Legislative/Regulatory Environment

P ———

EPA Ruling

e A 1998 U.S. District Court ruling regarding ETS invalidated the EPA's
classification of second-hand smoke as a "Group A" carcinogen

OSHA Activity
e OSHA Workshops

Impact of State/Local Bans

 California Bar Ban: 59% lost business, average sales decline of 26%
e Mesa: Overall sales declined by 5.2%

» National bowling study:

-- Revenues would drop by up to haif a billion dollars, a 16% decline
-- Up to nearly 15,000 people would lose their jobs
-- Up 1o nearly $25 million in lost sales taxes

Sources:
1: The American Beverage Institute, by KPMG Peat Marwick, LLP, April 1998

2: Economic Impact of the City of Mesa Smoke-Free Ordinance: Working Paper 2, City of Mesa Finance Departmeni, October 1896, funded with a grant
courtesy of Philip Morris Management Corporation

3: Bowling Proprietors' Association of America, by ETC Institute, Fall 1997, funded with a grant courtesy of Philip Morris' Accommaodation Program
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Ventilation "In Action" }

The Hitching Post*

Richmond International Airport/Richmond, VA

Post-installation survey of customers showed: |

. Over seven out of ten adults (65% of non-smokers and 81% of smokers)
said the air quality is better than in most restaurants
. Close to nine out of ten adults (84% of non-smokers and 88% of smokers)

said the air quality is better than in most bars

. Almost all non-smokers (80%) and smokers (95%) agreed that ventilation
technology is an effective approach to accommodating non-smokers and
smokers

. Over nine out of ten adults (91% of non-smokers and 98% of smokers) said
that they would visil again i

Dog House Saloon
Muskegon, MI

Post-installation survey of customers showed improved ratings for the following:
Food -- up 7%

. Service ~- up 35%

. Air Quality -- up more than 50%

. Enjoyability -- up more than 20%

= Source: The Hitching Post Satisfaction Study, 1998, by Active Knowledge Incorporated, funded by Philip Morris USA
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Ventilation -- A Viable Option

{

Ventilation technology can play a vital role in helping to comfortably
accommodate non-smokers and smokers by enhancing indoor air gquaility in
hospitality establishments.

Application of ventilation technology can be a cost-effective, practical investment
that pays for itself over time through increased customer satisfaction and lower
energy and maintenance costs.

There is not a "one-size-fits-all" approach to accommodation and ventilation
options. Business owners need to decide what approach will work best for
them and their customers.
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PM "Options" Initiative

Ventilation improvements can help create comfort . . .

. Educate business owners on the benefits of ventilation as an accommodation
option

e Motivate business owners to proactively invest in ventilation to meet their own

business objectives and help create a comfortable environment for both
non-smokers and smokers

* Bridge the gap between the hospitality and HVAC industries to enhance the
technical options markeiplace for business owners

e Demonstrate to public policy makers that the hospitality industry is proactively
managing the accommodation of non-smokers and smokers
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PM "Options” Initiatives

The Accommodation Program

L ]

Nationwide Program
Restaurants, Hotel/Motels, Bowling Centers
40,000 Businesses

Education

-- "How To" Materials

-- Technical Guidebooks

-- Technology Option Seminars
-- Case Studies

Communication
-- Quarterly Newsletter: Sign of the Times
-- Issue Alerts/Late Breaking News

Signage: Non-Smokers & Smokers Welcome
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PM "Options" Initiatives

JE s S

The Accommodation Program: Association Resources

Ventilation Educational Seminars

Educational Materials; Case Studies, |IAQ Fact Sheets, Common Questions
Newsletter Columns: "Ask the HVAC Expert"

Research and Studies

Educational Grants and Sponsorships

Ventilation Telephone Consulting Service

Technical Consultant Referrals
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PM "Options" Initiatives

* atmospherePLUS, a licensed beverage industry initiative

-- National Licensed Beverage Association

* Hospitality and HVAC Industry Forums

Air Conditioning Contractors Association of America (ACCA)
-- National Conference, February 24 - 26

-- Massachusettes Restaurant Association (Peter Christie)

-- National Licensed Beverage Association (Deborah Leach)

-- Ohio Hotel & Lodging Association (Howard Nusbaum)

Hotel & HVAC Industry Roundtable: Loding Magazine (Fall '98)

Restaurant & HVAC Industry Roundtable: HPAC Magazine/NRA Show (May '99)

»  Selective support and funding of state-of-the-art ventilation models

-- The Hitching Post, Richmond International Airport
-- The Aviators' Club, Denver International Airport
-- Coral Reef Yacht Club, Florida

ZL122TL0Z ¢ 9



Working together, we can find
balance and comfort for both
non-smokers and smokers
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Ventilation Options

We asked business owners what would help*...

e Cost, cost, cost

»  Benefits to business
e  Technology options
e Easy-to-understand

e  Technological expertise (from HVAC professionals)

*Source: Focus group findings, The Holm Group for Philip Morris USA, 1988
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Ed Beauchemin
Richmond, VA
£88/274-4500
804/274-2841 - FAX
VA, NC, KY, SC

|
I Betsy Giles
Austin, TX
800/525-5680
512/478-0647 - FAX
AR, KS, 1A, MQ, NE, OK

H REGION 10

] Jack Dillard
Austin, TX
B0O/525-5680
512/478-0647 - FAX
TX, LA

REGION 11

Virginia Corwin

Highlands Ranch, CO
800/848-0187

BE8/909-1305 - FAX

UT, AZ, CO,NM, WY, MT

REGION 12

Tracey Scolt

Reno, NV
300/996-5403
762/322.9500 - FAX
AK, WA, OR,ID, NV

REGION 13
Michael Carpenter
Sacramento, CA

800/626-5403
916/441-2897 - FAX
CAHI

Clare Schweitzer
Mgr. Regulatory Affairs
Milwaukee, WI
414/931-6050
414/931-4818

Jack Lenzi
Dir., Strategic Planning &
Programs - Tobacco
New York, NY
917/663-2233
917/663-5716 - FAX
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M District 1
[ District 2
B District 3 David Laufer
Vice President, State Government Affairs
New York, NY
——— 917/663-3066
# WA 917/663-5716 - FAX E
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P NE 1A R
I D
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Sheila Flowers Sk ‘Ted Lattanzio 1
Supervisor, Events Planning Dir., Policy Organization Planning
New York, NY New York, NY
917/663-2046 917/663-3851
917/663-5716 - FAX 917/663-5716 - FAX
Scott Fisher Henry Turner Pam Inmann
Director, Government Affairs Isicector, Giovernment Affairs Director, Government Affairs
District 1 Tristrict 2 District 3
Milford, OH Alpharetia, GA Highlands Ranch, CO
B0/554-9406 BOIRT-TYOH S800/848-0187
513/831-7219 - FAX GVB/29T-930d - FAX 888/909-1305 - FAX
Marianne Kiely A. Sheanise Washington César Vargas
District Manager, District Director, District Manager,
Government Affairs Government Affairs Government Affairs
Milford, OH Washington, DC Sacramento, CA
800/554-9406 202/637-1548 B00/626-5403
513/831-7219 - FAX 202/737-2093 - FAX 916/441-2897 - FAX
Tom Reed Tod Gimbel Dan Colegrove Tracy Mihas
Dir., Strategic Planning &  Dir., Strategic Planning & Mgr., Planning & Mgr., Planning &
Programs - Beer Programs - Food Programs - Food Programs - Beer
Milwankee, W1 Wagshington, DC ‘Washington, DC Milwaukee, W1
414/931-4547 202/637-1558 202/637-1542 414/931-3115

414/931-4dR1R . FAX

202/737-2093 - FAX

202/737-2093 - FAX

Mansfield, MA
800/662-8852
508/337-8818 - FAX
ME, NH, ¥T

REGION 2

Joanne McCarthy
Mansfield, MA
800/662-8852
508/337-8818 - FAX
MA, RI

-] Sharon T. Portnoy

414/931-4818 - FAX

New York, NY
800/525-3924
917/663-5716 - FAX
NY,CT,PR

BEGION 4

Berek Crawford
Milford, OH
800/554-9406
513/831-7219-FAX
IL, OH, IN, MI

(I} Peor rnces

Milwaukee, WI
414/931-3129
414/931-3183 -FAX
W1, ND, SD, MN

REGION 6

Jim Lemperes
Chesterbrook, PA
800/772-5435
610/647-6326 - FAX
PA, MD, DE,

WYV, NI, DC

REGION 7

Milton Ashford
Alpharetta, GA
S00/367-7998
678/297.9393 . FAX
TN, GA, FL, MS, AL

Dan Smith
Mgr., Planning &

Programs - Tobacco

Washington, DC
202/637-1502

202/638-2116 - FAX



¢ @ @
Changing Accommodation Environment

The environment has shifted to one where the business owner's
decision-making ability has become increasingly restrictied:

Pre-1990/Early '90s Mid '90s Late '90s
Initial Restrictions: Increasing Restrictions/Bans: Intensified Restrictions/Bans:
» Designated Areas  * Designated Areas » Total Bans
» Separate Rooms ¢ SeparateRooms/
» Total Ban SeparateVentilation

Ventilation Requirements
Designated Areas

6LLPZZZL0Z
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_Qur Belief

—

* Everyone's choice should be respected . . . .

-~ Non-smokers should be able to enjoy an environment where smoke and
odor do not bother them

-- At the same time, adults who choose to smoke should be abie to do so
in a pieasant and comfortable environment

--  Business owners should be able to choose the smoking policy that best
suits the needs of their business and preferences of their employees
and customers

*  Public policies shouid respect these choices and achieve balance

*  Smoking bans are not a reasonable solution and can result in negative
economic and social impact for businesses, employees and customers

» There are many options to provide comfort and balance: Ventilation
improvements. Separate areas. Separate rooms. No separation.

ociveeeioc
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Managing Accommodation Today

Despite intensified restrictions and bans on the accommeodation of both
non-smokers and smokers, the marketplace appears to be receptive to
an options-based approach.

» Business Owner & Consumer Attitudes

* Legislative/Regulatory Environment
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PM is in the cigaretie business, but we're also in the business of finding reasonable solutions to issues
associated with our product

My job is to find reasonable solutions to public place smoking issues and we believe there are Options to
find balance and comfort for both non-smokers and smokers

We haveworked with the hospitality industry for more than a decade through our accommodation program
to find options to create comfort for both non-smokers and smokers

When you think about i, it's clear that business owners have known all along -- without government telling

them -- that creating comfortable environments for non-smokers, smokers and employees is key to a
successful business

But, the ability of business owners to make those decisions is becoming increasingly restricted.

Qur mission is to support initiatives in the marketplace that help businesses, public policy makers and the
general public find effective ways 1o find balance and comfort for both non-smokers and smokers.

That means we want to help the marketpiace proactively manage public place smoking in a reasonabie
way to negate the need for government intervention.

But , we recognize that local and state legislative initiatives will continue to escalate

and we want to help find reasonable alternatives to complete smoking bans that will allow business
owners as much flexibility as possible.

in that context, it's becoming increasingly clear from the local and state legislative initiaties that we're

seeing around the country, that ventilation requirements or standards can be an alternative to bans and a
middle ground for the hospitality industry.

€21v22z10z



- = v R o revpins of STy 4 S L
ﬂlb% v e nr..,NWuI,n.\um £ Cocer \ ﬂ\u\u\\\\?\ «\ n\w\AA\ Q\m‘ M..TJ Edﬂ @ :

— SV OS5 gZea \\ﬁﬁf\ﬁu A )27 \\.g.\\

9.4 \Mv\\v\h P J\I.rH,NI\ 2 .\\m(wm\ .QRJJ\B\K\ \J\\J Sercs ol
n.lu\v.WJN.thm .U“é\\ cr.. O\Qu\.% ® .n.\.\a UWI\ v ey T \ﬁ\wm, .m._...u. f\\x.\

CFe7D) R Ty Ao T vV &)

G7) g g

. \J\A..@u)ﬁFﬁV\ \N“\w\ W\\ C s %\A\\-\fm 2 m.n‘pQ\ d\\ c o wd ﬁﬂwb \,
l\qwu\ - — }\Q\\\ 3 *\.%\u - = q..\%\ﬁ \Q\p .,\\.g_e\. J\.Q r..mwum\l L\N\\%ﬂ

4|||||.|||I|||||I\

w72 )0 WNWA\\ N \\.\ I w«:\\\.\ J\\\ vy ﬂl\dfu\*&\ et ngs S
_ . z e _
ﬂjq\ I\Nh\l\.«.\.\\\ \.ﬂ\\a\ Wﬂﬁ ﬁ&ﬁj’g \\H\V\ s.\h 7 \\....‘M«\ \_W.“.\AMJE % |




Discussion Overview L

\?pﬁ‘

. Evolvihg Accommodation Environment @
Philip Morris' Position %

e Business~Qwners Perspectives /

e Consumers Persp

Technical Options -
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. But, the ability of business owners se decisions is becoming increasingly restricted.
w (ﬁur mission is to support initiatives in t

e that help businesses, public policy makers and the
general public find effective ways to {i

d balance and ¢ for both non-smokers and smokers.

. But, we recognize th
and we want to hel

és will continue to escalate
plete smoking ban& that will allow business )
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Everyone's choice should be respected . . .. ‘ v AN ;fj 1R N
@Nﬁ o BT A o
--  Non-smokers should be able to enjoy an environment where smoke and 4;1‘”{’

odor do not bother them r;yj

&
At the same time, admchoose to smoke should be able to do so
in a pleasant and comfortable environment

Business owners should be able to choose the smoking policy that best ﬁ
suits the needs of ir business and prefgrences of their employees

‘/\1 . d’( ﬂ? "‘}ﬂ"w }
Public policies should respect these choices an ieve balance 5./‘4"" M& fl N
) & d,)
]
Smoking bans are not a reasonable solution and can result in negative f VW“

economic and social impact for businesses, employees and customers

There are many options to provide comfort and balance: Ventilation ‘},,
improvementis. Sparate areas. Separate rooms. No separation. )},v PP/
(/U

! “’//D\*ud' > 5
7 p /
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Managing Accommodation Today

T

+ Business Owner & Consumer Attitudes

» Legislative/Regulatory Environment
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According to a poll conducted for the Distinguished Restaurants of
North America by Roper Starch Worldmde;” the public overwhelmingly

Total
(N=1008)

We Should Find a Way fo

Accomimodate Both No

Smokers and Smoker
Hospitality Establishmients

I Sstrongly Agree
B Somewhat Agree

Total
{N=1008)

Impact Good
Ventilation can Have
on Smoking Issues

Not Very Much or Nane

I some
B ALt

Who Should be Primarily
Responsible for Setting
Smoking Policies in Most

Hospitality Establishments?

y W/ %;ﬁ‘“’“ \'

(N=1008)

i:ii Customers
B Business Gwners
I Government

*Funded with a grant from The Accommodation Program, courtesy of Philip Morris U.S.A.
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Philip Morris Research Findings*

Focus groups conducted among hospitality owners, managers and patrons to gauge
perceptions about ventilation and accommodation reveal:

¢ Separate sections may not be enough

Smoke is a fequent customer complaint, so keeping customers comfortable is
key

. Different levels of understanding about HVAC

« Do not recognize the business benefits of improved ventilation but are willing to
consider ventilation systems as a competitive advantage

* A complete ban would cost more than what it would cost io make changes to
accommodate

. Believe ventilation can help soive a lot of the issues related to smoke

« Based on Focus Group Research conducted by the Holm Group for Philip Morris USA

Lelveeelic



Ventilation Options

0,/
Business owners are interested in ventilation*... 4,4 1 p
» :
Separate sections may not be enough L‘ xf\}:—) Jklf r/ LL
L
« Smoke is a frequent customer complaint Lb } }}‘)}
A complete ban would cost more than what it would cost to
make changes to accommodate / ﬁ aﬁ?
SR’ R
 Are willing to consider ventilation systems as a competitive “?g“’r’y e 7
advantage A
AT

" ke
a’ﬁ ”»’Q/ i

*Source: Focus group findings, The Hoim Group for Philip Morris USA, 1998
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PM “Ogtions" Initiative

Ventilation improvements can help create comfort . . .

. Educate business owners on the benefits of ventilation as an accommodation
option

» Motivate business owners to proactively invest in ventilation to meet their own
business objectives and help create a comfortable environment for both
non-smokers and smokers

» Bridge the gap between the hospitality and HVAC industries to enhance the
technical options marketplace for business owners

e Demonstrate to public policy makers that the hospitality industry is proactively
managing the accommodation of non-smokers and smokers
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PM "Options" Initiatives

The Accommodation Program

» Nationwide Program

Restaurants, Hotel/Motels, Bowling Centers

o 40,000 Businesses

. Education

-- "How To" Materials
Technical Guidebooks
Technology Option Seminars
Case Studies

*  Communication
-- Quarterly Newsletter: Sign of the Times
-- |ssue Alerts/Late Breaking News

» Signage: Non-Smokers & Smokers Welcome

1A L AA AN A
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PM "Options" Initiatives

» almospherePLUS, a licensed beverage industry initiative
-- National Licensed Beverage Association

e  Hospitality and HVAC Industry Forums

Air Conditioning Contractors Association of America (ACCA)
-- National Conference, February 24 - 26

-- Massachusettes Restaurant Association (Peter Christie)

-- National Licensed Beverage Association (Deborah Leach)

-- Ohio Hotel & Lodging Association (Howard Nusbaum)

Hotel & HVAC Industry Roundtable: Loding Magazine (Fall '98)

Restaurant & HVAC Industry Roundtable: HPAC Magazine/NRA Show (May '99)
e«  Selective support and funding of state-of-the-art ventilation models

-- The Hitching Post, Richmond International Airport

-- The Aviators' Club, Denver International Airport
-- Coral Reef Yacht Club, Florida

N AR gAAAA A
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Ventilation & Indoor Air Quality

IAQ principles
Ventilation technologies
Common IAQ challenges
Case studies

Current standards, codes and ordinances

George Benda

Chairman & CEO
Chelsea Group, Ltd.

LSP222L02
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Ideas on Local Opportunities

Activities you may want to consider to enhance your members' options in exploring
ventilation:

 Consider partnerships with local chapters of:

-- Air-Conditioning Contractors Association (ACCA)
-- Association of Energy Engineers (AAE)

Create mutually-beneficial programs:
-- Discount Programs
-- Lists of HYAC Suppliers
-- Increased Allied Membership Base

» Develop speaker exchange programs

. Explore mutually-beneficial ventilation model development



Working together, we can find
balance and comfort for both
non-smokers and smokers
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Discussion Overview

»  Evolving Accommodation Environment
e  Philip Morris' Position

¢ Business Owners Perspectives

» Consumers Perspectives

»  Technical Options

*  Philip Morris' Commitment & Resources

»  Open Forum: Working Together
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