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2022 Financial Highlights

Adjusted Adjusted
Adjusted Operating Operating
Net Revenues Income Income Margin

+77% | +62% | -0.6pp

vs. 20212 vs. 20212 vs. 20212
Adjusted Operating Annualized
Diluted EPS Cash Flow Dividend
Y, 0.8 08
+11.9% 10. 5.

Since becoming a

public company in 2008,

PMI has increased its regular
quarterly dividend by

1761%

representing a compound
annual growth rate of

1.5%

vs. 20213 Billion Per Share*
2022 Smoke-Free Highlights
Total Market Share PMIHTUs HTU Smoke-Free Product®
IQOS Users® of PMIHTUs® Shipment Volume Net Revenues
in IQOS Markets® # 2

Zﬁo? 8.0%

Tobacco “Brand”
in IQOS Markets®

109.2

Billion Units

321%

of Total

“We continue to make exciting progress on our smoke-free transformation, with smoke-free products

accounting for almost one-third of PMI’s total net revenues in 2022.”

— Jacek Olczak, Chief Executive Officer

Smoke-Free Product Portfolio’

IQOS 3 IQOS ILUMA BONDS VEEV General
(Snus)

ZYN
(Nicotine Pouch)

O Excluding Russia and Ukraine. See page G-1for further discussion.

@ On an organic basis. See page G-1for definition.

 On a currency-neutral basis.

“ Annualized rate based on a quarterly dividend of $1.27 per common share, declared September 14, 2022.
© See page G-1for definition.

© Excluding the USS.

) Select smoke-free products.




Dear Shareholder,

In 2022, PMI delivered an excellent performance despite a
challenging operating environment linked to the war in Ukraine,
significant supply chain disruptions and global inflationary
pressures. This performance reflected the continued strong growth
of IQOS — enhanced by the roll-out of ILUMA in initial launch
markets — and positive momentum for the combustible business.

We also reached two critical strategic milestones last year: the
finalization of an agreement to take full control of /IQOS in the US.
as of April 30, 2024, and the successful completion of the Swedish
Match acquisition. These developments will accelerate our smoke-
free journey and further position PMI to lead the transformation of
the wider industry, including in the U.S.

The company’s achievements in 2022 were the product of
the collective skills, drive, and innovative thinking of the entire
organization. We salute our nearly 80,000 employees globally and
thank them for another year of their dedication and hard work.

2022 vs. 2021 Results

Total international industry' volume for cigarettes and heated
tobacco units (HTUs) increased by 0.2%. Excluding Russia and
Ukraine, total international industry volume increased by 0.9%,
driven by volume recoveries in many markets as the lingering
effects of the pandemic dissipated.

Total cigarette and HTU shipment volume increased by 1.6%, to
7311 billion units, representing a second consecutive year of volume
growth for PMI. Excluding Russia and Ukraine, total shipment
volume increased by 3.2%, driven by a 21.5% increase in HTUs and a
0.8% increase in cigarettes.

Total cigarette and HTU market share increased by 0.4
percentage points, to 27.6% of the international market. Excluding
Russia and Ukraine, total international share increased by 0.6
percentage points, to 27.3%, driven by the strong performance
of our HTU brands (also up by 0.6 percentage points) and stable
share for cigarettes.

Net revenues of $31.8 billion increased by 11%. Excluding Russia
and Ukraine, adjusted net revenues increased by 7.7% on an organic
basis, driven primarily by HTU shipment volume growth and a
corresponding positive product mix impact, as well as favorable
combustible tobacco pricing.

Operating income (Ol) of $12.2 billion decreased by 5.6%.
Excluding Russia and Ukraine, adjusted Ol increased by 6.2% on an
organic basis, driven by adjusted net revenue growth, partly offset
by a contraction in adjusted operating margin of 0.6 percentage
points on the same basis. The margin decline was mainly due to
inflationary pressures on cost of sales, transitory cost impacts
related to the roll-out of ILUMA, and higher air freight costs due to
supply chain disruptions, less the favorable impact of productivities
and cost efficiencies.

Diluted EPS of $5.81 decreased by 0.3%. Excluding Russia and
Ukraine, adjusted diluted EPS of $5.34 increased by 11.9% excluding
currency.

Operating cash flow of $10.8 billion decreased by 9.7%. On a
currency-neutral basis, operating cash flow increased by 3.0%,
driven primarily by higher net earnings.

In September, the Board of Directors approved a 1.6% increase
in the quarterly dividend, to an annualized rate of $5.08 per share.
This represented the fifteenth consecutive year in which we
increased our dividend since becoming a public company in 2008.

War in Ukraine
The war in Ukraine has presented a number of unprecedented
challenges for the company, and our focus has naturally been on
supporting our employees and their families who are impacted.
Our business in Ukraine was heavily disrupted last year. We
suspended production at our manufacturing facility in Kharkiv,
which was supplying both the domestic market and a number of
important export markets. Following an initial suspension of our
broader commercial activities in the market, we subsequently
resumed some retail activities, where safety allowed, and began to
supply the market from production centers outside Ukraine, as well
as through a local contract manufacturing arrangement.

Jacek Olczak,
Chief Executive Officer

André Calantzopoulos,
Executive Chairman of the Board

In Russia, we took a range of concrete steps in 2022 to suspend
planned investments and scale down manufacturing operations.
PMlis continuously assessing the evolving situation in Russia,
including: recent regulatory constraints in the market that entail
very complex terms and conditions that must be met for any
divestment transaction to be granted approval by the authorities;
and restrictions resulting from international regulations.

Delivering a Smoke-Free Future

In 2022, our smoke-free portfolio accounted for 32.1% of total

net revenues, with 17 markets generating more than 50% of their
total net revenues from smoke-free products. As of year-end, our
smoke-free products were available in 73 markets, of which 30 are
classified as low- and middle-income markets.

IQOS continues to drive the strong growth of our smoke-free
product portfolio. The estimated number of total IQOS users
increased by 3.2 million in 2022 to reach 24.9 million as of year-end,
with an estimated 17.8 million of these users — or around 71% —
having switched to IQOS and stopped smoking. This performance
reflected /IQOS user growth across key geographies, including the
EU Region, Japan, and low- and middle-income markets broadly.

ILUMA generated excellent growth in its initial launch markets
in 2022, with upgrades from existing IQOS users and new-user
acquisition outperforming our expectations. The acceleration in
heat-not-burn category growth in the diverse launch geographies
highlights its exciting future growth opportunity across the world.
While the speed of ILUMA market launches was impacted by
supply constraints for its HTU consumables, the product was
available in 16 markets as of year-end, including Italy and Korea.

To complement IQOS, PMI continues to invest in a broader
range of innovative and high-quality heat-not-burn alternatives
across multiple price tiers. This includes licensed lil products, which
were available in over 30 markets as of year-end and are delivering
high levels of adult smoker conversion while successfully competing
in lower price segments. In January 2023, we extended our
successful commercial relationship with KT&G through a long-term
agreement.

Additionally, in the fourth quarter, PMl introduced BONDS by
IQOS - our new proprietary heat-not-burn device with external
heating technology — through pilot launches in Colombia and
the Philippines. The product, with its BLENDS consumables, is
tailored to low- and middle-income markets, and offers a simple,
convenient, and affordable heat-not-burn proposition, which can
cater to local taste preferences without compromising on harm
reduction.

In e-vapor, we complemented our VEEV closed-system products
with a range of disposable products under the VEEBA brand, based
on licensed technology. As of year-end, VEEBA was available in
four markets, including Canada and the UK. The launches were
supported by responsible marketing practices, a rigorous focus on
preventing unintended use, and a sustainability take-back program.

Last year will be remembered for the achievement of two
major milestones in our smoke-free journey that unlock significant

() References to “international industry” and the “international market” exclude China and the US.




new growth opportunities. First, following an agreement with our
existing U.S. partner for heat-not-burn products, PMI will have the
full rights to commercialize IQOS in the U.S. - the world’s largest
total nicotine market (and largest smoke-free market) by value,
with an estimated industry profit pool of around $20 billion — as of
April 30, 2024.

Second, the acquisition of Swedish Match positions us as the
clear multicategory leader globally for smoke-free products, with
IQOS and ZYN the leading brands in their respective categories.
Swedish Match also provides a substantial operating platform in
the U.S, which we intend to leverage for the commercialization
of IQOS, while we harness PMI’s international capabilities for the
expansion of Swedish Match’s oral nicotine brands. Please see the
inside back cover of this report for additional information related
to the acquisition.

Smoke-Free Product Regulation

The regulatory environment for smoke-free products remains
complex, as many tobacco-control advocates, non-governmental
organizations and the World Health Organization continue to
radicalize the discourse around such products. Nevertheless, we
remain at the forefront of the debate, aiming to increase category
understanding and advance Tobacco Harm Reduction (THR)
among regulators and consumers.

Importantly, there have been a number of encouraging
international developments related to smoke-free product
regulation over the past year. Most notably, the government in the
Philippines passed a new law clearly differentiating combustible
and non-combustible tobacco products.

There were also a few negative regulatory developments, most
notably the European Union's ban on the use of characterizing
flavors in heated tobacco products (effective later this year),
which was formulaic under existing regulation resulting from HTU
sales reaching a predefined threshold.

Combustible Tobacco Product Portfolio

Maintaining our competitive position in the combustible tobacco
category as we transition to a smoke-free future is critical, as

it best positions us to significantly accelerate our smoke-free
journey.

Our combustible tobacco business delivered a very robust
performance in 2022, with 0.8% growth in our cigarette shipment
volume, a 0.3 percentage point increase in cigarette category share
and 3.7% growth in organic net revenues (all metrics exclude Russia
and Ukraine).

In 2022, we celebrated Marlboro's 50th anniversary as the
world’s leading cigarette brand. Marlboro remains extremely
resilient despite the recent pressure on disposable income in many
markets, as well as its over-indexing to IQOS cannibalization.

The brand’s share of the international cigarette category in 2022
reached 10.3%, up by 0.2 percentage points, excluding Russia and
Ukraine.

Organization

There were a number of important organizational developments
at PMIin 2022. Following our establishment of a new category
management structure in 2021, we designed and implemented
accountabilities and decision-rights, overall governance, and
change management. This has positioned our organization to
become more focused — seamlessly delivering on what matters, at
the right speed, quality, and cost — and ensures greater end-to-end
accountability from development to deployment.

In addition, as announced late last year, we are realigning our
regional structure and operations with existing and emerging
business opportunities, resulting in a reduction to four regions
(from six). This will further position the company for success, with
regions organized by similarity of consumer needs, opportunities
for growth, and geographic proximity.

The new structure will better position us to further grow and
build our leadership in smoke-free products across the globe.
Additionally, it will boost our speed of innovation and deployment
as we become a multicategory business. It will also enhance our
ability to identify and grow talent, deepening the bench of leaders
who will spearhead PMI’s smoke-free future for years to come.

In 2022 we also continued to build the development engine
of our new wellness and healthcare business with the creation

of Vectura Fertin Pharma. The new company combines the
capabilities of Vectura, Fertin Pharma and PMI with the aim of
delivering innovative, best- or first-in-class inhalable and orall
products that can have a net positive impact on society.

Sustainability

Progress against our sustainability strategies continues apace as
we seek to tackle the impacts of both (i) our products (what we
produce) and (ii) our operations (how we produce). Below are some
of our 2022 sustainability highlights.

From a product perspective, we continued to: make progress
towards our transformation, focus on ensuring that our products
do not reach unintended audiences, and put in place youth access
prevention safeguards in our direct and indirect retail channels.
We also made progress in implementing end-of-life take-back
programs for our smoke-free devices and consumables, while also
increasing our repair capabilities.

With regard to our operations, we published a strengthened
Commitment to Human Rights and completed our sixth and
seventh human rights impact assessments, in Brazil and Malaysia.
In addition, we were recognized by CDP with a Triple A score
for climate, forest, and water security for the third consecutive
year and had 13 PMI factories certified as carbon neutral. We will
continue to focus on areas where we faced challenges in 2022,
including reducing our scope 3 greenhouse gas emissions and
improving our gender balance in senior roles.

To further strengthen our commitment to sustainability, last
year we introduced a new bespoke Sustainability Index comprised
of 19 KPlIs across our most material sustainability issues, weighted
toward product health impact. The index, which provides additional
transparency on how we define success and measure ESG
performance, has been integrated into our long-term executive
compensation to further align management incentives with our
smoke-free transformation.

For more information on PM/’s sustainability progress and
ambitions, we invite you to read our 2022 Integrated Report, which
we plan to publish in the coming weeks.

Board of Directors

In January 2023, Lucio A. Noto informed the Board that he would
not stand for re-election this year. On behalf of the entire organi-
zation, we would like to thank Lou for his invaluable contributions
to the company throughout his 15 years as a Director of PMI since
the company’s spin-off in 2008, including his service as Interim
Chairman, Lead Independent Director and Chair of the Audit
Committee. We also sincerely thank Frederik Paulsen, who joined
the Board in 2014 and will also not stand for re-election this year,
for his valued contributions to the company as a Director and Chair
of the Product Innovation and Regulatory Affairs Committee.

Looking Ahead

Last year brought new and unexpected challenges for the world
and PM, including those related to the war in Ukraine. In response,
we believe the organization demonstrated enormous solidarity,
agility, resilience and learning ability. Our people spared no effort
to deliver excellent business performance, while achieving major
milestones in the company’s smoke-free transformation.

We are confident in our strong position as the global smoke-free
champion and our ability to lead the industry’s transformation. Our
smoke-free portfolio now includes the world’s leading heat-not-
burn brand, IQOS, and the world’s leading nicotine pouch franchise,
ZYN. We have a rich pipeline of smoke-free innovation, as well as
the foundation in place to drive further growth in wellness and
healthcare over the long term. We are excited to continue our
journey toward a smoke-free future and firmly believe that we are
well positioned to achieve our bold smoke-free ambitions.

et A=

Jacek Olczak,
Chief Executive Officer

André Calantzopoulos,
Executive Chairman of the Board

March 10, 2023




Board of Directors

André Calantzopoulos3#¢
Executive Chairman

of the Board

Director since 2013

Bonin Bough 3¢
Founder & Chief
Growth Officer,
Digilience LLC dba
Bonin Ventures
Director since 2021

Michel Combes'3*
Executive Vice President,
Claure Group LLP
Director since 2020

Dr. Juan José Daboub 245¢
Chairman, President

and CEQ, Daboub
Partnership of Arcis, LLC
Director since 2021

Werner Geissler %3
Operating Partner,
Advent International
Director since 2015

Lisa A. Hook 3¢
Managing Partner,

Two Island Partners LLC
Director since 2018

Jun Makihara %34
Retired Businessman
Director since 2014

Kalpana Morparia 4>¢
Founder & Managing
Partner, KalMor
Advisors LLP

Director since 2011

Lucio A. Noto 123456
Lead Independent
Director of the Board
Managing Partner,
Midstream Partners, LLC
Director since 2008

Jacek Olczak34¢
Chief Executive Officer
Director since 2021

Company Management

Jacek Olczak'™
Chief Executive Officer

Massimo Andolina'®
President,
Europe Region

Emmanuel Babeau'
Chief Financial Officer

Werner Barth'!
President, Combustibles
Category & Global
Combustibles Marketing

Charles Bendotti
Global Head,
People & Culture

Badrul Chowdhury
Chief Life Sciences Officer

Scott Coutts
Senior Vice President,
Operations

Lars Dahlgren'
President, Smoke-Free
Oral Products &

CEO Swedish Match

Frank de Rooij
Vice President,
Treasury & Corporate Finance

Frederic de Wilde'
President, SSEA, CIS &
MEA Region

Reginaldo Dobrowolski'"
Vice President & Controller

Suzanne R. Folsom'!
Senior Vice President &
General Counsel

Jorge Insuasty
President,
Vectura Fertin Pharma

Frederik Paulsen ¢
Chairman,

Ferring Group
Director since 2014

Robert B. Polet23*
Chairman,

Rituals Cosmetics
Enterprise BV.
Chairman, Arica
Holding BV.
Chairman, SFMS BV.
Director since 2011

Dessislava Temperley 34
Former Group CFO and
Executive Board Member
of Beiersdorf AG
Director since 2021

Shlomo Yanai®>®
Chairman,
Lumenis Ltd.
Director since 2021

Stacey Kennedy'"
President, Americas Region &
CEO of PMI's US. Business

Michael Kunst
Chief Strategy Officer,
Vectura Fertin Pharma

Andreas Kurali
Deputy CFO & Head of
Finance Transformation

Bin Li
Chief Product Officer

Marco Mariotti
President, CIS,
Central Asia & Israel

Mario Masseroli
President,
Latin America Region

Board and Committee
Leadership
"Member of Audit Committee,
Lucio A. Noto, Chair
2Member of Compensation and
Leadership Development
Committee,
Werner Geissler, Chair
3Member of Consumer
Relationships and Regulation
Committee,
Lisa A. Hook, Chair
4Member of Finance
Committee,
Jun Makihara, Chair
>Member of Nominating and
Corporate Governance
Committee,
Kalpana Morparia, Chair
¢Member of Product Innovation
and Regulatory Affairs
Committee,
Frederik Paulsen, Chair

Silke Muenster
Chief Diversity Officer

Paul Riley'
President, East Asia, Australia,
and PMI Duty Free Region

Marian Salzman
Senior Vice President,
Global Communications

Grégoire Verdeaux
Senior Vice President,
External Affairs

Michael Voegele
Chief Digital &
Information Officer

Stefano Volpetti'
President, Smoke-Free
Inhaled Products &
Chief Consumer Officer

T Not standing for re-election at the Annual Meeting of Shareholders on May 3, 2023.
T Executive Officer
Note: SSEA, CIS & MEA are acronyms for South and South East Asia, Commonwealth of Independent States & Middle East and Africa.




Shareholder Information

Mailing Addresses

Headquarters

Philip Morris International Inc.
677 Washington Blvd.

Ste. 1100

Stamford, CT 06901

USA

www.pmi.com

Operations Center
Philip Morris Products S.A.
Avenue de Rhodanie 50
1007 Lausanne
Switzerland
www.pmi.com

Independent Auditors
PricewaterhouseCoopers SA
Avenue C.F. Ramuz 45

1001 Lausanne

Switzerland

Transfer Agent and Registrar
Computershare Trust Company, N.A.
PO. Box 43078

Providence, Rl 02940-3078

USA

2023 Virtual Annual

Meeting of Shareholders

The Philip Morris International Inc.
Annual Meeting of Shareholders

will be held solely online via a live
webcast on Wednesday, May 3, 2023,
at 9:00 a.m. Eastern Daylight Time.
For further information, call toll-free:
1-866-713-8075

Shareholder Publications

Philip Morris International Inc. makes

a variety of publications and reports
publicly available. These include the
Annual Report, news releases and other
publications. For copies, please visit:
www.pmi.com/investors

Philip Morris International Inc. makes
available free of charge its filings
(including proxy statements and Reports
on Forms 10-K, 10-Q and 8-K) with the

U.S. Securities and Exchange Commission.

For copies, please visit:
www.pmi.com/SECfilings

If you do not have Internet access, you
may call our Shareholder Publications
Center toll-free: 1-866-713-8075

Shareholder Response Center
Computershare Trust Company, N.A,,

our transfer agent, will answer questions
about your accounts, certificates,
dividends or the Direct Stock Purchase
and Dividend Reinvestment Plan. U.S. and
Canadian shareholders may call toll-free:
1-877-745-9350

From outside the U.S. or Canada,
shareholders may call:

1-781-575-4310

Postal address:

Computershare Trust Company, N.A.

PO. Box 43078

Providence, RI 02940-3078

USA

E-mail address:
pmi@computershare.com

Direct Stock Purchase and

Dividend Reinvestment Plan

Philip Morris International Inc. offers

a Direct Stock Purchase and Dividend
Reinvestment Plan, administered by
Computershare. For more information, or
to purchase shares directly through the
Plan, please contact Computershare.

Trademarks

Trademarks and service marks in this
report are the registered property of, or
licensed by, the subsidiaries of Philip Morris
International Inc. and are italicized or
shown in their logo form.

Stock Exchange Listings

Philip Morris International Inc. is listed
on the New York Stock Exchange (ticker
symbol “PM”) and on the SIX Swiss
Exchange (ticker symbol “PMI”).

Internet Access Helps Reduce Costs
As a convenience to shareholders and an
important cost-reduction measure, you
can register to receive future shareholder
materials (e.g., Annual Report and proxy
statement) via the Internet. Shareholders
also can vote their proxies via the Internet.
For complete instructions, please visit:
www.pmi.com/investors

To eliminate duplicate mailings, please
contact Computershare (if you are a
registered shareholder) or your broker
(if you hold your stock through a
brokerage firm).

Additional Information

Information on our website is not, and shall
not be deemed to be, a part of this report
or incorporated into any filings we make
with the SEC.

PMI Investor Relations Mobile App

Our Investor Relations mobile application provides users with easy, dynamic and
comprehensive access to the company’s Investor Relations information, such as stock
quotes, press releases, SEC filings, investor materials, and live and archived webcast
playback of earnings calls and investor presentations. The free mobile application is
available to download from the Apple App Store for iOS devices and Google Play for

Android devices.

Android

Philip Morris International: Delivering a Smoke-Free Future
Philip Morris International (PMI) is a leading international tobacco company working to deliver a smoke-free future and evolving its
portfolio for the long term to include products outside of the tobacco and nicotine sector. The company’s current product portfolio
primarily consists of cigarettes and smoke-free products. Since 2008, PMI has invested more than USD 10.5 billion to develop,
scientifically substantiate and commercialize innovative smoke-free products for adults who would otherwise continue to smoke, with
the goal of completely ending the sale of cigarettes. This includes the building of world-class scientific assessment capabilities, notably

in the areas of pre-clinical systems toxicology, clinical and behavioral research, as well as post-market studies. In November 2022, PMI
acquired Swedish Match — a leader in oral nicotine delivery — creating a global smoke-free champion led by the companies’ IQOS and
ZYN brands. The U.S. Food and Drug Administration (FDA) has authorized versions of PMI's IQOS Platform 1 devices and consumables
and Swedish Match’s General snus as Modified Risk Tobacco Products (MRTPs). As of December 31, 2022, PMI's smoke-free products

were available for sale in 73 markets, and PMI estimates that approximately 17.8 million adults around the world had already switched wwwfsc.org
to IQOS and stopped smoking. Smoke-free products accounted for approximately 32% of PMI's total full-year 2022 net revenues. With MIX
a strong foundation and significant expertise in life sciences, PMI announced in February 2021 its ambition to expand into wellness Paper from

and healthcare areas and, through its Vectura Fertin Pharma subsidiary, aims to enhance life through the delivery of seamless health

experiences. For more information, please visit www.pmi.com and www.pmiscience.com.

responsible sources

FSC® C103568
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PART I

Item 1. Business.

General Development of Business
General

Philip Morris International Inc. is a Virginia holding company incorporated in 1987. We are a leading international tobacco company
working to deliver a smoke-free future and to evolve our portfolio for the long term to include products outside of the tobacco and
nicotine sector. Our current product portfolio primarily consists of cigarettes and smoke-free products, which include heat-not-burn,
vapor, and oral nicotine products. Since 2008, we have invested more than $10.5 billion to develop, scientifically substantiate and
commercialize innovative smoke-free products for adults who would otherwise continue to smoke, with the goal of completely ending
the sale of cigarettes. This investment includes the building of world-class scientific assessment capabilities, notably in the areas of
pre-clinical systems toxicology, clinical and behavioral research, as well as post-market studies. In November 2022, we acquired
Swedish Match AB ("Swedish Match") — a leader in oral nicotine delivery — creating a global smoke-free combination led by the
companies’ /QOS and ZYN brands. The U.S. Food and Drug Administration ("FDA") has authorized versions of our /QOS Platform 1
devices and consumables, and Swedish Match's General snus, as Modified Risk Tobacco Products ("MRTPs"). We describe the
MRTP orders in more detail in the "Business Environment" section of Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations.

In March 2008, we became a U.S. public company listed on the New York Stock Exchange and subject to the rules of the Securities
and Exchange Commission (the "SEC").

In 2021, we laid the foundation for our long-term growth ambitions beyond nicotine in wellness and healthcare, including the
milestone acquisitions of Vectura Group PLC and Fertin Pharma A/S, which provide essential capabilities for future product
development. Now, through our Vectura Fertin Pharma subsidiary, with a strong foundation and significant expertise in life sciences,
we aim to expand into wellness and healthcare areas.

In the fourth quarter of 2022, we acquired Swedish Match, a market leader in oral nicotine delivery with a significant presence in the
United States market. The Swedish Match acquisition is a key milestone in PMI’s transformation to becoming a smoke-free company.
PMI consolidated statements of earnings for the year ended December 31, 2022, include the results of operations of Swedish Match
from November 11, 2022 (acquisition date) to December 31, 2022. The operating results of Swedish Match are included in a separate
segment.

In the fourth quarter of 2022, we also completed an agreement with Altria Group, Inc. to end our commercial relationship in the U.S.
covering /QOS as of April 30, 2024. Thereafter, PMI will have the full rights to commercialize /QOS in the U.S.

For further details of our 2021 and 2022 acquisitions, see Item 8, Note 3. Acquisitions and Note 13. Segment Reporting.

Smoke-free products ("SFPs") is the term we primarily use to refer to all of our products that are not combustible tobacco products,
such as heat-not-burn, e-vapor, and oral nicotine. In addition, SFPs include wellness and healthcare products, as well as consumer
accessories such as lighters and matches.

Reduced-risk products ("RRPs") is the term we use to refer to products that present, are likely to present, or have the potential to
present less risk of harm to smokers who switch to these products versus continuing to smoke. We have a range of RRPs in various
stages of development, scientific assessment and commercialization. Our RRPs are smoke-free products that contain and/or generate
far lower quantities of harmful and potentially harmful constituents than found in cigarette smoke.

Our /QOS smoke-free product brand portfolio includes heated tobacco and nicotine-containing vapor products. Our leading smoke-
free platform ("Platform 1") uses a precisely controlled heating device into which a specially designed and proprietary tobacco unit is
inserted and heated to generate an acrosol. Heated tobacco units ("HTU") is the term we use to refer to heated tobacco consumables,
which include our BLENDS, HEETS, HEETS Creations, HEETS Dimensions, HEETS Marlboro and HEETS FROM MARLBORO
(defined collectively as "HEETS"), Marlboro Dimensions, Marlboro HeatSticks, Parliament HeatSticks, SENTIA and TEREA, as well
as the KT&G-licensed brands, Fiit and Miix (outside of South Korea). Platform 1 was first introduced in Nagoya, Japan, in 2014. As
of December 31, 2022, our smoke-free products were available for sale in 73 markets.

Swedish Match already has a leading nicotine pouch franchise in the U.S. under the ZYN brand name. The Swedish Match product
portfolio is complementary to our existing portfolio, permitting us to bring together a leading oral nicotine product with the leading



heat-not-burn product. By joining forces with Swedish Match, we expect to accelerate the achievement of our joint smoke-free
ambitions, switching more adults who would otherwise continue to smoke to better alternatives faster than either company could
achieve separately.

Our cigarettes are sold in approximately 175 markets, and in many of these markets they hold the number one or number two market
share position. We have a wide range of premium, mid-price and low-price brands. Our portfolio comprises both international and
local brands and is led by Marlboro, the world’s best-selling international cigarette, which accounted for approximately 39% of our
total 2022 cigarette shipment volume. Marlboro is complemented in the premium-price category by Parliament. Our other leading
international cigarette brands are Chesterfield, L&M, and Philip Morris. These five international cigarette brands contributed
approximately 77% of our cigarette shipment volume in 2022. We also own a number of important local cigarette brands, such as Dji
Sam Soe and Sampoerna A in Indonesia, and Fortune and Jackpot in the Philippines.

Source of Funds — Dividends

We are a legal entity separate and distinct from our direct and indirect subsidiaries. Accordingly, our right, and thus the right of our
creditors and stockholders, to participate in any distribution of the assets or earnings of any subsidiary is subject to the prior rights of
creditors of such subsidiary, except to the extent that claims of our company itself as a creditor may be recognized. As a holding
company, our principal sources of funds, including funds to make payment on our debt securities, are from the receipt of dividends
and repayment of debt from our subsidiaries. Our principal wholly owned and majority-owned subsidiaries currently are not limited by
long-term debt or other agreements in their ability to pay cash dividends or to make other distributions that are otherwise compliant
with law.

Description of Business

As of December 31, 2022, we managed our business in six geographical segments, a Swedish Match segment and a Wellness and
Healthcare segment:

e The European Union Region (“EU”) is headquartered in Lausanne, Switzerland, and covers all the European Union countries
and also Switzerland, Norway, Iceland and the United Kingdom;

*  The Eastern Europe Region (“EE”