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ARCHETYPE

The new line of highly complex, yet perfectly balanced cigars that
reward the discriminating palate from Ventura Cigar. Each Archetype
cigar is artfully crafted with a unique blend of rich, flavorful tobaccos
and bound in a pristine wrapper—working in harmony to create
an intense, memorable smoke that has no equal.

We invite you on a journey to leave compromise behind.

ARCHETYPE

venturacigar.com U E nT U R n #archetypecigars
CIGAR]

CIGAR


http://venturacigar.com/
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WARNING: Cigars contain many of the same carcinogens found in cigarettes, and cigars are not a safe substitute for smoking cigarettes.
This product contains chemicals known to the State of California to cause cancer and birth defects and other reproductive harm.



PUBLISHER'S LETTER

We Mean Business

Each day, those who have a tobacco business are faced with the task
of recreating their visions and reinventing their brands and companies
to help them both move forward. The fear of stagnation and a loss
of inspiration is what keeps many motivated—the success of these
products and brands are your passion, your life and what inspires you to
wake up every day and live your dream. It’s too bad that in the pursuit
of success and entrepreneurship we have our dear friend, the U.S. Food
and Drug Administration (FDA), to also contend with.

Since the last issue of Zobacco Business, the FDA has issued a 90-day
extension for many of its compliance deadlines. This is a topic we’ve
been covering and reporting on extensively through tbaccobusiness.com
because we know how important FDA regulation is to many of you and
how it’s changing how we all do business. This extension was brought on
by the change in administration and the FDA needing additional time
to review and respond to the lawsuit brought on by the International
Premium Cigar & Pipe Retailers Association (IPCPR), Cigar Rights
of America (CRA) and the Cigar Association of America (CAA). In
addition to maintaining innovation and creating something customers
and consumers will continue to buy, now we also have to work toward
compliance and meeting the standards set by the FDA—as if we needed
another challenge or obstacle in our daily grind.

Here’s the truth of the matter: The FDA may have changed how
many conduct business and it may have slowed new product releases,
but it hasn’t killed the entreprencurial spirit. We saw it in full effect at
this year’s Tobacco Plus Expo (TPE) and expect to see it at this year’s
IPCPR show in just a few weeks. Manufacturers are continually working
on complying with the FDA’s deeming rules, but they aren’t closing up
shop and calling it a day by any means. To show that the premium cigar
and tobacco industry is very much alive and well, Tobacco Business has an
extra-special IPCPR show-themed issue for you this month.
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MANAGING DIRECTOR Ben Stimpson

GENERAL MANAGER, SALES AND ADMIN. Lea Edmondson
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DESIGN DIRECTOR Dana Collins
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DIRECTOR OF DIGITAL DESIGN, CONTRIBUTING EDITOR Antoine Reid
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This issue is jam-packed with editorial coverage from more than 13
different premium cigar and tobacco companies, including our cover
feature with entrepreneur and visionary, Jonathan Drew, president
and co-founder of Drew Estate and the recently launched John Drew
Brands. We have a special interview with Mark Pursell, CEO of the
IPCPR, where he discusses the current work and focus of the IPCPR
beyond the trade show. Our spirits writer, Nick Douglas, writes on
the timely topic of established heritage brands and why your store’s
humidor needs these cigars and products in stock. We also have a “Best
of Las Vegas” feature that includes inside information on where to
smoke so you can enjoy your favorite cigars after the IPCPR show or
during your next trip to Vegas.

Tobacco Business and its parent company Tobacco Media Group (TMG)
are serious about helping you stay ahead of the FDA and other challenges
your business will face. Our magazine and trade show, the TPE, provide
you with the information and resources needed to be successful in today’s
marketplace. Despite the FDA, we’re excited about what’s ahead. The
magazine is breaking barriers, and we've got some exciting things
planned for it and the TPE coming up—including the announcement
that Jonathan Drew himself will not only be at TPE 2018 but will be
our keynote speaker come January. Visit us at IPCPR Booth #2170 to
learn more about the magazine and TPE 2018 and how you can be part
of both. When it comes to helping you achieve success and navigate
through all the changes happening to our industry, we mean business.

Managing Director, Tobacco Business
benstimpson@tobaccobusiness.com

BUSIN

TMG INTERNATIONAL

-
MAGAZINE

Lea Edmondson, General Manager of Sales and Administration

-

TPE MANAGEMENT
Hilary Manning, Tradeshow Logic
Ellie Hanson, Trade Show Marketing & Operations Manager

TOBACCO BUSINESS MAGAZINE
9121 Anson Way, Ste. 200 #229
Raleigh, NC 27615

(800) 744-4427

A DIVISION OF KRETEK INTERNATIONAL, INC.
PRESIDENT AND CEO, KRETEK INTERNATIONAL Mark Cassar
CHIEF MARKETING OFFICER Jason Carignan
CHIEF FINANCIAL OFFICER Don Gormly

Tobacco Business is published bimonthly at 9121 Anson Way, Ste. 200 #229 Raleigh, NC 27615. Printed in USA. Copyright 2017 by TBI, LLC. Subscription rate is $45.00/
year. Send paid subscriptions to Tobacco Business at same address as mentioned above. For reprint information, contact Lea Edmondson at 877-702-4427. Copying:
Permission is granted with users of the Copyright Clearance Center Inc. To photocopy any article, with the exception of those for which separate copyright ownership
is indicated on the first page of the article, provide a base fee of $1.25/copy. Tobacco Business International is a registered trademark of TBI, LLC. POSTMASTER:
Send address changes to Tobacco Business, 9121 Anson Way, Ste. 200 #229 Raleigh, NC 27615.

[2] TOBACCO BUSINESS [ JULY/AUGUST 1171


http://tobaccobusiness.com/
mailto:benstimpson@tobaccobusiness.com

ﬂl:'- ToBA
i

AVANTICIGAR.COM | (300) 586-8409

SPECIAL MOMENTS DESERVES
PREMIUM QUALITY CIGARS.

Parodi Speciale uses only 100% selected US dark fire-cured
tobacco and a top grade wrapper. A new, all natural fermentation
process creates a uniquely smooth, rich cigar that sets a new
standard for the Parodi smoker. PROUD, CONSISTENT, STRONG.
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IN THE FIELD / MARK PURSELL, CEO OF THE IPCPR

THE

BEYOND

SHOW

Many think of the International Premium Cigar & Pipe Retailers Association
(IPCPR) as just a show—and they’re wrong. From educating retailers on
how to improve their businesses to its work on the state and federal levels,
Tobacco Business goes behind the scenes of the IPCPR.

The International Premium Cigar & Pipe Retailers Association
(IPCPR) has a history that goes back to the 1930s. Since its beginning,
this trade  association has provided its members with business
opportunities through events, annual conventions and shows. With
the increase in anti-smoking legislation on both the state and federal
levels, the IPCPR has taken an active role in advocacy efforts.

Mark Pursell, CEO of the IPCPR, is an avid cigar enthusiast and
has worked with trade associations since 1995. A majority of his work
has been on the trade show side of business, so when the IPCPR pre-
sented a chance continue that work but to also focus on government
affairs, Purscll leaped at the opportunity. Zobacco Business recently sat
down with Pursell to discuss the current work and focus of the trade
association known for its annual trade show in Las Vegas that will
begin on July 10.

Tobacco Business: What would you say has been the biggest
change for premium tobacconists between this and last
year’s trade show?

Mark Pursell: The fear level of the [U.S. Food and Drug Administra-
tion’s] deeming rule. Uncertainty naturally breeds fear, so we are work-
ing overtime to repeal the rule—or at least the most egregious aspects.

What features or services outside of the trade show can
members of the IPCPR benefit from?

They can look forward to more information. The IPCPR has sent
out 70 alerts so far in 2017 as issues warrant. We have also added a
quarterly webinar series to educate our members throughout the year.

The IPCPR’s main focus in the past year has been fighting
against the deeming rules and regulations set by the Food
and Drug Administration (FDA). What’s the latest update
with the lawsuit?

Recently we received a three-month extension in the upcoming
enforcement dates within the rule. This was a direct result of
the lawsuit. It forced the Department of Justice and the U.S.
Department of Health and Human Services to acknowledge the
issues the rule contains.

With the lawsuit filed against the FDA, we saw the IPCPR
partnering with other trade groups like Cigar Rights
of America (CRA), the National Association of Tobacco

Outlets (NATO) and the Cigar Association of America
(CAA). In what other ways is the IPCPR working with these
other organizations?

We work with all three regularly. Currently we have partnered with
the CRA and CAA on our industry litigation as we challenge the
deeming rule in federal court. We work with NATO on local issues as
they have a great record in the municipal arena.

The IPCPR works on the state and federal levels. To create
real change, which do you think is more important?

Both. The federal issues, including the rule, affects everyone and can be
seen as the air war. But the ground war is at the state and local levels. If
you are subject to new local regulations, they can impact you drastically.

Let’s discuss the trade show. How has or how will the FDA
change this year’s show?

The good news is that the rule allows business-to-business sampling,
so the practical impact is little. However, uncertainty in any market is
never good for business. We always have had the best products at our
show and that will continue. We saw thousands of new releases last
year as manufacturers got ahead of the Aug. 8 deadline. I think this
year we will see real rollouts of many of those releases.

In sum, what can people expect from IPCPR 2017?

Great products only available at the show. Our best education lineup
ever and wonderful special events. We've invested in education,
bringing world-class speakers, and in helping our retailers improve their
operations. We have also created some great networking events so peer-
to-peer exchanges can happen. I encourage members to use our app
and do some pre-planning to get the most out of their time at the show.

Besides the deeming rule, what do you see as the next big
area of concern that people should be focused on?

If an import tax is proposed and has any legs, the federal issues will
grow even more.

What’s your vision for the IPCPR going forward?
More educational services and product partnerships that will help
our retailers.

As a parting message before this year’s show, what would
you like to say to our readers?

Visit IPCPR.org once a week, check out the FDA toolbox and webi-
nars, and make sure you join us today. TH

[ TOBACCOBUSINESS.COM ] TOBACCO BUSINESS [9]


http://ipcpr.org/

IPCPR
PREVIEW

IPCPR Peek-a-Boot

Take a sheak peek at a few show floor highlights. BY RENEE M. coviNo

Amidst US. Food and Drug Administration (FDA) fil-
ings and mdustry lawsuits, the show must go on! And
with it, so do product unveilings, limited editions and
company news.

Whether you're looking to plan out your time on the
show floor a little better before you head to Vegas or you
want to see what\you might be missing, Tobacco Business
presents a few booth highlights from this year’s Inter-
national Premium Cigar and Pipe Retailers Association
(IPCPR) trade show:

Arango Cigar Co.

(Booth 3140)\wall have the wares of a familiar partner
in its booth this year: Music City Marketing. Actually,
about a month before the show, Arango acquired certain
assets and exclusive U.S. distribution rights to Music City
Marketing, which included everything but the Dunhill line,
according to Arango president Michael Gold. Therefore,
Arango is the new U.S. distributor for Falcon Pipes,
Butz-Choquin, IM Corona Lighters, certain Sutliff Pipe
tobaccos and some private-label Zippo lighters.

What it means for tobacconists? “It means they will
have a bigger, better and faster shopping opportunity
for all pipes, pipe tobaccos and related accessories,”
Gold tells 7B. “This puts us in a stronger position to
service the market needs.”

[10] TOBACCO BUSINESS [ JULY /AUGUST | 171

e

It means they
will have a
bigger, better
and faster
shopping
opportunity
for all pipes,
pipe tobaccos
and related
accessories.

99

According to Arron Sissom, president of Music City
Marketing, “It was a fantastic fit. Mike and Arango have
the facility, the infrastructure and the staff to take on this
venture. In one way, shape or form, Arango has been
associated with Music City Marketing for many years;
they really take care of their customers and work hard to
develop relationships.”

Talking specific products, Arango Cigar Co. is featuring
Erik Nording’s novel “Sailor” product line of value-priced
pipes in its pavilion at IPCPR 2017. Arango is the exclu-
sive U.S. distributor for all Erik Nording products.

Sailor consists of a briar bowl that is encased in a
polished aluminum sleeve. The assembly is permanently
attached to the black plastic base, which covers the
sleeve’s lower half. The base’s open bottom reveals a
stamped logo and “Made in Denmark.” The aluminum
sleeve and matching stem colors are red, blue, black, sil-
ver and gold. It comes with a five-inch aluminum stem
and black plastic bit, with an optional 10-inch stem/bit
available separately in all colors. Smokers can swap stem
colors and lengths as desired.

“Danish master carver Erik Nording is a pioneer and
leading promoter of the Danish free-hand style of con-
noisseur/ collector briar pipes,” states Gold. “His success-
ful expansion into this area of the marketplace targets
entry-level and budget-minded pipe lovers, who can now
enjoy the distinction of owning Nording pipes.”



Made you look!

Digital ignge will do the same for your customers!!

Your MOD purchase
. entitlesyouto

68% of customers
agreed that digital
sighage would
“influence their decision
to buy the advertised
product””

found to increase sales
up to 33% !

s eqsy to use

* cloud based - instant deployment
* geliminates those pesky USBs
* unlimited ad space rotation
+ static and animated options
* design templates and graphic uploads

* ad scheduler (including Daypart override)
* eams $$ from manufacturer supported ads
* instantly deploy ads to multiple retail locations

i I.“f'(.(.

“Faslrax

Solutions
GoFTX.com « (256) 319.3470 « Contact us for a FREE demo!

* Nielson study of digital sighage use in 120 grocery stores


http://goftx.com/

ICPCR Preview

D & R Tobacco

(Booth 1333) will be featuring an extensive line
of premium pipe tobacco blends and its premium
Tabacalera cigars.

Its latest product extension, the “Blender’s Bench,”
is a series of 30 specific leaf varietal types for the
hobbyist and personal blender, according to Mark Ryan,
Daughters & Ryan’s president. “T'hese varietal tobaccos
allow the pipe enthusiast to create blends and learn leaf
characteristics,” he says.

The company also considers itself a leader in ciga-
rette tube varieties and the make-your-own accessories
market, providing retailers with first-tier options for
their tobaccos and related accessories, Ryan says. “Our
product selection gives customers the option to trade
up, builds more customer loyalty and improves profit.
We have responded to consumer demand for variety,
quality and personalized tobaccos and accessories.”

JM Tobacco Co.

(Booth 515) has the spotlight on “Espafiola,” the
company’s first full-premium cigar, at the 2017 IPCPR
show. When John Mahroukian (“JM”) founded the
company in 1996, Espanola was his first offering to
cigar lovers, and so its date of inception and production
fully qualifies it to be grandfathered in accordance with
FDA regulations.

Espafiola continues in its four original wrappers:
Gold Label (Ecuadorian-grown Connecticut), Red
Label (Sumatra), Green Label (Connecticut Shade)
and Black Label (Maduro). They are still available in
four classic Cuban shapes: Corona, Robusto, Toro and
Churchill. The cigars are cello-tubed and presented 25
to the coffin-style Spanish cedar boxes.
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My Father Cigars

(Booth 1930) is featuring Jaime Garcia Reserva Espe-
cial Limited Edition 2017 and Vegas Cubanas, which
is an expanded line to the national market because
this is an existing line. Nowadays, “any product com-
ing to the market is really valuable to the cigar indus-
try because consumers are always looking for some-
thing good and different, especially if it’s a limited
edition,” says Alcides Montenegro, general manager
and creative director of the My Father Cigars.

Vegas Cubanas is said to be “a symbol of a traditional
handmade cigar.” It is the result of a careful selection
and elaboration of Nicaraguan fillers and binders
grown in the Esteli and Jalapa regions of Nicaragua.
This cigar is dressed with a Corojo wrapper that has
been chosen and optimally matured for a medium-
bodied smoking experience.

The brand name comes from the name given to
tobacco fields in Cuba: “Vegas.” It is packaged in a
Cuban-style dressed box of 25 cigars.

This year the company will also unveil the Jaime
Garcia Reserva Especial Limited Edition 2017, six
years after its first edition.

It is very different from the regular Jaime Garcia
Reserva Especial. This full-bodied cigar has a Nicara-
guan binder and strong Cuban-seed Nicaraguan filler
tobacco, including the Pelo de Oro. Three thousand
boxes, each containing 16 of these 6.5x52 Toro cigars,
were produced. The cigars bear a suggested retail price
of $17 (depending on state taxes).
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The Serino Cigar Company

(Booth 2748) announced that Wayfarer will be in full
production and distribution at this year’s IPCPR. The
blend has become known as Carson Serino’s “personal
cigar,” previously sold naked as “T'he Wayfarer” to select
retailers and handed out as an event exclusive. The blend
will initially be available in three vitolas and will later be

expanded to five. Two will be special releases.

Wayfarer is Carson Serino’s first journey into the cigar
industry after learning and growing with his family’s
business for the past 20 years. “I'm very thankful to
have grown up around this beautiful industry,” Serino
says. “I've met some great people over the years that
have shown me what it takes to produce an exceptional
blend. For my first cigar, I wanted to create something
timeless and classic, a cigar that can be enjoyed at any
hour of the day and one that is accessible to all palettes.
Medium-bodied, complex yet balanced, The Wayfarer
blend is the culmination of everything I have learned
from this industry—this is my journey.”

Serino’s isn’t the only journey Wayfarer represents.
It also embodies the traveling of traditions. This proj-
ect was created by Carson Serino and Luis Omar
Gonzalez, son of famed Cuban master blender Omar
Gonzalez-Aleman.

“For this project we wanted to create a traditional
Cuban styled cigar with new-era branding. We imple-
mented traditional Cuban rolling methods and used
original Cuban molds, including the very 109 mold that
has crafted some of Cuba’s most memorable cigars.”

The Wayfarer blend will be offered in the following
vitolas:

* Wayfarer Corona Gorda w/ Cuban triple cap
(6x46), $7.70 MSRP (Boxes of 20, $154)

* Wayfarer Robusto w/ Cuban Perilla cap
(5x52), $8.50 MSRP (Boxes of 20, $170)

* Wayfarer “The 109" cap Toro
(6.25x50), $9.20 MSRP (Boxes of 20, $184)

* Wayfarer Corona (51/8x44), $6.95 MSRP
(Boxes of 20, $139) ** Future Release

* Wayfarer Dalia (6.75x43),
MSRP TBA ** Future Release
The Serino Royale line will also be showcased at this
year’s [IPCPR show. The line is offered in four different
blends: Connecticut, Medio, Maduro and Maduro XX.
This blend is special due to its 5.5-year aged filler and
two-year post-roll aging process.
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More Stogie
Quick Takes:

Altadis U.S.A.
(Booth 2308) and
Ortega Premium
Cigars have become
the first premium
cigar brands to be
included in the FDA’s
grandfathered tobacco
product list.

Oettinger Davidoff
AG Davidoff of
Geneva USA, (Booth
2008) recently unveiled
the Avo Syncro South
America Ritmo cigars,
the third in the Avo
Sancro series and
the first to contain
tobacco from different
countries. It is available
in four sizes: Robusto,
Toro, Special Toro and
Torpedo Largo.

General Cigar
Company (Booth
2630) recently
introduced its new
Cohiba Blue cigar,
calling it “a value-
priced” and “more
affordable version” of

its Ciohiba brand.

Gurkha Cigar
Group (Booth 1115)
recently announced it
will acquire American

Caribbean Cigars
after partnering for
more than five years.
Gurkha CEO Kaizad
Hansotia said that
owning its own factory
“is a natural transition
and the next strategic
step in being able to
continue to satisfy the
needs of Gurkha

fans worldwide.”

ICPCR Preview

Ventura Cigar Company

(Booth 2144) will be featuring all of its cigar lines, with
an emphasis on the flagship brands PSyKo, SEVEN and
Archetype. It will also be showcasing its premium bundle
cigar, Slaughterhouse, said to be “crafted for premium
flavor at an attractive value price point.”

Last year, Ventura Cigar Company announced the
Case Study cigar project, and this year, it is rolling out
the first full production run of lines 1-5. The back story
on this project begins during a period from 1945 to
1966 when Arts & Architecture magazine commissioned
the rising stars of mid-century architecture to design
and build a series of inexpensive, efficient model homes
for the post-World War II generation. In total, 26
homes were built, mostly in the Greater Los Angeles
area, by renowned architects including Richard
Neutra, Charles and Ray Eames, Pierre Koenig and
Eero Saarinen. These now-iconic homes were designed
with a minimalist, modern aesthetic and have been
prominently featured over the years in Hollywood
films, advertising campaigns and photo essays.

The Case Study cigar project from Ventura Cigar pays
homage to this triumph of modernist design. Numbered
from 1 through 26, each exclusive Case Study blend fea-
tures a range of vitolas that have been hand-blended by
some of the top Master Blenders in the business.

The company will also be introducing its Hugo Chair-
man series cigar, which was a partnership between Ventu-
ra Cigar and Rocky Patel, who blended this cigar in honor
of Hugh Cassar, Ventura’s chairman and the man who
started parent company Kretek, so many years ago. It’s an
iconic cigar that features a Mexican San Andres wrapper
and offers a medium-full smoking experience.
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— 4 Mainland Value.

Robusto sizes. Back again in 10-packs.
Stillhandmade in the Dominican Republic.
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Time is priceless. Money is value. Bahama Mamas
Premium Aged Sumatra wrapper, long filled with Piloto Cubano &

Habano 92 Nicaragua. Perfect for an hour or so
on the back nine or the back deck. Millions of cigar smokers today are looking for

offers the luxury of time and money well spent.

an afforable premium cigar with the taste

and smoothness that make the most of the
priceless time they have to themselves.

Offer them an affordable bundle or 5-pack.
Their time is up to them. The extra profits are
up to you.

Help your customers spend

their time (and money)wisely.
Natural Leaf. Imported 5-pack slide box
Hamdmade in the Dominican Republic
4% 30 in 4 flavors: Classic, Freeport Rum,
Vanilla Fusion and Golden Honey.

Premium aged Sumatra Wrapper
around aged Olor SAn Vicente filler.
15 minutes of time well spent.

Callus at 702-418-3700
e-mail info@bmcllc.us
Learn more about us at www.bmcllc.us

No minimum purchase. Ask us about
opening order promotions.
Guaranteed next day shipping

on all orders.

Blend Mastro Company, LLC. Las Vegas, NV 8691186
POTOMAC TOBACCO COMPANY BMC_AD4C_TOB-JUL2017
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IPCPR
VEGAS CIGAR
LOUNGES

En Fuego
Cigars & Lounge
328 W. Sahara Ave.
Las Vegas, NV 89102
(702) 384-9262
enfuegolasvegas.com

Heading to Las Vegas for the IPCPR show? You’ll want
to check out these four standout cigar lounges and bars.
BY ANTOINE REID
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Casa Fuente
Located in The Forum
Shops at Caesars Palace
3570 S. Las Vegas Blvd.
Las Vegas, NV 89109
(702) 731-5051
casafuente.com
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Built by Masters. Crafted Through Time.

Inspired by the pioneering architects of mid-century modernist design, the 26 unique blends of rare, vintage tobacco
in Case Study pay homage to the architects of flavour, and exemplify the Master Blenders' craft and expertise.

Limited Editions

Master Editions

Factory
Occidental Cigar

Wrapper
Ecuador Habano

Factory
La Aurora

Wrapper
Corojo Ecuador

Factory
Occidental Cigar

Wrapper
Mexico,
San Andres Maduro

WARNING: Cigars contain many of the same carcinogens found in cigarettes, and cigars are not a safe substitute for smoking cigarettes. UE“TUH“
This product contains chemicals known to the State of California to cause cancer and birth defects and other reproductive harm.

Factory Factory
Occidental Cigar Plasencia Cigars
Wrapper Wrapper
Ecuador Nicaragua Habano
Connecticut
#CaseStudyCigars
EEEEE VenturaCigar.com
©2017 Ventura Cigar Company. Al Rights Reserved.
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Davidoff of
Geneva Cigar Bar
3200 S. Las Vegas
Blvd. #1245
Las Vegas, NV 89109
(702) 473-5001
\ davidoffcigarbarlv.com

While many cities are cracking down on cigar bars and
lounges, there are still plenty of places to smoke throughout
Las Vegas. With so many smoker-friendly trade shows and
conventions occurring in Vegas each year—from the Tobacco
Plus Expo in the winter to the International Premium Cigar
& Pipe Retailers Association show (IPCPR) in the summer—

knowing where exactly you can go to not only purchase a
great cigar, but also to smoke it without many restrictions
1s important. Here are a few places throughout Las Vegas
where you can enjoy your stogie.

In Caesars Palace, the Montecristo Cigar Bar is one of
Vegas’ newest cigar bars. Barely a year old, the Montecristo
Cigar Bar is a 100-seat bar, lounge and gaming area that
offers visitors a place to enjoy a selection of libations and small
bites in a 4,000-square-foot space. In addition to offering
plenty of seating in its lounge areas where you can enjoy a
cigar, smaller gatherings can be held in the bar’s Vault Room.
The walk-in humidor is stocked with a selection of familiar
brands, including Romeo y Julieta, Ashton, Montecristo
and Rocky Patel, among many others. With more than 135
different bourbons and whiskeys, Montecristo Cigar Bar has
alot of offer for any person or group of people looking for a
place to relax and spend their leisure time.

“Here you can game, you can drink, you can smoke, and
you can eat. In most places, you can only do a few of those,”
says Chelsea Ryder, public relations manager at Caesars
Entertainment Corporation. “People can camp out here. It’s
a nice, secluded space.”

If you want to get away from the gaming aspect of Vegas
but still want to be in the middle of the action, there’s Casa
Fuente, also located within Caesars Palace. Casa Fuente
has been a destination for many cigar enthusiasts since it
opened in 2005. Though it only carries Fuente products, its
spirits selection is worth stopping in for as well-—we definitely
recommend trying a mojito while you’re here. According
to Michael Fayerverger, Casa Fuente’s general manager,
100,000 people from around the world pass by this Vegas
cigar destination on any given day.

“We’re in the most expensive mall in the country. We get
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all types of people: male, female, young, old. They walk in,
they relax, have a nice drink and will have a cigar. We've
become a destination spot,” says Fayerverger. “There are
plenty of machines out on the strip. You don’t have to worry
about gambling here just come in and relax.”

If you are looking for a place to enjoy a cigar and a drink
that comes with a view, head to the Davidoff of Geneva
Cigar Bar at Fashion Show shopping mall. Located
alongside the famed Las Vegas Strip, the Davidoft of Geneva
Cigar Bar isn’t like many of the cigar bars you’ll find in
Vegas. Encased in glass with a fully stocked bar as the center
focus of the lounge area, a walk-in humidor modeled after a
curing barn and an outside lounge area, this business caters
to those who are looking for hard-to-find cigars that are a bit
more high-end.

“When we did our initial market research after being
open for 60 days, we saw that cigars over $40 and the high-
end cigars were what we sold most,” reveals Rich Wilson,
assistant general manager and cigar ambassador at the cigar
bar. “We already had a tremendous amount of high-end
stuff, but as soon as we saw that was the trend we started
pushing to find even more and make sure that we had it,
because if you could get the stuff'in along these margins, then
why wouldn’t you want to do that?”

In planning the launch of the bar, those at Davidoff want-
ed to align it with the company’s overall brand and motto,
which is “time beautifully filled.” When thinking of what
kind of clientele they wanted the cigar bar to attract, they
decided it was those who wanted the highest echelon of not
only cigars but spirits as well. Since its opening over a year
ago, Davidoff has attracted those patrons and also seen many
of them become repeat customers.

Finally, where do the Vegas locals like to smoke? Ed Munn,
owner of Dig This Las Vegas, recommended En Fuego
Cigars & Lounge. Reviewers of En Fuego have described it
as comfortable, relaxing and welcoming. Noted as having a
knowledgeable and friendly staff’ and great customer service,
En Fuego is another great lounge for cigar enthusiasts to visit
during any trip to Las Vegas. T


http://davidoffcigarbarlv.com/
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You made Pyramid® a
success across the USA.

So, thank you to our hundreds

of wholesale, and thousands of
retail partners. We appreciate
your support and we can’t wait to
help you grow your business
even more.

DON’T CARRY
PYRAMID?

Call 1-877-415-4100 to order
or contact your LVB rep today.
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Montecristo Cigar Bar
Located in Caesars Palace
3570 S. Las Vegas Blvd.
Las Vegas, NV 89109

International Premium Cigar & Pipe Retailers Association

(866) 227-5938

85th Annual Convention & International Trade Show Schedule
Las Vegas, Nevada / Las Vegas Convention Center

MONDAY, JULY 10:

9a.m.—5 p.m.
Registration Open

SEMINARS

(All seminars will be
held in the Westgate
Paradise Event Center)

1-2 p.m.
Turn New Customers
into Repeat Customers

3-4 p.m.

How to Survive
and Thrive as a
Tobacconist Today

5-6 p.m.
2017 FDA Regulatory
Compliance Update

6:30-10 p.m. Opening
Reception (Westgate
Paradise

Event Center)
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TUESDAY, JULY II:

8-9:30 a.m.

Opening Breakfast &
Annual Meeting w/
Keynote Speaker Rudy
Giuliani—Principled
Leadership: In the Face
of Change and Cirisis
(Westgate Paradise
Event Center)

9:30-10:30 a.m.
Trade Show Open
for PAC VIPs

10:30 a.m.-5 p.m.
Trade Show Open
for All Attendees

11:30 a.m.~2 p.m.
Lunch Available (Food
Court on Show Floor)
12:30-1:30 p.m.
Lunch Time Learning
Series—The Welcomer
Edge: Unlocking the
Secrets of Repeat

Business (On Show Floor)

WEDNESDAY, JULY 12:

10 a.m.—5 p.m. Trade
Show Open for
All Attendees

11:30 a.m.-2 p.m.
Lunch Available (Food
Court on Show Floor)

12:30-1:30 p.m.
Lunch Time Learning
Series—Retailers Best
Practices Panel

(On Show Floor)

Evening State
Association Cocktail
Reception (in PAC
VIP Booth)

THURSDAY, JULY 13:

8-9:30 a.m. AMAB
Meeting (Room TBD)
10 a.m.—5 p.m.: Trade
Show Open for All
Attendees

11:30 a.m.-2 p.m.
Lunch Available (Food
Court on Show Floor)
12:30-1:30 p.m.
Lunch Time Learning

Series—Cigar Aficionado

Manufacturers Panel
(On Show Floor)

7-10 p.m.

IPCPR Cigar Bash
(The Light Nightclub at
Mandalay Bay)

FRIDAY, JULY [4:

9a.m.~1 p.m.
Trade Show Open
for All Attendees

* Day 4 $10,000 Prize
Drawing (Lunch Time

Learning Theater on

Show Floor)

[Schedule subject to
change. Visit ipcprorg for
the latest schedule, and
download the IPCPR
App on iTunes and
Google Play.|
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TO LEARN MORE ABOUT WHAT JOB. ORGANIC HEMP CIGRARETTE PRAPER
CAN DO FOR YOUR BOTTOM LINE, CALL 1-800-288-8888




LEGISLATIVE MATTERS

What You Need to Know
About Federal Regulation

Retailers and manufacturers alike should be
watching these five hot-button regulatory issues.
BY NOAH STEINSAPIR, GENERAL COUNSEL, KRETEK INTERNATIONAL

WITH SO MANY DIFFERENT governmen-
tal bodies (i.e., federal, state and local) regulat-
ing tobacco, we are often asked which mandates
concern us the most. We closely scrutinize all
the laws, rules and regulations to ensure that
we are compliant, but some have more serious
ramifications than others. Below is a list of the
top five federal level issues that concern both
tobacco manufacturers and retailers.

DR.SCOTT GOTTLIEB

APPOINTED TO HEAD THE FDA:
Perhaps nothing is more important to man-
ufacturers and retailers than the recent ap-
pointment of Dr. Scott Gottlieb to head the
U.S. Food and Drug Administration (FDA).
Everyone is reading the tea leaves attempting
to determine how Gottlieb will impact the
current regulatory scheme and, in particular,
the deeming regulations. Some of Gottlieb’s
opinions of how the FDA should regulate to-
bacco are well-documented. For example, in
August 2012, Gottlieb authored a New Tork
Post article wherein he claimed that the FDA
deeming cigars to fall under the 2009 Fami-
ly Smoking Prevention and Tobacco Control

Act: (1) would be an overreach of the FDA’s
power (2) misses the mark, as the FDA has re-
fused to accept that alternative tobacco prod-
ucts pose a much lower health risk than cig-
arettes and (3) would needlessly result in loss
of tens of thousands of jobs due to regulation.
Gottlieb also purportedly has an interest in a
vapor-related entity, which he has promised
to divest from. Time will tell the impact of
this appointment.

PENDING LITIGATION
AND CONTINUATION OF
COMPLIANCE DATES:
On July 15, 2016, the Cigar Association of
America (CAA), Cigar Rights of America
(CRA) and the International Premium Cigar
and Pipe Retailers Association (IPCPR) jointly
filed suit against the FDA challenging the
core of the deeming regulations, including
requiring any covered tobacco product not on
the market as of Feb. 15, 2007, to undergo the
overly burdensome and costly premarket review
process in order to remain on the market.

On Feb. 13, 2017, the three groups filed a
motion for summary judgment seeking a de-
termination of various issues presented in the
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case. In response, the Department of Justice,
with a deadline of May 1, 2017, to file an op-
position to the group’s motion, stated that they
required more time to respond. As a result, on
May 1, 2017, through an order jointly filed by
the three groups and the Department of Jus-
tice granting a 90-day continuance, the FDA
announced that it was extending and defer-
ring enforcement of all upcoming compliance
deadlines relating to the deeming regulations
by three months to permit new leadership, in-
cluding Health and Human Services Secretary
Tom Price, to fully assess and consider the
issues presented in the lawsuit.

The FDA has agreed to roll back the
enforcement of all compliance deadlines occ-
urring on May 10, 2017, or later by three
months. As such, the new upcoming compli-
ance deadlines under the deeming regulations
are Aug. 10, 2017: submission of rotational
warning plans for cigars; Sept. 30, 2017:
deadline for registration of domestic estab-
lishments and product registration; Now.
8, 2017: deadline for listings of ingredients
for tobacco products and deadline to submit
substantial equivalence exemption requests;
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Legislative Matters Continued

May 8, 2018: decadline to submit substan-
tial equivalence reports; Aug. 10, 2018: im-
plementation of labeling requirements for
tobacco products and retailer point-of-sale
warning statement requirements for cigars
sold individually and without packaging; Nowv.
8, 2018: deadline to submit premarket tobac-
co product applications; Nov. 8, 2019: dead-
line for submission of listing of harmful and
potentially harmful constituents (HPHC:s).

COLE-BISHOP

AMENDMENT UPDATE:

On Feb. 16, 2017, Reps. Tom Cole (R-OK)
and Sanford Bishop (D-GA) introduced into
Congress H.R. 1136, more commonly known
as the F'DA Deeming Authority Clarification
Act of 2017. The act provides for regulation
of vapor product batteries and advertisements
of vapor products, but it also amends the
deeming regulations to move the grandfather
date for all covered tobacco products from Feb.
15, 2007, to the effective date of the deeming
regulations, Aug. 10, 2016, which would pre-
vent certain vapor and tobacco products from
having to go through the premarket review
process. The act was left out of the agricultural
appropriations bill passed by Congress in May,
but there will still be an opportunity that the
bill could be revived when Congressional Fed-
eral Budget negotiations resume in October.

A LACK OF CLEAR GUIDANCE
ON THE SUBSTANTIAL
EQUIVALENCE PROCESS:
Under the Family Smoking Prevention and
Tobacco Control Act, tobacco products (cig-
arettes, roll your own [RYO] tobacco and
smokeless tobacco) that were not grandfathered
were required to go through a premarket review
process, including the filing of a substantial
equivalence report showing that any differenc-
es between a covered tobacco product and a
grandfathered predicate product did not pres-
ent “a different question of public health.”
The deeming regulations require all covered
tobacco products that are not grandfathered
to go through the same premarket review
process. Though the FDA released guidance
in 2011 on filing a substantial equivalence re-
port relating to cigarettes, RYO tobacco and
smokeless tobacco, they have not provided
any new or updated information on what is
required for substantial equivalence reports
for newly covered tobacco products, includ-
ing cigars, pipe tobacco and e-cigarettes/
vapor products. With substantial equivalence
reports for each product likely to require nu-
merous hours of work and cost hundreds of
thousands of dollars (at least) to prepare, the
FDA’s delay in issuing updated guidance of the
substantial equivalence process for these newly
deemed tobacco products puts manufacturers
at a severe handicap in trying to navigate the
premarket review process.

FDA FIELD INSPECTIONS OF
RETAILERS TARGETING MINIMUM
AGE REQUIREMENT TO SELL
DEEMED TOBACCO PRODUCTS:
Ensuring that tobacco products are sold ex-
clusively to those of legal age is one issue the
entire industry agrees on. In recent industry
presentations, the FDA has informed the in-
dustry that it has conducted thousands of field
inspections and the target appears to be retail-
ers selling to minors under the legal age for
purchasing tobacco.

As with almost every state and local law,

the deeming regulations also prohibit retailers
from selling deemed tobacco products in any
medium (including mail order as well as the
internet) to any individuals under 18 years of
age. In addition, the FDA mandates that re-
tailers physically check the photo identifica-
tion of all customers under the age of 27 who
attempt to purchase a cigar. We have also re-
cently received an influx of notifications from
our retailer partners concerning these inspec-
tions. All retailers should remember to request
the proper age verifying identification prior to
selling tobacco products. TlB
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[ TOM BRIANT] |

California
Tobacco
Flavor
___ Bans

IN THE PAST SEVERAL MONTHS, a growing num-
ber of California cities and counties have considered
local ordinances that would ban the retail sale of fla-
vored tobacco products, including menthol cigarettes
and menthol, mint and wintergreen tobacco products.
These California localities include Contra Costa Coun-
ty, Oakland, San Francisco and San Leandro.

There are serious concerns that the National Asso-
ciation of Tobacco Outlets (NATO) 1s raising with the
studies, data and reports relied upon by these local
governments and advocates to support the flavor bans.
These proposed ordinances often claim that 90 percent
of adults began smoking by age 18 and that the majority
of middle school and high school students that use to-
bacco products started with flavored tobacco products.

For the state of California, this data should no longer
be relied upon to support additional restrictions and pro-
hibitions on the retail sale of tobacco products because
the studies were conducted based on a legal age of 18 to
purchase and use tobacco products. With the legal age
to purchase now 21 in California, the ability of anyone
under the age of 21—and, in particular, anyone under
the age of 18—to obtain tobacco products is even more
severely curtailed.

In 2016, the US. Food and Drug Administration
(FDA) 1ssued the initial findings of a major study titled
the “Population Assessment of Tobacco and Health
(PATH).” The PATH study confirmed that the majority
of youth under the age of 18 obtain tobacco products
from what are called “social sources.” Social sources are
older friends, adult siblings, parents and even strangers
who purchase tobacco products legally and then provide
them to underage youth.

With the age 21 law now in place, high school students
will no longer be able to rely on 18-year-old seniors to
legally purchase and then provide them with tobacco
products. This reduction in availability of tobacco
through social sources is referenced in another study
sponsored by the FDA and conducted by the Institute of
Medicine, which concluded that raising the minimum
legal age to 21 would mean that those who can legally
obtain tobacco are less likely to be in the same social
networks as high school students.

[26] toBACCO BUSINESS [ JULY/AUGUST

The point is that because the proposed ordinance has
a goal of protecting the health of underage youth, local
lawmakers in California need to allow the age 21 law to
increase the difficulty for anyone under age 21 to obtain
tobacco products instead of banning the sale of legal,
flavored tobacco products to everyone who is 21 or older.

The proposed ordinance also cites a recommendation
contained in a report by the FDA’s Tobacco Product
Scientific Advisory Committee that menthol cigarettes
should be removed from the marketplace. Local lawmak-
ers cannot and should not rely on this report to support
passage of the flavored tobacco product sales ban.

In July 2014, the United States District Court for the
District of Columbia ruled in a lawsuit filed against the
FDA and the Tobacco Product Scientific Advisory Com-
mittee that members of the committee had conflicts of
interest and that the findings and the recommendations
of this report are “at a minimum, suspect, and, at worst,
untrustworthy.” With this case now on appeal, it would
be inappropriate for the city of Oakland to adopt a ban
on menthol-flavored cigarettes and to rely on this report,
even in part, to support adoption of the ordinance.

According to industry sales data, a complete ban on
all flavored tobacco products, including menthol ciga-
rettes, flavored cigars, pipe tobacco, electronic cigarettes
and vapor products and flavored moist chewing tobacco,
would result in the average convenience store located in
Oakland losing $83,626 in annual net income on lost
tobacco sales alone. The $83,626 in net income can
make up a significant portion of a store’s annual profit
because the business model for a convenience store relies
on gasoline sales at the outside pumps, plus tobacco sales
making up 36 percent of in-store sales.

This significant decline in net income will be
exacerbated because of the loss of other product sales,
including gasoline, snacks and beverages when adult
customers simply drive a short distance to an adjacent
city to buy their preferred tobacco products and make
other purchases. These supplementary purchases of
gasoline, snacks and beverages are very important
revenue sources for a retail store to remain profitable.
The severe impact on sales means that many family-
owned retail stores would no longer remain profitable
enough to remain in business.

This potential outcome is why local retailers need to
become engaged in the public debate on these kinds
of local ordinances to protect their right to sell tobacco
products and the right of their legal-age customers to
purchase tobacco products. TH

Thomas A. Briant is
executie director of the
National Association of
Tobacco Outlets (NATO).
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Are Not A Safe Substitute For Smoking Cigarettes. This Product Contains Chemicals Known
To The State Of California To Cause Cancer And Birth Defects And Other Reproductive Harm.




UN

=

-
o -9

}
-
i
4
IF
d

——

Kelly Michols, Presideft of STG Lane

LA X

W | ——

LIMITED

Scandinavian Tobacco Group Lane Ltd.’s use of research and data helps the
company sell products in tobacco categories that are in a state of decline. That
same data can help your retail business prosper in today’s business landscape.

The history of Scandinavian Tobacco Group Lane Ltd. (STG Lane)
is decorated with successful, well-known heritage brands, while the
company itself is anything but traditional. STG Lane is a progressive,
forward-thinking tobacco company that focuses most of its attention in
three categories: roll your own tobacco, traditional pipe tobacco and
filtered cigars. STG Lane faces a rather formidable challenge in selling
and marketing these products: each of these are traditional tobacco cat-
egories that are in a state of decline. Regardless, each category remains
an important part of STG’s overall business plan.

STG Lane is driven by more than financial numbers. The compa-
ny looks at data and sees something many other manufacturers selling
products in the same categories don’t: potential and opportunity. Using
data to fuel their marketing, strategy and relationships with retailers and
other business partners, STG Lane remains competitive and important
to today’s tobacco business landscape.
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BY ANTOINE REID

DATA-DRIVEN STRATEGY
Kelly Michols, president of STG Lane, and others at his company
acknowledge that there are some categories of tobacco products in
decline. “There are parts of these segments that we’re seeing some
growth in—particularly the premium segments—and some building
excitement that we hope bodes well for the future,” says Michols. “The
mainstream segments are still vital to the overall tobacco business but
they’re not the hottest segments in terms of growth right now.”

To support these lower-growth categories, the company tries to take
a more modern approach to how they market items. STG Lane has
gathered consumer and market data research over the years that has
enabled it to develop effective strategies for retailers and its customers.
The company is constantly trying to understand and think aggressive-
ly about the market from more of a category management standpoint
rather than what’s going to be best for STG Lane, an approach that’s
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We have the
supportof a
really strong
global organi-
zation, which
also helps us
from a resource
and a creativity
standpoint be-
cause we don't
have to drive
all of our ideas
just on what's
happening in
the U.S.

London
Export

Turkisl
Export

helped STG Lane move products and remain viable as
a business. Besides strategic thinking and planning, STG
Lane relies heavily on its parent company, Scandinavian
Tobacco Group, and all of its resources and data.

“We have the support of a really strong global orga-
nization, which also helps us from a resource and a cre-
ativity standpoint because we don’t have to drive all of
our ideas just on what’s happening in the U.S.,” explains
Michols. “We can look throughout the world and see
what could potentially work here.”

DATA-FUELED RELATIONSHIPS

Another area where STG Lane’s data plays a big role is
in its relationships with its retail partners. The company
works with retailers of all types because of the variety of
its product lineups. STG Lane’s products can be found
in convenience stores, premium tobacconists, specialty
tobacco outlets and food stores, and each venue requires
a different approach in order to maximize results. As
with the other parts of STG Lane’s business, what the
company likes to do is partner with retailers and use data
to create a buzz and turnover for its products.

“Being able to sit on the same side of the desk as the
retailer and really talk about their tobacco business over-
all using the data we've invested in and we feel like we’re
good at working with—that’s when we really get excited,”
says Michols. “We’ve made a big investment over the years
in trying to be that trusted resource for data. When we
can use that data and see the benefit for the retailer with
increased business and increased sales—not just on our
products but overall in the product category—then that’s
when we see a partnership start to develop, and that’s
when we really start to see success from the retailer.”

The company is interested in working and partnering
with retailers of all kinds, from traditional brick-and-mor-
tar stores to online business outlets. Michols says the com-
pany strives to be creative and flexible enough to help all
of its business partners, and the true proof of its abilities
lies in how successful its campaigns and relationships are
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in terms of helping move STG Lane products off store
shelves and into the hands of consumers.

“We have ongoing efforts with our brick-and-mortar
partners, whether they be a premium shop or a conve-
nience store, and we try to create programs that are spe-
cific to them and their needs,” he says. “We participate
in online businesses as well with a number of different
retailers. We try to customize our approach with all of
our business partners specifically because they all have
different requirements and opportunities.”

A DIVERSE PRODUCT PORTFOLIO

Besides data, STG Lane’s diverse product lineup also
keeps the company thriving in a tough marketplace.
While there are declining categories of tobacco prod-
ucts, the company has brands within each with long his-
tories that are still very popular with its customers. Take
Captain Black, for example, a pipe tobacco brand with
global recognition that remains one of the company’s
most popular products. Michols says he and others at
STG Lane are seeing one trend that has them excited:
the growth of premium tobacco products. This growth is
one that STG Lane sees as viable and is one they believe
they can create a future for with their products.

“While, overall, some segments may be slipping, we’ve
got the premium segment, which is actually showing some
nice, strong growth, and we believe that’s driven by the
desire for the consumer to have an elevated experience
when they choose to smoke,” explains Michols.

Another trend the company is watching is that of age
21-plus millennial smokers having an interest in exper-
imenting with and trying new things. When millennial
smokers try new products, they are seeking quality, pre-
mium experiences. The premium areas of STG Lane’s
business excite Michols and his team and are viewed as
new opportunities and challenges. Another new oppor-
tunity STG Lane will be capitalizing on to expand its
product portfolio is that it will soon begin selling and
distributing Cricket Lighters. Seen as a product that fills
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a missing piece in terms of tobacco-related products,
Cricket Lighters will present a new challenge for STG
Lane’s sales and marketing team as they attempt to revive
a once-popular brand in the U.S. market. As with any
of the products it sells, STG Lane has a plan to keep its
customers interested and engaged with Cricket Lighters
and all of its other products.

“Once we've introduced them to our products, what
we try to do is work closely with our retailers to create
as much of an appropriate presence for those products
in store. We also do as much one-on-one consumer
engagement as we possibly can,” Michols explains.
Staying connected to consumers and gathering their
information through its websites is a key part of the
company’s overall marketing strategy. This enables
STG Lane to maintain an ongoing dialogue with the
customers and ensure they stay interested in its products.
It also gives them another chance to add to their
valuable research and data to improve future marketing
and sales. With the FDA deeming rules, the launching
of new products is uncertain, which makes it important
for them to be able to understand how their older and
current products are perceived and performing in stores.

“At the end of the day, unless things change, the
rules are the rules, and what we’ve got to do is be smart
enough and creative enough to work within them to
find ways to continue to move the business forward,”
says Michols. “Rules don’t mean ‘stop,” they mean
you've got to do things a certain way, and we’ve got to
apply our intelligence and creativity to find a way to do
that and that’s our plan.”

For its historical products that are already on the mar-
ket, STG Lane will be looking at how each can perform
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better in stores and how it can create some new excite-
ment and buzz around those products. The company is
fully prepared to work within the new rules as defined
by the U.S. Food and Drug Administration (FDA), but it
doesn’t plan on letting those new rules and regulations
slow down its progress or innovation. Michols and his
team are constantly reviewing the FDA regulations and
any new developments, as they would like to be able to
take full advantage of any changes, especially if they are
for the better.

“It’s sort of the beauty of being smaller and more
flexible—we can move and groove based on what these
regulations dictate,” Michols explains.

APOSITIVE FORECAST

When asked what STG Lane’s plans are going forward,
Michols has a very simple answer: STG Lane will con-
tinue to be a trusted resource for retailers, wholesalers
and other business partners. Whether it be with data, or
information about regulations, taxes and rules, Michols
and those at STG Lane want to be a source of valuable
information and data that can help businesses flourish in
today’s market.

“We feel very excited about the future. For us, we have
the benefit of not being alone in this,” says Michols.
“We’ve got this big company that lets us do our thing
based on what’s appropriate and what’s required in the
U.S., but we’ve also got this global organization that we
can draw ideas and inspiration from and support each
other, which gives us even more confidence in where
we’re headed. I expect STG Lane to be around for a
very long time and to be an influencer in terms of what
will happen with tobacco down the road.” T

Rules don’t
mean ‘stop,’
they mean
you’ve got to
do things a
certain way.
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ON REINVENTING DREW ESTATE

JONATHAN DREW RETURNS TO LEAD
THE REBIRTH OF AN ICON

BY JENNIFER GELFAND * PHOTOGRAPHY BY CANDACE WEST

THERE’S NO DENYING THAT JONATHAN DREW is a maverick. He and his
partners at Drew Estate broke virtually every unspoken rule in an industry defined by tra-
dition to create a cigar that won a cult following. Then they parlayed that stronghold into a
powerhouse brand whose success galvanized the cigar industry to rethink flavored cigars.
And that was just the beginning.

The subsequent launches of Liga Privada and Chateau Real cigars proved that the relative
newcomer was a rising star with staying power. By the time the company was acquired by
Swisher International in 2014, Drew Estate boasted a broad product portfolio, ranging from
smaller, tinned smokes to full-bodied double coronas. Jonathan Drew spent the ensuing
years traveling the country—and the world—as a brand ambassador, but early this year
Swisher reinstated him in the role of president of the company he built and charged him
with recapturing the roots and core values on which it was founded. In the interview that
follows, Drew walks us through the company’s inception and early years, shares his views on

the state of the industry and discusses his plans for the “rebirth of Drew Estate.”
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Jonathan Drew Continued

DRILLING DOWN ON DREW ESTATE

Tobacco Business: For the readers who might not
be familiar with the origins of Drew Estate, can
you tell us how you entered the business?

Jonathan Drew: My partner and I, Marvin Samel,
started Jonathan Drew Inc. in 1995 as a premium cigar
retailer in the World Trade Center [WTC] in Man-
hattan, pretty much right after the 1993 WT'C bomb-
ing. We closed shop so I could move to Nicaragua a
few years prior to the 9/11 disaster—then the world
changed forever. [ There’s a] good chance I would have
been there that day.

Jonathan Drew evolved into the firebrand Drew
Estate after I moved to Nicaragua and we transitioned
from the retail space to the manufacturing business.

Moving from New York City to Nicaragua wasn’t easy,
as the country was arising from the Sandinista revolution
and civil war. Nicaragua was a war-torn country—bullet
holes in every single house, brother versus brother kind
of drama. Very rough, painful and often heartbreaking.

I never could have imagined that Drew Estate would
play such a major role in the transformation of our
city, Esteli, Nicaragua—but we did. Step by step, with-
out much of a plan, one tiny company was able to help
change the destiny of almost 100,000 people. It was a
blessing to be part of the Nicaraguan cigar movement
that now rivals Havana, Cuba.

Premium cigars are an industry where the
legacy and heritage of established names are
highly prized, yet your ACID line of cigars was
a breakout success. Why do you think they were
such a sensation?

Heritage brands have an important designation in the
humidor, but they really don’t expand the industry. It
takes a market disruptor or category killer to change the
game. ACID cigars by Drew Estate broke the mold and
ushered in a new era in premium cigars; it’s factual and
historic. We created a cult brand because we were not
cut from the same cloth as our predecessors—we were
an organic movement with our middle finger raised
high. We were straight wildin’ out, riding free, with a
posse of believers who demanded to be heard.

What inspired you to build your own factory in
Nicaragua, and what barriers did you face as an
American doing so?
As you know, there are thousands of cigar brands on the
market today. The main reason we decided to create our
own factory and roll our own cigars was the authenticity
factor. While we lacked the textbook marketing skillset
at the time, we had [a] vision of building a company
that was distinct, something to change the world. To
accomplish those goals we knew that we had to produce
our own cigars.

Additionally, making your own cigars gives you a
much tighter control of the process: You select and
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JD, an avid art collector,
in his condo in Miami.




“Being the first and fourth president , ,
in the company’s history is something

I never take for granted.”
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Jonathan Drew Continued

purchase your own tobaccos, you age them
yourself, you care for them like they are your
children, you feed and nourish them. The end
result is art and not a commodity; it’s extreme-
ly gratifying and soulful.

As an American in Esteli, everyone thought
I was completely crazy, and Orlando Padrén
named me “The Crazy Gringo.” All the old-
er, respected, Cuban cigarmakers thought I
was a nut job as well: “There’s Gringo Loco
walking the streets and playing Wu Tang
Clan at his factory loud enough for the whole
street to hear.”

Interestingly, those unique attributes were
some of the earliest building blocks that gal-
vanized the company at the genesis level with
its “think different” attitude and swing-for-the-
bleachers mentality. We go hard and don’t look
back—because we know that there is only one
Drew Estate and we must represent it every day.

THE ART OF CIGAR MAKING

Everything from your marketing and
packaging of cigars, to the Drew Estate
website design, to the look of your fac-
tory reflects a passion for art. Is art a
personal passion for you? Beyond cigars,
what hobbies and interests do you enjoy?
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Art is definitely my passion and forever built
into the DNA of Drew Estate. Art is expres-
sion and culture and time. It’s what makes us
human and is a powerful ally in whatever war
you are personally fighting. Any enemy can de-
stroy the physical, but nobody and nothing can
stamp out the lifeblood of music and food and
imagery and prose.

Every brand of Drew Estate had a reason to
be born and was a rebirth of cigar culture, time
and time again. Our products are not commod-
ities—they are art, living and evolving. We are
presently in “The Rebirth of Drew Estate” time
period as an organization right now.

“The Rebirth of Drew Estate” is about rein-
vention, but from a structural and infrastructural
standpoint. It’s about going back to our roots and
highlighting our core competencies, while at the
same time defining best practices for our retail and
distribution partners. We are branching out, diving
deeper into technology and institutional attributes
with data, for example, that we can bring to the ta-
ble in creating value for our strategic retail partners.

On a personal level, non-business, I collect
1980s street art, mostly the early graffiti scene,
which included the movements of hip hop,
CBGB’s, Blondie, Madonna, Basquiat, Andy
Warhol and Rammellzee.
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Here we are, 20 years since the birth
of Drew Estate—what trends or pre-
ferences have you observed among
cigar smokers?

From the aspect of cigars themselves, big ring
gauges, small ring gauges, limited editions,
commemoratives and collaborations.

From the aspect of retailing, there are four
important aspects to highlight: digital prow-
ess, merchandizing solutions, cigar bars and
new packaging solutions, such as the G-Fresh
pouches that we have brought to market with
our partners at Swisher International. G-I'resh
creates more access points for consumers to
pick up their favorite sticks and develop new
opportunities for mass market operations to
realize the high margins of premium cigars.

Would you say that those retail paths
are where we should expect to experi-
ence growth potential within the cigar
industry at this point?

Yes, 100 percent, no question.

In 2014, we launched the ACID G-Fresh
packaging solution for the convenience sector,
hoping to birth a new “top shelf” for premi-
um cigars at convenience and DTO locations
across the country. Even though the success
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has not been fully realized, I am still confident
about the sector. As a matter of fact, we are
doubling down on it in 2017. Readers should
contact their Swisher International represen-
tative or call the home office.

Retail chains are continuously trying to find
ways to attract more premium-minded con-
sumers to their stores due to their potential for
higher margins. I believe premium cigars will
eventually play a distinct role in this evolution.

It’s evident that craft beer has made sub-
stantial inroads in that journey—and even
changed the way many convenience stores are
laid out. I think the new program that Swisher
International is about to offer the mass market
trade is about to explode in a big way. They
have learned a lot of valuable lessons over the
last two years and truly listened to their retail
partners to make the correct changes to the
G-Fresh program. It’s a commendable pro-
gram, and Drew Estate is proud to be the pro-
duction partner for premium solutions.

In addition to the new and updated G-Fresh
rollout, the Drew Diplomat Retailer Program
speaks directly to the topic of digital strength,
connectivity between final consumers to the
premium cigar brands they identify with. We
currently have approximately 500 retail oper-
ations across the country, representing almost
1,000 retail doors participating in our digital
world, and receive rebates of up to 7 percent
per year on the business that we do together,
plus other perks. This has proven to be a game
changer and benefits all sides of the [industry].

Speaking of Swisher International, fol-
lowing the acquisition you spent a lot of
time on the road. What was that like?
Did you come away with any revelations
from the experience?
I'love the road and spending time with our hard-
working and passionate salesforce. It’s a challeng-
Ing occupation to be a company representative,
and I respect and value their efforts greatly. I
never want to lose touch or disregard the pulse
of our retailers either, as oftentimes they are the
direct link between Nicaragua and the consum-
er. Their role is vital in the ecosystem.
Additionally, and probably most impactful
to me, I have such a deep love for our premi-
um cigar consumers. I genuinely love spend-
ing time with everyone who made Drew Estate
what it 1s today, our “extended family” as we
like to call it. Cigar culture is so near and dear
to my heart, and I consider myself as much
a cigar ambassador as I do a “tobacco man.”

FOCUSING ON THE FUTURE

Going forward, how will Drew Estate
maintain the edge it is known for while
operating within a larger entity?

We are simply going to continue to have fun,
kick ass and ultimately spread the Drew Estate
virtues everywhere we can, like always. We
are still a family business, and we don’t have
a high turnover rate. Our people, culture and
brands are stronger than ever, and we continue
to challenge ourselves to raise our game. We
are the people’s champ of the cigar world, and
that’s not going to change.

You recently shifted back into an exe-
cutive role in what the company des-
cribed as “recapturing the roots and
core values on which Drew Estate was
founded.” What are your goals for 2017
and beyond?

At our core, we are a creative company, and
I think we have the imagination to reinvent
how this industry moves and shakes as we
help define the retail and distribution land-
scape and experience. Being the first and
fourth president in the company’s history is
something I never take for granted. I report
up to the CEO, Glenn Wolfson, who is men-
toring me in various skillsets.

Every day I wake up with the passion to
hustle hard, bring the swagger and connect
the dots, no matter how complicated things
become. This time around, however, I'm
spending a lot of time learning new business
paradigms with the executives at both Drew
Estate and Swisher.
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There’s a lot to learn and experience with
these professional women and men at both
companies. I really appreciate the opportunity
to learn and also teach some of those lessons. I
truly feel blessed here at Drew Estate.

What do you think the cigar market will
look like in five years?

As I noted in your earlier question, I think that
one of the cornerstones for the future in cigar
retail will be cigar bars.

Cigar bars are a distinguishing factor in
retailing, as they provide a service value that
the consumers are demanding today. They
are a watering hole and a comfortable place
to smoke combined in one—the best of both
worlds. I think if you’re looking to the future
as a local retail owner, it is absolutely manda-
tory to build out your on-site bar.

You spend a lot of time traveling. What
are some of your favorite places to visit?

I'love going back to New York and Brooklyn.
The city is electric, and it’s where I redis-
cover myself in many ways. However, Nica-
ragua is my second home, so I try to spend
at least 60 to 90 days per year there. I also
find shelter at the Wynwood Safehouse in
Miami, Florida.

You’ve entered into the premium spir-
its industry with John Drew Brands re-
cently, and there seems to be a strong
buzz on the street. Tell us about that
business. How did it come about? What
have you introduced thus far and what
are you planning? What is your role in
developing products?

John Drew Brands is a truly disruptive com-
pany. I’'ve been planning this since 2012, two
years prior to the acquisition of Drew Estate.

The journey with Bob, Nancy, Frank, Richie,
Joey and Sam has been a dream come true. We
are launching in Florida and Illinois toward
the end of summer, and then we will go state
by state, coast to coast. I love developing
products that people enjoy every day. Brixton
Mash Destroyer, John Drew Rye and Dove Tale
Rum are our initial spirits offerings, and they
are each very special. You can view them on
the www.johndrewbrands.com website, along with
other loads of propaganda.

In alot of ways, John Drew Brands feels like
time traveling back to the early years of Drew
Estate, only this time we don’t have to worry
about not being able to pay the electricity or
payroll bills. T#B
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Jhonys Diaz

M a Ca n u d o Il The Evolution of an Icon

The story of Macanudo begins with Edgar M. Cullman,
a brilliant entreprencur with a great vision, who built
Macanudo to become one of the world’s most successful
and enduring handmade cigar brands. Raised by a fam-
ily of well-respected tobacco dealers, Cullman’s father,
Joseph M. Cullman, began growing tobacco in Con-
necticut in the early 1900s. It was Joseph M. Cullman
who pioneered tobacco growing in Connecticut. At one
pomt, the Cullman family cultivated more than 1,800
acres of fine wrapper tobacco there. This very tobacco
would later become the foundation of Macanudo.

Edgar Cullman was educated at Yale University and
served in the military in Washington, D.C., for the
Alien Property Custodians. After his service, learned to
roll cigars in New York City in 1944, coincidentally not
tar from where Macanudo’s luxury cigar lounge, Club
Macanudo, is located today.

Fast forward to 1961. Edgar Cullman teamed up with
a group of investors to purchase General Cigar Compa-
ny for $25 million. The rest, as they say, is history.

In 1968, the Cullman’s General Cigar Company pur-
chased the Temple Hall factory in Kingston, Jamaica.
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Temple Hall owned a small brand called Macanudo that
was produced for the British market. That would soon
change in a big way.

As Legends Would Have It
The world’s most respected tobacco men were in Edgar
Cullman’s employ, and he leveraged their expertise to the
hilt to establish Macanudo as the finest cigar available in
the U.S. market. Enter Alfons Mayer, an unsung legend
of the handmade cigar business and the first player in
Edgar’s dream team.

Like Edgar Cullman, Alfons Mayer was born into
a prominent tobacco family. While Edgar Cullman
received an Ivy League education, Mayer’s story took
a decidedly different turn. The German occupation of
Amsterdam forced him out of high school. He narrowly
escaped the Nazis in Holland and spent his time during
World War II teaching American soldiers to avoid im-
prisonment by the Germans.

After the end of World War II in 1945, Mayer was
sent by the Dutch prime minister (a friend of his family)
to Buenos Aires, Argentina, where his father had been
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General Cigar Continued

selling tobacco. Feeling that he wasn’t learning the busi-
ness enough by selling tobacco, Mayer set off for Cuba in
1952 to learn everything there was to know about mak-
ing cigars by working nonstop, to the point of having
open sores on his hands from moving bales. His deter-
mination ultimately paid off, when he later rose through
the ranks at General Cigar to become the company’s
head tobacco buyer.

Mayer’s extensive tobacco knowledge led Edgar
Cullman to charge him with leading blend develop-
ment for Macanudo. Edgar Cullman wanted a cigar
with an aged wrapper—something none of the other
cigar markers were doing at that time—and Mayer deli-
vered the goods.

With access to tobacco from all over the world, Mayer
selected Dominican, Jamaican and Mexican tobacco for
the Macanudo blend. He crowned it with a special Con-
necticut wrapper cultivated, harvested and processed
by General Cigar’s Culbro division. The wrapper was
aged three years, had a subtly sweet flavor and instantly
appealed to American cigar smokers.

An Icon is Born...

Once the blend was firmly established, Edgar Cullman
set his sights on quality and consistency, turning to leg-
endary Cuban Cigarmaster Ramoén Cifuentes. Cifuent-
es owned Partagas cigars in the pre-Fidel Castro heyday
and had been working for the Cullmans since his exo-
dus from Cuba. Cifuentes had a reputation for meticu-
lous attention to detail and was not shy about his rabid
devotion to flawless construction. With Edgar Cull-
man’s blessing, Ramoén set forth the exacting standards
required for Macanudo cigars, and these methods are
still in play today.

With the blend and its standards set in stone, General
Cigar began selling Macanudo in 1971, focusing distri-
bution on the best restaurants in the country. The cigars
sold extremely well and a market for Macanudo was
born. Impactful advertising platforms also started in the
1970s, with magazine, newspaper and radio ads promot-
ing Macanudo as “the ultimate cigar.” Soon, new sizes
were added to the Macanudo Café line, and the brand
continued its rapid ascent.

As the brand was evolving, Edgar Cullman expanded
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his team. In the 1970s, he saw great promise in Daniel
Nuiez, a young graduate of Texas A&M University
who was developing tobacco for the government of the
Dominican Republic.

When Cullman met Nufiez in 1974, the two bonded
almost instantly. Cullman was anxious to experiment with
growing Connecticut Shade in the Dominican Republic.
Seeing enormous potential, he hired Nuilez that year.

From 1993 until 1999, Nuilez spent one week per
month at General Cigar’s Jamaican factory where he
and another idol of the handmade cigar business, Benji
Menendez, worked together to uphold the utmost qual-
ity of Macanudo.

In 1988, Edgar Cullman introduced Nuilez to Ramoén
Cifuentes. Nearing retirement, Cifuentes devoted count-
less hours to teaching Nufiez everything he knew about
cigar making. Cifuentes selflessly gave Nufiez six months
of his time, six days a week, teaching him exactly what a
Macanudo should be. Nufiez spent the next several years
concentrating on Macanudo and releasing a succession
of well-received blends.

Just as Edgar Cullman, Ramén Cifuentes and Alfons
Mayer devoted their time to mentoring the next generation
of cigar makers, Daniel Nufiez devoted himself to training
the team that stands behind the success of Macanudo
today. In 1998, after decades in the business, Nufiez
identified his protégé in Jhonys Diaz. An American-
educated Dominican, with an incredible attention to
detail and a passion for learning, it can be said that Diaz
mirrored a young Nuifez. Through Nunez, Cifuentes’
relentless devotion to quality would be at the heart of
everything Diaz would learn. Nuflez also instilled in Diaz
the intricacies of blending based on his own and Mayer’s
expertise. Perhaps above all, Diaz would become a student
of the leaf, soaking up Nunez’s encyclopedic knowledge of
tobacco and developing a fluency in the art of processing
tobacco and crafting the world’s finest cigars.

Macanudo continues to be made at General Cigar’s
factory in Santiago, Dominican Republic, by a team still
consisting of those hand-picked by Nuilez to succeed
him in the business. Led by Diaz, the artisans who work
hand-in-hand with him still maintain a laser focus on up-
holding Macanudo’s high standards of quality, set forth
by the pioneers of the handmade cigar business.

With Edgar
Cullman’s
blessing,
Ramon set
forth the
exacting
standards
required for
Macanudo
cigars,

and these
methods are
still in play
today.
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Ramon Cifuentes

General Cigar Continued

An Unwavering Commitment to Consistency
Mother Nature likes to throw curveballs, and tobacco
is a crop she enjoys playing with. Ensuring consisten-
cy of flavor for an agricultural product year after year
is no small feat, especially when factors such as rain-
fall, temperature and humidity can have a big impact.
When you select a Macanudo, you are all but guaran-
teed to enjoy the same taste year after year, across the
entire portfolio. How do they do that?

Macanudo has a team of experts, each with at least
two decades of experience on the brand, who focus
on evaluating a crop’s flavor, burn, aroma and ash
before the tobacco makes it into a Macanudo blend.
This is a proprietary and scientific process unique to
Macanudo, one established by Cifuentes.

That commitment to consistency extends to the
types of tobaccos that are chosen for blends across
the entire Macanudo brand portfolio. No matter
what country the tobacco comes from, wrapper for
Macanudo has to be fine, with barely perceptible
veins, and the leaf must have a certain thickness. It
must also be harvested from a designated priming
Wrapper leaves are then aged for three years before
they can be used for Macanudo cigars. All filler and
binder tobaccos designated for Macanudo must meet
strict guidelines for leaf thickness, combustibility and
aroma after they are fully fermented and left to rest,
with at least two years of aging.

Keeping up with the times has also been a corner-
stone of Macanudo’s continued success. As variety is
the spice of life, in the nearly 50 years since its launch,
Macanudo has been constantly evolving, adding new
sizes, deeper taste profiles and a wider range of to-
baccos in its blends to meet the ever-changing needs
of the marketplace, with no signs of slowing down.
Through it all, Macanudo Café remains one of the
world’s best-selling cigar brands, proving that good
taste is indeed timeless.

International stardom

Over the decades, Macanudo has become an iconic
global brand. In the early 1980s, Macanudo made its
foray into export markets, with the release of Macanudo
Café in the UK. and Germany. Today, Macanudo is
sold in more than 50 countries worldwide, competing
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Edgar Cullman

and winning against rival brands, including Cubans.

General Cigar’s president Régis Broersma noted,
“Outside of the U.S., cigar lovers are joining Amer-
ican cigar smokers in their quest to find unique new
tastes,andMacanudoisansweringthatcallwithnever-
before-seen tobacco varieties and new countries
of origin.”

Macanudo Inspirado, a blend that has been hailed
as the best Macanudo blend to date, has taken inter-
national markets by storm in recent history. With its
launch in 2014, Inspirado has been the catalyst for a
renaissance of the brand.

Broersma has taken a fresh, modern approach to
the company’s portfolio and is leading the explosive,
renewed interest in Macanudo. “In 2016, we released
Macanudo Inspirado in the U.S.; and the brand im-
mediately won favor among critics and discerning
smokers,” he explains. “Coupled with a new, mod-
ern take on the Macanudo logo, which also launched
last year, Macanudo is enjoying a significant uptick in
global sales. We're pushing the envelope, and cigar
lovers of all levels of experience are being drawn to
Macanudo. They are attracted to the brand’s heri-
tage, quality and versatility, and [they] see Macanudo
as a cigar that enhances their smoking occasions.”

The Evolution Continues

Looking ahead, Broersma has big plans for Ma-
canudo. Together with marketing teams in the U.S.
and Europe, he has appointed brand ambassadors
to share Macanudo’s storied history and expansive
portfolio with cigar lovers across the world. The
brand ambassadors will begin appearing at fine ci-
gar shops across the U.S. and in key export markets
later this year.

“The 2017 IPCPR show will be the year of Ma-
canudo,” he says. “We are going to activate the brand
in a big way, starting with an opening night party that
promises to be the talk of the show. We’re keeping de-
tails close to the vest, but I can tell you that at IPCPR,
we will release the two biggest new item launches in
Macanudo history.”

With the trajectory built by Broersma and his team,
it’s safe to say that the stars are aligned for the Ma-
canudo revolution to continue well into the future. TH
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Macanudo
Milestones

1868 - Macanudo is intro-
duced as a frontmark of
the Cuban Punch brand.

1930s - Macanudo cigars
were produced for the first
time at the Temple Hall
factory in Jamaica.

1950s - Maker of Punch
cigars, Palicio y Cia, sells
the Macanudo brand and
the Temple Hall factory in
Jamaica to General Cigar
Company.

1969 - General Cigar
purchases the Macanudo
brand and the Temple Hall
factory.

1971 - Macanudo is
launched in the United
States.

1983 - Macanudo becomes
the leading premium cigar
brand in the United States;
General Cigar begins pro-
duction in the Dominican
Republic.

1989 - Macanudo Vintage
Cabinet Selection is
introduced (1979 vintage),
marking the beginning of
vintage cigars.

1996 - Club Macanudo
opens in New York City to
rave reviews.

1998 - Macanudo Robust is
introduced at the height
of the cigar boom.

1999 - Macanudo Maduro is
introduced, expanding the
line to include a Connecti-
cut Broadleaf wrapper.

2000 - Production of
Macanudo is moved
exclusively to General
Cigar’s factory in Santiago,
Dominican Republic.

2002 - Macanudo Gold La-
bel is introduced, bucking
the trend for full-bodied
cigars.

2008 - Macanudo 1968
is released, bringing a
deeper flavor profile to the
brand portfolio.

2010 - Macanudo Cru
Royale is introduced,
expanding the brand’s
medium-bodied offerings.

2016 - Macanudo Inspirado,
the brand’s worldwide
best-seller, is introduced in
the U.S.

2016 - The Macanudo logo
gets a global refresh.

2017 - Macanudo will debut
its biggest innovations to
date at the IPCPR show.
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Investing in
Innovation

D aVTi d Off Of GeneVra North As thie introduction of rules and regulations set forth by the U.S. Food

and/Drug Administration (FDA) has changed how many manufactur-

AmeriC a pl’OVideS a PI‘eVieW ers operate, the cigar industry has seen a boom in new product
: thie last year. Retailers are still asking the golden question of “What’s

OfVVhat retallers can eXPeCt new?” as they look to stock their humidors with products that will add
. y to their store’s bottom line. Moving forward, however, there will be

from them at thlS year S fewernew product releases, and manufacturers will be forced to market
IPCPR Sh OW, as Well as their companies and products in a new way. With another Internation-

al Premium Cigar & Pipe Retailers Association (IPCPR) show coming

Step S the Compa]]y* iS taki]]g up, manufacturers like Davidoffare preparing for the new way of doing

business in the age of FDA regulations.

to l’eafﬁl’m 1ts commitment Davidoff has a wide range of\ products in its portfolio, including

some that have been industry staples for decades. Having been in busi-

tO lts Petall partners mn tl]e ness for years, Davidoff'is among the group of manufacturers who will
a ge Of FD A re gu] ati ons have some grandfathered products that they hope to reintroduce to the

market in some innovative and memorable ways. When Zobacco Busi-

BY ANTOINE REID ness asked whatretailers can expect from Davidoff at this year’s IPCPR
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show in Las V the company

g response was that you can expect a
celebration of Davidoff’s cl 1

being reintroduced for a new
generation of cigar aficionados.
“Retailers can expect quality. ovation and stabili
from Davidoff at the trade show, which are important attributes in the
face of the new FDA challenges,” says Richard Krutick, vice president
of marketing at Davidoff of Geneva US
brilliant new products from AVO, Camacho and Davidofl that are

“They can prepare to see

rooted in consumer insights and that will provide a new and very dis-
tinct taste experience.”
Krutick de

ar. As a result of the FDA regulations, no company can

ribes Davidoff as a “house of brands” rather than a
branded ci

afford to release a product into the market with no clear idea of how

it will perform. Any release going forward, including those
re intent and purp

rom

Davidoff, are launched with m e due to the

cost of product registration. Its goal is to provide exceptional taste

experiences to all of its consumers, no matter what their preference

PREMIUM
CIGARS

is. The company mplishes this through its many different
brands, including AVO, Camacho and Cusano, as well as through its
partnership with S.T. Dupont.

Davidoff has already begun to preview what retailers can expect to
find at their IPCPR booth with a few pre-s
year, Davidoff revisited its Dis
and Nicaragua Box-Pressed) with the release of a new Gordo size of

ow releases. Earlier this
overy line (Yamasa, Escurio, Nicaragua
each cigar and the limited-edition Davidoff Discovery Culebra featur-
ing each unique blend. Camacho’s cigar lines have been extended with
of BXP, box-pressed ver of some of the brand’s most
popular blends. AVO Cigars’ latest release, AVO

Ritmo, is described by the company as an exotic smoke influenced by

the additi
1th America

cultures from around the world.

One release that will be a prominent focus at this year’s show will be

the Winston Churchill Late Hour. Davidoff has often chosen to honor the

nston Churchill, one of the world’s most recognized cigar

enthusiasts. Each cigar in the company’s Winston Churchill line honors a
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Davidoff

Our investment
in the brick-and-
mortar channel
is unparalleled
by any of our
competitors in
terms of quality
and value—and
will remain so.

different aspect of its namesake’s legacy and personality,
and this new one will be no different, honoring the time of
day Churchill was most inspired.

“Sir Winston Churchill was not a man to follow conven-
tion,”
of their beds, he was thinking how best to run a country
or to command an allied advance. He was a man that saw
the night as a source of inspiration. The dark is where he
found his spark. The Late Hour cigar has its own unique
story. It is blended with tobacco aged in fine scotch single

notes Krutick. “When most people were thinking

malt whiskey casks. This gives the cigar a unique complex-
ity, depth and flavor, creating its own atmosphere [and]
stimulating the palate and conversation at the same time.”

For Davidoff, the IPCPR show is an important sales
and marketing platform, but it’s also just one part of its
overall marketing plan. Krutick and others at Davidoff
view the FDA ruling as disappointing as it stifles innova-
tion and makes doing business far more complicated, but
it’s a new reality they know they must accept in order to
move forward. Davidofl is working with other industry
associations and companies to get legislation passed that
would exempt premium cigars from FDA regulation and
change the predicate date. Krutick points out that while
new products are one way a company like Davidoff can
be innovative, it’s not the only way.

“There is more to the business than just new prod-
uct. Innovation can come from all functional areas, be
it operations, finance, marketing programs or commer-
cial tactics,” Krutick explains. “Davidoft will continue to
push a strong, innovative agenda based on improving in
all areas of the business and in keeping retailer and con-
sumer needs at the forefront.”

Another part of Davidoff that will remain unchanged
is the company’s commitment to its key retail partners.

[50 ] TOBACCO BUSINESS [ JULY / AUGUST [ 171

Even with the increased costs associated with getting
products to market, Davidoff has shown its commit-
ment to their retail partners by continuing to invest in
marketing, merchandising, events, training and educa-
tion programs, and tools for brick-and-mortar stores.
They have also continued to recognize key retailers
with the annual Golden Band Awards, which are typ-
ically held each year during the IPCPR show. Krutick
asserts that Davidoff will continue to invest in proven
growth drivers, engage consumers in a meaningful and
impactful way, and will strive for excellence as it serves
both its retail and consumer audience.

“All of these activities take a sell-out mindset,” Krutick
explains. “Seventy-five percent of Davidoff of Geneva
USAs business is comprised of the brick-and-mortar
channel through both retailers and wholesalers that
service them. That mix is well above the industry average
amongst other manufacturers. Our investment in the
brick-and-mortar channel is unparalleled by any of our
competitors in terms of quality and value—and will
remain so.”

Davidoff’s recent investments in new products, in-
store events, merchandising, education and training
will not only benefit their overall company but will
also have a positive impact on retailers by driving more
traffic into their stores. These investments and activities
are also meant to increase transaction values that will
lead to more products being sold. Krutick describes Da-
vidoff as an indispensable business partner to retailers,
highlighting the data the company gathers and ana-
lyzes and ultimately uses in its marketing initiatives. As
an indispensable business partner, Davidoft is dedicat-
ed and committed to serving retailers and their needs
at the IPCPR show and beyond. Tl
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Plasencia Cigars: The

of the Tobacco Industry

After five generations of growing
great tobacco and making iconic
cigars, the Plasencia family
enters a new chapter with the
launch of its own brand.

By Antoine Reid




Plasencia Continued

-

The Plasencia family has been growing top-quality
tobacco for five generations. Today, Plasencia Cigars
manufactures more than 35 million handmade cigars
each year and grows tobacco on 3,000 acres in several
locations, including Honduras, Nicaragua, Costa Rica
and Panama. It has the distinction of having produced
popular cigars for many well-known labels, including
Rocky Patel Premium Cigars, Ventura Cigar, Padilla,
Villiger and Alec Bradley. After decades devoted to
making memorable cigars for other companies, the
family has launched their very own brand: Plasencia
1865. Tobacco Business recently sat down with CEO
Nestor Andrés Plasencia to discuss his family’s deep roots
in the tobacco industry and their new brand that helps
to affirm the family’s legacy and dedication to tobacco.

The History

The Plasencia family’s long affair with tobacco began in
1865, when Eduardo Plasencia began growing tobacco
in Cuba. Three decades later, his nephew, Sixto Plasen-
cia Juérez, helped expand the business to open farms in
Cuba’s Vuelto Abajo region. His son, Sixto Plasencia Pe-
rez, and his brothers continued the tradition. In 1965,
the family moved from Cuba to Nicaragua as a result of
the Cuban revolution; 13 years later they had to move
again due to the Nicaraguan revolution. Despite having
to start over twice, the Plasencias remained devoted to
their cigar-making heritage.

“Tobacco is involved in every aspect of our lives,”
asserts Nestor Plasencia, Sixto Plascencia Juarez’s great-
grandson and one of the world’s most well-regarded
cigar makers. ““Tobacco means everything to us. We owe
everything that we have to this beautiful plant.”
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Tobacco means
everything to
us. We owe
everything that
we have to this
beautiful plant.

Great People, Great Tobacco

The Plasencias grow tobacco in four different regions in
Nicaragua and three different regions in Honduras. In
addition, the family grows tobacco in Panama and Costa
Rica. When asked what he considers the key to growing
good tobacco, Nestor Plasencia offered up a secret to the
family’s successes over the years: Great tobacco 1s grown
by great people.

“The No. 1 thing is that we have talented team players
that work beside us,” he explains. “We’ve managed to
have a great group of people who have a passion for
tobacco in their blood and who are looking at all the little
details. If you focus on those little details from when you
put the seed in the ground to the end when the cigars are
made you will have a great product. Constantly looking
at those types of details makes our tobacco.”

The Plasencia family works very closely with its staff]
hoping to release all of the potential they have in order
to produce great products. The family offers seminars
for their employees, a daycare center within some of its
facilities and scholarships to further the education of its
staff. Plasencia acknowledges that Plasencia Cigar’s em-
ployees, from those who work in the fields and factories
to its independent farmers, all play important roles in the
company’s overall success.

“We cannot do everything by ourselves—that
would be impossible,” he says. “Especially in this
industry, the leaves are touched by more than 200
hands, from the ground to when the cigars are on the
shelves. If you can get all of these people to deliver the
best product that they can, then the results are amaz-
ing. I think we have that, and we can always learn and
improve on that aspect.”



Our tradition in tobacco spans five generations. For the past
40 years, we have produced some of your favorite cigars.
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For further information, call (800) 272-5396 or visit our web site at www.quesadacigars.com
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Plasencia Continued

Introducing Plasencia 1865
While the employees and staff keep the quality of the
products high, Nestor Plasencia considers the family to

be the foundation of the company. In his view, it’s up to
the family to lead the company and help produce the
best tobacco possible. “Right now, my brothers and I are
the fifth generation, working together with my dad,” he
says. “We hope we are going to have more generations
to come in the future to continue this family tradition in
this beautiful industry.”

In fact, that particular vision was behind Plasencia’s
decision to launch the cigar brand, Plasencia 1865.
In reviewing the company’s operations, the Plasencia
family felt it was missing what it considered to be the
best part of the cigar industry: the relationship with the
final consumer.

“We created Plasencia 1865 in order to distribute our
own line of products,” explains Nestor Plasencia. “The
first product we came out with was the Plasencia Alma
series. Alma’ means ‘soul,” so we put our soul and heart
into this cigar. We saved tobaccos from our best fields,
and from the best crops out of those fields we aged the
tobaccos and hand-selected every leaf out of the field in
order to create an amazing product.”

The Plasencia 1865 brand currently consists of Alma
Fuerte, one of five cigars in the company’s Alma Series.
This cigar is a medium- to full-bodied cigar made with
sustainability-sourced tobacco plants. The aging process
for the tobaccos used in this cigar is elaborate, and only
the best leaves are used for the cigar. Plasencia will also
be introducing another line of cigars named Cosecha,
which celebrates the company’s first-ever tobacco crop
grown in 1865.
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What’s Ahead

To the Plasencia family, Plasencia 1865 is a significant
and important evolution of their company and their
dedication to the tobacco industry. The company has
used its master blenders to help create an amazing prod-

uct. The family uses some organically grown tobacco in
the blend and is excited to roll it out to retailers and cigar
enthusiasts. The company, having been around for de-
cades, isn’t worried much about the U.S. Food and Drug
Administration or its regulations.

“The thing is that there has always been a time when
people have said this is the end of the cigar industry,”
says Nestor Plasencia. “I think this industry is going to
survive, no matter what. It’s sad to see all this legislation
for something that’s enjoyed in the States and all over the
world that takes you away for two hours for enjoyment
with friends, family members and yourself. The industry
will find its place and will survive.”

Between 1its tobacco-growing operations and its new
brands, Plasencia Cigars will be busy and active in the
cigar industry for the foreseeable future. With a focus
on growing the best tobacco and making the best cigars
possible, Nestor Plasencia sees a lot of potential and
opportunity ahead for his family and their products. They
plan on being around in the long term and have new
releases planned for the future, including one for Plasencia
Alma del Campo and another launch to announce just
ahead of the 2017 International Premium Cigar and Pipe
Retailers Association trade show in July. T

e

The first
product we
came out

with was the
Plasencia Alma
series. ‘Alma’
means ‘soul,’
so we put our
soul and heart
into this cigar.

25
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David Joyce,
director of wholesale operations

Pariner

Santa Clara’s offering of premium cigars and proprietary brands
makes it a strong partner for wholesalers and tobacconists in the U.S.

Since 1971, Burlington, North Carolina-based Santa Clara has been
distributing tobacco products to wholesale accounts throughout the
country. Its clients include other distributors, brick-and-mortar tobac-
conists, cigarette and tobacco outlets, wine and liquor stores, and con-
venience stores, among other businesses. Santa Clara’s slogan of “best
service, lowest costs, since 19717 has driven the company for decades,
fueling its innovation and growth. The company is more than just a
wholesaler—it’s a one-stop supplier for everything a tobacco retailer
needs to be successful.

With a huge selection of nationally branded premium cigars, mass
market cigars, pipes, pipe tobacco and accessories, Santa Clara has a lot
to offer any retailer that wants to set itself apart in meeting the needs
of its customers. After more than 40 years in business, Santa Clara has
evolved into one of the best wholesalers and business partners a tobac-
conist can have.
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BY ANTOINE REID

STEADY GROWTH

In the three years since joining Santa Clara, David Joyce, director
of wholesale operations, has seen steady growth. Santa Clara has
increased the frequency of'its wholesale catalog, which features a wide
selection of handmade premium cigars and tobacco products. It has
also made internal improvements such as expanding its on-site call
center, updating its website to better showcase its products and current
promotions, and assisting customers in purchasing decisions that best
fit their needs. Joyce also attributes part of the company’s growth to
focusing the business on tobacconists and wholesalers that are strong
partners for premium cigars.

“We’ve hired people who work exclusively in the wholesale channel
to bring in new business,” he said. “They are reaching out to both ac-
tive and inactive customers to see how Santa Clara can help meet their
needs.” Regular attendance at relevant trade shows, such as the Tobacco



Visit Us At
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FREE SHIPPING Same-day shipping on
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Plus Expo (TPE) and the International Premium Cigar
& Pipe Retailers Association (IPCPR) show (Booth 2930),
has also helped Santa Clara grow its brand and presence
among its targeted wholesale customers.

Another important growth factor has been Santa
Clara’s shift to viewing its customers as partners rather
than just as accounts. Santa Clara helps its retail part-
ners find the right products for each store based upon
the preferences of the store’s adult smoker clientele and
finds other ways to provide its partners with the tools
and products necessary for success. “We’re focusing
on increasing our key accounts’ portfolios and helping
them find products that they don’t currently stock that
may otherwise be beneficial for them to carry,” explains
Alan Rubin, Santa Clara’s business development coor-
dinator. “We’ve been focusing a lot on educating our
customers about other available products so they don’t
get stuck buying the same things over and over again.

In addition to recommending products that can help
increase profit margins, Santa Clara has helped those re-
tailers new to premium cigars by offering them a “start-
up” humidor package that includes a two-foot humidor
stocked full of products that have been proven to sell in
other stores. For those retailers who are already set up
with product, Santa Clara offers marketing and point-
of-sale materials, including signage and shelf-talkers to
help educate and sell cigars and other tobacco products.

AFOCUS ON PREMIUM CIGARS

According to Joyce, he and others at Santa Clara have
seen an uptick in the premium-cigar category, justifying
the company’s current focus on those products and pre-
mium tobacconists in general. “We’re working with big,
key accounts to develop them and expand their portfoli-
os of premium cigars,” says Joyce. “Our concentration,
although we’re in all categories of tobacco products, is
the premium cigar category. We probably have more
than 500 brands and over 100 million cigars in our hu-
midified warehouse of over 130,000 square feet. We
carry most national brands and have an extensive list of
cigars that are Santa Clara exclusives, such as Romeo
Crafted by A,J. Fernandez and Montecristo Crafted by
AJ. Fernandez cigars.”

Other exclusives include El Rey del Mundo, manufac-
tured by General Cigar Co., the Rocky Patel Fire and Ice
lines, and the affordably priced Mr. B and La Finca bun-
dles. These exclusive cigars help give Santa Clara unique
and sought-after inventory that retail partners can’t get
anywhere else.

“The big advantage of this type of distribution ar-
rangement is that it’s exclusively for Santa Clara’s part-
ners, and the profits and margins for our partners are
high,” Joyce explains. “As with the cigars made with
AJ. Fernandez, it’s something that can only be bought
from Santa Clara; it gives our customers something
unique within their market if everybody around them
does not have it.”
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Santa Clara Continued

The two cigars made in collaboration with A]J.
Fernandez have been popular with Santa Clara’s
customers. According to Joyce, Romeo y Julieta Crafted
by AJ. Fernandez and Montecristo Crafted by A.]J.
Fernandez have distribution in 44 states and a reorder
rate of 92 percent in just a short time since market
introduction. This collaboration between A J. Fernandez
and Altadis USA is just one of the exclusive brands the
company offers. In addition to offering exclusives, Santa
Clara is a source for many other premium cigar brands,
including Arturo Fuente, Ashton, Cohiba, Drew Estate,
Oliva, Alec Bradley and Gurkha. To further show its
commitment to the premium cigar market, Santa Clara
is expanding its inventory of cigars by adding some
popular boutique brands. If your business is in need of
a particular cigar, there’s a good chance Santa Clara will
have it, or have something comparable.

For tobacconists, Santa Clara is a great source for pre-
mium cigar products offered at competitive prices. With
weekly email specials, no minimum order requirement,
same-day shipping for orders submitted before 3 p.m.
EST Monday through IFriday and free shipping on orders
of $500 or more, retailers will find Santa Clara’s services
to be helpful in keeping their stores equipped to handle
the demands and needs of their customers.
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THE PATH AHEAD

Even with the U.S. Food and Drug Administration’s (FDA)
regulation of cigars, Santa Clara’s outlook remains posi-
tive. While increasing regulations present challenges for
its business, Santa Clara is well-positioned to continue to
offer tobacco retailers the same level of customer service
that’s kept it in the forefront of the distribution sector for
over 40 years.

“Santa Clara has been working hard to navigate these
new regulations,” Joyce says. “We believe that we are in
a unique position that allows us to utilize our resources
and experience to protect our cigar business. In a peri-
od of uncertainty, one thing is for sure: Santa Clara will
continue serving the wholesale and retailer cigar market
as a key partner for years to come.”

Many of the brands Santa Clara (santaclaracigars.com)
carries are compliant with the FDA’s 2007 predicate
date, including Montecristo, Romeo y Julieta and
H. Upmann, to name a few. Also falling into the pred-
icate status are some of Santa Clara’s top-selling pro-
prietary brands like El Rey del Mundo, La Finca and
José Marti. For now, Santa Clara is focusing on con-
tinuing to provide wholesalers and tobacco retailers
with the products and support they need to prosper in
today’s marketplace. TH
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We believe
thatweareina
unique position
that allows us
to utilize our
resources and
experience to
protect our
cigar business.
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B O
An American Dream

' Avanti Cigar Company strives to provide the market
with premium ataffordable prices that

® aintain the company’s Italian roots.
BY ANTOINE REID

Avanti C s history dates back more than 100 years to when the
I founders of the company wanted to capitalize on their love for Italian cigars.
Dominic, Anthony and Frank Suraci—three brothers who emigrated from
Calabria, Italy, to New York—started their own hand-rolled cigar company, the
Suraci Brother Co., in 1912 with the intent to target New York’s growing Italian-
American population.

By 1925, business was going so well that the Suraci brothers were able to
purchase a competing family’s factory and products, giving them a primary
brand: Parodi. After World War II, they bought out another competitor, Long
Island’s DeNobili Cigar Company. In 1963, the purchase of Petri Cigar gave the
company firm control over the Italian-style cigar market in the U.S. In the 1970s,
the company began to manufacture cigars featuring fermented Kentucky tobacco
and an anisette-flavored tip. This cigar became the company’s most highly rated
and best-selling brand, leading to reorganization of Parodi Cigar Group and it
ultimately becoming the Avanti Cigar Company.

In 2015, Avanti Cigar Company was purchased by Manifatture Sigaro Toscano,
the company that produces the historical Italian product the TOSCANO cigar

that inspired the Suraci brothers during the company’s founding in the early 1900s.
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Avanti Continued

g e

#(4’

CIGARS

(= 5/!_(’("‘(
'ngACCQ

L
AL =

AMERICAN-MADE CIGARS

Though Avanti’s cigars were inspired by Italian
brands in the past, its products today are all made
in the US. using Kentucky tobacco. Avanti is
the only U.S. producer of dark fire-cured cigars,
which are developed using a process that involves
exposing the tobacco to the smoke of oak and
hickory logs, with a compliment of beech wood,
smoldering on a barn’s floor. This process pro-
duces cigars that are intense and full-bodied, and
that have a unique aroma that sets them apart
from other cigars on the market.

Though Avanti Cigar Company uses ma-
chines in the cigar manufacturing process, hu-
man touch is still crucial in the production of
each cigar. During the growing process, only
the best tobacco leaves are hand-picked for use
in the cigars. Under the leadership of a master
blender, tobacco from at least three different
crop years is used in order to achieve an ide-
al blend. The machines used all simulate the
movement of cigar makers by slowly rolling
the wrapper and filler in order to maintain the
quality of the tobacco. Avanti’s employees play
an important role overseeing the process from
the drying phase through when the cigars are
packaged for consumers.

BROAD RETAIL SUPPORT

Tor those at Avanti Cigar Company, the key to
selling their products comes down to providing
the market with a premium product at an afford-
able price. When asked how Avanti supports its
retail partners, Luciano Simeone, chief operat-
ing officer at Avanti Cigar Company, respond-
ed that working daily to improve the quality of
their products that end up in stores is the most
important support the company can provide.
Trom there, increasing the visibility of the com-
pany and its products in cigar stores, offering
good deals on its products and promoting Avanti
through social media all helps.

Avanti works with brick-and-mortar and
online retailers, both considered by the com-
pany to be important to its marketing strategy.
Brick-and-mortar retailers are viewed by Avanti
as ambassadors for the company, speaking and
interacting directly with potential consumers.
With the increase of online retail and a new
generation of tech-savvy smokers, online retail-
ers are viewed as an important partner due to
their wider reach.

For those retailers who are new to the Avanti
brand, Simeone has a few suggestions for pop-
ular products to get started with. “Parodi Am-
mezzati and Parodi Kings are iconic mainstays
for cigar lovers,” he says. “I also would recom-
mend Avanti Cordial, our first flavored cigar
that was introduced in 1970, and DeNobili
Longs, classic long cigars that provide a sophis-
ticated, sustained smoke.”

A COMPETITIVE EDGE

Though Avanti Cigar Company faces the same
challenges as any other manufacturer when it
comes to the US. Food and Drug Administra-
tion’s regulations, it’s in a good position going
forward, as 90 percent of its SKUs could poten-
tially meet the requirements to be grandfathered.
This could admittedly give the company a very
competitive advantage that could extend its long
history. The company is prepared to operate in
a much more restrictive market and feels that its
parent company will help it navigate through the
new regulations and changes.

Avanti is remaining tight-lipped on new re-
leases but urges retailers to check out its release
from last year, the Parodi Speciale. “Last year
we launched a new cigar, the Parodi Speciale,”
explains Simeone. “It has a top-grade wrapper
and underwent a special fermentation process
that provides the cigar with a well-rounded and
harmonic taste. We've also added two aromas
to the Avanti family: vanilla and licorice.” T
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GENERATIONS OF
ENTREPRENEURS

AVANTI CIGAR COMPANY CAN
attribute its longevity and evolution to
a series of forward-thinking entrepre-
neurs who each brought something
valuable to the business. It began with
the founding of the company in 1912
by Dominic, Anthony and Frank Suraci,
who took their passion for cigars and
turned it into a business.

In the early 1940s, Frank Suraci,
Jr. introduced much-needed improve-
ments to the machine-making process,
allowing the company to produce more
cigars that maintained the quality of
hand-rolled cigars and Antony Suraci’s
son-in-law Bob Keating made improve-
ments to the company's sales and mar
keting efforts. A decade later, Tony Jr.
became the point of reference for pur
chase and fermentation of Dark Fired
Tobacco and led the company for some
years. By the 1990s, his son, Dominic
Keating, became the president and
face of the company for many years.
|
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JM Tobacco Continued
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Our philosophy
has been that

a JM Tobacco
cigar from 2007
and one from
2017 should
taste exactly the
same, and that’s
a positive in this
environment.
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Last year, JM Tobacco marked its 20th birthday with
the reintroduction of the company’s very first cigar:
Espartiola, first launched in 1996. In addition to hon-
oring the company’s history, the move was also stra-
tegic, marking a return to the company’s premium ci-
gar-making foundation at a time when the U.S. Food
and Drug Administration’s deeming regulations were
poised to reshape the marketplace.

“Espanola was our very first cigar, a super-premium
cigar launched at a time when premium cigars weren’t
divided into subcategories,” says Anto Mahroukian,
president of Los Angeles-based JM Tobacco, who
explains that the company shifted its focus to its value-
priced JM Dominican line in the late 1990s when the
premium market became saturated. Now, with a new
regulatory environment poised to reshape the market,
the company is staging the re-entry of Espafiola, which
retails for between $7 and $8 plus tax. “We'd like to
focus on that part of the business again, so we thought
why not Espanola Cigars—a super premium cigar that
should be grandfathered in?"”

Like many in the industry, Mahroukian sees big
changes ahead for the industry, including opportuni-
ties for manufacturers of cigars introduced prior to the
2007 cutoff date to grab market share as newer brands
are forced off the market. “We are comfortable with
our situation,” he says. “We have always been known
for quality and consistency. Our philosophy has been
that a JM Tobacco cigar from 2007 and one from 2017
should taste exactly the same, and that’s a positive in
this environment.”

In particular, Mahroukian expects his company’s
private-label business to grow as companies unable to
produce the products they sell currently explore other
options. “We already supply private-label product to sev-
eral companies, which are ecstatic about having access to
grandfathered cigars now,” he says.

Even without private-label program growth, however,
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JM Tobacco has been seeing solid sales of its established
brands, as well as growth from recent introductions, in-
cluding humidity-sealed three-packs it brought out in
2013. “The three-packs opened up opportunities for us
in smaller stores that don’t have humidors,” he explains.
“They can sit on store shelves for up to a year, and they
don’t even need shelf space because we offer clip strips
that the stores can hang from just about anywhere.”

While Mahroukian is optimistic about the opportu-
nities ahead, he also acknowledges that complying with
FDA regulation around labeling will be challenging for
the cigar industry. For example, requiring manufac-
turers to rotate six warning labels equally during the
production and packaging process is more complicated
than it sounds. “We’re supposed to submit an imple-
mentation plan about how we will print the labels and
stack the products to ensure that the six versions are
equally distributed in each case and around the coun-
try,” he explains. “I was thinking to shuffle them but
that won’t cut it. And we need to get it right, because
you don’t want to risk them coming back to you and
saying, ‘No, this won’t work. You need to resubmit.”
Fortunately, the May 10 implementation deadline was
recently extended by three months, giving manufactur-
ers more time to develop solutions.

Mahroukian also anticipates the FDA turning its at-
tention to social media marketing, which has been very
effective for his company. JM Tobacco has fostered re-
lationships with many “influencers,” each of which has
as many as 20,000 followers. “We send them cigars, and
they post about them,” he explains, noting that the com-
pany is active on Instagram and Facebook. “We do spe-
cials where you can win a free three-pack by tagging a
friend in a post about our cigars. It’s a great way to get
the word out.”

Ultimately, that type of marketing may come under
fire from the FDA, which has yet to place restrictions
on social media. But when it does, the industry will find
ways to persevere, says Mahroukian. “Tobacco contin-
ues to get hit hard by taxation and regulation—those
challenges will always be there,” he says. “But right now,
I think that out of the smoke there will be sunny skies.
What will come out of FDA regulation is that the tobac-
co products that will be left on the market will be cream
of the crop. They will be quality products made by the
manufacturers who have been in business for more than

10 years, which is pretty cool.” Tl
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To evolve by branding or not? Three lounge operators
share how they approached that pivotal question.

BY RENEE M. COVINO
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Safe Havens
Continued

What'’s a cigar without a serene place to smoke it? An
entity that calls out to cigar smokers, sometimes just by
its name. Hence, the rise of the branded cigar lounge.

“Branded cigar lounges are an explicit effort by [cig-
ar| companies to provide a cigar-friendly atmosphere
and experience,” says Don Stuart, managing director
of Cadent Consulting Group in Wilton, Connecticut.
In partnership with cigar retailers who are in it for the
long haul, “the opportunity is to create a safe haven
for smoking cigars or other tobacco products in these
times—essentially a lifestyle oasis.”

Stuart adds that branded cigar companies provide
lounge owners with “the financial backing to help en-
sure long-term success. An independent entity could be
hard-pressed to survive except in key upscale/densely
populated geographies.”

The safe-haven aspect is tantamount to success,
“whether branded or not,” according to Stuart. Gen-
erally speaking, branding offers retailers financial
compensation, in-store branding and promotional ma-
terials, product specials and special product, and, of
course, instant name recognition. On the flip side, not
branding a cigar lounge offers retailers fewer restric-
tions and more flexibility.

So which is it—does a cigar lounge look to partner
up with a cigar brand or not? Zobacco Business recently
tapped into three lounge perspectives:
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| never thought
Iwould do a
branded cigar
lounge; it just
wasn’t something
I had considered
when planning
or expanding
our brand.

%

a vionte O,
Miami Florida

Casa de Montecristo run by Prime Cigar &
Whiskey Bar, in partnership with Altadis USA
(www.primecigar.com)

This 4,700-square-foot bar and lounge opened more
than a year ago at a residential tower in Miami’s busi-
ness district of Brickell. It features a walk-in humidor,
custom furniture and design elements, and rare whis-
keys, as well as @ member’s lounge and private board-
room. The upscale establishment also offers a “vintage
collector’s room” with vintage cigars.

In business for seven years, Prime Cigar also oper-
ates two other cigar stores/lounges, one in a New Jersey
country club and the other in the Boca Raton, Florida
area, but they are not branded or affiliated with any
particular cigar name.

“I never thought I would do a branded cigar lounge; it
just wasn’t something I had considered when planning or
expanding our brand,” says Ryan Leeds, part owner of
the Prime Cigar chain. “It wasn’t really a factor until we
were approached by Altadis when the word got out that
we were opening in Miami. We have a great relationship
with them, and it became an internal project. We did
know that if we were going to do a branded lounge, it
would be with them. It was just evolutionary, and, now
that we’ve done it, and as long as they will have us and
the opportunity is there, our plan is to continue to open
Casa de Montecristo by Prime Cigar lounges.”


http://www.primecigar.com/
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If I'm going to
partner with

a brand | have
respect for, I'm
going all-in.
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One of the reasons the big-name cigar lounge con-
cept works for Leeds is his two-decade banking business
background. “I'm very comfortable with the boardroom
and the corporate environment. I have a lot of respect
for the process, the layers of management, brand aware-
ness and everything that goes along with big companies.
“I’'m a big fan of big-company environments,” he says.

According to Leeds, Altadis was a particularly good
match for Prime Cigar due to the strength of their brands,
“their reach into the cigar community and the relation-
ships we’ve built internally. It just seemed to be the perfect
fit with their high-level programs and the type of events
and activations that we at Prime Cigar plan out,” he ex-
plains. “From their brand recognition and their ability to
understand our vision, they fit with us better than anyone.
And it’s just the way we’re programmed; we are a small
company with a big-company mindset.”

Geographically speaking, the fit is perfect, too.
“Their U.S. headquarters is located almost equidis-
tant between our Boca [Raton] and Miami locations
in Florida, so I have incredible access to the team,” says
Leeds. “I get the luxury of popping in and having a
strategic discussion with them as I'm driving from one
location to another. I have the benefit of access to all of
their teams, from event planning to creative products to
marketing and advertising. I leverage the relationship,
but I also leverage the location.”

Design-wise, Prime Cigar is really invested in its Casa
de Montecristo partnership. “If I'm going to partner
’ says
Leeds. “We incorporate a lot of that brand’s collateral,

with a brand I have respect for, I'm going all-in,’
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PRMECIGAR

Prime Cigar
Casa De Montecristo,
Miami, Florida

the design and look and feel of that brand. There are
certain elements at Montecristo that we captured and
highlighted and emphasized, such as building the fleur-
de-lis into our actual design. We also incorporated
branded pillars and custom furniture. The brand really
becomes an element of design and not an afterthought.”

Looking forward, Leeds sees growth of the Prime
Cigar business with continued growth of the Casa de
Montecristo partnership. “We are very focused on the
expansion of the brand, and there are at least three let-
ters of intent for further locations in South Florida,” he
offers. At least two more locations in two years is the
conservative plan, “dependent on landlord negotiations
and buildout time.”

Leeds notes that the company is “very, very discern-
ing when it comes to locations. The biggest hurdle in
our business is not money and it’s not product—it’s find-
ing the right location, personnel and team.”

Looking back on his first branded lounge experi-
ence, which came six years after he opened his first
cigar lounge, Leeds considers the idea of going back
in time—would he have started out with a branded
lounge if he could?

“I don’t think so,” he says. “We didn’t have the ex-
perience of the relationships with the brands yet, so it
would have been much more of a shot in the dark, and
the success would have been based on luck, not knowl-
edge and experience.

“And our plan is to grow a big company,” Leeds
adds. “In our minds, we are a big company; it’s just
getting there physically.”
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Safe Havens
Contipued

Davidoff Lounge and Casa de Montecristo
Lounge run by Ambassador Fine Cigars
(www.ambassadorcigars.com)

This 4,100-square-foot “cigar complex” in Phoenix,
Arizona, actually holds two branded cigar lounges:
a<public Casa de Monteristo lounge and a private
Davidoff lounge. The latter was modeled after Davidofls
corporate flagship store design. Distinctive architectural
details in the year-old lounge include a backlit, 12-foot,
slanted ceiling and a commissioned art piece by the New
York City duo URNY.

In addition to the main Davidoff lounge, amenities
include a boardroom offering members a private space
to conduct meetings and hold private dinner events, as
well as custom-built humidified lockers. The shop fea-
tures a 1,000-square-foot walk-in humidor, as well as a
custom bar offering spirits and catering opportunities.
The lounge is open 24 hours a day to private members,
and day passes are available for guests for 24 hours.

Since opening in 1997, Ambassador Fine Cigars has
grown substantially, winning two Davidoff Golden
Band Awards, as well as a reputation for building long-
term relationships.

“My business motto is to become partners with peo-
ple I want to do business with long term,” says owner
Vartan Seferian. “This business is all about relation-
ships; you build up relationships with your customers
and you build up relationships with your vendors. Re-
garding vendors, if you buy from everybody, you dilute
your business, so I've learned to consolidate my busi-
ness with those I like to do business with.”

Seferianis a big believer in big names, and he actually
wanted to brand a cigar lounge even before the concept
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became popular. “I approached companies about
branding in 2004; I saw this as the future, especially
for people who travel, but cigar companies were not
interested. Then they all came back to me after the
concept caught on.”

Davidoff approached Seferian 3—4 years ago. “For
me, that’s top of the line,” he says. “It’s prestigious, it’s
worldwide, so after they approached me, I said yes. I
partnered with them because what they do is beautiful,
and I wanted to participate in that.”

Montecristo was another name Seferian had built
a relationship with for the long haul and wanted to
partner with. “It doesn’t happen overnight,” he says.
“We’ve been in business for 20 years. You build rela-
tionships and then they come to you—the customers
and the vendors.”

With branded lounges, “the name is clearly the big-
gest advantage,” he says. “It does bring in more busi-
ness, and cigars and liquor right now—that’s a must.”

Seferian makes note that the Phoenix market is par-
ticularly tough. “There are too many cigar shops here,
but the theory is if you build something different, they
will come. So I took it to a different level,” he says. “I
have a 1,000-square-foot walk-in humidor with a beau-
tiful selection of cigars. I have a distinctive interior
design. It’s the Bentley dealership, not the Chevy, and
fortunately, I have the clientele. I have to do it at least a
little better than everyone else.”

Ambassador Fine Cigars also has a second location
on the west side of town that Seferian is looking to ex-
pand. He says he is also looking at a third location,
which would be more than 4,000 square feet: “Here we
say, ‘go big or go home.”

Davidoff Lounge,
Pheonix, Arizona
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There are too
many cigar
shops here,
but the theory
is if you build
something
different, they
will come. So
Itookitto a
different level.
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I’ve never
believed in the
shorttermora
quick buck.
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Fox Cigar Bar (an unbranded lounge)
(www.foxcigarbar.com)

The two Fox Cigar Bars located in Arizona (in Gilbert
and Scottsdale) were built on an unbranded name and
a premier concept.

“When I started this eight years ago, there were
no branded cigar/bars really; it was a lot of indepen-
dents;” explains owner Mitchell Fox. Like Seferian, he
approached some vendors, but “no one really cared,
no one wanted anything to do with a cigar bar—they
wanted to be in high-end stores.”

So he took his own name and built on that, creating
a “very upscale cigar bar but with no feel of pretentious-
ness when you walk in,” he says. “People in shorts and a
T-shirt are just as comfortable as those in a three-piece
suit; they're treated the same way: fairly and with re-
spect.” Beyond that, Fox is proud that “my look is sec-
ond to none; we are what everyone tries to be.”

That being said, is major branding in his future?
“I don’t really see the advantage for me; I have great
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ox Cigar Bar, Scottsdale, Arizona

brand recognition now,” he says. “You never now, but
the name is out there. It’s a catchy name with a fun feel
to it. People identify with it. Even though we’re Fox Ci-
gar Bar, people always refer to it as ‘Fox;” it’s easy. They
identify cigars in Arizona now with Fox.”

But like his branded counterparts, Fox believes in
long-term relationship building. “I've always been a
long-term builder,” he says. “I’'ve never believed in the
short term or a quick buck. This is all about word-of-
mouth organic growth; we’ve built our reputation on
‘one customer at a time.””

Fox also knows it’s all about the complete experience,
and he maintains that his is not the standard, run-of-
the-mill bar. “I not only wanted to be a premier cigar
store, but also the premier whiskey, bourbon and scotch
bar, too,” he says. “There are over 500 different major
spirits in here, the bar is extensive, and price-wise we
are very fair. We want it to be a no-brainer for custom-
ers to bump up to a more premium taste. We want them
in here twice a week instead of once.” T}


http://www.foxcigarbar.com/
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Adapting

Randy and Renee Silverman

Klafter’s:

toThrive

Founded in 1897, Klafter’s is still going strong, thanks
to next-generation leadership committed to building
on a family-business foundation. BY JENNIFER GELFAND

aking, Klafter’s Inc. is an extraordinary
any yardstick. At a time when just 13
amily businesses survive through two gener-
ations, the New Castle, Pennsylvania-based company is
on its fourth generation of family management. What’s
it is not only persevering but thriving in one of the
ing channels of an inherently risky busi-
cco retail.

after’s has managed to thrive for so long,
, president of the company, points to
fully managed evolution. “I think we
cause we have tried to adapt to the chal-
ortunities that we have been faced with
e years,” he notes. “We’ve taken risks but
d to make sure that those risks wouldn’t destroy
the company if they failed.”
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Growing up, Silverman was involved in the business
from an early age, making cigarettes with injector ma-
chines and selling them at the front of the store, filling
orders and stamping cigarettes. “I was probably around
seven years old when I started doing that—can you
imagine a kid working at a tobacco company now?” he
says. Back then, Klafter’s owned a retail store, but was
primarily a wholesale company that sold cigarettes to
mom-and-pop corner shops.

When large chains began to drive those corner shops
out of business, Randy’s father, Lee Silverman, started
looking for a new focus. Lee Silverman, with the help
of his wife, Judy, had been running the company since
his father-in-law, Morris Storch, passed away in 1963.
(Storch, for his part, had taken the reins from his un-
cle, Sam Klafters, the founder.) While chatting with an
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Klafter's Continued

Tony DiCarlo, a Klafter's employee who joined the company in 1941, in front of a
photo of the company's first location in New Castle, which opened in 1911.

industry peer at a trade show in the early 1990s, Lee
Silverman learned about the tobacco outlet channel of
retail and was intrigued.

In 1992, Lee Silverman hired Joe Young, who worked
in the grocery store business, to open the company’s first
store. Young has opened every store since and “has been
instrumental in the growth of the retail operations,” says
Randy Silverman. “Without Joe and several other loyal
employees who are not family members, it would be very
difficult to grow our business.”

“We went out West to visit his store and decided to
come back and give it a try,” Lee Silverman recounts,
noting that it proved a pivotal decision. “This industry
is in flux all the time, but being in the retail business en-
ables you to control your own destiny to some extent—
so that piece of advice from a competitor in a differ-
ent state really helped us. If there’s one piece of advice
I would give anyone, it’s that relationships are really
key in this business; it’s very important to keep in touch
with people in your industry and be open-minded to
new ideas.”

Randy Silverman, meanwhile, had grown up, gradu-
ated with a degree in industrial engineering and moved
to Cleveland, where he was working as a computer pro-
grammer at NASAs Glenn Research Center. But by
1993, after having held jobs at larger organizations, he
was ready to return and apply what he had learned to
the family enterprise. “I think when you come from out-
side, it’s easier to see things that can be fixed,” he says.
“There was a lot of low-hanging fruit in terms of pro-
cess innovations and structural changes that I recognized
would be helpful in growing a smaller business.”

After re-entering the company, Silverman set about
making changes to Klafter’s billing system and inven-
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tory management, adding point-of-sale systems and
streamlining the cigarette-tax stamping process. Those
changes, in turn, paved the way for the company to be-
gin opening new retail locations—it now has 16 in Ohio
and Pennsylvania—and also to adapt to changes in the
competitive landscape due to shifts in tax policy and in
cigarette company promotional programs. “The compe-
tition has gotten a lot tougher over the last few decades,”
says Silverman, who cites shifts in manufacturer pro-
grams as an example. “We used to differentiate by selling
cigarettes at the state minimum, but now that Marlboro’s
MLP program has forced most retailers to go to the state
minimum, we no longer have that price differentiator.”
Today, Klafter’s continues to participate in promo-
tional and loyalty programs, but it also strives to stand
out by offering a wider selection than its c-store compet-
itors, as well as standout customer service, and through
close and careful management. “In this business, you
have to be really focused—it’s labor intensive,” says Sil-
verman, whose wife, Renee, joined the family business as
marketing director in 2000 (See sidebar, “A Family Af-
fair,” p. 86). “You need to reinvest in your stores so they
don’t get dated and dingy, to make sure you take care of
your customers and to manage your inventory closely.”

PICKING UP PREMIUMS

Expanding into cigars was one change that paid off
for the company. “Premium cigars represent about 20
percent of our sales, and machine-made cigars bring in
another 5 percent, so cigars in general are an import-
ant part of our business,” says Silverman, who credits
his brother, who has since left the business, with hav-
ing been instrumental in bringing premium cigars into
Klafter’s during the cigar boom of the 1990s. “They

Klafter's Warehouse
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Klafter's Continued

Randy, Renee, and Judy and Lee Silverman

were difficult to get at the time, and he was the driv-
ing force in making that happen.” Today, all 16 stores,
which range in size from 1,500 square feet up to 3,500
square feet, feature walk-in humidors.

While cigarettes still account for most of the remain-
ing 75 percent of sales, Klafter’s has also done well with
RYO/MYO, snuff and vapor products in recent years.
“We adjust the mix depending on the demographics in
the area,” says Silverman. “If it’s a strong RYO custom-
er base, we’ll have a larger selection of RYO.”

The company has also tested expansions that didn’t
fare quite as well, Silverman is quick to note. “We tried
opening a bulk candy and coffee store in a mall, but we
closed it within a year,” he says. “I realized pretty quickly
that we would have had to open five of them to do the
same amount of business that just one of our stores does.”

Despite the occasional hiccup, Silverman continual-
ly looks for new opportunities. At present, he foresees
growth in vapor as the category rebounds from recent
setbacks, and he also sees potential in cannabis accesso-
ries. “Seven years ago, I would never have entertained
the thought of getting into the cannabis business,” he
acknowledges. “But we regularly check with our store
managers about what people are asking for, and they re-
ported that everyone was asking for glass pipes. So we
discretely added them to our stores, and they sold.”

The company’s primary growth strategy, however,
continues to be adding locations. “Growing stores
organically or through acquisition is probably the best
opportunity we have for more rapid growth,” says
Silverman, who adds that finding locations that meet his
criteria may prove difficult. “We’d like to get to 20 stores
by 2020 if we can find good potential locations.” T
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Klafter's brand-new traveling humidor

-I
[
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A FAMILY AFFAIR

As this article was going to press, Renee Silver-
man, marketing director at Klafter's, was putting
the finishing touches on the company’s traveling
humidor—a project she launched to commemo-
rate the 25th anniversary of the company’s retail
division. “We will introduce it on June 1 at our first
location opened in Boardman, Ohio,” explains Re-
nee Silverman, who was a retail buyer for Kauff-
man’s before joining her husband, Randy Silver-
man, in the family business in 2000.

The traveling humidor, a brand-new trailer that
will be wrapped with Smoker Friendly and cigar adv-
ertising that will be used to promote and sell at
outdoor events, is just one of many areas Renee
Silverman oversees for the company. After waiting
four years into her marriage to join the company,
she jumped into the thick of things once she came
on board. Purchasing products, planning events,
setting up retail promotions, managing social med-
ia and website marketing are all part of a long and
varied list of responsibilities that she handles or
oversees for the company—much to the delight of
her father-in-law, Lee Silverman, who says he and
his wife, Judy, are thrilled at the roles their son and
his wife are playing within the family business.

“Renee is very business-minded and has the
computer skills that are so important to run a busi-
ness like this these days,” says Lee Silverman,
who still comes into the office regularly but is hap-
py to leave the heavy lifting to the duo. “Randy
has picked up the reins, made the changes that
needed to take place and continued to keep and
build the relationships that are so important in this
business. We are just thrilled with the work they're
both doing.”
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THOSE PASSIONATE FOR GREAT CIGARS, as well
as those who make those moments with a cigar possible,
know that the state of Florida is the foundation of this
nation’s cigar supply chain, being a principle point of
entry for cigars that make their way from the port of
Miami to Maine, Michigan, Montana and your local
shop. Now, with the comprehensive effort to mitigate
the threat of the federal regulation of cigars, IFlorida can
be (and has been) central to communicating the conse-
quences of these regulations to the federal government.
That process has begun.

On the congressional front, Florida members of the
U.S. House of Representatives, Bill Posey and Kathy
Castor, are taking the lead role for the call to a legisla-
tive resolution to protecting premium handmade cigars.
Meanwhile, their colleagues in the U.S. Senate, Bill Nel-
son and Marco Rubio, are advocating for the companion
bill in that chamber.

Over a dozen members of the U.S. House of Rep-
resentatives from Florida are co-sponsors of the legis-
lation. It 1s no accident that the cigar industry has this
support from the delegation. The members are simply
representing their constituency because the economic
footprint of the cigar industry spans from one end of the
state to the other.
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New Dynamic in Washington

BY J. GLYNN LOOPE

Take these economic factors into consideration:

Impact of Regulation of Cigars
on the State of Florida

Corporate Headquarters: Greater Miami, Fort Lau-
derdale, Tampa and Naples are the location of more
than 70 corporate headquarters for the premium
cigar industry.

Infrastructure: The premium cigar industry uses
the ports of Miami, Fort Lauderdale and Tampa. In
addition, Miami, Tampa and Fort Lauderdale are the
base of operations for logistics and supply chain en-
terprises, such as bonded warehouses, trucking and
distribution operations.

Manufacturing: Miami and Tampa are the base of
operations for boutique production of premium hand-
made cigars, including enterprises owned by women
and minorities that employ skilled artisans from the
Cuban American and Latino communities.

User Fees: The new user fees imposed on the indus-
try by the U.S. Food and Drug Administration (FDA) will
take approximately $70 million out of the Florida econ-
omy and shift those dollars to the federal bureaucracy.

Agriculture: Clermont is now the base of operations
for growing Criollo and Corojo tobacco to be produced
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CRA Corner Continued

Governor Rick Scott

into Florida premium cigars, as well as the corporate
location for this new working farm and the Florida Sun
Grown corporation.

Cigar Tourism: Tampa, West Palm Beach, Miami,
Jacksonville, Fort Lauderdale and Ybor City are each
home to major regional and national cigar-themed fes-
tivals and events that attract tourists to Florida from all
over the nation.

Retail: Florida is among the top three bases of
operations in the nation for premium retail tobacco-
nists, with more than 400 retail operations for the retail
cigar trade representing nearly 2,000 employees.

New efforts to convey this message on the economic impor-
tance of the industry to the state are taking on a new sig-
nificance in the fight to protect premium handmade cigars
from the heavy hand of the federal bureaucracy. Members
of the Florida congressional delegation are planning new
communications to the administration of President Don-
ald Trump on the adverse economic consequences on the
state if the FDA is allowed to move forward.

There have been new overtures to the office of Gov.
Rick Scott to facilitate his support and advocacy with
the administration and to mitigate the threat of the rule.
Gov. Scott had previously gone on record with his con-
cerns, but with the impending actions and timetables for
the regulation by the agency new measures are needed at
the highest levels of state government.

We need the cigar consumers of Florida to play an
active role in this process. If you do business in Florida,
urge your customers to contact members of the state leg-
islature, members of Congress and Gov. Scott. Thank
them for their support, and then ask that they redouble
their efforts to protect Florida jobs, Florida businesses
and the producers of your favorite cigars. TH8

[90] TOBACCO BUSINESS [ JULY / AUGUST [ 171

Senator Marco Rubio

F Glynn Loope 1s
executive director
of the Washington,
D.C.-based Cigar
Rights of America.

CIGAR & PIPE ADVOCACY GROUPS
WIN RULE DEFERMENT

The approach to combating the negative conse-
quences of new federal regulations imposed by the
U.S. Food and Drug Administration (FDA) on cigars
and pipe tobacco recently took a new direction fol-
lowing discussions and negotiations between the
primary cigar advocacy organizations and represen-
tatives of the U.S. Department of Justice and the
Department of Health and Human Services.

Joint motions were filed in the U.S. District Court for
the District of Columbia where the parties—including the
Cigar Association of America, the International Premi-
um Cigar & Pipe Retailers Association (IPCPR) and Cigar
Rights of America—in agreement with the Department
of Justice on behalf of the Department of Health and
Human Services, and the FDA, agreed to a three-month
extension of all pending deadlines, “to allow new lead-
ership personnel at the Department of Health and Hu-
man Services to more fully consider the issues raised
in this case.”

This mutual agreement for the three-month ex-
tension suspends, for the time being, the advance-
ment of the regulations on cigars and pipe tobacco,
including the upcoming submission of warning la-
bel plans to the FDA. It also pushes the hearing be-
tween the parties from August to October.

The agreement specifically stipulates that “the
FDA will extend and defer enforcement of all future
compliance deadlines under the rule” for cigars and
pipe tobacco for the three-month period. The FDA
must issue new guidance documents addressing
this extension.

“This is certainly good news for our retail and
manufacturing community, given the nature of the
rules the industry is facing and the uncertainty they
create,” stated IPCPR Chief Executive Officer Mark
Pursell. “This gives everyone, the industry and the
administration alike, time to revisit the regulation to
determine the best path forward.”

This extension speaks to the questions raised in
the suit and the recognized need by the new ad-
ministration to review the nature and impact of the
proposed regulations. It also speaks to the virtue
of a multifront strategy in mitigating the threat of
these regulations. It spans both ends of Pennsylva-
nia Avenue and a courthouse in between.

The next eight months will be critical to the fu-
ture for your passion for great cigars. Outreach to
the Trump administration and engagement with
congressional allies to support that message, as
well as inclusion of language to protect premium
handmade cigars in legislation and the noted litiga-
tion will all be critical to future progress.

You need to be a part of that process. Call and pe-
tition your legislators at all levels. Attend their local
meetings and briefings and organize calls to their
district and national offices. Now is the time for all
cigar voters to unite and act.




GOLD ,;sm




ELECTRIC
ALLEY

"
i

Vapor Laws Go
hac-A-Mole’

Local legislation continues at a fast clip. By RENEE M. coviNo

Trying to keep up and subdue local vapor laws is a bit
like beating down the varmints in a round of Whac-
A-Mole but with one obvious distinction: The popular
arcade game is considered a fun pastime.

Local legislation surrounding vapor continues to pick
up speed, popping up faster and more furiously across
the country. Currently, the top two local legislative con-
cerns regarding vapor-related ordinances, as identified
by the National Association of Tobacco Outlets (NATO),
include flavor bans and higher legal age restrictions.

Flavor Under Fire

Flavor bans are one of the fastest-growing proposed
restrictions on the local level, with many cities and
counties in key areas around the country attempting to
prohibit the sale of flavored tobacco products, including
flavored e-cigarettes and vapor.

“However, these bans are misplaced because, for the
vast majority of the time, retailers are not the source of
tobacco for underage youth,” maintains Thomas Briant,
executive director of NATO. “Rather, most youth rely on
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social sources such as older friends, parents and strangers
to obtain tobacco products. All that a flavor ban does is
punish law-abiding retailers and cause adult consumers to
drive to a nearby town or city to not only buy their pre-
ferred tobacco products, but gasoline and other products
as well, further harming law-abiding retailers.”

However, there is some hope. In April, during the U.S.
Senate Committee on Health, Education, Labor and
Pensions’ hearing on Dr. Scott Gottlieb’s nomination as
U.S. Food and Drug Administration (FDA) commission-
er, some senators expressed concerns that flavored vapor
products could lure adolescents into experimentation,
but Gottlieb declined to commit to a ban on flavored
vapor products.

“I recognize there is a line here somewhere,” he said,
adding that questions persist around when the devices
could aid smoking cessation and when they might serve
as a gateway to adolescent smoking. “I think a proper-
ly constructed and overseen regulatory process should
have the capacity under the authorities Congress gave
the agency to make these determinations.”
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Electric Alley Continued

Tobacco 21 Tornado

Raising the legal age to purchase tobacco products in-
cluding vapor products—is another major local regula-
tory trend. Most often, the proposal is to raise the legal
purchase age to 21 (which is why it has become known
as “Tobacco 217 legislation), “despite the fact that
18-, 19- and 20-year-olds can vote, volunteer to serve
in the military, get married, take out loans for college
and make their own health care decisions,” points out
Briant. “Legal-age adults should be allowed to make
the decision as to whether to use tobacco products or
not without government stepping in and dictating what
these young adults can and cannot do.”

Briant isn’t the only one fighting that fight. The board
of commissioners in Genesee County, Michigan, put on
hold a measure scheduled to take effect on May 15 that
would have raised the minimum age to purchase tobacco
and vapor products from 18 to 21. This was after RPF
Oil Company, which owns many gas stations and conve-
nience stores that sell tobacco in the county, filed a law-
suit in the 7th Circuit Court, claiming that it violates the
Age of Majority Act, which states that anyone age 18 “is
an adult of legal age for all purposes whatsoever.”

The overarching regulatory problem for vapor is
a good, old-fashioned conflict of interest, says Kathy
Hoekstra, the regulatory policy reporter for Watchdog.
org. She recently opined that rather than promote what
is potentially a lifesaving alternative for smokers, the
public health establishment in the U.S. warns against
using vapor products for smoking cessation based on
“potential health risks,” when, in reality, many vapor
opponents have serious conflicts of interest due to
financial relationships with pharmaceutical companies
that manufacture FDA-approved cessation products.

Taxing Triumph

Meanwhile, there is some good news to report where local
vapor legislation is concerned. Recently, the New York
Legislature eliminated all language for vapor product
regulations from Gov. Andrew Cuomo’s $152.3 billion
executive budget proposal that would have imposed
a 10-cent per milliliter excise tax on e-liquid. Andrew
Osborne, vice president of the New York State Vapor
Association, praised the move, saying, “We’re happy
to see New York take a step back from these aggressive
regulations that would have essentially decimated the
entire industry in the Empire State.”

Dr. Edward Anselm, a senior fellow at R Street
Institute, also applauded the decision, saying that
“common sense appears to have prevailed in the state
Senate.” He recognizes, however, that controversies
and the need for continued improvement in the state’s
performance on tobacco control still exist. He believes
the local administration should “convene a panel to
review the evidence and set meaningful policies that
address the needs of all New Yorkers.”

Pennsylvania’s Senate Finance Committee is also
moving on a bill to kill vapor product excise taxes. The
bill would eliminate the state’s current 40 percent excise
tax on vapor products and replace it with a new, lower
excise tax.

Bl

Despite all the local legislation vapor momen-
tum, some good, but mostly bad, the industry itself is
reportedly on the rise. Florida-based Premier Vapor
recently released a statement reporting that, from the
inception of the vapor industry, “there has been an
exponential growth of up to almost $7 billion in reve-
nues within just a couple of years, with no indications
of slowing down.” T
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Sea and Air Bans Meet Opposition

State and local vapor bans aren’t the only ones to be
fought. Industry-specific vapor bans from sea to air are
rearing their ugly heads, too, but not without opposition.

For one, the United States Navy has banned electronic
cigarettes and vaping devices throughout the fleet, cit-
ing concerns that the battery-powered products could
potentially explode and injure sailors. The new rule
“suspends the use, possession, storage and charging
of electronic nicotine-delivery systems (ENDS) aboard
ships, submarines, aircraft, boats, craft and heavy equip-
ment,” according to a recent Navy press release.

The prohibition applies to sailors, Marines, Military
Sealift Command civilians and any personnel working
on or visiting those units. “This new policy is in response
to continued reports of explosions of [electronic
nicotine-delivery devices] due to the overheating of
lithium-ion batteries,” the release said.
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U.S. Rep. Duncan Hunter, a former smoker who is
now also known as “the vaping congressman,” wrote
a letter to the Navy urging it to reconsider its ban on
vapor products, which went into effect May 14.

Regarding vapor bans in the sky, the Competitive
Enterprise Institute (CEl), a nonprofit libertarian think
tank, reported that its lawsuit with the U.S. Department
of Transportation (DOT) over the federal regulation that
created the DOT's airplane vaping ban continued in
April in the Court of Appeals for the District of Colum-
bia Circuit.

The CEl's argument was that the DOT “overstepped
its authority” after the government agency admitted in
2012 that e-cigarettes neither burn tobacco nor produce
smoke and because the agency neglected to provide
evidence of harm to passengers.
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Vapers seek convenience and
flavor, according to a new
survey of the vapor market.
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“What is the
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Convenience is key for vaping fans, according to a recent survey in which 95
percent of vapers rated convenience as important when using a vaping device.
“Vapers demand a fulfilling experience that is hassle-free, and that’s why we’ve
seen a proliferation of pod-type systems to hit the market,” said John Wiesehan Jr.,
CEO of Mistic, which co-sponsored the 2017 Vaper Preference Survey with 7he
Vaping Advocate. “What’s really interesting is that our survey revealed 67 percent of
mod and mechanical mod users saying convenience is very important when using a
vaping device.”

However, mod users tend to place greater importance on performance than the
vaper universe broadly, with 42 percent ranking performance/battery as the most
crucial device attribute whereas just 27 percent of all survey respondents named
performance/battery as most critical. Among cig-alike fans, price came in at the
top, with 31 percent ranking it the most important attribute, while 27 percent chose
performance/battery and 19 percent elected ease of use.

The pages to follow highlight additional findings from the survey.
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Vapor Views Continued

“What is Most
Important
to You When

Choosing an
E-liquid?”

DON'T KNOW/
OTHER

21%

PG/VG
LEVELS

$3%

NICOTINE

“HOW Did QUALITY
You Learn 8%
About
Vaping?”’

REFERRED BY ADVERTISING WORD OF MOUTH INTERNET
FAMILY/FRIENDS SEARCHES

39% 23% 16% 3%
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KENTUCKY STRAIGHT BOURBON

WHISKY

Handmade

Distilled, aged and bottied by the
Maker’s Mark Distillery, Inc.
Star Hill Farm, Loretto, Ky. USA
790ml. 45% alc./volk
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Heritage Brands Continued

About a month ago, I realized that I hadn’t
smoked a Macanudo in many years. When I
finally smoked one, I was quite impressed. I
also hadn’t had Maker’s Mark in several years,
and when I cracked open a bottle a few nights
agoyit kind of surprised me as well. It’s a solid
whiskey. I see Maker’s Mark as what we n the
cigar industry would call a heritage brand. It’s
just like Romeo, H. Upmann or Macanudo—
one of those brands that have been around for

a long time. It’s very iconic, and it’s very easy
to spot on the shelf—a brand you don’t need to
recommend,; it sells itself.

Retailers tend to ignore heritage brands
because they do sell themselves—but you can’t
and shouldn’t ignore them. As much as we love
boutique cigars, they aren’t the brands that
pay the bills. Heritage brands are what keep
the lights on; and Maker’s Mark, though it’s
a bourbon, falls into that same category, as do
established cigar brands like the H. Upmann
and Macanudo. Remember, you’re not selling a
necessity with whiskey or cigars. You don’t need
either of them to live your life; you want them
to live your life. It’s all about the lifestyle and
about relaxation. You're selling the idea that at
the end of the day you’re going to sit out on
the patio and have that cigar, have that glass of
whiskey and reflect on the day, taking it all in as
you try to unwind. They just go hand in hand.

Maker’s Mark is a wheated bourbon. Wheat-
ed bourbons have a higher wheat content in
the grain used in the distillation process. The
more wheat you add, the softer and sweeter the Maker's
bourbon turns out. It makes it more palatable
for someone who doesn’t like a harsher whis-
key. As a wheated bourbon, Maker’s Mark is
going to be a lot softer and a little bit sweeter
but still a really good quality, easy drink. It’s one
of those whiskies that somebody who drinks a
lot of whiskey will certainly appreciate, but

that, at the same time, will be a good entry-level % £ N e
BoUHBes wHIARY

bourbon for someone just getting into bourbon. »ou REL TR

Maker’s Mark, since it is a little bit lighter and LA ¢
refreshing, makes a very good Manhattan. RN - AL W
5 =
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Heritage Brands Continued

Maker’s Mark has their Cask Strength and
their Maker’s 46. For Maker’s 46, they actually
take some Irench oak staves that they heavily
char and put into the barrel with the whiskey
for an additional two to three months. This
really changes the character of the bourbon,
giving it more depth in flavor and bringing out
the woodiness of the whiskey. As far as how it
sells in our store, it’s one of our best sellers. I
was surprised to find we sell just about twice as
many of the 1.75 liter bottles of Maker’s Mark
as we do of the 750 milliliter bottles. I don’t
necessarily look at the sales SKUs for the other
departments all that often, but that was a really
big surprise. I thought the fifth would be the
most popular, but it’s actually the half-gallon
size that’s our best-seller.

I’'ve never had a cigar without some sort
of beverage—whether it had alcohol in it or
not. Customers who smoke cigars often look
for the perfect pairing. Many whiskies are
too powerful for a nice Connecticut Shade,
but Maker’s Mark works well with the Alec
Bradley American Classic if you wanted to
keep it on the less expensive side. If you've
got the money and can find it, I definitely
recommend pairing it with a La Palina
Goldie. That said, it does have enough spice
in it to work well with sun-grown tobacco as
well—something that’s a solid medium, like
the La Flor de Las Antillas from My Father
Cigars or maybe the new Hoyo de Monterrey
La Amistad blended by A.]J. Fernandez.
Strength- and body-wise, I wouldn’t go far
past a medium-bodied cigar, but one in the
mild-to-medium range would work well with
a glass of Maker’s Mark. Tl

Nick Douglas is the assistant
humidor manager/buyer for The
Party Source in Bellevue, Kentucky.
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SOUND
ADVICE

Banking

Glen Case, president of Kristoff Cigars, draWs on his experiences working in the
hectic and demanding financial world to take on the cigar industry—and to offer
insights on how to turn your passloq,g 3 full-time job opportunity.

INTERVIEW BY BEN STIMPSON

Glen'Case hasalways enjoyed a good cigar. Case spent 18 years working in the financial services industry before
he entered into the cigar industry as a sales representative. It was his time selling cigars that inspired him to start
his own business: Kristoft' Cigars, named after his son, Christopher. When Case started his company almost 13
years ago, he did so thinking it would become his full-time work. Case came to see cigars as a means of breaking
down barriers and bringing people together to talk about life and solving the world’s problems.

With Kristoff, Case set out to create a nationally and internationally recognized brand of cigars. He recognizes
that while some strides had been made to achieve those goals, there’s still a lot of work to be done. Yes, he sees a
future for Kristoff and the premium industry as a whole—even with the hurdles set forth by the changing econ-
omy and the U.S. Food and Drug Administration (FDA). Case offered his thoughts on startups, lessons learned
from his pre-cigar jobs and advice for entrepreneurs who have interests outside of their current line of work.
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Sound Advice

Tobacco Business: What has been the
biggest lesson you’ve learned while
launching Kristoff?

Case: The biggest lesson learned in launching
a cigar company was truly understanding and
appreciating the artistry behind blending and
manufacturing a cigar. Quite frankly, many
of the cigars I introduced during the first 18
months failed miserably—mnone of which were
under the Kristoff name. It wasn’t until I intro-
duced the first Kristoff blends——the Original
Criollo and Maduro—that [they] really start-
ed to put me “on the map.”

What was the transition like, moving
from working in the financial industry
to taking on Kristoff as a full-time job?
The transition was as dramatic as one could
imagine. I went from working for a $165 bil-
lion corporation—with tens of thousands of
employees, with an infrastructure filled with
alot of politics and bureaucracy—to working
for myself'in a completely unrelated industry.
Yes, the transition was significant.

What skills or lessons learned from
working in the financial industry have
you come to rely on while working
with premium cigars?

While the financial services industry is ob-
viously very different, many of the skillsets I
developed over the years were transferable to
the cigar industry. Understanding and manag-
ing profit and loss of a company, creating an
effective business plan, product and business
development, marketing and human resources
—all of these skills are essential in being able
to effectively run a company.

If you were to launch Kristoff today,
how would you do it and what would
you do differently?

Of course, hindsight is 20/20. As I mentioned
previously, it took me nearly 18 months be-
fore I launched the first Kristoff blend. Up
until that time, I had launched several other
blends under different names, and the look
and feel of the packaging lacked continuity. It
wasn’t until I launched Kristoft that I started
to rebrand the company and developed the
branding that we have today. All that being
said, I wish I could have created the Kristoff’
brand from day one.

What advice would you give other start-
ups in the tobacco industry?

There are several things I would advise a new
startup to do. The first would be to never lose
sight of the quality, consistency and avail-
ability of your product. Any inconsistency in
a cigar, or any product, is a recipe for disas-
ter. Moreover, consistently short-supplying
the market is an easy way to lose support of
the retailer; they are not going let a customer
leave their store without making a purchase
just because they are out of a particular brand
or blend.

Another piece of advice is you need to be
out there selling and promoting your product.
This is a highly competitive and saturated
industry, and you need to be out visiting re-
tailers, meeting consumers and doing events to
get your cigar in people’s hands. This means a
lot of windshield time and time on planes, but
you have to do it. While there are several other
pieces of advice I could give, I'll finish with
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While | can say
that | enjoyed

the financial
services industry
and made a nice -
living, | can’t say .
I was passionate _*. &
about it. -

35

the economic and management side of the

industry. Make sure you are well-financed—
there are significant upfront costs in getting
started, as well as ongoing costs to maintain
and grow the business. I've seen it happen too
many times where someone gets into the in-
dustry only to fail because they did not have
the cash flow to sustain the business. Effective
profit and loss management is critical to the
viability of the business.

Lastly, this is a business, and it needs to be
managed very carefully. Here, too, I've seen
people get into the industry because of the
mystique and the perception that if you start a
cigar company you’ll be rich and famous over-
night. Sadly, it’s not true.

What advice do you have for other entre-
preneurs who are considering pursuing
a business opportunity in a different
industry or field of work than they are
familiar with?

Pick an industry or field that you are passion-
ate about. While I can say that I enjoyed the
financial services industry and made a nice liv-
ing, I can’t say I was passionate about it. For
me, I have a true passion for the cigar industry
and love what I do.

The second piece of advice would be to
fully understand the industry you’re going
into, including knowing industry econom-
ics, your competition, truly understanding
the product or service, devising a strategy
to differentiate yourself, and developing and
executing a well-thought-out business plan.
Finally, surround yourself with good, smart
and ethical people. TI
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FILTER TUBES

Searching for a filter tube that is crafted with

the highest quality material available?

Then look no further than Golden Harvest
Premium HQ Tubes. Let your customers
experience what's made Golden Harvest
one of the best selling tubes in

the US. They deliver a smooth
pleasurable smoke without
giving up strength or flavor.
Available in King Size

and 100mm.

QUALITY IS OUR HERITAGE.
P.O. Box 2495, Kinston, NC 28502 Call 1-888-372-8622 or Fax 1-866-337-7667
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Add value with
Shargio injectors,
rollers, cases and more!

As one of the top-selling tobacco brands in the US, our customers know the OHM name stands for quality and value. And as a result, more retailers tum to the entire
ICT family of products—from our flagship OHM brand, Au Naturall'e additive and preservative free varieties, 752 economy brand and Duo flavar-changing filtered
cigars, to Shargio tubes and accessories—to increase store traffic and OTP category profits. Let us show you how our array of exceptional varieties and price points,
combined with customized in-store programs and 14 years of industry expertise can build a winning sales strategy for your business. After all, success runs in our

family.
800-595-0796
WARNING: This product contains nicotine. Nicotine n '.. t @

is an addictive chemical ictusainc.com/success




