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Disclaimer to all recipients

These Executive Summary on tobacco consumption in the EU ("Executive Summary") have been prepared by KPMG LLP in
accordance with specific terms of reference (“terms of reference") agreed between Philip Morris International Management
S.A. ("PMI") and KPMG LLP.

KPMG LLP has agreed that the Executive Summary may be disclosed to you on the basis set out herein to enable you to
verify that a study has been commissioned by PMI. KPMG LLP wishes you to be aware that KPMG LLP's work for PMI was
performed to meet specific terms of reference agreed between PMI and KPMG LLP and that there were particular features
determined for the purposes of the engagement. The Executive Summary should not therefore be regarded as suitable to be
used or relied on by any other person or for any other purpose. Should you choose to rely on the Executive Summary you do
so at your own risk. KPMG LLP will accordingly accept no responsibility or liability in respect of the Executive Summary to you
or to any persons other than PMI.
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subsidiary of KPMG Europe LLP and a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative, a Swiss entity. All rights reserved.



The Project Star methodology quantifies the volume of counterfeit and

contraband cigarettes consumed in the EU
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The Project Star methodology was developed by KPMG and approved by OLAF. It has been deployed on a
consistent basis since 2006, enabling comparisons to be made between counterfeit and contraband
volumes from year to year
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KPMG's iterative methodology uses multiple sources and custom-built analytical

tools to validate results and corroborate findings with alternative estimates
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All results are extensively tested using both a wide range of interviews and analyses
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Total EU consumption was estimated at 685 billion cigarettes in 2009, of which

86 billion cigarettes were non-domestic

EU consumption by type, 2006-2009%
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Key: Non-domestic Source: (1) KPMG analysis based on empty pack surveys, legal domestic sales
Legal domestic consumption and non-domestic (legal) research
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Total consumption declined by 5.3% to 649 billion cigarettes in 2010, while non-

domestic consumption volumes increased by 2 billion cigarettes

EU consumption by type, 2006-2010%
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Key: Non-domestic Source: (1) KPMG analysis based on empty pack surveys, legal domestic sales
Legal domestic consumption and non-domestic (legal) research
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Counterfeit and contraband share of cigarette consumption increased to around

9.9% in 2010, an estimated increase of 3.1 billion cigarettes between 2009 and
2010

Comparison of non-domestic consumption levels and volumes by type, 2006-2010(
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Key: B Non-domestic (legal) Source: (1) KPMG analysis based on empty pack surveys, legal domestic sales
Counterfeit and contraband and non-domestic (legal) research
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