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- Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 986210229

Resultatregnskap

Belgp i: NOK Note 2017 2016
RESULTATREGNSKAP

Inntekter

Salgsinntekt 1,11 70001 743 70 063 122
Annen driftsinntekt 530 858 9008 633
Sum inntekter 70532 601 79071755
K ostnader

Varekostnad 23299 488 25 228 626
L gnnskostnad 12 21512190 23853 061
Avskrivning pavarige driftsmidler og immaterielle eiendeler 3 171 993 244 666
Annen driftskostnad 20738871 31040 289
Sum kostnader 65 722 542 80 366 642
Driftsresultat 4810 059 -1 294 887

Finansinntekter og finanskostnader

Renteinntekt fraforetak i samme konsern 152 182
Annen rentei nntekt 80 755 235877
Annen finansinntekt 524 187 1271143
Sum finansinntekter 604 942 1659 202
Rentekostnad til foretak i samme konsern 85470
Annen rentekostnad 141 268 44971
Annen finanskostnad 410 108 566 513
Write off sharesin subsidiary 24 447 950

Sum finanskostnader 24 999 326 696 954
Netto finans -24 394 384 962 248
Ordineert resultat fer skattekostnad -19584 325 -332 639
Skattekostnad pa ordinaat resultat 1,10 1202221 11529
Ordineert resultat etter skattekostnad -20 786 546 -344 168
Arsresultat -20 786 546 -344 168

Overfaringer og disponeringer
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- Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 986210229

Resultatregnskap

Belgp i: NOK Note 2017 2016
Overfaringer til/fraannen egenkapital -20 786 546 -529 201
Overfaringer til/fra annen egenkapital 208 091
Sum overfaringer og disponeringer -20 786 546 -321 110
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Balanse

Belgp i: NOK Note 2017 2016

BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Utsatt skattefordel 10 274 210 357 664
Sum immaterielle eilendeler 274 210 357 664

Varigedriftsmidler
Driftdasare, inventar, verktay, kontormaskiner og lignende 3 121 284 293 277
Sum varige driftsmidler 121284 293 277

Finansielle anleggsmidler

Investering i dattersel skap 4 7675012 275012
Investeringer i aksjer og andeler 85 000 85 000
Sum finansielle anleggsmidler 7760 012 360 012
Sum anleggsmidler 8 155 506 1010953
Omlgpsmidler

Varer

Varer 6 5852 375 4790 159
Sum varer 5852 375 4790 159
Fordringer

Kundefordringer 5 4017 573 3917714
Andre fordringer 2 307 521 2305419
Konsernfordringer 7 42 463 694 73 140 836
Sum fordringer 48 788 788 79 363 969

Bankinnskudd, kontanter og lignende

Bankinnskudd, kontanter og lignende 8 811 745 2003521
Sum bankinnskudd, kontanter og lignende 811745 2003521
Sum omlgpsmidler 55 452 908 86 157 649
SUM EIENDELER 63 608 414 87 168 602
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Balanse

Belgp i: NOK Note 2017 2016

BALANSE - EGENKAPITAL OG GJELD

Egenkapital

Innskutt egenkapital

Selskapskapital 29 100 000 100 000
Overkurs 468 905 468 905
Annen innskutt egenkapital 1194 235 1194 235
Sum innskutt egenkapital 1763140 1763140

Opptjent egenkapital

Annen egenkapital 48 173 564 68 960 110
Sum opptjent egenkapital 48 173 564 68 960 110
Sum egenkapital 49 936 704 70723 250
Sum langsiktig gjeld 0 0

K ortsiktig gjeld

Leverandergjeld 1969 239 2172283
Betalbar skatt 10 1118767

Skyldige offentlige avgifter 394 879 400 976
Kortsiktig konserngjeld 7 4271 607 7 147 022
Annen kortsiktig gjeld 5917218 6725071
Sum kortsiktig gjeld 13671710 16 445 352
Sum gjeld 13671710 16 445 352
SUM EGENKAPITAL OG GJELD 63 608 414 87 168 602
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> Sakshehandler Deres dato Var dato
S katte d1 re ktO ratet Torstein Kinden Helleland 14.09.2016 20.08.2016
Telefon Deres referanse Var referanse
22078139 Svein Torgersen 20161930150

VESTERALENS NATURPRODUKTER AS
Postboks 154
8401 SORTLAND

Tillatelse til & utarbeide arsregnskap og arsberetning pa engelsk sprak for
Vesteralens Naturprodukter AS, org. nr. 986 210 229

Vi viser til deres brev av 14. september 2016 der det sekes om dispensasjon fra kravet til &
utarbeide drsregnskap og arsberetning pa norsk sprék for Vesterdlens Naturprodukter AS.

Skattedirektoratet gir pd bakgrunn av en konkret helhetsvurdering Vesterdlens Naturprodukter AS
dispensasjon fra kravet til 4 utarbeide drsregnskap og arsberetning pé norsk sprak, jf.
regnskapsloven § 3-4 tredje tedd. Dispensasjonen forutsetter at opplysningene som vedtaket baserer
seg pd ikke endres vesentlig.

Kopi av dette brevet mé sendes Regnskapsregisteret i Bronnaysund sammen med arsregnskapet.
Det paligger den regnskapspliktige 4 dokumentere ved dette brev at tillatelsen er gitt.

Bakgrunn

Vesterilens Naturprodukter AS eies av Pfizer Norge AS. Vesterdlens Naturprodukter AS er

et selskap i det amerikanske Pfizer-konsernet, som er verdens storste legemiddelfirma med
virksomhet i alle verdensdeler. Pfizer Norge AS har fatt dispensasjon til 4 avlegge arsregnskapet pa
engelsk. Vesterdlens Naturprodukter AS driver salg og markedsforing av helsekostprodukter i
Norge. Selskapet har tre datterselskaper 1 Danmark, Sverige og Finland. Konsernspriket er engelsk.
En norsk oversettelse vil kun ha til format 4 oppfylle regnskapslovens sprikkrav,

Skattedirektoratets vurdering

Etter regnskapsloven § 3-4 tredje ledd skal “drsregrskapet og drsheretningen ... veere pd norsk.
Departementet kan ved ... enkeltvedrak bestemme at drsregnskapet ogreller drsberetningen kan
veere pa ef annet sprak.”

1Ot prp. nr. 42 (1997-1998) Om lov om drsregnskap m.v., er det uttalt falgende om
regnskapslovens formal, jf. pkt. 1.1:

Y Regjeringen har som siktemdl ar regnskapsioven skal bidra til informative regnskaper for
ulike grupper av regnskapsbrukere. Regnskapsbrukerne er dels investorer og krediforer som
(ilfarer kapital til foretakene, og dels andre grupper som har interesse av d vite hvordan

Posladresse Beseksadresse; Sentralbord
Postboks 8200 Granland Se www skatieetaten no 800 80 000
0134 Oslo Org.nr: 996250318 Telefaks

E-post: skatteetaten.nofsendepost 22 170860
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2016/930150  SideZav2

Joretaket drives, feks. de ansatte og lokalsamfunnet. Informasjonen til kapitalmarkedet skal
gi grunnlag for riktig prising av finansielle objekter. Rikrig prisdannelse pd aksjer er en
Jorutsetning for at ressursbruken i samfunnsokonomien skal bli best mulig. Gode regnskaper
vil ogsd gjave det vanskeligere for markedsdeltakere & ta wt spekulasjonsgevinster med basis
i skjevt fordelt informasjon.”

Det fremgér sdledes at ¢t av hovedformélene med regnskapsloven er & bidra til “informative
regnskaper for ulike grupper av regnskapsbrukere ”. Regnskapsbrukere vil omfatte, jf. uttalelsen i
proposisjonen, blant andre investorer, kreditorer, ansatte og lokalsamfunmet.

Det er etter Skattedirektoratets vurdering derfor avgjerende ved vurdering av om dispensasjon fra
kravet til & utarbeide arsregnskap og/eller drsberetning pa norsk kan gis, at det ikke foreligger
mulige brukere av regnskapsinformasjon som blir vesentlig berert negativt ved en eventuell
dispensasjon.

Det er seerlig hensynet til brukerne av regnskapsinformasjon som skal vurderes ved en
dispensasjonsseknad. [ denme vurderingen har Skattedirektoratet lagt saerlig vekt pa at selskapet er
eiet av et utenlandsk selskap. Fierkretsen er begrenset. Konsernspréket er engelsk. Videre er det
vektlagt at selskapet inngér i et internasjonalt konsern og at det norske morselskapet har fitt
dispensasjon il & benytte engelsk sprak.

Vennligst oppgi vir referanse ved henvendelser i saken.

Med hilsen

Rune Tystad
seniorrddgiver
Rettsavdelingen, foretaksskatt

Skattedirektoratet
Torstein Kinden Helleland

Dokumentet er elektronisk godkjent og har derfor ikke hindskrevne signaturer
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Financial Statements
2017

Vesteralens Naturprodukter AS

Org nr: 986 210 229
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Income Statement
Vesterdlens Naturprodukter AS

. . Note
Operating revenuesand operating expenses
Revenues
Other operational income
Total operating income 1,11
Cost of goods soid
Payroll expenses 12
Depreciation of fixed and intangible assets 3

Other operating expense
Total operating expenses

Operating Profit/{Loss)

Financial income and financial costs

Miscellaneous Income — Group
Otherinterestincome

Other financial income

Write off of shares in subsidiary
interest paid to group companies
Otherinterest expense

Other financial cost

Net finandalitems

Loss before tax
Taxes on ordinary resuit 1, 10
Crdinary resuit

Loss for the year

Altocationof net foss
To other equity reserves

Aliocated to group
Allocated to other equity
Total transfers

30412017 30412016
70.001.743 70.063.122
530.858
9.008.633
70.532.601 79.071.755
23.299.488 25.228.626
21.512.190 23.853.061
171.993 244.666
20.738.871 31.040.288
65.722.542 80.366.642
4.810.059 -1.294.887
- 152.182
80.755 235.877
524.187 1.271.143
24.447.950 -
- 85.470
141.268 44971
410.108 566.513
-24.394.384 962.248
-19.584.325 -332.639
-1.202.221 11.529
-20.786.546 -321.110
-20.786.546 -321.110
-20.786.546 -321.110
- 208.091
- -529.201
- -321.110
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Assets
Fixed assets

Intangible assets
Deferredtax assets
Total intangible assets

Fixed assets
Fixtures and fittings
Total fixed assets

Financial fixed assets
investmentsinsubsidiaries

Investmentsin other companies
Total financial assets

Total fixed assets

Current assets
inventory
Receivables

Accounts receivable
Other receivabies

Baiance Sheet

Vesterdlens Naturprodukter AS

.. Note

10

Receivables from group companies 7

Total receivables

Bank deposits, cash

Total current assets

Total Assets

30112017 30412016
274.210 357.664
274.210 357.664
121.284 293.277
121.284 293.277

7.675.012 275.012
85.000 85.000
7.760.012 360.012
8.155.506 1.010.953
5.852.375 4.790.159
4.017.573 3.917.714
2.307.521 2.305.419
42.463.694 73.140.836
48.788.788 79.363.569
811.745 2.003.521
55.452.908 86.157.649
63.608.414 87.168.602

02.08.2019 kI 08:59

Brgnngysundregistrene

Side 9 av 171



Bronneysundregistrene Arsregnskap regnskapsaret 2017 for 986210229

Equity and liabilities

Paid-in capital

Share capital 100.000 at NOK 1

Premiums
Other equity
Total paid in capital

Retained earnings
Other equity
Total retained earnings

Total equity
Liabilities

Current Habilities

Accounts pavyable

Payable tax

Government taxes

Liabilities to group companies
Cther short-term debt

Total current liabilities

Total liabilities

Yotal liabilities and equity

Michael Christian Remy Jensen

Chairman of the Board

Balance Sheet

Vesteralens Naturprodukfer AS

o Note 3019017 30.11.2016°
2&9 100.000 100.000
2 468.905 468.905
2 1.194.235 1.194.235
1.763.140 1.763.140
48.173.564 68.960.110
48.173.564 68.960.110
2 49.936.704 70,723,250
1.969.239 2.172.283
10 1.118.767 -
394.879 400.976
7 4.271.607 7.147.022
5.917.218 6.725.071
13.671.710 16.445,352
13.671.710 16.445.352
63.608.414 87.168.602
Oslo, 30 May 2018
3 A) »:F’% / J —
£ ﬁ;{ i’mg {y 5’{ (Z{ e M W S/VL\

Joar Jarstein Chrislock
Board.member

Sven Torgersen
Board member
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Cash Fiow

Vesterdlens Naturprodukter AS

30.11.2017 30.11.2¢16
Cash flows from operating activities
Loss before tax -19.584.325 -332.639
This year's taxes paid - -1.843.807
Ordinary depreciation 171.993 244.656
Changes ininventories -1.062.216 1.397.942
Changes in accounts receivable -99.859 -642.755
Change in other accounts receivable 30.675.040 -71.837.679
Change in payables -203.0460 -1.242.324
Change in otheraccruals - 2.512.539
Net cash frorm operating activities 9.897.587 -71.744.057
Cash flows from investing activities
Purchase of fixed assets - -283.480
investmentsinsubsidiaries -7.400.000 -
investmentsin other companies - -50.000
Net cash flow from investing activities -7.400.000 -333.480
Cash flows from financing activities
Net change other payables Group -2.875.413 -39.604.884
Payments of group -813.950 15.843.579
Net cash from financing activities -3.689.363 -19.761.305
Net change incash -1.191.776 -01.838.842
Cash at beginning of pericd 2.003.521 93.842.363
Cash at end of period 811.745 2.003.521
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Note 1 Accounting policies

General
The Company’s accounting period from 1.12 to 30.11. Accounts are prepared for the 30/11/2017.

The financial statementsare prepared in accordance with Accounting Act and generally accepted
accounting principles. The accounts are based on historical cost basis. Expenses are matched with
and expensed simultanecusly with the associated income. The accounts are setup on this
assumption.

The company as of 30.11.2017 isa sub-group of PfizerNorway AS - org. No. 914 339 901. The
company follows the exception provisions of the Accounting Act § 3-7 and does not prepare
consolidated accounts.

Classification

Assetsrelatedto the business cycle are classified as current assets. The same rules apply to current
liabilities. Assets andliabilities that are not related to the business cycle are classified as current
assets / current liabilities if they fall due within one year. Other assets are classified as fixed assets
and other liabilities as non-current.

Review Policies

Revenues are recognized whenthe delivery time of goods and servicesis completed. Costs are
inciuded in the matching principle, i.e. the costs are included inthe same period as the related
revenue isrecognized. The company operates with the sale of goods and income earned when
goods are deliveredand received by the customer.

Trade and other receivables are stated at their nominal value, written down by bad debt. The bad
debt provision is made on the basis of age divided ledger. In addition, an unspecified provision is
created to cover expectedlosses.

Inventories are valuedat the purchase price of goods. Inventories are written down to their net
realizable value, if thisis lowerthan acquisition cost or production cost.

Other current assets are valued at the lowerof cost and net realizable value

Stocks- Short-term investments (shares assessed as current assets) are valued at the lowerof
average cost and netrealizable value on the balance sheet date. Long-term investments {shares
assessed as current assets) are capitalized at cost. Long-term investments are written down to fair
value if impairment is not temporary. Dividends and other distributions are recognized as other
financial income.

Fixed assets are capitalized and depreciated if this istonger than three years and has a cost
exceeding 15,000, Tangible assets are valued at historical cost less depreciation.

Deprecigtion is based on an assessmentof the economicand technical life. The company uses
straight-line depreciation for depreciation of fixed assets. The depreciation rates are shownin the
fixed asset note.
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Brgnngysundregistrene Arsregnskap regnskapsaret 2017 for 986210229

Note 1 Accounting poticies continued

Pension costs- The company financesits pension obligations to its employees through a defined

early retirement scheme.

Deferred tax /tax assets allocated on the basis of differences between accounting and tax values
according to the Norwegian accounting standard for tax. When calculating deferred tax / tax

deductions are made for any loss carried forward.

Current tax iscalculated basedon the taxable profit.

Cash flow statement is prepared using the indirect method.

Note 2 Equity
Share Share Other Retained Total
Capital Premium Reserves Earnings

Equity 01.12.2016 100.000 468.905 1.194.235 ©8.960.110 70.723.250

Net loss - - - -20.786.546 -20.786.546

Equity 30.11.2017 100.000 468.905 1.194.235 48.173.564 49.936.704
Note 3 Fixed Assets Fixturesand Jotal

Fittings

Acquisition costs 30.11.2016 8.334.938 8.334.938

+ Additions - -

- Disposals {Book value) - -
- Depreciation/ amortisation 8.213.654 8.213.654

= Book Value 30.11.2017 121.284 121.284
Ordinary Depreciation 171.993 171.993
Depreciation 3-5year

Note 4 Investments
Vesteralens Naturprodukter AS has investments in the following companies as of:

Acquisition  Business  Ownership Book value Company profit Company
time Office 30.11.2017 30.11 Equity 30.11
Vesterdlens
Naturprodukter 2008 Vordingborg, 100% 7.400.000  242.219 NOK 2.726.616
A/S Denmark NOK
Vesterdlens
Naturprodukter 1998 Helsingfors, 100 % 228512 921.705 NCK 5.926.703
oy Finland NOK
Vesterdlens
Naturprodukter 1998 Strpmstiad, 100 % 46.500 2.162.310 NOK 18.440.861
AB Sverige NOK
7.675.012

&
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Brgnngysundregistrene Arsregnskap regnskapsaret 2017 for 986210229

Exchange rates for the 30.11.2017 are used to translate companies' profit and equity to NOK. At the
time of signing the financial statements the final financial statements of subsidiaries were not
published. Therefore the preliminary results for30.11.2017 formedthe basis of the disclosure.

In 2017, the Company provided a capital injectiontoit’s subsidiary Vesteralens NaturprodukterA/sS
of 31.847.950 NOK. As at 30th November 2017, there was an impairment review performed on the
value of the investment insubsidiaries. Based on this review, there was an impairment booked of
NOX 24.447.950 inVesterdiens Naturprodukter A/S reducing the value of this investment to NOK
7.400.000.

Note 5 Accounts Receivable

Assessment of trade receivables
30.11.2017 30.11.2016

Valuedat face value 4.330.876 4.635.498
Assigned to cover doubtfud receivables -313.303 -717.784
Accounted value 4.017.573 3.917.714

Other receivables are stated at nominal value.
Receivables due within one year are classified as current receivables.
The Company has no receivables due laterthan 5 years.

Note 6 Inventory
The company's inventory consists entirely of goods purchased for resale.

Note 7 Related party transactions

The company has undertaken several transactions with related parties. All transactions are
conducted as part of the ordinary operations and at an arm's length prices.

The company has undertaken the followingtransactions:
30.11.2017 30.11.2016

Salesof goods to group companies 8.119.791 10.193.128
Purchases of goods from group companies 12.785.774  10.706.605
Purchases of servicesfrom group 2.534.259 2.202.808
companies

Balance sheetincludes the following amounts resulting from transactions with related parties:

Short-term receivables:
30.11.2017 30.11.2016

-Vesterdlens Naturprodukter A/S 1.437.000 1.138.000
-Vesterdiens Naturprodukter AB 6.298.000 4.035.000
-Pfizer Innovative Supply Point 6.313.762 -
International SPRL

- Vesteralens Naturprodukter OY 3.270.753 6.263.287
- Pfizer Service Company Ireland 25.144.179  60.777.322
- Pfizer Shared Services - 740.468
- Pfizer Consumer Manufacturing S.r |, - 186.759
Total receivables 42.463.654 73.140.836
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Short-term liabilities:
30.11.2017 30.11.2016

- Vesteralens Naturprodukter QY 1.179.753 -
- Vesterdlens Naturprodukter AB 326.854 719.226
- Pfizerinnovative Supply Pointinter SPRL - 4.544.036
- Pfizer AS 2.765.000 1.697.001
- Pfizer Consumer Manufacturing S.r.| - 186.759
Total liabilities 4.271.607 7.147.022

Note 8 Restrictions
Of the company's bank deposits NOK 331.103 are restricted funds.

Note 9 Number of Shares, sharehoiders, own shares

The share capital is NOK 100.000, dividedinto 100.000 sharesof NOK 1. There are no different
classes of shares in the company and there are no clauses regarding voting rights.

The Company’s shareholder Shareholding
Pfizer Norge AS 100 %

Note 10 Deferred tax assets/liabilities and taxes

Deferred tax is calculated on the basis of the differences that exist at the end of the fiscal year
between accounting and tax values. Deferred tax of the following items:

Temporary differencesare as foliows:
30.11.2017 30.11.2016 Movement

Operating assets -807.343 -1.013.067 105.724
Outstanding receivables -200.138 -351.520 151.382
Other differences 161.271 104.136 57.135
Other differences -196.332 -170.206 -26.126
Basis for calculating deferred taxes -1.142.542 -1.430.657 288.115
Tax rate applied: 24% 25%

Net deferred tax (+}/assets(-) -274.210 -357.664 83.454

According to preliminary accounting standard for tax the temporary negative and positive
differences that reverse or may reverse inthe same period are netted,

Below is a specification of the differences between the accounting result before tax and the tax

base.

30.11.2017 30.11.2016
Loss before tax -19.584.325 -332.639
+/-  Permanentdifferences 24.533.969 286.522
+/-  Temporary differences -190.664 -51.335
+/-  Tax loss carried forward -97.452 97.452
Tax base 4.661.528 -
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Tax expenses in the financial statements consist of the following:

30.11.2017 30.11.2016
Payable tax 1.118.767 -
Changes in deferred tax assets/liabilities 83.454 -11.529
Income tax expense {24%/25%) 1.202.221 -11.529
Note 11 Revenue
Business area:

30.11.2017 30.11.2016
Saies of products through direct trade 70.001.743 70.063.122
Commissions 530.858 294.803
Other incomes - 8.713.830
Total 70.532.601 79.071.755
Geographical distribution:

30.21.2017 30.11.2016
Norway {including Svalbard) 62.412.810 79.071.755
Firlland 8.119.791 -
Total 70.532.601 -

Note 12 Salaries, number of employees, remuneration, loans to employees etc

Labour costs comprise the following items:

30.11.2017  30.11.2016
Salaries and similar 19.747.484 22.109.451
Sodial security contributions 977.035 916.590
Pension expense -322.652 283.092
Other labour 1.110.323 543,928
Total labour costs 21.512.1%0 23.853.061
Number of Employees 31 30

Pension:

The company is obligated to foliow the Act on Mandatory company pensions. The company's

pension scheme meetsthe requirementsof this Act.

Allowance:

Management remuneration: Managing director
Salary and bonus 1.988.577
Pension cost 43.493

The board of directors did not receive directors' feesin the fiscal year of 2017,

Accountant 30.11.2017 30.11.2016
Revision 146.350 200.000
Counseling 45.000 30.000
Total 191.350 230.000

The amounts are listed without VAT.

Board of Directors
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Vesterdlens Naturprodukter AS
Org.no.: 986 210 229

The Board of Directors report for the fiscal year of 1.12.2016 — 30.11.2017

Nature of the activities

The company is the parent company of the Vesterdlens Naturprodukter group of companies.

Vesteralens Naturprodukter AS operates in the business of dictary supplements in Norway.
Through its subsidiaries the company also operates in Denmark, Finland and Sweden,

The company is located in Strandgata 16, 8401 Sortland.

Going concern

In accordance with the Accounting Act § 3-3a, we confirm that the financial statements have
been prepared under the assumption of going concern. This assumption is based on profit
forecasts for the year 2018 and the company’s long-term strategic forecasts.

The Board are aware that the GDPR for EU, starting from May 25" 2018, can have impact on
the business according to storaging and processing customers personal data. The Board does
not see any other changes in government’s constraints which will have significant impact on
the business.

Organization
The average numbers of employees in 2017 was 31, whereof 22 women.

The working environment and personnel

The Board considers the company’s working environment to be good. There is a positive co-
operation between employees and management.

The number of days related 1o sickness absence during 2017 corresponds to 4.64 % of total
working hours. There was no significant work or material injurics during the year.

Environmental report

The operation of the company causes no severe influence of the environment.
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Discrimination

The IJiscrimination Act’s objective is to promote gender equality, ensure equal opportunitics
and rights, and to prevent discrimination due 1o ethnicity, national origin, descent, skin colour,
language, religion and faith. The company is working actively, determined and systematically
to encourage the act’s purpose within our business. Included in the activities and recruiting,
salary and working conditions, promotion, development opportunities and protection against
harassment.

The company’s ain is to be a working area with no discrimination due to reduced functional
ability and is working actively to design and implement the physical conditions in such a
manner that as many as possible can utilize the various functions. For employees or new
applicants with reduce functional ability, individual arrangements of workplace and
responsibility are made.

Equal opportunities

The Board of Directors comprised of 3 men. Management has ongoing initiatives to
encourage equal opportunitics in the operation and in the Board of Directors.

The group of leaders with personnel responsibility consists of 3 women and 3 men.

Comments related to the financial statements

The Board of Directors considers the financial statements give a true and fair view in
accordance with the applicable reporting framework.

Net cash flow from operating activities in 2017 was MNOK 9.9 compared to -72 in 2016,
This is mainly caused by current year's profit before tax and change in other accounts
reccivable. The company’s liquidity reserve as of 30.11.17 amounted to MNQOK 0.8,

The company’s ability to self-finance investments is good.

Revenue amounts to MNOK 71. Cost of sales amounts to MNOK 23. Personnel expenses
amounts to MNOK 22 and other operating expenses to MNOK 21.

The decrease in revenue and cost of sales, personnel expenscs and other operating expenses is
according to expectations.

Net profit was - 21 MNOK, compared to — 0.3 MNOK in 2016. The loss is due to an
extraordinary write-down of investment in shares in subsidiaries of MNOK 24. The shares
have been written down 1o fair market value.

Financial Risk

Risk exposure in the ordinary field of business is mainly related to changes in customer
behavior and currency risk.

‘The currency risk is limited, as the company’s purchases are mainly in NOK,
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Reporting to the board

The board members are informed about the company’s financial situation by consecutive
reporting and examination of the progress in sales, margins and external conditions.

Research and Development

The company participates in research- and development-projects regarding product innovation
and diversification, both in cooperation with Pfizer Consumer Healthcare, and with suppliers.

Statement of further progress

The Board of Directors opinion is that the financial position of the company is satisfactory.
The company’s equity ratio amounts to 78.5% of total equity and liabilities. Retained earnings
amounts to MNOK 48.

As of 30. November 2017 the total share capital was NOK 100.000,- divided into 100.000
shares of NOK | .-

The Board of directors is not aware of any significant events after the balance sheet day that
affects the financial statements.

Sharcholder Country Number of shares

Pfizer Norge AS Norway 100.000
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Allocation of the net profit

The Board of Directors proposes that the net loss amounting to TNOK -20.787 is transferred
to other equity reserves.

Sortland, 30. May 2018

S o <
Michael ¥ hristian Remy Jensen Joar Chrislock
“
Chairman of the board Board member
/——'

/ U‘?t:)/ Oﬂ/?ré/s/w

Beard member
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2017 Financial Report
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Financial Review
Pfizer Inc. and Subsidiary Companies

GLOSSARY OF DEFINED TERMS

Unless the context requires otherwise, references to "Pfizer.” “the Company,” "we,” "us” or “our” in this 2017 Financial Report (defined below)
refer to Pfizer Inc. and its subsidiaries. We also have used severai other terms in this 2017 Financial Report, most of which are explained or

defined below:

2017 Financial Report This Financial Report for the fiscal year ended December 31, 2017, which was filed as Exhibit 13 to the Annual
Report on Form 10-K for the fiscal year ended December 31, 2017

2017 Form 10-K Annual Report cn Form 10-K for the fiscal vear ended December 31, 2017

AAY Adenc-Associated Virus

ABO Accumulated postretirement benefit chligation

ACA (Also referred foas U.S. U.S. Patient Protection and Affordable Care Act, as amended by the Heaith Care and Education Reconciliation

Healkhcare Legislation) Act.

ACIP Advisory Committee on immunization Practices

ALK anaplastic lymphoma kinase

Allergan Allergan plc

Alffance revenues Revenues from alliance agreements under which we co-pramote preducts discovered or developed by other
companies or us

AM-Pharma AM-Pharma B.V.

Angcor Anacor Pharmaceuticals, Inc.

Astelfas Astellas Pharma U.S. Inc.

ASU Accounting Standards Update

ATM-AVI azfreonam-avibactam

Bamboo Bamboc Therapeutics, Inc.

Baxter Baxter International inc.

BMS Bristal-Myers Squibb Company

BRCA BReast CAncer susceptibility gene

cDe U.S. Centers for Disease Control and Prevention

Ceflectis Cellectis SA

Celltrion Celitrion Inc. and Celitrion Healthcare, Co., Ltd. (collectively)

Ctibark Citibank N.A.

CLBP chronic low back pain

CML chronic myelogenous leukemia

Developed Markets U.S., Western Europe, Japan, Canada, Austraiia, South Korea, Scandinavian countries, Finland and New
Zealand

EEA Eurapean Economic Area

EH Essential Heaith

ELT Executive Leadership Team

EMA European Medicines Agency

Emerging Markefs includes, but is not limited to, the following markets: Asia (excluding Japan and South Korea), Latin America,
Eastern Europe, Africa. the Middle East, Central Europe and Turkey

EPS earnings per share

EU Eurapean Union

FASB Financial Accounting Standards Board

FDA U.S. Food and Drug Administration

GAAP Generally Accepted Accounting Principles

GHD growth hormone deficiency

GIST gastrointestinal stromal tumors

GFD Global Product Development organization

GS&Co. Goaldman, Sachs & Co.

HER human epidermal growth factor receptor

HER2- human epidermal growth factor receptor 2-negative

hGH-CTP human growth hormone

HIS Hospira Infusion Systems

Hisur Zhejiang Hisun Pharmaceuticals Co., Ltd.

Hisun Pfizer Hisun Pfizer Pharmaceuticals Company Limited

Hospira Hospira, Inc.

HR+ hormone receptar-positive

1CU Medical ICU Medical, Inc.

IH innovative Health

InnoPharma innoPharma, Inc.

2017 Financial Report
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IPR&D in-process research and development

IRC internal Revenue Code

IRS U.S. Internal Revenue Service

v intravenous

Janssen Janssen Biotech Inc.

J&J Johnson & Jchnson Corp.

King King Pharmaceuticals, Inc.

LDL low density lipaprotein

LEP Legacy Established Products

LIBOR London Interbank Offered Rate

Lifly Eli Lilly & Campany

LOE loss of exclusivity

MCC Merkel Cell Carcinoma

MCO Managed Care Organization

MoV multi-dose vial

Medivatiorr Medivation, Inc.

Merick Merck & Co.. Inc.

Moocly's Moody's investars Service

NAV Net asset value

NDA new drug application

NovaQuest NovaQuest Co-Investment Fund Il. L.P. or NovaQuest Co-investment Fund V, L.P.. as applicable

NSCLC non-small cell lung cancer

NYSE New York Stock Exchange

OA asteoarthritis

OPKO QPKO Health, Inc.

oTC aver-the-counter

FARP poly ADP ribose polymerase

PBM Pharmacy Benefit Manager

FBO Projected benefit obligaticn

Pharmacia Pharmacia Corporation

PPS Portfolio Performance Shares

PP&E Property, plant & equipment

PSAs Performance Share Awards

FTSRUs Performance Total Sharehoider Return Units

PTUs Profit Units

RCC renal cell carcinoma

recAP recombinant human Alkaline Phosphatase

R&D research and development

RPY RPI Finance Trust

RSUs Restricted Stock Units

Sardoz Sandoz, Inc.. a division of Novartis AG

Sangamo Sangamo Therapeutics, inc.

SEC U.S. Securities and Exchange Commissicn

SGA small for gestational age

S&FP Standard and Poor’'s

SIP Sterile Injectable Pharmaceuticals

Tax Cuts and Jobs Act or TCJA H.R.1, “An Act to provide for recongiliation pursuant te titles It and V of the concurrent resolution on the budget
for fiscal year 2018”

Teuto Laboratorio Teuto Brasileiro S.A.

Teva Teva Pharmaceuticals USA, inc.

TSR Total Shareholder Return

TSRUs Total Shareholder Return Units

uc urothelial carcinoma

UK United Kingdom

u.s. United States

VAf Valuntary Action Indicated

VAT value added tax

Vil ViiV Healthcare Limited

WRD Worldwide Research and Development

Zoetis Zoetis inc.

ii 2017 Financiat Report
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Pfizer Inc. and Subsidiary Companies

INTRODUCTION

See the Glossary of Defined Terms at the beginning of this 2017 Financial Report for terms used throughout this Financial Review. Our
Financial Review is provided to assist readers in understanding the results of operations, financial condition and cash flows of Pfizer Inc. and
its subsidiaries (the Company). it should be read in conjunction with the consolidated financial statements and Notes to Consolidated Financial
Statements. The discussion in this Financial Review contains forward-looking statements that involve substantial risks and uncertainties. Qur
actual results could differ materially from those anticipated in these forward-looking statements as a result of various factors, such as those
discussed in Part 1, ltem 1A, "Risk Factors” of our 2017 Form 10-K and in the "Forward-Looking information and Factors That May Affect
Future Results”, "Our Operating Environment” and “Cur Strategy” sections of this Financial Review.

The Financial Review is organized as follows:

* Qverview of Our Performance, Cperafing Environmenf, Strategy and Outlook . ... ... ... ... ... .. Beginning an page 2

This section provides information about the following: Financial Highlights, Our Business; Qur 2017
Performance; Our Operating Enviranment; The Global Economic Environment, Our Strategy; Our
Business Development Initiatives, such as acquisitions, dispositions, Ecensing and collaborations; and Our
Financial Guidance for 2018.

» Significant Accounting Policies and Application of Critical Accounting Estimates and Assumpfions. .. .. .. .. Beginning on page 16

This section discusses those accounting policies and estimates that we consider important in
understanding our consolidated financial statements. For additional discussicn of our accounting pdlicies,
see Notes to Consclidated Financial Statements—Note 1. Basis of Preserntation and Significant
Accounting Policies.

* Analysis of the Consclidated Statemenfs of InCOMme . . . .. ... . . e Beginning on page 20
This section includes a Revenues Cverview section as well as the following sub-sections:
Revenues-Major Products ... Beginning on page 26
This sub-section provides an overview of several of cur biopharmaceutical products.
. Product Developments-Biopharmaceutical .. . ... .. . .. . . . e Beginning on page 30
This sub-section provides an cverview of important bicpharmaceutical preduct developments.
Costs and EXpemnses .. .. .. .. ............ Beginning on page 34
This sub-section provides a discussion about our costs and expenses.
Provisior/(Benefit) for Taxes anInoome . ... .. ... . .. e e Beginning on page 37
This sub-section provides a discussion of items impacting our tax provisions.
Non-GAAP Financial Measure (Adjusted fncome) . ... .. . ... ... ... ... ... ... Beginning on page 38
This sub-section provides a discussion of an alternative view of perfarmance used by management.
» Analysis of Operating Segment Information .. ... .. .. .. . i e Beginning on page 44
This section provides a discussion of the performance of each of our operating segments.
+ Analysis of the Consclidated Statements of Comprehensive jncome .. .. ............................ Beginning onpage 52
This section provides a discussion of changes in certain components of other comprehensive income.
* Analysis of the Consalidated Balance Sheefs .. .. ... ... . . . e Beginning on page 53

This section provides a discussion of changes in certain halance sheet accounts, including Accumulated
other compreahensive loss.

¢ Analysis of the Consclidated Statementsof Cash Flows .. .. ... .. . .. .. ... . . .. .. ..., .. Beginning on page 54
This section provides an analysis of our consolidated cash flows for the three years ended December 31,
2017.

+ Analysis of Financial Condition, Liquidity and Capital Resources . .. ... ... .. .. i, Beginning on page 56

This section provides an analysis of selected measures of our liquidity and of our capital resources as of
December 31, 2017 and December 31, 2016, as well as a discussion of our outstanding debt and other
commitments that existed as of December 31, 2017 and December 31, 2016. Included in the discussion of
autstanding debt is a discussion of the amount of financial capacity available te help fund Pfizer's future
activities.

¢ New Accounting Standards . . . ... Beginning an page 61

This section discusses accounting standards that we have recently adopted, as well as those that recently
have been issued, but not yet adopted.

* Forward-Looking Information and Factors That May Affect Future Resufts ... ... ... ... .. . ...... Beginning on page 66

This section provides a description of the risks and uncertainties that could cause actual results to differ
materially from those discussed in forward-looking statements presented in this Financial Review reiating
o, among other things, cur anticipated operating and financial performance, business plans and
prospects, in-line products and product candidates, including anticipatery regulatory submissions, data
read-outs, approvals, performance, timing of exclusivity and potential benefits of Pfizer's products and
product candidates, strategic reviews, capital allocation, business-development pians, manufacturing and
products supply and plans relating to share repurchases and dividends. Alse included in this section are
discussions of Financial Risk Management and Contingencies, including legal and tax matters.

Certain amounts in our Financial Review may not add due to rounding. All percentages have been calculated using unrounded
amounts.

2017 Financial Report 1
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OVERVIEW OF OUR PERFORMANCE, OPERATING ENVIRONMENT, STRATEGY AND OQUTLOOK

Financial Highlights

The following charts provide a summary of certain financial performance (in billions, except per share data):

2017 Total Revenues—352.5 billion 2017 Net Cash Flow from Operations—$16.5 billion

A decrease of 1% compared to 2016 An increase of 4% compared to 2016

2017 2017

2018 2018

2015 2015
2017 Reported Diluted EPS—%$3.52 2017 Adjusted Diluted EPS (Non-GAAP}—§$2.65*
An increase of over 100% compared to 2016 An increase of 11% compared to 2016

2017 $3.52 2017

2018 2018

2015 2015

* For an understanding of Adjusted diluted EPS (which is a non-GAAP financial measure), including reconciliations of certain GAAP reported to non-GAAP adjusted
information, see the “Non-GAAP Financial Measure (Adjusted Income)” section of this Financial Review.

Qur Business

We apply science and our glcbal rescurces te bring therapies to people that extend and significantly improve their lives through the discovery,
development and manufacture of healthcare products. Qur glebal portfolio includes medicines and vaccines, as well as many of the world's
best-known consumer healthcare products. We work acress developed and emerging markets to advance weliness, prevention, treatments and
cures that challenge the most feared diseases of our time. We collaborate with healthcare providers, governments and local communities to
support and expand access to reliable, affordable healthcare around the world. Our revenues are derived from the sale of our products and, to
a much fesser extent, from alliance agreements, under which we co-promote products discovered or developed by other companies or us
(Alliance revenues).

We manage our commercial operations through two distinct business segments: Pfizer Innovative Heaith (IH) and Pfizer Essential Heaith (EH).
For additional information, see Notes to Consclidated Financial Statements—Note 18A. Segment, Geographic and Other Revenue Information:
Segment information and the "Our Strategy—Commercial Operations” section of this Financial Review below.

The majority of cur revenues come from the manufacture and sale of biopharmaceutical products. The biopharmaceutical industry is highly
competitive and highly regulated. As a result. we face a number of industry-specific factors and challenges, which can significantly impact our
results. These factors include, among others: the ioss or expiration of intellectual property rights and the expiration of co-promotion and
licensing rights, the ability to replenish innovative biopharmaceutical products, healthcare legistation, pipeline productivity, the regulatory
environment, pricing and access pressures and competition. We also face challenges as a result of the global economic environment. For
additional infermation about these factors and challenges, see the "Our Operating Environment” and "The Global Economic Environment”
sections of this Financial Review and Part |, Item 1A, “Risk Factors,” of our 2017 Form 10-K.

The financial information included in our consclidated financial statements for our subsidiaries operating cutside the U.S. is as of and for the

year ended November 30 for each year presented. Pfizer's fiscal year-end for U.S. subsidiaries is as of and for the year ended December 31 for
each year presented.

2 2017 Financiat Report
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References to developed and emerging markets in this Financial Review include:

Developed markets U.5., Western Europe, Japan, Canada, Australia, South Korea,
Scandinavian countries, Finland and New Zealand

Emerging markets (inctude, but are not limited to) Asia (excluding Japan and South Korea), Latin America, Eastern
Europe, Africa, the Middle East, Central Eurcpe and Turkey

References to operational variances in this Financial Review pertain to period-over-period growth rates that exclude the impact of foreign
exchange as well as the negative currency impact related to Venezuela in 2015. The operational variances are determined by multiplying or
dividing, as appropriate, cur current year U.S. dollar results by the current year average foreign exchange rates and then multiplying or dividing,
as appropriate, those amounts by the prior-year average foreign exchange rates. Although exchange rate changes are part of our business,
they are not within our control. Exchange rate changes, however, can mask positive or negative trends in the business; therefore, we believe
presenting operational variances provides useful information to evaluate the resuits of our business.

On December 22, 2017, the U.S. enacted significant changes to U.S. tax law following the passage and signing of the TCJA. The TCJAIis
complex and significantly changes the U.S. corporate income tax system by, among other things, reducing the Federal corporate income tax
rate from 35% to 21%, transitioning U.S. international taxation from a worldwide tax system to a territorial tax system and imposing a
repatriation tax on deemed repatriated accumulated post-1986 earnings of foreign subsidiaries. For information on estimates and assumptions
in connection with the TCJA, see Notes to Consoclidated Financial Statements——Nofe 5A. Tax Matters: Taxes on Income from Continuing
Operations.

in October 2017, we announced that we are reviewing strategic alternatives for our Consumer Healthcare business. Arange of options will be
considered, including a full or partial separation of the Consumer Healthcare business from Pfizer through a spin-off, sale or other transaction,
and we may ultimately determine to retain the business.

Cur significant business development activities include:

- On February 3, 2017, we completed the sale of cur giobal infusion systems net assets, HIS, to ICU Medical for up to approximately $900
miilion, composed of cash and contingent cash consideration, ICU Medical common stock and selier financing. At closing, we received 3.2
million newly issued shares of ICU Medical common stock, which we initially valued at appreximately $428 million, a promissory ncte in the
amount of $75 million and net cash of approximately $200 million before customary adjustments for net working capital. In addition, we are
entitled to receive a contingent amount of up to an additional $225 million in cash based on ICU Medical's achievement of certain cumulative
performance targets for the combined company through December 31, 2019. The operating results of HIS are included in our consolidated
statement of income and EH's operating results through February 2, 2017 and, therefore, our financial results, and EH's operating results, for
the year ended December 31, 2017 reflect approximately one month of HIS domestic operations and approximately two months of HIS
international operations, while our financial resuits, and EH's operating resuits, for the year ended December 31, 2016 reflect 12 months of
HIS global operations and for the year ended December 31, 2015 reflect four months of HIS U.S. operations and three months of BIS
international operations. Assets and liabilities associated with HIS are presented as held for sale in the consolidated balance sheet as of
December 31, 2016.

On December 22, 2016, which falis in the first fiscal quarter of 2017 for our international operations, we acquired the development and
commercialization rights to AstraZeneca's small molecule anti-infectives business, primarily outside the U.S. for $1,045 miliion, composed of
cash and contingent consideration. Commencing from the acquisition date, our financial statements reflect the assets, liabilities, operating
results and cash flows of this business, and, in accordance with our international reporting period, our financial results, EH's operating
results, and cash flows for the year ended December 31, 2017 reflect approximately 11 months of the smalt molecule anti-infectives business
acquired from AstraZeneca.

On September 28, 2016, we acquired Medivation for $81.50 per share. The total fair value of consideration transferred for Medivation was
approximately $14 .3 billicn in cash ($13.8 billion, net of cash acquired). Of this consideration, approximately $365 millicn was not paid as of
December 31, 2016, and was recorded in Gther current liabilities. The remaining consideration was paid as of December 31, 2017.
Commencing from the acquisition date, our financial statements reflect the assets, liabilities, operating resuits and cash flows of Medivation.
Therefore, Medivation operaticns are refiected in our financial results, |H's operating results, and cash flows for the year ended December
31, 2017 In accordance with our domestic and international reporting periods, our consolidated financial statements for the year ended
December 31, 2016 reflect approximately three months of Medivation operations.

On June 24, 2016, we acquired Anacor for $99.25 per share. The total fair value of consideration transferred for Anacor was approximately
$4.9 billion in cash ($4 .5 billicn, net of cash acquired), plus $638 millicn debt assumed. Commencing from the acquisition date, our financial
statements refiect the assets, liabilities, operating results and cash flows of Anacer. Therefore, Anacor operations are reflected in our financial
results, IH's operating results, and cash flows for the year ended December 31, 2017, In accordance with our domestic and international
reporting periods, our consclidated financial statements for the year ended December 31, 2016 reflect approximately six months of Anacor
operations.

On April 6, 2016, we announced that the merger agreement between Pfizer and Allergan entered into on November 22, 2015 was terminated
by mutual agreement of the companies. The decision was driven by the actions announced by the U.S. Department of Treasury on April 4,
2016, which the companies concluded qualified as an "Adverse Tax Law Change” under the merger agreement. In connection with the
termination of the merger agreement, on April 8, 2016 (which fell into Pfizer's second fiscal quarter of 2016), Pfizer paid Allergan $150 millien
(pre-tax) for reimbursement of Allergan's expenses associated with the terminated transaction (see the Notes to Consolidated Financial
Statements——Note 4. Other (income)/Deductions—Net). Pfizer and Allergan also reieased each other from any and all claims in connection
with the merger agreement.

On September 3, 2015, we acquired Hospira for approximately $16.1 billion in cash {$15.7 billion, net of cash acquired). Commencing from
the acquisition date, our financial statements reflect the assets, liabilities, operating results and cash flows of Hespira. In accordance with our

2017 Financial Report 3
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domestic and international reporting periods, our consclidated financial statements for the year ended December 31, 2015 reflect four
menths of Hespira U.S. operations and three months of Hespira international operations.

For additional informaticn, see Notes to Consclidated Financial Statements—Note 2. Acquisitions, Sale of Hospira Infusion Systems Net
Assets, Research and Development and Collaborative Arrangements, Equity-Method Investments and Cost-Method [nvestment and the “Our
Strategy”. "Our Business Development Initiatives” and “Restructuring Charges and Other Costs Associated with Acquisitions and Cost-
Reduction/Productivity Initiatives” sections of this Financial Review.

Impact of Recent Hurricanes in Puerto Rico

We have manufacturing and commercial operations in Puerto Rico, which were impacted by the recent hurricanes toward the end of the third
quarter in 2017 While our three manufacturing sites sustained some damage and became inoperabie due to issues impacting Puerto Rico
overall, as of the date of this 2017 Financial Report filing. all three sites have resumed operations and remediation activities continue. Given
prior incperability along with ongoing remediation of our sites. there could be certain product shortages in the coming months. Our commercial
sales offices in Puerto Rico have been operational since October 9, 2017,

In 2017, we recorded $195 million in Cost of sales for inventory lcsses, overhead costs related to the period in which the plants could not
operate, and incremental costs to date resuiting from the hurricanes in Puerto Rico. We may record additional losses in future periods but we
are unable to predict them with certainty at this time. As a result of dual source supply options and sufficient pre-hurricane inventory levels, we
currently expect the impact on future revenues te be insignificant. Ve will continue to monitor the situation closely and make any updates to our
outleck if warranted.

Product Manufacturing

We periodicaily encounter difficulties or defays in manufacturing, including due to legal or regulatory actions, such as warning letters,
suspension of manufacturing or voluntary recall of a product. In February 2017, for example, we received a warning jetter from the FDA
cemmunicating the FDA's view that certain violations of current Good Manufacturing Practice regulations exist at Hospira's manufacturing
facility in McPherson, Kansas. We are undertaking corrective actions to address the concerns raised by the FDA. In January 2018, the FDA
upgraded the status of Pfizer's McPherson, Kansas manufacturing facility to VAl based on an October 2017 inspection. The change to VAI
status will lift the compliance hcld that the FDA placed on approval of pending applications. and is an important step toward resolving the issues
cited in the February 2017 FDA warning letter. Within our Essential Health portfolio, we have been experiencing product shortages with some
products. The product shortages are primarily for products from the legacy Hospira portfolio and are largely driven by capacity constraints and
technical issues. Any continued product shortage interruption at this manufacturing facility could negatively impact our financial results.
specifically in our SIP portfolio. In addition to the McPherson facility, we continue to remediate issues at other legacy Hospira facilities
manufacturing sterile injectables within our Essential Health portfolio. We expect to make substantial progress on our remediation efforts during
2018.

Qur 2017 Performance

Revenues—2017
Revenues in 2017 decreased by $278 million, or 1%, compared te 2016, which reflects a slight net operational decrease of $20 millicn, or less
than 1%, and an unfavorable impact of foreign exchange of $259 million, or less than 1%.

Compared to 2016, total revenues for 2017 were unfavorably impacted by approximately $200 million as a result of 2017 having one less
selling day in both U.S. and international markets.

The following graph illustrates the components of the decrease in revenues in 2017

$52.824 $3.157 $52,545
— $(2,115) $(1,062) 3(259)
g
2
g
o
T T T T
2016 Operational LOE* HIS Foreign Exchange 2017
{excl. LOE* and Disposition

Disposition)

* LOE generally pertains to period-over-pericd revenue impacts for products across our portfolios experiencing patent expirations or loss of regulatory exclusivity in
certain developed markets.
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The following provides an analysis of the decrease in revenues in 2017:

{MILLICNS CF DOLLARS)

2016 Revenues 3 52,824
Operational arowth/{decline):

Continued growth from key brands'® and growth from Biosimilars™ 2,810

Increase in Xtandi alliance revenues in the U.S. (September 2016 acquisition of Medivation} 450

Declines from Peri-LOE Preoducts, Enbrel (driven by declines in most developed Europe markets), Viagra {(iH} (in

the U.S.), and our SiP and LEP portfclios, as well as a decline in Prevnar 13/Prevenar 13 (primarily in the U.S)) (2,375)

Disposition-related operationai impact—February 2017 sale of HIS"' (1,062)

Other operational factors, net 157
Operational decline, net (20)
Operational revenues 52,804
Unfavorable impact of foreign exchange (259)
2017 Revenues W

'* Key brands inciude Ibrance and Eliquis (both globally), as well as Xeljanz and Lyrica (IH) (both primarily in the U.S.).

" Growth in Biosimitars was primarily driven by inflectra in the U.S. and developed Europe markets.

' 1n 2017, firancial results include approximately one month of HIS domestic operations and approximately two months of HIS international operations, comparad
to 12 months of HIS global operations in 2016.

See the “Analysis of the Consolidated Statements of Income—Revenues—Overview” section below for more information, including a

discussion of key drivers of our revenue performance.

Inceme from_Centinuing Operations Before Provision/(Benefit) for Taxes on Income—2017
The following provides an analysis of the increase in income from continuing operations before provision/benefft) for taxes on income for 2017:

(MILLICNS CF DOLLARS)

Income from continuing operations before provision/{benefit) for taxes on income for the year ended December 31,
2016

8,351

Unfavorable change in revenues (278)
Favorable/(Unfavorable) changes:

Nenrecurrence of 2016 impairment on remeasurement of HIS net assets and lower loss on sale of HIS™ 1,857
Lower Restructuring charges and certain acquisition-related costs™™ 1,237
Lower Cost of safes™ 1,089
Lower certain asset impairments'™ 1,052
Lower certain legal matters, net® 269
Higher dividend income™ 256
Lower business and legal entity alignment costs'® 190
Higher net gains on asset disposals'™ 172
Lower Selling, information and administrative expenses™ 53
Higher Amortization of intangible assets™ (703)
Higher net losses on early retirement of debt® (887)
Lower royalty-related income™® (406)
All other items, net 52
I2r60107me from continuing operations before provision/(benefif} for taxes on income for the year ended December 31, 12305

% See the Notes to Consolidated Financial Statements—Note 4. Other (Income)/Deductions—Nef.

¥ See the “Costs and Expenses—Restructuring Charges and Other Costs Assaciated with Acquisitions and Cost-Reduction/Productivity Initiatives” section of this
Financial Review.

' Ses the “Costs and Expenses—Cost of Sales” section of this Financial Review.

" See the “Costs and Expenses—Selling, Informational and Administrative Expenses” section of this Financial Review.

' See the “Costs and Expenses—Amortization of Intangible Assets” section of this Financial Review.

For information on our tax provision and effective tax rate see the “Provision/(Benefit) for Taxes on Income” section of this Financial Review and
Notes to Consclidated Financial Statements—Nofe 5A. Tax Matters: Taxes on income from Continuing Operations.
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Our Operating Environment

Industry-Specific Challenges

Inteliectual Property Rights and Coliaboration/Licensing Rights

The loss, expiration or invalidation of intellectual property rights, patent litigation settiements with generic manufacturers and the expiration of
ce-promotion and licensing rights can have a significant adverse effect on our revenues. Many of our branded preducts have multiple patents
that expire at varying dates, thereby strengthening our overall patent protection. However, once patent protection has expired or has been iost
prior to the expiration date as a result of a legal challenge, we lose exciusivity on these products, and generic pharmaceutical manufacturers
generally produce similar products and sell them for a lower price. The date at which generic competition commences may be different from the
date that the patent cor regulatory exclusivity expires. However, when generic competition does commence, the resulting price competition can
substantially decrease our revenues for the impacted products, often in a very short period of time. Also, if one of our patents is found to be
invalid by judicial, court or administrative proceedings, such as inter partes review, post-grant review, re-examination or opposition proceedings,
before the U.S. Patent and Trademark Office, the European Patent Office, or other foreign counterparts, generic or competitive products could
be introduced into the market resulting in the erosion of sales of cur existing products. For example, several of the patents in our pneumococcal
vaccine portfolio have been challenged in inter partes review and post-grant review proceedings in the U.S. The invalidation of these patents
could potentially allow a competitor pneumeococcal vaccine into the marketplace.

As a result of a patent litigation settlement, Teva launched a generic version of Viagra in the U.S. in December 2017,

We lost or expect to lose exclusivity for various other products in various markets over the next few years, including. among others, the
expiration of the basic preduct patent for Lyrica in the U.S. in December 2018. Pfizer is currently pursuing a six-month patent-term extension for
pediatric exclusivity for Lyrica in the U.S. with the FDA.

For additional information, see the “Recent Losses and Expected Losses of Product Exclusivity” section below.

Our biotechnology products, including BeneFIX, ReFacte, Xyntha, Bavencic, Prevnar 13/Prevenar 13 and Enbrel (we market Enbrel cutside the
U.S. and Canada), may face in the future, or already face, competition from biosimilars {(also referred to as follow-on biologics). if competitors
are able to obtain marketing approval for biosimilars referencing our bictechnology preducts, our bictechnology preducts may become subject
to competition from these biosimilars, with attendant competitive pressure, and price reductions could follow. For example, Enbrel faces
ongoing biosimilar competition in most developed Europe markets, which is expected to continue. The expiration or successful challenge of
applicable patent rights could trigger this competition, assuming any relevant regulatory exclusivity period has expired.

We have lost exclusivity for a number of our products in certain markets and we have lost collaboration rights with respect to a number of our
alltance products in certain markets, and we expect certain products to face significantly increased generic competition over the next few years.

Specifically:

Recent Losses and Expected Losses of Product Exclusivity

The following table provides infoermation about certain of our preducts recently experiencing, or expected to experience in 2018, patent
expirations or loss of regulatory exclusivity in the U.S., Europe or Japan, showing, by preduct, the key dates or expected key dates, the markets
impacted and the revenues associated with those products in these markets:

{(MILLICRS OF DOLLARS) Product Revenues in Markets Impacted

Products Key Dates™ Markets Impacted Year Ended December 31,
2017 2016 2015

Viagra®™ June 2013 Major European markets 850 $ 1217 % 1338
May 2014 Japan
December 2017 u.s.

Rapamune January 2014 U.s. 90 115 129
June 2015 Major European markets

Inspra™ March 2014 Major European markets 87 97 118
July 2015 Japan

Lyrica™ July 2014 Major European markets 3,901 3,831 3710
December 2018 u.s.

Zyvox™ August 2014 Japan 103 235 644
First half of 2015 u.s.
January 2016 Major European markets

Enbrel?” August 2015 Wajor European markets 1,686 2,146 2,402
September 2015 Japan

Relpax December 2015 Major European markets 176 263 2585
December 2016 u.s.

Vfend July 2016 Major European markets 150 259 349
January 2016 Japan

Tygacil April 2016 us. 45 80 110

Pristig™ March 2017 u.s. 133 578 553

¥ Unless stated otherwise, “Key Dates” indicate patent-based expiration dates.
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& As a result of a patent itigation ssttlement, Teva launched a generic version of Viagra in the U.5. in December 2017.

Generic versions of Inspra became available in major European markets following the March 2014 expiry of regulatory exclusivity for Inspra in most major
European markets, allowing generic companies to submit applications for marketing authorizations for their generic products.

" Generic versions of Lyrica became available in major European markets following the July 2014 expiry of regulatery exclusivity for Lyrica in the EU, aflowing
generic companies to submit applications for marketing authorizations for their generic products. The basic product patent for Lyrica in the U.S. is expected to
axpire in December 2018. Pfizer is currently pursuing a six-month patent-term extension for pediatric exclusivity in the U.S. with the FDA.

Pursuant to terms of a setlement agreement, certain formulations of Zyvox became subject to generic competition in the U.S. in January 2015. Other
formulations of Zyvox became subject to generic competition in the U.S. in the first half of 2015,

In January 2018, an stanercept biosimilar referencing Enbrel was approved by the European Commission.

As a result of a patent litigation settlement with several generic manufacturers, generic versions of Pristiq launched in the U.S. in March 2017.

B

[
[t

=

Recent Losses of Collaboration Righis

The following tabte provides information about certain of our alliance revenue products that have experienced losses of collaberation rights,
showing, by product, the date of the loss of the collaboration rights, the markets impacted and the alliance revenues associated with those
products in those markets:

Alliance Revenues in

{(MILLICRS OF DOLLARS) Markets Impacted
Date of Loss of
Products Collaboration Rights Markets Impacted Year Ended December 31,
2017 2016 2015

Spiriva'® April 2014 (U.8.), between 2012 U.S.. Japan, certain European $ — 3 6 § 27

and 2016 (Japan, certain countries, Australia, Canada and

European countries, Australia, South Korea

Canada and South Korea)
Rebif™ End of 2015 u.s. 13 — 371

1 Our collaboration with Boehringer ingslheim for Spiriva expired on a country-by-country basis between 2012 and 2016. On April 29, 2014, our alliance in the U.S.
came to an end.

Qur collaboration agreement with EMD Serono Inc. to co-pramote Rebif in the U.S. expired at the end of 2015, Patent litigation brought by Biogen idec MA Inc.
against EMD Serono Inc. and Pfizer is pending in the U.S. District Court for the District of New Jersey, and EMD Serono Inc. has acknowledged that they are
obligated to satisfy any award of damages.

19)

in addition, we expect to lose exclusivity for various other products in varicus markets over the next few years. For additional information, see
the “Patents and Cther Intellectual Property Rights” section in Part |, item 1, "Business”, of our 2017 Form 10-K.

Cur financial results in 2017 reflect the impact of the loss of exclusivity of various products (and the expiration of certain alliance product
centract rights) discussed above.

We will continue to aggressively defend our patent rights whenever we deem appropriate. For more detailed information about our significant
products, see the discussion in the “Revenues—NMajor Products” and “Revenues—Selected Product Discussion” sections of this Financial
Review. For a discussion of certain recent developments with respect to patent litigation, see Notes to Consolidated Financial Statements—
Note 17A1. Commitments and Contingencies: Legal Proceedings—-Patent Litigation.

Regulatory Environment/Pricing and Access—U.S. Healthcare Legislation

in March 2010, the ACA was enacted in the U.S. For additional information, see the "Government Regulation and Price Constraints” section in
Part |, ltem 1, "Business’, of our 2017 Form 10-K.

We recorded the following amounts as a resuit of the U.S. Healthcare Legislation:

Year Ended December 31,
(MILLICHS ©F DOLLARS) 2017 2016 2015
Reduction to Revenues, related to the Medicare “coverage gap” discount provisicn $ 450 § 410 3 399

Selfing, informational and administrative expenses, related to the fee payable to the federal
government (which is not deductible for U.S. income tax purposes), based on our prior-calendar-
year share relative to other companies of branded prescription drug sales to specified
government programs 307 312 251

Regulatory Environment/Pricing and Access—Government and Other Paver Group Pressures

The pricing of medicines by pharmaceutical manufaciurers and the cost of healthcare, which includes medicines, medical services and hospital
services, continues to be important to payors, governments. patients, and other stakeholders. We believe that medicines are amongst the most
powerful tool for patients in curing, treating and preventing iliness and disability, and that all patients should have appropriate access to the
medicines their doctors prescribe. VWe consider a number of factors when determining a medicine's price, including, for example, its impact on
patients and their disease, other available treatments, the medicine’s potential to reduce cther heaithcare costs (such as hospital stays). and
affordability. Within the U.S., in particular, we may also engage with patients, doctors and healthcare pians regarding their views. We then
negotiate with insurers, including PBMs and MCOs, often providing significant discounts to them from the initial price. The price that patients
pay for the medicines their physicians prescribe is uitimately set by heaithcare providers and insurers. On average, insurers cover a much lower
share of prescription drug costs than medical services, which resuits in a greater proportion of out-of-pocket costs being passed on to patients
for medicines, thereby making them less accessibie and affordable. We will continue to work with insurance providers, governments and cthers
to improve access to today's innovative treatments.
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Governments, MCOs and other payer groups continue to seek increasing discounts on our products through a variety of means, such as
leveraging their purchasing power, implementing price controls, and demanding price cuts (directly or by rebate actions). In Europe, Japan,
China, Canada, South Korea and some other international markets, governments provide healthcare at low-to-zero direct cost to consumers at
the point of care and have significant power as large single payers to regulate pharmaceutical prices or patient reimbursement leveis to control
costs for the government-sponscred healthcare system. particularly under recent global economic pressures. In the U.S., government action to
reduce federal spending on entitlement programs including Medicare and Medicaid may affect payment for our products or services provided
using our products. Any significant spending reductions or cost controls affecting Medicare, Medicaid or other publicly funded or subsidized
health programs that may be implemented could have an adverse impact on our results of operations. Significant Medicare reductions could
also result if Congress proceeds with certain proposals to convert the Medicare fee-for-service program into a premium support program, or
Congress chooses to implement the recommendations made annually by the Medicare Payment Advisory Commission, which are primarily
intended to extend the fiscal solvency of the Medicare program.

Consdlidation among MCOs has increased the negotiating power of MCOs and other private insurers. Private third-party insurers, as weli as
governments, increasingly employ formularies to control costs by negotiating discounted prices in exchange for formulary inclusion. Failure to
obtain or maintain timely or adequate pricing or formulary placement for our products or obtaining such pricing or placement at unfavorable
pricing coutd adversely impact revenue.

Efforts by government officials or legisiators to implement measures to reguiate prices or payments for pharmaceutical products, including
legisiation on drug importation, could adversely affect our business if implemented. Recently, there has been considerable public and
government scrutiny of pharmaceuticai pricing and proposals to address the perceived high cost of pharmaceuticals. There have also been
recent state legisiative efforts to address drug costs, which generally have focused on increasing transparency around drug costs or fimiting
drug prices. Recent legislation enacted includes, for example, a 2017 Maryland law that prohibits a generic drug manufacturer or wholesale
distributor from engaging in price gouging in the sale of certain off-patent or generic drugs, and a 2017 California law that requires
manufacturers to provide advanced notification of price increases to certain purchasers and report specified drug pricing information to the
state. Certain state legislation, {ike the Maryland law, has been subject to legal chailenges.

Adoption of new legislation at the federal or state level could further affect demand for, or pricing of, our products. We believe medicines are the
most efficient and effective use of healthcare dellars based on the value they deliver to the overall heaithcare system. We will continue to work
with law makers and advocate for solutions that effectively improve patient health cutcomes. lower costs to the healthcare system. and ensure
access to medicines within an efficient and affordable healthcare system.

We face uncertainties due to federal legistative and administrative efforts to repeal, substantially modify or invalidate some or all of the
provisions of the ACA. The likelihood of such a repeal currently appears low given the failure of the Senate’s multiple attempts to repeal various
combinations of ACA provisions. In October 2017, the President signed an Executive Order directing federal agencies to look for ways to
authorize more health plans that could be less expensive because the plans would not have to meet all of the ACA's coverage requirements,
and announced that his administration will withhold the cost-sharing subsidies paid to heaith insurance exchange plans serving low-income
enrollees. In December 2017, the comprehensive tax reform package signed into law, the TCJA (see the "The Global Economic Environment”
section below for more information), includes a provision that effectively repealed the ACA's individual mandate by removing the penalties.
These and similar actions by the administration are widely expected to lead to fewer Americans having comprehensive ACA-compliant health
insurance, even in the ahsence of a legislative repeal. However, the revenues generated for Pfizer by the health insurance exchanges under
the ACA are minor, so the impact of the recent administration actions is expected to be limited. There is no assurance that any future
replacement, medification or repeal of the ACA will nct adversely affect our business and financial results, particularly if the legisiation reduces
incentives for employer-sponsored insurance coverage. We also may face uncertainties if our industry is locked to for savings to fund certain
legisiation, such as lifting the debt ceiling. One recent example is the Bipartisan Budget Act of 2018, which increased the discount we pay in the
Medicare Part D coverage gap from 50% to 70%, which will modestly reduce our future Medicare Part D revenues.

The potentiat for additional pricing and access pressures in the commercial sector continues to be significant. Some employers, seeking to
avoid the tax on high-cost health insurance in the ACAto be imposed in 2020, are already scaling back healthcare benefits and an increasing
number are implementing high deductible benefit designs. This is a trend that is likely to continue. Private third-party payers, such as heaith
plans, increasingly chailenge pharmaceutical product pricing. which could result in lower prices, lower reimbursement rates and a reduction in
demand for our products. Pricing pressures for our products may occur as a resuit of highly competitive insurance markets. Healthcare provider
purchasers, directly or through group purchasing organizations, are seeking enhanced discounts or implementing more rigorous bidding or
purchasing review processes.

Overall, there is increasing pressure on U.S. providers to deliver healthcare at a lower cost and to ensure that those expenditures deliver
demonstrated value in terms of heaith cutcomes. Longer term, we are seeing a shift in focus away from fee-for-service payments towards
outcomes-based payments and risk-sharing arrangements that reward providers for cost reductions. These new payment models can, at times,
lead to lower prices for, and restricted access to, new medicines. At the same time, these models can also expand utilization by encouraging
physicians to screen, diagnose and focus on outcomes.

Cutside the U.S., governments, including the different EU Member States, may use a variety of cost-containment measures for our
pharmaceutical products, including price cuts, mandatory rebates, health technology assessments, and international reference pricing (e, the
practice of a country linking its reguiated medicine prices to those of other countries). This international patchwerk of price regulation and
differing economic conditicns and assessments of value across countries has led to different prices in different countries, varying health
outcomes and some third-party trade in our products between countries.

In particular, international reference pricing adds to the regional impact of price cuts in individual countries and can hinder patient access and
innovation. Price variations. exacerbated by international reference pricing systems, atso have resulted from exchange rate fluctuations. The
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downward pricing pressure resuiting from this dynamic can be expected to continue as a result of reforms to international reference pricing
policies and measures targeting pharmaceuticals in some European countries.

in addition, several important multitateral organizations, such as the United Nations (UN) and the Organization for Economic Cooperation and
Development (OECD), are increasing scrutiny of international pharmaceutical pricing through issuing reports and policy recommendations (e.g.,
2018 UN High Level Panei Report on Access fo Medicines and 2617 OECD Report on New Health Technologies—Managing Access, Value
and Sustainability). Government adoption of these recommendations may lead to additional pricing pressures.

In response to the evolving U.S. and giobal healthcare spending iandscape, we are continuing to work with health authorities, heaith technology
assessment and quality measurement bodies and major U.S. payers throughout the product-development process to better understand how
these entities value our compounds and products. Further, we are seeking to develop stronger internal capabilities focused on demonstrating
the vaiue of the medicines that we discover or develop, register and manufacture, by recognizing patterns of usage of our medicines and
competitor medicines along with patterns of healthcare costs.

Regulatory Environment—Pipeline Productivity

The discovery and development of safe, effective new products, as well as the development of additional uses for existing products, are
necessary for the continued strength of our businesses. We have encountered increasing regulatory scrutiny of drug safety and efficacy, even
as we continue to gather safety and other data on our products, before and after the products have been faunched. Cur product lines must be
repienished over time in corder to offset revenue losses when products lese their market exclusivity, as well as to provide for earnings growth.
We devote considerable resources to R&D activities. These activities involve a high degree of risk and cost and may take many years, and with
respect to any specific R&D project, there can be no assurance that the development of any particular preduct candidate or new indication for
an in-kine product will achieve the desired clinical endpoints and safety profile, will be approved by reguiators or will be successful commercially.

During the development of a product, we conduct clinical trials to provide data on the drug's safety and efficacy to support the evaluation of s
overall benefit-risk profile for a particular patient population. In addition, after a product has been approved and launched, we continue to
monitor its safety as long as it is available to patients, and post-marketing trials may be conducted, including trials requested by regulators and
trials that we do voluntarily to gain additional medical knowledge. For the entire life of the product, we collect safety data and report potential
problems to the FDA and other reguiatory autherities. The FDA and regulatory autherities in other jurisdictions may evaluate potential safety
cencerns related to a product or a class of products and take regulatory actions in response, such as updating a product's labeling, restricting
the use of a product, communicating new safety information to the public, or, in rare cases, removing a product from the market.

Competition

Many of our prescription pharmaceutical products face competition in the form of branded or generic drugs or biosimilars that treat similar
diseases or indications. For additional information, see the “Competition” section in Part |, item 1, “Business”, of our 2017 Form 10-K.

The Glcbhal Economic Environment

in addition to the industry-specific facters discussed above, we, like other businesses, are exposed to the economic cycle, which impacts our
biopharmaceutical operations giobally.

- Governments, corporations, and insurance companies, which provide insurance benefits to patients. have implemented increases in cost-
sharing and restrictions on access to medicines, potentially causing patients to switch to generic or biosimiar products, detay treatments,
skip doses or use less effective treatments. Government financing pressures can lead to negative pricing pressure in various markets where
governments take an active role in setting prices, access criteria (e.g., through public or private health technology assessments}, or other
means of cost control. Examples include Europe, Japan, China, Canada, South Korea and a number of other international markets. The
U.S. continues to maintain competitive insurance markets, but has also seen significant increases in patient cost-sharing and growing
government infiuence as government programs continue to grow as a source of coverage.

+ We continue to monitor developments regarding government and government agency receivables in several European markets, including
Greece, where economic conditions remain challenging and uncertain. For further information about our Accounts Receivable, see the
“Analysis of Financial Condition, Liquidity and Capital Resources” section of this Financial Review.

- Significant portions of our revenues, costs and expenses, as well as our substantial internaticnal net assets, are exposed to changes in
foreign exchange rates. We seek to manage our foreign exchange risk in part through operational means, including managing same-
currency revenues in relation to same-currency costs and same-currency assets in relation to same-currency liabilities. Depending on
market conditions, foreign exchange risk aiso is managed through the use of derivative financiai instruments and foreign currency debt. As
we operate in multiple foreign currencies, including the euro, the Japanese yen, the Chinese renminbi, the U K. pound. the Canadian dollar
and approximately 100 other currencies, changes in those currencies relative to the U.S. dollar will impact our revenues and expenses. if
the U.S. doliar were to weaken against ancther currency, assuming all other variables remained constant, our revenues would increase,
having a positive impact on earnings, and our overall expenses would increase, having a negative impact on earnings. Conversely, if the
U.8. dollar were to strengthen against another currency. assuming all other variables remained constant, our revenues wouid decrease,
having a negative impact on earnings, and our overall expenses would decrease, having a positive impact on earnings. Therefore,
significant changes in foreign exchange rates can impact our results and our financial guidance.

The impact of possible currency devaluations in countries experiencing high inflation rates or significant exchange fluctuations, including
Venezuela, can impact our results and financial guidance. In the fourth quarter of 2015, we recorded a foreign currency loss of $806 million
and an inventory impairment charge of $72 million related to conditions in Venezuela. For further information about our exposure to foreign
currency risk, see the “Analysis of Financial Condition, Liquidity and Capital Resources” and the “Our Financial Guidance for 2018" sections
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of this Financial Review. For further information about our foreign currency losses related to Venezuela, see Notes to Consolidated
Financial Statements—~Nofe 4. Cther (Income)/Deductions—Net.

« InJune 2016, the U K. electorate voted in a referendum to leave the EU, which is commenly referred to as “Brexit™. In March 2017, the U.K.
government formally notified the European Council of its intention to leave the EU after it triggered Article 50 of the Lisbon Treaty to begin
the two-year negctiation process establishing the terms of the exit and outlining the future relationship between the U.K. and the EU. Formali
negotiations officially started in June 2017 This process continues to be highly complex and the end result of these negotiations may pose
certain implicaticns to our research, commercial and general business operations in the U.K. and the EU, including the approval and supply
of our products.

We generated approximately 2% of our werldwide revenues from the U.K. in 2017. However, except for the foreign currency exchange
impact from the weakening U.K. pound relative to the U.S. dollar to date, there are no other immediate-term impacts to our business as
there has not yet been a formal change in the relationship between the U.K. and the EU. in addition, because of the significant uncertainties
associated with the negotiation process, any potential long-term impacts are not currently determinable.

«  On December 22, 2017, the U.S. enacted significant changes to U.S. tax iaw following the passage and signing of the TCJA. The TCJAis
complex and significantly changes the U.S. corporate income tax system by, among other things, reducing the Federal corperate income tax
rate from 35% to 21%, transitioning U.S. international taxation from a worldwide tax system to a territorial tax system and imposing a
repatriation tax on deemed repatriated accumuiated post-1986 earnings of foreign subsidiaries. Given the significant changes resulting from
and complexities associated with the TCJA, the estimated financial impacts for 2017 as well as the estimated impact on 2018 financial
guidance for the effective tax rate on adjusted income are provisiona!l and subject to further analysis, interpretation and clarification of the
TCJA, which could result in changes to these estimates during 2018. For additicnal information, see the *Our Financial Guidance for 2018”,
“Provision/(Benefit) for Taxes on income” and “Analysis of Financial Condition, Liquidity and Capital Resources” sections of this Financial
Review and Notes to Consolidated Financial Statements—Note 5A. Tax Mafters. Taxes on Income from Continuing Operations.

Pfizer maintains a strong financial position while operating in a complex global environment. Due to our significant operating cash flows,
financial assets, access to capital markets and available lines of credit and revolving credit agreements. we continue to believe that we have,
and will maintain, the ability to maet our liquidity needs for the foreseeable future. Our long-term debt is rated high guality by both S&P and
Moody's. As market conditions change, we continue to moniter our liquidity position. We have taken and will continue to take a conservative
approach to our financial investments. Both short-term and long-term investments consist primarily of high-quality, highly liquid, well-diversified,
available-for-sate debt securities. For further discussion of cur financial condition and credit ratings, see the “Analysis of Financial Condition,
Liguidity and Capital Resources’ section of this Financial Review.

These and other industry-wide factors that may affect our businesses shouid be considered along with information presented in the “Forward-
Looking Information and Factors That May Affect Future Results” section of this Financial Review and in Part |, Iitem 1A, “Risk Factors,” of our
2017 Form 10-K.

Our Strategy

We believe that our medicines provide significant value for both healthcare providers and patients, not only from the improved treatment of
diseases but also from a reduction in other healthcare costs. such as emergency room or hospitalization costs, as well as improvements in
health, wellness and productivity. We continue to actively engage in dialogues about the value of our medicines and how we can best work with
patients, physicians and pavers to prevent and treat disease and improve outcomes. We continue to work within the current legal and pricing
structures, as well as continue to review our pricing arrangements and contracting methods with payers, te maximize patient access and
minimize any adverse impact on our revenues. We remain firmly committed to fulfilling our company's purpose of innovating to bring therapies
to patients that extend and significantly improve their lives. By doing so, we expect to create value for the patients we serve and for our
sharehclders.

Commercial Operations

We manage our commercial operations through two distinct business segments: Pfizer Innovative Heailth (IH) and Pfizer Essential Health (EH).
The IH and EH operating segments are each led by a single manager. Each operating segment has responsibility for its commercial activities
and for certain IPR&D projects for new investigational products and additional indications for in-iine products that generally have achieved
proof-of-concept. Each business has a geographic footprint across developed and emerging markets.

10 2017 Financiat Report

02.08.2019 ki 08:59 Brgnngysundregistrene Side 33 av 171



Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 986210229

Financial Review
Pfizer Inc. and Subsidiary Companies

Some additional information about our business segments as of the date of the filing of this 2017 Financial Report follows:

3 | Phizer

. 3
4@“’% | .
< ' Innovative

' Health

ESSENTIAL HEALTH

+ |H focuses on developing and commercializing novel. value-
creating medicines and vaccines that significantly improve patients’
lives, as well as products for consumer healthcare.

Key therapeutic areas include internal medicine, vaccines,
oncology, inflammation & immunology, rare disease and consumer
healthcare.

-

EH includes legacy brands that have lost or wili soon lose market
exclusivity in both developed and emerging markets, branded
generics, generic sterile injectable products, biosimilars, setect
branded products including anti-infectives and, through February 2,
2017, HIS. EH also includes an R&D organization. as well as our
contract manufacturing business.

»

We expect that the |H biopharmaceutical portfolio of innovative,
largely patent-protected, in-line and newly launched products will
be sustained by engoing investments to develop promising assets
and targeted business development in areas of focus to help
ensure a pipeline of highly-differentiated product candidates in
areas of unmet medical need. The assets managed by IH are
science-driven, highly differentiated and generally require a high-
level of engagement with healthcare providers and consumers.

EH is expected to generate strong consistent cash flow by
providing patients around the world with access to effective, lower-
cost, high-value treatments. EH leverages our biologic
development, regulatory and manufacturing expertise to seek to
advance its biosimilar development portfolio. Additionally, EH
leverages capabilities in formulation development and
manufacturing expertise to help advance its generic sterile
injectables portfolio. EH may also engage in targeted business
development to further enable its commercial strategies.

-

IH will have continued focus on R&D productivity and pipeline
strength while maximizing the value of our recently launched
brands and in-line portfolio. Our acquisitions of Anaceor and
Medivation expanded our pipeline in the high priority therapeutic
areas of inflammation and immunciogy and oncology.

»

For EH, we continue to invest in growth drivers and manage the
portfolio to extract additionai vatue while seeking opportunities for
operating efficiencies. This strategy includes active management of
our portfolio; maximizing growth of core product segments;
acquisitions to strengthen core areas of our portfolic further, such
as our recent acquisition of AstraZeneca's small molecule anti-
infectives business; and divestitures to increase focus on our core
strengths. in line with this strategy, on February 3, 2017, we
completed the sale of Pfizer’s global infusion systems net assets,
representing the infusion systems net assets that we acquired as
part of the Hospira transaction, HIS. to ICU Medical.

Leading brands include:

- Prevnar 13/Prevenar 13

- Xeljanz

- Eliguis

- Lyrica (U.S., Japan and certain other markets)

- Enbrel (outside the U.S. and Canada)

- ibrance

- Xtandi

- Several OTC consumer healthcare products (e.g., Advif and
Centrumy

Leading brands inciude:

- Lipitor

- Premarin family

- Norvase

- Lyrica (Europe. Russia, Turkey, Israel and Central Asia countries)
- Celebrex

- Viagra®

- Inflectra/Remsima

- Several sterile infectable products

*

Viagra lost exclusivity in the U.S. in December 2017. Beginning in the first quarter of 2018, revenues for \iagra in the U.S. and Canada,

which were reported in |H through December 2017, will be reported in EH (which reported all other Viagra revenues excluding the U.S. and
Canada through 2017). Therefore, total Viagra worldwide revenues will be reported in EH from 2018 forward.

For additional informaticn about the 2017 performance of each of our operating segments, see the "Analysis of Operating Segment information”

section of this Financial Review.

Description of Research and Development Operations

innovation is critical to the success of our company, and drug discovery and development is time-consuming, expensive and unpredictable. Our
goal is to discover, develop and bring to market innovative products that address major unmet medical needs. Qur R&D pricrities include:

+ delivering a pipeline of differentiated therapies and vaccines with the greatest medical and commercial potential;
« advancing our capabilities that can position Ffizer for long-term leadership; and

« creating new models for biomedical collaboration that will expedite the pace of innovation and productivity.

Te that end, our R&D primarity focuses on:
Biosimilars;

inflammation and Immunology;

Metabolic Disease and Cardiovascular Risks;
Oncology;

Rare Diseases; and

Vaccines.
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in January 2018, we announced our decision to end internal neurescience discovery and early development efforts and re-allocate funding to
cther areas where we have stronger scientific leadership. We plan to create a dedicated neuroscience venture fund to support continued efforts
to advance the field. The development of tanezumab and potential treatments for rare neuromuscular disorders is not impacted by this decision.

We continue to strengthen our global R&D organization and pursue strategies intended to improve innovation and overall productivity in R&D to
achieve a sustainable pipeline that will deliver value in the near term and over time. Our R&D spending is conducted through a number of
matrix organizations:

« Research Units within our WRD organization are generally responsible for research and early-stage deveiopment assets for our |H business
(assets that have not yet achieved proof-of-concept). Our Research Units are organized by therapeutic area to enhance flexibility,
cohesiveness and focus. Because of our structure, we can rapidly redeploy resources within a Research Unit between various projects as
necessary because the workforce shares similar skills, expertise and/or focus.

«  Our R&D organization within the EH business supports the large base of EH products and is expected to develop potential new sterile
injectable drugs and therapeutic solutions, as wel as biosimilars.

+  Our GPD organization is a unified center for late-stage development for our innovative products and is generaily responsible for the
operational execution of clhnical development of assets that are in clinical trials for our WRD and innovative portfolios. GPD is expected to
enable more efficient and effective development and enhance cur ability to accelerate and progress assets through our pipeline. GPD
combines certain previousty separate development-related functions from the |H business and the WRD organization to achieve a
development capability that is expected to deliver high-quality, efficient, and well-executed clinical programs by enabling greater speed,
greater cost efficiencies, and reduced complexity across our development portfolio. GPD also provides technical support and other services
to Pfizer R&D projects.

+  Our science-based and other platform-services crganizations, where a significant portion of our R&D spending occurs, provide technical
expertise and other services to the various R&D projects, and are organized into science-based functions (which are part of our WRD
organization), such as Pharmaceutical Sciences, Medicinal Chemistry, Regulatory and Drug Safety. and non-science-based functions, such
as Facilities, Business Technology and Finance. As a resuit, within each of these functions, we are able to migrate resources among
projects, candidates and/or targets in any therapeutic area and in most phases of development, allowing us to react quickly in response to
evolving needs.

We manage R&D operations on a total-company basis through our matrix organizations described above. Specifically, a single committee with
representation from the R&D groups and the IH commercial organization is accountable for aligning reseurces among all of our WRD, GPD and
{H R&D projects and for seeking to ensure optimal capital allocation across the innovative R&D portfolio. We believe that this approach also
serves to maximize accountability and flexibility. OQur EH R&D organization manages its resources separately from the WRD and GPD
organizations.

Generally, we do not disaggregate total R&D expense by development phase or by therapeutic area since, as described above, we do not
manage a significant portion of our R&D cperations by development phase or by therapeutic area. Further, as we are able to adjust a significant
portion of our spending quickly, as conditions change, we believe that any prior-period information about R&D expense by development phase
or by therapeutic area would not necessarily be representative of future spending.

While a significant peortion of R&D is deone internally, we continue to seek out promising chemical and biolegical lead molecules and innovative
technotogies developed by third parties to incorporate into our discovery and development processes or projects, as well as our product lines,
by entering into collaborations, ailiance and license agreements with cther companies, as well as leveraging acquisiticns and equity- or debt-
based investments. These agreements enable us to co-develop, license or acquire promising compounds. technologies or capabilities. We also
enter into agreements pursuant to which a third party agrees to fund a portion of the development costs of one of our pipeline products in
exchange for rights to receive potential milestone payments, revenue sharing payments, profit sharing payments and/or royalties. Collaboration.
alltance, license and funding agreements and equity- or debt-based investments allow us to share risk and cest and to access external scientific
and technological expertise, and enable us to advance our own products as well as in-licensed or acquired products.

For additiona! informaticn about R&D by operating segment, see the “Analysis of Operating Segment Information” section of this Financial
Review. For additional information about our pending new drug applications and supplemental filings, see the “Analysis of the Consclidated
Statements of Income—Product Developments—Biopharmaceutical” section of this Financial Review. For additional information about recent
transactions and strategic investments that we believe have the potentiai to advance our pipeline, see the “Our Strategy—OQur Business
Development Initiatives” section of this Financial Review.

Intellectual Property Rights

We continue to aggressively defend our patent rights against increasingly aggressive infringement whenever appropriate, and we will continue
to support efforts that strengthen worldwide recognition of patent rights while taking necessary steps to ensure appropriate patient access. In
addition, we will continue to employ innovative approaches designed to prevent counterfeit pharmaceuticals from entering the supply chain and
to achieve greater control over the distribution of our products, and we will continue to participate in the generics market for our products,
whenever appropriate, once they lose exchusivity. Also, the pursuit of valid business opportunities may require us to chalienge intellectual
property rights held by cther companies that we believe were improperly granted. Such challenges may include negotiation and litigation. which
may not be successful. For additional information about our current efforts to enforce our intellectual property rights and certain other patent
proceedings, see Notes to Consolidated Financial Statements—Note 17A1. Commitments and Contingencies: Legal Proceedings——Fatent
Litigation. For informaticn on risks related to patent protection and intellectual property claims by third parties, see "Risks Related to Intellectual
Property" in Part |, Item 1A, “Risk Factors” in our 2017 Form 10-K.
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Capital Allocation and Expense Management

We seek to maintain a strong balance sheet and robust liquidity so that we continue to have the financial resources necessary to take
advantage of prudent commercial, research and business development opportunities and to directly enhance shareholder value through share
repurchases and dividends. For additional information about our financiat condition, fiquidity, capital resources, share repurchases (including
accelerated share repurchases) and dividends, see the "Analysis of Financial Condition, Liquidity and Capital Resources” section of this
Financial Review. For additional information about our recent business development activities, see the “Our Strategy—OQur Business
Development Initiatives” section of this Financial Review.

In December 2017, our Board of Directors declared a first-quarter 2018 dividend of $0.34 per share, an increase from the $0.32 per-share
quarterly dividend paid during 2017. For additional information, see the “Analysis of Financial Condition, Liquidity and Capital Resources”
section of this Financial Review and Notes to Consolidated Financial Statements—~Note 12. Equity.

We remain focused on achieving an appropriate cost structure for the Company. For additional information about our cost-reduction and
productivity initiatives, see the "Costs and Expenses—Restructuring Charges and Other Costs Associated with Acquisitions and Cost-
Reduction/Productivity Initiatives” section of this Financial Review and Notes to Consolidated Financial Statements—Note 3. Restructuring
Charges and Other Costs Associated with Acquisitions and Cost-Reduction/Productivity Initiatives.

Increasing Investment in the U S —After evaluating the expected positive net impact the TCJA will have on us, we have decided to take several

actions:

+ Over the next five years, we plan to invest approximately $5.0 billion in capital projects in the U.S., including the strengthening of cur
manufacturing presence in the U.S.

In the fourth quarter of 2017, we made a $200 million charitable contribution to the Pfizer Foundation, an organization that provides grant and
investment funding to support organizations and social entrepreneurs in an effort to improve healthcare delivery.

- We made a $500 million voluntary contribution to our U.S. pension plan in February 2018.

- We have alsc allocated approximately $100 million for a special, one-time bonus to be paid te all non-executive Pfizer colieagues that is
expected to be paid in the first quarter of 2018,

Our Business Development Initiatives

We are committed to capitalizing on growth opportunities by advancing our own pipeline and maximizing the value of our in-line products, as
well as through various forms of business deveiopment, which can include alliances, licenses, joint ventures, collaborations, equity- or debt-
based investments, dispositions, mergers and acaquisitions. We view our business development activity as an enabtler of our strategies, and we
seek to generate earnings growth and enhance shareholder value by pursuing a disciplined. strategic and financial approach to evaluating
business development opportunities. We continue to evaluate business development transactions that have the potential to strengthen one or
both of our businesses and their capabilities, such as our acquisitions of Hospira, Medivation, Anacor and AstraZeneca’'s small molecule anti-
infectives business, as well as collaborations, and alliance and license agreements with other companies, including our collaberations with
Cellectis, OPKO and Merck KGaA. We assess our businesses, assets and scientific capabilities/portfolic as part of cur regular, ongoing
portfolio review process and alse continue to consider business development activities that will advance our businesses. In October 2017, we
announced that we are reviewing strategic alternatives for our Consumer Healthcare business. A range of options will be considered, including
a full or partial separation of the Consumer Healthcare business from Pfizer through a spin-off, sale or other transaction, and we may ultimately
determine to retain the business. We expect that any decision regarding strategic alternatives for Consumer Healthcare would be made during
2018. For additional information on our business development activities, see Notes to Consolidated Financial Statements—Note 2.
Acquisitions, Sale of Hospira Infusion Systems Net Assets, Research and Development and Collaborative Arrangements, Equity-Method
Investments and Cost-Method investment.

The more significant recent transactions and events are described below:

« Sale of Hespira Infusion Systems Net Assets to ICU Medical, Inc. (EH)—On February 3, 2017, we completed the sale of our global infusion
systems net assets, HIS, to ICU Medical. In connection with this transaction, we recognized pre-tax losses of approximately $55 million in
2017 in Other {income)/deductions—nei, representing adjustments to amounts previousty recorded in 2016 to write down the HIS net assets
to fair value less costs to sell. We may record additional adjustments to the loss on the sale of HIS net assets in future periods, pending final
working capital adjustments, among other agreement provisions, which we do not expect to have a material impact on our consolidated
financial statements.

« Acquisition of AstraZeneca's Smali Molecule Anti-Infectives Business (EHI—On December 22, 2016, which falls in the first fiscal quarter of
2017 for our international operations, we acquired the development and commercialization rights to AstraZeneca's small molecule anti-
infectives business, primarily outside the U.S. The total fair value of the consideration transferred for this business was approximately $555
million in cash plus the fair value of contingent consideration of $430 million.

Acquisition of Medivation, Inc. (IH)—On September 28, 2016, we acquired Medivation for $81.50 per share. The total fair value of
consideration transferred for Medivation was approximately $14.3 billion in cash {$13.9 billion, net of cash acquired). Medivation's pertfolio
includes Xtandi (enzalutamide), an androgen receptor inhibitor that blocks muitiple steps in the androgen receptor signaling pathway within
tumor cells. Xtandi is being developed and commercialized through a ccllaboration with Astellas. Astellas has exclusive commercialization
rights for Xtandi outside the U.S. In addition, Medivation has a development-stage oncology asset in its pipeling, talazoparib, which is
currently in a Phase 3 study for the treatment of BRCA-mutated breast cancer.

Acquisition of Bamboo Therapeutics, Inc. (IH)—On August 1, 2016, we acquired all the remaining equity in Bamboo, a privately-held
biotechnology company, focused on developing gene therapies for the potential treatment of patients with certain rare diseases relating to
neuromuscular conditicns and those affecting the central nervous system, for $150 million, plus potential milestone payments of up to $495
million contingent upon the progression of key assets through development, regulatory approval and commercialization. We previously
purchased a minority stake in Bamboo in the first quarter of 2016 for a payment of approximately $43 million. This acquisition provides us
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with several clinical and pre-clinical assets that complement our rare disease portfolic, an advanced recombinant AAV vector design and
production technology, and a fully functional Phase [l gene therapy manufacturing facility.

Acquisition of Anacor Pharmaceuticals, Inc. (IH)——0n June 24, 2016, we acquired Anacor for $99.25 per share. The total fair value of
consideration transferred for Anacor was approximately $4.9 billion in cash (§4.5 billion net of cash acquired) plus $698 miliion debt
assumed. Anacor’s crisaborole, a non-steroidal topical PDE-4 inhibitor with anti-inflammatory properties, was approved by the FDA on
December 14, 2016 under the trade name, Eucrisa, for the treatment of mild-to-moderate atopic dermatitis in patients two years of age and
older, commenly referred to as a type of eczema. Anacer also holds the rights to Kerydin, a topical treatment for onychomycosis {toenail
fungus) that is distributed and commercialized by Sandoz in the U.S.

+ Research and Development Arrangement with NovaQuest Co-lnvestment Fund 1. L P. —OCn November 1, 2016, we announced the
discontinuation of the global clinical development program for bococizumab. During December 2016, $31.3 million was refunded to
NovaQuest representing amounts NovaQuest prepaid for development costs (under the May 2016 agreement described below) that were not
used for program expenses due to the discontinuation of the development program. No additional payments have been or are expected to be
received from or paid te NovaQuest under this agreement, which was effectively terminated on November 18, 2016.

In May 2016, our agreement with NovaQuest became effective, under which NovaQuest agreed to fund up to $250 million in development
costs related to certain Phase li clinical trials of Pfizer's bococizumab compound and Pfizer agreed to use commercially reasonable efforts to
develop and obtain regulatery approvals for such compound. NovaQuest's develcpment funding was expected to cover up to 40% of the
development costs and was to be received over five quarters during 2016 and 2017. As there was a substantive and genuine transfer of risk
to NovaQuest, the development funding applicable to program expenses during 2016 was recognized as an obligation to perform centractual
services and therefore has been recognized as a reduction of Research and development expenses as incurred. The reduction to Research
and development expenses for 2016 totaled $180.3 million.

+ Research and Development Arrangement with NovaQuest Co-lnvestment Fund V, L.B——In April 2016, Pfizer entered intc an agreement with
NovaQuest under which NovaQuest will fund up to $200 million in develocpment costs related to certain Phase IH] clinical trials of Pfizer's
rivipansel compound and Pfizer will use commercially reasonable efforts to develop and obtain regulatory approvals for such compound.
NovaQuest's development funding is expected to cover up to 100% of the development costs and will be received over approximately 12
quarters from 2016 to 2018. As there is a substantive and genuine transfer of risk te NovaQuest, the development funding is recegnized by
us as an obligation to perform contractual services and therefore is a reduction of Research and development expenses as incurred. The
reduction to Research and development expenses totaled $72.1 million for 2047 and $46.6 milion for 2016. Following potential regulatory
approval, NovaQuest will be eligible to receive a combinaticn of fixed milestone payments of up to approximately $267 million in total, hased
on achievement of first commercial sale and certain levels of cumulative net sales as well as royalties on rivipansel net sales over
approximately eight years. Fixed sales-based milestone payments will be recorded as intangible assets and amortized to Amortization of
intangible assets over the estimated commercial fife of the rivipansel product and royaities on net sales will be recorded as Cost of sales
when incurred.

+ Research and Development Arrangement with RP1 Finance Trust——In January 2016, Pfizer entered into an agreement with RPI, a subsidiary
of Royalty Pharma, under which RP! will fund up to $300 million in development costs related to certain Phase Il clinical trials of Pfizer's
Ibrance (paibociciib) product primarily for adjuvant treatment of hormone receptor positive early breast cancer (the Indication). RPI's
development funding is expected to cover up to 100% of the costs primarily for the applicable clinical trials through 2021. As there is a
substantive and genuine transfer of risk to RPI, the development funding is recognized by us as an obligation to perform contractual services
and therefore is a reduction of Research and development expenses as incurred. The reduction tc Research and development expenses
totaled $75.6 million for 2017 and $44.9 million for 2016. H successful and upon approval of Ibrance in the U.S. or certain major markets in
the EU for the Indication based on the applicable clinical triais, RFI will be eligible to receive a combination of approval-based fixed milestone
payments of up to $250 million dependent upon results of the clinical trials and royalties on certain Ibrance sales over approximately seven
years. Fixed milestone payments due upon approval will be recorded as intangible assets and amortized to Amortization of intangible assets
over the estimated commercial life of the Ibrance product and sales-based royalties will be recorded as Cost of sales when incurred.

Acquisition of Hospira (EH)——On September 3, 2015, we acquired Hospira, a leading provider of sterile injectable drugs and infusion
technologies as well as a provider of biosimilars, for approximately $16.1 billion in cash ($15.7 billien, net of cash acquired).

Acquisition of a Minority Interest in AM-Pharma B.V. (IH)—!n April 2015, we acquired a minerity equity interest in AM-Pharma, a privately-
held Dutch biopharmaceutical company focused on the development of recAP for inflammatory diseases, and secured an exclusive option to
acquire the remaining equity in the company. The option becomes exercisabie after completion of a Phase il trial of recAP in the treatment of
Acute Kidney Injury related to sepsis, which is currently expected in the first quarter of 2018. Under the terms of the agreement, we originally
paid $87.5 million for both the exclusive option and the mincrity equity interest, which was recorded as a cost-methed investment in Long-
term invesiments. During the fourth quarter of 2017, we recognized a loss of $43 million for an impairment of our long-term investment.

Collaboration with OPKQ Health. Inc.—We entered into a collaborative agreement with OPKO, which closed in January 2015, to develop and
commercialize CPKO's iong-acting hGH-CTRP for the treatment of GHD in adults and children, as well as for the treatment of growth failure in
children born SGA who fail to show catch-up growth by two years of age. hGH-CTF has the potential to reduce the required dosing frequency
of human growth hormone to a single weekly injection from the current standard of ene injection per day. We have received the exciusive
license to commercialize hGH-CTP worldwide. OPKO will lead the clinical activities and will be responsible for funding the development
programs for the key indications, which include Adult and Pediatric GHD and Pediatric SGA. We wilt be responsible for all development costs
for additional indications, all postmarketing studies, manufacturing and commercialization activities for all indications, and we will lead the
manufacturing activities related to product development. In February 2015, we made an upfront payment of $2925 million to OPKC, which was
recorded in Research and development expenses, and OPKQ is eligible to receive up te an additional $275 million upon the achievement of
certain regulatory milestones. OPKO is also eligible to receive royalty payments associated with the commercialization of hGH-CTP for Adult
GHD, which is subject to regulatory approval. Upon the launch of hGH-CTFP for Pediatric GHD, which is subject to regulatory approval, the
rovalties wilt transition to tiered gross profit sharing for both hGH-CTPF and our product, Genotropin.
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« Acquisition of Marketed Vaccines Business of Baxter international inc. (IH)-—On December 1, 2014 (which feil in the first fiscal quarter of
2015 for our internationai operations), we acquired Baxter's portfolio of marketed vaccines for a final purchase price of $648 million. The
portfolio that was acquired consists of NeisVac-C and FSME-IMMUN/TicoVac. NeisVac-C is a vaccine that helps protect against meningitis
caused by group C meningococcal meningitis and FSME-IMMUN/TicoVac is a vaccine that helps protect against tick-borne encephalitis.

Collaboration with Merck KGaA (IH)——In November 2014, we entered into a collaborative arrangement with Merck KGaA, to jointly develop
and commercialize avelumab, the proposed international non-proprietary name for the investigational anti-PD-L1 antibody (MSB0010718C),
currently approved as Bavencio for metastatic MCC and for patients with tecally advanced or metastatic UC in certain countries and in
development as a potential treatment for muitipie other types of cancer. Under the terms of the agreement, in the fourth quarter of 2014, we
made an upfront payment of $850 million to Merck KGaA and Merck KGaA s eligible to receive regulatory and commercial milestone
payments of up to approximately $2.0 billion. As of December 31, 2017, we made $140 million in milestone payments to Merck KGaA for
approvals of avelumab received in 2017 for the MCC indication in the U.S., the EU and Japan, and for the metastatic UC indication in the
U.S. Both companies jointly fund all development and commercialization costs, and split equally any prefits generated from selling any anti-
PD-L1 or anti-PD-1 products from this collaboration. Also, as part of the agreement, we gave Merck KGaA certain co-promotion rights for
Xalkori in the U.S. and several other key markets.

Collaberation with Eli Lilly & Company——In 2013, we entered into a cclfaboration agreement with Lilly to jointly develop and glebally
commercialize Plizer's tanezumab, which provides that Pfizer and Lilly will equally share product-development expenses as wel as potentiat
revenues and certain product-related costs. Following the decision by the FDA in March 2015 to lift the partial clinical hold on the tanezumab
development program, we received a $200 million upfront payment from Lilly in accordance with the collaboration agreement between Pfizer
and Lilly, which is recorded as deferred revenue in our consolidated balance sheet and is being recognized into Cther (income) Adeductions—
net over a muiti-year pericd beginning in the second quarter of 2015. Pfizer and Lilly resumed the Phase 3 chronic pain program for
tanezumab in July 2015. The FDA granted Fast Track designation for tanezumab for the treatment of chronic pain in patients with OAand
CLBPin June 2017. Under the collaboration agreement with Lilly, we are eligible to receive additional payments from Lilly upon the
achievement of specified regulatory and commercial milestones.

Our Financial Guidance for 2018

The following table provides our financial guidance for full-year 2018 &

Revenues $53.5 to $55.5 billien
Adjusted cost of sales as a percentage of revenues 20.5%to 21.5%

Adjusted selling, informational and administrative expenses $14.0to $15.0 billion
Adjusted research and development expenses $7.4 16 $7.9 hillion
Adjusted other {income)/deductions Approximately $400 millien of income
Effective tax rate on adjusted income Approximately 17.0%
Adjusted diluted EPS $2.90 to $3.00

%1 The 2018 financial guidance reflects the following:

+  Afull year contribution from Censumer Healthcare. Pfizer continues to expect that any decision regarding strategic alternatives for Consumer Healthcare
would be made during 2018.

+ Does not assume the completion of any business development transactions not completed as of December 31, 2017, including any one-time upfront
payments associated with such transactions.

+ Exchange rates assumed are as of mid-January 2018.

+ Reflects an anticipated negative revenue impact of $2.0 billion due to recent and expected generic and biosimilar competition for certain products that have
recently fost or are anticipated to soon lose patent protection. Assumes no generic competition for Lyrica in the U.S. until June 2019, which is contingent upon
a six-month patent-term extension granted by the FDA for pediatric exclusivity, which the company is currently pursuing.

+ Reflects the anticipated favorable impact of $900 million on revenues and $0.06 on adjusted diluted EPS as a result of favorable changes in foreign exchange
rates relative to the U.S. dotlar compared to foreign exchange rates fram 2017,

+ Guidance for the effective tax rate on Adjusted income reflects our provisional estimate ofthe impact of the TCJA.

+ Guidance for adjusted diluted EPS assumes diluted weighted-average shares outstanding of appreximately 6.0 billien shares, which reflects anticipated share
repurchases totaling $5.0 billion in 2018. Dilution related to share-based smployes compensation programs is sxpected to offset by approximately haif the
reduction in shares associated with these anticipated share repurchases.

' For an understanding of Adjusted income and its components and Adjusted diluted EPS (all of which are non-GAAP financial measures), see the “Non-GAAP

Financial Measure (Adjusted Income)” section of this Financial Review.

Pfizer does not provide guidance for GAAP Reported financial measures (other than Revenues) or a reconciliation of forward-leoking non-GAAP financial

measures to the most directly comparable GAAP Reported financial measures on a forward-looking basis because it is unable to predict with reasonable

certainty the ultimate cutcome of pending litigation, unusual gains and losses, acquisition-related expenses and potential future asset impairments without
unreasonabile effort. These items are uncertain, depend on various factors, and could have a material impact on GAAP Reported results for the guidance peried.

=3

For information about our actual costs and anticipated costs and cost savings associated with our three-year cost-reduction initiative entered
into in the fourth quarter of 2016, the Hospira acquisition. our recent business development activities, and global commercial structure, see the
"Costs and Expenses—Restructuring Charges and Other Costs Associated with Acquisitions and Cost-Reduction/Productivity Initiatives”
section of this Financial Review and Notes to Consolidated Financial Statements—~Note 3. Restructuring Charges and Other Costs Associated
with Acquisitions and Cost-Reduction/Productivity Initiatives.

QCur 2018 financial guidance is subject to a number of factors and uncertainties as described in the “Our Operating Environment”, “The Global

Economic Environment”, "Our Strategy” and “Forward-Looking Information and Factors That May Affect Future Results” sections of this
Financial Review; and Part |, ltem 1A, "Risk Factors” of cur 2017 Form 10-K.
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SIGNIFICANT ACCOUNTING POLICIES AND APPLICATION OF CRITICAL ACCOUNTING
ESTIMATES AND ASSUMPTIONS

For a description of our significant accounting palicies, see Notes to Consclidated Financial Statements—Note 1. Basis of Presentation and
Significant Accounting Policies. Of these pdlicies, the following are considered critical to an understanding of our consclidated financial
statements as they require the application of the most subjective and the most complex judgments: (i) Acquisitions {Note 1D); {ii} Fair Value
(Nete 1E): (iii} Revenues (Note 1G): (iv) Asset impairments {Note 1K) {v) Income Tax Assets and Liabilities and Income Tax Contingencies
(Ncte 10); (vi) Pension and Postretirement Benefit Plans (Note 1F); and Legal and Environmental Contingencies (Note 1Q).

Following is a discussion about the critical accounting estimates and assumptions impacting our consolidated financial statements. See also
Notes to Consclidated Financial Statements——Note 1C. Basis of Presentation and Significant Accounting Policies: Estimates and Assumptions
for a discussion about the risks associated with estimates and assumptions.

Acquisitions and Fair Value

For a discussion about the application of fair value to our recent acquisitions, see Notes to Consolidated Financiai Statements—Note 2A.
Acquisitions, Sale of Hospira Infusion Systems Net Assets, Research and Development and Collaborative Arrangements, Equity-Method
Investments and Cost-Method investment. Acquisitions.

For a discussion about the application of fair value to our investments, see Notes to Consolidated Financial Statements—Ncfe 7A. Fair Value
Measurements.

For a discussion about the application of fair value to our benefit plan assets, see Notes to Consclidated Financial Statements—~Nofe 11D.
Pension and Postretirement Benefit Plans and Defined Contribution Flans: Plan Assets.

For a discussion about the application of fair value to our asset impairment reviews, see “Asset Impairment Reviews” below.
Revenues

Cur gross product revenues are subject to a variety of deductions, that generally are estimated and recorded in the same period that the
revenues are recognized, and primarily represent chargebacks, rebates and sales allowances to wholesalers, and, to a lesser extent,
distributors like MCOs, retailers and government agencies with respect to our pharmaceutical products. Those deductions represent estimates
of rebates and discounts related to gross sales for the reporting peried and. as such, knowledge and judgment of market conditions and
practice are required when estimating the impact of these revenue deductions on gross sates for a reporting period.

Historically, our adjustments of estimates, to reflect actual results or updated expectations, have not been material to our overall business. On
a quarterty basis. our adjustments of estimates to reflect actual results generally have been less than 1% of revenues, and have resulted in
either a net increase or a net decrease in revenues. Product-specific rebates, however, can have a significant impact on year-over-year
individual product growth trends. If any of our ratios, factors, assessments, experiences or judgments are not indicative or accurate predictors
of our future experience, our results could be materially affected. The sensitivity of ocur estimates can vary by program, type of customer and
geographic location. However, estimates associated with U.S. Medicare, Medicaid and performance-based contract rebates are most at risk
for material adjustment because of the extensive time delay between the recording of the accrual and its ultimate settlement, an interval that
can generally range up to one year. Because of this time lag, in any given cuarter, our adjustments to actual can incorporate revisions of
several prior quarters.

Asset Impairment Reviews

We review all of our leng-lived assets for impairment indicators throughout the year. We perform impairment testing for indefinite-lived
intangible assets and goodwill at least annually and for all other long-lived assets whenever impairment indicators are present. When
necessary, we record charges for impairments of long-lived assets for the amount by which the fair value is less than the carrying value of
these assets. Our impairment review processes are described in the Notes to Consdlidated Financial Statements—~Nole 1K. Basis of
Presentation and Significant Accounting Policies: Amortization of Intangible Assets, Depreciation and Certain Long-Lived Assets.

Examples of events or circumstances that may be indicative of impairment include:

« Asignificant adverse change in legal factors or in the business climate that could affect the value ofthe asset. For example, a successful
challenge of our patent rights would likely result in generic competition earlier than expected.

« Asignificant adverse change in the extent or manner in which an asset is used. For example, restrictions imposed by the FDA or other
regutatory authorities could affect our ability to manufacture or seli a product.

« Aprojection or forecast that indicates losses or reduced profits associated with an asset. This could result, for example, from a changein a
government reimbursement program that results in an inability to sustain projected product revenues and profitability. This also could resuit
from the introduction of a competitor's product that results in a significant loss of market share or the inability to achieve the previously
projected revenue growth, as well as the lack of acceptance of a product by patients, physicians and payers. For IPR&D projects, this
could result from, among other things, a change in outlook based on clinical trial data, a delay in the prgjected launch date or additional
expenditures to commercialize the product.
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identifiable Intangible Assets

As a result of our identifiable intangible asset impairment review work, we recognized a number of impairments of identifiable intangible assets
for the years ended December 31, 2017, 2016 and 2015. See Notes to Consolidated Financial Statements—~Note 4. Other (Income)/
Deductions—Nef.

When we are required to determine the fair value of intangible assets cther than goodwill, we use an income approach, specifically the
discounted cash flow method. \We start with a forecast of all the expected net cash flows associated with the asset, which includes the
application of a terminal value for indefinite-ived assets, and then we apply an asset-specific discount rate to arrive at a net present value
amount. Some of the more significant estimates and assumptions inherent in this approach include: the amount and timing of the projected net
cash flows, which includes the expected impact of competitive, legal and/or regulatory forces on the projections and the impact of
technological risk associated with IPR&.D assets, as well as the selection of a long-term growth rate; the discount rate, which seeks to refiect
the various risks inherent in the projected cash flows; and the tax rate, which seeks to incorporate the geographic diversity of the projected
cash flows.

While ali intangible assets other than goodwill can face events and circumstances that can lead to impairment, in general. intangible assets
cther than goodwill that are most at risk of impairment include IPR&D assets (approximately $5.2 billion as of December 31, 2017) and newly
acquired or recently impaired indefinite-lived brand assets. {PR&D assets are high-risk assets, as R&D is an inherently risky activity. Newly
acquired and recently impaired indefinite-lived assets are more vulnerable to impairment as the assets are recorded at fair value and are then
subsequently measured at the lower of fair value or carrying value at the end of each reporting period. As such, immediately after acquisition
or impairment, even small declines in the outiock for these assets can negatively impact our ability to recover the carrying value and can result
in an impairment charge.

Goodwill

As a result of our goodwill impairment review work, we concluded that none of our goodwill was impaired as of December 31, 2017, and we do
not believe the risk of impairment is significant at this time.

We first assess qualitative factors to determine whether it is more likely than not that the fair value of a reporting unit is less than its carrying
amount. Qualitative factors that we consider include, for exampie, macroeccnomic and industry conditions, overalt financial performance and
cther relevant entity-specific events. If we conclude that it is more likely than not that the fair value of a reporting unit is less than its carrying
value, we then perform a quantitative fair value test.

When we are required to determine the fair value of a reporting unit, as appropriate for the individual reporting unit, we mainly use the income
approach but we may also use the market approach, or a weighted-average combinaticn of both approaches.

«  The income approach is a forward-iooking approach to estimating fair value and relies primarily on internal forecasts. Within the income
approach, the method that we use is the discounted cash flow method. We start with a forecast of all the expected net cash flows
associated with the reporting unit, which includes the application of a terminal vaiue. and then we apply a reporting unit-specific discount
rate to arrive at a net present value amount. Some of the more significant estimates and assumptions inherent in this approach include:
the amount and timing of the projected net cash flows, which includes the expected impact of technological risk and competitive, legal and/
or regulatory forces on the projections, as well as the selection of a long-term growth rate; the discount rate, which seeks to reflect the
various risks inherent in the projected cash flows; and the tax rate, which seeks to incorperate the gecgraphic diversity of the projected
cash fiows.

«  The market approach is a historical approach to estimating fair value and relies primarily on external information. Within the market
approach are two methods that we may use:

Guideline public company method—this methed employs market multiples derived from market prices of stocks of companies that are
engaged in the same or similar lines of business and that are actively traded on a free and open market and the application of the
identified multiples to the corresponding measure of our reporting unit's financial performance.

Guideline transaction method—this method relies on pricing multiples derived from transactions of significant interests in companies
engaged in the same or similar lines of business and the appiication of the identified multiples to the correspending measure of our
reporting unit's financial performance.

The market approach is only appropriate when the available external information is robust and deemed to be a reliable proxy for the
specific reporting unit being valued; however, these assessments may prove tc be incomplete or inaccurate. Some of the more significant
estimates and assumptions inherent in this approach include: the selection of appropriate guideline companies and transactions and the
determination of applicable premiums and discounts based on any differences in ownership percentages, ownership rights, business
ownership forms or marketability between the reporting unit and the guideline companies and transactions.

For all of our reporting units, there are a number of future events and factors that may impact future results and that could potentially have an
impact on the outcome of subsequent goodwill impairment testing. For a list of these factors, see the “Forward-Looking Information and
Factors That May Affect Future Resuits™ section of this Financial Review and Part |, Iltem 1A, "Risk Factors” in our 2017 Form 10-K.

Benefit Plans
The majority of cur employees worldwide are covered by defined benefit pension plans, defined contribution plans or beth. In the U.S., we
have both IRC-qualified and supplemental (non-qualified) defined benefit plans and defined contribution plans, as well as other postretirement

benefit plans consisting primarily of medicat insurance for retirees and their eligible dependents.

The accounting for benefit plans is highly dependent on actuarial estimates, assumptions and calculations, which can result from a complex
series of judgments about future events and uncertainties. The assumptions and actuarial estimates required to estimate the net employee

2017 Financial Report 17

02.08.2019 kI 08:59 Brgnngysundregistrene Side 40 av 171



Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 986210229

Financial Review
Pfizer Inc. and Subsidiary Companies

benefit cbligations for the defined benefit and postretirement plans include the discount rate; expected salary increases; certain employee-
related factors, such as turnover, retrement age and mortality (life expectancy); expected return on plan assets; and healthcare cost trend
rates.

Effective January 1, 2018, accruals for future benefits under the Pfizer Consolidated Pension Plan (our largest U.S. defined benefit plan) and
the defined benefit section of the Pfizer Group Pensicn Scheme (our largest pension plan in the U.K.) were frozen and will result in elimination
of future service costs for the plan. The Pfizer defined contribution savings plan will provide additional annual contributions to those previously
accruing benefits under the Pfizer Consclidated Pension Plan and active members of the Pfizer Group Pension Scheme will start accruing
benefits under the defined contribution section of that pian.

As of December 31, 2017, the noncurrent porticn of our pension benefit obligations, net, and our postretirement benefit obligations, net
decreased, in the aggregate, by approximately $742 million compared to December 31, 2016. The decrease reflects, among cther things, the
$1.0 bilion voluntary pension contribution we made in January 2017 and an increase in actual returns on plan assets, partially offset by the
impact of a decrease in the discount rate used in the measurement of plan obligations.

Cur assumptions reflect our historical experiences and our judgment regarding future expectations that have been deemed reasonable by
management. The judgments made in determining the costs of our benefit plans can materially impact our results of cperations.

The following table provides (i) at the end of each year, the expected annuail rate of return on plan assets for the following year, (ii) the actual
annual rate of return on plan assets achieved in each year, and (iii) the weighted-average discount rate used to measure the benefit
obligations at the end of each year for our U.S. qualified pensicn plans and our international pension pians™:

2017 2016 2015

U.S. Qualified Pension Plans

Expected annual rate of return on plan assets 7.5 % 8.0% 8.0%

Actual annual rate of return on plan assets 16.2 3.1 (0.8)

Discount rate used to measure the plan obligations 3.8 4.3 4.5
International Pension Plans

Expected annual rate of return on plan assets 4.4 4.7 52

Actual annual rate of return on plan assets 10.3 9.3 3.6

Discount rate used to measure the plan obligaticns 2.3 2.4 3.1

" For detailed assumptions associated with our benefit plans, ses Notes to Consolidated Financial Statements—Note 11B. Pension and Postretirement Benefif
Plans and Defined Contribution Plans: Actuarial Assumptions.

Expected Annual Rate of Return on Plan Assets

The assumptions for the expected annual rate of return on all of cur plan assets reflect our actual historical return experience and our iong-
term assessment of forward-tocking return expectations by asset classes, which is used to develop a weighted-average expected return based
on the implementation of our targeted asset allecation in our respective plans.

The expected annual rate of return on plan assets for our U.S. plans and the majority of our international plans is applied to the fair value of
plan assets at each year-end and the resulting amount is reflected in our net periodic benefit costs in the foliowing year. In February 2018,
Pfizer made a voluntary contribution of $500 million to the U.S. qualified pension plans. In 2018, this contribution was included in the plan
asset balance for purposes of determining the expected return on plan assets.

The following table illustrates the sensitivity of net periodic benefit costs to a 50 basis point decline in our assumption for the expected
annual rate of return on plan assets, holding all other assumptions constant (in millions, pre-tax):

increase in 2018 Net
Change Periodic Benefit Costs

Assumption
Expected annual rate of return on plan assets 50 basis point decline $110

The actual return on plan assets resulted in a net gain on our plan assets of approximately $2.9 billion during 2017.

Discount Rate Used to Measure Plan Obligations

The weighted-average discount rate used to measure the plan obligaticns for our U.S. defined benefit plans is determined at ieast annually
and evaluated and modified, as required, to reflect the prevailing market rate of a portfolio of high-quality fixed income investments, rated AA/
Aa or better, that reflect the rates at which the pension benefits could be effectively settied. The discount rate used to measure the plan
cbligations for our international plans is determined at least annually by reference to investment grade corperate bonds, rated AA/Aa or better,
including, when there is sufficient data, a yield-curve approach. These discount rate determinations are made in consideration of local
requirements.

The measurement of the plan obligations at the end of the vear will affect the amount of service cost, interest cost and amortization expense
reflected in our net periodic benefit costs in the following year.
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The following table illustrates the sensitivity of net pericdic benefit costs and benefit obligations to a 10 basis point decline in ocur assumption
for the discount rate. holding all other assumptions constant {in millions, pre-tax):

Increase in 2018

Net Periodic 2017 Benefit

Change Benefit Costs Obligations

Assumption Increase Increase
Discount rate 10 basis point decline 38 $463

The change in the discount rates used in measuring our plan obligations as of December 31, 2017 resulted in an increase in the measurement
of our aggregate plan obligaticns by approximately $1.3 billion.

fncome Tax Assets and Liabifities

in the fourth quarter of 2017, we recorded an estimate of certain tax effects of the TCJA, including the impact on deferred tax assets and
liabilities from the reduction in the corporate tax rate from 35% to 21%, the impact on valuaticn allowances and other state income tax
considerations, a repatriation tax liability on accumulated post-1986 foreign earnings for which we plan to elect payment over eight years
through 2026 that is reported in Cther taxes payabie, and deferred taxes on basis differences expected to give rise to future taxes on global
intangible low-taxed income. in addition, we had provided deferred tax liahilities in the past on foreign earnings that were not indefinitely
reinvested. As a resuit of the TCJA, we reversed an estimate of the deferred taxes that are no longer expected to be needed due to the
change to the territorial tax system. The estimated amounts recorded may change in the future due te uncertain tax positions.

The TCJA subjects a U.S. shareholder to current tax on global intangible low-taxed income earned by certain foreign subsidiaries. The FASB
Staff Q&A, Topic 740, No. 5, Accounting for Global Intangible Low-Taxed Income, states that we are permitted to make an accounting policy
election to either recognize deferred taxes for temporary basis differences expected to reverse as gicbal intangible iow-taxed income in future
years or provide for the tax expense related to such income in the year the tax is incurred. We have elected to recognize deferred taxes for
temporary differences expectedtoreverse as global intangible low-taxedincome in future years. However, given the complexity ofthese provisions,
we have not finalized our analysis. We were able to make a reasonable estimate of the deferred taxes on the temporary differences expected to
reverse in the future and provided a provisional deferred tax liability as of December 31, 2017 The provisional amount is based on the evaluation
of certain temporary differences inside each of our foreign subsidiaries that are expected to reverse as global intangible low-taxed income.
However, as we continue to evaluate the TCJA's global intangible low-taxed income provisions during the measurement period, we may revise
the methodotogy used for determining the deferred tax Hability associated with such income.

We believe that we have made reasonable estimates with respect to each of the above items, however, all of the amounts recorded are
provisional as we have not completed our analysis of the complex and far reaching effects of the TCJA. Further, we continue to consider our
assertions on any remaining outside basis differences in our foreign subsidiaries as of December 31, 2017 and have not completed our
analysis. Under guidance issued by the staff of the SEC, we expect tc finalize our accounting retated to the tax effects of the TCJA on deferred
taxes, vaiuation allowances. state tax considerations, the repatriation tax liability, gicbal intangible low-taxed income, and any remaining
outside basis differences in our foreign subsidiaries during 2018 as we compiete our analysis, computations and assertions. We will revise
these estimates during 2018 as we gather additional information to complete our tax returns and as any interpretation or clarification of the
TCJA occurs through legistation, U.S. Treasury actions or other means.

Income tax assets and liabilities also include Income tax valuation ailowances and accruals for uncertain tax positions. For additional
information, see Notes to Consclidated Financial Statements—Note 1C. Basis of Presentation and Significant Accounting Folicies: Estimates
and Assumptions; Note 10. Basis of Presentation and Significant Accounting Policies: Tax Assets and Liabilities and Income Tax
Contingencies and Nofe 5A. Tax Matters: Taxes on Income from Continuing Operations, as well as the “Analysis of Financial Condition,
Liguidity and Capital Resources—Selected Measures of Liquidity and Capital Resources—Contractual Obligations” section of this Financial
Review

Contingencies
For a discussion about income tax contingencies, see Notes to Consolidated Financial Statements—~Nofe 50. Tax Matters: Tax Contingencies.

For a discussion about legal and environmental contingencies, guarantees and indemnifications, see Notes to Consolidated Financiat
Statements—~Note 17. Commitments and Contingencies.
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ANALYSIS OF THE CONSOLIDATED STATEMENTS OF INCOME

Year Ended December 31, % Change

(MILLICHNS ©F DOLLARS) 2017 2016 2015 17/16 16115

Revenues § 52,546 $ 52824 $ 48851 (1} 8

Cost of sales 11,240 12.329 9,648 (9} 28
% of revenues 214 % 23.3% 19.7%

Selling, informational and administrative expenses 14,784 14.837 14,809 — —
% of revenues 281 % 28.1% 30.3%

Research and development expenses 7,657 7.872 7.690 (3} 2
% of revenues 14.6 % 14.9% 15.7%

Amortization of intangible assets 4,758 4.056 3,728 17 g
% of revenues 9.1 % 7.7% 7.6%

Restructuring charges and certain acquisition-related costs 487 1.724 1,152 (72} 50
% of revenues 0.9% 3.3% 2.4%

Other (income)/deductions—net 1,315 3,655 2,860 (64} 28

Income from continuing operations before provision/
(benefit) for taxes on income 12,305 8.351 8,965 a7 (7)
% of revenues 23.4% 15.8% 18.4%

Provision/(benefit) for taxes on income (9,049) 1.123 1,990 * (44)

Effective tax rate (73.5)% 13.4% 22.2%

Income from continuing operations 21,353 7.229 6,975 * 4
% of revenues 40.6 % 13.7% 14.3%

Discontinued cperations—net of tax 2 17 11 (87} 43
Net income before allocation to noncontrolling interests 21,355 7.246 6,956 * 4
% of revenues 40.6 % 13.7% 14.3%

Less: Net income attributable to noncontrolling interests a7 31 26 54 20

Net income attributable to Pfizer Inc. $ 21,308 $ 7215  § 6,960 * 4
% of revenues 40.6 % 13.7% 14.2%

Certain amounts and percentages may reflect rounding adjustments.
* Indicates calculation not meaningful or result is equal to or greater than 100%.

Revenues—Overview

Compared to 2016, total revenues for 2017 were unfavorably impacted by approximately $200 million as a result of 2017 having one less
selling day in both U.S. and international markets.

Tetal revenues in 2017 compared to 2016 reflect a slight operational decrease of $20 million, or less than 1%, and an unfavorable impact of
foreign exchange of $259 million, or less than 1%, in 2017, compared to 2016,

Compared to 2015, international revenues for 2016 were favorably impacted by approximately $100 million as a result of 2016 having one
more selling day in internaticnal markets. In the U.S. there was no difference in selling days in 2016, compared to 2015.

Tetal revenues in 2016 compared to 2015 reflect an operational increase of $5.5 billion, or 11%, partially offset by an unfavorable impact of
foreign exchange of $1.5 billion, or 3%, in 2016 compared to 2015.

See the “Revenues by Segment and Geography” and “Revenues—Major Products” sections of this Financial Report for additional anatyses.

See the “intellectual Property Rights and Collaboration/Licensing Rights” section of this Financial Report for informaticn about (i) recent losses
and expected losses of product exclusivity impacting product revenues and {if) recent losses of collaboration rights impacting alliance
revenues.

in addition, we expect to lose exclusivity for various other products in varicus markets over the next few years. For additional information, see
the “Patents and Cther Intellectual Property Rights” section in Part [, item 1, "Business’, of our 2017 Form 10-K.
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We have significant operations outside the U.S., with revenues exceeding $500 milion in the following number of countries:

Number of Countries Outside the U.S. with
$500 Million+ Revenues

2017 2016 2015

By total revenues, the U.S.. Japan and China are our three largest national markets:

Revenues by National Market

2017

2016

2015

] u.s. B Japan China - Other

inventory Stocking

Cur pelicy relating to the supply of pharmaceutical inventory at domestic whotesaters, and in major international markets, is to generally
maintain stocking levels under one month on average and to keep monthly levels consistent from year to year based on patterns of utilization.
We historically have been able to closely monitor these customer stocking levels by purchasing information from our customers directly or by
obtaining other third-party information. We believe our data sources to be directionally reliable but cannot verify their accuracy. Further, as we
do not control this third-party data, we cannot be assured of continuing access. Unusuat buying patterns and utilization are promptly
investigated.

Revenue Deductions

Cur gross product revenues are subject to a variety of deductions that are generally estimated and recorded in the same period that the
revenues are recognized, and primarily represent chargebacks, rebates and sales allowances to wholesalers, and. to a lesser extent,
distributors like MCOs, retailers and government agencies with respect to our pharmaceutical products. Those deductions represent estimates
of rebates and discounts related to gross sales for the reporting period and. as such, knowledge and judgment of market conditions and
practice are required when estimating the impact of these revenue deductions on gross sates for a reporting peried.

Historically, our adjustments of estimates. to reflect actual results or updated expectations, have not been material to our overall business. On
a quarterly basis. our adjustments of estimates to reflect actual results generally have been less than 1% of revenues, and have resulted in
either a net increase or a net decrease in revenues. Product-specific rebates, however, can have a significant impact on year-over-year
individual preduct growth trends. If any of our ratios, factors, assessments, experiences or judgments are nct indicative or accurate predictors
of our future experience, our results could be materially affected. The sensitivity of our estimates can vary by program, type of customer and
geographic location. However, estimates associated with U.5. Medicare, Medicaid and performance-based contract rebates are most at risk
for material adjustment because of the extensive time delay between the recording of the accrual and its ultimate settlement, an interval that
can generally range up to one year. Because of this time lag, in any given quarter, our adjustments to actual can incorporate revisions of
several prior quarters.
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The following table provides information about revenue deductions:

Year Ended December 31,

(MILLICMS QF DOLLARS) 2017 2016 2015
Medicare rebates™ $ 1,316 $ 1063 § 1,002
Medicaid and related state program rebates'™ 1,860 1,473 1,263
Performance-based contract rebates'® 3,245 2,560 2,253
Chargebacks®™ 5,047 5736 4961
Sales allowances™ 5,165 4623 4200
Sales returns and cash discounts 1,493 1,441 1,335
Total™ $ 19,126 $ 16895 _§ 15,014

"% Rebates are product-specific and, therefore, for any given year are impactad by the mix of products scid.

Performance-based contract rebates include contract rebates with managed care customers within the U.S,, including health maintenance organizations and
PBMs. who recsive rebates based on the achievement of contracted performance terms and claims under these contracts. Qutside the U.S., performance-

_ based contract rebates include rebates to wholesalers/distributors based on achievement of centracted performance for specific products or sales milestones.
= Chargebacks primarily represent reimbursements to U.S. wholesalers for henoring contracted prices to third parties.
9 Sales aliowances primarily represent price reductions that are contractual or legislatively mandated outside the U.S., discounts and distribution fees.
* For 2017, associated with the following segments: IH ($9.0 hillion); and EH ($10.1 billion). For 2016, associated with the following segments: IH ($7.1 killion);
and EH ($9.8 billion). For 2015, associated with the following segments: [H {$5.8 billion); and EH ($8.2 billion).

19)

Tetal revenue deductions for 2017 increased 13% compared to 2016, primarily as a resuit of:

an increase in performance-based contract rebates primarily due to increased sales of certain IH products to managed care customers in
the U.S.. and certain iH and EH products in developed Europe;

an increase in sales allowances as a result of sates growth, primarily in emerging markets;

an increase in Medicaid and related state program rebates, primarily as a result of increased sales of both {H and EH products through
these programs;

higher chargebacks resuiting from increased sales through U.S. wholesalers of certain {H products, partially offset by decreases in sterile
injectable sales; and

an increase in Medicare rebates driven by increased sales of iH products through this charnel, offset by certain EH products which have
recently lost exclusivity.

For information on our accruals for Medicare rebates, Medicaid and related state program rebates, performance-based contract rebates,
chargebacks, saies allowances and sales returns and cash discounts, including the balance sheet classification of these accruals, see Notes
to Consclidated Financial Statements—Nofe 1G. Basis of Presentation and Significant Accounting Policies. Revenues and Trade Accounts
Receivable.

Revenues by Segment and Geography

The following graphs show revenues by geography (dollars in billions):

Revenues by Segment and Geography

IH IH IH EH EH EH Pfizer Pfizer Pfizer
2015 2016 2017 2015 2016 2017 2015 2016 2017

u.s. International
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The following table provides worldwide revenues by operating segment and geography:

Year Ended Dacember 31. % Change
Worldwide us. International Worldwide us. International
(MILLICNS CF DOLLARS) 2017 2015 215 2017 2015 25 2017 205 2005 1116 176 1615 17M6 1615
Operating Segments®: o

H §31,422  $25197  $26758  §$18460 $16773 $14445  §12,962 (12424 §12312 g8 a 10 i) 4 1

EH 21124 23827 22,004 1,567 7298 13,857 14,C31 14,636 (11} 7 21} 32 (3) 9]
Total revenues §52,546  GE2E24 $48851  §26026 $06300 4204 $26M8  §06435 1747 {1} 8 {1} 21 — 3
3l

H = the Innovative Health segment; and EH = the Essential Health segment. For additional information about sach operating segment, see the “Our Strategy—
Commercial Operations” section of this Financial Review and Notes to Consolidated Financial Statements—~Note 18A. Segment, Geographic and Other
Revenue Information: Segment Information.

We recorded direct product and/or alliance revenues of more than $1 billion for each of nine products in 2017 and 2016 and for seven
preducts in 2015.

Direct Product And/Or Alliance Revenues of More Than $1 Billion

2017 2016 2015
Prevnar 13/Prevenar 13 Prevnar 13/Prevenar 13 Prevnar 13/Prevenar 13
Lyrica Lyrica Lyrica
Ibrance Enbrel Enbrel
Eliquis* lbrance Lipitor
Enbrel Lipitor Viagra
Lipitor Eliguis™ Sutent
Xeljanz Viagra Premarin famify of products
Viagra Sutent
Sutent Premarin family of products

* Eliguis includes alllance revenues and direct sales in 2017 and 2016.

These direct product sales and/or alliance product revenues represent 46% of our revenues in 2017, 43% of our revenues in 2016 and 41% of
our revenues in 2015. See the Revenues—Major Products section of this Financial Review for additional information.
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2017 v. 2016

The following provides an analysis of the change in revenues by geographic areas in 2017:

(MILLICHNS ©F DOLLARS) Worldwide u.s International

Dispesiticn-related cperaticnal impact:

Appreximately one month of HIS domestic operations and approximately twe months of
HiS international operations in 2017, compared to twelve months of HIS glebal
operations in 2016 (February 2017 sale) $ (1,082} $ (841) $ (221)

Other operational growth/{decline):

Continued growth from key brands inctuding Eliquis (globally). as well as Xeljanz and
Lyrica (IH) {both primarily in the U.8} 1,608 1,104 503

lbrance global growth: U.S. revenues increased primarily due to continued strong uptake
in the metastatic breast cancer setting. International revenues increased operationally,
but were negatively impacted by a one-time price adjustment to 2017 revenues related to

finalizing reimbursement agreements in certain developed Eurcpe markets. 993 757 236
Increase in Xtandi alliance revenues in the U.S. (September 2016 acquisition of

Medivation} 450 450 —
Growth from Biosimitars, primarily from Inflectra in the U.S. and developed Europe markets 209 115 94
Decline from Peri-LOE Products, primarily due to expected declines in Pristiq in the U.S.

as well as Lyrica (EH) and Vfend (both primarily in developed Europe markets} (957) (448) (509)
Lower revenues for Enbrel primarily in developed Europe markets due to continued

biosimilar competition (448) — (448)
Lower revenues for Viagra {IH} in the U.S. due to generic competition that began in

December 2017 (359} (359) —
Decline from the Sterile Injectable Pharmaceuticals portfolio, primarily due to legacy

Hospira product shortages in the U.S. (315) (460) 145
Decline in the Legacy Established Products portfolio primarily due to generic competition

in developed markets (188) (419) 231

Decline in Prevnar 13/Prevenar 13 revenues. U.S. revenues decreased primarily due to
the expected decline in revenues for the adult indication in the U.S. due to a high initial
capture rate of the eligible population following its successful fourth-quarter 2014 launch,
which resuited in a smaller remaining “catch up” opportunity compared to 2016, partially
offset by growth from the pediatric indication. International revenues increased primarily
due to the favorable overall impact of timing and increased veolume associated with
government purchases in certain emerging markets for the pediatric indication compared
with prior year, as well as from the inclusion of Prevenar 13 in additional naticnal
immunization programs in certain emerging markets for the adult and pediatric indications

in the fourth of quarter 2017. (108} 311 203
Other operational factors, net 157 68 89
Operational growth/{decline), net (20} (343) 323
Unfavorable impact of foreign exchange (259} — (258)
Revenues increasef(decrease) 3 (278) $ (343) $ 64

Emerging markets revenues increased $979 million, or 9%, in 2017 to $11.4 billion. reflecting an operaticnal increase of $1.1 billion, or 11%.
Foreign exchange had unfavorable impact of approximately 2% on emerging markets revenues. The operational increase in emerging markets
was primarily driven by our |H segment as well as our Legacy Established Preducts and Sterile injectable Pharmaceuticals portfolies.
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2016 v 2015

The following provides an analysis of the change in revenues by geographic areas in 2016:

(MILLICMS QF DOLLARS) Worldwide U.s. International
Acauisition-related operational impact:
The inclusion of Xtandi alliance revenues in the U.S. (September 2016 acquisition of
Medivation} 3 140 % 140 $ —
Other operational growth/{decline):
Continued operational growth from key brands including ibrance, Lyrica {IH), Xeljanz,
Chantix/Champix and Consumer Healthcare (all primarily in the U.S8.). as well as Eliquis
and Xalkori (both globally} 3582 2,936 646
Twelve months of revenues from legacy Hospira global operations in 2016, compared to
four months of legacy Hospira U.S. operations and three months of legacy Hospira
international operations in 2015 3125 2,228 896
Operational growth in the legacy Pfizer Sterile Injectable Pharmaceuticals portfolio, mostly
in emerging markets and the U.S. 259 86 173
Decline from the Peri-LOE Products portfolio, primarily due to the oss of exclusivity and
associated generic competition for certain Peri-LOE Products, primarily Zyvox in the U.S.
and certain developed Europe markets as well as Lyrica in certain developed Europe
markets (954} (169) (785)
Decline in Rebif revenues in the U.S. due to the year-end 2015 expiry of the collaberation
agresment to co-promote Rebif in the U.S., as well as lower revenues for Enbrel primarily
in most developed Europe markets, primarily due to biosimilar competition (571} (366) (205)
Decline in Prevnar 13/Prevenar 13 revenues, primarily driven by an expected decline in
revenues for the adult indication in the U.S. due tc a high initial capture rate of the eligible
population following its successful fourth-quarter 2014 launch, which resulted in a smailer
remaining “catch up” opportunity compared to the prior-year, as well as the unfaverable
impact of the timing of government purchases for the pediatric indication (454} (381) (74)
Other operational factors, net 328 180 138
Operaticnal growth, net 5,456 4,665 791
Unfavorable impact of foreign exchange (1.483) — (1,483)
Revenues increasef(decrease) 3 3973 % 4665 $ (692)

For additional information about operating segment revenues, see the “Analysis of Operating Segment Information” section of this Financial

Review.
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Revenues—Major Products

The following tabie provides revenue information for several of our major products. As described in Nofe 1A, acquisitions and divestitures have
impacted our results of cperations in 2017, 2016 and 2015.

(MILLICHS OF DOLLARS) Year Ended December 31, % Change
PRODUCT PRIMARY INDICATIONS OR CLASS 2017 2016 2015 7116 16/15
Total Qper. Total  Oper.
TOTAL REVENUES $52,546 $52,824 $48,851 {1) — 8 1
PFIZER INNOVATIVE HEALTH (H)"™ $31,422  $29,197 $26,758 8 8 9 1
Internal Medicine $ 9,684 § 8858 § 7611 9 10 18 17
Lyrica IH® Epilepsy, post-herpetic neuralgia and diabetic peripheral 4,511 4,165 3,655 8 9 14 14
neurcpathy. fibromyalgia. neuropathic pain due to spinal
cord injury
Eliquis alliance revenues and direcl Atrial fibriliation, deep vein thrombosis, pulmonary 2,523 1,713 913 47 47 88 88
sales embolism
Chantix/Champix An aid o smoking cessation treaiment in adufts 18 vears of 997 842 671 18 18 25 27
age or oider
Viagra 1H Erectile dysfunction 823 1,181 1,297 {30} {30) [&)] 9
BMP2 Development of hene and cartilage 261 251 232 4 4 8 8
Toviaz Overaclive bladder 257 258 267 — 1 ) #)
All other Internal Medicine Various 32 447 577 {30) {30) {22) (22)
Vaccines $ 6,001 $ 6071 §$ 6454 1) 1) ®) 3)
Prevnar 13/Prevenar 13 Vaccines for prevention of pneumococcal disease 5,601 5,718 6,245 {2) {2) ®) N
FSMEAMMUN-TicoVac Tick-borne encephalitis vaccine 134 114 104 138 19 10 10
All other Vaccines Various 266 239 104 " 12 " *
Oncology $ 6,056 § 4563 §$ 2,955 33 33 54 58
lbrance Advanced breast cancer 3,126 2,135 723 46 47 " *
Sutent Advanced and/or metastatic RCC, adjuvant RCC, 1,081 1,085 1,120 1) {1} 2) 1
refractory GIST (after disease progression on. or
intolerance to, imatinib mesylate) and advanced pancreatic
neurcendocrine tumar
Xalkori ALK-positive and RCS 1-positive advanced NSCLC 594 561 488 6 6 15 17
Xtandi afiance revenues Advanced prostate cancer 590 140 — * * " ’
Inlyta Advanced RCC 33¢ 401 430 {15) {14) 7 %)
Bosulif Philadelphia chromesome—positive chronic myelogenous 233 167 111 39 40 50 49
leukemia
All other Qneology Various 93 63 83 a6 48 22) 23)
Inflammation & Immunology (I&1) $ 3,968 § 3928 $ 3918 1 1 - 6
Enbrel (Qutside the U.S. and Rheumatoid arthritis, juvenile idiopathic arthrilis, psoriatic 2,452 2,909 3,333 16) (15 (13) (5)
Canada) arthritis. plaque psoriasis, pediatric plaque psoriasis,
ankyiosing spondylitis and nonradiographic axial
spondyloarthritis
Xeljanz Rheumatoid arthritis; psoriatic arthritis 1,345 927 523 45 45 77 78
Eucrisa Mild-te-moderate atopic dermatitis (eczema} 67 — — * * — —
All other [& Various 103 92 61 11 13 51 42
Rare Disease $ 2,24 $ 2,369 $ 2425 (3) {5) 2) —
BeneFiX Hemephiia 604 712 752 {15) {15) %) )
Refacte AF/Xyntha Hemephilia 551 554 523 1) — 4 5
Genotropin Replacement of human growth hermone 532 579 817 {8) {7) (8) {8)
Somaverl Acromegaly 254 232 218 9 9 8 8
All other Rare Disease Various 300 292 306 3 3 {5) —
Consumer Heaithcare $ 3472 § 3407 $ 3295 2 2 — 5
PFIZER ESSENTIAL HEALTH (EH)™ $21,124 $23,627 $22,094 ) o) 7 11
Legacy Established Products (LEP)" 510,894  $11,197 $11,745 (3) (2) ) 1
Lipitor Reduction of LDL cholesterof 1,915 1,758 1,860 9 11 {8) 2
Premarin family Symptoms of menopause 977 1,017 1,018 4 {4) — —
Norvasc Hypertension 926 962 991 4) 2) ) 1
Xalatan/Xaiacom Glaucoma and ocular hypertension 335 262 399 {8) {8) &) {8
Effexor Depression and certain anxiety disorders 297 278 288 7 8 @ —_
Zoloft Depression and certain anxiety disorders 291 304 374 4) {2) {19 14)
EpiPen Epinephrine injection used in trealment of life-threatening 290 386 339 {25) {25) 14 14
allergic reactions
Zithromax Bacterfal infections 270 272 275 n 3 [4)] 1
Relpax Symptoms of migraine headache 236 323 252 27 27 ) )
Xanax Anxiety disorders 225 222 224 1 1 [4)] 1
Sildenafil Citrate Erectile dysfunction 56 —_ — * * * "
All other LEP Various 5,077 5313 5,625 4) 4) (8) 1
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(MILLICNS CF DOLLARS) Year Ended December 31, % Change
PRODUCT PRIMARY INDICATIONS OR CLASS 2017 2016 2015 716 16/15
Total Oper. Total ~ Oper.
Sterite Injectable Pharmaceuticals (SIP}"” $ 5,673 § 6014 § 2944 (6) {5) 52 56
Medrol Sterold anti-inflammatory 433 450 402 7 8 12 18
Sulperazon Treatment of infections a7 396 329 19 22 17 23
Fragmin Slows biood clotting 306 318 335 (L] {3) {5) —
Tygacil Tetracycline class antibiotic 260 274 304 {5) {5) {10) {8
Precedex Sedation agent in surgery or intensive care 243 264 76 8) {8) " ’
ZosynfTazocin Antibiolic 194 146 144 32 32 1 3
All other SIP Various 3,715 4,166 2,342 {11) {10) 78 80
Peri-LOE Products'™ $ 3,223 § 4220 $ 5325 24)  (23) (21) (18)
Celebrex Arthritis pain and inflammation. acute pain 775 733 830 6 7 {12) (10)
Lyrica EH®™ Epilepsy, neuropathic pain and generatized anxiety disorder 553 801 1,183 {31) {30) {32) 29)
Vifend Fungal infections 421 590 682 29) (27} (13) (10
Viagra EH™ Erectile dysfunction 382 3823 411 - 2 @ )
Pristig Depression 303 732 715 {59} {59) 2 4
Zyvox Bactertal infections 281 421 883 {33) {32) {52) @9
Revatio Pulmeonary arterial hypertensien 252 285 260 {12) {12) 10 10
All other Peri-LOE Products Various 257 276 362 {7) {5) {24) @n
Biosimilars™ Various $ 531 $§ 319 § 63 67 66 * *
inflectra/Remsima Inflammatory diseases 19 192 30 * * * *
All Other Biosimilars Various 112 127 EX] {12) {12) " 4
Pfizer Centreone” $ 706 $ 713 $ 612 (2) (2) 17 [E]
Hospira infusion Systems (HIS)"  various $ 97 §1.158 § 403 {92) {92) v i
Total Lyrica™ Epilepsy, post-herpetic neuralgia and diabetic peripheral $ 5,065 § 4966 $ 4339 2 3 3 4
neuropathy, fibromyalgia, neuropathic pain due to spinal
cord injury
Total Viagra™ Erectile dysfunction $ 1,204 §$ 1584 §$ 1708 {23) {22) 8) )
Total Alliance revenues Various $ 2,927 $ 1746 $ 1312 63 68 33 33

'* The IH business encompasses Internal Medicine, Vaccines, Oncology. Inflammation & Immunology. Rare Disease and Consumer Healthcare. Through
December 31, 20186, includes Duavive/Duavee and Viviant {recorded in All other Internal Medicine in 2018), which were transferred from innovative Health to
Essential Health effective January 1, 2017 (recorded in All other LEP {EH) beginning January 1, 2017), in order to align these products with our management of
the women's health portfolio within EH.
Lyrica revenues from all of Europe, Russia, Turkey, Israel and Central Asia countries are included in Lyrica EH. Ali sther Lyrica revenues are included in Lyrica
{H. Total Lyrica revenues represent the aggregate of worldwide revenues from Lyrica IH and Lyrica EH.
Viagra revenuses from the U.S. and Canada are included in Viagra IH. Al other Viagra revenuss are included in Viagra EH. Total Viagra revenues represent the
aggregate of worldwide revenues from Viagra {H and Viagra EH. Viagra lost exclusivity in the U.S. in December 2017. Beginning in the first quarter of 2018,
revenues for Viagra in the U.S. and Canada, which were reported in IH through December 2017, wilt be reported in EH (which reported all other Viagra
revenues excluding the U.S. and Canada through 2017). Therefore total Viagra worldwide revenues will be reported in £H from 2018 forward.
* The EH business encompasses Legacy Established Products, Sterile Injectable Pharmaceuticals, Peri-LOE Products, Biosimitars, Pfizer CentreOne and HIS
{through February 2, 2017), and includes all legacy Hospira commercial operations.
= Legacy Established Products primarily inciude products that have lost patent protection (excluding Sterile Injectable Pharmaceuticals and Peri-LOE Praducts).
Effective January 1, 2017, All cther LEP includes Duavive/Duavee and Viviant, which wers transferred from Innovative Health (recorded in All other Internal
Medicine {IH) in 2016), in order to align these products with our management of the women's heaith pertfolio within EH. See note (a) above.
Sterile Injectable Pharmaceuticals include generic injectables and propristary specialty injectables {(excluding Peri-LOE Products).
Peri-LOE Products include preducts that have recently iost or are anticipated to soen lose patent protection. These products primarily include: Lyrica in Europe,
Russia, Turkey, Israsl and Central Asia: Viagra in all countries (excluding the U.S. and Canada); and worldwide revenues for Celebrex, Pristig, Zyvox, Vfend,
Revatic and Inspra. Beginning in the first quarter of 2018, revenues for Viagra in the U.S. and Canada, which were reported in [H through December 2017, wilt
be reported in EH. Therefare total Viagra worldwide revenues will be reported in EH from 2018 forward. See note (c) above.
Biosimilars include tnflectra/Remsima (bosimilar infliximab) in the U.S. and certain international marksts, Nivestim (biosimitar filgrastim) in certain European,
Asian and Africa/Middle Eastern marksts and Retacrit (biosimilar epostin zeta) in certain Europsan and Africa/Middle Eastern marksts.
" Pfizer CentreOne includes revenues from our contract manufacturing and active pharmaceutical ingredient sales operation, including sterile injectables contract
manufacturing, and revenues related to our manufacturing and supply agreements, including with Zoetis Inc.
" HIS (through February 2, 2017} includes Medication Management Systems products composed of infusion purnps and related software and services, as well as
1V Infusion Products, including large volume IV solutions and their associated administration sets.
indicates calculation not meaningful or result is equal to or greater than 100%.
We performed certain reclassifications, primarily between Legacy Established Products and Sterile Injectable Pharmaceuticals, to conform to current period
presentation.

g 3

thiy

Revenues—Selected Product Discussicn

Compared to 2016, total revenues for 2017 were unfaverably impacted by approximately $200 million as a result of 2017 having one less

selling day in both U.S. and internationai markets.

+ Prevnar 13/Prevenar 13 {IH} woridwide revenues decreased operationally in 2017, compared to 2016. Foreign exchange had a de
minimis impact on wortdwide revenues in 2017, compared to 2016.
in the U.S., revenues for Prevnar 13 decreased 9% in 2017, compared to 20168, primarily due to the expected decline in revenues for the
adult indication in the U.S. due to a high initial capture rate of the eligible popuiation following its successful fourth-quarter 2014 launch,
which resuited in a smaller remaining “catch up” opportunity (i.e., the opportunity to reach aduits age 65 and older who have not been
previously vaccinated with Prevnar 13) compared to prior year, partially offset by growth from the pediatric indication. We expect revenues
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from the adult indication in the U.S. to be flat to declining as the remaining cohort of aduits 65 years and over is much more difficult to
capture.

internationally, revenues for Prevenar 13 increased 10% operationally in 2017, compared to 2016, primarily due to the favorable overall
impact of timing and increased voiume asscciated with government purchases in certain emerging markets for the pediatric indication
compared with prior year, as well as from the inclusion of Prevenar 13 in additional national immunization programs in certain emerging
markets for the adult and pediatric indicaticns in the fourth of quarter 2017. Foreign exchange had an unfavorable impact of 1% on
international revenues in 2017, compared to 2016.

in 2014, the ACIP voted to recommend Prevnar 13 for routine use to help protect adults aged 65 years and older against pneumococcat
disease, which for adults includes pneumonia caused by the 13 pneumococcat serctypes inciuded in the vaccine. These ACIP
recommendations were subsequently approved by the directors at the CDC and U.S. Department of Health and Human Services, and
were published in the Morbidity and Mortality Weekly Report in September 2014 by the CDC. As with cther vaccines, the CDC regularly
moenitors the impact of vaccination and reviews the recommendations; in this case, however, the CDC announced formally that it will
conduct this review in 2018, which commenced at a meeting in February 2018. A potential adverse change in the ACIP recommendation
could negatively impact future Prevnar 13 revenues. Currently, we are working with a number of U.S. investigators to monitor the
proportion of community-acquired pneumonia caused by the serotypes included in Prevnar 13 and continue to observe trends.

+ Lyrica (EH (revenues from all of Eurcpe, Russia, Turkey, Israel and Central Asia)/IH (revenues from all other gecgraphies)) worldwide
revenues increased operationaily in 2017, compared to 2016. Foreign exchange had an unfavorable impact on wortdwide revenues in
2017, compared to 2016.

in the U.S., Lyrica revenues increased 10% in 2017, compared to 2016, driven by sustained demand and positive price impact.

internationally, Lyrica revenues decreased 11% operationally in 2017, compared to 2016, primarily due to losses of exclusivity in
developed Europe markets. Foreign exchange had an unfavorable impact of 1% on internaticnal revenues in 2017, compared to 20186.

Lyrica revenues in our [H segment increased operationally in 2017, compared to 2016, primarily driven by sustained demand and positive
price impact in the U.S. Foreign exchange had an unfavorabie impact on worldwide revenues in 2017, compared to 2016.

in our EH segment, worldwide revenues from Lyrica decreased operationally in 2017, compared to 2016, due to losses of exclusivity in
developed Europe markets. Foreign exchange had an unfavorable impact on worldwide revenues in 2017, compared to 2016.

« Ibrance (IH) worldwide revenues, most of which were recorded in the U.S.| increased operaticnally in 2017, compared to 2016. The
significant revenue growth reflects ibrance class teadership among cyclin-dependent kinase inhibitors in major markets with continuous
share uptake in the U.S. and launches in major international markets supported by our scientific/clinical data and continued positive patient
experience. Foreign exchange had an unfaverable impact on worldwide revenues in 2017, compared to 2016.

international revenues increased over 100% operationaily in 2017, compared to 2016, but were negatively impacted by a one-time price
adjustment to 2017 revenues in certain developed Europe markets related to finalizing reimbursement agreements in these markets.
These agreements establish pricing levels comparable to European pricing analogues for oncology products, ensure patient access and
are expected to drive future growth in these markets. Despite the one-time impact, underlying Ibrance volumes in developed Eurcpe
increased.

«  Enbrel (H, outside the U.S. and Canada) worldwide revenues, excluding the U.S. and Canada, decreased operationally in 2017,
compared to 2016, primarily due to ongoing bicsimilar competition in most developed Europe markets, which is expected to continue.
Foreign exchange had an unfavorable impact on worldwide revenues in 2017, compared to 2016.

+ Lipitor (EH) worldwide revenues increased operationally in 2017, compared to 2016. Foreign exchange had an unfavorable impact on
worldwide revenues in 2017, compared to 2016. In the U.8., revenues decreased 2% in 2017, compared to 2016, primarily due to lower
volumes, partially offset by favorable rebates.

in our international markets, revenues increased 12% operationally in 2017, compared to 2016, driven by increased demand in China,
partially offset by pricing pressures in China and Europe. Foreign exchange had an unfavorable impact of 2% on international revenues in
2017, compared to 2016.

+  Xeljanz {IH} worldwide revenues increased operationally in 2017, compared to 2016. In the U.S., Xeljanz revenues increased 41% in
2017, compared to 2016, primarity driven by increased adoption among rheumatologists, growing awareness among patients and
improvements in payer access. In our international markets, revenues increased 76% operationally in 2017, compared tc 2016, primarily
driven by continued uptake in Japan, Canada and certain emerging markets and. to a lesser extent. the impact of new launches in certain
developed Europe markets. Foreign exchange had a de minimis impact on worldwide revenues and an unfavorable impact of 1% on
international revenues in 2017, compared to 2016.

+  Viagra {iH (U.S. and Canada revenues)/EH (all other revenues excluding U.S. and Canada)} woridwide revenues decreased operationally
in 2017, compared tc 2016. The worldwide decrease in 2017, compared to 2016, was primarily due to a 31% decrease in the U.8. driven
by generic competition that began in December 2017, Foreign exchange had an unfavorable impact on woridwide revenues in 2017,
compared to 2016.

international revenues increased 2% coperationally in 2017, compared to 2016, primarily from increased demand in emerging markets,
mainly China and certain Middie Eastern markets, partiaily offset by price reductions in China. Forgign exchange had an unfavorable
impact of 2% on international revenues in 2017, compared tc 2016.

« BeneFIX and ReFacto AF/Xyntha (IH)—BeneF !X worldwide revenues decreased operationally in 2017, compared to 2016, primarily as a
resuit of erosion of market share in the U.S. and European countries due to increasing adoption of extended half-life treatment options.
Foreign exchange had a de minimis impact on worldwide revenues in 2017, compared to 2016,

ReFacto AF/Xyntha worldwide revenues were relatively flat operationally in 2017, compared to 2016. ReFacto AF/Xyntha worldwide
revenues were favorably impacted by increased product demand in certain emerging markets, offset by declines in developed Europe
markets, primatrily driven by increasing adoption of extended half-life treatment options. Foreign exchange had an unfavorable impact on
worldwide revenues in 2017, compared to 2016.
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+  Sutent (iH) worldwide revenues decreased operationally in 2017, compared to 2016. The decrease was primarily due to competitive
pressure in the U.S. and Europe and cost containment measures in certain developed international markets, partially offset by increased
performance in certain emerging markets. Foreign exchange had a de minimis impact on worldwide revenues in 2017, compared to 2016.

+ Chantix/Champix (IH) worldwide revenues increased operationally in 2017, compared to 2016. Foreign exchange had a de minimis
impact on worldwide revenues in 2017, compared to 2016.

inthe U.S., Chantix revenues increased 24% in 2017, compared to 2016, primarily due to increased promeoticonal activities, educating
heaithcare providers on updates to the Chantix label, including removat of the boxed warning, the addition of EAGLES safety and efficacy
data, improved patient access and positive price impact.

+  The Premarin family of products (EH) worldwide revenues decreased operationally in 2017, compared to 2016. Foreign exchange had a
de minimis impact on worldwide revenues in 2017, compared to 2016. Revenues in the U.S. decreased 4% in 2017, compared to 2016,
primarily driven by lower volume, partialty offset by a positive price impact.

internationally, Premarin revenues decreased 9% operationally in 2017, compared to 2016, primarily due to lower volumes, partially offset
by price increases. Foreign exchange had a favorable impact of 2% on international revenues in 2017, compared to 2016

+ Norvasc (EH) worldwide revenues decreased operationally in 2017, compared to 2016. The decrease was primarily driven by generic
competition in Japan, pricing pressures in China and lower volumes in certain Middle Eastern markets, partially offset by increased
demand in China. Foreign exchange had an unfavorable impact on worldwide revenues in 2017, compared to 2016.

« Celebrex {EH) worldwide revenues increased operaticnally in 2017, compared to 2016. The increase was primarily driven by favorable
pricing in the U.S. and volume growth in emerging markets, primarily China, partially offset by generic competition in the U.S. and pricing
pressures in Mexico. Foreign exchange had an unfavorable impact on worldwide revenues in 2017, compared to 2016.

»  Xalkori (IH) worldwide revenues increased operationally in 2017, compared to 2016, as a result of a steady increase in diagnostic rates for
the ALK gene mutation across key markets outside the U.S., which has ied to more patients being treated as well as increased use in first
line indication. This increase was partially offset by volume declines in the U.S. and Japan due to competitive pressure, partially mitigated
by the March 2016 FDA approval of the supplemental NDA to treat patients with metastatic NSCLC whose tumors are ROS1-posttive as
detected by an FDA-approved test. Foreign exchange had a de minimis impact on worldwide revenues in 2017, compared to 2016.

« Inflectra’Remsima (EH) worldwide revenues increased operationally in 2017, compared to 2016. The increase was due tothe US.
launch in the fourth quarter of 2016 and continued uptake in developed markets in Europe, partiaily offset by pricing pressures in
developed Europe markets. Foreign exchange had a faverable impact on werldwide revenues in 2017, compared to 2016,

inflectra uptake in the U.S. is being driven by a number of factors including Inflectra’s clinical data package, patient support pregrams,
price and the access/reimbursement envircnment. To date, reimbursement coverage has been mixed. While we achieved 100% Medicare
coverage, we have experienced access challenges among commercial payers where our lower priced product has not received access at
parity to the innovator product and remains in a disadvantaged position despite the higher price of innovator product. We will look at all
relevant factors impacting reimbursement given our extensive experience working with commercial payers to enable greater access for
inflectra. Additionally, in September 2017 Pfizer filed suit in the U.S. District Court for the Eastern District of Pennsylvania against J&J
alieging that J&J's exclusionary contracts and other anticompetitive practices concerning Remicade® (infliximah) violate federal antitrust
laws.

+ Inlyta (IH) worldwide revenues decreased operationally in 2017, compared to 2016, primarily due to increased competition in the U.S.,
Eurcpe and Japan, partially offset by performance in key emerging markets. Foreign exchange had an unfaverable impact on worldwide
revenues in 2017, compared to 2016.

» Pristig (EH) worldwide revenues decreased operationally in 2017, compared to 2016, primarily due to loss of exclusivity in the U.S. in
March 2017. Foreign exchange had a de minimis impact on worldwide revenues in 2017, compared to 2016.

+  Zyvox (EH) worldwide revenues decreased operationally in 2017, compared to 2016, due to generic competition in developed
international markets and the U.S. and corresponding pricing pressures, patrtially offset by volume growth in China. Foreign exchange had
an unfavorable impact on worldwide revenues in 2017, compared to 2016.

« Eucrisa (IH) is approved in the U.S. for the treatment of mild to moderate atopic dermatitis for patients two years of age and cider. The
FDA approved Eucrisa on December 14, 2016, and Eucrisa was launched in the U.S. late in the first quarter of 2017. Eucrisa is a hon-
steroidal topical cintment and is the first topical prescription treatment for atopic dermatitis approved in over 10 years. Prescription volume
continued to strengthen steadily throughout 2017 supported by the launch of our direct-to-consumer campaign in the third quarter of 2017.

+ Alliance revenues {{H/EH) increased operationally in 2017, compared to 2016, mainly due to:

an increase in Eliquis alliance revenues due to higher demand resuiting from increased market penetration of novel cral anticoagulants
and market share gains: and

an increase in Xtandi alliance revenues of $450 million in the U.S. resulting from the September 2016 acquisition of Medivation. While
2017 revenue growth did not reflect volume growth due to higher demand through patient assistance pregrams (which provide free
medicines to patients), we believe that the demand for patient assistance as a percentage of total demand will decrease in 2018 as
compared to 2017.

Foreign exchange had a de minimis impact on worldwide alliance revenues in 2017, compared to 2016

Eliquis {IH} has been jointly developed and is commercialized by Pfizer and BMS. Pfizer funds between 50% and 60% of ali
development costs depending on the study. Profits and losses are shared equally on a giobal basis, except in certain countries where
Pfizer commercializes Eliquis and pays BMS compensation based on a percentage of net sales. We have full commercialization rights
in certain smaller markets. BMS supplies the product to us at cost plus a percentage of the net sales to end-customers in these
markets. Eliquis is part of the Novel Oral Anticoagulant (NOAC) market; the agents in this class were developed as alternative treatment
options to warfarin in appropriate patients.

Xtandi {IH} is being developed and commercialized through a collaboration with Astellas. The two companies share equally in the gross
profits (losses) retated to U.S. net sales of Xtandi. Subject to certain exceptions, Pfizer and Astelias also share equally all Xtandi
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commercialization costs attributable tothe U.S. market. Pfizer and Astellas also share certain development and other cellaboration
expenses and Pfizer receives tiered royalties as a percentage of international Xtandi net sales (recorded in Other (income)/deductions
—nef).

Bavencio (IH) is being developed and commercialized in collaboration with Merck KGaA. Both companies jointly fund all development
and commercialization costs, and split equally any profits generated from selling any anti-PD-L1 or anti-PD-1 products from this
collaberation. Bavencio is currently approved in metastatic MCC in the U.S., Europe and Japan as well as received accelerated
approval for second line treatment of iocally advanced or metastatic UC in the U.S.

See the "Cur Operating Environment—Industry-Specific Challenges—intellectual Property Rights and Collaboration/Licensing Rights” section
of this Financial Review for information regarding the expiration of vartous contract and patent rights.

See Notes to Consolidated Financial Statements—~Note 17. Commitments and Contingencies for a discussion of recent developments
cencerning patent and product litigation relating to certain of the preducts discussed above.

PRODUCT DEVELOPMENTS—BIOPHARMACEUTICAL

We continue to invest in R&D to provide potential future sources of revenues through the development of new products, as well as through
additional uses for in-line and alliance products. Notwithstanding our efforts, there are no assurances as to when, or if, we will receive
reguiatory approval for additional indications for existing products or any of our other preducts in development.

We continue to strengthen our global R&D organization and pursue strategies intended to improve innovation and overalt productivity in R&D
to achieve a sustainable pipeline that will deliver vaiue in the near term and over time.

For additicnal informatien about our R&D organization, including the EH R&D organization, our R8D pricrities and areas of focus, see the
“Qverview of Our Performance, Operating Environment, Strategy and Outiook—Cur Strategy—Description of Research and Development
Operations” section of this Financial Review.

Acomprehensive update of Pfizer's development pipeline as of January 30, 2018 is available at www.pfizer.com/science/drug-product-

pipeline. it inciudes an overview of our research and a list of compounds in development with targeted indication and phase of development,
as well as mechanism of action for some candidates in Phase 1 and all candidates from Phase 2 through registration.

The following series of tables provides information about significant reguiatory actions by, and filings pending with, the FDA and regulatory
authorities in the EU and Japan. as well as additional indications and new drug candidates in late-stage development.

RECENT FDA APPROVALS

PRODUCT INDICATION DATE APPROVED

Steglatro (ertuglifiozin} An adjunct to diet and exercise to improve glycemic control in aduits with type 2 December 2017
diabetes mellitus, which is being developed in collaboration with Merck

Segluromet (ertuglificzin and An adjunct to diet and exercise to improve glycemic control in aduits with type 2 December 2017

metformin) diabetes meflitus who are not adequately controlied on a regimen containing

ertuglifiozin or metformin, or in patients who are already treated with both
ertuglifiozin and metformin, which is being developed in coliaboration with Merck

Steglujan (ertugliflozin and sitagiiptin) | An adjunct to diet and exercise to improve glycemic control in aduits with type 2 December 2017
diabetes meflitus when treatment with both ertuglifiozin and sitagliptin is appropriate,
which is being developed in collaboration with Merck

Bosulif (bosutinib) Treatment of adult patients with newly-diagnesed chronic phase Philadelphia December 2017
chromoasome-positive Ph+ CML, which is being developed in collaboration with
Avillion

Xelfanz (tofacitinib) and Xeljanz XR Xeljanz 5 mg twice daily and Xeljanz XR extended release 11 mg once daily for the | December 2017
treatment of adult patients with active psoriatic arthritis who have had an inadeguate
respense or intolerance to methotrexate ar other disease-modifying antirheumatic

drugs

Ixifi (PF-06438179, infliximab-gbtx)™ | A biosimilar to Remicade® (infliximab) for all eligible indications of the reference December 2017
product

Sutent (sunitinib) Adjuvant treatment in adult patients at high risk of recurrent renal celi carcinoma November 2017

foliowing nephrectomy (surgical removal of the cancerous kidney)

Lyrica (pregabalin)} Extended-release tablets CV as once-daily therapy for the management of QOctober 2017
neuropathic pain associated with diabetic peripheral neuropathy and the
management of post-herpetic neuraigia

Myictarg (gemtuzumabk czogamicin) | Treatment of adults with newly diagnosed CD33-positive acute myeloid leukemia September 2017
(AML), and aduits and children 2 years and clder with relapsed or refractory CD33-
positive AML

Besponsa (inctuzumab czogamicin) | Treatment of adults with relapsed or refractory CD22-positive B-cell precursor acute | August 2017
tymphobiastic leukemia

Bavencio (avelumak) Treatment for patients with locally advanced or metastatic UC with disease May 2017
progression an or after platinum-based therapy, which is being developed in
collaboration with Merck KGaA, Germany

Bavencio (avelumab) Treatment of adults and pediatric patients 12 years and oider with metastatic Merkel | March 2017
cell carcinoma, which is being developed in coilaboration with Merck KGaA,
Germany

% Remicade" is a registered trademark of Janssen. In February 2016, we divested the rights for development and commercialization of PF-08438178,
a potential biosimilar to Remicade® (infliximab) in the 28 countries that form the EEA to Sandoz, which was a condition to the European
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Commission's approval of the acquisition of Hospira in 2015. We retain commercialization rights to PF-06438179 in all countries outside of the EEA.
We do not currentiy pian to jaunch Ixifi in the U.S. and are evaluating strategic options for this product.

PENDING U.S. NDAs AND SUPPLEMENTAL FILINGS

PRODUCT PROPOSED INDICATION DATE FILED*
loriatinib (PF-06463922) Treatment of patients with ALK-pasitive metastatic nan-smali cell lung cancer, February 2018

previously treated with one or more ALK inhibitors
Filgrastim® A potential biosimilar to Neupogen® (filgrastim) November 2017
PF-05280014™ A potential biosimilar to Herceptin® (trastuzumabh) August 2017
Xelfanz (tofacitinib} Treatment of adult patients with moderately to severely active ulcerative colitis July 2017
Retacrit™ A potential biosimilar to Epcgen® and Procrit® {epoetin alfa) February 2015
tafamidis meglumine® Treatment of transthyretin familial amylcid polyneuropathy February 2012

* The dates set forth in this column are the dates an which the FDA accepted aur submissions.

" Naupogen® is a registered trademark of Amgen, inc.

15 Herceptin® is a registered trademark of Genentech, Inc.

- Epogen® is a registered U.S. trademark of Amgen Inc.; Procrit? is a registered U.S. trademark of J&J. In October 2015, we received a "complete
response” letter from the FDA with respect to our biologics license application (BLA) for Retacrit. our propesed biesimilar to epoetin alfa, which was
submitted for all indications of the reference product. in December 2016, we completed the resubmission of the BLA to the FDA for Retacrit in
response to the “complete response” Ietter. In May 2017, the FDA's Oncologic Drugs Advisory Committee (ODAC) voted to recommend Retacrit for
approval. in June 2017, we received a “complete response” letter from the FDA, relating to matters noted in a Warning Letter issued in February
2017 foliowing a routine inspection of the company's facility in McPherson, Kansas in 2018. This facility was listed as the potential manufacturing site
in the BLA for the proposed epoetin alfa biosimilar. In November 2017, Pfizer resubmitted the BLA to the FDA for Retacrit in response to the
“complete response” letter. In January 2018, the FDA upgraded the status of Pfizer's McPherson, Kansas manufacturing facility to VAl based on an
October 2017 inspection. The change to VAI status will lift the compliance hold that the FDA placed on approval of Pfizer pending applications, and
will permit review of the BLA for the proposed epoetin alfa biasimitar.

" In May 2012, the FDA's Peripheral and Central Nervous System Drugs Advisory Committee votad that the tafamidis maglumine data provide
substantial evidence of efficacy for a surrogate endpoint that is reasonably likely to predict a clinical benefit. In June 2012, the FDA issued a
“‘complete response” letter with respect to the tafamidis NDA. The FDA has requested the completion of a second efficacy study, and also has asked
for additional information on the data within the current tafamidis NDA. Pfizer initiated study B3461028 in December 2013, a global Phase 3 study to
support a potential new indication in transthyretin cardiomyopathy, which inciudes transthyretin familial amyloid cardiomyapathy (TTR-FAC) and wild-
type cardiomyopathy (WT-CM). Ve anticipate results from this study in 2018, and continue to work with the FDA to identify next steps.
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REGULATORY APPROVALS AND FILINGS IN THE EU AND JAPAN

PRODUCT

DESCRIPTION OF EVENT

DATE APPROVED

DATE FILED*

lortatinib {PF-06463922)

Application filed in Japan for the treatment of patients with ALK-
positive metastatic non-small cell lung cancer, previously treated
with one or more ALK inhibitor

February 2018

lorlatinib (PF-06463922)

Applicaticon filed in the EU for the treatment of patients with ALK-
positive metastatic non-small cell lung cancer, previously treated
with one or more ALK inhibitors

February 2018

Xeljanz (tofacitinib}

Applicaticn filed in the EU for treatment of psoriatic arthritis

September 2017

Ibrance (palbociclib)

Approval in Japan for Ibrance in combination with endocrine
therapy for the treatment of HR+, HER2- inoperable or recurrent
breast cancer

September 2017

Bavencio (avelumab)

Approval in Japan for the treatment of curatively unresectable
Merkel cell carcinoma, which is being developed in coliaboration
with Merck KGaA, Germany

September 2017

Bavencio (avelumab)

Approval in the EU for the treatment of adult patients with
metastatic Merkel cell carcinoma, which is being developed in
collaboraticn with Merck KGaA, Germany

September 2017

Xeljanz (tofacitinib}

Applicaticon filed in the EU for the treatment of ulcerative colitis

August 2017

Bosulif (bosutinib)

Application filed in the EU for the treatment of patients with newly
diagnosed chronic phase Philadeiphia chromosome-positive
chronic myeloid leukemia, which is being developed in
collaboration with Avillion

August 2017

PF-068438179™

Application filed in Japan for a potential biosimilar to Remicade®
(infliximab)

August 2017

PF-05280014"

Application filed in the EU for a potential biosimilar to Herceptin®
(trastuzumab)

July 2017

Besponsa (inctuzumab
ozogamicin}

Approval in the EU for the treatment of aduit patients with relapsed
or refractory CD22-pesitive B-cell precursor acute lymphaoblastic
leukemia

June 2017

Trumenba

Approval in the EU for a prophylactic vaccine for active
immunization to prevent invasive disease caused by Neisseria
meningitidis serogroup B in individuals 10 years of age and older

May 2017

Xalkori {crizotinib)

Approval in Japan for the treatment of ROS1-positive non-small cell
lung cancer

May 2017

Xeljanz (tofacitinib}

Applicaticn filed in Japan for the treatment of ulcerative colitis

May 2017

Sutent (sunitinib)

Applicaticn filed in the EU for the adjuvant treatment in adult
patients at high risk of recurrent renal cell carcinoma fellowing
nephrectomy

April 2017

inctuzumak czogamicin

Application filed in Japan for the treatment of acute lymphoblastic
leukemia

April 2017

Xelfanz (tofacitinib)}

Approval in the EU for Xeljanz in combination with methotrexate for
the treatment of moderate to severe active rheumatoid arthritis in
adult patients who have responded inadequately to, or who are
intalerant to one or more disease-modifying antirheumatic drugs.
Xeljanz can be given as monoctherapy in case of intolerance to
methctrexate or when treatment with methotrexate is inappropriate

March 2017

ertuglifiozin®™

Application filed in the EU for the treatment of type 2 diabetes.
which is being developed in coliaboration with Merck

February 2017

Myictarg {gemtuzumak
czogamiciny

Application filed in the EU for the treatment of acute myeloid
leukemia

December 2016

_ For applications in the EU, the dates set forth in this column are the dates on which the EMA validated our submissions.
" Remicade®is a registered trademark of Janssen. in February 2016, we divested the rights for development and commercialization of PF-06438173,

a potential biosimilar to Remicade® (infliximab) in the 28 countries that form the EEA to Sandoz, which was a condition to the European
_ Commission's approval of the Hospira transaction. We retain commercialization rights to PF-06438179 in all countries outside of the EEA.

" Herceptin® is a registered trademark of Genentach, Inc.
* in January 2018, the EMA's Cammittee for Medicinal Praducts for Human Use issusd an opinion recommending that ertuglifiozin be granted approval

for the treatment of type 2 diahetes.
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LATE-STAGE CLINICAL PROGRAMS FOR ADDITIONAL USES AND DOSAGE FORMS

FOR IN-LINE AND IN-REGISTRATION PRODUCTS

PRODUCT

PROPOSED INDICATION

Bavencio (avelumab)

A monoclonal antibody that inhibits PD-L1. in combination with Inlyta (axitinib), a tyrosine kinase inhibitor.
for the first-line treatment of advanced renal cefi carcinoma, which is being developed in collaboration with
Merck KGaA, Germany

Bavencio (avelumak)

A menoclonal antibody that inhibits PD-L1 for the first-line treatment of stage 1lIk/IV non-small cell lung
cancer, which is being developed in colfaboration with Merck KGaA, Germany

Bawvencio (avelumak)®

A menoclonal antibody that inhikits PD-L1 for treatment of stage HIk/IV non-smali cell lung cancer that has
progressed after a platinum-containing doublet. which is being developed in collaboration with Merck KGaA,
Germany

Bavencio (avelumab)

A monoclonal antibody that inhibits PD-L1 for treatment of platinum-resistant/refractory ovarian cancer,
which is heing developed in collaboration with Merck KGaA, Germany

Bavencio (avelumak)

A moenoclonal antibody that inhibits PD-L1 for the first-line treatment of ovarian cancer, which is being
developed in collaboration with Merck KGaA, Germany

Bavencio (avelumab)

A monoclonal antibody that inhibits PD-L1 for maintenance treatment, in the first-line setting, for patients
with urothelial cancer, which is being developed in collaboration with Merck KGaA, Germany

Bavencio (avelumab)

A menoclonal antibody that inhibits PD-L1 for maintenance treatment of advanced or metastatic gastric/
gastro-esophageal junction cancers, which is being developed in collaboration with Merck KGaA, Germany

Bavencio (avelumak)

A menoclonal antibody that inhibits PD-L1 for treatment of focally advanced squamous cell carcinoma of the
head and neck, which is being developed in collaboration with Merck KGaA, Germany

Inlyta (axitinib)

Adjuvant treatment of renal cell carcinoma. which is being developed in coliaboration with SFJ

Ikrance (palbociclib)

Treatment of HER2+ advanced breast cancer, in collaboration with the Alliance Foundation Trials, LLC

Ibrance {palbociclib)

Treatment of high-risk early breast cancer, in collaboration with the German Breast Group

Ibrance (palbociclib)

Treatment of HR+ early breast cancer, in collaboration with the Alliance Foundation Trials, LLC, and the Austrian
Breast Colorectal Cancer Study Group

Xtandi (enzaiutamide)

Treatment of non-metastatic castration resistant prostate cancer

Xtandi (enzaiutamide)

Treatment of non-metastatic high risk hermone-sensitive prostate cancer

Xtandi (enzalutamide)

Treatment of metastatic hormoene-sensitive prostate cancer

Vyndage!l (tafamidis meglumine)

Adult symptomatic transthyretin cardiomyopathy

@ As noted in our February 2018 press release, we and our pariner Merck KGaA, Darmstadt, Germany, announced that the Bavencio Phase 3 trial in
second-line NSCLC did not meet its pre-specified primary endpoint. We are continuing to further evaluate the detailed results.

In November 2017, we and our partner Merck KGaA, Darmstadt, Germany, announced that the Bavencio (avelumah) Phase 3 JAVELIN Gastric 300 trial
did not meet its primary endpoint of superior overall survival with single-agent avelumab compared with physician's choice of chemotherapy.

NEW DRUG CANDIDATES IN LATE-STAGE DEVELOPMENT

CANDIDATE

PROPOSED INDICATION

dacomitinib

A pan-human epidermal growth factor receptor (HER) tyrosine kinase inhibitor for the first-line treatment of patients
with advanced non-smali ceil lung cancer with estimated glomerular filtration rate (eGFR} activating mutations.
which is being developed in collaboration with SFJ

lortatinib {PF-06463922)

A next generation ALK/ROS1 tyrosine kinase inhibitor for the first-line treatment of patients with ALK-positive
advanced non-small cell lung cancer

PF-04965842

A Janus kinase 1 {(JAK1) inhibitor for the treatment of moderate-to-severe atopic dermatitis

PF-06425020

A prophyiactic vaccine for active immunization to prevent clostridium difficile colitis

PF-05280586'"

A potential biosimilar to Rituxan® (rituximak)

PF-06439535"

A potential biosimilar to Avastin® (bevacizumab}

PF-06410293"

A potential biosimilar to Humira® (adalimumab)

rivipansel (GMI-1070}

A pan-seiectin inhibitar for the treatment of vaso-occlusive crisis in hospitalized individuals with sickle cell disease,
which was licensed from GlycoMimetics Inc.

somatrogon (PF-06836922)

Along-acting hGH-CTP for the treatment of growth hormone deficiency in children, which is being developed in
collaboration with OPKG

somatrogon (PF-06836922)

A long-acting hGH-CTP for the treatment of growth hormoene deficiency in adults, which is being developed
in coliaboration with OPKOQ

talazoparib (MDV38C0)

An aral PARP inhibitor for the treatment of patients with germiine BRCA-mutated advanced breast cancer

talazoparib (MDV3800)

An aral PARP inhibitor for the treatment of metastatic castrate resistant prostate cancer

tanezumab

An anti-nerve growth factor monoclonal antibody for the treatment of pain, which is heing developed in collaboration
with Lilly

‘aj Rituxan® is a registered trademark of Biogen MA Inc.
”:‘: Avastin® is a registerad trademark of Genentech, Inc.
2 Humira®is a registered trademark of AbbVie Biotechnology Ltd.

Additional product-related programs are in various stages cf discovery and deveiopment. Alsc, see the discussion in the “Qur Strategy—Cur Business
Development [nitiatives” section of this Financial Review.
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COSTS AND EXPENSES

The changes in expenses below for 2017 v. 2016 reflect, among other things, the favorable impact of the February 2017 sale of HIS. The
operating results of HIS are included in our operating results through February 2, 2017 and. therefore, operating results for 2017 include
approximately one month of HIS domestic operations and approximately two months of HIS international operations, while operating results
for 2016 reflect 12 months of HIS global operations.

The changes in expenses below for 2016 v. 2015 reflect. among cther things, the unfavorable impact of the September 2015 acquisition of
Hospira; specifically, the inclusion of a full year of legacy Hospira global operations in 2016, compared to the inclusion of four months of legacy
Hospira U.S. operations and three months of legacy Hospira international operations in 2015.

Cost of Sales

Year Ended December 31, % Change
(MILLIGMNS QF DOLLARS) 2017 2016 2015 17/16 16/15
Cost of sales $ 11,240 § 12329 § 9,648 (9} 28
As a percentage of Revenues 21.4% 23.3% 19.7%

2017 v. 2016

Cost of sales decreased 9% in 2017, compared to 2016, primarily due to:

- the faverable impact of the sale of HIS global cperations (which carried a higher cost of sales than other products) of $561 millicn;
+ recognition of synergies related to our cost-reduction/productivity initiatives;

- the nonrecurring unfavorable impact of $248 million of acquired Hospira inventory, which is measured at fair value on the acquisition date
and was ameortized over the turn of the related inventory;

«  the faveorable impact of foreign exchange of $140 million and the faverable offset of hedging gains of $52 million; and

« afavorable change in product mix, including an operational decline in the SIP portfolio and the favorability attributed to products that have
lost exclusivity,

partially offset by:

< $195 million in inventory losses, overhead costs related to the period in which our Puerto Rico plants were not cperational, and
incremental costs to date, all of which resulted from the recent hurricanes in Puerto Rice.

The decrease in Cost of sales as a percentage of revenues in 2017, compared te 2016, was primarily due tc all of the factors discussed
above, as well as an increase in alliance revenues, which have no associated cost of sales.

2016 v 2015

Cost of sales increased 28% in 2016, compared to 2015, primarily due to:
+ the unfavorable impact of the Hospira acquisition;
« the growth in revenues from key innovative brands as well as the growth in the legacy Pfizer Sterile Injectable Pharmaceuticals portfaiio;

«  production variances driven by changes in product mix, including products which have lost exclusivity and manufacturing production issues
at certain sites (up approximately $300 million);

- anincrease in costs associated with our cost-reduction/productivity initiatives including plant network strategy (approximately $200 million};
and

+ the unfavorable impact of foreign exchange of 3% or approximately $410 million in 2016.

The increase in Cost of safes as a percentage of Revenues in 2016, compared to 2015, was primarily due to:

« an unfavorable change in product mix due to (i} the unfavorable impact of the Hospira acquisition, with products that carry a higher cost, as
well as the impact of acquired Hospira inventory which was measured at fair value on the acquisition date and amortized over the turn of
the related inventory, and (H) the impact of losses of exclusivity on products which formetly had a higher gross margin:

« the unfavorable impact of foreign exchange; and

+ the unfavorable impact of costs incurred to impiement our cost-reduction/productivity initiatives (not related to acquisiticns) in 20186,
compared to 2015,

partially offset by:

« afavorable change in product mix refated to legacy Pfizer products, excluding the impact of losses of exclusivity on products referred to
above; and

+ non-recurring charges of $72 miilion related to manufacturing plant pension cbligations and non-recurring charges of $72 miillion related to
inventory impairment in Venezuela in 2015 refated to the foreign currency change described in the “Global Economic Conditions—
Venezuela Operations” section in this Financial Review.
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Selling. Informational and Administrative {SI&A) Expenses

Year Ended December 31, % Change
(MILLICNS OF DOLLARS) 2017 2016 2015 17/186 16/15
Selfing, informational and administrative expenses $ 14,784 % 14,837  § 14,809 — —
As a percentage of Revenues 28.1% 28.1% 30.3%

2017 v, 2016
Si&A expenses were relatively flat in 2017, compared to 2016, primarily due to:

+ the non-recurrence of an allowance for doubtfui trade accounts receivable of approximately $265 million, resulting from unfaveorable
developments with a distributor that was recorded in the first quarter of 2016;

« lower advertising, promotional and field force expenses, reflecting the benefits of cost-reduction and productivity initiatives:

« lower spending for certain products, primarily Prevnar 13/Prevenar 13;

- the favorable impact of the sale of HIS global operations of $135 million; and

« lower spending for Viagra due to the loss of exclusivity in December 2017,

offset by:

« additional investment across several of our key products, primarily Eucrisa, Ibrance and Xeljanz, as well as biosimitars, primarily related to
the U.8. launch of Inflectra; and

= anincrease in charitable contributions, including a $200 million charitable contribution to the Pfizer Foundation, an crganization that
provides grant and investment funding to support organizations and social entrepreneurs in an effort to improve healthcare deltvery.

2016 v. 2015

Si&A expenses were relatively flat in 2016, compared to 2015, primarily due to:

+ anincrease in the allowance for doubtful trade accounts receivable, resulting from unfavorabie developments with a distributor
(approximately $280 millien);

« the unfavorable impact of the Hospira acquisition; and

« additional investment across several of our key products,

offset by:

+ the non-recurrence of a $419 million charge related to the settlement of pension obligations in accordance with an offer to certain
terminated employees whe are vested in their pension benefits to elect a lump-sum payment or annuity of their deferred vested pension
benefits in 2015; and

+ the faveorable impact of foreign exchange of 2% in 2016.

Research and Development (R&D) Expenses

Year Ended December 31, % Change
(MILLICHS ©F DOLLARS) 2017 2016 2015 17/16 16/15
Research and development expenses § 7657 § 7872 § 7.690 (3} 2
As a percentage of Revenues 14.6% 14.9% 15.7%

2017 v. 2016

R&D expenses decreased 3% in 2017, compared to 2016, primarily due to:

+ lower expenses of approximately $743 millicn due to the discontinuation of the giobal clinical development program for bococizumab in the
fourth quarter of 2016 and the non-recurrence of its associated close-out costs;

partialty offset by:

« increased costs associated with our oncology programs, primarily clinical trial spend on Medivation assets;

- lower development funding credits of approximately $124 million primarily related to the discontinuation of the globai clinical development
program for bococizumab in the fourth quarter of 2016;

« increased costs associated with our C. difficile vaccine program, which initiated a Phase 3 clinical study in March 2017;

< an expense of $75 million resulting from our May 2017 agreement with Sangamo to develop and commercialize gene therapy programs for
Hemophilia A; and

« increased costs associated with late stage development programs, including Xtandi, talazoparib and tanezumab.

2016 v 2015

R&D expenses increased 2% in 2016, compared to 2015, primarily due to:
- costs of approximately $260 million to close-cut studies for the giobal clinical deveiopment pregram for bococizumab that was discontinued
in the feurth quarter of 20186;
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« the unfavorable impact of the Hospira acquisition and increased investment in legacy Hospira biosimilar and sterile injectable development
programs and, to a lesser extent, the inclusion of approximately six months of tegacy Anacor operations and approximately three months
of legacy Medivation operations; and

« increased costs associated with our oncology programs, primarily our avelumab alliance with Merck KGaA,
partially offset by:

« the non-recurrence of the $295 million upfront payment to OPKQO in the first quarter of 2015 asseociated with a worldwide development and
commercialization agreement; and

«  development funding of $272 milion under which we had an obligaticn to perform contractuat services related to certain clinical trials of
bococizumab, Ibrance and rivipansel (see Notes to Consolidated Financial Statements—~Note 2C. Acquisitions, Sale of Hospira Infusion
Systems Net Assels, Research and Development and Collaborative Arrangements, Equity-Method Investments and Cost-Method
Investment: Research and Development and Collaboration Agreements).

For additional information on Cost of sales, SI&A and R&D expenses by operating segment, see the "Analysis of Operating Segment
Information” section of this Financial Review.

Amortization of Intangible Assets

Year Ended December 31, % Change
(MILLICHS ©F DOLLARS) 2017 2016 2015 17/16 16/45
Amortization of intangible assets $ 4,758 3% 4056 % 3,728 17 g
As a percentage of Revenues 9.1% 7.7% 7.6%

Amottization of intangible assets increased 17% in 2017, compared to 2016, primarily due to amortization expense of approximately $787
million (pre-tax) in 2017 associated with the identifiable intangible assets acquired from Medivation and Anacor, partialty offset by assets that
became fully amortized at the end of their estimated useful lives and the favorable impact of the February 2017 sale of HIS.

Amortization of intangible assets decreased 9% in 2016, compared to 2015, primarily due to the inclusion of a full year of amortization
expense for the identifiable intangible assets acquired from legacy Hospira global operations in 2016, compared to the inclusion of only four
months of legacy Hospira U.S. amortization expense and three months of legacy Hospira internaticnal amertization expense in 2015, as well
as the inclusion of three months of amortization expense for the intangibie assets acquired from legacy Medivation in 2018, partially offset by
assets that became fully amortized at the end of their estimated useful lives.

See also Notes to Ceonsolidated Financial Statements—Note 10A. Identifiable Intangible Assets and Goodwill. Identifiable Intangible Assets.

Restructuring Charges and Other Costs Associated with Acquisitions and Cost-Reduction/
Productivity initiatives

Year Ended December 31, % Change
(MILLICHS OF DOLLARS) 2017 2016 2015 1716 16/15
Restructuring charges—acquisition-related costs®® $ 109 $ 211 % 479 (48) (56)
Restructuring charges—cost reduction initiatives® 69 045 333 (93} *
Restructuring charges 178 1,156 811 (85} 43
Transaction costs 4 127 123 (97} 3
Integration costs 305 441 218 (31} *
Restructuring charges and certain acquistion-refated costs $ 487 $ 1724 1152 (72) 50
Total additional depreciation—asset restructuring g ] 207 122 (56} 70
Total implementation costs 227 340 203 (33} &7
Caosts associated with acquisitions and cost-reduction/
productivity initiatives™ $ 805 $ 2271 % 1.478 (65} 54

' Restructuring charges—acaquisition-related costs include employee termination costs, exit casts and assst impairments associated with business combinations.

For 2017 and 2016, restructuring charges—acquisition-related costs are primarily associated with our acquisitions of Hospira and Medivation. For 2015,
restructuring charges—acquisition-related costs primarily relate to our acquisition of Hospira.
* Restructuring charges—cost reduction initiatives include employee termination costs, exit costs and asset impairments not associated with acquisitions.
Comprises Resfructuring charges and cettain acquisition-refafed costs as well as costs associated with our cost-reduction/productivity initiatives included in
Cost of sales, Research and development expenses andfor Selling, informational and administrative expenses, as appropriate. For additional information, see
Notes to Consolidated Financial Statements—~Note 3. Restructuring Charges and Other Costs Associated with Acquisttions and Cost-Reduction/Productivity
Initiatives.
indicates calculation not meaningful or result is equal to or greater than 100%.

in connection with our acquisition of Hospira, we are focusing our efforts on achieving an appropriate cost structure for the combined
company. We expect to achieve $1 billion of annual cost savings by 2018 in connection with the Hospira acquisition, 25% more than our initial
cost savings target of $800 million, and have achieved approximately $720 million of cost savings through December 31, 2017. The one-time
costs to generate the savings are expected to be approximately $1 billion (not including costs of $215 million for full-year 2015 associated with
the return of acquired IPR&D rights), and the majority of these costs are expected to be incurred for the three-year period post-acquisition.
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in 2016, we substantially completed previously disclosed cost-reduction initiatives begun in 2014 asscciated with our global commercial
structure recrganization, manufacturing piant network rationalization and optimization initiatives, and additional cost-reduction/productivity
initiatives across the enterprise. Through December 31, 2016, we incusred $3.1 billion {pre-tax) in total costs for the 2014-2016 program. The
cumulative ocngoing annual cost savings associated with the 2014-2016 program (but not including expected cost savings associated with the
Hospira acquisition), are approximately $3.1 biliion. These savings were recognized, for the most part. through the end of 2016. However,
savings from costs incurred in the last half of 2016 largely occurred in 2017,

New Cost-Reduction/Productivity Initiatives—2017 through 2018 Activities

As a result of the evaluation performed in connection with our decision in September 2016 to not pursue, at that time, splitting IH and EH into
two separate publicly-traded companies, we have identified new oppertunities to potentially achieve greater optimization and efficiency to
become more competitive in our business. Therefore, we have initiated new enterprise-wide cost-reduction/productivity initiatives, which we
expect to complete by the end of 2019, These initiatives will encompass all areas of cur cost base and will include further centralization of our
cerporate and platform functions and optimization of our manufacturing plant network to support iH and EH products and pipelines, as well as
activities in other areas where opportunities are identified. The action ptans related to these new initiatives are underway and, in order to
achieve targeted savings of approximately $1.4 billion by 2020, we expect to incur total costs of approximately $1.1 billion over the three year
period, 2017-2019. Ofthis amount, we expect about 80% to be manufacturing operations related and we expect about 20% of the total
charges will be non-cash. For additional information about these programs and expected and actual total costs, see Notes to Consclidated
Financial Statements—Note 3. Restructuring Charges and Other Costs Associated with Acquisitions and Cost-Reduction/Productivity
Initiatives. The expected cost savings in 2018 associated with these activities are reflected in cur 2018 financial guidance.

in addition to these major initiatives, we continucusly monitor our operations for cost reduction and/or productivity opportunities, especially in
light of the losses of exclusivity and the expiration of collaborative arrangements for various products.

Other (ilncome)Deductions—Net

Year Ended December 31, % Change
(MILLICHNS OF DOLLARS) 2017 2018 2015 17/16 1615
Other (income)/deductions—net $ 1,315 § 3655 $ 2,860 (64) 28

For informaticn about the components of Other (income}/deductions—net, see Notes te Consolidated Financial Statements—Note 4. Cther
(Income)/Deductions—Net.

See also the "Analysis of Operating Segment Information” section of this Financial Review.

PROVISION/(BENEFIT} FOR TAXES ON INCOME

Year Ended December 31, % Change
(MILLIGMNS QF DOLLARS) 2017 2016 2015 17116 16/15
Provision/(benefif} for taxes on income $ (9,049} $ 1.123 $ 1,990 * (44)
Effective tax rate on continuing operations (73.5)% 13.4% 222%

indicates calculation not meaningful or result is equal to or greater than 100%.

in all three years presented, our effective tax rate on continuing operations was impacted by favorable audit settiements and from the
expiration of certain statutes of limitations in multipte jurisdictions covering various pericds, among cther factors. Our effective tax rate on
centinuing operations for 2017 was faverably impacted by the enactment of the TCJA. For details about these discrete elements that impacted
our tax provisions, see Notes to Consolidated Financial Statements—Note 5A. Tax Matters: Taxes on fncome from Conifnuing Operations.

2017 v. 2016
The lower effective tax rate in 2017 compared to 2016 was primarity the result of:

« the tax benefits associated with the remeasurement of deferred tax liabilities, which includes the repatriation tax on deemed repatriated
accumulated post-1986 earnings of foreign subsidiaries assoctated with the enactment of the TCJA; and

+ afavorable change in the jurisdictional mix of earnings as a result of operating fluctuations in the normal course of business,
partially offset by:

+ the decrease in benefits associated with the resolution of certain tax positicns pertaining to prior years primarily with various foreign tax
authorities and the expiration of certain statutes of Emitations; and

» the non-recurrence of benefits related to the final resolution of an agreement in principle reached in February 2016 and finalized in April
2016 to resolve certain claims related to Protonix, which resuited in the receipt of information that raised our initial assessment in 2015 of
the likelihood of prevailing on the technical merits of our tax position.
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2016 v 2015
The lower effective tax rate in 2016 compared to 2015 was primarity the result of:

« the benefits related to the finat resclution of an agreement in principle reached in February 2016 and finalized in April 2016 to resclve
certain claims related to Protonix, which resulted in the receipt of information that raised our initial assessment in 2015 of the likelihood of
prevailing on the technical merits of our tax position;

« the non-recurrence of the non-deductibility of a foreign currency ioss related to Venezuela:
« the change in the jurisdictional mix of earnings as a result of operating fluctuations in the normal course of business;

- theincrease in benefits assoctated with the resclution of certain tax positions pertaining to prior years primarity with various foreign tax
authorities, and the expiration of certain statutes of limitations; and

+ the benefits related to the adoption of a new accounting standard in the fourth quarter of 2016, as of January 1. 2016, requiring excess tax
benefits or deficiencies of share-based compensation to be recognized as a component of the Frovision/(henefi} for taxes on income. The
net tax benefit was $89 million in 2016 (See Notes to Consolidated Financial Statements—~Note 18. Basis of Presentation and Significant
Accounting Policies: Adoption of New Accounting Standards in Pfizer's 2016 Financial Report),

partially offset by:

« the non-recurrence of tax benefits associated with certain tax initiatives.
Changes in Tax Laws

On Decembper 22, 2017, the U.S. enacted significant changes to U.S. tax law following the passage and signing of the TCJA. The TCJAis
complex and significantly changes the U.S. corporate income tax system by, among other things, reducing the Federal corporate income tax
rate from 35% to 21%, transitioning U.S. international taxation from a worldwide tax system to a territorial tax system and imposing a
repatriation tax on deemed repatriated accumulated post-1986 earnings of foreign subsidiaries. Given the significant changes resulting from
and complexities associated with the TCJA, the estimated financiat impacts for 2017 as well as the estimated impact on 2018 financial
guidance for the effective tax rate on Adjusted income are provisional and subject to further analysis, interpretation and clarification of the
TCJA, which could result in changes to these estimates during 2018. For additional information, see Notes to Consdlidated Financial
Statements—~Note 5A. Tax Matters. Taxes on Income from Continuing Operations and the "Analysis of Financial Condition, Liquidity and
Capital Resources—Selected Measures of Liquidity and Capital Resources—Contractual Obligations” section of this Financial Report.

On January 23, 2017, the Governor of Puerto Rico signed into law Act No. 3-2017, amending Section 2101 of the Puerto Rico internal
Revenue Code of 1894, which imposes an excise tax that was effective beginning in 2011 (Act 154). The excise tax is imposed on the
purchase of products by multinational corporations and their affiliates from their Puerto Rico affiliates. As originally adopted, the excise tax was
to be in effect from 2011 through 2016 and the tax rate was to decline over time from 4% in 2011 t6 1% in 2016. Act No. 2-2013 extended the
excise tax through 2017 and, effective July 1, 2013, increased the tax rate to 4% for all years through 2017. Act No. 3-2017 further extended
the excise tax for all years through 2027 at a rate of 4%. The excise tax has been recorded in Cost of sales and Frovision/(benefif} for faxes
on income, as appropriate. All expected impacts in 2018 have been refiected in our financial guidance for 2018.

Cn December 18, 2015, the Protecting Americans from Tax Hikes Act of 2015 (the 2015 Act) was signed into law and generally provides for
the temporary or permanent extension, retroactive to January 1. 2015, of certain tax benefits and credits that had expired, inciuding the U.S.

R&D tax credit, which was extended permanently. Given the enactment date of the 2015 Act, the benefit related to our 2015 R&D spending
was recorded in 2015.

NON-GAAP FINANCIAL MEASURE (ADJUSTED INCOME]

General Description of Nonh-GAAP Financial Measure (Adjusted income}

Adjusted income is an aiternative view of performance used by management. We measure the performance of the overall Company on this
basis in conjunction with other performance metrics. Because Adjusted income is an important internat measurement for Pfizer, we believe
that investors’ understanding of our performance is enhanced by disclosing this performance measure. We report Adjusted income, certain
components of Adjusted income, and Adjusted diluted earnings per share in order to portray the resuits of our major operations—the
discovery, develcpment, manufacture, marketing and sale of prescription medicines, vaccines and consumer healthcare (OTC) products—
prior to considering certain income statement elements. We have defined Adjusted income as Nef income attributable to Pfizer inc. before the
impact of purchase accounting for acquisitions, acquisition-related costs, discontinued operations and certain significant items, which are
described helow. Similarly, we have defined the Adjusted income components as Cost of sales. Selling, informational and administrative
expenses, Research and development expenses, Amortization of intangible assets and Other (income)/deductions—net each before the
impact of purchase accounting for acquisitions, acquisition-related costs and certain significant items. Ve have defined Adjusted diluted
earnings per share as Earnings per comimon share atlributable to Pfizer Inc.—diluted before the impact of purchase accounting for
acquisitions, acguisition-related costs. discontinued operations and certain significant items. The Adjusted income measure, the Adjusted
income component measures and the Adjusted diluted eamings per share measure are not, and should not be viewed as, a substitute for U.S.
GAAP net income, U.S. GAAP net income components or U.S. GAAP diluted earnings per share.

The following are examples of how the Adiusted income and Adjusted diluted earnings per share measures are utilized:

« senior management receives a monthly analysis of our operating results that is prepared on an Adjusted income and Adjusted diluted
earnings per share basis;

+ our annual budgets are prepared on an Adjusted income and Adjusted diluted earnings per share basis; and
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senior management's annual compensation is derived, in part, using Adjusted income and Adjusted diluted earnings per share measures.
Adjusted income is the performance metric utilized in the determination of bonuses under the Pfizer Inc. Executive Annual Incentive Plan
that is designed to limit the bonuses payable to the Executive Leadership Team (ELT) for purposes of IRC Section 162(m). Subject to the
Section 162(m) limitation, the bonuses are funded from a peol based on the performance measured by three financial metrics, including
adjusted diuted earnings per share, which is derived from Adjusted income. This metric accounts for 40% of the bonus pool funding. The
pool applies to the bonus plans for virtually all bonus-eligible, non-sales-force employees worldwide, including the ELT members and other
members of senior management. In addition, commencing with the 2015 Performance Share Awards, adjusted operating income is one of
the measures utilized to determine payout. Adjusted operating income is derived from Adjusted income.

Adjusted income and its components and Adjusted diluted earnings per share are non-GAAF financial measures that have no standardized
meaning prescribed by U.8. GAAP and, therefore, are limited in their usefuiness to investors. Because of their non-standardized definitions,
Adjusted income and its components (unlike U.S. GAAP net income and its components) and Adjusted diluted earnings per share (unike U.S.
GAAP diluted earnings per share) may not be comparable to the calculation of similar measures of other companies. Adjusted income and its
components and Adjusted diluted earnings per share are presented solely to permit investors to more fully understand how management
assesses performance.

We also recognize that, as internal measures of performance, the Adjusted income and its components and Adjusted diluted earnings per
share measures have limitations, and we do not restrict our performance-management process solely to these metrics. Alimitation of these
measures is that they provide a view of our cperations without including ail events during a period, such as the effects of an acquisition or
amortization of purchased intangibles, and do not provide a comparable view of our performance to other companies in the biopharmaceutical
industry. We also use other specifically tailored tools designed to achieve the highest levels of performance. For example, our R&D
organization has productivity targets, upon which its effectiveness is measured. In addition, total shareholder return, both on an absclute basis
and relative to a publicly traded pharmaceutical index, plays a significant role in determining payouts under certain of Pfizer's long-term
incentive compensation plans.

See the accompanying reconciliations of certain GAAP reported to non-GAAP adjusted information for 2017, 2016 and 2015 below.

Purchase Accounting Adjustments

Adjusted income is calculated prior to considering certain significant purchase accounting impacts resuiting from business combinations and
net assel acquisitions. These impacts, primarily associated with Wyeth (acquired in 2009). Hospira {acquired in 2015), Anacor (acquired in
June 2016) and Medivation {(acquired in September 2016), can include the incremental charge to cost of sales from the sale of acquired
inventory that was written up to fair value, amortization related to the increase in fair value of the acquired finite-lived intangible assets, and to
a much fesser extent, depreciation related to the increase/decrease in fair value of the acquired fixed assets (primarily manufacturing
facilittes), amortization related to the increase in fair value of acquired debt, and the fair value changes asscciated with contingent
censideration. Therefore, the Adjusted income measure includes the revenues earned upon the sale of the acquired products without
censidering the acguisition cost of those products.

Certain of the purchase accounting adjustments can occur through 20 or more years, but this presentation provides an alternative view of our
performance that is used by management to internally assess business performance. We believe the elimination of ameortization attributable to
acquired intangible assets provides management and investors an alternative view of our business results by trying to provide a degree of
parity to internally developed intangible assets for which R&D costs previously have been expensed.

However, a completely accurate comparison of internaily developed intangible assets and acquired intangible assets cannot be achieved
through Adjusted income. This component of Adjusted income is derived solely from the impacts of the items listed in the first paragraph of this
section. We have not factored in the impacts of any cther differences in experience that might have occurred if we had discovered and
developed those intangibie assets on cur own, and this approach does nct intend to be representative of the results that would have occurred
in those circumstances. For example, our R&D costs in total, and in the periods presented, may have been different; our speed to
commercialization and resulting sales, if any, may have been different; or our costs to manufacture may have been different. in addition, our
marketing efforts may have been received differently by our customers. As such. in total, there can be no assurance that our Adjusted income
amounts would have been the same as presented had we discovered and developed the acquired intangible assets.

Acquisition-Related Costs

Adjusted income is calculated prior to considering transaction, integration, restructuring and additional depreciation costs associated with
business combinations because these costs are unique to each transaction and represent costs that were incurred to restructure and integrate
two husinesses as a result of the acquisition decision. For additional clarity, only transaction costs, additional depreciation and restructuring
and integration activities that are associated with a business combination or a net-asset acquisition are included in acquisition-refated costs.
We have made no adjustments for the resulting synergies.

We believe that viewing income prior to considering these charges provides investors with a usefu! additional perspective because the
significant costs incurred in connection with a business combination result primarily from the need to eliminate duplicate assets, activities or
employees—a natural result of acquiring a fully integrated set of activities. For this reason, we believe that the costs incurred to convert
disparate systems, to close duplicative facilities or to eliminate duplicate positions (for example, in the context of a business combination) can
be viewed differently from those costs incurred in other, more normal, business contexts.

The integration and restructuring costs associated with a business combination may occur over several years, with the more significant

impacts typically ending within three years of the transaction. Because of the need for certain external approvals for some actions, the span of
time needed to achieve certain restructuring and integration activities can be lengthy. For example, due to the highly regulated nature of the
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pharmaceutical business, the closure of excess facilities can take several years, as all manufacturing changes are subject to extensive
validation and testing and must be approved by the FDA and/or cther global reguiatery authorities.

Discontinued Operations

Adjusted income is calculated prior te considering the results of operations included in discontinued operations, as well as any related gains or
losses on the disposal of such operations. We believe that this presentation is meaningful to investors because, while we review our
businesses and product lines for strategic fit with our operations, we do nct build or run our businesses with the intent to sell them.
Restatements due to discontinued operations do not impact compensation or change the Adjusted income measure for the compensation in
respect of the restated periods, but are presented for consistency across all periods.

Certain Significant tems

Adjusted income is calculated prior to considering certain significant items. Certain significant items represent substantive and/or unusual
items that are evaluated on an individual basis. Such evaluation censiders both the quantitative and the qualitative aspects of their nature.
Certain significant items may be highly variable and difficult to predict. Furthermore, in some cases it is reasonabiy possible that they could
reoccur in future periods. For example, major non-acquisition-retated cost-reduction programs stand on their own as they are specific to an
event or goal with a defined term, but we may have subsequent programs based on reorganizations of the business, cost productivity or in
response to loss of exclusivity or economic conditions. Legal charges to resolve litigation are also refated to specific cases, which are facts
and circumstances specific and, in some cases, may also be the result of litigation matters at acquired companies that were inestimable. not
probable or unresclved at the date of acquisition. Unusual items may represent items that are not part of our ongoing business; items that,
either as a result of their nature or size, we would not expect to occur as part of our normal business on a regular basis; items that would be
non-recurring; or items that relate to products we no longer seil. While not all-inclusive, examples of items that could be included as certain
significant items would be a major non-acquisition-related restructuring charge and associated implementation costs; amounts related to
certain disposals of businesses, products or facilities that do not qualify as discontinued operations under U.S. GAAP; certain intangible asset
impairments: adjustments related to the resolution of certain tax positions; the impact of adopting certain significant, event-driven tax
legislation, such as the TCJA discussed in Notes to Consolidated Financial Statements—~Note 5A. Tax Matters: Taxes on income from
Continuing Operations or charges related to certain legal matters, such as certain of those discussed in Notes to Consolidated Financial
Statements—~Note 17A. Commilments and Contingencies: Legal Proceedings and in Part |l Item 1, "Legal Proceedings’ in our Quarterly
Reports en Form 10-Q. Neormal, ongeing defense costs of the Company or settiements of and accruals for legal matters made in the normal
course of our business would not be considered certain significant items.
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Reconcifiation of GAAP Reported to Non-GAAP Adjusted Information—Certain Line items

2017
Purchase Acquisiticn- Certain
GAAP Accounting Related Discontinued Significant  Non-GAAP
15 MILL:OMS. EXCEPT PER COMMON SHARE DATA Reported  Adjustments' Costs™  Operations™ Items® Adjusted
Revenues $ 52546 3 — 3 — 3 — % — 3 52,546
Cost of sales 11,240 (47) (39) — (363) 10,790
Selling. informational and administrative
expenses 14,784 {16} — — (299) 14 469
Research and development expenses 7,657 8 — — (38) 7,626
Amortization of intangible assets 4,758 (4,565) — — — 193
Restructuring charges and certain
acquisition-related costs 487 — {418) — (69) —
Other (income)/deductions——net 1,315 (138) — — (1,876) (899)
Income from continuing operations before
provision/(benefit) for taxes on income 12,305 4758 456 — 2,647 20,166
Provision/(benefit) for taxes on income™ (9,049) 1,331 173 — 1,577 4,033
Income from continuing operations 21,353 3,426 283 — (8,930) 16,132
Discontinued operations—net of tax 2 — — 2 — —
Net income attributable to noncontrolling
interests 47 —_ — — — 47
Net income attributable to Pfizer Inc. 21,308 3,426 283 (2) (8,930) 16,085
Earnings per common share attributable
to Pfizer Inc.—diluted 3.52 0.57 0.05 — (1.47) 2.65
2016
Purchase Acquisiticn- Certain
GAAP Accounting Related Discentinued Significant  Non-GAAP
I\ MILLIONS. EXCEFT PER COMMORN SHARE DATA Reported  Adjustments'™ Costs™ Operations™ Items™ Adjusted
Revenues $ 52824 % — % — 3 — 5 — § 52824
Cost of sales 12,329 (295) (7) — (397) 11,630
Selling, informational and administrative
expenses 14,837 {3) — — (89) 14,745
Research and development expenses 7,872 3 — — (34) 7.841
Amortization of intangible assets 4,056 (3,928) —_ — — 128
Restructuring charges and certain
acquisition-related costs 1,724 — {778) — (945) —
Other {income)/deductions——net 3,655 39 — — (4.423) (729)
Income from continuing operations before
provision/(benefit) for taxes on income 8,351 4185 785 — 5,888 19,210
Provision/(benefit) for taxes on income!™ 1,123 1,248 104 — 1,943 4,418
Income from continuing operations 7,229 2,937 682 — 3,944 14,792
Discontinued operations—net of tax 17 — —_ (17) — —
Net income attributable to noncontrolling
interests 3 — — — — 31
Net income attributable to Pfizer Inc. 7,215 2,937 682 17) 3,944 14,761
Earnings per common share attributable
to Pfizer Inc.—diluted 1147 0.48 0.1 — 0.64 2.40
See end of tables for notes @and .
2017 Financial Report LY

02.08.2019 ki 08:59 Brgnngysundregistrene Side 64 av 171



Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 986210229

Financial Review
Pfizer Inc. and Subsidiary Companies

2015
Purchase Acquisition- Certain
GAAP Accounting Related Discontinued Significant  Non-GAAP

15 MILLIOMS. EXCEPT PER COMMON SHARE DATA Reported  Adjustments'™ Costs®™  Operations'™ Items™ Adjusted
Revenues $ 48851 $ — % — — 3 — § 48,851
Cost of sales 9,648 (413) (75) — (140) 9,021
Selling, informational and administrative

expenses 14,809 — — — (484) 14,324
Research and development expenses 7,690 7 — — (44) 7.853
Amortization of intangible assets 3,728 (3,598) — — — 130
Restructuring charges and certain

acquisition-related costs 1,152 — {820) — (333) —_
Other (income)/deductions—net 2,860 52 — — (3,321) (409)
Income from continuing operations before

provision/(benefit) for taxes on income 8,965 3,953 894 - 4,321 18,433
Provision/(benefit) for taxes on income™ 1,990 1110 303 — 949 4,352
Income from continuing operations 8,975 2,843 591 — 3372 13,781
Discontinued operations—net of tax 1 — — (11) — —
Net income attributable to noncontrolling

interests 26 — — — — 26
Net income attributable to Pfizer Inc. 6,960 2,843 591 (11) 3,372 13,755
Earnings per common share attributable

to Pfizer Inc.—diluted 1.1 0.45 0.09 — 0.54 2.20

%" For details of adjustments, see “Dstails of Income Statement ltems Inciuded in GAAP Reported but Excluded from Non-GAAP Adjusted Income” below.

' The effective tax rate an Non-GAAP Adjusted income was 20.0% in 2017, 23.0% in 2016 and 24.0% in 2015. The decrease in the effective tax rate on Non-
GAAP Adjusted income for 2017 compared with 2016 was primarily due to tax benefits associated with the enactment of the TCJA, primarily refiecting the
remeasursment of U.S. deferred tax liabilities on deemed repatriated post-198€ sarnings of forsign subsidiaries that were accrued during 2017, as wellas a
favorable change in the jurisdictional mix of earings as a result of operating fluctuations in the normal course of business, partially offsst by a decrease in
benefits associated with the resolution of certain tax positions pertaining to prior years primarily with various foreign tax authorities, and the expiration of certain
statutes of limitations. The decline in the effective tax rate on Non-GAAP Adjusted income in 2016 compared to 2015 was primarily due to a favorable change in
the jurisdictional mix of earnings as a result of operating fluctuations in the normal course of business. an increase in tax benefits associated with the resolution
of certain tax positions pertaining to prier years primarily with various foreign tax authorities, and the expiration of certain statutes of limitations, as well as
benefits related to the adoption of a new accounting standard in the fourth quarter of 2016, as of January 1, 2018, requiring excess tax benefits or deficiencies
of share-based compensation to be recognized as a component of the Provision/(benefif) for taxes o income.
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Details of Income Statement Items Included in GAAP Reported but Excluded from Nen-GAAP Adiusted Income

Adjusted income, as shown above, excludes the following items:

Year Ended December 31,

(MILLICHNS ©F DOLLARS) 2017 2016 2015
Purchase accounting adiustments
Amortization, depreciation and other'® $ 471 § 3890 § 3,540
Cost of sales a7 295 413
Total purchase acceunting adjustments—pre-tax 4,758 4,185 3.953
Income taxes™ 1,331) (1.248) (1.110)
Total purchase accounting adjustments—net of tax 3,425 2937 2,843
Accquisition-related costs
Restructuring charges™' 108 211 479
Transaction costs'™ 4 127 123
Integration costs'™ 305 441 218
Additicnal depreciation—asset restructuring™® 39 7 75
Total acquisition-related costs—pre-tax 456 785 894
Income taxes™ (173) (104) (303)
Total acquisition-related costs—net of tax 283 632 5
Discentinued operations
Total discontinued operations—net of tax, attributable to Pfizer Inc.™ {2) (17) (11)
Certain significant items
Restructuring charges'® 89 945 333
Implementation costs and additional depreciation—asset restructuring™ 273 540 251
Certain legal matters, net® 237 494 968
Loss on sale and impairment on remeasurement of H!S net assets” 55 1,712 —
Certain asset impairments® 379 1,426 787
Foreign currency loss and inventery impairment related to Venezuela® — — 878
Charge related to pension settiement'™ — — 4
Business and legal entity alignment costs™ 71 261 282
Net losses on early retirement of debt" 999 312 —
Other'? 556 197 332
Total certain significant items—pre-tax 2,647 5,888 431
Income taxes™ (11,577) (1,943) (949)
Total certain significant items—net of tax (8,930} 3,944 3,372
Total purchase accounting adjustments, acquisition-retated costs, discontinued
operations and certain significant items—net of tax, attributable to Pfizer inc. $ (5,223) 3 7546 % 6,795

Bl

a1

Included primarily in Amortization of infangible assets.
included in Frovision/(benefit} for taxes or ficome. Income taxes includes the tax effect of the associated pre-tax amounts, calculated by determining the

jurisdictional location of the pre-tax amounts and applying that jurisdiction’s applicable tax rate. Income taxes recorded in 2017 do not reflect any changes
associated with the enactment of the TCJA. These changes resulting from the TCJA have been reflected in the line item, Certain significant items “income

taxes”.

* Included in Restructuring charges and certain acquisition-related costs. Restructuring charges include employse termination costs, asset impairments and other
exit costs associated with business combinations. Transaction costs represent external costs for banking, legal, accounting and other similar services.

Integration costs represent external, incremental costs directly refated to integrating acquired businesses. and primarily include expenditures for consulting and
the integration of systems and processes. For additional information, see Notes to Consclidated Financial Statements—Nofe 3. Restructuring Charges and
Other Costs Associated with Acquisitions and Cost-Reduction/Productivity fnitiatives.

included in Cost of sales. Represents the impact of changes in estimated useful lives of assets involved in restructuring actions related to acquisitions

" Included in Frovision/(benefit} for taxes ori fnicome. Income taxes includes the tax effect of the associated pre-tax amounts, calculated by determining the

jurisdictional location of the pre-tax amounts and applying that jurisdiction’s applicable tax rate. Income taxes recorded in 2017 do not reflect any changes
associated with the enactment of the TCJA. These changes resulting from the TCJA have been reflected in Certain significant items “Income taxes”. As
applicable, each period may also include the impact of the remeasurement of certain deferrad tax liabilities resulting from our plant network restructuring

activities: in 20186, there was an unfavorable impact.

a =

' Included in Discontinued operations—net of tax. For all years presented, represents post-close adjustments,
included in Restructuring charges and cettain acquisition-refated costs (see Notes to Consolidated Financial Statements—~Note 3. Resfructuring Charges and

Other Costs Associated with Acquisitions and Cost-Reduction/Productivity fnitiatives). Amounts relate to our cost-reduction and productivity initiatives not

related to acquisitions.
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' Amounts relate to our cost-reduction/productivity initiatives not related te acquisitions (see Notes to Consciidated Financial Statements—Nofe 3. Restructuring
Charges and Cther Costs Associated with Acquisitions and Cost-Redustion/Productivity Initiatives). For 2017, included in Cost of sales ($170 million), Selling,
informational and administrative expenses ($71 million) and Research and development expenses ($38 million). For 2016, primarily all included in Cost of safes
($423 miliion), Sefling. informational and administrative expenses (381 million) and Research and development expenses ($32 million). For 2015, virtually all
included in Cosf of sales ($145 million), Selling, informational and administrative expenses ($83 million) and Research and development expenses ($19 million).

" included in Other (income)/deductioris—rief (see the Notes to Consolidated Financial Statements—Nofe 4. Other (Income)/Deductions—Nef).

U in 2015, represents () an $806 million foreign currency loss included in Other (income)/deductions—nef related to conditions in Venezuela during 2015, that
had us resolve that our Venezuelan bolivar-denominated nst monstary assets that are subject to revaluation were no loenger expected to be settied at the
Venezuelan government CENCOEX official rate of 6.3, but rather at the then SIMADI rate of 200. the lowest official rate. Those conditions included the inakbility
to obtain significant conversions of VVenezuselan bolivars related to intercompany U.S. dollar-denominated accounts, an svaluation ofthe sffects of the
implementation of a fourth-quarter 2015 operational restructuring, resulting in 36% reduction in our labor force in Venezuela, and our expectation of the changes
in Venezuela's responses to changes in its econemy; and (i} a $72 millien charge included in Cosf of sales related to inventory impairment in Vienezusela related
to the foreign currency change described above.

59 1n 2015, included in Cost of sales ($72 million) and Selling, informational and administrative expenses ($419 million) and primarily represents a non-recurring
charge related to settlement of pension obligations in accerdance with an offer to certain terminated employees wha are vested in their pension benefits to elect
a lump-sum payment or annuity of their deferred vested pension benefits.

' For 201 7, included in Cost of sales ($193 million), Selling, informational and administrative expenses ($229 milliony and Other (income)/deductions—net ($134

million). For 2016, primarily included in Cosf of safes ($27 million income), Sefling, informational and administrative expenses ($8 million) and Other (income)/

deductions—ief ($214 million). For 2015, virtually all included in Cost of sales ($149 million income) and Other {income}/deductions—net ($473 miliion). For

2017, includes, among other things, (i) a charitable contribution to the Pfizer Foundation of $200 million, which is included in Selling, informational and

administrative expenses; (iiy $195 million in inventory losses, overhead costs related to the period in which our Puerte Rico plants were not operational, and

incremental costs to date, all of which resulted from the recent hurricanes in Puerto Rico and are included in Cost of safes; (iif) an $81 million loss refated to the
sale of our 49% equity share in Hisun Pfizer. which is included in Ofher {income)/deductions—rnet. and (iv) a net loss of $30 million related to the sale of our

40% ownership investment in Teuto, including the extinguishment of a put option for the remaining 60% ownership interest, which is included in Other {income)/

deductions—iref. Far 2016, includes. among other things, $150 million paid to Allergan for reimbursement of Allergan’s expenses associated with the

terminated transaction, which is included in Other (income)/deductions—net. For 2015, includes, among other things, a change in the profit deferred in inventory
relating to inventory that had not been sold to third parties, which is included in Cost of sales (non-cash benefit of $221 million), losses of $239 million, which

are included in Other (income)/deductions—net, and are related to our share of an equity methed investee’s charges incurred for its re-measurement of a

contingent consideration liability, and charges of $173 million refated to the write-down of assets to net realizable value, which are primarily included in Other

{income}/deductions—ef.

Included in Provision/(benefit) for taxes on income. Income taxes includes the tax effect of the associated pre-tax amounts, calculated by determining the

jurisdictional location of the pre-tax amounts and applying that jurisdiction’s applicable tax rate. The amount in 2017 was favorably impacted by tax benefits

primarily associated with the remeasurement of deferred tax liabilities, which includes the repatriation tax on deemed repatriated accumulated post-1886
earnings of foreign subsidiaries associated with the TCJA. Given the significant changes resulting fram and complexities associated with the TCJA, the
astimated financial impacts for 2017 are provisional and subject to further analysis, interpretation and clarification of the TCJA, which could result in changes to
these estimates during 2018. The amount in 2016 was favorably impacted by benefits related to the final resolution of an agreament in principle reached in

February 2016 and finalized in April 2016 to resolve certain claims related to Protonix, which resulted in the receipt of information that raised our initial

assessment in 2015 of the likelihood of prevailing on the technical merits of our tax position. The amount in 2015 was favorably impacted by tax benefits

associated with certain tax inftiatives. In addition, the amount in 2015 was unfavorably impacted by a non-deductible forsign currency loss related to Venezuela
and the non-deductible charge for the agreement in principle reached in February 2016 to resolve claims relating to Protonix. See Notes to Consolidated

Financial Statements—Nofe 5A. Tax Matters: Taxes on [ncome from Continuing Operations.

ANALYSIS OF OPERATING SEGMENT INFORMATION

g

The following tables and associated notes provide additional information about the performance of our two operating segments—the [H
segment and the EH segment. For additional information about each operating segment, see the "Our Strategy—Commercial Operations”
section of this Financial Review and Notes to Consolidated Financial Statements—Nofe 18. Segment Geographic and Other Revenue
Information.

As described in Notes to Consclidated Financial Statements—Note 1A, Basis of Presentation and Significant Accounting Policies: Basis of
Fresentation, acquisitions and divestitures have impacted our resuits of operations in 2017, 2016 and 2015.

The following tabtes provide revenue and cost information by reportabte operating segment and a reconciliation of that information to our
consolidated statements of income:

2017
innovative Essential - Non-GAAP  Reconcilin GAAP

(MILLICHS OF DOLLARS) Heaith (IHY®  Health (EH)™ Other™ Adjusted™ items*™  Reported
Revenues $ 31422 § 21,124 § — § 52,546 § — § 52,548
Cost of sales 4,091 5,938 762 10,790 449 11,240

% of revenue 13.0% 281% * 20.5% * 21.4%
Selling. informational and administrative

expenses 7,158 3,067 4,244 14,469 316 14,784
Research and development expenses 2,566 1,046 4,014 7,626 31 7,657
Amortization of intangible assets 129 65 — 193 4,565 4,758
Restructuring charges and certain acquisition-

refated costs — — — — 487 487
Other (income)/deductions——net (863) (275) 439 (699) 2,014 1,315
Income/(loss) from centinuing operations

before provision/(benefit) for taxes on

income $ 18,341 $ 11,283 § (9459) $ 20,166  $ (7,861) $ 12,305
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2016
Innovative Essentia] " Non-GAAP  Reconciling GAAP
(MILLICHS QF DOLLARS) Health ({H}*  Health (EH)"® Other™ Adjusted" ems'”  Reported
Revenuss $ 29187 % 23627 % — 5 52824 3% — § 5281
Cost of sales 4,041 6,273 1,316 11,630 699 12,329
% of revenue 13.8% 26.5% * 22.0% * 23.3%
Selling. informational and administrative
expenses 7.248 3.455 4,042 14,745 92 14,837
Research and development expenses 2,940 1,232 3,669 7.841 31 7,872
Ameortization of intangible assets 102 26 — 128 3,928 4,056
Restructuring charges and certain acquisition-
related costs — — — — 1724 1,724
Other (income)/deductions——net (988) (256) 515 (729) 4384 3,655
Income/(loss) from continuing operations
before provision/(benefit) for taxes on
income 3 15,854 $ 12,898 § (9542) § 19210 § (10.858) $ 8,351
2015
lnnovatiye Essentigl A Non-GAAF? Reconcilin GAAP
(MILLICHS GF DOLLARS) Health {iH}®  Health (EH)™ Other™ Adjusted’ items'”  Reported
Revenues $ 26,758 % 22094 3% — 3 48,851 $ — $ 48,851
Cost of sales 3,651 4,891 479 9,021 627 9,648
% of revenue 13.6% 22.1% * 18.5% * 19.7%
Selling. informational and administrative
expenses 6.807 3573 3,945 14,324 485 14,809
Research and development expenses 2712 1,032 3,909 7,653 37 7,690
Amortization of intangible assets 94 36 — 130 3.598 3,728
Restructuring charges and certain acquisition-
related costs — — — — 1152 1,152
Other (income)/deductions——net (1,086) (152) 829 (409) 3.269 2,860
Income/(loss) from centinuing operations
before provision/(benefit) for taxes on
income 3 14,581 $ 12714 & (8162} § 18133 & (9.168) $ 8,965

' Amounts represent the revenues and costs managed by each of our operating segments. The expenses generally include only those costs directly attributable

to the operating segment.
[kl

segments and includes the following:

Other comprises the revenues and costs included in our Adjusted income components (see footnote (c) below) that are managed outside of our two operating

2017
Other Business Activities
Other

IMILLIONS OF DCLLARS) WRDY GPD™ Corporate'™  Unallocated™ Total
Revenues $ — $ — $ — — 3 —
Cost of sales 1 — 34 727 762
Selling, informational and administrative expenses — ()] 4,208 37 4,244
Research and development expenses 2,395 776 840 4 4,014
Amortization of intangible assets — — — — —
Restructuring charges and certain acquisition-related costs — — — — —
OCther (income)/deductions—net (33) — 440 32 439
Loss from continuing operations before provision/(benefit) for

taxes on income $ (2,362) $ (775) $ (5,522) § (799} § (9,459)
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2016
Other Business Activities
. Other

[MILLIONS OF DOLLARS) WRD" GpPD™ Corporate™  Unallocated™ Total
Revenues $ — 3 — % — % — 3 —
Cost of sales — — 199 1117 1316
Selling, informaticnal and administrative expenses — — 4.004 37 4,042
Research and development expenses 2,352 691 612 14 3,669
Amortization of intangible assets — — — — —
Restructuring charges and certain acquisition-related costs — — — — —
Cther (income)/deductions—net 24) — G76 (136} 515
Loss from continuing operations before provision/(benefit) for

taxes on income $ (2.328) % (681) $ (5.491) $ (1.032y § (8.542)

2015
Other Business Actlvities
Other

IMILLIGNS OF DOLLARS) WRDY GPD™ Corporate'™  Unallocated™ Total
Revenues $ — 3 — % — % — 3 —
Cost of sales — — 20 459 479
Selling, informational and administrative expenses 2 — 3.860 84 3,945
Research and development expenses 2,331 658 3906 14 3,909
Amortization of intangible assets — — — — —
Restructuring charges and certain acquisition-related costs — — 3 (3} —
Cther (income)/deductions—net (77) — 817 89 829
Loss from continuing operations before provision/(benefit) for

taxes on income $ (2,.255) §$ (658) $ (5.607) $ 642y $ (8,162)

m

WRD—the R&D expenses managed by our WRD organization, which is generally responsible for research projects for our IH business until proof-of-concept
is achieved and then for transitioning those projects to the IH segment via the GPD organization for possible clinical and commercial development. R&D
spending may include upfront and milestone payments for intellectual property rights. The WRD organization also has responsibility for certain science-
hased and other platform-services organizations, which provide technical expertise and other services to the various R&D projects, including EH R&D
projects. WRD is also responsible for facilitating all regulatory submissions and interactions with regulatory agencies, including all safety-svent activities.
GPD—the costs associated with cur GPD organization, which is generally responsibie for the clinical development of assets that are in clinical trials for our
WRD and tnnovative portfolios. GPD also provides technical support and other services to Pfizer R&D projects.

Corporate—the costs associated with Corporate, representing platform functiens (such as worldwide technology. global real sstate operations, iegal, finance,
human resources, worldwide public affairs, compliance, and worldwide procurement) and certain compensation and other corporate costs, such as interest
income and expense, and gains and losses on investments. Effective in the first quarter of 2017, Corporate also inciudes the costs associated with our Pfizer
Medical organization (Medical), previously reported as part of Other Business Activities. Medical is responsible for the provision of medical infermation to
healthcare providers, patients and other parties, transparency and disclosure activities, clinical trial resuits publication, grants for healthcare quality
improvement and medical education, and partnerships with global public health and medical associations. We have recfassified approximately $165 million
and $177 million of Medical costs from Cther Business Activities to Corporate in 2018 and 2015, respectively, to conform to the current period presentation.
We recognized a $52 million gain in 2017 as an offset to Cost of sales related to foreign currency forward-exchange contracts designated as cash flow
hedges of a portion of our forsign exchange-denominated forecasted intercompany inventory sales.

“ Other Unallocated—other unallocated costs, representing overhead expenses associated with our manufacturing and commercial eperations that are not
directly assessed to an operating segment, as business unit (segment) management does nat manage these costs (which include manufacturing variances
associated with production).

For information purposes only, the following tables present recenciliations of our segment operating resuits to segment operating resuits
including estimated Other costs generally associated with each segment for 2017. While we do not manage cur segments or have
performance goals under such an allocated manner, we believe that some investors may find this information useful in their analyses.

The estimated Other costs generally associated with our operating segments do not purport to reflect the additional amounts that each of cur
operating segments would have incurred had each segment operated as a standalone company during the period presented.
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For information purposes only, for 2017, we estimate that Other costs, as described above, for combined WRD and GPD costs of $3.1 billion,
and combined Corperate and Other Unallocated costs of $5.6 billicn after excluding (i) net interest-related expense not aftributable to an
operating segment included in Corporate (approximately $323 miillion in Other (income)/deductions——nety, and (i} net income from
investments and other assets nct attributable to an operating segment included in Corperate {(approximately $227 millien in Other (income)/
deductions—net), are generally associated with our operating segments, as follows:

2017
Estimated Other Casts Associated with IH"

Innovative Health with

Innovative Estimated Other Costs

Health Non- Estimated Associated with

GAAP Estimated WRD/ Corporate/Other Innovative HeaI{ti%\

{MILLICHS OF DOLLARS) Adjusted® (9 GFD® Unallocated™  Non-GAAP Adjusted;)

Revenues $ 31,422 % — $ — 3 31,422

Cost of sales 4,091 1 174 4,265

Selling, informational and administrative expenses 7,158 — 2,448 9,605

Research and development expenses 2,566 3,133 688 6.387

Amartization of intangible assets 128 — — 129
Restructuring charges and certain acquisition-related

costs — — — —

Cther (income)/deductions—net (863) {33) {98) (994}
Income frem continuing operations before provision/

(benefit) for taxes on income 18,341 (3,100) (3.212) 12,030

2017

Estimated Other Costs Associated with EH®

Essential Heaith with
Estimated Other Costs

Essential Health Estimated Associated with
Non-GAAP Estimated WRW Corporateloth?_ﬁ' Essential Health
(MILLIGMNS CF DOLLARS) Adjusted™ 1 GPD" Unallocated™” Non-GAAP Adjustedgj_
Revenues $ 21,124 $ — % — $ 21,124
Cost of sales 5,938 — 588 6,525
Selling. informational and administrative expenses 3,067 — 1,797 4,864
Research and development expenses 1,046 37 156 1.239
Amartization of intangible assets 65 — — 65
Restructuring charges and certain acquisition-related
costs — — — —
Other (income)/deductions—net (275) — (125) (401}
Income frem continuing operations before provision/
(benefit) for taxes on income 11,283 {38) (2.415) 8.831
T

" Amount represents the revenues and costs managed by each of our operating segments. The expenses generally include only those costs directly attributable
to the operating segment. See note (a) above for more information.
" Represents costs not assessed to an operating segment, as business unit (segment) managsment does not manage these costs. For a deseription of these
ather costs and business activities, see nots (b) above.
+ WRD/GPD—The information provided for WRD and GPD was substantialiy all derived from our estimates of the costs incurred in connsection with the R&D
projects associated with each operating segment.
Corporate/Other Unallocated—The information provided for Corporate and Other Unallocated was derived mainly using proportional allocation metheds
based on global, regional or country revenues or global, regional or country headcount, as well as certain cost metrics, as appropriate, such as those
derived from research and development and manufacturing costs, and, to a tesser extent, specific identification and estimates. Management believes that
the allecations of Corporate and Cther Unaliocated costs are reasonable.
The estimated Other costs generaily associated with our operating segments do nat purport to reflect the additional amounts that each of our operating
) segments would have incurred had each segment operated as a standalone company during the period presented.
i See note {c) below for an expianation of our Non-GAAP Adjusted financial measure.
' See the “Non-GAAP Financial Measure (Adjusted income)” section of this Financial Review for a definition of these “Adjusted income’ components.
" Includes costs associated with (i) purchase accounting adjustments; (ii) acquisition-reiated costs; and (i) certain significant items, which are substantive andfor
unusuai, and in some cases recurring, items (such as restructuring or legal charges) that are evaluated on an individual basis by management. For additional
information about these reconciling items andior our Non-GAAP adjusted measure of performancs, see the “‘Non-GAAP Financial Measure {Adjusted Income)”
section of this Financial Review.

Inngvative Health Qperating Segment

2017 vs 2016

IH Revenues increased 8% to $31.4 billion. Foreign exchange had a de minimis impact.
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The following graph illustrates the components of the increase in IH Revenues:

$3,112
$20197 e I $31,422
$(806) $(80)
&
c
i
g
o
T T 7
2016 Operaticnal LOE* Foreign 2017
(excl. LOE™) Exchange

* LOE generally pertains to period-over-period revenue impacts for products across our portfolios experiencing patent expirations or less of regulatory exclusivity
in certain developed markets.

The foliowing provides an analysis of the increase in IH Revenues:

(MILLICNS OF DOLLARS)
IH Revenues, 2016 $ 29,197
Operaticnal growth/A{decline):

Cangnued growth from key brands including Eliquis (giobally). as well as Xeljanz and Lyrica (both primarily in the
8.)

1,608
lbrance global growth: U.S. revenues increased primarily due to continued strong uptake in the metastatic breast
cancer setting. International revenues increased operationally, but were negatively impacted by a ohe-time price
adjustment to 2017 revenues related to finalizing reimbursement agreements in certain developed Europe markets. 993
Increase in Xtandi alliance revenues in the U.S. (September 2016 acauisition of Medivation} 450
Lower revenues for Enbrel primarily in developed Europe markets due to continued biosimilar competition (448)
Lower revenues for Viagra in the U.S. due to generic competition that began in December 2017 (359)
Decline in Prevnar 13/Prevenar 13 revenues. U.S. revenues decreased primarily due to the expected decline in
revenues for the adult indication in the U.S. due to a high initial capture rate of the eligible population following its
successful fourth-quarter 2014 launch, which resuited in a smalter remaining “catch up” opportunity compared to
2016, partiaily offset by growth from the pediatric indication. International revenues increased primarily due tothe
favorable overall impact of timing and increased volume associated with government purchases in certain emerging
markets for the pediatric indication compared with prior year, as well as from the inclusion of Prevenar 13 in
additional national immunization programs in certain emerging markets for the adult and pediatric indicaticns in the
fourth of quarter 2017, (108)
Other operational factors, net 169
Operaticnal growth, net 2,305
Unfavorable impact of foreign exchange (80)
IH Revenuss increase 2,225
IH Revenues, 2017 $ 31,422

Total IH revenues from emerging markets were $4.4 billion in 2017, compared to $3.7 hillion in 2016, reflecting an 18% operational increase.
Foreign exchange had a de minimis impact on total IH revenues from emerging markets.

Costs and Expenses

« Cost of sales as a percentage of Revenues decreased 0.8 percentage points primarily driven by a favorable change in product mix,
including an increase in alliance revenue, which have no associated cost of sales, partially offset by an increase in royalty expense, mostly
related to Ibrance.

The increase in Cost of sales of 1% was primarily driven by an increase in royaity expense, mostly related to Ibrance, partially offset by a
favorable change in product mix.

The decrease in Selling, informational and administrative expenses of 1% was primarily driven by the non-recurrence of an allowance for
doubtful trade accounts receivable, resulting from unfavorable devetopments with a distributor that was recorded in the first quarter of 2016,
lower spending for certain products. primarily Prevnar 13/Prevenar 13 and Viagra {which lost exclusivity in the U.S. in December 2017),
partially offset by additional investment across several of our key products, primarily Eucrisa, Ibrance and Xeljanz.

The decrease in Research and development expenses of 13% primarity reflects:

= the discontinuation of the global clinical development program for bococizumab in the fourth guarter of 2016 and the non-recurrence of its
associated close-out costs,
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partially offset by increased costs associated with:

= oUr oncology programs, including clinical trial spend on legacy Medivation assets;

= our C. difficile vaccine program, which initiated a Phase 3 clinical study in March 2017;

- our tanezumab development program; and

: an expense of $28 million. representing IH's portion of the $75 million expense resulting from our May 2017 agreement with Sangamo te
develop and commercialize gene therapy programs for Hemophilia A.

+ The unfavorable change in Other (income)/deductions——net primarily reflects:

- lower royalty income for Enbrel of $470 million, resulting from the expiration on October 31, 2016 of the 36-month rovalty period under
the collaboration agreement for Enbrel in the U.S. and Canada (the collaboration period under the agreement expired on October 31,
2013); and

- a $51 million decrease in Prezista royalties,

partially offset by:

- a $256 million increase in dividend income from our investment in ViiV; and

- a $176 million increase in Xtandi royalty income.

2016 vs, 2015

IH Revenues increased 9% to $29.2 billion. Fereign exchange had an unfavorable impact of 2%. Revenues increased 11% operationally.

The following graph illustrates the components of the increase in |IH Revenues:

$3,504 140
$26,758 R § $29,197
o~ $(817) $(588)
c
o
é
o
T T T
2015 Operational LOE™ Acquisition Foreign 2018
(excl. LOE* and Exchange
Acquisition}

*

LOE generally pertains to period-over-pericd revenue impacts for products across our portfolios experiencing patent expirations or loss of regulatory exclusivity
in certain developed markets.

The following provides an analysis of the increase in IH Revenues:

(MILLICHS OF DOLLARS)

IH Revenues, 2015 3 26,758

Acquisition:
The inclusion of Xtandi alliance revenues in the U.S. {September 2016 acquisition of Medivation) 140
Operational growth/{decline):
Continued operational growth from key brands including ibrance, Lyrica, Xeljanz, Chantix/Champix and Consumer
Healthcare. all primarily in the U.S., as well as Eliquis and Xalkori giobally 3,582
Decline in Rebif revenues in the U.S. due to the year-end 2015 expiry of the collaboration agreement to co-promote
Rebifin the U.S., as well as lower revenues for Enbrel primarity in most developed Europe markets, primarily due to
biosimilar competition (571)
Decline in Prevnar 13/Prevenar 13 revenues, primarily driven by an expected decline in revenues for the adult
indication in the U.S. due to a high initial capture rate of the eligible population following its successfui fourth-guarter
2014 faunch, which resulted in a smaller remaining “catch up” opportunity compared to the prior-year, as well as the
unfavorable impact of the timing of government purchases for the pediatric indication (454)
Other operational factors, net 330
Operaticnal growth, net 3,027
Unfavorable impact of foreign exchange (588)
IH Revenues increase 2.43¢
3 29197

IH Revenues, 2016

Tetal IH revenues from emerging markets were $3.7 billion in 2016, compared to $4.0 billion in 2015, reflecting 7% operational growth, which
was more than offset by the unfavorable impact of foreign exchange of 15%.
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Costs and Expenses

« Cost of sales as a percentage of Revenues increased slightly due to the unfavorable impact of foreign exchange and an increase in royalty
expense, partially offset by a favorable change in product mix, including an increase in alliance revenues, which have no associated cost of
sales.

+ Theincrease in Cosf of sales of 11% was primarily driven by the unfavorable impact of foreign exchange, an increase in royalty expense
and an increase in sales volumes.

« Theincrease in Selfing, informational and administrative expenses of 6% reflects an increase in the allowance for doubtful trade accounts
receivable, resulting from unfavorable developments with a distributer, and additional investment acreoss several of our key products,
partially offset by the favorable impact of foreign exchange.

+ The increase in Research and development expenses of §% primarily refiects:

= costs to close-out studies for the gicbal clinical development program for bococizumab that was discontinued in the fourth quarter of
2016;

- increased costs assaciated with our oncology pregrams. primarily our avelumab alliance with Merck KGaA: and
= the inclusion of three months of legacy Medivation operations in 2016,
partially offset by:
= the non-recurrence of the $295 million upfront payment made to OPKG in the first quarter of 2015,
« The unfavorable change in Other (income)deductions——net primarily reflects the unfavorable impact of foreign exchange. a net decrease in
royalty income and a decrease in our equity income from a certain equity-method investment.

Essential Health Operating Segment

2017 vs. 2016
EH Revenues decreased 11% to $21.1 billion, reflecting a 10% operational decrease and a 1% an unfavorable of foreign exchange.

The following graph illustrates the components of the decrease in EH Revenues:
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HIS Disposition}

*

LOE generally pertains to period-over-period revenue impacts for products across our portfolios experiencing patent expirations or {oss of regulatory exclusivity
in certain developed markets.

The following provides an analysis of the decrease in EH Revenues:

{MILLICNS CF DOLLARS)

EH Revenues, 2016 $ 23,627
Dispesitien;
Approximately one month of HIS domestic operations and approximately two months of HIS international operations
in 2017, compared to twelve months of HIS global cperations in 2016 (February 2017 sale) (1,062)

Other operational growth/{decline).

Decline from Peri-LOE Products, primarily due to expected declines in Pristiq in the U.S. as well as Lyrica and Vfend
(both primarily in developed Europe markets) (957)

Decline from the Sterile Injectable Pharmaceuticals portfolio, primarily due to legacy Hospira product shortages in the
u.s.

(315)

Decline in the Legacy Established Products portfolio primarily due to generic competition in developed markets (188)
Growth from Biosimitars, primarily from Inflectra in the U.S. and developed Europe markets 208
Other operational factors, net {13)
Operational decline, net (2,325)
Unfavorable impact of foreign exchange (178)
EH Revenues decrease (2,503)
EH Revenues, 2017 $ 21,124
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Total EH revenues from emerging markets were $7.0 billion in 2017, compared to $6.7 billion in 2016, reflecting 7% operational growth,
primarily driven by 6% operational growth from the Legacy Established Products portfolio and 17% operational growth from the Sterile
Injectable Pharmaceuticals portfolio. Foreign exchange had an unfavorable impact of 2%. Excluding RIS in both perieds, EH revenues in
emerging markets grew 8% operationally.

Costs and Expenses

The changes in EH expenses below reflect, among cther things, the favorable impact of the February 2017 sale of HIS. The operating results

of HIS are included in EH's operating results through February 2, 2017 and, therefore. operating results for EH for 2017 include approximately

one month of HIS domestic operations and approximately two months of HiS international operations, while operating results for EH for 2016

reflect 12 months of HIS global operations.

« Cost of sales as a percentage of Revenues increased 1.6 percentage points primarily due to cost increases reflecting the shift to EH of
certain legacy Hospira costs that were previously unallocated to EH as a result of harmonizing the Hospira cost pclicy, and the impact of
product losses of exclusivity, partially offset by the favorable impact of the sale of HIS, which had a higher cost of sales than the other EH
products, and the favorable impact of foreign exchange.

« The decrease in Cost of sales of 5% primarily reflects:

- the favorable impact of the sale of HIS, which had a higher cost of sales than the other EH products;

= the favorable impact of foreign exchange;

- anet decrease in royalty expense and, to a lesser extent,

= lower volumes driven by, among cther things, the SIP pertfolio, primarily due to legacy Hospira product shortages in the U.S |

partially offset by:

= cost increases reflecting the shift to EH of certain legacy Hospira costs that were previously unallocated to EH as a resuit of harmonizing
the Hospira cost policy.

Selling, informational and administrative expenses decreased 11% primarily due to the favorable impact of the sale of HIS, lower

advertising, promotional, and field force expenses, reflecting the benefits of cost-reduction and productivity initiatives, as well as lower

expenses associated with products that recently lost marketing exclusivity, partially offset by increased spending for biosimilars, primarily

related to the U.S. launch of Inflectra.

+ Research and development expenses decreased 15% primarily due te decreased spending for biosimilars, the close-out of certain post-
marketing clinical trials and the favorabie impact of the sale of HIS.

« The favorable change in Other (income)/deductions—net primarily refiects the favorable impact of foreign exchange, a gain on the
redemption of an acquired bond and an increase in Inflectra royalty income, partially offset by the non-recurrence of a resolution of a
contract disagreement in the first quarter of 2016.

2016 vs. 2015

EH Revenues increased 7% to $23.6 billion. Foreign exchange had an unfavorable impact of 4%. EH Revenues excluding the contribution
from the legacy Hospira portfolic, decreased 8%, or 3% operationally.

The following graph illustrates the components of the increase in EH Revenuss:
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* LOE generally pertains to period-over-period revenue impacts for products across our portfolios experiencing patent expirations or {oss of regulatory exclusivity
in certain developed markets.
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The following provides an analysis of the increase in EH Reverues:

(MILLICHS CF DOLLARS)

EH Rewenues, 2015 3 22,094
Operational growth/{decling).

Twelve months of revenues from legacy Hospira global operations in 2016, compared to four months of legacy
Hospira U.S. operations and three months of legacy Hospira international operations in 2015 3125

Decline from the Peri-LOE Products portfelio, primarily due tc the toss of exclusivity and associated generic
competition for certain Peri-LOE Products, primarily Zyvox in the U.S. and certain developed Europe markets as well

as Lyrica in certain developed Europe markets (954)
Otﬁerla"tigna! growth in the legacy Pfizer Sterile Injectable Pharmaceuticals portfolio, mostly in emerging markets and 259
e U.S.

Other operational factors, net [¥)]
Operaticnal growth, net 2,429
Unfavorable impact of foreign exchange (895)
EH Revenues increase 1534
EH Revenues, 2016 3 23,627

Total EH revenues from emerging markets were $6.7 billion in 2016, compared to $7.1 billion in 2015, reflecting 7% operational growth, driven
by the inclusion of legacy Hospira operations and 17% operational growth from the legacy Pfizer Sterile injectable Pharmaceuticals pertfolio
and 3% operational growth from the Legacy Established Products portfolio, which was more than offset by the unfaverable impact of foreign
exchange of 13%.

Costs and Expenses

The changes in EH expenses below reflect, among cther things, the unfavorable impact of the September 2015 acquisition of Hospira;
specifically, the inclusion of a full year of legacy Hospira global operations in 2016, compared to the inclusion of four months of legacy Hospira
U.S. operations and three months of legacy Hospira international cperations in 2015.

« Cost of sales as a percentage of Revenues increased 4.4 percentage points primarily due to the unfavorable impact of the Hospira
acquisition, the unfavorable impact of product losses of exclusivity and the unfavorable impact of foreign exchange.

+ The increase in Cost of sales of 28% was driven by the unfavorable impact of the Hospira acquisition and the unfaverable impact of foreign
exchange, partially offset by lower volumes across the Legacy Established Products portfolio and the impact of products losing exclusivity.

« Selling, informational and administrative expenses decreased 3%, primarily due to the favorable impact of foreign exchange, lower
advertising, promotional and field force expenses, reflecting the benefits of cost-reduction and productivity initiatives, and lower general and
administrative expenses, partialty offset by the unfavorable impact of the Hospira acquisition.

+ Research and development expenses increased 19% reflecting the unfavorable impact of the Hospira acquisition and increased investment
primarily in legacy Hospira biosimilar and sterile injectable development programs.

« The favorable change in Other (income)/deductions—net primarily refiects resolution of a contract disagreement, partially offset by the
unfavorable impact of foreign exchange.

ANALYSIS OF THE CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Changes in the components of Accumiulated other comprehensive foss refiect the following:
2017

+ For Foreign currency translation adjustments, net, primarity reflects the weakening of the U.S. dollar against the euro, U.K. pound and the
Canadian dollar, as well as the reclassification of amounts related to (i) the agreement to sell cur 40% ownership investment in Teuto and
(ii} the sale of our 49% equity share in Hisun Pfizer. For additional information, see Notes to Consolidated Financial Statements—~Note 2D.
Acquisitions, Sale of Hospira Infusion Systems Net Assels, Research and Development and Collaborative Arrangements, Equity-Method
investments and Cost-Method Investment. Equity-Method investments.

+  For Unrealized holding gains/{losses) on derivative financial instruments, net and Unrealized holding gains/losses) on available-for-sale
securities, net, reflect the impact of fair value remeasurements and the reclassification of amounts into net income. For additional
information, see Netes to Consolidated Financial Statements—Note 7. Financial instruments

« For Benefit plans: actuarial losses, net, primarily reflects (i} an increase in the actuarial losses due to a decrease in our discount rate
assumptions; (i) an increase in actual returns on plan assets; (iih) the amortization of changes in the pension benefit obligation previously
recognized in Other comprehensive income; and (iv) the unfavorable impact of foreign exchange. For additiona!l informaticn, see Notes to
Consolidated Financial Statements—Nole 11. Pension and Postretirerment Benefit Plans and Defined Contribution Plans.

2016

« Foreign currency transfation adjustments, net, primarily reflects the strengthening of the U.S. dollar against the U K. pound, Chinese
renminbi, Mexican peso, and Argentine peso, partially coffset by the weakening of the U.S. dollar against the Australian dollar and Japanese
yen.

For Unrealized holding gains/{losses) on derivative financial instruments, net and Unrealized holding gains/{fosses) on available-for-sale
securities, net, reflects the impact of fair value remeasurements and the reclassification of amounts into net income. For additional
information, see Notes to Consolidated Financial Statements—~Nofe 7. Financial instruments.
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« For Benefit plans: actuariaf losses, net, reflects the actuarial losses related primarily to a decrease in the discount rate, partially offset by (i)
the amortization of changes in the pension benefit obligation previously recognized in Other comprehensive income, and (i) higher actual
return on plan assets as compared to the expected return on plan assets. For additional information, see Notes to Consolidated Financial
Statements—~Note 11. Pension and Postretirement Benefit Flans and Defined Contribution Plans and the “Significant Accounting Policies and
Appiication of Critical Accounting Estimates and Assumptions—Benefit Plans” section of this Financial Review.

20158

For Forefgn currency translation adjustments, net, reflects primarily the strengthening of the U.S. doltar against the euro, Brazilian real,
Canadian doltar, Australian dollar, British pound, Mexican pese and Japanese yen.

For Unrealized holding gains/({losses) on derivative financial instruments, nef and Unrealized hoiding gains/{losses) on available-for-sale
securities, net, reflects the impact of fair value remeasurements and the reclassification of amounts into net income. For additional
information, see Notes to Consclidated Financial Statements—~Nofe 7. Financial instruments.

For Benefit plans: actuarial losses, net, primarily reflects the reclassification into income of amounts related to (i) the amortization of changes
in the pension benefit obiigation previously recognized in Other comprehensive income, (i) lower actual return on plan assets as compared
to the expected return on assets, and (iif) settlement activity, as well as the impact of foreign exchange. For additional information. see Notes
to Consolidated Financial Statements—~Note 11. Pension and Postretirement Benefit Plans and Defined Contribution Plans and the
*Significant Accounting Policies and Application of Critical Accounting Estimates and Assumptions—Benefit Plans” section of this Financial
Review.

For Benefit plans. prior service (costs)/credifts and other, net, reflects a $507 million reduction in our U.S. Postretirement Flan obligation due
to a plan amendment approved in June 2015 that introduced a cap on costs for certain groups within the plan, partially offset by the
reclassification into income of amounts related to (i) amortization of changes in prior service costs and credits previously recognized in Other
comprehensive income and (i} curtailment activity. For additional information, see Notes to Consolidated Financial Statements—Note 11.
Pension and Postretirement Benefit Plans and Defined Contribution Plans.

ANALYSIS OF THE CONSOLIDATED BALANCE SHEETS

For informaticn about certain of our financial assets and liabilities, including Cash and cash equivalents, Short-term investments, Long-term
investments, Short-term borrowings. including current portion of long-ferm debt, and Long-ferm debt. see the "Analysis of the Consolidated
Statements of Cash Flows” and the “Analysis of Financial Condition, Liquidity and Capital Resources: Selected Measures of Liquidity and
Capital Resources” sections of this Financial Review and Notes to Consclidated Financial Statements—Nofe 7. Financial Instruments.

For information about certain balances in Trade accounts receivable, less allowance for doubtful accounts, see also the "Analysis of Financial
Condition, Liguidity and Capital Resources: Selected Measures of Liquidity and Capital Resources: Accounts Receivable” section of this
Financial Review.

For information about events and circumstances impacting our tax-related accounts, see Notes to Consclidated Financial Statements—Note 5.
Tax Matters.

For a description of changes in Total Equity, see the consolidated statements of equity.

For information related to changes in Accumuated other comprehensive Joss, see the "Analysis of the Consclidated Statements of
Comprehensive Income” section of this Financial Review and Notes to Consolidated Financial Statements—Note 8. Accumulated Cther
Comprehensive Loss, Excluding Noncontrofing interests.

The changes in our asset and liability accounts as of December 31, 2017, compared to December 31, 2016, generally reflect, among other
things, the impact of assets acquired and liabilities assumed as part of the acquisition of AstraZeneca's smali molecule anti-infectives business,
measurement period adjustments related to the acquisition of Medivation, and fluctuations in foreign currency exchange rates. The following
explanations exclude the impact of the acquisition of AstraZeneca's small molecule anti-infectives business, measurement period adjustments
related to the acquisition of Medivation, as weil as the sale of HIS to ICU Medical and foreign exchange (see Notes to Consolidated Financial
Statements—Note 2. Acquisitions, Sale of Hospira Infusion Systems Net Assets, Research and Development and Colfaborative Arrangements,
Equity-Method investments and Cost-Method investment and Note 10. [deniifiable Intangible Assets and Goodwilf for additional information).

« For Trade accounts receivable, less allowance for doubtful accounts, the change reflects the timing of sales and collections in the normal
course of business.

For Inventories, the change reflects the build of inventory primarity for and in advance of new or potential product launches and increases to
meet targeted levels for certain products in the normal course of business.

For Other current assets, the change reflects a decrease in receivables associated with our derivative financiat instruments, as well as the
timing of receipt and payments in the normal course of business.

For PP&E, the change primarily reflects capital additions in the normal course of business, partially coffset by depreciation during the period
and reductions due to restructuring efforts.

For [dentifiable intangible assets, less accumulated amortization, the change primarily refiects:
amortization and impairments for the period,

partially offset by intangibie assets recorded in connection with:

- the EU and U.S. approvals of Besponsa;
the U.S. approvat of Bosulif; and

« the U.S., EU and Japan approvals of Bavencio.
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For additional information on impairments for the period, see Notes to Consclidated Financial Statements—~Note 4. Other {income}/Deductions
—Net, For additional information on the EU and U.S. approvals of Besponsa and the U.S. approval of Bosulif, see Notes to Consclidated
Financial Statements—Note 7E. Financial Instruments: Other Noncurrent Liabifities. For additional information on the U.S. EU and Japan
approvals of Bavencio, see Notes tc Consolidated Financial Statements—~Note 2C. Acquisitions, Sale of Hospira Infusion Systems Net Assets,
Research and Development and Collaborative Arrangements, Equity-Method Investments and Cost-Method investment: Research and
Development and Collaborative Arrangements.

« For Other noncurrent assets, the change reflects a decrease in receivables associated with our derivative financial instruments and a
reduction in leng-term VAT receivables, partially offset by an increase in the fair value of plan assets for pension pians in net asset positions
and net increases in the normal course of business. For additicnal information, see Notes to Consolidated Financial Statements—Note 11C.
Pension and Postretirement Benefit Plans and Defined Contribution Plans: Obligations and Funded Status.

For Trade accounts payable, the change reflects the timing of purchases and payments in the normal course of business, including the
impact of efforts to improve working capital efficiencies.

For Accrued compensation and related ftemns, the decrease reflects 2017 bonus payments made to employees and a reduction related to the
termination of a Hospira U.S. qualified defined benefit pension plan, partially offset by current year's accruats. For additionat information, see
Notes to Consclidated Financial Statements—~Note 11, Pension and Postretirement Benefit Plans and Defined Contribution Plans.

For Other current liabilifies, the change reflects a decrease in liabilities associated with:
consideration transferred for Medivation;
payments for restructuring activities and payments for fiablities related to the closeout of bococizumab clinical studies;
our derivative financial instruments; and
accrued interest due to lower interest rates and timing of payments,
partially offset by increases related to:
accrued rebates as a result of higher U.S. contracted saies;
a liability related to lbrance reimbursement agreements;

accrued clinical grants associated with our oncology programs, primarily clinical trial spend on Xtandi, talazoparib and our C.difficile
vaccine program; and
accruals for the current portion of obligations recorded in connection with the U.S. approval of Bosulif and the EU and U.S. approvals of
Besponsa.
For Pension benefit obligations, net the decrease primarily reflects the $1.0 billion voluntary pension contribution we made in January 2017
and an increase in actuai returns on plan assets, partially offset by the impact of a decrease in the discount rate used in the measurement of
plan obligations.

For Other noncurrent liabilities, the change reflects a decrease in liabiities associated with:

our derivative financial instruments;
restructuring and deferred compensation plans; and
the reversal of a contingent liability as a result of exiting our investment in Teuto (see Notes to Consolidated Financial Statements——~Note
2D. Acquisitions, Sale of Hospira infusion Systems Net Assefs, Research and Development and Collaborative Arrangements, Equity-
Method Investments and Cost-Method Investment. Equity Method investments),

partially offset by:
an increase of $355 million to recerd obligations in connection with the EU and U.S. approvals of Besponsa and $281 million to record
obligations in connection with the U.S. approval of Bosulif (see Notes to Consclidated Financial Statements—Note 7E. Financial
instruments: Other Noncurrent Liabilities);
an increase in deferred revenue from milestones from Merck for the ertuglifiozin collaboration agreement (see Notes to Consolidated
Financial Statements—~Note 2C. Acquisitions, Sale of Hospira Infusion Systems Net Assets, Research and Development and
Collaborative Arrangements, Equity-Method Investments and Cost-Method investment. Research and Development and Collaborative
Arrangement); and
other accruals in the normal course of business.

- For Treasury stock, the change reflects $5 billion paid to Citibank in February 2017 pursuant to the terms of an accelerated share repurchase
agreement. See Notes to Consolidated Financial Statements—~Nofe 12. Equity for additional information.

ANALYSIS OF THE CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31, % Change

(MILLICMS QF DOLLARS) 2017 2016 2015 17116 16/15
Cash provided by/{used in}

Operating activities $ 16,470 & 15,801 § 14 688 4 8

Investing activities 4,741) (7.811) (2,980) (39)

Financing activities (13,035) (8,921) (10.409) 46 (14)
Effect of exchange-rate changes on cash and cash equivalents 53 (215) (1.000) * (79)
Net increasef(decrease) in Cash and cash equivalents $ (1,254) § (1,046) $ 298 20 *

* indicates calcuiation not meaningful or result is equal to or greater than 100%.
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in the consolidated statements of cash flows, the line item, Other changes in assets and liabilities, net of acquisitions and divestitures, is
presented excluding the effects of changes in foreign currency exchange rates, as these changes do not reflect actual cash inflows or
outflows, and excluding any cther significant non-cash movements. Accordingly, the amounts shown will not necessarily agree with the
changes in the assets and liabilities that are presented in our consolidated balance sheets.

Operating Activities
2017 v. 2016

Qur net cash provided by operating activities was $16.5 biflion in 2017, compared to $15.9 billion in 2016. The increase in net cash provided
by operating activities reflects the timing of receipts from customers and payments to vendors in the ordinary course of business, partially
offset by an increase in benefit plan contributions. In 2017, the change in the line item Other adjustments, net primarily reflects, among other
items:

« adecrease in the provision for bad debt expense;

« anincrease in dividends from our investment in ViiV reclassified from operating to investing activities; and
« anincrease in gains from sales of avaitable-for-sale securities,

partially offset by:

« anon-cash net loss on early retirement of debt under an exchange offer.

in 2017 and 2016, the line item Other changes in assets and liabilities, net of acquisitions and divestitures, primarily reflects changes, in the
normal course of business, in trade accounts receivable, inventories, other current assets, other noncurrent assets, trade accounts payable,
accrued compensation and other current and noncurrent liabilities. For 20186, this line item also includes the adjustments necessary to reflect
the payments of certain tegal claims accrued in prior periods, including for Protonix-related matters. For additional information about accounts
receivable, see also the “Selected Measures of Liquidity and Capital Resources: Accounts Receivable” section ¢f this Financial Review.

For additicnal informaticn about changes in other assets and liabilities account balances, see also “Analysis of the Consolidated Balance
Sheets” in this Financial Review.

2016 v. 2015

Qur net cash provided by operating activities was $15.9 biffion in 2016, compared to $14.7 billion in 2015. The increase in net cash provided
by operating activities reflects the increase in our net income after adjustments for the non-cash changes, as well as the timing of receipts
from customers and payments te vendors in the ordinary course of business, partially coffset by an increase in bonus payments made to
employees.

in 2016, the change in the line item called Other adfustments, het, primarily reflects, among other items, an increase in the provision for bad
debt expense and a decrease in net realized gains on sale of available-for-sale securities, partially offset by the non-cash changes in the
equity losses related to Hisun Pfizer and Teuto. in addition, the adoption of a new accounting standard in 2016 required that cash paid by us
when directly withholding shares for tax withholding purposes is shown as a cash outflow from financing activities rather than operating
activities.

in 2016 and 2015, the line item Other changes in assets and liabilities, net of acquisitions and divestitures, primarily reflects changes, in the
normal course of business. in trade accounts receivable, inventories, other current assets, other noncurrent assets, trade accounts payable,
accrued compensation and other current and non-current liabiiities. For 2016 and 2015, this line item alse includes the adjustments necessary
to reflect the payments of certain legal claims accrued in prior periods, including for 2016, Protonix-related matters, and for 2015, Neurontin-
related matters, partially offset by the deferral of an upfront payment received from Lilly as part of a collaborative arrangement. For additional
information about accounts receivable, see alsec the “Selected Measures of Liquidity and Capital Resources: Accounts Receivable” section of
this Financial Review. For additional information about our legal accruals, see Notes to Consolidated Financial Statements—~Note 4. Other
(income)/Deductions—Net.

fnvesting Activities
2017 v 2016

Our net cash used in investing activities was $4.7 hillien in 2017, compared to net cash used in investing activities of $7.8 hillien in 2016. The
change in net cash used in investing activities was primarity attributable to:

+ adecrease in cash used for acquisitions—cash paid of $1.0 billion. net of cash acquired, primarily for the acquisition of AstraZeneca's
small molecule anti-infectives business in 2017 and substantially all of the remaining consideration for the Medivation acquisition,
compared to cash paid of $18.4 billion, net of cash acquired, primarily for the acquisitions of Medivation, Bamboo and Anacer in 2016 {see
Notes to Consclidated Financial Statements—~Note 2A. Acquisitions, Sale of Hospira Infusion Systems Net Assets, Research and
Development and Colfaborative Arrangements, Equity-Method Investments and Cost-Method Investment: Acquisitions), and

= anincrease in Other investing activifies, net, including dividends received from our investment in ViV,
partially offset by:
« lower net proceeds generated from the sale of investments of $14.7 billion in 2017 for cash needs.
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2016 v 2015
Our net cash used in investing activities was $7.8 billien in 2016, compared to net cash used in investing activities of $3.0 billicn in 2015. The
increase in net cash used in investing activities was primarily attributable to:

- net redempticns/proceeds from sale of investments of $12.5 billion in 2016, compared to net redemptions/proceeds of investments of
$14.6 billion in 2015; and

« cash paid of $18.4 billion, net of cash acquired. primarily for the acquisitions of Medivation, Bamboo and Anacer in 2016 compared to cash
paid of $16.5 billion, net of cash acquired, primarily for the acquisition of Hespira and the acquisition of Baxter's portfolio of marketed
vaccines in 2015 (see Notes to Consolidated Financial Statements—Note 2A. Acquisitions, Sale of Hospira Infusion Systems Net Assels,
Research and Development and Collaborative Arrangements, Equity-Method Investments and Cost-Method investment: Acquisitions).

Financing Activities

2017 v. 2016

Qur net cash used in financing activities was $13.0 billion in 2017, compared to $8.9 billion in 2016. The increase in net cash used in financing
activities was primarily attributabie to:

« the issuance of long-term debt of $5.3 billicn in 2017, compared to $11.0 billion in 2016 (see Notes te Consolidated Financial
Statements—Note 70. Financial instruments: Long-Term Debf), and

< $7.7 billion cash dividends paid in 2017, compared to $7.3 billien in the same period in 2016,

partially offset by:

- lower repaymeants on long-term debt of $1.5 billicn, compared to 2016; and

+  lower proceeds raised from net short-term borrowings in 2017 of $589 million, compared to 2016,

2016 v 2015

Our net cash used in financing activities was $8.9 billion in 2016, compared to net cash used in financing activities of $10.4 billion in 2015. The
decrease in net cash used in financing activities was primarily attributable to:

- theissuance of long-term debt of $11.0 billion on June 3, 2016 and November 21, 2016; and

+ purchases of common stock of $5.0 billion in 2016, compared to $6.2 billien in 2015,

partially offset by:

< net payments on short-term berrowings of $714 million in 2016, compared to net proceeds on short-term borrowings of $4.3 billicn in 2015;
+  higher repayments on leng-term debt of $7.7 billion in 2016, compared to $3.0 billion in 2015;

« higher cash dividends paid of $7.3 billicn in 2016, compared to $6.9 billion in 2015; and

+ lower proceeds from the exercise of stock options of $1.0 billion in 2016, compared to $1.3 billion in 2015.

ANALYSIS OF FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES

We rely largely on operating cash flows, short-term investments, short-term commercial paper borrowings and long-term debt to provide for our
liquidity requirements. We continue our efforts to improve cash inflows through working capital efficiencies. We target specific areas of focus
including accounts receivable, inventories, accounts payable, and other working capital, which allows us tc optimize our cperating cash flows.
Due to our significant operating cash flows as well as our financial assets, access to capital markets and available lines of credit and revolving
credit agreements, we believe that we have, and will maintain, the ability to meet our liquidity needs for the foreseeable future, which include:

+ the working capital requirements of our operations, including our R&D activities:
« investments in our business;

« dividend payments and potential increases in the dividend rate;

« share repurchases;

« the cash reguirements associated with our cost-reduction/productivity initiatives;

+ paying down outstanding debt;

- contributions to cur pension and postretirement plans; and

« business-development activities.

Cur long-term debt is rated high-quality by both S&P and Moody's. See the “Credit Ratings” section below. As market conditions change, we

centinue te moniter our liguidity position. We have taken and will continue to take a conservative approach to our financial investments. Beth
short-term and long-term investments consist primarily of high-quality, highly liguid, weil-diversified available-for-sale debt securities.
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Selected Measures of Liguidity and Capital Resources

The following table provides certain relevant measures of our liquidity and capital resources:

As of December 31,

(MILLICMS QF DOLLARS, EXCEPT RATIDS AND PER COMMGCH SHARE DATA} 2017 2016
Selected financial assets:
Cash and cash eguivalents™ $ 1,342 3 2,595
Short-term investments™ 18,650 15,255
Long-term investments'™ 7,015 7116
27,007 24,967
Debt:
Short-term borrowings, inciluding current portion of long-term debt 9,953 10,688
Long-term debt 33,538 31,398
43,491 42,085
Selected net financial liabilities™ $ (16,484) $ (17.118)
Working capital:“ $ 10,714 § 7,834
Ratic of current assets to current liabilities 1.35:1 1.25:1
Total Pfizer inc. shareholders’ equity per commen share'™ $ 11.93 § 9.81

"' See Notes ta Consolidated Financial Statements—~Nate 7. Financial Instruments for a description of certain assets held and for a description of credit risk related
to our financial instruments held.

P! The decrease in selected net financial liabilities was primarily driven by the increase in short-term investments, partially offset by the net increase in long-term
debt. We retain a strong financial liquidity position as a resuit of our net cash provided by operating activities, our high-quality financial asset portfoiio and access
to capital markets. Both Moody's and S&P rating agencies maintained our strong investment-grade corporate debt rating subsequent ta the acquisitions of
Medivation and Anacor. For additional information, see the “Credit Ratings” section of this Financial Review.

* The increase in working capital was primarily due to:

+ an increase in short-term investments primarily from the cash generated from operations;
+ a dacrease in short-term borrowings resulting from less long-term debt maturing in the next 12 months;
+ an increase in inventory refated to new or potential products; and
+ the net impact of foreign currency exchangs,
partially offset by:
+ the timing of accruals, cash receipts and payments in the ordinary course of business; and
+ the sale of HIS assets to ICU Medical.
= Represents total Pfizer Inc. sharsholders’ equity divided by the actual number of commen shares outstanding (which excludes treasury stock).

For additional information about the sources and uses of our funds, see the “Analysis of the Consolidated Balance Sheets” and “Analysis of the
Consclidated Statements of Cash Flows” sections of this Financial Review.

in December 2017, we exchanged approximately £833 million principal amount of senior unsecured notes due 2038 with an interest rate of
6.50% for £1.376 billion principal amount of senior unsecured notes due 2043 with an interest rate of 2.735% (see Notes to Consolidated
Financial Statements——~Note 7D. Financial Instruments. Long-Term Debf).

In March 2017, we completed a public offering of $1.065 billion principal amount of senior unsecured notes due 2047 with an interest rate of
4.20%, and on March 6, 2017, we compieted a public offering of €4.0 billion principat amount of senior unsecured notes with a weighted-
average effective interest rate of 0.23% (see Notes to Consclidated Financial Statements—Nofe 7D. Financial Instruments. Long-Term Debt).

In November 2016, we completed a public offering of $6.0 billion aggregate principal amount of senior unsecured notes with a weighted-
average effective interest rate of 3.10%.

In June 2018, we completed a public offering of $5.0 bilion aggregate principal amount of senior unsecured notes with a weighted-average
effective interest rate of 2.09%.

Domestic and International Short-Term Funds

Many of our operations are conducted cutside the U.S., and significant portions of our cash, cash equivaients and short-term investments are
held internationally. We have generally held up to $10 biliion of these short-term funds in U.S. tax jurisdictions. The amount of funds held in U.S.
tax jurisdictions can fluctuate due to the timing of receipts and payments in the ordinary course of business and due tc other reasons, such as
business-development activities. As part of our ohgeing liquidity assessments, we reguiarly monitor the mix of domestic and international cash
fiows (both inflows and outflows). Given the recent changes in tax law under the TCJA, which includes transiticning U.S. international taxation
from a woridwide tax system to a territorial tax system, we have recorded a repatriation tax on deemed repatriated accumulated post-1986
earnings of foreign subsidiaries for which we plan to elect payment over eight years through 2026. See the "Contractual Obligations” section
below for additional information. These changes will also allow us to more easily access our cash, cash equivalents, and short-term
investments globally. As a result of the enactment of the TCJA, we expect to repatriate the majority of our cash heid internationally in 2018.

Accounts Receivable

We continue to monitor developments regarding government and government agency receivables in several European markets where
economic conditions remain challenging and uncertain. Historically, payments from a number of these European governments and government
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agencies extend beyond the contractual terms of sale. Specifically, we received delayed payments for 2016 revenues from the Greek
government; virtually all Greece government receivables pertain to 2017 revenues. Also, the Greek government restructured its debt to other
third parties in the third quarter of 2016, We determined our allowance for doubtful accounts to reflect these events, and have $33 miillicn in net
receivables from the Greek government as of December 31, 2017. Reported revenues from all customers in Greece for the year ended
December 31, 2017 were $248 million.

We believe that our aliowance for doubtful accounts is appropriate. Qur assessment is based on an analysis of the following: (i) payments
received to date: (i) the consistency of payments from customers: (ili) direct and observed interactions with the governments (including court
petitions) and with market participants (for example, the factoring industry): and (iv) various third-party assessments of repayment risk (for
example, rating agency publications and the movement of rates for credit default swap instruments).

As of December 31, 2017, we had about $307 million aggregate gross accounts receivable from governments and/or government agencies in
Spain, ltaly, Portugal and Greece where economic conditions remain challenging and uncertain. Such receivables in excess of one year from
the invoice date, totaling $21 million, were as follows: $12 million in Portugal; $4 miillion in Italy; $4 million in Greece; and $1 million in Spain.

Although certain European governments and government agencies sometimes delay payments beyond the contractual terms of sale, we seek
to appropriately balance repayment risk with the desire to maintain geed relationships with our customers and to ensure a humanitarian
approach to focal patient needs.

We will continue to closely monitor repayment risk and, when necessary, we will continue to adjust cur allowance for doubtful accounts.

Cur assessments about the recoverability of accounts receivables can resuit from a compiex series of judgments about future events and
uncertainties and can rely heavily on estimates and assumptions. For information about the risks asscciated with estimates and assumptions,
see Notes to Consolidated Financial Statements—~Note 1C. Basis of Presentation and Significant Accounting Policies: Estimates and
Assumptions.

Credit Ratings

Two major corporate debt-rating organizations, Moody's and S&P, assign ratings to our short-term and long-term debt. A security rating is not a
recommendation to buy, self or hold securities and the rating is subject to revision or withdrawal at any time by the rating organization. Each
rating should be evaluated independently of any other rating.

The following tabte provides the current ratings assigned by these rating agencies to cur commercial paper and senior unsecured leng-term

debt
Pfizer Pfizer
Commercial Paper Long-Term Deht
NAME OF RATING AGENCY Rating Rating Date of Last Rating Change
Moody's™® P-1 Al October 2009
S&P* A1+ AA Qctober 2009

™ September 2016, Moody's updated its credit cutiook from negative outiook to stable.
Pl in Aprit 2016, S&P updated its credit outiook from negative watch to stable.

Debt Capacity

We have available lines of credit and revolving credit agreements with a group of banks and cther financial intermediaries. We maintain cash
and cash equivaient balances and short-term investments in excess of our commercial paper and other short-term borrowings. As of
December 31, 2017, we had access to $7.8 billion of lines of credit, of which $712 million expire within one year. Of these iines of credit, $7.7
hillion were unused, of which our lenders have committed to foan us $7.1 hillion at our request. Also, as of December 31, 2017, we had
approximately $7.0 billicn of unused revolving credit facility expiring in 2022, which may be used to suppert our commercial paper borrowings.

Global Economic Conditions—General

The gichal economic environment has not had, nor do we anticipate it will have, a material impact on our liquidity or capital resources. Due to
our significant operating cash flows, financial assets, access tc capital markets and available lines of credit and revolving credit agreements, we
centinue to believe that we have, and will maintain, the ability to meet our liquidity needs for the foreseeable future. We monitor our liquidity
position continuously in the face of evolving economic conditions.

Global Economic Conditions—U. K.

in June 2016, the U K. electorate voted in a referendum to leave the EU. which is commonly referred to as “Brexit". In March 2017, the U.K.
government formally notified the European Council of its intention to leave the EU after it triggered Article 50 of the Lisbon Treaty to begin the
two-year negotiation precess establishing the terms of the exit and outlining the future reiationship between the U.K. and the EU. Formal
negotiations officially started in June 2017. This process continues to be highly complex and the end result of these negotiations may pose
certain implicaticns to our research, commercial and general business operations in the U.K. and the EU, inciuding the approval and supply of
our products.

We generated approximately 2% of our worldwide revenues from the U.K. in 2017. However, except for the foreign currency exchange impact
from the weakening UK. pound relative to the U.S. dollar to date, there are no cther immediate-term impacts to our business as there has not
vet been a formal change in the relationship between the U.K. and the EU. In addition, because of the significant uncertainties associated with
the negetiation process, any potential long-term impacts are not currently determinable.

58 2017 Financiat Report

02.08.2019 ki 08:59 Brgnngysundregistrene Side 81 av 171



= Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 986210229

Financial Review
Pfizer Inc. and Subsidiary Companies

Global Economic Conditions—Venezuela Operations

Cur Venezuela operations continue to operate with the U.5. dollar as the functional currency due to the hyperinflationary status of the
Venezuelan economy.

in the second quarter of 2015, the Venezuelan government identified three official rates of exchange. These were the CENCOEX rate of 6.3;
the SICAD rate of 13.5 (as of February 2018); and the SIMAD! rate of 29,000 (as of February 2018). Effective in March 2016, the CENCOEX
rate was replaced by the DIPRO rate of 10 (as of February 2018}); the SICAD rate ceased to be offered; and the SIMADI rate was planned to be
replaced by the DICOM rate. Effective January 26, 2018, the DIPRO rate ceased to be offered. The Venezuelan government continued to
publish the SIMADI rate, which was commonly referred to as the DICOM rate, and then began to publish the DICOM rate beginning in August
2017. That SIMADI, now DICOM, rate has grown from 206 in March 2016 to about 29,000 (as of February 2018). Based on conditions in
Venezuela, we resolved that our Venezuelan bolivar-denominated net monetary assets that are subject to revaluation are no longer expected to
be substantially settied at the VVenezuelan government CENCOEX official rate of 6.3 or the DIPRO official rate of 10. but at a rate of 500 at the
end of the second quarter and third quarter of 2016, and 670 at the end of the fourth quarter of 2016, and at the end of the first and second
quarters of 2017, and 2,640 at the end of the third quarter of 2017 and 3,345 at the end of the fourth quarter of 2017.

in 2015, conditions in Venezuela had us resolve that our Venezuelan bolivar-denominated net monetary assets that are subject to revaluation
were no longer expected to be settled at the Venezuelan government CENCOEX official rate of 6.3, but at the then SIMADI rate of 200, the
lowest official rate. Those conditions included the inability to obtain significant conversions of Venezueian bolivars related to intercompany U.S.
dollar-denominated accounts, an evaluation of the effects of the implementation of a fourth-quarter 2015 operational restructuring, resulting in a
restructuring charge of $39 million related to a 36% reduction in our labor force in Venezuela, and our expectaticn of the changes in
Venezuela's responses to changes in its aconomy. The effect of that change in expectation was a foreign currency loss of $806 million recorded
in the fourth quarter of 2015 included in Other (income)/deductions—net. See Notes to Consolidated Financial Statements—Nofe 4. Other
(Income)/Deductions—Net. In addition, in the fourth guarter of 2015, we had an inventory impairment loss of $72 million included in Cost of
sales.

We cannot predict whether there will be further devaluations of the Venezuelan currency or whether our use of the DICOM rate will continue to
be supported by evolving facts and circumstances. Further, cther potential actions by the Venezuelan government in response to economic
uncertainties could impact the recoverability of our investment in Vienezuela, which could result in an impairment charge and, under extreme
circumstances, couid impact our ability to continue to operate in the country in the same manner as we have historically.

On July 11, 2016, the Venezuelan government administration announced a new program under a State of Emergency decree that is intended to
controf the use of raw materials, production and distribution of products, specifically for medicines and foods. It is uncertain how this program
will be applied to Pfizer in Venezuela, We continue to operate under adverse conditions in Venezuela and have $12 million of net monetary
assets and $39 mitlion of non-monetary assets, excluding inventory carried at lower of cost or net realizabie value, in Venezuela at November
30, 2017, our international year-end.

Contractual Cbligations

Payments due under contractual obligations as of December 31, 2017, mature as follows:

Years

(MILLICMS OF DOLLARS) Tetal 2018 2019-2020 2021-2022 Thereafter
Long-term debt. including current portion™ 3 37084 § 3546 3 6,388 $ 4732 % 22418
Interest payments on long-term debt obligations™ 19,269 1,231 2,352 2,089 13,587
Other long-term labilities™ 3,058 448 691 602 1,317
Operating leases 1,680 209 321 259 891
Purchase cbligations and other'™ 4524 1,100 1,139 1,091 1,194
Other taxes payable—deemed repatriated accumulated

post-1986 earnings of foreign subsidiaries'™ 15,200 — 2.432 2.432 10,336
Uncertain tax positions® 2 2 — — —

a Long-term debt consists of senior unsecured notes (including fixed and floating rate, foreign currency denominated, and other notes), carried at historical

proceeds, as adjusted, and capital lease obligations (see Notes to Consolidated Financial Statements—~Note 7. Financial instrumerts). Commitments under
capital lsases are not significant.

Qur calculations of expected interest payments incorpeorate only current period assumptions for interest rates. foreign currency translation rates and hedging
strategies (see Notes to Consoclidated Financial Statements—Nofe 7. Financial Instruments), and assume that interest is accrued through the maturity date or
expiration of the related instrument.

“ includes expacted payments relating to our unfunded U.S. supplemental (non-qualified) pension plans, postretirement plans and deferred compensation plans.
Excludes amounts relating to our U.S. qualified pension plans and international pension plans, all of which have a substantial amount of plan assets, because the
required funding obligations are not expected to be material and/or because such liabilities do not necessarily reflect future cash payments, as the impact of
changes in economic conditions on the fair value of the pension plan assets and/or fiabilities can be significant. We made a $500 million voluntary contribution to
our U.S. pension pian in February 2018. Also, excludes $5.4 billion of liabilities related to legal matters, employes terminations and the fair value of derivative
financial instruments and other, most of which de not represent contractual obligations. See also our liquidity discussion above in this “Analysis of Financial
Condition, Liquidity and Capital Resources” section, as weli as the Notes to Consolidated Financial Statements—Nofe 3. Restructuring Charges and Other Costs
Associated with Acquisitions and Cost-Reduction/Productivity Initiatives, Note 7A. Financial Instruments: Fair Value Measurements, Note 11E. Pension and
Postretirement Benefit Plans and Defined Contribution Plans: Cash Flows, and Note 17, Commitments and Contingencies.

includes agreements to purchase goods and services that are enforceable and legally binding and includes amounts relating to advertising, information
technology services, employse benefit administration services, and potential milestone payments desmed reasonably fikely to occur. Also includes obligations to
make guaranteed fixed annual payments over a 9-year period in connection with the U.S. and EU approvals for Besponsa (3443 millien) and an obligation to
make guaranteed fixed annual payments over a 10-year period for Bosuiif ($416 million), both associated with research and development arrangements. For
additional information, see Notes to Consolidated Financial Statements—Note 7E. Financial Instruments: Other Noncurrent Liabifities. Also includes

o
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consideration of $300 million ($125 million in our first fiscal quarter of 2018 and $175 million in January 201 9) related to aur purchase of AstraZensca's smalt
molecule anti-infective business. For additional information, see Notes to Consolidated Financial Statements—Note 24. Acquisitions. Sale of Hospira Infusion
Systerns Nef Assefs, Research and Developmerit and Collaborative Arrangements, Equity-Methoed [nvestments and Cost-Method fimvestment. Aequisitions.
= Represents a $15.2 billion tax liability related to the TCJA repatriation tax for which we plan to elect payment over sight years through 2026 (with the first
installment due in April 2018). Our obligations may vary as a result of changes in our uncertain tax positions andfor availability of attributes such as foreign tax
and cther credit carryforwards. For additional information, see Notes to Consolidated Financial Statements—Note 5A. Tax Matters: Taxes on Income from
Continuing Operations.
Includes only income tax amounts currently payable. Ve are unabls to predict the timing of tax settlements related to our nencurrent obligations for uncertain tax
positions as tax audits can involve complex issues and the resolution ofthose issues may span multiple years, particularly if subject to negotiation or Etigation.

if

The above table includes amounts for potential milestone payments under collaboration, licensing or other arrangements, if the payments are
deemed reascnably likely to occur. Payments under these agreements generally become due and payable only upon the achievement of
certain development, regulatory and/or commercialization milestones, which may span several years and which may never occur.

In 2018, we expect to spend approximately $2.3 billicn on property, plant and equipment. We rely largely on cperating cash flows to fund our
capital investment needs. Due to our significant operating cash flows, we believe we have the ability to meet our capital investment needs and
anticipate no delays to planned capital expenditures.

Off-Balance Sheet Arrangements

in the ordinary course of business and in connection with the sale of assets and businesses and cther transactions, we often indemnify our
counterparties against certain liabilities that may arise in connection with a transaction or that are related to events and activities prior to or
following a transaction. If the indemnified party were to make a successful claim pursuant to the terms of the indemnification, we may be
required to reimburse the loss. These indemnification obligations generally are subject to various restrictions and limitations. Historically, we
have not paid significant amounts under these provisions and, as of December 31, 2017, the estimated fair value of our indemnification
cbligations was not significant.

Certain of our co-prometion or license agreements give our licensors or partners the rights to negotiate for, or in some cases to obtain under
certain financial conditions, co-promation or other rights in specified countries with respect to certain of our products.

Share-Purchase Plans and Accelerated Share Repurchase Agreements

Our October 2014 $11 billion share-purchase plan was exhausted in the first quarter of 2017. In December 2015, the Beard of Directors
authorized an $11 hillion share repurchase program, and share repurchases commenced thereunder in the first quarter of 2017.

Cn February 9, 2015 and March 8, 2016, we entered into accelerated share repurchase agreements with GS&Co. to repurchase, in each case,
$5 billion of our common stock.

On February 2, 2017, we entered into an accelerated share repurchase agreement with Citibank to repurchase $3 billion of our common stock.

In December 2017, the Board of Directors authorized a new $10 billion share repurchase program to be utilized over time. This new program is
in addition to the $6.4 billion remaining under the company's December 2015 authorization as of December 31, 2017.

For additional information, see Notes to Consolidated Financial Statements—Note 12. Equity.

The following table provides the number of shares of our common stock purchased and the cost of purchases under our publicly announced
share-purchase plans, including our accelerated share repurchase agreements:

(SHARES i MiLLIONS. DOLLARS [N BI_LIONS) 2017° 2016" 2015
Shares of commeon stock purchased 150 154 182
Cost of purchase $ 50 § 50 § 8.2

"% Represents shares purchased pursuant to an accelerated share repurchase agreement with Citibank entered into on February 2, 2017. For additional

information, see Notes to Consolidated Financial Statements—~Note 12. Equity.

Represents shares purchased pursuant to an accelerated share repurchase agreement entered into on March 8, 2016. For additional information, see Notes to

Consolidated Financial Statements—~Note 72 Equity.

' Includes approximately 151 million shares purchased for $5.2 billion pursuant to the accelerated share repurchase agreement entered into on February 9, 2015
(see Notes to Consclidated Financial Statements—~Note 12, Equity for additional information). as well as other share repurchases through year-end 2015,

(5]

At December 31, 2017, our remaining share-purchase authorization was approximately $16.4 billion.

Dividends on Common Stock

We paid dividends on our commen stock of $7.7 billion in 2017, $7.3 billion in 2016 and $6.9 billion in 2¢15. in December 2017, our Board of
Directors declared a first-quarter 2018 dividend of $0.34 per share, payable on March 1, 2018, to shareholders of record at the close of
business on February 2, 2018. The first-quarter 2018 cash dividend will be our 317" consecutive quarterty dividend.

Cur current and projected dividends provide a return to shareholders while maintaining sufficient capital to invest in growing our businesses and
to seek to increase shareholder value. Our dividends are not restricted by debt covenants. VWhile the dividend level remains a decision of
Pfizer's Board of Directors and will continue to be evaluated in the context of future business performance, we currently believe that we can
support future annual dividend increases. barring significant unforeseen events.
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NEW ACCOUNTING STANDARDS
Recently Adopted Accounting Standards

See Notes to Consolidated Financial Statements—~Note 1B. Basis of Presentation and Significant Accounting Policies: Adoption of New

Accounting Standards.

Recently Issued Accounting Standards, Not Adopted as of December 31, 2017 (Effective January 1, 2018)

The following table provides a brief description of recently issued accounting standards, not yet adopted:

Standard/Description

Effective Date

Effect on the Financial Statements or Other
Significant Matters

In May 2014, the FASB issued amended guidance
refated to revenue from contracts with
customers. The new guidance introduces a new
principles-based framework for revenue recognition
and disciosure. Since its issuance the FASB has
issued seven ASUs, amending the guidance and
effective date, and the SEC has rescinded certain
refated SEC guidance.

January 1, 2018

We have substantially completed our review of the
impact of this guidance across our various business
arrangements and revenue-related activities, and do not
expect the adoption of this standard to have a material
impact on our reported Revenues in our consolidated
financial statements, revenue recognition processes, or
our internat controts. We are reviewing our disclosures
for revenue recognition and do not anticipate significant
changes will be needed to conform with the disclosure
requirements of the new guidance.

The interpretation and applicability of the new revenue
recognition standard to collaboration arrangements in
certain industries is still being assessed. We expect that
milestone payments received in our collaboration
agreements. which are recorded in Gther (income)/
deductions—net, and currently amortized over the life of
the agreement, will, for many arrangements, be
amortized over the remaining development period or
sooner, if there is a distinct and separable licensing
component. We are required to apply the new rutes to
existing contracts as if the new principles had always
existed, and therefore, upon adoption, we expect to
record a cumulative effect adjustment to Refained
earnings as of the adoption date in the range of $600
millicn to $700 million to accelerate what would have
been future income under the current rules into prior
periods. The financial statement impact on pre-tax
income is expected to be less than $100 million in any
future annual period.

We continue te monitor additional changes,
modifications, clarifications or interpretations undertaken
by the FASB, which may impact our current conciusions.

In January 2016, the FASB issued an update to its
guidance on recognition and measurement of
financial assets and liabilities.

Among other things, the new guidance makes the
following targeted changes to existing guidance:

1. Requires certain equity mvestments to be
measured at fair value with changes in fair value
recognized in net income. However, an entity may
choose to measure equity investments that do not
have readily determinable fair values at cost
minus impairment, if any. plus or minus changes
resulting from observable price changes in orderly
transactions for the identical or similar investment
of the same issuer.

. Requires a qualitative assessment of equity
investments without readily determinabile fair
values to identify impalrment.

. Requires separate presentation of financial
assets and financial liabilities by measurement
category and form of financial asset on the
balance sheet or in the accompanying notes to
the financial statements.

N

w

January 1, 2018.

We have completed our review of the impact of this new
guidance on our consolidated financial statements. As of
December 31, 2017, we have §1.2 billion in available-
for-sale equity securities and approximately $222 miliion
of restricted stock and private equity securities that will
be subject to the new rutes. Further, for the year ended
December 31, 2017, we recognized $586 million of
previously unrealized holding gains and $124 million of
previously unrealized losses on available-for-sale equity
securities in Other comprehensive income, which would
have been recorded to Other (income)/ deductions—net
under the new rules. The net unrealized gain on equity
investments subject to the new rules of $462 million as
of December 31, 2017 will be recorded as a cumulative
effect adjustment to Retained earnings upon adoption
on January 1, 2018, We expect the adoption of this new
accounting standard may increase the volatility of our
income in future periods due to changes in the fair value
of equity investments. We do not expect that the
proposed amendment will have any substantive impact
to our assessment discussed above.
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Standard/Description Effective Date

Effect on the Financial Statements or Other
Significant Matters

In August 2016, the FASB issued new guidance on
the classification of certain transactions inthe
Statement of Cash Flows.

January 1, 2018. Earlier
application is permitted.

We have completed our review of the impact of this new
guidance on our consolidated financial statements.
Retrospective application is required. Upon adoption,
we expect to reclassify approximately $378 millicn and
$362 million of cash cutflows related to debt redemption
in 2017 and 2016, respectively, from operating activities
to financing activities. We also expect to reclassify
approximately $21 million and $28 million of cash
inflows from trust-owned life insurance contracts in 2017
and 2016, respectively, from operating activities to
investing activities. Cash cutflows from trust-owned life
insurance contracts represent benefit payments and are
classified as operating activities. Lastly. we expect to
reciassify cash cutfiows attributable to the accreted
interest related to commercial paper of $63 million and
$33 miliion in 2017 and 2016, respectively, from
financing activities to operating activities. In addition,
although there is no impact on the presented histerical
comparative financial statements, the new guidance
may impact the classification of certain cash flows
related to contingent consideration in a business
acquisition, depending on the ultimate settlement
amount of the reported contingency liability.

In October 2016, the FASB issued new guidance on
the presentation of restricted cash in the
Statement of Cash Flows.

January 1, 2018. Earlier
application is permitted.

We have completed our review of the impact of this new
guidance on our consolidated financial statements.
Retrospective application is required. Our restricted
cash balances as of December 31, 2016 were
approximately $46.4 million of short-term restricted cash
and $47.6 million of long-term restricted cash. Cur
restricted cash balances as of December 31, 2017 were
approximately $36.8 million of short-term restricted cash
and $75.3 million of long-term restricted cash.

In October 2016, the FASB issued an update to its
guidance on income tax accounting. The new
guidance replaces the prohibition against
recognizing current and deferred income taxes for
an intra-entity asset transfer until the asset has been
sold to an outside party with a reguirement to do so,
unless the asset transferred is inventory.

January 1, 2018.

We have substantially completed our review but are
currently assessing the potential implications of the
recently enacted TCJA. Our analysis of the standard
indicates that our estimate of the impact to our
consdlidated financiat statements, using current
assumptions, is not material. However, while we
currently do not have any specific plans, we cannct
predict intercompany asset transfers other than
inventory that may occur in the future, as they are
dependent on economic and operational factors that
may change over time.

For exampte, an acquisition might cause us to realign
legal entities and to transfer assets between entities as
we integrate an acquired company into Pfizer. We
anticipate that after adoption, our effective tax rate could
be impacted by the immediate recognition of the tax
consequences of intercompany asset transfers other
than inventory. The impact of adoption is expected to be
approximately $200 million and will be recorded as a
cumulative effect adjustment to reduce Retained
earnings.

In January 2017, the FASB issued new guidance to
clarify the definition of a business. The new
guidance provides a new framework for determining
whether business development transactions should
be accounted for as acquisitions {cor disposals) of
assets or businesses. If the fair vaiue of the gross
assets acqguired is concentrated in a single
identifiable asset, the transaction will not qualify for
treatment as a business. The new guidance also
requires that to be considered a business, a set of
integrated activities and assets must include, at a
minimum, an input and a substantive process that
together significantly contribute to the abiity to
create outputs, without regard as to whether a
market participant could replace missing elements.
In addition, the new guidance narrows the definition
of the term “output” tc make it consistent with how
outputs are described in the updated revenue
recognition guidance.

January 1, 2018. Earlier
application is permitted.

We have completed our review of the impact of this new
guidance on our consolidated financial statements. The
new accounting standard is applicable on a prospective
basis upon adoption and therefore has no impact on
completed transactions. We expect that subsequent to
our adoption date of January 1, 2018, fewer
transactions will be accounted for as business
acquisitions {decreasing the amount of goodwill incurred
and potentially increasing iPR&D expense) or disposals
of a business. We will continue to monitor for changes in
our business, and business combination or cther
transactions which might clese after adoption and be
impacted by this new standard.
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Standard/Description

Effective Date

Effect on the Financial Statements or Other
Significant Matters

In February 2017, the FASB issued amended
guidance related to the derecognition of
nonfinancial assets.

January 1, 2018. Earlier
application is permitted.

We have completed our review of the impact of this new
guidance on our consolidated financial statements. The
new guidance applies to the full or partial sale or
transfer of nonfinancial assets, including intangible
assets, real estate and inventory, under which the gain
or loss is the difference between the consideration
received and the carrying value of the asset. The new
guidance does not impact out-licensing arrangements.
We are not expecting a material impact on existing
transactions. VWe will continue to monitor for changes in
our business and transactions which might be impacted
by this new standard.

In March 2017, the FASB issued guidance on the

presentation of net periodic pension and

postretirement benefit cost. Under the new rules,

entities that sponsor defined benefit plans will

present net benefit cost as follows:

1. Service cost will be included in the same income
statement line items where other employee
compensation costs are reported.

. The other components of net benefit cost will be
presented outside of income from operations, if
such a subtotal is presented.

. Only the service cost component will be
capitalized, when appiicable (for example, as a
cost of inventory, internal-use software, or a self-
constructed fixed asset).

If a separate line item is used to present the other

components of net benefit cost, it shouid have an

appropriate description. If a separate line item or
items is neot used, the line item or items in the
income statement where the other components of
net benefit cost are included must be disclosed.

N

w

January 1, 2018.

We have completed our review of the impact of this new
guidance on our consolidated financial statements.
Upon adoption, the net benefit costs other than service
costs will be reclassified to Other (income)/deductions—
net from their current classification within Cost of sales,
Selfing, informational and administrative expenses, and
Research and development expenses. Retrospective
application is required. Beginning in 2018, we wilt
capitalize only the service cost compeonent of the net
benefit costs on a prospective basis. Net benefit cost/
(income) other than service costs was $114 million for
the year ended December 31, 2017 and $154 million for
the year ended December 31, 2016 (see Notes to
Consolidated Financial Statements—Note 11. Pension
and Postretirement Benefit Plans and Defined
Contribution Plans for further details}.

In May 2017, the FASB issued new guidance on the
accounting for modifications of share-based
payment awards. The new guidance clarifies that
changes in the terms or conditicns of a share-based
payment award be accounted for as a modification
uniess al the following conditions are met:

1. The fair value of the medified award is the same
as the fair value of the original award immediately
before the original award is modified.

. The vesting conditions of the modified award are
the same as the vesting conditions of the original
award immediately before the original award is
modified.

. The medification does not change the
classification of the award as an souity instrument
or a liabiity instrument.

[ e}

w

January 1, 2018. Early
application is permitted,
including in interim
periods.

We have completed our review of the impact of this new
guidance on our consolidated financial statements. The
new accounting standard is applicable on a prospective
basis upon adoption and therefore has no impact on
completed transactions. The impact of adopting this
guidance will be dependent upon whether we make any
future modifications of share-based payment awards,
and we have no plans to modify share-based payment
awards at this time.
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Recently Issued Accounting Standards, Not Adopted as of December 31, 2017 (Effective January 1, 2019 and
2020

January 1

The following tabte provides a brief description of recently issued accounting standards, not yet adopted:

Standard/Description

Effective Date

Effect on the Financial Statements or Other
Significant Matters

In February 2016, the FASB issued an update toits
guidance on leases. The new ASU provides
guidance for both iessee and lessor accounting
models. Among other things, the new quidance
requires that a right of use asset and a lease liability
be recognized for ieases with a duration of greater
than one year.

January 1, 2019. Earlier
application is permitted.

We have made substantial progress in completing our
review of the impact of this new guidance. We anticipate
recognition of at least $2 billion of additional assets and
corresponding liabilities on our balance sheet. We are
currently assessing the potential impact of embedded
leases on our consolidated financiai statements, given
our manufacturing outsourcing, service arrangements
and other agreements. In connection with this guidance
we will need to design new global processes and
technological solutions to provide the appropriate
financial accounting and disclosure data. Ve continue to
monitor changes, modifications, clarifications or
interpretations undertaken by the FASB, which may
impact our conclusions.

In March 2017, the FASB issued new guidance that
shortens the amortization period for certain
callable debt securities held at a premium. The
new guidance requires the premium to be amortized
tothe earliest cali date.

January 1, 2019. Early
application is permitted,
including in interim
perieds, so long as any
adiustments are reflected
as of the beginning of the
fiscal year that inciudes
the interim period in
which the guidance is
applied.

We are assessing the impact of the provisions of this
new guidance on our consolidated financial statements.

In July 2017, the FASB issued new guidance on
accounting for certain financiat instruments with
characteristics of liabilities and equity, and
accounting for certain financial instruments with
down round features (a feature in a financial
instrument that reduces the strike price of an issued
financial instrument if the issuer sells shares of its
stock for an amount less than the currently stated
strike price of the issued financial instrument or
issues an equity-linked financial instrument with a
strike price below the currently stated strike price of
the issued financial instrument).

January 1, 2019. Earlier
application is permitted.

We are assessing the impact of the provisions of this
new guidance on our conscolidated financial statements.

In August 2017, the FASB issued new guidance
making targeted improvements to accounting for
hedging activities. The ohjective of this
amendment is to improve financial reporting of
hedging relationships to better portray the economic
results of an entity's risk management activities in its
financial statements. and also to simplify the
application of hedge accounting guidance.

January 1, 2019. Early
adoption is permitted,
including in interim
periods.

We are pianning to early adopt this standard in the first
quarter of calendar year 2018. We do not expect the
adoption to have a material impact on our financial
statements.

In February 2018, the FASB issued an update toits
guidance on the reclassification of certain tax
effects from accumulated other comprehensive
income. The new guidance provides an option for
us to elect to reclassify the stranded tax amounts
related to the TCJA. Hreclassified, the
reclassification from AOCI to retained earnings for
stranded tax effects would include:
1. the effect of the change in the U.S. federal
corporate tax rate; and
2. other stranded tax amounts related to the
;flpplication cf the TCJA that we elect to reclassify,
if any.
The reclassification . if elected, may be applied either
retrospectively or at the beginning of the annual or
interim period in which the amendments are
adopted.

January 1, 2019. Earlier
application is permitted.

We are evaluating the election and assessing the impact
of the provisions ¢f this new guidance on our
consciidated financiat statements.
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Standard/Description

Effective Date

Effect on the Financial Statements or Other
Significant Matters

In June 2016, the FASB issued new guidance on
accounting for credit losses of financial
instruments. The new guidance replaces the
probable initial recognition threshold for incurred
loss estimates in current GAAFP with a methodology
that reflects expected credit loss estimates.

January 1, 2020. Earlier
application is permitted
as of fiscal years
beginning after
December 15, 2018,
including interim periods
within that fiscal year.

We are assessing the impact of the provisions of this
new guidance on our consolidated financial statements.
Previously, when credit losses were measured under
GAAP, an entity generally only considered past events
and current conditions in measuring the incurred loss.
The new guidance reauires us to identify. analyze,
document and support new methodologies for
quantifying expected credit loss estimates for our
financial instruments, using information such as
historical experience and current economic
environmental conditions, plus the use of reascnable
supportable forecast information.

In January 2017, the FASB issued new guidance for
goodwill impairment testing. The new guidance
eliminates the requirement to perform a hypothetical
purchase price allocation tc measure goodwill
impairment. Under the new guidance the goodwill
impairment test is performed by comparing the fair
value of a reporting unit with its carrying amount,
and recognizing an impairment charge for the
amount by which the carrying amount of the
reporting unit exceeds its fair value, although it
cannot exceed the total amount of goodwill allocated
to that reporting unit.

January 1, 2020. Earlier
application is permitted.

We have not yet completed our review of the impact of
this new guidance on our consolidated financial
statements. However, we do not expect this new
guidance to have a material impact on our consciidated
financial statements.
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FORWARD-LOOKING INFORMATION AND FACTORS THAT MAY AFFECT FUTURE RESULTS

This report and other written or oral statements that we make from time to time contain forward-looking statements. Such forward-locking
statements involve substantial risks and uncertainties. We have tried, wherever possibie, to identify such statements by using words such as
“will,” "may,” “could,” “likely,” "ongeing,” “anticipate.” “estimate,” “expect,” “project,” “intend,” “ptan,” *believe,” “assume,” “target,” “forecast.”
“guidance,” “goal,” “chjective.” “aim” and other words and terms of similar meaning or by using future dates in connection with any discussion
of, ameng other things, our anticipated operating and financial performance, business plans and prospects, in-line products and product
candidates. including anticipated regulatory submissions, data read-outs, approvals. performance, timing of exclusivity and potential benefits
of Pfizer's products and preduct candidates, strategic reviews, capital allccation, business-development plans, manufacturing and product
supply and plans relating to share repurchases and dividends. In particular, these include statements refating to future actions, business plans
and prospects, our acquisitions and cther business development activities, the disposition of the HIS net assets, prospective products or
product approvals, future performance or results of current and anticipated products, sales efforts, expenses, interest rates, foreign exchange
rates, the outcome of contingencies, such as legal proceedings, plans relating to share repurchases and dividends, government regutation and
financial results, including, in particular, the expected impact of the recent hurricanes in Puerto Rico set forth in the “*Overview of Our
Performance, Operating Environment, Strategy and Outlook—Our Business—Impact of Recent Hurricanes in Puerto Rice” section of this
Financial Review, the anticipated progress in remediation efforts at certain of our Hospira manufacturing facilities set forth in the “Overview of
Cur Performance, Operating Environment, Strategy and Outiock—OQur Business—Product Manufacturing” section of this Financial Review,
the anticipated timeframe for any decision regarding strategic alternatives for Pfizer Consumer Healthcare set forth in the "Overview of Our
Performance, Operating Environment, Strategy and Outlook—Our Strategy—Our Business Development Initiatives” section of this Financial
Review, our anticipated liquidity position set forth in the *Overview of Cur Performance, Operating Environment, Strategy and Qutiook—The
Global Economic Environment” and the “Analysis of Financiat Condition, Liquidity and Capital Resources” sections of this Financial Review,
the financial impact of the recently passed TCJA set forth in the “Overview of Our Perfermance, Operating Environment, Strategy and
Cutlook—The Global Economic Environment,” “Significant Accounting Policies and Application of Critical Accounting Estimates and
Assumptions—Income Tax Assets and Liabilities,” “Provision/(Benefit) for Taxes on Income—Changes in Tax Laws” and "Analysis of Financial
Condition, Liguidity and Capital Resources—Selected Measures of Liquidity and Capital Resources—Contractual Obligations” sections of this
Financial Review and in Notes to Consolidated Financial Statements—~Note 1. Basis of Presentation and Significant Accounting Policies and
—Note 5. Tax Matters, plans relating to increasing investment in the U.S, following the expected positive net impact of the TCJA set forth in
the “Overview of Qur Performance, Operating Environment, Strategy and Outlook—Our Strategy—~Capital Allocation and Expense
Management"” section of this Financial Review, the financial guidance set forth in the “Cur Financial Guidance for 2018 section of this
Financial Review, the anticipated costs and cost savings. including from our acquisition of Hospira and our cost-reduction/productivity
initiatives set forth in the “Costs and Expenses—Restructuring Charges and Other Costs Associated with Acquisiticns and Cost-Reduction/
Productivity Initiatives” section of this Financial Review and in Notes to Consolidated Financial Statements—Note 3. Restructuring Charges
and Other Costs Assocfated with Acquisitions and Cost-Reduction/Productivity initiatives, the expected plan for repatriating the majerity of our
cash held internaticnally in 2018 set forth in the "Analysis of Financial Condition, Liquidity and Capital Resources—Setected Measures of
Liguidity and Capital Resources—Domestic and International Short-Term Funds” section of this Financial Review, the benefits expected from
our business devetopment transactions, the planned capitai spending set forth in the “Analysis of Financial Condition, Liguidity and Capital
Resources——Selected Measures of Liquidity and Capital Resources——Contractual Obligations” section of this Financial Review and the
contributions that we expect to make from our general assets to the Company's pension and postretirement plans during 2018 set forth in the
“Analysis of Financial Condition. Liquidity and Capital Resources—Selected Measures of Liguidity and Capital Resources—Contractual
Cbligations” section of this Financial Review and in Notes to Consolidated Financial Statements—Note 11. Pension and Postretirement
Benefit Plans and Defined Contribution FPlans. Among the factors that could cause actual results to differ materially from past resuits and future
plans and projected future results are the following:

« the outcome of research and development activities including, without limitation, the ability to meet anticipated pre-clinical and
clinical trial commencement and completion dates, regulatory submission and approval dates, and launch dates for preduct
candidates, as well as the possibility of unfavorable pre-clinical and clinical trial results, including unfaveorable new clinical data and
additional analyses of existing clinical data;

decisions by regulatory authorities regarding whether and when to approve our drug applications, which will depend on the
assessment by such regulatory authorities of the benefit-risk profile suggested by the totality of the efficacy and safety information
submitted; decisions by regulatory autherities regarding labeling, ingredients and cther matters that could affect the availabiity or
commercial potential of our products; and uncertainties regarding our ability to address the comments received by us from
regulatory autherities such as the FDA and the EMA with respect to certain of our drug applications to the satisfaction of these
autherities;

« the speed with which regulatory authorizations, pricing approvals and product launches may be achieved,
+ the outcome of post-approvai clinical trials. which could result in the loss of marketing approval for a product or changes in the

labeling for, and/or increased or new concerns about the safety or efficacy of, a product that could affect its availability or
commercial potential;

« risks associated with preliminary, early stage or interim data, including the risk that final results of studies for which pretiminary.
early stage or interim data have been provided and/or additional clinical trials may be different from (including less favorable than)
the preliminary, early stage or interim data results and may not suppaort further clinical development of the applicable product
candidate or indication;

« the success of external business-development activities, including the ability to satisfy the conditions to closing of announced transactions in
the anticipated time frame or at all or to realize the anticipated benefits of such transactions;

- competitive developments, including the impact on our competitive position of new product entrants, in-line branded products, generic
products, private label products, biosimilars and product candidates that treat diseases and conditions similar to those treated by our in-line
drugs and drug candidates;
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the implementation by the FDA and regulatory authorities in certain cther countries of an abbreviated tegal pathway to approve
biosimilar preducts, which could subject our biologic products to competition from biosimilar preducts, with attendant competitive
pressures, after the expiration of any applicable exclusivity period and patent rights:

risks related tc our ability to develop and launch bicsimilars, including risks associated with “at risk” launches, defined as the
marketing of a product by Pfizer before the final resolution of litigation {including any appeats) brought by a third party alieging
that such marketing would infringe one or more patents owned or controlied by the third party;

the ahility to meet competition from generic, branded and biosimilar products after the loss or expiration of patent protection for
our products or competitor products:

the ability to successfully market both new and existing products domestically and internationally;

difficulties or delays in manufacturing, including delays caused by natural events, such as hurricanes; supply shortages at our
faciities; and legal or regulatory actions, such as warning letters, suspension of manufacturing, seizure of product, debarment,
injunctions or veluntary recall of a product;

trade buying patterns;
the impact of existing and future legislation and reguiatery provisions on product exclusivity;

trends toward managed care and healthcare cost containment, and our ability to obtain or maintain timely or adequate pricing or
formulary placement for our products;

the impact of any significant spending reductions or cost controls affecting Medicare, Medicaid or other publicly funded or
subsidized health programs or changes in the tax treatment of employer-sponsored health insurance that may be implemented;

the impact of any U.S. healthcare reform or legislation, including any repeal, substantial modification or invalidation of some or all
of the provisions of the U.8. Patient Protection and Affordable Care Act, as amended by the Health Care and Education
Reconciliation Act;

U.S. federal or state |egistaticn or regulatory action and/or policy efforts affecting, among other things, pharmaceutical product
pricing, reimbursement or access, including under Medicaid, Medicare and other publicly funded or subsidized health programs;
patient out-of-pocket costs for medicines, manufacturer prices and/or price increases that could result in new mandatory rebates
and discounts or other pricing restrictions; the importation of prescription drugs from outside the U.S. at prices that are regulated
by governments of various foreign countries; restrictions on direct-to-consumer advertising; limitations on interactions with
healthcare professicnals; or the use of comparative effectiveness methodclogies that could be implemented in a manner that
focuses primarily on the cost differences and minimizes the therapeutic differences among pharmaceutical products and restricts
access to innovative medicines; as well as pricing pressures for our preducts as a result of highly competitive insurance markets;

legisiation or reguiatery action in markets outside the U.S. affecting pharmaceutical product pricing, reimbursement or access,
inciuding, in particular, continued government-mandated reductions in prices and access restrictions for certain biopharmaceutical
products to control costs in those markets;

« the exposure of our operations outside the U.S. to possible capital and exchange controls, expropriation and cther restrictive
government actions. changes in intellectual property legal protections and remedies, as well as politicat unrest, unstable
governments and legal systems and inter-governmental disputes;

« contingencies related to actual or alleged environmental contamination;

+ claims and concerns that may arise regarding the safety or efficacy of in-ine products and product candidates;
« any significant breakdown infiltration or interruption of our information technology systems and infrastructure;
+ legal defense costs, insurance expenses and settiement costs;

« therisk of an adverse decision or settiement and the adequacy of reserves related to legal proceedings, including patent litigation,
product liability and other product-related litigation, including personal injury, consumer, off-label prometion, securities, antitrust
and breach of contract claims, commercial, envirenmental, government investigations, employment and other legal proceedings,
including various means for resolving asbestos litigation, as weli as tax issues;

the risk that our currently pending or future patent applications may not resuit in issued patents, or be granted on a timely basis, or
any patent-term extensions that we seek may not be granted on a timely basis, if at all;

our ability to protect our patents and other intellectual property, both domestically and internationally:

interest rate and foreign currency exchange rate fluctuations, including the impact of possible currency devaluations in countries
experiencing high inflation rates:

- governmental laws and regulations affecting domestic and foreign operaticns, including, without limitation, tax obligations and
changes affecting the tax treatment by the U.S. of income earned outside the U.S. that may result from pending and possible
future proposais. including further clarifications and/or interpretations of the recently passed TCJA;

+ any significant issues involving our largest wholesale distributors, which account for a substantial portion of our revenues;

« the possible impact of the increased presence of counterfeit medicines in the pharmaceuticat supply chain on our revenues and
on patient confidence in the integrity of our medicines;

« the end result of any negotiations between the U K. government and the EU regarding the terms of the U.K.'s exit from the EU,
which could have implications on our research, commercial and general business operations in the UK and the EU, including the
approval and supply of our products;

« any significant issues that may arise related to the outsourcing of certain operational and staff functions to third parties, including
with regard to quality, timeliness and compliance with applicable legal requirements and industry standards;

« any significant issues that may arise related to our joint ventures and other third-party business arrangements;
« changes in U.S. generally accepted accounting principles;
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further clarifications andfor changes in interpretations of existing laws and reguiations, or changes in laws and regulations. in the
U.8. and cther countries;

uncertainties related to general economic, political, business, industry, regulatory and market conditions including, without
limitation, uncertainties related to the impact on Pfizer, our customers. suppliers and ienders and counterparties to our foreign-
exchange and interest-rate agreements of challenging global economic conditions and recent and possible future changes in
global financial markets; and the related risk that our allowance for doubtful accounts may not be adequate;

any changes in business, political and economic conditions due to actual or threatened terrorist activity in the U.S. and cther parts
of the world. and related U.S. military action overseas:;

growth in costs and expenses;

changes in our product, segment and geographic mix;
the impact of purchase accounting adjustments, acquisition-related costs, discontinued operations and certain significant items:

the impact of acquisitions, divestitures, restructurings. internal reorganizations. product recalts, withdrawals and other unusual
items, including our ability to realize the projected benefits of our cost-reduction and productivity initiatives and of the internal
separation of our commercial operations into cur current cperating structure;

the risk of an impairment charge related to our intangible assets, geodwill or equity-method investments;
risks related to internal control over financial reporting:

risks and uncertainties related to our acquisitions of Hospira, Anacor, Medivation and AstraZeneca's small molecuie anti-infectives
business, including. among other things, the ability to realize the anticipated benefits of those acquisitions, including the possibility
that expected cost savings related to the acquisition of Hospira and accretion related to the acquisitions of Hospira, Anacor and
Medivation will not be realized or will not be realized within the expected time frame; the risk that the businesses will not be
integrated successfully; disruption from the transactions making it more difficult to maintain business and operational
relationships; risks related to our ability to grow revenues for Xtandi and expand Xtandi intc the non-metastatic castration-
resistant prostate cancer setting; significant transaction costs; and unknown liabilities; and

risks and uncertainties related to our evaluation of strategic aiternatives for our Consumer Healthcare business, including, among
other things, the ability to realize the anticipated benefits of any strategic aiternatives we may pursue for our Consumer
Healthcare business, the potential for disruption to our business and diversion of management's attention from cther aspects of
our business, the possibility that such strategic alternatives will not be completed on terms that are advantageous to Pfizer, the
possibility that we may be unable to realize a higher value for Pfizer Consumer Heailthcare through strategic alternatives and
unknown liabilities.

We cannot guarantee that any forward-locking statement will be realized. Achievement of anticipated resuits is subject to substantial risks,
uncertainties and inaccurate assumptions. Should known or unknown risks or uncertainties materialize or should underlying assumptions
prove inaccurate, actual results could vary materially from past resuits and those anticipated, estimated or projected. Investors should bear
this in mind as they consider forward-looking statements, and are cautioned nct to put undue reliance on forward-lecking statements.

We undertake no obligation to publicly update forward-locking statements, whether as a result of new information, future events or otherwise,
except as required by iaw or by the rules and regulations of the SEC. You are advised, however, to consult any further disclosures we make on
related subjects.

Certain risks, uncertainties and assumptions are discussed here and under the heading entitled "Risk Factors” in Part [, Item 1A, of our Form
10-K for the year ended December 31, 2017. We note these factors for investors as permitted by the Private Securities Litigation Reform Act
of 1995. You shouid understand that it is not possible to predict or identify all such factors. Censequently, you should not consider any such list
to be a complete set of all potential risks or uncertainties.

The operating segment information provided in this report does not purpert te represent the revenues, costs and income from continuing
operations before provision/benefit) for taxes on income that each of cur operating segments would have recorded had each segment
operated as a standalone company during the periods presented.

This report includes discussion of certain clinical studies relating to various in-line products and/or product candidates. These studies typically
are part of a larger body of clinical data relating to such products or product candidates. and the discussion herein should be considered in the
context of the larger body of data. in addition, clinical trial data are subject to differing interpretations, and, even when we view data as
sufficient to support the safety and/or effectiveness of a product candidate or a new indication for an in-line product, regulatory authorities may
not share our views and may require additional data or may deny approval altogether.

Financial Risk Management

The cbjective of our financial risk management pregram is to minimize the impact of foreign exchange rate movements and interest rate
movements on our earnings. We manage these financial exposures through operational means and through the use of third-party instruments.
These practices may change as economic conditions change.

Foreign Exchange Risk

We operate globally and, as such, we are subject to foreign exchange risk in our commercial operations, as well as in our financial assets
(investments) and liabilities (borrowings). Our net investments in foreign subsidiaries are also subject to currency risk.

On the commercial side, a significant portien of our revenues and earnings is exposed to changes in foreign exchange rates. See the "Our
Operating Environment—The Global Economic Environment’ section of this Financial Review for the key currencies in which we cperate. We
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seek to manage our foreign exchange risk, in part, through operational means, including managing same-currency revenues in refation to
same-currency costs and same-currency assets in relation te same-currency liabilities. \Where foreign exchange risk cannct be mitigated via
operational means, we may use foreign currency forward-exchange contracts and/for foreign currency swaps to manage that risk.

With respect to our financial assets and liabilities, our primary foreign exchange exposure arises predominantly from short-term and long-term
intercompany receivables and payables, and. to a lesser extent, from short-term and long-term investments and debt, where the assets and/or
liabilities are denominated in currencies other than the functional currency of the business entity.

We also hedge some forecasted intercompany sales denominated in euro, Japanese yen, Chinese renminbi, U.K. pound, Canadian doltar,
and Australian dollar to protect against longer-term movements.

in addition, under certain market conditions, we may seek to protect against possible declines in the reported net investments of our foreign
business entities. In these cases, we may use foreign currency swaps, foreign currency forward-exchange contracts and/or foreign currency
debt.

For details about these and other financial instruments, including fair valuation methodologies, see Notes to Consolidated Financial
Statements—~Note 7A. Financial insfruments: Fair Value Measurements.

The fair values of our financial instrument holdings are analyzed at year-end to determine their sensitivity to foreign exchange rate changes. In
this sensitivity analysis, holding all other assumptions constant and assuming that a change in one currency's rate relative to the U.S. dollar
wauld not have any effect on another currency's rates relative to the U.S. dollar, if the dollar were 1o appreciate against all other currencies by
10%. as of December 31, 2017, the expected adverse impact on our net income would not be significant.

Interest Rate Risk

We are subject to interest rate risk on our investments and on our borrowings, We manage interest rate risk in the aggregate, white focusing
on Pfizer's immediate and intermediate liquidity needs.

With respect to our investments, we strive to maintain a predominantly floating-rate basis position. but our strategy may change based on
prevailing market conditions. Our floating-rate assets are subject to the risk that short-term interest rates may fall and, as a result, the
investments would generate less interest income. Fixed-rate investments provide a known amount of interest income regardless of a change
in interest rates. We sometimes use interest rate swaps in our financial investment portfolio.

With respect to our leng-term borrowings, we strive te maintain a predominantly floating-rate basis position, but here too, we may change our
strategy depending upon prevailing market conditions. We generally issue debt with a fixed rate, and then use interest rate swaps to convert it
into floating-rate debt as we deem appropriate in the circumstances. This effective flcating rate debt serves to offset some of the interest rate
risks associated with our short-term and floating-rate investments.

For details about these and other financial instruments, including fair valuation methodologies, see Notes to Consolidated Financial
Statements—~Note 7A. Financial insfruments: Fair Value Measurements.

The fair values of our financial instrument holdings are analyzed at year-end to determine their sensitivity to interest rate changes. in this
sensitivity analysis, holding all other assumptions constant and assuming a parallel shift in the interest rate curve for all maturities and for all
instruments, if there were a one hundred basis point increase in interest rates as of December 31, 2017, the expected adverse impact on our
net income would net be significant.

Contingencies

Legal Matters

We and certain of our subsidiaries are subject to numerous contingencies arising in the ordinary course of business, such as patent litigation,
product liahility and other product-related litigation, commercial litigation, environmental claims and proceedings. government investigations
and guarantees and indemnifications (see Notes to Consoclidated Financiat Statements—~Note 17. Commitments and Contingencies).

Certain of these contingencies could result in losses, including damages, fines and/or civil penaities, and/or criminat charges. which could be
substantial.

We believe that our claims and defenses in these matters are substantial, but fitigation is inherently unpredictable and excessive verdicts do
oceur. We do not believe that any of these matters will have a material adverse effect on our financial position. However, we could incur
judgments, enter into settlements or revise our expectations regarding the outcome of certain matters, and such developments could have a
material adverse effect on our results of operations in the peried in which the amounts are accrued and/or our cash flows in the pericd in which
the amounts are paid.

We have accrued for losses that are both probable and reasonably estimable. Substantially all of our contingencies are subject to significant
uncertainties and, therefore, determining the likelihood of a loss and/or the measurement of any loss can be complex. Consequently, we are
unable to estimate the range of reascnably possible loss in excess of amounts accrued. Our assessments are based on estimates and
assumptions that have been deemed reasonable by management, but the assessment process relies heavily on estimates and assumptions
that may prove to be incomplete or inaccurate, and unanticipated events and circumstances may occur that might cause us to change those
estimates and assumptions.

Tax Matters
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Financial Review
Pfizer Inc. and Subsidiary Companies

We and certain of our subsidiaries are subject to numerous contingencies arising in the ordinary course of business for tax matters {see Notes
to Consclidated Financial Statements—~Note 5D. Tax Matters: Tax Contingencies).

We account for income tax contingencies using a benefit recognition model. If our initial assessment fails to result in the recognition of a tax
benefit, we regularly monitor our pesition and subsequently recognize the tax benefit: (i) if there are changes in tax taw, analogous case law or
there is new information that sufficientiy raise the likelihocd of prevailing on the technical merits of the position to “more likely than not”; (ii) if
the statute of limitations expires; or (iif) if there is a completion of an audit resulting in a favorable settlement of that tax year with the
appropriate agency. We regularly re-evaluate our tax positions based on the results of audits of federal, state and foreign income tax filings,
statute of limitations expirations, changes in tax law or receipt of new information that would either increase or decrease the technical merits of
a position relative to the “more-likely-than-not” standard.

Cur assessments are based on estimates and assumptions that have been deemed reasonable by management. but our estimates of
unrecegnized tax benefits and potential tax benefits may not be representative of actual outcomes, and variation from such estimates could
materialty affect our financial statements in the period of settlement or when the statutes cf limitations expire, as we treat these events as
discrete items in the period of resclution. Finalizing audits with the relevant taxing authcrities can include forma!l administrative and legal
proceedings, and, as a result, it is difficult to estimate the timing and range of possible changes related to our uncertain tax positions, and such
changes could be significant.

70 2017 Financiat Report

02.08.2019 ki 08:59 Brgnngysundregistrene Side 93 av 171



Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 986210229

Management’'s Report on Internal Control Qver Financial Reporting

Management’s Report

We prepared and are responsible for the financial statements that appear in our 2017 Financial Report. These financial statements are in
cenformity with accounting principles generally accepted in the United States of America and, therefore, include amounts based on informed
judgments and estimates. We also accept responsibility for the preparation of other financial information that s inciuded in this document.

Report on Internal Control Over Financial Reporting

The management of the Company is responsible for establishing and maintaining adecuate internal controt over financial reporting as defined
in Rules 13a-15({f} and 15d-15(f) under the Securities Exchange Act of 1834, The Company's internal control over financial reporting is
designed to provide reasonable assurance regarding the refiability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles in the United States of America. The Company's internal control over
financial reporting includes those policies and procedures that: (i} pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the Company:, (i) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles and that
receipts and expenditures of the Company are being made only in accordance with authorizations of management and directors of the
Company; and {jii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the
Company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internat control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadeguate because of changes in conditions or
that the degree of compiiance with the policies or procedures may detericrate. Management assessed the effectiveness of the Company's
internal control over financial reperting as of December 31, 2017. In making this assessment, management used the criteria set forth by the
Committee of Sponsoring Organizations of the Treadway Commission in Internal Control—integrated Framework (2013). Based on our
assessment and those criteria, management believes that the Company maintained effective internal control over financial reporting as of
December 31, 2017.

The Company's independent auditors have issued their auditors' report on the Company's internal control over financial reporting. That report
appears in our 2017 Financial Report under the heading, Report of Independent Registered Public Accounting Firm on Internal Controf Over
Financial Reporting

> < gk

lan Read
Chairman and Chief Executive Officer

;., 0. - Y B iy oﬁ%%g&
Frank D'Amelic Loretta Cangialosi
Principal Financial Officer Principal Accounting Officer

February 22, 2018
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Audit Committee Report

The Audit Committee reviews Pfizer's financial reporting process on behalf of the Board of Directors. Management has the primary
responsibility for the financial statements and the reporting process, including the system of internat controis.

The Committee met and held discussions with management and the independent registered public accounting firm regarding the fair and
complete presentation of Pfizer's results and the assessment of Pfizer’s internal control over financial reporting. We discussed significant
accounting policies applied in Pfizer's financial statements, as well as, when applicable, alternative accounting treatments. Management
represented to the Committee that the consolidated financial statements were prepared in accordance with accounting principles generaliy
accepted in the United States of America, and the Committee reviewed and discussed the consolidated financial statements with management
and the independent registered public acceounting firm. The Committee discussed with the independent registered public accounting firm
matters required to be discussed under applicable Public Company Accounting Oversight Board (PCAOB) standards.

in addition, the Committee reviewed and discussed with the independent registered public accounting firm the auditor’s independence from
Pfizer and its management. As part of that review, we received the written disciosures and the letter required by applicable requirements of the
PCAOB regarding the independent registered public accounting firm's communications with the Audit Committee concerning independence,
and the Committee discussed the independent registered public accounting firm’s independence from Pfizer.

We also considered whether the independent registered public accounting firm's provision of non-audit services to Pfizer is compatible with the
auditor's independence. The Committee concluded that the independent registered public accounting firm is independent from Pfizer and its
management.

As part of our responsibilities for oversight of Pfizer's Enterprise Risk Management process, we reviewed and discussed company policies
with respect to risk assessment and risk management, including discussions of individual risk areas, as well as an annual summary of the
overali process.

The Committee discussed with Pfizer's Internal Audit Department and independent registered public accounting firm the overall scope of and
plans for their respective audits. The Committee meets with the Chief internal Auditor, Chief Compliance and Risk Cfficer and representatives
of the independent registered public accounting firm, in reguiar and executive sessions, to discuss the resuits of their examinations, the
evaluations of Pfizer's internal controls, and the overall quality of Pfizer's financial reperting and compliance programs.

In rellance on the reviews and discussions referred to above, the Committee has recommended to the Board of Directors, and the Board has
approved, that the audited financial statements be included in Pfizer's Annual Report on Form 10-K for the year ended December 31, 2017, for
filing with the U.S. Securities and Exchange Commission. The Committee has selected, and the Board of Directors has ratified, the selection
of Pfizer's independent registered public accounting firm for 2018.

The Audit Committee

Suzanne Nora Johnson, Chair
W. Don Cornwell

Joseph J. Echevarria

Stephen W. Sanger

James C. Smith

February 22, 2018

The Audit Committee Report does not constitute soliciting material, and shall not be deemed to be filed or incorporated by reference info any
Company filing under the Securities Act of 1833, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent that
the Company specifically incorporates the Audit Committee Report by reference therein.
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Report of Independent Registered Public Accounting Firm on the
Consolidated Financial Statements

The Board of Directors and Shareholders of Pfizer inc.:

Opinion on the Consclidated Financial Statements

We have audited the accompanying consolidated balance sheets of Ffizer inc. and Subsidiary Companies (the Company) as of December
31, 2017 and 2016, and the related consdlidated statements of income, comprehensive income. equity, and cash flows for each of the years
in the three-year period ended December 31, 2017, and the related notes (collectively, the consolidated financial statements). In our opinion,
the consdlidated financial statements referred to above present fairly, in all material respects, the financial position of Pfizer Inc. and Subsidiary
Companies as of December 31, 2017 and 2016, and the results of their operations and their cash fiows for each of the years in the three-year
period ended December 31, 2017, in conformity with U.S. generally accepted accounting principies.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board {United States) (PCAOB), the
Company's internal control over financiai reporting as of December 31, 2017, based on criteria established in fnfernal Contro—integrated
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COS0), and our report dated
February 22, 2018 expressed an unqualified opinion on the effectiveness of the Company’s internal control over financial reporting.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company's management. Qur responsibility is to express an opinion
on these consdlidated financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are required
to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations
of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCACB. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement, whether due to error
or fraud. Qur audit included performing procedures to assess the risks of material misstatement of the consclidated financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis,
evidence regarding the amounts and disclosures in the consolidated financial statements. Our audit alsoinciuded evatuatingthe accounting
principles used and significant estimates made by management, as weil as evaluating the overall consolidated financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

KPMes LLP

KPMG LLP

We have not been able to determine the specific year that KPMG and our predecesser firms began serving as the Company's auditor,
however, we are aware that KPMG and our predecessor firms have served as the Company's auditor since at ieast 1942.
New York. New York

February 22, 2018
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Report of Independent Registered Public Accounting Firm on
Internal Control Over Financial Reporting

The Board of Directors and Shareholders of Pfizer inc.:

Cpinion on Internal Control Over Financial Reporting

We have audited Pfizer inc. and Subsidiary Companies’ (the Company) internal control over financial reporting of as of December 31, 2017,
based on criteria established in [nternal Controi—integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSQ). In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting
as of December 31, 2017, based on criteria established in internal Control-Integrated Framework (2013) issued by COSO.

We alsc have audited, in accordance with the standards of the Public Company Accounting Oversight Board {(United States) (PCACB), the
censolidated balance sheets of Pfizer inc. and Subsidiary Companies as of December 31, 2017 and 2016, and the related consolidated
statements of income, comprehensive income, equity, and cash fiows for each of the years in the three-year period ended December 31,
2017, and the related notes (collectively, the consolidated financial statements), and our report dated February 22, 2018 expressed an
ungualified opinion on those consolidated financial statements.

Basis for Opinion

The Company's management is responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting, included in the accompanying Management's Report on internal Controt Over Financial
Reporting. Our responsibility is to express an opinicn on the Company's internal control over financial reporting based on our audit. Ve are a
public accounting firm registered with the PCACB and are required to be independent with respect to the Company in accordance with the U.S.
federal securities laws and the applicable rules and regutations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accerdance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects. Our audit included
obtaining an understanding ofinternal control over financial reporting, assessing the risk that a materiat weakness exists, and testing and evaluating
the design and operating effectiveness of internal control based on the assessed risk. Our audit also included performing such cther procedures
as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

Definiticn and Limitations of Internai Control Over Financia! Reporting

Acompany's internal control over financial reporting is a process designed {o provide reasonabie assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A
cempany's internat control over financiaf reporting includes those policies and precedures that (i) pertain to the maintenance of records that, in
reasonable detall, accurately and fairly reflect the transactions and dispositions of the assets of the company: (i} provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, andthat receipts and expenditures ofthe company are being made only in accordance with authorizations of management and directors
of the company: and (iii} provide reascnable assurance regarding prevention or timely detection of unautherized acquisition, use, or disposition
of the company’s assets that could have a material effect on the financial statements.

Because of its inherent fimitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or
that the degree of compliance with the policies or procedures may deteriorate.

KPMes LLP

KPMG LLP
New York, New York

February 22, 2618
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Consolidated Statements of Income
Ffizer Inc. and Subsidiary Companies

Year Ended December 31,

(MILLICHS. EXCEPT PER COMMON SHARE DATA) 2017 2016 2015
Revenues $ 52546 § 52824 § 48851
Costs and expenses:
Cost of sales™ 11,240 12,328 9,648
Seliing, informational and administrative expenses™® 14,784 14,837 14,808
Research and development expenses™ 7,657 7.672 7,680
Amortization of intangible assets 4,758 4,056 3,728
Restructuring charges and certain acquisition-related costs 487 1,724 1,152
Cther (income)/deductions—net 1,315 3.655 2,860
Income from continuing operations before provision/{benefit) for taxes on income 12,305 8,351 8,965
Provision/(benefit) for taxes on income (9,048) 1,123 1,990
Income from continuing operations 21,353 7,228 6,975
Discontinued operations:
Income from discontinued operations——net of tax %) 16 17
Gain/{loss) on disposal of discontinued operations—net of tax 3 — (6)
Discontinued operations—net of tax 2 17 1
Net income before allocation to noncontrelling interests 21,355 7.246 6,986
Less: Net income attributable to noncontroliing interests 47 31 26
Net income attributable to Pfizer Inc. $ 21,308 & 7215 & 6,960
Earnings per common share——basic:
Income from continuing operations attributable to Pfizer Inc. commen shareholders $ 357 % 118 § 1.143
Discontinued operations——net of tax — — —
Net income attributable to Pfizer Inc. common shareholders 3 3.57 § 118 § 1.13
Earnings per common share——diluted:
Income from continuing operations attributable to Pfizer Inc. commen shareholders $ 352 § 147 ¢ 1.1
Discontinued operations——net of tax — — —
Net income attributable to Pfizer Inc. common sharehoiders $ 3.52 § 117 § 1.11
Weighted-average shares—basic 5,970 6,089 6,176
Weighted-average shares—diluted 6,058 6,158 6,257
Cash dividends paid per common share $ 1.28 § 120 § 1.12

'3 Exclusive of amortization of intangible assets, except as disclosed in Note K. Basis of Presentation and Significant Accouriting Policies: Amortizatien of
Intangible Assets, Depreciation and Certain Long-Lived Assefs.
Amounts may not add due to rounding.

See Notes to Consolidated Financial Statements, which are an integral part of these statements.
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Consolidated Statements of Comprehensive Income
Ffizer Inc. and Subsidiary Companies

Year Ended December 31,

(MILLICHS) 2017 2016 2015
Net income before allocation to noncentroiling interests $ 21,355 $§ 7246 $ 6986
Foreign currency transiation adjustments, net $§ 1,116 § (813 $ GB110)
Reclassification adjustments' 162 — —
1,278 (815) (3.110)

Unrealized holding gains/(losses) on derivative financial instruments, net {10} (442) 204
Reclassification adjustments for {gains)fosses included in net income™ {520) 452 (368)
(530) 10 (165)
Unrealized holding gains/(losses) on available-for-sale securities, net 818 248 (846)
Reclassification adjustments for (gains)Aosses included in net income™ (244) (118) 796
574 130 (50)
Benefit plans: actuarial losses, net (212) (1,658) (37)
Reclassification adjustments related to amortization'™ 588 558 550
Reclassification adjustments related to settiements, net'™ 117 127 671
Other (145) 195 199
348 (1,009) 1,383

Benefit plans: prior service (costs)/credits and other, net (2) 184 432
Reclassification adjustments related to amertization'™ (184) (173) (160)
Reclassification adjustments related to curtailments, net™ {18} (26) (32)
Other — 6 3
(203) (8) 237

Other comprehensive income/(loss), before tax 1,468 (1,692) (1,705)
Tax provision/(benefit} on other comprehensive incomef(loss)™ (262) (174) 528
Other comprehensive income/(loss) before allocation to noncontrolling interests $ 1,730 § (1518 $ (2.232)
Comprehensive income before altocation to noncontrolling interests $ 23085 § 5728 § 4754
Less: Comprehensive incomefloss) attributable to noncontrolling interests 62 28 H
Comprehensive income attributable to Pfizer Inc. $ 23023 § 5701 $ 4755

The foreign currency translation adjustments reclassified into Other (income)/deductions—net in the consolidated statement of income primarily result from
sale of our 40% ownership investment in Teuto and the sale of our 48% equity share in Hisun Pfizer. See Note 20. Acquisitions, Sale of Hospira [nfusion
Systems Nef Assets, Research and Development and Collaborative Arrangements, Equity-Method Investments and Cosf-Method Investment. Equity-Method
Investments.

Reclassified inte Other (income)/deductions—nef and Cosi of sales in the consolidated statements of income. For additional information on amounts
reclassified into Cosf of sales, see Note 7F. Financial Instruments: Derivative Financial Instruments and Hedging Activities.

Generally reclassified, as part of net periodic pension cost, into Cost of sales, Sefling, informational and administrative expenses, andfor Research and
development experises, as appropriate, in the consolidated statements of income. For additional information, see Nofe 17. Pension and Postrefirement Benefit
Fians and Defined Contribution Plans.

See Note 5E. Tax Matters: Tax Provision/{Benefi) on Other Comprehensive Income/{Loss).

Amounts may not add due to roeunding.

i

&}

See Notes to Consolidated Financial Statements, which are an integral part of these statements.
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Consolidated Balance Sheets
Ffizer Inc. and Subsidiary Companies

As of December 31,

(MILLICHS. EXCEPT PREFERRED STOCK ISSUED AND FER COMMON SHARE CATA) 2017 2016
Assets
Cash and cash equivalents $ 1,342 3 2,595
Short-term investments 18,650 15,255
Trade accounts receivable, less allowance for doubtful accounts: 2017—%$584; 2016—3$609 8,221 8,225
Inventcries 7,578 6,783
Current tax assets 3,050 3,041
Other current assets 2,289 2,249
Assets held for sale 12 801
Total current assets 114 38,949
Long-term investments 7,015 7116
Property, plant and equipment, less accumulated depreciation 13,865 13,318
Identifiable intangible assets, less accumuiated amortization 48,741 52,648
Goodwill 55,952 54,449
Noncurrent deferred tax assets and other noncurrent tax assets 1,855 1,812
Other noncurrent assets 3,227 3,323
Total assets $ 171,797 $ 171,815
Liabilities and Equity
Shert-term borrowings, including current portion of long-term debt; 2017—%$3,546; 2016—3%4,225 $ 9,953 § 10,688
Trade accounts payable 4,656 4536
Dividends payable 2,029 1,944
Income taxes payable 477 437
Accrued compensation and related items 2,196 2,487
Other current liabilities 11,115 11,023
Total current ltabilities 30,427 31,115
Long-term debt 33,538 31,398
Pension benefit obligations, net 5,926 6,406
Postretirement benefit obligations, net 1,504 1,766
Noncurrent deferred tax Habilities 3,900 30,753
Other taxes payable 18,697 4,000
Other noncurrent liabilities 6,149 6,337
Total liabilities 100,141 111,776

Commitments and Centingencies

Preferred stock, no par value, at stated value; 27 shares authorized; issued: 2017—524, 2016—597 21 24
Common stock, $0.05 par value; 12,000 shares authorized; issued: 2017—9,275: 2016—9,230 464 461
Additicnal paid-in capital 84,278 82,685
Treasury stock, shares at cost: 2017—3,296; 2016—3,160 (89,425) (84,364)
Retained earnings 85,29 71774
Accumulated other comprehensive loss (9,321) (11,036)
Total Pfizer inc. shareholders’ equity 71,308 58,544
Equity attributable to noncontreiling interests 348 296
Total equity 71,656 58,840
Total liabilities and equity $ 171,797 3 171,615

Amounts may not add due to rounding.

See Notes to Consolidated Financial Statements, which are an integral part of these statements.
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Consolidated Statements of Equity

Ffizer Inc. and Subsidiary Companies

PFIZER INC. SHAREHOLDERS

Preferrad Stoch Compron Stoch Treasury Stach
Add' A%{Jh“ﬂel Share - Men-

o L X Stated Par Paid-in ) Retained Comp holders centrolling
{MILLIONS. EXCEPT PREFERRED SHARES] Sharas Value  Shares Value Capitai Skarss Cost  Earnings Loss Ecuity interssts
Eslance, January 1. 20 T % 9.110  § 455 $78.977 (2.819] 4 ¥ 7318 $ 71301 % 321
Mstincome 26
Cther comprehensive incomal{iossh. nat of tax 126)
Cach cividends ceclarsd

Common stock

Preferred stoch

Moncortroling interests {16)
Skere-based payment transactions 57 3 2,015 i1
Furchases of common stoch 182}
Freferred stech conversions and redemptons (551 3] 1
Cther — — — — — — 27 —
Eslance, Decermber 21, 20135 549 9.178 459 (3.003) 278 54,995
Mstincome 31 72435
Cther comprehensive incomal{iossh. nat of tax {1514} i3] (1513}
Cach cividends ceclarsd

Common stock

Praferred stoch

MNoncortreling intsrests 110y
Skere-based payment transactions 52 3 1672 31 121
Furchases of common stoch 154
Freferred stech conversions and redemptons (52 2 2] — —
Cther*™ — — — — — - i3 — 3 — 13
Esiance, Decamrber 31. 2015 597 9.230 481 &2.585 13,180 [64.384) 71774 11 033) 26544 298 59.640
Net income 21,308 21,308 a7 21,355
Other comprehensive incomel{loss), net of tax 1715 1,715 14 1,730
Cash dividends declared:

Common stock {7,789) {7,789) (7,789}

Preferred stock [4)] {1) [

Noncontroliing interests - ©) )
Share-based payment transactions®™ 45 2 1,587 15 (€3) 1,536 1,638
Purchases of common stock {150} {5,000} {5,000) 5,000}
Preferred stock conversions and redemptions T3) (&3] (&3] —_ 1 5) (3]
Other — — — — — —
Balance, December 31, 2017 524 § 2 9276 § 464 $84278 (3,296) $(89,425) § 85291 § (9,321) $71308 § 345 $ 71,656

@ Represents the $13 million cumulative effect of the adoption of a new accounting standard in the fourth quarter of 2016, as of January 1, 20186, for certain elements of the
accounting for share-based payments. For additional information, see Notes to Censolidated Financial Statements—Note 18. Basis of Presentation and Significant
Accouniting Policies: Adopfion of New Accounting Standards in Pfizer's 2018 Financial Report.

o207 treasury shares include the effect of the modification for a commitment to pay 15.2 million common-share equivalents that were scheduled for near-term settlement.
Amounts may not add due to rounding.

See Notes to Consolidated Financial Statements, which are an integral part of these statements.
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Consolidated Statements of Cash Flows
Ffizer Inc. and Subsidiary Companies

Year Ended December 31,

IMILLIONS) 2017 2016 2015
Operating Activities
Net incame before allocation to noncontralling interests $ 21355 $ 7246 $ 6,086
Adjustt'mtgnts ta reconcile net income before allocation to noncontrelling interests te net cash provided by operating
activities:
Depreciation and amortization 6,269 5757 5157
Asset write-offs and impairments 634 1.613 1.118
Foreign currency loss related to Venezuela — — 808
Loss on sale of HIS net assets 55 1712 —
TCJAimpact™ {10,660} — —
Deferred taxes from continuing operations (2,410} (700) (20)
Share-based compensation expense 840 891 869
Benefit plan contributions in excess of expense {961} (712) (817)
Other adjustments, net 50 208 (152}
Other changes in assets and liabilities, net of acquisitions and divestitures:
Trade accounts receivable 259 (134) 21
Inventories {357} 365 (199)
{Other assets (31) (60} 238
Trade accounts payable 46 871 254
Other liabilities (67} (223) 664
Other tax accounts, net 1,446 {734) (235)
Net cash provided by operating activities 16,470 15,901 14,688
investing Activities
Purchases of property, plant and equipment (1.956} {1,823} {1,397}
Purchases of short-term investments (14,596} (15,957) (28,581)
Proceeds from redemptions/sales of short-term investments 10,307 29,436 40.064
Net {purchases of)fproceeds from redemptions/sales of shart-term investments with ariginal maturities of
three months or less 2,058 (4.218) 5768
Purchases of long-term investments (3.537} {8.011) {9,542}
Proceeds from redemptions/sales of long-term investments 3,584 11,254 6,929
Acquisitions of businesses, net of cash acquired (1.000} (18,368} (16,468)
Acquisitions of intangible assets {261} (176) (99)
Other investing activities, net™ 650 51 344
Net cash used in investing activities (4.741} {7.811) (2,080)
Financing Activities
Proceeds from short-term borrowings 8,464 7472 5557
Principal payments on short-term borrowings {9,990} {5,102} {3.965)
Net proceeds from/{payments on) short-term borrowings with original maturities of three menths or less 1,401 {3.084) 2,717
Proceeds from issuance of long-term debt 5,274 10,976 —_
Principal payments on long-term debt (6,154} {7.589) (2,990}
Purchases of cammon stock {5.000} {5.000) (6.160)
Cash dividends paid (7.659) {7.317) (6.940)
Proceeds from exercise of stock options 862 1.019 1.263
Gther financing activities, net {233} (196) 109
Net cash used in financing activities (13,035} {8.921) (10,409)
Effect of exchange-rate changes on cash and cash eguivaients 53 (215) (1,000)
Net increase/(decrease) in cash and cash equivatents (1.254} {1,046} 298
Cash and cash equivaients, beginning 2,595 3.641 3,343
Cash and cash equivalents, end $ 1,342 $ 2595 § 3541
- Continued -
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Ffizer Inc. and Subsidiary Companies

Year Ended December 31,

2017 2016 2015
Supplemental Cash Flow Information
Non-cash transactions:
Exchange of $1.1 billion net book value 6.50% U K. pound-denominated bonds maturing in 2038 for $1.8 billion of
new 2.735% U.K. pound-denominated bonds maturing in 2043, resulting in a debt extinguishment loss of $747
million® § 1848 3§ — 3 —
Receipt of ICU Medical common stock® 428 — —
Promissory note from ICU Medical™ 75 —_ —_
Exchange of Hospira subsidiary debt for Pfizer dabt™ — — 1,669
Cash paid (received) during the period for:
income taxes $ 2489 § 2521 § 2,383
Interest 1,518 1.451 1.302
Interest rate hedyges {189} (338) (237)

]

As a result of the enactment of the TCJA, Pfizer’'s Provision/(benefit} for taxes on income was favorably impacted by approximately $10.7 billion, primarily refiecting the
remeasurement of U.S. deferred tax liabilities, which includes the repatriation tax on deemed repatriated accumulated post-1986 sarnings of foreign subsidiaries. See Nofe
5A. Tax Matters: Taxes on Income from Continuing Operations for additional information.

In connection with the sale of HIS net assets to ICU Medical. on February 3, 2017, Pfizer receivad 3.2 million newly issued shares of ICU Medicat common stock initially
valued at $428 million and a promissory note in the amount of $75 million which was repaid in full as of December 31, 2017 and included in Other investing activities for the
year ended December 31, 2017. For additional information, see Nofe 28. Acquisitions, Sale of Hospira Infusion Sysfemns Nef Assefs, Research and Development and
Colfaborative Arrangements, Equity-Method Investments and Cost-Method Investment: Sale of Hospira Infusion Systems Net Assets to ICU Medical, Inc. (EH).

* The $747 million is included in the net loss of $846 million upon the exchange and early retirement of the UK. pound-denominated debt. See Note 7D. Financial
Instruments: Long-Term Debt for additional information.

In October 2015, Pfizer exchanged $1.7 hillion debt of its then recently acquired subsidiary, Hospira, for virtually the same amount of Pfizer debt. See Nofe 7D. Financial
Instruments: Long-Term Debt.

Amounts may not add due to rounding.

Y

See Notes to Consolidated Financial Statements, which are an integral part of these statements.
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Notes to Consolidated Financial Statements
Pfizer Inc. and Subsidiary Companies

Note 1. Basis of Presentation and Significant Accounting Policies

A. Basis of Presentation

See the Glossary of Defined Terms at the beginning of this 2017 Financial Report for terms used throughout the consolidated financial
statements and related notes of this 2017 Financial Report.

The censolidated financial statements include our parent company and all subsidiaries, and are prepared in accordance with accounting
principles generally accepted in the United States of America (U.S. GAAP). The decision of whether or not to consalidate an entity requires
consideration of majority voting interests, as well as effective economic or other controi over the entity. Typically, we do not seek control by
means cther than voting interests. For subsidiaries operating outside the U.S., the financial information is included as of and for the year
ended November 30 for each year presented. Pfizer's fiscal year-end for U.S. subsidiaries is as of and for the year ended December 31 for
each year presented. Substantiaily all unremitted earnings of international subsidiaries are free of legal and contractual restrictions. All
significant transactions among our businesses have been eliminated. Taxes paid on intercompany sales transactions are deferred until
recognized upon sale of the asset to a third party.

We manage cur commercial operations through two distinct business segments: Pfizer Innovative Health (IH) and Pfizer Essential Heaith
(EH). For additional information, see Note 18.

Certain amounts in the consolidated financial statements and associated notes may not add due to rounding. AHl percentages have been
calculated using unrounded amounts.

Our recent significant business development activities inciude:

« On February 3. 2017. we completed the sale of our global infusion systems net assets, HIS, to ICU Medical, a global device manufacturer,
for up to approximately $900 million, composed of cash and contingent cash consideration, ICU Medical common stock and selier financing.
HIS includes IV pumps, solutions and devices. The operating results of HIS are included in the consolidated statement of income and EH's
operating results through February 2, 2017 and, therefore, our financial results, and EH's operating resuilts, for the year ended December
3%, 2017 reflect approximately one month of HIS domestic operations and approximately two months of HIS international operations, while
our financial resuits, and EH's operating results, for the year ended December 31, 2016 reflect 12 months of HIS global operations and for
the year ended December 31, 2015 reflect four months of HIS U.S. operations and three months of HIS international operations. Assets and
liabilities associated with HIS are presented as held for sale in the consolidated balance shest as of December 31, 2016.

On December 22, 2016, which falis in the first fiscal quarter of 2017 for our international operations, we acquired the development and
commercialization rights to AstraZeneca's small molecule anti-infectives business, primarily outside the U.S. for $1,045 million, composed of
cash and contingent consideration. Commencing from the acquisition date, our financial statements reflect the assets, liabilities, operating
results and cash flows of this business, and, in accordance with our international reporting period, our financial results, EH's operating
results, and cash flows for the year ended December 31, 2017 reflect approximately 11 months of the small molecule anti-infectives
business acquired from AstraZeneca.

On September 28, 2016, we acquired Medivation for $81.50 per share. The total fair value of consideration transferred for Medivation was
approximately $14 .3 billicn in cash ($13.8 billion, net of cash acquired). Commencing from the acquisition date, our financial statements
reflect the assets, liabilities, operating resuits and cash flows of Medivation. Therefore, Medivation operations are reflected in our financiai
results, IH's operating results, and cash flows for the year ended December 31, 2017, In accordance with our domestic and international
reporting periods, our consclidated financial statements for the vear ended December 31, 2016 reflect approximately three months of
Medivation operations.

On June 24, 2016, we acquired Anacor for $98.25 per share. The total fair value of consideration transferred for Anacor was approximately
$4.9 hillion in cash ($4.5 billicn, net of cash acquired}, plus $698 million debt assumed. Commencing from the acquisition date, our financial
statements refiect the assets, liabilities, operating results and cash flows of Anacor. Therefore, Anacor cperations are reflected in cur
financial results, [H's operating resuits, and cash flows for the year ended December 31, 2017. In accordance with our domestic and
international reporting periods, our consclidated financial statements for the year ended December 31, 2016 reflect approximately six
menths of Anacor operations.

On April 8. 2016, we announced that the merger agreement between Pfizer and Ailergan entered into on November 22, 2015 was
terminated by mutual agreement of the companies. The decision was driven by the actions announced by the U.S. Department of Treasury
on April 4, 2018, which the companies concluded qualified as an “Adverse Tax Law Change’ under the merger agreement. In connection
with the termination of the merger agreement, on April 8, 2016 (which fell into Pfizer's second fiscal quarter), Pfizer paid Allergan $150
million (pre-tax) for reimbursement of Ailergan’'s expenses asscciated with the terminated transaction (see Note 4). Pfizer and Allergan aiso
released each other from any and ali claims in connection with the merger agreement.

On September 3, 2015, we acquired Hospira for approximately $16.1 billion in cash {$15.7 billion, net of cash acquired). Commencing from
the acquisition date, our financial statements reflect the assets, liabilities, operating results and cash flows of Hospira. in accordance with
our domestic and international reporting periods. our consolidated financial statements for the year ended December 31, 2015 reflect four
menths of Hespira U.S. operations and three menths of Hospira international operations.

For additional informaticn, see Note 2.
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Notes to Consolidated Financial Statements
Pfizer Inc. and Subsidiary Companies

B. Adoption of New Accounting Standards in 2017

We adopted a new standard as of January 1, 2017 that amended guidance on the assessment of whether an entity is the primary beneficiary
of a variable interest entity. Under this new guidance, when evaluating whether an entity is the primary beneficiary, a single decision maker
must consider its indirect interest held through related parties under common controi proporticnately. There was no materiat impact to our
censolidated financial statements from adopting this standard.

We adopted a new standard as of January 1. 2017 related to inventory. The new guidance requires that inventory be measured at the lower of
cost or net realizable value, which is defined as the estimated seliing prices in the ordinary course of business, less reasonably predictable
cests of completion, disposal and transportation. There was no material impact to our consclidated financial statements from adopting this
standard.

C. Estimates and Assumptions

in preparing the consolidated financial statements, we use certain estimates and assumptions that affect reported amounts and disclosures,
including amounts recorded and disclosed in connection with acquisitions. These estimates and underlying assumptions can impact alt
elements of our financial statements. For example, in the consclidated statements of income, estimates are used when accounting for
deductions from revenues (such as rebates, chargebacks, sales allowances and sales returns), determining the cost of inventory that is soid,
allocating cost in the form of depreciation and amortization, and estimating restructuring charges and the impact of contingencies, as well as
determining provisions for taxes on income. Cn the consclidated balance sheets, estimates are used in determining the valuation and
recoverability of assets, such as accounts receivable, investments, inventories, deferred tax assets, fixed assets and intangible assets
(including acquired IPR&D assets). and estimates are used in determining the reported amounts of liabilities, such as taxes payable, benefit
obligations, accruals for contingencies, rebates, chargebacks, sales allowances and sales returns, and restructuring reserves, all of which also
impact the consolidated statements of income.

Cur estimates are often based on complex judgments and assumptions that we believe tc be reasonable, but that can be inherently uncertain
and unpredictable. If our estimates and assumptions are not representative of actual outcomes, our results could be materially impacted.

As future events and their effects cannot be determined with precision, our estimates and assumptions may prove to be incomplete or
inaccurate, or unanticipated events and circumstances may occur that might cause us to change those estimates and assumpticns. We are
subject to risks and uncertainties that may cause actual results to differ from estimated amounts, such as changes in the healthcare
environment, competition, ltigation, legistation and regulations. We regutarly evaluate our estimates and assumptions using historical
experience and expectations about the future. We adjust our estimates and assumptions when facts and circumstances indicate the need for
change.

For information on estimates and assumptions in connection with the TCJA, see Notes to Consolidated Financial Statements—~Note 5A. Tax
Matters: Taxes on Income from Continuing Operations.

D. Acquisitions

Cur consolidated financial statements include the operations of acquired businesses after the completion of the acquisitions. We account for
acquired businesses using the acquisition method of accounting, which requires. among cther things, that mest assets acquired and liabilities
assumed be recognized at their estimated fair values as of the acquisition date and that the fair value of acquired IPR&D be recorded on the
balance sheet. Transaction costs are expensed as incurred. Any excess of the consideration transferred over the assigned vaiues of the net
assets acquired is recorded as goodwill. When we acquire net assets that do not constitute a business, as defined in U.S. GAAP, no goodwill
is recognized and acquired IPR&D is expensed.

Contingent consideration in a business combination is included as part of the acquisition cost and is recognized at fair value as of the
acquisition date. Fair value is generally estimated by using a probability-weighted discounted cash flow approach. Any liability resulting from
contingent consideration is remeasured to fair value at each reporting date until the contingency is resolved. These changes in fair value are
recognized in earnings in Other (income}/deductions—net.

Amounts recerded in connection with an acquisition can result from a complex series of judgments about future events and uncertainties and
can rely heavily on estimates and assumptions. For information about the risks associated with estimates and assumptions, see Note 1C.

E. Fair Value

We are often required to measure certain assets and liabilities at fair value, either upon initial recognition or for subsequent accounting or
reporting. For example, we use fair value extensively in the initial recognition of net assets acquired in a business combination, when
measuring certain impairment losses and when accounting for and reporting of certain financial instruments. We estimate fair value using an
exit price approach, which requires, among cther things, that we determine the price that would be received to sell an asset or paid to transfer
a liability in an orderly market. The determination of an exit price is considered from the perspective of market participants, considering the
highest and best use of non-financial assets and, for liabilities, assuming that the risk of non-performance will be the same hefere and after the
transfer.

When estimating fair value, depending on the nature and complexity of the asset or fiability, we may use one or ail of the following techniques:
« Income approach, which is based on the present value of a future stream of net cash flows.

« Market approach, which is based on market prices and other information from market transactions involving identical or comparable assets
or liabilities.
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« Cost approach, which is based on the cost to acquire or construct comparable assets, less an allowance for functional and/or economic
obsclescence,

Cur fair value methodclogies depend on the following types of inputs:

+ Quoted prices for identical assets or liabilities in active markets (Level 1 inputs).

+ Quoted prices for simitar assets or liabilities in active markets. or queted prices for identical or similar assets or liabilities in markets that are
net active, or inputs cther than quoted prices that are directly or indirectly observable, or inputs that are derived principally from, or
corroberated by, observable market data by correlation or other means (Level 2 inputs).

« Unobservable inputs that reflect estimates and assumptions (Leve! 3 inputs).

Asingie estimate of fair value can result from a complex series of judgments about future events and uncertainties and can rely heavily on
estimates and assumptions. For information about the risks associated with estimates and assumptions, see Note 1C.

F. Foreign Currency Translation

For most of our international operations, local currencies have been determined to be the functional currencies. We translate functional
currency assets and liabilities to their U.S. dollar eguivalents at exchange rates in effect as of the balance sheet date and we translate
functional currency income and expense amounts to their U.S. dollar equivalents at average exchange rates for the period. The U.S. dollar
effects that arise from changing translation rates are recorded in Other comprehensive income/(loss). The effects of converting non-functional
currency monetary assets and liabiities into the functicnal currency are recorded in Other (income)/deductions—net. For operations in highly
inflationary economies, we translate monetary items at rates in effect as of the balance sheet date, with transtation adjustments recorded in
Other (income)/deducticns—net, and we transiate non-monetary items at histerical rates.

G. Revenues and Trade Accounts Receivable

Revenue Recognition—\We record revenues from product sales when the goods are shipped and title passes to the customer. At the time of
sale, we also record estimates for a variety of revenue deductions, such as chargebacks, rebates. sales allowances and sales returns. When
we cannot reasonably estimate the amount of future sales returns and/or other revenue deductions. we record revenues when the risk of
preduct return and/or additional revenue deductions has been substantially eliminated.

Deductions from Revenues—QOur gross product revenues are subject to a variety of deductions, that generally are estimated and recorded in
the same pericd that the revenues are recognized, and primarily represent chargebacks, rebates and sales allowances to wholesalers, and, to
a lesser extent, distributors like MCOs, retailers and government agencies with respect to our pharmaceutical proeducts, Those deductions
represent estimates of rebates and discounts related to gross sales for the reporting peried and, as such, knowledge and judgment of markst
cenditions and practice are required when estimating the impact of these revenue deductions on gross sales for a reporting period.

Specifically:

+ In the U.S., we record provisions for pharmaceutical Medicare, Medicaid, and performance-based contract rebates based upon our
experience ratio of rebates paid and actual prescriptions written during prior quarters. We apply the experience ratio to the respective
period's sales to determine the rebate accrual and related expense. This experience ratic is evaluated regularly to ensure that the historicat
trends are as current as practicable. We estimate discounts on branded prescription drug sales to Medicare Part D participants in the
Medicare “coverage gap,” also known as the “doughnut hole” based on the historical experience of beneficiary prescriptions and
consideration of the utilization that is expected to result from the discount in the coverage gap. We evaluate this estimate regularly to ensure
that the historical trends and future expectations are as current as practicable. For performance-based contract rebates, we also consider
current contract terms, such as changes in formulary status and rebate rates.

« Qutside the U.S., the majority of our pharmaceutical sales allowances are contractual or legisiatively mandated and our estimates are
based on actual invoiced sales within each period, which reduces the risk of variations in the estimation process. In certain European
countries, rebates are calculated on the government’s total unbudgeted pharmaceutical spending or on specific product sales thresholds,
and we apply an estimated allocation factor against our actual invoiced sales to project the expected level of reimbursement. We cbtain
third-party information that helps us to monitor the adequacy of these accruals.

Provisions for pharmaceutical chargebacks (primarily reimbursements to U.S. wholesalers for henoring contracted prices to third parties)
closely approximate actual as we settie these deductions generally within two to five weeks of incurring the liability.

Provisions for pharmaceutical sales returns are based on a calculation for each market that incorporates the foliowing, as apprepriate: local
returns policies and practices; historical returns as a percentage of sales; an understanding of the reasons for past returns; estimated sheif
life by product; an estimate of the amount of time between shipment and return or lag time; and any other factors that couid impact the
estimate of future returns, such as loss of exclusivity. product recalls or a changing competitive environment. Generally, returned products
are destroyed, and customers are refunded the sales price in the form of a credit.

+ We record sales incentives as a reduction of revenues at the time the related revenues are recorded or when the incentive is offered,
whichever is later. We estimate the cost of our sales incentives based on our historical experience with similar incentives programs to
predict customer behavior.
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Our accruals for Medicare rebates, Medicaid and related state program rebates, performance-based contract rebates, chargebacks, sales
allowances and sales returns and cash discounts totaled $4 .9 billion and $4.3 billion as of December 31, 2017 and December 31. 2016,
respectively. The following tabie provides infermation about the balance sheet classification of these accruals:

As of December 31,

{(MILLIGHS CF DOLLARS) 2017 2016
Reserve against Trade accounts receivabie, less aifowance for doubtful accounts $ 1,352 § 1154
Other current liabifities:
Accrued rebates 2,674 2,261
Other accruals 512 509
QOther noncurrent fiabifities 385 357
Tetal accrued rebates and other accruals $ 4923 § 4282

Amounts recerded for revenue deductions can result from a complex series of judgments about future events and uncertainties and can rely
heavily on estimates and assumptions. For information about the risks associated with estimates and assumptions, see Note 1C

Taxes collected from customers relating to product sales and remitted to governmental authorities are excluded from Revenues.

Collaborative Arrangements—Payments to and from our collaboration partners are presented in our consolidated statements of income based
on the nature of the arrangement (including its contractual terms), the nature of the payments and applicable accounting guidance. Under co-
promction agreements, we record the amounts received from our collaboration partners as alliance revenues, a component of Revenues,
when our collaboration partners are the principal in the transaction and we recelve a share of their net sales or profits. Alliance revenues are
recorded when our collaboration partners ship the product and titie passes to their customer. The related expenses for selliing and marketing
these products are included in Selling, informational and administrative expenses. In collaborative arrangements where we manufacture a
preduct for cur collaboration partners, we record revenues when our collaboration partners sell the product and titie passes to their customers.
All royalty payments to collaboration partners are included in Cosf of sales. Royalty payments received from collaboration partners are
included in Other income)/deductions—net.

Trade Accounts Receivable—Trade accounts receivable are stated at their net realizable value. The allowance against gross trade accounts
receivable refiects the best estimate of probable losses inherent in the receivables portfolio determined on the basis of historical experience,
specific allowances for known troubled accounts and other current information. Trade accounts receivable are written off after ali reasonable
means to collect the full amount (including litigation, where appropriate) have been exhausted.

H. Cost of Sales and Inventories

We carry inventories at the lower of cost or net realizable value. The cost of finished goods. work in process and raw materials is determined
using average actual cost. We regularly review cur inventories for impairment and reserves are established when necessary.

f. Selling, Informational and Administrative Expenses

Selling, informational and administrative costs are expensed as incurred. Among cther things, these expenses include the internal and
external costs of marketing. advertising, shipping and handiing, information technology and legal defense.

Advertising expenses totaled approximately $3.1 billion in 2017, $3.2 bilion in 2016 and $3.1 billion in 2015. Production costs are expensed as
incurred and the costs of radio time, television time and space in publications are expensed when the related advertising occurs.

J. Research and Development Expenses

R&D costs are expensed as incurred. These expenses include the costs of our proprietary R&.D efforts, as well as costs incurred in connection
with certain licensing arrangements. Before a compound receives regulatory approval, we record upfront and milestone payments made by us
to third parties under licensing arrangements as expense. Upfront payments are recorded when incurred, and milestone payments are
recorded when the specific milestone has been achieved. Once a compound receives regulatory approval, we record any milestone payments
in Identifiable intangible assets, less accumulated amortization and, unless the asset is determined to have an indefinite life, we amortize the
payments on a straight-line basis over the remaining agreement term or the expected product life cycle, whichever is shorter.

R&D expenses related to upfront and milestone payments for intellectual property rights totaled $168 million in 2017, $82 millicn in 2016 and
$429 million in 2015. For additional information, see Note 2C.

K. Amortization of Intanagible Assets Depreciation and Certain Lond-Lived Assets

Long-lived assets include:

« Property, plant and equipment, less accumulated depreciation—These assets are recorded at cost and are increased by the cost of any
significant improvements after purchase. Property, plant and equipment assets, other than fand and construction in progress, are
depreciated on a straight-line basis over the estimated useful life of the individual assets. Depreciation begins when the asset is ready for its
intended use. For tax purposes, accelerated depreciation methods are used as allowed by tax laws.
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« fdentiflable intangible assets, less accumulated amortization—These acquired assets are recorded at fair value. intangible assets with finite
lives are amortized on a straight-line basis over their estimated useful lives. Intangible assets with indefinite lives that are associated with
marketed products are not amortized until a useful life can be determined. Intangible assets associated with tPR&D projects are not
amortized until approval is obtained in a major market, typically either the U.S. or the EU, or in a series of other countries, subject to certain
specified condiions and management judgment. The useful life of an amortizing asset generally is determined by identifying the period in
which substantially all of the cash flows are expected tc be generated.

« Goodwill—Goodwill represents the excess of the consideration transferred for an acquired business over the assigned values of its net
assets. Goodwill is not amertized.

Amortization expense related to finite-lived acquired intangible assets that contribute to our ability to sell, manufacture, research, market and
distribute products, compounds and intellectual property is inciuded in Amortization of intangible assets as these intangible assets benefit
multiple business functions. Amortization expense related to intangible assets that are associated with a single function and depreciation of
property, plant and equipment are included in Cost of sales, Selling, informational and administrative expenses and/or Research and
development expenses, as appropriate.

We review all of our leng-lived assets for impairment indicators throughout the year. \We perform impairment testing for indefinite-lived
intangible assets and goodwill at least annually and for all other long-lived assets whenever impairment indicators are present. When
necessary, we record charges for impairments of long-lived assets for the amount by which the fair value is less than the carrying value of
these assets.

Specifically:

« For finite-lived intangible assets, such as developed technology rights, and for other long-lived assets, such as property, ptant and
equipment, whenever impairment indicators are present, we calculate the undiscounted value of the projected cash flows associated with
the asset, or asset group. and compare this estimated amount te the carrying amount. If the carrying amount is found to be greater, we
record an impairment toss for the excess of book value over fair value. In addition, in all cases of an impairment review, we re-evaluate the
remaining useful lives of the assets and medify them, as appropriate.

« Forindefinite-lived intangible assets, such as Brands and IPR&D assets, when necessary, we determine the fair value of the asset and
record an impairment toss. if any. for the excess of book value over fair value. In addition, in all cases of an impairment review other than for
IPR&D assets, we re-evaluate whether continuing to characterize the asset as indefinite-lived is appropriate.

« For goodwill, when necessary, we determine the fair value of each reporting unit and compare that value to its book value. If the carrying
amount is found to be greater, we then determine the implied fair value of goodwill by subtracting the fair value of all the identifiable net
assets other than goodwill from the fair value of the reporting unit and record an impairment loss, if any, for the excess of the book value of
goodwill over the implied fair value.

impairment reviews can involve a complex series of judgments about future events and uncertainties and can rely heavily on estimates and
assumptions. For information about the risks associated with estimates and assumptions, see Note 1C.

L. Restructuring Charges and Certain Acquisition-Related Costs

We may incur restructuring charges in connection with acquisitions when we implement plans to restructure and integrate the acquired
operations or in connection with our cost-reduction and productivity initiatives. Included in Restructuring charges and certain acquisition-
related costs are all restructuring charges, as weill as certain other costs associated with acquiring and integrating an acguired business. ifthe
restructuring action results in a change in the estimated useful life of an asset, that incremental impact is classified in Cost of sales, Selling,
informational and adminisirative expenses andfor Research and development expenses, as appropriate. Termination costs are generally
recorded when the actions are probable and estimable. Transaction costs, such as banking, legal, accounting and other costs incurred in
connection with a business acquisition are expensed as incurred.

Amounts recorded for restructuring charges and other associated costs can result from a complex series of judgments about future events and
uncertainties and can rely heavily on estimates and assumpticns. For information about the risks asscciated with estimates and assumptions,
see Note 1C.

M. Cash Equivalents and Statement of Cash Flows

Cash equivalents include items almost as liquid as cash, such as certificates of deposit and time deposits with maturity periods of three
months or less when purchased. If items meeting this definition are part of a larger investment pool, we classify them as Short-term
investments.

Cash flows associated with financial instruments designated as fair value or cash flow hedges may be included in cperating, investing or
financing activities, depending on the classification of the items being hedged. Cash flows associated with financial instruments designated as
net investment hedges are classified according to the nature of the hedge instrument. Cash flows associated with financial instruments that do
not qualify for hedge accounting treatment are classified according to their purpose and accounting nature.

N. Investments and Derivative Financial Instruments

Our investments are comprised of the following: trading funds and securities, available-for-sale securities, held-to-maturity securities (when we
have both the positive intent and ability to hold the investment to maturity) and private equity securities. The classification of an investment can
depend on the nature of the investment, our intent and ability to hold the investment, and the degree to which we may exercise influence.

« Trading securities are carried at fair vaive, with changes in fair value reported in Other (income) /deductions—net.
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Available-for-sale debt and equity securities are carried at fair value, with changes in fair value reported in Other comprehensive income/
(loss) until realized.

Held-to-maturity debt securities are carried at amortized cost.

Private equity securities are carried at equity methed or at cost method. For equity investments where we have significant influence over the
financial and operating policies of the investee, we use the equity-method of accounting. Under the equity-method, we record our share of
the investee's income and expenses in Other (income)/deductions—net. The excess of the cost of the investment over our share of the
equity of the investee as of the acquisition date is allocated to the identifiable assets of the investee, with any remaining excess amount
allocated to goodwill. Such investments are initially recorded at cost, which typically does not include amounts of contingent consideration.

Realized gains or losses on sales of investments are determined by using the specific identification cost method.

We regularly evaluate all of our financial assets for impairment. For investments in debt and equity securities, when a decline in fair value, if
any, is determined to be other-than-temporary, an impairment charge is recorded and a new cost basis in the investment is established.

Derivative financial instruments are carried at fair value in various balance sheet categories (see Note 7A), with changes in fair value reported
in Met income or, for derivative financial instruments in certain qualifying hedging relationships, in Other comprehensive income/(loss) (see
Note 7F).

Asingie estimate of fair value and impairment reviews can involve a complex series of judgments about future events and uncertainties and
can rely heavily on estimates and assumptions. For information about the risks associated with estimates and assumptions, see Nofe 1C.

Q. Tax Assets and Liabilities and Income Tax Contingencies

Current tax assets primarily includes (i) tax effects associated with intercompany transfers of assets within our consolidated group, which are
recognized in the consclidated statement of income when the asset transferred is sold to a third-party or recovered through ameortization of the
asset's remaining economic life; and (i} income tax receivables that are expected to be recovered either as refunds from taxing autherities or
as a reduction to future tax obligations.

Deferred tax assets and Habilities are recognized for the expected future tax consequences of differences between the financial reporting and
tax bases of assets and liabilities using enacted tax rates and laws, including the recently enacted TCJA. We provide a valuation allowance
when we believe that cur deferred tax assets are not recoverable based on an assessment of estimated future taxable income that
incorporates ongeing, prudent and feasible tax-planning strategies, that would be implemented, if necessary, to realize the deferred tax assets.
All deferred tax assets and liabilities within the same tax jurisdiction are presented as a net amount in the noncurrent section of our
censolidated balance sheet.

Cther taxes payable includes liabilities for uncertain tax positions and an estimate of the repatriation tax liability on the deemed repatriated
accumulated post-1986 foreign earnings recorded in connection with the TCJA for which we plan to elect payment over eight years through
2026. See Note 5A for additional information.

We account for income tax contingencies using a benefit recognition model. If we consider that a tax position is more likely than not to be
sustained upon audit, based solely on the technical merits of the position, we recognize the benefit. We measure the benefit by determining
the amount that is greater than 50% likely of being realized upon settlement, presuming that the tax positicn is examined by the appropriate
taxing authority that has fult knowledge of all relevant information.

Under the benefit recognition model, if our initial assessment fails to result in the recognition of a tax benefit, we regularly monitor our position
and subsequently recognize the tax benefit: (i) if there are changes in tax law, analogous case law or there is new information that sufficiently
raise the likelihood of prevailing on the technical merits of the position to “more iikely than not™; (i) if the statute of limitations expires; or (iii}) if
there is a compietion of an audit resuiting in a favorable settiement of that tax year with the appropriate agency. We regularty re-evaluate our
tax positions based on the results of audits of federal, state and foreign income tax filings, statute of limitations expirations, changes and
clarification in tax law or receipt of new information that would either increase or decrease the technical merits of a position relative to the
more-likely-than-nct standard. Liabilities associated with uncertain tax positions are classified as current only when we expect to pay cash
within the next 12 menths. interest and penalties, if any, are recorded in Provision/{benefif) for taxes on income and are classified on our
consolidated balance sheet with the related tax liability. Given the significant changes resulting from and complexities associated with the
TCJA, the estimated financial impacts for 2017 are provisional and subject to further analysis, interpretation and clarification of the TCJA,
which could result in changes to these estimates during 2018. For additional information. see Note 5A.

Amounts recorded for valuation allowances and income tax contingencies can result from a complex series of judgments about future events

and uncertainties and can rely heavily on estimates and assumptions. For information about the risks associated with estimates and
assumptions, see Note 1C.
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P. Pension and Postretirement Benefit Plans

The majority of cur employees worldwide are covered by defined benefit pension plans, defined contribution plans or beth. In the U.S., we
have both qualified and supplemental (non-qualified) defined benefit and defined contribution plans. as well as other postretirement benefit
plans consisting primarily of medicat insurance for retirees. We recognize the overfunded or underfunded status of each of our defined benefit
plans as an asset or liahility on our consolidated balance sheet. The chligations are generally measured at the actuarial present value of all
benefits attributable to employee service rendered, as provided by the applicable benefit formula. Our pension and other postretirement
cbligations may include assumptions such as expected employee turnover and participant mortality. For our pension plans, the cbligation may
alse include assumptions as to future compensaticn levels. For our other postretirement benefit plans, the obligation may include assumptions
as to the expected cost of providing medical insurance benefits, as well as the extent to which those costs are shared with the employee or
others (such as governmental programs). Plan assets are measured at fair value. Net periodic benefit costs are recognized, as required, into
Cost of sales, Selling, informational and adminisirative expenses andfor Research and development expenses, as appropriate.

Amounts recorded for pension and postretirement benefit plans can result from a complex series of judgments about future events and
uncertainties and can rely heavily on estimates and assumptions. For information about the risks asscciated with estimates and assumptions,
see Note 1C.

Q. Legal and Environmental Contingencies

We and certain of our subsidiaries are subject to numerous contingencies arising in the ordinary course of business, such as patent litigation,
preduct liability and other product-related litigation, commercial litigation, environmental claims and proceedings. government investigations
and guarantees and indemnifications. We record accruals for these contingencies te the extent that we conclude that a loss is both probable
and reasonably estimable. If some amount within a range of loss appears to be a better estimate than any other amount within the range, we
accrue that amount. Alternatively, when no amount within a range of loss appears to be a better estimate than any other amount, we accrue
the lowest amount in the range. We record anticipated recoveries under existing insurance contracts when recovery is assured.

Amounts recorded for contingencies can result from a complex series of judgments about future events and uncertainties and can rely heavily
on estimates and assumptions. For information about the risks associated with estimates and assumptions, see Note 1C.

R. Share-Based Payments

Cur compensation programs can include share-based payments. Generally, grants under share-based payment programs are accounted for
at fair value and these fair values are generally amortized on a straight-line basis over the vesting terms into Cost of sales, Sefiing,
informational and administrative expenses andfor Research and development expenses, as appropriate.

Amounts recorded for share-based compensation can resuit from a complex series of judgments about future events and uncertainties and
can rely heavily on estimates and assumptions. For information about the risks associated with estimates and assumptions, see Nofe 1C.

Note 2. Acquisitions, Sale of Hospira Infusion Systems Net Assets, Research and Development
and Coliaborative Arrangements, Equity-Method Investments and Cost-Method Investment

A. Acquisitions

AstraZeneca's Small Melecule Anti-Infectives Business (EH)

On December 22, 2016, which falls in the first fiscal quarter of 2017 for our international operations, we acquired the development and
commercialization rights to AstraZeneca's small motecule anti-infectives business, primarily outside the U.S. | including the commercialization
and development rights to the newly approved EU drug Zavicefta™ (ceftazidime-avibactam), the marketed agents Merrem™ /Meronem™
(meropenem) and Zinforo™ (ceftaroline fosamil). and the clinical development assets ATM-AV] and CXL (ceftaroline fosamii-AVl). Under the
terms of the agreement, we made an upfront payment of approximately $552 million to AstraZeneca upon the close of the transaction and an
additional $3 million payment for a contractual purchase price adjustment in the second quarter of 2017. We aiso made a $50 million
milestone payment in the second quarter of 2017, we made an additional milestone payment of $125 million in our first fiscal quarter of 2018
and we will make a deferred payment of $175 million to AstraZeneca in January 2019. In addition, AstraZeneca may be eligible to receive an
additional milestone payment of $75 millicn if the related milestone is achieved prior to December 31, 2021, and up to $600 million if sales of
Zavicefta™ exceed certain thresholds prior to January 1, 2026, as well as tiered royalties on sales of Zavicefta™ and ATM-AVI in certain
markets for a period ending on the later of 10 years from first commercial sale or the loss of patent protection or foss of regulatory exclusivity.
The total royalty payments are unlimited during the royalty term and the undiscounted payments are expected te be in the range of
approximately $250 million to $425 million. The total fair vaiue of consideration transferred for AstraZeneca's small molecule anti-infectives
business was approximately $1,045 million, which includes $555 million in cash, plus the fair vaiue of contingent consideration of $490 million
(which is composed of the deferred payment, the $50 million milestone payment made in the second quarter of 2017, the $125 million
rilestone payment made in our first fiscal quarter of 2018 and the future expected milestone and royalty payments). In connection with this
acquisition, we provisionally recorded $879 million in /dentifiable intangible assets, primarily consisting of $660 millien in Devefoped
technology rights and $219 millicn in {PR&D. We also recorded $92 million in Other current assets related to the economic value of inventory
which was retained by AstraZeneca for sale on cur behalf, $92 million in Goodwill and $17 million of net deferred tax liabilities. The allocation
of the consideration transferred to the assets acquired and the liabilities assumed has not been finalized.
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Medivation, Inc. {IH

On September 28, 2016. we acquired Medivation for $81.50 per share. The total fair value of consideration transferred for Medivation was
approximately $14.3 billion in cash ($13.9 billion, net of cash acquired). Of this consideration, approximately $365 million was not paid as of
December 31, 2016, and was recorded in Other current liabilities. The remaining consideration was paid as of December 31, 2017. Medivation
is a wholly-owned subsidiary of Pfizer. Medivation is a biopharmaceutical company focused on deveioping and commercializing smail
molecules for oncology. Medivation's portfolio includes Xtandi (enzalutamide}, an androgen receptor inhibitor that blocks multiple steps in the
androgen receptor signaling pathway within tumor celis. Xtandi is being developed and commercialized through a collaboration with Astellas.
Astellas has exclusive commercialization rights for Xtandi outside the U.S. In addition, Medivation has a development-stage oncology asset in
its pipeline, talazoparib, which is currently in a Phase 3 study for the treatment of BRCA-mutated breast cancer. In connection with this
acquisition, we recorded $12.2 billion in Identifiable intangible assefs, primarily consisting of $8.1 billion of Developed technology rights with an
average useful life of approximately 12 years and $4.1 billion of IPR&D, and recorded $6.1 billion of Goodwill, $4.0 billion of net income tax
liabilities, and $259 million of assumed contingent consideration. In 2017 and 2016, we recorded measurement period adjustments to the
estimated fair values initially recorded in 2016, which resulted in a reduction in /dentifiable intangible assets of approximately $1.0 billion with a
corresponding change to Goodwill and net income tax liabilities. The measurement period adjustments were recorded to better reflect market
participant assumpticns about facts and circumstances existing as of the acquisition date. The 2017 results include a decrease of
approximately $38 million to Amortization of intangible assets which reflects the cumulative pre-tax impact of the measurement period
adjustments to fdentifiable intangible assets that were amortized tc the income statement since the acquisition date. The measurement period
adjustments did not result from intervening events subsequent to the acquisition date. The final allocation of the consideration transferred to
the assets acquired and the liabilities assumed has been completed.

Bamboo Therapeutics, Inc. {IH}

OCn August 1, 2016, we acquired all the remaining equity in Bamboo, a privately-held biotechnology company focused on developing gene
therapies for the potential treatment of patients with certain rare diseases relating to neuromuscular conditions and those affecting the central
nervous system, for $150 million, plus potential milestone payments of up to $495 million contingent upeon the progression of key assets
through development, regulatory approval and commercialization. The total fair value of the consideration transferred for Bambco was
approximately $343 million, including cash of $13¢ million ($101 million, net of cash acquired), contingent consideration of $167 million,
censisting of milestone payments, and the fair value of Pfizer's previously held equity interest in Bamboc of $45 miillicn. We previously
purchased a minority stake in Bamboo in the first quarter of 2016 for a payment of approximately $43 million. Upon acquiring the remaining
interest in Bamboo in the third quarter of 2016, we recegnized a gain of $2 million on our existing investment in Other (income) deductions—
net over the one-year aliocation period. This acquisition provides us with several clinical and pre-clinical assets that complement our rare
disease portfolio, an advanced recombinant AAV vector design and production technology, and a fully functional Phase 1/l gene therapy
manufacturing facility. Bamboo is a wholly-owned subsidiary of Pfizer. In connection with this acquisition, we recorded $330 million of
Identifiable intangible assets, consisting entirely of IPR&D. We also recorded $142 million of Goodwill and $84 million of net deferred tax
liabilities. The finat altocation of the consideration transferred to the assets acquired and the liabilities assumed has been completed.

Anacor Pharmaceuticals, Inc. (iH)

On June 24, 2016, we acquired Anacor for $89.25 per share. The total fair value of consideration transferred for Anacor was approximately
$4.9 billion in cash ($4.5 billion net of cash acquired), plus $698 million debt assumed. Anacor is a whoily-owned subsidiary of Pfizer. Anacor is
a biopharmaceutical company focused on novel small-molecule therapeutics derived from its boron chemistry platform. Anacor's crisaborole, a
non-steroidat topical PDE-4 inhibitor with anti-inflammatory properties, was approved by the FDA on December 14, 2016 under the trade
name, Eucrisa. In connection with this acquisition, we recorded $698 million as the fair value of notes payable in cash, and recorded $4.9
biltion in Identifiable intangible assets, primarily consisting of $4.8 billion of IPR&D, and recorded $646 million of Goodwill and $346 million of
net income tax liabilities. The final allocation of the consideration transferred to the assets acquired and the liabilities assumed has been
completed.

Hospira, inc. (EH}

On September 3, 2015, we acquired Hospira, a leading provider of sterile injectable drugs and infusion technologies as wel as a provider of
biosimilars, for $90 per share in cash. The total fair value of consideraticn transferred for Hospira was approximately $16.1 billion in cash
($15.7 billien, net of cash acquired). Hospira is a subsidiary of Pfizer and its commercial operations are included in the EH segment.

Hospira's principal business was the development, manufacture, marketing and distribution of generic acute-care and oncology injectables,
biesimilars and integrated infusion therapy and medication management systems (see Note 2B below). Hospira's broad portfolio of products is
used by hospitals and alternate site providers, such as clinics, home healthcare providers and fong-term care facilities. We believe our
acquisition of Hospira has strengthened cur EH business, as EH now has a broadened portfclic of generic and branded sterile injectables,
marketed biosimilars and biosimitars in development.
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The following table summarizes the amounts recognized for assets acquired and liabilities assumed as of the acquisition date:

Amounts Recognized
as of Acquisition Date

(MILLICNS CF DOLLARS) Final
Working capital, exciuding inventories™ $ 342
Inventories 1,901
PP&E 2,352
Identifiable intangible assets, exciuding iPR&D™ 8,290
IPR&D 1,030
Other noncurrent assets 362
Long-term debt (1.928)
Benefit obligations (117}
Net income tax accounts'™ (3.380)
Other noncurrent liabilities (61)
Total identifiable net assets 8,791
Goodwill 7,295
Net assets acquiredAotal consideration transferred $ 16,087
*includes cash and cash equivalents, short-term investments, accounts receivable, other current assets, assets held for sale, accounts payable and other current
liahilities.

" Comprised of finite-lived developed technology rights with a weighted-average life of approximately 17 years ($7.7 billion) and other finite-lived identifiable
intangible assets with a weighted-average life of approximately 12 years ($570 million).

' Final amounts recognized as of the acquisition date, included in Current tax assets ($57 million), Noncurrent deferred tax assets and other noncurrent tax
assets (358 million). fncome taxes payable ($5 million}, Noncurrernt deferred tax Habilties ($3.4 billion) and Other taxes payable (3101 million, including accrued
interest of $5 million).

As of the acquisition date, the fair value of accounts receivabie approximated the book value acguired. The gross contractual amount
receivable was $565 millicn, of which $12 millicn was not expected to be collected.

in the ordinary course of business, Hospira incurred liabilities for environmental, legal and tax matters, as weil as guarantees and
indemnifications. These matters may include contingencies. Except as specifically excluded by the relevant accounting standard,
centingencies are required to be measured at fair value as of the acquisition date if the acquisition-date fair value of the asset cr liability arising
from a contingency can be determined. If the acquisition-date fair value of the asset or liability cannot be determined, the asset or liability
wauld be recognized at the acquisition date if both of the following criteria are met: (i) it is probable that an asset existed or that a lrability had
been incurred at the acquisition date, and (i) the amount of the asset or liability can be reasonably estimated

« Environmental Matters—In the ordinary course of business, Hospira incurred liabilities for environmental matters such as remediation work,
asset retirement obligations and environmental guarantees and indemnifications. The contingencies for environmental matters are not
significant to Pfizer's financial statements

t egal Mafters—Hospira is invclved in various legal proceedings, including product liability, patent, commercial, antitrust and environmentat
matters and government investigations, of a nature considered normal te its business. The contingencies arising from legal matters are not
significant to Pfizer's financial statements

+ Tax Matters—In the ordinary course of business, Hospira incurred liabilities for income taxes. income taxes are exceptions to both the
recognition and fair value measurement principles associated with the accounting for business combinations. Reserves for income tax
contingencies continue to be measured under the benefit recognition model as previcusly used by Hospira. Net liabiiities for income taxes
approximate $3.4 billicn as of the acquisition date, which included $109 million for uncertain tax positions, The net tax liability included the
recording of additicnal adjustments of approximately $3.2 billion for the tax impact of fair value adjustments and approximately $719 miliion
for income tax matters that we intend to resolve in a manner different from what Hospira had planned or intended. For exampie, because
we planned to repatriate certain overseas funds, we provided deferred taxes on Hospira's unremitted earnings for which no taxes had been
previously provided by Hospira as it was Hospira's intention to indefinitely reinvest those earnings.

Goodwill is calculated as the excess of the consideration transferred over the net assets recognized and represents the future economic

benefits arising from other assets acquired that could not be individually identified and separately recognized. Specifically, the goodwill

recorded as part of the acguisition of Hospira includes the following:

« the expected specific synergies and other benefits that we believe will result from combining the operations of Hospira with the operations of
Pfizer;

any intangible assets that do not qualify for separate recognition, as well as future, as yet unidentified projects and products; and

« the value of the going-concern etement of Hospira's existing businesses {the higher rate of return on the assembied collection of net assets
versus if Pfizer had acquired all of the net assets separatety).

Goodwill is not amertized and is not deductible for tax purposes. All of the goodwill related to the acquisition of Hospira is related to our EH
segment (see Nofe 10 for additional information).
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Actual and Pro Forma Impact of Acquisition—The following table presents information for Hospira's operations that are included in Pfizer's
censolidated statements of income beginning from the acquisition date, September 3, 2015 through Pfizer's domestic and international year-
ends in 2015 {see Note 1A):

December 31,

(MILLIGMNS QF DOLLARS) 2015
Revenues $ 1513
Net loss attributable to Pfizer Inc. commeon shareholders™ (575)

63

includes purchase accounting charges related to the provisional estimated fair values recognized as of the acquisition date for (i) the fair value adjustment for
acquisition-date inventory that has been sold ($378 million pre-tax); (ii) amortization expense related to the fair value of identifiable intangible assets acquired
from Hospira ($161 million pre-tax); (iii} depreciation expense related to the fair value adjustment of fixed assets acquired from Hospira ($34 million pre-tax ):
and (iv) amortization expense related to the fair value adjustment of long-term debt acquired from Hospira ($13 miflion income pre-tax), as well as restructuring
and integration costs ($558 milfion pre-tax).

The following table provides supplemental pro forma information as if the acquisition of Hospira had occurred on January 1, 2014:

Unaudited Supplemental Pro Forma
Consclidated Results

(MILLIGMNS OF DOLLARS, EXCEPT PER COMMCHN SHARE DATA} Year Ended December 31, 2015

Revenues $ 52.082
Net income attributable to Pfizer Inc. commeon shareholders 7.669
Diluted EPS attributable to Pfizer Inc. common shareholders 123

The unaudited supptemental pro forma consolidated results were prepared using the acquisition method of accounting and do not purport to
reflect what the combined company's results of operations would have been had the acquisition cccurred on January 1. 2014, nor do they
project the future results of operations of the combined company or reflect the expected realization of any cost savings associated with the
acquisition. The actual results of cperations of the combined company may differ significantly from the pro forma adjustments reflected here
due to many factors. The unaudited supplemental pro forma financial information includes various assumptions, including those related to the
purchase price allocation of the assets acquired and the liabilities assumed from Hospira.

The unaudited supptemental pro forma consolidated results reflect the histeorical financial information of Pfizer and Hospira, adjusted to give
effect to the acquisition of Hospira as if it had cccurred on January 1, 2014, primarily for the following pre-tax adjustments in 2015:

+ Elimination of Hospira's historical intangible asset amortization expense (approximately $33 million).

- Additional amortization expense (approximately $342 million) related to the fair value of identifiable intangible assets acquired.

+ Additional depreciation expense (approximately $52 million) related to the fair value adjustment to PP&E acquired.

« Adjustment related to the non-recurring fair value adjustment to acquisition-date inventory estimated to have been scid (the elimination of
$364 million of charges).

+ Adjustment to decrease interest expense (appreximately $18 million) refated to the fair value adjustment of Hespira deht.

- Adjustment for non-recurring acquisition-refated costs directly attributable to the acquisition (the eliminaticn of $877 million of charges).
reflecting non-recurring charges incurred by beth Hospira and Pfizer which would have been recorded in 2014 under the pro forma
assumption that the Hospira acquisition was completed on January 1, 2014.

The above adjustments were adjusted for the applicable tax impact. The taxes asscciated with the adjustments related to the fair value
adjustment for acquired intangible assets, PP&E, inventory and debt reflect the statutory tax rates in the various jurisdictions where the
adjustments are expected to be incurred. The taxes associated with elimination of Hospira's histerical intangible asset amortization expense
and the adjustment for the acquisition-related costs directly attributable to the acquisition were based on the tax rate in the jurisdiction in which
the related deductible costs were incurred.

Marketed Vaccines Business of Baxter Internaticnal Inc. (IH)

On December 1, 2014 (which fell in the first fiscal quarter of 2015 for our international operations), we acquired Baxter's portfolio of marketed
vaccines for a final purchase price of $648 million. The portfolio that was acquired consists of NeisVac-C and FSME-IMMUN/TicoVac.
NeisVac-C is a vaccine that helps protect against meningitis caused by group C meningoceccal meningitis and FSME-IMMUN/TicoVac is a
vaccine that helps protect against tick-borne encephailitis. In connection with this acquisition, we recorded $376 million in {dentifiable intangible
assets, primarily consisting of $371 million in Developed technology rights. We also recorded $194 million of fnventories and $12 million in
Goodwill. The final allocation of the consideration transferred to the assets acquired and the liabilities assumed has been completed.

B. Sale of Hospira Infusion Systems Net Assets to ICU Medical, Inc. {EH})

On October 6, 2016, we announced that we entered into a definitive agreement under which ICU Medical agreed to acquire all of our glcbal
infusion systems net assets, HIS. for approximately $1 billion in cash and ICU Medical commeon stock. HIS includes IV pumps, solutions. and
devices. As a resuit of the performance of HIS relative to ICU Medical's expectations, on January 5, 2017 we entered into a revised agreement
with ICU Medical under which ICU Medical would acquire HIS for up to approximately $300 million, composed of cash and contingent cash
censideration, ICU Medical commeon stock and seller financing.

The revised transaction closed on February 3, 2017. At closing. under the terms of the revised agreement, we received 3.2 million newly
issued shares of ICU Medical commen stock (as criginally agreed), which we initially valued at approximately $428 million {(based upon the
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closing price of ICU Medical common stock on the closing date less a discount for lack of marketability) and which are reported as available-
for-sale equity securities at fair value in Long-term investments on the consolidated balance sheet as of December 31, 2017, a promissory
note in the amount of $75 milion. which was repaid in full as of December 31, 2017, and net cash of appreximately $200 million before
customary adjustments for net working capital, which is reported in Other investing actlivities, net on the consclidated statement of cash flows
for the year-ended December 31, 2017, In addition, we are entitied to raceive a contingent amount of up te an additional $225 million in cash
based on ICU Medical's achievement of certain cumulative performance targets for the combined company through December 31, 2019. After
receipt of ICU Medical shares, we own approximately 16% of ICU Medical. We have agreed to certain restrictions on transfer of our iCU
Medical shares for 18 months after the closing date. We recognized pre-tax iosses of approximately $535 million in 2017 in Other (income)/
deductions—net, representing adjustments to amounts previously recorded in 2016 to write down the HIS net assets to fair value less costs to
sell. For additional information, see Note 4

While we have received the full purchase price excluding the contingent amount as of the February 3, 2017 closing, the sale of the HIS net
assets was not completed in certain non-U.S. jurisdictions due to temporary regulatory or operational constraints. In these jurisdictions, which
represent a relatively small portion of the HIS net assets, we have continued to operate the net assets for the net economic benefit of ICU
Medical, and we are indemnified by ICU Medical against risks associated with such operations during the interim period, subject to our
cbligations under the definitive transaction agreements. Sales of the HIS net assets have occurred in certain of these jurisdictions as of
December 31, 2017 and we expect the sale of the HIS net assets in the remaining jurisdictions to be fully completed by the first quarter of
2018. As such, and as we have already received all of the non-contingent proceeds from the sale and ICU Medical is contractually obligated to
complete the transaction, we have treated these jurisdictions as sold for accounting purposes.

In connection with the sale transaction, we entered into certain transitional agreements designed to facilitate the orderly transition of the
HIS net assets to ICU Medical. These agreements primarily relate to administrative services, which are generally to be provided for a period
of up to 24 months after the closing date. We will also manufacture and supply certain HiS preducts for ICU Medical and ICU Medical will
manufacture and supply certain retained Pfizer products for us after closing, generally for a term of five years. These agreements are not
material to Pfizer and none confers upon us the ability te influence the operating and/or financial policies of ICU Medical subsequent te the
sale.

At December 31, 2016, we determined that the carrying value of the HIS net assets held for sale exceeded their fair vaiue less estimated costs
to sell, resulting in a pre-tax impairment charge of $1.7 billion, which is included in Other (income)/Adeductions——net (see Note 4). The decline
in value resulted from iower expectations as to future cash flows to be generated by HIS, primarily as a result of an increase in competition for
customer contracts and pricing factors that were not initially anticipated.

Assets and liabilities associated with HIS are presented as held for sale in the consolidated balance sheet as of December 31, 2016. The HIS
assets heid for sale are reported in Assets field for sale and HIS liabilities held for sale are reported in Other current liabifities. The amounts
associated with HIS, as well as other assets classified as held for sale consisted of the following:

As of December 31,
{(MILLICMS CF DOLLARS) 2017 2016
Assets Held for Sale

Inventories $ — 8 377
PFP&E — 457
Identifiable intangible assets — 1,319
Goodwill — 119
Other assets — 152
Less: adjustment to HIS assets for net realizable value™ — {1,681)
Total HIS assets held for sale — 743
Other assets held for sale’™ 12 58
Assets held for sale $ i2 § 801
Liabilities Held for Sale

Accrued compensation and related items $ — $ 54
Other liabilities — 103
Total HIS liahilities held for sale $ =5 157

" Far 2018, we recorded an adjustment to HIS assets for net realizable value of $1,681 million plus estimated costs to sell of $31 million for a total impairment on
HIS net assets of $1,712 million.
"® Other assets held for sale consist primarily of PP&E and other assets.

C. Research and Develcpment and Cellaborative Arrangements

Research and Development Arrangement with NovaQuest Co-Investment Fund Il L.P.

On November 1, 2016, we announced the discontinuation of the global clinical development program for bococizumab. During December
2016, $31.3 million was refunded to NovaQuest representing amounts NovaQuest prepaid for development costs (under the May 2016
agreement described below) that were not used for program expenses due to the discontinuation of the development program. No additional
payments have been or are expected to be received from or paid to NovaQuest under this agreement, which was effectively terminated on
November 18, 2016.
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In May 2016, our agreement with NovaQuest became effective, under which NovaQuest agreed to fund up to $250 million in development
costs related to certain Phase il clinical trials of Pfizer's bococizumab compound and Pfizer agreed to use commercially reasonable efforts to
develop and obtain regulatory approvals for such compound. NovaQuest's development funding was expected to cover up to 40% of the
development costs and was to be received over five quarters during 2016 and 2017. As there was a substantive and genuine transfer of risk to
NovaQuest, the development funding applicable to program expenses during 2016 was recognized as an obligation to perform contractual
services and therefore has been recognized as a reduction of Research and development expenses as incurred. The reduction to Research
and deveiopment expenses for 2016 totaled $180.3 million.

Research and Development Arrangement with NovaQuest Co-Investment Fund V. L.P.

In April 2016, Pfizer entered intc an agreement with NovaQuest under which NovaQuest will fund up to $200 milion in development costs
related to certain Phase i} clinical trials of Pfizer's rivipansel compound and Pfizer will use commercially reasonable efforts to develop and
cbtain regulatory approvals for such compound. NevaQuest's development funding is expected to cover up te 100% of the development costs
and will be received over approximately 12 quarters from 2016 to 2019. As there is a substantive and genuine transfer of risk to NovaQuest.
the development funding is recognized by us as an obligation to perform contractual services and therefore is a reduction of Research and
development expenses as incurred. The reduction to Research and development expenses totaled $72.1 million for 2017 and $46.6 miltion for
2016. Following potential regulatory approval, NovaQuest wilt be eligible to receive a combination of fixed milestone payments of up to
approximately $267 million in total, based on achievement of first commercial sale and certain fevels of cumulative net sales as well as
royalties on rivipansel net sales over approximately eight years. Fixed sales-based milestone payments will be recorded as intangible assets
and amortized to Amoriization of infangible assets over the estimated commercial life of the rivipansel product and royalties on net sales will
be recorded as Cost of sales when incurred.

Research and Development Arrangement with RP} Finance Trust

In January 2016, Pfizer entered into an agreement with RPI, a subsidiary of Royalty Pharma, under which RPI will fund up to $300 million in
development costs related to certain Phase iii clinical trials of Pfizer's Ibrance (palbociclib} product primarily for adjuvant treatment of hormone
receptor positive early breast cancer (the Indication). RPI's development funding is expected to cover up to 100% of the costs primarily for the
applicable clinical trials through 2021. As there is a substantive and genuine transfer of risk to RP, the development funding is recognized by
us as an obligation tc perform contractual services and therefore is a reduction of Research and development expenses as incurred. The
reduction to Research and development expenses totaled $75.6 million for 2017 and $44.3 million for 2018, If successful and upeon approval of
ibrance in the U.S. or certain major markets in the EU for the indication based on the applicable clinical trials, RPI will be eligibie to receive a
cembination of approvalk-based fixed milestone payments of up to $250 millicn dependent upon results of the clinical trials and royaities on
certain tbrance sales over approximately seven years. Fixed milestone payments due upon approval will be recorded as intangible assets and
amortized to Amortization of intangible assets over the estimated commercial life of the Ibrance product and sales-based royalties will be
recorded as Cost of safes when incurred.

Collaborative Arrangements

in the normal course of business, we enter into collaborative arrangements with respect to in-line medicines, as well as medicines in
development that require completion of research and regulatory approval. Collaborative arrangements are contractual agreements with third
parties that involve a joint operating activity, typically a research and/or commercialization effort, where both we and our partner are active
participants in the activity and are exposed to the significant risks and rewards of the activity. Qur rights and obligations under our collaborative
arrangements vary. For example, we have agreements to co-promote pharmaceutical products discovered by us or cther companies, and we
have agreements where we partner to co-develop andfor participate together in commercializing, marketing, promoting, manufacturing and/or
distributing a drug product.

The following table provides the amounts and classification of payments {income/expense)) between us and our collaboration partners:
Year Ended December 31,

(MILLIGNS OF DOLLARS) 2017 2016 2015
Revenues—Revenues™ $ 606 § 659 $ 644
Revenues—Alliance revenues™ 2,927 1,746 1312

Total revenues from collaborative arrangements 3,533 2.405 1,956
Cost of sales'™ (329) (315) (282)
Selling. informational and administrative expenses'™ (54) (3) (287)
Research and development expenses'™ 222 64 (330)
Other income/deductions)—net" 249 542 482

i Represents sales to our partners of products manufactured by us.

Substantially all relates to amounts earned from our partners under co-promotion agreements. The increase in 2017 reflects an increase in alliance revenues

from Eliguis and Xtandi. The increase in 2016 reflects an increase in alliance revenues from Eliquis and the inclusion of Xtandi revenues resulting from the

acquisition of Medivation in September 20186, partially offset by the expiration ofthe Rebif co-promotion coliaboration at the end of 2015,

Primarily relates to royalties earned by our partners and cost of sales associated with inventory purchased from our partners.

Represents net reimbursements to our partners for selling, informational and administrative expenses incurred

Primarily relates to upfront payments and pre-approval milestone payments sarned by our partners as well as net reimbursements. The upfront and milestone

payments were as follows: $15 million in 2017, $15 million in 2016 and $310 million in 2015 (primarily related to our collaboration with OPKC, see below). 2017

and 2016 also include reimbursements related to our collaboration with Lilly (see below) of $147 million and $120 million, respectively.

! Primarily relates to royalties fram our collaboration partners. The decrsase in 2017 is due to the October 31, 2016 expiration of our 36 menth royaity arrangement
on sales of Enbretin the U.S. and Canada, partially offset by a full year of royalties earned in 2017, versus a partial year in 2016, on Xtandi ex-U.S. sales.

o

[E1)
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The amounts disclosed in the above table do not include transactions with third parties other than our coliaboration partners. or other costs
associated with the products under the collaborative arrangements.

In addition, in connection with our collaborative arrangements, we paid post-approval milestones to collaboration partners of $140 million in
2017 related to our collaboration with Merck KGaA (see below) and $20 million in 2015, These payments were recorded in Identifiable
intangible assets—Developed technology rights. We did nct pay post-approval milestones to collaboration partners in 2016. We also recorded
upfront and milestone payments from our coltaboration partners of $150 million in 2017, refated to our coltaboration with Merck and $200
million in 2015, related to our collaboration with Lilly (see below). These amounts were recorded in our consclidated balance sheets as
deferred revenue and are being recognized into Other (income)/deductions—net over a multi-year period.

Collaboration with Merck & Co.. Inc.

in 2013, we anncunced that we entered into a werldwide collaboration agreement, except for Japan, with Merck for the development and
cemmercialization of ertuglifiozin (PF-04$71729), our oral sedium glucese cotransporter (SGLT2} inhibitor for the treatment of type 2 diabetes.
Under the agreement, we collaborated with Merck on the clinical development of ertuglifiozin, and ertuglifiozin-containing fixed-dose
cembinations with metformin and Januvia (sitaghiptin} tablets which were approved by the FDA in December 2017 as Steglatro, Segluromet
and Stegiujan, respectively.

in the first quarter of 2017, we received a $90 million milestone payment from Merck upon the FDA's acceptance for review of the NDAs for
ertugiiflozin and two fixed-dose combinations (ertugliflozin plus Januvia (sitagliptin) and ertuglifiozin plus metformin), which has been deferred
and primarily reported in Other noncurrent liabilities and is being recognized in Other (income)/deductions——net over a multi-year period. VWe
are eligible for additional payments asscciated with the achievement of future regulatory and commercial mitestones. As of December 31,
2017, we were due a $60 million milestone payment from Merck in conjunction with the approval of ertuglifiozin by the FDA, which we received
in the first quarter of 2018. As of December 31, 2017, the $60 million due from Merck has been deferred and primarily reperted in Other
noncurrent iabilities. The Merck sales force will exclusively promote Steglatro and the two fixed-dose combination products and we will share
revenues and certain costs with Merck on a 60%/40% basis. with Pfizer having the 40% share. Pfizer will record its share of the collaboration
revenues as product sales as we supply the ertuglifiozin active pharmaceutical ingredient to Merck for use in the alltance products.

Collaboration with Eli Lilly 8 Company

in 2013, we entered intc a collaboration agreement with Lilly to jeintly develop and globaily commercialize Pfizer's tanezumab, which provides
that Pfizer and Lilly will equally share product-development expenses as well as potential revenues and certain product-related costs.
Following the decision by the FDA in March 2015 to lift the partial clinical hold on the tanezumab development program, we received a $200
rillion upfront payment from Lilly in accordance with the collaboration agreement between Pfizer and Lilly, which is recorded as deferred
revenue in our consolidated balance sheet and is being recognized intc Other (income)/deductions—net over a multi-year period beginning in
the second quarter of 2015. Pfizer and Lilly resumed the Phase 3 chronic pain program for tanezumab in July 2015. The FDA granted Fast
Track designation for tanezumab for the treatment of chronic pain in patients with OA and CLBP in June 2017. Under the collaboration
agreement with Lilly, we are eligible to receive additional payments from Lilly upen the achievement of specified regulatory and commercial
milestones.

Collaboration with OPKO Health, Inc.

We entered into a collaborative agreement with OPKO, which closed in January 2015, to develop and commercialize OPKO's long-acting
hGH-CTP for the treatment of GHD in adults and children, as well as for the treatment of growth failure in children born SGA who fail to show
catch-up growth by two years of age. In February 2015, we made an upfront payment of $295 millicn to OPKO, which was recorded in
Research and development expenses, and OPKO is eligible te receive up to an additional $275 million upon the achievement of certain
regulatery milestones. OPKC is also eligible to receive royalty payments associated with the commercialization of hGH-CTP for Aduit GHD,
which is subject to regulatory approval. Upon the launch of hGH-CTPR for Pediatric GHD, which is subject to regulatory approval, the royalties
will transition to tiered gross profit sharing for both hGH-CTP and our product, Genetropin.

Collaboration with Merck KGaA

in November 2014, we entered into a collaborative arrangement with Merck KGaA, to jointly develop and commercialize avelumab, the
proposed international non-proprietary name for the investigational anti-PD-L1 antibody (MSB0010718C), currently approved as Bavencio for
metastatic MCC and for patients with locally advanced or metastatic UC in certain countries and in development as a potential treatment for
multiple other types of cancer. We and Merck KGaA are exploring the therapeutic potentiat of this novel anti-PD-L1 antibody as a single agent
as well as in various combinations with our and Merck KGaA's bread portfolio of approved and investigational oncology therapies. We and
Merck KGaA are also combining resources and expertise to advance Pfizer's anti-PD-1 antibody into Phase 1 trials and explore novei
combinations. Under the terms of the agreement, in the fourth quarter of 2014, we made an upfront payment of $850 million to Merck KGaA
and Merck KGaA is eligible to receive regulatory and commercial milestone payments of up to approximately $2.0 billion. During 2017, we
made $140 million in milestone payments to Merck KGaA, which were recorded in /dentifiabie intangible assets—Developed technology
rights, for approvals of avelumab received in 2017 for the MCC indication in the U.S., the EU and Japan, and for the metastatic UC indication
in the U.S. Beth companies jointly fund all develcpment and commercialization costs, and spiit equally any profits generated from selling any
anti-PD-L1 or anti-PD-1 products from this collaboration. Also, as part of the agreement, we gave Merck KGaA certain co-promotion rights for
Xalkori in the U.S. and several other key markets.
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D. Equity-Method Investments

investment in Hisun Pfizer Pharmaceuticals Company Limited

in September 2012, we and Hisun, a teading pharmaceutical company in China, formed a new company, Hisun Pfizer, to develop,
manufacture, market and self pharmaceutical preducts, primarily branded generic products, predominately in China. Hisun Pfizer was
established with registered capital of $250 million, of which cur portion was $122.5 million. As a result of the contributions from beth parties,
Hisun Pfizer holds a broad portfolio of branded generics covering cardiovascular disease, infectious disease, oncology, mental heaith and
other therapeutic areas.

We have accounted for our interest in Hisun Pfizer as an equity-method investment, due to the significant influence we have had over the
operaticns of Hisun Pfizer through our board representation, minority veto rights and 49% voting interest. OQur investment in Hisun Pfizer has
been reported in Long-term investments. and our share of Hisun Pfizer's net income has been recorded in Gther (income)/deductions—net.

On November 10, 2017, we sold our 49% equity share in Hisun Pfizer to Sapphire | {HK) Holdings Limited, an investment fund managed by
Hillhouse Capital, for a total of $286 millicn in cash which included our carrying value of $270 million in cash plus $16 million to cover certain
taxes incurred on the transaction. As a result of the sale transaction, we recognized a loss of $81 million in the fourth quarter of 2017 for the
recognition in earnings of the currency translation adjustment associated with our investment. After the sale transaction, Hisun Pfizer wilt
change its name but will retain its current rights to manufacture, sell and distribute all of Hisun Ffizer's currently marketed and pipeline
preducts in China. VWe will provide technical, manufacturing and regulatory services in connection with a technology transfer process being run
by Hisun Pfizer to support Hisun Pfizer's objective that the preducts that we had previously licensed to Hisun Pfizer, will in the future, be
manufactured locally in China. We will continue to supply certain products to Hisun Pfizer for a pericd of time, after the sale transaction, to
facilitate a smooth transition.

In 2016, we determined that we had other-than-temporary declines in the value of Hisun Pfizer, and, therefore, we recognized a loss of $452
million in Other (income)/deductions——net (see Nofe 4), consisting of losses recognized in the first, second and fourth quarters of 2016. In the
first and second guarters of 2016, we determined that we had other-than-temporary declines in the value of Hisun Pfizer and, therefore, we
recognized a ioss of $81 miliion and $130 millicn, respectively. The declines in value resulted from lower expectations as te the future cash
fiows to be generated by Hisun Pfizer, primarily as a result of an increase in risk due to the continued slowdown in the Chinese economy and
changes in the expected timing and number of new product introductions by Hisun Pfizer. In the fourth quarter of 2016, we recognized a loss
of $241 million to reduce the carrying value of our investment in Hisun Pfizer to approximately $270 million at December 31, 2016,

in the third quarter of 2015, we determined that we had an other-than-temporary decline in the value of Hisun Ffizer, and, therefore, in 2015,
we recognized a loss of $463 million in Other (income)/deductions—net (see Note 4). The decline in value resulted from lower expectations as
to the future cash flows to be generated by Hisun Pfizer, as a result of lower than expected recent performance, increased competition, a
stowdown in the China economy in relation to their products, as well as certain changes in the regutatory environment.

in valuing cur investment in Hisun Pfizer, we used discounted cash flow technigues, reflecting our best estimate of the varicus risks inherent in
the projected cash flows, and a nominal terminal year growth factor. Some of the more significant estimates and assumptions inherent in this
approach include: the amount and timing of the projected net cash flows, which inciude the expected impact of competitive, legal, economic
and/or regulatery forces on the products; the long-term growth rate, which seeks to project the sustainable growth rate over the long-term; and
the discount rate, which seeks to reflect the various risks inherent in the projected cash flows, including country risk. As of December 31, 2015,
the carrying value of our investment in Hisun Pfizer was approximately $775 million.

Investment in Laboraterio Teuto Brasileiro S A

We entered into an agreement on June 30, 2017 to exit our investment in Teuto, a 40%-owned generics company in Brazit, and sell our 40%
interest in Teuto to the majority shareholders. As part of the agreement, we have waived our opticn to acquire the remaining 60% of Teuto, and
Teuto's other shareholders have waived their option to sell their 60% stake in the company to us. As a result, in the second quarter of 2017,
we recognized a net loss of approximately $30 miliion in Other (income)/deductions—nef (see Note 4), which included the impairment of our
equity-method investment in Teuto, the reversal of a contingent liability associated with the majority shareholders’ option to sell their 60% stake
in the company tc us, and the recognition in earnings of the currency translation adjustment associated with the Teuto investment. The
transaction closed on August 16, 2017.

In 2016, we determined that we had an other-than-temporary decline in the value of Teuto, and, therefore, in 2018, we recognized a loss of
$50 milion in Other (income)/deductions—net (see Note 4) refated to our equity-method investment. The decline in value resulted from lower
expectations as to the future cash flows to be generated by Teuto, primarily due to a slowdown in Brazilian economic conditions, which have
been impacted by pdlitical risk, higher inflation, and the depreciation of the Brazilian Real.

in valuing our investment in Teuto, we used discounted cash flow techniques, reflecting our best estimate of the various risks inherent in the
projected cash flows, and a nominal terminal year growth factor. Some of the more significant estimates and assumptions inherent in this
approach include: the amount and timing of the projected net cash flows, which include the expected impact of competitive, legal, economic
and/or regulatory forces on the products; the long-term growth rate, which seeks to project the sustainable growth rate over the long-term; and
the discount rate, which seeks to reflect the various risks inherent in the prgjected cash flows, including country risk.
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E. Cost-Method Investment

AM-Pharma BV.

in April 2015, we acquired a minority equity interest in AM-Pharma, a privately-held Dutch biopharmaceutical company focused on the
development of recAP for inflammatory diseases, and secured an exclusive option to acquire the remaining equity in the company. The opticn
becomes exercisable after completion of a Phase il trial of recAP in the treatment of Acute Kidney Injury related to sepsis. which is currently
expected in the first quarter of 2018. Under the terms of the agreement, we originally paid $87.5 millicn for both the exclusive option and the
minerity equity interest, which was recorded as a cost-method investment in Long-term investments. During the fourth quarter of 2017, we
recognized a ioss of $43 miliion in Other (income)Adeductions—net (see Nofe 4} for an impairment of our long-term investment.

Note 3. Restructuring Charges and Other Costs Associated with Acquisitions and Cost-
Reduction/Productivity Initiatives

We incur significant costs in connection with acquiring, integrating and restructuring businesses and in connection with our glcbal cost-
reduction/productivity initiatives. For example:

« In connection with acquisition activity, we typically incur costs associated with executing the transactions, integrating the acquired
operations (which may include expenditures for consulting and the integration of systems and processes), and restructuring the combined
company (which may include charges related to employees, assets and activities that will not continue in the combined company); and

+ In connection with our cost-reduction/productivity initiatives, we typically incur costs and charges associated with site closings and other
facility rationalization actions, workforce reductions and the expansion of shared services, including the development of global systems.

All of our businesses and functions may be impacted by these actions, including sales and marketing, manufacturing and R&D, as well as
groups such as informaticn technology, shared services and corperate cperations.

in connection with our acquisition of Hospira, we are focusing our efforts on achieving an appropriate cost structure for the combined
company. We expect to incur costs of approximately $1 billion {nct inciuding costs of $215 million in 2015 asscciated with the return of
acquired IPR&D rights as described in the Current-Period Key Activities section below) associated with the integration of Hospira. The majority
of these costs are expected to be incurred for the three-year period post-acquisition.

in 2016, we substantially completed previously disclosed cost-reduction initiatives begun in 2014 asscciated with our global commercial
structure recrganization, manufacturing piant network rationalization and optimization initiatives, and additional cost-reduction/productivity
initiatives across the enterprise.

As a result of the evaluation performed in connection with our decision in September 2016 to not pursue, at that time, splitting IH and EH into
two separate publicly-traded companies, we identified new opportunities to potentially achieve greater optimization and efficiency to become
more competitive in our business. Therefore, in early 2017, we initiated new enterprise-wide cost reduction/productivity initiatives, which we
expect to substantially complete by the end of 2019. These initiatives will encompass all areas of our cost base and will include:

Optimization of our manufacturing plant network to support {H and EH products and pipelines. During 2017-2019, we expect to incur costs
of approximately $800 million related to this initiative. Through December 31, 2017, we incurred approximately $197 million associated with
this initiative.

Activities in non-manufacturing related areas, which include further centralization of our corporate and piatform functions, as well as other
activities where opportunities are identified. During 2017-2019, we expect to incur costs of approximately $300 miliion related to this
initiative. Through December 31, 2017, we incurred approximately $151 miliion associated with this initiative.

The costs expected to be incurred during 2017-2019, of approximately $1.1 billion for the above-mentioned programs (but not including
expected costs associated with the Hospira integration), include restructuring charges. implementation costs and additional depreciation—
asset restructuring. Of this amount, we expect that about 20% of the total charges will be non-cash.

Current-Period Key Activities

In 2017, we incurred costs of $348 million associated with the 2017-20192 program, $319 millicn associated with the integration of Hospira and
$137 mitlion associated with all cther acquisition-related initiatives.
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The following table provides the components of costs associated with acquisitions and cost-reduction/fproductivity initiatives:
Year Ended December 31,

{(MILLIGHS CF DOLLARS) 2017 2016 2015
Restructuring charges™:
Employee terminations $ 34) § 940 § 489
Asset impairments™ 190 142 254
Exit costs 21 74 68
Total restructuring charges 178 1,156 811
Transaction costs'™ 4 127 123
Integration costs'™ 305 441 218
Restructuring charges and cerfain acquisition-refated costs 487 1,724 1,152

Additicnai depreciation—asset restructuring recorded in our
consolidated statements of income as follows*™:

Cost of sales N 201 117
Selling, informational and administrative expenses — — —
Research and development expenses — 7 5
Total additional depreciation——asset restructuring N 207 122
Implementation costs recorded in our consolidated statements of income as follows™:
Cost of sales 118 230 102
Selling. informational and administrative expenses 71 81 82
Research and development expenses 38 25 14
Other (income}/deductions—net — 3 5
Total implementation costs 227 340 203
Total costs associated with acquisitions and cost-reduction/productivity initiatives $ 805 § 2271 §$ 1.478

in 2017, restructuring charges are primarily associated with our acquisitions of Hespira and Medivation, as well as cost-reduction and productivity initiatives not
associated with acquisitions. [n 2016, restructuring charges are largely asseciated with cost-reduction and productivity initiatives not associated with
acquisitions, as well as our acquisitions of Hospira and Medivation. In 2015, restructuring charges are largely associated with cost-reduction and productivity
initiatives not associated with acquisitions. In 2017, Employee terminations primarily include revisions of our estimates of severance benefits. Employee
termination costs are generaily recorded when the actions are probable and estimable and include accrued severance benefits, pension and postretirement
benefits, many of which may be paid out during perieds after termination.

The restructuring activities in 2017 are associated with the following:

+  [H ($64 million income); EH ($4 million income); WRD/GPD ($80 miflion); manufacturing operations ($115 million); and Corporate ($51 miliion).
The restructuring activities in 2016 are associated with the following:

+ IH ($272 million): EH {$158 million); WRD/GPD ($168 million); manufacturing operations ($368 miflion}; and Corporate ($189 million),

The restructuring activities in 2015, which include a $39 miltion charge refated to a 36% reduction in our abor force in Venezuela, are associated with the
foliowing:

* IH ($85 million}; EH ($402 million); WRD/GPD ($80 million); manufacturing operations ($80 million}; and Corporate ($164 million).

In September 2015, in order to eliminate certain redundancies in Pfizer’s biosimilar drug products pipefine created as a result of the acquisition of Hospira,
Pfizer opted to return rights to Celltrion that Hospira had previcusly acquired to potential biosimilars to Rituxan® (rituximab) and Herceptin® (trastuzumab). As
such, upon return of the acquired rights, in 2015, we incurred charges of $215 million, which are comprised of (i) a write-off of the applicable iPR&D asssts,
totaling $170 million, which is included in Asset impairmerts; (i) a write-off of amounts prepaid to Celitrion in the amount of $25 million, which is included in
Asset impairments; and (i) a payment to Celltrion of $20 million, which is included in Exit costs.

' The asset impairment charges for 2017 are largely associated with our acquisitions of Hospira and Medivation. The asset impairment charges included in
restructuring charges for 2017 and 2016 are primarily associated with abandoned assets. The asset impairment charges for 2015 are primarily associated with
our acquisition of Hospira. See (a) above for additional information.

" Transaction costs represent extemal costs for banking, legal, accounting and other similar services, which in 2017 are directly refated to our acquisitions of
Hospira, Anacor and Medivation. Transaction costs in 2016 are mostly related to our acquisitions of Medivation and Anacor, and the terminated transaction with
Allergan. Transaction costs in 2015 represent external costs directly refated to the acquisition of Hospira and the terminated transaction with Allergan and
primarily include expenditures for banking, legal, accounting and other similar services.

= Integration costs represent external, incrementai costs directly related to integrating acquired businesses, and primarily include expenditures for consulting and
the integration of systems and processes. In 2017, integration costs primarily relate to our acquisitions of Hospira and Medivation, as well as a net gain of $12
million related to the settlement of the Hospira U.S. qualified defined benefit pension plan (see Nofe 11). in 20186, integration costs primarily relate te our
acquisition of Hospira and the terminated transaction with Allergan. Integration costs in 2015 represent external incremental costs directly related to our
acquisition of Hospira.

= Additional depreciation—asset restructuring represents the impact of changes in the estimated useful lives of assets invalved in restructuring actions.

" Implementation costs represent external, incremental costs directly related to implementing our nen-acquisition-related cost-reduction/productivity initiatives.
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The following table provides the components of and changes in our restructuring accruals:

Empioyee Asset
Termination Impairment

{(MILLICRS OF DOLLARS) Costs Charges Exit Costs Accrual
Balance, January 1. 2016 1,109 % — 5 48 § 1157
Provision 940 142 74 1,156
Utilizaticn and cther'™ (502} (142) (86) (730)
Balance, December 31, 2016 1,547 — 36 1583
Provision (34} 190 21 178
Utilizaticn and cther'™ (474) (190} 9 (656)
Balance, December 31, 2017 $ 1,039 $ — 3 66 $ 1,105
" includes adjustments for foreign currency translation.
) \ncluded in Other current fiabilties ($883 million) and Other noncurrent liabilities ($720 million).
" Included in Other currertt fiabilties ($643 million) and Ofher noncurrent liabilities ($462 million).

Note 4. Other {Income)/Deductions—Net

The following table provides components of Other (income)deductions—net.

Year Ended December 31,
(MILLICMS QF DOLLARS) 2017 2016 2015
Interest income™ $ (391) ¢ (470) $ 471)
Interest expense™® 1,270 1,186 1,198
Net interest expense 879 716 728

Foreign currency loss related to Venezuela — — 806
Royalty-related income!® (499) (905) (922)
Certain legal matters, net* 240 510 975
Net gains cn asset disposals'® (343) (171 (232)
Loss on sale and impairment on remeasurement of HiS net assets™ 55 1,712 —
Certain asset impairments'™ 395 1.447 818
Business and legal entity alignment costs™ 7t 261 282
Net losses on early retirement of debt" 998 312 —
Other, net” 482) (227) 403
Other (income)teductions—net $ 1,315 § 3655 % 2,860

12017 v. 2016—Interest income decreased primarily driven by a lower investment balance. Interest expense increased, primarily as a result of higher short-term

@

interest rates, offset, in part, by the retirement of high-coupon debt and the issuance of new [ow-coupon debt. Capitalized interest expense totaled $72 million
2017, $61 milion in 2016 and $32 million in 2015.
in 2015, represents a foreign currency loss related to conditions in Venezuela during 2015, that had us resalve that our Venezuelan bolivar-denominated net
monetary assets that are subject to revalfuation were no longer expected to be settled at the Venezuelan government CENCOEX official rate of 6.3, but rather
at the then SIMADI rate of 200, the lowest official rate. Those conditions included the inability to obtain significant conversions of Venezuslan bolivars related to
intercompany U.S. dollar-denominated accounts, an evaluation of the effects ofthe implementation of a fourth-quarter 2015 operational restructuring, resulting
in a 36% reduction in our labor force in Venezuela, and our expectation of the changes in Venezuela's responses to changes in its economy.
K Rovyalty-related income decreased in 2017 and 20186, primarily due to lewer rayalty income for Enbrel of $470 million in 2017, compared ta 2016, and $54
million in 2016, compared to 2015, resulting from the expiration on Qctober 31, 2018 of the 38-month royalty period under the collaboration agresment for
Enbrel in the U.S. and Canada (the collaboration period under the agreement expired on October 31, 2013), partially offset by increases in Xtandi royalty-
related income of $176 milifon in 2017, compared to 2016, and $63 million in 2016, compared to 2015.
In 2017, primarily includes a $94 million charge to resclve a class action lawsuit filed by direct purchasers refating to Celebrex. which is subject to court
approval {for additional information, see Nate 17A42), and a $79 million charge to reflect damages awarded by a jury in a patent matter. in 2018, primarily
includes amounts to resolve a Multi-District Litigation refating to Celebrex and Bextra pending against the Company in New York federal court for $486 miifion,
partially offset by the reversal of a legal accrual where a loss was no longer deemed probable. In addition, 2016 includes a settlement related to a patent matter.
In 2015, primarily includes $784.8 million related to an agreemsnt in principle reached in February 2016 and finalized in April 2016 to resolve claims alleging
that Wysth's practices refating to the calculation of Medicaid rebates for its drug. Protonix (pantoprazole sodium), between 2001 and 2008, several years before
Pfizer acquired Wyeth in 2008, viciated the Federal Civil False Claims Act and other laws.
In 2017, primarily includes (i) gross realized gains on sales of available-for-sale debt securities of $451 miliion; (i) gross realized losses on sales of available-
for-sale debt securities of $281 million: (iii} gross realized gains on sales of available-for-sale equity securities of $75 million; (iv) a net loss of $120 million from
derivative financial instruments used to hedge the forsign exchange component of the matured availabte-for-sale debt securities; (v) gains on salesfout-
licensing of product and compound rights of $187 million; (vi) gains on sales of investments in private equity securities of $80 million; (vi)) a gain on sale of
property of $52 miliion; (viii} a net loss of $30 million related to the sale of our 40% ownership investment in Teuto, including the extinguishment of a put option
for the remaining 80% ownership interest; and (b0 a loss of $81 miilion related to the sale of our 48% equity share in Hisun Pfizer. Proceeds from the sale of
available-for-saie securities were $5.1 hillion in 2017.
In 2016, primarily includes (i) gross realized gains on sales of available-for-sale debt securities of $666 miliion; (i) gross realized losses on sales of available-
for-sale debt securities of $548 million; (iiiy a net loss of $84 million from derivative financial instruments used to hedge the foreign exchange component of the
matured available-for-sale debt securities; (iv) gains on salesfout-licensing of product and compound rights of $84 million; and {(v) gains on sales of investments
in private equity securities of $2 million. Proceeds from the sale of available-for-sale securities were $10.2 billion in 2016.
In 2015, primarily includes (i) gross realized gains on sales of available-for-sale equity securities of $164 million; (ii} gross realized losses on sales of available-
for-sale debt securities of $860 million; (iii) net gain of $837 million from derivative financial instruments used to hedge the forsign exchange component ofthe
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divested available-for-sale debt securities; (iv) gains on sales/out-licensing of product and compound rights of $90 million; and (v) gains on sales of investments

in private equity securities of $3 million. Proceeds from the sale of available-for-sale securities were $4.3 hillion in 2015,
" n 2017, represents adjustments to amounts previously recorded to write down the HIS net assets to fair value less costs to sell related to the sale of HIS net
assets to |[CU Medical. In 2016. represents a charge related to the write-down of the HIS net assets to fair value less sstimated costs to sell. See Note 28 for
additional information.
In 2017, primarily includes intangible asset impairment charges of $337 million, reflecting (i) $127 milfion related to developed technotogy rights, acquired in
connection with our acquisition of Hospira, for a generic sterile injectable product for the treatment of edema associated with certain conditions; (i) $124 million
related to deveioped technology rights, acquired in connection with our acquisition of Hospira, for a sterile injectable pain reliever; (i) $39 million related to
developed technology rights, acquired in connection with our acquisition of NextWave, for the treatment of attention deficit hyperactivity disorder; {iv) $26 million
related to developed technology rights, acquired in connection with our acquisition of Hospira, for a generic injectable antibiotic product for the treatment of
bacterial infections; and (v) $20 million related to other developed technology rights. The intangible asset impairment charges for 2017 are assoctated with EH
and reflact, among cther things, updated commercial forecasts and an increased competitive environment. In addition, 2017 includes a loss of $43 million for an
impairment of our AM-Pharma B.V. long-term investment (see Nofe 2E).
In 2016, primarily includes intangible asset impairment charges of $869 million, reflecting (i) $366 milfion related to developed technology rights for a generic
injectable antibictic product for the treatment of bacterial infections; and (i) $265 million related to an IPR&D compound for the treatment of anemia, beth
acquired in connection with our acquisition of Hospira; (jii) $128 million of sterile injectable IPR&D compounds acquired in connection with our acquisition of
InnoPharma: and (iv) $110 million of other IPR&D assets, $81 million of which were acquired in connection with our acquisition of Hospira and $28 million of
which were acquired in connection with our acquisition of King in 2011. The intangible asset impairment charges for 2016 are associated with the following: EH
($840 million) and IH (329 million). In addition, 2016 includes an impairment loss of $452 million related to Pfizer's then 48%-owned equity-method investment
with Hisun in China, Hisun Pfizer, and an impairment loss of $50 million related to Pfizer's 40%-owned equity-method investment in Teuto. For additional
information concerning Hisun Pfizer and Teuto, see Nofe 2D.
The intangible asset impairment charge for 2018 for the IPR&D compound for the treatment of anemia acquired in connaction with our acquisition of Hospira
reflects, among other things, the impact of regulatory delays, including delays resulting from a then recent coust ruling, requiring a 180-day waiting period after
approval before a biosimilar product can be launched. The intangibie asset impairment charges for 2016 for the sterile injectable IPR&D compounds acquired in
connection with our acquisition of InnoPharma reflect, among other things, the impact of portfolio pricritization decisions and decreased commercial profiles of
certain compounds. The intangible assst impairment charges for 2016 for developed technology rights and other IPR&D assets acquired in connection with our
acquisition of Hospira reflect, among other things, the impact of regulatery delays, the impact of new scientific findings, updated commercial forecasts, changes
in pricing, and an increased competitive environment. The intangible asset impairment charges for 20186 for other IPR&D assets acquired in connection with our
acquisition of King reflect changes in the competitive environment.
In 2015, primarily includes an impairment loss of $463 million related to Pfizer’s then 49%-owned equity-methad investment in Hisun Pfizer {for additional
information concerning Hisun Pfizer, see Note 2D} and intangible asset impairment charges of $323 million, reflecting (i) $132 million related to indefinite-lived
brands; (i} $120 million related to developed technology rights for the treatment of attention deficit hyperactivity disorder; and (iiiy $71 milfion related to IPR&D
compounds. The intangible asset impairment charges for 2015 are associated with the following: EH ($294 million), WRD ($13 million); and Consumer
Healthcare ($17 million).

The intangible asset impairment charges for 2015 reflect, among other things, the impact of new scientific findings, updated commercial forecasts, changes in
pricing, and an increased competitive environment.

Represents expenses for changes to our infrastructure to align our commercial operations. including costs to internally separate our businesses into distinct
legal entities, as well as to streamline our intercompany supply operations to better support each business.

¥ in 2017 and 2016, represents net losses dus to the early retirement of debt, inclusive of the related termination of cross currency swaps in 2017 and inclusive of
the related termination of interest rate swaps in 2016.

In 2017, includes, among other things, dividend income of $266 million from our investment in ViV, and income of $62 million fram resolution of a contract
disagresment. In 2016, includes among cther things, $150 million paid to Allergan for reimbursement of Allergan's expenses associated with the terminated
transaction (see Note TA}; and income of $116 million from resolution of a contract disagreement. In 2015, includes, among other things. (i) charges of $194
miflion related to the write-down of assets to net realizable value; (i) charges of $158 million, reflecting the change in the fair value of contingent consideration
liabifities; and (i) income of $45 million associated with equity-method investees.

[}

i}

The asset impairment charges included in Other (income)/deductions—net are based con estimates of fair value.

The following tabte provides additional information about the intangible assets that were impaired during 2017 in Other (income)/
deductions—net:

Year Ended

December 31.

Fair Vajue™ 2017

(MILLICHNS ©F DOLLARS) Amount Level 1 Level 2 Level 3 Impairment
Intangible assets--Developed technology rights™ 50 — — 50 337
Total $ 50 § — § — § 50 3 337

2l The fair value amaount is presented as of the date of impairment, as these assets are not measured at fair value on a recurring basis. See also Nofe 1E.

P Reflscts intangible assets written down to fair value in 2017, Fair value was determined using the income approach, specifically the multi-period excess
earnings method, also known as the discounted cash flow method. We started with a forecast of all the expected net cash flows associated with the asset and
then applied an asset-spacific discount rate to arrive at a net present value amount. Some of the more significant estimates and assumptions inherent in this
approach include: the amount and timing of the projected net cash flows, which includes the expected impact of competitive, legal andfor regulatory forces on
the product; the discount rate, which seeks te reflact the various risks inherent in the projected cash flows; and the tax rate, which seeks to incorporate the
geographic diversity of the projected cash flows.
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Note 5. Tax Matters

A. Taxes en Income from Continuing Operations

The following tabte provides the components of fncome from continuing operations before provision/(benefit) for taxes on income:
Year Ended December 31,

(MILLICMS QF DOLLARS) 2017 2016 2015
United States $ (6879 $§ (8534 §  (6.809)
International 19,184 16,886 15,773

income from continuing operations before provision/(benefit) for taxes on incoms™ © $ 12305 % 8351 § 8,965

& 2017 v. 2016—The decrease in the demestic loss was primarily due to lower restructuring charges and certain acquisition-related costs, the non-recurrence of
the 2016 impairment on the remeasurement of HIS net asssts, lower certain asset impairments and lower certain legal matters, partially offset by higher net
losses on early retirement of debt, and higher amortization of intangible assets. The increase in international income was primarily due to the non-recurrence of
the 2016 impairment on the remeasurement of HIS net asssts, lower restructuring charges and certain acquisition-related costs, and lower certain asset
impairments.

1 2016 v. 2015—The increase in the domestic loss was primarily due to a charge related to the write-down of HIS net assets to fair value less estimated costs to
sell, higher asset impairments, and higher restructuring charges and certain acquisition-related costs, partially offset by the inclusion of a full year offegacy U.S.
Hospira operations as compared to four months of U.S. operations in 2015, and lower charges for legal matters. The increase in international income is
primarily due to the non-recurrence of a foreign currency loss related to Venezuela partially offset by a charge related to the write-down of HIS net asssts to fair
value less estimated costs to seli, and higher restructuring charges and certain acquisition-related costs.

The following table provides the components of Provision/(benefit) for taxes on ircome based on the location of the taxing authorities:
Year Ended December 31,

(MILLICHS ©F DOLLARS) 2017 2016 2015
United States
Current income taxes:
Federal $ 14,127 § 342 % 67
State and local 320 (52) (8)
Deferred income taxes:
Federal (25,964) (419) 300
State and local (268) (106) (36)
Total U.S. tax provision {11,785) (235) 323
International
Current income taxes 2,709 1,532 1,951
Deferred income taxes 28 (175) (284)
Total international tax provision 2,737 1,358 1,667
Provision/{benefit) for taxes on income $ (9,049) $ 1123 § 1,990

In the fourth guarter of 2017, we recorded an estimate of certain tax effects of the TCJA, including the impact on deferred tax assets and Habilities
from the reduction in the corporate tax rate from 35% to 21%. the impact on valuation aliowances and other state income tax considerations, the
$15.2 billion repatriation tax liability on accumutated post-1986 foreign earnings for which we plan to elect payment over eight years through 2026
(with the first of eight installments due in Aprit 2019) that is reported in Other taxes payable, and deferred taxes on basis differences expected
to give rise to future taxes on giobal intangible low-taxed income. In addition, we had provided deferred tax iiabilities in the past on foreign earnings
that were not indefinitely reinvested. As a result of the TCJA, we reversed an estimate of the deferred taxes that are no longer expected to be
needed due to the change to the territorial tax system. The estimated amounts recorded may change in the future due to uncertain tax positions.
With respect to the aforementioned repatriation tax liability related to the TCJA repatriation tax, our obligations may vary as a result of changes
in our uncertain tax positions and/cr availability of attributes such as foreign tax and other credit carryforwards.

The TCJA subjects a U.S. shareholder to current tax on global intangible low-taxed income earned by certain foreign subsidiaries. The FASB
Staff Q&A, Topic 740, Neo. 5, Accounting for Global Intangible Low-Taxed Income, states that we are permitted tc make an accounting policy
election to either recognize deferred taxes for temperary basis differences expected to reverse as global intangible low-taxed income in future
years or provide for the tax expense related to such income in the year the tax is incurred. We have elected to recognize deferred taxes for
temporary differences expected tc reverse as giobal intangible low-taxed income in future years. However, given the complexity of these
provisions, we have nct finalized our analysis. We were able to make a reasonable estimate of the deferred taxes on the temporary
differences expected to reverse in the future and provided a provisional deferred tax liability of approximately $1 billion as of December 31,
2017. The provisional amount is based on the evaluation of certain temporary differences inside each of cur foreign subsidiaries that are
expected to reverse as global intangible low-taxed income. However, as we continue to evaluate the TCJA's global intangible low-taxed
income provisions during the measurement period, we may revise the methodology used for determining the deferred tax liability associated
with such income.

We believe that we have made reasonable estimates with respect to each ofthe above items, however, all ofthe amounts recorded are provisional
as we have not completed our analysis of the complex and far reaching effects of the TCJA. Further, we continue to consider our assertions on
any remaining outside basis differences in our foreign subsidiaries as of December 31, 2017 and have not compieted our analysis. Under guidance
issued by the staff of the SEC, we expect tofinalize our accounting related to the tax effects of the TCJA on deferred taxes, valuation allowances,
state tax considerations, the repatriation tax liability, globai intangible low-taxed income, and any remaining cutside basis differences in our foreign
subsidiaries during 2018 as we complete our analysis, computations and assertions. It is possible that others, applying reasonable judgment to
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the same facts and circumstances, could develop and support a range of alternative estimated amounts. We will revise these estimates during
2018 as we gather additional information to complete ourtax returns and as any interpretation or clarification ofthe TCJAoccurs through tegislation,
U.S. Treasury actions or other means.

In 2017, the ProvisionAbenefit) for taxes on income was impacted by the following:
+ estimated U.S. net tax benefits of $10.7 billion associated with the enactment of the TCJA (see discussion above), primarity reflecting:

$22.8 hitlion tax benefit associated with the remeasurement of U.S. deferred tax liabilities on unremitted earnings of foreign subsidiaries
(see Note 5C);

$1.6 billion tax benefit associated with the remeasurement of other U.S. deferred tax liabilities, primarily associated with intangibles (see
Note 5C);

$12.9 billion tax expense related to the repatriation tax on deemed repatriated accumulated pre-2017 post-1986 earnings of foreign
subsidiaries;

$1.0 billion tax expense related to future taxes on global intangible low-taxed income (see Note 5C); and
approximately $100 million tax benefit primarily associated with certain tax initiatives:

«  U.8 tax expense of approximately $1.3 billion related to the repatriation tax on deemed repatriated current year eamings of foreign
subsidiaries;

«  tax benefit of approximately $370 millicn refated to net losses on early retirement of debt;

- tax benefits of approximately $150 million representing tax and interest resulting from the resclution of certain tax positions pertaining to
prior years primarily with various foreign tax authorities, and the expiration of certain statutes of limitations; and

+ the non-deductibility of a $307 million fee payable to the federal government as a result of the U.S. Healthcare Legisiation.

In 2018, the Provision/A(benefit) for taxes on income was impacted by the following:

< U.S tax expense of approximately $1.1 biliion as a result of providing U.S. deferred income taxes on certain funds earned cutside the U.S.
that will not be indefinitely reinvested overseas, virtually all of which were earned in 2016 (see Nofe 5C);

- tax benefits of approximately $460 million, representing tax and interest, resulting from the resclution of certain tax positions pertaining te
prior years, primarily with various foreign tax authorities, and from the expiration of certain statutes of limitations;

« benefits related to the final resolution of an agreement in principle reached in February 2016 and finalized in April 2016 to resolve certain
claims related to Proteonix, which resulted in the receipt of information that raised our initial assessment in 2015 of the likelihood of
prevailing on the technical merits of our tax position;

= net tax benefits of $83 million, related to the adoption of a new accounting standard in the fourth quarter of 2016, as of January 1. 2016,
requiring excess tax benefits or deficiencies of share-based compensation to be recognized as a component of the Provision/benefit) for
taxes on income (see Notes to Consolidated Financial Statements—~Note 1B. Basis of Presentation and Significant Accounting Folicies:
Adoption of New Accounting Standards in Pfizer's 2016 Financial Report);

+ the non-deductibility of a $312 miliion fee payable to the federal government as a result of the U.S. Healthcare Legislation; and
« the permanent extension of the U.S. R&D tax credit, which was signed into law in December 2015,

In 2015, the ProvisionAbenefit) for taxes on income was impacted by the following:

« U.S tax expense of approximately $2.1 biliion as a result of providing U.S. deferred income taxes on certain funds earned cutside the U.S.
that will not be indefinitely reinvested overseas, virtually all of which were earned in 2015 (see Nofe 5C);

- tax benefits of approximately $360 million, representing tax and interest, resulting from the resclution of certain tax positions pertaining te
prior years, primarily with various foreign tax authorities, and from the expiration of certain statutes cf limitations;

« the permanent extension of the U.S. R&D tax credit, which was signed into law in December 2015, as well as tax benefits associated with
certain tax initiatives;

« the non-deductibility of a foreign currency loss related to Venezuela;
« the non-deductibility of a charge for the agreement in principle reached in February 2016 to resolve claims refating to Protonix; and
+ the non-deductibility of a $251 miliion fee payable to the federal government as a result of the U.S. Healthcare Legisiation.

in all years, federal, state and international net tax liabilittes assumed or established as part of a business acquisition are not included in
Provision/(benefif} for taxes on income (see Note 2A).
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B. Tax Rate Reconciliation

The reconciliation of the U.S. statutory income tax rate to our effective tax rate for income from continuing operations follows:

Year Enced December 31,

2017 2016 2015
U.S. statutory income tax rate 350 % 35.0% 35.0%
TCJA impact® (86.6) — —
Taxation of non-U.S. operations ™ (17.0) (13.8) (9.6
Tax settiements and resciution of certain tax positions® 1.2} (5.5) (4.0
U.8. Healthcare Legislation™! 0.9 13 0.9
U.S. R&D tax credit and manufacturing deduction'® (0.7} (1.0 (1.0)
Certain legal settiements and charges'™ 0.1 2.9 3.1
Ali other, net'” (3.9} 0.3 2.1)
Effective tax rate for income from continuing operations (73.5)% 13.4% 22.2%

) For a discussion about the enactment of the TCJA, see Note 5A.

' Eor taxation of non-U.S. operations, this rate impact reflects the income tax rates and relative earnings in the locations where we do business outside the
U.3.. together with the cost of repatriation decisions, which includes the repatriation tax on deemed repatriated current year earnings of foreign subsidiaries
discussed in Nofe 5A, as well as changes in uncertain tax positions not included in the reconciling item calied “Tax settlements and resolution of certain tax
positions”. Specifically: (i) the jurisdictional location of earnings is a significant component of our effective tax rate each year as tax rates outside the U.S. are
generally lower than the U.S. statutory income tax rate, and the rate impact of this component is influenced by the specific location of non-U.S. earnings and
the leve!l of such earnings as compared te our total earnings; (ii) the cost of repatriation decisions, and other U.S. tax implications of our foreign operations, is
a significant component of our effective tax rate each year and generally offsets some of the reduction to our effective tax rate each year resulting from the
jurisdictional location of earnings; and (i) the impact of changes in uncertain tax positions not included in the reconciling item called “Tax settlements and
resolution of certain tax positions” is a component of our effective tax rate each year that can result in either an increase or decrease to our effective tax rate.
The jurisdictional mix of earnings. which includes the impact of the location of earnings as well as repatriation costs, can vary as a result of the repatriation
decisions, as a result of operating fluctuations in the nermal course of business and as a result of the extent and location of other income and expense items,
such as restructuring charges, asset impairments and gains and losses on strategic business decisions. See also Note 54 for the components of pre-tax
income and Provision/(benefif) for taxes on income, which is based on the location of the taxing authorities. and for information about settlements and other
items impacting Provision/{benefit) for taxes on income.

= in il periods presented, the reduction in our effective tax rate resulting from the jurisdictional location of earnings is largely due to generally lower tax rates.

as well as manufacturing and other incentives associated with our subsidiaries in Puerto Rico and Singapore. 2015 and 2018 aiso include incentives in

Costa Rica and the Dominican Republic related to the Hospira infusion systems business, which was sold te ICU Medical in February 2017. We benefit from

a Puerto Rican incentive grant that expires in 2029. Under the grant, we are partially exempt from income, property and municipal taxes. In Singapere, we

benefit from incentive tax rates effective through 2031 on income from manufacturing and other operations.

The favorable rate impact in 2017 also reflects lower repatriation costs associated with estimated current year income of our foreign subsidiaries. The

favorable rate impact in 2016 also includes the non-recurrence of the non-deductibility of a foreign currency loss related to Venezuela. The rate impact in

2015 also inciudes the non-deductibility of a foreign currency loss related to Venezuela.

For a discussion about tax settiements and resolution of certain tax positions, the impact of U.S. Healthcare Legislation, the U.S. R&D tax credit and

manufacturing deduction and the impact of certain legal settlements and charges, see Note 5A.

All other, netin 2017 and 2015 primarily relates to tax bensfits assoctated with certain tax initiatives in the normal course of businass.

[

ul
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C. Deferred Taxes
Deferred taxes arise as a result of basis differentials between financial statement accounting and tax amounts.

The components of our deferred tax assets and liabilities, shown before jurisdicticnal netting, follow:

2017 Deferred Tax* 2016 Deferred Tax

(MILLICMS QF DOLLARS) Assets {Liabilities) Assets {Liabilities)
Prepaid/deferred items $ 1,588 § {132) § 2180 % (68)
Inventories 224 (3) 366 (47)
Intangible assets'® 685 (9,269) 1,139 {15172)
Property, plant and equipment 123 {755) 92 (982)
Employee benefits 2,219 {109) 3,356 (74)
Restructurings and other charges 226 (8) 458 (2)
Legal and product Hability reserves 459 — 650 —
Net operating losstax credit carryforwards™ 4,502 — 2,957 —
Unremitted earnings™ — {1,067) — (23,108
State and local tax adjustments 218 — 301 —
Alf other 488 {424) 306 (503)
10,732 (11,767) 11,606 {39,956)
Valuation allowances (2,203) — (1,949} —
Total deferred taxes $ 8,529 $ (11,767) $ 9857 § (39,956)
Net deferred tax liability™™ $ (3,238) $ (30.009)
* 2017 reflects the estimated remeasurement of U.S. deferred tax assets and liakilities as the result of the enactment of the TCJA. For additional information. see

Note 5A.

The decrease in 2017 is primarily the result of the enactment of the TCJA, which includes the remeasurement of deferred tax labilities primarily associated
with intangible assets and unremitted earnings of foreign subsidiaries as well as amortization on intangible assets. For additional information, see Nofe 54,
The amounts in 2017 and 20186 are reduced for unrecognized tax benefits of $3.4 billion and $3.0 billion, respectively, where we have net operating loss
carryforwards, similar tax losses, and/for tax credit carryforwards that are available, under the tax law of the applicable jurisdiction, to settie any additionat

\ income taxes that would result from the disallowance of a tax position.

“* The amount in 2017 primarily includes a provisional estimate on temporary differences associated with global intangible low-taxed income primarily related to
basis differentials on intangibles. For additional information, see Note 5A.

In 2017, Noncurrent deferred fax assets and other noncurrent tax assets (30.7 billion), and Noncurrent deferred tax fabifities ($3.9 billion}. in 2016,
Noncurrent deferred tax assets and other noncurrent tax assefs ($854 million), and Noncurrent deferred tax lfabilities ($30.8 billion).

1a

&1}

1)

We have carryforwards, primarily related to foreign tax credits, net operating and capital losses and charitable contributions, which are
available to reduce future U.S. federal and state, as well as intemnational, income taxes payabie with either an indefinite life or expiring at
various times from 2018 to 2037. Certain of our U.S. net operating losses are subject to limitations under IRC Section 382.

Valuation allowances are provided when we believe that our deferred tax assets are not recoverable based on an assessment of estimated
future taxabie income that incorporates engoing, prudent and feasible tax pianning strategies, that would be implemented, if necessary, to
reaiize the deferred tax assets.

We have not completed our analysis of the TCJA on our prior assertion of indefinitely reinvested earnings. Accordingly. we continue to
evaluate our assertion with respect te our accumutated foreign earnings subject to the deemed repatriation tax and we also continue to
evaluate the amount of earnings that are indefinitely reinvested. Additionalty, we continue to evaluate our assertions on any remaining cutside
basis differences in our foreign subsidiaries as of December 31, 2017 as we have not finalized our analysis of the effects of all of the new
provisions in the TCJA. As of December 31, 2017, it is not practicable to estimate the additional deferred tax liability that would be recorded if
the earnings subject to the deemed repatriation tax and any remaining outside basis differences as of December 31, 2017 are not indefinitely
reinvested. In accordance with the authoritative guidance issued by the SEC Staff Accounting Bultetin 118, we expect to complete our analysis
within the measurement period.

D. Tax Contingencies

We are subject to income tax in many jurisdictions, and a certain degree of estimation is required in recording the assets and liabilities refated
to income taxes. All of our tax positions are subject to audit by the local taxing authorities in each tax jurisdiction. These tax audits can involve
complex issues, interpretations and judgments and the resolution of matters may span muitiple years, particularly if subject to negctiation or
litigation. Our assessments are based on estimates and assumptions that have been deemed reasonable by management, but our estimates
of unrecognized tax benefits and potential tax benefits may not be representative of actual cutcomes, and variation from such estimates could
materialty affect our financial statements in the period of settlement or when the statutes of limitations expire, as we treat these events as
discrete items in the period of resclution.

For a description of our accounting policies associated with accounting for income tax contingencies. see Note 10. For a description of the
risks associated with estimates and assumptions, see Note 1C.
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Uncertain Tax Positions

As tax law is complex and often subject to varied interpretations. it is uncertain whether some of our tax positions will be sustained upon audit.
As of December 31, 2017 and 2016, we had approximately $5.4 billion and $4.6 biliion, respectively, in net unrecognized tax benefits,
excluding associated interest.

« Tax assets associated with uncertain tax positions primarily represent our estimate of the potential tax benefits in one tax jurisdiction that
could result from the payment of income taxes in ancther tax jurisdiction. These potential benefits generalty result from cooperative efforts
among taxing authorities, as reguired by tax treaties to minimize double taxation, commonly referred to as the competent authority
process. The recoverability of these assets, which we believe to be more likely than nct, is dependent upon the actual payment of taxes in
one tax jurisdiction and, in some cases, the successful petition for recovery in ancther tax jurisdiction, As of December 31, 2017 and 2016,
we had approximately $1.2 billion, in each year, in assets associated with uncertain tax positions. in 2017 these amounts were included in
Noncurrent deferred fax assets and other noncurrent tax assefs ($1.0 billion) and Noncurrent deferred tax fiabilities (3118 million). In 2016,
these amounts were included in Noncurrent deferred tax assets and other noncurrent tax assets (81.0 billion) and Noncurrent deferred tax
liabilities (3201 million).

« Tax liabilities associated with uncertain tax positions represent unrecognized tax benefits, which arise when the estimated benefit recorded
in our financial statements differs from the amounts taken or expected to be taken in a tax return because of the uncertainties described
above. These unrecognized tax benefits relate primarily to issues common among muitinaticnal corporations. Substantially all of these
unrecognized tax benefits, if recognized, wouid impact our effective income tax rate.

The reconciliation of the beginning and ending amounts of gross unrecognized tax benefits follows:

(MILLIGANS OF DOLLARS) 2017 2016 2015
Balance, beginning $ (5,826) % (5.919) § (6,182}
Acquisitions™ 10 (83) (110}
Increases based on tax positions taken during a prior period™ (49) (11) (31)
Decreases based on tax positions taken during a prior period ™! 28 408 496
Decreases based on settiements for a prior period™ 35 126 64
Increases based on tax positions taken during the current peried™ (753) (489) (675}
Impact of foreign exchange (12%) (5) 318
Other, net™ ! 118 146 199
Balance, ending® $ (6,558) § (5.826) $ (5,919}
Y For 2017 and 2016, primarily related to the acquisitions of Medivation and Anacor. For 2015, primarily related to the acquisition of Hospira. See also Note
2A.

"ﬂ\" Primarily included in Provisior/(berefit) for taxes on income.

2 Primarily related to effectively settling certain tax pasitions primarily with foreign tax authorities. See also Note 54,

'j' Primarily related to cash payments and reductions of tax attributes.

= Primarily related te decreases as a resuit of a lapse of applicable statutes of limitations.

™ 10201 7, included in Income taxes payable (31 million), Noncurrent deferred tax assets and ather noncurrent tax assets ($123 million), Nonicurrent deferred
tax fiabiliies ($3.3 billion) and Other taxes payable ($3.2 billion). In 2016, included in fncome taxes payable {314 million), Current tax assets ($17 million),
Norncurrent deferred tax assets and other noncurrent tax assets (3184 million), Noncurrent deferred fax fiabilties ($2.8 billion) and Other taxes payable
($2.8 billion).

« Interest related to our unrecognized tax benefits is recorded in accordance with the laws of each jurisdiction and is recorded primarily in
Provision/(benefif) for taxes on income in our consolidated statements of income. In 2017, we recorded a net increase in interest of $208
million. In 2016, we recorded a net increase in interest of $72 million; and in 2015, we recorded a net increase in interest of $71 mifiion.
Gross accrued interest totaled $S75 million as of December 31, 2017 (reflecting a decrease of approximately $4 million as a result of cash
payments) and gross accrued interest totaled $771 million as of December 31, 2016 (reflecting a decrease of approximately $18 million as
a result of cash payments). In 2017, this amount was included in Other taxes payable (5375 million). In 2016, these amounts were
included in fncome taxes payable (34 million), Current tax assefs ($13 million} and Other taxes payabie ($754 million). Accrued penalties
are nct significant. See also Note 5A.

Status of Tax Audits and Potential Impact on Accruals for Uncertain Tax Positions

The U.8. is one of our major tax jurisdictions, and we are regularly audited by the IRS:

«  With respect to Pfizer, the IRS has issued a Revenue Agent's Report (RAR) for tax years 2009-2010. \We are not in agreement with the
RAR and are currently appealing certain disputed issues. Tax years 2011-2013 are currently under audit. Tax years 2014-2017 are open,
but not under audit. All other tax vears are closed.

«  With respect to Hospira, the federal income tax audit of tax years 2012-2013 was effectively settled in the third quarter of 2017. The IRSis
currently auditing tax year 2014 through short-year 2015. All other tax years are closed. The tax years under audit for Hospira are not
considered material to Pfizer.

«  With respect to Anacor and Medivation, the open tax years are not considered material to Pfizer.

in addition to the open audit years in the U.S., we have open audit years in other major tax jurisdictions. such as Canada {(2010-2017), Japan
(2015-2017), Europe (2011-2017, primarily reflecting Ireland, the United Kingdom. France, ltaly, Spain and Germany), Latin America
(1998-2017, primarily reflecting Brazil} and Puerto Rico (2010-2017).

Any settlements or statutes of limitations expirations could resuit in a significant decrease in our uncertain tax positions. We estimate that it is
reasonably possible that within the next 12 months, our gross unrecognized tax benefits, exclusive of interest, could decrease by as much as
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$150 million, as a result of settlements with taxing authcrities or the expiration of the statutes of limitations. Our assessments are based on
estimates and assumptions that have been deemed reascnabie by management, but our estimates of unrecognized tax benefits and potentiai
tax benefits may not be representative of actual cutcomes, and variation from such estimates could materiaily affect our financial statements in
the period of settlement or when the statutes of limitations expire, as we treat these events as discrete items in the period of resolution.
Finalizing audits with the relevant taxing authorities can include format administrative and legal proceedings, and, as a result, it is difficult to
estimate the timing and range of possible changes related to our uncertain tax positions, and such changes could be significant.

E. Tax Provision/(Benefit) on Other Comprehensive Incomel(Loss)

The following table provides the components of the Tax provision/(benefit} on other comprehensive income/{loss):
Year Ended December 31,

(MILLIGMNS QF DOLLARS) 2017 2016 2015
Foreign currency transiation adjustments, net® $ (215) $ (15) § S6
Unrealized holding gains/(losses) on derivative financial instruments, net 72 (75) (173)
Reclassification adjustments for (gains)Aosses included in net income (224) 158 104
(152) 83 (69)

Unrealized holding gains/{(losses) on available-for-sale securities, net 102 49 (104)
Reclassification adjustments for {gains)Aosses included in net income {60) (15) 58
42 34 (45)

Benefit plans: actuarial losses, net {59) (535) (23)
Reclassification adjustments related to amertization 192 186 183
Reclassification adjustments related to settiements, net 42 45 237
Other (39) 36 66
137 (269) 462

Benefit plans: prior service {costs)/credits and other, net — 67 160
Reclassification adjustments related to amortization {67) (64} (59)
Reclassification adjustments related to curtaiiments, net 7) (10} (12)
Other — (1) —
(74) (7) 89

Tax provision/benefi) on other comprehensive income/(ioss) $ (262) § (174} $ 528

) Taxes are not provided for foreign currency translation adjustments relating to investments in international subsidiaries that will be held indefinitely.

Note 6. Accumuiated Other Comprehensive Loss, Excluding Noncontrolling Interests

The following table provides the changes, net of tax, in Accumulated other cormprehensive loss:

Net Unrealized Gaini{Losses) Benefit Plans
Foreign Prior Service Accumuiated
Currency Derivative Available- Actuarial {Costs) Other
Translation Financial For-Sale Gainsf Credits and Comprehensive
(MILLICHS CF DOLLARS) Adjustments Instruments Securities {Losses) Other Income/(Loss)
Balance, January 1, 2015 $ (2,689 § 517  § (222) § (5654) % 733 % (7.316)
Other comprehensive incomef(loss)™ (3,174) (856) 5) 91 148 (2,206)
Balance, December 31, 2015 (5,863) 421 (227} (4.733) 880 (9.522)
Other comprehensive inm:vmef(ln:)ss,‘;\'Ey (797) (73} g6 {740} {1} (1.514)
Balance, December 31, 2016 (6.659) 348 (131} (5.473) 879 (11.036)
Other comprehensive incomef{toss)™ $ 1,479 (378} 532 § 211§ (129} $ 1,715
Balance, December 31, 2017 $ (5,180) $ (30} § 401§ (5262) § 750 §$ (9.321)

" Amounts do not include foreign currency translation adjustments attributable to noncontrolling interests of $14 miliion income in 2017, $3 million toss in 2018
and $26 million loss in 2015.

As of December 31, 2017, we estimate that we will reciassify into 2018 income the following pre-tax amounts currently held in Accumulated
other comprehensive loss: $81 million of unrealized pre-tax net losses con derivative financial instruments (which is expected to cffset primarily
net gains resuiting from reclassification adjustments refated to foreign currency exchange-dencminated forecasted intercompany inventory

sales and net gains related to available-for-sale securities); $247 million of actuarial losses refated to benefit plan obligations and plan assets
and other benefit plan items; and $184 million of prior service credits, primarily refated to benefit plan amendments.
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Note 7. Financial Instruments

A. Fair Value Measurements

Financial Assets and Liabilities Measured at Fair Value on a Recurring Basis

We use a market approach . as described in Note 7E, in valuing financial instruments on a recurring basis.

The following tabie presents the financial assets and liabilities measured at fair value an a recurring basis by balance sheet categories and fair value
hierarchy level as defined in Note 1E:

Total Level 1 Level 2 Total Level 1 Level 2
{MILLICNS CF DOLLARS) December 31, 2017 December 31, 2016
Financial assets measured at fair value on a recurring basis:
Short-term investments
Classified as trading securities:
Equity™ $ 12 — § 19 § — 3 — % —
Classified as available-for-sale securities:
Government and agency debt—non-U.S. 12,242 — 12,242 7,317 — 7.317
Corperate debt 2,765 — 2,766 2,783 — 2,783
Government debt—U.S. 252 — 252 2,630 — 2,630
Agency assst-backed debt—U.S. 23 — 23 39 — 38
Other asset-backed debt 79 — 79 367 — 367
Money market funds 2,115 — 2,115 1,431 — 1,431
Equity 16 16 — 1 1 —
17,493 16 17,477 14,567 1 14,566
Tetal short-term investments 17,512 16 17,496 14,567 1 14,566
Other current assets
Derivative assets:
interest rate contracts 104 — 104 26 — 26
Foreign exchange contracts 234 — 234 540 — 540
Total other current assets 337 — 337 b6 — 566
Long-term investments
Classified as trading securities:
Equity™ 266 224 42 236 165 7t
Debst 73 73 — 89 89 —
340 298 42 325 254 7t
Classified as available-for-sale securities:
Government and agency debt—non-U.S. 387 — 387 863 — 863
Corporate debt 4,172 36 4,136 4,308 — 4,306
Government debt—U.S. 495 — 495 88 — 88
Other asset-backed debt 35 — 35 238 — 239
Money market funds — — — 14 — 14
Equity 1,174 1,174 — 538 539 —
6,264 1,210 5,054 6,049 539 5,510
Total long-term investments 6,603 1,507 5,096 6,374 793 5,581
Other noncurrent assets
Derivative assets:
Interest rate contracts 477 — 477 598 — 599
Fareign exchange contracts 7 — 7 90 — 90
Total other noncurrent assets 484 — 484 683 — 688
Total assets $ 24937 $ 1.523 $ 23414 5 22197 $ 794 % 21.403
Financial liabilities measured at fair value on a recurring basis:
Other current liabilities
Derivative liahilities:
Interest rate contracts $ 1 8 — 3 1 % 1% - 3 1
Foreign exchange contracts 201 — 201 443 — 443
Total other current liabikities 2m — 201 444 — 444
Other noncurrent liabilities
Derivative liabilities:
Interest rate contracts 177 — 177 147 — 147
Fareign exchange contracts 313 — 313 1,075 — 1,075
Total other noncurrent liabilities 490 — 490 1,222 — 1,222
Total liabilities $ 691§ — 3 691§ 1666 $ =3 1,666

=" As of December 31, 2017 and December 31, 2016, equity securities of $42 million and $71 millien, respectively, are hefd in trust for benefits attributable to the
former Pharmacia Savings Plus Plan.
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Financial Assets and Liabilities Not Measured at Fair Value on a Recurring Basis

The following table presents the financial liabilities not measured at fair value on a recurring basis, including the carrying values and
estimated fair values using a market approach:

December 31, 2017 December 31, 2016
Carrying Value Estimated Fair Value Carrying Vaiue Estimated Fair Value
(MILLICHS OF DOLLARS) Total Level 2 Total Level 2
Financial Liabilities
Long-term debt, excluding the current portion $ 33,538 % 37,253 % 37253 § 31,398 % 3488 § 34,896

The differences between the estimated fair values and carrying values of held-to-maturity debt securities. restricted stock and private equity
securities at cost, and short-term borrowings not measured at fair value on a recurring basis were not significant as of December 31, 2017 or
December 31, 2016. The fair value measurements of our held-to-maturity debt securities and our short-term borrowings are based on Level 2
inputs, using a market approach. The fair value measurements of our private equity securities carried at cost, which represent investments in
the life sciences sector, are based on Level 3 inputs using a market approach.

in addition, as of December 31, 2017 and 2016, we had iong-term receivables where the determination of fair value employs discounted future
cash flows, using current interest rates at which similar loans would be made to borrowers with similar credit ratings and for the same
remaining maturities. As of December 31, 2017 and 20186, the differences between the estimated fair values and carrying values of these
receivables were not significant.

There were no significant impairments of financial assets recognized in any period presented.

Total Short-Term and Long-Term |nvestments

The following table represents cur investments by classification type:

As of December 31,

(MILLICHS ©F DOLLARS) 2017 2016
Short-term investments
Trading securities $ 19 § —
Available-for-sale debt and equity securities 17,493 14,567
Held-to-maturity debt securities 1,138 688
Total Short-term investments $ 18,650 § 15,255
Long-term investiments
Trading securities $ 340 $ 325
Available-for-sale debt and equity securities 6,264 6,049
Held-to-maturity debt securities 4 7
Private equity investments carried at equity-method or cost 408 735
Total Long-term investments $ 7015 % 7116
Held-to-maturity cash equivalents $ 719

Fair Value Methodoloay

The following inputs and valuation techniques were used to estimate the fair value of our financial assets and liabilities:
+  Trading equity securities—qucted market prices.
« Trading debt securities—quoted market prices.

« Available-for-sale debt securities—third-party matrix-pricing model that uses significant inputs derived from or corroborated by observable
market data and credit-adjusted interest rate yield curves. Receivable-backed, loan-backed, and mortgage-backed debt securities are
valued by third-party models that use significant inputs derived from observable market data like prepayment rates, default rates, and
recovery rates.

« Available-for-sale equity securities—third-party pricing services that principally use a composite of ohservabie prices.

« Derivative assets and liabiiities (financial instruments)—third-party matrix-pricing model that uses significant inputs derived from or
carroborated by observable market data. VWhere applicable, these models discount future cash flow amounts using market-based
observable inputs, including interest rate yield curves, and forward and spot prices for currencies. The credit risk impact to our derivative
financial instruments was not significant.

«  Held-to-maturity debt securities—third-party matrix-pricing model that uses significant inputs derived from or corroborated by observable
market data and credit-adjusted interest rate yield curves.

+ Available-for-sale money market funds—observable net asset value prices.

«  Private equity securities, excluding equity-method investments—application of the implied votatility associated with an observabie bictech
index to the carrying amount of our portfalic.
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«  Short-term borrowings and long-term debt—third-party matrix-pricing model that uses significant inputs derived from or corroborated by
observable market data and cur own credit rating.

We periodicaily review the methodologies, inputs and outputs of third-party pricing services for reasonableness. Our procedures can include,
for example, referencing other third-party pricing models, monitoring key observable inputs (like LIBOR interest rates) and seiectively
performing test-comparisons of values with actual sales of financial instruments.

B. Investments
At December 31, 2017, the investment securities portfclio consisted of debt securities that were virtually ali investment-grade.

Information on investments in debt and equity securities at December 31, 2017 and 2016 is as follows, including, as of December 31, 2017,
the contractual maturities, or as necessary, the estimated maturities, of the available-for-sale and held-to maturity debt securities:

December 31, 2017 December 21,2015
Gross Unrealizad #laturitias iin Years) Gross Linreaized
Arroitzed Fair Within Qver | Arnortized Fair
(MILLICHNS OF DOLLARS) Cost Gains Losses Vaius 1 tod Cwer & Total Cost Gains Losses Yaiug
Available-for-cale debt sacurities
Govsinment a1 agency debt—
nor-U.3 $ 12616 $§ 61 § (48 $12629 $12242 § 3\7 % — $12829 § 3403 % LA ¥ 5179
Corporste debt™ 6,955 15 (33) 5938 2766 2,630 1542 6,938 7162 18 7089
Govemment dekt—-1U 3 765 — {19) 747 252 495 — 747 2728 4 0121 2718
Agericy ssset-Dached debt—UJ.S 24 - ()] 24 23 - - 24 41 — [ 39
Other asset-bached debt™ 114 — — 114 7% 32 3 114 807 2 805
Time deposits and other 1,091 — — 1,091 1,087 — 4 1,091 530 — — 30
Govainment a1 agency debt—
nor-U.s 770 —_ —_ 770 770 —_ —_ 770 412 — — 412

Total debt securities $ 22337 § 77 § (100) $22313 $M721e $ 3544 $ 1550 $22313 ¢ 20184 $ 26 & (335 $ 19873
Avaitabie-for-sale equity securities
fonsy market funds $ 2118 8§ — % — 8§ 2115 § 1445 % — % 17 % 1445
Equity 728 586 (124) 1,180 425 236 1125 540
Total avaiiabie-for-saie equity
securites § 2843 § 586 § (124) § 3304 1672 § 236§ (128 § 1085

*issued by a diverse group of corporations.

" Includes receivable-backed, joan-backed, and mortgage-backed securities, all of which are in senior positions in the capital structure of the security.
Receivable-backed securities are collateralized by credit cards receivables, and loan-backed securities are collateralized by senior secured abligations of a
diverse pool of companies or student loans. Mortgage-backed securities are collateralized by diversified pools of residential and commaercial mortgages.

C. Short-Term Borrowings

Shert-term borrowings include:

As of December 31,

(MILLICMS QF DOLLARS) 2017 2016
Commercial paper $ 6,100 % 5,800
Current portion of long-term debt, principal amount® 3,532 4201
Other short-term berrowings, principal amount™ 320 673
Total short-term borrowings, principal amount 9,951 10,674
Net fair value adjustments related to hedging and purchase accounting 14 24
Net unamortized discounts, premiums and debt issuance costs (12} {11}
Total Short-term borrowings, including current portion of long-term debt, carried at historical proceeds,
as adjusted $ 9953 % 10,688

Bl

For additicnal information, see Note 7D.

' Other short-term borrowings primarily include cash coltateral. For additional information, see Note 7F.

The weighted-average effective interest rate on commercial paper outstanding was approximately 1.36% as of December 31, 2017 and 0.83%
as of December 31, 2016.

On June 24, 2016, we acquired Anacor and assumed its short-term debt with an acquisition date fair value of $698 million, which was
redeemed in the second and third quarters of 2016.

As of December 31, 2017, we had approximately $7.0 bilion of unused revolving credit facility, expiring in 2022, which may be used to support
our commercial paper borrowings.
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D. Leng-Term Debt

New lssuances

In 2017, we issued the following senior unsecured notes:

Settiement Date Maturity Date Interest Rate Issue Currency Principal Amount
March 6, 2017 March 2019 3-month EURIBOR+0.20% (0% floor) Euro € 1,250
March 2020 0.00% Euro 1,000
March 2022 0.25% Euro 1,000
March 2027 1.00% Euro 750
€ 4000 @
December 19, 2017 June 2043 2735% UKpound £ 1376 ©
March 17, 2017 March 2047 4.20% U.S. dollar $ 1,065 ©

" The weighted-average effective interest rate for the suro notes at issuance was 0.23%,

" In December 2017, Pfizer exchanged approximately £833 million principal amount of the outstanding 6.50% debt due 2038 for £1.376 billion principal amount of
2.735% debt due 2043. This exchange constituted a debt extinguishment. See the following “Retirements” section for the income statement impact from the
extinguishment.

' The notes. issued in U.S. doltars in Taiwan, are redeemable, at our option, in whole but not in part, on each March 17 on or after March 17, 2020,

On November 21, 2016, we completed a public offering of $6.0 billicn aggregate principal amount of senior unsecured notes: $1.0 billion of
notes due 2019; $1.0 billion of notes due 2021; $1.75 billion of notes due 2026; $1.0 bilion of notes due 2036; and $1.25 billion of notes due
2046, with a weighted-average effective interest rate of 3.10%.

On June 3, 2016, we completed a public offering of $5.0 billien aggregate principal amount of senicr unsecured notes with a weighted-average
effective interest rate of 2.09%.

Acquisition of Hospira Debt

On September 3, 2015, the Hospira acquisition date, our long-term debt increased due to the addition of an aggregate principal amount of
$1,750 millicn of legacy Hespira debt, recorded at acquisition-date fair value of $1,928 millicn.

in October 2015, Pfizer exchanged $1.7 billion debt of its then recently acquired subsidiary, Hospira, for virtually the same amcunt of Pfizer
debt with the same interest rate and maturity terms as the Hospira debt, leaving a minor amount of outstanding debt in Hospira's name that
was redeemed during the fourth quarter of 2016. In connection with the exchange offers, the indenture governing the Hospira notes and the
Hospira notes were amended to, among cther things, eliminate substantially all of the restrictive covenants. The net income effect of this
exchange was immaterial.

Retirements

in December 2017, we exchanged approximately £833 million and repurchased £197 million principal amount of the cutstanding 6.50% debt
before the maturity date at a redemption value of £1.7 billion, leaving £470 million principal amount of the 6.50% debt due 2038 outstanding.
Also, in December 2017, we repurchased approximately €834 million principal amount of the outstanding 5.75% debt before the maturity date
at a redemption value of €1.0 billion, leaving approximately €1.2 hillion of the 5.75% euro-denominated debt due 2021 cutstanding. As a result,
we recorded a net loss of approximately $846 million and $153 millicn upen the exchange and early retirement of the U.K. pound-dencminated
debt and the early retirement of the eurc-dencominated debt, respectively, for a net loss on early retirement of debt of $399 million. which
included the related termination of cross-currency swaps, and that were recorded in Other (income)/deductions——net in the consclidated
statement of income (see Note 4).

In November 2016, we repurchased $3.4 billion carrying value of outstanding debt before the maturity date at a redemption value of $3.7
hiltion. The debt repurchased included $3.27 hillion carrying value of 6.20% senior notes due March 2019. As a result, we recorded a total net
loss of approximately $312 million upon the early redemption of debt, which included the related terminaticn of interest rate swaps, and which
was recorded in Other (income)/deductions—netin the consolidated statement of income (see Note 4).
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The following table provides the components of our senior unsecured long-term debt. including the weighted-average stated interest rate for
2017 and 2016 by maturity.

As of December 31,

(MILLICNS OF DOLLARS) 2017 2046
Notes due 2018 (2.3%)™ $ — 8 3,532
Notes due 2019 (1.3% and 1.8%) 4,848 3,350
Notes due 2020 (1.1% and 5.2%) 1,528 330
Notes due 2021 (3.5% and 3.9%) 3,550 4,260
Notes due 2022 (0.3%) 1,198 —
Notes due 2023 (4.3% and 4.3%) 1,592 1,592
Notes due 2024-2028 (3.5% and 3.9%) 6,258 5,360
Notes due 2034-2038 (5.7% and 5.9%) 4,886 6,102
Notes due 2039-2043 (5.2% and 6.4%) 5,606 3.745
Notes due 2044-2047 (4.2% and 4.2%) 3,315 2,250
Tetat long-term borrowings. principal amount 32,783 30,520
Net fair value adjustments related to hedging and purchase accounting 872 998
Net unamortized discounts, premiums and debt issuance costs (125) (130)
Other long-term obligations 8 9
Total tong-term borrowings, carried at historical proceeds, as adjusted $ 33,538 § 31,398
Current portion of long-term debt. carried at historical proceeds (not included above (2.4% and 3.0%) $ 3,546 & 4 225

" At December 31, 2017, the debt issuances have been reclassified to the current portion of long-term debt.

Cur long-term debt. provided in the above table, is generally redeemable by us at any time at varying redemption prices plus accrued and
unpaid interest

E. Other Noncurrent Liabilities

in December 2017, the U.S. approved Bosulif (bosutinib) for the treatment of patients with newly-diagnosed chronic-phase Ph+ CML. In
cennection with the U.S. approval, we incurred an obligation to make guaranteed fixed annual payments over a ten-year period aggregating
$416 million related to a research and development arrangement. As a result, during the fourth quarter of 2017 we recorded the estimated net
present value of $364 million as an intangible asset in Developed techinology rights, and we have recorded the present value of the remaining
future payments of $281 million in Other noncurrent liabffities and $83 million in Other current liabilities as of December 31, 2017.

In August 2017, the U.S. approved Besponsa (inotuzumab ozegamicin) and in June 2017, the EU approved Besponsa as monotherapy for the
treatment of aduits with relapsed or refractory CD22-positive B-cell precursor acute lymphoblastic leukemia. In connection with the U.S.
approval, we incurred an obligation to make guaranteed fixed annual payments over a nine-year period aggregating $296 millicn related to a
research and development arrangement. As a result, during the third quarter of 2017 we recorded the estimated net present value of $248
million as an intangibie asset in Developed technology rights, and we have recorded the present value of the remaining future payments of
$236 mitlion in Other noncurrent liabilities and $15 million in Other current fiabilities as of December 31, 2017. In connection with the EU
approval, we incurred an obligation to make guaranteed fixed annual payments over a nine-year period aggregating $148 millicn related tc a
research and development arrangement. As a result, during the second quarter of 2017 we recorded the estimated net present value of $123
million as an intangible asset in Developed technology rights, and we have recorded the present value of the remaining future payments of
$119 millien in Other noncurrent fiabiiities and $6 million in Other current liabilities as of December 31, 2017,

The differences between the estimated fair values, using a market approach in the Level 2 fair value hierarchy, and carrying values of the
cbligations were not significant as of December 31, 2017.

F. Derivative Financia!l Instruments and Hedging Activities

Foreign Exchange Risk

A significant portion of our revenues, earnings and net investments in foreign affiliates is exposed to changes in foreign exchange rates. We
manage our foreign exchange risk, in part, through operational means, including managing same-currency revenues in relation to same-
currency costs and same-currency assets in relation to same-currency liabilities. We also manage our foreign exchange risk, depending on
market conditions, through fair value, cash flow. and net investment hedging programs through the use of derivative financial instruments and
foreign currency debt. These financial instruments serve to protect net income against the impact of remeasurement into ancther currency. or
against the impact of translation intc U.S. dollars of certain foreign exchange-denominated transactions.
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All derivative financiat instruments used to manage foreign currency risk are measured at fair value and are reported as assets or liabilities on
the consclidated balance sheet. The derivative financial instruments primarily hedge or offset exposures in the euro, U.K. pound, Japanese
yen, and Canadian dollar. Changes in fair value are reported in earnings or in Other comprehensive income/(loss), depending on the nature
and purpose of the financial instrument (hedge or offset relationship) and the effectiveness of the hedge relationships, as follows:

« We recognize the gains and losses on foreign exchange contracts that are designated as fair value hedges in earnings upon the recognition
of the change in fair value of the hedged risk. We recognize the offsetting foreign exchange impact attributabie to the hedged item alsc in
earnings.

« We record in Other comprehensive income/loss) the effective portion of the gains or losses on foreign exchange contracts that are
designated as cash flow hedges and reclassify those amounts, as appropriate, into earnings in the same pericd or perieds during which the
hedged transaction affects earnings.

« As part of our net investment hedging program. we recognize the gain and loss impact on foreign exchange contracts designated as hedges
of our net investments in earnings in three ways: over time-for the periodic net swap payments; immediately-to the extent of any change in
the difference between the foreign exchange spot rate and forward rate; and upon sale or substantial liquidation of our net investments-to
the extent of change in the foreign exchange spot rates. We record in Other comprehensive income/{ioss} the foreign exchange gains and
losses related to foreign exchange-denominated debt designated as a hedge of our net investments in foreign subsidiaries and reclassify
those amounts into earnings upon the sale or substantial liquidation of our net investments.

= For certain foreign exchange contracts not designated as hedging instruments, we recognize the gains and iosses on foreign currency
exchange contracts that are used to offset the same foreign currency assets or liabilities immediately into earnings along with the earnings
impact of the items they generally offset. These contracts essentially take the opposite currency position of that reflected in the month-end
balance sheet to counterbalance the effect of any currency movement.

As a part of our cash flow hedging program, we designate foreign exchange contracts to hedge a portion of our forecasted euro, Japanese
yen, Chingse renminbi, U.K. pound. Canadian dollar, and Australian dollar-denominated intercompany inventory sales expected to occur no
more than two years from the date of each hedge.

Any ineffectiveness is recognized immediately into earnings. There was no significant ineffectiveness for any period presented.
Interest Rate Risk

Cur interest-bearing investments and borrowings are subject to interest rate risk. We strive to invest and borrow primarily on a fleating-rate
basis; however, in light of current market conditions, we currently borrow primarity on a long-term, fixed-rate basis. From time to time.
depending on market conditions, we will change the profile of our outstanding debt by entering into derivative financial instruments like interest
rate swaps. We entered into derivative financial instruments to hedge or offset the fixed intergst rates on the hedged item, matching the
amount and timing of the hedged item. The derivative financial instruments primarily hedge U.S. doliar fixed-rate debt.

All derivative contracts used to manage interest rate risk are measured at fair value and reported as assets or liabilities on the consolidated

balance sheet. Changes in fair value are reported in earnings, as follows:

« We recognize the gains and losses on interest rate contracts that are designated as fair value hedges in earnings upon the recognition of
the change in fair value of the hedged risk. We recognize the offsetting earnings impact of fixed-rate debt attributabie to the hedged risk
also in earnings.

Any ineffectiveness is recegnized immediately into earnings. There was no significant ineffectiveness for any period presented.

The following tabte provides the fair value of the derivative financial instruments and the related notional amounts presented between those
derfvatives that are designated as hedging instruments and those that are not designated as hedging instruments:

(MILLICHNS OF DOLLARS) December 31, 2017 December 31. 2016
Fair Value Fair Value
Notionai Asset Liability Notional Asset Liability
Derivatives designated as hedging instruments:
Foreign exchange contracts'™ $ 18723 § 179 % 459 § 14424 3 468 $ 1,135
Interest rate contracts 12,430 581 178 15,891 625 148
760 637 1,093 1,283
Derivatives not designated as hedging instruments:
Foreign exchange contracts $ 14300 § 62 % 54 § 13100 % 162 & 382
Total $ 822 $ 691 3 1255 § 1,665

¥ As of December 31, 2017, the notional amount of outstanding foreign currency forward-exchange contracts hedging our intercompany forecasted inventory
sales was $5.1 hillion.
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The following table provides information about the gains/{losses) incurred to hedge or offset operational foreign exchange or interest rate

risk:
Amount of Gains/{Losses)
Amount of Amount of Gains/{Losses) Reclassified from
Gains/(Losses) Recognized in OCI OCtinto OID and COS

o) ah. () G

(Effective Portion)
As of December 31,
{(MILLIGHS CF DOLLARS) 2017 20186 2017 2016 2017 2016

Derivative Financial Instruments in Cash Flow
Hedge Relationships:

Foreign exchange contracts'™ $ 8 $ 4 $ 12) $ (444) $ 520 $ 451)

Recognized in OID™ (Effective Portion

Derivative Financial Instruments in Fair Value
Hedge Relationships:

interest rate contracts (60) (181) — — — —
Hedged item gainfloss) 60 181 — — — —
Foreign exchange contracts 19 (4) — — — —
Hedged item gain/loss) 19 4 — — — —

Derivative Financial Instruments in Net
Investment Hedge Relationships:

Foreign exchange contracts — 1 — (13) —

Non-Derivative Financial Instruments in Net
Investment Hedge Relationships:

Foreign currency short-term borrowings — — — (26) — —
Foreign currency long-term debt'*! — — (580) — — —

Derivative Financial instruments Not Designated
as Hedges:

Foreign exchange contracts (87) (105) — — — —
All other net — — 2 1 1 (1)
$ 93) $ (107) § {591) 3 (483) § 520 3% (452)

El 01D = Other (income)/deductions—net, included in Other {income}/deductions—net in the consolidated statements ofincome. COS = Cost of Sales, included in
Cost of Sales in the consdlidated statements of income, OC| = Other comprehensive income/(iess), included in the consolidated statements of comprehensive
incoma.

' There was no significant ineffectiveness for any period presented.

%) For derivative financial instruments in cash fiow hedge relationships, the effective portion is included in Other comprehensive income/{loss)—Unrealized holding

gains/{losses) on derivative financial instruments, net. For derivative financial instruments in net investment hedge relationships and for forsign currency debt

designated as hedging instruments, the effective portion is included in Other comprehensive income/{loss)—Foreign currenicy transtation adjustments, nef.

Based on year-end foreign exchange rates that are subject to change, we expect to reclassify a pre-tax ioss of $72 millich within the next 12 months inta Cost of

sales. The maximum length of time over which we are hedging future foreign exchange cash flow relates to our $1.9 billion U.K. pound debt maturing in 2043,

= Long-term debt includes foreign currency long-term horrowings with carrying values of $4.8 billion as of Decamber 31, 2017, which are used as hedging
instruments

1)

Certain of our derivative instruments are covered by associated credit-support agreements that have credit-risk-related contingent features
designed to reduce our counterparties’ exposure to our risk of defaulting on amounts owed. As of December 31, 2017, the aggregate fair value
of these derivative instruments that are in a net Hability position was $336 million, for which we have posted collateral of $346 million in the
normal course of business. If there had been a downgrade tc below an Arating by S&F or the equivalent rating by Moody's, we would nct
have been required to post any additional collateral to our counterparties.

As of December 31, 2017, we received cash collateral of $226 millicn from varicus counterparties. The collateral primarily supports the
approximate fair value of our derivative contracts. With respect te the coltateral received, the obiigations are reported in Short-ferm
borrowings, including current portion of long-terim debf.

G. Credit Risk

On an ongoing basis, we review the creditworthiness of counterparties to our foreign exchange and interest rate agreements and do not
expect to incur a significant loss from fallure of any counterparties to perform under the agreements. There are no significant concentrations of
credit risk related te our financial instruments with any individual counterparty, except for certain significant customers. For additional
information, see Note 18C. For details about our investments, see Note 7B above.

In general, there is no requirement for collateral from customers. However, derivative financial instruments are executed under credit-support

agreements that provide for the ability to request collateral payments, depending on levels of exposure, our credit rating and the credit rating
of the counterparty, see Nofe 7F above.
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Note 8. Inventories

The following table provides the components of fnventories:

As of December 31,

(MILLICMS QF DOLLARS) 217 2016
Finished goods $ 2,883 % 2,293
Work in process 3,908 3,696
Raw materials and supplies 788 793
Inventories'™ $ 7,578 & 6783
Nencusrent inventories not included above'™ $ 683 § 683

'* The change from December 31, 2018 reflects the build of inventory primarily for and in advance of new or potential product launches and increases to meet
targeted levels for certain products in the normal course of business, as well as an increase due to foreign exchange.
& Included in Other noncurrent assets. There are no recoverability issues associated with these amounts.

Note 9. Property, Plant and Eguipment

The following tabte provides the components of Property, plant and equipment:

Usefut Lives As of December 31,

(MILLICHNS ©F DOLLARS) (Years) 2017 20186
Land - $ 5406 % 530
Buildings 33-50 10,254 9,810
Machinery and equipment 8-20 11,902 11,248
Furniture, fixtures and other 3-121/72 4,661 4410
Construction in progress - 2,680 2127

30,037 28125
Less: Accumulated depreciation 16,172 14,807
Property, piant and equipment™ $ 1385 $ 13318

' The increase in total property. plant and equipment is primarily due to capital additions and the impact of fereign exchange, partially offset by depreciation,
reductions due to restructuring efforts and disposals.

Note 10. Identifiable Intangibie Assets and Goodwill

A. Identifiable Intanaible Assets

Balance Sheet Information

The following table provides the components of fdentiflable intangible assets:

December 31, 2017 December 31, 2016
Identifiable Identifiable
intangible Intangible
Gross Assels, less Gross Assets, less
Carrying Accumulated  Accumulated Carrying  Accumulated  Accumulated
(MILLICHS OF DOLLARS) Amount Amortization  Amortization Amount Amortization Amortization
Finite-lived intangible assets

Developed technology rights' $ 89550 § {54,785) $ 34,765 $ 83390 § (49,650} $ 33,740
Brands 2,134 (1,152) 982 2,092 (1,032} 1,060
Licensing agreements and other 1,911 (1,0986) 815 1,869 (1.005) 864
93,595 (57,033) 36,562 87.351 (51,687} 35,664

Indefinite-lived intangible assets
Brands and other 6,929 6,929 6.883 6,883
IPR&D' 5,248 5,249 10.101 10,101
12,179 12,179 16.984 16,984
Identifiabie intangible assets™ $ 105774 § {57,033) % 48,741 § 104335 § (51,687) $ 52,648

e

The changes in the gross carrying amount of Developed technology rights and IPRED primarily reflect (i) the transfer of $4.8 billion from IPRED to Developed
fechnology rights to reflect the approval of Eucrisa, (i) the Developed fechnology rights and PR&D acquired as part of the acquisition of AstraZeneca's smail
maolecule anti-infectives business (see Note 24), (i) the Developed technology rights of $371 million recorded in connection with the EU and U.S. approvals of
Besponsa (see Note 7E), (iv) the Developed technology rights of $364 million recorded in connection with the U.S. approval of Bosulif (see Nofe 7E) and (v) the
Developed technology rights of $140 million recarded in connection with the approvals of Bavencio (ses Note 2C) partially offset by (vi) measurement period
adjustments related to Medivation (see Nofe 24} and (vii) impairments of Developed technology rights (see Nofe 4.
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" The decrease in /dentifiable infangible assets, less accumulated amortization, is primarily dus to (i) amartization, (i) measurement period adjustments related to
Medivation {see Note 24), as well as (iii) impairments of Developed fechniology rights (see Note 4), partially offset by (iv) assets acquired as part of the
acquisition of AstraZeneca's small molecule anti-infectives business (see Nate 24), (v) the assets recorded in connection with the EU and U.S. approvals of
Besponsa and in connection with the U.S. approval of Bosulif (see Note 7E) and (vi) the assets recerded in connection with the approvals of Bavencio (see
Note 2C).

Qur identifiable intangible assets are associated with the following, as a percentage of total identifiable intangibte assets, less accumulated
amortization:

December 31, 2017

IH EH WRD
Developed technology rights 68% 31% —
Brands, finite-lived 75% 25% —_
Brands, indefinite-lived 1% 29% —_
IPR&D 81% 12% 7%

Developed Technology Rights

Developed technology rights represent the amortized cost associated with developed technology, which has been acquired from third parties
and which can include the right to develop, use. market, sell and/or offer for sale the product, compounds and intellectual property that we
have acquired with respect to products, compounds and/or processes that have been completed. We possess a well-diversified portfolio of
hundreds of developed technology rights across therapeutic categories, representing the commercialized products included in our
bicpharmaceutical businesses. The more significant components of developed technclogy rights are the following (in order of significance):
Ktandi, Prevnar 13/Prevenar 13 Infant, Eucrisa, Enbrel, Premarin, Prevnar 13/Prevenar 13 Adult, and, to a lesser extent Tygacil. Pristig,
Refacto AF and Zavicefta. Also included in this category are the post-approval milestone payments made under our alliance agreements for
certain biopharmaceutical products.

Brands

Brands represent the amortized or unamortized cost associated with tradenames and know-how, as the products themselves do not receive
patent protection. Most of these assets are associated with our Consumer Healthcare business unit. The more significant components of
indefinite-lived brands are the following (in order of significance): Advil, Xanax/Xanax XR, Centrum, Caltrate. Medrol and Preparation H. The
more significant components of finite-lived brands are the following (in order of significance): Nexium, Depo-Provera, Zavedos and, to a lesser
extent, idoform Bifiform, Polocard and Advil Cold and Sinus.

IPR&D

IPR&D assets represent R&D assets that have not vet received regulatory approval in a major market. The more significant components of
IPR&D at December 31, 2017 are the programs for the treatment of non-metastatic and metastatic prostate cancer and the program for the
oral PARP inhibitor for the treatment of patients with germline BRCA-mutated advanced breast cancer, both acquired as part of the Medivation
acquisition.

IPR&D assets are required to be classified as indefinite-lived assets until the successful completicn or the abandonment of the asscciated
R&D effort. Accordingly, during the development period after the date of acquisition, these assets will not be amortized until approval is
obtained in a major market, typically either the U.S. orthe EU, or in a series of cther countries, subject to certain specified conditions and
management judgment. At that time, we will determine the useful life of the asset, reclassify the asset out of IPR&D and begin amortization. If
the associated R&D effort is abandoned, the related IPR&D assets will likely be written-off, and we will record an impairment charge.

For IPRAD assets, the risk of failure is significant and there can be no certainty that these assets ultimately will yield successful products. The
nature of the biopharmaceutical business is high-risk and, as such, we expect that many of these |PR&D assets will become impaired and be
written off at some time in the future.

Amortization

The weighted-average life for each of our total finite-lived intangible assets and the largest component, developed technology rights, is
approximately 10 years. Total amortization expense for finite-lived intangible assets was $4.8 billion in 2017, $4.1 billion in 2016 and $3.8
billion in 2015.

The following table provides the annual amortization expense expected for the years 2018 through 2022:
{(MILLICHS OF DOLLARS) 2018 2019 2020 2021 2022
Amortization expense 3 4798 § 4592 % 3569 § 3474 § 3,223
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B. Goodwill

The following table provides the components of and changes in the carrying amount of Goodwill:

(MILLIGMNS QF DOLLARS) 1H EH Total
Balance, January 1, 2016 $ 23,809 $ 24,433 § 48,242
Additions™ 8,357 12 6,369
Other™ (32) (130) (162)
Balance, December 31, 2016 30,134 24315 54,448
Additions™ 572 92 664
Other™™ 435 404 840
Balance, December 31, 2017 $ 31,141 % 24811 § 55,952

*"iH additions primarity relate to our acquisitions of Medivation, Anacor and Bambhoo (see Note 24).

" Primarily reflocts the impact of foreign exchange and, with respect to EH, the impact of the reclassification of $11¢ million ta Assets held for sale during 2016
(see Nofe 2B).

' IH additions primarify represent measurement pariod adjustments related to our Madivation acquisition, and EH additions relats to our acquisition of
AstraZeneca's small molecule anti-infectives business (see Nofe 24).

& Primarily reflects the impact of foreign exchange and an adjustment of our estimate of goodwill associated with the HIS net assets sold.

Note 11. Pension and Postretirement Benefit Plans and Defined Contribution Plans

The majority of cur employees worldwide are eligible for retirement benefits provided through defined benefit pension pians. defined
contribution plans or both. In the U.S.. we sponsor both IRC-qualified and supplemental (non-qualified) defined benefit plans and defined
contribution pians. A qualified plan meets the requirements of certain sections of the IRC, and, generally, contributions to qualified plans are
tax deductible. A qualified plan typically provides benefits to a broad group of employees with restrictions on discriminating in faver of highly
compensated employees with regard to coverage, benefits and contributions. A supplemental (non-qualified) plan provides additional benefits

to certain employees. In addition, we provide medical insurance benefits to certain retirees and their eligibie dependents through our
postretirement plans.

Effective January 1. 2018, there were two significant defined benefit pension plans that were frozen to future benefit accruals in the U.S. and
U K. and will result in the elimination of future service costs for those plans.

A. Components of Net Periodic Benefit Costs and Changes in Other Comprehensive Loss

The following table provides the annuai (income)/cost and changes in Other comprehensive income/{loss) for our benefit plans:
Year Ended December 31,
Pension Plans

us. Suppléméntai Postretirement
Qualified™ {Non-Qualified} international Plans

{(MILLICNS CF DOLLARS) 2017 2016 2015 2017 2018 2015 2017 2016 2015 2017 2016 2015
Service cost $ 269 % 257 § 287 $ 24 $18 $ 22 §$17t $165 $ 186 § 42 § 41 % 55
Interest cost 634 646 676 54 53 54 204 233 307 90 101 117
Expected return on plan

assets (1,00%5) (958) (1.089) — — — (345) (381) (418) (36) (34) (53)
Amortization of:

Actuarial losses 393 395 348 50 37 44 116 93 122 3 32 38

Prior service cost/(credits) 3 5 (5) (1) 1) (2) (4) (3) {7) (182) (174) (146)
Curtailments 13 10 3 1 1 — — (2) 5 {19) (26) (31)
Settlements 75 90 556 39 28 34 4 9 81 — — —
Special termination benefits — — — — — — 1 1 1 — — —

Net periodic benefit costs/
(income) reported in
income 382 444 773 166 137 153 147 115 277 {75) (59) (21)

(Income)/cost reported in
Cther comprehensive

income/(ioss}'™ 141 253 (396) 23 121 (143)  (301) 640 (542) (8) 3 (540)
(Income)cost recognized in
Comprehensive income $ 523 § 697 $ 378 $189 $258 3 10 $(154) $ 755 $(265) $(83) & (56) $(560)

In April 2017, we ssttled the remaining obligation associated with the Hospira U.S. qualified defined benefit pension plan. We purchased a group annuity
contract on behaif of the remaining plan participants with a third-party insurance provider. As a result, we were relieved of the $156 million net pension benefit
obligation and recorded a pretax settlement gain of $41 million, partially offset by the recagnition of actuarial iosses and prior service costs upon plan settlement
of approximatety $30 million in Restructuring charges and certain acquisition-related costs during the second quarter of 2017 (see Nofe 3). In 2015, the net
periodic benefit costs included ssttiement losses primarily related to participants accepting the lump-sum option made in an offer te certain plan participants to
alect a lump-sum payment to settle Pfizer's pension obligation with those participants, or to elect an early annuity.

B
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®'in 2017 and 2016, the changes to Other comprehensive {incomel/foss for the international plans was impacted by foreign currency movements. For details of

the changes in Other comprehensive (income)/loss, see the benefit plan activity in the consolidated statements of comprehensive income.

The following tabte provides the amounts in Accumulated other comprehensive loss expected to be amortized into 2018 net periodic benefit
costs:

Pension Plans

U.S. U.S. Supplemental
(MILLICHNS OF DOLLARS) Qualified {Non-Qualified) International Postretirement Flans
Actuarial losses™ $ (124) § (16} $ (101) § @)
Pricr service credits and other (2) 1 4 181
Total $ (123) & (15} § (87) % 172

"' Due to the U.S. Pfizer Consolidated Pensicn Plan freeze effective for January 1, 2018, the average amortization period for the U.S. qualified plans and U.S.

supplemental (non-qualified) plans will reflect the expected life expectancy of the plan participants, whereas prior years utifized the expected future service
period of plan participants. The average amortization periods to be utilized for 2018 are 24.8 years for our U.S. qualified plans, 26.2 years for our U.S.
supplemental (non-qualified) plans, 20.0 years for our international plans, and 9.7 for our postretirement plans.

B. Actuarial Assumptions

The following tabte provides the weighted-average actuarial assumptions of our benefit plans:
(PERCENTAGES) 2017 2016 2015
Weighted-average assumptions used to determine benefit obligations

Discount rate:

U.S. qualified pensicn plans 3.8% 4.3% 4.5%
U.S. non-qualified pension plans 3.7% 4.2% 4.5%
International pension plans 2.3% 2.4% 31%
Postretirement plans 3.7% 4.2% 4.5%
Rate of compensation increase:
U.S. qualified pensicn plans 2.8% 2.8% 2.8%
U.S. non-qualified pension plans 2.8% 2.8% 2.8%
International pension plans 2.5% 2.6% 2.6%

Weighted-average assumptions used to determine net periodic benefit cost
Discount rate:

U.S. qualified pensicn plans 4.3% 4.5% 4.2%
U.S. nen-qualified pension plans 4.2% 4.5% 4.0%
International pension plans interest cost™ 2.1% 2.7% 3.0%
international pension plans service cost™ 2.3% 3.0% 3.0%
Postretirement plans 4.2% 4.5% 4.2%
Expected return on plan assets:
U.S. qualified pensicn plans 8.0% 8.0% 8.3%
International pension plans 4.7% 5.2% 5.5%
Postretirement plans 8.0% 8.0% 8.3%
Rate of compensation increase:
U.S. qualified pensicn plans 2.8% 2.8% 2.8%
U.S. nen-qualified pension plans 2.8% 2.8% 2.8%
International pension plans 2.6% 2.6% 27%

B Effective January 1, 2016, the Company changed the approach used to measure service cost and interest costs for certain international pension plans and
other postretirement benefits. In accordance with this change, the effective rate for interest on the benefit obligations and effective rate for service cost,
respectively, are reparted for international pension plans.

The assumptions above are used to develop the benefit obligations at fiscal year-end and to develop the net periodic benefit cost for the
subsequent fiscal year. Therefore, the assumptions used to determine net periodic benefit cost for each year are established at the end of
each previous fiscal year, while the assumptions used to determine benefit obligations are established at each fiscal year-end.

The net periodic benefit cost and the benefit obligations are based on actuarial assumptions that are reviewed on at least an annual basis. We
revise these assumptions based on an annual evaluation of long-term trends, as well as market conditions that may have an impact on the
cost of providing retirement benefits.

The weighted-average discount rate for our U.S. defined benefit plans is determined annually and evaluated and modified to reflect at year-
end the prevailing market rate of a portfolio of high-guality fixed income investments, rated AA/Aa or better that reflect the rates at which the
pension benefits could be effectively settled. For our international plans, the discount rates are set by benchmarking against investment grade
corporate bonds rated AA/Aa or better, including, when there is sufficient data, a yield curve approach. These rate determinations are made
censistent with tocal requirements. Overall, the yield curves used to measure the benefit cbiigations at year-end 2017 resulted in lower
discount rates as compared to the prior year.
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The following table provides the healthcare cost trend rate assumptions for our U.S. postretirement benefit plans:

2017 2016
Healthcare cost trend rate assumed for next year {up to age 65} 6.1% 6.3%
Healthcare cost trend rate assumed for next year (age 65 and older) 7.0% 7.4%
Rate to which the cost trend rate is assumed to decline 4.5% 4.5%
Year that the rate reaches the ultimate trend rate 2037 2037

The following tabte provides the effects as of December 31, 2017 of a one-percentage-point increase or decrease in the healthcare cost trend
rate assumed for postretirement benefits:

(MILLICHS CF DOLLARS)

Increase Decrease
Effect on total service and interest cost components $ 3% (4)
Effect on postretirement benefit obligation 47 (26)

Actuarial and other assumptions for pension and postretirement plans can result from a complex series of judgments about future events and

uncertainties and can rely heavily on estimates and assumptions. For a description of the risks associated with estimates and assumptions,
see Note 1C.

C. Obligations and Funded Status

The following table provides an analysis of the changes in our benefit obligations, ptan assets and funded status of our benefit plans:
Year Ended December 31,
Pension Plans

U.S. Supplemental . Postretirement
U.8. Qualified™ {Non-Qualified) international™ Plans®
(MILLICMS QF DOLLARS) 2017 2016 2017 2016 2017 2016 2017 2016
Change in benefit obligation'®
Benefit obligation, beginning $ 15547 $14926 $ 1,450 § 1343 § 9691 § 5214 § 2254 § 2463
Service cost 269 257 24 18 171 165 42 41
Interest cost 634 646 54 53 204 233 90 101
Employee contributions — — — — 6 7 94 85
Plan amendments — — — — 2 (6) — (177)
Changes in actuarial assumptions and
other 1,614 725 110 185 135 1,273 (77} 22
Foreign exchange impact — — — — 760 (781) 5 —
Acquisitions/divestitures/other, net — — — — 26 1 1 —
Curtailments 11 9 — 1 — (14} 1 —
Settiements (842) (449) (98) (78) (31) (45) — —
Special termination benefits — — — — 1 1 — —
Benefits paid (530) (568) (45) (72) (357) (358) (280} (282)
Benefit obligation, ending™ 16,702 15,547 1,495 1.450 10,607 2,691 2,028 2,254
Change in plan assets
Fair value of plan assets, beginning 12,556 11,633 — — 7,683 7.959 458 622
Actual gain/(loss) on plan assets 2,005 939 — — 811 693 39 44
Company centributions 1,095 1,000 143 151 160 209 183 (12)
Employee contributions — — — — 6 7 94 85
Foreign exchange impact — — — — 561 (782) — —
Acquisitions/divestitures, net — — — — 30 (1) — —
Settiements (842) (449) (98) (78) (31) (45) — —
Benefits paid (530) (568) (45) (72) (357) (358) (280} (282)
Fair value of plan assets. ending 14,284 12,556 — — 8,863 7,683 494 458
Funded status—Plan assets less than benefit
obligation $ (2,418) § (2990) $ (1,495) § (1.450) $ (1,745) § (2.008) $ (1,534) § (1,796)
&

The favorable change in the funded status of our U.S. qualified plans was primarily due to an increase in the actual return on assets, partially offset by plan
losses resulting from the decrease in the discount rate at the end of 2017,

The favorable changs in the international plans’ funded status was primarily due to an increase in the actual return on plan assets, partially offset by plan losses
related to a decrease in the discount rate and unfavorable currency movements.
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"/ The favorable changs in the funded status of our postretirement plans was primarily due to a change to reimbursements of certain benefits provided under the
plan, partiaily offset by plan losses resulting from the decrease in the discount rate at the end of 2017.
i

For the U.S. and international pension plans, the benefit obligation is the PBC. For the postretirement plans, the benefit abligation is the ABO. The ABO for all of
our U.S. qualified pension plans was $186.7 billion in 2017 and $15.4 billion in 2018. The ABO for our U.S. supplemental (non-qualified) pension plans was $1.5
biflion in 2017 and $1.4 billion in 2016. The ABQ for our international pension plans was $10.1 billion in 2017 and $9.3 billion in 20186.

The following tabte provides information as to how the funded status is recognized in our consolidated halance sheets:

As of December 31,
Pension Plans

U.S. Supplemental

Pestretirement
U.S. Qualified (Non-Qualified) International Plans
(MILLICHNS ©F DOLLARS) 2017 2016 2017 2016 2017 2016 2017 2016
Nencurrent assets'™ $ — % — % — § — % 454 % 300 % — § —
Current liabilities™ — (160) (160) (152) (26) (28) {31) (30)
Nencurrent fiabilities™ (2,418) (2.830) (1,336) (1.297) (2,172) (2.279) (1,504) (1,766)
Funded status $ (2418 $ (2990) $ (1,495 % (1.450) $ (1,745) § (2008 $ (1,534) $ (1.796)
' included primarily in Other noncurrent assets.

" included in Accrued compensation and related ftems.

) ncluded in Pension benefit obligations, nef and Postretirement benefit obligations, nef, as appropriate.

The following table provides the pre-tax components of cumulative amounts recognized in Accumulated other comprehensive loss:

As of December 31,
Pension Plans
U.S. Supplemental

Pestretirement
U.8. Qualified (Non-Qualified) International Plans
(MILLICMS QF DOLLARS) 2017 2016 2017 2016 2017 2016 2017 2016
Actuarial josses™ $ @4677) $ (4530) $ (561) § (538) $ {2,322) § (2629 §% (293) & (502)
Pricr service (costs)/credits (23) (27) 1 2 34 40 1,180 1,382
Total $ (4699) § (4558 $ (559) § (536) $ (2,288) § (2589) % (897) § (889)
3l

The accumulated actuarial losses primarily represent the impact of changes in discount rates and other assumptions that result in cumulative changes in our
projected benefit abligations, as well as the cumulative difference between the expected return and actual return on plan assets. These accumulated actuarial
losses are recognized in Ascumiated other comprehensive foss and are amortized into net periodic benefit costs primarily over the average remaining service
period for active participants for plans that are not frozen or the expected life expectancy of plan participants for frozen plans, using the corridor appreach.

The following table provides information related to the funded status of selected benefit plans:

As of December 31,

Pension Plans

U.S. Suppiemental

U.S. Qualified (Non-Qualified) Internationat

(MILLICHNS ©F DOLLARS) 2017 2016 2017 2016 2017 2016
Pensicn plans with an ABO in excess of plan assets:

Fair value of plan assets $ 14,284 § 12556 % — — § 882 § 4625

ABO 16,702 15,422 1,495 1.410 2,724 6,558
Pensicn plans with a PBO in excess of plan assets:

Fair value of plan assets 14,284 12,556 — — 1,526 4936

PBO 16,702 15,547 1,495 1,450 3,825 7.244

All of our U.8. plans and many of our international plans were underfunded as of December 31, 2017.
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D. Plan Assets

The following tabie provides the components of plan assets:

Fair Vatue™ Fair Value®
As of Assets As of Assets
. X . December 31, Level Level Level Measureﬁ December 31, Measure(g
(MILLICMS CF DOLLARS) 2017 1 2 3 at NAY 2016 Lewvell Level2 Level3 at NAV
U.S. gualified pension plans
Cash and cash equivalents $ 655 & M5 § 540 § — § - 3 672 $ 92 $ 380 $ — % -
Equity securities
Glohal equity securities 4,157 4,118 38 1 —_ 3,970 3,943 27 —_ —_
Equity commingled funds 1,194 — 302 — 392 1,062 — 772 — 290
Fixed income securities:
Corporate debt securilies 4,250 5 4,242 3 — 3,232 4 3,217 1 —
Government and agency
chligations 1,316 — 1,316 — — 1,080 — 1,060 — —
Fixed income commingled
funds 91 —_ —_ —_ 94 92 —_ —_ _ 92
Other investments:
Partnership investments® 1,197 — — — 1,197 1,093 — - — 1,093
insurance contracts 215 — 215 — — 235 — 235 — —
Other commingled funds™ 1,206 — — — 1,206 1,140 — — — 1,140
Total 14,284 4,238 7,153 4 2,389 12,556 4,049 5,881 1 2815
International pension plans
Cash and cash equivalents $ 385 $ 448 $ 337 % —  § — 438 38 401 — —
Equity securities:
Global equity securities. 154 146 3 — — 174 183 3 — —
Equity commingled funds 2,897 —_ 1,504 —_ 1,303 2,490 —_ 1,265 —_ 1,224
Fixed income securities:
Corporate debt securilies 588 —_ 588 —_ —_ 489 —_ 474 —_ 15
Government and agency
chligations'™ 716 — 716 — — 853 — 786 — 87
Fixed income commingled
funds 2181 — 1.340 — 341 1,750 — 1.174 — 578
Other investments:
Partnership investments™ 42 — 7 — 35 32 — — — 32
Insurance contracts'® 496 —_ 75 429 1 272 —_ 7 254 1
Other™ 1,404 — 408 458 528 1,185 — 4230 324 431
Total 8,863 194 5,073 887 2,709 7.683 201 4,558 578 2.346
U.S. postretirement plans'®
Cash and cash equivalents — — — — — — — — — —
Equity securities:
Global equity securities — — — — — — — — — —
Equity commingled funds — — — — — — — — — —
Fixed income securities:
Corporate debt securilies — — — — — — — — - -
Government and agency
ohiigations — — — — — — — — — —
Fixed income commingled
unds — — — — — — — — — —
Other investments:
Partnership investments'” — — — — — — — — — —
Insurance contracts 494 — 494 — — 453 — 458 — —

Other commingled funds™ — — — — — — — — — —
Total $ 494 $5 — $ 484 5§ — $ — 3 456 $ — $ 458 $ — % —

¥ Fair values are determined based on valuation inputs categerized as Level 1. 2 or 3 (see Note 1E).

* Certain investments that are measured at NAV per share (or its equivalent) have not been classified in the fair value hierarchy. The NAV amounts presented in this tabie are

intended to parmit reconciliation of the fair value hierarchy to the amounts presented for the total pension benefits pian assets.

Primarily includes investments in private equity, private debt, public equity limited partnerships, and. to a lesser extent, real estate and venture capital.

* Primarily includes, for U.S. plan assels, investments in hedge funds and, to a lesser exten, real estate and, for international plan assets, investments in real estate and
hedge funds.

! Government and agency obligations are inclusive of repurchase agreements.
See below for a tabular analysis of the changes in Level 3 investments valued using significant unobservable inputs.

¥ Reflects postretirement plan assets, which support a portion of our U.S. retiree medical plans.

& 538
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The following table provides an analysis of the changes in our more significant investments valued using significant unobservable inputs:
Year Ended December 31,
international Pension Plans

insurance contracts Other

(MILLICHNS ©F DOLLARS) 2017 2016 2017 2016
Fair value, beginning $ 254 3 219§ 324 % 398
Actual return on plan assets:

Assets held. ending 1 11 18 (1)

Assets sold during the pericd — — 1 [
Purchases, sales and settlements, net 138 20 94 (18)
Exchange rate changes 27 4 30 61)
Fair value, ending $ 420 § 254 § 468 § 324

Asingie estimate of fair value can result from a complex series of judgments about future events and uncertainties and can rely heavily on
estimates and assumptions. For a description of our general accounting policies associated with developing fair value estimates, see Note 1E.
For a description of the risks associated with estimates and assumptions, see Note 1C.

Equity securities, Fixed income securities and Other investments may each be combined into commingled funds. Most commingled funds are
valued to reflect the interest in the fund based on the reported year-end NAV. Partnership and Cther investments are valued based on year-
end reported NAV (or its equivalent), with adjustments as appropriate for fagged reporting of up to three months.

The following methods and assumptions were used to estimate the fair value of our pension and postretirement pians’ assets:

« Cash and cash equivalents: Level 1 investments may include cash, cash equivalents and foreign currency valued using exchange rates.
Level 2 investments may include short-term investment funds which are commingled funds priced at a stable NAV by the administrator of
the funds.

Equity securities: Level 1 investments may include individuat securities that are valued at the closing price or last trade reported on the
major market on which they are traded. Level 1 and Level 2 investments may include commingled funds that have a readily determinable
fair value based on quoted prices on an exchange or a published NAV derived from the quoted prices in active markets of the underlying
securities. Level 3 investments may include individual securities that are unlisted, delisted, suspended, or illiquid and are typically valued
using their last available price.

« Fixedincome securities: Level 1 investments may include individual securities that are valued at the closing price or last trade reported on
the major market on which they are traded. Level 2 investments may include commingled funds that have a readily determinable fair value
based on observable prices of the underlying securities. Level 2 investments may include corporate bonds, government and government
agency obligaticns and cther fixed income securities valued using bid evaluation pricing models or queted prices of securities with similar
characteristics. Level 3 investments may include securities that are valued using alternative pricing sources, such as investment managers
or brokers, which use proprietary pricing models that incorporate unobservable inputs.

« Other investments: Level 1 investments may include individual securities that are valued at the closing price or last trade reported on the
major market on which they are traded. Level 2 investments may include Insurance contracts which invest in interest bearing cash, U.S.
government securities and corporate debt instruments.

Certain investments are authorized to include derivatives, such as equity or bond futures, swaps, options and currency futures or forwards for
managing risks and exposures.
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The following table provides the long-term target asset allocations ranges and the percentage of the fair value of plan assets for benefit

plans:
As of December 31,
Target
Allocation Percentage Percentage of Plan Assets

(PERCENTAGES) 2017 07 2018
U.S. gualified pension pians

Cash and cash equivalents 0-10% 4.6% 5.3%

Equity securities 35-55% 37.5% 40.1%

Fixed income securities 30-55% 38.6% 34.9%

Other investments™ 5-17.5% 18.3% 19.7%
Total 100% 100% 100%
International pension plans

Cash and cash equivalents 0-10% 4.3% 5.7%

Equity securities 25-50% 34.4% 34.7%

Fixed income securities 30-55% 39.3% 40.2%

Other investments 10-30% 21.9% 19.4%
Total 100% 100% 100%
U.S. postretirement plans

Cash and cash equivalents 0-5% — —_

Equity securities — — —

Fixed income securities — — —

Other investments 95-100% 100% 100%
Total 100% 100% 100%

2 Actual percentage of plan assets in Othsr investments for 2017 includes $215 million, as compared ta $235 million in 2016, related to a group fixed annuity
insurance contract that was executed by legacy Wyeth for certain members of its defined benefit plans prior to Pfizer acquiring the company in 2008, and $253
million in 2017, as compared to $144 million in 2016, related to an investment in a partnership whese primary holdings are public equity securities.

Global pian assets are managed with the objective of generating returns that will enable the plans to meet their future obligations, while
seeking to manage net periodic benefit costs and cash contributicns over the long-term. We utilize long-term asset allocation ranges in the
management of our plans' invested assets. Our long-term return expectations are developed based on a diversified, global investment strategy
that takes into account histerical experience, as weli as the impact of portfolio diversification, active portfolioc management. and our view of
current and future economic and financial market conditions. As market conditions and other facters change, we may adjust our targets
accordingly and our asset allocations may vary from the target allocations.

Cur long-term asset allocation ranges reflect our asset class return expectations and tolerance for investment risk within the context of the
respective plans’ iong-term benefit obligations. These ranges are supported by analysis that incorporates historical and expected returns by
asset class, as well as volatilities and correlations across asset classes and our Hability profile.

Each pension plan is overseen by a local committee or board that is responsibie for the overall investment of the pension plan assets. In
determining investment policies and associated target aliocaticns, each committee or board considers a wide variety of factors. As such, the
target asset allocation for each of our international pension plans is set cn a standalone basis by the relevant board or committee. The target
asset aliocation ranges shown for the international pension plans seek to reflect the combined target allocations across all such plans, while
also showing the range within which the target aliocations for each plan typically falls.

The investment managers of certain separately managed accounts, commingled funds and private equity funds may be permitted to use

repurchase agreements and derivative securities, including U.S. Treasury and equity futures contracts as described in each respective
investment management, subscription, partnership or other governing agreement.

E. Cash Flows

it is our practice to fund amounts for our qualified pension plans that are at ieast sufficient to meet the minimum requirements set forth in
applicable employee benefit taws and local tax laws.
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The following table provides the expected future cash flow information related to our benefit plans:

Pension Plans

U.S. Supplemental Postretirement
{(MILLICNS CF DOLLARS) U.S. Qualified {Non-Quakfied) Internaticnal Plans
Expected employer contributions:
2018 $ 500 § 160 226§ 167
Expected benefit payments:
2018 $ 1225 % 160 & 365 & 173
2019 1.071 129 373 179
2020 1.087 128 385 181
2021 1.059 122 394 179
2022 1.032 123 401 173
2023-2027 4,865 513 2,101 802

" Far the U.S. qualified plans, a $500 million voluntary contribution was paid in February 2018.

The above table reflects the total U.S. and international plan benefits projected to be paid from the plans or from cur general assets under the
current actuarial assumptions used for the calculation of the henefit ohligation and, therefore, actual benefit payments may differ from
projected benefit payments.

F. Defined Contribution Pians

We have defined contribution ptans in the U.S. and several cther countries. For the majority of the U.S. defined contribution plans, employees
may confribute a portion of their salaries and benuses to the plans, and we match, in cash, a portion of the employee contributions. Beginning
on January 1, 2011, for newly hired non-union employees, rehires and transfers to the U.S. or Puerto Rico, we no longer offer a defined benefit
pension plan and, instead. offer a Retirement Savings Contribution (RSC) in the defined contribution plan. The RSC is an annual non-
centributory employer contribution (that is not dependent upon the participant making a contribution) determined based on each employee's
eligible compensation, age and years of service. Beginning on January 1, 2018, all non-unton employees in the U.S. and Puertc Rico defined
benefit plans transiticned to the RSC in the defined contribution plans. We recorded charges related to the employer contributions to giobal
defined contribution plans of $380 million in 2017, $317 million in 2016 and $287 million in 2015.

Note 12. Equity
A. Common Stock

We purchase our common stock through privately negotiated transactions or in open market purchases as circumstances and prices warrant.
Purchased shares under each of the share-purchase plans, which are authorized by our Board of Directors, are available for general corporate
purposes. On June 27, 2013, we anncunced that the Beard of Directers had autherized a $10 billion share-purchase plan, which was
exhausted in the first quarter of 2015. On October 23, 2014, we announced that the Board of Directors had authorized an additicnal $11 billion
share repurchase program, which was exhausted in the first quarter of 2017 In December 2015, the Beoard of Directors authorized a new $11
bitlion share repurchase program (the December 2015 Stock Purchase Plan) to be utilized over time, and share repurchases commenced
thereunder in the first quarter of 2017. In December 2017, the Board of Directors authorized a new $10 hillion share repurchase program to be
utilized over time. This new program s in addition tc the $6.4 billicn remaining under the December 2015 Stock Purchase Plan as of
December 31, 2017.

On February 9, 2015, we entered into an accelerated share repurchase agreement with GS&Co. to repurchase shares of our common stock.
This agreement was entered inte under our previously announced share repurchase authorization. Pursuant to the terms of the agreement, on
February 11, 2015, we paid $5 billion to GS&Co. and received approximately 151 million shares of our common stock from GS&Co. On July 2,
2015, the accelerated share repurchase agreement with GS&Co. was completed, which, per the terms of the agreement, resulted in us owing
GS&Co. a certain number of shares of Pfizer common stock or its equivalent dollar vaiue. Pursuant to the agreement’s settiement terms, we
elected te settle this amount in cash and paid an additional $160 millicn to GS&Ce. on July 13, 2015, resulting in a tetal of approximately $5.2
billion paid to GS&Co. The final average price paid for the shares delivered under the accelerated share repurchase agreement was $34 .13
per share.

On March 8, 2016, we entered into an accelerated share repurchase agreement with GS&Co. te repurchase $5 billion of our commeon stock.
Pursuant to the terms of the agreement, on March 10, 2016, we paid $5 billion to GS&Co. and received an initial delivery of approximately 136
million shares of our common stock from GS8.Co. based on a price of $29.36 per share, which represented, based on the closing share price
of our common stock on the NYSE on March 8, 2018, approximatety 80% of the notional amount of the accelerated share repurchase
agreement. On June 20, 2016, the accelerated share repurchase agreement with GS&Co. was completed. which, per the terms of the
agreement, resuited in GS&Co. owing us a certain number of shares of Pfizer common stock. Pursuant to the agreement’s settlement terms.
we received an additional 18 million shares of our common stock from GS&Co. on June 20, 2016. The average price paid for all of the shares
delivered under the accelerated share repurchase agreement was $32.38 per share. The common stock received is included in Treasury
stock. This agreement was entered into pursuant to our previously announced share repurchase authorization.
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On February 2, 2017, we entered into an accelerated share repurchase agreement with Citibank to repurchase $5 billion of cur common stock.
Pursuant to the terms of the agreement, on February 6, 2017, we paid $5 billion to Citibank and received an initial defivery of approximately
126 million shares of cur common stock from Citibank at a price of $31.73 per share, which represented, based on the closing price of our
cemmon stock on the NYSE on February 2, 2017, approximately 80% of the noticnal amount of the accelerated share repurchase agreement.
Cn May 16, 2017, the accelerated share repurchase agreement with Citibank was completed, which, per the terms of the agreement, resulted
in Citibank owing us a certain number of shares of Pfizer common stock. Pursuant to the agreement’s settiement terms, we received an
additional 24 million shares of cur common stock from Citibank on May 19, 2017. The average price paid for all of the shares delivered under
the accelerated share repurchase agreement was $33.31 per share. The common stock received is included in Treasury Stock. This
agreement was entered into pursuant to our previcusly announced share repurchase authorization.

The following table provides the number of shares of our commeon stock purchased and the cost of purchases under our publicly announced
share-purchase plans, including our accelerated share repurchase agreements:

(SHARES IN MILLICNS. DOLLARS [N BI_LIONS) 20177 2016% 20157
Shares of commeon stock purchased 150 154 182
Cost of purchase $ 50 § 50 § 6.2

@ Represents shares purchased pursuant to the accelerated share repurchase agreement with Citibank entered into on February 2, 2017. See above
_for additional information.
ib] Represents shares purchased pursuant to the accelerated share repurchase agreement entered inte on March 8, 2016. See above for additional
information.
“Mincludes approximately 151 million shares purchased for $5.2 billion pursuant to the accelerated share repurchase agreement entered into on
February 9, 2015 (see above for additional information), as well as other share repurchases through year-end 2015.

At December 31, 2017, our remaining share-purchase authorization was appreximately $16.4 billion.
B. Preferred Stock

The Series A convertible perpetual preferred stock is held by an employee stock ownership plan (Freferred ESOP) Trust and provides
dividends at the rate of 6.25%, which are accumulated and paid quarterly. The per-share stated value is $40.300 and the preferred stock ranks
senior to our common stock as to dividends and liguidation rights. Each share is convertible, at the holder’'s option, into 2,574.87 shares of our
cemmon stock with equal voting rights. The conversion option is indexed te our common stock and requires share settiement, and, therefore,
is reported at the fair value at the date of issuance. We may redeem the preferred stock at any time or upon termination of the Preferred
ESOP, at our option, in cash. in shares of common stock, or a combination of beoth at a price of $40,300 per share.

C. Employee Stock Ownership Plans

We have two employee stock cwnership plans (collectively, the ESOPs), the Preferred ESOP and ancther that holds commeon stock of the
Company (Common ESOP).

Allocated shares held by the Common ESOP, including reinvested dividends, are considered outstanding for EPS calculations and the
eventual conversion of allocated preferred shares held by the Preferred ESOP are assumed in the diluted EPS calculation. As of

December 31, 2017, the Preferred ESOP held preferred shares convertible into approximately 1 million shares of cur common stock, and the
Common ESOP held approximatety 51 million shares of cur common stock. As of December 31, 2017, all shares of preferred and commeon
stock held by the ESCPs have been allocated to the Pfizer U.S. defined contribution plan participants. The compensation cost related to the
Common ESOP was $11 million in 2017, $9 million in 2016 and $8 million in 2015. Prior to 2015, Pfizer matching contributions were primarily
invested in the Common ESOF. Beginning in January 2015, Pfizer matching contributicns are being invested based on the investment
direction of the employees’ own contributions. As a result, the compensation cost related to the Commeon ESCP was significantly lower after
2014,

Note 13. Share-Based Payments

Cur compensation programs can include share-based payments. The award value is determined by reference to the fair value of share-based
awards to similar employees in competitive survey data or industry peer groups used for compensation purposes: and is allocated between
different long-term incentive vehicles, in the form of RSUs, PPSs, TSRUs, stock options, PSAs, PFTSRUs and PTUs, as determined by the
Compensation Committee.

The 2014 Stock Plan (2014 Plan) replaced and superseded the 2004 Plan, as amended and restated. The 2014 Plan provides for 520 million
shares to be authorized for grants, plus any shares remaining available for grant under the 2004 Plan as of April 24, 2014 (the carryforward
shares). In addition, the 2014 Plan provides that the number of stock options, Stock Appreciation Rights (known as TSRUs and PTSRUs).
RSUs, or cther performance-based awards that may be granted to any one individual during any 36-month period is limited to 20 million shares,
and that RSUs, PPSs and PSAs count as three shares, while TSRUs. FTSRUs and stock options count as one share, toward the maximum
shares available under the 2014 plan. The 2004 Plan provided that the number of stock options, TSRUs or other performance-based awards
granted to any one individual during any 36-month period was limited to 8 milion shares, and that RSUs, PPSs and PSAs counted against the
maximum available shares as two shares, while stock options and TSRUs counted as one share. As of December 31, 2017, 290 million shares
were avaltable for award.

Although not required to do so, we have used authorized and unissued shares and, tc a iesser extent, treasury stock to satisfy our ohligations
under these programs.
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A. Impact on Net Income

The following table provides the components of share-based compensation expense and the associated tax benefit:
Year Ended December 31,

(MILLICMS QF DOLLARS) 2017 2016 2015
Restricted Stock Units $ 301§ 299 % 308
Total Shareholder Return Units 221 134 36
Partfolio Performance Shares 208 135 147
Stock Options 55 106 165
Performance Share Awards 47 13 11

Directors’ compensation 7 4 4
Share-based payment expense 840 691 663
Tax benefit for share-based compensation expense'™ (163) (205) (198)
Share-based payment expense, net of tax $ 877 ¢ 486 § 471

2 2017 includes the impact of the TCJA on income taxes.

Amounts capitalized as part of inventory cost were net significant for any period presented.

B. Restricted Stock Units

RSUs are awarded to select employees and, when vested, entitle the holder to receive a specified number of shares of our common stock,
including shares resulting from dividend equivaients paid on such RSUs. For RSUs granted during the pericds presented. in virtually all
instances, the units vest after three years of continuous service from the grant date.

We measure the value of RSU grants as of the grant date using the closing price of cur commen stock. The values determined through this fair
value methodology generally are amortized on a straight-line basis over the vesting term into Cost of sales, Selling, informational and
administrative expenses, andfor Research and development expenses, as appropriate.

The following table summarizes all RSU activity during 2017:

Weighted-Average
Shares  Grant-Date Fair Value

(Thousands) Per Share

Nenvested, December 31, 2016 29605 § 32.59
Granted 9,669 34.05
Vested” (16,677) 33.41
Reinvested dividend equivalents 1,106 33.41
Forfeited (1,463) 32,77
Nonvested, December 31, 2017 22241 % 32,64

" ncludes the modification for a commitment to pay 6.4 million RSUs to approximately 9,900 employees, including senior and key management employees, for the
6.6 million RSUs scheduled for near-term vesting. There was no material impact to campensation expense due to the modification.

The following table provides data related to all RSU activity:

Year Ended December 31,

(MILLICMS QF DOLLARS) 2017 2016 2015
Total fair value of shares vested® $ 584 % 293§ 371
Total compensation cost related to nonvested RSU awards not yet recognized, pre-tax $ 254 3 262 § 279
Weighted-average period over which RSU cost is expected to be recognized (years) 1.7 1.7 1.8

) ncludes the modification for a commitment to pay 6.4 million RSUs to approximately 8,800 employeses, including senior and key management employees, for the

8.8 million RSUs scheduled for near-term vesting. There was no material impact to compensation expense due to the modification.
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C. Stock Options

Stock options are awarded to select employees and, when vested, entitle the holder te purchase a specified number of shares of our common
stock at a price per share equal to the closing market price of our common stock on the date of grant.

Beginning in 2016, only a limited set of overseas employees received stock option grants. No stock options were awarded to senior and other
key management in any period presented; however, stock options were awarded to certain other employees. In virtually all instances, stock
options granted since 2005 vest after three years of continuous service from the grant date and have a contractual term of 10 years. In most
cases, stock options must be held for at least one year from the grant date before any vesting may occur. In the event of a sale of business or
plant closing or restructuring, opticns held by employees are immediately vested and are exercisable for a period from three months to their
remaining term, depending on various conditions.

We measure the value of stock option grants as of the grant date using the Black-Scholes-Merton option-pricing model. The values determined
through this fair value methodology generaily are amortized on a straight-line basis over the vesting term into Cost of sales, Selling,
informational and adminisirative expenses, and/or Research and development expenses, as appropriate.

The following table provides the weighted-average assumptions used in the valuation of stock options:
Year Ended December 31,

2017 2016 2015
Expected dividend yield™ 3.69% 3.85% 3.19%
Risk-free interest rate'™ 2.23% 1.55% 1.89%
Expected stock price volatiity™ 18.39% 21.64% 18.34%
Expected term {years)"! 6.75 6.75 6.75

"* Determined using a constant dividend yield during the expected term of the option.

Determined using the interpolated yield on U.S. Treasury zero-coupon issues.
' Determined using implied volatility, after consideration of historical volatility.
' Determined using historical exercise and post-vesting termination patterns.

&1}

The following table summarizes all stock option activity during 2017:

Weighted-Average

Weighted- Average Remaining Aggregate

Shares Exercise Price Contractual Term Intrinsic Value™

{Thousands) Per Share (Years) (Millions)
Qutstanding, December 31, 2016 186,676 $ 26.86
Granted 1,375 34.06
Exercised (34,686) 24.94
Forfeited (1,208) 34.26
Expired (1,400) 30.78

Qutstanding, December 31, 2017 150,757 27.27 51 % 1,350

Vested and expected to vest, December 31, 2017 150,368 27.25 5.1 1,349

Exercisable, December 31, 2017 108747 $ 24.49 43 8 1,276

ial N N . .
= Market price of aur underlying common stock less exercise price.

' The number of options expected to vest takes into account an estimate of expected forfeitures.

The following table summarizes data related to all stock option activity:

Year Ended December 31,
{(MILLICHS CF DOLLARS, EXCEPT PER STOCK OPTION AMOUNTS) 2017 2016 2015

Weighted-average grant-date fair value per stock option $ 4.01 § 389 § 4.30
Aggregate intrinsic value on exercise $ 331§ 389 % 666
Cash received upoen exercise $ 862 § 1019 § 1263
Tax benefits realized related to exercise $ 95 % 112 % 187
Total compensation cost related to nonvested stock options not yet recognized, pre-tax $ 10 % 58 § 158
Weighted-average period over which stock option compensation cost is expected to be recognized

(years) 0.8 1.1 1.8

D. Portfolic Performance Shares

PPSs are awards granted to select employees which, when vested, entitie the holder to receive, at the end of the performance period, a
number of shares within a possible range of shares of our commeon stock, including shares resulting from dividend equivalents paid on such
shares. For PPSs granted during the period presented, the awards vest after three years of continucus service from the grant date and the
number of shares paid, if any, depends on the achievement of predetermined goals related to Ffizer's long-term product portfolio during a 5-
year performance period from the year of the grant date. The number of shares that may be earned over the performance period ranges from
0% to 200% of the initial award.
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We measure the value of PPS grants as of the grant date using the intrinsic value method, for which we use the closing price of our common
stock. The values are amortized on a straight-line basis over the probable vesting term into Cost of sales, Selling, informational and
administrative expenses and/or Research and development expenses, as appropriate, and adjusted each reporting period, as necessary, to
reflect changes in the price of Pfizer's common stock, changes in the number of shares that are probable of being earned and changes in
management's assessment of the probability that the specified performance criteria will be achieved and/or changes in management’s
assessment of the probable vesting term.

The following table summarizes all PPS activity during 2017, with the shares representing the maximum award that could be achieved:
Weighted-Average

Shares Intrinsic Value

(Thousands) Per Share

Nenvested, December 31, 2016 22,266 §$ 32.48
Granted 7,013 34.06
Vested (7,196) 34.28
Forfeited 1,110 33.62
Nonvested, December 31, 2017 2(0,973) $ 35.22

"' VVested and non-vested shares outstanding, but not paid as of December 31, 2017 were 35.0 miliion. Included in this amount is the modification for a commitment
to pay 5.7 million PPSs to approximately 2.800 employees, including senior and key management employees, for the 5.8 million PPSs scheduled for near-term
settiement. There was noe material impact to compensation expense due to the medification.

The following table provides data related to all PPS activity:

Year Ended December 31,

(MILLIGMNS QF DOLLARS) 2017 2016 2015
Total fair value of shares vested $ 131 § 118 & 60
Total compensation cost related to nonvested PPS awards not yet recognized, pre-tax $ 94 % 93 8 102
Weighted-average period over which PPS cost is expected to be recognized (years) 1.7 1.8 1.7

E. Total Shareholder Return Units

TSRUs are awarded to senior and other key management. and, beginning in 2016, to certain other employees. TSRUs entitle the holders to
receive a number of shares of our common stock with a value equal to the difference between the defined settiement price and the grant price,
plus the dividends accumulated during the five-year or seven-year term, if and to the extent the total value is positive. The settlement price is
the average closing price of our commeon stock during the 20 trading days ending on the fith or seventh anniversary of the grant, as applicable;
the grant price is the closing price of our common stock on the date of the grant. The TSRUs are automatically settled on the fifth or seventh
anniversary of the grant but vest on the third anniversary of the grant, after which time there is no longer a substantial risk of forfeiture.

OCn October 26, 2016, the Compensation Committee approved the modification of current outstanding grants of TSRU awards, effective
November 1, 2016, to permit a holder who is "retiree eligible” {(at least age 55 with at least 10 years of service}, to elect to exercise and convert
histher TSRUs when vested, into FTUs. The value received upon the election and conversion is calculated by taking the change in stock price
(20 trading day average ending on the exercise date (Election Price) less the grant price) plus accumulated dividends from the grant date, times
the number of TSRUs exercised. This vaiue is divided by the Election Price to determine the number of PTUs. The PTUs will be entitled to earn
Dividend Equivalent Units (DEUs), and the PTUs and DEUs will be settled in our common stock on the TSRUs criginal settlement date {i.e., the
fith or seventh anniversary of grant). and will be subject to alf of the terms and conditions of the criginal grant including forfeiture provisions.
This modification applied to approximately 2,900 employees, including members of senior management. There was no incremental
cempensation cost resuiting from the modification. In 2017, TSRUs were granted with the right for retirement-eligible employees to elect te
exercise and convert their TSRUs, when vested, into PTUs.

We measure the value of TSRU grants as of the grant date using a Monte Carlo simulation model. The values determined through this fair
value methodology generally are amortized on a straight-line basis over the vesting term into Cost of sales, Selling, informational and
administrative expenses, andfor Research and development expenses, as appropriate.

The following table provides the weighted-average assumptions used in the valuation of TSRUs:

Year Ended December 31,

2017 2016 2015
Expected dividend yield™® 3.69% 3.85% 3.19%
Risk-free interest rate™ 1.98% 1.31% 1.76%
Expected stock price volatifity™ 18.39% 21.64% 18.41%
Ceontractual term (years) 511 512 5.91

"% Determined using a censtant dividend yield during the expected term of the TSRU.
P! Determined using the interpolated yield on U.S. Treasury zero-coupon issues.
**! Determined using implied volatility, after consideration of historical volatility.
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The following table summarizes all TSRU activity during 2017

Weighted-Average
Grant-Date  Weighted-Average

TSRUs Fair Value Grant Price

(Thousands) Per TSRU Per TSRU

Nonvested, December 31, 2016 62,007 § 597 § 31.10
Granted 52,574 6.23 34.06
Vested (5,805) 6.50 32.25
Forfeited (4,870) 6.02 32.36
Nonvested, December 31, 2017 103,906 $ 6.07 % 32.47

The foilowing table summarizes TSRU and PTU information as of December 31, 2017

Weighted-
Weighted- Average  Aggregate
Average Remaining Intrinsic
TSRUs PTUs Grant Price Contractual Value
(Thousands) (Thousands) Per TSRU Term (Years) (NMillions)
TSRUs Qutstanding 124,745 — % 31.37 33 % 896
TSRUs Vested™ 20,839 — 25.89 1.2 335
TSRUs Expected to vest' 95,485 — 32.45 3.7 516
TSRUs exercised and converted to PTUs™® — 36 $ — 0.2 $ 1

" In 2017, we settled 11,327,156 TSRUs with a weighted-average grant price of $22.26 per unit. This includes the madification for a commitment to pay 7. million
TSRUs to approximately 150 employees, including senior and key management employees, for the 7.2 million TSRUs scheduled for near-term settlement. There
was no material impact to compensation expense due to the modification.

" 1n 2017, 46,278 TSRUs with a weighted-average grant price of $22 .65 per unit were converted inte 24,802 PTUs.

' This includes the modification for a commitment to pay 7.0 million TSRUs to approximately 150 employees, including senior and key management employees, for
the 7.2 millien TSRUs scheduled for near-term ssttlement. There was no material impact to compensation expense due to the modification.

" The number of TSRUs sxpacted to vest takes into account an estimate of axpacted forfeitures.

% Includes the modification for a commitment to pay 17,000 PTUs to a few employees, including senior and key management employees, for the 17,000 PTUs
scheduled for near-term settlement. There was ne material impact to compensation expense due to the modification.

The following table provides data related to all TSRU activity:

Year Ended December 31,

(MILLIONS OF DOLLARS. EXCEPT PER TSRU AMOUNTS) 2017 2016 2015
Weighted-average grant-date fair value per TSRU $ 6.23 $ 583 § 6.66
Total compensation cost related to nonvested TSRU grants not yet recognized, pre-tax $ 232§ 164 § 29
Weighted-average period over which TSRU cost is expected to be recognized (years} 1.7 1.8 1.8

F. Performance Share Awards

PSAs are awarded to senior and other key management. PSAs vest after three years of continuous service from the grant date. The number of
shares paid, if any, including shares resuiting from dividend equivalents, for awards granted in 2015 and later. depends upon the achievement
of predetermined goals related to two measures: (i) operating income over three one-year periods; and (i) TSR as compared to the NYSE
ARCA Pharmaceutical Index (DRG Index) over the three-year performance period. The number of shares paid from awards granted in 2014
depends upon the achievement of predetermined goals refated to Pfizer's TSR as compared to an industry peer group, for the three-year
performance period from the year of the grant date. The number of shares that are earned over the performance period ranges from 0% to
200% of the initial award.

We measure the value of PSA grants as of the grant date using the intrinsic value method, for which we use the closing price of our commeon
stock. The values are amortized on a straight-line basis over the probable vesting term into Cost of sales, Selling, informational and
administrative expenses, andfor Research and development expenses. as appropriate, and adjusted each reporting period, as necessary, to
reflect changes in the price of Pfizer's common stock, changes in the number of shares that are probable of being earned and changes in
management's assessment of the probabiity that the specified performance criteria wilt be achieved.
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The following table summarizes all PSA activity during 2017, with the shares granted representing the maximum award that could be

achieved:
Weighted-Average
Shares Intrinsic Value
(Thousands}) Per Share
Nonvested, December 31, 2016 4546 § 32.48
Granted 1,753 34.06
Vested' (1,6389) 35.65
Forfeited (635) 34.16
Nonvested, December 31, 2017 4,024 $ 36.22

"* Includes the modification for a commitment te pay 1.1 million PSAs to approximately 90 employees, including senior and key management employees,
for the 1.1 million PSAs scheduled for near-term vesting. There was no material impact to compensation expense due to the modification.

The following table provides data related to ail PSA activity:

Year Ended December 31,

{(MILLICHS QF DOLLARS) 2017 2016 2015

Total fair value of shares vested™ $ 58 5 g s 14
Total compensation cost related to nonvested PSA grants not yet recognized, pre-tax $ 34 % 30 % 24
Weighted-average period over which PSA cost is expected to be recognized (years) 1.8 1.8 1.8

" Includes the modification for a commitment to pay 1.1 million PSAs to approximately 90 employees, including senior and key management employees,
for the 1.1 million PSAs scheduled for near-term vesting. There was no material impact to compensation expense due to the modification.

G. Performance Total Shareholder Return Units

PTSRUs were awarded to the Chairman and Chief Executive Officer and the Group President, Pfizer Essentiat Health. These awards were
granted in connection with our announcement on November 13, 2017, that our Group President, Pfizer Innovative Health. had been appointed
Chief Operating Officer of Pfizer effective January 1, 2018. We also announced that effective January 1, 2018, the Group President, Ffizer
Essential Health, had been appointed Group President, Pfizer Innovative Health. In additicn to having the same characteristics of TSRUs.
PTSRUs require special service and performance conditions. On December 29, 2017, 1,372,213 PTSRUs were granted to the Chairman and
Chief Executive Officer and 343 053 PTSRUs were granted to the new head of innovative Health at a grant price of $36.22 and a grant-date fair
value of $5.83.

We measure the value of PTSRU grants as of the grant date using a Monte Carlo simulation modet. The values determined through this fair
value methodology generally are amortized on a straight-line basis over the vesting term into Selling, informational and administrative expenses
as appropriate.

The following table provides the weighted-average assumptions used in the valuation of FTSRUs:

Year Ended December 31,

2017
Expected dividend yield™ 3.69%
Risk-free interest rate™ 2.25%
Expected stock price volatility™ 16.12%
Contractual term (years) 5

a Determined using a constant dividend yield during the expected term of the PTSRU.
”:‘: Determined using the interpolated yield on U.S. Treasury zero-coupon issues.
' Determined using implied volatility, after consideration of histarical volatility.
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Note 14. Earnings Per Common Share Attributable to Pfizer Inc. Common Shareholders

The following table provides the detailed calculation of Earnings per common share (EPS):

Year Ended December 31,

{{N MILLICNS) 2017 2016 2015

EPS Numerator—Basic
Income from continuing operations $ 21,353 % 7229 % 6975
Less: Net income attributabie to noncontrolling interests A7 31 26
Income from continuing operations attributable to Pfizer Inc. 21,306 7,198 6,949
Less: Preferred stock dividends—net of tax 1 1 1
Income from continuing operations attributable to Pfizer Inc. common shareholders 21,305 7197 6,948
Discontinued operations—net of tax 2 17 11

Less: Discontinued operaticns—net of tax, attributable to noncontroiling interests — — —

Discontinued operations——net of tax, attributabie to Pfizer inc. commeon shareholders 2 17 11

Net income attributable to Pfizer inc. common shareholders $ 21307 § 7214 % 5,959
EPS Numerator—Diluted

Income from continuing operations attributable te Pfizer Inc. common sharehclders and

assumed conversions $§ 21,306 % 7197 $ 6,948
Discontinued operations—net of tax, attributable to Pfizer Inc. common shareholders and

assumed conversions 2 17 11
Net income attributable to Pfizer Inc. common shareholders and assumed conversions $ 21,308 § 7214 % 6,960

EPS Denominator
Weighted-average number of common shares outstanding——Basic'”' 5,970 6,089 6,176

Common-share equivalents: stock options, stock issuable under employee compensation

plans, convertible preferred stock and accelerated share repurchase agreements™ 89 70 81
Weighted-average number of common shares outstanding—Diluted 6,058 6,159 6,257
Stock options that had exercise prices greater than the average market price of our

common stock issuable under employee compensation plans™ 36 63 50

%1 2017 shares includs the sffect of the modification for a commitment to pay 5.2 million common-share equivalents that were scheduled for near-term

settiement.
These comimon stock equivalents were outstanding for the periods presented, but were not included in the computation of diluted EPS for those pericds
because their inclusion would have had an anti-dilutive effect.

a1
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Note 15. Lease Commitments

We lease properties and equipment for use in our operations. In addition to rent. the leases may require us to pay directly for taxes, insurance,
maintenance and other operating expenses or to pay higher rent when operating expenses increase. Rental expense, net of sublease income,
was $314 million in 2017, $292 million in 2016 and $243 million in 2015.

The future minimum rental commitments under non-cancelable operating leases follow:

[MILLICHS GF DOLLARS) 2018 2019 2020 2021 2022 After 2022
Lease commitments 3 208 8 172 § 150§ 136§ 123 & 891

Note 16. Insurance

Cur insurance coverage reflects market conditions (inciuding cost and availability) existing at the time it is written, and our decision to obtain
insurance coverage or to self-insure varies accordingly. Depending upon the cost and availability of insurance and the nature of the risk
involved, the amount of self-insurance may be significant. The cost and availability of coverage have resuited in self-insuring certain
exposures, including product liability. If we incur substantial liabilities that are not covered by insurance or substantially exceed insurance
coverage and that are in excess of existing accruals, there could be a material adverse effect on our cash flows or results of operations in the
period in which the amounts are paid and/or accrued (see Note 17).

Note 17. Commitments and Contingencies

We and certain of our subsidiaries are subject to numerous contingencies arising in the ordinary course of business. For a discussion of our
tax contingencies, see Nofe 5D

Pending approval in the EU of Mylctarg—Mylotarg was developed, in part, through a research arrangement with a third party. If Myiotarg is
approved in the EU in 2018 for the treatment of acute myeloid leukemia, we will incur an obligation for additional fixed payments over a 10-
year period aggregating $310 million.

A. Legal Proceedings

Our non-tax contingencies include, but are not limited to, the following:

« Patent litigation. which typically involves challenges to the coverage and/or validity of patents on various products, processes or dosage
forms. We are the plaintiff in the vast majority of these actions. An adverse outcome in actions in which we are the plaintiff could resuit in
loss of patent protection for a drug, a significant loss of revenues from that drug or impairment of the value of associated assets.

« Product liability and other product-related ktigation, which can include personal injury, consumer, off-label promotion, securities, antitrust
and breach of contract claims, among others, often involves highly complex issues relating to medical causaticn, label warnings and
reliance on those warnings, scientific evidence and findings, actual, provable injury and other matters.

- Commercial and other matters, which can inciude merger-related and product-pricing ctaims and environmental claims and preceedings,
can involve complexities that will vary from matter to matter.

« Government investigations, which often are related to the extensive regulation of pharmaceutical companies by national. state and local
government agencies in the U.S. and in cther countries.

Certain of these contingencies couid result in losses, including damages, fines and/or civil penalties, and/or criminal charges, which could be
substantial.

We believe that our ctaims and defenses in these matters are substantial, but litigation is inherently unpredictable and excessive verdicts do
oceur. We do not believe that any of these matters will have a material adverse effect on our financial position. However, we could incur
judgments, enter into settlements or revise our expectations regarding the outcome of certain matters, and such developments could have a
material adverse effect on our resuits of operations in the pericd in which the amounts are accrued and/or our cash flows in the period in which
the amounts are paid.

We have accrued for losses that are both probabie and reasonably estimabie. Substantialiy all of our contingencies are subject to significant
uncertainties and, therefore, determining the likelihood of a loss and/or the measurement of any loss can be complex. Consequently, we are
unable to estimate the range of reasonably possible loss in excess of amounts accrued. Our assessments are based on estimates and
assumptions that have been deemed reasonable by management, but the assessment process relies heavily on estimates and assumptions
that may prove to be incomplete or inaccurate, and unanticipated events and circumstances may occur that might cause us to change those
estimates and assumptions.

Amounts recorded for legal and environmental contingencies can result from a complex series of judgments about future events and
uncertainties and can rely heavily on estimates and assumptions.

The principal pending matters to which we are a party are discussed below. In determining whether a pending matter is a principal matter, we
consider both guantitative and qualitative factors in order to assess materiality, such as. among other things, the amount of damages and the
nature of any other refief scught in the proceeding, if such damages and other relief are specified; our view of the merits of the claims and of
the strength of our defenses; whether the action purports to be, or is, a class action and, if not certified, our view of the likelihood that a class
will be certified by the court; the jurisdiction in which the proceeding is pending; any experience that we or, to our knowledge, other companies
have had in simiar proceedings; whether disclosure of the acticn would be important to a reader of our financial statements, including whether
disclosure might change a reader's judgment about our financial statements in light of all of the information that is available to the reader: the
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potential impact of the proceeding on our reputation; and the extent of public interest in the matter. In addition, with respect to patent matters in
which we are the plaintiff, we consider. among other things, the financial significance of the product protected by the patent. As a result of
considering qualitative factors in our determination of principal matters, there are some matters discussed below with respect to which
management believes that the likelihcod of possible loss in excess of amounts accrued is remote.

A1. Legal Proceedings—Patent Litigation

Like other pharmaceutical companies, we are involved in numerous suits relating to our patents, including but not limited to, those discussed
below. Most of the suits involve claims by generic drug manufacturers that patents covering our preducts, processes or dosage forms are
invalid and/or do not cover the product of the generic drug manufacturer. Also. counterclaims, as well as various independent actions, have
been filed alleging that our assertions of, or attempts to enforce, patent rights with respect to certain preducts constitute unfair competition
andfor violations of antitrust laws. in addition to the challenges to the U.S. patents on a number of cur products that are discussed below,
patent rights to certain of our products are being challenged in various other countries. We are also party to other patent damages suits in
various jurisdictions pursuant to which generic drug manufacturers, payers, governments or other parties are seeking damages from us for
alleged delay of generic entry. Additicnally, cur licensing and collaboration partners face challenges by generic drug manufacturers to patents
covering products for which we have licenses or co-promotion rights. \We also are often involved in other proceedings, such as inter partes
review, post-grant review, re-examination or opposition proceedings. before the U.S. Patent and Trademark Cffice, the European Patent
Office, or other foreign counterparts refating to our inteilectual property or the intellectual property rights of cthers. Also, if one of our patents is
found to be invalid by such proceedings, generic or competitive products couid be introeduced into the market resuiting in the erosion of sales
of our existing products. For example, several of the patents in our pneumococcal vaccine portfolio have been challenged in inter partes
review and post-grant review proceedings in the United States. The invalidation of these patents could potentially allow a competitor
pheumococcal vaccing into the marketplace. We are also subject to patent litigation pursuant to which one or more third parties seeks
damages and/or injunctive relief to compensate for alleged infringement of its patents by our commercial or other activities. For exampie, our
subsidiary, Hospira, is involved in patent and patent-related disputes over its attempts to bring generic pharmaceutical and biosimilar products
to market. If one of our marketed products is found to infringe valid patent rights of a third party, such third party may be awarded significant
damages, or we may be prevented from further sales of that product. Such damages may be enhanced as much as three-foid in the event that
we or one of our subsidiaries, like Hospira, is found to have wilifully infringed valid patent rights of a third party.

Actions In Which We Are The Plaintiff

Bosulif (bosutinib)

In December 2016, WWyeth LLC, Wyeth Pharmaceuticais Inc., and PF Prism C V. {(collectively, Wyeth) brought a patent-infringement action
against Alembic Pharmaceuticals, Ltd, Alembic Pharmaceuticals, Inc. (collectively, Alembic), Sun Pharmaceutical Industries, Inc., and Sun
Pharmaceutical Industries Limited (coflectively, Sun), in the U.S. District Court for the District of Delaware in connection with abbreviated new
drug applications respectively filed with the FDA by Alembic and Sun, each seeking approval to market generic versions of bosutinib. Alembic
is challenging patents, which expire in 2026, covering polymeorphic forms of bosutinib and methods of treating chronic myelogenous leukemia.
Sun is chalienging the patent covering polymorphic forms of bosutinib that expires in 2026. In March 2017, Wyeth brought a patent-
infringement action against MSN Laboratories Private Limited and MSN Pharmaceuticals. Inc. {collectively, MSN), in the U.S. District Court for
the District of Delaware in connection with an abbreviated new drug application filed with the FDA by MSN, seeking approval to market a
generic version of bosutinib, and challenging a patent expiring in 2026 covering polymorphic forms of bosutinib. in September 2017, the case
against MSN was dismissed. Also, in September 2017, Wyeth brought an additional patent-infringement action against Sun in the U.S. District
Court for the District of Delaware asserting the infringement and validity of two cther patents challenged by Sun, which expire in 2025 and
2026 respectively, covering compositions of bosutinib and methods of treating chronic myelogenous leukemia.

EpiPen

In July 2010, King, which we acquired in 2011 and is a wholly-owned subsidiary, brought a patent-infringement action against Sandoz in the
U.8. District Court for the District of New Jersey in connection with Sandoz's abbreviated new drug application filed with the FDA seeking
approval to market an epinephrine injectable product. Sandoz is chalienging patents, which expire in 2025, covering the next-generation
autcinjector for use with epinephrine that is sold under the EpiPen brand name.

Precedex Premix

In June 2014, Ben Venue Laboratories, inc. (Ben Venue) notified our subsidiary, Hospira, that it had filed an abbreviated new drug application
with the FDA seeking approval to market a generic version of Hospira's premix version of Precedex and containing allegations that a patent
relating to the use of Precedex in an intensive care unit setting. which expires in March 2019, was invalid or not infringed. In August 2014,
Hospira and Orion Corporation (co-owner of the patent that is the subject of the lawsuit) filed suit against Ben Venue, Hikma Pharmaceuticals
PLC (Hikma), and West-Ward Pharmaceutical Corp. in the U.S. District Court for the District of Delaware asserting the validity and
infringement of the patent. In October 2014, Eurohealth international Sari was substituted for Ben Venue and Hikma. in June 2016, this case
was settled on terms not material to Pfizer.

In June 2015, Amneai Pharmaceuticals LLC (Amneal) notified Hospira that it had filed an abbreviated new drug application with the FDA
seeking approval to market a generic version of Hospira's premix version of Precedex and containing allegations that four patents relating to
the Frecedex premix formuiations and their use, all of which expire in 2032, were invalid or not infringed. In August 2015, Hospira filed suit
against Amneal in the U.S. District Court for the District of Delaware asserting the validity and infringement of the patents that are the subject
of the lawsuit. In January 2018, the District Court ruled that one of the four patents was valid and infringed, and that the cther three patents
were invalid.

In December 2015, Fresenius Kabi USA LLC (Fresenius) notified Hospira that it had filed an abbreviated new drug application with the FDA
seeking approval to market a generic version of Hospira's premix version of Precedex and containing allegations that four patents refating to
the Precedex premix formuiations and their use, all of which expire in 2032, were invalid or not infringed. In January 2016. Hospira filed suit
against Fresenius in the U.S. District Court for the Northern District of Hinois asserting the vaiidity and infringement of the patents that are the
subject of the lawsuit.
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In August 2016, Far Sterile Products, LLC (Par) notified Hospira that it had filed an abbreviated new drug application with the FDA seeking
approval to market a generic version of Hospira's premix version of Precedex and containing aliegations that four patents retating te the
Precedex premix formulations and their use, all of which expire in 2032, were invalid or not infringed. In September 2016, Hospira filed suit
against Par in the U.S. District Court for the District of Delaware asserting the validity and infringement of the patents that are the subject of
the lawsuit. In December 2016, the case was stayed pending the outcome of Hospira's suit against Amneal (including all appeals).

Toviaz (fesoterodine)
We have an exclusive, worldwide license to market Toviaz from UCB Pharma GmbH (UCB), which owns the patents retating to Toviaz.

Beginning in May 2013, several generic drug manufacturers notified us that they had filed abbreviated new drug applications with the FDA
seeking approval to market generic versions of Toviaz and asserting the invalidity, unenforceability and/or non-infringement of all of our patents
for Toviaz that are listed in the FDA's list of Approved Drug Products with Therapeutic Equivalence Evaluations, commonly referred to as the
“Orange Book". Beginning in June 2013, we filed actions against all of those generic drug manufacturers in the U.S. District Court for the
District of Detaware, asserting the infringement of five of the patents for Toviaz: three composition-of-matter patents and a method-of-use
patent that expire in 2019 and a patent covering salts of fesoterodine that expires in 2022. In June and July 2015, we settied with four of the
generic defendants. The trial relating to the four remaining defendants occurred in July 2015. In April 2016, the District Court held that the
patents that were the subject of the iawsuit were valid and infringed. The defendants’ deadiine to appeal this decision expired in June 2016.

In December 2014, Mylan Pharmaceuticals, Inc. (Mylan Pharmaceuticals) notified us that it had filed an abbreviated new drug application with
the FDA seeking approval to market a generic version of Toviaz and asserting the invalidity, unenforceability and/or non-infringement of all of
our patents for Toviaz that are listed in the Orange Book. In January 2015, we filed an action against Mylan Pharmaceuticals in the U.S.
District Court for the District of Delaware, asserting the infringement of five of the patents for Toviaz: three composition-of-matter patents and a
method-of-use patent that expire in 2019 and a patent covering salts of fescteredine that expires in 2022, In January 2017, the District Court
issued a verdict finding that the five patents that are the subject of the lawsuit are valid and infringed. In August 2017 the District Court issued
a written decision consistent with the verdict, finding the five patents valid and infringed. in September 2017, Mylan Pharmaceuticals appealed
the District Court's decision to the U.S. Court of Appeais for the Federal Circuit. In January 2018, Mylan Pharmaceuticals withdrew its appeal.

Xeljanz (tofacitinib)

In February 2017, we brought a patent-infringement action against MicroLabs USA Inc. and MicroLabs Ltd. (collectively, MicroLabs) in the U.S.
District Court for the District of Delaware asserting the infringement and validity of three patents challenged by MicrolLabs in its abbreviated
new drug application seeking approval to market a generic version of tofacitinib 5 mg tablets. Of the three patents that are the subject of the
lawsuit, one covers the active ingredient and expires in December 2025, the second covers an enantiomer of tofacitinib and expires in 2022,
and the third covers a polymorphic form of tofacitinib and expires in 2023. Three other patents for Xeljanz expiring in December 2020 have not
been challenged by MicroLabs.

Separately, also in February 2017, we brought a patent-infringement action against Sun Pharmaceutical Industries Ltd. in the U.S. District
Court for the District of Delaware asserting the infringement and validity of cur patent covering a polymorphic form of tofacitinib, expiring in
2023, that was challenged by Sun Pharmaceutical Industries Ltd. in its abbreviated new drug application seeking approval to market a generic
version of tofacitinib 11 mg extended release tablets. In November 2017, we brought an additional patent-infringement action against Sun
Pharmaceuticals Industries Lid. in the U.S. District Court for the District of Delaware asserting the infringement and validity of ancther patent
challenged by Sun Pharmaceuticals Industries Ltd, which covers the active ingredient and expires in December 2025,

In March 2017, we brought a patent-infringement action against Zydus Pharmaceuticals (USA) inc. and Cadila Healthcare Ltd. (collectively,
Zydus) in the U.S. District Court for the District of Delaware asserting the infringement and validity of the same three patents that are the
subject of the action against MicroLabs, which Zydus chalienged in its abbreviated new drug application seeking approvai to market a generic
version of tofacitinib 5 mg tablets.

Also in March 2017, we brought separate actions in the U.S. District Court for the District of Delaware against Prinston Pharmaceutical Inc.,
Zhejiang Huahai Pharmaceutical Co., Ltd., Huahai US Inc. and Solco Heaithcare US, LLC (collectively Prinston) and against Breckenridge
Pharmaceutical Inc., Pensa Pharma S A and Labcratorios Del Dr. Esteve, S.A. (collectively Breckenridge) on the two patents expiring in 2022
and 2023, respectively, that were challenged by Prinston and Breckenridge in their respective abbreviated new drug applications seeking
approval to market generic versions of tofacitinib 5 mg tablets. In October 2017, we brought an additional patent-infringement action against
Breckenridge in the U.S. District Court for the District of Delaware asserting the infringement and validity of four additional patents challenged
by Breckenridge, three of which expire in December 2020 and one of which expires in December 2025.

Xtandi (enzalutamide}

In December 2016, Medivation and Medivation Prostate Therapeutics, Inc. {collectively, the Medivation Group); Astellas Pharma Inc., Astellas
US LLC and Astellas Pharma US, Inc. (coltectively, Astellas); and The Regents of the University of California filed patent-infringement suits in
the U.S. District Court for the District of Delaware against Actavis Laboratories FL, Inc. and Actavis LLC (collectively. Actavis); Zydus; and
Apctex inc. and Apotex Corp. {collectively, Apotex) in connection with those companies’ respective abbreviated new drug applications filed
with the FDAfor approval to market generic versions of enzaiutamide. The generic manufacturers are challenging patents, which expire as
early as 2026, covering enzalutamide and treatments for prostate cancer. In May 2017, the Medivation Group filed a patent-infringement suit
against Roxane Laboratories inc. (Roxane} in the same court in connection with Roxane's abbreviated new drug application with the FDA for
approval to market a generic version of enzalutamide.

Matters Involving Our CollaborationfLicensing Parthers

Toviaz (fesoterodine)—inter-Partes Reviews

In January 2016, Mylan Pharmaceuticals and Mylan Laboratories {collectively, Mvian) filed petitions with the U.S. Patent and Trademark Office
requesting inter partes reviews of five of the patents covering fescterodine, the active ingredient in Toviaz: three composition-of-matter patents
and a method-of-use patent that expire in 2018 and a patent covering salts of fesoterodine that expires in 2022. The patents are owned by
UCB, and we have an exclusive, worldwide license to market Toviaz from UCB. In July 2016, the Patent Trial and Appeal Board agreed to
institute inter partes reviews of all five patents. Amerigen Pharmaceuticals Limited {Amerigen), Alembic Pharmaceuticals Limited and Torrent
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Pharmaceuticals Limited have joined the inter partes reviews. In July 2017 the U.S. Patent and Trademark Office issued decisions upholding
all five patents. In September 2017, Mylan and Amerigen appealed the U.S. Patent and Trademark Office decisions to the U.S. Court of
Appeais for the Federal Circuit. In January 2018, Mylan withdrew its appeal.

Eliquis

In February, March, and April 2017, twenty-five generic companies sent BMS Paragraph-1V certification letters informing BMS that they had
filed abbreviated new drug applications seeking approval of generic versions of Eliquis, challenging the validity and infringement of one or
more of the three patents listed in the Orange Book for Eliquis. The patents currently are set to expire in 2019, 2026, and 2031. Eliquis has
been jointly developed and is being commercialized by BMS and Ffizer. In April 2017, BMS and Pfizer filed patent-infringement actions against
all generic filers in the U.S. District Court for the District of Detaware and the U.S. District Court for the District of West Virginia, asserting that
each of the generic companies’ proposed products would infringe each of the patent{s) that each generic filer challenged. Some generic filers
challenged only the 2031 patent, some challenged beth the 2031 and 2026 patent, and one generic company challenged all three patents. We
and BMS have settled with certain of the generic companies on terms not material to Pfizer and we and BMS may settle with other generic
companies in the future.

Bavencio (avelumab)

In July 2017, 8MS, E.R. Squibb & Sons LLC, Ono Pharmaceutical Co. Ltd., and Tasuku Honjo brought a patent-infringement action in the U.S.
District Court for the District of Delaware against Pfizer, Merck KGaA, and EMD Serono, alleging that Bavencio (avelumab) infringes cne
patent relating to methods for treating tumors with anti-PD-L1 antibodies, which expires in 2023,

Actions In Which We Are The Defendant

Inflectra {infliximab-dyyb}

In March 2015, Janssen and New York University, together, brought a patent-infringement action in the U.S. District Court for the District of
Massachusetts against Hospira, Celitrion Healthcare Co. Ltd. and Celltrion Inc. alleging that infliximab-dyyb, tc be marketed by Hospira in the
U.8. under the brand name Inflectra. would infringe six patents relating to infliximab, its manufacture and use. Claims with respect to four of
the patents have since been dismissed by the plaintiffs, leaving two patents at issue in the ongoing action: the infliximab antibody patent and a
patent relating to cefl culture media. in August 2016, the District Court ruled that the antibody patent was invalid, and Janssen appealed that
ruting to the Court of Appeals for the Federal Circuit. In January 2018, the Court of Appeals for the Federal Circuit ruled that the infliximab
antibody patent was invalid in Janssen’s appeal of a separate decision from the U.5. Patent and Trademark Office that also declared the
antibody patent invalid. Subsequently. the Court of Appeals for the Federal Circuit dismissed Janssen's appeal of the District Court decision.

A2 Legal Proceedings—Product Litigation

Like other pharmaceutical companies, we are defendants in numerous cases, including but not limited to those discussed below, related to our
pharmaceutical and other products. Plaintiffs in these cases seek damages and cther relief on various grounds for alleged personal injury and
economic loss.

Asbestos

Between 1967 and 1982, Warner-Lambert owned American Optical Corporation, which manufactured and sold respiratory protective devices
and ashestos safety clothing. In connection with the sale of American Optical in 1982, Warner-Lambert agreed to indemnify the purchaser for
certain liabilities, including certain asbestos-related and other claims. As of December 31, 2017, approximately 56,500 claims naming
American Optical and numerous other defendants were pending in various federal and state courts seeking damages for alleged personal
injury from exposure to asbestos and other allegedly hazardous materials. Warner-Lambert was acquired by Pfizer in 2000 and is a wholly-
owned subsidiary of Pfizer. Warner-Lambert is actively engaged in the defense of, and will continue to explore various means of resolving,
these claims.

Numerous lawsuits are pending against Pfizer in varicus federal and state courts seeking damages for alleged personal injury from exposure
to products allegedly containing asbestos and other allegedly hazardous materials sold by Pfizer and certain of its previously owned
subsidiaries.

There also are a small number of lawsuits pending in vartous federal and state courts seeking damages for alleged exposure to asbestos in
facilities owned or formerly owned by Pfizer or its subsidiaries.

Effexor

Beginning in May 2011, actions, including purported class actions, were filed in various federal courts against Wyeth and, in certain of the
actions, affiliates of Wyeth and certain cther defendants relating to Effexor XR, which is the extended-release formulation of Effexcr. The
plaintiffs in each of the class actions seek to represent a class consisting of all persons in the U.S._ and its territories who directly purchased,
indirectly purchased or reimbursed patients for the purchase of Effexor XR or generic Effexor XR from any of the defendants from June 14,
2008 until the time the defendants’ aliegedly untawful conduct ceased. The plaintiffs in ali of the actions allege delay in the launch of generic
Effexor XR in the U.S. and its territories, in viotation of federal antitrust laws and, in certain of the acticns, the antitrust, consumer protection
and various other laws of certain states, as the result of Wyeth fraudulently obtaining and improperly listing certain patents for Effexor XR in
the Orange Bock, enforcing certain patents for Effexor XR and entering intc a litigation settlement agreement with a generic drug manufacturer
with respect to Effexor XR. Each of the plaintiffs seeks treble damages (for itself in the individual acticns or on behalf of the putative class in
the purported class actions) for alleged price overcharges for Effexor XR or generic Effexor XR in the U.S. and its territories since June 14,
2008. Al of these actions have been consolidated in the U.S. District Court for the District of New Jersey.

In Octcher 2014, the District Court dismissed the direct purchaser plaintiffs’ ciaims based on the fitigation settiement agreement but declined to
dismiss the other direct purchaser plaintiff claims. in January 2015, the District Court entered partial final judgments as to all settiement
agreement claims, including those asserted by direct purchasers and end-payer plaintiffs, which plaintiffs appealed to the U.S. Court of
Appeais for the Third Circuit. In August 2017 the U.S. Court of Appeals for the Third Circuit reversed the District Court's decisions and
remanded the claims to the District Court.
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Zoloft

Anumber of individual lawsuits and multi-plaintiff lawsuits have been filed against us and/or cur subsidiaries in various federal and state courts
alleging personal injury as a result of the purported ingestion of Zoloft. Among other types of actions, the Zoloft personal injury litigation
includes actions alleging a variety of birth defects as a result of the purported ingestion of Zoloft by women during pregnancy. Plaintiffs in these
birth-defect actions seek compensatory and punitive damages and the disgorgement of profits resulting from the sale of Zoloft. In April 2012,
the federal birth-defect cases were transferred for consclidated pre-trial proceedings to a Multi-District Litigation (/rr re Zoloft Products Liability
Litigation MDL-2342) in the U.S. District Court for the Eastern District of Pennsyvania. Anumber of plaintiffs have voluntarily dismissed their
actions. In April 2016, the District Court granted our motion for summary judgment, dismissing the claims of aimost all of the remaining
plaintiffs. in May 2016, the plaintiffs appealed the District Court’s decision tothe U.S. Court of Appeals for the Third Circuit. In June 2017, the
U.S. Court of Appeals for the Third Circuit affirmed the District Court's decision.

Lipitor
«  Antifrust Actions

Beginning in November 2011, purported class actions relating to Lipitor were fited in various federal courts against, among cthers, Pfizer,
certain affiliates of Pfizer, and, in most cof the actions, Ranbaxy, inc. (Ranbaxy) and certain affiliates of Ranbaxy. The plaintiffs in these various
actions seek to represent nationwide, multi-state or statewide classes consisting of persons or entities who directly purchased, indirectly
purchased or reimbursed patients for the purchase of Lipitor {cr, in certain of the actions, generic Lipitor) from any of the defendants from
March 2010 until the cessation of the defendants’ ailegedly unlawfui conduct (the Class Period). The plaintiffs allege delay in the launch of
generic Lipitor, in viclation of federal antitrust laws and/or state antitrust, consumer protection and various other laws, resulting from {i) the
2008 agreement pursuant to which Pfizer and Ranbaxy settied certain patent litigation involving Lipitor, and Pfizer granted Ranbaxy a license
to sell a generic version of Lipitor in various markets beginning on varying dates. and (if} in certain of the actions, the procurement and/or
enfercement of certain patents for Lipitor, Each of the actions seeks, among other things, treble damages on behalf of the putative class for
alleged price overcharges for Lipitor (or, in certain of the actions, generic Lipitor) during the Class Period. In addition . individual actions have
been filed against Pfizer, Ranbaxy and certain of their affiliates, among cthers, that assert claims and seek relief for the plaintiffs that are
substantially simitar to the claims asserted and the relief sought in the purported class actions described above. These various actions have
been consolidated for pre-trial proceedings in a Multi-District Litigation (/rr re Lipitor Antitrust Litigation MDL-2332) in the U.S. District Court for
the District of New Jersey.

In September 2013 and 2014, the District Court dismissed with prejudice the claims by direct purchasers. In October and November 2014, the
District Court dismissed with prejudice the claims of all other Muiti-District Litigation plaintiffs. All plaintiffs have appealed the District Court's
orders dismissing their claims with prejudice to the U.S. Court of Appeals for the Third Circuit. In addition, the direct purchaser class plaintiffs
appealed the order denying their motion to amend the judgment and for leave to amend their complaint to the U.S. Court of Appeais for the
Third Circuit. in August 2017, the U.S. Court of Appeals for the Third Circuit reversed the District Court's decisions and remanded substantially
all of the claims to the District Court.

Also, in January 2013, the State of West Virginia filed an acticn in West Virginia state court against Pfizer and Ranbaxy, among others, that
asserts claims and seeks relief on behalf of the State of West Virginia and residents of that state that are substantially similar to the claims
asserted and the relief sought in the purperted class actions described above.

+  Personal injury Actions

Anumber of individual and multi-plaintiff iawsuits have been filed against us in various federal and state courts alleging that the plaintiffs
developed type 2 diabetes as a result of the purported ingestion of Lipitor. Plaintiffs seek compensatory and punitive damages.

In February 2014, the federal actions were transferred for consolidated pre-trial proceedings to a Multi-District Litigation (/i re Lipitor
(Atorvastatin Calcium) Marketing, Sales Practices and Products Liability Litigation (No. If) MDL-2502) in the U.S. District Court for the District
of South Carclina. Since 2016, certain cases in the Multi-District Litigation were remanded to certain state courts. In January 2017, the District
Court granted our motion for summary judgment, dismissing substantially all of the remaining cases pending in the Multi-District Litigation. in
January 2017, the plaintiffs appealed the District Court's decision to the U.S. Court of Appeais for the Fourth Circuit.

Viagra

Anumber of individual and multi-plaintiff lawsuits have been filed against us in various federal and state courts alleging that the plaintiffs
developed melanoma and/or the exacerbation of melanoma as a resuit of the purported ingestion of Viagra. Plaintiffs seek compensatory and
punitive damages.

In April 20186, the federal actions were transferred for coordinated pre-trial proceedings to a Multi-District Litigation (/n Re. Viagra (Sildenafil
Citrate} Products Liability Litigatior, MDL-2681) in the U.S. District Court for the Northern District of California. In December 2016, federal
actions filed against Lilly and filed against both us and Lilly, were transferred for coordinated pre-trial proceedings to the Multi-District Litigation
(In re: Viagra (Sildenafil Citrate) and Cialis (Tadalafil) Froducts Liabifity Litigation, MDL-2691).

Celebrex

Beginning in July 2014, purported class actions were filed in the U.S. District Court for the Eastern District of Virginia against Pfizer and certain
subsidiaries of Pfizer relating to Celebrex. The plaintiffs seek to represent U.S. nationwide or multi-state classes consisting of persons or
entities who directly purchased from the defendants, or indirectly purchased or reimbursed patients for some or all of the purchase price of,
Celebrex or generic Celebrex from May 31, 2014 until the cessation of the defendants’ allegedly unfawfut conduct. The plaintiffs aliege delay in
the launch of generic Celebrex in violation of federal antitrust laws or certain state antitrust, consumer protection and various other laws as a
result of Pfizer fraudulently obtaining and improperly listing a patent on Celebrex, engaging in sham litigation and prolonging the impact of
sham litigation through settlement activity that further delayed generic entry. Each of the actions seeks treble damages on behalf of the
putative class for alleged price overcharges for Celebrex since May 31, 2014, In December 2014, the District Court granted the parties’ jaint
motions to consdlidate the direct purchaser and end-payer cases, and all such cases were consclidated as of March 2015. In October 2014
and March 2015, we filed motions to dismiss the direct purchasers' and end-payers’ amended complaints, respectively. In November 2015, the
District Court denied in part and granted in part our motion to dismiss the direct purchasers’' amended complaint. In February 2018, the District
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Court denied in part and granted in part our motion to dismiss the end-payers’ amended complaint, and in August 2016, the District Court
dismissed substantially ali of the end-payer’s remaining claims. In February 2017, the District Court dismissed with prejudice all of the end-
payers' claims. in March 2017, the end-payers appealed the District Court’s order dismissing their claims with prejudice tothe U.S. Court of
Appeais for the Fourth Circuit. In August 2017, the District Court granted the direct purchasers’ metion for class certification. In November
2017, Pfizer and the direct purchasers entered into an agreement, which is subject to court approval, to resolve the direct purchasers’ class
action for $94 million. in November 2017, Pfizer and the end-payers entered intc an agreement to resolve the claims of the end-payer plaintiffs
on terms not material to Pfizer.

Intravenous Seolutions

Beginning in November 2016, purported class actions were filed in the U.S. District Court for the Northern District of lllincis against Hospira,
Hospira Worldwide, Inc. and certain other defendants relating to intravenous saline sclution. Plaintiffs seek to represent a class consisting of
all persons and entities in the U.S. who directly purchased intravenous saline sclution sold by any of the defendants from January 1. 2013 until
the time the defendants’ allegedly unlawful conduct ceases. Plaintiffs allege that the defendants' conduct restricts output and artificially fixes,
raises, maintains and/or stabilizes the prices of intravencous saline solution sold throughout the U .S in viclation of federal antitrust laws.
Plaintiffs seek treble damages (for themselves and on behalf of the putative classes) and an injunction against defendants for alleged price
overcharges for intravenous saline solution in the U.S. since January 1, 2013. Ali of these actions have heen censolidated in the U.S. District
Court for the Northern District of lllincis. On February 3, 2017, we completed the sale of our glebal infusicn systems net assets, HIS, which
includes intravenous saline solution, to ICU Medical. The litigation is the subject of cross-claims for indemnification by both Pfizer and 1CU
Medical under the purchase agreement.

Separately, in April 2017, Pfizer, Hospira and two employees of Pfizer received grand jury subpoenas issued by the United States District
Court for the Eastern District of Pennsylvania, in connection with an investigation by the U.S. Department of Justice, Antitrust Division. The
subpoenas seek documents related to the sale, manufacture, pricing and shortages of intravenous solutions, including saline, as well as
communications among industry participants regarding these issues. The Department of Justice investigation is also the subject of cross-
claims for indemnification by both Pfizer and ICU Medicat under the purchase agreement. in addition, in August 2015, the New York Attorney
General issued a subpoena to Hospira for similar information. Hospira has produced records to the New York Attorney General and is
coerdinating with ICU Medical to produce records to the New York Attorney General as appropriate going forward, and Hospira and Pfizer are
coordinating with ICU Medical to produce records to the Department of Justice.

Hormone Therapy Consumer Class Action

A certified consumer class action is pending against Wyeth in the U.S. District Court for the Southern District of California based on the alleged
off-label marketing of its hermone therapy products. The case was originally filed in December 2003. The class consists of California
consumers who purchased Wyeth's hormone-replacement products between January 1895 and January 2003 and who do not seek personal
injury damages therefrom. The class seeks compensatory and punitive damages, including a fuil refund of the purchase price.

Eliquis

Anumber of individual and multi-plaintiff lawsuits have been filed against us and BMS in various federal and state courts pursuant to which
plaintiffs seek to recover for personal injuries, including wrongful death, due to bieeding as a result of the alleged ingesticn of Eliquis. Plaintiffs
seek compensatory and punitive damages.

In February 2017, the federal actions were transferred for coordinated pre-trial proceedings to a Multi-District Litigation (In Re: Efiquis
(Apixaban) Products Liability L itigation MDL-2754) in the U.S. District Court for the Southern District of New York. In July 2017, the District
Court dismissed substantially all of the actions that were pending in the Multi-District Litigation. In August 2017, certain plaintiffs appealed the
District Court's dismissal to the U.S. Court of Appeals for the Second Circuit. Additional cases continue to be transferred to the Multi-District
Litigation.

EpiPen

Beginning in February 2017, purported class actions were filed in various federal courts by indirect purchasers of EpiPen against Pfizer. and/or
its affiliates King and Meridian, and/or varicus entities affiliated with Mylan N.V., and Mylan N.V. Chief Executive Officer, Heather Bresch. The
plaintiffs in these actions seek to represent U.S. nationwide classes comprising persons or entities who paid for any portion of the end-user
purchase price of an EpiPen between 2009 until the cessation of the defendants’ allegedly unlawful conduct. In August 2017, a similar lawsuit
brought on behalf of a purported class of direct purchaser plaintiffs against Pfizer, King, Meridian and Mylan was voluntarily dismissed without
prejudice. Against Pfizer and/or its affiliates, plaintiffs generally allege that Pfizer's andfor its affiliates’ settiement of patent litigation regarding
EpiPen delayed market entry of generic EpiPen in violation of federal antitrust laws and various state antitrust or consumer protection laws. At
least one lawsuit also alleges that Pfizer and/or Mylan N.\. violated the federal Racketeer Influenced and Corrupt Organizations Act. Plaintiffs
also filed various consumer protection and unjust enrichment claims against, and relating to conduct attributable solely to, Mylan
Pharmaceuticals regarding EpiPen. Plaintiffs seek treble damages for alleged overcharges for EpiPen since 2009. In August 2017, the actions
were consolidated for coordinated pre-trial proceedings in a Multi-District Litigation {In re: EpiPen (Epinephrine injection, USP} Marketing,
Sales Practices and Antitrust Litigation, MDL-2785) in the U.S. District Court for the District of Kansas with other EpiPen-related actions
against Mylan N.V. and/er its affiliates to which Pfizer, King and Meridian are not parties.

Nexium 24HR and Protonix

Anumber of individual and multi-plaintiff lawsuits have been filed against Pfizer, certain of its subsidiaries and/or other pharmaceutical
manufacturers in various federal and state courts alleging that the plaintiffs developed kidney-related injuries as a result of the purported
ingestion of certain proton pump inhibitors. The cases against us involve Nexium 24HR and/or Protonix and seek compensatory and punitive
damages and, in some cases, treble damages. restitution or disgorgement. in August 2017, the federal actions were ordered transferred for
coordinated pre-trial proceedings to a Multi-District Litigation (/n re: Proton-Pump Inhibitor Products Liability Litigation (No. 1)} in the U.S.
District Court for the District of New Jersey.

Docetaxel

A number of lawsuits have been filed against Hospira and Pfizer in various federal and state courts alleging that plaintiffs who were treated
with Docetaxel developed permanent hair foss. The significant majority of the cases also name other defendants, including the manufacturer
of the branded product, Taxctere. Plaintiffs seek compensatory and punitive damages.
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In Octcber 2016, the federal cases were transferred for coordinated pre-trial proceedings to a Multi-District Litigation (/n re Taxotere
(Docetaxel) Products Liabilify Litigation, MDL-2740) in the U.S. District Court for the Eastern District of Louisiana.

A3. Legal Proceedings—Commercial and Other Matters

Average Wholesale Price Litigation

Pfizer, certain of its subsidiaries and other pharmaceutical manufacturers were sued in various state courts by a number of states alieging that
the defendants provided average wholesale price (AWP) information for certain of their products that was higher than the actual average
prices at which those products were sold. The AWP is used to determine reimbursement levels under Medicare Part B and Medicaid and in
many private-sector insurance policies and medical pians. All but one of those actions have been rescived through settiement, dismissal or
finai judgment. The plaintiff state, lllinois, in the one remaining action claims that the alleged spread between the AWPs at which purchasers
were reimbursed and the actual sale prices was promoted by the defendants as an incentive to purchase certain of their products. The action
alleges, among cther things, fraud and violation of the state's unfair trade practices and consumer protection statutes and seeks monetary and
other relief, including civil penalties and treble damages.

Monsanto-Related Matters

In 1897, Monsanto Company (Former Monsanto) contributed certain chemical manufacturing operations and facilities to a newly formed
corporation. Solutia Inc. (Solutia), and spun off the shares of Solutia. In 2000, Former Monsanto merged with Pharmacia & Upjohn Company
to form Pharmacia. Pharmacia then transferred its agricultural operations to a newly created subsidiary, named Monsanto Company (New
Mlonsanto). which it spun off in a two-stage process that was comptieted in 2002. Pharmacia was acquired by Pfizer in 2003 and is a wholly-
owned subsidiary of Pfizer.

In connection with its spin-off that was completed in 2002, New Mensanto assumed, and agreed to indemnify Pharmacia for, any liabilities
related to Pharmacia's former agricultural business. New Monsanto has defended and/or is defending Pharmacia in connection with various
claims and litigation arising out of, or related to, the agricultural business, and has been indemnifying Pharmacia when liability has been
imposed or settlement has been reached regarding such claims and litigation.

In connection with its spin-off in 1997, Solutia assumed, and agreed te indemnify Pharmacia for, abilities related toc Former Monsanto's
chemical businesses. As the result of its reorganization under Chapter 11 of the U.S. Bankruptey Code, Solutia's indemnification obligations
refating to Former Monsanto's chemical businesses are primarily limited to sites that Solutia has owned or operated. In addition, in connection
with its spinoff that was completed in 2002, New Monsante assumed, and agreed to indemnify Pharmacia for, any liabilities primarily related to
Former Monsanto's chemical businesses, including. but net limited to, any such liabilities that Solutia assumed. Sciutia's and New Monsanto's
assumption of, and agreement to indemnify Pharmacia for, these liabilities apply to pending actions and any future actions related te Former
Monsanto's chemical businesses in which Pharmacia is named as a defendant, including, without limitation. actions asserting environmentai
claims, including alleged exposure to polychlorinated biphenyls. Solutia and/er New Monsanto are defending Pharmacia in connection with
various claims and litigation arising out of, or related to, Former Monsanto's chemical businesses, and have been indemnifying Pharmacia
when Habitity has been imposed or settiement has been reached regarding such claims and litigation.

Environmental Matters

In 2009, we submitted to the U.S. Environmentat Pretection Agency {EPA) a corrective measures study report with regard te Pharmacia’s
discontinued industrial chemical facility in North Haven, Connecticut and a revised site-wide feasibility study with regard to Wyeth Heidings
Corporation’s discontinued industrial chemical facility in Bound Brook, New Jersey. In September 2010, our corrective measures study report
with regard to the North Haven facility was approved by the EPA, and we commenced construction of the site remedy in late 2011 under an
Updated Administrative Order on Consent with the EPA. In July 2011, Wyeth Holdings Corporaticn finalized an Administrative Settlement
Agreement and Order on Consent for Removat Action (the 2011 Administrative Settlement Agreement) with the EPA with regard to the Bound
Brook facitity. In May 2012, we compieted construction of an interim remedy to address the discharge of impacted groundwater from that
facility to the Raritan River. In September 2012, the EPAissued a final remediation plan for the Bound Brook facility's main plant area, which is
generally in accordance with one of the remedies evaluated in our revised site-wide feasibility study. In March 2013, Wyeth Holdings
Corporation (now VWWyeth Holdings LLC) entered into an Administrative Settlement Agreement and Order on Consent with the EPAto allow us
to undertake detailed engineering design of the remedy for the main plant area and to perform a focused feasibility study for two adjacent
lagoons. In September 2015, the U.S_, on behalf of the EPA. lodged a complaint and consent decree with the federal District Court for the
District of New Jersey that allows Wyeth Holdings LLC to complete the design and to implement the remedy for the main plant area. In
December 2015, the consent decree (which supersedes the 2011 Administrative Settlement Agreement) was entered by the District Court. Ve
have accrued for the estimated costs of the site remedy for the North Haven facility and the site remediation for the Bound Brook facility.

We are a party to a number of other proceedings brought under the Comprehensive Environmental Response, Compensation, and Liability Act
of 1880, as amended, and other state, local or foreign laws in which the primary relief sought is the cost of past andfer future remediation.

Contracts with Iraqi Ministry of Health

In Octcher 2017, a number of United States service members, civilians, and their families brought a complaint in the Federal District Court for
the District of Columbta against a number of pharmaceutical and medical devices companies, including Pfizer and certain of its subsidiaries,
alleging that the defendants viclated the United States Anti-Terrorism Act. The complaint alleges that the defendants provided funding for
terrorist organizations through their sales practices pursuant to pharmaceutical and medical device contracts with the iragi Ministry of Health,
and seeks monetary relief.

Ad. Legal Proceedings—Governmeant Investigations

Like other pharmaceutical companies, we are subject to investigations and extensive reguiation by government agencies in the U.S., other
developed markets and multiple emerging markets in which we operate. As a result, we have interactions with government agencies on an
ongeing basis. Criminal charges, and substantial fines and/or civil penalties, as well as limitations on our ability to conduct business in
applicable jurisdictions, could result from government investigations. Among the investigations by government agencies are the matters
discussed below.
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Phenytoin Sodium Capsules

In 2012, Pfizer sold the U.K. Marketing Authorisation for phenytoin sodium capsules to a third party, but retained the right to supply the finished
product to that third party. in May 2013, the U K. Competition & Markets Authority (CMA) informed us that it had launched an investigation into
the supply of phenytoin scdium capsules in the U K. market. in August 2015, the CMA issued a Statement of Objections alleging that Pfizer
and Pfizer Limited, a U K. subsidiary, engaged in conduct that violates U K. and EU antitrust laws. In December 2016, the CMA imposed a
£84.2 millien fine on Pfizer and Pfizer Limited. Pfizer appealed the CMA Decision to The Competition Appeal Tribunal in February 2017.

Civil iInvestigative Demand refating to Pharmacy Benefit Managers

In March 2016, Pfizer received a Civil investigative Demand from the U.S. Attorney's Office for the Southern District of New York retated to
Pfizer's contractual refationships with pharmacy benefit managers with respect to certain pharmaceutical products over the period from
January 1, 2006 to the present. VWe have provided information to the government in response to this Civil Investigative Demand.

Subpoenas relating to Copayment Assistance Organizations

In December 2015 and July 2016, Pfizer received subpoenas from the U.S. Attorney's Office for the District of Massachusetts requesting
documents related to the Patient Access Network Foundation and other 501(c)(3) organizations that provide financial assistance to Medicare
patients. We have been providing information to the government in response to these subpoenas.

U.S. Department of Justice Investigation relating to Greenstone

As of July 2017, the U.S. Department of Justice’s Antitrust Division is investigating our Greenstone generics business. We believe this is
related to an ongeing antitrust investigation of the generic pharmaceutical industry. The government has been cbtaining information from
Greenstone.

Intravenous Solutions
See Note 17AZ. Legal Proceedings—~Product Litigation—-—intravenous Solutions above for information regarding government investigations
refated to sales of intravenous solution products.

AS. Legal Proceedings—Matters Resolved During 2017

During 2017, certain matters, including the matter discussed below, were resolved or were the subject of definitive settiement agreements or
settiement agreements-in-principie.

Xtandi

In April 2014, the Regents of the University of California (the Regents) filed a complaint against the Medivation Group in California Superior
Court in San Francisco. Medivation was acquired by Pfizer in September 2016 and is now a wholly-owned subsidiary of Pfizer. The Regents’
complaint sought a 10% share, under a license agreement between the Medivation Group and the Regents, of certain payments the
Medivation Group receives with respect to Xtandi under the Medivation Group's sub-licensing and collaboration agreement with Astellas. Trial
was scheduled to commence in May 2017. In July 2017, the parties resolved the matter through a settiement on terms not material to Pfizer,
which was recorded in the second guarter of 2017 as a measurement period adjustment related to the Medivation acquisition.

B. Guarantees and Indemnifications

In the ordinary course of business and in connection with the sale of assets and businesses and other transactions, we often indemnify our
counterparties against certain labilities that may arise in connection with the transaction or that are related to events and activities prior to or
following a transaction. If the indemnified party were to make a successful claim pursuant to the terms of the indemnification, we may be
required to reimburse the loss. These indemnifications are generally subject to various restrictions and limitations. Historically, we have not
paid significant amounts under these provisions and, as of December 31, 2017 the estimated fair value of these indemnification cbligations
was nol significant.

Pfizer Inc. has also guaranteed the long-term debt of certain companies that it acquired and that now are subsidiaries of Pfizer.
C. Commitments

- As of December 31, 2017, we had agreements totaling $4.5 billion to purchase goods and services that are enforceable and legally binding
and inciude amounts relating to advertising, information technology services, employee benefit administration services, and potential
milestone payments deemed reasonably likely to occur.

« As of December 31, 2017, we have obligations to make guaranteed fixed annual payments over a nine-year period in connection with the
U.S. and EU approvals for Besponsa ($443 million) and an obligation to make guaranteed fixed annual payments over a 10-year pericd for
Bosulif (5416 million), both associated with R&D arrangements.

+ As of December 31, 2017, in connection with the TCJA, we have an estimated $15.2 billion repatriation tax liability on accumulated
post-1986 earnings of foreign subsidiaries for which we plan to elect payment over eight years through 2026 and that is reported in Other
taxes payable. Qur cbiigations may vary as a result of changes in our uncertain tax positions and/or availability of attributes such as foreign
tax and cther credit carryforwards. See Note 5A for additional information.

Note 18. Segment, Geographic and Other Revenue information

A. Segment information

We manage cur commercial operaticns through two distinct business segments: Pfizer Innovative Health (IH) and Pfizer Essential Heaith
(EH). The |H and EH operating segments are each led by a single manager. Each operating segment has responsibility for its commercial
activities and for certain IPR&D projects for new investigational products and additional indications for in-fine products that generally have
achieved proof-of-concept. Each business has a geographic foctprint across developed and emerging markets. Qur chief operating decision
maker uses the revenues and earnings of the two operating segments. among other factors, for performance evaluation and resource
allocation.
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We regularly review our segments and the approach used by management to evaluate performance and allocate resources.

As described in Note 1A, acquisitions and divestitures have impacted our results of operations in 2017, 2016 and 2015.

Operating Seaments

Some additional information about our business segments as of the date of the filing of this 2017 Financial Report follows:

Pfizer
Innovative
Health

szw%w@@

ESSENTIAL HEALTH

IH focuses on developing and commercializing novel, value-creating
medicines and vaccines that significantly improve patients’ lives, as
well as products for consumer healthcare.

Key therapeutic areas include internal medicine, vaccines, oncology.

inflammation & immunology, rare disease and consumer heaithcare.

EH includes legacy brands that have lost or will soon lose market
exclusivity in both developed and emerging markets, branded
generics, generic sterile injectable products, biosimilars, select
branded products including anti-infectives and, through February 2,
2017, HIS. EH alsc includes an R&D organization, as weil as our
contract manufacturing business.

Leading brands include:

Leading brands include:

- Prevnar 13/FPrevenar 13 - Lipitor
- Xelianz - Premarin family
- Eliquis - Norvasc

- Lyrica (U.S., Japan and certain other markets)
- Enbrel (outside the U.S. and Canada)

- Lyrica (Europe, Russia, Turkey, Israei and Central Asia countries)
- Celebrex

- [brance - Viagra*®

- Xtandi - Inflectra/Remsima

- Several OTC consumer healthcare products (e.g., Advil and - Several sterile injectable products
Centrum)

* Viagra lost exclusivity in the U.S. in December 2017. Beginning in the first quarter of 2018, revenues for \iagra in the U.S. and Canada,
which were reported in |H through December 2017, will be reported in EH (which reported all other Viagra revenues excluding the U.S. and
Canada through 2017). Therefore, total Viagra worldwide revenues will be reported in EH from 2018 forward.

Other Costs and Business Activities

Certain pre-tax costs are not aliocated to our operating segment results, such as costs associated with the following:

«  WRD, which is generally responsible for research projects for our IH business until proof-of-concept is achieved and then for transitioning
those projects to the IH segment via the GPD organization for possibie clinical and commercial development. R&D spending may include
upfront and milestone payments for intellectual property rights. The WRD organization also has responsibility for certain science-based
and other platform-services organizations, which provide technical expertise and other services to the various R&D projects, including EH
R&D projects. WRD is also responsible for facilitating ali regulatory submissions and interactions with regulatory agencies, including all
safety-event activities.

+  GPD, which is generally responsible for the clinical development of assets that are in clinical trials for our WRD and Innovative portfolios.
GPD also provides technical support and other services to Pfizer R&D projects.

« Corporate, representing platform functions (such as worldwide technology, global real estate operatiens, legal. finance, human resources,
worldwide public affairs, compliance and worldwide procurement) and certain compensation and cther corporate costs, such as interest
income and expense, and gains and losses on investments. Effective in the first quarter of 2017, Corporate also includes the costs
associated with our Pfizer Medicai organization (Medical), previously reported as part of Other Business Activities. Medical is responsible
for the provision of medical information to healthcare providers, patients and other parties, transparency and disclosure activities, clinical
trial results publication. grants for healthcare quality improvement and medical education, and partnerships with giobal public health and
medical associations. In 2015, Medical was also responsible for reguiatory inspection readiness reviews, internal audits of Pfizer-
sponscred clinical trials and internal regulatory compliance processes, which are now part of the compiliance function within Corporate.

+  Other unallocated costs, representing overhead expenses asscciated with our manufacturing and commercial operations that are not
directly assessed to an operating segment as business unit (segment) management does not manage these costs (which include
manufacturing variances associated with production).

+ Certain transactions and events such as (i) purchase accounting adjustments, where we incur expenses associated with the amortization
of fair value adjustments te inventory, intangible assets and PP&E; (ii) acquisition-related costs, where we incur costs for executing the
transaction, integrating the acquired operations and restructuring the combined company; and (iii) certain significant items, representing
substantive and/or unusual, and in some cases recurring, items (such as restructuring or legal charges) that are evaluated on an individual
basis by management and that, either as a result of their nature or size, wouid not be expected to occur as part of our normal business on
a regular basis. Such items can include, but are not limited to, non-acquisition-related restructuring costs, as well as costs incurred for
legal settlements, asset impairments and disposals of assets or businesses. including, as applicable. any associated transition activities.
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Seament Assets

We manage our assets on a total company basis, not by operating segment, as many of our operating assets are shared (such as our plant
network assets) or commingled (such as accounts receivable, as many of our customers are served by both operating segments). Therefore,
our chief operating decision maker does not regularly review any asset information by operating segment and, accordingly, we do not report
asset information by operating segment. Total assets were approximately $172 billion as of December 31, 2017 and approximately $172 billien
as of December 31, 2016.

Selected Income Statement Information

As described in Note 1A, acquisitions and divestitures have impacted our results of operations in 2017, 2016 and 2015.

The following table provides selected income statement information by reportable segment:

Revenues Earnings'\'“:‘ Depreciation and Amortization™
Year Ended December 31, Year Ended December 31, Year Ended December 31,
{(MILLIGHS CF DOLLARS) 2017 2018 2015 2017 2016 2015 2017 2016 2015
Reportable Segments:
H $31,422 § 28197 $ 26758 §$ 18,341 $ 15854 §$ 14581 § 534 % 583 § 552
EH 21,124 23,627 22,094 11,283 12,898 12,714 579 600 446
Total reportable segments 52,546 52,824 48,851 29,625 28,752 27,295 1,113 1,183 998
Cther business activities™ — — — (3,137} (3,020) (2.914) 80 85 75
Reconciling Items:
Corporate™ — — — (5,522}  (5491)  (5,607) 337 356 355
Purchase accounting adjustments®™ — — — (4.758)  (4.185) (3.953) 4,565 3,800 3,573
Acquisition-related costs'® — — — (456} (785) (894) 39 7 75
Certain significant items' — — — (2,647} (5,888) (4.321) 52 200 48
Other unaliocated™ — — — (799} (1,032) (842) 72 35 33

$ 52546 § 52824 §$ 48851 $12305 § 8351 $ 8965 § 6269 $ 5757 § 5157

Income from continuing operations before provision/(beneftt) for taxes on income. IH's earnings in 2017 inciude dividend income of $266 million from our

investment in ViiV. For additional information, see Note 4

* Certain production facilities are shared. Depreciation is allocated based on estimates of physical production. Amounts here refate salely to the depreciation and

amoitization associated with continuing operations.

Other business activities includes the costs managed by our WRD and GPD organizations. Effective in the first quarter of 2017, Medical, previously reported as

part of Other Business Activities, was reclassified to Corporate. We have reclassified approximately $165 million and $177 million of costs from Other Business
Activities to Corporate in 2016 and 2015, respectively, to conform to the current period presentation.

" For a description, see the “Cther Costs and Business Activities” section above.

} Certain significant items are substantive and/or unusual, and in soms cases recurring, itams (such as restructuring or legal chargaes) that, sither as a result of

their nature or size, would not be expected to accur as part of our normat business on a reguiar basis.
For Earnings in 2017, certain significant items includes: (i) restructuring charges and implementation costs associated with our cost-reduction initiatives that
are not associated with an acquisition of $348 million. (i) charges for certain legal matters of $237 miliion, (iif) incremental charges to amounts previcusty
recorded to write down the HIS net assets to fair value less costs to sell of $55 million, (iv} certain asset impairment charges of $378 miliion, (v) charges for
business and legal entity alignment of $71 million, (vi} net iosses on early retirement of debt of $898 million and (vii) other charges of $556 million. For
additicnal information, see Nofe 2B, Nofe 3 and Note 4.

For Earnings in 2016, certain significant items includes: (i) restructuring charges and implementation costs associated with our cost-reduction initiatives that
are not associated with an acquisition of $1.5 billion, (i} charges for certain legal matters of $494 million, (i) an impairment charge related to the write-down of
the HIS net assets to fair value less estimated costs to sell of $1.7 billion, (iv) certain asset impairment charges of $1.4 billion, (v) charges for business and
legal entity alignment of $261 millien, (vi) net losses on early retirement of debt of $312 million and (vii} other charges of $197 million. For additional
information, see Note 2B, Note 3 and Note 4.

For Earnings in 2015, certain significant items includes: (f) restructuring charges and implementation costs associated with our cost-reduction initiatives that
are not associated with an acquisition of $584 million, (i) foreign currency loss and inventory impairment related to Vienezuela of $878 miliion, (i) certain asset
impairment charges of $787 million, (iv) a charge related to pension settiements of $481 million, (v} charges for business and legal entity alignment of $282
million, (vi) charges for certain legal matters of $968 million and {vii) ather charges of $332 million. For additienal information, see Nofe 3 and Nofe 4.

Equity in the net income of investees accounted for by the equity method is not significant for any of our operating segments.

The operating segment information does not purport to represent the revenues, costs and income from continuing operations before provision/
(benefif} for taxes on income that each of our operating segments would have recorded had each segment operated as a standalone company
during the periods presented.
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B. Geodraphic Information

As described in Note 1A, acquisitions and divestitures have impacted our results of operations in 2017, 2016 and 2015.

The following table provides revenues by geographic area:

Year Ended December 31,

{(MILLICMS CF DOLLARS) 2017 2016 2015
United States $ 26,026 & 26,369 % 21,704
Developed Europe'™® 8,508 9,306 9714
Developed Rest of World!™ 6,612 6,729 6,298
Emerging Markets ©' 11,398 10,420 11,136
Revenues $ 52,546 § 52824 § 48,851

= Developed Europe region includes the following markets: Western Europe, Scandinavian countries and Finland. Revenues denominated in euros were $6.8
biltion in 2017. $7.2 billion in 2016 and $7.4 billion in 2015.

N Developed Rest of World region includes the following markets: Japan, Canada, Australia, Scuth Korea and New Zealand.

= Emerging Markets region includes, but is not limited to, the following markets: Asia (excluding Japan and South Korea), Latin America, Eastern Europs, Africa,
the Middle East, Central Europe and Turkey.

19)

Revenues exceeded $500 million in each of 11 countries outside the U.S. in 2017 and 20186, respectively, and 12 countries outside the U.S. in
2015. The U.S_is the only country to contribute more than 10% of total revenue in 2017, 2016 and 2015. As a percentage of revenues, our two
largest national markets cutside the U.S. were Japan, which contributed 8% of total revenue in each of 2017, 2016 and 2015, and China,
which contributed 7% of total revenue in 2017 and 6% of total revenue in 2016 and 2015, respectively.

The following table provides long-lived assets by gecgraphic area:

As of December 31,

{(MILLIGHS CF DOLLARS) 2017 2016 2015
Property, plant and equipment, net
United States $ 6,971 § 6649 § 7.072
Developed Europe™ 4,345 4228 4376
Developed Rest of Worlg™ 632 643 660
Emerging Markets™ 1,917 1,797 1,658
Property, plant and equipment, net $ 13,865 § 13318 $ 13,766

&l Developed Europe region includes the following markets: Western Europe, Scandinavian countries and Finland.
'Uf Developed Rest of World region includes the following markets: Japan, Canada, Australia, Scuth Korea and New Zealand.

= Emerging Markets region includes, but is not limited to, the following markets: Asia (excluding Japan and South Korea), Latin America, Eastern Europs, Africa,
the Middle East, Central Europe and Turkey.

C. Other Revenue Information

Significant Customers

We sell our biopharmaceutical preducts primarily to customers in the wholesale sector. In 2017, sales to our three largest U.S. wholesaler
customers represented approximately 16%, 12% and 10% of total revenues, respectively, and, collectively, represented approximately 36% of
total trade accounts receivable as of December 31, 2017. In 2016, sales to our three largest U.S. wholesaler customers represented
approximately 16%, 12% and 10% of total revenues, respectively, and, collectively, represented approximately 29% of total trade accounts
receivable as of December 31, 2016. In 2015, sales to our three largest U.S. wholesaler customers represented approximately 14%, 11% and
10% of total revenues, respectively, and, collectively, represented approximately 23% of total trade accounts receivable as of December 31,
2015. For all vears presented, these sales and related trade accounts receivable were concentrated in our biopharmaceutical businesses.
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Significant Product Revenues

As described in Note 1A, acquisitions and divestitures have impacted our results of operations in 2017, 2016 and 2015.

The following table provides detailed revenue information:

Year Ended Decsmber 31,

[MILLICNS OF DOLLARS) 207 2018 2015
PFIZER INNOVATIVE HEALTH (IH)™ $ 31422 $ 29,197 § 26,758
internal Medicine $ 9,684 ¢ g8se & 7.611
Lyrica H® 4,511 4,185 3,655
Eliquis alliance revenues and direct sales 2,523 1,713 813
Chantix/Champix 997 842 871
Viagra IH"® 823 1,181 1,297
BMP2 261 251 232
Toviaz 257 258 287
All other internal Medicine 32 447 577
Vaccines $ 6,001 % 6071 % 6,454
Prevnar 13/Prevenar 13 5,601 5718 6,245
FSME/IMMUN-TicoVac 134 114 104
All other Vaccines 266 239 104
Qncology $ 6,056 $ 45683 3 2,955
lbrance 3,126 2,135 723
Sutent 1,081 1,095 1,120
Xalkori 594 581 488
Xtandi alliance revenues 590 140 —
Inlyta 339 401 430
Bosulif 233 167 111
All other Cneology 93 83 83
Inflammation & immunology (1&) $ 3968 % 3928 % 3918
Enbrel (Outside the U.S. and Canada) 2,452 2,809 3,333
Xeljanz 1,345 827 523
Eucrisa 67 — —
All ather &4 103 93 81
Rare Disease $ 2,24¢ % 2,389 2425
BeneFiX 604 712 752
Refacto AF/Xyntha 551 554 533
Genotrapin 532 579 617
Somavert 254 232 218
All other Rare Disease 300 202 306
Consumer Healthcare $ 3472 $ 3407 § 3,395
PFIZER ESSENTIAL HEALTH (EH)™ $ 21,124 $ 23,627 § 22,094
Legacy Established Products (LEP)™ $ 10,894 $ 11,197 % 11,745
Lipitar 1,91% 1,758 1,880
Premarin family 977 137 1,018
Norvasc 926 862 91
Xalatan/Xalacom 335 363 399
Effexor 297 278 288
Zoloft 291 304 374
EpiPen 290 386 339
Zithromax 270 272 275
Relpax 236 323 362
Xanax 225 222 224
Sitdenafil Citrate 56 — —
Al other LEP 5,077 5,313 5,625
Sterile Injectable Pharmaceuticals (SiP)" $ 5673 % 6014 § 3,944
Medrol 483 450 402
Sulperazon 471 396 339
Fragmin 306 318 335
Tygacil 260 274 304
Precedex 243 264 76
TazosynfZosyn 194 146 144
Alf other SIP 3,715 4,166 2343
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Year Ended December 3%,

IMILLICNS OF DOLLARS] 2017 2016 2015
Peri-LOE Products? $ 3223 % 4220 % 5,326
Celebrex 75 733 830
Lyrica EH™ 553 801 1,183
Wfend a21 580 682
Viagra EH'™ 382 383 411
Pristig 303 732 715
Zyvax 281 421 883
Revatio 252 285 280
All other Peri-LOE Products 257 276 382
Biosimilars™ $ 531 % 319§ 83
fnflectra/Remsima 419 192 30
All other Biosimilars 112 127 33
Pfizer CentreCne” $ 706 % 718 % &12
Hospira Infusion Systems (HIS}" 5 97 1,158 § 403
Revenues $ 52,546 $ 52824 § 48,851
Total Lyrica™ S 5065 $ 49886 % 4,839
Total Viagra®™ $ 1,204 § 1,564 % 1,708
Total Alliance revenues 3 2927 % 1746 § 1,312

' The IH business encompasses Internal Medicine, Vaccines, Oncology. Inflammation & immunology. Rare Disease and Consumer Healthcare. Through

December 31, 2016, includes Duavive/Duavee and Viviant {recorded in All other Internal Medicine in 2018), which were transferred from innovative Health to

Essential Health effective January 1, 2017 (recorded in Al other LEP {EH) beginning January 1, 2017), in order to afign these products with our management of

the women's health portfolio within EH.

Lyrica revenues from all of Europe, Russia, Turkey, Israel and Central Asia countries are included in Lyrica EH. Ali other Lyrica revenues are included in Lyrica

_1H. Total Lyrica revenues represent the aggregate of worldwide revenues from Lyrica IH and Lyrica EH.

“Viagra revenues from the U.S. and Canada are included in Viagra IH. All other Viagra revenuss are included in Viagra EH. Total Viagra revenues represent the

aggregate of worldwide revenues from Viagra |H and Viagra EH. Viagra lost exclusivity in the U.S. in December 2017. Beginning in the first quarter of 2018,

revenues for Viagra in the U.S. and Canada, which were reported in 1H through December 2017, wilt be reported in EH (which reported ail other Viagra

revenues excluding the U.S. and Canada through 2017). Therefore total Viagra worldwide revenues will be reported in EH from 2018 forward.

The EH business encompasses Legacy Established Products, Sterile Injectable Pharmaceuticals, Peri-LOE Preducts, Biosimitars, Pfizer CentreOne and HIS

{through February 2, 2017), and includes all legacy Hospira commercial operations.

Legacy Established Products primarily include products that have lost patent protection (excluding Sterile Injectabie Pharmacsuticals and Peri-LOE Products).

Effective January 1, 2017, All other LEP includes Duavive/Duavee and Viviant, which were transferred from Innovative Health (recorded in All other Internal

Medicine {IH) in 2018), in order to align these preducts with our management of the women's heaith portfolio within EH. See note (a) above.

' Sterile Injectabie Pharmaceuticais include generic injectables and proprietary specialty injectables {excluding Peri-LOE Products).

Peri-LOE Products include products that have recently lost or are anticipated to soon lose patent protection. These products primarily include: Lyrica in Europe,

Russia, Turkey, Israel and Central Asia; Viagra in all countries (excluding the U.S. and Canaday); and worldwide revenues for Celebrex, Pristig, Zyvox, Vfend,

Revatie and Inspra. Beginning in the first quarter of 2018, revenues for Viagra in the U.S. and Canada, which were reparted in IH through December 2017, wilk

be reported in EH. Therefore total Viagra worldwide revenuess will be repeorted in EH from 2018 forward. See note (¢) above,

Biosimilars include Inflectra/Remsima (biosimilar infliximab) in the U.S. and certain international markets, Nivestim (biosimitar filgrastim) in certain European,

\ Asian and Africa/Middle Eastern markets and Retacrit (biosimilar epoetin zeta) in certain European and Africa/Middle Eastern marksts.

' Pfizer CentreOne includes revenues from our contract manufacturing and active pharmaceutical ingredient sales operation, including sterile injectables contract
manufacturing, and revenues related to our manufacturing and supply agreements, including with Zostis inc.

CHIS (through February 2, 2017} includes Medication Management Systems products composed of infusion pumps and related software and services, as well as
IV Infusion Products, including large volume IV solutions and their associated administration sets.

a1

[=y

=i

We performed certain reclassifications, primarily between Legacy Established Products and Sterile Injectable Pharmaceuticals, to conform to current period
presentation.
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Quarter

(MILLICNS CF DOLLARS, EXCEPT PER COMMCN SHARE DATA} First® Second Third Fourth
2017
Revenues $ 12,779 $ 1289 $ 13,168 § 13,703
Costs and expensas™ 8,671 9,010 9,434 12,640
Restructuring charges and certain acquisition-related costs 157 70 149 110
Income from continuing operations before provision/(benefit) for taxes on income 3,951 3,815 3,585 953
Provision/(benefit) for taxes on income™ 821 739 127 {11,335)
Income from continuing operations 3,130 3,077 2,858 12,289
Discontinued operations—net of tax — 2 — 1
Net income bhefore allocation to noncontrailing interests 3,130 3,078 2,858 12,290
Less: Net income attributable to noncontrolling interests 9 5 18 15
Net income attributable to Pfizer Inc. $ 3121 8 3,073 $ 2,840 $ 12,274
Earnings per common share—basic:

Income from continuing operations attributable to Pfizer Inc. common

shareholders $ 052 §% 052 % 048 % 2.06

Discontinued operations—net of tax — — — —

Net income attributabie to Pfizer Inc. common shareholders $ 052 % 052 % 048 % 2.06
Earnings per common share—diluted:

Income from continuing operations attributable to Pfizer Inc. common

shareholders $ 051 % 051 % 047 % 2.02

Discontinued operations—net of tax — — — —

Net income attributabie to Pfizer Inc. common shareholders $ 051 % 051 % 047 % 202
Cash dividends paid per common share $ 032 % 032 % 032 % 0.32
Stock prices

High $ 3475 § 3452 §$ 36.21 $ 37.35

Low $ 3090 § 3167 § 3232 $ 34.10

in accordance with our international reporting period, our consolidated statement of income for the first quarter of 2017 reflects approximately two months of the
small molecule anti-infectives business acquired from Astra Zeneca.

* The fourth quarter of 2017 historically reflects higher costs in Cost of sales, Selling, informational and administrative expenses and Research and development
expeirses. The fourth quarter of 2017 includes a net loss on early retirement of debt of $989 miflion. inclusive of the refated termination of cross eurrency swaps.
The fourth quarter of 2017 reflects the impact of the TCJA. For additional information. see Notes to Consolidated Financial Statements—Nofe 5A. Tax Matfers:
Taxes on Income from Continuing Operations.

Basic and diluted EPS are computed independently for each of the periods presented. Accordingly, the sum of the quarterly EPS amounts may
not agree to the total for the year.
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Quarterly Consolidated Financial Data (Unaudited)
Pfizer Inc. and Subsidiary Companies

Quarter
(MILLICHS OF DOLLARS, EXCEPT PER COMMGHN SHARE DATA; First Second® Third®! Fourth
2016
Revenues $ 13005 $ 13147 $ 13045 § 13627
Costs and expenses’™ ¥ 9,303 10.421 10,910 12115
Restructuring charges and certain acquisition-related costs'® 141 316 331 735
Income from continuing operations before provision for taxes on income 3,561 2,410 1,604 777
Provision for taxes on income™ 513 347 249 13
Income from centinuing operations™® 3,048 2,062 1,355 763
Discontinued operations—net of tax — 1 — 17
Net income before allocation to noncentreiting interests™ 3,048 2,083 1,355 780
Less: Net income attributable to noncontrolling interests 9 16 — [
Net income attributable to Pfizer Inc.® $ 3038 § 2047 % 1355 % 775
Earnings per common share—basic:
Income from continuing operations attributable to Pfizer Inc. common
shareholders $ 049 % 034 % 022 % 0.12
Discontinued operations—net of tax — — — —
Net income attributabie to Pfizer Inc. common shareholders $ 049 % 034 % 022 § 0.13
Earnings per common share—diluted™:
Income from continuing operations attributable to Pfizer Inc. common
shareholders $ 049 & 033 & 022 % 0.12
Discontinued operations—net of tax — — — —
Net income attributabie to Pfizer Inc. common shareholders $ 049 % 033 % 022 % 0.13
Cash dividends paid per common share $ 030 § 030 § 030 § 0.30
Stock prices
High $ 3224 % 3565 § 3739 & 34.00
Low $ 2825 & 3006 § 3330 & 29.83
= !fn a;cordance with our domestic reparting periods, our consolidated statement of income for the second guarter of 2016 refiects five days of operating resuits
of Anacor,

' n accordance with our domestic and international reparting periods, our consolidated statement of income for the third quarter of 2016 refiscts three business

days of legacy Medivation operations.

) The third quarter of 20186 inciudes a pre-tax impairment charge of $1.4 billien recorded in Other (income)/deductions—net, representing the amount by which

the carrying value of HIS net assets held for sale exceeded the fair value less estimated costs to sell.

The fourth quarter of 2016 historically reflects higher costs in Cost of safes, Seffing, informational and administrative expenses and Research and development

expenses. The fourth quarter of 2018 includes a pre-tax impairment charge of $290 million recorded in Other {income)/deductions—ret, representing the

amount by which the carrying value of HIS net assets held for sale excesded the fair valus less estimated costs to sali,

The third quarter of 2016 reflects (i) restructuring charges of $404 million for employee termination costs, exit costs and asset impairments, which are largely

associated with cost reduction and productivity initiatives not associated with acquisitions, as well as our acquisitions of Hospira and Medivation; (i} transaction

costs, such as banking, legal, accounting and other similar services, of $54 million, most of which are directly related to our acquisition of Medivation: and (i)

integration costs, representing external, incremental costs directly related to integrating acquired businesses, and primarily include expenditures for consulting

and the integration of systems and processes, of $73 millien, primarily related to our acquisition of Hospira.

The fourth quarter of 20186 reflects (i) restructuring charges of $582 million for employee termination costs, asset impairments and other exit costs, which are

largely associated with our acquisition of Hospira; (i) transaction costs, such as banking, legal, accounting and other similar services, of $13 militon, most of

which are directly related to our acquisition of Anacor; and (iii} integration costs, representing external, incremental costs directly refated to integrating acquired
businesses, and primarily include expenditures for consulting and the integration of systems and processes, of $141 million, primarily related to our acguisition
of Hospira.

* Amounts reflect the adoption of a new accounting standard in the fourth quarter of 2016, as of January 1. 2018, requiring excess tax benefits or deficiencies for
share-based compensation to be recognized as a compoenent of the Provision for faxes on income. The net tax benefit was $22 million, $28 miltion, $35 million,
and $4 million in each of the first, second, third and fourth quarters of 20186, respectively. For additional information, see Notes to Consolidated Financial
Statements—~Note 1B. Adoption of New Accounting Standards in Pfizer’s 2018 Financial Report.

(6l

T

Basic and diluted EPS are computed independently for each of the periods presented. Accordingly, the sum of the quarterly EPS amounts may
not agree to the total for the year.

2017 Financial Report 143

02.08.2019 ki 08:59 Brgnngysundregistrene Side 166 av 171



Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 986210229

Financial Summary
Pfizer inc. and Subsidiary Companies

Year Ended/As of December 31,

(MILLIGMNS. EXCEPT PER COMMON SHARE DATA) 2017 2016 2015 2014 2013
Revenues™ $52,546 $52824 $48851 $49605 § 51584
Income from continuing operations'™ 21,353 7.229 6,975 9,119 11,410
Total assets” 171,797 171.615 167.381 167.473 170,329
Long-term obligations'™, 69,714 80,660 72.985 74,265 70,395

Earnings per common share—basic
Income from continuing operations attributable to Pfizer Inc. common

shareholders $ 357 $ 118 $ 113 $ 143 $ 167
Discentinued operations—net of tax'™ — — — 0.01 1.56
Net income attributable to Pfizer inc. commen shareholders'™ $ 357 $ 118 % 113 § 144 & 323

Earnings per common share—diluted
Income from continuing operations attributable to Pfizer Inc. common

shareholders $ 352 $ 117 % 1M 5 141 $ 165
Discontinued operations—net of tax™ — — — 0.01 1.54
Net income attributable to Pfizer inc. common shareholders $ 352 $ 117 % 11 $ 142 % 319

Cash dividends paid per common share $ 128 §$ 120 § 112 § 104 § 096

" 2017 reflects the February 3, 2017 sale of HIS to ICU Medical and the acquisition of the devetopment and commercialization rights to AstraZeneca’s small
molecule anti-infectives business, primarily outside ofthe U.S. on December 22, 2016, 2016 and 2017 reflect the acquisition of Medivation on September 28,
2016 and the acquisition of Anacor on June 24, 2016, and 2015, 2016 and 2017 reflect the acquisition of Hospira on September 3, 2015,

" All amounts reflect the June 24, 2013 disposition of Zoetis and its presentation as a discontinued operation in 2013.

Defined as Long-term debt, Pension benefit obligations, net, Postretirement benefit abligations. nef, Noncurrent deferred tax fiabifities, Other taxes payabfe and

Other noncurrent fiabifties.

* Includes the Animal Heaith (Zoetis) business through June 24, 2013, the date of disposal.

2017 reflects the impact of the TCJA on the Provision/(benefit} for taxes on income. For additional information, see Netes to Consolidated Financial Statements

—Note 5A. Tax Matters. Taxes on [ncome from Continuing Operations.
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Peer Group Performance Graph
Pfizer Inc. and Subsidiary Companies

The following graph assumes a $100C investment on December 31, 2012, and reinvestment of all dividends, in each of the Company's
Common Stock, the 8&P 500 index, and a composite peer group of the major U.S. and Eurcpean-based pharmaceutical companies, which
are: Abbott Laboratories (for 2012 only), AbbVie inc. (beginning in 2013), Amgen, inc., AstraZeneca pic, Bristol-Myers Squibb Company, Eli
Lilty & Co., GlaxoSmithKline plc, Johnson & Johnson, Merck and Co., inc., Novartis AG, Roche Holding AG and Sanofi SA.
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PFIZER PEER GROUP  cooveeees S&P 500
Five Year Performance
2012 2013 2014 2015 2016 2017
PFIZER $100.0 $126.2 $132.9 $1423 $148.7 $172.2
PEER GROUP $100.0 $133.0 $149.4 $151.7 $152.5 $178.6
3&P 500 $100.0 $132.4 $150.5 $152.6 $170.8 $208.0
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To the General Meeting of Vesterdlens Naturprodukter AS

Independent auditor’s report

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Vesteralens Naturprodukter AS showing a loss of TNOK
20 787. The financial statements comprise the balance sheet as at 30 November 2017, the income
statement and statement of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements are prepared in accordance with law and
regulations and give a true and fair view of the financial position of the Company as at 30 November
2017, and its financial performance and its cash flows for the year then ended in accordance with the
Norwegian Accounting Act and accounting standards and practices generally accepted in Norway.

Basis for Opinion

We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Audifor’'s Responsibifities for the
Audit of the Financial Statements section of our report. We are independent of the Company as
required by laws and regulations, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Other information

Management is responsible for the other information. The other information comprises the Beard of
Directors’ report, but does not include the financial statements and our auditor's report thereon.

Qur opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In coennection with our audit of the financial statements, our respensibility is to read the other
information and, in doing so, consider whether the other information is materially incensistent with the
financial statements or our knowledge obtained in the audit or ctherwise appears to be materially
misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of The Board of Directors and the Managing Director for the Financial Statements

The Board of Directors and the Managing Director (Management) are responsible for the preparation
in accordance with law and regulations, inciuding fair presentation of the financial statements in
accordance with the Norwegian Accounting Act and accounting standards and practices generally

Ofngs
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accepted in Norway, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud
or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern. The
financial statements use the going concern basis of accounting insofar as it is not likely that the
enterprise will cease operations.

Auditor’s Responsibilities for the Audit of the Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due te fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with faws, regulations, and auditing standards and practices
generally accepted in Norway, including ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasconably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

As part of an audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

» identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error. We design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our cpinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve coliusion, forgery, intentional omissions,
misreprasentations, or the override of internal control.

» obtain an understanding of internal contrel relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

» evaluate the appropriateness of accounting policies used and the reascnableness of
accounting estimates and related disclosures made by management.

» conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence cbtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence cbtained up to the date of our auditor's report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

» evaluate the overall presentation, structure and content of the financial statements, inciuding
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

We communicate with the Beoard of Directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

Report on Other Legal and Regulatory Requirements

Opinion on the Board of Directors’ report

Based on our audit of the financial statements as described above, it is our opinion that the
information presented in the Board of Directors’ report concerning the financial statements, the going
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concern assumption, and the proposal for the allocation of the profit is consistent with the financial
statements and compiies with the law and regulations.

Opinion on Registration and Documentation

Based on our audit of the financial statements as described above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Engagements
(ISAE) 3000, Assurance Engagements Other than Audits or Reviews of Historical Financiaf
information, it is our opinion that management has fulfilled its duty to produce a proper and clearly set
out registration and documentation of the Company’s accounting information in accordance with the
law and bookkeeping standards and practices generally accepted in Norway.

Oslo, 3C May 2018
KPMG AS

Svein Wiig
State Authorised Public Accountant
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