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Resultatregnskap

Belgp i: NOK Note 2018 2017
RESULTATREGNSKAP

Inntekter

Salgsinntekt 1,11 46 865 067 70001 743
Annen driftsinntekt 212 951 530 858
Sum inntekter 47078 018 70532 601
K ostnader

Varekostnad 16 354 098 23299 488
L gnnskostnad 12 17 127 318 21512190
Avskrivning pavarige driftsmidler og immaterielle eiendeler 3 74037 171 993
Annen driftskostnad 11711523 20738871
Sum kostnader 45 266 976 65 722 542
Driftsresultat 1811042 4810 059

Finansinntekter og finanskostnader

Inntekt pdinvestering i datterselskap og tilknyttet selskap 18174 844

Annen rentei nntekt 764 884 80 755
Annen finansinntekt 375 660 524 187
Sum finansinntekter 19 315 388 604 942
Rentekostnad til foretak i samme konsern 5073

Annen rentekostnad 50 651 141 268
Annen finanskostnad 473 314 410 108
Write off sharesin subsidiary 24 447 950
Sum finanskostnader 529 038 24 999 326
Netto finans 18 786 350 -24 394 384
Ordineert resultat fer skattekostnad 20597 392 -19 584 325
Skattekostnad pa ordinaat resultat 1,10 427728 1202221
Ordineert resultat etter skattekostnad 20 169 664 -20 786 546
Arsresultat 20 169 664 -20 786 546

Overfaringer og disponeringer
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Resultatregnskap

Belgp i: NOK Note 2018 2017
Overfaringer til/fra annen egenkapital 20 169 664 -20 786 546
Sum overfaringer og disponeringer 20 169 664 -20 786 546
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Balanse

Belgp i: NOK Note 2018 2017

BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Utsatt skattefordel 10 311892 274 210
Sum immaterielle eilendeler 311892 274 210

Varigedriftsmidler
Driftdasare, inventar, verktay, kontormaskiner og lignende 3 47 247 121284
Sum varige driftsmidler 47 247 121284

Finansielle anleggsmidler

Investering i datterselskap 4 7675012 7675012
Investeringer i aksjer og andeler 85 000 85 000
Sum finansielle anleggsmidler 7760 012 7760 012
Sum anleggsmidler 8119 151 8 155 506
Omlgpsmidler

Varer

Varer 6 2781948 5852 375
Sum varer 2781948 5852 375
Fordringer

Kundefordringer 5 2823 685 4017573
Andre fordringer 2330093 2307 521
Konsernfordringer 7 76 963 510 42 463 694
Sum fordringer 82117 288 48788 788

Bankinnskudd, kontanter og lignende

Bankinnskudd, kontanter og lignende 8 882 457 811 745
Sum bankinnskudd, kontanter og lignende 882 457 811745
Sum omlgpsmidler 85 781 693 55 452 908
SUM EIENDELER 93 900 844 63 608 414
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Balanse

Belgp i: NOK Note 2018 2017

BALANSE - EGENKAPITAL OG GJELD

Egenkapital

Innskutt egenkapital

Selskapskapital 2,9 100 000 100 000
Overkurs 2 468 905 468 905
Annen innskutt egenkapital 2 1194 235 1194 235
Sum innskutt egenkapital 1763140 1763140

Opptjent egenkapital

Annen egenkapital 33343228 48 173 564
Sum opptjent egenkapital 33343228 48 173 564
Sum egenkapital 35 106 368 49 936 704
Sum langsiktig gjeld 0 0

K ortsiktig gjeld

Leverandergjeld 1129126 1969 239
Betalbar skatt 10 465 410 1118767
Skyldige offentlige avgifter 331082 394 879
Kortsiktig konserngjeld 7 51 780 341 4271 607
Annen kortsiktig gjeld 5088517 5917 218
Sum kortsiktig gjeld 58 794 476 13671710
Sum gjeld 58 794 476 13671710
SUM EGENKAPITAL OG GJELD 93 900 844 63 608 414
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Appendix A
2018 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 2018 Financial Report {defined below)
refer to Pfizer Inc. and its subsidiaries. We also have used several other terms in this 2018 Financial Report, most of which are exptained or

defined below:

2018 Financial Report

This Financial Report for the fiscal year ended December 31, 2018, which was filed as Exhibif 13 {o the Annual
Report on Form 10-K for the fiscal year ended December 31, 2618

2018 Form 10-K

Annual Report on Form 10-K for the fiscal year ended December 31, 2018

ABQ

Accumulated postretirement benefit obligation

ACA (Also referred fo as LS.
Heailthcare Legisiation}

U.S. Patient Protection and Affordable Care Act, as amended by the Health Care and Education Reconciliation Act

ACIP Advisory Commitiee on Immunizatios
ALK anaplastic lymphoma kinase
Allergan Allergan plc

Alliance reventies

Revenues from alliance agreements under which we co-promote products discovered or developed by other
companies or us

Allogene Allogene Therapeudics, Inc.
AMPA a-amino-3-hydroxy-5-methyl-4-isoxazolepropionic acid
Anacor Anacor Pharmaceuticals, Inc.
AOCH Accumulated Other Comprehensive Income
Astelias Aslellas Pharma Inc., Astellas US LLC and Astellas Pharma US, Inc.
ASU Accounting Siandards Update
ATM-AVI azfreonarm-avibactam
Avillion Avillion LLP
_Bain Bain Capital Private Equity and Bain Capital Life Sciences

Bamboo Bamboo Therapeutics, Inc.
Biogen Biogen Inc.
Biopharma Pfizer Biopharmaceuticals Group
BMS Bristol-Myers Squibb Company
BRCA BReast CAncer susceptibility gene
CART chimeric antigen receptor T cell
cDC U.8. Centers for Di Control and Prevention
Cetiectis Cellectis S.A.
Cerevel Cerevel Therapeutics, LLC
CIAS cognitive impairment associated with schizophrenia
Citibank Citibank, N.A.
CML chronic myelogenous leukemia
Developed Markets U.8., Western Europe, Japan, Canada, South Korea, Australia, Scandinavian countries, Finland and New Zealand
EEA European Economic Area
EGFR epidermal growih factor receptor
EH Essential Health
EMA European Medicines Agency
Emerging Markets Includes, but is not limited to, the following markets: Asia (excluding Japan and South Korea), Latin America,
Eastern Europe, Alfrica, the Middle Easi, Ceniral Europe and Turkey
EPS earnings per share
EU European Union
_Exchange Act Securities Exchange Act of 1834, as amended
FASB Financial Accounting Standards Board
FDA U.S. Food and Drug Adminisiration
GAAP Generally Accepted Accounting Principies
GIST gasiroirtesiinal stromal iumors
GPD Global Product Development organization
GSK GlaxoSmithkline pic
GS&Co. Goldman, Sachs & Co. LLC
HER human eptdermal growth factor recepior
HER2- human epidermal growih faclor recepior 2-negative
hGH-CTP human growth hormone
HIS Hospira Infusion Systems
Hisun Zhejiang Hisun Pharmaceuticals Co., Lid.
Hisun Pfizer Hisun Pfizer Pharmaceuticals Company Limited
Hospira Hospira, Inc.
HR+ hormone receptor-posifive
ICU Medical 1CU Medical, Inc.
lind Innovative Heaith
tnnoPharma InnoPharma, Inc.
IPR&D in-process research and development

2018 Financial Report i
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Financial Review
Pfizer Inc. and Subsidiary Companies

IRC Internal Revenue Code
IRS U.S. Internal Revenue Service
3% intravenous
_Janssen Janssen Biotech, Inc.
J&J Johnson & Johnson
King King Pharmaceuticals LLC (formerly King Pharmaceuticals, Inc.)
LDL low density lipoprotein
LEP {egacy Established Products
LIBOR Ltondon Interbank Offered Rate
Lilty Eli Lilly and Company
LOE loss of exclusivily
MCC Merkel Celi Carcinoma
MCO Managed Care Organization
Medivation Medivation, Inc,
Merck Merck & Co., Inc.
Meridian Meridian Medical Technologies, Inc.
Moody's Moody's Investors Service
NAV Net asset value
NDA new drug application
NovaQuest NovaQuest Co-Investment Fund II, L.P. or NovaQuest Co-Investment Fund V, L.P., as applicable
NSCLC non-small cell lung cancer,
NYSE New York Stock Exchange
OPKO OPKQ Health, Inc.
ore over-the-counter
PARP poly ADP ripose polymerase
PBM FPharmacy Benefit Manager
FBO Projected benefit obligation
Pharmacia Pharmacia Corporation
PPS Portfolio Performance Shares
PP&E Property, plant & equipment
FSAs Performance Share Awards
FPsA psoriatic arthritis
PTSRUs Performance TFotal Shareholder Return Units
PTUs Profit Units
RA rheumatoid arthritis
RCC renal ceil carcinoma
R&D a
RPY RPI| Finance Trust
RSUs Restricted Stock Units
Sandoz Sandoz, Inc., a division of Novartis AG
Sangamo Sangamo Therapeuiics, Inc.
SEC U.8. Securities and Exchange Commission
Servier Les Laboratoires Servier SAS
SFJ SFJ Pharmaceuticals
Shire Shire International GmbH
SI&A Selling, informational and administrative
S5&P Standard and Poor's
SiP Sterile Injectable Pharmaceuticals
SiratCO Strategy and Commercial Operations
Tax Cuts and Jobs Act or TCJA Legisiation commonly referred 1o as the U.S. Tax Cuts and Jobs Act of 2017
Teuto Laboratério Teuto Brasileiro S.A.
Teva Teva Pharmaceuticals USA, Inc.
TSR Total Shareholder Return
TSRUs Total Shareholder Return Units
UK. United Kingdom
Uu.s. United States
ViV ViV Healthcare Limited

WRD Woridwid Résearch and Development

i 2018 Financial Report
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Financial Review
Pfizer Inc. and Subsidiary Companies

INTRODUCTION

See the Glossary of Defined Terms at the beginning of this 2018 Financial Report for terms used throughout this Financiat Review. Qur
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 financiat statements and Notes to Consolidated Financial
Statements. The discussion in this Financiat Review contains forward-looking statements that involve substantial risks and uncertainties. Our
actuat resuits could differ materially from those anticipated in these forward-tooking statements as a resuit of various factors, such as those
discussed in Part 1, ltem 1A, “Risk Factors’” of our 2018 Form 10-K and in the “Forward-Looking Information and Factors That May Affect
Future Results”, “Our Operating Environment” and "Our Strategy” sections of this Financial Review.

The Financial Review is organized as follows:

* Overview of Our Performance, Operating Environment, Strategy and Outiook Beginning on page 2

This section provides information about the foilowing: Financial Highlights; Our Business; Our 2018 Performance;
QOur Operating Environment; The Global Economic Environment, Our Strategy; Our Business Development
Initiatives, such as acquisitions, dispositions, licensing and coflaborations; and Our Financial Guidance for 2018.

* Significant Accounting Policies and Application of Crifical Accounting Estimates and Assumptions Beginning on page 16
This section discusses those accounting policies and estimates tha! we consider important in understanding our

consolidated financial stalements. For additional discussion of our accouniing policies, see Notes o
Consolidated Financial Statemenis—~Note 1. Basis of Presentation and Significant Accounfing Policies.

* Analysis of the Consolidafed Statements of income Beginning on page 20
This section includes the following sub-sections:
< Revenues—QOverview Beginning on page 20
Fhis sub-section provides a high-level summary of our revenues, including revenue deductions.
Revenues by Segment and Geography Beginning on page 22

This sub-section provides an overview of revenues by segment and geography.
Revenues—Selected Product Discussion Beginning on page 24

TFhis sub-section provides an overview of several of our biopharmaceutical products.
Product Developments—Biopharmaceutical Beginning on page 29

This sub-section provides an overview of important biopharmaceutical product developments.
Costs and Expenses Beginning on page 33

This sub-section provides a discussion about our cosis and expenses.
Provision/{Beneftt} for Taxes on income Beginning on page 36

TFhis sub-section provides a discussion of items impacting our tax provisions.
Non-GAAP Financial Measure (Adjusted Income) Beginning on page 37

TFhis sub-section provides a discussion of an alternative view of performance used by management.
* Analysis of Operating Segment information Beginning on page 42

This section provides a discussion of the performance of each of our operating segments.
* Analysis of the Consolidated Statements of Comprehensive Income Beginning on page 51

This section provides a discussion of changes in certain components of other comprehensive income.
* Analysis of the Consolidafed Balance Sheets Beginning on page 52
This section provides a discussion of changes in cerfain balance sheet accounts, inciuding Accumulated other
comprehensive joss.
* Analysis of the Consolidafed Statements of Cash Flows Beginning on page 53

This section provides an analysis of our consolidated cash flows for the three years ended December 31, 2018.
* Analysis of Financial Condifion, Liquidify and Capifal Resources Beginning on page 55
This section provides an analysis of selected measures of our liquidity and of our capital resources as of
December 31, 2018 and December 31, 2017, as well as a discussion of our outstanding debt and other

commitmentis that existed as of December 31, 2018 and December 31, 2017. Included in the discussion of

outstanding debt is a discussion of the amount of financial capacily available o help fund Pfizer's future
activities.

*  NewAccounting Standards Beginning on page 59

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 Facfors That May Effect Future Results Beginning on page 61
This section provides a description of the risks and uncertainties that could cause actual results 1o differ materially

from those discussed in forward-looking statements presented in this Financial Review. Also included in this
section are discussions of Financial Risk Management and Contingencies, including legal and {ax matters.

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

2018 Financial Report 1
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Financial Review
Pfizer Inc. and Subsidiary Companies

OVERVIEW OF OUR PERFORMANCE, OPERATING ENVIRONMENT, STRATEGY AND OQUTLOOK

Financial Highlights

Tre following charts provide a summary of certain financiat performance {in billions, except per share data):

2018 Total Revenues—$53.6 hillion 2018 Net Cash Fiow from Operations—$15.8 billion

An increase of 2% compared to 2017 A decrease of 6% compared to 2017

2018 2018

2017 2017

2016 2016
2018 Reported Diluted EPS—§1.87 2018 Adjusted Diluted EPS (Non-GAAP)—$3.00*
Adecrease of 47% compared to 2017 An increase of 13% compared to 2017

2018 2018

2017 2017

2016 2016

* 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.

Our Business

We apply science and our globat resources to bring therapies to people that extend and significantly improve their lives through the discovery,
development and manufacture of healthcare products. Our globa! portfolio includes medicines and vaccines, as well as many of the world's
best-known consumer healthcare products. We work across developed and emerging markets to advance wellness, 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 sate of our products and,
to a much lesser extent, from alliance agreements, under which we co-promote products discovered or developed by other companies or us
(Aliance revenues).

From the second quarter of our 2016 fiscal year untit the end of 2018, we managed our commercial operations through two distinct business
segments: Pfizer Innovative Health {IH) and Pfizer Essential Heaith {EH). For additional information about this operating structure, see Notes
to Consotidated Financiat Statements-—Nofe 18A. Segment, Geographic and Other Revenue Information: Segment Information. At the
beginning of our 2019 fiscal year, we began to manage ouwr commercial operations through a new global commercial structure consisting of
three businesses. See the “Our Strategy—Organizing for Growth” and “~—Commerctal Operations” sections of this Financial Review below for
additional information.

On January 1, 2019, Dr. Albert Bourla succeeded lan Read as Chief Executive Officer of the company and lan Read transitioned from his role
as Chairman and Chief Executive Officer to Executive Chairman of Pfizer’s Board of Directors.

The maijority of our revenues come from the manufacture and sate 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 loss or expiration of intellectual property rights and the expiration of co-promotion and
licensing rights, the ability to replenish innovative biopharmaceuticat products, healthcare legislation, pipeline productivity, the regulatory
environment, pricing and access presswres and competition. We also face challenges as a resuit of the global economic environment. For
additional information about these factors and challenges, see the “Our Operating Environment” and “The Global Economic Environment”
sections of this Financial Review and Part |, ltem 1A, “Risk Factors” of our 2018 Form 10-K.

2 2018 Financial Report
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Financial Review
Pfizer Inc. and Subsidiary Companies

The financial information included in our consolidated financial statements for our subsidiaries operating outside 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.

References to developed and emerging markets in this Financial Review include:

Developed markets U.8., Western Europe, Japan, Canada, South Korea, Austratia,
Scandinavian countries, Finland and New Zeatand

Emerging markets {include, but are not imited to} Asia {excluding Japan and South Korea), Latin America, Eastern
Europe, Africa, the Middle East, Central Europe and Turkey

References to operationat variances in this Financial Review pertain to period-over-period growth rates that exclude the impact of foreign
exchange. The operational variances are determined by multiplying or dividing, as appropriate, our current year U.S. doltar resuilts by the
current year average foreign exchange rates and then muitiplying or dividing, as appropriate, those amounts by the prior-year average foreign
exchange rates. Atthough 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 results of our business.

On December 22, 2017, the U.S. enacted significant changes to U.S. tax taw following the passage and signing of the TCJA. The TCJAis
compiex and significantly changes the U.S. corporate income tax system by, among other things, reducing the U.S. Federat corporate tax rate
from 35% to 21%, transitioning U.S. international taxation from a worldwide tax system to a territoriad tax system and imposing a repatriation
tax on deemed repatriated accumulated post-1986 earnings of foreign subsidiaries. For information on the TCJA, see Notes to Consolidated
Financial Statements—~Note 5A. Tax Matters: Taxes on income from Continuing QOperations.

Qur significant recent business devetopment activities include:

« On December 19, 2018, we announced that we entered into a definitive agreement with GSK under which we and GSK have agreed to
combine our respective consumer healthcare businesses into a new consumer heatthcare joint venture that will operate globally under the
GS8K Consumer Healthcare name. The joint venture is expected to be a category leader in pain relief, respiratory, vitamin and mineral
supplements, digestive health, skin heaith and therapeutic oral health and will be the largest global OTC consumer healthcare business. In
exchange for contributing our Consumer Healthcare business, we will receive a 32% equily stake in the company and GSK will own the
remaining 68%. The transaction is expected to close in the second haif of 2019, subject to customary closing conditions including GSK
shareholder approval and required regulatory approvals. For additional information, see Notes to Consolidated Financial Statements——Note
2C. Acquisitions, Divestitures, Assets and Liabilities Held for Sale, Licensing Arrangements, Research and Development and Collaborative
Arrangements, Equity-Method Investments and Privately Held Investment: Assets and Liabflities Held for Sale and the "Our Strategy”
section of this Financial Review below.

On February 3, 2017, we compieted the sale of Pfizer's globa! infusion systems net assets, HIS, to ICU Medical for up to approximately
$900 mittion, composed of cash and contingent cash consideration, ICU Medicat common stock and seller financing. At closing, we received
3.2 million newly issued shares of ICU Medical common stock, which we initlally valued at approximately $428 million {all of which we sold
during 2018), a promissory note in the amount of $75 miflion and net cash of approximately $200 million before customary adjustments for
net working capital. In addition, we are entitted to receive a contingent amount of up to an additionat $225 milfion 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
financiat results, and EH's operating resuits, 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 financiat resuits, and EH’s operating results, for the year
ended December 31, 2016 reflect 12 months of HIS globat operations. Our financial results, and EH’s operating results, for 2018 do not
reflect any contribution from HIS globat operations.

On Becember 22, 2018, which fell in the first fiscat quarter of 2017 for our international operations, we acguired the development and
commercialization rights to AstraZeneca's small molecuie anti-infectives business, primarily outside the U.S. for $1,040 million, composed of
cash and contingent consideration. Commencing from the acquisition date, our financiat statements refiect 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
bhusiness 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 biflion 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.
Commencing from the acquisition date, our financial statements reflect the assets, liabitities, operating results and cash flows of Medivation.
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 billion, net of cash acquired), plus $698 miltion debt assumed. Commencing from the acquisition date, our financial
statements refiect the assets, liabiiities, operating results and cash flows of Anacor. In accordance with our domestic and international
reporting periods, our consolidated financial statements for the year ended December 31, 2016 reflect approximately six months of Anacor
operations.

On Aprit 6, 2018, 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 felt into Pfizer's second fiscal quarter of 2016), Pfizer paid Altergan

2018 Financial Report 3
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$150 mittion (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 released each other from any and all claims in
connection with the merger agreement.

For additiona! information, see Notes to Consolidated Financiat Statements——Note 2. Acquisifions, Divestifures, Assets and Liabifities Held for
Sale, Licensing Arrangements, Research and Development and Colfaborative Arrangements, Equity-Method Investments and Privately Held
Investment and the “Our Strategy” and “Our Business Development Initiatives” sections of this Financial Review below.

Impact of Hurricanes in Puerto Rico

We have manufacturing and commerciat operations in Puerto Rico, which were impacted by the hurricanes toward the end of the third quarter
in 2017. While our three manufacturing sites in Puerto Rico sustained some damage and became inoperable due to issues impacting Puerto
Rico overalt, ail three sites have resumed operations and remediation activities were completed in 2018. Owr commercial sates offices in
Puerto Rico have been operational since October 2017.

Product Manufacturing

We periodicaily encounter difficuities or delays in manufacturing, including due to suspension of manufacturing or voluntary recall of a product,
or tegal or regulatory actions such as warning letters. For example, Hospira's manufacturing faciity in McPherson, Kansas is currently under
the FDA inspection status of Official Action Indicated (OAI). As a result of this status, the FDA may refuse to grant premarket approval of
applications and/or the FDA may refuse to grant export certificates related to products manufactured at our McPherson site until the site status
is upgraded, which will require a successful re-inspection by the FDA. Future FDA inspections and regulatory activities will further assess the
adequacy and sustainabiity of corrections implemented at the site. Communication with the FDA on the status of the McPherson site is
ongoing. For additionat information regarding the FDA inspection of the McPherson site, see Part |, ltem 1A, “Risk Factors—Product
Manufacturing, Sales and Marketing Risks” of our 2018 Form 10-K.

The product shortages we have been experiencing within our portfolio are primarily for products from the legacy Hospira portfolio and are
largely driven by capacity constraints, technical issues and supplier quality concerns. We continue to remediate issues at legacy Hospira
facilities manufacturing sterile injectables. Any continuing product shortage interruption at these manufacturing facilities could negatively
impact our financial resuits, specifically in our SIP portfolio. We continue to make progress on owr comprehensive remediation plan to upgrade
and modernize these facilities, and we expect our supply issues to be substantially improved by the end of 2019.

Our 2018 Performance

Revenues—2018

Revenues in 2018 increased by $1.1 billion, or 2%, compared to 2017, which reflects operationat growth of $791 mittion, or 2%, and the
favorable impact of forelgn exchange of $310 million, or less than 1%.

The following graph Hlustrates the components of the increase in revenues in 2018:

$52 546 $2,554 $310 $53,647
—~ $(1,666} $(97)
g
2
'\Et
o
T
2017 Operational LOE" HIS Foreign Exchange 2018
{excl. LOE* and Disposition

Disposition)

* LOE generally pertains to period-over-period 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 changes in revenues in 2018:

(MILLIONS OF DOLLARS)

2017 Revenues $ 52,548

Qperationai growth/(decline):

Continued growth from key brands® and from recently taunched products'™, as wetl as growth from Biosimilars'
and our Consumer Healthcare business, and the impact from CentreOne 3,377

Declines from total Viagra®® {primarity in the U.S.), the Peri-LOE Products portfolio {excluding Viagra EH, which
was impacted by the shift in the reporting of U.S. and Canada Viagra revenues to EH), the SIP portfolio (primarily
in developed markets), the LEP portfolio {primarity in developed markets), Enbrel {driven by dectines in most

developed Europe markets) and the hemophilia portfolio {primarily in developed Europe) {2,520)
Disposition-refated impact of the February 2017 sale of HIS® {97)
Cther operationatl factors, net 31

Operational growth, net 791
Operationat revenues 53,337
Favorable impact of foreign exchange 310
2018 Revenues $ 53,647

) Key brands represent lbrance, Eliquis, Xeljanz, Prevnar 13/Prevenar 13, Xtandi, Lyrica-iH and Chantix/Champix.

) Growth from recently launched products include Eucrisa in the U.$., as well as Besponsa and Bavencio, primarify in the U.S. and developed Europe.

= Growth in Biosimilars, primarily from inflectra in certain channels in the U.S., as well as in developed Europe.

) Viagra lost exclusivity in the U.S. in December 2017. In 2018, revenues for Viagra in the U.S. and Canada, which were reported in IH through 2017, were
reported in EH {which reported all ather Viagra revenues excluding the U.8. and Canada through 2017}. Therefore, in 2018, total Viagra revenues were
reported in EH. Total Viagra revenues in 2017 represent the aggregate of worldwide revenues from Viagra IH and Viagra £H.

=) \mpact on financial results for the sale of HIS in February 2017, The 2018 financial results do not reflect any contribution from HiS global operations, compared
to approximately one month of HIS domestic operations and approximately two months of HIS international operations in 2017.

See the "Analysis of the Consolidated Statements of Income-—Revenues—OQOverview” section betow for more information, including a
discussion of key drivers of our revenue performance.

Income from Continuing Operations Before Provision/{Benefit} for Taxes on Income--2018

The following provides an analysis of the decrease in Income from continuing operations before provision/benefit) for taxes on income for
2018:

(MILLIONS OF DOLLARS)

Income from continuing operations before provision/(benefit) for taxes on income for the year ended December 31, $
2017 12,305

Favorable change in revenues 1,101

Favorable/{Unfavarable) changes:

Higher certain asset impairments® (2,720)
Higher Restructuring charges and certain acquisition-related costs™ {693)
Higher Research and development expenses™ (322)
Impact of net realized {gains)/losses on sales of investments in debt securities® {188)
Lower net losses on early retirement of dept® 996
Impact of net periodic benefit costs/{credits) other than service costs® 389
Higher net gains recognized during the period on investments in equity securities” 362
Lower Selling, information and administrative expenses'™ 350
Higher income from coliaborations, out-licensing arrangements and sales of compound/product rights'® 271

Al other items, net 33

Income from continuing operations before provision/(benefit) for taxes on income for the year ended December 31,
2018 11,885

T See the Notes to Consolidated Financial Statements—Note 4. Other {Income})/Deductions—Net.

®) See the "Costs and Expenses--Restructuring Charges and Other Costs Associated with Acquisitions and Cost-Reduction/Productivity Initiatives” and Neotes fo
Consolidated Financial Statements—~Naotle 3. Restructuring Charges and Gther Costs Associated with Acquisitions and Cost-Reduction/Productivity Initiatives.

¥ See the “Costs and Expenses——Research and Development (R&D) Expenses” section of this Financial Review.

¥ See the "Costs and Expenses--Seliing, Informational and Administrative (SI&A} Expenses” 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 Consolidated Financial Statements—n~Note 5A. Tax Matters: Taxes on income from Continuing Qperations.
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Our Operating Environment

Industry-Specific Challenges

Intellectual Property Rights and Collaboration/Licensing Rights

The loss, expiration or invalidation of intellectual property rights, patent litigation settlements with generic manufacturers and the expiration of
co-promotion and licensing rights can have a significant adverse effect on our revenues. Many of our branded products have multipte patents
that expire at varying dates, thereby strengthening our overall patent protection. However, once patent protection has expired or has been lost
prior to the expiration date as a result of a legal challenge, we iose exclusivity on these products, and generic pharmaceutical manufacturers
generatly produce simitar products and sell them for a lower price. The date at which generic competition commences may be different from
the date that the patent or 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 courterparts, generic or competitive
products could be introduced into the market resuiting in the erosion of sales of our existing products. For example, several of the patents in
our pneumococcal vaccine portfolio were chalienged in inter partes review and post-grant review proceedings in the U.S. In June 2018, the
Patent Trial and Appeal! Board ruled on one patent, holding that one claim was valid and that all other claims were invalid. The party
chailenging that patent has appealed the decision. Challenges to other patents remain pending before the U.S. Patent and Trademark Office.
The invalidation of these patents could potentially allow a competitor pneumococcal vaccine into the marketplace.

Anumber of our current products have experienced patent-based expirations or loss of regutatory exclusivity in certain markets in the last few
years. For example, as a result of a patent litigation settlement, Teva launched a generic version of Viagra in the U.S. in December 2017. In
addition, the basic product patent for Lyrica in the U.S. will expire in June 2019, which inciudes the FDA's grant of pediatric exclusivity that
extended the period of market exclusivity in the U.S. for Lyrica for an additional six months from December 2018.

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

Qur biologic products, including BeneFIX, ReFacto, Xyntha, Bavencio, Prevnar 13/Prevenar 12 and Enbrel (we market Enbre! outside 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 biologic products, our biotogic products 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 Evrope markets. The expiration or successful challenge of applicable patent rights could trigger this
competition, assuming any retevant regutatory 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
alliance 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 Exciusivity

The following table provides information about certain of our products recently experiencing, or expected to experience in 2019, patent
expirations or foss of regulatory exclusivity in the U.S., Europe or Japan, showing, by product, the key dates or expected key dates, the
markets impacted and the revenues associated with those products in those markets:

(MILLIONS OF DOLLARS) Product Revenues in Markets Impacted
Products Key Dates® Markets Impacted Year Ended December 31,
2018 2017 2016

Viagra® June 2013 Major European markets $ 2714 $ 850 $ 1,217
May 2014 Japan
December 2017 us.

Lyrica®® July 2014 Major European markets 3,852 3,901 3,831
June 2019 U.s.

Zyvox® August 2014 Japan 62 103 235
First half of 2015 U.S.
January 2016 Major European markets

Reipax December 2015 Major European markets 90 176 263
December 2016 u.s.

Viend July 2016 Major European markets 106 150 299
January 2016 Japan

Tygaci Aprit 2016 U.s. 25 45 80

Pristig® March 2017 U.S. 71 133 578

" {nless stated otherwise, “Key Dates” indicate patent-based expiration dates.

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

= In November 2018, the FDA granted pediatric exclusivity for Lyrica in the U.$. for an additional six months to June 2019; pediatric exclusivity applies to both the
basic product patent for Lyrica and a method of freatment patent, both of which expired in the U.S. in December 2018,

) pyrsuant to terms of a settlement 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

) As aresuitof a patent fitigation setflement with several generic manufacturers, generic versions of Pristiq launched in the U.8. in March 2017.
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For additional information, including the patent rights we consider most significant in relation to our business as a whole, together with the year
in which the basic product patent expires, see the “Patents and Other Intellectuat Property Rights” section in Part |, Item 1, "Business” of our
2018 Form 10-K.

Our financial results in 2018 refiect the impact of the loss of exclusivity of various products discussed above.

We will continue to aggressively defend our patent rights whenever we deem appropriate. For a discussion of certain recent developments
with respect to patent litigation, see Notes to Consolidated Financiat Statements—Nafe 17A1. Contingencies and Certain Commitments: Legal
Proceedings-—Patent Litigation.

Reguiatory Environment/Pricing and Access—U.S. Healthcare Legisiation

In March 2010, the ACA was enacted in the U.S. For additional information, see the "Government Reguiation and Price Constraints” section in
Part |, ltem 1, “Business”, of our 2018 Form 10-K.

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

Year Ended December 31,
(MILLIONS OF DOLLARS) 2018 2017 2016

Reduction to Revenues, related to the Medicare “coverage gap” discount provision $ 674 $ 450 § 410

Selling, 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. 2018 also reflected a favorable true-up associated with the updated 2017
invoice received from the federal government, which reflected a lower expense than what was
previously estimated for invoiced periods. 184 307 312

Reguiatory Environment/Pricing and Access—Government and Other Payer Group Pressures

The pricing of medicines by pharmaceutical manufacturers and the cost of healthcare, which includes medicines, medical services and
hospital services, continues to be important to payers, governments, patients, and other stakeholders. We believe that medicines are amongst
the most powerful tool for patients in curing, treating and preventing illness and disability, and that all patients should have appropriate access
to the medicines their doctors prescribe. We may 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 other healthcare costs {such as hospital
stays), and affordability. Within the U.S., in particular, we may also engage with patients, doctors and healthcare plans regarding their views.
We also negotiate with insurers, including PBMs and MCOs, often providing significant discounts to them from the initial price. The price that
patients pay in the U.S. for the medicines their physicians prescribe is ultimately set by heatthcare providers and insurers. On average, in the
U.S,, insurers cover a much lower share of prescription drug costs than medical services, which results in a greater proportion of out-of-pocket
costs being passed on to patients for medicines, thereby making them less accessible and affordabte. We will continue to work with insurance
providers, governments and others to improve access to today's innovative treatments.

Governments, MCOs and other payer groups continue to seek increasing discounts on our products through a vardety of means, such as
leveraging their purchasing power, implementing price controls, and demanding price culs {directty 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 levels to control
costs for the government-sponsored heaithcare system, particularly under recent globat economic pressures. In the U.S., government action
to reduce federal spending on entittement 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 resuits of operations. Significant Medicare
reductions could also result if, for example, 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.

Consolidation among MCOs has increased the negotiating power of MCOs and other third-party payers. Private third-party payers, as well as
governments, increasingly empioy formutaries to controt costs by taking into account discounts in connection with decisions about formutary
inclusion or favorable formutary placement. Failure to obtain or maintain timely or adequate pricing or favorable formutary placement for our
products, or failure to obtain such formulary placement at favorable pricing, could adversely impact revenue.

Efforts by government officials or legistators to imptement measures to regulate prices or payment for pharmaceuticat products, including
legislation on drug importation, could adversely affect our business if imptemented. Recently, there has been considerable public and
government scrutiny of pharmaceutical pricing and proposats to address the perceived high cost of pharmaceuticals. At the federal level, for
example, in May 2018, President Trump released his Blueprint to Lower Drug Prices and Reduce Qui-of-Pocket Costs {Biueprint). Pfizer
communicated a formal response to the request for information that accompanied the Blueprint, and is participating in the subsequent rule-
making process to advance the proposals that are most likely to bring meaningfut out-of-pocket cost relief to patients. Certain proposals in the
Blueprint, and related drug pricing measures proposed since the Blueprint, could cause significant operational and reimbursement changes for
the pharmaceutical industry. As another example, in October 2018, the Centers for Medicare and Medicaid Services solicited public comments
on potential changes to payment for certain Medicare Part B drugs, including reducing the Medicare payment amount for selected Medicare
Part B drugs to more closely align with internationat drug prices. In addition, in January 2019, the White House Office of Management and
Budget released the long awaited proposed rule submitted by the Office of Inspector Generat of the Department of Health and Human
Services to remove safe harbor protections for drug rebates patid to insurance plans and PBMs for Medicare Part D and Managed Medicaid
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and to create new safe harbors. Among other changes, the proposed rute would explicitly exclude the reductions in price offered by drug
manufacturers to PBMs in Medicare Part D and Managed Medicald plans from protection under the “discount” safe harbor. It would also create
a new safe harbor designed specifically for price reductions in pharmaceutical products, but only those that are fully reflected in the price to
the patient at the pharmacy counter. Additionally, a new safe harbor was proposed to protect administrative fees paid to PBMs, which must be
at fair market value, a fixed fee and not based upon a percentage of volume or list price. Manufacturers could continue to negotiate price
reductions with PBMs and Medicare Part D and Managed Medicaid plans if their reductions meet that criterion. The proposed rule represents
a large step toward significantly altering the current rebate model in place with MCOs. We are in the process of evaluating the implications of
the proposed rute on our operations and processes, as well as the infrastructure that will be required in order to implement the rule once itis
finalized. There have also been state legislative efforts to address drug costs, which generally have focused on increasing transparency
around drug costs or limiting drug prices. Certain state legistation has been subject to legal challenges. Adoption of new legistation regulating
drug pricing 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 dollars based on the value they deliver to the overalt healthcare
system. We wilt continue to work with lawmakers and advocate for solutions that effectively improve patient health outcomes, lower costs to
the healthcare system, and ensure access to medicines within an efficient and affordable healthcare system.

There have been significant efforts at the federat and state levels to reform the healthcare system by enhancing access to healthcare,
improving the delivery of healthcare and further rationalizing payment for healthcare. For example, we face uncertainties due to federal
legisiative and administrative efforts to repeat, substantially modify or invalidate some or alt of the provisions of the ACA. For exampte, tax
reform legistation enacted at the end of 2017 eliminates the tax penalty for individuals who do not maintain sufficient health insurance
coverage beginning in 2019 {the so-called "individual mandate™}. We anticipate continued Congressionat interest in modifying provisions of the
ACA, particuiarly given the recent ruling in Texas v Azar to invalidate the law as unconstitutional. At this time, the taw remains in effect
pending appeals of the decision. Given the outcomes of the 2018 U.8. midterm elections with Democrats taking over the U.S. House of
Representatives and Republicans growing their majority in the U.S. Senate, we believe it is unlikely Congress will find bipartisan consensus to
advance any significant changes to the ACA until the legal process unfolds. The revenues generated for Pfizer by the health insurance
exchanges and Medicaid expansion under the ACA are not material, so the impact of the change in faw and similar recent administration
actions is expected to be limited. Any future replacement, modification or repeat of the ACA may adversely affect our business and financiat
results, particularly if the legisiation reduces incentives for employer-sponsored insurance coverage. As another example, the Bipartisan
Budget Act of 2018, which increased the discount we pay in the Medicare Part D “coverage gap” from 50% to 70%, wili modestly increase our
future Medicare Part D rebates. Any future healthcare reform efforts may adversely affect our business and financial results.

Pfizer continues to monitor the ongoing dialogue around drug pricing and will take necessary action accordingly. After deferring previously
announced price increases in July 2018, Pfizer increased the list price of certain products {comprising about 10% of its entire drug portfolio}
effective January 15, 2019.

The potential for additionat pricing and access pressures in the commerciat sector continues to be significant. Some employers, seeking to
avoid the tax on high-cost health insurance in the ACA to be imposed in 2022, are already scaling back healthcare benefits and an increasing
number are imptementing high deductible benefit designs. This is a trend that is likely to continue. Private third-party payers, such as heaith
plans, increasingly challenge 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 impiementing more rigorous
bidding or purchasing review processes.

Overall, there is increasing pressure on U.S. providers to defiver healthcare at a lower cost and to ensure that those expenditures deliver
demonstrated value in terms of heaith outcomes. 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 and improved patient outcomes. 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
promote utitization of drugs by encouraging physicians to screen and diagnose and consider drugs as a means of forestailing more costly
medical interventions.

Qutside the UU.S., governments, including the different EU Member States, Japan, China, Canada and South Korea, may use a variety of cost-
containment measures for our pharmaceuticat products, including price cuts, mandatory rebates, health technology assessments, forced
locatization as a condition of market access and international reference pricing {i.e., the practice of a country linking its regulated medicine
prices to those of other countries). This international patchwork of price regulation and differing economic conditions and incomptete value
assessments across countries has ted to varying health outcomes and some third-party trade in our products between countries.

In particudar, internationat reference pricing adds to the regional impact of price cuts in individual countries and hinders patient access and
innovation. Price variations, exacerbated by international reference pricing systems, also have resulted from exchange rate fluctuations. The
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 multilateral organizations, such as the United Nations (UN), including the World Health Organization {(WHQ), and
the Organization for Economic Cooperation and Development {OECD), are increasing scrutiny of international pharmaceutical pricing through
issuing reports and potlicy recommendations (e.g., 2076 UN High Level Panel Report on Access to Medicines). Late in 2018, two new reports
criticat of the pharmaceutical industry's pricing practices were published: OECD’s Pharmaceutical Innovation and Access to Medicines and
WHO's Pricing of Cancer Medicines and its impacts. These reports and upcoming public forums focused on their recommendations will
continue to exert additional pricing pressures.
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In response to the evolving U.S. and globat healthcare spending landscape, we are continuing to work with health authorities, heaith
technology assessment and gquality 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 value of the medicines that we discover or deveiop, register and manufacture, by recognizing patterns of usage of our
medicines and competitor medicines along with patterns of healthcare costs.

Reguiatory 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 reguiatory 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 launched. Our product lines must be
repienished over time in order to offset revenue tosses when products lose 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 rsk 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 particuiar product candidate or new
indication for an in-line product will achieve the desired clinical endpoints and safety profile, will be approved by regulators or will be
successfut commercially.

Buring the development of a product, we conduct clinical trials to provide data on the drug’s safety and efficacy to support the evaluation of its
overall benefit-risk profite for a particutar patient population. In addition, after a product has been approved and {aunched, we continue to
monitor its safety as long as it is available to patients, and postmarketing trials may be conducted, inctuding trals requested by regulators and
trials that we do voluntarily to gain additionat medical knowledge. For the entire life of the product, we collect safety data and report safety
information to the FDA and other regulatory authorities. The FDA and regulatory authorities in other jurisdictions may evaluate potential safety
concerns refated 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, o1, in rare cases, removing a product from the market.

Many of our prescription pharmaceuticat 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 2018 Form 10-K.

The Global Economic Environment

In addition to the industry-specific factors discussed above, we, like other businesses of our size, are exposed to the economic cycle, which
impacts our biopharmaceutical operations globatly.

+  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 biosimilar products, delay treatments,
skip doses or use tess 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 contral. Examples include the different EU Member States, 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 influence as government programs continue to grow as a source of coverage.

+  Significant portions of our revenues, costs and expenses, as well as our substantial international net assets, are exposed to changes in
foreign exchange rates. We seek to manage our foreign exchange risk in part through operational means, inctuding managing same-
currency revenues in relation to same-currency costs and same-currency assels in refation to same-currency Habilities. Depending on
market conditions, foreign exchange risk also is managed through the use of derivative financial instruments and foreign currency debt. As
we operate in multipte foreign currencies, including the euro, the Japanese yen, the Chinese renminbi, the U.K. pound, the Canadian
doltar and approximately 100 other currencies, changes in those currencies relative to the U.S. dollar will impact owr revenues and
expenses. If the U.S. dollar were to weaken against another 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 eamnings.
Conversely, if the U.S. dollar were to strengthen against another currency, assuming all other variables remained constant, our revenues
would 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 financlal guidance.

The impact of possible currency devaluations in countries experiencing high inftation rates or significant exchange fluctuations, including
Venezuela and Argentina, can impact our results and financial guidance. For further information about our exposure to foreign currency
tisk, see the "Analysis of Financial Condition, Liquidity and Capital Resources” and the “Our Financiat Guidance for 2019” sections of this
Financial Review.

+  In June 2016, the U K. electorate voted in a referendum to leave the EU, which is commonty referred to as “Brexit”. In March 2017, the
UK. government formatly notified the European Councit of its intention to leave the EU after it triggered Article 50 of the Lisbon Treaty to
begin the two-year negotiation process establishing the terms of the exit and outlining the future retationship between the UK. 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 implications to our research, commerciat and generai business operations in the U.K. and the EU, including the approval
and supply of our products. The EMA will be relocating from London, U.K. to Amsterdam, Netherlands by the scheduled date of Brexit at
the end of March 2019. At present, it is stilt unclear whether and to what extent the U.K. will remain within or aligned to the EU system of
medicines regutation, and/or what separate requirements will be imposed in the U K. after it leaves the EU. However, both the UK. and the
EU have issued detailed guidance for the industry on how medicines, medical devices and clinical trials will be separately regulated in their
respective territories in the event of a hard Brexit', meaning an outcome where no negotiated settlement is reached.
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We generated approximately 2% of our worldwide revenues from the U.K. in 2018 including the foreign currency exchange impact from the
weakening U.K. pound refative to the U.S. dollar to date. We recognize that there are still significant uncertainties surrounding the ultimate
resoiution of Brexit negotiations, and we wilt continue to monitor any changes that may arise and assess their potentiat impact on our
business.

Pfizer's preparations are well advanced to make the changes necessary to meet EU legal requirements after the U.K. is no longer a
member state, especially in the regutatory, research, manufacturing and supply chain areas. The aim is to ensure the continuity of supply
to patients in Europe (EU and the U K.) and other global markets impacted by these changes. The one-time costs of making these
adaptations are currently estimated at approximately $100 million and are expected to be incurred between 2018 and 2021.

«  On December 22, 2017, the U.S. enacted significant changes to U.S. tax faw 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 U.S. Federal corporate 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. For additional information, see the
“Provision/{Benefit) for Taxes on Income” and “Analysis of Financial Condition, Liguidity and Capitat 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 globat environment. Due to our significant operating cash flows,
financial assets, access to capital markets and avaitable lines of credit and revolving credit agreements, we continue to believe that we have,
and will maintain, the ability to meet our liquidity needs for the foreseeable future. Our long-term debt is rated high quality by both S&P and
Moody’s. As market conditions change, we continue to monitor our liquidity position. We have taken and will continue to take a conservative
approach to our financiat investments. Both short-term and fong-term investments consist primarily of high-quality, highly liquid, well-
diversified, available-for-sale debt securities. For further discussion of our financial condition and credit ratings, see the “Analysis of Financial
Condition, Liguidity and Capitat Resources” section of this Financiat Review.

These and other industry-wide factors that may affect our businesses should be considered along with information presented in the “Forward-
Looking Information and Factors That May Affect Future Resuits” section of this Financiat Review and in Part |, [tem 1A, "Risk Factors” of our
2018 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 atso from a reduction in other healthcare costs, such as emergency room or hospitatization 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 payers to prevent and treat disease and improve outcomes. We continue to work within the current tegal and
pricing structures, as welt as continue to review our pricing arrangements and contracting methods with payers, to maximize patient access
and minimize any adverse impact on our revenues. We remain fiemly committed to fulfilling our company’s purpose: Breakthroughs that
change patients’fives. By doing so, we expect to create value for the patients we serve and for our shareholders.

Organizing for Growth

Today Pfizer has what we believe is the best pipeline in our history and several new industry-eading medicines that position us weli for future

growth. Following the impact of the expected patent expiration of Lyrica in the U.S. in mid-2019, we expect to enter a period of significantly

reduced revenue impact from patent expiries. This confluence of events has given us an opportunity to look at and refine how we organize our
business to best achieve sustainable growth and to deliver our medicines and vaccines to the maximum number of people who need them.

At the beginning of our fiscal year 2019, we began to manage our commercial operations through a new global structure consisting of three

businesses, each of which is led by a single manager—Pfizer Biopharmaceuticals Group {Biopharma), Upjohn and Pfizer's Consumer

Heatthcare business. We designed this new global structure to take advantage of new growth opportunities driven by the evolving and unique

dynamics of relevant markets.

Some additional information about each business follows:

+ Biopharma—a science-based innovative medicines business that includes our Innovative Health business units (except our Consumer
Healthcare business), as well as a new Hospital business unit that commercializes our global portfolio of sterile injectable and anti-infective
medicines. We also incorporated our biosimilar portfolio into our Oncology and Inflammation & Immunotogy therapeutic areas.

« Upjohn—an off-patent branded and generic established medicines business, headquartered in China that includes 20 of our off-patent solid
oral dose legacy brands including Lyrica, Lipitor, Norvasc, Viagra and Cetebrex, as well as certain generic medicines.

+ Pfizer's Consumer Healthcare business—an over-the-counter medicines business, which we announced on December 19, 2018 wilt be
contributed to, and combined with, G8K’s consumer heaithcare business to form a new consumer healthcare joint venture, of which we will
own 32%. See Notes to Consotidated Financial Statements-~Note 2C. Acquisitions, Divestitures, Assets and Liabilities Held for Sale,
Licensing Arrangements, Research and Development and Collaborative Arrangements, Equity-Method Investments and Privately Hetd
Investment: Assets and Liabilities Held for Sale.

We also reorganized our R&D operations as part of our Organizing for Growth reorganization:

« WRD is renamed Woridwide Research, Development and Medical (WRDM) as we have created a new Worldwide Medical & Safety
organization in WRD that incorporates the former Chief Medicat Office as well as the Worldwide Safety function;

« The R&D organization within the EH business has been integrated into the WRDM, GPD and Upjohn organizations, including moving
biosimilars into WRDM and GPD and reatigning them with the relevant therapeutic areas {e.g., Oncology and Inflammation & Immunology);

+ The Regulatory function has been moved from the WRDM organization into the GPD organization; and

« Late-stage portfolio spend has been moved from IH to GPD and from EH to GPD and Upjohn.
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We re-aligned our commercial operations in 2019 for a number of reasons, including:

« Bringing biosimilars into their therapeutic categories gives us the potential to leverage our R&D, regulatory and commerciat infrastructure
within the Biopharma business to more efficiently bring those assets to market;

= Making a business unit that is solely focused on medicines that are used in hospitals can potentialty bring greater focus and attention to
serving those customers and developing those relationships;

« Giving the Upjohn business more autonomy and a focus on maximizing the value of s products, particularly in emerging markets, gives it
the opportunity to operate as a standalone business within Pfizer with the potential for sustainable modest growth; and

+ We believe this new structure better positions each business to achieve its growth potential as we transition to a period post-2020 where we
expect higher and more sustained revenue growth due to declining LOEs and the potential of our tate-stage pipeline.

Biopharma seeks to leverage a strong pipeline, organize around operational growth drivers, and capitatize on trends creating long-term growth
opportunities, inchuding:

« An aging giobal population that is generating increased demand for innovative medicines that address patients’ unmet needs;
« Advances in both biologicat science and digital technology that are enhancing the delivery of breakthrough new medicines; and
« The increasingly significant role of hospitals in healthcare systems.

Urbanization and the rise of the middle class in emerging markets, particularly in Asia, provide growth opportunities for the Upjohn business.
Qur ability to work coltaboratively within local markets and to be fast, focused and flexible is intended to position this business to seize these
opportunities. Upjohn will have distinct and dedicated manufacturing, marketing, regutatory and, subject to limited exceptions, enabling
functions that report directly into the business providing autonomy and positioning Upjohn to operate as a true stand-alone division. We
created this new structure to, among other things, position Upjohn to optimize its distinct growth potentiat and provide us with the flexibility to
access further opportunities to enhance vatue, which we continue to consider.

Resuits for 2018 and prior periods in our 2018 Form 10-K and in this 2018 Financial Report are reported on the basis under which we
managed our business in 2018 and do not reflect the 2019 reorganization. Beginning with our first-quarter 2019 financial results, our financial
reporting will reflect the new organizationat structure. We are evaluating the impact to our operating segments and other costs and activities
based on how the businesses are managed in 2019.

As we prepare for expected growth, we are focused on creating a simpler, more efficient organization by streamlining structures, process and
governance within each business and the functions that support them. As our innovative pipeline matures with the anticipated progression of
current trials and the initiation of new pivotal tiats, we will need to increase our R&D investments. In addition, as our pipeline potentially
delivers new commerciaiization opportunities, we will need to increase our investments in new-market-creation activities. We are also initiating
an enterprise-wide digital effort to help speed up drug development, enhance patient and physician experiences and access and leverage
technology and robotics to simplify and automate our processes.

In the fourth quarter of 2018, we took steps to simplify the organization, increase spans of control and reduce organizationat layers, which
impacted some managerial roles and responsibilities. The impacts of these voluntary and involuntary plans were recorded as a special
termination benefit, as well as severance in the fourth quarter of 2018, and were reflected as Certain Significant ltems and excluded from our
non-GAAP measure of Adjusted Income. We also offered enhancements to certain employee benefits for a short period of time. The expenses
related to these enhancements for certain employee benefits did not have a material impact on our 2018 resuits of operations and any
expected future impact of these enhancements are reflected in the totality of our annual guidance for 2019. To partially offset the incremental
cost increases of increased R&D investments and marketing activities in future periods, we expect to generate cost reduction opportunities,
particuladly in indirect SI&A.

Commercial Operations

From the second quarter of our 2016 fiscal year untif the end of 2018, we managed our commercial operations through two distinct business
segments: Pfizer Innovative Heaith {IH) and Pfizer Essential Heaith {(EH). The IH and EH operating segments were each ied by a single
manager. Each operating segment had responsibility for its commercial activities and for certain IPR&D projects for new investigational
products and additional indications for in-line products that generally have achieved proof-of-concept. Each business had a geographic
footprint across developed and emerging markets.
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Some additional information about our business segments as of December 31, 2018 {prior to our new 2019 commercial organizational re-

atignment) follows:

INNOVATIVE HEALTH

ESSENTIAL HEALTH

IH focused on developing and commerctalizing novel, value-creating
medicines and vaccines that significantly improve patients' lives, as
well as products for consumer healthcare.

Key therapeutic areas included internal medicine, vaccines, oncology,

inflammation & immunology, rare disease and consumer healthcare.

Leading brands included:

- Prevrniar 13/Pravenar 13

- Xelfanz

- Eliqufs

- Lyrica {U.S., Japan and certain other markets)
- Enbrel {outside the U.S. and Canada)

- lbrance

- Xtandi

- Chantix/Champix

EH included legacy brands that have tost or will soon tose market
exclusivity in both developed and emerging markets, branded
generics, generic sterile Injectable products, biosimilars and select
branded products including anti-infectives. EH also included an
R&D organization, as well as our contract manufacturing business.
Through February 2, 2017, £H also included HIS.

Leading brands included:

- Ligitor

- Norvasc

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

- Viagra™*

- inflectra/Remsima

- Sulperazorn

- Several other sterile injectable products

- Severat OTC consumer healthcare products®

* According to Nicholas Hall's retail sales data (based on moving annual total data through the third quarter of 2018), in 2018, our Consumer
Healthcare business was the fifth-largest branded multi-national, OTC consumer healthcare business in the world and produced two of the
ten targest selling consumer healthcare brands {Cenfrum and Advil} in the world.

** Viagra lost exclusivity in the U.S. in December 2017. In 2018, revenues for Viagra in the U.S. and Canada, which were reported in IH
through 2017, were reported in EH (which reported all other Viagra revenues excluding the U.S. and Canada through 2017). Therefore, in
2018, total Viagra wortdwide revenues were reported in EH.

For additiona! information about the 2018 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

The following description of R&D operations reflects operations as of December 31, 2018,

Innovation is critical to the success of our company, and drug discovery and development is time-consuming, expensive and unpredictable.
Qur goat is to discover, develop and bring to market innovative products that address major unmet medical needs. Our R&D priorities inciude:
« delivering a pipeline of differentiated therapies and vaccines with the greatest medical and commercial potential;

= advancing our capabilities that can position Pfizer for long-term leadership; and

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

To that end, our R&D primarily focuses on:

Inflammation and Immunology;

Internal Medicine;

Oncology;

Rare Diseases;

Vaccines; and

Biosimitars.

In January 2018, we announced our decision to end internal neuroscience discovery and early development efforts and re-allocate funding to
other areas where we have stronger scientific leadership. The development of tanezumab and potential treatments for rare neuromuscutar
disorders is not impacted by this decision. In June 2018, we announced our plan to nvest up to $600 milion in biotechrnotogy and other
emerging growth companies through Pfizer Ventures, our venture investment vehicle. In September 2018, we and Bain Capitat entered into a
transaction to create a new biopharmaceutical company, Cereved, to continue development of a portfolio of clinical and preclinical stage
neuroscience assets primarily targeting disorders of the central nervous system, including Parkinson’s disease, epilepsy, Alzheimer's disease,
schizophrenia and addiction. For additional information on the transaction with Bain Cap#tal, see the Notes to Consolidated Financial
Statements-—Nofe 2B. Acquisitions, Divestitures, Assets and Liabilities Held for Sale, Licensing Arrangements, Research and Development
and Collaborative Arrangements, Equity-Method Investments and Privately Held investment: Divestifures.

In 2018, we continued to strengthen our globat R&D organization and pursue strategies intended to improve innovation and overall productivity
in R&D to achieve a sustainable pipeline that is positioned to deliver value in the near term and over time. Qur R&D spending was conducted
through a number of matrix organizations:

+ Research Units within our WRD organization were generally responsible for research and eartly-stage development assets for our IH
business {(assets that have not yet achieved proof-of-concept). Our Research Units were organized by therapeutic area to enhance
flexibility, cohesiveness and focus. Because of our struchure, we were able to rapidly redeploy resources within a Research Unit between
various projects as necessary because in many instances the workforce shares similar skills, expertise and/or focus.
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« Qur R&D organization within the EH business supported the farge base of EH products and helped develop potential new steriie injectable
drugs and therapeutic solutions, as well as biosimilars.

« Qur GPD organization, a unified center for late-stage development for our innovative products that was generally responsible for the
operational execution of clinical trials for both early-stage assets in the WRD portfolio as well as late-stage assets in the Innovative portfolio.
For WRD assets, GPD worked in close collaboration with the Early Clinical Development group, which has expertise in various discipliines
such as Biostatistics, Clinical Pharmacology and Digital Medicine. GPD helped enable more efficient and effective development and
enhance our ability to accelerate and progress assets through our pipetine.

+ Qur science-based and other platform-services organizations, where a significant portion of our R&D spending occurred, provided technicat
expertise and other services to the various R&D projects, and were organized into science-based functions (which were part of our WRD
organization), such as Pharmaceutical Sciences, Medicine Design, Regulatory and Drug Safety, and non-science-based functions, such as
FacHities, Business Technology and Finance. As a result, within each of these functions, we were able to migrate resources among projects,
candidates andfor 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 was accountable for aligning resources among all of our WRD, GPD
and IH R&D projects and for seeking to ensure optimat capital allocation across the Innovative R&D portfolio. We belleve that this approach
also served to maximize accountability and flexibility. Our EH R&D organization managed 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 operations by development phase or by therapeutic area. Further, as we are able to adjusta
significant portion of our spending cuickly, 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.

White a significant portion of R&D is done internally, we continue to seek out promising chemical and biological lead molecules and innovative
technologies developed by third parties to incorporate into our discovery and development processes or projects, as well as our product fines,
by entering into collaboration, alliance and license agreements with other companies, as well as leveraging acquisitions 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 or more of our pipetine
products in exchange for rights to receive potentiat milestone payments, revenue sharing payments, profit sharing payments and/or royaities.
Collaboration, atliance, license and funding agreements and equity- or debt-based investments allow us to share risk and cost and to access
external scientific and technological expertise, and provide us the opportunity to advance our own products as well as the in-licensed or
acquired products.

For additional information 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 Consolidated
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 potential to advance our pipeline, see the "Our Business Development
Initiatives” section of this Financial Review.

Intellectual Property Rights

We continue to aggressively defend our patent rights whenever appropriate against increasingly aggressive infriingement, and we will continue
to support efforts that strengthen worldwide recognition of patent rights white 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 controt over the distribution of our products, and we will continue to participate in the generics market for our products,
whenever appropriate, once they lose exclusivity. Also, the pursuit of valid business opportunities may require us to challenge intellectual
property rights held by other companies that we believe were improperly granted. Such challenges may include negotiation and titigation,
which may not always 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. Contingencies and Certain Commitments: Legal
Proceedings—~Patent Litigation. For information on risks retated to patent protection and intellectual property claims by third parties, see Part |,
Item 1A, "Risk Factors—Risks Related to Intellectual Property” in our 2018 Form 10-K.

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 financial condition, liquidity, 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 Business Development |nitiatives”
section of this Financial Review.

In December 2018, our Board of Directors declared a first-quarter 2019 dividend of $0.36 per share, an increase from the $0.34 per-share
guarterty dividend paid during 2018. 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. Equily.

We remain focused on achieving an appropriate cost structure for our 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-

2018 Financial Report 13

17.08.2020 kI 12:48 Brgnngysundregistrene Side 21 av 171



= Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 986210229

Financial Review
Pfizer Inc. and Subsidiary Companies

Reduction/Productivity Initiatives” section of this Financial Review and Notes to Consolidated Financial Statements—~Nofte 3. Restructuring
Charges and Other Costs Assocfated 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, in early 2018, we decided to
take severat actions:

= Over the five-year period from 2018 through 2022, we plan to invest approximately $5.0 bition in capital projects in the U.S., including the
strengthening of our manufacturing presence in the U.S. As part of this plan, in July 2018, we announced that we will increase our
commitment to U.S. manufacturing with a $465 million investment to build one of the most technically advanced sterile injectable
pharmaceutical production facilities in the world in Portage, Michigan. This U.S. investment will strengthen our capability to produce and
supply criical, Ife-saving injectable medicines for patients around the wortd. Known as Modular Aseptic Processing, the new, muiti-story,
400,000-sguare-foot production facility wilt also support the area economy by creating an estimated 450 new jobs over the next several
years.

+ We made a $500 miltion voluntary contribution to the U.S. Pfizer Consolidated Pension Plan in February 2018,

+ In the fowth guarter 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 heaithcare delivery.

In the first quarter of 2018, we paid a special, one-time bonus to virtually all Pfizer colleagues, excluding executives, of $119 million in the
aggregate.

Our Business Development Initiatives

We are committed to capitalizing on growth opportunities by advancing our own pipetine and maximizing the value of our in-line products, as
well as through various forms of business development, which can include alliances, licenses, joint ventures, collaborations, equity- or debt-
based investments, dispositions, mergers and acguisitions. We view our business development activity as an enabler of our strategies, and we
seek to generate earnings growth and enhance shareholder vatue 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 our
businesses and their capabilities, such as our acqguisitions of Hospira, Medivation, Anacor and AstraZeneca's small molecule anti-infectives
business, as well as collaborations, and alliance and license agreements with other companies. We assess our businesses, assets and
scientific capabilities/portfolio as part of our regular, ongoing portfolio review process and also continue to consider business development
activities that wilt advance our businesses.

For additional information on our business development activities, see Notes to Consolidated Financial Statements—~Nofe 2. Acquisitions,
Divestitures, Assets and Liabilities Held for Sale, Licensing Arrangements, Research and Development and Collaborative Arrangements,
Equity-Method Investments and Privately Held Investment.

The more significant recent transactions and events are described below:

» Agreement to Form a New Consumer Heaithcare Joint Venture {|H}--On December 19, 2018, we announced that we entered into a
definitive agreement with GSK under which we and GSK agreed to combine our respective consumer heaithcare businesses into a new
consumer heaithcare joint venture that wilt operate globally under the GSK Consumer Healthcare name. The joint venture is expected to be
a category leader in pain relief, respiratory, vitamin and mineral supplements, digestive health, skin health and therapeutic oral health and
will be the largest global OTC consumer healthcare business.

- Sale of Hospira Infusion Systems Net Assets to ICU Medical, Inc. (EH}--On February 3, 2017, we completed the sate of our globat infusion
systemns net assets, HIS, to ICU Medical. In connection with this transaction, we recognized pre-tax income of $1 million in 2018 and pre-tax
losses of $55 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.

Acquisition of AstraZeneca’'s Smail Motecule Anti-Infectives Business (EH}—On December 22, 2016, which fell in the first fiscal quarter of
2017 for our international operations, we acquired the devetopment and commerciatization rights to AstraZeneca’s small motecule anti-
infectives business, primarily outside the U.S. The total fair value of the consideration transferred for this business was approximately
$1,040 million, inclusive of cash paid and the fair value of contingent consideration.

Acquisition of Medivation, Inc. {IH)—On September 28, 2016, we acguired Medivation for $81.50 per share. The total fair value of
consideration transferred for Medivation was approximatety $14.3 billion in cash {$13.9 billion, net of cash acquired). Medivation's portfolio
includes Xtandi {enzalutamide), an androgen receptor inhibitor that blocks multiple steps in the androgen receptor signaling pathway within
tumor celis, and talazoparib, which was approved by the FDA in October 2018, under the trade name Talzenna, for the treatment of adults
with germiine BRCA-mutated HER2-negative locally advanced or metastatic breast cancer and is currently in development for other types of
cancer. Xtandi is being developed and commercialized through a collaboration with Asleltas. Asteltas has exclusive commercialization rights
for Xtandi outside the U.S.

Acquisition of Bamboo Therapeutics, Inc. {{H}—On August 1, 2016, we acguired 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
neuromuscutar conditions and those affecting the centrat nervous system, for $150 miition plus potential milestone payments of up to $495
miltion contingent upon the progression of key assets through development, regulatory approval and commercialization.

Acguisition of Anacor Pharmaceuticals, Inc. {IH}--On June 24, 2016, we acgquired Anacor for $99.25 per share. The totat fair value of
consideration transferred for Anacor was approximately $4.9 biltion in cash {$4.5 billion net of cash acquired) plus $698 million debt
assumed. Anacor's crisaborole, a non-steroidal topical PDE-4 inhibitor with anti-inflammatory properties, was approved by the FDA in
December 2016 under the trade name, Eucrisa, for the treatment of mild-to-moderate atopic dermatitis in patients two years of age and
older, commonly referred to as a type of eczema. Anacor also holds the rights to Kerydin, a topical treatment for onychomycosis {toenait
fungus} that is distributed and commercialized by Sandoz in the U.S.
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« Research and Development Arrangement with NovaQuest Co-Investment Fund Il, L.P—On November 1, 2018, we announced the
discontinuation of the globat 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 with respect to this agreement, which was terminated effective as of November 18, 2016.

In May 2018, our agreement with NovaQuest became effective, under which NovaQuest agreed to fund up to $250 million in development
costs retated to certain Phase 3 clinical trials of Pfizer’s bococizumab compound and Pfizer agreed to use commercially reasonable efforts
to develop and obtain regulatory approvatls 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 2018 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 development expenses for 2016 totated $180.3 million.

« Research and Development Arrangement with NovaQuest Co-Investment Fund V, L.P.—In April 2016, Pfizer entered into an agreement
with NovaQuest under which NovaQuest would fund up to $200 million in development costs related to certain Phase 3 clinical trials of
Pfizer's rivipansel compound and Pfizer will use commercially reasonable efforts to develop and obtain regutatory approvais for such
compound. NovaQuest's development funding is expected to caver up to 100% of the development costs and will be received over
approximately 13 quarters from 2016 through the second quarter of 2019 after which Pfizer wilt be responsible for the remaining
development costs. 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 $57.6 million for 2018, $72.1 miltion for 2017 and $46.6 million for 2016. Foliowing potentiat
regulatory approval, NovaQuest will be efigible to recelve a combination of fixed mitestone payments of up to approximately $267 mitlion in
totat, based on achievement of first commercial sale and certain levels of cumulative net sales as well as royalties on rivipanse! 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 commerciat life of the rivipansel product and royaities on net sales will be recorded as Cost of sales
when incurred.

« Research and Development Arrangement with RPI Finance Trust——In January 2016, Pfizer entered into an agreement with RPI, a
subsidiary of Royalty Pharma, under which RPl woutd fund up to $300 milliorn in development costs related to certain Phase 3 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 triats until the second quarter of
2020 after which Pfizer will be responsible for the remaining cost of the trials. 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 to Research and development expenses totaled $99.3 million in 2018, $75.6 milion for
2017 and $44.9 million for 2016. If 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 trials, RPI will be eligible to receive a combination of approval-based fixed milestone payments of up to
$250 mitlion dependent upon results of the clinical trials and royalties on certain lbrance sales over approximately seven years. Fixed
milestone payments due upon approval will be recorded as intangible assets and amortized to Amortization of infangible assets over the
estimated commercial life of the Ibrance product and sales-based royaities will be recorded as Cost of sales when incurred.

Our Financial Guidance for 2019

The following table provides our financial guidance for full-year 2019 ®:

Revenues $52.0 to $54.0 billion

Adjusted cost of sales as a percentage of revenues
Adjusted selling, informationat and administrative expenses
Adjusted research and development expenses

Adjusted other {income)/deductions

Effective tax rate on adjusted income

Adiusted diluted EPS

20.8% to 21.8%
$13.5 to $14.5 billion
$7.8 to $8.3 biltion
Approximately $100 million of income
Approximately 16.0%
$2.82 to $2.92

@) ‘Ihe 2019 financial guidance reflects the following:

< Afull year of revenue and expense cantributions from Pfizer’s Consumer Healthcare business.

- Does not assume the completion of any business development transactions not compieted as of December 31, 2018, including any one-time upfront

payments associaied with such transactions.

Financial guidance for Adjusted other (income)/deductions and Adjusted diluted EPS now excludes the impact of gains and losses on investments in equity

securities. in 2018, Pfizer's 2018 financial results included net gains on investments in equity securities, which faverably impacted Adjusted other {income)/
deductions by $586 million and Adjusted diluted EPS"®) by approximately $0.08 in 2018. Beginning In 2019, we will exclude the gains and losses from equity
securities from our measure of Adjusted income because of their inherent volatility, which we do not control and cannot predict with any level of certainty and
because we do not believe that including these gains and losses assists investors in understanding our business or is reflective of our core operations and
business. For example, we contributed assets related to our allogeneic CAR T therapy to Allogene and received equity securities. We will restate our
Adjusted income and Adjusted diluted EPS for prior periods for consistency with cur 2019 presentation.

- Reflects an anticipated negative revenue impact of $2.6 billion due to recent and expected generic and biosimilar competition for certain products that have

recently lost or are anticipated to soon lose patent protection.

Exchange rates assumed are as of mid-January 2018. Reflects the anticipated unfavorable impact of approximately $0.9 biliion on revenues and

approximately $0.06 on adjusted diluted EPS as a result of changes in foreign exchange rates relative to the U.S. dollar compared to foreign exchange rates

from 2018.

Guidance for adjusted diluted EPS assumes diluted weighted-average shares outstanding of approximately 5.7 billion shares, which reflects share

repurchases totaling $12.2 billion in 2018 and the weighted-average impact of an anticipated approximately $9 billion of share repurchases in 2019, which
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have been completed through February 28, 2019. Dilution related to share-based employee compensation pragrams is currently expected to offset the
reduction in shares associated with these share repurchases by approximately half.
For an understanding of Adjusted income and its components and Adjusted diluted EPS (all of which are non-GAAF 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-looking 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 outcome of pending litigation, unusual gains and losses, acquisition-related expenses, net gains or {osses on equity securities and
potential future asset impairments without unreasonable effort. These items are uncertain, depend on various factors, and could have a material impact on
GAAP Reported results for the guidance period.

(o)

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 structwre, see the
“Costs and Expenses—Restructuring Charges and Other Costs Associated with Acguisitions 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/Productiviy Initiatives.

Our 2019 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 |, tem 1A, “Risk Factors” of our 2018 Form 10-K.

SIGNIFICANT ACCOUNTING POLICIES AND APPLICATION GF CRITICAL ACCOUNTING
ESTIMATES AND ASSUMPTIONS

For a description of our significant accounting policies, see Notes to Consolidated Financial Statements——Note 1. Basis of Presentation and
Signfficant Accounting Policies. Of these policies, the following are considered critical to an understanding of our consolidated financiat
statements as they require the application of the most subjective and the most complex judgments: (i) Acquisitions {(Note 1D}, (i) Fair Value
(Note 1E}; (i) Revenues (Notes 1B and 1G); {iv} Asset Impairments (Note 1L}); (v} Tax Assets and Liabilities and Income Tax Contingencies
{Note 1P}; {vi) Pension and Postretirement Benefit Plans {Note 1Q); and (vii) Legal and Environmental Contingencies {Note 1R).

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

Acguisitions and Fair Value

For a discussion about the application of fair value to our recent acguisitions, see Notes to Consolidated Financial Statements—~Nafe 2A.
Acquisitions, Divestitures, Assets and Liabilities Held for Sale, Licensing Arrangements, Research and Development and Coflaborative
Arrangements, Equity-Method investments and Privately Held investment: Acquisiffons.

For a discussion about the application of fair value to our investments, see Notes to Consotidated Financiat Statements-Nofe 7A. Financial
Instruments: Fair Value Measurements.

For a discussion about the application of fair value to our benefit plan assets, see Notes to Consolidated Financiat Statements—~Nafe 110.
Pension and Postretirement Benefit Plans and Defined Contribution Plans: Plan Assets.

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

Our gross product revenues are subject to a varety of deductions, which generally are estimated and recorded in the same period that the
revenues are recognized. Such variable consideration represents chargebacks, rebates, sales allowances and sales returns. These
deductions represent estimates of the related obligations and, as such, knowledge and judgment is required when estimating the impact of
these revenue deductions on gross sales for a reporting period.

Histortcatly, 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 resuits 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 resulls could be materially affected. The sensitivity of our 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 accruat and its uitimate selttement, an interval that
can generatly range up to one year. Because of this time lag, in any given guarter, our adjustments to actual can incorporate revisions of
several prior quarters.

Asset Impairment Reviews

We review all of our tong-tived assets for impairment indicators throughout the year. We perform impairment testing for indefinite-tived
intangible assets and goodwill at least annually and for alt other long-tived 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 Consolidated Financial Statements-Note L. Basis of
Presentation and Significant Accounting Policies: Amortization of Intangible Assets, Depreciation and Certain Long-Lived Assets.
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Examples of events or circumstances that may be indicative of impairment include:

+  Asignificant adverse change in tegal factors or in the business climate that could affect the value of the asset. For example, a successfd
challenge of our patent rights would tikely 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
regulatory authorities could affect our ability to manufacture or sell a product.

+  Aprojection or forecast that indicates losses or reduced profits associated with an asset. This could result, for example, from a changeina
government reimbursement program that results in an inability to sustain projected product revenues and profitability. This also could result
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 outtook based on clinical trial data, a delay in the projected launch date or additional
expenditures to commercialize the product.

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, 2018, 2017 and 2016. See Notes to Consofidated Financial Statements—~Note 4. Other (Income)/
Deductfons—Net.

When we are required to determine the fair value of intangible assets other 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-lived 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, tegal 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 tong-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 incorporate the geographic diversity of the projected
cash flows.

White all intangible assets other than goodwilt can face events and circumstances that can lead to impairment, in general, intangible assets
other than goodwill that are most at risk of impairment include IPR&D assets (approximately $2.2 billion as of December 31, 2018) and newty
acquired or recently impaired indefinite-lived brand assets. IPR&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 smatll declines in the outlook for these assets can negatively impact our ability to recover the carrying value and can resuit
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, 2018, 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 vatue of a reporting unit is fess than its carrying

amount. Qualitative factors that we consider include, for example, macroeconomic and industry conditions, overall financial performance and
other 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

vaiue, we then perform a quantitative fair vatue 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 combination of both approaches.

« The income approach is a forward-looking approach to estimating fair vatue 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 value, 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 fiows, which includes the expected impact of technological risk and competitive, legal and/or
regulatory forces on the projections, as welt as the selection of a tong-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 incorporate the geographic diversity of the projected cash flows.

« 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 method employs market muitiples 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 application of the identified multiples to the corresponding 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 to 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.
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For all of our reporting units, there are a number of future events and factors that may impact future resuits and that could potentially have an
impact on the outcome of subsequent goodwill impairment testing. For a tist of these factors, see the “Forward-Looking Information and
Factors That May Affect Future Results™ section of this Financial Review and Part |, ltem 1A, “Risk Factors” in our 2018 Form 10-K.

Benefit Plans

The majority of our empioyees worldwide are covered by defined benefit pension plans, defined contribution plans or both. Inthe U.S., we
sponsor both IRC-qualified and supplemental {non-qualified) defined benefit plans and defined contribution plans, as well as other
postretirement benefit plans consisting primarily of medicatl 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
benefit obligations for the defined benefit and postretirement plans include the discount rate; expected salary increases; certain employee-

refated factors, such as turnover, retirement age and mortality (fife 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 fargest U.S. defined benefit plan} and
the defined benefit section of the Pfizer Group Pension Scheme (our targest pension plan in the U.K.) were frozen and resuited in elimination
of future service costs for the plans. The Pfizer defined contribution savings plan provides additionat annuat contributions to those previousty

accruing benefits under the Pfizer Consolidated Pension Plan and active members of the Pfizer Group Pension Scheme started accruing
benefits under the defined contribution section of that plan.

As of December 31, 2018, the noncurrent portion of our pension benefit obligations, net, and our postretirement benefit obligations, net
decreased, in the aggregate, by approximately $747 million compared to December 31, 2017. The decrease reflects, among other things, the
$500 milion voluntary contribution we made to the U.S. Pfizer Consolidated Pension Plan in February 2018 and an increase in the discount
rate used in the measurement of plan obligations, partially offset by the decrease in the actual returns on plan assets.

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

The following table provides (i) at the end of each year, the expected annual rate of return on pian assets for the following year, (i) the actual
annual rate of return on plan assets achieved in each year, and {ili) the weighted-average discount rate used to measure the benefit
obligations at the end of each year for our U.S. gualified pension ptans and our international pension plans®:

2018 2017 2016
U.S. Qualified Pension Plans
Expected annuat rate of return on plan assets 7.2 % 7.5% 8.0%
Actual annual rate of return on plan assets (5.3) 16.2 8.1
Discount rate used to measure the plan obligations 4.4 3.8 4.3
internationat Pension Plans
Expected annual rate of return on plan assets 39 4.4 4.7
Actuat annuatl rate of return on plan assets (0.9) 10.3 9.3
Discount rate used to measure the plan obligations 25 2.3 24
(@)

For detailed assumptions associated with our benefit plans, see Notes to Consolidated Financial Statements—~Note 118. Pension and Postretirement Benefit
Plans and Defined Contribution Plans: Actuarial Assumptions.

Expected Annuai Rate of Return on Plan Assets

The assumptions for the expected annuat rate of return on afl of our plan assets reflect our actual historical return experience and our long-
term assessment of forward-looking return expectations by asset classes, which is used to develop a weighted-average expected return based
on the implementation of our targeted asset allocation in our respective plans.

The expected annual rate of return on plan assets for our U.S. plans and the majority of our internationat plans is apptlied 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 following year.

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 mitlions, pre-tax}:

Increase in 2019 Net
Change Periodic Benefit Costs

Assumption
Expected annuat rate of return on plan assets 50 basis point decline $104

The actual return on plan assets resulted in a net toss on our plan assets of approximately $895 million during 2018.
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Discount Rate Used to Measure Pilan Obligations

The weighted-average discount rate used to measure the plan obligations for our U.S. defined benefit plans is determined at teast 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 settled. The discount rate used to measure the plan
obligations for our international plans is determined at least annually by reference to investment grade corporate 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 tocal
requirements.

The measurement of the plan obligations at the end of the year will affect the amount of service cost, interest cost and amortization expense
reflected in our net periodic benefit costs in the following year.

The following table illustrates the sensitivity of net periodic benefit costs and benefit obligations to a 10 basis point decline in our assumption
for the discount rate, hotding alt other assumptions constant (in mitions, pre-tax):

Increase in 2019

Net Periodic 2018 Benefit

Change Benefit Costs Obligations

Assumption Increase Increase
Discourd rate 10 basis point decline $13 $417

The change in the discount rates used in measuwring our plan obligations as of December 31, 2018 resulted in a decrease in the measurement
of our aggregate pian obligations by approximately $1.5 billion.

Income Tax Assets and Liabilities

In the fourth quarter of 2017, we recorded an estimate of certain tax effects of the TCJA, including (i) the impact on deferred tax assets and
liabilities from the reduction in the U.S. Federai corporate tax rate from 35% to 21%, (i} the impact on valuation allowances and other state
income tax considerations, (iii} a repatriation tax kability on accumulated post-1986 foreign earnings for which we plan to efect, with the filing of
our 2018 U.S. Federal Consolidated Income Tax Return, payment over eight years through 2026 that is reported in Other taxes payable in our
consolidated batance sheet as of December 31, 2017, and {iv} deferred taxes on basis differences expected to give rise to future taxes on
globat intangible low-taxed income. In addition, we had provided deferred tax liabilities in the past on foreign earnings that were not indefinitety
reinvested. As a result of the TCJA, in the fourth quarter of 2017, 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 TCJA subjects a U.S. shareholder to current tax on globa! intangible low-taxed income earned by certain foreign subsidiaries. The FASB
Staff Q&A, Topic 740, No. 5, Accounting for Giobal 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 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 elected to recognize deferred taxes for
temporary differences expected to reverse as global intangible low-taxed income in future years. 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.

In 2018, we finalized our provisional accounting for the tax effects of the TCJA based on our best estimates of available information and data,
and have reported and disclosed the impacts within the applicable measurement period, in accordance with guidance issued by the SEC. The
amounts recorded may change in the future due to uncertain tax positions. With respect to the aforementioned repatriation tax liability, the first
installment, due in Aprit 2019, is reported in Income faxes payable, and the remaining liability is reported in Other taxes payable in our
consolidated batance sheet as of December 21, 2018. We believe that there may be additionat interpretations, clarifications and guidance from
the U.S. Department of Treasury. Any change to our calculations resulting from such additional interpretations, clarifications and guidance
would be reflected in the period of issuance. In addition, our obligations may vary as a resuit of changes in our uncertain tax positions andfor
availability of attributes such as foreign tax and other credit carryforwards.

Income tax assets and Habilities also include income tax vatuation aliowances and accruats for uncertain tax positions. For additionat
information, see Notes to Consolidated Financia! Statements—Note 1C. Basis of Presentation and Significant Accounting Policies: Estimates
and Assumptions; Nofe 1P. Basis of Presentation and Significant Accounting Policies: Tax Assets and Liabiliffes and Income Tax
Contingencies and Nofe bA. Tax Matters: Taxes on Income from Confinuing Qperations, as well as the "Analysis of Financial Condition,
Liguidity and Capital Resources—Selected Measures of Liquidity and Capital Resowrces—Contractual Obligations” section of this Financiat
Review.

Contingencies
For a discussion about income tax contingencies, see Notes to Consolidated Financiat Statements—Note 5D. Tax Matters: Tax Contingencies.

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

Year Ended December 31, % Change

(MILLIONS OF DOLLARS) 2018 2017 2016 1817 17/18

Revenues $ 53647 § 52546 $ 52824 2 (1)

Cost of sales 11,248 11,228 12,322 — {(9)
% of revenues 24.0% 214 % 23.3%

Setling, informational and administrative expenses 14,455 14,804 14,844 (2) s
% of revenues 26.9% 282 % 28.1%

Research and development expenses 8,006 7,683 7,892 4 {3)
% of revenues 14.9% 14.6 % 14.9%

Amortization of intangible assets 4.893 4758 4 056 3 17
% of revenues 9.1% 9.1 % 1.7%

Restructuring charges and certain acguisition-related costs 1,044 351 1,565 * {78}
% of revenues 1.9% 0.7 % 3.0%

Other (income)/deductions—net 2.116 1416 3.794 49 {63}

omettyfor aves omincame. - o e Provsier 11885 12305 8,351 @) 47
% of revenues 22.2% 234 % 15.8%

Provision{benefit} for taxes on income 706 {9,049} 1,123 * *

Effective tax rate 5.9% {73.51% 13.4%

Income from continuing operations 11,179 21,353 7,229 (48) *
% of revenues 20.8% 40.6 % 13.7%

Discontinued operations—net of tax 10 2 17 * 87

Net income before allocation to noncontrolling interests 41,188 21,355 7,246 (48) *
% of revenues 20.9% 40.6 % 13.7%

Less: Net income attributable to noncontrofling interests 36 47 K1 (24) 54

Netincome attributable to Pfizer Inc. $___11153 821308 3 1.215 (48) *
% of revenues 20.8% 406 % 13.7%

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

Revenues—Overview

Totat revenues in 2018 compared to 2017 reflects operational growth of $791 million, or 2%, and the favorable impact of foreign exchange of
$310 miltion, or less than 1%, in 2018, compared to 2017.

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

Totat revenues in 2017 compared to 2016 reflect a shight operational decrease of $20 million, or less than 1%, and an unfavorable impact of
foreign exchange of $259 miltion, or tess than 1%, in 2017 compared to 2016.

See the “Revenues by Segment and Geography” and “Revenues-—Selected Product Discussion” sections of this Financial Review for
additional analyses.

See the “Our Operating Environment—Industry-Specific Challenges—Intellectual Property Rights and Collaboration/Licensing Rights” section
of this Financial Review for information about recent losses and expected losses of product exclusivity impacting product revenues.

Anumber of our current products have experienced patent-based expirations or loss of regutatory exclusivity in certain markets in the last few
years. For additional information, see the “Patents and Other Intellectual Property Rights” section in Part |, ltem 1, "Business” of our 2018
Form 10-K.

We have significant operations outside the U.S., with revenues exceeding $500 million in the following number of countries:

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

1" " 1

2018 2017 2016
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By total revenues, the U.S., China and Japan are ow three largest national markets:

Revenues by National Market

2018

2017

2016

] u.s. 2 Japan ] China i Other

Inventory Stocking

Our policy relating to the supply of pharmaceutical inventory at domestic wholesaters, and in major internationat 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. Unusual buying patterns and utilization are promptly
investigated.

Revenue Deductions

Qur gross product revenues are subject to a variely of deductions, which generally are estimated and recorded in the same period that the
revenues are recognized. Such variable consideration represents chargebacks, rebates, sales allowances and sales returns. These deductions
represent estimates of related obligations and, as such, knowledge and judgment is required when estimating the impact of these revenue
deductions on gross sales for a reporting period. Historically, our adjustments of estimates, to reflect actual results or updated expectations,
have not been materiat to our overall business. On a quarterly basis, our adiustments of estimates to reftect actual results generally have been
less than 1% of revenues, and have resuited 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.

The following table provides information about revenue deductions:

Year Ended December 31,

(MILLIONS OF DOLLARS) 2018 2017 2016
Medicare rebates'™ $ 1,706 § 1316 § 1,063
Medicaid and refated state program rebates' 1,969 1,860 1473
Performance-based contract rebates®™ 3,377 3,245 2,560
Chargebacks'® 6,461 6,047 5736
Sates allowances® 5,592 5,165 4,623
Sates returns and cash discounts 1,522 1,493 1441
Total® $ 20627 $ 19126 § 16.895

@)
6]

Rebates are product-specific and, therefore, for any given year are impacted by the mix of products soid.

! perfarmance-based cantract rebates include contract rebates with managed care customers within the U.S., including health maintenance organizations and
PBMs, who receive rebates based on the achievement of contracted performance terms and claims under these confracts. Outside the U.S., performance-
based contract rebates include rebates to wholesalers/distributors based on achievement of contracted performance for specific products or sales milestones.

e Chargebacks primarily represent reimbursements to U.S. wholesalers for honoring contracted prices to third parties.

@ sales allowances primarily represent price reductions that are contractual or legislatively mandated outside the U.S., discounts and distribution fees.

©) gor 2018, assaciated with the following segments: i+ ($8.9 billion); and £+ {$11.7 billion}. For 2017, associated with the following segments: - ($9.0 billion};

and EH (310.1 billion). For 2016, asscciated with the following segments: BH (37.1 billion); and EH {$9.8 dillion}.

Totat revenue deductions for 2018 increased 8% compared to 2017, primarily as a resuit of:
« anincrease in sales allowances as a result of sales growth, primarily in international markets;

« higher chargebacks to U.S. wholesaters of certain IH and EH products, partially offset by decreases in chargebacks as a result of decreases
in sales of sterile injectable products;

« anincrease in Medicare rebates driven by increased sales of IH products through this channel; and

+ anincrease in Medicaid and related state program rebates, primarily as a result of increased sales of IH products through these programs.
For information on our accruals for Medicare rebates, Medicaid and related state program rebates, performance-based contract rebates,
chargebacks, sales allowances and sales returns and cash discounts, including the balance sheet classification of these accruals, see Notes

to Consolidated Financiat Statements—Nofe 1G. Basis of Presentation and Signifficant Accounting Policies: Revenues and Trade Accourits
Receivable.
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Revenues by Segment and Geography

The following graphs show revenues by geography {doltars in billions):

Revenues by Segment and Geography

IH IH IH EH EH EH Pfizer Pfizer Pfizer
2018 2017 20186 2018 2017 2016 2018 2017 2016

u.s. f International

The following table provides worldwide revenues by operating segment and geography:

Year Ended December 31, % Change

Woridwide U.s. International Worldwide U.s. International
(MILLIONS OF DOLLARS) 2018 2017 2018 2018 2017 2016 2018 7 2018 1817 1718 1817 176 18M7T 1iME
Operating Segments®®:

i $33,426 $31422 $29497 518950 $18480 $16773 $14467 $12962 $12424 [ 8 3 0 12 4
£H 0221 2124 23627 6370 7567 0595 3851 15557 14,038 @ ony e en 2 )
Total revenues $53,647 $52546 $52824 §25320 $26026 $26360 $2BIMB  $26518  $26455 2 @ 70—

B 14 = the Innovative Health segment; and EH = the Essential Health segment. For additional information about each operating segment, see the "Our Strategy—

Commercial Operations” section of this Financial Review and Notes to Consclidated Financial Statements—Note 18A. Segment, Geographic and Other
Revenue Information: Segment Information.

We recorded direct product and/or atiiance revenues of more than $1 billion for each of 10 products in 2018 and for nine products in 2017 and
2016.

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

2048 2017 20186
Prevnar 13/Prevenar 13 Prevnar 13/Prevenar 13 Prevnar 13/Prevenar 13
Lyrica Lyrica Lyrica
Ibrance torance Enbrel
Eliquis* Eiiquis™ torance
Enbrel Enbrel Lipitor
Lipitor Ligitor Efiqufs*
Xeljanz Xeljanz Viagra
Chantix/Champix Viagra Sutent
Sutent Sutent

Premarin family of products
Norvase
* Efiquis includes alliance revenues and direct sales in 2018, 2017 and 2016.

These direct product sales and/or alliance product revenues represent 51% of our revenues in 2018, 46% of our revenues in 2017 and 43% of
our revenues in 2016. See the “Analysis of the Consotidated Statements of Income-—Revenues—Selected Product Discussion” section of this
Financial Review for additional information.
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2018 v. 2017

The following provides an analysis of the change in revenues by geographic areas in 2018:

(MILLIONS OF DOLLARS) Worldwide u.s. International
Operational growth/(decline):
Continued growth from certain key brands® $ 2,815 § 1,150 $ 1,664
Growth from Biosimilars, primarity from Inflectra in certain channels in the U.8. and
developed Europe markets 217 147 89
Growth from recently launched products, including Eucrisa in the U.S., as well as
Besponsa and Bavencio, primarily in the U.S. and developed Europe 195 158 37
Growth in our Consumer Healthcare business across all markets 107 26 81
Impact from CentreCne primarily in emerging markets 45 {127) 172
Lower revenues for totat Viagra®™, primarily in the U.S. due to generic competition that
began in December 2017 {572) (572) —
Decline from the Peri-LOE Products portfolio, driven by fower revenues in developed
markets {excluding Viagra EH), primarily due to expected declines in Lyrica in developed
Europe and Celebrex and Pristig in the U.S. due to generic competition {558} (188) (371)
Impact from the SIP portfolio, driven by lower revenues in developed markets, primartly
due to increased competition across the porifolio and continued legacy Hospira product
shortages in the U.S. (504) (589) 86
Impact from the LEP portfolio, driven by lower revenues in developed markets, primarily as
a result of industry-wide pricing challenges in the U.S. and generic competition {436) (592) 156
Lower revenues for Enbrel, primarily in most developed Europe markets due to continued
biosimitar competition {350) — {350)
Lower revenues from the hemophilia portfolio (BeneF X and Refacto AF/Xyntha}, primarily
in developed Europe (100) (13) (88)
Impact on financial results from the sale of HIS in February 2017. 2018 does not reflect
any contribution from HIS global operations, compared to approximately one month of
HIS domestic operations and approximately two months of HIS internationat operations in
the same period in 2017 (97} (64) {33)
Other operational factors, net 31 (34) 65
Operational growth/{decline), net 791 (698) 1,489
Favorable impact of foreign exchange 310 — 310
Revenues increase/{decrease) $ 1,101 § (698) $ 1,799

@)

Certain key brands represent Ibrance, Eliquis, Xeljanz, Prevnar 13{Prevenar 13, Xtandi, Lyrica—I{H and Chantix/Champix. See the “Analysis of the

Consolidated Statements of income-—Revenues-—Selected Product Discussion” section of this Financial Review for product analysis information.
® Viagra lost exclusivity in the U.S. in December 2017, In 2018, revenues for Viagra in the U.S. and Canada, which were reported in IH through 2017, were
reported in EH {which reported all ather Viagra revenues excluding the U.8. and Canada through 2017}. Therefore, in 2018, total Viagra revenues were

reported in EH. Total Viagra revenues in 2017 represent the aggregate of worldwide revenues fram Viagra I+ and Viagra EH.

Emerging markets revenues increased $1.3 billion, or 11%, in 2018 to $12.7 billion, from $11.4 bitlion, reflecting an operational increase of
$1.5 biltion, or 13%. Foreign exchange had an unfavorable impact of approximately 2% on emerging markets revenues. The operationat
increase in emerging markets was driven by owr EH segment, primarity by the Legacy Established Products portfolio and the Sterile Injectable

Pharmaceuticals portfolio, as well as Prevenar 13, lbrance and Eliquis in our IH segment.
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2017 v. 2016

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

(MILLIONS OF DOLLARS) Worldwide u.s. International

Disposition-related operational impact:

Approximately one month of HIS domestic operations and approximately two months of
HIS international operations in 2017, compared to twelve months of HIS globat
operations in 2016 (February 2017 sate) $ {1,062) $ {841) $ (221)

Cther operational growth/{decline):
Continued growth from certain key brands® 1,608 1,104 503

Ibrance 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 Europe markets. 993 757

Increase in Xtandi alliance revenues in the U.S. (September 2016 acguisition of
Medivation) 450 450 e

Growth from Biosimilars, primarily from Inflectra in the U.S. and developed Europe markets 209 15 94

Decline from Peri-LOE Products, primarily due to expected declines in Pristig in the U.S.
as welt 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

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 portfotio, primarily due to fegacy
Hospira product shortages in the U.S. (315)

Decline in the Legacy Established Products portfolio primarily due to generic competition
in developed markets

Decline in Prevnar 13/Prevenar 13 revenues. U.S. revenues decreased primarily due to
the expected decline in revenues for the aduit indication in the U.S. due to a high initiat
capture rate of the eligible population following its successful fourth-quarter 2014 faunch,
which resulted 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 iming 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 nationat
immunization programs in certain emerging markets for the adult and pediatric indications
in the fourth of quarter 2017. (108) {311) 203

Cther operationat factors, net 157 68 89
Operational growth (decline), net (20) (343) 323

236

(448) - (448)

{460) 145

(188) (419) 231

Unfavorable impact of foreign exchange (259) - {259)
Revenues increasef/(decrease) $ (278) § {343) $ 64
@ Certain key brands represent Eliquis (globally). as well as Xeljanz and Lyrica - IH (both primarily in the U.8.}.

Emerging markets revenues increased $979 miltion, or 9%, in 2017 to $11.4 billion, reflecting an operational increase of $1.1 biflion, or 11%.

Foreign exchange had an unfavorable impact of approximately 2% on emerging markets revenues. The operational increase in emerging
markets was primarily driven by our IH segment as well as our Legacy Established Products and Sterile Injectable Pharmaceuticals portfolios.

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

Revenues—Selected Product Discussion

The tables below provide worldwide revenues, by geography, for selected products. References to total change pertain to period-over-period
growth rates that include foreign exchange. The difference between the total change and operational change represents the impact of foreign
exchange. Amounts may not add due to rounding. All percentages have been calculated using unrounded amounts. An asterisk {*) indicates

the calcutation is not meaningful or results are equal to or greater than 100%.

+  Prevnar 13/Prevenar 13 {H):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS) 2018 2017 Totat Oper.
us. $ 3360 § 3,334 1
Internationat 2,443 2,268 8 8
Worldwide revenues $ 5802 § 5,601 4 4

The worldwide growth in 2018 was primarily driven by international operational growth due to higher volumes for the pediatric indication
resuiting from the second-quarter 2017 launch in China and increased orders associated with Gavi, the Vaccine Alliance, partially offset by
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lower birth cohort and volumes in certain developed markets. The growth in 2018 in the U.S. was primarily due to the pediatric indication
partially offset by the continued decline in revenues for the adult indication due to a high initial capture rate of the eligible population
following its successful fourth-quarter 2014 faunch, which resulted in a smalter remaining “catch up” opportunity (i.e., the opportunity to
reach adults aged 65 years and older who have not been previously vaccinated with Prevnar 13), compared to the prior-year period.

In 2014, the ACIP voted to recommend Prevnar 13 for routine use to help protect adults aged 65 years and older against pneumococcal
disease, which for adults includes pneumonta caused by the 13 pneumocaccal serotypes included in the vaccine. These ACIP
recommendations were subsequently approved by the directors at the CDC and U.S. Department of Heaith and Human Services, and
were published in the Morbidity and Mortality Weekly Report in September 2014 by the CDC. As with other vaccines, the CDC regularly
monitors the impact of vaccination and reviews the recommendations. During the October 2018 ACIP meeting, the CDC presented initial
data and indicated formatl evaluation of evidence {grading) and a potential vote on the maintenance of the 65 years and older
recommendation would likely happen in 2019. A potential adverse change in the ACIP recommendation would negatively impact future
Prevnar 13 revenues. We continue to generate and publish data and communicate with the ACIP on the burden of pneumococcal disease
and Prevnar 13 vaccine effectiveness and safety.

Lyrica (EH (revenues from alt of Europe, Russia, Turkey, Israel and Central Asia)/IH {revenues from all other geographies)):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS} 2018 2017 Totat Oper.
us. $ 3594 % 3,463 4
Irternationat 1,375 1,601 (14) (15}
Worldwide revenues $ 4970 % 5,065 {2) {2}

The operational decline in woridwide Lyrica revenues in 2018 was primarily driven by losses of exclusivity in developed Europe markets
and Australia, partially offset by growth in the U.S. and growth in the orally dissolving tablet formutation in Japan.

The following tabte provides worldwide revenues for Lyrica in our IH segment, by geography:
Year Ended December 31,

% Change
(MILLIONS OF DOLLARS) 2018 2017 Totat Oper.
us. 3 3504 § 3,463 4
Internationat 1,028 1,048 {2) {3}
Worldwide revenues $ 4622 % 4 511 2 2

The operational growth in worldwide Lyrica revenues in our IH segment in 2018 was primarily due to growth in the U.S. and growth in the
orally dissolving tablet formutation in Japan, partially offset by tosses of exclusivity primarily in Austratia.

The following tabte provides worldwide revenues for Lyrica in our EH segment, by geography:
Year Ended December 31,

% Change
(MiLLIONS OF DOLLARS) 2018 2017 Total Oper.
us. $ — 9 — —_
International 347 553 (37) (39)
Worldwide revenues 3 347 % 553 (37) {39}

The worldwide operational decline in our EH segment in 2018 was primarily due to losses of exclusivity in developed Europe markets.
tbrance {IH}:

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS}) 2018 2017 Totat Oper.
us. $ 2922 % 2,825 3
Internationat 1,196 300 * *
Worldwide revenues $ 4118 % 3,126 32 32

The worldwide operational growth in 2018 reflects continued uptake in international markets, mostty driven by developed Europe, Japan
and select emerging markets as we launched and secured access and reimbursement through 2017 and 2018, as weil as the non-
recurrence of a one-time price adjustment in 2017 related to finalizing reimbursement agreements in certain developed Ewrope markets.
The growth in 2018 in the U.S. was primarily due to continued demand growth partially offset by uptake of competitors and increased
rebates. lbrance maintains class teadership among cyclin-dependent kinase inhibitors in major markets, supported by our scientific/clinicat
data and continued positive patient experience.
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« Eliquis alliance revenues and direct sales (IH): Eliguis has been jointly developed and is commercialized by Pfizer and BMS. Pfizer
funds between 50% and 60% of all development costs depending on the study. Profits and tosses are shared equally on a giobal basis,
except in certain countries where Pfizer commercializes Etiquis 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 Orat Anticoagutant (NOAC) market; the agents in this class were developed as
alternative treatment options to warfarin in appropriate patients.

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS} 2018 2017 Totai Oper.
us. $ 1849 § 1,418 30
International 1,585 1,105 43 40
Worldwide revenues $ 3434 % 2523 36 35

The worldwide operational growth in 2018 was primarily driven by continued increased adoption in non-valvular atrial fibrillation, as well as
orat anti-coagulant market share gain.

¢ Enbrei {IH, outside the U.S. and Canada):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS) 2018 2017 Totat Oper.
us. $ — 8§ - -
Internationat 2112 2,452 (14) (14}
Worldwide revenues $ 2112 § 2,452 {14) (4

The worldwide operational decline in 2018 was primarily due to ongoing biosimiar competition in most developed Europe markets, which
is expected to continue.

+ Lipitor (EH):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS}) 2018 2017 Totai Oper.
us. $ 110 % 161 (31)
Internationat 1,952 1,754 11 9
Worldwide revenues 3 2062 % 1,915 8 5

The worldwide operational growth in 2018 was primarily driven by increased demand in China, partially offset by pricing pressures in
China, the non-recurrence of favorable U.S. rebates that occurred in the third quarter of 2017 and generic competition in Japan.

+ Xeljanz (IH):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS} 2018 2017 Totat Oper.
us. $ 1,394 $ 1,133 23
Internationat 380 212 79 84
Worldwide revenues $ 1,774 % 1,345 32 33

The growth in the U.S. in 2018 was primarily driven by increased adoption among rheumatotogists, growing awareness among patients
and improvements in payer access, and to a lesser extent, launches of the PsA indication in the first quarter of 2018 and ulcerative colitis
indication in the third quarter of 2018.

The operational growth internationally in 2018 was primarily driven by the 2017 approval of the RA indication in certain European markets,
as well as continued uptake in Japan, Canada and emerging markets.

+  Chantix/Champix (IH}:

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS) 2018 2017 Total Oper.
us. 3 838 § 742 13
Internationat 247 255 {3} 5)
Worldwide revenues $ 1,085 $ 997 g 8

The growth in the U.S. in 2018 was primarily due to increased volume, improved patient access and positive price impact. The operational
decline in 2018 internationally was primarily driven by lower demand in South Korea.
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*  Sutent{IH):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS) 2018 2017 Total Oper.
us. $ 357 § 374 “)
International 692 707 {2) (3)
Worldwide revenues $ 10498 § 1,081 (3) )

The worldwide operational dectine in 2018 was primarily due to lower volumes driven by competitive pressure in the U.S. and key
European markets.

*  Norvasc {EH):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS} 2018 2017 Total Oper.
us. $ 38 $ 38 {5}
Internationat 988 888 1 9
Worldwide revenues $ 1,024 $ 926 1 9

The worldwide operational growth in 2018 was primarily driven by increased demand in China, partially offset by generic competition in
Japan and pricing pressures in China.

+  The Premarin family of products (EH):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS) 2018 2017 Totat Oper.
us. $ 783 § 921 {15)
Internationat 49 56 {12) {12)
Worldwide revenues $ 832 % 977 {15) {15}

The worldwide operational decline in 2018 was primarily driven by generic competition in the U.S.

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

Year Ended December 31,

% Change
(MIiLLIONS OF DOLLARS) 2018 2017 Total Oper.
us. $ 699 § 590 18
Internationat — - - ——
Worldwide revenues $ 699 % 590 18 18

The growth in the U.S. in 2018 was driven by continued growth of Xtandi in castration-resistant prostate cancer as well as reduction in
patient assistance program {PAP) utifization in 2018 compared to 2017.

+  Celebrex (EH):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS) 2018 2017 Total Oper.
us. $ 65 § 164 (60}
Internationat 621 611 2 —
Worldwide revenues 3 686 $ 175 {11} (13}

The worldwide operational decline in 2018 was primarily driven by the non-recurrence of the favorable U.S. rebates that occurred in 2017,
lower volumes in the U.S,, as well as pricing pressure in Mexico and China, partially offset by increased demand in China.
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* inflectra/fRemsima (EH):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS} 2018 2017 Total Oper.
us. $ 259 § 118 *
International 383 301 27 23
Worldwide revenues 3 642 $ 419 53 50

The worldwide operational growth in 2018 was primarily due to continued uptake in certain channels in the U.S., as well as in developed
markets in Europe, partially offset by pricing pressures in these markets.

Inflectra uptake in the U.S. is being driven by a number of factars, including purchases by closed systems, which value tong-term savings
over short-term rebating, and consistent reimbursement in Medicare. To date, reimbursement coverage has been mixed. White we
achieved 100% Medicare coverage, in the face of exclusionary conduct by J&J, we have experienced access chatlenges among
commercial payers where our lower priced product has not received access at parity to the innovator product. We wilt continue to work
with commerciat payers to enabte 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 alteging that J&J's exclusionary contracts and other anticompetitive practices concerning
Remicade® (infliximab) violate federat antitrust laws.

*  Viagra (EH): Viagra lost exclusivity in the U.S. in December 2017. In 2018, revenues for Viagra in the U.S. and Canada, which were
reported in |H through 2017, are reported in EH {which reported all other Viagra revenues excluding the U.S. and Canada through 2017}
Therefore, in 2018, total Viagra revenues are reported in EH.

Year Ended December 31,

% Change
(MIiLLIONS OF DOLLARS) 2018 2017 Totai Oper.
us. $ 217§ 789 {73)
International 419 416 1 —
Worldwide revenues 3 636§ 1,204 {47) (47)

The decline in the U.S. in 2018 was primarily due to the loss of exclusivity in December 2017.

The relatively flat operational performance in 2018 internationally was primarily driven by increased demand in China offset by lower
volumes in Russia and deveioped Europe.

*  Sulperazon (EH):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS) 2018 2017 Total Oper.
us. 3 3 — .
Internationat 613 471 30 27
Worldwide revenues 3 613 § 47 30 27
The international operational growth in 2018 was primarily due to increased demand in China.
+  Xalkori {IH):
Year Ended December 31,
% Change
(MILLIONS OF DOLLARS) 2018 2017 Total Oper.
us. $ 158 $ 223 (29)
International 366 371 (1) (4)
Worldwide revenues $ 524 % 594 (12) (14)

The worldwide operational decline in 2018 was primarily due to volume declines in the ALK indication across certain developed markets,
primarily in the U.S. and certain markets in developed Europe, due to competitive pressure. The decline was partially offset by a continued
increase in diagnostic rates for the ALK gene mutation across key markets and share in first-line ALK treatment outside the U.S., primarily
in certain emerging markets, as well as uptake in teatment of patients with metastatic NSCLC whose tumors are ROS1-positive.

+ iniyta (IH):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS) 2018 2017 Totat Oper.
us. $ 19§ 126 5)
Internationat 178 213 {16) {16}
Worldwide revernues $ 298 § 339 {12) {12}

The worldwide operational decline in 2018 was primarily due to increased competition across developed markets.
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«  Eucrisa {IH):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS} 2018 2017 Totai Oper.
us. $ 147 % 67 *
International — — — —
Worldwide revenues 3 147 § 67 * *

The growth in the U.S. in 2018 was driven by increasing prescriber trial and adoption, enhanced patient awareness and availability of
patient access programs.

*  Alliance revenues (IH/EH):

Year Ended December 31,

% Change
(MILLIONS OF DOLLARS} 2018 2017 Totat Oper.
us. § 2576 % 2,037 26
Internationat 1,263 890 42 37
Worldwide revenues $ 3,838 % 2,927 31 30

The worldwide operational growth in 2018 was mainty due to increases in Eliguis and Xtandi alliance revenues discussed above.

= Bavencio {IH)} is being developed and commercialized in collaboration with Merck KGaA. Both companies jointly fund the majority of
development and commerciatization costs, and split equally any profits generated from selling any products containing avelumab from
this collaboration. Bavencio is currently approved in metastatic MCC in the U.S., Europe and Japan and selected other markets, as well
as in second #ine treatment of locally advanced or metastatic wrothelial carcinoma in the U.S.

See Notes to Consolidated Financial Statements—~Note 18C. Segment, Geographic and Other Revenue Information: Other Revenue
Information for additional information regarding the primary indications or class of the selected products discussed above.

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

See Notes to Consolidated Financial Statements—~Note 17. Confingencies and Certain Commitments for a discussion of recent developments
concerning patent and product litigation relating to certain of the products 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 ailiance products. Notwithstanding our efforts, there are no assurances as to when, or if, we will receive
regulatory approval for additional indications for existing products or any of our other products in development.

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.

For additional information about our R&D organization, see the “Overview of Qur Performance, Operating Environment, Strategy and Outiook
—Qur Strategy—Organizing for Growth” and “—Description of Research and Development Operations” sections of this Financial Review.

A comprehensive update of Pfizer's development pipeline was published as of January 29, 2019 and is available at www.pfizer.com/science/
drug-product-pipeline. It inchudes 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 ail candidates from Phase 2 through registration.

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

RECENT FDA APPROVALS
PRODUCT INDICATION DATE APPROVED
Daurismo (glasdegiby) Treatment of newly-diagnosed acute myeloid leukemia in adult patients who are 75 years or | November 2018
older or who have comorbidities that preclude use of intensive induction chemotherapy
Lorbrena (loriatiniby) Treatment of patients with ALK-positive metastatic NSCLC whose disease has progressed on | November 2018

crizotinib and at least one cther ALK inhibitor for metastatic disease; or whose disease has
progressed on alectinib or ceritinib as the first ALK inhibitor therapy for metastatic disease

Talzenna {talazoparib) Treatment of adult patients with deleterious or suspected deleterious germiine BRCA- October 2018
mutated {gBRCAm} human epidermal growth factor receptor 2 (HERZ2)-negative locally
advanced or metastatic breast cancer

Vizimpro {dacomitinib) First-line treatment of patients with metastatic non-small cell lung cancer with epidermal September 2018
growth factor receptor exon 19 deletion or exon 21 L858R substitution mutations as detected
by an FDA-approved test, which is being developed in collaboration with SFJ

Nivestym (filgrastim-aafi)® A biosimilar to Neupogen® (filgrastim} for all eligible indications of the reference product July 2018

Xtandi {enzalutamide} Treatment of men with non-metastatic castration-resistant prostate cancer, which is being July 2018
deveioped through a collaboration with Astellas

Xeljanz {tofacitinib) Treatment of adult patients with moderately to severely active ulcerative colitis May 2018
o A biosimilar to Epogen® and Procrt® {epoetin alfa) for all indications of the reference product | May 2018

Retacrit (epoetin alfa-epbx)

@ Neupogen® is a registered trademark of Amgen Inc.
®) Epogen® is a registered U.S. trademark of Amgen inc.; Procrit® is a registered U.S. trademark of J&J.
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PENDING U.S. NDAs AND SUPPLEMENTAL FILINGS

PRODUCT

PROPOSED INDICATION

DATE FiLED*

Bavencio (avelumaby)

developed in collaboration with Merck KGaA, Germany

A monoclonal antibody that inhibits PD-L1, in combination with inlyta (axitinib}, a tyrosine
kinase inhibitor, for the first-line treatment of advanced renal cell carcinoma, which is being

February 2019

PE-06410293™

A potential biosimilar to Humira® {(adalimumab)

January 2019

tafamidis meglumine

Treatment of transthyretin amyloid cardiomyopathy

January 2019

tafamidis free acid

Treatment of transthyretin amyloid cardiomyopathy

January 2019

PF-05280586™ A potential biesimilar to Rituxan® (rituximab) September 2018
PF-06439535'¢ A potential biosimilar to Avastin® (bevacizumab) August 2018
PE05280014' A potential biesimilar to Herceptin® {trastuzumab) August 2017

tafamidis meglumine'®

Treatment of transthyretin familial amyloid polyneuropathy

February 2012

* The dates set forth in this column are the dates on which the FDA accepted our submissions.
@ Humira®is a registered trademark of AbbVie Biotechnolagy Ltd.

)
(e}

Rituxan® is a registered trademark of Biogen MA Inc
Avasiin® is a registered trademark of Genentech, inc.

9 Herceptin® is a registered trademark of Genentech, inc. In April 2018, we received a ‘complete respanse” letter from the FDA with respect to our biclogics

license application (BLA) for PF-05280014, our proposed biosimilar to frastuzumab, which was submitted for all indications of the reference product. The FDA
highlighted the need for additional technical information, which does not relate to safety or clinical data submitted in the application. In October 2018, the FDA

acknowledged for review our BLA resubmission

z

In May 2012, the FOA's Peripheral and Central Nervous System Drugs Advisory Committee voted that the tafamidis megiumine data provide substantial

evidence of eflicacy for a surrogate endpoint that is reasonably likety to predict a clinical benefit. In June 2012, the FDA issued a "complete response” {etter with

respect to this 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 has completed study 83461028, a global Phase 3 study to support a potential new indication in transthyretin
cardiomyopathy, which includes patients with wild type and variant transthyretin. This study has achieved its primary endpoint, and we are working with the FDA

to identify next steps.

REGULATORY APPROVALS AND FILINGS IN THE EU AND JAPAN

PRODUCT

DESCRIPTION OF EVENT

DATE APPROVED

DATE FILED*

Zirabev'™

Application approved in the EU for a biosimilar to Avastin® (bevacizumab) for the
treatment of metastatic carcinoma of the colon or rectum, metastatic breast
cancer, unresectable advanced, metastatic or recurrent NSCLC, advanced and/
or metastatic renal ceil cancer and persistent, recurrent, or metastatic carcinoma
of the cervix

February 2019

Vyndagel {tafamidis free acid}

Application filed in the EU for the treatment of adult symptomatic transthyretin
cardiomyopathy

January 2019

Bavencic (avelumab)

Application filed in Japan for Bavencio {avelumab) in combination with Iniyta
(axitinib) for the first-line treatment of advanced renal cell carcinoma, which is
being developed in collaboration with Merck KGaA, Germany

January 2019

metastatic castration-resistant prostate cancer, which is being developed
through a collaboration with Astellas

Vizimpro {dacomitinib) Application approved in Japan for the freatment of patients with locally January 2019 —_—
advanced or metastatic non-small cell lung cancer with EGFR mutations, which
is being developed in collaboration with SFJ
PF-06410293"° Application filed in the EU for a potential biosimilar to Humira® (adalimumab) — November 2018
tafamidis meglumine Application filed in Japan for treatment of transthyretin amyloid cardiomyopathy — November 2018
Xtandi {enzalutamide} Application approved in the EU for treatment of adult men with high-risk non- October 2018 —

Trastuzumab 88 for IV Infusion
60mg/150mg “Plizer™

Application approved in Japan for a biosimilar to Herceptin® (trastuzumab)

September 2018

Lorbrena (loriatinib)

Application approved in Japan for the treatment of patients with ALK-positive
metastatic non-smail cell iung cancer, previously treated with one or more ALK
inhibitor

September 2018

PF-05280586'

Application filed in the EU for a potential biosimilar to Rituxan® (rituximab)

August 2018

Xeljanz (tofacitinib} Application approved in the EU for the treatment of adult patients with July 2018 —_—
moderately to severely active uicerative colitis who have had an inadequate
response, lost response, or were intolerant to either conventional therapy ora
biclogic agent
Trazimera'™ Application approved in the EU for a biosimilar to Hercepting {trastuzumab) for July 2018 o
the treatment of human epidermal growth factor {HER2)} overexpressing breast
cancer and HERZ overexpressing metastatic gastric or gastroesophageal
junction adenocarcinoma
infliximab BS for IV Infusion Application approved in Japan for a biosimilar to Remicade® (infliximab} July 2018 —_—
100mg "Plizer’®
Xeljanz (tofacitinib) Application approved in the EU for Xeljanz in combination with methotrexate for | June 2018 —
the treatment of active PsA in adult patients who have had an inadeguate
response or who have been intolerant to a prior disease-modifying
antirheumatic drug therapy
talazoparib Application filed in the EU for the treatment of patients with germline BRCA- — June 2018
mutated advanced breast cancer
Xeljanz (tofacitinib) Application approved in Japan for the treatment of ulcerative colitis May 2016 e
crisaborole Application filed in the EU for the treatment of mild-to-moderate atopic dermatitis o May 2018
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REGULATORY APPROVALS AND FILINGS IN THE EU AND JAPAN (contd.)

PRODUCT

DESCRIPTION OF EVENT

DATE APPROVED

DATE FILED*

Mylotarg {gemtuzumab
0ZOogamicing

Application approved in the EU for treatment of patients age 15 years and
above with previously untreated, de novo, CD33-positive acute myeloid
leukemia, except acute promyelocytic leukemia

April 2018

Bosulif {bosutinib}

Application approved in the EU for the treatment of adults with newly diagnosed
chronic phase Philadelphia chromosome-positive chronic myelogenous
leukemia (Ph+ CML}, which is being developed in callaboration with Avillion

April 2018

dacomitinib®

Application filed in the EU for the first-line treatment of patients with locally
advanced or metastatic non-small cell lung cancer with EGFR activating
mutations, which is being developed in collaboration with SFJ

March 2018

Steglatro (ertugliflozin}

Approval in the EU as an adjunct to diet and exercise to improve glycemic

controf in adults with type 2 diabetes mellitus

- as monotherapy in patients for whom the use of metformin is considered
inappropriate due to intolerance or contraindications; and

« in addition to other medicinal products for the treatment of diabetes, which is
being developed in collaboration with Merck

March 2018

Segluromet (ertugliflozin and
metformin}

Approval in the EU as an adjunct to diet and exercise to improve glycemic

control in adults with type 2 diabetes mellitus:

- in patients not adequately controlled on their maximally tolerated dose of
metformin alone;

= in patients on their maximally tolerated doses of metformin in addition to other
medicinal products for the treatment of diabetes; and

« in patients already being freated with the combination of ertugliflozin and
metformin as separate tablets, which is being developed in collaboration
with Merck

March 2018

Steglujan (ertugliflozin and
sitaghiptin)

Approval in the EU as an adjunct to diet and exercise to improve glycemic

controf in adulis with type 2 diabetes mellitus:

= when metformin andfor a sulphonylurea (S8U}and one of the monccomponents
of Steglujan do not provide adequate glycaemic control; and

- in patients already being treated with the combination of ertugliflozin and
sitagliptin as separate tablets, which is being developed in collaboration
with Merck

March 2018

Xelianz (tofacitinib}

Application filed in the EU for modified release 11mg tablet for RA

March 2018

lorlatinib {PF-06463922)

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

February 2018

* For applications in the EU, the dates set forth in this column are the dates on which the EMA validated our submissions.
e avastin® is a registered trademark of Genentech, Inc.

Humira®is a registered trademark of AbbVie Biotechnology Lid,

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

Rituxan® is a registered trademark of Biogen MA Inc
¥ Remicade® is a registered Japan trademark of Janssen. In February 2016, we divested the rights for development and commercialization of PF-06438179, a

potential biosimilar to Remicade® (infliximab) in the 28 countries that form the EEA to Sandoz, which was a condition to the European Cammission’s approval of
the Hospira transaction. We retain commercialization rights to PF-08438179 in all countries outside of the EEA.
" |n February 2019, the EMA's Committee for Medicinal Praducts for Human Use adapted a positive apinion recommending marketing authorization for
dacomitinib, as monotherapy, for the first-line treatment of adult patients with locally advanced or metastatic NSCLC with EGFR-activating mutations.
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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 cell carcinoma, which is being developed in coliaboration with Merck KGaA, Germany {ex-U.S./
Japan}

Bavencio (avelumab)

A monoclonad antibody that inhibits PD-L1, in combination with Talzenna (talazoparib}, in patients with previously untreated
advanced ovarian cancer, which is being developed in collaboration with Merck KGaA, Germany

Bavencic (avelumab)

A monoclonal antibody that inhibits PD-L1 for the first-line treatment of stage IHb/IV non-smal! cell lung
cancer, which is being developed in collaboration with Merck KGaA, Germany

Bavencio (avelumab}

A moneclonai 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 monoclonai 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

Bavencic (avelumab)

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

Daurismo (glasdegib)

A smoothened inhibitor, in combination with azacitidine, for the treatment of acute myeloid leukemia

tbrance (palbociclib}

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

tbrance (palbociclib}

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

tbrance (palbociclib}

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

Lorbrena (loriatinib)

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

Xeljanz {tofacitinib)

Treatment of ankylosing spondylitis

Xtandi {enzalutamide}

Treatment of non-metastatic hormone-sensitive prostate cancer, which is being developed through a collaboration with
Astellas

Xtandi {enzalutamide}

Treatment of metastatic hormone-sensitive prostate cancer, which is being developed through a collaboration with Astellas

Talzenna (talazoparib}

An oral PARP inhibitor, in combination with Xtandi {enzaiutamide}, for the treatment of metastatic castration-resistant
prostate cancer

In February 2018, we and our partner Merck KGaA, Darmstadt, Germany, announced that the Bavencio Phase 3 trial in patients with
previously treated NSCLC did not meet its pre-specified primary endpoint. The alliance made the decision to discontinue further development

in this indication.

In November 2018, we and our partner Merck KGaA, Darmstadt, Germany, announced that the Bavencio Phase 3 tdal in platinum-
resistant/refractory ovarian cancer did not meet the pre-specified primary endpoints. We continue to evatuate the detailed results of the

trial.

In December 2018, we and our partner Merck KGaA, Darmstadt, Germany, announced that data from a planned interim anatlysis of the
Bavencio Phase 3 trial in previously untreated advanced ovarian cancer did not support the study’s initial hypothesis, and therefore the

alliance made the decision to terminate the triat in alignment with the independent Data Monitoring Committee.

In February 2019, we announced that the company has taken steps to transition rheumatoid arthritis study patients who were on tofacitinib 10
mg twice daily to tofacitinib 5 mg twice daily in the FDA post-marketing requirement study A3921133, a study performed in patients considered
to be at high risk for certain side effects. This action is being taken as the result of notification from the tofacitinib Rheumatotogy Data Safety
Monitoring Board of a safety signal regarding the tofacitinib 10 mg twice daily treatment arm in study A3921133. The 5 mg twice daity dose is
the FDA approved dose in the U.S. for adult patients with moderate to severe rheumatoid arthritis. We continue to evaluate the information.

NEW DRUG CANDIDATES IN LATE-STAGE DEVELOPMENT
PROPOSED INDICATION

A beta lactam/beta lactamase inhibitor for the treatment of complicated intra-abdominal infections, hospital acquired
pneumonia/ventilator associated pneumonia

CANDIDATE

azireonam-avibactam
(PF-06947387)

fidanacogene elaparvovec
(PF-06838435)

PE-06482077

An investigational gene therapy for the treatment of hemophilia 8

A 20-Valent pneumococcal conjugate vaccine for the prevention of invasive pneumococcal disease and pneumonia caused
by Sireplococcus preumoniae serotypes covered by the vaccine in adults 18 years of age and older

PF-06651600
PF-04965842
PF-06425090
rivipansel (GMI-1070)

A Janus kinase 3 (JAK3} inhibitor for the treatment of patienis with moderate to severe alopecia areata

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

A prophylactic vaccine for active immunization to prevent clostridium difficile disease

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

somatrogon (PF-06836922) A long-acting hGH-CTP for the treatment of growth hormone deficiency in children, which is being developed in collaboration

with OPKO

A long-acting hGH-CTP for the freatment of growth hormone deficiency in adults, which is being developed in collaboration
with OPKO

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

somatrogon (PF-06836922)

tanezumab

Additional product-retated programs are in various stages of discovery and development.
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COSTS AND EXPENSES

The changes in expenses below reflect, among other things, the favorable impact of the February 2017 sale of HIS. The operating resuits of
HIS are included in our operating resuits 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. Our operating results for 2018 do not reflect any HIS globat operations.

Cost of Sales

Year Ended December 31, % Change
(MILLIONS OF DOLLARS) 2018 2017 2016 1817 17116
Cost of sales $ 11,248 § 11,228  § 12,322 — {9)
As a percentage of Revenues 21.0% 21.4% 23.3%

2018 v. 2017
Cost of sales increased $21 million, or were refatively flat in 2018, compared to 2017, primarily due to:

increased sales volumes primary related to key products within our product portfolio;

higher costs across the SIP portfolio, as a result of the complexity of high quality product manufacture across the tegacy Hospira plants,
which was partially offset by decreases in other costs across various markets;

an increase in royalty expenses based on the mix of products sold; and
+ the unfavorable impact of hedging activity on intercompany inventory of $65 miltion,
partially offset by:

+ lower volumes from the SIP portfolio, in developed markets, primarily due to increased competition across the SIP portfolio and continued
tegacy Hospira product shortages in the U.S.;

« the non-recurrence of $195 million in inventory losses, overhead costs, and incremental costs related to the period in 2017 during which our
Puerto Rico piants were not operational due to hurricanes;

+ the favorable impact of foreign exchange of $153 mitlion;
« the non-recurrence of charges related to a product recall that occurred in 2017; and

- the favorable impact of the sale of HIS of $35 mittion.

The decrease in Cost of sales as a percentage of revenues in 2018, compared to 2017, was primarity due to all of the factors discussed
above, as well as an increase in alliance revenues, which have no associated cost of sales.

2017 v. 2016

Cost of sales decreased $1.1 billion, or 8%, in 2017, compared to 2016, primarily due to:

+ the favorable impact of the sale of HIS global operations {which carried a higher cost of sates than other products) of $561 miltion;

= 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 amortized over the turn of the related inventory;

the favorable impact of foreign exchange of $140 mitlion and the favorable offset of hedging gains of $52 mitlion; and

- a favorable 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 mitlion in inventory losses, overhead costs related to the period in 2017 during which our Puerto Rico plants were not operational, and
incremental costs, all of which resulted from the hurricanes in Puerto Rico.

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

Selling, Informational and Adminisirative (S1&A) Expenses

Year Ended December 31, % Change
(MILLIONS OF DOLLARS) 2018 2017 2016 18/17 171186
Seliing, informational and administrative expenses $ 14,455 § 14804 $ 14,844 (2) o
As a percentage of Revenues 26.9% 28.2% 28.1%

2018 v. 2017
S1&A expenses decreased $350 million, or 2%, in 2018, compared to 2017, primarily due to:

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

+ the non-recurrence of a $200 mittion charitable contribution to the Pfizer Foundation;
« decreased investment across several of our key products, primarily Viagra and Enbrel; and
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« lower heaithcare reform expenses as a result of a true up of the prior year amount,

partially offset by:

« additionat investment across severat of our key products, primarily, Xeljanz, Ibrance, Eucrisa and Prevnar 13/Prevenar 13.

« additionat investments in China; and

+ a special, one-time bonus paid to virtually all Pfizer colieagues, excluding executives, of $119 mitlion, in the aggregate, in the first quarter of
2018.

2017 v. 2016

S1&A expenses decreased $40 million, or were refatively flat in 2017, compared to 2016, primarily due to:

+ the non-recurrence of an allowance for doubtful trade accounts receivable of approximately $265 mitlion, resulting from unfavorabie
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 severat of our key products, primarily Eucrisa, lbrance and Xeljanz, as well as biosimilars, primarily related to
the U.S. launch of Infiectra; and

- anincrease in charitable contributions, including 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.

Research and Development (R&D) Expenses

Year Ended December 31, % Change
(MILLIONS OF DOLLARS) 2018 2017 2016 1817 17116
Research and development expenses $ 8,006 $ 7683 § 7,892 4 {3)
As a percentage of Revenues 14.9% 14.6% 14.9%

2018 v. 2017
R&D expenses increased $322 mitlion, or 4%, in 2018, compared to 2017, primarily due to:

+ increased costs associated with our Phase 3 clinical trials refated to our JAK1 inhibitor {which was initiated in December 2017) and the C.
difficile vaccine program (which was initiated in March 2017) as well as increased spending for our 20 valent pneumococcat conjugate
vaccine candidate;

« increased costs associated with the Bavencio program; and

« anincrease in the value of the portfolio performance share grants reflecting changes in the price of Pfizer's common stock, as wetl as
management's assessment of the probabiity that the specified performance criteria will be achieved,

partially offset by:
- decreased spending for biosimilars as several programs have reached compietion; and
« the impact of our decision to end internal neuroscience discovery and early development efforts.

R&D expenses decreased $208 miltion, or 3%, in 2017, compared to 2016, primarily due to:

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

partially offset by:
- increased costs associated with our oncology programs, primarily clinicat trial spend on Medivation assets;

+ lower development funding credits of approximately $124 mitlion primarily related to the discontinuation of the global clinical development
program for bococizumab in the fourth quarter of 2016;

- increased costs assoclated 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
Hemophitta A; and

+ increased costs associated with {ate stage development programs, including Xtandi, talazoparib and tanezumab.

For additiona! 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.
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Amortization of Intangible Assets

Year Ended December 31, % Change
(MILLIONS OF DOLLARS) 2018 2017 2016 18/17 17116
Amartization of intangible assets $ 4,893 4,758 § 4,056 3 17
As a percentage of Revenues 9.1% 9.1% 7.7%

Amortization of intangible assets increased $135 million, or 3% in 2018, compared to 2017, primarily due to amortization expense of
approximately $151 miltion {pre-tax) in 2018 associated with the approval of Xtandi in the U.S. for the treatment of non-metastatic castration-
resistant prostate cancer. The U.S. approval resulted in the transfer of $2.7 billion from an indefinite-ived /PR&D intangible asset to a finite-
lived Developed technology rights intangible asset.

Amortization of intangible assets increased $703 million, ar 17%, in 2017, compared to 2016, primarily due to amortization expense of
approximately $797 million {pre-tax} in 2017 associated with the identifiable intangible assets acguired from Medivation and Anacor, partially
offset by assets that became fuily amortized at the end of their estimated useful lives and the favorable impact of the February 2017 sale of
HIs.

See atso Notes to Consolidated Financial Statements—Note 10A. Identifiable Intangible Assets and Goodwill: Identfiable Intangitle Assets.

Restructuring Charges and Other Costs Associated with Acquisitions and Cos{-Reduction/
Productivity Inifiatives

Year Ended December 31, % Change

(MILLIONS OF DOLLARS) 20618 2017 2016 18117 17116
Restructuring charges—acquisition-related costs® § 37 8 105 § 267 (64) {49)
Restrucluring charges/{credits)}—cost reduction initiatives® 745 (75) 849 * *
Restructuring charges 782 30 1,655 * {97)
Transaction costs®™ 1 4 127 (62) 97
Integration costs'® 260 317 383 (18) {7)
Restructuring charges and certain acquisition-related costs 1,044 351 1,565 * {78)
Net periodic benefit costs™® 146 136 159 8 (1%)
Total additional depreciation—asset restructuring 50 N 207 (45) {56)
Total implementation costs 194 227 340 {15) {33)
Cosis associaied with acquisitions and cost-reduction/

productivity initiatives® $ 1,434 $ 805 § 2,271 78 (85)

2 Restructuring charges——acquisition-related costs include employee termination costs, asset impairments and other exit costs associated with business
combinations. Charges for 2018 were primarily due to asset write downs, partially offset by the reversal of previously recorded accruals for employee
termination costs related to our acquisition of Hospira. Restructuring charges for 2017 were primarily due to asset write-downs, partially offset by the reversal of
previously recorded accruals for employee termination costs. For 2017 and 20186, restructuring charges-—acquisition-related costs were mainly related to our
acquisitions of Hospira and Medivation.

Restructuring (credits)/charges—cost reduction initiatives relate to employee termination costs, asset impairments and other exit costs not associated with
acquisitions. For 2018, the charges were primarily related to employee termination costs and asset write downs. The employee termination costs are associated
with our improvements to operational effectiveness as part of the realignment of our organizational structure effective at the beginning of 2019. For 2017, the
credits are mostly related to the reversal of previously recorded accruals for employee termination costs, partially offset by asset write downs.

For additional information, see Notes to Consolidated Financial Statements—~Note 3. Restructuring Charges and Cther Costs Assaciated with Acquisitions and
Cost-Reduction/Praductivity initiatives.

For additional information, see Notes to Consolidated Financial Statements—-Note 18. Basis of Presentation and Significant Accounting Polfcies: Adaption of
New Accounting Standards in 2018 and Note 3. Restructuring Charges and Giher Costs Associaled with Acquisitions and Cost-Reduction/Productivity
Initiatives.

Comprises Restructuring charges and certain acquisition-refated costs as well as costs associated with our cost-reduction/productivity initiatives included in
Cast of sales, Research and development expenses, Selling, informational and administrative expenses andlor Other {income)/deductions—net as appropriate.
For additional information, see Notes to Consolidated Financial Statements—Note 3. Restructuring Charges and Other Costs Assocfated with Acquisitions and
Cost-Reduction/Productivity Initiatives.

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

E

=

Y

In connection with our acquisition of Hospira in September 2015, we focused our efforts on achieving an appropriate cost structure for the
combined comparny. We achieved our expected $1 bitlion of annual cost savings in connection with the Hospira acquisition, 25% more than
our initial cost savings target of $800 million. The one-time costs to generate the savings were approximately $1 biltion {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 were incurred within the
three-year period post-acquisition.

In 2016, we substantiaily completed previously disclosed cost-reduction initiatives begun in 2014 associated with our 2014 global commerciat
structure reorganization, manufacturing plant network rationatization and optimization initiatives, and additionat cost-reduction/productivity

initiatives across the enterprise. Through December 31, 2016, we incurred $3.1 billion {pre-tax} in total costs for the 2014-2016 program. The
cumutative ongoing annual cost savings associated with the 2014-2016 program {but not Including expected cost savings assoctated with the
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Hospira acquisition), are approximately $3.1 billion. These savings were recognized, for the most part, through the end of 2016. However,
savings from costs incurred in the last half of 2016 targely occurred in 2017.

2017-2018 Initiatives and Organizing for Growth

During 2018, as we reviewed our business opportunities and challenges and the way in which we think about our business operations, we
determined that at the start of our 2019 fiscal year, we would begin operating under our new commerciat structure, which reorganizes our
operations into three businesses—Biopharma, a science-based Innovative medicines business; Upjohn, a global off-patent branded and
generic established medicines business; and a Consumer Healthcare business. To operate effectively in this structure and position ourselves
for future growth, we are focused on creating a simpler, more efficient operating structure within each business as well as the functions that
support them. Beginning in the fowrth quarter of 2018, we reviewed previously planned initiatives and new initiatives to ensure that there was
alignment around our new structure and have combined the 2017 to 2019 initiatives with our current Organizing for Growth initiatives to form
one cohesive plan. For the combined programs, to achieve targeted savings of approximately $1.9 billion, we expect to incur approximately
$2.2 bilion in costs over the three-year period 2017-2019. Of this amount, we expect approximately 40% to be refated to manufacturing
operations, and we expect approximately 20% of the charges to be non-cash. Anticipated savings through 2020 associated with the
Organizing for Growth initiatives of approximately $500 million will be reinvested in our R&D pipeline and in selling and marketing to support
our current and recently launched products and indications. For additionat information about these programs and expected and actual total
costs, see Notes to Consolidated Financial Statements—~Note 3. Restructuring Charges and Other Costs Associated with Acquisitions and
Cost-Reduction/Productivity Initiatives.

In addition to these major initiatives, we continuously 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 (Income)/Deductions—Net

Year Ended December 31, % Change
(MILLIONS OF DOLLARS) 2018 2017 2016 1817 17116
Other (incomej/deductions—net $ 2116 $ 1,416 $ 3,794 49 {63)

For information about the compornents of Other (fncome)/deductions—net, see Notes to Consolidated Financial Statements—~Note 4. Other
(Income)/Deductions-—Net.

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

PROVISION/(BENEFIT) FOR TAXES ON INCOME

Year Ended December 31, % Change
(MILLIONS OF DOLLARS) 2018 2017 2016 1847 17116
Provision/tbenefit) for taxes on income $ 706 % {9,049 § 1,123 * *
Effective tax rate on continuing operations 5.9% {73.5)% 13.4%

* Indicates calculation not meaningful or resuit is equal to or greater than 100%.
2018 v 2017

The higher effective tax rate in 2018 compared to 2017 was primarily the resuit of:
+ the non-recurrence of a $10.7 billion tax benefit recorded in 2017 to reflect the enactment of the TCJA,
partially offset by:

+ tax benefits related to the TCJA, including certain current year tax initiatives as well as favorable adjustments to the provisional estimate of
the impact of the legislation, reported and disclosed within the applicable measurement period, in accordance with guidance issued by the
SEC;

the favorable change in the jurisdictional mix of earnings as a resuit of operating fluctuations in the normal course of business; as well as

« anincrease in tax 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.

2017 v. 2016

The lower effective tax rate in 2017 compared to 2016 was primarily the result of:

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

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

- the decrease in tax 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; and
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« the non-recurrence of tax 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 resulted in the receipt of information that raised our initial assessment in 2015 of
the tikelihood of prevailing on the technica! merits of our tax position.

For details about discrete elements that impacted our tax provisions, see Notes to Consolidated Financial Statements—Nofe 5A. Tax Matters:
Taxes on income from Continuing Operations.

Changes in Tax Laws

On December 22, 2017, the U.S. enacted significant changes to U.S. tax taw following the passage and signing of the TCJA. The TCJA s
complex and significantly changes the U.S. corporate income tax system by, among other things, reducing the U.S. Federat corporate tax rate
from 35% to 21%, transitioning U.S. international taxation from a woridwide tax system to a territorial tax system and imposing a repatriation
tax on deemed repatriated accumulated post-1986 earnings of foreign subsidiaries. In accordance with guidance issued by the SEC we
recorded provisional estimates of the legistation in the fourth-quarter 2017. In 2018, we finalized our provisional accounting for the tax effects
of the TCJA based on our best estimates of available information and data, and have reported and disclosed the impacts within the applicable
measurement period, in accordance with guidance issued by the SEC. For additional information, see Notes to Consolidated Financial
Statements—~Note 5A. Tax Matters: Taxes on Income from Continuing QOperations and the “Analysis of Financtal Condition, Liquidity and
Capital Resources——Selected Measures of Liquidity and Capital Resources—Contractual Obligations” section of this Financial Review.

On January 23, 2017, the Governor of Puerto Rico signed into taw Act No. 3-2017, amending Section 2101 of the Puerto Rico Internal
Revenue Code of 1994, 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 to 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 alt 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 Provision/(benefit) for faxes
on income, as appropriate. All expected impacts in 2019 have been reflected in our financial guidance for 2019.

NON-GAAP FINANCIAL MEASURE (ADJUSTED INCOME)

General Description of Non-GAAP Financial Measure {Adjusted Income)

Adiusted income is an alternative 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 internal 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 results of our major operations—the
discovery, development, manufacture, marketing and sate of prescription medicines, vaccines and consumer healthcare (OTC) products—
prior to considering certain income statement elements. We have defined Adjusted income as Net income aliributable fo Pfizer Inc. before the
impact of purchase accounting for acquisitions, acquisition-related costs, discontinued operations and certain significant tems, which are
described below. Similarly, we have defined the Adiusted income components as Cost of sales, Sefling, informational and administrative
expenses, Research and development expenses, Amortization of infangible assets and Other (income)/deductions-—net each before the
impact of purchase accounting for acquisitions, acquisition-related costs and certain significant items. We have defined Adjusted dituted
earnings per share as Eamings per common share attributable 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 earnings per share measure are not, and should not be viewed as, substitutes for U.S.
GAAP netincome, U.S. GAAP net income components or U.S. GAAP diluted earnings per share.

The following are examples of how the Adjusted income and Adjusted dituted earnings per share measures are utifized:

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

our annual budgets are prepared on an Adjusted income and Adjusted diluted earnings per share basis; and

senior management's annual compensation is derived, in part, using Adjusted income and Adjusted diluted earnings per share measures.
The bonus plans for virtually all bonus-eligible, non-sales-force employees worldwide, including the Executive Leadership Team members
and other members of senior management, are funded from a pool based on the performance measured by three financial metrics,
including Adjusted diluted earnings per share, which is derived from Adjusted income. This metric accounts for 40% of the bonus pool
funding. In addition, Adjusted operating income, which is derived from Adjusted income, is one of the measures utilized to determine payout
for performance share awards.

Adiusted income and its components and Adjusted diluted earnings per share are non-GAAP financial measures that have no standardized
meaning prescribed by U.S. GAAP and, therefore, are limited in their usefulness to investors. Because of their non-standardized definitions,
Adiusted income and its components {unlike U.S. GAAP net income and its components) and Adjusted dituted earnings per share {untike U.S.
GAAP diluted earnings per share) may not be comparabte 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 restict our performance-management process solely to these metrics. A limitation of these
measures is that they provide a view of our operations without including all 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 absolute basis
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and relative to a publicly fraded pharmaceuticat index, plays a significant role in determining payouts under certain of Pfizer’s long-term
incentive compensation pians.

See the accompanying reconciliations of certain GAAP reported to non-GAAP adjusted information for 2018, 2017 and 2016 below.

Purchase Accounting Adjustments

Adiusted income is catcutated prior to considering certain significant purchase accounting impacts resulting from business combinations and
net asset 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 sates from the sate 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 lesser extent, depreciation related to the increasef/decrease in fair vakie of the acquired fixed assets {(primarily manufacturing
facilities), amortization related to the increase in fair value of acquired debt, and the fair value changes associated with contingent
consideration. Therefore, the Adjusted income measure includes the revenues earned upon the sale of the acquired products without
considering the acguisition cost of those products.

Certain of the purchase accounting adjustments can oceur 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 amortization attributable to
acquired intangible assets provides management and investors an alternative view of our business resulls by trying to provide a degree of
parity to internaily developed intangible assets for which R&D costs previously have been expensed.

However, a completely accurate comparison of internally developed intangible assets and acguired 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 other differences in experience that might have occurred if we had discovered and
devejoped those intangible assets on our own, and this approach does not intend to be representative of the results that would have ocecurred
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 acguired intangible assets.

Acquisition-Related Costs

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

We believe that viewing income prior to considering these charges provides investors with a usefut additionat 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 normat, business contexts.

The integration and restructuring costs associated with a business combination may occur over several years, with the more significant
impacts typicaily 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
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 other global regulatory authorities.

Discontinued Operations

Adiusted income is catcutated prior to considering the resuits 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 meaningfut to investors because, while we review our
businesses and product fines for strategic fit with our operations, we do not 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 ltems

Adiusted income is catcutated prior to considering certain significant items. Certain significant items represent substantive and/or unusual
iterns that are evaluated on an individuat basis. Such evatuation considers both the quantitative and the quatitative aspects of their nature.
Certain significant items may be highly variable and difficult to predict. Furthermore, in some cases it is reasonably possible that they could
reoccur in future periods. For exampie, major non-acquisition-related 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 related 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
prabable or unresolved at the date of acquisition. Unusual items may represent items that are not part of our ongoing business; items that,
either as a resuit 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 fonger seil. White not all-inclusive, examples of items that could be included as certain
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significant items would be a major non-acquisition-retated restructuring charge and associated implementation costs; amounts related to
certain disposals of businesses, products or facilittes 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 Incame from
Continuing Qperations or charges retated to certain fegal matters, such as certain of those discussed in Notes to Consolidated Financial
Statements—~Note 17A. Contingencies and Cerfain Commitrnents: Legal Proceedings and in Part |1, Item 1, “Legal Proceedings” in our
Quarterly Reports on Form 10-Q. Normat, ongoing defense costs of the Company or settlements of and accruals for legal matters made in the
normal course of our business would not be considered certain significant items.

Beginning In 2019, we will exclude the gains and losses from equity securities from our measure of Adjusted income because of their inherent
volatility, which we do not control and cannot predict with any level of certainty and because we do not believe that including these gains and
losses assists investors in understanding our business or is reflective of our core operations and business. For example, we contributed
assets related to our allogeneic CAR T therapy to Allogene and received equity securities. We will restate our Adjusted income and Adjusted
diluted EPS for prior periods for consistency with our 2019 presentation.

Reconciliation of GAAP Reported to Non-GAAP Adjusted Information—Certain Line ltems

2018
Purchase Acqguisition- Certain
GAAP Accountln% Related  Discontinued Significant  Non-GAAP

IN MILLIONS, EXCEPT PER GOMMON SHARE DATA Reported  Adjustments® Costs®  Operations® [tems® Adjusted
Revernues $ 53647 § — §$ — — 3 — § 53647
Cost of sales 11,248 3 {10} — (110) 11,130
Setlling, informationat and administrative

expenses 14,455 2 (2) — (222) 14,232
Research and development expenses 8,006 3 — — (47) 7,962
Amortization of intangible assets 4,893 {4,612) — — — 281
Restructuring charges and certain

acquisition-related costs 1,044 — (299} — (745) —
Other (income)/deductions—net 2,116 (182) (7} — (3,181) (1,253)
Income from continuing operations before

provision/{benefit} for taxes on income 11,885 4,786 318 — 4,305 21,294
Provision/{beneft) for taxes on income™® 706 915 54 — 1,625 3,301
Income from continuing operations 11,179 3,871 264 — 2,680 17,994
Discontinued operations—net of tax 10 — — (10) — —
Net income attributable to noncontrolling

interests 36 — — — — 36
Net income attributabie to Pfizer Inc. 11,153 3,871 264 (10) 2,680 17,958
Earnings per common share attributable

to Pfizer Inc.—dituted 1.87 0.85 0.04 — 0.45 3.00
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2017
Purchase Acquisition- Certain
GAAP Accounlln% Related  Discontinued Significant  Non-GAAP

IN MILLIONS, EXCEPT PER COMMON SHARE DATA Reported  Adjustments® Costs®™  Operations™ ltems® Adjusted
Revenues $ 52546 $ — $ — % — — § 52,546
Cost of sates 11,228 (47) {39} e {363) 10,778
Setlling, informationat and administrative

expenses 14,804 (16) s e {299) 14,488
Research and development expenses 7,683 8 — — {38) 7,653
Amortization of intangible assets 4,758 {4,565) e e e 193
Restructuring charges and certain

acquisition-related costs 351 - (426) — 75 —
Other (income)/deductions-—net 1,416 (138) 9 e {2,020) (733}
Income from continuing operations before

provision/{benefit} for taxes on income 12,305 4,758 456 — 2,647 20,166
Provisionf{benefit) for taxes on income® (9,049) 1,331 173 — 11,577 4,033
Income from continuing operations 21,353 3,426 283 s (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 e {1.47) 2.65

2016
Purchase Acquisition- Certain
GAAP Accounting Related  Discontinued Significant  Non-GAAP

IN MILLIONS, EXCEPT PER COMMON SHARE DATA  Reported  Adjustments® Costs™  Operations™ Items'® Adjusted
Revenues $ 52824 § — § - § v § - $ 52,824
Cost of sales 12,322 (295) {7} e {397) 11,622
Setling, informationat and administrative

expenses 14,844 {3) e e {89) 14,751
Research and development expenses 7.892 3 — — {34) 7,861
Amortization of intangible assels 4,056 {3,928) — — — 128
Restructuring charges and certain

acquisition-related costs 1,565 e {716} e (849) e
Other (income)/deductions—net 3,794 39 (62) — (4,519) (748)
Income from continuing operations before

provision/{benefit} for taxes on income 8,351 4,185 785 e 5,888 19,210
Provistonf{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 31 - - = = 31
Net income attributabie to Pfizer Inc. 7,215 2,937 682 {17) 3,944 14,761
Earnings per common share attributable

to Pfizer Inc.—dituted 1.47 0.48 0.11 — 0.64 2.40

® Eor details of adjustments, see "Details of Income Statement items Included in GAAP Reported but Excluded from Non-GAAF Adjusted Income” below.

®) The effective tax rate on Non-GAAP Adjusted income was 15.5% in 2018, 20.0% in 2017 and 23.0% in 2016. The decrease in the effective tax rate on Non-
GAAP Adjusted income for 2018 compared with 2017 was primarily due to tax benefits associated with the December 2017 enactment of the TCJA, a favorable
change in the jurisdictional mix of earnings as a result of operating fluctuations in the normal course of business, as well as an increase 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 2017 compared to 2016 was primarily due to tax benefits associated with the
enactment of the TCJA, primarily reflecting the remeasurement of U.S. deferred tax {iabilities on deemed repatriated post-1986 earnings of foreign subsidiaries
that were accrued during 2017, as well as a favorable change in the jurisdictional mix of earnings as a result of operating fluctuations in the normal course of
business, partially offset by a decrease in benefits associated with the resolution of certain tax positions pertaining to prior years primarily with various foreign
tax autherities, and the expiration of certain statutes of limitations.
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Details of Income Statement ltems Included in GAAP Reported but Exciuded from Non-GAAP Adjusted Income

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

Year Ended December 31,

(MILLIONS OF DOLLARS) 2018 2017 2016
Purchase accounting adjustments
Amortization, depreciation and other 4789 § 4711 % 3,890
Cost of sales (3) 47 295
Total purchase accounting adjustments—pre-tax 4,786 4 758 4,185
Income taxes®™ (915) (1,331) {1,248)
Total purchase accounting adjustments—net of tax 3,871 3,426 2,937
Acqguisition-related costs
Restructuring charges®™ 37 105 207
Transaction costs® 1 4 127
Integration costs'® 260 317 383
Net periodic benefit costsi{credits) other than service costs'™ 7 (9} 62
Additional depreciation—asset restructuring®® 12 39 7
Total acquisition-related costs—pre-tax 318 456 785
Income taxes® (54) (173} {104)
Total acquisition-related costs--net of tax 264 283 682
Discontinued operations
Total discontinued operations—net of tax, attributable to Pfizer Inc. (10) {2) {(17)
Certain significant items
Restructuring charges/{credits}--cost reduction initiatives®™ 745 (75} 849
Impiementation costs and additional depreciation-—asset restructuring” 232 279 540
Certain legal matters, net? 157 237 494
Loss on sale and impairment on remeasurement of HIS net assets? (1) 55 1,712
Certain asset impairments? 3,101 379 1,426
Business and legal entity alignment costs? 4 71 261
Net losses on early retirement of debt® 3 999 312
Cther® 65 700 294
Total certain significant items—pre-tax 4,305 2,647 5,888
Income taxes” (1,625) (11,577) (1,943
Total certain significant items—net of tax 2,680 (8,930} 3,944
Total purchase accounting adjustments, acquisition-related costs, discontinued
operations and certain significant items—net of tax, attributable to Pfizer Inc. $ 6,805 $ (5,223} % 7,546

@) Included primarily in Amortization of intangible assets.

©) \ncluded in Provision/{benefft) 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. 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 #ems "Ihcome
taxes’.

Included in Restructuring charges and certain acquisition-refated costs. Restructuring charges include employee termination costs, asset impairments and other

exit costs associated with business combinations. Restructuring charges in 2018 were primarily due to asset write downs, partially offset by the reversal of

previously recorded accruals for employee termination costs related to our acquisition of Hospira. Restructuring charges for 2017 were primarily due to asset
write-downs, partially offset by the reversal of previously recorded accruals for employee termination costs. For 2017 and 2018, restructuring charges—
acquisition-related costs were mainly related to our acquisitions of Hospira and Medivation. Transaction costs represent external costs for banking, {egal,
accounting and other similar services. integration costs represent external, incremental costs directly related to integrating acquired businesses, and primarily
include expenditures for consulting and the integration of systems and processes. For additional information, see Notes to Consolidated Financial Statements——

Note 3. Restructuring Charges and Other Costs Associated with Acquisitions and Cost-Reduction/Productivity Initiatives.

9 Amounts for the 2017 and 2016 represent the net periodic benefit costsf{credits), excluding service costs, reclassified to Other (income)/deductions—net as a
result of the retrospective adoption of a new accounting standard in the first quarter of 2018, For additional information, see Notes to Consolidated Financial
Statements—Note 1B. Basis of Presentalion and Significant Accounting Policies: Adoption of New Accounting Standards in 2018, The credits for full-year 2017
included a net settlement gain, partially offset by accelerated amortization of actuarial losses and prior service costs upon the settlement of the remaining
obligation associated with the Hospira U.S. qualified defined benefit pension plan.

e Primarily included in Cost of sales. Represents the impact of changes in estimated usefu! lives of assets involved in restructuring actions related to acquisitions.

O \ncluded in Provision/{benefft) for taxes an income. Income taxes includes the tax effect of the associated pre-tax amaounts, calculated by determining the
jurisdictional jocation of the pre-tax amounts and applying that jurisdiction’s applicable tax rate. Income taxes recorded in 2017 do not reflect any changes
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associated with the December 2017 enactment of the TCJA. These changes resulting from the TCJA have been reflected in Certain significant items "ihcome
taxes”. 2016 also includes an unfavorable impact of the remeasurement of certain deferred tax liabilities resulting from our plant network restructuring activities.
Included in Discontinued operations——net of tax. For all years presented, represents post-close adjustments.

ST @

Amounts relate o employee termination costs, asset impairments and other exit costs not associated with acquisitions, which are included in Restructuring
charges and centain acquisition-related costs {see Notes to Consolidated Financial Statements—Note 3. Restructuring Charges and Other Costs Assoclated
with Acguisitions and Cost-Reduction/Productivity Initiatives). For 2018, the charges were primarily related to employee termination costs and asset write
downs. The employee termination costs are associated with our improvements to operational effectiveness as part of the realignment of cur organizational
structure effective at the beginning of 2019. For 2017, the credits were mostly related to the reversal of previously recorded accruals for employee termination
costs, partially offset by asset write downs.

Amounts relate o our cost-reduction/productivity initiatives not related to acquisitions (see Notes o Consolidated Financial Statements—~Note 3. Restructuring
Charges and Gther Costs Associated with Acquisitions and Cost-Redustion/Productivity Initiatives). For 2018, included in Cost of sales (3121 million), Seling,
informational and administrative expenses ($72 millicn) and Research and development expenses (339 million). For 2017, included in Cost of sales (3170
million}, Selling, infermational and administrative expenses (371 million) and Research and devefopment expenses ($38 million). For 2016, primarily inciuded in
Cost of sales ($423 million}, Seffing, informational and administrative expenses {$81 million} and Research and development expenses ($32 million}.

Included in Other {income)/deductions—net (see the Notes to Consolidated Financial Statements—Nale 4. Gther {incomej/Deductions—Net}.

For 2018, included in Cost of sales {$10 million income), Sefling, informational and administrative expenses (3151 million}, Research and development
expenses ($8 million} and Gther {income)/deductions--net ($83 million income}. For 2017, included in Cost of sales ($193 million), Selling, mformational and
administrative expenses ($228 million} and Other {income)/deductions-—net ($278 million). For 2018, primarily included in Cost of sales {$27 million income},
Sefling, informational and administrative expenses (38 million} and Other (ncome)/deductions-—net ($311 million}. For 2018, includes, among other things, (i} a
non-cash $343 million pre-tax gain in Other fincome)/deductions~~net asscciated with our transaction with Bain Capital to create a new biopharmaceutical
company, Cerevel, to continue development of a portfolio of clinical and preclinical stage neurcscience assets primarily targeting disorders of the central
nervous sysiem, {ii} a $119 million charge, in the aggregate, in Selfing, informational and administrative expenses for a special, one-time onus paid to virtually
all Plizer colleagues, excluding executives, which was one of several actions taken by us after evaluating the expected positive net impact of the December
2017 enactment of the legislation commonly referred to as the TCJA, (i) $59 million of incremental costs assaciated with the design, planning and
implementation of the new organizational structure, effective in the beginning of 2019, and primarily include consuiting, legal, tax, and advisory services and (iv}
a non-cash $50 million pre-tax gain in Other {income)/deductions—net as a result of the contribution of our allogeneic chimeric antigen recepior T ceil therapy
development program assets in connection with our contribution agreement entered into with Allogene (see Notes to Consolidated Financial Statements-——Nate
2B. Acquisitions, Divestitures, Assets and Liabililies Held for Safe, Licensing Arrangements, Research and Development and Colfaborative Arrangements,
Equity-Method Investments and Privately Held Investment: Divestitures). For 2017 includes, among other things, {i} a charitable contribution to the Pfizer
Foundation of $200 miilion, which is included in Selling, informational and administrative expenses; (i} $195 miliion in inventory losses, overhead costs related
to the period in which our Puerto Rico plants were not operational, and incremental costs, all of which resulted from hurricanes in Puerto Rico in 2017 and are
included in Cost of safes; {iii) an $81 million loss related to the sale of our 49% equity share in Hisun Pfizer, which is included in Other (incomej/deductions——
net; and (iv} a net loss of $30 million related to the sale of our then 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—net. For 2018, includes, among other things, $150 million paid to Allergan
for reimbursement of Allergan's expenses associated with the terminated transaction, which is included in Gther (income)/deductions——net.

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 2018 was favorably impacted primarily by tax
benefits related to the TCJA, including certain current year tax initiatives as well as adjustments to the provisional estimate of the iegislation, reported and
disclosed within the applicable measurement period, in accordance with guidance issued by the SEC. The amount in 2017 was favorably impacted by tax
benefits primarily asscciated with the remeasurement of deferred tax liabilities, which includes the repatriation tax on deemed repatriated accumutated
post-1886 earnings of foreign subsidiaries associated with the TCJA. The amount in 20116 was favorably impacted by 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 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. See Notes to Consolidated
Financial Statements—~Note 5A. Tax Matters: Taxes on Income from Continuing Gperations.

ANALYSIS OF OPERATING SEGMENT INFORMATION

= =

The following tables and associated notes provide additional information about the performance of our two operating segments for the periods
presented—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 Consolidated Financial Statements—Notfe 1A. Basis of Presentation and Significant Accounting Policies: Basis of
Presentafion, acquisitions and divestitures have impacted our results of operations in 2017 and 2016.
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The following tables provide revenue and cost information by reportable operating segment and a reconciliation of that information to our
consolidated statements of income:

2018
Innovative Essential Non-GAAP  Reconcilin GAAP
(MILLIONS OF DOLLARS) Health {IHY*  Health (EHY®  Other!® Adjusted® Items" Reported
Revenues $ 33,426 $ 20,221 $ — § 53,647 § — § 53,647
Cost of sales 4,140 6,056 934 11,130 118 11,248
% of revenue 12.4% 29.9% * 20.7% * 21.0%
Setling, informationat and administrative
expenses 6,961 2,612 4,659 14,232 223 14,455
Research and development expenses 2,866 837 4,160 7,962 43 8,006
Amortization of intangible assels 219 62 — 281 4,612 4,893
Restructuring charges and certain acquisition-
related costs — — — — 1,044 1,044
Other (income)/deductions-net (1,017) (158) (78) (1,253) 3,369 2,116
Income/(loss) from continuing operations
before provision/{benefit} for taxes on
income $ 20,258 % 10,712 § (9.676) § 21,294 § (9,409) $ 11,885
2017
Innovative Essential . Non-GAA| Reconcilin GAAP
(MILLIONS OF DOLLARS) Health (H)®  Health (EH)®  Other® Adjusted™ ltems™  Reported
Revenues $ 31,422 % 21,124 § - § 52,546  § we § 52,546
Cost of sales 4,091 5,937 750 10,778 449 11,228
% of revenue 13.0% 28.1% * 20.5% * 21.4%
Setlling, informationat and administrative
expenses 6,727 2,898 4,864 14,489 316 14,804
Research and development expenses 2,544 1,052 4,057 7,653 K| 7,683
Amortization of intangible assets 129 65 e 183 4,565 4,758
Restructuring charges and certain acquisition-
related cosis - - - - 331 351
Other (income)/deductions—net (878) {287) 432 {733) 2,150 1,416
Income/{loss) from continuing operations
before provision/{benefit} for taxes on
income § 18,809 § 11,460  ${10,104) $ 20,166  § (7,861} § 12,305
2016
Innovative Essential Non-GAAP Reconc‘rling GAAP
(MILLIONS OF DOLLARS) Health {IH}*  Health (EH)}® Other® Adjusted® ltems* Reported
Revenues $ 20197  § 23627 § - § 52,824 % - 3 52,824
Cost of sales 4,049 6,272 1,301 11,622 699 12,322
% of revenue 13.9% 26.5% * 22.0% * 23.3%
Setlling, informationat and administrative
expenses 6,957 3,296 4,499 14,751 92 14,844
Research and development expenses 2,921 1,237 3,703 7,861 K| 7,892
Amortization of intangible assets 102 26 e 128 3,828 4,056
Restructuring charges and certain acquisition-
related costs - — - - 1,565 1,565
Other (income)/deductions—net (998) {269) 519 {748) 4,543 3,794

Income/{loss) from continuing operations

before provision/{benefit} for taxes on
income $ 16,166 $ 13,085 ${10,021) $ 19,210 $ (10,858) § 8,351

* Indicates calcuiation not meaningful or result is egual to or greater than 100%.

@ Amaunts 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.
The following organizational change impacted our operating segments in 2018:
Effective in the first quarter of 2018, certain costs for Pfizer's StratCO group, which were previously reported in the operating results of our operating segments
and Corporate, are reported in Other Unallocated. StratCO costs primarily include headcount costs, vendor costs and data costs largeiy in support of Pfizer’s
commercial operations. The majority of the StratCO costs reflect additional amounts that our operating segments would have incurred had each segment
operated as a standalone company during the periods presented. The reporting change was made to streamline accountability and speed decision making. in
2017, we reclassified approximately $468 million of costs from H, approximately $176 miflion of costs from EH and approximately $70 million of costs from
Corporate o Other unallocated costs ia confoerm o the current period presentation, and in 2016, we reclassified approximately $312 million of costs from I+,

approximately $167 million of costs from EH and approximately $43 million of costs from Corporate to Other unallocated costs to conform to the current period
preseniation.
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© Other comprises the revenues and costs included in our Adjusted income components {see footnote (c) below} that are managed outside of our two operating
segments and includes the following.

2018
Other Business Activities
. Other
(MILLIONS OF DOLLARS) WRD GPDM Corporate’™  Unatlocated™ Total
Revenues $ — § — $ — — $ —
Cost of sales — — 168 767 934
Selling, informational and administrative expenses — — 3,958 704 4,659
Research and development expenses 2,341 788 957 73 4,160
Amortization of intangible assets — — — — —
Restructuring charges and certain acquisition-related costs — — — — —
Other {income)deductions—net (148) {5) 13 62 (78)
Loss from continuing operations before provision/{benefit)
for taxes on income $ (2,193) $ (784) % (5,096) § (1,603) $ (9.,676)
2017
Other Business Activities
. Other
(MILLIONS OF DOLLARS) WRD® appi Corporate’® Unaflocated™ Totai
Revenues $ - § e - $ - % e
Cost of sales — — 32 718 750
Selling, informational and administrative expenses — (1) 4 159 706 4,864
Research and development expenses 2,402 783 823 50 4,057
Amortization of intangible assets — —_ — —_ —
Restructuring charges and certain acquisition-related costs e e e e e
Other {income)deductions—net {42) (5) 439 40 432
Loss from continuing operations before provision/{benefit)
for taxes on income 3 {2,361) § 77y % {5,452y § (1,514) § (10,104)
2016
Other Business Activities
Other
(MILLIONS OF DOLLARS) WRD" [ = Corporate’™  Unatlocated™ Total
Revenues $ e - § N ] e § .
Cost of sales — — 198 1,103 1,301
Selling, informational and administrative expenses — — 3,957 542 4,499
Research and development expenses 2,359 690 612 41 3,703
Amortization of intangible assets e e e e e
Restructuring charges and certain acguisition-related costs - — - — o
Other {income)/deductions—net {28) (2) 681 {131) 519
Loss from continuing operations before provision/{benefit}
for taxes on income $ {2,332) § (688) $ {5448) $ (1.554) $ (10,021)

O WRD—the R&D expenses managed by our WRD organization, which is generally responsible for research projects for our IH business uniil 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-
based and other platform-services arganizations, 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-event activities.
GPD—the costs associated with our GPD organization, which is generally responsible for the operational execution of clinical trials for both early-stage
assets in the WRD portfolio as well as late-stage assets in the Innovative portfolio. GPD also provides technical support and other services to Pfizer R&D
projects.

Corporate—the costs associated with Corporate, representing platform functions (such as werldwide technology, global real estate operations, legal, finance,
human resources, worldwide public affairs, compliance, and worldwide procurement}, 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 global public health and medical associations, as well as certain compensation and other corporate costs, such as interest income and
expense, and gains and losses on investments. Effective in the first qguarter of 2018, certain costs for StratCO, which were previously reported in the
operating results of our operating segments and Corporate, are reported in Other Unallocated. For additional information, see note {iv} below.

We recognized a net $13 million loss in 2018 in Cost of sales primarily related to euro-denominated losses, partially offset by Japanese yen denominated
gains on forward-exchange contracts designated as cash flow hedges of a portion of our foreign exchange-denominated intercompany forecasted inventory
sales. We recognized a $52 million gain in 2017 as an offset to Cost of sales refated to foreign currency forward-exchange contracts designated as cash flow

(i

(i)
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hedges of a portion of our foreign exchange-denominated intercompany forecasted inventory sales. For additional information, see Notes to Consolidated
Financial Statements—-Note 7F. Financial Instruments: Denvative Financial Instruments and Hedging Activities.

™1 Other Unallocated—other unallocated costs, representing overhead expenses associated 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}. In connection with the StratCO reporting change, in 2017 we reclassified approximately $468 million of costs from IH,
approximately $176 million of costs from EH and approximately $70 million of costs from Corperate to Other unailocated costs to conform to the current
period presentation, and in 20186, we reciassified approximately $312 miliion of costs from IH, approximately $167 million of costs from £H and approximatety
$43 million of costs from Corporate to Other unallocated costs to conform to the current period presentation.

For information purposes only, the following tables present reconciliations of our segment operating results to segment operating results
including estimated Other costs generally associated with each segment for 2018. White we do not manage our segments or have
performance goats 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 refiect the additionat amounts that each of our
operating segments would have incurred had each segment operated as a standalone company during the period presented.

For information purposes only, for 2018, we estimate that Other costs, as described above, for combined WRD and GPD costs of $3.0 biltion,
and combined Corporate and Other Unatlocated costs of $5.8 bittion after excluding (f) net interest-related expense not attributable to an
operating segment included in Corporate (approximately $1.0 billion in Other (income)/deductions——net); and (i) net income from investments
and other assets not attributable to an operating segment included in Corporate {approximately $72 million in Other (income)/deductions—
nef), are generally associated with our operating segments, as follows:

2018
Estimated Other Costs Associated with IH™

innovative Health with

innovative Estimated Other Cosis
Heaith Non- Estimated Associated with
GAAP  Estimated WRDIGPD Corporate/Other innovative Health
(MILLIONS OF DOLLARS) Adjusted®™ ™ i Unallocated™  Non-GAAP Adjusted” ™
Revenues $ 33,426 $ 33,426
Cost of sales 4,140 o 142 4,282
Selling, informational and administrative expenses 6,961 —_ 2,708 9,669
Research and development expenses 2,866 3,097 938 6,201
Amortization of intangible assets 219 (4) 215
Resiructuring charges and cerfain acquisition-relaied
costs — —
Other (income)/deductions—net (1,017) (152) (672) (1,841)
Incomef(loss) from continuing operations before
provision/{benefit) for taxes on income 20,258 (2,945) (3,112) 14,201
2018

Estimated Other Costs Associated with EH"

Essential Health with

Essential Estimated Other Costs
Health Estimated Associated with
Non-GI\}}P Estimated WRD/GPD CorporateIOthgﬁ Essential Hﬁllm
(MILLIONS OF DOLLARS) Adjusted®™ " i} Unallocated" Non-GAAP Adjusted™ "
Revenues $ 20,221 $ 20,221
Cost of sales 6,056 o 792 6,849
Selling, informational and administrative expenses 2,612 —_— 1,952 4563
Research and development expenses 937 32 g2 1,061
Amortization of infangible assels 62 4 66
Resiructuring charges and cerfain acquisition-relaied
costs — —
Other (income)/deductions—net (158) — (192) (351)
Incomef(loss) from continuing operations before
provision/{benefit) for taxes on income 10,712 (32) (2,648) 8,032

" Amount represents the revenues and costs managed by each of our operating segments. The expenses generally include only those costs directly attributabie
to the operating segment. See note (a} above for more information.

I Represents costs not assessed to an operating segment, as business unit {segment) management does not manage these costs. For a description of these

other costs and business activities, see note (b) above.

« WRD/GPD--The information provided for WRD and GPD was substantially all derived from our estimates of the costs incurred in connection 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 methods
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 R&D and manufacturing costs, and, to a lesser extent, specific identification and estimates. Management believes that the allocations of
Corporate and Other Unallocated costs are reasonable.
The estimated Other costs generaily associated with our operating segments do not 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.

See note (c) below for an explanation 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.

(iip

©
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@ \ncludes costs associated with (i) purchase accounting adjustments; (ii} acquisition-related costs; and {iii) certain significant items, which are substantive andfor
unusuad, 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 andfor our Non-GAAP adjusted measure of performance, see the “Non-GAAP Financial Measure {Adjusted Income}’
section of this Financial Review.

innovative Health Operating Segment

2018 vs. 2017

IH Revenues increased $2.0 billion, or 6%, to $33.4 billion, reflecting an operational increase of $1.9 billion, or 6%, and a de minimis impact of
forelgn exchange of $130 mitlion.

The following graph Hlustrates the components of the increase in IH Revenues:

$31.402 §3,103 $130 $33,426
$(1,229)
)
)
2
g
o
T T T
2017 Operational LOE*® Foreign 2018
{excl. LOE™) Exchange

* LOE generally pertains to period-over-period 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 worldwide |H Revenues:

(MILLIONS OF DOLLARS)

IH Revenues, 2017 $ 31,422
Operationai growth/{decline):
Continued growth from certain key brands® 2,815
Growth from recently launched products, including Eucrisa in the U.S., as well as Besponsa and Bavencio, primarily
in the U.S. and developed Europe 195
Growth in our Consumer Healthcare business across all markets 107
Negative impact of the loss of exclusivity of Viagra in the U.S. in December 2017 and the resulting shift in the
reporting of U.S. and Canada Viagra revenues from IH to EH in 2018 (823)
Lower revenues for Enbrel, primarily in most developed Europe markets due to continued biosimilar competition (350)
Lower revenues from the hemophilia portfolio (BeneFIX and Refacto AF/Xyntha}, primarily in developed Europe (t00)
Cther operationatl factors, net 31
Operational growth, net 1.873
Favorable impact of foreign exchange 130
IH Revenues increase 2,004
IH Revenues, 2018 $ 33,426

¥ Cerain key brands represent lbrance, Eliquis, Xeljanz, Prevnar 1 3Prevenar 13, Xtandi, Lyrica—IH and Chantix/Champix. See the “Analysis of the
Consolidated Statements of income-—Revenues-—Selected Product Discussion” section of this Financial Review for product analysis information.

Totat [H revenues from emerging markets increased $507 miltion, or 12%, to $4.9 billion in 2018 from $4.4 bitlion in 2017, reflecting a 16%
operational increase. Foreign exchange had an unfavorable impact of 5% on total IH revenues from emerging markets. The operational
increase in emerging markets was primarily driven by Prevenar 13, lbrance and Eliquis.

Costs and Expenses
= Cost of sales as a percentage of Revenues decreased 0.6 percentage points, primarily driven by the favorabie impact of foreign exchange.

« The increase in Cost of sales of 1% was primarily driven by an increase in royalty expenses based on the mix of products sold and an
increase in sales volumes for various key products within our product portfolio, partialty offset by the favorable impact of foreign exchange.

The increase in Selling, informational and administrative expenses of 3% was primarily driven by additional investment across several of our
key products, primarily Xelfanz, lbrance, Eucrisa and Prevnar 13/Prevenar 13 {pediatric indication), partially offset by a reduction related to
Viagra as a result of the reclassification of Viagra IH to EH and lower healthcare reform expenses.

The increase in Research and development expenses of 13% primarily reflects:
= increased costs associated with the Bavencio program; and
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= increased costs associated with our Phase 3 clinical trials related to our JAK1 inhibitor {which was initiated in December 2017) and the C.
difficile vaccine program {which was initiated in March 2017) as well as increased spending for our 20 valent pneumococcal conjugate

vaccine candidate.

- The favorable change in Other (income)/deductions—net primarily reflects a $116 milion increase in income from collaborations, out-
licensing arrangements and sates of compound/product rights, partially offset by a $13 million decrease in dividend income from our
investment in Viiv.

2017 vs, 2076

IH Revenues increased $2.2 billion, or 8%, to $31.4 billion, reflecting an operationat increase of $2.3 bitfion, ar 8%, partially offset by a de

minimis impact of foreign exchange of $80 million.

Tre following graph #lustrates the components of the increase in IH Revenues:

$3,112
$29,197 $31,422
$(806) $(80)
&
o
2
g
o
T T i
2016 Operational LOE™ Foreign 2017
{excl. LOE®) Exchange

* LOE generally pertains to period-over-period 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:

(MILLIONS OF DOLLARS)

IH Revenues, 2016 $ 29197
Operational growth/{decline):
Continued growth from key brands®™ 1,608
Ibrance 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 finatizing reimbursement agreements in certain developed Europe markets. 993
Increase in Xtandi alliance revenues in the U.S. (September 2016 acquisition 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 smaller remaining “catch up” opportunity compared to
2016, partiatly offset by growth from the pediatric indication. International revenues increased primarily due to the
favorable overall impact of ming 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 indications in the
fourth of quarter 2017. {108)
Cther operationat factors, net 169
Operational growth, net 2,305
Unfavorable impact of foreign exchange {80)
IH Revenues increase 2225
$ 31,422

IH Revenues, 2017
@ Key brands represent Eliuis (globally), as well as Xeljanz and Lyrica—=H {both primarily in the U4.5.}.

Totat IH revenues from emerging markets increased $656 miltion, or 18%, to $4.4 billion in 2017 from $3.7 billion in 2016, reflecting an 18%
operational increase. Foreign exchange had a de minimis impact on total |H revenues from emerging markets.
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Costs and Expenses

= Cost of sales as a percentage of Revenues decreased 0.9 percentage points primarily driven by a favorable change in product mix,
including an increase in alliance revenues, which have no associated cost of sales, partialty offset by an increase in royalty expense, mostly
related to lbrance.

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

The decrease in Selling, informatfonal and administrative expenses of 3% was primarily driven by the non-recurrence of an atlowance for
doubtful trade accounts recelvable, resulting from unfavorable developments with a distributor that was recorded in the first quarter 2016,
tower spending for certain products, primarily Prevnar 13/Prevenar 13 and Viagra (which lost exclusivity in the U.S. in December 2017),
partiafly offset by additional investment across severat of our key products, primarily Eucrisa, lbrance and Xeljanz.

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

= 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,

partiailly offset by increased costs associated with:

= our oncology programs, including clinical trial spend on 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 to
develop and commercialize gene therapy programs for Hemophitia A.

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

> tower royalty income for Enbretf of $470 mitlion, resulting from the expiration on October 31, 2016 of the 36-month royalty period under
the collaboration agreement for Enbret in the U.S. and Canada (the cotlaboration period under the agreement expired on October 31,
2013); and

> a $51 million decrease in Prezista royalties,
partiaily offset by:
= a$256 mition increase in dividend income fram our investment in ViiV; and

= a$176 mition increase in Xtandi royalty income.

Essential Health Operating Segment

2018 vs. 2017

EH Revenues decreased $903 million, or 4% to $20.2 billion, reflecting an operationat decrease of $1.1 billion, or 5%, partially offset by the
favorable impact of foretgn exchange of $180 million, or 1%.

The following graph #lustrates the components of the decrease in EH Revenues:

$21,124 $180 $20,221
= $(549) $(437) $(97)
k)
é
Lgd
T 1 T T
2017 Operational LOE* HIS Foreign 2018
(excl. LOE* and Disposition Exchange

HIS Disposition)

* LOE generally pertains to period-over-period 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 worldwide EH Revenues:

(MILLIONS OF DOLLARS)
EH Revenues, 2017 $

21,124
Operational growth/{decline):

Decline from the Peri-LOE Products portfolio, driven by tower revenues in developed markets (excluding Viagra EH),

primarily due to expected declines in Lyrica in developed Europe and Celebrex and Pristig in the U.S. due to generic

competition (558)
Impact from the SIP portfolio, driven by lower revenues in devetoped markets, primarily due to increased competition

across the portfotio and continued tegacy Hospira product shortages in the U.S. (504)
Impact from the LEP portfolio, driven by lower revenues in developed markets, primarily as a resuit of industry-wide

pricing chatfenges in the U.S. and generic competition (436)

Impact on financial results for the sale of HIS in February 2017. 2018 does not reflect any contribution from HIS
global operations, compared to approximately one month of HIS domestic operations and approximately two months
of HIS international operations in 2017 (97)

Positive impact of Viagra, mostly driven by the shift in the reporting of U.S. and Canada Viagra revenues from IH to
EH in 2018 {(due to the loss of exclusivity of Viagra in the U.S. in December 2017}, partially offset by lower revenues

in developed Europe markets {previously reported in EH) 251
Growth from Biosimilars, primarily from Inflectra in certain channels in the U.S. and developed Europe markets 217
Impact from CentreOne primarily in emerging markets 45

Operationat dectine, net {1,082)
Favorable impact of foreign exchange 180
EH Revenues decrease 903
EH Revenues, 2018 $ 20,221

Totat EH revenues from emerging markets increased $745 million, or 11%, to $7.8 biltion in 2018 from $7.0 bilion in 2017, primarily driven by
11% operational growth from the LEP portfolio and 13% operational growth from the SIP portfolio, partialty offset by a 2% operationat! decline
from the Peri-LOE Products portfolio. Foreign exchange had a de minimis impact on total EH revenues from emerging markets.

Costs and Expenses

The changes in EH expenses below reflect, among other things, the favorable impact of the February 2017 sale of HIS. The operating results
of HIS are included in EH's aperating 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. Operating resuits for EH for 2018 do not
reflect any contribution from HIS global operations.

= Cosf of sales as a percentage of Revenues increased 1.8 percentage points, primarity due to:

= higher sales volume of Inflectra in the U.S. and developed Europe, and higher Pfizer CentreOne sales volumes, both of which carry
higher product costs; and

= tower sales volumes and margins as a result of product losses of exclusivity and generic competition in developed markets,
partiaily offset by:

> tower sales volumes in the SIP portfolio, which carries a higher cost to produce, in developed markets, primarily due to increased
competition across the SIP portfolio and continued legacy Hospira product shortages in the U.S;

e the favorable impact of foreign exchange; and

= the non-recurrence of charges related to a product recall that occurred in 2017,
The increase in Cost of sales of 2% was primarily due to:

= higher sates volumes of Inflectra in the U.S. and developed Ewope, and higher Pfizer CentreOne sales volumes, both of which carry
higher product costs; and

> tower sales volumes in the SIP portfolio, which carries a higher cost to produce, in developed markets, primarily due to increased
competition across the SIP portfolio and continued legacy Hospira product shortages in the U.S.,

partiatly offset by:

> tower sales volumes as a result of product losses of exclusivity and generic competition in developed markets; and

= the non-recurrence of charges related to a product recall that occurred in 2017,

Selfing, informational and administrative expenses decreased 10% mainly due to lower advertising, promotionat and field force expenses,

reflecting the benefits of cost-reduction and productivity iniiatives, and lower general and administrative expenses, partially offset by
additionat investments in China.

Research and development expenses decreased 11%, primarily due to decreased spending for biosimitars as several programs have
reached complietion.

The unfavorable change in Other (income)/deductions-—net primarily reflects the non-recurrence of income from resolution of a contract
disagreement, the non-recurrence of a gain on the redemption of an acquired bond in 2017 and the unfavorable impact of foreign exchange,
partialy offset by an increase in income from collaborations, out-licensing arrangements and sales of compound/product rights.
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2017 vs. 2016

EH Revenues decreased $2.5 bilfion, or 11%, o $21.1 bilion, reflecting an operationat decrease of $2.3 billion, or 10%, and a 1% unfavorable
impact from foreign exchange.

The following graph #lustrates the components of the decrease in EH Revenues:

$23,627 $45
S— $21,124
peaaeadaetd TEEESEEET
0 $(1,308) $(1,062) $(178)
=]
g
o>
T 7 T T
2016 Operational LOE* HIS Foreign 2017
{excl. LOE" and Disposition Exchange

HIS Disposition)

* LOE generally pertains to period-over-period 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 decrease in EH Revenues:

(MILLIONS OF DOLLARS)

EH Revenues, 2016 ) $ 23,627
Disposition:
Approximately one month of HIS domestic operations and approximately two months of HIS international operations
in 2017, compared to twelve months of HIS global operations in 2016 (February 2017 sate} (1,062)

Cther Operationat growth/{decline):

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

Decline from the Sterile Injectable Pharmaceuticals portfotio, primarily due to legacy Hospira product shortages in the

{315)
Decline in the Legacy Established Products portfolio primarily due to generic competition in developed markets {188)
Growth from Biosimilars, primarily from Inflectra in the U.S. and developed Europe markets 209
Other operationat factors, net {13)
COperationat dectine, net {2,325)
Unfavorable impact of foreign exchange {178)
EH Revenues decrease {2,503)
E£H Revenues, 2017 $ 21124

Totat EH revenues from emerging markets increased $323 million, or 5%, to $7.0 bilion in 2017 from $6.7 bitlion 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 HIS in both periods, EH
revenues in emerging markets grew 8% operationally.

Costs and Expenses

The changes in EH expenses below reftect, among other 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 resuits 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

reftect 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 unaliocated to EH as a result of harmonizing the Hospira cost policy, 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 sates than the other EH
products, and the favorable impact of foreign exchange.

+ The decrease in Cost of sales of 5% primarily reftects:
= the favorable impact of the sale of HIS, which had a higher cost of sates than the other EH products;
> the favorabie impact of foreign exchange;
= anet decrease in royalty expense and, to a lesser extent,
> fower volumes driven by, among other things, the SIP portfolio, primarily due to fegacy Hospira product shortages in the U.S.,
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partiaily offset by:

> costincreases reflecting the shift to EH of certain legacy Hospira costs that were previously unaltocated to EH as a result of harmonizing
the Hospira cost policy.

= Selling, informational and administrative expenses decreased 12%, 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, partialty offset by increased spending for biosimilars, primarily
related to the U.S. faunch of Inflectra.

+ Research and development expenses decreased 15% primarily due to decreased spending for biosimilars, the close-out of certain
postmarketing clinicat trials and the favorable impact of the sale of HIS.

= The favorable change in Ofher (income)/deductions—net primarily reflects 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.

ANALYSIS OF THE CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Changes in the components of Accumulated other comprehensive loss reflect the following:

2018

= For Ferefgn currency transiation adjustments, net, primarily reflects the strengthening of the U.S. dollar against the euro, U.K. pound and
Chinese renminbi.

« For Unrealized holding gains/(losses) on derivative financfal instruments, nef and Unrealized holding gains/(losses) on avaflable-for-sale
securifies, net, reflects the impact of fair value re-measurements and the reclassification of amounts into income. For additionat information,
see Notes to Consotidated Financial Statements—Note 1B. Basis of Presentation and Significant Accounting Policies: Adoption of New
Accounting Standards fn 2018 and Notes to Consotidated Financial Statements—~Nofe 7. Financfal instruments.

For Benefit pians: actuarial losses, net, primarily reflects (i} an increase due to the cumulative effect adjustment as of January 1, 2018
resulting from the adoption of a new accounting standard related to certain tax effects from AQCI; {ii} a decrease in actual returns on plan
assets; (it} an increase in our discount rate assumptions; (iv) the amortization of changes in the pension benefit obligation previously
recognized in Other comprehensive income; and (v) the favorable impact of foreign exchange. For additional information, see Notes to
Consolidated Financiat Statements—Note 1B. Basis of Presentation and Significant Accounting Policies: Adoption of New Accounting
Standards in 2018 and Nofe 1. Pension and Postretirement Benefit Plans and Defined Contribution Plans.

« For Tax provision/(benefit) on other comprehensive income/(loss), reflect the reclassification of the stranded tax amounts related to the TCJA
from AOCI to Retained earnings, which was recorded in the first quarter of 2018. For additionat information, see Notes to Consolidated
Financial Statements—~Note 1B. Basfs of Presentation and Significant Accounting Policies—Adogtion of New Accounting Standards and
Notes to Consolidated Financiat Statements—~Note 5E. Tax Matters: Tax Provision/(Benefit) on Other Comprehensive income/{Loss).

2017

= For Ferefgn currency transiation adjustments, net, primarily 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 seli our 40% ownership investment in Teuto and (i)
the sale of our 49% equity share in Hisun Pfizer. For additionat information, see Notes to Consolidated Financiai Statements—Note 2F
Acquisitions, Divestifures, Assets and Liabflities Held for Sale, Licensing Arrangements, Research and Development and Collaborative
Arrangements, Equity-Method Investments and Privately Held investment: Equity-Method investments.

« For Unrealized holding gains/(losses) on derivative financial instruments, net and Unrealized holding gains/{losses) on available-for-sale
securifies, net, reflect the impact of fair vatue re-measurements and the rectassification of amounts into net income. For additionat
information, see Notes to Consolidated Financial Statements—~Notfe 7. Financial Instruments

For Benefit pians: 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; {iif} the amortization of changes in the pension benefit obligation previously
recognized in Other comprehiensive income; and (iv) the unfavorable impact of foreign exchange. For additional information, see Notes to
Consolidated Financiat Statements—~Note 11. Pension and Postretirement Benefit Plans and Defined Contribution Plans.

&

« Forefgn currency translation adjustments, net, primarily reflects the strengthening of the U.S. dollar against the U.K. pound, Chinese
renminbi, Mexican peso, and Argentine peso, partially offset by the weakening of the U.S. dollar against the Australian dollar and Japanese
yen.

« For Unrealized holding gains/(losses) on derivative financfal instruments, nef and Unrealized holding gains/(losses) on avaflable-for-sale
securifies, net, reflects the impact of fair value re-measurements and the reclassification of amounts into net income. For additional
information, see Notes to Consolidated Financial Statements—Nofe 7. Financial instruments.

For Benefit plans: actuarial losses, net, reflects the actuarial iosses 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 {if} higher actual
return on plan assets as compared to the expected return on plan assets. For additionat information, see Notes to Consolidated Financial
Statements—~Note 11. Pension and Postretirerment Benefit Plans and Defined Contribution Plans and the *Significant Accounting Policies and
Appiication of Critical Accounting Estimates and Assumptions—Benefit Plans” section of this Financial Review.
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ANALYSIS OF THE CONSOLIDATED BALANCE SHEETS

For information about certain of our financial assets and tiabilities, including Cash and cash equivalents, Short-termn investments, Long-term
investments, Short-term borrowings, including current portion of long-term debt, and Long-term debt, see the “Analysis of the Consolidated
Statements of Cash Flows” and the “Analysis of Financial Condition, Liguidity and Capital Resources: Selected Measures of Liquidity and
Capitat Resources” sections of this Financial Review and Notes to Consolidated Financial Statements-Nofe 7. Financial instruments.

For information about events and circumstances impacting our tax-related accounts, see Notes to Consolidated Financia!l Statements—~Nofe 5.
Tax Matters.

For a description of changes in Total Equity, see the consolidated statements of equity.

For information related to changes in Accurmulated other comprehensive loss, see the "Analysis of the Consolidated Statements of
Comprehensive Income” section of this Financial Review and Notes to Consolidated Financiat Statements—Note 6. Accumulated Other
Comprehensive Loss, Excluding Noncontrolling interests.

The changes in our asset and liability accounts as of December 31, 2018, compared to December 31, 2017, generally reflect, among other
things, fluctuations in foreign currency exchange rates, the impact of the adoption of new accounting standards in the first quarter of 2018 and
the reclassification to assets and liabilities held for sale in connection with our pending consumer business joint venture with GSK. The following
explanations exclude the impacts of foreign exchange, the adoption of new accounting standards in the first quarter of 2018 and the pending
consumer heaithcare business joint venture with GSK (see Notes to Consolidated Financial Statements—~Note 1B. Basis of Presentatfon and
Significant Accounting Policies: Adoptfon of New Accounting Standards in 2018 and Nofe 2C. Acquisitions, Divestitures, Assefs and Liabilities
Held for Sale, Licensing Arrangements, Research and Development and Collaborative Arrangements, Equity-Method Investments and Privately
Held Investment: Asset and Liabilities Held for Sale for additionat 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 increases for certain products to meet targeted levels in the normal course of business, primarity for
inventory build for supply recovery, new product faunches and the movement of products within our manufacturing network.

For Other current assets, the change reflects an increase in receivables associated with derivative financial instruments, partially offset by
the receipt of a milestone payment related to the first marketing authorization for ertuglifiozin (see Notes to Consolidated Financiat
Statements—~Note 2E. Acquisitions, Divestifures, Assets and Liabilittes Held for Sale, Licensing Arrangements, Research and Development
and Collaborative Arrangements, Equity-Method Investments and Privately Held Investment: Research and Development and Collaborative
Arrangements).

For PP&E, the change primarily reflects capital additions in the normal course of business, partially offset by depreciation during the period
and reductions due to asset impairments targely assoctated with cost reduction initiatives not assoctated with acquisitions (see Notes to
Consolidated Financiat Statements—Note 3. Restructuring Charges and Other Costs Associated with Acquisitions and Cosf-Reduction/
Productivity Initiatives).

For fdentifiable intangible assets, less accumulated amortization, the change primarily reflects amortization for the period and intangible
asset impairment charges {see Notes to Consolidated Financiat Statements—Nafe 4. Other (Income)/Deductions-Net), partially offset by an
intangible asset recorded in connection with the EU approval of Mylotarg (see Notes to Consolidated Financia! Statements—Nofe 10A.
ldentiffable infangfble Assets and Goodwill: Identifiable Intangible Assets).

For Trade accounts payable, the change reflects the timing of purchases and payments in the normal course of business.

For Other current liabilittes, the change reflects an increase in liabiliies associated with:

= payments and accruals in the normal course of business;
- reciassifications from noncurrent liabilities; and

= accruals for restructuring activities associated with our Organizing for Growth initiative {see Notes to Consolidated Financial Statements—
Note 3. Restructuring Charges and Other Costs Associated with Acquisitions and Cost Reduction/Productivity Inftiatives);

partiaily offset by decreases retated to:

= payments for contingent consideration obligations;

> payments to settle certain tegal and product liability obligations;
= payables related to derivative financial instruments; and

= payments for the current portion of obligations recorded in connection with the U.S. approvai of Bosulif, and the EU and U.S. approvals of
Besponsa {see Notes to Consolidated Financial Statements—Note 7E. Financial Instruments: Other Noncurrent Liabilities).

For Pensfon benefit obfigations, net, the decrease primarily reflects the $500 milion voluntary pension contribution we made to the U.S.

Pfizer Consolidated Pension Plan in February 2018 and the impact of an increase in the discount rate used in the measurement of ptan

obligations, partialty offset by a decrease in actual returns on plan assets.

For Other noncurrerit liabilities, the change reflects an increase in liabilities associated with:

> an increase in payables, associated with derivative financiat instruments;

= an increase in liabilities associated with the sale-leaseback of our New York headquarters (see the “Analysis of Financial Condition,
Liguidity and Capital Resources—Selected Measures of Liquidity and Capital Resources—Contractual Obligations” section of this
Financial Review for additional information); and

= achange in the fair value of contingent consideration (see Notes to Consoiidated Financial Statements—~Note 4. Other (Income)/
Deductions—~Net),
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partiaily offset by:
> reclassifications to current liabilities.

+ For Treasury stock, the change reflects open market share repurchases of $8.2 billion in 2018, as well as $4.0 billion paid to Citibank in
March 2018 pursuant to the terms of an accelerated share repurchase agreement. See Notes to Consolidated Financial Statements—~Note
12A. Equity: Common Stock for additionat information.

ANALYSIS OF THE CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31, % Change

(MILLIONS OF DOLLARS) 2018 2017 2016 18117 17116
Cash provided byf{used in):

Operating activities $ 15,827 § 16,802 $ 16,192 (6) 4

Investing activittes 4,525 4,740} (7,791} * {39)

Financing activities (20,441) {13,350} (9,228} 53 45
L e s, o and oosh exuielnts t16) 53 e -
Net decrease in Cash and cash equivalents and restricted cash
and cash equivalents $ (205) $ {1,235y § (1,041} (83) 18

*

Indicates calculation not meaningful or resuit is egual to or greater than 100%.

In the consolidated statements of cash flows, the line item, Other changes in assets and iiabiliffes, net of acquisitions and divestitures, is
presented excluding the effects of changes in foreign currency exchange rates, as these changes do not reflect actuat cash inflows or
outflows, and exctuding any other 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.

2018 v. 2017

Our net cash provided by operating activities was $15.8 billion in 2018, compared to $16.8 bitlon in 2017. The decrease in net cash provided
by operating activities reflects a decrease in net cash generated from net income. The net cash generated reflects the timing of receipts from
customers and payments to vendors in the ordinary course of business.

In 2018, the change in the line item Other adjustments, net primarily reflects, among other items:
« non-recurrence of a non-cash netioss on early retirement of debt under an exchange offer in 2017;

unrealized net gains on equity securities resuiting from the adoption of a new accounting standard on January 1, 2018 related to financial
assets and labilittes {see Notes to Consolidated Financial Statements—Nofe 1B. Basis of Presentation and Significant Accounting Policies:
Adoption of New Accounting Standards in 2018);

a decrease in debt extinguishment costs in 2018 related to early retirement of debt under an exchange offer in 2017, which have been
reciassified from operating to financing activities in 2018 and 2017 in accordance with our implementation of a new accounting standard on
January 1, 2018 related to the classification of debt prepayment and extinguishment costs {see Notes to Consotidated Financial Statements
—Note 1B. Basis of Presentatfon and Significant Accounting Policies: Adoption of New Accounting Standards in 2018);

a non-cash gain associated with our transaction with Bain Capital to create a new blopharmaceutical company to continue development of a
portfolio of clinical and preclinical stage neuroscience assets {see Notes to Consolidated Financial Statements—Note 2B. Acquisitions,
Divestitures, Assets and Liabilities Held for Sale, Licensing Arrangements, Research and Development and Collaborative Arrangements,
Equity-Method Investments and Privately Held Investment: Divestitures); and

a non-cash gain on the contribution of Pfizer's allogeneic CAR T developmental program assets, in connection with our contribution
agreement with Allogene (see Notes to Consolidated Financial Statements—~Note 2B. Acquisitions, Divestitures, Assets and Liabilities Held
for Sale, Licensing Arrangements, Research and Development and Collaborative Arrangements, Equity-Method Investments and Privately
Held Investment: Divestitures),

partiaily offset by:
« decreases in net realized gains on sales of investments in debt and equity securities;

« nettlosses on foreign exchange contracts hedging a portion of our forecasted intercompany inventory sales {that fixes the cost of inventory
tater sold to customers); and

« adecrease in gains on the sale of property, plant and equipment.

In 2018 and 2017, the fine item Other changes in assets and lfabilities, net of acquisttions 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 noncwrrent tiabilities.

For additional information about changes in other assets and liabilities account batances, see the "Analysis of the Consolidated Batance
Sheets” in this Financial Review.
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2017 v. 2016

Our net cash provided by operating activities was $16.8 billion in 2017, compared to $16.2 bitlion 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 contriibutions. In 2017, the change in the #ine item Ofher adjustments, net primarity reflects, among other
items:

« a decrease in the provision for bad debt expense;

+ anincrease in dividends from our investment in ViV reclassified from operating to investing activities;
« anincrease in gains from sales of avaitable-for-sale securities; and

- anincrease in gains on the sale of property, plant and equipment,

partially offset by:

« anon-cash net loss on early retirement of debt under an exchange offer.

In 2017 and 20186, the line item Other changes fn assets and liabilities, net of acquisitions and divestitures, primarily reftects 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 2016, this line item also includes the adjustments necessary to reflect
the payments of certain legal claims accrued in prior periods, including for Protonix-refated matters.

For additional information about changes in other assets and liabilities account batances, see the “Analysis of the Consolidated Batance
Sheets” in this Financial Review.

ing A

2018 v. 2017

Qur net cash provided by investing activities was $4.5 bilion in 2018, compared to net cash used in investing activities of $4.7 billion in 2017.
The change in net cash used in investing activities was primarily attributable to:

+ anincrease in net proceeds generated from the sale of investments of $8.6 billion in 2018 for cash needs; and

+ a decrease in cash used for acquisitions, net of cash acquired of $1.0 billion due to the acquisition of the development and
commercialization rights to AstraZeneca's smalt molecule anti-infectives business and substantially ait of the remaining consideration for the
Medivation acguisition in 2017 (see Notes to Consolidated Financial Statements—~Note 2A. Acquisifions, Divestifures, Assets and Liabilities
Held for Sale, Licensing Arrangements, Research and Development and Collaborative Arrangements, Equify-Method Investments and
Privately Held Investment: Acquisitions).

2017 v. 2016

Our net cash used in investing activities was $4.7 billion in 2017, compared to net cash used in investing activities of $7.8 billion in 2016. The
change in net cash used in investing acliviies was primarily 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
moiecuie 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 Anacor in 2016 {see Notes to
Consolidated Financiat Statements—Note 2A. Acquisitions, Divestitures, Assets and Liabilities Held for Sale, Licensing Arrangements,
Research and Development and Coliaborative Arrangements, Equity-Method Investments and Privately Held Investiment: Acquisttions); and

« anincrease in Other investing activities, 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.

2018 v. 2017

Our net cash used in financing activities was $20.4 billion in 2018, compared to $13.3 billion in 2017. The increase in net cash used in
financing activities was primarily altributable to:

+ $2.3 biliion less proceeds raised from short-term borrowings in 2018, compared to 2017; and
+ higher purchases of common stock of $7.2 billion,

partially offset by:

+ lower repayments on long-term debt of $2.6 billion.

2017 v. 2016
Our net cash used in financing activities was $13.3 bitlion in 2017, compared to $9.2 biltion in 2016. The increase in net cash used in financing

activities was primarily attributable to:

- the issuance of long-term debt of $5.3 billion in 2017, compared to $11.0 biftion in 2016 {see Notes to Consolidated Financial Statements—
Note 7D. Financial Instruments: Long-Term Debt); and

- $7.7 biliion cash dividends paid in 2017, compared to $7.3 billion in the same period in 2016,
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partially offset by:
- lower repayments on fong-term debt of $1.5 billion, compared to 2016; and
+ lower net repayments on short-term borrowings in 2017 of $619 million, compared to 2016.

ANALYSIS OF FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES

We rely largely on operating cash flows, short-term investments, short-term commerciat 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 receivabte, inventories, accounts payable, and other working capital, which allows us to optimize our operating cash flows.
Due to our significant operating cash flows as well as our financial assets, access to capital markets and avaiiable 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 capitat requirements of our operations, including our R&D activities;

« nvestments in our business;

- dividend payments and potential increases in the dividend rate;

« share repurchases;

« the cash requirements associated with our cost-reduction/productivity initiatives;

+ paying down outstanding debt;

« contributions to our pension and postretirement plans; and

+ business-development activities.

Our 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

continue to monitor our Equidity position. We have taken and wilt continue to take a conservative approach to our financial investments. Both
short-term and long-term investments consist primarily of high-quatity, highly liquid, well-diversified available-for-sale debt securities.

Selected Measures of Liquidity and Capital Resources

The following table provides certain relevant measures of our quidity and capitat resources:

As of December 31,

(MILLIONS OF DOLLARS, EXCEPT RATIOS AND PER COMMON SHARE DATA) 2018 2017
Setected financial assets®
Cash and cash equivalents $ 1,139 § 1,342
Short-term investments 17,694 18,650
Long-term investments 2,767 7,015
21,600 27,007
Debt:
Short-term borrowings, including current portion of long-term debt 8,831 9,953
Long-term debt 32,909 33,538
41,740 43,491
Setected net financial tiabitities™ $ (20,140) $ {16,484)
Working capital® $ 18,068 $ 10,714
Ratio of current assets to current liabilities 1.57:1 1.35:1
Totat Pfizer Inc. shareholders’ equity per common share! $ 11.08 $ 11.93

@) 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.

®) The increase in selected net financial liabilites was primarily driven by the decrease in long-term investments used for cash needs, partially offset by the

repayment of debt. We retain a strong financial lquidity position as a result of our net cash provided by operating activities, our high-quality financial asset

portfolio and access to capital markets. For additional information, see the "Credit Ratings" section of this Financial Review.

The increase in working capital was primarily due to;

- the reclassification to assets and liabilities held for sale in connection with our pending consumer business joint venture with GSK {see Notes to Consolidated
Financial Statements—Note 2C. Acquisitions, Divestitures, Assets and Liabilities Heid for Sale, Licensing Arrangements, Research and Development and
Colfaborative Arrangements, Equity-Method investments and Privately Held Investment: Assets and Liabilities Held for Sale);

- a decrease in shori-term borrowings as a result of repayments of commercial paper;

- an increase in inveniory related to increases for certain products {0 meet targeted levels in the normal course of business, primarily for inventory build for supply
recovery, new product launches and the movement of products within our manufacturing network; and

- the timing of accruals, cash receipts and payments in the ordinary course of business,

partially offset by:

- a decrease in Short-term investments mainly driven by the financing requirements for share repurchase activities, dividend payments, capital expenditures and
debt repayment, partially offset by operating cash flow generation. cash from employee stock option exercises and reclassification of long-term to short-term
investments;

- an increase in income taxes payable primarily related to the reclassification of the first federal installment of the repatriation tax previously recorded in
noncurrent liabilities and the timing of accruals in certain major markets in the ordinary course of business; and

- the net impact of foreign currency exchange.

©

@ Represents total Pfizer Inc. shareholders’ equity divided by the actual number of commen shares outstanding (which excludes treasury stock).
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In September 2018, we completed a public offering of $5.0 billion aggregate principat amount of senior unsecured notes (see Nofes fo
Consolidated Financial Statements—Note 7D. Financial instruments: Long-Term Debt).

In December 2017, we exchanged approximately £833 million principat 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 Debt).

In March 2017, we completed a public offering of $1.065 biltion 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 principal amount of senior unsecured notes with a weighted-
average effective interest rate of 0.23% (see Notes to Consolidated Financial Statements—Notfe 7D. Financial instruments: Long-Term Debt).

In November 2016, we completed a public offering of $6.0 biltion aggregate principal amount of senior unsecured notes with a weighted-
average effective interest rate of 3.10%.

In June 2016, we completed a public offering of $5.0 billion aggregate principal amount of senior unsecured notes with a weighted-average
effective interest rate of 2.09%.

For additional information about the sources and uses of our funds, see the “Analysis of the Consolidated Balance Sheets”and "Anatysis of the
Consolidated Statements of Cash Flows”sections of this Financial Review.

Domestic and international Selected Financial Assets

Many of our operations are conducted outside the U.S., and significant portions of our selected financia! assels are held internationally. The
amount of funds heid in U.S. tax jurisdictions can fluctuate due to the timing of receipts and payments in the ordinary course of business and
due to other reasons, such as business-development activities. As part of our ongoing liquidity assessments, we regutarly monitor the mix of
domestic and international cash flows {both inflows and outflows). The changes in tax taw under the TCJA, which includes transitioning U.S.
internationat taxation from a worldwide tax system to a territorial tax system, will also allow us to more easily access our selected financial
assets globally. As a result of the enactment of the TCJA, in 2018 we repatriated the majority of our cash we heid internationally as of year-end
2017.

Two major corporate debt-rating organizations, Moody's and S&P, assign ratings to our short-term and {ong-term debt. A security rating is not a
recommendation to buy, seff 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 table provides the current ratings assigned by these rating agencies to our commercial paper and senior unsecured long-term

debt
Pfizer Pfizer
Commerciat Paper Long-Term Debt
NAME OF RATING AGENCY Rating Rating Qutlook Date of Last Rating Change
Moody's P21 Al Stable October 2009
S&p A-1+ AA Stable October 2009

Debt Capacity—Lines of Credit

We have available lines of credit and revolving credit agreements with a group of banks and other financial intermediaries. We typically maintain
cash and cash equivalent balances and short-term investments in excess of our commerciat paper and other short-term borrowings. As of
Decemnber 31, 2018, we had access to a $7.0 billion U.S. revolving credit facility expiring in 2023, which may be used to support our commercial
paper borrowings. In addition to the U.S. revolving credit facility, our tenders have provided us an additional $553 million lines of credit, of which
$502 million expire within one year. Of these total lines of credit, $7.5 billion were unused as of December 31, 2018.

LIBOR

From time to time, we issue variable rate debt based on LIBOR, or undertake interest rate swaps that contain a variable etement based on
LIBOR. Banks currently reporting information used to set LIBOR wilt stop doing so after 2021, Various parties, including government agencies,
are seeking to identify an alternative rate to replace LIBOR. We are monitoring their efforts, and we will likely amend contracts to accommodate
any replacement rate where it is not already provided.

Global Economic Conditions—General

The globat economic environment has not had, nor do we anticipate it will have, a materiat impact on our tiquidity or capital resources. 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 abitity to meet our fiquidity needs for the foreseeable future. We monitor our liquidity
position continuously in the face of evolving economic conditions. For additional information see the “Overview of Qur Performance, Operating
Environment, Strategy and Outlook—OQur Operating Environment—The Global Economic Environment” section in this Financial Review.
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Global Economic Conditions—Venezuela Operations

Our Venezuela operations continue to operate with the U.S. dollar as the functional currency due to the hyperinflationary status of the
Venezuelan economy.

We used the Venezuelan bolivar soberano rate of 85.87 as our best estimate to revalue our Venezuelan bolivar denominated net monetary
assets. The current DICOM rate is about 3,298.64. Future actions by the Venezuelan government in response to economic uncertainties could
impact the recoverability of our investment in Venezuetla, which could result in an impairment charge and, under extreme circumstances, could
impact our abitity to continue to operate in the country in the same manner as we have historically. We have in Venezueta a few net monetary
assets and $39 million of non-monetary assets, and $11 million of deferred foreign exchange losses reported in the balance sheet in
Accumulated other comprehensive loss——Foreign currency transiation adfustments at November 30, 2018, our international quarter-end.

Global Economic Conditions—Argentina Operations

Our Argentina operations function in a hyperinflationary economy. The impact to Pfizer is not considered matertal.

Contractual Obligations

Payments due under contractual obligations as of December 31, 2018, mature as follows:

Years

(MILLIONS OF DOLLARS) Total 2019 2020-2021 2022-2023 Thereafter
Long-term debt, including current portion® $ 37684 $ 41716 $ 5035 $ 4067 $ 22 907
Interest payments on tong-term debt obligations™ 20,680 1,443 2518 2,330 14,389
Other long-term tiabilites™ 2,798 414 611 549 1,224
Operating teases'” 3,317 300 462 515 2,040
Purchase obligations and other® 3,722 1,322 1,294 337 769
Other taxes payable—deemed repatriated accumutated

post-1986 earnings of foreign subsidiaries® 11,000 800 1,775 1,775 6,650
Uncertain tax positions'® 18 13 — — —

@ 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 Instruments). Commitments under
capital leases are not significant.
Our calculations of expected interest payments incorperate only current period assumptions for interest rates, foreign currency translation rates and hedging
strategies (see Notes to Consolidated Finandial Statements——Note 7. Financial Instruments), and assume that interest is acerued through the maturity date or
expiration of the refated instrument.
Includes expected payments relating to our unfunded U.S. supplemental {non-qualified} pension plans, postretirement plans and deferred compensation plans.
Excludes amounts relating to our 4.5, qualified pension plans and international pension plans, &l 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 canditions on the fair value of the pension plan assets and/or liabilities can be significant. Also, excludes $4.6 billion of liabilities related to
the fair value of derivative financial instruments, legal matters and employee terminations, among other Habilities, most of which do not represent contractual
obligations. See alse eur liquidity discussion above in this “Analysis of Financial Condition, Liquidity and Capital Resources” section, as well as the Notes to
Consolidated Financial Statements——Note 3. Restructuring Charges and Other Costs Associated with Acguisitions and Cost-Reduction/Productivity Initiatives,
Note 7A. Financial instruments: Fair Value Measurements, Note T1E. Pension and Pastretirement Benefit Flans and Defined Contribution FPlans: Cash Flows,
and Nate 17. Cantingencies and Certain Commitments.
Includes future minimum rental commitments under non-canceiable operating leases. These amounts include an agreement we entered in April 2018 to lease
space in an office building in New York City. We wili relocate our global headquarters to this property with occupancy expected beginning in 2022. Our future
minimum rental commitment under this 20-year lease is approximately $1.7 biflion. In July 2018, we completed the sale of our current headquarters buildings. We
also agreed to iease these properties from the buyer while we complete our relocation.
Includes agreements to purchase goods and services that are enforceable and legally binding and includes amounts relating to advertising, information
technology services, employee benefit administration services, and potential milestone payments deemed reasonably likely to occur. Also includes obligations to
make guaranteed fixed annual payments over the next 8 years in connection with the U.S. and EU approvals for Besponsa (35422 million} and an obligation to
make guaranteed fixed annual payments over the next ¢ years for Bosulif ($240 million), both associated with R&D arrangements. For additional information, see
Notes to Consolidated Financial Statements—Note 7E. Financial Instruments: Other Noncurrent Liabilities. Also includes consideration of $175 million paid in
January 2019 related to our purchase of AstraZeneca’s small molecule anti-infective business. For additional information, see Notes to Consolidated Financial
Statements—-Note ZA. Acquisftions, Divestitures, Assets and Liabilities Held for Sale, Licensing Arrangements, Research and Development and Callaborative
Arrangements, Eguity-Method Investments and Privately Heid Investment: Acguisitions.
Represents estimated cash payments related to the TCJA repatriation tax for which we plan to elect, with the filing of our 2018 U.S. Federal Consolidated Income
Tax Return, payment over eight years through 2026 (with the first installment due in April 2019). Our obligations may vary as a result of changes in our uncertain
tax positions and/or availability of attributes such as foreign tax and other credit carryforwards. For additiona! information, see Notes to Consclidated Financial
Statements—Note 5A. Tax Matters: Taxes on Income from Continting Operations and Note 5C. Tax Matters: Deferred Taxes.
9 \ncludes only income tax amounts currently payable. We are unable to predict the timing of tax settlements related to our noncurrent obligations for uncertain tax
positions as tax audits can involve complex issues and the resolution of those issues may span multiple years, particularly if subject to negaotiation or fitigation.

c3

=

o

The above table includes amounts for potential milestone payments under collaboration, licensing or other arrangements, i the payments are
deemed reasonably likely to occur. Payments under these agreements generally become due and payable onty upon the achievement of
certain development, regutatory and/or commercialization milestones, which may span several years and which may never occur.

In 2019, we expect to spend approximately $2.3 bilion on property, plant and eguipment. We rely largely on operating cash fiows to fund our
capital investment needs. Due to our significant operating cash flows, we believe we have the ability to meet our capitat investment needs and
anticipate no delays to planned capital expenditures.
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Off-Balance Sheet Arrangements

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 llabilities 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, 2018, the estimated fair value of our indemnification
obligations was not significant.

Certain of our co-promation or ficense agreements give our licensors or partners the rights to negotiate for, or in some cases to obtain under
certain financial conditions, co-promotion or other rights in specified countries with respect to certain of our products.

Share-Purchase Plans and Accelerated Share Repurchase Agreements

Our December 2015 $11 billion share repurchase program was exhausted in the third quarter of 2018.

In December 2017, the Board of Directors authorized an additiona!l $10 biltion share repurchase program, and share repurchases commenced
thereunder in the third quarter of 2018 {the 2017 program).

On March 12, 2018, we entered into an accelerated share repurchase agreement with Citibank to repurchase $4.0 billion of our common stock.

It December 2018, the Board of Directors authorized a new $10.0 billon share repurchase program to be utilized over time. This new program
is in addition to the $4.2 biltion remaining under the company’s 2017 program authorization as of December, 31 2018. 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 ptans, including our accelerated share repurchase agreements:

(SHARES IN MILLIONS. DOLLARS IN BILLIONS} 2018 2017 2016
Shares of common stock purchased 307 150 154
Cost of purchase $ 12.2 % 50 % 5.0

" Represents shares purchased pursuant to an accelerated share repurchase agreement with Citibank entered into on March 12, 2018, as well as other share
repurchases. For additional information, see Notes to Consolidated Financial Statements—Nate 12. Equity.

*) 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 inta on March 8, 2016. For additional information, see Notes to
Consclidated Financial Statements——Naote 12 Equity.

At December 31, 2018, our remaining share-purchase authorization was approximately $14.2 biition.

In 2019, Pfizer anticipates approximately $9 biltion of share repurchases, which have been completed through February 28, 2019.

On February 7, 2019, we entered into an accelerated share repurchase agreement with GS&Co. to repurchase approximately $6.8 bittion of our
common stock. This agreement was entered into pursuant to our previously announced share repurchase authorization. For additional
information, see Notes to Consolidated Financiai Statements—Note 9. Subsequent Event.

Dividends on Common Stock

We paid dividends on our common stock of $8.0 billion in 2018, $7.7 biltion in 2017 and $7.3 bitlion in 2016. In December 2018, our Board of
Directors declared a first-guarter 2019 dividend of $0.36 per share, payable on March 1, 2019, to shareholders of record at the close of
business on February 1, 2019. The first-quarter 2019 cash dividend will be our 321* consecutive quarterly dividend.

Our 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 vatue. Our dividends are not restricted by debt covenants. While the dividend level remains a decision of
Pfizer’s Board of Directors and wilt 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 ACCCOUNTING STANDARDS
Recently Adopted Accounting Standards

See Notes to Consolidated Financial Statements—~Note 1B. Basis of Presentation and Signfficant Accounting Policfes: Adoption of New

Accounting Standards in 2018.

Recently Issued Accounting Standards, Not Adopted as of December 31, 2018

Standard/Description Effective Date

Effect on the Financiat Statements or Other
Significant Matters

In February 2018, the FASB issued new guidance
on accounting for leases. The new ASU provides
guidance for both lessee and lessor accounting
models. Among other things, the new guidance
requires that a right of use asset and a lease Hability
be recognized for teases with a duration of greater
than one year. Since its issuance, the FASB has
issued several ASUs, including amending the
guidance to offer an additional transition method.

January 1, 2019.

We have substantially completed our review of the
impact of this new gutdance. We will adopt this standard
in the first quarter of fiscal 2019 utilizing the modified
retrospective method, and therefore no adjustments wilt
be made to amounts in our prior period financiat
statements. We expect to recognize approximately $1.5
bilion of additionat assets and corresponding liabilities
on our balance sheet as of the beginning of fiscal 2019
and will record any cumulative effect of adopting the
new standard as an adjustment to the opening balance
of Refained Earnings. We do not expect that this
adjustment to Retained Earnings at adoption will have a
material impact on our consolidated financial
statements. We have aiso assessed the potential impact
of embedded leases on our consolidated financial
statements, given our manufacturing outsourcing,
service arrangements and other agreements. In
connection with this guidance we have designed new
globat processes, technological solutions and refated
controls to provide the appropriate financial accounting
and disclosure data. We 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
cailable debt securities held at a premium. The
new guidance requires the premium to be amortized
to the earliest call date.

January 1, 2019.

We do not have any investments with features subject to
this standard and do not expect this new guidance to
have a material impact on our consotidated financiat
statements.

In July 2017, the FASB issued new guidance on
accounting for certain financial 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 fess than the cusrently stated
strike price of the issued financial instrument or
issues an equity-inked financial instrument with a
strike price below the currently stated strike price of
the issued financial instrument).

January 1, 2019.

We do not have any financial instruments with features
subject to this standard and do not expect this new

uidance to have a material impact on our consolidated
inanciat statements.

In June 2018, the FASE issued new guidance to
simplify the accounting for share-based payments
to nenempioyees by aligning it with the accounting
for share-based payments to employees, with
certain exceptions. Under the guidance, the
measurement of equity-classified nonemployee
awards will be fixed at the grant date.

January 1, 2019.

We do not have any share-based awards issued to
nonemployees and do not expect this new guidance to
have a material impact on our consotidated financiat
statements.

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 GAAP 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.
This standard includes our financial instruments, such
as accounts recsivable, and investments that are
generally of high credit quality.

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 requires us to identify, analyze,
document and support new methodologies for
quantifying expected credit loss estimates for our
financial instruments, using information such as
historicat experience and current economic conditions,
plus the use of reasonable supportable forecast
information.
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Standard/Description Effective Date Effect on the Financial Statements or Other
Significant Matters

In January 2017, the FASB issued new guidance for  January 1, 2020. Earller We do not expect this new guidance to have a material
goodwill impairment testing. The new guidance application is permitted. impact on our consolidated financial statements.
eliminates the requirement to perform a hypothetical

purchase price allocation to measure goodwit

impairment. Under the new guidance the goodwil

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 goodwilt allocated

to that reporting unit.

In August 2018, the FASB issued new guidance January 1, 2020. Earlier We are assessing the impact of the provisions of this
related to customers’ accounting for application is permitted. new guidance on our consolidated financial statements.
implementation costs incurred in a cloud We do not expect this new guidance to have a material
computing arrangement that is considered a impact on our consotidated financial statements.

service contract. The new guidance aligns the
requirements for capitalizing implementation costs in
such arrangements with the requirements for
capitalizing implementation costs incurred to
develop or obtain internal-use software. The new
guidance can be adopted either prospectively or
retrospectively.

In November 2018, the FASB issued new guidance January 1, 2020. Earller We have assessed the impact of the provisions of this
clarifying the interaction between the accounting application is permitted new guidance and do not expect it will have a material
guidance for collaboration agreements and impact on our consolidated financial statements.
revenue from contracts with custemers.
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FORWARD-LCOKING INFORMATION AND FACTORS THAT MAY AFFECT FUTURE RESULTS

This report and other written or orat statements that we make from time to time contain forward-looking statements. Such forward-looking
statements involve substantial risks and uncertainties. We have tried, wherever possibie, to identify such statements by using words such as
“will,” “may,” “could,” “likely,” “ongoing,” "anticipate,” “estimate,” “expect,” “project,” “intend,” "plan,” “believe,” “assume,” “target,” “forecast,”
“guidance,” "goal,” “objective,” “aim,” “seek” and other words and terms of similar meaning or by using future dates in connection with any
discussion of, among 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, study starts, approvals, performance, timing of exclusivity
and potential benefits of Pfizer’s products and product candidates, strategic reviews, capital altocation, business-development plans, the
benefits expected from the reorganization of our commercial operations into three businesses effective at the beginning of our 2019 fiscal
year, our acquisitions and other business development activiies, our ability to successfully capitalize on growth opportunities or prospects,
manufacturing and product supply and plans relating to share repurchases and dividends. |n particutar, these include statements relating to
future actions, business plans and prospects, our acguisittons and other business development activities, our proposed transaction with GSK
to combine our respective consumer healthcare businesses into a new consumer healthcare joint venture, prospective products or product
approvals, owr product pipetine, future performance or resuits 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 regulation and financial results, including, in particular, the anticipated progress in remediation efforts at certain of our Hospira
manufacturing facilities and the expectations related to our supply issues set forth in the “Overview of Our Performance, Operating
Environment, Strategy and Outlook—Qur Business—Product Manufacturing” section of this Financial Review, the benefits expected from the
reorganization of our commerciat operations into three businesses effective at the beginning of our 2019 fiscal year and our expectations
regarding growth set forth in the “Overview of Our Performance, Operating Environment, Strategy and Qutlook—Our Strategy—Organizing for
Growth” section of this Financial Review, the expected timing of completion and benefits of our proposed transaction with GSK to combine our
respective consumer healthcare businesses into a new consumer healthcare joint venture set forth in the "Overview of Qur Performance,
Operating Environment, Strategy and Outiook——Our Business,” “—Our Strategy” and “—Qur Business Development Initiatives” sections of
this Financial Review, the anticipated costs related to our preparations for Brexit set forth in the “Overview of Our Performance, Operating
Environment, Strategy and Qutlook—OQur Operating Environment—The Global Economic Environment” section of this Financiat Review, our
anticipated liquidity position set forth in the “Overview of Our Performance, Operating Environment, Strategy and Outiook-—-Our Operating
Environment—The Global Economic Environment” and the “Anatysis of Financiat Condition, Liguidity and Capital Resources” sections of this
Financial Review, our plans for increasing investment in the U.S. set forth in the “"Overview of Our Performance, Operating Environment,
Strategy and Outiook—OQur Strategy——Capital Allocation and Expense Management—Increasing Investment in the U.S.” section of this
Financial Review, the financial guidance set forth in the "Overview of Our Performance, Operating Environment, Strategy and Outlook—OQur
Financial Guidance for 2019” section of this Financial Review, the anticipated costs and savings, including from our cost-reduction/productivity
initiatives, as well as from our Organizing for Growth initiative, set forth in the "Costs and Expenses—Restructuring Charges and Other Costs
Associated with Acquisitions and Cost-Reduction/Productivity Initiatives” section of this Financial Review and in Notes to Consolidated
Financial Statements——Note 3. Restructuring Charges and Other Costs Associated with Acquisttions and Cost-Reduction/Productivity
Initfatives, the benefits expected from our business development transactions, the planned capital spending set forth in the “Analysis of
Financial Condition, Liquidity 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 generat assets to the Company’s pension,
postretirement and deferred compensation plans during 2019 set forth in the “Analysis of Financial Condition, Liguidity and Capitat
Resources—Selected Measures of Liquidity and Capital Resources—Contractual Obligations” section of this Financial Review and in Notes to
Consolidated Financial Statements—Nafe 11. Pension and Postretirement Benefit Plans and Defined Contribution Plans. Among the factars
that could cause actual results to differ materially from past results and futwre plans and projected future results are the following:

+ the outcome of R&D activities, including, without limitation, the ability to meet anticipated pre-clinicat or clinicat endpoints,
commencement and/or completion dates for our pre-clinicat or clinical triats, regulatory submission dates, regulatory approvat
dates andfor launch dates, as well as the possibility of unfavorabie pre-clinical and clinical trial results, including the possibility of
unfavorable new clinical data and further analyses of existing clinical data;

« the risk we may not be able to successfully address ali of the comments received from reguiatory authorities such as the FDA or
the EMA, or obtain approvat from regulators, which will depend on myriad factors, including such regutator making a
determination as to whether a product's benefits outweigh its known risks and a determination of the product’s efficacy; regutatory
decisions impacting lfabeling, manufacturing processes, safety and/or other matters; and recommendations by technical or
advisory committees, such as the Advisory Committee on Immunization Practices, that may impact the use of our vaccines;

- the speed with which regulatory authorizations, pricing approvals and product launches may be achieved;

+ the outcome of post-approval clinical trials, which could result in the toss of marketing approval, changes in product labeling, and/
or new or increased concerns about the side effects or efficacy of, a product that could affect its availability or commercial
potentiat;

« the success of external business-development activities, including the ability to identify and execute on potential business
development opportunities, the ability to satisfy the conditions to closing of announced transactions in the anticipated time frame
or at all, the ability to realize the anticipated benefits of any such transactions, and the potential need to obtain additionat equity or
debt financing to pursue these opportunities which could result in increased leverage and impact our credit ratings;

- 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;

+ the implementation by the FDA and regutatory authorities in many other countries of an abbreviated tegal pathway to approve
biosimilar products, which coutd subject our biofogic products to competition from biosimitar products, with attendant competitive
pressures, after the expiration of any applicable exclusivity period and patent rights;
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risks related to our ability to develop and launch biosimilars, including risks associated with “at risk” launches, defined as the
marketing of a product by Pfizer before the final resolution of litigation (including any appeals) brought by a third party atleging
that such marketing would infringe one or more patents owned or controlled by the third party, and access challenges for our
biosimilar products where our product may not receive appropriate formutary access or remains in a disadvantaged position
relative to the innovator product;

the ability 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 internationatly;

difficuties or delays in manufacturing, including delays caused by natural events, such as hurricanes; supply shortages at our
facilities; and legal or regulatory actions, such as warning letters, suspension of manufacturing, seizure of product, injunctions,
debarment, volurdary recail of a product or failure to secure product approvals;

« trade buying patterns;
+ the impact of existing and future tegistation and regulatory provisions on product exclusivity;

« trends toward managed care and healthcare cost containment, and our ability to obtain or maintain timely or adeguate pricing or
favorable formulary ptacement 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 legistation, including any reptacement, repeai, modification or invalidation of some or
alt of the provisions of the U.S. Patient Protection and Affordable Care Act, as amended by the Heaith Care and Education
Reconciliation Act;

- U.S. federal or state legistation 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; general budget control actions; the importation of prescription drugs from outside the
U.S. at prices that are regulated by governments of various foreign countries; revisions to reimbursement of biopharmaceuticals
under government programs; restrictions on U.S. direct-to-consumer advertising; limitations on interactions with healthcare
professionals; or the use of comparative effectiveness methodologies 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 products as a result of highly competitive insurance markets;

legistation or regulatory action in markets outside the U.S. affecting pharmaceutical product pricing, reimbursement or access,
including, 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 capitat and exchange controls, economic conditions, expropriation
and other restrictive government actions, changes in intellectuat property tegal protections and remedies, as well as political
unrest, unstable governments and legal systems and inter-governmental disputes;

= contingencies related to actual or alteged environmental contamination;

= claims and concerns that may arise regarding the safety or efficacy of in-line 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;

- the risk of an adverse decision or settlement and the adequacy of reserves related to legal proceedings, including patent litigation,

such as claims that our patents are invalid and/or do not cover the product of the generic drug manufacturer or where one or more

third parties seeks damages andfor injunctive relief to compensate for alfeged infringement of its patents by our commercial or other
activities, product liability and other product-related litigation, including personal injury, consumer, off-fabel promotion, securities,
antittust and breach of contract claims, commercial, environmental, government investigations, employment and other legal
proceedings, including various means for resolving asbestos litigation, as well 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 alt;

our ability to protect our patents and other intellectuat 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 operations, 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 proposals, including further clarifications and/or interpretations of the 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 pharmaceutical supply chain on our revenues and
orn 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 U.K. and the EU, including the
approval and supply of our products;

= any significant issues that may arise refated to the outsourcing of certain operationat and staff functions to third parties, including
with regard to quality, timeliness and compliance with applicable legal or regulatory requirements and industry standards;
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= any significant issues that may arise related to our joint ventures and other third-party business arrangements;
« changes in U.8. generally accepted accounting principles;

« further clarifications andfor changes in interpretations of existing laws and regulations, or changes in taws and regutations, in the
U.S. and other countries;

= uncertainties related to general economic, political, business, industry, regutatory and market conditions including, without
limitation, uncertainties related to the impact on us, our customers, suppliers and lenders and counterparties to our foreign-
exchange and interest-rate agreements of chatlenging giobal economic conditions and recent and possible future changes in
global financial markets; the related risk that our altowance for doubtful accounts may not be adeguate; and the risks related to
volatility of our income due to changes in the market value of equity investments;

= any changes in business, politicat and economic conditions due to actual or threatened terrorist activity in the U.S. and other 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-retated costs, discontinued operations and certain significant items;

- the impact of acquisitions, divestitures, restructurings, internal reorganizations, including the reorganization of our commercial
operations into three businesses effective at the beginning of the company's 2019 fiscal year, any other corporate strategic
initiatives, and cost-reduction and productivity initiatives, each of which requires upfront costs but may fail to yield anticipated
benefits and may result in unexpected costs or organizational disruption;

« the impact of product recalls, withdrawals and other unusuat tems;
- the risk of an impairment charge related to our intangible assets, goodwill or eguity-method investments;
risks related to internal control over financiat reporting;

«+ risks and uncertainties related to acquisitions, including, among other things, the ability to realize the anticipated benefits of those
acquisitions, including the possibility that the expected cost savings and/or accretion from certain of those acquisitions 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 difficuit to maintain business and operational relationships; risks related to our
ability to grow revenues for certain acquired products; significant transaction costs; and unknown liabitities; and

« risks and uncertainties related to our praposed transaction with GSK to combine owr respective consumer healthcare businesses
into a new consumer heatthcare joint venture, including, among other things, risks related to the satisfaction of the conditions to
closing the transaction {including the failure to obtain necessary regulatory and GSK shareholder approvals) in the anticipated
timeframe or at all and the possibitity that the transaction does rnot close, risks refated to the ability to realize the anticipated
bernefits of the transaction, including the possibitity that the expected benefits and cost synergies from the proposed transaction
will not be realized or will not be realized within the expected time period, the risk that the businesses will not be integrated
successfully, the possibility that a future separation of the joint venture may not occur, disruption from the transaction making it
more difficult to maintain business and operational retationships, negative effects of the announcement or the consummation of
the proposed transaction on the market price of Pfizer's common stock and on Pfizer's operating results, significant transaction
costs, unknown liabilities, the risk of litigation andfor regulatory actions related to the proposed transaction, other business effects,
including the effects of industry, market, economic, politicat or regulatory conditions, future exchange and interest rates, changes
in tax and other laws, regulations, rates and policies, future business combinations or disposals and competitive developments.

We cannot guarantee that any forward-looking statement will be realized. Achievement of anticipated results 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 results and those anticipated, estimated or projected.
Investors should bear this in mind as they consider forward-looking statements, and are cautioned not to put undue retiance on
forward-looking statements.

We undertake no obligation to publicly update forward-looking statements, whether as a resuit of new information, future events or otherwise,
except as required by law or by the rutes and regulations of the SEC. You are advised, however, to consuit any further disclosures we make on
related subjects.

Certain risks, uncertainties and assumptions are discussed here and under the heading entitted “Risk Factors” in Part |, ltem 1A. of our Form
10-K for the year ended December 31, 2018. We note these factors for investors as permitted by the Private Securities Litigation Reform Act
of 1995. You should understand that it is not possible to predict or identify all such factors. Consequently, 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 purport to represent the revenues, costs and income from continuing
operations before provision 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.

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 farger 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 andfor effectiveness of a product candidate or a new indication for an in-line product, regulatory authorities may
not share our views and may require additionat data or may deny approval altogether.
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Financial Risk Management

The objective of our financial risk management program is to minimize the impact of foreign exchange rate movements and interest rate
movements on our eamings. We manage these financiat exposures through operationat 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 liabiiities {borrowings). Our net investments in foreign subsidiaries are also subject to currency risk.

On the commercial side, a significant portion of our revenues and earnings is exposed to changes in foreign exchange rates. See the "Our
Qperaling Environment—The Global Economic Environment” section of this Financial Review for the key currencies in which we operate. We
seek to manage our forelgn 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. Where foreign exchange risk cannot be mitigated via
operational means, we may use foreign currency forward-exchange contracts andfor 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, UK. pound, Canadian dollar,
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 andfor foreign currency
debt.

For details about these and other financial instruments, including fair valuation methodologies, see Notes to Consolidated Financial
Statements-—Note 7A. Financial Instruments: Fair Value Measurements.

The fair values of our financial instrument hoidings are analyzed at year-end to determine their sensitivity to foreign exchange rate changes. In
this sensitivity analysis, holding alt other assumptions constant and assuming that a change in one currency’s rate relative to the U.S. dollar
would not have any effect on another currency’s rates retative to the U.S. dollar, if the dollar were to appreciate against all other currencies by
10%, as of December 31, 2018, the expected adverse impact on our net income would not be significant.

We are subject to interest rate risk on our investments and on our borrowings. We manage interest rate risk in the aggregate, while focusing
on Pfizer’s immediate and intermediate Hquidity needs.

With respect to our investments, we strive to maintain a predominantty 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.

We borrow primarily 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.

For details about these and other financial instruments, including fair valuation methodologies, see Notes to Consolidated Financial
Statements—~Note 7A. Financial Instruments: Fair Value Measurements.

The fair values of our financial instrument holdings are anatyzed at year-end to determine their sensitivity to interest rate changes. In this
sensitivity analysis, holding alt other assumptions constant and assuming a paraltel shift in the interest rate curve for all maturities and for alt
instruments, if there were a one hundred basis point decrease in interest rates as of December 31, 2018, the expected adverse impact on our
net income would not be significant.

Equity Price Risk

We hold equity securities with readily determinable fair values in life science companies as a result of certain business development
transactions. While we are hoiding such securities, we are subject to equity price risk, and this may increase the volatility of our income in
future periods due to changes in the fair value of equity investments. From time to time, we will sell such equity securities based on our
business considerations, which may include limiting our price risk.

Our equity securities with readily determinable fair values are analyzed at year-end to determine their sensitivity to equity price rate changes.
In this sensitivity analysis, the expected adverse impact on our net income woutd not be significant.
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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 Hability and other product-related litigation, commercial litigation, environmental claims and proceedings, government investigations
and guarantees and indemnifications {see Notes to Consolidated Financial Statements—Note 17. Contingencfes and Certain Commitments).

Certain of these contingencies could result in losses, including damages, fines and/or civil penalties, which could be substantial, andfor
criminal charges.

We believe that our ctaims and defenses in matters in which we are a defendant are substantial, but littgation is inherently unpredictable and
excessive verdicts do occur. We do not believe that any of these matters wilt have a materiat 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
couid have a material adverse effect on our resuits of operations in the period 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 probable and reasonably estimable. Substantiatly all of our contingencies are subject to significant
uncertainties and, therefore, determining the fikelihood of a loss and/or the measurement of any loss can be compiex. Consequently, we are
unable to estimate the range of reasonably possible loss in excess of amounts accrued. Qur assessments are based on estimates and
assumptions that have been deemed reasonabtle 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

We and certain of our subsidiaries are subject to numerous contingencies arising in the ordinary course of business for tax matters {see Notes
to Consotidated Financiat Statements-—Note 5D. Tax Matfers: 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 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 likelthood of prevaiting on the technical merits of the position to “mare likely than not”; {i#) if
the statute of imitations expires; or {iii) if there is a completion of an audit resulting in a favorable setttement 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 locat 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 retative to the “more-likely-than-not” standard.

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 outcomes, and variation from such estimates could
materially affect our financial statements in the period of setltement or when the statutes of fimitations expire, as we treat these events as
discrete items in the period of resolution. Finalizing audits with the relevant taxing authorities can include formal administrative and legal
praceedings, and, as a result, it is difficult to estimate the timing and range of possible changes refated to our uncertain tax positions, and such
changes could be significant.
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Management’s Report on Internal Control Over Financial Reporting

Management’'s Report

We prepared and are responsible for the financial statements that appear in our 2018 Financial Report. These financiat statements are in
conformity 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 financiat information that is included in this document.

Report on Internal Control Over Financial Reporting

The management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting as defined
in Rules 13a-15{f) and 15d-15(f} under the Securities Exchange Act of 1934. The Company’s internal control over financial reporting is
designed to provide reasonable assurance regarding the reliability 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 internat controt over
financia! reporting includes those policies and procedures that: {§} 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 and that
receipts and expenditures of the Company are being made only in accordance with authorizations of management and directors of the
Company; and {iit} 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, internal controf 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 controis may become inadequate because of changes in conditions or
that the degree of compliance with the policies or procedures may deteriorate. Management assessed the effectiveness of the Company's
internat control over financiat reporting as of December 31, 2018. In making this assessment, management used the criteria set forth by the
Committee of Sponsoring Organizations of the Treadway Commission in Infernal 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, 2018.

The Company's independent auditors have issued their auditors’ report on the Company's internal control over financial reporting. That report
appears in our 2018 Financial Report under the heading, Report of Independent Registered Public Accounting Firm on Internal Controf Over
Financial Reporting.

)4?43# gowfa

Albert Bourla
Chief Executive Officer

g:. o Q. D M O\Kiq%" %‘gy&
Frank D’Amelio L.oretta Cangialosi
Principal Financial Officer Principal Accounting Officer

February 28, 2019
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Audit Committee Report

The Audit Committee reviews Pfizer’s financiat reporting process on behaif of the Board of Directors. Management has the primary
responsibility for the financial statements and the reporting process, including the system of internal controls.

The Committee met and held discussions with management and the independent registered public accounting firm regarding the fair and
comptete presentation of Pfizer’s results and the assessment of Pfizer’s internal controt 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 generally
accepted in the United States of America, and the Committee reviewed and discussed the consolidated financiat statements with management
and the independent registered public accounting firm. The Committee discussed with the independent registered public accounting firm
matters required to be discussed under appiicable Public Company Accounting Oversight Board {PCAQB) 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 disclosures and the letter required by applicable reguirements 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 responsibitities 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 welt as an annual summary of the
overall process.

The Committee discussed with Pfizer's Internal Audit Department and independent registered public accounting firm the overalt scope of and
plans for their respective audits. The Committee meets with the Chief Internal Auditor, Chief Compliance, Quatity and Risk Officer and
representatives of the independent registered public accounting firm, in regular and executive sessions, to discuss the results of their
examinations, the evaluations of Pfizer's internal controls, and the overall quality of Pfizer's financial reporting and compliance programs.

In reliance 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, 2018, 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 2019,

The Audit Committee

Suzanne Nora Johnson, Chair
Dennis A. Ausielio

Joseph J. Echevarria

James C. Smith

February 28, 2019

The Audit Committee Report does not constitute solfeiing material, and shall not be deemed to be flled or incorporated by reference info any
Company filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent that
the Company specifically incorporates the Audit Commiltee 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 Consolidated Financiat Statements

We have audited the accompanying consolidated balance sheets of Pfizer Inc. and Subsidiary Companies {the Company) as of December
31, 2018 and 2017, and the related consolidated statements of income, comprehensive income, equity, and cash flows for each of the
years in the three-year period ended December 31, 2018, and the related notes {collectively, the consolidated financial statements). In our
opinton, the consolidated financiat statements referred to above present fairly, in all material respects, the financial position of Pfizer Inc.
and Subsidiary Companies as of December 31, 2018 and 2017, and the results of their operations and their cash flows for each of the
years in the three-year period ended December 31, 2018, 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 financiat reporting as of December 31, 2018, based on criteria established in Internal Control—Integrated
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO}, and our report dated
February 28, 2019 expressed an unqualified opinion on the effectiveness of the Company's internal control over financiai 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 consolidated 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 taws 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 PCAOB. Those standards require that we ptan 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 consolidated 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. Qur audit also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall consolidated financiat
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

KPMe P

KPMG LLP

We have not been able to determine the specific year that KPMG and our predecessor fiums 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 least 1942,
New York, New York

February 28, 2019
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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.:

Opinion on Internal Control Over Financial Reporting

We have audited Pfizer Inc. and Subsidiary Companies’ {the Company) internal control over financial reporting as of December 31, 2018,
based on criteria established in Internal Control—Integrated Framework {2013) issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COS0). In our opinion, the Company maintained, in all material respects, effective internal controt over financial
reporting as of December 31, 2018, based on criteria established in Internal Control-Integrated Framework {2013) issued by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board {United States) (PCAOB), the
consolidated batance sheets of Pfizer Inc. and Subsidiary Companies as of December 31, 2018 and 2017, and the related consolidated
statements of income, comprehensive income, equity, and cash flows for each of the years in the three-year period ended December 31,
2018, and the refated notes {collectively, the consolidated financial statements), and our report dated February 28, 2019 expressed an
ungualified opinion on those consotidated 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 Control Over
Financial Reporting. Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit.
We 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 regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internat controt over financial reporting was maintained in all material respects. Our audit
included obtaining an understanding of internal control over financial reporting, assessing the risk that a materiat weakness exists, and testing
and evaluating the design and operating effectiveness of internat controt based on the assessed risk. Our audit also included performing such
other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

Befinition and Limitations of Internat Control Over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal control over financial reporting includes those policies and procedures 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 generaily
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 {iii) 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, internal contro! aver 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 compiiance with the policies or procedures may deteriorate.

KPMes LLP

KPMG LLP
New York, New York

February 28, 2019
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Consolidated Statements of Income
Pfizer Inc. and Subsidiary Companies

Year Ended December 31,

(MILLIONS, EXCEPT PER COMMON SHARE DATA) 2018 2017 2016
Revenues $ 53,647 $ 52,546 % 52,824
Costs and expenses:
Cosl of sales™ 11,248 11,228 12,322
Setliing, informational and administrative expenses'” 14,455 14,804 14,844
Research and development expenses® 8,006 7,683 7,892
Amortization of intangible assets 4,893 4,758 4,056
Restructuring charges and certain acquisition-refated costs 1,044 351 1,565
Other (income)deductions—net 2,116 1,416 3,794
Income from continuing operations before provision/(benefit) for taxes on income 11,885 12,305 8,351
Provision{benefit) for taxes on income 706 {9,049) 1,123
Income from continuing operations 11,179 21,353 7,229
Discontinued operations:
Income from discontinued operations—net of tax 10 M 16
Gain on disposal of discontinued operations—net of tax — 3 —
Discontinued operations—net of tax 10 2 17
Net income before allocation to noncontrolling interests 11,188 21,355 7,246
Less: Net income attributable to noncontroliing interests 36 47 31
Net income attributable to Pfizer Inc. $ 11,153 § 21,308 § 7,215
Earnings per common share—basic:
Income from continuing operations attributable to Pfizer Inc. common sharehotders $ 190 $ 357 % 1.18
Discontinued operations--net of tax — e e
Net income attributable to Pfizer Inc. common shareholders $ 190 § 357 § 1.18
Earnings per common share-—diluted:
Income from continuing operations attributable to Pfizer Inc. common shareholders $ 186 $ 352 §$ 1.17
Discontinued operations—net of tax — — —
Net income afttributable to Pfizer Inc. common shareholders $ 187 §$ 352 § 1.17
Weighted-average shares-—basic 5,872 5970 6,089
Weighted-average shares—diluted 5,977 6,058 6,159

) Exclusive of amortization of intangible assets, except as disclosed in Note 1L. Basis of Presentation and Significant Accounting Policies: Amortization of
Intangible Assets, Depreciation and Certain Long-Lived Assets.
Amounts may not add due to rounding.

See Notes to Consolidated Financiat Statements, which are an integrat part of these statements.
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Consolidated Statements of Comprehensive Income
Pfizer Inc. and Subsidiary Companies

Year Ended December 31,

(MILLIONS) 2018 2017 2016
Net income before allocation to noncontrolting interests $ 11,188 § 21355 § 7,246
Foreign currency transtation adjustments, net $ (799) § 1116 § (815)
Reclassification adjustments®® (22) 162 —
(821) 1,278 {815)
Unrealized holding gains/{losses) on derivative financial instruments, net 220 {10} {442)
Reclassification adiustments for {gains)flosses included in net income® 27 {520) 452
247 {530} 10

Unrealized holding gains/{losses) on available-for-sale securities, net (185) 818 248
Reclassification adjustments for {gains)flosses included in net income® 124 {244) {118)
Reclassification adjustments for unreatized gains inciuded in Retained eamings'® (462) — —
(522) 574 130
Benefit ptans: actuarial losses, net (649) {212} {1,888)
Reclassification adjustments related to amortization 242 588 558
Reclassification adiustments related to settlements, net 142 117 127
Other 112 {145} 185
(153) 348 {1,009)

Benefit ptans: prior service {costs)/credits and other, net (€] {2) 184
Reclassification adjustments related to amortization (181) {184} {(173)
Reclassification adjustments related to curtailments, net (19) {18} (26)
Other 2 — 6
(207) {203} {8)
Other comprehensive income/{ioss), before tax (1,457) 1,468 {1,692)
Tax provision/{benefit} on other comprehensive income/{toss) 518 (262) (174)
Other comprehensive income/(loss) before allocation to noncontrolting interests $ (1,975) § 1,730 § (1,518)
Comprehensive income before allocation to noncontrolling interests $ 9,214 $ 23085 $ 5728
Less: Comprehensive income attributabtle to noncontrolling interests 16 62 28
Comprehensive income attributable to Plizer Inc. $ 9188 $ 23023 § 5701

® For the year ended December 31, 2017, the foreign currency translation adjustments reciassified into Other fincome)/deductions—net in the consolidated

statement of income primarily result from the sale of our 40% ownership investment in Teuto and the sale of our 49% equity share in Hisun Pfizer. See Note 2F.

Acquisitions, Divestitures, Assets and Liabilities Held for Sale, Licensing Arrangements, Research and Development and Collaborative Arrangements, Equity-

Method Investments and Privately Held Investment: Equity-Method Investments.

®) Reclassified into Other {income)/deductions—-net and Caost of safes in the consclidated statements of income. For additional information on amounts
reclassified into Cost of sales, see Note 7F. Financial instruments: Derivative Financial instruments and Hedging Activities.

© For additional information, see Note 1B. Basis of Presentation and Significant Accaunting Policies: Adaption of New Accounting Standards in 2018.

“ See Note SE. Tax Matters: Tax Pravision/(Benefit) an Gther Comprehensive Income/{l.oss).

Amounts may not add due to rounding.

See Notes to Consolidated Financiat Statements, which are an integrat part of these statements.
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Consolidated Balance Sheets
Pfizer Inc. and Subsidiary Companies

As of December 31,

(MILLIONS, EXCEPT PREFERRED STOCK 1SSUED AND PER COMMON SHARE DATA) 2018 2017
Assets
Cash and cash equivalents $ 1,139 % 1,342
Short-term investments 17,694 18,650
Trade accounts receivable, less altowance for doubtful accounts: 2018—$541; 20178584 8,025 8,221
Inventories 7,508 7,578
Current tax assets 3,374 3,050
Other current assets 2,461 2,289
Assets held for sale 9,725 12
Totat current assets 49,926 41,141
Long-term investments 2,767 7,015
Property, plant and equipment, tess accumulated depreciation 13,385 13,865
Identifiable intangible assets, less accumulated amortization 35,211 48,741
Goodwill 53,411 55,952
Noncurrent deferred tax assets and other noncurrent tax assets 1,924 1,855
Other noncurrent assets 2,799 3,227
Total assets $ 159,422 § 171,797
Liabiliies and Equity
Short-term barrowings, including current portion of long-term debt: 2018-—8§4,776; 2017—$3, 546 $ 8831 § 9,853
Trade accounts payable 4,674 4,656
Dividends payable 2,047 2,029
Income taxes payable 1,265 477
Accrued compensation and related items 2,397 2196
Other current liabilities 10,753 11,115
Liabilities heid for sale 1,890 —
Totat current liabitities 31,858 30427
Long-term debt 32,909 33,538
Pension benefit obligations, net 5,272 5,926
Postretirement benefit obligations, net 4,338 1,504
Noncurrent deferred tax liabilities 3,700 3,900
Other taxes payable 14,737 18,697
Other noncurrent Habitities 5,850 6,149
Totat liabiliies 95,664 100,141

Commitments and Contingencies

Preferred stock, no par value, at stated value; 27 shares authorized; issued: 2018-—-478; 2017—-524 19 21
Common stock, $0.05 par value; 12,000 shares authorized; issued: 2018--9,332; 2017----9,275 467 464
Additional paid-in capital 86,253 84,278
Treaswry stock, shares at cost: 2018-—3,615; 2017—-3,296 (101,610) (89,425)
Retained earnings 89,554 85,291
Accumulated other comprehensive loss (11,275) {9,321)
Total Pfizer Inc. shareholders’ equity 63,407 71,308
Equity attributable to noncontrolling interests 351 348
Totat equity 63,758 71,656
Totat liabilities and equity $ 159,422 % 171,797

Amounts may not add due to rounding.

See Notes to Consolidated Financial Statements, which are an integrat part of these statements.
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Consolidated Statements of Equity

Pfizer Inc. and Subsidiary Companies

PFIZER INC. SHAREHOLDERS

Preferred Stock

Cornenon Stock

Treasury Stock

Add! AU e - Nor-
Stated Par Paid-In Retained Comp. halders'  controlling Totat

(MILLIONS, EXCEPT PREFERRED SHARES) Shares Value Shares Value Capital Shares Cost Earnings Loss Equity interests Equity
Balance, January 1, 2016 648 § 286 9178 § 458 $81.016 (3.003) $ (79.252y $ 71993 § (9522) $64720 $ 278 $ 64.908
Netincome 7215 7.215 31 7.248
Other comprehensive income/(foss), net of tax (1,514) {1514} {3} (1,518}
Cash dividends declared

Comrmon stock (7.446} {7,446} (7,448}

Preferred stock (2} {2} (2}

Noncontrolling interests — (10} (10}
Share-based payment transactions 52 3 1672 (3) (111} 1,563 1.563
Purchases of common stock (154} (5.000} {5.000) (5.000}
Preferred stock conversions and redemptions (52) (2) (2) —_ — (5) (S}
Other® — — — — — — 13 — 13 — 13
Balance, December 31, 2016 597 24 9,230 461 82685 (3,160) (84,3864} 71774 (11,036) 59,544 296 58,840
Netincome 21.308 21308 47 21.358
Qther comprehensive income/ (foss), net of tax 1,715 1715 14 1730
Cash dividends declared

Comrmon stock (7,769} {7.789) (7,769}

Preferred stock (1} (1) )

Nenconlrolling interests — (9) (@}
Share-based payment transactions!™ 45 2 1597 15 (63} 1536 1,538
Purchases of common stock (150} (5.000} {5.000) (5.000}
Preferred stock conversions and redemptions (73) (3) (3) — 1 (5) (S}
Other — — — — — —
Balance, December 31, 2017 524 21 9,275 464 84,278 (3,296) (89,425} 85,291 (9,321) 71,308 348 71,656
Net income 11,153 11,153 36 11,188
Other comprebensive income/(loss), net of tax {1,855} (1,955} (20} {1,975)
Cash dividends declared:

Common stock {8,060} (8,060} {8,060)

Preferred stock {1} (U)] {f

Noncontrolting interests s (12 {12)
Share-based payment transactions 57 3 1,977 (12} 13 1,983 1,993
Purchases of common stock {307} {12,198} {12,198) {12,198)
Preferred stock conversions and redemptions (46} {2) {3 s o (4} (L))
Other® o B 1,172 1,172 B 1,472
Balance, December 31, 2018 478§ 19 9,332 § 467 $86,253 {3,615) §(101,610} § 89,554 § (11,275} § 63,407 § 351  § 63,758

@ Represents the $13 million cumulative effect of the adoption of a new accounting standard in the fourth quarter of 2016, as of January 1, 2018, for certain elements of the
accounting for share-based payments. For additional information, see Notes to Consolidated Financial Statements—Note 1B. Basis of Presentation and Significant

Accounting Palictes: Adoption of New Accounting Standards in Pfizer's 2016 Financial Report.

® op17 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.
These common share equivalents were paid in the first quarter of 2018.
© Primarily represents the cumulative effect of the adoption of new accounting standards in the first quarter of 2018 for revenues, financial assets and liabilities, income tax
accounting, and the reclassification of certain tax effects from Accumufated other comprehensive income. For additional information, see Notes to Consolidated Financial
Statements--Note 18. Basis of Presentation and Significant Accounting Palicies: Adoption of New Accaunting Standards in Pfizer’s 2018 Financial Report.

Amounts may not add due to rounding.

See Notes to Consolidated Financiat Statements, which are an integrat part of these statements.
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Consolidated Statements of Cash Flows
Pfizer Inc. and Subsidiary Companies

Year Ended December 31,

(MILLIONS) 2018 2017 2016
Operating Activities
Net income before allocation {o nonconirolling interesis $ 11,188 § 21,355 § 7,246
Adjus;m{e_znls to reconcile net income before allocation to noncontrolling interests to net cash provided by operating
activities:
Depreciation and amortization 6,384 6,262 5757
Asset write-offs and impairmenis 3,398 634 1,613
Loss on sale of HIS net assetls 1) 55 1,712
TCJA impact® (596) (10,660) —
Deferred {axes from continuing operations (2,205) {(2,410) {700)
Share-based compensation expense 949 840 691
Benefi plan coniributions in excess of expense (1,095) {861) {712)
Other adjustments, net {1.268) 344 487
Other changes in assets and liabilities, net of acquisitions and divestitures:
Trade accounis receivable (644) 259 {134)
Inventories (717) {357) 365
Other assels (16) 7 (47)
Trade accounis payable 431 46 871
Other liabilities 98 {67) {223)
Other tax accounis, net (78) 1,446 {734)
Net cash provided by operating activities 15,827 16,802 16,182
Investing Activities
Purchases of property, plant and equipment {2,042) {1,956) {1,823)
Purchases of shori-term investments (11,677) (14,596) (15,957)
Proceeds from redemptions/sales of short-term investments 17,581 10,302 29414
Net {purchases of)/proceeds from redemptions/sales of short-term investmenis with original maturiies of three months
o less (3,917) 2,058 (4,218)
Purchases of long-term investments {1,797) (3,537) (8,011)
Proceeds from redemptions/sales of long-term invesimenis 6,244 3,572 11,268
Acquisitions of businesses, net of cash acquired — {1,000) {18,368)
Acquisitions of intangible assets (154) {261) {176)
QOther investing adlivities, net® 288 671 80
Net cash provided by/{used in) investing activilies 4,525 {4,740) {7,791)
Financing Activifies
Proceeds from shori-term borrowings 3,711 8,464 7472
Principal paymentis on short-term borrowings (4,437) (9,847) {5,083)
Net (paymenis on)/proceeds from short-term borrowings with original maturities of ihree months or less (1.817) 1,422 {3,G60)
Proceeds from issuance of long-term debt 4974 5274 10,876
Principal payments on long-term debt {3,566) (6,154) (7,689)
Purchases of common stock {12,198) (5,000) {5,060)
Cash dividends paid (7.978) (7,658) (7.317)
Proceeds from exercise of stock options 1,259 862 1,619
Other financing activities, net (588) {611) {536)
Net cash used in financing aclivities {20,441) {13,350) (9,228)
Effect of exchange-rate changes on cash and cash equivalenis and restricied cash and cash equivalents (116) 53 {215)
Net decrease in cash and cash equivalenis and restricted cash and cash equivalenis (205) (1,235) {1,041)
Cash and cash equivalents and restricled cash and cash equivalentis, beginning 1,431 2,666 3,707
Cash and cash equivalents and restricted cash and cash equivalents, end $ 1,225 $ 1431 $ 2. 666
- Continued -
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Consolidated Statements of Cash Flows
Pfizer Inc. and Subsidiary Companies

Year Ended December 31,
2018 2017 2016

Supplemental Cash Flow Information

Non-cash transactions:

Exchange of $1.1 billion net book value 6.50% U.K. pound-denominated bonds maturing in 2638 for $1.8 billion of
new 2.('2’)35% U.K. pound-denominated bonds maturing in 2043, resuiting in a debt extinguishment loss of $747 s s 5
million — 1,848 —

Receipt of ICU Medical common stock® — 428 —
Promissory note from ICU Medical®™ —_ 75 -

Equily investment in Cbereve‘ Therapeutics, Inc. in exchange for Pfizer's portfolio of clinical and preclinical
neuroscience assets 343 — —

Equily investment in Allogene received in exchange for Pfizer's allogeneic CAR T developmental program assets®™ 92 — —
Cash paid {received) during the pericd for:

Income taxes $ 3655 § 2483 % 2521

Interest 1,311 1,518 1,451

Interest rate hedges (38) {199) {338)

1 As a result of the enactment of the TCJA in December 2017, Pfizer’s Pravision/fbenefit) for taxes on income {i) for the year ended December 31, 2017 was favorably
impacted by approximately $10.7 billion, primarily reflecting the remeasurement of U.S. deferred tax liabilities, which includes the repatriation tax on deemed repatriated
accumulated post-1986 earnings of foreign subsidiaries and (i} for the year ended December 31, 2018 was favorably impacted by approximately $600 million, primarily
related to certain tax initiatives associated with the TCJA, as well as favorable adjustments to the provisional estimates of the legislation. See Note 5A. Tax Matters: Taxes
on income from Continuing Operations for additional information.

B £or additional information, see Nate 2B. Acquisitians, Divestitures, Assets and Liabilities Heid for Sale, Licensing Arrangements, Research and Development and
Collaborative Arrangements, Equity-Method Investments and Privately Held Investment: Divestitures.

) 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.

Amounts may not add due to rounding.

See Notes to Consolidated Financial Statements, which are an integrat 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 2018 Financial Report for terms used throughout the consotidated financial
staterments and refated notes in this 2018 Financial Report.

The consolidated financial statements include our parent company and all subsidiaries, and are prepared in accordance with accounting
principles generaily accepted in the United States of America (U.S. GAAP). The decision of whether or not to consolidate an entity requires
consideration of majority voting interests, as well as effective economic or other contro! over the entity. Typically, we do not seek control by
means other 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. Substantially all unremitted earnings of internationat subsidiaries are free of legal and contractual restrictions. Alt
significant transactions among our businesses have been eliminated. Beginning on January 1, 2018, only taxes paid on intercompany
inventory sales transactions are deferred untit recognized upon the sale of the inventory to a third party, reflecting the adoption of a new
accounting standard in the first quarter of 2018. Prior to the adoption of this new accounting standard in the first quarter of 2018, taxes paid on
intercompany sales transactions were deferred until recognized upon sale of the asset to a third party. See Note 18 for further information.

From the second quarter of our 2016 fiscal year untit the end of 2018, we managed our commercial operations through two distinct business
segments: Pfizer Innovative Heatlth {IH) and Pfizer Essential Heaith {EH). For additional information, see Nofe 18.

Certain amounts in the consolidated financial statements and associated notes may not add due to rounding. All percentages have been
calculated using unrounded amounts.

In the first quarter of 2018, as of January 1, 2018, we adopted eleven new accounting standards. See Note 1B for further information.

Qur recent significant business development activities include:

« On December 19, 2018, we announced that we entered into a definitive agreement with GSK under which we and GSK have agreed to
combine our respective consumer healthcare businesses into a new consumer heatthcare joint venture, which will operate globally under
the GSK Consumer Healthcare name. Assets and Habilities associated with our Consumer Healthcare business were reclassified as held for
sale in the consolidated balance sheet as of December 31, 2018. We expect to complete the transaction during the second haif of 2019,
subject to customary closing conditions, including GSK shareholder approval and required regulatory approvals.

On February 3, 2017, we compieted the sale of our globat infusion systems net assets, HIS, to ICU Medical, a globat device manufacturer,
for up to approximately $900 milion, composed of cash and contingent cash consideration, ICU Medical common stock {ait of which we sold
during 2018) and seller financing. HIS includes [V 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 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 results, and EH’s operating results, for the year ended December 31, 2016
reflect 12 months of HIS global operations. Our financial results, and EH’s operating results, for 2018 do not reflect any contribution from
HIS global operations.

On December 22, 2016, which fell in the first fiscal quarter of 2017 for our internationat operations, we acguired the development and
commercialization fghts to AstraZeneca's smalt molecule anti-infectives business, primarly outside the U.S. for $1,040 million, composed of
cash and contingent consideration. Commencing from the acquisition date, our financial statements refiect 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
resuits, and cash flows for the year ended December 31, 2017 reflect approximately 11 months of the small molecuie anti-infectives
business acquired from AstraZereca.

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). Commencing from the acguisition date, our financial statements
reflect the assets, liabilities, operating results and cash flows of Medivation. In accordance with our domestic and internationat 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 biltion in cash ($4.5 billion, net of cash acquired), plus $698 miltion debt assumed. Commencing from the acquisition date, our financial
statements reflect the assets, liabilities, operating resuits and cash flows of Anacor. In accordance with our domestic and international
reporting periods, our consolidated financial statements for the year ended December 31, 2016 reflect approximately six months of Anacor
operations.

On Aprit 6, 2016, we announced that the merger agreement between Pfizer and Allergan entered into ont 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 gualified as an “Adverse Tax Law Change” under the merger agreement. In connection
with the termination of the merger agreement, on April 8, 2016 {which felt into Pfizer’s second fiscal quarter of 2016), Pfizer paid Altergan
$150 mitlion (pre-tax) for reimbursement of Allergan’s expenses associated with the terminated transaction {see Note 4). Pfizer and Allergan
also released each other from any and all claims in connection with the merger agreement.

For additional information, see Note 2.
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Notes to Consolidated Financial Statements
Pfizer Inc. and Subsidiary Companies

B. Adoption of New Accounting Standards in 2018

On January 1, 2018, we adopted eleven new accounting standards. The quantitative impacts on our prior period consolidated financial
statements of adopting the following new standards are summarized in the tables within the section titted Impacts to our Consolidated
Financial Statements, further below.

Revenues—We adopted a new accounting standard for revenue recognition and changed our revenue recognition policies accordingty.
Generally, the previous revenue recognition standards permitted recognition when persuasive evidence of a contract existed, delivery had
occwrred, and the seller's price to the buyer was fixed or determinable. Under the new standard, revenue is recognized upon transfer of control
of the product to our customer in an amount that reflects the consideration we expect to receive in exchange. We adopted the new accounting
standard utifizing the modified retrospective method, and, therefore, no adjustments were made to amounts in our prior period financial
statements. We recorded the cumulative effect of adopting the standard as an adjustment to increase the opening balance of Retained
earnings by $584 mitfion on a pre-tax basis ($450 million after-tax). This amount includes $500 million {pre-tax) refated to the timing of
recognizing Other (income)/deductions——net primarily for upfront and miestone payments on our collaboration arrangements {$394 million,
pre-tax} and, to a lesser extent, product rights and out-licensing arrangements, and $84 milion {pre-tax) related to the timing of recagnizing
Revenues and Cost of sales on certain product shipments. The impact of adoption did not have a material impact to our consolidated
statement of income for the year ended December 31, 2018 nor on our consolidated balance sheet as of December 31, 2018. For additionat
information, see Note 1G and Note 1H.

Financial Assets and Liabilittes——The new accounting standard related to the recognition and measurement of financial assets and liabilites

makes the following changes to prior guidance and requires:

+ certain equity investments to be measured at fair value with changes in fair value now recognized in net income. However, equity
investments that do not have readily determinable fair values may be measured 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;

- a qualitative assessment of equity investments without readily determinable fair values to identify impairment; and

« separate presentation of financial assets and financiat liabilities by measurement category and form of financial asset on the balance sheet
or in the accompanying notes to the financiat statements.

We adopted the new accounting standard utitizing the modified retrospective method, and, therefore, no adjustments were made to amounts
in our prior period financial statements. We recorded the cumutative effect of adopting the standard as an adjustment to increase the opening
balance of Refained earnings by $462 million on a pre-tax basis ($419 mittion after-tax) related to the netimpact of unrealized gains and
losses primarily on available-for-sate equity securities, restricted stock and private equity securities. In 2018, we recorded net unrealized gains
on equity securities of $477 million, in Other (income)/deductions—net. For additional information, see Note 4 and Note 7.

Presentation of Net Periodic Pension and Postretirement Benefit Cost—\We adopted a new accounting standard that reguires the net periodic
pension and postretirement benefit costs other than the service costs be presented in Other (ncome)/deductions—unef, and that the
presentation be applied retrospectively. We adopted the presentation of the net periodic benefit costs other than service costs by reclassifying
these costs from Cost of sales, Selfing, informational and administrafive expenses, Research and development expenses and Restructuring
charges and certain acquisition-related costs to Other (income)/deductions-—nef. We elected to apply the practicat expedientas it is
impracticable to determine the disaggregation of the cost components for amounts capitalized within Inventories and property, plant and
equipment and amortized in each of those periods. We have therefore reclassified the prior period net periodic benefit costs/(credits} disclosed
in Nofe 11 to apply the retrospective presentation for comparative periods.

As of January 1, 2018, only service costs will be included in amounts capitalized in invenfories or property, plant and equipment, while the
other components of net periodic benefit costs will be included in Other (income)/deductions—unet. For additional information, see Nofe 4 and
Note 11.

Income Tax Accounting—The new guidance removes the prohibition against recognizing current and deferred income taxes for an intra-entity
asset transfer untl the asset has been sold to a third party, unless the asset transferred is inventory. We adopted the standard utilizing the
modified retrospective method, and, therefore, no adjustments were made to amounts in our prior period financial statements. We recorded
the cumulative effect of adopting the standard as an adjustment to decrease the opening balance of Refained earnings by $189 miliion.

Accounting for Hedging Activities—The standard includes the following changes:
« Permits hedge accounting for risk components in hedging relationships involving nonfinancial risk and interest rate risk;

= Changes the guidance for designating fair value hedges of interest rate risk and for measuring the change in fair vatue of the hedged item in
fair value hedges of interest rate risk;

« No longer requires the separate measurement and reporting of hedge ineffectiveness, but requires the income statement presentation of
the earnings effect of the hedging instrument with the earnings effect of the hedged item;

= Permits us to exclude the portion of the change in fair value of a currency swap that is attributable to a cross-currency basis spread from the
assessment of hedge effectiveness; and

« Simplifies hedge effectiveness testing.

We early adopted the new accounting standard on January 1, 2018 on a prospective basis. In 2018, we recorded income of $107 miliion in
Other (income)/deductions—net, whereas this item would have been classified in interest income in prior periods. For additionat information,
see Note 7F.
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Notes to Consolidated Financial Statements
Pfizer Inc. and Subsidiary Companies

Reclassification of Certain Tax Effects from AOCI—We earty adopted a new accounting standard that provides guidance on the
reclassification of certain tax effects from AOCI. Under the new guidance, we elected to reclassify the stranded tax amounts related to the
TCJA from AOCI to Retained earnings. We adopted the new accounting standard utilizing the modified retrospective method, and recorded the
cumutative effect of adopting the standard as an adjustment to increase the opening balance of Refafned earnings by $495 milffon, primarily
due to the effect of the change in the U.S. Federal corporate tax rate. The impact on other stranded tax amounts related to the apptication of
the TCJA was not material to our consolidated financial statements.

Classification of Certain Transactions in the Statement of Cash Flows—We retrospectively adopted an accounting standard that changed the
presentation of certain information in the consolidated statements of cash flows, including the classification of:

« debt prepayment and extinguishment costs, resuiting in an increase in Operating activities—Other adjustments, net and a decrease in
Financing activities—Qther financing activities, net of §7 milllon for the year ended December 31, 2018; and

- accreted interest on the settlement of commercial paper debt instruments, resulting in a decrease in Operating activities——Qther
adfustments, nef, and an increase in Financing activities—Other financing activities, net of $83 million for the year ended December 31,
2018.

The new standard also establishes guidance on the classification of certain cash flows related to contingent consideration in a business

acquisition. Cash payments made soon after a business acquisition date wilt be classified as lnvesting activities, while payments made

thereafter wilt be classified as Financing activities. Payments made in excess of the amount of the original contingent consideration ability wilt
be ctassified as Operaling activities. The adoption of this guidance did not have a material impact to our consolidated financial statements.

Presentation of Restricted Cash in the Statement of Cash Flows—We adopted, on a retrospective basis, the new accounting standard, which

requires that restricted cash and restricted cash equivalents be included with Cash and cash equivalents when reconciling the beginning-of-
period and end-of-period total amounts shown in the consolidated statements of cash flows. As a result, for the year ended December 31,
2018, $2 miltion is presented as a decrease in Cash, cash equivalents, restricted cash and restricted cash equivalents.

quisitions {or disposatls) of assets or businesses. If substantially all of the fair value of the gross assets acquired is
concentrated in a single identifiable asset, the transaction will not qualify for treatment as a business. 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
ability to create outputs, without regard as to whether a purchaser could replace missing elements. In addition, the definition of the term
“output” has been narrowed to make it consistent with the updated revenue recognition guidance. In 2018, there was no impact to our
consofidated financial statements from the adoption of this new standard.

Derecognition of Nonfinanciat Assets—We prospectively adopted the standard, which applies to the full or partial sale or transfer of
nonfinancial assets, including intangible assets, real estate and inventory. The standard provides that the gain or loss is determined by the
difference between the consideration received and the carrying value of the asset. In 2018, there was no impact to our consolidated financiat
statements from the adoption of this new standard.

Accounting for Modifications of Share-Based Payment Awards—We prospectively adopted the standard, which clarifies that certain changes
in the terms or conditions of a share-based payment award be accounted for as a modification. There was no impact to our consolidated
financial statements from the adoption of this new standard.

Impacts to our Consolidated Financial Statements—The impacts on our prior period consolidated financial statements of adopting the new
standards described above are summarized in the foliowing tables:

Adoption of the standard refated to pension and postretirement benefit costs impacted owr prior pertod consolidated statements of income as

follows:
2017
As Previously Effect of Change
(MILLIONS OF DOLLARS) Reported Higherf{Lower) As Restated
Cost of sales $ 11,240 $ 12) $ 11,228
Sefling, informational and administrative expenses 14,784 20 14,804
Research and development expenses 7,657 27 7,683
Restructuring charges and certain acquisition-related costs 487 {136) 351
Qther (income)/deductions—net 1,315 101 1,416
Income from continuing operations before provision for taxes on income 12,305 — 12,305
2016
As Previously Effect of Change
(MILLIONS OF DOLLARS) Reported Higher/{Lower) As Restated
Cost of sales $ 12,329 $ {7 $ 12,322
Selling, informational and administrative expenses 14,837 7 14,844
Research and development expenses 7872 20 7,892
Restructuring charges and certain acquisition-related costs 1,724 {159) 1,565
Qther (income)/deductions—net 3,655 139 3,794
Income from continuing operations before provision for taxes on income 8,361 - 8,351
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Adoption of the standards impacted our consolidated batance sheet as follows:

Effect of New Accounting Standards Higher/{Lower)

As Previously Reclassification
Reported Batance Financiat of Certain Tax Batance at
at December 31, Assets and Income Tax Effects from January 1,
(MILLIONS OF DOLLARS) 2017  Revenues Liabilities Accounting AOQCI 2018
Trade accounts receivable $ 8221 § 13 % — % — 3 — % 8,234
Inventories 7578 {11} s - s 7,567
Current tax assefs 3,060 {11) - (3) - 3,036
Noncurrent deferred tax assefs and
other noncurrent tax assets 1,855 {17} - - - 1,838
Other nioncurrent assets 3,227 — — {204) — 3,023
Qther current liabilities 11,115 {123} — — — 10,992
Noncurrent deferred tax liabilities 3,900 106 s {18) s 3,088
Other noncurrent liabilitfes 6,149 {459) — — — 5,680
Retafned eamings 85,291 450 419 {189) 495 86,466
Accumulated other comprehensive
loss {9,321) —— {419) o {495) (10,235)
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Adoption of the standards related to the classification of certain transactions in the statements of cash flows and the presentation of

restricted cash in the statement of cash flows impacted our consolidated statement of cash flows as follows:

2017
Effect of New Accounting Standards Inflow/
{Qutfiow)
As Previously Cash Flow )
{MILLIONS OF DOLLARS) Reported Classification Restricted Cash As Restated
Operating Activities
Other adjustments, net $ 5 % 204 § — 344
Qther changes in assets and lfabilities, nel of acquisitions
and diveshitures——Other assets (31} - 38 7
Investing Activities
Proceeds fram redemptions/sates of shart-term
investments 10,307 - (3) 10,302
Proceeds from redemptions/sales of long-term
investments 3,594 — (14) 3,579
Other investing activities, net 650 21 — 671
Financing Activities
Princpal payments on shorl-term borrowings {9,990} 43 — (9,947)
Net proceeds from short-term borrowings with original
maturities of three months or less 1,401 20 - 1,422
Qther financing activifies, net {233) (378) — {&11)
Net decrease in cash and cash equivalents and restricted
cash and cash equivalents (1,254} - 19 (1.235)
Cash and cash equivalents and restricted cash and cash
equivalents, beginning 2,595 - 70 2,666
Cash and cash equivalents and restricted cash and cash
equivalents, ending 1,342 — 89 1,431
2016
Effect of New Accounting Standards Inftow/
{Outflow)
As Previously Cash Flow .
(MILLIONS OF DOLLARS) Reported Classification Restricted Cash As Restated
Operating Activities
Other adjustments, net $ 208 $ 278 % e 487
Qther changes in assets and lfabilities, nel of acquisitions
and divesiitures——Other assets (60} - 13 n)
Investing Activities
Proceeds fram redemptions/sates of shart-term
investments 29,436 - (22) 29,414
Proceeds from redemptions/sales of long-term
investments 11,254 - 14 11,268
Qther investing activities, net 51 28 — 80
Financing Activities
Principal payments on short-term borrowings (5,102} 9 e {5,093)
Net (payments on)/proceeds from short-ferm borrowings
with original maturities of three months or less (3,084} 24 - (3,060)
Other financing activifies, net (196} (340) o {536)
Net decrease in cash and cash equivalents and restricted
cash and cash equivalents (1,046} - 5 (1,041)
Cash and cash equivalents and restricted cash and cash
equivalents, beginning 3,641 g 65 3,707
Cash and cash equivalents and restricted cash and cash
equivalents, ending 2,595 e 70 2,666
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The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the consolidated balance sheet
that sum to the total of the same amounts shown in the consolidated statements of cash flows:

December 31, December 31,
(MILLIONS OF DOLLARS) 2018 2017

Cash and cash equivalents $ 1,139 $ 1,342
Restricted cash and cash equivalents in Short-ferm investments 32 e
Restricted cash and cash equivalents in Long-term investments 55 e
Restricted cash and cash equivalents in Other current assets — 14
Restricted cash and cash equivaients in Other noncurrent assets — 75
Total cash and cash equivaients and restricted cash and cash equivaients shown in the consolidated

balance sheets $ 1225 % 1,431

Amounts included in restricted cash represent those required to be set aside by a contractual agreement in connection with ongoing litigation
or to secure delivery of Pfizer medicines at the agreed upon terms. The restriction will tapse upon the resolution of the titigation or the proper
delivery of the medicines.

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 consolidated 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 sold,
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. On the consolidated 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 assels), 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 consofidated statements of income.

Qur estimates are often based on complex judgments and assumptions that we believe to 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 oceur that might cause us to change those estimates and assumptions. 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, litigation, legislation and regulations. We regularly 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 Financiat Statements—~Note 5A. Tax
Matters: Taxes on Income from Continuing Operations.

D. Acquisitions

Our consolidated financiai statements include the operations of acquired businesses after the compietion of the acquisitions. We account for
acquired businesses using the acquisition method of accounting, which requires, among other things, that most 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 values of the net
assels acquired is recorded as goodwill. When we acquire net assets that do not constitute a business, as defined in U.S. GAAP, no goodwit
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 vatue as of the
acquisition date. Fair value is generally estimated by using a probability-weighted discounted cash flow approach. Any liability resuiting 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 recorded in connection with an acquisition can result from a complex series of judgments about future events and uncertainties and
can rely heavity on estimates and assumptions. For information about the risks associated with estimates and assumptions, see Nofe 1C.

We are often required to measure certain assets and Habilities at fair value, either upon initiat recognition or for subsequent accounting or
reporting. For exampie, we use fair value extensively in the initial recognition of net assets acguired in a business combination, when
measuring certain impairment losses and when accounting for and reporting of certain financial instruments. We estimate fair vatue using an
exit price approach, which requires, among other things, that we determine the price that would be received to sell an asset or paid to transfer
a Hability in an orderly market. The determination of an exit price is considered from the perspective of market participants, considering the
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highest and best use of non-financial assets and, for liabilities, assuming that the risk of non-performance will be the same before and after the
transfer.

When estimating fair value, depending on the nature and complexity of the asset or liability, we may use one or all of the following technigues:
« Income approach, which is based on the present vatue 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 Eabilities.

« Cost approach, which is based on the cost to acquire or construct comparable assets, less an allowance for functional andfor econamic
obsolescence.

Qur fair value methodologies depend on the following types of inputs:

+ Quoted prices for identical assets or fiabilities in active markets (Level 1 inputs).

+ Quoted prices for similar assets or liabilities in active markets, or quoted prices for identical or similar assets or liabiities in markets that are
not active, or inputs other than quoted prices that are directly or indirectly observable, or inputs that are derived principally from, or
corroborated by, observable market data by correlation or other means {Level 2 inputs).

« Unobservable inputs that reflect estimates and assumptions {Leve! 3 inputs).

A single estimate of fair value can resuit from a complex series of judgments about future events and uncertainties and can rely heavity on
estimates and assumptions. For information about the risks associated with estimates and assumptions, see Nofe 1C.

F. Foreign Currency Translation

For most of our internationat operations, local currencies have been determined to be the functional currencies. We translate functionat
currency assets and liabilities to their U.S. dollar equivatents at exchange rates in effect as of the balance sheet date and we transiate
functiona! 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/floss). The effects of converting non-functional
currency monetary assets and liabilities into the functional currency are recorded in Other (income)/deductions—net. For operations in highly
inflationary economies, we transtate monetary items at rates in effect as of the balance sheet date, with translation adjustments recorded in
Other (income)/deductions——net, and we transiate non-monetary items at historical rates.

G. Revenues and Trade Accounts Receivable

On January 1, 2018, we adopted a new accounting standard for revenue recognition. For further information, see Nofe 1B.

We recorded direct product sates and/or alllance revenues of more than $1 billion for each of ten products in 2018 and for each of nine
products in 2017 and 2016. In the aggregate, these direct products sales and/or alliance product revenues represent 51% of our revenues in
2018, 46% of our revenues in 2017 and 43% of our revenues in 2016. See Nofe 18C for additionat information. The loss or expiration of
intellectual property rights can have a significant adverse effect on our revenues as our contracts with customers will generally be at lower
selling prices due to added competition and we generally provide for higher sales returns during the period in which individual markets begin to
near the loss or expiration of intellectuat property rights. Owr Consumer Healthcare business includes OTC brands with a focus on dietary
suppiements, pain management, gastrointestinal and respiratory and personal care. We sell biopharmaceutical products after patent
expiration, and under patent, and, to a much lesser extent, consumer healthcare products woridwide to developed and emerging market
countries.

Revenue Recognition—We record revenues from product sates when there is a transfer of contro! of the product from us to the customer. We
determine transfer of controt based on when the product is shipped or delivered and title passes to the customer.

= Cusfomers—-Qur biopharmaceutical products are sold principally to wholesalers but we also sell directly to retailers, hospitals, clinics,
government agencies and pharmacies, and, in the case of our vaccine products in the U.S., we primarily sell directly to the CDC,
wholesalers, individual provider offices, retait pharmacies and integrated delivery networks. Our consumer healthcare customers include
retailers and, to a lesser extent, wholesalers and distributors.

Biopharmaceutical products that ullimately are used by patients are generally covered under governmentat programs, managed care
programs and insurance programs, including those managed through pharmacy benefit managers, and are subject to sales alfowances and/
or rebates payable directly to those programs. Those sales allowances and rebates are generaily negotiated, but government programs
may have legisiated amounts by type of product {(e.g., patented or unpatented).

Qur Sales Contracts—Sates on credit are typically under short-term contracts. Collections are based on market payment cycles common in
various markets, with shorter cycles in the U.S. Sales are adjusted for sales altowances, chargebacks, rebates and sales returns and cash
discounts. Sales returns occur due to loss of exclusivity, product recalls or a changing competitive environment.

Deductions from Revenues—Qur gross product revenues are subject to a variety of deductions, which generally are estimated and
recorded in the same period that the revenues are recognized. Such variable consideration represents chargebacks, rebates, sales
altowances and sales returns. These deductions represent estimates of the related obligations and, as such, knowledge and judgment is
required when estimating the impact of these revenue deductions on gross sales for a reporting period.

Specifically:

« Inthe U.S., we sell our products to distributors and hospitals under our sales contracts. However, we also have contracts with managed
care or pharmacy benefit managers and legislatively mandated contracts with the federal and state governments under which we provide
rebates to them based on medicines utilized by the lives they cover. We record provisions for Medicare, Medicaid, and performance-based
contract pharmaceutical 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 ratio is

82 2018 Financial Report

17.08.2020 kI 12:48 Brgnngysundregistrene Side 90 av 171



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 986210229

Notes to Consolidated Financial Statements
Pfizer Inc. and Subsidiary Companies

evaluated regutarly to ensure that the historical 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 ulilization that is expected to result from the discount in the coverage gap.
We evaluate this estimate regutarly to ensure that the historical rends 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 sates allowances are contractual or legislatively 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 pharmaceuticat 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 obtain
third-party information that helps us to monitor the adequacy of these accruals.

Provisions for pharmaceutical chargebacks {primarily reimbursements to U.S. wholesalers for honoring contracted prices to third parties)
closely approximate actual amounts incurred, as we settte these deductions generally within two to five weeks of incurring the liability.

Provisions for pharmaceutical sates returns are based on a calculation for each market that incorporates the following, as appropriate: locat
returns policies and practices; historical returns as a percentage of sales; an understanding of the reasons for past returns; estimated shelf
tife by product; an estimate of the amount of time between shipment and return or lag time; and any other factors that could 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 simitar incentives programs to
predict customer behavior.

Qur accruals for Medicare rebates, Medicaid and related state program rebates, performance-based contract rebates, chargebacks, sates
allowances and sales returns and cash discounts totaled $5 .4 biltion as of December 31, 2018 and $4.9 biltion as of December 31, 2017

The following table provides information about the batance sheet classification of these accruals:

As of December 31,

(MILLIONS OF DOLLARS) 2018 2017
Reserve against Trade accounts receivable, less allowance for doubtful accounts $ 1,288 3 1,352
Other current liabilities:
Accrued rebates 3,208 2,674
Other accruals 531 512
Other noncurrent liabilities 399 385
Total accrued rebates and other accruals $ 5426 § 4,923

The accrued rebates increased from the prior year-end due to an increase in Medicare rebates driven by increased sales of IH products
through this channel.

Amounts recorded 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 coflected from customers relating to product sales and remitted to governmental authorities are excluded from Revenues.

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 portfotio determined on the basis of historical experience,
specific alfowances for known troubled accounts and other current information. Trade accounts receivabie are written off after ali reasonable
means to collect the full amount {including litigation, where appropriate} have been exhausted.

H. Collaborative Arrangements

Payments to and from our colfaboration partners are presented in our consolidated statements of income based on the nature of the
arrangement {inchuding its contractua! terms), the nature of the payments and applicable accounting guidance. Under co-promotion
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 receive a share of their net sales or profits. Alliance revenues are recorded as
we perform co-promotion services for the collaboration and the cotiaboration partners sell the products to their customers within the applicable
period. The related expenses for selling and marketing these products are included in Sefling, informational and administrative expenses. In
collaborative arrangements where we manufacture a product for our coltaboration partners, we record revenues when we transfer controt of
the product to our collaboration partners. In coltaboration arrangements where we are the principal in the transaction, we record amounts paid
to collaboration partners for their share of net sales or profits earned, and all royalty payments to collaboration partners as Cost of sales.
Royalty payments received from collaboration partners are included in Other (fncome)/deductions—net.

Reimpursements to or from our coliaboration partners for development costs are recorded net in Research and development expenses.
Upfront payments and pre-approval milestone payments due from us to our collaboration partners in development stage collaborations are
recorded as Research and development expenses. Mitestone payments due from us to our collaboration partners after regulatory approval
has been attained for a medicine are recorded in /dentifiable intangible assets—Developed techinology rights. Upfront and pre-approval
milestone payments earned from our coltaboration partners by us are recognized in Other (income)/deductions—net over the development
period for the collaboration products, when our performance obligations include providing R&D services to our cotlaboration partners. Upfront,
pre-approval and post-approval milestone payments earned by us may be recognized in Other (income)/deductions—net immediately when
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earned or over other periods depending upon the nature of our performance obligations in the applicable collaboration. Where the milestone
event is regutatory approval for a medicine, we generally recognize milestone payments due to us in the transaction price when regulatory
approval in the applicable jurisdiction has been attained. We may recognize mitestone payments due to us in the transaction price eatlier than
the milestone event in certain circumstances when recognition of the income would not be probable of a significant reversal.

On January 1, 2018, we adopted a new accounting standard on revenue recognition {see Nofe 7B). As a result of the adoption, we recognized
the following cumutative effect adjustments related to collaboration arrangements to Retained earnings:

$394 mition (pre-tax) for coltaborative arrangements where upfront, pre-approval and regulatory approval milestone payments received
from our coilaboration partners are recognized in Other (income)/deductions-—net over a reduced period. Under the new standard, the
income from upfront and pre-approval milestone payments due to us is typically recognized over the development period for the
collaboration when our performance obligation, in addition to granting a license, is to provide R&D services to our collaboration partners,
and major regulatory approval milestones are typically recognized immediately when earned as the refated development period has ended.
The income from upfront and milestone payments is typically recognized immediately as earned if our performance obligation, in addition to
granting a ticense, is only for commercialization activities. Under the old standard, this income was recognized over the combined
development and estimated commercialization {including co-promotion) period for the collaboration products.

$82 mitfion {pre-tax} for collaborative arrangements where we manufacture products for our coltaboration partners and recogrize Revenues
and Cost of sales for product shipments at an earlier point in time. Under the new standard, revenue is recognized when we transfer control
of the products to our collaboration partners. Under the oid standard, revenue was recognized when our collaboration partners selt the
products and transfer tifle to their third party customers.

. 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 actuat cost. We reguiarly review our inventories for impairment and reserves are established when necessary.

J. Selling, Informational and Administrative Expenses

Seliing, informational and administrative costs are expensed as incurred. Among other things, these expenses include the intemnal and
external costs of marketing, adverlising, shipping and handiing, information technology and legal defense. Advertising expenses totaled
approximately $3.1 billion in 2018, $3.1 biilion in 2017 and $3.2 billion in 2016. 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.

K. 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 $197 milion in 2018, $169 miltion in 2017 and
$82 million in 2016. For additional information, see Note 2E.

L. Amortization of Intangible Assets, Depreciation and Certain Long-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 land and construction in progress, are
depreciated on a straight-line basis over the estimated useful life of the individuat 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.

ldentiffable intangible assets, less accumulated amortization—These acquired assets are recorded at fair value. Intangible assets with finite
lives are amortized on a straight-ine basis over their estimated useful tives. Intangible assets with indefinite tives that are associated with
marketed products are not amortized until a usefut life can be determined.

« Goodwill—Goodwill represents the excess of the consideration transferred for an acquired business over the assigned values of its net
assets. Goodwill is not amortized.

Amortization expense related to finite-lived acquired intangible assets that contribute to our ability to sell, manufacture, research, market and
distribute products, compounds and inteltectual property is included in Amortization of intangible assets as these intangible assets benefit
muitipte business functions. Amortization expense retated to intangible assets that are associated with a single function and depreciation of
property, plant and equipment are inctuded in Cost of sales, Seilling, informatfonal and adminisirative expenses and/or Research and
development expenses, as appropriate.

We review all of our long-lived assets for impairment indicators throughout the year. We perform impairment testing for indefinite-ived
intangible assets and goodwill at least annuatly and for alt other long-tived 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.
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Specifically:

« For finite-tived intangible assets, such as developed technology rights, and for other tong-lived assets, such as property, plant and
equipment, whenever impairment indicators are present, we caiculate the undiscounted value of the projected cash flows associated with
the asset, or asset group, and compare this estimated amount to the carrying amount. If the carrying amount is found to be greater, we
record an impairment loss for the excess of book value over fair value. In addition, in alt cases of an impairment review, we re-evaluate the
remaining useful lives of the assets and modify 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 loss, i 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 vaiue to its book value. If the carrying
amount is found to be greater, we then determine the implied fair value of goodwitl by subtracting the fair value of alt the identifiable net
assets other than goodwilt from the fair value of the reporting unit and record an impairment loss, if any, for the excess of the book value of
goodwii 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. Far information about the risks associated with estimates and assumptions, see Note 1C.

M. 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 well as certain other costs associated with acquiring and integrating an acguired business. If the
restructuring action resuits in a change in the estimated usefut tife of an asset, that incremental impact is classified in Cost of sales, Selling,
informational and administrative expenses and/or Research and development expenses, as appropriate. Termination costs are generally
recorded when the actions are probabte and estimable. Transaction costs, such as banking, legal, accounting and other similar costs incurred
in connection with a business acguisition 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 assumptions. For information about the risks associated with estimates and assumptions,
see Note 1C.

N. Cash Equivalents and Statement of Cash Flows

On January 1, 2018, we adopted standards related to the classification of certain transactions in the statements of cash flows and the
presentation of restricted cash in the statement of cash flow. For further information, see Nofe 1B.

Cash equivalents include items almost as liguid as cash, such as certificates of deposit and time deposits with maturity periods of three
months or {ess when purchased. If iters meeting this definition are part of a larger investment pool, we classify them as Shorf-term
investments.

Cash flows associated with financial instruments designated as fair value or cash flow hedges may be included in operating, 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 gualify for hedge accounting treatment are classified according to their purpose and accounting nature.

0. Investments and Derivative Financial Instruments

On January 1, 2018, we adopted new accounting standards for financial assets and #iabilities as well as accounting for hedging activities. For
further information, see Nofe 1B.

Our investments are comprised of the following: trading funds and securities, available-for-sale securiies, 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 carrled at fair value, with changes in fair value reported in Other (income)/deductions-—net.

Available-for-sale debt 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 carrted at amortized cost.

Private equity securities are carried at equity-method or at cost. For additional information, see Nofe 18. 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.

Reatized gains or losses on sates 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.
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Derivative financial instruments are carried at fair value in various balance sheet categories {see Note 7A), with changes in fair value reported
in Net income or, for derivative financial instruments in certain qualifying hedging retationships, in Other comprehensive income/(loss) {see
Note 7F).

A single estimate of fair value and impatrment 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.

P. Tax Assets and Liabilities and Income Tax Contingencies

On January 1, 2018, we adopted new accounting standards for income tax accounting as well as reclassification of certain tax effects from
AQCI. For further information, see Note 1B.

Current tax assets primarily includes income tax receivables that are expected to be recovered either as refunds from taxing authorities or as a
reduction to future tax obligations.

Deferred tax assets and Habilitles 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 TCJA enacted in December 2017. We provide a valuation
allowance when we believe that our deferred tax assets are not recoverable based on an assessment of estimated future taxable income that
incorporates ongoing, 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
consolidated batance sheet.

Other taxes payable in our consolidated balance sheet as of December 31, 2018 includes liabilities for uncertain tax positions and the
noncurrent portion 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, with the filing of our 2018 U.S. Federal Consolidated Income Tax Return, payment over eight years
through 2028. 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 mare 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% Hkely of being reatized upon settlement, presuming that the tax position is examined by the appropriate
taxing authority that has full knowledge of alt 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 likely than not”; {if} if the statute of limitations expires; or (i) 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 resuits of audits of federal, state and local and foreign income tax filings, statute of limitations expirations, changes
and ctarification in tax law or receipt of new information that would either increase or decrease the technical merits of a position refative to the
more-tikely-than-not standard. Liabilities associated with uncertain tax positions are classified as current only when we expect to pay cash
within the next 12 months. Interest and penaities, if any, are recorded in Provision/(benefit) for taxes on income and are classified on our
consolidated batance sheet with the related tax liability.

Amounts recorded for valuation allowances and income tax contingencies can result from a compiex 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. Pension and Postretirement Benefit Plans

On January 1, 2018, we adopted a new accounting standard for the presentation of net periodic pension and postretirement benefit cost. For
further information, see Nofe 1B.

The majority of our employees worldwide are covered by defined benefit pension plans, defined contribution plans or both. In the U.S., we
have both IRC-qualified and supplementa! (non-guatified} defined benefit plans and defined contribution plans, as well as other postretirement
benefit plans consisting primarily of medical insurance for retirees and their eligible dependents. We recognize the overfunded or underfunded
status of each of our defined benefit plans as an asset or liability on our consolidated batance sheet. The obligations 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 obligations may include assumptions such as expected employee turnover and participant mortality. For our
pension plans, the obligation may also include assumptions as to future compensation tevels. For our other postretirement benefit plans, the
obligation may include assumptions as to the expected cost of providing medical insurance benefits, as welt 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 pension and
postretirement benefit costs other than the service costs are recognized in Other (fncome)/deductions—net.

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 associated with estimates and assumptions,
see Note 1C.
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R. 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,
product liability and other product-related litigation, commerciat litigation, environmental claims and proceedings, government investigations
and guarantees and indemnifications. We record accruals for these contingencies to the extent that we conclude that a toss is both probabie
and reasonably estimable. If some amount within a range of toss 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 Nofe 1C.

S. Share-Based Payments

Qur 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, Selling,
informational and administrative expenses andfor Research and development expenses, as appropriate.

Amounts recorded for share-based compensation 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 assoclated with estimates and assumptions, see Nofe 7C.

Note 2. Acquisitions, Divestitures, Assets and Liabilities Held for Sale, Licensing Arrangements,
Research and Development and Collaborative Arrangements, Equity-Method Investments and
Privately Held Investment

A. Acquisitions
AstraZeneca’s Smail Motecute Anti-Infectives Business {(EH)

On December 22, 2016, which felt 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., including the commercialization
and development rights to the marketed products Zavicefta™ {ceftazidime-avibactam), Merrem™/Meronem™ {meropenem) and

Zinforo™ (ceftaroline fosamit), and the clinica! development assets ATM-AVI and CXL {ceftaroline fosamil-AVI). In 2017, under the terms of the
agreement, we made payments of approximately $605 million to AstraZeneca related to the transaction. We made an additional milestone
payment of $125 miltion in our first fiscal quarter of 2018 and we made a deferred payment of $175 million to AstraZeneca in January 2019. In
addition, we may be required to pay an additional milestone payment of $75 million if the related milestone is achieved prior to December 31,
2021, and up to $600 miltion if sales of Zavicefta™ exceed certain threshoids prior to January 1, 2026, as well as tlered royaities on sales of
Zavicefta™ and ATM-AVI in certain markets for a period ending on the tater of 10 years from first commerciai sate or the loss of patent
protection or loss of regutatory exclusivity. The total royalty payments are unlimited during the royalty term and the undiscounted payments are
expected to be in the range of approximately $327 million to $553 million. The total fair value of consideration transferred for AstraZeneca’s
small molecule anti-infectives business was approximately $1,040 million inclusive of cash pald of $555 million and the fair value of contingent
consideration of $485 million (which is composed of the deferred payment, the $50 million milestone payment made in the second quarter of
2017, the $125 million milestone payment made in our first fiscal quarter of 2018 and the future expected milestone and royalty payments). In
connection with this acquisition, we recorded $894 million in /dentifiable infangible assets, consisting of $728 million in Developed fechnology
rights and $166 million in /PR&D. We also recorded $92 million in Other current assets related to the economic vaiue of inventory which was
retained by AstraZeneca for sale on our behalf, $73 million in Goodwill and $19 mition of net deferred tax liabilites. The final allocation of the
consideration transferred to the assets acquired and the liabilities assumed has been completed.

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 biltion in cash ($13.9 billion, net of cash acquired). Of this consideration, approximately $365 mitlion was not paid as of
December 31, 2016, and was recorded in Other current liabiflities. The remaining consideration was paid as of December 31, 2017. Medivation
is a whollty-owned subsidiary of Pfizer. Medivation is a biopharmaceutical company focused on developing and commercializing smatl
molecules for oncology. Medivation’s portfolio includes Xtandi {enzalutamide), an androgen receptor inhibitor that blocks muitiple steps in the
androgen receptor signaling pathway within tumor cells. Xtandi is approved for the treatment of castration-resistant prostate cancer. In the
third quarter of 2018, upon the approvat of Xtandi in the U.S. for the treatment of men with non-metastatic castration-resistant prostate cancer,
we transferred the remaining IPR&D value of Xtandi to Developed technology rights {see Note 10A). Xtandi is being developed and
commercialized through a collaboration with Astellas. Astellas has exclusive commercialization rights for Xtandi outside the U.S. The
Medivation portfolio also includes talazoparib, which was approved by the FDA in October 2018, under the trade name Talzenna, for the
treatment of adults with germiine BRCA-mutated HER2-negative locally advanced or metastatic breast cancer and is currently in development
for other types of cancer. In connection with this acguisition, we recorded $12.2 billion in Identifiable infangible assets, primarily consisting of
$8.1 bilion of Developed technology rights with an average useful ife of approximately 12 years and $4.1 bitlon of IPR&D, and recorded $6.1
billion of Goodwill, $4.0 bitlion of net income tax liabilities, and $259 million of assumed contingent consideration of which $35 miilion has been
paid through December 31, 2018. In 2017 and 2016, we recorded measurement period adjustments to the estimated fair values initiaily
recorded in 2016, which resuited in a reduction in Identifiable intangible assets of approximately $1.0 billion with a corresponding change to
Goodwill and net income tax Habilities. The measurement period adjustments were recorded to better reflect market participant assumptions
about facts and dreumstances existing as of the acguisition date. The 2017 results included a decrease of approximately $38 miltion to
Amortization of intangible assets which reflected the cumulative pre-tax impact of the measurement period adjustments to fdentifiable
intangible assets that were amortized to the income statement since the acquisition date. The measurement period adjustments did not result
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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)

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 refating to neuromuscutar conditions and those affecting the centrat
nervous system, for $150 milion, plus potential milestone payments of up to $495 million contingent upon the progression of key assets
through development, regulatory approval and commercialization. The total fair value of the consideration transferred for Bamboo was
approximately $343 million, including cash of $130 milion ($101 mitlion, net of cash acquired), contingent consideration of $167 million,
consisting of milestone payments, and the fair value of Pfizer’s previousty heid equity interest in Bamboo of $45 million. 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 recognized a gain of $2 miltion 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 Adeno-associated virus vector design and production technology, and a fully functional Phase /|
gene therapy manufacturing facility. Bamboo is a whotly-owned subsidiary of Pfizer. In connection with this acquisition, we recorded $330
million of dentifiable intangible assefs, consisting entirely of IPR&D. We also recorded $142 million of Goodwill and $94 million of net deferred
tax iiabilities. The finat allocation of the consideration transferred to the assets acguired and the liabilities assumed has been completed.

Anacor Pharmaceuticals, Inc. {IH}

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 bilion in cash {$4.5 billlon net of cash acquired), plus $688 million debt assumed. Anacor is a wholly-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-steroidal topical PDE-4 inhibitor with antiinflammatory properties, was approved by the FDA in December 2018 under the trade name,
Eucrisa. In connection with this acquisition, we recorded $698 miilion as the fair value of notes payable in cash, and recorded $4.9 bitlion in
Identifiable ifangible assets, primarily consisting of $4.8 billion of IPR&D, and recorded $646 miltion of Goodwill and $346 miltion of net
income tax liabilities. The final allocation of the consideration transferred to the assets acquired and the liabilities assumed has been
compieted.

B. Divestitures

Sale of Hospira Infusion Systems Net Assets to ICU Medical, Inc. {EH)

On Qctober 6, 2016, we announced that we entered into a definitive agreement under which ICU Medical agreed to acguire all of our giobal
infusion systems net assets, HIS, for approximatety $1 billion in cash and ICU Medical common stock. HIS includes IV pumps, solutions, and
devices. As a result 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 1CU Medical would acquire HIS for up to approximately $900 mittion, composed of cash and contingent cash
consideration, ICU Medical common stock and sefter financing.

The revised transaction closed on February 3, 2017. At closing, we received 3.2 million newly issued shares of ICU Medicat common stock (as
originally agreed), which we initially valued at approximately $428 million {based upon the closing price of ICU Medical common stock on the
closing date {ess a discount for lack of marketability) and which were reported as equity securities at fair value in Long-term investrnents on
the consolidated balance sheet as of December 31, 2017. Upon the sale of these shares in 2018, we reatized a full gain of $302 miltion on
these securities, although our income statement only refiects a gain of $47 million as the balance of the previously unrealized gain was
recorded as a cumulative effect adjustment upon the adoption of a new accounting standard (see Notfe 1B). We also received a promissory
note in the amount of $75 million, which was repaid in fult as of December 31, 2017, and net cash of approximately $200 mition before
customary adjustments for net working capital, which is reported in Other investing activities, net on the consolidated statement of cash flows
for the year-ended December 31, 2017. 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 cumutative performance targets for the combined company through December 31, 2019. We
recognized a pre-tax gain of approximately $1 million in 2018 and pre-tax losses of $55 miltion 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 self. For
additional information, see Note 4.

The sale of the HIS net assets was fully completed in alt jurisdictions as of year-end 2018.

In connection with the sate transaction, we entered into certain transitionat agreements designed to faciitate the orderly transition of the
HIS net assets to ICU Medical. These agreements primarily related to administrative services, and were provided for a period of 24 months
after the closing date. We will aiso manufacture and supply certain HIS products 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 to influence the operating and/or financial policies of ICU Medical subsequent to the sale.

At December 31, 2016, we determined that the carrying value of the HIS net assets held for sale exceeded their fair value less estimated costs
to sell, resuling in a pre-tax impairment charge of $1.7 billion, which is included in Other (income)/deductions—net for the year ended
Becember 31, 2016 (see Nofe 4). The decline in value resulted from lower expectations as to future cash flows to be generated by HIS,
primarity as a result of an increase in competition for customer contracts and pricing factors that were not initially anticipated.

Contribution Agreement Between Pfizer and Allogene Therapeutics, Inc. {WRD)

In April 2018, Pfizer and Altogene announced that the two companies entered into a contribution agreement for Pfizer's portfolio of assets
related to atlogeneic CAR T therapy, an investigationat immune cell therapy approach to treating cancer. Under this agreement, Allogene
received from Pfizer rights to pre-clinical and clinical CAR T assets, all of which were previously icensed to Pfizer from French cell therapy
company, Ceilectis, beginning in 2014 and French pharmaceutical company, Servier, beginning in 2015. Alfogene assumed responsibility for
all potential financial obligations to both Cetllectis and Servier. Pfizer will continue to participate financially in the development of the CAR T
portfolio through an ownership stake in Allogene. Separately, Pfizer continues to maintain its approximate 7% ownership stake in Cellectis that
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was obtained in 2014 as part of the licensing agreement in which Pfizer obtained exclusive rights to pursue the development and
commercialization of certain Cellectis CAR T therapies in exchange for an upfront payment of $80 miition, as well as potential future
development, regutatory and commercial mitestone payments and royalties. In connection with the Allogene transaction, Pfizer recognized a
non-cash $50 million pre-tax gain in Other (income)/deductions——nef in the second guarter of 2018, representing the difference between the
$127 millior fair value of the equity investment received and the book value of assets transferred {inchuding an allocation of goodwilt) {see
Note 4).

In October 2018, Allogene consummated an initial public offering of new shares of its common stock, which resuited in Pfizer’s preferred stock
converting into common stock and a decrease in our ownership percentage from approximately 25% to approximately 18% as of December
31, 2018. The closing price on the day of the initial public offering was $25 per share. Beginning as of the date of the initial public offering, our
investment in Affogene is being measured at fair value with changes in fair value recognized in net income (see Note 4).

Sale of Phase 2b Ready AMPA Receptor Potentiator for CIAS to Biogen Inc. (WRD)

Irr April 2018, we sold our Phase 2b ready AMPA receptor potentiator for CIAS to Blogen. We received $75 million upfront and have the
opportunity to receive up to $515 mitlion in future development and commercialization milestones, as well as tiered royalties in the low-to-mid-
teen percentages. We recognized the $75 million upfront payment in Other (income)/deductions—aet in the second quarter of 2018 {see Note
4). In the fourth quarter of 2018, we recognized an additional $10 milfion milestone in Other (income)/deductions-net {see Note 4). We will
record the other milestones and royalties to Ofher (lncome)/deductions—net when due, or earlier if we have sufficient experience to determine
such amounts are not probabte of significant reversat.

Divestiture of Neuroscience Assets (WRD}

In September 2018, we and Bain Capital entered into a transaction to create a new biopharmaceutical company, Cerevel, to continue
deveiopment of a portfolio of clinical and preclinical stage neuroscience assets primarily targeting disorders of the centrat nervous system
including Parkinson's disease, epilepsy, Alzheimer's disease, schizophrenia and addiction. These assets were part of the neuroscience
discovery and early development efforts, which we announced we were ending in January 2018. In connection with this transaction, we out-
licensed the portfolio to Cerevel in exchange for a 25% ownership stake in Cerevel's parent company, Cereve! Therapeutics, Inc., and
potential future regulatory and commercial mitestone payments and royalties. Bain Capital has committed to invest $350 million to develop the
portfolio, with the potential for additionat funding as the assets advance. In connection with the transaction, we recognized a non-cash $343
million pre-tax gain in Other (income)/deductions——net in the third guarter of 2018, representing the fair value of the equity investment
received as the assets transferred had a book value of $0 (see Note 4). Our investment in Cerevel Therapeutics, Inc. is reported in Long-term
investmerits on the consolidated balance sheet as of December 31, 2018.

C. Assets and Liabilities Held for Sale

On December 19, 2018, we announced that we entered into a definitive agreement with GSK under which we and GSK have agreed to
combine our respective consumer healthcare businesses into a new consumer healthcare joint venture that will operate globatly under the
GSK Consumer Healthcare name. In exchange for contributing our Consumer Healthcare business, we will receive a 32% equity stake in
the company and GSK will own the remaining 68%. The transaction is expected to close in the second half of 2019, subject to customary
closing conditions including GSK shareholder approvatl and required regutatory approvals. Upon the closing of the transaction, we will
deconsolidate our Consumer Healthcare business and recognize a gain for the difference in the fair value of our 32% equity stake in the
company and the carrying vatue of our Consumer Healthcare business. We wilt account for our 32% equity stake in the company after
closing of the transaction as an equity-method investment. Assets and liabilities associated with our Consumer Healthcare business were
reclassified as heid for sale in the consolidated balance sheet as of December 31, 2018. The Consumer Heatthcare business assets held
for sale are reported in Assefs held for sale and Consumer Healthcare business labilities held for sale are reported in Liabilities held for
sale. This includes the Consumer Healthcare business tax assets and Habilities related to fully dedicated consumer healthcare subsidiaries.
The amounts associated with the Consumer Healthcare business, as well as other assets classified as held for sale consisted of the
following:
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As of December 31,

(MILLIONS OF DOLLARS) 2018 2017
Assets Held for Sale

Cash and cash equivalents $ 32 $ —
Trade accounts receivable, less allowance for doubtful accounts 532 —
Inventories 538 —_
Other current assets 56 e
PP&E 675 e
Identifiable intangible assets, less accumulated amortization 5,763 —
Goodwill 1,972 —
Noncurrent deferred tax assets and other noncurrent tax assels 54 —_
Other noncurrent assets 57 e
Total Consumer assets held for sale 9678 —
Other assets hetd for sale®® 46 12
Assefs held for sale $ 9,725 % 12

Liabilities Held for Sale

Trade accounts payable $ 406 $ -
Income taxes payable 39 e
Accrued compensation and related items 93 e
Other cusrent liabilities 353 —
Pension benefit obligations, net 39 —
Postretirement benefit obligations, net 33 —
Noncurrent deferred tax liabilities 870 e
Other noncurrent Habilities 56 —
Total Consumer liabilittes held for sale $ 1,890 $ —

T Other gssets held for sale consist of PP&E.

As a part of Pfizer, pre-tax income on a management business unit basis for the Consumer Healthcare business was $977 million in 2018,
$863 million in 2017 and $780 million in 2016.

D. Licensing Arrangements

Shire International GmbH {IH}

In 2016, we out-licensed PF-00547659, an investigationat biologic being evaluated for the treatment of moderate-to-severe inflammatory
bowel disease, including ulcerative colitis and Crohn's disease, to Shire for an upfront payment of $30 million, up to $460 million in
development and sales-based mitestone payments and potential future royalty payments on commercialized products. The $90 million upfront
payment was initialty deferred and recognized in Qther (income)/deductions—net ratably through December 2017. In the first quarter of 2018,
we recognized $75 million in Other (income)/deductions—net for a milestone payment received from Shire related to their first dosing of a
patient in a Phase 3 clinical trial of the compound for the treatment of ulcerative colitis, and in the third quarter of 2018, we recognized $35
million in Qther (income)/deductions—net for a milestone payment received from Shire related to their first dosing of a patient in a Phase 3
clinical trial of the compound for the treatment of Crohn’s disease {see Note 4).

BionTech AG (WRD}

In August 2018, a muiti-year R&D arrangement went into effect between BionTech AG (BionTech), a privately held company, and Pfizer to
develop mRNA-based vaccines for prevention of influenza {flu). In September 2018, we made an upfront payment of $50 mittion to BionTech,
which was recorded in Research and development expenses, and BlonTech is eligible to recelve up to an additional $325 million in future
development and sates based milestones and future royalty payments associated with worldwide sales. As part of the transaction, we also
purchased 169,670 newly-issued ordinary shares of BionTech for $50 million in the third quarter of 2018, which are reported in Long-ferm
investmerits in the consolidated balance sheet as of December 31, 2018.

E. Research and Development and Collaborative Arrangements

We adopted a new accounting standard for revenue recognition and changed our accounting policies with respect to collaborative
arrangements accordingly. For additional information, see Note 1B.

Research and Development Arrangement with NovaQuest Co-Investment Fund II, 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 devetopment program. No additionat
payments have been or are expected to be received from or paid to NovaQuest with respect to this agreement, which was terminated effective
as of 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 miltion in development
costs related to certain Phase 3 clinical trials of Pfizer’s bococizumab compound and Pfizer agreed to use commercially reasonable efforts to
develop and obtain reguiatory 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 contractuat
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 totated $180.3 million.

Research and Development Arrangement with NovaQuest Co-Investment Fund V, L.P.

Irr April 2016, Pfizer entered into an agreement with NovaQuest under which NovaQuest would fund up to $200 million in development costs
related to certain Phase 3 clinical trials of Pfizer’s rivipansel compound and Pfizer will use commercially reasonable efforts to develop and
obtain regufatory 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 13 guarters from 2018 through the second guarter of 2019 after which Pfizer will be responsible for
the remaining development costs. 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 $57.6 million for 2018, $72.1 million for 2017 and $46.6 mitlion for 2016. Following
potential regulatory approval, NovaQuest will 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 levels of cumulative net sales as well as royatties on rivipanse! 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 life of the rivipanse! product and royalties on net sales will be recorded as
Cost of sales when incurred.

Research and Development Arrangement with RPI Finance Trust

I January 20186, Pfizer entered into an agreement with RP|, a subsidiary of Royaity Pharma, under which RP| wowld fund up to $300 miltion in
development costs related to certain Phase 3 clinical tiats 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 until the second guarter of 2020 after which Pfizer will be responsible for the remaining cost of the trials. As there is a
substantive and genuine transfer of risk to RPI, the development funding is recognized by us as an obligation to perform contractuat services
and therefore is a reduction of Research and development expenses as incurred. The reduction to Research and development expenses
totaled $99.3 million for 2018, $75.6 million for 2017 and $44.9 million for 2016. If successful and upon approvat of lorance in the U.S. or
certain major markets in the EU for the Indication based on the applicable clinical trials, RPI will be eligible to receive a combination of
approvat-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 wilt be recorded as intangible assets and amortized to
Amortization of intangible assets over the estimated commercial life of the lbrance product and sales-based royatties will be recorded as Cost
of sales when incurred.

Collahorative 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. Our rights and obligations under our coltaborative
arrangements vary. For example, we have agreements to co-promote pharmaceutical products discovered by us or other 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 pariners:
Year Ended December 31,

(MILLIONS OF DOLLARS) 2018 2017 2016
Revenues—Revenues® $ 571§ 606 $ 659
Revenues—Alliance revenues'™ 3,838 2,927 1,746
Total revenues from collaborative arrangements 4.409 3.533 2405
Cost of sales™™ (296) (329) (315)
Selling, informational and administrative expenses™ (90) (54) {5)
Research and development expenses® 162 222 84
Other income/(deductions)—net®” 281 249 542

@ Represents sales to our partners of products manufactured by us.

© Substantially all relates to amounts earned from our partners under co-promation agreements. The increases in 2018 and 2017 reflect increases in alliance
revenues from Eliquis and Xtandi.

= Brimarily relates to amounts paid to collaboration partners for their share of net sales or profits earned in collaboration arrangements where we are the principal

in the transaction, and cost of sales associated with inventory purchased from our partners.

! Represents net reimbursements o our partners for selling, informational and administrative expenses incurred.

e Primarily refates to upfront payments and pre-approval milestone payments eamed by our partners as well as net reimbursements. The upfront and milestone
payments were as follows: $50 miflion in 2018, $15 million in 2017 and $15 million in 2018. Our collaboration with Lilly (see below} also includes reimbursements
of $98 miilion in 2018, $147 million in 2017 and $120 million in 20186.

@ Primarily relates to royalties from our collaboration partners. The decrease in 2017 is due to the October 31, 2016 expiration of our 36 month royalty arrangement
on sales of Enbrel in 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.

d
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The amounts disclosed in the above table do not include transactions with third parties other than our coitaboration partners, or other costs
assoctated with the products under the coltaborative arrangements.

In addition, in connection with our collaborative arrangements, we paid post-approval milestones of $140 million in 2017 related to our
collaboration with Merck KGaA (see below). These payments were recorded in Identifiable intangible assets—Developed technology rights.
We did not pay post-approval miestones to collaboration partners in 2018 or 2016. We also recorded milestones earned related to our
collaboration with Merck {see below) of $40 million in 2018 to Other (incomej/deductions—net and $150 million in 2017, substantially ali of
which was included in the adjustment to increase the opening balance of Retained earnings upon the adoption of a new accounting standard
for revenue recognition, effective January 1, 2018 {see Note 1B).

Collaboration with Merck & Co., Inc. {IH)

Under a worldwide coltaboration agreement, except for Japan, we collaborated with Merck on the clinical development of ertugliflozin and
ertugliflozin-containing fixed-dose combinations with metformin and Januvia {sitagliptin} tablets, which were approved by the FDA in December
2017 and the European Commission in March 2018 as Steglatro, Segluromet and Steglujan. Merck exclusively promotes Steglatro and the
two fixed-dose combination products and we share revenues and certain costs with Merck on a 60%/40% basis, with Pfizer having the 40%
share.

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
ertuglifiozin and two fixed-dose combinations {ertuglifiozin plus Januvia {sitagliptin} and ertugiifiozin plus metformin}, which, as of December
31, 2017, was deferred and primarily reported in Other noncurrent liabilities, and through December 31, 2017, was being recognized in Other
(income)/deductions—net over a multi-year period. As of December 31, 2017, we were due a $60 million milestone payment from Merck,
which we received in the first quarter of 2018, in conjuniction with the approval of ertuglifiozin by the FDA. As of December 31, 2017, the $60
million due from Merck was deferred and primarily reported in Other nonicurrent liabflifies. In the first quarter of 2018, in connection with the
approvat of ertuglifiozin in the EU, we recognized a $40 mitlion mitestone payment from Merck in Other (income)/deductions—net {see Note
4}. We are eligible for additional payments associated with the achievement of future commercial milestones. In the first quarter of 2018, in
connection with the adoption of a new accounting standard, as of January 1, 2018, the $60 million of deferred income and approximatety $85
million of the $90 million of deferred income associated with the above-mentioned milestone payments were recorded to and included in the
$584 miltion cumulative effect adjustment to Refained eamings. See Note 1B for additionat information.

Collaboration with Eii Lilly & Company {IH}

In 2013, we entered into a collaboration agreement with Lilly to jointly develop and globally commercialize Pfizer's tanezumab, which provides
that Pfizer and Lilty will equally share product-development expenses as well as potential revenues and certain product-related costs. We
received a $200 million upfront payment from Lilly in accordance with the collaboration agreement between Pfizer and Lilly, which was
deferred and primarity reported in Other nonicurrent liabiflities, and through December 31, 2017, was being recognized in Other (income)/
deductions—net over a multi-year period beginning in the second guarter 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
osteoarthritis A and chronic fow back pain in June 2017. Under the collaboration agreement with Lilly, we are eligible to receive additional
payments from Lilly upon the achievement of specified regutatory and commercial mitestones. In the first quarter of 2018, in connection with
the adoption of a new accounting standard, as of January 1, 2018, approximatety $107 million of deferred income associated with the above-
mentioned upfront payment was recorded to and included in the $584 mitlion cumulative effect adjustment to Refained earnings. See Note 1B
for additional information. Approximately $37 million of the upfront payment continues to be deferred, of which approximately $30 million is
reported in Other current liabiliffes and approximately $8 million is reported in Other noncurrent liabilities as of December 31, 2018. This
amount is expected to be recognized in Other (income)/deductions—net over the remaining development period for the product between 2019
and 2020.

Collaboration with Merck KGaA {IH)

In November 2014, we entered into a collaborative arrangement with Merck KGaA, to jointly develop and commercialize avelumab, currently
approved as Bavencio for metastatic MCC and for patients with tocaily 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 potential of this novet anti-PD-L1
antibody as a single agent as well as in various combinations with our and Merck KGaA's broad portfolio of approved and investigationat
oncology therapies. Also, as part of the agreement, we gave Merck KGaA certain co-promotion rights for Xalkori in the U.S. and severat other
key markets. 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 recelve regulatory and commercial milestone payments of up to approximately $2.0 billfon. During 2017, we
made $140 million in miestone payments to Merck KGaA, which were recorded in Identifiable intangible assets—Developed fechnology
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. Both companies jointly fund the majority of development and commercialization costs, and spiit equally any profits generated from
selling any products containing avetumab from this coltaboration. In September 2018, the companies announced positive top-line results from
the pivotal Phase 3 JAVELIN Renal 101 study evaluating Bavencio {avelumab) in combination with Iniyta (axitinib), compared with Sutent
(sunitinib) as initial therapy for patients with advanced RCC. In December 2018, both companies amended the collaborative agreement such
that Pfizer will be solely responsible for the development and commercialization of its anti PD-1 antibody. Under the terms of the amended
agreement, Pfizer paid Merck KGaA an up-front payment and we will make a potential mitestone and tiered royalty payments shoutd the Pfizer
anti PD-1 antibody achieve regulatory and commercial success.

92 2018 Financial Report

17.08.2020 kI 12:48 Brgnngysundregistrene Side 100 av 171



= Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 986210229

Notes to Consolidated Financial Statements
Pfizer Inc. and Subsidiary Companies

F. Equity-Method Investments

Investment in Hisun Pfizer Pharmaceuticals Company Limited (EH)

In September 2012, we and Hisun, a leading pharmaceutical company in China, formed a new company, Hisun Pfizer, to develop,
manufacture, market and sell pharmaceutical products, primarily branded generic products, predominately in China. Hisun Pfizer was
established with registered capital of $250 mitlion, of which our portion was $122.5 million. As a resuit of the contributions from both parties,
Hisun Pfizer holds a broad portfotio of branded generics covering cardiovascutar disease, infectious disease, oncology, mentat health and
other therapeutic areas.

We accounted for our interest in Hisun Pfizer as an equity-method investment, due to the significant influence we had over the operations of
Hisun Pfizer through our board representation, minaority veto rights and 49% voting interest. Our investment in Hisun Pfizer was reported in
Long-term investments, and our share of Hisun Pfizer's net income was recorded in Other (income)/deductions—nef.

On November 10, 2017, we sotd our 49% equity share in Hisun Pfizer to Sapphire | (HK) Holdings Limited, an investment fund managed by
Hitthouse Capitat, for a total of $286 mitfion in cash which included owr carrying value of $270 million in cash plus $16 million to cover certain
taxes incurred on the transaction. As a result of the saie transaction, we recognized a ioss of $81 miliion 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 changed
its name but retained its current rights to manufacture, self and distribute alt of Hisun Pfizer's currently marketed and pipeline products in
China. We are providing 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 products that we had previously licensed to Hisun Pfizer, will in the future, be manufactured
locally in China. We continue to supply certain products to Hisun Pfizer for a period of ime, after the sale transaction, to facititate 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 20186. In the
first and second quarters of 2016, we determined that we had other-than-temporary declines in the vaiue of Hisun Pfizer and, therefore, we
recognized & {oss of $81 million and $130 miltion, respectively. The declines in value resulted from lower expectations as to the future cash
flows to be generated by Hisun Pfizer, primarily as a result of an increase in risk due to the continued stowdown in the Chinese economy and
changes in the expected timing and number of new product introductions by Hisun Pfizer. In the fourth guarter of 2016, we recognized a loss
of $241 million to reduce the carrying value of our investment in Hisun Pfizer to approximately $270 milion at December 31, 2016.

In valuing our investment in Hisun Pfizer, we used discounted cash flow technigues, refiecting 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 inctude: 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 projected cash flows, including country risk.

Investment in Laboratério Teuto Brasileiro S.A. (EH)

We entered into an agreement on June 30, 2017 to exit our investment in Teuto, a 40%-owned generics company in Brazil, and selt our 40%
interest in Teuto to the majority sharehoiders. As part of the agreement, we waived our option 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 resuit, in the second quarter of 2017,
we recognized a net loss of approximately $30 million 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 to us, and the recognition in earnings of the currency translation adjustment associated with the Teuto investment. The
transaction closed on August 16, 2017.

In 20186, we determined that we had an otherthantemporary 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 vatue resulted from lower
expectations as to the future cash flows to be generated by Teuto, primarily due to a stowdown in Brazilian economic conditions, which have
been impacted by poiitical 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 nominat terminal year growth factor. Some of the more significant estimates and assumptions inherent in this
approach inctude: the amount and timing of the projected net cash flows, which include the expected impact of competitive, legal, economic
andfor 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 projected cash flows, including country risk.

G. Privately Held investment

AM-Pharma B.V. (WRD)

In April 2015, we acquired a minority equity interest in AM-Pharma, a privately-held Dutch biopharmaceutical company focused on the
development of human recombinant Alkaline Phosphatase {(recAP) for inflammatory diseases, and secured an exclusive option to acquire the
remaining equity in the company. The option became exercisabte after completion of a Phase 2 trial of recAP for the treatment of Acute Kidney
Injury refated to sepsis in the first quarter of 2018. We declined to exercise the option and the option expired unexercised during the second
quarter of 2018. Under the terms of the agreement, we originally paid $87.5 miltion for both the exclusive option and the minority equity
interest, which was recorded as a cost-method investment in Long-term investments. During the fourth quarter of 2017, we recognized a loss
of $43 million in Other (income)/deductions—net (see Note 4) for an impairment of our long-term investment.
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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 global cost-
reduction/productivity initiatives. For example:

+ In connection with acguisition activity, we typically incur costs associated with executing the transactions, integrating the acguired
operations {which may include expenditures for consuiting 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 costreduction/productivity initiatives, we typically incur costs and charges associated with site closings and other
facility ratonalization actions, workforce reductions and the expansion of shared services, including the development of globat 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 information technology, shared services and corporate operations.

In connection with our acquisition of Hospira in September 2015, we focused our efforts on achieving an appropriate cost structure for the
combined company. We incurred costs of approximately $1 billion {not inctuding costs of $215 mitlion in 2015 associated 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 were incurred within the three-year period post-acqguisition.

In 2016, we substantiaily completed previously disclosed cost-reduction initiatives begun in 2014 associated with our 2014 global commerciat
structure reorganization, manufacturing plant network rationalization and optimization initiatives, and additionat cost-reduction/productivity
initiatives across the enterprise.

2017-2018 Initiatives and Organizing for Growth

During 2018, as we reviewed our business opportunities and challenges and the way in which we think about our business operations, we
determined that at the start of our 2019 fiscal year, we would begin operating under our new commerciat structure, which reorganizes our
operations into three businesses——Biopharma, a science-based Innovative medicines business; Upjohn, a globatl off-patent branded and
generic established medicines business; and a Consumer Healthcare business. To operate effectively in this structure and position ourselves
for future growth, we are focused on creating a simpler, more efficient operating structure within each business as well as the functions that
support them. Beginning in the fowrth quarter of 2018, we reviewed previously planned initiatives and new initiatives o ensure that there was
alignment around our new structure and have combined the 2017 to 2019 initiatives with our current Organizing for Growth initiatives to form
one cohesive plan. Initiatives for the combined program include activities related to the optimization of our manufacturing plant network, the
centralization of our corporate and platform functions, and the simplification and optimization of our operating business structure and functions
that support them. Through December 31, 2018, we incurred approximately $713 million associated with manufacturing optimization, and
approximately $752 mittion associated with other activities.

In 2019, we expect restructuring, implementation and additional depreciation charges of about $800 million and, of that amount, we expect
approximately 20% of the total charges wilt be non-cash.

Current-Period Key Activities

In 2018, we incurred costs of $1.4 billion composed of $1.1 billion associated with the 2017-2019 and Organizing for Growth initiatives, $274
million associated with the integration of Hospira and $45 million associated with all other acquisition-related initiatives.

The following table provides the components of costs associated with acquisitions and cost-reduction/productivity initiatives:
Year Ended December 31,

(MILLIONS OF DOLLARS) 2018 2017 2016
Restructuring charges/{credis):
Employee terminations $ 459 $ (181} $ 839
Asset impairments®® 290 190 142
Exit costs 33 21 74
Totat restructuring charges®™ 782 30 1,055
Transaction costs™ 1 4 127
Integration costst® 260 317 383
Restructuring charges and certain acquisition-related costs 4,044 351 1,565
Net periodic benefit costs recorded in Other (income)/deductions—net® 146 136 159
Additionat depreciation-—asset restructuring, virtualy all of which is recorded in Cost of sales® 50 91 207
Imptementation costs recorded in our consolidated statements of income as follows @
Cost of sales 83 118 230
Selling, informational and administrative expenses 72 71 81
Research and deveiopment expenses 39 38 25
Other (income)/deductions—net — - 3
Totat implementation costs 194 227 340
Total costs associated with acquisitions and costreduction/productivity initiatives $ 4,434 § 805 % 2271
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¥ The agset impairment charges for 2018 are largely associated with cost reduction initiatives not associated with acquisitions. 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. See (b} below for additional information.

In 2018, restructuring charges were primarily related to employee termination costs and asset write downs. The employee termination cosis are associated with
our improvements to operational effectiveness as part of the realignment of our organizational structure effective at the beginning of 2019. In 2017, restructuring
charges are primarily associated with our acquisitions of Hospira and Medivation, partially offset by credits associated with cost-reduction and productivity
initiatives not associated with acquisitions that mostly related to the reversal of previously recorded accruals for employee termination costs resulting from
revisions of our severance benefit estimates. in 2016, restructuring charges are largely associated with cost-reduction and productivity initiatives not associated
with acquisitions, as well as our acquisitions of Hospira and Medivation. Employee termination costs are generally 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 periods after termination.

The restructuring activities in 2018 are associated with the following:
= IH ($176 million charge); £H {$31 million charge); WRD/GPD ($135 million charge}; manufacturing operations ($403 million charge); and Corporate {$38
million charge}.

The restructuring activities in 2017 are associated with the following:

= IH ($83 million credit);, EH ($6 million credit}; WRE/GPD ($19 million charge), manufacturing operations ($89 million charge}; and Corporaie ($12 million
charge),

The restructuring activities in 2016 are associated with the following:

= IH ($255 million charge); EH {$155 million charge}, WRD/GPD {$145 million charge}; manufacturing operations ($328 million charge}); and Corporate ($172
million charge}.

Transaction costs represent external costs for banking, legal, accounting and other similar services, which in 2017 were directly related to our acquisitions of

Hospira, Anacor and Medivation. Transaction costs in 2016 were mostly related to our acquisitions of Medivation and Anacor, and the terminated transaction

with Allergan.

Integration costs represent external, incremental costs directly related to integrating acquired businesses, and primarily include expenditures for consulting and

the integration of systems and processes. In 2018, integration costs were primarily related to our acquisition of Hospira. In 2017, integration costs primarily

related to our acquisitions of Hospira and Medivation, as wel! as a net gain of $12 million related to the settlement of the Hospira U.S. qualified defined benefit

pension plan (see Note 11}. In 2018, integration costs primarily related to our acquisition of Hospira and the terminated transaction with Allergan.

in 2018, primarily represents the net pension curtailments and settlements included in Gther fincame)/deductions--net upon the adoption of a new accounting

standard in the first quarter of 2018. In 2017, primarily represents the net pension curtailments and settlements, partially offset by net periodic benefit credits,

excluding service costs, related to our acquisition of Hospira, both of which were reclassified to Other (income)/deductions—-net as a result of the retrospective

adoption of a new accounting standard in the first quarter of 2018. These credits included a net settlement gain, partially offset by accelerated amortization of

actuarial losses and prior service costs upon the settlement of the remaining obligation associated with the Hospira U.S. qualified defined benefit pension plan.

In 2018, primarily represents the net pension curtailments and settlements as well as the accelerated amortization of unrecognized loss and prior service costs

related to our acquisition of Hospira, which were reclassified to Other (income)/deductions——net as a result of the retrospective adoption of a new accounting

standard in the first quarter of 2018. For additional information, see Note 18 and Note 11.

Additional depreciation—asset restructuring represents the impact of changes in the estimated useful lives of assets involved in restructuring actions.

9 \mplementation costs represent external, incremental costs directly refated to implementing our non-acquisition-related cost-reduction/productivity initiatives.

I

Y

=

The following table provides the components of and changes in our restructuring accruats:

Employee Asset

Termination Impairment
(MILLIONS OF DOLLARS) Costs Charges Exit Costs Accrual
Batance, January 1, 2017 $ 1,547 % — % kB 9% 1,583
ProvisionH{Credit) {181} 190 21 30
Utitization and other® {326) (190} 9 {508)
Batance, December 31, 2017® 1,039 — 66 1,105
Provision 459 290 33 782
Utitization and other® {295) {290) {51) (636)
Balance, December 31, 2018 $ 1,203 $ —  § 49 § 1,252

@ \ncludes adjustments for foreign currency transiation.
®) \ncluded in Other current fabilities ($643 million) and Other noncurrent liabifities ($462 million).

© \ncluded in Other current fiabilities ($823 million) and Other noncurrent liabifities ($428 million).
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Note 4. Other (Income)/Deductions—Net

The following table provides components of Ofher (income)/deductions-—net.

Year Ended December 31,

(MILLIONS OF DOLLARS) 2018 2017 2016
Interest income® $ (333) % (391} $ (470)
Interest expense™ 1,316 1,270 1,186
Net interest expense 983 879 716

Royalty-related income® (495) {499) (805)
Net {gains)/losses on asset disposals® (71) 45 (51)
Net gains recognized during the period on investments in equity securities™ (586) {224) (18)
Net realized (gains)fosses on sales of investments in debt securities® 141 {45) (35)
Income from collaborations, out-licensing arrangements and sales of compound/product

rights® (488) (217} (108)
Net periodic benefit costs/{credits) other than service costs®® (288) 101 139
Certain legal matters, net®™ 157 240 510
Certain asset impairments® 3,115 395 1,447
Loss on sale and impairment on remeasurement of HIS net assets? (1) 55 1,712
Business and legal entity atignment costs® 4 71 261
Net losses on early retirement of debt” 3 999 312
Other, net™ (357) (383) (186)
Other (income)/deductions—neét $ 2416 $ 1,416 § 3,794

) 2018 v. 2017--Interest income decreased primarily driven by a lower investment balance. Interest expense increased primarily as a resuit of higher short-term
interest rates, offset, in part, by refinancing activity that oceurred in the fourth quarter of 2017. 2017 v. 201 6~-Interest income decreased primarily driven by a
lower investment balance. Interest expense increased, primarily as a result of higher shart-term interest rates, offset, in part, by the retirement of high-ceupon
debt and the issuance of new fow-coupon debt. Capitalized interest expense totaled $73 million in 2018, $72 million in 2017 and $61 million in 2016.
Royalty-relaied income decreased in 2017, primarily due to lower royaity income for Enbrel of $470 million in 2017, compared to 20186, resulting from the
expiration on October 31, 2016 of the 36-month royalty pericd under the collaboration agreement for Enbrel in the U.S. and Canada (the coliaboration period
under the agreement expired on Octeber 31, 2013}, partially offset by increases in Xtandi royalty-related income of $176 million in 2017, compared to 2016.

In 2018, primarily includes a realized gain on sale of property of $60 million. In 2017, primarily includes an $81 miliion realized {oss related to the sale of our
then 48%-owned equity-method investment in Fisun Pfizer and a realized net loss of $30 millien related to the sale of our 40% ownership investment in Teuto,
including the extinguishment of a put option for the then remaining 60% ownership interest, partially offset by a realized gain on sale of property of $52 million.
In 2018, primarily includes realized gains on sales of property and other assets.

The net gains on investments in equity securities in 2018, include unrealized net gains on equity securities of $477 milion, reflecting the adoption of a new
accounting standard in the first quarter of 2018. Net gains in 2018 were primarily driven by unrealized gains of $466 million related to our investment in
Allogene. Prior to the adoption of a new accounting standard in the first quarter of 2018, net unrealized gains and losses an virtually all equity securities with
readily determinable fair values were reported in Accumulated ather comprehensive income. For additional information, see Note 18, Note 2B and Note 78.

in 2018, primarily includes gross realized losses on sales of available-for-sale debt securities of $402 million and a net loss of $18 million from derivative
finanecial instruments used to hedge the foreign exchange component of the matured available-for-sale debt securities, partiaily offset by gross realized gains on
sales of available-for-sale debt securities of $280 million. Proceeds from the sale of availabie-for-sale debt securities were $5.7 billion in 2018.

In 2017, primarily includes gross realized gains on saies of available-for-sale debt securities of $451 million, partially offset by gross realized {osses on sales of
available-for-sale debt securities of $281 million and a net loss of $120 million from derivative financial instruments used to hedge the foreign exchange
component of the matured available-for-sale debt securities. Proceeds from the sale of available-for-sale debt securities were $5.1 billion in 2017

In 2018, primarily includes gross realized gains on sales of availabie-for-sale debt securities of $666 million, partially offset by gross realized losses on sales of
available-for-sale debt securities of $548 million and a net loss of $64 million from derivative financial instruments used to hedge the foreign exchange
component of the matured available-for-sale debt securities. Proceeds from the sale of available-for-sale debt securities were $10.2 billion in 2016.

Includes income from upfront and milestone payments from our collaboration partners and income from out-licensing arrangements and sales of compound/
product rights. In 2018, primarily includes, among other things, (i} approximately $118 millicn in milestone income fram multiple iicensees, (i) $110 million in
milestone payments received from Shire, of which 375 million was received in the first quarter of 2018 related to their first dosing of a patient in a Phase 3
clinical trial for the treatment of ulcerative colitis and $35 million was received from Shire in the third quarter of 2018 related to their first dosing of a patient in a
Phase 3 clinical trial for the treatment of Crohn’s disease, (i} an upfront payment to us and a recognized milestone totaling $85 millicn for the sale of an AMPA
receptor potentiator for CIAS to Biogen. (iv) $62 million in gains related to sales of compound/product rights and (v} a $40 million milestone payment fram Merck
in conjunction with the approval of ertuglifiezin in the EU. For additional information, see Note 2B, Nate 2C, Note 20 and Note ZE. In 2017, primarily includes,
among other things, $101 million in milestone payments received from muitiple licensees and an $85 miliion gain related to sales of compound/product rights. In
2016, primarily includes, among other things, a $50 million gain refated to sales of compound/product rights and $33 million in milestone payments received
from multipie licensees.

Represents the net periodic benefit costs/{credits), excluding service costs, as a result of the adoption of a new accounting standard in the first quarter of 2018.
Effective January 1, 2018, the U.S. Pfizer Consolidated Pension Plan was frozen to {uture benefit accruals and for 2018, resulted in the recognition of lower net
periodic benefit costs due to the extension of the amortization period for the actuarial losses. There was also a greater than expected gain on plan assets due to
a higher plan asset base compared to 2017. For additional information, see Note 18 and Nate 11.

In 2018, primarily includes legal reserves for certain pending legal matters, partially offset by the reversal of a legal accrual where a loss was no longer deemed
probable. In 2017, primarily includes a $34 million charge to resolve a class action lawsuit filed by direct purchasers relating to Celebrex, which was approved
by the court in April 2018, and a $73 million charge to reflect damages awarded by a jury in a patent matter. In 2018, primarily includes amounts to resoive a
Multi-District Litigation relating to Celebrex and Bextra pending against the Company in New York federal court for $4886 million, 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 maiter.

In 2018, primarily includes intangible asset impairment charges of $3.1 billion, mainly composed of (i} $2.6 billion related to EH developed technology rights,
$242 million related to EH licensing agreements and $80 million refated to EH IPR&D, all of which relate %o our acquisition of Hospira, for generic sterile
injectable products assaciated with various indications; (i} $117 million related to a multi-antigen vaccine IPR&D pragram for adulis undergoing elective spinal
fusion surgery; (iii} $31 million related to an IH developed technology right, acquired in connection with our acquisition of Anacor, for the treatment for toenail
fungus market marketed in the U.5. market only; and {iv} $17 milion of other IPR&D assets acquired in cannection with our acquisition of Innopharma. In 2018,

E
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the intangible asset impairment charges asscciated with the generic sterile injectable products reflect, among other things, updated commercial forecasts,
reflecting an increased competitive environment as well as higher manufacturing costs, largely stemming from ongoing manufacturing and supply issues. The
intangible asset impairment charge for the multi-antigen vaccine {PR&D program was the result of the Phase 2b trial reaching futility at a pre-planned interim
analysis. The intangible asset impairment charge related to the iH developed technology right reflects, among other things, updated commercial forecasts. In
addition, 2018 includes other asset impairments of $13 miliion.

In 2017, primarily includes intangible asset impairment charges of $337 million, reflecting (i} $127 million related to developed technology rights, acquired in
connection with our acquisition of Hospira, for a generic sierile injectable product for the treatment of edema associated with certain conditions; {ii} $124 million
related to developed technology rights, acquired in connection with our acquisition of Hospira, for a sterile injectable pain reliever; (iiiy $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 miliion
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 associated with EH
and reflect, 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 Note 2G).

in 20186, primarily includes intangible asset impairment charges of $869 million, reflecting (i} $366 million 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, both
acquired in connection with our acquisition of Hospira; (iii} $128 million of sterile injectable IPR&D compounds acquired in connection with cur 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 1H ($29 million}. In addition, 2016 includes an impairment loss of $452 million refated to Pfizer's then 49%-owned equity-method investment
with Hisun in China, Hisun Pfizer, and an impairment loss of $50 million refated to Pfizer's 40%-owned equity-method investment in Teuto. For additional
information concerning Hisun Pfizer and Teuto, see Nate 2F.
The intangible asset impairment charge for 2016 for the IPR&D compound for the treatment of anemia acquired in connection with cur acquisition of Hospira
reflects, among other things, the impact of regulatory delays, including delays resulting from a then recent court ruling, requiring a 180-day waiting period after
approval before a biosimilar product can be launched. The intangible asset impairment charges for 2018 for the sterile injectable IPR&D compounds acquired in
connection with our acquisition of innoPharma reflect, among other things, the impact of portfolio prioritization decisions and decreased commercial profiles of
certain compounds. The intangible asset 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 regulatory delays, the impact of new scientific findings, updated commercial forecasts, changes
in pricing, and an increased competitive environment. The intangible asset impairment charges for 2018 for other IPR&D assets acquired in connection with our
acquisition of King reflect changes in the competitive environment.
In 2018 and 2017, represents adjustments to amounts previously recorded in 2016 to write down the HIS net assets to fair value less costs to sell related to the
sale of HIS net assets to ICU Medical on February 3, 2017. In 2016, represents a charge related to the write-down of the HIS net assets to fair value less
estimated costs {0 sell. See Nofe 28 for additional information.
Represents expenses for changes to our infrastructure to align our commercial operations that existed through Becember 31, 2018, including costs to internally
separate our businesses into distinct legal entities, as well as to streamline our intercompany supply operations o better support each husiness.
In 2017 and 20186, represents net losses due 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 2018.
™ |In 2018, includes (i) a non-cash $343 million pre-tax gain associated with our transaction with Bain Capital to create a new biopharmaceutical company,
Cerevel, to continue development of a portfolio of clinical and preclinical stage neurcscience assets primarily targeting disorders of the central nervous system
{see Note 2B, {ii} dividend income of $253 million from our investment in VilV, (i) a non-cash $50 million pre-tax gain on the contribution of Pfizer's allogeneic
CAR T therapy development program assets cbtained from Cellectis and Servier in connection with our contribution agreement entered into with Aliogene in
which Pfizer obtained a 25% ownership stake in Allogene (see Nate 28), and {iv} a non-cash $17 million pre-tax gain on the cash settlement of a liability that we
incurred in April 2018 upon the EU approval of Mylotarg (see Note 7E), partially offset by charges of $207 million, reflecting the change in the fair value of
contingent consideration and $59 million of incremental costs associated with the design, planning and implementation of the new organizational structure,
effective in the beginning of 2019, and primarily include consulting, legal, tax, and advisory services. in 2017, includes, among other things, dividend income of
$266 million from our investment in ViiV, and income of $62 million from resolution of a contract disagreement. in 2016, includes among other things, $150
million paid to Allergan for reimbursement of Allergan’s expenses associated with the terminated transaction {see Nate TA); and income of $116 million from
resolution of a contract disagreement.

The asset impairment charges included in Other (income)/deductions—net are based on estimates of fair vaiue.

The following table provides additionat information about the intangibte assets that were impaired during 2018 in Other (income)/
deductions—net:

Year Ended
December 31

Fair Vaiue® 2018

(MILLIONS OF DOLLARS) Amount Levei 1 Level 2 {levet 3 Impairment
Intangible assels—Developed lechnology rights'™ $ 665 § — % — 8 665 § 2,647
Intangible assets—Licensing agreements and other® 150 — — 150 242
Intangible assets—IPR&DY 95 — — 95 214
Totat $ 910§ — 3§ — § 910 § 3,103

@) The fair value amount is presented as of the date of impairment, as these assets are not measured at fair value on a recurring basis. See also Note 1E.

®) Reflects intangible assets written down to fair value in 2018. 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-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 andfor regulatery forces on
the product; the discount rate, which seeks to reflect 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,

2018 Financial Report 97

17.08.2020 kI 12:48 Brgnngysundregistrene Side 105 av 171



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 986210229

Notes to Consolidated Financial Statements
Pfizer Inc. and Subsidiary Companies

Note 5. Tax Matters

A. Taxes on Income from Continuing Operations

The following table provides the components of Income from continuing operations before provision/{benefif) for taxes on income:
Year Ended December 31,

(MILLIONS OF DOLLARS) 2018 2017 2016

United States $ (4403) § (6879) $  (6,534)

Internationat 16,288 19,184 16,886
Income from continuing operations before provision/(benefil) for taxes on income™:® $ 14,885 $ 12305 $ 8,351

) 2018 v. 2017-~The decrease in the domestic loss was primarily due to lower interest expense paid to certain foreign subsidiaries, lower net losses on the
retirement of debt, higher net gains on investments in equity securities and increased revenue related to Eliquis, partially offset by higher certain asset
impairments and lower revenue for Viagra and the SIP portfolio. The decrease in international income was primarily related o lower interest income received
primarily from intercompany borrowings from Pfizer Inc. and higher charges related to certain cost reduction initiatives, partiaily offset by increased revenue
related to Ibrance and Eliquis.

2017 v. 2016-~The decrease in the domestic |oss was primarily due to lower restructuring charges and certain acquisition-related costs, the non-recurrence of
the 2016 impairment cn the remeasurement of HIS net assets, lower certain asset impairments and lower certain legal matters, partially offset by higher net
iosses 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 assets, lower restructuring charges and certain acquisition-related costs, and lower certain asset
impairments.

E

The following table provides the components of Provision/(benefit) for taxes on income based on the location of the taxing authorities:
Year Ended December 31,
(MILLIONS OF DOLLARS) 2018 2017 2016
United States
Current income taxes:

Federal $ 668 $ 1,267 % 342
State and local 9 45 (62)
Deferred income taxes:
Federal (1,663) (2,064} (419)
State and local 16 (304} {106)
Total U.S. tax provision (970) {1,055) {235)
M(a)
Current income taxes (3,035) 13,135 —
Deferred Income taxes 2,439 (23,795} e
Total TCJA tax provision (596) {10,660} —
Internationat
Current income taxes 2,831 2,709 1,532
Deferred income taxes (558) (42) {175)
Total international tax provision 2,273 2,667 1,358
Provision/fbenefit) for taxes on income 3 7063 (9.048) § 1,123

=) The 2018 current tax benefit and deferred tax expense primarily relate to the utilization of tax credit carryforwards against the repatriation tax liability associated
with the enactment of the TCJA. See discussion below and Note 5C.

In the fourth quarter of 2017, we recorded an estimate of certain tax effects of the TCJA including (i) the impact on deferred tax assets and
liabitities from the reduction in the U.S. Federal corporate tax rate from 35% to 21%, (i) the impact on valuation allowances and other state income
tax considerations, (i) the $15.2 billion repatriation tax liability on accumulated post-1986 foreign earnings for which we plan to elect, with the
filing of our 2018 U.S. Federat Consolidated Income Tax Return, payment over eight years through 2026 that is reported in Other taxes payable
in owr consolidated batance sheet as of December 31, 2017 and {iv) deferred taxes on basis differences expected to give rise to future taxes on
globat intangible low-taxed income. In addition, we had provided deferred tax liabilities in the past on foreign earnings that were not indefinitely
reinvested. As a result of the TCJA, in the fourth quarter of 2017, 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.

In 2018, we finalized our provisional accounting for the tax effects of the TCJA, based on our best estimates of available information and data,
and have reported and disclosed the impacts within the applicable measurement period, In accordance with guidance issued by the SEC, and
recorded a favorable adjustment of approximately $100 million to Provision/(benefit) for taxes on income. The amounts recorded may change in
the future due to uncertain tax positions. With respect to the aforementioned repatriation tax Hiability, our revised estimate is approximately $15
billion. The first instaliment, due in April 2019, is reported in Income taxes payable, and the remaining liability is reported in Other faxes payable
in our consolidated balance sheet as of December 31, 2018. We belleve that there may be additional interpretations, clarifications and guidance
from the U.S. Department of Treasury. Any change to our calculations resuiting from such additional interpretations, clarifications and guidance
would be reflected in the period of issuance. In addition, our obligations may vary as a result of changes in our uncertain tax positions and/or
availability of attributes such as foreign tax and other credit carryforwards.

The TCJA subjects a U.S. shareholder to current tax on globa! intangible low-taxed income earned by certain foreign subsidiaries. The FASB
Staff Q&A, Topic 740, No. 5, Accounting for Giobal 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 global intangible low-taxed income in future
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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 to reverse as global intangibie low-taxed income in future years. In 2017, we provided a provisional deferred
tax fiability of approximately $1.0 billion based on the evatuation of certain temporary differences inside each of our foreign subsidiaries that
are expected to reverse as global intangible low-taxed income. In 2018, this estimate was finalized and we have provided for an additionat
deferred tax liability of approximately $200 million, resulting in a deferred tax liability of approximately $1.2 bittion.

In 2018, the Provision/(benefit) for taxes on income was impacted by the following:

- estimated U.5. net tax benefits of approximately $600 miltion associated with the enactment of the TCJA {see discussion above), primarly
reflecting:

- approximately $500 million of tax benefits associated primarily with certain current year tax initiatives;

- approximately $100 million of tax benefits associated with adjustments to our provisional accounting for the tax effects of the TCJA,
reported and disclosed within the applicable measurement period, in accordance with guidance issued by the SEC, primarily consisting
of:

= $160 million of tax benefits related to the repatriation tax on deemed repatriated accumulated earnings of foreign subsidiaries; and
> $140 million of tax benefits associated with the remeasurement of other U.S. deferred tax labilities,

partially offset by:

= $200 million of tax expense refated to future taxes on global intangible low-taxed income;

- tax benefits of approximately $700 million representing tax and interest resulting from the resolution of certain tax positions pertaining to
prior years primarity with various foreign tax authorities, and the expiration of certain statutes of limitations; and

- tax benefits of approximately $740 milion related to certain asset impairments.

In 2017, the Provision/(benefit) 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), primarily reflecting:

> $22.8 billion 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 accumutated pre-2017 post-1986 earnings of foreign
subsidiaries;

> $1.0 billion tax expense related to future taxes on global intangible low-taxed income (see Nofe 5C); and
= approximately $100 million tax benefit primarity associated with certain tax initiatives;

- U.S. tax expense of approximately $1.3 biltion related to the repatriation tax on deemed repatriated current year earnings of foreign
subsidiaries;

« tax benefit of approximately $370 million related to net losses on early retirement of debt;

- tax benefits of approximately $150 miltion representing tax and interest resulting from the resolution of certain tax positions pertaining to
prior years primarity with various foreign tax authorities, and the expiration of certain statutes of limitations; and

« the non-deductibility of a $307 miltion fee payable to the federal government as a resutt of the U.S. Healthcare Legistation.
In 2018, the Provision/(benefit) for taxes on income was impacted by the following:

+ U.S. tax expense of approximately $1.1 billion as a result of providing U.S. deferred income taxes on certain funds earned outside the U.S.
that will not be indefinitely reinvested overseas, virtually alt of which were earned in 2016;

- tax benefits of approximately $460 million, representing tax and interest, resuiting from the resolution of certain tax positions pertaining to
prior years, primarily with various foreign tax authorities, and from the expiration of certain statutes of iimitations;

« benefits refated to the final resolution of an agreement in principle reached in February 2016 and finalized in Aprit 2016 to resolve certain
claims related to Protonix, which resulted in the receipt of information that raised our initial assessment in 2015 of the liketihood of prevailing
on the technicat merits of our tax position;

+ net tax benefits of $89 mitlion, 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 Poficies:
Adaoption of New Accounting Standards in Plizer’s 2016 Financial Report);

- the non-deductibility of a $312 million fee payable to the federal government as a result of the U.8. Healthcare Legistation; and

= the permanent extension of the U.S. R&D tax credit, which was signed into law in December 2015.

In alt years, federal, state and international net tax Habilities assumed or established as part of a business acquisition are not included in
Provision/(benefit) for taxes on income (see Note 2A).
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B. Tax Rate Reconciliation

The reconcitiation of the U_S. statutory income tax rate to our effective tax rate for income from continuing operations follows:
Year Ended December 31,

2018 2017 2016

U.S. statutory income tax rate 21.0% 35.0 % 35.0%
TCJAimpact® (5.0) {86.6) s
Taxation of non-U.S. operations ®» € @ (6.1) (17.0) (13.8)
Tax setttements and resolution of certain tax positions*® (5.8) {1.2) {5.5}
U.S. Healthcare Legislation’®” ® (0.4) 0.9 1.3
U.S. R&D tax credit and manufacturing deduction® 0.7) 0.7) (1.0}
Certain fegal setlements and charges® 0.9) 0.1 (2.9)
At other, net® 3.1 3.9 0.3

Effective tax rate for income from continuing operations 5.9% {73.5)% 13.4%

(@)
)

For a discussion about the enactment of the TCJA, see Note 5A.
For 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.S., together with the cost of repatriation decisions, which, for 2017, includes the repatriation tax on deemed repatriated 2017 earnings of foreign
subsidiaries discussed in Note 54, changes in uncertain tax positions not included in the reconcifing item called “Tax setflements and resclution of certain tax
positions,” as well as changes in valuation allowances. Specifically: {i} the jurisdictional location of earnings is a significant component of our effective tax
rate each year, and the rate impact of this compenent is influenced by the specific location of non-U.8. earnings and the levei of such earnings as compared
to our total earnings; (i) 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 cur effective tax rate each year resulling from the jurisdictional location of earnings; and (jii}
the impact of changes in uncertain tax positions not included in the reconciling item called “Tax seitlements 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 eamnings as well as repatriation costs, can vary as a result of the repatriation decisions, as a result of operating
fluctuations in the normal course of business and as a result of the extent and location of cther income and expense items, such as restructuring charges,
asset impairments and gains and {osses on strategic business decisions. See also Note 5A for the components of pre-tax income and Provision/{benefit) for
taxes on income, which is based on the location of the taxing authorities, and for information about settlements and cther items impacting Provision/tbenefit}
for taxes on income.
© in all periods presented, the reduction in our effective tax rate resufting from the jurisdictional location of earnings is largely due to lower tax rates in certain
jurisdictions, as well as manufacturing and other incentives associated with our subsidiaries in Puerto Rico and Singapore. 2016 also includes incentives in
Costa Rica and the Dominican Republic related to the Hospira infusion systems business, which was sold to 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 Singapore, we
benefit from incentive tax rates effective through 2031 on income from manufacturing and other operations.
@ The favorable rate impacts in 2018 and 2017 also reflect lower repatriation costs associated with the estimated income of cur 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.
For a discussion about tax settlements 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 iegal settlements and charges, see Note 5A.
® The favorable rate impact in 2018 is a result of the updated 2017 invoice received from the federal government, which reflected a lower expense than what
was previously estimated for invoiced periods, as well as certain tax initiatives.
@ A other, net in 2018 is primarily due to routine business operations and the non-recurrence of tax benefits associated with certain tax initiatives. 2017
primarily refates to tax benefits associated with certain tax initiatives in the normal course of business.

()

C. Deferred Taxes
Deferred taxes arise as a resuit of basis differentials between financial statement accounting and tax amounts.

The components of our deferred tax assets and liabilities, shown before jurisdictionat netting, follow:

2018 Deferred Tax* 2017 Deferred Tax*

(MILLIONS OF DOLLARS) Assets (Liabilities) Assels {Liabilities}
Prepaid/deferred items $ 1,655 $ (325) % 1837 % {132)
Inventories 280 {10) 405 {3
Intangible assets® 532 (7,620) 685 {10,808)
Property, plant and equipment 160 (1,011) 124 {755)
Empioyee benefits 2,292 {134) 2,346 {109)
Restructurings and other charges 266 — 240 {8)
{eqgatl and product tiability reserves 415 —_ 480 —
Net operating loss/tax credit carryforwards® © 2,512 —_ 4,502 —
Unremitted earnings — {83) — {85)
State and local tax adiustments 264 — 178 -
Alf other 200 (274) 492 (424)
8,576 (9,456) 11,289 {12,325)
Valuation allowances (2,068) — {2,203) —
Total deferred taxes $ 6508 % 9.456) $ 9086 § {12,325)
Net deferred tax lability™ $ (2,948) $ (3,238)

*

For 2018 and 2017, the deferred tax assets and liabilities associated with global intangible low-taxed income are included in the relevant categories above. See
Note 5A. 2018 excludes deferred tax assets and liabilities associated with fully dedicated consumer heaithcare subsidiaries. For additional information, see
Note 2C.
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@ The decrease in 2018 is primarily the result of amortization of intangible assets and certain impairment charges.

®) The decrease in 2018 is primarily a result of the utilization of tax credit carryforwards against the repatriation tax liability associated with the enactment of the
TCJA. See Note 5A.

) The amounts in 2018 and 2017 are reduced for unrecognized tax benefits of $3.3 billion and $3 .4 billion, respectively, where we have net operating loss
carryforwards, similar tax losses, and/or tax credit carryforwards that are available, under the tax law of the applicable jurisdiction, to settle any additional
income taxes that woutd result from the disallowance of a tax position.

@4y 2018, Nancurrent deferred tax assets and other nancurrent tax assets (30.8 billion}, and Nencurrent deferred tax Jiabiities {$3.7 billion). tn 2017,
Nancurrent deferred tax assets and other noncurrent tax assets {$0.7 billion), and Noncurrent deferred tax Fabilittes {$3.9 billion).

We have carryforwards, primarily refated to net operating and capital losses and charitable contributions, which are available to reduce future
U.S. federal and/or state, as well as international, income taxes payable with either an indefinite life or expiring at various times from 2018 to
2038. Certain of our U.S. net operating losses are subject to imitations under IRC Section 382.

Valuation allowances are provided when we betieve that our deferred tax assets are not recoverable based on an assessment of estimated
future taxable income that incorporates ongoing, prudent and feasible tax planning strategies, that would be implemented, if necessary, to
realize the deferred tax assets.

As of December 31, 2018, we have not made a U.S. tax provision on approximately $31.0 bition of urwemitted earnings of our internationat
subsidiaries. As these earnings are intended to be indefinitely reinvested overseas, the determination of a hypothetical unrecognized deferred
tax liability as of December 31, 2018 is not practicable.

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 Habilities related
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 invoive
compiex issues, interpretations and judgments and the resolution of matters may span muitiple years, particularly if subject to negotiation or
litigation. Qur assessments are based on estimates and assumptions that have been deemed reasonabie by management, but our estimates
of unrecognized tax benefits and potential tax benefits may not be representative of actual outcomes, and variation from such estimates could
materially affect our financial statements in the period of setiement or when the statutes of fimitations expire, as we treat these events as
discrete items in the period of resolution.

For a description of our accounting policies associated with accounting for income tax contingencies, see Nofe 1P, For a description of the
risks associated with estimates and assumptions, see Note 71C.

Uncertain Tax Positions

As tax faw is comptex and often subject to varied interpretations, it is uncertain whether some of our tax positions will be sustained upon audit.
As of December 31, 2018 we had approximately $5.1 biffion in net unrecognized tax benefits, excluding associated interest and as of
December 31, 2017 we had approximately $5.4 biltion in net unrecognized tax benefits, excluding associated interest.

+ Tax assets associated with uncertain tax positions primarity represent our estimate of the potential tax benefits in one tax jurisdiclion that
could result from the payment of income taxes in another tax jurisdiction. These potential benefits generally result from cooperative efforts
among taxing authorities, as required 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 Ekely than not, is dependent upon the actual payment of taxes in one tax
jurisdiction and, in some cases, the successful petition for recovery in another tax jurisdiction. As of December 31, 2018 we had
approximatety $1.1 billion in assets associated with uncertain tax positions. These amounts were included in Noncurrent deferred tax assets
and other noncurrent tax assets ($1.0 billion) and Noncurrent deferred tax Nabilitfes ($128 million). As of December 31, 2017, we had
approximately $1.2 billion in assets associated with uncertain tax positions. These amounts were included in Noncurrent deferred tax assets
and other noncurrent tax assets ($1.0 billion) and Noncurrent deferred tax Nabilitfes ($118 mitlion).

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 muitinational corporations. Substantially alf of these
unrecognized tax benefits, if recognized, would impact our effective income tax rate.

The reconciiation of the beginning and ending amounts of gross unrecognized tax benefits follows:

(MILLIONS OF DOLLARS) 2018 2017 2016
Balance, beginning $ (6,558) % (5,826} $ {5,919}
Acquisitions™ — 10 (83)
Increases based on tax positions taken during a prior period® (192) (49} {11)
Decreases based on tax positions taken during a prior pertod® © 561 28 409
Decreases based on settlements for a prior period™ 123 35 126
Increases based on tax positions taken during the current period® (370) (753) {489)
Impact of forelgn exchange 56 {121} (5)
Other, net® © 121 118 146
Balance, ending” $ (6,259) $ (6558) §  (5826)

@ £or 2017 and 2016, primarily related to the acquisitions of Medivation and Anacor. See also Note 2A.

© Primarily included in Provision/{benefit) for taxes on income.

@ Primarily related to effectively settling certain tax positions primarily with foreign tax authorities. See also Note 5A.
@ Primarily related to cash payments and reductions of tax attributes.
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e Primarily related to decreases as a result of a lapse of applicable statutes of limitations.

 1n 2018, included in ncome taxes payable ($11 million), Current tax assets ($1 million}, Noncurrent deferred tax assets and other noncurrent tax assets (347
million}, Norcurrent deferred tax lfabiiities {$3.2 billion} and Other taxes payabie ($3.0 billion}. In 2017, included in Income taxes payable (31 million),
Noncurrent deferred tax assets and other noncurrent tax assets ($123 million), Noncurrent deferred tax liabifities ($3.3 billion} and Gther taxes payable ($3.2
billion).

Interest related to our unrecognized tax benefits is recorded in accordance with the laws of each jurisdiction and is recorded primarily in

Provision/(benefit) for taxes on income in our consolidated statements of income. In 2018, we recorded a net increase in interest of $103

miltion. In 2017, we recorded a net increase in interest of $208 million; and in 2016, we recorded a net increase in interest of $72 miltion.

Gross accrued nterest totaled $1.1 billion as of December 31, 2018 {reflecting a decrease of approxdmately $16 million as a result of cash

payments) and gross accrued interest totated $975 miltion as of December 31, 2017 {reflecting a decrease of approximately $4 million as a

result of cash payments}. In 2018, this amount was inctuded in Income taxes payable ($6 million) and Other taxes payable {$1.1 biltion). In

2017, this amount was included in Other taxes payable {$975 million). Accrued penalties are not significant. See also Note 5A.

Status of Tax Audits and Potentiat Impact on Accruals for Uncertain Tax Positions

The U.S. 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 2011-2015 are currently under audit. Tax years 2016-2018 are open,
but not under audit. All other tax years are closed.

= With respect to Hospira, the federal income tax audit of tax year 2014 through short-year 2015 was effectively settied in the second quarter
of 2018. All other tax years are closed.

« 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 (2013-2018), Japan
(2017-2018), Europe (2011-2018, primarily reflecting Ireland, the United Kingdom, France, ltaly, Spain and Germany), Latin America
(1998-2018, primarily reflecting Brazil) and Puerto Rico {2011-2018}.

Any setttements or statutes of limitations expirations could result 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
$75 milion, as a result of settlements with taxing authorities or the explration of the statutes of timitations. 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 outcomes, and variation from such estimates could materially affect our financiat statements in
the period of settement or when the statutes of timitations expire, as we treat these events as discrete items in the period of resoiution.
Finalizing audits with the relevant taxing authorities can include formal administrative and tegal 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 Income/{Loss)

The following table provides the components of the Tax provision/{benefit) on other comprehensive income/(ioss):
Year Ended December 31,

(MILLIONS OF DOLLARS) 2018 2017 2016
Foreign currency translation adjustments, net™® $ 94 3 (215) § (15)
Unrealized holding gains/{losses} on derivative financial instruments, net 21 72 {75)
Reclassification adjustments for {gains)flosses included in net income 27 {224} 158
Reclassification adjustments of certain tax effects from AOCI to Retainsd earnings™ 1 e e
50 (152} 83

Unrealized holding gainsilosses) on avallable-for-sale securities, net (23) 102 49
Reclassification adiustments for {gains)flosses included in net income 16 {60} {(15)
Reclassification adjustments for tax on unrealized gains from AOCI to Retained earnings' {45) e e
(53) 42 34

Benefit plans: actuarial losses, net (141) {59} {535)
Reclassification adiustments related to amortization 55 192 186
Reclassification adjustments related to setttements, net 33 42 45
Reclassification adjustments of certain tax effects from AOCI to Retained earnings™ 637 e e
Other 29 {39} 36
612 137 (269)

Benefit plans: prior service {costs)eredits and other, net 2 —— 67
Reclassification adiustments related to amortization {39) {67} {64)
Reclassification adiustments related to curtaitments, net {4) {7} {10
Reclassification adjustments of certain tax effects from AOCI to Retained earnings™ (144) — —
Other — — {1)
(185) (74} {7)

Tax provision/{benefit) on other comprehensive income/loss) $ 518 {262} $ (174)

@) Taxes are not provided for foreign currency transfation adjustments relating to investments in international subsidiaries that will be held indefinitely.
®) Eor agditional information on the adoption of a new accounting standard related to reclassification of certain tax effects from AQCI, see Note 15.
©) Eor additional information on the adoption of a new accounting standard related to financial assets and liabilities, see Note 18.
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Note 6. Accumulated Other Comprehensive Loss, Excluding Noncontrolling Interests

The following table provides the changes, net of tax, in Accumulated ofther comprehensive loss:

Net Unrealized Gain/{Losses) Benefit Plans

Foreign . ) . Prior Service Accumuiated
Currency Derivative Available- Actuarial (Costs)/ Other
Translation Financial For-Sale Gains/ Gredits and Comprehensive
(MILLIONS OF DOLLARS) Adjustments Instruments Securities (Losses) Other Income/(Loss)
Balance, January 1, 2016 3 {5,863) § 421 % (227) $ (4733 3 880 % {8,522)
Other comprehensive income/{loss)® (797) (73) 96 (740) (1) {1,514)
Balance, December 31, 2018 (6,659) 348 (131) (5,473) 879 {11,036)
Other comprehensive incom e/(loss)(") 1,479 {378) 532 211 {129) 1,715
Balance, December 31, 2017 {5,180) (30) 401 {5,262) 750 {8,321)
Other comprehensive income/(loss) due fo
the adoption of new accounting
standards™ 2) ) (416) (637) 144 (913)
Other comprehensive income/(toss)® (893) 198 (53) (128) (166) (1,041)
Balance, December 31, 2018 $ (6,075) § 167 _§ (68) $ (6,027) § 728 § (11,275)
=

Amounts do not include foreign currency translation adjustments attributable to noncontrolling interests of $20 million loss in 2018, $14 million income in 2017
and $3 million loss in 2016.

Amounts represent the cumulative effect adjustments as of January 1, 2018 from the adoption of new accounting standards related to (i} financial assets and
liabilities and (i} the reclassification of certain tax effects from AOCI. For additional information, see Note 18.

As of December 31, 2018, we estimate that we will reclassify into 2019 income the following pre-tax amounts currently held in Accumulated
other comprehensive loss: $258 million of unreatized pre-tax net gains on derivative financiat instruments {which is expected to be offset
primarily by net losses resulting from reclassification adjustments related to net losses related to foreign currency exchange-denominated
forecasted intercompany inventory sales and avaitable-for-sale debt securities); $242 million of actuarial losses refated to benefit plan

obligations and plan assets and other benefit plan items; and $186 million of prior service credits, primarily related to benefit plan
amendments.
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Note 7. Financial Instruments

A. Fair Value Measurements

Financial Assets and Liabilites Measured at Fair Value on a Recurring Basis

On January 1, 2018, we adopted a new accounting and disclosure standard related to accounting for the recognition of financial assets and
liabilities. For additional information see Note 18.

The following table presenis the financial assets and liabilities measured at fair value using a market approach on a recurring basis by balance sheet
categories and fair vaiue hierarchy level as defined in Nofe 1E:

December 31, 2018 December 31, 2017

(MILLIONS OF DOLLARS) Total Level 1 fevel 2 Total Level 1 fevel 2
Fi ial assets ed at fair vaiue on a recurring basis:
Short-term investments
Classified as equity securities:
Money market funds $ 1,571 $ — % 1,571 3 2115 § — G 2,115
Equity™ 29 17 11 a5 16 19
1,600 17 1,583 2,150 16 2,134
Classified as available-for-sale debt securities:
Government and agency--non-U.S. 8,605 — 5,609 12,242 o 12,242
Corporate and other 5,482 — 5,482 3,120 s 3,120
15,091 — 15,091 15,362 — 15,362
Total short-term investments 46,691 17 16,674 17,512 16 17,496
Other current assets
Derivative assets:
interest rate contracts 97 — 97 104 — 104
Foreign exchange contracts 477 — 477 234 o 234
Total other current assets 574 — 574 337 o 337
{ong-term investments
Classified as equity securities:
Equity® 1,223 1,183 30 1440 1,308 42
Classified as trading securities:
Equity 50 50 — 73 73 e
1,273 1,243 30 1,514 1472 42
Classified as available-for-sale debt securities:
Government and agency—non-4.5 94 — 84 387 — 387
Corporate and other 397 — 397 4702 36 4 667
491 — 491 5,080 36 5,084
Total ong-term investments 1,764 1,243 521 6,603 1,507 5,096
Other noncurrent assets
Derivative assets.
Interest rate contracts 335 — 335 477 — a1t
Foreign exchange contracts 232 — 232 7 o 7
Total other noncurrent assets 566 — 566 484 — 484
Total assets $ 18595 § 1.260 § 18,335 3 24937 3 1623 $ 23414
Financial liabilities measured at fair value on a recurring basis:
Other current liabilities
Derivative liabilities:
interest rate contracts $ 5 $ — % 5 § 1 % — 5 1
Foreign exchange contracts 78 — 78 201 o 201
Total other current liabilities 82 — 82 201 o 201
Other noncurrent liabilities
Derivative liabifities:
Interest rate contracts 378 — 378 177 — 177
Foreign exchange contracts 564 — 564 313 — 313
Total other noncurrent liabilities 942 — 842 480 — 480
Total liabilities $ 1024 _§ =3 1024 5 681§ - $ 691

@ As of December 31, 2018, shart-term equity securities of $11 million and long-term equity securities of $29 million are held in trust for benefits attributable to the
former Pharmacia Savings Plus Plan. As of December 31, 2017, short-term equity securities of $19 million and long-term equity securities of $42 million are
held in trust for benefits attributable to the former Pharmacia Savings Plus Plan.
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Financial Assets and Liabilittes 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, 2018 December 31, 2017
Carrying Value Estimated Fair Value Carrying Value Estimated Fair Value
(MILLIONS OF DOLLARS) Total Level 2 Total Level 2
Financial Liabilities
Long-term debt, excluding the current portion $ 32909 § 35260 $ 35260 5 33,538 % 37,253 % 37,253

The differences between the estimated fair values and carrying vaiues of held-to-maturity debt securities, restricted stock and private equity
securities, and short-term borrowings not measured at fair vaiue on a recurring basis were not significant as of December 31, 2018 or
December 31, 2017. The fair value measurements of our held-to-maturity debt securities and our short-term borrowings are based on Level 2
inputs. The fair value measurements of our private equity securities, which represent investments in the fife sciences sector, are based on
Level 3 inputs using a market approach.

In addition, as of December 31, 2018 and 2017, we had long-term receivables whose fair value is based on Leve! 3 inputs. As of
December 31, 2018 and 2017, the differences between the estimated fair values and carrying values of these receivables were not significant.

Totat Short-Term and Long-Term Investments

The following table represents our investments by classification type:

As of December 31,

(MILLIONS OF DOLLARS) 2018 2017
Short-term investments
Equity securities $ 1600 $ 2150
Available-for-sale debt securities 15,091 15,362
Held-to-maturity debt securities 1,003 1,138
Total Short-term investments $ 17,694 18,650
Long-term investments
Equity securities $ 1,223 % 1,440
Trading equity securities 50 73
Available-for-sale debt securities 491 5,090
Held-to-maturity debt securities 59 4
Private equity investments carried at equity-method or cost 244 408
Total Long-term investments 2,767 7,015
Heid-to-maturity cash equivalents 199 719

Fair Value Methodology

Tre following inputs and valuation techniques were used to estimate the fair value of our financial assets and Habilities:

Trading debt securities—quoted market prices.

Available-for-sale debt securities-—third-party matrix-pricing mode! that uses significant inputs derived from or corroborated by observable
markel data and credit-adjusted interest rate yield curves.

Equity securities—quoted market prices and observable net asset value prices.

Derivative assets and liabilities {financial instruments}-—third-party matrix-pricing model that uses significant inputs derived from or
corroborated by observable market data. Where 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.

« Money market funds—observable net asset value prices.

We periodicaily review the methodotogies, inputs and outputs of third-party pricing services for reasonableness. Owr procedures can include,
for exampte, referencing other third-party pricing models, monitoring key observable inputs (like LIBOR interest rates) and selectively
performing test-comparisons of values with actual sales of financial instruments.
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B. Investments

At December 31, 2018 and 2017, the investment securities portfolio consisted of debt securities that were virtually all investment-grade.
Information on investments in debt and equity securities at December 31, 2018 and December 31, 2017 is as follows, including, as of
December 31, 2018, the contractual maturities, or as necessary, the estimated maturities, of the available-for-sale and held-to-maturity debt
securities:

Decermnber 31, 2018

Maturities (in Years}

December 31, 2017

Gross Unrealized

Gross Unrealized

Amartized Fair Qver 1 Amartized Fair

(MILLIONS OF DOLLARS) Cost Gains Lossas Value  Within 1 to 5 Qver 5 Totaf Cost Gains Losses Value
Avaitable-for-sale debt securities
Govetnment and agency—non-

u.s. § 9,754 § 7 % (58) § 9703 § 9609 § 9 § wo § 8703 § 12616 § 61§ (48) §$ 12620
Gorporate and other® 5,905 - @n 5,878 5,462 394 3 5878 7659 18 (52} 7,823
Time deposits and other 6568 — . 668 6510 24 35 668 1,081 — — 1,091
Government and agency—nan-

Uu.s. 582 — — 592 592 — — 592 770 — — 70
Total debt securities $ 16920 § B & (85) $16,842 $16203 § 512§ 38 $16842 § 22337 § 77§ {100y $ 22,313
Avaitable-for-sale equity securities™

Money market funds $ 2115 § — — $ 2115

Equity 728 588 (124} 1,180
Total available-for-sate equity

securities $ 2843 § 686 § (124) § 3,304

=) Brimarily issued by a diverse group of corporations.
) Upon the 2018 adoption of a new accounting standard related to financial assets and liabilities, available-for-sale equity securities were classified as equity
securities. For additional information see Note 18

The following table presents the net unrealized gains and losses for the period that relate to eguity securities still held at the reporting date,
catculated as follows:

(MILLIONS OF DOLLARS) December 3%, 2018

Net gains recognized during the period on investments in equity securities™ $ 586
Less: Net gains recognized during the period on equity securities sold during the period (109)
Net unrealized gains during the reporting period on equity secwrities still held at the reporting date $ 477
™ The net gains on investments in equity securities are reported in Other {income)/deductions—net and, for 2018, include unrealized net gains on equity
securities reflecting the adoption of a new accounting standard in the first quarter of 2018, For additional information, see Nate 4.
C. Short-Term Borrowings
Short-term borrowings include:
As of December 31,
(MILLIONS OF DOLLARS) 2018 2017
Commercial paper $ 3100 §$ 6,100
Current portion of long-term debt, principal amount™® 4,781 3,532
Other short-term borrowings, principal amount™ 966 320
Total short-term borrowings, principal amount 8,847 9,951
Net fair value adjustments related to hedging and purchase accounting (5) 14
Net unamortized discounts, premiums and debt issuance costs (11) (12)
Totat Short-tern borrowings, including current portion of long-term debt, carried at historicat proceeds,
as adjusted $ 8,831 $ 9,953

®) For additional information, see Note 7D.
®) Other short-term borrowings primarily include cash collateral. For additional information, see Note 7F.

The weighted-average effective interest rate on commerciat paper outstanding was approximately 2.42% as of December 31, 2018 and 1.36%
as of December 31, 2017.

On June 24, 2016, we acguired Anacor and assumed its short-term debt with an acquisition date fair vatue of $698 million, which was
redeemed in the second and third quarters of 2016.

As of December 31, 2018, we had access to a $7.0 billion U.S. revolving credit facility expiring in 2023, which may be used to support our

commercial paper borrowings. In addition to the U.S. revolving credit facility, our ienders have provided us an additionat $553 million tines of
credit, of which $502 million expire within one year. Of these total tines of credit, $7.5 billion were unused as of December 31, 2018.
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D. Long-Term Debt

New Issuances

In 2018, we issued the following senior unsecured notes:
(MILLIONS OF DOLLARS)

Maturity Date Interest Rate Principal
September 2021 3.000% notes®™  § 1,000
September 2023 Floating rate notes (LIBOR plus 0.33%)" 300
September 2023 3.200% notes® 1,000
September 2028 3.600% notes'® 1,000
September 2038 4.100% notes®™ 700
September 2048 4.200% notes'® 1,000

Total long-term debt issued™® $ 5,000

) Fixed rate notes may be redeemed by us at any time, in whale, or in part, at varying redemption prices pius accrued and unpaid interest.

) Floating rate notes may not be redeemed by their terms prior to maturity.

" The weighted-average effective interest rate for the notes at issuance was 3.56%.

Irr March 2017, we completed a public offering of $1.065 biltion principal amount of senior unsecured notes due 2047 with an interest rate of
4.20%, and atso in March 2017, we completed a public offering of €4.0 billion principal amount of senior unsecured notes with a weighted-
average effective interest rate of 0.23%.

On November 21, 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%.

On June 3, 2016, we completed a public offering of $5.0 billlon aggregate principal amount of senior unsecured notes with a weighted-average
effective interest rate of 2.09%.

Retirements

In January 2019, we repurchased all €1.1 bitlion principat amount outstanding of the 5.75% euro-denominated debt that was due June 2021
before the maturity date at a redemption vatue of €1.3 bilion. As a result, we recorded a net loss of approximately $138 miltion, which included
the related termination of cross-currency swaps, and that was recorded in Other (income)/deductions—net in the consolidated statement of
income in the first guarter of 2019.

In December 2017, we exchanged approximately £833 milion and repurchased £197 mitlion principal amount of the outstanding 6.50% debt
before the maturity date at a redemption value of £1.7 billion, leaving £470 million principai amount of the 6.50% debt due 2038 outstanding.
Also, in December 2017, we repurchased approximately €834 milion principal amount of the outstanding 5.75% debt before the maturity date
at a redemption vatue of €1.0 billion, leaving approximately €1.2 bilfion of the 5.75% euro-denominated debt due 2021 outstanding as of
December 31, 2017, As a result, we recorded a net loss of approximately $846 million and $153 million upon the exchange and early
retirement of the U.K. pound-denominated debt and the early retirement of the euro-denominated debt, respectively, for a net loss on early
retirement of debt of $999 million. which included the refated termination of cross-currency swaps, and that were recorded in Other (income)/
deductions——net in the consolidated 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
billion. The debt repurchased included $3.27 billion carrying vatue 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 refated termination of interest rate swaps, and which
was recorded in Other (income)/deductions—net in 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
2018 and 2017 by maturity:

As of December 31,

(MILLIONS OF DOLLARS) 2018 2017
Notes due 2019 (1.3%)® $ — $ 4,848
Notes due 2020 (1.2% and 1.1%) 1,474 1,528
Notes due 2021 (3.4% and 3.5%) 4,459 3,550
Notes due 2022 (0.3%) 1,145 1,199
Notes due 2023 (3.6% and 4.3%) 2,892 1,582
Notes due 2024 (4.4%) 1,500 1,500
Notes due 2026-2028 {3.3% and 3.2%) 5,718 4,759
Notes due 2034 (6.5%) 750 750
Notes due 2036-2039 (6.0% and 6.2%) 7,301 6,636
Notes due 2040-2044 (3.8%) 4,004 4,106
Notes due 2046-2048 (4.2%) 3,315 2,315
Total ong-term debt, principal amount 32,558 32,783
Net fair value adjustments related to hedging and purchase accounting 479 872
Net unamortized discounts, premiums and debt issuance costs (136) {125)
Other long-term debt 7 8
Total ong-term debt, carried at historical proceeds, as adjusted 32.909 33538
Current portion of long-term debt, carried at historical proceeds {not included above {1.3% and 2.4%)} 4,776 3,546

@ At December 31, 2018, the debt issuances have been reclassified to the current portion of long-term debt.

Our fong-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

Mytotarg (gemtuzumab ozogamicin)

In Aprl 2018, the EU approved Mylotarg for the treatment of acute myeloid leukemia. In connection with the EU approvat, we incurred an
obligation to make guaranteed fixed annual payments over a ten-year period aggregating $301 million related to an R&D arrangement. We
recorded the estimated net present value of $240 million as a fiability and an intangible asset in Developed technology rights as of the
approvat date. In June 2018, we entered into a transaction with the obligee to buyout the remaining Hability for the fixed annual payments for a
lump sum payment of $224 mitlion. As a result of the buyout transaction, the liability was extinguished and we recognized a non-cash

$17 miltion pre-tax gain in Other (income)/deductions—net in the second guarter of 2018 {see Nofe 4).

Bosulif (bosutinib)

In December 2017, the U.S. FDA approved Bosulif for the treatment of patients with newly-diagnosed chronic-phase Ph+ CML. In connection
with the U.S. approval, we incurred an obligation to make guaranteed fixed annual payments over a ten-year period aggregating $416 miltion
related to an R&D arrangement. We recorded the estimated net present value of $364 million as of the approval date as an intangible asset in
Developed technology rights. In August 2018, we entered into a transaction with the obligee to buyout a portion of the remaining liability for the
fixed annuat payments for a lump sum payment of $71 million. As a resuit of the buyout transaction, the tiability was reduced and we
recognized a non-cash $9 mitlion pre-tax gain in Other (income)/deductions—nef in the third quarter of 2018, The present value of the
remaining future payments as of December 31, 2018 is $209 million, of which $23 million is recorded in Other current liabilities and $186
million is recorded in Other noncurrent fiabiitfes.

Besponsa (inotuzumab ozogamicin)

In August 2017, the U.S. FDA approved Besponsa and in June 2017, the EU approved Besponsa as monotherapy for the treatment of aduits
with relapsed or refractory CD22-positive B-celt precursor acute fymphobtastic 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 million refated to an R&D arrangement. We
recorded the estimated net present vatue of $248 million as of the approval date as an intangible asset in Developed technology rights. The
present value of the remaining future payments as of December 31, 2018 is $243 million, of which $7 million is recorded in Other current
lizbilities and $235 mitlion is recorded in Other noncurrent liabilities. |n connection with the EU approvat, we incurred an obligation to make
guaranteed fixed annual payments over a nine-year period aggregating $148 million refated to an R&D arangement. We recorded the
estimated net present value of $123 million as of the approval date as an intangible asset in Developed technology rights. The present value
of the remaining future payments as of December 31, 2018 is $122 million, of which §3 million is recorded in Other current liabilities and $119
million is recorded in Other noncurrent liabilities.

The differences between the estimated fair values, using a market approach in the Level 2 fair value hierarchy, and carrying vaiues of these
obligations were not significant as of December 31, 2018.
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F. Derivative Financial Instruments and Hedging Activities

We adopted a new accounting standard in the first quarter of 2018, as of January 2018. For additional information, see Note 1B.

Foreign Exchange Risk

A significant portion of our revenues, earnings and net investments in foreign affiiates 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 refation to same-
currency costs and same-currency assets in retation 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 another currency, or
against the impact of translation into U.S. dollars of certain foreign exchange-denominated transactions.

All derivative financial instruments used to manage foreign currency risk are measured at fair value and are reported as assets or liabilities on
the consolidated balance sheet. The derivative financial instruments primarily hedge or offset exposures in the euro, U.K. pound, Japanese
yen, Swedish krona and Chinese Renminbi. 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
refationships, as follows:

« Generally, 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. Upon the adoption of the new standard in 2018, for certain foreign exchange
contracts, we exclude an amount from the assessment of hedge effectiveness and recognize that excluded amount through an amortization
approach. We also recognize the offsetting foreign exchange impact atlributable to the hedged item in earnings.

= Generally, we record in Ofher comprehensive income/(loss) 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 period or periods during which the hedged transaction
affects earnings. Upon the adoption of the new standard in 2018, for certain foreign exchange contracts, we exclude an amount from the
assessment of hedge effectiveness and recognize that excluded amount through an amortization approach.

« Upon the adoption of the new standard in 2018, for foreign exchange contracts, we exclude an amount from the assessment of hedge
effectiveness and recognize that exciuded amount through an amortization approach. We record in Other comprehensive income/(loss) 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 Hquidation of our net investments. Historically, as part
of our net investment hedging program, we recognized the gain and loss impact on foreign exchange contracts designated as hedges of our
net investments in earmnings 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 iquidation of our net investments-—to the
extent of change in the foreign exchange spot rates.

= For certain foreign exchange confracts not designated as hedging instruments, we recognize the gains and losses on foreign currency
exchange contracts that are used to offset the same foreign currency assets or liabilities immediately into earnings atong with the eamings

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 ewro, Japanese
yen, Chinese renminbi, Canadian dofiar, U.K. pound and Australian dollar-denominated intercompany inventory sates expected to occur no
more than two years from the date of each hedge.

For 2017, any ineffectiveness is recognized immediately into earnings. There is no significant ineffectiveness for 2017.
Interest Rate Risk

Our interest-bearing investments and borrowings are subject to interest rate risk. 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. We currently borrow primadly
on a long-term, fixed-rate basis. Historicaily, we strove to borrow primarily on a floating-rate basis; but in recent years we borrowed on a fong-
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 interest
rates on the hedged item, matching the amount and timing of the hedged item. The derivative financial instruments primarily hedge U.S. dotlar
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 earings upon the recognition of
the change in fair value of the hedged risk. We also recognize the offsetting earnings impact of fixed-rate debt attributable to the hedged
risk in earnings.

For 2017, any ineffectiveness is recognized immediately into earnings. There is no significant ineffectiveness for 2017.
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The following table provides the fair value of the derivative financial instruments and the related notional amounts presented between those
derivatives that are designated as hedging instruments and those that are not designated as hedging instruments:

(MILLIONS OF DOLLARS) December 31, 2018 December 31, 2017
Fair Value Fair Value
Notional Asset Liability Notionat Asset Liability

Derivatives designated as hedging instruments:

Foreign exchange contracts® $ 22984 § 654 $ 586 $ 18,723 § 179 ¢ 459

Interest rate contracts 11,145 432 383 12,430 581 178

1,085 968 760 637

Derivatives not designated as hedging instruments:

Foreign exchange contracts $ 15154 55 55 $ 14,300 62 54
Totat $ 1140 $ 1,024 $ g22 % 591

) As of December 31, 2018, the notional amount of outstanding foreign currency forward-exchange contracts hedging our intercompany forecasted inventory
sales was $5.8 hillion.

The following table provides information about the gains/{losses) incurred to hedge or offset operational foreign exchange or interest rate
risk:

Amount of Amount of Gains/{Losses)
Gains/{Losses) Amount of Gains/{Losses) Reclassified from
Recognized in OID" Recognized in OCI**® " OCl into OID ang COS®» @

As of December 31,
(MILLIONS OF DOLLARS) 2018 2017 2018 2017 2018 2017

Derivative Financial Instruments in Cash Flow
Hedge Relationships:

Foreign exchange contracts™ $ - % 6) $ 80 $ {12) $ (182) $ 520
Amount excluded from effectiveness testing

recognized in earnings based on an
amortization approach — 140 153

) (b

Derivative Financiat Instruments in Fair Value
Hedge Relationships:

Interest rate contracts {348) {60} — — — —
Hedged item gain 348 60 — — — —
Foreign exchange contracts 5 {19} —_ —_ — —
Hedged item gain/{loss) (5) 19 — e —_ e

Derivative Financiat Instruments in Net
Investment Hedge Relationships:

Foreign exchange contracts — s 175 . —_ e

The portion of gains/{losses) on foreign
exchange contracts excluded from the
assessment of hedge effectiveness — 77 68

Non-Derivative Financial Instruments in Net
Investment Hedge Relationships:

Foreign currency short-term borrowings — — 68 — — —

Foreign currency long-term debt® — — 149 {580) — —_
Derivative Financiat Instruments Not Designated

as Hedges:

Foreign exchange contracts 136 (87) — — — —
Alt other net — e (1) 2 2 1

$ 136 $ 3} $ 688 % (591} $ 41§ 520

OID = Other (income)/deductions—net, included in Gther fincome)/deductions——net in the consolidated statements of income. COS = Cost of Sales, included in

Cast of sales in the consolidated statements of income. OC! = Other comprehensive incomef{loss}, included in the consolidated statements of comprehensive

income.

© eor 2017, there is no significant ineffectiveness.

©) For derivative financial instruments in cash flow hedge refationships, the gains and losses are included in Other comprehensive income/{lossj--Unrealized
hoiding gains/{fosses) on derivative financial instruments, net. For derivative financial instruments in net investment hedge relationships and for foreign currency
debt designated as hedging instruments, the effective portion is included in Gther comprehensive income/fiossj—-Fareign currency translation adjustments, net.

“ Based on year-end foreign exchange rates that are subject to change, we expect to reclassify a pre-tax gain of $156 million within the next 12 months into Cost
of safes. The maximum length of fime over which we are hedging future foreign exchange cash flow refates to our $1.8 biflion U K. pound debt maturing in 2043.

© Short-term borrowings include foreign currency short-term borrowings with carrying values of $1.4 billion as of December 31, 2018, which are used as hedging

instruments in net investment hedges. Long-term debt includes foreign currency long-term borrowings with carrying values of $3.2 billion as of December 31,

2018, which are used as hedging instruments in net investment hedges.

(@)
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The following table provides the totat amount of each income and expense line in which the results of fair value or cash flow hedges are

recorded:

(MILLIONS OF DOLLARS) December 31, 2018
Cost of sales $ 41,248
Qther (income)/deductions—net 2116

The following table provides the amounts recorded in our consolidated batance sheet refated to cumuiative basis adjustments for fair value

hedges:
Cumulative Amount of Fair
Value Hedging Adjustment
Gainsf{Losses) Included in the
Carrying Amount of Hedged Carrying Amount of the
AssetsfLiabilities Hedged Assets/Liabilities
{MILLIONS OF DOLLARS) December 31, 2018 December 31, 2018
Long-term investments $ a5 § (1)
Short-term borrowings, including current portion of long-term debt 1,499 5
Long-term debt 9 952 45

Certain of our derivative instruments are covered by associated credit-support agreements that have credit-risk-related contingent features
designed to reduce both counterparties’ exposure to risk of defaulting on amounts owed by the other party. As of December 31, 2018, the
aggregate fair value of these derivative instruments that are in a net liability position was $472 milion, for which we have posted coliaterat of
$544 million in the normal course of business. If there had been a downgrade to below an A rating by S&P or the equivaient rating by Moody's,
we would not have been required to post any additional collaterat to our counterparties.

As of December 31, 2018, we received cash coilateral of $8681 million from various counterparties. The collateral primarily supports the
approximate fair value of our derivative contracts. With respect to the collateral received, the obligations are reported in Short-term
borrowings, including current portion of long-term debt.

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 failure of any counterparties to perform under the agreements. There are no significant concentrations of
credit risk related to our financial instruments with any individuat counterparty, except for certain significant customers. For additional
information, see Note 78C. As of December 31, 2018, we had amounts due from a well-diversified, high gquality group of banks {$4.4 bilion)
from around the world. For detalls about our investments, see Nofe 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 to receive cash collateral, depending on levels of exposure, our credit rating and the credit
rating of the counterparty, see Note 7F above.

Note 8. Inventories

The following table provides the components of Inventories:

As of December 31,

(MILLIONS OF DOLLARS) 2018 2017
Finished goods $ 2262 % 2,883
Work in process 4,701 3,908
Raw materials and supplies 546 788
Inventories™ $ 7.508 % 7,578
Noncurrent inventories not included above™ $ 618 § 683

& The change from December 31, 2017 primarity reflects the reclassification of $538 million to Assets held for sale during the fourth quarter of 2018 (see Note 2C)
and a decrease due to foreign exchange, partially offset by increases for certain products to meet targeted levels in the normal course of business, primarily for
inventory build for supply recovery, new product launches and the movement of products within our manufacturing network.

®) Included in Other noncurrent assets. There are no recoverability issues associated with these amounts.
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Note 9. Property, Plant and Equipment

The following table provides the components of Property, plant and equipment.

Useful Lives As of December 31,

(MILLIONS OF DOLLARS) {Years} 2018 2017
Land - % 500 $ 540
Buildings 33-50 9,920 10,254
Machinery and eguipment 8-20 11,871 11,902
Furniture, fixtures and other 3-121/2 4,693 4,661
Construction in progress - 2,992 2,680

29,977 30,037
{ess: Accumulated depreciation 16,591 16,172
Property, plant and equipment® $ 13,385 $ 13,865

) The decrease in total property, plant and equipment is primarily due to depreciation, the reclassification of $675 miilion to Assets held for sale during the fourth
quarter of 2018 (see Note 2C}, reductions due to asset impairments largely associated with cost reduction initiatives not associated with acquisitions {see Naote
3}, and the impact of foreign exchange, partially offset by capital additions.

Note 10. Identifiable Intangible Assets and Goodwill

A. |dentifiable Intangible Assets

Balance Sheet Information

The following table provides the components of ldentifiable intangible assets:

December 31, 2018 December 31, 2017
identifiable Identifiable
Intangible Intangible
Gross Assets, less Gross Assets, less
Carrying Accumulated Accumuiated Carrying Accumutated Accumulated
(MILLIONS OF DOLLARS) Amount Amortization  Amortization Amount Amortization Amortization
Finite-lived intangible assets

Developed technology rights*/ $ 89430 § (58.895) $ 30,535 $ 89550 $ {54,785} % 34,765
Brands® 923 (708) 215 2,134 {1,152} 982
Licensing agreements and other 1,436 {1,140) 296 1,911 {1,096} 815
91,788 (60,743) 31,045 93,595 {57,033} 36,562

Indefinite-lived intangible assets
Brands and other'” 1,994 1,994 6,929 6,929
IPR&D™ 2,171 2,471 5,249 5,249
4,165 4,165 12,179 12,179
Identifiable intangible assets™ $ 95954 § (60,743) $ 35211 $ 105774 % (57,033) $ 48,741

) The changes in the gross carrying amount of Developed technalagy rights, Brands, Brands and ather and IPR&D primarily reflect (i) the reclassification of $6.1
billion of Brands and Brands and other 1o Assets held for sale during the fourth quarter of 2018 (see Note 2C), (ii} the transfer of $2.7 billion from IPR&D to
Developed technology rights to reflect the approval of Xtandi in the U.S. for the treatment of men with non-metastatic castration-resistant prostate cancer, which
is being developed through a collaboration with Astelias (see Note 2A), {iii} $240 million of Developed technology rights recorded in connection with the EU
approval of Mylotarg (see Nate 7E), as well as impairments of $2.9 billion of Developed technalogy rights {see Nate 4).

The decrease in /dentifiable intangible assets, less accumuiated amortization, is primarily due to the reclassification of $5.8 billion of intangible assets, net, {36.3
biflion total gross carrying amount) to Assets held for sale during the fourth quarter of 2018 (see Nofe 2C) and amortization and impairments, partially offset by
additions, mainly consisting of $240 million of Developed technology rights recorded in connection with the EU approval of Mylotarg {see Note 7E}.

E

Qur dentifiable intangible assets are associated with the following, as a percentage of total identifiable intangible assets, less accumutated

amortization:
December 31, 2018
IH EH WRD
Developed technology rights 76% 24% —
Brands, finite-lived — 100% —
Brands, indefinite-lived — 100% —
IPR&D 65% 18% 17%
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Developed Technoiogy 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, sel 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 wel-diversified portfoiio of
hundreds of developed technology rights across therapeutic categories, representing the commercialized products included in our
biopharmaceutical businesses. The more significant components of developed technology rights are the following (in order of significance):
Xtandi, Prevnar 13/Prevenar 13 Infant, Eucrisa, Premarin, Prevnar 13/Prevenar 13 Aduit, Enbret and, to a lesser extent Tygacil, Pristiqg,
Refacto AF and Bosulif. 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. The more significant components of indefinite-lived brands are the following {in order of significance): Xanax, Medrol and
Depo-Medrol. The more significant components of finite-lived brands are the following {in order of significance). Depo-Provera and Zavedos.

IPR&D

IPR&D assets represent R&D assets that have not yet received regulatory approval in a major market. A significant component of IPR&D at
Becember 31, 2018 is the program for the oral PARP inhibitor for the treatment of patients with germline BRCA-mutated advanced breast
cancer acquired as part of the Medivation acquisition. IPR&D assets are required to be classified as indefinite-lived assets until the successfui
comptletion or the abandonment of the associated R&D effort. Accordingly, during the development period after the date of acquisition, these
assets will not be amortized untit approval is obtained in a major market, typicaily either the U.S. or the EU, or in a series of other 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 tikely be written-off, and
we will record an impairment charge.

For IPR&D 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 IPR&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 targest component, developed technology rights, is
approximately 9 years. Total amortization expense for finite-lived intangible assets was $5.0 billion in 2018, $4.8 bitlion in 2017 and $4.1 billion
in 2016.

The following table provides the annual amortization expense expected for the years 2019 through 2023:

(MILLIONS OF DOLLARS) 2019 2020 2021 2022 2023
Amortization expense $ 4581 § 3,552 § 3,467 § 3217 § 2,820
B. Goodwill

The following table provides the components of and changes in the carrying amount of Goodwil:

(MILLIONS OF DOLLARS) IH EH Total
Batance, January 1, 2017 $ 30,134 § 24315 $ 54,449
Additions™ 572 92 664
Other™ 435 404 840
Batance, December 31, 2017 31,141 24,811 55,952
Other™® (2,264) (277) (2,541)
Balance, December 31, 2018 $ 28,877 § 24,534 § 53.411

= \H additions primarily represent measurement period adjustments related to our Medivation acquisition, and EH additions relate to our acquisition of
AstraZeneca's small molecule anti-infectives business (see Nofe 2A}.

®) primarily reflects the impact of foreign exchange and an adjustment of our estimate of goodwill asscciated with the HIS net assets sold

 primarily reflects the impact of the reclassification of $2.0 billion to Assets heid for safe during the fourth quarter of 2018 (see Note 2C), foreign exchange and
the contribution of the allogeneic CAR T developmental program assets and operations to Allogene that constituted a business for accounting purposes (see
Note 2B).
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Note 11. Pension and Postretiremeni Benefit Plans and Defined Contribution Plans

The maijority of our empioyees worldwide are eligible for retirement benefits provided through defined benefit pension plans, defined
contribution plans or both. In the U.S., we sponsor both IRC-gualified and supplemental {non-gualified) defined benefit plans and defined
contribution plans. A qualified ptan 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 favor of highly
compensated employees with regard to coverage, benefits and contributions. A supplementat {non-qualified) plan provides additional benefits
to certain employees. In addition, we provide medical insurance benefits to certain retirees and their eligible dependents through our
postretirement plans.

A. Components of Net Periodic Benefit Costs and Changes in Other Comprehensive Loss

The following table provides the annual {income)/cost and changes in Other comprehensive income/(loss) for our benefit plans:
Year Ended December 31,
Pension Plans

us. SuppLiJéﬁiental Postretirement
Qualified™ (Non-Qualified) Internationat Plans

(MILLIONS OF DOLLARS) 2018 2017 2016 2018 2017 2016 2018 2017 2016 2018 2017 2016
Service cost®™ $ — $ 269 $ 257 $ — $24 % 18 $ 136 $ 171 $ 165 $ 39 $ 42 § 4
Interest cost 598 634 646 55 54 53 212 204 233 72 90 101
Expected return on plan

assets {1.040) {1,005} {958} — e e (360) {345y  (381) (37) {36) (34)
Amortization of:

Actuarial losses® 120 393 395 13 50 37 101 116 93 7 31 32

Prior service cost/{credits) 2 3 5 (1) (1) (1) 4 4y (3) (178) (182) (174)
Curtaitments 12 13 10 1 1 1 (4) e {2) (17) {19} (26)
Settiements 113 75 90 26 39 28 4 4 — . .
Special termination benefits 6 — — 10 — — — 1 1 2 — —

Net periodic benefit costs/
{in comeg) reported in

fncome" (189) 382 444 103 166 137 84 147 115 (111) {75) {59)
{Income)/cost reported in

Other compregensive

income/floss)™ 361 141 253 (189) 23 121 84 {301} 540 105 {8) 3

{Income)/cost recognized in
Comprehensive income $ 171 $ 523 $ 697 $ (86) $189 § 258 $ 168 F{154) $ 755 § (6) $ (83) § (56)

) In the second quarter of 2017, we settled the remaining obligation associated with the Hospira U.5. qualified defined benefit pension plan. We purchased a
group annuity contract on behalf of the remaining plan participants with a third-party insurance provider. As a result, we were relieved of the $156 million net
pension benefit abligation and recorded a pretax settiement gain of $41 million, partially offset by the recognition of actuarial losses and prior service costs upon
plan settlement of approximately $30 million in Other {incomej/deductions—net {see Note 3).

Effective January 1, 2018, we froze two significant defined benefit pension plans to future benefit accruals in the U.S. and U.K. and as a result, service costs for
those plans are eliminated. In addition, due to the plan freeze, the average amortization period for the U.8. qualified plans and U.8. supplemental (non-
qualified) plans was extended to the expected life expectancy of the plan participants, whereas the average amortization period in prior years utilized the
expected future service period of plan participants.

We adopted a new accounting standard on January 1, 2018 that requires the net periodic pension and postretirement benefit costs other than service costs be
presented in Other fincomej/deductions—net on the consolidated statements of income. For additional information, see Note 18 and Note 4

in 2017 and 20186, the changes to Gther comprehensive fincomej/oss for the international plans was impacted by foreign currency movements. For details of
the changes in Other comprehensive (income)ioss, see the benefit plan activity in the consolidated statements of comprehensive income.

E

Y

The following table provides the amounts in Accumuiated other comprehensive loss expected to be amortized into 2019 net periodic benefit
costs:

Pension Plans

us. U.S. Supplementat
(MILLIONS OF DOLLARS) Qualified {Non-Qualified) International Postretirement Plans
Actuariat tosses™ $ (148) $ 9 % 81) § “4)
Prior service credits and other 3 1 3 178
Total $ {145) § 9) $ (78) 3§ 175

= Due to the U.S. Plizer Consolidated Pension Plan freeze effective for January 1, 2018, the average amortization period for the U.5. qualified plans and U.5.
supplemental (non-qualified} plans reflect the expected life expectancy of the plan participants, whereas prior years utilized the expected future service period of
plan participants. The average amortization periods to be utilized for 2019 are 24.2 years for our U.S. qualified plans, 25.3 years for our U.S. supplemental
{non-qualified} plans, 20 years for our international plans, and 9.3 years for our postretirement plans.
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B. Actuarial Assumptions

The following table provides the weighted-average actuarial assumptions of our benefit plans:
(PERCENTAGES) 2018 2017 2016

Weighted-average assumptions used to determine benefit obligations
Discount rate:

U.S. gualified pension plans 4.4% 3.8% 4.3%
U.8. non-gualified pension plans 4.3% 3.7% 4.2%
International pension plans 2.5% 2.3% 2.4%
Postretirement plans 4.3% 3.7% 4.2%
Rate of compensation increase:
U.S. qualified pension plans® — 2.8% 2.8%
U.S. non-qualified pension plans® —_ 2.8% 2.8%
International pension plans 1.4% 2.5% 2.6%

Weighted-average assumptions used to determine net periodic benefit cost
Discount rate:

U.8. qualified pension plans 3.8% 4.3% 4.5%
U.S. non-gualified pension plans 3.7% 4.2% 4.5%
International pension plans interest cost® 2.0% 2.1% 2.1%
International pension plans service cost® 2.3% 2.3% 3.0%
Postretirement ptans 3.7% 4.2% 4.5%
Expected return on plan assets:
U.S. gualified pension plans 7.5% 8.0% 8.0%
International pension plans 4.4% 4.7% 5.2%
Postretirement plans 7.5% 8.0% 8.0%
Rate of compensation increase:
U.S. gqualified pension plans 2.8% 2.8% 2.8%
U.S. non-gualified pension plans 2.8% 2.8% 2.8%
International pension plans 2.5% 2.6% 2.6%

) Effective January 1, 2018, we froze the defined benefit plans to future benefit accruals in the U.S. and members’ accrued benefits ta that date no longer
increase in line with future compensation increases. The rate of compensation increase is therefore no longer an assumption used to determine the benefit
obligation.

®) 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 reported 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 annuat 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 settted. 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
consistent with local requirements. Overall, the yield curves used to measure the benefit obligations at year-end 2018 resuited in higher
discount rates as compared to the prior year.

The following table provides the healthcare cost trend rate assumptions for our U.S. postretirement benefit plans:

2018 2017
Heaithcare cost trend rate assumed for next year (up to age 65) 5.8% 6.1%
Healthcare cost trend rate assumed for next year (age 65 and older} 6.5% 7.0%
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 table provides the effects as of December 31, 2018 of a one-percentage-point increase or decrease in the healthcare cost
trend rate assumed for postretirement benefits:

(MILLIONS OF DOLLARS) Increase Decrease
Effect on total service and interest cost components $ 3 % (2)
Effect on postretirement benefit obligation 35 (27)
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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, plan assets and funded status of our benefit plans:
Year Ended December 31,
Pension Plans

U.S. Supplemental Postretirermnent
U.S. Quatified™ {Non-Qualified) International®™ Prans®®
(MILLIONS OF DOLLARS) 2018 2017 2018 2017 2018 2017 2018 2017
Change in benefit obligation®
Benefit obligation, beginning $ 16,702 $ 15547 § 1,495 § 1450 $10607 $ 9691 § 2,028 § 2254
Service cost — 269 — 24 136 171 39 42
Interest cost 598 634 55 54 212 204 72 90
Employee contributions — e — e 7 6 102 94
Plan amendments (22) e — e 29 2 2 e
Changes in actuarial assumptions and
other {1,219) 1,614 (152) 110 (169) 135 (122) “rn
Foreign exchange impact — - — — (457) 760 (4) 5
Acquisitions/divestituresfother, net — e — e (2) 26 — 1
Curtaitments 11 11 1 e (3) e (1) 1
Setttements (391) (842) (72) (98} {34) {31} —_ .
Special termination benefits 6 — 10 — —_ 1 2 —
Benefits paid (546) (530) (58) (45} (373) {357} (249) {280)
Benefit obfigation, ending'™ 15,141 16,702 1,280 1,495 9,952 10,607 1,870 2,028
Change in plan assets
Fair value of plan assets, beginning 14,284 12 556 — — 8,863 7,683 494 458
Actual gain/{loss) on plan assets (796) 2,005 — — {77) 811 (22) 39
Company contributions 500 1,095 129 143 209 160 145 183
Employee contributions — —— — — 7 6 102 94
Foreign exchange impact — - — — (380) 561 — o
Acqguisitions/divestitures, net —_ e — s —_ 30 — -
Setttements (391) (842) (72) (98} {34) {31} — .
Benefits paid (546) (530) (58) (45) (373) (357} (249) {280)
Fair value of plan assets, ending 13,051 14,284 —_ — 8,215 8,863 469 494
Funded status—Plan assets less than benefit
obligation $ (2089) 3 (2418) § (1,280) $ (1,495) § (L,738) § (1,745} § (1,401) § (1,534)

{(a) The favorable change in the funded status of our U.S. qualified plans was primarily due o an increase in the discount rate at the end of 2018, partially offset by
a decrease in actual return on plan assets.

®) The favorable change in the intemational plans’ funded status was primarily due to favorable currency mavements, partially offset by a decrease in the actual
return on plan assets.

* The favorable change in the funded status of our postretirement plans was primarily due to an increase in the discount rate at the end of 2018, partially offset by
a decrease in actual return on plan assets.

@ Forthe U.S. and international pension plans, the benefit abligation is the PBO. For the postretirement plans, the benefit obligation is the ABO. The ABO for all of
our U.$. qualified pension plans was $15.1 billion in 2018 and $16.7 billien in 2017. The ABO for our U.$. supplemental (non-qualified) pension plans was $1.3
biflion in 2018 and $1.5 billion in 2017. The ABO for our international pension plans was $9.5 billion in 2018 and $10.1 bilkon in 2017.
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The following table provides information as to how the funded status is recognized in our consolidated balance sheets:

As of December 31,
Pension Plans
U.S. Supplementat

Postretirement
U.5. Qualified {Non-Qualified) International Plans

(MILLIONS OF DOLLARS) 2018 2017 2018 2017 2018 2017 2018 2017
Noncurrent assets® $ — % —  § — $ —  § 401 $ 454§ — $ —
Current liabilities® M — (167) {160) (28) (26) (29) (31)
Noncurrent liabilities® {2,088) (2,418} {1,113) (1,336) (2,111) {2172) (1,371) {1,504)
Funded status $ {(2,089) $§ (2418) $ (1,280) § (1495) $ (1,738) § (1,745) § (1,401) § (1,534)
) included primarily in Gther noncurrent assets.

®) Included in Accrued compensation and refated items.
= Included in Pension benefit abligations, net and Postretirement benefit abligations, net, as appropriate.

The following table provides the pre-tax components of cumutative amounts recognized in Accumulated other comprehensive loss:

As of December 31,
Pension Plans
U.S. Supplementat Postretirement
U.8. Qualified {Non-Quatified) International Plans

(MILLIONS OF DOLLARS) 2018 2017 2018 2017 2018 2017 2018 2017
Actuarial tosses™ $ (5061) $ (4677) $ (370) $ {561) $ (2,372) $ (2322) § (202) $ {293)
Prior service (costs)/credits 1 {23} 1 1 — 34 994 1,190
Total $ (5060) $ (4699 $ (370) $ {559) § (2,372) § {2288) § 792 $ 897
¥ The accumulated actuarial losses primarily represent the impact of changes in discount rates and other assumptions that result in cumulative changes in our

PBO, as well as the cumulative difference between the expected return and actual return on plan assets. These accumulated actuarial losses are recognized in
Accumulated 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 approach.

The following table provides information related to the funded status of selected benefit plans:

As of December 31,
Pension Plans

U.S. Suppiementat

U.S. Qualified {Non-Qualified} International

(MILLIONS OF DOLLARS) 2018 2017 2018 2017 2018 2017
Pension plans with an ABO in excess of pian assets:

Fair value of plan assets $ 13,051 3 14284 $ — 3 — $ 4514 882

ABO 15,141 16,702 1,280 1,495 6,286 2,724
Pension plans with a PBO in excess of plan assets:

Fair value of plan assets 13,051 14,284 — — 5,432 1,626

PBO 15,141 16,702 1,280 1,495 7,571 3,825

All of our U.S. ptans and many of our international plans were underfunded as of December 31, 2018.
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D. Plan Assets

The following table provides the components of plan assets:

Fair Value™ Fair Value'®!
As of Assets As of Assets
December 31,  Level Level Level Measure{b December 31, Meas“'aﬁ
(MILLIONS OF DOLLARS) 2018 1 2 3 at NAV' 2017  Level1l Level2 Levwel3 at NAV®
U.8 qualified pension plans
Cash and cash equivalents 3 443 3 53 $ 390 § — 5 —  § 655 § 115 $ 540 § — 8 —
Equity securities:
Global equity securities 3,156 3,119 37 — — 4,157 4,118 38 1 —
Equity commingled funds 233 - 634 - 299 1,194 — 802 - 392
Fixed income securities:
Corporate debt securities 4,654 1 4,650 3 - 4,250 5 4,242 3 -
Government and agency
obligations 1,391 — 1,391 — — 1,316 — 1,318 — —
Fixed income commingled
funds 96 — — — 96 94 — — — 94
Other investments:
Partnership investments'® 1,165 — — — 1,165 1,497 — — — 1,197
insurance contracts 192 - 192 - - 215 — 215 - -
Other commingted funds® 1,021 - - - 1,021 1,206 e . . 1,206
Total $ 13,051 $3173 $7294 § 3 3 2,581 § 14284 $4238 $7153 § 4 5 2,889
International pension plans
Cash and cash equivalents L] 246 $ 39 5 208 § — 5 — 3 385 $ 48 § 337 % — 3 —
Equity securities:
Global equity securities 2 2 - - - 154 146 8 - -
Equity commingled funds 1,876 — 1,413 — 463 2,897 — 1,594 — 1,303
Fixed incorne securities:
Corporate debt securities 727 — 727 — — 588 — 588 — —

Government and agency
obligations'®’ 1,305 - 1,305 - - 716 — 716 — —

Fixed income commingled
funds 1,770 - 1,007 - 762 2181

f

1,340 — g41
Other investments:
Partnership investments™ 57 - 4 - 53 42 — 7 — 35
insurance contracts™ 759 — 74 684 1 496 — 75 420 1
Other' 1,473 — 71 382 1,020 1,404 — 408 468 528
Total 3 8215 $ 40 $4803 $1,065 § 2,300 § 8863 $ 194 $5073 $§ B87 § 2,709
4.8 postretirement plans'™
Cash and cash equivalents $ - 3% - 3% - % - 3 —  § T I T .
Equity securities:

Global equity securities — — — — — — . — — -

Equity commingled funds — — — — — — — — — —
Fixed income securities:

Corporate debt securities - — — — — —_ —_ —_ —_ —

Government and agency
obligations — — — — — — . — — -

Fixed income commingled
funds — — — — — — — — — —

Other investments:
Partnership investments'® - — — — — . - — — —
insurance contracts 469 — 469 — — 494 —_— 494 — —_
Other commingfed funds'® - - - — — - - - - -
Total $ 469 $ — § 469 § — 8 — s 49 5 % 404 3 3 —

(a)Fair values are determined based on valuation inputs categorized as Level 1, 2 or 3 (see Note 1E).

(b)Certain investments that are measured at NAV per share {or its equivalent} have not been classified in the fair value hierarchy. The NAV amounis presented in
this table are intended to permit reconciliation of the fair value hierarchy to the amounts presented for the total pension benefits plan 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.8. plan assets, investments in hedge funds and, to a lesser exdent, 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.5. retiree medical plans.

et
[}

(]
i
fs

&

1
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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

(MILLIONS OF DOLLARS) 2018 2017 2018 2017
Fair value, beginning $ 420 $ 254 §$ 468 $ 324
Actual return on plan assets:

Assets held, ending 4 1 15 18

Assets sold during the period — - — 1
Purchases, sales, and settlements, net 188 138 (31) 94
Transfer intof{out of) Levet 3 107 — (51) —
Exchange rate changes (31) 27 (20) 30
Fair value, ending $ 684 $ 420 $ 382 $ 468

A single estimate of fair value can result from a complex series of judgments about future events and uncertainties and can rely heavity on
estimates and assumptions. For a description of our general accounting poticies assoctated with developing fair value estimates, see Nofe 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 Other investments are valued based on year-
end reported NAV {or its equivalent), with adjustments as appropriate for lagged reporting of up to three months.

The following methods and assumptions were used to estimate the fair value of our pension and postretirement plans’ assets:

« Cash and cash equivalents: Leve! 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 individual securities that are valued at the closing price or tast 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 guoted prices in active markets of the underlying
securities. Level 3 investments may include individual securities that are uniisted, delisted, suspended, or iliiquid and are typically valued
using their last available price.

« Fixed income securities: Levet 1 investments may include individual securities that are valued at the closing price or {ast 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 obligations and other fixed income securities valued using bid evaluation pricing models or quoted prices of securities with simitar
characteristics. Level 3 investments may include securities that are valued using alternative pricing sources, such as investment managers
or brokers, which use proprietary pricing modeis that incorporate unobservable inputs.

= Other investments: Level 1 investments may include individual securities that are vatued at the closing price or fast 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) 2018 2018 2017
U.5. qualified pension pians

Cash and cash equivalents 0-10% 3.4% 4.6%

Equity securities 35-55% 31.3% 37.5%

Fixed income securities 28-53% 47.1% 39.6%

Cther investments®™ 5-20% 18.2% 18.3%
Total 100% 100% 100%
internationat pension plans

Cash and cash equivalents 0-10% 3.0% 4.3%

Equity securities 20-40% 22.9% 34.4%

Fixed income securities 35-60% 46.3% 39.3%

Other investments 10-35% 27.9% 21.9%
Totat 100% 100% 100%
U.S. postretirement plans

Cash and cash eguivalents 0-5% —_ —

Equity securities — — —

Fixed income securities — — —

Other investments 95-100% 100% 100%
Total 100% 100% 100%

2] Actual percentage of plan assets in Other investments for 2018 includes $192 million, as compared to $215 million in 2017, 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 2009, and $177
million in 2018, as compared to $253 million in 2017, related to an investment in a partnership whese primary holdings are public equity securities.

Global ptan 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 contributions over the long-term. We utifize 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 historical experience, as well as the impact of portfolio diversification, active portfolio managemenrt, and our view of
current and future economic and financiat market conditions. As market conditions and other factors change, we may adjust owr targets
accordingly and our asset allocations may vary from the target allocations.

Our fong-term asset allocation ranges reflect our asset class return expectations and tolerance for investment risk within the context of the
respective plans’ long-term benefit obligations. These ranges are supported by analysis that incorporates historical and expected returns by
asset ctass, as well as volatifities and correlations across asset classes and our liability profite.

Each pension pian is overseen by a local committee or board that is responsible for the overall investment of the pension plan assets. In
determining investment policies and associated target allocations, each committee or board considers a wide variety of factors. As such, the
target asset aliocation for each of our internationat pension plans is set on a standalone basis by the relevant board or committee. The target
asset allocation 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 allocations for each plan typically fails.

The investment managers of certain separately managed accounts, commingted 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 quatified pension plans that are at least sufficient to meet the minimum requirements set forth in
applicable employee benefit laws 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. Supplementat Postretirement
(MILLIONS OF DOLLARS) U.8. Qualified {Non-Quatified) Internationat Plans
Expected employer contributions:
2019 § 11 $ 167 § 177§ 160

Expected benefit payments:

2019 $ 1387 % 1867 % 354 % 166

2020 1,089 121 372 171

2021 1,058 114 380 171

2022 1,020 113 385 168

2023 1,018 103 387 165

20242028 4,837 445 2,068 777

The above table reflects the totat U.S. and internationat ptan benefits projected to be paid from the plans or from our general assets under the
current actuarial assumptions used for the catcutation of the benefit obtigation and, therefore, actual benefit payments may differ from
projected benefit payments.

F. Defined Contribution Plans

We have defined contribution plans in the U.S. and severat other countries. For the majority of the U.S. defined contribution plans, employees
may contribute a portion of their sataries and bonuses 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-
contributory 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-union employees in the U.S. and Puerto Rico defined
benefit plans transitioned to the RSC in the defined contribution plans. We recorded charges related to the employer contributions to globat
defined contribution plans of $622 miltion in 2018, $380 mitkion n 2017 and $317 miltion in 2016.

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 generat corporate
purposes. On October 23, 2014, we announced that the Board of Directors had authorized an $11 billion share repurchase program, which
was exhausted in the first quarter of 2017. In December 2015, the Board of Directors authorized a new $11 billion share repurchase program
(the December 2015 Stock Purchase Plan), which was exhausted in the third quarter of 2018. In December 2017, the Board of Directors
authorized an additional $10 billion share repurchase program, to be utilized over time, and share repurchases commenced thereunder in the
third guarter of 2018 {the 2017 program}. In December 2018, the Board of Directors authorized a new $10.0 billion share repurchase program
to be utilized over time. This new program is in addition to the $4.2 billion remaining under the company's 2017 program authorization as of
December, 31 2018.

On March 8, 2016, we entered into an accelerated share repurchase agreement with GS&Co. to repurchase $5 bitlion of owr common stock.
Pursuant to the terms of the agreement, on March 10, 2016, we paid $5 billion to GS&Co. and recetved an inftiat delivery of approximately 136
million shares of our common stock from GS&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, 2016, approximately 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, resulted in GS&Co. owing us a certain number of shares of Pfizer common stock. Pursuant to the agreement’s settliement terms,
we recelved 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.

On February 2, 2017, we entered into an accelerated share repurchase agreement with Citibank to repurchase $5 bilfion of owr common stock.
Pursuant to the terms of the agreement, on February 6, 2017, we paid $5 billion to Citibank and received an initial delivery of approximately
126 mition shares of our common stock from Citthank at a price of $31.73 per share, which represented, based on the closing price of our
common stock on the NYSE on February 2, 2017, approximately 80% of the notional amount of the accelerated share repurchase agreement.
On 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 setttement terms, we received an
additional 24 mitlion shares of our common stock from Citibank on May 19, 2017. The average price paid for alt of the shares delivered under
the accelerated share repurchase agreement was $33.31 per share. The common stock recelved is included In Treasury Stock. This
agreement was entered into pursuant to our previously announced share repurchase authorization.

On March 12, 2018, we entered into an accelerated share repurchase agreement with Citibank to repurchase $4.0 biltion of our common
stock. Pursuant to the terms of the agreement, on March 14, 2018, we paid $4.0 bitlion to Citibank and received an initial delivery of
approximately 87 million shares of our common stock from Citibank at a price of $36.61 per share, which represented, based on the closing
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price of our common stock on the NYSE on March 12, 2018, approximately 80% of the notional amount of the accelerated share repurchase
agreement. On September 5, 2018, the accelerated share repurchase agreement with Citibank was completed, which, per the terms of the
agreement, resuited in Citibank owing us a certain number of shares of Pfizer common stock. Pursuant to the agreement's settlement terms,
we recelved an additional 21 million shares of our common stock from Citibank on September 7, 2018. The average price paid for all of the
shares delivered under the accelerated share repurchase agreement was $36.86 per share. The common stock received is included in
Treasury stock. This agreement was entered into pursuant to our previously announced share repurchase authorization.

Open market purchases totaled $8.2 billion in 2018 under owr publicly announced share-purchase plans.

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 IN MILLIONS, DOLLARS IN BILLIONS} 2018 2017 2016
Shares of common stock purchased 307 150 154
Cost of purchase $ 122 $ 50 $ 5.0

) Represents shares purchased pursuant to the accelerated share repurchase agreement with Citibank entered into on March 12, 2018, as well as other share
repurchases. See above for additional information.

) Represents shares purchased pursuant to the accelerated share repurchase agreement with Citibank entered into on February 2, 2017, See above for
additional information.

1 Represents shares purchased pursuant to the accelerated share repurchase agreement entered into on March 8, 2016. See above for additional information.

After giving effect to the accelerated share repurchase agreement, as well as other share repurchases through December 31, 2018, our
remaining share-purchase authorization was approximately $14.2 biflion at December 31, 2018.

On February 7, 2019, we entered into an accelerated share repurchase agreement with GS&Co. to repurchase approximately $6.8 bittion of
our common stock. This agreement was entered into pursuant to our previously announced share repurchase authorization. For additional
information, see Note 79.

B. Preferred Stock

The Series A convertible perpetual preferred stock is held by an employee stock ownership plan (Preferred 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 liquidation rights. Each share is convertible, at the holder’s option, into 2,574 .87 shares of our
common stock with equal voting rights. The conversion option is indexed to our common stock and reguires share settlement, 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 both at a price of $40,300 per share.

C. Employee Stock Ownership Plans

We have two employee stock ownership plans {collectively, the ESOPs}, the Preferred ESOP and another that holds common 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 dituted EPS calculation. As of

December 31, 2018, the Preferred ESOP held preferred shares convertible into approximately 1 mitlion shares of our common stock, and the
Common ESOP held approximately 49 million shares of our common stock. As of December 31, 2018, all shares of preferred and common
stock hetd by the ESOPs have been allocated to the Pfizer U.S. defined contribution plan participants. The compensation cost refated to the
Common ESOP was $19 million in 2018, $11 million in 2017 and $9 mitlion in 2016.

Note 13. Share-Based Paymentis

Our 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, PTSRUs 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 Aprit 24, 2014 (the carryforward
shares). In addition, the 2014 Plan provides that the number of stock options, Stock Appreciation Rights {(known as TSRUs and PTSRUSs),
RSUs, or other 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, white TSRUs, PTSRUs 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 million shares. As of December 31, 2018, 195 million
shares were avaitable for award.

Although not required to do so, we have used authorized and unissued shares and, to a lesser extent, treasury stock to satisfy our obligations
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,

(MILLIONS OF DOLLARS) 2018 2017 2016
TSRUs® $ 302 3 221§ 134
RSUs 286 301 299
PPSs 276 209 135
PSAs 62 47 13
Stock options 12 55 108
Directors’ compensation 10 7 4
Share-based payment expense 949 840 691
Tax benefit for share-based compensation expense® (180) (163) {205)
Share-based payment expense, net of tax $ 769 $ 677 $ 486

) ncludes $7.0 million of expense for PTSRUs.
®) 2018 and 2017 include the impact of the TCJA on income taxes.

Amounts capitalized as part of inventory cost were not significant for any period presented.

B. 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 settlement price and the grant price,
plus the dividends accumulated during the five-year or seven-year term, if and to the extent the totat value is positive. The settlement price is
the average closing price of our common stock during the 20 trading days ending on the fifth 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 settied 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 substantiat risk of
forfeiture.

On Qctober 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 "refiree eligible" (at least age 55 with at least 10 years of service), to elect to exercise and
convert his/her TSRUs when vested, into PTUs. 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 value 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 wilt be settled in our common stock on the TSRUs originat
setttement date (i.e., the fifth or seventh anniversary of grant), and will be subject to all of the terms and conditions of the original grant
including forfeiture provisions. This modification applied to approximately 2,900 employees, inctuding members of senior management. There
was no incremental compensation cost resulting from the modification. Beginning in 2017, TSRUs were granted with the right for retirement-
eligible employees to elect to 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 simutation 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, andlor Research and
development expenses, as appropriate.

The following table provides the weighted-average assumptions used in the valuation of TSRUs:

Year Ended December 31,

2018 2017 2016
Expected dividend yield® 3.73% 3.69% 3.85%
Risk-free interest rate™ 2.60% 1.98% 131%
Expected stock price volatility™ 20.00% 18.39% 21.64%
Contractual term {vears) 512 511 512

# Determined using a constant dividend yield during the expected term of the TSRU.
®) Petermined using the interpolated yield on U.8. 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 2018:

Weighted-Average
Grant-Date  Weighted-Average

TSRUs Fair Value Grant Price

{Thousands) Per TSRU Per TSRU

Nonwvested, December 31, 2017 103,906 $ 607 % 3247
Granted 47,755 7.42 3575
Vested® (7.203) 6.67 34.49
Forfeited {5.512) 6.55 33.88
Nonvested, December 31, 2018 138,945 §$ 648 § 33.44

¥ Includes the madification of appreximately 1.7 miflion TSRUs to approximately 260 employees, including management employees, in connection with our
Organizing for Growth initiative. The {erms were modified to permit the vesting upon termination. The impact to compensation expense was immaterial.

The following table summarizes TSRU and PTU information as of December 31, 2018%

Weighted-
Weighted- Average  Aggregate
Average Remaining Intrinsic
TSRUs PTUs Grant Price Contractual Value
{Thousands) (Thousands) Per TSRU Term (Years} (Mitlions)
TSRUs Outstanding 156,534 — $ 33.09 31 $§ 2073
TSRUs Vested® 17,588 — 30.30 15 332
TSRUs Expected to vest™ 133,878 — 33.38 3.2 1,688
TSRUs exercised and converted to PTUs —_ 1,385 § —_ 05 § 60

M n 2018, we settled 7,643,846 TSRUs with a weighted-average grant price of $23.13 per unit.

®) 1n 2018, 2,809,662 TSRUs with a weighted-average grant price of $27.86 per unit were converted into 1,408,622 PTus.

 Includes the modification of approximately 1.7 mittion TSRUs to approximately 260 employees, including management employees, in connection with our
Organizing for Growth initiative. The terms were modified to permit the vesting upon termination. The impact to compensation expense was immaterial.

¥ The number of TSRUS expected to vest takes into account an estimate of expected forfeitures.

The foltowing table provides data related to all TSRU activity:

Year Ended December 31,

{MILLIONS OF DOLLARS, EXCEPT PER TSRU AMOUNTS) 2018 2017 2016
Weighted-average grant-date fair vaiue per TSRU $ 742 $ 623 § 5.83
Total compensation cost related to nonvested TSRU grants not yet recognized, pre-tax $ 246 $ 232 % 164
Weighted-average period over which TSRU cost is expected to be recognized {years) 1.6 1.7 1.9

C. Performance Total Shareholder Return Units

In December 2017, PTSRUs were awarded to the then Chairman and Chief Executive Officer and the then Group President, Pfizer Essentiat
Health. These awards were granted in connection with our Board's succession planning for the Chairman and Chief Executive Officer and our
announcement on November 13, 2017 that our then 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 then Group President, Pfizer Essential Health, had
been appointed Group President, Pfizer Innovative Heailth. In addition 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 model. 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.

D. 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 resutting from dividend equivalents paid on such RSUs. For RSUs granted during the periods presented, in virtuatly all
instances, the units vest after three years of continuous service from the grant date.

We measure the vatue of RSU grants as of the grant date using the closing price of our common 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, andlor Research and development expenses, as appropriate.
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The following table summarizes all RSU activity during 2018:

Weighted-Average
Shares Grant-Date Fair Value

{Thousands) Per Share

Nonvested, December 31, 2017 22241 $ 32.64
Granted 9,083 35.90
Vested® (3,701) 34.02
Reinvested dividend equivalents 974 38.96
Forfeited (1,321) 33.85
Nonvested, December 31, 2018 27,276 % 33.70

T Includes the modification of approximately 1580 thousand RSUs to approximately 140 employees, including management employees, in connection with our
Organizing for Growth initiative. The terms were modified to permit vesting upon termination. The impact to the compensation expense was immaterial.

The following table provides data related to all RSU activity:

Year Ended December 31,

(MILLIONS OF DOLLARS) 2018 2017 2016
Total fair value of shares vested™ $ 146§ 584§ 293
Total compensation cost related to nonvested RSU awards not yet recognized, pre-tax $ 256 § 254§ 262
Weighted-average period over which RSU cost is expected to be recognized {years) 1.7 1.7 1.7

) 2018 includes modification of approximately 150 thousand RSUs to approximately 140 employees, including management employees, in connection with our
Organizing for Growth initiative. The terms were modified to permit vesting upon termination. The impact to the compensation expense was immaterial. 2017
includes the modification for a commitment to pay approximately 6.4 million RSUs to approximately 9,900 employees, including senior and key management
employees, for 6.6 million R8Us. These shares were paid in the first quarter of 2018.

E. Portfolio Performance Shares

PPSs are awards granted to select employees which, when vested, entitle the holder to receive, at the end of the performance period, a
number of shares within a possible range of shares of our common stock, including shares resuiting from dividend equivalents paid on such
shares. For PPSs granted during the period presented, the awards vest after three years of continuous service from the grant date and the
number of shares paid, if any, depends on the achievement of predetermined goals related to Pfizer’s long-term product portfolio during a five-
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.

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 probabie vesting term into Cost of sales, Selling, informational and
adrministrative expenses andlor Research and development expenses, as appropriate, and adjusted each reporting period, as necessary, to
reftect 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 2018, with the shares representing the maximum award that could be achieved:

Weighted-Average

Shares Intrinsic Value

{Thousands} Per Share

Nonvested, December 31, 2017 20973 $ 36.22
Granted 6,769 35.74
Vested® (7,483) 37.31
Forfeited 998 38.23
Nonvested, December 31, 2018 19,261 § 43.65

(a}includes the modification of approximately 200 thousand PPSs to approximately 140 employees, including management employees, in connection with our
Organizing for Growth initiative. The terms were modified to permit the vesting upon termination. The impact to compensation expense was immaterial.
) Vested and non-vested shares outstanding, but not paid as of December 31, 2018 were 33.9 miltion.

The following table provides data related to all PPS activity:

Year Ended December 31,

(MILLIONS OF DOLLARS) 2018 2017 2016
Total fair vaue of shares vested® $ 169§ 131§ 118
Totat compensation cost related to nonvested PPS awards not yet recognized, pre-tax $ 102 $ 94§ 93
Weighted-average period over which PPS cost is expected to be recognized {vears) 1.8 1.7 1.8

=) Includes the madification of approximately 200 thousand PPSs to approximately 140 employees, including management employees, in connection with our
Organizing for Growth initiative. The {erms were modified to permit the vesting upon termination. The impact to compensation expense was immaterial.
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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 resulting from dividend equivalents, for awards granted in 2015 and later, depends upon the
achievement of predetermined goals related to two measures: (i) operating income (for performance years through 2018) or net income (for
2019 and later years) 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 related 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 common
stock. The values are amortized on a straight-line basis over the probabie vesting term into Cost of sales, Selling, informational and
administrative expenses, andlor 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.

Th;:_ foll%wing table summarizes all PSA activity during 2018, with the shares granted representing the maximum award that coutd be
achieved:

Weighted-Average

Shares i
{Thousands) Intr!;ﬂféfﬁé&;z
Nonvested, December 31, 2017 4024 $ 36.22
Granted 1,833 35.74
Vested® (112) 39.58
Forfeited (463) 37.12
Nonvested, December 31, 2018 5282 § 43.65

® Includes the modification of a few PSAs to a few employees, inciuding management employees, in connection with our Organizing for Growth initiative. The
terms were medified to permit the vesting upon termination. The impact to compensation expense was immaterial.

The following table provides data related to all PSA activity:

Year Ended December 31,

(MILLIONS OF DOLLARS) 2018 2017 2016

Total fair vaiue of shares vested® $ O 58§ 9

Total compensation cost refated to nonvested PSA grants not yet recognized, pre-tax $ 41 $ 34 $ 30
i o i i i i S) 1.8 1.8 1.8

= Includes the 2018 modification of a few PSAS to a few employees, including management employees, in connection with cur Organizing for Growth initiative.
The terms were modified to permit the vesting upon termination. The impact to compensation expense was immaterial. Includes the 2017 modification for a
commitment ta pay 1.1 million PSAs to approximately 8G employees, including senior and key management employees, for 1.1 million PSAs. These
shares were paid in the first quarter of 2018.

G. Stock Options

Stock options are awarded to setect employees and, when vested, entiie the holder to 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 oplions 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 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 hetd for at least one year from the grant date before any vesting may occus. In the event of a sale of business or plant closing
or restructuring, options held by employees are immediately vested and are exercisabie for a period of three months following the date
employment is terminated or through their remaining term, depending on various conditions.

We measure the vatue 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 generally are amortized on a straight-line basis over the vesting term into Cost of sales,
Selling, informational and administrative 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,

2018 2017 2016
Expected dividend yield® 3.73% 369% 3.85%
Risk-free interest rate®™ 2.85% 2.23% 1.55%
Expected stock price volatifity™ 20.02% 18.39% 21.64%
Expected term (years)™ 6.75 6.75 675

) Determined using a constant dividend yieid during the expected term of the option.
) fretermined using the interpolated yield on 4.5, Treasury zero-coupon issues.

= Determined using implied volatility, after consideration of historical volatility.

) Determined using historical exercise and post-vesting termination patterns.
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The following table summarizes all stock option activity during 2018:

Weighted-Average

Weighted-Average Remaining Aggregate
Shares Exercise Price Contractuat Term Intrinsic Vatue®
{Thousands) Per Share {Years) {Millions)
Qutstanding, December 21, 2017 150,757 $ 27.27
Granted 1,372 35.74
Exercised (47,740) 26.59
Forfeited (219) 33.96
Expired 379 24.69
Outstanding, December 31, 2018 103,791 27.69 44 3 1,657
Vested and expected to vest, December 31, 208" 103,621 27.68 4.4 1,655
Exercisable, December 31, 2018 100078 % 27.47 42 & 1.619

=) Market price of cur underlying commeon stock less exercise price.

®) Includes the modification of approximately 190 thousand stock options to a few employees, including management employees, in connection with our
Organizing for Growth initiative. The terms were modified to permit a longer exercise term after termination.

= The number of options expected to vest takes into account an estimate of expected forfeitures.

The following table summarizes data related to ali stock option activity:

Year Ended December 31,
(MILLIONS OF DOLLARS, EXCEPT PER STOCK OPTION AMOUNTS) 2018 2017 2016

Weighted-average grant-date fair value per stock option $ 506 $ 401 § 3.89
Aggregate intrinsic value on exercise $ 625 $ 331§ 389
Cash received upon exercise $ 1,259 § 862 $ 1,019
Tax benefits reatized related to exercise $ 115 $ 95 $ 112
Total compensation cost refated to nonvested stock options not yet recognized, pre-tax $ 5 % 107 $ 58
Weighted-average period over which stock option compensation cost is expected to be recognized
{years) 1.7 0.8 1.1
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,
(IN MELLIONS) 2018 2017 20186
EPS Numerator—Basic
Income from continuing operations $ 11,179 $ 21363 % 7,229
Less: Net income attributable to noncontrolling interests 36 47 31
Income from continuing operations attributable to Pfizer Inc. 11,143 21,306 7,198
Less: Preferred stock dividends—net of tax 1 1 1
Income from continuing operations attributable to Pfizer Inc. common shareholders 11,142 21,305 7,197
Discontinued operations--net of tax 10 2 17
Less: Discontinued operations—net of tax, attributable to noncontrolting interests — — —
Discontinued operations-net of tax, attributable to Pfizer Inc. common shareholders 10 2 17
Net income attributable to Pfizer Inc. common shareholders $ 11152 $ 21307 § 7.214
EPS Numerator—Dituted
Incaogiygeo;n’:%%rvg\sf;ggsoperat;ons attributabte to Pfizer Inc. common shareholders and $ 14143 § 21306 § 7497
Discontinued operations—net of tax, attributable to Pfizer Inc. common sharehotders and
assumed conversions i0 2 17
Net income attributable to Pfizer Inc. common shareholders and assumed conversions $ 11153 % 21308 % 7.214.
EPS Denominator
Weighted-average number of common shares outstandingwaasic“‘) 5,872 5970 6,089
Common-share equivalents: stock options, stock issuable under employee compensatson
plans, convertible preferred stock and accelerated share repurchase agreements® 105 89 70
Weighted-average number of common shares outstanding-Diuted 5977 6,058 6.159
Stock options that had exercise prices greater than the average market price of our
common stock issuabie under employee compensation plans®™ 2 36 63
Cash dividends declared per share $ 138 § 130 % 1.22

] 2017 includes the effect of the modification for a commitment to pay 15.2 million common-share equivalents that were scheduled for near-term settlement.
These common share equivalents were paid in the first quarter of 2018.

®) These common stock equivalents were outstanding for the periods presented, but were not included in the computation of diluted EPS for those periods
because their inclusion would have had an anti-dilutive effect.
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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 $301 million in 2018, $314 million in 2017 and $292 million in 2016,

The future minimum rental commitments under non-cancelabie operating leases follow:

(MILLIONS OF DOLLARS) 2019 2020 2021 2022 2023 After 2023
Lease commitments 3 300 . % 252 9% 210 . % 267 % 248 % 2.040

Note 16. Insurance

Our insurance coverage reflects market conditions (including cost and availability) existing at the time it is written, and our decision to obtain
insurance coverage or 1o self-insure varies accordingly. Depending upon the cost and avaitability of insurance and the nature of the risk
involved, the amount of self-insurance may be significant. The cost and availability of coverage have resulted in seif-insuring certain
exposures, inctuding product tiability. If we incur substantial iabitities 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 andfor accrued {see Note 17).

Note 17. Contingencies and Certain Commitments

We and certain of our subsidiaries are subject to numerous contingencies arising In the ordinary course of business, including tax and tegal
contingencies. For a discussion of our tax contingencies, see Note 5D. For a discussion of our legal contingencies, see below.

A. Legal Proceedings

Our tegal 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 majority of these actions. An adverse outcome in actions in which we are the plaintiff could result 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 litigation, which can include personat injury, consumer, off-label promotion, securities, antitrust
and breach of contract claims, among others, often involves highly complex issues relating to medical causation, label warnings and
reliance on those warnings, scientific evidence and findings, actual, provable injury and other matters.

Commercial and other matters, which can include merger-refated and product-pricing claims and environmental claims and proceedings,
can involve complexities that will vary from matter to matter.

Government investigations, which often are related to the extensive regulation of pharmaceutical companies by nationat, state and local
government agencies in the U.8. and in other jurisdictions.

Certain of these contingencies could result in losses, including damages, fines and/for civil penalties, which could be substantial, and/or
criminal charges.

We believe that our claims and defenses in matters in which we are a defendant are substantial, but litigation is inherently unpredictable and
excessive verdicts do occur. We do not believe that any of these matters wilt have a materiat adverse effect on our financial position. However,
we could incur judgments, enter into settfements 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 period 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 probable and reasonably estimable. Substantially all of our contingencies are subject to significant
uncertainties and, therefore, determining the fikelihood of a loss and/or the measurement of any loss can be compiex. 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 quantitative and qualitative factors in order to assess materiatity, such as, among other things, the amount of damages and the
nature of any other relief sought 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 tikelihood that a class
wilt be certified by the court; the jurisdiction in which the proceeding is pending; whether related actions have been transferred to multidistrict
litigation; any experience that we or, to our knowledge, other companies have had in similar proceedings; whether disclosure of the action
would be important to a reader of our financiat statements, including whether disclosure might change a reader’s judgment about our financiat
statements in light of all of the information that is available to the reader; the 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(s) at issue. As a result of considering quaiitative factors in our determination of
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principal matters, there are some matters discussed below with respect to which management believes that the ikelihood 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 products, processes or dosage forms are
invalid andfor 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 products constitute unfair competition
and/or viotations of antitrust taws. In addition to the challenges to the U.S. patents on a number of our products that are discussed below,
patent rights to certain of our products are being challenged in various other jurisdictions. We are also party to patent damages suits in various
jurisdictions pursuant to which generic drug manufacturers, payers, governments or other parties are seeking damages from us for allegedly
causing delay of generic entry. Additionally, our ticensing and coltaboration 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 Office, the European Patent
Office, or other foreign counterparts relating to our intellectual property or the intellectual property rights of others. Also, if one of our patents is
found to be invalid by such proceedings, generic or competitive products could be introduced into the market resuiting in the erosion of sales
of our existing products. For example, severai of the patents in our pneumococcal vaccine portfolio were challenged in inter partes review and
post-grant review proceedings in the United States. In June 2018, the Patent Trial and Appeal Board ruled on one patent, holding that one
claim was valid and that all other claims were invalid. The party challenging that patent has appeated the decision. Challenges to other patents
remain pending before the U.S. Patent and Trademark Office. The invalidation of these patents could potentially altow a competitor
pneumacoccal vaccine into the marketplace. We are also subject to patent litigation pursuant to which one or more third parties seeks
damages and/for injunctive refief to compensate for alleged infringement of #s patents by our commerciat or other activities. For example, our
Hospira subsidiaries are involved in patent and patent-related disputes over their attempts to bring generic pharmaceutical and biosimitar
praducts 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-fold in the
event that we or one of our subsidiaries, like Hospira, is found to have willfully infringed valid patent rights of a third party.

Actions In Which We Are The Plaintiff

Bosulif (bosutinib)

In December 2016, Wyeth LLC, Wyeth Pharmaceuticals 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 {collectively, Suny), 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 polymorphic forms of bosutinib and methods of treating chronic myelogenous feukemia.
Sun is challenging 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 fied with the FDA by MSN, seeking approval to market a
generic version of bosutinib, and challenging a patent expiring in 2026 covering polymarphic 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 Detaware asserting the infringement and validity of two other patents challenged by Sun, which expire in 2025 and
2026, respectively, covering compositions of bosutinib and methods of treating chronic myelogenous teukemia.

EpiPen

In July 2010, King, which we acguired in 2011 and is a wholly-owned subsidiary, brought a patent-infringement action against Sandoz in the
U.S. District Court for the District of New Jersey in connection with Sandoz's abbreviated new drug application filed with the FDA seeking
approvat to market an epinephrine injectable product. Sandoz is challenging patents, which expire in 2025, covering the next-generation
autoinjector 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) fited 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, Euroheatlth Internationat Sar! was substituted for Ben Venue and Hikma. In June 2018, this case
was settled on terms not material to Pfizer.

In June 2015, Amneat Pharmaceuticals LLC (Amneat) notified Hospira that it had filed an abbreviated new drug application with the FDA
seeking approva! to market a generic version of Hospira's premix version of Precedex and containing altegations that four patents refating to
the Precedex premix formulations and their use, alt of which expire in 2032, were invalid or not infringed. In August 2015, Hospira filed suit
against Amnea!l 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 other three patents
were invalid. In February and March 2018, respectively, each of Amneatl and Hospira appealed the District Court decision to the U.S. Coust of
Appeais for the Federal Circuit.

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 aflegations that certain patents refating
to the Precedex premix formulations 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 Hiinois, asserting the validity and infringement of those patents. In
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December 2018, the District Couwrt ruled that the asserted patents were invaiid. Hospira has appealed the District Court's decision to the U.S.
Court of Appeats for the Federal Circuit.

In August 2016, Par 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 allegations that four patents relating to 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 {inchuding all appeals).

In December 2017, Gland Pharma Limited {Gtand) notified Hospira that it had filed an abbreviated new drug application with the FDA seeking
approvat to market a generic version of Hospira's premix version of Precedex and containing allegations that six patents relating to the
Precedex premix formulations and their use, all of which expire in 2032, were invalid or not infringed. In February 2018, Hospira filed suit
against Gland in the U.S. District Court for the District of Delaware asserting the validity and infringement of four patents that are the subject of
the lawsuit.

In December 2017, Jiangsu Hengrui Medicine Co., Ltd. (Hengrui) notified Hospira that it had filed an abbreviated new drug application with the
FDA seeking approvat to market a generic version of Hospira's premix version of Precedex and containing altegations that six patents refating
to the Precedex premix formutations and their use, alt of which expire in 2032, were invalid or not infringed. In February 2018, Hospira filed
suit against Hengrui in the U.S. District Court for the District of Delaware asserting the validity and infringement of four patents that are the
subject of the lawsuit.

In February 2018, Baxter Healthcare Corporation {Baxter) filed a declaratory judgment action against Hospira in the U.S. District Court for the
District of Delaware seeking a declaration of non-infringement of four patents relating to the Precedex premix formulations and their use. One
of the patents included in the action expires in 2019 and the other three patents expire in 2032. In March 2018, Hospira filed a counterclaim for
infringement of the patent expiring in 2019. In November 2018, the case was dismissed by mutuatl agreement of the parties.

Xeljanz (tofacitinib)

In February 2017, we brought a patent-infringement action against MicroLabs USA Inc. and MicrolLabs Ltd. {collectively, MicroLabs) in the U.S.
District Court for the District of Delaware asserting the infringement and vatidity of three patents chatlenged by MicroLabs in its abbreviated
new drug application seeking approval to market a generic version of tofacitinib 5 mg tablets. In November 2018, we settled all of our claims
against MicroLabs on terms not material to Pfizer.

Separately, aiso in February 2017, we brought a patent-infringement action against Sun Pharmaceutical Industries Ltd. in the U.S. District
Court for the District of Detaware asserting the infringement and validity of our patent covering a polymorphic form of tofacitinib, expling in
2023, that was challenged by Sun Pharmaceuticat 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
Pharmaceutical Industries Ltd. in the U.S. District Coust for the District of Delaware asserting the infringement and validity of another patent
challenged by Sun Pharmaceutical Industries Ltd, which covers the active ingredient and expires in December 2025. In October 2018, we
brought a third patent infringement action against Sun Pharmaceutical Industries Lid. in the U.S. District Court for the District of Delaware
asserting the infringement and validity of our patent covering the extended release formuiation of tofacitinib, which expires in 2034.

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 three patents: the patent covering the
active ingredient expiring in December 2025, the patent covering an entiomer of tofacitinib expiring in 2022, and the patent covering a
polymorphic form of tofacitinib expiring in 2023, which Zydus challenged in its abbreviated new drug application seeking approval 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 Detaware against Prinston Pharmaceutical Inc.,
Zhejiang Huahai Pharmaceutical Co., Lid., Huahai US Inc. and Solco Healthcare US, LLC {collectively, Prinston) and against Breckenridge
Pharmaceuticat Inc., Pensa Pharma S.A. and Laboratorios Del Dr. Esteve, S.A. (coltectively, Breckenridge) on the two patents expiring in 2022
and 2023, respectively, that were chatlenged by Prinston and Breckenridge in their respective abbreviated new drug applications seeking
approvat 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 vatidity of four additional patents challenged
by Breckenridge, three of which expire in December 2020 and one of which expires in December 2025. In March 2018, we brought another
patent infringement action against Prinston in the U.S. District Court for the District of Delaware asserting the infringement and validity of an
additional patent, which had been subsequently challenged by Prinston and which expires in December 2025. In May 2018, we settied all of
our claims against Breckenridge on terms not material to Pfizer. In January 2019, we settled all of our claims against Prinston on terms not
material to Pfizer.

In December 2018, we brought a separate patent infringement action against Teva Pharmaceuticals USA, Inc. {Teva) in the U.S. District Court
for the District of Detaware asserting the infringement and vatidity of our patent covering extended release formulations of tofacitinib that was
challenged by Teva in its abbreviated new drug application seeking approvat to market a generic version of tofacitinib 11 mg extended release
tablets.

tnlyta (axitinib)

In April 2018, Apotex Inc. notified us that # had filed an abbreviated new drug application with the FDA seeking approvat to market a generic
version of Infyta. Apotex Inc. asserts the invalidity and non-infringement of the crystaliine form patent for Inlyta that expires in 2030. In May
2018, we filed suit against Apotex Inc. in the U.S. District Court for the District of Delaware, asserting the validity and infringement of the
crystaliine form patent for Iniyta.

Kerydin {tavaborole)
In September 2018, several generic companies notified us that they had filed abbreviated new drug applications with the FDA seeking
approval to market generic versions of Kerydin. The generic companies assert the invalidity and non-infringement of methods of use and
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formulation patents for tavaborote that expire in 2026 and 2027, including pediatric exclusivity. In October 2018, Anacor, our wholly-owned
subsidiary, filed infringement lawsuits against each of the generic filers in the U.S. District Court for the District of Delaware and the U.S.
District Court for the District of West Virginia.

Matters Involving Our Collaboration/Licensing Partners

Toviaz (fesoterodine)—inter-Partes Reviews

In January 2018, Mylan Pharmaceuticals and Mylan Laboratories {collectively, Mylan) filed petitions with the U.S. Patent and Trademark Office
requesting inter partes reviews of five of the patents covering fesoteradine, the active ingredient in 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. The patents are owned by
UCB Pharma GmbH, and we have an exclusive, worldwide license to market Toviaz from UCB Pharma GmbH. 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 Pharmaceuticals Limited joined the inter partes reviews. In Juty 2017, the U.S. Patent and Trademark
Office issued decisions upholding all five patents. In September 2017, Myian and Amerigen appealed the U.S. Patent and Trademark Office
decisions to the U.S. Court of Appeals for the Federal Circut. In January 2018, Mylan withdrew Hs appeal. Amerigen’s appeal of the decision
uphoiding the patent covering salts of fesoterodine that expires in 2022 was the only pending appeal. In January 2019, the U.S. Court of
Appeatls for the Federal Circuit affirmed the U.S. Patent and Trademark Office’s decision upholding the vatlidity of the patent covering saits of
fesoterodine that expires in 2022.

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, Asteltas); 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
Apotex Inc. and Apotex Corp. {coltectively, Apotex} in connection with those companies’ respective abbreviated new drug appiications filed
with the FDA for approvat to market generic versions of enzalutamide. 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 cowrt in connection with Roxane's abbreviated new drug apptication with the FDA for
approval to market a generic version of enzalutamide. In June and July 2018, we settled all of our claims against Actavis and Apotex,
respectively, on terms not material to Pfizer.

Eliquis

In February, March, and April 2017, twenty-five generic companies sent BMS Paragraph-IV certification letters informing BMS that they had
filted abbreviated new drug applications seeking approval of generic versions of Efiquis, challenging the vatidity 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. Efiguis has
been jointly developed and is being commercialized by BMS and Pfizer. In April 2017, BMS and Pfizer filed patent-infriingement 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 both the 2031 and 2026 patent, and one generic company challenged alt three patents. We
and BMS have seftled 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.

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, Celltrion Healthcare Co. Ltd. and Celltrion Inc. alleging that infliximab-dyyb, to 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 were dismissed by the plaintiffs, leaving two patents at issue: the infliximab antibody patent and a patent relating to cell culture
media. In January 2018, the antibody patent was declared invatid by the Court of Appeats for the Federat Circuit. In July 2018, the U.S. District
Court for the District of Massachusetts granted defendants’ motion for summary judgment and ruled that the patent relating to cell cutture
media was not infringed. Janssen has appealed the District Court's decision to the U.S. Court of Appeals for the Federal Circuit.

Bavencio {avelumab)

In July 2017, BMS, E.R. Squibb & Sons LLC, Ono Pharmaceuticat 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, Inc., alleging that Bavencio (avelumab) infringes one
patent refating to methods for treating tumors with anti-PD-L1 antibodies, which expires in 2023. In February 2019, we settied this matter on
terms not material to Pfizer.

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 other relief on varlous grounds for alleged personal injury and
economic l0ss.

Asbestos

Between 1967 and 1982, Warner-Lambert owned American Optical Corporation (American Optical), which manufactured and sold respiratory
protective devices and asbestos 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, 2018, approximately 46,400
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
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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 various federal and state courts seeking damages for alleged personat 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 smaill number of lawsuits pending in various federal and state courts seeking damages for alteged exposure to asbestos in
facilities owned or formerly owned by Pfizer or #s 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 other defendants relating to Effexor XR, which is the extended-release formulation of Effexor. 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’ allegedly untawful conduct ceased. The plaintiffs in all of the actions allege delay in the taunch of generic
Effexor XR in the U.S. and #ts territories, in viotation of federal antitrust laws and, in certain of the actions, 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 Book, enforcing certain patents for Effexor XR and entering into a litigation sefttement agreement with a generic drug manufacturer
with respect to Effexor XR. Each of the plaintiffs seeks treble damages {for itself in the individuat actions 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. All of these actions have been consolidated in the U.S. District Court for the District of New Jersey.

In October 2014, the District Court dismissed the direct purchaser plaintiffs’ claims based on the litigation setliement agreement, but declined
to dismiss the other direct purchaser plaintiff claims. In January 2015, the District Court entered partiat finat judgments as to all settiement
agreement claims, including those asserted by direct purchasers and end-payer plaintiffs, which ptaintiffs appealed to the U.S. Court of
Appeais for the Third Circuit. In August 2017, the U.S. Court of Appeats for the Third Circuit reversed the District Court's decisions and
remanded the claims to the District Court.

Lipitor
= Antitrust Actions

Beginning in November 2011, purported class actions relating to Lipitor were fited in various federal courts against, among others, Pfizer,
certain affiltates of Pfizer, and, in most of the actions, Ranbanxy, 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 {or, in certain of the actions, generic Lipitor) from any of the defendants from
March 2010 untit the cessation of the defendants’ allegedly unlawful conduct {the Class Period). The plaintiffs allege delay in the taunch of
generic Lipitor, in violation of federal antitrust laws andior state antitrust, consumer protection and various other laws, resulting from {i) the
2008 agreement pursuant to which Pfizer and Ranbaxy settied certain patent #itigation involving Lipitor, and Pfizer granted Ranbaxy a license
to seill a generic version of Lipitor in various markets beginning on varying dates, and {if} in certain of the actions, the procurement and/or
enforcement 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, individuat actions have
been filed against Pfizer, Ranbaxy and certain of their affiliates, among others, that assert claims and seek refief 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-triat proceedings in a Mutti-District Litigation {/n re Lipifor 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 Multi-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 Appeals for the
Third Circuit. In August 2017, the U.S. Court of Appeals for the Third Circult reversed the District Court's decisions and remanded the claims to
the District Court.

Also, in January 2013, the State of West Virginia filed an action 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 simitar to the claims
asserted and the relief sought in the purported class actions described above.

= Personal injury Actions

A number of individual and muiti-plaintiff tawsuits have been filed against us in various federal and state courts alleging that the plaintiffs
developed type 2 diabetes purportedly as a result of the 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 (/n re Lipitor
(Atorvastatin Calcium) Marketing, Sales Practices and Products Liabflity Litigation (No. 11) MDL-2502) in the U.S. District Court for the District
of South Carolina. 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 substantialty all of the remaining cases pending in the Multi-District Litigation. In
January 2017, the plaintifis appealed the District Court's decision to the U.S. Court of Appeais for the Fourth Circuit. In June 2018, the U.S.
Court of Appeats for the Fourth Circuit affirmed the District Court's decision.

Viagra

A number of individual and muiti-plaintiff tawsuits have been filed against us in various federal and state courts alleging that the plaintiffs
developed mefanoma and/or the exacerbation of melanoma purportedty as a resuit of the ingestion of Viagra. Plaintiffs seek compensatory
and punitive damages.

132 2018 Financial Report

17.08.2020 kI 12:48 Brgnngysundregistrene Side 140 av 171



= Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 986210229

Notes to Consolidated Financial Statements
Pfizer Inc. and Subsidiary Companies

In April 2018, the federal actions were transferred for coordinated pre-trial proceedings to a Multi-District Litigation {/n Re: Viagra (Sidenafil
Citrate) Products Liability Litigation, 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 (Tadaiafil) Products Liability Litigation, MDL-2691).

intravenous Solutions

Beginning in November 2016, purported class actions were filed in the U.S. District Court for the Northern District of lllinois against Hospira,
Hospira Wortdwide, Inc. and certain other defendants relating to intravenous saline solution. Plaintiffs seek to represent a class consisting of
all persons and entities in the U.S. who directly purchased intravenous saline solution sold by any of the defendants from January 1, 2013 untif
the time the defendants’ allegedly unlawful conduct ceases. Plaintiffs allege that the defendants’ conduct restricts output and artificially fixes,
raises, maintains and/or stabitizes the prices of intravenous saline solution sold throughout the U.S. in violation of federat antitrust taws.
Plaintiffs seek treble damages (for themselves and on behalf of the putative classes) and an injunction against defendants for alieged price
overcharges for intravenous saline solution in the U.S. since January 1, 2013. All of these actions have been consolidated in the U.S. District
Court for the Northern District of lilinois. In July 2018, the District Court granted defendants’ motions to dismiss the consolidated amended
comptaint without prejudice. Plaintiffs filed a second amended complaint in September 2018. On February 3, 2017, we completed the sale of
our globatl infusion systems net assets, HIS, which includes intravenous saline solution, to ICU Medicat. The litigation is the subject of cross-
claims for indemnification by both Pfizer and ICU Medicat under the purchase agreement.

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-fabel marketing of its hormone therapy products. The case was originally filed in December 2003. The class consists of Catifornia
consumers who purchased Wyeth's hormone-replacement products between January 1985 and January 2003 and who do not seek personal
injury damages therefrom. The class seeks compensatory and punitive damages, including a full refund of the purchase price.

Eliquis

A number of individual and muiti-plaintiff tawsuits 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 bleeding allegedty as a result of the ingestion of Eliguis.
Plaintiffs seek compensatory and punitive damages.

In February 2017, the federal actions were transferred for coordinated pre-trial proceedings to a Multi-District Litigation (/n Re: Eliquis
(Apixaban) Products Liability Litigation 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 dismissat to the U.S. Court of Appeais for the Second Circuit.

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 various entities affiliated with Mytan N.V., and Mytan 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’ allegedty unlawful conduct. In August 2017, a simitar lawsu#t
brought in the U.S. District Cowrt for the District of New Jersey on behalf of a purported class of direct purchaser plaintiffs against Pfizer, King,
Meridian and Mylan was voluntarity dismissed without prejudice. Against Pfizer and/or its affiliates, plaintiffs generally allege that Pfizer’s and/
or its affiliates’ setiement 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 tawsuit aiso alleges that Pfizer and/or Mylan N.V. 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 EpiPPen since 2009. In August 2017, the actions were consolidated for coordinated pre-trial proceedings in a Multi-District Litigation {/n re:
EpiPen (Epinephrine Infection, USP) Marketing, Sales Practices and Antitrust Litigation, MDL-2785) in the U.S. District Court for the District of
Kansas with aother EpiPen-related actions against Mylan N.V. and/or its affiliates to which Pfizer, King and Meridian are not parties.

Nexium 24HR and Protonix

A number of individual and muiti-plaintiff tawsuits have been filed against Pfizer, certain of its subsidiaries and/or other pharmaceutical
manufacturers in various federal and state cousts alleging that the plaintiffs developed kidney-related injuries purportedly as a resutt of the
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 (In re: Profon-Pump Inhibitor Products Liability Litigation (No. 11}} in the U.S.
District Court for the District of New Jersey.

Docetaxel

= Personal injury Actions

A number of lawsuits have been filed against Hospira and Pfizer in various federal and state courts alleging that plaintiffs who were treated
with Docetaxe! developed permanent hair loss. The significant majority of the cases also name other defendants, including the manufacturer
of the branded product, Taxotere. Plaintiffs seek compensatory and punitive damages.

In October 2016, the federal cases were transferred for coordinated pre-trial proceedings to a Multi-District Litigation (in re Taxotere
(Docetaxel) Products Liabilify Litigation, MDL-2740) in the U.S. District Court for the Eastern District of Louisiana.

«  Mississippi Attorney General Government Investigation

In October 2018, the Attorney Generatl of Mississippi filed a complaint in Mississippi state court against the manufacturer of the branded
product and eight other manufacturers including Pfizer and Hospira, alleging, with respect to Pfizer and Hospira, a failure to warn about a risk
of permanent hair loss in violation of the Mississippi Consumer Protection Act. The action seeks civil penaities and injunctive relief.
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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 alteging 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 resolved through settiement, dismissal or
final judgment. The plaintiff state, lHlincis, 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 other things, fraud and violation of the state’s unfair trade practices and consumer protection statutes and seeks monetary and
other refief, including civil penalties and trebte damages.

Monsanto-Reiated 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
Monsanto), which it spun off in a two-stage process that was compteted 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 Monsanto assumed, and agreed to indemnify Pharmacia for, any fiabitities
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 kability has been
imposed or settlement has been reached regarding such ctaims and litigation.

In connection with its spin-off in 1997, Solutia assumed, and agreed to indemnify Pharmacia for, abllities reiated to Former Monsanto's
chemicat businesses. As the result of its reorganization under Chapter 11 of the U.S. Bankruptey Code, Solutia’s indemnification obligations
relating 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 Monsanto assumed, and agreed to indemnify Pharmacia for, any liabilittes primarily related to
Former Monsanto's chemical businesses, including, but not limited to, any such Habitittes that Sotutia assumed. Solutia's and New Monsanto’s
assumption of, and agreement to indemnify Pharmacia for, these liabilities apply to pending actions and any future actions related to Former
Monsanto’s chemical businesses in which Pharmacia is named as a defendant, including, without limitation, actions asserting environmental
claims, including alleged exposure to polychiorinated biphenyls. Solutia and/or 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 fiability has been imposed or settlement has been reached regarding such claims and litigation.

Environmental Matters

In 2009, we submitted to the U.S. Environmentat Protection Agency {EPA) a corrective measures study report with regard to Pharmacia's
discontinued industrial chemical facility in North Haven, Connecticut. In September 2010, our corrective measures study report 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.

Also, in 2009, we submitted a revised site-wide feasibitity study with regard to Wyeth Holdings Corporation's {formerly, American Cyanamid
Company) discontinued industrial chemical facility in Bound Brook, New Jersey. In July 2011, Wyeth Holdings Corporation finalized an
Administrative Settlement Agreement with the EPA and Order on Consent for Removal Action (the 2011 Administrative Setiement Agreement)
with the EPA with regard to the Bound Brook facility. In May 2012, we completed construction of an interim remedy to address the discharge of
impacted groundwater from that facility to the Raritan River. In September 2012, the EPA issued a final remediation plan for the Bound Brook
faciity’'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 Wyeth Holdings LLC) entered into an Administrative Settlement Agreement and Order on
Consent with the EPA to 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, filed 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. We have accrued for the estimated costs of the site remedies for the North Haven and Bound Brook facilities. In
September 2018, the EPA issued a finat remediation plan for the two adjacent fagoons, which is generally in accordance with one of the
remedies evaluated in our focused feasibility study.

We are a party to a number of other proceedings brought under the Comprehensive Environmental Response, Compensation, and Liability Act
of 1980, as amended, and other state, loca! or foreign laws in which the primary relief sought is the cost of past and/or future remediation.

Contracts with iraqi Ministry of Heaith

In October 2017, a number of United States service members, civilians, and their families brought a complaint in the Federal District Court for
the District of Columbia against a number of pharmaceutical and medical devices companies, including Pfizer and certain of its subsidiaries,
alleging that the defendants violated the United States Anti-Terrorism Act. The complaint alleges that the defendants provided funding for
terrorist organizations through their sates practices pursuant to pharmaceutical and medicat device contracts with the Iragi Ministry of Health,
and seeks monetary relief. In July 2018, the U.S. Department of Justice requested documents related to this matter, which are being provided.

Allergan Comptaint for Indemnity

In August 2018, Pfizer was named as a defendant in a third-party complaint for indemnity, along with King, a Pfizer subsidiary, filed by Allergan
Finance LLC {Allergan) in a Muiti-District Litigation {in re National Prescription Qpiate Lifigation MDL 2804) in the U.S. District Court for the
Northern District of Ohio. The lawsuit asserts claims for indemnity related to Kadian, which was owned for a short period by King in 2008, prior
to Pfizer's acquisition of King in 2010. In December 2018, the District Court dismissed the lawsuit.
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Ad4. Legal Proceedings—Government Investigations

Like other pharmaceutical companies, we are subject to extensive regulation by government agencies in the U.S., other developed markets
and muitiple emerging markets in which we operate. As a result, we have interactions with government agencies on an ongoing basis.
Criminal charges, substantial fines and/or civil penalties, limitations on our ability to conduct business in applicable jurisdictions, corporate
integrity or deferred prosecution agreements, as well as reputational harm and increased public interest in the matter could result from
government investigations. In addition, in a qui tam lawsuit in which the government declines to intervene, the relator may still pursue a suit for
the recavery of civil damages and penalties on behalf of the government. Among the investigations by government agencies are the matters
discussed below.

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 sodium 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 million fine on Pfizer and Pfizer Limited. Pfizer appealed the CMA decision to The Competition Appeal Tribunal in February 2017. On
June 7, 2018, the Competition Appeal Trbunal averturned the CMA decision as well as the associated fine. The CMA has appealed the
judgment to the Court of Appeat.

Greenstone investigations

Since July 2017, the U.S. Department of Justice's Antitrust Division has been investigating our Greenstone generics business. We believe this
is retated to an ongoing antitrust investigation of the generic pharmaceutical industry. The government has been obtaining information from
Greenstone. In April 2018, Greenstone received reguests for information from the Antitrust Department of the Connecticut Office of the
Attorney General. We have been providing information pursuant to these requests.

Subpeena relating to Manufacturing of Quillivant XR

In October 2018, we received a subpoena from the U.S. Attorney’s Office for the Southern District of New York seeking records refating to our
relationship with another drug manufacturer and its production and manufacturing of drugs inciuding, but not limited to, Quillivant XR. We are
producing records pursuant to the subpoena.

Civit investigative Demand relating to Meridian Medical Technologies

In February 2019, we received a civil investigative demand from the U.S. Attorney’s Office for the Southern District of New York {SDNY). The
civit investigative demand seeks records and information related to alleged guality issues involving the manufacture of auto-injectors at our
Meridian site. We will be producing records in response o this civi investigative demand.

intravenous Soluticns

See Note 17A5. Contingencles and Certain Commitments Legal Proceedings—Matters Resolved During 2018-—intravenous Solutions
Government investigation below for information regarding government investigations related to sales of intravenous solution products.

Contracts with lraqi Ministry of Heaith
See Note 17A3. Contingencies and Certain Commitments: Legal Proceedings— Commercial and Other Matters—Contracts with Iraqi Minfstry
of Health above for information regarding U.S. government investigations related to contracts with the Iragi Ministry of Health.

Docetaxel--Mississippi Attorney General Government Investigation
See Note 17A2. Contingencies and Certain Commitments: Legal Proceedings— Product Litigation—Docetaxel—Mississipp! Attorney General
Government Investigation above for information regarding a government investigation related to Docetaxel marketing practices.

AS5. Legal Proceedings—Matters Resolved Buring 2018

Buring 2018, certain matters, including the matters discussed betow, were resolved or were the subject of definitive setiement agreements or
setttement agreements-in-principie.

Cetebrex

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 sought to represent U.S. nationwide or muiti-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 untif the cessation of the defendants’ altegedly unlawfut conduct. The plaintiffs alleged delay
in the launch of generic Celebrex in violation of federal antitrust laws or certain state antitrust, consumer protection and various other taws 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 seftlement activity that further delayed generic entry. Each of the actions sought 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’ joint
motions to consotidate the direct purchaser and end-payer cases, and all such cases were consofidated 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 dented in part and granted in part our motion to dismiss the direct purchasers’ amended comptaint. In February 2016, the District
Court denied in part and granted in part our motion to dismiss the end-payers’ amended comptlaint, and in August 2016, the District Court
dismissed substantially all of the end-payers’ remaining claims. In February 2017, the District Court dismissed with prejudice alt of the end-
payers’ claims. In March 2017, the end-payers appealed the District Court's order dismissing their ctaims with prejudice to the U.S. Court of
Appeais for the Fourth Circuit. In August 2017, the District Court granted the direct purchasers' motion for class certification. In November
2017, Pfizer and the direct purchasers entered into an agreement to resoive the direct purchasers’ class action for $94 million. In Aprit 2018,
the court approved the agreement. In November 2017, Pfizer and the end-payers entered into an agreement to resolve the claims of the end-
payer plaintiffs on terms not materiat to Pfizer.
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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 IRC 501{c}{3) organizations that provide financial assistance to
Medicare patients. In May 2018, Pfizer entered into a civil settlement to resolve the matter. Pfizer paid $23.85 million to the United States, and
entered into a five-year Corporate Integrity Agreement with the Office of the Inspector Generat of the Department of Health and Human
Services.

Civii investigative Demand relating to Pharmacy Benefit Managers

In March 2016, Pfizer received a civit investigative demand from the U.S. Attorney’s Office for the SDNY related to Pfizer's contractual
relationships with pharmacy benefit managers with respect to certain pharmaceutical products over the period from January 1, 2006 to the
present. We have provided information to the government in response to this civil investigative demand. In July 2018, Pfizer was served with a
qui tam complaint that appears to be related to the SDNY investigation. The complaint was unsealed following the government's decision not
to intervene in the case.

tntravenous Solutions Government investigation

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-ctaims for
indemnification by both Pfizer and ICU Medical under the purchase agreement. In addition, in August 2015, the New York Attorney General
issued a subpoena to Hospira for simitar information. Hospira has produced records to the New York Attorney Generat and coordinated with
ICU Medical to produce records to the U.S. Department of Justice. In December 2018, the U.S. Department of Justice informed Pfizer that it
had closed its investigation.

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 liabilities 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. Historicaily, we have not
paid significant amounts under these provisions and, as of December 31, 2018, the estimated fair value of these indemnification obligations
was not significant.

In addition, in connection with our entry into certain agreements, our counterparties agree to indemnify us. For example, our collaboration
agreement with EMD Serono, Inc. to co-promote Rebif in the U.S. expired at the end of 2015 and included certain indemnity provisions. Patent
litigation brought by Biogen ldec MA Inc. against EMD Serono Inc. and Pfizer is pending in the U.S. District Court for the District of New Jersey
and the United States Court of Appeals for the Federal Circuit. EMD Serono Inc. has acknowledged that it is obligated to satisfy any award of
damages.

Pfizer Inc. has also guaranteed the long-term debt of certain companies that it acquired and that now are subsidiaries of Pfizer.

C. Certain Commitments

» As of December 31, 2018, we had agreements totaling $3.7 biltion to purchase goods and services that are enforceabie and legally binding
and include amounts relating to advertising, information technology services, employee benefit administration services, and potential
milestone payments deemed reasonably likely to oceur.

« As of December 31, 2018, we have obligations to make guaranteed fixed annual payments over an eight-year period in connection with the
U.8. and EU approvals for Besponsa {$422 million) and an obligation to make guaranteed fixed annual payments over a nine-year period
for Bosulif ($240 million}, both associated with R&D arrangements.

+ As of December 31, 2018, in connection with the TCJA, we have an estimated $15 billion repatriation tax liability on accumulated post-1986
earnings of foreign subsidiaries for which we plan to elect, with the filing of owr 2018 U.S. Federal Consolidated Income Tax Return,
payment over eight years through 2026. The first instaliment, due in April 2019, is reported in Income taxes payable and the remaining
installments are reported in Other taxes payable in our consolidated balance sheet as of December 31, 2018. Our obligations may vary as a
result of changes in our uncertain tax positions and/or availabitity of attributes such as foreign tax and other credit carryforwards. See Note
5A for additional information.

Note 18. Segment, Geographic and Other Revenue information

A. Segment Information

We regularly review our segments and the approach used by management to evatuate performance and allocate resources. At the
beginning of our fiscal year 2019, we reorganized our commercial operations. Prior to the reorganization effective January 1, 2019, we
managed our commercial operations through two distinct business segments: Pfizer Innovative Health {IH) and Pfizer Essential Health (EH).
The IH and EH operating segments were each led by a single manager. Each operating segment had responsibility for its commercial
activities and for certain IPR&D projects for new investigational products and additionat indications for in-line products that generally have
achieved proof-of-concept. Each business had a geographic footprint across devetoped and emerging markets. Our chief operating decision
maker used the revenues and earnings of the two operating segments, among other factors, for performance evaluation and resource
allocation. As described in Nofe 14, acquisitions and divestitures have impacted our results of operations in 2018, 2017 and 2016.
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Some additional information about our business segments and other costs and business activities as of December 31, 2018 {prior to our new

2019 commercial organizational re-alignment) follows:

Operating Segments

INNOVATIVE HEALTH

ESSENTIAL HEALTH

IH focused on developing and commercializing novel, value-creating
medicines and vaccines that significantly improve patients' fives, as
well as products for consumer healthcare.

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

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

ieading brands included:

Leading brands included:

- Prevnar 13/Prevenar 13 - Lipitor
- Xeljanz - Norvasc
- Eliquts - Lyrica (Europe, Russia, Turkey, Israel and Central Asia countries)

- Lyrica {U.8., Japan and certain other markets)

- Celebrex

- Enbref {outside the U.S. and Canada) - Viagra™
- tbrance - inflectra/Remsima
- Xtandi - Sulperazon
- Chantix/Champix - Several other sterile injectable products
- Sj;eyf;t OTC consumer healthcare products {(e.g., Cenfrum and
i

* Viagra lost exclusivity in the U.S. in December 2017. In 2018, revenues for Viagra in the U.S. and Canada, which were reported in IH
through 2017, were reported in EH {(which reported all other Viagra revenues excluding the U.S. and Canada through 2017). Therefore, in
2018, total Viagra wortdwide revenues were reported in EH.

Tre following organizational change impacted our operating segments in 2018:

= Effective in the first quarter of 2018, certain costs for Pfizer's StratCO group, which were previously reported in the operating resuits of our
operating segments and Corporate, are reported in Other Unallocated. StratCO costs primarily include headcount costs, vendor costs and
data costs largely in support of Pfizer's commercial operations. The majority of the StratCO costs reflect additional amounts that our
operating segments would have incurred had each segment operated as a standatone company during the periods presented. The
reporting change was made to streamline accountability and speed decision making. In 2017, we reclassified approximately $468 million of
costs from IH, approximately $176 milion of costs from EH and approximately $70 million of costs from Corporate to Other unallocated
costs to conform to the current period presentation, and in 2016, we reclassified approximately $312 million of costs from IH, approximately
$167 mitiion of costs from EH and approximately $43 million of costs from Corporate to Other unatfocated costs to conform to the current
period presentation.

Other Costs and Business Activities

Certain pre-tax costs are not allocated to our operating segment results, such as costs associated with the following:

« WRD, which is generaily 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 intellectuat 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 responsibie for facilitating ali regulatory submissions and interactions with regulatory agencies, including ali safety-
event activities.

GPD, which is generalty responsible for the operationat execution of clinical trials for both earty-stage assets in the WRD portfolio as well as
late-stage assets in the Innovative portfolio. GPD also provides technical support and other services to Pfizer R&D projects.

Corporate, representing platform functions {such as worldwide technology, global real estate operations, legal, finance, human resources,
worldwide public affairs, compliance and worldwide procurement), the provision of medical information to healthcare providers, patients and
other parties, transparency and disclosure activiies, clinical trial results publication, grants for healthcare quality improvement and medical
education, and partnerships with globa!l public health and medical associations, as well as certain compensation and other corporate costs,
such as interest income and expense, and gains and losses on investments. Effective in the first quarter of 2018, certain costs for StratCO,
which were previously reported in the operating results of our operating segments and Corporate, are reported in Other Unallocated. For
additionat information, see note below on Other unaliocated costs.

Other unallocated costs, representing overhead expenses associated with our manufacturing and commerciat 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). In connection with the StratCO reporting change, in 2017, we reclassified
approximatety $468 million of costs from IH, approximately $176 mitiion of costs from EH and approximatety $70 million of costs from
Corporate to Other unallocated costs to conform to the current period presentation, and in 2016, we rectassified approximately $312 mition
of costs from IH, approximateiy $167 million of costs from EH and approximately $43 mitlion of costs from Corporate to Other unatiocated
costs to conform to the current period presentation.

Certain transactions and events such as (i) purchase accounting adjustments, where we incur expenses associated with the amortization of
fair value adjustments to inventory, intangible assets and PP&E; {if) acquisition-related costs, where we incur costs for executing the
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transaction, integrating the acquired operations and restructuring the combined company; and {iif} certain significant items, representing
substantive and/or unusual, and in some cases recurring, items {such as restructuring or legat charges) that are evaluated on an individual
basis by management and that, either as a result of their nature or size, would not be expected to occur as part of our normat business on a
regular basis. Such items can include, but are not iimited to, non-acquisition-retated restructuring costs, as weil as costs incurred for legal
settlements, asset impairments and disposals of assets or businesses, including, as applicable, any associated transition activities.

Segment 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 ptant
network assets) or commingled {such as accounts receivabie, as many of our customers are served by both operating segments). Therefore,
our chief operating decision maker does not regutarly review any asset information by operating segment and, accordingly, we do not report
asset information by operating segment. Totat assets were approximately $159 bilion as of December 31, 2018 and approximately $172 biltion
as of December 31, 2017.

Selected Income Statement Information

As described in Note 14, acquisitions and divestitures have impacted our results of operations in 2018, 2017 and 2016.

The following table provides selected income statement information by reportable segment:

Revenues Earnings'® Depreciation and Amortization™
Year Ended December 31, Year Ended December 314, Year Ended December 31,
(MILLIONS OF DOLLARS) 2018 2017 2018 2018 2017 2018 20138 2017 20186
Reporiabie Segments:
|H® $ 33,426 $ 31422 $29197 $ 20,258 $ 18809 $16,166 $ 629 § 534 § 583
£HE 20,221 21,124 23,627 10,712 11,460 13,065 547 579 600
Total reportable segments 53,647 52,546 52,824 30,970 30,268 29,231 1,175 1,113 1,183
Other business activities® — — — (2,977)  (3137) {3,020 93 90 85
Reconciling tems:
Corporate’® —_ — — (5,086)  (5452)  (5,448) 363 337 356
Purchase accounting adjustments® — — — (4,786) (4,758) {4,185) 4,620 4,565 3,890
Acquisition-related costs™ —_ — — (318) (456) {785) 12 39 7
Certain significant items® —_ — — {4,305) (2,647) {5,888) 38 52 200
Other unallocated®, © o — — (1,603) (1.514)  (1,554) 82 72 35

$ 53,647 $52546 $52824 $11,885 $12305 § 8351 $ 6384 § 6269 § 5757

© tncame fram continuing operations before pravisionibenefit) for taxes on incame. IH's earnings include dividend income from our investment in ViV of $253
million in 2018 and $266 million in 2017. For additional information, see Nate 4.

®) Gertain production facilities are shared. Depreciation is allocated based on estimates of physical preduction. Ameunts here relate salely to the depreciation and
amortization associated with continuing aperations.

¥ |0 connection with the StratCO reporting change, in 2017, we reclassified approximately $468 million of costs from IH, approximately §176 million of costs from
EH and approximately $70 million of costs from Corporate to Other unaliocated costs, and in 2016, we reclassified approximately $212 million of costs from iH,
approximately $187 million of costs from EH and approximately $43 million of costs from Corporate to Other unallocated costs to conform to the current period
presentation.

9 Other business activities includes the costs managed by our WRD and GPD organizations.

=) For a description, see the “Other Costs and Business Activities” section above.

" Certain significant items are substantive and/or unusual, and in some cases recurring, items {such as restructuring or legal charges) that, either as a result of
their nature or size, would not be expected to occur as part of our normal business on a regular basis.
For Earnings in 2018, certain significant items includes: (i) restructuring charges and implementation costs associated with our cost-reduction initiatives that are
not associated with an acquisition of $377 million, (ii} net charges for certain legal matters of $157 million, {iii) income of $1 million, representing an adjustment
to amounts previously recorded to write down the HIS net assets to fair value less costs to sell, (iv) certain asset impairment charges of $3.1 billion, (v} charges
for business and legal entity alignment of $4 million, (vi} net losses on early retirement of debt of $3 million and {vii} other charges of $65 million, which includes,
among other things, a non-cash $343 milliocn pre-tax gain in Other (income)/deductions-~net assaciated with our transaction with Bain Capital to create a new
biopharmaceutical company, Cerevel, to continue development of a portfolic of clinical and preclinical stage neuroscience assets primarily targeting disorders of
the central nervous system, a $119 million charge, in the aggregaie, in Seffing, informational and administrative expenses, for a special one-time bonus paid io
virtually all Pfizer colleagues, excluding executives, which was one of several actions taken by us after evaluating the expected positive net impact of the
Drecember 2017 enactment of the legislation commonly referred to as the TCJA. $59 million of incremental costs associated with the design, planning and
implementation of the new organizational structure, effective in the beginning of 2019, and primarily including consulting, legal, tax, and advisory services and a
non-cash $50 million pre-tax gain in Other {income)/deductions—net as a result of the contribution of our allogeneic CAR T cell therapy development program
assets in connection with our contribution agreement entered into with Allogene. For additional information, see Note 2B, Note 3 and Nate 4.
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 $204 million, (i} charges for certain legal matters of $237 million, {iii) charges of $55 million, representing adjustments o
amounts previcusly recorded to write-down the HIS net assets to fair vatue less costs to sell, {iv) certain asset impairment charges of $379 million, (v} charges
for business and legal entity alignment of $71 miliion, (vi} net losses on early retirement of debt of $399 million and (vi{} other charges of $700 million. For
additional information, see Nate 28, Note 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 $1.4 billion, {ii) 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 hillion, {iv} certain asset impairment charges of $1.4 billion, (v} charges for business and legal
entity alignment of $261 million, {vi} net losses on early retirement of debt of $312 million and (vii) other charges of $294 million. For additional information, see
Note 3 and Note 4.
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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/
(benefit) 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.

B. Geographic Information

As described in Note 1A, the February 3, 2017 sale of HIS impacted our results of operations in 2018, 2017 and 2016.

The following table provides revenues by geographic area:

Year Ended December 31,

(MILLIONS OF DOLLARS) 2018 2017 2018
United States $ 25329 $ 26,026 $ 26,369
Developed Europe® 9,116 8,508 9,308
Developed Rest of Wortd™ 6,551 6,612 6,729
Emerging Markets © 12,651 11,399 10,420
Revenues $ 53,647 3 52546 § 52 824

) Developed Europe region includes the foliowing markets: Western Europe, Scandinavian countries and Finland. Revenues denominated in euros were $7.3
biilion in 2018, $6.8 billion in 2017 and $7.2 billion in 2016.

) freveloped Rest of World region includes the following markets: Japan, Canada, South Korea, Australia and New Zealand.

' Emerging Markets region includes, but is not limited to, the following markets: Asia {excluding Japan and Seuth Korea), Latin America, Eastern Europe, Africa,
the Middle East, Central Europe and Turkey.

Revenues exceeded $500 million in each of 11 countries outside the U.S. in 2018, 2017 and 2016. The U.S. is the only country to contribute

more than 10% of total revenue in 2018, 2017 and 2016. As a percentage of revenues, our two largest national markets outside the U.S. were

Japan, which contributed 8% of total revenue in each of 2018, 2017 and 2016, and China, which contributed 8% of total revenue in 2018, 7%

of total revenue in 2017 and 6% of total revenues in 2016.

The following table provides long-ived assets by geographic area:

As of December 31,

(MILLIONS OF DOLLARS) 20418 2017 2016
Property, plant and equipment, net
United States $ 7,089 $ 6971 $ 6,649
Developed Europe® 4,204 4,345 4,228
Developed Rest of World®™ 490 632 643
Emerging Markets® 1,602 1,917 1,797
Property, plant and equipment, net $ 13,385 $ 13,865 $ 13,318

) Developed Europe region includes the following markets: Western Europe, Scandinavian countries and Finland.

®) Developed Rest of World region includes the following markets: Japan, Canada, South Korea, Australia and New Zealand.

¥ Emerging Markets region includes, but is not limited to, the following markets: Asia {excluding Japan and Scuth Korea), Latin America, Eastern Europe, Africa,
the Middle East, Central Europe and Turkey.

C. Other Revenue Information

Signffi

We selt our biopharmaceutical products primarily to customers in the wholesale sector. In 2018, sales to our three largest U.S. wholesater
customers represented approximately 15%, 11% and 10% of total revenues, respectively, and, coliectively, represented approximately 34% of
total trade accounts receivable as of December 31, 2018. In 2017, sales to our three fargest 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 fargest U.S. wholesaler customers represented approximately 16%, 12% and
10% of tota revenues, respectively, and, collectively, represented approximately 29% of total trade accounts receivable as of December 31,
20186. For all years 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 14, acquisitions and divestitures have impacted our results of operations in 2018, 2017 and 2016.

The following table provides detailed revenue information for several of our major products:

(MILLIONS OF DOLLARS) Year Ended December 31,
PRODUCT PRIMARY INDICATION OR CLASS 2018 2017 2016
TOTAL REVENUES $ 53,647 § 52,546 § 52,824
PFIZER INNOVATIVE HEALTH (IH)"* 3 33426 § 31422 % 29,197

internal Medicine $ 9996 § 9684 § 8.858
Lyrica jH® Epilepsy, post-herpetic neuralgia and diabetic peripheral neuropathy,
fibromyalgia, neuropathic pain due to spinal cord injury 4,622 4511 4,165
Eié?rL;;a;Ig?ensce revenues and Adtrial fibrillation, deep vein thrombosis, pulmonary embotism 3434 2523 1713
Chantix/Champix An aid to smoking cessation treatment in adults 18 years of age or older 1,085 997 842
BMP2 Development of bone and cartifage 279 261 251
Toviaz Overactive bladder 2n 257 258
Viagra H® Erectile dysfunction — 823 1,181
Al other Internal Medicine Various 306 312 447
Vaccines 3 6332 § 6,001 § 6,071
Prevnar 13/Prevenar 13 Vaccines for prevention of pneumococcal disease 5,802 5,601 5,718
FSMENMMUN-TicoVac Tick-borne encephalitis vaccine 184 134 114
Trumenba Meningococcal Group B vaccine 116 88 84
Al other Vaccines Various 230 177 155
Oncology $ 7,202 § 6,056 § 4,563
{brance Advanced breast cancer 4,118 3,126 2,135
Sutent Advanced andfor metastatic RCC, adjuvant RCC, refractery GIST (after
disease progression on, of intclerance to, imatinib mesylate) and
advanced pancreatic neuroendocrine fumor 1,049 1.081 1,095
Xtandi alliance revenues Castration-resistant prostate cancer 699 590 140
Kalkori ALK-positive and ROS1-positive advanced NSCLC 524 594 561
inlyta Advanced RCC 298 339 401
Bosulif Philadelphia chromoseme-positive chronic myslogenous leukemia 296 233 167
All other Oncology Various 219 93 63
infl ion & immunology (1&1) $ 4,080 3 3968 § 3,928
Enbrel (Outside the U.S. and RA, juvenile idicpathic arthritis, PsA, plague psoriasis, pediatric plague
Canada) psoriasis, ankylosing spondylitis and nonradiographic axial
spondyloartritis 2,112 2,452 2,909
Xeljanz RA, PsA, ulcerative colitis 1,774 1.345 927
Eucrisa Mild-to-moderate atopic dermatitis (eczema) 147 67 —
All other 1&] Various 46 103 23
Rare Disease $ 2211 3% 2240 $ 2,369
Genotropin Replacement of human growth hormone 558 532 579
BeneFiX Hemophilia 554 604 712
Refacto AF/Xyntha Hemophilia 514 551 554
Somavert Acromegaly 267 254 232
Al other Rare Disease Varicus 318 300 292
Consumer Healthcare $ 3605 9 3472 % 3,407
PFIZER ESSENTIAL HEALTH (EH) $ 20,221 § 21124 § 23,627
Legacy Established Products (LEP)® $ 10540 § 10894 § 11,197
Lipitor Reduction of LDL cholesterci 2,062 1,915 1,758
Norvasc Hypertension 1,024 926 962
Premarin family Symptoms of menopause 832 977 1.017
Xalatan/Xalacorm Glaucoma and ocular hypertension 318 335 363
Effexor Depression and certain anxiety disorders 3N 207 278
£piPen Epinephrine injection used in treatment of life-threatening allergic reactions 303 290 386
Zoloft Depression and certain anxiety disorders 298 201 304
Zithromax Bacterial infections 290 270 272
Xanax Anxiety discrders 223 225 222
Sildenafil Citrate Erectile dysfunction 56 56 —
All other LEP Various 4,822 5.313 5.636
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(MILLIONS OF DOLLARS)

Year Ended December 31,

PRODUCT PRIMARY INDICATION OR CLASS 2018 2017 2016
Sterile Injectable Pharmaceuticals (SIP)" $ 5214 § 5673 § 6,014
Sulperazon Treatment of infections 613 471 396
Medrot Steroid anti-inflammatory 427 483 450
Fragmin Slows blood clotting 293 306 318
Tygacit Tetracycline class antibiotic 249 260 274
Zosyn/Tazocin Antibiotic 229 194 146
Precedex Sedation agent in surgery or intensive care 213 243 264
All other SiP Varicus 3,191 3,715 4,166
Peri-LOE Products” 3 2,944 % 3223 § 4,220
Celebrex Arthritis pain and inflammation, acute pain 686 775 733
Viagra EH Erectile dysfunction 636 382 383
Vend Fungal infections 392 421 590
Lyrica EH® Epilepsy, neuropathic pain and generalized anxiety disorder 347 553 801
Zyvox Bacterial infections 236 281 421
Revatio Pulmonary arterial hypertension 227 252 285
Pristig Depression 206 303 732
All other Peri-LOE Products Varicus 213 257 276
Biosimilars’™ Various $ 769§ 531§ 319
inflectra/Remsima inflammatory diseases 642 419 192
All other Bicsimilars Varicus 127 112 127
Pfizer CentreOne" $ 755§ 706 $ 718
Hospira Infusion Systems
(HIs)? Various H — 3 97 % 1,158
Total Lyrica(b) Epilepsy, post-herpetic neuralgia and diabetic peripheral neuropathy,
fibromyalgia, neuropathic pain due to spinal cord injury $ 4970 5065 § 4,966
Total Viagra® Erectile dysfunction 3 636 $ 1,204 § 1,564
Total Alliance revenues Various $ 3838 9§ 2927 % 1,746

¥ The It business encompasses Internal Medicine, Vaccines, Oncology, Inflammation & Immunelogy, Rare Disease and Consumer Healthcare. Through

=

=4

=

December 31, 2016, includes Duavive/Duavee and Viviant {recorded in All other Internal Medicine in 2016), 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 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. All other Lyrica revenues are included in Lyrica
IH. Total Lyrica revenues represent the aggregate of worldwide revenues from Lyrica i and Lyrica £H.

Viagra lost exclusivity in the U.S. in December 2017, In 2018, revenues for Viagra in the U.S. and Canada, which were reported in IH through 2017, were

reported in EH {which reported all ather Viagra revenues excluding the U.8. and Canada through 2017}. Therefore, in 2018, total Viagra worldwide revenues

were reported in EH. Total Viagra revenues in 2017 and 2016 represented the aggregate of worldwide revenues from Viagra i and Viagra E#H.

The EH business encompasses Legacy Established Products, Sterile Injectable Pharmaceuticals, Peri-LOE Products, Biosimilars, #fizer CentreOne and HIS

{through February 2, 2017},

Legacy Established Products primarily include products that have lost patent protection (excluding Sterile Injectable Pharmaceuticals and Peri-LOE Products).
In the fourth quarter of 2017, we sold our equity share in Hisun Pfizer. As a result, effective in the first quarter of 2018, Hisun Pfizer-related revenues, previously
reported in emerging markets within All Other LEP and All Other SIP, are reported in emerging markets within Pfizer CentreOne.
Effective January 1, 2017, Al other LEP includes Duavive/Duavee and Viviant, which were fransferred from Innovative Health (recorded in All other Internal
Medicine ({H} in 2016}, in order to align these products with our management of the women’s health portfolio within EH. See note (a} above.
Sterile Injectable Pharmaceuticals includes branded and generic injectables (excluding Peri-LOE Products}. In the fourth quarter of 2017, we sold cur equity
share in Hisun Pfizer. As a result, effective in the first quarter of 2018, Hisun Pfizer-related revenues, previously reported in emerging markets within All Other
LEP and All Other SIP, are reported in emerging markets within Pfizer CentreOne.
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, tsrael and Central Asia; and worldwide revenues for Celebrex, Pristiq, Zyvox, Vfend, Revatic and Inspra; and in 2018, Viagra revenues for all
countries (and Viagra revenues for all countries other than the U.S. and Canada in 2017 and 2016), see note (¢} above.
Biosimilars include Inflectra/Remsima (biosimilar infliximab;) in the U.S. and certain international markets, Nivestim (biosimilar filgrastim} in certain European,

Asian and Africa/Middle Eastern markets and in the U.5. and Retacrit (biosimilar epoetin zeta} in the U.8. and certain European and Africa/Middie Eastern

markets.

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. In the fourth quarter of 2017, we sold our equity
share in Hisun Pfizer. As a result, effective in the first quarter of 2018, Hisun Pfizer-related revenues, previously reported in emerging markets within All Other
LEP and All Other SiP, are reported in emerging markets within Pfizer CentreOne.
HIS (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.

2018 Financial Report

141

17.08.2020 kl 12:48

Brgnngysundregistrene

Side 149 av 171



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 986210229

Notes to Consolidated Financial Statements
Pfizer Inc. and Subsidiary Companies

Note 19. Subsequent Event

A. Accelerated Share Repurchase Agreement

On February 7, 2019, we entered into an accelerated share repurchase agreement with GS&Co. to repurchase approximately $6.8 biltion of
our common stock. Pursuant to the terms of the agreement, on February 12, 2019, we paid approximately $6.8 billion to GS&Co. and received
an initial defivery of approximatety 130 million shares of our common stock from GS&Co., which represented, based on the closing price of our
common stock on the NYSE on February 7, 2019, approximately 80% of the notional amount of the accelerated share repurchase agreement.
As of February 28, 2019, the common stock received is included in Treasury Sfock. At settlement of the agreement, which is expected to occur
during or prior to the third quarter of 2019, GS&Co. may be required to deliver additional shares of common stock to us, or, under certain
circumstances, we may be reguired to deliver shares of our common stock or may elect to make a cash payment to GS&Co., with the number
of shares to be delivered or the amount of such payment, as well as the final price per share, based on the volume-weighted average price,
less a discount, of Pfizer's common stock during the term of the transaction. This agreement was entered into pursuant to our previously
announced share repurchase authorization. After giving effect to the accelerated share repurchase agreement and other share repurchases
through February 28, 2019, our remaining share-purchase authorization was approximately $5.3 billion on February 28, 2019.
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Selected Quarterly Financial Data (Unaudited)

Pfizer Inc. and Subsidiary Companies

Quarter
(MILLIONS OF DOLLARS, EXCEPT PER COMMON SHARE DATA) First Second Third Fourth
2018
Revenues $ 12906 $ 13466 $ 13,298 $ 13,976
Cosls and expenses™ 8,736 8,895 9,035 14,051
Restructuring charges and certain acquisition-related costs®™ 43 44 85 872
Income/{loss) from continuing operations before provision for taxes on income/

{loss) 4,127 4,527 4,177 (946)
Provision/{benefit) for taxes on incomef{loss)® 556 648 66 (563)
Income/{loss) from continuing operations 3,571 3,879 4,111 (383)
Discontinued operations—net of tax 1) — 11 —
Net income/{loss) before allocation to noncontrolling interests 3,570 3,879 4,122 (383)
Less: Net income attributable to noncontrolling interests 9 7 8 11
Net income/{joss) attributable to Pfizer Inc. $ 3,561 § 3,872 § 4114 §$ (394)
Earnings/{loss) per common share—basic:

Income/(toss} from continuing operations attributable to Pfizer Inc. common

shareholders $ 060 $ 066 $ 070 $ (0.07)
Discontinued operations-—net of tax — —_ —_ —
Net income{loss) attributable to Pfizer Inc. common shareholders $ 0.60 $ 066 $ 0.70 §$ (0.07)

Earnings/{loss) per common share—diluted:

Income/(toss} from continuing operations attributable to Pfizer Inc. common

shareholders $ 059 § 065 $ 0.69 $ (0.07)
Discontinued operations-—net of tax —_ — — —_
Net income/{ioss) attributable to Pfizer Inc. common shareholders $ 059 § 0.65 §$ 0.69 § (0.07)

® The fourth quarter of 2018 historically reflects higher costs in Cost of safes, Seffing, informational and administrative expenses and Research and development
expenses. The fourth quarter of 2018 includes $3.1 billion in certain asset impairments recorded in Other fincomej/deductions—~net. For additional information,

see Notes to Consolidated Financial Statements—~Note 4. Other (Income)/Deductions—~Net,

®) |n the fourth quarter of 2018, includes restructuring charges that were primarily related to employee termination costs and asset write downs. The employee
termination costs are associated with our improvements to operational effectiveness as part of the realignment of our organizational structure effective at the
beginning of 2019. For additional information, see Notes to Consciidated Financial Statements-—Note 3. Restructuring Charges and Qther Cuosts Assaciated

with Acguisitions and Cost-Reduction/Productivity Initiatives.

¥ The third and fourth quarters of 2018 reflect the impact of the TCJA an the Provision/{benefit) for taxes on incame. For additional information, see Notes to
Consclidated Financial Statements—-Note SA. Tax Matters: Taxes on Income from Continuing Operations.

Basic and dituted EPS are computed independently for each of the periods presented. Accordingly, the sum of the quarterty EPS amounts may

not agree to the totat for the year.
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Pfizer Inc. and Subsidiary Companies

Quarter

(MILLIONS OF DOLLARS, EXCEPT PER COMMON SHARE DATA) First® Second Third Fourth
2017
Revenues $ 12779 $ 12896 $ 13168 § 13,703
Costs and expenses™ 8,744 9,011 9,469 12,665
Restructuring charges and certain acquisition-related costs 84 70 114 84
Income from continuing operations before provisionf{benefit) for taxes on income 3,951 3,815 3,585 953
Provisionf{benefit) for taxes on income™® 821 739 727 {11,325)
Income from continuing operations 3,130 3,077 2 858 12,289
Discontinued aperations—net of tax e 2 e 1
Net income before allocation to noncontrolting interests 3,130 3,078 2,858 12,280
Less: Net income attributable to noncontroiiing interests 9 5 18 15
Net income attributabie to Pfizer Inc. $ 3121 % 3073 % 2840 $ 12274
Earnings per common share—basic:

Income from continuing operations attributable to Pfizer Inc. common

shareholders 3 052 §% 052 § 048 $ 2.06

Discontinued operations—net of tax e e e .

Net income attributable 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 3 051 § 051 § 047 2.02
Discontinued operations—net of tax e e e .
Net income attributable to Pfizer Inc. common shareholders 3 051 § 051 § 047 § 2.02

In accordance with our international reporting peried, 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, Seffing, informational and administrative expenses and Research and development
expenses. The fourth quarter of 2017 includes a net loss on early retirement of debt of $989 million, inclusive of the related termination of cross currency swaps.
The fourth quarter of 2017 reflects the impact of the TCJA. For additiona!l information, see Notes to Consolidated Financial Statements—~Note §A. Tax Matters:
Taxes an Incame from Continuing Gperations.

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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Year Ended/As of December 31,@

(MILLIONS, EXCEPT PER COMMON SHARE DATA) 2018 2017 2016 2015 2014
Revenues $53,647 $52546 § 52,824  $ 48851 $ 49,605
Income from continuing operations 11,179 21,353 7,229 6,975 9,119
Totat assets 159,422 171,797 171,615 167,381 167,473
Long-term obligations® 63,807 69,714 80,660 72,985 74,265

Earnings per common share—basic
Income from continuing operations attributable to Pfizer Inc. common

sharehoiders $ 190 $ 357 $ 1.18 $ 113 $ 143
Discontinued operations—net of tax — e e e 0.01
Net income attributable to Pfizer Inc. common shareholders® $ 190 % 357 § 118 $ 113 § 144

Earnings per common share—dihited
Income from continuing operations attributable to Pfizer Inc. common

shareholders $ 186 $ 352 § 117 § 111 5 1.41
Discontinued operations—net of tax — — — — 0.01
Net income attributable to Pfizer Inc. common shareholders $ 187 352 1.17 111 142

Cash dividends declared per common share s 1.38 1.30 1.22 1.14 1.06

#2017 reflects the February 3, 2017 sale of HiS to ICU Medical. 2017 and 2018 reflect the acquisition of the development and commercialization rights to
AstraZeneca's small molecule anti-infectives business, primarily outside of the U.S. on December 22, 2016. 2016, 2017 and 2018 reflect the acquisition of
Medivation on September 28, 2016 and the acquisition of Anacor on June 24, 2018, and 2015, 2016, 2017 and 2018 reflect the acquisition of Hospira on
September 3, 2018

¥ Defined as Lang-term debt, Pension benefit abligations, nel, Pastretirement benefit abligations, net, Noncument deferred tax fiabilities, Gther taxes payable and
Gther noncurrent liabilities.

= 2018 and 2017 reflect 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 Income from Continuing Operations.
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Peer Group Performance Graph
Pfizer Inc. and Subsidiary Companies

The following graph assumes a $100 investment on December 31, 2013, and reinvestment of all dividends, in each of the Company’s
Common Stock, the S&P 500 Index, and a composite peer group of the major U.S. and Ewropean-based pharmaceuticat companies, which
are: Abbott Laboratories (for 2012 only), AbbVie Inc. {beginning in 2013), Amgen, Inc., AstraZeneca pic, Bristol-Myers Squibb Company, El
Lilly & Co., GlaxoSmithKline pic, Johnson & Johnson, Merck and Co., Inc., Novartis AG, Roche Holding AG and Sanofi SA.
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PFIZER PEER GROUP e S&P 500
Five Year Performance
2013 2014 2015 2016 2017 2018

PFIZER $100.0 $105.3 $112.8 $117.8 $136.4 $170.3
PEER GROUP $100.0 $1124 $114.1 $114.7 $134.3 $145.4
S&P 500 $100.0 $113.7 $115.2 $129.0 $157.2 $150.3

146 2018 Financial Report

17.08.2020 kI 12:48 Brgnngysundregistrene Side 154 av 171



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 986210229

DocuSign Envelope |D: E7321BD9-ESAE-4B76-B51C-21357DB18446

Financial Statements
2018

Vesteralens Naturprodukter AS

Org nr: 986 210 229

17.08.2020 kI 12:48 Brgnngysundregistrene Side 155 av 171



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 986210229

DocuSign Envelope |D: E7321BD9-ESAE-4B76-B51C-21357DB18446

Income Statement

Vesterdlens Naturprodukter AS

Operating revenues and 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

Financial income and financial costs

Other interest income

Other financial income

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

Other financial cost

Net financial items

Profit/(Loss} before tax
Taxes on ordinary result 1,10
Ordinary resuit

Profit/(Loss) for the year

Allocation of net profit/{loss)
To other equity reserves

Allocated to group
Allocated to other equity
Total transfers

46.865.067 70.001.743
212,951 530.858
47.078.018 70.532.601
16.354.098 23.299.488
17.127.318 21.512.190
74.037 171.993
11.711.523 20.738.871
45.266.976 65.722.542
1.811.042 4.810.059
18.939.728 80.755
375.660 524.187

- 24.447 950

5.073 -
50.651 141.268
473.314 410.108
18.786.350C -24.394.384
20.597.392 -19.584.325
-427.728 -1.202.221
20.169.664 -20.786.546
20.169.664 -20.786.546
20.169.664 -20.786.546
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Assets

Fixed assets

Intangible assets

Deferred tax assets

Total intangible assets
Fixed assets

Fixtures and fittings

Total fixed assets
Financial fixed assets
Investments in subsidiaries

Investments in other companies
Total financial assets

Total fixed assets

Current assets

inventory

Receivables

Accounts receivable

Other receivables

Receivables from group compan
Total receivables

Bank deposits, cash

Total current assets

Total Assets

Balance Sheet
Vesterdlens Naturprodukter AS

10 311.892 274.210
311.892 274.210

3 47.247 121.284
47.247 121.284

4 7.675.012 7.675.012
85.000 85.000

7.760.012 7.760.012

8.119.151 8.155.506

6 2.781.948 5.852.375
5 2.823.685 4.017.573
2.330.093 2.307.521

ies 7 76.963.510 42.463.694
82,117.288 48.788.788

8 882.457 811.745
85.781.693 55.452.908

93,900.844 63.608.414
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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 liabilities

Accounts payable

Payable tax

Government taxes

Liabilities to group companies
Other short-term debt

Total current liabilities

Total liabilities

Total liabilities and equity

DacuSigned by:

E’l&cﬁﬁd Resmy Jenaen
. 7FSDBB_1SB§_BA425,

Michael Christian Remy Jensen

Chairman of the Board

Balance Sheet
Vesterdlens Naturprodukter AS

2&9 100.000 100.000
2 468.905 468.905
2 1.194.235 1.194.235
1.763.140 1.763.140
33.343.228 48.173.564
33.343.228 48.173.564
2 35.106.368 49.936.704
1.129.126 1.969.239
10 465.410 1.118.767
331.082 394.879
7 51.780.341 4.271.607
5.088.517 5.917.218
58.794.476 13.671.710
58.794.476 13.671.710
93.900.844 63.608.414
Oslo, 23 May 2019
DocuSigned by: DocuSigned by:
W Pad, Kos
BDEG4CCDEDD34AA. . ET1BBAQTOD26497...
Joar Jarstein Chrislock Paul Rose

Board member / General Manager

Board member
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Cash Flow

Vesterdlens Naturprodukter AS

30.11.2018 30.11.2017
Cash flows from operating activities
Loss before tax 20.597.392 -19.584.325
This year's taxes paid -1.081.085 -
Ordinary depreciation 74.037 171.993
Changes in inventories 3.070.427 -1.062.216
Changes in accounts receivable 1.193.886 -99.859
Change in other accounts receivable -34.560.069 30.675.040
Change in payables -840.113 -203.046
Change in other accruals - -
Net cash from operating activities -11.545.525 9.897.587
Cash flows from investing activities
Purchase of fixed assets - -
Investments in subsidiaries - -7.400.000
Investments in other companies - -
Net cash flow from investing activities - -7.400.000
Cash flows from financing activities
Net change other payables Group 47.508.734 -2.875.413
Payments of group -892.497 -813.950
Dividend distributed -35.000.000 -
Net cash from financing activities 11.616.237 -3.689.363
Net change in cash 70.712 -1.191.776
Cash at beginning of period 811.745 2.003.521
Cash at end of period 882.457 811.745
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Note 1 Accounting policies

General

The Company’s accounting period from 1.12.2017 to 30.11.2018 Accounts are prepared for the
30/11/2018.

The financial statements are 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 simmultaneously with the associated income. The accounts are set up on this
assumption.

The company as of 30.11.2018 is a sub-group of PF Consumer Healthcare BV. The company follows
the exception provisions of the Accounting Act § 3-7 and does not prepare consolidated accounts.

Classification

Assets related to the business cycle are classified as current assets. The same rules apply to current
liabilities. Assets and liabilities 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 when the delivery time of goods and services is completed. Costs are
included in the matching principle, i.e. the costs are included in the same period as the related
revenue is recognized. The company operates with the sale of goods and income earned when
goods are delivered and 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 expected losses.

Inventories are valued at the purchase price of goods. Inventories are written down to their net
realizable value, if this is lower than acquisition cost or production cost.

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

Stocks- Short-term investments (shares assessed as current assets) are valued at the lower of
average cost and net realizable 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 is longer than three years and has a cost
exceeding 15,000. Tangible assets are valued at historical cost less depreciation.

Depreciation is based on an assessment of the economic and technical life. The company uses
straight-line depreciation for depreciation of fixed assets. The depreciation rates are shown in the
fixed asset note.
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Note 1 Accounting policies continued

Pension costs- The company finances its 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 is calculated based on the taxable profit.

Cash flow statement is prepared using the indirect method.

Note 2 Equity
Share Share QOther Retained Total
Capital Premium Reserves Earnings
Equity 01.12.2017 100.000 468.905 1.194.235 418.173.564 49.936.704
Net profit 20.169.664 20.169.664
Dividend distribution -35.000.000 -35.000.000
Equity 30.11.2018 100.000 468.905 1.194.235 33.343.228 35.106.368
Note 3 Fixed Assets Fixtures and Total
Fittings
Acquisition costs 30.11.2017 8.334.938 8.334.938
+ Additions
- Disposals (Book value)
- Depreciation/ amortisation 8.287.691 8.287.691
= Book Value 30.11.2018 47.247 47.247
Ordinary Depreciation 74.037 74.037
Depreciation 3-5 year

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

Acquisition Business Ownership Book value Company profit Company

time Office 30.11.2018 30.11 Equity 30.11

Vesteralens

Naturprodukter 2008 Vordingborg, 100% 7.400.000 -81.679 NOK 2.607.285
A/S Denmark NOK
Vesteralens

Naturprodukter 1998 Helsingfors, 100 % 228.512 744.781 NOK 6.606.437
oy Finland NOK
Vesteralens

Naturprodukter 1998 Strgmstad, 100 % 46.500 2.399.086 NOK 19.926.353
AB Sverige NOK

7.675.012
6
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Exchange rates for the 30.11.2018 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 for 30.11.2018 formed the basis of the disclosure.

As at 30th November 2018, there was an impairment review performed on the value of the
investment in subsidiaries. Based on this review, no impairments were deemed necessary.

Note 5 Accounts Receivable

Assessment of trade receivables

30.11.2018 30.11.2017
Valued at face value 2.987.337 4.330.876
Assigned to cover doubtful receivables -154.652 -313.303
Accounted value 2.823.685 4.017.573

Other receivables are stated at nominal value.

Receivables due within one year are classified as current receivables.

The Company has no receivables due later than 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 following transactions:

30.11.2017

30.11.2018
Sales of goods to group companies 9.749.121
Purchases of goods from group companies  25.433.647
Purchases of services from group 3.166.803
companies

35.000.000

Dividend distribution

8.119.791
12.785.774
2.534.259

Balance sheet includes the following amounts resulting from transactions with related parties:

Short-term receivables:

30.11.2018 30.11.2017
-Vesterdlens Naturprodukter A/S 2.687.346 1.437.000
-Vesteralens Naturprodukter AB 22.845.102 6.298.000
-Pfizer Innovative Supply Point - 6.313.762
International SPRL
- Vesterdlens Naturprodukter QY 7.853.786 3.270.753
- Pfizer Service Company Ireland 43.577.276 25.144.179
- Pfizer Shared Services - -
- Pfizer Consumer Manufacturing S.r.l. - -
Total receivables 76.963.510 42.463.694
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Short-term liabilities:
30.11.2018 30.11.2017

- Vesterdlens Naturprodukter QY 217.000 1.179.753
- Vesterdlens Naturprodukter AB 1.041.994 326.854
- Pfizer Innovative Supply Point Inter SPRL 12.702.008 -
- Pfizer AS 2.071.250 2.765.000
- C.P. Pharmaceuticals International C.V. 35.000.000 -
- Pfizer Norge AS 748.090 -
Total liabilities 51.780.341 4.271.607

Note 8 Restrictions
Of the company’s bank deposits NOK 190.611 are restricted funds.

Note 9 Number of Shares, shareholders, own shares

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

The Company’s shareholder (per 30.11.2018) Shareholding
PF Consumer Healthcare BV 100 %

On 14 May 2019, 100% of the company's shares were transferred to C.P. Pharmaceuticals
international C.V.

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 differences are as follows:
30.11.2018 30.11.2017 Movement

Operating assets -764.140 -907.343 143.203
Outstanding receivables -53.973 -200.138 146.165
Other differences -457.790 161.271 -629.061
Other differences -80.150 -196.332 116.182
Basis for calculating deferred taxes -1.356.053  -1.142.542 -213.511
Tax rate applied: 23% 24%

Net deferred tax (+)/assets(-) -311.892 -274.210 -37.682

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

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

base.

30.11.2018 30.11.2017
Profit/(loss) before tax 20.597.393 - 19.584.325
+/- Permanent differences -18.787.382  24.533.969
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+/-  Temporary differences 213.512 -190.664
+/-  Taxloss carried forward - -97.452
Tax base 2.023.523 4.661.528

Tax expenses in the financial statements consist of the following:

30.11.2018 30.11.2017
Payable tax 465.410 1.118.767
Changes in deferred tax assets/liabilities -37.682 83.454
income tax expense (23%) 427.728 1.202.221
Note 11 Revenue
Business area:

30.11.2018 30.11.2017
Sales of products through direct trade 46.865.067 70.001.743
Commissions 212.951 530.858
Other incomes - -
Total 47.078.018 70.532.601
Geographical distribution:

30.11.2018 30.11.2017
Norway (including Svalbard) 37.545.897 62.412.810
Finland 9.532.121 8.119.791
Total 47.078.018 70.532.601

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

Labour costs comprise the following items:

30.11.2018 30.11.2017
Salaries and similar 15.495.790 19.747.484
Secial security contributions 869.738 977.035
Pension expense -308.519 -322.652
Other labour 1.070.309 1.110.323
Total labour costs 17.127.318 21.512.190
Number of Employees 26 31

Pension:

The company is obligated to follow the Act on Mandatory company pensions. The company's
pension scheme meets the requirements of this Act.

Allowance:

Management remuneration: Managing director Board of Directors
Salary and bonus 1.339.881 -

Pension cost 93.600 -

The board of directors did not receive directors’ fees in the fiscal year of 2018.

Accountant 30.11.2018 30.11.2017
Revision 230.000 146.350
Counseling 96.250 45.000
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Total 326.250 191.350

The amounts are listed without VAT.

Note 13 Post balance sheet events

In December 2018 the Board made the decision to close down the Sortland site and transfer all
tasks to other parts of the organization across the Nordics to leverage synergies of one Nordic
business. This reorganization had as a consequence that all employees in VNP AS will be separated
from the business during 2019. The Sortland site close down will be effective from fuly 31st, 2019.

10
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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 Naturprodukier AS showing a profit of NOK
20 169 664. The financial statements comprise the balance sheet as at 30 November 2018, the
income statement and cash flow statement 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
2018, 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). Qur
responsibilities under those standards are further described in the Auditor’s Responsibilities 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 information in
the annual report, except the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

in connection with our audit of the financial stalements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.

if, based on the work we have performed, we conclude thal there is a material misstatement of this
other information, we are required to report that fact. We have nothing o report in this regard.
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Independent Auditor's Report - 2018
Vesteralens Naturprodukter AS

Responsibilities of the Board of Direciors 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, including fair presentation of the financial stalements in
accordance with the Norwegian Accounting Act and accounting standards and practices generally
accepted in Norway, and for such infernal control as management determines is necessary o 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
{o continue as a going concern, disclosing, as applicable, matiers related o going concern. The
financial statementis 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

Our objectives are o obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to 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 laws, 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 reasonably be expected io influence the economic decisions of users taken on
the basis of these financial statemenis.

As part of an audit in accordance with laws, regulations, and auditing standards and praciices
generally accepted in Norway, including ISAs, we exercise professional judgment and mainiain
professional scepticism throughout the audit. We also:

+ identify and assess the risks of material misstatement of the financial siatemenis, whether due
1o 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 opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

» obtain an undersianding of internal conirol 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.

» evaluaie the appropriateness of accounting policies used and the reasonableness 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 obtained, whether a malerial uncertainty exists
related o 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 reguired
o 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. Qur conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Company o cease to conlinue as a going concern.

» evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

We communicate with the Board 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.
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Independent Auditor's Report - 2018
Vesteralens Naturprodukter AS

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
concern assumption and the proposed allocation of the result is consistent with the financial
statements and complies 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 Financial
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, 24 May 2019
KPMG AS

Svein Wiig
State Authorised Public Accountant
(This document is signed electronically)
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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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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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