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SRITA Online Collection of IQOS Advertising:

Stanford Research Into the Impact of Tobacco Advertising (SRITA) (tobacco.stanford.edu) maintains an
online repository of IQOS promotional images (3500+) and 1QOS videos (120+). This material, collected
by SRITA researchers, helped to inform the analysis included in this white paper. In addition, other images
of other heat-not-bund device (e.g. Glo, Ploom, Pax) advertising (1000+).

URLs for SRITA 1Q0S Image Collection Available Online:

1QOS Ads

tobacco.stanford.edu/heat/iqos/ads

1QOS Retail

tobacco.stanford.edu/heat/igos/iqosretail

1QOS Influencers

tobacco.stanford.edu/heat/iqos/influencers

PMI Smoke-Free World

tobacco.stanford.edu/heat/iqos/smokefreeworld

1QOS Flavors tobacco.stanford.edu/heat/iqos/iqosflavors
1QOS Events tobacco.stanford.edu/heat/iqos/iqosevents
1QO0S Coaches tobacco.stanford.edu/heat/iqos/igoscoaches

1QOS Instagram

tobacco.stanford.edu/heat/iqos/iqostinstagram

1Q0S Website tobacco.stanford.edu/heat/iqos/iqoswebsite
1QOS Friendly Places tobacco.stanford.edu/heat/iqos/iqosfriendlyplaces
1QOS Club tobacco.stanford.edu/heat/iqos/iqosclub

Community Instagram

tobacco.stanford.edu/heat/iqos/communityinstagram

Brand Extensions

tobacco.stanford.edu/heat/iqos/brandextensions

DISQOVR

tobacco.stanford.edu/heat/iqos/disqovr

Sponsorships

tobacco.stanford.edu/heat/iqos/sponsorships

1QOS USA

tobacco.stanford.edu/heat/iqos/iqosusa

1QOS Image Collection

tobacco.stanford.edu/heatnotburn/igos

1QOS Video Collection

tobacco.stanford.edu/videos/iqos

Comparison of 1QOS and
Traditional Tobacco

tobacco.stanford.edu/igostobaccocomparison

Other Heat Not Burn Device Image

Collection

tobacco.stanford.edu/heatnotburn
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EXECUTIVE SUMMARY: PERSPECTIVE AS |IQOS ENTERS THE US MARKET

The Changing Tobacco Marketplace

The global tobacco industry is undergoing rapid change. The historically dominant product,
combustible cigarettes, is being joined by two rapidly growing alternative nicotine delivery technologies:
electronic cigarettes and heated tobacco products (HTPs). The principal difference is that e-cigarettes
aerosolize nicotine containing liquid, whereas HTPs utilize a chemically treated rod of shredded tobacco
made to smolder by a heating element. These emerging categories are growing rapidly as the sales of
traditional cigarettes decline. Three major tobacco companies (Philip Morris International, Altria, and
JUUL) are collaborating via reciprocal agreements to dominate both the traditional and emerging tobacco
products markets. Together they control the world’s leading brands in each of these categories: cigarettes
(Marlboro), e-cigarettes (JUUL), and heated tobacco (1QOS).

Reasons for Studying 1QOS Marketing

While the marketing of Marlboro and JUUL has been thoroughly studied, IQOS promotion has yet
to be subject to comprehensive academic analysis. Philip Morris International’s (PMI) effort to gain market
share for 1QOS, which was introduced in 2014 and is currently on the market in 52 countries, has been
aggressive, multilayered, and has spanned an impressive spectrum of media and methods. The IQOS brand
has broad global reach spanning Europe, the Middle East, Asia, and both North and South America. After
IQOS entered US test markets in the fall of 2019, it plans nationwide rollout during 2020. Although 1Q0S
is categorized as an electronic cigarette in many countries, it was allowed on the market by the US Food
and Drug Administration (FDA) only as a traditional cigarette product in the US. PMI’s application to have
IQOS marketed as a reduced risk product in the US has not yet been authorized by the FDA. This
categorization constrains the brands’ marketing activities.

Over a 10 month period, we conducted an intensive evaluation of the various forms of 1Q0S
marketing. The methods, targets, and goals of IQOS marketing campaigns are set by corporate leadership
and are executed with the assistance of an impressive array of advertising agencies, social media
promoters, event coordinators, media content producers, brand managers, modelling agencies, and talent
recruitment companies. The campaigns make liberal use of artists, musicians, social media influencers,
and celebrities in promotional roles.

Our goal in providing a thorough examination of 1QOS global marketing practices was to help
inform American regulators and legislators to monitor closely the brand’s promotional activities. In
addition, revealing the scope, scale, and targeting of IQOS marketing may help nations around the world
to consider whether additional constraints are warranted.

Promoting 1QOS as a Smoking Cessation Device:

Throughout its global marketing, PMI states the goal of IQOS is to help adult smokers transition to
a less harmful product. “/Q0S” is an acronym widely understood to mean “I Quit Ordinary Smoking.”
Although PMI denies the brand name IQOS has any specific meaning, overwhelming evidence suggests
otherwise. 1Q0S emphasizes its signature tobacco leaf shaped letter Q in its brand extensions and
numerous other promotions (eg. Qreator, Qollection, Qoins, DisQovr, Q-labs). (see illustration page 12)
IQOS campaigns rely heavily upon proxy terms for smoking cessation (“This changes everything,”
“alternative,” and “switch”) which do literally say “use this product to quit smoking” but have little if any
ambiguity to consumers. The implied presence of the word “quit” within the brand name itself reinforces
the message to cigarette smokers that IQOS is a safer and healthier alternative.
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Contrary to PMI’s marketing claims, studies of IQOS use among smokers show that it is most often
complimentary to smoking and infrequently leads to abandoning combustible cigarettes. Indeed, dual use
of cigarettes and 1QOS, such as in “IQOS Friendly Places” where smoking is prohibited, may actually serve
to deepen nicotine addiction and make cessation less probable.

Promoting 1QOS as Healthy:

As cigarette smoking kills nearly half a million Americans per year, claiming to be healthier than
smoking is indeed a low bar. IQOS promotions imply that the product is both healthier and even healthy -
downplaying the obvious health risks associated with its use. Advertisements promote IQOS as “smoke-
free,” and only “steam” (#igosteam has 31,050 posts). IQOS aerosol is a mixture of glycerin, nicotine,
flavorant chemicals, and other compounds. As the aerosol from IQOS is derived from smoldering tobacco
leaves at 350 degrees centigrade, it emanates combustion products which means that 1QOS does
technically emanate smoke. As steam is merely water vapor, 1QOS is certainly not steam as their
advertisements have stated, and when they suggest otherwise, they are striving to deceive their
customers. 1QOS also is described in advertisements as “cleaner” — another health proxy claim.

Because of the negative press about the health threat posed by traditional cigarettes and vaping,
IQOS seeks to position itself as neither: a “smoke-free” nor a “vapor-free” product. There is nothing “free”
about the aerosol emanating from 1QOS. In reality, 1QOS is a hybrid product with attributes of both
combustible cigarettes and e-cigarettes. PMI’s choice of the term “heat not burn” for its IQOS device is
part of its marketing strategy to reinforce its “smoke-free” descriptor. A more accurate term for the
category would be “heated tobacco” product. The brand slogan “IQOS is always a good idea” is manifestly
false as the use of IQOS by non-smokers, especially nicotine naive adolescents, would be a notably bad
idea. Evidence to date suggests that youth adoption of IQOS has been less than with vaping products.

Marketing 1QOS as an Elegantly Fashionable Lifestyle Product

IQOS claims that its marketing exclusively targets adult smokers. The majority of smokers are
between the ages of 30 and 60 with lesser prevalence among other age groups. To preferentially reach an
audience of middle-aged smokers, a targeted message would be delivered by a middle-age smoker
describing how 1QOS helped them with their cigarette smoking addiction. IQOS advertising practices differ
markedly from this formula. 1QOS advertisements are dominated by chic, attractive young models,
especially females, in fashionable dress and elegant poses. These models are often pictured holding an
IQOS as though it were a precious object. IQOS advertising positions the brand as stylish, trendy, high tech,
and a favorite of beautiful people. Another prominent 1QOS advertising theme is that of social
acceptability with advertisements claiming it has less odor, no ash, and lacks concern about secondhand
exposure.

Traditional cigarette advertisements often convey the message that if one uses their brand they
will be more successful in their love life. 1QOS advertisements explicitly say that it will “Change your kisses”
and their “Hello beauty” campaign unsubtly promises that it will enhance a user’s looks. Advertisements
also imply that if you love your mother, father, or spouse you should encourage them to use 1Q0S. 1QOS
product design, packaging, and retail locations position it as a high-end luxury brand. The product’s design
and its stores closely emulate those of Apple, while it makes use of Tiffany’s distinctive blue color in its
employees’ dress, in brand extensions such as IQOS high heels, event invitations, and even in its logo and
hummingbird icon.

IQOS markets itself as being pleasurable. Advertisements often show the device adjacent to food,
desserts, coffee, or alcoholic beverages. IQOS tobacco containing HEETS come in multiple flavors typically
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named for colors with descriptors of menthol, citrus, nuts, dried fruit, vanilla, cocoa, and herbs. The use
of colors rather than flavors in the product names emulates sister brand Marlboro and is perhaps intended
to circumvent limits placed on flavored tobacco in some jurisdictions. 1QOS suggests pairing its flavors
with macaron cookies, chocolates, and coffee flavors endorsed as being complementary to 1QOS flavors
by famous chefs.

The Extensive Ecosystem of IQOS Places and Events

IQOS is heavily marketed in hundreds of branded locations, including stores, boutiques, cafes,
lounges, and co-working spaces all of which employ attractive young salespeople to explain the intricacies
of the device and to offer free samples of IQOS HEETS flavors. These are sophisticated store designs, placed
in premium, high traffic shopping locations in major cities. Sales ambassadors make claims of 1QOS
healthfulness and theatrically perform “laboratory tests” from which potential customers are supposed to
conclude that 1QOS aerosol is free of harmful chemicals while cigarettes leave a nasty brown stain. Direct
retail is supplemented by pop up stores in shopping centers and salesperson attended displays in tobacco
shops, and kiosks at major entertainment events. IQOS Cafes feature branded mugs, napkins, and coasters
and suggest pairings between 1Q0S and coffee flavors.

“IQOS Friendly Places” in which 1QOS may be used, but not cigarettes, are located in numerous
countries in bars, cafes, restaurants, clubs, and even beaches. Underlying the 1QOS Friendly Places
program is the concept PMI promotes that 1QOS is “unsmoke” and “smoke-free” and thus does not lead
to harmful secondhand exposure from the exhaled plume. 1QOS use is associated with a substantial
exhaled volume of aerosol containing nicotine, glycerin, and combustion products from smoldering
tobacco leaf. The goal of the Friendly Places program is to undermine regulations which forbid indoor
smoking. This allows smokers of regular cigarettes an alternative way of smoking when in bars,
restaurants, etc. Such dual use, common among IQOS users, closes nicotine exposure gaps during the day
and actually deepens addiction.

This study identified 270 IQOS sponsored events of varying types including music concerts, art
exhibitions, fashion shows, food and wine festivals, film festivals, sporting events, and even Germany’s
Playboy Playmate of the Year Awards in 2019. Many of these events are attended by underage children
and a few, such as Tel Aviv’'s TLV Student Day, are clearly youth-oriented. 1QOS joins its sister brand
Marlboro through sponsorship of motorsports.

1QOS Advertising Via Social Media

Most smokers are mature adults, the group PMI describes as its sole marketing target. As smoking
is most prevalent among the 30-60-year-old demographic, one would anticipate that their advertising
campaigns should be designed to possess special appeal to this audience and use media channels most
heavily frequented by them. The marketing channels favored by this age group are printed magazines and
newspapers (or their digital equivalents), television, and radio. Instead, IQOS marketing is most heavily
present in social media channels such as Instagram, which have strong youth bias. PMl initiated Instagram
accounts and hashtags, such as #iqos which has 440,000 posts (as of 1-24-2020). Aside from company
postings, 1QOS social media is heavily supplemented by numerous community fan sites such as
#iqosfriends, #iqosstories, and #iqoslovers which may, or may not, be supported by paid brand
representatives. Itisimportant to realize that passive viewership of Instagram hashtags is many multiples
of the number of posts. Engagement via likes, comments, and sharing of posts amplifies viewership across
multiple social media platforms such as Facebook and Twitter. IQOS hashtags promote the product across
many millions of viewers including a sizable underage population at little or no cost to the company.
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An internal PMI document reveals that PMI did not use social media to market its products prior
to the launch of its 1QOS product. In the US, Congress banned tobacco advertising from broadcast mass
media (TV, radio) in 1970. Social media is a contemporary form of mass media that, unlike earlier forms,
is minimally regulated, incurs a minimal cost, and knows few national boundaries. It is interesting to note
that some IQOS promotional social media posts emanate from countries in which IQOS is not officially on
the market, such as Egypt and Iran, but are shared internationally via hashtags.

IQOS partners with the cross platform instant messaging app LINE, which is number one in Japan,
where it places targeted advertisements on smart phones. As a Bluetooth connected device, 1Q0S
forwards to PMI reams of data about the users smoking habits. Such data is highly valuable for targeting
marketing campaigns.

Influencers and Celebrities

PMI uses an army of influencers, brand ambassadors, celebrities, and coaches. Some are
employees, while others are members of the community who are offered discounts, gifts of IQOS products,
and invitations to special events where they promote 1QOS to their network of friends. 1Q0S’s “Refer a
friend” program encourages users to act as members of their sales team by offering gifts or cash rewards
from recruiting friends. Advertisements suggesting making a gift of IQOS on Mother’s Day, Father’s Day,
and Valentine’s Day ask the user to recruit family members.

IQOS also sponsors contests with prizes and offers discounts and incentives. PMI created an IQOS
Club to build a community among its customers, with loyalty awards scaled according to silver, gold, and
platinum levels analogous to airline or credit card rewards programs. IQOS also has created clothing and
accessory lines as brand extensions including, high heeled shoes, backpacks, and caps. These often include
a stylized letter “Q” in their design under the Qreator space program.

1QOS Public Relations

In September 2017, PMI launched what it dubbed a “Foundation for a Smoke-Free World.” The
company pledged to spend S1 billion over 12 years, $80 million per year, purportedly to support tobacco
harm reduction by accelerating research into alternatives to cigarettes. It seems clear that PMI’s “unsmoke
campaign” is not focused upon smoking cessation, but rather legitimizing and promoting an alternative
nicotine delivery system, especially its IQOS brand. As PMI remains active in undermining policies intended
to reduce cigarette use, many public health advocates believe that the company created the “Foundation”
as a public relations measure to burnish its image while promoting 1QOS. It should be emphasized that if
PMI were serious about achieving a “smoke-free world,” it would halt its aggressive worldwide marketing
of Marlboro, and its other major tobacco brands, and also curtail its generously funded political lobbying
efforts to suppress governmental actions to protect public health.

As part of its public relations efforts, PMI buys so-called “vanity awards” with supposed “honors”
purchased from companies whose business model is fee-based awards designed to burnish the reputation
of their business clients. PMI has had a particular focus on environmental “awards” (e.g. 50 Climate
Leaders, One Planet Award). It is ironic that PMI commissions environmental merit awards when its
cigarette, cigar, and heated tobacco products deliver concentrated smoke-polluted air directly into the
lungs of millions of their customers.

PMI engages in partnership with magazines (e.g. Vogue, VIVA, PINK, Marie Claire), to create
content in support of their marketing messages for IQOS. Its $6.5 million agreement with Vice Media,
which describes itself as the “Fast growing, #1 youth media company in the world,” involves its magazine,
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blogs, and film documentaries. A periodical named IQOS Magazine is filled with glowing stories about the
product.

Comparing 1QOS and Traditional Tobacco Advertising

The overall impression is, with the sole exception of the change/switch theme, 1Q0S
advertisements faithfully recapitulate the techniques used by the tobacco industry during the 20%" century.
While youth-appealing material and health claims appear most bold in countries with lax tobacco control
regulations and enforcement such as Japan, Romania, Armenia, Ukraine, and Russia, they are nevertheless
present in all countries where IQOS is marketed. While the advertising content resembles time honored
messages of tobacco advertising, the distribution channels 1QOS uses are unmistakably modern
innovations (e.g. social media, smartphone apps).

Comparing 1Q0S With JUUL

PMVI’s business strategy for 1QOS has dual purposes: retaining its current customer base and
recruiting new ones. As it is not in their business interest to transition Marlboro smokers to 1Q0S, PMI’s
strategy may well be to lure customers from competitive cigarette brands to become PMI customers via
IQOS. There is also data suggesting that IQOS recruits lapsed smokers to resume. As IQOS enters the US
market the question arises as to whether or not it might follow a trajectory similar to JUUL in terms of
youth adoption.

The heavy use of social media platforms favored by youth to promote IQOS suggests that the brand
is attempting to attract young customers. Indeed, IQOS advertising has numerous similarities to that which
JUUL used to become a youth fad, both in terms of its messaging and channel use. There are important
differences between these two nicotine delivery devices in their current forms. JUUL is simple to use, IQOS
is quite complicated. JUUL is small and stealthy, resembling a USB drive, while 1QOS is bulkier and
unmistakably a smoking device. Adolescents are highly price sensitive. The 1QOS device sells for
approximately $100 - 150 while JUUL, which used to sell for $50, is now is offered on the JUUL website at
$15(1/24/2020). A pack of HEETS containing 20 sticks sells for $4.50 - 9.90 per pack, depending upon the
flavor, while JUUL, which is marketed as delivering an equivalent dose of nicotine to a pack of cigarettes,
sells for $4 per pod. Other small vaping devices sell nicotine pods for considerably less. Finally, while IQOS
comes in a variety of flavors, unlike JUUL all include a base of tobacco flavor which has limited appeal to
non-smoking youth. While IQOS is likely to evolve in future generations, in its present form is unlikely to
achieve the viral youth uptake witnessed for JUUL.

PMI's Adherence to its Corporate Marketing Standards
“Our marketing practices worldwide follow four core principles:”

1. We market and sell our products to adult smokers

2. We warn consumers about the health effects of our products
3. Our marketing is honest and accurate

4. We respect the law

Our research illustrates that PMI’s marketing of IQOS has strayed from its corporate standards
substantially. Its use of youth-oriented social media channels, trendy pop music festivals, and celebrity
influencers are misaligned with their commitment to exclusive “adult smoker” targeting. PMI’s claims
of cigarette cessation efficacy and the healthfulness of IQOS fail the “honest and accurate” standard.
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PMI’s efforts to circumvent indoor smoke free ordinances via its innumerable 1QOS Friendly Spaces (e.g.
in restaurants, bars) is incompatible with PMI “respect for law” doctrine.

As the world’s largest tobacco company (by dollar value) the company certainly has the
resources to compel adherence to its marketing principles across their entire international marketplace.
As a global company professing company-wide standards for its marketing should consistently sustain
its policies regardless of the permissiveness of the country in which its products are being marketed.
Their senior leadership of PMI in New York City and Neuchatel, Switzerland are fully accountable for the
marketing practices of its 77,000 employees wherever their products are sold. When investigative
journalist Chris Kirkham of Reuters in May 2019 revealed widespread use of underage social media
influencers to promote IQOS, PMI responded that: “No laws were broken . . . we set high standards for
ourselves and these facts do not excuse our failure to meet those standards in this instance.” While they
suspended their most visible influencer programs, youth appealing marketing continues worldwide. As
typical of tobacco industry, PMI only apologized and changed practice when caught and compelled by
public criticism and unwanted regulatory attention to correct their marketing excesses.

Regulatory Implications of IQOS Global Marketing

As Altria, through its reciprocal agreements with PMI, commences selling IQOS in America, we plan
to closely observe their marketing practices. As IQOS was only authorized by the FDA as a cigarette
equivalent, the brand is captive to all limitations placed on the marketing of traditional cigarettes such as
no advertising on radio or television and no flavors other than tobacco or menthol. The lack of FDA
authorization for IQOS modified risk claims means that they must tread lightly in promoting the use of
IQOS in smoking cessation. Recently, the FDA took action against JUUL for unauthorized marketing of
modified risk by using proxy terms such as “alternative” and “switch” as well as endorsements by smokers
claiming to have transitioned to JUUL from cigarettes. In response to an explicit FDA warning in late
September 2019, JUUL was compelled to end its “switch” campaign.

With the letter “Q” for Quit in IQOS’s name and its prominence throughout its marketing domains,
together with its globally pervasive heath and cessation claims, the FDA would be well justified keeping
IQOS off of the US market unless and until scientific evidence accumulates qualifying it for the modified
risk designation. The examples of IQOS advertisements submitted to the FDA during its approval were
notably restrained and most certainly did not convey the true nature of its promotional activities for the
brand globally. Indeed, given the excesses of IQOS marketing around the world, the FDA would have ample
public health grounds to either withdraw the 1QOS marketing approval or insist upon stringent post-
marketing monitoring with a low threshold to take it off the market if its promotional activities fall out of
bounds.

Prospects for IQOS Commercial Success

The business goal of PMI in creating 1Q0OS was to compensate for the declining revenue of its
globally dominant Marlboro cigarette brand via rising sales of its IQOS HEETs. In response to the
progressive decrease in cigarette sales, PMI has invested “over 56.0 billion in research, product, and
commercial development” of its portfolio of heated tobacco product line over the decade 2008 — 2018.
(ref. PMI Investor Information). Effectively, PMI has clearly made a big bet that its future vigor depends
upon the success of its HT products.

During the 3rd quarter of 2019, PMI’s global cigarette unit shipment volume declined 5.9%
(183,519M in 2019 versus 195,068M in 2018) while heated tobacco sales grew 84.8% (15,985M in 2019
versus 8,652M in 2018). (ref Bloomberg 3rd Q 2019). While IQOS is showing an impressive growth rate
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it still represents a small fraction of PMI’s worldwide cigarette sales. PMI reports estimated number of
users of 1QOS has grown from 2.9M (Q1 2017) to 12.3M (Q3 2019). However, unlike Marlboro smokers,
a sizable fraction of 1QOS users do so only part time and continue to use their customary cigarettes in
parallel.

Being first to popularize HT over the mass market may confer PMI an advantage. Positive
indicators for IQOS market position include its rapid growth in selected markets (e.g. Japan, Russia) and
its early FDA approval in the US at a time when many vaping products have yet to even submit
applications. Growth in PMI’s customer base may occur if IQOS captures cigarette smokers of
competitors’ brands. PMlI’s “Smoke Free World Campaign” public relations effort may sway the public
and regulators to enable the IQOS brand to enjoy wider latitude in marketing and tax advantages
compared with combustible products.

However, it is far from certain that over the long-term HT products will prove successful, or that
PMI will lead the pack even if it does. The profit margin for current generation HT products is almost
certainly lower than for traditional cigarettes. With a slim margin, downward pressure on price is a threat
to PMI’s profitability. The sales price of the IQOS device is quite high: 1QOS 2.4 (UK 59£, Germany 60€,
Canada $102, Japan ¥4,980); 1QOS 3 (UK 89£, Germany 89€, Canada $147, Japan ¥9,980). (PMI Investor
Information. October 2019). The current price of IQOS HEETS is approximately the same as a pack of
Marlboros. As numerous competitive HT products emerge on the market, PMl is likely to have difficulty
in sustaining these price levels. In addition, 1QOS is taxed favorably in many countries compared to
cigarettes, a circumstance which is unlikely to sustain as the market share for HT and vaping products
increases and governmental revenues decline.

The growth of IQOS has been driven by intensive marketing which, no doubt, has incurred large
expenses. Their sales workforce includes an army of coaches, brand ambassadors, and influencers. They
have hosted many hundreds of luxurious 1QOS promotional parties at which PMI hired popular
entertainers. Physical locations such as 1QOS stores, boutiques, lounges, cafes, shopping center popups,
and co-working spaces do not come cheap. Many are located in premier shopping locations with high
rents. The sophisticated interior design of these facilities must be costly. Paying innumerable restaurants
and bars incentives to carry “IQOS Friendly” signs adds up. 1QOS also maintain clubs and offers discounts
and promotions both to reward brand loyalty and to recruit new users. All of this means that the high
customer acquisition costs of IQOS may not be sustainable.

Cannibalization of existing customers from among PMI’s current cigarette smokers is likely
adverse to the bottom line. The co-branding of its flagship cigarettes brand Marlboro and IQOS Marlboro
HEETS may tend to foster this conversion. Worse still, some smokers may use IQOS as a bridge to tobacco
cessation. The categorical exclusion of emerging tobacco products from the world’s largest markets,
China and India, is another challenge to sustained growth.

Competition is a major threat to 1Q0S. In the HT category, PMI faces steadily increasing
competition from other major tobacco company HT brands such as Glo (BAT), Pulze (Imperial), and Ploom
(JTI). Technically innovative startups are also infringing on this space. Some brands make 1Q0S
compatible sticks, which undersell HEETS. This is important as the profits in HT lie in the consumables
rather than the device.

Ultimately, the largest competitive threat to IQOS may prove to be vapor-based nicotine delivery
systems which are cleaner, less complicated to use, and require less maintenance. Refillable vaping
systems offer much lower cost for the equivalent nicotine delivery of a pack of Marlboros (or IQOS HEETS).
The limited attractiveness of IQOS to youth may have long term pipeline implications. Vapor products
are likely to remain favored by youth due to their simplicity or use, sweet and fruity flavors, lack of
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tobacco flavor, reduced harshness, and lower cost. If PMI’s campaign to undermine smoke free laws
become effective, resulting in emerging tobacco product use in bars, restaurants, and even workplaces,
vaping products will also benefit. Faced with stiff competition from the vaping segment, HT well may not
succeed in becoming a dominant part of the tobacco marketplace.

Limitations of this Study

While this white paper provides a comprehensive picture of 1QOS Global marketing through
February 2020, it is certainly not exhaustive. As we do not have access to PMI’s marketing plans for 1QOS,
our study of its promotional activities is essentially a reverse engineering of the company intentions
through study of their consumer facing promotional activity. Fortunately, with the vast quantity of
material amassed over our 10 month study, we feel that we have sufficient insight to make many
important inferences and to reach informative conclusions.

We acknowledge that many additional events, social media channels, influencer/brand
ambassador programs, point of sale promotions, etc. may well exist for IQOS that our research did not
uncover. Indeed, over the course of this study we continually discovered new 1QOS promotions and,
despite the impressive scope of what we uncovered, we suspect that much more 1QOS promotion may
be lurking in the corners of the internet and offline.

A particular area of limited visibility is what 1QOS salespeople (coaches and brand ambassadors)
say to potential customers. While PMI specifies guidelines for their employees, we strongly suspect that
one-to-one and small group marketing conversations routinely transgress boundaries regarding the
healthfulness of IQOS and its efficacy in achieving smoking cessation. Even adhering to the PMI party line
on these important issues strays far from what is supportable by the scientific evidence.
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PMI claims that the brand name 1QOS has no meaning, but it is widely understood to mean “I Quit
Ordinary Smoking.” 1Q0S marketing universally emphasizes its signature tobacco leaf shaped letter “Q”
(e.g. Qreator, Qollection, Qoins, DisQovr, Q-lab) and its promotions feature tobacco cessation

messaging, health reassurance, and testimonials from former smokers. PMI trademarked its distinctive leaf
shaped “Q.” (https://trademarks.justia.com/862/70/q-86270726.html)
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The tobacco leaf shaped letter “Q” is prominently featured in IQOS stores. The pervasive emphasis on
the letter Q makes it obvious that IQOS is being promoted as a means of “quitting” tobacco products.
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https://www.behance.net/gallery/33712684/1Q0S-Flagship-Store-Chiado-Lisboa-Philip-Morris

IQOS Logo with a notable highlight emphasis upon the letter Q.
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Synopsis of IQOS Global Marketing

IQOS has been promoted globally via comprehensive and layered series of campaigns designed
to envelope potential customers via multiple media channels, influencers and celebrities, sophisticated
retail environments, and numerous hosted events and sponsorships.

Product Name:
IQOS: “i” as in iPhone/iMac/iPad to connote intelligent.
Widely believed the initials stand for “/ Quit Ordinary Smoking” —company denies.
“Q” is shaped like a tobacco leaf
The letter Q (quit) permeates IQOS marketing: Qollection, Qreators, Qoins, DISQOVR, Q-Labs

Packaging:
Charger shaped as a rounded rectangle like an iPhone.

Retail:
Stores designed to convey high tech and luxury. Closely imitate Apple stores.
Some packaging mimics Tiffany.

Slogans:
Quit without using the word: “This changes everything” “Alternative” “Switch.”
Video testimonials: Smokers praise 1QOS for helping them “Switch”
Heath Messages: “95% less don’ts,” “Clean,” “Steam.”
“Smoke free — vapor free.” But 1QOS produces both smoke and vapor.
Social Appeal: “This changes your kisses” “Hello beauty”

Flavors:
Flavors: Mint, nutty, citrus, vanilla, cocoa, herbal, etc.
Names by colors, not flavors (Sienna, Amber, Yellow, Blue, Turquoise, Purple, Green Zing)
Described as: “Zesty & fresh” “Refreshing & cooling “Rich & warm” “Blueberries & forest fruit”
Food pairing, famous chefs — suggest complimentary coffee and chocolate flavors.

Free Samples:
Given in stores, parties, and events. Sales staff teach how to use device, try out flavors.

Events:
Hundreds of branded promotional activities: splashy parties, music events, dances, etc.

Sponsorships:
Film festivals, food & wine festivals, fashion shows, motorsports, etc. (children sometimes present)

1QOS Friendly Places:
Branded cafes & lounges — escape smoke free laws — reinforces “not smoke” messaging.

Social Media:
Instagram, Facebook, Twitter, etc. Youth oriented online communities.
Much like traditional tobacco ads: Lifestyle - make IQOS part of everyday life
Food, coffee & tea, alcohol, social situations, feminine -masculine, romance, sports,
technology, pleasure, relaxation, holidays, nature, etc.
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1QOS Hashtags:
#iqos, #igosfriends, #iqosstories, and #iqoslovers — have millions of interactions

Influencers:
Social media stars with large following paid to praise 1QOS.

Brand ambassadors:
Paid employees or volunteers who promote 1QOS and offer discounts, freebies, and invitations.

1QOS Coaches:
Marketing employees who sometimes hangout in public areas and at events — have sales quotas.

Celebrities:
Actors, musicians, artists, fashion models, chefs, professional drivers, paid to praise 1QOS.

TV Program:
Company sponsored popular Japanese comedians who discussed their IQOS use.

Youthful Models:
Especially used in permissive countries such as Romania, Ukraine, Russia, Japan.
Marketed 1QOS at Tel Aviv University’s Student Day a campus Event in May 2019

Refer a Friend:
Get a reward for recruiting a friend — family members especially encouraged.
Effectively recruits users to join IQOS marketing team.

1QOS Clubs:
Affiliation clubs reward brand loyalty.
Earn “Qoins” for exclusive events, special perks and IQOS accessories or devices. (note “Q”)

Discounts:
e.g. 575 off coupons for device. Profits in consumables.

Rewards Programs:
Silver, gold, & platinum levels like airline programs based upon purchases

Brand Extensions:
Designers high heels, back packs, purses, etc. Called Qollection by Qreators (note “Q”)

Life Insurance (Reviti):
Life insurance company created by Philip Morris International to market 1QOS
Offers 25% discount for 1QOS users: “bringing life back to insurance.”

Magazine Partnerships:
Favorable media commissioned through Cosmopolitan, Vogue, Vice, Pink, Focus, Daily Mirror, etc.

Vanity Awards:
PMI purchases “awards” from companies, especially those “honoring” businesses for their
environmental practices.

PMI Foundation for a Smoke-Free World:
“We’re giving up cigarettes”. “A tobacco company that actually cares about health”
An 1QOS promotional campaign disguised as a noble public heath gesture by the Marlboro maker
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SecTioN . 1QOS “HeAT NoT BURN” NICOTINE DELIVERY SYSTEMS

Introduction

The tobacco industry faces a dilemma in the US marketplace. According to the Centers for Disease
Control and Prevention, cigarette smoking among adults has declined from 20.9% in 2005 to 14.0% as of
2017, a 67% decrease from 1965. (Ref CDC adult smokers) In 2017, this represented a population of
some 34.3 million adult smokers, which although still a sizable market, represents an inexorably declining
population of consumers year over year. As sales volume has dropped, financial performance has
primarily been maintained through price rises, a compensatory tool that cannot be sustained
indefinitely. (Ref CDC tobacco economic trends) As their markets become ever more anemic, major
tobacco companies are seeking ways to reinvigorate their flagging sales. The flourishing American e-
cigarette market, largely initiated by small independent companies, lately has increasingly become
dominated by major tobacco companies: RJ Reynold (Vuse), British American Tobacco (Vype), Imperial
Tobacco (Blu), and Altria (JUUL).

In their quest for growth via new products, traditional cigarettes and e-cigarettes are being joined
in the marketplace by a new category called heated tobacco products (HTP). This technology involves
heating specially treated shredded leaf tobacco which is made to smolder but not to combust. A burning
cigarette reaches a temperature of @900 degrees Celsius at its tip, whereas HTPs heat only to about
250-350 Celsius. In many cases, the shredded tobacco is immersed in generous doses of an aerosolizing
vehicle, such as glycerin, often comprising 50% of the consumable product by weight. This contrasts
with e-cigarettes that are almost entirely a liquid mix of propylene glycol and glycerin doped with
nicotine derived from tobacco, but no actual leaf. In a sense, HTPs are a hybrid, containing components
common to both e-cigarettes and traditional cigarettes. Because of its lower temperature and lower
delivery of harm causing chemicals, tobacco companies promote HTPs as having reduced risk. However,
lesser toxicity is not the equivalent of reduced risk of human disease, a conclusion that can only be
justified via long term clinical studies.

Forerunners of today’s HTPs were marketed briefly in the 1980s and 1990s but uniformly failed
in the marketplace. (see discussion below). The most popular of today’s HTPs are derivatives of these
earlier attempts. The San Francisco startup PAX Labs launched two HTPs: Ploom (2010) and PAX (2012)
several years prior to launching their immensely successful e-cigarette JUUL in 2015. Ploom is now
predominantly marketed in Japan, and PAX is principally used with marijuana (“dry herb vaporizer”).

Philip Morris International (PMI) introduced IQOS (I Quit Ordinary Smoking) in Italy and Japan in
2014. As of late 2019, IQOS is marketed in 52 countries around the world. In May 2017, the FDA received
PMI’s application to introduce 1QOS to the US market as a modified risk tobacco product (MRTP). In
January 2018, the Federal Drug Administration (FDA) denied PMI’s application citing insufficient
evidence of reduced risk. The FDA authorized an amended application on April 30, 2019, for marketing
IQOS as a cigarette product, but did not endorse the Philip Morris claim of reduced risk. (ref FDA April
30, 2019) The application for IQOS modified risk claim is still under consideration by the FDA. 1Q0S was
introduced to the US market in September 2019 with the city of Atlanta as its initial test market.

In approving 1QOS to be offered in the US market, the FDA indicated that it expected the
marketing to adhere to that in force for cigarette products, including not advertising on radio and
television. The FDA clarified that it expects clear boundaries to the brand’s marketing. “You include
representations about your marketing plan for your products in the United States and indicate that you
intend to focus marketing on adult cigarette smokers while limiting reach to unintended audiences. FDA
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encourages you to consider measures to limit youth-exposure to any of the products’ labeling,
advertising, marketing, and/or promotion appearing in print media publications. Limiting youth exposure
and initiation and use of the products as you have indicated in your PMTAs (i.e., complete switching to
IQOS by adult cigarette smokers) are important components of consideration for the marketing of these
products to continue to be appropriate for protection of the public health.” (ref FDA Marketing Order)

With IQOS entering the US marketplace in fall 2019, the purpose of this paper is to examine the
global marketing of 1QOS over its first 5 years to examine how well the company’s promotion of this
newly introduced brand aligns with the FDA’s guidelines.

Reduced Risk Tobacco Products:

The concept of reduced risk tobacco products has long been controversial in public health circles.
(refs Fairchild, Pederson, Gray) Many experts have resisted the introduction of reduced risks tobacco
products as they sustain nicotine addiction, preferring an emphasis on cessation rather than transition
to an alternative product. The fact that many of the “reduced risk” products introduced to the market
over the last 70 years, such as filters, have proven ineffective has reinforced skepticism when a tobacco
company makes a claim of modified risk. An illustrative example of reduced risk marketing was Omni
cigarettes, introduced by Vector Tobacco Group in 2001. Omni marketed with the bold, and scientifically
unsupported, claim of having lower carcinogens. The manufacturer added the catalyst palladium to
improve the completeness of combustion, theoretically decreasing tar due to incomplete combustion.
(ref. Hughes)

There is a lengthy history of tobacco companies claiming reduced risk for their cigarette brands
while paradoxically maintaining that smoking is harmless. Patrick Sheehy, the former chief executive of
British American Tobacco, wrote in 1986: "In attempting to develop a 'safe’ cigarette you are, by
implication, in danger of being interpreted as accepting the current product is unsafe, and this is not a
position that | think we should take.” (ref Parker-Pope) Given the heavy burden of smoking, in terms of
both death and disease, these claims amounted to disingenuous efforts to reassure customers to keep
smoking despite the steadily increasing awareness of the adverse consequences of doing so. During the
first half of the 20" century, tobacco companies made overt claims in their advertising that smoking their
brand was healthful and even health giving. (see historical cigarette advertising collection at
tobacco.stanford.edu)

During the latter half of the 20t century, filters were heavily promoted as a means of protecting
the smoker even though they had no such effect. During this period, and into the early 21 century,
proxy terms for reduced risk predominated. More popular among the innumerable slogans connoting
reduced risk terms were: light, super light, ultra light, mild, fresh, gentle, pure, clean, and toasted. Brand
names were also used to convey a reduced risk message such as: True, Vantage, Merit, Fact, and
Advance. During the 1970s and 1980s, many brands advertised that they were lower tar and/or lower
nicotine, assertions which were defeated by increased puffing on the part of the smoker. In 2009, the
US Congress passed the Family Smoking Prevention and Tobacco Control Act, which banned many proxy
terms for reduced risk in cigarette advertising. (ref Family Smoking Prevention and Tobacco Control Act)
Contemporary terms such as natural, organic, and no additives still appear along with numerous other
subtle techniques that continue to flow from creative advertising agencies. For illustrations of the
history of reduced risk advertising, see section 20.

Philip Morris, the maker of IQOS, has a long history of soliciting scientists to conduct experiments
in support of advertising slogans professing reduced risk for their brand versus other cigarettes. (ref
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Jackler and Samji) This company, and many others, have systematically sought to escape the attempts
made by regulators to impede false health claims. The example of Philip Morris’s Marlboro Lights is both
informative and of special relevance as it is recent. Marlboro Lights were introduced in 1972 and banned
38 years later, in 2010, as the result of the 2009 Family Smoking Prevention and Tobacco Control Act.
Marlboro substituted “Gold” for “Light” and “Silver” for “Ultra-light” while sustaining similar package
coloration and design. By substituting color for brand name descriptors, 92% of smokers were still able
to recognize their usual brand as ‘light” a year after the ban. (ref Connolly)

1QOS Technology:

In May 2019, Philip Morris CEO André Calantzopoulos indicated that the company had invested
S6 billion in alternative smoking technologies. (ref. Williams) 1QOS heats tobacco leaves at a lower
temperature than traditional cigarettes (@ 300 vs. 900 °C). (FDA PMTA Coversheet IQOS) A visible vapor
is produced by the chemical doping of the tobacco leaves with chemicals such as glycerol (26% by weight
compared to 1-5% in a cigarette) and propylene glycol. PMI claims that IQOS does not emit smoke. This
claim is important to 1QOS both to differentiate the product from cigarettes but also to bolster the
company’s contention that its use should be allowed even in places where “smoking” is prohibited.
Chemical analysis of the cloud emitted through the use of IQOS showed that IQOS contains elements from
pyrolysis and thermogenic degradation that are the same harmful constituents emitted by conventional
tobacco cigarette smoke. (ref Auer) The tobacco containing element, which resembles a shortened
cigarette, is marketed as either HEETS or Marlboro HeatSticks. Unlike conventional cigarettes, it is not
burned and is discarded whole after use.

1Q0S “heat not burn”™ technology illustrated.
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Some 1QOS tobacco sticks are branded as HEETS while other carry the Marlboro name.
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1QOS Nicotine:

IQOS delivers to the consumer a similar dose of nicotine to that in a conventional cigarette,
although it contains less tobacco leaf (320mg vs 550-700mg). (ref Farsalinos) In contrast to conventional
cigarettes, free-base nicotine is virtually absent. (ref. Meehan-Atreash) The experience with e-cigarettes
is that free-base nicotine is more bitter than more acidic forms (nicotine salts) and is equally well
absorbed by the lungs.

1QOS delivers to the consumer a similar dose of nicotine to that in a conventional cigarette
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Note: These data alone do not represent a claim of reduced exposure or
reduced risk
Source: PMI Research & Development (PMI Investor Day, June 26, 2014)

https://philipmorrisinternational.gcs-web.com/static-files/1c8329b8-4a02-438e-b2df-a615e0253cfa

Evolution of the 1QOS Product Line:

Since its launch 1QOS has evolved through several generations (e.g., IQOS 2.4, IQOS 2.4+, 1QOS 3,
IQOS 3 Duo). The product is currently available in 2 versions. The earlier versions including 1QOS 2.4,
IQOS 2.4+, IQOS 3 have three main components: a heated tobacco stick, an IQOS holder, and a separate
charger. In late 2018, PMI launched the 1QOS 3 Multi, which is a sleeker and integrated product that
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allows the tobacco stick cartridge to be inserted directly into the device without the need for a separate
charger thus improving the portability and stealthiness of the device. A study of consumer perceptions
of evolving 1QOS designs, particularly linking versus separating from traditional cigarette brand
iconography revealed that the evolving design of packaging can imply modified risks to consumers. (ref
Lee)

Since its launch 1QOS has evolved through several generations.

IQOS Device Progression
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1QOS Flavors:

There are two brands of tobacco sticks that are compatible with IQOS: Marlboro HeatSticks and
HEETS. Marlboro HeatSticks launched alongside the 1QOS device in 2014 and are prominent in Japan,
while HEETS is an updated and more recent version. HEETS flavors are named after colors (Bronze,
Sienna, Amber, Yellow, Blue, Turquoise, Purple, Forest Green, and Cool Jade). Marlboro HeatSticks
flavors sound more like cigarettes: Smooth Regular, Balanced Regular, Menthol, Mint, Purple Menthol,
Yellow Menthol, and Tropical Menthol.

The descriptions of these flavors as well as their names are purposefully vague and avoid
traditional flavor categories by using descriptors like “wooden, balanced, and fine.” Most of these flavors
are variations of tobacco. For example, Tropical Menthol is a fruity flavored menthol variant that is
currently available only in Japan. The launch of Tropical Menthol was highly advertised and branded as
a collaboration with famous Japanese pastry chef Sadaharu Aoki. An article on the Japanese 1QOS page
explains how Chef Aoki created the new flavors modeled after macaron cookies; customers got the
chance to pair the new Tropical Menthol flavor with Aoki’s macarons at a tasting event.

Although the 1QOS tobacco sticks are usually not advertised as food flavored, they are often
displayed alongside food similar to the macaron event. Events in Japan have encouraged customers to
pair HeatSticks with chocolate and coffee, and IQOS advertising worldwide showcases IQOS alongside
meals and alcohol. These campaigns normalize and connect IQOS to minor vices like drinking coffee or
enjoying a sweet treat.
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Flavor Descriptions from 1Q0OS Websites.

Flavor Name Description*
Amber Roasted tobacco blend with a balanced and rich taste with light aromatic
tones of wood and nuts
Yellow Smooth, refined with a subtle citrusy taste that delivers a sophisticated,
beautifully balanced tobacco taste enhanced with light herbal notes
Turquoise Cool menthol flavor with a lightly roasted tobacco blend enriched with
slightly spicy aromatic tones
Bronze Deep, rich and intense, it delivers a full and satisfying tobacco taste
sensation infused with cocoa and dry fruit aroma notes
Blue Has a tobacco flavor enriched with strong cooling menthol and subtle
vanilla tones
Sienna Intense with a woody essence that guarantees a well-rounded, balanced
tobacco flavor
Purple Wave A crisp cooling sensation infused with delicious aroma of dark forest fruits
Green Zing Crisp, zesty and fresh tobacco experience delight with a cooling menthol
taste sensation infused with citrus and spicy herbal notes
Tropical Menthol Fruity taste and the best balance of menthol. An elegant and refreshing
aftertaste
Frost Green Deep and refreshing menthol
Cool Jade Comfortable and refreshing menthol
Fresh Emerald A menthol feel

1QOS color coded flavor varieties.
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1QOS flavor varieties, prominently co-branded with Marlboro, on the market in Japan. Color coded

flavor varieties for IQOS HEETS, also labeled “from Marlboro.”
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These caddies in Japanese 1QOS stores allow customers to take individual HEETS of any flavor and try
them while they hang out, wait to see a sales representative, or spend time in the Signature

Cafe. (May 2019)
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“United Colors of HEETS” an emulation of the slogan for the clothing company United Colors of Benetton
— 20 different flavors from Europe and Asia.
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Many 1QOS flavors varieties align with Marlboro cigarette brands.
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Sales of 1QOS HEETS are rising rapidly. From PMI 4" Quarter 2019 Report

Well On Track to Deliver HTU Shipment Volume
Target of 90 to 100 Billion Units by 2021

60

billion units®@
in2019

(a) 59.7 billion units
Source: PMI Financials or estimates 7

Several 1QOS flavors have menthol flavoring. We have sampled IQOS menthol-flavored HEETS
and found them to be intensely minty in character. An article in Talking Retail in January 2020 reported
on the predicted effect of the May 2020 EU Tobacco Product Directive law banning sale of menthol-
flavored cigarettes from which heated tobacco is exempt.(Ref. Shrimpton) The article quotes Peter
Nixon, managing director at Philip Morris Limited opining that: “The menthol ban is a huge moment. It’s
a big risk for retailers and also a huge opportunity for retailers who prepare for it accordingly.” Nixon
quoted Philip Morris research indicating that 25% of menthol smokers will continue their present brand,
while 75% will look for an alternative, with 51% choosing menthol-flavored IQOS. PMI has created a UK
website for tobacco retailers to promote 1QOS as an alternative for menthol smokers. (https://menthol-
ban-retail.co.uk/)

PMI’s solicitation of UK retailers to push menthol flavored IQOS after the menthol ban from regular
cigarettes to take effect in May 2020.

From 20th May 2020, the only menthol
tobacco you can sell is HEETS*

== IQO0S

s addictivg

of menthol smokers said they would replace menthol
cigarettes with IQOS after the ban.

> " Nl THE NEW ALTERNATIVE FOR
MENTHOL SMOKERS. THE 1QOS REVOLUTION -
NEITHER VAPING

- NOR SMOKING [

https://menthol-ban-retail.co.uk/
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1QOS Colors

As part of its effort to appeal to fashion conscious consumers, PMI makes 1QOS available in an array of
colors. A proliferation of after-market protective covers and mouthpiece shells are available in online.

Q [l
My

At events and in their stores, IQOS makes extensive use of attractive models. In this case, each is
matched to the color of the IQOS depicted on the poster behind them.
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Market Growth of IQOS

As of the second quarter of 2019, PMI reported that IQOS was offered in 52 countries and that it
has an estimated 13.6 million users. (Ref PMI 2019 Second Quarter Results). The report features HEETS
share of the market in Japan, Korea, and Russia. In 2019, IQOS has achieved a 22% market share among
tobacco products in Japan. (ref Williams)

Global growth in 1QOS from the PMI 2019 Fourth Quarter Report.

Approaching 14 Million IQOS Users
(in millions)
Total IQOS users?

e Estimated users who have stopped
@  moking and switched to IQOS™ 10

Q3
2018

(a) See Glossary for definition
Source: PMI Financials or estimates, IQOS user panels and PMI Market Research

Global reach of in 1QOS from the PMI 2019 Fourth Quarter Report. Note that IQOS launched in the US in
September 2019.
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IQOS Available for Sale in 52 Markets Worldwide £
B Available for sale

2
P‘i\"

_
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(a) IQOS 2.4 Plus internationally, IQOS 2.4 inthe US.
Note: Status at February 6, 2020. Reflects markets where IQOS is available in key cities or nationwide. The number of markets includes Duty Free 17
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Aborted history of heated tobacco products in the 1980-90s

Although HTPs are just now establishing themselves as major players in the global tobacco
marketplace, a few attempts to bring HTPs to the market occurred in the 1980s and 1990s. The concept
of the “electric cigarette” was a lower risk nicotine delivery product which had no ashes and lessened
environmental smoke. The first HTP on the market was introduced by RJ Reynolds in the fall of 1988. (ref
Proctor) Premier (1988-1989) lasted only a short period in test markets due to poor consumer
acceptance. Its carbon element was intended to be lighted only with a pure butane lighter. Ignited by
other means, it had both an offensive smell and unpleasant taste (described as fungal and metallic
overtones). lts $300 million investment made it one of the most expensive consumer product launches
of its time. Kluger described the failure or Premier as “alongside the Edsel in the pantheon of American
marketing catastrophes.” (ref Kluger)

After taking Premier off the market, RJ Reynolds continued to evolve on its basic concept through
2 subsequent generations. Eclipse (1996-1997) and Revo (1998-2015) each of which had further refined
designs of carbon tipped heating element. The shredded tobacco was mixed with glycerin in about a
50:50 ratio and then heated to produce a nicotine rich aerosol. (ref. Slade) British American Tobacco
(BAT) acquired RJ Reynolds in 2017 and shortly thereafter applied to the FDA to offer an updated HTP
under the Eclipse brand name. (Ref Carver) The FDA authorized the application in 2018. (ref Abcede)

Philip Morris used an alternative HTP approach in its Accord (1997-1998) product by using an
electronic heating element. A device similar to Accord was marketed in Switzerland and Australia as
Heatbar. (ref Elias) As with earlier devices, it failed in the marketplace due to poor taste, harder draw,
and slower nicotine delivery than with conventional cigarettes. IQOS appears to be an evolutionary
derivative of Accord with a ceramic heating element rather than metallic. (ref Elias)

RJ Reynolds Premier (1988-9): The first heated tobacco product on the market used a carbon tipped
heating element.

ANEW CIGARETTE S ANATOMY
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RJ Reynolds Eclipse (1996-1997) was a derivative of Premier as was Revo (1998-2015).

y Discover the

difference.
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No lingering odot. B0% len secondhond smoke

The dilerence is worth discovering

Expansion of the Heated Tobacco Market Place

The success of IQOS in the marketplace was one factor that stimulated the proliferation of HTP
devices offered both by independent startups as well as by major tobacco companies. Every major
international tobacco company is now competing in the HTP market.
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A sampling of the heated tobacco products on the market in September 2019.
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Heated tobacco products are now offered by many leading tobacco companies. Ploom entered the market
in 2010, 1Q0S in 2014, Glo in 2016, TEEPS in 2018, and Pulze in 2019. (PMI- Philip Morris International, BAT-
British American Tobacco, Imperial — Imperial Tobacco, JTI- Japan Tobacco International).

Ssool

1Q0S TEEPS Pulze Ploom
(PMI) (PMI1) (BAT) (Imperial) (T
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Toxicity of IQOS —is it “Smoke free”?

It is generally accepted that 1QOS aerosol contains lower levels of harmful constituents than
combustible cigarettes. (ref. St Helen) The lower level of know harmful chemicals found to be present in
cigarettes does not exclude other toxicities unique to the heated tobacco process. (Ref Davis). An in vitro
study showed comparable toxicity of IQOS and cigarettes on bronchial epithelial cells and lung fibroblasts.
(Ref Davis) Toxicity analysis alone is not sufficient to established reduced risk in humans, a conclusion
that can only be established through assessment of biological interactions and clinical studies. (ref
Popova) Long-term studies have yet to be conducted that compare disease rates of 1QOS users to
smokers.

IQOS marketing claims that the product is “smoke-free.” The aerosol in IQOS is rich in water and
glycerin, formed primarily via evaporation and distillation. (ref. Gasparyan) However, volatile organic
compounds, polycyclic aromatic hydrocarbons, and carbon monoxide are present in 1QOS aerosol
indicative of pyrolysis and thermogenic degradation. (ref Auer) Smoldering leaves at temperatures below
the threshold for combustion can nevertheless emit smoke. Auers et. Al. argued that “Dancing around
the definition of smoke to avoid indoor-smoking bans is unethical.” (ref Auer)

Because of the negative press focus upon both traditional cigarettes and increasing vaping among
youth, 1QOS seeks to position itself as neither smoke nor vapor by using the descriptors: “smoke-free”
and “vapor-free.” In reality, IQOS is a hybrid product with attributes of both combustible cigarettes and
e-cigarettes. Rather than being smoke and vapor “free” IQOS shares attributes with both cigarette
categories. PMI’s description of IQOS as a “heat not burn” device is part of its marketing strategy intended
to reinforce its “smoke-free” descriptors. A more accurate term for the category would be “heated
tobacco” product.

Not a vape. Not a cigarette.

IQOS is a new alternative to smoking that heats tobacco rather
than burning it. IQOS produces 95% less harmful chemicals
compared to cigarettes.* By using real tobacco instead of liquid,
1QOS delivers a more familiar and satisfying tobacco experience.
80% of smokers who try IQOS for 7 days switch completely from

cigarettes.**

AVAILABLE ON
IQOS TRIAL

Click here

Source: ** Philip Morris Limited consumer insights data. Based on regular SMS conv

g the period 10/11/2018 - 06/06/2019 *

e) compared to the smoke of a reference cigarette (3R4F). It does not necessarily

Smoking cessation ability of 1QOS

On April 30, 2019, André Calantzopoulos CEO, Philip Morris International, stated:
“In just two years, 7.3 million people around the world have abandoned cigarettes and switched
completely to 1Q0S.” (ref PMI press release April 30, 2019). This seems highly optimistic as PMI’s data
indicates that there are only 11 million users of IQOS globally (see Q2 2019 PMI chart above). Many users
of 1Q0S will continue to use it along with regular cigarettes. (ref. McKelvey) In a small study from Korea,
all of the current 1QOS users were concomitant cigarette users. (ref Kim) A larger Korean study with
21,000 participants showed that among heated tobacco product users 96.25% were dual users of
cigarettes and only 1.6% were single users. (ref Hwang). The author concluded that contrary to tobacco
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company’s claims, heated tobacco was not a substitute for cigarettes but rather complementary to them.
The concomitant use of cigarettes with a HTP was also true for Accord, the Philip Morris HTP predecessor
of 1QOS (ref Elias, Philip Morris.) Evaluation of IQOS’s largest market, Japan, shows a downward trend in
cigarette sales following the introduction of 1QOS, although the combined market remained stable. (ref
Stoklosa)

1QOS use by youth and never smokers

Studies from Korea and Italy have detected 1QOS use among those who had not previously
smoked. (refs Kim, Liu) One study estimated that among 739,000 Italians who had tried IQQOS, 329,000
were never smokers. (ref Liu) It concluded that in Italy, among adults with an intention to try 1QOS, the
number of non-smokers exceeds that of current smokers. Among Italians surveyed, 7.7% of current e-
cigarette, 2.9% of ex e-cigarette users, and 1.2% of never e-cigarette users have tried IQOS. InaJapanese
study, heated tobacco users were current cigarette smokers (67.8%) or former smokers (25.0%) while
only 1.0% were never smokers. (ref Sutanto) These data suggest that heated tobacco is a potential
gateway to nicotine addiction, but the frequency is not yet clear. Heated tobacco appears to have the
potential to reclaim lapsed smokers.

As e-cigarettes have spurred nicotine addiction among underage youth, it is relevant to evaluate
youth interest in and use of IQOS. Concern over the youth appeal of IQOS has been raised by product
design, packaging, flavors, and advertising. (refs. McKelvey, Hair) A 2017 survey, revealed 7.0%
of youth awareness of IQOS (England=5.6%, Canada=6.4%, and USA=9.1%), and 38.6% expressed interest
in trying the product. (ref Czoli) Clearly, additional studies are needed to evaluate whether IQOS and
other HTPs parallel the robust youth update of e-cigarettes or do so to a lesser extent.

Consumer Acceptance of IQOS

Numerous IQOS reviews appear on online channels such as YouTube. Most from purveyors of tobacco
products and habitual tobacco product reviews are positive. Many of the laudatory critiques include
purchase links. Vaping companies, JUUL being a notable example, have offered affiliate programs in
which authors of favorable reviews were given custom URL for purchase. This link generates a cash
payment to the author, typically a percentage of the purchase price. It is not clear whether PMI engages
in this practice, but it would not be surprising if it did so given the aggressive scope and scale of its IQOS
promotional activities.

There are few sources of independent consumer reviews. An analysis of reviews of IQOS on various
Trustpilot websites showed that a majority of viewers rated the product as “poor” or “bad.” The most
common complaints among reviewers included challenges consumers faced in using the product,
defective heating blades, poor charging, difficulties in cleaning the device, problems registering the
device, and unresponsiveness of IQOS coaches following the conclusion of the IQOS free trial period.

Consumers may find 1QOS is a rather complicated system to use. It requires pre-warming before
use and early generation IQOS models had sufficient charge for only a single Heatstick before it needs
reenergizing (for 6 minutes) in its charger. In addition, it needs to be maintained with a special tool for
cleaning away built up char. Quite a few have commented about breaks in the heating blade. According
to RBC Capital Markets analyst Nik Modi (quoted in the Wall Street Journal): “Consumer feedback on the
device has been poor. It takes too long to ‘learn” about what IQOS is and how it works. On top of that,
the heat sticks retail for the same amount as a pack of Marlboros.” (ref Maloney)
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1QOS customer reviews on Trustpilot (February 1, 2020)
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1QOS customer reviews on German Amazon (February 1, 2020)
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SECTION 2: STRATEGIC SETTING OF IQOS (PHILIP MORRIS INTERNATIONAL-ALTRIA-JUUL)

PMI-Altria relationship

Philip Morris, the maker of Marlboro cigarettes, was renamed Altria in 2003. PMI was spun off in
2008 with Altria marketing the corporation’s tobacco brands in the US and PMI marketing the same brands
globally. For example, the world’s leading cigarette brand (Marlboro) is marketed by Altria in the US and
globally by PMI. A dominant motivating factor for the spin-off of PMI was the burgeoning legal liability in
the US and concern over potentially increased governmental constraints on the tobacco industry. Even
though it does not sell products in the US, PMI has its headquarters in New York City. Altria and its
subsidiary, Philip Morris USA, are headquartered in Richmond, Virginia. In 2018, PMI was the largest
international tobacco company in the world based upon the dollar value of sales (529.6 billion), while Altria
was #4 (519.6 billion). (ref Statistica) The world’s largest producer of tobacco by volume is China National
Tobacco Corporation, a state monopoly.

Over the years since they split, the daughter companies of the legacy Philip Morris, PMI and Altria,
have negotiated reciprocal agreements to address intellectual property licensing, regulatory engagement
and contract manufacturing around emerging technologies. In a 2013 agreement, Altria provided PMI
with an exclusive license to commercialize Altria's e-vapor products internationally. In a reciprocal
agreement, PMI provided Altria the right to market PMI's heated tobacco products (ie. IQOS) in the United
States on an exclusive basis. According to Wells Fargo’s Bonnie Herzog: “Importantly, Altria plans to
leverage Philip Morris’ extensive international sales force, which should further accelerate global
distribution of its e-cigarette technology and set the stage for Philip Morris/Altria to establish global market
leadership in reduced-risk tobacco products.” (ref Herzog CS News 2014)

In 2015, PMI and Altria extended their relationship to encompass joint research, development, and
technology-sharing. The expanded relationship specifies exclusive technology, cross-licenses, and
collaboration in addressing regulatory matters. In September 2019, PMI and Altria were in discussions
exploring the possibility of a re-merger of the companies. However, as the JUUL investment plummeted
in value due to intense regulatory attention, PMI withdrew from these negotiations.

PMI-Altria reciprocal agreements from the Altria Annual report for 2018.
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Altria Annual report 2018

In December 2013, Altria Group, Inc.’s subsidiaries entered into a series of agreements with Philip
Morris International Inc. (“PMI”) pursuant to which Altria Group, Inc.’s subsidiaries provide an exclusive
license to PMI to sell Nu Mark’s e-vapor products outside the United States, and PMI’s subsidiaries
provide an exclusive license to Altria Group, Inc.’s subsidiaries to sell two of PMI’s heated tobacco
product platforms in the United States.

Further, in July 2015, Altria Group, Inc. announced the expansion of its strategic framework with PMI to
include a joint research, development and technology-sharing agreement. Under this agreement, Altria
Group, Inc.’s subsidiaries and PMI will collaborate to develop e-vapor products for commercialization in
the United States by Altria Group, Inc.’s subsidiaries and in markets outside the United States by PMI.
This agreement also provides for exclusive technology cross licenses, technical information sharing and
cooperation on scientific assessment, regulatory engagement and approval related to e-vapor
products.

http://www.altria.com/AnnualReport/2018/index.html
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Altria-JUUL Relationship

From the time of its introduction to the marketplace in June 2015, e-cigarette startup JUUL
steadfastly maintained that it was not “big tobacco” and that its goal was to disrupt the tobacco industry
by technological innovation and thereby “improve the lives of a billion smokers.” Many observers were
surprised when, on December 20, 2018, it was announced that major tobacco company Altria was taking
a 35% stake in JUUL for $12.8 billion, establishing a valuation for JUUL at $38 billion — most impressive for
a startup only 3 % years from its inception. Analysts who have observed the business practices of JUUL
founders James Monsees and Adam Bowen would have recalled that they sold their predecessor to JUUL
(Ploom), a heated tobacco product, to Japan Tobacco in 2015. Thus, the 2018 JUUL-Altria junction should
not have been entirely unanticipated.

The Altria-JUUL agreement is broad in its scope. Altria committed not to compete with JUUL for
at least 6 years, meaning that it will not sell any other e-cigarette brand. (Ref JUUL-Altria 8-K, Altria 2018
Annual Report) On December 7, 2018, in anticipation of the yet to be announced agreement with JUUL,
which became public on December 20, 2018, Altria discontinued the sale of its e-cigarette brands Green
Smoke and Mark Ten. Although Altria maintained at the time that its relationship with JUUL was simply
as an investor, the fact that it agreed to abandon its e-cigarette brands save for JUUL strongly suggested
that JUUL was envisioned to become an essential component of the Altria brand family.

The agreement envisioned co-location of JUUL and Altria’s cigarette brands across Altira’s
enormous network of retail shelf space (ie. adjacency of Marlboro and JUUL). Altria controls some
230,000 retail locations in the US. In addition, the agreement specifies that JUUL can be promoted both
on the exterior and interior of Altria’s cigarette packs — a practice which came to pass (see illustration
below). Altria’s highly skilled legal and regulatory teams were considered to be of value to JUUL as it
defended numerous class action and individual lawsuits as well as the innumerable local, state, and
federal governmental attempts to regulate its products.

In late September 2019, JUUL CEO Ken Burns, who had joined the company from Chobani Yogurt
in December 2017, stepped down in the face of a maelstrom of adverse publicity and threatened
regulatory intervention. He was replaced as JUUL CEO by K.C. Crosthwaite, Senior Vice President and
Chief Strategy & Growth Officer of Altria. At Altria, Crosthwaite played a key role in both the regulatory
applications and market launch of IQOS in the US. The appointment of a series of former Altria executives
to influential positions at JUUL acted to strengthen Altria’s control of the company.

December 2018 description of the Altria-JUUL relationship in Altria’s 2018 Annual Report.

" Altria and JUUL entered into a services agreement

" . pursuant to which Altria has agreed to provide JUUL

J U U l + & with certain commercial services, as requested by

Altria JUUL, for an initial term of six years. Among other
things, Altria may provide services to JUUL with respect
to logistics and distribution, access to retail shelf
space, youth vaping prevention, cigarette pack
Altria 2018 Annual report: inserts and onserts, regulatory matters and
government affairs.

Altria has also agreed to grant JUUL a non-
exclusive, royalty-free perpetual, irrevocable,
sublicensable license to Altria’s non-trademark
licensable intellectual property rights in the e-vapor
field, subject to the terms and conditions set forth in an
intellectual property license agreement between the
parties.

Altria has agreed to non-competition obligations
generally requiring that it participate in the e-vapor
business only through JUUL as long as Altria is
supplying JUUL services, which Altria is committed to
doing for at least six years
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Altria’s December 2018 investment in JUUL combines the leading US youth initiation cigarette with the

JUUL

leading youth initiation e-cigarette.
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In 2017, Marlboro had 40% share US with sales greater than the next seven leading competitors
combined. Among US high school students, Marlboro dominates with a 49% market share.

Centers for Disease Control and Prevention. Tobacco brand preferences.
https://www.cdc.gov/tobacco/data_statistics/fact_sheets/tobacco_industry/brand_preference/index.htm

Perks SN, Armour B, Agaku IT. Cigarette Brand Preference and Pro-Tobacco
Advertising Among Middle and High School Students - United States, 2012-2016. MMWR Morb Mortal Wkly Rep 2018,67:119-124,

In September 2019, the first instances of co-marketing of JUUL and Marlboro were identified in the US state
of Georgia. The coupon inserted into a Marlboro Gold pack offers 510 off of a JUUL device or starter pack

over a 2 month window of time.

WARNING:

This product
contains nicotine.
Nicotine is an
addictive chemical.
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Potential Implications of PMI-Altria-JUUL Collaboration

The dual conjunctions of PMI-Altria and Altria-JUUL have broad implications as they effectively
create a confluence of PMI-Altria-JUUL globally with potentially profound impact. In partnering with
JUUL, Altria discontinued its own e-cigarette brands and gave JUUL a non-compete agreement for 6
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years. PMI has minimal e-cigarette offerings and these are exclusively marketed in the United Kingdom.
In 2014, PMI acquired the UK brand Nicocigs. In 2018, PMI launch Mesh, again limited to the UK. This
implies that JUUL will be the dominant, and perhaps exclusive, e-cigarette brand globally across both the
PMI and Altria marketplaces. With their vast distribution network, potent marketing operation, and
control of huge swaths of retail shelf space, these agreements promise to expedite the globalization of
the American JUUL phenomenon.

In response to Altria’s investment in JUUL, the 2018 PMI Annual report stated: “In late 2018,
Altria announced that it will participate in the e-vapor category only through another e-vapor company
in which Altria has agreed to acquire a minority interest (i.e. JUUL). We intend to hold discussions with
Altria about e-vapor products following completion of its investment.” (Ref 2018 PMI Annual report) In
June 2019, PMI issued a press release in response to criticism: “PMI does not own any stake in Juul.
Altria does. PMI and Altria have been separate companies for over a decade. For these organizations to
assert otherwise is either lazy or a deliberate attempt to mislead.” (ref PMI Press release June 2019) By
August 2019, PMI had changed its tune with a press release stating: “Philip Morris International Inc.
Confirms Discussions with Altria Group, Inc. Regarding Potential All-Stock, Merger of Equals.” (ref PMI
Press release August 2019)

With JUUL being Altria’s only e-cigarette brand and PMI offering vapor products only in the UK,
the path forward for JUUL globalization appears wide open. With PMI marketing 1QOS globally and just
entering the US market, the goal of worldwide dominance of the HTP market appears within reach. The
dual goals of the globalization of JUUL and the Americanization of IQOS, coupled with the dominant
position of the companies Marlboro brand gives PMI-Altria-JUUL innumerable opportunities and
flexibilities in striving to stay atop a rapidly evolving tobacco industry. It seems clear that the strategic
partnership between PMI, Altria, and JUUL has the goal of dominating world tobacco market tobacco by
controlling category leading products in e-cigarettes (JUUL), heated tobacco (1Q0S), and cigarettes
(Marlboro).

PMI co-brands it IQOS “HeatSticks”” extending the reach of its dominant Marlboro brand into the heat
not burn category.

I Co-Branding of Marlboro and iQOS

PHILIP MORRIS
INTERNATIONAL

=lala] HeatSticks-

'%
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The combination of PMI-Altria-JUUL creates a potent combination of the three dominant products across
the spectrum of heated tobacco, e-cigarettes, and traditional combustible cigarettes. With combined
distribution, marketing, and retail shared shelf space, the clear goal of the combined entity will be to
dominate the marketplace for both emerging and traditional tobacco products.
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Altria — JUUL -Marlboro
Shared Retail Shelf Space

Integrated Worldwide Marketing

@ Stanford |stanford Researchiinto the
MEDICINE|Impact of Tobacco Advertising

A bidirectional ladder could be promoted by the alliance between PMI-Altria-JUUL which could encourage
graduation of youthful starters to initiate nicotine addiction via JUUL (or other flavored vaping product),
progress to 1QOS, and then to their traditional combustible cigarette products (eqg. Marlboro). Adult
smokers seeking to quit smoking could be encouraged to transition to either IQOS or JUUL. Note that
neither of these encourage withdrawal from nicotine addiction as cessation would lead to loss of the
customer to their brand family. Evidence is accumulating that the use of JUUL among teens leads to the
use of combustible cigarettes in a fraction of users. The efficacy of IQOS in transition smokers is not yet
proven through scientific study — most smokers who try IQOS continue to smoke as well. Some evidence
suggests that e-cigarettes may have limited success in helping smokers transition, although this may be
offset by dual use perpetuating nicotine addiction.

Youthful Starters g é
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JUUL becomes a tarnished brand, Altria retrenches, and PMI advances plans for its own e-cigarette

As JUUL has become increasingly subject to lawsuits and regulatory limitations in the US, due to
its viral uptake by youth, in early 2020 Altria distanced itself from JUUL by pulling back from its
agreement. (ref. USA Today) This followed JUUL’s halting sales of flavors, other than menthol and
tobacco, and a US Federal ban on sales of sweet and fruity pod e-cigarette flavors. Also motivating was
the fact that Altria’s 35% share in JUUL, purchased for $12.8B in December 2018, had declined by two
thirds in value to an estimated $4.2B by January 2020. (ref USA Today) Altria announced revisions to
the Altria-JUUL agreement, including insertion of financial tripwires for invalidating Altria’s e-cigarette
non-compete agreement. (Ref. Altria Revises Terms of JUUL Transaction) Given the brand’s challenges
in the US, JUUL’s most promising path forward may be via globalization, especially into markets with
permissive regulation.

It is conceivable that Altria and PMI may decide to forgo JUUL and promote their own vaping
product lines, perhaps in collaboration. PMI introduced the initial version of its e-cigarette MESH in
2016 and began test marketing in the UK in 2018. In May 2019, CEO Calantzopoulos suggested that PMI
may release its e-cigarette, under the IQOS brand name, to a wider market. It seems unlikely that in the
near future Altria will choose to market the present version of MESH in the US as the FDA has banned
the sale of flavored pod-based e-cigarettes (other than tobacco and menthol) until they have
undergone review and approval.

1QOS MESH which is limited to the UK, but may have broad international release in 2020.

This product
contains nicotine
which is a highly

addictive substance

From PMI 4t Quarter 2019 Report (February 6, 2020) with an “accelerated launch”
of MESH 2.0 in Q3 2020.

Launching IQOS MESH 2.0 Across Multiple Markets in 2020 %@

« Consumer misperceptions on e-vapor category, albeit moderating, still persist
» Now plan accelerated launch starting in Q3, 2020

» Notable international e-vapor market dynamics:
10 markets account for around 70% of total international adult users
Skew towards open tank systems; low degree of product differentiation
Low rate of full conversion (vs. heated tobacco products)

Majority of markets have nicotine concentration limits

* |QOS MESH 2.0 designed to address these dynamics and will
leverage our RRP commercial infrastructure and capabilities
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SECTION 3. MARKETING OF IQOS

Overall IQOS Marketing Strategy:

IQOS has been marketed via a combination of traditional advertising, digital promotion via web
and social media, sampling events, retail outlets, branded cafes and lounges, pop up displays,
sponsorships (eg sports, art exhibits), and brand extensions.

Philip Morris Consumer Analyst Group of New York (CAGNY) Conference (2/22/2017).

1QOS: Commercialization Approach

PHI RIS
INTERNATIONAL

Guided Trial IQOS Retail Outlets

IQ0S HEATCONTROL™
TREHNOLOGY

1QOS Embassies

Customer Care Programs E-commerce / Digital Marketing

RRPs") is the term PMI uses to refer 1o products that present, are likely to present, or have the potential to presen risk of harm to smo
ing

1QOS Product Name

IQOS brand name, sometimes written as iQOS, is widely described as an acronym for “I Quit
Ordinary Smoking.” However, PMI’s FAQs explain that 1Q0OSis “not an acronym but a brand name,
created to denote an innovative product.” According to PMI, 1QOS is pronounced (EYE-kose). The name
of the product sends two clear messages to smokers: reduced risk compared with cigarette smoking and
efficacy in smoking cessation through the transition to IQ0OS. Both of these implications are clearly at
variance with the FDA’s authorization for IQOS to enter the US market with the proviso that they do not
convey modified risk messaging. The lead “i” is meant to convey a high tech association (as in iMac, iPad,
iPod, iPhone). Alternatively, the “i” could also stand for “internet” or “intelligent.”

IQOS

The text in the 1QOS logo is blocky with rounded corners and has a bright green-to-blue gradient.
The letters’ shapes are bold and minimalistic but still comfortably soft-edged. In the same way, the color
gradation may represent change, but the change is subtle and gentle. These carefully balanced
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characteristics reflect 1QOS’s changing and switching narratives. The blue-to-green gradient connotes
nature, calmness, and water vapor, which in turn connote a lack of combustible cigarette smoke. The teal
color suggests the color scheme of the high-end jewelry company Tiffany & Co, which our evidence shows
the brand sought to emulate in its marketing.

Special emphasis in the logo is placed on the Q, which dips lower than the other letters. Note the
letter “Q” takes the distinctive shape of a tobacco leaf, perhaps a nod to tobacco leaves or IQOS’ natural
advertising theme. The Q is an important letter for the company, used in other IQOS-branded words such
as Qreator, Qoins, and DISQOVR. This use of an uncommon letter to replace C may be an effort to appear
unique, quirky, and modern.

1QO0S Hummingbird

The hummingbird is the symbol Philip Morris adopted for IQOS packaging and advertising. The
hummingbird is a symbol of vitality and innocence. Its speed and energy signify agility and health—
cleverly selected qualities intended to counter the product’s potential negative image due to health risks.
Its color scheme is the same blue and green as the logo text. Its almost constant motion symbolizes
change, a characteristic that aligns with 1Q0OS’s primary slogan, “this changes everything,” and the
company’s desire to be progressive and disruptive in its industry. The use of the bird and the color scheme
is reminiscent of Twitter’s blue bird logo, again creating a connection between 1QOS and technology.

The Hummingbird is the visual identifier of the IQOS brand.

In the 1QOS Users Guide, PMI explained its choice in the use of the hummingbird as its
iconography: “This promise and the revolutionary nature of the offer are encapsulated in the brand
tagline: 1QOS — this changes everything. Hummingbird: as a symbol of movement and transformation. In
ancient civilizations: hummingbird was the tobacco bird.” (ref. 1Q0S Users Guide) Hummingbirds are
pollinators of the tobacco plant and consume harmful insects, but they also have a role in the lore of
tobacco. A design document for an IQOS boutique suggests that the “unstoppable and untiring” constant
force of the hummingbird’s wings may subtly reflect the company’s persistence. (ref. GM Stand Design,
2018) The same document also hints at the bird’s image of innocence: “The image of the Colibri bird is
the centerpiece...It is also supported by the origami Colibri birds floating in the air around the tangerine
tree, they add a notion of innocence and simplicity.” This message of innocence is also conveyed in an
animation made for the Qreator Institute in which a hummingbird flutters around the frame against a
black backdrop, releasing fairy dust and a sparkling sound in a Disney- or Tinker Bell-like style. (ref. FatFox
Animation, 2017)
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According to Harry Crazington writing in the e-cigarette forum: “The Humming Bird is
the Tobacco Bird. In many Native cultures throughout the Americas, the Hummingbird has traditionally
been associated with Tobacco plants as guardians and cultivators, earning them fame throughout the
world and honourable names; Tobacco Birds, Medicine Birds, Doctor Birds, Birds of Magic, Rain Makers,
LifeGivers, Suncatchers and more. Wherever Tobacco grows the Hummingbird lives. These birds and the
Tobacco plants are so related, that should the Tobacco plant die, so would the Hummingbird or vice versa.”
“It was through the cunning and speed of the good-hearted Hummingbird that we have the use of Tobacco
today. Many of our Tribal Elders and Storytellers have stories and knowledge of the Sacred Tobacco Bird.”

Hummingbird Creative team. (https://vimeo.com/237749074)

Project: Qreator by 1Q0S

Client: Philip Morris International

Agency: Momentum, Avanpost

VFX: FatFox Animation

Feather FX system, Lighting & Rendering: DiornFx
Technical artist:  Alexandru Baia

Sound design: Avanpost

We have posted an IQOS hummingbird video on our SRITA website: tobacco.stanford.edu/videos/iqos.

1QOS Advertising Slogans:

Y100s Slogans

CHANGE: SOCIALLY MORE ACCEPTIBLE:
e This Changes Everything e NoAsh
e Change Your World e No Smoke
e Enter A New Beginning e Hello Clean
e Discover The Future
e Change Your Game HELPS IN LOVE:
e This Changes Your Kisses

SAFER: e Change For Love
e Heat Not Burn e | Give IQOS To My Beloved Mother
e A Better Alternative to Smoking Cigarettes
e The New Alternative to Smoking PLEASURE:
e |QOSis Always A Good Idea e Hello Happiness
* 95% Less Don’ts e Hello Tobacco Pleasure
e The New Way to Experience Heated e Hello Taste

Tobacco e Hello Summer Feeling
e Born From Cutting Edge Technology e Be Qreative

e Non Smoke, Only Steam
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Heat Not Burn™:

PMI describes IQOS as a “Heat Not Burn” device —a category of products more accurately described
as “heated tobacco.” Although the term is in widespread use by the media, as well as by IQOS competitors,
“Heat Not Burn” is a trademark of PMI (serial number 86366668, August 2014). (ref trademark 1Q0S) The
trademark spans many countries and regions.(Ref WIPO IP). PMI has filed actions in defense of its
trademark against competitors such as British American Tobacco Company for its Glo product in August
2018. (ref Trademark challenge, Heat Not Burn Term) Interestingly, PMI also trademarked the terms
“Cease Fire” (serial number 863218920, June 2014) and “Cleaner Pleasure” (serial number 86366651,
August 2014). (refs PMI Trademark for “Cease Fire” and “Cleaner Pleasure” ).

“Heat Not Burn”, “Cease Fire”, and “Cleaner Pleasure” are carefully crafted marketing slogans, no
doubt rigorously evaluated by PMI for their consumer appeal, intended to differentiate IQOS from regular
cigarettes. Each phrase has a strong connotation that IQOS is a more healthful product.

“Heat Not Burn” description permeates IQOS promotion.

HEAT NOT BURN
TECHNOLOGY

THIS EVENT IS

FRIENDLY, LIKE |IQOS

)

Heated Tobacco technology. Heatcontrol™ Technology HEETS tobacco rods

0w ‘

LH ;E}i inee_tg_o‘r}w‘jﬂjﬂosv
i o

=

aos

DISCOVER
HEATCONTROL ™
TECHNOLOGY

This tobace
your heang Product damages

{E TRUE TASTE and is addlctlve

BACCO

A “Heat Not Burn” graphic trademarked for 1QOS in Italy (May 2016) which we have not encountered in
PMI advertising. (ref WIPO IP) On the right is proposed British American Tobacco graphic (May 2015) which
remains inactive, presumably due to PMI’s action against it.

NOT
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Change:

While PMI has used many different slogans in promoting its IQOS brand, the predominant slogan
is: “This changes everything.” There are numerous levels of meaning embedded in this slogan. First and
foremost, it conveys the message that 1QOS is a fundamentally new type of tobacco product. The slogan
also implies that IQOS is a futuristic, high tech product than allows you to leave behind your old fashion,
obsolete combustible cigarettes. It also has the unmistakable meaning that 1QOS will change the user
personally for the better. The use of “everything” promises the consumer that merely changing the choice
of smoking method will result in a vast improvement touching on all aspects of life.

The signature 1QOS slogan: “This Changes Everything.” Note the Romanian ad with the term “Upgrade”
and “More Intelligent.”

IQOS

THIS CHANGES EVERYTHING

THIS CHANGES
EVERYTHING

https://www.instagram.com/p/Bt8pxaahNqp/

Simply Amazing:

In the fall of 2019, 1QOS introduced a new campaign with the slogan “Simply Amazing” that
featured adults enjoying little moments of everyday life such as walking, listening to music, or laughing
in the company of friends. According to Andre Dahan, Senior Vice President of Marketing, at PMI, “1Q0S
SIMPLY AMAZING is a campaign about changes that begin with each of us and open up new perspectives
around. To let changes into your life, you need to live in the present, and not wait for the right moment.”
The slogans “Simply Amazing,” “Enter a new beginning” and “Discover the future” reinforces the
association of IQOS leaving your problems behind and moving on to a better place. These slogans seek
to position the emerging technology of IQOS in the realm of unique, wonderful, and the way forward.
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InStyle
TECHNOLOGIES s u

IQOS Presents New SIMPLY AMAZING wer
Campai