Illicit Tobacco
Trade Overview
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Altria Tobacco Operating Companies Structure

Altria

Altria

Service _
. Altria Group
Companies Distribution Company
> <

M.‘ Altria

Alrria Chenf Servicas

Tobacco Operating Companies |
i —~ .,“_
age ] T
PhilipMorrisUSA | | us&smokeress | | Zz. Musden NuMark
an Aitria Company ﬁCW\HM_mM%,,:MMW ) an Altwp Company, an Altria Company
S S 5% y

&)

,_:___s__ :

For illustrative purposes only.
Not actual corporate structure; does not reflect all Altria subsidiaries in its entirety.

Altria

Altria Client Services Altria Client Services | Brand Integrity | FINAL | 12/9/15 | 3




SaDIALBS US| BLY|Y
oy ¥ 1 GL/6/Z) I TYNIZ | AuBOIU| puBig | SSOINISS JUSID BUlY INBS JUBHD BLIIY

Anrdoyoy [ENONIRTY : .m._“.HH.—”.<. .

Ry

voddng g wswalebugy
WSS IQT M2

e

Aoy |suueyD spell SHBUY JUSWWSADD) fAunosg jonpoid

DRTTEINS [ETSEPY IR [TEYYY SRR W VR EE

Buliopuol] oI
R e ——
® _ _ -

BIWCH 01 SHLLIBUOIUT B 13597 el ey

SUORE NUNUIUOT uonebiny

SWiBL MO} D BRI D
LAY SO SIS Bung uniacgy damnid

:sa1bojel}s =

‘Plos pue paingisip ate Asy) yoiym ybnoayy sjpuueys spel) ejeuinbs
ayl pue spueiq saluedwos bBuijeiado 0ooeqO) S BUYNY JO AliBalUI 2y) 109)04d O] (UOISSI =

AJLIS91U] [QUURY)) dpeL], puk puelg




Cigarettes

& " Altria
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How PM USA Cigarettes are Packaged/Sold

O . i
za__s____

Pack contains 20 cigarettes

Case contains 60 cartons

Carton contains 10 packs
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Drivers of Illicit Trade

State Excise Tax (SET) rates National Average for Taxes
and Fees of Retail Price

per pack as of December 7, 2015

Taxes and Fees

< 50¢ <$1.25 <$2.00 > $2.01

! = ° hrand h__.n..
i .>.“—.HH4H.” wd trade .§§p< "
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Empty Discarded Pack (EDP) Program

*® Altria
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Boston - Industry EDP Results

State Stamps found in Boston EDP Collections

2014
2011 -
All Others sy IR All Others

% VA 0.9% VA
CcT

. cr = 12.7%

— 11.9%

m Rl BRI
m NH m NH

T e T |

brand
wd trande
».r.:_:.. _
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Other Tobacco
Products
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OTP Distribution

FET SET?
0l i — - m — = |
Manufacturer Direct Non-Direct zosu!_.moﬂ

Wholesaler Wholesaler Wholesaler

_

Retail Outlet Retail Outlet Retail Qutiet Retail Outlet

%7/ Adult Consumer
N
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How JMC Cigars are Packaged/Sold

25 single
packs cigar
dispensers*

Pre-priced 2
Pack Deals* .

Cases contain various count configurations
5 Packs

distributed in 50
pack
configurations

, *JMC Single Cigars and Pre-Price Cigars not distributed in jurisdictions where prohibited by law . >
¥ Altria o ...
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Massachusetts OTP Case

Feds: Defendant pleads guilty to role in tobacco
wholesale tax fraud ring in Massachusetts,
Connecticut

By Corar Berry | cherry@repub.cam
Email the author | Follow on Twither

on March 23. 2015 at 11:25 PW, updated March 23. 2015 at 11-35 PM
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g " Altria

Illegal Tobacco Task Force

STATEMENT OF MICHAEL THORMNE-BEGLAND
DIRECTOR OF BRAMD INTEGRITY ANMD ASSITANT GENERAL COUNSEL

ALTRIA CLIEMNT 3!

SUBMWITTED 0N BEHALF OF PHILIP MORRIS USA INC.,

TO ILLICIT TOBACCO 8??3@.029
ON OPTHOMS FOR MASSACHUSSETS TO ENHAMNCE ITS EFFORTS
TO COMBAT THE ILLICIT TRADE IN TOBACCO

U.5. SMOKELESS TOBACCO COMPANY LLC AND JOHN MIDDLETON CO.

) aatth of Maz sachus

Report of Commission on
Illegal Tobacco

23812014
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Other Examples

Provide measures and annual reporting on tobacco enforcement

California BOE monthly reporting

California State

Board of Equalization

Home File « iteturn Make a Payment Taxes & Fees 15 & Pubs

LogIn = Aboui BOE  Languages | Conlaci Us

_mmma: BOE

Penmits & Licenses

Online Services News & l-vents

Investigations Division — Cigarette and Tobacco Products Inspection Program

The Cigarette and Tabacco Products Licensing Act of 2003 authorized the Board of Equalization. Investigation Division, to inspect business lacations and seize
any untaxed tobacco products and cigarettes. "Untaxed" cigarettes inciugde ciparettes without tax stamps. cigarettes affived with counterfeit or other state stamps.

ig: packs (st

ped or ur ) that are marked "Net for sale in the United States.” or cigarettes to which cigarette tax stamps are affixed in vislation of
the specified prohibitions under the Master Setflement Agreement (Revenue & Taxation Code section 30165.1). Untaxed tobacco includas tolbaeco products in
inventofy for which there are no valid purchase invoices thaf chow excise taxes paid.

The table below refiects the results of current inspections conducted by the Investigations Division. and will be updated on a monthty basis. Prior year's figures can
be viewed using the year's link below. Inspections conducted include ratail, wholesale. and distributor business locations

Year
2015

January
February
March
April

May

June

Juty
August
September
Gctober
November
December

Total

Number of Number of
inspections Cigarette Seizures
663 23
354 5
863 5
1,157 4
923 2
1,042 8
986 8
1.04% 8
1,057 8
930 5
9,570 T4

Total Packs of
Cigarettes Seized

10,683
328
2,202
61
a7
8,556
9,795
1,141
26,637
43,890

11310

Number of Tobacco
Product Seizures

6
14
g
15

4

80

Total Wholesaip Cost of
Tobacco Seized

33,284
11,934
8,836
32,784
14,030
845
516,71
4,313
1,809
33,570
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