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US DO"VIESTIC CAVADIAN BORI)ER

Biick?,rnund

Ft-ra number of yearsthe tmde on the b.-irderfr(imthe US to CanatL-bas beta

in,-rmiiiedue tothebieh domesticpriceof Canadian ciearertes.C)navera--e.a cwon

,,;'Canadianpremium cigaretteswillcostCS4.00 (-USS'9.67)compared with thesame

productcostineUSS20.00 on theLS side. The differentialis due entirein.totheblie-h
Caaadian Federaland Pro,.inc,-tax,-s.

ir l@ LsTii-n-.itedthatthistnlie,prim-inlyfi-,rCin.-idi.-m-ig.-trettes,i-.;weirth3 h;llionpe,-
aunwn. Three main sourc-.5of purchwc--,- Border stiops- US side.Retaildom-.--,tic
@,,tietsinclusiveof Indianresen-ationsand

Due it?politic-al.ec@,nomic and d-iruesticretailpre:ssure.the Canadian G@)@-emm,-ut
aiuii)uncedt)nFebruary 12LL au @wnedi-ateiwpositionof CSS.00 per =oti un aii

exportsofcl..2arerres rep,-irdiess of tie-,tination. The -L,,miTnption bein
'
2 h,,itth-.

majoritv,)fC-inaiiinnexportsare.m fact.imponed back acrosstheborder.

At the time of %vfiting.therehas been no immediate impact on pricial-as thereis

estimatedto be 2-3months stockin trade.In additiorlthesituationisexremely fluid

with n=ours of yetftu-therchanizesin dutv striin.ire.Provincialgover=enL-,arenot
belpin.ctheFederalgovernment as they(.anand areapplyingdiffert:ntstrate.gilstodic*Lr

localduties.For example. ithasjustbeen learnedthatOntariomay apply additional

'-;"4LuxitryTa-.and Manitoba a 6% Tax on allproducts.Ifproven to be true.these
actionswillonly raisedemand over theborder.

C:)

A prob-,Lbl@-move willbe forallCanadian manufacnzer-,to ctvitche-pon production

vff-shure.MacDoualt6- are nimotiredto lia%-eakeadn.cuiumcuced roductiuiiinp
Ptieri@,)Pico.
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fml2UcarinnsforBIATU-KE

BIT. our US domesticdlqtri'vtitor.has alwa-,sbeen dc,,-clop@i,-,businessalons:thc!
b.)rd.-ras aiiatualextetisioiitt)their2ro@Nih.'L)uetootherpriorl:'ties.thisborLi,,.@trade
liadu@)tfomied partof our key strate?lesexcepiwhere businesscouldbe developedto
%'it:m.imzsebvin2 inC,-aiada.butclosetothebt)rder. An aN-eraLemonEW%-volum.-,.Nf
2 millionStatefxl)r.!ss(()utof an avera---e16 millionnatiozial'l'%-)isbein,-,acl@v@-eL,'
itirniighdlz@btitiontokey border ho inrum supplyIndiv.

Iftht,-zentii-dutiesrema@i in pl-.ice.then Uiert!@x-Qtildappear to be mi I'@,r
R,-\TT--U-%%-itha N@irginl;ipropo,;itlc)n-.iti ptice. sale-,.tli;s
lian-criscnrt)7 milliondue rospeculativepurchasesfrom die tradc.

AcTinns

Distributioi

C.)nsid.-rdistpbutionisthef-ustpriorin-.

BI'Lhave been asked to :xpand theirdismibutic)nbase.

and WiUL-tmsf)n- Ho)-tHies,,ins.Vic.-Presidew,D@Lmes*;AcSal,--has;I-,?tn

3:.k:dbv thewriterto undt:rmkca fulldistributilnsur-\-e%-alt)ul,diebt)rd.-.-f(@r
the--';--@sbrand. He has -.-iiUyagreedand r,-Lllsshould b,-prf,%ided%i-;ihinM'O
wecks.

BV\-IT- have been asked to rechecktheirdi:,.tfibtitiontothekov duty-freebordcr
sh,i.-s.App-,Lr,-ntlythe Lir2estComparv - -%mme-x iz@o,-eqlricin2-.iJI--.,I'itsciiL-.ireTTe

product colnparetlt,.,aegressivedcjm.-@-,Ticretailcliabis. are makiu.w
pr,@posalsfora chan2e

Ik'idii-iiscintentlyunderpriced.in terms. in th,-T.1-s

attractivepropositionat 1.SS 19.00pert.-ant,)n.

AtTzrcon,.;tiltitionu.-ithC'\IF4.no 1(-vcilpress (wf-.in,;irnpitiinct,i-, biit

thL-,.-areinvestii!atingoutdoc,roppommicit:s.At zhisstale.BIT lradLmmtd:,atelv

sell't@)uta an,de'-fiver-and;imore PT(Ife,@-:sit)iial.iinix,er-,ille-ifletcould be ben@ficiaf L4

Tht kev points-.ire Made inEn-!Imd

co
value -Pricedri::ILt
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Use of POS hasbeen consideredbuL atthissta-oe.requiresmore thoulhidue to
thereli=ceon the=erial bein.2passedfromcl-@nbutorit.,wholesalt-rto
retailer.

4. 'v'oltimepE!-,,i,-ction

Due to the hi2h i2umber of variablef*acrorcitisdifficultto make any r.-asonable
assessmcni. Antitli,-rstronl-nirnouristhatfoUowins2stronarpr-s,-nmLions
tyom dieCanadi-xitubucconl:4nui@icturm.furtherchmles toduty saucitir.-sor
po&,;lbl5-a repealcoijl.iI)t!mide inrliene@,Tfew days. Tii,-cit-irtheC:uia4i;i
constune-risi)nlv2o@ieii-)sNNitchproductsifhe considersliisown 'Drandistoo
expensive.lus arepossibleattmctioris.

M:irketVisit-C

i,l'hatevertheoncoinl,sirual'un.we need a closerappreciationof thebusinessat
Lh,-border.Ke]N-inLins!a-illbe visitinl,thlcmonth. Biiffalo.Ne,.i-York-State
with theco-.,lperationof the loc:alBron-r,and WiRiamson dOM93@,iLteam and
-Seattle.Nk-asbini.-tonStaTe.

6. A furtherreport.i,-iUbe issuedatthe-nd i.@fApriliinl,-sscirciL-nst3nc,-st;han" ,;c)
nec.-ssimtins!an earliersuriuniry.

f-P P,-.f@r@kigLafl

DL-;Tribution:

,NlrN. G. Brck)kes
.NirA.D.G.Pereira
.MrsS. Osbcme
.virS.Fac,-v
\4rC.FiLuereido
.\IrJ.Pothecar%
.vh-sL. Pr.-viati 00
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