POSSIBLE EXCISE TAX INCEEASE

There is a possibility of an increase in the Federal Exeise Tax,
time In 198% The Increase, estimated at an additional B0#
per carton {now at $1.60 per carten), could accur in late 1089 or

early 1990.

In anticipation of any increase in prices or taxes, our
distributors normally purchase heavy guantities. Should this
trend oceur, we feel our 1989 sales will show little adverse
effect and mey even beneflt from the heavier buying, in the
event of an October tax increase. It would be difficult ta
predict the long-range effect of such a tax increase on

Industry sales.
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4.T. CO.

ODUCTS INTRODIGED TN 1935 AND PLANNED FOR 1

1988

MALIBU Kings ' Natlonal Introducticn {Second Quarter)
AMERIGAN Lights Hational Introduction (Third Quarter)
AMERICAN Filters Teat Markets {Fourth Quarter}

1939 (Scheduled)

AMERIGAN Filters Rational Intreduction (First Quarter)

PALL MALL Red Lighta To ba determined
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PREMIER

Premier regembles a regular cigarette with two significant changes, First, a
carbon-based heating element is Implanted in the end of the cigarette tube
which is 1it by the consumer. Second, a& capsule contalning tobacco flavor and

nicotine is sugpended ih the cigarette tobacco near its midzection,

The cigarette is lit and consumed generally in the same manner a8 current
regular brands however, only the element is ignited. The heat from the
element warms the tobacco and flavor capsules, thereby delivering tazte and
nicotine. Premier does not burn and, therefore neither shortens nor produces

an ash, It is consumed for the same length of time as present cigarecttes.
Teat Markets

R. J. Reynolds introduced Premier into Phaénix, Tucson, and St, Louis in
October, 1988. The Introduction was supported by very heatz trade, promotion,
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and advertising gpending, Support Bms continuedt%nnu%ias

Resultg To Date _ ]
LY A — . ~
@Nw\m W O DLMM e Y dn QB
‘\EQitial trade and consumer reaponse was positive, -“Howewer, product did not
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live up to claims/expectations and sussant sales sag virtually non-existant,
e N
Thera hse-been congidersble controversy over Premier coming from anti-smoking

groups,
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