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Testimony in support of SB 1018 - Tobacco Product Manufacturers — Escrow Act —
Alterations

Every single cigarette sold to our residents represents a small damage to our community. It
represents addiction, detrimental health outcomes, and dirtier streets. Nonetheless, some
companies who are equally complicit in this danger have gone unscathed for far too long.

Nonparticipating manufacturers, those who were not part of the Escrow Act and state settlement
in 1998, do not have to pay into the Escrow account perpetually. It allows these companies to
collect all interest accrued from their payments and allows them to get their money back in 25
years. This has turned an important source of state revenue into a savings account for these
companies, only contributing to lower prices that encourage addiction. When consumers see that
one company offers much cheaper cigarette packages, they think of it as a deal, not as a health
problem, and this can only lead to more people being entrapped by this industry.

Thus, we look to create a more equitable environment for these companies to pay their debt to
society, which they increasingly have a higher burden for. The price differential between
participating and non-participating has heavily increased the market share of those who were not
part of the settlement, as they boosted their sales 9 times over following the creation of the cigarette
tax. Our tax revenues are consistently going down, but cigarette sales among the youngest
populations have steadily grown in the past few years. This is clear evidence that the current system
is no longer fit to tackle this issue properly.

This legislation would thus restore a level playing field by requiring every manufacturer to make
the same contributions for the same damage, regardless of their participation in the agreement. The
more these companies grow, the more we condone the damage they have caused to our community
in the past 25 years. Every company has to pay its fair share so that our healthcare costs don’t go
up in smoke.

For this reasons, | respectfully request a favorable committee report on SB 1018.
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March 13, 2024

TO: The Honorable Pamela Beidle
Chair, Finance Committee

FROM: John M. Leovy
Assistant Attorney General, Office of the Attorney General

RE: Senate Bill 1018 — Tobacco Product Manufacturers — Escrow Act —
Alterations.

The Office of Attorney General urges this Committee to report favorably on Senate Bill
1018 — Tobacco Product Manufacturers — Escrow Act — Alterations.

Senate Bill 1018 restores fairness and equity to Maryland’s cigarette market. It amends
Maryland’s Tobacco Product Manufacturers Escrow Statute by removing a provision that allows
companies that did not join the Master Settlement Agreement, or “MSA,” to use their escrow
accounts to subsidize low cigarette prices and undersell their competitors. Senate Bill 1018 will
thus fulfill the legislature’s intention when it enacted the Escrow Act, Bus. Reg. §§ 16-401-403,
creating a level playing field for all the cigarette companies that compete in Maryland’s market.

Maryland enacted the Escrow Act in 1999, the year after it signed the MSA. Cigarette
companies that joined the MSA, called Participating Manufacturers (“PMs”), must end almost all
cigarette advertising and pay Maryland and other States billions of dollars every year. These
payments are to compensate the States for some of the past and future medical expenses incurred
from treating their residents for the diseases cigarettes cause. As a result, Participating
Manufacturers must raise their prices to finance their settlement payments. This creates a market
opportunity for companies that do not join the MSA, called Nonparticipating Manufacturers
(“NPMs”), to undersell the PMs.

This bill letter is a statement of the Office of Attorney General’s policy position on the referenced pending legislation. For a legal or
constitutional analysis of the bill, Members of the House and Senate should consult with the Counsel to the General Assembly, Sandy Brantley. She
can be reached at 410-946-5600 or sbrantley@oag.state.md.us.
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Intending to level the playing field between the PMs and the NPMs, Maryland and other
States enacted the Escrow Act, which requires all cigarette companies to make a choice. They must
either become a PM and comply with the MSA’s financial obligations or remain an NPM and
deposit funds into an escrow account roughly equal to the settlement payments that they would
have to make to the State and leave the funds there for 25 years.

In the last 25 years, NPMs have collectively deposited more than $10 million in escrow
accounts for the cigarettes they have sold in Maryland. NPM cigarettes make Marylanders just as
sick, and strain Maryland’s health care system, just as much as the PMs’ cigarettes do. The NPMs’
escrow accounts are assets held by the NPMs, which expect to recover every penny 25 years after
they deposit it. NPMs also earn interest on the money in their escrow accounts, which they use to
underwrite their business and sell cigarettes at prices lower than the PMs can. As one NPM recently
boasted, they use the interest “to offset business expenses.”

The chart below illustrates why the current law favors NPMs and why the legislature needs
to establish equity in the cigarette market by enacting Senate Bill 1018.
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Both packs of cigarettes, PM and NPM, are subject to the same amount of Federal Excise
Tax and State of Maryland Excise Tax. Where they differ is in that top level. The PMs pay about



90 cents per pack pursuant to the MSA and the money goes to Maryland’s Cigarette Restitution
Fund.! But the NPMs deposit about 86 cents per pack and the money goes not to Maryland, but
into an escrow account owned by the NPM, and they use the money, including interest earned, to
subsidize their low-priced cigarettes. Those cheaper cigarettes drive up Maryland’s smoking rate
and cost Maryland’s taxpayers more money treating people sickened and killed by NPM cigarettes.

The 25-year roll-out period will start soon, and the escrow accounts, which were intended
to impose costs on NPMs and make funds available to States should they bring certain claims
against NPMs, are now subsidizing low-priced cigarettes. This leaves Maryland’s taxpayers to foot
the bill for the costs associated with the NPMs' cigarettes. Senate Bill 1018 will put an end to this
plan by restoring the level playing field between PMs and NPMs that Maryland’s legislature
intended when it first enacted Maryland’s Escrow Act almost 25 years ago.

Senate Bill 1018 is also carefully drafted to avoid any risk to the State’s future MSA
settlement payments. If any future court or tribunal determines that the amendments contained in
Senate Bill 1018 is are unconstitutional or otherwise invalid, it provides that the current statute
immediately snaps back in place as if it had not been amended.

The most important feature of Senate Bill 1018 is that it requires NPMs to pay the same
amount of money they now use to underwrite their cigarette business to the State of Maryland
instead. Senate Bill 1018 will achieve the goals the legislature set 25 years ago, and bring equity
to a cigarette marketplace that is now out of balance. The chart below illustrates what will happen
if the legislature enacts Senate Bill 1018:

! These settlement payments of 90 cents per pack pay only a small percentage of what cigarettes
cost Maryland’s taxpayers every year. Data obtained from the Maryland Department of Health
demonstrates that in 2022 the health-care costs paid by Maryland’s Medicaid program amount to
$5.74 per pack.
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By enacting Senate Bill 1018, Maryland can restore equity in Maryland’s cigarette
marketplace by creating the level playing field that the legislature intended when it enacted
Maryland’s Escrow Act a quarter of a century ago. The Office of the Attorney General strongly
urges a favorable report on Senate Bill 1018 is.
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March 12, 2024

SENATE FINANCE COMMITTEE SENATE BUDGET AND TAX
3 East, Miller Senate Officc Building COMMITTEE
Annapolis, Maryland 21401 3 West, Miller Senate Office Building

Annapolis, Maryland 21401
Re:  Senate Bill 1018 - Opposition
Dear Chairs Beidle and Guzzone and Members of the Committees:

On behalf of Xcaliber International, Ltd., L.L.C. (“Xcaliber”), I wish to thank the
Senate Finance Committee and Senate Budget and Tax Committee for the opportunity to
submit written testimony in opposition to Senate Bill 1018 (“legislation” or “bill”).
Xcaliber, an Oklahoma Limited Liability Company, manufactures cigarettes and other
tobacco products as a Non-Participating Manufacturer (“NPM”) under the terms of the
1998 tobacco Master Settlement Agreement (“MSA”).

Prior to joining Xcaliber as General Counsel, I served 15 years in the Office of the
Arkansas Attorney General. For nine of those years, I oversaw the State of Arkansas’
tobacco litigation and enforcement efforts. In total, I have spent 19 years focused on
tobacco regulation, compliance, and public policy.

By this letter, [ intend to address the following issues: (1} the structure of the bill,
{2) background related to the MSA, to which the bill relates, (3) the comparative and
disparate treatment between various types of tobacco product manufacturers permitted
by the bill, (4) the stated legislative justifications for the bill, {5) the adverse effects that
the bill could have on ongoing MSA payment disputes involving the State, and (6) the
existence of other, more effective means of raising revenue and reducing smoking rates.

1. THE BILL COMPLETELY UPENDS THE REGULATORY STRUCTURE UNDER
WHICH XCALIBER AND OTHER NPMs OPERATE.

The vast majority of NPMs, including Xcaliber, commenced business after the
execution of the MSA in 1998. As such, the companies committed none of the tortious
activities that brought about the need for the agreement. The companies have,
nonetheless, been regulated by Maryland and other Settling States pursuant to the terms
of the MSA and legislation passed pursuant thereto. Per the terms of Model Escrow
Statute, one such piece of legislation, NPMs deposit sums into a qualified escrow account
for sales in Maryland during the preceding year. MD. CODE ANN. BUS. REG. § 16-403(a).
Under the terms of the existing law, those moneys are held for a period of 25 years. MD.
CODE ANN. BUS. REG. § 16-403(b)(2)(iii). In the interim period, the NPMs are permitted
to obtain and use the interest on the escrowed funds. MD. CODE ANN. BUS. REG. § 16-
403(b)(1). The escrowed funds may only be obtained by the State through legal processes
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to satisfy certain health-related claims relating to an NPM’s conduct. MD. CODE ANN. BUS.
REG. § 16-403(b)(2). To date, no such claims have been made.

Under the terms of the legislation being considered by the Maryland General
Assembly, however, NPMs operating in Maryland would no longer deposit funds into
escrow. Instead, the legislation would require those companies to pay the State an
amount, in the form of a new tax, that is ostensibly equivalent to the current escrow
obligation.! In other words, the money would no longer be deposited into escrow, would
no longer generate interest to be used by NPMs tc offset business expenses, and the
companies would no longer have the right to obtain a release of the escrowed funds after
a 25-year period. The new obligations would amount to a tax imposed only on NPMs, as
the Participating Manufacturers (“PMs")}, those that committed the tortious activities that
brought about the MSA, remain unaffected by the legislation.

2, NPMs, SUCH AS XCALIBER, COMMITTED NONE OF THE ACTS AND
PRACTICLES THAT BROUGHT ABOUT THE NEED FFOR THE 1998 TOBACCO
MASTER SETTLEMENT AGREEMENT.

As outlined by the terms of the MSA itself, Maryland and the other Settling States
filed suit against the PMs “to obtain equitable relief and damages under state laws,
including consumer protection and/or antitrust laws.” 1968 TOBACCO MASTER
SETTLEMENT AGREEMENT, § I. The bad acts that brought about both the litigation against
the PMs and the MSA were numerous. For instance, PM advertisements were littered with
false health claims. The PMs asserted the following within their media campaigns: “More
doctors smoke Camels than any other cigarette,” “20,679 physicians say Luckies are less
irritating,” “As your dentist, I would recommend Viceroys,” and “Chesterfield is best for
you.” Perhaps most egregiously, another advertisement boldly stated: “Chesterfield
cigarettes are just as pure as the water you drink.” Other print advertisements used
celebrity endorsements from such people as Ronald Reagan, Lucille Ball, Monte Irvin,
Willie Mays, and even Santa Claus. Advertisements further targeted mothers, women, and
African Americans. Another harmful subset of advertisements took the form of cartoons,

1 As outlined more fully suprq, both the requirernent for a tax payment and the amount of that payment are
constitutionally suspect. The Model Escrow Statute, including Mp. CODE ANN. BUs. REG. 8§ 16-401, et seq.,
has been justified by policymakers and upheld by courts on two fundamental premises: (1) no money is
taken from the NPM; it remains the NPM's property in an interest-bearing account; and (2) the statute is
designed to cnsure that NPMs pay no more than Participating Manufacturers (“PMs”). By mandating a tax
payment to the state in lieu of escrow, the first of these justifications is eliminated. Indeed, the PMs were
sued in the courts and had the opportunity to contest and eventually scttle those claims made against them.
In contrast, NPMs would be found guilty by legislative fiat and deprived of fundamental due process rights.
As drafted, the second justification for the Model Fserow Statute would also be eliminated by the hill. NPMs
would be able to contest payment amounts within only a vearlong peried. PMs, on the other hand, can
withhold payments under dispute and obtain credits for years after their deposit. The one-year cutoff for
NPM refund claims guarantees that NPMs would pay more than their larger competitors that brought about
the need for the MSA. In addition, many PMs have substantial payment exemptions, meaning that they
would also pay less to the State than their NPM competitors. Simply stated, these payment exemptions are
not afforded to the NPMs either by the terms of the MSA or the legislation. Additional constitutional issues
also exist under the propesed legislation.



including the figure of Joe Camel, that were undoubtedly intended to lure children and
teens into smoking specific cigarette brands.?

The acts and practices in which the PMs engaged were also intended to convince
the American public that cigarette smoking was not injurious to health and that nicotine
was non-addictive. For instance, in 1954, certain PMs took out advertisements in
newspapers throughout the United States to specifically cast doubt on scientific studies
linking smoking to cancer and other dangerous health effects. In the advertisement, titled
“A Frank Statement to Cigarette Smokers,” the companies asserted, “[w]e believe the
products we make are not injurious to health.”s These false statements did not end in the
1950s; they continued well into the 1990s. In 1994, a number of tobacco executives
testified before the United States Congress. In their testimony, the exccutives argued,
almost mimicking each other’s statements word-for-word, that nicotine was a non-
addictive substance. Asked pointblank whether the products manufactured by his
company were addictive, one executive stated, “I do not believe that nicotine or our
products are addictive,” UNIVERSITY OF CALIFORNIA SAN FRANCISCO: TOBACCO CEOs
STATEMENT T0 CONGRESS 1994 NEWS CLIP “NICOTINE IS NOT ADDICTIVE” 2 (1994).4

While these acts were bad enough, documents later recovered from the PMs
showed that their marketing was intended to attract and addict youth smokers. As
outlined by the Campaign for Tobacco-Free Kids, these documents disclosed the following
statements:

1975 Marlboro’s phenomenal growih rate in the past has been attributable in large
part to our high market penetration among young smokers ... 15 to 19 years old
... my own data, which includes younger teenagers, shows even high Marlboro
penetration amount 15-17 year-olds.

1081 Because of our high share of market among the youngest smokers, Philip Morris
will suffer more than other companies from the decline in the number of teenage
smokers.

1981 [Tlhe success of Marlboro Red during its most rapid growth period was because
it became the brand of choice among teenagers who then stuck with it as they
grew older.

1985 [Marlboro must] continue growth among new, young smokers ... While
Marlboro continues to attract increasing shares of young smokers, expected
declines in the number of young people restrict future volume gains from this
source.

1992 Thus, the ability to attract new smokers and develop them into a young adult
franchise is key to brand development.

CAMPAIGN FOR TOBACCO FREE KIDS: PHILIP MORRIS: A LONG HISTORY OF DOUBLE TALK
2 (2006).5

= A sampling of these advertisements by the PMs are attached as Attachment 1. One advertisement boasts
the use of a micronite filter. The filters contained asbestos.

3 A copy of this document is attached as Attachment 2.

4 A cupy of this document is attached as Attachment 3.

s A copy of this document is attached as Attachment 4.
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In contrast, there is no evidence that Xecaliber, which started business in 2001,
three years after the MSA, committed any of these acts and practices. The same is true of
the other NPMs targeted by the legislation at hand. Xcaliber’s advertisements include no
false health claims, have no celebrity endorsements, do not target specific demographics,
and certainly are not in cartoon form with the intent to reach children. Rather, the
advertisements, which take the form of point-of-sale signage, have the name of the
various cigarette products manufactured by the company, a price, and the U.S. Surgeon
General’s Warning, which informs the smoking public of the harms associated with the
products.®

3. THE PMs, DESPITE THEIR LONG HISTORY OF BAD ACTS AND PRACTICES,
RECEIVE FAR MORE FAVORABLE TREATMENT THAN PROVIDED TO NON-
OFFENDING NPMs UNDER THE BILL.

Despite their long history of bad acts and practices, the MSA and the proposed
legislation afford the PMs disproportionate legal protections as compared to NPMs.
Examples are as follows:

«  PMs were sued in court and given the opportunity to litigate the claims made
against them by Maryland and the other Settling States. This constitutes due
process within the meaning of the law. To end that lifigation, the PMs were able to
negotiate the MSA with the Settling States and craft a settlement that permitted
them to remain viable, ongoing entitics. In contrast, legislative protections within
MD. CODE ANN. BUS. REG. § 16-403(b)(2) that were intended to provide NPMs with
due process if they committed acts and practices leading to legal Hability are
eliminated by the legislation. Instead, by mere legislative fiat, NPMs would be
deemed legally liable for potential harm and a tax would be imposed against them
alone.

» Pursuant to § IX(c) of the MSA, PMs are permitted to make their MSA payments
on an annual basis. This gives the companics the use of their monies through the
year, including the right and ability to invest and make money from funds that will
ultimately be paid to the State. In contrast, NPMs are expected by the legislation
to make their tax payments on a quarterly basis, depriving them of the use of the
funds over a longer period.

» Pursuant to § XI{c¢) of the MSA, PMs are given an almost infinite period of time to
dispute their payment obligations to the Settling States. In contrast, under the
proposed legislation, NPMs would be given only one year to dispute payments. In
some cases, this would completely deny NPMs of a remedy, as certain payment
disputes occur outside of this one-year limitation.

» Pursuant to § 1X(h) of the MSA, if a PM refuses to make a payment due to the
Settling States, such payment only accrues interest until paid. In the interim
period, the PMs may continue to sell their product, without interruption. In

6 A sample point-of-sale advertisement by Xcaliber is attached as Attachment 5.
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contrast, if an NPM were to fail to make a tax payment under the legislation, the
NPM would be fined under the legislation in an amount not to exceed 100% of the
amount owed. In the case of a knowing violation, that amount would increase to
300% of the amount owed. Further, the brands manufactured by the NPM would
be removed from the list of approved cigarette products maintained by the
Attorney General, meaning that the products would be contraband, subject to
seizure.

- Pursuant to § VII of the MSA, any disputes between PMs and the Settling States
are to be adjudicated by either courts of competent jurisdiction or an arbitration
panel. In contrast, the bill provides no forum for the adjudication of payment-
related disputes by NPMs, and instead permits the Attorney General, with whom
the dispute would relate, the sole ability to resolve the matter.

«  Pursuant to § XII of the MSA, the PMs secured a liability release for all past,
current, and future legal claims that could be made against them by the Settling
States. In contrast, the legislation before these Committees provides no liability
rclease to NPMs, despite the fact that it seeks to permanently secure funds for the
State.

All of these protections, per the explicit terms of the MSA, are intended to “effectively
and fully neutralize[] the cost disadvantages that the [PMs] experience vis-a-vis [NPMs].”
1998 TOBACCO MASTER SETTLEMENT AGREEMENT, § IX(d)(2)(E). In other words, the
measures adopted by the Model Escrow Statutes — and by extension the legislation under
consideration — are intended to protect the market share of the PMs whose own acts and
practices brought about the need for the MSA. Not only does this constitute a gross
miscarriage of justice, but it also raises a number of due process and equal protection
violations that will undoubtedly result in litigation against the State.

4. THE BILL FAILS TO ADVANCE THE GOALS OUTLINED WITHIN THE
PREAMBLE TO THE LEGISLATION.

In its preamble, the legislation sets forth several justifications for the tax measure
to be imposed on NPMs. Upon review, however, the bill fails to advance the stated goals
in any significant way.

First, the bill asserts the State’s “public health obligations” are owed to all persons,
“regardless of the brand of cigarette smoked or the status of the tobacco product
manufacturer under the [MSA].” Despite this lofty goal, not all tobacco manufacturers
would actually be required to make full payment, whether in the form of an MSA payment
or a tax under the legislation, to the State. The MSA, by design, allowed for different types
of PMs: the Original Participating Manufacturers that signed the MSA at the time of its
execution and Subsequent Participating Manufacturers (“SPMs”) that signed the
agreement after its execution. Of those SPMs, a subset is neither required to make
payment on its full sales by the MSA nor, perhaps most notably, by the terms of the
legislation under consideration. Under the MSA, SPMs that signed the settlement within
a certain amount of time are not obligated to make payment to the Settling States unless
their market share “exceeds the greater of (1) its 1998 market share or {2) 125 percent of
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its 1997 market share.” 1998 TOBACCO MASTER SETTLEMENT AGREEMENT, § IX(i). This
permits the so-called “grandfathered SPMs” to avoid payment on a portion of their sales.
The bill does not correct this market share advantage, despite its goal of wanting all
manufacturers, regardless of status, to pay for the alleged harm caused to the State and
its citizens. Rather, grandfathered SPMs would continue to avoid full payment to
Maryland, thereby rendering the goal of making all manufacturers pay a falsity.

Further, the bill states that the legislation is required to “[plrevent the
manufacturers from deriving large, short-term profits and then becoming judgment-
proof.” Somewhat ironically, this same justification was also used for the passage of the
Model Escrow Statute, codified as MD. CODE ANN. BUS. REG. §§ 16-401, et seq. As
originally passed (and still in operative effect), the language of the Model Escrow Statute
passed by the Maryland General Assembly stated:

It would be contrary to the policy of the State if those tobacco product
manufacturers who determine not to enter into such a settlement could use
a resulting cost advantage to derive short-term profits in the years before
liability may arise without ensuring that this state will have an eventual
source of recovery from them if they are proven to have acted culpably.

It is thus In the Interests of the State to require that such manufacturers
establish a reserve fund to guarantee a source of compensation and to
prevent such manufacturers from deriving large, short-term profits and
becoming judgment proof before liability may arise.

MD. CODE ANN. BUS. REG. § 16-401(f) (emphasis added). By requiring NPMs to deposit
monies that may later serve as a source for judicially contemplated judgments or
settlements by Maryland, NPMs have, per the legislative policy of the State, been
prevented from “deriving large, short-term profits and then becoming judgment proof.”
Nothing within the current bill changes that. The tax obligations contemplated by the
legislation does not change the sum owed by NPMs; the measure only converts the escrow
obligation to a tax obligation. The State has already assured that NPMs cannot enter and
exit the market without incurring costs.

Finally, the legislation asserts that the measures contained therein would prevent
youth access to tobacco. If that is indeed the goal, the State should target the PMs, rather
than the NPMs. As outlined by the Centers for Disease Control and Prevention (“CDC”)
as recently as 2018, youth do not smoke brands manufactured by NPMs. Rather, “the top
three brands usually smoked among cigarette smokers in all middle school grades
combined were Marlboro (38.3%), Newport (21.4%), and Camel (13.4%).” CENTERS FOR
DiSEASE CONTROL AND PREVENTION: CIGARETTE BRAND PREFERENCE AND PRO-TOBACCO
ADVERTISING AMONG MIDDLE AND HIGH SCHOOL STUDENTS — UNITED STATES, 2012-
2016 2 (2018).7 The CDC more fully outlined the remaining cigarette brands used by
youth In subsequent publications. In order, these were Pall Mall, Maverick, Santa Fe,
Winston, and Kool. CENTERS FOR DISEASE CONTROL AND PREVENTION: TOBACCO BRAND

7 A copy of this document is attached as Attachment 6.
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PREFERENCES 1 (2021).8 All of these brands are manufactured by PMs. The proposed bill
does nothing to correct youth initiation of NPM brands, as the evidence establishes that
there is none. Further, statistics maintained by Truth Initiative also indicate that the
legislation is a remedy in search of a problem. As of 2019, only a small fraction of youth
used any type of cigarette product at all, regardless of manufacturer. Those numbers
equated to five percent of high school student. Truth Initiative, Tobacco Use in Maryland
2021, Jan. 31, 2022.% The far more prevalent tobacco product by use was e-cigarettes, at
23.0%. Id. These statistics degrade an already weak argument that youth somehow
initiate smoking on NPM products. If the Maryland General Assembly truly wants to
better outcomes for youth, it should focus its efforts on the products that youth actually
use.

5. THE PASSAGE OF THE BILL MAY ADVERSELY IMPACT ONGOING PAYMENT
DISPUTES INVOLVING THE STATE.

One of the largest downward adjustments to annual MSA payments received by
the Settling States, including Maryland, is the so-called “NPM Adjustment.” A Settling
State, however, can avoid this adjustment if it “continuously had a Qualifying Statute ...
in full force and effect during the entire calendar year immediately preceding the year in
which the payment in question is due, and diligently enforced the provisions of the statute
during such entire calendar year[.]” 1998 TOBACCO MASTER SETTLEMENT AGREEMEN'L, §
IX(d)(2). The Model Fscrow Statute, passed by the Maryland General Assembly as MD.
CODE ANN. BUS. REG. § 16-401, et seq., is considered a “Qualifying Statute” only “if
enacted without modification or addition (except for particularized state procedural or
technical requirements) ....” Id. at § IX(d)(2)(E). Needless to say, the amendments to the
Model Escrow Statute are substantial and would undoubtedly constitute a “modification
or addition” within the meaning of the MSA. This would negatively impair tens of millions
of dollars received by the State each year from the PMs. Inguiry should be made by these
Committees as to whether cach PM under the MSA has provided a waiver on this
threshold question of whether Senate Bill 1018 would constitute a “Qualifying Statute”
under the MSA.

6. THE MARYLAND GENERAL ASSEMBLY SHOULD ACT IN A NON-
DISCRIMINATORY MANNER AND RAISE REVENUE BY IMPOSING
ADDITIONAL STATE EXCISE TAX AMOUNTS ON ALL TOBACCO PRODUCT
MANUFACTURERS.

If Maryland iruly needs resources for smoking prevention efforts and healthcare
services, there is a non-discriminatory means of raising necessary revenue. Rather than
tax a small subset of tobacco product manufacturers ~ more specifically, NPMs — by the
bill at issue, the Maryland General Assembly should instead raise revenue by taxing all
tobacco product manufacturers in a uniform manner. As outlined infra, such a measure
is currently pending before the General Asscmbly in the form of House Bill 1073, which
would raise Maryland’s $3.50 per pack cigarette tax by $0.75 per pack. This non-
discriminatory solution would avoid the constitutional issues outlined by Xcaliber and

8 A copy of this document is attached as Attachment 7.
9 A copy of this document is attached as Attachment 8.
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the other NPMs. Further, and perhaps more importantly, it would actually advance public
health in a meaningful way.

As outlined by the American Lung Association as recently as November 17, 2022,
raising tobacco taxes achieves real world results:

Increasing taxes on cigarettes is a win-win proposition: significantly
increasing cigarette taxes results in fewer kids starting to smoke, and in
more adults quitting while at the same time providing substantial revenue
to fund important health, as well as tobaceo prevention programs. Every 10
percent increase in the price of cigarettes reduces consumption by about
four percent among adults and about seven percent among youth.

American Lung Association, Cigarette and Tobacco Taxes, Nov. 17, 2022, The Truth
Initiative has published similar calls to action:

The rescarch is clear: increases in tobacco taxes decreases tobacco use.
Indeed, raising taxes on tobacco and thereby increasing its price is one of
the most effective ways to reduce tobacco use. Prices affect virtually all
meastires of cigarette use, including per capita consumption, smoking rates
and the number of cigarettes smoked daily. These effects apply across a wide
range of racial and sociceconomic groups.

Truth Initiative, The importance of tobacco taxes, Jan. 15, 2019.% If the goal of the
legislation is to positively affect health outcomes and to not prop up the profits of the PMs
that brought about the need for the MSA itself, Xcaliber encourages the Maryland General
Assembly to act in a non-discriminatory manner and uniformly tax all tobacco product
manufacturers through state excise tax measures.

The Maryland General Assembly has under consideration a bill that would
uniformly raise tobacco taxes by $0.75 per pack in the manner suggested by the American
Lung Association and Truth Initiative. This measure, House Bill 1073, would raise tax
revenues of $54,000,000.00 in its first year, according to the Maryland Department of
Legislative Services’ Fiscal and Policy Note. This greatly exceeds the funds that would be
garnered by Senate Bill 1018. Based upon estimates by Xcaliber and other NPMs, Senate
Bill 1018, if in effect for the 2023 calendar year, would have raised less than $550,000.00.
This is true, as only 0.7% of Maryland’s total cigarette sales are made by NPMs, according
to market data available to Xcaliber.

Based on the foregoing, Senate Bill 1018 serves a single purpose: to support larger
PMs at the expense of smaller NPMs. Xcaliber has steadfastly satisfied all escrow
obligations imposed by Maryland and other Settling States. Now that it has survived the
system intended to impede its success, the State apparently wants to change the game.
Indeed, it seeks to further protect the market share of those companies that brought about
the need for the MSA and the statutes passed in contemplation thereof.

0 A copy of this article is atlached as Attachment g.
u A copy of this article is attached as Attachment 10,



If you have any guestions, or need anything further, please do not hesitate to
contact me.

General Counsel
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I"Ic's ane of the husi-
est men in town, While his
door may say Office Hours
2 tod he'sactually oncall
24 hours a day,

Theduetor isascientist,
a diplomat, and a friendly
sympathetic iman being
all in one, no matter how
long and hard hisschedule,

.4550/ ding to a recent Nattonwide survey:

ORE, | SMOKE. CAMI
THAN ANY OTHER CIGARETTE

OCTORS inevery braneh of medicine—1 13,597

in all—avere queried in chis nationwide study

of cigarette preferenee, Three hauling research or-

ganizations made the survey, The gist af the query
wis=What cigarette do you smoke, Boctor?

The brand named st tas Camel!

The rich, (ull Ravar and cool wildness of Camel's
superh blemd of costlier tobaceos svem to have the
same appral te the smoeking tastes of doctors as o
wmillions of other smokers, I you are a Camel
smuoker, this preference among doctors wifl hardly
sueprise you, )1 you're not=—well, try Camels now.
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WYast as L've told youono
1 smoke two P
g pvery ¢ay .-
ficld is best for mae.

B h OWE,
Chesterfield
milder Chester

Jck Wil
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CHESTERFIELD contains tobaccos
of better quality and higher price than
any other king-size cigarette . . . the

game as ragular
Chaesterlield,

HEN you are asked to lry a cigarelte you

want o know, and you ought to know, what
that eiparetie has meant {o people who smoke it
all the time,

For a full year now, a mediculd specialist has given
a group of Chestorfield smokers thorough examin.
ations evory two months, He reports:

no adverse effscts o their nose, throat

or sinuses from smoking Chesterfields,

More and more men and women all over the
country are finding out every day that Chesterficld
is best for Lthens,

59‘05/ yowt \?Wméwzyf
Try Much Milder Chesterfield
with its exfraordinarily good taste.

IFIELD <T1R5T CIGARETTE TO OFTER SMOKERS
"QUALITY IN. BOTH REGULAR AND KINGSIZE -



An eminent scicntist writes the head

chemist in our Research Department:

“Chesterficld Cigarettes are
just as pure as the water you drink”
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Study Thic Puff Chart:

PUFF BY PUFE. ..YOU'RE ALWAYS AHEAD WITH PALL MaALL
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IS THIS YOU FIVE YEARS FROM NOW?

Whem tempred fo @Wéﬁuﬁ@ﬁ@ﬁ’@@

“B@h for @ Lucky instead”

Tk e rate ~be manlerate Tall gy,
tven g amohing, Avalddhan fuoace shal
o by vl vsee-nstulgencs i puo
soasgthl ke it ot ey er e
fal Figore, “lReasls tur o gachy lindesd”

Lucky Strlke, the finest Cigareste

you ever straked, winde of the finest
tobicvo—The Crenm ofthe Crop—
“EIE CTOASTED" Lucky Stelke
bas an exern, seeret hearing process,
veryone knaws thae heas purifies
and so 20,679 physicians say thiat
Luckies arc kess frricing to your
throat. )

“It’s toasted”

Your Throat Protection —against irritation —against cough.

¥ W noesay smoking Luckles reduecs fiesh, We do say when tempred w overindulge, “Reach for s Lucky {mgead,”




Ve makerrgmia Slims

 especially for women

. because they are biologically
~ superior to men.

. ﬂmt 5 nght superiar. the red-green Wwpe, dey blind- shostsightedness, night-
-.'._'Women sre more 1esistant ness, defective bair follicles, blindness, nomadism,
1o stervation, fatigue, defective itis, delective tooth enamed,  retingl detechment, snd
~axposle, shork, and double ayelashes, skin cysts, white crcipital locks

of hair,

Iy view ol thege and
other tacls, the msken of
Virginia Shirs feel il
highdy ieapprapriste that
women continue to yse the
Fat, stubby cigarettes
designed Tor meee men,
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Of all leading flter cigareties
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A Frank Statement
to Cigarette Smokers

RECENT RBPORTS on expetiments with mice have given
wide publiclty lo a theory that clgareue saoking Is e same way
tinked with lung cances in human beings,

Altheugh conducted by doctors of professional sianding,
thesa experiments ace not regarded asconclusive [n the fiekd of
caticer research, However, we do not ketisve thet any serlous
medical vesearch, even though Hs results ke Inconclusive shaukd
be disregarded or lightly dismissed,

At the same diine, we feel iy in the public Inlerest to call.

sitention {o Lthe fact that emincnt dociors mnd research sclentisla
have publicly questioned the clsimed significance of these ex.
peiiments,

Distingutshed anthoritles polnt out:

I, ‘¥hat medlcal resesrch of recent yeary dodleates many
possible cavses of {ong cancir.

2Tl ibire K 0o sgresment among the authorliles regard-
Ing what (he couse [s,

2 That there §s no proof (hal clgarelts mnoking bs onc of
Ihe cnixes.

4. That stilstlcs purporling to link clgaretle amoking with

tie disease conld mpply with equai force (o way one of many
clher maprets of modesn tlie, Inded the valldity of the stadlaties

themselves Is questioned by nurociows sclentiste,

We atceplan inleresl in people’s health 221 basic respon-
sibilily, pararsount to every other consideration in cur business,

We believe the products we mike are not Tnjurious to
health,

We slwayt have and slways will coopersie closely wilh
those whose tosk itis Lo safeguard the putdic healih,

For ntore than 300 yesrs tobacco hay given volsce, refaxa:
tian,and cajoyment to munkind, At one time or another during
thote years critics have beld it respansible for practically every
disensz of the human body. One by one these charges have beca
abandoned for tack of eridence.

Regardiqas of the tecord of the past, the fudl thal cigarelte
smoking today should even be suspecied axa cause of & seriows
dizense s & mutter of deep concem fo us,

Many people have asked us whal we are doing to meet the
public's concein aroused by the recent reports, FHere ¢ the
FLICT S

1. Y¥e wre pledging ald and ussisfance (o (he restareh ¢Tort Inte
il phases of {obiceo me snd health, This joint fnanelsl ald
nlil of course be tn wdditlon to what ls sireedy befog con
tributed by indlvidont conspantes.

2, For thh porpose we are ettablishilng a Joint indwstry growp
comlsifog teltfally of the undersigned, This group wmil be
knawn &% TOBACCO INDUSTRY WESEARCH COMMITYLE.

3' Imchnrge of the vesentch atiivliien of the Commllice witl be &
schntlst of wnlmpenchable infeprity wnd natlensd repute, In
addition theze wil be 20 Advivory Donrd of wehentisiy dixnter-
axied In the ciguretie Induslry, A group of distingulshed men
froe medicine, sienct, and edocation wiil be Invlied o serve
on this Board, Thest ecleatists will sdvise (he Commifizs ga
iy research aeilviles,

Thia statement is being istued because we believe the prople
ate entitfed lo know where we stand on this matier snd what
we intend lo do eboul it

TOBAGGCO INDUSTRY RESEARCH COMMITTEE

5400 EMPINYE STATH BUILDING, NEW YORX |, N, ¥,

SroNsSoORSs:

TItE ANMERICAN IDEACCO COMPANY, LNC,
Feul M, Hika, Presidind

HUALKY TORALGO (TROWENS COOGHRAATIVE
N : 0. Parker McComir, Prirideni

RPLULIF NONNY & (v, LT, K0

doha oy formw s, Prestdons

RFNEOM & HIDGEY
doyph ¥, Citlinan, Ir., Frerident

BRUGHT AFLY WARLHOUIE ASIGQATION
E. 3 Royiter, Fregddont

. LORSLLARD COMPAMNY
Herbart A, K oat, Cdakriay

RROWHN & WLISAMNIN TORACCH CRAPLRATION
Fimedhy ¥V, flerineid, Pravdent

SURLLY AUVCTION WAKFAIDLAR AMOTIATION MARYLAND TORACCD CROTTEMY ANOGLTATION
Samun! £, Linton, Genernd Managir

Akt Clay, Pruadent

LARLE & IROTHER COMPANY, tNC
W Revd, dr., Prorideny

R L REYNOLEA YORACCH COMPANY
LAy Darr, Frardeat

AYRPUAND RROTITERY, SN
€. 8, Seephang, O'Se., Director of Mesenrch

TOBALCE ASSUCIATEY NG
TAR v pwniiprim o Bovr tierd Inbeccs grawers)
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Tobacca CEO's Slatemenl lo Congress 1994 | UGSF Academlc Senate 2/8/23, 1'63 P

University of California San Francisco {https://www.ucsf,edu) Search Q

Tobacco CEO's Statement to Congress 1994 News Clip
"Nicotine is not addictive."

April 14, 1984 - Hearing on the Regulation of Tobacco Products House Committee on Energy and
Commerce Subcommittee on Health and the Environment

The Subcommittee met, pursuant to notice, at 9:05 a.m., 2128 Rayburn House Office Building, Hon.
Henry A. Waxman (chairman) presiding.

Opening Statement from Chairman Henry A, Waxman

REP. WAXMAN: The mesting of the subcommittee will come to order. I'd like to ask our guests to
please take your seats, This is an historic hearing. For the first time ever, the chief executive officers of
our Nation's tobacco companies ars testifying together before the U.S. Congress, They ars hers
because this subcommittee has legislative jurisdiction over those issues that affect our health. And no
health issue is as important as cigarette smoking. [t is sometimes easier to invent fiction than to face
the truth. The truth is that cigareites are the single most dangerous consumer product ever sofd,
Nearly a half million Americans die every year as a result of tobacco, This is an astounding, almost
incomprehensible statistic. Imagine our Nation's outrage if two fully loaded jumbo jsts crashed each
day, killing all aboard. Yet that is the same number of Americans that cigarettes kill every 24 hours,
Sadly, this deadly habit begins with our kids. Each day 3,000 children will begin smoking. In many
cases they become hooked quickly and develop a life long addiction that is nearly impossible to break.
For the past 30 years a series of surgeons general have Issued comprehensive reports outlining the
dangers these children will eventually face. Lung cancer, heart disease, emphysema, bladder cancer,
and stroke are only some of the diseases caused by tobacco causes, And now we khow that kids will
face a serious health threat even if they don' t smoke. Environmental tobacce smoke is a Class A
carcinogen, and it sickens more than 1 million kids every year. In fact, five former surgeons general of

https:ffsenate.uesf.eduftobaceco -ceo-siatement-to-congress Page 1of 3
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the United States testified before this subcommitiee this year, that the most important legislation in
disease prevention that we could enact would be restrictions on smaoking in public places. This
subcommittes will soon act on that legislation, and it will consider cther measures as well, This
hearing will aid our efforts by presenting an important perspectivé. But these hearings are important
for another reason as well.For decades the tobacco companies have been exempt from the standards
of responsibility and accountability that apply to all other American corporations. Companties that sell
that sell aspirin, cars, and soda are all held to strict standards when they cause harm. We don't allow
those companies to sell goods that recklessly endanger consumers. We don't allow them to suppress
svidence of dangers when harm occurs. We don't allow them to ignore science and good sense, And
we demand that when problems occuy, corporations and their senior executives be accountable to
Congress and the public. This hearing marks the beginning of a new relaticnship between Congress
and the tobacco companies. The old rules are out, the standards that apply to every other company
are in, We lock for- ward o hearing the testimony this morning, and to working with these companies
to begin to reduce the exiraordinary public health threat that tobacco poses.

An old proverb says that a journey of a thousand miles must begin with a'single step. Today is the first
step, Many more are to come as we deal with the most serious health problem facing our Nation.

[Tobacco company CEOs declare, under oath, that nicotine is not
addictive]
REP. RON WYDEN: Let me begin my guestioning on whether or not nicotine [s addictive, Let me ask

you first, and I'd like to just go down the row, whether each of you believes that nicotine is not
addictive. | heard virtually all of you touch on it. Yes or no, do you believe nicotine is not addictive?

MR. WILLIAM CAMPBELL
| believe nicotine is not addictive, yes.

REP. RON WYDEN: Mr. Johnston?

MR. JAMES JOHNSTON

Mt. Congressman, cigarettes and nicotine clearly do not meet the classic definition of addiction. There
is no intoxication,

REP. RON WYDEN: We'll take that as a "'no." Again, time is short. | think that each of you believe that
nicotine is not addictive. We would just like to have this for the record.

MR. JOSEPH TADDEO
| don't believe that nicotine or our products are addictive.

MR. ANDREW TISCH
| believe that nicotine is not addictive.

MB. EDWARD HORRIGAN
| belisve that nicetine is not addictive.

hitps:/{senate Ucsfeduftobdcco-ceo-slalament-to-cangress Page2of 3
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MR. THOMAS SANDEFUR
i believe that nicotine is not addictive.

MR. DONALD JOHNSTON
And |, too, believe that nicotine is not addictive.

Withesses:

Willlam Campbell, President & GEQ, Philip Morris, USA

James W, Johnston, Chairman and GEO, R.J. Reynolds Tobacco Gompany
Joseph Taddeo, President, U.S. Tobacco Company

Andrew H. Tisch, Chairman and GEO, Lorillard Tobacco Company

Edward A. Horrigan, Chairman and GEQ, Liggett Group Inc. ,
Thomas E. Sandefur, Chairman and CEO, Brown and Williamson Tobacco Corp.
Donald S. Johnston, President and CEQ, American Tobacco Company

Chaired by: Henry Waxman (D-CA)

Resources:
Ballot on Tobacco Industry Funding Research and Tobacco Documents at UG and UCSF (/tobacco-
funding)

© 2023 The Regents of the Unkversity of California
Sitemap ¥ Contact {facademic-senate-staff) Accessibility (hitps://websites.ucsf.edu/digital-
accessibillty} Privacy Policy (https://www.ucsf.edu/website-privacy-policy) Terms of Use
(hiips://websites.ucsf.edu/website-terms-use) A-Z Wehsite List (hitps://websites.ucsf.edu/azlist)
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PHILIP MORRIS: A LONG HISTORY OF DOUBLE TALK

“Lying is as natural to tobacco executives as breathing once was to their customers.”

Editorlal, "Drug Pushers: Tobacco Products Should Be Regulaied,”
Newsday, September 1, 2006

¥ K %k ok & %X ¥ & ¥ K & Kk Kk & * * F £ * *k K * h

For some time now, Philip Morris has been engaged in an aggressive public relations effort
almed at convincing policy makers and opinion leaders {and potential jurors) that it has finally
turned over a new leaf and become a good corporate citizen and that the company actually
wants to reduce teen smeking. But a look at the cigaretie company's history shows that this
media campaign Is nothing more than the same old double talk. Since at least the 1960’s, Philip
Morris has repeatedly made similar claims that it does not market cigarettes to kids, But internal
company documents revealed in the tobacco lawsuits show that Philip Morris has regularly done
just that. There are many effective actions Philip Morris could 1lake o prevent and reduce
smoking among kids, but it has not — and just talking a good game is not enough.

What Philip Morris Says In Public

1985 The cigarette companies’ voluntary “Cigarette Advertising Code” goes into effect. Among its
standards: “Cigarette advertising shall not represent that cigarette smoking is essential to social
prominence, distinction, success, or sexual attraction.” [Section 1(d}]

1966  Philip Morris President Joseph F. Cullman, Ili: “we do not favor smoking by young people. We
think smoking should be a custorm for adufts,”

1868  Philip Morris President Joseph F. Cullman, {ll: “f /s the intention of the cigaretie manufacturers to
continue fo avoid advertising directed to young persons; to abstain from advertising in school and
college publicaiions; not io distribute sample cigareties or engage In promotional efforts on school
and college campuses; not to use testimonials from athletes or other cefebriifes who might have
spacial appeal to young people; to avoid advertising which represents that cigarette smoking is
essential to social prominence, success, or sexual aftraction; and ta refrain from depicting
smokers engaged in sporls or other aciivitias requiring stamina or conditioning beyond those
required in normai recreation. . "

1982  “On the industry’s behalf, The Tobacco Institute began an advertising campaign which was to
reach 110 million Americans with the message, ‘Do cigarette companies want kids to smoke? No.
As g matter of policy. No. As a matter of praeiice. No. As a matter of fact, No.”

1984  Philip Morris Exscutive Ellen Merlo: “f have never in my job been involved with tiving to get a
non-smoker to smoke. .1 don't think that advertising convinces people to smoke... | have not
seen stalislics on when peaple usually begin to smoke.”

1881  Phillp Morris Media Affairs Director Shella Banks: “Phifip Morris sirongly believes that young
people should not smeke. Smoking Is an aduft custom. Se!ﬁnﬁq cigarettes o minors is - and
should be- illegal, and Philio Morris fully supports these laws.’

1992 Philip Moiris Corporate Statement: “Education and enforcement at the refaif fevel are the only
effective means we have of discouraging children from smoking. We want to assure you that
Fhifip Morris remains firmly committed to supporting laws that prohibit unfawful sales to minors.
We continue o lend our fullest support to educational programs as well as make very sure thal
our cigarette advertising is directed exclusively at adults who choose to smoke. 8

1400 | Street, NW Suite 1200 Washington, DC 20005
Phone (202) 296-5469 Fax (202) 296-8427 www.tobaccofreekids.org
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Philip Morris — A Hislory of Double Talk /2

Phlhp Morris Prasident James Morgan: “We at Philip Morris USA have long held the position that
minors should not smoke and should not have access fo c:garet!es and we have backed that
commitmen! over the years with a series of concrete actions.”

Philip Morris President James Morgan ; “Philic Morris USA belfieves now, and always has
betieved, that minors should not smoke nor should they have access fo our cigarettes.”

Philip Morris CEQ Geoffrey Bible: “We do not market cigarettes fo children. And we do not want
children to smoke.”

Philip Marris CEQ Geoffrey Bible: “'m ashamed at thal. | don't like to see something from the
company talking about 16-year-olds. We do not market cigarettes to underage people.” 10

Phifip Morris CEOQ Geoffrey Bible: "We should not be marketing clgarsttes to young people. It is
certainly anomalous to the Phifip Morris | know.™

Philip Morris CEO Geofifrey Bible: Real solunons include a “willingness to make fundamental
changes in our way of doing business.”

Fhilip Morris CEO Geoft re¥ Bible: “in all my years at Phillp Morris, 've never heard anyone ialk
about marketing fo youth.”

Philip Morris President Michael E. Szymanczyk: "We don't want kids to smoke. We're intensifying
our efforts that we started a number of years ago by launching this new smoking-intervention
initiative, starting with these ads.”™

What They Say In Private: Anti-Youth Smoking As A Public Relations Pioy

1979

1891

1802

1095

it seems to me our objective Is . . . a ‘media event’ which in itself promises a lot but prodtces
fittle,?

The youth {anti-smoking] program and its individual paris support The {Tobaccof Institute” g
objective of discouraging . . . federal, state, and local restrictions on cigarette advertising.'®

{If Philip Morris took} a more progressive position on tobacco, it would enable the company fo
move onto a higher moral p;’aymlg field, to neutralize the tobacco issue and to focus atiention on
other, more appealing products,

If we don’t do something fast fo project the sense of indusiry responsrbﬂzry regarding the yourh
access [ssue, we are going lo be locking at severe marketing restrictions in a very short time,"

What They Say In Private: Marketing to Kids

1975

1981

1981

1985

1982

Marfbore's phenomenal growth rate in the past has been attributable in farge part to our high
markei penetration among young smokers . . .15 1to 19 years old . . . my own data, which mc;’udes
younger teenagers, shows even higher Marfboro market penetration among 15-17-year- olds.™®

Because of our high share of the market among the youngest smokers, FPhifip Moms w:H suffer
more than the other companies from the decline in the number of teenage smokers.”

[Tlhe success of Marthora Red during its most rapid growth period was because it became the
brand of cholce among teenagers who then stuck with it as they grew older™

[Mariboro musi] continue growth among new, young smokers.., While Marlboro continuss to
altract increasing shares of yolng smokers, expecred declines in the number of young psople
restrict future volume gains from this source,

Thus, the ability to aftract new smaokers and develop them into a yotng aduit franchise is key to
brand development.”



Fhilip Morris — A History of Double Talk /3

What They Say In Private: Behavioral Research About Kids

1873 A Philip Moriis Marketing Research Department document highlights that within a “probability
sample of 452 lean-agers ages 12-17"13 percent smoke an average of 10.6 cigarettes per day
and that “the data from the study are consonant with the findings of other such studies, both at
Philio Morris and without.

1874 We wonder whether such children may not eventually become cigareite smokers in their teenage
years as they discover the advaniage of self-stimulation via nicotine. We have already
collaborated with a local schoof system in identifying some such children in the third grade. . . °

1881 It is imporiant lo know as much as possible about teenage smoking patierns and attifudes.
Today's teenager js tororrow's potential regular customer, and the overwhelming majority of
smokers lirst begin to smoke while in their teens . . . It is during the feenage years that the initial
brand choice Is made.”

Dr. Carolyn Levy — Philip Morris’ Senior Vice President of Youth Smoking Prevention who is in charge of
the company’s $100 million anti-youth smoking campaign — previously worked in the Philip Moiris
research depariment on studies on nicotine effects and smoking behaviors.? Dr. Levy was also one of
two Philip Motris researchers who formally approved the previously guoted special report that stated
"Today's teenager is tomorrow's potential regular customer.”

Campalgn for Tobacco-Free Kids, Seplember 1, 2006

' Speech to South Carolina Tobacco Warehause Asgpciation, Inc., June 7, 1966, Bates No. 1002600012,

Testimony before US Congress, July 1989,
® Philip Morris, On Youth Smoking, 1979, Bates No. 2077153116/3117.
* Eflen Merlo, June 14, 1984, testimony In Cipoiione v. Liggett,
® Philip Morris Media Affairs Director Shella Banks, speaking to the Advertising Ciub of Leulsvilie, February 8, 1991,
Bates No. 2025895060/5082,
® Statement of Phitip Morrls with respect to ifs marketing practices and policles, 1982, Bates No. 2500081598/1600.
7 Morgan, J, New program fo address youth access fo our products, Memao to all Philip Morris USA Employees, June
27, 1995, Bates No. 2060138652/8653.
8 Philip Morris President James Morgan remarks on the "Action Against Access” program, June 27, 1995, Bates No.
2500050029/0033.
® Philip Morris GEO Geoffrey Bible remarks at the 1996 Annual Meeting of Stockholders, Aprli 25, 1896, Bates No.
2500082439/2451.
" Tastimony of Blble in Minnesota Medicaid suit, March 2, 1998,
"' Dedman, B, *Tobacco Chiet 'Horrified' Qver Evidence,” The New York Times, March 4, 1998, Bates No. TH3660354.
*# Philip Moris CEO Geofirey Bible, lestimony before the House Commerce Committes, Jartuary 28, 1998, Bates No.
2085112084/2002, .
*° Geoffrey Bible, GEO of Philip Morris, Minneapolis-St. Paul Star Tribune, March 4, 1998.
'* New York Times, December 3, 1998. o
*® Dryden, F, August 1 ‘Pre-Adult Education’ Memo, August 3, 1879, Bates No. TIFL0525854.
*® Tobacco Institute, Discussion Paper, January 29, 1991, Bates No. TIMNO164422/4424.
"7 Hill and Knowlton, Philip Morris Corporale Affairs Sirategic Plan for 1993, December 3, 1992, Bates No, 2023586677/6725.
"® Philip Motris, JUM to PM invitational - importance of Youth Issue, February 9, 1995, Bates No. 2044046017/6022.
*® Johnston, M, The Decline in the Rate of Growth of Marlboro Red, May 21, 1975, Bales No. 1000024921-1000024927.
® Johnston, M, Young Smokers -- Prevalence, Trends, Implications, and Related Demographlc Trends, March 31,
1981, Bates No. 1000350803/0855.
2! Johnston, M, Young Smolers -- Prevalerce, Trends, implications, and Related Demographic Trends, March 31,
1981, Bates No. 1000380803/0865,
* Plan Qverview, 1085, Bates No. 2043440057/0112, 1985.
2 BMI Marketing Research, Worldwide Mariboro Monitor; Five Year Trends, 1988-1992, 1992, Bates No. 2044895379/5484.
* P USA Marketing Research Depariment, Incidence of Smoking Clgarettes, May 18, 1973, Bates No. 2041761791,
® Punn, WL, Smoker Psychology, June 10, 1974, Bates No, 1003288122/8124.
*% Johnston, M, Young Smokers -- Prevalence, Trends, Implications, and Refated Demographic Trends, March 31,
1981, Bales No. 100G390803/0855.
*" ges, €.9., Philip Morris Memorandum, “Smoker Psychology” (PM Dog. #1003293097).
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Summary

What is already knewn about this topic?

Nearly all adult smokers first try cigarettes before age 18 years. Tobacce-advertising
activities, among other factors, including peer Influence and price, are associated with
initiaticn of smoking and the continued use of tobacco products among youth.

What is added by this repor?

Analysis of 2012-2016 National Youth Tobacco Survey data found that Marlboro,
Newport, and Came! wera the most commonly reported usual brands smoked by
middie and high schoo! current {past 30-day) cigarette smokers. In 2016, these thyee
brands accounted for 73.1% and 78,7% of current cigarette smokers in middle and high
school, respectively. Ads for these three brands were also the three most commonly
identified “favorite cigarette ad” in 2012, Current cigarette smokers who reported
exposure to nelther e-cigarette ads nor cigarette ads reported significantly jower
prevalence of having a usual brand than those who reported exposure to both ads
during 2015.

What are the implications for public health practice?

Reducing youth-oriented tobacco marketing, as part of a comprehensive approach in
concert with other evidence-based strategies, including comprehensive smoke-free
policies, increasing the price of tobacco products, and ralsing the minimum age of
purchase for tobacco products to 21 years, could help reduce the acceptability,
affordability, and use of tobacco products among youth.

https:ffwww.cdo.govimmwrivolumes{67fwr/mm67G4a3.htm
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try cigarettes before age 18 years (7), and adolescents can show symptoms of nicotine References
dependence within days to weeks of the onset of occasional cigarette smoking (2). Baving a
usual clgarette brand among adolescent smokers could reflect exposure and receptivity to
pro-tobacce advertising and tobacco product appeal { 7). To identify usual cigaretle brands
smoked among U,S. middle and high schoof students who were current {past 30-day) i
cigarette smokers, CDC analyzed data from the 2012-2016 National Youth Tobacce Survey
{NYTS). Marlboro, Newpott, and Camel were the most commaonly reported brands smoked
during 2012-2016; in 2016, these three were the brands usually smoked for 73.1% and

78.7% of current cigarette smokers in middle and high schoaol, respectively. These three
brands also were the three most commonly identified as having a “favorite cigarette ad” in 2012, Efforts to reduce youth
exposlire to pro-tobacco advertising could help reduce youth smoking (7,3).

" Related Materials

|
|
B [PDF 'g
]

NYTS Is an annual national survey of U.S, students in grades 6-12.* During 2012-2016, sample sizes ranged from 17,711
{response rate = 63.4%} In 2015 to 24,658 (response rate = 73.6%) in 2012 {4). Participants were asked, “During the past 30
days, what brand of cigarettes did you usually smoke?’ Response optionst were “American Spirit,” "Camel,” “GPC, Basic, or
Doral,” “Kool,” "Lucky Strike,” “Marlboro,” “Newport,” "Parliament,” “Virginia Slims,” “l did not smoke a usual hrand,” “Some
other brand not listed here,” “l did not smoke a cigarette in the past 30 days," and “Nof sure,” Responses of ! did not
smoke a cigareite in the past 30 days” and “Not sure” were excluded; all other responses were classified as current (past

30-day) cigarette smokers.® Among current cigarette smokers, any response other than “! did not smoke a usual brand”
was classified as having a usual brand,

Inthe 2012 NYTS only, participants were asked, “What s the name of the clgarette brand of your favorite cigarette ad?"
Response options were “American Spirit,” “Camel,” “GPC, Basic, or Doral,” “Kool,” “Marlboro,” “Newport,” “Some other
brand not listed here,” "I don't have a favorite cigarette ad,” and “Not sure.” Any response other than "l don't have a
favorite cigarette ad” and "Not sure” was classified as having a favorite cigarette ad. In the 2015 NYTS only, exposure to
ads-for both reguiar cigarettes and electronic cigarettes {e-cigarettes) over four media categories was assessed (the
Internet, newspapers/magazines, retall stores, and TV/movies). An expostre was classified as reporting seelng ads on the
assessed medium “Sometimes,” "Most of the time,” or "Always."7 The tobacco product exposed to on each advertising

medium was classified as 1) neither e-cigarettes nor cigarettes, 2) e-cigarettes only, 3) cigarettes only, and 4) both e-
cigarettes and cigarettes,

Among current cigarette smokers, brand-specific prevalence was calculated overall and by school level, sex, grade,
race/ethnicity, and smoking freguency within the past 30 days (a response of 20-30 days was considered frequent; a
response of 1-19 days was considered infrequent).** Binary logistic regression was used to assess brand-specific linear
trends during 2012-2016, adjusting for grade, sex, and race/ethnicity. For 2012 only, agreement between usual brand
and favorlte clgarette ad was assessed among 1,807 current cigarette smokers wlth data available for both indicators. For
2015 only, the proportion of current cigarette smokers reporting having a usual brand'! was stratified by amount of
reported ad exposure to pro-tobacco advertising across media types. Chi-squared tests and logistic regrassion were used

to determine subgroup differences, with statistical significance set at p<0.05, Data were weighted to yield nationally
representative estimates.

During 2016, the top three brands usually smoked among cirrent cigarette smokers in all middle school grades
combined were Martboro (38.3%), Newport (21.4%), and Camel {13.4%) {Table). During 2016, 16.5% of middie school
cuirent cigarette smaokers smoked some other specific brand, and 10.4% had no usual brand. The proportion of current
cigarette smokers who smeked Martboro clgarettes during 2016 was highest arnong non-Hispanic whites (whites) (54.6%)
and lowest among non-Hispanic blacks (blacks) (11.5%; p<0.05). Conversely, the proportion who smoked Newport

https:faww.cde gowmmwrivolumes/S7wefmmE704a3.htm Page 2 of 10
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cigarettes during 2016 was highest among blacks (58.4%) and iowest among whites (7.9%; p<0,05), A higher proportion of
female smokers (27.2%) smoked Newport cigarettes than did male smokers (16.6%; p<0.05). Trends during 2012-2016
were not significant for middle school students overall or among subgroups.

Among high school current cigarette sinokers, the top three brands usually smoked by students in ali grades combined in
2016 also were Marlboro (48.8%), Newpaort {16.6%), and Camel (13,3%) (Table). During 2016, 15.4% of high school current
cigarette smokers smaked other specific brands, and 5.9% reported no usual brand. As was the case among middie
school students, Newport was the most prevalent brand among black high school students {47.5% in 2016), and Marlboro
was the most prevalent brand among white high schoo! students (53.5% in 2016}, During 2016, the proportion of high
school current cigarette smokers that smoked Camel cigarettes was highest among Mispanics (18.1%) and lowest among
blacks (8.9%). Trend analyses during 2012-2016 indicated an increase in the prevalence of Marlboro smeking for ali high
school students (38.5% to 48.8%), males (39.4% to 50.0%), females (37.5% to 48.0%), ninth graders (34,3% to 42,9%), 10th
graders (37,2% to 45.7%), 12th graders (41.1% to 53.2%), whites {45,8% to 59.5%), and both frequent {42.2% to 59,1%) and
infrequent smokers {37.8% to 50.8%) (all p-values for trend <0.05). The prevalence of Newport smoking declined during
2012-2016 among all high school students {23.1% to 16.6%), females (26.0% to 16.8%), and whites (15.4% to 9.5%) (all p-
values for trend <0.05). The prevalence of Camet smoking during 2012-2016 declined among all high school students
{17.8% t0 13,3%), males (17.0% to 12.5%), femalas {18.6% to 14.2%}), 10th graders (19.4% to 14.2%), 12th graders {19.8% to
13.6%), whites (19.6% to 11.9%), and infreguent smokers {19.8% to 12.4%) (all p-values for trend <0.05). The proportion of
students who smoked no usual brand increased among all high schoal students (4,1% to 5.9%), females (2.7% to 6.0%),
10th graders {2.9% to 6,8%), 12th graders (3.3% to 5.1%), and blacks {1.6% to 15.8%) during 2012-2016 {all p-values for
trend <0,05),

in 2012, among current cigarette smokers who reported smoking a usual brand, 72.1% identifled the same brand as their
favorite clgarette ad, The top three favorite cigarette ads were also the top three brands usually smoked (Figure 1).

In 2015, across all advertising media, current cigarette smokers who reported exposure to neither e-cigarette ads nor
cigarette ads reported significantly lower prevalence of having a usual brand than those who reported exposure to both
ads (Figure 2). By speclfic advertistng media, among those exposed to neither e-cigarette nor cigarette ads versus both
ads, the proportion who reported having a usual brand was as follows: for movies/TV (neither ad = 80.5%; both ads =
94.2%), for retail stores (neither = 69.8%; both = 94.8%), for Internet {neither = 79.4%; both = 94.5%), and for
magazines/mnewspapers (neither = 88.0%; both = 84.6%} (all p-values <0.05).

Top

Discussion

During 2012-2016, the top three brands usually smoked by U.S, middie and high schogol current cigarette smokers were
Mariboro, Newport, and Camel; these brands alsc were the top three favorite cigarette ads reported by current cigarette
smokers in middle and high school in 2012, Market data also indicated that these three brands accounted for the largest
share {62%) of the U.S. cigarette market during 2016; the percentage shares of retail volume for Marlboro, Newport, and
Camel during 2016 were 40.2%, 13.8%, and 8.0% respectively {5). Cigarette ads use youth-oriented themes, Including
those highlighting independence, rebellion, and perceived sacial acceptability of cigarette smoking (3). Previous
epidemiologic studies have demonstrated an association between amount of reported ad exposure and most frequently
smoked brands among adolescents (6); efforts to reduce youth exposure to pro-tobacco advertising might hetp reduce
smoking initiation among U.S. youth {7},

Targeted marieting of tobacco products to certain groups can explain differences in brand preferences among
subgroups (7,7 8. Whereas Marlboro smoking was more prevalent among whites, Newport, a predominantly menthol
brand, was more often smoked by blacks, which Is consistent with previous reports that have documented that menthol

https:fwww.cde govimmwrivelumes/67fwrimmB704a3.htm Paga 3 of 10



Clgaretle Brand Prelarance and Pro-Tobacso Advertizslng Armeng Middle and High School Stedents — United States, 2012-2016 | MMWR 2{8f23, 1:68 PM

cigarettes are marketed to specific demographic groups, Including blacks (7,8). Among high school students overall, as
well as among females, blacks, and 10th and 12th graders, significant increases were observed in the propertion of

smokers reporting no usual brand. Having no usual brand might be an indicator of nanspecific cigarette access patterns,
including from social sources such as friends (7). '

The findings In this report are subject to at least four limitations, First, self-reported cigarette smoking is subject to social
desirabllity bias and might be underreported among youth, Second, both brand preferences and pro-tobacco ad
exposure were measured at the same time in this cross-sectional study; the data therefore did not permit assessment of
temporality, Exposure to ads could increase brand use or brand use could lead to a favorable impression of tobacco ads,
Third, these findings might not be generalizable to youth who are nat envolled in traditional schools, (e.g., dropauts
[approximately 6,4% amang high school students]® and those home-schooled [approximately 3.4% of school-aged
children])."® Finally, the relationships between “favorite cigarette ad” and cigarette brand preferences as assessed in 2012
NYTS might have llmited comparability with subsequent years.,

In 2014, U.S. cigarette manufacturers spent approximately $8.5 biflion, or approximately $1 miillon per hour, to advertise
and promote cigarettes (9). Information on cigarette brand usually smoked can help guide efforts to reduce cigarette
smoking among the approximately 1.6 million U.5. middle and high school cigarette smekers {70}, Reducing youth-
oriented tobacco marketing, as part of a comprehensive approach In concert with other evidence-based strategies could
help reduce the acceptabllity, affordability, and use of tobacco products among youth (7). Such strategles Include

comprehensive smoke-free policies, increasing the prices of tobacco products, and raising the minimum age of purchase
for tohacco preducts to 21 years (7).
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* The study period was restricted to 2012-2016 because the questions assessing cigarette brand usually smoked had
different respense options in preceding NYTS survey years.

¥ Because of small sample slzes, “GPC, Basic, or Doral,” “Kool,” “Lucky Strike,” “Parliament,” and “Virginia Slims" were
collapsed together into one category {"Other specific brand”}.

§ Final analytical sample for each year {past 30-day cigarette smokers) was as follows: 2012 (n = 3,292), 2013 (n = 2,377),
2014 {n = 2,386), 2015 (n = 1,823), and 2016 {n = 1,739),

% For each specific advertising medium assessed, participants could select any cne of the following response optlons that
bast described their frequency of exposure: “Never,” “Rarely,” "Sometlmes,” "Most of the time,” or "Always." Participants
could also indicate if they did not use the medium assessed {e.g., “ do not use the Internet”). Participants who answered

https:ffwww.cde.gov/mmwifvelumesi87fwrimm&704a3.htm Page 4 of 10
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“Never” or “Rarely," or who indicated they did not use the assessed medium, were dlassified as nonexposed to that
medium; all other responses were classified as exposed.

** Frequency of cigarette smoking was ascertained with the question “Durlng the past 30 days, on how many days dld
you sroke cigarettes?” Categarical response options were "D days,” *1 or 2 days,” “3 to 5 days,” “6 tc 9 days,” “10 10 19
days,” "20 to 29 days,” and “Ali 30 days.” A response of "0 days” was classifled as being a current nonsmoker and was
excluded. The remaining response options were dichotomized as infrequent {1-19 days) and frequent (220 days)
cigarette smokers,

Tt Qutcome was dichotomized as 0 or 1. Persons who reported having a specific brand they usually smoked {“Amerfcan
Spirit,” "Camel,” "GPC, Baslc, or Doral,” "Kool,” “Lucky Strike,” “Marlboro,” “Newport,” “Parliament,” “Virginia Shims,” or
"Some other brand not fisted here”) were treated as a positive response. Those who responded, “I did not smoke a usual
brand” were treated as not having a brand usually smoked, Respenses of “Not sure” or “1 did not smoke a cigarette in the
past 30 days” were excluded,

8 https://www.census.gov/newsroom/press-releases/2016/ch16-tps142.html {4,

9% httpsi//nces.ed.gov/programs/digest/d15/tables/dt15_206.10.asp?current=yes [4.
Top

References

1. US Department of Health and Human Services. Preventing tobacco use among youth and young adults: a report of
the Surgeon General. Atlanta, GA: US Department of Health and Human Services, CDC; 2012,
https:.//www.surgeongeneral.gov/library/reports/preventing-youth-tobacco-use/full-report.pdf B 4

2. DiFranza R, Rigotti NA, McNeill AD, et al, Initial symptoms of nicotine dependence in adolescents, Tob Control
2000;9:313-9. CrossRef [% PubMed {4

3. National Cancer Institute, The role of the media In promoting and reducing tobacco use. Tobacco control
monograph no. 19. Rockvilte, MD: US Department of Health and Human Services, National Cancer Institute; 2008,
https://cancercontrol.cancer.gov/brp/terb/monographs/19/mig_complete.pdf BB 4

4. CDC. National Youth Tobacco Survey (NYTS). Atlanta, GA: US Department of Health and Human Services, CDC; 2016.
https.//www.cdc.gov/tobacco/data_statistics/surveys/nyts/index.htm

5. Euromonitor International. Cigarettes in the US. London, United Kingdom: Euromonitor International; 2017.
hitp://waww.euromonitor.com/cigarettes-in-the-us/report [4

6. Substance Abuse and Menta] Health Services Administration. Cigarette brand preferences in 2005, Rockvilte, MD; US
Department of Health and Humah Services, Substance Abuse and Mental Health Services Administration; 2007,
httpsi//archive. samhsa.gov/data/2k7/cigBrands/cigBrands.pdf B [

7. Anderson §J. Marketing of menthol cigarettes and consumer perceptions: a review of tobacco industry documents.
Tob Control 2011;20(Supp! 2):120-8. PubMed [

8. Gittelsohn j, McCormick LK, Allen P, Grieser M, Crawford M, Davis S, Inter-ethnic differences in youth tobacco
language and cigarette brand preferences. Ethn Health 1999;4:285-303. CrossRef [ Pubied [4

9. Federal Trade Commission. Federal Trade Commission cigarette report for 2014. Washington, DC: Federal Trade
Commilssion; 2017, https://www.ftc. gov/system/files/documents/reports/federal-trade-commisslon-cigarette-report-
2014-federal-trade-commission-smokeless-tobacco-report/ftc_cigarette_report_2014.pdf B ™

10. Singh T, Arrazola RA, Corey CG, et al. Tobacco use among middle and high school students—United States, 2011~

https:ffwww.cdo.govimmwrfvelumes{57fwrfmm6704a2 ktm Page 6 of 10



Cigaretta Brand Preference and Pro-Tobacco Advertising Among Middle and High School Studenis — United States, 2012-2016 | MMWR

2015, MMWR Morb Mortal Wkly Rep 2016;65:361-7, CrossRef [4 PubMed [

I
I
1.

1

i
'

PG
Characteristic ’l {SE)
 Middle school
Total | 37.0
I (3.5)
Sex
!
Male . 380
- (4.5)
 Female L 357
L (3.9
Grade
6 . 338
© (4.9)
7 384
: - (5.9
8 376
(3.8
Race/Ethnicity
White, non- . 44.3
Hispanic | (4.8)
. |
Black, non- | 28.4
Mispanic i (6.9)

United States, 2012-2016'

Mariboro

i 2012 | 2016

% (SE)

. 383
@)

i 389
i (6.0)

37.2
(4.6}

40.6
{6.3)

332
48

a4
62

54.6

é 1.5
F(5.1)

(5.1)

Newport
2012 | 2016
' (SE) | % (SE)
i
170 | 214
24 | (35)
i
146 | 166
Q7 38
205 | 27.2
(3.2) (4.3)
197 | 174
(40) | (46)
163 | 225
36 | 46
165 = 224
2.3) | (4N
85 . 7.9
@21 @ @8
|
i
427 | 584
66 , 56

i

https:{fwww cde.govfmmwrivolumes/87fwrfmm&704a3.him

. Camel

%
(SE)

17.8
(2.8)

19.7
(3.8)

5.4
(2.7}

15.8
(2.8)

16.7
4.1)

19.6
(3.8)

20.3
(5.0)

3.8
(0.9)

13.4
(2.4)

14,5
{3.5)

12.3
2.9

13.4
(4.4)

15.8
(3.4

1.5
(3.0

16.1
(3.5)

" prand’

| 2012 | 2016 | 2012

2'5(55) ?'m(ma

17.5
(2.2)

18.0
(2.7)

16.9
3.0}

20.7
(4.5)

17.8
(3.7}

15.8
(3.2)

17,5
(3.3)

16.7
(4.8)

Other spectfic

2016

% (SE)

- 16,5

(2.4}

173
3.9
15.6
(3.6)

18.7
- {4.6)

13.4
(3.3)

17.9
(3.6}

9.4
(3.2)

155
(5.4)

middle and high school, by selected characteristics — National Youth Tobacco Survey,

TABLE. Brand of cigarettes usually smoked by current (past 30-day)* cigarette smokers in

2/8/22, 1:68 PM

Top
haturn'y

]

No usual

brand

2012 | 2016

%
(5€)

10.5
(1.6)

9.7
(1.9)

1.6
(2.1)

10.1
(2.8)

10.8
2.2)

10.6
{2.2)

9.4
{2.3)

8.4
(3.7)

1
1
|
|
|

| 9% {SE)

10.4
(1.8)

12.6
(2.7)

756
(2.4)

9.9
(3.6

15.1
(3.5)

6.9
{1.9)

12.1
(3.6)

6.0
(2.8)

Page 6 of 10



Cigaretie Brand Praference and Pro-Tobacce Advertising Amang kiddle and High School Students — United States, 2012-2016 | MMWR 2faf23, 1:50 FM

332 265 | 149 | 21,3

Hispanic _
: (4.2) 42y | @26 | 59

20.8 ! 185 | e | 238 | 124 09 |
(55) | (44 | 46 | (2 | B0 I B2

No. of days smoked in past 30 days!

14,7 | 19,5 26.6 3.0 2.0
(7.9) ©8) | (94) : (2.2) ! (2.0)

448 | 475 148 . 91 | 17.8
{8.2) (1100 © 40 | @48 1 {85

Frequent {=20
days)

|
|
i
i

Infrequent(t- | 416 © 403 190 | 186 | 161 i 173 | 185 | 140 | 48 | 99

. 19 days) . 4.8) (7.6) , (3.7 . (53) L@ L{4.0) L@ {4.5) 1.2) © @1

" High schoof

_ ' P | i i ? % ;
 Totaf ' 385 488 231 ! 166 | 178 | 133 | 164 154 L4159
' C(18) AP 2) (LB L (L) | (LB | (15 (16) | (04) ¢ (0.9

Sex

125 : 174 | 156 | 51 : 58

| Male | 394 | 500 - 210 | 160 | 170
' (L7 a8y R 7 (1.2)

@1 | @eprr L @0 L @2 | s

. Female 375 | 480 260 | 168 . 186 | 142 & 152 150 27 | 60
(23) @S 27 ] @4 L e Ao Lo L9 | 05 | (o

o Grade

- - |
9 343 | 428 253 | 184 | 174 . 159 1§ 162 . 174 . 69 | 54
@6 G @) | @8 @y | 38 . 018  GH | 04 (15
10 372 | 457 255 . 195 | 194 | 142 ¢ 148 | 139 | 29 | 68
: 24 | B 30 30 (2.3) * @ (8 0N 0.7 | {230

Y 403 | s08 225 | 172 | 145 1 100 | 180 156 38 | 64
: LR D o@e R @) 08 0 09 L e a8 e (15

12 411 532 203 0 127 198 | 136 | 155 1 153 | 33 . 5

@5 B Re 1 RO @5 | 08 29 2§ | 08 | (12

: Race/Ethnicity

 White, non- | 458 | 595 . 154 : 95 . 196 . 118 | 154 | 141 | 37 | 50

" Hispanic @ e as e 9 L age Lo | @) | o8 | 04
Blacknon- | 103 | 110 | 670 | 475 | 42 | 89 | 169 | 167 | 16 | 159 |

' Hispanic LRD B8 @4y 78 () L Be L oen | 6e 07 s
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" Hispanic | 366 | 405
28 | 32

* No. of days smoked in past 30 days”

- Freguent {=20 1 422 | 591

_ days) L (28) | (5
*Infrequent(1- | 378 | 508
© 19 days) L 24) @5

Abbreviation; SE = standard error.

20.5
(3.0)

256
(2.9)

216
{(2.3)

| 202
B3

125
(3.4)

17.1
(2.5)

181 178
en o3

20,7
{2.3)

18.2]i 140 | 127
@3 1 @n (19

198 | 124 | 180

23) | @2y 12
i :

16.5
2.0)

11.5
2.7)

16.6
(2.2)

B

4.4
(1.3)

1.3
(0.4)

2.8
{0.6)

2{8123, 1:68 PM

{1.3)

(1.1

* Assessed with the guestion: “During the past 30 days, what brand of cigarettes did you usually smoke?” Response
options were "American Spirit,” "Camel,” “GPC, Basic, or Doral,” "Kool," “Lucky Strike,” “Marlboro,” “Newport,” “Partiament,”
“Virginia Slims,” “1 did not smoke a usual brand,” “Some other brand not listed here,” “I did not smoke a cigaratte in the
past 30 days,” and "Not sure.” Any response other than i did not smoke a cigarette in the past 30 days” or "Not sure” was
treated as being a current {past 30-day) cigarette smoker.
 Trend analyses include data for 2012, 2013, 2014, 2015, and 2016, Prevalence estimates are presented only for 2012

and 2016,

¥ Because of small sample sizes, the responses “GPC, Basic, or Doral,” “Kool,” "Lucky Strike,” “Parliament,” and "Virginia
Slims” were comhined together as one category (“Other specific brand”),
1 Assessed with the guestion “During the past 30 days, on how many days did you smoke cigarettes?” Response options
included 0 days,” “1 or 2 days,” “3 to 5 days,” "6 to 9 days,” "10 to 19 days,” "20 to 29 days,” and “All 30 days.” Responses of
“0 days” were excluded. All other responses were dichotornized as frequent (=20 days} or infrequent (1-19 days).

** Statistically significant linear trend during 2012-2016 (p-trend<0.05),

FIGURE 1. Agreement* between brand of cigarettes usually smoked® and favorite cigarette

brand ad®* among middie and high school current (past 30-day) cigarette smokers —
National Youth Tobacco Survey, United States, 2012

Pencentage

Martboro Camiet

https:jfwww.cde.govimmwrfvolumes!B7fwrfmmE704a3.htm

Newpoit

Arnertean Spit

(igarette brand

B Parcantaga reporting brand as favorite <garettead
[ Percentage rRpesting brand as usual smoked brand

Kool GRC, Basic, orDoral

Giher

Top
Return)
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Cigarette Brand Preference and Pro-Tobacce Advertising Amung Middle and Hlgh School Students — United States, 2012-2016 | MMWR 21823, 1:58 PM

* Restricted to students who smoked cigarettes during the past 30 days and reported having both a favorite cigarette ad *
and a cigarette brand usually smoked (n = 1,807}, The questlon on favorite cigarette ad was asked only in 2012,

T Assessed with the question: “During the past 30 days, what brand of cigarettes did you usually sinoke?” Responses
classifled as having a brand usually smoked among past 30-day smokers included "American Splrit,” “Camel,” “GPC, Basic,

or Doral,” “Kool,” "Lucky Strike,” “Marlboro,” “Newport,” “Parliament,” *Virginia Siims,” and "Some other brand not listed
here.”

§ Assessed with the question: "What Is the name of the cigarette brand of your favorite cigarette ad?” Responses classified

as having a favorite cigarette ad were “American Spirit,” “Camel,” “GPC, Basic, or Daral,” “Kool,” “Marlboro,” “"Newport,” and
"Some other brand not listed here”

The figure is a bar chart showing agreement between brand of cigarettes usually smoked and favorite brand ad amoeng
middle and high school current {within the past 30 days) cigarette smokers in 2012,

Top
FIGURE 2, Proportion of middle and high school current {past 30-day) cigarette smokers Return')
reporting a usual cigarette brand,* by advertising medium and status of exposure to
cigarette and/or eleciranic cigaretie ads’ — National Youth Tobacco Survey, United States, 2015°

Both products
Movief/TV Cigareites only
adsfor E-dlgaretles oniy [
Nelihet product |[EGE
Bolh products 1
Retaif storn Cigareties only |s
adsfor E-cigareties only
Neither product [
Both praducts fS
Internet Cigarettes only [i
adls for E-cigareties only {8
Neither product
Bothproducts  pEERRES
N:&zg;‘;;r Clgareites only PEEISRERRNY
ads for E-clgarettesonly [B
Malther product R
0 : ‘ '

J '
il 40 &0 80 op
Percentage reporting a usual brand

* Outcome was dichotomized as 0 or 1. Persons who reported having a specific brand they usually smoked ("American
Spirit,” “Carmel,” “GPC, Basic, or Doral,” “Kool,” “Lucky Strike,” “Martboro,” “Newport,” “Pariiament,” "Virginia Stims,” ar
“Some other brand not listed here”) were coded as 1. Those who respanded, “l did not smoke a usual brand” were coded

hips:fiveww cde, gav/mmwefvolumes/S?wifmmB704a3, htm Pago 9 of 10



Cligarette Brand Preference and Pro-Tobacce Advertising Ameng Mlddle and High School Stodenis — United States, 2012-2016 | MMWR 2/6/23, 1:58 PM '
as 0. Responses of "Not sure” of “| did not smoke a cigarette in the past 30 days” were excluded,

t Separate guestions were asked for electronic cigarettes and regular cigarettes In relation to exposure to pro-tobacco
ads on the different media sources (Internet, newspapers/magazines, retail stores, and T¥/movies). For both electronic
cigarettes and regular cigarettes, respondents’ ad exposure status was coded on each medium as either: 1 = exposed
(responses of “Sometimes,” “Most of the time,” and "Always"} or 0 = nonexposed ("Never,” “Rarely,” or those wha indicated
not using the assessed mediumy,

¥ The questions on expasure to both electronic cigarette and regular clgarette ads were asked only in 2015.

The figure is a bar chart showing the proportion of middle and high school current (within the past 30 days) cigarette
smokers reporting a usual brand by advertising medium and status of exposure to cigarette and/or electronic cigarette
ads.

Top

Suggested cltatlon for thls amcle Perks SN Armour B Agaku iT Clgarette Brand Preference and Pro Tobacco
Advert;smg Among M!ddle and ngh School Students s Umted States 2012 2016. MMWR Morb Mortal Wily Rep_

MMWR and Morbidity and Mortallty Weekly Report are service marks of the U.S, Departiment of Health and Human Services.

lUse of trade names and commerclal sources is for identification only and does not imply endorsement by the U.S. Department of Health and
Human Services,

References to non-CDC sltes on the internet are pravided as a service to MMWR readers and do not constitute or imply andorsement of these
organizations or their programs by CDC or the U.S. Department of Health and Human Services, CDC s not responsible for the content of pages
found at these sites, URL addresses listed in MMWR were current as of the date of publication.

All HTML versions of MMWR articles are generated from final proofs through an automated process, This conversion might result in character
translation or format errors In the HTML version, Users are referred to the elactronlc PBF version thtips://www.cde.govimmwr) andfor the original
MMWR paper copy for printable versions of official text, figures, and tables,

Questions or messages regarting errors In formatting should be addressed to mmwrg@cdc.gov.
Page last reviewed: February 1, 2018

Content source: Centers for Disease Control and

Prevention
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Tohacce Brand Preferences | COC

2{8f23, 2:01 PM
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'Srhok'lng & Tohacco Use Home

Tobacco Brand Preferences

C;ga rettes

Market Share Information

s According to 2017 sales data, Marlboro is the most popular cigarette brand in the United States, with sales greater
than the next seven leading competitors comblned.!

e The three most heavily advertised brands—Marlboro, Newport, and Camel—centinue to be the preferred brands
of cigarettes smoked by young pecple.?

2017 Market Shares for Leading
Cigarette Brands'

Brand Market %

Marlboro 40%
Newport 14%
Camel {ftiter only) 8%

Pall Mall Box 7%

Maverick 2%

Santa Fe 2%

Winston 2%

Kool . 2%

NOTE: Market share—or market percentage—Is defined as the percentage of total sales in the United States.

industry Marketing Practices

htips:ffwww.cde.govfiobaccofdata_statislics/fact_shastsftobacco_industryfbrand_preferancefindex.btm Page 1of 4



Tobecco Brand Preferences | CDC 2/af23, 201 PM

Tobacco industry marketing practices can influence the brands that certain groups prefer, For example:2

* The packaging and design of certain cigarette brands appeal to adolescents and young adults,

* Historically, menthol cigarettes have been targeted heavily toward certain racial/ethnic groups, especially African
Americans.

© Amaong African American adult, adelescent, and young adult cigarette smokers, the most popular brands are
all mentholated,

» Cigarettes with brand names containing words such as "thins” and “slims” have been manufactured to be longer
and simmer than traditional cigarettes to appeal directly to women—e.g., Virginia Slims and Capri brands.

Brand Characteristics
+ Of all the cigareltes sold in the United States in 20183

99.7% were filtered

36.0% were mentholated brands

» Use of mentholated brands varies widely by race/ethnicity. The percentage of current smokers aged 12 years or
older who reported using mentholated brands in 2012-2014 was:*

84.6% Non-Hispanic black
46.9% Hispanic
38.0% Non-Hispanic Asian

28.9% Non-Hispanic White

+ Before 2010, manufacturers were allowed to label cigarettes as “light” or “ultra light” If they delivered less than 15
mg of tar when measured by an automated smoking machine 3

o Such [abeling allowed tohacco companies to deliberately misrepresent “light” cigarettes as being less harmful
and an acceptable alternative to quitting smoking.?

o The 2009 Family Smoking Prevention and Tobacco Control Act, however, prohibits use of terms like “light,”
“low,” and "mild” on tobacco product labels.”

Other Tobacco Products 17

Cigars

According to 2015 sales data, Swisher Little is the most popular brand of cigars in the United States, with sales
substantially greater than any little cigar competitor and the {eading large cigars and cigarillos competitors 8

2015 Market Shares for Leading
Cigar Brands?

https:/fwww.cde.govfichacco/data_slatisticsffact_sheets/tobaceo_industryfbrand_prefarencefindex.htm
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Tobacea Brand Preferences | CDC

Brand

Swisher Liitle

Swisher Sweets

Black & Mild

Garcia y Vega

Whikte Owl

Category

Little cigars
Large cigars and cigarillos
Large cigars and clgarillos
Large cigars and cigarlfios

Large cigars and cigarillos

Market %

60%

16%

11%

5%

5%

2{af23, 2101 PM

NOTE: Market share—ar market percentage—is defined as the percentage of total sales In the United States,

Smokeless Tobacco
The five major U.S. smokeless tobacco companies experienced decreased sales from 2018 to 2019, from 1284

millien pounds to about 126 million pounds.® Smokeless tabacco products include dry snuff, moist snuff, plug/twist,

loose-leaf chewing tobacco, shus, and dissolvable products.

2011 Market Shares for Leading
Smokeless Tobacco Brands?®

Brand Category Market %

Lewi Garrett Plug Moist plug tobacco 5205
Day's Work Plug tobacco 45%
Red Man Plug Molst plug tobacco 36%
Grizzly Molst snuff and fine cut tobacco 26%
Copenhagen Moist snuff and flne cut tohacco 25%
Garrett Dry snuff 24%
Skoal Molst snuff and fine cut tobagco 24%
Red Man Loose leaf tokacco 18%

NOTE: Market share—or market percentage—is defined as the percentage of total sales In the Unlted States.

https:fwww.cdo.govitobaccofdala_slatisticsffact_sheetsflobacco_industry/brand_preference{lndex.him
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Tobacco usein Maryland 2021

T_OPIC Smoking by Region

SUBTOPIC State Facts

Cigarette use:
Maryland

o In 2020, 10.9% of adults smoked.
Nationally, the rate was 15.5%.

e In 2019, 5.0% of high school students in
Maryland smoked cigarettes on at least
one day in the past 30 days. Nationally, the

rate was 6.0%.2

https: ffiruthinitiative.orgfresearch-resourcesfsmoking-regionftobaceo-use-maryland- 2021

3j4/24, 3:37 BM
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Tobacoo use in Maryland 2021

MARYLANMD

CIGARETTE USE

among adults and high schoot students

Other tobacco
product use:
Maryland

e |n 2019, 3.3% of adults in Maryland used
e-cigarettes.

e |n 2020, 1.7% of adults in Maryland used

smokeless tobacco

* |In 2019, 23.0% of high school students in
Maryland used electronic vapor products
on at least one day in the past 30 days.

Nationally, the rate was 32.7%.2

e [n 2019, 4.6% of high school students in
Maryland used chewing tchacco, snuff or
dip on at least one day in the past 30 days.

Nationally, the rate was 3.8%.2

https:fftruthinitiative.orgfresearch-resourcesfsmoking-regionftobacce-use-maryland-2021

3)4f24, 3:37 PM
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Tobacco use in Maryland 2021

e |n 2019, 6.0% of high school students in
Maryland smoked cigars, cigarillos or
little cigars on at least one day in the past

30 days. Nationally, the rate was 5.7%.2

ARYLARD

OTHER TOBACCO PRODUCT USE

among adults and high school students

ADULTS

E-CIGARETTES

SMOKELESS
TOBACCO (2020} I 7%

Economics of
tobacco use and
tobacco control

e Maryland received $501.0 million
(estimated) in revenue from tobacco
settlement payments and taxes in fiscal

year 2021.%

e (Of this, the state allocated $10.8 million in
state funds to tobacco prevention in fiscal

nttps:fftrathinitiative orgfresearch-resourcesfsmoking-regionftobacco-u se-maryland-2021

3faj24, 337 Ph
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year 2021, 22.6% of the Centers for
Disease Control and Prevention’s annual

spending tar(_:]et.’i

* Smoking-related health care costs: $2.71

billion per year.

¢ Smoking-retated losses in productivity:
$2.22 billion per year.’

MARYLANKD

2021 TOBACCO TAXES

Maryland tobacco
laws

Tobacco taxes

» Maryland is ranked 5th in the U.S. for its
cigarette tax of $3.75 per pack (enacted
Feb 2021), compared with the national
average of $1.91 [The District of Columbia
has the highest tax at $4.50 and Missouri

has the lowest at 17 cents.]®8

httpsiftruthinitiative orgfresearch-reseurcesfsmeking-regionftobacco-use-maryland-2021 Page 4 of §



Tobaceo use in Maryland 2027

» Cigars are taxed at 70% of the wholesale
price and premium cigars are taxed at
15% of the wholesale price. All other
tobacco products are taxed at 30% of the

manufacturer’s list price.f"?

Clean indoor air ordinances

« Smoking is prohibited in all government
and private workplaces, schools, childcare
facilities, restaurants, bars,
casinos/gaming establishments, retait

stores and recreational/culturatl

facilities.”

» No smoke-free restrictions exist for e-

cigarette use.”

Flavor restrictions

e The sale of cartridge-based and

disposable e-cigarettes with flavors other

than menthol is prohibited.*0

Licensing laws

s Retailers and wholesalers are required to
obtain a license to sell tobacco produc’ts.6

e Alicense is required to sell e—cigaret’ces.9

Youth access laws

e Effective December 2019, the United
States adopted a law raising the federal
minimum age of sale of all tobacco
products to 21. Seme states have not yet

https:f{truthinitiative.org/research-resourcesfsmoking-regionftebaceo-use-maryland-2021

3J4[24, 337 PM
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raised their state minimum age of sale,
however, the federal taw takes
precedence.

* Underage persons are prohibited from
buying electronic smoking devices,

including e-cigarettes.”

¢ The sale or distribution of electronic
smoking devices or coupons for electronic
smoking devices to underage persons is

prohibited.”

¢ The sale of flavored electronic smoking
devices is prohibited, including disposable
products {except tobacco and menthol

flaver).”

* Vending machine sales of electronic
smoking devices is prohihited unless

located in an establishment inaccessible

to underage persons.’

Local tobacco laws

¢ Montgomery County, Maryland:
o Prohibits e-cigarette manufacturers
from distributing all e-cigarettes to

retail stores within a half mile of 3

middle or high school.®

o Prohibits e-cigarette manufacturers
from distributing flavored e-
cigarettes to retail stores within a
hatf mile of any middle or high
school, library, or recreational

https:f{truthinitiative orgfresearch-resourcesfsmoking-regionffohacco-use-maryland- 2021 Page 6 of 4
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facility.10

Quitting statistics
and benefits

¢ The CDC estimates that 52.3% of daily
adult smokers in Maryland quit smoking

- for one or more days in 2019.3

* In 2014, the Affordable Care Act required
that Medicaid programs cover all quit

medications.”**

e Maryland’s state quit line invests $3.74
per smoker, compared with the national

average investment per smoker of $2.28.7

* Maryland does have a private insurance

mandate provision for cessation.’

Notes and
references

Updated August 2021

*National and state-level prevalence
numbers reflect the most recent data
available. This may differ across state fact
sheets.

**The seven recommended quitting
medications are NRT gum, NRT patch, NRT

https:ftruthiniliative.orgjrescarch-resourcesfsmoking-regionftobacco-use~-maryland-2021

314424, 3:37 PM
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nasal spray, NRT inhaler, NRT lozenge,
Varenicline [Chantix} and Bupropion (Zyban).

Fiore MC, et al. Treating Tobacco Use and
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Guideline. Rockville, MD: US Department of
Health and Human Services. Public Health
Service: May 2008.
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6. American Lung Association, State

Legislated Actions on Tobacco Issues
(SLATI).

7. American Lung Association, State of
Tobacco Controt, 2021.

8. Campaign for Tobacco-Free Kids. State
Cigarefte Excise Tax Rates & Rankings.
hitps://www.tobaccofreekids.org/assets/fact
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sheets/0097.pdf. Accessed.

9. Public Health Law Center. U.S. E-
Cigarette Regulation: 50-State Review,
http://www.publichealthlawcenter.org/resou
rces/us-e-cigarette-regulations-50-state-
review. Accessed.

10. Truth Initiative, Local restrictions on
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What We
Advocate For

Take Action

Healthy Air
Campaign

The American Lung Association strongly suppotts efforts on
the national, state and local levels 1o increase taxes on

cigarettes and tobacco products. Increasing tobacco taxes
can:

5 Keep kids from starting to smoke
¢ Help adults to quit

o Provide funding for much-needed health programs
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Increasing Cigarette and

Tobacco Product Taxes

Increasing taxes on cigareties is a win-win proposition:
significantly increasing cigarette taxes results in fewer kids
starting to smoke, and in more adults quitting while at the
same time providing substantial revenue to fund impottant
health, as well as tobacco prevention programs. Every 10
percent increase in the price of cigarettes reduces
consumption by about four percent among adults and
about seven percent among yc:nuth.1

Funding Critical Health
Programs

Federal Level: On the federal level, revenue from cigarette
and tobacco taxes helps fund programs that support
children and adults across the country, including the
Children's Health Insurance Program (CHIP). CHIP provides
health insurance to many children in the U.S. who would
otherwise be uninsured.

Federal tobacco taxes were last increased in 2009, with the
cigarette tax being increased by $0.62 per pack. The
current federal cigarette tax is $1.01 per pack. The American
Lung Association supports increasing the federal cigarette
tax and making federal tax rates on other tobacco products
equal to the cigarette tax.

State and local communities: Revenue from state and local
tobacco tax increases can and should be used to fund state
tobacco control programs.




Federal ' The Lung Association has had great success recently in

Priorities for increasing the price of tobacco products as 49 states and

the 118th _
Congress : the District of Columbia have increased their cigarette taxes
' since 2002, many more than once. The average state
Our ;
cigarette tax was $1. as of October 2018.
Advocacy g $1.81 per pack i
Victories , .
o Get more information on state tobacco taxes
Advocacy : o See how your state measures up in our State of
Archive
Tobacco Control report
PRalerencses
1. Tauras JA, O'Malley PM, Johnston LD, "Effects of Price

and Access Laws on Teenage Smoking Initiation: A

National Longitudinal Analysis,” Bridging the Gap

Research, ImpacTeen, April 2001. Available at;

hitps:/impacteen.ic.edu/access.htm
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The research is clear: increases in tobacco taxes
decrease tobacco use. Indeed, raising taxes on
tobacco and thereby increasing its price is one of
the most effective ways to reduce tobacco use.
Prices affect virtually all measures of cigarette use,
including per-capita consumption, smoking rates
and the number of cigarettes smoked daily?¢®
These effects apply across a wide range of racial and
socioeconomic groups.’

Smoking-related itlnesses remain the leading
cause of preventable death in the United States,
with more than 540,000 deaths annually, and cost the
country more than $300 biltion each year, including
$170 billion for direct medical care for adults and
mare than $156 billion in lost productivity."?? Yet the
federal tax on cigarettes has not increased since
2009, when the Children’s Health Insurance Program
Reauthorization Act raised the tax to $1.01 per
pack.%® State taxes per cigarette pack average $1.78,
with rates ranging from 17 cents in Missouri te %4.50
in Washington, D.C.*

Truth Initiative® supports a set of policies
regarding tobacco taxes, starting with federal,
state and local tax authorities levying the highest

The cost of smoking-related ilines

Direct medical care for adults

$170

Lost productivity

$156
biuion/year

biuionlyear

et €325 Dillionyear

*Individual state fact sheets can be accessed at t-ulhinitiative_arg/2018-s!
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Smokmg related |llnesses remain g
the leading cause of preventable |
death in the U.S., with more

than 540,000 deaths annually.

possible taxes on cigarettes and all cther
combustible tobacco products, such as cigars, pipe,
roll your own tobacco and hockah. Additionally, all
tobacco products, including e-cigarettes, should

be taxed at rates that discourage youth use. At this
time, only 10 states tax e-cigarettes at all.® That
said, tax authorities should levy taxes on properly
requlated e-cigarettes and preducts proven to

be both less harmful and help move smokers

away from combustible tobacce products at rates
proportional to the harms of each type of tobacco
product. We note that this strategy only works
when taxes on combustible preducts are significant
enough to both discourage youth uptake and to
encourage smokers to switch to less harmiul
products. In many jurisdictions in the U.S., taxes,
even on cigarettes, remain well below these levels,



Further, taxes on tobacco products should increase
over time to continue {o have the intended effect of
enceuraging guitting among current smokers, and
preventing vulnerable populations, especially youth,
from starting to use these products. Pregrams
previding tobacco prevention and guitting services
should receive a significant portion of funds
garnered from all tobacco taxes, which will further
protect communities from the toll of tobacco.

Specifically, Truth Initiative supports the following
policies:

TOBACCO TAXES SHOULD BE
ASSESSED AT THE HIGHEST
POSSIBLE RATES TO PREVENT YOUTH
FROM USING TOBACCO PRODUCTS
AND TO ENCOURAGE ADULTS TO
QUIT.

Taxes are a particularly effective tool for discouraging
youth uptake of cigarettes." Youth and young adults
are fwo to three times more likely to respond fo
changes in prices than adults,? and health economists
have estimated that raising the cost of cigarettes to
$10 per pack nationwide would result in 4.8 million
fewer smokers between the ages of 12-25." in fact,
researchers who compared youth use just before and
just after the federal cigarette tax increase in 2009
found that the tax led to at least 220,000 fewer middle
and high school students taking up smoking."™

B Economists have estimated I
that raising the cost of cigarettes
to $10 per pack nationwide

*_would result in 4.8 million

- fewer smokers between
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consumption
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3-5%

Decrease in overall cigarette consumption

Young people are more responsive to tax increases
for several reasons, including their lower incomes,
which make them more price sensitive, and the
shorter amount of time spent smaoking compared to
older smokers, which makes them likely to be less
addicted.™ Higher cigarette prices also make it more
likely that adult smokers will quit.'é

While not as widely studied, tax increases on other
tobacco products, such as cigars and smokeless
tebaceo, yield similar results in ferms of reducing
prevalence and consumption.' A study of the 2009
federal tax increase on smekeless tobacco led to
at least 135,000 fewer users immediately after the
increase took effect.’? As a result, it is important to
tax all tobacco preducts, inctuding e-cigarettes and
those products that have been granted modified
risk status by the Food and Drug Administration, at
sufficiently high levels to deter youth tobacco use.
Only then can a differentiated tax structure work to
encourage adult quitting.

Further, tobacco taxes on all products should
increase over time. Taxes must increase regularly
te continue the effect of the taxes on reducing
tobacco use. Mareover, increases in taxes should
be meaningful and they should not be phased

in, so that they have the strongest effect on
changing tobacco use behaviors, We know that
for every 10 percent increase in cigaretie price,
overall cigarette consurnption is reduced by 3 to
9 percent.? Thus, the higher the tax, the higher
the decrease in tobacco use. At the sarne time,

because the effect of a tax increase will naturally '



wear off over time, it is important to raise taxes
periodically te ensure centinued decreases in
tobacco use.

The tabacco industry has also long understood the
impact of price increases on smoking among young
people. Internal tobacco company documents
describe how cigarette price increases lead to
significant reductions in smoking, particularly
among young people.” A 1985 Philip Morris internat
document stated, "0f all the concerns, there is one—
taxation—that alarms us the most. While marketing
restrictions and public and passive sroking do
depress volume, in our experience taxation depresses
it much more severely. Our concern for taxation is,
therefore, central to our thinking about smoking and
health. It has historically been the area to which we
have devoted most resources and for the foreseeable
future, | think things will stay that way almaest
everywhere,” "7 The economics behind this conclusion
are as true today as they were in 1985. Indeed, the
tobacco industry continues to put the full might of
jits considerahble lobbying forces toward thwarting
tobacco taxes. In 2016, the industry spent $71 million
against a ballot initiative to raise the tobacco tax in
California.” In 2018 in Montana, a much smaller state,
the tobacco industry spent $17.46 mitlion against a
ballot initiative to raise tobacco taxes there—the most
expensive ballot measure in Montana history.®

Finally, an increase in tobacco taxes reliably leads
to increased revenue by the government enacting
the tax." This provides for "double bottom line” —
increased revenue in state and local coffers and
improved health and productivity for citizens.

REVENUE RAISED THROUGH
INCREASED TAXES ON TOBACCO
PRODUCTS SHOULD SUPPORT
TOBACCO CONTROL PROGRAMS.

Tobacco taxes raise revenue that should be used for
tobacco control programs. Comprehensive pregrams
fund things such as enforcement of tobacco control
policies, quitting services, youth smoking prevention
programs, surveillance pregrams and education
about tobacco health effects, industry tactics and
tobacco control policies,

GEUERAL COHM¥NTS O SUORING AWND HEALTIF
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public and passive smoking do
depress volume, in our experience
taxation depresses it much mor

severely. Our concern for taxation
is, therefore, central to our thlnklng
about smoking and health.” [

—1985 Philip Morris internal document e
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When price increases are accompanied by
camprehensive tobacco contral pregrams, the
impact of both is strengthened.?

> For example, when New York City accornpanied
increases in local cigarette taxes with other
tabacco control services and activities, cigarette
smoking among adults declined by 19 percent
between 2002 and 2004.7

> In Oregon, a study found that the combination of
a tax increase and the state's tobacco prevention
and education program decreased taxable per
capita cigarette consumption by 11 percent.?

> Washington state found a return of more than $5
for every $1 spent on its state tobacco program.®

Funds for state tobacco programs are critical. The
tobacco industry spent almost $9.5 hillien in 2014
marketing its products in the U.5.2%% |n contrast,

in fiscal year 2018, states dedicated only $721.6
millien in tebacco prevention spending, less than

3 percent of the Centers for Disease Control and
Prevention recommendation.? The larger the
investment states make in these programs, and the
longer they sustain their programs, the greater and
faster their impact.??

D



TAX AUTHORITIES SHOULD tax increased in 200%. Manufacturers have been
INSTITUTE TAX PARITY BETWEEN able to increase the per-unit weight of several
CIGARETTES AND ALL COMBUSTIBLE small cigars to take advantage of a tax benefit when

TORACCO PRODUCTS classified as large cigars, which are taxed based on
the product price rather than per cigar. They did so

by using fillers such as the clay found in kitty litter
or stuffing the products with more tobacco to tip the
scales in their favor. As a result of relatively minor
increases in per-unit weight, the new “large cigar”
can appear almost identicat to a “small cigar,”
which resembles a typical cigarette and can cost
as little as 7 cents per cigar,®%

In 2009, the federal government increased the tax
rate for small cigars much more than for large
cigars. The Internal Revenue Code breaks cigars into
two categories for the purpose of taxes: “smalt or
little cigars,” which are the same size as cigarettes
{3 pounds per 1,000 sticks], and “large cigars” that
cover every other type of cigar that is larger than 3
pounds per 1,000 sticks.® The federal tax rate for
small cigars is the same as it is for cigareties, at From 2000 to 2017, total smalli cigar consumption
$50.33 per 1,000 [or $1.01 per pack of 20), while the decreased 80.7 percent from 2.3 hillion in 2000

tax on each large cigaris 52,75 percent of the sales to 440 mitlion in 2017; however, large cigar

price, but not to exceed 40.26 cents per cigar® copsumption increased 332.1 percent from 3.9

' billion in 2000 to 12.9 billien in 20173 This is a

stark example of how price can dramatically affect
rates of tebacco product use and demonstrates that
governments should apply the highest tax rate to all
comhbustible tobaceo products.

This led to small cigar manufacturers making minor
preduct changes to add enough weight to legally
classify them as large cigars for tax purposes,

while they still appear to users to be cigarette
replacement products at a much cheaper price.

Despite a continued decrease in cigarette smoking TAXES SHOULD BE PROPORTIONAL
in the U.S., consumption of large cigars has TO THE HARMS OF EACH TYPE '
increased substantially since the federal tobacco OF TOBACCO PRODUCT. THIS TAX
- _ - _ STRUCTURE REQUIRES FULL
[ TN T [ AR F AN FOOD AND DRUG ADMINISTRATION

TN SR R T o Lo o [ WL REGULATION AND REVIEW
Higher small cigar tax rates led OF PRODUCTS THAT COULD

B manufacturers to make product changes POTENTIALLY REDUCE HARM.S’
= to ctassn‘y smatll C|gar5 as [arge cqgars e Not only can taxes prevent youth from usmg'

: i tobacco, they also encourage smokers to quit
or, for those who cannot or will not quit, they can
encourage smokers to switch completely to the
least harmful tobaceo products, '

Given the epidemic rates of youth tobacco use,
especially for e-cigarettes, federal, state and
local tax-writing authorities should set taxes

on all tobacco products, including e-cigarettes,
at levels high enough to discourage non-users,
particularly youth, from using them. Combustible
tobaeco products cause the most damage to
health and should be taxed at the highest rate.
However, not all tobacco products carry the same

sy 701 | GG TR TOEACR 1058




health consequences. A tax structure that uses a
sliding scale based on product health impacts can
discourage use of the most harmful preducts. For
those who cannot or will not quit tobacco altogether,
a comparatively lower tax rate rnakes those products
that help smokers switch completely to significantly
less harmful products more accessible, and _lc_m PRIVATE
increases incentives to quit the more expensive, and 7
most harmful combustible products. /

AL TENDER

This policy proposal comes with a caveat. For this
type of tax structure to work, the FDA must fully
exercise its authorities to regulate tobacco and ; L S

review products that have the potential to reduce A tax structure that uses
tobacc.o-related harms..Such a tax structure cannot a Sl.lding scale based on pFOdUCt
occur in the current environment where products . .

purported to be the least harrful have not been health *mpaCtS can dlscourage
reviewed by the agency. This lack of scientific use of the most harmful

review makes it impossible to determine which
products reduce harms and help smokers switch tobacco pI"OdLICtS.

completely from combustible products. Until that
time, a tax rate proportional to health consequences

cannot be put into actien as tax agencies would

not know which products truly reduce health
harms. Nonetheless, even now, tax agencies can
ensure that all tobacco taxes are high encugh to
prevent youth use and that all combustible tobacco
products bear the highest tax.

CONCLUSION

Truth Initiative supports increases in taxes on
cigarettes and other tobacco preducts as part of 3
comprehensive tobacco controt program. Using the
revenue raised from these tax increases for tobacco
prevention and quitting services will help to magnify
the impacts of the tax increase, These steps will
prevent initiation of tobacco use, promote quitting,
reduce the prevalence and intensity of tohacco

use amaong youth and adults and result in pasitive
econormic impacts through revenue and savings

of health and productivity costs. We encourage all
states and localities, where allowed, to increase
tobacco taxes and increase funding on tobacco
control programs to improve the health of their
citizens and make those locations heatthier, more
productive places to tive,
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OPPOSE SB 1018

Written Statement Submitted on Behalf of Seneca Distributions LL.C Concerning SB1018

I am a Mohawk Native American and the sole owner of Seneca Distributions, LLC. I submit this
written statement on behalf of Seneca Distributions in opposition to SB1018.

Seneca Distributions is a distribution company I founded in 2013. I began my career in 2006,
working as a marketing representative for the Seneca brand of products in traditionally Native
markets throughout the United States. After seven years, and traveling extensively throughout
the U.S., I made the decision to start my own business and focus my efforts in the mid-Atlantic
region of the U.S.

I am a single mother who has dedicated days, nights, and weekends over the last 10 years to my
business, sometimes sacrificing time with my daughter so that the business could survive and
continue. From humble beginnings where I was the only worker, Seneca Distributions now
employs 30 people. Over the years, and developing the market for Seneca products in Maryland
and surrounding areas, | have learned extensively about the tobacco market in Maryland and
beyond. I witness and experience firsthand each day which manufacturers have products in the
market, and what these manufacturers do to sell their products on a daily and quarterly basis.

I am very familiar with Maryland’s Escrow Statute, and the compliance it requires from Grand
River Enterprises (the manufacturer of the Seneca cigarettes we distribute). I understand that the
Escrow Statute currently requires Grand River to deposit approximately $8.90 per carton for
each carton of Grand River cigarettes that Seneca Distributions sells in Maryland.

I am also very familiar with the marketing and pricing competition of a certain group of MSA
manufacturers that are commonly referred to as “Exempt MSA Companies.” Grand River’s
products compete extensively with these Exempt MSA Companies, and my daily, monthly,
quarterly, and annual business depends critically on my ability to compete with the marketing
and pricing of these Exempt MSA Companies. I see their prices in the market every day, and |
witness firsthand the competitive advantage they have to price their products in the states and
regions in which we compete. Through Seneca Distributions’s dedication, goodwill, and plain
hard work, our minority-owned and disadvantaged company has been able to survive in the
market just enough to stay in business.

Having worked with and modeled our business around the Escrow Statute which has been in
place for over 20 years, SB1018 now proposes to change the Escrow Statute in a way that will
upset and materially affect the competitive balance that exists and has existed in the Maryland
market. SB1018 will keep the escrow requirements in place, but also impose an assessment on
Grand River’s products much like a tax. The effect of the assessment will be to raise the cost
and price of Grand River’s products in the market, to levels at which Seneca Distributions cannot
compete with the Exempt MSA Companies. I know of no reason or basis to impose this
increased regulatory cost on the products we distribute, when our principal competitors make no



OPPOSE SB 1018

equivalent or even remotely comparable payments to or for the benefit of the MSA States,
including Maryland.

After having been told for 10 years that Maryland law required Seneca Distributions and its
products to comply with a fixed set of rules and requirements, and having forged and built our
business in reliance on those rules and requirements, we do not see any basis to change those
rules and requirements — particularly in a manner that discriminates in favor of a select few and
privileged companies that stand to further benefit from an already discriminatory and biased
regulatory regime. SB1018’s unfairness and anticompetitive effects will shut the door on
competition from smaller and Native-owned businesses such as Grand River and Seneca
Distributions, and likely shut Seneca Distributions’ doors altogether. For these reasons, we
respectfully ask the Legislature to reject SB1018 in every respect.
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Grand River Enterprises % P.O. Box 760

Six Nations Ltd. 40 2176 Chiefswood Rd,
PHONE (519) 445-0919 rr/l,EWv Ohsweken, Ontario CANADA
FAX (519) 445-0257 NOA 1MO

March 11, 2024

The Honorable Pam Beidle, Chair Senate Finance
3 East, Miller Senate Office Building
Annapolis, Maryland 21401

The Honorable Guy Guzzone, Chair Senate Budget &amp; Tax
3 West, Miller Senate Office Building
Annapolis, Maryland 21401

RE: Opposition To Senate Bill 1018 “Tobacco Product Manufacturers — Escrow Act — Alterations”

Dear Chairpersons Beidle and Guzzone:

Grand River Enterprises Six Nations, Ltd. {(“Grand River”) submits the following written statement in opposition to SB
1018.

Grand River is a tobacco product manufacturer wholly owned by Native Americans who are members of the Six Nations,
more commonly known as the Iroquois Confederacy. Grand River’s products are sold under the brand name “Seneca,”
and they are imported into the U.S. from Grand River’s factory located on the Six Nations of the Grand River Reserve, in
Ohsweken, Ontario, Canada. We wish to provide the legislature with a history and backdrop of Grand River’s business
and compliance with the Maryiand escrow law that has been in place for over 20 years. The changes to that law
proposed in SB 1018 would have dramatic adverse effects both on Grand River and the multiple businesses, Native and
non-Native, that distribute these products and the products of similarly situated manufacturers and businesses. in
particular, they would require Grand River and similar companies to make direct payments to the State as though

they had agreed to the terms of the Master Settlement Agreement (discussed below) but without any (i) specific claim
or adjudication of any wrongdoing by them and {ii) without any of the benefits conveyed to the companies that settled
with the States, including Maryland.

Grand River started out as a partnership and then assumed its current corporate form in 1996. Grand River’s business
model then and now includes production of tobacco products for distribution in the U.S. and Canada. In 1998, however,
46 States (including Maryland) and the major U.S. tobacco product manufacturers entered into a settlement agreement
known as the “Master Settlement Agreement” or “MSA.” The MSA settled claims brought against these major
manufacturers arising from their marketing practices, including lying about the addictiveness of their products,
manipulating the nicotine content of their products, and targeting their marketing to youth with these addictive
properties in mind. The settlement provided a full release to these accused companies in return for their annual
settlement payments to the MSA States.
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When negotiating the MSA, the accused companies were concerned that, when they raised their prices to make the
annual MSA payments, they would lose market share to smaller companies that were not sued nor accused of any
wrongdoing. All of this is detailed extensively in the record of a lawsuit that Grand River and other companies brought in
federal court commencing in 2002 against 30 States, including Maryland. To accommodate the accused companies, the
States (including Maryland) agreed to two things in the MSA. First, the States agreed to allow a select few manufacturers
such as the companies now known as Liggett Group LLC, ITG Brands LLC, and Japan Tobacco International USA Inc. to
join the MSA within 90 days of November 1998 (the MSA's effective date) with a perpetual exemption from the MSA’s
payment requirements, amounting to 100s of millions of dollars each year, for any volume of cigarettes they sell that
does not exceed 125% of their 1997 market share or 100% of their 1998 market share, whichever is greater. Herein,
Grand River refers to these companies as the Exempt Companies.

Second, the States agreed to include in the MSA a model law — which is the law that is proposed to be amended by SB
1018. The model law, commonly referred to as the “Escrow Statute,” has been adopted in each MSA State (including
Maryland) and requires companies that do not join the MSA (such as Grand River) to deposit money into an escrow
account for each of their cigarettes sold in Maryland. These companies are calied Non-Participating Manufacturers
(NPMs) — manufacturers that have not joined the MSA nor been sued or accused of the wrongdoing committed by the
accused manufacturers that settled the claims against them under the MSA. The amount deposited into escrow by
NPMs is based on the equivalent amount they would have to pay if they joined the MSA WITHOUT ANY EXEMPTION; and
the funds are held for 25 years and can be used or accessed by a State only if a State sues and obtains a judgment
against (or settles with) an NPM for the type of wrongdoing settled under the MSA.

As mentioned, Grand River, along with other companies, initially sued multiple states in federal court, claiming that the
MSA and its Escrow Statute were unfair, unconstitutional, and anticompetitive on multiple grounds. The Exempt
Companies mentioned above, for example, receive hundreds of millions of dollars in payment exemption under the
MSA. This exemption relieves these MSA companies from making any payment requirement under the MSA up to the
amounts mentioned above; and as MSA participants they are exempted completely from making any escrow payments
that are required to be made by NPMs under current law or from paying any assessment proposed under SB 1018. GRE
and the other NPMs currently on the Maryland Tobacco Directory were never offered, and they do not and cannot
benefit from, any payment exemption similar to that given to these Exempt Companies. Indeed, in its 2022 annual
report, the corporate parent of two Exempt Companies — Liggett Group LLC and Vector Tobacco Inc. — boasts to
shareholders about the competitive advantage it receives under the MSA, noting how it will maximize value in the
following way:

e “Capitalize on our tobacco subsidiaries’ cost advantage in the United States cigarette market due to the
favorable treatment that they receive under the Master Settlement Agreement (“MSA”)”

Elsewhere in the report, the company reports:

e “Under the MSA reached in November 1998 with 46 states and various territories, cigarette manufacturers
selling product in the U.S. must make settlement payments to the states and territories based on how many
cigarettes they sell annually. Liggett, however, is not required to make any payments unless its market share
exceeds its grandfathered market share established under the MSA of approximately 1.65% of the U.S. cigarette
market. Additionally, Vector Tobacco has no payment obligation unless its market share exceeds approximately
0.28% of the U.S. cigarette market. We believe our tobacco subsidiaries have gained a sustainable cost
advantage over their competitors as a result of the settiement.”

When confronted about this clear disadvantage to NPMs, the States have argued through their MIT Health Economist,
Jonathan Gruber, that the NPMs are not disadvantaged by the Escrow Statute vis-a-vis these Exempt Companies
because among other things the Escrow Statute operates as a forced savings, which NPMs may invest to earn income,
and the principatl is returned to the NPMs after 25 years. For these reasons, it has also been argued that the Fscrow

Statute does not operate as a tax on NPMs because the funds deposited into escrow remain the property of a NPM and
are never paid to the States.



Following these arguments and positions, the litigations brought by NPMs against multiple States, including Maryiand,
were either dismissed or discontinued. NPMs such as Grand River and those others on the Maryland Tobacco Directory
proceeded in reliance on and grounded in the foundation and position taken by the States that the Escrow Statute
merely implemented a regulatory regime of “forced savings” through non-taxation of NPMs. In short, the NPMs adapted
to compete with those “privileged” and “favored” companies that received exemptions under the MSA, and they found
a way to survive in a market heavily favoring these Exempt Companies. Even with the earnings NPMs make on their
forced savings accounts and the 20+ year reliance expectations created by both the terms of the Escrow Statute and the
States’ 20+ years of arguments and positions surrounding that law, the exemptions given to the Exempt Companies
allow them to price their products in the Maryland market for less than what NPMs can price their products. The
competitive balance is delicate and precarious. To now transform the escrow obligations into a tax assessment

and taking would, in effect, impose a triple detriment to NPMs and create another unfair advantage for these Exempt
Companies.

In short, we ask the Senate inquire of the proponents of SB 1018 as to why the bill is needed and why now? Has any
impact study or data been presented to show a competitive imbalance or other reasons that would justify SB 1018 in the
face of the anticompetitive and discriminatory treatment outlined above?

For example, the Escrow Statute currently requires each NPM to deposit into escrow for 25 years approximately $8.90
per carton for each carton of the NPM’s cigarettes sold in Maryland. Exempt Companies (whose products are already
priced lower than NPM products) get away with paying SO for any carton of cigarettes they sell in the U.S. (including
Maryland) that is under 100% of their 1998 market share or 125% of their 1997 market share, whichever is greater.

In short, SB 1018 proposes to target for extinction NPMs such as Grand River through unfair, anticompetitive, and
unconstitutional means, and no reasonable or acceptable explanation exists to consider or adopt SB 1018 in the face of

such injustice.

Respectfully submitted,

Donald Ferrigan
Purchasing Director
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March 13, 2024

The Honorable Pam Beidle, Chair Senate Finance
3 East, Miller Senate Office Building
Annapolis, MD 21401

The Honorable Guy Guzzone, Chair Senate Budget & Tax
3 West, Miller Senate Office Building
Annapolis, MD 21401

Re: Opposition to Senate Bill 1018 “Tobacco Product Manufacturers - Escrow Act - Alterations”

Dear Honorables Beidle and Guzzone,

Please find below a brief outline of arguments in opposition to Maryland Senate Bill 1018 (“SB 1018”) for your
consideration by Cheyenne International, L.L.C., (“Cheyenne”), a small tobacco company located in Grover, North
Carolina. Cheyenne is a non-participating manufacturer (“NPM”), meaning it is not a signatory to the 1998 Master
Settlement Agreement (“MSA”) between several settling states, including Maryland, and many large tobacco
companies.

SENATE BILL 1018 DOES NOT ACCOMPLISH ITS STATED PURPOSES
In its preamble to SB 1018, the State makes the following four supporting points:
1. Prevent manufacturers from deriving large short-term profits and then becoming judgment-proof;

2. Require tobacco product manufacturers to internalize the health care costs imposed on the State by
cigarette smoking;

3. Increase the price of cigarettes to reduce smoking rates, particularly among the youth of the State,
consistent with State policy to discourage underage smoking; and

4, Serve as partial compensation for the financial burdens imposed on the State by cigarette smoking.

If enacted, SB 1018 would not accomplish any of these four objectives. SB 1018 only serves to enrich those larger
cigarette manufacturers that are signatories to the MSA, which stand to gain new smokers.

It is important to understand that the State’s existing MSA charges on cigarettes manufactured by small business
manufactures, like Cheyenne, are already equal to the MSA charges on manufacturers that are parties to the Master
Settlement Agreement. Like the participating manufacturers, NPMs are required to pay MSA charges into an escrow
account for the benefit of the State. Importantly, these MSA deposits are payments - not fictional charges or



accounting accruals - and the NPMs do not have access to these amounts. As with the MSA charges on the
participating manufacturers, the NPM MSA charges are subject to various adjustments each year so that NPMs pay
the same amount as the participating manufacturers and do not have a price advantage. The “equity fee” that SB
1018 seeks to impose on NPMs would not be subject to any of the participating manufacturer MSA adjustments
(e.g., the NPM Adjustment which reduces the annual charge that the participating manufacturers pay) and thus is
nothing more than special tax on non-participating manufacturers. Consequently, cigarettes sold by non-
participating manufacturers would be more expensive than those sold by participating manufacturers. This would
not discourage smoking. Rather, it only induces smokers to switch brands.

If the State genuinely desires to reduce smoking as stated in its purposes for SB 1018, then it should impose a tax on
all cigarettes to make all cigarettes more expensive. Taxing only a subset of cigarette brands merely encourages
smoking of different brands of cigarettes, namely those manufactured by participants to the MSA.

Next, contrary to the State’s first stated purpose, NPMs, like Cheyenne, do NOT derive large short-term profits with
the possibility of becoming judgment-proof in the future. As explained above, the Model Escrow Statute, which
Senate Bill 1018 seeks to amend, requires non-participating manufacturers to pay into an escrow account for the
benefit of the State the same amount that the participating manufacturers pay to the State. Pursuant to the Model
Escrow Statute, these escrowed funds exist “[t]o pay a judgment or settlement on any released claim brough against
such tobacco product manufacturer by the State of Maryland[.]” This escrow construct was intentionally designed
by the settling States (including Maryland) and the participating manufacturers in 1998 and incorporated into the
MSA to specifically equate the annual payment non-participating manufacturers make to that made by the
participating manufacturers. Thus, the Model Escrow Statute, which has existed for almost 25 years, already
prevents the non-participating manufacturers from “deriving large short-term profits and then becoming judgment-
proof” (SB 1018'’s first stated objective) and requires the non-participating manufacturers to “internalize the health
care costs imposed on the State by cigarette smoking” (SB 1018’s second stated objective).

The State also seemingly asserts that the measure would prevent youth initiation of cigarette products. If that is the
goal, the State should target the PMs, rather than NPMs. As outlined by the Centers for Disease Control (“CDC”) as
recently as 2018, youth do not smoke brands manufactured by NPMs. Rather, “the top three brands usually smoked
among cigarette smokers in all middle school grades combined were Marlboro (38.3%), Newport (21.4%), and Camel
(13.4%). In 2017, the CDC more fully outlined the remaining cigarette brands used by youth. In order, these were
Pall Mall, Maverick, Santa Fe, Winston, and Kool. All of these brands are manufactured by the participating
manufacturers. SB 1018 does not correct youth initiation of NPM brands, as the evidence establishes there is none.

Lastly, SB 1018 would not “serve as partial compensation for the financial burdens imposed on the State by cigarette
smoking.” The State will lose over $1.5 million in 2025 from the effects of SB 1018, as confirmed by the State’s
Comptroller’s Office. The State’s Department of Legislative Services estimates that SB 1018 would raise only
$450,000 annually from NPM equity fees. This is due to the fact that NPMs sell very few cigarettes that are
consumed in the State. However, the State’s Comptroller’s Office will incur at least $2 million to adjust its computer
systems to account for the equity fee. This is a loss of over $1.5 million! This supports the fact that SB 1018 only
servers to financially reward the participating manufacturers, who stand to win with SB 1018. The State stands to
lose money by enacting SB 1018.

In closing, | appreciate the opportunity to present my company’s objections to SB 1018 and if you have any
guestions regarding my arguments against SB 1018, please do not hesitate to contact me.



Best regards,

AL

David Scott
CEO
Cheyenne International, LLC



