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V. KT&G-PMI Global Collaboration Agreement_@ Bl7Z
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Global Collaboration Agreement with KT&G to
Accelerate the Achievement of a Smoke-Free Future

* Requires multiple products providing a wide array of brand, taste, price and technology choices to adult

P smokers
Driving , , o ,
. * Leveraging on PMI's best-in-class RRP commercialization, technology, scientific substantiation and
G rowth in regulatory engagement capabilities to broaden our strong portfolio and innovation pipeline, to further
drive category growth
Smoke-Free

» KT&G's smoke-free products are complementary to curs

Category . ) o . ]
*  PMI has responsibility for all elements of commercialization and we intend to apply a market-by-market

approach to deployment

= Will run for an initial three-year period; royalty-based agreement
The * Intention to expand the market footprint based on commercial success
Agreement * Products subject to careful scientific assessment before commerciafization
* No current plans to commercialize KTEG products in the US, LIL Mini

LI Plus

Source: Farm 10+ for the quarter ended September 30, 2020 (p. 75} LIL HYBRID

V. KT&G-PMI Global Collaboration Agreement_ @ M-S AR

PMIC| OHIE/READUE EE, S50| YE0l= SZE NGP AIZ2Z M
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lit Hybrid, lil Plus, lil Mini, lil Vapor2l 2121, 25| 51 243

|ok3| 2k 3y

HYZ1712] 214 2 AGE ol T2t HE FHs
S8 L 2THSH SR A oY
ool et PMPHIE 23Tt HHE THo) 2 El g KTaGRl Xig

opg, 98 9 Toj Soll 49 E|= HL.S 2 ool T2t pMI S5

PMI-KT&G == A2 LHE (2020.1)

RSPs for IQOS VEEV and LIL SOLID/HYBRID
(October 1, 2020)
LILSOLID

* Russia:
— Kit: RUB 2,690
— HTU pack: RUB 130

* Ukraine:
~ Kit: UAH 999
— HTU pack: UAH 50

LIL HYBRID

+ Japant@;
- Kit: JPY 6,980
~ HTU pack: JPY 500
— Cartridge: JPY 60%

() Effective October 2¢
Note: Unless atherwise stated, 20 HTUs per pack
Sauree: PM affiliates 123

PMI-KT&G == A 22| F X[t A L&
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The RRP Opportunity Remains Vast ...

~40

million

~14 of adult smokers
million

Estimated users

e-vapor products

Adult Smokers Total Total
(Global)# 1QOS Users E-vapor Users
(2019) (2019)

(3) Source: World Health Organization (WHO)
(b) Status at December 31, 2019, See Glossary for definition
Source: PMI Financials or estimates, IGOS User Panels and PM| Market Research (Consumer Analyst Group of New York Conference, February 19, 2020) 47

MA Z4A7L S B 1.3%2HIQOS 0|18 (2 d87ts48)

* First electronic nicotine product authorized as a
Modified Risk Tobacco Product (MRTP) with
reduced exposure message

Historic
Milestone:
US. FDA

+ Demonstrates that IQOS is a fundamentally different
tobacco product, and a better choice for adults who
would otherwise continue smoking

+ Decision validates PMI's science-based approach, the
U.S. approach to harm reduction for adult smokers,
and the tobacco and nicotine risk continuum 5

Authorizes
Marketing of IQOS
as a Modified Risk
Tobacco Product

« FDA found that the exposure modification order for
1QOS would be appropriate to promote the public
health and is expected to benefit the health of the
population as awhole

+ FDA's comprehensive post-market controls and
monitoring provide an important example for
implementing science-based regulations that promote
public health while minimizing undesirable outcomes

Sburce: PMI Q2 2020 Results, July 21, 2020

86

HALEHf O] 28X 0| E DO|="H 2 (FDA)E O & 5{-8(2020.7)

3) 2Lk SiU ALY SIEMIOIE MR AITE HT S

WE ace pasticulasly pleased by the excelleat perle O IQOS, foe whicl: we continued (o grow sliace acioss a4 broad tauge of wackets. This is

hich incr.

4) OI= FDAS HERIguliZt efsi= ot eH sttt 780l 21!

e 1Q
ceduces

srour body's

hacmful or Barmfil chemic,

The agency c thar IQOS

expocted to beachit the hoalth of ¢
- se 1obacco

=2 2o 27 Hm A

el mHA, §F7c§"51 I1 9. 2t
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S

IQOS: Independent Verification on PMI Science
(Governmental Reports)

China National Tobacco Quality Supervision and Test Centre (China, 2019): "THS 2.2 delivered fewer harmful
constituents than the conventional cigarette 3R4F."

about 80-99% are substantial.”
- Food and Drug Administration (FDA) (U.S., 2018): "The ind dent testing perf d by STL [FDA's Southeast Tobacco

Laboratory] confirmed the lower levels of selected [harmful and potentially harmful compounds] HPHCs in the aerosol from the
= HeatSticks compared to mainstream cigarette smoke.”
AVl

O Federal Institute for Risk Assessment (BfR) (Germany, 2018): ‘The herein confirmed reductions of relevant toxicants by
—

(T Public Health England (U.K., 2018): “Compared with cigarette smoke, heated tobacco praducts are likely to expose users and
bystanders to lower levels of particulate matter and harmful and potentially harmful compounds. The extent of the reduction found
“aly varies between studies.”
Ly
A LA U.K. Committee of Toxicology (U.K., 2017) "[l]t is likely that there is a reduction in risk, though not to zero, to health for
A K% smokers who switch completely to heat-not-burn tobacco products.”

National Institute for Public Health and the Environment (RIVM) (the Netherlands, 2018): ‘The use of heatsticks
- with the IQOS is harmful to health, but probably less harmful than smoking tobacco cigarettes.”

MNote: Todate, published their scientific that analyze the ha f certain RRPs vers ing smoking,
sbove select xamples. Refe o Form 10.0fothe qusterended September 30, 2020, for adtionl nformation 94
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New Categories Consumers Generate Higher Revenue BA?

Driving Accelerated Industry Revenue Growth

+ NICOTINE INDUSTRY NET REVENUE (£ Bn)

Consumers Consumers Consumers

Indexed Revenue Indexed Revenue Indexed Revenue

100 126 142

Of All New 3 Categories Consumers:
41% Do not Smoke (up from 28%, 3 years ago)

2017 2024 Outlook

ombustibles a Non Combustibles < ABETTER
TOMORROW ™
g

NGPEE0| 202410 = #0]92| 35%= 5343 7|t

NGPZF 21 i 7} 191 & 0] 2l 1.42H]

TTER =y
Mgéﬁgw We are Committed to Sustainable Delivery SAI

FINANCIAL DELIVERY ESG AMBITION EFFICIENCIES

2020-2022

=4 S 2[5l NGP O] 8Xt& 2030 77HX| 5,0002F
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2018 2019 19 zgqo 3q 2018 2019 19 >Q 3q
KSR 1,155 916 1,001 953 1,167 Oy &= <4 2,860 2,682 448 412 1,084
H| 9S4t 1,731 1,476 1,460 1,699 1,624 o =1 7t 2,233 2,299 421 414 883
XS A 2,886 2,393 2,461 2,652 2,791 IfE%0|¢ 627 382 27 -1 200
FSEX 679 323 416 428 615 THOfH| f 22| H] 416 438 101 103 110
H| 7& 5 X 291 247 333 396 387 Fglolel 212 -56 -75 -105 90
25 A 970 570 749 825 1,002 27|=0|¢ 237 -4 -37 -72 60
2= 76 80 80 80 80 7| 2F 2ol R) 1,564 24 -233 -467 401
o4y = 1,207 1,188 1,155 1,081 1,142 W=Z0/YE (%) 2193 1425% 594 -0.30 1848
7|E} 633 555 477 666 567 g2/0/9F (%) 7.40 209 -1664 -2536 834
X25A 1,916 1,823 1,712 1,827 1,789 52z 0/ Y& (%) 828 -0.16 -824  -1748 556
- TN Y RAENE o wa o THE A MM 9l o
2018 2019 1Q zgéo 3Q 2018 2019 19 zgéo 3q
KSR 1,198 854 945 893 1,107 O = oK 2,864 2,061 360 380 915
H| F& A4t 1,317 1,075 1,101 1,354 1,226 o= &7t 2,298 1,828 323 324 695
XHetSA 2,514 1,928 2,046 2,247 2,334 =35 0[< 565 233 37 56 220
FSEX 624 246 361 340 425 THofH| f2te| i 315 345 81 87 82
H| 7S5 X4 27 3 85 150 148 ddoly 251 -112 -44 -30 138
2XHEA 651 249 446 490 573 27|=0[9 317 -85 1 -23 102
N = 76 80 80 80 80 7|23 50| ") 2,096 -535 4 -154 675
olddd= 1,165 1,057 1,061 1,034 1,136 W ZZ0/9E (%) 19.74 711.31 10.23 1480  24.01
7| Et 623 542 459 643 545 g2/0/9E (%) 875 -546  -12.26 -7.96 15.04

ESA 1,864 1,679 1,600 1,758 1,761 5717019 & (%) 71.09 472 017 -6.16 77.73
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