s B
@ a@=~ @ A
N 0 DEMONSTRATION OF
. CARBON NEUTRALITY
PHILIP M ORR]S T:ﬁ,, www.sgs.com/climatechange

INTERNATIONAL SGS

.....

\LIP MORR
I

PHILIP MORRIS
INTERNATIONAL

DECLARATION OF CARBON
NEUTRALITY

MARKET ENTITIES CLUSTER 1

CONFIDENTIALITY NOTICE
This document is strictly confidential. Information contained in this document may not be reproduced
or disclosed to any person without the written permission of Philip Morris International.




DEMONSTRATION OF
CARBON NEUTRALITY

www.sgs.com/climatechange

PHILIP MORRIS
INTERNATIONAL SGS

Table of contents

1 Carbon neutrality deClaration ... e 4
2 1] (g Te [UT] 1o o WO PR PT PP PPPRPPN 6
21 General information regarding Carbon Neutrality ...................ccoo e 7
b~ 1 o7 o] o T SRRSO 8
2.3 Boundaries of the SUDJECT ... 8

3 Quantification of carbon FOOIPIINT ........oiiiiiie e e et e e et e e e senaeeeeens 9
3 EMISSIONS FESUIES ... e e 9
3.2 MethOdOIOQY ... 9

K 0 B oo o - IO SRR 10

I oo o 1= 1RO PP PPRPP 10

K T oo o 1T SRR 11

3.3 DAt@ SOUIFCES ...ttt h e bt e e h e e s b e e s n e n e e e nrreee e 11
3.4 Assumptions and estimations .............c.coo i 11
3.5 EXCIUSIONS ...ttt et e e e bt e e e bt e e e b e e e e e b e e e a b e e anr e e e e nrnneeeaa 11
3.6 UNCEItaAINIES. ... e e e e e s ba e e e snreee e 12
3.7 Comparison wWith baseline Year ...............oooo e 12

4 Carbon ManagemeEnt PIan .........ooo et as 12
41 PMIglobal best PractiCe .............oooo e 13
4.2 Implemented GHG emissions reduction project repository in Markets Cluster 1 ................... 14
4.3 Planned GHG emissions reduction initiatives in Markets Cluster 1...................ccccccoiiinnnn. 15

5 Carbon OffSEt ProOgram ... et as 16
5.1 Offset program for the first application period .................cccoi e 16
5.2 OffSetting ProjeCt(S) .....ccvuiiiiiiiiiii i e e e e e e e nareee e 16
5.3 Amountof credits purchased .....................ccc 19

6 Annex A — Carbon Neutrality Verification Opinion ............ccceiiiiiiieiie e 24
7 Annex C — Scope 1, 2 and 3 emissions inclusion and eXCluSiON .............cocovviiiiiiiiiiiiiiiieceeeeeeeeeeeeeeeee 27
8 Annex D — Uncertainty CalCUIatioN ............oooiiiiiiiii e 28

Table of Figures:




T DEMONSTRATION OF
g - CARBON NEUTRALITY
I)] ] I IJ[ ]) M ORR]S % www.sgs.com/climatechange

INTERNATIONAL © SG§

Table 1.1 - Market Legal ENItI©S .......cooo ittt e e e e raaeeeeaaes 4
Table 2.1 - General INFOrMAtION ........couiiiie ettt ettt e sar e s ann e e saneenas 7
Table 3.1 - GHG emisSions OVErall FESUILS .........coiiiiiiiiiiiiie e e e 9
Table 3.2 - Comparison With DASEliNG YEAI ..........cccuuviiiiiie e e e 12
Table 4.1 - Avoided CO2 emissions due to green electriCity iNCrease ..........cccveviieiiiiiiii i 13
Table 4.2 - Implemented GHG emissions reduction projects..........cccooiviiiiiiee i 14
Table 4.3 - Planned GHG emissions reduction initiatives ... 15
Table 5.1 - OffSEtING PrOJECES ....uveiiii i e e e e e e e e e ab e e e e e e e e snnraaeeas 17
Table 5.2 - Markets Cluster 1 offsetting projects retirement allocations .............occcoiiiieiii i, 18
Table 5.3 — Emissions to be offset by legal entity ............ccoooiiiiiiiiii e 19
Table 8.1 - INCIUSIONS AN EXCIUSIONS.........ciiiiiiiie ettt st e e s rabe e e s annae e e e anneeeas 28
Table 9.1 - Uncertainty CalCulations .........ccoooiiiiiiieeeeee e 28
Table 9.2 - IPCC uncertainty data ..........cueiiiiiiii et e e e e s 29

CONFIDENTIALITY NOTICE
Information contained in this document shall not be reproduced, disseminated, or disclosed in any way to any person
without the prior written consent of Philip Morris International.




DEMONSTRATION OF
CARBON NEUTRALITY

www.sgs.com/climatechange

s
PHILIP MORRIS
INTERNATIONAL SGS

1 Carbon neutrality declaration

The Qualifying Explanatory Statement (QES) contains all the required information on the carbon neutrality
of the given subject. All information provided within this report has been reviewed by a third party (SGS) and
is believed to be correct.

Emissions within each market are allocated to a legal entity, or entities, based on the best of our knowledge
at the time of preparing this statement. In any event, the total emissions declared for each market represent
all our known scope 1 and 2 emissions from Market office, warehouse, fleet and retail operations for this
cluster (excluding Aspeya and Swedish Match, unless otherwise specifically mentioned).

Philip Morris has also been pursuing the acquisition of renewable electricity for all our markets. We have
been largely successful in this cause. In limited cases we have been unable to source renewable electricity
certificates within the geographical boundary of the target market. In these cases, we have sourced the
equivalent requirement from a neighbouring market. The total electricity consumption of all affected markets
represents less than 1% of our total electricity consumption.

This is the fourth declaration of achievement of carbon neutrality for the following list of markets that will be
collectively refered to as “Markets Cluster 1” in this document:

Australia Philip Morris (Australia) Limited

Costa Rica PHILIP MORRIS COSTA RICA, SOCIEDAD ANONIMA

Denmark Philip Morris ApS
Finland Philip Morris Finland Oy
Greece PAPASTRATOS CIGARETTES MANUFACTURING COMPANY SINGLE MEMBER

New Zealand | Philip Morris (New Zealand) Limited

Norway Philip Morris Norway AS

Portugal Tabaqueira Il, S.A.

Sweden Philip Morris Aktiebolag

Turkey Philip Morris Pazarlama ve Satis A.S.

Turkey Philip Morris Seyahat Perakende Satis Anonim Sirketi

Table 1.1 - Market Legal Entities

Carbon neutrality of the Scope 1 and 2 emissions under the direct operational control of Markets Cluster 1,
including their office, warehouse, fleet and retail operations achieved by Markets Cluster 1, for the period, 1
January 2025 to 31 December 2025. The achievement of Markets Cluster 1 facilities’ Carbon Neutrality has
been verified by SGS United Kingdom Limited.

Verification Criteria:
e Determination of emissions and reductions in accordance with the WRI/'WBCSD GHG Protocol,
Corporate Accounting and Reporting Standard for the baseline year and subsequent years.
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e Transparent definition of the scope and boundary of activities included within the subject of the
Carbon Neutral claim
e Establishment and Implementation of a Carbon footprint management plan targeting emissions
reductions by defined actions
e Quantifiable reductions in emissions have been achieved year on year based on actions taken as
part of the Carbon footprint management plan
e Carbon Neutral declaration produced that provides sufficient detailed information for the claim,
quantification methodology, scope, carbon management plan, reductions and offsets to be fully
transparent.
e Offsetting of residual emissions has been undertaken with carbon credits that:
- Have been verified by an independent third-party verifier
- Have been retired or cancelled via an independent and credible registry
- Are only issued after the reduction associated with the project has taken place (ex-post)
- Represent genuine additional reductions elsewhere
- Meet the criteria of permanence, leakage, additionality and permanence as defined in the
WRI/WBCSD GHG Protocol for project accounting
- Are supported by publicly available project documentation available on a registry or equivalent
that provides details of the offset project, the quantification methodology and the validation and
verification procedures.
The verification opinion issued by SGS can be found in Annex A.
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2 Introduction

This document forms the Qualifying Explanatory Statement (QES) to demonstrate that Philip Morris
International Markets Cluster 1 has achieved carbon neutrality for the period starting 1st January 2025 and
ending 313t December 2025.

PAS 2060:2014 is no longer available as a certifiable standard as of 2026. While this QES applies the
methodological principles of PAS 2060:2014 to ensure consistency, it does not constitute nor claim certification
under PAS 2060:2014. PMI adheres to the methodological principles and requirements of PAS 2060:2014,
which was enforced during 2025, although certification under it is no longer possible. In line with our
commitment made in 2022 to achieve Carbon Neutrality by 2025, this QES continues to ensure methodological
rigor and transparency in how we account for and communicate our carbon-neutrality progress.

The Carbon Neutrality declaration is based on rolling twelve-month data for the 2025 reporting year. Following
completion of the reconciliation process, the declaration will be amended to reflect the finalized full-year 2025
data.

This has been achieved through:

e Continuous carbon emissions reduction through action plans under PMI direct controls: office,
warehouse, fleet and retail operations under affiliates’ control. These reductions have been captured
as part of the GHG inventory for 2025.

e Compensation of remaining carbon emissions for the period commencing 1st January 2025 and
ending 313t December 2025.

This report includes the information which substantiates the declaration of PMI affiliate’s achievement of
carbon neutrality for this application and commitment on carbon neutrality up to 2025.

Given most markets are sourcing renewable electricity, the opportunity for reduction for our market clusters is
primarily through fleet improvements. These initiatives are implemented via PMI central functions’ Carbon
Management Plans, demonstrating our commitment to being carbon neutral.
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Entities in scope of declaration

Individual responsible for the evaluation and
provision of the data necessary for the
substantiation of the declaration (inc.
preparing, substantiating, communicating
and maintaining the declaration)

Subject of declaration

Function of subject

Activities required for subjects to fulfil its
function

Rationale for selection of the subjects

Type of conformity assessment undertaken
Reference date
Achievement period

Commitment period
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General information regarding Carbon Neutrality

Markets Cluster 1, as per Table 1.1 - Market Legal Entities.

Len Beggs

Scope 1 and 2 emissions under the direct operational control
of Markets Cluster 1, as per Table 1.1 - Market Legal Entities,
from offices, warehouse, fleet and retail operations (full list
available in Annex C).

Sales and distribution of products for PMI and its brands.

The activities required within the office, warehouse, fleet and
retail operations are:

e Sales

o Distribution

e Marketing

e Administration

o Facility management

PMI’s ambition is to be carbon neutral for all of its direct
operations (full scope 1 and 2) by 2025. In this journey, all
subjects (factories, offices, warehouses, fleet, retail) that
have reached substantial emission reduction in the past
years qualify to compensate residual emissions and become
carbon neutral.

I3P-3 Independent third-party certification - unified
1st of January 2023
1st of January 2025 — 31st of December 2025

1st of January 2022 — 31st of December 2025

Table 2.1 - General information
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2.2 Scope

The subject for carbon neutrality is the entities grouped in Markets Cluster 1.
The main business activities of these entities is the distribution, sales and marketing of PMI brands.

During the reporting period, the definition of the subject(s) remained unchanged. In the case that material
change occurs to the subject(s) in the future, the process of determination and substantiation of the subject(s)
and associated GHG emissions shall be re-started on the basis of newly defined subject(s).

2.3 Boundaries of the subject

The system boundaries considered for the organizational carbon footprint of the subject are the activities
occurring within the physical perimeter of the entities and under the entities’ control (excluding manufacturing
and Swedish Match) including:

- Offices

- Warehouses
- Fleet

Retail stores

GHG emissions associated with entities in Markets Cluster 1 office, warehouse, fleet and retail operations
within the defined boundary for the period of 1st January 2025 to 31st December 2025 have been quantified
in accordance with GHG Protocol Corporate Accounting Standard (operational control) and verified by SGS.

The data for this application period has been verified by an independent third party, SGS, who verified that
the Carbon Neutral Declaration set out in this QES is appropriately reported in accordance with our criteria in
paragraph 1 of this declaration.

The verification opinion issued by SGS can be found in Annex A.
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3 Quantification of carbon footprint

3.1 Emissions results

The total GHG emissions related to scope 1 and 2 refer to office, warehouse, fleet and retail operations during
the rolling 12 months year 2025 (application period) and represent a total 4,173.2 tons of CO- equivalent.

Scope 2 Total
. Scope 1 (market- Scope 1
Legal Entity(ies) [tCO2¢] based) and 2
[tCO2e] [tCO2e]
Australia | Philip Morris (Australia) Limited 353.0 0.0 353.0
Costa PHILIP MORRIS COSTA RICA, SOCIEDAD
Rica ANONIMA 347.9 0.0 347.9
Denmark | Philip Morris ApS 92.2 7.0 99.3
Finland Philip Morris Finland Oy 46.5 0.0 46.5
PAPASTRATOS CIGARETTES
Greece MANUFACTURING COMPANY SINGLE 308.9 0.0 308.9
MEMBER
New Philip Morris (New Zealand) Limited 81.9 0.0 81.9
Zealand
Norway Philip Morris Norway AS 65.8 0.0 65.8
Portugal Tabaqueira I, S.A. 1,372.8 0.0 1,372.8
Sweden Philip Morris Aktiebolag 294.0 14.8 308.8
Turkey Philip Morris Pazarlama ve Satis A.S. 1,154.5 0.0 1,154.5
Turkey gir;llileptiMorrls Seyahat Perakende Satis Anonim 338 0.0 33.8

Cluster Total

% of Total
Table 3.1 - GHG emissions overall results

3.2 Methodology

Total GHG emissions associated with entities in Markets Cluster 1, 1st January 2025 to 31st December 2025,
have been quantified according to GHG Protocol, Corporate Accounting and Reporting Standard, following the
operational control approach. This methodology was chosen as it represents best practice in terms of
organization carbon footprint inventory.

The types of greenhouse gases (GHG) included in the Kyoto Protocol to the United Nations Framework
Convention on Climate Change need to be reported under the GHG Protocol Corporate Standard and the
below listed were covered in the calculations:

e carbon dioxide (CO2),
¢ methane (CH4),
e nitrous oxide (N20).
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The inventory accounts for 100% of GHG emissions of business activities and operations in which PMI
affiliate(s) has direct operational control and the full authority to introduce and implement its operating policies
(excluding manufacturing and Swedish Match).

All scope 1 and 2 greenhouse gas emissions relevant to the system boundary are included and quantified, in
accordance with the GHG Protocol, Corporate Accounting and Reporting Standard, as confirmed by SGS
verification.

3.2.1 Scope 1

GHG emissions related to scope 1 come from direct emissions from sources owned or controlled by entities
within Markets Cluster 1. In PMI context, scope 1 emissions result from:

e Stationary combustion of:
Natural gas
LPG, propane and butane
Diesel — (fuel oil)
Heavy fuel oil
Petrol
o Biomass
e Mobile combustion of:
Petrol
Diesel
Biodiesel
Bioethanol
Natural gas (compressed)

O O O O

o O O O

In reporting year 2025, PMI affiliates incorporated fugitive emissions into the GHG inventory. Previously, these
emissions were included within the 3% overrate, as they were not reported separately.

This refinement does not alter the established boundaries or scope of the Carbon Neutrality process and
further enhances the transparency and accuracy of our reporting. The 3% overrate has not been altered
following this addition.

3.2.2 Scope 2

GHG emissions related to Scope 2 come from indirect emissions from the generation of purchased electricity,
steam, heat and cooling consumed by the entities in Markets Cluster 1. In PMI context, scope 2 emissions are
from the consumption of:

e Purchased electricity
e District steam
e District heating (inc. cooling)

10
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3.2.3 Scope 3

GHG emissions related to Scope 3 refers to all other indirect emissions as a consequence of the activities of
the entities within Markets Cluster 1 that occurs from sources not owned or controlled by these entities. These
emissions are out of scope of this declaration.

3.3 Data sources

Primary and secondary data has been used for the Carbon Quantification process. Primary data is used where
possible, only where primary data was not available, secondary data is used to quantify emissions.

While Scope 2 emissions for some PMI sites may be estimated, wherever possible emissions are reported
based on direct utilities consumption — invoice data. The consumption is then multiplied using the relevant
GHG Protocol coefficient to determine the emissions for that energy source.

Fuel consumption data for fleet vehicles are reported based on direct consumption. The total fuel consumption
is then multiplied using relevant DEFRA coefficients to determine the emissions.

Data sources (e.g., invoices) were reviewed by SGS through the inventory verification process.

3.4 Assumptions and estimations

Wherever possible primary data is used to determine our scope 1 and 2 emissions. In some cases, primary
data is not available. In these cases, the affected market estimates their consumption using the surface area
and average PMI consumption rates from the previous year for the relevant surface type (eg office or
warehouse). For retail space estimations, industry averages are used to estimate consumption where primary
data is not available.

In some markets where there are multiple legal entities, but data is captured at country level, then the
consumption is spread across the legal entities. In some cases, the split is well defined in the market (eg entity
one owns site A, entity 2 owns site B etc). In other cases, it is less obvious for the separation of emissions.
In these cases, the headcount associated with each entity is used to allocate emissions between legal entities.

A similar situation can arise with the fleet emissions. In countries with multiple legal entities, fleet emissions
are either allocated based on vehicle count in each entity or kilometers travelled by each entity.

In each case where the emissions are spread across legal entities using one of the methods described above,
the total emissions is not compromised for the market.

All data related to Philip Morris market declared greenhouse gas emissions has been reviewed by SGS through
the GHG inventory verification process.

3.5 Exclusions

Annex C outlines all the inclusions and exclusions for GHG emissions; to ensure the coverage of any potential
exclusions within the system boundary an additional 3% has been added to the cluster’s total carbon footprint
to ensure the carbon neutrality program covers 100% of the GHG emissions.

11
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3.6 Uncertainties

Generally, the use of secondary data throughout the assessment represents the major source of uncertainties
on results. Actions taken to minimize these uncertainties are described below and were reviewed by SGS.

e Secondary emissions factors: uncertainty associated to the use of secondary emission factors is
because they represent averages, rather than specific emissions. However, their use was appropriate,
and care has been taken to use the best available datasets (DEFRA and IEA).

e Primary activity data has been used where practical for fleet and office emissions.

Result of the uncertainty calculation is reported in Annex D.

3.7 Comparison with baseline year

2025 is the fourth year of reporting and verification for this Cluster.

2022 5,330.2 649.0 5,979.1

2023 4,731.1 593.2 5,324.3

2024 4,284.2 25.6 4,309.8

2025 (exc Fugitive) 4,131.9 21.8 4,153.7

% Reduction vs Baseline year 225 96.6 30.5
2025 (inc Fugitive) 4,151.4 21.8 4,173.2

Table 3.2 - Comparison with baseline year

4 Carbon Management Plan

The carbon reduction management plan considers a 3-year period (2023-2025) with the aim of reducing
emissions and/or emissions intensity.

This target will be monitored periodically (minimum annually) to check if the expected outcomes are aligned to
the actual results. To achieve the target a series of projects will be, or have been, implemented.

The following paragraphs explain in detail projects implemented in entities in Markets Cluster 1, that relate
related to office, warehouse, fleet and retail operations GHG emissions reductions.

12
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4.1 PMI global best practice

In 2025, 90.8% of PMI’s purchased electricity came from renewable sources. Since 2017, we are gradually
increasing the uptake of green electricity (as showed in below table) with the aim to reach 100% green
electricity purchased for all our affiliates by 2025. By investing in electricity generated by renewable sources,
PMI overall avoided the emissions of over 2.5 million tonnes of CO; equivalent between 2017 and 2025.

Purchased
electricity [MWh]

Electricity
purchased from
renewable
sources [MWh]

858,511 870,181 890,430 823,365 809,464 818,363 850,999 875,720 893,661 7,690,694

442,739 544,845 616,336 612,694 663,106 715,257 789,318 780,847 811,087 5,976,230

% Renewable 51.6 62.6 69.2 74.4 81.9 87.4 92.8 89.2 90.8 700

CO2 Scope 2
(GHG emissions)
- Market based [t
GHG]

CO2 Scope 2
(GHG emissions)
- Location based
[t GHG]
Difference
between
location based 197,261 246,281 288,004 293,530 297,097 315,994 342,992 343,546 337,285 2,661,989
and market
based

229,977 164,159 132,721 90,370 64,217 42,482 28,727 37,409 34,670 824,731

427,238 410,441 420,725 383,899 361,314 358,475 371,719 380,955 371,954 3,486,720

Table 4.1 - Avoided CO2 emissions due to green electricity increase

13
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4.2 Implemented GHG emissions reduction project repository in Markets Cluster 1

At PMI, emissions reduction project governance and budget approval come from two distinctive main streams;
one driven from central functions and another by the local team. Table 4.2 shows projects implemented or
under implementation in the last few years, evaluated in 2025 carbon footprint assessment.

Telematics implementation

To increase safe and eco driving
awareness and make safe and eco
driving a habit, telematic solutions have
been implemented. The plan is to cover
100% of working tool vehicles.

Global

Reduced emission vehicle limits
Reducing the maximum permissible
Global emissions levels of vehicles to ensure
our fleet has constant downward

pressure on our overall emissions. 2022 ?”d 1119
ongoing 2

Fleet electrification

Reviewing vehicle replacement options
with a view to moving to hybrid, plug in
hybrid and electric vehicles.

Global

Driving elearning training, "Fleet
Defense"

Drivers in the markets in scope have
been undergoing driver training, which is
expected to improve anticipatory driving,
thereby reducing fuel emissions.

Global

Market Scorecard Difficult to quantify, but a
Market comparison score card which . measure we believe is

; ] Since 2022 . ;
contains the requirement for them to important to raise awareness

have a CO2 reduction plan. and commitment in markets.

Global

Markets Renewable Electricity 2025 total 691
Cluster 1 savings

Table 4.2 - Implemented GHG emissions reduction projects

14
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4.3 Planned GHG emissions reduction initiatives in Markets Cluster 1

In order to achieve the above-mentioned target, PMI is committed to identifying and implementing carbon
saving projects until 31/12/2025. Table 4.3 shows main initiatives identified and estimated reduction for the
whole commitment period (2022-2025).

Note:

From 2025 our Scope 1 emissions contribute over 95% of Markets Cluster 1 scopes 1 and 2 emissions. Our

focus is therefore focused largely on our fleet emissions for the coming period.

Global

Telematics implementation
To increase safe and eco
driving awareness and make
safe and eco driving a habit,
telematic solutions have been
implemented. The plan is to
cover 100% of working tool
vehicles.

Ongoing

Global

Reduced emission vehicle
limits

Reducing the maximum
permissible emissions levels of
vehicles to ensure our fleet
has constant downward
pressure on our overall
emissions.

Ongoing

Global

Fleet electrification
Reviewing vehicle replacement
options with a view to moving
to hybrid, plug in hybrid and
electric vehicles.

Ongoing

Global

Driving elearning training,
"Fleet Defense"

Drivers in the markets in scope
have been undergoing driver
training, which is expected to
improve anticipatory driving,
thereby reducing fuel
emissions.

Ongoing

161

Table 4.3 - Planned GHG emissions reduction initiatives

Actual emissions reductions will be measured in terms of absolute emissions compared year on year.

15
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5 Carbon offset program

5.1 Offset program for the first application period

PMI has an offsetting program in place to support the carbon neutrality, based on quality criteria aligned with
the most applicable international standards and targeting social and economic benefits.

Carbon neutrality is achieved by reducing and compensating Greenhouse Gases (GHG) emissions through
supporting the development of sustainable climate solutions in developing countries. Compensation projects
bring social, environmental and economic benefits, which contribute to United Nations Sustainable
Development Goals (SDGs) and are labelled by independent carbon standards such as the VERRA Carbon
Standard (VCS)', Climate Community and Biodiversity Alliance (CCBA)?, Gold Standard?.

To compensate residual the rolling twelve months 2025 GHG emissions, PMI has selected a set of carbon
projects as described in table 5.1.

Credits were retired on 29 January 2026.

These projects are supported by publicly available project documentation on the GSF Registry
(goldstandard.org)*) and on https://registry.verra.org/. The registry system is the central storehouse of data
on all registered projects, and tracks the generation, retirement and cancellation of all credits. To register
with the program, projects must show that they have met all standards and methodological requirements.

5.2 Offsetting project(s)

Offsetting projects selected by Markets Cluster 1 for compensating the 2025 emissions are:

In Lao PDR, the surface water is plentiful but frequently it
is of very poor quality and not safe to drink especially in
rural areas. Around 30% of Lao population lacks access to
TerraClear a source of improved drinking water and are at risk of
Ceramic getting diarrhoea or other water borne diseases. Though, | https://registry.goldstand
Water Purifier | a significant fraction of Lao population treats water | ard.org/projects/details/3
Project in Lao | preferable by boiling using woody biomass, charcoal etcto | 23

PDR make the water safe for drinking. There is a significant
fraction of families even cannot afford firewood to boil
water, hence are forced to continue to drink unsafe water.
TerraClear is a social enterprise, registered as a private

' https://verra.org/

2 http://www.climate-standards.org/

3 https://www.goldstandard.org/

4 https://registry.goldstandard.org/projects?g=&page=1

16
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limited company under the Ministry of Industry and
Commerce. The enterprise is in the business of getting
clean water to more people in Laos by selling the Lao
Ceramic Water Purifier (CWP) to the population. CWP’s
help people access safe drinking water, especially in rural
areas, reduce time spent provisioning drinking water or
collecting wood, reduce costs for families, reduce child and
adult morbidity and mortality, improving attendance at
school and increased productivity. Ceramic Water Purifiers
provide for removal of microorganisms from water by
gravity filtration through porous ceramics, with a typical
flow rate at production of 1.5 - 3 litres per hour. Originally
TerraClear plans to sell over 100,000 CWP’s between
2012 and 2019 but this target seems a bit high as up to
mid-2018, the total sale is just about 58,000 filters. It is
estimated that by the end of its first crediting period (15th
July 2019), the total sale would be about 67,000 CWPs.
With the new target, CWPs will provide safe drinking water
for potentially more than 0.3 million people, and at the
same time reduce the demand for water treatment through
boiling water with non- renewable biomass. The CWP’s
have a useful life of 5 years or more provided proper care
and maintenance. The Lao Ceramic Water Purifiers are
manufactured locally in Laos and therefore contribute to
building a local industry and value added in Laos, as well
as creating much needed sustainable jobs and business
opportunities in rural areas. The project start date is
06/06/2012. With the assistance of carbon finance,
TerraClear can become a unique and on-going
sustainable enterprise capable of providing emissions-free
household water treatment options to rural households,
and thereby improve public health, household welfare and
economy, as well as contribute to reduced deforestation in
Lao PDR.

Table 5.1 - Offsetting Projects

17




DEMONSTRATION OF
CARBON NEUTRALITY

www.sgs.com/climatechange

PHILIP MORRIS %
INTERNATIONAL SGS

Offsetting retirements per legal entity for Markets Cluster 1 for compensating the 2025 emissions are as
follows:

TerraClear Ceramic Water Purifier

Project in Lao PDR Final requested
Legal Entity GS1-1-LA- GS1-1-LA- GS1-1-LA- offset value
GS2095-16- GS2095-16-  GS2095-16- [tCO2]
2017-18488- 2018-18489-  2019-20097-
4799-6516 18227-20419 707-1094
. Philip Morris
Australia (Australia) Limited 353 353
PHILIP MORRIS
: COSTA RICA,
Costa Rica SOCIEDAD 348 348
ANONIMA
Denmark Philip Morris ApS 99 99
. Philip Morris
Finland Finland Oy 47 47
PAPASTRATOS
CIGARETTES
Greece MANUFACTURING 309 309
COMPANY
SINGLE MEMBER
Philip Morris (New
New Zealand Zealand) Limited 82 82
Philip Morris
Norway Norway AS 66 66
Portugal Tabaqueira I, S.A. 415 958 1,373
Philip Morris
Sweden Aktiebolag 309 309
Philip Morris
Turkey Pazarlama ve Satis 926 228 1,154
A.S.
Philip Morris
Seyahat Perakende
Turkey Satis Anonim 34 34
Sirketi

TOTAL exc overrate

Overrate (3%)

TOTAL (roundup)
Table 5.2 - Markets Cluster 1 offsetting projects retirement allocations
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5.3 Amount of credits purchased

Credits have been purchased by PMI, for Markets Cluster 1, for the period covering 15t of January 2025 — 31st
December 2025.
The amount of credits purchased is 4,299 tonnes of CO- equivalent*, it is composed by two contributions:
i. 4,173.2 tonnes of CO:2 equivalent (scope 1 and 2), amount evaluated for the application period
ii. 125.2 tonnes of CO:2 equivalent, that represent the overrate of 3% of the whole carbon footprint to
cover all the exclusions (Annex C) and precludes underestimation.

* Note that rounding up to nearest ton increased the total to 4,299 tonnes of CO2 equivalent.

We can reasonably assume that the emissions from Markets Cluster 1 entities are covered by these credits.

Emissions are split as per the following between the following legal entities:

Total

Scope 2 Scope 1
o Scope 1 (market- and 2
el sl [tCO2e] based) (market-
[tCO2e] based)
[tCO2e]
Australia Philip Morris (Australia) Limited 353.0 0.0 353.0
: PHILIP MORRIS COSTA RICA,
Costa Rica SOCIEDAD ANONIMA 347.9 0.0 347.9
Denmark Philip Morris ApS 92.2 7.0 99.3
Finland Philip Morris Finland Oy 46.5 0.0 46.5
PAPASTRATOS CIGARETTES
Greece MANUFACTURING COMPANY SINGLE 308.9 0.0 308.9
MEMBER
New Zealand Philip Morris (New Zealand) Limited 81.9 0.0 81.9
Norway Philip Morris Norway AS 65.8 0.0 65.8
Portugal Tabaqueira I, S.A. 1,372.8 0.0 1,372.8
Sweden Philip Morris Aktiebolag 294.0 14.8 308.8
Philip Morris Pazarlama ve Satis A.S. 1,154.5 0.0 1,154.5
T k e . .
urkey Ph|||p_ Mor.rls Seyahat Perakende Satis 338 0.0 338
Anonim Sirketi

Cluster Total
% of Total

4,151.4
99.5

Cluster 3% Overrate [tCO2e] 124.5

Total CO2 to be Compensated (round up) [tCO2e] 4,276.0
Table 5.3 — Emissions to be offset by legal entity

The Gold Standard and VERRA guarantee that the offsets generated represent genuine, additional GHG
emission reductions. The projects are technically designed so as to enable the quantification of a specific
number of emissions reductions/removals the carbon credits expected from each farm/forest. The Gold
Standard and VERRA label also guarantee that the projects involved in delivering credits meet the criteria of
additionality, permanence, leakage and double counting.
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It also guarantees that the units were verified by an independent third-party and that the credits were only

issued after the emission reduction has taken place.
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The following certificates have been retired in accordance with Table 5.1 - Markets Cluster 1 offsetting
projects retirement allocations to offset unavoidable emissions, year 2025.

Originating project name: TerraClear Ceramic Water Purifier Project in Lao PDR
Quantity of retired credits: 1718

Unit Type: VER

Serial number: GS1-1-LA-GS2095-16-2017-18488-4799-6516
Retirement Date: 29 January, 2026

GS ID: GS2095

Country: Lao People's Democratic Republic

Climate?

Positive Action for Planet + People

We are delighted to confirm the retirement of
1718 Verified Emission Reductions (VERS)
by
Philip Morris Products S.A.

on 29/01/2026

These credits were retired on behalf of PMI Markets and Fleet Cluster 1.

Retired on behalf of the companies included in Markets and Fleet Cluster 1 as defined in the respective
carbon neutrality declaration, for offsetting outstanding emissions, year 2025

Project: TerraClear Ceramic Water Purifier Project in Lao PDR

These credits have been retired, saving 1718 tonnes of CO2 emissions
Jfrom being released into the atmosphere.
Thanh you for investing in a safer climate and more sustainable world.

Yiew retirement Gold Standard

Retirement certificates are hosted on the Gold Standard Impact Registry, view your certificate.

Gold Standard | Chemin de Balexert 7-9 1219 Chatelaine, International Environnment House 2, Switzerland | goldstandard.org. +41 22 788 70 80, help@goldstandard.org
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Originating project name: TerraClear Ceramic Water Purifier Project in Lao PDR
Quantity of retired credits: 2193

Unit Type: VER

Serial number: GS1-1-LA-GS2095-16-2018-18489-18227-20419
Retirement Date: 29 January, 2026

GS ID: GS2095

Country: Lao People's Democratic Republic

Climate?

Positive Action for Planet + People

We are delighted to confirm the retirement of
2193 Verified Emission Reductions (VERS)
by
Philip Morris Products S.A.

on 29/01/2026

These credits were retired on behalf of PMI Markets and Fleet Cluster 1.

R|etired on behalf of the companies included in Markets and Fleet Cluster 1 as defined in the respective
carbon neutrality declaration, for offsetting outstanding emissions, year 2025

Project: TerraClear Ceramic Water Purifier Project in Lao PDR

These credits have been retired, saving 2193 tonnes of CO2 emissions
from being released into the atmosphere.
Thank you for investing in a safer climate and more sustainable world.

Hew retiremant Gold Standard

Retirement certificates are hosted on the Gold Standard Impact Registry, view your certificate.

Gold Standard | Chemin de Balexert 7-9 1219 Chatelaine, International Environnment House 2, Switzerland | goldstandard.org, +41 22 788 70 80, help@goldstandard org
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Originating project name: TerraClear Ceramic Water Purifier Project in Lao PDR
Quantity of retired credits: 388

Unit Type: VER

Serial number: GS1-1-LA-GS2095-16-2019-20097-707-1094
Retirement Date: 29 January, 2026

GS ID: GS2095

Country: Lao People's Democratic Republic

Climate®

Positive Action for Planet + People

We are delighted to confirm the retirement of

388 Verified Emission Reductions (VERS)
by
Philip Morris Products S.A.

on 29/01/2026

These credits were retired on behalf of PMI Markets and Fleet Cluster 1.

Retired on behalf of the companies included in Markets and Fleet Cluster 1 as defined in the respective
carbon neutrality declaration, for offsetting outstanding emissions, year 2025

Project: TerraClear Ceramic Water Purifier Project in Lao PDR

These credits have been retired, saving 388 tonnes of CO2 emissions

Jrom being released into the atmosphere.
Thank you for investing in a safer climate and more sustainable world.

Mew retirement Gold Standard

Retirement certificates are hosted on the Gold Standard Impact Registry, view your certificate.

Gold Standard | Chemin de Balexert 7-9 1219 Chatelaine, International Environnment House 2, Switzerland | goldstandard.org, +41 22 788 70 80, help@goldstandard.org
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6 Annex A — Carbon Neutrality Verification Opinion

Verification Statement Number:

CCP267920C1.PMI.2025.2026.02.15

The Carbon Meutrality Declaration Report as presented, for the application period
0110112025 - 311272025 by:

Philip Moris Intemational Market Entities Cluster 1, as defined in the scope section of this apinion and
comprizing market related activities of

Philip Morris (Australia) Limited

Philip Morris Costa Rica 5.A

Philip Morris ApS

Philip Morris Finland Oy

Philip Mormis Gresce — Papastratos Cigarette Manufacturing Company, SA
Philip Morris (Mew Zealand) Limited

Philip Morris Morway AS

Philip Morris Portugal — Tabagqueira Il, SA

Philip Morris Aktiebolag

Philip Morriz Pazarama ve Sabg A.§ (Turkiye) and
Philip Morris Seyahat Perakende Safic Anonim Sirket

has been verifisd by SGS United Kingdom Limited as Carbon Newfral and in accordance with current
best practice for carbon newlrality caims as per the verification criteria detailed below.

Lead Asgessor: Liza Gibzon

Technical Reviewer: Andrew Collins

Authorized by

James McGurk
Managing Director
SGS United Kingdom Lid

Verfication Statement Date: 15 February 2028

This Statemeart is not valid withour T full verificagion Scope, objectives, crilefia and conclusion avaibbie on pages 210 4 of this
Satement

5G5S United Kingdom Lid Rossmore Business Park, Elesmere Port, Cheshire CHE5 3EN. Tel +44 (0)151 350 8360 Fax +24 (0)151 350 6600
Climate Change Programme ukcimatechange@sgs.com  www.sgs.com

! Member of 563 Group

Registensd In England Mo. 1133385 Registered OMce: Rossmore Busihess Park, Ellesmere Porl, Cheshire. CHES 3EN
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Schedule Accompanying Greenhouse Gas Verification Statement
CCP26TI20C1 PMIL2025.2026.02.15
Erief Descrption of Verification Process

SG5 has been confracted by Philip Morris International for the venfication of their Carbon Neutrality
Declaration Report for Market Entities Cluster 1, for the application period 01/01/2025 - 311212025

Roles and Responsibdities

The management of Philip Momiz Infernational (PMI) responsible for the organizaBon's GHG
information system, the development and maintenance of records and reporting procedures in
accordance with that system, including the calculation and determination of GHG emissions
information, determination of GHG emigsions reducfions, preparation of reports and purchaze and
retirement of appropriate carbon offesis.

Itis SG5' responsibility to express an independent opinion on the Carbon Neulrality Declaration as
provided by the client for the application pesiod.

SGS conducted a third-party verfication following the requirements of IS0 14084-3 2019 of the
provided carbon neutral dedlarafion report during the period September 2025 to February 2026. The
assesement was conducted via desk review. The verificaBon was based on the venrficaBon scope,
objectives and criteria as agreed between Philip Morris Intemational and SGS.

Verification Criteria:

. Determination of emissions and reduchons in accordance with the WRIWBCSD GHG
Protocol, Corporate Accounfing and Reporting Standard for the baseline year and
subsequent years.

. Transparent definition of the scope and boundary of actvities included within the subject
of the Carbon Neutral claim

. Establshment and Implementation of a Carbon footprint management plan tangeting
emissions reductions by defined actions

. Quanfifiable reducions in emissions have been achisved year on year based on aclions
taken as part of the Carbon footprint management plan

. Carbon Neutral declaration produced that provides sufficient detailed information for the:
claim, quantification methodadogy, scope, carbon management plan, reductions and
offzets to be fully fransparent.

. Offeeting of residual emizsions has been undertaken with carbon credits that:

- Have been verfied by an independent third-party werifier

- Have b=en refined or cancelled via an independent and credible registry

- Are onlyicsued after the reduction associated with the project has taken place
(ex-post)

- Represent genuine addiional reducfions elewhers

- Meet the criteria of permanence, leakage, additionality and permanence as
defined in the WRIWBCSD GHG Protocol for project accounting

- Are cupported by publicly available project documentation available on a
regisiry or equivalent thal provides detads of the offset project, the
quantification methodology and the validation and verfication procedures.

5G5S United Kingdom Lid Rossmore Business Park, Elesmere Port, Cheshire CHE5 3EN. Tel +44 (0)151 350 68688 Fax +44 (0)151 350 6600
Climate Change Programme ukcimatechange@sgs.com  wasisgs.com

! Member of 563 Group
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Objectives:

The purposs of the verfication exercize was, by review of objeclive evidencs, to independently review
and confimn:

- That the carbon neutrality declaration report and company actions conform fo the
specified verification criteria

- That the emissions data reported in the declarafion, including reductions, are accurate,
complete, consistent, transparent, and free of matenial error or omission and have been
determined in accordance with WRIWBCSD GHG Protocol, Corporate Accounting and
Reporting Standard

- That evidence is available to support information reported within the carbon neutrality
deciaration report including carbon offset purchases and retirements.

Lewel of Assurance
The level of assurance agneed is reasonable.

Scope
This engagement covers verification of

*  The organizational boundary was established following the operational control
consolidation approach for each of the manufactuning affiliates.

»  Title or descripion of activities: Emissions for manufacturing facdities, warehousing, offices
and operator-controlied flest.

* Scope i & 2 emissions only

+  Location/boundary of the activitiss: as per st below

*  The environmental nformation provided was based on 3 combination of historical data,
estimation methodologies and data extrapolation considersd representative of calendar
year 2025. Datais actual for January to September 2025 and estimated for October to
December 2025, with the exception of marksts emvironmental data which ks actual for
January to June 2025 and estimated for July to December 2025,

Intended user of the verification staternent: intermal, customers, general public

PMI affiliates included:

Philip Morris (Australia) Limited

Philip Moz Costa Rica S.A

Philip Moz ApS

Philip Morric Finland Oy

Philip Momis Greece — Papastratos Cigarette Manufacturing Company, SA
Philip Mormis (New Zealand) Limited

Philip Morric Norway AS

Philip Moz Portugal - Tabaguesra II, SA

Philip Morris Akbebolag

Philip Moris Pazadama ve Satg A5 (Tarkiye) and
Philip Momis Seyahat Perakende Safic Anonim Sirketl

Materiafty
The materiality required of the werification was considered by 5G5S to be below 5%,

We planned and performed our work to obtain the information, explanations, and evidenos that we
considensd necessary to provide a neasonable level of assurance that the CO. equivalent emissions
and carbon neutrality declaration report for the period 01/01/2025 - 311272025 are fairly stated.

SGS approach is rick-bazed, drawing on an understanding of the rcks aszociated with compiling and
reporfing GHG emizzion informafion and the controls in place fo mitigate these rigks. Our examination
included assecement, on a sample basis, of evidence relevant to fhe voluntary reporting of emission
information and carbon neutrality.

SGS United Kingdom Lid Rossmore Business Park, Ellesmere Port, Cheshire CHE5 3EM. Tel +44 (0)151 350 8358 Fax +44 (0)151 350 6600
Climate Change Programme ukclimatechange@sgs.com  wwa.sgs. com

! Member of 565 Group

Registerad in England No. 1193585 Registersd OMce: Rossmone Busness Pank, Elesmere Porl, Cheshire. CHSS 3EN
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Conclusion

Philip Morriz Interational provided their carbon neutrality dedaration report bazed on the criteria
outlined above. The carbon neutrality deciaration report for the applicaton pericd 01/0172025 -
INM22025 are verfied by SGS o a reasonable level of assurance, consistent with the agreed
verficalion scope, objectives and criteria.

SGS contludes with reazonable assurance that the presented carbon neutrality declaration report iz
materially comect and is a fair reprecentation of the CO: equivalent data and information and conforms
to the specified verification criteria.

Mote: This Opinion is issued, on behal of Client, by 555 United Kingdom Lid, Rossmaorne Business Pan, Inwarnd Way, Elesmens
Port, Cheshire, CHES 3EM (*SG57) under its Generl Conditions 3o GHG Validation and Verification Services. The findings
recarded hereon are based upon an audit perfomed by SGS5. This Opinion does not relieve Client from compliance with any
bylaws, federal, national, of regional acts and requiations or with any guidelines issued pursuant 1o such reguiations. Stpulatons
1o the conirary are not binding on 555 and SGS5 shal have no respons ity vis-3-vis parties other than its Client

7 Annex C — Scope 1, 2 and 3 emissions inclusion and exclusion

Included and excluded emission sources related to the subject(s) are presented below, together with
explanation for exclusions.

Emission - Inclusion S .
Description . Justification of Exclusion
source exclusion

Combustion of fuels in boilers and

Stationary furnaces for the generation of heat
. . Included -
combustion and steam, used for production
processes and heating of buildings
Mobile Transportation of employees and
combustion goods with cars under the affiliates’ = Included -
sources control.
Process Emissions occurring during the N/A
emissions production process (DIET)
Fugitive
ugl “./ Refrigerant gases losses Included As of 2025 reporting year
emissions
Electricity . -
. Generation of purchased electricity = Included -
consumption
Heat, steam Purchase of heat, steam or cold
and/or cold energy not produced at operation Included -
consumption site.
Scope 3 All other indirect emissions Excluded Out of scope
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Table 7.1 - Inclusions and exclusions

8 Annex D — Uncertainty calculation

Uncertainties around the quantification of the carbon footprint have been assessed throughout the assessment
following the guidelines released by ISO and available in the “GHG Protocol's Measurement and Estimation
Uncertainty of GHG Emissions tool” (supporting worksheet file “Uncertainty_Calculation_Tool”)5; since the
uncertainties are not known for all the parameters (activity data and emission factors), the IPCC Guideline for
National Greenhouse Inventories Reporting Instructions (1996) was used:

- Activity data: 7% (IPCC)

- Emission factor: 7% (IPCC)

All country information can be accessed in the below file attached:
it
3

2026 PMI Markets
Cluster 1 Uncertaint

Overall outcome of the uncertainty calculation (from attached file)

m—
Cuerail
Source description
| PG (Energu) (] 000 -7 a GHE! - 000 EXTT oo 000 0,00
132319995 - 9 GHEN - TEE00TE 750 AT oo 738 5439
teselor Fi (Enetan (] 2262081 E 2 GHGH o 15109 161 EXTT o 0% 003
[ F uel oll- H- [Enerqu) [FJ] 0.0 o Q GHGN o [ () AT o () 0,00
[ Herd Coal [Energy) [#4] 000 T kg GHGI] T 000 000 ra8% i0od 000 000
] 000 7 a GHGN s 000 000 EXTT oo 000 0.00
000 - 9 GHEN - 000 T oo 000 000
istrist 3264080 E - GHGH i 2130655 2181 EXTTH 0o 2% 455
i [} A a GHGN 1] 5233547 T EAE aor 0 [FED +I-8.1% Good
24T kW o £ GO/ ki - 000 000 EXTT o 000 000
000 W s T [ T T o 000 0,00
1 170330347 P gCo2r - 353168928 353158 Xt oo 31365 122.25445
= ] 19230532 T acoer - 430,407.5¢ 43041 EXT 0o 435 23530
T o aCoer " 000 EETA oo 000 000
1 000 o acoer - 000 000 EXTH o 000 000
ehicles Natural Gas Cansumption [L 000 o acoar s 000 () EETT oo 000 000
B o us unceresine: are sty e S W e o the oo e ot v Sum COz emizzionz (M), EXTZRITN] EXTER]

Table 8.1 - Uncertainty calculations

5 https://ghgprotocol.org/calculation-tools
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Uncertainties due to emission Factors and Activity Data

1 2 3 4 5
Gas Source category Emission factor Activity data Overall uncertainty
CO, Energy 7% 7% 10%
CO, Industrial Processes 7% 7% 10%
CO; Land Use Change and Forrestry 33% 50% 60%
CHy4 Biomass Bumning 50% 50% 100%
CHs Oil and Nat. Gas Activities 55% 20% 60%
CHy Rice cultivation % % 1
CH, Waste % % 1
CHy Animals 25% 10% 20%
CH, Animal waste 20% 10% 20%
No0 Industrial Processes 35% 35% 50%
N0 Agricultural Soils 2 orders of magnitude
N20 Biomass Buming 100%

Note: Individual uncertainties that appear to be greater than + 60% are not show n. Instead judgement as to the relative

importance of emissions factor and activity data uncertainties are show n as fractions w hich sumto one

Source: Revised 1996 IPCC Guidelines for National Greenhouse Gas Inventories: Reporting Instructions

Table 8.2 - IPCC uncertainty data

END OF THE DOCUMENT
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