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PHILIP MORRIS

INTERNATIONAL

EVEM HURWITZ Telephone: «41 21 18 40 20
SERIJR VICE FREGIDERT CORPORATE AFFAIRS Tebefax: SATMEB4TT
guan. urwiz@pmint_com

Anna White
Coordinator, Global Partnerships for Tobacco Control
P.O. Box 19403
Washington, D.C. 20036 February 23, 2007
Dear Ms, White:

I am writing in response to your letter to Louis Camilleri, Chairman and CEO of
Altria Group Ine, the parent company of Philip Morris Intemnational. I welcome this
opportunity to explain PMI's views to you and the 100 organizations that are
represented by the Global Partnerships for Tobacco Control.

Let me first address what [ believe to be a misunderstanding of PMI's intentions and
positions. PMI is committed to working with regulators and the public health
community to obtain tobacco regulation based on the principle of harm reduction.
This commitment reflects our view that regulation is the most effective way to
articulate and enforce rules for the tobacco industry and provide assurance to
governments, the public health community, and consumers that the manufacture,
marketing, sale and use of tobacco products take place within a prescribed public
health-based framework to reduce harm. It is a global commitment and applies to all
of the countries in which we do business. PMI's expansion into markets where we do
not yet have a significant presence, therefore, will not, as you suggest, “exacerbate”
the harm caused by tobacco products. To the contrary, in many emerging markets, we
have been a leading supporter of regulation, seeking legislative action which
otherwise might not take place. Comprehensive regulation is in the public interest, but
it will also benefit us, as we believe we can compete successfully within a clear
regulatory framework that 15 enforced against all tobacco companies and all tobacco

products.

While I understand the scepticism with which you and many others in the public
health community regard us, that scepticism and mistrust are undermining a historic
opportunity to obtain meaningful, cohesive and comprehensive regulation across the
globe. As the UN and others have recognized, despite the health effects of tobacco
use and the best intentioned public health measures, many people will continue to use
tobacco products. If tobacco use will continue into the future -- and it will whether or
not PMI and other multinational companies remain in the business -- regulators and
the public health community can achieve far more working with a company like ours
than by rejecting our views out of hand or making demands of us that will not result
in a fully regulated tobacco industry and are likely to raise unintended consequences
that are neither good for public health nor for the legitimate tobacco industry.
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I hope you will agree that it is time for us to work together in those areas where we
share common views --- and I believe there are many., We should put the mistrust of
the past behind us and move forward in a transparent and collaborative way to achieve
real solutions in a very complex global environment.

I have provided, as you requested, a response to the “list of demands” you raised in
your letter to Mr, Camilleri. I also invite you to meet with me, in a place and a time
convenient to you, to discuss these or any other matters you have concerning PMI and

its support of regulations.

1. Adhering to the provisions of the FCTC, including by ending all
advertising and marketing of tobacco products, and ending the use of
misleading and deceptive terms such as “mild” “light” and “low.”

You have asked that PMI voluntarily adhere to all of the provisions of the FCTC, and
specifically that we agree to cease advertising our products and stop using descriptors
such'as “lights” and “mild.” We cannot agree to that. Any action by PMI alone would
not achieve public health goals and would place us at a competitive disadvantage,
which is inconsistent with our obligations to our shareholders and our employees.
Further, as the public health community (including the WHO on its website) has
repeatedly stated, voluntary measures are not effective substitutes for legislation. The
most effective and appropriate approach for us is to support the implementation and
enforcement of expansive and cohesive legislation, including regulation of marketing

and the use of descnptors.

We are doing that. We are advocating wide-ranging regulations that cover, among
other things, product-based requirements, marketing restrictions, health warmnings,
sales to minors, illicit trade, education on the serious health effects of tobacco use,
and fiscal (tax and price) measures. In many respects, the areas of regulation we
support mirror the core demand and supply reduction provisions of the FCTC. In fact,
there are only a few specific recommendations in the FCTC with which we disagree,
including & total ban on marketing (Article 13). a total ban on public smoking (Article
§), a ban on the sale of duty free cigarettes (Article 6), and the use of litigation against
the tobacco industry (Article 19).

On the issue of marketing, we strongly believe that we, and other tobacco companies,
should be permitted to communicate directly to adult smokers but within well-defined
rules. The ability to communicate to adult smokers about our brands is fundamental to
fair and vigorous competition. We will not therefore agree to either unilaterally stop
advertising or to support total advertising bans. That said, we have actively supported
and will continue to support restrictions on tobacco product advertising, including
total bans on outdoor advertising and in print, television and radio. We also agree
with FCTC Article 13 (4)(b) that tobacco advertising should be required to bear health
wamings. In fact, we voluntarily apply wamings in countries which do not require
them.

On the use of descriptors, such as “lights,” (discussed in FCTC Article 12), our
position is that the use of these terms should be permitted — but regulated — requiring
manufacturers to provide consumers with information, as we have provided on our
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internet site and through other means including pack onserts, explaining that these
terms do not mean that one brand is safer than another. Where descriptors are banned,

we also believe that regulators should ban the printing of tar, nicotine and CO yields
on packs and in advertisements.'

There are other provisions of the FCTC which you have not raised which we support.
For example, we firmly believe that regulation of the product (Articles 9 and 10 of the
Treaty) is an important component of tobacco control. Another example of where we
agree with the FCTC is Article 6’s recommendation that govemnments incorporate
fiscal (tax and price) measures in their tobacco control policies. Although we do not
support excessive tax increases, we strongly support the FCTC's view that fiscal
policy is an important element of comprehensive tobacco regulation. Consistent with
the views of WHO, the World Bank and other public health groups, fiscal policy must
take into account a wide range of factors, including the tax structure in place and
unintended consequences of excessive tax increases.” Importantly, any tax policy
which encourages a shift in demand to lower taxed, and therefore, lower priced
tobacco products that are equally or more harmful would not support legitimate public

health policy objectives.’

! In most countries where descriptors are banned, tar, nicotine and CO yields are siill required to be
printed on pack, including the European Union, which banned descriptors while at the same time
increasing the size of ISO-measured tar, nicotine, and CO yields on cigarctic packs, Prohibiting
descriptors, but at the same requiring (or increasing the size of) the ISO yicld numbers en packs is
inconsistent, You may not be aware that PMI supperts WHO's recommendation to supplement the
ewrrent 1SO test method, measuring for tar, micotine, and CO yields, with the more intensive Health
Canada method The WHO's proposal would provide governments with two sets of yield numbers
based on the current IS0 method and the more intensive Health Canada method, which would beter
illustrate the wide variability in the delivery of tar, nicotine and carbon monaxide, depending upon how
an individual smokes a cigarctte. Of course, any consumer information about these ranges would need
to be provided in # manner that is clear and comveys the limitations of machine-based measurements.

* WHO has said that in considering tax levels governments must consider “all faclors relevant 1o s
particular situation. The purchasing power of local consumers, rates and tax structure in neighbouring
countries, the ability of tax and customs authorities to enforce compliance, the need for revenue and the
need to tackle the growing burden of tobacco-related illncsses arc important considerations.” WHO,
Building Blacks for Tobacco Control at 190 (2004). Similarly, the International Monetary Fund has
stated, “Ultimately, tobaceo excise tax rates must reflect the purchasing power of the local consumers,
rates in neighboring countries, and, above ali, the ability and willingness of the tax autherity to enforce
complisnce.” World Bank, Curbing rhe Epidemic: Gover rs_and rhe Econcmics of Tobacca
Control (1999) (“World Bunk 1999 Report"). Appendix A: Tobucco Taxation: A View From The
International Monetary Fund.,

On fiscal palicy, we have suggested that governments should consider, among other things, (1) regular
and reasonable tax increases indexed 1o inflation and growth in real income for tax systems with 2
specific tax component, (2) fully specific tax systems, (3) a minimum excise ax for all tobacco
products where tax systems are ad valorem or mixed, (4) a mimmum benchmark reference price for all
tobacco products, (5) equalization of excise tax rates across all tobaceo products, including roil-your-
own, (6) strong controls and enforcement 1o prevent an influx of illicit tobacco preducts, and (7)
cnforecable restrictions on cross border sales and duty free sales (as opposed to 2 ban on duty free

products).

* Fer example, fine-cut or “roll-your-own™ tobacco 1s taxcd at far lower ratcs than manufactured
cigarettes in miany countries. (The average EU rtoral tax on roll-your-own tobacco is 44% of the
average total 1ax on cigarettes.) With fower tax rates, hand-rolled cigareties arc significantly cheaper
than manufactured cigarettes, and, as a result, the market share of RYO products has incrcased
drematically. In this regard, WHO's European Region stated that "Research has shown thar some
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