significantly more likely to
have ads for menthols than

OtheI' nelgthI'hOOdS (Altman et al, 1991)

e Another study found that 32%
of point of sale ads in
predominantly African
American or Latino
neighborhoods were for
menthols vs. 10% 1n non-

minority neighborhoods wawsetal,
2002)

THIS IS A
KOOL STORE
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AT Targeting Minorities:
.. FOR LONGER HEALTHIER LIVES MagaZineS

e Menthols are heavily advertised in
minority-market magazines

 One Study found that between 1998-
2002, Ebony was 9.8 times more likely
than People to contain ads for menthols

 The Spanish version of People was 2.6
times more likely to contain menthol ads
than the English version

31



LEGACY. Targeting Minorities:
FOR LONGER HEALTHIER LIVES African Americans

SUAGEON GENERAL'S WARNING: Ouitting Smoking
Now Greatly Reduces Serious Risks to Your Health

stir the senses

Sources: www.trinketsandtrash.org & http://tobacco.stanford.edu
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LEGACY. Targeting Minorities:
FOR LONGER HEALTHIER LIVES Hispanics

S
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THE HOWSE 0F MENTHOL | I\/]

THE HOUSE OF MENTHOL ..

ADVERTENCIA DEL CIRUJANQ GENERAL: EI
Humao del Cigarrilla Contiene Mondxido de Carbono,

ADVERTENCIA DEL CIRUJANO GENERAL: Fumar
Durante el Embarazo Puede Causar Dano Fetal, Parto T
Prematwro y Reducir el Peso del Recién Nacido.

Source: http://www.trinketsandtrash.orqg/
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Sl Targeting Minorities

==

OGARETES =

SURGEON GENERAL'S WARNING: Smoking
Causes Lung Cancer, Heart Disease,
Emphysema, And May Complicate Pregnancy.

Source: http://www.trinketsandtrash.org/
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LEGACY. . . " .
FOR LONGER HEALTHIER LIVES Targetlng Mlnorltles: ASlanS

BE TRUE.

Source: http://www.trinketsandtrash.orqg/

(138 . ey
SURGEON GENERAL'S WARNING: Smoking
Causes Lung Cancer. Heart Disease,
Emphysema, And May Complicate Pregnancy

| M2 KAOL

BE TRUE.
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LEGACY.

FOR LONGER HEALTHIER LIVES

Exploiting Native Americans

How do we make o menthel cigaratte withaut
adding onything to the tobacco? Simple. We
put erystal granules into the Filter that are infused

with notural menthol. All you're buming is 100%
additive-free lobaceo, so you get the consistently
frash, menthol taste you want, while smoking

the best premium natural fobocco found only in
Motural Americon Spiril.

Our Green pack gives you o fullbodied menthel
toste, and our Green & White pack gives you a

light, mellow menthol toste.

Try Natural American Spirit
with $20 in Gift Certificates

TryAmericanSpirit.com
or call 1-800-872-6460
Prome Code 79204

Offer for two $10 Gin Cortificates good toward amy Natural American Spiit products of greater value. Offer nestricted to U5 smokers 21 years of age or older
Limit ane ofer per person per 12 month period. Offer void in MA and where prohibited. Other restrictions may apply. Offer expires 05/3010.

SURGEON GENERAL'S WARNING: Smoking No additives in our tobacco
Causes Lung Cancer, Heart Disease, does NOT mean a safer cigarette

Emphysema, And May Complicate Pregnancy.

S 4 2 Ml Tebaies Ca. & BNIEA

Source: http://www.trinketsandtrash.orqg/
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LEGACYM

FOR LONGER HEALTHIER LIVES

Targeting Minorities

COAST TO CL

SURGEON GEMERAL'S WARNING: Smcking
By Pregnant Wemen May Result in Fetal
Injary. Premature Birth, And Low Binth Weight.

Source: http://www.trinketsandtrash.orqg/

i ABBDTATION
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AP D W RINE ALL THAT SOES WITH 1T,

THE HOUSE OF MENTHOL ....
T N —
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Aol Concluding Remarks

 Youth and minorities are the target of
tobacco industry advertising —
particularly for menthol cigarettes

e Menthols continue to be a key to the
financial survival of the cigarette
companies
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A ah Concluding Remarks

Lorillard investor presentation - 2009

St

Recent Menthol Share Growth

Recent Menthol share growth can be attributed to:
+ Highly competitive brand retail price promotions
+ Continuation of competitors’ line extension strategies (i.e., Marlboro Blend 54)

+ Slower long-term decline rate for Menthol vs. Non-Menthol

Source: http://investors.lorillard.com 39



A ah Concluding Remarks

Lorillard investor presentation - 2009

St

Menthol Continues to Gain Share

As consumer preferences continue to evolve,
Lorillard is best positioned to capitalize on that trend

30.0% -
29.0% - 28.4% 28.6%
28.0% -
27.0% -
26.0% -
25.0% -
24.0% -
23.0% -
22.0% -

21.0% -

20.0% -

2003 2004 2005 2006 2007 2008 20091H

Source: D tic wholesale shi ts per MSA! (adiusted fo exclude Camel Crush).

Source: http://investors.lorillard.com
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Aol Concluding Remarks

e In light of the susceptibility of youth to
advertising and the obvious targeting of
minorities, we hope that FDA will place the
strongest restrictions allowed by law on
cigarette advertising

 There 1s sufficient evidence to ban menthol for
public health and social justice 1ssues. We
hope that FDA does all it can to do so.

41
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