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The attached bound volume constitutes the expert report of Paul J. Much. This report and Mr. 
Much's opinions and testimony will be based on his academic training and experience and his 
ongoing review of publicly available corporate financial data and internal tobacco industty 
documents and discovery. A listing of the documents relied upon by Mr. Much is attached. 
Defendants have yet to fully answer discovery upon which portions of this report are based. 
Mr. Much may review additional documents and discovery produced or to be produced by 
defendants and may rely on other experts in this case. Mr. Much reserves the right to 
supplement and revise this report, in accordance with the court's orders of March 13, 1997, 
and May 16, 1997. Mr. Much also may offer testimony in response to related issues raised by 
defendants. A listing of the matters in which Mr. Much has testified, as well as Mr. Much's 
curriculum vitae, which includes a listing of his publications, are attached. 
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Senior Mana g Director 
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Tobacco. Profit Summary 



Defendant Companies Summary 
1954-96 

GLOBAL CONSOLIDATED OPERATIONS 
Revenues 

American Tobacco $235,401,000,000 
Brown & Williamson (BAT) <1> 474,369,000,000 
Liggett 30,650,000,000 
Lorillard 205,023,000,000 

, Philip Morris 681,433,000,000 
RJ Reynolds 301.892.()()Q.QQQ 

Total $1,928,782,000,000 

GLOBAL TOBACCO OPERATIONS 
~ 
' 
', American TolJacco 

Revenues 
$149,593,000,000 

272,474,000,000 
20,902,000,000 
40,372,000,000 

342,617 ,000,000 
169.207.QQQ.QQQ 

$995, 165,000,000 

· Brown & Williamson (BAT) <1> 

Liggett 
Lorillard 
Philip Morris 
RJ Reynolds 

Total 

Operatini: Profits 
$25,931,000,000 

43, 179,000,000 
2,519,000,000 

20,333,000,000 
103,119,000,000 
46.944.()()Q.()QQ 

$242,023,000,000 

Operatini: Profits 
$16,643,000,000 

25, 790,000,000 
4 ,870,000,000 
9,996,000,000 

76,338,000,000 
36.401.QQ().QQQ 

$167 ,037 ,000,000 

(1) Represents operations of Brown & Williamson's parent company BAT Industries, PLC. 
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Defendant Companies Summary 
1954-96 

DOMESTIC TOBACCO INDUSTRY 
Aggregate Revenues 
Aggregate Operating Profits 

DOMESTIC TOBACCO OPERATIONS 

American Tobacco 
Brourr Rr Wj1Jiamcon 

..... .a.I """'" "... .a.i" &.& 

Liggett 
Lorillard 
Philip Morris 
RJ Reynolds 

Total 

Revenues 
$50, 770,000,000 

58, 143,000,000 
20,902,000,000 
40,372,000,000 

165,398,000,000 
127.653.000.000 

$463,247 ,000,000 

$463,237 ,000,000 
114,904,000,000 

Operatin& Profits 
$10,200,000,000 

10,222,000,000 
1,870,000,000 
9,996,000,000 

52, 186,000,000 . 
30.430.000.000 

$114,906,000,000 
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Defendant Companies 'Summary 
1954-96 

MINNESOTA TOBACCO MARKET 
Aggregate Revenues 
Aggregate Operating Profit 

I , 

MINNESOTA TOBACCO OPERATIONS 

American Tobacco 
Brown & Williamson 
Liggett 
Lorillard 
Philip Morris 
RJ Reynolds 

Total 

Revenues 
ct k9'7 A A 1 ()()() 
.,PV - I,,-,- .1. ,vvv 

995, 784,000 
312,480,000 
618,756,000 

2,550,814,000 
2.255.647 .000 

$7 ,430,922,000 

I 

$7 ,430,922,000 
1, 851, 7 5 3 '000 

Operating Profits 
$146. 777 .000 ..,.. - . - , , 

173,950,000 
26,470,000 

147,228,000. 
801,055,000 
555.893.000 

$1,851,373,000 
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United States Tobacco Market 



-------------

United States Tobacco Market 

• Historically dominated by six manufacturers. 
- American Tobacco Company 

- Brown & Williamson 

- Liggett 

- Lorillard 

- Philip Morris 

- RJ Reynolds 

• Diversification began in the 1960's. 
- Initial diversification related to tobacco packaging and other packaging 

materials. 

- Subsequent diversification included expansion into international tobacco 
and other consumer products using profits from domestic tobacco. 



United States Tobacco Market 
Domestic Unit Volume 

(billions of cigarenes) 

Source: Maxwell Repons 



United States Tobacco Market 
Domestic Retail Dollar Volume 

($billions) 

Source: Maxwell Repon and Tobacco Burden Report 

I 

11 
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Confidential - Subject to Minnesota Protective Order and Addendum\ Category I 

i 

United States Tobacqo Market 
Market Share Data 

Source: Maxwell Repons I 
•Brown & Williamson 1995, 1996 data reflects the combination of Brown &Williamson and Afl¥:rican Tobacco which are both pan of BAT Industries PLC. 

I 12 
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United States Tobacco Market 

Tobacco has generated significant revenue and operating 
profits for decades. 

$180 1 
$190 ] 

$140 

$120 

$100 

$80 

$80 

$40 

S20 

so 

Aggregate Domestic Tobacco 
Revenues 1954-1996 O) 

($billions) 

$168.8 $181.9 

1964~ 1990-69 1970-79 1980-89 1990-98 

Aggregate Domestic Tobacco 
Operatin2 Profits 1954-1996 0) 

($billions) 

$48.6 

1954-69 1980~9 1970-79 1980-89 1990-98 

(1) Does not include results of Brown & Williamson from 1954-57 which was not disclosed by Brown & Williamson. 

' u 



United States TobacCo Market 

Tobacco has enjoyed increasing operating profit margins and redeployed 
those profits through diversification into other bu~inesses. 

Composite Domestic Operating Profit Margin<1)(2) 
I 
I 

40o/o 

35% 

30o/o 27.8% 
29.9% 

250/o 

20% 18.0% 

15% 12.00k 
13.7% 

100k 

5% 

Oo/o 

1954-59 1960-69 1970-79 1980-89 1990-96 

(1) Does not include results of Brown & Williamson from 1954-57 which was not disclosed by Brown & Williamson. 
(2) Composite Margin represents weighted average margin based upon dollar volume not unit volume. 
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Minnesota. Tobacco Analysis 

I.:' 



Minnesota Tobacco Analysis 
Applying a weighted average domestic Operating Profit Margin, yields aggregate 
Minnesota Operating Profit of $1.85 billion detailed by decade. 

Average Domestic Minnesota 

O~rating Prgfit Margin O> Onerating Profit 

-1954-59 11.2% $26, 731,000 
' 

-1960-69 13.4% 81,393,000 

-1970-79 17.9% 206,257 ,000 

-1980-89 27.8% 775,282,000 

-1990-96 l"'IO om 
.t.0.070 761.711.000 

Total Operating Profit 24.9% $1,851,373,000 

(1) Weighted average margin is based on unit volume not dollar volume and therefore is slightly different than the resulls on page 14. 



Cross-Check of Minnesota Analysis 
Based on Tobacco Burden Report 

Based on Tobacco Burden Re ort and Maxwell Report 
~ .. 

I 
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Pharmaceuticals & Consumer Products 
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~ 15% 
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'10% 
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Branded Food Products 

Operating Profit Margin 
Conpmjes Include 

11.So/o 

8.8% 9.5% 

1970-79 1980-89 1990-96 

1970-79 

i 
1980-119 

1990-96 

General Poods(MaweD Home, Pait Caeab) 
General Milli (Wbelliel, Betty aocm. Clieerios) 
KeUogg's (Prasted F1lb:I, Special K. PClp T.u) 
Krllft Foods ca-ae. Miracle Whip, Crysut ug111> 
NabUco Foods (Oreo, Life Saven, Planr«'s) 
Pepsico (Pritos, Lays) 

General Foods(Maxwell Home, Post Cereals) 
General Milts (Wheaties, Beuy Oocm, Cheerios) 
Kellogg's (frosted Flakes, Special K. PClp Tarts) 
Krllft Foods (CJeeae, Miracle Whip, Crysul Light) 
Nabisco Foods (Oreo, Life Savers, Planter's) 
Pepsico (Pritos, Lays) 

General Mills (Wheaties, Beuy Oocm, a-rios) 
Kellogg's (frosted F1aties, Special K. PClp Tarts) 
Nabisco Foods (Oreo, Life Saven, Plant«'s) 
Pepsico (Pritos, Lays) 
Philip Morris Foods (Kraft-General Foods) 

.20 
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Alcoholic Beverages 

1&f. 
; 

-~ 

10% 

°"'---

Operating Profit Margin 

10..2% 

1970-79 
I 
! 

11.1% 

1980-89 

Colll1'3Jlies Include 
1970-79 (I) 

14.5% 

1980-89 

1990-96 

1990-96 

( l) Seagrams Ltd was not included in the 1970-79 period due to lack of publicly disclosed information. 

American Brands (Jim Beam, DeKuyper} 
Anbeus«-Busc::h (Budweis«, Bud Ligt., Michdob) 
Brown &. Forerma (Jade Daniels, Scudienl Comfort, Korbel) 
Liggett cl M)"n (J&.8, Bombay, Grand Mamicr) 
Philip Morri! (Miller, Miller Lite) 

American Brand! (Jim Beam, DeKuyper) 
Anhemer-Bmch (Budweisec, Bud Light, Michelob) 
Brown &. Foreman (Jack Daniels, Soulheru Comfort, KOl'bel) 
Liggett&: Mycn (J&.B, Bombay, Grand Marnier) 
Philip Mmis (Miller) 
Seagrmm Ltd. (VO, OliVB! Regal, Crown Royal) 

American Brand!(Jim Beam, DeKuyper) 
AnhCU!cr-Bmch (Budweiser, Bud Light, Mic:belob) 
Brown &. Foreman (Jack D-..niels, SourJiern Comfort, KOl'bel) 
Philip Mmis (Miller) 
SeagraIN Ltd. (VO, OliVB! Regal, Crown Royal) 
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Confidcntiat - Subject to Minnesota Pro tee ti ve Order and Addendum \ Category I 

Branded Consumer Products 

, Operating Profit Mara=in 

ColllJllDies Include 

10.6% 
9.3% 

10.So/o 

1970-79 1980-89 1990-96 

" ' 

1970-79 

1980-89 

1990-96 

aorox 
Colg~Palmoliw 

Johmon & Jobmon (Band-Aid, Tylenol) 
Procs« & Gamble (Ivory, Tide, Pa!q>m) 

aorox 
Colg~Palmoliw 

Jobmon & Jobmon (Band-Aid, Tylenol) 
Procs« & Gamble (Ivory, 1ide, Puqlea) 

aorox 
Colg~Palmoliw 

Jdmsoa & Jobmon (Band-Aid, Tylenol) 
Prodec & Gamble (Ivory, Tide,~) 

.,., 



20% 

15% 

10% 

I 5% 

°"' 
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I 

Branded Non-Alcoholic Drinks 

Operating Profit Margin 

15.9% 16.1% 

1970-19 1980-89 

20.2o/o 

1990-96 

1970-79 

1980-89 

Coca-Cola (Sprite, Tab) 
Pep!ico (Pepsi) 

Coca-Cola (Sprite, Minute Maid, Diet Coke) 
Pepsico (Slice, Mountain Dew) 

1990-96 Coca-Cola (Sprite, Minute Maid, Diet Cote) 
Pepsico (Slice, Mountain Dew) 
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Pharmaceutic~ls 

Operating Profit Margin 

35% C.Orr.pinies lndude 
1970:.79 Bristol M)"l'S 

30'% 
28.7% FJj Lilly 

26.0% Jdmson & J00mon 

25% 22.6% Men:k 
Upjohn 

20% 

15% 1980-89 Bristol M)"l'S 
FJj Lilly 

10% 
Jobmon & Johnson 
Merck 

5% 
Upjohn 

0% 1990-96 Bristol Myers 
1970-79 1980-89 1990-96 Eli Lilly 

Johmon & Johmon 
Merck 
Upjohn 

I 

. 2~ 
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Tobacco and Pharmaceuticals <1) 

,, Summary Operating Profit Margin 
400/o 

"· 

;1 
35% 

30% 

25"o 

20% 

15"o 

10% 

5% 

0% 

(1) All operating results include global operations. 
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Observation$ 
I 

• Tobacco Operating Profit Margins exceed those of other 
consumer products. 

• Tobacco Operating Profit Margins are similar to those of 
pharmaceutical companies. 

:. 7 
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Defendant Company Summaries 
I 

.2X 



• 

• 

American Tobacco 
Started in 1864 as W. Duke and Sons, a small tobacco company started by 
Washington Duke, a North Carolina farmer. . 

' 
Do~n~stic tobacco is currently part of B.A.T. lnpustries PLC (since 1994, 
Amlencan Brands pre 1994) I 

. Diversified Global Tobacco and Consumer Product c~,mpany 
7 Pre-BAT 1994 - American Brands Business Mix Cl) j 

- Global Tobacco $7 .8 billion Revenue (65% ), $764.8 million Operating Profit (58%) 

- Distilled Spirits $1.3 billion Revenue (11 '*? ), $221.2 million Operating Profit ( 17%) 

- Home Improvement $1.3 billion Revenue (11 %), $176.5 million Operating Profit (14%) 

- Golf & LeisUJi'-e/Office Products $1.6 billion Revenue (13%), $147.8 million Operating Profit (11 %) 

7 Major brands include 
- Tobacco: 

- Distilled Spirits: 

- Home Improvement: 

Lucky Strike, Pall Mall, Carlton and Tareyton 

Jim Bean, Whyte & Mackay 

Moen, Master Lock and AristoKraft 

(1) American sold their Domestic Tobacco operations to B.A.T. in December 1994. International Tobacco is represented by 
Gallaher International, a leading tobacco company in the U.K. 

21) 



$20 

$15 

-~ $10 
Cl 
:.0 

$5 

so 
1954 1960 I 6 

American Tobacco 
Sales 

19156 - MlqUired Sumhine B~ Inc:. rix approximately $112 million and James B. Beam Distilling Cotql'Uly ror Sil I million.. 

1970 - acquftd The Andrew Jqcm Con.,.ny rix $109 million.. 

1979 • 8CqUired Tho Franklin Llfo 1-nncc company ror $64S million. 

1913 • 8ClljUind Pintmon'a, Inc:. for SIS8 million. 

1984 • Tho Pnaklin Llfc Imurance eo....,any purchued lhc Southland Lire 1nsurancc Company rix S3S2 million.. 

1987 • MlqUired National Dillillen, Oiemical Corpondion'• dUtilled 1piri11 busi11C111 and ACCO Wixld Corporation (ix $1.186 billion. 

1988 • .,Id Sumbinc BUocuila, Plnkaion'1, Andrew Jergcas, and substantially all or Pun.,. and Valvco and C- Oltlcry fix $648 million. 

1988 • purchaoed lhc common lloct of B-II Holdinp, Inc. fix $1.1 billion. 

1990 - Oallabcr Limilcd pun:bucd Whyte &. Mac.lcay rar $270 million and Mutcr Branda lndullrica acquired Tho Moen Group for $982 million. 

1994 - .,Id the American Tobocco Co111'8DY to B.A.T. lndlllllrica far SI billion. 

I 99S - .,Id Pnnklin llic lasurancc for $1.17 billion. 

I 
JO 
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American TobaCco 

• American Tobacco Global Financial Results by Period 
Aggregate Results 1954-94 

-?Total Revenues $149.6 billion 

-?Total Profits $16.6 billion 

-7 Avg. Operating Margin 11.1% 

O~ratin& Prgtit Operatin& Pr2tit Mar&jn5 
($ bDlioos) 

$6.8 $5.7 
12.5% 1 12.3% 

~ 
~: 

;.\ 
J; 

$$ 12.0% 

$4 11.5% 

' $3 11.0% ! 
i 

" $2 10.S'Yo 

$1 10.0% 

so 9.5% 

1~9 196CMl9 1970-79 198().89 199()..94 1954-59 . 1960-69 1970-79 198()..89 1990-94 

, JI 
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American Tobacco 
• American Tobacco Domestic Tobacco Results by Period 

Aggregate Results 19 54-94C1) 

.... 

~Total Tobacco Revenues 

~Total Tobacco Profits 

~Avg. Operating Margin 

$50.8 billion 

$10.2 billion 

20.1% 

Rev~nu~ 
Operating Profit 

($ billions) 
($ billions) 

MO 
.. .. 

1111 

IU 

ao 
SI.I 

Sl.0 

IQ.I 

'°" 111SMl8 19!0-79 1!1111-111 1lll0-9' 1164. !II 19!1>-111 1!ml- 79 1111>· Ill 1!1D-9' 

·-
1-
~ 

j ·-1_ 

Operating Profit Margin 

'IZ4·59 111SMill 1910· 79 1911>-lll 19B0-94 

(1) In 1994 American Tobacco sold its domestic ~obacco business to B.A.T. Industries. 
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1954-59 

American Tobacco 

Global Tobacco Contribution vs. Other ;Global Operations 
I . 

j 

1 
Revenue by Decade 

1954-94 
$10 

$9 

$8 

$7 

$6 

$5 

$4 

$3 

$2 

$1 

$0 

l 
I 

Operating Profits by Decade 
I 

! 1954-94 

1960-69 1970-79 1980-89 1990-94 1954-59 1960-69 1970-79 198o-89 1990-94 

I• Tobacco •Non-Tobacco I I• Tobacco • Non-Tobacco I 

JJ 
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I 

American Toba<tco 
American Tobacco's Global Tobacco historical profitability has not proven to 
be substantially greater than other branded consum~r products over time 

I 

periods analyzed. 
Operatine Profit Maf&in 

1970-79 1980-89 1991»8 

0 ~ ~ ] !1 u u 
~ tlO c ::I 

.g 6 8 
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r- i'> u Q:: 
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u u .g s ·5 :::l ~ 0 u ::I 
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0 z 
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Brown & Willian).son 

• Started in 1894 by George Brown and Robert Williamson 
I 

• Currently part of B .A. T. Industries PLC 
; 

- Diversified Global Tobacco and Financial Services Company 

-?Current Business Mix 
- Commercial (1) $17 .9 billion Revenue (72%) 

- Financial Services $6.7 billion Revenue (28%) 

$1.6 Operating Profit (61 %) 

$1.0 Operating Profit (39%) 

7 Major brands include 

- Tobacco: Kool, Viceroy, Barclay and Raleigh 

- Financial Services: Farmers Insurance Group, Canada Trust & Eagle Star 

(l) Predominantly tobacco operations 

. . 
. J~ 



Brown & Williamson 

• BAT Industries PLC Global Financial Results by Period 
- Aggregate Results 1958-96 

7Total Revenues 

7Total Profits· 

7 Avg. Opera~.ng Margin 
l 

Operatine Profit,~O 
($ billions) 

: 
i i'ii.i 
I 

$474.4 billion 

$43.2 billion 

9.1% 

Operatlne Profit Mamos p> 

=~ 
11% 

14% 

12% 

10'll. 

8'lf. 

ft. 

C'll. 

2'11. NA 
°"' 1~ 

I 

l ,, 

(1) BAT Global dala cmudcs rcvcouc dala prior to 1966 due to UK GAAP disclosure requirements. Thc:rcfore. Operating Profit Margin is not available for 1954-59. 



----------
~ - Subject to Minnesota Protective Order and Addendum\ Category I 

Brown & Williamson 

• BAT Industries PLC Worldwide Tobacco Results by Period 

125 , 

$11 

• 

- Aggregate Results 1958-96 

NA 

-?Total Tobacco Revenues 

-?Total Tobacco Profits 

7 Avg. Operating Margin 

OperatinK Profit O> 
($ billions) 

$272.5 billion 

$25.8 billion 

9.5% 

OperadnK Profit MamJn5 <1> 

10% 

NA 
~----

,.... ,..,.. 1~ 19eo.a 188CMI 1958-69 1llCMI 1170-1'1 1880-8I , .... 

j 

-

(1) BAT Global dala excludes revenue dala prior to l~ due to UK GAAP disclosure requircmcots. Therefore. Opc:ra1ing Profit Margin is not 'available for 1954-59. 



Brown & Williamson 

• Brown & Williamson Domestic Tobacco Results by Period 
- Aggregate Resu~ttS 1958-96 

7Total Tobacco Revenues $58.1 billion 

7Total Tobacco Profits $10.2 billion 

7 Avg. Operap.ng Margin 17.6% 

Revenue 
($ billions) 

• 
• 
• 
• 

Ill 

•+---

Operatin& Profit 
($ billions) 

Operatin1: Profit Marmo 

--

' .... ·. ~,~ 

,, ,, 
~· 
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Brown & Williamson 
BAT Global Tobacco Contribution vs. Other Global Operations 

$350 

$300 

$250 

$200 

$150 

$100 

$50 

so 
1960-69 

Revenue by Decade 
1958-94 

1970-79 1980-89 

I •Tobacco •Non-Tobacco I ; 
' 

199()-96 

Due to lack of disclosure. results from 1954-59 have been excluded. 

$30 

$25 

$20 

$15 

$10 

$5 

so 
1960-69 

Operating Profits by Decade 
1958-94 

1970-79 

I •Tobacco • Non-TobaGco I 



Brown & Williamson 
Brown & Williamson's Global Tobacco historical· profitability has 
proven to be greater than most other branded consumer products. 

25% 



€onfitiemial.- Subj~t to Minnesota Protective Order and Addendum\ Category I 

Liggett 
• Started in 1870 as Liggett & Myers Tobacco. 

• Currently part of Brooke Group, Ltd. 
- Brooke Group Ltd. primarily operates in the U.S. tobacco industry. 

- Other operations include a tobacco firm and real estate development firm 
in Russia 

?Current Business (1) 

- Tobacco 
Revenue 

Operating Profit 
' 

- Real Estate . 

$448 million 

$5 million 

Revenue $2. 7 million 

Operating Profit $0. l million 

- Major ~rands include: L&M, Chesterfield and Lark 
I 

(1) Rnancial results are bucd soley on publicly available financial swcments. 

-. ··- . 
- - . - - ---~------------------------....... ----
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Liggett 

• Liggett Global Financial Results by Period 
Aggregate Results 1954-96 (1) 

7Total Tobacco Revenues $30. 7 billion 

7Total Tobacco Profits $2.5 billion 

7Avg. Operating Margin 8.2% 

Operatln& Profit Operatin& Profit Mandns 
($ blWom) 

12..0 13%1 

11~ 

11.1 .,,. 
11.0 nr. 

"'" la.I 

""' 
"" SD.O 

(SO) 
_,,.. 

(St) 1954-59 1~9 1910-19 1980-89 1990-96 .a 19S4-59 1960-69 
·1.A 

1970-79 1980-89 1990-96 

(1) Rnancial n:sults me hued soley on publicly available financial stalcmcnts. 



CeBfidential - Subj ' t to Minnesota Protective Order and Addendum. \ Category I 

Liggett 

• Liggett Domestic Tobacco Results by Period 
- Aggregate Results 1954-96 (1) 

7Total Tobacco Revenues $20.9 billion 

7Total Tobacco Profits $1. 9 billion 

7 Avg. Operating Margin 8. 9% 

Reyenue 
($ billions) 

OJKDltiD& fr2fit o~mliD& Profit Marmo 
($ billions) 

-· - -1 .. 
• ... -IU 

• .. 1\A -.. .. .. 
aJ -• IU 

•1 
• .. -... 1lllD88 1ll1G3 11111)88 1lllllMB ... .... 18>-11 ,.,... ..... 

(1) fiDaDcial results arc based solcy on publicly availalllc financial statements. 
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Liggett 

Global Tobacco Contribution vs. Other Global Operations 
I 
I 

Revenue by Dec~de 
1954-96 
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Liggett 
Liggett~ s historical profitability has proven to lower than other branded 
consumer products over all time periods analyzed. 

! 

Operatin~ Profit MaIJdn 

' ·----·-- . - - . ____ __..._ _____ ·-



Lorillard 

• Started in 1760 by Pierre Lorillard in New York City. Merged with Loews 
Corp. in 1968. 

• In 1977 Lorillard sold all of its major tobacco trademarks outside of the U.S. 

• Currently part of Loews Corporation 
- Diversified Tobacco, Consumer Products and Entertainment Company 

7 Current Business Mix 

- Tobacco · 

- Insurance 
) 

- Offshore prilling 

- Consumer 'Products 

7 Major brands in~lude 

Revenue Operatina= Profit 

$2.2 billion (11 %) $0.7 billion (26%) 

$i7.3 biilion (84%) $L8 billion (65~) 

$ 0.7 billion (3%) $0.2 billion (8%) 

$ 0.3 billion (2%) $0.0 billion (1%) 

- Tobacco: Newport, Kent and True 

- Insurance:. CNA Financial Corporation 
r. 
t 
' 
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Lorillard 

• Loews Global Financial Results by Period 
Aggregate Results 

111 

iti 

SM 

m 
S10 

SI 

SI 

$4 

S2 aa 
so 

1154-a 

-?Total Revenues 
i 

-?Total Profits~ 
i 

7 Avg. Operating Margin 

Operat101 Profit 
($ blWom) 

... 

1MO-a 1'10-19 ,...... 1980'4I 

$205.0 billion 

$20.3 billion 

9.9% 

Operat101 Proftt Mamtos 

14%] 

12'f. 

,~ 

"" 
"" 
8 

a 

°"" 1H4-68 ,..... 1170-71 ,..... , ..... 
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Lorillard 
• Lorillard Domestic Tobacco Results by Period 

- Aggregate Results (1) 

-?Total Tobacco Revenues 

-?Total Tobacco Profits 

-7 Avg. Operating Margin 

$40.4 billion 

$10.0 billion 

24.8% 

Revenue 
($ billions) 

Operattm: Profit 
($billions) 

Operat101 Profit Maqin 

·1 - ·-• 
• 
• 
• 
• ... .,.. 
"' I 

(1) In 1997, Lorillard sold its major t.obacco trademarks outside of the U.S. 
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Global Tobacco Contribution vs. Other Global Operations 

Revenue by Decade 
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Lorillard 

Lorillard's historical tobacco profitability has proven to be substantially 
I 

greater than comparable branded consumer products over most time periods 
analyzed. 
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Philip Morris 
• Philip Morris opened his London tobacco store in 1847 and by 1854 was making 

his own cigarettes. American investors purchased the right to leading Philip 
Morris brands in 1919. 

• Currently part of Philip Morris, Inc. a Diversified Global Tobacco, Food and 
Beverage Company 

-?Current Business Mix 
Tobacco 

- Food 

Beer 

- Financial Servicb 

7 Major brands include 

Revenue 

$36.5 billion (53%) 

$28.0 billion (40%) 

$4.3 billion (6%) 

$0.4 billion (1 % ) 

- Tobacco: Marlboro, Merit and Virginia Slims 

Operatin& Profit 

$ 8.3 billion (65%) 

$ 3.4 billion (31 %) 

$ 0.4 billion (3%) 

$0.2 billion ( 1 % ) 

- Food: 

- Beer: 

Kraft, Velveeta, Oscar Mayer, Maxwell House, etc. 

Miller, Molson, Fosters, Asahi 

-?Diversification started in 1960 with the purchase of American Safety Razor 
I 

Products Corporation. 



1970- acquired appmimaldy S3~ c:I. Mill« Brewing Company. 

Philip Morris 
Sales 

1978 - acquired all of the outslallding common 8loclc c:I. The Seven-Up C.01ql8Ily for SS20 million. 

198!5 - acquired Genenl Foods for SS.6 bi1lioD. 

1986 - .sold snh,rmtiel!y all c:I. the~ previously coodudcd by The Seven-Up Colq:Jany to various pirdlueu. 

1988 - Kraft, lDc. became a wholly-owmd IUbridiary c:I. Philp Morris foe a purchase prioe d $12.9 billion. 

1993 - Acquired Freia Marabou A.S. al• COBl c:I. $1.3 billion; R1R Nabisoo"s North Americ:u cold caeaJ opemlioa al a COBt c:I. $448 millioD; 

-S Tc:ny'1 Group foe $29S million; ln ~ pircbased a 20'I> iD1a'cst in Moboa aud lOO'I> d M~ Brew«iea USA for $320 mi1lioll. 
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bfflBHe~~ Subject to Minnesota Protective Order and Addendum \ Category I 

Philip Morris 
• Philip Morris Global Financial Results by Period 

Aggregate Results 1954-96 

-?Total Revenues $681.4 billion 

-?Total Operating Profits $103 .1 billion 

-7 Avg. Operating Margin 15.1 % 

Og~rating Pr2fit ou~mting PrDfit MalJMs 
($ billions) 

$80 1 16% 1 15-'"" 15A~ 

S70 see.c 
14% 

seo 12% 

$50 10% 

$40 8% 

S30 8% 

$20 4% 

$10 2% 
S02 S0.8 

so °"" 1 ..... 1 ...... 1lll0-1'1 '1 ...... 1llCMI 11154-61 1114MI 1111>-79 111C>-e9 , ..... 



Philip Morris 
• Philip Morris Global Tobacco Results by Period 

Aggregate Results 1954-96 

-?Total Tobacco Revenues $342.6 billion 

-?Total Tobacco Profits $ 76.3 billion 

7 Avg. Operating Margin 22.3% 
' ' 

O,llerating Pr2fi1. O,ll~mting f[Qfil Maqdn·s 
($ billions) 

$60 J 25% 1 23.8% 

WHI 

20% 
$40 

$30 
15% 

D> 10% 

$10 6'% 

9l.2 I0.8 
so °"" 1 .... 1lll048 1~ 1 .... 118CM111 115461 111CMI 1wo-n 1llO.et , ..... 
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rhilip Morris 
• Philip Morris Domestic Tobacco Results by Period 

Aggregate Results 1954-96 

-----Sii 

Ill 

Ill 

Ill 

---· 

I 
-?Total Tobacco Revenues $165.4 billion 

-?Total Tobacco Profits 

7 Avg. Operating Margin 

RtitDUt 
($ billions) 

Sii .. 
Ill .. 
"' 
• 

1112 

Ill .... 1ll0-711 111D-• .,.. ...... 

$52.2 billion 

31.6% 

O;ntratin& Pr2fit 
($ billions) 

-.a 

IQ.I 

..,_ . 1111'1>-711 ..,.. .,. . 

-
Operatin& Profit Mar&in 

-

I ~i 
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Philip Morris 

Global Tobacco Contribution vs. Other Global Operations 
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Philip Morris 
Philip Morris' historidal Global Tobacco profitability has proven to be 
substantially greater than other branded consumer products over all time 
periods analyzed. 

Operating Profit MaIJdn 
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RJ Reynolds 
RJ Reynolds formed the RJ Reynolds Tobacco Company in 1875 in 
Winston, North Carolina to produce chewing tobacco. 

Currently part of RiJR Nabisco Holdings Corp. a Diversified Global 
Tobacco and Food Company 

-?Current Business Mix 

Revenue 
; 

- Tobacco $8.2 billion ( 48%) 
'C',.,.,.,.A 

- J."UUU 
ctg () J... ·11· 
'"" .7 uh ion 

7 Major brands include 

(52%) 

- Tobacco: Winston, Salem, Camel, Doral 

- Food: Nabisco, Planters, Life Savers 

Operatin1: Profit 

$ 1.8 billion (79%) 
(') 1 ot, "\ 
\"""'.&. 7v1 

- Diversification started in the 1960s with investments in transportation, energy 
and food industries. 
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~w.RiaeHlttfti:- Subject to Minnesota Protective Order and Addendum \ Category I 

S20 

SIS 

J SlO :s 

SS 

so 
19S4 1960 

R.J. Reynolds 
Sales 

l 96S - purdiucd Penick &: Fan!, Ltd., 1nc. for $97 million . 

1969 - merged wilh McLean lndullrica, 1nc. 

1974 - acquired the ltoc:k of Mlcdonald Tobacco, Inc. for $75 million. 

1979 - morgcd wi1h Del Monie Carporatioa for a total C::c.t of $618 million. 

11982 -merged Heublein, Inc. Udo ~.ynolda Tobacco for a total cost of Sl.36 billion. 

1985 - purdiucd S0.2'1. of the oulshDdills llmea of Nabilco Branda. Inc. common lloc:k. 

1986 - 801d ii. quict..mce ' bu8-. KelllUclty Fried Oiic:ken Corp. for Sl.2 billion. 

1987 - 801d i.la 1pirila and wines buai,-_ cooduc:ted principally through Heublein, Inc., for Sl.2 billion. 

1989 -eold fue European food ~of Nabilco lmcrnatioml for approximately S2.5 billion. 

1989 - .,Id the &ab mm bus&.. of Del MOiiie for approximately S87S million. 

1990 - llOld the proc:alCd fooda ~ ol Del Monie for approDmolely Sl.475 billion. 

' 61 



RJ Reynolds 

• RJR Nabisco Global Financial Results by Period 

ml 
ao 
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SS 

so 
11154-61 

Aggregate Result$ 1954-96 

7Total RevenJes 

7Total Profits 

7 Avg. Operating Margin 

Operating Profit 
($ billions) 

$18.8 

$301.9 billion 

$46. 9 billion 

15.5% 
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RJ Reynolds 

• RJ Reynolds Global Tobacco Results by Period 
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Aggregate Results 1954-96 

7Total Tobacco Revenues 

7Total Tobacco Profits 

7 Avg. Operating Margin 

Operatin& Profit 
($ billions) 

'$14.2 

$169.2 billion 

$36.4 billion 

21.5% 

Operatin& Profit Mawns 
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IRJ Reynolds 

• RJ Reynolds Domestic Tobacco Results by Period 

.. .., .. 
1111 

Ill 

1111 

• 
ID 

- Aggregate Results 1954-96 

-?Total Tobacco Revenues $127.7 billion 

-?Total Tobacco Profits 

-7 Avg. Operating Margin 

Revenue 
($ billions) 

$30.4 billion 

23.8% 

Operatine Profit 
($ billions) 

1111·• -·· SO·'l9 -·· --·'..- .... .... SQ.'19 --· --· 

Operatine Profit Maf&in 
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Global Tobacco Contribution vs. Other Global Operations 
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Revenue by Decade 
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;RJ Reynolds 
RJ Reynolds' Global Tobacco Segment's historical profitability has proven 

; 

to be substantially greater than other branded consumer products qver all 
time periods analyzed~ 

Operatina: Profit Margin 
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