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I. INTRODUCTION







advertising and promotion in 2015, an increase from the $8.031 billion spent in 2014."

The companies reported spending $22.5 million on magazine advertising in 2015, a decrease
from the $50.0 million they spent in 2014. The Commission is not reporting the amount spent on
newspaper advertising in 2015 because only one company reported spending in that category.
Spending on “outdoor” advertising decreased from $2.2 million in 2014 to $2.0 million in 2015.2
The companies reported spending $41.8 million for direct mail advertising in 2015, down from
$46.2 million in 2014.° Spending on point-of-sale materials (ads posted at the retail location but
excluding outdoor ads on retailer property), which was $45.8 million in 2014, decreased to $34.9
million in 2015."

In 2015, the companies reported spending $5.447 billion on price discounts (payments made

in order to reduce the price of cigarettes to consumers) to retailers and $1.502 billion on price

" Definitions of the advertising and promotional expenditure categories appear in the Appendix
to this report. If only one company reported spending money on a particular type of advertising
or promotion, that category appears as “N/A” and the expenditures are included in the “Other”
category, to avoid potential disclosure of individual company data. For this reason, the
Commission is not separately reporting the amounts spent in 2015 on newspaper advertising,
Internet advertising other than on the company’s own websites, sampling, or promotional
allowances paid other than to retailers or wholesalers.

® Since 2002, “outdoor” advertising has been defined to mean billboards; signs and placards in
arenas, stadiums, and shopping malls (whether they are open air or enclosed); and any other
advertisements placed outdoors, regardless of their size, including those on cigarette retailer
property. Before 2002, “outdoor” advertising was not precisely defined and it was not clear that
signs in arenas, stadiums, shopping malls, or on retailer property were to be reported in this
category.

® The companies are asked to report the cost of coupons sent by direct mail in the coupons
category.

19 The Commission’s orders for 2014 and 2015 did not collect data on transit advertising
(advertising on or in vehicles, bus stops, taxi stands, or transportation facilities) because the
recipients of the orders had not reported expenditures on transit advertising since 2000.



discounts to wholesalers.™* In 2014, expenditures in those categories were $5.564 billion and
$1.201 billion, respectively. Retail and wholesale price discounts were the two largest expenditure
categories in 2015, representing a combined 84.3 percent of total expenditures (66.1 percent and
18.2 percent, respectively).

Spending on promotional allowances (intended to facilitate the sale or placement of
cigarettes) paid to cigarette retailers (e.g., payments for stocking, shelving, displaying, and
merchandising brands, volume rebates, and incentive payments) decreased from $260.3 million in
2014 to $216.4 million in 2015. Spending on promotional allowances paid to cigarette wholesalers
(e.g., payments for volume rebates, incentive payments, value-added services, and promotional
executions) declined from $363.3 million in 2014 to $356.7 million in 2015. The Commission is
not reporting the amount spent on promotional allowances paid to persons other than retailers or

wholesalers in 2015 because only one company reported spending in that category.

When price discounts and promotional allowances paid to cigarette retailers and wholesalers
are combined, they total $7.523 billion, and account for 91.3 percent of all 2015 spending.
The Commission is not reporting the amount spent in 2015 giving cigarette samples to the

public (“sampling”) because, as in 2014, only one company reported spending in that category.*?









other online services or communities, including but not limited to social networking sites,

microblogging sites, content-sharing sites, and blogs,” just as they have each year since the



companies reported spending $2.3 million in 2015.* Over the previous nine years, they had
reported expenditures of $57.7 million (2006), $20.7 million (2007), $11.5 million (2008), $8.1
million (2009), and $4.4 million (2010), $2.9 million (2011), $2.2 million (2012), $1.9 million
(2013), and $1.7 million (2014). These figures do not include contributions to third parties that
engage in such programs.

The cigarette manufacturers reported that neither they nor anyone working for them or on
their behalf paid money or any other form of compensation in connection with the production or
filming of any motion picture or television show in 2015, or paid money or any other form of
compensation to anyone engaged in product placement in motion pictures or television shows. The
companies also reported that neither they nor anyone working for them or on their behalf sought,
solicited, granted approval, or otherwise gave permission for the appearance of any cigarette
product or cigarette brand imagery in any motion picture or television show. Most of the companies
reported that neither they nor anyone working for them or on their behalf: (1) sought, solicited,
granted approval, or otherwise gave permission for the appearance of any cigarette product or
cigarette brand imagery in any video appearing on the Internet, or (2) engaged in social media
marketing that promoted any cigarette brand or variety or used cigarette brand imagery. One
company reported having video advertising on company-operated websites and allowing the posting

of

¥ These expenditures are not included in the $8.240 billion reported in Table 2F (cigarette
expenditures by category for 2015).



V. TARYIELDS, FILTERS, LENGTH, AND FLAVOR

Tables 4A and 4B give the domestic market share of cigarettes with tar yields of 15 mg or
less for the years 1967 through 2015. The data for the years since 1982 are further broken down
into sub-categories according to tar yields, e.g., 3 mg or less, 6 mg or less, etc. (categories are
presented cumulatively).

The tar yield data reported to the Commission appear to show decreases from 2014 to 2015
in the market share of cigarettes with tar yields of 3 mg or less, 6 mg or less, and 9 mg or less, and
15 mg or less. They also appear to show increases in the market share of cigarettes with tar yields
of 12 mg or less. The Commission notes, however, that its compulsory process orders requesting
data for 2011 through 2015 have required the companies only to report tar, nicotine, and carbon

monoxide yield data that they have available; they
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TABLE 1A

TOTAL DOMESTIC CIGARETTE UNIT SALES (1963-2000)
(IN BILLIONS OF INDIVIDUAL CIGARETTES)

TOTAL SALES REPORTED BY
CIGARETTE
YEAR MAN



TABLE 1B

TOTAL DOMESTIC CIGARETTE UNITS SOLD AND GIVEN AWAY (2001-2010)
(IN BILLIONS OF INDIVIDUAL CIGARETTES)



TABLE 1C

TOTAL DOMESTIC CIGARETTE UNITS SOLD (2011-2015)
(IN BILLIONS OF INDIVIDUAL CIGARETTES)

YEAR UNITS SOLD*












TABLE 2D

DOMESTIC CIGARETTE ADVERTISING AND PROMOTIONAL EXPENDITURES FOR YEARS 2002-2005
(DOLLARS IN THOUSANDS)*

2002 2003 2004 2005

Newspapers $25,538 $8,251 $4,913 $1,589
0.2% 0.1% 0.0% 0.0%

Magazines $106,853 $156,394 $95,700 $44,777
0.9% 1.0% 0.7% 0.3%

Outdoor $24,192 $32,599 $17,135 $9,821
0.2% 0.2% 0.1% 0.0%

Transit $0 $0 $0 $0
0.0% 0.0% 0.0% 0.0%

Point-of-Sale $260,902 $165,573 $163,621 $182,192
2.1% 1.1% 1.2% 1.4%

Price Discounts $7,873,835 $10,808,239 $10,932,198 $9,776,069
63.2% 71.4% 77.3% 74.6%

Promotional Allowances — Retailers $1,333,097 $1,229,327 $542,212 $435,830
10.7% 8.1% 3.8% 3.3%

Promotional Allowances — Wholesalers $446,327 $683,067 $387,757 $410,364
3.6% 4.5% 2.7% 3.1%

Promotional Allowances — Other $2,767 $2,786 $1,323 $1,493
0.0% 0.0% 0.0% 0.0%

Sampling Distribution $28,777 $17,853 $11,649 $17,211
0.2% 0.1% 0.0% 0.1%




TABLE 2E

(DOLLARS IN THOUSANDS)*

CIGARETTE ADVERTISING AND PROMOTIONAL EXPENDITURES FOR 2006-2010

2006

2007

2008

2009

2010

Newspapers

Magazines

N/A

*%x

N/A

**x

$169
0.0%

N/A

**

N/A

*%x




TABLE 2F






TABLE 4A
DOMESTIC MARKET SHARE OF CIGARETTES BY TAR YIELD

(1967-1990)

Market share of cigarettes having tar yields of:
Year

15mg. orless | 12mg.orless [ 9mg.orless | 6 mg.orless | 3 mg.or less

| | IIII




TABLE 4B
DOMESTIC MARKET SHARE OF CIGARETTES BY TAR YIELD

(1991-2015)

Year



TABLE 5A

DOMESTIC MARKET SHARE OF FILTER AND NON-FILTER CIGARETTES
(1963-1986)

YEAR NON-FILTER FILTER CHARCOAL NON-CHARCOAL
1963 42% 58% * *
1964 39% 61% * *
1965 36% 64% * *
1966 32% 68% * *
1967 28% 72% * *
1968 26% 74% 6% 68%
1969 23% 7% 6% 71%
1970 20% 80% 6% 74%
1971 18% 82% 6% 76%
1972 16% 84% 6% 7%
1973 15% 85% 5% 80%
1974 14% 86% 5% 81%
1975 13% 87% 5% 82%
1976 12% 88% 4% 84%
1977 10% 90% 4% 86%
1978 10% 90% 3% 87%
1979 9% 91% 3% 88%
1980 8% 92% 3% 89%
1981 8% 92% 2% 90%
1982 7% 93% 2% 91%
1983 7% 93% 2% 91%
1984 7% 93% 2% 91%
1985 6% 94% 1% 93%
1986 6% 94% 1% 93%

*  Figures for charcoal filter cigarettes for the years 1963 through 1967 were not obtained.









TABLE 6B
DOMESTIC MARKET SHARE OF CIGARETTES BY LENGTH IN MILLIMETERS
(2011-2015)

YEAR 68-31(YE)-2.4(AR)13S



TABLE 7A

DOMESTIC MARKET SHARE OF MENTHOL AND NON-MENTHOL CIGARETTES
(1963-2000)

YEAR MENTHOL NON-MENTHOL
1963 16% 84%
1964 16% 84%
1965 18% 82%
1966 19% 81%
1967 20% 80%
1968 21% 79%
1969 22% 78%
1970 23% 77%
1971 24% 76%
1972 24% 76%
1973 25% 75%
1974 27% 73%
1975 27% 73%
1976 28% 72%
1977 28% 72%
1978 28% 72%
1979 29% 71%
1980 28% 72%
1981 28% 72%
1982 29% 71%
1983 28% 72%
1984 28% 72%
1985 28% 72%
1986 28% 72%
1987 28% 72%
1988 28% 72%
1989 27% 73%
1990 26% 74%
1991 27% 73%
1992 26% 74%
1993 26% 74%
1994 25% 75%
1995 25% 75%
1996 25% 75%
1997 25% 75%
1998 26% 74%
1999 26% 74%

2000 26% 74%



TABLE 7B

DOMES 0.0[(B)-8()]TJ EMC 8LIC 0[(B)-8ARK( )] TAL EMC 8LHAR






TABLE 8B
DISCLOSURE OF TAR RATINGS ON CIGARETTE PACKS (2002-2011)*

2002 2003 2004 2005 2006 2007 2008 2009




APPENDIX



Promotional Allowances — Wholesalers: Promotional allowances paid to cigarette wholesalers in
order to facilitate the sale or placement of any cigarette, including payments for volume rebates,
incentive payments, value added services, promotional execution and satisfaction of reporting
requirements; but excluding expenditures in connection with newspapers, magazines, outdoor,
audio-visual, direct mail, point-of
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