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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. If provided with any information affecting the validity of the following statements,
this document will be updated accordingly to reflect the affiliate(s) current status towards carbon neutrality.

This is the first declaration of achievement of carbon neutrality for the following list of markets that will be
collectively refered to as “Markets Cluster 3” in this document:

Armenia Philip Morris Armenia Limited Liability Company
Georgia Limited Liability Company Philip Morris Georgia
Israel Philip Morris Ltd

Kazakhstan PHILIP MORRIS KAZAKHSTAN LLP

Pakistan Philip Morris (Pakistan) Limited

Table 1.1 - Market Legal Entities

Carbon neutrality of the Scope 1 and 2 emissions under the direct operational control of Market Entities Cluster
3, including their office, warehouse, fleet and retail operations achieved by Market Entities Cluster 3, in
accordance with PAS2060:2014 for the period 1 January 2023 to 31 December 2023 with a commitment to
maintain to 31 December 2025, SGS United Kingdom Limited Certified.

Certification letter from SGS can be found in Annex A.

2 Introduction

This document forms the Qualifying Explanatory Statement (QES) to demonstrate that Philip Morris
International “Markets Cluster 3” has achieved carbon neutrality for the period starting 1t January 2023 and
ending 31st December 2023 in accordance with PAS 2060:2014.

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 2023.

e Compensation of remaining carbon emissions for the period commencing 18t January 2023 and
ending 31st December 2023.
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This report includes the information which substantiates the declaration of PMI affiliate’s achievement of
carbon neutrality for this application period (under PAS 2060:2014) and commitment on carbon neutrality up
to 2025 (2 years, from 2023 the reference year) in compliance with PAS 2060:2014 standard.

The Markets Cluster 3 affiliates have also set up a Carbon Management Plans to reduce the GHG emissions
associated to the office, warehouse, fleet and retail operations to demonstrate commitment to being carbon
neutral in accordance with PAS2060:2014 standard.




PHILIP MORRIS
INTERNATTONAL

2.1 General information

Entities making PAS 2060 declarations
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 PAS 2060 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 for PAS 2060 program
Achievement period

Commitment period
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Markets Cluster 3, as per Table 1.1 - Market Legal Entities.

Len Beggs

Scope 1 and 2 emissions under the direct operational control
of Markets Cluster 3, 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

e Distribution

o Marketing

e Administration

e 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 2023 — 315t of December 2023

18t of January 2023 — 318t 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 3.
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 3 office, warehouse, fleet and retail operations
within the defined boundary for the period of 1st January 2023 to 31st December 2023 have been quantified
in accordance with GHG Protocol Corporate Accounting Standard (operational control) and verified by SGS.

SGS then certifies that the Carbon Neutral Declaration set out in this QES is appropriately reported in
accordance with the requirement of PAS 2060:2014.

The assurance letter 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 year 2023 (application period) and represent a total 4,593.0 tons of CO; equivalent.

Armenia Philip Morris Armenia Limited Liability 1104 10.4 120.8
Company

Georgia lelteq Liability Company Philip Morris 114.6 46 1192
Georgia

Israel Philip Morris Ltd 990.1 311.8 1,301.9

Kazakhstan PHILIP MORRIS KAZAKHSTAN LLP 1,148.3 779.0 1,927.3

Pakistan Philip Morris (Pakistan) Limited 953.7 170.1 1,123.8

Table 3.1 - GHG emissions overall results

3.2 Methodology

Total GHG emissions associated with entities in Markets Cluster 3, 1st January 2023 to 31st December 2023,
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 and PAS 2060:2014 endorses it as being fully compliant with its
requirements.

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

e carbon dioxide (CO2),
e methane (CH4),
e nitrous oxide (N20).

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.
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3.2.1 Scopel

GHG emissions related to scope 1 come from direct emissions from sources owned or controlled by entities
within Markets Cluster 3. 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

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 3. In PMI context, scope 2 emissions are
from the consumption of:

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

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 3 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 IEA
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.
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Data sources (e.g., invoices) were reviewed by SGS through the inventory verification, and certification against
PAS 2060:2014 processes.

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 it 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 country.

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

3.4 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 affiliates’ total carbon footprint to
ensure the carbon neutrality program covers 100% of the GHG emissions.

3.5 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.

3.6 Comparison with baseline period results

This section will be completed in subsequent years. 2023 is the first PAS 2060:2014 certification year, and
therefore will be used as baseline period subsequently.

10
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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 implemented.

The following paragraphs explain in detail projects implemented in entities in Markets Cluster 3, that relate
related to office, warehouse, fleet and retail operations GHG emissions reductions.

4.1 PMlglobal best practice

In 2023, 92.8% 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 renewable energy electricity, PMI overall
avoided the emissions of over 1.9 million tonnes of CO; equivalent between 2017 and 2023.

Indicator 2017 2018 2019 2020 2021 2022 2023 Total

Purchased electricity | goa 511 | 870,181 | 890,430 | 823,365 | 809,464 | 818.363 | 850,999 | 5,921,313

[MWh]

Electricity purchased

from renewable 442,739 | 544,845 | 616,336 | 612,694 | 663,106 | 715,257 | 789,318 | 4,384,294
sources [MWh]

% Renewable 51.6 62.6 69.2 74.4 81.9 87.4 92.8 74.0

CO2 Scope 2 (GHG
emissions) - Market 229,977 | 164,159 | 132,721 90,370 64,217 42,482 28,727 752,654
based [t GHG]

CO2 Scope 2 (GHG
emissions) - Location | 427,238 | 410,441 | 420,725 | 383,899 | 361,314 | 358,475 | 371,719 | 2,733,812
based [t GHG]

Difference between
location based and 197,261 | 246,281 | 288,004 | 293,530 | 297,097 | 315,994 | 342,992 | 1,981,158
market based

Table 4.1 - Avoided CO2 emissions due to green electricity increase

11
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4.2 Implemented GHG emissions reduction project repository in Markets Cluster 3

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 2023 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. 2023 and 5,466,931
ongoing

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

Difficult to quantify with
certainty, but a measure we
Since 2022 believe is important to raise
awareness and commitment
in markets.

Market Scorecard

Market comparison score card which
contains the requirement for them to
have a CO2 reduction plan.

Global

Change of domestic distribution lines
Israel (from the FAW to the Depots) following Nov-23 15,100.00
a distribution center relocation

12
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Kazakhstan

Working tool car fuel consumption
reduction initiatives 2023: inclusion this
criterion into individual motivation
program (monetary recognition),
customised eco-driving e-learning for all
drivers, monthly monitoring of the fuel
consomption by mileage and addressing
deviations, large-scale communication in
Commercial Operations team

Dec-23

171,260

Pakistan

Awareness session for employees on
world environment day where external
guests were invited to speak & promote
environmentally sustainable activities.
The session was broadcasted for all
employees.

Jun-23

Pakistan

Created a dedicated email domain
(PMPKL Sustainability) to focus
awareness on sustainable topics
through regular communications.

Mar-23

Pakistan

Organized an energy awareness
campaign which involved display of
important energy conservation related
infographics at all PMPKL sites.

Jan-24

Pakistan

Formation of a cross functional
sustainability committee to promote
sustainability agenda across the affiliate

Oct-21

Pakistan

Rolled out “I Pledge” movement to
motivate and encourage employees to
take oaths to switch to sustainable
options in their personal lives.

Dec-23

Difficult to quantify, but still a

good initiative for

organizational environmental

engagement.

Table 4.2 - Implemented GHG emissions reduction projects

13
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4.3 Planned GHG emissions reduction initiatives in Markets Cluster 3

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 (2023-2025). Note that the global programs listed in table 4.2 continue into 2024.

Pakistan

Conversion of Gujranwala
Sales Office to solar energy

Nov-24

4,875.00

Pakistan

Conversion of remaining 8 x
sales offices to solar energy
(Hyderabad, Sukkur, Sahiwal,
Bahawalpur, Lahore, Jhelum,
Peshawar and Sargodha sales
offices)

Jun-26

38,530.00

Pakistan

Renewable Electricity

Dec-24

111,931.74

Pakistan

Cautious use of energy by
maximum utilization of day
light by switching off
unnecessary bulbs/lights and
replacement of bulbs with LED
lights at Head office

Ongoing

Difficult to quantify, but still a good initiative
for organizational environmental
engagement.

Israel

Pilot of solar panels installation
- POC for reducing 5-7 % in
fuel consumption of fleet
distribution vehicles

Feb-25

TBD

Israel

Optimization of distribution
routs from FAW (Bonded) to
distribution centers.

Apr-25

35,500.00

Table 4.3 - Planned GHG emissions reduction initiatives

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

14
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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 rigorous 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 Standard
(VCS)*, Climate Community and Biodiversity Alliance (CCBA)?, Gold Standard?, and other offsets as endorsed
in PAS2060.

Credits were retired on 22 November 2024.

These projects are supported by publicly available project documentation on the GSF Reqistry
(goldstandard.org)*) and on https://reqistry.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.

! https://verra.org/

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

3 https://www.goldstandard.org/

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

15
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Offsetting projects selected by Markets Cluster 3 for compensating the 2023 emissions are:

Project Name

Description of Project

Official Project Link

Kantingan
Peatland
Restoration
and
Conservation
Project

The Katingan Restoration and Conservation Project (‘The
Katingan Project’) protects and restores 149,800 hectares
of peatland ecosystems, to offer local communities
sustainable sources of income, and to tackle global
climate change. The project lies within the districts of
Katingan and Kotawaringin Timur in Central Kalimantan
Province and covers one of the largest remaining intact
peat swamp forests in Indonesia.

Kantingan Peatland VCS
1477

Pacajai REDD+
Project

REDD Project to stop deforestation within private parcels
amounting to 135,105 Ha at the edge of the deforestation
frontier in Brazil. The project will generate multiple climate,
social, and biodiversity benefits.

Pacajai REDD+ Project
VCS 981

Table 5.1 - Offsetting Projects

16
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Offsetting retirements per legal entity for Markets Cluster 3 for compensating the 2023 emissions are as
follows:

Project chosen for
compensation

Katingan
Peatland Pacajai
Restoration REDD+ :
and Proi Final
: roject
Country Legal Entity Conse(vatlon IEIEEize
Project offset value
9709-126134313-
6350-307878967- | 5oL PN [tCO2]
307896966-VCU-
VCU-259-VER-
016-APX-ID-14-
BR-14-981-
1477-01012017- 01012017
31122017-1 31122017-0
[tCO2] [tCO2]
Pakistan Philip Morris (Pakistan) Limited 1,158 1,158
Armenia P.hl|l.p. Morris  Armenia Limited 125 195
Liability Company
Georgia L|m|t_ed Llabl_llty Company Philip 123 123
Morris Georgia
Israel Philip Morris Ltd 1,342 1,342
Kazakhstan EII_-II;LIP MORRIS KAZAKHSTAN 1,986 1,986

TOTAL

% of TOTAL
Table 5.2 - Markets Cluster 3 offsetting projects retirement allocations

Amount of credits purchased

Credits have been purchased by PMI, for Cluster 3, for the period covering 15t of January 2023 — 31t December
2023.

The amount of credits purchased is 4,734 tonnes of CO, equivalent*, it is composed by two contributions:
i. 4,593.0 tonnes of CO2 equivalent (scope 1 and 2), amount evaluated for the first application period
ii. 137.8 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 each legal entity up to nearest ton increased the total to 4,734 tonnes of CO2 equivalent.

We can reasonably assume that the emissions from Market Cluster 3 entities are covered by these credits.

17
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Emissions are split as per the following between the following legal entities:

Total CO2 to
3% be
Overrate Compensated
[tCO2e] (round up)
[tCO2e]

Total
Scope 1
and 2
[tCO2¢€]

Scope 2
(UEWGIE
based)
[tCO2e]

Scope 1

Country [tCO2e]

Legal Entity(ies)

Cluster 3 Total

3,317.0

1,276.0

4,593.0

Armenia Eiw]'iiti 3"3{;‘5"@;@%%1 any 110.4 10.4 1208 | 36 125.0
Georgia 'F',mif‘zﬂ'aﬁg'gyeggigpa”y 114.6 46 1192 | 36 123.0
Israel Philip Morris Ltd 990.1 311.8 | 1,301.9 | 39.1 1,342.0
Kazakhstan | (oi-E MORRIS 1,148.3 7790 | 1,927.3 | 57.8 1,986.0
Pakistan E::\'iit% (';"O”is (Pakistan) 953.7 1701 | 1,1238 | 337 1,158.0

4,734.0

% of Total . 27.8 100.0
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.

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 5.4 - Markets Cluster 3 offsetting
projects retirement allocations to offset unavoidable emissions, year 2023.

Originating project name: Kantingan Peatland Restoration and Conservation Project

Quantity of retired credits: 1,158

Unit Type: VCU

Serial number: 6359-307878967-307896966-VCU-016-APX-ID-14-1477-01012017-31122017-1
Retirement Date: 22 November, 2024

Project ID: VCS 1477
Project type: Agriculture Forestry and Other Land Use
Country: Indonesia

[VERRA]
=g Verified Carbon
N2 Standard

Certificate of Verified Carbon Unit (VCU) Retirement

Verra, in its capacity as administrator of the Verra Registry, does hereby certify that on 22 Nov
2024, 1,158 Verified Carbon Units (VCUs) were retired on behalf of:

Philip Morris (Pakistan) Limited

Project Name
Katingan Peatland Restoration and Conservation Project

VCU Serial Number
6359-307889331-307890488-VCU-016-APX-ID-14-1477-01012017-31122017-1

Additional Certifications
CCB-Biodiversity Gold; CCB-Climate Gold; CCB-Community Gold; CCB-Gold

Powered by % PX
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Originating project name: Pacajai REDD+ Project

Quantity of retired credits: 3,576

Unit Type: VCU

Serial number: 9709-126134313-126159312-VCS-VCU-259-VER-BR-14-981-01012017-31122017-0
Retirement Date: 22 November, 2024

Project ID: VCS 981
Project type: Agriculture Forestry and Other Land Use
Country: Brazil

[VERRA]
w4 Verified Carbon
N Standard

Certificate of Verified Carbon Unit (VCU) Retirement

Verra, in its capacity as administrator of the Verra Registry, does hereby certify that on 22 Nov
2024, 3,576 Verified Carbon Units (VCUs) were retired on behalf of:

Philip Morris Armenia Limited Liability Company, Limited Liability Company Philip Morris Georgia
Philip Morris Ltd, PHILIP MORRIS KAZAKHSTAN LLP

Project Name
Pacajai REDD+ Project

VCU Serial Number
9709-126155737-126159312-VCS-VCU-259-VER-BR-14-981-01012017-31122017-0

Additional Certifications

Powered by PX

5.3 Compensation program for the second application

For the second application period, PMI will cancel the volume of carbon credits required once the emission
calculations are completed for that period. The volumes of credits required by PMI affiliates will be confirmed
at later stage upon completion of the greenhouse gas inventory audit for this Application Period. The portfolio
composition and share among projects will be determined based on the volume of credits.
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6 Annex A — Carbon Neutral Assurance letter

Verification Statement Number:
CCP267920.PM1.2023.Market Cluster 3 V1 2024.12.09

The Carbon Meutrality Declaration as presented in its Qualifying Explanatory Statemant
{QES), for the application period 01/01/2023 = 311272023 of Phillip Momis
Intemnational Market Entities Cluster 3, as defined in the scope section of

thig opinion and comprising market redated activities of:

Coumtry Legal Entity

Armania Philip Momis Armenia Limited Liabdity Company
Georgia Limited Liability Company Philip Morris Georgia
Israsl Phalip Moms Ltd

Kazakhstan PHILIF MORRIS KAZAKHSTAN LLP

Pakistan Philip Morris (Pakistan] Limited

hag bean verified by SGS United Kingdom Limited as conforming to the reguirements of
PAS 2060:2014: Specification for the demaonstration of carbon neutrality (PAS 2060)

Lead Assessor. Lisa Gibson,
Technical Reviewer: Andrew James Coling

Authorisad by:

A —

Pameda Chadwick, Businass Manager, 565 United Kingdom Ltd.
Verification Statement Date: 9 Decamber 2024

This Statament is not valid without the full verfication scope, objadives, critara and conclusion
available on pages 2 fo 3 of this Statement.

Inward Way, Rossmore Business Park, Ellesmere Porl, Cheshine CHES 3EN  Tel =44 (00151 350 8686
Climate Change Programme ukclimatechange@sgs.com  www.sgs.cam

Membesr of SGE Group
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Schedule Accompanying Greenhouse Gas Verification Statement
CCP267920.PMIL2023.Market Cluster 3 V1 2024.12.09

Brief Description of Verification Process

365 has been contracled by Philip Momis Intemational (PMI) for fhe vedfication of their Carbon
Meutrality Declaration as prasented in the Qualfying Explanatory Statement (QES) far Market
Enlitias Cluster 3. for the application pariod 01/04/2023 — 311212023, aganst the requirements of
PAS 3080:2014: Spacificaion for the demonstration of carban nautrality (PAS 2060).

Roles amd Responsibiiies

The managament of Philip Morris International responsible for the oganizaion’s GHG information
system, the developmeant and mairenanca of racords and reparting pracadures in accondance with
that systam, including the calculation and detarmination of GHG emissions information, praparation
of reparts, QES, purchasa and retrament of carban offsets.

It is SGS' responsibiity bo axprass an indepandent opinion on the Carbon Meutrality Dedarabion as
provided by the Cliant for the applcation pariod 01012023 — 311 22023,

565 conducted a third-party varfication following the raquirements of IS0 14064-3; 2019 of the
pravided Carbon Meutral Declaration and supparfing QES during the period June o December
2024. The assaszment was conducled via desk review. The werification was based on the
verihcation scope, objectives and oiberia as agreed betwean Philip Marris Infematonal and SGS.

Objectives:
The purpees of the verfication exercise was, by review of objective evidence, to indapandantly
review and confirm:
s  That the Carbon Neutrality Dedlaration and QES conform fo tha requiramants of PAS
2060
s That tha emissions data reported in the QES are accurate, complats, conssfent,
transparent and free of material arrar or cmission and have been delermined in
accardance with WRIWBCSD GHG Pratocol, Corporate Accounting and Reporting
Standard
s That evidence is avalabla to suppor information reportad within the QES induding
carbon affset purchases and ratiremants.

Leswel of Assurance:
The level of assurance agread is reasonable.

S“Tr:mmgmtms verfication af:

= The organizational boundary was establishad fol owing the operational conrol
consoldation approach for aach of the market affiliates.

s Title or description of achvilias: Emissons for marked affiliates Cluster 3 offica,
warahousa, flaet and retail operations
Scope 1 & 2 emissions only
Locatioriboundarny of the activities: markat adivibies axcluding manufacturing operations,
2= par lis! below
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= First apphcation pariod: Calendar Year 2023
s |nfended user of the verification statement: internal, customers, genaral public.

Country Legal Entity

Armenia Philip Morris Armenia Limited Liabilty Comgany
Gaarga Limited Liabiity Company Philip Mamis Gaorgia
Israal Philip Morris Lid

Kazakhstan PHILIP MORRIS KAZAKHSTAN LLP

Paiistan Philip Morris [Pakistan) Limited

Materiality

The matenalty requirad of the vanfication was considered by SG5 o ba balow 5%,

We plannad and paformed our wark io ablain the mhormabon, axplanabons and ewdenca that we
considerad necassary to provide a reasonable leval of assurance that the CO2 equivalant emissions.
carbon neutrality daclaration and QES for the first pariod 01/01/2023 - 3112/2023 are fairly stated.

5G5S approach i risk-basad, drawing on an understanding of the risks associated with compiling
and raparting GHG emission informabion and the confrols in place bo mitigate thesa risks. Our
examination included assassmeant, on a sample basis, of evidence relevant fo the voluntary reparting
of emission infarmation and carban neutrality.

Conchesion

Philip Maormis Infernabional provided their Carbon Neutrality Daclaration for Marked Entities Cluster 3,
basad on the crileria cutlined above. Tha Carbon Neutrality Declaration and QES for the application
pariod 010172023 — 31120023 are verified by SGS 1o a reasonable level of assuranca, consistant
with the agread vanhcabon so0p8, obpactives and arilana.

865 concludes with reasonable assurance that the presented Carbon Neubralty Dedarabion and
supporting QES & materially comrect and is a fair representabion of the COz equivalent data and
informatian and confiorms 1o the requirements of PAS2060 2014
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7 Annex B — Qualifying Explanatory Statements (QES) checklist
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QES%20Document.xls

X

8 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.

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)
Fuaitive Identified as below materiality
g . Refrigerant gases losses Excluded threshold within the GHG
emissions .
inventory

Electricit . -

y_ 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

Combustion of fuels in boilers and

Table 8.1 - Inclusions and exclusions
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9 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”)s; 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:
[
3

2023%20PMI%20Ma
rkets%20Cluster%20

Overall outcome of the uncertainty calculation (from attached file)

Guerall
Source description

["LPG [Ensiqu [114] 15,000,048 P 2 GHG o 955,57 0.3 -5 o0 ooy | oo |
583850350 BS 0 GHGS ES TS 32872 EXTH 00 G254+
ight EL (Energa 0] 000 P  GHe o [T 0,00 FATT oo (T T
[ Enerqy ] G0 " oG s 00 200 FETH 5 oo om |
[ Hiard Co Eneray) ] T P  GHe o EXE Y FATT oo 5]
000 BS 0 GHGS ES 00 000 ST 00 o [ o000 |
0.0 P  GHe o i 000 FATT oo (T T
istriet 359891870 ST .3 GHG E TF859261 179.59 EXTT 20 .78 +-5.9% Good

i 00 [T " g 1024V o i 0.00 XET oo 1 LT
243837473 [ 7. kg CO2 7k - 109637241 096,37 EET 20 10854
T [REEREE " acoz! o 2455065 FIIES FATT oo s
= 1 204,040.00 B 02/ - 51256152 5125 EETH = 074
T = acozr o 00 XET oo o 6o |
000 B @ CO2/ - 000 0.00 EETH = o [ o |

060 " 7 o i 0,00 FATT = 0. Bt

= of the el are roEwal = 0 159295258 159298

Table 9.1 - Uncerrtainty calculations

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% 10%
CO, Land Use Change and Forrestry 33% 50% 60%
CH, Biomass Burning 50% 50% 100%
CH,4 Oil and Nat. Gas Activities 55% 20% 60%
CH, Rice cultivation % % 1
CH, Waste % % 1
CH, Animals 25% 10% 20%
CH, Animal waste 20% 10% 20%
N,0 Industrial Processes 35% 35% 50%
N0 Agricultural Soils 2 orders of magnitude
N,0 Biomass Burning 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 9.2 - IPCC uncertainty data

5 https://ghgprotocol.org/calculation-tools
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