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PART I

Item 1. Business.

(a) General Development of Business

General

Altria Group, Inc. is a holding company incorporated in the Commonwealth of Virginia in 1985. At December 31, 2010, Altria Group, Inc.�s
wholly-owned subsidiaries included Philip Morris USA Inc. (�PM USA�), which is engaged in the manufacture and sale of cigarettes and certain
smokeless products in the United States; UST LLC (�UST�), which through its subsidiaries is engaged in the manufacture and sale of smokeless
products and wine; and John Middleton Co. (�Middleton�), which is engaged in the manufacture and sale of machine-made large cigars and pipe
tobacco. Philip Morris Capital Corporation (�PMCC�), another wholly-owned subsidiary of Altria Group, Inc., maintains a portfolio of leveraged
and direct finance leases. In addition, Altria Group, Inc. held a 27.1% economic and voting interest in SABMiller plc (�SABMiller�) at
December 31, 2010.

As discussed in Note 3. Acquisition to Altria Group, Inc.�s consolidated financial statements, which is incorporated herein by reference to the
2010 Annual Report, on January 6, 2009, Altria Group, Inc. acquired all of the outstanding common stock of UST, whose direct and indirect
wholly-owned subsidiaries include U.S. Smokeless Tobacco Company LLC (�USSTC�) and Ste. Michelle Wine Estates Ltd. (�Ste. Michelle�). As a
result of the acquisition, UST has become an indirect wholly-owned subsidiary of Altria Group, Inc.

On March 28, 2008, Altria Group, Inc. distributed all of its interest in Philip Morris International Inc. (�PMI�) to Altria Group, Inc. stockholders in
a tax-free distribution. For a further discussion of the PMI spin-off, see Note 1. Background and Basis of Presentation to Altria Group, Inc.�s
consolidated financial statements, which is incorporated herein by reference to the 2010 Annual Report.

On March 30, 2007 (the �Kraft Distribution Date�), Altria Group, Inc. distributed all of its remaining interest in Kraft Foods Inc. (�Kraft�) on a
pro-rata basis to Altria Group, Inc. stockholders in a tax-free distribution. Following the Kraft Distribution Date, Altria Group, Inc. does not own
any shares of Kraft. Altria Group, Inc. has reflected the results of Kraft prior to the Kraft Distribution Date as discontinued operations. The Kraft
spin-off resulted in a net decrease to Altria Group, Inc.�s total stockholders� equity of $30.5 billion on the Kraft Distribution Date.

On December 11, 2007, Altria Group, Inc. acquired all of the outstanding stock of Middleton for $2.9 billion in cash. The acquisition was
financed with available cash.

PM USA is the largest cigarette company in the United States. Marlboro, the principal cigarette brand of this company, has been the
largest-selling cigarette brand in the United States for over 30 years. USSTC is the leading producer and marketer of moist smokeless tobacco
(�MST�) products, including the premium brands, Copenhagen and Skoal, and the value brands, Red Seal and Husky. Middleton is a manufacturer
of machine-made large cigars. Black & Mild, the principal cigar brand of Middleton, is the second largest selling machine-made large cigar in
the United States. Ste. Michelle is a leading producer of Washington state wines, primarily Chateau Ste. Michelle and Columbia Crest, and owns
wineries in or distributes wines from several other wine regions and foreign countries.
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In June 2009, the President signed into law the Family Smoking Prevention and Tobacco Control Act (�FSPTCA�), which provides the United
States Food and Drug Administration (�FDA�) with authority to regulate the design, manufacture, packaging, advertising, promotion, sale and
distribution of cigarettes, cigarette tobacco and smokeless tobacco products and the authority to require disclosures
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of related information. The law also grants the FDA authority to extend its application, by regulation, to other tobacco products, including cigars.
PM USA and a subsidiary of USSTC are subject to quarterly user fees as a result of this legislation.

Dividends and Share Repurchases:

Following the Kraft spin-off, Altria Group, Inc. lowered its dividend so that holders of both Altria Group, Inc. and Kraft shares would receive
initially, in the aggregate, the same dividends paid by Altria Group, Inc. prior to the Kraft spin-off. Similarly, following the PMI spin-off, Altria
Group, Inc. lowered its dividend so that holders of both Altria Group, Inc. and PMI shares would receive initially, in the aggregate, the same
dividends paid by Altria Group, Inc. prior to the PMI spin-off.

Subsequent to the PMI spin-off, Altria Group, Inc. has increased its quarterly dividend four times. On February 24, 2010, Altria Group, Inc.�s
Board of Directors approved a 2.9% increase in the quarterly dividend to $0.35 per common share from $0.34 per common share. On August 27,
2010, Altria Group, Inc.�s Board of Directors approved an additional 8.6% increase in the quarterly dividend to $0.38 per common share,
resulting in an aggregate quarterly dividend rate increase of 11.8% since the beginning of 2010. The current annualized dividend rate is $1.52
per Altria Group, Inc. common share. Altria Group, Inc.�s dividend payout ratio target is approximately 80% of adjusted diluted earnings per
share. Future dividend payments remain subject to the discretion of Altria Group, Inc.�s Board of Directors.

In January 2011, Altria Group, Inc.�s Board of Directors authorized a new $1.0 billion one-year share repurchase program. Share repurchases
under this program depend upon marketplace conditions and other factors. The share repurchase program remains subject to the discretion of
Altria Group, Inc.�s Board of Directors.

During the second quarter of 2008, Altria Group, Inc. repurchased 53.5 million shares of its common stock at an aggregate cost of approximately
$1.2 billion, or an average price of $21.81 per share pursuant to its $4.0 billion (2008 to 2010) share repurchase program. No shares were
repurchased during 2010 or 2009 under this share repurchase program, which was suspended in September 2009. The new share repurchase
program replaces the suspended program.

Source of Funds

Because Altria Group, Inc. is a holding company, its principal sources of funds consist of cash received from its wholly-owned subsidiaries from
the payment of dividends and distributions, and the payment of interest on intercompany loans. At December 31, 2010, Altria Group, Inc.�s
principal wholly-owned subsidiaries were not limited by long-term debt or other agreements in their ability to pay cash dividends or make other
distributions with respect to their common stock. In addition, Altria Group, Inc. receives cash dividends on its interest in SABMiller, if and
when SABMiller pays such dividends on its stock.

(b) Financial Information About Segments
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At December 31, 2010, Altria Group, Inc.�s reportable segments were: cigarettes, smokeless products, cigars, wine and financial services. Net
revenues and operating companies income (together with reconciliation to earnings from continuing operations before income taxes) attributable
to each such segment for each of the last three years are set forth in Note 17. Segment Reporting to Altria Group, Inc.�s consolidated financial
statements, which is incorporated herein by reference to the 2010 Annual Report.
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Altria Group, Inc.�s chief operating decision maker reviews operating companies income to evaluate segment performance and allocate resources.
Operating companies income for the segments excludes general corporate expenses and amortization of intangibles. Interest and other debt
expense, net (consumer products), and provision for income taxes are centrally managed at the corporate level and, accordingly, such items are
not presented by segment since they are excluded from the measure of segment profitability reviewed by Altria Group, Inc.�s chief operating
decision maker. The accounting policies of the segments are the same as those described in Note 2. Summary of Significant Accounting Policies
to Altria Group, Inc.�s consolidated financial statements, which is incorporated herein by reference to the 2010 Annual Report.

The relative percentages of operating companies income attributable to each reportable segment were as follows:

2010 2009 2008

Cigarettes 82.1% 85.3% 95.4% 
Smokeless products 12.1 6.4
Cigars 2.5 3.0 3.2
Wine 0.9 0.7
Financial services 2.4 4.6 1.4

100.0% 100.0% 100.0% 

Changes in the relative percentages above reflect the following:

� UST Acquisition�In January 2009, Altria Group, Inc. acquired UST, the results of which are reflected in the smokeless products and
wine segments.

� Asset Impairment, Exit, Implementation and Integration Costs�For a discussion of asset impairment, exit, implementation and
integration costs and a breakdown of these costs by segment, see Note 6. Asset Impairment, Exit, Implementation and Integration
Costs to Altria Group, Inc.�s consolidated financial statements, which is incorporated herein by reference to the 2010 Annual Report.

� PMCC Allowance for Losses�During 2008, PMCC increased its allowance for losses by $100 million, primarily as a result of credit
rating downgrades of certain lessees and financial market conditions.

(c) Narrative Description of Business

Tobacco Space

PM USA is engaged in the manufacture and sale of cigarettes and certain smokeless products in the United States.
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USSTC and other subsidiaries of UST are engaged in the manufacture and sale of smokeless products to customers, substantially all of which
are located in the United States.

Middleton is engaged in the manufacture and sale of machine-made large cigars and pipe tobacco to customers, substantially all of which are
located in the United States.

Altria Group, Inc.�s tobacco operating companies believe that a significant number of adult tobacco consumers switch between tobacco
categories and use multiple forms of tobacco products.
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Altria Sales & Distribution Inc. provides centralized sales, merchandising and distribution services to Altria Group, Inc.�s three tobacco operating
companies. Altria Consumer Engagement Services Inc. provides marketing and promotion services to Altria Group, Inc.�s three tobacco
operating companies primarily through execution of one-to-one adult consumer programs.

Cigarettes

PM USA is the largest tobacco company in the United States, with total cigarette shipments in the United States of 140.8 billion units in 2010, a
decrease of 5.3% from 2009.

PM USA ceased production at its Cabarrus, North Carolina manufacturing facility and completed the consolidation of its cigarette
manufacturing capacity into its Richmond, Virginia facility on July 29, 2009. PM USA took this action to address ongoing cigarette volume
declines, including the impact of the federal excise tax (�FET�) increase enacted in early 2009. During 2010, PM USA substantially completed the
de-commissioning of the Cabarrus facility and expects to fully complete the de-commissioning in early 2011.

Effective in the first quarter of 2010, PM USA revised its cigarettes segment reporting of volume and retail share results to reflect how
management evaluates segment performance. PM USA is reporting volume and retail share performance as follows: Marlboro; Other Premium
brands, such as Virginia Slims, Parliament and Benson & Hedges; and Discount brands, which include Basic and L&M, and other discount
brands. All of its brands are marketed to take into account differing preferences of adult smokers.

The following table summarizes cigarettes segment volume performance, which includes units sold, as well as promotional units, but excludes
Puerto Rico, U.S. Territories, Overseas Military, Philip Morris Duty Free Inc. and 2008 contract manufacturing for PMI (terminated in the fourth
quarter of 2008), none of which, individually or in the aggregate, is material to the cigarettes segment:

Shipment Volume
For the Years Ended

December 31,

2010 2009 2008

(in billion units)
Marlboro 121.9 126.5 141.5
Other Premium 10.3 11.8 15.3
Discount 8.6 10.4 12.6

Total Cigarettes 140.8 148.7 169.4

PM USA�s 2010 total premium brands (Marlboro and Other Premium brands) shipment volume decreased 4.4% from 2009. In the Discount
brands, PM USA�s shipment volume decreased 16.8%. Marlboro is the largest-selling cigarette brand in the United States, with shipments of
121.9 billion units in 2010 (down 3.7% from 2009). Shipments of premium cigarettes accounted for 93.9% of PM USA�s total 2010 volume, up
from 93.0% in 2009.
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The following table summarizes cigarettes segment retail share performance based on data from SymphonyIRI Group/Capstone, which is a retail
tracking service that uses a sample of stores to project market share performance in retail stores selling cigarettes. The panel was not designed to
capture sales through other channels, including the Internet and direct mail.

Retail Share
For the Years Ended

December 31,

2010 2009 2008

Marlboro 42.6% 41.8% 41.9% 
Other Premium 3.9 4.4 5.0
Discount 3.3 3.7 4.0

Total Cigarettes 49.8% 49.9% 50.9% 

Smokeless products

USSTC is the leading producer and marketer of smokeless tobacco products, including the premium brands, Copenhagen and Skoal, and the
value brands, Red Seal and Husky. In addition, the smokeless products segment includes Marlboro Snus, a PM USA spit-less smokeless tobacco
product.

The following table summarizes smokeless products segment volume performance (full year results):

Shipment Volume
For the Years Ended

December 31,

2010 2009 2008

(cans and packs in
millions)

Copenhagen 327.5 280.6 276.9
Skoal 274.4 265.4 271.8

Copenhagen and Skoal 601.9 546.0 548.7
Red Seal/Other 122.5 99.6 112.7

Total Smokeless products 724.4 645.6 661.4
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Volume includes cans and packs sold, as well as promotional units, but excludes international volume, which is not material to the smokeless
products segment. Additionally, 2009 volume includes 10.9 million cans of domestic volume shipped by USSTC prior to the UST acquisition.
Other includes USSTC and PM USA smokeless products. Volume from 2008 represents only domestic volume shipped by USSTC prior to the
UST acquisition.

New types of smokeless products, as well as new packaging configurations of existing smokeless products, may or may not be equivalent to
existing MST products on a can for can basis. USSTC and PM USA have assumed the following equivalent ratios to calculate volumes of cans
and packs shipped:

� One pack of snus, irrespective of the number of pouches in the pack, is equivalent to one can of MST;

� One can of Skoal Slim Can pouches is equivalent to a 0.53 can of MST; and

� All other products are considered to be equivalent on a can for can basis.

-5-
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If assumptions regarding these equivalent ratios change, it may result in a change to these reported results.

USSTC and PM USA�s combined domestic smokeless products shipment volume for the year ended December 31, 2010 increased 12.2% versus
2009. The smokeless products segment domestic shipment volume for the period from January 6 through December 31, 2009 was 634.7 million
units. Including the volume of 10.9 million cans shipped from January 1 through January 5, 2009, the period prior to Altria Group, Inc.�s
acquisition of UST, total volume for the full year ended December 31, 2009 was 645.6 million units.

The following table summarizes smokeless products segment retail share performance (full year results, excluding international volume):

Retail Share
For the Years Ended

December 31,

    2010        2009    

Copenhagen 25.6% 23.6% 
Skoal 22.4 23.6

Copenhagen and Skoal 48.0 47.2
Red Seal/Other 7.3 7.4

Total Smokeless products 55.3% 54.6% 

Smokeless products retail share performance is based on data from SymphonyIRI Group (�Symphony IRI�) InfoScan Smokeless Tobacco
Database for Food, Drug, Mass Merchandisers (excluding Wal-Mart) and Convenience trade classes, which tracks smokeless products market
share performance based on the number of cans and packs sold. Smokeless products is defined as MST and spit-less tobacco products. Other
includes USSTC and PM USA smokeless tobacco products other than Copenhagen and Skoal. It is SymphonyIRI�s standard practice to
periodically refresh its InfoScan syndicated services, which could restate retail share results that were previously released.

New types of smokeless products, as well as new packaging configurations of existing smokeless products, may or may not be equivalent to
existing MST products on a can for can basis. USSTC and PM USA have made the following assumptions for calculating retail share:

� One pack of snus, irrespective of the number of pouches in the pack, is equivalent to one can of MST; and

� All other products are considered to be equivalent on a can for can basis.

If assumptions regarding these equivalent ratios change, it may result in a change to these reported results.
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Cigars

The following table summarizes cigars segment volume performance:

Shipment Volume
For the Years Ended

December 31,

2010 2009 2008

(units in millions)
Black & Mild 1,222 1,228 1,266
Other 24 31 41

Total Cigars 1,246 1,259 1,307

In 2010, Middleton�s cigar shipment volume decreased 1.0% versus 2009 to 1,246 million units.

The following table summarizes cigars segment retail share performance:

Retail Share
For the Years Ended

December 31,

2010 2009 2008

Black & Mild 28.5% 29.8% 28.8% 
Other 0.4 0.6 0.7

Total Cigars 28.9% 30.4% 29.5

Cigars segment retail share results are based on data from SymphonyIRI InfoScan Cigar Database for Food, Drug, Mass Merchandisers
(excluding Wal-Mart) and Convenience trade classes, which tracks machine-made large cigars market share performance. Middleton defines
machine-made large cigars as cigars made by machine that weigh greater than three pounds per thousand, except cigars sold at retail in packages
of 20 cigars. This service was developed to provide a representation of retail business performance in key trade channels. It is SymphonyIRI�s
standard practice to periodically refresh its InfoScan syndicated services, which could restate retail share results that were previously released.

Distribution, Competition and Raw Materials
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Altria Group, Inc.�s tobacco subsidiaries sell their tobacco products principally to wholesalers (including distributors), large retail organizations,
including chain stores, and the armed services.

The market for tobacco products is highly competitive, characterized by brand recognition and loyalty, with product quality, taste, price, product
innovation, marketing, packaging and distribution constituting the significant methods of competition. Promotional activities include, in certain
instances and where permitted by law, allowances, the distribution of incentive items, price promotions and other discounts, including coupons,
product promotions and allowances for new products. The tobacco products of Altria Group, Inc.�s subsidiaries are promoted through various
means, although television and radio advertising of certain tobacco products is prohibited in the United States. In addition, the FSPTCA imposes
significant new restrictions on the sale, advertising and promotion of tobacco products and, as discussed below in Item 3. Legal Proceedings
(�Item 3�), and Note 21. Contingencies to Altria Group, Inc.�s consolidated financial statements, which is incorporated herein by reference to the
2010 Annual Report (�Note 21�). PM USA, USSTC and other U.S. tobacco manufacturers have agreed to other marketing restrictions in the
United States as part of the settlements of state health care cost recovery actions.
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In the United States, under a contract growing program, PM USA purchases burley and flue-cured leaf tobaccos of various grades and styles
directly from tobacco growers. Under the terms of this program, PM USA agrees to purchase the amount of tobacco specified in the grower
contracts. PM USA also purchases its United States tobacco requirements through leaf merchants. In 2003, PM USA and certain other
defendants reached an agreement with plaintiffs to settle a suit filed on behalf of a purported class of tobacco growers and quota-holders. The
agreement includes a commitment by each settling manufacturer defendant, including PM USA, to purchase a certain percentage of its leaf
requirements from U.S. tobacco growers over a period of at least ten years. These quantities are subject to adjustment in accordance with the
terms of the settlement agreement.

Tobacco production in the United States was historically subject to government controls, including the production control programs
administered by the United States Department of Agriculture (the �USDA�). In October 2004, the Fair and Equitable Tobacco Reform Act of 2004
(�FETRA�) was signed into law. PM USA, USSTC, and Middleton are all subject to obligations imposed by FETRA. FETRA eliminated the
federal tobacco quota and price support program through an industry-funded buy-out of tobacco growers and quota holders. The cost of the
buy-out is approximately $9.5 billion and is being paid over 10 years by manufacturers and importers of each kind of tobacco product. The cost
is being allocated based on the relative market shares of manufacturers and importers of each kind of tobacco product. The quota buy-out
payments had offset PM USA�s obligations to make payments to the National Tobacco Grower Settlement Trust (the �NTGST�), a trust fund
established in 1999 by the major domestic tobacco product manufacturers to provide aid to tobacco growers and quota holders. PM USA�s
payment obligations under the NTGST expired on December 15, 2010.

On February 8, 2011, PM USA filed a lawsuit in federal court challenging the USDA�s method for calculating the 2011 and future tobacco class
share allocations for the Tobacco Transition Payment Program under FETRA. PM USA believes that the USDA violated FETRA and its own
regulations by failing to apply the most recent FET rates enacted by Congress in April 2009 to the USDA�s calculations.

The quota buy-out did not have a material impact on Altria Group, Inc.�s 2010 consolidated results and Altria Group, Inc. does not currently
anticipate that the quota buy-out will have a material adverse impact on its consolidated results in 2011 and beyond.

USSTC purchases burley, dark fire-cured and air-cured tobaccos of various grades and styles from domestic tobacco growers under a contract
growing program as well as from leaf merchants.

Middleton purchases burley, dark air-cured tobaccos of various grades and styles through leaf merchants. Middleton does not have a contract
growing program.

Altria Group, Inc.�s tobacco subsidiaries believe there is an adequate supply of tobacco in the world markets to satisfy their current and
anticipated production requirements.

Wine

Altria Group, Inc. acquired UST and its premium wine business, Ste. Michelle, in January 2009. Ste. Michelle is a producer of premium varietal
and blended table wines. Ste. Michelle is a leading producer of Washington state wines, primarily Chateau Ste. Michelle and Columbia Crest,
and owns wineries in or distributes wines from several other wine regions. Ste. Michelle holds an 85% ownership interest in Michelle-Antinori,
LLC, which owns Stag�s Leap Wine Cellars in Napa Valley. Ste. Michelle also owns Conn Creek in Napa Valley and Erath in Oregon. In
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addition, Ste. Michelle distributes Antinori and Villa Maria Estate wines and Champagne Nicolas Feuillatte in the United States.
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The following table summarizes wine segment case shipment volume performance:

Shipment Volume
For the Years Ended

December 31,

2010 2009 2008

(cases in thousands)
Chateau Ste. Michelle 2,338 2,034 1,931
Columbia Crest 2,054 1,968 2,137
Other 2,289 2,003 2,066

Total Wine 6,681 6,005 6,134

Ste. Michelle�s wine shipment volume of 6.7 million cases for 2010 increased 11.3% versus 2009.

During 2010, Ste. Michelle�s retail unit volume, as measured by The Nielsen Company (�Nielsen�) and its Nielsen Total Wine Database � U.S.
Food, Drug, & Liquor, increased 5.6% versus 2009. Ste. Michelle�s retail unit volume percentage change is based on data from Nielsen, which
tracks retail metrics in the wine space. It is Nielsen�s standard practice to refresh its syndicated databases periodically, which could restate retail
metrics that were previously released. Ste. Michelle�s retail unit volume includes Villa Maria Estate in 2010 and excludes it in 2009. Ste.
Michelle gained distribution rights to Villa Maria Estate in 2010.

Distribution, Competition and Raw Materials

A key element of Ste. Michelle�s strategy is expanded domestic distribution of its wines, especially in certain account categories such as
restaurants, wholesale clubs, supermarkets, wine shops and mass merchandisers.

Ste. Michelle�s business is subject to significant competition, including competition from many larger, well-established domestic and
international companies, as well as from many smaller wine producers. Wine segment competition is primarily based on quality, price, consumer
and trade wine tastings, competitive wine judging, third-party acclaim and advertising. Substantially all of Ste. Michelle�s sales occur through
state-licensed distributors.

Federal, state and local governmental agencies regulate the alcohol beverage industry through various means, including licensing requirements,
pricing, labeling and advertising restrictions, and distribution and production policies. Further regulatory restrictions or additional excise or other
taxes on the manufacture and sale of alcoholic beverages may have an adverse effect on Ste. Michelle�s wine business.
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Ste. Michelle uses grapes harvested from its own vineyards or purchased from independent growers, as well as bulk wine purchased from other
sources. Grape production can be adversely affected by weather and other forces that may limit production. At the present time, Ste. Michelle
believes that there is a sufficient supply of grapes and bulk wine available in the market to satisfy its current and expected production
requirements.

Financial Services

In 2003, PMCC ceased making new investments and began focusing exclusively on managing its existing portfolio of finance assets in order to
maximize gains and generate cash flow from asset sales and related activities. Accordingly, PMCC�s operating companies income will fluctuate
over time as investments mature or are sold. At December 31, 2010, PMCC�s net finance receivables of
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approximately $4.4 billion in leveraged leases, which are included in finance assets, net, on Altria Group, Inc.�s consolidated balance sheet,
consisted of rents receivable ($13.0 billion) and the residual value of assets under lease ($1.3 billion), reduced by third-party nonrecourse debt
($8.3 billion) and unearned income ($1.6 billion). The repayment of the nonrecourse debt is collateralized by lease payments receivable and the
leased property, and is nonrecourse to the general assets of PMCC. As required by accounting principles generally accepted in the United States
of America, the third-party nonrecourse debt has been offset against the related rents receivable and has been presented on a net basis within
finance assets, net, on Altria Group, Inc.�s consolidated balance sheets. Finance assets, net, at December 31, 2010, also included net finance
receivables for direct finance leases ($0.3 billion) and an allowance for losses ($0.2 billion).

At December 31, 2010, PMCC�s investments in finance leases were principally comprised of the following investment categories: rail and
surface transport (30%), aircraft (25%), electric power (24%), real estate (12%) and manufacturing (9%).

See Note 21 for a discussion of the IRS disallowance of certain tax benefits pertaining to several PMCC leveraged lease transactions.

Business Environment

Portions of the information called for by this Item are hereby incorporated by reference to the paragraphs captioned �Management�s Discussion
and Analysis of Financial Condition and Results of Operations � Operating Results by Business Segment � Tobacco Space�Business Environment�
on pages 91 to 97 of the 2010 Annual Report; �Management�s Discussion and Analysis of Financial Condition and Results of Operations �
Operating Results by Business Segment � Wine Segment�Business Environment� on page 102 of such report; and �Management�s Discussion and
Analysis of Financial Condition and Results of Operations � Operating Results by Business Segment � Financial Services Segment�Business
Environment� on page 103 of such report and made a part hereof.

Other Matters

Customers

The largest customer of PM USA, USSTC and Middleton, McLane Company, Inc., accounted for approximately 27%, 26%, and 27% of Altria
Group, Inc.�s consolidated net revenues for the years ended December 31, 2010, 2009 and 2008, respectively. These net revenues were reported
in the cigarettes, smokeless products and cigars segments.

Sales to three distributors accounted for approximately 65% and 64% of net revenues for the wine segment for the years ended December 31,
2010 and 2009, respectively.

Employees
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At December 31, 2010, Altria Group, Inc. and its subsidiaries employed approximately 10,000 people.

Executive Officers of Altria Group, Inc.

The disclosure regarding executive officers is set forth under the heading �Executive Officers as of February 24, 2011� in Item 10 of this Form
10-K and is incorporated by reference herein.
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Research and Development

The research and development expense for the years ended December 31, 2010, 2009 and 2008 are set forth in Note 19. Additional Information
to Altria Group, Inc.�s financial statements, which is incorporated herein by reference to the 2010 Annual Report.

Intellectual Property

Trademarks are of material importance to Altria Group, Inc. and its operating companies, and are protected by registration or otherwise. In
addition, as of December 31, 2010, the portfolio of over 500 United States patents owned by Altria Group, Inc.�s businesses, as a whole, was
material to Altria Group, Inc. and its tobacco businesses. However, no one patent or group of related patents was material to Altria Group, Inc.�s
business or its tobacco businesses as of December 31, 2010. We also have proprietary secrets, technology, know-how, processes and other
intellectual property rights that are protected by appropriate confidentiality measures. Certain trade secrets are material to Altria Group, Inc. and
its tobacco and wine businesses.

Environmental Regulation

Altria Group, Inc. and its subsidiaries (and former subsidiaries) are subject to various federal, state and local laws and regulations concerning the
discharge of materials into the environment, or otherwise related to environmental protection, including, in the United States: The Clean Air Act,
the Clean Water Act, the Resource Conservation and Recovery Act and the Comprehensive Environmental Response, Compensation and
Liability Act (commonly known as �Superfund�), which can impose joint and several liability on each responsible party. Subsidiaries (and former
subsidiaries) of Altria Group, Inc. are involved in several matters subjecting them to potential costs of remediation and natural resource damages
under Superfund or other laws and regulations. Altria Group, Inc.�s subsidiaries expect to continue to make capital and other expenditures in
connection with environmental laws and regulations. As discussed in Note 2. Summary of Significant Accounting Policies to Altria Group, Inc.�s
financial statements, which is incorporated herein by reference to the 2010 Annual Report, Altria Group, Inc. provides for expenses associated
with environmental remediation obligations on an undiscounted basis when such amounts are probable and can be reasonably estimated. Other
than those amounts, it is not possible to reasonably estimate the cost of any environmental remediation and compliance efforts that subsidiaries
of Altria Group, Inc. may undertake in the future. In the opinion of management, however, compliance with environmental laws and regulations,
including the payment of any remediation costs or damages and the making of related expenditures, has not had, and is not expected to have, a
material adverse effect on Altria Group, Inc.�s consolidated results of operations, capital expenditures, financial position or cash flows.

(d) Financial Information About Geographic Areas

Substantially all of Altria Group, Inc.�s net revenues from continuing operations are from sales generated in the United States for each of the last
three fiscal years. As is described in �Management�s Discussion and Analysis of Financial Condition and Results of Operations,� set forth in the
2010 Annual Report, subsequent to the PMI spin-off, PM USA recorded net revenues of $298 million from contract volume manufactured for
PMI under an agreement that terminated in the fourth quarter of 2008. Subsequent to the PMI spin-off, substantially all of Altria Group, Inc.�s
long-lived assets are located in the United States.

(e) Available Information
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Altria Group, Inc. is required to file annual, quarterly and current reports, proxy statements and other information with the SEC. Investors may
read and copy any document that Altria Group, Inc. files,
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including this Annual Report on Form 10-K, at the SEC�s Public Reference Room at 100 F Street, NE, Washington, D.C. 20549. Investors may
obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. In addition, the SEC maintains an
Internet site at http://www.sec.gov that contains reports, proxy and information statements, and other information regarding issuers that file
electronically with the SEC, from which investors can electronically access Altria Group, Inc.�s SEC filings.

Altria Group, Inc. makes available free of charge on or through its website (www.altria.com), its Annual Report on Form 10-K, Quarterly
Reports on Form 10-Q, Current Reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of
the Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after Altria Group, Inc. electronically files such material
with, or furnishes it to, the SEC. Investors can access Altria Group, Inc.�s filings with the SEC by visiting www.altria.com/secfilings.

The information on the respective websites of Altria Group, Inc. and its subsidiaries is not, and shall not be deemed to be, a part of this report or
incorporated into any other filings Altria Group, Inc. makes with the SEC.

Item 1A. Risk Factors

The following risk factors should be read carefully in connection with evaluating our business and the forward-looking statements contained in
this Annual Report on Form 10-K. Any of the following risks could materially adversely affect our business, our operating results, our financial
condition and the actual outcome of matters as to which forward-looking statements are made in this Annual Report on Form 10-K.

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

We cannot guarantee that any forward-looking statement will be realized, although we believe we have been prudent in our plans and
assumptions. Achievement of future results is subject to risks, uncertainties and inaccurate assumptions. Should known or unknown risks or
uncertainties materialize, or should underlying assumptions prove inaccurate, actual results could vary materially from those anticipated,
estimated or projected. Investors should bear this in mind as they consider forward-looking statements and whether to invest in or remain
invested in Altria Group, Inc.�s securities. In connection with the �safe harbor� provisions of the Private Securities Litigation Reform Act of 1995,
we are identifying important factors that, individually or in the aggregate, could cause actual results and outcomes to differ materially from those
contained in any forward-looking statements made by us; any such statement is qualified by reference to the following cautionary statements.
We elaborate on these and other risks we face throughout this document, particularly in the �Business Environment� sections preceding our
discussion of operating results of our subsidiaries� businesses in Management�s Discussion and Analysis of Financial Condition and Results of
Operations in the 2010 Annual Report. You should understand that it is not possible to predict or identify all risk factors. Consequently, you
should not consider the following to be a complete discussion of all potential risks or uncertainties. We do not undertake to update any
forward-looking statement that we may make from time to time.

* This section uses the terms �we,� �our� and �us� when it is not necessary to distinguish among Altria Group, Inc. and its various operating
subsidiaries or when any distinction is clear from the context.
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Tobacco-Related Litigation. Legal proceedings covering a wide range of matters are pending or threatened in various United States and foreign
jurisdictions against Altria Group, Inc. and its subsidiaries, including PM USA and UST, as well as their respective indemnitees. Various types
of claims are raised in these proceedings, including product liability, consumer protection, antitrust, tax, contraband shipments, patent
infringement, employment matters, claims for contribution and claims of competitors and distributors.

Litigation is subject to uncertainty and it is possible that there could be adverse developments in pending cases. An unfavorable outcome or
settlement of pending tobacco-related litigation could encourage the commencement of additional litigation. Damages claimed in some
tobacco-related litigation are significant and, in certain cases, range in the billions of dollars. The variability in pleadings, together with the
actual experience of management in litigating claims, demonstrate that the monetary relief that may be specified in a lawsuit bears little
relevance to the ultimate outcome. In certain cases, plaintiffs claim that defendants� liability is joint and several. In such cases, Altria Group, Inc.
or its subsidiaries may face the risk that one or more co-defendants decline or otherwise fail to participate in the bonding required for an appeal
or to pay their proportionate or jury-allocated share of a judgment. As a result, Altria Group, Inc. or its subsidiaries under certain circumstances
may have to pay more than their proportionate share of any bonding- or judgment-related amounts.

Although PM USA has historically been able to obtain required bonds or relief from bonding requirements in order to prevent plaintiffs from
seeking to collect judgments while adverse verdicts have been appealed, there remains a risk that such relief may not be obtainable in all cases.
This risk has been substantially reduced given that 43 states now limit the dollar amount of bonds or require no bond at all. As discussed in Note
21 and Item 3, tobacco litigation plaintiffs have challenged the constitutionality of Florida�s bond cap statute in several cases and plaintiffs may
challenge other state bond cap statutes. Although we cannot predict the outcome of such challenges, it is possible that the consolidated results of
operations, cash flows or financial position of Altria Group, Inc., or one or more of its subsidiaries, could be materially affected in a particular
fiscal quarter or fiscal year by an unfavorable outcome of one or more such challenges.

Altria Group, Inc. and its subsidiaries have achieved substantial success in managing litigation. Nevertheless, litigation is subject to uncertainty
and significant challenges remain. It is possible that the consolidated results of operations, cash flows or financial position of Altria Group, Inc.,
or one or more of its subsidiaries, could be materially affected in a particular fiscal quarter or fiscal year by an unfavorable outcome or
settlement of certain pending litigation. Altria Group, Inc. and each of its subsidiaries named as a defendant believe, and each has been so
advised by counsel handling the respective cases, that it has valid defenses to the litigation pending against it, as well as valid bases for appeal of
adverse verdicts. Each of the companies has defended, and will continue to defend, vigorously against litigation challenges. However, Altria
Group, Inc. and its subsidiaries may enter into settlement discussions in particular cases if they believe it is in the best interests of Altria Group,
Inc. to do so. See Note 21, Item 3 and Exhibits 99.1 and 99.2 for a discussion of pending tobacco-related litigation.

Tobacco Regulation and Control Action in the Public and Private Sectors. Our tobacco subsidiaries face significant governmental action,
including efforts aimed at reducing the incidence of tobacco use, restricting marketing and advertising, imposing regulations on packaging,
warnings and disclosure of flavors or other ingredients, prohibiting the sale of tobacco products with certain characterizing flavors or other
characteristics, limiting or prohibiting the sale of tobacco products by certain retail establishments and the sale of tobacco products in certain
packing sizes, and seeking to hold them responsible for the adverse health effects associated with both smoking and exposure to environmental
tobacco smoke.
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PM USA, USSTC and other Altria Group, Inc. subsidiaries are subject to and may become subject to regulation by the FDA, as discussed further
in Tobacco Space � Business Environment � FDA Regulation in Management�s Discussion and Analysis of Financial Condition and Results of
Operations in the 2010 Annual Report. We cannot predict how the FDA will implement and enforce its statutory authority, including by
promulgating additional regulations and pursuing possible investigatory or enforcement actions.

Governmental actions, combined with the diminishing social acceptance of smoking and private actions to restrict smoking, have resulted in
reduced cigarette industry volume, and we expect that these factors will continue to reduce cigarette consumption levels. Actions by the FDA or
other federal, state or local governments or agencies may impact the consumer acceptability of tobacco products, limit adult consumer choices,
delay or prevent the launch of new or modified tobacco products, restrict communications to adult consumers, restrict the ability to differentiate
tobacco products, create a competitive advantage or disadvantage for certain tobacco companies, impose additional manufacturing, labeling or
packing requirements, require the recall or removal of tobacco products from the marketplace or otherwise significantly increase the cost of
doing business, all or any of which may have a material adverse impact on the results of operations or financial condition of Altria Group, Inc.

Excise Taxes. Tobacco products are subject to substantial excise taxes and significant increases in tobacco product-related taxes or fees have
been proposed or enacted and are likely to continue to be proposed or enacted within the United States at the state, federal and local levels. Tax
increases are expected to continue to have an adverse impact on sales of our tobacco products due to lower consumption levels and to a potential
shift in consumer purchases from the premium to the non-premium or discount segments or to other low-priced or low-taxed tobacco products or
to counterfeit and contraband products. For further discussion, see Tobacco Space � Business Environment � Excise Taxes in Management�s
Discussion and Analysis of Financial Condition and Results of Operations in the 2010 Annual Report.

Increased Competition in the United States Tobacco Categories. Each of Altria Group, Inc.�s tobacco subsidiaries operates in highly competitive
tobacco categories. Settlements of certain tobacco litigation in the United States have resulted in substantial cigarette price increases. PM USA
faces competition from lowest priced brands sold by certain United States and foreign manufacturers that have cost advantages because they are
not parties to these settlements. These manufacturers may fail to comply with related state escrow legislation or may avoid escrow deposit
obligations on the majority of their sales by concentrating on certain states where escrow deposits are not required or are required on fewer than
all such manufacturers� cigarettes sold in such states. Additional competition has resulted from diversion into the United States market of
cigarettes intended for sale outside the United States, the sale of counterfeit cigarettes by third parties, the sale of cigarettes by third parties over
the Internet and by other means designed to avoid collection of applicable taxes, and increased imports of foreign lowest priced brands. USSTC
faces significant competition in the smokeless tobacco category, both from existing competitors and new entrants, and has experienced consumer
down-trading to lower-priced brands. In the cigar category, additional competition has resulted from increased imports of machine-made large
cigars manufactured offshore.

Governmental Investigations. From time to time, Altria Group, Inc. and its subsidiaries are subject to governmental investigations on a range of
matters. We cannot predict whether new investigations may be commenced or the outcome of such investigations, and it is possible that our
subsidiaries� businesses could be materially affected by an unfavorable outcome of future investigations.

New Tobacco Product Technologies. Altria Group, Inc.�s tobacco subsidiaries continue to seek ways to develop and to commercialize new
tobacco product technologies that may reduce the health
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risks associated with current tobacco products, while continuing to offer adult tobacco consumers products that meet their taste expectations.
Potential solutions being researched include tobacco products that reduce or eliminate exposure to cigarette smoke and/or constituents identified
by public health authorities as harmful. Our tobacco subsidiaries may not succeed in these efforts. If they do not succeed, but one or more of
their competitors does, our subsidiaries may be at a competitive disadvantage. Further, we cannot predict whether regulators, including the FDA,
will permit the marketing of tobacco products with claims of reduced risk to consumers or whether consumers� purchase decisions would be
affected by such claims, which could affect the commercial viability of any tobacco products that might be developed.

Adjacency Strategy. Altria Group, Inc. and its subsidiaries have adjacency growth strategies involving moves and potential moves into
complementary products or processes. We cannot guarantee that these strategies, or any products introduced in connection with these strategies,
will be successful.

Tobacco Price, Availability and Quality. Any significant change in tobacco leaf prices, quality or availability could affect our tobacco
subsidiaries� profitability and business. For a discussion of factors that influence leaf prices, availability and quality, see Tobacco Space � Business
Environment � Tobacco Price, Availability and Quality in Management�s Discussion and Analysis of Financial Condition and Results of
Operations in the 2010 Annual Report.

Tobacco Key Facilities; Supply Security. Altria Group, Inc.�s tobacco subsidiaries face risks inherent in reliance on a few significant facilities
and a small number of significant suppliers. A natural or man-made disaster or other disruption that affects the manufacturing facilities of any of
Altria Group, Inc.�s tobacco subsidiaries or the facilities of any significant suppliers of any of Altria Group, Inc.�s tobacco subsidiaries could
adversely impact the operations of the affected subsidiaries. An extended interruption in operations experienced by one or more Altria Group,
Inc. subsidiaries or significant suppliers could have a material adverse effect on the results of operations and financial condition of Altria Group,
Inc.

Attracting and Retaining Talent. Our ability to implement our strategy of attracting and retaining the best talent may be impaired by the
decreasing social acceptance of tobacco usage. The tobacco industry competes for talent with the consumer products industry and other
companies that enjoy greater societal acceptance. As a result, our tobacco subsidiaries may be unable to attract and retain the best talent.

Competition, Evolving Consumer Preferences and Economic Downturns. Each of our tobacco and wine subsidiaries is subject to intense
competition, changes in consumer preferences and changes in economic conditions. To be successful, they must continue to:

� promote brand equity successfully;

� anticipate and respond to new and evolving consumer preferences;

� develop new products and markets and to broaden brand portfolios in order to compete effectively with lower-priced products;

� improve productivity; and

� protect or enhance margins through cost savings and price increases.

Edgar Filing: ALTRIA GROUP, INC. - Form 10-K

Table of Contents 29



The willingness of adult consumers to purchase premium consumer product brands depends in part on economic conditions. In periods of
economic uncertainty, adult consumers may purchase more discount brands and/or, in the case of tobacco products, consider lower-priced
tobacco products. The volumes of our tobacco and wine subsidiaries could suffer accordingly.
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Our finance subsidiary, PMCC, holds investments in finance leases, principally in transportation (including aircraft), power generation and
manufacturing equipment and facilities. Its lessees are also subject to intense competition and economic conditions. If parties to PMCC�s leases
fail to manage through difficult economic and competitive conditions, PMCC may have to increase its allowance for losses, which would
adversely affect our earnings.

Acquisitions. Altria Group, Inc. from time to time considers acquisitions. From time to time we may engage in confidential acquisition
negotiations that are not publicly announced unless and until those negotiations result in a definitive agreement. Although we seek to maintain or
improve our credit ratings over time, it is possible that completing a given acquisition or other event could impact our credit ratings or the
outlook for those ratings. Furthermore, acquisition opportunities are limited, and acquisitions present risks of failing to achieve efficient and
effective integration, strategic objectives and anticipated revenue improvements and cost savings. There can be no assurance that we will be able
to continue to acquire attractive businesses on favorable terms, that we will realize any of the anticipated benefits from an acquisition or that
acquisitions will be quickly accretive to earnings.

Capital Markets. Access to the capital markets is important for us to satisfy our liquidity and financing needs. Disruption and uncertainty in the
capital markets and any resulting tightening of credit availability, pricing and/or credit terms may negatively affect the amount of credit
available to us and may also increase our costs and adversely affect our earnings or our dividend rate.

Exchange Rates. For purposes of financial reporting, the equity earnings attributable to Altria Group, Inc.�s investment in SABMiller are
translated into U.S. dollars from various local currencies based on average exchange rates prevailing during a reporting period. During times of a
strengthening U.S. dollar against these currencies, our reported equity earnings in SABMiller will be reduced because the local currencies will
translate into fewer U.S. dollars.

Asset Impairment. We periodically calculate the fair value of our goodwill and intangible assets to test for impairment. This calculation may be
affected by general economic conditions, regulatory developments, changes in category growth rates as a result of changing consumer
preferences, success of planned new product introductions, competitive activity and tobacco-related taxes. If an impairment is determined to
exist, we will incur impairment losses, which will reduce our earnings. For further discussion, see Critical Accounting Policies and Estimates �
Depreciation, Amortization and Intangible Asset Valuation in Management�s Discussion and Analysis of Financial Condition and Results of
Operations in the 2010 Annual Report.

IRS Challenges to PMCC Leases. The Internal Revenue Service has challenged the tax treatment of certain of PMCC�s leveraged leases. Should
Altria Group, Inc. not prevail in any one or more of these matters, Altria Group, Inc. may have to accelerate the payment of significant amounts
of federal income tax, pay associated interest costs and penalties, if imposed, and significantly lower its earnings to reflect the recalculation of
the income from the affected leveraged leases, which could have a material effect on the earnings and cash flows of Altria Group, Inc. in a
particular fiscal quarter or fiscal year. For further discussion see Note 21 and Item 3.

Wine � Competition; Grape Supply; Regulation and Excise Taxes. Ste. Michelle�s business is subject to significant competition, including from
many large, well-established national and international organizations. The adequacy of Ste. Michelle�s grape supply is influenced by consumer
demand for wine in relation to industry-wide production levels as well as by weather and crop conditions, particularly in eastern Washington
state. Supply shortages related to any one or more of these factors could increase production costs and wine prices, which ultimately may have a
negative impact on Ste. Michelle�s sales. In addition, federal, state and local governmental agencies regulate the alcohol beverage industry
through various means, including licensing requirements, pricing, labeling and
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advertising restrictions, and distribution and production policies. New regulations or revisions to existing regulations, resulting in further
restrictions or taxes on the manufacture and sale of alcoholic beverages, may have an adverse effect on Ste. Michelle�s wine business. For further
discussion, see Wine Segment � Business Environment in Management�s Discussion and Analysis of Financial Condition and Results of
Operations in the 2010 Annual Report.

Item  1B. Unresolved Staff Comments.

None.

Item 2. Properties.

The property in Richmond, Virginia that serves as the headquarters facility for Altria Group, Inc., PM USA, USSTC and Middleton and certain
other subsidiaries is under lease.

At December 31, 2010, PM USA owned and operated three tobacco manufacturing and processing facilities in the Richmond, Virginia area. PM
USA ceased production at its Cabarrus, North Carolina manufacturing facility and completed the consolidation of its cigarette manufacturing
capacity into its Richmond, Virginia facility on July 29, 2009. During 2010, PM USA substantially completed the de-commissioning of the
Cabarrus facility and expects to fully complete the de-commissioning in early 2011. In addition, PM USA owns a research and technology
center in Richmond, Virginia that is leased to an affiliate, Altria Client Services Inc.

At December 31, 2010, a wholly-owned subsidiary of USSTC owned and operated four smokeless tobacco manufacturing and processing
facilities located in Franklin Park, Illinois; Hopkinsville, Kentucky; Nashville, Tennessee; and York County, Virginia.

At December 31, 2010, Middleton owned and operated two manufacturing and processing facilities � one in King of Prussia, Pennsylvania and
one in Limerick, Pennsylvania.

At December 31, 2010, Ste. Michelle operated 11 wine-making facilities � seven in Washington State, three in California and one in Oregon. All
of these facilities are owned, with the exception of a facility which is leased in the state of Washington. In addition, in order to support the
production of its wines, Ste. Michelle owns or leases vineyards in Washington State, California and Oregon.

The plants and properties owned or leased and operated by Altria Group, Inc. and its subsidiaries are maintained in good condition and are
believed to be suitable and adequate for present needs.

Item 3. Legal Proceedings.
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Legal proceedings covering a wide range of matters are pending or threatened in various United States and foreign jurisdictions against Altria
Group, Inc. and its subsidiaries, including PM USA and UST and its subsidiaries, as well as their respective indemnitees. Various types of
claims are raised in these proceedings, including product liability, consumer protection, antitrust, tax, contraband shipments, patent
infringement, employment matters, claims for contribution and claims of distributors.

Litigation is subject to uncertainty and it is possible that there could be adverse developments in pending or future cases. An unfavorable
outcome or settlement of pending tobacco-related or other litigation could encourage the commencement of additional litigation. Damages
claimed in some tobacco-related and other litigation are or can be significant and, in certain cases, range in the billions of dollars. The variability
in pleadings in multiple jurisdictions, together with the actual experience of management in litigating claims, demonstrate that the monetary
relief that may be specified in a lawsuit
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bears little relevance to the ultimate outcome. In certain cases, plaintiffs claim that defendants� liability is joint and several. In such cases, Altria
Group, Inc. or its subsidiaries may face the risk that one or more co-defendants decline or otherwise fail to participate in the bonding required for
an appeal or to pay their proportionate or jury-allocated share of a judgment. As a result, Altria Group, Inc. or its subsidiaries under certain
circumstances may have to pay more than their proportionate share of any bonding- or judgment-related amounts.

Although PM USA has historically been able to obtain required bonds or relief from bonding requirements in order to prevent plaintiffs from
seeking to collect judgments while adverse verdicts have been appealed, there remains a risk that such relief may not be obtainable in all cases.
This risk has been substantially reduced given that 43 states now limit the dollar amount of bonds or require no bond at all. As discussed below,
however, tobacco litigation plaintiffs have challenged the constitutionality of Florida�s bond cap statute in several cases and plaintiffs may
challenge other state bond cap statutes. Although we cannot predict the outcome of such challenges, it is possible that the consolidated results of
operations, cash flows or financial position of Altria Group, Inc., or one or more of its subsidiaries, could be materially affected in a particular
fiscal quarter or fiscal year by an unfavorable outcome of one or more such challenges.

Altria Group, Inc. and its subsidiaries record provisions in the consolidated financial statements for pending litigation when they determine that
an unfavorable outcome is probable and the amount of the loss can be reasonably estimated. At the present time, while it is reasonably possible
that an unfavorable outcome in a case may occur, except as discussed elsewhere in this Item 3. Legal Proceedings: (i) management has
concluded that it is not probable that a loss has been incurred in any of the pending tobacco-related cases; (ii) management is unable to estimate
the possible loss or range of loss that could result from an unfavorable outcome in any of the pending tobacco-related cases; and
(iii) accordingly, management has not provided any amounts in the consolidated financial statements for unfavorable outcomes, if any. Legal
defense costs are expensed as incurred.

Altria Group, Inc. and its subsidiaries have achieved substantial success in managing litigation. Nevertheless, litigation is subject to uncertainty
and significant challenges remain. It is possible that the consolidated results of operations, cash flows or financial position of Altria Group, Inc.,
or one or more of its subsidiaries, could be materially affected in a particular fiscal quarter or fiscal year by an unfavorable outcome or
settlement of certain pending litigation. Altria Group, Inc. and each of its subsidiaries named as a defendant believe, and each has been so
advised by counsel handling the respective cases, that it has valid defenses to the litigation pending against it, as well as valid bases for appeal of
adverse verdicts. Each of the companies has defended, and will continue to defend, vigorously against litigation challenges. However, Altria
Group, Inc. and its subsidiaries may enter into settlement discussions in particular cases if they believe it is in the best interests of Altria Group,
Inc. to do so.
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Overview of Altria Group, Inc. and/or PM USA Tobacco-Related Litigation

Types and Number of Cases

Claims related to tobacco products generally fall within the following categories: (i) smoking and health cases alleging personal injury brought
on behalf of individual plaintiffs; (ii) smoking and health cases primarily alleging personal injury or seeking court-supervised programs for
ongoing medical monitoring and purporting to be brought on behalf of a class of individual plaintiffs, including cases in which the aggregated
claims of a number of individual plaintiffs are to be tried in a single proceeding; (iii) health care cost recovery cases brought by governmental
(both domestic and foreign) and non-governmental plaintiffs seeking reimbursement for health care expenditures allegedly caused by cigarette
smoking and/or disgorgement of profits; (iv) class action suits alleging that the uses of the terms �Lights� and �Ultra Lights� constitute deceptive and
unfair trade practices, common law fraud, or violations of the Racketeer Influenced and Corrupt Organizations Act (�RICO�); and (v) other
tobacco-related litigation described below. Plaintiffs� theories of recovery and the defenses raised in pending smoking and health, health care cost
recovery and �Lights/Ultra Lights� cases are discussed below.

The table below lists the number of certain tobacco-related cases pending in the United States against PM USA and, in some instances, Altria
Group, Inc. as of February 18, 2011, December 31, 2010 and December 31, 2009.

Type of Case

Number of Cases
Pending as of
February 18,

2011

Number of Cases
Pending as

of
December 31,

2010

Number of Cases
Pending as

of
December 31,

2009

Individual Smoking and Health Cases (1) 88 92 89
Smoking and Health Class Actions and
Aggregated Claims Litigation (2) 11 11 7
Health Care Cost Recovery Actions 3 4 3
�Lights/Ultra Lights� Class Actions 27 27 28
Tobacco Price Cases 1 1 2

(1) Does not include 2,590 cases brought by flight attendants seeking compensatory damages for personal injuries allegedly caused by
exposure to environmental tobacco smoke (�ETS�). The flight attendants allege that they are members of an ETS smoking and health class
action, which was settled in 1997 (Broin). The terms of the court-approved settlement in that case allow class members to file individual
lawsuits seeking compensatory damages, but prohibit them from seeking punitive damages. Also, does not include approximately 7,223
individual smoking and health cases (3,284 state court cases and 3,939 federal court cases) brought by or on behalf of approximately 8,890
plaintiffs in Florida (4,952 state court plaintiffs and 3,938 federal court plaintiffs) following the decertification of the Engle case discussed
below. It is possible that some of these cases are duplicates and that additional cases have been filed but not yet recorded on the courts�
dockets. Certain Broin plaintiffs have filed a motion seeking approximately $50 million in sanctions for alleged interference by R.J.
Reynolds Tobacco Company (�R.J. Reynolds�) and PM USA with Lorillard, Inc.�s acceptance of offers of settlement in the Broin progeny
cases.

(2) Includes as one case the 638 civil actions (of which 366 are actions against PM USA) that are proposed to be tried in a single proceeding in
West Virginia (In re: Tobacco Litigation). Middleton and USSTC were named as defendants in this action but they, along with other
non-cigarette manufacturers, have been severed from this case. The West Virginia Supreme Court of Appeals has ruled that the United
States Constitution does not preclude a trial in two phases in this case. Under the current trial plan, issues related to defendants� conduct
and plaintiffs� entitlement to
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punitive damages would be determined in the first phase. The second phase would consist of individual trials to determine liability, if any,
as well as compensatory and punitive damages, if any. The case is currently scheduled for trial on October 17, 2011.

International Tobacco-Related Cases

As of February 18, 2011, PM USA is a named defendant in Israel in one �Lights� class action and one health care cost recovery action. PM USA is
a named defendant in three health care cost recovery actions in Canada, two of which also name Altria Group, Inc. as a defendant. PM USA and
Altria Group, Inc. are also named defendants in six smoking and health class actions filed in various Canadian provinces. See �Guarantees� for a
discussion of the Distribution Agreement between Altria Group, Inc. and PMI that provides for indemnities for certain liabilities concerning
tobacco products.

Pending and Upcoming Tobacco-Related Trials

As of February 24, 2011, 49 Engle progeny cases and 10 individual smoking and health cases against PM USA are set for trial in 2011. Cases
against other companies in the tobacco industry are also scheduled for trial in 2011. Trial dates are subject to change.

Trial Results

Since January 1999, verdicts have been returned in 66 smoking and health, �Lights/Ultra Lights� and health care cost recovery cases in which PM
USA was a defendant. Verdicts in favor of PM USA and other defendants were returned in 38 of the 66 cases. These 38 cases were tried in
California (5), Florida (18), Mississippi (1), Missouri (2), New Hampshire (1), New Jersey (1), New York (3), Ohio (2), Pennsylvania (1), Rhode
Island (1), Tennessee (2), and West Virginia (1). A motion for a new trial was granted in one of the cases in Florida.

Of the 28 cases in which verdicts were returned in favor of plaintiffs, eleven have reached final resolution and one case (Williams � see below)
has reached partial resolution. A verdict against defendants in one health care cost recovery case (Blue Cross/Blue Shield) has been reversed and
all claims were dismissed with prejudice. In addition, a verdict against defendants in a purported �Lights� class action in Illinois (Price) was
reversed and the case was dismissed with prejudice in December 2006. In December 2008, the plaintiff in Price filed a motion with the state trial
court to vacate the judgment dismissing this case in light of the United States Supreme Court�s decision in Good (see below for a discussion of
developments in Good and Price). After exhausting all appeals, PM USA has paid judgments in these cases totaling $116.4 million and interest
totaling $70.6 million.
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The chart below lists the verdicts and post-trial developments in the cases that were pending during 2010 in which verdicts were returned in
favor of plaintiffs.

            Date             

Location of
Court/ Name

of Plaintiff

Type of

Case Verdict Post-Trial Developments

February 2011 Florida/

Huish

Engle progeny On February 22, 2011, an Alachua
County jury returned a verdict in
favor of plaintiff and against PM
USA. The jury awarded $750,000 in
compensatory damages and allocated
25% of the fault to PM USA (an
amount of $187,500). On February
24, 2011, the jury also awarded $1.5
million in punitive damages against
PM USA.

PM USA intends to appeal the
verdict.

February 2011 Florida/
Hatziyannakis

Engle progeny On February 15, 2011, a Broward
County jury returned a verdict in
favor of plaintiff and against PM
USA. The jury awarded
approximately $270,000 in
compensatory damages and allocated
32% of the fault to PM USA (an
amount of approximately $86,000).

PM USA intends to appeal this
verdict.

August 2010 Florida/

Piendle

Engle progeny In August 2010, a Palm Beach
County jury returned a verdict in
favor of plaintiff and against PM
USA and R.J. Reynolds. The jury
awarded $4 million in compensatory
damages and allocated 27.5% of the
fault to PM USA (an amount of
approximately $1.1 million). The
jury also awarded $90,000 in
punitive damages against PM USA.

In September 2010, the trial court
entered final judgment. On January
18, 2011, the trial court denied the
parties� post-trial motions. On
February 8, 2011, PM USA filed its
notice of appeal and has posted a
$1.2 million bond.
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            Date             

Location of
Court/ Name

of Plaintiff

Type of

Case Verdict Post-Trial Developments

July 2010 Florida/
Tate

Engle progeny In July 2010, a Broward County jury
in the Tate trial returned a verdict in
favor of the plaintiff and against PM
USA. The jury awarded $8 million in
compensatory damages and allocated
64% of the fault to PM USA (an
amount of approximately $5.1
million). The jury also awarded
approximately $16.3 million in
punitive damages against PM USA.

In August 2010, the trial court
entered final judgment, and PM USA
filed its notice of appeal and posted a
$5 million appeal bond.

April 2010 Florida/ Putney Engle progeny In April 2010, a Broward County
jury in the Putney trial returned a
verdict in favor of the plaintiff and
against PM USA, R.J. Reynolds and
Liggett Group. The jury awarded
approximately $15.1 million in
compensatory damages and allocated
15% of the fault to PM USA (an
amount of approximately $2.3
million). The jury also awarded $2.5
million in punitive damages against
PM USA.

In August 2010, the trial court
entered final judgment. PM USA
filed its notice of appeal and posted a
$1.6 million appeal bond.

March 2010 Florida/

R. Cohen

Engle

progeny

In March 2010, a Broward County
jury in the R. Cohen trial returned a
verdict in favor of the plaintiff and
against PM USA and R.J. Reynolds.
The jury awarded $10 million in
compensatory damages and allocated
33 1/3% of the fault to PM USA (an
amount of approximately $3.3
million). The jury also awarded a
total of $20 million in punitive
damages, assessing separate $10
million awards against both
defendants.

In July 2010, the trial court entered
final judgment and, in August 2010,
PM USA filed its notice of appeal. In
October 2010, PM USA posted a
$2.5 million appeal bond.
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            Date             

Location of
Court/ Name

of Plaintiff

Type of

Case Verdict Post-Trial Developments

March 2010 Florida/

Douglas

Engle

progeny

In March 2010, the jury in the
Douglas trial (conducted in
Hillsborough County) returned a
verdict in favor of the plaintiff and
against PM USA, R.J. Reynolds and
Liggett Group. The jury awarded $5
million in compensatory damages.
Punitive damages were dismissed
prior to trial. The jury allocated 18%
of the fault to PM USA, resulting in
an award of $900,000.

In June 2010, PM USA filed its
notice of appeal and posted a
$900,000 appeal bond. In September
2010, the plaintiff filed with the trial
court a challenge to the
constitutionality of the Florida bond
cap statute.

November 2009 Florida/

Naugle

Engle

progeny

In November 2009, a Broward
County jury in the Naugle trial
returned a verdict in favor of the
plaintiff and against PM USA. The
jury awarded approximately $56.6
million in compensatory damages
and $244 million in punitive
damages. The jury allocated 90% of
the fault to PM USA.

In March 2010, the trial court entered
final judgment reflecting a reduced
award of approximately $13 million
in compensatory damages and $26
million in punitive damages. In April
2010, PM USA filed its notice of
appeal and posted a $5 million
appeal bond. In August 2010, upon
the motion of PM USA, the trial
court entered an amended final
judgment of approxi-mately $12.3
million in compensatory damages
and approximately $24.5 million in
punitive damages to correct a clerical
error. The case remains on appeal.
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            Date             

Location of
Court/ Name

of Plaintiff

Type of

Case Verdict Post-Trial Developments

August 2009 Florida/

F. Campbell

Engle

progeny

In August 2009, the jury in the F.
Campbell trial (conducted in
Escambia County) returned a verdict
in favor of the plaintiff and against
R.J. Reynolds, PM USA and Liggett
Group. The jury awarded $7.8
million in compensatory damages.
There was no punitive damages
award. In September 2009, the trial
court entered final judgment and
awarded the plaintiff $156,000 in
damages against PM USA due to the
jury allocating only 2% of the fault to
PM USA.

In January 2010, defendants filed
their notice of appeal, and PM USA
posted a $156,000 appeal bond. The
Florida First District Court of
Appeals heard argument on
January 5, 2011.

August 2009 Florida/

Barbanell

Engle

progeny

In August 2009, a Broward County
jury in the Barbanell trial returned a
verdict in favor of the plaintiff,
awarding $5.3 million in
compensatory damages. The judge
had previously dismissed the
punitive damages claim. In
September 2009, the trial court
entered final judgment and awarded
plaintiff $1.95 million in actual
damages. The judgment reduced the
jury�s $5.3 million award of
compensatory damages due to the
jury allocating 36.5% of the fault to
PM USA.

A notice of appeal was filed by PM
USA in September 2009, and PM
USA posted a $1.95 million appeal
bond.
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            Date             

Location of
Court/ Name

of Plaintiff

Type of

Case Verdict Post-Trial Developments

February 2009 Florida/

Hess

Engle

progeny

In February 2009, a Broward County
jury in the Hess trial found in favor
of plaintiffs and against PM USA.
The jury awarded $3 million in
compensatory damages and $5
million in punitive damages. In June
2009, the trial court entered final
judgment and awarded plaintiffs
$1,260,000 in actual damages and $5
million in punitive damages. The
judgment reduced the jury�s $3
million award of compensatory
damages due to the jury allocating
42% of the fault to PM USA.

PM USA noticed an appeal to the
Fourth District Court of Appeal in
July 2009. In April 2010, the trial
court signed an order releasing a
previously posted bond pursuant to
an agreement between the parties.
The case remains on appeal to the
Florida District Court of Appeals for
the Fourth District. Argument is
scheduled to be heard March 16,
2011.

May 2007 California/
Whiteley

Individual
Smoking and
Health

Approximately $2.5 million in
compensatory damages against PM
USA and the other defendant in the
case, as well as $250,000 in punitive
damages against the other defendant
in the case.

In October 2007, in a limited retrial
on the issue of punitive damages, the
jury found that plaintiffs are not
entitled to punitive damages against
PM USA. In March 2008, PM USA
noticed an appeal to the California
Court of Appeal, First Appellate
District, which affirmed the
judgment in October 2009. In
November 2009, PM USA and the
other defendant in the case filed a
petition for review with the
California Supreme Court. In
January 2010, the California
Supreme Court denied defendants�
petition for review. PM USA
recorded a provision for
compensatory damages of $1.26
million plus costs and interest in the
first quarter of 2010, and paid its
share of the judgment in
February 2010, concluding this
litigation.
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