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a result of the investigation. As a consequence of the confiscation of these case files, the small claims courts in which the cases
are pending have begun dismissing the cases, and the remainder of the cases should be dismissed in the coming months.

Since 1995, when the first tobacco-related litigation was filed against a PMI entity, 345®) Smoking and Health, Lights, Health Care
Cost Recovery cases and Public Civil Actions in which we and/or one of our subsidiaries and/or indemnitees was a defendant have
been terminated in our favor. Nine cases have had decisions in favor of plaintiffs. Five of these cases have subsequently reached final
resolution in our favor, one has been annulled and returned to the trial court for further proceedings, two remain on appeal, and one
will be appealed by our subsidiary. To date, we have paid total judgments including costs of approximately six thousand Euros. These
payments were made in order to appeal three Italian small claims cases, two of which were subsequently reversed on appeal and one
of which remains on appeal. To date, no tobacco-related case has been finally resolved in favor of a plaintiff against us, our
subsidiaries or indemnitees.

(3) Includes 141 individual lights cases filed in small claims courts in Italy.
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The table below lists the verdicts and post-trial developments in the three pending cases (excluding one individual case on appeal
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from Italian small claims court) in which verdicts were returned in favor of plaintiffs:

Location of

Court/Name
Date of Plaintiff Type of Case Verdict Post-Trial Developments
September 2009 Brazil/ Individual Smoking  The Civil Court of  In September 2009,
Bernhardt and Health Rio de Janeiro following the decision on
found for plaintiff the merits in plaintiff’s
and ordered Philip favor, the plaintiff filed a
Morris Brasil to motion requesting an
pay R$13,000 increase in the damages
(approximately awarded. This motion was
$7,270) in rejected by the court.
damages. Philip Morris Brasil will
file its appeal against the
decision on the merits in
November 2009.
February 2004 Brazil/The Smoker  Class Action The Civil Court of  In April 2004, the court
Health Defense Séao Paulo found clarified its ruling,
Association defendants liable awarding “moral
(ADESF) without hearing damages” of R$1,000

evidence. The court
did not assess
moral or actual
damages, which
were to be assessed
in a second phase
of the case. The
size of the class
was not defined in
the ruling.

(approximately $560) per
smoker per full year of
smoking plus interest at
the rate of 1% per month,
as of the date of the
ruling. The court did not
award actual damages,
which were to be assessed
in the second phase of the
case. The size of the class
still has not been
estimated. Defendants
appealed to the Sdo Paulo
Court of Appeals, and the
case, including the
execution of the
judgment, was stayed
pending appeal. On
November 12, 2008, the
Sao Paulo Court of
Appeals annulled the
ruling, finding that the
trial court had
inappropriately ruled
without hearing evidence
and returned the case to
the trial court for further
proceedings. In addition,
the defendants have filed
a constitutional appeal to
the Federal Supreme
Court on the basis that the
plaintiff did not have
standing to bring the
lawsuit. This appeal is
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Location of
Court/Name
Date of Plaintiff Type of Case Verdict Post-Trial Developments
October 2003 Brazil/Da Silva Individual Smoking  The Court of In December 2004, a
and Health Appeal of Rio larger panel of the Court
Grande do Sul of Appeal of Rio Grande
reversed the trial do Sul overturned the
court ruling in adverse decision.
favor of Philip Plaintiffs appealed to the
Morris Brasil and Superior Court of Justice.
awarded plaintiffs In May 2009, a single
R$768,000 judge in the Superior
(approximately Court of Justice rejected
$430,000). plaintiffs’ appeal.

Plaintiffs have filed a
further appeal to the full
panel of the Superior
Court of Justice.

Pending claims related to tobacco products generally fall within the following categories:

Smoking and Health Litigation: These cases primarily allege personal injury and are brought by individual plaintiffs or on behalf of a
class of individual plaintiffs. Plaintiffs’ allegations of liability in these cases are based on various theories of recovery, including
negligence, gross negligence, strict liability, fraud, misrepresentation, design defect, failure to warn, breach of express and implied
warranties, violations of deceptive trade practice laws and consumer protection statutes. Plaintiffs in these cases seek various forms of
relief, including compensatory and other damages, and injunctive and equitable relief. Defenses raised in these cases include licit
activity, failure to state a claim, lack of defect, lack of proximate cause, assumption of the risk, contributory negligence, and statute of
limitations.

As of November 1, 2009, there were a number of smoking and health cases pending against our subsidiaries or indemnitees, as
follows:

e 120 cases brought by individual plaintiffs against our subsidiaries (118) or indemnitees (2) in Argentina (43), Australia (2),
Brazil (51), Canada (1), Chile (8), Costa Rica (1), Finland (2), Greece (1), Israel (1), Italy (6), Japan (1), the Philippines (1),
Scotland (1), and Turkey (1), compared with 124 such cases on November 1, 2008, and 138 cases on November 1, 2007; and

* O cases brought on behalf of classes of individual plaintiffs against our subsidiaries in Brazil (2), Bulgaria (1) and Canada (6),
compared with 5 such cases on November 1, 2008, and 3 such cases on November 1, 2007.

In the individual cases in Finland, our two indemnitees (our former licensees now known as Amer Sports Corporation and Amerintie
1 Oy) and another member of the industry are defendants. Plaintiffs allege personal injuries as a result of smoking. All three cases
were tried together before the District Court of Helsinki. Trial began in March 2008 and concluded in May 2008. In October 2008, the
District Court issued decisions in favor of defendants in all three cases. Plaintiffs filed appeals. One of the three plaintiffs has since
withdrawn her appeal, making the District Court’s decision in favor of the defendants final. The other two plaintiffs continue to
pursue their appeals. The appellate hearing, which is essentially a re-trial of these cases before the Appellate Court, began in August
2009 and is scheduled to conclude in December 2009.

In the first class action pending in Brazil, The Smoker Health Defense Association (ADESF) v. Souza Cruz, S.A. and Philip Morris
Marketing, S.A., Nineteenth Lower Civil Court of the Central Courts of the Judiciary District of Sdo Paulo, Brazil, filed July 25,
1995, our subsidiary and another member of the industry are defendants. The plaintiff, a consumer organization, is seeking damages
for smokers and former smokers, and injunctive relief. In February 2004, the trial court found defendants liable without hearing
evidence. The court did not assess moral or actual damages, which were to be assessed in a second phase of the case. The size of the
class was not defined in the ruling. In April
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2004, the court clarified its ruling, awarding “moral damages” of R$1,000 (approximately $560) per smoker per full year of smoking
plus interest at the rate of 1% per month, as of the date of the ruling. The court did not award actual damages, which were to be
assessed in the second phase of the case. The size of the class still has not been estimated. Defendants appealed to the Sdo Paulo
Court of Appeals, and the case, including the execution of the judgment, was stayed pending appeal. In November 2008, the Sdo
Paulo Court of Appeals annulled the ruling finding that the trial court had inappropriately ruled without hearing evidence and returned
the case to the trial court for further proceedings. In addition, the defendants have filed a constitutional appeal to the Federal Supreme
Court on the basis that the consumer association did not have standing to bring the lawsuit. This appeal is still pending.

In the second class action pending in Brazil, Public Prosecutor of Sdo Paulo v. Philip Morris Brasil Industria e Comercio Ltda, Civil
Court of the City of Sdo Paulo, Brazil, filed August 6, 2007, our subsidiary is a defendant. The plaintiff, the Public Prosecutor of the
State of Sdo Paulo, is seeking (1) unspecified damages on behalf of all smokers nationwide, former smokers, and their relatives;
(2) unspecified damages on behalf of people exposed to environmental tobacco smoke (“ETS”) nationwide, and their relatives; and
(3) reimbursement of the health care costs allegedly incurred for the treatment of tobacco-related diseases by all 26 States,
approximately 5,000 Municipalities, and the Federal District. In an interim ruling issued in December 2007, the trial court limited the
scope of this claim to the State of Sdo Paulo only. Our subsidiary was served with the claim in February 2008, and filed its answer to
the complaint in March 2008. In December 2008, the trial court issued a decision declaring that it lacked jurisdiction and transferred
the case to the Nineteenth Lower Civil Court in Sdo Paulo where the ADESF case discussed above is pending.

In the class action in Bulgaria, Yochkolovski v. Sofia BT AD, et al., Sofia City Court, Bulgaria, filed March 12, 2008, our subsidiaries
and other members of the industry are defendants. The plaintiff brought a collective claim on behalf of classes of smokers who were
allegedly misled by tar and nicotine yields printed on packages and on behalf of a class of minors who were allegedly misled by
marketing. Plaintiff seeks damages for economic loss, pain and suffering, medical treatment, and withdrawal from the market of all
cigarettes that allegedly do not comply with tar and nicotine labeling requirements. The trial court dismissed the youth marketing
claims. This decision has been affirmed on appeal. The trial court also ordered plaintiff to provide additional evidence in support of
the remaining claims. Our subsidiaries have not been served with the complaint.

In the first class action pending in Canada, Cecilia Letourneau v. Imperial Tobacco Ltd., Rothmans, Benson & Hedges Inc. and JTI
Macdonald Corp., Quebec Superior Court, Canada, filed in September 1998, our subsidiary and two other Canadian manufacturers
are defendants. The plaintiff, an individual smoker, is seeking compensatory and unspecified punitive damages for each member of
the class who is deemed addicted to smoking. The class was certified in 2005. Defendants’ motion to dismiss on statute-of-limitations
grounds was denied in May 2008. Discovery is ongoing; no trial date has been set.

In the second class action pending in Canada, Conseil Quebecois Sur Le Tabac Et La Santé and Jean-Yves Blais v. Imperial Tobacco
Ltd., Rothmans, Benson & Hedges Inc. and JTI Macdonald Corp., Quebec Superior Court, Canada, filed in November 1998, our
subsidiary and two other Canadian manufacturers are defendants. The plaintiffs, an anti-smoking organization and an individual
smoker, are seeking compensatory and unspecified punitive damages for each member of the class who suffers from certain smoking-
related diseases. The class was certified in 2005. Discovery is ongoing; no trial date has been set.

In the third class action pending in Canada, Kunta v. Canadian Tobacco Manufacturers’ Council, et al., The Queen’s Bench,
Winnipeg, Canada, filed June 12, 2009, we, our subsidiaries, and our indemnitees (PM USA and Altria Group, Inc.), and other
members of the industry are defendants. The plaintiff, an individual smoker, alleges her own addiction to tobacco products and
chronic obstructive pulmonary disease (“COPD”), severe asthma, and mild reversible lung disease resulting from the use of tobacco
products. She is seeking compensatory and unspecified punitive damages on behalf of a proposed class comprised of all smokers,
their estates, dependents and family members, as well as restitution of profits, and reimbursement of government health care costs
allegedly caused by tobacco products. We, our subsidiaries, and our indemnitees have been served with the complaint.
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In the fourth class action pending in Canada, Adams v. Canadian Tobacco Manufacturers’ Council, et al., The Queen’s Bench,
Saskatchewan, Canada, filed July 10, 2009, we, our subsidiaries, and our indemnitees (PM USA and Altria Group, Inc.), and other
members of the industry are defendants. The plaintiff, an individual smoker, alleges her own addiction to tobacco products and COPD
resulting from the use of tobacco products. She is seeking compensatory and unspecified punitive damages on behalf of a proposed
class comprised of all smokers who have smoked a minimum of 25,000 cigarettes and have suffered, or suffer, from COPD,
emphysema, heart disease, or cancer. We, our subsidiaries, and our indemnitees have been served with the complaint.

In the fifth class action pending in Canada, Semple v. Canadian Tobacco Manufacturers’ Council, et al., The Supreme Court (trial
court), Nova Scotia, Canada, filed June 18, 2009, we, our subsidiaries, and our indemnitees (PM USA and Altria Group, Inc.), and
other members of the industry are defendants. The plaintiff, an individual smoker, alleges his own addiction to tobacco products and
COPD resulting from the use of tobacco products. He is seeking compensatory and unspecified punitive damages on behalf of a
proposed class comprised of all smokers, their estates, dependents and family members, as well as restitution of profits, and
reimbursement of government health care costs allegedly caused by tobacco products. We, our subsidiaries, and our indemnitees have
been served with the complaint.

In the sixth class action pending in Canada, Dorion v. Canadian Tobacco Manufacturers’ Council, et al., The Queen’s Bench,
Alberta, Canada, filed June 15, 2009, we, our subsidiaries, and our indemnitees (PM USA and Altria Group, Inc.), and other
members of the industry are defendants. The plaintiff, an individual smoker, alleges her own addiction to tobacco products and
chronic bronchitis and severe sinus infections resulting from the use of tobacco products. She is seeking compensatory and
unspecified punitive damages on behalf of a proposed class comprised of all smokers, their estates, dependents and family members,
restitution of profits, and reimbursement of government health care costs allegedly caused by tobacco products. To date, we, our
subsidiaries, and our indemnitees have not been properly served with the complaint.

Health Care Cost Recovery Litigation: These cases, brought by governmental and non-governmental plaintiffs, seek reimbursement
of health care cost expenditures allegedly caused by tobacco products. Plaintiffs’ allegations of liability in these cases are based on
various theories of recovery including unjust enrichment, negligence, negligent design, strict liability, breach of express and implied
warranties, violation of a voluntary undertaking or special duty, fraud, negligent misrepresentation, conspiracy, public nuisance,
defective product, failure to warn, sale of cigarettes to minors, and claims under statutes governing competition and deceptive trade
practices. Plaintiffs in these cases seek various forms of relief including compensatory and other damages, and injunctive and
equitable relief. Defenses raised in these cases include lack of proximate cause, remoteness of injury, failure to state a claim, adequate
remedy at law, “unclean hands” (namely, that plaintiffs cannot obtain equitable relief because they participated in, and benefited
from, the sale of cigarettes), and statute of limitations.

As of November 1, 2009, there were a total of 11 health care cost recovery cases pending against us, our subsidiaries or indemnitees,
compared with 9 such cases on November 1, 2008, and 7 such cases on November 1, 2007, as follows:

e 4 cases brought against us, our subsidiaries and our indemnitees in Canada (3) and in Israel (1); and

» 7 cases brought in Nigeria (6) and Spain (1) against our subsidiaries.

In the first health care cost recovery case pending in Canada, Her Majesty the Queen in Right of British Columbia v. Imperial
Tobacco Limited, et al., Supreme Court, British Columbia, Vancouver Registry, Canada, filed January 24, 2001, we, our subsidiaries,
our indemnitee (PM USA), and other members of the industry are defendants. The plaintiff, the government of the province of British
Columbia, brought a claim based upon legislation enacted by the province authorizing the government to file a direct action against
cigarette manufacturers to recover the health care costs it has incurred, and will incur, resulting from a “tobacco related wrong.” The
Supreme Court has held that the statute is constitutional. We and certain other non-Canadian defendants challenged the jurisdiction of
the court. The court rejected the jurisdictional challenge. Pre-trial discovery is ongoing.
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In the second health care cost recovery case filed in Canada, Her Majesty the Queen in Right of New Brunswick v. Rothmans Inc., et
al., Court of Queen’s Bench of New Brunswick, Trial Court, New Brunswick, Fredericton, Canada, filed March 13, 2008, we, our
subsidiaries, our indemnitees (PM USA and Altria Group, Inc.), and other members of the industry are defendants. The claim was
filed by the government of the province of New Brunswick based on legislation enacted in the province. This legislation is similar to
the law introduced in British Columbia that authorizes the government to file a direct action against cigarette manufacturers to
recover the health care costs it has incurred, and will incur, as a result of a “tobacco related wrong.” Our subsidiaries, indemnitees,
and we have been served with the complaint. Preliminary motions are pending.

In the third health care cost recovery case filed in Canada, Her Majesty the Queen in Right of Ontario v. Rothmans Inc., et al.,
Ontario Superior Court of Justice, Toronto, Canada, filed September 29, 2009, we, our subsidiaries, our indemnitees (PM USA and
Altria Group, Inc.), and other members of the industry are defendants. The claim was filed by the government of the province of
Ontario based on legislation enacted in the province. This legislation is similar to the laws introduced in British Columbia and New
Brunswick that authorize the government to file a direct action against cigarette manufacturers to recover the health care costs it has
incurred, and will incur, as a result of a “tobacco related wrong.” Our subsidiaries, indemnitees, and we have been served with the
complaint.

In the case in Israel, Kupat Holim Clalit v. Philip Morris USA, et al., Jerusalem District Court, Israel, filed September 28, 1998, we,
our subsidiary, and our indemnitee (PM USA), together with other members of the industry are defendants. The plaintiff, a private
health care provider, brought a claim seeking reimbursement of the cost of treating its members for alleged smoking-related illnesses
for the years 1990 to 1998. Certain defendants filed a motion to dismiss the case. The motion was rejected, and those defendants filed
a motion with the Israel Supreme Court for leave to appeal. The appeal was heard by the Supreme Court in March 2005, and the
parties are awaiting the court’s decision.

In the first case in Nigeria, The Attorney General of Lagos State v. British American Tobacco (Nigeria) Limited, et al., High Court of
Lagos State, Lagos, Nigeria, filed April 30, 2007, our subsidiary and other members of the industry are defendants. Plaintiff seeks
reimbursement for the cost of treating alleged smoking-related diseases for the past 20 years, payment of anticipated costs of treating
alleged smoking-related diseases for the next 20 years, various forms of injunctive relief, plus punitive damages. In February 2008,
our subsidiary was served with a Notice of Discontinuance. The claim was formally dismissed in March 2008. However, the plaintiff
has since refiled its claim. Our subsidiary has been served with the refiled complaint but is contesting service. We currently conduct
no business in Nigeria.

In the second case in Nigeria, The Attorney General of Kano State v. British American Tobacco (Nigeria) Limited, et al., High Court
of Kano State, Kano, Nigeria, filed May 9, 2007, our subsidiary and other members of the industry are defendants. Plaintiff seeks
reimbursement for the cost of treating alleged smoking-related diseases for the past 20 years, payment of anticipated costs of treating
alleged smoking-related diseases for the next 20 years, various forms of injunctive relief, plus punitive damages. The case is in the
early stages of litigation, and the defendants have filed various preliminary motions upon which the court is yet to rule. Our
subsidiary has been served with the complaint but is contesting service.

In the third case in Nigeria, The Attorney General of Gombe State v. British American Tobacco (Nigeria) Limited, et al., High Court
of Gombe State, Gombe, Nigeria, filed May 18, 2007, our subsidiary and other members of the industry are defendants. Plaintiff seeks
reimbursement for the cost of treating alleged smoking-related diseases for the past 20 years, payment of anticipated costs of treating
alleged smoking-related diseases for the next 20 years, various forms of injunctive relief, plus punitive damages. In July 2008, the
court dismissed the case against all defendants based on the plaintiff’s failure to comply with various procedural requirements when
filing and serving the claim. The plaintiff did not appeal the dismissal. However, in October 2008, the plaintiff refiled its claim. Our
subsidiary has not yet been served with the refiled complaint.

In the fourth case in Nigeria, The Attorney General of Oyo State, et al., v. British American Tobacco (Nigeria) Limited, et al., High
Court of Oyo State, Ibadan, Nigeria, filed May 25, 2007, our subsidiary and other members of
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the industry are defendants. Plaintiffs seek reimbursement for the cost of treating alleged smoking-related diseases for the past 20
years, payment of anticipated costs of treating alleged smoking-related diseases for the next 20 years, various forms of injunctive
relief, plus punitive damages. The case is in the early stages of litigation, and the defendants have filed various preliminary motions
upon which the court is yet to rule. Our subsidiary has been served with the complaint but is contesting service.

In the fifth case in Nigeria, The Attorney General of the Federation v. British American Tobacco (Nigeria) Limited, et al., Federal
High Court, Abuja, Nigeria, filed July 25, 2007, our subsidiary and other members of the industry are defendants. Plaintiff seeks
reimbursement for the cost of treating alleged smoking-related diseases for the past 20 years, payment of anticipated costs of treating
alleged smoking-related diseases for the next 20 years, various forms of injunctive relief, plus punitive damages. Our subsidiary has
not yet been served with the claim.

In the sixth case in Nigeria, The Attorney General of Ogun State v. British American Tobacco (Nigeria) Limited, et al., High Court of
Ogun State, Abeokuta, Nigeria, filed February 26, 2008, our subsidiary and other members of the industry are defendants. Plaintiff
seeks reimbursement for the cost of treating alleged smoking-related diseases for the past 20 years, payment of anticipated costs of
treating alleged smoking-related diseases for the next 20 years, various forms of injunctive relief, plus punitive damages. Our
subsidiary was served with notice of the claim in December 2008, but is contesting service.

In the series of proceedings in Spain, Junta de Andalucia, et al. v. Philip Morris Spain, et al., Court of First Instance, Madrid, Spain,
the first of which was filed February 21, 2002, our subsidiary and other members of the industry were defendants. The plaintiffs
sought reimbursement for the cost of treating certain of their citizens for various smoking-related illnesses. In May 2004, the first
instance court dismissed the initial case, finding that the State was a necessary party to the claim, and thus, the claim must be filed in
the Administrative Court. The plaintiffs appealed. In February 2006, the appellate court affirmed the lower court’s dismissal. The
plaintiffs then filed notice that they intended to pursue their claim in the Administrative Court against the State. Because they were
defendants in the original proceeding, our subsidiary and other members of the industry filed notices with the Administrative Court
that they are interested parties in the case. In September 2007, the plaintiffs filed their complaint in the Administrative Court. In
November 2007, the Administrative Court dismissed the claim. The plaintiffs asked the Administrative Court to reconsider its
decision dismissing the case, and that request was rejected in a ruling rendered in February 2008. Plaintiffs appealed to the Supreme
Court. In June 2008, our subsidiary filed a brief of appearance before the Supreme Court giving notice that it is an interested party in
the appeal proceedings initiated by the plaintiffs. The Supreme Court has recognized our subsidiary as a party. Plaintiffs have filed a
second claim in the Administrative Court against the Ministry of Economy. This second claim seeks the same relief as the original
claim, but relies on a different procedural posture. The Administrative Court has recognized our subsidiary as a party.

Lights Cases: These cases, brought by individual plaintiffs, or on behalf of a class of individual plaintiffs, allege that the use of the
term “lights” constitutes fraudulent and misleading conduct. Plaintiffs’ allegations of liability in these cases are based on various
theories of recovery including misrepresentation, deception, and breach of consumer protection laws. Plaintiffs seek various forms of
relief including restitution, injunctive relief, and compensatory and other damages. Defenses raised include lack of causation, lack of
reliance, assumption of the risk, and statute of limitations.

As of November 1, 2009, there were a number of lights cases pending against our subsidiaries or indemnitees, as follows:

* 3 cases brought on behalf of various classes of individual plaintiffs (some overlapping) in Israel, compared with 3 such cases
on November 1, 2008, and 2 such cases on November 1, 2007; and

* 1,979 cases brought by individuals against our subsidiaries in the equivalent of small claims courts in Italy where the
maximum damages claimed are approximately one thousand Euros per case, compared with 2,010 such cases on November 1,
2008, and 2,023 such cases on November 1, 2007.
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In one class action pending in Israel, El-Roy, et al. v. Philip Morris Incorporated, et al., District Court of Tel-Aviv/Jaffa, Israel, filed
January 18, 2004, our subsidiary and our indemnitees (PM USA and our former importer Menache H. Eliachar Ltd.) are defendants.
The plaintiffs filed a purported class action claiming that the class members were misled by the descriptor “lights” into believing that
lights cigarettes are safer than full flavor cigarettes. The claim seeks recovery of the purchase price of lights cigarettes and
compensation for distress for each class member. Hearings took place in November and December 2008 regarding whether the case
meets the legal requirements necessary to allow it to proceed as a class action. The parties’ briefing on class certification is scheduled
to be completed in June 2010.

The claims in a second class action pending in Israel, Navon, et al. v. Philip Morris Products USA, et al., District Court of Tel-
Aviv/]affa, Israel, filed December 5, 2004, against our indemnitee (our distributor M.H. Eliashar Distribution Ltd.) and other
members of the industry are similar to those in E/-Roy, and the case is currently stayed pending a ruling on class certification in El-
Roy.

In the third class action pending in Israel, Numberg, et al. v. Philip Morris Products S.A., et al., District Court of Tel Aviv/Jaffa,
Israel, filed May 19, 2008, our subsidiaries and our indemnitee (our distributor M.H. Eliashar Distribution Ltd.) and other members
of the industry are defendants. The plaintiffs filed a purported class action claiming that the class members were misled by pack
colors, terms such as “slims” or “super slims” or “blue,” and text describing tar and nicotine yields. Plaintiffs allege that these pack
features misled consumers to believe that the cigarettes with those descriptors are safer than full flavor cigarettes. Plaintiffs seek
recovery of the price of the brands at issue that were purchased from December 31, 2004 to the date of filing of the claim. They also
seek compensation for mental anguish, punitive damages and injunctive relief. Our subsidiaries and our indemnitee have been served
with the claim. Defendants filed their oppositions to class certification in March 2009.

Public Civil Actions: Claims have been filed either by an individual, or a public or private entity, seeking to protect collective or
individual rights, such as the right to health, the right to information or the right to safety. Plaintiffs’ allegations of liability in these
cases are based on various theories of recovery including product defect, concealment, and misrepresentation. Plaintiffs in these cases
seek various forms of relief including injunctive relief such as banning cigarettes, descriptors, smoking in certain places and
advertising, as well as implementing communication campaigns and reimbursement of medical expenses incurred by public or private
institutions.

As of November 1, 2009, there were 11 public civil actions pending against our subsidiaries in Argentina (1), Brazil (3), Colombia
(6) and Venezuela (1), compared with 10 such cases on November 1, 2008, and 9 such cases on November 1, 2007.

In the public civil action in Argentina, Asociacion Argentina de Derecho de Danos v. Massalin Particulares S.A., et al., Civil Court of
Buenos Aires, Argentina, filed February 26, 2007, our subsidiary and another member of the industry are defendants. The plaintiff, a
consumer association, seeks the establishment of a relief fund for reimbursement of medical costs associated with diseases allegedly
caused by smoking. Our subsidiary filed its answer in September 2007.

In the first public civil action in Brazil, Osorio v. Philip Morris Brasil Industria e Comercio Ltda., et al., Federal Court of Sdo Paulo,
Brazil, filed September 2003, our subsidiary, another member of the industry and various government entities are defendants. The
plaintiff seeks a ban on the production and sale of cigarettes on the grounds that they are harmful to health and cause the government
to spend money on health care. Plaintiff alleges that smoking violates the Brazilian constitutional right to health, that smokers have no
free will because they are addicted, and that ETS is harmful. Plaintiff seeks the suspension of the defendants’ licenses to manufacture
cigarettes, the revocation of any import licenses for tobacco-related products, the collection of all tobacco-containing products from
the market, and a daily fine amounting to R$1 million (approximately $560,000) for any violation of the injunction order. Our
subsidiary filed its answer in June 2004.

In the second public civil action in Brazil, Associacao dos Consumidores Explorados do Distrito Federal v. Sampoerna Tabacos
America Latina Ltda., State Trial Court of Brasilia, Brazil, filed April 18, 2006, our subsidiary
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is a defendant. The plaintiff, a consumer association, seeks a ban on the production and sale of cigarettes on the grounds that they are
harmful to health. Plaintiff’s complaint also requests that a fine amounting to R$1 million (approximately $560,000) per day be
imposed should the ban be granted and defendant continue to produce or sell cigarettes. Our subsidiary filed its answer in May 2006.
The trial court dismissed the case in November 2007. Plaintiff appealed. In November 2008, the appellate court affirmed the trial
court’s dismissal. Plaintiff has filed a further appeal.

In the third public civil action pending in Brazil, The Brazilian Association for the Defense of Consumer Health (SAUDECON) v.
Philip Morris Brasil Industria e Comercio Ltda and Souza Cruz S.A., Civil Court of City of Porto Alegre, Brazil, filed November 3,
2008, our subsidiary is a defendant. The plaintiff, a consumer organization, is asking the court to establish a fund that will be used to
provide treatment, for a minimum of two years, to smokers who claim to be addicted and who do not otherwise have access to
smoking cessation treatment. Plaintiff requests that each defendant’s liability be determined according to its market share. Our
subsidiary filed its answer in January 2009. In May 20009, the trial court dismissed the case on the merits. Plaintiff has appealed.

In the first public civil action in Colombia, Garrido v. Philip Morris Colombia S.A., Civil Court of Bogotd, Colombia, filed
August 28, 2006, our subsidiary is a defendant. The plaintiff seeks various forms of injunctive relief, including the ban of the use of
“lights” descriptors, and requests that defendant be ordered to finance a national campaign against smoking. Our subsidiary filed its
answer in April 2007.

In the second public civil action in Colombia, Garrido v. Coltabaco (Garrido II), Civil Court of Bogotd, Colombia, filed October 27,
2006, our subsidiary is a defendant. The plaintiff’s claims are identical to those in Garrido, above. Our subsidiary filed its answer in
April 2007. In September 2009, the trial court dismissed the case on the merits. Plaintiff has appealed.

In the third public civil action in Colombia, Morales v. Philip Morris Colombia S.A. and Colombian Government, Administrative
Court of Bogotd, Colombia, filed February 12, 2007, our subsidiary and a government entity are defendants. The plaintiff alleges
violations of the collective right to a healthy environment, public health rights, and the rights of consumers, and that the government
failed to protect those rights. Plaintiff seeks various monetary damages and other relief, including a ban on descriptors and a ban on
cigarette advertising. Our subsidiary filed its answer in March 2007.

In the fourth public civil action in Colombia, Morales, et al. v. Coltabaco (Morales II), Civil Court of Bogotd, Colombia, filed
February 5, 2008, our subsidiary, which was served in June 2008, is a defendant. The plaintiffs allege misleading advertising, product
defect, failure to inform, and the targeting of minors in advertising and marketing. Plaintiffs seek various monetary relief including a
percentage of the costs incurred by the state each year for treating tobacco-related illnesses to be paid to the Ministry of Social
Protection (from the date of incorporation of Coltabaco). After this initial payment, plaintiffs seek a fixed annual contribution to the
government of $50 million. Plaintiffs also request that a statutory incentive award be paid to them for filing the claim. Our subsidiary
filed its answer in July 2008.

In the fifth public civil action in Colombia, Morales, et al. v. Productora Tabacalera de Colombia S.A. (Protabaco), et al., (Morales
III), Administrative Court of Bogotd, Colombia, filed December 19, 2007, two of our subsidiaries, which were served in July and
August 2008, other members of the industry, and various government entities are defendants. The plaintiffs’ claims are identical to
those in Morales II, above. Our subsidiaries filed their answers in August 2008.

In the sixth public civil action in Colombia, Guzman v. Coltabaco, et al., Administrative Court of Bogotd, Colombia, filed May 8,
2007, our subsidiary, another member of the industry, and various government entities are defendants. The plaintiff is seeking
economic restitution to the country, an increase in sales tax for cigarettes, as well as various forms of injunctive relief. Our subsidiary
filed its answer in June 2007. In September 2009, the trial court dismissed the case on the merits. Plaintiff failed to appeal by the
required deadline. Therefore, this case has been terminated and is not included in the above pending case totals. We will no longer
report this case.

-35-



Philip Morris International Inc. and Subsidiaries
Notes to Condensed Consolidated Financial Statements
(Unaudited)

In the seventh public civil action in Colombia, Roche v. Philip Morris Colombia S.A., Civil Court of Bogotd, Colombia, filed
November 14, 2008, our subsidiary is a defendant. Plaintiff alleges violations of the collective right to health because the defendant
failed to include information about ingredients and their toxicity on cigarette packs. Plaintiff asks the court to order our subsidiary to
immediately cease manufacture and/or distribution of cigarettes until information on ingredients and their toxicity is included on
packs. Our subsidiary filed its answer in January 2009.

In the public civil action in Venezuela, Federation of Consumers and Users Associations (FEVACU), et al. v. National Assembly of
Venezuela and the Venezuelan Ministry of Health, Constitutional Chamber of the Venezuelan Supreme Court, filed April 29, 2008,
we were not named as a defendant, but the plaintiff published a notice pursuant to court order, notifying all interested parties to
appear in the case. In January 2009, our subsidiary appeared in the case in response to this notice. The plaintiffs purport to represent
the right to health of the citizens of Venezuela and claims that the government failed to protect adequately its citizens’ right to health.
The claim asks the court to order the government to enact stricter regulations on the manufacture and sale of tobacco products. In
addition, the plaintiffs ask the court to order companies involved in the tobacco industry to allocate a percentage of their “sales or
benefits” to establish a fund to pay for the health care costs of treating smoking-related diseases. In October 2008, the court ruled that
plaintiffs have standing to file the claim and that the claim meets the threshold admissibility requirements.

Other Litigation: Other litigation includes an antitrust suit and various tax and individual employment cases:

*  Antitrust: One case brought on behalf of a class of individual plaintiffs in the state of Kansas in the United States against us
and other members of the industry alleging price-fixing;

e Tax: In Brazil, there are 98 tax cases involving Philip Morris Brasil S.A. relating to the payment of state tax on the sale and
transfer of goods and services, federal social contributions, excise, social security and income tax, and other
matters. Thirty-nine of these cases are under administrative review by the relevant fiscal authorities and 59 are under
judicial review by the courts; and

*  Employment: Our subsidiaries, Philip Morris Brasil S.A. and Philip Morris Brasil Ltda, are defendants in various
individual employment cases resulting, among other things, from the termination of employment in connection with the
shut-down of one of our factories in Brazil.

In the antitrust class action in Kansas, Smith v. Philip Morris Companies, Inc., et al., District Court of Seward County, Kansas, filed
February 7, 2000, we and other members of the industry are defendants. The plaintiff asserts that the defendant cigarette companies
engaged in an international conspiracy to fix wholesale prices of cigarettes and sought certification of a class comprised of all persons
in Kansas who were indirect purchasers of cigarettes from the defendants. The plaintiff claims unspecified economic damages
resulting from the alleged price-fixing, trebling of those damages under the Kansas price-fixing statute and counsel fees. The trial
court granted plaintiff’s motion for class certification and refused to permit the defendants to appeal. The case is now in the discovery
phase. No trial date has yet been set.

Guarantees

At September 30, 2009, PMI’s third-party guarantees, which are primarily related to excise taxes, were $49 million, of which $45
million have no specific expiration dates. The remainder ($4 million) expire through 2013, with no guarantees expiring through
September 30, 2010. PMI is required to perform under these guarantees in the event that a third party fails to make contractual
payments. PMI does not have a liability on its condensed consolidated balance sheet at September 30, 2009, as the fair value of these
guarantees is insignificant due to the fact that the probability of future payments under these guarantees is remote.

Under the terms of the Distribution Agreement between Altria and PMI, liabilities concerning tobacco products will be allocated
based in substantial part on the manufacturer. PMI will indemnify Altria and PM USA for liabilities
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related to tobacco products manufactured by PMI or contract manufactured for PMI by PM USA, and PM USA will indemnify PMI
for liabilities related to tobacco products manufactured by PM USA, excluding tobacco products contract manufactured for PMI. PMI
does not have a liability recorded on its balance sheet at September 30, 2009, as the fair value of this indemnification is insignificant
since the probability of future payments under this indemnification is remote.

Note 12. Income Taxes:

Income tax provisions for jurisdictions outside the United States, as well as state and local income tax provisions, were determined on
a separate company basis and the related assets and liabilities were recorded in PMI’s condensed consolidated balance sheets.

PMTI'’s effective tax rates for the nine months and three months ended September 30, 2009 were 29.3% and 29.5%, respectively.
PMTI’s effective tax rates for the nine months and three months ended September 30, 2008 were 27.9% and 23.6%, respectively. The
effective tax rate for the nine months ended September 30, 2008 was favorably impacted by the adoption of U.S. income tax
regulations proposed in 2008 ($154 million) and the enacted reduction of future corporate income tax rates in Indonesia ($67 million),
partially offset by the after-tax charge of $124 million related to the RBH settlement with the Government of Canada and all ten
provinces, and the tax cost of a legal entity restructuring ($52 million). The effective tax rate for the three months ended
September 30, 2008 was favorably impacted by the previously mentioned adoption of U.S. income tax regulation ($154 million) and
the enacted reduction of future corporate income tax rates in Indonesia ($67 million), partially offset by the tax cost of a legal entity
restructuring ($52 million). The effective tax rates are based on PMI’s full year geographical earnings mix projections and cash
repatriation plans. Changes in earnings mix or in cash repatriation plans could have an impact on the effective tax rates which PMI
monitors each quarter. Significant judgment is required in determining income tax provisions and in evaluating tax positions.

PMI is regularly examined by tax authorities around the world. It is reasonably possible that within the next 12 months certain tax
examinations will close. This could result in a decrease in unrecognized tax benefits along with related interest and penalties. An
estimate of the range of the possible decrease cannot be made at this time.

Note 13. Indebtedness:

At September 30, 2009 and December 31, 2008, PMI’s long-term debt consisted of the following (in millions):

September 30, 2009 December 31, 2008
Short-term borrowings, reclassified as long-term debt $ - $ 1,020
Notes, 4.875% to 6.875% (average interest rate 5.796%),
due through 2038 7,198 7,193
Foreign currency obligations:
Euro notes payable (average interest rate 5.240%),
due through 2016 5,436 2,484
Swiss Franc notes payable (average interest rate
3.625%), due through 2013 963 473
Other (average interest rate 5.248%), due through
2014 341 416
13,938 11,586
Less current portion of long-term debt (197) (209)
$ 13,741 $ 11,377
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In March 2009, PMI issued Euro 2.0 billion (approximately $2.6 billion) of notes. The Euro notes bear the following terms:
*  Euro 1.25 billion total principal due March 2012 at a fixed interest rate of 4.250%.
*  Euro 750 million total principal due March 2016 at a fixed interest rate of 5.750%.

In March 2009, PMI also issued CHF 500 million (approximately $431 million) of 3.250% bonds, due in March 2013.

The net proceeds of these offerings were used to repay commercial paper borrowings and for general corporate purposes.

Note 14. Fair Value Measurements:

The authoritative guidance defines fair value as the exchange price that would be received for an asset or paid to transfer a liability
(an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction between market
participants on the measurement date. The guidance also establishes a fair value hierarchy which requires an entity to maximize the
use of observable inputs and minimize the use of unobservable inputs when measuring fair value. The guidance describes three levels
of input that may be used to measure fair value, which are as follows:

Level 1-  Quoted prices in active markets for identical assets or liabilities.

Level 2-  Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities; quoted prices in
markets that are not active; or other inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities.

Level 3-  Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets
or liabilities.

Securities Available for Sale

PMI assesses the fair value of securities available for sale, which consist of warrants to purchase third-party common stock, by using
a Black-Scholes methodology based on observable market inputs.

Debt

The fair value of PMI’s outstanding debt, as utilized solely for disclosure purposes, is determined by utilizing quotes and market
interest rates currently available to PMI for issuances of debt with similar terms and remaining maturities. The aggregate carrying
value of PMTI’s debt, excluding capital leases obligations, was $13,700 million at September 30, 2009.

Derivative Financial Instruments

PMI assesses the fair value of its derivative financial instruments using internally developed models that use, as their basis, readily
observable future amounts, such as cash flows, earnings, and the current market expectations of those future amounts. These
derivatives include forward foreign exchange contracts, foreign currency swaps and foreign currency options. Derivative financial
instruments have been classified within Level 2. See Note 7. Financial Instruments for additional discussion on derivative financial
instruments.
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The aggregate fair value of PMI’s securities available for sale, debt and derivative financial instruments as of September 30, 2009,

was as follows (in millions):

Quoted Prices

in Active
Markets for

At Identical
September 30, Assets/Liabilities

2009 (Level 1)
Derivatives - Assets $ 66 $ -
Securities Available for Sale $ 8 $ -
Debt $ 14,962 $ 14,860
Derivatives - Liabilities $ 138 $ -

Note 15. Accumulated Other Comprehensive Earnings (Losses):

Significant
Other
Observable
Inputs

(Level 2)

66
8

&~ ||1E || |5

102
138

Significant
Unobservable
Inputs
(Level 3)

&~ ||1E || |5

PMTI’s accumulated other comprehensive earnings (losses), net of taxes, consisted of the following (in millions):

At
September 30,
2009
Currency translation adjustments $ 421
Pension and other benefits (1,401)
Derivatives accounted for as hedges (46)
Debt and equity securities 7
Total accumulated other comprehensive earnings
(losses) $ (1,019)

Note 16. Colombian Investment and Cooperation Agreement:

At
December 31,
2008
$ (768)

(1,444)

(63)

M

$ (2,281)

At
September 30,
2008
$ 1,506

99)
(51)
$ 1,356

On June 19, 2009, PMI announced that it had signed an agreement with the Republic of Colombia, together with the Departments of
Colombia and the Capital District of Bogota, to promote investment and cooperation with respect to the Colombian tobacco market
and to fight counterfeit and contraband tobacco products. The Investment and Cooperation Agreement provides $200 million in
funding to the Colombian governments over a 20-year period to address issues of mutual interest, such as combating the illegal
cigarette trade, including the threat of counterfeit tobacco products, and increasing the quality and quantity of locally grown tobacco.
As a result of the Investment and Cooperation Agreement, PMI recorded a pre-tax charge of $135 million in the operating results of
the Latin America & Canada segment during the second quarter of 2009. This pre-tax charge, which represents the net present value
of the payments prescribed by the agreement, is reflected in marketing, administration and research costs on the condensed

consolidated statements of earnings for the nine months ended September 30, 2009.
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Note 17. RBH Legal Settlement:

On July 31, 2008, Rothmans announced the finalization of a CAD $550 million (or approximately $506 million) settlement between
itself and RBH, on the one hand, and the Government of Canada and all ten provinces, on the other hand. The settlement resolves the
Royal Canadian Mounted Police’s investigation relating to products exported from Canada by RBH during the 1989-1996 period.
Rothmans’ sole holding was a 60% interest in RBH. The remaining 40% interest in RBH was owned by PMI.

As a result of the finalization of the settlement, PMI recorded a charge of $124 million in the operating results of the Latin America &
Canada segment during the second quarter of 2008. The charge represented the present value of PMI’s 40% equity interest in RBH’s
portion of the settlement.

Subsequent to the finalization of the settlement, PMI announced that it had entered into an agreement with Rothmans to purchase, by
way of a tender offer, all of the outstanding common shares of Rothmans. In October 2008, PMI completed the acquisition of all of
Rothmans shares. See Note 8. Acquisitions for more details regarding this acquisition.

At September 30, 2009, PMI had $243 million of discounted accrued settlement charges associated with the RBH legal settlement.
These accrued settlement charges are reflected in other accrued liabilities ($28 million) and other long-term liabilities ($215 million)
on the condensed consolidated balance sheet.

At December 31, 2008, PMI had $207 million of discounted accrued settlement charges associated with the RBH legal settlement.
These accrued settlement charges are reflected in other accrued liabilities ($15 million) and other long-term liabilities ($192 million)
on the condensed consolidated balance sheet.

Note 18. New Accounting Standards:

As previously discussed in Note 9. Earnings Per Share, PMI adopted the provisions of amended FASB authoritative guidance which
requires that unvested share-based payment awards that contain nonforfeitable rights to dividends are participating securities and
therefore shall be included in the earnings per share calculation pursuant to the two-class method.

Effective January 1, 2009, PMI adopted the provisions of amended FASB authoritative guidance which changed the reporting for
minority interest by requiring that noncontrolling interests be reported within equity. Additionally, this amendment requires that any
transaction between an entity and a noncontrolling interest be accounted for as an equity transaction. The adoption of this amendment
has been applied prospectively, except for the presentation and disclosure requirements, which have been adjusted retrospectively for
all periods presented.

Effective January 1, 2009, PMI adopted the provisions of amended FASB authoritative guidance for Business Combinations. This
amendment requires the recognition of assets acquired, liabilities assumed and any noncontrolling interest in the acquiree to be
measured at fair value as of the acquisition date. Additionally, costs incurred to effect the acquisition are to be recognized separately
from the acquisition and expensed as incurred.

Effective January 1, 2009, PMI adopted the provisions of amended FASB authoritative guidance for Derivatives and Hedging. This
amendment requires disclosures about how and why a company uses derivative instruments, how derivative instruments and related
hedged items are accounted for and how derivative instruments and related hedged items affect the company’s financial position,
financial performance, and cash flows. This amendment is effective for financial statements issued for fiscal years beginning after
November 15, 2008. PMI has amended its disclosures accordingly.

The adoption of these provisions of amended FASB authoritative guidance noted above did not have a material impact on PMI’s
consolidated financial position, results of operations or cash flows.
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Dividends paid to public stockholders in the first nine months of 2009 were $3.2 billion. Dividends paid to public stockholders in the
first nine months of 2008 were $956 million, which represented the July 2008 payment on our inaugural quarterly dividend of $0.46
per common share declared in the second quarter of 2008.

Debt and Liquidity

We define cash and cash equivalents as short-term, highly liquid investments, readily convertible to known amounts of cash which
mature within three months and have an insignificant risk of change in value due to interest rate or credit risk changes. As a policy,
we do not hold any investments in structured or equity-linked products. Our cash and cash equivalents are predominantly held in
short-term bank deposits with institutions having a long-term rating of A or better and a short-term rating of A-1/P-1.

Credit Ratings — At September 30, 2009, our debt ratings and outlook by major credit rating agencies were as follows:

Short-term Long-term Outlook
Moody’s P-1 A2 Stable
Standard & Poor’s A-1 A Stable
Fitch F1 A+ Negative

We do not expect the Fitch negative outlook to have a significant impact on our borrowing costs or our ability to access the global
capital markets.

Credit Lines — At September 30, 2009, our committed credit lines were as follows (in billions of dollars):

Committed
Credit Commercial
Type Lines Paper
3-year revolving credit,
expiring December 4, 2010 $ 0.9
5-year revolving credit,
expiring December 4, 2012 2.7
Euro 5-year revolving credit,
expiring May 12, 2010 2.8
Total facilities $ 6.4
Commercial paper outstanding $ -

At September 30, 2009, there were no borrowings under the committed credit lines.

Certain subsidiaries of Lehman Brothers Holdings Inc. (“Lehman’) were credit providers under the revolving credit facilities expiring
on May 12, 2010, December 4, 2010 and December 4, 2012 in the total amount of $0.5 billion. Lehman filed for bankruptcy
protection on September 15, 2008. The commitments of its relevant affiliate under these facilities have been terminated. The
committed credit lines shown in the table above exclude all amounts related to Lehman.

All banks participating in our committed revolving credit facilities are highly rated by the credit rating agencies. We are monitoring
the credit quality of our banking group and at this time we are not aware of any other potential non-performing credit provider.
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These facilities require us to maintain a ratio of earnings before interest, taxes, depreciation and amortization (“EBITDA”) to interest
of not less than 3.5 to 1.0 on a rolling twelve month basis. At September 30, 2009, our ratio calculated in accordance with the
agreements was 14.0 to 1.0. These facilities do not include any credit rating triggers, material adverse change clauses or any
provisions that could require us to post collateral. We expect to continue to meet our covenants.

These facilities can be used to support the issuance of commercial paper in Europe and the United States. The multi-year facilities
enable us to reclassify short-term debt to long-term debt.

In addition to the above, certain of our subsidiaries maintain credit lines to meet their respective working capital needs. These credit
lines, which amounted to approximately $2.3 billion at September 30, 2009, are for the sole use of these businesses. Borrowings on
these lines amounted to $313 million at September 30, 2009 and $375 million at December 31, 2008.

Commercial Paper Facilities — We have two $6 billion commercial paper programs in place, one in the U.S. and one in Europe. Our
recent issuances have shown that our A-1/P-1/F1 ratings have allowed us to maintain full access to the Tier-1 commercial paper
market at competitive rates despite the current market turmoil.

The $6.4 billion of committed revolving credit facilities are more than adequate to back-stop our commercial paper issuance needs.
The existence of these facilities, coupled with our operating cash flows, will enable us to meet our liquidity requirements.

Debt — Our total debt was $14.3 billion at September 30, 2009 and $12.0 billion at December 31, 2008.

On April 25, 2008, we filed a shelf registration statement with the Securities and Exchange Commission, under which we may from
time to time sell debt securities and/or warrants to purchase debt securities over a three year period.

In March 2009, we entered into a Euro Medium Term Note Program under which we may from time to time issue unsecured notes.
Under this program, we issued Euro 2.0 billion (approximately $2.6 billion) of notes in March 2009. The Euro notes bear the
following terms:

» Euro 1.25 billion total principal due March 2012 at a fixed interest rate of 4.250%.
» Euro 750 million total principal due March 2016 at a fixed interest rate of 5.750%.
In March 2009, we also issued CHF 500 million (approximately $431 million) of 3.250% bonds, due in March 2013.

Guarantees — As discussed in Note 11. Contingencies to our condensed consolidated financial statements, at September 30, 2009, our
third-party guarantees, which are primarily related to excise taxes, were $49 million, of which $45 million have no specified
expiration dates. The remainder ($4 million) expire through 2013, with no guarantees expiring through September 30, 2010. We are
required to perform under these guarantees in the event that a third party fails to make contractual payments. We do not have a
liability on our condensed consolidated balance sheet at September 30, 2009, as the fair value of these guarantees is insignificant due
to the fact that the probability of future payment under these guarantees is remote.

Under the terms of the Distribution Agreement between Altria and us, liabilities concerning tobacco products will be allocated based
in substantial part on the manufacturer. We will indemnify Altria and PM USA for liabilities related to tobacco products
manufactured by us or contract manufactured for us by PM USA, and PM USA will indemnify us for liabilities related to tobacco
products manufactured by PM USA, excluding tobacco products contract manufactured for us. We do not have a liability recorded on
our balance sheet at September 30, 2009, as the fair value of this indemnification is insignificant since the probability of future
payments under this indemnification is remote.
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At September 30, 2009, we are also contingently liable for $3.6 billion of guarantees related to our own performance, consisting of
the following:

* $3.1 billion of guarantees of excise tax and import duties related primarily to the shipment of our products. In these
agreements, a financial institution provides a guarantee of tax payments to the respective government agency. We then issue
guarantees to the respective financial institution for the payment of the taxes. These are revolving facilities that are integral to
the shipment of our products, and the underlying taxes payable are recorded on our condensed consolidated balance sheet.

* $0.5 billion of other guarantees, consisting principally of guarantees of tax payments directly granted to respective
government agencies and of guarantees of lines of credit for certain of our subsidiaries.

Although these guarantees of our own performance are frequently short-term in nature, they are expected to be replaced, upon
expiration, with similar guarantees of similar amounts. These items have not had, and are not expected to have, a significant impact
on our liquidity.

Equity and Dividends

As discussed in Note 1. Basis of Presentation and Separation from Altria Group, Inc., on March 28, 2008, Altria distributed all of its
interest in our company to Altria stockholders of record as of the close of business on March 19, 2008 in a tax-free transaction
pursuant to Section 355 of the U.S. Internal Revenue Code. The distribution resulted in a net increase to our stockholders’ equity of
$449 million during March 2008, reflecting payments to us for stock-based compensation under the terms of the Employee Matters
Agreement with Altria.

As discussed in Note 4. Stock Plans, during the nine months ended September 30, 2009, we granted 3.8 million shares of restricted
stock and deferred stock awards at a weighted-average grant date fair value of $36.93. The restricted stock and deferred stock awards
will not vest until the completion of the original restriction period, which is typically three years from the date of the original grant.

On May 1, 2008, we began a $13.0 billion two-year share repurchase program. Since May 2008, we have repurchased 209.6 million
shares of our common stock at a cost of $9.6 billion. During the first nine months of 2009, we repurchased 102.9 million shares of our
common stock at a cost of $4.2 billion. During the third quarter of 2009, we repurchased 31.5 million shares of our common stock at a
cost of $1.5 billion.

Dividends paid to public stockholders in the first nine months of 2009 were $3.2 billion. During the third quarter of 2009, our Board
of Directors approved a 7.4% increase in the quarterly dividend to $0.58 per common share. As a result, the present annualized
dividend rate is $2.32 per common share.

Market Risk

Counterparty Risk — We predominantly work with financial institutions with strong short and long-term credit ratings as assigned by
Standard & Poor’s and Moody’s. These banks are also part of a defined group of relationship banks. Non-investment grade
institutions are only used in certain emerging markets to the extent required by local business. We have a conservative approach when
it comes to choosing financial counterparties and financial instruments. As such we do not invest or hold investments in any
structured or equity-linked products. The majority of our cash and cash equivalents are currently invested in bank deposits maturing
within less than 30 days.

We continuously monitor and assess the credit worthiness of all our counterparties.

Derivative Financial Instruments — We operate in markets outside of the United States, with manufacturing and sales facilities in
various locations throughout the world. Consequently, we use certain financial instruments to manage our foreign currency exposure.
We use derivative financial instruments principally to reduce our exposure to market risks resulting from fluctuations in foreign
exchange rates by creating offsetting exposures. We are not a party to leveraged derivatives and, by policy, do not use derivative
financial instruments for speculative purposes.
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See Note 7. Financial Instruments and Note 14. Fair Value Measurements to our condensed consolidated financial statements for
further details on our derivative financial instruments.

New Accounting Requirements

See Note 9. Earnings Per Share and Note 18. New Accounting Standards to our condensed consolidated financial statements for a
discussion of new accounting requirements.

Contingencies
See Note 11. Contingencies to the condensed consolidated financial statements for a discussion of contingencies.
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Cautionary Factors That May Affect Future Results

Forward-Looking and Cautionary Statements

We may from time to time make written or oral forward-looking statements, including statements contained in filings with the SEC,
in reports to stockholders and in press releases and investor webcasts. You can identify these forward-looking statements by use of
words such as “strategy,” “expects,” “continues,” “plans,” “anticipates,” “believes,” “will,” “estimates,” “intends,” “projects,”
“goals,” “targets” and other words of similar meaning. You can also identify them by the fact that they do not relate strictly to

historical or current facts.

9 <« ELINY3 9 <« 9 ¢ 9 ¢

We cannot guarantee that any forward-looking statement will be realized, although we believe we have been prudent in our plans and
assumptions. Achievement of future results is subject to 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 those
anticipated, estimated or projected. Investors should bear this in mind as they consider forward-looking statements and whether to
invest in or remain invested in our securities. In connection with the “safe harbor” provisions of the Private Securities Litigation
Reform Act of 1995, we are identifying important factors that, individually or in the aggregate, could cause actual results and
outcomes to differ materially from those contained in any forward-looking statements made by us; any such statement is qualified by
reference to the following cautionary statements. We elaborate on these and other risks we face throughout this document, particularly
in the “Business Environment” section preceding our discussion of operating results of our business. You should understand that it is
not possible to predict or identify all risk factors. Consequently, you should not consider the following to be a complete discussion of
all potential risks or uncertainties. We do not undertake to update any forward-looking statement that we may make from time to time
except in the normal course of our public disclosure obligations.

Risks Related to Our Business and Industry

Cigarettes are subject to substantial taxes. Significant increases in cigarette-related taxes have been proposed or enacted and are likely
to continue to be proposed or enacted in numerous jurisdictions. These tax increases may affect our profitability disproportionately

and make us less competitive versus certain of our competitors.

Tax regimes, including excise taxes, sales taxes and import duties, can disproportionately affect the retail price of manufactured
cigarettes versus other tobacco products, or disproportionately affect the relative retail price of our manufactured cigarette brands
versus cigarette brands manufactured by certain of our competitors. Because our portfolio is weighted toward the premium price
manufactured cigarette category, tax regimes based on sales price can place us at a competitive disadvantage in certain markets. As a
result, our volume and profitability may be adversely affected in these markets.

Increases in cigarette taxes are expected to continue to have an adverse impact on our sales of cigarettes, due to resulting lower
consumption levels, a shift in sales from manufactured cigarettes to other tobacco products and from the premium price to the mid-
price or low-price cigarette categories where we may be under-represented, from local sales to legal cross-border purchases of lower
price products or to illicit products such as contraband and counterfeit.

The European Commission is seeking to alter minimum retail selling price systems.

Several EU Member States have enacted laws establishing a minimum retail selling price for cigarettes and, in some cases, other
tobacco products. The European Commission has commenced proceedings against these Member States in the European Court of
Justice, claiming that minimum retail selling price systems infringe EU law. The Advocate General of the Court of Justice issued an
advisory opinion related to these proceedings, agreeing with the position of the European Commission. If the European Commission’s
infringement actions are successful, they could adversely impact excise tax levels and/or price gaps in those markets.

Our business faces significant governmental action aimed at increasing regulatory requirements with the goal of preventing the use of
tobacco products.

Governmental actions, combined with the diminishing social acceptance of smoking and private actions to restrict smoking, have
resulted in reduced industry volume in many of our markets, and we expect that such actions will continue to reduce consumption
levels. Significant regulatory developments will take place over the next few years
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in most of our markets, driven principally by the World Health Organization’s Framework Convention on Tobacco Control
(“FCTC”). The FCTC is the first international public health treaty on tobacco, and its objective is to establish a global agenda for
tobacco regulation with the purpose of reducing initiation of tobacco use and encouraging cessation. In addition, the FCTC has led to
increased efforts by tobacco control advocates and public health organizations to reduce the palatability and appeal of tobacco
products to adult smokers. Regulatory initiatives that have been proposed, introduced or enacted include:

. the levying of substantial and increasing tax and duty charges;

. restrictions or bans on advertising, marketing and sponsorship;

. the display of larger health warnings, graphic health warnings and other labeling requirements;

. restrictions on packaging design, including the use of colors and generic packaging;

. restrictions or bans on the display of tobacco product packaging at the point of sale, and restrictions or bans on

cigarette vending machines;

. requirements regarding testing, disclosure and performance standards for tar, nicotine, carbon monoxide and other
smoke constituents;

. requirements regarding testing, disclosure and use of tobacco product ingredients;

. increased restrictions on smoking in public and work places and, in some instances, in private places and outdoors;
o elimination of duty free allowances for travelers; and

. encouraging litigation against tobacco companies.

Partly because of some or a combination of these measures, unit sales of tobacco products in certain markets, principally Western
Europe and Japan, have been in general decline and we expect this trend to continue. Our operating income could be significantly
affected by any significant decrease in demand for our products, any significant increase in the cost of complying with new regulatory
requirements and requirements that lead to a commoditization of tobacco products.

Litigation related to cigarette smoking and exposure to ETS could substantially reduce our profitability and could severely impair our
liquidity.

There is litigation related to tobacco products pending in certain jurisdictions. Damages claimed in some of the tobacco-related
litigation are significant and, in certain cases in Brazil, Israel, Nigeria and Canada, range into the billions of dollars. We anticipate
that new cases will continue to be filed. The FCTC encourages litigation against tobacco product manufacturers. It is possible that our
consolidated results of operations, cash flows or financial position could be materially affected in a particular fiscal quarter or fiscal
year by an unfavorable outcome or settlement of certain pending litigation. Please see Note 11. Contingencies to our consolidated
financial statements for a discussion of tobacco-related litigation.

We face intense competition and our failure to compete effectively could have a material adverse effect on our profitability and
results of operations.

We compete primarily on the basis of product quality, brand recognition, brand loyalty, service, marketing, advertising and price. We
are subject to highly competitive conditions in all aspects of our business. The competitive environment and our competitive position
can be significantly influenced by weak economic conditions, erosion of consumer confidence, competitors’ introduction of low-price
products or innovative products, higher cigarette taxes, higher absolute prices and larger gaps between price categories, and product
regulation that diminishes the ability to differentiate tobacco products. Competitors include three large international tobacco
companies and several regional and local tobacco companies and, in some instances, government-owned tobacco enterprises,
principally in China, Egypt, Thailand, Taiwan, Vietnam and Algeria. Industry consolidation and privatizations of governmental
enterprises
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have led to an overall increase in competitive pressures. Some competitors have different profit and volume objectives and some
international competitors are less susceptible to changes in currency exchange rates.

Because we have operations in numerous countries, our results may be influenced by economic, regulatory and political
developments in many countries.

Some of the countries in which we operate face the threat of civil unrest and can be subject to regime changes. In others,
nationalization, terrorism, conflict and the threat of war may have a significant impact on the business environment. Economic,
political, regulatory or other developments could disrupt our supply chain or our distribution capabilities. In addition, such
developments could lead to loss of property or equipment that are critical to our business in certain markets and difficulty in staffing
and managing our operations, which could reduce our volumes, revenues and net earnings. In certain markets, we are dependent on
governmental approvals of various actions such as price changes.

In addition, despite our high ethical standards and rigorous control and compliance procedures aimed at preventing and detecting
unlawful conduct, given the breadth and scope of our international operations, we may not be able to detect all potential improper or
unlawful conduct by our international partners and employees.

We may be unable to anticipate changes in consumer preferences or to respond to consumer behavior influenced by economic
downturns.

Our tobacco business is subject to changes in consumer preferences, which may be influenced by local economic conditions. To be
successful, we must:

. promote brand equity successfully;

. anticipate and respond to new consumer trends;

. develop new products and markets and broaden brand portfolios;
. improve productivity; and

. be able to protect or enhance margins through price increases.

In periods of economic uncertainty, consumers may tend to purchase lower price brands, and the volume of our premium price, high-
price and mid-price brands and our profitability could suffer accordingly.

We lose revenue as a result of counterfeiting, contraband and cross-border purchases.

Large quantities of counterfeit cigarettes are sold in the international market. We believe that Marlboro is the most heavily
counterfeited international cigarette brand, although we cannot quantify the amount of revenue we lose as a result of this activity. In
addition, our revenues are reduced by contraband and legal cross-border purchases.

From time to time, we are subject to governmental investigations on a range of matters.

Investigations include allegations of contraband shipments of cigarettes, allegations of unlawful pricing activities within certain
markets, allegations of underpayment of custom duties and/or excise taxes, and allegations of false and misleading usage of
descriptors such as “lights” and “ultra lights.” We cannot predict the outcome of those investigations or whether additional
investigations may be commenced, and it is possible that our business could be materially affected by an unfavorable outcome of
pending or future investigations. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Operating Results by Business Segment—Business Environment—Governmental Investigations” for a description of governmental
investigations to which we are subject.
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We may be unsuccessful in our attempts to produce cigarettes with the potential to reduce the risk of smoking-related diseases.

We continue to seek ways to develop commercially viable new product technologies that may reduce the risk of smoking. Our goal is
to develop products whose potential for risk reduction can be substantiated and meet adult smokers’ taste expectations. We may not
succeed in these efforts. If we do not succeed, but one or more of our competitors do, we may be at a competitive disadvantage.
Further, we cannot predict whether regulators will permit the marketing of tobacco products with claims of reduced risk to
consumers, which could significantly undermine the commercial viability of these products.

Our reported results could be adversely affected by currency exchange rates, and currency devaluations could impair our
competitiveness.

We conduct our business primarily in local currency and, for purposes of financial reporting, the local currency results are translated
into U.S. dollars based on average exchange rates prevailing during a reporting period. During times of a strengthening U.S. dollar,
our reported net revenues and operating income will be reduced because the local currency will translate into fewer U.S. dollars.
During periods of local economic crises, foreign currencies may be devalued significantly against the U.S. dollar, reducing our
margins. Actions to recover margins may result in lower volume and a weaker competitive position.

The repatriation of our foreign earnings, changes in the earnings mix and changes in U.S. tax laws may increase our effective tax rate.

Because we are a U.S. holding company, our most significant source of funds will be distributions from our non-U.S. subsidiaries.
Under current U.S. tax law, in general we do not pay U.S. taxes on our foreign earnings until they are repatriated to the U.S. as
distributions from our non-U.S. subsidiaries. These distributions may result in a residual U.S. tax cost. It may be advantageous to us
in certain circumstances to significantly increase the amount of such distributions, which could result in a material increase in our
overall effective tax rate. Additionally, the Obama Administration has indicated that it favors changes in U.S. tax law which would
fundamentally change how our earnings are taxed in the U.S. If enacted and depending upon its precise terms, such legislation could
increase our overall effective tax rate.

Our ability to grow may be limited by our inability to introduce new products, enter new markets or to improve our margins through
higher pricing and improvements in our brand and geographic mix.

Our profitability may suffer if we are unable to introduce new products or enter new markets successfully, to raise prices or maintain
an acceptable proportion of our sales of higher margin products and sales in higher margin geographies.

We may be unable to expand our portfolio through successful acquisitions.

One element of our growth strategy is to strengthen our brand portfolio and market positions through selective acquisitions.
Acquisition opportunities are limited and acquisitions present risks of failing to achieve efficient and effective integration, strategic
objectives and anticipated revenue improvements and cost savings. There is no assurance that we will be able to acquire attractive
businesses on favorable terms or that future acquisitions will be accretive to earnings.

Government mandated prices. production control programs, shifts in crops driven by economic conditions and adverse weather
patterns may increase the cost or reduce the quality of the tobacco and other agricultural products used to manufacture our products.

As with other agricultural commodities, the price of tobacco leaf and cloves can be influenced by imbalances in supply and demand
and crop quality can be influenced by variations in weather patterns. Tobacco production in certain countries is subject to a variety of
controls, including government mandated prices and production control programs. Changes in the patterns of demand for agricultural
products could cause farmers to plant less tobacco. Any significant change in tobacco leaf and clove prices, quality and quantity could
affect our profitability and our business.
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Our ability to implement our strategy of attracting and retaining the best global talent may be impaired by the decreasing social
acceptance of cigarette smoking.

The tobacco industry competes for talent with consumer products and other companies that enjoy greater societal acceptance. As a
result, we may be unable to attract and retain the best global talent.

We could incur significant indemnity obligations if our action or failure to act causes the Spin-off to be taxable.

Under the tax sharing agreement between Altria and us, we have agreed to indemnify Altria and its affiliates if we take, or fail to take,
any action where such action, or failure to act, precludes the Spin-off from qualifying as a tax-free transaction. For a discussion of
these restrictions, please see ‘“The Distribution—U.S. Federal Income Tax Consequences of the Distribution,” which is included in
our Registration Statement on Form 10.

Your percentage ownership of our common shares may be diluted by future acquisitions.

To the extent we issue new shares of common stock to fund acquisitions, your percentage ownership of our shares will be diluted.
There is no assurance that the effect of this dilution will be offset by accretive earnings from the acquisition.
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Item 4. Controls and Procedures.

PMI carried out an evaluation, with the participation of PMI’s management, including PMI’s Chief Executive Officer and Chief
Financial Officer, of the effectiveness of PMI’s disclosure controls and procedures (as defined in Rule 13a-15(e) under the Securities
Exchange Act of 1934, as amended) as of the end of the period covered by this report. Based upon that evaluation, PMI’s Chief
Executive Officer and Chief Financial Officer concluded that PMI’s disclosure controls and procedures are effective. There have been
no changes in PMI’s internal control over financial reporting during the most recent fiscal quarter that have materially affected, or are
reasonably likely to materially affect, PMI’s internal control over financial reporting.

-75-



Part IT - OTHER INFORMATION
Item 1. Legal Proceedings.

See Note 11. Contingencies of the Notes to the Condensed Consolidated Financial Statements included in Part I — Item 1 of this report
for a discussion of legal proceedings pending against Philip Morris International Inc. and its subsidiaries.

Item 1A. Risk Factors.

Information regarding Risk Factors appears in “MD&A — Cautionary Factors That May Affect Future Results,” in Part I — Item 2 of
this Form 10-Q and in Part I — Item 1A. Risk Factors of our Report on Form 10-K for the year ended December 31, 2008. There have
been no material changes to the risk factors disclosed in our Annual Report on Form 10-K.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

Our share repurchase activity for each of the three months in the quarter ended September 30, 2009 was as follows:

Period

July 1, 2009 —
July 31, 2009 (1)

August 1, 2009 —
August 31, 2009 (1)

September 1, 2009 —
September 30, 2009 (1)

Pursuant to Publicly
Announced Plans
or Programs

July 1, 2009 —
July 31, 2009 (3)

August 1, 2009 —
August 31, 2009 (3)

September 1, 2009 —
September 30, 2009 (3)

For the Quarter Ended
September 30, 2009

Total Number
of Shares
Repurchased

7,548,696

12,496,504

11,459,917

31,505,117

249

2,380

31,507,746

Average
Price Paid
Per Share
$ 4528
$  46.50
$ 47.49
$ 46.57
$ 4328
$ 48.38
$ 46.57

Total Number of
Shares Purchased as
Part of Publicly
Announced Plans or
Programs (2)

185,674,308

198,170,812

209,630,729

Approximate Dollar
Value of Shares that

May Yet be Purchased
Under the Plans or
Programs
$ 4,522,522,034
$ 3,941,480,166
$ 3,397,224,541

(1) OnJanuary 30, 2008, we adopted and announced a $13.0 billion two-year share repurchase program that began on May 1, 2008.

These share repurchases have been made pursuant to this program.

(2) Aggregate number of shares repurchased under the share repurchase program as of the end of the period presented.
(3) Shares repurchased represent shares tendered to us by employees who vested in restricted and deferred stock awards, or
exercised stock options, and used shares to pay all, or a portion of, the related taxes and/or option exercise price.

-77-



Item 6.

Exhibits.

10.1

10.2

12
31.1

31.2

32.1

32.2

101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

Philip Morris International Inc. Form of Indemnification Agreement with Directors and
Executive Officers (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-
K filed September 18, 2009).

Amendment and Termination Agreement dated as of September 8, 2009 to the Credit
Agreement dated May 12, 2005 by and among Philip Morris International Inc., the Lenders
party thereto and Citibank International plc, as facility agent and swingline agent.

Statement regarding computation of ratios of earnings to fixed charges.

Certification of Chief Executive Officer pursuant to Rule 13a-14(a)/15d-14(a) of the Securities
Exchange Act of 1934, as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.

Certification of Chief Financial Officer pursuant to Rule 13a-14(a)/15d-14(a) of the Securities
Exchange Act of 1934, as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.

Certification of Chief Executive Officer pursuant to 18 U.S.C. 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuant to 18 U.S.C. 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

XBRL Instance Document.

XBRL Taxonomy Extension Schema.

XBRL Taxonomy Extension Calculation Linkbase.
XBRL Taxonomy Extension Definition Linkbase.
XBRL Taxonomy Extension Label Linkbase.

XBRL Taxonomy Extension Presentation Linkbase.
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Signature

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on
its behalf by the undersigned thereunto duly authorized.

PHILIP MORRIS INTERNATIONAL INC.

/st HERMANN WALDEMER

Hermann Waldemer
Chief Financial Officer

November 6, 2009
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AMENDMENT AND TERMINATION AGREEMENT

among

Philip Morris International Inc.,

the Required Lenders
(as defined herein)

Dr. Michael C. Frege
in his capacity as insolvency administrator over the assets of
Lehman Brothers Bankhaus AG i. Ins.

and

Citibank International plc

Amending a Credit Agreement dated as of May 12, 2005 relating to a
EUR 2,000,000,000
5-Year Revolving Credit Facility
(including a EUR 1,000,000,000 swingline option) and a
EUR 2,500,000,000 3-year Term Loan Facility Agreement

Exhibit 10.2



THIS AMENDMENT AND TERMINATION AGREEMENT (this “Amendment and Termination Agreement”) is made on
8 September 2009 among:

1.

Dr. Michael C. Frege in his capacity as insolvency administrator over the assets of Lehman Brothers Bankhaus AG i. Ins. (“Dr.
Frege”);

Philip Morris International Inc. (“PMI”);
Citibank International plc (the “Agent”); and

the Revolving Credit Lenders holding at least 50.1% of the aggregate Revolving Credit Commitments (collectively, the
“Required Lenders”) under the Credit Agreement (as defined below).

Dr. Frege, PMI, the Agent and the Required Lenders together shall be referred to in this Amendment and Termination Agreement as
the “Parties” and each individually as a “Party”.

WHEREAS:

A.

Under the Credit Agreement relating to a revolving credit facility (including a swingline option) of EUR 2,000,000,000 and a
term loan facility of EUR 2,500,000,000 dated 12 May 2005 as amended, varied, supplemented, increased or extended from
time to time among, inter alios, Lehman Brothers Bankhaus AG, London Branch (“LBB”) as one of the Lenders, PMI, the
Required Lenders and the Agent (the “Credit Agreement”), LBB originally held an unfunded Revolving Credit Commitment of
EUR 75,555,556 and currently holds an unfunded Revolving Credit Commitment in the amount of EUR 55,555,556 after having
assigned an unfunded commitment of EUR 20,000,000 to Danske Bank A/S.

On 13 November 2008 insolvency proceedings over the assets of LBB were opened. Given LBB’s insolvency, the Parties wish
to release LBB from its obligations under the Credit Agreement and to make certain amendments and waivers to the Credit
Agreement pursuant to Section 9.1 thereof to effect the non-pro rata termination of the Revolving Credit Commitment of LBB.

NOW, IT IS HEREBY AGREED AS FOLLOWS:

1.

TERMINATION

With effect from and after the Termination Effective Date, (i) PMI and each other party hereto hereby releases LBB from any
and all of its obligations as a Lender under the Credit Agreement or any related documents (including without limitation any
obligation to participate in or to fund any amounts or extend any credit or participate in any set-off from or after the Termination
Effective Date) and (ii) without limiting the foregoing, LBB will cease to be a party to the Credit Agreement and



any related documents (iii) the Revolving Credit Commitment of LBB under the Credit Agreement shall be irrevocably
terminated in whole on a non-pro rata basis (the “LBB Revolving Commitment Termination”) and (iv) LBB will therefore
not have any further obligation thereunder including without limitation any further obligation to fund any amounts or extend any
credit under the Credit Agreement.

AMENDMENTS TO THE CREDIT AGREEMENT AND RELEASE

(a) In order to reflect the LBB Revolving Commitment Termination as of the Termination Effective Date, all references to
“Lehman Brothers Bankhaus AG, London Branch” contained in the Credit Agreement with respect to the LBB Revolving
Commitment and in Schedule 4 thereto shall be deleted in their entirety.

As of the Termination Effective Date, the total amount of the Revolving Credit Commitment will reduce from EUR
2,000,000,000 to EUR 1,944,444,444 and SCHEDULE 4 shall be replaced by the new SCHEDULE 4 attached hereto.

(b) As of the Termination Effective Date, LBB shall no longer have any rights or obligations under or in connection with the
Credit Agreement or any related documents. Accordingly, as of the Termination Effective Date none of the Parties will
have any claims, demands, causes of action and the like, of any and every kind and character against LBB under or in
connection with the Credit Agreement or any related documents (including any claim for repayment of commitment fees
that have already been paid), in particular. none of the Parties will have any claims against LBB under or in connection
with the Credit Agreement or any related documents on which they could base any right of set-off, recoupment.
indemnification or claims for damages.

FEES

Fees paid to LBB under or in connection with the Credit Agreement or any related document up to and including the
Termination Effective Date shall not be subject to any rebate or refund.

MISCELLANEOUS
a) Definitions

The terms defined in the Credit Agreement shall have the same meaning in this Amendment and Termination Agreement unless
they are given a different meaning herein.



b)  Governing law and jurisdiction

The provisions of Section 9.9 (Governing Law) and Section 9.11 (Jurisdiction, Etc.) of the Credit Agreement shall be
incorporated into this Amendment and Termination Agreement as if set out in full in this Amendment and Termination
Agreement.

¢) Amendments

Any changes and amendments to this Amendment and Termination Agreement (including this Section 4c) must be in writing to
be valid.

d) Conflicts

In connection with the LBB Revolving Commitment Termination, any provision of the Credit Agreement that may be read to
conflict with such termination is hereby waived, in each case solely in relation to the Revolving Credit Commitment of LBB,
including, without limitation, compliance with Section 2.13(a) of the Credit Agreement (Termination or Reduction of the
Commitments).

e) Effectiveness

In accordance with Section 9.1 of the Credit Agreement, this Amendment and Termination Agreement shall become effective on
the date (the “Termination Effective Date”’) upon which the Agent has received either (i) counterparts of this Amendment and
Termination Agreement signed on behalf of PMI, by Dr. Frege and the Required Lenders or (ii) written evidence satisfactory to
the Agent (which may include a telecopy transmission of an executed signature page of this Amendment and Termination
Agreement) that such parties have signed counterparts of this Amendment and Termination Agreement.

(f) Continuing obligations of remaining Lenders

aa) On and after the Termination Effective Date, the Credit Agreement shall be, and be deemed to be, modified and
amended in accordance herewith and the respective rights, limitations, obligations, duties, liabilities and immunities
of PMI, the Lenders and the Agent shall hereafter be determined, exercised and enforced subject in all respects to
such modifications and amendments, and all the terms and conditions of this Amendment and Termination
Agreement shall be deemed to be part of the terms and conditions of the Credit Agreement



for any and all purposes and shall be binding on each party to the Credit Agreement. Except as expressly modified
and expressly amended by this Amendment and Termination Agreement, the Credit Agreement is in all respects
ratified and confirmed, and all the terms, provisions and conditions thereof shall be and remain in full force and
effect, including, without limitation, the Revolving Credit Commitments of all Revolving Credit Lenders other than
LBB.

bb)  On and after the Termination Effective Date, the Credit Agreement, each reference in the Credit Agreement to “this
Agreement”, “hereunder”, “hereof” or words with a similar purpose shall, unless the context otherwise requires,
mean and be a reference to the Credit Agreement as amended by this Amendment and Termination Agreement.

(g) Execution in counterparts:

This Amendment and Termination Agreement may be executed in any number of counterparts and by different parties hereto in
separate counterparts, each of which when so executed shall be deemed to be an original and all of which taken together shall
constitute one and the same agreement. Delivery of an executed counterpart of a signature page to this Amendment and
Termination Agreement by telecopy or other electronic transmission shall be effective as delivery of a manually executed
counterpart of this Amendment and Termination Agreement.

THE REMAINDER OF THIS PAGE IS DELIBERATELY LEFT BLANK

[Signature pages intentionally omitted.]



PHILIP MORRIS INTERNATIONAL INC. AND SUBSIDIARIES
Computation of Ratios of Earnings to Fixed Charges

(in millions of dollars)

Earnings before income taxes

Add (deduct):

Equity in net loss of less than 50% owned affiliates
Dividends from less than 50% owned affiliates
Fixed charges

Interest capitalized, net of amortization

Earnings available for fixed charges

Fixed charges:
Interest incurred
Portion of rent expense deemed to represent interest factor

Fixed charges

Ratio of earnings to fixed charges

Exhibit 12

Nine Months
Ended
September 30, 2009
$ 7,027

4

723

2

$ 7,756
$ 666
57

$ 723
10.7

Three Months
Ended
September 30, 2009
$ 2,629

2

281

1

$ 2,913
$ 262
19

$ 281
10.4




PHILIP MORRIS INTERNATIONAL INC. AND SUBSIDIARIES

Earnings before income taxes

Add (deduct):

Equity in net loss (earnings) of less
than 50% owned affiliates

Dividends from less than 50%
owned affiliates

Fixed charges

Interest capitalized, net of
amortization

Earnings available for fixed charges

Fixed charges:
Interest incurred

Portion of rent expense deemed to
represent interest factor

Fixed charges

Ratio of earnings to fixed charges

Computation of Ratios of Earnings to Fixed Charges
(in millions of dollars)

For the Years Ended December 31,
2008 2007 2006 2005 2004
$ 9,937 $8,884  $8,208 $7,636  $6,505

64 (100) (163) (176) (111)

12 100 154 127 92
618 359 446 407 254

at) ®) “) az) &)
$10,620  $9,235 $8,641  $7,982  $6,735

$§ 543 $ 280 $ 378 $ 340 § 198

75 79 68 67 56
$ 618 $ 359 $ 446 $ 407 $§ 254

17.2 25.7 19.4 19.6 26.5




Exhibit 31.1

Certifications

I, Louis C. Camilleri, certify that:

1.

2.

5.

I have reviewed this quarterly report on Form 10-Q of Philip Morris International Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a)

(b)

(©)

(d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, 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;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

(a)

(b)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: November 6, 2009

/s/ LOUIS C. CAMILLERI
Louis C. Camilleri
Chairman and Chief Executive Officer



Exhibit 31.2

Certifications

I, Hermann Waldemer, certify that:

1.

2.

5.

I have reviewed this quarterly report on Form 10-Q of Philip Morris International Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a)

(b)

(©)

(d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, 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;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

(a)

(b)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: November 6, 2009

/s’ HERMANN WALDEMER
Hermann Waldemer
Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Philip Morris International Inc. (the “Company”) on Form 10-Q for the period ended
September 30, 2009 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Louis C. Camilleri,
Chairman and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

/s/ 1L.OUIS C. CAMILLERI
Louis C. Camilleri
Chairman and Chief
Executive Officer
November 6, 2009

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has
been provided to Philip Morris International Inc. and will be retained by Philip Morris International Inc. and furnished to the
Securities and Exchange Commission or its staff upon request.
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Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Philip Morris International Inc. (the “Company”) on Form 10-Q for the period ended
September 30, 2009 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Hermann Waldemer,
Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley
Act of 2002, that:

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

/st HERMANN WAIDEMER
Hermann Waldemer

Chief Financial Officer
November 6, 2009

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has
been provided to Philip Morris International Inc. and will be retained by Philip Morris International Inc. and furnished to the
Securities and Exchange Commission or its staff upon request.
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