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KEY PLAYERS

SMOKEABLE TOBACCO PRODUCTS

ORAL TOBACCO PRODUCTS

E-VAPOR PRODUCTS

HEATED TOBACCO STICKS (HTS)

OTHER

Smoking
kills

Smokable tobacco products are substances containing tobacco that are
intended to be burned and inhaled. Common forms include cigarettes,
cigars, cigarillos, related rolling papers and cigar wraps, and
hookah/shisha. These products release nicotine, an addictive chemical,
along with harmful chemicals and carcinogens when burned, posing
significant health risks such as lung disease, heart disease, and cancer.

Cigarettes

Cigars/Cigarillos
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Oral tobacco products are tobacco or nicotine-containing forms used
without burning, placed in the mouth to be chewed, sucked, or held
between the gum and cheek. Common examples include chewing
tobacco, snuff, snus, dissolvable tobacco, and nicotine pouches.
These products deliver nicotine through the oral mucosa and can
cause oral cancer, gum disease, and nicotine addiction.

E-vapor products are devices that heat a cartridge containing
liquid (called e-liquid or vape juice) to produce an inhalable
aerosol, often containing nicotine, flavorings, and other chemicals.
Common forms include e-cigarettes, vape pens, and pod systems.
While marketed as alternatives to traditional smoking, they can still
deliver addictive nicotine and harm the lungs and heart.

e-Cigarettes
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Heated tobacco sticks are tobacco products
that are heated (but not burned) in a device
to release a nicotine-containing aerosol.
offering fewer harmful byproducts than
traditional cigarette smoke but still posing
health risks.

HTS Devi-c:s- and Sticks
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Other products include (1)
hemp rolling paper and (2) oils,
edibles, capsules, topicals, and
smokables containing cannabis
compounds like THC or CBD for
pain relief or psychoactive highs.
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In 2023, Philip Morris International (PMI) and KT&G agreed to expand KT&G's smoke-
free products like “lil" globally under a 15-year deal in which PMI exclusively
distributes KT&G's heat-fiot-burn devices and "consumables outside South Korea,

9, aiming to accelerate the shift from cigarettes to smoke-free alternatives.
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Altria and Philip Morris International (PMI) divide the cigarette ‘* L

Imarket  geographically: Altria operates primarily in the US., L b4
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imarket, “while PMI" focuses on international markets, -selling

Marlboro and other brands in over 180 countries with a global
imarket share around 29%. This seParat\on allows both to leverage
he Marlboro brand without direct competition, though PMI has 1913
recently entered the U.S. nicotine market via Swedish Match.
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Altria_Group has %ranled Philip  TEREA and HEETS are specially designed heated
Morris International (PMI) the tobacco sticks intended exclusively for use with
exclusive rights to commercialize  |Q0S devices. Each stick contains a
the /Q0S brand in the US. PMI is  precisely measured tobacco blend and an internal
currently the only major company metal heating element. When inserted into the
selling ‘heated tobacco sticks in ILUMA” holder, the device's Smartcore
the “American  market.  Other Induction System heats the tobacco from within,
international rands, _ such re\easm‘g a nicotine-containing aerosol without
as Altria's Ploom and BAT's Glo, combusfion, ash, or smoke. This process provides
have either limited availability in a consistent and flavorful experience, with each
the US. or are not yet onthe stick lasting up to 14 puffs or six minutes,
market, as they await' US. Food  whichever comes first. The sticks are available in a

and Drug Administration approval. _ variety of flavors to suit different preferences.
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The Smokeable Products segment Consists of sales of (a) combustible cigarettes
and (b) machine-made large cigars, substantially all sold in the U.S.

SMOKEABLE PRODUCTS

(2024 Net Revenues: $21.2B)

@is

ORAL TOBACCO PRODUCTS

(2024 Net Revenues: $2.8B)

The Oral Tobacco Products segment connects Consists of sales of (5 ) moist
smokeless tobacco products (b) oral nicotine pouches, and (c) heate
stick products, substantially all sold in the U.S.
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Altria Group, Inc.

6601 West Broad Street
Richmond, Virginia 23230
Phone: (804) 274-2200: Website: altria.com
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« Manufacturing

FDA REGULATION

Gave the FDA authority to regulate tobacco products

« Regulate manufacturing, marketing, and distribution
« Require health warnings on packaging
- Ban flavored cigarettes, certain marketing

—

FDA AUTHORITY

« Marketing

e Premarket review

FSPTCA and FDA Regulation of
Tobacco Products

FAMILY SMOKING PREVENTION AND

TOBACCO CONTROL ACT (2009)

1

PRE RKET REVIEW PATHWAYS

PMTA SUBSTANTIAL
{Premarket EQUIVALENCE
Tobacco Application)
Must show Must show
“appropriate for "as safe as”
protection of existing product
public health”

MRTP
{Modified Risk
Tobacco Product)

Must show
reduced harm
or risk
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YOUTH PROTECTIONS

* Minimum age of 21 for sales

Ban on flavors in most products
Marketing restrictions
Online sales requirements

6.0%

5.0%

4.0%

3.0%

2.0%

1.0%
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DIVIDEND POLICY

Altria is very well known for its dividend payments. In fact, it’s considered one
of the highest-yielding dividend stocks in the consumer staples and tobacco

sector. A few key points:

* Altria has a long history of paying consistent and growing dividends,
which appeals to income-focused investors.

* lts dividend yield is often significantly higher than the broader S&P
500 average, reflecting both the stable cash flow from its tobacco
products and the slower growth of the industry.

* The company’s dividend policy is a major reason many investors hold
Altria stock, even amid regulatory and litigation risks in the tobacco

sector.

Examples of high-yield dividend stocks (typically >5%)

(High yield often comes with higher risk--e.g., debt, regulatory pressure, industry cyclicality)

Pfizer ExxonMobil

Chevron

Verizon

Altria

OVERVIEW OF CIGARETTE PRODUCTION PROCESS

Altria’s ci%arette production process generally involves the growth, harvesting, curing, and processing of
tobacco before it is blended with other ingredients. The resulting tobacco is then used to manufactare
cigarettes, which are packaged and distributed for sale to consumers.

CULTIVATE TOBACCO

Tobacco seeds are sown in specially-constructed seedbeds. The seeds are sown in seedbeds (not too close together) to
give each seedlinq enough room to grow. Tobacco seeds germinate rapidly in five to ten days. Under the ideal seedbed
conditions, they will grow to a height of 15-20 centimeters in about two months. They are then transplanted in the fields.

Tobacco
Seedling

Y b

HARVEST TOBACCO
After 2-3 months, the plants, which ripen from the bottom to the top, are ready for harvestin%. Farmers growin
(1) Virginia tobacco start harvesting by 8icking the early ripening leaves closest to the ground. then move up the plant,
picking the stalk layers as they ripen. Only three to six leaves are removed from the plant at each harvesting stage,
(2) Bur/egtobacmcut the whole plant and remove the leaves from the stalk after curing, and
) Orfental tobacce harvest by hand, one by one, off the plant as they ripen.

Harvested
Tobacco
7 Leaves

CURING TOBACCO
Curing tobacco plays a major role in the final leaf quality and brings out the characteristic taste of each tobacco ?pe.
(1) Virginia tobacco is 'flue-cured,' hung in curing barns for up fo a week where heated air is generated to dry the
leaves. As the leaves lose moisture, they develop their distinct aroma, texture, and color.
(2) Burfey tobacco'is ‘air-cured' in barns for up to two months; the heat and humidity come from natural ventilation. (3)
Oriental tobacco is 'sun-cured' by hanging the leaves outdoors in the sun for about two weeks.

Bh A

m

Cured Tobacco @
Leaves e

Cigarette Making
Process

SORTING, PACKING AND SALE OF TOBACCO
When the leaves have been cured, the tobacco farmer sorts them according to stalk position and guality, and packs
them separately into bales for delivery to the point of sale. At the point of sale, the leaves are graded by expert leaf
. buyers who assess leaf quality by carefully checking variations in color, texture, and aroma.
Altria

Graded, Cured
Tobacco Leaves <

DRYING TOBACCO
Once the tobacco has been purchased, it is shipped to a local processing factory where the leaves are further processed
and dried for uniformity. After the drying process, the tobacco is pressed into cases for shipment around the world.

Altria

Cases of Dried
Tobacco Leaves

Chew Bags: Chew bags are slightly different than
chewing tobacco. Afthough often compared to
Swedish snus in terms of look and taste, chew
bags feature larger cuts of tobacco leaf, while
snuis contains tobacco powder. Chew bags can
be either dry or moist.

Cigarillos: Cigarillos are small cigars, thinner
than reqular “cigars but thicker than cigarettes.
They often have a similar size and shape to
cigarettes but are wrapped in tobacco leaves or
paper made from tobacco.

Combustible Tobacco Products: Combustible
tobacco products are those that involve burning
toflw)alccdo to generate smoke, which is then
inhaled.

Heat-Not-Burn  Products:  Heat-not-burn  products
electricalg/ heat tobacco or a nicotine substrate, using

either in

uctive or resistive heating, just enough to

release a nicotine-containin? aerosol without burning.
ol

They are used with heated

bacco units designed for

heating that contain a tobacco plug (made from
tobacco leaves that are ground and reconstituted into
tobacco sheets that are then crimped) or a non-

tobacco substrate infused with nicotine.

Heated tobacco units (HTUs) or Tobacco Sticks:
HTUs are designed to be used together with a
tobacco heating device to releasé a nicotine-
containing aerosol for the user to inhale, but
without burning the tobacco like a cigarette would
do. HTUs are “composed of tobacco blends along
with glycerin, propylene glycol, and flavorings.

Blade heated
tobacco unit
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Induction heated

tobacco unit

E-liquid: E-liquid refers to a liquid solution
typicall¥ used in p-vagmj products, such as e-
cgarettes. E-liquids ﬁ/plcally contain different
levels of nicoting, flavors, glycerin and/or
Fro%v\ene glycol. The e-cigarette heats the e-
I u|I to produce an aerosol that the user
inhales.

E-Vapor: E-vapor products are battery-powered
devices, commonly known as e-cigaréttes, that
vaporize a liquid solution containing nicotine and
flavors to create an inhalable aerosol. While
traditional ~ e-vapor  products come  with
rechargeable batteries and replaceable or
refilable  cartridges, ~ disposable  e-vapor
products are single-use devices that come
prefilled with e-liquid.

Induction Heating:  Inductive heatin? uses
electromagnetic induction to generafe heat
within a “material. An alternating current is

assed through a coil, creating a magnetic field.

hen a conductive material pike some metalsc} is
placed within this magnetic field, it induces eddy
currents within  thé material. These eddy
currents flow through the material's resistance,
generatin? heat. Unlike resistive heating, which
relies on the material itself resisting the flow of
electric current to produce heat, inductive
heatm? uses a magnetic field to induce the
current and therefore the heat.

INDUCTION

Kreteks: A type of cigarette popular in some
arts of Asia, often containing spices or cloves
in addition to tobacco.

2w

GLOSSARY

Nicotine: Nicotine is a highly addictive stimulant _<
found in tobacco plants.” It "affects the nervous
system by increasing dopamine levels, leading @
to temporary feelings of pleasure and alertness. = ¢
Commonly consumed through smoking, vaping,
or chewing tobacco, nicotine can raise heart
rate and blood pressure. While it provides short-
term stimulation, long-term use is associated
with addiction and health risks like heart disease <
and lung issues. &

Smoke Free Products (SFPs) : Smoke-free products
are products that deliver nicotine without burnin:

tobacco; they have the potential to present less ris]

of harm compared with' continued smoking. Smoke-
free products are not risk free, and théy contain
nicotine, which is addictive. Smoke-free “products
are designed for adult smokers who would
otherwise continue to smoke.

Nicotine Pouches: Nicotine pouches contain
nicotine, together with water, flavorings, and
plant- based fibers. The nicotine in the pouches
Is extracted into the saliva and js absorbed
mainly via the mucous membranes in the mouth
before entering the blood stream.

Other Oral Smoke-Free Products (SFP): Other
oral SFPs encompasses various tobacco or
nicotine-containing products that do not involve
burning such as snus, nicotine pouches, and &=
chewing tobacco that are promoted as being a §

less harmful alternative to cigarettes.

Snuff, Snus and Moist Snuff. Snuff
consists of finely ground tobacco. Snus
contains moist powdered tobacco that is
wraﬁped in a cellulose pouch. Moist
snuff and snus products are placed ~~\
between the gum and the cheek or upper
Iiﬁ), with nicotine absorbed into the
bloodstream mainly via the mucous
membranes in the mouth.

Resistive Heating: Resistive heating refers to a
method of heating tobacco or”a tobacco-
contqlmn% material”using an electrical current
passing through a resistive element. An
electrical current is passed through a heating
element, which has a specific resistance. This

tobacco-containing material.  The goal is to
heat the tobacco enough to generatea flavorful
aerosol containing nicotine without burning the
tobacco. Unlike inductive heating, which uses a
magnetic field to induce the current and
therefore the heat, resistive heating relies on
the material itself resisting the flow” of electric
current to produce heat.

resistance causes the element to heat up. This
heat is then transferred to the tobacco or l

Susceptor: A susceptor is a material that heats
up when exposed to certain types of energP/,
such as electromagnetic fields or radio waves. In
Heated Tobacco Products, a susceptor {)often
made of metal) is embedded within the tobacco
stick. It is heated inductively or resistively to
generate heat, which then warms the tobacco to
Create an aerosol.

Tobacco Bits: Tobacco bits are loose
chewing tobacco in pellet form

TOBACCO AGING
Tobacco leaf ma}{ be stored for several years while the tobacco undergoes a natural aging and mellowing process that
helps to improve the flavor. The aged tobacco is then shipped to a manufacturing center.

1 Altria

Cases of Dried,
Aged Tobacco
Leaves

TOBACCO PROCESSING
In a manufacturing center, the tobacco underF;oes a conditioning process where high temperatures and humidity restore
moisture to suitable levels for cutting and blending tobacco and completing the cigarette making process. Tobacco is
precisely cut and blended according to company recipes to produce tobaccos for Various brands of cigarettes. These
brand recipes include ingredients and flavors that are added to the tobacco to give each brand its unique
. Altria characteristics.

Cut, Blended
Tobacco

Y
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Blended tobacco, referred to as "filler" or "cut-filler,” is delivered to cigarette making machines, where the tobacco is
stored in ho;ﬁ)ers which allow filler to drop down onto prepared cigarette paper. The paper is wrapped around the
tobacco and sealed to form continuous rods. These are cut to length for cigarettes. Filter-tipped brands have a
double-length filter inserted between every two cigarettes which are sealed to the rods then cut in half to produce two
. ﬁliere_d cigarettes. Packer machines (1)’insert c?areﬂes into packs, packs into cartons and cartons into cases and
Altria (2) send to storage.

Cases of
Cigarettes

WHOLESALE CIGARETTE DISTRIBUTION
Cigarette cases are shipped to warehouses to be sold to wholesale distributors.
etailers buy from these wholesale distribution channels.

E—
Cases of ; ﬁ ]Iﬂl'llllll'll

o v Cigarettes
U

RETAIL CIGARETTE DISTRIBUTION 'ﬁi
Wholesale distributors sell to retailers, which in turn sell to the end consumer. \, o




