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mportantnotice

This report (the ‘Report’) has been prepared by KPMG LLP. The Report was commissioned by PMPSA
(Philip Morris Products SA), described in this Important Notice and in this Report as the ‘beneficiary’, on
the basis set out in a private contract agreed between the beneficiaryand KPMG LLP dated 11th
February 2021.

Information sources, the scope of our work, and scope and source limitations are set outin the
footnotes and methodology contained within this Report. The scope of our work, information sources
used, and any scope and source limitations were fixed by agreement with the beneficiary. We have
satisfied ourselves, where possible, that the information presented in this Report is consistent with the
information sources used, but we have not sought to establish the reliability of the information sources
by reference to other evidence. We relied uponand assumed without independent verification, the
accuracy and completeness of information available from public and third party sources.

This Report has not been designed to benefit any specific organisation other than the beneficiary. In
preparing this Report we have not taken into account the interests, needs, or circumstances of any
specific organisation, other than the beneficiary. This Reportis not suitable to be relied on by any party
(other than the beneficiary) wishing to acquire rights or assert any claims against KPMG LLP forany
purpose or in any context. As such, any person or entity (other than the beneficiary) who reads this
Report and chooses to rely on it (or any part of it) will do so at their own risk. To the fullest extent
permitted by law, KPMG LLP does not assume any responsibility and will not accept any liability in
respect of this Report other than to the beneficiary.

In particular, and without limiting the general statement above, although we have prepared this Report
in agreement with the beneficiary, this Report has not been prepared for the benefit of any other
manufacturer of tobacco products nor for any other person or entity who might have an interestin the
matters discussedin this Report, including for example those who work in or monitor the tobacco or
public health sectors or those who provide goods or services to those who operate in those sectors.
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Daily average consumption by the population of the legal smoking age

British American Tobacco plc

Billion

Counterfeit and Contraband, including lllicit Whites
Compound Annual Growth Rate

Any factory-made product that contains tobacco and is intended to be burned
under ordinary conditions of use

A short, narrow cigar, which, like cigarettes, is often machine-made and sold in
packs

Actual total consumption of cigarettes in a market, including Legal Domestic
Consumption (LDC) and illicit products as well as those legally purchased
overseas

Genuine products that have been either bought in a low-tax country and which
exceed legal border limits or acquired without taxes for export purposes to be
illegally re-sold (for financial profit) in a higher priced market

Cigarettes that are illegally manufactured and sold by a party other than the
original trademark owner. In this report, counterfeit volumes are reported from the
manufacturers (BAT, ITL, JTI and PMI) participating in the empty pack surveys
conducted by third party research agencies. No other counterfeit is includedin the
volumes reported due to lack of information

Country from which the packs collected are deemed to have originated. This is
determined by eitherthe tax stamp on the pack or in cases where the tax stamp
is not shown, on the health warning and packaging characteristics

Cigarettes bought without payment of customs or excise duties. Consumers may
buy Duty Free Cigarettes when travelling into or out of the EU (including
Switzerland and Norway) by land, air or sea at legal Duty Free shops

European Commission

An electronic cigarette is a battery-operated device that emits a vaporized solution
to inhale. Usually, the solution contains nicotine

European Union
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The primary methodology for measuring consumptionin a market. The
methodology has been developed by KPMG LLP on a bespoke basis for the
specific purpose of measuring inflows and outflows of cigarettes in the scope of
this project

European Union Tobacco Products Directive
Fine cut smoking tobacco intended forrolling of cigarettes
Free trade zone

Heat-not-burn (HNB) products are tobacco products that produce aerosols
containing nicotine and other chemicals, which are inhaled by users

Cigarettes that are usually manufacturedlegally in one country/market but which
the evidence suggests have been smuggled across-borders during their transit to
the destination market underreview where they have limited or no legal
distribution and are sold without payment of tax

Packs of lllicit White Cigarettes which have “duty free"” or no identifiable labelling
on the packs

In Market Sales (the primary source of legal domestic sales volumes)

Inflows of non-domestic productinto a market. Refer to the methodology section
for further details

Outflows of product from a market. For the purposes of the EU Flows Calculation,
outflows are to other markets in the study. Refer to the methodology section for
further details

Imperial Tobacco Limited
JT International SA

Legal Domestic Consumptionis defined as Legal Domestic Sales (LDS) net of
outflows

Legal Domestic Sales of genuine domestic product through legitimate, domestic
channels based on In Market Sales (IMS) data

Million

Most Popular Price Category
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Make Your Own tobacco products. Refers to the process of creating your own
cigarette with an option of choosing different tobacco types

Non-Domestic product — product that originates from a different market than the
one in which it is consumed

Non-Domestic (Legal) — product thatis broughtinto the market legally by
consumers, such as during a cross-border trip

Organised Criminal Groups

Office Européen de Lutte Antifraude also known as the European Anti-Fraud
Office

Other Tobacco Products (fine cut (RYO/MYO), cigarillos, portions, rolls and cigars;
excluding smokeless tobacco and water-pipe tobacco)

Philip Morris International
Philip Morris Products SA

Roll Your Own tobacco products
The percentage of smokers in the total population of the legal smokingage

The sum of all types of taxes levied on tobacco products, including VAT. There are
two basic methods of tobacco taxation: Normal or specific taxes are based on a
set amount of tax per unit (e.g. cigarette); these taxes are differentiated according
to the type of tobacco. Ad valorem taxes are assessed as a percentage mark up
on a determined value, usually the retail selling price or a wholesale price and
includes any value added tax

Unspecified market variant refers to cigarette packs which do not bear specific
market labelling or Duty Free labelling

United Nations World Tourism Organisation

The weighted average price for cigarettes calculated by reference to the total
value of all cigarettes released for consumption, based on the retail selling price
including all taxes, divided by the total quantity of cigarettes released for
consumption. The WAP is provided by the European Commission Excise Duty
Tables
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(PMGS EU Flows Calculation: an approach
[0 categorising cigarette consumption

Estimate of total cigarette consumption inthe EU27, 2020 (bn cigarettes)

..................................................................................................

14.2
10.3 — I
I
26.2
Counterfeit & Contraband (C&C): 34.2bn
\ J
Y
Non-Domestic Consumption: 59.4bn
438.8
LDS Outflows LDC ND(L) Counterfeit [llicit Whites Other C&C Total
Consumption

The chart above illustrates KPMG's core approach to estimating the size and scale of illicit cigarette
consumption, known as Counterfeit & Contraband (C&C), which includes lllicit Whites.

KPMG's approach, using empty pack surveys (from market research agencies commissioned by
tobacco manufacturers) and Legal Domestic Sales (provided by manufacturers and third party market
research agencies) allows us to split total cigarette consumption intoits constituent parts.

Legal Domestic Sales, available in every country, underpin the initial volume estimate, whilst empty
pack surveys enable KPMG to estimate the additional ‘non-domestic’ component of consumption,
which can be further analysed depending on the source and brand of each pack.

KPMG's flows calculation ensures that the calculation of inflows and outflows around the EU27, UK
Norway and Switzerland are all equal, so that the overall consumption in each country can be estimated.

Definitions for each component of cigarette consumption are available in the Methodology section.
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ABOUTTNIS Repart

This Report is the 2020 output from an annual study estimating the scale and
development of the illicit cigarette marketin the EU. This Report was
commissioned by Philip Morris Products SA for data covering 2020. KPMG LLP
was previously commissioned by Philip Morris Products SA to undertake Project
Stellain 2020 (resulting in a 2019 report covering 2019 data). This study covers all
27 European Union member states in 2020, with an EU27 market overview.
There are also individual country reports for the UK, Norway and Switzerland.
More information on the agreed scope of work can be seen in the appendices to
this report.

The methodology used to estimate the size of the illicit cigarette market in
connection with the previous annual studies and the resulting Project SUN/ Stella
reports has continued to be applied consistently in this report, with the
underlying data-sources remaining the same. The methodology is underpinned by
a combination of hard data, such as legal sales of cigarettes withinthe EU and
travel data, publicly available data-points, such as smoking prevalence and
average prices of cigarettes, and the empty pack surveys separately
commissioned by the tobacco manufacturers and undertaken by independent
market research agencies. KPMG's approach is to review these data-points to
produce the relevant estimates. Details of the overall methodology is provided
within this report.

This Report refers to interviews with law enforcement, which took place as part
of the research process for this study.
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Counterfeit & Contraband
cigarettes consumed

+0.8bn on 2019
+2% on 2019

Of total
consumption
was C&C

+0.5ppt on 2019

60000

Estimated tax revenue lost

+€1.3bnon 2019
+17% on 2019

4 %)

In a market context of COVID-related travel restrictions and border
controls, the decline of non-domestic cigarettes continued, along with
a decrease in legal domestic consumption

— Legal Domestic Consumptioncontinued to decline butincreased its
share of consumption to 88% in 2020, compared to 86 % in 2019

— Non-domestic consumption volumes (both legal and illicit) declined by
18.5% in 2020, the highest decline noted in the reporting period (2016
t0 2020).In 2020 they accounted for 12 % of total consumption
comparedto 14% from 2016 t0 2019

— Non-domestic legal accountedfor 4.2 % of total consumption (down
from 6 .8% in 2019)andillicit consumption accounted for 7.8% (up
from 7.3 % in 2019). Thisrepresentsa 12.7bn cigarettes decline in non
domesticlegal consumptionin 2020 and a 0.8 bnincrease inillicit
consumption. The decline in non-domestic legal cigarettes was the
main driver of the reduction in cigarette consumption above the average
annual rate seen over 2016 t0 2019

— Total cigarette consumption declined by 4.7 % in 2020 to 438.8bn
cigarettes, faster than the trend of 2.3 % observed between 2016-19.
To put this 2020 decline in context, it coincided with growth of 6.0bn
cigarette equivalents in the fine cut category in 2020%": the first growth
seenduring the reporting period. Some offset occurred betweenthe
two categoriesin 2020 suggesting the reduction of the wider tobacco
market (i.e. cigarettes and fine cut) is in line with the 2016 t0 2019 trend

EU27 illicit cigarette consumption increasedin 2020

— Theincrease inillicit consumption volumes represents the firstillicit
increase since 2011, although the 2020 amount of C&C of 34.2bn is still
lower than 2018 (36 .6bn cigarettes)

— Hadthese cigarettes been legally purchased in the countries in which
they were identified, an additional c. €8.5bn in taxes would have been
raisedinthe EU27@

Increasing EU27 illicit consumption was driven by an increase in
Counterfeit which almost doubled to reach the highest level recorded
in this study, partly offset by declinesin lllicit Whites and Other C&C

— Counterfeitincreased by 87 % and reached 10.3bn cigarettes, up from
5.5 bn®drivenbya 5.1bn or 609% increase in Counterfeitin France.
Counterfeitnow represents 30.1% of EU27 illicitconsumption,
comparedto 16.5%in 2019

— lllicit Whites declined to 9.7bn cigarettes, representing 28.3 % of total
EU27 illicitconsumption in 2020, compared to 13.2bnand 39.4% in
2019

— Other C&C, i.e. illicit flows excluding Counterfeitand lllicit Whites,
declinedto 14.2bn or41.5% of total consumption, compared to 14.7bn
and44.0%in 2019

Illicit flows from inside the EU27 increased, while those from outside
the EU27 declined

— llicitflows between EU27 countries increased by 1.5bn

— Flows fromidentifiable markets outside the EU27 declined by 2.4bn
with the largest changes being anincrease of 0.9bn in Belarus labelled
packs and a decrease of 0.6bn in Ukraine labelled packs

Note: (a) Excludes€2.2bnfrom the UK, which left the EU on 31 Jan 2020 (b) Counterfeit can
only be identified by manufacturers forensically examining their brands collected via
empty pack surveys. As only BAT, ITL, JTIand PMI participate in the empty pack
surveys used in this report, Counterfeit can only be identified from these manufacturers

Sources: (1) KPMG, Project Stella, Illicit cigarette manufacturing in the EU, Nov 2019, (2) EU27
level results are an aggregation of the EU Flows Calculation results for the 27 EU
member states, a detailed methodology and list of sources for each market is available
in the methodology section of this report (3) Fine cut sales volumes from Euromonitor
as atJune 2021. Fine cut is converted into cigarette equivalents using
0.73g of tobacco per cigarette
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Law entorcement discussions

Discussions with EU law enforcement agencies highlighted

a number of trends, namely:

[llicit trade
continued
despite

Reduced sea freight
impacted EU lllicit
Whites volumes, but
may have supported
the increase in
Counterfeit

lockdowns

lllicit trade continued despite lockdowns

— COVID-19 related movement restrictions were
targeted atindividuals rather than goods.
Although traveller numbers declined significantly
in 2020, the same cannot be assumed for illicit
trade

— Furthermore, with Law Enforcement staffing
levels and movement reduced due to sickness,
self-isolation or social distancing requirements,
some goods checks and monitoring could not be
as strict as they were before the pandemic,
potentially reducing barriers for organised criminal
groups (OCGs)

— However, in areas where law enforcement has
been able to target cross border shipments,
especially from non-EU sources as noted below,
they have successfully disrupted illicit supply
chains

Reduced sea freight impacted EU lllicit Whites
volumes, but may have supported the increase in
EU Counterfeit

— A coordinated EU focus on inbound sea freight is
believed to have led to a decline in lllicit Whites
volumes, the majority of which are believed to be
non-EU in origin and arrive via sea ports

— Interviewees also believed sea-freight had been
more impacted by COVID restrictions and
disruption than other routes

Source: (1) Interviews with five EU law enforcementagencies

KkPMG

Brand loyalty in
lllicit Whites
appears to

have ledto a
change in
packaging

4 %)

The full effect of
Track and Trace
will only be felt
from 2021
onwards

Opportunistic
OCGs are using
the disruption
caused by COVID-
19 to enter other
sectors

— Some Law Enforcement agencies believed this
has forced some illicit manufacturers to move
their supply chains closer or into their end
markets. This has led to a rise in domestic
manufacturing, including Counterfeit

— This is further supported by ongoing illegal
cigarette factory raids in multiple EU markets

Brand loyalty in lllicit Whites appears to have led
to a change in packaging

— There is some indication that brand loyalty is a
factor for established lllicit White brands

— Consumers want to know they are getting the
genuine lllicit White brand. As a result, lllicit
Whites brands that previously bore no country-
specific labelling are increasingly labelled as
coming from their market of production. This has
been particularly noted with Belarusian lllicit
White brands

Opportunistic OCGs are using the disruption
caused by COVID-19 to enter other sectors

— Law Enforcement agencies saw continued
opportunism from OCGs, showing willingness to
target other sectors where they saw demand,
for example supplying COVID-19 related PPE

The full effect of Track and Trace will only be felt
from 2021 onwards

— The grace period, where products manufactured
in or imported into the EU prior to May 2019
were not subject to Tobacco Product Directive
15 & 16, ran until May 2020

— EU Law Enforcement agencies have invested in
making better use of the tool and expect to see
the full effects from 2021 onwards
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cUZ/ consumptiontrend

— As the UK left the EU on 31 January 2020, data and commentary included in this Executive
Summary is for the remaining 27 EU countries for 2020 as well as historical years (i.e. excluding the
UK for all years). We have included EU consumptionincluding the UK for 2016to 2020 in the chart
below to allow comparison. Also, throughout the rest of this Executive Summary we have excluded
the UK from the analysis

Total manufactured cigarette consumption in the EU27 and UK, 2016-2020 (bn cigarettes)

48.3

505.6 493.2
43.6

34.8 (8.6 %)

(6.9%)

451.4
(84.9%)

2016 2017 2018 2019 2020
— COVID-19 had a noticeable impact on cigarette consumption in the EU27in 2020. EU27 (excluding
UK) total cigarette consumption declined by 4.7% in 2020 to 438.8bn cigarettes, faster thanthe long
term trend of 2.3% p.a. observed between2016-19

— Whilst other factors will be at play (e.g. quitting smoking, switching to vaping and other tobacco
products etc), we note thatin the relatively cheaper? fine cut category sales grew by 6.0bn cigarette
equivalents in 20201, the first growth seen during the reporting period. This may have been
exacerbated by EU27 personal disposable income per capitadeclining by 7% in 2020©). This
indicates a reduction of the wider tobacco market of 2.8% in 2020, in line with the long-term trend of
2.4% p.a. between 2016 and 2019, and suggeststhereis a degree of offset between the two
categories

Total manufactured cigarette consumption in the EU27 (excluding UK), 2016-2020 (bn cigarettes)

493 .1
477.9
42 7 468.9
28.2 (8.7%)

(5.7%)

460.5

2016 2017 2018 2019 2020
Il csc I ND(L) IE LDC

Source:(1) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member states, a detailed methodology and
list of sources for each market is available in the methodology section of this report, (2) EC Excise Duty Tables, March 2021 (Part |11 —
Manufactured Tobacco) (3) Fine cutsales volumes and PDI per capita from Euromonitor as at June 2021. Fine cutis converted

into cigarette equivalents using 0.73 g of tobacco per cigarette
EEH ig 11

Document Classification: KPMG Public



4 %)

-UZ/ consumptiontrend (¢

Total manufactured cigarette consumption inthe EU27, 2016-2020 (bn cigarettes)
493.1

477.9 468.9 4605

386.2
(88%)

2016 2017 2018 2019 2020
I\ M LDC
— Non-domestic consumption volumes (including legal and illicit) fell in volume and as a percentage of

consumption, declining by 11.9on or 18.5% in 2020. This is the highest decline noted in the
reporting period, and accounted for 12.0% of total consumptionin 2020 compared to 14.0% in 2019

— COVID-19related travel restrictions led to a 41% decline in non-domestic legal volumes toreach
18.5 bn cigarettes or 35% of non-domestic consumption, comparedto 48% in 2019

— lllicit consumption partially offset the decline in ND(L), with C&C volumes increasing by 0.8bn
cigarettes to 34.2bn cigarettes, forming 65% of non-domestic consumption in 2020 compared to
52% in 2019

— Legal Domestic Consumptiondeclined by 2.4%, in line with the long-term average across 2016-2019

— As aresult of the above, total consumption declined at a rate above the 2016 to 2019 trend (4.7% in
2020 vs 2.3% on average between 2016-19)

Non-domestic cigarette consumption inthe EU27, 2016-2020 (bn cigarettes)
71.0

65.3 67.4 64.6

2016 2017 2018 2019 2020

Il cac M ND(L)

Source:(1) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member states, a detailed methodology and
list of sources for each market is available in the methodology section of this report

ket g
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Non-comesticledal trend (INDILJ) (1

— NDI(L) volume consumed in the EU27 declined significantly in 2020, falling by 41% to 18.5bn
cigarettes against the backdrop of COVID-19 related border closures, travel bans and restricted
movement throughout the year, reaching the lowest level recorded in these annual studies

— Non-domestic legal inflows from the non-EU27 countries declined by 62 % compared with 33% from
the EU27 sources. This suggests that EU27-based consumers were still travelling to purchase
cheaper cigarettes from neighbouring markets when possible, as intra EU27 travel bans were shorter
and less severe than to non-EU27 markets

Source of ND(L) inthe EU27, 2016-2020 (bn cigarettes)

2016 2017 2018 2019 2020
M noneu I EU

Source:(1) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member states, a detailed methodology and
list of sources for each market is available in the methodology section of this report

ket :
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NOn-aomestic iegal trend (N

— Although overall ND(L) volume declined across the EU27, rates varied across the member states

— Portugal showed the highest decline at 85%

— Germany and Luxembourg showed lower rates of decline, 18% and 6% respectively, indicating that
in some markets demand for cross-border purchases remained strong

Rate of ND(L) change, 2020 (%)

Finland
67%

O 00% t0-19.9%
-20.0% 10-29.9%
0 -30.0% 10-39.9%

(0.1bn)

Sweden
71%
o Over-40% (0.1bn)
Latvia
-47%

Denmark _~ (0.0bn)

Netgirol/ands N
H ~ 0
Belgiam (1'1bn)
(0.5bn) )

Germany
-18%
Czech Re)aublic
/ -77%
Luxembourg | (0.1bn)
6% \
/ (0.0bn)
( Austria
Y 41%
Romania
-57%

(0.1bn)

Bulgaria
-39%
(0.1bn)

P | Slovgnia
S8 1o
(0.0bn) b]

C%grus
‘ g
B3% . (0.0bn
0.06n) - o

Source:(1) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member states, a detailed methodology and
list of sources for each market is available in the methodology section of this report

©2021 KPMG LLP, a UKlimited liability partnership and a me fimn of the K
affiliated with KPMG Intemational Limited, a pr

pendent member firms 14
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LaG rend by type

— C&C increased by 0.8bn or 2% in 2020, with increased Counterfeit partially offset by a decrease in
lllicit Whites and Other C&C

— Counterfeit grew by 4.8bn, or almost 87 %

— lllicit Whites volume decreased by 3.5bnin 2020 to the lowest level observedin the reporting period.
The largest declines were experienced in Romania (1.0bn), Greece (0.5bn) and France (0.4bn)

— Other C&C flows declined by 0.5bn in 2020, continuing its long term declining trend

C&C trend by type inthe EU27, 2016-2020 (bn cigarettes)

42.7

15.3
(35.8%)

2016 2017 2018 2019 2020

I Counterfeit M Ilicit whites Il Other C&C

Source:(1) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member states, a detailed methodology and
list of sources for each market is available in the methodology section of this report

kbt :
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Lal KBy Markets

— Increased EU27 illicit cigarette consumption in was primarily driven by an increase in C&C in France

— France continues to remain the largest market for illicit cigarettes in the EU27, with an increase of
4.6bn cigarettesin 2020. This was driven by an unprecedented 5.1bn or 609% increase in
Counterfeit, partly offset by a decrease in lllicit Whites and Other C&C

— Toputthis change in context if France Counterfeit had remained at the same level as 2019,
overall EU27 C&C would have declined by 4.4bn cigarettes in 2020

— Germany C&C volumes increased by 0.2bn in 2020 to overtake Poland to become the second largest
market of illicit cigarettesin the EU27

— Romania saw the largest decline in C&C volume in 2020 amongst all countries of study, declining by
1.3bn cigarettes

— The UK, which left the EU in 2020, was the second largest illicit cigarette consumption market in this
study, with 5.3bn of C&C, a decline of 0.2bn

. . Change
Top 10 EU27 C&C countries by volume, 2020 (bn cigarettes) on 20%9
results
France 46
G
ermany 02
Poland
-0.1
Greece
-0.3
Italy
-0.4
Romania
-1.3
Spain
0.2
Netherlands
0.1
Ireland
-0.1
Lithuania 0.0
Other 21

Il Otherc&C M Counterfeit M llicit Whites

Source:(1) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member states, a detailed methodology and
list of sources for each market is available in the methodology section of this report

kbt &
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Lab consumption rend

— The highest illicit consumption shares in the EU27 were in France (23.1%), Greece (22.4%) and
Lithuania (20.2%)

— The highest increase was noted in France, with a change of 9.4ppt of total consumption
(representing 4.6bn cigarettes) driven by increased Counterfeit consumption partly offset by a
decrease in illicit Algerian Other C&C inflows

C&C as a percentage of total consumption, 2020 (bn cigarettes)

o 0.0% -49% Fi]n(l)g/gd
(0.4bn)
O 50%-99%

10.0% -14.9% Es}g}:ia
(0.1bn)
15.0% -19.9%
o Over 20% Deg(r)?ark
(©.1bn)

Netfg);lands
H 0
Belgum (0 7bn)
(0.5bn)

/ Poloa nd

o
Germany (3.50n)
4% ~
(3.6bn)
Slovakia
0y

(]
_ (0.2bn)
(e
(0.4bn) J Lﬂ;%ary y
A / Romania
N 8%

(2.1bn)

Bulgaria
%
(0.2bn)

Spain ./
7

(1.7bn) Slovenia
50/0

Portugal
4% (0.1bn)

0
(0.4bn)
Greece

22%
Malta (3.Ton)
0y

6% -
(0.0bn) -

‘ Cyprus
OO

4 (0.1bn)

Source:(1) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member states, a detailed methodology and
list of sources for each market is available in the methodology section of this report

ket i
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Lab consumptiontrend

— Most of the major cigarette consumption markets saw declining or stable C&C incidence in 2020,
with the exception of France

— Cumulative C&C for the EU27 countries increased by 0.8bn or 0.5ppt

— France and Latvia had the largestincrease in share of C&C, with C&C share increasing by 9.4ppt in
France and 5.0ppt in Latvia

— Only 4 countries: Finland, France, Latvia and Lithuania, saw an increase in C&C share by more than
1ppt

— The C&C share in Cyprus and Slovenia declined by 5.7ppt and 4.6ppt, the largest declines in the
EU27

— 11 countries remained largely stable, with marginal changes over 2019 C&C incidence

Change in share of C&C consumption vs prior year, 2020

o Increased by 1ppt+

o Stable

o Decreased by 1ppt+

Finland
+1.4ppt

Sweden ES’%%?

-1.6ppt

Latvia
+5.0ppt

ST\
Lithuania
+2.5ppt

Denmark
-1.2ppt

Netherlands

+0.8ppt
Be\gium
-1.6ppt
/

N
Poland
+0.1ppt
Germany \
+0.2ppt IS )
AN

O
Luxembourg \Czech Republic ™\
\ +0.6ppt -2.7ppt

France o Hungary
+9.4ppt -3.2ppt

Portugal .
—142pgt Spain

+0.6ppt. Slovenia

-4.6ppt

‘ Greece

+0.0ppt Cyprus
Malta 4 _ggppt

-1.5ppt &‘, l

Source:(1) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member states, a detailed methodology and
list of sources for each market is available in the methodology section of this report

ket ¢
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Ll SOUrce countries

— 30% of illicit consumption in the EU27 in 2020 wasdriven by Counterfeit

— lllicit whites with no country-specific labelling experienced a relatively large decline of 3.4bn
cigarettesin 2020

— lllicit cigarettes that can be identified as flows from one EU27 country to anotherincreased by 1.5bn,
accounting for 21% of C&C flows in 2020 and surpassing the share of IWs with no country-specific
labelling for the first time

— Ukraine continued its declining trend noted since 2016, while Belarus flows increased by 0.9bn in
2020, reversing the historical declining trend

— Interviews with law enforcement, and KPMG's own research into this topic as part of our2019 Stella
report indicated that a large proportion of lllicit Whites with no country-specific labelling and
Counterfeit may be manufactured in illegal factories within the EU27@®

Sources of C&Cin the EU27, 2016-2020 (bn cigarettes)

42.7

2016 2017 2018 2019 2020
M Counterfeit M Beclarus W Unspecified [ OtherNon-EU
M cu M Ukraine I Moldova

Il '\Ws with no country-specific labeling [ Gibraltar [l Algeria

Source:(1) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member states, a detailed methodology and
list of sources for each market is available in the methodology section of this report, (2) Law enforcementinterviews, (3) KPMG,
Project Stella, lllicit cigarette manufacturing in the EU, Nov 2019
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— Counterfeit volumes experienced a large increase in 2020, by 4.8bn cigarettes or 87%, continuinga
trend seen since 2016

— Counterfeit consumption was highest in France (5.98bn) and Greece (1.62bn)
— The largest year-on-year increase in Counterfeit consumption was noted in France (5.13bn or 609%)

— In France, Germany and Poland, the majority of the Counterfeit cigarettes were of Duty Free variants
(both EU Duty Free and world wide Duty Free)

— In Greece, Counterfeit cigarettes were predominantly of domestic variants (74 %) and variants with
unidentifiable origin labelling (15%)

— Interviews with law enforcement!V indicate that increasing volumes of the Counterfeit detectedin
this study may be manufactured in illegal factories within the EU27. Furthermore, as only
participating manufacturers forensically examine packs collected in the empty pack survey to identify
Counterfeit, actual Counterfeit volumesin the EU27 may be even higher than that shown in this
report

Counterfeit volumes in the EU27, 2016-2020 (bn cigarettes) 103

4.6

2016 2017 2018 2019 2020

Counterfeit volume inthe EU27, 2020 (bn cigarettes) Finland

0.03bn

Sweden P
0.04bn 0.

01bn

Lithuania .
0.01bn

Denmark
0.08bn
Netherlands
0.09n

Belgium

Ireland
0.01bn

4l S(I)%/7ag<ia
Austria gl

0.05bn

France .
5.98bn Rgrzrf\gla
.24bn

Bulgaria
0.0g4bn

Portugal
0.01bn

Slovenia
0.00bn
Greecer

1.62bn

ooBna ’c
. n rus
S 6606

Source:(1) Law enforcementinterviews, (2) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member
states, a detailed methodology and list of sources for each market is available in the methodology section of this report
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— France accounted for 58.0% of EU27 Counterfeit in 2020, up from 15.3% in 2019
— Poland saw the largest decline in Counterfeit, with a 0.3bn decrease to 0.6bn in 2020

— Across the remaining major inflow countries volumes remained relatively stable

Counterfeit volumes in the EU27, 2016-2020 (bn cigarettes)

10.3

1.3
(12.6 %)

5.5
4.6 1.8
(32.3%
1.3
(28.4%)

0.1

Ol (1.9%)

05  (4.2%) 0.8
(15.4%) (24.1%)
0.8 0.6
(28.0%) (19.1%)
0.6 0.7 0.8
0.2 1(184%) 0.2 [ (20.6%) : (15.3 %)
(5.6 %) (4.8%)

2016 2017 2018 2019 2020

(27.4%)

Other M Romania M Germany M Poland WM Greece M France

Source:(1) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member states, a detailed methodology and
list of sources for each market is available in the methodology section of this report
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— lllicit Whites continue to be a major element of illicit consumption in the EU27, accounting for 28%
of illicit consumptionin 2020, albeit declining by 3.5bnon 2019 levels

— 54% of the lllicit White flows are categorised as lllicit Whites with no country-specific labelling, as
they have no health warning or are labelled as Duty Free. This generic labelling makes identification

of the source market difficult

— Interviews with law enforcement!” indicate that some of these lllicit Whites with no country-
specific labelling are manufactured within the EU27. In the 2019 Stella report@ KPMG estimated
that EU manufacturing could account for up to half of 2018 EU lllicit White consumption

— 29.0% of lllicit Whites were from Belarus, an increase from 15.8% in 2019. Anumber of lllicit
Whites brands that were classified as lllicit Whites with no country-specific labelling last year were
labelled as coming from Belarus in 2020

— Interviews with law enforcement!" indicate this increase may be linked to growing brand loyalty
from lllicit Whites consumers, and to seek to assure them the lllicit Whites brands are genuine

lllicit Whites as a percentage of total C&C in the EU27, Share of lllicit Whites by
2016-2020 origin, 2019-20 (%)
9.5% 7.7%

44.0% 41.8%

57.1% 56.7% 54.3 %

2016 2017 2018 2019 2020 2019 2020
Other C&C [ W with known origins I W with no country-specffic labelling Czech Republic
I cCounterfeit M W with no country-specific labelling Il Belarus I Spain
I Ukraine Other
I Moldova

Source:(1) Law enforcementinterviews, (2) KPMG, Project Stella, lllicit cigarette manufacturing in the EU27, Nov 2019, (3) EU27 level results
are an aggregation ofthe EU Flows Calculation results for the 27 EU member states, a detailed methodology and list of sources for
each market is available in the methodology section of this report
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F0CUS Onlict Whites

— The highest flows of lllicit Whites were measured in Poland (2.09bn), Romania (1.54bn) and Greece
(1.20bn)

— The largest decrease in lllicit Whites consumption was observedin Romania (0.96bn), Greece
(0.46bn) and France (0.40bn)

— The six largest lllicit Whites inflow countries in the EU27 (highlighted in red) account for 71% of the
total lllicit Whites flow in the EU27

lllicit Whites consumptionin the EU27, 2020 (bn cigarettes)

o >=0.6bn

>=0.3bn and <0.6bn

O -o03m

Finland

0.01bn

Estonia
0.04bn

Latvia
0.28bn

Denmark
0.01bn

Lithuania
0.55bn
Netherlands /2y
Belai 0.03bn
elgium
OA&bn
/
Poland
2.09n

Germany
0.55bn

N,
!

Austria
Gz 00%n 1 Hupgery
A n . n
.J‘\ Y

Ital
O.67k\3/n

Bulgaria
0.79n

Portugal
0.14bn
- Slovenia
. < 0.06bn 2
]
N
o ‘
- T ‘
-0zon Cyprus
b 005on /

Source:(1) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member states, a detailed methodology and
list of sources for each market is available in the methodology section of this report
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F0CUS Onlict Whites

— lllicit Whites consumptionin EU27 declinedby 27 % in 2020
— Approximately 70% of this decrease was due to smaller brands outside the top 10

— 8bfewer lllicit Whites brands were identified than in 2019

— The top ten lllicit Whites brands accounted for 59% of the total in 2020 compared with 51% in 2019

— Interviews with EU27 law enforcement representatives indicated that Counterfeiting of lllicit Whites

brands in illegal EU27 factories remained an issue in 2020. Since our analysis cannotidentify

whether illicit whites are Counterfeit or not, it is possible that we may be overstating theillicit whites

issue and understating the Counterfeitissue, especially given the growth seen in Counterfeit

lllicit Whites by brand in the EU27, 2019-2020 (bn cigarettes)

13.2

M Other

I Marble

B Manchester
Bl American Legend
I Ashima

[ | Regina

[ Com pliment
M Fest

B Karelia

B Minsk

I \:

314
brands

2019 2020

Note: We cannotidentify Counterfeit lllicit White volumes in this report as the manufacturers do not participate in the empty pack surveys
and therefore do not analyse if the packs collected are genuine

Source:(1) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member states, a detailed methodology and

list of sources for each market is available in the methodology section of this report
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— Other C&C volumes declined by 0.5bn to 14.2bn cigarettes, the lowest level recorded in this study,
and formed 42% of EU27 C&C consumption in 2020, down from 44% in 2019

— Increases in Germany (0.41bn), Spain (0.34bn and Poland (0.27bn) were more than offset by
decreases in Romania (0.56bn), Czech Republic (0.23bn), Austria (0.23bn), Slovenia (0.16bn),
Belgium (0.16bn), France (0.15bn), Denmark (0.13bn) and Hungary (0.10bn)

— Other C&C declines from non-EU27 source markets were the largest driver of overall EU27 volume
decline, with decreasing flows from Algeria (1.4bn), Ukraine (0.7bn), The Republic of North
Macedonia (0.3bn) and Serbia (0.3bn) partly offset by increasedintra-EU27 flows from Spain (0.4bn),
Belgium (0.4bn), Bulgaria (0.3bn), Poland (0.2bn), Romania (0.2bn), Slovenia (0.2bn) and the Czech
Republic (0.2bn)

Change in Other C&C consumption vs prior year, 2020 (bn cigarettes)

O >=0.1bn v
Finland
+0.08bn
Q.

o >=-0.1bn and <0.1bn
Estonia

© >=05bnand <-0.1bn
; -0.02bn

O <050

i
Denmark S
-0.13bn

Lithuania
-0.02bn

Ireland
+0.03bn

Poland

+0.27bn

Germany
+0.41bn

,/F \
oY Republic ™
-0.23bn =
Slovakia
-0.02bn
) Austria

France N -0.23bn
-0.15bn

Romania
-0.56bn

Portugal
+0.07%n

<" Slovenia

. -0.160n 2
YR
N
‘ Greece‘ .
0.00bn P
Malta * Cyprus
0.00bn o oB7on i

Source:(1) Law enforcementinterviews (2) EU27 level results are an aggregation of the EU Flows Calculation results for the 27 EU member
states, a detailed methodology and list of sources for each market is available in the methodology section of this report
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13100

Cigarettes
consumed

-0.34bn on
2019

40N

C&C cigarettes
consumed

-0.29bn on
2019

347%

Of total consumption
was C&C

-2.09 %pts on
2019

gelslll

Estimated total tax
revenue lostfrom
c&C

4 %)

Lab clgarette consumptionan
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
14.96 14.48

2016 2017 2018 2019 2020
Il DCc I ND(L) M c&cC

— C&C decreased to 3.4% of the total consumption, or 0.45bn cigarettes
— lllicit Whites, Counterfeitand other C&C volumes all declined in 2020

Manufactured cigarette C&C volumes and share of overall cigarette consumption —

2016-2020

1.0
0.8
0.6
04
0.2
00

Volume (bn cigarettes)

2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

Breakdown of C&C consumption by type—2016-2020 (bn cigarettes)
1.04

0.92
- 0.08]
0.12 Rl

2016 2017 2018 2019 2020

B lllicit Whites Counterfeit [l Other C&C

Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally

in the country of study
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Austria Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 12.63 12.40 11.83 11.73 12.23 4%
Outflows (0.33) (0.40) (0.45) (0.44) (0.40) (9%)
Legal Domestic Consumption (LDC) 12.29 12.01 11.38 11.29 11.83 5%
Non-Domestic Legal (ND(L)) 1.63 155 1.48 1.44 0.86 (41%)
Counterfeit and Contraband (C&C) 1.04 0.92 0.60 0.74 0.45 (39%)
Total Non-Domestic 2.67 247 2.08 2.18 131 (40%)
Total Consumption 14.96 14.48 13.46 13.47 13.13 (3%)

— Total cigarette consumption declined by 3% in 2020, with increased LDS offset by a decline in non-
domestic consumption

— The neighbouring lowersriced markets of Czech Republic, Slovakia, Hungary and Slovenia remain
the main sources of non-domestic inflows, all of which declined

— Germany remains the principal destination for cigarettes from Austria, accounting for 67 % of the
outflows in 2020

Total inflows by country of origin — 2016-2020

Inflows to Austria

Billion cigarettes 2017 2018 2019

Czech Republic 0.50 0.72 0.42 0.46 0.30
Slovakia 0.13 0.17 0.18 0.28 0.15
Hungary 0.40 0.31 0.24 0.23 0.14
Slovenia 0.37 0.34 0.39 0.20 0.11
Duty Free Labelled 0.16 0.10 0.12 0.12 0.08
Other 1.10 0.83 0.74 0.88 0.52
Total Inflows 2.67 2.47 2.08 2.18 131

Total outflows by country of origin— 2016-2020

Outflows from Austria

Billion cigarettes 2016 2017 2018 2019 2020
Germany (0.18) (0.21) (0.20) (0.25) (0.27)
Switzerland (0.04) (0.05) (0.05) (0.03) (0.05)
France (0.02) (0.01) (0.02) (0.01) (0.02)
Other (0.09) (0.12) (0.18) (0.15) (0.07)
Total Outflows (0.33) (0.40) (0.45) (0.44) (0.40)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows!? =

o Austria
o Source

o Destination

t Inflow

t Outflow

Germany (0.27bn)

Label description: €6.18

Country (Inflow/
Outflow Volume)
WAP
7 Czech Republic(0.30bn)
1 €3.54
I

LU i

/}‘ 2y €342
{ - —
e T

Switzerlan Hungary (0.14bn)
Y, S lo0sbm Y A s e8]
€754 _ X
Slovenia
(0.11bn)
€3.69

C&C % by region®(©

Niederosterreich

Burgenland

Tirol

ow High
Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions ingrey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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ND(L) by country of origin —2016-2020 (bn ND(L) by brand - 2016-2020 (bn cigarettes)
cigarettes)
18 A 18 A
1.63 1.63
16 | 1.55 16 | 1.55
14 14
0.02
12 0.06 12
10 A 1.0 1 0.86
08 08
06 06
04 1 04 1
02 02 1
. 00
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
I Czech Republic M siovenia W Duty Free Labelled M Varlboro M Winston M Camel
[ | Hungary M Sovakia [ Other M Benson & Hedges M Chesterfield [ Other
— Legalinflows (ND(L)) declined by 41 % againsta backdrop of COVID-19 related border closures and
travel restrictions in 2020
— Flows from the Czech Republic and Slovenia have been considered predominately legal, given the
proximity of these markets and large numbers of cross-border workers and shoppers
— C&C declines were mainly driven by reduced inflows from Slovakia, The Republic of North
Macedonia and Serbia
— The highest regional C&C was recorded in the Wien and Salzburg regions
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
117 1.04 1177 1.04
10 1 0.92 10 1 0.92
09 09
08 0.74 08 1 0.74
07 1 07 1
0.60
06 06
05 1 05 1
04 04 0.03
03 1 03 1
02 1 02 -
0.1 4 01
| 00 4
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
I Slovakia Il The Republic Of North Macedonia B Varboro B Winston I Counterfeit
[ BosniaAnd Herzegovina M Counterfeit B9 Chesterficld Il LaM B Other
I semia M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lo Ccloaretie consumption and
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Total consumption —2016-2020 (bn cigarettes)
8.78

9.01 8.95 8.79

2016 2017 2018

Il DCc I ND(L) M c&cC

2019 2020

— C&C decreased to 0.51bn sticks, representing 5.8% of total consumption and
similar to levels seenin 2018

— Areduction in Other C&C was the largest element of C&C decline, reducing
by 35% to 0.3bn cigarettes

— This was partly offset by Counterfeit volumes, which continued to increase,
growing by 25% to 0.19bn sticks

Manufactured cigarette C&C volumes and share of overall cigarette consumption —
2016-2020

— 7.5%
2 08 ° 8%
©
c 06 6%
R
(@]
c 04 4%
2
g 02 2%
=]
< 00 0%
2016 2017 2018 2019 2020
Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption
Breakdown of C&C consumption by type—2016-2020 (bn cigarettes)
0.65
0.51 MO 15 0.51
0.30 . 0.19
i 010k 0.01
0.0 10N o 0.46

2017

2018 2019

B lllicit Whites Counterfeit [l Other C&C

Note:  C&C breakdown chart only includes Counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Belgium Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 10.18 9.51 9.43 9.47 9.23 (3%)
Outflows (1.94) (1.55) (1.72) (2.23) (1.50) (33%)
Legal Domestic Consumption (LDC) 8.23 7.96 7.71 7.24 7.73 7%
Non-Domestic Legal (ND(L)) 0.48 0.49 0.74 0.79 0.55 (31%)
Counterfeit and Contraband (C&C) 0.30 0.33 0.51 0.65 0.51 (21%)
Total Non-Domestic 0.77 0.82 1.24 1.44 1.06 (26%)
Total Consumption 9.00 8.78 8.95 8.68 8.79 1%

— Total consumption increased by 1% to 8.8bn, withincreased legal domestic consumption partly
offset by reducedinflows

— Qutflows to France, Belgium's main outflow country, decreased by 44 % against a backdrop of
border closures in 2020 and the legal cigarette allowances for EU travellers visiting France reducing
from 800 to 200 cigarettes (effective from 31st July 2020)

— Non-domestic inflows to Belgium declined by 26 % in 2020, reversing the long term increasing trend.
This decline was driven by reduced inflows from France and a number of other small markets,
despite inflows increasing from Luxembourg and Bulgaria

Total inflows by country of origin — 2016-2020

Inflows to Belgium

Billion cigarettes 2017 2018 2019

Luxembourg 0.13 0.09 0.10 0.18 0.26
Bulgaria 0.03 0.06 0.09 0.20 0.21
Counterfeit 0.01 0.03 0.04 0.15 0.19
France 0.03 0.03 0.06 0.13 0.07
Netherlands 0.06 0.04 0.20 0.07 0.06
Other 0.51 0.56 0.76 0.70 0.27
Total Inflows 0.77 0.82 1.24 1.44 1.06

Total outflows by country of origin— 2016-2020

Outflows from Belgium

Billion cigarettes 2017 2018 2019

France (2.47) (1.28) (1.42) (1.89) (1.05)
Netherlands (0.37) (0.15) (0.18) (0.21) (0.34)
Other (0.10) (0.13) (0.11) (0.12) (0.10)
Total Outflows (1.94) (1.55) (1.72) (2.23) (1.50)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows'?

o Belgium Netherlands
(0.34bn)
o Source €6.49
o Destination Belgium
t Inflow
Outflow

Label description:
Country (Inflow/
Outflow Volume)

WAP (1.05bn)

€8.57

Bulgaria
(0.21bn)

C&C % by region'b)c)

Brussels

\
West > East 7 Antwerp

Flanders 2 Flanders I

C

L g

Limburg

Lo

Hainaut

Luxembourg

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions in grey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
08 - s 0.79 08 - 0.79
07 1 07 1
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— Total legal inflows (ND(L)) decreased by 0.24bn, with all inflow sources declining except Luxembourg

which increased by 0.08bn
— Bulgaria remains the primary source of illicit inflows, closely followed by Counterfeit
— The decline in overall C&C was due to a fall in a number of smaller volume ‘Other’ countries and

‘Other’ brands
— Regionally, C&C was highest in the West Flanders and Antwerp region; 60% of C&C in West

Flanders and 38% of C&C in Antwerp were from Bulgaria
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
07 1 0.65 071 0.65
06 06

0.51
05 0ze 05 -
04 04
0.33
03 03
0.01
02 02
0.1 0.1
0.01
00 00
2016 2017 2018 2019 2020 2016 2017 2018 2019

I Bulgaria M Poland M Counterfeit M Varboro M Pariament B Counterfeit
[0 Romania M Turkey M Other [0 Davidoff M Kent B Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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w 4 U D Total consumption —2016-2020 (bn cigarettes)
(} 14.36

Cigarettes
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2018 2019
Il DCc I ND(L) M c&cC

— C&C formed 1.6% of total cigarette consumption

U ZDH — lllicit Whites remain the main category of illicit consumption, and accounted
. for81% of C&Cin 2020

C&C cigarettes
consumed!b)

Manufactured cigarette C&C volumes and share of overall cigarette consumption —

] 2016-2020

0 2 25 6.8% 8%
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c 4%

Of total consumption % 10 1.6%
was C&Clb) £ 05 2%

>

2 00 0%
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I Counterfeit & Contraband (C&C) == C&Cas % of consumption

Breakdown of C&C consumption by type—2016-2020 (bn cigarettes)
] 0.98

o

(BGN51m)M

Estimated total tax
revenue lostfrom
C&Cl(b) 2016 2017 2018 2019 2020

B lllicit Whites Counterfeit [l Other C&C

Notes: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study, (b) Bulgarian LDS has been calculated using customs data for 2020. For 2016-19, it is based on IMS data.
For this reason, 2020 consumption data shown above is not directly comparable to the historical figure, and as a result we have
not commented on 2020 results compared to 20162019 results. 2020 Bulgarian IMS was 14.17bn vs customs data of 14.77bn

Sources: (1) EUR1 =BGN 01.96, InforEuro, European Commission, December 2020, (2) KPMG EU Flows Calculation 2020. detailed
methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Bulgaria Consumption

Billion cigarettes

Legal Domestic Sales (LDS) 13.83 13.71 14.34 15.31 14.77
Outflows (0.64) (0.79) (0.93) (1.14) (1.05)
Legal Domestic Consumption (LDC) 13.19 1291 13.42 14.17 13.72
Non-Domestic Legal (ND(L)) 0.18 0.19 0.23 0.15 0.09
Counterfeit and Contraband (C&C) 0.98 0.82 0.52 0.35 0.23
Total Non-Domestic 1.16 1.02 0.75 0.50 0.32
Total Consumption 14.36 13.93 14.17 14.67 14.04

— We note that LDS has been calculated using customs data for 2020. For2016-19, it is based on IMS
data. For this reason, 2020 consumption data shown above is not directly comparable to the
historical figures

— lllicit Whites with no country-specific labelling were the largest source of non-domestic inflows into
Bulgaria

— Qutflows from Bulgaria were mainly to higher-priced countries in Western Europe

Total inflows by country of origin — 2016-2020

Inflows to Bulgaria

Billion cigarettes 2017 2018 2019

IWs with no country-specific labelling 0.36 0.36 0.40 0.26 0.17
Duty Free Labelled 0.34 0.37 0.16 0.07 0.06
Counterfeit 0.04 0.03 0.01 0.02 0.03
Other 0.42 0.25 0.19 0.14 0.06
Total Inflows 1.16 1.02 0.75 0.50 0.32

Total outflows by country of origin— 2016-2020
Outflows from Bulgaria

Billion cigarettes 2017 2018 2019

France (0.11) (0.22) (0.28) (0.26) (0.25)
Germany (0.12) (0.14) (0.14) (0.18) (0.21)
Belgium (0.03) (0.06) (0.09) (0.20) (0.21)
Netherlands (0.06) (0.04) (0.05) (0.05) (0.10)
UK (0.09) (0.16) (0.15) (0.21) (0.08)
Other (0.23) (0.17) (0.23) (0.22) (0.20)
Total Outflows (0.64) (0.79) (0.93) (1.14) (1.05)

Notes: (a) Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included in the ‘Other’
category, (b) Bulgarian LDS has been calculated using customs data for 2020. For 2016-19, it is based on IMS data. For this reason, 2020 consumption data shown above
is not directly comparable to the historical figure, and as a result we have not commented on 2020 results compared to 2016-2019 results. 2020 Bulgarian IMS was
14.17bn vs customs data of 14.77bn

Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer tothe methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows'?

o Bulgaria
o Source

o Destination

t Inflow

t Outflow Germany
(0.21bn)

Label description:
Country (Inflow/
Outflow Volume)
WAP

IWs with no
country-specific Duty Free
labelling (0.177bn) Labelled

(0.06b n)

/

C&C % by region'b)c)

Veliko
Tarnovo

OW High

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions ingrey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodolog
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
025 1 0.23 0259 0.23
0.20 A1 0.20
0.15 1 0.15
0.10 1 0.10
0.05 1 0.05
0.00 - 0.00
2016 2017 2018 2019 2016 2017 2018
[ | Duty Free Labelled M romania 1R Germany M Vuratii M Assos M Davidoff
[ | Turkey M serbia M Other M Varooro M Pariament [l Other

— Duty Free was the largest source of non-domestic legal (ND(L)) inflowsin 2020

— lllicit Whites with no country specific labels accounted for 73% of C&C

C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
100 . 098 100 0.98
090 A 0.82 090
0.80 | 0.80
070 A 0.70
060 A 060
050 A 050
040 1 040
030 | 030
020 A 020
0.10 1 0.10
0.00 0.00
2016 2017 2018 2019 2016 2017 2018 2019 2020
B \Ws with no country-specific labeling [l Serbia Bl Karclia HE Merilyn Il Counterfeit
[ Greece I Counterfeit B Ome MM Raguel M Other

I The Republic Of North Macedonia [l Other

Note: (a) Bulgarian LDS has been calculated using customs data for 2020. For 2016-19, it is based on IMS data. For this reason, 2020 consumption data shown above is not
directly comparable tothe historical figure, and as a result we have not commented on 2020 results compared to2016-2019 results. 2020 Bulgarian IMS was 14.17bn vs
customs data of 14.77bn (b) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag
surveys

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
© 2021 KPMG LLP, a UKlimited liability partnership and a member firm of the KPMG global organi
affiliated with KPMG Intemational Limited, a private English company limited by guarantee. All rigt
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Lab clgarette consumptionand
plalconsumption

6 8 Dﬂ Total consumption —2016-2020 (bn cigarettes)

Cigarettes
consumed

-0.52bn on
2019

2016 2017 2018 2019 2020

T W Loc W ND(L) W cac

— C&C decreased to 6.6 % of total cigarette consumption in 2020, reversing the

O ADH growth observed between 2017 and 2019

. — lllicit Whites accounted for 76% of total C&C in 2020, a slight increase on
C&C cigarettes 2019 levels (70%), with Other C&C representing the remaining illicit
consumed consumption. Both lllicit Whites and Other C&C inflows declined in 2020

-0.08bn on
2019

Manufactured cigarette C&C volumes and share of overall cigarette consumption —
O 2016-2020
6 6/0 2 06 T 6.6% 8%
' g 6%
Of total consumption 8 04 )
was C&C s 4%
o 02 -
2
-0.79 %pts on 2 00 0%

2016 2017 2018 2019 2020

2019
Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

bo/

(kn430m)M

Estimated total tax
revenue lostfrom
c&C

0.47

2016 2017 2018 2019 2020
B lllicit Whites Counterfeit [l Other C&C

Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Sources: (1) EUR1 =kn 7.56, InforEuro, European Commission, December 2020; (2) KPMG EU Flows Calculation 2020. For detailed
methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Croatia Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 6.30 6.07 6.27 6.22 5.69 (9%)
Outflows (0.33) (0.33) (0.39) (0.40) (0.26) (34%)
Legal Domestic Consumption (LDC) 5.98 5.74 5.88 5.81 5.42 (7%)
Non-Domestic Legal (ND(L)) 0.03 0.04 0.06 0.07 0.03 (55%)
Counterfeit and Contraband (C&C) 0.33 0.13 0.40 0.47 0.39 (18%)
Total Non-Domestic 0.35 0.17 0.47 0.54 0.42 (23%)
Total Consumption 6.33 5.91 6.34 6.35 5.84 (8%)

— Following two years of increase, total cigarette consumption declined by 8% to 5.8bn cigarettes,
primarily driven by lower legal domestic consumption

— Reduced legal domestic consumption is partly driven by lower opportunities to consume
cigarettes due to closures of hotels, restaurants and cafes as a result of COVID-19%" coupled with
an increase in consumption of other tobacco/nicotine categories?

— lllicit Whites with no country-specific labelling remained the largest source of inflows to Croatia

— Croatian outflows are primarily to countries for which Croatia is a popular tourism destination, with
outflows declining by 34 % against a backdrop of COVID-19 travel restrictions

Total inflows by country of origin — 2016-2020

Inflows to Croatia

Billion cigarettes 2017 2018 2019

IWs with no country-specific labelling 0.00 0.03 0.02 0.32 0.29
Bosnia And Herzegovina 0.27 0.06 0.27 0.10 0.06
Other 0.08 0.07 0.17 0.12 0.07
Total Inflows 0.35 0.17 0.47 0.54 0.42
Total outflows by country of origin— 2016-2020

Outflows from Croatia

Billion cigarettes 2016 2017 2018 2019 2020
Germany (0.11) (0.15) (0.16) (0.18) (0.16)
Austria (0.05) (0.04) (0.03) (0.03) (0.02)
UK (0.02) (0.02) (0.01) (0.02) (0.02)
Slovenia (0.03) (0.04) (0.07) (0.06) (0.02)
Other (0.12) (0.09) (0.12) (0.11) (0.04)
Total Outflows (0.33) (0.33) (0.39) (0.40) (0.26)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section (1) Market interview (2) Euromonitor as on May 2021
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KEY TIOWS

Key inflows and outflows!?

o Croatia
o Source

o Destination

t Inflow

t Outflow

Label description:
Country (Inflow/
Outflow Volume)
WAP

Germany (0.16bn) ' ' I

€6.18

Austria
(0.02bn)
€5.11

NG

N

N

<
XN
q Bosniaand
Croatia Herzegovina Serbia
€3.60 (0.06bn) (0.01bn)
€3.15 €2.45

-_—

TN

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand - 2016-2020 (bn cigarettes)
cigarettes)
0.07 - 0.07 0.07 - 0.07
0.06
0.06 1 0.06 1
0.05 1 0.05 A1
0.04
0.04 A 0.04 A
0.03 0.03
0.03 A 0.03
0.02 1 0.02
0.00
001 1 0.01
0.00 - 0.00
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
[ | Duty Free Labelled [ | Germany M Czech Republic [ | Lucky Strike M chesterfield @ Rothmans
M BosniaAnd Herzegovina M servia M Other M Varlboro M Gauloises M Other

— ND(L) flows in 2020 declined by 55%, driven by border closures and travel restrictions

— lllicit Whites with no country-specific labelling remained the largest source of C&C

C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
050 - 0.47 0.50 A 0.47
045 0.03 N8 045 -
0.40 *EER ) 00 039 000 040 ]
035 8-81 035 { 033
0.30 0.30 A 0.00
025 025 A
0.20 020 A
0.15 0.15 A
0.10 0.10 A
0.05 0.05 +
0.00 0.00 -
2017 2019 2020 2016 2018 2019 2020
I 1ws with no country-specific labeling [l Serbia M Fm I Vanchester I Counterfeit
™ Bosnia And Herzegovina M Counterfeit ™ Merilyn @ Marlboro M Other

M Armenia M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section

m © 2021 KPMG LLP, a UKlimited liability partnership and a member fimm of the KPMG global organisation of independent member firms 46

affiliated with KPMG Intemational Limited, a private English company limited by guarantee. All rights reserved

Document Classification: KPMG Public



LYDIUS




4 %)

Lab clgarette consumptionand
plalconsumption

w U D ﬂ Total consumption —2016-2020 (bn cigarettes)

Cigarettes
consumed

-0.25bn on
2019

2016 2017 2018 2019 2020

T W Loc W ND(L) W cac

— C&C decreased to 8.6 % of total cigarette consumption in 2020, reversing the
growth observed between 2017 and 2019

Uw Dﬂ — C&C was primarily comprised of lllicit Whites and Other C&C, volumes of

C&C cigarettes both categories declined in 2020

consumed

-0.09bn on
2019

I Manufactured cigarette C&C volumes and share of overall cigarette consumption —
0 2016-2020

. 14.3%

2 02 15%

s 8.2% 8.6 % 10%
Of total consumption =t 7.3% 6 0% 0%
was C&C S

S 5%

£

o}

S 00 0%

-5.72%pts on

2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

BlaM

Estimated total tax
revenue lostfrom
c&C

2016 2017 2018 2019 2020

B lllicit Whites Counterfeit [l Other C&C

Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section

48

Document Classification: KPMG Public

(%) 81eYys



4 %)

Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Cyprus Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 1.28 1.22 1.14 1.06 091 (14%)
Outflows (0.05) (0.06) (0.02) (0.04) (0.04) (4%)
Legal Domestic Consumption (LDC) 1.22 1.16 1.12 1.01 0.86 (15%)
Non-Domestic Legal (ND(L)) 0.02 0.03 0.02 0.02 0.01 (66%)
Counterfeit and Contraband (C&C) 0.10 0.08 0.10 0.17 0.08 (53%)
Total Non-Domestic 0.12 0.10 0.12 0.20 0.09 (54%)
Total Consumption 1.34 1.26 1.24 1.21 0.95 (21%)

— Total cigarette consumption continued to decline and reached 0.95bn in 2020, as both legal domestic
consumption and non-domestic inflows reduced.

— Northern Cyprus was the largest source of non-domestic inflows in 2019 but has reducedin 2020 as
a result of border closures linked to the COVID-19 pandemic

Total inflows by country of origin — 2016-2020

Inflows to Cyprus

Billion cigarettes 2017 2018 2019

IWs with no country-specific labelling 0.06 0.05 0.06 0.06 0.04
Northern Cyprus 0.00 0.01 0.03 0.07 0.02
Duty Free Labelled 0.02 0.02 0.01 0.05 0.01
Other 0.03 0.03 0.01 0.01 0.01
Total Inflows 0.12 0.10 0.12 0.20 0.09

Total outflows by country of origin— 2016-2020
Outflows from Cyprus

Billion cigarettes 2016 2017 2018 2019 2020
UK (0.03) (0.03) (0.01) (0.03) (0.03)
Other (0.03) (0.02) (0.01) (0.01) (0.01)
Total Outflows (0.05) (0.06) (0.02) (0.04) (0.04)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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KEy TIoWS and Cab consumption patterns

Key inflows and outflows!? .

o Cyprus
o Source

o Destination

t Inflow

Outflow

Label description:
Country (Inflow/
Outflow Volume)
WAP

IWs with no
country-sp ecific
labelling (0.04b n)

Duty Free
Labelled (0.01bn)

!/Nonhern

Cyprus Cyprus(0.02bn)
€4.38

C&C % by region'b)c)

Nicosia

N g

Larnaca

Limassol

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions ingrey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
003 - 003 1
0.027 0.027
0.022
0.022 0.023 0.022 0.001
002 - 0:.008 002 -
0.001
001 1 0,018 0.008 001 1
0.002
0.005
000 - 000 -
2016 2017 2018 2019 2020 2016 2017 018 2019
[ | Duty Free Labelled M Ukraine M sikcut M winston I Benson & Hedges
M Greece M Other I Varboro M Davidoff [ Other
— ND(L) declined by 66% in 2020 against a backdrop of reduced traveller volumes due to COVID-19
— The decline in C&C was principally driven by declining flows from Northern Cyprus and a number of
smaller source markets within the ‘Other’ category
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes) 0.173
0.18 - 0.173 018 - 0.002
016 016
0.044
0.14 - 014 -
012 1 o0.098 g-ggg 012 1
0.10 - 0.004 0.003 0.082 0.10 -
0.021 -
008 1 P 8 0.001 0.08 1
: 0.004
006 A Y7006
004 - 004 A
0.065 0.064
002 A 002 A
0.00 0.00
2016 2017 2018 2019 2020 2016 2017 2018 2019
B \Ws with no country-specific labelling I Lcbanon | B DoubleV One M Pariament M Counterfeit
™% Northern Cyprus I Counterfeit B Mariboro B s B Other
I Ukraine I Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Cigarettes
consumed

-3.10bn on
2019

Jaon

C&C cigarettes
consumed

-0.50bn on
2019

|9%

Of total consumption
was C&C

-2.73 %pts on
2019

ba/M

Estimated total tax
revenue lostfrom
c&C

4 %)

Lab clgarette consumptionan
plalconsumption

Total consumption —2016-2020 (bn cigarettes)

2016 2017 2018 2019 2020
Il DCc I ND(L) IH c&cC

— C&C decreased to 1.9% of total cigarette consumption in 2020, falling by
2.7ppt. C&C volume declined from 0.76bnin 2019 to 0.25bn in 2020

— lllicit Whites, Counterfeitand Other C&C consumption all declined in 2020

Manufactured cigarette C&C volumes and share of overall cigarette consumption —

2016-2020

14
12
10
0.8
06
04
0.2
00

Volume (bn cigarettes)

2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

Breakdown of C&C consumption by type—2016-2020 (bn cigarettes)
0.96
0.76

0.17 0.25

0.09

2016 2017 2018 2019 2020
I lllicit Whites Counterfeit [l Other C&C

Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally

in the country of study
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section

53

Document Classification: KPMG Public

8%
6%
4%
2%
0%

(%) 81eYS



4 %)

Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Czech Republic Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 20.50 20.10 20.01 19.74 16.97 (14%)
Outflows (6.43) (6.19) (5.58) (4.81) (4.15) (14%)
Legal Domestic Consumption (LDC) 14.07 13.91 14.42 14.93 12.82 (14%)
Non-Domestic Legal (ND(L)) 0.16 0.17 0.41 0.63 0.15 (77%)
Counterfeit and Contraband (C&C) 0.46 0.48 0.96 0.76 0.25 (67%)
Total Non-Domestic 0.62 0.64 1.37 1.39 0.40 (71%)
Total Consumption 14.69 14.55 15.79 16.32 13.22 (19%)

— Total consumption declined by 19% in 2020, principally driven by declining legal domestic sales and
non-domestic inflows

— Inflows from all major source markets declined in 2020

— Outflows formed almost one quarter of total legal domestic sales in 2020, with approximately 90%
of the outflows from Czech Republic to higherspriced neighbour Germany

Total inflows by country of origin — 2016-2020

Inflows to Czech Republic

Billion cigarettes 2017 2018 2019

Counterfeit 0.06 0.04 0.11 0.17 0.09
Belarus 0.07 0.09 0.15 0.10 0.06
Ukraine 0.15 0.15 0.23 0.17 0.05
IWs with no country-specific labelling 0.05 0.07 0.24 0.18 0.04
Germany 0.01 0.01 0.04 0.06 0.03
Other 0.27 0.28 0.61 0.70 0.13
Total Inflows 0.62 0.64 1.37 1.39 0.40

Total outflows by country of origin— 2016-2020
Outflows from Czech Republic

Billion cigarettes 2017 2018 2019

Germany (5.45) (5.00) (4.68) (4.09) (3.68)
Other (0.98) (1.18) (0.90) (0.72) (0.48)
Total Outflows (6.43) (6.19) (5.58) (4.81) (4.15)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section

Kbt g

Document Classification: KPMG Public



4 %)

Key Tlows and Gab consumption patterns

Key inflows and outflows'?

IWs with no country-specific
labelling (0.04bn)

o Czech Republic

o Source Belarus (0.06bn)
€0.66

o Destination

Germany
t Inflow (3.68bn)

1 Outflow €618 o oon

Label description: | Republic Ukraine (0.05bn)
Country (Inflow/ €1.60

Outflow Volume)
WAP

C&C % by region'b)c)

Lib erecky Kraj
Ustecky Kraj :

Karlovars kL{ Stredocesky

Kraj Kraj w .
Pardubicky

Plzensky Kraj Moravsoslezsk
Kraj
Olomoucky
Vysocina __Kraj
T Zlinsky

Jihomoravs k\'r\,l\,(\ral

Kraj

Jihocesky Kraj

ow High
Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions ingrey
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand - 2016-2020 (bn cigarettes)
cigarettes)
07 1 07 1
0.63
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— Both non-domestic legal (ND(L)) and C&C volumes declined significantly in 2020
— The highest levels of C&C were found in the Karlovarsky Kraj, Liberecky Kraj and Ustecky Kraj
regions with 39% of the C&C flow in these regions coming from Belarus, and with 42% being
counterfeit
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
10 A 0.96 10 A 0.96
09 1 09
08 - 08 0.76
07 1 0.7
06 1 06
05 05
04 A 04
03 - 0.00 0.00 03
02 - 02
0.1 1 0.1
_ 010, 00
2016 2017 2018 2019 2016 2017 2018 2019 2020
B Belarus Ml Buigaria B Nz I Regina M Counterfeit
[T 1Ws with no country-specific labeling B Counterfeit B0 Minsk B Fest B Other
M Ukraine B Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Total consumption —2016-2020 (bn cigarettes)
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— C&C decreased to 2.7 % of total consumption in 2020, reversing the trend for
growth experienced since 2017

Uw Dﬂ — An increase in Counterfeit inflows was more than offset by a decline in Other

C&C cigarettes C&C

consumed

-0.11bn on
2019

Manufactured cigarette C&C volumes and share of overall cigarette consumption —
O 2016-2020
_ 3.9%

O 8 04 4%

. ©
5 3%
Of total consumption © 02 20
was C&C s °
£ 1%

=)
-1.20%pts on £ 00 0%

2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)
0.24

[_0.02_]
0.17 0.05
m 0.13
(DKK282m )M 0.11 0.11 0.06 —T—
- {0.00gY 0,020
Estimated total tax 0.17 0.08
revenue lostfrom 0.09 0.09 0.10

0.04

C&C

2016 2017 2018 2019 2020
I lllicit Whites Counterfeit [l Other C&C

Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Sources: (1) (1) EUR 1 = DEKK 7.44, InforEuro, European Commission, December 2020; (2) KPMG EU Flows Calculation 2020. For

detailed methodology and a list of sources, refer tothe methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Denmark Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 5.78 5.74 5.51 5.68 4.75 (16%)
Outflows (0.10) (0.10) (0.12) (0.11) (0.07) (37%)
Legal Domestic Consumption (LDC) 5.67 5.63 5.40 5.56 4.68 (16%)
Non-Domestic Legal (ND(L)) 0.16 0.30 0.27 0.39 0.12 (70%)
Counterfeit and Contraband (C&C) 0.11 0.11 0.17 0.24 0.13 (45%)
Total Non-Domestic 0.27 0.40 0.44 0.63 0.25 (61%)
Total Consumption 5.94 6.04 5.83 6.20 4.93 (20%)

— Total cigarette consumption decreased by 20%, driven by lower legal domestic sales against a
backdrop of excise tax increases (from April 2020), and lower non-domestic inflows alongside travel
restrictions and border closures as a result of COVID-19

— Duty Free inflows, historically the largest inflow source, declined by 77% in 2020, with Counterfeit
becoming the largestinflow for the first time

Total inflows by country of origin — 2016-2020

Inflows to Denmark

Billion cigarettes 2017 2018 2019

Counterfeit 0.00 0.02 0.06 0.05 0.08
Duty Free Labelled 0.10 0.11 0.13 0.16 0.04
Sweden 0.04 0.07 0.03 0.08 0.03
Poland 0.02 0.02 0.01 0.02 0.03
Bulgaria 0.01 0.01 0.02 0.01 0.02
Other 0.10 0.18 0.19 0.31 0.06
Total Inflows 0.27 0.40 0.44 0.63 0.25

Total outflows by country of origin— 2016-2020
Outflows from Denmark

Billion cigarettes 2016 2017 2018 2019 2020
Germany (0.01) (0.01) (0.01) (0.02) (0.02)
Netherlands (0.02) (0.02) (0.01) (0.02) (0.01)
Sweden (0.01) (0.02) (0.02) (0.02) (0.01)
UK (0.01) (0.01) (0.01) 0.00 (0.01)
France 0.00 (0.01) (0.01) (0.00) (0.01)
Other (0.05) (0.03) (0.06) (0.04) (0.01)
Total Outflows (0.10) (0.10) (0.12) (0.11) (0.07)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption pattemns

Key inflows and outflows'?

o Denmark

Denmark
o Source Duty Free onma ‘
O Destination Labelled
(0.04bn)
t Inflow Netherlands
(0.01n)
Outflow 0.0

o Poland
Label description: Germany (0.03bn)
Country (Inflow/ = (0.02bn) €3.23

Outflow Volume) €6.18
WAP '

Bulgaria
(0.02bn)
€2.74

C&C % by region'b)c)

Mid Jutland

Capital
Region

A
Y VAV N

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions in grey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
040 - 0.39 040 - 0.39
035 - 035
030 - 0.30 030
025 - 025
020 - 020
0.15 A 012 015 0.12
0.10 1 0.10
005 - 0.05
000 - 000

2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
[ | Duty Free Labelled [ | Germany [ | Turkey M Vvarioboro M Winston Il Pall Mall
B sweden M roland M other M Frince M v M Other
— Legalinflows (ND(L)) from all major sources declined in 2020
— C&C declined overall, albeit Counterfeit volume growth led to Counterfeit flows forming 62 % of total

C&C
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
0.24 0.24

024 - 024
022 022
020 - 020
0.18 1 0.18
0.16 1 016
0.14 A 0.14 0.13
0124 o0.11 012
0.10 1 0.10
008 - 008
006 {1 [¥%N( 00 006
004 A 0.00 0.04
002 1 8-8? 002
0.00 BN — 0.00

2016 2017 2018 2019 2020 2016 2017 2018 2019

M Buigaria MM Romania Ml Counterfeit I Marboro M Chesterfield B Counterfeit
B Potand Il China Bl Other [0 Kent Il Winston I Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lab clgarette consumptionan
plalconsumption

w 8 D Total consumption —2016-2020 (bn cigarettes)
ﬂ 1.69

Cigarettes
consumed

-0.15bn on
2019

2016 2017 2018 2019 2020

T W Loc W ND(L) W cac

— C&C declined to 6.7 % of total cigarette consumption in 2020, the lowest
share observed in the reporting period

Uw Dﬂ — The decline in C&C inflows was driven by lower Other C&C inflows

C&C cigarettes
consumed

-0.02bn on
2019

I Manufactured cigarette C&C volumes and share of overall cigarette consumption —
0 2016-2020

@ 04 13.3% 15%

6 7/0 2 11.3% °
’ 2 9.5%
: 10%

Of total consumption 3 02 7.4% 6.7% 0%
was C&C s

S 5%

£

o}

] 0%

-0.69%pts on

2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

B16m

Estimated total tax
revenue lostfrom
c&C

2016 2017 2018 2019 2020
I lllicit Whites Counterfeit [l Other C&C

Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Estonia Consumption

Billion cigarettes 2019-20 (%)
Legal Domestic Sales (LDS) 1.74 1.65 1.54 1.56 1.46 (6%)
Outflows (0.31) (0.30) (0.26) (0.23) (0.24) 6%
Legal Domestic Consumption (LDC) 1.43 1.34 1.28 1.33 1.22 (8%)
Non-Domestic Legal (ND(L)) 0.04 0.05 0.06 0.06 0.04 (33%)
Counterfeit and Contraband (C&C) 0.22 0.18 0.14 0.11 0.09 (18%)
Total Non-Domestic 0.26 0.23 0.20 0.17 0.13 (23%)
Total Consumption 1.69 1.57 1.48 1.50 1.35 (10%)

— Total cigarette consumption declined by 10%, with both legal domestic sales and non-domestic
inflows declining

— With the exception of Latvia, inflows from all major sources declined or remained stable in 2020

— Higher-priced Finland remains the principal outflow destination for Estonian cigarettes, accounting
for 87% of the outflows from Estonia

Total inflows by country of origin — 2016-2020

Inflows to Estonia

Billion cigarettes 2017 2018 2019

Duty Free Labelled 0.03 0.02 0.02 0.03 0.03
Belarus 0.10 0.07 0.05 0.03 0.02
Latvia 0.02 0.03 0.03 0.01 0.02
Russia 0.07 0.07 0.05 0.05 0.02
Counterfeit 0.02 0.01 0.01 0.01 0.01
Other 0.03 0.02 0.04 0.03 0.02
Total Inflows 0.26 0.23 0.20 0.17 0.13

Total outflows by country of origin— 2016-2020
Outflows from Estonia

Billion cigarettes 2016 2017 2018 2019 2020
Finland (0.27) (0.27) (0.23) (0.19) (0.21)
Other (0.04) (0.03) (0.03) (0.03) (0.03)
Total Outflows (0.31) (0.30) (0.26) (0.23) (0.24)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows'?

o Estonia
o Source

o Destination Finland

1T Inflow (0.21bn)
€1.7

T outflow Duty Free Labelled (0.03bn)
Label description:
Country (Inflow/

Outflow Volume)
WAP

Estonia»
€407 "8 Russia(0.02bn)

C&C % by region'b)c)

Ida-viru
Harju : \\ Maakond

Maakond

Laane
Maakond

Parnu ) Tartu Maakond
Maakond

Saare

Voru
Maakond

ow High

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions in grey
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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4 %)

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
007 007 1~
0.06 0.06
0.06 A 0.06 0.06 0.06
005 0.05 0.05
0.00
004 0.04 004 0.04
003 003
0.00
002 002
001 001
0.00 0.00
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
M Latvia M rFinand 1M Bulgaria M Vv M camel M LA
[ | Duty Free Labelled M Russia [ Other M Varooro M Winston [ Other

— Total legal inflows (ND(L)) declined by one third in 2020, with only legal flows from neighbouring

Latvia increasing

— Despite declining volumes in 2020, the largest sources of illicit inflows remain Belarus and

neighbouring Russia

— C&C levels were highest in the Tartu Maakond region in the East of the country

C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
025 7 0.25 4
0.22
020 0.20 1
0.15 0.15 1
0.11
0.10 o 01 0.09 0.10 1
0.00
0.00
0.05 0.05 4
0.00 0.00 -
2016 2017 2018 2019 2020 2016 2017 2018 2019
M Beclarus I 1Ws with no country-specific labelling B rest I Marboro I Counterfeit
- Russia - Counterfeit Nz I Winston [ Other

M Ukraine M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lo Ccloaretie consumption and
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Total consumption —2016-2020 (bn cigarettes)
4 O D ﬂ 4.71 4.81

Cigarettes
consumed

-0.15bn on
2019

2016 2017 2018 2019 2020
Il DCc I ND(L) M c&cC

— C&C increased t0 9.7 % of total cigarette consumptionin 2020

U ADH — Counterfeit and lllicit Whites inflow declines in 2020 were more than offset
. by an increase in Other C&C

C&C cigarettes
consumed

+0.04bn on
2019

Manufactured cigarette C&C volumes and share of overall cigarette consumption —
2016-2020

/%

2 o8 12.9% 15%
e 06
@© o 5
Of total consumption 8 4 10%
was C&C s y
o o
c 02
=
+1.39 %pts 2 00 0%

2016 2017 2018 2019 2020

on 2019
Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

bldam

0.06
Estimated total tax
revenue lostfrom

0.54
0.03

Cc&C
2016 2017 2018 2019 2020
+£31m on B liicit Whites Counterfeit [l Other C&C
2019 Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Finland Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 4.00 3.91 3.72 3.48 3.48 0%
Outflows (0.04) (0.05) (0.05) (0.03) (0.02) (50%)
Legal Domestic Consumption (LDC) 3.96 3.87 3.67 3.45 3.47 1%
Non-Domestic Legal (ND(L)) 0.21 0.32 0.29 0.32 0.11 (66%)
Counterfeit and Contraband (C&C) 0.54 0.62 0.43 0.34 0.38 13%
Total Non-Domestic 0.75 0.94 0.71 0.66 0.49 (26%)
Total Consumption 4.71 4.81 4.38 411 3.96 (4%)

— Despite increasing legal domestic consumption, consumption in Finland continued to decline (by
4%) due primarily to declining ND(L)

— Declining non-domestic flows were principally driven by reduced Duty Free inflows and reduced
inflows from a number of smaller sources within the ‘Other’ category

- Inflows from Estonia, where cigarette prices are over €3 per pack cheaper, increased by 8%

— Due to the relatively high price of cigarettesin Finland compared to neighbouring markets outflows
are typically low, and declined furtherin 2020

Total inflows by country of origin — 2016-2020

Inflows to Fnland

Billion cigarettes 2017 2018 2019

Estonia 0.27 0.27 0.23 0.19 0.21
Duty Free Labelled 0.22 0.25 0.21 0.21 0.13
Latvia 0.00 0.02 0.02 0.02 0.03
Counterfeit 0.03 0.06 0.01 0.05 0.03
Other 0.22 0.34 0.24 0.19 0.09
Total Inflows 0.75 0.94 0.71 0.66 0.49

Total outflows by country of origin— 2016-2020
Outflows from Finland

Billion cigarettes 2016 2017 2018 2019 2020
Estonia (0.00) (0.00) (0.01) (0.01) (0.00)
ltaly 0.00 0.00 (0.00) 0.00 (0.00)
Poland 0.00 0.00 0.00 0.00 (0.00)
Greece (0.00) 0.00 0.00 0.00 (0.00)
Other (0.04) (0.04) (0.04) (0.02) (0.00)
Total Outflows (0.04) (0.05) (0.05) (0.03) (0.02)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key inflows and outflows!?

O Finland

O source Duty Free Labelled
O Destination (0.13bn)
t Inflow

t Outflow

Label description:
Country (Inflow/
Outflow Volume)

WAP

Finland
€7.71

Sweden
(0.02bn)
€5.93

(0.00bn)

‘ T
VRN ~

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
0387 0.32 0.32 0351 0.32 0.32
030 1 0.29 030 0.29
0.01
025 A 025
0.01
020 1 020
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0.11
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000 - 000
2016 2017 2018 2019 2020 2016 2017 2018 2019
M Esonia M Latvia M Russia [ R I winston I Chesterfield
[ | Duty Free Labelled I sweden [ Other M Varooro M Camel M other
— Legalinflows (ND(L)) declined by 66 % in 2020, driven by reduced travel and border closures as a
result of COVID-19
— Increased inflows from Estonia were the principal source of C&C growthin 2020
— Declining traveller volumes between Finland and Estonia in 2020 suggest that the increased non-
domestic inflow is likely to be driven by C&C
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
0.70 - 070 -
0.62 0.62
0.60 060 -
050 050 -
040 0.34 040 -
030 030 -
020 020 -
0.10 0.10 -
0.00 0.00 -
2016 2017 2018 2020 2016 2017 2018 2019 2020
- Estolnia - Russia - Counterfeit 2 B Winston B Counterfeit
- Latvia - Sweden - Other 0 Marlboro M Camel I Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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consumed

-1.37bn on
2019
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C&C cigarettes
consumed

+4.58bn on
2019

4 %)

Lo Ccloaretie consumption and
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
58.23

60.77
55.56

2016

2017 2018

Il oc M ND(L) I c&C

— C&C increased by 4.6bn (9.4 ppt) to reach 23.1% of total cigarette
consumption in 2020; the highest in the EU

— This increase was the result of a 5.1bn or 609% increase in Counterfeit flows,
marginally offset by declines in both lllicit Whites and Other C&C

— Counterfeit packs were predominantly of the brand Marlboro, the majority of
which bore Duty Free labelling

— Empty pack survey resdults only identify Counterfeit packs of the Big 4 brands.
Therefore, Counterfeit in France may be higherthan the 5.98bn sticks
estimated in this report

2019 2020

Manufactured cigarette C&C volumes and share of overall cigarette consumption —
2016-2020
23.1%

12 25%
20%
15%
10%
5%
0%

23l

Of total consumption
was C&C

Volume (bn cigarettes)

+9.39 %pts
on 2019

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

Breakdown of C&C consumption by type—2016-2020 (bn cigarettes)
11.74

5.98

8.96

64,292

Estimated total tax
revenue lostfrom
c&C

2016

2017
I lliicit Whites

2018 2019
Counterfeit [l Other C&C

2020

+€1,713m on

2019 Note: C&C breakdown chart only includes Counterfeit volumes related to the brands of manufacturers participating in the empty pack/
yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally in
the country of study

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total France Consumption

Billion cigarettes 2019-20 (%)
Legal Domestic Sales (LDS) 4493 44.37 40.23 37.21 35.82 (4%)
Outflows (0.61) (0.45) (0.53) (0.73) (0.42) (42%)
Legal Domestic Consumption (LDC) 4431 43.92 39.70 36.48 35.40 (3%)
Non-Domestic Legal (ND(L)) 7.50 6.71 8.02 8.57 3.69 (57%)
Counterfeit and Contraband (C&C) 8.96 7.61 7.84 7.16 11.74 64%
Total Non-Domestic 16.46 14.31 15.86 15.73 15.44 (2%)
Total Consumption 60.77 58.23 55.56 52.21 50.83 (3%)

— Total cigarette consumption decreased by 3% to 50.8bn, with reduced legal domestic consumption and
non-domestic consumption. Whilst cigarette consumption declined in 2020 we note that fine cut grew by
1.1bn cigarette equivalents, the first growth seen during the reporting period.? Wider tobacco
consumption remained stable in 2020, compared to an average decline of 5.3% between 2016 to 2019

— C&C formed 76 % of total inflows, an increase from 46 % in 2019, with Counterfeit becoming the largest
element of illicit consumption

— Non-domestic inflows from neighbouring lower-priced markets (Spain, Belgium and Luxembourg)
decreased significantly due to COVID-19 related border closures and a change in the legal cigarette
allowance for intra-EU travel. The legal limit was changed from 800 to 200 sticks for EU travellers from
315t July 2020

— Flows from Algeria, which has historically been a significant source of inflows to France, declined by 78%
to 0.4bn cigarettes in 2020, as both air and sea travel between France and Algeria declined due to border
closures and the cessation of flights from a major air carrier in late 2019%)

Total inflows by country of origin — 2016-2020

Inflows to France

Billion cigarettes 2017 2018 2019

Counterfeit 0.16 0.16 0.46 0.84 5.98
Spain 2.63 2.84 3.61 4.08 2.77
Belgium 1.47 1.28 1.42 1.89 1.05
Luxembourg 0.84 1.09 1.15 1.26 0.72
Duty Free Labelled 2.01 1.44 1.33 1.15 0.51
Other 9.34 7.50 7.89 6.49 441
Total Inflows 16.46 14.31 15.86 15.73 15.44

Total outflows by country of origin— 2016-2020
Outflows from France

Billion cigarettes

Netherlands (0.08) (0.15) (0.10) (0.08) (0.16)
Belgium (0.03) (0.03) (0.06) (0.13) (0.07)
Switzerland (0.28) (0.07) (0.07) (0.29) (0.06)
Germany (0.03) (0.06) (0.06) (0.08) (0.06)
Other (0.19) (0.15) (0.25) (0.15) (0.07)
Total Outflows (0.61) (0.45) (0.53) (0.73) (0.42)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category

Sources: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section, (2) Euromonitor as at June 2021, (3) Volotea
Swoops _Into Algerian Market Gap Left By Aigle Azur Collapse, March 2021
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Key Tlows and Gab consumption patterns

Key inflows and outflows'?

o France
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O Destination €6.49
L
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C&C % by region'b)c)
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(a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions in grey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
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[ | Spain [ | Italy [ | Germany M Varlboro M winston 1l Lucky Strike
M scigium M Duty Free Labelled [ Other M rhilip Morris [l Camel [ Other
— Legal inflows (ND(L)) declined by 57% in 2020, with inflows from Spain, Belgium and Duty Free accounting
for most of the reduction, alongside decreased inflows from a number of smaller markets within ‘Other’
— Increasing C&C in 2020 was primarily driven by increased Counterfeit flows, which represented 11.8% of the
total cigarettes consumed in 2020
— Counterfeit volumes increased in each of the four empty pack collections in 2020, rising from 3.4% of
cigarette consumption in the first collection to 20.9% in the fourth
— 3.1% of counterfeit identified in 2020 was in plain packaging and 71% bore fake Duty Free packaging
- The highest concentration of Counterfeit was in the Tle-De-France and Auvergne-Rhéne-Alpes regions
— C&C share of consumption was highest in Languedoc-Roussillon-Midi-Pyrénées in the South of France
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
12 - 11.74 12
10 A 10

8.96

2016 2017 2018 2016 2017 2018 2019 2020
M spain I Luxembourg [ Counterfeit I Marboro M Philip Morris B Counterfeit
[ Belgium M Algeria M Other [ winston [l Camel M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Cigarettes
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-0.56bn on
2019
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C&C cigarettes
consumed

+0.16bn on
2019
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Of total consumption
was C&C

+0.22%pts
on 2019

6/64m

Estimated total tax
revenue lostfrom
c&C

4 %)

Lab Cloaretie consumption an
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
93.08 90.73

87.40 85.32 84.76

3.63

2016 2017 2018 2019 2020
Il DCc I ND(L) M c&cC

— C&C was 4.3% of total cigarette consumption in 2020, a small increase of
0.2ppton 2019

— A decline in lllicit Whites inflows to 0.55bn in 2020 was offset by an increase
in Other C&C, contributing to the overall increase in C&C

Manufactured cigarette C&C volumes and share of overall cigarette consumption —
2016-2020

25 6%
o 4

> 4%
2 3

s 2

= 2%
£ 1

po}

S0 0%

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

Breakdown of C&C consumption by type—2016-2020 (bn cigarettes)

4.80
4.20

__0.39) 3.47 3.63

2016 2017 2018 2019 2020

I lllicit Whites Counterfeit [l Other C&C

Notes: (a) C&C breakdown chart only includes Counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study, (b) In 2020, data for weighted Counterfeit packs was available for the first time in this study (historically, it
was unweighted data for Counterfeit), resulting in a more precise Counterfeit estimate for 2020

Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer tothe methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Germany Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 78.13 76.74 74.76 72.35 72.96 1%
Outflows (1.27) (1.20) (1.75) (1.80) (1.06) (41%)
Legal Domestic Consumption (LDC) 76.86 75.54 73.01 70.55 71.90 2%
Non-Domestic Legal (ND(L)) 11.42 11.00 11.61 11.30 9.23 (18%)
Counterfeit and Contraband (C&C) 4.80 4.20 2.78 3.47 3.63 5%
Total Non-Domestic 16.22 15.19 14.39 14.77 12.86 (13%)
Total Consumption 93.08 90.73 87.40 85.32 84.76 (1%)

— Total consumption declined by 1%, with an increase in legal domestic consumption more than offset
by declining non-domestic inflows. The main driver of this reduction in inflows was a 18% decline in
Legal inflows (ND(L))

— The main sources of inflows into Germany were the neighbouring markets of Poland and the Czech
Republic, which accounted for 65% of total inflows

— OQutflows from Germany declined by 41 %, with the largest reductions in outflows being to the
neighbouring markets of France and the Netherlands

Total inflows by country of origin — 2016-2020

Inflows to Germany

Billion cigarettes 2017 2018 2019

Poland 457 4.46 4.20 494 4.66
Czech Republic 5.45 5.00 4.68 4,09 3.68
Duty Free Labelled 1.71 1.22 1.29 1.44 0.86
Counterfeit 0.47 0.79 0.58 0.46 0.58
Luxembourg 0.48 0.34 0.33 0.35 0.43
Other 3.55 3.39 3.30 3.50 2.64
Total Inflows 16.22 15.19 14.39 14.77 12.86

Total outflows by country of origin— 2016-2020
Outflows from Germany

Billion cigarettes 2016 2017 2018 2019 2020
France (0.45) (0.34) (0.67) (0.71) (0.33)
Netherlands (0.20) (0.26) (0.35) (0.38) (0.22)
Switzerland (0.22) (0.21) (0.19) (0.21) (0.16)
Poland (0.05) (0.05) (0.04) (0.05) (0.09)
Austria (0.06) (0.05) (0.07) (0.08) (0.05)
Other (0.29) (0.30) (0.43) (0.36) (0.21)
Total Outflows (1.27) (1.20) (1.75) (1.80) (1.06)

Note: (a) Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included in the ‘Other’
category (b) In 2020, data for weighted Counterfeit packs was available for the first time in this study (historically, it was unweighted data for Counterfeit), resulting in a
more precise Counterfeit estimate for 2020

Source; KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows"

o Germany Duty free labelled
(0.86bn)
o Source

o Destination

' Inflow

t Outflow Netherlagg!:g(o. Poland (4.66bn)
4 €3.23

Label description:

= Germany
Country (Inflow/ 2 €6.18
Qutflow Volume)
WAP

France (0.33bn)
€8.57

C&C % by region'b)c)

Lower Saxony Berli
erlin

North Rhine-
Westphalia

Palatinate

Bavaria

ow High

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions ingrey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
12 1 121 11.42 11.00 11.61 11.30
1 1
10 A 10 4 9.23
9 - 9 -
8 - 8 -
7 1 7 1
6 - 6 -
5 - 5 -
4 4 1
3 1 3 1
2 2
11 11
0 - 0 -
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
M roland [ | Luxembourg M Austia M ral Mall M Vvarboro 1 L&V
M Czech Republic [ | Duty Free Labelled M Other M Parker & Simpson M \West M other
— Non-domestic legal (ND(L)) flows declined in 2020 as a result of border closures and travel
restrictions. The main sources of ND(L) inflows remain Poland and the Czech Republic, with the
majority of the flows considered legal due to high numbers of cross-border workers who were
largely able to travel despite COVID related border closures, and high levels of cross-border shopping
when restrictions were lifted
— C&C shares were highest in eastern Germany, with the highest share observed in Berlin
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
5, 480 54 480
4.20 4.20
4 4 A
3.47 3.47 3.63
3 3 1
1.35
2 0.46 27
0.16
1 1
0 0 -
2016 2017 2018 2019 2020 2016 2017
Bl Poland Bl Romania MM Counterfeit B Marlboro Bl L&V B Counterfeit
[0 Czech Republic M Bclarus M Other I Paival I West B Other

Note: (a) in 2020, data for weighted Counterfeit packs was available for the first timein this study (historically, it was unweighted data for Counterfeit), resulting in a more
precise Counterfeit estimate for 2020 (b) C&C breakdown chart only includes counterfeit volumes related tobrands of manufacturers who participate in the empty
pack/yellow bag surveys

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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4 %)

Lab clgarette consumptionand
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
19.26

2016 2017 2018

Il DCc I ND(L) M c&cC

— C&C declined to 3.09bn in 2020, remaining stable at 22.4% of cigarette
consumption, the second highest level of C&C incidence in this study

— Over90% of C&Cin 2020 was Counterfeit or lllicit Whites. While Counterfeit
volume reached the highestlevel recordedin the reporting period, IW volume
was at its lowest

2019 2020

— Greece recordedthe second largest Counterfeit volume in the EU, behind
France

I Manufactured cigarette C&C volumes and share of overall cigarette consumption —
O 2016-2020
— 23.6 %
I .
= .8% o) s} 0
' 25 180% __— 20%
q o 4 [¢)
Of total consumption s 4 15%
was C&C S 10%
> 2
£ 1 5%
=
+0.03 %pts £ 0 0%
on 2019 2016 2017 2018 2019 2020
Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption
] Breakdown of C&C consumption by type — 2016-2020 (bn cigarettes)
3.93
3.62 3.44
3.01 3.09
1. 2.10
i
Estimated total tax 0.56
0.67
revenue lostfrom 1.47 1.48 1.51 1.62
: 1.06
c&c 0.3k 0.27 0.27
2016 2017 2018 2019 2020
I lllicit Whites Counterfeit [l Other C&C

Note: C&C breakdown chart only includes Counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Greece Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 15.77 13.82 12.80 12.14 10.94 (10%)
Outflows (0.38) (0.34) (0.34) (0.44) (0.38) (13%)
Legal Domestic Consumption (LDC) 15.39 13.48 12.46 11.70 10.56 (10%)
Non-Domestic Legal (ND(L)) 0.25 0.24 0.27 0.20 0.12 (40%)
Counterfeit and Contraband (C&C) 3.62 3.01 3.93 3.44 3.09 (10%)
Total Non-Domestic 3.87 3.25 4.20 3.64 3.21 (12%)
Total Consumption 19.26 16.74 16.66 15.34 13.77 (10%)

— Total cigarette consumption decreased by 10%, driven by declining legal domestic sales and
decreasing non-domestic consumption

— Inflows to Greece largely comprised of Counterfeit and lllicit Whites
— Outflows declined by 13%.

— Outflows from Greece were mainly to countries for which Greece is a popular holiday
destination, such as Germany, ltaly and France

Total inflows by country of origin — 2016-2020

Inflows to Greece

Billion cigarettes 2017 2018 2019

Counterfeit 0.56 0.67 1.48 151 1.62
IWs with no country-specific labelling 1.54 1.27 2.10 1.61 1.15
Other 1.77 1.31 0.62 0.52 0.45
Total Inflows 3.87 3.25 4.20 3.64 3.21

Total outflows by country of origin— 2016-2020
Outflows from Greece

Billion cigarettes 2016 2017 2018 2019 2020
Germany (0.11) (0.12) (0.13) (0.15) (0.12)
ltaly (0.01) (0.01) (0.05) (0.02) (0.07)
France (0.09) (0.04) (0.06) (0.05) (0.04)
Netherlands (0.01) (0.01) (0.02) (0.02) (0.03)
UK (0.08) (0.08) (0.02) (0.07) (0.02)
Other (0.08) (0.07) (0.07) (0.12) (0.09)
Total Outflows (0.38) (0.34) (0.34) (0.44) (0.38)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown
other markets in the study, (c) Data not available for regions in grey .

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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ND(L) by country of origin —2016-2020 (bn ND(L) by brand - 2016-2020 (bn cigarettes)
cigarettes)
03 1 03 1
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[ | Bulgaria [ | Turkey [ | Germany M Varboro M Camel B Rothmans
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— ND(L) declined by 40% in 2020 against a backdrop of COVID-19 related travel restrictions with Duty

Free representing the largest decline (83%),
— Excluding Counterfeit, which forms 52% of C&C, Karelia was the most prevalent C&C brand,
accounting for 20% of total C&Cin 2020

C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
40 - 3.93 40 A 3.93

3.62 3.62
35 - 35 -

3.09

30 - 30 -
25 A 25 A
20 A 20 A
15 - 15 -
10 A 10 A
05 - 05 -
00 4 00 |

2016 2017 2018 2019 2020 2017 2018 2019 2020
M 1\Ws with no country-specific labelling || Bulgaria B Karclia M Winston I Counterfeit
[ Unspecified M counterfeit ™ G B Pesident I Other

I The Republic Of North Macedonia M Other
Note:  (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys

Sources: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Cigarettes
consumed

-0.64bn on
2019

2016 2017 2018 2019 2020
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— C&C decreased to 4.1 % of total consumption in 2020, reversing a longer-term
increasing trend

USDH — C&C flows declined by 0.3bn cigarettes, principally driven by a decline in lllicit

C&C cigarettes Whites and Other C&C but partly offset by a small increase in Counterfeit

consumed

-0.30bn on
2019

I Manufactured cigarette C&C volumes and share of overall cigarette consumption —
O 2016-2020
4 1/0 g o8 6.5% /2% 8%
0 E 5.4%
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Of total consumption ©
c 04 4%
was C&C IS 0.62
° 0.53 :
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2
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Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

b4om

0.62

0.32
(Ft17,335m)M
Estimated total tax 0.23
revenue lostfrom
c&C 0.07
2016 2017 2018 2019 2020

I lllicit Whites Counterfeit [l Other C&C

2€36 m on Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

019 pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Sources: (1) EUR 1 =Ft 362.32, InforEuro, European Commission, December 2020; (2) KPMG EU Flows Calculation 2020. For detailed
methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Hungary Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 7.44 7.59 7.99 8.21 7.73 (6%)
Outflows (0.73) (0.62) (0.59) (0.46) (0.25) (47%)
Legal Domestic Consumption (LDC) 6.71 6.97 7.40 7.74 7.49 (3%)
Non-Domestic Legal (ND(L)) 0.15 0.22 0.23 0.19 0.11 (44%)
Counterfeit and Contraband (C&C) 0.31 0.41 0.53 0.62 0.32 (48%)
Total Non-Domestic 0.46 0.63 0.76 0.81 0.43 (47%)
Total Consumption 7.17 7.60 8.15 8.56 7.92 (7%)

— Total consumption decreased by 7% in 2020, reversing the growth trend seen since 2016 and
primarily driven by lower non-domestic inflows against a backdrop of border closures and travel
disruption related to COVID-19

— lllicit Whites with no country-specific labelling declinedin 2020 but remained the largest source of
inflows

— Counterfeit continued to increase and reached 0.07bn in 2020, the highestin the reporting period

— Inflows from neighbouring Ukraine, historically a major source country, declined by 79% to reach
0.04bn while inflows from Belarus increased to 0.06bn

— Neighbouring Austria remains the main outflow destination from Hungary, with flows declining by
37% in 2020

Total inflows by country of origin — 2016-2020
Inflows to Hungary

Billion cigarettes 2016 2017 2018 2019 2020
IWs with no country-specific labelling 0.12 0.13 0.29 0.44 0.16
Counterfeit 0.02 0.03 0.02 0.04 0.07
Belarus 0.01 0.01 0.01 0.00 0.06
Ukraine 0.15 0.25 0.20 0.17 0.04
Duty Free Labelled 0.02 0.03 0.03 0.02 0.02
Other 0.14 0.18 0.21 0.13 0.09
Total Inflows 0.46 0.63 0.76 0.81 0.43

Total outflows by country of origin— 2016-2020
Outflows from Hungary

Billion cigarettes 2016 2017 2018 2019 2020
Austria (0.40) (0.31) (0.24) (0.23) (0.14)
Germany (0.09) (0.09) (0.112) (0.07) (0.04)
France (0.01) (0.01) (0.03) (0.02) (0.01)
Slovenia (0.01) (0.00) (0.03) (0.00) (0.01)
Other (0.23) (0.21) (0.17) (0.14) (0.04)
Total Outflows (0.73) (0.62) (0.59) (0.46) (0.25)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions in grey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
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— Legalinflows (ND(L)) declined by 44% in 2020
— The C&C decline was driven by reduced inflows of lllicit Whites with no country-specific labelling
and reduced inflows from Ukraine
— C&C consumption was highest in the North Eastregions bordering Ukraine
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
0.70 1 0.70 1
060 1 060
050 A 050
0.41
040 A 0.03 Il 0.17 040
0.00
030 030
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0.00 0.00
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IWSs with try- ific labelli Kazakhst ) )
o s with no country-specificlabeliing Ill Kazakhstan M compliment I Marshall B Counterfeit

7 Belarus I Counterfeit B Minsk M i B Other
M Ukraine M other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Total consumption —2016-2020 (bn cigarettes)
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— C&C formed 17.3% of total consumptionin 2020, a 0.2pptdecline on 2019,
with the reduction driven by lower Counterfeit flows

U@Dﬂ — No Counterfeit packs with plain packaging were found during the empty pack
survey

C&C cigarettes
consumed

-0.08bn on
2019

I Manufactured cigarette C&C volumes and share of overall cigarette consumption —
O 2016-2020

' e 08 20%
Of total consumption 3 06 15%
was C&C S 04 10%

g 0.2 5%

=)
-0.23%pts on £ 00 0%

2016 2017 2018 2019 2020

2019
Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

. . 0.12] 009 | 0.66
8801 | | o 0.17 o

0.05

Estimated total tax
revenue lostfrom

C&C
2016 2017 2018 2019 2020
€21m on I lllicit Whites Counterfeit [l Other C&C
2019 Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Ireland Consumption

Billion cigarettes 2019-20 (%)
Legal Domestic Sales (LDS) 2.90 2.73 2.75 2.55 2.70 6%
Outflows (0.09) (0.10) (0.11) (0.03) (0.03) 1%
Legal Domestic Consumption (LDC) 2.81 2.63 2.64 2.52 2.67 6%
Non-Domestic Legal (ND(L)) 0.51 0.60 0.30 0.61 0.15 (76%)
Counterfeit and Contraband (C&C) 0.71 0.80 0.76 0.66 0.59 (11%)
Total Non-Domestic 1.22 1.40 1.07 1.27 0.73 (42%)
Total Consumption 4.03 4.02 3.71 3.80 3.40 (10%)

— Total consumption declined by 10%, driven by declining non-domestic consumption against a
backdrop of travel restrictions as a result of the COVID-19 pandemic

— While total inflows to Ireland have declined by 42 %, inflows from Romania, Poland and Unspecified
sources (where it is not possible to identify the intended country of consumption) have increased

— As one of the highest priced markets in the EU, outflows from Ireland are small

Total inflows by country of origin — 2016-2020
Inflows to Ireland

Billion cigarettes 2016 2017 2018 2019 2020
Romania 0.08 0.10 0.17 0.11 0.19
Unspecified 0.00 0.01 0.00 0.00 0.11
Poland 0.11 0.10 0.10 0.06 0.09
Duty Free Labelled 0.15 0.20 0.14 0.14 0.08
UK 0.12 0.12 0.06 0.12 0.02
Other 0.76 0.87 0.59 0.84 0.23
Total Inflows 1.22 1.40 1.07 1.27 0.73

Total outflows by country of origin— 2016-2020
Outflows from Ireland

Billion cigarettes 2016 2017 2018 2019 2020
Netherlands (0.02) (0.02) (0.02) (0.01) (0.02)
France 0.00 (0.00) (0.00) (0.00) (0.01)
Other (0.07) (0.08) (0.08) (0.02) (0.00)
Total Outflows (0.09) (0.10) (0.11) (0.03) (0.03)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows!? S

Duty Free ’
O reland  Labelled (0.08bRN,

o Source

o Destination

T nflow Ireland

€12.06 f Netherlands Poland

Outflow (0.02bn) (0.09bn)
€6.49 €3.23

UK
(0.02bn)
€10.26

Label description:
Country (Inflow/
Outflow Volume)

WAP
France

(0.01bn) Romania

€8.57 (0.19bn)
€3.83

C&C % by region'b)c)

Ulster

F

" o Leinster

" |

W High
Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions ingrey
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand - 2016-2020 (bn cigarettes)
cigarettes)
07 07
0.60 0.61 0.60 0.61
06 06
05 05
04 04
0.30
03 0.03 0.04 03
02 02 0.15 (01
0.1 0.1
0.0 00
2016 2017 2018 2019 2016 2017 2018 2019 2020
[ | Duty Free Labelled [ | Spain M roland M Varlboro B v W Winston
B M itay [ Other M John Player M Camel M Other

— Legal (ND(L)) inflows declined by 76 % in 2020, driven by lower inflows from the UK and Spain

— Total C&C declined 11% in 2020 driven by reduced illicit inflows from a number of smaller markets
within the ‘Other’ category, despite an increase in illicit flows from Romania, Poland and Unspecified
origins

— Counterfeit volumes reduced to the lowest level seen in the reporting period

C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
0.9 1 09 7

0.80 0.80
08 0.76 0.8
0.7 0.7
0.6 0.6
05 05
04 04
03 03
0.2 0.2
0.1 0.1
0.0 00

2018 2019 2020 2016 2017 2018 2019 2020

M Romania I Poland MM Counterfeit I Kent I Excellence MM Counterfeit
[ Unspecified Il Moldova Bl Other 0 Marlboro HH L&M I Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lab clgarette consumptionand
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
G370 [ Sera

Cigarettes
consumed

-3.74bn on
2019

2016 2017 2018 2019 2020
Il DCc I ND(L) M c&cC

— C&C declined to 3.4% of total cigarette consumption in 2020, the lowest level
seen in the reporting period.

ZZDH — lllicit Whites and Counterfeit flows declined, partly offset by an increase in

C&C cigarettes Other C&C

consumed

-0.43bn on
2019

Manufactured cigarette C&C volumes and share of overall cigarette consumption —

O 2016-2020 5 59,
—_ . o [o)
8 Z1/0 g 5 4.8% oo 6%
. % 4 \‘N
i 4%
Of total consumption 3 3 °
was C&C S 9
© 2%
e 1
=
-0.45 %pts on 20 0%

2016 2017 2018 2019 2020

2019
Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

6427m 5

Estimated total tax
revenue lostfrom
c&C

3.49

2016 2017 2018 2019 2020
I lllicit Whites Counterfeit [l Other C&C

Note: C&C breakdown chart only includes Counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Sources: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer tothe methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Italy Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 72.05 69.33 67.46 64.63 61.74 (4%)
Outflows (0.91) (1.00) (0.97) (0.90) (0.61) (33%)
Legal Domestic Consumption (LDC) 71.14 68.33 66.50 63.73 61.13 (4%)
Non-Domestic Legal (ND(L)) 0.83 0.59 1.40 1.09 0.37 (66%)
Counterfeit and Contraband (C&C) 443 3.49 3.98 2.61 2.18 (16%)
Total Non-Domestic 5.26 4.08 5.38 3.70 2.55 (31%)
Total Consumption 76.41 72.40 71.88 67.42 63.68 (6%)

— Total cigarette consumption declined by 6% in 2020, continuing the trend seen in 2019. The decline
is principally driven by reduced legal domestic sales and is supported by the continuing growth of e-
cigarettes, heated tobacco and other smokeless products in the market®

— lllicit Whites with no country-specific labelling remains the largest inflow to Italy, albeit with a decline
of 0.22bn cigarettes in 2020

— Counterfeit volumes decreased to 0.23bnin 2020, the lowest level recorded since 2017

— Qutflows declined by 33%, against a backdrop of travel restrictions throughout 2020. France
remained the largest destination for Italian cigarettes

Total inflows by country of origin — 2016-2020
Inflows to Italy

Billion cigarettes 2016 2017 2018 2019 2020
IWs with no country-specific labelling 2.47 1.39 1.60 0.82 0.60
Slovenia 0.15 0.12 0.18 0.41 0.45
Duty Free Labelled 0.40 0.41 0.77 0.68 0.45
Counterfeit 0.20 0.26 0.29 0.48 0.23
Albania 0.02 0.01 0.08 0.08 0.09
Other 2.02 1.89 2.46 1.23 0.72
Total Inflows 5.26 4.08 5.38 3.70 2.55

Total outflows by country of origin— 2016-2020
Outflows from ltaly

Billion cigarettes 2016 2017 2018 2019 2020
France (0.40) (0.35) (0.33) (0.38) (0.31)
Germany (0.10) (0.07) (0.16) (0.10) (0.08)
Netherlands (0.07) (0.17) (0.14) (0.07) (0.06)
UK (0.05) (0.05) (0.03) (0.05) (0.03)
Other (0.29) (0.35) (0.31) (0.30) (0.12)
Total Outflows (0.91) (1.00) (0.97) (0.90) (0.61)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section (1) Euromonitor as at May 2021
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Key Tlows and Gab consumption patterns

Key inflows and outflows!?
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»

o Germany
Label description: (0.08bn)

Country (Inflow/
Outflow Volume) €6.18
WAP

France
(0.31bn)
€8.57

IWs ?vith no
ry-sp ecific labelling Dut{/
(0.60bn) Labelled (0.45bn)

C&C % by region®(©
Trentino Alto Adige
Lombardia

Liguria

alabria

Low High
Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions in grey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
15 9 15 9
1.0 A 1.0 A
0.83
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0.05 |
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[ | Duty Free Labelled [ | Spain M roland M Varboro M Camel M Chesterfield
M siovenia I Romania [ Other M winston [l L&V [ Other

— Against a backdrop of COVID-19 related travel restrictions, ND(L) declined by 66 % in 2020, with Duty
Free experiencing the largest decline

— C&C inflows from Slovenia increased in 2020, as a greater share of consumption wasfoundin areas
far from the border region, suggesting that consumption of Slovenian cigarettes in Italy was not
solely due to legal cross-border shoppers

— Friuli Venezia Giulia and the Campania regions continued to have the highest levels of C&C in 2020

C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
45 A 45 A 4.43
3.98 3.98

40 A 40 A
35 A1 35 A1
30 1 301 2.61
25 4 25 4
20 4 20 4
15 15 0.06
10 A 1.0 A
05 4 05 4

| 00 -

2016 2017 2018 2019 2020 2016 2017 2018 2019

I W with no country-specific labeling Il Albania I Regina M Winston [ Counterfeit
I Slovenia Bl Counterfeit 0 Marlboro HM Camel I Other
B Ukraine M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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2 1 Dﬂ Total consumption —2016-2020 (bn cigarettes)

2.14 2.13

Cigarettes
consumed

-0.01bn on
2019

2016 2017 2018 2019 2020
Il DCc I ND(L) M c&cC

|
— After three years of decline, C&C increased to 19.1% of total consumption,
O ADH with lllicit Whites, Counterfeit and Other C&C flows increasing

C&C cigarettes
consumed

+0.10bn on
2019

I Manufactured cigarette C&C volumes and share of overall cigarette consumption —
O 2016-2020
wg W/O 2 06 22.6% 21.1% 25%
' o 20%
S 04
Of total consumption © 15%
c
was C&C % 02 10%
£ 5%
2
+4.99 %pts 2 00 0%

on 2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

£69M

0.48

Estimated total tax
revenue lostfrom

c&cC
2016 2017 2018 2019 2020
+€19m on I lllicit Whites Counterfeit [l Other C&C
2019 Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Latvia Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 1.947 1.886 1.940 1.902 1.803 (5%)
Outflows (0.097) (0.123) (0.119) (0.116) (0.111) (4%)
Legal Domestic Consumption (LDC) 1.851 1.763 1.821 1.787 1.693 (5%)
Non-Domestic Legal (ND(L)) 0.045 0.033 0.040 0.052 0.028 (47%)
Counterfeit and Contraband (C&C) 0.552 0.481 0.451 0.302 0.406 34%
Total Non-Domestic 0.593 0.514 0.491 0.354 0.434 23%
Total Consumption 2.444 2.276 2.312 2.141 2.127 (1%)

— Total cigarette consumption saw a relatively small 1% decline in 2020, with a decline in legal
domestic consumption offset by an increase in non-domestic inflows

— Non-domestic inflows were principally driven by increased Belarus and Counterfeit inflows, as well
as an increase in a number of smaller volume inflows within the ‘Other’ category

— Finland, Estonia and Sweden continue to be the key destinations for outflows from Latvia

Total inflows by country of origin — 2016-2020
Inflows to Latvia

Billion cigarettes 2016 2017 2018 2019 2020
Belarus 0.408 0.343 0.324 0.268 0.291
Counterfeit 0.045 0.037 0.037 0.021 0.052
Other 0.139 0.133 0.130 0.065 0.092
Total Inflows 0.593 0.514 0.491 0.354 0.434

Total outflows by country of origin— 2016-2020
Outflows from Latvia

Billion cigarettes 2016 2017 2018 2019 2020
Finland (0.004) (0.017) (0.017) (0.021) (0.031)
Estonia (0.015) (0.029) (0.030) (0.009) (0.020)
Sweden (0.012) (0.017) (0.011) (0.037) (0.013)
Ireland (0.007) (0.005) (0.006) (0.006) (0.011)
Poland (0.002) (0.002) (0.005) (0.002) (0.009)
Other (0.057) (0.053) (0.050) (0.040) (0.027)
Total Outflows (0.097) (0.123) (0.119) (0.116) (0.111)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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B

C&C % by region®(©

Kurzeme

Latgale

Low High

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions in grey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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ND(L) by country of origin —2016-2020 (bn
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— ND(L) declined in 2020 to the lowest level in the reporting period against a backdrop of travel
restrictions and border closures due to COVID-19
— The majority of inflows from Belarus are considered C&C as land border crossings have a 40
cigarette import limit, leading to a low legal share
— Counterfeit inflows increased in 2020 to the highest level seen in the reporting period
— The highest levels of C&C were detected in the Latgale region bordering Belarus and Russia
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
060 17 060
050 - 050 0.406
0.016
040 1 040
0.088
0.30 A 0.30 0.052
0.024
0.20 A 020
0.10 1 0.10
0.00 - 0.00
2016 2017 2018 2019 2020 2017 2018 2019 2020
M Belarus M Tajikistan M N I Came! I Counterfeit
[0 IWs with no country-specific labelling Bl Counterfeit 0 premier Il Rothmans [ Other
I Russia I Other
Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source; (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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3 -35 3 .22
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Il DCc I ND(L) M c&cC

— C&C increased to 20.2% of cigarette consumption in 2020, continuing the
growing trend since 2018

— lllicit Whites accounted for 94% of the total C&C in 2020, with the inflow
increasing to 0.55bn cigarettes

Manufactured cigarette C&C volumes and share of overall cigarette consumption —

2016-2020

08
06
04
0.2
0.0

Volume (bn cigarettes)

2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

Breakdown of C&C consumption by type—2016-2020 (bn cigarettes)

0.57 0.57 052 054 0.58

2016 2017 2018 2019
I lllicit Whites Counterfeit [l Other C&C

Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section

108

Document Classification: KPMG Public

10 20.2% 25%
20%
15%
10%
5%
0%

(%) 81eYys



4 %)

Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Lithuania Consumption

Billion cigarettes 2019-20 (%)
Legal Domestic Sales (LDS) 3.13 2.94 2.79 2.68 241 (10%)
Outflows (0.39) (0.33) (0.29) (0.24) (0.16) (36%)
Legal Domestic Consumption (LDC) 2.74 261 2.50 2.44 2.26 (7%)
Non-Domestic Legal (ND(L)) 0.03 0.04 0.05 0.08 0.04 (51%)
Counterfeit and Contraband (C&C) 0.57 0.57 0.52 0.54 0.58 7%
Total Non-Domestic 0.60 0.61 0.57 0.62 0.62 (0%)
Total Consumption 3.35 3.22 3.07 3.06 2.88 (6%)

— Total cigarette consumption declined by 6% in 2020, driven by a decline in the legal domestic
consumption

— Non domestic inflows remained stable as an increase in C&C was offset by a decline in ND(L)

— Flows from neighbouring Belarusincreased and accounted for 88% of the inflows in 2020

Total inflows by country of origin — 2016-2020
Inflows to Lithuania

Billion cigarettes

Belarus 0.49 0.51 0.46 0.49 0.55
Other 0.12 0.10 0.11 0.14 0.07
Total Inflows 0.60 0.61 0.57 0.62 0.62

Total outflows by country of origin— 2016-2020
Outflows from Lithuania

Billion cigarettes

Germany (0.02) (0.02) (0.03) (0.04) (0.03)
UK (0.16) (0.10) (0.11) (0.07) (0.02)
Ireland (0.03) (0.02) (0.02) (0.01) (0.02)
Norway (0.09) (0.09) (0.05) (0.05) (0.02)
Sweden (0.01) (0.01) (0.00) (0.02) (0.02)
Other (0.08) (0.08) (0.07) (0.05) (0.04)
Total Outflows (0.39) (0.33) (0.29) (0.24) (0.16)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions ingrey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodolog
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ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
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— Non-domestic legal (ND(L)) flows declined by 51% in 2020, returning to similar levels seenin 2017

— Given the size of the inflow from Belarus and a low legal allowance of 40 cigarettes per person when
travelling by land across the border, the majority of this flow was considered illicit

— The highest levels of C&C were detected in the Siauliai County and Kaunas County regions

C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
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Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section

©2021 KPMG LLP, a UKlimited Mabmt\/ partnership and a member fir of the KPMG global organisation of independent member firms 111
affiliated with KPMG Intemational Limited, a private English company limited by guarantee. All rights reserved

Document Classification: KPMG Public




KPMG
L UXBMPOUrg




4 %)

Lab Cloaretie consumption an
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
U 6 Dﬂ 0.64 0.62

Cigarettes
consumed

+0.01bn on
2019

2016 2017 2018 2019 2020
Il DCc I ND(L) M c&cC

I
— C&C accounted for 2.8% of the total cigarette consumption in 2020,
O DDH increasing by 0.6ppt, but still remaining one of the lowest levels in this study
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] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

62m

Estimated total tax

revenue lostfrom 0.00
c&C mo_oo—0.00
2016 2017 2018 2019 2020
+€1m on I Illicit Whites Counterfeit [l Other C&C
2019 Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Luxembourg Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 281 2.90 3.00 3.31 3.21 (3%)
Outflows (2.28) (2.32) (2.47) (2.85) (2.74) (4%)
Legal Domestic Consumption (LDC) 0.53 0.58 0.53 0.46 0.46 2%
Non-Domestic Legal (ND(L)) 0.07 0.04 0.04 0.05 0.05 (6%)
Counterfeit and Contraband (C&C) 0.03 0.00 0.01 0.01 0.01 29%
Total Non-Domestic 0.10 0.04 0.05 0.06 0.06 1%
Total Consumption 0.64 0.62 0.58 0.52 0.52 1%

— Total consumption increased by 1% in 2020

— As Luxembourg is surrounded by higher priced neighbours, outflows are high and represent 86% of
total legal sales in 2020

— Outflows declined in 2020, reversing a longer-term trend of growth against a backdrop of border
closures and travel restrictions

— France continues to be the largest outflow destination and has the highest cigarette prices amongst
Luxembourg's neighbouring markets

— Outflows to France declinedin 2020 against a backdrop of travel restrictions and a reduction in
the legal cigarette allowance for intra-EU travellers to France. The legal limit was changed from
800 to 200 sticks for EU travellers from 31st July 2020

Total inflows by country of origin - 2016-2020

Inflows to Luxembourg

Billion cigarettes

Belgium 0.01 0.01 0.01 0.02 0.03
Germany 0.01 0.01 0.01 0.01 0.01
France 0.01 0.01 0.01 0.01 0.01
Other 0.07 0.02 0.02 0.02 0.03
Total Inflows 0.10 0.04 0.05 0.06 0.06

Total outflows by country of origin— 2016-2020
Outflows from Luxembourg

Billion cigarettes

France (0.84) (1.09) (1.15) (1.26) (0.72)
Germany (0.48) (0.34) (0.33) (0.35) (0.43)
Belgium (0.13) (0.09) (0.10) (0.18) (0.26)
Other (0.83) (0.80) (0.88) (1.06) (1.33)
Total Outflows (2.28) (2.32) (2.47) (2.85) (2.74)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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KEY TIOWS

Key inflows and outflows'

o Luxembourg

o Source

o Destination

' Inflow

' Outflow

Label description:
Country (Inflow/

Outflow Volume)
WAP Poland (0.01bn)

Belgium (0.26bn) Germany (0.43bn) €3.23
€6.25

France (0.72bn)
€8.57

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
007 4 0069 007 o 0069
006 - 006 -
005 A 005 A 0.042
0.042 0.000
004 0.002 g 04 1
003 - 003 -
002 A 002 -
001 A 0071 A
000 - 000 -
2016 2017 2018 2019 2020 2016 2017 2018
[ | Belgium M France IR Duty Free Labelled M Vvaiooro M L&V I Kent
[ | Germany M Austria I Other M winston M Camel M Other
— ND(L) flows remained relatively stable as increasing flows from Belgium were offset by declines
from France
— Poland and Slovakia were the main sources of C&Cin 2020
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
0.034
0035 1 0.034 0035 1 0.000
0.030 - 0.030 A
0025 0025
0.020 A 0.020 A
0015 0015
0.012 0.012
0010 A 0010 A
0.006 0.003 0.006 0:008
0.005 1 0.003 oLz 0.005 1 0.000 0.003
T 0.006 5005 0.006
0.000 - : 0.000 - ' — —
2016 2017 2018 2019 2020 2016 2017 2018 2019
M roland M Romania I Counterfeit [ RN B Rothmans M Counterfeit
[0 siovakia M Czech Republic M other I winston Il Marboro M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lab clgarette consumptionand
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
. . _ . .

Cigarettes
consumed

-0.18bn on
2019

2016 2017 2018 2019 2020
Il DCc I ND(L) IH c&cC

I
— C&C was 6.4% of total cigarette consumption in 2020, continuing the longer-

O ODH term declining trend

C&C cigarettes
consumed

Manufactured cigarette C&C volumes and share of overall cigarette consumption —
2016-2020

2 02 17.2% Joo
© lo)
5 oo . 15%
Of total consumption 5 9.7% .
was C&C S o
£ 5%
3
-1.49 %pts on 2 00 0%

2016 2017 2018 2019 2020

2019
Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

E6M

0.08

Estimated total tax
revenue lostfrom
c&C

2016 2017 2018 2019 2020
I lllicit Whites Counterfeit [l Other C&C

Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Malta Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 0.46 0.51 0.59 0.58 0.44 (24%)
Outflows (0.03) (0.03) (0.05) (0.03) (0.05) 49%
Legal Domestic Consumption (LDC) 0.42 0.48 0.54 0.54 0.39 (28%)
Non-Domestic Legal (ND(L)) 0.01 0.03 0.01 0.01 0.01 (52%)
Counterfeit and Contraband (C&C) 0.09 0.08 0.06 0.05 0.03 (43%)
Total Non-Domestic 0.10 0.10 0.07 0.06 0.03 (45%)
Total Consumption 0.53 0.58 0.61 0.61 0.42 (30%)

— Total cigarette consumption declinedin 2020, driven by both declines in legal domestic consumption
and non-domestic inflows

— lllicit Whites with no country-specific labelling remained the main source of inflows, and of illicit
consumption

Total inflows by country of origin — 2016-2020
Inflows to Malta

Billion cigarettes 2016 2017 2018 2019 2020
IWs with no country-specific labelling 0.06 0.05 0.04 0.03 0.02
Duty Free Labelled 0.02 0.02 0.01 0.01 0.01
Poland 0.00 0.00 0.00 0.00 0.00
Other 0.01 0.03 0.02 0.02 0.01
Total Inflows 0.10 0.10 0.07 0.06 0.03

Total outflows by country of origin— 2016-2020
Outflows from Malta

Billion cigarettes 2016 2017 2018 2019 2020
UK (0.01) (0.01) (0.01) (0.00) (0.03)
France (0.01) (0.01) (0.01) (0.02) (0.01)
Netherlands (0.00) (0.01) (0.00) (0.00) (0.00)
Other (0.01) (0.01) (0.03) (0.01) (0.01)
Total Outflows (0.03) (0.03) (0.05) (0.03) (0.05)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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KEY TIOWS

Key inflows and outflows!?

o Malta
o Source

o Destination

" Inflow

t Outflow

o

Label description: 7 ‘
Country (Inflow/ M v
Outflow Volume) o~
WAP : N

e
<4
Poland

(0.00bn)
€3.23

France
(0.01bn)
€8.57

; | i
Malta& IWs with no country-

€5.38 specific labelling
(0.02bn)

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
003 - 003 -
0.026 0.026
002 A 002 A
0.010
0.001
0.000 0.010
001 A 0.001 001 1
0.006 0.007 ¢ o0
0.000
000 - 0.00 - :
2016 2017 2018 2019 2016 2017 2018 2020
[ | Duty Free Labelled [ | Germany [ | Bulgaria M Varooro M Winston I Merrit
B ity M roland M Other M v M ral Mall [ Other
— Non-domestic legal flows declined from the majority of inflow sources in 2020
— lllicit Whites with no country-specific labelling remained the main source of illicit consumption
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
_ 0.091 -
010 0.000 01071 4,001
009 . 009 - 0.079
008 008 - 0.000
0.07 007 1 [oporit
0.060 '
0.06 0.06 A 0.034
005 _ 005 A
0.019 0,000
004 0.002 0.04 A 0.009
003 003 A
0.02 0.038 002 1
0.033
001 001 A 0:028
0.00 0.00 -
2016 2017 2018 2019 2016 2017 2018 2019 2020
B ws with no country-specific labelling M Abania B 5usiness Royals B Nero B Counterfeit
I Poland M Counterfeit [ Marlboro M av M Other
M Bulgaria M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lab Cloaretie consumption an
plalconsumption

12.01 12.16 11.89 11.81

w 1 1 Dﬂ Total consumption —2016-2020 (bn cigarettes)

Cigarettes
consumed

-0.70bn on
2019

2016 2017 2018 2019 2020

T W Loc W ND(L) W cac

J./0n

C&C cigarettes
consumed

— C&C increased to0 6.2% of total consumptionin 2020, or 0.69bn cigarettes

+0.05bn on
2019

I Manufactured cigarette C&C volumes and share of overall cigarette consumption —
O 2016-2020
_ 7.8%
6 2/0 e 12 8%
Of total consumption © 0-6 49
was C&C S 04 °
o = 2%
£ 02
+0.82%pts 2 00 0%

on 2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

b 01

Estimated total tax
revenue lostfrom

c&C
2016 2017 2018 2019 2020
+46m on I lliicit Whites Counterfeit [l Other C&C
2019 Note: C&C breakdown chart only includes Counterfeit volumes related to brands of manufacturers who participate in the empty

pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Netherlands Consumption

Billion cigarettes 2019-20 (%)
Legal Domestic Sales (LDS) 10.14 9.89 9.92 9.84 9.56 (3%)
Outflows (0.30) (0.33) (0.45) (0.29) (0.20) (30%)
Legal Domestic Consumption (LDC) 9.84 9.56 9.48 9.56 9.36 (2%)
Non-Domestic Legal (ND(L)) 1.45 1.66 1.78 161 1.06 (34%)
Counterfeitand Contraband (C&C) 0.72 0.95 0.64 0.64 0.69 8%
Total Non-Domestic 2.17 261 242 2.25 1.75 (22%)
Total Consumption 12.01 12.16 11.89 11.81 11.11 (6%)

— Total consumption declined by 6% as both legal domestic consumption and non-domestic inflows
declined

— The neighbouring lower-priced markets of Belgium and Germany were the largest sources of inflows
in 2020, albeit there were a number of changes in the major inflows:

— Germany and Duty Free inflows declined, as did smaller inflows from various other countries
(included under ‘Other’)

— Belgium, France and Bulgaria inflows increased

— Due to relatively high cigarette prices, outflows from Netherlands are usually low. They declined by
30% in 2020

Total inflows by country of origin — 2016-2020
Inflows to Netherlands

Billion cigarettes 2017 PAONK:] 2019

Belgium 0.37 0.15 0.18 0.21 0.34
Germany 0.20 0.26 0.35 0.38 0.22
France 0.08 0.15 0.10 0.08 0.16
Duty Free Labelled 0.43 0.48 0.37 0.35 0.14
Bulgaria 0.06 0.04 0.05 0.05 0.10
Other 1.04 1.53 1.36 1.18 0.79
Total Inflows 217 2.61 2.42 2.25 1.75

Total outflows by country of origin— 2016-2020
Outflows from Netherlands

Billion cigarettes 2016 2017 2018 2019 2020
Germany (0.10) (0.08) (0.08) (0.08) (0.06)
Belgium (0.06) (0.04) (0.20) (0.07) (0.06)
France (0.04) (0.05) (0.05) (0.04) (0.03)
Poland (0.01) (0.01) (0.01) (0.01) (0.03)
Other (0.10) (0.16) (0.11) (0.08) (0.02)
Total Outflows (0.30) (0.33) (0.45) (0.29) (0.20)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows'?

o Netherlands Duty Free
labelled (0.14bn) Netherlands
o Source €649
O Destination - J Poland
: 2 Germany | (003bn)
' Inflow , ’ (0.22bn) €3.23
1 outflow 285 r €6.18

Label description:
Country (Inflow/

Qutflow Volume)
WAP (0.16bn)

€8.57

France

C&C % by region'b)c)

0® ®
Groningen
Alkmaar ©
.
Amstelveen Y @® Emmen
Alphen Aan Den Rijn \... o ® Zwolle
Hilversum o—
Zoetermeer o o Almelo
,,/'—. () © Hengelo
Gouda ® .. Enschede
o
o
o
Roosendaal o WA\ ®
Breda Helmond
o
Eindhoven Venlo

O Sittard-geleen
Maastricht @ ®
Heerlen

OW High
Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions ingrey

Source: (1) KPMG EU Flows Calculatlon 2020. For detailed methodology and a list of sources, refer to the methodology sectlon
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand - 2016-2020 (bn cigarettes)
cigarettes)
1.78 1.78
18 1 18 1
1.66 1.61

16 1 16 1
14 1 14 A
12 1 1.06 12 1
10 1 10 1
08 - 008 08
06 0.06 0.08 0.08 (g -
04 04
02 02

. 00

2016 2017 2018 2019 2020 2016 2017 2018 2019 2020

[ | Germany M France IR Duty Free Labelled M Varboro Il L&M [ | Philip Morris
[ | Belgium [ | Spain M Other M Comel I Wwinston [ Other
— ND(L) declined by 34% in 2020, with the largest market-specific decline in flows from Germany
— C&C from Belgiumincreased in 2019 as travel volumes were not sufficient toaccount for the

increased inflow
— Counterfeit continued its long term increasing trend, rising to 0.09bn cigarettes
— The highest levels of C&Cin 2020 were recorded in the cities of Roosendaal, Aimelo, Helmond and

Hilversum
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
10 ; 0.95 10 - 0.95
09 09
084 o072 08
07 07
06 - 06
05 - 05
04 { KB 04
03 - 03
02 02
01 { KB 0.1
00 1 H0:08% 00

2016 2017 2018 2019 2016 2017 2018 2019 2020

M Belgium MM Luxembourg M Counterfeit I Marboro [ Camel I Counterfeit
™1 Bulgaria M Poland I Other 0 Lam Il Winston M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lab clgarette consumptionand
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
2 8 D ﬂ 2.98 2.99

Cigarettes
consumed

+0.13bn on
2019
2016 2017 2018 2019 2020
Il oc M ND(L) I c&C
|
— C&C declined to 10.1% of total consumptionin 2020, the lowest level
O ZDH observed in the reporting period, driven by declining Counterfeit and Other
C&C

C&C cigarettes
consumed

-0.07bn on
2019

I Manufactured cigarette C&C volumes and share of overall cigarette consumption —
O 2016-2020
WD 1/0 2 06 16.4% 16.7% 16.0% 20%
. (]
© 15%
. 4
Of total consumption 8 0 .
was C&C S 02 °
g 5%
2
-3.86 %pts on 2 00 0%

2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

B9

(NOK 977m)\)

0.39

Estimated total tax
revenue lostfrom
c&C

2016 2017 2018 2019 2020
I lllicit Whites Counterfeit [l Other C&C

€37m on Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

2019 pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Sources: (1) EUR1 =NOK 10.56, InforEuro, European Commission, December 2020; (2) KPMG EU Flows Calculation 2020. For detailed
methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Norway Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 1.72 1.72 1.39 1.41 191 36%
Outflows (0.04) (0.05) (0.03) (0.04) (0.01) (67%)
Legal Domestic Consumption (LDC) 1.69 1.67 1.35 1.37 1.90 39%
Non-Domestic Legal (ND(L)) 0.81 0.81 0.69 0.54 0.21 (61%)
Counterfeit and Contraband (C&C) 0.49 0.50 0.39 0.31 0.24 (23%)
Total Non-Domestic 1.30 1.31 1.08 0.85 0.45 (47%)
Total Consumption 2.98 2.99 2.43 2.22 2.35 6%

— Total cigarette consumptionincreased by 6% in 2020, as increasing legal domestic sales were partly
offset by decreasing non-domestic consumption

— Duty Free remains the largest sources of non-domestic inflows, albeit decliningin 2020
— Inflows from Poland increasedin 2020

— As one of the highest priced markets in Europe, outflows from Norway are low

Total inflows by country of origin — 2016-2020
Inflows to Norway

Billion cigarettes 2017 2018 2019

Duty Free Labelled 0.40 0.40 0.34 0.28 0.16
Poland 0.07 0.09 0.09 0.06 0.12
Lithuania 0.09 0.09 0.05 0.05 0.02
Belarus 0.01 0.02 0.01 0.00 0.02
Sweden 0.30 0.31 0.21 0.16 0.02
Other 0.43 0.40 0.38 0.28 0.11
Total Inflows 1.30 131 1.08 0.85 0.45

Total outflows by country of origin— 2016-2020
Outflows from Norway

Billion cigarettes 2016 2017 2018 2019 2020
Poland (0.00) (0.00) 0.00 (0.00) (0.00)
UK (0.01) (0.01) (0.01) 0.00 (0.00)
Sweden (0.01) (0.01) (0.01) (0.00) (0.00)
Other (0.01) (0.02) (0.02) (0.04) (0.00)
Total Outflows (0.04) (0.05) (0.03) (0.04) (0.01)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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KEY TIOWS

Key inflows and outflows'?

o Norway
o Source

o Destination

' Inflow

‘t Outflow

Label description:
Country (Inflow/

Qutflow Volume)
WAP

Duty Free
Labelled
(0.16bn)

Norway Sweden
€12.46. (0.02bn)

P €5.93
g,

L/

Lithuania
(0.02bn)
€3.57
_ Belarus
UK (0.02bn)

(0.00bn) Poland €0.66
€10.26 ; (0.12bn)
€3.23

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand - 2016-2020 (bn cigarettes)
cigarettes)
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B Sweden [ | Germany M Other M rrince M Comel [ Other

— Legalinflow (ND(L)) decline was largely driven by Duty Free and Sweden

— Within C&C, declining inflows from Counterfeit, Romania and Lithuania were partly offsetby a an

increase from Poland
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
050 050
050 4 949 050 4 049
045 A 045 A
040 A 040 039
035 A 035 A
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0.25 1 0.24 025 -
020 A 020 A
015 A 0.15 A
0.10 A 0.10 A
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0.05
0.00 - - 0.00 -
2016 2017 2018 2019 2020 2016 2017 2018 2019

I Poland M Belarus M Counterfeit I Marboro M Minsk M Counterfeit

™ Lithuania Il Romania M Other 0 Lam Il Winston M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lab clgarette consumptionan
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
40 BDH 41.08 40.50 40.89 42.26 40.60
' 037 . =l = — I

Cigarettes
consumed

-1.66bn on
2019

2016 2017 2018 2019 2020
Il DCc I ND(L) M c&cC

— C&C accounted for 8.6% of total cigarette consumption in 2020, a small
8 BDH increase from 8.5% in 2019

— lllicit Whites and Counterfeitdeclined in 2020, partially offsetby an increase
C&C cigarettes in Other C&C

d
consume — lllicit Whites formed 60% of total C&C

-0.09bn on
2019

Manufactured cigarette C&C volumes and share of overall cigarette consumption —

O 2016-2020 15.0%
O 10 12.1% 15%
: 8 9.9%
8.5% 8.6 % 10%
Of total consumption : - °

6
was C&C 4 5%
()

2
0 0%

Volume (bn cigarettes)

+0.13 %pts

on 2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

b4oam

Estimated total tax
revenue lostfrom

4.91

c&C
2016 2017 2018 2019 2020
+€3m on I Illicit Whites Counterfeit [l Other C&C
2019 Note:  C&C breakdown chart only includes Counterfeit volumes related to brands of manufacturers who participate in the empty

pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Sources: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section (1)
Euromonitor as on May 2021 (2) In Market sales data
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Poland Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 41.33 41.59 42.85 44.99 43.17 (4%)
Outflows (6.78) (6.44) (6.46) (6.85) (6.42) (6%)
Legal Domestic Consumption (LDC) 34.56 35.14 36.39 38.13 36.75 (4%)
Non-Domestic Legal (ND(L)) 0.37 0.45 0.44 0.55 0.37 (33%)
Counterfeit and Contraband (C&C) 6.16 491 4.06 3.58 3.49 (2%)
Total Non-Domestic 6.53 5.35 450 412 3.85 (7%)
Total Consumption 41.08 40.50 40.89 42.26 40.60 (4%)

— Total cigarette consumption decreased by 4% in 2020, as both legal domestic consumption and non-
domestic inflows declined, reversing an increasing total consumption trend since 2017

— This total cigarette consumption decline coincides with an increase in the adoption of other
nicotine products such as e-cigarettes, fine cut and HnB@

— Neighbouring Belarus and Ukraine remain the largest country-specific inflows, both of which
increased in 2020

— Part of this increase is driven by lllicit White brands that in prior years bore no country-specific
labelling being increasingly labelled as from Belarus or Ukraine in 2020

— This dynamic is also evident in the decline in Illicit Whites with no country-specific labelling

— Germany and UK remained the largest outflow markets. The flows to both declinedin 2020

Total inflows by country of origin — 2016-2020
Inflows to Poland

Billion cigarettes 2017 2018 2019

Belarus 2.09 1.83 1.30 1.08 1.52
Ukraine 2.10 151 0.86 0.55 0.88
Counterfeit 0.85 0.62 0.78 0.93 0.60
IWs with no country-specific labelling 0.94 0.78 0.86 0.96 0.33
Other 0.54 0.61 0.70 0.60 0.54
Total Inflows 6.53 5.35 4.50 4.12 3.86

Total outflows by country of origin— 2016-2020
Outflows from Poland

Billion cigarettes 2016 2017 2018 2019 2020
Germany (4.57) (4.46) (4.20) (4.94) (4.66)
UK (1.51) (1.39) (1.51) (1.14) (1.03)
Other (0.69) (0.60) (0.75) (0.77) (0.73)
Total Outflows (6.78) (6.44) (6.46) (6.85) (6.42)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Sources: (1) Euromonitor as on May 2021 (2) In Market sales data (3) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology
section
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Key Tlows and Gab consumption patterns

Key inflows and outflows'?

o Poland
o Source ¥

o Destination

' Inflow

t Outflow
., o ‘ Belarus
Label description: . \ (1.52bn)
Country (Inflow/ Poland
Outflow Volume) €3.23
WAP

(0.88bn)

e160

IWs with no
country-sp ecific
labelling
(0.33bn)

C&C % by region'b)c)

Warmlnsko

N}mazurskm \"

Malopolskie

Opolskie
Podkarpackie
Slaskie

ow High

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions ingrey
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand - 2016-2020 (bn cigarettes)
cigarettes)
0.55 0.55
055 - 055 -
050 A 050 A
045 A 045 1
040 1 040 A
035 A 035 A
030 1 030 1
025 A 0.00 0.02 0251
020 A 020 -
0.15 1 0.15 A
0.10 1 0.10 1
0.05 A 0.05 A
000 - 000 -
2016 2017 2018 2019 2020 2016 2017 2018 2019
[ | Germany M Ukraine M Esionia M Varboro M Winston I Chesterfield
I Duty Free Labelled M Netherlands M Other M v M Coamel M Other
— Inflows from Belarus and Ukraine are considered predominately illicit as volumes that can be legally
imported are low due to a 40 cigarette limit per land traveller
— Counterfeit declined to 0.6bn in 2020, reaching the lowest level in the reporting period
— The highest levels of C&C were recorded in the Podlaskie region bordering Belarus
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
7.00 1 7.00 1
6.00 6.00 A
5.00 500 A 4.91
4.06
400 3.49 400 1
3.00 3.00 A
2.00 2.00 A
1.00 1.00 -
0.00 0.00
2016 2017 2018 2019 2020 2016 2017 2018 2019
Bl Belarus Bl Russia I Vinsk B Queen M Counterfeit
[ Ukraine I counterfeit ™ oNz Bl rest B Other

I 1Ws with no country-specific labeling [l Other
Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lab clgarette consumptionan
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
9 1 Dﬂ 9.91 10.25 9.81 10.07

Cigarettes
consumed

-1.00bn on
2019

2016 2017 2018 2019 2020

T W Loc W ND(L) W cac

— C&C cigarette consumption decreased in 2020 to 4.4%, reversing a growing
trend since 2017

UADH — Declining C&C was primarily driven by reduced inflows of lllicit Whites and a

C&C cigarettes smaller reductionin Counterfeitinflows, partly offsetby a rise in Other C&C

consumed

-0.16bn on
2019

Manufactured cigarette C&C volumes and share of overall cigarette consumption —
0 2016-2020
= 6%
4 4 /O 2 08 5:6% 6%
- 2 06
@© o o
Of total consumption 8 04 4%
was C&C 5 0o
(o]
2 02
=)
-1.20%pts on £ 00 0%

2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

g

Estimated total tax
revenue lostfrom

c&cC
2016 2017 2018 2019 2020
-€27m on I lllicit Whites Counterfeit [l Other C&C
2019 Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Portugal Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 10.06 10.23 9.68 9.77 8.99 (8%)
Outflows (0.49) (0.37) (0.42) (0.51) (0.35) (31%)
Legal Domestic Consumption (LDC) 9.57 9.86 9.26 9.27 8.64 (7%)
Non-Domestic Legal (ND(L)) 0.14 0.18 0.19 0.25 0.04 (85%)
Counterfeit and Contraband (C&C) 0.20 0.21 0.36 0.56 0.40 (29%)
Total Non-Domestic 0.34 0.39 0.56 0.81 0.43 (46%)
Total Consumption 9.91 10.25 9.81 10.07 9.08 (10%)

— Total cigarette consumption decreased by 10% in 2020, with decreases in both legal domestic sales
and non-domestic inflows

— Non-domestic inflows declined in 2020, principally driven by a decline in lllicit Whites with no
country-specific label and flows from smaller source countries within the ‘Other’ category

— Inflows from Unspecified origins and Gibraltar increasedin 2020

— France and the UK remained the largest outflow markets from Portugal, accounting for 77% of the
total outflows. These are countries from which Portugal is a popular holiday destination

Total inflows by country of origin — 2016-2020
Inflows to Portugal

Billion cigarettes 2016 2017 2018 2019 2020
IWs with no country-specific labelling 0.05 0.11 0.14 0.31 0.13
Andorra 0.00 0.01 0.08 0.09 0.09
Unspecified 0.03 0.00 0.01 0.00 0.09
Gibraltar 0.00 0.00 0.00 0.00 0.05
Other 0.25 0.26 0.32 0.40 0.07
Total Inflows 0.34 0.39 0.56 0.81 0.43

Total outflows by country of origin— 2016-2020
Outflows from Portugal

Billion cigarettes 2016 2017 2018 2019 2020
France (0.28) (0.13) (0.24) (0.22) (0.20)
UK (0.07) (0.08) (0.04) (0.13) (0.07)
Netherlands (0.02) (0.02) (0.02) (0.03) (0.01)
Other (0.12) (0.13) (0.12) (0.13) (0.07)
Total Outflows (0.49) (0.37) (0.42) (0.51) (0.35)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section

Document Classification: KPMG Public



4 #% )

KEY TIOWS

Key inflows and outflows!?

o Portugal
o Source

o Destination

" Inflow

' Outflow

Label description:
Country (Inflow/

Outflow Volume)
WAP

UK (0.07bn)
€10.26

France
(0.20bn)
€8.57

Portugal

IWs with no country- €4.61

specific labelling
(0.13bn)

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
025 - 025 - 025
020 - 020
0.15 A 015
0.10 1 0.10
0.00
005 A 0.04 /) oo 005
0.00
0.00
000 - 0.00
2016 2017 2018 2019 2020 2016 2017 2018 2019
[ | Duty Free Labelled [ | Belgium [ | Angola M Varboro M Pall Mall Il Parisienne
M spain I Luxembourg [ Other [ R B Nobel M Other
— Non-domestic legal flows declined by 85%, against a backdrop of travel restrictions and border
closures as a result of the COVID-19 pandemic
— lllicit Whites flows remained the main source of C&C, albeit with volumes decreasing in 2020
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
060 - 060 - 056
055 A 055 A
050 A 050 A
045 045
040 040
035 035
030 030
025 025
020 020
015 0.15
0.10 0.10
005 005
0.00 0.00
2016 2017 2018 2019 2020 2017 2018 2019 2020
B Ws with no country-specific labelling M Gibraltar B Austin B American Club M Counterfeit
B Andorra Bl Counterfeit [ Hacienda M Elixyr I Other
I unspecified M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lab clgarette consumptionand
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
26 UDH 26.91 26.99 26.94 27.29 25.97
] O . . X . : . .

Cigarettes
consumed

-1.32bn on
2019

2016 2017 2018 2019 2020

T W Loc W ND(L) W cac

— C&C decreased by 1.28bn to 2.07bnin 2020, or 8% of total consumption,
which is the lowest share observed in the reporting period.

21 Dﬂ — A decline in Illicit Whites and Other C&C was partly offset by an increase in

C&C cigarettes Counterfeit volume

consumed

-1.28bn on
2019

I Manufactured cigarette C&C volumes and share of overall cigarette consumption —
O 2016-2020
' 5 i 15%
Of total consumption © : .
was C&C S ) °
£ ] 5%
2
-4.31%pts on £ 0 0%

2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)
44

4.15 3.91
3.35
(LEI,441m)D 2.07
Estimated total tax 1.54
revenue lostfrom 024
c&C -
2016 2017 2018 2019 2020

I lllicit Whites Counterfeit [l Other C&C

€143m on Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

2019 pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Sources: (1) EUR 1 = LEI 4.87, InforEuro, European Commission, December 2020, (2) KPMG EU Flows Calculation 2020. For detailed
methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Romania Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 24.13 2451 24.23 25.14 24.90 (1%)
Outflows (1.73) (1.80) (2.34) (1.44) (1.10) (23%)
Legal Domestic Consumption (LDC) 22.40 22.71 21.89 23.70 23.80 0%
Non-Domestic Legal (ND(L)) 0.11 0.13 0.14 0.24 0.10 (57%)
Counterfeit and Contraband (C&C) 4.41 4.15 3.91 3.35 2.07 (38%)
Total Non-Domestic 451 4.28 4.05 3.58 2.17 (39%)
Total Consumption 26.91 26.99 25.94 27.29 25.97 (5%)

— Total cigarette consumption declined by 5%, driven by declining non-domestic inflows against a
backdrop of border closures and travel restrictions due to the COVID-19 pandemic

— lllicit Whites with no country-specific labelling declinedin 2020, but still remained the largest source
of inflows

— The main outflow markets remained largely consistent in 2020, albeit with outflow declines largely
driven by reduced flows to the UK and smaller countries within the ‘Other’ category, partly offset by
increased outflows to France and Ireland

Total inflows by country of origin — 2016-2020
Inflows to Romania

Billion cigarettes 2017 2018 2019

IWs with no country-specific labelling 2.66 2.43 2.35 2.13 1.10
Moldova 0.64 0.94 1.00 0.57 0.35
Counterfeit 0.00 0.06 0.00 0.00 0.24
Duty Free Labelled 0.09 0.16 0.17 0.25 0.19
Other 1.12 0.69 0.53 0.63 0.28
Total Inflows 451 4.28 4.05 3.58 2.17

Total outflows by country of origin— 2016-2020
Outflows from Romania

Billion cigarettes 2016 2017 2018 2019 2020
France (0.49) (0.17) (0.31) (0.20) (0.29)
Germany (0.15) (0.19) (0.22) (0.22) (0.20)
Ireland (0.08) (0.10) (0.17) (0.11) (0.19)
UK (0.67) (0.93) (1.06) (0.44) (0.16)
Other (0.34) (0.41) (0.58) (0.48) (0.26)
Total Outflows (1.73) (1.80) (2.34) (1.44) (1.10)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows'?

o Romania
o Source

o Destination

' Inflow

t Outflow
Germany
Label description: (0.20bn)
Country (Inflow/ T Ukraine
Outflow Volume) (0.11bn)
WAP €1.60

France -~ ”ﬁi\ k

(0.29bn)
€8.57

Romania
€3.83

€1.98
IWs with no R Duty Free
country-sp ecific . labelled
labelling (1.10bn) (0.19bn)
C&C % by region'b)c)
Maramures Botosani
Satu Mare
Suceava
. Vaslui
Clui  Mures Harghita Bacau
Alba
Covasna
Brasov Vrancea
Hunedo
Buzau Tulcea
Prahova
Vale amb ovita .
lalomita
‘n
High

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions ingrey
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
024 - 0.24 024 - 0.24
0.22 022 A
0.20 0.20 A
0.18 0.18 1
0.16 0.16 1
0.14 0.14 A
012 0.10 012 1 0.10
0.10 0.10 1
008 0.00 008 A 0.01
0.06 0.06 A
0.04 0.04 A
0.02 0.02 A
0.00 0.00 -
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
[ | Duty Free Labelled M Geece R Germany M winston M Rothmans [l Dunhill
[ | Bulgaria I Ukraine [ Other M Varboro M Kent M Other

— Legalinflow (ND(L)) declines were largely driven by lower Duty Free flows and smaller countries
within the ‘Other’ category

— lllicit Whites flows remained the primary source of C&C, albeit declining in 2020

— Regional C&C was the highest in the North of the country bordering Moldova and Ukraine

C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
450 1 e 4.15 450 7 44
4.00 A . 0.03 0.15 882 3.91 16 400 A
150 1 10 0.55 ha 0.00 3.35 350 1
0.23
| 0.02 |
3.00 0.43 3.00
250 A 2.07 250 A
2.00 A 0.19 200 A
0.24
150 A 150 1
2.4
1.00 - S 2.13 1.00 -
0.00 0.00
2016 2017 2018 2019 2020 2016 2017 2018 2019

B Ws with no country-specific labelling M Bclarus B Ashima I Ritm B Counterfeit
I Moldova Bl Counterfeit [0 Marble M Compliment B Other

B Ukraine M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Cigarettes
consumed

-0.10bn on
2019

0N

C&C cigarettes
consumed

-0.09bn on
2019
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Of total consumption
was C&C

-1.22%pts on
2019
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Estimated total tax
revenue lostfrom
c&C

-€10m on
2019

kPG

Lab Clgare

Olal consumption

Total consumption —2016-2020 (bn cigarettes)

2016

2017

2018 2019

Il DCc I ND(L) M c&cC

4 %)

(6 consumptonan

2020

— C&C fellto 2.6% of cigarette consumption in 2020, the lowest in the
reporting period, driven by a decline in flows of lllicit Whites, Counterfeitand

Other C&C

Manufactured cigarette C&C volumes and share of overall cigarette consumption —
2016-2020

Volume (bn cigarettes)

0.6

04

0.2

00
2016

4.8%

5.0%

3'V

2017

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

2018 2019

Breakdown of C&C consumption by type—2016-2020 (bn cigarettes)
0.36

Note:

2017
I lliicit Whites

0.36

0.14

0.12

2018 2019
Counterfeit [l Other C&C

0.18

0.07
0.00,

2020

C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally

in the country of study

Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Slovakia Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 6.84 7.20 7.13 7.08 6.90 (3%)
Outflows (0.37) (0.37) (0.46) (0.57) (0.37) (35%)
Legal Domestic Consumption (LDC) 6.47 6.83 6.67 6.52 6.53 0%
Non-Domestic Legal (ND(L)) 0.10 0.18 0.10 0.13 0.10 (22%)
Counterfeit and Contraband (C&C) 0.24 0.36 0.36 0.27 0.18 (33%)
Total Non-Domestic 0.34 0.53 0.46 0.39 0.28 (29%)
Total Consumption 6.82 7.36 7.13 6.91 6.81 (1%)

— Total cigarette consumption declinedby 1% in 2020, driven by lower non-domestic inflows

— lllicit Whites with no country-specific labelling remained the largest source of non-domestic inflows,
albeit with declining volumesin 2020

— The main outflow markets remain neighbouring higher-priced Austria and Germany

Total inflows by country of origin — 2016-2020
Inflows to Slovakia

Billion cigarettes 2016 2017 2018 2019 2020
IWs with no country-specific labelling 0.09 0.14 0.14 0.13 0.07
Counterfeit 0.04 0.06 0.12 0.10 0.07
Czech Republic 0.03 0.07 0.02 0.06 0.06
Ukraine 0.11 0.14 0.07 0.02 0.03
Other 0.09 0.13 0.10 0.08 0.06
Total Inflows 0.34 0.53 0.46 0.39 0.28

Total outflows by country of origin— 2016-2020
Outflows from Slovakia

Billion cigarettes 2017 PAONKS] 2019

Austria (0.13) (0.17) (0.18) (0.28) (0.15)
Germany (0.05) (0.06) (0.08) (0.10) (0.10)
Czech Republic (0.03) (0.02) (0.07) (0.10) (0.03)
UK (0.09) (0.07) (0.03) (0.03) (0.03)
Other (0.07) (0.06) (0.10) (0.06) (0.05)
Total Outflows (0.37) (0.37) (0.46) (0.57) (0.37)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows'?

o Slovakia

O Source IWs with no country-
o Destination Germany (0.10bn) specific labelling (0.07b n)

' Inflow LB

Outflow

Label description: ‘ Ukraine (0.03bn)
Country (Inflow/ / €1.60

Qutflow Volume)
WAP

C&C % by region'b)c)

Zilinsky Kraj Presovsky Kraj

Trenciansky Kraj Kosicky Kraj

Banskob ystricky Kraj

Nitriansky Kraj

Tranavsky
Kraj

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions in grey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
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— Non-domestic inflows from neighbouring Czech Republic were considered predominantly legal due
to the high travel volume between the two countries
— Declining C&C inflows were largely driven by reduced lllicit Whites with no country-specific labelling
and Counterfeit flows
— The highest level of C&C was recorded in the Trenciansky Kraj region
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
040 1 040 1
0.36 0.36 0.36
035 035
030 030
025 025
020 020
0.15 0.15
0.10 010
0.05 005
000 000 -
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
B \Ws with no country-specific labeling M Czech Republic I American Club [l Minsk B Counterfeit
[ Ukraine M Counterfeit [ compliment Il Nz I Other
M Belarus M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lab clgarette consumptionan
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
270 P

Cigarettes
consumed

-0.39bn on
2019

2016 2017 2018 2019 2020

T W Loc W ND(L) W cac

— C&C declined to 5.4% of cigarette consumptionin 2020, the lowest level in
the reporting period, primarily driven by a decline in Other C&C

Uw Dﬂ — With effect from January 2020, plain packaging was required for cigarettes

C&C cigarettes and roll-your-own tobaccoin Slovenia

LTI - No counterfeit identified in the empty pack survey was in plain packaging

-0.17bn on
2019

Manufactured cigarette C&C volumes and share of overall cigarette consumption —
O 2016-2020
6 4/0 g o6 12.4% 156%
' ©
S 0,
Of total consumption 3 10%
was C&C S
S 5%
£
2
-4.64%pts on 2 0%

2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

b

Estimated total tax
revenue lostfrom

c&cC
2016 2017 2018 2019 2020
-€23m on I Illicit Whites Counterfeit [l Other C&C
2019 Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Slovenia Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 3.55 3.48 3.48 3.37 3.21 (5%)
Outflows (0.67) (0.60) (0.70) (0.73) (0.68) (6%)
Legal Domestic Consumption (LDC) 2.88 2.88 2.78 2.64 252 (4%)
Non-Domestic Legal (ND(L)) 0.10 0.06 0.23 0.17 0.06 (63%)
Counterfeit and Contraband (C&C) 0.28 0.35 0.43 0.31 0.15 (53%)
Total Non-Domestic 0.38 0.41 0.66 0.48 0.21 (57%)
Total Consumption 3.25 3.29 3.44 3.12 2.73 (12%)

— Total cigarette consumption declined by 12% in 2020 as both legal domestic consumption and non-
domestic inflows declined

— lllicit Whites with no country-specific labelling became the largest source of inflows in 2020 after the
historical major source markets of The Republic of North Macedonia, Bosnia and Herzegovina and
Croatia declined

— Qutflows from Slovenia are principally to the higher-priced neighbouring markets of Italy and Austria

Total inflows by country of origin — 2016-2020
Inflows to Slovenia

Billion cigarettes 2016 2017 2018 2019 2020
IWs with no country-specific labelling 0.01 0.03 0.04 0.05 0.06
The Republic Of North Macedonia 0.03 0.04 0.03 0.06 0.03
Bosnia And Herzegovina 0.16 0.18 0.12 0.12 0.03
Croatia 0.03 0.04 0.07 0.06 0.02
Romania 0.01 0.00 0.09 0.00 0.01
Other 0.14 0.12 0.31 0.18 0.06
Total Inflows 0.38 0.41 0.66 0.48 0.21

Total outflows by country of origin— 2016-2020
Outflows from Slovenia

Billion cigarettes 2016 2017 2018 2019 2020
ltaly (0.15) (0.12) (0.18) (0.41) (0.45)
Austria (0.37) (0.34) (0.39) (0.20) (0.11)
Other (0.15) (0.14) (0.13) (0.12) (0.12)
Total Outflows (0.67) (0.60) (0.70) (0.73) (0.68)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows'?

o Slovenia

o Source LU F]
— HebUEn) Slovenia
o Destination €5.11 €3.69

' Inflow Romania
(0.01bn)

Outflow Italy €3.83

(0.45bn)
Label description:

Country (Inflow/
Outflow Volume)
WAP

Herzegovina
(0.03bn)
€3.15

e Republicof
North Macedonia
(0.03bn)

IWs with no €1.16

country-sp ecific
labelling
(0.06b

C&C % by region'b)c)

Podravska

Savinjska %ﬁ

Osrendnjeslovenska

Jugovzhodna
Slovenija

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions in grey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
024 - 0.23 024 - 0.23
022 - 022
020 - 0.20
0.18 - 018
0.16 1 0.16
0.14 - 0.14
012 1 0.12
0.10 1 0.10
008 1 008
006 A 006
004 A 004
002 A 002
000 - 000
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020

M Coatc W Hungary [ | Duty Free Labelled M Varboro Il L&M M MVultfiter

M Romania W Italy M other M winston [ Rothmans [ Other

— Non-domestic legal flows declined against a backdrop of travel restrictions and border closures as a

result of the COVID-19 pandemic, with the largest declines in flows from Croatia and smaller
countries within the ‘Other’ category

— The decline in C&C was primarily driven by a decrease in illicit flows from Bosnia and Herzegovina
— The region of Gorenjska had the highest proportion of C&C

C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
045 1 045 - 0.43
040 A 040 A
035 A 035 A
030 A 030 A
025 - 025 -
020 { BONE0.00 020 A
0.15 1 0.15 1
0.10 1 0.10 1
0.05 A 0.05 A

0.01 .
0.00 A R 000 J
2016 2017 2018 2019 2016 2017 2018 2019

B Ws with no country-specific labelling [ | Bulgaria R B Varboro MM Counterfeit

[ The Republic Of North Macedonia I counterfeit ¥ Rodeo M Winston M Other

- Bosnia And Herzegovina - Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lab Cloaretie consumption an
plalconsumption

40 6 Dﬂ Total consumption —2016-2020 (bn cigarettes)

Cigarettes
consumed

-1.16bn on
2019
2016 2017 2018 2019 2020
Il oc M ND(L) I c&C
|
— C&C increased to 4.2% of total cigarette consumptionin 2020 or 1.71bn
w 7Dﬂ cigarettes
. — lllicit Whites declines were more than offset by increases in Other C&C, while

C&C cigarettes Counterfeit inflows remained stable

consumed

+0.21bn on
2019

I Manufactured cigarette C&C volumes and share of overall cigarette consumption —
2 2016-2020
2 a 5.0% 6%
Q
4. /O = 4.6% e 4.3% 4.2%
E 3 ¢ \‘\3E:%/-.
q e 4%
Of total consumption o,
was C&C S
- : 2%
=
2
+0.62%pts 20 0%

on 2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

baUam

1.84

Estimated total tax
revenue lostfrom
c&C

2016 2017 2018 2019 2020

I lllicit Whites Counterfeit [l Other C&C

Note: C&C breakdown chart only includes Counterfeit volumes related to brands of manufacturers who participate in the empty
pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Spain Consumption

Billion cigarettes 2016 2017 PAONRS] AONRY) 2020 2019-20 (%)
Legal Domestic Sales (LDS) 46.47 44.75 44.62 45.02 41.40 (8%)
Outflows (4.24) (5.04) (5.91) (6.61) (3.42) (48%)
Legal Domestic Consumption (LDC) 42.23 39.71 38.71 3841 37.98 (1%)
Non-Domestic Legal (ND(L)) 1.89 1.86 1.96 1.83 0.89 (51%)
Counterfeit and Contraband (C&C) 2.13 2.20 1.84 151 1.71 14%
Total Non-Domestic 4.02 4.06 3.80 3.33 261 (22%)
Total Consumption 46.25 43.77 4251 41.75 40.59 (3%)

— Total cigarette consumption decreased by 3%, largely driven by declines in non-domestic
consumption

— Gibraltar remains the largest inflow source to Spain, with flows declining by 0.25bn in 2020
— Qutflows decreased by 48% to 3.4bn in 2020
— France accountedfor 81 % of the outflows from Spain

— Against a backdrop of border closures, travel restrictions and a change in legal cigarette
allowance for intra-EU travel in France, outflows to France declinedby 32%. The legal limit was
changed from 800to 200 sticks for EU travellers from 31st July 2020

Total inflows by country of origin - 2016-2020
Inflows to Spain

Billion cigarettes 2016 2017 2018 2019 2020
Gibraltar 0.85 141 1.58 1.48 1.23
IWs with no country-specific labelling 0.58 0.65 0.50 0.59 0.64
Counterfeit 0.12 0.13 0.19 0.22 0.22
Other 2.47 1.87 153 1.04 0.51
Total Inflows 4.02 4.06 3.80 3.33 2.61

Total outflows by country of origin— 2016-2020
Outflows from Spain

Billion cigarettes 2016 2017 2018 2019 2020
France (2.63) (2.84) (3.61) (4.08) 2.77)
Other (1.62) (2.19) (2.31) (2.52) (0.65)
Total Outflows (4.24) (5.04) (5.91) (6.61) (3.42)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows'?

o Spain .
o Source

o Destination

' Inflow

Outflow

Label description:
Country (Inflow/
Outflow Volume)
WAP

Duty Free Labelled
(0.16bn)

IWs with no
country-sp ecific labelling (0.64b n)

Gibraltar(1.23bn)
C&C % by region'b)c)

. Basque
Cantabria unt

Asturias Navarra

Sy

Aragon
CastillaY Leon

Comunidad
Valenciana

Andalucia

W High
Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions in grey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
1.96 1.96
207 1.89 1.86 1.83 201 189 1.86 1.83
0.02 0.04
15 15
10 10 1 0.89
0.04
05 - 05 -
00 - 00 -
2016 2017 2018 2019 2016 2017 2018 2019 2020

M Gioraitar 1l Duty Free Labelled [ | Italy M Ducal M varboro M Camel
M Andorra W Canary Islands M other M winston M Fortuna [ Other
— Legalinflows (ND(L)) were impacted by border closures and travel disruption as a result of COVID-19

— Inflows from neighbouring Gibraltarand Andorra declined by almost 50 %

— Inflows from the Canary Islands, a popular tourist destination, declined by 81 %
— Based on traveller and frontier worker volumes, 43% of the Gibraltar inflow was consideredlegal.

The highest level of C&C incidence was observedin Andalucia, in the South of the country
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
. 2.13 2.20
20 1.84
18
16 1.51
14 0.20
12 0.22
10 0.04
08
06
04
02
00 00

2016 2017 2018 2019 2020 2016 2017 2018 2019 2020

Bl Gibrattar Bl Romania M Ducal I VManchester B Counterfeit
7 1ws with no country-specific labelling I counterfeit I American Legend Il Fortuna B Other
[ | Algeria M oOther

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lab clgarette consumptionan
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
6 ADH 6.10 5.88 5.71 5.79

Cigarettes
consumed

-0.35bn on
2019

2016 2017 2018 2019 2020
Il DCc I ND(L) M c&cC

|
— C&C declined by 0.12bn in 2020 to 8.0% of cigarette consumption, mainly

O ADH driven by a decline in Counterfeit inflows

C&C cigarettes
consumed

-1.12bn on
2019

Manufactured cigarette C&C volumes and share of overall cigarette consumption —
O 2016-2020
8 O /C) g 10 15%
: © 08
Of total consumption 3 06 10%
o 5%
£ 02
=)
-1.60%pts on £ 00 0%

2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

E91m

~,0.04 0.05 0.43
: : 0.16 0.0/
(SEK931m)M :

Estimated total tax
revenue lostfrom
c&C

2016 2017 2018 2019 2020
I lllicit Whites Counterfeit [l Other C&C

€26m on Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

2019 pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Sources: (1) EUR 1 = SEK 10.17, InforEuro, European Commission, December 2020; (2) KPMG EU Flows Calculation 2020. For detailed
methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Sweden Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 5.72 5.58 5.31 5.18 5.01 (3%)
Outflows (0.40) (0.47) (0.34) (0.29) (0.11) (63%)
Legal Domestic Consumption (LDC) 5.32 5.11 4.97 4.89 4.90 0%
Non-Domestic Legal (ND(L)) 0.27 0.40 0.46 0.35 0.10 (71%)
Counterfeit and Contraband (C&C) 0.51 0.37 0.28 0.56 0.43 (22%)
Total Non-Domestic 0.78 0.77 0.74 0.90 0.54 (40%)
Total Consumption 6.10 5.88 5.71 5.79 5.44 (6%)

— Total cigarette consumption declined by 6%, primarily driven by a reduction in non-domestic inflows
— Duty Free remainedthe largest inflow source, but declined by 34% in 2020
— Outflows declined by 63%

— Neighbouring Denmark, Finland and Norway continue to be the largest outflow countries,
accounting for 68% of total outflows

Total inflows by country of origin — 2016-2020
Inflows to Sweden

Billion cigarettes 2016 2017 2018 2019 2020
Duty Free Labelled 0.30 0.27 0.23 0.26 0.17
Poland 0.04 0.02 0.05 0.10 0.07
Belarus 0.02 0.01 0.01 0.02 0.06
Counterfeit 0.06 0.05 0.09 0.16 0.04
Lithuania 0.01 0.01 0.00 0.02 0.02
Other 0.36 0.42 0.36 0.34 0.18
Total Inflows 0.78 0.77 0.74 0.90 0.54

Total outflows by country of origin— 2016-2020
Outflows from Sweden

Billion cigarettes 2016 2017 2018 2019 2020
Denmark (0.04) (0.07) (0.03) (0.08) (0.03)
Finland (0.01) (0.02) (0.01) (0.01) (0.02)
Norway (0.30) (0.31) (0.21) (0.16) (0.02)
Other (0.06) (0.07) (0.09) (0.04) (0.03)
Total Outflows (0.40) (0.47) (0.34) (0.29) (0.11)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows'?

Duty free labelled
Norway (0.02bn)- (0.17bn)

O sweden €12.46 T

O source Lithuania

O Destination Denmark (01-b n)

1 inflow (0.03bn)

€5.33
Outflow Belarus

Poland (0.06bn)

(0.07bn) €0.66
€3.23

Label description:
Country (Inflow/
Outflow Volume)
WAP

C&C % by region'b)c)

Vasterb otten

Vasternorrland

astrikland

Vastmanland
odermanland
:Ostergotaland

Smaland
Kronoberg
Skane Blekinge
Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions in grey

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
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M Poland [ | Germany M Other M winston M L&V [ Other

— Non-domestic legal flows declined in 2020 driven by border closures and travel restrictions as a
result of the COVID-19 pandemic, with Duty Free inflows being the most impacted

— C&C declines were principally driven by reduced Counterfeit inflows

C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
06 1 0.56 06 1 056

0.51 0.51
05 A 05 A
04 A 0.37 04 A
03 1 [UEEk . 03 1
02 - 0.30 - 02 -

0.00

01 1 0.00 0.01 . 01 A

0.06 A% 000 0.09 /%%

0.02 =0 01 .

0.0 00

2016 2017 2018 2019 2016 2017 2018 2019 2020
I Belarus M Romania MM Counterfeit M winston M L&V B Counterfeit
0 Poland M Lithuania WM Other ™ Marboro M Fest M Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Lab clgarette consumptionan
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
9 7D|"| 10.95 10.29

Cigarettes
consumed

-0.11bn on
2019

2016 2017 2018 2019 2020
Il DCc I ND(L) M c&cC

|
— C&C decreased to 2.1 % of total cigarette consumption in 2020, with declines

U ZDH in both lllicit Whites and Other C&C

C&C cigarettes
consumed

-0.08bn on
2019

Manufactured cigarette C&C volumes and share of overall cigarette consumption —
2016-2020

O — 2.8% 2.8%
O § 04 3%
' ©
@©
- 2%
Of total consumption 3 02 °
was C&C s
= 1%
IS
=
-0.78 %pts on 2 00 0%

2019 2016 2017 2018 2019 2020

Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption

] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)

64/m

(CHF51m)

Estimated total tax
revenue lostfrom

c&cC
2016 2017 2018 2019 2020
£90 I lllicit Whites Counterfeit [l Other C&C
= m on
2019 Note:  C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty

pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally
in the country of study

Sources: (1) EUR1 = CHF 1.08, InforEuro, European Commission, December 2020; (2) KPMG EU Flows Calculation 2020. For detailed
methodology and a list of sources, refer to the methodology section
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total Switzerland Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 9.48 9.33 9.07 8.77 9.19 5%
Outflows (0.20) (0.30) (0.35) (0.29) (0.15) (49%)
Legal Domestic Consumption (LDC) 9.28 9.03 8.71 8.48 9.05 7%
Non-Domestic Legal (ND(L)) 1.36 111 0.95 1.07 0.47 (56%)
Counterfeit and Contraband (C&C) 0.31 0.15 0.20 0.28 0.20 (28%)
Total Non-Domestic 1.67 1.26 1.16 1.35 0.68 (50%)
Total Consumption 10.95 10.29 9.87 9.83 9.72 (1%)

— Total consumption declinedby 0.1bn in 2020 as a decline in non-domestic inflows was largely offset
by an increase in legal domestic consumption

— Border closures and travel disruption as a result of the COVID-19 pandemic has decreased inflows
from the traditional major sources

— Germany and France flows have declined driven by lower tourist volumes, albeit the number of
cross-border workers has remained relatively stable from Germany andincreased from France®

— Duty Free inflows also declined in 2020. As Switzerland is not in the EU, travellers can purchase
Duty Free cigarettes while traveling to other EU and non-EU countries by air

Total inflows by country of origin — 2016-2020
Inflows to Switzerland

Billion cigarettes 2016 2017 2018 2019 2020
Germany 0.22 0.21 0.19 0.21 0.16
Duty Free Labelled 0.53 0.51 0.38 0.34 0.14
France 0.28 0.07 0.07 0.29 0.06
Austria 0.04 0.05 0.05 0.03 0.05
Poland 0.02 0.01 0.02 0.01 0.04
Other 0.57 0.42 0.45 0.46 0.23
Total Inflows 1.67 1.26 1.16 1.35 0.68

Total outflows by country of origin— 2016-2020
Outflows from Switzerland

Billion cigarettes 2016 2017 2018 2019 2020
France (0.04) (0.07) (0.08) (0.09) (0.05)
Germany (0.05) (0.06) (0.06) (0.07) (0.04)
Netherlands (0.03) (0.05) (0.06) (0.04) (0.03)
ltaly (0.01) (0.01) (0.08) (0.03) (0.01)
Other (0.08) (0.10) (0.08) (0.06) (0.02)
Total Outflows (0.20) (0.30) (0.35) (0.29) (0.15)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Sources: (1) Switzerland Federal Statistics Bureau, Foreign border workers by canton of work, country of residence and sex; (2) KPMG EU Flows Calculation 2020. For dggailed
methodology and a list of sources, refer to the methodology section
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4 %)

Key Tlows and Gab consumption patterns

Key inflows and outflows'?

o Switzerland

o Source Netherlands
O Destination (0.03bn)

1 nflow Poland (0.04bn)
t Outflow

Label description:
Country (Inflow/
Qutflow Volume)
WAP
(0.05bn)
€8.57
Switzerland

€7.54

Duty free labelled
(0.14bn)

C&C % by region'b)c)

Schaffhausen

St Gallen

Vaud

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions ingrey
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
© 2021 KPMG LLP, a UKlimited liability partner fimn of the K C
affiliated with KPMG Intemational Limited
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
140 4 136 140 4 136
120 A 120 A
1.1 1.07 1.07
1.00 1 0.04 0.95 1.00 1
080 - 0.05 0.03 080 -
060 1 0.47 060 1 0.47
040 - 040 -
020 - 020 A
000 - 000 -
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
[ | Germany M riance Italy M Varboro M Camel M LV
[ | Duty Free Labelled M Austia M Other M winson W Lucky Strike M Other
— Legalinflows (ND(L)) declined in 2020, principally driven by reduced flows from France, Germany
and Duty Free
— Although overall C&C declined by 28%, C&C from Poland, Serbia and Austria increased
— Bern and Ticino showed the highest regional C&C incidence
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
035 - 035 -
0.31 0.31
0.30 0.28 0.30 A
025 025 1
0.20
020 020 -
0.15 0.15 A
0.10 0.00 0.10 A
0.01 0.02
005 0.00 0.02 (X% 005 1
0.00 01 0.00
0.00 0.00 -
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
I roland M The Republic Of North Macedonia B Verboro MM Camel B Counterfeit
I semia MM Counterfeit [0 winston [l Rothmans [l Other

M Austia [ Other

Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
© 2021 KPMG LLP, a UKlimited liability partnership and a member fimm of the KPMG global organisation of independent member firms 171
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Lo Ccloaretie consumption and
plalconsumption

Total consumption —2016-2020 (bn cigarettes)
38.73 38.69

36.66

Cigarettes
consumed

-2.20bn on
2019

2016 2017 2018 2019 2020

T W Loc W ND(L) W cac

— C&C as a share of total consumption increased by 0.5pptto 17.1% but
declined in actual volume terms

62Dﬂ — A decline in Other C&C was offset by an increase in both lllicit VWhites and

C&C cigarettes Counterfeit

LTI — The UK recorded the second highest Counterfeit volume in this year's study

-0.23bn on
2019

I Manufactured cigarette C&C volumes and share of overall cigarette consumption —
O 2016-2020 639
— 19.3%
/‘7 /I/ 2 10 17.8% 16.6% 17.1% 20%
g 15%
Of total consumption 5 6 10%
was C&C 5 4 °
GE-) 2 50/0
=2
0.45%pts 2 0 0%
;n 201§p = 2016 2017 2018 2019 2020
Il Counterfeit & Contraband (C&C) —e= C&C as % of consumption
] Breakdown of C&C consumption by type —2016-2020 (bn cigarettes)
6.90 7.07
st = TR
! | (056 |
(£1,996m)"
Estimated total tax
revenue lostfrom
c&cC
2016 2017 2018 2019 2020
B lllicit Whites Counterfeit [l Other C&C
+€40m on Note:  C&C breakdown chart only includes Counterfeit volumes related to brands of manufacturers who participate in the empty
2019 pack/yellow bag surveys. Total tax revenue lost represents estimated excise and VAT if C&C volumes had been consumed legally

in the country of study
Sources: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section (1) EUR 1 =
GBP 0.89, InforEuro, European Commission, December 2020,
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Manuractured cloaretie consumption
NHOWS and OUTTIoWS

Total manufactured cigarette consumption — 2016-2020

Total UK Consumption

Billion cigarettes 2020 2019-20 (%)
Legal Domestic Sales (LDS) 29.64 27.92 25.99 23.54 24.13 3%
Outflows (0.32) (0.39) (0.39) (0.32) (0.18) (43%)
Legal Domestic Consumption (LDC) 29.32 27.53 25.60 23.22 23.95 3%
Non-Domestic Legal (ND(L)) 3.86 4.25 3.99 4.10 1.40 (66%)
Counterfeit and Contraband (C&C) 5.55 6.90 7.07 5.46 5.23 (4%)
Total Non-Domestic 9.41 11.16 11.06 9.56 6.62 (31%)
Total Consumption 38.73 38.69 36.66 32.78 30.58 (7%)

— Total cigarette consumption declined by 7% in 2020, with increased legal domestic consumption
more than offset by reduced non-domestic consumption

— Counterfeit continued to increase and remained the largest non-domestic source of cigarettes in
2020. 13% of the Counterfeit packs identified in the empty pack survey were in plain packaging

— Inflows from Belarus increased to 0.66bn. Aimost all of this inflow was illicit
— Travelrestrictionsas a result of COVID-19 had a major impact on flows toand from the UK
— Totalinflows declined by 31%, with most of the decline within ND(L) (66%)

— Duty Free cigarettes and inflows from Spain, two of the largest sources historically, declined by
52% and 81 % respectively

— Total outflows from the UK declined by 43 %

Total inflows by country of origin — 2016-2020
Inflows to UK

Billion cigarettes 2017 AONRS] AONRS)

Counterfeit 0.77 0.85 0.87 2.07 2.26
Poland 151 1.39 151 1.14 1.03
Belarus 0.64 0.80 0.78 0.20 0.66
Duty Free Labelled 1.22 1.62 1.28 1.37 0.65
Spain 1.08 1.49 151 1.66 0.31
Other 4.19 5.01 5.10 3.12 1.71
Total Inflows 9.41 11.16 11.06 9.56 6.62

Total outflows by country of origin— 2016-2020
Outflows from UK

Billion cigarettes 2016 2017 2018 2019 2020
Netherlands (0.11) (0.13) (0.16) (0.08) (0.07)
France (0.04) (0.04) (0.04) (0.02) (0.04)
Ireland (0.12) (0.12) (0.06) (0.12) (0.02)
Germany (0.01) (0.03) (0.03) (0.02) (0.02)
Other (0.05) (0.08) (0.10) (0.08) (0.03)
Total Outflows (0.32) (0.39) (0.39) (0.32) (0.18)

Note: Inflow and outflow tables only show the top five sources/destinations or countries that make up 80% of total flows. Remaining flows are included inthe ‘Other’ category
Source: KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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Key Tlows and Gab consumption patterns

Key inflows and outflows!? S

O w
o Source
o Destination
' Inflow

f Poland
‘t Outflow ; (1.03bn)

Duty free
labelled (0.65bn)

Netherlands
(0.07bn)

Label description: Ireland €3.23
Country (Inflow/ (0.02bn)
Outflow Volume) €12.06

WAP
France

(0.04bn)
€8.57

Spain
(0.31bn)
€4.55

C&C % by region'b)c)

West Midlands
East of England

London
South West England

-

South East England oW High

Note: (a) For countries with both inflows and outflows, only the larger of the two flows have been shown (b) C&C scale is relative to this market and is not comparable with
other markets in the study, (c) Data not available for regions ingrey
Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
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NDIL) and Cab TIows

ND(L) by country of origin —2016-2020 (bn ND(L) by brand — 2016-2020 (bn cigarettes)
cigarettes)
45 - 45 - 4.25
40 4 3.99 40 ] 3.86
35 35 -
30 1 0.08 30 1
25 25
0.00

20 20 1
15 15
10 A 10 A
05 05

. 00

2016 2017 2018 2019 2020 2016 2017 2018 2019 2020

Il Duty Free Labelled Bl Poland Il Romania M Vvarboro MM Lambert& Butler [l John Player
M Spain I Portugal @ Other [ RN Bl Benson &Hedges [l Other
— Legal inflows (ND(L)) were impacted by border closures and travel disruption as a result of COVID-

19, with the traditionally large flows from Duty Free, Spain and Poland particularly impacted
— The highest levels of C&C were found in North East England, followed by Yorkshire and the Humber
C&C by country of origin — 2016-2020 (bn C&C by brand - 2016-2020 (bn cigarettes)
cigarettes)
80 1 80 1

7.07 7.07
. 6.90 20 | 6.90
6.0 60
50 50
40 40
30 30 1
20 20 1
10 10 1
00 00 A
2016 2017 2019 2020 2016 2017

B Poland Bl Ukraine I Marboro M Minsk I Counterfeit
I Belarus Bl Counterfeit 0 Lam I Rothmans M Other

I 1Ws with no country-specific labeling [l Other
Note: (a) C&C breakdown chart only includes counterfeit volumes related to brands of manufacturers who participate in the empty pack/yellow bag surveys

Source: (1) KPMG EU Flows Calculation 2020. For detailed methodology and a list of sources, refer to the methodology section
© 2021 KPMG LLP, a UKlimited liability partnership and a member fimm of the KPMG global organisation of independent member firms 176
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UVerview

LG (el ERG VLT IR The methodology has been tested extensively and refined to seek to ensure that it delivers robust and
and refined its justifiable results

mejchod.ology Le — Ourapproachintegrates multiple sources and custom-built analytical tools
estimatingannual

counterfeitand — 1In 2018, 2019 and 2020, the annual study (previously known as Project SUN or Project Stella) was
contrabandincidence commissioned by Philip Morris International. In 2017, Project SUN was commissioned by the Royal
across the27 EU United Services Institute (RUSI). RUSI contracted the work with funding from British American
markets and the UK Tobacco and Philip Morris International to support RUSI's broaderillicit trade research. As part of
since 2006, with this, RUSI has also produced an Occasional Paper to shed light on some of the main organised crime
Norway and dynamicsaccompanying the trendsrevealed by the KPMG data. In 2016, similarly, RUSI
Switzerland included commissioned Project Sun with funding from British American Tobacco, Philip Morris International
in the annual study and Imperial Tobacco Limited. Prior to this, between 2013-2015, Project Sun was commissioned
since2014 jointly by the four major tobacco manufacturers (British American Tobacco plc, Imperial Tobacco
Limited, JT International SA and Philip Morris International Management SA). KPMG LLP were
previously commissioned by Philip Morris International Management SAto produce reports covering
2006 t0 2012 ('Project STAR').

— Asa part of the 2018 study an external panel of experts was appointed by KPMG, with a background
in law enforcement, brand protection and tobacco control. The panelhad a mandate to review the
m ethodology, validate and challenge any assumptions used, and suggestim provements KPMG
could make, which were then implem ented in the study and the report. For details on the panel of
experts, refer to the 2018 Project Stella report

L CY G GG LT A The KPMG EU Flows Calculation is a dynamic, iterative approach thatis based on Legal Domestic Sales
based primarily on (LDS) and empty pack survey results and is used to estimate overallmanufactured cigarette volumes
objective evidence
from LDS and emp ty
pack survey results,
which are input to the
bespoke EU Flows

— The KPMG EU Flows Calculation has been developed by KPMG to specifically estimate inflows and
outflows of cigarettes between EU countries for the purpose of the annual study and report. Itis an
iterative data driven approach that uses LDS and em pty pack survey results to estimate the volume
of non-domestic outflows and inflows toand from EU Mem ber States, UK, Norway and Switzerland

Calculation — LDS are the starting point of the methodology, from which outflows of legal sales to other
countries are then subtracted to estimate Legal Dom estic Consumption (LDC)

— Inflows from other countries are then added to estimate the total consumption withina market

— This methodology has been developed by KPMG for the manufactured cigarettes market
specifically. For that reason, an assessment of the OTP market (both legalandillicit) is excluded
from the scope of this report

Empty packsurvey An empty pack survey relies purely on physical evidence, avoiding the potential for consumer bias found
results provide a in interview-based methods

robustindication of
the incidence of non-
domestic and
counterfeit packs and
country of origin

— The empty pack surveys were separately commissioned by the tobacco manufacturers and conducted
by independent market research agencies using a consistentm ethodology across allthe EU markets,
the UK, Norway and Switzerland, allowing for direct comparison of data and the identification of
inflows and outflows between all of the countries analysed

— Over 420,000 packs were collected in 2020 as part of this research

— Further detailregarding the reliability and validity of em pty pack survey, the sampling approach
andresults by country at a regionallevelare provided later in this report

— The external panel of experts involved in 2018 concluded that “the em pty pack surveyis the most
reliable and objective approach to datacollection available”

Tourism & travel Tourism and travel data provided by publicly-available 37 party sources areused to estimate genuine,
trends are used to legal non-domestic tobacco purchases (including cross-border shopping) in each market based on
CHUANEICIEREIRN BB inbound visitor inflows

domestic cigarette

Dl — United Nations World Tourism Organisation® datais the primary source used to identify travel

trends, supplemented with Euromonitor and other publicly available data

— European Commission releases® areused to calculate changesin the weighted average price of a
pack of cigarettesin the EU countries. Where flows come into a country from a higher priced
country they are assumed to be 100% legal, as there is no price incentive for smuggling

Notes:  (a) UNWTO, (b) EC Excise Duty Tables, July 2020 (Part Ill — Manufactured Tobacco)
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UVerview

There are some Giventhe complexity of measuring C&C, we recognise there are some limitations within the m ethodology
sp ecificlimitationsin
the methodology

There are broadly two types of limitations: scope exclusions and source limitations

— Scope exclusions include areas which cannot or have not been accounted for in our scope of work and
approach, such as geographic, brand (non-participating manufacturer counterfeit), category exclusions
(OTP) andlegal domestic product flows out of the EU

— Source limitations include the availability of information and the potential errorsinherent with any data
sources such as sampling criteria, coverage issues and seasonality factors

AL E R TI GTR O ER Com parison of results from alternative sources identified a few markets where country-to-country flows
TN ERAIESTSE required minor adjustment

some minor . .
. — Innearly allinstances, overall country results and flows from the KPMG EU Flows Calculation
refinements were Y ' Y

e appearedinline with estimates from other third party sources, however, in a limited number of
ry ata : e . o

instances, specific adjustments were madeto country-to-country flows where additional data
provided by third parties or manufacturers allowed for further refinement of the analysis. Refer to
page 186 for further details

country level

This methodology uses LDS, empty pack survey results and other consumer research to estimate the volume of C&C
cigarettes consumed in the EU

) ) Estimated using
Domestic consumption travel volume,
- smoking incidence
* -domestic and indicative limits

* Non- (Legal) for cross-border travel

Outflows comesile Counterfeit and Obtained by
contraband subtracting legal

cross-border
purchases from
the total non-
domestic volume

Legal Legal Domestic
Domestic Sales Consumption

Cigarette consumption (cigarettes)

*

Basedon
empty pack
survey results

This methodology was developed by KPMG. Ithas been deployed consistently since 2006, enabling comparisonstobe
made between counterfeit and contraband volumes from year to year
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Counterfeit and contraband is allocated into three constituent parts: Counterfeit, lllicit Whites and
Other C&C

Counterfeit

-

Counterfeit packets are identified by those

manufacturers participatingin the given wave of
empty pack survey research. Each manufacturer
analyses their own packaging for packs collected
and marks whether or not the pack is counterfeit

lllicit Whites are defined as cigarettes which are
usually manufacturedlegally in one country or
market but which the evidence suggests have

Counterfeit been smuggled across borders during their transit
and N - to the destination market where they have limited
contraband "I'_c't or no legal distribution and are sold without
Whites the payment of tax. KPMG has an approach to
estimate lllicit Whites brand flows using
specific criteria described on page 209
I .

‘Other C&C' comprises contraband which does
not fall within the lllicit Whites definition. It is
often Duty Paid product from both EU and non-EU
countries. There may also be counterfeit of
brands that are not trademark-owned by
participant manufacturers®

Understanding the differences between OLAF seizure data and the results of this study

Around 42% of product identified within this report is defined as ‘Other C&C'. However, when comparedto OLAF seizures
data, ‘Other C&C’' accounts for 2%-3 % of total seizures volumes

There are several possible explanationsforthis difference:

— Seizures are often intelligence led and tend to target specific manufacturing or transport operations. It is difficult to
determine what share of total illicit activity/consumption these seizures represent

— lllicit Whites and counterfeit cigarettes are typically seized in larger volumes than ‘Other C&C’, leading to these categories
having a greater volume share of seizures

— lllicit Whites may not be subject to the same high level of supply chain controls as genuine international brands. This

means that product canbe legally manufacturedin bulk in one country, with large volumes imported and distributed
illegally within another country, raising the potential for larger volume seizure events, or more seizure events

— Counterfeit cigarettes are usually seized within transport containers or via raids on the illegal factories, leading to high
volume seizure events
— 'Other C&C' is generally only available through legitimate sale locations with the relevant duty paid for the country of
purchase. This means it is generally not transportedin high volumes, with illicit flows into countries being volumes over and
above legal allowances. This high frequency but low volume approach, sometimes referredto as “bootlegging” or “ant
smuggling”, makes detection more difficult and seizures are smaller

— As the majority of ‘Other C&C’' seems to be ‘bootlegged’ or ‘ant smuggled’, even if the smuggled product is seized by law

enforcement agencies, volumes are usually below 50,000 cigarettes and are therefore less likely to be notified to OLAF
Note: (a) Cigarette packs of brands thatare not trade mark owned by participant manufacturersare not analysed and are all considered to be genuine
Source: (1)  OLAF, Q&A Fighting the illicit trade of tobacco products, 14 August 2015

KkPMG
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KPMG EUFHOWS Galcuiation

Primary information sources and tools - EU Flows Calculation

KPMG EU Flows Calculation
omestic sales .
t
- !1 il b |1 1 \g B

an

Attribute empty
pack survey
Re-iterate as inflows to other
necessary countries as
outflows from
country of study

j Remove
Add non- domestic

outflows

inflows @)

Apply empty pack Subtract
survey non- Legal domestic outflows

domestic share in consumption

country of study

The KPMG EU Flows Calculation is adynamic, iterative approach that is principallybased on LDS and empty pack
survey results

— LDS volumes are the starting point of the calculation from which outflows of legal sales to other countries are then
subtractedto estimate legal domestic consumption in a market

— Non-domestic inflows from other countries are then added back in to give an estimate for the total consumption
within a market

— The calculation is then re-iterated as necessary reflecting the relationship of inflows and outflows between all 27 EU
countries, UK, Norway and Switzerland

— Empty pack survey results provide a measurement of the share of non-domestic packs by country of origin in all markets

— Empty pack survey results provide a consistent source across all 30 markets of non-domestic packs by country of origin
from which we can estimate total product outflow from each market to the other 29 markets

Note: (a)  The methodology to identify the ND(L) and C&C components of non-domestic flows is explained in the ND(L) methodology section

KkPMG 101
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LDS data is sourced from Nielsen and other independent agencies

— Since the beginning of this annual study in 2006, LDS estimates for all brands have been sourced from Nielsen
and other independent sources

Where appropriate, external estimates of LDS have been used instead of the above approach

In certain markets, publicly available estimates of legal manufactured cigarette sales are widely used by
manufacturers, industry participants, government bodies and non-governmental organisations.

In these instances, we have deemed it more appropriate to incorporate these recognised estimates of LDS in the
KPMG EU Flows Calculation. This is the case in 2020 with:

— Latvia: LDS figure reported by the State Revenue Service
— Bulgaria: LDS figure reported by the Bulgarian Customs Authority

Source: (1) LDS data provided by Nielsen and other independent agencies. Refer to appendix section for a list of sources

m 182
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FMPLy pack survey metnodoiogy

Process

Coverage

KkPMG

© 2021 KPMG LLP, a UKlimited liability partnership and a member fimm of the KPMG

affiliatec

An empty packsurveyis a research system of collecting discarded empty cigarette packs, the results
of which are used to estimate the share of domestic (duty paid), non-dom estic and counterfeit packs
in each of the markets

— Empty pack surveysare conducted by independent market researchagencies (e.g. Nielsen, Ipsos
or MSI) in each of the countries sampled. The surveysare commissioned by the participating
manufacturers and the sampling planis designed by the agencies in conjunction with the
manufacturers to help make the sampling plan statistically representative of consumption in the
country for the whole year studied.

— Results are based ona large sample of packs collected in various population centres throughout
the countries, although the exact collection plan differs by country. Accuracy and credibility of
results is driven by sound design of the sampling plan

— Results are not subject to respondent behaviour and are therefore less prone to sampling errors
than many other alternative methodologies

— Results reflect actual overall non-domestic share and provide a good snapshot of
brands consumed

Empty pack surveysrely purely on physical evidence, avoiding the potential for consumerbias in
interview-based methods

— The independent marketresearch agencies randomly collect empty packs of any brand and
marketvariantfrom streetsand easyaccess bins

— Homes andworkplacesare not visited and the collection route specifically excludes sports
stadia, shopping malls and stations, or any other locations where non-domestic incidence is likely
to be higher as a result of a skewed population or demographic visiting these areas

— Oncepacks are collected, they are sorted by manufacturerand brand and the number of packs
with domestic versus non-domestic tax stamps counted to determine the proportion of packs
that did not originate from that jurisdiction (including Duty Free variants)

— In cases where tax stampsare not shown on a packet, health warning and packaging
characteristics are used to determine the source market and where no markings are found
they are recorded as unspecified

— For brands belonging to the major manufacturers packsare sent to the manufacturers for
analysis to determine which are genuine and which are counterfeit. Only the manufacturers can
determine this, based onink, paper and other characteristics of the packaging

— KPMG usedtheresults of the empty pack surveysto extrapolate overallconsumption in the
marketusing LDS and the percentage of non-domestic cigarettes in the marketas found through
empty pack surveys

— The process is repeated across all countries of study using an approach which iterates the level
of non-dom estic cigarettes untilallinflows and outflows are equal

The totalnumber of packs collected in each marketis not solely based on population, but is
determined by a number of factors such as the size of the market, the likelihood of high non-
domestic incidence and the manufacturers’ share of the legal market. However, the locations where
packs are collected 'in market' are based on city and regional populations to seek to ensure the
sample is nationally representative

— Smallsurveys (300-4,999 packs): Belgium, Croatia, Cyprus, Estonia, Latvia, Luxembourg, Malta,
Portugal, Slovenia

— Medium surveys (5,000-9,999 packs): Austria, Denmark, Finland, Ireland, Lithuania, Netherlands,
Norway, Slovakia, Switzerland

— Large surveys (10,000 packsor morecollected): Bulgaria, Czech Republic, France, Germany,
Greece, Hungary, Italy, Poland, Romania, Spain, Sweden, UK

f independent member firms 183
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FMPLy pack survey metnodoiogy

Estimate of non-domestic incidence on a stick basis since 2012

Overview Prior to 2012, the KPMG EU Flows Calculation assumedthat all packs collected were the same size
(20 cigarettes). In2012 the approach was updated to take into account different pack sizes, and this
approach has been continued since then

— This update to the approach was made to help give a more accurate result for the volume flows
between EU countries, as pack sizes vary ona country by country basis

Process Empty pack surveyresults provide the number of cigarettesin each packet

— Itis therefore possible to calculate the total number of sticks accounted for by the pack
collection despite the different size packs, hence improving the overallaccuracy of volume
estimations

The effect of this change on non-domestic incidence is dependent upon whether the
typicaldomestic pack size was greateror less than the average pack size of 20 ona country
by country basis

— In countries where the average domestic pack size was less than 20 cigarettes (for example,
historically most LDS in the UK and Italy were of 10 or 20 cigarette packs, givingan average
domestic pack size of less than 20 cigarettes, and in Denmark domestic cigarettes were sold in
packs of 19), then the conversion to a sticks basis is likely to decrease the proportion of
domestic cigarettes in the empty pack survey sample, giving a higher non-dom estic incidence
than estimating on a pack basis

— In countries where the average domestic pack size was greater than 20 cigarettes (for example
in Luxembourg domestic packs typically contain 20, 25 or 30 cigarettes), then the conversion to
a sticks basis waslikely toincrease the proportion of domestic cigarettes in the empty pack
survey sample, giving a lower non- dom estic incidence thanestimating on a pack basis

KkPMG 184
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-MpLy pack survey methodology

Empty pack survey methodology!"

1. Population centre 2.Pack 3.Pack 4. Pack

selection collection processing analysis

The empty packsurvey is conducted in a consistentway for each country. It follows afour step process:
1. Population centre selection

— The population centres chosen are representative of the country of study. Each population centre is divided into five sectors
(north, south, east, west and centre). Each sectoris subdivided into neighbourhoods of the same size (250 meter radius)

2.Pack collection

— Eachneighbourhood is assigned a number of discarded packs for collection based on the size of the overall population
centre in comparison with the national population. For example, in France 126 cities are sampled in each wave of 11,500
packs. Of all packs collected, 5,040 are collected in Paris, which represents over 10% of the packs collected. The
neighbourhoods sampledinclude residential, commercialandindustrial areas

— A minimum number of packs are collected from each neighbourhood. Each neighbourhood has a specific starting point and
a fixed route. The collectors accumulate as many empty packs as possible within each neighbourhood regardless of the
guota requested in the sampling plan. Packs are collected from any manufacturer regardless of whether they participate in
the survey. Collectors revisit the neighbourhood as many times as necessary in order to achieve the required quotas

— The training of collectors includes an explanation of the methodology and running of pilots prior to the collection. Eachteam
of collectors is supervised by a team leader

— An additional 5% extra packs are collected in casethere are issues with the existing sample
3.Pack processing

— The empty packs are placed into bags and stored at a safe collection point. Packs are discarded if they do not meet the
survey quality requirements (e.g. torn, unreadable, rotten). Each survey qualified pack is cleaned and placed in a transparent
nylon bag with a zipper that carries a unique barcode label indicating the serial number attributed to the pack (corresponding
to the data sheet).The details arethen entered into the survey “Data Sheet”. The packs are delivered to the participating
manufacturers inthe given wave of empty pack survey in a way that enables easy processing and identification

4. Pack analysis

— The participating manufacturers check the packets belonging to their brands to identify counterfeit and inform the agency
that collates and updates the data sheets

— These data sheets are finally provided to KPMG by the manufacturers andanalysed to estimate the non-domestic incidence
and contraband and counterfeit volumes

Source: (1)  Third party market research agencies
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EMPLy pack Survey - Adustment overview

2020 empty pack survey adjustments

Where necessary, we make adjustments to the empty pack survey results in our analysis in the form of reweighting different
packs or quarterly surveys, based on additional evidence available. Adjustments are made to correct for issues identified in the
empty pack survey. The main issues identified this year are covered below:

Empty pack
survey

1. Brand
oversampling

Explanation

Domestic
packs collected
by brand in the
empty pack
survey deviate
significantly
from the
domestic
brand shares

Method

Some brands may be oversampled which we can

check through a comparison with the LDS

KPMG assumes thatanoversampling of brands

domestically will result in an oversampling of brands
non-domestically. As a result we down-weight all non-
domestic packs from this brand to the domestic
market share

Countries where
adjustment made

France (Marlboro),
Spain (Ducal)

2. Adjustments
to specific
country flows

The flows from
some countries
appear to have
been over or under-
sampled based on
the timing of the
survey, areas
sampled, or sales
from other
countries

— Adjustments were made when the empty pack
surveys over or under sampled some flows as
highlighted by other sources of data

— Some examples include:

Border sales data from Spain, Belgium and
Luxembourg indicated that inflows from these

countries were being under sampledin the

French empty pack survey. Hence, the inflows

from these countries were adjusted

Border sales data from Slovenia indicated that

flows from Slovenia were over sampled in the
Austrian empty pack survey. Hence, the inflows
from Slovenia were adjusted

Travel data from Greece, Bulgaria, Latvia and

Romania indicated that flows from these
countries were being over sampledin the UK
empty pack survey, due to change in the timing
of the UK empty pack survey in 2020. Hence the

flows from these countries in to the UK were

adjusted. Similar over sampling was noted in the
Swiss empty pack survey for flows from Italy
and Portugal, and in the Norwegian empty pack
survey for flows from Sweden. Similar
adjustments have been made to the flows into
Switzerland and Norway

Basedon travel data from Euromonitor and
government estimates, it was observed that
Duty Free inflows were oversampledin the
French and Greek empty pack surveys.
Therefore, adjustments were made to the Duty
Free flows into both these markets

A detailed list of empty pack survey adjustments and
their impact canbe found in the following pages

Austria, France,
Greece, Norway,
Switzerland, UK
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CMPLY pack survey adustments

2020 empty pack survey — adjustments made in KPMG analysis

Country

Sample
dates

Packs

Number

collected of cities

4 %)

Austria

Belgium

Bulgaria

Croatia
Cyprus

Czech
Republic

Denmark
Estonia

Finland

KkPMG

Adjustment

Inflows from Slovenia did not reflect the decline in
traveller volumesand manufacturers' border sales
data. The flow from Slovenia was adjusted to

Inflows from Slovenia
reduced from 0.20bn to
0.11bn

Q4:Nov 6.500 24 reflect these data points, with the assumption that
cross-bordersales are the main source of inflows
to Austria from Slovenia
Q4: Oct 2,800 18 None n/a
Q1: Feb-Mar None n/a
Q2:Jun-Jul
Q3: Sep 23,200 20
Q4: Nov
Q4:Oct 3,000 None n/a
Q4:Oct 1,000 4 None n/a
Q2: May-Jun None n/a
Q4: Sep-Oct 21,004 30
Q4: Sep-Oct| 5,000 6 None n/a
Q4: Sep 3,300 14 None n/a
Q3:Aug-Sep, 5,000 10 None n/a
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CMPLY pack survey adustments

2020 empty pack survey — adjustments made in KPMG analysis

Sample
dates

Country

Packs Number
collected of cities

Adjustment

4 %)

Q1:Feb
Q2:Jun
Q3: Aug-Sep
Q4:0ct, Dec

France

46,000 126

Country flows adjustments:
Inflows from Spain, Luxembourg and Belgium
were adjusted using publicly available data
sources for localborder populations, car
ownership, average daily consumption, smoking
incidence, adult population, etc. (from sources
suchas Eurobarometer, WHO, European
EnvironmentAgency, France National Institute of
Statisticsand Economic Studies, etc.), and were
corroborated with manufacturer border sales data
(market estimates using sales data)
— Inflows were adjusted to reflect tourism
trends and border sales, which indicate
higher flows into France

Inflows from Algeria

— Empty pack surveyresults did not align
with traveller trends in 2020. Therefore,
the inflows from Algeria were adjusted to
reflect air and sea traveller trends from
publicly available data sources (Ministry of
Ecological Transition and Port of Marseille
Fos), which indicated lower flows into
France

Duty free adjustment:

— Empty pack surveyresults suggested a
decline in flows in 2020 but were not
reflective of the large declines in travel
movements. The inflows were adjusted to
reflect tourism trends and border closures
using available travel data from
Euromonitor

Brand adjustment:

— A comparison of Marlboro LDS with
domestic packs collected in the empty
pack surveyindicated thatthe brand was
oversampled in the empty pack survey.
Therefore the volum e of non-dom estic
packs were reduced, using the
assumption thatnon-domestic packs were
oversampledtothe same extent as
domestic packs

The adjustmentsabove are not mutually exclusive
andthe Duty free and Brand adjustments also
impact the Country flows adjustments

Inflows from Spain
increased from
0.99bnto02.77bn

Inflows from
Luxembourg
increased from
0.47bn t00.72bn

Inflows from
Belgium increased
from 0.48bnto
1.05bn

Inflows from
Algeria reduced
from 1.42bnto
0.44bn

France Duty Free
ND decreased from
1.02bn t0 0.51bn

Reduction of ~1bn
of non-domestic
Marlboro cigarettes

affiliated w

KkPMG
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CMPLY pack survey adustments

2020 empty pack survey — adjustments made in KPMG analysis

Sample Packs Number
Country dates collected of cities Adjustment
Germany In 2020, data for regionally-weighted counterfeit | n/a
Ever packs was available for the first time (historically,
m onz/h 120,000 43 counterfeit data provided was unweighted). The
provision of weighted data in 2020 allows a more
precise counterfeit estimate
Greece Duty free adjustment: Greece Duty Free ND
— Empty pack surveyresults highlighted an decreased from 0.33bn to
Q1: Feb increase in Duty Free inflows in 2020. 0.02bn
: However, this was not consistent with the
Q2:Jun 18,000 20 | declne i Vol T
Q3- Sep large decline in travel volumes. The
’ inflows were adjusted toreflect travel
trends and border closures using travel
data from Bankof Greece
Hungary Q3:Aug-Oct| 17,240 40 None n/a
Ireland Q3:0ct 5,000 22 None n/a
Italy Q1:Feb None n/a
Q3:Jul 30,000 85
Q4: Oct-Nov
Latvia Q4: Sep 4,900 25 None n/a
Lithuania Q4: Sep 5,800 20 None n/a
Luxemb ourg [OZNela: 200 2 None n/a
Malta Q4:Oct 1,000 8 None n/a
WEHEGERGEY Q4: Sep-Oct| 7,000 50 None n/a
Norway Country flows adjustment: Inflows from Sweden
Inflows from Sweden declined from 0.14bn to
— Empty pack survey results did not reflect 0.02bn
the large declinein traveller volumes
observedin government statistics
Q3:Oct 5,000 8 — Therefore, the non-domesticinflows from
Sweden were adjustedto bein line with
the travel volume change between 2019
and 2020, with the assumption thata large
proportion of Sweden to Norway flows are
driven by cross-border shopping
Poland Q3:Aug None n/a
Q4: Oct-Nov 26,000 40
Portugal Q3:Sep 3,000 10 None n/a
Romania Q1:Jan None n/a
Q2: May
Q3:Jul, Sep-| 12,646 42
Oct
Q4: Oct-Dec
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CMPLY pack survey adustments

2020 empty pack survey — adjustments made in KPMG analysis

4 %)

Sample Packs Number
Country dates collected ofcities Adjustment
Slovakia Q3:Sep 5,000 25 None n/a
Slovenia Q4: Sep-Oct| 3,000 8 None n/a
Spain Brand adjustment: — Inflows for Ducal
— A comparison of Ducal LDS with domestic brandreduced
packs collected in the empty pack survey from 1.75bn to
indicated that the brand was oversampled 0.81bn
Q4: Sep-Oct| 15,000 58 in thel em p_ty pack survey (specifically in
certainregions). Therefore the volume of
non-domestic packs were reduced, using
the assumption that non-domestic packs
were oversampled to the same extentas
domestic packs
Sweden Q3:Sep 10,000 29 None n/a
Switzerland Country flows adjustment: — Inflows from ltaly
Inflows from Italy and Portugal declined from
— Empty pack surveyresults suggested a 0.19bn t0 0.03bn
large increase of inflows from Italy and — Inflows from
Portugalcom pa(ed to historic;al figures and Portugal reduced
were not reflective of the decline in travel from 0.04bn to
Q3: Aug-Sep| 5,600 20 movementover 2019-20 0.01bn
— Therefore, the non-dom estic inflows from
Italy and Portugal were adjusted to be in
line with the traveller volumechange
between 2019 and 2020, with the
assumption thattravellers arethe main
source of inflows from these countries
UK Country flows adjustment: — Inflows from
Inflows from Greece, Bulgaria, Latviaand Romania Greece declined
— Empty pack surveyresults suggested a from 0.42bn to
large increase of inflows from Greece, 0.02bn
Bulgaria, Latvia and Romania which was — Inflows from Latvia
notin line with the significant decline in declined from
tourist flows over 2019-20 0.016bn 10 0.001bn
— This appears to be driven by the Q3 UK — Inflows from
pack collection period coinciding with the Bulgaria reduced
Q3: Sep-Oct| 12,700 105 period when lockdown restrictions were from 0.26bn to

lifted and international travel permitted,
which would lead to overstated non-
domestic volumesas Q3 is not
representative of the majority of the year
when travelrestrictions were in place

— Therefore, non-domestic inflows from
Greece, Bulgaria, Latvia and Romania
were adjusted to be in line with the
traveller trend (from Euromonitor and Bank
of Greece) noted between 2019 and 2020

0.08bn

— Inflows from
Romania declined
from 0.62bn to
0.16bn
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-MPLy pack survey andysls

As a sense check for the empty pack survey, the brand shares of domestic origin packs collected during the
empty pack surveys should closely reflect the brand shares seen in domestic sales data (LDS)

4 %)

If brand shares of domestic origin packs closely reflect the brand shares seen in LDS, we consider empty pack surveys to
be reflective of actual consumption in a market

This provides additional confidence that the packs identified as non-domestic also fairly reflect the volume and brands
actually consumedin that market (see the empty pack survey adjustmentin France for an exception)

As the empty pack surveys collect any brand and market variant, it should minimise any bias towards any specific brand
being collected, albeit as with any sampling process there may be sampling errors or anomalies, for which we check and
adjust appropriately

An illustrative exampleis shown below, for Poland

Comparison of LDS and domestic empty pack survey brand share, using illustrative data — Poland®

1

00%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

10.0%

12.0%

20.0%

LDS % share Empty pack survey (Dom) % share

u | &M = Marlboro mViceroy mLD mChesterfield = Parker & Simpson = Pall Mall = Other

Note:

KkPMG

(@)

i Shares of largest

i brands similar for LDS
: and empty pack

i survey domestic data

Number of ‘top’ brands shown chosen to reflect approximately two thirds of the total market on an LDS and empty pack survey basis
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EMPLy pack survey analysis

Empty pack survey comparison Comparison of empty pack survey and Yellow

Comparison of empty pack survey analysis Bag Survey, Germany - 2008-2009"2G@)bl
— A potential criticism of the em pty pack survey is that it 25% -
samples discarded cigarette packs rather than household ., 21.1%
waste and therefore does not accurately reflect household 20% - 19.9% 19.3% 19.7%
. . . . . (o]
consum ption. Sampling for household waste is impractical ®
in most countries, however it is available in Germany. The 2 15% |
household waste survey, knownas a Yellow Bag Survey § °
(YBS), is possible in Germany because household waste is 2
: - : = 10% -
sorted, mainly for the purposes of recycling, which makes =)
it possible to separate cigarette packs from other waste =
5% -
— The Yellow Bag Survey, carried out by Ipsos, collected
500 packs a month per centre from 24 waste disposal o
. . 0% -
centres throughout Germany. This resulted in over 2008 2009

120,000 weighted packs collected throughout the year,
typically a larger sample than an empty pack survey. A
comparisonwas undertaken by KPMG between different
methodologies in 2008 and 2009

m Yellow Bag Survey ® Empty pack survey

— In addition to the benefits of the higher sample size,
collections from waste disposal centres resulted in packs
coming from both household waste and public bins,
demonstrating that consum ption of illicit tobacco in the
home is unlikely to be significantly different to
consumption in public places.

Notes:  (a) The comparison between methodologies is made on a “sticks basis” in 2008 and 2009 rather than a packs basis. These were the only years for which both yellow bag survey
and empty pack survey were available

Sources: (1) MS Intelligence Research, Germany empty pack survey report, Q2 2009 (2) Ipsos empty pack surveys, 2008-2009 (3) Ipsos Yellow Bag Surveys
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NON-domestic iegal analysis

Primary information sources and tools - Non-domestic legal analysis and assumptions

Volume estimated by
travel flows, border it and
crossings, smoking Non-domestic Non-domestic @)
o — . —_— - =
incidence and legal (ND(L)) inflows (ND) e and ND - ND(L) = C&C®
additional analysis as
discussed below

(C&C)

ND(L) was estimated by analysis of travel trends, b order crossings and cigarette pricing data. C&C volumes formed the
remaining non-domestic balance after subtracting ND(L) from total non-domestic

ND(L) was estimated using 2 m ethods:
1. Countries where ND(L) is 100% of total ND

— Non-domestic cigarettes in the empty pack surveys from higher priced inbound tourist/visitor countries were categorised as legal

as long as these flows were not identifiedas Counterfeit or lllicit VWhites brands
2. Travel flowsanalysis

— Business andtourism travel data from the World Tourism Organization (UNWTO), Euromonitor, national statistics officesand

other publically available sources were used to estimate the number of trips made by travellers over the age of 18

— This totalnumber of trips was then multiplied by the average smoking prevalence of the country of origin to estimate the
totalnumber of trips where cigarettes are purchased. Smoking prevalence datafor 2020 was provided by WHO and

Euromonitor

- We assumed that the numberof packs purchased per trip is equal to the Duty Free allowance, or the indicative legal limit for

cross-bordertravel
—  Theempty packsurvey and EU Flows Calculation formthe basis of allnon-domesticanalysis. As a result, where the ND(L)

calculation was greaterthan 100% of the flow calculated by the EU Flows Calculation it is capped atthe volume generated by

the EU Flows Calculation

— Incertaincasestraveldatamay not capture the extent of cross-border travel where such travel does not entailan overnight
stay. Where this is a material source of cross-border flows, it is estimated basedon regional border populations, retail sales

data and other publicly available data

. ND(L) is Total trips
Countries o ND from Total . Total
where ND(L) is  [HeuiN VRS T :;Z‘I’e;i?""s ‘C’Vig;rrgnes X C‘Ssrrf:ifs = ND(L)
100% of total Calculation (sticks) Y (sticks)

domestic purchased

Example using illustrative data
1) Countries where ND(L)is 100% of total

Country of ND

Origin (bn sticks) ND(L) (bn sticks)

Belgium 0.78 0.78 100%

2) Travel flows analysis

Number of % of Trips where

Smokin
2 cigarettes Cigarettes ND(L)

Prevalence

Country of ND journeys Population
origin (bn sticks)™ (m)2E) 18+08@ (3)(5) purchased (m) pertrip® (bn sticks)

UK 0.62 8.63 78.6 % 19.7 1.34 200 0.27 43 %

Notes: (@) KPMG estimates the split between C&C and ND(L) by calaulating the ND(L) volume and subtracting fromthe tota inflows
(b)  Unless stated otherwise it isassumed that returning travellers purchase the indicative maximum allowed
Sources: (1)  KPMG EU Flows Calculation (2) UN WTO Tourism Factbook (3) Euromonitor (4) UNICEF (5) WHO

KkPMG
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NON-domestic Iegal anasis (2

Non-domestic legal brand split analysis and assumptions

Illustrative example of ND(L) by brand approach

Empty pack survey
legitimate brand share ND(L) from Country A
from Country A (%)

ND(L) by brand from

Country A

Illustrative example of Brand Share calculation

Non-domestic Brands from Country A
(as per empty pack survey)

Excluded

Brand A Brand B Brand C Brand D

Empty pack survey legitimate brand share from Country A (%)

Having estimated the volume of ND(L) inflows on a country basis as detailed on the previous page, the
brand share was estimated by analysis of the brands that were found in the empty pack survey from that

country

The ND(L) inflow from each source country was split into brands by using the following approach

— lllicit Whites brands and Counterfeit packs were excluded from being potentially classified as ND(L) as these brands are
always C&C, leaving only brands that could have potentially legal inflow volumes

— For the remaining potentially legal brands, the ND(L) percentage share was estimated to be the same as the non-domestic
share of these brands

— ND(L) volume by brand was estimatedas the product of the total ND(L) inflow and the brand percentage share

KkPMG 194
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NON-domestIC Iegal adustiments

2020 non-domestic legal adjustments

Country Adjustment

Austria ND(L) from Czech Rep ublic
Assumed to be predominately legal due to the countries’ proximity and high non-tourism travel volumes

ND(L) from Slovenia
Assumed to be predominately legal due to high non-tourism travel volumes

ND(L) from Slovakia

ND(L) in Eastern Border areas from Slovakia assumed to be predominately legal given large price differentials
and opportunities for Austrians to cross-border shop

Belgium ND(L) from Luxemb ourg
Assumed to be predominately legal due to high non-tourism travel volumes

Bulgaria None

Croatia None

Cyprus None

Czech Rep ublic None

Denmark None

Estonia None

Finland None

France Changeinintra-EU cigarette cross-border legal limit

France Authorities changed the legally allowed pack limit from 40 packs to 10 packs for all EU countries with
effect from 1st August 2020. 2020 ND(L) was re-calculated on a pro-rata basis (using travellers volume by
month) from allEU origins to account for the change in the legal limit

ND(L) from Sp ain, Belgium and Luxembourg

In addition to tourist ND(L), ND(L) flows into France were increased to account for legal flows from border
shoppers (using data points on local border populations, car ownership, average daily consumption, smoking
incidence, adult population, etc. to estimate the volume of cigarettes that could be bought legally by French
smokers near the border). Border shopping is common in these bordering and cheaper markets, and border
shopper crossings are not captured in tourist data

ND(L) from Algeria

ND(L) in France from Algeria was estimated using traveller volumes from the WTO and Bulletin Statistics, and
traveller research carried out at airports in Algeria by Kantar TNS (‘Tobacco brought back from Algeria to France
by travellers of direct flights’, May 2018) thatindicated that33% of travellers carry tobacco products from
Algeria to France. The indicative legal limit remains 200 cigarettes

ND(L) from Duty Free

Duty Free ND(L) was increased by 0.1bn to account for non-smokers who buy Duty Free cigarettes who would
not be capturedinour ND(L) estimation methodology. This adjustmentis based on consumerresearch by
Counter Intelligence Retail Ltd (French Nationality Tobacco Shopper/Buyer Report, May 2016) carried out on
Duty Free tobacco shoppers. This adjustment is also made in the UK and Germany where similar research exists
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NON-domestIC Iegal adustiments

2020 non-domestic legal adjustments

Country Adjustment

Germany ND(L) from Czech Rep ublic

Given borders were closed to travellers for only part of the year (approximately 3 months), free movement of
workers continued throughout the year, apparent cross-border sales stock piling by consumersahead of and
after border closure periods, and Czech packs being found in a similar regionaland brand mix in the 2020 em pty
pack surveyas in 2019, the ND(L) share in 2020 has been assumed to be same as 2019. Czech Republic ND(L)
was calculatedat 3.30bn

ND(L) from Poland
Given free movement of workers continued throughout the year, apparent cross-border sales stock piling by
consumers ahead of and after border closure periods, and Polish packs being found in a similar regionaland

brand mix in the 2020 empty pack surveyas in 2019, the ND(L) share in 2020 has beenassumed to be same as
2019. Poland ND(L) was calculated at 3.76bn

ND(L) from Duty Free

Duty Free ND(L) was increased by 0.10bn to account for non-smokers who buy Duty Free cigarettes who would
not be capturedin our ND(L) estimation methodology. This adjustmentis based on consumerresearch carried
out on Duty Free tobacco shoppers. This adjustment is also made in the UK and France where similar research
exists

ND(L) from Luxemb ourg
Assumed to be predominately legal due to the high number of border crossings

Greece None

Hungary None

Ireland None

Italy ND(L) from Greece

The ND(L) flow from Greeceinto ltaly has beenreducedto 0.01bn (from an original 0.07bn) to reflect the trend
in tourism figures and border closures using data from Euromonitor

ND(L) from Spain
The ND(L) flow from Spaininto ltaly has been reducedto 0.02bn (from an original 0.06bn) to reflect the trend in
tourism figures and border closures using data from Euromonitor

ND(L) from Duty Free

The Duty Free ND(L) is declining as per the travel sources used across the 30 countries of study. However,
travel statistics from the Bank of Italy indicate a higher decline in travelmovement. The ND(L) flow has been
adjusted toreflect these figures, reducing Duty Free ND(L) from 0.16bn to 0.13bn

Latvia None

Lithuania None
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NON-domestIC Iegal adustiments

2020 non-domestic legal adjustments

Country Adjustment

Luxemb ourg None

Malta None

Netherlands None

Norway ND(L) from Sweden
Assumed to be predominately legal due to the high number of border crossings for shopping. Cigarettesare a
popular border shopping purchase as pricesin Sweden are almosthalf that of Norway

ND(L) from World Wide Duty Free

Assumed to be predominately legal. As Norway is a non-EU market, Norwegians can purchase Duty Free when
travellingtothe EU and abroad

Poland None

Portugal None

Romania None

Slovakia None

Slovenia None

Spain ND(L) from Andorra

ND(L) was increased to 0.13bn (from an original 0.04bn). This is to reflect additional border crossings (sourced
from 2019 Nielsen study ‘Volume assessment (amongvisitors) Andorra2019" and 2020 travel datafrom
Euromonitor) overand above those recorded by the WTO, using our standard ND(L) calculation methodology.
The Andorra flow is considered predominately legal given the large number of tourist and cross border workers
and shoppers

ND(L) from Canary Islands

ND(L) has beenincreasedto 0.02bn (from an original 0.0bn) to reflect 2020 tourist border crossings (sourced
from government data, and not recorded in WTO travel data), and this flow is considered predominately legalas
it is supported by tourism numbers

ND(L) from Gibraltar

ND(L) has been adjusted to 0.53bn. This is to reflect governmentdataon total border crossings in 2020 of 5.3m
(as these do not get capturedin WTO traveller data). These are then split between tourists and workers
(sourced from HM Governmentof Gibraltar: Frontier workers by nationality, 2020 (Employment department) and
Land frontier visitor arrivals, 2020 (Tourism department)). The relevant smoking prevalence for workersand
tourists, adult population and purchase assumptions are then used to calculate total ND(L)

Sweden None

Switzerland ND(L) from Germany and France
Assumed to be predominately legal given its proximity and large number of tourists and cross border workers

ND(L) from World Wide Duty Free
Assumed to be predominately legal. As Switzerland is a non-EU market, Swiss can purchase Duty Free when
travelling tothe EU and abroad

197

© 2021 KPMG LLP, a UKlimited ligbility part
affiliated with KPMG Intemational Limited,

Document Classification: KPMG Public



4 %)

NON-domestIC Iegal adustiments

2020 non-domestic legal adjustments

Adjustment

ND(L) from Poland

The smoking prevalenceof Polish visitors to the UK was increased from 23.2% to 24.3 % to correspond to the
proportions of male to female visitors (there were more male than female visitors from Poland, with men having
a higher smoking prevalence, as sourced from the Office for National Statistics (Visits to and spending in UK: by
sex, purpose of visit and country of residence 2019 and extrapolated for 2020)

The smoking prevalenceof UK visitors to Poland was also updated to 20.7 % (the Polish smoking prevalence) to
account for the fact that a large majority of these UK visitorsare Polish, as sourced from the Office for National
Statistics (Number of visits to specified countries: by main country visited and nationality 2019 and extrapolated
for 2020). Packs broughtto the UK by Polish visitors was increased from 2 to 37 (based on previous consumer
research provided by PMI pre 2016). This increased ND(L) from 0.11bn to 0.23bn

ND(L) from Romania

Packs brought to the UK by Romanian visitors were increased from 2 to 40 (based on previous consumer
research provided by PMI pre 2016). Given the large price differentials between the UK and Romania, and the
Romanian population in the UK, these travellers may be resident or working in the UK with the price incentive to
purchase cigarettes up to the indicative legal limit. This increased ND(L) from 0.01bn to 0.06bn

ND(L) from Duty Free

Duty Free ND(L) was increased by 0.1bn to account for non-smokers who buy Duty Free cigarettes who would
not be capturedin our ND(L) estimation m ethodology. This adjustmentis based on consumerresearch by
Counter Intelligence Retail Ltd (British Nationality Tobacco Shopper/ Buyer Report, May 2016) carried out on
Duty Free tobacco shoppers. This adjustment is also made in France and Germany where similarresearch exists
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NON-domestic iegal analysis

Primary information sources and tools - 2020 non-domestic legal major flow calculations

Austria
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
) Outbound ) ) o ) ) )
Czech Republic ﬁ Figure based on tourism statistics and border region consumption analysis 0.29bn
nboun
Outbound . .
Hungary —_— Flows considered predominantly legal 0.14bn
Inbound
) Outbound
Slovenia W Figure based on tourism statistics and borderregion consumption analysis 0.10bn
) Outbound ) . . ) ) )
Slovakia ﬁ Figure based on tourism statistics and borderregion consumption analysis 0.08bn
nboun
Others 0.24bn
Total 0.86bn
Belgium
Country # of border Population Smoking Smoker Packs per # of ND(L) Total
crossings 18+ prevalence trips trip cigarettes volume ND(L)
Outbound ] )
Luxembourg —_— Flows considered predominantly legal 0.26bn
Inbound
Outbound ] )
France —_— Flows considered predominantly legal 0.07bn
Inbound
Outbound ) )
Netherlands —_— Flows considered predominantly legal 0.06bn
Inbound
Outbound ) )
Germany S — Flows considered predominantly legal 0.03bn
Inbound
Others 0.13bn
Total 0.55bn
Bulgaria
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Outbound ) }
Turkey —_— Flows considered predominantly legal 0.01bn
Inbound
. Outbound ) )
Romania —_— Flows considered predominantly legal 0.01bn
Inbound
. Outbound 0.083m 83 % 35% 0.01m 10 200 0.00bn
Serbia 0.01bn
Inbound 0.30m 83 % 36% 0.09m 2 40 0.00bn
Outbound ) )
Germany — Flows considered predominantly legal 0.00bn
Inbound
Others 0.07bn
Total 0.09bn

Note: Predominantly legal indicates that for the purposes of this report we have classified the flows as 100% NDI(L), but recognise in reality that an element of the flow could be illidt as
smuggling or imports over the allowed limits may occur
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NON-domestic iegal analysis

Primary information sources and tools - 2020 non-domestic legal major flow calculations

Croatia
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
B osnia And Outbound 0.04m 83 % 33% 0.01Tm 10 200 0.00bn 0.00b
: . n
Herzegovina Inbound 0.18m 82% 29% 0.04m 2 40 0.00bn
Outbound ) ]
Germany B — Flows considered predominantly legal 0.00bn
Inbound
) Outbound 0.03m 83 % 33% 0.01Tm 10 200 0.00bn
Serbia 0.00bn
Inbound 0.06m 83 % 36% 0.02m 40 0.00bn
. Outbound
Czech Republic S — Flows considered predominantly legal 0.00bn
Inbound
Others 0.02bn
Total 0.03bn
Cyprus
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Outbound
Greece Inbound Flows considered predominantly legal 0.00bn
) Outbound 0.00m 80% 30% 0.00m 10 200 0.00bn
Ukraine 0.00bn
Inbound 0.05m 82% 21% 0.01m 2 40 0.00bn
) Outbound 0.00m 80% 30% 0.00m 10 200 0.00bn
Afghanistan 0.00bn
Inbound 0.00m 51% 0% 0.00m 2 40 0.00bn
) Outbound 0.00m 80% 30% 0.00m 10 200 0.00bn
Albania 0.00bn
Inbound 0.00m 79% 24% 0.00m 2 40 0.00bn
Others 0.01bn
Total 0.01bn

Czech Republic

Country #of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Outbound
Germany S — Flows considered predominantly legal 0.03bn
Inbound
. Outbound
Slovakia —_— Flows considered predominantly legal 0.03bn
Inbound
Outbound . .
Poland _— Flows considered predominantly legal 0.02bn
Inbound
Qutbound ) )
Hungary —— Flows considered predominantly legal 0.01bn
Inbound
Others 0.06bn
Total 0.15bn

Note: Predominantly legal indicates that for the purposes of this report we have classified the flows as 100% NDI(L), but recognise in reality that an element of the flow could be illidt as

smuggling or imports over the allowed limits may occur
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Primary information sources and tools - 2020 non-domestic legal major flow calculations

4 %)

Denmark
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Outbound ) ]
Sweden S — Flows considered predominantly legal 0.03bn
Inbound
Germany M Flows considered predominantly legal 0.01bn
Inbound
Outbound 0.11m 80% 15% 0.01m 40 800 0.01bn
Poland 0.01bn
Inbound 0.07m 82% 23% 0.01m 2 40 0.00bn
Outbound ) .
Turkey _— Flows considered predominantly legal 0.00bn
Inbound
Others 0.06bn
Total 0.12bn
Estonia
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
| atvia Outbound Flows considered predominantly legal 0.02bn
Inbound
Finland M Flows considered predominantly legal 0.00bn
Inbound
) Outbound 0.11m 81% 26 % 0.02m 2 40 0.00bn
Russia 0.00bn
Inbound 0.09m 79% 27% 0.02m 2 40 0.00bn
) Outbound 0.01m 81% 26 % 0.00m 40 800 0.00bn
B ulgaria 0.00bn
Inbound 0.00m 83 % 35% 0.00m 2 40 0.00bn
Others 0.01bn
Total 0.04bn
Finland
Country # of border  Population Smoking Packs per # of ND(L)
crossings 18+ prevalence trip cigarettes volume
. Outbound 0.35m 81% 16 % 0.05m 40 800 0.04bn
Estonia 0.04bn
Inbound 0.04m 81% 26 % 0.01m 2 40 0.00bn
i Outbound 0.10m 81% 16 % 0.01m 40 800 0.01bn
Latvia 0.01bn
Inbound 0.01m 81% 32% 0.00m 2 40 0.00bn
Outbound 0.09m 81% 16 % 0.01m 40 800 0.01bn
Sweden 0.01bn
Inbound 0.171m 79% 12% 0.01m 2 40 0.00bn
) Outbound 0.19m 81% 16 % 0.02m 10 200 0.00bn
Russia 0.01bn
Inbound 0.12m 79% 27% 0.03m 2 40 0.00bn
Others 0.05bn
Total 0.11bn

Note: Predominantly legal indicates that for the purposes of this report we have classified the flows as 100% NDI(L), but recognise in reality that an element of the flow could be illidt as

smuggling or imports over the allowed limits may occur

KkPMG

Document Classification: KPMG Public

201




4 %)

NON-domestic iegal analysis

Primary information sources and tools - 2020 non-domestic legal major flow calculations

France
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
: Outbound ) . . . . .
Spain ﬁ Figure based on tourism statistics and borderregion consumption analysis 1.58bn
nboun
Belgium M Figure based on tourism statistics and borderregion consumption analysis 0.45bn
Inbound
tal Outbound 0.31b
a —_— i i . n
y Inbound Flows considered predominantly legal
Outbound
Germany Inbound Figure based on tourism statistics and borderregion consumption analysis 0.19bn
Others 1.17bn
Total 3.69bn
Germany
Country # of border Population Smoking Smoker Packs per # of ND(L) Total
crossings 18+ prevalence trips trip cigarettes volume ND(L)
Outbound ) . . . . .
Poland ﬁ Figure based on tourism statistics and borderregion consumption analysis 3.76bn
nboun
) Outbound . . - . . .
Czech Republc ~——— Figure based on tourism statistics and border region consumption analysis 3.30bn
Inbound
Qutbound ) ) o ) ) )
Luxembourg ﬁ Figure based on tourism statistics and borderregion consumption analysis 0.42bn
nboun
Outbound . . . ) . .
Austria ﬁ Figure based on tourism statistics and borderregion consumption analysis 0.26bn
nboun
Others 1.49bn
Total 9.23bn
Greece
Country # of border Population Smoking Smoker Packs per # of ND(L) Total
crossings 18+ prevalence trips trip cigarettes volume ND(L)
) Outbound ) ) L . . .
B ulgaria ﬁ Figure based on tourism statistics and borderregion consumption analysis 0.03bn
nboun
Outbound . .
Turkey _ Flows considered predominantly legal 0.01bn
Inbound
Albania M Flows considered predominantly legal 0.01bn
Inbound
Germany M Flows considered predominantly legal 0.01bn
Inbound
Others 0.06bn
Total 0.12bn

Note: Predominantly legal indicates that for the purposes of this report we have classified the flows as 100% NDI(L), but recognise in reality that an element of the flow could be illidt as
smuggling or imports over the allowed limits may occur
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NON-domestic iegal analysis

Primary information sources and tools - 2020 non-domestic legal major flow calculations

Hungary
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Outbound 0.34 82% 27 % 0.08 10 200 0.02b
Ukraine aboun m > ° m " 0.026n
Inbound 0.96m 82% 21% 0.17m 2 40 0.01bn
. Outbound ) .
Austria _— Flows considered predominantly legal 0.01bn
Inbound
Romania M Flows considered predominantly legal 0.01bn
Inbound
Outbound
Germany ~utbound Flows considered predominantly legal 0.01bn
Inbound
Others 0.06bn
Total 0.11bn
Ireland
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
UK M Flows considered predominantly legal 0.02bn
Inbound
Spain Outbound Flows considered predominantly legal 0.02bn
Inbound
Outbound
Italy utbound Flows considered predominantly legal 0.01bn
Inbound
Outbound 0.10m 76 % 20% 0.02m 40 800 0.01bn
Poland 0.01bn
Inbound 0.10m 82% 23 % 0.02m 2 40 0.00bn
Others 0.07bn
Total 0.15bn
Italy
Country # of border  Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
) Outbound 0.16m 84% 22% 0.03m 40 800 0.02bn
Slovenia 0.04bn
Inbound 2.21m 82% 21% 0.37m 2 40 0.01bn
. Outbound ) ) o ) i )
Spain ﬁ Figure based on tourism statistics and borderregion consumption analysis 0.02bn
nboun
Outbound 0.08m 84% 22% 0.02m 40 800 0.01bn
Romania 0.02bn
Inbound 0.70m 81% 23% 0.13m 2 40 0.01bn
Outbound
Poland S E— Flows considered predominantly legal 0.02bn
Inbound
Others 0.27bn
Total 0.37bn

Note: Predominantly legal indicates that for the purposes of this report we have classified the flows as 100% NDI(L), but recognise in reality that an element of the flow could be illidt as
smuggling or imports over the allowed limits may occur
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NON-domestic iegal analysis

Primary information sources and tools - 2020 non-domestic legal major flow calculations

Latvia
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
) ) Outbound ) .
Lithuania _ Flows considered predominantly legal 0.00bn
Inbound
) Outbound 0.06m 81% 32% 0.02m 2 40 0.00bn
Russia 0.00bn
Inbound 0.32m 79% 27 % 0.07m 2 40 0.00bn
) Outbound ) .
Estonia _— Flows considered predominantly legal 0.00bn
Inbound
Outbound 0.12m 81% 32% 0.03m 2 40 0.00bn
Belarus 0.00bn
Inbound 0.13m 80% 24% 0.03m 2 40 0.00bn
Other 0.02bn
Total 0.03bn
Lithuania
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Poland M Flows considered predominantly legal 0.01bn
Inbound
Outbound 0.58m 82% 24% 0.12m 2 40 0.00bn
Belarus 0.01bn
Inbound 0.08m 80% 24% 0.01m 2 40 0.00bn
L atvia Outbound | Flows considered predominantly legal 0.00bn
Inbound
Outbound ) )
Germany E—— Flows considered predominantly legal 0.00bn
Inbound
Other 0.02bn
Total 0.04bn
Luxembourg
Country # of border  Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
i Outbound . .
Belgium E—— Flows considered predominantly legal 0.03bn
Inbound
Outbound . .
Germany _ Flows considered predominantly legal 0.01bn
Inbound
France Outbound Flows considered predominantly legal 0.01bn
Inbound
. Outbound ) ]
Austria EE— Flows considered predominantly legal 0.00bn
Inbound
Others 0.01bn
Total 0.05bn

Note: Predominantly legal indicates that for the purposes of this report we have classified the flows as 100% NDI(L), but recognise in reality that an element of the flow could be illidt as

smuggling or imports over the allowed limits may occur
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NON-domestic iegal analysis

Primary information sources and tools - 2020 non-domestic legal major flow calculations

Malta

ND(L)
volume

Country

# of border Population
crossings 18+

Smoking
prevalence

Smoker Packs per # of
trips trip cigarettes

Italy Outbound | Flows considered predominantly legal 0.00bn
Inbound
Outbound 0.02m 83 % 22% 0.00m 40 800 0.00bn
Germany 0.00bn
Inbound 0.12m 84 % 26 % 0.03m 2 40 0.00bn
Outbound 0.00 83 % 22% 0.00 40 800 0.00b
Poland Lboun m ° ° m " 0.00bn
Inbound 0.07m 82% 23% 0.01m 2 40 0.00bn
. Outbound 0.00m 83 % 22% 0.00m 40 800 0.00bn
B ulgaria 0.00bn
Inbound 0.01m 83 % 35% 0.00m 2 40 0.00bn
Other 0.00bn
Total 0.01bn

Netherlands

Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Outbound . )
Germany _— Flows considered predominantly legal 0.22bn
Inbound
) Outbound 1.21m 81% 19% 0.19m 40 800 0.15bn
Belgium 0.16bn
Inbound 1.28m 80% 23% 0.24m 2 40 0.01bn
Outbound . .
France _ Flows considered predominantly legal 0.16bn
Inbound
Qutbound ) )
Spain E—— Flows considered predominantly legal 0.08bn
Inbound
Other 0.45bn
Total 1.06bn
Poland
Country # of border  Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Outbound
Germany —_— Flows considered predominantly legal 0.09bn
Inbound
) Outbound 0.39m 82% 23% 0.07m 2 40 0.00bn
Ukraine 0.04bn
Inbound 5.11Tm 82% 21% 0.89m 2 40 0.04bn
Outbound . .
Netherlands _— Flows considered predominantly legal 0.03bn
Inbound
) Outbound . .
Estonia _— Flows considered predominantly legal 0.02bn
Inbound
Other 0.19bn
Total 0.37bn

Note: Predominantly legal indicates that for the purposes of this report we have classified the flows as 100% NDI(L), but recognise in reality that an element of the flow could be illidt as

smuggling or imports over the allowed limits may occur
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NON-domestic iegal analysis

Primary information sources and tools - 2020 non-domestic legal major flow calculations

Portugal

Country

# of border
crossings

# of
cigarettes

ND(L)
volume

Smoker
trips

Population
18+

Smoking
prevalence

Packs per
trip

Spain Outbound | Flows considered predominantly legal 0.01bn
Inbound
} Outbound . .
Belgium _— Flows considered predominantly legal 0.00bn
Inbound
Outbound 0.01Tm 83 % 24% 0.00m 40 800 0.00bn
Luxembourg 0.00bn
Inbound 0.03m 81% 20% 0.00m 2 40 0.00bn
Outbound 0.04m 83 % 24% 0.01m 10 200 0.00bn
Angola 0.00bn
Inbound 0.00m 47 % 0% 0.00m 2 40 0.00bn
Others 0.02bn
Total 0.04bn
Romania
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
) Outbound ) )
B ulgaria —_— Flows considered predominantly legal 0.02bn
Inbound
Outbound ) )
Greece — Flows considered predominantly legal 0.02bn
Inbound
) Outbound 0.27m 81% 23% 0.05m 10 200 0.01bn
Ukraine 0.01bn
Inbound 0.34m 82% 21% 0.06m 2 40 0.00bn
Outbound
Germany — Flows considered predominantly legal 0.00bn
Inbound
Others 0.05bn
Total 0.10bn
Slovakia
Country # of border  Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
. Outbound i ) L i ) )
Czech Republic ﬁ Figure based on tourism statistics and borderregion consumption analysis 0.05bn
nboun
Outbound ) .
Hungary _— Flows considered predominantly legal 0.01bn
Inbound
) Outbound 0.12m 81% 27% 0.03m 10 200 0.01bn
Ukraine 0.01bn
Inbound 0.32m 82% 21% 0.06m 2 40 0.00bn
Poland Outbound Flows considered predominantly legal 0.01bn
Inbound
Others 0.03bn
Total 0.10bn

Note: Predominantly legal indicates that for the purposes of this report we have classified the flows as 100% NDI(L), but recognise in reality that an element of the flow could be illidt as
smuggling or imports over the allowed limits may occur
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NON-domestic iegal analysis

Primary information sources and tools - 2020 non-domestic legal major flow calculations

Slovenia
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Croatia Outbound | Flows considered predominantly legal 0.02bn
Inbound
. Outbound . .
Romania _— Flows considered predominantly legal 0.01bn
Inbound
Outbound ) .
Hungary O — Flows considered predominantly legal 0.01bn
Inbound
Outbound ) .
Italy E—— Flows considered predominantly legal 0.01bn
Inbound
Others 0.02bn
Total 0.06bn
Spain
Country # of border Population Smoking Smoker Packs per # of ND(L) Total
crossings 18+ prevalence trips trip cigarettes volume ND(L)
] Outbound . . . . . .
Gibraltar _— Figure based on tourism statistics and borderregion consumption analysis 0.53bn
Inbound
Outbound ) . . ) . .
Andorra ﬁ Figure based on tourism statistics and borderregion consumption analysis 0.13bn
nboun
Outbound
Canary Islands T Flows considered predominately legal 0.02bn
Inbound
Outbound ) )
[taly S — Flows considered predominately legal 0.01bn
Inbound
Others 0.20bn
Total 0.89bn
Sweden
Country # of border  Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Outbound 0.15m 79% 12% 0.01Tm 40 800 0.01bn
Poland 0.01bn
Inbound 0.04m 82% 23% 0.01m 2 40 0.00bn
Outbound
Denmark —_— Flows considered predominantly legal 0.01bn
Inbound
Germany Outbound Flows considered predominantly legal 0.01bn
Inbound
i Outbound 0.09m 79% 12% 0.01m 40 800 0.01bn
Latvia 0.01bn
Inbound 0.01m 81% 32% 0.00m 2 40 0.00bn
Others 0.07bn
Total 0.10bn

Note: Predominantly legal indicates that for the purposes of this report we have classified the flows as 100% NDI(L), but recognise in reality that an element of the flow could be illidt as
smuggling or imports over the allowed limits may occur
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NON-domestic iegal analysis

Primary information sources and tools - 2020 non-domestic legal major flow calculations

UKlal
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Spain Outbound | Flows considered predominantly legal 0.31bn
Inbound
Outbound 1.05m 79% 21% 0.17m 40 800 0.14bn
Poland 0.23bn
Inbound 0.66m 82% 25% 0.13m 37 740 0.10bn
Outbound ) )
Portugal _ Flows considered predominantly legal 0.07bn
Inbound
) Outbound 0.04m 79% 16 % 0.01m 40 800 0.00bn
Romania 0.06bn
Inbound 0.37m 81% 23 % 0.07m 40 800 0.05bn
Others 0.73bn
Total 1.40bn
Norway
Country # of border Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Sweden Outbound Flows considered predominantly legal 0.02bn
Inbound
) Outbound 0.5Tm 79% 12% 0.05m 10 200 0.01bn
Spain 0.01bn
Inbound 0.05m 82% 25% 0.01m 2 40 0.00bn
Outbound 0.19m 79% 12% 0.02m 10 200 0.00bn
Germany 0.01bn
Inbound 0.32m 84% 26 % 0.07m 2 40 0.00bn
Outbound ) )
Denmark _— Flows considered predominantly legal 0.00bn
Inbound
Others 0.18bn
Total 0.21bn

Switzerland

Country # of border  Population Smoking Smoker Packs per # of ND(L)
crossings 18+ prevalence trips trip cigarettes volume
Qutbound ) ) o ) ) )
Germany ﬁ Figure based on tourism statistics and borderregion consumption analysis 0.15bn
nboun
Outbound . .
France - Flows considered predominantly legal 0.06bn
Inbound
) Outbound 0.88m 82% 21% 0.15m 10 200 0.03bn
Austria 0.03bn
Inbound 0.11m 83 % 26 % 0.02m 2 40 0.00bn
laly M Flows considered predominantly legal 0.03bn
Inbound
Others 0.20bn
Total 0.47bn

Notes: (a) Smoking prevalence has been weighted to take account of the nationality and gender of the travellers between Poland and the UK; (b) Predominantly legal indicates that for the
purposes of this report we have classified the flowsas 100% ND(L), but recognise in reality thatan element of the flow could be illicit as smuggling or imports over the allowed limits

may occur
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lICI WhITES analysis

lllicit Whites brand flows continued to account for over a third of total C&C volumes in the EU
llicit Whites are defined as

— Cigarettes that are usually produced legally in one country/market but, which the evidence suggests, have been smuggled
across borders during their transit to the destination market under review where they have limited or no legal distribution
and are sold without payment of tax

KPMG undertook the following analysis to estimate which brands made up lllicit Whites brand flows:
— lllicit volumes were comparedto LDS on a country by country basis to estimate the share of total consum ption

— KPMG conservatively assumed that where non-domestic volumes represented >99 % of total consumption, the brand is an
llicit White

— Where lllicit Whites packs do not have any country-specific tax stamps, they are categorised as ‘lllicit Whites with no
country-specific labelling’ in the report. This includes Duty Free labelled packs.

— Once identified, the brand’s overall volume is estimatedonly in countries where the brand flow meets the 99 % criteria

Many of the lllicit Whites flows areidentified in high volumes in the empty pack survey. However, given our identification of
counterfeit product is limited to the empty pack survey survey participants, we cannot assess whether these flows are genuine
or counterfeit

Non-domestic volumes by brand and destination country

Brand Country 1 Country 2 Country 3 Country 4
Brand A 0.01 0.24 0.01 0.01

LDS by brand and by country
Brand Country 3
Brand A - 0.00 - 0.01

Non-domestic volumes as share of total consumption

Brand Country 1 Country 2 Country 3 Country 4

Brand A 100% 100% 100% 38%

Illicit White volumes by brand and by destination country

Brand Country 1 Country 2 Country 3 Country 4

Brand A 0.01 1024 | 0.01
H ® .
Classified as an lllicit White in Not classified as an lllicit
i country 2 where there is no White in country 4 where
evidence of legal distribution non-domestic volumes are
: 38% of consumption
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[2X Revenue LSS

The report estimates the excise and VAT revenue that would have been gained had the volume of C&C
cigarettes consumed in a country been legally purchased in that country

— The calculation shown below was performed for each country:
- EU tax tables were used to estimate the Weighted Average Price® for cigarettes in July 2020
— This is then multiplied by the tax rate (as a % of WAP)

— The resultant tax take (per cigarette) is multiplied by the C&C consumption volumes for that country per the EU Flows
Calculation to give the total potential tax loss based on WAP

— Total tax losses for the 27 EU countries based on WAP were estimatedto be €8.5bn in 2020. This was an increase versus
prior year (2019: €7.3bn)M@

— KPMG also estimated tax losses for Norway, Switzerland and the UK using the tax rates in these countries and WAP
available through public sources34E

— Tax losses are calculated based on sales volumes and are not reflective of any other factors, like affordability or price
elasticity and are always reported at what would have been lost if the C&C had been purchased legally

EU Flows
Calculation(? C&C volume

(bn cigarettes)

EU tax tables( X

I I B I
I
WAP Tax rate B Total tax
(Euros/000 (WAP %) (Euros/000
cigarettes) cigarettes)

Potential tax
loss at WAP

(million Euros)

Note: (@) WAP denotes Weighted Average Price per pack of 20 cigarettes

Sources: (1) EC Excise Duty tables (Part Ill - Manufactured Tobacco) as at July 2020 (2) KPMG EU Flows Calculation and analysis of data sources provided by manufacturers (3) Tax rate
and WAP, GFIS systems as on April 2021 (4) Norway Weighted Average Price, Nielsen Off-take data (5) Tax rate, The Norwegian Tax Administration, 2020
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IMItations Of Results

The below noted limitations of results apply across 2016 to 2020

Limitation Detail Impact Adjustment
Geographic We have limited our Spanishresults only cover mainland Spainand do not Not adjusted
coverage geographic coverage in include the Canary Islands, Balearic Islands or Ceuta & for
some markets where the Melilla
inclusion of additional .
NCIus1o " French results cover only mainland France and do not
territories would impact . . i
. . include Corsica. As a result, LDS from Corsica are not
confidence levels in the included in Fran nsum otion fiqur
NDI(L) research included in France consum ption figures
In some instances (e.g. Port_uguese resul’;s only cover mainland Portugaland do
Greek islands), LDS data is not include Madeira or the Azores
alsoinsufficient for the Greek results only cover mainland Greece and do not
purposes of this study include the Greek islands
UK results only cover Great Britain and Northern Ireland
and do not include the Channel Islands or Isle of Man
Non-major Empty pack surveyresults In someinstances, the volume of legal domestic Not adjusted
manufacturer do not identify counterfeit consumption may be overstated where domestic for
counterfeit packs that have been counterfeit variants exist, leading to corresponding
made by manufacturers understatements of C&C volumes for some brands
other than British (although the impact s likely to be minimal)
Am erican Tobacco, We cannot distinguish non-major manufacturer brand
Imperial Tobacco, Japan . X .
. counterfeit (non-domestic variants) and contraband
Tobacco International, and S .
e . . product, although this will not impact the overallvolume
Philip Morris International
of C&C
as only the manufacturer/
trademark owner can llicit Whites volumes may include counterfeit
confirm whether their
brand pack is genuinet
oTP Empty pack surveys Reports in a num ber of countries suggest that non- Not adjusted
collect cigarette packs only domestic consum ption of OTP may have been growing in | for
) recent years. These observations are supported by
Non-domestic L : .
. Customs organisations in some countries
consumption for OTP
cannot be measuredvia
empty pack survey results
Non-EU In order to calculate Non-EU LDS outflows are not considered to be material Not adjusted
outflows consumption, we have forall countries of study except Luxembourg. This is for except
assumed no outflows of because of the high prices relative to other parts of the Luxembourg
LDS outside the 30 world and Duty Free import restrictions. This is supported
countries of study by marketdiscussions and non-EU empty pack surveys
For Luxembourg, additionalresearch by industry
participants indicates that there is a significant outflow of
cigarettes tonon-EU markets and has been adjusted for
Note: (a)  Phillip Morris International counterfeit data only isincluded for Germany in 2018-2020
212
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MILations of Results

Empty pack
survey

Whilst the empty pack survey for every country is designed by the third party market research agencies to
be representative of the overall population, in some countries, owing to the geographical circumstances or
demographics it may not be possible to ensure that the sample is fully representative. This may be because:

— The sampleis more heavily weighted towards populous, urban areas and therefore may not be fully
representative of consum ption habits in rural regions

— Homes and workplaces or public spaces are not covered

Results from Germany are based on a monthly analysis of approximately 10,000 packs collected at recycling
centres as well as via empty pack surveys. Therefore, they are not directly comparable with the em pty pack
survey results from other countries due to the difference in the methodology adopted by Ipsos. However,
both methods produce similar results (see page 192 for details)®@

Although empty pack survey dates are selected by the third party market research agencies to seek to
minimise seasonal factors, there may be specific events thatimpact the results such as significant price
changes between countries and major national events which result in large numbers visiting the country,
such as the Olympics or World Cup

— Insome instances the timing of empty pack surveys has changed between years. To seek to ensure
com parability of results, we analyse monthly LDS figures, consumption trends and visitor data and
make adjustments where appropriate

— Where there are specific outflows related to tourism limited to the summer months, the reported
numbers may underrepresent the full picture as the empty pack survey will only capture one point in
time

Brandand market variant share canonly be extrapolated with a degree of statisticalaccuracy for brands
where a sufficiently large number of packs have been collected

We analyse empty pack survey results to identify any outliers that may impact results, such as geographic
concentrations of a specific brand or market variant. We also com pare brand specific data to known sales in
the source market toidentify whether results are credible

— Where data suggests a sampling or data capture error may have occurred at a specific location, we
adjust the results in our analysis accordingly

In some specific instances it is not possible to differentiate between Duty Free and Duty Paid variants from
the empty packs collected

— Insome countries it is possible to purchase duty free labelled product but, when travelling within the
EU, duty is in fact paid on the product. It is not possible for the third party market research agencies,
participating manufacturers or us to determine this distinction

— The study also does not take account of various duty free loopholes that exist for some travel
within the EU®

Notes: (a) 255,456 packs or 120,000 weighted packs were collected as part of the YBSin Germany. Only asummarised version of the file with 33,269 data lines was provided to KPMG
(b)  With the exception of Aalandisland off the coast of Finland

KkPMG
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MILations of Results

LDS

In some cases tax stamp data on packs released for sale may not correspond to the calendar year and
may also be distorted by inventory holdings in advance of increases in taxation. In these instances we
have used the LDS source considered by local country PMI management to be representative of smoker
consumption during the calendar year, or official government data sources

Slight timing variances may arise between the date the product was shipped and actual consum ption
but, following discussions with local PMI management, this is not considered significant and the full year
LDS information we have is considered to be a fair and accurate representation in each market

ND(L)

From 2014, we have used business and tourism traveldata from sources such as the UN World Tourism
Organization and national statistics offices to calculate the number of trips made

We have estimated the volume of cigarettes purchased by travellers by assuming that smokers
purchase the Duty Free limit, or the indicative legal limit for intra-EU travel

This may over-weight ND(L) volume as a proportion of the total non-domestic flow

In some markets consumer research help us to overcome some of these limitations, such as the
number of packs purchased per trip

We assume that traveller demographics are the same as the domestic population. It is likely that
travellers will be older on average, with fewer under 18s. This may under-estimate ND(L)

In order to estimate the ND(L) brand split, we used brand shares from the empty pack surveys. Refer to
page 193 for details

214
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LOVIDHY Impact on data sources and 2020
BSUIS

The restrictions placed on traveland the lockdowns imposed across Europe as a result of COVID-19 led to a number of
challenges in terms of estimatingillicit tobacco consumption whilst trying to ensure comparability of results with 2019. The
methodology has been tested extensively and refined over a number of years to seek to ensure that it delivers robust and
justifiable results. This was further tested in 2020 to assess the impact of COVID-19

Approach In order to consider the potential quantum of the COVID-19 impact, the following datasets were analysed
ENTLMGEINEIEY sim ultaneously to consider the impact on 2020 results

— Yearly and monthly sales breakdown over 2016-2020 by country
— Smoking prevalence and average daily consumption over 2016-20 by country
— Collection periods of the empty pack surveys over 2016-2020 by country

— Dates for border closures, travel bans and domestic lockdowns in 2020 for each country of study
relative to the dates of the empty pack survey collections

— Travel data from the WTO as well as new sources such as the Euromonitor, European Travel
Commission and national government statistics

These datasets were used to analyse:

— Changes in seasonality and how much of it was likely to be driven by COVID-19 versus other factors
such as price increase, tax increase, etc.

— Changes in sampling periods in 2020 (Q2 sample data was available for 26 countries in 2019 and 5
countries in 2020) and whether they coincided with the confinement periods or lockdown-free periods

— Significant changes in the key inflows or outflows for countries where the sampling pattern changed

Principles COVID-19 produced a number of challenges to our analysis. To address these we followed a number of
for principles:

adjustments S No adjustment is made unless there is clear evidence to do so

— Datawas not adjusted due to COVID-19 where the timings of empty pack survey collections did not
change in 2020 or where all four quarterly collections were conducted, as they indicated a consistent
and holistic view of the year when comparedto the historical results

— The output from the KPMG EU Flows Calculation, was used to identify unusually high inflows or
outflows between markets (forinstance, inflows from Greece to the UK), which enabled identification of
flows which might have been impactedby COVID-19, or by a change in the timing of the empty pack
survey
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Outcome Adjustments were made where survey results appeared to be impacted by COVID-19
UK

— Inthe UK, a Q2 empty pack survey was available for 2018 and 2019. In 2020, the survey was
conducted in Q3 (between 10th Sep and 26t Oct). The empty pack survey results suggested a large
increase of inflows from Greece, Bulgaria, Latvia and Romania which was not in line with the
significant decline in tourist flows between 2019-20. Additionally, the consumption results in each of
these four markets were impacted by this unusual outflow to the UK

— This appears to be driven by the timing of the Q3 UK pack collection period coinciding with the period
when lockdown restrictions were lifted, and international travelpermitted. This would lead to
overstated non-domestic volumes as Q3 is not representative of the majority of the year when travel
restrictions were in place

— Therefore, non-domestic inflows from Greece, Bulgaria, Latvia and Romania were adjusted to be in line
with the traveller trend (from Euromonitor and Bank of Greece) noted between 2019 and 2020. Refer
to page 190 for the impact on results

Switzerland

— In Switzerland, a Q2 empty pack survey was available for 2017-19. In 2020, the survey was conducted in
Q3 (between 26t Aug and 15t Sep). The empty pack survey results suggested a large increase of
inflows from ltaly (an increase of 226 % on 2019 levels) and Portugal (an increase of 203% on 2019
levels) which was not in line with the significant decline in tourist flows over 2019-20. Additionally, the
consumption results in each of these markets were impacted by the unusual outflow to Switzerland

— This appears to be driven by the Q3 Switzerland pack collection period coinciding with the period when
lockdown restrictions were lifted within the EU and international travelpermitted, which would lead to
overstated non-domestic volumes as Q3 is not representative of the majority of the year when travel
restrictions were in place

— Therefore, the non-domestic inflows from Italy and Portugal were adjusted to be in line with the
traveller volume change between 2019 and 2020, with the assumption that travellers are the main
source of inflows from these countries. Refer to page 190 for the impact on results

Norway

— In Norway, a Q2 empty pack survey was available for 2017 and 2019. Q2 and Q4 empty pack surveys
were available in 2018. In 2020, the survey was conducted in Q3 (between 15t Oct and 16t Oct). The
empty pack survey results suggested a 16 % decline in inflows from Sweden, which was much lower
the decline in traveller volumes suggested by government statistics between 2019 and 2020

— This appears to be driven by the timing of the Q3 Norway pack collection period coinciding with a period
of increased travel to and from Sweden. This would lead to overstated non-domestic volumes as Q3 is
not representative of the maijority of the year when stricter travel restrictions were in place

— Therefore, the non-domestic inflows from Sweden were adjusted to be in line with the traveller volume
change between 2019 and 2020 (from Norway Statistics). Refer to page 189 for the impact on results
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Outcome Adjustments were made where survey results appeared to be impacted by COVID-19
Italy

— Non-domestic legal flows from Spain and Greece were adjusted to reflect the trend in tourism figures
and border closures using available data from Euromonitor and validated by Bank of Italy data. Refer to
page 189 for the impact on results

Austria

— The non-domestic inflows from Slovenia as per the empty pack survey did not reflect the decline in
border travellers and border sales data for cigarettes. Therefore, the non-domestic inflows from
Slovenia was adjusted to be in line with traveller volumes and border sales decline (47% over 2019-20),
with the assumption that cross-border sales are the main source of inflows in Austria from Slovenia.
Refer to page 187 for the impact on results

Duty Free

— Empty pack survey results for Duty Free were not reflective of the large declines in travel movements
in all markets, potentially as a result of collections taking place outside of periods when travel bans
were in place and thereby overstating Duty Free volumes for the year. Non-domestic Duty Free flows
were adjusted for France, Italy and Greece to reflect tourism trends for the full year
using available traveldata from Euromonitor (for France), the Bank of Italy (for Italy) and the Bank of
Greece (for Greece). Refer to page 189 for the impact on results
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Total consumption (bn cigarettes)

2016 2017 2018 2019 2020
(Reported) (2018-19 (2016-19
Il oc B NDL) Il c&C | CAGR) CAGR)
O Annual growth over 2019 Extrapolated numbers®@

— Reported EU27 cigarette consumption declined by 4.7% in 2020. We have also illustrated two different
scenarios for 2020:

— Scenario 1: 2020 results based on an extrapolation of the 2018-19 growth rates of LDC, ND(L) and C&(C,
giving total consumption of 452bn cigarettes; a 1.8% decline on 2019

— Scenario 2: 2020 results based on an extrapolation of the average 2016-19 growth rates of LDC, ND(L) and
C&C, giving total consumption of 45 1bn cigarettes; a 2.3% decline on 2019

— The extrapolated scenarios show a markedly different consumption picture. While reported and extrapolated
LDCs are relatively stable, non-domestic flows are higher under the extrapolated scenarios, with reported non-
domestic flows of 52.7bn vs 61.9bn in scenario 1 and 62.6bn as per Scenario 2

— Furthermore, the non-domestic mix has shifted between the reported volumes and extrapolated volumes,
mainly driven by COVID-19 related border closures and travel bans. C&C shares of non-domestic are lower in
the extrapolated scenarios, with 65.0% in the reported figures vs 49.4% in Scenario 1 and 49.2% in Scenario 2

— The majority of the difference in non-domestic is driven by ND(L), with reported ND(L) flows of 18.5bn vs
an extrapolated 31.5bnin Scenario 1 and 32.2bn in Scenario 2. This highlights the impact that COVID-19
related travel and border restrictions may have had on legal cross-border purchases in the reported figures

— C&C flows are lower in the extrapolated numbers, with reported C&C flows of 34.2bn vs extrapolated
30.6bnin scenario 1 and 30.8bn in Scenario 2. This suggests some potential offset between lower ND(L)
flows and growth in C&C consumption. Had it been similar trend as in historical years, C&C would have
been lower and ~50% of non-domestic consumption in Scenarios 1 and 2. Additionally, the extrapolated
scenarios would not have accounted for the accelerating levels of Counterfeit found in the reported figures
for 2020, especially in France

Notes: (a) Green box represents extrapolation of 2020 numbers, if there would have beenno COVID-19 in 2020. The extrapolation is based on 2018-19
and 2016-19 CAGR respectively; (b) Annual growthrate compared to 2019. Annual growth rate for LDC, ND(L) and C&C has been calcuated separately
and extrapolated separately for each of the extrapolation scenarios shown
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Manufactured cigarette C&C volumes (bn cigarettes)
and share of overall cigarette consumption
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—— C&C as % of total consum ption Extrapolated numbers®

— C&C formed 7.8 % of total cigarette consumption in the reported 2020 figures
— Had the trend had been similar to historical years, C&C share would have been
— 6.8% under Scenario 1 (based on an extrapolation of the 2018-19 growth rate of C&C)

— 6.8% under on Scenario 2 (based on an extrapolation of the average 2016-19 growth rate of C&C)

Notes: (a) Green box represents extrapolation of 2020 numbers, if there would have beenno COVID-19 in 2020. The extrapolation is based on 2018-19
and 2016-19 CAGR respectively; (b) Annual growthrate compared to 2019. Annual growth rate for LDC, ND(L) and C&C has been calcuated separately
and extrapolated separately for each of the extrapodation scenarios shown
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CMPLy pack survey results Dy country

Empty pack survey results for EU27 countries, UK, Norway and Switzerland, 2017-20

EU27 countries, UK, Norway and Switzedand Numb er of packs collected ND incidence in empty pack survey'®

Region 2017 2018 2019 2020 2017 2018 2019 2020

Austria e 13,000 13,000 13,000 6,500 17% 14% 16% 1%
Belgium i 5,600 5,600 5,600 2800 9% 14% 17% 12%
Bulgaria e 14,050 26,000 23,200 23,200 8% 5% 3% 2%
Croatia = 3,000 3,000 3,000 3,000 3% 7% 8% 7%
Cyprus =2 1,000 1,000 1,000 1,000 8% 10% 16% 9%
Czech Republic |- 21,004 21,004 21,004 21,004 4% 9% 9% 3%
Denmark ] 5,500 5,500 5,000 5,000 7% 7% 10% 5%
Estonia e 6,600 9,900 6,600 3300 14% 13% 1% 9%
Finland oh— 12,000 6,000 5,000 5,000 20% 17% 16% 12%
France il 34,500 46,000 46,000 46,000 21% 27% 28% 29%
Germany — 120000 120000 119,999 120,000 18% 18% 19% 17%
Greece = 14,000 14,000 12,000 18,000 19% 25% 24% 25%
Hungary e 19,905 19,902 17,240 17,240 8% 9% 10% 5%
Ireland (| 10,000 5,000 5,000 5,000 35% 29% 34% 2%
ltaly () | 40,000 30,099 40,000 30,000 4% 7% 5% 4%
Latvia —— 9,800 14,700 9,800 4900 23% 21% 17% 20%
Lithuania —_— 12,800 19,200 11,600 5,800 20% 19% 20% 2%
Luxem bourg oy 400 400 400 200 7% 8% 11% 12%
Malta i | 1,000 1,000 1,000 1,000 18% 1% 10% 8%
Netherlands = 14,000 21,000 14,000 7,000 25% 20% 19% 16%
Poland — 51,000 51,000 37500 25,000 14% 12% 10% 9%
Portugal & | 3,000 3,000 3,000 3,000 4% 6% 8% 5%
Romania il 15,148 7581 15125 12,646 16% 16% 13% 8%
Slovakia e 6,400 6,400 5,000 5,000 7% 9% 6% 4%
Slovenia P 3,000 3,000 3,000 3,000 12% 19% 15% 8%
Spain e 30,000 30,000 30000 15,000 10% 9% 8% 9%
Sweden —— 10,000 10,000 10,000 10,000 13% 13% 16% 10%
UK S 50,800 12700 12,700 12,700 29% 35% 27% 24%
Norway = 5,000 10,000 5,000 5,000 44% 44% 38% 2%
Switzerland E 6,600 5,600 5,600 5,600 12% 12% 14% 9%
Total 539,107 521,586 487,368 422,890 16% 16% 18% 15%
Note:  (a) Only base survey data in the empty pack surveys have been summarised in thistable, i.e. focus’ samples designed to investigate particular regional phenomena are excluded

as they do not form part of the statistically representative national sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs
collected in the empty pack survey. It doesn’t acoount for differences due to countryand brand adjustments made as apart of this study. Therefore, this incidence may differ
from the ND incidence stated elsewhere in thisreport
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CMPLy pack survey results Dy country

Austria and Belgium results by region, 2017-20("(2 3)a

Austria E Numb er of packs collected ND incidence in empty pack survey'®
Region 2018 2019 2017 2018 2019 2020
Burgenland 440 440 440 220 29% 16 % 14% 11%
Kérnten 850 850 850 425 23% 21% 23% 14%
Niederosterreich 2484 2,484 2,484 1,242 16 % 13% 14% 13%
Oberdsterreich 2,178 2,178 2,178 1,089 18% 15% 15% 10%
Salzburg 816 816 816 408 13% 12% 16 % 9%
Steiermark 1,854 1,854 1,854 927 13% 12% 15% 11%
Tirol 1,104 1,104 1,104 552 9% 9% 12% 5%
Vorarlberg 574 574 574 287 34% 13% 16 % 4%
Wien 2,700 2,700 2,700 1,350 17% 18% 20% 1%
Total 13,000 13,000 13,000 6,500 17% 14% 16% 11%
Belgium |_r Numb er of packs collected ND incidence in emptyp acksurvey®
Region 2018 2019 2017 2018 2019 2020
Aalst 200 200 200 100 14% 15% 1% 9%
Anderlecht 240 240 240 120 12% 17% 15% 17%
Antwerp 1,100 1,100 1,100 550 15% 16 % 15% 12%
Arlon 160 160 160 80 1% 14% 47% 74%
Brugge 240 240 240 120 8% 10% 20% 12%
Brussels 380 380 380 190 14% 12% 25% 8%
Charleroi 460 460 460 230 10% 9% 16 % 17%
Genk 200 200 200 100 9% 10% 13% 9%
Gent 500 500 500 250 6 % 15% 18% 12%
Hasselt 200 200 200 100 7% 21% 18% 1%
Kortrijk 200 200 200 100 5% 1% 14% 15%
Leuven 200 200 200 100 5% 15% 15% 5%
Liege 440 440 440 220 6% 12% 17% 7%
Mechelen 200 200 200 100 7% 13% 16 % 7%
Mons 200 200 200 100 6% 10% 12% 1%
Namur 240 240 240 120 6 % 10% 14% 16%
Sambreville 160 160 160 80 7% 9% 15% 2%
Schaerbeek 280 280 280 140 6% 22% 14% 8%
Total 5,600 5,600 5,600 2,800 9% 14% 17% 12%
Note:  f(a) Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Sources: (1)  Ipsos marketing empty pack surveys, 2017-2020
(2 MS Intelligence empty pack surveys, 2017-2019
(3  WSPM empty pack surveys, 2020
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CMPLy pack survey results Dy country

Bulgaria results by region, 2017-20'"@

Bulgaria F Numb er of packs collected ND incidence in empty pack survey'®

Region 2018 2019 2017 2018 2019 2020
Blagoevgrad 500 1,000 600 600 13% 7% 5% 2%
Burgas 666 1,332 1,332 1,332 5% 4% 3% 2%
Dobric 300 600 600 600 5% 5% 3% 5%
Gabrovo 500 600 600 600 6% 3% 1% 2%
Grad Sofia 3,628 7,056 7,056 7,056 6% 4% 3% 2%
Haskovo 1,162 2,324 1,524 1,524 16 % 1% 5% 2%
Jambol 300 600 600 600 12% 4% 2% 3%
Kjustendil 500 1,000 - - 18% 8% - -
Lovec 536 672 672 672 5% 10% 5% 4%
Montana 300 600 - - 5% 5% - -
Pazardzik 500 600 600 600 14% 5% 4% 3%
Pernik 300 600 600 600 9% 13% 6 % 2%
Plovdiv 1,414 2,828 2,828 2,828 7% 7% 5% 2%
Ruse 742 984 984 984 4% 3% 3% 3%
Sliven 300 600 600 600 10% 3% 3% 3%
Sumen 300 600 600 600 3% 3% 2% 2%
Varna 1,102 2,204 2,204 2,204 3% 4% 3% 3%
VelikoTarnovo 500 600 600 600 5% 9% 6% 0%
Vidin 300 600 600 600 12% 9% 3% 3%
Vratsa 300 600 600 600 6% 3% 4% 3%
Total 14,050 26,000 23,200 23,200 8% 5% 3% 2%
Note: () Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs oollected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Source: (1) Nielsen empty pack surveys, 2017-2020
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CMPLy pack survey results Dy country

Croatia, Cyprus and Czech Republic results by region, 2017-20!"(2)(@

Croatia E Numb er of packs collected ND incidence in empty pack survey®
Region 2018 2019 2020 2017 2018 2019 2020
Osijek 193 193 193 193 7% 28% 18% 8%
Pula 132 132 132 132 1% 13% 6 % 1%
Rijeka 294 295 295 295 3% 1% 2% 4%
Sesvete 126 124 124 124 3% 1% 10% 9%
SlavonskiBrod 124 123 123 123 2% 39% 46 % 19%
Split 383 384 384 384 3% 6 % 5% 3%
Zadar 163 164 164 164 3% 6 % 8% 2%
Zagreb 1,585 1,585 1,585 1,585 3% 2% 7% 9%
Total 3,000 3,000 3,000 3,000 3% 7% 8% 7%

Numb er of packs collected ND incidence in empty pack survey®
2017 2018 2019 2017 2018 2019 2020
Larnaca 150 150 150 150 13% 14% 16 % 17%
Limassol 300 300 300 300 5% 7% 10% 4%
Nicosia 400 400 400 400 8% 10% 21% 11%
Paphos 150 150 150 150 10% 14% 19% 8%
Total 1,000 1,000 1,000 1,000 8% 10% 16% 9%

Czech Republic |‘ Numb er of packs collected ND incidence in empty pack survey®
Region 2018 2019 2017 2018 2019 2020
Jihocesky Kraj 724 724 724 724 6% 7% 5% 2%
Jihomoravsky Kraj 2,148 2,148 2,148 2,148 4% 7% 10% 3%
Karlovarsky Kraj 300 300 300 300 6% 6% 9% 5%
Kralovehradecky Kraj 526 526 526 526 4% 7% 3% 3%
Liberecky Kraj 1,034 1,034 1,034 1,034 4% 10% 8% 4%
Moravsoslezsky Kraj 3,332 3,332 3,332 3,332 4% 13% 14% 3%
Olomoucky Kraj 1,062 1,062 1,062 1,062 4% 10% 7% 3%
Pardubicky Kraj 510 510 510 510 7% 5% 3% 3%
Plzensky Kraj 9483 948 948 948 5% 8% 8% 2%
Praha 7,114 7,114 7,114 7,114 5% 8% 8% 3%
Stredocesky Kraj 636 636 636 636 4% 6% 5% 1%
UsteckyKraj 1,750 1,750 1,750 1,750 5% 8% 6 % 4%
Vysocina 496 496 496 496 4% 6% 8% 1%
Zlinsky Kraj 424 424 424 424 4% 8% 5% 3%
Total 21,004 21,004 21,004 21,004 4% 9% 9% 3%
Note: (@)  Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Sources: (1)  Nielsen empty pack surveys, 2017-2020

(2)  Ultex empty pack surveys, 2017-2020
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CMPLy pack survey results Dy country

Denmark and Estonia results by region, 2017-20(1()(3)(a)

Denmark H: Numb er of packs collected ND incidence in empty pack survey'®
Region 2018 2019 2020 2017 2018 2019 2020
Capital Region 2,612 2,612 2,612 2,612 7% 8% 12% 4%
Mid Jutland 1,211 1,211 1,011 1,011 5% 6% 10% 6%
North Jutland 422 422 422 422 7% 9% 5% 4%
South Denmark 1,105 1,105 955 955 8% 5% 8% 8%
Zealand 150 150 - - 3% 3% - -
Total 5,500 5,500 5,000 5,000 7% 7% 10% 5%
Estonia h Numb er of packs collected ND incidence in empty pack survey'®
Region 2017 2018 2019 2017 2018 2019 2020
Har 3,200 4,800 3,200 1,600 10% 13% 10% 10%
Ida 1,100 1,650 1,100 550 27% 15% 14% 9%
Laéane 200 300 200 100 15% 6% 12% 1%
Lvi 200 300 200 100 19% 1% 9% 4%
Par 300 450 300 150 14% 10% 1% 7%
Saa 200 300 200 100 1% 13% 2% 4%
Tar 800 1,200 800 400 16% 12% 12% 1%
Val 200 300 200 100 14% 26 % 30% 14%
Vil 200 300 200 100 14% 21% 6% 3%
Vér 200 300 200 100 15% 18 % 12% 6%
Total 6,600 9,900 6,600 3,300 14% 13% 11% 9%
Note:  (a) Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Sources: (1) MS Intelligence Empty pack surveys, 2017-2019
(2)  Nielsen empty pack surveys, 2017-2020
(3)  WSPM empty pack survey, 2020
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CMPLy pack survey results Dy country

Finland and France results by region, 2017-20'"(2)(@)

Finland E Numb er of packs collected ND incidence in empty pack survey'®
Region 2018 2019 2017 2018 2019 2020
Etela-Karjala - 500 - - - 26 % - -
Keski-Suomi 634 315 315 315 19% 1% 7% 4%
Kymenlaakso 399 193 193 193 17% 16 % 16 % 5%
Lappi 2000 200 - - 27% 10% - -
Paijat-Hame 517 271 271 271 18% 12% 1% 20%
Pirkanmaa 1040 517 517 517 18% 9% 16 % 7%
Pohjois-Karjala - 300 - - - 16 % - -
Pohjois-Savo 519 267 267 267 22% 9% 6% 11%
Prohiois-Pohianmaa 913 454 454 454 16 % 5% 7% 4%
Uusimaa 5121 2,558 2,558 2,558 18% 22% 20% 16%
Varsinais-Suomi 857 425 425 425 18 % 12% 19% 12%
Total 12000 6,000 5,000 5,000 20% 17% 16% 12%
France || Numb er of packs collected ND incidence in empty pack survey®
Region 2018 2019 2017 2018 2019 2020
éf:;epgggg R e 3,300 4,000 4,000 4,000 23% 32% 36% 29%
Aquitaine 2,100 2,456 2,456 2,456 26 % 26 % 26 % 29%
Auvergne Limousin 1,500 1,500 1,500 1,500 18% 21% 16 % 23%
Auvergne-Rhéne-Alpes 3,000 4,760 4,760 4,760 22% 25% 25% 26 %
Basse Haute Normandie 2,400 2,804 2,804 2,804 12% 18% 19% 27%
Bourgogne-Franche-Comté 3,000 3,200 3,200 3,200 16% 19% 22% 28%
Bretagne 3,000 3,600 3,600 3,600 14% 17% 15% 25%
Centre 1,500 2,000 2,000 2,000 16 % 16 % 18% 25%
lle-de-France 4,500 7,200 7,200 7,200 21% 27% 33% 29%
kﬂaigggsfgﬁézgussmon' 2,400 3,200 3,200 3,200 31% 37% 37% 37%
Nord Picardie 3,000 4,396 4,396 4,396 24% 36% 34% 31%
cays De Loire Poitou 2400 3284 3,284 3,284 12% 20% 17% 21%
Frovence-Alpes-Cote 2400 3,600 3,600 3,600 28% 30% 30% 33%
Total 34,500 46,000 46,000 46,000 21% 27% 28% 29%
Note:  (a) Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Sources: (1)  MS Intelligence empty pack surveys, 2017-2019
(20 WSPM empty pack surveys, 20192020
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CMPLy pack survey results Dy country

Germany and Greece results by region, 2017-20"(2@)

Germany [; Numb er of packs collected ND incidence in empty pack survey'®
Region 2017 2018 2019 2017 2018 2019 2020
Lower Saxony 19,765 19,407 20,182 20,411 10% 10% 1% 9%
North Rhine-Westphalia 26,379 25,632 25,737 24,222 10% 10% 1M% 10%
Rhineland-Palatinate 15,187 15,612 15,206 16,599 9% 10% 12% 10%
Baden-Wairttemberg 15,066 15,968 14,508 15,248 9% 9% 12% 10%
Bavaria 17,771 19,488 19,077 19,372 22% 22% 24% 22%
Berlin 5,147 5,232 5,779 - 46 % 46 % 45% -
Brandenburg 11,049 9,356 10,918 15,121 31% 29% 33% 39%
Saxony 9,636 9,404 8,592 9,026 46 % 45% 40% 33%
Total 120,000 120,000 119,999 120,000 18% 18% 19% 17%
Greece E Numb er of packs collected ND incidence in empty pack survey®
Region 2018 2019 2017 2018 2019 2020
Attica 4,600 4,600 4,600 6,900 21% 27% 27% 27%
Central Greece 400 400 400 600 20% 23% 18% 19%
Central Macedonia 3,000 3,000 2,400 3,600 23% 25% 23% 25%
Crete 1,000 1,000 1,000 1,500 12% 19% 20% 23%
East Macedonia/Thrace 800 800 - - 17% 23% - -
Epirus 600 600 400 600 21% 24% 17% 22%
lonian Islands 400 400 400 600 14% 22% 27% 27%
South Aegean 400 400 400 600 13% 20% 14% 21%
Thessaly 1,200 1,200 1,200 1,800 17% 23% 24% 28%
West Greece 1,200 1,200 1,200 1,800 18% 27% 23% 24%
West Macedonia 400 400 - - 17% 24% - -
Total 14,000 14,000 12,000 18,000 19% 25% 24% 25%
Note:  f(a) Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report; (c) This table lists the weighted pack count from yellow bag surveys for 2017-2020. This is different from the unweighted pack cout
listed in last year's report

Sources: (1) Ipsos Yellow Bag Surveys, 2017-2020
(2)  Nielsen empty pack surveys, 2017-2020
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CMPLy pack survey results Dy country

Hungary and Ireland results by region, 2017-20("(2)((3) a)

Hungary E Numb er of packs collected ND incidence in empty pack survey'®
Region 2018 2019 2017 2018 2019 2020
Bacs-Kiskun 980 980 775 775 8% 8% 9% 6%
Baranya 645 645 645 645 7% 9% 9% 3%
Békés 760 760 555 555 9% 9% 8% 5%
Borsod-Abauj-Zemplén 1,465 1,465 850 850 1% 13% 16 % 1%
Budapest 6,250 6,250 6,250 6,250 8% 10% 9% 5%
Csongrad 1,310 1,309 900 900 10% 8% 10% 6%
Fejér 640 640 640 640 6 % 8% 9% 5%
Gyor-Moson-Sopron 934 932 934 934 7% 9% 9% 5%
Hajdu-Bihar 1,195 1,195 990 990 9% 1% 12% 8%
Heves 390 390 390 390 9% 7% 10% 5%
Jész-Nagykun-Szolnok 520 520 315 315 10% 10% 10% 6%
Komarom-Esztergom 440 440 440 440 7% 7% 10% 5%
Nograd 165 165 165 165 9% 1% 12% 5%
Pest 1,235 1,235 1,235 1,235 7% 7% 7% 6%
Somogy 490 490 285 285 6% 5% 6% 2%
Szabolcs-Szatmar-Bereg 1,099 1,099 485 485 1% 13% 16% 10%
Tolna 145 145 145 145 8% 6 % 9% 3%
Vas 335 335 335 335 6% 7% 7% 2%
Veszprém 417 417 417 417 7% 7% 6% 3%
Zala 490 490 489 489 7% 4% 8% 1%
Total 19,905 19,902 17,240 17,240 8% 9% 10% 5%
Ireland |"— Numb er of packs collected ND incidence in empty pack survey®
Region 2018 2019 2017 2018 2019 2020
Connacht 800 400 400 400 34% 34% 36% 21%
Leinster 6,450 3,225 3,225 3,225 30% 30% 34% 22%
Munster 2,650 1,275 1,275 1,275 25% 25% 32% 19%
Ulster 200 100 100 100 28% 28% 26 % 19%
Total 10,000 5,000 5,000 5,000 29% 29% 34% 22%
Note:  f(a) Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Sources: (1)  GFK Hungary empty pack surveys, 2017-2020
(2)  MS Intelligence empty pack surveys, 2017-2019
(3)  WSPM empty pack surveys, 2020

Document Classification: KPMG Public



4 %)

CMPLy pack survey results Dy country

Italy and Latvia results by region, 2017-20!"(2G)a

Numb er of packs collected ND incidence in empty pack survey'®
2018 2019 2017 2018 2019 2020
Abruzzo 400 540 720 540 2% 3% 3% 1%
Calabria 556 660 880 660 5% 1% 2% 1%
Campania 3648 2,790 3,720 2,790 21% 26 % 16 % 12%
Emilia Romagna 4416 2,910 3,880 2,910 1% 4% 3% 4%
FriuliVenezia Giulia 608 480 640 480 14% 14% 27% 24%
Lazio 7892 5,490 7,320 5,490 1% 8% 5% 4%
Liguria 1796 1,260 1,680 1,260 2% 4% 2% 1%
Lombardia 5284 3,360 4,480 3,360 4% 5% 5% 3%
Marche 400 549 600 450 1% 2% 3% 2%
Piemonte 3080 2,190 2,920 2,190 1% 6 % 2% 1%
Puglia 1968 2,220 2,960 2,220 1% 6 % 5% 3%
Sicilia 3920 3,630 4,840 3,630 9% 6 % 4% 2%
Toscana 2128 1,440 1,920 1,440 1% 3% 3% 1%
Trentino Alto Adige 400 300 400 300 3% 3% 6% 6%
Umbria 896 540 720 540 1% 6 % 1% 0%
Veneto 2612 1,740 2,320 1,740 1% 7% 5% 2%
Total 40,000 30,099 40,000 30,000 4% 7% 5% 4%
Numb er of packs collected ND incidence in empty pack survey®
2018 2019 2017 2018 2019 2020
Kurzeme 1,200 1,800 1,200 600 25% 18% 1% 21%
Latgale 1,400 2,100 1,400 700 40% 36% 26% 31%
Pieriga 1,400 2,100 1,400 700 21% 22% 18% 21%
Riga 4,000 6,000 4,000 2,000 19% 20% 16% 19%
Vidzeme 800 1,200 800 400 21% 15% 7% 12%
Zemgale 1,000 1,500 1,000 500 29% 17% 15% 17%
Total 9,800 14,700 9,800 4,900 23% 21% 17% 20%
Note:  f(a) Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

Sources: (1)
(2
@)

KkPMG

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

MS Intelligence empty pack surveys, 2017-2018
lpsos empty pack surveys, 2019-2020
Nielsen empty pack surveys, 2017-2020
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-MPLy pack Survey results by country

Lithuania, Luxembourg and Malta results by region, 2017-20(1(2)(3)(a)

Lithuania ’E Numb er of packs collected ND incidence in empty pack survey®
Region 2018 2019 2020 2017 2018 2019 2020
Alytus 800 1,200 600 300 24% 25% 23% 25%
Kaunas 3000 4,500 2,800 1,400 19% 21% 23% 26 %
Klaipeda 1,600 2,400 1,600 800 13% 1% 17% 18%
Marijampole 600 900 400 200 24% 24% 23% 18%
Panevezys 800 1,200 600 300 23% 24% 26 % 22%
Siauliai 800 1,200 800 400 28% 20% 21% 29%
Taurage 200 300 200 100 13% 15% 22% 25%
Telsiai 800 1,200 800 400 15% 13% 11% 16%
Utena 600 900 600 300 20% 13% 24% 12%
Vilnius 3600 5,400 3,200 1,600 20% 19% 19% 19%
Total 12,800 19,200 11,600 5,800 20% 19% 20% 22%
Luxembourg ; Numb er of packs collected ND incidence in empty pack survey®
Region 2018 2019 2020 2017 2018 2019 2020
Esch-Sur-Alzette 160 160 160 80 7% 7% 13% 21%
Luxembourg 240 240 240 120 7% 9% 10% 5%
Total 400 400 400 200 7% 8% 11% 12%
Malta i: Numb er of packs collected ND incidence in empty pack survey®
Region 2017 2018 2019 2020 2017 2018 2019 2020
Northern 350 350 350 350 19% 10% 10% 7%
Northern Harbour 550 550 550 550 18% 10% 10% 9%
Southern Harbour 100 100 100 100 15% 18% 10% 5%
Total 1,000 1,000 1,000 1,000 18% 1% 10% 8%
Note: (@) Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs oollected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Sources: (1)  Nielsen Empty pack surveys, 2017-2020
(2 MS Intelligence empty pack surveys, 2017-2019
(3  WSPM empty pack surveys, 2020
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CMPLy pack survey results Dy country

Netherlands, Poland results by region, 2017-20 (12)(a)

Netherlands; Numb er of packs collected ND incidence in empty pack survey®
Region 2018 2019 2017 2018 2019 2020
Drenthe 202 303 202 101 19% 21% 16 % 17%
Flevoland 504 756 504 252 25% 21% 29% 15%
Friesland 332 498 332 166 16 % 27% 15% 11%
Gelderland 1,084 1,626 1,084 542 22% 18% 1% 15%
Groningen 364 546 364 182 19% 17% 6 % 9%
Limburg 752 1,128 752 376 21% 22% 15% 12%
North Brabant 1,860 2,790 1,860 930 21% 32% 15% 16%
North Holland 3,090 4,635 3,090 1,545 29% 18% 24% 16 %
Overijssel 992 1,488 992 496 22% 14% 20% 19%
South Holland 3,944 5,916 3,944 1,972 27% 17% 20% 16 %
Utrecht 876 1,314 876 438 31% 14% 22% 20%
Total 14,000 21,000 14,000 7,000 25% 20% 19% 16%
Numb er of packs collected ND incidence in empty pack survey®

2018 2019 2017 2018 2019 2020
Dolnoslaskie 3,900 3,900 3,000 2,000 9% 9% 8% 9%
Kujawsko-Pomorskie 2,775 2,775 2,775 1,850 9% 8% 9% 8%
Lodzkie 3,375 3,375 2,475 1,650 20% 17% 13% 12%
Lubelskie 2,650 2,650 1,200 800 29% 12% 8% 6%
Lubuskie 1,350 1,350 900 600 10% 8% 6% 5%
Malopolskie 2,925 2,925 2,925 1,950 9% 3% 3% 3%
Mazowieckie 8,100 8,100 6,750 4,500 22% 15% 15% 16 %
Opolskie 1,800 1,800 450 300 6 % 3% 5% 2%
Podkarpackie 2,850 2,850 600 400 16 % 16 % 8% 16%
Podlaskie 1,425 1,425 975 650 33% 34% 27% 18%
Pom orskie 2,325 2,325 2,325 1,550 2% 7% 6% 5%
Slaskie 7,350 7,350 7,350 4,900 12% 1% 8% 8%
Swietokrzyskie 1,575 1,575 675 450 10% 4% 4% 2%
Warminsko-Mazurskie 2,400 2,400 1,050 700 30% 32% 23% 13%
Wielkopolskie 4,050 4,050 2,250 1,500 0% 1% 1% 5%
Zachodniopom orskie 2,250 2,250 1,800 1,200 6% 7% 7% 9%
Total 51,000 51,000 37,500 25,000 14% 12% 10% 9%
Note:  f(a) Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Sources: (1)  MS Intelligence empty pack surveys, 2017-2020
(2)  Almares Research empty pack surveys, 2017-2020
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CMPLy pack survey results Dy country

Portugal, Romania and Slovakia results by region, 2017-20("(2(3)@)

Portugal L Numb er of packs collected ND incidence in empty pack survey®
Region 2018 2019 2017 2018 2019 2020
Center 200 200 200 200 0% 0% 2% 0%
Lisboa 1,900 1,900 1,900 1,900 4% 4% 6% 3%
North 900 900 900 900 5% 10% 13% 9%
Total 3,000 3,000 3,000 3,000 4% 6% 8% 5%
Numb er of packs collected ND incidence in empty pack survey'®
2018 2019 2017 2018 2019 2020
Bucharest 1,570 804 1,592 1,398 7% 7% 5% 4%
Caras-Severin - - - 296 4%
Center 1,592 756 1,427 1,214 2% 2% 1% 1%
North-East 2,824 1,441 2,683 2,349 39% 37% 31% 21%
North-West 1,937 967 1,979 1,743 16 % 18% 12% 1%
SatuMare - - - 35 29%
South 1,897 867 1,754 1,642 4% 3% 4% 4%
South-East 1,959 1,074 2,267 1,659 1% 10% 10% 5%
South-West 1,784 818 1,700 1,357 24% 16 % 20% 10%
West 1,585 854 1,723 953 24% 25% 19% 9%
Total 15,148 7,581 15,125 12,646 16% 16% 13% 8%
Slovakia = Numb er of packs collected ND incidence in empty pack survey'®
Region 2018 2019 2017 2018 2019 2020
Banskobystricky Kraj 550 550 450 450 7% 4% 3% 2%
Bratislavsky Kraj 1,200 1,200 1,200 1,200 3% 3% 3% 1%
Kosicky Kraj 1,300 1,300 800 800 10% 15% 1% 5%
Nitriansky Kraj 850 850 650 650 9% 10% 8% 5%
Presovsky Kraj 1,100 1,100 600 600 1% 13% 5% 5%
Trenciansky Kraj 400 400 400 400 4% 6 % 4% 10%
Trnavsky Kraj 400 400 300 300 3% 3% 8% 9%
Zilinsky Kraj 600 600 600 600 5% 5% 2% 2%
Total 6,400 6,400 5,000 5,000 7% 9% 6% 4%
Note: (a)  Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

Sources: (1)
2
@

KkPMG

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Ipsos empty pack surveys, 2017-2020
Novel Study, 2017-2019
Nielsen empty pack surveys, 2017-2020
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CMPLy pack survey results Dy country

Slovenia and Spain results by region, 2017-20M(2(3@

Numb er of packs collected

ND incidence in empty pack survey®

2018 2019 2017 2018 2019 2020
Celie 210 210 210 210 10% 32% 14% 9%
Koper 139 139 139 139 9% 20% 15% 5%
Kranj 208 208 208 208 7% 18% 20% 7%
Ljubliana 1,539 1,539 1,539 1,539 13% 14% 15% 8%
Maribor 531 531 531 531 13% 15% 17% 9%
Novo Mesto 130 130 130 130 21% 35% 12% 3%
Ptuj 101 101 101 101 11% 38% 10% 5%
Velenje 142 142 142 142 8% 47% 13% 7%
Total 3,000 3,000 3,000 3,000 12% 19% 15% 8%
Spain ’E Numb er of packs collected ND incidence in empty pack survey'®
Region 2018 2019 2017 2018 2019 2020
Andalucia 5,176 5,176 5,176 2,588 33% 31% 29% 36%
Aragon 1,170 1,170 1,170 585 3% 2% 2% 1%
Asturias 858 858 858 429 2% 1% 2% 0%
Basque Country 1,534 1,534 1,634 767 7% 3% 2% 2%
Cantabria 304 304 304 152 4% 1% 2% 2%
CastillaY Leon 1,320 1,320 1,320 660 4% 2% 2% 0%
Castilla-La Mancha 296 296 296 148 4% 3% 2% 3%
Catalonia 5,394 5,394 5,394 2,697 5% 6 % 5% 4%
Comunidad Valenciana 2,842 2,842 2,842 1,421 4% 5% 2% 2%
Extremadura 258 258 258 129 2% 7% 1% 17%
Galicia 1,130 1,130 1,130 565 3% 2% 2% 2%
La Rioja 262 262 262 131 1% 0% 2% 2%
Madrid 7,992 7,992 7,992 3,996 6% 7% 6% 4%
Murcia 1,126 1,126 1,126 563 6% 4% 4% 1%
Navarra 338 338 338 169 3% 2% 1% 1%
Total 30,000 30,000 30,000 15,000 10% 9% 8% 9%
Note:  f(a) Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Sources: (1) MS Intelligence Empty pack surveys, 2017-2019
(2)  WSPM empty pack surveys, 2019-2020
(3) Ipsos empty pack surveys, 2017-2020
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CMPLy pack survey results Dy country

Sweden results by region, 2017-20("(2)(@

Numb er of packs collected ND incidence in empty pack survey'®

2018 2019 2017 2018 2019 2020
Blekinge 150 150 150 150 20% 8% 1% 10%
Dalarna 150 150 150 150 18% 6 % 11% 5%
Gastrikland 190 190 190 190 12% 9% 17% 8%
Halland 304 304 304 304 1% 7% 13% 8%
Jonkoping 233 233 233 233 13% 7% 13% 4%
Kronoberg 154 154 154 154 15% 5% 22% 5%
Norrbotten 150 150 150 150 10% 3% 9% 4%
Orebro 272 272 272 272 15% 13% 7% 10%
Ostergodtland 500 500 500 500 12% 8% 15% 10%
Skane 1,101 1,101 1,101 1,101 12% 15% 15% 13%
Smaland 150 150 150 150 11% 17% 23% 12%
Sédermanland 316 316 316 316 16 % 10% 17% 10%
Stockholm 3,284 3,284 3,284 3,284 14% 20% 16 % 1%
Uppsala 355 355 355 355 10% 7% 20% 9%
Varmland 162 162 162 162 18 % 10% 15% 15%
Vésterbotten 359 359 359 359 12% 5% 18% 2%
Vésternorrland 150 150 150 150 14% 5% 16 % 8%
Vastmanland 296 296 296 296 14% 14% 12% 8%
Véstra Gotaland 1,724 1,724 1,724 1,724 1% 6% 15 % 8%
Total 10,000 10,000 10,000 10,000 13% 13% 16% 10%
Note:  f(a) Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Sources: (1)  MS Intelligence empty pack surveys, 2017-2018
(2)  Global Vox Populi empty pack surveys, 2017-2020
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CMPLy pack survey results Dy country

UK and Norway results by region, 2017-20"(2)(@)

Numb er of packs collected ND incidence in empty pack survey'®
2018 2019 2020 2017 2018 2019 2020
East Midlands 4,000 1,000 1,000 1,000 28% 42% 25% 23%
East of England 4,400 1,100 1,000 1,100 29% 31% 30% 34%
London 6,000 1,500 1,500 1,500 28% 30% 26 % 20%
North East England 2,000 500 500 500 29% 64% 42% 40%
North West England 5,196 1,299 1,299 1,299 29% 34% 24% 24%
Northern Ireland 2,000 500 500 500 29% 50% 26 % 14%
Scotland 4,396 1,099 1,099 1,099 24% 18% 19% 22%
South East England 8,004 2,001 2,001 2,001 34% 38% 27% 19%
South West England 3,600 900 900 900 32% 22% 27% 17%
Wales 2,800 700 700 700 27% 26 % 27% 13%
West Midlands 4,804 1,201 1,201 1,201 28% 37% 25% 28%
Yorkshire and The Hum ber 3,600 900 900 900 28% 56 % 32% 36%
Total 50,800 12,700 12,700 12,700 29% 35% 27% 24%
Norway H,E Numb er of packs collected ND incidence in empty pack survey®
Region 2017 2018 2019 2020 2017 2018 2019 2020
Akershus 376 752 376 376 43% 40% 33% 20%
Hordaland 866 1,732 866 866 43% 43% 38% 23%
Oslo 2,012 4,024 2,012 2,012 43% 49% 40% 27%
Ostfold 248 496 248 248 48% 44% 39% 24%
Rogaland 419 838 419 419 43 % 43 % 32% 17%
Sor-Trondelag 579 1,158 579 579 43 % 34% 42% 21%
Vest-Adger 227 454 227 227 46 % 43 % 40% 16%
Troms 273 546 273 273 49% 42% 36% 16 %
Total 5,000 10,000 5,000 5,000 44% 44% 38% 23%
Note:  f(a) Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Sources: (1) MS Intelligence empty pack surveys, 2016-2020
(2)  Ipsos empty pack surveys, 2019-2020

KkPMG 254

Document Classification: KPMG Public



4 %)

CMPLy pack survey results Dy country

Switzerland results by region, 2017-20!"(2a)

Switzerland s Numb er of packs collected ND incidence in empty pack suvey?
Region 2018 2019 2017 2018 2019
Basel 400 400 400 400 12% 13% 12% 9%
Bern 900 300 900 900 12% 1% 11% 7%
Biel - 200 - - - 6 % - -
Chur - 200 - - - 10% - -
Fribourg 200 200 200 200 7% 7% 8% 5%
Geneva 700 500 700 700 12% 14% 23% 9%
Grisons 200 - 200 200 13% - 13% 4%
Jura 200 - - - 9% - - -
Koniz - 200 - - - 10% - -
La Chaux De Fonds - 200 - - - 10% - -
Lausanne - 300 - - - 10% - -
Lugano - 200 - - - 28% - -
Luzern 200 200 200 200 9% 9% 13% 10%
Neuchatel 400 200 400 400 7% 12% 12% 4%
Schaffhausen 200 200 200 200 9% 14% 15% 9%
Sion - 200 - - 12% - -
St Gallen 400 200 200 200 12% 12% 6% 13%
Thun - 200 - - - 8% - -
Thurgau 200 - - - 7% - - -
Ticino 400 - 200 200 31% - 12% 36%
Uster - 200 - - - 8% - -
Valais 200 - 200 200 7% - 10% 13%
Vaud 300 - 300 300 6 % - 11% 7%
Vernier - 200 - - - 14% - -
Winterthur - 300 - - - 8% - -
Zurich 1500 1,000 1,500 1,500 14% 12% 14% 7%
Total 6600 5,600 5,600 5,600 12% 12% 14% 9%
Note:  f(a) Only base survey data in the empty pack surveys have been summarised in the tables, i.e. ‘focus’ samples designed to investigate specific issues have been excluded as they

do not form part of the national statistically representative sample; (b) ND incidence listed in this table is calculated based on the number of non-domestic packs collected in
the empty pack survey. It doesn't account for differences due to country and brand adjustments made as a part of this study. Therefore, this incidence may differ from the ND
incidence stated elsewhere in this report

Sources: (1)  MS Intelligence empty pack surveys, 2017-2018
(20 WSPM empty pack surveys, 20192020

Document Classification: KPMG Public



4 %)

SOUICeS

Macro-economic factors

The sources listed below are those used only in this year's analysis and reporting. Sources for analysis and findings for previous
years can be found in previous year reports

GDP growth (annual %) (" Unemp loyment rate (%) ("

Country 2019 2020 Country 2019 2020
Austria 16 6.6 Austria 4.5 5.4
Belgium 14 64 Belgium 5.4 56
Bulgaria 34 42 Bulgaria 4.2 5.1
Croatia 29 84 Croatia 6.7 7.4
Cyprus 32 5.1 Cyprus 7.1 76
CzechRepublic 26 56 Czech Republic 2.0 25
Denmark 24 33 Denmark 5.1 56
Estonia 43 29 Estonia 44 6.8
Finland 10 28 Finland 6.7 7.8
France 13 8.1 France 85 3.0
Germany 06 49 Germany 3.1 4.2
Greece 19 82 Greece 17.3 16.4
Hungary 49 50 Hungary 34 4.1
Ireland 55 34 Ireland 50 5.7
Italy 03 89 Italy 100 9.1
Latvia 22 36 Latvia 6.3 81
Lithuania 39 08 Lithuania 6.3 85
Luxembourg 23 -13 Luxem bourg 54 6.3
Malta 44 -70 Malta 34 4.3
Netherlands 18 38 Netherlands 34 3.8
Norway 12 08 Norway 37 46
Poland 41 27 Poland 33 3.2
Portugal 22 -/6 Portugal 65 7.0
Romania 41 39 Romania 39 5.0
Slovakia 23 52 Slovakia 58 6.7
Slovenia 24 55 Slovenia 45 4.9
Spain 20 -108 Spain 14.1 15.5
Sweden 12 28 Sweden 6.8 8.3
Switzerland 09 29 Switzerland 44 4.8
United Kingdom 14 99 United Kingdom 38 45

Source: (1)  Euromonitor
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SOUNCes (cont.

Data sources

The sources listed below are those used only in this year's analysis and reporting. Sources for analysis and findings for previous
years can be found in previous year reports.

Alcohol, tobacco, cash and excise duties, European Union, Europe.eu, last updated on Dec 2020

Andorra customs duty free allowance, surfevasiopasdelacasa.com

Arrivals in Flanders by month, Flanders State of the Art, 2020

Average daily consumption, GCTSONE tool, 2020

Attitudes of Europeans towards tobacco and electronic cigarettes, European Commission, 2021

Border sales in France near Spanish border, PMI estimates

British Nationality TobaccoShopper/ Buyer Report, Counter Intelligence Retail Ltd - Research, May 2015

Current cigarette smoking rates amongpeople aged 15 years and older, 2018 estimates, WWHO globalreport on trends in prevalence
of tobacco use 2000-2025, WHO third edition

Empty packs surveys, independent agencies for 30 marketsin study, 2015-2020

Exchange rate (InforEuro), European Commission, 2020

Foreign border workers by canton of work, country of residence and sex, Federal Statistics Bureau, Switzerland, 2021

Foreign Travelers at the Borderby Country of Origin, Bank of Italy, 1997-2020

Forensic analysisdata, PMI

French Nationality Tobacco Shopper/ Buyer Report, Counter Intelligence Retail Ltd - Research, May 2016

Frontier workers by nationality, Department of Em ployment, HM Government of Gibraltar, 2020

German Nationality Tobacco Shopper/ Buyer Report, Counter Intelligence Retail Ltd- Research, May 2016

Inbound Arrivals and Outbound Departures, Euromonitor, 2015-2020

KPMG analysis of UNWTO and other sources for traveller data
KPMG EU Flows Calculation 2020
KPMG EU Flows Calculation 2015-2019 and analysis of data sources provided by manufacturers

KPMG law enforcement interviews

Land frontier visitor arrivals, Bordersand Coast Guard Agency, HM Government of Gibraltar, 2020

Market sizes (volume and value) by tobacco categories, Euromonitor, 2019-2020

Num ber of Inbound Travellers in Greece by Country of Origin, Bank of Greece, 2005-2020

Num ber of tourists by country of residence, National Statistics Institute, Spain, 2020

Num ber of visits to specified countries: by main country visited and nationality, UK Office for National Statistics, 2015-2019

Passenger car ownership, European Environment Agency, 2018

Passengers by country pair, International Air Transport Association (IATA), 2018

Passing customsin Andorra: taxes and exemption, General Directorate of Customsand Indirect Rights, France, 2020

Population by department, sex and major age group, The National Institute of Statistics and Economic Studies, France, 2020
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SOUNCes (cont.

Data sources

The sources listed below are those used only in this year's analysis and reporting. Sources for analysis and findings for previous
years can be found in previous year reports.

Population 18+, Euromonitor, 2020
Population 18+, UNICEF, 2018
Prices, KPMG analysis of national taxes and retail price for a pack of 20 cigarettes, WHO 2018

Prices, Sales of tobacco products - Series 14 Series 9.1.1-2020 (destatis.de)

Prices and tax rates, EC Excise Duty Tables, July 2020 (Part Il - Manufactured Tobacco)
Real GDP growth, 2020, Eurom onitor 2021 edition

Prices, Nielsen Off-take data, Norway, 2020

Retail value RSP, Euromonitor, 2016-2020

Smoking population - number of adult smokers, Euromonitor 2020

Tax rates and Price, GFIS system, Switzerland, April 2021

Tax rate, The Norwegian Tax Administration, 2020

Tobacco brought back from Algeria to France by travelers of direct flights, Kantar TNS for Philip Morris France, May 2018

Tobacco Market Statistics, cigarette sales by brands and region per month, 2020, Spain Ministry of Finance

Tobacco sales, independent agencies for 28 markets in study, 2020 (Nielsen; Local distributors; EU, ERCand Excise Taxyearly data;
Distributor's internal estimates; PM CR + CTPMI shipments; NMA, ITL; Finnish Food and Drink Ind. Federation; Altadis Distribution
France; Papastratos; NCTA+PMI estimate; Swedish Match Distr.; JP&S (ITL Ireland); GFK; Logista and Comisionado de Tabacos

Tobacco sales, Customs Authority of Bulgaria, 2020

Tobacco sales, State Revenue Service of Latvia, 2020

Tourism statistics, Andorra en Xifres, The Chamber, Actuaand the Department of Statistics, Andorra, 2019

Tourism statistics, ISTAC, Canary Islands Government, 2020

Tourism statistics, Portugal, Travel Bl, 2020

Tourism statistics, Statistical Bulletin commercial air traffic, Ministry for the Ecologicaland Inclusive Transition of France, 2020

Tourism statistics, Statistics Austria, 2020

Tourism statistics, The Administration of State Frontier Service of Ukraine, 2014-2017

Traffic inthe port of Marseille Fos, Port of Marseille-Fos, France, 2021

Unemploymentrate, 2020, Euromonitor 2021 edition
UNWTO Factbook
Volume assessment (among visitors), Andorra (Prepared for Phillip Morris International), Nielsen, March 2019

Volume-and value-based customs and tax allowances, General Directorate of Customs and IndirectRights, France, 2021
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SCODE O W

The scope of work below forms the basis of our contractwith
the Beneficiaries

Methodology and Rep orting

1. The purpose of the study is to consider and commenton:

a)

the estimated size and composition of the total cigarette
market (including counterfeit and contraband products),
for each of the 27 EU member states, the UK, Norway
and Switzerland for 2020

2. The Contractor willprepare a Report which will be provided
in PDF format which covers the results of the analysis
undertaken as set out below:

a)

The findings from the work on the 30 countries will be
used both individually and to produce a summary
coveringan overall view of the totalmarket for the 27
EU Member States and the UK (with Norway and
Switzerland to be included in any individual country
figures quoted), the impact of COVID-19 oniillicit
cigarette sales and an analysis of sources of illicit
manufactured cigarettes, including reference to specific
source countries and free trade zones where
appropriate. The Contractor willalso provide a sectionin
the Report on counterfeit and contraband flows for each
of the 30 countries.

Each country section willconsist of the equivalent of
four pages if printed, and will include a table detailing
totalmanufactured cigarette consumption from 2016 to
2020, along with charts showing the Non-Domestic
Legal (ND(L)) and Counterfeit & Contraband (C&C)
volumes by source countryand by brand. The
commentary willbe brief and factualand willsource
publicly available data on tobacco prices, traveller data
and totaltobacco consumption where relevant. The
commentary willalso source other quantitative and
qualitative researchand analysisas deemed necessary,
for example toinrelation totrends in C&C.

The Contractor’sanalysis of the cigarette market will be
based ona methodology thatincorporates primary
research, market analysis, existing industry surveys and
other sources of data.

For each of the 30 countries, the Contractor willuse
in-marketcigarette sales data provided by PMPSA to
estimate legaldomestic salesand estimate Legal
Domestic Consumption by subtracting outflows to
other countries based on the results of Empty Pack
Surveys provided by PMPSA.

The Contractor willanalyse the results of the Empty
Pack Surveysto estimate the level of non-domestic
cigarette inflows for each country, which willthen be
added to Legal Domestic Consumption to estimate
Total Consum ption.

4f )

Using publicly available data, the Contractor will
analyse tourism flows, smoking incidence, cigarette
purchase limits for travellers and border sales datato
estimate the proportion of non-domestic inflows that
could be considered tobe legal, and as a direct result
provide an estimate of the level of counterfeit and
contraband for each of the 30 countries.

The steps above willbe undertaken to simultaneously
analyse the inflows and outflows between all of the
30 countries using Exceland Alteryx analytical tools,
which have been specifically developed for this
purpose by the Contractor and are consistent with
those usedin previous projects for the Client, using
the data sources above.

Additional data sources may be used torefine the
Contractor’sanalysis.

The Contractor willrequest meetings or interviews
with Law Enforcement representativesin Spain, Italy,
Greece, Bulgaria, Poland, France, UK, Germany, and
Netherlands, to discussthe Contractor'sinitial
findings and other relevant information regarding illicit
cigarette consumption. Where Law Enforcement
representatives agree to participate in such meetings
or interviews the Contractor willinclude a high-level
aggregated summary of feedback received.

The Contractor willset out the estimation processin
detailin a methodology section in the Report. This
section will also describe the approach used to
consider the impact of COVID-19 on illicit cigarette
consum ption

The Contractor willalso conduct analysis onllicit whites
which will be analysedinthe same way as point ¢)
above. This will be reportedin the consolidated section
of the Report. The lllicit Whites analysis may be used to
factually state the possible country of origin and brand.
[t will not mention trademark owners.

Upon finalisation of the Contractor's work, the
Contractor will provide separately to the Client data
tables containing the following information:

Summary of EU total counterfeit and contraband
inflows by source and destination market;

Summary of lllicit Whites inflows by brand and
destination market

Detailed analysis of total non-domestic outflows to
the EU split by destination market and brand; and

Collation of both source and brand matrix to enable
analysis of source and market in the same tables

Impactof the COVID-19 adjustments
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SCOPE O WarK (cont.

f)  Subjecttothe Contractor's UK and local office

approvals, members from the KPMG project team will

alsobe made available to support two external
stakeholder presentations after the completion and
disclosure of the Report under the terms of this
EngagementLetter:

- The presentation noted to external stakeholders

above will relate to the factualfindings of the Report

which will have already been made public in

accordance with the Additional Terms set out in this

Engagement Letter. The Contractor’s presentation

will not include any recommendations on regulation or
policy. The Contractor willpresent onits own and will

not share a platform with any other organisation or
audit clients.

Additional presentations, translation costsand the costs of
Contractor personnel from other KPMG network firmsare

outside the scope of this letter and the Contractor willagree on

the costs of such services with the Client separately andin
additionto the fee as per the Engagement Letter.

Data Sources

3. Data from external sources willbe obtained on a best

efforts basis by the Contractor. The Contractor will require

accesstoidentified Industry Participantpersonnel

throughout this engagementand the Contractor’s ability to

deliver this scope depends on this access being made
available.

4.  The Contractor withholds the right to share draftresults,

reports or working papers with research agencies in order
to obtain approval for the way in which the agencies’ data is
usedand presented, where the Contractor is contractually

obliged to do so.

5. Information from severalindependent sources will be used.

These sources are set out below:

a) Tobaccoindustry research, surveysand statistics;

- 2020 Empty Pack Survey data provided by PMPSA for

the 30 countries included in the study.

- In-market salesdataprovided by PMPSA and/or
Tobacco Manufacturers’ Associations.

- Consumer survey data and statistics will be provided

by PMPSA where available to help demonstrate
trends discussed during the factualaccuracy

discussions and identify furtherareas of analysis (e.g.

extent of smokers switching to non-combustible
products, purchase behaviour in Spain-Andorra-
France, ferry statistics etc.).

4f )

b) Estimatesof non-domestic consumption used by
PMPSA in each market (where available) will be shared
during the factualaccuracy discussions. These
estimates provide evidence-based support for observed
trends in each of the EU Member States, the UK,
Switzerland and Norway and will not be published. This
will comprise:

- Detailed survey results; and

- Information regarding the m ethodology and sampling
plan.

c) Existing public studies and statistics

Research and data published by government agencies (including
Ministries of Finance), health bodies, custom s authorities,
marketresearchersand academics willbe provided by Industry
Participant teamsto help corroborate findings
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If youwould like further information, please talk to your usual KPMG contactor contact:

KPMG press office
T: +44 (0)20 76948773

kpmg.com/uk

The information contained herein is of a general nature and is not intended to address the circumstances of any particular
individual or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such
information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should acton
such information without appropriate professional advice after a thorough examination of the particular situation.

© 2021 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG global organisation of independent
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global
organisation.
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