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Aboutthecover: = TS
Philip Morris markets over 3,000 products to
millions of consumers around the world.
Germany is oiir largest and most profitable
European market; in this photograph, store
windows in reunified Berlin display some of
our cigarettes, coffees, cheeses, dressings,

————sandchocolates.: .- L.
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' FinaI'ICial Highlights (in millions of dollars, except per share data)
k.~ e

1990 1989 1988 1987 1986
Operéting revenues $51,169  $44,080  $31,273 $27650  $25,542
Net earnings 3,540 2,946 2,337 1,842 1,478
Net earnings per share 3.83 3.18 2.51 1.94 1.55
Dividends declared per share 1.55 1.25 1.01 .79 .62
Percent Increase Over Prior Year
Operating revenues 16.1% 41.0% 13.1% 8.3% 58.1%

Net earnings

20.2% 26.1% 26.9% 24.7% 17.7%

Net earnings per share

20.4% 26.7% 20.4% . 25.0% 18.3%

Dividends declared per share

24.0% 23.8% 28.6% 27.3% 23.8%

Operating Revenues

Domestic tobacco

$10,370  $ 9474 $8491 $ 7640 $ 7053

International tobacco

10,720 8,375 8,085 7,004 5,638

Food 26,085 22,373 10,898 9,481 9,372
Beer 3,534 3,342 3,177 3,037 3,005
Financial services and real estate 460 516 622 488 474
Total operating revenues $51,169  $44,080  $31,273 $27,650  $25,542
Operating Companies Income
Domestic tobacco $ 4206 §$3606 $3,087 $2715 $ 2366
International tobacco 1,394 1,007 774 582 492
Food 2,648 2,138 849 773 741
Beer 285 226 190 170 154
Financial services and real estate 197 173 163 68 32
Other - — - 20 (10)
Operating companies income 8,730 7,150 5,063 4,328 3,775
Gain on sale of Rothmans International p.l.c. — 455 - — —
Restructurings of food operations - (179) (348) (71) —

Amortization of goodwill

(448) (385) (125) (105) (112)

Unallocated corporate expenses

(336) (252) (193) (162) (126)

Interest and other debt expense, net (1,635) (1,731) (670) (646) (772)
Earnings before income taxes $ 6311 §$5058 $3727 $3344 $ 2,765
Compounded Average Annual Growth Rate 1990-1985 1990-1980 1990-1975
Operating revenues 25.9% 17.9% 19.3%
Net earnings 23.0% 20.5% 20.6%
Net earnings per share 23.9% 21.4% 20.6%

Certain prior years' amounts have been reclassified to conform with the current
year’s presentation.

See Note 2 of the notes to consolidated financial statements regarding the
acquisition of Jacobs Suchard AG in 1990 and Kraft, Inc. in 1988. Consolidated
results of the company include the operating results of these companies since
their acquisition. )

See Note 3 of the notes to consolidated financial statements regarding 1989
and 1988 restructuring charges of food operations and the 1989 sale of the
company’s equity investment in Rothmans International p.1.c.

See Note 10 of the notes to consolidated financial statements regarding the
company’s 1988 adoption of the method of accounting for income taxes prescribed
by Statement of Financial Accounting Standards No. 96.

In 1986, operating companies income for financial services and real estate was
reduced by $71 million resuiting from the effects of the Tax Reform Act of 1986 and
certain related leveraged lease renegotiations.
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‘Dear Stockholder:

Your company is continuing its solid growth in a rapidly and radically changing world.

Political and economic developments are creating new opportunities for us. The borderless Euro-
pean Community planned for 1992, together with Eastern European countries now experimenting
with free market systems, will constitute a larger market than North America.

We are well positioned to prosper from these changes. We have had a major international tobacco
presence for more than 20 years. We have been the largest cigarette company in Europe since 1983,
and in 1990 we widened our lead.

We took an important step to strengthen our competitiveness in European food markets by acquir-
ing Jacobs Suchard AG, a Swiss-based coffee and confectionery company. This $4.1 billion purchase
makes us the third-largest food company in Europe, and brings us brands and distribution channels
in countries where we needed to broaden our business.

The consolidation of European markets is not the only key to our growth.

Although the cigarette market in the United States is declining slightly, we continue to gain volume
and share. Our business in Asian cigarette markets, particularly Japan, is building rapidly. And in
September 1990, we reached a major agreement to export cigarettes to the Russian Republic, the
largest republic in the world’s third-largest cigarette market—the Soviet Union. Both developments
add impetus to the continued expansion of our international tobacco operations.

We are devoting ever increasing resources to the building of our food businesses. By pooling the
research and talents of people in different parts of Kraft General Foods and applying them to a shared
challenge, we accelerated the introduction of fat free foods in seven categories this past year. We
have announced introductions in still more categories in 1991.

In 1990, we increased our dividend by 25.1%, to an annualized rate of $1.72 per share, marking the
23rd consecutive year of dividend increases. Through our stock repurchase program, we spent $221
million in 1990 to repurchase Philip Morris common stock, at an average price of $38.88 per share.

1990 Results
Consolidated operating revenues of $51.2 billion were 16.1% higher than in 1989. Our 1990 perfor-
mance includes operating results from Jacobs Suchard since its acquisition.
Our operatmg companies income grew 22.1% to $8.7 billion. Net earnings were $3.5 billion, up
20.2%, and net earnings per share reached
AR 63 83, 20.4% higher than in 1989.

I Our tobacco operations enjoyed continued
sales and profit growth. We sold one billion
more cigarettes in the United States in 1990 than
in 1989, while U.S. industry volume, based on
shipments, declined 1.8 billion units. Qutside the
United States, we sold 368.1 billion units, 15.5%
more than in 1989, bringing our tobacco factory
utilization rates around the world close to full
capacity.

At Kraft General Foods, volume grew by 6.5%
~ for the year. Excluding Jacobs Suchard, volumne

grew by 3.3%, while revenues and operating

companies income continued to grow strongly,

and operating margins also improved. [ncluding
« full year of 1990 Jacobs Suchard results on a pro forma basis, our food companies would have con-
ributed approximately 52% of our revenues and 31% of our operating companies income, while
‘mploying 66% of our work force.

Miller Brewing Company volume was up by 1.6 million barrels, or 3.8%, and operating companies
ncome advanced by 26%. Five years of steady growth, fueled by successful new product introduc-
ions, have helped Miller build its position as a major competitor in the consolidating beer industry.

“hilip Morris management visiting Masuo Fukujin, a Tokyo retailer.
.eft to right: Hamish Maxwell, Michiko Egawa (Philip Morris
apan), Michael Mites, William Murray, Nicolaas Kuijpers (Kraft
ieneral Foods International), Mr. Fukujin, and John Keenan.

fanagement and Board of Directors
1 April, Richard D. Parsons, Chairman and Chief Executive Officer of the Dime Savings Bank of
lew York, FSB, joined the Philip Morris Board of Directors.

Also in April, two members of your Board, Howard L. Clark and William P. Tavoulareas, retired in
ccordance with our policies. Each had served with distinction on the Board of the General Foods
orporation prior to its acquisition by Philip Morris in 1985. Their wisdom, experience, and insights
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have contributed great value to Philip Morris during their vears of service on your Board. Net Earnings
Billions of Dollars

Social and Legislative [ssues
We market more than 3,000 products to millions of consumers around the world. Our activities
involve us in a host of public policy issues in every country in which we do business.

Among all these social issues, the relationship between smoking and health is the most controver-
sial /We have acknowledged that smoking is a risk factor in the development of lung cancer and
certain other human diseases, because a statistical relationship exists between smoking and the
occurrence of those diseases. Accordingly, we insist that the decision to smoke, like many other life-
style decisions, should be made by informed adults. We believe that smokers around the world are
well aware of the potential risks associated with tobacco use, and have the knowledge necessary to
make an informed decision.

The U.S. cigarette industry is both mature and highly competitive. Outside the U.S., most ciga-
rettes are made and sold by government-owned enterprises; we are competing— for instance —
against the elected governments of Japan, ltaly, and France. Our competitors throughout the world
are just as eager to attract our custorners as we are to attract theirs. It is against this competitive
background that we engage in marketing programs designed to persuade existing smokers to use
our brands. We believe that such programs affect brand choices, but not the decision to smoke.

Many experts and studies —including those cited by the U.S. Surgeon General and the U.S. Environ-

mental Protection Agency—remain divided over the relationship between environmental tobacco 3:?2::‘:: Declared
smoke and human health. We favor policies which accommodate and, if necessary, segregate non- Doliars

smokers and smokers in the workplace and in confined public spaces. We do not believe that the
prohibition or unreasonable regulation of cigarette use in such places is justified, and we will, there-
fore, continue to oppose such proposals.

Cigarette product liability is the most publicized legal issue we face. By the end of 1990, the num-

ber of product liability cases pending against the U.S. cigarette industry dropped to 51, continuing a 125
decline from a peak of 151 in 1986. We view this trend as a positive development for both your com-
pany and the U.S. tobacco industry. ' _ 10
The Outlook : 75
Our goal is to be the world’s most successful consumer packaged products company. We will con- l ' s
2
8 87 88 83 90

1.75

150

tinue to judge that success not only against our own past performance but against that of our °
competitors. Moreover, we will measure success not merely in terms of income and volume growth
and in overall returns to our stockholders; we also aim to be the best in anticipating and providing
for the needs of our consumers and customers and in accepting and fulfilling our responsibilities to
the communities in which we live and work and to the environment in general.

No company can take these for granted. The war in the Persian Gulf, together with slowing eco-
nomic growth in many countries, added to the risks and uncertainties of doing business. Fortunately,
our products are consurner staples, and our businesses are relatively resilient.

. . . R . . Cash Flow Per Share

To improve our effectiveness in each of our core businesses, we will continue to expand and fill From Operating
in gaps while taking advantage of manufacturing, marketing, and distribution synergies. Acting on Activities
this strategy in 1990, we purchased a cigarette manufacturer from the former East German state; 7 Net Earnings Per Share
announced a marketing and manufacturing joint venture with the largest Hungarian coffee and con- Doltars
fectionery producer, BEV; and acquired majority ownership of Negroni S.p.A., a specialty meat 6
company in ltaly.

To assure consistency, quality, and availability of our brands, we are investing in our production 5
processes. In 1990, our capital expenditures set a new record of $1.4 billion. We anticipate that from
1991 to 1995 they will amount to another $9.0 billion. We are also addressing increasingly urgent 4
environmental concerns, even as we continue to find new ways of satisfying consumer desires for
convenience, nutrition, and variety. 3

Our greatest competitive assets are not manufacturing facilities or brand franchises, however, but
the talents, energies, and dedication of all our employees. We are only as strong as our employees are o2
ambitious for our businesses. We thank them for all their past contributions and we count on their -
continued efforts to help us realize our potential to be the best consumer packaged products =N |
company in the world.

G‘(&AM;\A/\ ‘Q/\Ac‘,;(wg/(/\ B & ®w

Hamish Maxwell
Chairman of the Board and Chief Executive Officer
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This is Philip Morris

=g . ' Volume and market share at Philip
Phlllp Mo"ls u's'A' Morris U.S.A. have grown in each of the
past 30 years, and Marlboro now
accounts for 26% of all cigarettes sold
in the United States. The company is
. expanding production capacity to han-

=_ dle increasing demand.
F Millions 1990 1989
.1
Operating
Marlhuro Revenues  $10,370  $9.474
y Operating
—_— Companies
Income $ 4,206 $3,606

Strong international brands, led by
Marlboro, Philip Morris, Merit, and
Parliament, combine with regional
favorites like Lark, Muratti, and Peter
Jackson to make us the world’s fastest-
growing international cigarette
company.

Millions 1990 1989
Operating

Revenues  $10,720 $3,375
Operating

Companies

Income $ 1,394 $1,007

Enjoying an outstanding year in 1990,

- General Foods USA has 30 leading
brands, including Maxwell House cof-

MARSHMALLOW fees, Post cereals, Entenmann’s bakery

A- products, Kool-Aid powdered bev-
BITSE,g erages, and Jell-O desserts.
Ao
] A
b VP
) Millions 1990 1989
X = Operating
-%LQMB"‘ : 3 @ Eal Revenues $ 5,078 $4,817
nin .
; Operating
Companies
income $ 629 $ 433

The Kraft name now appears on both
traditional and fat free cheese, mayon-
naise dressing, and salad dressings.
Other leading brands include Philadel-
phia Brand cream cheese and Cheez
Whiz pasteurized process cheese
spread.

Millions 1990 1989
Operating
Revenues $ 4,783 $4,415
Operating
Companies
income $ 842 $ 763

The acquisition of Jacobs Suchard
brings to KGF International such lead-
ing Jacobs coffees as Krénung and
Night & Day, together with chocolates
such as Milka, Toblerone, and Cote
d'Or. KGF International is now Europe’s
third-largest food company.

Millions 1990 1989
Operating

Revenues $ 6,061 $3,656
Operating

Companies

Income $ 672 $ 376

rerating companies income excludes Kraft General Foods, Inc.s headquarter items. .
aft General Foods International includes the operating results of Jacobs Suchard since acquisition.

0¥69950907



Kraft General Foods Canada With a host of popular Kraft General

Foods retail brands and a large food-
service business, KGF Canada is
Canada’s largest packaged foods
company.

Millions 1990 1989
Operating

Revenues $1,327 $1,251
Operating

Companies

Income $ 235 $ 187

Already the leader in luncheon meats
and bacon, Oscar Mayer also markets
hot dogs, Louis Rich turkey products,
Louis Kemp seafood products, Claus-
sen pickles, and new Lunchables and
Lunch Breaks lunch combinations.

Millions 1990 1989
Operating

Revenues $2,520 $2,270
Operating

Companies

Income $ 145 $ 168

KGF Frozen Products, the largest frozen
food manufacturer in the world, intro-
duced Sealtest Free nonfat frozen
desserts, Breyers frozen yogurt, Kraft
Eating Right frozen entrees, and Budget
Go%réget Light and Healthy Dinners

in 1990.

Millions 1990 1989
Operating

Revenues $2,155 $2,103
Operating

Companies

Income $ 169 $ 169

KGF Commercial Products has two
divisions. Kraft Foodservice is the
second-largest foodservice distributor
in the United States. Kraft Food Ingre-
dients is the country's leading
processor of edible oils.

Millions 1990 1989
it 3 : Operating
Bisoutt o - ] ; Revenues  §4,161 53861
Operating
Companies
Income $ 118 $ 160

Miller is the second-largest brewer in
the world. Miller markets four of the top
ten beers in the U.S. market: Miller Lite,
Miller High Life, Milwaukee's Best, and
Miller Genuine Draft. Other brands
include Sharp’s, the country’s leading
non-alcoholic brew.

Millions 1990 1989
Operating

Revenues $3,534 $3,342
Operating

Companies

Income $ 285 $ 226

Operating companies income is income before amortization of goodwill, unallocated corporate expenses and interest and other debt expense,
net and in 1989, gain on sale of the company's equity investment in Rothmans [nternational p.l.c. and restructuring of food operations.

1769950907
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LN B IMDerE it U.8. Cigarette industry
Tobacco HON 2 2 MDELE Siici2s < Unit Sales
Ve are the larzest. most
orofitabie. and fasiest-

in avery crofitable s22men: Zi3zzin leomens
of the .5, market, = 1 us.G garette
industry Unit Sales

expanded our share 7

q Philip Morris Share

srowing international ciga- discount Late"ur‘ o of the U.S. industry -
rette company in the world. alded bv the nationa. R
introduction of Bucks and : .

Vostof aur gains over the
past decade have come from
premium-oriced branas in

incustrialized nations. Qur Jne- hird ofa
strong market positions in
these countries provide a
base for continued profit
growth.

[n 1994, as the worldwide
cigarette industry =xpanded
bv 1.5%, to reach 3.4 trillion
units, our total unit volume
climbed 9.3%. Volume for
Marlboro. the world's best-
sefling consumer packaged
product, rose 6.3". to reach
344 biili nn units,

the conti numg SUCCEss
L L TEALD of Cambridge and 3riz:2l.
iiull-zriced Our sale

enabling us
presentation and aval.zziiiy
of our products at thz Zoine
of sale.

Unitvolume grow:s 2!
Philip Morris U.5.A.
increased its market
by 1.3 share points ::
This increase is uncs
due to changes in ¢ 7 »nare points. The more
tors trace inventory Z.ac- nzrul indicator of
tices, which depressez their  nceriving share growth is

Qur U5, business set new  smoxe zrd ow nicoine 1989 volume while our average annual gain of
records. \'olume. based on MOrmLLaions o sat:s:’;.' gerating Philip Morr:s _.> share points over the
shipments. grew by one bil- 12 JINSUmer U.S.As 1989 share. -Jnse- Tavie-vear period.
lion cigarettes, or 0.4", ina  demancs. quently, our 1989 mar-et Jutside the United States
market that declined by Acting onoourdetzrmina- - share rose an intlates 2hiiig Morris Internationai’s
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Cueime of DR DI
nouts renresentad 4 Jain
Soaoner 89 —nur

1 percentage increase

1S, Cigarette =xport
inirvolnme srew nearly
23 mrobpaceo exports

Tace 1 2ross contribution of
<early ) biilion to the U3,
satarce of pavments, and
yur share of totat LS. ciga-
ette vxports reached 597,
The 5. tracde deficit would
nave Heen more than 35 bil-
‘ion hicher without the
nduUsy S tobaceo exports.
Marthoro further widened
ts ead s the world's best-
selling vigaratte witha 13"
i@es Lun overseas. Among
ts L successes, Marlboro
secanie the top brand in
Mexico and the pest-selling
ntzrnational brand in the
ormer Bast Germany. [ts
successes in Europe
ncagded volume Dams of
2y i sSpaing 17 inthe
Nerherlands, 77 in the for-
ner Vest Germany, and T
n Beisium. Marlboro is
rowind throughout Latin
America, and Now accounts
cigarette sales
n. Marlboro
Jdghts, the world's best-
-ellinyg international light

[

or T ofall

N hix regio

arctte, increased volume

—\D m»\mateh half our
olurme nutside the United
‘tates comes from our many
tronsand growing interna-
ional rrademarks such as
ark. farliament, Virginia
lims. Merit, L&V, Chester-
teld, and the Philip Morris
rand, as well as from local
rands such as Muratti,
Aulti-Filter, and Peter Jack-

portiniio I
Sase :'or Uiure EXpansicon.
In the Zurorean Jommu-
nity. Jur aggrezate marxet
share increas=< o more
than 2272, In "“e nmvniﬁ d
.we led the

marke:
ume ‘n France
"y and we now

ahar
grew v
aczount for aimost a quarter
of the marker. - Jur wolume
in 3pain climped 277

and ur marke? share rose
We aizo posted
gium.

01349,
volume Jains n Be
Luxemeourz, an
Netheriands,

Elsewhers :nh
pean continent. our market
share reached nearly 42 :
in Switzerianc. and we
registered higher volume
N Ausria anc >

We continues o perform
well in the Mic Zle East,
particularly in Turkeyv. where
ourvolume increased 3377,

Easiern Zuripe and the
Soviet Union iozether repre-
sent the secona-largest
cigarette market in the
world. Throughout the
region, consumers have
come '0 know — and wani—

Marlborn, and 2ur other
international trademarks
have significars potential.
We are planninz aggressive
axpansion of our business
in this part ot :ne world.

In 1990, we azreed to
supply more than 20 billion
cigarettes to the Russian
Republic. We a:50 doubled
our business in Hoth Poland
and Yugoslavia. in addition,

vecen,

aretle n itz wnere cur snare It the

Menit s the most pcputar
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the United States in 1990, making a gross contrbutc~ o°
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and licensee agresments
‘ne sragucten of Marlzors
nd other srands in several

in Asta. nur wtas volume
grew almost 152 —the
largest increase for any of

our regions. Much 2 this

growth wwas driven v strong

zains inJapan. where sur

volume rose more than 22°.

All seven of our top Srands
posted volume increases,
oringing <ur share of the
Japanese market to neariy
[1's—up from 27~ last vear.
and more than all other four-

eign competitors combinec.

[n Australia. Longbeach
40s. introduced in 1239,
pushed »ur marke! share
above 36 ', making Philiz
Morris the industry ieader.

[n Latin America. volume
grew Dy more than i7%.
Ve are well pos:tioned 0
orofit further from cur largs

—eft Sur'J.3 ‘obacco

TUSIPESS ICRErLEs t0 GICw
i~ '99C w~e 30:d Cre tuicn
Tore cigarettes trar tre
jear betsre

Rigrt Mar bero more tran
daocudied s sharg nine
Srowrg Llexican marxet
over tre past seven years,
and ecare the countey's
wading Sgarette brand

~ 1990

Dians nc more than
14

{
w2y ihe next ive vears on
fUriner Capaciny improve-
:2X

Above In Turkey. Pariamert ard ctrer
Shiiip Morr's brangs nave wver ~ea”y 3C°:
of the market for mpertec cigaretis

‘Norid Cigarette Industry
Unit Saies

supply quality 2af a2t 2:m- Torlzey i
petitive‘prigslto he ‘ 3 ;Zﬂ:tf‘;gj::;;ea os
expanding 2iobai marke:,

VWe also suppariea fecera.
legisiaticn 0 increase ore-
duction of buriey tobacz.:.
which is in short supziv
around the woric.

Because the social
environmen! in many 22un-
tries is becoming hosiiie
cigarettes, we are activel
arguing for :olerance. anc we
oppose nea-2rohibiticnisT.
Budget cefcits at ail e

of government :n the Unizzz

H - L - PPN -
N the _niled 2123, 2

X Philip Morris Share
of the Worid Market °:

taxes on cigareit

Congressicnal bud D&l against oo
ment calls for an acdl W
four cents per pack in 122l the 129

and another iour-cent nix
1993. We are campaignis

vigorousiy against ‘uriher acled.
excise tax increases.whicn e are 2lso combanng
are regressive and ciscrimi 3UEMPLS T res{rict our Mars

Philip Morris International
Operating Revenues

n
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<eting activities. As industry
wnalysts have pointed out,
‘he-elimination of cigarette
1dvertising would do little to
liscourage smoking. It
w~ould, however, reduce
;ompetition, and make it dif-
jeult for companies to
ntroduce new products that
night address the concerns
>f both smokers and non-
smokers. We believe that
>fforts to restrict our market-
ng arce not consistent with
ree enterprise systems.

We are supporting indus-
ry and trade initiatives to
liscourage underage con-
sumners from using our
yroducts. We also are sup-
»orting legislation to
sstablish a minimum age of
'8 for the purchase of
obacco products in states
:urrently without such a law.

Over the past ten years,
vorldwide cigarette industry
olume increased 20% —

R e e e ]
Pt P

Operating Revenues
2ercer t ot ool Operating Revenues)

i R RPN
SR .

during the same period our
cigarette volume grew by
53%. Our 1990 volume gain
is the largest we've ever had,
and gives us the momentum
to continue building our
share of the growing world-
wide cigarette market. The
expertise we first acquired
in the United States has
helped us satisfy millions
of consumers with a wide
range of local, regional, and
global brands.

We are already a major
force in most of the world’s
important tobacco markets,
and developments in Europe
and Asia offer even greater
expansion opportunities.
We envision large and profit-
able growth for many years
to come.

Food

In 1990, Kraft General Foods,
Inc. continued to build on its
brand and other marketing

strengths. Of our food oper-
ating revenues, 72% came
from number one or two
brands in their category, and
our revenue and income
growth put us among the top
companies in the food
industry.

For the year, volume grew
6.5%, while operating reve-
nues were up 17%, and
operating companies
income increased 24%.
Excluding the acquisition of
Jacobs Suchard, volume
rose by 3.3%, operating rev-
enues by 10%, and operating
companies income by 18%.

The diversity of our food
operations yielded solid
benefits, as superior per-
formance in most of our
businesses more than offset
softness in a few segments.
Our unique combination of
strong brands in growing
markets, rapid product
development, cost savings

Kraft Free Singles and other
cheeses were the first fat
free cheeses available

in the United States.

IO oAy RIS
R b L

and business opportunities
realized through synergies,
and technological creativity
fueled steady growth even as
we invested for the future.
The acquisition of Jacobs
Suchard was consistent with
our strategy of building an

~ ever stronger portfolio of

brands and markets, whether
through development or
acquisition —and whether
inside or outside the United
States. Including a full year
of results from Jacobs
Suchard on a pro forma
basis, approximately 32% of
KGF’s 1990 revenues would
have been generated outside
the United States.

With Jacobs Suchard, we
are now Europe’s leader in
roast and ground coffee, the
coffee segment with the
greatest growth potential.
Jacobs Suchard also
increases our distribution
capacity, while its Milka,

-~

The success of Post Honey Bunches o
Oats helped bring Post cereals’ category
share back over 11%.

Right: With the acquisition of Jacobs
Suchard, a Swiss coffee and confectionery
company, Kraft General Foods Interna-
tional is now the leader in Germany's
coffee market.

8V69950907
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iblerane, Suchard. and

te d'Cr brands bring us 4
Awocore business in
nfectionery.

[n 1990, KGF [nterna-
mal’s nther core busi-
»sses in coffee, cheese,

id viscous dressings

[ showed volume growth.
osted by geographic
{pansion and :ine 2xten-
nns for key brands.
iccessful new product
troductions included
1eddarie spread. Vitalite
ght margarine, and Max-
ell House Classic premium
seze-dried cotfee in the
nrited Kingdom: HAG
slombian Supremo cwn' 5
Germany; Krait MavOliv
avonnaise and Saimaza
emium soluble coffee in
rain: Kraft cholesterol trez
avonnaise in Belgium:
2valia Premium soluble
ffee in Norway: Vegemite
ngles in Austraiia: and new
wors of Philadelphia Brand
eam cheese in several
untries.

We also widened some of
v major regional busi-
'sses, bringing Miracoli
lian sauces to Germany
id our Maxpax coffee vend-
g system to Spain. New
oduct development, dis-
bution and marketing
nergies, the continuing
tegration of European
arkets, and increasing
osperity in the Pacific Rim
ill drive KGF International’s
rther growth.

Most of KGF's food vol-
e, sales, and profits

main in North America.
nong the Kraft General
.ods operating companies
1 the Continent, General

FOQs C3AUrmes in an -
standing zerformangs,
Maxwvel; Hose aned our
other coifees returnerd to
orofitabiiity, with continued
Juality ana acwertising
improvements neiping to
ouid 'he Cusiness, Post
voliime

share zack over .1, The
ImZroverents were due o
superior markating nf core
Post brancs such as tirape-
Nuts, Pecoles, =oney
Bunches 21 Jats. and the
introduc:ion of Marsh-
mailow A.:lna-?)‘[s

Koof-Ald drand DuAG fered
volume Jriew 37,
ar, 20" share of
Jdrink cat-

l};j_l:c‘TS

category
3 vears. The
SlEnnanns

hoiesterol free

Ll"‘i \_uDA‘.l 5_»'1‘1_

oo as well as
the regicral introduction of
Krart Microwave Entrees,
also contributed o General
Foods U'SAs performance,
At Kraft USA, new product
introductions helped to
increase :he appeal of lead-
ing crarcs. in cheese, vol-
ume Zrew with the introduc-
tior of such new products
as Spreacerv spreadable
cheese. Cracker Barrel fla-
vors, and o far cheeses
such as Xraft Light Singles
and Kraft Light Naturals.
\olume for Philadeiphia
Brand cream cheese also

An apcetizeg spread Krafts assorted cn
Vayer ard Lws Ricn ercrecn meals.

2528,

0569950907
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Kraft Generai
foods, inc.
Yolume

<rai Serera Foogs can fill a ‘am-
V3 <toren wir more ~umier ore

ana ~umger two §ranas than zny
ttrerfzod corrpary nthe

.reg Staes.

SuiS

MNe ~ave fat ‘rze “zegs n rore categones than any otrer corrcary
.

Searest Free ~cn'al froze- desserts, dessert bars, ard frozer ye
are part ofirs 3roang —2 Lt fat free —portfolio
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increased. Following suc-
cessful test marketing,
Kraft's first nonfat process
cheese product, Kraft Free
Singles, has begun to
expand geographically. The
national introduction of
Kraft Free nonfat salad
dressings boosted the entire
Kraft pourables line, build-
ing share to 41%; in a rare
new product achievement.
the Kraft Free line included
three of the five best-selling
products in the entire pour-
able dressing category.

Both Miracle Whip salad
dressing and Kraft mayon-
naise increased their shares.
We expect improvements
from the introductions of
Miracle Whip Free nonfat
dressing and Kraft Free non-
fat mayonnaise dressing,
two fat free products
announced in early 1991.

Volume and share for Kraft
and Parkay tablespreads

You can have your cake and eat ‘t
tco—without fat or cholesterol, from
Entenmann’s.

Left: Chocotate frcm Jacobs Suchard

also rose. and Touch f
Butter exzanded nationally.
Volume ‘cr Kraft side dishes
and dinrers grew by 37
new shares and flavors. as
well as microwave nfferings,
are heing ‘ested for intro-
duction in :991.

Total Zscar Maver volume
rose due ‘0 new products
such as _unchables iunch
combinations and Louis
Kemp surimi seafood.
Partially due to higher red
meat commodity costs, oper-
ating companies income
declined.

Oscar aver brand’s num-
ber one zosition. together
with Louis Rich’s leacdership
position in the growing tur-
key segment, accounted for
34% of the market for lun-
cheon meats and a record
14% for hacon. We also have
an 13% share of the hot dog

‘market. 7o address changing

consumer preferences,

WOrks Its magic cn a discerming consumer

n 8ern Switzerlard

Cscar ''a.er Zacget i85 icrowvave
3nNacks IIrtrued to r.tine targetin 1990.

Oscar Mavyer introducad tur-
key bacon. and a range f
light, thin-sliced. and ‘ow-
salt meats. We look to these
and other product introduc-
tions for future growth.
Kraft General Foods
Frozen Products defended
and built on its franchises.
Volume for dairy products.
which contributed more
than half the group’s operat-
ing revenues and income.
continued to grow, led by
strong advances in the
cultured products anc top-
pings categories. New
products such as Sealtest
Free nonfat frozen dessert.
Brevers frozen yogurt, Cooi

“Whip Lite whipped topping,

and Light i’ Lively Free non-
fat yogurt all helped generate
category share gains for the
dairy division.

All American Gourmet
built its volume in 1990 by
introducing Kraft Eating

Yegemite continues i o& cre ¥ Astrana s most Dopu.ar STIauC!s
fat free products are aiso ceirg cHerea

Xight rozen entrees and
Sudget Gourmet Light and
Healthyv Dinners, while Birds
Zve improved its product
mix 2v emphasizing its
vegerable-and-sauce offer-
ings. Aiced by the introduc-
dicn of "soft” bagels and
Sther marketing efforts,
—encers volume grew al-
most 2%, with category
share climbing to 77%.
Tombstone pizza continued
‘0 increase volume while
expanding geographically,
and is now sold in 25 i:ates.
~ombsione is the leacer in

Zhe {rozen pizza markets if
nOW 3EIVes.

Kratt General Foods
Canaca posted strong
resuits across most of its
_major product lines, with
volume gains helped by
new product launches.
Lunchables tunch combina-
tions. Maxwell House Filter
Packets, Cheese Pot cheese

ird

2060566953



.pread, Honev Bunches of
Dais cereals. Kraft Free salad
Iressings. and the Jeil-O
igglers promotion all con-
ributed to volume and share
rowth in key categories.
Taft packaged dinners. the
rest-selling dry grocery item
n the country, introduced
uper Mario Bros. Pasta and
‘heese in the children’s seg-
aent, and achieved a i4%
olume improvement. Coffee
olume grew almost §%,
ided by successiul

wnches of General Foods
1ternational Coffees and
faxwell House 1892. KGF
‘anada also expanded its
uccessful regional direct
yodservice business to a
rading position with the
cquisition of Groupe Café

1 March [990.

Volume increased in both
ivisions of Kraft General
>ods Commercial Products.
raft Food Ingredients bene-
ted from strong perfor-
\ances in the oil products
1d Specialty Ingredients
usinesses. Kraft Foodser-
ce volumes for cheeses,
ils, shortening products,

d sauces also grew. Future
odservice performance
ains will depend on an
nproved food-away-from-
me market, greater pen-
ration of new accounts,

1d further efficiencies from
‘oadline distribution
Yerations.

Our strong overall perfor-
ance at KGF was made
yssible by a broad array of
1ared innovations and mar-
ting strategies to meet
1anging consumer tastes.
Our established products
il have significant growth

potentias. as shown by the
improvements at Maxwell
House and Post. [n addition.
the Jell-J Jigglers promo-
tion, one of the largest
gelatin promotions ever,
made Jell-0 desserts a "top-
of-mind” snack for children,
Qoosting LS. sales by 13%
in 1890.

As we develop and launch
new prodguc:s and promo-
tions, we are senefiting from
a unique set of svnergies.

Most of our savings
through ‘hese synergies and
productivity improvements
were reinvested; for our goal
is not to avoid spending, but
to spend -wiselv. Qur most
important syneryies create
incremerntal ousiness.

Our fat {ree products are
a good example uf how we
are becoming more than the
sum of our companies. We
recognize :hat iower fat and
cholesterol now head the list
of consumers’ dietary con-
cerns. And nearly every one
of the KGF operating com-
panies is replacing fats with
other natural ingredients in
at least one of its products—
from cheeses and pourable
salad dressings to cakes and
frozen desserts. These inno-
vative fat free products alone
accounted for more than
5275 million in revenues
in 1990.

We first introduced fat
replacement technology in
our U.S. markets, and now
we are pooling our experi-
ence to bring new fat free
products to Canada, Europe,
and Austraiia. YVe had fat
free products in more
categories than any other
company in 1920, and we are

3 WluqﬂFW
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Philadelphia Brand cream cheese is ore of cur strengest ‘nternationai
brands, sold in the United States, Germany —and 35 other countr.es
around the world
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Our food oroducts ¢n sale n Korea
~c.ude Maxim and cther
coiees, as well as Post cereais.

$4%6995090C

Above. Cscar Mayer apprea e Lunchables concept to develop new
Louis Ricr _unch Breaks, ccowar and convenient for parents and chil-
dren alike, “op right' our feccsernce division supplies U S restaurants,
hospitals, ard sther nstitutems with Kraft General Foods and other orad-
Jcts Rigrt corveniert Max se mouse Filter Packs heiped our

'S ~oMes cusiness retur- 1 cozhanilty
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veloping still more fat {ree
oducts this vear.

In ract, crossing operating
-mpany borders to find
nergies, KGF answered
mand for nutrition, conve-
:nce, and variety by intro-
'cing more than 300 new
oducts in the United States
ring the vear, and was
med the new product
mpany of the year by
>pared Foods Magazine.
We bolstered our brands
th double-digit increases
marketing expenditures in
30 and plan similar
:reases in 1991. Our Holi-
y Homecoming promotion
the United States, featur-

3 34 of our leading brands
December 1990, was

other notable example of
w our comparies are
wrking—and spending—
sether to build our

siness.
We are backing up our

ve: Tre tuil rich taste of Miller Sharp s zerefited frorm an nreovative
inotogy, and Sharp’s became the courtry’s test-sa!'rg rer-

»holic orew. Right: Miller Genuine Oraft L.gnt, 5 cw-22cre re axten-
of Miier Genuine Draft, joired the Miiter farmiy r *93C Sar - gnt

ar Genuine Draft, the country’s ninth-most-pocaiar ceer
‘astest-growing premium beers \n the United Siates

investmenis in new markets,
products. and packagings by
investing in our pewple. We
are =nlisting all our employ-
ees in a drive for continu-
ous improvement in every
company Srocess, from pur-
chasing and research to
manufacturing and market-
ing, to serve both customers
and censumers tetter. Only
by aiming for excellence in
each aspect of our business
can we 'ead our competition
and begin to satisiy vur own
high standards.

Kraft General rfoods
recorded solid Dusiness
gains in 1890. We are deter-
mined to deliver steadily bet-
ter operating results vver the
years {0 come.

Beer

in 1990, for the fifth consecu-
tive year, volume growth at
Miller Brewing Company
outperformed the U.S. brew-

arg creof

ing industry. Our :otal ship-
ments of 43.35 million barrels,
including Sharp’s and
exports, were up nearly 4%
for the year. Our share of

the total U.S. mait beverage
industry grew to a record
22%. Our export volume
rose more than 6%.

Operating revenues and
operating companies
income also set new rec-
ords. Growth in premium-
priced brands helped boost
revenues 6%, and lower
costs contributed to a 26%
gain in operating companies
income.

Shipments of Miller
Genuine Draft grew by
almost 30%, consolidating
the brand’s ninth-place posi-
tion among U.S. beers.
Combined with Miller High
Life, Genuine Draft’s contin-
ued success gave Miller i6-9
of the more profitable full-
calorie premium segment.

Miller Lite, the countrvs
second-best-selling beer.
continued to gain volume,
and accounted for more than
45% of the premium low-
calorie segment. We added
to our presence in this seg-
ment by bringing Miller
Genuine Draft Light into ten
western states.

[n the above-premium
segment, the company is
represented by Lowenbréuy,
and we brought both Miller
Reserve, an all-barley pack-
aged draft product. and
Miller Reserve Light, a low-
calorie line extension, into
test markets in 1920. [n the
below-premium category,
volume gains by Milwaukee’s
Best made it the sixth-most-
popular beer in the countrv.

Miller Sharp’s, first intro-
duced in December 1983,
‘ueled the growth of the non- .
alcoholic brew segment,
which nearly doubled its

T s i R 8
Operating Revenues
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U.S. Mait Baverage
industry Barral
Shipments

& U.S. Mait Beverage industry
Barrei Shipments )
« iR

A Miller Share of U.S. Mait
Beverage industiry "5

*Zgras =

‘Ailer Lte s the second-maost-
zopular ceerin tre United States,
zrd it corerues (o oe the country's
cest-3erg ignt Deer.

“hiter exgoris
tre worid.

Offering a wide vanety of crews, Miler increased its share of the U.S.
malt bewerage ndustry.
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Financirg from Phiiip Morris Capital Corgeraticr ~e-0s Miiler Zistrzatcrs
keep stcres well stocked.

volume during 1990, Zharp s
finished the vear in a
leadership position. with
27% of the market for
non-alconolic brews.

Our steady progress
2nabled us (0 announce :he
reopening of our Trenton.,
Ohio. breweryv in 1991,

Federal legislation passed
in 1990 doubled the federal
excise tax on beer, from
39 to $18 per barrel. or from
16 cents to 32 cents per six-
pack, effective January 1.
1991. In spite of this discrim-
inatory tax increase, we are
determined to continue our
solid growth in volume. rev-
enues, and profitability.

Financial
Services and
Real Estate

Consolidated operating com-
panies income from Philip
Morris Capital Corporations
financial services and real
estate businesses rose
13.9%, despite a 10.9% drop
in operating revenues. as
Mission Vieio Company con-
tinued to wind down its
homebuilding activities.
Revenues from PVMCC's
financial services operations
grew 19.2%, while operat-
ing companies income
increased 27.4%. In 1990,
PMCC expanded its financ-
ing programs for customers
and suppliers of Philip
Morris operating companies.
The company also increased
its investment in leasing
transactions, building on its
position as one of the coun-

try's major equipment lessors.

PMCC has a strong capital
position, and its debt is com-

caratrczy small wnen set
azainst ine financial position
of its parent. Phiiip Morris
Comparnes inc. [n acdition,
PMCC's assets do not reflect
significant exposure o
iv .everaged companies

or rousied industries,
Althougn the current eco-
nomic zownturn introduces
some uncertainties. we
eXCect ine company to con-
:inue its zaitern of sound
revenue and income growth.

As Mission Viejo phased
our homeouilding, operating
revenues declinea 27.2%.
Operaiinz companies in-
come, Zerved from land
olanning. development, and
sales, increased 1.1%. The
Coloraca residential real
estate market showed signs
of improvement, with Mis-
sion Vielos Highlands Ranch
planned 2ommunity achiev-

g the highest market share
for new home sales in the
Denver area.

O
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Management’s Discussion and Analysis of
Financial Condition and Resuits of Operations

Jperating Resuits

Operating Revenues

Operating 'ncome

n millions) 1990 1959 1988 199¢ 1383
»bacco $21,090 $i7.349 516,576 35,596 $5.763 33,446
30d 26,085 22,372 10,398 2,205 1.280 392
.eer 03,534 3,342 3.7 285 226 {30
inancial services and real estate 460 316 622 196 12 162
Operating Profit 8,282 7,041 4,390
“'nallocated corporate expenses (336) 252} 7193)
Total $51,169 $44.080 331,273 37,946 38,789 34,297

n August 16, 1990, the company’s wholly-owned subsidiary, Krart
ieneral Foods, Inc., purchased Colima Holding AG, the principal
sset of which was a controlling interest in Jacobs Suchard AG.
Swiss-based coifee and confectionery company. In September
990, a tender offer was completed for substantially all of the
amaining publicly held interests of Jacobs Suchard. The pur-
hase price of Colima and the remaining publicly held interests of
acobs Suchard totaled $4.1 biilion.

On December 7, 1988, Kraft, Inc. became a whoilv-owned sub-
idiary of the company. The purchase of outstanding Kraft shares,
atirement of employee stock opticns and other reiated payments
staled 512.2 billion.

The acquisitions have been accounted for as purchases and,
ccordingly, operating results of Krart and cacobs Suchard have
een included in the consolidated operating results of the com-
any since acquisition.

990 Compared with 1989

iperating revenues for 1990 increased $7.1 biilion +16.1%) and
perating profit, as defined for segment reporting purposes {oper-
ting income excluding unallocated corporate expenses),
wcreased 31.2 billion (17.6%). The inclusion of Jacobs Suchard
‘nce acquisition resulted in $1.4 billion (20.0%) of the increase

1 operating revenues and $89 million (7.2%) of the increase in
perating profit. )

Amortization of goodwill increased 16.4% to 3448 million in
390, due primarily to goodwill arising from acquisitions, $33 mil-
on of which related to Jacobs Suchard. Interest and other debt
gpense, net, decreased $36 million in 1990 compared with 1989,
ue primarily to lower rates, lower average outstanding debt dur-
1g the year and higher interest income.

Net earnings increased in 1990 by $594 million [20.2%), due to
wcreased operating profit ($1.2 billion), partiailv offset by a
igher income tax provision ($659 million). Interest and goodwill
Tortization arising from the acquisition of Jacobs Suchard
tceeded that company's income contribution in 1990, resulting
1a dilution in earnings of approximately $.03 per share.

189 Compared with 1988

perating revenues for 1989 increased $12.8 billion (41.0%) and
serating profit increased $2.5 billion (53.4%). The inclusion of
raft for the full year of 1989 resulted in approximately 90% of the
crease in operating revenues and 5904 millicn (36.9%) of the

increase in operating profit. The remainder of the increases
resulted primarily from tobacco operations.

in 1989, General Foods Corporation was combined with Kraft to
form Kraft General Foods, Inc., and the company charged 3179
million against pretax income, primarily ‘or costs associated with
this merger. In addition, the company sold its 2quity investment in
Rothmans International p.l.c. for £610 miilion of 10%% rotes
maturing in 1994, generating a pretax gain of 3455 miilion. The
notes were subsequently sold with recourse for approximately
$850 million. The net impact of these items was an increase in
earnings before income taxes, net earnings and earnings per
share of 3276 million, 3152 millicn and 35.16, respectivelv.

The company’s 1988 resuits included restructuring costs at
Gereral Foods. As a result of this restructuring, certain faciiities
were combined and overhead costs were reduced to achieve
operating efficiencies. This restructuring reduced earnings before
income taxes, net earnings and earnings per share by 5348 mil-
liont, 3212 million and $.23, respectively.

Amortization of goodwill increased to 3385 mitlion in 1989, due
primarily to goodwill arising from the acquisition of Krart. [nterest
and other debt expense, net, increased $1.1 billion in 1989 com-
pared with 1988, due primarily to higher amounts of outsianding
debt resulting from the acquisition of Kraft.

Earnings before cumulative effect of accounting change
increased in 1989 by $882 million {42.7%)}, due to increased
operating profit (32.5 billion), partially offset by higher interest
expense ($1.1 billion) and a higher income tax provision
(5449 million).

Recent Developments
Effective January 1, 1991, the federal excise tax on beer increased
from $9 per barrel to $18 per barrel, and the federal excise 'ax on
cigarettes increased from $8 per thousand to $10 per thousand.
Under existing legislation, the cigarette excise tax will further
increase to $12 per thousand, effective January 1, [993. In addi-
tion, legislation is periodically proposed which would further
curtail the advertisement and use of our tobacco and beer prod-
ucts. Some or all of the foregoing may have an adverse impact on
the company’s operating revenues and operating profit.

The company believes that any interruption of business result-
ing from the military cenflict in the Middle East will not have a
significant impact on consolidated operating results.

1988

o . -
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Statement of Financial Accounting Standards No. 106.
‘Empiovers’ Accounting for Postretirement Benefits Other Than
Pensions,” issued in 1990, requires companies to accrue the cost
of such benefits during the employee’s period of service. Currently,
he company expenses such costs generally as they are incurred.
Upon adoption. which must cccur no later than January i, 1993 for

Operating Resuits by Business Segment

domestic plans. the additional liability may be recognized either
immediately or prospectively over not more than twenty years. The
company intends to adopt SFAS 106 prospectively in 1993 and
estimates that adoption will increase annual expense, the amount
of which has vet to be determined.

Tobacco
Operating Revenues Cperating Profit
in millions) - 1990 1989 1988 1990 1969 1988
M US.A. $10,370 S 9474 $ 8,491 34,206 33,506 $3,087
>M international 10,720 3,373 8,085 1,390 1457 759
Total $21,090 317.849 816,576 $5,596 35,083 $3,846

The following discussion of results excludes PM Internaticnal’s
gain on sale of investment in Rothmans in 198S (3455 miilion; and
amortization of goodwill.

1990 Compared with 1989

In 1990, Philip Morris USA.'s operating revenues increased 9.5%
due to price increases ($1.0 billion) and volume increases (543
million), partially offset by unfavorable product mix. Voiume
increases in 1990 resulted from new product introductions. Philip
Morris U.S.A.'s domestic volume (based on shipments} increased
1.0 billion units to 220.5 billion units. This unit volume growth
increased Philip Morris U.S.A.'s share (based on shipmerns) to
42.2%, up 0.3 share points over 1989. The domestic cigarette
industry's volume decreased approximately 0.3% in 1990 as com-
pared with a 6% decline in 1989. The industry decline in 1989
reilected, in part, a decision by Philip Morris U.S.As competitors
ro reduce trade inventories by limiting shipments; Philip Morris
U.5.A’s 1990 increase in market share is understated due :o these
changes in competitors trade inventory practices, which
depressed their 1989 volume while inflating Philip Morris U.S.As
1989 share. Consequently, Philip Morris U.S.A's 1989 market share
rose 2.6 share points and 1990 market share rose 0.3 share points.
However, in the opinion of management, a more meaning:ul
indicator of underlying share growth is Philip Morris U.S.As aver-
age annual gain of 1.5 share points over the two-vear pericd
Marlboro continued to be the number-one-selling cigare::e in the
United States. with a 26% share of the market. [n 1990,
Morris U.S.A.'s operating profit increased 16.6%. reflectinz higher
gross profit ($914 million), partially offset by higher marks:ing
expenses (5309 million). The increase in gross profit was due pri-
marily to price increases {$1.0 billion) and cost savings. zartially
offset by unfavorable product mix ($216 miilion’.

Philip Morris International’s operating revenues increzsed
25.0%5, due primarily to increases in unit voiume 7$1.4 Sillon’.
price increases ($331 million) and currenc: translation "$297 mil-
lion;, partiaily offset by the deconsolidation of certain ogzrations.

Unit volume of Philip Morris International for 1990 increased
15.5% over 1989, reflecting significant increases in Europe and
Asia. Phiiip Morris International’s operating profit increased $388
million (38.7%), due primarily to higher gross profit (8648 mil-
lion), offset by higher marketing, administration and research
costs (3260 million). The increase in gross profit was due to price
and cost increases (3148 million), volume increases ($469 mil-
lion) and currency translation ($127 miilion), partially offset bv the
deconsolidation of certain operations.

The company has negctiated an agreement to export to the Rus-
sian Republic over 20 billion cigarettes by year-end 1991. The
company has taken measures to minimize risk of loss on ship-
ments thus far and intends to do so for future shipments.

1989 Compared with 1988

In 1989, the 11.6% increase in Philip Morris U'S.A’s operating reve-
nues was due primarily to price increases. Philip Morris U.S.A's
domestic unit volume (based on shipments) increased 247 mil-
lion units to 219.5 billion units. The 16.8% increase in Philip
Morris U.S.A.'s operating profit in 1989 reflects higher gross profit
($731 million), substantially all of which was related to price
increases, partially offset by higher marketing expenses.

Philip Morris International’s 3.6% increase in operating reve-
nues was due primarily to increased unit volume (5694 million)
and price increases ($561 million), partially offset by currency
translation (3480 million} and the deconsolidation of a subsidiary.
the operations of which were merged into a joint venture. Unit vol-
ume of Philip Morris [nternational in 1959 increased 9.7% over
1988, reflecting growth in Europe and Asia. Philip Morris Interna-
tional's operating profit increased $233 million {30.2%), due
primarily to higher gross profit ($318 million), partially offset by
higher marketing, administration and research costs ($85 mil-
lion). The increase in gross profit was due to price increases
($254 million} and volume increases 3199 million), partially off-

_set by currency translation {$92 million} and the deconsolidation

of a subsidiary.
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continued impact of a 1988 change in business strategy in
lifornia from residential homebuilding to land planning,
-elopment and sales. While there is demand for ‘he company’s
lifornia properties, recent develcpments in the decmestic bank-
. industry have reduced the financing opticns available to
)spective purchasers.

'9 Compared with 1988

erating revenues from financial services in 1989 increased

+ million (9.6%) over 1988, and operating profit increased

) million (31.7%), due primarily to increased invesiments in
ance assets and interest savings from debt refinarcings under-
en during 1988. Operating revenues from real estaie operations
989 decreased 3122 million {26.8%), and operating profit
:reased $10 million (10.1%) from (988 levels, reflecting the

:nge in business strategy referred to above.

1anciai Review
sh Provided and Used

Cash Provided by Operating Activities

sh provided by operating activities of $5.4 billicn :rcreased in
0 by 31.7 billion (46.7%). The increase was related primarily 0
her earnings {3594 million) and to less cash usec for working
ital items in 1590.

‘ash provided by operating activities decreasec inn 1989 by $1.4
ion (27.8%). The decrease is related to the large amount of

h provided by working capital items in 1988, which was gener-
d principally by a designed reduction of accounts receivable
i increase in accounts payable, as well as an increase in

rued liabilities. This increased cash flow was usec ‘o fund

t of the Kraft acquisition. Net cash used for working capital in
9 was principally due to the reversal of the ameunt provided in
8. Partially offsetting the change in cash attributatie :0 work-
capital items was an increase of $926 million {26.3%) in other
rating cash flows, attributable primarily to higher 2arnings.

Cash Used in Investing Activities

990, the company paid $3.1 billion for the purchase of Jacobs
hard, net of $825 million of acquired cash. In 1988, the com-
Yy paid $11.4 billion for the purchase of Kraft, net of 3868

lion of acquired cash. In 1990 and 1989, the company paid an
itional $11 million and $388 million, respectively, for pre-

1sly untendered shares of Kraft common stock.

‘apital expenditures were $1.4 billien in 1990, approximately

3 of which related primarily to expansion and mccernization of
wifacturing and processing facilities of food operaticns. In

9, capital expenditures increased $222 million over 1988 due
narily to the inclusion of Kraft for a full year in 1983. Capital
enditures are estimated to be $1.7 billion in 1991 and a total of
) biilion for the five-year period 1991-1995, of which approx-
tely 51.1 billion and $6.1 billion, respectively. are prcjected for
1 operations.

In 1989, cash provided by investing activities inciuded $992
million received from the divestiture of the company’s equity
investment in Rothmans and several food cperations.

[n 1990. the company invested $523 million in finance assets as
compared with 3481 miliion in 1989 and $495 million in 1988.
Leasing investments accounted for 63%, 55% and 39% of these
amounts, respectively.

Net Cash Provided by (Used in) Financing Activities

Consurmer Products Debt

During 1990, total consumer products debt increased by $2.3 bil-
lion. The increase represented 33.6 billion of debt issued. 31.1
billion of debt assumed in the acquisition of Jacobs Suchard and
currency translation of $250 million, partially offset by 32.7 billion
of debt repayments.

At December 31, 1990, the company's ratio of consumer prod-
ucts debt to total equity was 1.44, down from !.36 at December 31,
1989. Fixed rate debt comprised approximately 73% and 66% of
consumer products debt at December 31, 1990 and {989, respec-
tively. The average interest rate on total consumer products debt

=2

was approximately 9.2% and 9.5% during 1990 and 1989, respec-

. Totai Debt Vear-Ena)

3 Consumer Products
Debt {Year-Erd)

Buhons ot Ceitars
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dively. At December 31. 1899, the average intersst rate on lotal cor-
sumer products debt, including the impact f interest and cu
rency swap agreements discussed below. was upproxxmately 3.3%

During 1989, :otal consumer products debt Zecreased by 51.3
billicn. The decrease represented 54.9 biilicn i cebt repayments
and currency ‘ranslation of $62 miilion, partially zffset by 32.5 bii-
lion of domestic debt issued to refinance ccmmercial paper and
bank borrowings arising from the acquisition f Kraft.

During 1988, total consumer preduc:s cdebt increased by 510.1
billion, which represented 510.0 biilion of debt {ssuances and 3.2
billion of Kraft debt assumed at acquisition, par-ially offset by 3.3
billion of debt repayments, as well as foreign currency translatior.

Total Debt

The company's credit ratings were upgraded by “oody’s in {590 10
“P-1" in the commercial paper market and "A2" ior long-rerm obli-
gations, as compared with ratings of "P-2” and "A3," respectively.
at December 31, 1989. The company's crecit ratings by Standard %
Poor's remained at “A-1" in the commercial pap=r market and "A”
for long-term debt obligations.

At December 31, 1990, the company's total deti-to-aguity ratic
was 1.57, down from 1.72 at December 31, 1858, Tctal debt was
$18.7 billicn at December 31, 1990, compared ith 316.4 billion a:
December 31, 1989.

At December 31, 1990, the company had interest rate swap
agreements with an aggregate notional prircipa: amount of 32.«
billion and a weighted average maturity of 1.2 vears. These agrea-
ments provided a weighted average interest rate =f 3.0%. In

addition, the company has entered into curreric: and related inter-

est rate swap agreements to manage interest ra:e and currency
exposure on certain long-term debt obligaticns. The aggregate
rotional principal amount of these swap agreeme ents Juts:c.rc;ing
at Decemnber 31, 1990 was $1.3 billion, of which 3721 million
refated to consurmer products debt.

. The company expects to continue to refinancs ‘ong-:erm and
short-term debt from time to time. The nature and amount 2f the
company'’s long-term and short-term debt and :fe proporticnate
amount of each can be expected to vary as a resuit of future busi-
ness requirements, market conditions arnd other actors.

The company’s percentages of fixed rate dek: and average inter-
est rates for 1990 and [989 relative to total debt were approxi-
mately the same as those previously discussed icr consumer
products debt.

At December 31, 1990, the company’s CfEClt facilities amounted
to approximately $17.2 billion. including a 3i2.< Siilion revoiving
bank credit facility expiring in 1993, of which agrroximateiy
$15.5 billion were unused. These facilities were ised 1o support
the company’s commercial paper borrowings.

The company expects that cash from operaticrs and avaiabie
credit facilities will continue to be sufficient to meet the future
needs of the business.

The company continually menitors its foreign currercy
exposure. [t acts to manage such exposure, when deemed cru-
dent, through various hedging transactions. Forzign currency
denominated debt for which the company has rot entered into
currency swap agreements is maintained primariiy to hedge the
currency exposure of its net investments in foresn operaticrs.

Equity and Dividends

(n 1989, the company announced its inenticn to spend up (o
51.5 billion o repurchase common $iccK .n Gpen Market transac-
tions at prevalling prices from time 0 ‘ime over a two-vear period
Lommenc‘n:, in 1990. [n {990, :he company repurchased 3.7 mil-
lion shares at an aggregate cost of 3221 miiiicn. The share

repurchase program 'was ‘emporarily suspenced in 1890 due to
the Jacobs Suchard acquisition.

Dividends paid in 1990 increased 22.771 over 1989, reflecting
the increase in dividends declared :0 31.35 per share in 1990 from
51.25 per share in 1988, The quarteriv divicend rate esiablished in

August 1990 is at an annual rate of 31.72 zer share. an increase of

25.1% over the annual rate of $1.373 2s:abiished in August 1989,
Return on average stockhclders equity was 32.3% in 1390 and
34.2% in 1929,

Ratio of Total Debt to B Stockholders’ Equity
Stoci_(holders’ Equity Erea-tret
eanSral - A Return on Average

3 Ratio of Consumer Stockhoiders’
Products Debt to Equity °

Stockholders’ Equity
Jrearena)

1
o

P o i3 B
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Seiected Financial Data— 1
«:iﬁeen‘\!ear REView 270 D03 L uhaars, 2xCIpt Zer snare Zala! i
1999 1289 1988 1987 1586 3

T

iummary of Operations:

‘perating revenues ) 5 51,169 3 .30 3 21273 3 27350 5 25342
‘nited States axport saies 2,928 2,288 363 1.592 113\\“:
ost of sales 24,430 21.368 13.565 12,153 11901 3
aderal excise taxes on products 2,159 2,140 2,127 2,085 2,075‘“—\':
SJreign excise taxes on preducts 4,687 3,508 3,735 3,331 2853
perating income 7,946 5,739 1397 3.290 3537 3
tterest and other debt expense. net ‘consumer procucts) 1,635 1731 570 o465 T2
arnings before income taxes and cumuiaive B T
effect of accounting change 6,311 2.058 3.72¢ 3.344 2.765 ;
retax profit margin 12.3% 11.5% 11.3% 1.1 12.3% ]
rovision for income taxes ' $ 2,771 3 2112 % {883 3 1302 5 1287 T
arnings before cumulative effect of acczu 3,540 2348 2,64 1,342 1,478
umulative sffect of accounting change 27 B} i‘j
et earnings o 3,540 2.248 2,337 342 1,478 L
arnings per share befcre cumulative effec of acc-unting change. 3.83 3.13 2.22 1.4 .33
2r share cumulative effect of acccunting change 29 |
et earnings per share 3.83 2,18 2.51 L34 1.55 [
ividends declared per share 1.55 0235 Ll G 62
‘eighted average shares ‘mitlicns’ 7 925 927 922 351 954 |
apital expenditures (consumer produc:s . $ 1,388 3 1246 3 1024 3 YIS S S |
epreciation /consumer products’ 87 755 508 504 514 i
roperty, plant and equipment. net Cconsumer prodiocls, 9,604 2457 3,548 5,582 5,237 i
wventories {consumer produc:s’ - 7,153 3,751 5.284 4,134 3,336 i
dtal assets 46,569 38,528 36,260 2,482 A—
stal long-term debt } 16,121 14,351 16,312 T |
stal debt—consumer products ) 17,182 14,387 o442 5,589 I
—financial services and real 2s7ate 1,560 1,538 1.504 L4l j]‘
stal deferred income taxes - 2,083 1,732 1559 1519 i
ockholders’ equity B 11,947 9,571 7T 5055 1
>mmon divicends declared as a *a of ne: 2arnings 10.5%  39.5% 40.3% 33.9% ]
ook value per common share § 129 3 w3l S 331 3 3 5.94 ;/:
arke! price of common share —highilow 52-36 13125 2512203 Jis-133 1911 /f_\
losing price of common share at yvear-and 51% 11%s 2572 21%s 13 /:
-ice/earnings ratio at year-end 14 13 [V t 11 1
umnber of common shares cutstarding at vear-2nc millions) 926 323 924 247 Lol S
umber of employees 168,000 157,900 153,000 213,400 LILO0g " 8
Operating income s income belore interest ana stner cedt exgense. net. See Note 3 of the notes to ;qnsomidated ﬁnancigi stalements regarcing 1939 ar}d
i of t 5 ot i 1ai s:atements re 10
e Noteof b e o ooy e ST SOIEI comuan 93 sdogo ath e 3 Couts 1 e s et
sults of the company include the nperating resuits of these ccmganues since ov Statement of Financial Accounting Stanaards Mo 5. o
2ir acquisition. N
&
o
-
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>onsolidated Balance Sheeis niisoios,

Cecember 31, T 19,5;;) 1389
.ssets
onsumer products B .
Cash and cash equivalents o 8 U6 513
Receivables, net - 4,101 2,338
[nventcries: ' B
‘Leaf tobacco 2,458 2,202
Other raw materials o 17,934 . 132
Finished product 2,761 2.02%8
7,153 3.751
Other current assets ' 967 53%
Total current assets ' 12,367 9,380
Property. plant and equipment, z: cost: »
Land and land improvements 664 cl!
Buildings and building =quicment ] 4,004 3.054
Machinery and equipment 8,480 T.3035
Construction in progress ) 1,133 387
14,281 12.357
Less accumuiated depreciation 4,677 3,309
9,604 3,457
Goodwill and other intangible assets 7 o
{less accumulated amortizaticn of 31,17% and 37450 - 19,037 15,682
Other assets 1,675 1,569
Total consumer products assets i - 42,683 335,083
.nancial services and real estate . 7 -
Finance assets. net - 3,220 2,845
Real estate held for developmern: and sale 418 383
Other assets 248 212
Total financial services and real estate assets 3,888 3,440
TOTAL ASSETS ‘ $-46,569 £38,528

2 notes to consolidated financial statements.
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Philip Marris Comparnues inc. and Subsidiaries

1990 1989
Gabilities — e ) -
f.i;:'nsumeiproducts - - ) o - -
Short-perm borroyvings o 7775 1,92}4 3 489
) Current 'proryign réﬁfilpng-rterrm debt - o 863 752
~ Accounts payable ' o ) B 2,462 ' 1,917
Accrued liabilities: . o R S 7
WTe;z;e; except income taxes o - 851 596
Employméh{cioisrtgr o 7 - - 832 805
Other - ) 3,553 2,376
Iﬁcome takes a N . 1,366 1,190
Dividends payable - 3979"' 318
B Total current liabilities o 11,360 8,943
longtermdebt B B ] T 15285 13.646
Deferred income taxes o o 1,316 - 897
Other liabilities - - 3,499 2,622
~ Total consumer products liabilities 31,460 26,108
‘inancial é;rvicesiz{nd real e:;téte B - -
~ Short-term borrowings 724 633
Long-term debt - 836 905
Deferred income taxes 1,382 1,111
O{I;er Iiak;irlities N 220 200
Total financial services and real estate liabilities 3,162 2,849
Total liabilities - B - 34,622 28957
:Qntingeﬁgies (Note ‘5) B B - B )
-tockhoiders’ Equity N _ o - o
‘ommorn st(;cil::i. ba_r ‘.'aﬁﬁe $1.00 pieirjsh_arre (553;5320}39 shares issued 935 . 93
émings re{r;/erggegm_trlembp_si_ipersg - L o 10,960 9,079
urrenc&génélation adjustmentsr ) 561 43
- B - L 12,456 10,157
Less cost of treasury stock (9,101,348 and 6.790.848 shares. 509 588
Total stockholders' equity . - 11,947 9,571
TOTAL LIABILITIES AND STOCKHOLDERS ECUITY $46,569 828,525

£96995090¢
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:OﬁSOﬁd&t&d Statements Of Earnings in mullicns of coliars. 2xcest Z2r snare zata

r the vears ended December 21, 1990 1389 1588
perating revenues $51,169 44080 331.273
ost of saies 24,430 21,168 13,385
xcise taxes on products 6,346 3,748 5,382
Gross profit 19,893 16,464 11,326
larketing, administration and researcn ¢ssis 11,499 3,220 7,304
mortization of goodwill 448 385 125
Operating income 7,946 3,759 4,397
terest and other debt expense, net 1,635 1731 a7h
Earnings before income taxes and cumuiative 7
effect ofaccounting change 6,311 SRESE] 3.727
rovision for income taxes N 2,771 2.2 1563
Earnings before cumulative effect of accountinz change 3,540 2,340 2004
umulative effect of change in method of ) -
accounting for income ‘axes 273
Net earnings $ 3,540 BESRER T 5 2.337
ar share data:
Earnings before cumulative =ffect of accountinz change 3 3.83 3 3.8 5 222
Curmnulative effect of accounting change ' 28
Net earnings ' 5 3.83 3348 5 251
‘e notes to consolidated financial statements.
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Consolidated Statements of
SiQCkhOIdersa Eq‘.ﬁty TTUNHONS TP I0HArs 2XCert Sor share tala.

Earnings Currency Totai

Additional Reinvested Translation Costf Stock-

Commoen Paid-in inthe Adjust-  Treasurv noiders

) o Seek Capital Susiness - menis  Jtock Uity

Balances. January 1. 1958 3240 3272 38437 3146 3272, 53,523

Net earnings o o 2.337 _ ‘

[ )

52
B 33
Exercise of stock opticns, units 28

Cash dividends deciared

S1.01 per share i ) 941 o A4t

Currency transiation adjustments

‘including income tax B S S L .

provisions of $26) o o ) 20
Stock purchased 339 559

Balances, December 31, 1253 o 240 232 7833 Lty .73 TaTS

Net earnings

to
o«
NS
s
1
[y
v
[w

Exercise of stock options units B o } i_
and issuance of cther stock . o ] .
awards prior 10 stecx split N _35) . L 22
Cash dividends ceclared e
e I O - m - - . . LR s, hassc PSP PN P = SR Poe -~}
51.25 per share 1.159) 2590
e - - P = - . s z "L S S 2N -
Four-for-one stock splic o o2 alny o ATEY . - —
Exercise of stock opticns, uniis
- . St BT
and issuance of other stock
- - e - - P e - - — . - — ddmi . A . .
awards after stock split . » ) .83) LR T
Currency translation adjustments _ ) o o -
‘retof income tax ) _ ™ )
provisions f 34} : 26 23
Balances, December 31, 1983 ) 235 - 9,079 43 23 3,571
Net earnings ) : B o 03,540 L 3.540
Exercise of stcck options. units 7 . o o - i}
and issuance of otherstock . , N e N
awards ) ) o L (218) L 298 - 80

Cash dividends}jgcﬁlg{ed i

$1.55 per share (1,432) (1.432)

- — e S, — . o e i vive  cugs ame,

Currency translation adjustments

H

fincluding income tax B B o o o 7 7
benefits of 317) _ o o - 418 - 418
Stock purchasedr B . o . 7 @2 (221)

b

Other ' 9 9
Balances, December 31, 1290 $935 5 — $10,960 $561  $(509) $11,947

See notes to consolidated dnancial statements.
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CO“SO“dated Statements Of CaSh F]OWS amiilicns or zoaars

b

-

rthe vears ended Decemper 31, 1990
sash Provided By {(Used in) Operating Activities '
vet earnings —Consumer products 3 3,400 3
—Financial services and real estate - - 140
Net earnings 3,540 2

\djustments to reconcile net 2arnings w0 -perating cash flows:

“onsumer products

Depreciation and amortization 1,367

Deferred income tax provision 108

Restructuring charges

Gain on sale of investment in Rothmans inernaticnai p.l.c.

Gains on sales of businesses - ) (104)

Cumulative effect of change in method -f aczaunting for income taxes

£

Cash effects of changes, net of the 2ffects {rom aczuired companies: S
Receivables. ret - (249)
Invertories o - - (699)
Accounts payable o 7 S ' 100
Gther working capital items - o 7 730
Other " ' 378
‘inancial services and real estate '
Deferred income tax provision 7Y )
Cumulative effect of change in methad of accsuniing or income taxes AL
Decrease in real estate receivables 32 13
Decrease (increase) in real estate held for a:'e‘.'eil:.pméﬁt andsale 7 (41) 108
Other. - - (54) nd
Net cash provided by operating ac:vities 3,385 3083
;ash Provided By {Used In} Investing Activities
‘onsumer products
Purchase of Jacobs Suchard AG, net of acquired cash of 3823 (3.116)
Purchase of Kraft, nc., net of acquired cash 2f 3380 in 19858 ' (1D
Purchase of other businesses, net of acjuired cash ' ' (160)
Proceeds from sales of investments anc busiresses ' 7 - 158
Capital expenditures (1,353)
Other S ' 246
inancial services and real estate o - 7 -
[nvestments in finance assets ' (523)
Proceeds from other finance assets _ . 111
Other ) (1w
Net cash used in investing activities (4,668)
Net cash provided by ‘used in) operating and investing activities $ 719

e notes to consolidated financial staterrents.

069950907
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Cash Provided By {Used In) Financing Activities

Consumer products

Net issuance repayment) of short-rarm Sorrowings § (994)

Long-term debt proceeds 3,562 .

Long-term debt repaid 7 S o (L778)
Purchase of treasury stock o L L (22D .
Dividends paid L L o (1,351 G ioh
[ssuance of shares - o o 80, .03
Other B e
Financial services and real estate B 7 L e .
Net issuance {repayment) of short-term borrzwings ) 8L o
Long-term debt proceeds B 7 o L .
Long-term debt repaid (132) 20
Net cash provided by (used in} financing acivities oy RETRY
Effect of exchange rate changes on cash znc casn equivaients 100 14
[ncrease (decrease) in cash and cash equivalents o B 28 30)
Cash and cash squivalents at beginning of ~ear 118 153
Cash and cash equivalents at end of vear 3 146 313 3
- e TP _ e e e 5 L EE B XM . s
Cash paid: Interest—Consumer products 31,5311 S 1 5 35389
—Financial services ard rez. =siate $ 100 S90 5 0
[ncome taxes , 32,027 3 1303 3 1088

1L6995090C



{otes 1o Consoilidated Financiail Statements

ote 1. Summary oi Significant Accounting Policies:

1sis of presentation:

e consolidated financial statements include all significant
ibsidiaries.

Balance sheet accounts are segregated by two broad types of
isinesses. Consumer products assets and liabilities are classi-
:d as either current or non-current, whereas :he accounts of
1ancial services and real estate are unclassified, in accordance
‘th respective industry practices.

Certain prior years’ amounts have been reclassified to contorm
'th the current vear's presentation.

1sh and cash equivalents:

ish equivalents include demand deposits with banks and all
ghly liquid investrnents with original maturities of three
onths or less.

ventories:
ventories are stated at the lower of cost or-market. The last-in.
st-out (“LIFO™} method is used to cost substantiaily all domes-

ote 2. Acquisitions:

1 August 16, 1990, the company's wholly-owred subsidiary.

aft General Foods. Inc. purchased Colima Holding AG. the prin-
»al asset of which was a controlling interest in Jacobs Suchard
3, a Swiss-based cotfee and confectionery company. In Septem-
r 1990, a tender offer was completed for substantially all of the
maining publicly held interests of Jacabs Suchard. KGF retained
rtain coffee and confectionery operations of Jacobs Suchard

d sold to the former owner of Colima certain assets vhich

»uld not fully integrate into the KGF structure, including the
lustrial chocolate business, the Canadian coffee business, por-
ns of the U.S. confectionery business and interests in three
‘eign banks. The acquisition has been accounied for as a pur-
ase and, accordingly, cperating results of Jacobs Suchard have
en included in the consolidated operating results of the com-
ny since acquisition. The aggregate purchase price. net of
wounts received for businesses sold, was 34.1 billicn which was
anced with the company’s credit facilities, internally generaied
1ds and a SFr 250 million note pavable.

The estimated fair value of assets acquired and liabilities
sumed totaled $3.0 billion and $2.4 billion, respectively. The
cess of the purchase price over the estimated fair value of the

t assets purchased was approximately 33.5 billion and such
cess is being amortized over 40 years by the straight-line

:thod. The allocation of the purchase price is based upon pre-
linary estimates and assumptions and is subject o revision

ce appraisals, evaluations and other studies of the fair value of
racquired assets and liabilities have been completed.

tic inventories. The cost of other inventories \s determined by the
average cost or first-in, first-out methods. it is a gererally recog-
nized industry practice to classify the totai amount of leaf tobacco
inventory as a current asset aithough part of such inventory,
because of the duration of the aging process. ordinarily would not
be utilized within one vear.

Incomne taxes:

Effective January 1, 1988, the company prosgactively adopted the
methed of accounting for income taxes prescribed by Statement

of Financial Accounting Standards No. “SFAS™: 36, ‘Accounting
for [ncome Taxes.” See Note 10.

Depreciation and amortization: .

Depreciation is recorded by :he straight-line methed. Substan-
tially all goodwill and other :ntangible assets are amortized by the
straight-line method, principally over 40 vears.

Had the acquisition occurred at the beginning of 1990 and 1989,
pro forma operating revenues, net earnings and earnings per
share would have been appreximately $32.7 billion, 33.4 biilion
and 33.74, respectively, for the vear =ndec December 31, 1290 and
347.3 billion, $2.7 billion and 32.89. respectivaiy, ior the vear
ended December 31, 1989.

On December 7, 1988, Krai®. Inc. became a wholilv-owned
subsidiary of the compary. The purchase 2f 2utstanding shares,
retirement of employee stock options and other reiated payments
totaled approximately $12.9 billion. The acquisition has been
accounted for as a purchase and, accordingly. operating results
of Kraft have been included in the consolidated operating results
of the company since acquisition. The purchase price exceeded
the fair value of the net assets acquired by 312.2 billion and such
excess is being amortized cver 40 vears by the straight-line
method. The fair value of tang:bie assets acquired otaled
35.5 billion and long-term debt and other liabiiities assumed
totaled $4.3 billion. Had the acquisition of Krait occurred at the
beginning of 1988, pro forma operating revenues. net earnings
and earnings per share wouid have been approximately 543.0 bil-
lion. 31.5 billion and $1.63, respectively.

Pro forma results are not necessarily indicative of what actually
would have occurred if the acquisiticn had been consummated at
the beginning of each vear, nor are they necessarily indicative of
future consolidated resutts.
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Mote 3. Restructurings and Divestiture:

In 1989 General Foods Corporation "wvas combined with Kraft to
form KGF. The company charged 3179 miilion against pretax
income which was primarily for costs of this merger. [n addition,
the company sold its equity investment in Rothmans International
p.l.c. for £610 million 10"+ notes maturing in 1994, generating

a pretax gain of 3455 millicn. These notes were subsequently sold
with recourse for approximately 3850 million. The net impac! of
these items was an increase in earnings before income taxes, net
earnings and earnings per share of 3276 millicn, 3152 millicn and
$.16, respectively.

Note 4. Inventories:
The cost of approximately 56% of inventories in 1990 and 80% of

inventories in 1989 were determined using :he LIF2 method. The
stated LIFO values of inventories were approximatelyv $880 millicn

[n 1988 the company provided for restructuring costs at General
rocds. As a result of this restructuring, certain facilities were
combined and overhead costs were reduced to achieve operating
efficiencies. This restructuring reduced earnings before income
taxes, net earnings and earnings per share by 3348 miilion,
$212 miilion and $.23, respectively.

and 5770 million lower than the curren: cost of inventories at
December 31, 1990 and 1989, respec:ivelv.

Note 5. Short-Term Borrowings and Sorrowing Arrangements:

At December 31, the company’s short-terrn porrowings and related
average interest rates consisted of the foilowing:

2 . o e

1990

559
Amoun Average Amount Averagew
rin millions) ) Cutstandirg rear-End Rate Outstanding Year-End Rate
Consumer products: N X
Bankloans 3 1,661 0 9.2% ) T1.3%
Commercial paper 4,576 8.4% B 3.8%
Amount reclassified as ‘ong-term debt (5,203)
$ 1,034
Financial services and real estate: ) o - ) o L
Commercial paper 3 724 8.2% 3 233 $.3%

The company maintains credit facilities with a number of lend-
ing institutions, amounting to appreximately $17.2 billion at
December 31, 1990. Approximately 313.3 biilion of these facilities
were unused at December 31, 1990. These facilities are used for
acquisitions and to support the company’s commercial paper ber-
rowings and are available for other corporate purposes.

The company’s credit facilities include a revolving bank credit
agreement expiring in 1993 for 312.0 billion which enables the
company ‘o refinance short-term debt on a long-term basis.
Accordingly, short-term borrowings intended to te refinanced
have been reclassified as long-term cebt.

Certain of these facilities limit pavment of cash dividends and
the purchase, redemption or retirement of capital shares and, or
require maintenance of a fixed charges coverage ratio. At Decem-
ber 31, 1990, approximately 32.0 biilion of 2arnings reinvested in
the business was free of such restrictions.
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iotes -continued;

ote 6. Long-Term Debt:

December 31, the company’s leng-term debt consisted of the following:

1 millions) ) ' - 1990 1389
nsumer preducts: 7 o
Short-term borrowings, reclassified 3 5,203 B $18.052
Notes, 7% to 13.8% (average offective rate 3.22%, due through 2009 7,518 5.497
Debentures, 3% to 10.75% {average sffectiverate (2.05%0, 7
$1.7 biilion face amount, due through 2017 7 ) B 1_,_35%7 o 2110
Foreign currency obligations: ) .
Swiss franc, 3%% to 8%s%, due through 2005 7 828 491
Deutsche mark, 234% to 6%, due through 1997 435 304
Japanese yen, 5%% and 6" 2%, due 1992 and 129! - 249 239
Other j ' 7 210 a2
Other ' o 321 332
16,148 14,398
Less current portion of long-term Jebt, net of 31.4d siilion ) o _
reclassified as long-term debt in 1989 - . (863) 752
315,285 513.646
1ancial services and real estate: _ _ - N
Netes, 3.25% to 12.25% (average rate 9.5+, due through {993 o - ) $ 125 50200
Zero coupon bonds. 13.3% effective rate, 3270 miiiion face amount. due 1994 ‘ 130 . 1S
Foreign currency obligations: '
Swiss {ranc, 414% and 4° 479, due 1393 and 1998 285 230
Sterting, 11 5%, due 1993 149 120
Other 147 240
$ 836 $ 905
e company has entered into currency and related interest rate The company is exposed to credit loss in the event of non-
-ap agreements with third parties 10 manage =xposure to inter- performance by the other parties to the swap agreements.
t rate and currency movement on certain obligations. As a However, the company does not anticipate nonperformance by the
sult, the effective interest rates and currency der.ominations counterparties.
ay differ from those set forth in this note. The aggregate notional Aggregate maturities of long-term debt, excluding short-term

incipal amount of these swap agreements outstanding at
:cember 31, 1990 was $1.5 billion. The aggregate maturities of

borrowings reclassified as long-term debt, are as follows:

2 notional amounts of these arrangements are as follows (in mil- Consurner Financial services
ns): 1991-3154:; 19925729 1993-3408 and 1996-5196. Market (in miltions) products and real estate
lue gains and losses on these swap agreements are recognized 1991 S 363 5 13
d offset the related foreign exchange gains and losses on the 1592 528 - "
‘eign currency denominated debt. - e -~ -
[n addition, at December 31, 1990, the company had interest 1993 95 i 405
‘e swap agreements with an aggregate notional principal 1994 951 200
tount of $2.4 billion. These arrangements, with a weighted aver- 1995 1.480 149
e maturity of 1.2 years. crovided a weighted average interest 19962000 1% e
2 of 9.0%. The differential to be paid or received on these swap - - S — -

reements is included in interest and other debt expense. net as 2001-2005 ) i _

‘erest rates change over the lives of the respective agresments. The revolving credit facility under which the short-term debt was

reclassified as long-term debt expires in 1993 and any amounts

then outstanding mature.
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Note 7. Capitai Stock:

Effective September 15, 1989, outstanding shares of common
stock were split four-for-one. All references in the financial state-
ments to weighted average numbers of shares and related prices,

per share amounts and stock plan data have been restated to
reflect the spiit. Shares of authorized common stock are 4 billion;
issued, treasury and outstanding were as follows:

Issued Treasury Outstanding
Balances, January 1, 1988 239,618,948 (2,992,463} 236.626,485
Exercise of stock options/units 661,760 661.760
Purchased (6,257,300) (6,257,300)
Balances, December 31, 1988 239,618,948 (8,588,003} 231,030,945
Exercise of stock options/units and issuance of other stock awards
prior to split 869,552 869,552
Four-for-one stock split 695,701,491 §95,701,491
Exercise of stock options/units and issuance of other stock awards
after split 927,603 927,603
Balances, Decemnber 31, 1989 935,320,439 (6,790,848" 9287,529,591
Exercise of stock options/units and issuance of other stock awards 3,384,700 3,384,700
Purchased (5,695,200) (5,695,200)
Balances, December 31, 1990 935,320,439 {9,101,348)

At December 31, 1990, 31,369,842 shares of common stock were
reserved for stock options, stock units and other stock awards
and 10,000,000 shares of Serial Preferred Stock. $1.00 par value,
were authorized, none of which have been issued. '

In 1989 the company distributed rights for each outstanding
share of its common stock. The rights are not exercisable and
trade automatically with the common stock until ten days after
public announcement that any person has acquired 10% or more
of the company's common stock or ten business days after any
person announces a tender offer for 10% or more of the com-
pany’s common stock.

When exercisable, unless a person has acquired 10% or more
cf the company’s shares, each right entitles the holder to buy
from the company one share of common stock for the exercise
price (currently $150). If the company is therearfter invoived
in a business combination, the rights will entitle holders o buy

Mote 8. Stock Plans:

Under the 1987 Philip Morris Long Term Incentive Plan. the com-
sany can grant to eligible employees stock options, stock
ippreciation rights, restricted stock, deferred stock, stock pur-
chase rights and long-term performance awards. Such grarts
nay be for cash and up to 32 million shares of comman sick.
Under previous option plans, eligible emplovees wers granied
ptions to purchase common stock of the company at marke:
srices on dates of grant. Under one such plan. units were grarn:ad
~vhich permit the holder to purchase shares of commcan siock at

926,219,091

shares of the acquiring company having a value of twice the exer-
cise price. If any person acquires 10% or more of the company’s
comrnon stock, the rights will entitle hoiders {other than such
person) to buy shares of the companv's common stock having a
market value of twice the exercise price. Following the acquisi-
tion by any person of more than 10% but less than 30% of the
company's shares, the company may exchange one share of
common stock for each right (other than rights heid by such
person).

The company may redeem the rights for 3.01 per right before
any person acquires 10% or more of the company’s common
stock. The rights expire on October 25, 1999 unless earlier
redeemed or exchanged. At December 31, 1990, 963,401,420
shares of common stock were reserved for issuance upon exer-
cise of the rights.

market prices on dates of grant or {0 receive the appreciation
value (the excess of the market price at the date of exercise over
the market price at the date of grar:: in the form of stock or stock
and cash. Appreciation value may e received with respect to the
equivalent of 30% of the units grar.:ec. 7

At December 31, 1990 and 1959, options and units were exer-
cisable for 16,177,150 shares and 12,300,164 shares. respec-
tivelv. Shares available 10 be granted at December 31, 1990 and
1989 were 9,021,081 and 15,085.712. respectively.
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lotes (continued)

>te 8. Stock Plans {continued):

tions/units activity was as follows for the vears enced December 31,

1990  osa ] 1983
ance, Seginning of year 19,942,060 6317533 15.105.134
Granted 6,200,346 T80T 1373652
Exercised (3,619,610) 3.32:.384 3017284,
Cancelled (174,735) 280180, D024
ance, end of year 22,348,361 19.342.360 .6,317.323
1ge of exercise prices at vear-end $6.43-335.42 56.43-322.28 £4.07-322.38
nt prices $46.94 and 347.00 335.42 ard 338.38 52 ana 320.39

1990, 1989 and 1988, the company granted 73,000 shares.

2,000 shares and 33,332 shares, respectively, of resiricted ste
>fficers and key emplovees, giving them in most instances all
rights of stockholders. except that they may not s2ii, assign.

te 8. Earnings per Share:

‘nings per common share have bean calculated cn ine weighted
'rage number of shares of common stock outstanc.ng for each

pledge or otherwise encumber such shares. and =uc‘*1 shares are
subject to forfeiture in certain events. At Cecember 31, 1890,
restricticns on 616,334 shares remain, net i forferures. and will
lapse'in varving amounts through 1996.

€40
(o)
—
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-
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year, which was 925,190,333, 326.320.310 and 2.
1990, 1989 and 1988, respecmel}:

te 10. Pretax Earnings and Provision for Income Taxes:

active January 1, 1988, the compary prospectiveiy acepted the
wisions of SFAS 96 and changed its method of c:n‘.putmg

‘erred income taxes from the deferred methed used ir prior

irs. The adoption of SFAS 96 increased 1988 net 2zarnings and
‘nings per share by 5213 million ard 3.23, respec:ively.

(he curnulative effects as of January 1, 1988 of adcpting SFAS
were decreases in deferred income taxes of 3736 million and
»dwill of 3463 million, and an increase in 1938 r2: earnings and

I}

earnings per share of 5273 million a2nd 3.2%. respectively. Pur-
suant to the provisions of SFAS 25, such cum iazive etfects at
adoption included 3105 millicn cf excess Jeferred tax benefts,
which have subsequently reversed. A.pol ol r\Fls 26 during
1988 decreased earnings before cumuiati 2 2f accourting
change by 360 million (3.06 per share,, res: rimartly from
the reversal of the aforementioned axcess eferred tax benefits
recorded upon adeption of SFAS 26.

~ =

1990 [23%

millicns) B i fuse
- tax-earnings: )
United States $4,743 $5.187
Qutside United States 1,568 S
Total pretax earnings 36,311 35,033 33.727
vision for income taxes: B . .
United States federal: ) o .
Current $1,481 SLO8 3 335
Deferred ) 350 223 203
1,831 A 1138
State and ocal 332 282 191
Total United States 2,163 {934 {322
Outside United States: - o L
Current B - 573 5 I
Deferred 35 43 63)
Total outside United States 608 413 334
Total provision for income taxes $2,771 32,112 31,863

.

y
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At Becember 31, 1990 applicable United States ifederai income abroad. If these amounts were not censidered permanently rein-

taxes and foreign withholding :axes have not been provided on’ vested. additional deferred taxes of approximately 5120 miliicn
approximately 51.3 billion of accumulated earnings of foreign would have been provided.
subsidiaries that are expected 0 be permanentiy reinvested
The effective income tax rate on pretax zarnings differed {rom e
L.S. federal statutory rate for the following reascns:
1990 1939 . a8
- - PN Pa— P ‘ - P P
.in millions) ) Amount ¥ Amount Kl _ Amount Y

31267 21 )%

32,146 34.0% 720 3400

Provision computed at U.S. federal statutory rate

Increases {decreases) resulting from: ] ) . e

State and local income taxes, net of

feceral tax benefit . ) 215 3.4 ] 13l . 118 )
Repatriation of foreign 2arnings L 7 ) . 82 Lo, 3 . s
Excess deferred tax benefits o 7 38 08 Y - 420

Rate differences —foreign operations 66 1.1 -8 " LR

Goodwill amortization - 146 2.3 . I.IS L 43 [

Other 98 1.3 2 30T
Provision for income taxes 52,77 13.9% 32002 41.3% S1503 30
Deferred income tax assets (liabilities} included in the
consolidated balarce sheets were as foliows:

] Censumer products Financiai services and real 2state "
December 31, December 31,

in miilions) 1990 1989 _ L. leso_ 193¢
Dther current assets o 5 619 3287 . e 5 — .
ncome taxes o S L () ; e )
Deferred income taxes (1,318) (1,382 LU

$§ (701) 3(1,382) S(LL
The major types of temporary differences that give rise to de- the book and tax bases of property, plant and equipment, invest-
erred income tax assets and liabilities are differences between ments in finance leases and accrued liabilities.
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lotes cnuniec;

ste 11. Segment Reporting:

bacco, food, beer. and financial services anc reai estate are the
jor segments of the company’s cperaticris. The czmpany's
nsolidated operations outside the Unitec States. which are
ncipally in the tobacco and focd businesses. are organized into
agraphic vegions by segment. with Zurope the most significant.
ersegmment transactions are not reported separaely since they

» not material.

“or purposes of segment reporting, cperating profit is operat-

1 income exclusive of certain unailocated corpeorate expenses.

See Note 2 regarding the acquisitions of Kraft and certain opera-
tions of Jaccbs Suchard and Note 3 regarding food restructurings
and the sale by the company’s tobacco business of its investment
in Rothmans. Substantiallv all goodwiil amortization is attribut-
able to the food segment.

Identifiable assets are those assets appiicable to the respective
industry segments. Reportable segment data reconciled to the
consolidated financial statements were as iotlows:

1990

"a by Segment ‘or the vears ended December 31, in muilions) 1925 1958
2rating revenues: B o
Tobacco - $21,090 3lnaae 516,378
Food 26,085 22373 10,398
Beer ] - 3534 331 3477
Financial services and real =state ) 460 28 '3227»
Total operating revenues 551,169 3440080 331,27
srating profit: ) i
Tobacco ) ] 5 5,596 S 082 5 3,548
Food 2,205 Laa 302
Beer B 285 s 20
Financial services and real astate 196 7z ot
Total operating profit 8,282 Rt 4.33)
Unallocated corporate expenses 336 222 w3
Operating income 5 7.946 55,789 5 4.087
atifiable assets: _ )
Tobacco $ 7,644 5378 5 30t
Food ] 32,336 25,983 2437
Beer B 1,612 o L5E:s 1,823
Financial services and real estate i B 3.886 3440 3.189
B 45,478 37788 35.603
Corporate assets 1.091 T3 1,2a7
Total assets , $46,569 $38,523 336,280
Sreciation expense: B ‘ )
Tobacco } - s 282 5 248 ES
Food - ] 438 N 22
Beer 141 137 138
Financial services and real astate ) R 1 2 4
Jital additions: B o ) o -
Tobacco ) § 324 5 422 3 487
Food ] 860 BN 434
Beer ) 99 30 3

| S '
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Data by Geographic Region for the vears enced Decemver 31, .in miilions; 1990 L. 1389 1938
perating revenues: - . L ey - -
United States —domestic o 533,086 = 330390, 320,617
—export 2,928 ) 1,363
Europe _ 12,474 -5 3,180 7,078
Other 2,681 2742 1715
Total operating revenues 851,169 S44,050 331,273
Operating profit: 3 ] i
United States 5 6,715 53973
Europe . - 1,173 +43
Other 394 283 166
Total operating profit B 8,282 g W0 4,580
Unailocated corporate expenses 336 252 193
Operalting income § 7,946 23,759 S 4397
[dertifiable assets: o i L . o
- United States . i $32,968 $30.638
Europe " ) 10,906 3,604
Ctrer 1,604 1,421
45,478 35,663
Carporate assets 1,091 1.297
Total assets $46,589 536,260

Note 12. Retirement Benefit Plans:

Pension Plans
The company adopted SFAS 87 for its U.S. persicn plans in
1986 and for its non-U.S. plans in 1989.

The company and its subsidiaries sponsor serncontributery
defined benefit pension plans covering substantially all L.S.
employees. The plans provide retirement berefits ‘or salaried
emplovees based genrerally on years of service and compensation
during the \ast years of emplovment. Retirement Cenents for
hour!v employees generally are a flat dollar amcunt for each vear
of service. The company funds these plans in amounts consistent
with the funding requirements of federai law and regulations.

LS. Plans
Net pension cost consisted of the following ccmpenents:

Pension coverage for smplovess of the company’s non-U.S. sub-
sidiaries is provided. to the extent ceemed aprropriate, through
separate plans, many of which are governed bv local statutory
requirements. The plans provice gension benetits that are based
primarily on vears of service ard emplovees’ salaries near retire-
ment. The company provices {cr obligations under such plans by
depositing funds with trustees or purchasing insurance policies.
The company records iiabilities icr unfunded foreign plans.

(in millionss} - o 1983
Service QQﬁsj:p’epeﬁt'sheamed during the vear o $ 141 $ 102
[nterest cost on projected benefit obiigation 315 216
Return on assets —actual _ ) 263 SR
- —deferred gain (loss) . (671) 108
Amortization of net gain upon adoption of SFAS 27 (28) (28)
Net pension cost $ 20 5 6

A
Uy
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lotes conunued .

ote 12. Retirement Benefit Plans {continued):

e funded status of L3, plans at December 31 was as {oilows:

millions. 1990
:uarial present ~aiue of accumuiated zenefit sclizausn—vested $2,948

—nenvested 230

3,178 1023
nefits attributabie 10 projected saiaries . 898 24
siected benefit sbligation 4,076 LT
:n assets at ‘air value 4,684 S
:ess of assets over projected benefit ociigaticn 608 S
amortized net zain upon adopticn of SFAS 27 (289) ST
recognized prior service cost 16"
recognized net “gainj loss from =xperierce diffarercss 53
Prepaid pension cost ] 3 339 T ozl2
e projected benefit vbligation at December 3 . 1980 and The company and certain 3f .5 subsidiaries sponsar deferred
38 was determined using assumec msccunt rates .,r S‘ profit-sharing plans covering zsrain salared, nonunion and
4 82%, respectively, and assume< zcmpensaticn increases f union emplovees. Contribut s COsts are ge erally deter-
110 7%, 8% 10 7% and A% o T' 23+, respectively. The assur*‘ed mined as a percentage of consciidaied pretax =arnings, as

1g-term rate <f return on plan assets was 9% at December 31 defined by the plans. Certain l‘tne r subsidiaries of the company
30. 1989 and 1338. Plan assets consist principal.y of commen also maintain defined contributicr pians. ~_rroumb charged to
ick and fixed income securities. expense for defined centribution piars aied 2209 miilion,

5180 million and 3136 miilicn in 1990, '983 and (388, respectively,

n-U'S. Plans

t pension cast in 1990 and 1989 ccnsisted of the fzicwing components:

miilions’ o ' T res o gmEe

vice cost—benrefits sarned during the vear - T s 41 333

2rest cost on orojected berefit obligation - ’ 82 - 33 -

urn on assets —ac:ual ' o - ' 25 - 32 B
_deferred gain Joss’ ' ' - o0y

:ortization of net gain upon adoption 21 SFAS 37 - » ) 2) o 20 )

Net pension cost 3 46 333

e effect of the adoption of SFAS 87 for non-U.3. plans was nct significant. Pension cost for 1988 was 333 miliion.

-
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The funded status of :e non-U.S. plans at December 31 was as follows:

Assets txceed Accumuiateg Benefits
_ e Accumulated Berefits < .. wceed Assets -
in millions) . L 1990 {989 1990 1389
Actuarial present vaiue of accumulated benefit blization —-ested $. 738 3452 i 3 460 3239
—onvesied 78 34 +4 20
o o L o 838 436 ) 304 223 -
Benefits attributabie ‘o projected salanes 280 194 106 33
Projected benefit obligation B 1,116 38U 810 252
Plan assets at fair vaiue 1,174 336 48 25
Plan assets in excess of (less than) projected perefit toligation 58 156 e (582) 23T
Unamortized ret (gain; ioss upon adoption 7‘:[7:5.3.: 2T N i} (28 34 - 7 B
Lnrecognized net (gain! ioss from experience <iffersrces 38 B0 27 4
Prepaid “accrued® pension cost 5 7 392 3(527) SiZ40
The assumpticns used in 1990 anc 1989 wera 23 ‘oilows:
e . s oo '
) ; 1990, e 13989
- - == - - - AT g e
Discount rates ) o o . 6.0% to 11,0% L 120101000
Compensation increases . 0 . oo 930

Long-term rates of return 2n plan assets

=S L,
EIPREA IR L

lan assets consist primarily of com

Other Postretirernent Benerits
The company and its domestic subsidiaries orovice certain heaith
care and other benefits to substantiaily ail retired empliovees
The costs of such benefits are expensed gererai.y as incurred.
although liabilities for vested benefits were reccrdec in conrec-
tion with the acquisitions of General Foods and Xraft. Amounts
charged to expense related to such benefits nave not been
significant.
Statemnent of Financial Accounting Stancards .\'o 108,
"Emplovers’ Accounting for Postretirement Zereits Other Than

Note 13. Contingencies:

There is litigation pending against the leading United States
cigarette manufacturers seeking compensatory and. in some
cases. punitive damages for cancer and other hezith efiects
illeged to have resulted from cigarette smexing. Philip Morris
incorporated, a wholly-owned subsidiary of the company. is

1 defendant in some of these actions. it is not possible 1o pre-
iict the outcome of this litigation. Litigation i3 subject ‘o many
incertainties and it is possible that some of these acticns could

moen stock and dxed income securities.

Pensions.” was issued in 1990 and requires companies (o
the cost of such benefits during the cmym 223 seriod of service,
The standard must be adopted no iater :h ré C
plans and 1995 for foreign plans. Upeon adcouen. Smpanies may
recognize the additional liability either immediatelv or prospec-
tively over not more than twenty vears. At cresent, (e company
plans to adopt SFAS 106 prospectively in 1353, The company cur-
rently estxmates that adoption of : he smrc: r2win .ncrease annua
rermined.

be decided unfavorably to PM [nc. An acverse ceve:cpment in
pending litigation could encourage the commencement of addi-
tional similar litigation. All such actions are and wiil be vigor-
ously defended. However, managemen: does not ceiieve that this
litigation will have a material adverse effec: :pon ‘he financial
condition of the company.

The company is contingently iiable tor rart

notes maturing in 1994, sold with recourse :
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iotes connued;

ote 14. Additional information:

» miilions}) B e L

ars ended December 31: 1990 o 19sE 1538
oreciation expense $ 877 S 730 3612
nt expense § 283 5 209 5120
search and development =xpense 3 344 5 313 3245
erest and other debt expense. net: o M ' - R

Interest expense 31,746 51,789 STI9
Interest income (111) (38, 39)

$1,835 51,731 3672

erest expense of financial services » . .

and real estate operations inciuded in cost of sa.es § 93 5 31 5023
December 31: 7 . 7 ) . »
crued marketing costs 31,398 5 98 i

ote 18. Financial Services and Reai Estate Operations:

iilip Morris Capital Corporaticon is a wheily-2wned subsidiary of
¢ company. PMCC invests in third-par:y leveraged and direct
1ance leases and securities of third par:ies and engages in vari-
15 financing activities for customers anc suppiiers of the com-
ny's subsidiaries. Additionally, PMCC is engaged through its
wlly-owned subsidiary, Mission Viejc Company, in end plan-

ndensed balance sheet data at Decamber 31 {oilows:

ning, development and sales. )

Pursuant o a support agresment, the com.gany has agresd to
retain ownership of 100% of the voting stock of PMCC and make
pericdic pavments :0 PMCC o the extent necessary to ensurs that
earnings available for fixed charges equal at east 1.23 times its
fixed charges.

 millions) B B R
Finance leases 7 B . 83526
Other investments 1,208 1133
o o 4734 3580
Less unearned income and ailowances 1,449 [
Finance assets.net ] o 3,285 e
Real estate held for development and saie B ) s 283
Goodwill, net of accumulated amortizaticn o .3 39
Other assets 209 222
Total assets $3,951 53,221
tbilities and stockholder’s equity - B e
Short-term borrowings ;__ § 724 - 5 833
Long-term debt o - 836 5
Deferred income taxes 1,382 . Ll
Other liabilities - 225 200
Stockholder’s equity 784 B8
Total liabilities and stockholder’s equity . $3,951 53,231
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The 2mounts shown above include receivables zna pavables with other subsidiaries of :he company as foilows:

in mullions) - e 1989
rinance assets, net n 544
Other assets 47

Sther iabilities

These amounts were eliminated in the ccmpany's consolidated balance sheets.

Finance leases consist of investments in :ransgeoriation. telecom-
munications, commercial equipment arc ‘acilities. Rentals
receivable for leveraged leases represent unpaid rentals less prin-
cipal and interest on third-party nonrecourse cebt.

Condensed income statement data follows for ine vears enced December 31,

Other invesuments censist primarily of zreferred stock and reai
estate and commercial racaivables.

“in millions; L e ) ) 1990 1239 1288
Revenues: o o 3 _— 7
Financial services . ) ) 3223 3193
Real estate 7 245 45;3
Total revenues - . i #86  e0 5ad,
Expenses: 7 ] i L . . v s me
Financial services o L 413 Lo tod [viy
Real estate 153 244 357
Total expenses 266 KRS 484
Earnings before income taxes and ;_;jnruiat;'.'e' zifect of acceunting change o . e d 190
Provision for income taxes 45 37
Earnings before cumulative effect of accounting change e - . N 23
Cumnulative effect of change in method 2f acccunting 'or \ncome “axes 41
Net earnings $140 3it9 Siod
Note 16. Quarterly Financial Data {Unaudited):
.,,. - o iwQuures
(in millions, except per share data) o L ) st 3r& 4th
e e - e aTa foema @it I SR PN L W - TR il
Operating revenues $11,38 312,740 312,818 $14.223
Gross profit § 4,345 5 5,113 8 5,086 3 5.349
Net earnings 3 775 5 948 $ 937 5 380
Per share data: L L e am o e 7 )
Net earnings 5 .84 5 1.03 3 1.01 3 .95
Dividends declared § 344 $ 344 3 130 s 430
Market price —high - o8 43§ AT 8 507 5 52
7;lov‘w $ 36 $ 39 3 41 $ 44
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{otes -conciuaed)

ote 16. Quarterly Financial Data {Unaudited) {continued):

989 Quarers

: miilions. 2xcept pef share data) 'st Rigln ord Ath
serating revenues S12.610 311420 FIR ) S13.364
nss profit 3 3,354 5 4.238 3 4EE 34973
T earnings 33590 5T4E TT43 3 iR3
r share data:
Net earnings S 64 SEEE D 5008 5023
Dividends declared 3 0.281 5005 524 5034
Market price —high S 300 I8 5 3043,
—low s 2 $ 2.3 343 o33
e Note 2 regarding the acquisition of certain aperations of Jacobs Suchard in the third quarter of 1337

‘e Note 3 regarding restructuring charges primarily in the fourth quarter of 1385 and the sale of the zzmpary’s invesiment in Rothmans

the fourth quarter of 1389.

1e principal stock exchange on which the company”
January 31, {991 there were approximateiv

2

SIMMON $i0ck *par vaiue 31 per share) is listed is :he New York Stock Exchange.
ciders of record of the company's ccmmon siock.

1869950907
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Report of Independent
Accountants

To the Board of Directors and Stockholders 2t
Phiiip Morris Companies Inc.:

‘We have audited the accompanying ccnsolica:ed balance sheets
of Philip Morris Companies inc. and subsidianzs as of Decemter
31, 1990 and 1589, and the related consolidatec siatements of
earnings, stockholders equity and cash flows “zr 2ach of :ne three
vears in the period ended December 31, 1390, These financial
statements are the responsibility of the compan.'s management.
Our responsibility is to express an cpinicn cn nese dnanciai
statements based on our audits.

We conducted our audits in accordance with zeneraily
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reascnab.s assurance abeut
whether the financial statements are free of mazerial misstate-
ment. An audit includes examining, on a test sasis, evidercs
supporting the amounts and disclosures in :he “nancial staze-
ments. An audit also includes assessing the aczzunting princicles
used and significant estimates made bv manazzment. as ‘weil as
evaluating the overall fnancial statement preseniation. 'We Celieve
that our audits provide a reasonable basis fcr -.r opinion.

[n our opinion, the financial staterments referr=d to above ore-
sent fairly, in all material respects, the cons: req dnanciai
positlon of Philip Morris Companies [nc. and suzsidiaries at
December 31, 1990 and 1989, and the consolicaisd results =f their
operations and their cash flows for each of the "hree years in the
period ended December 31, 1990, in conformizy with generaily
accepted accounting principles.

As discussed in Notes | and 17 to the consoncated dnarcial
statements, the company adopted in 19%8 the methed of accsunt-
ing for income taxes prescribed by Statemeni -2 Financiai
Accounting Standards No. 36.

COOPERS & LYBRAND

New York, New York
January 28, 1991

Company Report on
Financial Statements

The consolidated financial statements and all retated financial
information herein are the respensibility of the company. The
financial statements. which include amounts based <n judgments,
have been prepared in accorcance with generally accepted
accounting principies. Other financiai information in the annual
report is consistent with that in the financial statements.

The company maintains a svstem of internal 2ontrols which it
believes provides reascnabie assurance that transaczions are
executed in accordance with management's authorization and
properly recorded, that assets are safeguarded, and hat account-
ability for assets is maintaired. The system of internal controls is
characterized by a control-orienied environment within the com-
pany which includes written pelicies and procedures. careful
selection ard training of perscnnel, and audits 5v a professional
staff of internal auditors.

Coopers & Lybrand. indepencent accountan:s, have audited and
reported on the company’s consclidatec finarcial statements.
Their audits were performed in accorcarcea with gererally
accepted auditing standards.

The Audit Committee of the 2oard of Jirectors. zomposed of
seven non-management direciors, meets periodicaily with
Coopers & [ybrand, the company’s internal audizors and manage-
ment representatives o review internal zccounting control.
auditing and Anancial reporting matters. 3oth Coopers & Lybrand
and the internal auditors have unrestric:ad access to the Audit
Committee and may meet with it withou: management representa-
tives being present.

5869950907
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Board of Directors

Dr. Elizabeth E. Bailey3+

Professor of Industrial Admunistration,
Carnegie-Metlon University,

and Visiting Scholar, Yale School of
Organization and Management

Murray H. Bring*
Senior Vice President and
General Counsel

Alfred Brittain 11357

Former Chairman of the Board of
Bankers Trust New York Corparation
and Bankers Trust Company,

New York, NY

Dr. Harold Brown® #3557

Charman of the Foreign Policy :nstitute,

School of Advanced
International Studies,

The Jonns Hopkins University.
Washington, DC

Dr. José Antonio Cordido-Freytes* *
Memter of 3etancourt,

Cordido and Assoclates,

Caracas, Venezuela, Attorneys, and
President of C.A. Tabacalera Nacional

William H. Donaldson! <3~
Chairman ana Chief Executive Officer,
New fork Stock Exchange, Inc

New Yorg, NY

Paul W. Douglasi?

Chairman and Chief Executive Officer
5f The Pittston Company,

Greenwich, CT

Jane Evans*?

President and Chief Executive Officer
Interpacific Retail Group,

San Francisco, CA

Robert E. R. Huntley-.2 +
Counsel, Hunton & Williams,
Richmond, VA

Hamish Maxwell *
Charrman 2f :ne 8oard and
Chief Executive Oficer

Dr. Elizabeth J. McCormack® 33
Advisor to members

of the Rockefeller Family,

New York, NY

Michael A. Miles!*

Vice Chairman of the Board and
Chairman ang Chief Executive Jfficer
of Kraft General Foods, Inc,
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T. Justin Moore, Jr.2+5
Counsel, Hunton & Williams,
Richmond, VA

Rupert Murdoch+#é

Chief Executive of

The News Corporation Limited,
New York, NY

John A. Murphy!.2+.7
President

William Murray®#
Vice Chairman ot the Board

Richard D. Parsons! 3+

Chairman and Chief Executive Cfficer,
The Dime Javicgs Sank

of New York, FSB.

New Yorg, NY

John 8. Reed! 2357
Chairman of

Citicorp and Ciubank, N.A,,
Mew York, NY

John M. Richman'+37
Counsel, Wachtell, Lipton,
Rosen & Katz,

Chicago, [L

Hans G. Storr: 7
Senior Vice President and
Chief Financial Cfficer

Margaret B. Young?+$
Chairman of

the Whitney M. Young, Jr.
Memorial Foundation,
New York, NY

Committees

Memper of Zxecltive Committee
Hamisn Maxwetl, Chairman

~Memoer >f Finance Committe=
jonn A. Murpny. Chairman

Memper 3f AuditZommittee
Rotert £, 2, Huntley, .~hairman

*Member 5i Csmmittee on
Public Affairs ana Social Responsibility
sonn A. Murgny, Chairman

Memper of Mominating Commitee
T. Justin Moore, Jr.. Chairman

Member 3f Csmoensation Cammuttee
John 5, Reeq, Chainmman
“Member ~i Corporate Empicves 7'l
‘nvestmentCommittes
WVilliam H. 2enaidson, Charrman

Joseph F. Culiman 3rd
Chairman Emernitus
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Jificers

hilip Morris
smpanies inc.

imish Maxwell
1airman of the Board and
rief Executive Officer

hn A. Murphy
esident

ichael A. Miles
ce Chairman of the Board

illiam Murray
ce Chairman of the Board

array H. Bring
nior Vice President and
:neral Counsel

irc S. Goldberg
‘nior Vice President,
rperate Planning

ins G. Storr
‘nior Yice President and
iief Financial 2fficer

hn J. Tucker

nior Vice Presicent,
iman Resources and
iministration

uce S. Brown
ce President,
Xes

snald Fried

ce President,

isociate Ceneral Counsel,
d Secretary

wid I. Greenberg
ce President,
wernment Affairs

:orge R. Lewis
ce President and
sasurer

Jack Miller
ce President and
ntroller

1y L. Smith IV
ce President,
rporate Affairs

fonso L. Carney, Jr.
isistant Secretary

tricia A. Malzacher
;sistant Secretary

Zorporate Staif;
Vice Presidents:

Stephanie 7. Frerch
David M. Xiroy
Ceorge L, Xnox (I

F. Rebert Xorimsky
Xathieen M. Linenan
Hertert Miilington
James J. Mcrgan

Dr. Thomas S. Uscene
C. Eric Pogue
Rosemary Piplev
William C. Smiy
Timothy A. Sompolski
Charles R. "Vall

David Zelkowitz

Philip Morris U.5.A.

William [. Camphell
President arc
Chief Executive Cificer

Mark A. Serrzro
Executive Vica President,
Operations

David E.R. Dangcor
Senior Yice Presicent,
Marketing

Fred ). Laux

Senior Vice Presicent,
Human Rescurces
Harrv G. Steze
Senior Vice Presicdent,

Financeand Administration

Michael E. 2zvmanczyk
Senior Vice Presicent,
Sales

Lawrence 5. ‘Vexier
Senior Vice President,
Planning and
[nformation Systems

Andrew Whist

Senior Yice Presicent,
External Affairs

Vice Presicents;
David R. Beran
Stephen J. Bicom
Barrv J. Case

Dr. James . Charies
Stephen C. 2arrah

0. Witcher Dudley

Dr. Kenreth 3. Houghton
Ellen Merio

Michaei C. Moore

John R. Nelson

Steven C. Parrish
William P. Taylor

Philip Morris
international Inc.

Aleardo G. Buzzi
President and
Chief Executive Cfficer

Carlos E. Salguero
Executive Vice President

Richard L. Snyder

Executive Vice President

Walter Thoma

Executive Vice President
William H. Webb
Executive Vice President
Dinyar Devitre

Senior Vice President and

Chief Administrative Officer

Vincent [. Buccellato

‘Senior Vice President

Thomas M. Keamns
Senjor Vice President

Vice Presidents:

Bernard Beaurpere
Andreas Gembler
John Kramer
Francisco J. Moreno
Lee Pollak

Peter Schreer

Philip Morris Products Inc.

W. John Campbell
President

Tobacco Technology Group

George Karandjoulis
Vice President

Kraft General Foods, inc.

Michael A, Miles
Chairman and
Chief Executive Officer

-

Sectfrey C. Bible
President and Chief
Administrative Officer

Martin D.J. Buss
Senior Vice President,
Strategy and Development

Calvin J. Coilier
Senior Vice President,
General Counsel and Secretary

Daniel M. Dressel
Senior Vice President,
Human Resources

Joseph P. Durrett
Senior Vice President,
Sales

J. Bruce Harreld

Senior Vice President and
Chief Information Officer
Alan . Lacy

Senior /ice President,
“inance

Robert G. McVYicker
Senior Yice President,

Tecnnology, Quality Assurance,

and Scientific issues
Thomas D. Ricke

Senjor Vice President,
Corporate Affairs

Edward W. Smeds
Senior Vice President,
Operations and Logistics

Eric C. Strobel
Senior Vice President,
Corporate Marketing

Corporate Staff:
Vice Presidents:

Donald R. Abel
John P. Amboian
Deborah A. Becker
David K. Braun
Richard B. Burgess

' Donald W. Carlin

Cary Conte

William Cunningham
Philip J. Davis
William J. Dowd
Thomas F. Duesler
Richard R. Floersch
Enrique J. Guardia
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Larry Gundrum
Raymond J. Herrmann
John L. Hogan

E. Boyd Hollingsworth, 1.
Paui Jackson
Adrienne M. Johns
John E. Kelly

Wiiliam Kiedaisch
Paul Liska

Darrell G. Medcalf
John F. Mowrer (Il
Michael S. Mudd
David Olsen

Robert V. Richards
Rick Stuedemann
Thomas Taylor

Victor Tinucci

Scott Wallace

J. Douglas Wert
Carolyn Yoch

General Foods USA
Richard P. Mayer
President

Officers:

John D. Bowlin
David J. Driscoil

J. Mark Harran
Sylvester T. Hinkes
Thomas J. Hoeppner
Randy D. Kautto
Gregory B. Murphy
John E. Nevins
William A. Paterson
Charles A. Phiilips
Stephen [. Sadove
Lorraine Scarpa
Douglas A. Smith
Paula A. Sneed

Kraft USA
James M. Kilts
President

Officers:

Richard E. Bailey
Lani L. Beach
Robert A, Eckert
Seth A. Eisner
Ronald D. Harris
Charles F. Martin {II
Thomas J. Mason
William Morris
David Rickard
Mitchell Wienick

Kraft General Foods
International

John M. Keenan
President

Offcars:

Charles A. Adamo
Bernard D. 2alas

Eugere E. arrel

Dr. Nicolaas .M. Kuiipers
Brian A. Mciver

Edward J. Moy

Jonn G. Plackett

Frank T. Toscaro
Ravmond G. Viault

Jacobs Suchard AG
{Zuricn, Switzerland)

Raymond G. Viault
President

Cfficers:

Waliter Ar.cerau
Volker Brinkmann
Alan M. Cox

Hans Herzog

Arne Jurorandt
Glnter Krcchmann
Baudouin Michiels
Gotz Michael Muller
Kurt Orgler
Hermann H. ”onl
Frank Scriesser

Luc E. Vancevelde
Charies [. '¥Vinterroth
Gerhara Zinser

Kraft Gereral Foods Canada
Robert 3. Morrison
President

Officers:

Danie! S. Antoneili
Richard A. Bailev
George . Beal
William B. Chiasson
Derek J. Hail

J. Robert Hail

Gary K. Harmon
Mark M. Leckie

Jean Paul Martineau
Carl A. Nanrni

J. Bernard Sabourin
Ronald A. Tomlinson
Jeremy D. fourng

Qscar Maver Foods
James V. Mchey
President

Officers:

Alan G. Becker
Terry M. Faulk

 Company

Jjoel'W. Jonnson
Ronald S. Kelly
Patrick J. Luby

Paul G. Reehrig
Thomas J. Ryan

Gene G. Suess

Bjorn J. Thompson
Paul J. Tiller

Richard J. “Valdrep
Raymond G. “Vinbum

Kraft General Foods
Frozen Produc's
Thomas Herskovits
President

Officers:

John 3. Craig

Reger K. Hove
Charles F. Marcy
Stephen L. Puente
Harold E. Reinhart
Ellis Revnoids

Fred Sherriff
Kathleen K. Spear
Danny L. Strickland -
Ernest W. Townsend
David D. Weick

Kraft General Foods
Commercial Products
George F. Goebeler
President

. Officers:

Frederick F. Avery
William E. Beedie
Daryl D. Boddicker
Anthony F. Bonadonna
John M. Cabot
Edward Dudley
Robert L. Herst

Cary Karp

James A. Miller

Jack A. Peterson
Leroy E. Radtke
Harry B. Smith

Billy J. Strong
Thomas L. Thomas
Richard E. Thompson

Miiler Brewing

Leonard J. Coldstein
President and
Chief Executive Officer

Warren H. Dunn
Executive Vice President

3y R. Apple
Serior Vice President,
Cperations

Charies V. 3chmid
Senior /ice President,
Marketing

Atlen A, Schumer
Senior Yice President,
Acministration

Yice Presidents:

Recney J. Blucher
“irgis V. Colbert
frank L. Donnellv
Lennara H. Jacob
Thomas A, Keenler
Paui R, Mollomo
Artnur L Rehberzer
George 2. Riemer
Kataleen D. Ryan
‘Viiam A. Saupe
Robert L. Smith
Renaid R, Strain
Richard r. Strup

Philip Morris Capitai
Corporation

Hans G. Storr
Chairman and
hief Executive Officer

Norman J. Treisman
President

Vice Presidents:

Dennis J. Floam
Michael J. Kinnev

Mission Viejo Company

s G. Gilleran
Presicdent and
Chief Executive Officer

Jar

Craig McCallum
President~Colorade Division .

Jarres L. Huesman
Executive Vice President
anc Treasurer

Var, 3tevens

Executive Vice President
Vice Presidents:

Darette S. Fenstermacher
William K. Smith

Robert P. Swank
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orporate Responsibility

e products and services
buy and sell, in our em-
~ment policies, and in our
rces and uses of invest-
1t capital, we hoid our
ducts, people, and prac-

s to the highest standards.

ur positicn as a major
wufacturer and marketer
-ackaged goods makes
»articularly sensitive to
ironmental issues. Each
ur operating companies
ctive in source reduction
1ts, recycling, and has
iblished task forces and
ior management com-
tees to improve the
ironmental impact of its
rations. The United States
1gress has passed legisla-
i requiring the U.S. Food
Drug Administration to
pt federal regulations
arding health and nutri-
! labeling. ‘Ve strongly
port efforts to achieve
ional uniformity of envi-
mental regulations.
Jne key to any society’s
ire economic vitality
ducation. In 1990,
joined with the Pew
writable Trusts and the
ladelphia Mayor's
nmission on Literacy
aunch the Gateway Pro-
m, an ambitious adult
racy campaign designed
erve as a national model.
ddition, we supported
Milwaukee County
ith Initiative, a program
:ncourage families'
olvement in their chil-
n's education.
\s one of the world’s
. jest food companies, we

are also concerned with the
effects of hunger and mal-
nutrition. Among our many
initiatives in 1990 was a
major grant to the Food
Research and Action Center
{or a public education cam-
paign to explore the impact
of poor nutrition on edu-
cation, and to alleviate
childhood hunger. ‘¥e are
also working with the U.S.
Department of Housing and
Urban Development and the
U.S. Department of Agricui-
ture to develop nutrition
education programs for \ow-
income residents of public
housing facilities in eight
American cities.

Our cultural activities
included the sponsorship of
“Kazimir Malevich, 1878~
1935 at the National Cailery
of Art in Washington. D.C,,
and the sponsorship of
“Craft Today USA." an
exhibition touring 12 cities
outside the United States,
inciuding Frankfurt, Mos-
cow, and Warsaw, as an
official presentation of the
United States Information
Agency. We also testified
before a commission estab-
lished by the U.S. Congress
in support of the National
Endowment for the Arts, and
in favor of continued public
funding for challenging and
innovative art.

To help bring the promise
of social and economic
justice closer to reality for
people throughout the
United States, we continued
our strong support of U.5.
organizations such as the

Prasident George Bush with students and se'ecrtes 25 ~@ anrcurces
aunch of StarServe, a Points of Light Initiative axciusiva.y coZerariten oy *ma
Kraft Gereral Foods Foundaticn.

National Urban League, the
National Puerto Rican Coali-
tion, the National Women's
Political Caucus, the United
States Hispanic Chamber of
Commerce, Women Involved
in Farm Economics, and the
National Minority Suppliers
Development Council.

Philip Morris has
responded to the needs of
victims of disease and natu-
ral disasters. Our 1990 relief
efforts included sending
food and water to earth-
quake victims in Iran and the
Philippines and to several
orphanages in the Soviet
Union near Chernobyl. We
were one of the first major
corporations to fund pro-
grams for AIDS-related re-
search and for treatment of
the disease’s victims; our
cumnulative AIDS funding
now amounts to more than
a million doilars.

We are continuing to
mark the bicentennial of the
U.S. Bill of Rights with an
extensive educational cam-
paign. The national tour of

this document is scheduled
to end in December 1981,

Kraft Gereral foods
Foundation is the exclusive
underwriter of StarServe,
an {nnovative program -.
designed to help teachers
engage the nations vouth in
community service activi-
ties. StarServe has been
recognized oy the Points ot
Light Foundation. headed
by Honorar. Chairman
President George 3ush. as a
Points of Light [nitiative.

We act in the interests of
our constituencies to bring
about responsible public
policies that address issues
affecting our business such
as praduct liability; the
environment,; excise taxes;
labeling and advertising;
and restrictions on market-
ing and product use. For
more information on our
positions on these and other
business issues, please
write to our Corporate
Affairs Department, whose
address is given on the
facing page.
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General Corporate Information

Headquarters
Addresses:

Philip Morris
Companies Inc.

120 Park Avenue

New York, New York 10017
(212) 380-3000

Philip Morris
Incorporated

120 Park Avenue

New York, New York 10017

Philip Morris U.3.A.
120 Park Avenue
New York. New York 10017

Philip Morris
international Inc.
300 Westchester Avenue
Rye Brook, New York 10573

Regional Headquarters:

Philip Morris EEC
Briilancourt 4
Case Postale

1001 Lausanne
Switzerland

Philip Morris EFTA, Eastern
Europe, the Middle East,

& Africa

Avenue de Cour 107

Case Postale

1001 Lausanne

Switzerland

Philip Morris Latin America
800 Westchester Avenue
Rve Brook, New York 1057

Philip Morris Asia, [nc.

23rd Floor, Two Pacific Place
38 Queensway

Hong Kong

Philip Morris (Australiaj Ltd.
252 Chesterville Road
Moorabbin, Victoria 3189
Australia

Design’ Eisenman & Enack inc.
Photography’ Vickers & Beachler. Chas Collins,

Paul Fusco, Burnt Giinn, Esthar Haho,

Ricnard Alcorn, Alen MacWeenay
Typography' Gnd Typagraphic Sarvicas, 'n¢,
Printad in U.S A. by Lasky Company

Kraft General Foods, Inc.
Krart Court
Gienview, [llinois 50025

Operating nit Headquarters:

Gereral foods USA
230 North Street
White Plains, New York 10625

Kraft "SA
Krart Court
Clenview, lllinois 80025

Kraft General Foods
International

300 ‘AVestchester Avenue
Rye Brook. New York 10373

Krart Ceneral Foods
Canada

33 Moatfield Drive
Don Mills, Ontario
M3B 3Lo

Oscar \Mayver foods
310 Maver Avenue
Vadison, “Wisconsin 53704

Kraft Ceneral Foods
Frozen Procucts

Kraft Court

Gienview, [ilirois 60025

Kraft Ceneral Foods
Commercial Products

1 Parkway North
Deerfield, {llinois 60015

Miller Brewing
Company

3939 “Vest Highland Boulevard
Milwaukee. Wisconsin 53201

Philip Morris Capitai
Corporation

800 ‘Westchester Avenue
Rye Brook. New York 10573

Mission Viejo Company
26137 La Paz Road
Mission Vieio, California 92691

Annuai Meeting:

The annual meeting of
stockholders of Philip Morris
Companies [nc. will be

held on April 23, 1991, at the
Philip Morris Manufacturing
Center, 3601 Commerce Road,
Richmond, Yirginia.

Form 10-X:

The company’s annual report
on Form [0-K, which will be
filed with the Securities and
Exchange Commission, will
be available to stockholders
in April upon written

request to:

Donald Fried, Zecretary
Philip Morris Companies inc.
120 Park Avenue

New York, Mew York 10017

Transfer Agent and
Registrar:

First Chucago

Trust Company of New York

30 West Broadway

Mew York, New York 10007-2122

Sharehoicers may call the
company about their accounts,
certificates, or dividends using
the toll-free telephone

number {-300-446-2617

Dividend Reinvesiment
Agent:

First Chicago

Trust Company of New York
Dividend Reinvestment Plan
P.0. Box 3506

Church Street Station

New York, New York 10008-3506

Stock Exchange
Listings:

New York

Amsterdam

Antwerp

Basel

. Brussels

Frankfurt
Ceneva
Lausanne
London
Luxembourg
Paris

Tokyo
Zurich

NY Stock Exchange
Symool: MC

‘independent

Accountants:

Cocpers & Lybrand

1301 Avenue of the Americas
New York., New York Wol9

Public Policy Issues:
[nquiries about our positions
20 public policy issues
invoiving the company and its
products should be directed to:

Corporate Affairs Department
Philip Morris Companies {nc.
120 Park Avenue

New York, New York (0017

Shareholder
Publications:

Written requests should be
directed to:

Financial Commurications Dept.
Philip Morris Companies inc.
120 Park Avenue

New York. New York 10017

or you may call toll-iree:
1-800-367-5413
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