Smoking and Movies Shareholder Qutreach Network

A challenge to social
investors...

AMERICA'S TOBACCO PROBLEM IS NOT
WHAT YOU THINK

Tobacco remains the #1 killer in the United
States, taking 453,000 lives each year. Controlling this
corporate-driven epidemic of addiction, disability and
death from heart disease, lung disease and cancer is of
primary concern to public health researchers and
advocates nationwide.

Now strong evidence has emerged that the
primary recruiter of new young smokers is adolescent
exposure to smoking images in U.S. motion pictures.

Peer-reviewed research studies involving
thousands of young people over a period of years
confirm what a decade of other studies had suggested.
Smoking in three-quarters of all U.S. live-action films,
especially PG-13 movies marketed to young people, can
be credibly linked to half of all new adolescent smokers
every year.

After controlling for every factor known to predict
adolescent smoking initiation, the researchers conclude
that teens who see the most smoking in movies are
three times as likely to start smoking as those who see
the least. The children of non-smokers are even more
vulnerable.

120,000 DEATHS A YEAR

Of particular interest for social researchers and
socially responsible investment (SRI) fund analysts is
that exposure to smoking in movies produced and
distributed by America’s largest media corporations
effectively recruits more teen smokers than does
traditional tobacco company advertising (390,000
adolescent recruits annually from screen exposure vs.
265,000).

Of the 390,000 adolescents now being recruited to

smoke by movies each year, 120,000 will eventually die

from tobacco-related disease. At the same time, the net

present value to the tobacco industry of each year’s

recruits, in lifetime sales revenue, is estimated to exceed

$3 billion.

The documented history of tacit commercial
cooperation between the tobacco industry and the
U.S. film industry led state attorneys general to bar
paid tobacco product placement explicitly in the 1998
Master Settlement Agreement. Yet smoking scenes
and brand display in U.S. movies continue. With
particular impact on teens, more tobacco impressions
in recent years have been delivered by PG-13 than R-
rated movies.

Intentionally or not, motion pictures from Walt
Disney Co., General Electric (Universal), Time Warner,
News Corp. (Fox), and Viacom (Paramount) are taking
a greater toll on this generation than the tobacco
industry’s own overt advertising.

But when shareholders filed proposals at Disney,
GE, Time Warner and Viacom in 2005 that each
company study the impact of smoking in their films on
adolescents, the media conglomerates convinced the
Securities and Exchange Commission that management
decisions about the tobacco content of their
productions are a matter of “ordinary business,” and
could be omitted from a proxy vote. Since then, only
Disney has begun to make some hopeful changes.

Smoking and Movies Shareholder Outreach
Network (SAMSON) joins every leading U.S.
health organization in advocating the following
reasonable and effective policy solutions:

1] Rate future movies with smoking “R.”
2] Run anti-smoking ads
3] Certify in the closing credits

4] Stop identifying tobacco brands on screen.

SAMSON is a joint project of As You Sow and the Tobacco Program of the Interfaith Center on Corporate Responsibility. www.asyousow.org
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The four policy solutions

The U.S. film industry can take four
simple steps to substantially reduce the impact
of adolescent exposure to smoking on screen.

None requires government action. None
restricts creative choices. All are voluntary and
transparent. All are based upon the published
scientific research.

Ten years of well-funded attempts by
health organizations to educate Hollywood
about the problem have failed: on-screen
smoking only increased. These policy solutions
are needed to avert tobacco addiction, disease
and death on a massive scale.

1. RATE FUTURE MOVIES WITH SMOKING “R"”

Any film that shows tobacco should be rated “R.”
The only exceptions should be when the presentation of
tobacco clearly and unambiguously reflects the dangers
and consequences of tobacco use or is necessary to
represent the smoking of a real historical figure.

Age-classifications given U.S. films were developed
and are voluntarily administered by the film industry’s
own lobbying organization, the Motion Picture Association
of America (MPAA). The studios routinely calibrate
content to achieve a desired rating, for commercial
reasons.

While filmmakers would remain as free as they are
now to include smoking in any production, an R-rating
equivalent to that granted movies with four-letter words
would create a market incentive for producers to keep
smoking out of films that would otherwise earn a PG-13
rating. On average, PG-13 films earn twice as much at
the box office as films rated “R.”

Clearing out tobacco from youth-rated movies would
reduce adolescent exposure by 50% or more and avert
60,000 future tobacco deaths annually. Merely adding a
tobacco warning to the PG-13 label or making G and PG
movies smokefree would reduce adolescent exposure by
less than 5%.

2. CERTIFY NO PAY-OFFS

The producers should post a certificate in the
closing credits declaring that nobody associated with
the production received anything of value (cash
money, free cigarettes or other gifts, free publicity,
interest-free loans or anything else) from anyone in
exchange for using tobacco, or displaying brands.

3. REQUIRE STRONG ANTI-SMOKING ADS

Studios and theaters should require strong anti-
smoking ads (not one produced by a tobacco
company) to run before any film with any tobacco
presence, in any distribution channel, regardless of its
MPAA rating.

4. STOP IDENTIFYING TOBACCO BRANDS

There should be no tobacco brand identification in any
movie scene nor the presence of tobacco brand
imagery (such as billboards) in the background.

EACH OF THESE FOUR POLICY SOLUTIONS HAS
BEEN ENDORSED BY THE SMOKING AND MOVIES
SHAREHOLDER OUTREACH NETWORK AND BY:

* WORLD HEALTH ORGANIZATION

* AMERICAN MEDICAL ASSOCIATION

» AMERICAN ACADEMY OF PEDIATRICS
¢ AMERICAN LEGACY FOUNDATION

e AMERICAN HEART ASSOCIATION

o AMERICAN ACADEMY OF ALLERGY, ASTHMA &
IMMUNOLOGY

e SOCIETY FOR ADOLESCENT MEDICINE
o LOS ANGELES COUNTY DEPARTMENT OF HEALTH SERVICES
e US PuBLIC INTEREST RESEARCH GROUP, and others.

o AMERICAN LUNG ASSOCIATION and CAMPAIGN FOR
ToBACCO-FREE KIDS have both endorsed an R-rating
for movies with smoking.

SAMSON is a joint project of As You Sow and the Tobacco Program of the Interfaith Center on Corporate Responsibility. www.asyousow.org
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Media companies’ tobacco
performance

Smoking in Movies 1999-2004 | Percentage
of each company’s U.S.-produced, live-action,
English language features, grossing $500,000+
in first-run theatrical release, with tobacco
content.

“Youth-rated” films include those age-classified
G, PG or PG-13 by the Motion Picture
Association of America.

THE DISNEY COMPANY

® SMOKING CONTENT OVERALL: 79% (137 OF 174)
o OF DISNEY’S YOUTH-RATED MOVIES: 70%o (76 OF 108)
o OF ITS R-RATED MOVIES: 92%o (61 OF 66)

GENERAL ELECTRIC

® SMOKING CONTENT OVERALL: 79%b (82 OF 104)

o OF UNIVERSAL'S YOUTH-RATED MOVIES: 71% (42 OF 60)

o OF ITS R-RATED MOVIES: 89%o (40 OF 45)
NoTE: When GE bought Universal in 2004, it acquired the
studio’s film catalog. A higher percentage of Universal
releases included tobacco in 2004 than in 2003.

THE NEwS CORPORATION

* SMOKING CONTENT OVERALL: 74%0 (82 OF 111)
o OF ITS YOUTH-RATED MOVIES: 63% (43 OF 68)
¢ OF ITS R-RATED MOVIES: 91% (39 OF 43)

SONY

o SMOKING CONTENT OVERALL: 82% (163 oF 200)
o OF SONY’S YOUTH-RATED MOVIES: 78%o (89 OF 114)
o OF ITS R-RATED MOVIES: 86%o (74 OF 86)
NoOTE: Adding to its Columbia Pictures properties, Sony
acquired MGM and its film library in 2005.

TIME WARNER
o SMOKING CONTENT OVERALL: 73%0 (145 oF 198)
o OF ITS YOUTH-RATED MOVIES: 63% (61 OF 97)
e OF ITS R-RATED MOVIES: 83%o (84 oF 101)

VIACOM

o SMOKING CONTENT OVERALL: 78% (70 oF 90)
¢ OF VIACOM'S YOUTH-RATED MOVIES: 72% (34 OF 47)
o OF ITS R-RATED MOVIES: 84% (36 OF 43)

Tobacco impressions delivered 1999-2004,

by company and rating (in billions)
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Source: UCSF Center for Tobacco Control Research and Education
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SAMSON'’s actions to date

As You Sow and the Tobacco Program of the
Interfaith Center on Corporate Responsibility
have communicated their concerns to the
parent companies of four motion picture
studios: General Electric, TimeWarner, Viacom,
and Walt Disney Co.

DIALOGUE

We had conversations with representatives of
Disney and Time Warner. GE has indicated a willingness
to meet but no meeting has been set. Viacom has not
responded to our communications.

In response to our concerns, only Disney has
taken some action, developing a policy statement last
Fall stating that it is actively looking for ways to limit
depiction of smoking in movies marketed to youth. The
company says it will not depict smoking in movies that
carry the Disney brand, except in limited circumstances.
However, the actual impact of this policy is questionable
as the policy implies that movie directors will be given
discretion to decide about depiction of smoking. The
statement is posted on the Disney website.

SHAREHOLDER RESOLUTIONS

We filed two separate shareholder resolutions
each with GE, Time Warner, Viacom and Walt Disney.
The first resolution asked for a report to shareholders
on the impact on adolescent health arising from
exposure to smoking in movies. A second proposal
asked board compensation committees, when
setting executive compensation, to include social
responsibility and environmental criteria among the
goals that executives must meet. The resolution
contained a supporting statement summarizing the
smoking and movies issue.

The filers of the Disney resolutions included five
major health care providers who operate 100 hospitals
nationwide with combined annual revenues of $17
billion. These groups did so to register their concern
about the future impact on the health of the 390,000
new teen smokers recruited each year by watching

smoking portrayed in movies. More than 100,000 of
these will likely need medical treatment and may
ultimately die from tobacco-related disease. A list of
the resolutions and filers at each of the four
companies is at www.asyousow.org.

All four companies challenged our resolution.
They contended the matter is “ordinary business” — off
limits to shareholders. The Securities and Exchange
Commission concurred with company arguments that
media content constitutes ordinary business and that
the resolutions could be omitted. The situation is
similar to how SEC dealt with tobacco-related
resolutions 20 years ago. Such resolutions were often
allowed to be omitted until strong statements about
the health effects of smoking were issued by the U.S.
Surgeon General.

ANNUAL MEETINGS

A SAMSON representative has attended the 2005
annual meeting of each of the four companies where
resolutions were filed to raise the smoking and movies
issue. At GE's annual meeting in April, Rev. Michael
Crosby chided the company for spending more time
challenging the resolutions at the SEC than addressing
the issue itself. Crosby received in response a public
commitment from CEO Jeffrey Immelt to “move the
issue.”

JOIN US! -- OPPORTUNITIES TO ENGAGE:

« ENDORSE our four suggested policy proposals.

« JOIN OUR COMPANY DIALOGUES. Actively support
and participate in SAMSON.

o ENGAGE IN SEPARATE, COMPLEMENTARY DIALOGUES
with Disney, GE, Time Warner and Viacom or
others.

RAISE THE ISSUE in conference calls or other
communications with the companies.

SAMSON is a joint project of As You Sow and the Tobacco Program of the Interfaith Center on Corporate Responsibility. www.asyousow.org




