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PART |

ITEM 1.
General

BUSINESS

Pfizer Inc. (which may be referred toRfizer, the Company, we, us or
our) is a research-based, global biopharmaceuticapaosn We apply
science and our global resources to improve healthwell-being at every
stage of life. We strive to set the standard falitys safety and value in
the discovery, development and manufacture of nresicfor people and
animals. Our diversified global healthcare portdaticludes human and
animal biologic and small molecule medicines anctirees, as well as
nutritional products and many of the world’s bestn consumer
healthcare products. Every day, we work acrossldped and emerging
markets to advance wellness, prevention, treatnssm<ures that
challenge the most feared diseases of our timesi€emt with our
responsibility as the world’s leading biopharmamitcompany, we also
collaborate with other biopharmaceutical comparfieg)thcare providers,
governments and local communities to support apamec access to
reliable, affordable healthcare around the world.

The Company was incorporated under the laws oSthee of
Delaware on June 2, 1942.

On October 15, 2009, we completed our acquisitioWgeth. The
acquisition was a cash-and-stock transaction valgskd on the closing
market price of Pfizer's common stock on the adtjais date, at $50.40
per share of Wyeth common stock, or a total of exiprately $68 billion.

On October 12, 2010, we and King Pharmaceuticats,(King)
announced that we had entered into a definitivegereagreement under
the terms of which we will acquire King, a diveisd specialty
pharmaceutical discovery and clinical developmemgany, for $3.6
billion in cash or $14.25 per King share. On Japdr, 2011, we
acquired approximately 92.5% of King’s outstandiimgnmon stock
through the completion of a tender offer. We intemdomplete the
acquisition of King through a short-form merger an@iennessee law on
or about February 28, 2011, without a vote of #maaining shareholders
of King. As a result of the merger, each remairshgre of King common
stock

will be converted into the right to receive $14[®#5 share, net in cash,
without interest and less any required withholdizxges and King will
become a wholly-owned subsidiary of Pfizer.

Pfizer Website

Our Annual Report on Form 10-K, Quarterly ReporisForm 10-Q,
Current Reports on Form 8-K and amendments to theysats filed or
furnished pursuant to Section 13(a) or 15(d) ofSkeurities Exchange
Act of 1934, as amended (Exchange Act), are availab our website
(www.pfizer.com) in text format and in interactive data file formas
soon as reasonably practicable after we electriyiil@ such material
with, or furnish it to, the Securities and Excha@mmmission (SEC).

Throughout this 2010 Form 10-K, we “incorporaterbference”
certain information from parts of other documeiitedfor to be filed with
the SEC, including our Proxy Statement for the 28hhual Meeting of
Shareholders (2011 Proxy Statement) and the 201dhEial Report,
which will be contained in Appendix A to our 201doRy Statement. The
SEC allows us to disclose important informatiorréferring to it in that
manner. Please refer to such information. Our 28dfual Report to
Shareholders consists of the 2010 Financial Repuatthe Corporate and
Shareholder Information attached to the 2011 P&tayement. Portions of
our 2010 Financial Report are filed as Exhibit d3his 2010 Form 10-K.
Our 2010 Financial Report will be available on wabsite
(www.pfizer.comdn or about February 28, 2011. Our 2011 Proxy
Statement will be available on our website on autMarch 22, 2011.

Information relating to corporate governance atétfiincluding our
Corporate Governance Principles; Director QualifaraStandards; Chief
Executive Officer and Chief Financial Officer cédations; Pfizer
Policies on Business Conduct (for all of our emples, including our
Chief Executive Officer, Chief Financial Officer@®rincipal Accounting
Officer); Code of Business Conduct and Ethics far Directors;
information concerning our Directors; ways to conmicate by e-mail
with our Directors; Board Committees; Committee &éra; and
transactions in Pfizer securities by Directors @fficers, is available on
our websitgwww.pfizer.com) We will provide any
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of the foregoing information without charge upornitten request to
Matthew Lepore, Vice President and Corporate SagreChief Counsel-
Corporate Governance, Pfizer Inc., 235 East 42ree§tNew York, NY
10017-5755. Information relating to shareholdevises, including our
Shareholder Investment Program, book-entry sharemship and direct
deposit of dividends, is also available on our vitel®/ww.pfizer.com)

Business Segments

We operate two distinct commercial organizationgctvlzonstitute our
two business segments: Biopharmaceutical and Dfiegts
Biopharmaceutical includes the Primary Care, Sjtgdzare, Established
Products, Emerging Markets and Oncology customeusfed units,
which, in 2010, included products that prevent &edt cardiovascular
and metabolic diseases, central nervous systemdéis) arthritis and
pain, infectious and respiratory diseases, urogkoinditions, cancer, eye
disease and endocrine disorders, among otherstdified includes
Animal Health products that prevent and treat diesan livestock and
companion animals; Consumer Healthcare productsrtblaide over-the-
counter healthcare products such as pain managéhezapies,
cough/cold/allergy remedies, dietary supplemergmdrrhoidal care and
other personal care items; Nutrition products saenfant and toddler
formula products; an@apsugel which represents our hard capsules
business.

Comparative segment information for 2010, 2009 20@B is presented
in the tables captioneBegment Revenues and Profit: Segment Assets,
Property, Plant and Equipment Additions, and Deaton and
Amortization; GeographicandRevenues by Produict Note 20 to our
consolidated financial statemenBggment, Geographic and Revenue
Information,in our 2010 Financial Report. The information frtmse
tables in our 2010 Financial Report is incorpordigdeference in this
2010 Form 10-K.

Our businesses are heavily regulated in most of thetries in which
we operate. In the U.S., the principal authorityulating our operations is
the Food and Drug Administration (FDA). The FDA uégjes the safety
and efficacy of the products we offer and our reseguality,
manufacturing processes, product promotion, adegiand

product labeling. Similar regulations exist in mo#tier countries, and in
many countries the government also regulates aceprSedsovernment
Regulation and Price Constrainbelow.

Biopharmaceutical

Revenues from the Biopharmaceutical segment carnétb
approximately 86% of our total revenues in 2010 @i%h of our total
revenues in both 2009 and 2008.

We recorded direct product sales of more than Bibifor each of 15
Biopharmaceutical products in 2010, and for eachireé legacy Pfizer
Biopharmaceutical products in 2009 and 2008. Tipeséducts represented
60% of our Biopharmaceutical revenues in 2010, B6%ur
Biopharmaceutical revenues in 2009 and 60% of eoptBarmaceutical
revenues in 2008.

Worldwide Biopharmaceutical revenues in 2010 wés@. 5 billion, an
increase of 29% compared to 2009, primarily dugaéoinclusion of
operational revenues from legacy Wyeth productsppiroximately $13.7
billion, which favorably impacted Biopharmaceuticavenues by 30%,
the weakening of the U.S. dollar relative to ottwrencies, primarily the
Canadian dollar, Australian dollar, Japanese yehBrazilian real, which
favorably impacted Biopharmaceutical revenues lpr@pmately $900
million, or 2%, partially offset by the decreaseojperational revenues of
approximately $1.5 billion, or 3%, from legacy Rfiproducts overall,
including Norvasc, Camptosar, Lipitor andDetrol/Detrol LAin 2010.

Geographically, in the U.S., Biopharmaceutical raes increased
30% in 2010 compared to 2009 primarily due to tieuision of revenues
from legacy Wyeth products of $6.6 billion, whicacha favorable impact
of 33%, partially offset by lower overall revendesm legacy Pfizer
products, includind.ipitor , Detrol/Detrol LA, Celebrex, Lyrica, Chantix
andCaduet, and the impact of increased rebates in 2010rasudt of the
impact of the U.S. healthcare legislation enaatellarch 2010, all of
which had an unfavorable impact of $664 million3é.
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In our international markets, Biopharmaceuticakraes increased
28% in 2010 compared to 2009 reflecting the indoif operational
revenues from legacy Wyeth products of $7.1 billiwhich had a
favorable impact of 28%, and the favorable impéddbreign exchange on
international Biopharmaceutical revenues of appnaely $900 million,
or 3%, partially offset by lower operational revesdrom legacy Pfizer
products of $819 million, or 3%. The decrease ieraponal revenues of
legacy Pfizer products was due to lower operatiomadnues from, among
other productd.,ipitor , NorvascandCamptosar, all of which were
impacted by the loss of exclusivity in certain migional markets.

Biopharmaceutical—Selected Product Descriptions:

e Lipitor , for the treatment of elevated LDL-cholesterolisvin the
blood, is the most widely-used branded prescriptieatment for
lowering cholesterol and the best-selling presmippharmaceutical
product of any kind in the world. S&atents and Intellectual
Property Right<for further information otLipitor .

« Enbrelis our treatment for rheumatoid arthritis, polyautar
juvenile rheumatoid arthritis, psoriatic arthritgaque psoriasis ar
ankylosing spondylitis, a type of arthritis affeqgithe spine. The
approval of a number of competing products fortthatment of
psoriasis is expected to increase competition veigipect tdEnbrel
in 2011. Under our agreement with Amgen Inc. (Amgere and
Amgen co-promot&nbrelin the U.S. and Canada and share in the
profits fromEnbrelsales in those countries. Our co-promotion
agreement with Amgen expires in 2013, and we atilezhto a
royalty stream for 36 months thereafter, whichigmsicantly less
than our current share Bhbrelprofits from U.S. and Canadian
sales. Our exclusive rights Enbreloutside the U.S. and Canada
will not be affected by the expiration of the-promotion agreemer

¢ Lyricais indicated for the management of post-herpetigaigia
(PHN), diabetic peripheral neuropathy (DPN), fibsaigia, and as
adjunctive therapy for adult patients with partiaket seizures in the
U.S., and for neuropathic pain, adjunctive treatneérepilepsy and
general anxiety disorder (GAD) in certain countoesside the U.<

Prevnar/Prevenar 1zlaunched in Germany in late 2009 and in the
U.S. in early 201Qwith launches in other markets in 2010, is our
13-valent pneumococcal conjugate vaccine for préwgrinvasive
pneumococcal disease in infants and young childrerdate,
Prevnar/Prevenar 1has been approved in over 80 countries and
launched in over 55 of those countri

Celebrexis for the treatment of the signs and symptonr
osteoarthritis and rheumatoid arthritis and acaie g adults.
Celebrexs supported by continued educational and promation
efforts highlighting its efficacy and safety prefilor appropriate
patients

Viagraremains the leading treatment for erectile dysfioncand on

of the world’s most recognized pharmaceutical bsaaiter more

than a decadé&/iagrabegan facing generic competition in Spain and
Finland in December 200

Xalabrandsconsists oXalatan, a prostaglandin, the wo’s leadinc
branded agent to reduce elevated eye pressurdiémgsawith open-
angle glaucoma or ocular hypertension Xatacom, a fixed
combination prostaglandin{alatan)and beta blocker (timolol),
available outside the U.S. We expect to lose ekdtysor Xalatan
in the U.S. in March 2011 and falatanandXalacomin the
majority of major European markets in July 2011. &ve however,
pursuing a pediatric extension in Europe. If susfiésexclusivity in
the majority of major European markets will be exted by six
months to January 201

Effexor XR(extended release capsules) is our antidepressant f
treating adult patients with major depressive disorgeneralized
anxiety disorder, social anxiety disorder and paisorder Effexor
XRfaces generic competition outside the U.S. anddwed generic
competition in the U.S. since July 1, 2010. Thisgye&c competition
had in 2010, and will continue to have a significativerse impact
on our revenues fcEffexor XF.

Norvasc, for treating hypertension, lost exclusivity iret.S. in
March 2007 and has also experienced patent exgrisatn other
major markets, including Canada, in July 2C
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Prevnar/Prevena( 7-valent) is our 7-valent pneumococcal
conjugate vaccine for preventing invasive pneumoabdisease in
infants and young children. Certain markets haaeditioned from
the use oPrevnar/Prevenar (7-valentp Prevnar/Prevenar 18see
discussion above) resulting in lower revenuedi@vnar/Prevenar
(7-valent).We expect this trend to contint

Zyvoxis the worlc s bes-selling branded agent for the treatmen
certain serious Gram-positive pathogens, includirghicillin-
Resistant Staphylococcus-Aureus in complicated skircture
infections and nosocomial pneumor

Our Premarinfamily of products remains the leading therapyeéip!
women address moderate to severe menopausal sys

Sutents for the treatment of advanced renal cell canmtiap
including metastatic renal cell carcinoma (mMRCQ@y a
gastrointestinal stromal tumors (GIST) after disgaogression on,
or intolerance to, imatinib mesylate. We continnieltive total
revenue and prescription growth, supported by effsttiveness
data and efficacy data in first-line mRCC—includimg-year
survival data, which represents the first time allesurvival of two
years has been seen in the treatment of advandedykecancer, as
well as through access and healthcare coveragef Becember 31,
2010,Sutentwas the best-selling medicine in the world for the
treatment of first-line mRCC. On July 1, 2010, Bi2A approved
revised labeling foButent, which includes a boxed warning
concerning hepatotoxicity and related changesearnings and
precautions section. Over 91,000 patients worldiiaee been
treated withSutent The risk-benefit profile ocSutentin both mRCC
and second-line GIST has been well establishedighrtarge,
randomized clinical trials evaluating its safetylafficacy. Sutent
remains an important treatment option for thesediffacult-to-treat
cancers

Geodon/Zeldoxan atypical antipsychotic, is indicated for the
treatment of schizophrenia, as monotherapy foathge treatment
bipolar manic or mixed episodes, and as an adjorihium or
valproate for the maintenance treatment of bipdisorder.

Detrol/Detrol LA, a muscarinic receptor antagonist, is the most
prescribed branded medicine worldwide for overachiadder.
Detrol LAis an extende-release formulation taken once a ¢

Zosyn/Tazociour broad-spectrum intravenous antibiotic, faces
generic competition in the U.S. and certain otharkats.

Genotropin, the world’s leading human growth hormone, is ugsed
children for the treatment of short stature witbvgth hormone
deficiency, Prader-Willi Syndrome, Turner Syndror8eall for
Gestational Age Syndrome, Idiopathic Short Stafur¢he U.S.
only) and Chronic Renal Insufficiency (outside thé. only), as
well as in adults with growth hormone deficiencyer®tropin is
supported by a broad platform of innovative injectdelivery
devices

Vfend, as the only branded agent available in intraversou ora
forms, continued to build on its position as thstkselling systemic,
antifungal agent worldwide in 2019fend’soverall global sales
continued to be driven in 2010 by its acceptancanasxcellent
broad-spectrum agent for treating yeast and méidSctober 2009,
we settled a challenge by Mylan, Inc. (Mylan) atsdsubsidiary,
Matrix Laboratories Limited (Matrix), to four of oypatents relating
to Vfendby entering into an agreement granting Matrix amatlaer
subsidiary of Mylan the right to market voriconaz{enericv/fend)
tablets in the U.S. Pursuant to that settlemergeagent, Matrix and
the other Mylan subsidiary launched their geneoigoonazole table
in the U.S. in February 2011. In addition, the basitent folfend
tablets in Brazil expired in January 20

Protonix (pantoprazole sodium) is our proton pump inhibftor
gastroesophageal reflux disease. We have an exellisgénse from
Nycomed GmbH to seProtonixin the U.S., where it faces generic
competition as the result of at-risk launches hyate manufacturers
that began in 2007 and the expiration of the bds& patent
(including the six-month pediatric exclusivity paat) in January
2011.
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¢ Chantix/Champixthe first new prescription treatment to aid smol
cessation in nearly a decade, has been launctednrajor markets.
We are continuing our educational and promotioffakes, which
are focused on th@hantixbenefit-risk proposition, the significant
health consequences of smoking and the importainite ghysician-
patient dialogue in helping patients quit smoki

« BeneFIX, ReFacto AF, Xyntlare hemophilia products that as:
patients with lifelong bleeding disord@eneFIXis the only
available recombinant factor IX product for theatraent of
hemophilia B, whileReFacto AF/Xynthare recombinant factor VIl
products for the treatment of hemophilia A. Bothdrcts are
indicated for the control and prevention of blegdim patients with
these disorders and in some countries also areaitedi for
prophylaxis in certain situations, such as surg

e Caduetis a single pill therapy combiningpitor andNorvascfor the
prevention of cardiovascular events. We expect@aatuetwill lose
exclusivity in the U.S. in November 201

« Revatiais for the treatment of pulmonary arterial hypesten.

« Pristiqg was approved for the treatment of Major DepresBisarder
(MDD) in the U.S. in February 2008 and subsequentyg approved
for that indication in 28 other countrid®ristiq has also been
approved for treatment of moderate-to-severe vasmmsgmptoms
(VMS) associated with menopause in Thailand, Mexicd the
Philippines.

« Aricept, discovered and developed by Eisai Co., Ltdhésworld’s
leading medicine to treat symptoms of Alzheimei&edse. We co-
promoteAriceptwith Eisai in the U.S. and several other countries
and have an exclusive license to sell this mediicireertain other
countries. We lost exclusivity fakricept5 mg. and 10 mg. tablets in
the U.S. in November 2010. We expect thatAhieept23mg. tablet
will have exclusivity in the U.S. until July 201

« Spirivais our inhaled maintenance prescription treatmeint f
breathing problems associat

with chronic obstructive pulmonary disease (CORDung
condition that includes chronic bronchitis, emphmgaeor both. We
co-promoteSpirivain the U.S. with Boehringer Ingelheim
Pharmaceuticals, In

Diversified

Worldwide Diversified revenues increased 114% ibh@6ompared to
2009 due to the inclusion of operational revenuesiflegacy Wyeth
products of approximately $4.4 billion in 2010, wiifavorably impacted
Diversified revenues by 106%. The increase wasaitlyndue to the
addition of the legacy Wyeth Consumer Healthcack Mutrition
operations. In addition, worldwide Diversified rengs were favorably
impacted by the operational revenue increase iche@fizer Diversified
businesses of 3% in 2010, and the favorable impfafatreign exchange of
5%.

Animal Health

Our Animal Health unit is one of the largest in therld. We discover,
develop and sell products for the prevention aedttnent of diseases in
livestock and companion animals. Revenues from Ahifealth products
increased by 29% in 2010 compared to 2009, refigdtie inclusion of
operational revenues from legacy Wyeth Animal Hephoducts of 22%,
higher operational revenues from legacy Pfizer Aalirtealth products of
4% due primarily to growth in the companion anirmadl livestock
business and the favorable impact of foreign exgbaf 3%. The
following factors impacted 2010 results:

« the first full year of sales associated with thguasition of Fort
Dodge Animal Health from Wyeth; at

e improving economic condition
Among the products we market are vaccines, angetnfes, anti-

inflammatories, antiemetics and parasiticides uditig the following
products:

e Startectis a new product combining two anthelmintics tawdela
broad spectrum control of parasitic worm infestaiio sheep

* Improvacis a novel gonadotropin releasing factor (GnRFirex
for swine that prevents boar tai
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¢ Palladiais a treatment of mast cell tumors, a common foficaace
that affects dogs; it works by killing tumor cedlad by cutting off
the blood supply to the tumc

« Conveniais an anti-infective for dogs and cats that debivem
assured full course of therapy from a single ingect

* Cereniais a selective NK-1 receptor antagonist for thatiment and
prevention of vomiting in dogs and for the preventof motion
sickness

« Revolution/Strongholis a topically administered parasiticide for
dogs and cats that controls a number of differanagites such as
fleas and heartworn

* Rimadylrelieves pain and inflammation associated with mani
osteoarthritis and soft tissue orthopedic surg

« Draxxinis an effective and convenient single dose imfiictive use:
to treat infections in cattle and swit

« Excedeis an effective and convenient single-dose angdtife used
to treat infections in dairy cows, beef cattle amndne.

* Zulvacprovides a highly effective vaccination program d¢ettle
against the viral disease, bluetong

Consumer Healthcare

Consumer Healthcare is the fifth-largest over-thenter healthcare
products company in the world and sells two oftéhelargest selling
over-the-counter brand<Qentrum and Advi) in the world. Consumer
Healthcare revenues totaled $2.8 billion for 201ie Consumer
Healthcare unit holds strong positions in varioaegraphic markets with
its highest revenue volume in the U.S., CanadaP#uple’s Republic of
China, Italy, Germany, Brazil and Australia. Magategories and product
lines include:

« Dietary SupplementsCentrumbrands (includingCentrum, Centrur
Silver, Centrum Men'andWomen’s Centrum Performance
Centrum CardicandCentrum Kids), Caltrate;

¢ Pain ManagementAdvil brands (includingAdvil, Advil PM, Aduvil
Liqui-Gels, Children’s Advil, Infant’s Advil, Advil Migine),
ThermaCare

« Respiratory:Robitussin, Advil Cold & SinysAdvil Congestion
Relief, Dimetapy;

e Personal CareChapsStick, Preparation F

Nutrition

Pfizer Nutrition is a leader in infant nutritionafsthe markets in which
we operate. We have a focused presence in key tsahteughout Asia,
the Middle East, Europe and Latin America with Ghithe Philippines,
the U.K., Mexico and Australia being among our toarkets. As part of
Pfizer, Nutrition continues to have enhanced opputies to grow in new
and existing markets, as well as to leverage thagamy’s strengths in
order to accelerate innovation and develop newymisd Nutrition’s
revenues totaled $1.9 billion in 2010.

Nutrition products include o826 Preterm Feeding Systespecialty
formulas such aS26 PE Gold, S26 HA Golhd a range of age-specific
products that includ826 PE Gold, ProgresdPromil and Promise.

Capsugel

Capsugel has a diverse product line that includésmly hard gelatin
capsules, but also liquid, softgel, non-animal, fsli gelatin capsules, all
for use in pharmaceutical and dietary supplemesage delivery.
Revenues of $752 million for 2010 represent aneiase of $12 million
versus 2009, with no meaningful impact from foregxchange. Revenue
in the 2009 period prior to the acquisition of Wyetcludes $5 million of
Capsugel sales to Wyeth. Post-acquisition, theéss sae considered
intercompany and eliminated from consolidated Pfizsults. We are
currently reviewing strategic alternatives for Qaged, which may include
divestiture.

Research and Development

Innovation by our research and development operai®very
important to the Company’s success. Our goal digcover, develop and
bring to market innovative products that addrespmamet medical
needs. We spent $9.4 billion in 2010, $7.8 billier2009 and $7.9 billion
in 2008 on research and development.
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We conduct research internally and also througlraots with third
parties, through collaborations with universities &iotechnology
companies and in cooperation with other pharmacaiuirms. We also
seek out promising compounds and innovative tecyies developed by
third parties to incorporate into our discoverydevelopment processes or
projects, as well as our product lines, througtugsition, licensing or
other arrangements.

Drug discovery and development is time-consumirgeasive and
unpredictable. According to the Pharmaceutical Beteand
Manufacturers of America (PhRMA), out of 5,000-1@Gcreened
compounds, only 250 enter preclinical testing, ivéer human clinical
trials and one is approved by the FDA. The profess early discovery
or design to development to regulatory approvaltaie more than ten
years. Drug candidates can fail at any stage gbtbeess. Candidates
may not receive regulatory approval even after magars of research.

As of year-end 2010, we had about 374 projectesearch and
development, ranging from discovery through regtgin, of which 116
programs are in Phase 1 through registration. At-gad 2010, our Phase
Il portfolio contained 24 programs. While thesevn@andidates may or
may not eventually receive regulatory approval, wemg candidates
entering clinical development phases are the fatimifor future
products.

In addition to discovering and developing new priduour research
operations seek to add value to our existing prisdoy improving their
effectiveness and by discovering new uses for them.

Information concerning several of our drug candidah development,
as well as supplemental filings for existing pradués set forth under the
headingProduct Developmenia our 2010 Financial Report. That
information is incorporated by reference.

Our competitors also devote substantial funds eadurces to research
and development. We also compete against numenaai$ Isiotechnology
companies in developing potential drug candidafthe. extent to which
our competitors are successful in their researcida@sult in erosion of
the sales of our products and unanticipated proolhstlescence.

On February 1, 2011, we announced a focus on diseass where we
believe we can deliver the greatest medical andweermial success. Our
high-priority therapeutic areas are immunology arlhmmation,
oncology, cardiovascular and metabolic diseasespseience and pain,
and vaccines. Key steps in this process includglr@ned reduction in
the number of disease areas we will focus on akasel realigned
research and development footprint. As a resultexyect significant
reductions in our annual research and developmganses.

International Operations

We have significant operations outside the UnitedeS. They are
managed through the same segments as our U.Stiopsra
Biopharmaceutical and Diversified.

Revenues from operations outside the U.S. of $8@li8n accounted
for 57% of our total revenues in 2010. Revenuegeaed $500 million in
each of 18 countries outside the U.S. in 2010.J& was the only
country to contribute more than 10% of our totakreues, comprising
43% of total revenues in both 2010 and 2009 an8%af total revenues
in 2008. Japan is our second-largest national mankth 7.5% of total
revenues in 2010, 8.5% of total revenues in 20@97an% of total
revenues in 2008.

For a geographic breakdown of revenues and changesenues, see
the table captione@eographidn Note 20 to our consolidated financial
statementsSegment, Geographic and Revenue Informatoayr 2010
Financial Report and the table captiofl/enues by Segment and
Geographic Arean our 2010 Financial Report. Those tables are
incorporated by reference.

Our international businesses are subject, in vgrglggrees, to a
number of risks inherent in carrying on businesstirer countries. These
include currency fluctuations, capital and exchaomtrol regulations,
expropriation and other restrictive governmentari Our international
businesses are also subject to government-impasedraints, including
laws and regulations on pricing, reimbursementaowbss to our
products. Se&overnment Regulation and Price Constrainésow for a
discussion of these matters.
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Depending on the direction of change relative e&oWhS. dollar, foreign
currency values can increase or decrease the egpdotlar value of our
net assets and results of operations. In 2010,reetnues and net income
were favorably impacted by foreign exchange in galnas foreign
currency movements relative to the U.S. dollaréased our revenues and
net income in many countries. While we cannot mtedith certainty
future changes in foreign exchange rates or trecethey will have on us,
we attempt to mitigate their impact through opersi means and by
using various financial instruments. See the disiomsunder Note 9-E to
our consolidated financial statemerfgjancial Instruments: Derivative
Financial Instruments and Hedging Activitiin our 2010 Financial
Report. That discussion is incorporated by refezeRelated information
about valuation and risks associated with suchfife instruments in part
F of that Note is also incorporated by reference.

Marketing

In our global Biopharmaceutical segment, we pronsotteproducts to
healthcare providers and patients. Through our eteags organizations,
we explain the approved uses, benefits and risksioproducts to
healthcare providers, such as doctors, nurse poaeis, physician
assistants, pharmacists, hospitals, Pharmacy Bénefiagers (PBMs),
Managed Care Organizations (MCOs), employers andrgment
agencies. We also market directly to consumerkarikS. through direct-
to-consumer advertising that communicates the agproses, benefits
and risks of our products while continuing to mata/people to have
meaningful conversations with their doctors. Initidd, we sponsor
general advertising to educate the public on dseasreness, prevention
and wellness, important public health issues, andatient assistance
programs.

In January 2009, we announced the creation of mestdocused units
within our Biopharmaceutical segment to better nieetdiverse needs of
physicians, patients and our customers while maiirgivalue for our
Company and our shareholders.

The Biopharmaceutical segment includes five huneaith, customer-
focused units: Primary Care, Specialty Care, Orgpol&stablished
Products and Emerging Markets. Upon the closinth@Wyeth

acquisition on October 15, 2009, our Specialty Gartomer-focused unit
expanded to include vaccines.

In April 2009 in the U.S., we also restructuredintgional units in
order to create a more flexible organization empedeo identify and
address local market dynamics and customer needsstcture aligns
the sales, marketing, and medical functions to vetokely to meet the
needs of key customer segments while ensuring conuoordination,
focus and accountability across the organizations.

Our prescription pharmaceutical products are solttjpally to
wholesalers, but we also sell directly to retajlésspitals, clinics,
government agencies and pharmacies. We seek tagedss to
healthcare authority, PBM and MCO formularies ¢list recommended,
approved, and/or reimbursed medicines and othetugts). We also work
with MCOs, PBMs, employers and other appropriatdtheare providers
to assist them with disease management, patiestédn and other tools
that help their medical treatment routines.

During 2010, Pfizer revenues generated from owethargest
biopharmaceutical wholesalers were as follows:

*  McKesson, In—14% of our total revenue
¢ Cardinal Health, In—10% of our total revenues; a
* AmerisourceBergen Corporati—9% of our total revenue

Sales to these wholesalers were concentrated Ritipdarmaceutical
segment. Apart from these instances, neither obasiness segments is
dependent on any one customer or group of relatstmers.

Our global Diversified segment consists of fourbglbunits: Animal
Health, Consumer Healthcare, Nutrition and Capsuggth unit utilizes
its own sales and marketing organization to prontetproducts, and each
occasionally uses distributors in smaller markets.

Our Animal Health unit’s advertising and promotiare generally
targeted to healthcare professionals. Animal Hgaitlducts are sold
through veterinarians, distributors and retail eistlas well as directly to
users.
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Our Consumer Healthcare unit's advertising and téns are
generally targeted to consumers through televigiant and other media
advertising, as well as through in-store promoti©ansumer Healthcare
products are sold through a wide variety of chasrietluding
distributors, pharmacies, retail chains and groegiy convenience stores.

Our Nutrition unit supports and adheres to the \Weétkalth
Organization code and national codes on the maugketi breast milk
substitutes. Nutrition encourages breastfeedirntgabest nutrition for
infants, and provides important products for infanho are not
exclusively breastfed. Advertising and promotioroaf Nutrition
products for older children and adults generallgeéaconsumers and
healthcare professionals through print and mediariding and
television. Our Nutrition products are sold throwgtide variety of
channels, including distributors, pharmacies, hatpand modern and
traditional retailers.

Patents and Intellectual Property Rights

Our products are sold around the world under braarde, logo and
certain product design trademarks that we congidiére aggregate to be
of material importance. Trademark protection camgin some countries
for as long as the mark is used and, in other cmsffor as long as it is
registered. Registrations generally are for fixad, renewable, terms.

We own or license a number of U.S. and foreignmtater hese patents
cover pharmaceutical and other products and tlseis,upharmaceutical
formulations, product manufacturing processes atetrmediate chemical
compounds used in manufacturing.

Patents for individual products extend for varypegiods according to
the date of patent filing or grant and the legahtef patents in the various
countries where patent protection is obtained. ddtaeal protection
afforded by a patent, which can vary from countrgountry, depends
upon the type of patent, the scope of its coveeagkthe availability of
legal remedies in the country.

In the aggregate, our patent and related rightefamaterial
importance to our businesses in the U.S. and ntbst countries. Based
on current

product sales, and considering the vigorous cotiqetivith products sold
by others, the patent rights we consider most Bggmit in relation to our
business as a whole, together with the year intwtie U.S. basic product
patent expires (including, where applicable, thaittmhal six-month
pediatric exclusivity period), are those for thegh set forth in the table
below.

U.S. Basic Product Paten

Drug Expiration Year

Effexor/Effexor XF 2008 (see below
Aricept 2010
Lipitor 2010
BeneFIX 2011
Xalatan 2011
Geodon 2012
Viagra 2012
Detrol 2012
Celebrex 2014
Prempro 2015
Zyvox 2015
Lyrica 2018
Chantix 2020
Sutent 2021

In some instances, there are later-expiring patefasing to our
products directed to particular forms or composgiof the drug or to
methods of manufacturing or using the drug in teatment of particular
diseases or conditions. However, in some casel,mtents may not
protect the Company’s drug from generic competitifter the expiration
of the basic patent.

Ariceptis patented by Eisai Co., Ltd (Eisai). We co-proefaticept
with Eisai in the U.S. and several other countaied have an exclusive
license to sell the drug in certain other countri#e lost exclusivity for
Aricept5 mg. and 10 mg. tablets in the U.S. in Novembé&02@Ve
expect that théricept23mg. tablet will have exclusivity in the U.S. unti
July 2013.

We have exclusive rights tnbreloutside the U.S. and Canada and we
co-promoteEnbrelwith Amgen in the U.S. and Canada.

In addition to our U.S. basic product patentlfguitor, which
(including the pediatric exclusivity
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period) expired in March 2010, we have a patenedag specifically the
enantiomeric form of the drug, which (including thediatric exclusivity
period) expires in June 2011. We have granted \Mdtaboratories, Inc.
(Watson) the exclusive right to sell the authorigederic version of
Lipitor in the U.S. for a period of five years, which igpegted to
commence in November 2011. As Watson's exclusiyppléer, we will
manufacture and sell generic atorvastatin tabteWatson. In markets
outside the U.SLipitor has lost exclusivity in certain countries and will
lose exclusivity at various times in other courgtri€heLipitor compound
patent will expire in November 2011; however, we parsuing a
pediatric extension in the European Union (EUsuécessful, this
exclusivity in the majority of major European maskwiill be extended by
six months to May 2012. See Note 19 to our conatéd financial
statementd,egal Proceedings and Contingencigspur 2010 Financial
Report regarding pending legal challenges tolLapitor patents in the
u.s.

Norvasc, Effexor/Effexor XR/fendtablets,Zosyn/Tazociand
Protonixface generic competition in the U.S.

Companies have filed applications with the FDA seglapproval of
products that we believe infringe our patents ciogramong other
productsLipitor, Caduet, Viagra Detrol/Detrol LA, Lyrica, Tygacil,
Sutent, Rapamune RelpaxandZyvox. Wyeth and a subsidiary of Wyeth
are defendants in a lawsuit alleging that tigFactoand Xyntha
products infringe the patents of another company.

We also have other patent rights covering additipnaducts that have
lesser revenues than most of the products setifottie table above. Of
these, we expect to lose exclusivity in the U.$ GaduetandAromasin
in 2011.

The expiration of a basic product patent or lospaiént protection
resulting from a legal challenge normally resuttsignificant competition
from generic products against the originally patdmproduct and can
result in a significant reduction in sales of thedduct in a very short
period. In some cases, however, we can continobtain commercial
benefits from product manufacturing trade secpgsents on uses for
products; patents on processes and intermediatéssf@conomical
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manufacture of the active ingredients; patentsparcial formulations of
the product or delivery mechanisms; and conversfdhe active
ingredient to over-the-counter products.

Our biotechnology products, includiibreland thePrevnarfamily,
may face competition from biosimilars (also refdrte as “follow-on
biologics”). Such biosimilars would reference bataology products
already approved under the U.S. Public Health $er#ict. Abbreviated
legal pathways for the approval of biosimilars ekiscertain international
markets and now, with the passage of legislatid20it0, a framework for
such approval exists in the U.S. &&overnment Regulation and Price
Constraintsbelow.

In Europe, the European Commission has grantedetiagk
authorizations for several biosimilars pursuard et of general and
product class-specific guidelines for biosimilapegvals issued over the
past few years. If competitors are able to obtaamketing approval for
biosimilars referencing our biotechnology produots;, biotechnology
products may become subject to competition fronsibidars, with the
attendant competitive pressure. Expiration or ss&fcé challenge of
applicable patent rights could generally triggés tompetition, assuming
any relevant exclusivity period has expired.

We expect that we may face more litigation withpexs to the validity
and/or scope of patents relating to our biotechmpliroducts with
substantial revenue.

One of the main limitations on our operations imsacountries outside
the U.S. is the lack of effective intellectual peoly protection for our
products. Under international and U.S. free tragte@ments in recent
years, global protection of intellectual propeights has been improving.
The World Trade Organization Agreement on Tradeatedl Aspects of
Intellectual Property (WTO-TRIPS) required partanip countries to
amend their intellectual property laws to provideemt protection for
pharmaceutical products by 2005 with an extensitit 2016 for least-
developed nations. A number of countries have nrageovements. We
have experienced significant growth in our busiaess some of those
nations, and our continued business expansiorhir @articipant
countries depends to a large degree on furthenpptetection
improvement.
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Competition

Our businesses are conducted in intensely comyeetitid often highly
regulated markets. Many of our human prescripticarmaceutical
products face competition in the form of brandeabdror generic drugs
that treat similar diseases or indications. Thagipial forms of
competition include efficacy, safety, ease of asel cost effectiveness.
Though the means of competition vary among prodateigories and
business groups, demonstrating the value of ouwtyats is a critical
factor for success in all of our principal busiresss

Our acquisition of Wyeth in October 2009 creatdd@ader, more
diverse portfolio and pipeline with industry-leagipositions in potential
high-growth areas, further strengthened by newlzéipas in
biotechnology and vaccines. The addition of Wyethanly strengthens
our presence in the United States and Europe |dmeahances our
abilities to provide emerging markets in China,ih@merica, Africa, and
the Middle East with high-quality, innovative meidies.

Our competitors include other worldwide researcheloladrug
companies, smaller research companies with moielintherapeutic
focus, and generic drug and consumer healthcarefaanrers. We
compete with other companies that manufacture atgm®ducts that
treat similar diseases or indications as our m@joducts.

Such competition affects our core product busingbgh is focused
on applying innovative science to discover and mgpkoducts that
satisfy unmet medical needs and provide therapé&uficovements. Our
emphasis on innovation is underscored by our nhillien-dollar
investment in research and development, as welleemphasis on
business development over the past decade, altingsim a strong
product pipeline. Our investment in research dagstop with drug
approval; we continue to invest in further underdiag the value of our

products for the conditions they treat as well ateptial new applications.

We seek to protect the health and well-being aEpt by ensuring that
medically sound knowledge of the benefits and rifksur medicines is
understood and communicated to patients, physiciadsgylobal health
authorities. We also continue to enhance the orgéinhal effectiveness
of all of our Biopharmaceutical
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functions, including coordinating support for oatespersons’ efforts to
accurately and ethically launch and promote oudpets to our
customers.

Operating conditions have become more challengmtguthe
mounting global pressures of competition, industgulation and cost
containment. We continue to take measures to etegladapt and improve
our organization and business practices to bettat customer and public
needs. For instance, we restructured into regioniés in order to create a
more flexible organization empowered to identifglatdress local
market dynamics and customer needs. We have takimnlastry-leading
role in evolving our approaches to U.S. direct-dsisumer advertising,
interactions with, and payments to, healthcaregzgibnals and medical
education grants. We also continue to sponsor progto address patient
affordability and access barriers, as we strivadeance fundamental
health system change through support for bettdthoeae solutions.

While our Animal Health unit is one of the largesthe world, many
other companies offer competing products. Altogettiere are hundreds
of producers of animal health products throughbetworld. The principal
methods of competition vary somewhat dependindherparticular
product. They include product innovation, qualfiyice, service and
effective promotion to veterinary professionals andsumers.

Our Consumer Healthcare unit faces competition fomer-the-counter
business units in other major pharmaceutical andwmer packaged
goods companies as well as retailers who carry tven private label
brands. Our competitive position is affected byesal/factors, including
the amount and effectiveness of our and our corepgtipromotional
resources; customer acceptance; product qualityaodi our competitors’
introduction of new products, ingredients, clainigsage forms, or other
forms of innovation; pricing and regulatory anditgtive matters (e.g.,
product labeling, patient access, prescriptionvierdhe-counter switches,
etc.).

Our Nutrition unit has many competitors, includseyeral
multinational companies, as well as numerous lqualately-owned
brands. Our competitive position is affected byesal/factors, including
the amount of resources deployed by
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competitors to develop, enhance and promote pregtia increasing
pace of product and packaging innovation in thegatty; the
effectiveness of our promotional efforts; customereptance; product
quality; new product launches; development of atiéve products by
competitors; growth of lower-cost private labelrnta; regulatory and
legislative issues; and scientific and technoldgictvances.

Managed Care Organizatior

The growth of MCOs in the U.S. has been a majaofadao the
competitive makeup of the healthcare marketplagpréximately
250 million people in the U.S. now participate omree version of
managed care. Because of the size of the patigntgtton covered by
MCOs, the marketing of prescription drugs to themd the PBMs that
serve many of those organizations continues to gnamportance.

MCOs can include medical insurance companies, rakgian
administrators, health maintenance organizatidiianaees of hospitals
and physicians and other physician organizatiohs. @urchasing power
of MCOs has increased in recent years due to theigg numbers of
patients enrolled in MCOs. At the same time, tharggnizations have
been consolidating into fewer, even larger entifidgs consolidation
enhances their purchasing strength and importanas.t

The growth of MCOs has increased pressure on diagg One
objective of MCOs is to contain and, where possit@duce healthcare
expenditures. They typically use formularies, vodupurchases and long-
term contracts to negotiate discounts from pharuoiézad providers.
MCOs use their purchasing power to bargain for losugplier prices.
They also emphasize primary and preventive cartepatient treatment
and procedures performed at doctors’ offices aimicsl Hospitalization
and surgery, typically the most expensive formgedtment, are carefully
managed. Since the use of certain drugs can prévemeed for
hospitalization, professional therapy or even syrgguch drugs can
become favored first-line treatments for certasedses.

As discussed above Marketing, MCOs and PBMs typically develop
formularies. Formularies can be based on the pandsherapeutic
benefits of the
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available products. Due to their generally lowestcgeneric medicines
are often favored. The breadth of the products real/by formularies can
vary considerably from one MCO to another and nfanyularies
include alternative and competitive products featment of particular
medical problems. MCOs use a variety of means to@mage patients’
use of products listed on their formularies.

Exclusion of a product from a formulary or othestrietions, such as
requiring prior authorizations, can lead to itsrphareduced usage in the
MCO patient population. Consequently, pharmaceluticmpanies
compete aggressively to have their products indu@éhere possible,
companies compete for inclusion based upon unieaifes of their
products, such as greater efficacy, better patiase of use or fewer side
effects. A lower overall cost of therapy is alsoimportant factor.
Products that demonstrate fewer therapeutic adgastaust compete for
inclusion based primarily on price. We have beamegally, although not
universally, successful in having our major produntiuded on most
MCO formularies.

The impact of MCOs on drug prices and volumes haseased as the
result of their role in negotiating on behalf of Meare beneficiaries in
connection with the Medicare out-patient Presaripidrug Benefit,
Medicare Part D, that took effect January 1, 20060s and PBMs
negotiate on behalf of the federal government asd?iption Drug Plans
(PDPs). We have been generally, although not us@lgr successful in
having our major products that are used by theosgmipulation included
on the formularies of the Medicare PDPs in 2010.

Generic Products

One of the biggest competitive challenges thataee is from generic
pharmaceutical manufacturers. Upon the expiratidnss of patent
protection for a product, especially a small moleqroduct, we can lose
the major portion of sales of that product in ayvarort period. Several
such competitors make a regular practice of chgitenour product
patents before their expiry. Generic competitorsrafe without our large
research and development expenses and our casiswdying medical
information about our products to the medical comityu In addition, the
FDA approval
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process exempts generics from costly and time-coimguclinical trials to
demonstrate their safety and efficacy, allowingegggnmanufacturers to
rely on the safety and efficacy data of the innowvatoduct. Generic
products need only demonstrate a level of avaitghil the bloodstream
equivalent to that of the innovator product. Thisams that generic
competitors can market a competing version of eadpct after the
expiration or loss of our patent and charge muss.le

In addition, our patent-protected products can famapetition in the
form of generic versions of branded products of petitors that lose their
market exclusivity.

As noted above, MCOs that focus primarily on thenediate cost of
drugs often favor generics over brand-name drugsiyMjovernments
also encourage the use of generics as alternatv@and-name drugs in
their healthcare programs, including Medicaid ia thS. Laws in the U.S.
generally allow, and in some cases require, phastsato substitute
generic drugs that have been rated under governpnecédures to be
therapeutically equivalent to brand-name drugs. Sthwstitution must be
made unless the prescribing physician expresshidsiit. In the U.S.,
Pfizer's Greenstone subsidiary sells generic vassaf Pfizer's as well as
certain of our competitors’ pharmaceutical produgien loss of
exclusivity, as appropriate.

Raw Materials

Raw materials essential to our businesses are ggedhworldwide in
the ordinary course of business from numerous genspln general, these
materials are available from multiple sources. Bigosis shortages or
delays were encountered in 2010, and none are &xpec2011.
However, select agricultural-based materials hawa fime to time
increased in price due to short-term imbalancesdse supply and
demand. We have successfully secured these mattrialeet our
requirements in these circumstances but generalligher prices than
those historically paid.
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Government Regulation and Price Constraints
In the United State

General.Pharmaceutical companies are subject to extensgudation
by national, state and local agencies in the ca@sin which they do
business. Of particular importance is the FDA & thS. It has
jurisdiction over our Biopharmaceutical productsl aadminister:
requirements covering the testing, safety, effectéss, manufacturing,
labeling, marketing, advertising and post-marketingveillance of these
products. The FDA also regulates our Consumer Headée, Nutrition and
Capsugel products as well as our Animal Health petsd The U.S.
Department of Agriculture and the U.S. EnvironméRt@tection Agency
also regulate some of our products.

In addition, many of our activities are subjecthe jurisdiction of
various other federal regulatory and enforcemepadenents and
agencies, such as the Department of Health and Ri@&eevices (HHS),
the Federal Trade Commission (which also has ttieaty to regulate
the advertising of consumer healthcare productsdiireg over-the-
counter drugs and dietary supplements) and therepat of Justice.
Individual states, acting through their attornegaeyal, have become
active as well, seeking to regulate the marketingrescription drugs
under state consumer protection and false adwegtlaivs.

We are subject to possible administrative and Ipgateedings and
actions by these various regulatory bodies. See l@tto our
consolidated financial statementggal Proceedings and Contingencies,
in our 2010 Financial Report. Such actions may lve@roduct recalls,
seizures and other civil and criminal sanctions.

Healthcare Reformin March 2010, the Patient Protection and
Affordable Care Act, as amended by the Health @aceEducation
Reconciliation Act (commonly referred to as thedkéfable Care Act
(ACA)), was enacted in the U.S. The provisionshef ACA are effective
on various dates over the next several years. Tiheipal provisions
affecting the biopharmaceutical industry include:

e anincrease in the minimum Medicaid rebate on pigtsen drugs
from 15.1% to 23.1%, (effective January 1, 201Q) tre extension
of rebates to Medicaid managed care organizatiefifisctive
March 23, 2010)
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« discounts of 50% on branded pharmaceutical salbtetticare Part
D beneficiaries in the Medicare coverage gap, knaw/the
“doughnut hol” (effective January 1, 2011); a

* anon-deductible annual fee payable to the fedgratrnment based
on a company'’s prior calendar year share of brapdestription
drug sales to specified government programs (éfiedanuary 1,
2011 through 2018

The ACA is estimated to result in the coveragedfi8llion uninsured
individuals. Approximately half of this will occihrough an expansion of
the Medicaid program. Effective in 2014, individaialith incomes below
133% of the federal poverty level (FPL) will begitile for Medicaid. The
remainder will be covered with private sector caggr either through their
employer or the new state-based Health Insuranchdiges. With
limited exceptions, individuals who fail to purclkadsealth insurance will
pay a penalty. Individuals with incomes between%86400% of FPL
will be eligible for subsidies to help pay for coage.

Expanding insurance coverage and other costs gexted to represent
a relatively modest gain to overall pharmaceutieds as the newly
insured are principally young and relatively heglthAt the same time, the
rebates, discounts, taxes and other costs assbueidtethe ACA are a
significant cost to the industry.

The ACA created the Independent Payment Advisorsr8gIPAB), a
15-member panel appointed by the President witlatiwice and consent
of the Senate. The IPAB is charged with developirgposals to “reduce
the per capita rate of growth in Medicare spendinghe event that the
actual Medicare per capita growth rate exceed®eifggd target. Unless
Congress acts to alter the proposals, they willldematically
implemented. The IPAB cannot directly ration caaése premiums,
increase cost sharing, or otherwise restrict benefimodify eligibility. If
it fails to act, the Secretary of HHS is directegtepare a proposal. The
IPAB is prohibited by statute from making paymesductions to certain
sectors such as hospitals and home health agenties increases the
risk that the IPAB will propose to limit accesspioarmaceutical
treatments or mandate price controls for our presluc
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The ACA also establishes a Patient Centered Outsdtesearch
Institute (PCORY), a private, non-profit corporatiempowered to fund
and disseminate comparative effectiveness res¢@e€R) and build
infrastructure for improved outcomes analysis. PC®iR have no ability
to impose formulary changes directly in governmfenided health
programs. We expect that due to the PCORI as wah@underlying
market demand for data-driven differentiation, C&&dies will have
growing influence on access. Overseeing and magagsPCORI is an
advisory board drawn from multiple and varied stakder organizations,
including the pharmaceutical industry. Pfizer's €ftiedical Officer
currently serves as the industry representativineradvisory board.

The ACA defines a set of essential benefits thagtrba covered for
health benefits to qualify to meet the requiremeifitthe ACA mandates.
Prescription drugs are defined as an essentiafibenthe legislation.
Regulation may offer additional specificity on wieatactly should be
covered (for example, that branded drugs and geshiould be covered).
Essential benefits are defined to be comparabdeti@nt employer plans.

Changes in the Enforcement Environmefihe ACA expands the
government’s investigative and enforcement authatitd increases the
penalties for fraud and abuse, including amendmeriisth the False
Claims Act and the Anti-Kickback Statute to makeasier to bring suit
under these statutes. The ACA also allocates additresources and tools
for the government to police healthcare fraud, weitpanded subpoena
power for HHS, additional funding to investigataud and abuse, and
expanded use of Recovery Audit Contractors for ieeiment.

Starting in 2012, pharmaceutical manufacturers lvéltequired to
record any transfers of value made to doctors eaching hospitals and to
disclose such data to HHS, with the initial disal@sto HHS due in 2013.
In addition to civil penalties for failure to repdransfers of value to
physicians or teaching hospitals, there will benimal penalties if a
manufacturer intentionally makes false statemengich reports. Further,
the increased access to such data by fraud ane abuestigators could
potentially raise the risk of liability for improppayments under the False
Claims Act.
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Medicare.Medicare Part D went into effect on January 1, 2@éerly
and disabled beneficiaries have access to the Meddrug benefit
through private plans approved by the federal guwent. Beneficiaries
with low incomes and modest assets are eligibla$sistance with Part D
plan premiums and cost sharing. Nationally, theesb&such
beneficiaries with comprehensive drug coveragesmeed from 59% in
2005 to over 90% in 2010. Also in 2010, 17.7 millipeople were
enrolled in stand-alone Prescription Drug Plans|esh6 million were
enrolled in Medicare Advantage Plans or in othpetyof health plans
with prescription drug coverage. Medicare benefiemreport high levels
of satisfaction with an overwhelming majority sayitne program works
well. In addition, the program costs less thanioatly expected.
According to the 2010 Medicare Trustees Reporal ®art D costs have
declined 41%, or $261 billion, compared to theiahit0-year cost
estimate for 2004-2013.

The ACA made some important changes to the drugfltenn
particular, phasing out the coverage gap by 2086r B reform,
beneficiaries who reached a certain level of spendn prescription
medications (the Part D coverage gap or “dougholg’hhad to pay
100% of the cost of their drugs until personal ofapocket spending
reached a level qualifying them for catastrophieszage. The Medicare
Part D Coverage Gap Discount Program uses pubtigenate funding to
relieve the financial burden facing beneficiaridsovfall into the coverage
gap. For 2011, branded pharmaceutical compani¢payil50% of the
cost of the branded drugs in the gap and the gavemhwill pay 7% of
the cost for generic drugs in the gap. As a regatlher than paying 100%
of the total cost of their drugs when they reachdbverage gap, enrollees
will pay 50% of the total cost of branded drugs 8686 of the total cost
of generic drugs. By 2020 enrollees will pay onb#2of the cost of their
branded and generic drugs in the gap as the shaesed by the
government will increase.

Biosimilars.The ACA also created a framework for the appro¥al o
follow-on biologics, or biosimilars, following thexpiration of 12 years of
exclusivity for the innovator biologic with a pote six month pediatric
extension. The FDA is responsible for implementatbthe legislation,
which will require the FDA to address such key
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topics as the type and extent of data needed ablest biosimilarity; the
data required to achieve interchangeability congb&webiosimilarity; the
naming of biosimilars; the implications of havingrmt having unique
names; the tracking and tracing of adverse evantsthe acceptability of
data from an ex-U.S. licensed reference productpesator to
demonstrate biosimilarity and/or interchangeabhility

Medicaid and Related MatterBederal law requires branded
pharmaceutical companies to provide rebates te Matlicaid agencies.
The ACA has brought about major changes in the bédiprogram.
Collectively, the measures (i) increased federates paid by
manufacturers on branded drugs within the tradéidfedicaid program
from 15.1% to 23.1%, and for generic drugs from 1b%3% of Average
Manufacturer Price (“AMP”) in 2010; (ii) expandedellicaid drug rebates
to cover drugs provided through managed Medicadgbeginning in
2010; and (iii) expanded Medicaid drug rebatesoteec new formulations
of brand-name drugs, beginning in 2010. The law afeates a federal
upper limit under the Medicaid program for geneiags at 175% of
AMP. In addition, the law expands the types ofte@ttieligible for the
“Section 340B discounts” for outpatient drugs pd=d in 2010.

The majority of states use preferred drug listegirict access to
certain medicines to Medicaid beneficiaries. Restms exist for some
Pfizer products in certain states. Access in theibééd managed care
program is typically determined by the health plareviding coverage for
Medicaid recipients contracting for the provisidrservices in the state.
Given states’ current and likely ongoing fiscakes, a growing number of
states are considering a variety of cost-contraksgies, including
capitated managed care plans which typically cantast by restricting
access to certain treatments.

The ACA expands Medicaid coverage in 2014. It igezted that
16 million additional people will be enrolled in Mieaid by 2019.

We also must give discounts or rebates on purclasesmbursements
of pharmaceutical products by certain other fedanal state agencies and
programs. See the discussion regarding rebatbée Revenuesection of
our 2010 Financial Report and in Note 1-H to oursmidated financial



Table of Contents

statementsSignificant Accounting Policies, Revenuasyur 2010
Financial Report, which discussions are incorparatereference.

Marketing Restrictions Federal healthcare professional payment
disclosure provisions enacted under the ACA rechimpharmaceutical
and medical device companies to report payment&rmghysicians and
teaching hospitals to the Secretary of HHS begmmr2013 for 2012
transactions. HHS is required to post these paysauttlicly on a
website. This national payment transparency effod industry
commitment to uphold voluntary codes of conduct (ibdated PhRMA
Code on Interactions with Healthcare ProfessiondhRMA Guiding
Principles Direct to Consumer Advertisements Alirgscription
Medicinesetc.) will complement existing laws and regulatibm$ielp
ensure ethical collaboration and truthful prodwrhmunications. These
efforts are in place to help ensure responsibléetag approaches and to
address concerns.

Importation of DrugsThere continue to be legislative proposals to
amend U.S. law to allow the importation into th&Uof prescription
drugs from outside the U.S., which can be soldiaep that are regulated
by the governments of various foreign countriesaddition to well-
documented safety concerns, such importation doybéct
pharmaceutical prices in the U.S. While the 2003liglre Modernization
Act maintains a prohibition on such imports, it Wballow importation
from Canada if the Secretary of HHS certifies thath importation is safe
and would result in savings to consumers. Befoee2003 Medicare
Modernization Act, federal law would have permittegportation of
medicines into the U.S. from a considerably lagreup of developed
countries, provided the Secretary of HHS made déineessafety and cost-
savings certifications. As part of the debate @AICA, two Senate
proposals that would have restored the broader ruoftcountries from
which importation would be permissible were introdd but were
ultimately defeated.

The Secretaries of HHS in the Clinton, George WsiBand Obama
Administrations have all declined to certify thatgortation of medicines
is safe and saves money. If the Secretary of HH®@és its position, an
increase in cross-border trade in medicines subjefcireign price
controls in other countries could occur.
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In December 2004, HHS and the Department of Comenissued
reports on drug importation and foreign price colstrThe HHS report
noted that it would be “extraordinarily difficuld ensure that drugs
personally imported by individual consumers” comdet the standards of
safety that would support certifying such impodatas safe. While the
report also concluded that the U.S. could establifgasible basis for
commercial drug importation, such a change in #énewould require
“new legal authorities, substantial additional reses and significant
restrictions on the types of drugs that could bpdrted.” The report also
noted that the total savings to be expected froch sucommercial
importation regime would be relatively small—1%286 of total drug
spending in the U.S.

Outside the United States

We encounter similar regulatory and legislativeiéssin most other
countries. In Europe, Canada and some other irttenah markets, the
government provides healthcare at low direct amsbhsumers and
regulates pharmaceutical prices or patient reingsuent levels to control
costs for the government-sponsored healthcareray3teis international
patchwork of price regulation has led to differprites and some third-
party trade in our products between countries.

Europe.The approval of new drugs across the EU may beeaeti
using the Mutual Recognition Procedure/DecentrdlReocedure or EU
Commission/European Medicines Agency (EMA) Certeadi Procedure.
These procedures apply in the EU member states tiduEuropean
Economic Area countries, Norway and Iceland. Theafghese
procedures generally provides a more rapid andistems approval
process across the member states than was the/kasehe approval
processes were operating independently within eaahtry.

Since the EU does not have jurisdiction over patieimbursement or
pricing matters in its member states, we contiowdrk with individual
countries on such matters across the region.

The world economy in 2010 was recovering from #eent financial
crisis and recession. One of the consequence® oétiession for almost
all world economies has been an increased propoofigross domestic
product (GDP) arising from
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government spending and reduced tax receipts. Baymeveloped
economies, particularly in Europe, this exacerbateasting fiscal
imbalances and increased net government debts.r ke
macroeconomic conditions, Pfizer faced widespraatemental pressures
on international pricing and reimbursement, paktidy in developed
European markets with a high government share aifrpaceutical
spending. Specific pricing pressures included mseel mandatory rebates
in Germany and significant price cuts in GreecefWmal, and Spain.

Formal processes of international reference pribietgveen EU
countries add to the regional impact of price auisdividual countries.
Price variations have also arisen from exchangeflattuations between
the Euro and other European currencies, and thiesdso factored into
international reference pricing systems.

During 2004, a comprehensive package of reformsadagted
amending EU law on the regulation of medicinal preid (pharmaceutical
legislation) in many areas, including approval gehares and safety
reporting. Many of these changes were aimed dité&tgig the approval
and launch of generic medicines and at streamliregglatory procedures
ahead of the accession of new member states ®©Uh&hese reforms
included the introduction of a clear legal basistfe approval of
biosimilar products in the EU. Following the effieeness of these new
regulations (in November 2005), the first such pigid, including a
biosimilar version ofsenotropin, were approved in the EU in 2006. The
new regulations also shortened certain approvalliimas and introduced
fast-track and conditional centralized authorizatidPfizer'sSutentwas
the first product to be conditionally approved untfe new law in 2006
(although its status subsequently was convertédltauthorization). In
addition, the data exclusivity periods during whichovative companies’
regulatory data are protected were required todombnized in all
member states and for all routes of regulatory apgr

On January 26, 2007, the new EU Regulation on Nieefcfor
Pediatric Use became effective. This introduced abligations on
pharmaceutical companies to conduct research anntleglicines for
children and, subject to various conditions, offettee possibility of
incentives for so doing, including exclusivity exsgons. The aim of this
regulation is
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to improve the health of children in the EU throdadh quality research,
stimulating the development of new medicines, angahfrastructure to
enable authorized use and improving the informatiomedicines for
children. A Pediatric Committee (PDCO) was creatétiin the EMA to
provide scientific opinions and input on developingans for medicines
for use with children. In line with this regulatidAfizer is conducting
many pediatric research programs for its in-lind davelopment
products, and completed its first EMA-approved péadt investigation
plan (forLipitor ) in 2009.

On December 31, 2010, the EU published new phamgitance
legislation which had been adopted by the Coumadl Rarliament of the
EU. The legislation will come into effect in mid-P® and entails many
new and revised requirements for conducting phaorigitance, as well
as the codification of various existing requirensgmteviously set out in
guidance. Key changes include the possibility émulators to require
pharmaceutical companies to conduct post-authaizafficacy studies
both at the time of approval and at any time aféeds in light of
scientific developments. There are also additioeqlirements to include
statements in product labelling with regard to aseelrug reaction
reporting and additional monitoring of productsefdwill also be
significantly greater transparency of the safetyiaw process.

The new legislation forms part of a three-part ‘phaceutical
package” to amend the existing EU pharmaceuticgsligtion. The other
parts concern legislative changes in the field§)afounterfeit medicines,
which is expected to be adopted in the first quart®011, and (ii) the
provision of information on prescription medicirtespatients, which has
reached a reasonably advanced stage, but has promgdversial to date
and the outcome for which is more uncertain.

At the end of the third quarter of 2010, the Consiaiser for Industry
and Entrepreneurship of the European Commissioowaroed the launch
of a process on corporate responsibility in therpia@eutical industry.
The process includes three independent platforijisatisparency and
ethics in the sector; (ii) access to medicinesfiicd; and (iii) access to
medicines in Europe in the context of pricing aeidnbursement. The
platform on access
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to medicines in Europe will focus on enhancingasdiration among EU
member states and relevant stakeholders, in ooderd common non-
regulatory approaches to ensure “timely and eqigitabcess to
medicines”.

CanadaHealth Canada is the government agency that previde
regulatory and marketing approval for drugs andateutic products in
Canada. In October 2006, Health Canada introdusedadernization
initiative under théBlueprint for Renewal: Modernizing Canada’s
Regulatory System for Health Products and Fpolicy framework. The
Blueprintincludes 10 objectives including the Progressivaehsing
Framework (PLF) also referred to as the Legislating Regulatory
Modernization (LRM); stronger post-market safetg anrveillance
systems; and strengthening compliance and enfortewith a directive
towards an integrated health system, includingerlaignment of
healthcare objectives with provinces and territorla December 2007,
theNew Food and Consumer Safety Action Riaas issued, followed in
April 2008 by the introduction of Bill C-51, a proged enabling
legislation to amend theood and Drugs Actf passed, it would represent
a significant drug regulatory system reform andagomchange to
Canada'’s drug approval system. The Bill was nébht@duced in 2010 as
expected, however, the government continues toessmommitment to
its re-introduction. Current regulatory policieglanitiatives, such as
priority and conditional approvals, are alreadyviting for
internationally competitive approval timelines. ifghe EU,Sutentwas
initially approved under the conditional provisi¢gtowever,
unprecedented advances in science and technolegyesenting a
potential challenge for Health Canada’s abilityrtaintain internationally
competitive market authorizations. In October 2(H€alth Canada
accelerated their modernization efforts. This ideld the proposed
regulatory pathways for Orphan Drugs (harmonizetth Wi.S./EU
regulations) and for biosimilars referred to asiSequent Entry
Biologics” (SEBs). This would formalize into regtitmms Health Canada’s
Guidance Document, which provided for approval BBS in 2009.

Introductory “non-excessive” prices and price ir@®es are controlled
by the federal Patented Medicines Prices Reviewddzanada’'s
intellectual property regime for drugs, which wagplemented under the
Data Protection regulations
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and provides for a minimum of eight years of datatgxtion for new
chemical entities, has been challenged by recégetion that has favored
generic manufacturers. The federal governmenttasqgurisdiction over
international trade and therefore over the issugags-border trade in
pharmaceuticals and internet pharmacies.

Asia.The regulatory environment in Asia presents mudtipsues for
companies trying to achieve simultaneous globaéligment and
registration (i.e., marketing products at the séime as in the U.S.,
Europe, Canada and elsewhere). While each coumtgia has its unique
regulatory concerns, there are a number of regylagsues that are
common among the majority of Asian countries. Bamaple, with the
exception of Japan, health authorities in Asia gaherequire marketing
approval by a recognized regulatory authority (aétge U.S. FDA) before
they begin to conduct their application review s and/or issue their
final approval. Proof of reference country apprasalsually satisfied by
companies submitting a Certificate of PharmacelRcaduct (CPP),
which is a legal document that is issued by thepetant health authority
certifying that the company’s product has satisftedountry’s
registration requirements and manufacturing statedakt a minimum,
this requirement delays marketing authorizatioAsia by 12-15 months
following market authorization in the U.S. and Epgo

Another common regulatory issue in Japan and &tk&n countries,
is the requirement for local clinical data in tfwintry’s population in
order to receive final marketing approval. Eacllafan, China, Korea,
Taiwan and India has regulations in some form thatire clinical studies
in their country (e.g., China requires a prescribedhber of Chinese
patients regardless of the product, therapeutig arelisease population).
Although some agencies have shown flexibility basedcientific
rationale related to ethnicity assessments, ibtaincommon for
companies to be required to duplicate costly ciihidals in Asia pursuant
to these regulations. This can further add to ntargeapproval delays
compared to the U.S. and Europe.

The controlling regulatory agency in China is thet& Food and Drug
Administration (SFDA). SFDA'’s scope of responsiiéls is similar to that
of the FDA or EMA.
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Two key agencies within SFDA are the Center fordvaluation
(CDE) and the National Institute for the ControlRifarmaceutical and
Biological Products (NICPBP). The CDE, which is lagaus to the
FDA'’s Center for Drug Evaluation and Research (CRERprimarily
responsible for the technical review of productlaagions, including
clinical trial applications (CTA) and new drug ajsptions (NDA), and
drafting technical guidance documents. NICPBP ésghality testing arm
of SFDA, legally responsible for the testing of phaceuticals, biologics
and medical devices nationwide.

China’s regulatory system is unique in many waws, ités drug
development and registration requirements are la@tys consistent with
international standards. As a result, it is notaimmon to see treatments
entering the market in China two to four yearsrdftet marketing in the
U.S. and Europe.

Intellectual Property. Although effective enforcement and adequate
legal remedies remain areas of concern for fore@npanies, the
intellectual property environment has improved hir@. The government
has taken steps to protect intellectual propediyts in conformity with
WTO provisions, and several companies have eshedalisesearch and
development centers in China due to more confidén&hina’s
intellectual property environment. However, Chieaains on the U.S.
Department of Commerce Priority Watch List for 20AIframework
exists for protecting patents for 20 years but m@ment mechanisms are
often lacking or inconsistent (such as, no effecpatent linkage
mechanism (noted below), no preliminary injunctidngpractical
evidentiary burdens, and heightened sufficiencydadeds used to
invalidate patents at the enforcement stage).

Additionally, true data exclusivity still remainkisive in China. The
CDE provides protection against reliance on datgdmeric applicants for
a fixed period of time. Following its WTO accessior2001, China
revised its laws to incorporate concepts from tHEOMRIPS, and
China’s relevant laws establish a six-year peribprotection against
unfair commercial use of undisclosed test and aflaéa of products
containing a new chemical ingredient. However,adheent regulations
are ambiguous as to how data protection is impléatkin practice in
China. For example, certain key concepts such es ‘t¢hemical
ingredient” and “unfair commercial use” are undetin
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Environmental Law Compliance

Most of our operations are affected by nationaltesand/or local
environmental laws. We have made, and intend ttirmos to make,
necessary expenditures for compliance with appléckws. We also are
cleaning up environmental contamination from pagustrial activity at
certain sites. See Note 19 to our consolidatediizh statementd,egal
Proceedings and Contingenciin our 2010 Financial Report. As a result,
we incurred capital and operational expenditurez0ibO for
environmental compliance purposes and for the elgnof certain past
industrial activity as follows:

e environmer-related capital expenditu—$48.7 million;
» other environmerrelated expens—$184.8 million.

While we cannot predict with certainty future capixpenditures or
operating costs for environmental compliance, iditlg compliance with
pending legislation and potential regulation antkptal legislation
related to climate change, we have no reason teveethey will have a
material effect on our capital expenditures or cetitipe position.

We have reviewed the potential for physical riskstr facilities and
supply chain that may be exacerbated by climatagdand have
concluded that, because of our facility locationd aur existing
distribution networks, we do not believe thesegiake material in the near
term.

Tax Matters

The discussion of tax-related matters in Note @uioconsolidated
financial statement§,axes on Incomén our 2010 Financial Report, is
incorporated by reference.

Employees

In our innovation-intensive business, our employaresvital to our
success. We believe we have good relationshipsawitemployees. As of
December 31, 2010, we employed approximately 1D0g&®ple in our
operations throughout the world.
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ITEM 1A. RISK FACTORS

The statements in this Section describe the migks to our business
and should be considered carefully. In additioesthstatements constitute
our cautionary statements under the Private Sézsitittigation Reform
Act of 1995.

Our disclosure and analysis in this 2010 Form 1@+ in our 2010
Annual Report to Shareholders contain some for-looking statements
that set forth anticipated results based on managets plans and
assumptions. From time to time, we also providesfod-looking
statements in other materials we release to thdiguis well as oral
forward-looking statements. Such statements give our suengectations
or forecasts of future events; they do not relatietty to historical or
current facts. We have tried, wherever possiblédeatify such statements
by using words such as “anticipate,” “estimate,” pect,” “project,”
“intend,” “plan,” “believe,” “will,” “target,” “for  ecast” and similar
expressions or by using future dates in connedtiitin any discussion of
future operating or financial performance, busingtans or prospects, -
line products and product candidates, and sharairelpase and dividend-
rate plans. In particular, these include statememtating to future
actions, business plans and prospects, prospegti@ucts or product
approvals, future performance or results of currantl anticipated
products, sales efforts, expenses, interest rétesign exchange rates, tl
outcome of contingencies, such as legal proceedargtfinancial results.

We cannot guarantee that any forward-looking statemvill be
realized, although we believe we have been prudemir plans and
assumptions. Achievement of future results is stibjesubstantial risks,
uncertainties and potentially inaccurate assumpiddhould known or
unknown risks or uncertainties materialize, or ddaunderlying
assumptions prove inaccurate, actual results caiiffiér materially from
past results and those anticipated, estimated ojggted. You should be
this in mind as you consider forward-looking stagens and you are
cautioned not to put undue reliance on forward-logkstatements.

We undertake no obligation to publicly update famiviboking
statements, whether as a result of new informafigmye events or
otherwise. You are advised, however, to consultfartlger disclosures
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we make on related subjects in our 10-Q and 8-Krispto the SEC. Also
note that we provide the following cautionary dission of risks,
uncertainties and possibly inaccurate assumpti@hsvant to our
businesses. These are factors that, individuallyndhe aggregate, may
cause our actual results to differ materially fremxpected and historical
results. We note these factors for investors amjited by the Private
Securities Litigation Reform Act of 1995. You sHaulderstand that it is
not possible to predict or identify all such facto€onsequently, you
should not consider the following to be a compthiseussion of all
potential risks or uncertaintie:

Healthcare Reform

As mentioned earlier, the ACA was enacted by Cagjie March
2010 and its provisions are effective on variougsslaver the next several
years. We expect that the rebates, discounts, tmdsther costs over
time will have a significant effect on our expenaas profitability in the
future. See the discussion undle. Healthcare Legislatioim our 2010
Financial Report. Furthermore, the IPAB createdhgyACA, to reduce
the per capita rate of growth in Medicare spendiogld potentially limit
access to certain treatments or mandate priceastfitr our products.
Moreover, expanded government investigative autyhamay increase the
costs of compliance with new negotiations and mogr. We also face the
uncertainties that might result from any modifioatirepeal or
invalidation of any of the provisions of the ACA.

Government Regulation and Managed Care Trends

U.S. and foreign governmental regulations mandginige controls
and limitations on patient access to our produnfsaict our business, and
our future results could be adversely affectedlgnges in such
regulations. In the U.S., many of our biopharmaicauproducts are
subject to increasing pricing pressures. Such presave increased as
the result of the 2003 Medicare Modernization Aa¢ do the enhanced
purchasing power of the private sector plans tkgbtiate on behalf of
Medicare beneficiaries. In addition, if the 2003dvmre Modernization
Act or the ACA were amended to impose direct gonemtal price
controls and access restrictions, it would havigificant adverse
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impact on our business. Furthermore, MCOs, asageMedicaid and
other government agencies, continue to seek piso®uants. Some states
have implemented, and other states are considgmniiog, controls or
patient-access constraints under the Medicaid prognd some states are
considering price-control regimes that would apgplyroader segments of
their populations that are not Medicaid eligibléh€ matters also could
be the subject of U.S. federal or state legislativeegulatory action that
could adversely affect our business, including geann patent laws, the
importation of prescription drugs from outside thé. at prices that are
regulated by the governments of various foreigmtdes, restrictions on
U.S. direct-to-consumer advertising or limitatiarsinteractions with
healthcare professionals and the use of comparefiigetiveness
methodologies that could be implemented in a matirarfocuses
primarily on cost differences and minimizes thedipeutic differences
among pharmaceutical products and restricts atoésrovative
medicines.

The prohibition on the use of federal funds formeirrsement of
erectile dysfunction medications by the Medicaidgvam, which became
effective January 1, 2006, and the similar fedinatling prohibition for
the Medicare Part D program, which became effectareuary 1, 2007,
has had an adverse effect on our business. Anytjtiohs on the use of
federal funds for reimbursement of other classefrags in the future may
also have an adverse effect.

We encounter similar regulatory and legislativeiéssin most other
countries. In Europe and some other internatioraakets, the government
provides healthcare at low direct cost to consuraecsregulates
pharmaceutical prices or patient reimbursementdewecontrol costs for
the government-sponsored healthcare system. licplar, there were
government-mandated price reductions for certaoplrmaceutical
products in certain European countries in 2010,ve@@nticipate
continuing pricing pressures in Europe in 2011 sThiernational
patchwork of price regulation has led to differprites and some third-
party trade in our products between countries. Aesalt, it is expected
that pressures on the pricing component of opeyaésults will continue.
The adoption of restrictive price controls in newigdictions or more
restrictive ones in existing jurisdictions could@abhdversely impact
revenue.
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Generic Competition

Competition from manufacturers of generic drugs meajor challenge
for us around the world. Upon the expiration oslo§ patent protection
for one of our products, or upon the “at-risk” labn(despite pending
patent infringement litigation against the gengricduct) by a generic
manufacturer of a generic version of one of ouepisd products, we can
lose the major portion of sales of that produa wery short period, which
can adversely affect our business.

Also, the patents covering several of our most irtget medicines,
including Lipitor, Caduet, Viagra, Detrol/Detrol LA, Lyric&utent,
Tygacil, Rapamune Relpax, andZyvox,are being challenged by generic
manufacturers. In addition, our patent-protectextipcts may face
competition in the form of generic versions of ltaed products of
competitors that lose their market exclusivity.

Competitive Products

We cannot predict with accuracy the timing or intpzfche
introduction of competitive products or their pddsieffect on our sales.
Products that compete with ours, including someurfbest-selling
medicines, are launched from time to time. Competproduct launches
have occurred in recent years and certain potgntiampetitive products
are in various stages of development, some of wiéske been filed for
approval with the FDA and with regulatory auth@dtiin other countries.

Dependence on Key In-Line Products

We recorded direct product revenues of more thail§dn for each of
15 biopharmaceutical products in 20Lpitor, Enbrel, Lyrica,
Prevnar/Prevenar 13, Celebri, Viagra, Xalatan/Xalacom
Effexor/Effexor XF, Norvasc, Prevnar/Prevenar (7-valent), Zyvox,
Sutent, Premarifiamily , Geodon/ZeldoandDetrol/Detrol LA. Those
products accounted for 60% of our total Biopharméical revenues in
2010.Lipitor sales in 2010 were approximately $10.7 billion,cacting
for approximately 18% of our total 2010 Biopharmattzal revenues. If
the products referenced above or any of our ottegomproducts were to
become subject to problems such as loss of patetgqtion, changes in
prescription growth rates, material product lidapilitigation, unexpected
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side effects, regulatory proceedings, publiciteefing doctor or patient
confidence, pressure from existing competitive pats, changes in
labeling or, if a new, more effective treatmentdidde introduced, the
adverse impact on our revenues could be signifidnhoted, patents
covering several of our best-selling medicines haeently expired or
will expire in the next few years, and patents cimgea number of our
best-selling medicines are the subject of pendigglichallenges. We
expect we will lose exclusivity fdripitor in the U.S. in November 2011
and, as a result, will lose the substantial porbour U.S. revenues from
Lipitor shortly thereafter. In addition, our revenues cdaddsignificantly
impacted by the timing and rate of commercial atanege of key new
products.

Specialty Pharmaceuticals

Specialty pharmaceuticals are medicines that tezator life-
threatening conditions that have smaller patiepugations, such as
certain types of cancer and multiple sclerosis. giteeving availability
and use of innovative specialty pharmaceuticalsylgoed with their
relative higher cost as compared to other typgghafmaceutical products,
is beginning to generate significant payer inteiresteveloping cost-
containment strategies targeted to this sectorlétthe impact on Pfizer
of payers’ efforts to control access and pricingmécialty
pharmaceuticals has been limited to date, our grgwortfolio of
specialty products, combined with the increasirg afshealth technology
assessment in markets around the world and thei@rating finances of
governments, may lead to a more significant adveus@ess impact in
the future.

Research and Development Investment

The discovery and development of new products disasehe
development of additional uses for existing produce very important to
the success of the Company. However, balancingetigrowth and
investment for the future remains a major challef@& ongoing
investments in new product introductions and ireaesh and development
for new products and existing product extensiongccexceed
corresponding sales growth. This could producedrigbsts without a
proportional increase in revenues.

Additionally, Pfizer's research and developmenteisiment plans and
resources may not be correctly matched betweescikace and the
market. The Company may not be investing in thetrigchnology
platforms, leading therapeutic segments, prodasses, geographic
markets and/or in-licensing and out-licensing opjdties in order to
deliver a robust pipeline. Additionally, even ikthreas with the greatest
market attractiveness are identified, the scienag not work for any
given program.

We recently announced a focus on fewer diseass areere we
believe we can deliver the greatest medical andwertial success. There
can be no assurance that this strategy will detiverdesired result which
could affect profitability in the future.

Development, Regulatory Approval and Marketing of Poducts

Risks and uncertainties apply particularly withpest to product-
related, forward-looking statements. The outcomineflengthy and
complex process of identifying new compounds aneliging new
products is inherently uncertain. Drug discoverg davelopment is time-
consuming, expensive and unpredictable. The prdoassearly
discovery or design to development to regulatoyrayal can take many
years. Drug candidates can fail at any stage gbtbeess. There can be
no assurance as to whether or when we will reaeigalatory approval
for new products or for new indications or dosagenfs for existing
products. Decisions by regulatory authorities rdgey labeling and other
matters could adversely affect the availabilitcommercial potential of
our products. There is also a risk that we mayadeguately address
existing regulatory agency findings concerningddequacy of our
regulatory compliance processes or implement swabée processes and
procedures to maintain regulatory compliance aratifress future
regulatory agency findings should they occur. Ttedse are many
considerations that can affect marketing of oudpots around the world.
Regulatory delays, the inability to successfullynpdete clinical trials,
claims and concerns about safety and efficacy, diseoveries, patent
disputes and claims about adverse side effects fae of the factors that
could adversely affect the realization of reseanctt development and
product-related, forward-looking statements.
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Pos-Approval Data

As a condition to granting marketing approval @raduct, the FDA
may require a company to conduct additional clinicals. The results
generated in these Phase IV trials could resutisas of marketing
approval, changes in product labeling, and/or neimaeased concerns
about side effects or efficacy of a product. Thedrand Drug
Administration Amendments Act of 2007 (the FDAAAygs the FDA
enhanced post-market authority, including the expdiuthority to require
post-market studies and clinical trials, labelihgeges based on new
safety information and compliance with FDA-approvistt evaluation
and mitigation strategies. The FDA'’s exercise sfitithority under the
FDAAA could result in delays or increased costsmyproduct
development, clinical trials and regulatory reviémgreased costs to
comply with additional post-approval regulatory uggments and
potential restrictions on sales of approved prasluébreign regulatory
agencies often have similar authority and may irepmmsmnparable costs.
Post-marketing studies, whether conducted by by @thers and whether
mandated by regulatory agencies or voluntary, dher@emerging data
about marketed products, such as adverse eventsepay also
adversely affect sales of our products. Further discovery of significant
problems with a product similar to one of our pratduthat implicate (or
are perceived to implicate) an entire class of pet&lcould have an
adverse effect on sales of the affected produatsoilingly, new data
about our products, or products similar to our pias, could negatively
impact demand for our products due to real or [peedeside effects or
uncertainty regarding efficacy and, in some casasld result in product
withdrawal. Furthermore, new data and informatianluding information
about product misuse, may lead government agerpgriefgssional
societies, practice management groups or orgaoimtnvolved with
various diseases to publish guidelines or recomiatés related to the
use of our products or the use of related therapigdace restrictions on
sales. Such guidelines or recommendations maytéelmdver sales of our
products.

Biotechnology Products

The ACA has created a framework for the approvddiogimilars in
the U.S. following the expiration of 12 years otksivity for the
innovator
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biologic with a potential six month pediatric ex¢ean. Such biosimilars
could reference biotechnology products already @apgat under the U.S.
Public Health Service Act. Additionally, the FDAsapproved a
biosimilar recombinant human growth hormo@enotropin, that
referenced a biotechnology product approved uraebtS. Federal Food,
Drug, and Cosmetic Act. In Europe, the European @msion has
granted marketing authorizations for several bidai® pursuant to a set
of general and product class-specific guidelinesfosimilar approvals
issued over the past few years. If competitorsabte to obtain marketing
approval for biosimilars referencing our bioteclowyl products, our
biotechnology products may become subject to coitigrefrom
biosimilars, with the attendant competitive presslixpiration or
successful challenge of applicable patent rightdccgenerally trigger this
competition, assuming any relevant exclusivity pefas expired. We
expect that we could face more litigation with respto the validity
and/or scope of patents relating to our biotechmoliroducts with
substantial revenue.

Research Studies

Decisions about research studies made early idetelopment
process of a drug candidate can have a substamfiatt on the marketing
strategy once the drug receives approval. Morelddtstudies may
demonstrate additional benefits that can helpémtlarketing, but they
consume time and resources and can delay submtitindrug candidate
for initial approval. We try to plan clinical trejprudently, but there is no
guarantee that a proper balance of speed andgesilirbe made in each
case. The quality of our decisions in this areddaffect our future
results.

Interest Rate and Foreign Exchange Risk

57% of our total 2010 revenues were derived frot@rirational
operations, including 28% from the Europe regiod 48% from the
Japan/Asia region. These international-based regras well as our
substantial international net assets, expose @entees and earnings to
foreign currency exchange rate changes. In additioninterest-bearing
investments, loans and borrowings are subjecstofrom changes in
interest rates and foreign exchange rates. Thels® and the measures we
have taken to help contain them are discusseckisehtion entitled
Financial Risk Managemein our 2010 Financial
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Report. For additional details, see Note 9-E toamnsolidated financial
statementsrinancial Instruments: Derivative Financial Instremts and
Hedging Activitiesin our 2010 Financial Report. Those sections of our
2010 Financial Report are incorporated by reference

Notwithstanding our efforts to foresee and mitighte effects of
changes in fiscal circumstances, we cannot predibtcertainty changes
in currency and interest rates, inflation or otfedated factors affecting
our businesses.

Risks Affecting International Operations

Our international operations also could be affetigdapital and
exchange controls, expropriation and other restd@overnment actions,
changes in intellectual property legal protectiand remedies, trade
regulations and procedures and actions affectipgospal, production,
pricing, and marketing of, reimbursement for anceas to, our products,
as well as by political unrest, unstable government legal systems and
inter-governmental disputes. Any of these changesdcadversely affect
our business.

Diversified Segment

Our Animal Health unit may be impacted by challexpglobal
economic conditions resulting in high unemploymeiés and tight credit
conditions. A high unemployment rate typically ésin reduced traffic

in veterinary clinics, negatively impacting our quamion animal business.

Tight credit conditions limit the borrowing powefrlivestock producers,
causing some to switch to lower-priced alternatives

Pfizer Nutrition may be impacted by challengingtglbeconomic
conditions and the resulting effect on consumendipg. Increased
competition particularly in high growth emerging niets is also a risk for
this business. The Nutrition business may also rapee significant
financial impact associated with changes in natiaegional, and
international laws, rules and guidelines and thaforcement. Our infant
and young child nutrition products are subjectri@eay of rules and
regulations enforced by government entities as agtreaties,
conventions and guidelines from international arities. Changes to
these requirements can significantly impact casltgting to taxes, tariffs,
trade, labeling, marketing, manufacturing, andaberall availability of
our products.

The Consumer Healthcare unit may be impacted by volatility
and generic competition affecting consumer spengatterns and market
share gains of competitors’ branded products oegestore brands. In
addition, regulatory and legislative outcomes rdiy the safety, efficacy
or unintended uses of specific ingredients in comsLimer Healthcare
products may require withdrawal and/or reformulaiid certain products
(e.g. cough/cold products).

Global Economic Conditions

The global economic downturn and the challengirdpgl economic
environment has not had, nor do we anticipatellthave, a material
impact on our liquidity. Due to our significant gpéng cash flow,
financial assets, access to capital markets arithblalines of credit and
revolving credit agreements, we continue to belitnag we have the
ability to meet our liquidity needs for the foreablke future. As market
conditions change, we will continue to monitor tquidity position.
However, there can be no assurance that our liguidil not be affected
by possible future changes in global financial ntsland global
economic conditions.

In addition to industry-specific factors, we, ligther businesses,
continue to face the effects of the challengingneoaic environment
which have impacted our Biopharmaceutical operatiarthe U.S. and
Europe, affecting the performance of products saagthipitor , Celebrex
andLyrica . We believe that patients, experiencing the effefthe
challenging economic environment, including higleronployment levels
and increases in co-pays, sometimes switch to gpemerducts, delay
treatments, skip doses or use less effective tegatsrio reduce their costs.
Challenging economic conditions in the U.S. alsechiacreased the
number of patients in the Medicaid program, undeictvsales of
pharmaceuticals are subject to substantial relaagisin many states, to
formulary restrictions limiting access to brand-madnugs, including ours.
In addition, during 2010, we continued to experepdcing pressure as a
result of the economic environment in Europe, witrernment-mandated
reductions in prices for certain Biopharmaceutpralducts in certain
European countries.

Qutsourcing

Outsourcing to third parties in areas includingsaction processing,
accounting, information
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technology, manufacturing, clinical trials, nonnatial studies, research
and development, safety and other areas could expo® sub-optimal
quality, missed deadlines or supply disruptioniswith potential negative
implications for our results.

Interactions with Healthcare Professionals

Risks and uncertainties apply where the Companyiges something
of value to a healthcare professional and/or gawent official, which, if
found to be improper, could potentially result mvgrnment enforcement
actions and penalties. These risks may increasera$).S. jurisdictions
adopt new anti-bribery laws and regulations.

Difficulties of Our Wholesale Distributors

In 2010, our largest wholesale distributor accodrite approximately
14% of our total revenue, and our top three whidedstributors
accounted for approximately 34% of our total revertione of our
significant wholesale distributors encounters fitiahor other difficulties,
such distributor may decrease the amount of busithes it does with us,
and we may be unable to collect all the amountsttieadistributor owes
us on a timely basis or at all, which could negajivmpact our results of
operations.

Product Manufacturing and Marketing Risks

Difficulties or delays in product manufacturingroarketing, including,
but not limited to, the inability to increase pration capacity
commensurate with demand or the failure to preditket demand for, or
to gain market acceptance of, approved productheopossibility that the
quality of incoming materials may be substandadirzot detected or that
we may fail to maintain appropriate quality stamtdathroughout the
internal and external supply network, could affettre results.

Cost and Expense Control/Unusual Events

Growth in costs and expenses, changes in procegitient and
geographic mix and the impact of acquisitions, sliiteres, restructurings,
product withdrawals and other unusual events thaldcresult from
evolving business strategies, evaluation of agsdization and
organizational restructuring could adversely affatdre results. Such
risks and uncertainties include, in particular, ability to
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successfully implement our announced plans regaitii@ Company’s
research and development function including thempd exit from the
Company’s Sandwich U.K. site, subject to works asind union
consultations, as well as our ability to realize piojected benefits of our
cost-reduction initiatives, including those relatedhe Wyeth integration
and to our research and development function.

Changes in Laws and Accounting Standards

Our future results could be adversely affectedlmnges in laws and
regulations, including changes in accounting stedgldaxation
requirements (including tax-rate changes, newdasland revised tax
law and regulatory interpretations including changfecting the taxation
by the U.S. of income earned outside the U.S.rématlt from the
enactment in August 2010 of the Education, Jobs\edicaid Assistance
Act of 2010, and that may result from pending aadsible future
proposals), competition laws and environmental lemtbe U.S. and other
countries.

Terrorist Activity

Our future results could be adversely affectedhmnges in business,
political and economic conditions, including thestand availability of
insurance, due to the threat of terrorist actiintyhe U.S. and other parts
of the world and related U.S. military action oess.

Legal Proceedings

We and certain of our subsidiaries are involvedarious patent,
product liability, consumer, commercial, securitiesvironmental and tax
litigations and claims, government investigaticarsg other legal
proceedings that arise from time to time in tharady course of our
business. Litigation is inherently unpredictabled &xcessive verdicts do
occur. Although we believe we have substantialmi&de in these matters,
we could in the future incur judgments or enteo is¢ttlements of claims
that could have a material adverse effect on @uli® of operations in
any particular period. We also may fail to identilyprevent non-
compliance with the laws and regulations associaféuthe
dissemination of product information (approved andpproved),
potentially resulting in government enforcement dachage to our
reputation.
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Patent claims include challenges to the coveragfanalidity of our
patents on various products or processes. Althetghelieve we have
substantial defenses to these challenges with ¢cetpall our material
patents, there can be no assurance as to the cit@ioimese matters, and
a loss in any of these cases could result in adbpatent protection for
the drug at issue, which could lead to a signifidass of sales of that
drug and could materially affect future result®pérations.

Business Development Activities

We expect to continue to enhance our in-line présland product
pipeline through acquisitions, licensing and altes. Se®©ur Business
Development Initiative—Strategy and Recent Transactiam®ur 2010
Financial Report, which is incorporated by refeeertdowever, these
enhancement plans are subject to the availabititycmst of appropriate
opportunities and competition from other pharmacalutompanies that
are seeking similar opportunities.

Information Technology

We rely to a large extent upon sophisticated inftfam technology
systems and infrastructure. The size and complefigur computer
systems make them potentially vulnerable to breakgonalicious
intrusion and random attack. Likewise, data privamaches by
employees and others with permitted access toystiems may pose a
risk that sensitive data may be exposed to unaizgtbpersons or to the
public. While we have invested heavily in the potiten of data and
information technology, there can be no assuramaeaur efforts will
prevent breakdowns or breaches in our systemsthdd adversely affect
our business.

Failure to Realize All of the Anticipated Benefitsof the Acquisition of
Wyeth

The success of our acquisition of Wyeth will depeéndarge part, on
our ability to realize the anticipated benefits andt savings from
integrating the operations of Pfizer and Wyettwéfare not able to
successfully integrate the operations of the tvgady companies, the
anticipated benefits and cost savings of the attgprianay not be realized
fully or at all or may take longer to realize thexpected.

26

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.

ITEM 2. PROPERTIES

In 2010, Pfizer continued to consolidate its operet to achieve
efficiencies and to dispose of excess space. Foltpthe acquisition of
Wyeth at the end of 2009, the total operationdl estate portfolio peaked
at 70 million square feet. By the end of 2010,dperational portfolio had
been reduced to less than 67 million square feérther two million
square feet of facilities currently are non-openaai pending disposal.
Our goal is to continue with further consolidatiar2011.

Pfizer corporate headquarters will continue torbéw York City.
With the exception of the Specialty Care custoneeu$ed unit (which is
headquartered in Collegeville, Pennsylvania), tlegBarmaceutical units
will continue to maintain their New York City headrters.

The Diversified business units are headquarterddaidison, New
Jersey.

In 2010, we successfully disposed of surplus offipace in the
northeast U.S. through exiting several leasedif@siland by completing
sales of significant office buildings at 685 Th&slenue, New York, and
in New London, Connecticut.

Our Biopharmaceutical and Diversified businessgeeito continue
to own and lease space around the world for salésrearketing, customer
service and administrative support functions. Imynlacations these
businesses will be co-located to achieve synegayidsoperational
efficiencies.

Our Global Research and Development (R&D) faciseipport our
R&D organizations around the world, with heavy camication in North
America and the U.K. We have started implementadfoour previously
announced R&D footprint reduction by moving forwand our facilities-
disposition program. The sale of the R&D St. Loiisssouri campus was
completed early in 2010 and we have begun the digpo process for the
R&D sites at Princeton, New Jersey, Chazy, New Yarid a portion of
the La Jolla, California campus.
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We have veterinary medicine research and developapanations in
owned or leased facilities in Kalamazoo and Rictiianwnship in
Michigan; Durham, North Carolina; Thane, India; 8aich, U.K.;
Wavre, Belgium; and Brisbane, Australia.

As previously mentioned, the Company has annouacgedligned
research and development footprint, including apéal exit from the
Sandwich, U.K. site, subject to works council amébn consultations, and
a planned shift of resources from its Groton, Catinet site to its
Cambridge, Massachusetts site.

Pfizer Global Supply (PGS) Division is headquarerevarious
locations with leadership primarily in New York, Werork and in
Peapack, New Jersey. PGS operates plants in 7olesaround the
world that manufacture products for our organizaimcluding Animal
Health, Consumer Healthcare, Emerging Markets iisteed Products,
Nutrition, Primary Care, Oncology and Specialty/diaes. Location:
with major manufacturing facilities include Belgiu@hina, Germany,
Ireland, Italy, Japan, Philippines, Puerto Ricayg@pore and the United
States. PGS also operates multiple distributioiliies around the world.
Our Global Supply Division’s plant network strategil result in the exit
from nine of these sites over the next
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several years. In addition, the Capsugel unit hasufacturing facilities in
10 locations around the world. As previously anreath we are currently
reviewing strategic alternatives for the Capsugd, which may include
divestiture.

In general, we believe that our properties are-we#lintained,
adequate and suitable for their purposes. See Note our consolidated
financial statement®roperty, Plant and Equipmentn our 2010
Financial Report, which discloses amounts investdand, buildings and
equipment and which is incorporated by referenee. &so the discussion
under Note 17 to our consolidated financial states)&ease
Commitmentsin our 2010 Financial Report, which is also inmated
by reference.

ITEM 3. LEGAL PROCEEDINGS

Certain legal proceedings in which we are involaegl discussed in
Note 19 to our consolidated financial statemeLegal Proceedings and
Contingencies in our 2010 Financial Report, which is incorpedhaby
reference.

ITEM 4. RESERVED
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EXECUTIVE OFFICERS OF THE COMPANY

The executive officers of the Company are set fortthis table. Each holds the office or officedioated until his or her successor is chosen and
qualified at the regular meeting of the Board ofelbtors to be held immediately following the 201inial Meeting of Shareholders. Each of the exeeutiv
officers is a member of the Pfizer Executive Leabgr Team.

Name

lan C. Read

Olivier Brandicourt

Frank A. D'Amelio

Mikael Dolsten

Age

57

55

53

52

Position
President and Chief Executive Officer since Decan2i8d¢0. Senior Vice President; Group President,
Worldwide Biopharmaceutical Businesses from Oct@19 through December 2010. President,
Worldwide Pharmaceutical Operations from August&206til October 2009. Since joining Pfizer in
1978 as an operational auditor, Mr. Read has halidws positions of increasing responsibility in
pharmaceutical operations. He worked in Latin Aeethrough 1995, holding positions including ClI
Financial Officer, Pfizer Mexico, and Country MaeagPfizer Brazil. In 1996, Mr. Read was appointed
President of Pfizer’'s International PharmaceutiGsup, with responsibility for Latin America and
Canada. He became Executive Vice President, Eunop@00, was named a Corporate Vice Preside
2001, and assumed responsibility for Canada, iitiaddo Europe, in 2002. Mr. Read later became
accountable for operations in both the Africa/M&l#&last region and Latin America. Currently a
Director of KimberlyClark Corporation. Serves on the Boards of U.S.ri€dior International Busine
and the European Federation of Pharmaceutical fidsisind Associations. Our Director since
December 2010 and Chair of our Bc's Executive Committet

President and General Manager of Pfizer Primarg Gance 2008. Senior Vice President and General
Manager of U.S. Pratt Business Unit from 2007 2QiD8. Managing Director of the United
Kingdom/Ireland Pfizer subsidiary from 2004 to 20

Executive Vice President, Business Operations dndf&inancial Officer since December 2010. Se
Vice President and Chief Financial Officer from &epber 2007 until December 2010. Prior to joining
Pfizer he was Senior Executive Vice President tdgration and Chief Administrative Officer of
Alcatel-Lucent from November 2006 until August 20@hief Operating Officer of Lucent
Technologies from January 2006 until November 2@ictor of Humana, Inc. and Chair of the
Humana Audit Committee. He is a Director of thedpendent College Fund of New Jers

President of Worldwide Research and Developmeeddecember 2010. Senior Vice President;
President of Worldwide Research and Developmemt fitay 2010 until December 2010. Senior Vice
President; President of Pfizer BioTherapeutics Rete& Development Group from October 2009 until
May 2010. He was Senior Vice President of Wyeth Rresident, Wyeth Research from June 2008 until
October 2009. He was a Private Equity Partner bingd Advisors, LLC from January 2008 until June
2008. Dr. Dolsten was Global Head, Corporate Divid?Pharma Research and Discovery, of Boehringer
Ingelheim Corporation from 2003 to 20(

28



Table of Contents

Geno J. Germano

Charles H. Hill

Douglas M. Lankle

Freda C. Lewis-Hall

Kristin C. Peck

Cavan M. Redmon

50

55

45

56

39

50

President and General Manager, Pfizer Specialtg @ad Oncology since December 2010. President
and General Manager, Specialty Care from Octob@® 2mtil December 2010. President, U.S.
Pharmaceuticals and Women'’s Health Care Unit, Wigdidrmaceuticals from 2008 through October
2009. President and General Manager, U.S. PhartiealdBusiness Unit, Wyeth Pharmaceuticals from
2007 through 2008. Executive Vice President ande@G@mManager, Pharmaceutical Business Unit,
Wyeth Pharmaceuticals from 2004 through 2(

Executive Vice President, Worldwide Human Resoustiese December 2010. Senior Vice President,
Human Resources for Worldwide Biopharmaceuticalsimasses from 2008 through December
2010. Vice President, Human Resources, WorldwidaiRaceutical Operations from 2004 through
2008.

Executive Vice President, Chief Compliance and Rifficer since February 2011. Executive V
President, Chief Compliance Officer since Decenft®di0. Senior Vice President and Chief Complie
Officer from January 2010 until December 2010. 8eNice President, Deputy General Counsel and
Chief Compliance Officer from August 2009 until dany 2010. Senior Vice President, Associate
General Counsel and Chief Compliance Officer froatdBer 2006 until August 2009. Prior to October
2006, Mr. Lankler held various positions of incriegsresponsibility within the Pfizer Legal Divisio

Executive Vice President, Chief Medical Officerc@rDecember 2010. Senior Vice President, Chief
Medical Officer from May 2009 until December 20B3eviously, she was Chief Medical Officer and
Executive Vice President, Medicines Developmenitatex Pharmaceuticals from June 2008 until May
2009. Dr. Lewis-Hall was Senior Vice President, \P8armaceuticals, Medical Affairs for Bristol-
Myers Squibb Company from 2003 until May 20

Executive Vice President, Worldwide Business Deprlent and Innovation since December 2010.
Senior Vice President, Worldwide Business Develamim@trategy and Innovation from April 2010 u
December 2010. Senior Vice President, Worldwidat8gy and Innovation from 2008 until April 2010.
Vice President, Strategic Planning, from 2007 t6&hief of Staff to the Vice Chairman from 200¢
2007 and Senior Director, Strategic Planning frd@@@42to 2006. She is a director of Kir

Group President, Animal Health, Consumer Healthdaemsugel and Corporate Strategy s
December 2010. Senior Vice President; Group Presi@éizer Diversified Businesses from October
2009 until December 2010. President, Wyeth Consuiheaithcare from December 2007 until October
2009. Executive Vice President and General Mand&jePharma, Wyeth Pharmaceuticals from 2003
until December 2007
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Natale S. Ricciarc

Amy W. Schulman

David S. Simmon

Sally Susman

62

50

46

49

Senior Vice President; President, Pfizer Global Macturing (now Pfizer Global Supply) since Octc
2004. He had held a number of positions of increasesponsibility in manufacturing before being
named U.S. Area Vice President/Team Leader foePf&Eobal Manufacturing in 1999. Director of
Mediacom Communications Cor

Executive Vice President, General Counsel and BgsitUnit Lead, Pfizer Nutrition since December
2010. Senior Vice President and General Counsel fhane 2008 until December 2010. Ms. Schulman
was a partner at the law firm of DLA Piper from Z9til joining Pfizer in June 2008. Member of the
Board of Directors of Wesleyan University and the&klyn Academy of Music

President and General Manager, Emerging MarketEatablished Products units since Decen
2010. President and General Manager, EstablishetluBts from 2008 until December 2010. Since
joining Pfizer in 1996, Mr. Simmons has held vasqositions of increasing responsibility
pharmaceutical operations including, Regional Blerd, Central Southern Europe; Vice President of
Marketing, Pfizer Canada; and Country Manager,ePf@reece. He is a member of the U.S.-India
Business Counci

Executive Vice President, Policy, External Affagnsd Communications of Pfizer since December 2010.
Senior Vice President, Policy, External Affairs @bommunications from December 2009 until
December 2010. Senior Vice President and Chief Comications Officer from February 2008 until
December 2009. Prior to joining Pfizer, Ms. Susrhald senior level positions at The Estee Lauder
Companies, including Executive Vice President fi2004 to January 200
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PART II

ITEM 5. MARKET FOR THE COMPANY 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER PURCHASES OF
EQUITY SECURITIES

The principal market for our Common Stock is theM\¥ork Stock Exchange. Our stock is also listedtmlLondon Stock Exchange and the SIX
Swiss Stock Exchange and is traded on various tiSitates regional stock exchanges. Additional médion required by this item is incorporated by
reference from the table caption@darterly Consolidated Financial Data (Unauditad)our 2010 Financial Report.

This table provides certain information with regpecour purchases of shares of the Compa@@mmon Stock during the fiscal fourth quarte2@f0

Issuer Purchases of Equity Securities (a)

Average
Price Total Number of Approximate
Paid Shares Purchased ¢ Dollar Value of
per Shares that May
Total Number of Share Part of Publicly Yet Be Purchased
Period Shares PurchasedP) (b) Announced Plan(®) Under the Plan (@)
October 4, 201!
Through
October 31, 201 17,14+ $17.4% $4,034,050,59
November 1, 201
Through
November 30, 201 97,64 $17.4¢ $4,034,050,59
December 1, 201
Through
December 31, 201 297,23. $16.7¢ $4,034,050,59
Total 412,02: $16.97

@ On January 23, 2008, Pfizer announced that thedBafaDirectors had authorized a $5 billion sharechase plan (the 2008 Stock Purchase Plan) to be
utilized from time to time. On February 1, 2011izBf announced that (i) the Board of Directors aathorized a new $5 billion share-purchase plan
which, together with the balance remaining under2B08 Stock Purchase Plan, increases our totarduuthorization to $9 billion and (ii) the
Company anticipates purchasing $5 billion of itsyaeon stock in 2011, with the remaining authorizetbant available in 2012 and beyol

These columns reflect the following transactionsrduthe fourth quarter of 2010: (i) the surrenttePfizer of 372,977 shares of common stock to
satisfy tax withholding obligations in connectioitiwthe vesting of restricted stock and restrictamtk units issued to employees; and (ii) the open
market purchase by the trustee of 39,046 sharesmion stock in connection with the reinvestmerdividends paid on common stock held in trust
for employees who were granted performa- contingent share awards and who deferred receguaf awards

(b)
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ITEM 6. SELECTED FINANCIAL DATA

Information required by this item is incorporatedrbference from the
Financial Summarin our 2010 Financial Report.

ITEM7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF

OPERATIONS

Information required by this item is incorporatedrbference from the
Financial Review section of our 2010 Financial Répo

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES
ABOUT MARKET RISK

Information required by this item is incorporatedrbference from the
discussion under the headiRgpancial Risk Managemeirt our 2010
Financial Report.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY

DATA

Information required by this item is incorporatedrbference from the
Report of Independent Registered Public Accourfing on the
Consolidated Financial Statemertsour 2010 Financial Report and from
the consolidated financial statements, relatedsnatel supplementary
data in our 2010 Financial Report.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH
ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls

As of the end of the period covered by this 201fFb0-K, we carried
out an evaluation, under the supervision and vhighgarticipation of our
principal executive officer and principal financéfficer, of the
effectiveness of the design and operation of asgldsure controls and
procedures
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(as such term is defined in Rules 13a-15(e) and1B&d) under the
Exchange Act). Based on this evaluation, our ppalcexecutive officer
and principal financial officer concluded that aisclosure controls and
procedures are effective in alerting them in a ljnmeanner to material
information required to be disclosed in our pergodiports filed with the
SEC.

Internal Control over Financial Reporting

Management'’s report on the Company’s internal abmiver financial
reporting (as such term is defined in Rules 13d)#5(d 15d-15(f) under
the Exchange Act), and the related report of odefiendent registered
public accounting firm, are included in our 201@aicial Report under
the heading8Management’s Report on Internal Control Over Finahc
ReportingandReport of Independent Registered Public Accourfinm
on Internal Control Over Financial Reportingespectively, and are
incorporated by reference.

Changes in Internal Controls

During our most recent fiscal quarter, there haseen any change in
our internal control over financial reporting (agk term is defined in
Rules 13a-15(f) and 15d-15(f) under the Exchang that has materially
affected, or is reasonably likely to materiallyeaff, our internal control
over financial reporting. However, we do wish tghlight some changes
which, taken together, are expected to have a &eimpact on our
controls over a multi-year period. We continue tospie a multi-year
initiative to outsource some transaction-procesattiyities within certain
accounting processes and are migrating to a censishterprise resource
planning system across the organization. Theserdrancements of
ongoing activities to support the growth of ourafiicial shared service
capabilities and standardize our financial systévase of these
initiatives is in response to any identified defioty or weakness in our
internal control over financial reporting.

ITEM 9B. OTHER INFORMATION
Not applicable.
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PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND
CORPORATE GOVERNANCE

Information about our Directors is incorporatedreference from the
discussion under Item 1 of our 2011 Proxy Statemafdrmation about
compliance with Section 16(a) of the Exchange Adhcorporated by
reference from the discussion under the heaSieggion 16(a) Beneficial
Ownership Reporting Complianae our 2011 Proxy Statement.
Information about the Pfizer Policies on Businessidict governing our
employees, including our Chief Executive Officehi€ Financial Officer
and Principal Accounting Officer, and the Code oBess Conduct and
Ethics governing our Directors, is incorporatedéference from the
discussion under the headiR{jzer Policies on Business Ethics and

ConductandCode of Conduct for Directoiisa our 2011 Proxy Statement.

Information regarding the procedures by which daclsholders may
recommend nominees to our Board of Directors isrfiparated by
reference from the discussion under the headBmsernance of the
Company — Governance Information — Criteria for BbMembership
andRequirements, Including Deadlines, for SubmissidProxy
Proposals, Nomination of Directors and Other Busief Shareholdel
in our 2011 Proxy Statement. Information aboutAudit Committee,
including the members of the Committee, and ourid@dmmittee
financial experts, is incorporated by referencenftbe discussion under
the heading’he Audit Committeim our 2011 Proxy Statement. The
balance of the information required by this itencasitained in the
discussion entitle&xecutive Officers of the CompanyPart | of this
2010 Form 10-K.

ITEM 11. EXECUTIVE COMPENSATION

Information about Director and executive compeseis incorporated
by reference from the discussion under the head@gsipensation of
Nor-Employee Directors, Executive CompensataCompensation
Committee Interlocks and Insider Participationour 2011 Proxy
Statement.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL
OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Information required by this item is incorporatedrbference from the
discussion under the headirigguity Compensation Plan Informatiam
our 2011 Proxy Statement.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED
TRANSACTIONS AND DIRECTOR INDEPENDENCE

Information about certain relationships and tratieas with related
parties is incorporated by reference from the dismn under the headings
Review of Related Person TransactiandTransactions with Related
Personsin our 2011 Proxy Statement. Information aboutcatoe
independence is incorporated by reference frondig@ission under the
headingDirector Independencia our 2011 Proxy Statement.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information about the fees for professional seiwi@ndered by our
independent auditors in 2010 and 2009 is incorpdrhy reference from
the discussion under the head#gdit and Non-Audit Fedn Item 2 of
our 2011 Proxy Statement. Our Audit Committee’sqyobn pre-approval
of audit and permissible non-audit services ofindependent auditors is
incorporated by reference from the section captidtmlicy on Audit
Committee Pre-Approval of Audit and Permissible Marlit Services of
Independent Registered Public Accounting Fin Item 2 of our 2011
Proxy Statement.
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ITEM 15.

2(1)

3(1)

3(2)

3(3)
4(1)

4(2)

4(3)

4(4)

PART IV
EXHIBITS, FINANCIAL STATEMENT SCHEDULES

15(a)(1) Financial StatementsThe following consolidated financial statementated notes, report of independent registered paaicounting firm
and supplementary data from our 2010 Financial Repe incorporated by reference into Iltem 8 oft Raof this 2010 Form 10-K:

Report of Independent Registered Public Accourfiimgn on the Consolidated Financial Statem
Consolidated Statements of Inco

Consolidated Balance She

Consolidated Statements of Sharehol’ Equity

Consolidated Statements of Cash Flc

Notes to Consolidated Financial Stateme

Quarterly Consolidated Financial Data (Unaudi

15(a)(2) Financial Statement ScheduleSchedules are omitted because they are not requideecause the information is provided elsewhetbe
financial statements. The financial statementsngbusolidated subsidiaries are omitted becausesjdenmed in the aggregate, they would not constaute
significant subsidiary.

15(a)(3) Exhibits.These exhibits are available upon request. Reqehetdd be directed to Matthew Lepore, Vice Pregid@d Corporate Secretary,
Chief Counsel-Corporate Governance, Pfizer Inc, R8st 42nd Street, New York, NY 10017-5755. Thaleknumbers preceded by an asterisk (*) indicate
exhibits filed with this 2010 Form 10-K. All othexhibit numbers indicate exhibits filed by incorption by reference. Exhibit numbers 10(1) throug(21)

are management contracts or compensatory plarsamggments.

Agreement and Plan of Merger dated as of Januar@@®® among Pfizer Inc., Wagner Acquisition Canpd Wyeth is incorporated by
reference from our-K report filed on January 29, 20C

Our Restated Certificate of Incorporation datedilAk®2, 2004, is incorporated by reference from dQ report for the period ended March
2004.

Amendment dated May 1, 2006 to Restated Certifiohtecorporation dated April 12, 2004, is incoratad by reference from our 10-Q report
for the period ended July 2, 20(

Our By-laws, as amended April 22, 2010, are incorporajectference from our -Q report for the period ended April 4, 20:

Indenture, dated as of January 30, 2001, betweandi¥he Chase Manhattan Bank, is incorporate@fgyence from our 8-K report filed on
January 30, 200:

First Supplemental Indenture, dated as of Marcl2089, between us and The Bank of New York Melkuc¢essor to JPMorgan Chase Bank,
N.A. (formerly JPMorgan Chase Bank, formerly Thea€& Manhattan Bank)), as Trustee, to Indentureldet®f January 30, 2001,
incorporated by reference from our-Q report for the period ended June 28, 2(

Second Supplemental Indenture, dated as of Ju2@08, between us and The Bank of New York Mellarc¢gssor to JPMorgan Chase Bank,
N.A. (formerly JPMorgan Chase Bank, formerly Thea€& Manhattan Bank)), as Trustee, to Indentureldet®f January 30, 2001,
incorporated by reference from ot-K report filed on June 3, 200

Eighth Supplemental Indenture, dated as of Oct8BeR009, between Wyeth, us and The Bank of Nevk ¥tellon (as successor to JPMor¢
Chase Bank, formerly The Chase Manhattan BanK)rastee, to Indenture dated as of April 10, 19%2a@mended on October 13, 1992), is
incorporated by reference from ot-K report filed on November 3, 200
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4(5)

10(1)
10(2)

10(3)

10(4)

10(5)
10(6)
10(7)

10(8)
10(9)

10(10
1011
10(12
10(13

10014

10(15'

10(16
10(17

10(18

10(19

Except as set forth in Exhibits 4(1) — (4) abobe, instruments defining the rights of holders efgdgerm debt securities of the Company
and its subsidiaries have been omit?

2001 Stock and Incentive Plan is incorporated ligremce from our Proxy Statement for the 2001 AhMeeting of Shareholder

Pfizer Inc. 2004 Stock Plan, as Amended and Reksteténcorporated by reference from our Proxy eStegnt for the 2009 Annual Meeting
of Shareholders

Form of Stock Option Grant Notice and Summary oy Kerms is incorporated by reference from our 16e@brt for the period ended
September 26, 200

Form of Performance-Contingent Share Award Graniddas incorporated by reference from our 10-Qoréfor the period ended
September 26, 200

Stock and Incentive Plan, as amended through Jul999, is incorporated by reference from our 19€-K report.
Nonfunded Supplemental Retirement Plan is incotpedrhy reference from our 1996-K report.

Nonfunded Deferred Compensation and Supplementah@aPlan, as amended and restated as of Fektuafp?2, is incorporated t
reference from our 2002 -K report.

Executive Annual Incentive Plan is incorporateddigrence from our Proxy Statement for the 1997uahiMeeting of Shareholder
Deferred Compensation Plan is incorporated by eefeg from our 1997 -K report.

Non-Employee Directo’ Retirement Plan (frozen as of October 1996) isripomted by reference from our 199¢-K report.
Restricted Stock Plan for N-Employee Directors is incorporated by referencenfour 1996 1-K report.

The form of Indemnification Agreement with eachoof nor-employee Directors is incorporated by referencenfour 1996 1-K report.

The form of Indemnification Agreement with eachtlef Named Executive Officers identified in our 2(Arbxy Statement is incorporated
by reference from our 1997 -K report.

Post-Retirement Consulting Agreement, dated aspoil 20, 2000, between us and William C. Steerg,igincorporated by reference from
our 1(-Q report for the period ended April 2, 20!

Severance Agreement, dated August 22, 2007, betuseand Frank A. D’Amelio and letter to Frank A Abelio regarding replacement
pension benefit dated August 22, 2007, are incatpdrby reference from ou-K report filed on August 22, 200

Executive Severance Plan is incorporated by refectfrom our -K report filed on February 20, 20C

Annual Retainer Unit Award Plan (for Non-Employewdators) (frozen as of March 1, 2006) as amengeidcorporated by reference from
our 2008 1-K report.

Nonfunded Deferred Compensation and Unit Award RdamNor-Employee Directors, as amended, is incorporatectfarence from our
2008 1(-K report.

Nonfunded and Deferred Compensation and Unit Awdath for Noi-Employee Directors, as amended, is incorporateettgyence fron
our 1(-Q report for the period ended April2010.

We agree to furnish to the SEC, upon request, g abpach instrument with respect to issuancesmg-term debt of the Company and its subsidial
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10(20)
10(21)

*12
*13

*21
*23
*24
*31.1
*31.2
*32.1

*32.2

*101.INS

*101.SCF
*101.CAL
*101.LAB
*101.PRE
*101.DEF

Form of Special Award Letter Agreement is incorpedaby reference from ou-K report filed on October 28, 200

Separation Agreement, dated as of December 5, det@een us and Jeffrey B. Kindler, is incorpordigdeference from our B-report filed or
December 9, 201(

Computation of Ratio of Earnings to Fixed Chary

Portions of the 2010 Financial Report, which, exdepthose sections incorporated by referencefiaréshed solely for the information of the
SEC and are not to be deen“filed.”

Subsidiaries of the Compar

Consent of KPMG LLP, Independent Registered Pukdicounting Firm.

Power of Attorney (included as part of signaturgeje

Certification by the Chief Executive Officer Purstito Section 302 of the Sarba-Oxley Act of 2002
Certification by the Chief Financial Officer Pursiiao Section 302 of the Sarba-Oxley Act of 2002

Certification by the Chief Executive Officer Purstito 18 U.S.C. Section 1350, as Adopted Pursua8ettion 906 of the Sarba-Oxley Act of
2002.

Certification by the Chief Financial Officer Pursido 18 U.S.C. Section 1350, as Adopted Pursua8ettion 906 of the Sarbanes-Oxley Act of
2002.

XBRL Instance Documet

XBRL Taxonomy Extension Scher

XBRL Taxonomy Extension Calculation Linkba
XBRL Taxonomy Extension Label Linkba
XBRL Taxonomy Extension Presentation Linkb.

XBRL Taxonomy Extension Definition Docume
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SIGNATURES

Under the requirements of Section 13 or 15(d) efSlkecurities Exchange Act of 1934, this report sigsed on behalf of the Registrant by the
authorized person named below.

Pfizer Inc.

Dated: February 24, 20: By: /s/ MATTHEW L EPORE
Matthew Lepore
Vice President and Corporate Secretary,
Chief Counsel — Corporate Governance

We, the undersigned directors and officers of Pfize., hereby severally constitute Amy W. Schulnaad Matthew Lepore, and each of them singly,
our true and lawful attorneys with full power te@th and each of them to sign for us, in our naméisarcapacities indicated below, any and all amenmds
to this Annual Report on Form 10-K filed with thecsrities and Exchange Commission.

Under the requirements of the Securities Exchangeof1934, this report was signed by the followpagsons on behalf of the Registrant and in the
capacities and on the date indicated.

Signature Title Date

/s/ 1anC. READ President, Chief Executive Officer and Director February 24, 2011
lan C. Read (Principal Executive Officer

/'s/ FRrank A. D'’A MELIO Executive Vice President, Business February 24, 2011
Frank A. D'Amelio Operations and Chief Financial Officer (Principal

Financial Officer)

/sl LOoRETTAV. C ANGIALOSI Senior Vice President—Controller February 24, 2011
Loretta V. Cangialosi (Principal Accounting Officer

/sl DENNISA. A USIELLO Director February 24, 2011
Dennis A. Ausiello

/'s/ MICHAEL S. BROWN Director February 24, 2011
Michael S. Brown

/sl M. ANTHONY B URNS Director February 24, 2011
M. Anthony Burns

/'s/ RoBERTN. B URT Director February 24, 201
Robert N. Burt

/s/  W. DoNC ORNWELL Director February 24, 2011
W. Don Cornwell

/'s/ FRraNcesD. FERGUSSON Director February 24, 2011
Frances D. Fergusson

s/ WiLLiam H. GRray Il Director February 24, 2011
William H. Gray Il
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Signature

/s/  CoONSTANCEJ. HORNER
Constance J. Horner

/sl SuzaNNE N ORA J OHNSON
Suzanne Nora Johnson

/sl JaMESM. K ILTS
James M. Kilts

/'s/ GEORGEA. L ORCH
George A. Lorch

/s/ JOHNP. MASCOTTE
John P. Mascotte

/s/ STEPHENW. SANGER
Stephen W. Sanger

/sl WiLLiam C. STEERE, JR.
William C. Steere, Jr.

Title

Director

Director

Director

Non-Executive
Chairman of the Boar

Director

Director

Director
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PFIZER INC. AND SUBSIDIARY COMPANIES
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Year Ended December 31,

Ex

hibit 12

(millions except ratios) 2010 2009 2008 2007 2006
Determination of Earning:
Income from continuing operations before providiontaxes on income, noncontrolling interests
and cumulative effect of a change in accountinggipies $9,42: $10,827 $ 9,694 $9,27¢  $13,02¢
Less:
Noncontrolling interest 32 9 23 42 12
Income attributable to Pfizer In 9,39( 10,81¢ 9,671 9,23¢ 13,01¢
Add:
Fixed charge 1,93¢ 1,361 647 541 642
Total earnings as define $11,32¢  $12,17¢ $10,31¢ $9,777  $13,65¢
Fixed charges
Interest expense (i $1,79¢ $123: $ 51€ $ 397 $ 48¢
Preferred stock dividends ( 6 7 8 11 14
Rents (c 131 121 122 133 14C
Fixed charge 1,93¢ 1,361 647 541 642
Capitalized interes 36 34 46 43 28
Total fixed charge $197: $139% $ 69 $ 58 $ 671
Ratio of earnings to fixed charg 5.7 8.7 14.¢ 16.7 20.4

(@) Interest expense includes amortization of gedtnium, discount and expenses. Interest expereserd include interest related to uncertain tax

positions of $384 million for 2010; $337 millionrf@009; $333 million for 2008; $331 million for 20@nd $200 million for 200¢

(b) Preferred stock dividends are from our Series Avedible perpetual preferred stock held by an EiypgdoStock Ownership Plan assumed in conne
with our acquisition of Pharmacia in 20(

(¢) Rents included in the computation consist a-third of rental expense which we believe to lbem@servative estimate of an interest factor in our

leases, which are not materi



EXHIBIT 13

Pfizer Inc.
2010 Financial Report




Financial Review

Pfizer Inc. and Subsidiary Companies

Introduction

Our Financial Review is provided to assist readers in understanding the results of operations, financial condition and cash flows of Pfizer Inc. (the Company). It should be read in conjunction
with the Consolidated Financial Statements and Notes to Consolidated Financial Statements. The discussion in this Financial Review contains forward-looking statements that involve
substantial risks and uncertainties. Our actual results could differ materially from those anticipated in these forward-looking statements as a result of various factors such as those discussed in
Part 1, Item 1A, “Risk Factors” of our 2010 Annual Report on Form 10-K and in the “Forward-Looking Information and Factors That May Affect Future Results”, “Our Operating Environment”
and “Our Strategy” sections of this Financial Review.

In accordance with Pfizer's international year-end, the financial information included in our consolidated financial statements for our subsidiaries operating outside the United States (U.S.) is as
of and for the year ended November 30 for each year presented. On October 15, 2009, we completed our acquisition of Wyeth in a cash-and-stock transaction valued on that date at
approximately $68 billion. Commencing from the acquisition date, our financial statements reflect the assets, liabilities, operating results and cash flows of Wyeth. As a result, legacy Wyeth
operations are reflected in our results of operations for the year ended December 31, 2010. In accordance with our domestic and international fiscal year-ends, our consolidated financial
statements for the year ended December 31, 2009 reflect approximately two-and-a-half months of the fourth calendar quarter of 2009 in the case of Wyeth’s U.S. operations and approximately
one-and-a-half months of the fourth calendar quarter of 2009 in the case of Wyeth’s international operations.

The Financial Review is organized as follows:
« Overview of Our Performance, Operating Environment, Strategy and Outlook . This section, beginning on page 2, provides information about the following: our business; our 2010
performance; our operating environment, including the impacts and anticipated impacts of the U.S. healthcare legislation enacted in March 2010; our strategy, including our recently

announced initiative to improve the innovation and overall productivity of our research and development operation; our business development initiatives, such as acquisitions, dispositions,
licensing and collaborations; our financial guidance for 2011; and our financial targets for 2012.

« Accounting Policies . This section, beginning on page 10, discusses those accounting policies that we consider important in understanding Pfizer's consolidated financial statements. For
additional discussion of our accounting policies, see Notes to Consolidated Financial Statements— Note 1. Significant Accounting Policies .

« Acquisition of Wyeth . This section, beginning on page 15, discusses our acquisition of Wyeth, the use of fair value and the recognition of assets acquired and liabilities assumed in
connection with our acquisition of Wyeth. For additional details related to the acquisition of Wyeth, see Notes to Consolidated Financial Statements— Note 2. Acquisition of Wyeth .

« Analysis of the Consolidated Statements of Income. This section begins on page 20, and consists of the following sections:

©  Revenues. This section, beginning on page 20, provides an analysis of our revenues and products for the three years ended December 31, 2010, including an overview of important
product developments.

© Costs and Expenses . This section, beginning on page 32, provides a discussion about our costs and expenses.

©  Provision for Taxes on Income. This section, beginning on page 36, provides a discussion of items impacting our tax provision for the periods presented and of two items that will impact
our results beginning in 2011.

o

Adjusted Income . This section, beginning on page 37, provides a discussion of an alternative view of performance used by management.

« Financial Condition, Liquidity and Capital Resources . This section, beginning on page 41, provides an analysis of our consolidated balance sheets as of December 31, 2010 and 2009, and
consolidated cash flows for each of the three years ended December 31, 2010, 2009 and 2008, as well as a discussion of our outstanding debt and other commitments that existed as of
December 31, 2010. Included in the discussion of outstanding debt is a discussion of the amount of financial capacity available to help fund Pfizer’s future activities.

« New Accounting Standards . This section, on page 45, discusses accounting standards that we recently have adopted, as well as those that recently have been issued but not yet adopted
by us.

« Forward-Looking Information and Factors That May Affect Future Results . This section, beginning on page 45, provides a description of the risks and uncertainties that could cause actual
results to differ materially from those discussed in forward-looking statements presented in this Financial Review relating to our financial and operating performance, business plans and
prospects, in-line products and product candidates, and share-repurchase and dividend-rate plans. Such forward-looking statements are based on management’s current expectations
about future events, which are inherently susceptible to uncertainty and changes in circumstances. Also included in this section are discussions of Financial Risk Management and Legal
Proceedings and Contingencies.
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Overview of Our Performance, Operating Environment, Strategy and Outlook

Our Business

Our mission is to apply science and our global resources to improve health and well-being at every stage of life. We strive to set the standard for quality, safety and value in the discovery,
development and manufacturing of medicines for people and animals. Our diversified global healthcare portfolio includes human and animal biologic and small molecule medicines and
vaccines, as well as nutritional products and many of the world’s best-known consumer products. Every day, we work across developed and emerging markets to advance wellness,
prevention, treatments and cures that challenge the most feared diseases of our time. We also collaborate with other biopharmaceutical companies, healthcare providers, governments and
local communities to support and expand access to reliable, affordable healthcare around the world. Our revenues are derived from the sale of our products, as well as through alliance
agreements, under which we co-promote products discovered by other companies.

Our 2010 Performance

Revenues increased 36% in 2010 to $67.8 billion, compared to $50.0 billion in 2009, due to the inclusion of revenues from legacy Wyeth products for a full year in 2010 compared to part of the
year in 2009, which favorably impacted revenues by $18.1 billion or 37%, and the favorable impact of foreign exchange, which increased revenues by approximately $1.1 billion, or 2%,
partially offset by the net revenue decrease from legacy Pfizer products of $1.4 billion, or 3%.

The significant impacts on revenues for 2010, compared to 2009, are as follows:

2010 vs. 2009

INCREASE/
(MILLIONS OF DOLLARS) (DECREASE) % CHANGE
Enbrel (outside the U.S. and Canada) @) $ 2,896 *
Prevnar/Prevenar 13 (@) 2,416 *
Effexor @) (b) 1,198 &
Prevnar/Prevenar (7-valent) (&) 966 *
Premarin family (& 827 *
Zosyn/Tazocin @) 768 *
Protonix (@) 622 *
BeneFIX (@) 545 &
Pristig (@) 384 *
ReFacto AF/Xyntha (@) 357 *
Detrol/Detrol LA (141) 12)
Camptosar () (215) (64)
Norvasc (®) (467) (24)
Lipitor () (701) (6)
Alliance revenues @ 1,159 40
All Other Biopharmaceutical @) : () 890 12
Animal Health () 811 29
Consumer Healthcare (@) 2,278 *
Nutrition (&) 1,676 &

(@Reflects the inclusion of revenues from legacy Wyeth products.

®)effexor lost exclusivity in the U.S. in July 2010. Lipitor lost exclusivity in Canada in May 2010, Spain in July 2010 and Brazil in August 2010 and faces intense competition in the U.S. and
other markets from generic and branded products. Camptosar lost exclusivity in Europe in July 2009. Norvasc lost exclusivity in Canada in July 2009.
©Relates to “All Other” category included in the Revenues — Major Biopharmaceutical Products table presented in this Financial Review.

* Calculation not meaningful.
Income from continuing operations was $8.3 billion in 2010 compared to $8.6 billion in 2009, reflecting:
« the inclusion of a full year of expenses associated with the legacy Wyeth operations in 2010, compared to part of the year in 2009;
« the impact of purchase accounting adjustments primarily related to the Wyeth acquisition on Cost of sales and Amortization of intangible assets ;
« impairment charges of $2.1 billion (pre-tax) primarily related to certain intangible assets acquired as part of the Wyeth acquisition and one legacy Pfizer product, Thelin (see further
discussion in the “Costs and Expenses—Other (Income)/Deductions—Net” section of this Financial Review and Notes to Consolidated Financial Statements— Note 2. Acquisition of

Wyeth , Note 3B. Other Significant Transactions and Events: Asset Impairment Charges, Note 6. Other (Income)/Deductions—net and Note 12B. Goodwill and Other Intangible Assets:
Other Intangible Assets );

« higher net interest expense, mainly due to the issuance of debt in connection with the acquisition of Wyeth and the addition of legacy Wyeth debt, as well as lower interest income due to
lower interest rates coupled with lower average investment balances;

* an additional charge of $1.3 billion (pre-tax) for asbestos litigation related to our wholly owned subsidiary Quigley Company, Inc. (see Notes to Consolidated Financial Statements— Note
19. Legal Proceedings and Contingencies );
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« lower revenues for legacy Pfizer products;

« awrite-off of Wyeth-related inventory of $212 million (pre-tax) (which includes a purchase accounting fair value adjustment of $104 million) (see Notes to Consolidated Financial
Statements— Note 3B. Other Significant Transactions and Events: Asset Impairment Charges and Note 10. Inventories ); and

» the non-recurrence of a $482 million gain recorded in 2009 related to ViiV Healthcare Limited (ViiV), a joint venture with GlaxoSmithKline plc (see Notes to Consolidated Financial
Statements— Note3E. Other Significant Transactions and Events: Equity-Method Investments) ,

partially offset by:

« higher revenues for legacy Wyeth products due to the inclusion of a full year of revenues from legacy Wyeth products in 2010 compared to part of the year in 2009;
« adecrease in the 2010 effective tax rate (see further discussion in the “Provision for Taxes on Income” section of this Financial review);

« the favorable impact of foreign exchange; and

« lower Restructuring charges and certain acquisition-related costs .
Our Operating Environment

U.S. Healthcare Legislation
Principal Provisions Affecting Us

In March 2010, the Patient Protection and Affordable Care Act, as amended by the Health Care and Education Reconciliation Act (together, the U.S. Healthcare Legislation), was enacted in
the U.S. This legislation has both current and longer-term impacts on us, as discussed below.

Certain provisions of the U.S. Healthcare Legislation became effective in 2010 or on January 1, 2011, while other provisions will become effective on various dates over the next several years.
The principal provisions affecting us provide for the following:

« anincrease, from 15.1% to 23.1%, in the minimum rebate on branded prescription drugs sold to Medicaid beneficiaries (effective January 1, 2010);
« extension of Medicaid prescription drug rebates to drugs dispensed to enrollees in certain Medicaid managed care organizations (effective March 23, 2010);

« expansion of the types of institutions eligible for the “Section 340B discounts” for outpatient drugs provided to hospitals meeting the qualification criteria under Section 340B of the Public
Health Service Act of 1944 (effective January 1, 2010);

« discounts on branded prescription drug sales to Medicare Part D participants who are in the Medicare “coverage gap,” also known as the “doughnut hole” (effective January 1, 2011); and

« an annual fee payable to the federal government (which is not deductible for U.S. income tax purposes) based on our prior-calendar-year share relative to other companies of branded
prescription drug sales to specified government programs (effective January 1, 2011, with the total fee to be paid each year by the pharmaceutical industry increasing annually through
2018).

In addition, the U.S. Healthcare Legislation includes provisions that affect the cost of certain of our postretirement benefit plans. Companies currently are permitted to take a deduction for
federal income tax purposes in an amount equal to the subsidy received from the federal government related to their provision of prescription drug coverage to Medicare-eligible retirees. Under
the U.S. Healthcare Legislation, effective for tax years beginning after December 31, 2012, companies will no longer be able to take that deduction. While the loss of this deduction will not take
effect for a few years, under U.S. generally accepted accounting principles, we were required to account for the impact in the first quarter of 2010, the period when the provision was enacted
into law, through a write-off of the deferred tax asset associated with those previously expected future income tax deductions. Other provisions of the U.S. Healthcare Legislation relating to our
postretirement benefit plans will affect the measurement of our obligations under those plans, but those impacts are not expected to be significant.

Current and Anticipated Financial Impacts

Our revenues were adversely impacted by $289 million in 2010, compared to last year, as a result of the increase in the minimum rebate on branded prescription drugs sold to Medicaid
beneficiaries and the extension of Medicaid prescription drug rebates to drugs dispensed to enrollees in certain Medicaid managed care organizations and, to a lesser extent, the expansion of
the types of institutions eligible for the “340B discounts” for outpatient drugs.

In December 2010, the Financial Accounting Standards Board (FASB) issued an accounting standard update which provides guidance that the annual fee based on branded prescription drug
sales to specified government programs should be recorded as an operating expense rather than as a reduction of revenues. After consideration of this new accounting standard, we currently
expect that the provisions of the U.S. Healthcare Legislation that became effective in 2010, together with the discounts on branded prescription drug sales to Medicare Part D participants who
are in the Medicare “doughnut hole” that became effective on January 1, 2011, will adversely affect revenues by approximately $600 million in 2011 and $500 million in 2012. In addition, we
currently expect
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that the annual fee based on branded prescription drug sales to specified government programs will adversely affect Selling, informational and administrative expense s by approximately $300
million in each of 2011 and 2012. These estimates are reflected in our 2011 financial guidance and 2012 financial targets, announced on February 1, 2011 (see the “Our Financial Guidance for
2011" and “Our Financial Targets for 2012" sections of this Financial Review for additional information).

In 2010, our income tax expense was impacted by, among other things, the write-off, in the first quarter of 2010, of the deferred tax asset of approximately $270 million to account for the loss
of the deduction, for tax years beginning after December 31, 2012, of an amount equal to the subsidy from the federal government related to our provision of prescription drug coverage to
Medicare-eligible retirees. This write-off was recorded in Provision for taxes on income in our Consolidated Statement of Income. For additional information on the impact of this write-off on our
effective tax rate for 2010, see the “Provision for Taxes on Income” section of this Financial Review.

The financial impact of U.S. healthcare reform may be affected by certain additional factors over the next few years, including pending implementation guidance relating to the U.S. Healthcare
Legislation and certain healthcare reform proposals. In addition, the U.S. Healthcare Legislation requires that, except in certain circumstances, individuals obtain health insurance beginning in
2014, and it also provides for an expansion of Medicaid coverage in 2014. It is expected that, as a result of these provisions, there will be a substantial increase in the number of Americans
with health insurance beginning in 2014, a significant portion of whom will be eligible for Medicaid. We anticipate that this will increase demand for pharmaceutical products overall. However, in
view of the many uncertainties, we are unable at this time to determine whether and to what extent sales of Pfizer prescription pharmaceutical products in the U.S. will be impacted.

Biotechnology Products

The U.S. Healthcare Legislation provides an abbreviated legal pathway to approve biosimilars (also referred to as “follow-on biologics”). Innovator biologics were granted 12 years of
exclusivity, with a potential six-month pediatric extension. After the exclusivity period expires, the U.S. Food and Drug Administration (FDA) could approve biosimilar versions of innovator
biologics. The regulatory implementation of these provisions is ongoing and expected to take several years. If competitors are able to obtain marketing approval for biosimilars referencing our
biotechnology products, our biotechnology products may become subject to competition from biosimilars, with the attendant competitive pressure.

The budget proposal submitted to Congress by President Obama in February 2011 includes a provision that would reduce the base exclusivity period for biologics from 12 years to seven
years. There is no assurance that this provision will be enacted into law.

Other Industry-Specific Challenges

The majority of our revenues come from the manufacture and sale of Biopharmaceutical products. The biopharmaceutical industry is highly competitive and we face a number of industry-
specific challenges, which can significantly impact our results. These factors include among others: the loss or expiration of intellectual property rights, the regulatory environment and pipeline
productivity, pricing and access pressures, and increasing competition among branded products.

The Loss or Expiration of Intellectual Property Rights —As is inherent in the biopharmaceutical industry, the loss or expiration of intellectual property rights can have a significant adverse effect
on our revenues. Many of our products have multiple patents that expire at varying dates, thereby strengthening our overall patent protection. However, once patent protection has expired or
has been lost prior to the expiration date as a result of a legal challenge, we lose exclusivity on these products, and generic pharmaceutical manufacturers generally produce similar products
and sell them for a lower price. This price competition can substantially decrease our revenues for products that lose exclusivity, often in a very short period of time. While small molecule
products are impacted in such a manner, biologics currently have additional barriers to entry related to the manufacture of such products and, therefore, generic competition may not be as
significant. A number of our current products are expected to face significantly increased generic competition over the next few years.

In the U.S., we lost exclusivity for Effexor XR in July 2010, Aricept 5mg and 10mg tablets in November 2010, for Protonix in January 2011, and Vfend tablets in February 2011. We lost
exclusivity for Lipitor in Canada in May 2010, Spain in July 2010 and Brazil in August 2010. In addition, the basic patent for Vfend tablets in Brazil expired in January 2011. We expect to lose
exclusivity for various products over the next few years, including the following in 2011:

* Xalatan in the U.S. in March 2011;
¢ Aromasin in the U.S. in April 2011 and in the European Union (EU) and Japan in July 2011;

« Xalatan and Xalacom in the majority of major European markets in July 2011. We are pursuing a pediatric extension for Xalatan in the EU. If we are successful, the exclusivity period for
both Xalatan and Xalacom in the majority of major European markets will be extended by six months to January 2012; and

« Lipitor and Caduet in the U.S. in November 2011 (see additional discussion below).

We expect that we will lose exclusivity for Lipitor in the U.S. in November 2011 and, as a result, will lose the substantial portion of our U.S. revenues from Lipitor shortly thereafter. We have
granted Watson Laboratories, Inc. (Watson) the exclusive right to sell the authorized generic version of Lipitor in the U.S. for a period of five years, which is expected to commence in
November 2011. As Watson's exclusive supplier, we will manufacture and sell generic atorvastatin tablets to Watson. In markets outside the U.S., Lipitor has lost exclusivity in certain countries
and will lose exclusivity at various times in certain other countries. We expect to maintain a significant portion of the Lipitor revenues in developed markets outside the U.S. through 2011. We
are pursuing a pediatric extension for Lipitor in the EU. If we are successful, the exclusivity period for Lipitor in the majority of major European markets will be extended by six months to May
2012. We do not expect that Lipitor revenues in emerging markets will be materially impacted by the loss of exclusivity in 2011 or over the next several years. In 2010, revenues from Lipitor
were approximately $5.3 billion in the U.S. (approximately 18% of our total 2010 U.S. revenues) and approximately $5.4 billion in markets outside the U.S. (about 14% of our total 2010
international revenues, of which approximately $900 million was attributable to emerging markets).
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Our financial guidance for 2011 and our financial targets for 2012 reflect the anticipated impact in those years of the loss of exclusivity of various products (see the “Our Financial Guidance for
2011" and “Our Financial Targets for 2012" sections of this Financial Review).

Pipeline Productivity and Regulatory Environment —The discovery and development of safe, effective new products, as well as the development of additional uses for existing products, are
necessary for the continued strength of our businesses. We are confronted by increasing regulatory scrutiny of drug safety and efficacy, even as we continue to gather safety and other data on
our products, before and after the products have been launched. Our product lines must be replenished over time in order to offset revenue losses when products lose their exclusivity, as well
as to provide for revenue and earnings growth. We devote considerable resources to research and development (R&D) activities. These activities involve a high degree of risk and may take
many years, and with respect to any specific research and development project, there can be no assurance that the development of any particular product candidate or new indication for an in-
line product will achieve desired clinical endpoints and safety profile or will be approved by regulators and lead to a successful commercial product.

We received “warning letters” from the FDA in April 2010 with respect to the clinical trial for Geodon for the treatment of bipolar mania in children and in June 2010 with respect to the reporting
of certain post-marketing adverse events relating to certain drugs. We are working with the FDA to address the issues raised in those letters.

Pricing and Access Pressures —Governments, managed care organizations and other payer groups continue to seek increasing discounts on our products through a variety of means such as
leveraging their purchasing power, implementing price controls, and demanding price cuts (directly or by rebate actions). In particular, as a result of the economic environment in Europe, the
industry has experienced significant pricing pressures in European markets. There were government-mandated price reductions for certain biopharmaceutical products in certain European
countries in 2010, and we anticipate continuing pricing pressures in Europe in 2011. Also, health insurers and benefit plans continue to limit access to certain of our medicines by imposing
formulary restrictions in favor of the increased use of generics. In prior years, Presidential advisory groups tasked with reducing healthcare spending have recommended and legislative
changes have been proposed that would allow the U.S. government to directly negotiate prices with pharmaceutical manufacturers on behalf of Medicare beneficiaries, which we expect would
restrict access to and reimbursement for our products. There have also been a number of legislative proposals seeking to allow importation of medicines into the U.S. from countries whose
governments control the price of medicines, despite the increased risk of counterfeit products entering the supply chain. If importation of medicines is allowed, an increase in cross-border trade
in medicines subject to foreign price controls in other countries could occur and negatively impact our revenues.

Competition Among Branded Products —Many of our products face competition in the form of branded products, which treat similar diseases or indications. These competitive pressures can
have an adverse impact on our future revenues.

The Overall Economic Environment

In addition to industry-specific factors, we, like other businesses, continue to face the effects of the challenging economic environment, which have impacted our biopharmaceutical operations
in the U.S. and Europe, affecting the performance of products such as Lipitor, Celebrex and Lyrica. We believe that patients, experiencing the effects of the challenging economic environment,
including high unemployment levels, and increases in co-pays sometimes are switching to generics, delaying treatments, skipping doses or using less effective treatments to reduce their costs.
Challenging economic conditions in the U.S. also have increased the number of patients in the Medicaid program, under which sales of pharmaceuticals are subject to substantial rebates and,
in many states, to formulary restrictions limiting access to brand-name drugs, including ours. In addition, during 2010, we continued to experience pricing pressure as a result of the economic
environment in Europe, with government-mandated reductions in prices for certain biopharmaceutical products in certain European countries.

Despite the challenging financial markets, Pfizer maintains a strong financial position. Due to our significant operating cash flows, financial assets, access to capital markets and available lines
of credit and revolving credit agreements, we continue to believe that we have the ability to meet our liquidity needs for the foreseeable future. Our long-term debt is rated high quality by both
Standard & Poor’s and Moody'’s Investors Service. As market conditions change, we continue to monitor our liquidity position. We have taken and will continue to take a conservative approach
to our financial investments. Both short-term and long-term investments consist primarily of high-quality, highly liquid, well-diversified, available-for-sale debt securities. For further discussion of
our financial condition, see the “Financial Condition, Liquidity and Capital Resources” section of this Financial Review.

A significant portion of our revenues and earnings is exposed to changes in foreign exchange rates. We seek to manage our foreign exchange risk in part through operational means, including
managing same-currency revenues in relation to same-currency costs and same-currency assets in relation to same-currency liabilities. Depending on market conditions, foreign exchange risk
also is managed through the use of derivative financial instruments and foreign currency debt. As we operate in multiple foreign currencies, including the euro, the U.K. pound, the Japanese
yen, the Canadian dollar and approximately 100 other currencies, changes in those currencies relative to the U.S. dollar will impact our revenues and expenses. If the U.S. dollar weakens
against a specific foreign currency, our revenues will increase, having a positive impact, and our overall expenses will increase, having a negative impact, on net income. Likewise, if the U.S.
dollar strengthens against a specific foreign currency, our revenues will decrease, having a negative impact, and our overall expenses will decrease, having a positive impact, on net income.
Therefore, significant shifts in currencies can impact our short-term results as well as our long-term forecasts and targets.
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Our Strategy

We believe that our medicines provide significant value for both healthcare providers and patients, not only from the improved treatment of diseases but also from a reduction in other
healthcare costs, such as emergency room or hospitalization costs, as well as improvements in health, wellness and productivity. We continue to actively engage in dialogues about the value
of our products and how we can best work with patients, physicians and payers to prevent and treat disease and improve outcomes. We will work within the current legal and pricing structures,
as well as continue to review our pricing arrangements and contracting methods with payers, to maximize access to patients and minimize any adverse impact on our revenues.

In response to the challenging operating environment, we have taken and continue to take many steps to strengthen our Company and better position ourselves for the future. We believe in a
comprehensive approach to our challenges—organizing our business to maximize research, development and commercial opportunities, diversifying our sources of revenue, restructuring
when necessary to capture cost-reduction opportunities, opportunistically investing in acquisitions and collaboration arrangements and protecting our intellectual property. Selected highlights
are as follows:

* We believe that our Primary Care, Specialty Care, Established Products, Oncology and Emerging Markets biopharmaceutical business unit structure enables us to better:

manage our products’ growth and development from proof-of-concept throughout their entire time on the market;

bring innovation to our “go to market” promotional and commercial strategies;

develop ways to further enhance the value of established products, including those that have lost or are about to lose their exclusivity;

O O O ©

expand our already substantial presence in emerging markets; and

(¢]

create product-line extensions where feasible.
« Our Animal Health, Consumer Healthcare, Nutrition and Capsugel business units provide diverse sources of revenues.

« Through our PharmaTherapeutics research group (discovery of small molecules and related modalities) and BioTherapeutics research group (large-molecule research, including vaccines),
we continue to develop and deliver innovative medicines that will benefit patients around the world and make the investments that we believe are necessary to serve patients’ needs and to
generate long-term growth.

On February 1, 2011, we announced that we are continuing to closely evaluate our global research and development function and will accelerate our current strategies to improve innovation
and overall productivity by prioritizing areas with the greatest scientific and commercial promise, utilizing appropriate risk/return profiles and focusing on areas with the highest potential to
deliver value in the near term and over time. To that end, our research will primarily focus on five high-priority areas that have a mix of small and large molecules—immunology and
inflammation, oncology, cardiovascular and metabolic diseases, neuroscience and pain and vaccines. In addition to reducing the number of disease areas the Company will focus on, key
steps in this process include a realigned research and development footprint, with a planned exit from the Company’s Sandwich, United Kingdom (U.K.) site, subject to works council and
union consultations, the planned shift of selected resources from the Company’s Groton, Connecticut site to its Cambridge, Massachusetts site, and the planned outsourcing of certain
functions that do not drive competitive advantage for Pfizer. As a result of these actions, we expect significant reductions in our annual research and development expenses, which are
reflected in our 2011 financial guidance and 2012 financial targets, and we expect to incur significant costs, which are also reflected in our 2011 financial guidance and 2012 financial targets.
For additional information, see the “Our Financial Guidance for 2011”, “Our Financial Targets for 2012” and “Costs and Expenses—Cost-Reduction and Productivity Initiatives and Related
Costs” sections of this Financial Review.

While a significant portion of R&D is done internally, we continue to seek to expand our pipeline by entering into agreements with other companies to develop, license or acquire promising
compounds, technologies or capabilities. Collaboration, alliance and license agreements and acquisitions allow us to capitalize on these compounds to expand our pipeline of potential future
products. In addition, collaborations and alliances allow us to share risk and to access external scientific and technological expertise.

For information about our pending new drug applications (NDA) and supplemental filings, see the “Revenues—Product Developments-Biopharmaceutical” section of this Financial Review.

Our acquisition strategy included the acquisition of Wyeth in 2009, which significantly increased our diversification. We continue to build on our broad portfolio of businesses through
various business development transactions announced in 2010. We believe the following transactions will complement our businesses as follows:
© our acquisition of King Pharmaceuticals, Inc. complements our current portfolio of pain treatments in our Primary Care unit and provides potential growth opportunities in our Established
Products and Animal Health units.

Our acquisition of FoldRx Pharmaceuticals, Inc. is expected to strengthen our presence in the growing rare medical disease market, which complements our Specialty Care unit.

Our alliance with Biocon complements our Established Products and Emerging Markets unit by advancing our strategies in biosimilars and positions us competitively in the diabetes
market over time.

Our investment in and commercial agreements with Laboratério Teuto Brasileiro S.A. (Teuto) complement our Emerging Markets unit by giving us access to a large network of
independent distributors in Brazil and provide us the opportunity to commercialize Teuto’s products outside of Brazil which may also provide opportunities for our Established Products
unit.
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© our pending acquisition of Ferrosan’s consumer healthcare business will strengthen our presence in dietary supplements with a new set of brands and pipeline products. Also, we believe
that the acquisition will allow us to expand the marketing of Ferrosan’s brands through Pfizer’s global footprint and provide greater distribution and scale for certain Pfizer brands, such as
Centrum ® and Caltrate ®, in Ferrosan’s key markets.

For additional details related to these transactions and for other strategic investments see the “Our Business Development Initiatives” section of this Financial Review.

* We continue to aggressively defend our patent rights against increasingly aggressive infringement whenever appropriate (see Notes to Consolidated Financial Statements— Note 19. Legal
Proceedings and Contingencies ), and we will continue to support efforts that strengthen worldwide recognition of patent rights while taking necessary steps to ensure appropriate patient
access. In addition, we will continue to employ innovative approaches to prevent counterfeit pharmaceuticals from entering the supply chain and to achieve greater control over the
distribution of our products, and we will continue to participate in the generics market for our products, whenever appropriate, once they lose exclusivity.

« We remain focused on achieving an appropriate cost structure for the Company. For information regarding our cost-reduction initiatives, see the “Costs and Expenses—Cost-Reduction
and Productivity Initiatives and Related Costs” section of this Financial Review.

« We continue to review the value-creation potential of all of our businesses, including the investments required to make them market leaders, their competitive position globally and whether
they can create the most value within or outside of Pfizer. We expect to complete this review during 2011.

Our strategy also includes directly enhancing shareholder value through dividends and share repurchases. In December 2010, our Board of Directors declared a first-quarter 2011 dividend of
$0.20 per share, an increase from the $0.18 per-share quarterly dividend paid during 2010. On February 1, 2011, we announced that the Board of Directors authorized a new $5 billion share-
repurchase plan, which increased our total current repurchase authorization to $9 billion. We expect to repurchase approximately $5 billion of our common stock during 2011, with the
remaining authorized amount available in 2012 and beyond.

Our Business Development Initiatives

We are committed to capitalizing on growth opportunities by advancing our own pipeline and maximizing the value of our in-line products, as well as through various forms of business
development, which can include alliances, licenses, joint ventures, dispositions and acquisitions. We view our business-development activity as an enabler of our strategies, and we seek to
generate profitable revenue growth and enhance shareholder value by pursuing a disciplined, strategic and financial approach to evaluating business-development opportunities. We are
especially interested in opportunities in our Emerging Markets and Established Products units within our Biopharmaceutical segment and our high-priority therapeutic areas—immunology and
inflammation, oncology, cardiovascular and metabolic diseases, neuroscience and pain, and vaccines. Some of our most significant business-development transactions since 2008 are
described below.

« OnJanuary 31, 2011, we completed our tender offer for all of the outstanding shares of common stock of King Pharmaceuticals, Inc. (King). Upon completion of the tender offer, we
accepted for purchase all of the shares validly tendered and not validly withdrawn at a purchase price of $14.25 per share, net to the seller in cash, without interest thereon and subject to
any required withholding taxes. As a result, we paid approximately $3.3 billion in cash for approximately 92.5% of the outstanding shares of King common stock. Also, in accordance with
the terms of the merger agreement, individuals designated by Pfizer now constitute a majority of the King Board of Directors. We intend to complete the acquisition of King through a
merger on or about February 28, 2011, without a vote of the remaining shareholders of King. As a result of the merger, each remaining share of King common stock will be converted into
the right to receive $14.25 per share, net in cash, without interest and less any required withholding taxes. Upon completion of the merger, we expect to pay approximately $300 million for
the remaining shares of King, which will then become a wholly owned subsidiary of Pfizer.

King’s principal businesses consist of a prescription pharmaceutical business focused on delivering new formulations of pain treatments designed to discourage common methods of misuse
and abuse; the Meridian auto-injector business for emergency drug delivery, which develops and manufactures the EpiPen ® ; and an animal health business that offers a variety of feed-
additive products for a wide range of species.

The assets acquired and liabilities assumed from King, the consideration paid to acquire King, and the results of King’s operations are not reflected in our consolidated financial statements
as of and for the twelve months ended December 31, 2010.

« On February 7, 2011 we announced that we have entered into a definitive agreement to purchase the Ferrosan consumer healthcare business, which is principally comprised of dietary
supplement products, including multivitamins, probiotics and Omega-3 fish oils. Ferrosan markets its products in the Nordic region as well as Russia, Turkey and many countries in Central
and Eastern Europe. The transaction, which is subject to customary closing conditions, including regulatory approval in certain jurisdictions, is expected to close during the second quarter
of 2011.

« On November 8, 2010 we consummated our partnership to develop and commercialize generic medicines with Laboratério Teuto Brasileiro S.A. (Teuto) a leading generics company in
Brazil. As part of the transaction, we acquired a 40 percent equity stake in Teuto, and the companies entered into a series of commercial agreements. The partnership is expected to
enhance our position in Brazil, a key emerging market, by providing access to Teuto’s portfolio of products. Through this partnership, we expect to also have access to significant
distribution networks in rural and suburban areas in Brazil and the opportunity to register and commercialize Teuto’s products in various markets outside of Brazil. Under the terms of our
purchase agreement with Teuto, we made an upfront payment at the closing of approximately $230 million (subject to certain post-closing adjustments). In addition, Teuto will be eligible to
receive a
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performance-based milestone payment from us in 2012 of up to approximately $200 million. We have an option to acquire the remaining 60 percent of Teuto’s shares beginning in 2014, and
Teuto’s shareholders have an option to sell their 60 percent stake to us beginning in 2015.

We are accounting for our interest in Teuto as an equity method investment due to the significant influence we have over the operations of Teuto through our board representation, minority
veto rights and 40% voting interest. Our investment in Teuto is reported as a private equity investment in Long-term investments and loans in our consolidated balance sheet as of
December 31, 2010. Our share of Teuto’s income and expenses is recorded in Other deductions — net . See also Notes to Consolidated Financial Statements— Note 3E. Other Significant
Transactions and Events: Equity-Method Investments .

« On October 18, 2010, we entered into a strategic global agreement with Biocon, a biotechnology company based in India, for the worldwide commercialization of Biocon'’s biosimilar
versions of insulin and insulin analog products: Recombinant Human Insulin, Glargine, Aspart and Lispro. We will have exclusive rights to commercialize these products globally, with
certain exceptions, including co-exclusive rights for all of the products with Biocon in Germany, India and Malaysia. We will also have co-exclusive rights with existing Biocon licensees with
respect to certain of these products, primarily in a number of developing markets. Biocon will remain responsible for the clinical development, manufacture and supply of these biosimilar
insulin products, as well as for regulatory activities to secure approval for these products in various markets. Biocon’s Recombinant Human Insulin formulations are approved in 27
countries in developing markets, and commercialized in 23 of those countries, while Biocon’s Glargine has been launched in its first market, India. Under the terms of the strategic global
agreement, we made upfront payments totaling $200 million in the fourth quarter of 2010, of which $100 million was paid to Biocon (recorded in Research and development expenses ) and
$100 million was paid into an escrow account. The payment into the escrow account will be released to Biocon based on achievement of certain milestones. Biocon also is eligible to
receive additional development and regulatory milestone payments of up to $150 million and will receive additional payments based on our sales of Biocon’s four insulin biosimilar products
across global markets.

« On October 6, 2010, we completed our acquisition of FoldRx Pharmaceuticals, Inc. (FoldRx), a privately held drug discovery and clinical development company, whose portfolio includes
clinical and preclinical programs for investigational compounds to treat diseases caused by protein misfolding. FoldRx’s lead product candidate, tafamidis meglumine, is in registration in
both the U.S. and the EU as a first-in-class oral therapy for the treatment of transthyretin amyloid polyneuropathy (ATTR-PN), a progressively fatal genetic neurodegenerative disease, for
which liver transplant is the only treatment option currently available. The total consideration for the acquisition was approximately $400 million, which consisted of an upfront payment to
FoldRx's shareholders of about $200 million and contingent consideration with an estimated acquisition-date fair value of about $200 million. The contingent consideration consists of up to
$455 million in additional payments that are contingent upon the attainment of future regulatory and commercial milestones. For additional information see Notes to Consolidated Financial
Statements— Note 3D. Other Significant Transactions and Events: Acquisitions .

« On October 15, 2009 (the acquisition date), we acquired all of the outstanding equity of Wyeth in a cash-and-stock transaction, valued, based on the closing market price of Pfizer common
stock on the acquisition date, at $50.40 per share of Wyeth common stock, or a total of approximately $68 billion. In connection with our acquisition of Wyeth, we are required to divest
certain animal health assets. Certain of these assets were sold in 2009. In addition, in 2010, we completed the divestiture of certain animal health products and related assets in Australia,
China, the EU, Switzerland and Mexico. It is possible that additional divestitures of animal health assets may be required based on ongoing regulatory reviews in other jurisdictions
worldwide, but they are not expected to be significant to our business. For additional information related to our acquisition of Wyeth, see the “Acquisition of Wyeth” section of this Financial
Review and see Notes to Consolidated Financial Statements— Note 2. Acquisition of Wyeth.

« In April 2009, we announced that we entered into an agreement with GlaxoSmithKline plc (GSK) to create a new company focused solely on research, development and commercialization
of human immunodeficiency virus (HIV) medicines. The transaction closed on October 30, 2009, and the new company, ViiV Healthcare Limited (ViiV), began operations on November 2,
2009. We and GSK have contributed certain HIV-related product and pipeline assets to the new company. ViiV has a broad product portfolio of 11 marketed products, including innovative
leading therapies such as Combivir and Kivexa products and Selzentry/Celsentri (maraviroc), and has a pipeline of six innovative and targeted medicines, including four compounds in
Phase 2 development. ViiV has contracted R&D and manufacturing services directly from GSK and us and also has entered into a research alliance agreement with GSK and us. Under
this alliance, ViiV is investing in our and GSK'’s programs for discovery research and development into HIV medicines. ViiV has exclusive rights of first negotiation in relation to any new
HIV-related medicines developed by either GSK or us. We recorded a pre-tax gain of $482 million in connection with the formation of the new company and we currently hold a 15% equity
interest and GSK holds an 85% equity interest. The equity interests will be adjusted in the event that specified sales and regulatory milestones are achieved. Our equity interest in ViiV
could vary from 9% to 30.5%, and GSK’s equity interest could vary from 69.5% to 91%, depending upon the milestones achieved with respect to the original pipeline assets contributed by
us and by GSK to ViiV. Each company may also be entitled to preferential dividend payments to the extent that specific sales thresholds are met in respect of the marketed products and
pipeline assets originally contributed. For additional information on our investment in ViiV, see Notes to Consolidated Financial Statements— Note 3E. Other Significant Transactions and
Events: Equity-Method Investments.

« In December 2008, we entered into an agreement with Auxilium Pharmaceuticals, Inc. (Auxilium) to develop, commercialize and supply Xiapex, a novel, first-in-class biologic, for the
treatment of Dupuytren’s contracture and Peyronie’s disease. Under the collaboration agreement with Auxilium, we will receive exclusive rights to commercialize Xiapex in the EU and 19
other European and Eurasian countries. We submitted an application for Xiapex for the treatment of Dupuytren’s contracture in the EU in December 2009. Under the agreement with
Auxilium, we made an upfront payment of $75 million in 2008 and a $15 million milestone payment in 2010, which is included in Research and development expenses in 2008. We also
may make additional payments to Auxilium of up to approximately $400 million based upon regulatory and commercialization milestones, as well as additional milestone payments based
upon the successful commercialization of the product.
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« In the fourth quarter of 2008, we completed the acquisition of a number of animal health product lines from Schering-Plough Corporation (Schering-Plough) for approximately $170 million.

« In October 2008, an agreement with Medivation, Inc. (Medivation) to develop and commercialize Latrepirdine (Dimebon), Medivation’s investigational drug for treatment of Alzheimer's
disease and Huntington’s disease went into effect. Latrepirdine currently is being evaluated in a Phase 3 trial in patients with mild-to-moderate Alzheimer’s disease and in a Phase 3 trial in
patients with Huntington’s disease. Under the collaboration agreement with Medivation, we made an upfront payment of $225 million, which is included in Research and development
expenses in 2008. We also agreed to make additional payments of up to $500 million based upon development and regulatory milestones, as well as additional milestone payments based
upon the successful commercialization of the product.

« Inthe second quarter of 2008, we acquired Encysive Pharmaceuticals Inc. (Encysive), a biopharmaceutical company whose main product was Thelin, through a tender offer, for
approximately $200 million, including transaction costs (see the “Product Developments-Biopharmaceutical” section of this Financial Review and Notes to Consolidated Financial
Statements— Note 3B. Other Significant Transactions and Events: Asset Impairment Charges ). In addition, in the second quarter of 2008, we acquired Serenex, Inc. (Serenex), a privately
held biotechnology company. In connection with these acquisitions, we recorded approximately $170 million in Acquisition-related in-process research and development charges and
approximately $450 million in intangible assets in 2008.

« Inthe second quarter of 2008, we entered into an agreement with a subsidiary of Celldex for an exclusive worldwide license to CDX-110, an experimental therapeutic vaccine in Phase 2
development for the treatment of glioblastoma multiforme, and exclusive rights to the use of EGFRUVIII vaccines in other potential indications. Under the license and development
agreement, an upfront payment was made in 2008. In September 2010, we terminated this agreement.

« In the first quarter of 2008, we acquired CovX, a privately held biotherapeutics company, and we acquired all the outstanding shares of Coley Pharmaceutical Group, Inc., (Coley), a
biopharmaceutical company. In connection with these and two smaller acquisitions related to Animal Health, we recorded approximately $440 million in Acquisition-related in-process
research and development charges in 2008. In 2010 and 2009, we resolved certain contingencies and met certain milestones associated with CovX and recorded $125 million in 2010 and
$68 million in 2009 of Acquisition-related in-process research and development charges .

Our Financial Guidance for 2011

We forecast 2011 revenues of $66.0 billion to $68.0 billion, Reported diluted earnings per common share (EPS) of $1.09 to $1.24 and Adjusted diluted EPS of $2.16 to $2.26. The current
exchange rates assumed in connection with the 2011 financial guidance are the mid-January 2011 exchange rates. For an understanding of Adjusted income, see the “Adjusted Income”
section of this Financial Review.

A reconciliation of 2011 Adjusted income and Adjusted diluted EPS guidance to 2011 Reported Net income attributable to Pfizer Inc. and Reported diluted EPS attributable to Pfizer Inc.
common shareholders guidance follows:

FULL-YEAR 2011 GUIDANCE

(BILLIONS OF DOLLARS, EXCEPT PER SHARE AMOUNTS) NET INCOME @) DILUTED EPS @
Adjusted income/diluted EPS ®) guidance ~$17.1-$17.9 ~$2.16-$2.26
Purchase accounting impacts of transactions completed as of 12/31/10 4.7) (0.59)
Acquisition-related costs (1.9-2.2) (0.25-0.28)
Non-acquisition-related restructuring costs (¢) (1.4-1.6) (0.18-0.20)
Reported Net income attributable to Pfizer Inc./diluted EPS guidance ~$8.6-$9.9 ~$1.09-$1.24

@assumes the completion of the acquisition of all remaining shares of King Pharmaceuticals, Inc., but does not assume the completion of any other business-development transactions not
completed as of December 31, 2010. Also excludes the potential effects of the resolution of litigation-related matters not substantially resolved as of December 31, 2010.
For an understanding of Adjusted income, see the “Adjusted Income” section of this Financial Review.

©amounts relate to actions to be taken in connection with our planned reduction in R&D spending, including our realigned R&D footprint. In our reconciliation between Net income attributable
to Pfizer Inc. , as reported under principles generally accepted in the United States of America (U.S. GAAP), and Adjusted income, these amounts will be categorized as Certain Significant
Items.

For a description of the savings and costs associated with our integration of Wyeth and our new Research and Development productivity initiative, please see “Our Financial Targets for 2012”
below.

Our 2011 financial guidance is subject to a number of factors and uncertainties—as described in the “Forward-Looking Information and Factors That May Affect Future Results”, “Our Operating
Environment” and “Our Strategy” sections of this Financial Review and in Part |, Item 1A, “Risk Factors”, of our 2010 Annual Report on Form 10-K.

Our Financial Targets for 2012

At exchange rates in effect in mid-January 2011, we are targeting 2012 revenues of $63.0 billion to $65.5 billion, Reported diluted EPS between $1.58 and $1.73 and Adjusted diluted EPS
between $2.25 and $2.35. For an understanding of Adjusted income, see the “Adjusted Income” section of this Financial Review.
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A reconciliation of 2012 Adjusted income and Adjusted diluted EPS targets to 2012 Reported Net income attributable to Pfizer Inc. and Reported diluted EPS attributable to Pfizer Inc. common
shareholders targets follows:

FULL-YEAR 2012 TARGETS

(BILLIONS OF DOLLARS, EXCEPT PER SHARE AMOUNTS) NET INCOME @ .(b) DILUTED EPS @ . ()
Adjusted income/diluted EPS (¢) targets ~$17.2-$17.9 ~$2.25-$2.35
Purchase accounting impacts of transactions completed as of 12/31/10 (3.8) (0.50)
Acquisition-related costs (0.7-1.0) (0.09-0.12)
Non-acquisition-related restructuring costs () (0.3-0.4) (0.03-0.05)
Reported Net income attributable to Pfizer Inc./diluted EPS targets ~$12.0-$13.1 ~$1.58-$1.73

@assumes the completion of the acquisition of all remaining shares of King Pharmaceuticals, Inc., but does not assume the completion of any other business-development transactions not
completed as of December 31, 2010. Also excludes the potential effects of the resolution of litigation-related matters not substantially resolved as of December 31, 2010.
®)Given the longer-term nature of these targets, they are subject to greater variability and less certainty as a result of potential material impacts related to foreign exchange fluctuations,
macroeconomic activity including inflation, and industry-specific challenges including changes to government healthcare policy, among others.
¢)For an understanding of Adjusted income, see the “Adjusted Income” section of this Financial Review.

@amounts relate to actions to be taken in connection with our planned reduction in R&D spending, including our realigned R&D footprint. In our reconciliation between Net income attributable
to Pfizer Inc. , as reported under U.S. GAAP, and Adjusted income, these amounts will be categorized as Certain Significant Items.

We expect to generate cost reductions associated with the Wyeth acquisition, net of investments in the business, of approximately $4 billion to $5 billion, by the end of 2012, at 2008 average
foreign exchange rates, in comparison with the 2008 pro forma combined adjusted total costs of the legacy Pfizer and legacy Wyeth operations. (For an understanding of Adjusted income, see
the “Adjusted Income” section of this Financial Review.) We achieved more than $2 billion of these cost savings in 2010. For a description of the associated costs, expected to range from $2.0
billion to $4.0 billion during 2011 and 2012, see the “Costs and Expenses—Cost-Reduction and Productivity Initiatives and Related Costs” section of this Financial Review.

In addition, we expect to generate significant reductions in our annual research and development expenses by the end of 2012. Specifically, we expect adjusted R&D expenses to be
approximately $8.0 billion to $8.5 billion in 2011 and approximately $6.5 billion to $7.0 billion in 2012 (for an understanding of Adjusted income, see the “Adjusted Income” section of this
Financial Review). For a description of the associated costs, expected to range from $2.2 billion to $2.9 billion during 2011 and 2012, see the “Costs and Expenses—Cost-Reduction and
Productivity Initiatives and Related Costs” section of this Financial Review.

For further information on our research and development strategy, see also the “Our Strategy” section this Financial Review.

Our 2012 financial targets are subject to a number of factors and uncertainties—as described in the “Forward-Looking Information and Factors That May Affect Future Results”, “Our Operating
Environment” and “Our Strategy” sections of this Financial Review and in Part I, Item 1A, “Risk Factors”, of our 2010 Annual Report on Form 10-K.

Accounting Policies

We consider the following accounting policies important in understanding our operating results and financial condition. For additional accounting policies, see Notes to Consolidated Financial
Statements— Note 1. Significant Accounting Policies.

Estimates and Assumptions

In preparing the consolidated financial statements, we use certain estimates and assumptions that affect reported amounts and disclosures, including amounts recorded in connection with
acquisitions, such as our acquisition of Wyeth on October 15, 2009. These estimates and underlying assumptions can impact all elements of our financial statements. For example, in the
consolidated statements of income, estimates are used when accounting for deductions from revenues (such as rebates, chargebacks, sales returns and sales allowances), determining cost of
sales, allocating cost in the form of depreciation and amortization, and estimating restructuring charges and the impact of contingencies. On the consolidated balance sheets, estimates are
used in determining the valuation and recoverability of assets, such as accounts receivable, investments, inventories, fixed assets and intangible assets (including goodwill), and estimates are
used in determining the reported amounts of liabilities, such as taxes payable, benefit obligations, the impact of contingencies, rebates, chargebacks, sales returns and sales allowances, and
restructuring reserves, all of which also will impact the consolidated statements of income.

We regularly evaluate our estimates and assumptions, using historical experience and other factors, including the economic environment. Our estimates often are based on complex
judgments, probabilities and assumptions that we believe to be reasonable but that are inherently uncertain and, in some cases, unpredictable.

As future events and their effects cannot be determined with precision, our estimates and assumptions may prove to be incomplete or inaccurate, or unanticipated events and circumstances
may occur that might cause us to change those estimates and assumptions. Market conditions, such as illiquid credit markets, volatile equity markets, dramatic fluctuations in foreign currency
rates and economic downturns, can increase the uncertainty already inherent in our estimates and assumptions. We adjust our estimates and assumptions when facts and circumstances
indicate the need for change. Those changes will generally be reflected in our financial statements on a prospective basis unless they are required to be treated retrospectively under the
relevant accounting standard. Although we believe our estimates are reasonable and our assumptions supportable, it is possible that other professionals, applying reasonable judgment to the
same facts and circumstances, could develop and support a range of alternative
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estimated amounts. We are also subject to other risks and uncertainties that may cause actual results to differ from estimated amounts, such as changes in the healthcare environment,
competition, litigation, legislation and regulations. These and other risks and uncertainties are discussed throughout this Financial Review, particularly in the sections “Our Operating
Environment”, “Our Strategy” and “Forward-Looking Information and Factors That May Affect Future Results”, and in Part I, ltem 1A, “Risk Factors” of our 2010 Annual Report on Form 10-K.

Contingencies

We and certain of our subsidiaries are involved in various patent, product liability, consumer, commercial, securities, environmental, and tax litigations and claims; government investigations;
and other legal proceedings that arise from time to time in the ordinary course of our business. Except for income tax contingencies, we record accruals for contingencies to the extent that we
conclude their occurrence is probable and that the related liabilities are estimable, and we record anticipated recoveries under existing insurance contracts when assured of recovery. For tax
matters, we record accruals for income tax contingencies to the extent that we conclude that a tax position is not sustainable under a “more-likely-than-not” standard and we record our
estimate of the potential tax benefits in one tax jurisdiction that could result from the payment of income taxes in another tax jurisdiction when we conclude that the potential recovery is more
likely than not (see Notes to Consolidated Financial Statements— Note 7D. Taxes on Income: Tax Contingencies ). We also evaluate tax matters that are sustainable under the “more-likely-
than-not” standard in determining our accruals for income tax contingencies. We consider many factors in making these assessments. Because litigation and other contingencies are inherently
unpredictable and excessive verdicts do occur, these assessments can involve a series of complex judgments about future events and can rely heavily on estimates and assumptions.

Acquisitions

Our consolidated financial statements include an acquired business’s operations after the completion of the acquisition. We account for acquired businesses using the acquisition method of
accounting. The acquisition method of accounting for acquired businesses requires, among other things, that most assets acquired and liabilities assumed be recognized at their fair values as
of the acquisition date and that the fair value of acquired in-process research and development (IPR&D) be recorded on the balance sheet. Also, transaction costs are expensed as incurred.
Any excess of the purchase price over the assigned values of the net assets acquired is recorded as goodwill. For acquisitions consummated prior to January 1, 2009, amounts allocated to
acquired IPR&D were expensed at the date of acquisition. When we have acquired net assets that do not constitute a business under U.S. GAAP, no goodwill has been recognized.

Contingent consideration is included within the acquisition cost and is recognized at its fair value on acquisition date. A liability resulting from contingent consideration is remeasured to fair
value at each reporting date until the contingency is resolved. Changes in fair value are recognized in earnings.

Fair Value

We often are required to measure certain assets and liabilities at fair value, either upon initial measurement or for subsequent accounting or reporting. For example, we use fair value
extensively in the initial measurement of net assets acquired in a business combination and when accounting for and reporting on certain financial instruments. We estimate fair value using an
exit price approach, which requires, among other things, that we determine the price that would be received to sell an asset or paid to transfer a liability in an orderly market. The determination
of an exit price is considered from the perspective of market participants, considering the highest and best use of assets and, for liabilities, assuming the risk of non-performance will be the
same before and after the transfer. Many, but not all, of our financial instruments are carried at fair value. In addition, as required under accounting rules for business combinations, most of the
assets acquired and liabilities assumed from Wyeth on October 15, 2009 have been recorded at their estimated fair values as of the acquisition date (see the “Acquisition of Wyeth” section of
this Financial Review for additional information). For additional information on the valuation approaches allowed under U.S. GAAP to determine fair value, including a description of the inputs
used, see Notes to Consolidated Financial Statements— Note 1F. Significant Accounting Polices: Fair Value. Also, for information on the use of fair value for our financial instruments, see
Notes to Consolidated Financial Statements— Note 9. Financial Instruments .

Revenues

Revenue Recognition —We record revenues from product sales when the goods are shipped and title passes to the customer. At the time of sale, we also record estimates for a variety of
sales deductions, such as rebates, discounts and incentives, and product returns. When we cannot reasonably estimate the amount of future product returns, we record revenues when the risk
of product return has been substantially eliminated. We record sales of certain of our vaccines to the U.S. government as part of the Pediatric Vaccine Stockpile program. These rules require
that for fixed commitments made by the U.S. government we record revenues when risk of ownership of the completed product has been passed to the U.S. government. There are no specific
performance obligations associated with products sold under this program.

Deductions from Revenues —As is typical in the biopharmaceutical industry, our gross product sales are subject to a variety of deductions that generally are estimated and recorded in the
same period that the revenues are recognized and primarily represent rebates and discounts to government agencies, wholesalers, distributors and managed care organizations with respect to
our biopharmaceutical products. These deductions represent estimates of the related obligation and, as such, judgment and knowledge of market conditions and practice are required when
estimating the impact of these sales deductions on gross sales for a reporting period.

Specifically,

« Inthe U.S., we record provisions for pharmaceutical Medicaid, Medicare and contract rebates based upon our experience ratio of rebates paid and actual prescriptions written during prior
quarters. We apply the experience ratio to the respective period’s sales to determine the rebate accrual and related expense. This experience ratio is evaluated regularly to ensure that the
historical trends are as current as practicable. As appropriate, we will adjust the ratio to better match our current experience or our expected future experience. In assessing this ratio, we
consider current contract terms, such as changes in formulary status and discount rates. If our ratio is not indicative of future experience, our results could be materially affected.
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« Outside the U.S., the majority of our pharmaceutical rebates, discounts and price reductions are contractual or legislatively mandated, and our estimates are based on actual invoiced sales
within each period; both of these elements help to reduce the risk of variations in the estimation process. Some European countries base their rebates on the government’s unbudgeted
pharmaceutical spending, and we use an estimated allocation factor (based on historical payments) and total revenues by country against our actual invoiced sales to project the expected
level of reimbursement. We obtain third-party information that helps us monitor the adequacy of these accruals. If our estimates are not indicative of actual unbudgeted spending, our
results could be materially affected.

« Provisions for pharmaceutical chargebacks (primarily reimbursements to wholesalers for honoring contracted prices to third parties) closely approximate actual as we settle these
deductions generally within two to five weeks of incurring the liability.

« Provisions for pharmaceutical returns are based on a calculation in each market that incorporates the following, as appropriate: local returns policies and practices; returns as a percentage
of sales; an understanding of the reasons for past returns; estimated shelf life by product; and an estimate of the amount of time between shipment and return or lag time; and any other
factors that could impact the estimate of future returns, such as loss of exclusivity, product recalls or a changing competitive environment. In most markets, returned products are
destroyed, and customers are refunded the sales price in the form of a credit.

+« We record sales incentives as a reduction of revenues at the time the related revenues are recorded or when the incentive is offered, whichever is later. We estimate the cost of our sales
incentives based on our historical experience with similar incentives programs.

Historically, our adjustments to actual have not been material; on a quarterly basis, they generally have been less than 1.0% of Biopharmaceutical net sales and can result in a net increase to
income or a net decrease to income. The sensitivity of our estimates can vary by program, type of customer and geographic location. However, estimates associated with U.S. Medicaid and
contract rebates are most at-risk for material adjustment because of the extensive time delay between the recording of the accrual and its ultimate settlement, an interval that can range up to
one year. Because of this time lag, in any given quarter, our adjustments to actual can incorporate revisions of several prior quarters.

Collaborative Arrangements —Payments to and from our collaboration partners are presented in the statements of income based on the nature of the arrangement (including its contractual
terms), the nature of the payments and applicable accounting guidance. Under co-promotion agreements, we record the amounts received from our partners as alliance revenues, a
component of Revenues, when our co-promotion partners are the principal in the transaction and we receive a share of their net sales or profits. Alliance revenues are recorded when our co-
promotion partners ship the product and title passes to their customers and the related expenses for selling and marketing these products are included in Selling, informational and
administrative expenses. In collaborative arrangements where we manufacture a product for our partner, we record revenues when our partner sells the product and title passes to its
customer. All royalty payments to collaboration partners are recorded as part of Cost of sales .

Pension and Postretirement Benefit Plans

We provide defined benefit pension plans for the majority of our employees worldwide. In the U.S., we have both qualified and supplemental (non-qualified) defined benefit plans, as well as
other postretirement benefit plans, consisting primarily of healthcare and life insurance for retirees (see Notes to Consolidated Financial Statements— Note 13. Pension and Postretirement
Benefit Plans and Defined Contribution Plans ).

The accounting for benefit plans is highly dependent on actuarial estimates, assumptions and calculations, which result from a complex series of judgments about future events and
uncertainties (see the “Accounting Policies—Estimates and Assumptions” section of this Financial Review). The assumptions and actuarial estimates required to estimate the employee benefit
obligations for the defined benefit and postretirement plans may include the discount rate; expected salary increases; certain employee-related factors, such as turnover, retirement age and
mortality (life expectancy); expected return on assets; and healthcare cost trend rates. Our assumptions reflect our historical experiences and our best judgment regarding future expectations
that have been deemed reasonable by management. The judgments made in determining the costs of our benefit plans can materially impact our results of operations.

The following table shows the expected versus actual rate of return on plan assets and the discount rate used to determine the benefit obligations for the U.S. qualified pension plans:

2010 2009 2008
Expected annual rate of return 8.5% 8.5% 8.5%
Actual annual rate of return 10.8 14.2 (20.7)
Discount rate 5.9 6.3 6.4

As a result of the global financial market downturn during 2008, the fair value of the assets held in our pension plans decreased by approximately 21% in 2008 and we estimate those losses
will be amortized over a 10-year period. We maintained our expected long-term return on plan assets of 8.5% in 2010 for our U.S. pension plans, which impacts net periodic benefit cost. In
early 2009, in order to reduce the volatility of our plan funded status and the probability of future contribution requirements, we shifted from an explicit target asset allocation to asset allocation
ranges. However, we did not significantly change the asset allocation during 2009 and the allocation was largely consistent with that of 2008. No further changes to the strategic asset
allocation were made in 2010 and, therefore, we maintained the 8.5% expected long-term rate of return on assets in 2010.

The assumption for the expected return on assets for our U.S. and international plans reflects our actual historical return experience and our long-term assessment of forward-looking return

expectations by asset classes, which is used to develop a weighted-average expected return based on the implementation of our targeted asset allocation in our respective plans. The
expected return for our U.S. plans and the majority of our international plans is applied to the fair market value of plan assets at each year end.
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Holding all other assumptions constant, the effect of a 0.5 percentage-point decline in the return-on-assets assumption would increase our 2011 U.S. qualified pension plans’ pre-tax expense
by approximately $49 million.

The discount rate used in calculating our U.S. defined benefit plan obligations as of December 31, 2010, is 5.9%, which represents a 0.4 percentage-point decrease from our December 31,
20009, rate of 6.3%. The discount rate for our U.S. defined benefit plans is based on a bond model constructed from a portfolio of high-quality corporate bonds rated AA or better for which the
timing and amount of cash flows approximate the estimated payouts of the plans. For our international plans, the discount rates are set by benchmarking against investment grade corporate
bonds rated AA or better, including where there is sufficient data, a yield curve approach. Holding all other assumptions constant, the effect of a 0.1 percentage-point decrease in the discount
rate assumption would increase our 2011 U.S. qualified pension plans’ pre-tax expense by approximately $27 million and increase the U.S. qualified pension plans’ projected benefit
obligations as of December 31, 2010, by approximately $221 million.

Asset Impairment Reviews—Long-Lived Assets

We review all of our long-lived assets, including goodwill and other intangible assets, for impairment indicators throughout the year and we perform detailed impairment testing for goodwill and
indefinite-lived assets annually and for all other long-lived assets whenever impairment indicators are present. When necessary, we record charges for impairments of long-lived assets for the
amount by which the fair value is less than the carrying value of these assets.

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

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

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

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

When determining fair value, any single estimate of fair value results from a complex series of judgments about future events and uncertainties and relies heavily on estimates and
assumptions (see the “Accounting Policies—Estimates and Assumptions” section of this Financial Review). Although we believe that our judgments and assumptions are reasonable, the
judgments made in determining an estimate of fair value can materially impact our results of operations.

Our impairment review process is described in the Notes to Consolidated Financial Statements— Note 1L. Significant Accounting Policies: Amortization of Intangible Assets, Depreciation and
Certain Long-Lived Assets and, for deferred tax assets, in Note 1P. Significant Accounting Policies: Deferred Tax Assets and Income Tax Contingencies.

Intangible Assets Other than Goodwill
As a result of our intangible asset impairment review work, described in detail below, we recognized a number of impairments of intangible assets other than goodwiill.

During 2010, we recorded the following intangible asset impairment charges in Other deductions—net:

« $1.8 billion related to intangible assets acquired from Wyeth primarily as a result of our updated estimate of the fair value of these assets as compared with their assigned fair values as of
the Wyeth acquisition date, October 15, 2009. Our updated forecasts reflected, among other things, the following: for IPR&D assets, the impact of changes to the development programs,
the projected development and regulatory timeframes and the risk associated with these assets; for Brand assets, the current competitive environment and planned investment support;
and, for Developed Technology Rights, an increased competitive environment.

* Approximately $300 million related to our product Thelin as a result of our decisions to voluntarily withdraw Thelin in regions where it is approved and to discontinue clinical studies
worldwide.

Of these amounts, about $1.4 billion related to our Biopharmaceutical segment and about $700 million related to our Diversified segment.

During 2009, we recorded $417 million in asset impairment charges primarily associated with certain materials used in our research and development activities in our Biopharmaceutical
segment that were no longer considered recoverable.

Accounting Policy and Specific Procedures

« For finite-lived intangible assets, such as Developed Technology Rights, whenever impairment indicators are present, we perform a review for impairment. We calculate the undiscounted
value of the projected cash flows associated with the asset, or asset group, and compare this estimated amount to the carrying amount. If the carrying amount is found to be greater, we
record an impairment loss for the excess of book value over fair value. In addition, in all cases of an impairment review, we re-evaluate the remaining useful lives of the assets and modify
them, as appropriate.
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« For indefinite-lived intangible assets, such as Brands and IPR&D assets, each year and whenever impairment indicators are present, we determine the fair value of the asset and record an
impairment loss for the excess of book value over fair value, if any. In addition, in all cases of an impairment review other than for IPR&D assets, we re-evaluate whether continuing to
characterize the asset as indefinite-lived is appropriate.

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

Future Impairment Risks

While all intangible assets other than goodwill can confront events and circumstances that can lead to impairment, in general, intangible assets other than goodwill that are most at risk of
impairment include in-process research and development assets ($3.4 billion as of December 31, 2010) and newly acquired or recently impaired indefinite-lived assets ($7.4 billion as of
December 31, 2010). In-process research and development assets are high-risk assets, as research and development is an inherently risky activity. Newly acquired and recently impaired
indefinite-lived assets are more vulnerable to impairment as the assets are recorded at fair value and are then subsequently measured at the lower of fair value or carrying value at the end of
each reporting period. As such, immediately after acquisition or impairment, even small declines in the outlook for these products can negatively impact our ability to recover the carrying value
and can result in an impairment loss.

One of our indefinite-lived Biopharmaceutical assets, Xanax, has a fair value that is only marginally higher than its $1.4 billion carrying value and is therefore at risk for future impairment. Any
negative change in the undiscounted cash flows, discount rate and/or tax rate could result in an impairment charge. Xanax, which was launched in the mid 1980’s and acquired in 2003, must
continue to remain competitive against its generic challengers or the associated asset may become impaired. We will continue to closely monitor this asset.

Goodwill
As a result of our goodwill impairment review work, described in detail below, none of our goodwill is impaired as of December 31, 2010, and we do not believe the risk of impairment is
significant at this time.

Accounting Policy and Specific Procedures

Annually and whenever impairment indicators are present, we calculate the fair value of each reporting unit and compare the fair value to its book value. If the carrying amount is found to be
greater, we then determine the implied fair value of goodwill by subtracting the fair value of all the identifiable net assets other than goodwill from the fair value of the reporting unit and record
an impairment loss for the excess, if any, of book value of goodwill over the implied fair value.

In determining the fair value of a reporting unit, as appropriate for the individual reporting unit, we may use the market approach, the income approach or a weighted-average combination of
both approaches.

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

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

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

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

« The income approach is a forward-looking approach to estimating fair value and relies primarily on internal forecasts. Within the income approach, the method that we use is the discounted
cash flow method. We start with a forecast of all the expected net cash flows associated with the reporting unit, which includes the application of a terminal value, and then we apply a
reporting unit-specific discount rate to arrive at a net present value amount. Some of the more significant estimates and assumptions inherent in this approach include: the amount and
timing of the projected net cash flows, which includes the expected impact of technological risk and competitive, legal and/or regulatory forces on the projections as well as the selection of
a long-term growth rate; the discount rate, which seeks to reflect the various risks inherent in the projected cash flows; and the tax rate, which seeks to incorporate the geographic diversity
of the projected cash flows.
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Specifically, our 2010 goodwill impairment assessment involved the following:

« To estimate the fair value of our Biopharmaceutical reporting unit, we used a combination of approaches and methods. We used the income approach and the market approach, which
were weighted 75% and 25% respectively, in our analysis. We relied more on the income approach due to the size of our Biopharmaceutical reporting unit within the pharmaceutical
market. For the income approach, we used the discounted cash flow method and for the market approach, we used the guideline public company method.

« To estimate the fair value of our Consumer Healthcare reporting unit, we used a combination of approaches and methods. We used the income approach and the market approach, which
were weighted equally in our analysis. We weighted them equally as we have equal confidence in the appropriateness of the approaches for our Consumer Healthcare reporting unit. For
the income approach, we used the discounted cash flow method and for the market approach, we used both the guideline public company method and the guideline transaction method,
which were weighted equally to arrive at our market approach value.

« To estimate the fair value of our Nutrition, Animal Health and Capsugel reporting units, we used the income approach, relying exclusively on the discounted cash flow method.

« As a test of the reasonableness of our valuation results, we also performed sensitivity analyses and reconciled the aggregate fair value of our reporting units to an estimate of the market
value of our company.

Future Impairment Risks

While all reporting units can confront events and circumstances that can lead to impairment, in general, reporting units that are most at risk of goodwill impairment are reporting units that are
newly acquired, such as our Consumer Healthcare and Nutrition reporting units, which were acquired as part of our acquisition of Wyeth in 2009. Because we did not have a Consumer
Healthcare or Nutrition reporting unit immediately prior to the acquisition, the assets and liabilities of both reporting units, in their entirety, were recorded at their fair value as of the acquisition
date. As such, immediately after the acquisition date, even small declines in the outlook for these reporting units can negatively impact our ability to recover the associated goodwill. Also, the
asset impairments in these reporting units were carefully considered during our goodwill impairment review process, as part of understanding the future expectations for these reporting units.
At the end of 2010,

« For our Consumer Healthcare reporting unit, we estimate that it would take a significant negative change in the undiscounted cash flows, the discount rate and/or the market multiples in
the consumer industry for the Consumer Healthcare reporting unit goodwill to be impaired. Our Consumer Healthcare reporting unit performance and consumer healthcare industry market
multiples are highly correlated with the overall economy and our specific performance is also dependent on our and our competitors’ innovation and marketing effectiveness, and on
regulatory developments affecting claims, formulations and ingredients of our products.

« For our Nutrition reporting unit, we estimate that it would take a significant negative change in the undiscounted cash flows and/or the discount rate for the Nutrition reporting unit goodwill
to be impaired. Our Nutrition reporting unit performance is dependent on our ability to organically expand our share within a steady growing market.

For all of our reporting units, there are a number of future events and factors that may impact future results and that could potentially have an impact on the outcome of subsequent goodwill
impairment testing. For a list of these factors, see the “Forward-Looking Information and Factors That May Affect Future Results” section of this Financial Review.

Acquisition of Wyeth

Description of Transaction

On October 15, 2009 (the acquisition date), we acquired all of the outstanding equity of Wyeth in a cash-and-stock transaction, valued at the acquisition date at approximately $68 billion. In
2009, we recorded provisional amounts for the assets acquired and liabilities assumed, which were adjusted in the first year after the acquisition date (measurement period adjustments). See
Notes to Consolidated Financial Statements— Note 2. Acquisition of Wyeth .

Wyeth's core business was the discovery, development, manufacture and sale of prescription pharmaceutical products, including vaccines, for humans. Other operations of Wyeth included the
discovery, development, manufacture and sale of consumer healthcare products (over-the-counter products), nutritionals and animal health products. Our acquisition of Wyeth has made us a
more diversified healthcare company, with product offerings in human, animal, and consumer health, including vaccines, biologics, small molecules and nutrition across developed and
emerging markets. The acquisition of Wyeth also added to our pipeline of biopharmaceutical development projects endeavoring to develop medicines to help patients in critical areas, including
oncology, pain, inflammation, Alzheimer’s disease, psychoses and diabetes.

Recording of Assets Acquired and Liabilities Assume d
The transaction has been accounted for using the acquisition method of accounting which requires, among other things, that most assets acquired and liabilities assumed be recognized at
their fair values as of the acquisition date and that the fair value of acquired IPR&D be recorded on the balance sheet.

While most assets and liabilities were measured at fair value, a single estimate of fair value results from a complex series of judgments about future events and uncertainties and relies heavily

on estimates and assumptions. Our judgments used to determine the estimated fair value assigned to each class of assets acquired and liabilities assumed, as well as asset lives, can
materially impact our results of operations.
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The table below summarizes the amounts recognized for assets acquired and liabilities assumed as of the acquisition date, as well as adjustments made in the first year after the acquisition
date to the amounts initially recorded in 2009 (measurement period adjustments). The measurement period adjustments primarily affected intangible assets, including IPR&D assets,
inventories and the net tax accounts. The adjustments for identifiable intangible assets consist of adjustments recorded to reflect changes in the estimated fair values of certain intangibles
(IPR&D, Brands and Developed Technology Rights), and the related impacts on the associated inventories and deferred tax accounts. These adjustments were made largely to better reflect
market participant assumptions about facts and circumstances existing as of the acquisition date, such as the following: for IPR&D assets, long-term expectations as to patient population,
general market potential, and the risk associated with these assets; for Brand assets, consensus views of the competitive environment, as well as market potential; and, for Developed
Technology Rights, expected revenues after loss of exclusivity. The measurement period adjustments did not result from intervening events subsequent to the acquisition date.

The measurement period adjustments did not have a significant impact on our earnings, balance sheets or cash flows in any period and, therefore, we have not retrospectively adjusted our
financial statements. In addition, neither the measurement period adjustments nor the underlying scientific and market data leading to the changes impacted our financial guidance for 2011 or
our financial targets for 2012 (see the “Our Financial Guidance for 2011” and “Our Financial Targets for 2012” sections of this Financial Review).

The following table summarizes the recording of the assets acquired and liabilities assumed as of the acquisition date:

AMOUNTS AMOUNTS
PREVIOUSLY RECOGNIZED AS OF
RECOGNIZED AS OF MEASUREMENT

ACQUISITION DATE PERIOD ACQUISITION DATE

(MILLIONS OF DOLLARS) (PROVISIONAL) @) ADJUSTMENTS (FINAL)
Working capital, excluding inventories ®) $ 16,342 $ 24 $ 16,366
Inventories 8,388 (417) 7,971
Property, plant and equipment 10,054 (216) 9,838
Identifiable intangible assets, excluding in-process research and development 37,595 (1,533) 36,062
In-process research and development 14,918 (1,096) 13,822
Other noncurrent assets 2,394 — 2,394
Long-term debt (11,187) — (11,187)
Benefit obligations (3,211) 36 (3,175)
Net tax accounts (¢) (24,773) 1,035 (23,738)
Other noncurrent liabilities (1,908) — (1,908)
Total identifiable net assets 48,612 (2,167) 46,445
Goodwill () 19,954 2,163 22,117
Net assets acquired 68,566 4) 68,562
Less: Amounts attributable to noncontrolling interests (330) 4 (326)
Total consideration transferred $ 68,236 $ — $ 68,236

@as previously reported in Pfizer's 2009 Annual Report on Form 10-K.

®ncludes cash and cash equivalents, short-term investments, accounts receivable, other current assets, assets held for sale, accounts payable and other current liabilities.
®)As of the acquisition date, included in Taxes and other current assets ($1.2 billion), Taxes and other noncurrent assets ($2.8 billion), Income taxes payable ($500 million), O ther current

liabilities ($11.1 billion), Noncurrent deferred tax liabilities ($14.0 billion) and Other taxes payable ($2.1 billion, including accrued interest of $300 million).
Goodwill recognized as of the acquisition date totaled $19,340 million for our Biopharmaceutical segment and $2,777 million for our Diversified segment.

Below is a summary of the methodologies and significant assumptions used in estimating the fair value of certain classes of assets and liabilities of Wyeth, as well as other information about

recorded amounts.

of our financial instruments, see Notes to Consolidated Financial Statements—— Note 9. Financial Instruments .

« Inventories —The fair value of acquired inventory was determined as follows:

Financial instruments —Our valuation approach was consistent with our valuation methodologies used for our legacy Pfizer financial instruments. For additional information on the valuation

©  Finished goods —Estimated selling price, less an estimate of costs to be incurred to sell the inventory, and an estimate of a reasonable profit allowance for that selling effort.

© workin process —Estimated selling price of an equivalent finished good, less an estimate of costs to be incurred to complete the work-in-process inventory, an estimate of costs to be
incurred to sell the inventory and an estimate of a reasonable profit allowance for those manufacturing and selling efforts.

o

Raw materials and supplies —Estimated cost to replace the raw materials and supplies.
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The amounts recorded for the major components of acquired inventories are as follows:

AMOUNTS

RECOGNIZED AS OF

(MILLIONS OF DOLLARS) ACQUISITION DATE
Finished goods $ 2,596
Work in process (@) 4,969
Raw materials 406
Total Inventories $ 7,971

@ As of the acquisition date, includes pre-launch inventory associated with Prevnar/Prevenar 13 Infant, which did not launch until 2010. Prevnar/ Prevenar 13 Infant was approved by the
EU member states in December 2009 and in the U.S. in February 2010.

The fair value of inventory is recognized in our results of operations as the inventory is sold. Some of the more significant estimates and assumptions inherent in the estimate of the fair value
of inventory include stage of completion, costs to complete, costs to dispose and selling price. All of these judgments and estimates can materially impact our results of operations.

Property, Plant and Equipment —The fair value of acquired property, plant and equipment is determined using a variety of valuation approaches, depending on the nature of the asset and
the quality of available information. If multiple approaches are used for a single asset or a group of assets, those approaches are compared and reconciled to arrive at a single estimate of
fair value. The fair value of acquired property, plant and equipment was primarily determined as follows:

© Land —Market, a sales comparison approach that measures value of an asset through an analysis of sales and offerings of comparable property.

o Buildings —Replacement cost, an approach that measures the value of an asset by estimating the cost to acquire or construct comparable assets. For buildings that are not highly
specialized or that could be income producing if leased to a third party, we also considered market and income factors.

© Machinery and Equipment —Replacement cost.

O Furniture and Fixtures —Replacement cost.

O construction in Progress —Replacement cost, generally assumed to equal historical book value.

The amounts recorded for the major components of acquired property, plant and equipment are as follows:

AMOUNTS

USEFUL LIFE RECOGNIZED AS OF

(MILLIONS OF DOLLARS) (YEARS) ACQUISITION DATE
Land —_ $ 303
Buildings 33 1/3-50 5,135
Machinery and equipment 8-20 3,068
Furniture and fixtures 312 1/2 443
Construction in progress — 889
Total Property, plant and equipment $ 9,838

The fair value of property, plant and equipment will be recognized in our results of operations over the expected useful life of the individual depreciable assets.

Some of the more significant inputs, estimates and assumptions inherent in the estimate of the fair value of property, plant and equipment include the nature, age, condition or location of the
land, buildings, machinery and equipment, furniture and fixtures, and construction in progress, as applicable, as well as the estimate of market and replacement cost and the determination of
the appropriate valuation premise, in-use or in-exchange. The in-use valuation premise assesses the value of an asset when used in combination with other assets (for example, on an
installed basis), while the in-exchange valuation assesses the value of an asset on a stand alone basis. All of these judgments and estimates can materially impact our results of operations.

Identifiable Intangible Assets —The fair value of acquired identifiable intangible assets generally is determined using an income approach. This method starts with a forecast of all of the
expected future net cash flows associated with the asset and then involves adjusting the forecast to present value by applying an appropriate discount rate that reflects the risk factors
associated with the cash flow streams.
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The amounts recorded for the major components of acquired identifiable intangible assets are as follows:

AMOUNTS
RECOGNIZED WEIGHTED-
AS OF AVERAGE
ACQUISITION USEFUL
LIVES
(MILLIONS OF DOLLARS) DATE (YEARS)
Developed technology rights—finite-lived $ 27,065 12
Brands—finite-lived 615 14
Brands—indefinite-lived 7,993 —
In-process research and development—indefinite-lived (@) 13,822 —
Other—finite-lived 389 4
Total $ 49,884

@includes $9.9 billion associated with Prevnar/Prevenar 13 Infant. Prevenar 13 Infant was approved by the EU member states in December 2009 and as a result, was reclassified to
Developed technology rights—finite-lived. Prevnar 13 Infant was approved in the U.S. in February 2010.

@)

Developed Technology Rights —Developed technology rights include the right to develop, use, market, sell and/or offer for sale a product, compound or other intellectual property that we
have acquired with respect to products, compounds and/or processes that have been completed. Developed Technology Rights acquired include Enbrel, and to a lesser extent, Premarin
and Effexor, among others. As of the acquisition date, Prevnar/Prevenar 13 Infant was classified in IPR&D, but received regulatory approval in a major market in December 2009. As a
result, we reclassified the asset from IPR&D to Developed Technology Rights—finite-lived and began to amortize the asset.

Brands —Brands generally represent the value associated with tradenames and know-how, as the products themselves usually no longer receive patent protection. Brands acquired
include Advil, Centrum, Robitussin, Caltrate, ChapStick, Preparation H, 1st Age Nutrition, 2nd Age Nutrition and 3rd Age Nutrition, among others.

In-Process Research and Development— IPR&D intangible assets represent the right to develop, use, sell and/or offer for sale a compound or other intellectual property that we have
acquired with respect to compounds and/or processes that have not been completed or approved. These assets are required to be classified as indefinite-lived assets until the successful
completion or abandonment of the associated research and development efforts. Accordingly, during the development period after the date of acquisition, these assets will not be
amortized until approval is obtained in a major market, typically either the U.S. or the EU, or in a series of other countries, subject to certain specified conditions and management
judgment. At that time, we will determine the useful life of the asset, reclassify the asset out of IPR&D and begin amortization. The useful life of an amortizing asset generally is
determined by identifying the period in which substantially all of the cash flows are expected to be generated.

If the associated research and development effort is abandoned, the related IPR&D assets likely will be written off, and we will record an impairment loss in our consolidated statements
of income.

As of the acquisition date, IPR&D included Prevnar/Prevenar 13 Infant (see below), and to a lesser extent, Prevnar/Prevenar 13 Adult, and Neratinib (treatment of cancer), among others
(see the “Analysis of Consolidated Statements of Income: Product Developments—Biopharmaceutical: New Drug Candidates in Late-Stage Development” section of this Financial
Review). In December 2009, Prevnar/Prevenar 13 Infant received regulatory approval in a major market and, as a result, we reclassified the asset from IPR&D to Developed Technology
Rights and began to amortize the asset.

The fair value of finite-lived identifiable intangible assets will be recognized in our results of operations over the expected useful life of the individual assets.

Some of the more significant estimates and assumptions inherent in the estimate of the fair value of identifiable intangible assets include all assumptions associated with forecasting product
profitability from the perspective of a market participant.

Specifically:

@)

Revenue—We use historical, forecast, industry or other sources of market data, including estimates of the number of units to be sold, selling prices, market penetration, market share and
year-over-year growth rates over the product’s life cycle.

Cost of sales, Sales and marketing expenses, General and administrative expenses—We use historical, forecast, industry or other sources of market data.

R&D expenses—In the case of approved products, we estimate the appropriate level of ongoing R&D support, and for unapproved compounds, we estimate the amount and timing of
costs to develop the R&D into viable products.

Estimated life of the asset—We assess the asset’s life cycle and the competitive trends impacting the asset, including consideration of any technical, legal, regulatory or economic
barriers to entry, as well as expected changes in standards of practice for indications addressed by the asset.

Inherent risk—We use a discount rate that is based on the weighted-average cost of capital with an additional premium to reflect the risks associated with the specific intangible asset,

such as country risks (political, inflation, currency and property risks) and commercial risks. In addition, for unapproved assets, an additional risk factor is added for the risk of technical
and regulatory success, called the probability of technical and regulatory success (PTRS).
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The discount rates used in the intangible asset valuations ranged from 9% to 17%, and the estimated cash flows were projected over periods extending up to 20 years or more. For
IPR&D assets, the PTRS rates ranged from 4% to 90%. Within this broad range, we recorded approximately $600 million of assets with a PTRS of up to 25%; approximately $500 million
of assets with a PTRS of 26% to 50%; approximately $500 million of assets with a PTRS of 51% to 75%; and approximately $12.2 billion of assets with a PTRS above 75% (which
includes Prevnar/Prevenar 13 for Infant and Adult). All of these judgments and estimates can materially impact our results of operations.

For IPR&D assets, the risk of failure has been factored into the fair value measure and there can be no certainty that these assets ultimately will yield a successful product. The nature of the
biopharmaceutical business is high-risk and requires that we invest in a large number of projects as a mechanism for achieving a successful portfolio of approved products. As such, it is likely
that many of the IPR&D assets will become impaired and be written off at some time in the future (also see the “Accounting Policies—Asset Impairment Reviews—Long-Lived Assets” section
of this Financial Review and Notes to Consolidated Financial Statements— Note 3B. Other Significant Transactions and Events: Asset Impairment Charges ).

Other Matters, including Contingencies —In the ordinary course of business, Wyeth incurred liabilities for environmental, legal and tax matters as well as guarantees/indemnifications.
These matters may have included contingencies. Generally, contingencies are required to be measured at fair value, if the acquisition-date fair value of the asset or liability arising from a
contingency can be determined. If the acquisition-date fair value of the asset or liability cannot be determined, the asset or liability would be recognized at the acquisition date if both of the
following criteria were met: (i) it is probable that an asset existed or that a liability had been incurred at the acquisition date and (ii) the amount of the asset or liability can be reasonably

estimated.

©  Environmental Matters —In the ordinary course of business, Wyeth incurred liabilities for environmental matters such as remediation work, asset retirement obligations, and

environmental guarantees and indemnifications. Virtually all liabilities for environmental matters, including contingencies, were measured at fair value and approximated $570 million as of
the acquisition date.

Legal Matters —Wyeth was involved in various legal proceedings, including product liability, patent, commercial, environmental, antitrust matters and government investigations of a
nature considered normal to its business, (see Notes to Consolidated Financial Statements— Note 19. Legal Proceedings and Contingencies ). Due to the uncertainty of the variables
and assumptions involved in assessing the possible outcomes of events related to these items, an estimate of fair value was not determinable. As such, these contingencies were
measured under the same “probable and estimable” standard previously used by Wyeth. Liabilities for legal contingencies approximated $1.3 billion as of the acquisition date, which
included the recording of additional adjustments of approximately $260 million for legal matters that we intended to resolve in a manner different from what Wyeth had planned or

intended.

Tax Matters —In the ordinary course of business, Wyeth incurred liabilities for income taxes . Income taxes are exceptions to both the recognition and fair value measurement principles
associated with the accounting for business combinations. Liabilities for income tax continue to be measured under the benefit recognition model as previously used by Wyeth (see Notes
to Consolidated Financial Statements— Note 1P. Significant Accounting Policies: Deferred Tax Assets and Income Tax Contingencies ). Net liabilities for income taxes approximated
$23.7 billion as of the acquisition date, which included $1.8 billion for uncertain tax positions (not including $300 million of accrued interest). The net tax liability included the recording of
additional adjustments of approximately $14.4 billion for the tax impact of fair value adjustments and $10.5 billion for income tax matters that we intended to resolve in a manner different
from what Wyeth had planned or intended. For example, because we planned to repatriate certain overseas funds, we provided deferred taxes on Wyeth'’s unremitted earnings, as well
as on certain book/tax basis differentials related to investments in certain foreign subsidiaries for which no taxes had been previously provided by Wyeth as it was Wyeth's intention to

permanently reinvest those earnings and investments.
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Analysis of the Consolidated Statements of Income

YEAR ENDED DECEMBER 31, % CHANGE

(MILLIONS OF DOLLARS) 2010 2009 2008 10/09 09/08

Revenues $67,809 $50,009 $48,296 36 4

Cost of sales 16,279 8,888 8,112 83 10
% of revenues 24.0% 17.8% 16.8%

Selling, informational and administrative expenses 19,614 14,875 14,537 32 2
% of revenues 29.0% 29.7% 30.1%

R&D expenses 9,413 7,845 7,945 20 1)
% of revenues 13.9% 15.7% 16.5%

Amortization of intangible assets 5,404 2,877 2,668 88 8
% of revenues 8.0% 5.8% 5.5%

Acquisition-related IPR&D charges 125 68 633 84 (89)
% of revenues 0.2% 0.1% 1.3%

Restructuring charges and certain acquisition-related costs 3,214 4,337 2,675 (26) 62
% of revenues 4.7% 8.7% 5.5%

Other deductions—net 4,338 292 2,032 & (86)

Income from continuing operations before provision for taxes on income 9,422 10,827 9,694 (13) 12
% of revenues 13.9% 21.7% 20.1%

Provision for taxes on income 1,124 2,197 1,645 (49) 34

Effective tax rate 11.9% 20.3% 17.0%

Discontinued operations—net of tax 9) 14 78 (164) (81)

Less: Net income attributable to noncontrolling interests 32 9 23 256 (59)

Net income attributable to Pfizer Inc. $ 8,257 $ 8,635 $ 8,104 ) 7
% of revenues 12.2% 17.3% 16.8%

Percentages may reflect rounding adjustments.
* Calculation not meaningful.

Revenues

Total revenues of $67.8 billion in 2010 increased by approximately $17.8 billion compared to 2009, primarily due to:
« the inclusion of revenues from legacy Wyeth products of $18.1 billion; and

« the favorable impact of foreign exchange, which increased revenues by approximately $1.1 billion,

partially offset by:

» the net revenue decrease from legacy Pfizer products of $1.4 billion resulting primarily from continuing generic competition and the loss of exclusivity on certain products.
Total revenues of $50.0 billion in 2009 increased by approximately $1.7 billion compared to 2008, primarily due to:
« the inclusion of revenues from legacy Wyeth products of $3.3 billion; and

« net revenue growth of legacy Pfizer products of $247 million,

partially offset by:

« the unfavorable impact of foreign exchange, which decreased revenues by approximately $1.8 billion in 2009.

In 2010, Lipitor, Enbrel, Lyrica, Prevnar/Prevenar 13 and Celebrex each delivered at least $2 billion in revenues, while Viagra, Xalatan/Xalacom, Effexor (which lost exclusivity in the U.S. in
July 2010), Norvasc, Prevnar/Prevenar (7-valent), Zyvox, Sutent, the Premarin family, Geodon/Zeldox and Detrol/Detrol LA each surpassed $1 billion in revenues.

In 2009, Lipitor, Lyrica and Celebrex each delivered at least $2 billion in revenues, while Norvasc, Viagra, Xalatan/Xalacom, Detrol/Detrol LA, Zyvox and Geodon/Zeldox each surpassed $1
billion in revenues. In 2009, we did not record more than $1 billion in revenues for any individual legacy Wyeth product since the Wyeth acquisition date of October 15, 2009.

In 2008, Lipitor, Norvasc (which lost U.S. exclusivity in March 2007), Lyrica and Celebrex each delivered at least $2 billion in revenues, while Geodon/Zeldox, Zyvox, Viagra, Detrol/Detrol LA
and Xalatan/Xalacom each surpassed $1 billion in revenues.

Revenues exceeded $500 million in each of 18 countries outside the U.S. in 2010, in each of 13 countries outside the U.S. in 2009 and in each of 14 countries outside the U.S. in 2008. The
increase in the number of countries outside the U.S. in which revenues exceeded $500 million in 2010 was due to the inclusion of revenues from legacy Wyeth products for the full year in
2010. The decrease in the number of countries outside the U.S. in which revenues exceeded $500 million in 2009 was due to the unfavorable impact of foreign exchange. The U.S. was the
only country to contribute more than 10% of total revenues in each year.
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Our policy relating to the supply of pharmaceutical inventory at domestic wholesalers, and in major international markets, is to generally maintain stocking levels under one month on average
and to keep monthly levels consistent from year to year based on patterns of utilization. We historically have been able to closely monitor these customer stocking levels by purchasing
information from our customers directly or by obtaining other third-party information. We believe our data sources to be directionally reliable but cannot verify their accuracy. Further, as we do
not control this third-party data, we cannot be assured of continuing access. Unusual buying patterns and utilization are promptly investigated.

As is typical in the pharmaceutical industry, our gross product sales are subject to a variety of deductions, that are generally estimated and recorded in the same period that the revenues are
recognized, and primarily represent rebates and discounts to government agencies, wholesalers, distributors and managed care organizations for our pharmaceutical products. These
deductions represent estimates of the related obligations and, as such, judgment and knowledge of market conditions and practice are required when estimating the impact of these sales
deductions on gross sales for a reporting period. Historically, our adjustments to actual results have not been material to our overall business. On a quarterly basis, our adjustments to actual
results generally have been less than 1% of Biopharmaceutical net sales and can result in either a net increase or a net decrease in income. Product-specific rebate charges, however, can
have a significant impact on year-over-year individual product growth trends.

Certain deductions from revenues follow:

YEAR ENDED DECEMBER 31,

(BILLIONS OF DOLLARS) 2010 2009 2008
Medicaid and related state program rebates @ $1.3 $0.7 $0.5
Medicare rebates (@) 1.3 0.9 0.8
Performance-based contract rebates @) () 2.6 2.3 2.1
Chargebacks (©) 3.0 2.3 1.9
Total $8.2 $6.2 $5.3

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

(®)performance-based contracts are with managed care customers, including health maintenance organizations and pharmacy benefit managers, who receive rebates based on the
achievement of contracted performance terms for products.

(C)Chargebacks primarily represent reimbursements to wholesalers for honoring contracted prices to third parties.

The rebates and chargebacks for 2010 were higher than 2009, primarily as a result of:

« the inclusion of rebates and chargebacks related to legacy Wyeth products;

« the impact of increased Medicaid rebate rates due to the U.S. Healthcare Legislation, in addition to higher rates for certain products that are subject to rebates; and

* anincrease in chargebacks for our branded products as a result of increasing competitive pressures and increasing sales for certain branded products subject to chargebacks,

partially offset by, among other factors:

« changes in product mix; and

« the impact on chargebacks of decreased sales within our generics business.

Our accruals for Medicaid rebates, Medicare rebates, performance-based contract rebates and chargebacks were $3.0 billion as of December 31, 2010 and $2.1 billion as of December 31,
2009, and primarily are all included in O ther current liabilities .

Revenues by Business Segment
Effective with the acquisition of Wyeth, we operate in the following two distinct commercial organizations, which constitute our two business segments:

« Biopharmaceutical consists of the Primary Care, Specialty Care, Oncology, Established Products and Emerging Markets units and includes products that prevent and treat cardiovascular
and metabolic diseases, central nervous system disorders, arthritis and pain, infectious and respiratory diseases, urogenital conditions, cancer, eye diseases and endocrine disorders,
among others. Biopharmaceutical’s segment profit includes costs related to research and development, manufacturing, and sales and marketing activities that are associated with the
products in our Biopharmaceutical segment.

« Diversified includes Animal Health products and services that prevent and treat diseases in livestock and companion animals, including vaccines, parasiticides and anti-infectives;
Consumer Healthcare products that include over-the-counter healthcare products such as pain management therapies (analgesics and heat wraps), cough/cold/allergy remedies, dietary
supplements, hemorrhoidal care and personal care items; Nutrition products that consist mainly of infant and toddler nutritional products; and Capsugel, which represents our capsule
products and services business. Diversified’s segment profit includes costs related to research and development, manufacturing, and sales and marketing activities that are associated with
the products in our Diversified segment.
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Revenues by Segment and Geographic Area
Worldwide revenues by segment and geographic area follow:

YEAR ENDED DECEMBER 31, % CHANGE

WORLDWIDE U.S. INTERNATIONAL WORLDWIDE U.S. INTERNATIONAL
(MILLIONS OF DOLLARS) 2010 @ 2009 @) 2008 (2010 @ 2009 @) 2008 12010 @ 2009 @) 2008 10/09 09/08 | 10/09 09/08 10/09 09/08
Biopharmaceutical $58,523 $45,448 $44,174 $25,962 $20,010 $18,817 $32,561 $25,438 $25,357 29 3 30 6 28 —
Diversified 8,966 4,189 3,592 2,981 1,646 1,383 5985 2,543 2,209 114 17 81 19 135 15
Corporate/Other () 320 372 530 103 93 201 217 279 329 (14)  (30) 11 (54) (22) (15)
Total Revenues $67,809 $50,009 $48,296  $29,046 $21,749 $20,401  $38,763 $28,260 $27,895 36 4 34 7 37 1

(a)Legacy Wyeth revenues are included for a full year in 2010. 2009 includes revenues from legacy Wyeth products commencing on the Wyeth acquisition date, October 15, 2009, in
accordance with Pfizer's domestic and international year-ends.
®)ncludes Pizer CentreSource, which includes contract manufacturing and bulk pharmaceutical chemical sales.

Revenues by Segment and Unit
Worldwide revenues by segment and by unit follow:

YEAR ENDED DECEMBER 31, % CHANGE
2009
(MILLIONS OF DOLLARS) 2010 @) (a) (b) 2008 (®) 10/09 09/08
Biopharmaceutical:
Primary Care (©) $23,328 $22,576 $23,160 3 3)
Specialty Care () 15,021 7,414 6,000 103 24
Established Products (€) 10,098 7,790 7,588 30 3
Emerging Markets () 8,662 6,157 6,053 41 2
Oncology @) 1,414 1,511 1,590 (6) 5)
Returns adjustment — — (217) — *
Total Biopharmaceutical 58,523 45,448 44,174 29 3
Diversified:
Animal Health 3,575 2,764 2,825 29 )
Consumer Healthcare 2,772 494 — b *
Nutrition 1,867 191 — = *
Capsugel 752 740 767 2 4)
Total Diversified 8,966 4,189 3,592 114 17
Corporate/Other () 320 372 530 (14) (30)
Total Revenues $67,809  $50,009  $48,296 36 4

(a)Legacy Wyeth revenues are included for a full year in 2010. 2009 reflects revenues from legacy Wyeth products commencing on the Wyeth acquisition date, October 15, 2009, in

accordance with Pfizer's domestic and international year-ends.

'Within the Biopharmaceutical segment, revenues from South Korea in 2009 and 2008 have been reclassified from the Emerging Markets unit to the appropriate developed market units to

conform to the current-year presentation, which reflects the fact that the commercial operations of South Korea, effective January 1, 2010, are managed within the appropriate developed

market units.

The legacy Pfizer Primary Care unit was negatively impacted by 2% in 2010 due the loss of exclusivity of Lipitor in Canada in May 2010 and in Spain in July 2010, as well as by developed

Europe pricing pressures and U.S. healthcare reform. These negative impacts were partially offset by the growth from selected brands, including Lyrica, Champix and Celebrex, among

others, in key international markets, most notably Japan.

@the legacy Pfizer Specialty Care unit was negatively impacted in 2010 by developed Europe pricing pressures, U.S. healthcare reform and a decline in certain therapeutic markets.

®)The legacy Pfizer Established Products unit was negatively impacted by 4% in 2010 due to the loss of exclusivity for Norvasc in Canada in July 2009, which was partially offset by the
favorable impact of 1% in 2010 due to the reclassification of Camptosar’s European revenues to the Established Products unit, effective January 1, 2010.
The legacy Pfizer Emerging Markets unit was negatively impacted in 2010 primarily by the loss of exclusivity of Viagra and Lipitor in Brazil in June and August 2010, respectively and
emerging Europe pricing pressures, but positively impacted by growth in key markets, including China and Brazil.

9)Legacy Pfizer Oncology unit revenues in 2010 do not include Camptosar's European revenues due to Camptosar’s loss of exclusivity in Europe in July 2009. The reclassification of those
revenues to the Established Products unit effective January 1, 2010, as discussed above, negatively impacted the legacy Pfizer Oncology unit’s performance by 17% in 2010 compared to
2009.

Mincludes Pfizer CentreSource, which includes contract manufacturing and bulk pharmaceutical chemical sales.

* Calculation not meaningful.

(c)

Biopharmaceutical Revenues
Biopharmaceutical revenues contributed approximately 86% of our total revenues in 2010 and 91% of our total revenues in 2009 and 2008.

We recorded direct product sales of more than $1 billion for each of 15 Biopharmaceutical products in 2010 and for each of nine legacy Pfizer Biopharmaceutical products in 2009 and 2008.
These products represented 60% of our Biopharmaceutical revenues in 2010, 56% of our Biopharmaceutical revenues in 2009 and 60% of our Biopharmaceutical revenues in 2008. We did
not record more than $1 billion in revenues for any individual legacy Wyeth product in 2009 as the Wyeth acquisition date was October 15, 2009. While Wyeth’s revenues are not included in
our 2008 amounts, as Wyeth had not yet been acquired, Wyeth had five products with direct product revenues of more than $1 billion in 2008.
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2010 vs. 2009
Worldwide Biopharmaceutical revenues in 2010 were $58.5 billion, an increase of 29% compared to 2009, due to:
« the inclusion of operational revenues from legacy Wyeth products of approximately $13.7 billion, which favorably impacted Biopharmaceutical revenues by 30%; and

« the weakening of the U.S. dollar relative to other currencies, primarily the Canadian dollar, Australian dollar, Japanese yen and Brazilian real, which favorably impacted Biopharmaceutical
revenues by approximately $900 million, or 2%,

partially offset by:
« the decrease in operational revenues of approximately $1.5 billion, or 3%, from legacy Pfizer products overall, including Norvasc, Camptosar, Lipitor and Detrol/Detrol LA.
Geographically,

« inthe U.S., Biopharmaceutical revenues increased 30% in 2010, compared to 2009, reflecting the inclusion of revenues from legacy Wyeth products of $6.6 billion, which had a favorable
impact of 33%, partially offset by lower overall revenues from legacy Pfizer products, including Lipitor, Detrol/Detrol LA, Celebrex, Lyrica, Chantix and Caduet and the impact of increased
rebates in 2010 as a result of the U.S. Healthcare Legislation, all of which had an unfavorable impact of $664 million, or 3%; and

« inour international markets, Biopharmaceutical revenues increased 28% in 2010, compared to 2009, reflecting the inclusion of operational revenues from legacy Wyeth products of $7.1
billion, which had a favorable impact of 28%, and the favorable impact of foreign exchange on international Biopharmaceutical revenues of approximately $900 million, or 3%, partially
offset by lower operational revenues from legacy Pfizer products of $819 million, or 3%. The decrease in operational revenues of legacy Pfizer products was due to lower operational
revenues from, among other products, Lipitor, Norvasc and Camptosar, all of which were impacted by the loss of exclusivity in certain international markets.

During 2010, international Biopharmaceutical revenues represented 56% of total Biopharmaceutical revenues, consistent with 2009.

Effective July 1, 2010, January 1, 2010, August 14, 2009, and January 3, 2009, we increased the published prices for certain U.S. Biopharmaceutical products. These price increases had no
material effect on wholesaler inventory levels in comparison to the prior year.

2009 vs. 2008

Worldwide Biopharmaceutical revenues in 2009 were $45.4 billion, an increase of 3% compared to 2008, primarily due to:

« the inclusion of operational revenues from legacy Wyeth products of approximately $2.5 billion; and

« solid operational performance from certain legacy Pfizer products, including Lyrica, Sutent and Revatio, and higher legacy Pfizer alliance revenues,
partially offset by:

« the strengthening of the U.S. dollar relative to other currencies, primarily the euro, U.K. pound, Canadian dollar, Australian dollar and Brazilian real, which unfavorably impacted
Biopharmaceutical revenues by approximately $1.7 billion, or 4%, in 2009; and

« adecrease in revenues from certain legacy Pfizer products, including Lipitor, Norvasc, Campostar and Chantix/Champix.
Geographically,

« inthe U.S., Biopharmaceutical revenues increased 6% in 2009, primarily due to revenues from legacy Wyeth products of approximately $1.6 billion, or 9%, which were partially offset by
lower revenues from certain legacy Pfizer products, including Lipitor and Celebrex, compared to 2008, as a result of continued generic pressures. Legacy Pfizer revenues also were
adversely affected by the loss of exclusivity of Camptosar and Zyrtec/Zyrtec D, lower sales of Chantix following the changes to the product label, increased rebates partly as a result of the
impact of certain contract changes, and increased pricing pressures. These factors were partially offset by the solid performance from certain legacy Pfizer products, including Lyrica,
Viagra, Revatio, Xalatan and Sutent, and alliance revenues in 2009; and

« inour international markets, Biopharmaceutical revenues were flat in 2009, compared to 2008. Higher revenues due to the addition of legacy Wyeth products of $931 million, or 4%, and
higher operational revenues from legacy Pfizer products of $783 million, or 3%, were offset by the unfavorable impact of foreign exchange on international revenues of $1.7 billion, or 7%.
The increase in operational revenues of legacy Pfizer products was due to operational growth from Lipitor, Lyrica, Zyvox, Vfend, Sutent and alliance products, partially offset by lower
revenues of Norvasc and Camptosar, among others.
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Diversified Revenues

2010 vs. 2009

Worldwide Diversified revenues increased 114% in 2010, compared to 2009, due to:

« the inclusion of operational revenues from legacy Wyeth products of approximately $4.4 billion in 2010, which favorably impacted Diversified revenues by 106%. The increase was primarily
due to the addition of the legacy Wyeth Consumer Healthcare and Nutrition operations. In addition, worldwide Diversified revenues were favorably impacted by the operational revenue
increase in legacy Pfizer Diversified businesses of 3% in 2010, and the favorable impact of foreign exchange of 5%.

Revenues from Animal Health increased 29% in 2010, compared to 2009, reflecting:

< the inclusion of operational revenues from legacy Wyeth Animal Health products of 22%;

« higher operational revenues from legacy Pfizer Animal Health products of 4% due primarily to growth in the companion animal and livestock businesses; and

« the favorable impact of foreign exchange of 3%.

2009 vs. 2008

Worldwide Diversified revenues in 2009 were $4.2 billion, an increase of 17% compared to 2008, due to:

« revenues from legacy Wyeth products of approximately $764 million, primarily from the addition of the legacy Wyeth Consumer Healthcare and Nutrition operations,

partially offset by:

« adecrease in revenues from legacy Pfizer Animal Health products and the Capsugel business, primarily due to the unfavorable impact of foreign exchange.

Revenues from Animal Health products decreased 2% in 2009 compared to 2008, reflecting the unfavorable impact of foreign exchange of 5%, flat operational performance of legacy Pfizer
Animal Health products and the revenue increase from the addition of legacy Wyeth Animal Health products of 3%.

The following factors impacted 2009 Animal Health results:
« the global recession, which negatively affected global spending on veterinary care;
« historically low milk prices, which hurt the profitability of dairy farmers and negatively impacted our livestock business; and

« achange in terms with U.S. distributors resulting in an anticipated, one-time reduction in U.S. distributor inventories in the first quarter of 2009.
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Revenues—Major Biopharmaceutical Products
Revenue information for several of our major Biopharmaceutical products follows:

YEAR ENDED

(MILLIONS OF DOLLARS) DECEMBER 31, % CHANGE
PRODUCT PRIMARY INDICATIONS 2010 2009 2008 10/09 09/08
Lipitor Reduction of LDL cholesterol $10,733 $11,434 $12,401 (6) 8)
Enbrel (@). (b) Rheumatoid, juvenile rheumatoid and psoriatic arthritis, plaque psoriasis and 3,274 378 — * *

ankylosing spondylitis
Lyrica Epilepsy, post-herpetic neuralgia and diabetic peripheral neuropathy, fiboromyalgia 3,063 2,840 2,573 8 10
Prevnar/Prevenar 13 (@) Vaccine for prevention of invasive pneumococcal disease 2,416 — — * *
Celebrex Arthritis pain and inflammation, acute pain 2,374 2,383 2,489 — (4)
Viagra Erectile dysfunction 1,928 1,892 1,934 2 )
Xalatan/Xalacom Glaucoma and ocular hypertension 1,749 1,737 1,745 1 —
Effexor @) Depression and certain anxiety disorders 1,718 520 — * *
Norvasc Hypertension 1,506 1,973 2,244 (24) (12)
Prevnar/Prevenar(7-valent) (@) Vaccine for prevention of invasive pneumococcal disease 1,253 287 — * *
Zyvox Bacterial infections 1,176 1,141 1,115 3 2
Sutent Advanced and/or metastatic renal cell carcinoma (mMRCC) and refractory 1,066 964 847 11 14

gastrointestinal stromal tumors (GIST)
Premarin family @) Menopause 1,040 213 — * *
Geodon/Zeldox Schizophrenia; acute manic or mixed episodes associated with bipolar disorder; 1,027 1,002 1,007 2 1)

maintenance treatment of bipolar mania
Detrol/Detrol LA Overactive bladder 1,013 1,154 1,214 (12) (5)
Zosyn/Tazocin (@) Antibiotic 952 184 — * *
Genotropin Replacement of human growth hormone 885 887 898 — 1)
Vfend Fungal infections 825 798 743 3 7
Chantix/Champix An aid to smoking cessation 755 700 846 8 a7
Protonix (@) Gastroesophageal reflux disease 690 68 — * *
BeneFIX (@) Hemophilia 643 98 — * *
Zoloft Depression and certain anxiety disorders 532 516 539 3 4)
Caduet Reduction of LDL cholesterol and hypertension 527 548 589 4) )
Aromasin Breast cancer 483 483 465 — 4
Revatio Pulmonary arterial hypertension (PAH) 481 450 336 7 34
Pristiq @) Depression 466 82 — * *
Medrol Inflammation 455 457 459 — —
Aricept (©) Alzheimer’s disease 417 432 482 @3) (10)
Zithromax/Zmax Bacterial infections 415 430 429 ®3) —
Cardura Hypertension/Benign prostatic hyperplasia 413 457 499 (10) (8)
ReFacto AF/Xyntha (@) Hemophilia 404 47 — * *
BMP2 (@) Development of bone and cartilage 400 81 — * *
Rapamune @) Immunosuppressant 388 57 — * *
Fragmin Anticoagulant 341 359 316 5) 14
Tygacil (@ Antibiotic 324 54 — * *
Alliance revenues (@) Various 4,084 2,925 2,251 40 30
All other () Various 8,307 7,417 7,753 12 (4)

(a)Legacy Wyeth products. Legacy Wyeth operations are included for a full year in 2010. In accordance with Pfizer's domestic and international year-ends, 2009 includes approximately two-
and-a-half months of Wyeth'’s U.S. operations and approximately one-and-a-half months of Wyeth’s international operations.

®ouytside the U.S. and Canada.

®)Represents direct sales under license agreement with Eisai Co., Ltd.
DEnbrel (in the U.S. and Canada) (2, Aricept, Exforge, Rebif and Spiriva.

(e)

* Calculation not meaningful.

Certain amounts and percentages may reflect rounding adjustments.

Includes legacy Pfizer products in 2010, 2009 and 2008. Also includes legacy Wyeth products in 2010 and, as described in note (a) above, during a portion of 2009.
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Biopharmaceutical—Selected Product Descriptions

« Lipitor , for the treatment of elevated LDL-cholesterol levels in the blood, is the most widely used branded prescription treatment for lowering cholesterol and the best-selling prescription
pharmaceutical product of any kind in the world. Lipitor recorded worldwide revenues of $10.7 billion, or a decrease of 6%, in 2010, compared to 2009 due to:

© the continuing impact of an intensely competitive lipid-lowering market with competition from generics and branded products worldwide;

© increased payer pressure worldwide;
O slower growth in the lipid-lowering market in the U.S. due, in part, to a slower rate of growth in the Medicare Part D population and, reflecting challenging economic conditions, heightened
overall patient cost-sensitivity in the U.S. and adoption of non-prescription treatment options; and

© oss of exclusivity in Canada in May 2010, Spain in July 2010 and Brazil in August 2010,

partially offset by:

O the favorable impact of foreign exchange, which increased revenues by $220 million, or 2%.

Geographically,

© inthe U.S,, Lipitor revenues were $5.3 billion, a decrease of 6% in 2010, compared to 2009; and
© in our international markets, Lipitor revenues were $5.4 billion, a decrease of 6%, in 2010, compared to 2009. The impact of foreign exchange increased international revenues by 4% in
2010, compared to 2009.

See the “Our Operating Environment” section of this Financial Review for a discussion concerning the expected loss of exclusivity for Lipitor in various markets.

During the period from August through December 2010, we implemented four voluntary recalls of Lipitor 40 mg tablets due to a small number of reports of an uncharacteristic odor related to
the bottles in which Lipitor is packaged. Our recalls involved a total of 20 lots in the U.S. and Canada. The odor related to bottles that were manufactured by a third-party supplier, most of
which entered the supply chain before August 2010. A medical assessment by us has determined that the odor is not likely to cause adverse health consequences. We have identified the
source of the odor, and we are implementing rigorous measures to prevent odor-related issues going forward. While the rate of odor complaints is very low, we cannot rule out the possibility
of further recalls based on our quality control measures in the event that there are any future odor-related observations. These recalls have not had any significant impact on our results of
operations, and we do not expect any disruptions in the supply of Lipitor.

Enbrel , for the treatment of rheumatoid arthritis, polyarticular juvenile rheumatoid arthritis, psoriatic arthritis, plaque psoriasis and ankylosing spondylitis, a type of arthritis affecting the
spine, recorded worldwide revenues, excluding the U.S. and Canada, of $3.3 billion in 2010. Enbrel revenues from the U.S. and Canada are included in alliance revenues. The approval of
competing products for the treatment of psoriasis has increased competition with respect to Enbrel in 2010.

Under our co-promotion agreement with Amgen Inc. (Amgen), we and Amgen co-promote Enbrel in the U.S. and Canada and share in the profits from Enbrel sales in those countries,
recorded as alliance revenues. The co-promotion term is scheduled to end in October 2013, and, subject to the terms of the agreement, we are entitled to a royalty stream for 36 months
thereafter, which is significantly less than our current share of Enbrel profits from U.S. and Canadian sales. Following the end of the royalty period, we will not be entitled to any further
alliance revenues from Enbrel sales in the U.S. and Canada. Our exclusive rights to Enbrel outside the U.S. and Canada will not be affected by the expiration of the co-promotion agreement
with Amgen.

« Lyrica , indicated for the management of post-herpetic neuralgia (PHN), diabetic peripheral neuropathy (DPN), fibromyalgia, and as adjunctive therapy for adult patients with partial onset
seizures in the U.S., and for neuropathic pain, adjunctive treatment of epilepsy and general anxiety disorder (GAD) in certain countries outside the U.S., recorded an increase in worldwide
revenues of 8% in 2010, compared to 2009. Lyrica had a strong operational performance in international markets in 2010, including Japan, where Lyrica was launched as the first product
approved for the peripheral neuropathic indication. In the U.S., revenues have been adversely affected by increased generic competition, as well as managed care pricing and formulary
pressures.

« Prevnar/Prevenar 13 , launched in Germany in late 2009 and in the U.S. in early 2010 with launches in other markets during 2010, is our 13-valent pneumococcal conjugate vaccine for
preventing invasive pneumococcal disease in infants and young children. Prevnar/Prevenar 13 had worldwide revenues of $2.4 billion in 2010. To date, Prevnar/Prevenar 13 has been
approved in over 80 countries and launched in over 55 of those countries. The launch of Prevnar/Prevenar 13 has resulted in a reduction of our Prevnar/Prevenar (7-valent) revenues. We
expect this trend to continue.

26 2010 Financial Report



Financial Review

Pfizer Inc. and Subsidiary Companies

« Celebrex is a treatment for the signs and symptoms of osteoarthritis and rheumatoid arthritis and acute pain in adults. Celebrex worldwide revenues were relatively flat in 2010, compared
to 2009. In the U.S., revenues have been adversely affected by generic competition. Celebrex is supported by continued educational and promotional efforts highlighting its efficacy and
safety profile for appropriate patients.

« Viagra remains the leading treatment for erectile dysfunction and one of the world’s most recognized pharmaceutical brands after more than a decade. Viagra worldwide revenues
increased 2% in 2010, compared to 2009. In the U.S., Viagra revenues increased 3% in 2010, compared to 2009. Internationally, Viagra revenues increased 1%, due to a favorable impact
of foreign exchange in 2010 compared to 2009. Viagra began facing generic competition in Spain and Finland in December 2009.

« Xalabrands consists of Xalatan , a prostaglandin, the world’s leading branded agent to reduce elevated eye pressure in patients with open-angle glaucoma or ocular hypertension, and
Xalacom, a fixed combination prostaglandin (Xalatan) and beta blocker (timolol) that is available outside the U.S. Xalatan/Xalacom worldwide revenues increased 1% in 2010, compared to
2009. The increase was due to higher revenues in the U.S., partially offset by lower international revenues due to the launch of generic latanoprost in Japan in May 2010 and in Italy in July
2010. Additionally, foreign exchange had a favorable impact in 2010, compared to 2009. We expect to lose exclusivity for Xalatan in the U.S. in March 2011 and for Xalatan and Xalacom in
the majority of major European markets in July 2011. We are pursuing a pediatric extension for Xalatan in the EU. If we are successful, the exclusivity period for both Xalatan and Xalacom
in the majority of major European markets will be extended by six months to January 2012.

« Effexor XR (extended release capsules) , an antidepressant for treating adult patients with major depressive disorder, GAD, social anxiety disorder and panic disorder, recorded
worldwide revenues of $1.7 billion in 2010. Effexor XR faces generic competition outside the U.S. and, it has faced generic competition in the U.S. since July 1, 2010. This generic
competition had, in 2010, and will continue to have a significant adverse impact on our revenues for Effexor XR.

« Norvasc , for treating hypertension, lost exclusivity in the U.S. in March 2007. Norvasc also has experienced patent expirations in other major markets, including Canada in July 2009 and
Japan in March 2008. Norvasc worldwide revenues decreased 24% in 2010, compared to 2009.

« Prevnar/Prevenar (7 -valent), our 7-valent pneumococcal conjugate vaccine for preventing invasive pneumococcal disease in infants and young children, had worldwide revenues of $1.3
billion in 2010. Certain markets have transitioned from the use of Prevnar/Prevenar (7-valent) to Prevnar/Prevenar 13 (see discussion above) resulting in lower revenues for
Prevnar/Prevenar (7-valent). We expect this trend to continue.

« Zyvox is the world’s best-selling branded agent for the treatment of certain serious Gram-positive pathogens, including Methicillin-Resistant Staphylococcus-Aureus (MRSA). Zyvox
worldwide revenues increased 3% in 2010, compared to 2009, primarily due to growth in emerging markets and developed markets in Europe. In the U.S., revenues have been adversely
affected by flat market growth and increased generic and branded competition.

< Sutent is for the treatment of advanced renal cell carcinoma, including metastatic renal cell carcinoma (mRCC), and gastrointestinal stromal tumors (GIST) after disease progression on, or
intolerance to, imatinib mesylate. Sutent worldwide revenues increased 11% in 2010, compared to 2009, primarily due to strong operational performance in international markets. We
continue to drive total revenue and prescription growth, supported by cost-effectiveness data and efficacy data in first-line mRCC—including two-year survival data, which represent the
first time that overall survival of two years has been seen in the treatment of advanced kidney cancer, as well as through increasing access and healthcare coverage. As of December 31,
2010, Sutent was the best-selling medicine in the world for the treatment of first-line mRCC.

On July 1, 2010 the FDA approved revised labeling for Sutent, which includes a boxed warning concerning hepatotoxicity and related changes to the warnings and precautions section. In
addition, as part of a risk mitigation and communication plan, the revised label includes a Medication Guide that patients will receive when Sutent is dispensed.

Pfizer maintains a global safety database, monitoring all sponsored clinical trials and spontaneous adverse event reports. Hepatic failure has been uncommonly observed in clinical trials
(0.3%) and post-marketing experience, consistent with the very low rate of hepatic failure observed in the clinical trials of Sutent used to support original registration in 2006. Over 91,000
patients worldwide have been treated with Sutent.

The risk-benefit profile of Sutent in both mRCC and second-line GIST has been well established through large, randomized clinical trials evaluating its safety and efficacy. Sutent remains an
important treatment option for these two difficult-to-treat cancers.

e Our Premarin family of products remains the leading therapy to help women address moderate-to-severe menopausal symptoms. It had worldwide revenues of $1.0 billion in 2010.

« Geodon/Zeldox , an atypical antipsychotic, is indicated for the treatment of schizophrenia, as monotherapy for the acute treatment of bipolar manic or mixed episodes, and as an adjunct to
lithium or valproate for the maintenance treatment of bipolar disorder. Geodon worldwide revenues increased 2% in 2010, compared to 2009, due in part to continued growth in the U.S.
antipsychotic market and the recent U.S. approval of Geodon for adjunctive bipolar maintenance therapy in adults.

« Detrol/Detrol LA, a muscarinic receptor antagonist, is the most prescribed branded medicine worldwide for overactive bladder. Detrol LA is an extended-release formulation taken once a
day. Detrol/Detrol LA worldwide revenues declined 12% in 2010, compared to 2009, primarily due to increased competition from other branded medicines.
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e Zosyn / Tazocin , our broad-spectrum intravenous antibiotic, faces generic competition in the U.S. and certain other markets. It had worldwide revenues of $952 million in 2010.

« Genotropin , the world’s leading human growth hormone, is used in children for the treatment of short stature with growth hormone deficiency, Prader-Willi Syndrome, Turner Syndrome,
Small for Gestational Age Syndrome, Idiopathic Short Stature (in the U.S. only) and Chronic Renal Insufficiency (outside the U.S. only), as well as in adults with growth hormone deficiency.
Genotropin is supported by a broad platform of innovative injection-delivery devices. Genotropin worldwide revenues were relatively flat compared to 2009.

« Vfend, as the only branded agent available in intravenous and oral forms, continued to build on its position as the best-selling systemic, antifungal agent worldwide in 2010. The global
revenues of Vfend continued to be driven in 2010 by its acceptance as an excellent broad-spectrum agent for treating yeast and molds. Vfend worldwide revenues increased 3% in 2010,
compared to 2009.

In October 2009, we settled a challenge by Mylan, Inc. (Mylan) and its subsidiary, Matrix Laboratories Limited (Matrix), to four of our patents relating to Vfend by entering into an agreement
granting Matrix and another subsidiary of Mylan the right to market their voriconazole (generic Vfend) tablet in the U.S. Pursuant to that settiement agreement, Matrix and the other Mylan
subsidiary launched their generic voriconazole tablet in the U.S. in February 2011. In addition, the basic patent for Vfend tablets in Brazil expired on January 1, 2011.

« Chantix/Champix , the first new prescription treatment to aid smoking cessation in nearly a decade, has been launched in all major markets. Chantix/Champix worldwide revenues
increased 8% in 2010, compared to 2009. Revenues in 2010 were impacted by strong operational performance in international developed markets and the favorable impact of foreign
exchange, partially offset by the impact of changes to the product’s label and other factors, especially in the U.S. We are continuing our educational and promotional efforts, which are
focused on the Chantix benefit-risk proposition, the significant health consequences of smoking and the importance of the physician-patient dialogue in helping patients quit smoking.

* Protonix , our proton pump inhibitor for gastroesophageal reflux disease, had revenues of $690 million in 2010. We have an exclusive license from Nycomed GmbH to sell Protonix in the
U.S., where it faces generic competition as the result of at-risk launches by certain generic manufacturers that began in December 2007 and the expiration of the basic U.S. patent
(including the six-month pediatric exclusivity period) in January 2011.

« BeneFIX and ReFacto AF/Xyntha are hemophilia products that use state-of-the-art manufacturing to assist patients with this lifelong bleeding disorder. BeneFIX is the only available
recombinant factor IX product for the treatment of hemophilia B, while ReFacto AF/Xyntha are recombinant factor VIII products for the treatment of hemophilia A. Both products are
indicated for the control and prevention of bleeding in patients with these disorders and in some countries also are indicated for prophylaxis in certain situations, such as surgery. BeneFIX
recorded worldwide revenues of $643 million in 2010. ReFacto AF/Xyntha recorded worldwide revenues of $404 million in 2010.

¢ Caduet is a single-pill therapy combining Norvasc and Lipitor. Caduet worldwide revenues declined 4% in 2010, compared to 2009, primarily due to increased generic competition, as well
as an overall decline in U.S. hypertension market volume, partially offset by strong operational performance in international markets and the favorable impact of foreign exchange. We
expect that Caduet will lose exclusivity in the U.S. in November 2011.

« Revatio , for the treatment of PAH, had an increase in worldwide revenues of 7% in 2010, compared to 2009, due in part to increased PAH awareness driving earlier diagnosis and
increased therapy days in the U.S. and EU.

« Pristiq was approved for the treatment of Major Depressive Disorder (MDD) in the U.S. in February 2008 and subsequently was approved for that indication in 28 other countries. Pristiq
has also been approved for treatment of moderate-to-severe vasomotor symptoms (VMS) associated with menopause in Thailand, Mexico and the Philippines. Pristiq recorded worldwide
revenues of $466 million in 2010.

« Alliance revenues worldwide increased 40% in 2010, compared to 2009, mainly due to the strong performance of Spiriva, Aricept and Rebif, as well as the inclusion of sales of Enbrel, a
legacy Wyeth product, in the U.S. and Canada. We lost exclusivity for Aricept 5mg and 10mg tablets in the U.S. in November 2010. We expect that the Aricept 23mg tablet will have
exclusivity in the U.S. until July 2013.

See Notes to Consolidated Financial Statements— Note 19. Legal Proceedings and Contingencies for a discussion of recent developments concerning patent and product litigation relating
to certain of the products discussed above.

Product Developments — Biopharmaceutical

We continue to invest in R&D to provide potential future sources of revenues through the development of new products, as well as through additional uses for existing in-line and alliance
products. We remain on track to achieve our previously announced goal of 15 to 20 regulatory submissions in the 2010 to 2012 period. Notwithstanding our efforts, there are no assurances as
to when, or if, we will receive regulatory approval for additional indications for existing products or any of our other products in development.

On February 1, 2011, we announced that we are continuing to closely evaluate our global research and development function and will accelerate our current strategies to improve innovation
and overall productivity by prioritizing areas with the greatest scientific and commercial promise, utilizing appropriate risk/return profiles and focusing on areas with the highest potential to
deliver value in the near term and over time (see the “Our Strategy” section of this Financial Review). Our high-priority therapeutic areas are immunology and inflammation, oncology,
cardiovascular and metabolic diseases, neuroscience and pain, and vaccines.
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Below are significant regulatory actions by, and filings pending with, the FDA and regulatory authorities in the EU and Japan as well as new drug candidates and additional indications in late-
stage development:

Recent FDA approvals:

PRODUCT INDICATION DATE APPROVED
Prevnar 13 Infant Prevention of invasive pneumococcal disease in infants and young children February 2010
Pending U.S. new drug applications (NDA) and supple  mental filings:

PRODUCT INDICATION DATE SUBMITTED
tafamidis meglumine Treatment of transthyretin amyloid polyneuropathy (ATTR-PN) February 2011
Prevnar 13 Adult Prevention of pneumococcal disease in adults 50 years of age and older December 2010
Taliglucerase alfa Treatment of Gaucher disease December 2009
Sutent Pancreatic neuroendocrine tumor December 2009
Genotropin Adult growth hormone deficiency (Mark VII multidose disposable device) October 2009
Celebrex Chronic pain August 2009
Geodon Treatment of bipolar disorder—pediatric filing October 2008
Spiriva Respimat device for chronic obstructive pulmonary disease November 2007
Zmax Treatment of bacterial infections—sustained release—acute otitis media (AOM) and sinusitis—pediatric filing November 2006
Viviant Osteoporosis treatment and prevention June 2006

Pristiq Vasomotor symptoms of menopause June 2006

Vfend Treatment of fungal infections—pediatric filing June 2005

On October 6, 2010, we completed the acquisition of FoldRx. Its lead product candidate, tafamidis meglumine (Tafamidis), is in registration in both the U.S. and the EU as a first-in-class oral
therapy for the treatment of transthyretin amyloid polyneuropathy (ATTR-PN), a progressively fatal genetic neurodegenerative disease, for which liver transplant is the only treatment option
currently available. Tafamidis has orphan drug designation in both the U.S. and EU and fast-track designation in the U.S.

In November 2009, we entered into a license and supply agreement with Protalix BioTherapeutics (Protalix), which provides us exclusive worldwide rights, except in Israel, to develop and
commercialize taliglucerase alfa for the treatment of Gaucher disease. In April 2010, Protalix completed a rolling NDA with the FDA for taliglucerase alfa. Taliglucerase alfa was granted orphan
drug designation in the U.S. in September 2009. In February 2011, Protalix received a “complete response” letter from the FDA for the taliglucerase alfa NDA that set forth additional
requirements for approval. Protalix will work with the FDA to determine next steps.

In May 2010, the FDA issued a “complete response” letter requesting additional information in connection with our supplemental NDA seeking approval to use Sutent for the treatment of
pancreatic neuroendocrine tumors. We have provided the requested information, including an analysis of independently reviewed scans, and are working with the FDA to pursue regulatory
approval.

In April 2010, we received a “complete response” letter from the FDA for the Genotropin Mark VII multidose disposable device submission. In August 2010, we submitted our response to
address the requests and recommendations included in the FDA letter.

In June 2010, we received a “complete response” letter from the FDA for the Celebrex chronic pain supplemental NDA. We are working with the FDA to determine the next steps.

In October 2009, we received a “complete response” letter from the FDA with respect to the supplemental NDA for Geodon for the treatment of acute bipolar mania in children and adolescents
aged 10 to 17 years. In October 2010, we submitted our response to address the issues raised in the FDA letter. In April 2010, we received a “warning letter” from the FDA with respect to the
clinical trial in support of this supplemental NDA. We are working with the FDA to address the issues raised in the letter.

Boehringer Ingelheim (BI), our alliance partner, holds the NDAs for Spiriva Handihaler and Spiriva Respimat. In September 2008, Bl received a “complete response” letter from the FDA for the
Spiriva Respimat submission. The FDA is seeking additional data, and we are coordinating with BI, which is working with the FDA to provide the additional information. A full response will be
submitted to the FDA upon the completion of planned and ongoing studies.

In September 2007, we received an “approvable” letter from the FDA for Zmax that set forth requirements to obtain approval for the pediatric acute otitis media (AOM) indication based on
pharmacokinetic data. A supplemental filing for pediatric AOM and sinusitis remains under review.

Two “approvable” letters were received by Wyeth in April and December 2007 from the FDA for Viviant (bazedoxifene), for the prevention of post-menopausal osteoporosis, that set forth the
additional requirements for approval. In May 2008, Wyeth received an “approvable” letter from the FDA for the treatment of post-menopausal osteoporosis. The FDA is seeking additional data,
and we have been systematically working through these requirements and seeking to address the FDA'’s concerns. In February 2008, the FDA advised Wyeth that it expects to convene an
advisory committee to review the pending NDAs for both the treatment and
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prevention indications after we submit our response to the “approvable” letters. In April 2009, Wyeth received approval in the EU for CONBRIZA (the EU trade name for Viviant) for the
treatment of post-menopausal osteoporosis in women at increased risk of fracture. Viviant was also approved in Japan in July 2010 for the treatment of post-menopausal osteoporosis.

In July 2007, Wyeth received an “approvable” letter from the FDA with respect to its NDA for the use of Pristiq in the treatment of moderate-to-severe vasomotor symptoms (VMS) associated

with menopause. The FDA requested an additional one-year study of the safety of Pristiq for this indication. This study was recently completed, and the results were provided to the FDA in

December 2010.

In December 2005, we received an “approvable” letter from the FDA for our Vfend pediatric filing that set forth the additional requirements for approval. In April 2010, based on data from a new

pharmacokinetics study, we and the FDA agreed on a Vfend dosing regimen for pediatric patients in three ongoing trials. We continue to work with the FDA to determine the next steps.

The Lyrica NDA for monotherapy treatment of GAD was withdrawn in December 2010.

In December 2010, in the interest of patient safety, we voluntarily withdrew Thelin for the treatment of PAH in markets where it is approved. In addition, we discontinued clinical studies of
Thelin worldwide for the treatment of PAH.

The NDAs for Fablyn (lasofoxifene) for the prevention and treatment of osteoporosis in post-menopausal women and for the treatment of vulvar and vaginal atrophy have been withdrawn. We

are exploring strategic options for Fablyn, including but not limited to out-licensing or sale.

Regulatory approvals and filings in the EU and Japa  n:

DATE DATE
PRODUCT DESCRIPTION OF EVENT APPROVED SUBMITTED
Sutent Approval in the EU for treatment of pancreatic neuroendocrine tumor December 2010
Prevenar 13 Application submitted in the EU for prevention of pneumococcal disease in adults 50 years of age and older December 2010
Adult
Taliglucerase Application submitted in the EU for treatment of Gaucher disease November 2010
alfa
Lyrica Approval in Japan for neuropathic pain October 2010 —
Xalatan Approval in the EU for pediatric glaucoma September 2010
Torisel Approval in Japan for renal cell carcinoma July 2010 —
Genotropin Approval in the EU for adult growth hormone deficiency (Mark VII multidose disposable device) July 2010 —
Viviant Approval in Japan for the treatment of post-menopausal osteoporosis July 2010 —
atorvastatin Approval in the EU for type Il variation for atorvastatin calcium July 2010 —
calcium (SORTIS and associated names) for pediatric hyperlipidemia/dyslipidemia
tafamidis Application submitted in the EU for ATTR-PN — July 2010
meglumine
Macugen Application submitted in the EU for type Il variation for treatment of diabetic macular edema — June 2010
Genotropin Approval in Japan for adult growth hormone deficiency (Mark VII multidose disposable device) June 2010 —
Lyrica Approval in Japan for the treatment of pain associated with post-herpetic neuralgia April 2010 —
Revatio Application submitted in the EU for pediatric PAH — February 2010
Apixaban Application submitted in the EU for prevention of venous thromboembolism — February 2010
Xalacom Approval in Japan for the treatment of glaucoma January 2010 —
Prevenar 13 Application submitted in Japan for prevention of invasive pneumococcal disease in infants and young children — December 2009
Infant
Xiapex Application submitted in the EU for treatment of Dupuytren’s contracture — December 2009
Toviaz Application submitted in Japan for overactive bladder — September 2009
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In December 2010, the European Medicine Agency’s Committee for Medicinal Products for Human Use (CHMP) issued a positive opinion recommending that the European Commission
approve Xiapex for the treatment of Dupuytren’s contracture in adult patients with a palpable cord.

Late -stage clinical trials for additional uses and dosag e forms for in -line products:

PRODUCT INDICATION

Eraxis/Vfend Combination Aspergillosis fungal infections

Lyrica Epilepsy monotherapy; central neuropathic pain due to spinal cord injury; peripheral neuropathic pain
Revatio Pediatric PAH

Sutent Adjuvant renal cell carcinoma

Torisel Renal cell carcinoma

Zithromax/chloroquine Malaria

Set forth below are developments in 2010 with respect to certain Phase 3 trials for Sutent :

« A Phase 3 trial for advanced castration-resistant prostate cancer was discontinued based on an interim analysis, whereby an independent Data Monitoring Committee (DMC) found that the

combination of Sutent with prednisone was unlikely to improve overall survival compared to prednisone alone.
* A Phase 3 trial in combination with erlotinib for the treatment of advanced non-small-cell lung cancer was completed and did not meet its primary endpoint.

« The Phase 3 trial for advanced liver cancer was discontinued based on a higher incidence of serious adverse events in the sunitinib arm compared to the sorafenib arm and the fact that
sunitinib did not meet the criteria to demonstrate that it was either superior or non-inferior to sorafenib in the survival of patients with advanced liver cancer.

« Two Phase 3 trials for first-line and second-line treatment of metastatic breast cancer were completed and did not meet their primary endpoints.

New drug candidates in late -stage development in the U.S.:

CANDIDATE INDICATION

Apixaban For the prevention and treatment of venous thromboembolism and prevention of stroke in patients with atrial fibrillation, which is being
developed in collaboration with Bristol-Myers Squibb Company (BMS)

Aprela (Bazedoxifene- conjugated A tissue-selective estrogen complex for the treatment of menopausal vasomotor symptoms

estrogens)

Axitinib Oral and selective inhibitor of vascular endothelial growth factor (VEGF) receptor 1, 2, & 3 for the treatment of advanced renal cell carcinoma

Bapineuzumab A beta amyloid inhibitor for the treatment of Alzheimer’s disease being developed in collaboration with Janssen Alzheimer Immunotherapy
Research & Development, LLC (Janssen Al), a subsidiary of Johnson & Johnson

Bosutinib An Abl and src kinase inhibitor for the treatment of chronic myelogenous leukemia

Crizotinib (PF-02341066) An oral ALK and c-Met inhibitor for the treatment of advanced non-small-cell lung cancer

Dimebon (latrepirdine) A novel mitochondrial protectant and enhancer being developed in collaboration with Medivation, Inc., for the treatment of Alzheimer’s disease
and Huntington’s disease

Inotuzumab ozogamicin An antibody drug conjugate, consisting of an anti-CD22 monotherapy antibody linked to a cytotoxic agent, calicheamycin, for the treatment of
aggressive Non-Hodgkin's Lymphoma

Moxidectin Treatment of onchocerciasis (river blindness)

Neratinib A pan-HER inhibitor for the treatment of breast cancer

PF-0299804 A pan-HER tyrosine kinase inhibitor for the treatment of advanced non-small-cell lung cancer

Tanezumab An anti-nerve growth factor monoclonal antibody for the treatment of pain (on clinical hold)

Tofacitinib (formerly A JAK kinase inhibitor for the treatment of rheumatoid arthritis and psoriasis

Tasocitinib (CP-690,550)

The atrial fibrillation (AF) program of the investigational drug apixaban consists of two trials. First, the data from the Phase 3 AVERROES trial demonstrated that apixaban significantly reduced

the relative risk of a composite stroke or systematic embolism by 55% without a significant increase in major bleeding, fatal bleeding or intracranial bleeding compared with aspirin in patients

who were expected or demonstrated to be unsuitable for warfarin treatment. Minor bleeding, however, was increased, compared to aspirin. Second, the Phase 3 ARISTOTLE trial is
investigating apixaban compared with warfarin for the prevention of stroke in approximately 18,000 patients with AF. Based upon discussions with the FDA and in agreement with us, our
alliance partner, BMS,
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expects to submit the AVERROES and ARISTOTLE studies together in the U.S., which will cover the broadest spectrum of patients in one single dossier. The ARISTOTLE trial is event driven.
As such, it is not possible to predict with certainty when the results of the trial will be available. BMS expects to have top-line data from ARISTOTLE in the second quarter of 2011 and to submit
in the U.S. and the EU late in the third quarter or in the fourth quarter of 2011 depending on the results of the trial.

In November 2010, we and BMS discontinued the Phase 3 APPRAISE-2 clinical trial in patients with recent acute coronary syndrome (ACS) treated with apixaban or placebo in addition to
mono or dual antiplatelet therapy. The study was stopped early based on the recommendation of an independent DMC due to clear evidence of a clinically important increase in bleeding
among patients randomized to apixaban, which was not offset by clinically meaningful reductions in ischemic events.

Our collaboration with Janssen Al on bapineuzumab, a potential treatment for Alzheimer’s disease, continues with four Phase 3 studies. In December 2010, Janssen Al confirmed that
enrollment was complete for its two Phase 3 North American studies (301 and 302), including the biomarker sub studies. The other two Phase 3 global studies (3000 and 3001) continue to
enroll. In April 2010, Johnson & Johnson announced that the two Janssen Al North American studies would be completed (last patient out) in mid-2012. We announced in May 2010 that we
expect that the last patient will have completed our two global 18-month trials, including associated biomarker studies, in 2014.

In January 2011, we initiated the rolling submission of an NDA to the FDA for crizotinib (PF-02341066), an oral anaplastic lymphoma kinase (ALK) and c-MET inhibitor for the treatment of
patients with advanced non-small-cell lung cancer whose tumors are ALK-positive. We expect to complete the submission in the first half of 2011.

In March 2010, Pfizer and Medivation, Inc. announced that a Phase 3 trial of Dimebon (latrepiridine) did not meet its co-primary or secondary endpoints. Subsequently, we and Medivation, Inc.
agreed to discontinue the CONSTELLATION and CONTACT Phase 3 trials in patients with moderate-to-severe Alzheimer’s disease. The two companies continue to investigate Dimebon’s
potential clinical benefit in the 12-month Phase 3 CONCERT trial in patients with mild-to-moderate Alzheimer’s disease and the six-month Phase 3 HORIZON trial in patients with Huntington’s
disease. In December 2010, we and Medivation, Inc. announced that patient enrollment was completed on November 30, 2010, in the CONCERT study.

Following requests by the FDA in 2010, we suspended worldwide the osteoarthritis, chronic low back pain and painful diabetic peripheral neuropathy studies of tanezumab. The FDA's requests
followed a small number of reports of osteoarthritis patients treated with tanezumab who experienced the worsening of osteoarthritis leading to joint replacement and also reflected the FDA's
concerns regarding the potential for such events in other patient populations. We subsequently terminated the osteoarthritis studies of tanezumab. In December 2010, the FDA placed a clinical
hold on all other anti-NGF therapies under clinical investigation in the U.S., including our study for chronic pancreatitis. Studies of tanezumab in cancer pain were allowed to continue. We
continue to work with the FDA to reach an understanding about the appropriate scope of continued clinical investigation of tanezumab.

In December 2009, we discontinued a Phase 3 trial of figitumumab in first-line treatment of advanced non-small-cell lung cancer for futility. In March 2010, we discontinued a Phase 3 trial of
figitumumab in second/third line treatment of advanced non-small-cell lung cancer for futility. After a detailed evaluation of all available figitumumab data, we decided to stop further clinical
investigation of figitumumab. No safety events led to this decision.

Additional product-related programs are in various stages of discovery and development. Also, see the discussion in the “Our Business Development Initiatives” section of this Financial
Review.

Costs and Expenses

Cost of Sales
2010 vs. 2009
Cost of sales increased 83% in 2010, compared to 2009, primarily as a result of:

« purchase accounting charges of approximately $2.9 billion in 2010, compared to approximately $970 million in 2009, primarily reflecting the fair value adjustments to inventory acquired
from Wyeth that was subsequently sold;

« awrite-off of inventory of $212 million (which includes a purchase accounting fair value adjustment of $104 million), primarily related to biopharmaceutical inventory acquired from Wyeth
that became unusable after the acquisition date;

« the inclusion of Wyeth’s manufacturing operations for a full year in 2010, compared to part of the year in 2009; and
« the change in the mix of products and businesses as a result of the Wyeth acquisition,

partially offset by:

« lower costs as a result of our cost-reduction initiatives.

Foreign exchange had a minimal impact on cost of sales during 2010.

2009 vs. 2008

Cost of sales increased 10% in 2009 compared to 2008 primarily as a result of:

« purchase accounting charges of approximately $970 million primarily related to the fair value adjustments to inventory acquired from Wyeth that subsequently was sold;
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« the addition of Wyeth's manufacturing operations; and
« the unfavorable impact of foreign exchange on cost of sales,
partially offset by:

« lower costs recorded in cost of sales related to our cost-reduction initiatives. Cost-reduction initiative charges incurred after the Wyeth acquisition, other than additional depreciation related
to asset restructuring, are included in Restructuring charges and certain acquisition-related costs .

Selling, Informational and Administrative (SI&A) Ex  penses

2010 vs. 2009

SI&A expenses increased 32% in 2010, compared to 2009, primarily as a result of:

« the inclusion of Wyeth operating costs for a full year in 2010, compared to part of the year in 2009; and
« the unfavorable impact of foreign exchange of $237 million.

2009 vs. 2008

SI&A expenses increased 2% in 2009, compared to 2008, primarily as a result of:

< the addition of Wyeth'’s operating costs; and

« increased investment in potential high-growth and new opportunities for existing products,
partially offset by:

« the favorable impact of foreign exchange on SI&A expenses;

< certain insurance recoveries related to legal defense costs; and

« lower costs recorded in SI&A related to our cost-reduction initiatives. Cost-reduction initiative charges incurred after the Wyeth acquisition, other than additional depreciation related to
asset restructuring, are included in Restructuring charges and certain acquisition-related costs.

Research and Development (R&D) Expenses

2010 vs. 2009

R&D expenses increased 20% in 2010, compared to 2009, primarily as a result of:

« the inclusion of Wyeth operating costs for a full year in 2010, compared to part of the year in 2009; and

« continued investment in the late-stage development portfolio.

Foreign exchange had a minimal impact on R&D expenses during 2010.

2009 vs. 2008

R&D expenses decreased 1% in 2009, compared to 2008, primarily as a result of:

« lower purchase accounting adjustments related to intangible assets acquired in connection with our acquisition of Pharmacia Corporation;
« the favorable impact of foreign exchange on R&D expenses; and

« lower costs recorded in R&D related to our cost-reduction initiatives. Cost-reduction initiative charges incurred after the Wyeth acquisition, other than additional depreciation related to asset
restructuring, are included in Restructuring charges and certain acquisition-related costs ,

partially offset by:

< the addition of Wyeth operating costs;

« continued investment in the late-stage development portfolio;

« business-development transactions in the Established Products unit; and

¢ a$150 million milestone payment to BMS in 2009 in connection with the collaboration on apixaban.

R&D expenses also include payments for intellectual property rights of $358 million in 2010, $474 million in 2009 and $377 million in 2008 (for further discussion, see the “Our Business
Development Initiatives” section of this Financial Review).
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Acquisition-Related In-Process Research and Develop ~ ment Charges

As required through December 31, 2008, the estimated fair value of acquisition-related IPR&D charges was expensed at acquisition date. As a result of adopting the provisions of a new
accounting standard related to business combinations issued by the Financial Accounting Standards Board (FASB), for acquisitions completed after December 31, 2008, we record acquired
IPR&D on our consolidated balance sheet as indefinite-lived intangible assets. In 2010 and 2009, we resolved certain contingencies and met certain milestones associated with the CovX
acquisition and recorded $125 million in 2010 and $68 million in 2009 of Acquisition-related in-process research and development charges . In 2008, we expensed $633 million of IPR&D,
primarily related to our acquisitions of Serenex, Encysive, CovX, Coley and a number of animal health product lines from Schering-Plough, as well as two smaller acquisitions also related to
animal health.

Cost-Reduction and Productivity Initiatives and Rel ated Costs

Programs Initiated Prior to 2011

Since the acquisition of Wyeth, our cost-reduction initiatives announced on January 26, 2009, but not completed as of December 31, 2009, have been incorporated into a comprehensive plan
to integrate Wyeth’s operations, generate cost savings and capture synergies across the combined company. In the aggregate, with the combination of these two initiatives into one
comprehensive program, we expect to generate cost reductions, net of investments in the business, of approximately $4 billion to $5 billion, by the end of 2012, at 2008 average foreign
exchange rates, in comparison with the 2008 proforma combined adjusted total costs of the legacy Pfizer and legacy Wyeth operations. (For an understanding of adjusted total costs, see the
“Adjusted Income” section of this Financial Review). We achieved more than $2.0 billion of these cost savings in 2010 and are on track to meet the 2012 target.

We have incurred and will continue to incur costs in connection with these initiatives. We estimate that these total costs could be in the range of approximately $11.5 billion to $13.5 billion
through 2012, of which we have incurred approximately $9.5 billion in cost-reduction and acquisition-related costs (excluding transaction costs) through December 31, 2010. The cost-reduction
target discussed in this section does not include the impact of the planned reduction in research and development spending that was announced on February 1, 2011 and is discussed below
under “New Research and Development Productivity Initiative”.

These targeted savings are being achieved through the following actions:

« The closing of duplicative facilities and other site rationalization actions Company-wide, including research and development facilities, manufacturing plants, sales offices and other
corporate facilities. In May and June 2010, we announced our plant network strategy for our Global Supply division, excluding Capsugel. As of December 31, 2010, we operate plants in 76
locations around the world that manufacture products for our businesses. Locations with major manufacturing facilities include Belgium, China, Germany, Ireland, Iltaly, Japan, Philippines,
Puerto Rico, Singapore and the United States. Our Global Supply division’s plant network strategy will result in the exit of nine sites over the next several years.

« Workforce reductions across all areas of our business and other organizational changes.

O We identified areas for a reduction in workforce across all of our businesses. As of December 31, 2010, the workforce totaled approximately 110,600, a decrease of 5,900 from
December 31, 2009. Since the closing of the Wyeth acquisition on October 15, 2009, the workforce has declined by 10,100, primarily in the U.S. Primary Care field force, manufacturing,
R&D and corporate operations. We expect to exceed our original 15% workforce reduction target.

* The increased use of shared services.
* Procurement savings.
We have incurred significant costs in connection with our cost-reduction initiatives (including several programs initiated since 2005).

We incurred the following costs in connection with our cost-reduction initiatives and the acquisition of Wyeth:

YEAR ENDED DECEMBER

31,

(MILLIONS OF DOLLARS) 2010 2009 2008
Transaction costs @) $ 23 $ 768 $ —
Integration costs () 1,004 569 49
Restructuring charges (©)

Employee termination costs 1,125 2,571 2,004

Asset impairments 870 159 543

Other 192 270 79

Restructuring charges and certain acquisition-related costs $3,214 $4,337  $2,675
Additional depreciation—asset restructuring, recorded in our Consolidated Statements of Income as follows @ :

Cost of Sales $ 526 $ 133 $ 596

Selling, informational and administrative expenses 227 53 19

Research and development expenses 34 55 171
Total additional depreciation—asset restructuring 787 241 786
Implementation costs (€) — 250 819
Total $4,001 $4,828  $4,280
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@Transaction costs represent external costs directly related to our acquisition of Wyeth and primarily include expenditures for banking, legal, accounting and other similar services.
Substantially all of the costs incurred in 2009 were fees related to a $22.5 billion bridge term loan credit agreement entered into with certain financial institutions on March 12, 2009 to
partially fund our acquisition of Wyeth. The bridge term loan credit agreement was terminated in June 2009 as a result of our issuance of approximately $24.0 billion of senior unsecured
notes in the first half of 2009.

Integration costs represent external, incremental costs directly related to integrating acquired businesses and primarily include expenditures for consulting and systems integration.

(C)Restructuring charges in 2010 are related to the integration of Wyeth. From the beginning of our cost-reduction and transformation initiatives in 2005 through December 31, 2010, Employee
termination costs represent the expected reduction of the workforce by approximately 49,000 employees, mainly in manufacturing, sales and research, of which approximately 36,400
employees have been terminated as of December 31, 2010. Employee termination costs are generally recorded when the actions are probable and estimable and include accrued severance
benefits, pension and postretirement benefits, many of which may be paid out during periods after termination. Asset impairments primarily include charges to write down property, plant and
equipment to fair value. Other primarily includes costs to exit certain assets and activities. Substantially all of these restructuring charges are associated with our Biopharmaceutical segment.

@additional depreciation—asset restructuring represents the impact of changes in the estimated useful lives of assets involved in restructuring actions.

e)lmplementation costs for the years ended December 31, 2009 and 2008 represent external, incremental costs directly related to implementing cost-reduction initiatives prior to our acquisition
of Wyeth, and primarily include expenditures related to system and process standardization and the expansion of shared services. For the year ended December 31, 2009, implementation
costs are included in Cost of sales ($42 million ), Selling, informational and administrative expenses ($166 million), Research and development expenses ($36 million) and Other deductions—
—net ($6 million). For the year ended December 31, 2008, implementation costs are included in Cost of sales ($149 million), Selling, informational and administrative expenses ($394 million),
Research and development expenses ($262 million) and Other deductions—net ($14 million).

The components of restructuring charges associated with all of our cost-reduction initiatives and the acquisition of Wyeth follow:

ACTIVITY ACCRUAL

COSTS THROUGH AS OF

INCURRED DECEMBER 31, DECEMBER 31,

(MILLIONS OF DOLLARS) 2005-2010 2010 (3) 2010 (P)
Employee termination costs $ 8,846 $ 6,688 $ 2,158
Asset impairments 2,322 2,322 —
Other 902 801 101
Total $ 12,070 $ 9,811 $ 2,259

(3 Includes adjustments for foreign currency translation.
Included in O ther current liabilities ($1.6 billion) and Other noncurrent liabilities ($652 million).

New Research and Development Productivity Initiative

On February 1, 2011, we announced that we are continuing to closely evaluate our global research and development function and will accelerate our current strategies to improve innovation
and overall productivity by prioritizing areas with the greatest scientific and commercial promise, utilizing appropriate risk/return profiles and focusing on areas with the highest potential to
deliver value in the near term and over time (see the “Our Strategy” section of this Financial Review). In connection with these actions:

* We estimate that we will incur pre-tax employee-termination charges in the range of approximately $800 million to $1.1 billion and other pre-tax exit and implementation charges in the
range of approximately $300 million to $500 million, all of which will result in future cash expenditures. We expect most of these charges to be incurred in 2011 and the balance to be
incurred in 2012.

* We estimate that we will incur total pre-tax impairment and additional depreciation—asset restructuring charges in the range of approximately $1.1 billion to $1.3 billion, of which
approximately $800 million to $900 million represent additional depreciation—asset restructuring charges. Most of these charges will be associated with our Sandwich, U.K. Facility. We
expect most of these non-cash charges to be incurred in 2011 and the balance to be incurred in 2012.

As a result of these actions, we expect significant reductions in our annual research and development expenses, which are reflected in our 2011 financial guidance and 2012 financial targets.
We expect adjusted R&D expenses to be approximately $8.0 billion to $8.5 billion in 2011 and approximately $6.5 billion to $7.0 billion in 2012. For additional information, see the “Our

Financial Guidance for 2011” and “Our Financial Targets for 2012” sections of this Financial Review. For an understanding of Adjusted income, see the “Adjusted Income” section of this
Financial Review.

Other (Income)/Deductions—Net

2010 vs. 2009

Other deductions—net increased by $4.0 billion in 2010, compared to 2009, which primarily reflects:

* higher asset impairment charges of $1.8 billion in 2010, primarily related to certain intangible assets acquired as part of our acquisition of Wyeth as well as a legacy Pfizer product, Thelin;

« higher charges for litigation-related matters of $1.5 billion in 2010, primarily associated with the additional $1.3 billion (pre-tax) charge for asbestos litigation related to our wholly owned
subsidiary, Quigley Company, Inc. (for additional information, see Notes to Consolidated Financial Statements— Note 19. Legal Proceedings and Contingencies );

* higher interest expense of $566 million in 2010, primarily associated with the $13.5 billion of senior unsecured notes that we issued in March 2009 and the approximately $10.5 billion of
senior unsecured notes that we issued in June 2009 to partially finance the acquisition of Wyeth, as well as the addition of legacy Wyeth debt;
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* lower interest income of $344 million in 2010, primarily due to lower interest rates coupled with lower average investment balances; and

« the non-recurrence of a $482 million gain recorded in 2009 related to ViiV (see further discussion in the “Our Business Development Initiatives” section of this Financial Review),
partially offset primarily by:

» higher royalty-related income of $336 million in 2010, primarily due to the addition of legacy Wyeth royalties.

2009 vs. 2008

Other deductions—net decreased by $1.7 billion in 2009, compared to 2008, which primarily reflects:

« the non-recurrence of charges recorded in 2008 of approximately $2.3 billion related to the resolution of certain investigations concerning Bextra and various other products;

« the non-recurrence of litigation-related charges recorded in 2008 of approximately $900 million associated with the resolution of certain litigation involving our non-steroidal anti-
inflammatory (NSAID) pain medicines; and

¢ a$482 million gain recorded in 2009 related to ViiV (see further discussion in the “Our Business Development Initiatives” section of this Financial Review),
partially offset by:

* higher interest expense of $717 million primarily associated with the $13.5 billion of senior unsecured notes that we issued in March 2009 and the approximately $10.5 billion of senior
unsecured notes that we issued in June 2009, to partially finance the acquisition of Wyeth, as well as the addition of legacy Wyeth debt;

« lower interest income of $542 million, primarily due to lower interest rates, partially offset by higher cash balances;
» asset impairment charges of $417 million, primarily associated with certain materials used in our research and development activities that no longer were considered recoverable; and

» the non-recurrence of a one-time cash payment received in 2008 of $425 million, pre-tax, in exchange for the termination of a license agreement, including the right to receive future
royalties and a gain of $211 million related to the sale of a building in Korea.

For additional information about the asset impairment charges in each year, see the “Accounting Policies—Asset Impairment Reviews—Long-Lived Assets” section of this Financial Review as
well as Notes to Consolidated Financial Statements— Note 2. Acquisition of Wyeth, Note 3B. Other Significant Transactions and Events: Asset Impairment Charges and Note 12B. Goodwill
and Other Intangible Assets: Other Intangible Assets.

Provision for Taxes on Income

During the fourth quarter of 2010, we reached a settlement with the U.S. Internal Revenue Service (IRS) related to issues we had appealed with respect to the audits of the Pfizer Inc. tax
returns for the years 2002 through 2005, as well as the Pharmacia audit for the year 2003 through the date of merger with Pfizer (April 16, 2003). The IRS concluded its examination of the
aforementioned tax years and issued a final Revenue Agent’s Report (RAR). We have agreed with all of the adjustments and computations contained in the RAR. As a result of settling these
audit years, in the fourth quarter of 2010, we reduced our unrecognized tax benefits by approximately $1.4 billion and reversed the related interest accruals by approximately $600 million, both
of which had been classified in Other taxes payable , and recorded a corresponding tax benefit in Provision for taxes on income (see Notes to Consolidated Financial Statements— Note 7.
Taxes on Income ).

Our effective tax rate for continuing operations was 11.9% in 2010, 20.3% in 2009 and 17.0% in 2008. The lower tax rate in 2010 compared to 2009 is primarily the result of:

« the aforementioned $1.4 billion reduction in unrecognized tax benefits and $600 million in interest on these unrecognized tax benefits, which were recorded as a result of the favorable tax
audit settlement pertaining to prior years;

* a$320 million reduction in unrecognized tax benefits and $140 million in interest on these unrecognized tax benefits resulting from the resolution of certain tax positions pertaining to prior
years with various foreign tax authorities as well as from the expiration of the statute of limitations; and

« the tax impact of the charge incurred for asbestos litigation,
partially offset by:
< higher expenses, incurred as a result of our acquisition of Wyeth, and the mix of jurisdictions in which those expenses were incurred;

« the write-off of the deferred tax asset of approximately $270 million related to the Medicare Part D subsidy for retiree prescription drug coverage, resulting from changes in the U.S.
Healthcare Legislation concerning the tax treatment of that subsidy effective for tax years beginning after December 31, 2012; and
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« the non-recurrence of a tax benefit of $174 million that was recorded in the third quarter of 2009 related to the final resolution of a previously disclosed settlement that resulted in the receipt
of information that raised our assessment of the likelihood of prevailing on the technical merits of our tax position, and the non-recurrence of the $556 million tax benefit recorded in the
fourth quarter of 2009 related to the sale of one of our biopharmaceutical companies, Vicuron Pharmaceuticals, Inc. Both items are discussed further below.

The higher tax rate for 2009, compared to 2008, is primarily due to the increased tax costs associated with certain business decisions executed to finance the Wyeth acquisition, partially offset
by a tax benefit of $556 million recorded in the fourth quarter of 2009 related to the sale of one of our biopharmaceutical companies, Vicuron Pharmaceuticals, Inc., and a tax benefit of $174
million recorded in the third quarter of 2009 related to the resolution of certain investigations concerning Bextra and various other products that resulted in the receipt of information that raised
our assessment of the likelihood of prevailing on the technical merits of our tax position. The higher tax rate in 2009 also was partially offset by the decrease in IPR&D charges, which generally
are not deductible for tax purposes. Also, the 2008 tax rate reflects tax benefits of $305 million related to favorable tax settlements for multiple tax years and $426 million related to the sale of
one of our biopharmaceutical companies, Esperion Therapeutics, Inc., which were both recorded in the first half of 2008. 2008 also reflects the impact of the third-quarter 2008 provision for the
proposed resolution of certain Bextra and Celebrex civil litigation and the impact of the fourth-quarter 2008 provision for the proposed resolution of certain investigations which were either not
deductible or deductible at lower rates.

Tax Law Changes

On August 10, 2010, the President of the United States signed into law the Education Jobs and Medicaid Assistance Act of 2010 (the Act), which includes education and Medicaid funding
provisions, the cost of which is offset with revenues that result from changes to certain aspects of the tax treatment of the foreign-source income of U.S.-based companies. Given the effective
dates of the various provisions of the Act, it had no impact on our 2010 results. The Act will have a negative impact on our results beginning in 2011. The impact of the Act will be recorded in
Provision for taxes on income. The impact this year and next year is reflected in our financial guidance for 2011 and our financial targets for 2012.

On October 25, 2010, the Governor of Puerto Rico signed into law Act 154 to modify the Puerto Rico source-of-income rules and implement an excise tax on the purchase of products by
multinational corporations and their subsidiaries from their Puerto Rico affiliates that will be in effect from 2011 through 2016. Act 154 had no impact on our 2010 results, since it does not
become effective until 2011. Act 154 will have a negative impact on our results in 2011 through 2016. The impact of Act 154 will be recorded in Cost of sales and Provision for taxes on income.
The impact this year and next year is reflected in our financial guidance for 2011 and our financial targets for 2012.

For additional information on our 2011 guidance and 2012 targets, see the “Our Financial Guidance for 2011” and “Our Financial Targets for 2012 sections of this Financial Review.

Adjusted Income

General Description of Adjusted Income Measure

Adjusted income is an alternative view of performance used by management, and we believe that investors’ understanding of our performance is enhanced by disclosing this performance
measure. We report Adjusted income in order to portray the results of our major operations—the discovery, development, manufacture, marketing and sale of prescription medicines for
humans and animals, consumer healthcare (over-the-counter) products, vaccines and nutritional products—prior to considering certain income statement elements. We have defined Adjusted
income as Net income attributable to Pfizer Inc. before the impact of purchase accounting for acquisitions, acquisition-related costs, discontinued operations and certain significant items. The
Adjusted income measure is not, and should not be viewed as, a substitute for U.S. GAAP net income. Adjusted total costs represent the total of Adjusted cost of sales, Adjusted SI&A
expenses and Adjusted R&D expenses, which are income statement line items prepared on the same basis as, and are components of, the overall Adjusted income measure.

The Adjusted income measure is an important internal measurement for Pfizer. We measure the performance of the overall Company on this basis in conjunction with other performance
metrics. The following are examples of how the Adjusted income measure is utilized:

« senior management receives a monthly analysis of our operating results that is prepared on an Adjusted income basis;
« our annual budgets are prepared on an Adjusted income basis; and

« senior management's annual compensation is derived, in part, using this Adjusted income measure. Adjusted income is one of the performance metrics utilized in the determination of
bonuses under the Pfizer Inc. Executive Annual Incentive Plan that is designed to limit the bonuses payable to the Executive Leadership Team (ELT) for purposes of Internal Revenue
Code Section 162(m). Subject to the Section 162(m) limitation, the bonuses are funded from a pool based on the achievement of three financial metrics, including adjusted diluted earnings
per share, which is derived from Adjusted income. Beginning in 2010, these metrics derived from Adjusted income account for (i) between 7% and 13% of the target bonus for ELT
members and (ii) 33% of the bonus pool made available to ELT members and other members of senior management.

Despite the importance of this measure to management in goal setting and performance measurement, we stress that Adjusted income is a non-GAAP financial measure that has no
standardized meaning prescribed by U.S. GAAP and, therefore, has limits in its usefulness to investors. Because of its non-standardized definition, Adjusted income (unlike U.S. GAAP net
income) may not be comparable to the calculation of similar measures of other companies. Adjusted income is presented solely to permit investors to more fully understand how management
assesses performance.
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We also recognize that, as an internal measure of performance, the Adjusted income measure has limitations, and we do not restrict our performance-management process solely to this
metric. A limitation of the Adjusted income measure is that it provides a view of our operations without including all events during a period, such as the effects of an acquisition or amortization
of purchased intangibles, and does not provide a comparable view of our performance to other companies in the biopharmaceutical industry. We also use other specifically tailored tools
designed to achieve the highest levels of performance. For example, our R&D organization has productivity targets, upon which its effectiveness is measured. In addition, the earn-out of
Performance Share Award grants is determined based on a formula that measures our performance using relative total shareholder return.

Purchase Accounting Adjustments

Adjusted income is calculated prior to considering certain significant purchase accounting impacts resulting from business combinations and net asset acquisitions. These impacts can include
the incremental charge to cost of sales from the sale of acquired inventory that was written up to fair value, amortization related to the increase in fair value of the acquired finite-lived intangible
assets acquired from Pharmacia and Wyeth, depreciation related to the increase/decrease in fair value of the acquired fixed assets, amortization related to the increase in fair value of acquired
debt and charges for purchased IPR&D. Therefore, the Adjusted income measure includes the revenues earned upon the sale of the acquired products without considering the aforementioned
significant charges.

Certain of the purchase accounting adjustments associated with a business combination, such as the amortization of intangibles acquired as part of our acquisition of Wyeth in 2009 and
Pharmacia in 2003, can occur through 20 or more years, but this presentation provides an alternative view of our performance that is used by management to internally assess business
performance. We believe the elimination of amortization attributable to acquired intangible assets provides management and investors an alternative view of our business results by trying to
provide a degree of parity to internally developed intangible assets for which research and development costs previously have been expensed.

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

Acquisition-Related Costs

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

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

The integration and restructuring costs associated with a business combination may occur over several years, with the more significant impacts ending within three years of the transaction.
Because of the need for certain external approvals for some actions, the span of time needed to achieve certain restructuring and integration activities can be lengthy. For example, due to the
highly regulated nature of the pharmaceutical business, the closure of excess facilities can take several years, as all manufacturing changes are subject to extensive validation and testing and
must be approved by the FDA and/or other global regulatory authorities.

Discontinued Operations

Adjusted income is calculated prior to considering the results of operations included in discontinued operations, as well as any related gains or losses on the sale of such operations. We
believe that this presentation is meaningful to investors because, while we review our businesses and product lines for strategic fit with our operations, we do not build or run our businesses
with the intent to sell them.

Certain Significant Iltems

Adjusted income is calculated prior to considering certain significant items. Certain significant items represent substantive, unusual items that are evaluated on an individual basis. Such
evaluation considers both the quantitative and the qualitative aspect of their unusual nature. Unusual, in this context, may represent items that are not part of our ongoing business; items that,
either as a result of their nature or size, we would not expect to occur as part of our normal business on a regular basis; items that would be non-recurring; or items that relate to products we
no longer sell. While not all-inclusive, examples of items that could be included as certain significant items would be a major non-acquisition-related restructuring charge and associated
implementation costs for a program that is specific in nature with a defined term, such as those related to our non-acquisition-related cost-reduction initiatives; charges related to certain sales
or disposals of products or facilities that do not qualify as discontinued operations as defined by U.S. GAAP; amounts associated with transition service agreements in support of discontinued
operations after sale; certain intangible asset impairments; adjustments related to the resolution of certain tax positions; the impact of adopting certain significant, event-
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driven tax legislation; net interest expense incurred through the consummation date of the acquisition of Wyeth on acquisition-related borrowings made prior to that date; or possible charges
related to legal matters, such as certain of those discussed in Notes to Consolidated Financial Statements— Note 19. Legal Proceedings and Contingencies, in Legal Proceedings in our 2010
Annual Report on Form 10-K and in Part II—Other Information; Item 1. Legal Proceedings in our Quarterly Reports on Form 10-Q filings. Normal, ongoing defense costs of the Company or
settlements and accruals on legal matters made in the normal course of our business would not be considered certain significant items.

Reconciliation
A reconciliation of Net income attributable to Pfizer Inc. , as reported under U.S. GAAP to Adjusted income follows:

YEAR ENDED DECEMBER 31, % CHANGE
(MILLIONS OF DOLLARS) 2010 2009 2008 10/09 09/08
Reported net income attributable to Pfizer Inc. $ 8,257 $ 8,635 $ 8,104 4) 7
Purchase accounting adjustments—net of tax 6,109 2,633 2,439 132 8
Acquisition-related costs—net of tax 2,909 2,859 39 2 *
Discontinued operations—net of tax 9 (14) (78) * 82
Certain significant items—net of tax 699 89 5,862 * (98)
Adjusted income @) $17,983 $14,202 $16,366 27 (13)

@The effective tax rate on Adjusted income was 29.8% in 2010, 29.5% in 2009 and 22.0% in 2008. The higher tax rate on Adjusted income in 2010 is primarily due to, the change in the
jurisdictional mix of earnings and the write-off of the deferred tax asset of approximately $270 million related to the Medicare Part D subsidy for retiree prescription drug coverage resulting
from changes in the U.S. Healthcare Legislation concerning the tax treatment of that subsidy effective for tax years beginning after December 31, 2012, partially offset by the extension of the
U.S. research and development credit and $460 million in tax benefits for the resolution of certain tax positions pertaining to prior years with various foreign tax authorities.

* Calculation not meaningful.

Certain amounts and percentages may reflect rounding adjustments.

A reconciliation of Reported diluted EPS as reported under U.S. GAAP to Adjusted diluted EPS follows:

YEAR ENDED DECEMBER 31, % CHANGE
2010 2009 2008 10/09 09/08
Earnings per common share—diluted:

Reported income from continuing operations attributable to Pfizer Inc. common shareholders (@) $ 1.02 $1.23 $1.19 a7) 3
Income from discontinued operations——net of tax — — 0.01 — (100)
Reported net income attributable to Pfizer Inc. common shareholders 1.02 1.23 1.20 a7) 3
Purchase accounting adjustments—net of tax 0.76 0.38 0.36 100 6
Acquisition-related costs—net of tax 0.36 0.40 — (10) *
Discontinued operations—net of tax — — (0.01) — 100
Certain significant items—net of tax 0.09 0.01 0.87 * (99)
Adjusted Net income attributable to Pfizer Inc. common shareholders & $ 2.23 $2.02 $2.42 10 a7)

(a)Reported and Adjusted diluted earnings per share in 2010 and 2009 were impacted by the increased number of shares outstanding in comparison with 2008, resulting primarily from shares
issued to partially fund the Wyeth acquisition.

* Calculation not meaningful.

Certain amounts and percentages may reflect rounding adjustments.
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Adjusted income as shown above excludes the following items:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009 2008
Purchase accounting adjustments:
Amortization, depreciation and other (@) $ 5,228 $2,743 $ 2,546
Cost of sales, primarily related to fair value adjustments of acquired inventory 2,904 976 —
In-process research and development charges () 125 68 633
Total purchase accounting adjustments, pre-tax 8,257 3,787 3,179
Income taxes (2,148) (1,154) (740)
Total purchase accounting adjustments—net of tax 6,109 2,633 2,439
Acquisition-related costs:
Transaction costs (©) 23 768 —
Integration costs () 1,004 569 6
Restructuring charges (©) 2,187 2,608 43
Additional depreciation—asset restructuring (¢) 787 81 —
Total acquisition-related costs, pre-tax 4,001 4,026 49
Income taxes (1,092) (1,167) (10)
Total acquisition-related costs—net of tax 2,909 2,859 39
Total discontinued operations—net of tax 9 (14) (78)
Certain significant items:
Restructuring charges—cost-reduction initiatives (€) — 392 2,626
Implementation costs—cost-reduction initiatives () — 410 1,605
Certain legal matters (9) 1,703 294 3,249
Net interest expense—Wyeth acquisition (") — 589 —
Certain asset impairment charges (1) 2,151 294 213
Inventory write-off () 212 — —
Returns liabilities adjustment ) — — 217
Gain related to Viiv () — (482) —
Other (M (102) 20 180
Total certain significant items, pre-tax 3,964 1,517 8,090
Income taxes (" (3,265) (1,428) (2,228)
Total certain significant items—net of tax 699 89 5,862
Total purchase accounting adjustments, acquisition-related costs, discontinued operations and certain significant items—net
of tax $ 9,726 $ 5,567 $ 8,262

@\ncluded primarily in Amortization of intangible assets (see Notes to Consolidated Financial Statements— Note 12. Goodwill and Other Intangible Assets ).

) Included in Acquisition-related in-process research and development charges (see Notes to Consolidated Financial Statements— Note 3D. Other Significant Transactions and Events:

Acquisitions) .

©included in Restructuring charges and certain acquisition-related costs (see Notes to Consolidated Financial Statements— Note 4. Cost-Reduction Initiatives and Acquisition-Related Costs ).
Amount relates to certain actions taken as a result of our acquisition of Wyeth. Prior to the acquisition of Wyeth on October 15, 2009, additional depreciation for asset restructuring related to
our cost-reduction initiatives was classified as a certain significant item and included in implementation costs. For 2010, included in Cost of sales ($526 million), Selling, informational and
administrative expenses ($227 million) and Research and development expenses ($34 million). For 2009, included in Cost of sales ($31 million), Selling, informational and administrative

expenses ($37 million) and Research and development expenses ($13 million).

(e)Represents restructuring charges incurred for our cost-reduction initiatives prior to the acquisition of Wyeth on October 15, 2009. Included in Restructuring charges and certain acquisition-

related costs (see Notes to Consolidated Financial Statements— Note 4. Cost-Reduction Initiatives and Acquisition-Related Costs ).

Amounts relate to implementation costs incurred for our cost-reduction initiatives prior to the acquisition of Wyeth on October 15, 2009. Included in Cost of sales ($144 million), Selling,
informational and administrative expenses ($182 million), Research and development expenses ($78 million) and Other deductions—net ($6 million) for 2009. Included in Cost of sales
($745 million), Selling, informational and administrative expenses ($413 million), Research and development expenses ($433 million) and Other deductions—net ($14 million) for 2008 (see
Notes to Consolidated Financial Statements— Note 4. Cost-Reduction Initiatives and Acquisition-Related Costs ). Includes additional depreciation for asset restructuring of $160 million in

2009 and $786 million in 2008.

9)Included in Other deductions—net. For 2010, includes an additional $1.3 billion charge for asbestos litigation related to our wholly owned subsidiary Quigley Company, Inc. (for additional
information, see Notes to Consolidated Financial Statements Note 19. Legal Proceedings and Contingencies ). For 2008, includes approximately $2.3 billion in charges related to the
resolution of certain investigations concerning Bextra and various other products, and approximately $900 million in charges associated with the resolution of certain litigation involving our

NSAID pain medicines (see Notes to Consolidated Financial Statements— Note 3C. Other Significant Transactions and Events: Legal Matters ).

(M) Included in Other deductions—net . Includes interest expense on the senior unsecured notes issued in connection with our acquisition of Wyeth, less interest income earned on the

~_ proceeds of the notes.

"Included in Other deductions—net. Asset impairment charges in 2010 primarily related to intangible assets acquired as part of our acquisition of Wyeth and a charge related to an intangible
asset associated with a legacy Pfizer product, Thelin (see also the “Other (Income)/Deductions—Net” section of this Financial Review and Notes to Consolidated Financial Statements—
Note 2. Acquisition of Wyeth and Note 3B. Other Significant Transactions and Events: Asset Impairment Charges). 2009 amounts primarily represent asset impairment charges associated
with certain materials used in our research and development activities that were no longer considered recoverable. 2008 amounts relate to asset impairment charges and other associated

costs primarily related to certain equity investments and the exit of our Exubera product.
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(Mincluded in Cost of sales (see also the “Costs and Expenses—Cost of Sales” section of this Financial Review and Notes to Consolidated Financial Statements— Note 10. Inventories).
Included in Revenues and reflects an adjustment to the prior years’ liabilities for product returns (see Notes to Consolidated Financial Statements— Note 3F. Other Significant Transactions
and Events: Adjustment of Prior Years’ Liabilities for Product Returns ).

O included in Other deductions—net and represents a gain related to ViiV, a new equity method investment (see Notes to Consolidated Financial Statements— Note 3E. Other Significant

Transactions and Events: Equity Method Investments).
™)in 2008, these charges primarily relate to the exit of a manufacturing plant in Italy and are included in Other deductions—net

(Mincluded in Provision for taxes on income. Includes a $2.0 billion tax benefit recorded in the fourth quarter of 2010 as a result of a settlement of certain audits covering the years 2002 — 2005
(see Notes to Consolidated Financial Statements— Note 3A. Other Significant Transactions and Events: Tax Audit Settlements). Amounts in 2009 include tax benefits of approximately $556
million related to the sale of one of our biopharmaceutical companies, Vicuron, which were recorded in the fourth quarter of 2009, and tax benefits of approximately $174 million related to

the final resolution of the investigations concerning Bextra and various other products referred to above in footnote (g) to this table, which were recorded in the third quarter of 2009. This
resolution resulted in the receipt of information that raised our assessment of the likelihood of prevailing on the technical merits of our tax position. 2008 includes tax benefits of
approximately $426 million related to the sale of one of our biopharmaceutical companies (Esperion Therapeutics, Inc.).

Financial Condition, Liquidity and Capital Resource s

Net Financial Liabilities, as shown below:

AS OF DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009
Financial assets:
Cash and cash equivalents $ 1,735 $ 1,978
Short-term investments 26,277 23,991
Short-term loans 467 1,195
Long-term investments and loans 9,748 13,122
Total financial assets $38,227 $40,286
Debt:
Short-term borrowings, including current portion of long-term debt $ 5,623 $ 5,469
Long-term debt 38,410 43,193
Total debt $44,033 $48,662
Net financial liabilities $(5,806) $(8,376)

We rely largely on operating cash flows, short-term investments, short-term commercial paper borrowings and long-term debt to provide for our liquidity requirements. We believe that we have
the ability to obtain both short-term and long-term debt to meet our financing needs for the foreseeable future. Due to our significant operating cash flows, including the impact on cash flows of
the anticipated cost savings from our cost-reduction initiatives, as well as our financial assets, access to capital markets and available lines of credit and revolving credit agreements, we
continue to believe that we have the ability to meet our liquidity needs for the foreseeable future which include:

« the working capital requirements of our operations, including our research and development activities;

¢ investments in our business;

« dividend payments and potential increases in the dividend rate;

« share repurchases, including our plan to repurchase approximately $5 billion of our common stock in 2011;

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

« paying down outstanding debt;

« contributions to our pension and postretirement plans; and

« business-development activities.

Our long-term debt is rated high quality by both Standard & Poor’s and Moody'’s Investors Service. As market conditions change, we continue to monitor our liquidity position. We have taken
and will continue to take a conservative approach to our financial investments. Both short-term and long-term investments consist primarily of high-quality, highly liquid, well-diversified,

available-for-sale debt securities. Our short-term and long-term loans are due from companies with highly rated securities (Standard & Poor’s ratings of mostly AA or better).

Total financial assets decreased during 2010 due to the repayment of short-term borrowings and higher tax payments made in the first-quarter of 2010 associated mainly with certain business
decisions executed to finance the Wyeth acquisition, partially offset by cash flows from operations.
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Credit Ratings
Two major corporate debt-rating organizations, Moody’s Investors Service (Moody’s) and Standard & Poor’s (S&P), assign ratings to our short-term and long-term debt. The following chart
reflects the current ratings assigned by these rating agencies to our commercial paper and senior unsecured non-credit-enhanced long-term debt issued by us:

COMMERCIAL LONG-TERM DEBT DATE OF LAST
NAME OF RATING AGENCY PAPER RATING OUTLOOK ACTION
Moody's P-1 Al Stable October 2009
S&P Al+ AA Stable October 2009

Debt Capacity

We have available lines of credit and revolving credit agreements with a group of banks and other financial intermediaries. We maintain cash and cash equivalent balances and short-term
investments in excess of our commercial paper and other short-term borrowings. As of December 31, 2010, we had access to $9.0 billion of lines of credit, of which $1.9 billion expire within
one year. Of these lines of credit, $8.4 billion are unused, of which our lenders have committed to loan us $7.0 billion at our request. Also, $7.0 billion of our unused lines of credit, all of which
expire in 2013, may be used to support our commercial paper borrowings.

Global Economic Conditions

The challenging economic environment has not had, nor do we anticipate it will have, a significant impact on our liquidity. Due to our significant operating cash flow, financial assets, access to
capital markets and available lines of credit and revolving credit agreements, we continue to believe that we have the ability to meet our liquidity needs for the foreseeable future. As markets
change, we continue to monitor our liquidity position. There can be no assurance that the challenging economic environment or a further economic downturn would not impact our ability to
obtain financing in the future.

Selected Measures of Liquidity and Capital Resource s
The following table sets forth certain relevant measures of our liquidity and capital resources:

AS OF DECEMBER 31,

(MILLIONS OF DOLLARS, EXCEPT RATIOS AND PER COMMON SHARE DATA) 2010 2009
Cash and cash equivalents and short-term investments and loans @) $28,479 $27,164
Working capital ®) $31,859 $24,445
Ratio of current assets to current liabilities 2.11:1 1.66:1
Shareholders’ equity per common share (¢) $ 10.96 $ 11.19

@ Notes to Consolidated Financial Statements— Note 9B. Financial Instruments: Investments in Debt and Equity Securities for a description of investment assets held, and also see Note
SeegF. Financial Instruments: Credit Risk for a description of credit risk related to our financial instruments held.

‘ capital includes assets held for sale of $561 million as of December 31, 2010, and $496 million as of December 31, 2009.
Working

(c) total Pfizer Inc. shareholders’ equity divided by the actual number of common shares outstanding (which excludes treasury shares and those held by our employee benefit trust).
Represents

The increase in cash and cash equivalents and short-term investments and loans, as of December 31, 2010, compared to December 31, 2009, was primarily due to operating cash flows,
partially offset by the use of proceeds of short-term investments for repayment of short-term borrowings and for tax payments made in 2010, associated mainly with certain business decisions
executed to finance the Wyeth acquisition. The change in working capital and the ratio of current assets to current liabilities was due to the timing of accruals, cash receipts and payments in
the ordinary course of business. We are monitoring developments regarding government receivables in several European markets. Where necessary, we will continue to adjust our allowance
for doubtful accounts.

We funded our business-development transactions that closed in the fourth quarter of 2010 with available cash and the proceeds from short-term investments, and we did the same in

connection with the completion of our tender offer for the shares of King in January 2011. For additional information about these transactions, see the “Our Business Development Initiatives”
section of this Financial Review.

Summary of Cash Flows

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009 2008
Cash provided by/(used in):
Operating activities $ 11,454 $ 16,587 $ 18,238
Investing activities (492) (31,272) (12,835)
Financing activities (11,174) 14,481 (6,560)
Effect of exchange-rate changes on cash and cash equivalents (31) 60 (127)
Net decrease in cash and cash equivalents $ (243 $ (144 $ (1,284)
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Operating Activities
2010 vs. 2009

Our net cash provided by continuing operating activities was $11.5 billion in 2010, compared to $16.6 billion in 2009. The decrease in net cash provided by operating activities was primarily
attributable to:

* income tax payments in 2010 of approximately $11.8 billion, primarily associated with certain business decisions executed to finance the Wyeth acquisition;
partially offset by:
« the inclusion of operating cash flows from legacy Wyeth operations for a full year in 2010;

< the non-recurrence of payments in 2009 in connection with the resolution of certain legal matters related to Bextra and certain other products and our NSAID pain medicines of
approximately $3.2 billion (see Notes to Consolidated Financial Statements— Note 3C. Other Significant Transactions and Events: Legal Matters ); and

« the timing of receipts and payments in the ordinary course of business.
2009 vs. 2008

Our net cash provided by continuing operating activities was $16.6 billion in 2009 compared to $18.2 billion in 2008. The decrease in net cash provided by operating activities was primarily
attributable to:

« the payments made in connection with the resolution of certain legal matters related to Bextra and certain other products and our NSAID pain medicines of approximately $3.2 billion (see
Notes to Consolidated Financial Statements— Note 3C. Other Significant Transactions and Events: Legal Matters ); and

« the timing of other receipts and payments in the ordinary course of business.

In 2010, the cash flow line item called Inventories reflects the significant fair value adjustments for inventory acquired from Wyeth that was sold in 2010; and the cash flow line item called Other
tax accounts, net reflects the tax payments made in connection with the increased tax costs associated with certain business decisions executed to finance the Wyeth acquisition.

In 2009, the cash flow line item called Inventories reflects the significant fair value adjustments for inventory acquired from Wyeth that was sold since the acquisition date of October 15, 2009;
the cash flow line item called Accounts payable and other liabilities reflects $3.2 billion in payments associated with the resolution of certain legal matters related to Bextra and various other
products and our NSAID pain medicines more than offset by the timing of accruals, receipts and payments in the ordinary course of business; and the cash flow line item called Other tax
accounts, net reflects current taxes provided but not yet paid as of December 31, 2009 due to the increased tax costs associated with certain business decisions executed to finance the Wyeth
acquisition.

In 2008, the cash flow line item called Accounts payable and other liabilities primarily reflects the $3.2 billion accrued in 2008 for the resolution of certain legal matters related to Bextra and
various other products and our NSAID pain medicines but not yet paid as of December 31, 2008.

Investing Activities

2010 vs. 2009

Our net cash used in investing activities was $492 million in 2010, compared to $31.3 billion in 2009. The decease in net cash used in investing activities was primarily attributable to:
* net cash paid for acquisitions of $198 million in 2010 compared to $43.1 billion in 2009 for the acquisition of Wyeth, and

* net proceeds from redemption and sales of investments of $23 million in 2010, which were used for repayment of short-term borrowings and for tax payments in 2010, compared to net
proceeds from redemptions and sales of investments of $12.4 billion in 2009.

2009 vs. 2008

Our net cash used in investing activities was $31.3 billion in 2009 compared to $12.8 billion in 2008. The increase in net cash used in investing activities was primarily attributable to:
« net cash paid for the acquisition of Wyeth,

partially offset by:

* net proceeds from redemptions and sales of investments of $12.4 billion in 2009 compared to net purchases of investments of $8.3 billion in 2008.

In 2008, the cash flow line item called Other investing activities primarily reflects a $1.2 billion payment by us upon the redemption of a Swedish krona currency swap. In a related transaction,
this payment was offset by the receipt of cash in our operating activities.

2010 Financial Report 43



Financial Review

Pfizer Inc. and Subsidiary Companies

Financing Activities
2010 vs. 2009

Our net cash used in financing activities was $11.2 billion in 2010 compared to net cash provided by financing activities of $14.5 billion in 2009. The change in financing cash flows was
primarily attributable to:

* net repayments of borrowings of $4.2 billion in 2010, compared to net proceeds from borrowings of $20.1 billion in 2009, primarily reflecting the proceeds from our issuance of $13.5 billion
of senior unsecured notes in the first quarter of 2009 and our issuance of approximately $10.5 billion of senior unsecured notes in the second quarter of 2009;

« purchases of our common stock of $1.0 billion in 2010, compared to no purchases in 2009; and
« higher dividend payments in 2010, compared to 2009.
2009 vs. 2008

Our net cash provided by financing activities was $14.5 billion in 2009 compared to net cash used in financing activities of $6.6 billion in 2008. The change in cash activity for financing activities
was primarily attributable to:

* net borrowings of $20.1 billion in 2009, primarily reflecting the proceeds from our issuance of $13.5 billion of senior unsecured notes in the first quarter of 2009 and the proceeds from our
issuance of approximately $10.5 billion of senior unsecured notes in the second quarter of 2009 compared to net borrowings of $2.4 billion in 2008;

« lower dividend payments in 2009 compared to 2008; and
* no open market purchases of common stock in 2009 compared to $500 million of purchases in 2008.

On June 23, 2005, we announced that the Board of Directors authorized a $5 billion share-purchase plan (the “2005 Stock Purchase Plan”). On June 26, 2006, we announced that the Board of
Directors increased the authorized amount of shares to be purchased under the 2005 Stock Purchase Plan from $5 billion to $18 billion. On January 23, 2008, we announced that the Board of
Directors authorized a new $5 billion share-purchase plan (the “2008 Stock Purchase Plan”), to be funded by operating cash flows that may be utilized from time to time. In total under the 2005
and 2008 Stock Purchase Plans, through December 31, 2010, we have purchased approximately 771 million shares for approximately $19.5 billion. We purchased approximately 61 million
shares of our common stock in 2010, and we did not purchase any shares of our common stock in 2009.

On February 1, 2011 we announced that the Board of Directors authorized a new $5 billion share-repurchase plan, which, together with the balance remaining under the 2008 Stock Purchase
Plan, increased our total current authorization to $9 billion. During 2011, we anticipate repurchasing approximately $5 billion of our common stock, with the remaining authorized amount
available in 2012 and beyond.

Contractual Obligations
Payments due under contractual obligations as of December 31, 2010, mature as follows:

YEARS
OVER 1 OVER 3
AFTER
(MILLIONS OF DOLLARS) TOTAL WITHIN 1 TO 3 TO 5 5
Long-term debt, including interest obligations @) $64,600 $ 5,363 $10,933 $10,637 $37,667
Other long-term liabilities reflected on our consolidated balance sheet under U.S. GAAP () 5,271 535 981 1,029 2,726
Lease commitments (€) 1,469 188 300 211 770
Purchase obligations and other () 3,560 1,569 996 780 215

Uncertain tax positions (€ 934 934 — _ _

(@)our long-term debt obligations include both our expected principal and interest obligations. Our calculations of expected interest payments incorporate only current period assumptions for
interest rates, foreign currency translation rates and hedging strategies (see Notes to Consolidated Financial Statements— Note 9. Financial Instruments ). Long-term debt consists of
senior unsecured notes including fixed and floating rate, foreign currency denominated, and other notes.

(") Includes expected payments relating to our unfunded U.S. supplemental (non-qualified) pension plans, postretirement plans and deferred compensation plans.

Olncludes operating and capital lease obligations.

Includes agreements to purchase goods and services that are enforceable and legally binding and includes amounts relating to advertising, information technology services, employee
benefit administration services, and potential milestone payments deemed reasonably likely to occur.

©)Except for amounts reflected in Income taxes payable , we are unable to predict the timing of tax settlements, as tax audits can involve complex issues and the resolution of those issues

may span multiple years, particularly if subject to negotiation or litigation.

The above table excludes amounts for potential milestone payments under collaboration, licensing or other arrangements unless the payments are deemed reasonably likely to occur.

Payments under these agreements generally become due and payable only upon the achievement of certain development, regulatory and/or commercialization milestones, which may span
several years and which may never occur.
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In 2011, we expect to spend approximately $1.7 billion on property, plant and equipment. Planned capital spending mostly represents investment to maintain existing facilities and capacity. We
rely largely on operating cash flow to fund our capital investment needs. Due to our significant operating cash flows, we believe we have the ability to meet our capital investment needs and
anticipate no delays to planned capital expenditures.

Off-Balance Sheet Arrangements

In the ordinary course of business and in connection with the sale of assets and businesses, we often indemnify our counterparties against certain liabilities that may arise in connection with a
transaction or that are related to activities prior to a transaction. These indemnifications typically pertain to environmental, tax, employee and/or product-related matters, and patent-
infringement claims. If the indemnified party were to make a successful claim pursuant to the terms of the indemnification, we would be required to reimburse the loss. These indemnifications
generally are subject to threshold amounts, specified claim periods and other restrictions and limitations. Historically, we have not paid significant amounts under these provisions and, as of
December 31, 2010, recorded amounts for the estimated fair value of these indemnifications are not significant.

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

Dividends on Common Stock
We declared dividends of $6.1 billion in 2010 and $5.5 billion in 2009 on our common stock. In December 2010, our Board of Directors declared a first-quarter 2011 dividend of $0.20 per
share, payable on March 1, 2011, to shareholders of record at the close of business on February 4, 2011. The first-quarter 2011 cash dividend will be our 289 t consecutive quarterly dividend.

Our current and projected dividends provide a return to shareholders while maintaining sufficient capital to invest in growing our businesses and increasing shareholder value. Our dividends

are not restricted by debt covenants. While the dividend level remains a decision of Pfizer's Board of Directors and will continue to be evaluated in the context of future business performance,
we currently believe that we can support future annual dividend increases, barring significant unforeseen events.

New Accounting Standards

Recently Adopted Accounting Standards
See Notes to Consolidated Financial Statements— Note 1B. Significant Accounting Policies: New Accounting Standards.

Recently Issued Accounting Standards, Not Adopted a s of December 31, 2010

In December 2010, the FASB issued an accounting standard update that provides guidance on the recognition and presentation of the annual fee to be paid by pharmaceutical companies
beginning on January 1, 2011 to the U.S. Treasury as a result of U.S. Healthcare Legislation. As a result of adopting this new standard, beginning on January 1, 2011, we will record the annual
fee as an operating expense in our consolidated statements of income. The provisions of this standard will not have a significant impact on our consolidated financial statements.

In October 2009, the FASB issued an accounting standard update that addresses the accounting for multiple-deliverable arrangements to enable companies to account for certain products or
services separately rather than as a combined unit. This update addresses how to separate deliverables and how to measure and allocate arrangement consideration to one or more units of
accounting through the use of a selling price hierarchy to determine the selling price of a deliverable. The provisions of the new standard were adopted January 1, 2011, and we do not expect
the provisions of this standard to have a significant impact on our consolidated financial statements.

Forward -Looking Information and Factors That May Affect Fut ure Results

The SEC encourages companies to disclose forward-looking information so that investors can better understand a company’s future prospects and make informed investment decisions. This
report and other written or oral statements that we make from time to time contain such forward-looking statements that set forth anticipated results based on management’s plans and
assumptions. Such forward-looking statements involve substantial risks and uncertainties. We have tried, wherever possible, to identify such statements by using words such as “will,”
“anticipate,” “estimate,” “expect,” “project,” “intend,” “plan,” “believe,” “target,” “forecast,” and other words and terms of similar meaning or by using future dates in connection with any
discussion of future operating or financial performance, business plans and prospects, in-line products and product candidates, and share-repurchase and dividend-rate plans. In particular,
these include statements relating to future actions, business plans and prospects, prospective products or product approvals, future performance or results of current and anticipated products,
sales efforts, expenses, interest rates, foreign exchange rates, the outcome of contingencies, such as legal proceedings, share-repurchase and dividend-rate plans, and financial results,
including, in particular, the financial guidance and targets and anticipated cost savings set forth in the “Cost-Reduction and Productivity Initiatives and Related Costs”, “Our Financial Guidance
for 2011” and “Our Financial Targets for 2012” sections of this Financial Review. Among the factors that could cause actual results to differ materially from past and projected future results are
the following:

« Success of research and development activities including, without limitation, the ability to meet anticipated clinical trial completion dates, regulatory submission and approval dates, and
launch dates for product candidates;

« Decisions by regulatory authorities regarding whether and when to approve our drug applications, as well as their decisions regarding labeling, ingredients and other matters that could
affect the availability or commercial potential of our products;

« Speed with which regulatory authorizations, pricing approvals and product launches may be achieved;
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« Success of external business-development activities;

« Competitive developments, including the impact on our competitive position of new product entrants, in-line branded products, generic products, private label products and product
candidates that treat diseases and conditions similar to those treated by our in-line products and product candidates;

« Ability to meet generic and branded competition after the loss of patent protection for our products or competitor products;
«  Ability to successfully market both new and existing products domestically and internationally;

« Difficulties or delays in manufacturing;

« Trade buying patterns;

« Impact of existing and future legislation and regulatory provisions on product exclusivity;

« Trends toward managed care and healthcare cost containment;

« Impact of U.S. healthcare legislation enacted in 2010—the Patient Protection and Affordable Care Act, as amended by the Health Care and Education Reconciliation Act—and of any
modification, repeal or invalidation of any of the provisions thereof;

« U.S. legislation or regulatory action affecting, among other things, pharmaceutical product pricing, reimbursement or access, including under Medicaid, Medicare and other publicly funded
or subsidized health programs; the importation of prescription drugs from outside the U.S. at prices that are regulated by governments of various foreign countries; direct-to-consumer
advertising and interactions with healthcare professionals; and the use of comparative effectiveness methodologies that could be implemented in a manner that focuses primarily on the
cost differences and minimizes the therapeutic differences among pharmaceutical products and restricts access to innovative medicines;

« Legislation or regulatory action in markets outside the U.S. affecting pharmaceutical product pricing, reimbursement or access;

« Contingencies related to actual or alleged environmental contamination;

« Claims and concerns that may arise regarding the safety or efficacy of in-line products and product candidates;

« Significant breakdown, infiltration or interruption of our information technology systems and infrastructure;

« Legal defense costs, insurance expenses, settlement costs and the risk of an adverse decision or settlement related to product liability; patent protection; government investigations;
consumer, commercial, securities, environmental and tax issues; ongoing efforts to explore various means for resolving asbestos litigation; and other legal proceedings;

<  Ability to protect our patents and other intellectual property both domestically and internationally;

« Interest rate and foreign currency exchange rate fluctuations;

« Governmental laws and regulations affecting domestic and foreign operations including, without limitation, tax obligations and changes affecting the tax treatment by the U.S. of income
earned outside the U.S. that result from the enactment in August 2010 of the Education Jobs and Medicaid Assistance Act of 2010 and that may result from pending and possible future
proposals;

« Changes in U.S. generally accepted accounting principles;

« Uncertainties related to general economic, political, business, industry, regulatory and market conditions, including, without limitation, uncertainties related to the impact on us, our lenders,
our customers, our suppliers and counterparties to our foreign-exchange and interest-rate agreements of challenging global economic conditions and recent and possible future changes in
global financial markets;

« Any changes in business, political and economic conditions due to actual or threatened terrorist activity in the U.S. and other parts of the world and related U.S. military action overseas;

« Growth in costs and expenses;

« Changes in our product, segment and geographic mix; and

« Impact of acquisitions, divestitures, restructurings, product recalls and withdrawals and other unusual items, including our ability to successfully implement our announced plans regarding
the Company’s research and development function, including the planned exit from the Company’s Sandwich, U.K. site, subject to works council and union consultations, as well as our
ability to realize the projected benefits of our acquisitions of Wyeth and King and of our cost-reduction initiatives, including those related to the Wyeth integration and to our research and
development function.

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 anticipated results is

subject to substantial risks, uncertainties and inaccurate assumptions. Should known or unknown risks or uncertainties materialize or should underlying assumptions prove inaccurate, actual
results could vary materially from past results and those anticipated, estimated or projected. Investors should bear this in mind as they consider forward-looking statements.
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We undertake no obligation to publicly update forward-looking statements, whether as a result of new information, future events or otherwise. You are advised, however, to consult any further
disclosures we make on related subjects in our Form 10-Q, 8-K and 10-K reports and our other filings with the SEC.

Certain risks, uncertainties and assumptions are discussed here and under the heading entitled “Risk Factors” in Item 1A. of our Annual Report on Form 10-K for the year ended December 31,
2010, which will be filed in February 2011. We note these factors for investors as permitted by the Private Securities Litigation Reform Act of 1995. You should understand that it is not possible
to predict or identify all such factors. Consequently, you should not consider any such list to be a complete set of all potential risks or uncertainties.

This report includes discussion of certain clinical studies relating to various in-line products and/or product candidates. These studies typically are part of a larger body of clinical data relating to
such products or product candidates, and the discussion herein should be considered in the context of the larger body of data. In addition, clinical trial data are subject to differing
interpretations, and, even when we view data as sufficient to support the safety and/or effectiveness of a product candidate or a new indication for an in-line product, regulatory authorities may
not share our views and may require additional data or may deny approval altogether.

Financial Risk Management

The overall objective of our financial risk management program is to seek to minimize the impact of foreign exchange rate movements and interest rate movements on our earnings. We
manage these financial exposures through operational means and by using various financial instruments. These practices may change as economic conditions change.

Foreign Exchange Risk— A significant portion of our revenues and earnings is exposed to changes in foreign exchange rates. We seek to manage our foreign exchange risk in part through
operational means, including managing same-currency revenues in relation to same-currency costs and same-currency assets in relation to same-currency liabilities.

Foreign exchange risk is also managed through the use of foreign currency forward-exchange contracts. These contracts are used to offset the potential earnings effects from mostly
intercompany short-term foreign currency assets and liabilities that arise from operations. Foreign currency swaps are used to offset the potential earnings effects from foreign currency debt.
We also use foreign currency forward-exchange contracts and foreign currency swaps to hedge the potential earnings effects from short-term and long-term foreign currency investments, third-
party loans and intercompany loans.

In addition, under certain market conditions, we protect against possible declines in the reported net investments of our Japanese yen and, prior to 2009, Swedish krona and certain euro
functional-currency subsidiaries. In these cases, we use currency swaps or foreign currency debt.

Our financial instrument holdings at year-end were analyzed to determine their sensitivity to foreign exchange rate changes. The fair values of these instruments were determined using various
methodologies. For additional details, see Notes to Consolidated Financial Statements— Note 9A. Financial Instruments: Selected Financial Assets and Liabilities. In this sensitivity analysis,
we assumed that the change in one currency’s rate relative to the U.S. dollar would not have an effect on other currencies’ rates relative to the U.S. dollar; all other factors were held constant.

If the dollar were to devalue against all other currencies by 10%, the expected adverse impact on net income related to our financial instruments would be immaterial. For additional details, see
Notes to Consolidated Financial Statements— Note 9E. Financial Instruments: Derivative Financial Instruments and Hedging Activities .

Interest Rate Risk— Our U.S. dollar interest-bearing investments, loans and borrowings are subject to interest rate risk. We also are subject to interest rate risk on euro debt, investments and
currency swaps, U.K. debt and currency swaps, Japanese yen short and long-term borrowings and currency swaps, and, prior to 2009, Swedish krona currency swaps. We seek to invest, loan
and borrow primarily on a short-term or variable-rate basis. From time to time, depending on market conditions, we will fix interest rates either through entering into fixed-rate investments and
borrowings or through the use of derivative financial instruments such as interest rate swaps. In light of current market conditions, our current borrowings are primarily on a long-term, fixed-rate
basis. We may change this practice as market conditions change.

Our financial instrument holdings at year-end were analyzed to determine their sensitivity to interest rate changes. The fair values of these instruments were determined using various
methodologies. For additional details, see Notes to Consolidated Financial Statements— Note 9A. Financial Instruments: Selected Financial Assets and Liabilities . In this sensitivity analysis,
we used a one hundred basis point parallel shift in the interest rate curve for all maturities and for all instruments; all other factors were held constant. If there were a one hundred basis point
decrease in interest rates, the expected adverse impact on net income related to our financial instruments would be immaterial.

Legal Proceedings and Contingencies

We and certain of our subsidiaries are involved in various patent, product liability, consumer, commercial, securities, environmental and tax litigations and claims; government investigations;
and other legal proceedings that arise from time to time in the ordinary course of our business. We do not believe any of them will have a material adverse effect on our financial position (see
Notes to Consolidated Financial Statements— Note 19. Legal Proceedings and Contingencies).

We record accruals for income tax contingencies to the extent that we conclude that a tax position is not sustainable under a “more likely than not” standard and we record our estimate of the
potential tax benefits in one tax jurisdiction that could result from the payment of income taxes in another tax jurisdiction when we conclude that the potential recovery is more likely than not
(see Notes to Consolidated Financial Statements— Note 1P. Significant Accounting Policies: Deferred Tax Assets and Income Tax
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Contingencies ). We also evaluate tax matters that are sustainable under the “more-likely-than-not” standard in determining our accruals for income tax contingencies. We record accruals for
all other contingencies to the extent that we conclude their occurrence is probable and the related damages are estimable, and we record anticipated recoveries under existing insurance
contracts when assured of recovery. If a range of liability is probable and estimable and some amount within the range appears to be a better estimate than any other amount within the range,
we accrue that amount. If a range of liability is probable and estimable and no amount within the range appears to be a better estimate than any other amount within the range, we accrue the
minimum of such probable range. Many claims involve highly complex issues relating to causation, label warnings, scientific evidence, actual damages and other matters. Often these issues
are subject to substantial uncertainties and, therefore, the probability of loss and an estimation of damages are difficult to ascertain. Consequently, we cannot reasonably estimate the
maximum potential exposure or the range of possible loss in excess of amounts accrued for these contingencies. These assessments can involve a series of complex judgments about future
events and can rely heavily on estimates and assumptions (see Notes to Consolidated Financial Statements— Note 1C. Significant Accounting Policies: Estimates and Assumptions ). Our
assessments are based on estimates and assumptions that have been deemed reasonable by management. Litigation is inherently unpredictable, and excessive verdicts do occur. Although
we believe we have substantial defenses in these matters, we could in the future incur judgments or enter into settlements of claims that could have a material adverse effect on our results of
operations in any particular period.

Patent claims include challenges to the coverage and/or validity of our patents on various products or processes. Although we believe we have substantial defenses to these challenges with
respect to all our material patents, there can be no assurance as to the outcome of these matters, and a loss in any of these cases could result in a loss of patent protection for the drug at
issue, which could lead to a significant loss of sales of that drug and could materially affect future results of operations.
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Management’s Report

We prepared and are responsible for the financial statements that appear in our 2010 Financial Report. These financial statements are in conformity with accounting principles generally
accepted in the United States of America and, therefore, include amounts based on informed judgments and estimates. We also accept responsibility for the preparation of other financial
information that is included in this document.

Report on Internal Control Over Financial Reporting

The management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rules 13a-15(f) and 15d-15(f) under the
Securities Exchange Act of 1934. The Company’s internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles in the United States of America. The Company’s internal control over
financial reporting includes those policies and procedures that: (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions
of the assets of the Company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles and that receipts and expenditures of the Company are being made only in accordance with authorizations of management and directors of the Company; and
(iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the Company’s assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate. Management
assessed the effectiveness of the Company’s internal control over financial reporting as of December 31, 2010. In making this assessment, management used the criteria set forth by the
Committee of Sponsoring Organizations of the Treadway Commission in Internal Control—Integrated Framework. Based on our assessment and those criteria, management believes that the
Company maintained effective internal control over financial reporting as of December 31, 2010.

The Company’s independent auditors have issued their auditors’ report on the Company’s internal control over financial reporting. That report appears in our 2010 Financial Report under the
heading, Report of Independent Registered Public Accounting Firm on Internal Control Over Financial Reporting.

2 < gL

lan Read
President and Chief Executive Officer

Tl Dty St | Eginte
Frank A. D’Amelio Loretta V. Cangialosi
Principal Financial Officer Principal Accounting Officer

February 28, 2011
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Audit Committee Report

The Audit Committee reviews the Company’s financial reporting process on behalf of the Board of Directors. Management has the primary responsibility for the financial statements and the
reporting process, including the system of internal controls.

In this context, the Committee has met and held discussions with management and the independent registered public accounting firm regarding the fair and complete presentation of the
Company’s results and the assessment of the Company’s internal control over financial reporting. The Committee has discussed significant accounting policies applied by the Company in its
financial statements, as well as alternative treatments. Management has represented to the Committee that the Company’s consolidated financial statements were prepared in accordance with
accounting principles generally accepted in the United States of America, and the Committee has reviewed and discussed the consolidated financial statements with management and the
independent registered public accounting firm. The Committee has discussed with the independent registered public accounting firm matters required to be discussed by Statement on Auditing
Standards No. 114, as adopted by the Public Company Accounting Oversight Board in Rule 3200T.

In addition, the Committee has reviewed and discussed with the independent registered public accounting firm the auditor’s independence from the Company and its management. As part of
that review, the Committee has received the written disclosures and the letter required by applicable requirements of the Public Company Accounting Oversight Board regarding the
independent accountant's communications with the Audit Committee concerning independence, and the Committee has discussed the independent registered public accounting firm’s
independence from the Company.

The Committee also has considered whether the independent registered public accounting firm’s provision of non-audit services to the Company is compatible with the auditor’s independence.
The Committee has concluded that the independent registered public accounting firm is independent from the Company and its management.

As part of its responsibilities for oversight of the Company’s Enterprise Risk Management process, the Committee has reviewed and discussed Company policies with respect to risk
assessment and risk management, including discussions of individual risk areas as well as an annual summary of the overall process.

The Committee has discussed with the Company’s Internal Audit Department and independent registered public accounting firm the overall scope of and plans for their respective audits. The
Committee meets with the Chief Internal Auditor, Chief Compliance Officer and representatives of the independent registered public accounting firm, in regular and executive sessions to
discuss the results of their examinations, the evaluations of the Company’s internal controls, and the overall quality of the Company’s financial reporting and compliance programs.

In reliance on the reviews and discussions referred to above, the Committee has recommended to the Board of Directors, and the Board has approved, that the audited financial statements be

included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2010, for filing with the SEC. The Committee has selected, and the Board of Directors has ratified,
the selection of the Company’s independent registered public accounting firm.

0 o L

W. Don Cornwell
Chair, Audit Committee

February 28, 2011

The Audit Committee Report does not constitute soliciting material, and shall not be deemed to be filed or incorporated by reference into any Company filing under the Securities Act of 1933,
as amended, or the Securities Exchange Act of 1934, as amended, except to the extent that the Company specifically incorporates the Audit Committee Report by reference therein.
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Report of Independent Registered Public Accounting Firm on the Consolidated Financial Statements

The Board of Directors and Shareholders of Pfizer|  nc.:

We have audited the accompanying consolidated balance sheets of Pfizer Inc. and Subsidiary Companies as of December 31, 2010 and 2009, and the related consolidated statements of
income, shareholders’ equity, and cash flows for each of the years in the three-year period ended December 31, 2010. These consolidated financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Pfizer Inc. and Subsidiary Companies as of December 31,
2010 and 2009, and the results of their operations and their cash flows for each of the years in the three-year period ended December 31, 2010, in conformity with U.S. generally accepted
accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the effectiveness of Pfizer Inc. and Subsidiary Companies’ internal
control over financial reporting as of December 31, 2010, based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO), and our report dated February 28, 2011 expressed an unqualified opinion on the effective operation of the Company’s internal control over financial reporting.

As discussed in Note 1 to the consolidated financial statements, the Company changed its method of accounting for business combinations in 2009 due to the adoption of Financial Accounting
Standards Board Statement No. 141R, Business Combinations (included in FASB ASC Topic 805, Business Combinations), as of January 1, 2009.

KPMe LEP

KPMG LLP
New York, New York

February 28, 2011
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Report of Independent Registered Public Accounting Firm on Internal Control Over Financial Reporting

The Board of Directors and Shareholders of Pfizer|  nc.:

We have audited the internal control over financial reporting of Pfizer Inc. and Subsidiary Companies as of December 31, 2010, based on criteria established in Internal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Pfizer Inc. and Subsidiary Companies’ management is responsible for maintaining
effective internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying Management’'s Report on
Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal
control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed
risk. Our audit also included performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company'’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. A company'’s internal control over financial reporting includes those policies and procedures that
(i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the
company are being made only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection
of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Pfizer Inc. and Subsidiary Companies maintained, in all material respects, effective internal control over financial reporting as of December 31, 2010, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheets of Pfizer Inc. and Subsidiary

Companies as of December 31, 2010 and 2009, and the related consolidated statements of income, shareholders’ equity, and cash flows for each of the years in the three-year period ended
December 31, 2010, and our report dated February 28, 2011 expressed an unqualified opinion on those consolidated financial statements.

KPMc LLP

KPMG LLP
New York, New York

February 28, 2011
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Consolidated Statements of Income

Pfizer Inc. and Subsidiary Companies

YEAR ENDED DECEMBER 31,

(MILLIONS, EXCEPT PER COMMON SHARE DATA) 2010 2009 2008
Revenues $ 67,809 $ 50,009 $ 48,296
Costs and expenses:
Cost of sales (@ 16,279 8,888 8,112
Selling, informational and administrative expenses (&) 19,614 14,875 14,537
Research and development expenses (@) 9,413 7,845 7,945
Amortization of intangible assets 5,404 2,877 2,668
Acquisition-related in-process research and development charges 125 68 633
Restructuring charges and certain acquisition-related costs 3,214 4,337 2,675
Other deductions—net 4,338 292 2,032
Income from continuing operations before provision for taxes on income 9,422 10,827 9,694
Provision for taxes on income 1,124 2,197 1,645
Income from continuing operations 8,298 8,630 8,049
Discontinued operations—net of tax 9) 14 78
Net income before allocation to noncontrolling interests 8,289 8,644 8,127
Less: Net income attributable to noncontrolling interests 32 9 23
Net income attributable to Pfizer Inc. $ 8,257 $ 8,635 $ 8,104
Earnings per common share —basic
Income from continuing operations attributable to Pfizer Inc. common shareholders $ 1.03 $ 123 $ 119
Discontinued operations—net of tax — — 0.01
Net income attributable to Pfizer Inc. common shareholders $ 1.03 $ 1.23 $ 1.20
Earnings per common share —diluted
Income from continuing operations attributable to Pfizer Inc. common shareholders $ 1.02 $ 123 $ 119
Discontinued operations—net of tax — — 0.01
Net income attributable to Pfizer Inc. common shareholders $ 1.02 $ 1.23 $ 1.20
Weighted-average shares—basic 8,036 7,007 6,727
Weighted-average shares—diluted 8,074 7,045 6,750

@exclusive of amortization of intangible assets, except as disclosed in Note 1L. Significant Accounting Policies: Amortization of Intangible Assets, Depreciation and Certain Long-Lived Assets.

See Notes to Consolidated Financial Statements, which are an integral part of these statements.
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Consolidated Balance Sheets

Pfizer Inc. and Subsidiary Companies

AS OF DECEMBER 31,

(MILLIONS, EXCEPT PREFERRED STOCK ISSUED AND PER COMMON SHARE DATA) 2010 2009
Assets
Cash and cash equivalents $ 1,735 $ 1,978
Short-term investments 26,277 23,991
Accounts receivable, less allowance for doubtful accounts: 2010—$217; 2009—$176 14,612 14,645
Short-term loans 467 1,195
Inventories 8,405 12,403
Taxes and other current assets 8,411 6,962
Assets held for sale 561 496
Total current assets 60,468 61,670
Long-term investments and loans 9,748 13,122
Property, plant and equipment, less accumulated depreciation 19,123 22,780
Goodwill 43,947 42,376
Identifiable intangible assets, less accumulated amortization 57,558 68,015
Taxes and other noncurrent assets 4,170 4,986
Total assets $ 195,014 $ 212,949
Liabilities and Shareholders ' Equity
Short-term borrowings, including current portion of long-term debt: 2010—$3,502; 2009—$27 $ 5,623 $ 5,469
Accounts payable 4,026 4,370
Dividends payable 1,601 1,454
Income taxes payable 946 10,107
Accrued compensation and related items 2,108 2,242
Other current liabilities 14,305 13,583
Total current liabilities 28,609 37,225
Long-term debt 38,410 43,193
Pension benefit obligations 6,201 6,392
Postretirement benefit obligations 3,035 3,243
Noncurrent deferred tax liabilities 18,648 17,839
Other taxes payable 6,245 9,000
Other noncurrent liabilities 5,601 5,611
Total liabilities 106,749 122,503
Preferred stock, without par value, at stated value; 27 shares authorized; issued: 2010—1,279; 2009—1,511 52 61
Common stock, $0.05 par value; 12,000 shares authorized; issued: 2010—8,876; 2009—8,869 444 443
Additional paid-in capital 70,760 70,497
Employee benefit trusts @) (333)
Treasury stock, shares at cost; 2010—864; 2009—799 (22,712) (21,632)
Retained earnings 42,716 40,426
Accumulated other comprehensive (loss)/income (3,440) 552
Total Pfizer Inc. shareholders’ equity 87,813 90,014
Equity attributable to noncontrolling interests 452 432
Total shareholders’ equity 88,265 90,446
Total liabilities and shareholders’ equity $ 195,014 $ 212,949

See Notes to Consolidated Financial Statements, which are an integral part of these statements.
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PFIZER INC. SHAREHOLDERS

EMPLOYEE
PREFERRED COMMON BENEFIT TREASURY ACCUM. TOTAL
STOCK STOCK TRUSTS STOCK OTHER SHARE- NON- SHARE-
(MILLIONS, EXCEPT STATED ADD'L COMP. HOLDERS’ CONTRO- HOLDERS’
PREFERRED PAR  PAID-IN FAIR RETAINED (LOSS)/ LLING
SHARES) SHARES  VALUE SHARES VALUE CAPITAL SHARES VALUE SHARES COST EARNINGS INC. EQUITY INTERESTS EQUITY
Balance, January 1,
2008 2,302 $ 93 8,850 $ 442 $ 69,913 (24) $ (550) (2,089) $(56,847) $ 49,660 $ 2,299 $ 65010 $ 114 $ 65,124
Comprehensive
income:
Net income 8,104 8,104 23 8,127
Other
comprehensive
loss, net of
tax (6,868) (6,868) 35 (6,833)
Total comprehensive
income 1,236 58 1,294
Cash dividends
declared—
common stock (8,617) (8,617) (8,617)
preferred stock (5) (5) (5)
Stock option
transactions 207 1 32 239 239
Purchases of
common stock (26) (500) (500) (500)
Employee benefit
trust
transactions—net (113) 1) 93 (20) (20)
Preferred stock
conversions and
redemptions (498) (20) ) — 2 (25) (25)
Other 13 1 283 2) (46) 238 12 250
Balance,
December 31,
2008 1,804 73 8,863 443 70,283 (24) (425) (2,117) (57,391) 49,142 (4,569) 57,556 184 57,740
Comprehensive
income:
Net income 8,635 8,635 9 8,644
Other
comprehensive
income, net of
tax 5,121 5,121 5 5,126
Total comprehensive
income 13,756 14 13,770
Acquisition of Wyeth 1,319 35,733 (12,430) 23,303 330 23,633
Cash dividends
declared—
common stock (4,916) (4,916) (4,916)
preferred stock (5) (5) (5)
Noncontrolling
interests — (5) (5)
Stock option
transactions 130 — 9 139 139
Employee benefit
trust
transactions—net (61) 7 111 50 50
Preferred stock
conversions and
redemptions (293) 12) 1) — 3 (10) (10)
Purchase of
subsidiary shares
from
noncontrolling
interests (66) (66) (102) (168)
Other 6 — 212 (2) (28) 1) 23 207 11 218
Balance,
December 31,
2009 1,511 61 8,869 443 70,497 (29) (333) (799) (21,632) 40,426 552 90,014 432 90,446
Comprehensive
income:
Net income 8,257 8,257 32 8,289
Other
comprehensive
loss, net of
tax (3,992) (3,992) 4 (3,988)
Total comprehensive
income 4,265 36 4,301
Cash dividends
declared—
common stock (5,964) (5,964) (5,964)
preferred stock ?3) ?3) 3)
Noncontrolling
interests — 17) a7
Stock option
transactions 161 1 14 175 175
Purchases of
common stock (61)  (1,000) (1,000) (1,000)

Employee benefit
trust



transactions—net

(19) 16 292 273 273

Preferred stock

conversions and

redemptions (232) 9) 1) — 2 (8) (8)
Other 7 1 122 2 20 (4) (82) 61 1 62
Balance,

December 31,

2010 1,279 $ 52 8,876 $ 444 $ 70,760 — $ () (864) $(22,712) $ 42,716 $ (3,440) $ 87,813 $ 452 $ 88,265

See Notes to Consolidated Financial Statements, which are an integral part of these statements.
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YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009 2008
Operating Activities
Net income before allocation to noncontrolling interests $ 8,289 $ 8,644 $ 8,127
Adjustments to reconcile net income before noncontrolling interests to net cash provided by operating activities:
Depreciation and amortization 8,487 4,757 5,090
Share-based compensation expense 405 349 384
Acquisition-related in-process research and development charges 125 68 633
Asset write-offs and impairment charges 3,486 305 570
Gains on disposals (155) (670) (14)
Gains on sales of discontinued operations — — (6)
Deferred taxes from continuing operations 1,953 (9,582) (1,331)
Benefit plan contributions (in excess of)/less than expense (691) 545 (49)
Other non-cash adjustments (29) 199 (74)
Changes in assets and liabilities, net of acquisitions and divestitures:
Accounts receivable (608) 252 195
Inventories 2,917 1,631 294
Other assets (896) (867) (538)
Accounts payable and other liabilities 827 1,502 4,310
Other tax accounts, net (12,666) 9,454 647
Net cash provided by operating activities 11,454 16,587 18,238
Investing Activities
Purchases of property, plant and equipment (1,513) (1,205) (1,701)
Purchases of short-term investments with original maturities greater than 90 days (10,931) (35,331) (35,705)
Proceeds from redemptions and sales of short-term investments with original
maturities greater than 90 days 4,543 42,364 27,883
Proceeds from redemptions and sales of short-term investments with original
maturities of 90 days or less—net 5,950 5,775 7,913
Purchases of long-term investments (3,920) (6,888) (9,357)
Proceeds from redemptions and sales of long-term investments 4,381 6,504 1,009
Proceeds from redemptions of short-term loans with original
maturities greater than 90 days 1,156 1,158 625
Issuances of short-term loans with original maturities greater than 90 days (151) (565) (449)
Proceeds from redemptions of long-term loans 356 — 55
Issuances of long-term loans (208) (61) (501)
Acquisitions, net of cash acquired (273) (43,123) (1,184)
Other investing activities 118 100 (1,423)
Net cash used in investing activities (492) (31,272) (12,835)
Financing Activities
Increase in short-term borrowings—net 6,400 32,033 40,119
Principal payments on short-term borrowings—net (10,546) (34,969) (37,264)
Proceeds from issuances of long-term debt — 24,023 605
Principal payments on long-term debt (6) (967) (1,053)
Purchases of common stock (1,000) — (500)
Cash dividends paid (6,088) (5,548) (8,541)
Other financing activities 66 (91) 74
Net cash (used in)/provided by financing activities (11,174) 14,481 (6,560)
Effect of exchange-rate changes on cash and cash equivalents (31) 60 (127)
Net decrease in cash and cash equivalents (243) (144) (1,284)
Cash and cash equivalents at beginning of year 1,978 2,122 3,406
Cash and cash equivalents at end of year $ 1,735 $ 1,978 $ 2,122
Supplemental Cash Flow Information
Non-cash transactions:
Acquisition of Wyeth, treasury stock issued $ = $ 23,303 $ —
Cash paid during the period for:
Income taxes $ 11,775 $ 2,300 $ 2,252
Interest 2,155 935 782

See Notes to Consolidated Financial Statements, which are an integral part of these statements.
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1. Significant Accounting Policies

A. Consolidation and Basis of Presentation

The consolidated financial statements include our parent company and all subsidiaries, including those operating outside the United States (U.S.) and are prepared in accordance with
accounting principles generally accepted in the United States of America (U.S. GAAP). The decision whether or not to consolidate an entity requires consideration of majority voting interests,
as well as effective economic or other control over the entity. Typically, we do not seek control by means other than voting interests. For subsidiaries operating outside the U.S., the financial
information is included as of and for the year ended November 30 for each year presented. Substantially all unremitted earnings of international subsidiaries are free of legal and contractual
restrictions. All significant transactions among our businesses have been eliminated. We made certain reclassification adjustments to conform prior period amounts to the current presentation,
primarily related to our Consolidated Statements of Cash Flows.

On October 15, 2009, we completed our acquisition of Wyeth in a cash-and-stock transaction valued on that date at approximately $68 billion. Commencing from the acquisition date, our
financial statements reflect the assets, liabilities, operating results and cash flows of Wyeth. As a result, and in accordance with our domestic and international fiscal year-ends, our
consolidated financial statements for the year ended December 31, 2009 reflect approximately two-and-a-half months of the fourth calendar quarter of 2009 in the case of Wyeth’s U.S.
operations and approximately one-and-a-half months of the fourth calendar quarter of 2009 in the case of Wyeth's international operations.

B. New Accounting Standards
The provisions of the following new accounting standards were adopted as of January 1, 2010 and did not have a significant impact on our consolidated financial statements:

« An amendment to the recognition and measurement guidance for the transfers of financial assets.
« An amendment to the guidelines for determining the primary beneficiary in a variable interest entity.

As of January 1, 2009, we adopted a new accounting standard that retains the purchase method of accounting for acquisitions but requires a number of changes to that method, including
changes in the way assets and liabilities are recognized in purchase accounting. Specifically, they require the capitalization of in-process research and development assets at fair value and
require the expensing of transaction costs as incurred. The adoption of these provisions did not have an impact on our consolidated financial statements upon adoption, but they did
significantly impact our accounting for the acquisition of Wyeth in 2009. For additional information, see Note 2. Acquisition of Wyeth .

C. Estimates and Assumptions

In preparing the consolidated financial statements, we use certain estimates and assumptions that affect reported amounts and disclosures, including amounts recorded in connection with
acquisitions. These estimates and underlying assumptions can impact all elements of our financial statements. For example, in the consolidated statements of income, estimates are used
when accounting for deductions from revenues (such as rebates, chargebacks, sales returns and sales allowances), determining cost of sales, allocating cost in the form of depreciation and
amortization, and estimating restructuring charges and the impact of contingencies. On the consolidated balance sheets, estimates are used in determining the valuation and recoverability of
assets, such as accounts receivables, investments, inventories, fixed assets and intangible assets (including acquired in-process research & development (IPR&D) assets, beginning in 2009,
and goodwill), and estimates are used in determining the reported amounts of liabilities, such as taxes payable, benefit obligations, the impact of contingencies, rebates, chargebacks, sales
returns and sales allowances, and restructuring reserves, all of which also will impact the consolidated statements of income.

We regularly evaluate our estimates and assumptions using historical experience and other factors, including the economic environment. Our estimates often are based on complex judgments,
probabilities and assumptions that we believe to be reasonable but that are inherently uncertain and unpredictable.

As future events and their effects cannot be determined with precision, our estimates and assumptions may prove to be incomplete or inaccurate, or unanticipated events and circumstances
may occur that might cause us to change those estimates and assumptions. Market conditions, such as illiquid credit markets, volatile equity markets, dramatic fluctuations in foreign currency
rates and economic downturn, can increase the uncertainty already inherent in our estimates and assumptions. We adjust our estimates and assumptions when facts and circumstances
indicate the need for change. Those changes generally will be reflected in our financial statements on a prospective basis unless they are required to be treated retrospectively under the
relevant accounting standard. It is possible that other professionals, applying reasonable judgment to the same facts and circumstances, could develop and support a range of alternative
estimated amounts. We also are subject to other risks and uncertainties that may cause actual results to differ from estimated amounts, such as changes in the healthcare environment,
competition, litigation, legislation and regulations. These and other risks and uncertainties are discussed in the accompanying Financial Review, which is unaudited, under the headings “Our
Operating Environment”, “Our Strategy” and “Forward-Looking Information and Factors That May Affect Future Results” and in our 2010 Annual Report on Form 10-K under the caption, Part 1
Item 1A. “Risk Factors.”

D. Contingencies

We and certain of our subsidiaries are involved in various patent, product liability, consumer, commercial, securities, environmental and tax litigations and claims; government investigations;
and other legal proceedings that arise from time to time in the ordinary course of our business. Except for income tax contingencies, we record accruals for contingencies to the extent that we
conclude their occurrence is probable and that the related liabilities are estimable, and we record anticipated recoveries under existing
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insurance contracts when assured of recovery. For tax matters, we record accruals for income tax contingencies to the extent that we conclude that a tax position is not sustainable under a
“more-likely-than-not” standard, and we record our estimate of the potential tax benefits in one tax jurisdiction that could result from the payment of income taxes in another tax jurisdiction
when we conclude that the potential recovery is more likely than not (see Note 7D. Taxes on Income: Tax Contingencies). We also evaluate tax matters that are sustainable under the “more-
likely-than-not” standard in determining our accruals for income tax contingencies. We consider many factors in making these assessments. Because litigation and other contingencies are
inherently unpredictable and excessive verdicts do occur, these assessments can involve a series of complex judgments about future events and can rely heavily on estimates and
assumptions (see Note 1C. Significant Accounting Policies: Estimates and Assumptions ).

E. Acquisitions

Our consolidated financial statements include the operations of an acquired business after the completion of the acquisition. We account for acquired businesses using the acquisition method
of accounting. The acquisition method of accounting for acquired businesses requires, among other things, that most assets acquired and liabilities assumed be recognized at their estimated
fair values as of the acquisition date and that the fair value of acquired IPR&D be recorded on the balance sheet. Also, transaction costs are expensed as incurred. Any excess of the purchase
price over the assigned values of the net assets acquired is recorded as goodwill. For acquisitions consummated prior to January 1, 2009, amounts allocated to IPR&D were expensed at the
date of acquisition. When we have acquired net assets that do not constitute a business under U.S. GAAP, no goodwill has been recognized.

Contingent consideration is included within the acquisition cost and is recognized at its fair value on acquisition date. A liability resulting from contingent consideration is remeasured to fair
value at each reporting date until the contingency is resolved. Changes in fair value are recognized in earnings.

F. Fair Value

We often are required to measure certain assets and liabilities at fair value, either upon initial measurement or for subsequent accounting or reporting. For example, we use fair value
extensively in the initial measurement of net assets acquired in a business combination and when accounting for and reporting on certain financial instruments. We estimate fair value using an
exit price approach, which requires, among other things, that we determine the price that would be received to sell an asset or paid to transfer a liability in an orderly market. The determination
of an exit price is considered from the perspective of market participants, considering the highest and best use of assets and, for liabilities, assuming the risk of non-performance will be the
same before and after the transfer. A single estimate of fair value results from a complex series of judgments about future events and uncertainties and relies heavily on estimates and
assumptions. When estimating fair value, depending on the nature and complexity of the asset or liability, we may use one or all of the following approaches:

* Income approach, which is based on the present value of a future stream of net cash flows.

« Market approach, which is based on market prices and other information from market transactions involving identical or comparable assets or liabilities.
« Cost approach, which is based on the cost to acquire or construct comparable assets less an allowance for functional and/or economic obsolescence.
These fair value methodologies depend on the following types of inputs:

* Quoted prices for identical assets or liabilities in active markets (called Level 1 inputs).

* Quoted prices for similar assets or liabilities in active markets or quoted prices for identical or similar assets or liabilities in markets that are not active or are directly or indirectly observable
(called Level 2 inputs).

« Unobservable inputs that reflect estimates and assumptions (called Level 3 inputs).

G. Foreign Currency Translation

For most of our international operations, local currencies have been determined to be the functional currencies. We translate functional currency assets and liabilities to their U.S. dollar
equivalents at rates in effect at the balance sheet date and record these translation adjustments in Shareholders’ equity—Accumulated other comprehensive (loss)/income . We translate
functional currency statement of income amounts to their U.S. dollar equivalents at average rates for the period. The effects of converting non-functional currency assets and liabilities into the
functional currency are recorded in Other deductions—net .

For operations in highly inflationary economies, we translate monetary items at rates in effect at the balance sheet date, with translation adjustments recorded in Other deductions—net , and
non-monetary items at historical rates.
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H. Revenues

Revenue Recognition —We record revenues from product sales when the goods are shipped and title passes to the customer. At the time of sale, we also record estimates for a variety of
sales deductions, such as sales rebates, discounts and incentives, and product returns. When we cannot reasonably estimate the amount of future product returns, we record revenues when
the risk of product return has been substantially eliminated. We record sales of certain of our vaccines to the U.S. government as part of the Pediatric Vaccine Stockpile program; these rules
require that for fixed commitments made by the U.S. government, we record revenues when risk of ownership for the completed product has been passed to the U.S. government. There are
no specific performance obligations associated with products sold under this program.

Deductions from Revenues— As is typical in the biopharmaceutical industry, our gross product sales are subject to a variety of deductions that generally are estimated and recorded in the
same period that the revenues are recognized and primarily represent rebates and discounts to government agencies, wholesalers, distributors and managed care organizations with respect to
our pharmaceutical products. These deductions represent estimates of the related obligation and, as such, judgment and knowledge of market conditions and practices are required when
estimating the impact of these sales deductions on gross sales for a reporting period.

Specifically:

« Inthe U.S., we record provisions for pharmaceutical Medicaid, Medicare and contract rebates based upon our experience ratio of rebates paid and actual prescriptions written during prior
quarters. We apply the experience ratio to the respective period’s sales to determine the rebate accrual and related expense. This experience ratio is evaluated regularly to ensure that the
historical trends are as current as practicable. As appropriate, we will adjust the ratio to better match our current experience or our expected future experience. In assessing this ratio, we
consider current contract terms, such as changes in formulary status and discount rates.

« Outside the U.S., the majority of our pharmaceutical rebates, discounts and price reductions are contractual or legislatively mandated, and our estimates are based on actual invoiced sales
within each period; both of these elements help to reduce the risk of variations in the estimation process. Some European countries base their rebates on the government’s unbudgeted
pharmaceutical spending, and we use an estimated allocation factor (based on historical payments) and total revenues by country against our actual invoiced sales to project the expected
level of reimbursement. We obtain third-party information that helps us to monitor the adequacy of these accruals.

< Provisions for pharmaceutical chargebacks (primarily reimbursements to wholesalers for honoring contracted prices to third parties) closely approximate actual as we settle these
deductions generally within two to five weeks of incurring the liability.

« Provisions for pharmaceutical returns are based on a calculation at each market that incorporates the following, as appropriate: local returns policies and practices; returns as a percentage
of sales; an understanding of the reasons for past returns; estimated shelf life by product; an estimate of the amount of time between shipment and return or lag time; and any other factors
that could impact the estimate of future returns, such as loss of exclusivity, product recalls or a changing competitive environment. Generally, returned products are destroyed, and
customers are refunded the sales price in the form of a credit.

+« We record sales incentives as a reduction of revenues at the time the related revenues are recorded or when the incentive is offered, whichever is later. We estimate the cost of our sales
incentives based on our historical experience with similar incentives programs.

« Our accruals for Medicaid rebates, Medicare rebates, performance-based contract rebates and chargebacks were $3.0 billion as of December 31, 2010, and $2.1 billion as of
December 31, 2009, and substantially all are included in Other current liabilities .

Taxes collected from customers relating to product sales and remitted to governmental authorities are presented on a net basis; that is, they are excluded from Revenues .

Collaborative Arrangements— Payments to and from our collaboration partners are presented in the statement of income based on the nature of the arrangement (including its contractual
terms), the nature of the payments and applicable accounting guidance. Under co-promotion agreements, we record the amounts received from our partners as alliance revenues, a
component of Revenues, when our co-promotion partners are the principal in the transaction and we receive a share of their net sales or profits. Alliance revenues are recorded when our co-
promotion partners ship the product and title passes to their customers. The related expenses for selling and marketing these products are included in Selling, informational and administrative
expenses. In collaborative arrangements where we manufacture a product for our partner, we record revenues when our partner sells the product and title passes to its customer. All royalty
payments to collaboration partners are recorded as part of Cost of sales .

I. Cost of Sales and Inventories
We value inventories at lower of cost or market. The cost of finished goods, work in process and raw materials is determined using average actual cost.

J. Selling, Informational and Administrative Expens es
Selling, informational and administrative costs are expensed as incurred. Among other things, these expenses include the costs of marketing, advertising, shipping and handling, information
technology and the associated employee compensation.

Advertising expenses relating to production costs are expensed as incurred, and the costs of radio time, television time and space in publications are expensed when the related advertising
occurs. Advertising expenses totaled approximately $4.0 billion in 2010, $2.9 billion in 2009 and $2.6 billion in 2008.
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K. Research and Development Expenses and Acquisitio  n-Related In-Process Research and Development Charg  es
Prior to January 1, 2009, when recording acquisitions, we expensed amounts related to acquired IPR&D in Acquisition-related in-process research and development charges . IPR&D acquired
after December 31, 2008, as part of a business combination, is capitalized as Identifiable intangible assets. IPR&D acquired as part of an asset acquisition is expensed as incurred.

Research and development (R&D) costs are expensed as incurred. These expenses include the costs of our proprietary R&D efforts, as well as costs incurred in connection with certain
licensing arrangements. Before a compound receives regulatory approval, we record upfront and milestone payments made by us to third parties under licensing arrangements as expense.
Upfront payments are recorded when incurred, and milestone payments are recorded when the specific milestone has been achieved. Once a compound receives regulatory approval, we
record any milestone payments in Identifiable intangible assets, less accumulated amortization and, unless the assets are determined to have an indefinite life, we amortize them evenly over
the remaining agreement term or the expected product life cycle, whichever is shorter.

L. Amortization of Intangible Assets, Depreciation and Certain Long-Lived Assets
Long-lived assets include:

« Goodwill —Goodwill represents the excess of the consideration transferred for an acquired business over the assigned values of its net assets. Goodwill is not amortized.

« ldentifiable intangible assets, less accumulated amortization —These acquired assets are recorded at our cost. Intangible assets with finite lives are amortized evenly over their estimated
useful lives. Intangible assets with indefinite lives that are associated with marketed products are not amortized until a useful life can be determined. Intangible assets associated with
IPR&D projects are not amortized until approval is obtained in a major market, typically either the U.S. or the European Union (EU), or in a series of other countries, subject to certain
specified conditions and management judgment. The useful life of an amortizing asset generally is determined by identifying the period in which substantially all of the cash flows are
expected to be generated.

« Property, plant and equipment, less accumulated depreciation —These assets are recorded at our original cost and are increased by the cost of any significant improvements after
purchase. Property, plant and equipment assets, other than land and construction in progress, are depreciated evenly over the estimated useful life of the individual assets. Depreciation
begins when the asset is ready for its intended use. For tax purposes, accelerated depreciation methods are used as allowed by tax laws.

Amortization expense related to finite-lived acquired intangible assets that contribute to our ability to sell, manufacture, research, market and distribute products, compounds and intellectual
property are included in Amortization of intangible assets as they benefit multiple business functions. Amortization expense related to intangible assets that are associated with a single function
and depreciation of property, plant and equipment are included in Cost of sales, Selling, informational and administrative expenses and Research and development expenses, as appropriate.

We review all of our long-lived assets for impairment indicators throughout the year and we perform detailed testing whenever impairment indicators are present. In addition, we perform
detailed impairment testing for goodwill and indefinite-lived assets at least annually. When necessary, we record charges for impairments. Specifically:

« For finite-lived intangible assets, such as Developed Technology Rights, and for other long-lived assets, such as property, plant and equipment, whenever impairment indicators are
present, we perform a review for impairment. We calculate the undiscounted value of the projected cash flows associated with the asset, or asset group, and compare this estimated
amount to the carrying amount. If the carrying amount is found to be greater, we record an impairment loss for the excess of book value over fair value. In addition, in all cases of an
impairment review, we re-evaluate the remaining useful lives of the assets and modify them, as appropriate.

« For indefinite-lived intangible assets, such as Brands and IPR&D assets, each year and whenever impairment indicators are present, we determine the fair value of the asset and record an
impairment loss for the excess of book value over fair value, if any. In addition, in all cases of an impairment review other than for IPR&D assets, we re-evaluate whether continuing to
characterize the asset as indefinite-lived is appropriate.

« For goodwill, annually and whenever impairment indicators are present, we calculate the fair value of each reporting unit and compare the fair value to its book value. If the carrying amount
is found to be greater, we then determine the implied fair value of goodwill by subtracting the fair value of all the identifiable net assets other than goodwill from the fair value of the
reporting unit and record an impairment loss for the excess, if any, of book value of goodwill over the implied fair value.

M. Restructuring Charges and Certain Acquisition-Re  lated Costs

We may incur restructuring charges in connection with acquisitions when we implement plans to restructure and integrate the acquired operations or in connection with cost-reduction initiatives
that are initiated from time to time. Included in Restructuring charges and certain acquisition-related costs are all restructuring charges and certain costs associated with integrating an acquired
business (if the restructuring action results in a change in the estimated useful life of an asset, that incremental impact is classified in Cost of sales, Selling, informational and administrative
expenses and Research and development expenses , as appropriate). Termination costs are a significant component of our restructuring charges and are generally recorded when the actions
are probable and estimable. Also, beginning in 2009, transaction costs, such as banking, legal, accounting and other costs incurred in connection with an acquisition are expensed as incurred
and included in Restructuring charges and certain acquisition-related costs.
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N. Cash Equivalents and Statement of Cash Flows
Cash equivalents include items almost as liquid as cash, such as certificates of deposit and time deposits with maturity periods of three months or less when purchased. If items meeting this
definition are part of a larger investment pool, we classify them as Short-term investments .

Cash flows associated with financial instruments designated as fair value or cash flow hedges may be included in operating, investing or financing activities, depending on the classification of
the items being hedged. Cash flows associated with financial instruments designated as net investment hedges are classified according to the nature of the hedge instrument. Cash flows
associated with financial instruments that do not qualify for hedge accounting treatment are classified according to their purpose and accounting nature.

O. Investments, Loans and Derivative Financial Inst  ruments

Many, but not all, of our financial instruments are carried at fair value. For example, substantially all of our cash equivalents, short-term investments and long-term investments are classified as
available-for-sale securities and are carried at fair value, with changes in unrealized gains and losses, net of tax, reported in Other comprehensive income/(loss) . Derivative financial
instruments are carried at fair value in various balance sheet categories (see Note 9A. Financial Instruments: Selected Financial Assets and Liabilities ), with changes in fair value reported in
current earnings or deferred for qualifying hedging relationships. Virtually all of our valuation measurements for investments, loans and derivative financial instruments are based on the use of
quoted prices for similar instruments in active markets or quoted prices for identical or similar instruments in markets that are not active or are directly or indirectly observable.

Realized gains or losses on sales of investments are determined by using the specific identification cost method.

Investments where we have significant influence over the financial and operating policies of the investee are accounted for under the equity method. Under the equity method, we record our
share of the investee’s income and expense in our income statements. The excess of the cost of the investment over our share in the equity of the investee on acquisition date is allocated to
the identifiable assets of the investee, with any remainder allocated to goodwill. Such investments are initially recorded at cost, which typically does not include amounts of contingent
consideration.

We regularly evaluate all of our financial assets for impairment. For investments in debt and equity securities, when a decline in fair value, if any, is determined to be other-than-temporary, an
impairment charge is recorded, and a new cost basis in the investment is established. For loans, an impairment charge is recorded if it is probable that we will not be able to collect all amounts
due according to the loan agreement.

P. Deferred Tax Assets and Income Tax Contingencies
We provide a valuation allowance when we believe that our deferred tax assets are not recoverable based on an assessment of estimated future taxable income that incorporates ongoing,
prudent and feasible tax-planning strategies.

We account for income tax contingencies using a benefit recognition model. If we consider that a tax position is more likely than not to be sustained upon audit, based solely on the technical
merits of the position, we recognize the benefit. We measure the benefit by determining the amount that is greater than 50% likely of being realized upon settlement, presuming that the tax
position is examined by the appropriate taxing authority that has full knowledge of all relevant information. Under the benefit recognition model, if our initial assessment fails to result in the
recognition of a tax benefit, we regularly monitor our position and subsequently recognize the tax benefit: (i) if there are changes in tax law, analogous case law or there is new information that
sufficiently raise the likelihood of prevailing on the technical merits of the position to more likely than not; (ii) if the statute of limitations expires; or (iii) if there is a completion of an audit
resulting in a favorable settlement of that tax year with the appropriate agency. We regularly re-evaluate our tax positions based on the results of audits of federal, state and foreign income tax
filings, statute of limitations expirations, changes in tax law or receipt of new information that would either increase or decrease the technical merits of a position relative to the “more-likely-
than-not” standard. Liabilities associated with uncertain tax positions are classified as current only when we expect to pay cash within the next 12 months. Interest and penalties, if any, are
recorded in Provision for taxes on income and are classified on our consolidated balance sheet with the related tax liability.

Q. Pension and Postretirement Benefit Plans

We provide defined benefit pension plans for the majority of employees worldwide. In the U.S., we have both qualified and supplemental (non-qualified) defined benefit plans, as well as other
postretirement benefit plans, consisting primarily of healthcare and life insurance for retirees. We recognize the overfunded or underfunded status of each of our defined benefit plans as an
asset or liability on our consolidated balance sheet. The obligations generally are measured at the actuarial present value of all benefits attributable to employee service rendered, as provided
by the applicable benefit formula. Our pension and other postretirement obligations may include assumptions such as long-term rate of return on plan assets, expected employee turnover and
participant mortality. For our pension plans, the obligation may also include assumptions as to future compensation levels. For our other postretirement benefit plans, the obligation may include
assumptions as to the expected cost of providing the healthcare and life insurance benefits, as well as the extent to which those costs are shared with the employee or others (such as
governmental programs). Plan assets are measured at fair value. Net periodic benefit costs are recognized, as required, into Cost of sales, Selling, informational and administrative expenses
and Research and development expenses , as appropriate.

R. Share-Based Payments
Our compensation programs can include share-based payments. All grants under share-based payment programs are accounted for at fair value and these fair values generally are amortized
on an even basis over the vesting terms into Cost of sales, Selling, informational and administrative expenses, and Research and development expenses , as appropriate.
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2. Acquisition of Wyeth

A. Description of the Transaction

On October 15, 2009 (the acquisition date), we acquired all of the outstanding equity of Wyeth in a cash-and-stock transaction, valued at the acquisition date at approximately $68 billion, in
which each share of Wyeth common stock outstanding, with certain limited exceptions, was canceled and converted into the right to receive $33.00 in cash without interest and 0.985 of a
share of Pfizer common stock. The stock component was valued at $17.40 per share of Wyeth common stock based on the closing market price of Pfizer's common stock on the acquisition
date, resulting in a total merger consideration value of $50.40 per share of Wyeth common stock.

Wyeth's core business was the discovery, development, manufacture and sale of prescription pharmaceutical products, including vaccines, for humans. Other operations of Wyeth included the
discovery, development, manufacture and sale of consumer healthcare products (over-the-counter products), nutritionals and animal health products. Our acquisition of Wyeth has made us a
more diversified health care company, with product offerings in human, animal, and consumer health, including vaccines, biologics, small molecules and nutrition, across developed and
emerging markets. The acquisition of Wyeth also added to our pipeline of biopharmaceutical development projects endeavoring to develop medicines to help patients in critical areas, including
oncology, pain, inflammation, Alzheimer’s disease, psychoses and diabetes.

In connection with the regulatory approval process, we were required to divest certain animal health assets. Certain of these assets were sold in 2009 and 2010. It is possible that additional
divestitures of animal health assets may be required based on ongoing regulatory reviews in other jurisdictions worldwide, but they are not expected to be significant to our business.

B. Fair Value of Consideration Transferred
The table below details the consideration transferred to acquire Wyeth:

CONVERSION FAIR FORM OF
(IN MILLIONS, EXCEPT PER SHARE AMOUNTS) CALCULATION VALUE CONSIDERATION
Wyeth common stock outstanding as of the acquisition date 1,339.6
Multiplied by Pfizer's stock price as of the acquisition date multiplied by the
exchange ratio of 0.985 ($17.66 (@ x 0.985) Pfizer common
$ 17.40 $23,303 stock (@.(b)
Wyeth common stock outstanding as of the acquisition date 1,339.6
Multiplied by cash consideration per common share outstanding $ 33.00 44,208 Cash
Wyeth stock options canceled for a cash payment () 405 Cash
Wyeth restricted stock/restricted stock units and other equity-based awards
canceled for a cash payment 320 Cash
Total fair value of consideration transferred $68,236

@The fair value of Pfizer's common stock used in the conversion calculation represents the closing market price of Pfizer's common stock on the acquisition date.

(b)Approximater 1.3 billion shares of Pfizer common stock, previously held as Pfizer treasury stock, were issued to former Wyeth shareholders. The excess of the average cost of Pfizer
treasury stock issued over the fair value of the stock portion of the consideration transferred to acquire Wyeth was recorded as a reduction to Retained earnings .

©gach Wyeth stock option, whether or not vested and exercisable on the acquisition date, was canceled for a cash payment equal to the excess of the per share value of the merger
consideration (calculated on the basis of the volume-weighted average of the per share price of Pfizer common stock on the New York Stock Exchange Transaction Reporting System for the
five consecutive trading days ending two days prior to the acquisition date) over the per share exercise price of the Wyeth stock option.

Certain amounts may reflect rounding adjustments.

C. Recording of Assets Acquired and Liabilities Ass umed
The transaction has been accounted for using the acquisition method of accounting which requires, among other things, that most assets acquired and liabilities assumed be recognized at
their fair values as of the acquisition date and that the fair value of acquired IPR&D be recorded on the balance sheet.

While most assets and liabilities were measured at fair value, a single estimate of fair value results from a complex series of judgments about future events and uncertainties and relies heavily
on estimates and assumptions. Our judgments used to determine the estimated fair value assigned to each class of assets acquired and liabilities assumed, as well as asset lives, can
materially impact our results of operations.

The following table summarizes the amounts recognized for assets acquired and liabilities assumed as of the acquisition date, as well as adjustments made in the first year after the acquisition

date to the amounts initially recorded in 2009 (measurement period adjustments). The measurement period adjustments did not have a significant impact on our earnings, balance sheets or
cash flows in any period and, therefore, we have not retrospectively adjusted our financial statements.

62 2010 Financial Report



Notes to Consolidated Financial Statements

Pfizer Inc. and Subsidiary Companies

The following table summarizes the recording of the assets acquired and liabilities assumed as of the acquisition date:

AMOUNTS PREVIOUSLY AMOUNTS
RECOGNIZED AS OF MEASUREMENT RECOGNIZED AS OF
ACQUISITION DATE PERIOD ACQUISITION DATE
(MILLIONS OF DOLLARS) (PROVISIONAL) (2) ADJUSTMENTS (FINAL)
Working capital, excluding inventories ®) $ 16,342 $ 24 $ 16,366
Inventories (¢) 8,388 (417) 7,971
Property, plant and equipment 10,054 (216) 9,838
Identifiable intangible assets, excluding in-process research and
development (¢) 37,595 (1,533) 36,062
In-process research and development (¢) 14,918 (1,096) 13,822
Other noncurrent assets 2,394 — 2,394
Long-term debt (11,187) — (11,187)
Benefit obligations (3,211) 36 (3,175)
Net tax accounts (d) (24,773) 1,035 (23,738)
Other noncurrent liabilities (1,908) — (1,908)
Total identifiable net assets 48,612 (2,167) 46,445
Gooduwill (€) 19,954 2,163 22,117
Net assets acquired 68,566 4) 68,562
Less: Amounts attributable to noncontrolling interests (330) 4 (326)
Total consideration transferred $ 68,236 $ — $ 68,236

@as previously reported in Pfizer's 2009 Annual Report on Form 10-K.

®)ncludes cash and cash equivalents, short-term investments, accounts receivable, other current assets, assets held for sale, accounts payable and other current liabilities.

©)The measurement period adjustments were mainly recorded to reflect changes in the estimated fair value of certain intangible assets and inventories. These adjustments were made largely

(e)

to better reflect market participant assumptions about facts and circumstances existing as of the acquisition date. The measurement period adjustments did not result from intervening events
subsequent to the acquisition date.

As of the acquisition date, included in Taxes and other current assets ($1.2 billion), Taxes and other noncurrent assets ($2.8 billion), Income taxes payable ($500 million), Other current
liabilities ($11.1 billion), Noncurrent deferred tax liabilities ($14.0 billion) and Other taxes payable ($2.1 billion, including accrued interest of $300 million). The measurement period
adjustments primarily reflect the tax impact of the pre-tax measurement period adjustments. The measurement period adjustments did not result from intervening events subsequent to the
acquisition date.

Goodwill recognized as of the acquisition date totaled $19,340 million for our Biopharmaceutical segment and $2,777 million for our Diversified segment.

As of the acquisition date, the fair value of accounts receivable approximated book value acquired. The gross contractual amount receivable was $4.2 billion, of which $140 million was not
expected to be collected.

As part of the acquisition, we acquired liabilities for environmental, legal and tax matters, as well as guarantees and indemnifications that Wyeth incurred in the ordinary course of business.
These matters can include contingencies. Except as specifically excluded by the relevant accounting standard, contingencies are required to be measured at fair value as of the acquisition
date, if the acquisition-date fair value of the asset or liability arising from a contingency can be determined. If the acquisition-date fair value of the asset or liability cannot be determined, the
asset or liability would be recognized at the acquisition date if both of the following criteria were met: (i) it is probable that an asset existed or that a liability had been incurred at the acquisition
date, and (ii) the amount of the asset or liability can be reasonably estimated.

Environmental Matters —In the ordinary course of business, Wyeth incurred liabilities for environmental matters such as remediation work, asset retirement obligations and environmental
guarantees and indemnifications. Virtually all liabilities for environmental matters, including contingencies, were measured at fair value and approximated $570 million as of the acquisition
date.

Legal Matters —Wyeth was involved in various legal proceedings, including product liability, patent, commercial, environmental, antitrust matters and government investigations, of a nature
considered normal to its business (see Note 19. Legal Proceedings and Contingencies ). Due to the uncertainty of the variables and assumptions involved in assessing the possible
outcomes of events related to these items, an estimate of fair value was not determinable. As such, these contingencies were measured under the same “probable and estimable” standard
previously used by Wyeth. Liabilities for legal contingencies approximated $1.3 billion as of the acquisition date, which included the recording of additional adjustments of approximately
$260 million for legal matters that we intended to resolve in a manner different from what Wyeth had planned or intended.

Tax Matters —In the ordinary course of business, Wyeth incurred liabilities for income taxes . Income taxes are exceptions to both the recognition and fair value measurement principles
associated with the accounting for business combinations. Reserves for income tax contingencies continue to be measured under the benefit recognition model as previously used by
Wyeth (see Note 1P. Significant Accounting Policies: Deferred Tax Assets and Income Tax Contingencies ). Net liabilities for income taxes approximated $23.7 billion as of the acquisition
date, which included $1.8 billion for uncertain tax positions (not including $300 million of accrued interest). The net tax liability included the recording of additional adjustments of
approximately $14.4 billion for the tax impact of fair value adjustments and $10.5 billion for income tax matters that we intended to resolve in a manner different from what Wyeth had
planned or intended. For example, because we planned to repatriate certain overseas funds, we provided deferred taxes on Wyeth’s unremitted earnings, as well as on certain book/tax
basis differentials related to investments in certain foreign subsidiaries for which no taxes had been previously provided by Wyeth as it was Wyeth’s intention to permanently reinvest those
earnings and investments.
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Goodwill is calculated as the excess of the consideration transferred over the net assets recognized and represents the future economic benefits arising from other assets acquired that could
not be individually identified and separately recognized. Specifically, the goodwill recorded as part of the acquisition of Wyeth includes the following:

« the expected synergies and other benefits that we believe will result from combining the operations of Wyeth with the operations of Pfizer;
« any intangible assets that do not qualify for separate recognition, as well as future, as yet unidentified projects and products, and

« the value of the going-concern element of Wyeth'’s existing businesses (the higher rate of return on the assembled collection of net assets versus if Pfizer had acquired all of the net assets
separately).

Goodwill is not amortized and is not deductible for tax purposes (see Note 12. Goodwill and Other Intangible Assets for additional information).

D. Actual and Pro Forma Impact of Acquisition
The following table presents information for Wyeth that is included in Pfizer's consolidated statements of income from the acquisition date, October 15, 2009, through Pfizer's domestic and
international year-ends in 2009:

WYETH'S OPERATIONS
INCLUDED IN PFIZER’s 2009

(MILLIONS OF DOLLARS) RESULTS
Revenues $ 3,303
Loss from continuing operations attributable to Pfizer Inc. common shareholders @) (2,191)

@ |ncludes purchase accounting adjustments related to the fair value adjustments for acquisition-date inventory that has been sold ($904 million pre-tax), amortization of identifiable intangible
assets acquired from Wyeth ($512 million pre-tax), and restructuring charges and additional depreciation—asset restructuring ($2.1 billion pre-tax).

The following table presents supplemental pro forma information as if the acquisition of Wyeth had occurred on January 1, 2009 for the year ended December 31, 2009 and January 1, 2008 for
the year ended December 31, 2008:

UNAUDITED PRO FORMA
CONSOLIDATED RESULTS
YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS, EXCEPT PER SHARE DATA) 2009 2008
Revenues $ 68,599 $ 71,130
Income from continuing operations attributable to Pfizer Inc. common shareholders 11,537 8,917
Diluted earnings per common share attributable to Pfizer Inc. common shareholders 1.43 1.11

The unaudited pro forma consolidated results were prepared using the acquisition method of accounting and are based on the historical financial information of Pfizer and Wyeth, reflecting
both in 2009 and 2008 Pfizer and Wyeth results of operations for a 12 month period. The historical financial information has been adjusted to give effect to the pro forma events that are:

(i) directly attributable to the acquisition, (ii) factually supportable and (iii) expected to have a continuing impact on the combined results. The unaudited pro forma consolidated results are not
necessarily indicative of what our consolidated results of operations actually would have been had we completed the acquisition on January 1, 2009 and on January 1, 2008. In addition, the
unaudited pro forma consolidated results do not purport to project the future results of operations of the combined company nor do they reflect the expected realization of any cost savings
associated with the acquisition. The unaudited pro forma consolidated results reflect primarily the following pro forma pre-tax adjustments:

» Elimination of Wyeth'’s historical intangible asset amortization expense (approximately $88 million in the pre-acquisition period in 2009 and $79 million in 2008).

« Additional amortization expense (approximately $2.4 billion in 2009 and $2.9 billion in 2008) related to the fair value of identifiable intangible assets acquired.

* Additional depreciation expense (approximately $200 million in 2009 and $266 million in 2008) related to the fair value adjustment to property, plant and equipment acquired.

* Additional interest expense (approximately $316 million in 2009 and $1.2 billion in 2008) associated with the incremental debt we issued in 2009 to partially finance the acquisition and a
reduction of interest income (approximately $320 million in 2009 and $857 million in 2008) associated with short-term investments under the assumption that a portion of these investments
would have been used to partially fund the acquisition. In addition, a reduction in interest expense (approximately $129 million in 2009 and $163 million in 2008) related to the fair value
adjustment of Wyeth debt.

« Elimination of $904 million incurred in 2009 related to the fair value adjustments to acquisition-date inventory that has been sold, which is considered non-recurring. There is no long-term

continuing impact of the fair value adjustments to acquisition-date inventory, and, as such, the impact of those adjustments is not reflected in the unaudited pro forma operating results for
2009 and 2008.
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» Elimination of $834 million of costs incurred in 2009, which are directly attributable to the acquisition, and which do not have a continuing impact on the combined company’s operating
results. Included in these costs are advisory, legal and regulatory costs incurred by both legacy Pfizer and legacy Wyeth and costs related to a bridge term loan credit agreement with
certain financial institutions that has been terminated.

In addition, all of the above adjustments were adjusted for the applicable tax impact. The taxes associated with the fair value adjustments for acquired intangible assets, property, plant and
equipment and legacy Wyeth debt, as well as the elimination of the impact of the fair value step-up of acquired inventory reflect the statutory tax rates in the various jurisdictions where the fair
value adjustments occurred. The taxes associated with incremental debt to partially finance the acquisition reflect a 38.3% tax rate since the debt is an obligation of a U.S. entity and is taxed at
the combined effective U.S. federal statutory and state rate. The taxes associated with the elimination of the costs directly attributable to the acquisition reflect a 28.4% effective tax rate since
the costs were incurred in the U.S. and were either taxed at the combined effective U.S. federal statutory and state rate or not deductible for tax purposes depending on the type of
expenditure.

3. Other Significant Transactions and Events
A. Tax Audit Settlements

During the fourth quarter of 2010, we reached a settlement with the U.S. Internal Revenue Service (IRS) related to issues we had appealed with respect to the audits of the Pfizer Inc. tax
returns for the years 2002 through 2005, as well as the Pharmacia audit for the year 2003 through the date of merger with Pfizer (April 16, 2003). The IRS concluded its examination of the
aforementioned tax years and issued a final Revenue Agent’s Report (RAR). We agreed with all of the adjustments and computations contained in the RAR. As a result of settling these audit
years, in the fourth quarter of 2010, we reduced our unrecognized tax benefits by approximately $1.4 billion and reversed the related interest accruals by approximately $600 million. During
2010, we also recognized $320 million in tax benefits and reversed the related interest accruals of $140 million resulting from the resolution of certain tax positions pertaining to prior years with
various foreign tax authorities as well as from the expiration of the statute of limitations. The aforementioned amounts had been classified in Other taxes payable , and the corresponding tax
benefit was recorded in Provision for taxes on Income (see Note 7.Taxes on Income ). In the second quarter of 2008, we effectively settled certain issues common among multinational
corporations with various foreign tax authorities primarily relating to tax years 2000 to 2005. As a result, we recognized $305 million in tax benefits in Provision for taxes on income.

B. Asset Impairment Charges
During 2010 we recorded the following intangible asset impairment charges in Other deductions — n et (see Note 6. Other (Income)/Deductions — net ):

* We recorded $1.8 billion in 2010 related to intangible assets, including certain IPR&D and Brand intangible assets that were acquired as part of our acquisition of Wyeth. These impairment
charges primarily resulted from our updated estimate of the fair value of these assets, which was based upon updated forecasts, compared with their assigned fair values as of the Wyeth
acquisition date, October 15, 2009. Our updated forecasts of net cash flows for the impaired assets, reflect, among other things, the following: for IPR&D assets, the impact of changes to
the development programs, the projected development and regulatory timeframes and the risk associated with these assets; for Brand assets, the current competitive environment and
planned investment support; and, for Developed Technology Rights, an increased competitive environment.

* We recorded a charge of approximately $300 million in the fourth quarter of 2010 associated with our product Thelin, as a result of our decisions to voluntarily withdraw Thelin in regions
where it is approved and to discontinue clinical studies worldwide.

Of these amounts, about $1.4 billion related to our Biopharmaceutical segment and about $700 million related to our Diversified segment.

Also, in the third quarter of 2010, we recorded a $212 million write-off of Wyeth-related inventory in Cost of sales related to unfinished inventory acquired from Wyeth that became unusable
after the acquisition date (which included a purchase accounting fair value adjustment of $104 million).

In the fourth quarter of 2009, we recorded $417 million in asset impairment charges primarily associated with certain materials used in our research and development activities that were no
longer considered recoverable. In the fourth quarter of 2008, we recorded $143 million in asset impairment charges related to certain equity investments and the exit of our Exubera product.

For additional information on our accounting policy for reviewing long-lived assets for impairment, see Note 1L. Significant Accounting Policies: Amortization of Intangible Assets, Depreciation
and Certain Long-Lived Assets.

C. Legal Matters

Asbestos Litigation Charge
We recorded additional charges of $701 million in the third quarter of 2010 and $620 million in the fourth quarter of 2010, for asbestos litigation related to our wholly owned subsidiary, Quigley
Company, Inc. (see Note 19. Legal Proceedings and Contingencies for additional information).
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Bextra and Certain Other Investigations

In January 2009, we entered into an agreement-in-principle with the U.S. Department of Justice (DOJ) to resolve previously reported investigations regarding past off-label promotional
practices concerning Bextra, as well as certain other investigations. In connection with these actions, in the fourth quarter of 2008, we recorded a charge of $2.3 billion, pre-tax and after-tax, in
Other deductions — net and such amount is included in O ther current liabilities in 2008. In the third quarter of 2009, we reached final resolution of this matter and no additional charge was
recorded. The entire $2.3 billion was paid in 2009. We recorded a tax benefit of $174 million in the third quarter of 2009 as such resolution resulted in the receipt of information that raised our
assessment of the likelihood of prevailing on the technical merits of our tax position. In addition, in September 2009, we settled state civil consumer protection allegations related to our past
promotional practices concerning Geodon and recorded a charge of $33 million.

Certain Product Litigation—Celebrex and Bextra

In October 2008, we reached agreements-in-principle to resolve the pending U.S. consumer fraud purported class action cases and more than 90% of the known U.S. personal injury claims
involving Celebrex and Bextra, and we reached agreements to resolve substantially all of the claims of state attorneys general primarily relating to alleged Bextra promotional practices. In
connection with these actions, in the third quarter of 2008, we recorded pre-tax charges of approximately:

*  $745 million applicable to all known U.S. personal injury claims;
*  $89 million applicable to the pending U.S. consumer fraud purported class action cases; and

*  $60 million applicable to agreements to resolve civil claims brought by 33 states and the District of Columbia, primarily relating to alleged Bextra promotional practices. Under these
agreements, we made a payment of $60 million to the states and have adopted compliance measures that complement policies and procedures previously established by us.

These litigation-related charges were recorded in 2008 in Other deductions—net . Virtually all of this amount was paid in 2009. During 2009, we recorded approximately $170 million in
insurance recoveries in Selling, informational and administrative expenses .

We believe that the charges of approximately $745 million will be sufficient to resolve all U.S. personal injury claims that were known at the time of the agreement-in-principle, including those
that had not been settled at the time. However, additional charges may have to be taken in the future in connection with certain pending claims and unknown claims relating to Celebrex.

D. Acquisitions

Acquisition of FoldRx Pharmaceuticals, Inc.

On October 6, 2010, we completed our acquisition of FoldRx Pharmaceuticals, Inc. (FoldRx), a privately-held drug discovery and clinical development company, whose portfolio includes
clinical and preclinical programs for investigational compounds to treat diseases caused by protein misfolding. FoldRx's lead product candidate, tafamidis meglumine, is in registration in both
the U.S. and the EU as a first-in-class oral therapy for the treatment of transthyretin amyloid polyneuropathy (ATTR-PN), a progressively fatal genetic neurodegenerative disease, for which
liver transplant is the only treatment option currently available. The total consideration for the acquisition was approximately $400 million, which consisted of an upfront payment to FoldRx’s
shareholders of about $200 million and contingent consideration with an estimated acquisition-date fair value of about $200 million. The contingent consideration consists of up to $455 million
in additional payments that are contingent upon the attainment of future regulatory and commercial milestones. In connection with this acquisition, we recorded an asset of approximately $500
million in Identifiable intangible assets — in-process research and development . The goodwill resulting from the acquisition was approximately $60 million.

The fair value of the contingent consideration of about $200 million at the acquisition date was estimated by utilizing a probability weighted income approach. We started with an estimate of the
probability weighted potential cash payments by year, based on our expectation as to when the future regulatory and commercial milestones might be achieved, and then we discounted each
of those projected payments to arrive as a present value amount. Subsequent to the acquisition date, we remeasure the contingent consideration liability at current fair value at every reporting
period with changes recorded in Other deductions—net in our consolidated statements of income.

Other Acquisitions
We completed the following additional acquisitions during the year ended December 31, 2008:

« In the fourth quarter of 2008, we completed the acquisition of a number of animal health product lines from Schering-Plough Corporation (Schering-Plough) for approximately $170 million.

« Inthe second quarter of 2008, we acquired Encysive Pharmaceuticals Inc. (Encysive), a biopharmaceutical company whose main product was Thelin (see Note 3B. Asset Impairment
Charges ), through a tender offer, for approximately $200 million, including transaction costs. In addition, in the second quarter of 2008, we acquired Serenex, Inc. (Serenex), a privately
held biotechnology company. In connection with these acquisitions, we recorded approximately $170 million in Acquisition-related in-process research and development charges and
approximately $450 million in intangible assets.

« In the first quarter of 2008, we acquired CovX, a privately held biotherapeutics company, and we acquired all the outstanding shares of Coley Pharmaceutical Group, Inc. (Coley), a
biopharmaceutical company. In connection with these and two smaller acquisitions related to Animal Health, we recorded approximately $440 million in Acquisition-related in-process
research and development charges in 2008. In 2010, we recorded $125 million and in 2009 we recorded $68 million in Acquisition-related in-process research and development charges
related to the resolution of certain contingencies and achievement of milestones associated with CovX.
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E. Equity-Method Investments

Investment in Laboratério Teuto Brasileiro, an Equity-Method Investment

In the fourth quarter of 2010, we consummated our partnership to develop and commercialize generic medicines with Laboratério Teuto Brasileiro S.A. (Teuto) a leading generics company in
Brazil. As part of the transaction, we acquired a 40 percent equity stake in Teuto, and entered into a series of commercial agreements. The partnership is expected to enhance our position in
Brazil, a key emerging market, by providing access to Teuto’s portfolio of products. Through this partnership, we expect to also have access to significant distribution networks in rural and
suburban areas in Brazil and the opportunity to register and commercialize Teuto’s products in various markets outside of Brazil. Under the terms of our purchase agreement with Teuto, we
made an upfront payment at the closing of approximately $230 million (subject to certain post-closing adjustments). In addition, Teuto will be eligible to receive a performance-based milestone
payment from us in 2012 of up to approximately $200 million. We have an option to acquire the remaining 60 percent of Teuto’s shares beginning in 2014, and Teuto’s shareholders have an
option to sell their 60 percent stake to us beginning in 2015.

We are accounting for our interest in Teuto as an equity method investment due to the significant influence we have over the operations of Teuto through our board representation, minority
veto rights and 40% voting interest. Our investment in Teuto is reported as a private equity investment in Long-term investments and loans in our consolidated balance sheet as of
December 31, 2010. Our share of Teuto’s income and expenses is recorded in Other deductions — net .

Formation of ViiV, an Equity-Method Investment
In the fourth quarter of 2009, we and GlaxoSmithKline plc (GSK) created a new company, ViiV Healthcare Limited (ViiV), which is focused solely on research, development and

commercialization of human immunodeficiency virus (HIV) medicines. Under the agreement, we and GSK have contributed certain existing HIV-related products, pipeline assets and research
assets to ViiV and will perform R&D and manufacturing services. The R&D Services Agreement provides that we will perform R&D services for pipeline and marketed products contributed by
us and that such services be billed at our internal cost plus a profit margin. After two and a half years, either party may terminate this agreement with six months’ notice. The Contract
Manufacturing Agreement provides that we will manufacture and supply products to ViiV for four years at a price that incorporates a profit margin. Prior to the agreed termination date, ViiV may
terminate this agreement at any time with approximately one-year’s notice. Further, Pfizer and GSK have entered into a 3-year Research Alliance Agreement with ViiV under which each party,
at its sole discretion, may conduct research programs in order to achieve Proof of Concept for an HIV Therapy Compound. ViiV will have a right of first negotiation on compounds that reach
Proof of Concept.

We recognized a gain of approximately $482 million in connection with the formation, which was recorded in Other deductions — net in the fourth quarter of 2009. Since we currently hold a
15% equity interest in ViiV, we have an indirect retained interest in the contributed assets; as such, 15% of the gain, or $72 million, is the portion of the gain associated with that indirect
retained interest. In valuing our investment in ViiV (which includes the indirect retained interest in the contributed assets), we used discounted cash flow techniques, utilizing an 11% discount
rate and a terminal year growth factor of 3%.

We currently hold a 15% equity interest and GSK holds an 85% equity interest in ViiV. The equity interests will be adjusted in the event that specified sales and regulatory milestones are
achieved. Our equity interest in ViiV could vary from 9% to 30.5%, and GSK’s equity interest could vary from 69.5% to 91%, depending upon the milestones achieved with respect to the
original assets contributed to ViiV by us and by GSK. Each company also may be entitled to preferential dividend payments to the extent that specific sales thresholds are met in respect of the
marketed products and pipeline assets originally contributed.

We are accounting for our interest in ViiV as an equity method investment due to the significant influence we have over the operations of ViiV through our board representation and minority
veto rights. Our investment in ViiV is reported as a private equity investment in Long-term investments and loans in our consolidated balance sheets as of December 31, 2010 and 2009. Our
share of ViiV’'s income and expenses is recorded in Other deductions—net.

F. Adjustment of Prior Years’ Liabilities for Produ ct Returns

Revenues in 2008 include a reduction recorded in the third quarter of 2008 of $217 million, pre-tax, to adjust our prior years' liabilities for product returns. After a detailed review in 2008 of our
returns experience, we determined that our previous accounting methodology for product returns needed to be revised as the lag time between product sale and return was longer than we
previously had assumed. Although fully recorded in 2008, virtually all of the adjustment relates back several years.
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4. Cost-Reduction Initiatives and Acquisition-Relat  ed Costs
We have incurred significant costs in connection with our cost-reduction initiatives (several programs initiated since 2005) and our acquisition of Wyeth on October 15, 2009.

Since the acquisition of Wyeth, our cost-reduction initiatives that were announced on January 26, 2009 have been incorporated into a comprehensive plan to integrate Wyeth's operations,
generate cost savings and capture synergies across the combined company. We are focusing our efforts on achieving an appropriate cost structure for the combined company.

We incurred the following costs in connection with our cost-reduction initiatives and the acquisition of Wyeth:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009 2008
Transaction costs (@) $ 23 $ 768 $ —
Integration costs () 1,004 569 49
Restructuring charges (©)
Employee termination costs 1,125 2,571 2,004
Asset impairments 870 159 543
Other 192 270 79
Restructuring charges and certain acquisition-related costs $3,214 $4,337 $2,675
Additional depreciation—asset restructuring, recorded in our Consolidated Statements of Income as follows (@ :
Cost of Sales $ 526 $ 133 $ 596
Selling, informational and administrative expenses 227 53 19
Research and development expenses 34 55 171
Total additional depreciation—asset restructuring 787 241 786
Implementation costs (€) — 250 819
Total $4,001 $4,828 $4,280

@Transaction costs represent external costs directly related to our acquisition of Wyeth and primarily include expenditures for banking, legal, accounting and other similar services.
Substantially all of the costs incurred in 2009 were fees related to a $22.5 billion bridge term loan credit agreement entered into with certain financial institutions on March 12, 2009 to
partially fund our acquisition of Wyeth. The bridge term loan credit agreement was terminated in June 2009 as a result of our issuance of approximately $24.0 billion of senior unsecured
notes in the first half of 2009.

Integration costs represent external, incremental costs directly related to integrating acquired businesses and primarily include expenditures for consulting and systems integration.
®)Restructuring charges in 2010 are related to the integration of Wyeth. From the beginning of our cost-reduction and transformation initiatives in 2005 through December 31, 2010, Employee
termination costs represent the expected reduction of the workforce by approximately 49,000 employees, mainly in manufacturing, sales and research, of which approximately 36,400
employees have been terminated as of December 31, 2010. Employee termination costs are generally recorded when the actions are probable and estimable and include accrued severance
benefits, pension and postretirement benefits, many of which may be paid out during periods after termination. Asset impairments primarily include charges to write down property, plant and
equipment to fair value. Other primarily includes costs to exit certain assets and activities. Substantially all of these restructuring charges are associated with our Biopharmaceutical segment.

@agdditional depreciation—asset restructuring represents the impact of changes in the estimated useful lives of assets involved in restructuring actions.

(e Implementation costs for the years ended December 31, 2009 and 2008, represent external, incremental costs directly related to implementing cost-reduction initiatives prior to our
acquisition of Wyeth, and primarily include expenditures related to system and process standardization and the expansion of shared services. For the year ended December 31, 2009,
implementation costs are included in Cost of sales ($42 million ), Selling, informational and administrative expenses ($166 million), Research and development expenses ($36 million) and
Other deductions—net ($6 million). For the year ended December 31, 2008, implementation costs are included in Cost of sales ($149 million), Selling, informational and administrative
expenses ($394 million), Research and development expenses ($262 million) and Other deductions——net ($14 million).

The components of restructuring charges associated with all of our cost-reduction initiatives and the acquisition of Wyeth follow:

ACTIVITY ACCRUAL
COSTS THROUGH AS OF
INCURRED DECEMBER 31, DECEMBER 31,
(MILLIONS OF DOLLARS) 2005-2010 2010 () 2010 (b)
Employee termination costs $ 8,846 $6,688 $2,158
Asset impairments 2,322 2,322 —
Other 902 801 101
Total $ 12,070 $9,811 $2,259

(3 Includes adjustments for foreign currency translation.
(®)Included in O ther current liabilities ($1.6 billion) and Other noncurrent liabilities ($652 million).

5. Collaborative Arrangements

In the normal course of business, we enter into collaborative arrangements with respect to in-line medicines, as well as medicines in development that require completion of research and
regulatory approval. Collaborative arrangements are contractual agreements with third parties that involve a joint operating activity, typically a research and/or commercialization effort, where
both we and our
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partner are active participants in the activity and are exposed to the significant risks and rewards of the activity. Our rights and obligations under our collaborative arrangements vary. For
example, we have agreements to co-promote pharmaceutical products discovered by us or other companies, and we have agreements where we partner to co-develop and/or participate
together in commercializing, marketing, promoting, manufacturing and/or distributing a drug product.

The amounts and classifications in our consolidated statements of income of payments (income/(expense)) between us and our collaboration partners follow:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009 2008
Revenues —Revenues @ $ 568 $ 593 $ 488
Revenue s—Alliance revenues () 4,084 2,925 2,251

Total revenues from collaborative arrangements 4,652 3,518 2,739
Cost of sales (©) (109) (166) (147)
Selling, informational and administrative expenses (¢) (131) 10 75
Research and development expenses (€) (316) (361) (476)
Other deductions—net 37 37 —

@ Represents sales to our partners of products manufactured by us.
Substantially all relate to amounts earned from our partners under co-promotion agreements.
) primarily relates to royalties earned by our partners and cost of sales associated with inventory purchased from our partners.
d Represents net reimbursements from our partners/(to our partners) for selling, informational and administrative expenses incurred.
) Primarily related to net reimbursements, as well as upfront payments and milestone payments earned by our partners. The upfront and milestone payments were as follows: $147 million in

2010, $150 million in 2009 and $300 million in 2008.

The amounts disclosed in the above table do not include transactions with third parties other than our collaboration partners, or other costs associated with the products under the collaborative
arrangements.

6. Other (Income)/Deductions—Net

The following table sets forth details related to amounts recorded in Other deductions—net :

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009 2008
Interest income $ (402) $ (746) $(1,288)
Interest expense 1,799 1,233 516
Net interest expense/(income) @) 1,397 487 (772)
Royalty-related income () (579) (243) (673)
Net gain on asset disposals () (262) (188) (14)
Legal matters, net (@) 1,737 234 3,300
Gain related to ViiV () — (482) —
Certain asset impairment charges () 2,175 417 143
Other, net (130) 67 48
Other deductions—net $4,338 $ 292 $ 2,032

(Dnterest expense increased in 2010 due to our issuance of $13.5 billion of senior unsecured notes on March 24, 2009 and approximately $10.5 billion of senior unsecured notes on June 3,
2009, primarily related to the acquisition of Wyeth, as well as the addition of legacy Wyeth debt. Interest income decreased in 2010 due to lower interest rates, coupled with lower average
cash balances. Net interest expense was $487 million in 2009 compared to net interest income of $772 million in 2008. Interest expense increased in 2009 due to the issuance of the senior
unsecured notes discussed above, of which virtually all of the proceeds were used to partially finance the Wyeth acquisition (see Note 2. Acquisition of Wyeth ). Interest income decreased
in 2009 due to lower interest rates, partially offset by higher average cash balances. Capitalized interest expense totaled $36 million in 2010, $34 million in 2009 and $46 million in 2008.

O 2008, includes $425 million related to the sale of certain royalty rights.

®)In 2010 and 2009, primarily represents gains on sales of certain investments and businesses. Net gains also include realized gains and losses on sales of available-for-sale securities: in
2010, 2009 and 2008, gross realized gains were $153 million, $186 million and $20 million, respectively. Gross realized losses were $12 million in 2010, $43 million in 2009 and none in
2008. Proceeds from the sale of available-for-sale securities were $5.3 billion in 2010, $27.0 billion in 2009 and $2.2 billion in 2008.

(d)LegaI matters, net in 2010 includes an additional $1.3 billion charge for asbestos litigation related to our wholly owned subsidiary, Quigley Company, Inc. In 2008, primarily includes charges
of $2.3 billion related to the resolution of certain investigations concerning Bextra and various other products, and charges of $900 million related to our agreements and our agreements-in-
principle to resolve certain litigation and claims involving our non-steroidal anti-inflammatory (NSAID) pain medicines (see Note 3C. Other Significant Transactions and Events: Legal
Matters) .

(e)Represents a gain related to ViiV, an equity method investment, which is focused solely on research, development and commercialization of HIV medicines (see Note 3E. Other Significant

Transactions and Events: Equity Method Investments).

The asset impairment charges in 2010 are primarily related to (i) intangible assets acquired as part of our acquisition of Wyeth, including IPR&D assets, Brands and, to a lesser extent,
Developed Technology Rights. ; and (ii) an intangible asset associated with the legacy Pfizer product Thelin (see Note 2. Acquisition of Wyeth and Note 3B. Other Significant Transactions
and Events: Asset Impairment Charges ) . The 2009 amounts
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primarily represent asset impairment charges associated with certain materials used in our research and development activities that were no longer considered recoverable. The 2008
amounts primarily represent charges related to impairment of certain equity investments and the exit of our Exubera product.

7. Taxes on Income

A. Taxes on Income
Income from continuing operations before provision for taxes on income, and income attributable to noncontrolling interests consist of the following:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009 2008
United States $(2,477) $(3,632) $(1,760)
International 11,899 14,459 11,454
Total income from continuing operations before provision for taxes on income $ 9,422 $10,827 $ 9,694

The decrease in domestic loss from continuing operations before taxes in 2010, compared to 2009, was due to revenues from legacy Wyeth products and a reduction in domestic restructuring
charges partially offset by increased amortization charges primarily related to identifiable intangibles in connection with our acquisition of Wyeth and litigation charges primarily related to our
wholly owned subsidiary Quigley Company, Inc. The decrease in international income from continuing operations before taxes in 2010, compared to 2009, was due primarily to an increase in
international restructuring and amortization charges plus the non-recurrence of the gain in 2009 in connection with the formation of ViiV, partially offset by revenues from legacy Wyeth
products.

The increase in domestic loss from continuing operations before taxes in 2009, compared to 2008, was due primarily to an increase in certain expenses incurred in connection with the Wyeth
acquisition, which was partially offset by the non-recurrence of charges of $2.3 billion recorded in 2008 resulting from an agreement-in-principle with the DOJ to resolve the previously reported
investigations regarding past off-label promotional practices concerning Bextra and certain other investigations, as well as other litigation-related charges recorded in 2008 of approximately
$900 million associated with the resolution of certain litigation involving our NSAID pain medicines. The increase in international income from continuing operations before taxes in 2009,
compared to 2008, was due primarily to the gain in connection with the formation of ViiV, the decrease in international restructuring charges and the non-recurrence of acquired IPR&D,
partially offset by an increase in amortization expenses primarily related to identifiable intangibles incurred in connection with the Wyeth acquisition. For additional information on all of these
matters, see Note 3. Other Significant Transactions and Events.

Provision for taxes on income consists of the following:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009 2008

United States:
Current income taxes:

Federal $(2,774) $ 10,169 $ 707
State and local (313) 71 154
Deferred income taxes:
Federal 2,033 (10,002) 106
State and local (6) (93) (136)
Total U.S. tax (benefit)/provision @ (), ), (@) $(1,060) $ 145 $ 831
International:
Current income taxes $ 2,258 $ 1,539 $ 2,115
Deferred income taxes (74) 513 (1,301)
Total international tax provision $ 2,184 $ 2,052 $ 814
Total provision for taxes on income () $1,124 $ 2,197 $ 1,645

@The Federal current income tax benefit in 2010 is primarily due to the tax benefit recorded in connection with our settlement with the U.S. Internal Revenue Service. For a discussion of the
settlement, see the “Tax Contingencies” section below.
The Federal current income tax expense in 2009 was due to increased tax costs associated with certain business decisions executed to finance the Wyeth acquisition.

©)The Federal deferred income tax expense in 2010 is primarily due to certain business decisions in connection with our acquisition of Wyeth.
The Federal deferred income tax benefit in 2009 was due to a reduction of deferred tax liabilities recorded in connection with our acquisition of Wyeth.

()2009 and 2010 excludes federal, state and international net tax liabilities assumed or established on the date of the acquisition of Wyeth (See Note 2. Acquisition of Wyeth for additional
details) and $4 million in 2008 primarily related to the resolution of certain tax positions related to legacy Pharmacia Corporation (Pharmacia), which were debited or credited to Goodwill, as
appropriate.

On December 17, 2010, the Tax Relief, Unemployment Insurance Reauthorization, and Job Creation Act of 2010 extended the research and development tax credit from January 1, 2010,
through December 31, 2011.
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In the fourth-quarter of 2010, we recorded a tax benefit of approximately $1.4 billion related to an audit settlement with the U.S. Internal Revenue Service. The 2010 U.S. income tax was also
favorably impacted by the reversal of approximately $600 million of accruals related to interest on these unrecognized tax benefits. 2010 U.S. income tax was negatively impacted by the write-
off of approximately $270 million of deferred tax assets related to the Medicare Part D subsidy for retiree prescription drug coverage, resulting from changes in the U.S. healthcare legislation
enacted in March 2010 concerning the tax treatment of that subsidy effective for tax years beginning after December 31, 2012. During 2010, we also recognized $320 million in international tax
benefits for the resolution of certain tax positions pertaining to prior years with various foreign tax authorities, as well as from the expiration of the statute of limitations. The 2010 international
provision was also favorably impacted by $140 million related to the reversal of accruals for interest on these unrecognized tax benefits (See “Tax Contingencies” below for additional
information on audit settlements).

In the third-quarter of 2009, we recorded a tax benefit of $174 million related to the final resolution of an agreement-in-principle with the DOJ to settle investigations of past promotional
practices concerning Bextra and certain other investigations. This resulted in the receipt of information that raised our assessment of the likelihood of prevailing on the technical merits of our
tax position. In 2009 and 2008, we sold two of our biopharmaceutical companies, Vicuron Pharmaceuticals, Inc. (Vicuron) and Esperion Therapeutics, Inc. (Esperion), respectively. Both sales,
for nominal consideration, resulted in a loss for tax purposes that reduced our U.S. tax expense by $556 million in 2009 and $426 million in 2008. These tax benefits are a result of the
significant initial investment in these entities at the time of acquisition, primarily reported as an income statement charge for IPR&D at acquisition date. These tax benefits were offset by certain
costs associated with the Wyeth acquisition that are not deductible. In 2008, we effectively settled certain issues common among multinational corporations with various foreign tax authorities
relating to multiple prior years. As a result, in 2008 we recognized $305 million in tax benefits. 2008 also reflects the impact of the third-quarter 2008 provision for the proposed resolution of
certain Bextra and Celebrex civil litigation and the impact of the fourth-quarter 2008 provision for the proposed resolution of certain investigations, which were either not deductible or deductible
at lower tax rates.

Amounts reflected in the preceding tables are based on the location of the taxing authorities.

B. Tax Rate Reconciliation
Reconciliation of the U.S. statutory income tax rate to our effective tax rate for income from continuing operations follows:

YEAR ENDED DECEMBER 31,

2010 2009 2008
U.S. statutory income tax rate 35.0% 35.0% 35.0%
Earnings taxed at other than U.S. statutory rate 25 (9.3) (20.2)
Resolution of certain tax positions (26.4) — 3.1)
Sales of biopharmaceutical companies — (5.1) 4.3)
U.S. healthcare legislation 2.8 — —
U.S. research tax credit and manufacturing deduction (2.3) (1.3) 1.2)
Legal settlements 0.4 (1.6) 9.0
Acquired IPR&D 0.5 0.2 21
Wyeth acquisition-related costs 0.5 2.4 —
All other—net 1.1 — (0.3)
Effective tax rate for income from continuing operations 11.9% 20.3% 17.0%

For earnings taxed at other than the U.S. statutory rate, this rate impact reflects the fact that we operate manufacturing subsidiaries in Puerto Rico, Ireland and Singapore. We benefit from
Puerto Rican incentive grants that expire between 2013 and 2029. Under the grants, we are partially exempt from income, property and municipal taxes. In Ireland, we benefited from an
incentive tax rate effective through 2010 on income from manufacturing operations. In Singapore, we benefit from incentive tax rates effective through 2031 on income from manufacturing
operations. The rate impact also reflects the jurisdictional location of earnings and the costs of certain repatriation decisions and uncertain tax positions. In 2008, the rate impact also reflects
the realization of approximately $711 million (tax effect) in net operating losses.

For a discussion about the resolution of certain tax positions, see the “Tax Contingencies” section below. For a discussion about the sales of the biopharmaceutical companies, legal
settlements, and Wyeth acquisition related costs and about the impact of U.S. healthcare legislation, see the “Taxes on Income” section above. The charges for acquired IPR&D in 2010, 2009
and 2008 are primarily not deductible.
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C. Deferred Taxes

Deferred taxes arise as a result of basis differentials between financial statement accounting and tax amounts. The tax effect of the major items recorded as deferred tax assets and liabilities,
shown before jurisdictional netting, as of December 31 is as follows:

2010 DEFERRED TAX

2009 DEFERRED TAX

(MILLIONS OF DOLLARS) ASSETS (LIABILITIES) ASSETS (LIABILITIES)
Prepaid/deferred items $ 1,321 $ (112) $ 1,330 $ (60)
Inventories 132 (59) 437 (859)
Intangibles 1,165 (17,104) 949 (19,802)
Property, plant and equipment 420 (2,146) 715 (2,014)
Employee benefits 4,479 (56) 4,786 (66)
Restructurings and other charges 1,359 (70) 884 8)
Legal and product liability reserves 1,411 — 1,010 —
Net operating loss/credit carryforwards 4,575 — 4,658 —
Unremitted earnings — (9,524) — (7,057)
State and local tax adjustments 452 — 747 —
All other 607 (575) 744 (187)
Subtotal 15,921 (29,646) 16,260 (30,053)
Valuation allowance (894) — (353) —
Total deferred taxes $ 15,027 $ (29,646) $ 15,907 $ (30,053)
Net deferred tax liability $ (14,619) $ (14,146)
The net deferred tax liability is classified in our Consolidated Balance Sheets as follows:
DEFERRED DEFERRED
TAX TAX
ASSET/ ASSET/
(LIABILITY) (LIABILITY)

Current:

Taxes and other current assets $ 2,951 $ 2,591

Other current liabilities (111) (226)
Noncurrent:

Taxes and other noncurrent assets 1,189 1,328

Noncurrent deferred tax liabilities (18,648) (17,839)
Net deferred tax liability $  (14,619) $  (14,146)

The increase in net deferred tax liability position in 2010, compared to 2009, was primarily due to an increase in noncurrent deferred tax liabilities on unremitted earnings, partially offset by an
increase in current deferred tax assets established as a result of litigation charges incurred in connection with our wholly owned subsidiary Quigley Company, Inc. and a reduction in noncurrent
deferred tax liabilities related to identifiable intangibles established in connection with our acquisition of Wyeth.

We have carryforwards, primarily related to foreign tax credit carryovers, net operating loss carryovers and capital loss carryforwards, which are available to reduce future U.S. federal and
state, as well as international, income taxes payable with either an indefinite life or expiring at various times between 2011 and 2029. Certain of our U.S. net operating losses are subject to
limitations under Internal Revenue Code Section 382.

Valuation allowances are provided when we believe that our deferred tax assets are not recoverable based on an assessment of estimated future taxable income that incorporates ongoing,
prudent and feasible tax planning strategies.

As of December 31, 2010, we have not made a U.S. tax provision on approximately $48.2 billion of unremitted earnings of our international subsidiaries. As of December 31, 2010, these
earnings are intended to be permanently reinvested overseas; as such, it is not practical to compute the estimated deferred tax liability on these permanently reinvested earnings.

D. Tax Contingencies

We are subject to income tax in many jurisdictions, and a certain degree of estimation is required in recording the assets and liabilities related to income taxes. All of our tax positions are
subject to audit by the local taxing authorities in each tax jurisdiction. These tax audits can involve complex issues, interpretations and judgments and the resolution of matters may span
multiple years, particularly if subject to negotiation or litigation. As a result, our evaluation of tax contingencies can involve a series of complex judgments about future events and can rely
heavily on estimates and assumptions deemed reasonable by management. However, if our estimates and assumptions are not representative of actual outcomes, our results could be
materially impacted. For a description of our accounting policies associated with accounting for income tax contingencies, see Note 1P. Significant Accounting Policies: Deferred Tax Assets
and Income Tax Contingencies and Note 1C. Significant Accounting Policies: Estimates and Assumptions.
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Because tax law is complex and often subject to varied interpretations, it is uncertain whether some of our tax positions will be sustained upon audit. As of December 31, 2010 and 2009, we
had approximately $5.8 billion and $6.4 billion in net liabilities associated with uncertain tax positions, excluding associated interest.

« Tax assets associated with uncertain tax positions primarily represent our estimate of the potential tax benefits in one tax jurisdiction that could result from the payment of income taxes in
another tax jurisdiction. These potential benefits generally result from cooperative efforts among taxing authorities, as required by tax treaties to minimize double taxation, commonly
referred to as the competent authority process. The recoverability of these assets, which we believe to be more likely than not, is dependent upon the actual payment of taxes in one tax
jurisdiction and, in some cases, the successful petition for recovery in another tax jurisdiction. As of December 31, 2010 and 2009, we had approximately $1.0 billion and $1.3 billion,
respectively, in assets associated with uncertain tax positions recorded in Taxes and other noncurrent assets .

« Tax liabilities associated with uncertain tax positions represent unrecognized tax benefits, which arise when the estimated benefit recorded in our financial statements differs from the
amounts taken or expected to be taken in a tax return because of the uncertainties described above. These unrecognized tax benefits relate primarily to issues common among
multinational corporations. Substantially all of these unrecognized tax benefits, if recognized, would impact our effective income tax rate.

A reconciliation of the beginning and ending amounts of gross unrecognized tax benefits is as follows:

(MILLIONS OF DOLLARS) 2010 2009
Balance, January 1 $(7,657)  $(5,372)
Acquisition of Wyeth (49) (1,785)
Increases based on tax positions taken during a prior period (&) (513) (79)
Decreases based on tax positions taken during a prior period (2) + (b) 2,384 38
Decreases based on cash payments for a prior period 280 —
Increases based on tax positions taken during the current period (2) (1,396) (941)
Decreases based on tax positions taken during the current period — 712
Impact of foreign exchange 104 (284)
Other, net (¢) 88 54
Balance, December 31 (9) $(6,759)  $(7,657)

(a)Primarin included in Provision for taxes on income .

P)Decreases are primarily a result of effectively settling certain issues with the U.S. and foreign tax authorities for a net benefit of $1.7 billion, reflecting the reversal of the related tax assets
associated with the competent authority process and state and local taxes and are primarily included in Provision for taxes on income.

c)Primarily includes decreases as a result of a lapse of applicable statutes of limitations.
In 2010, included in Income taxes payable ($421 million), Taxes and other current assets ($279 million), Taxes and other noncurrent assets ($169 million), Noncurrent deferred tax liabilities
($369 million) and Other taxes payable ($5.5 billion). In 2009, included in Income taxes payable ($144 million), Taxes and other current assets ($78 million), Noncurrent deferred tax liabilities
($208 million) and Other taxes payable ($7.2 billion).

< Interest related to our unrecognized tax benefits is recorded in accordance with the laws of each jurisdiction and is recorded in Provision for taxes on income in our Consolidated
Statements of Income. In 2010, we recorded net interest income of $545 million, primarily as a result of settling certain issues with the U.S. and various foreign tax authorities, which are
discussed below. In 2009 and 2008, we recorded net interest expense of $191 million and $106 million. Gross accrued interest totaled $952 million as of December 31, 2010 and $1.9
billion as of December 31, 2009 (including $300 million recorded upon the acquisition of Wyeth). In 2010, these amounts were included in Income taxes payable ($112 million), Taxes and
other current assets ($122 million) and Other taxes payable ($718 million). In 2009, these amounts were included in Income taxes payable ($90 million), Taxes and other current assets
($55 million) and Other taxes payable ($1.8 billion). Accrued penalties are not significant.

The United States is one of our major tax jurisdictions. During the fourth-quarter of 2010, we reached a settlement with the U.S. Internal Revenue Service (IRS) related to issues we had
appealed with respect to the audits of the Pfizer Inc. tax returns for the years 2002 through 2005, as well as the Pharmacia audit for the year 2003 through the date of merger with Pfizer (April
16, 2003). The IRS concluded its examination of the aforementioned tax years and issued a final Revenue Agent's Report (RAR). The company has agreed with all of the adjustments and
computations contained in the RAR. As a result of settling these audit years, in the fourth quarter of 2010, we reduced our unrecognized tax benefits by approximately $1.4 billion and recorded
a corresponding tax benefit. The fourth-quarter and full-year 2010 effective tax rates were also favorably impacted by the reversal of $600 million of accruals related to interest on these
unrecognized tax benefits. The 2006, 2007 and 2008 tax years currently are under audit. The 2009 and 2010 tax years are not yet under audit. All other tax years in the U.S. for Pfizer Inc. are
closed under the statute of limitations. With respect to Wyeth, the years 2002 through 2005 currently are under IRS audit, and tax years 2006 through the Wyeth acquisition date (October 15,
2009) are not yet under audit.

In addition to the open audit years in the U.S., we have open audit years in other major tax jurisdictions, such as Canada (1998-2010), Japan (2006-2010), Europe (1997-2010, primarily
reflecting Ireland, the United Kingdom, France, Italy, Spain and Germany) and Puerto Rico (2003-2010). During 2010, we also recognized $320 million in tax benefits resulting from the
resolution of certain tax positions pertaining to prior years with various foreign tax authorities as well as from the expiration of the statute of limitations. The 2010 effective tax rate was also
favorably impacted by $140 million related to the reversal of accruals for interest on these unrecognized tax benefits.
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Any settlements or statute of limitations expirations would likely result in a significant decrease in our uncertain tax positions. We estimate that within the next 12 months, our gross
unrecognized tax benefits, exclusive of interest, could decrease by as much as $750 million, as a result of settlements with taxing authorities or the expiration of the statute of limitations. Our
estimates of unrecognized tax benefits and potential tax benefits may not be representative of actual outcomes, and variation from such estimates could materially affect our financial
statements in the period of settlement or when the statutes of limitations expire, as we treat these events as discrete items in the period of resolution. Finalizing audits with the relevant taxing
authorities can include formal administrative and legal proceedings, and, as a result, it is difficult to estimate the timing and range of possible change related to our uncertain tax positions, and
such changes could be significant.

8. Other Comprehensive Income/(Loss)

Changes, net of tax, in Accumulated other comprehensive (loss)/income and the components of comprehensive income follow:

NET UNREALIZED

GAINS/(LOSSES) BENEFIT PLANS

PRIOR
SERVICE
(COSTS)/
CURRENCY ACCUMULATED
TRANSLATION ACTUARIAL CREDITS OTHER
DERIVATIVE AVAILABLE COMPREHENSIVE
ADJUSTMENT FINANCIAL FOR-SALE GAINS/ AND
(MILLIONS OF DOLLARS) AND OTHER INSTRUMENTS SECURITIES (LOSSES) OTHER (LOSS)/INCOME
Balance, January 1, 2008 $ 3,872 $ (32) $ 54 $ (1,567) $ (28) $ 2,299
Other comprehensive income/(loss)—Pfizer Inc (8):
Foreign currency translation adjustments (5,898) — — — — (5,898)
Unrealized holding gains/(losses) — 69 (193) — — (124)
Reclassification adjustments to income (®) @ — (20) — — (22)
Actuarial gains/(losses) and other benefit plan
items — — — (3,098) 22 (3,076)
Amortization of actuarial losses and other
benefit plan items — — — 130 3 133
Curtailments and settlements—net — — — 280 3 283
Other 10 — — 129 35 174
Income taxes 629 9) 73 994 (25) 1,662
(6,868)
Balance, December 31, 2008 (1,389) 28 (86) (3,132) 10 (4,569)
Oth?r) comprehensive income/(loss)—Pfizer Inc.
a) -
Foreign currency translation adjustments 4,978 — — — — 4,978
Unrealized holding gains — 291 576 — — 867
Reclassification adjustments to income (®) 5 (299) (143) — — (437)
Actuarial gains/(losses) and other benefit plan
items — — — (701) 154 (547)
Amortization of actuarial losses and other
benefit plan items — — — 291 (6) 285
Curtailments and settlements—net — — — 390 (5) 385
Other 2 — — (192) 3) (193)
Income taxes (46) (14) (78) (23) (56) (217)
5,121
Balance, December 31, 2009 3,550 6 269 (3,367) 94 552
Othzer) comprehensive income/(loss)—Pfizer Inc.
a) -
Foreign currency translation adjustments (3,544) — — — — (3,544)
Unrealized holding gains/(losses) — (1,043) 7 — — (1,036)
Reclassification adjustments to income (®) 7 702 (141) — — 554
Actuarial gains/(losses) and other benefit plan
items — — — (1,428) 550 (878)
Amortization of actuarial losses and other
benefit plan items — — — 262 (43) 219
Curtailments and settlements—net — — — 266 (49) 217
Other 5 — — 90 6 101
Income taxes 165 127 22 230 (169) 375
(3,992)
Balance, December 31, 2010 $ 169 $ (208) $ 157 $ (3,947) $ 389 $ (3,440)

(2) Amounts do not include foreign currency translation adjustments attributable to noncontrolling interests of $4 million in 2010, $5 million in 2009 and $35 million in 2008.

O)the currency translation adjustments reclassified to income resulted from the sale of businesses.

Income taxes are not provided for foreign currency translation relating to permanent investments in international subsidiaries.

As of December 31, 2010, we estimate that we will reclassify into 2011 income the following pre-tax amounts currently held in Accumulated other comprehensive (loss)/income : $7 million of
the unrealized holding gains on derivative financial instruments; $280 million of actuarial losses related to benefit plan obligations and plan assets and other benefit plan items; and $72 million
of prior service credits related primarily to benefit plan amendments.
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9. Financial Instruments

A. Selected Financial Assets and Liabilities
Information about certain of our financial assets and liabilities follows:

AS OF DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009
Selected financial assets measured at fair value on a recurring basis (@) :
Trading securities () $ 173 $ 184
Available-for-sale debt securities () 32,699 32,338
Available-for-sale money market funds (@) 1,217 2,569
Available-for-sale equity securities, excluding money market funds (¢) 230 281
Derivative financial instruments in receivable positions (©) :
Interest rate swaps 603 276
Foreign currency forward-exchange contracts 494 502
Foreign currency swaps 128 798
Total 35,544 36,948
Other selected financial assets 0
Held-to-maturity debt securities, carried at amortized cost (¢) 1,178 812
Private equity securities, carried at cost or equity method (9) 1,135 811
Short-term loans, carried at cost 1) 467 1,195
Long-term loans, carried at cost (") 299 784
Total 3,079 3,602
Total selected financial assets (1) $38,623 $40,550
Financial liabilities measured at fair value on a recurring basis @ :
Derivative financial instruments in a liability position 0) :
Foreign currency swaps $ 623 $ 528
Foreign currency forward-exchange contracts 257 237
Interest rate swaps 4 25
Total 884 790
Other financial liabilities () :
Short-term borrowings, carried at historical proceeds, as adg'usted ®. O 5,623 5,469
Long-term debt, carried at historical proceeds, as adjusted (). () 38,410 43,193
Total 44,033 48,662
Total selected financial liabilities $44,917 $49,452

@Eajr values are determined based on valuation techniques categorized as follows: Level 1 means the use of quoted prices for identical instruments in active markets; Level 2 means the use
of quoted prices for similar instruments in active markets or quoted prices for identical or similar instruments in markets that are not active or are directly or indirectly observable; Level 3
means the use of unobservable inputs. All of our financial assets and liabilities measured at fair value on a recurring basis use Level 2 inputs in the calculation of fair value, except that
included in available-for-sale equity securities, excluding money market funds, are $105 million as of December 31, 2010 and $77 million as of December 31, 2009 of investments that use
Level 1 inputs in the calculation of fair value. None of our financial assets and liabilities measured at fair value on a recurring basis are valued using Level 3 inputs at December 31, 2010 or
2009.

(b)Trading securities are held in trust for legacy business acquisition severance benefits.

©Gross unrealized gains and losses are not significant.

@includes approximately $625 million as of December 31, 2010 and approximately $1.2 billion as of December 31, 2009 of money market funds held in escrow to secure certain of Wyeth's
payment obligations under its 1999 Nationwide Class Action Settlement Agreement, which relates to litigation against Wyeth concerning its former weight-loss products, Redux and Pondimin
(see Note 9G. Financial Instruments: Guarantee ).

®)Designated as hedging instruments, except for certain foreign currency contracts used as offsets; namely, foreign currency forward-exchange contracts with fair values of $326 million and
foreign currency swaps with fair values of $17 million at December 31, 2010; and foreign currency swaps with fair values of $106 million and foreign currency forward-exchange contracts
with fair values of $100 million at December 31, 2009.

OThe differences between the estimated fair values and carrying values of our financial assets and liabilities not measured at fair value on a recurring basis were not significant as of
December 31, 2010 or December 31, 2009.

9our private equity securities represent investments in the life sciences sector.

Mour short-term and long-term loans are due from companies with highly rated securities (Standard & Poor’s (S&P) ratings of mostly AA or better).

(O The decrease in selected financial assets is primarily due to the use of proceeds of short-term investments for repayment of short-term borrowings and for tax payments made in the first
_quarter of 2010, primarily associated with certain business decisions executed to finance the Wyeth acquisition, partially offset by cash flows from operations.
Designated as hedging instruments, except for certain foreign currency contracts used as offsets; namely, foreign currency forward-exchange contracts with fair values of $186 million and
foreign currency swaps with fair values of $93 million at December 31, 2010; and foreign currency forward-exchange contracts with fair values of $122 million and foreign currency swaps
with fair values of $3 million at December 31, 2009.
The carrying amounts may include adjustments for discount or premium amortization or for the effect of interest rate swaps designated as hedges.

Oincludes foreign currency borrowings with fair values of $2.0 billion at December 31, 2010 and $1.1 billion at December 31, 2009, which are used as hedging instruments.
(Mincludes foreign currency debt with fair values of $880 million at December 31, 2010 and $2.1 billion at December 31, 2009, which are used as hedging instruments.

(MThe fair value of our long-term debt is $42.3 billion at December 31, 2010 and $46.2 billion at December 31, 2009.
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The following methods and assumptions were used to estimate the fair value of our financial assets and liabilities:
« Trading equity securities—quoted market prices.
« Trading debt securities—observable market interest rates.

« Available-for-sale debt securities—third-party matrix-pricing model that uses significant inputs derived from or corroborated by observable market data and credit-adjusted interest rate yield
curves.

« Available-for-sale money market funds—observable Net Asset Value prices.

« Available-for-sale equity securities, excluding money market funds—third-party pricing services that principally use a composite of observable prices.

« Derivative financial instruments (assets and liabilities)—third-party matrix-pricing model that uses significant inputs derived from or corroborated by observable market data. Where
applicable, these models discount future cash flow amounts using market-based observable inputs, including interest rate yield curves, and forward and spot prices for currencies. The

credit risk impact to our derivative financial instruments was not significant.

« Held-to-maturity debt securities—third-party matrix-pricing model that uses significant inputs derived from or corroborated by observable market data and credit-adjusted interest rate yield
curves.

« Private equity securities, excluding equity-method investments—application of the implied volatility associated with an observable biotech index to the carrying amount of our portfolio and,
to a lesser extent, performance multiples of comparable securities adjusted for company-specific information.

« Short-term and long-term loans—third-party model that discounts future cash flows using current interest rates at which similar loans would be made to borrowers with similar credit ratings
and for the same remaining maturities.

« Short-term borrowings and long-term debt—third-party matrix-pricing model that uses significant inputs derived from or corroborated by observable market data and our own credit rating.

In addition, we have long-term receivables where the determination of fair value employs discounted future cash flows, using current interest rates at which similar loans would be made to
borrowers with similar credit ratings and for the same remaining maturities.

A single estimate of fair value for these financial instruments relies heavily on estimates and assumptions (see Note 1C. Significant Accounting Polices: Estimates and Assumptions ).

These selected financial assets and liabilities are presented in our Consolidated Balance Sheets as follows :

AS OF DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009
Assets
Cash and cash equivalents $ 906 $ 666
Short-term investments 26,277 23,991
Short-term loans 467 1,195
Long-term investments and loans 9,748 13,122
Taxes and other current assets @ 515 526
Taxes and other noncurrent assets (b) 710 1,050
Total $38,623 $40,550
Liabilities
Short-term borrowings, including current portion of long-term debt $ 5,623 $ 5,469
Other current liabilities (©) 339 369
Long-term debt 38,410 43,193
Other noncurrent liabilities () 545 421
Total $44,917 $49,452

(3)as of December 31, 2010, derivative instruments at fair value include foreign currency forward-exchange contracts ($494 million) and foreign currency swaps ($21 million) and, as of
December 31, 2009, include foreign currency forward-exchange contracts ($503 million) and foreign currency swaps ($23 million).
As of December 31, 2010, derivative instruments at fair value include interest rate swaps ($603 million) and foreign currency swaps ($107 million) and, as of December 31, 2009, include
foreign currency swaps ($774 million) and interest rate swaps ($276 million).
©)at December 31, 2010, derivative instruments at fair value include foreign currency forward-exchange contracts ($257 million), foreign currency swaps ($79 million) and interest rate swaps
($3 million) and, as of December 31, 2009, include foreign currency forward-exchange contracts ($237 million) and foreign currency swaps ($132 million).
DAt December 31, 2010, derivative instruments at fair value include foreign currency swaps ($544 million) and interest rate swaps ($1 million) and, as of December 31, 2009, include foreign
currency swaps ($396 million) and interest rate swaps ($25 million).

(b)

There were no significant impairments of financial assets recognized in 2010, 2009 or 2008.
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B. Investments in Debt and Equity Securities

The contractual maturities of the available-for-sale and held-to-maturity debt securities as of December 31, 2010, follow:

YEARS
TOTAL AS OF
OVER 1 DECEMBER 31,
(MILLIONS OF DOLLARS) WITHIN 1 TO5 2010
Available-for-sale debt securities:
Western European and other government debt $ 17,702 $ 1,754 $ 19,456
Corporate debt @) 1,551 2,180 3,731
Supranational debt 2,930 350 3,280
Western European and other government agency debt 2,299 88 2,387
Federal Home Loan Mortgage Corporation and Federal National Mortgage Association asset-backed securities — 2,345 2,345
Reverse repurchase agreements () 900 — 900
U.S. government Federal Deposit Insurance
Corporation guaranteed debt — 536 536
Other asset-backed securities 10 31 41
Certificates of deposit 23 — 23
Held-to-maturity debt securities:
Certificates of deposit and other 1,172 6 1,178
Total debt securities $ 26,587 $ 7,290 $ 33,877
Trading securities 173
Available-for-sale money market funds () 1,217
Available-for-sale equity securities, excluding money market funds 230
Total $ 35,497

(a)Larger issued by above-investment-grade institutions in the financial services sector.
Very short-term agreements involving U.S. government securities.

¢)Consisting of securities issued by the U.S. government and its agencies or instrumentalities and reverse repurchase agreements involving the same investments held.

C. Short-Term Borrowings

Short-term borrowings include amounts for commercial paper of $1.2 billion as of December 31, 2010, and $3.9 billion as of December 31, 2009. The weighted-average effective interest rate

on short-term borrowings outstanding was 2.8% as of December 31, 2010, and 0.7% as of December 31, 2009.

As of December 31, 2010, we had access to $9.0 billion of lines of credit, of which $1.9 billion expire within one year. Of these lines of credit, $8.4 billion are unused, of which our lenders have
committed to loan us $7.0 billion at our request. Also, $7.0 billion of our unused lines of credit, all of which expire in 2013, may be used to support our commercial paper borrowings.
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D. Long-Term Debt

Information about our long-term debt follows:

AS OF DECEMBER 31,

MATURITY
(MILLIONS OF DOLLARS) DATE 2010 2009
Senior unsecured notes:
4.45% @ March 2012 $ 3,543 $ 3,510
6.20% @ March 2019 3,247 3,247
5.35% (@ March 2015 3,000 2,997
4.75% euro () June 2016 2,665 2,867
5.75% euro ®) June 2021 2,662 2,865
7.20% @ March 2039 2,564 2,455
3.625% euro (®) June 2013 2,466 2,653
6.50% U.K. pound (®) June 2038 2,306 2,408
5.95% April 2037 2,089 2,091
5.50% February 2014 1,921 1,912
5.50% March 2013 1,608 1,617
4.55% euro May 2017 1,322 1,391
4.75% euro December 2014 1,302 1,385
5.50% February 2016 1,074 1,087
6.95% March 2011 — 1,570
Floating rate notes at the three-month London Interbank Offering Rate
(LIBOR), plus 1.95% March 2011 — 1,250
Notes and other debt with a weighted-average interest rate of 5.26% () 2011-2018 2,342 2,355
Notes and other debt with a weighted-average interest rate of 6.51% (@) 2021-2036 3,464 3,488
Foreign currency notes and other foreign currency debt with a weighted- average interest rate of 2.50% (©) 2014-2016 835 2,045
Total long-term debt $ 38,410 $ 43,193
Current portion not included above $ 3,502 $ 27

@ |nstrument is callable by us at any time at the greater of 100% of the principal amount or the sum of the present values of the remaining scheduled payments of principal and interest
discounted at the U.S. Treasury rate plus 0.50% plus, in each case, accrued and unpaid interest.
Instrument is callable by us at any time at the greater of 100% of the principal amount or the sum of the present values of the remaining scheduled payments of principal and interest
discounted at a comparable government bond rate plus 0.20% plus accrued and unpaid interest.

(©) Contains debt issuances with a weighted-average maturity of approximately 6 years.
Contains debt issuances with a weighted-average maturity of approximately 19 years.

() Contains debt issuances with a weighted-average maturity of approximately 5 years.

Long-term debt outstanding as of December 31, 2010 matures in the following years:

AFTER
(MILLIONS OF DOLLARS) 2012 2013 2014 2015 2015
Maturities $3,554 $4,081 $4,066 $3,006 $23,703

In March 2007, we filed a securities registration statement with the SEC. The registration statement was filed under the automatic shelf registration process available to “well-known seasoned
issuers” and expired in March 2010. On March 24, 2009, in order to partially finance our acquisition of Wyeth, we issued $13.5 billion of senior unsecured notes under this registration
statement. On June 3, 2009, also in order to partially finance our acquisition of Wyeth, we issued approximately $10.5 billion of senior unsecured notes in a private placement pursuant to
Regulation S under the Securities Act of 1933, as amended (Securities Act of 1933). The notes issued on June 3, 2009 have not been and will not be registered under the Securities Act of
1933 and, subject to certain exceptions, may not be sold, offered or delivered within the U.S. to, or for the account or benefit of, U.S. persons.

E. Derivative Financial Instruments and Hedging Act ivities

Foreign Exchange Risk —A significant portion of our revenues, earnings and net investments in foreign affiliates is exposed to changes in foreign exchange rates. We seek to manage our
foreign exchange risk, in part, through operational means, including managing expected same-currency revenues in relation to same-currency costs and same-currency assets in relation to
same-currency liabilities. Depending on market conditions, foreign exchange risk also is managed through the use of derivative financial instruments and foreign currency debt. These financial
instruments serve to protect net income and net investments against the impact of the translation into U.S. dollars of certain foreign exchange-denominated transactions. The aggregate
notional amount of foreign exchange derivative financial instruments hedging or offsetting foreign currency exposures is $47.6 billion. The derivative financial instruments primarily hedge or
offset exposures in the euro, Japanese yen and U.K. pound. The maximum length of time over which we are hedging future foreign exchange cash flows relates to our $2.3 billion U.K. pound
debt maturing in 2038.
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All derivative contracts used to manage foreign currency risk are measured at fair value and are reported as assets or liabilities on the consolidated balance sheet. Changes in fair value are
reported in earnings or deferred, depending on the nature and purpose of the financial instrument (offset or hedge relationship) and the effectiveness of the hedge relationships, as follows:

« We defer on the balance sheet the effective portion of the gains or losses on foreign currency forward-exchange contracts and foreign currency swaps that are designated as cash flow
hedges and reclassify those amounts, as appropriate, into earnings in the same period or periods during which the hedged transaction affects earnings.

* We recognize the gains and losses on forward-exchange contracts and foreign currency swaps that are used to offset the same foreign currency assets or liabilities immediately into
earnings along with the earnings impact of the items they generally offset. These contracts essentially take the opposite currency position of that reflected in the month-end balance sheet
to counterbalance the effect of any currency movement.

* We recognize the gain and loss impact on foreign currency swaps designated as hedges of our net investments in earnings in three ways: over time—for the periodic net swap payments;
immediately—to the extent of any change in the difference between the foreign exchange spot rate and forward rate; and upon sale or substantial liquidation of our net investments—to the
extent of change in the foreign exchange spot rates.

« We defer on the balance sheet foreign exchange gains and losses related to foreign exchange-denominated debt designated as a hedge of our net investments in foreign subsidiaries and
reclassify those amounts into earnings upon the sale or substantial liquidation of our net investments.

Any ineffectiveness is recognized immediately into earnings. There was no significant ineffectiveness in 2010, 2009 or 2008.

Interest Rate Risk— Our interest-bearing investments, loans and borrowings are subject to interest rate risk. We seek to invest and loan primarily on a short-term or variable-rate basis;
however, in light of current market conditions, we currently borrow primarily on a long-term, fixed-rate basis. From time to time, depending on market conditions, we will change the profile of
our outstanding debt by entering into derivative financial instruments like interest rate swaps.

We entered into derivative financial instruments to hedge or offset the fixed interest rates on the hedged item, matching the amount and timing of the hedged item. The aggregate notional
amount of interest rate derivative financial instruments is $11.6 billion. The derivative financial instruments hedge U.S. dollar and euro fixed-rate debt.

All derivative contracts used to manage interest rate risk are measured at fair value and reported as assets or liabilities on the consolidated balance sheet. Changes in fair value are reported in
earnings, as follows:

* We recognize the gains and losses on interest rate swaps that are designated as fair value hedges in earnings upon the recognition of the change in fair value of the hedged risk. We
recognize the offsetting earnings impact of fixed-rate debt attributable to the hedged risk also in earnings.

Any ineffectiveness is recognized immediately into earnings. There was no significant ineffectiveness in 2010, 2009 or 2008.
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Information about gains/(losses) incurred to hedge or offset operational foreign exchange or interest rate risk is as follows:

GAINS/(LOSSES)
YEARS ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009
Derivative Financial Instruments in Fair Value Hedge Relationships
Interest rate swaps
Recognized in OID (@), (0) $ — $ (6)
Foreign currency swaps
Recognized in OID @), (0) — (3)

Derivative Financial Instruments in Cash Flow Hedge Relationships
U.S. Treasury interest rate locks
Recognized in OID (@) $ — $ (11)
Recognized in OCI @). (¢) — (16)
Reclassified from OCI to OID @). (¢) — —
Foreign currency swaps
Recognized in OID @) — —
Recognized in OCI @), (¢) (1,054) 305
Reclassified from OCI to OID @) (¢) (704) 281
Foreign currency forward exchange contracts
Recognized in OID (@) — —

Recognized in OCI @). (¢) (6) 6
Reclassified from OCl to OID (@). (¢) 2 18
Derivative Financial Instruments in Net Investment Hedge Relationships
Foreign currency swaps
Recognized in OID (@) $ 1) $ 1)
Recognized in OCI (@). (¢) (97) 17
Derivative Financial Instruments Not Designated as Hedges
Foreign currency swaps
Recognized in OID (@) $ 20 $ 22
Foreign currency forward-exchange contracts
Recognized in OID @) (454) (418)
Non-Derivative Financial Instruments in Net Investment Hedge Relationships
Foreign currency short-term borrowings
Recognized in OID (@) $ — $ —
Recognized in OCI @). (¢) (241) 54

Foreign currency long-term debt
Recognized in OID (@) —
Recognized in OCI (@). (¢) (91) 52

® 0oID = Other (income)/deductions——net. OCI = Other comprehensive income/(loss) , included in the balance sheet account Accumulated other comprehensive (loss)/income .

) Also includes gains and losses attributable to the hedged risk.

¢ Amounts presented represent the effective portion of the gain or loss. For derivative financial instruments in cash flow hedge relationships, the effective portion is included in Other
comprehensive income/(loss)—Net unrealized gains/(losses) on derivative financial instruments . For derivative financial instruments in net investment hedge relationships and for foreign
currency debt designated as hedging instruments, the effective portion is included in Other comprehensive income/(loss)—Currency translation adjustment and other.

For information about the fair value of our derivative financial instruments, and the impact on our consolidated balance sheet, see Note 9A. Financial Instruments: Selected Financial Assets
and Liabilities. Certain of our derivative instruments are covered by associated credit-support agreements that have credit-risk-related contingent features designed to reduce our
counterparties’ exposure to our risk of defaulting on amounts owed. The aggregate fair value of these derivative instruments that are in a liability position is $628 million, for which we have
posted collateral of $452 million in the normal course of business. These features include the requirement to pay additional collateral in the event of a downgrade in our debt ratings. If there
had been a downgrade to below an A rating by S&P or the equivalent rating by Moody’s Investors Service, on December 31, 2010, we would have been required to post an additional $194
million of collateral to our counterparties. The collateral advanced receivables are reported in Cash and cash equivalents.

F. Credit Risk

On an ongoing basis, we review the creditworthiness of counterparties to our foreign exchange and interest rate agreements and do not expect to incur a significant loss from failure of any
counterparties to perform under the agreements. There are no significant concentrations of credit risk related to our financial instruments with any individual counterparty. As of December 31,
2010, we had $2.7 billion due from a well-diversified, highly rated group (S&P ratings of primarily A+ or better) of bank counterparties around the world. See Note 9B. Financial Instruments:
Investment in Debt and Equity Securities for a distribution of our investments.

In general, there is no requirement for collateral from customers. However, derivative financial instruments are executed under master netting agreements with financial institutions. These
agreements contain provisions that provide for the ability for collateral payments, depending on levels of exposure, our credit rating and the credit rating of the counterparty. As of
December 31, 2010, we received cash collateral of $300 million against various counterparties. The collateral primarily supports the approximate fair value of our derivative contracts. The
collateral received obligations are reported in Short-term borrowings, including current portion of long-term debt.
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G. Guarantee

On April 15, 2010, Wyeth LLC (Wyeth), a wholly owned subsidiary of Pfizer Inc. (Pfizer), entered into the Tenth Amendment (Tenth Amendment) to the 1999 Diet Drug Nationwide Settlement
Agreement (Settlement Agreement) related to the litigation against Wyeth concerning its former weight-loss products, Redux and Pondimin. Pursuant to the Tenth Amendment, Pfizer entered
into an agreement to guarantee Wyeth's obligation to make certain payments under the Settlement Agreement up to a maximum amount of $1.5 billion (Guarantee). The Guarantee, which
went into effect on July 12, 2010, will remain in effect until the termination of Wyeth's long-term obligation to make such payments. This Guarantee also had the effect of releasing
approximately $575 million from a money market fund held in escrow to secure these Wyeth obligations.

10. Inventories

The components of inventories follow:

AS OF DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009
Finished goods $ 3,760 $ 5,249
Work-in-process 3,733 5,776
Raw materials and supplies 912 1,378
Total inventories (), (b) $ 8,405 $ 12,403

®The decrease in total inventories is primarily due to the inventory sold during 2010 that was acquired from Wyeth and had been recorded at fair value, as well as operational reductions and
the impact of foreign exchange. Also, in the third quarter of 2010, we recorded, in Cost of sales, a write-off of inventory of $212 million (which includes a purchase accounting fair value
adjustment of $104 million) primarily related to Biopharmaceutical inventory acquired as part of our acquisition of Wyeth that became unusable after the acquisition date.

Certain amounts of inventories are in excess of one year’s supply. These excess amounts are primarily attributable to biologics inventory acquired from Wyeth at fair value and the quantities
are generally consistent with the normal operating cycle of such inventory. There are no recoverability issues associated with these quantities.

(b)

11. Property, Plant and Equipment

The major categories of property, plant and equipment follow:

AS OF DECEMBER 31,

USEFUL LIVES

(MILLIONS OF DOLLARS) (YEARS) 2010 2009
Land - $ 803 $ 937
Buildings 33 1/3-50 13,405 14,186
Machinery and equipment 8-20 12,335 12,236
Furniture, fixtures and other 312 1/2 4,720 4,599
Construction in progress — 1,035 1,966

32,298 33,924
Less: Accumulated depreciation 13,175 11,144
Total property, plant and equipment $19,123 $22,780

12. Goodwill and Other Intangible Assets
A. Goodwill

The changes in the carrying amount of goodwill for the years ended December 31, 2010 and 2009 follow:

(MILLIONS OF DOLLARS) BIOPHARMACEUTICAL DIVERSIFIED OTHER @ TOTAL
Balance as of January 1, 2009 $21,317 $ 147 $ — $21,464
Additions — — 19,954 19,954
Other (¢) 848 26 84 958
Balance, December 31, 2009 $22,165 $ 173 $ 20,038 $42,376
Additions 72 19 2,1630) 2,254
Other (¢) (480) (14) (189) (683)
Allocation of Other goodwill @) 19,226 2,786 (22,012) —
Balance as of December 31, 2010 $40,983 $ 2,964 $ — $43,947

(3)The Other goodwill relates to our acquisition of Wyeth that was unallocated and subject to change until we completed the recording of the assets acquired and liabilities assumed from
Wyeth (see Note 2. Acquisition of Wyeth ).
(D) Reflects the impact of measurement period adjustments (see Note 2. Acquisition of Wyeth ).

(¢) Primarily reflects the impact of foreign exchange. In 2009, the impact of foreign exchange was partially offset by a reduction of approximately $150 million in Biopharmaceutical in
connection with the formation of ViiV (see Note 3E. Other Significant Transactions and Events: Equity-Method Investments for additional information).
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B. Other Intangible Assets
The components of identifiable intangible assets, primarily included in our Biopharmaceutical segment, follow:

AS OF DECEMBER 31,

2010 2009

IDENTIFIABLE IDENTIFIABLE

INTANGIBLE INTANGIBLE

GROSS ASSETS, LESS GROSS ASSETS, LESS

CARRYING ACCUMULATED ACCUMULATED CARRYING ACCUMULATED ACCUMULATED

(MILLIONS OF DOLLARS) AMOUNT AMORTIZATION AMORTIZATION AMOUNT AMORTIZATION AMORTIZATION
Finite-lived intangible assets @) :

Developed technology rights $ 68,432 $ (26,223) $ 42,209 $ 68,870 $ (21,223) $ 47,647

Brands 1,626 (607) 1,019 1,637 (535) 1,102

License agreements 637 (248) 389 622 (119) 503

Trademarks 107 (74) 33 113 (73) 40

Other 429 (250) 179 488 (231) 257

Total amortized finite-lived intangible assets 71,231 (27,402) 43,829 71,730 (22,181) 49,549
Indefinite-lived intangible assets:

Brands (P) 10,219 — 10,219 12,562 — 12,562

In-process research and development (P) 3,438 = 3,438 5,834 — 5,834

Trademarks 72 — 72 70 — 70

Total indefinite-lived intangible assets 13,729 — 13,729 18,466 — 18,466

Total identifiable intangible assets $ 84,960 $ (27,402) $ 57,558 $ 90,196 $ (22,181) $ 68,015

@The decrease in total Finite-lived intangible assets is primarily related to amortization, the impact of measurement period adjustments (see Note 2. Acquisition of Wyeth ), asset impairment
charges (see Note 3B. Other Significant Transactions and Events: Asset Impairment Charges and Note 6. Other (Income)/Deductions—Net ) and the impact of foreign exchange.
() The decrease in Indefinite-lived Brands and IPR&D assets reflects the impact of measurement period adjustments (see Note 2. Acquisition of Wyeth ) and asset impairment charges (see
Note 3B. Other Significant Transactions and Events: Asset Impairment Charges and Note 6. Other (Income)/Deductions—Net ). For IPR&D assets, the decrease was partially offset by the
addition of the IPR&D asset acquired as part of our acquisition of FoldRx ( Note 3D. Other Significant Transactions and Events: Acquisitions).

All of these assets are subject to our review for impairment, as explained in Note 1L. Significant Accounting Policies: Amortization of Intangible Assets, Depreciation and Certain Long-Lived
Assets . For additional information on intangible asset impairments recorded in 2010 and 2009, see Note 3B. Other Significant Transactions and Events: Asset Impairment Charges and Note
6. Other (Income)/Deductions—Net .

Developed Technology Rights

Developed technology rights represent the amortized cost associated with developed technology, which has been acquired from third parties and which can include the right to develop, use,
market, sell and/or offer for sale the product, compounds and intellectual property that we have acquired with respect to products, compounds and/or processes that have been completed. We
possess a well-diversified portfolio of hundreds of developed technology rights across therapeutic categories, primarily representing the commercialized products included in our
Biopharmaceutical segment. Virtually all of these assets were acquired in connection with our Wyeth acquisition in 2009 and our Pharmacia acquisition in 2003. The more significant
components of developed technology rights are the following (in order of significance): Enbrel and Prevnar/Prevenar 13 Infant and, to a lesser extent, Premarin, Celebrex, Effexor, Pristiq,
Tygacil, BMP-2, BeneFIX, Refacto and Genotropin.

Also included in this category are the post-approval milestone payments made under our alliance agreements for certain Biopharmaceutical products, such as Rebif and Spiriva.

Brands

Brands represent the amortized or unamortized cost associated with tradenames and know-how, as the products themselves do not receive patent protection. Most of these assets are
associated with our Diversified segment. Virtually all of these assets were acquired in connection with our Wyeth acquisition in 2009 and our Pharmacia acquisition in 2003. The more
significant components of indefinite-lived brands are the following (in order of significance): Advil, Xanax, Centrum, Medrol, 1st Age Nutrition and 2nd Age Nutrition. The more significant
components of finite-lived brands are the following (in order of significance): Depo-Provera, Advil Cold and Sinus, and Dimetapp.

In-Process Research and Development

IPR&D assets represent research and development assets that have not yet received regulatory approval and are required to be classified as indefinite-lived assets until the successful
completion or the abandonment of the associated research and development effort. Accordingly, during the development period after the date of acquisition, these assets will not be amortized
until approval is obtained in a major market, typically either the U.S. or the EU, or in a series of other countries, subject to certain specified conditions and management judgment. At that time,
we will determine the useful life of the asset, reclassify the asset out of in-process research and development and begin amortization. In 2009, Prevnar/Prevenar 13 Infant received regulatory
approval in a major market, and as a result, we reclassified the asset from IPR&D to Developed Technology Rights and began to amortize the asset.
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If the associated research and development effort is abandoned, the related IPR&D assets will likely be written-off, and we will record an impairment loss in our consolidated statements of
income.

For IPR&D assets, the risk of failure is significant and there can be no certainty that these assets ultimately will yield a successful product. The nature of the biopharmaceutical business is
high-risk and requires that we invest in a large number of projects with a goal of achieving a successful portfolio of approved products. As such, it is likely that many of these IPR&D assets will
become impaired and be written-off at some time in the future.

The majority of these IPR&D assets were acquired in connection with our acquisition of Wyeth. The more significant components of IPR&D are Prevnar/Prevenar 13 Adult and, to a lesser
extent, projects for the treatment of transthyretin amyloid polyneuropathy (ATTR-PN) and Rheumatoid Arthritis, among others.

Amortization
The weighted-average life of both our total finite-lived intangible assets and our developed technology rights is approximately 11 years. Total amortization expense for finite-lived intangible
assets was $5.5 billion in 2010, $3.0 billion in 2009 and $2.8 billion in 2008.

The annual amortization expense expected for the years 2011 through 2015 is as follows:

(MILLIONS OF DOLLARS) 2011 2012 2013 2014 2015
Amortization expense $5,504 $5,320 $4,889 $4,025 $3,572

13. Pension and Postretirement Benefit Plans and De  fined Contribution Plans

We provide defined benefit pension plans and defined contribution plans for the majority of our employees worldwide. In the U.S., we have both qualified and supplemental (non-qualified)
defined benefit plans. A qualified plan meets the requirements of certain sections of the Internal Revenue Code, and, generally, contributions to qualified plans are tax deductible. A qualified
plan typically provides benefits to a broad group of employees with restrictions on discriminating in favor of highly compensated employees with regard to coverage, benefits and contributions.
A supplemental (non-qualified) plan provides additional benefits to certain employees. In addition, we provide medical and life insurance benefits to certain retirees and their eligible
dependents through our postretirement plans. In 2009, we assumed all of Wyeth'’s defined benefit obligations and related plan assets for qualified and non-qualified pension plans and
postretirement plans in connection with our acquisition of Wyeth (see Note 2. Acquisition of Wyeth).

Beginning on January 1, 2011, for employees hired in the U.S. and Puerto Rico after December 31, 2010, we no longer offer a defined benefit plan and, instead, offer an enhanced benefit
under our defined contribution plan. In addition to the standard matching contribution by the Company, the enhanced benefit provides an automatic Company contribution for such employees
based on age and years of service.
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A. Components of Net Periodic Benefit Costs and Oth  er Amounts Recognized in Other Comprehensive (Incom e)/Loss
The annual cost and other amounts recognized in other comprehensive (income)/loss of the U.S. qualified, U.S. supplemental (non-qualified) and international pension plans and
postretirement plans follow:

YEAR ENDED DECEMBER 31,

PENSION PLANS

U.S. SUPPLEMENTAL POSTRETIREMENT
U.S. QUALIFIED (NON-QUALIFIED) INTERNATIONAL PLANS

(MILLIONS OF DOLLARS) 2010 2009 2008 2010 2009 2008 2010 2009 2008 2010 2009 2008
Service cost @) $ 347 $ 252 $ 236 $ 28 $ 24 $ 23 $ 231 $ 188 $ 249 $ 79 $ 39 $ 39
Interest cost (@) 740 526 459 77 53 38 427 342 388 211 145 141
Expected return on plan assets (@) (782)  (527) (646) — — — (435) 375)  (437) (31) (26) (35)
Amortization of:

Actuarial losses 151 212 32 29 31 29 67 30 43 15 18 28

Prior service costs/(credits) 2 2 3 ) ) ) (5) 3) 1 (38) 3) 1
Curtailments and settlements—net (52) 110 32 1 ) 120 3) 4 3 (23) 3) 10
Special termination benefits 73 61 30 180 137 — 6 8 25 19 24 17
Net periodic benefit costs 479 636 146 313 241 208 288 194 272 232 194 201
Other changes recognized in other comprehensive

(income)/loss ) 260 (783) 2,273 117 (23) (52) 152 1,000 415 (183)  (122)  (140)
Total recognized in net periodic benefit costs and

other comprehensive (income)/loss $739 $(147) $2,419 $ 430 $ 218  $ 156 $440 $1,194 $687 $ 49 $ 72 $ 61

@ The acquisition of Wyeth during fourth quarter 2009 contributed to the increase in certain components of net periodic benefit costs, such as service cost and interest cost, which was largely
offset by higher expected returns on plan assets during 2010 from the inclusion of the Wyeth plan assets.
®) For details, see Note 8. Other Comprehensive Income/(LosSs) .

The decrease in the 2010 U.S. qualified pension plans’ net periodic benefit costs compared to 2009 was largely driven by curtailment gains and lower settlement charges associated with
Wyeth-related restructuring initiatives. The increase in the 2009 U.S. qualified pension plans’ net periodic benefit costs compared to 2008 was largely driven by the securities market downturn
during 2008 and by charges resulting from employee terminations associated with our cost-reduction initiatives. The securities market downturn during 2008 contributed to a lower plan asset
base and higher actuarial losses recognized.

The increase in the 2010 U.S. supplemental (non-qualified) plans’ net periodic benefit costs compared to 2009 was primarily driven by special termination benefits recognized for certain
executives as part of ongoing Wyeth-related restructuring initiatives. The increase in the 2009 U.S. supplemental (non-qualified) plans’ net periodic benefit costs compared to 2008 was largely
driven by the impact of special termination benefits recognized for certain executives as part of Wyeth-related restructuring initiatives, which was largely offset by lower settlement charges

The increase in the 2010 international plans’ net periodic benefit costs compared to 2009 was primarily driven by changes to actuarial assumptions, which include a decrease in the discount
rate. The decrease in the 2009 international plans’ net periodic benefit costs compared to 2008 was largely driven by an increase in interest rates set at the beginning of the year and ongoing
restructuring and certain acquisition-related activities, which was partially offset by lower expected returns on plan assets.

The following table presents the amount in Accumulated other comprehensive (loss)/income expected to be amortized into 2011 net periodic benefit costs:

PENSION PLANS

U.S. SUPPLEMENTAL POSTRETIREMENT
(MILLIONS OF DOLLARS) U.S. QUALIFIED (NON-QUALIFIED) INTERNATIONAL PLANS
Actuarial losses $ (141) $ (38) $ (84) $ a7)
Prior service credits and other 8 3 5 56
Total $ (133) $ (35) $ (79) $ 39
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B. Actuarial Assumptions
The following table provides the weighted-average actuarial assumptions:

(PERCENTAGES) 2010 2009 2008
Weighted-average assumptions used to determine benefit obligations:
Discount rate:

U.S. qualified pension plans 5.9% 6.3% 6.4%
U.S. non-qualified pension plans 5.8 6.2 6.4
International pension plans 4.8 5.1 5.6
Postretirement plans 5.6 6.0 6.4
Rate of compensation increase:
U.S. qualified pension plans 4.0 4.0 4.3
U.S. non-qualified pension plans 4.0 4.0 4.3
International pension plans 3.5 3.6 3.2

Weighted-average assumptions used to determine net periodic benefit cost:
Discount rate:

U.S. qualified pension plans 6.3 6.4 6.5
U.S. non-qualified pension plans 6.2 6.4 6.5
International pension plans 5.1 5.6 5.3
Postretirement plans 6.0 6.4 6.5
Expected return on plan assets:
U.S. qualified pension plans 8.5 8.5 8.5
International pension plans 6.4 6.7 7.2
Postretirement plans 8.5 8.5 8.5
Rate of compensation increase:
U.S. qualified pension plans 4.0 4.3 4.5
U.S. non-qualified pension plans 4.0 4.3 4.5
International pension plans 3.6 3.2 3.3

The assumptions above are used to develop the benefit obligations at fiscal year-end and to develop the net periodic benefit cost for the subsequent fiscal year. Therefore, the assumptions
used to determine net periodic benefit cost for each year are established at the end of each previous year, while the assumptions used to determine benefit obligations are established at each
year-end.

The net periodic benefit cost and the benefit obligations are based on actuarial assumptions that are reviewed on an annual basis. We revise these assumptions based on an annual evaluation
of long-term trends, as well as market conditions that may have an impact on the cost of providing retirement benefits.

The expected rates of return on plan assets for our U.S. qualified, international and postretirement plans represent our long-term assessment of return expectations, which we may change
based on shifts in economic and financial market conditions. The 2010 expected rates of return for these plans reflect our long-term outlook for a globally diversified portfolio, which is
influenced by a combination of return expectations for individual asset classes, actual historical experience and our diversified investment strategy. The historical returns are one of the inputs
used to provide context for the development of our expectations for future returns. Using this information, we develop ranges of returns for each asset class and a weighted-average expected
return for our targeted portfolio, which includes the impact of portfolio diversification and active portfolio management.

The healthcare cost trend rate assumptions for our U.S. postretirement benefit plans are as follows:

(PERCENTAGES) 2010 2009
Healthcare cost trend rate assumed for next year 8.0% 8.6%
Rate to which the cost trend rate is assumed to decline 4.5 5.0
Year that the rate reaches the ultimate trend rate 2027 2018

A one-percentage-point increase or decrease in the healthcare cost trend rate assumed for postretirement benefits would have the following effects as of December 31, 2010:

(MILLIONS OF DOLLARS) INCREASE DECREASE
Effect on total service and interest cost components $ 28 $ (24)
Effect on postretirement benefit obligation 272 (242)
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C. Obligations and Funded Status

The following table presents an analysis of the changes in 2010 and 2009 in the benefit obligations, plan assets and accounting funded status of our U.S. qualified, U.S. supplemental (non-
qualified) and international pension plans and our postretirement plans:

YEAR ENDED DECEMBER 31,

PENSION PLANS

u.S.
SUPPLEMENTAL POSTRETIREMENT
U.S. QUALIFIED (NON-QUALIFIED) INTERNATIONAL PLANS

(MILLIONS OF DOLLARS) 2010 2009 2010 2009 2010 2009 2010 2009

Change in benefit obligation:

Benefit obligation at beginning of year @) $12,578 $ 7,783 $ 1,368 $ 876 $ 9,062 $ 5,851 $ 3,733 $ 1,966
Service cost 347 252 28 24 231 188 79 39
Interest cost 740 526 77 53 427 342 211 145
Employee contributions — — — — 18 12 22 49
Plan amendments 47) 1) 6) — 2) 2) (495) (151)
Increases arising primarily from changes in actuarial

assumptions 980 9 180 33 362 1,136 281 108
Foreign exchange impact — — — — (504) 844 4 10
Acquisitions @) 1 4,785 ) 364 10 1,062 — 1,798
Curtailments (233) (196) (29) (29) (33) (25) 1 (26)
Settlements (904) (325) (235) (32) (54) (53) — —
Special termination benefits 73 61 180 137 6 8 19 24
Benefits paid (500) (316) (161) (58) (376) (301) (273) (229)

Benefit obligation at end of year ®) 13,035 12,578 1,401 1,368 9,147 9,062 3,582 3,733

Change in plan assets:

Fair value of plan assets at beginning of year @) 9,977 5,897 — — 6,524 4,394 370 303
Actual gain on plan assets 1,123 800 — — 454 646 46 67
Company contributions 901 2 396 90 457 448 249 180
Employee contributions — — — — 18 12 22 49
Foreign exchange impact — — — — (314) 574 — —
Acquisitions @) — 3,919 — — — 804 — —
Settlements (905) (325) (235) (32) (54) (53) — —
Benefits paid (500) (316) (161) (58) (376) (301) (273) (229)

Fair value of plan assets at end of year 10,596 9,977 — — 6,709 6,524 414 370

Funded status—Plan assets less than the benefit obligation at end
of year $(2,439) $(2,601) $(1,401) $(1,368) $(2,438) $(2,538) $ (38,168) $ (3,363)

@The increase in the benefit obligation and the fair value of plan assets at the beginning of the year in 2010 is primarily due to the acquisition of Wyeth during 2009 (see Note 2. Acquisition of
Wyeth , for additional information).

®)or the U.S. and international pension plans, the benefit obligation is the projected benefit obligation. For the postretirement plans, the benefit obligation is the accumulated postretirement
benefit obligation.

The favorable change in our U.S. qualified plans’ projected benefit obligations funded status from $2.6 billion underfunded in the aggregate as of December 31, 2009, to $2.4 billion
underfunded in the aggregate as of December 31, 2010, was largely driven by the increase in plan assets due to the higher return on plan assets earned during 2010 and our $901 million
contribution to plan assets, which was partially offset by higher costs incurred from the acquired Wyeth defined benefit obligations and the 0.4 percentage-point reduction in the discount rate.
Voluntary contributions to our U.S. qualified plans were $901 million in 2010 and $2 million in 2009. In the aggregate, the U.S. qualified pension plans are underfunded on a projected benefit
measurement basis and on an accumulated benefit obligation basis as of December 31, 2010 and 2009.

The U.S. supplemental (non-qualified) pension plans are not generally funded and these obligations, which are substantially greater than the annual cash outlay for these liabilities, are paid
from cash generated from operations.

The favorable change in our international plans’ projected benefit obligations funded status from $2.5 billion underfunded in the aggregate as of December 31, 2009, to $2.4 billion underfunded
in the aggregate as of December 31, 2010, was largely driven by a 0.1 percentage-point reduction in the average rate of compensation increases and strengthening of the U.S. dollar against
the euro and the U.K. pound, which was partially offset by a 0.3 percentage-point reduction in the discount rate and higher costs incurred from the acquired Wyeth defined benefit obligations.

Outside the U.S., in general, we fund our defined benefit plans to the extent that tax or other incentives exist and we have accrued liabilities on our consolidated balance sheet to reflect those
plans that are not fully funded.
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The favorable change in our postretirement plans’ accumulated benefit obligations (ABO) funded status from $3.4 billion underfunded in the aggregate as of December 31, 2009, to $3.2 billion
underfunded in the aggregate as of December 31, 2010, was largely driven by the harmonization of the Wyeth postretirement benefit plan into the existing lower-cost Pfizer postretirement
benefit plan, which was partially offset by higher costs incurred from the acquired Wyeth defined benefit obligations and the 0.4 percentage-point reduction in discount rate.

The ABO for all of our U.S. qualified pension plans was $12.0 billion in 2010 and $11.4 billion in 2009. The ABO for our U.S. supplemental (non-qualified) pension plans was $1.2 billion in
2010 and 2009. The ABO for our international pension plans was $8.1 billion in 2010 and $8.0 billion in 2009.

The U.S. qualified pension plans loan securities to other companies. Such securities may be onward loaned, sold or pledged by the other companies, but they may be required to be returned
in a short period of time. We also require cash collateral from these companies and a maintenance margin of 103% of the fair value of the collateral relative to the fair value of the loaned
securities. As of December 31, 2010, the fair value of collateral received was $581 million and, as of December 31, 2009, the fair value of collateral received was $722 million. The securities
loaned continue to be included in the table above in Fair value of plan assets at end of year .

Amounts recognized in our consolidated balance sheet follow:

AS OF DECEMBER 31,

PENSION PLANS

U.S. SUPPLEMENTAL POSTRETIREMENT
U.S. QUALIFIED (NON-QUALIFIED) INTERNATIONAL PLANS
(MILLIONS OF DOLLARS) 2010 2009 2010 2009 2010 2009 2010 2009
Noncurrent assets @ $ — $ — $ — $ — $ 119 $ 146 $ — 3 —
Current liabilities () — — (155) (203) (41) (58) (133) (120)
Noncurrent liabilities ) (2,439) (2,601) (1,246) (1,165) (2,516) (2,626) (3,035) (3,243)
Funded status $(2,439)  $(2,601) $ (1401) $ (1,368) $(2,438)  $(2,538) $ (3.168) $ (3,363)

@included primarily in Taxes and other noncurrent assets .
®included in O ther current liabilities .
®Included in Pension benefit obligations and Postretirement benefit obligations, as appropriate.

Amounts recognized in Accumulated other comprehensive (loss)/income follow:

AS OF DECEMBER 31,

PENSION PLANS

U.S. SUPPLEMENTAL POSTRETIREMENT
U.S. QUALIFIED (NON-QUALIFIED) INTERNATIONAL PLANS
(MILLIONS OF DOLLARS) 2010 2009 2010 2009 2010 2009 2010 2009
Actuarial losses $(2,699) $(2,391) $ (525) $ (405) $(2,388) $(2,231) $ (451) $ (226)
Prior service (costs)/credits
and other 63 15 21 18 (18) (23) 581 173
Total $(2,636)  $(2,376) $ (504) $ (387) $(2,406) $(2,254) $ 130 $ (53)

The actuarial losses primarily represent the cumulative difference between the actuarial assumptions and actual return on plan assets, changes in discount rates and changes in other
assumptions used in measuring the benefit obligations. These actuarial losses are recognized in Accumulated other comprehensive (loss)/income and are amortized into net periodic pension
costs over an average period of 10.1 years for our U.S. qualified plans, an average period of 10.6 years for our U.S. supplemental (non-qualified) plans and an average period of 13.7 years for
our international plans.

Information related to the U.S. qualified, U.S. supplemental (non-qualified) and international pension plans follows:

AS OF DECEMBER 31,
PENSION PLANS
U.S. SUPPLEMENTAL

U.S. QUALIFIED (NON-QUALIFIED) INTERNATIONAL

(MILLIONS OF DOLLARS) 2010 2009 2010 2009 2010 2009
Pension plans with an accumulated benefit obligation in excess of plan assets:

Fair value of plan assets $10,596 $ 9,792 $ — $ - $ 2,235 $ 1,796

Accumulated benefit obligation 11,953 11,218 1,177 1,246 4,082 3,725
Pension plans with a projected benefit obligation in excess of plan assets:

Fair value of plan assets 10,596 9,977 — — 5,739 5,332

Projected benefit obligation 13,035 12,578 1,401 1,368 8,296 8,016

All of our U.S. plans were underfunded as of December 31, 2010.
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D. Plan Assets
Information about plan assets as of December 31, 2010 follows:

AS OF
DECEMBER 31,

FAIR VALUE (2)

(MILLIONS OF DOLLARS) 2010 LEVEL 1 LEVEL 2 LEVEL 3
U.S. qualified pension plans @ :
Cash and cash equivalents $ 1,196 $ — $ 1,196 $ —
Equity securities:
Global equity securities 2,766 2,765 — 1
Equity commingled funds 1,708 — 1,708 —
Debt securities:
Fixed income commingled funds 817 — 817
Government bonds 660 — 660 —
Corporate debt securities 2,085 — 2,083 2
Other investments:
Private equity funds 899 — — 899
Other 465 — — 465
Total 10,596 2,765 6,464 1,367
International pension plans @ :
Cash and cash equivalents 518 — 518 —
Equity securities:
Global equity securities 1,458 1,166 292 —
Equity commingled funds 1,886 — 1,886 —
Debt securities:
Fixed income commingled funds 804 — 804 —
Government bonds 933 — 933 —
Corporate debt securities 376 — 376 —
Other investments:
Private equity funds 21 — 4 17
Insurance contracts 439 — 73 366
Other 274 — 59 215
Total 6,709 1,166 4,945 598
U.S. postretirement plans @.(0) ;
Cash and cash equivalents 46 — 46 —
Equity securities:
Global equity securities 29 29 — —
Equity commingled funds 183 — 183 —
Debt securities:
Fixed income commingled funds 116 — 116 —
Government bonds 7 — 7 —
Corporate debt securities 21 — 21 —
Other investments 12 — 12 —
Total $ 414 $ 29 $ 385 $ —

@Fajr values are determined based on valuation techniques categorized as follows: Level 1 means the use of quoted prices for identical instruments in active markets; Level 2 means the use
of quoted prices for similar instruments in active markets or quoted prices for identical or similar instruments in markets that are not active or are directly or indirectly observable; Level 3

means the use of unobservable inputs.

)Reflects postretirement plan assets, which support a portion of our U.S. retiree medical plans.
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Information about plan assets as of December 31, 2009 follows:

FAIR VALUE ()

AS OF
DECEMBER 31,

(MILLIONS OF DOLLARS) 2009 LEVEL 1 LEVEL 2 LEVEL 3
U.S. qualified pension plans @ :
Cash and cash equivalents $ 605 $ - $ 605 $ —
Equity securities:
Global equity securities 3,034 3,009 16 9
Equity commingled funds 1,670 — 1,670 —
Debt securities:
Fixed income commingled funds 791 — 791 —
Government bonds 526 — 500 26
Corporate debt securities 2,054 — 2,039 15
Other investments:
Private equity funds 843 — — 843
Other 454 — — 454
Total 9,977 3,009 5,621 1,347
International pension plans @ :
Cash and cash equivalents 402 — 402 —
Equity securities:
Global equity securities 1,570 1,430 107 33
Equity commingled funds 1,682 — 1,662 20
Debt securities:
Fixed income commingled funds 1,081 — 1,081 —
Government bonds 977 — 977 —
Corporate debt securities 149 — 144 5
Other investments:
Private equity funds 39 — 5 34
Insurance contracts 411 — 65 346
Other 213 — 86 127
Total 6,524 1,430 4,529 565
U.S. postretirement plans @).() ;
Cash and cash equivalents 35 — 35 —
Equity securities:
Global equity securities 25 25 — —
Equity commingled funds 163 — 163 —
Debt securities:
Fixed income commingled funds 99 — 99 —
Government bonds 7 — 7 —
Corporate debt securities 26 — 26 —
Other investments 15 — 15 —
Total $ 370 $ 25 $ 345 $ —

®Fair values are determined based on valuation techniques categorized as follows: Level 1 means the use of quoted prices for identical instruments in active markets; Level 2 means the use
of quoted prices for similar instruments in active markets or quoted prices for identical or similar instruments in markets that are not active or are directly or indirectly observable; Level 3

means the use of unobservable inputs.

)Reflects postretirement plan assets, which support a portion of our U.S. retiree medical plans.
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The details of our plan assets classified as Level 3 assets, including an analysis of changes during 2010, are as follows:

ACTUAL RETURN ON PLAN ASSETS PURCHASES, FAIR
FAIR VALUE, ASSETS SOLD SALES AND TRANSFER EXCHANGE VALUE,
BEGINNING ASSETS HELD, DURING THE SETTLEMENTS, INTO/(OUT OF) RATE END OF
(MILLIONS OF DOLLARS) OF YEAR END OF YEAR PERIOD NET LEVEL 3 CHANGES YEAR
U.S. qualified pension plans:
Equity securities:
Global equity securities $ 9 $ 2 $ 3) $ 1) $ (6) $ — $ 1
Debt securities:
Government bonds 26 1) 2 (23) 4) — —
Corporate debt securities 15 1 — (8) (6) — 2
Other investments:
Private equity funds 843 45 42 (31) — — 899
Other 454 21 — (10) — — 465
Total $ 1,347 $ 68 $ 41 $ (73) $ (16) $ — $ 1,367
International pension plans:
Equity securities:
Global equity securities $ 33 $ ) $ (1) $ (28) $ — $ 2) $ —
Equity commingled funds 20 — — — (19) 1) —
Debt securities:
Corporate debt securities 5 1) — (1) ?3) — —
Other investments:
Private equity funds 34 2) — 1 14) 2) 17
Insurance contracts 346 12 — (10) 52 (34) 366
Other 127 (3) — 37 58 (4) 215
Total $ 565 $ 4 $ (1) $ (1) $ 74 $ (43) $ 598
The details of our plan assets classified as Level 3 assets, including an analysis of changes during 2009, are as follows:
ACTUAL RETURN ON PLAN ASSETS PURCHASES, FAIR
FAIR VALUE, ASSETS SOLD SALES AND TRANSFER EXCHANGE VALUE,
BEGINNING ASSETS HELD, DURING THE SETTLEMENTS, INTO/(OUT OF) RATE END OF
(MILLIONS OF DOLLARS) OF YEAR END OF YEAR PERIOD NET LEVEL 3 CHANGES YEAR
U.S. qualified pension plans:
Equity securities:
Global equity securities $ 4 $ 2 $ ) $ 5 $ — $ — $ 9
Debt securities:
Government bonds 27 1 — 2) — — 26
Corporate debt securities 26 1 1) (11) — — 15
Other investments:
Private equity funds 821 (44) 19 a7 — — 843
Other 356 (21) 3 116 — — 454
Total $ 1,234 $ (61) $ 19 $ 155 $ — $ — $ 1,347
International pension plans:
Equity securities:
Global equity securities $ 72 $ 15 $ (25) $ (32) $ — $ 3 $ 33
Equity commingled funds 29 (5) — (6) — 2 20
Debt securities:
Corporate debt securities 4 — — (1) 2 — 5
Other investments:
Private equity funds 26 4) — 8 — 4 34
Insurance contracts 309 11 — (30) 6 50 346
Other 122 (10) — — 4 11 127
Total $ 562 $ 7 $ (25) $ (61) $ 12 $ 70 $ 565

As of December 31, 2010 and 2009, the following methods and assumptions were used to estimate the fair value of our pension and postretirement plans’ assets:

« Cash and cash equivalents, Equity commingled funds, Fixed-income commingled funds—observable prices.
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« Global equity securities—quoted market prices.
« Government bonds, Corporate debt securities—observable market prices.
« Other investments—principally unobservable prices adjusted by cash contributions and distributions.

A single estimate of fair value for our pension and postretirement plans’ assets relies heavily on estimates and assumptions (see Note 1C. Significant Accounting Policies: Estimates and
Assumptions ).

The following table presents the weighted-average long-term target asset allocations and the percentage of the fair value of plan assets for our U.S. qualified and international pension plans
and postretirement plans by major investment category:

AS OF DECEMBER 31,

TARGET
ALLOCATION PERCENTAGE
PERCENTAGE OF PLAN ASSETS
(PERCENTAGES) 2010 2010 2009
U.S. qualified pension plans:
Cash and cash equivalents 5 11.3 6.1
Equity securities 49 42.2 47.1
Debt securities 34 33.6 33.8
Real estate and other investments 12 12.9 13.0
Total 100 100.0 100.0
International pension plans:
Cash and cash equivalents — 7.7 6.1
Equity securities 53 49.8 49.9
Debt securities 31 31.6 33.8
Real estate and other investments 16 10.9 10.2
Total 100 100.0 100.0
U.S. postretirement plans:
Cash and cash equivalents 2 11.0 9.4
Equity securities 57 51.0 50.9
Debt securities 38 34.6 35.6
Real estate and other investments 3 34 4.1
Total 100 100.0 100.0

We utilize long-term asset allocation ranges in the management of our plans’ invested assets. The weighted-average target allocation percentages in the preceding table represent our current
target within the allocation range for each class of assets in our portfolio. Our long-term return expectations are developed based on a diversified, global investment strategy that takes into
account historical experience, as well as the impact of portfolio diversification, active portfolio management, and our view of current and future economic and financial market conditions. As
market conditions and other factors change, we may adjust our targets accordingly and our asset allocations may vary from the target allocations outlined above.

Our long-term asset allocation ranges reflect our asset class return expectations and tolerance for investment risk within the context of the respective plans’ long-term benefit obligations.
These ranges are supported by analysis that incorporates historical and expected returns by asset class, as well as volatilities and correlations across asset classes and our liability profile.
This analysis, referred to as an asset-liability analysis, also provides an estimate of expected returns on plan assets, as well as a forecast of potential future asset and liability balances.

The plans’ assets are managed with the objectives of minimizing pension expense and cash contributions over the long term. Asset liability studies are performed periodically in order to
support asset allocations. Assets include equity and fixed income securities, as well as investments in private real estate, private debt and private equity.

The investment managers of each separately managed account are prohibited from investing in derivative securities except for currency risk management activities, which are permitted within
the plans’ non-U.S. asset classes, and derivatives to manage duration risk in the fixed income accounts.

Investment performance is reviewed on a monthly basis in total, as well as by asset class and individual manager, relative to one or more benchmarks. Investment performance and detailed

statistical analysis of both investment performance and portfolio holdings are conducted, a large portion of which is presented to senior management on a quarterly basis. Periodic formal
meetings are held with each investment manager to review the investments.
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E. Cash Flows

It is our practice to fund amounts for our qualified pension plans that are at least sufficient to meet the minimum requirements set forth in applicable employee benefit laws and local tax laws.

The following table presents expected future cash flow information as of December 31, 2010:

PENSION PLANS

POST
u.s. U.S. SUPPLEMENTAL RETIREMENT
(MILLIONS OF DOLLARS) QUALIFIED (NON-QUALIFIED) INTERNATIONAL PLANS
Expected employer contributions:
2011 $ 407 $ 99 $ 443 $ 254
Expected benefit payments:
2011 $ 929 $ 155 $ 382 $ 293
2012 656 104 399 302
2013 695 103 406 310
2014 857 110 424 321
2015 770 116 448 328
2016-2020 4,653 702 2,509 1,742

The table reflects the total U.S. and international plan benefits projected to be paid from the plans or from our general assets under the current actuarial assumptions used for the calculation of
the benefit obligation and, therefore, actual benefit payments may differ from projected benefit payments.

F. Defined Contribution Plans

We have savings and investment plans in several countries, including the U.S., Japan, Spain and the Netherlands. For the U.S. plans, employees may contribute a portion of their salaries and
bonuses to the plans, and we match, largely in company stock or company stock units, a portion of the employee contributions. In the U.S., the matching contributions in company stock are
sourced from the Employee Benefit Trust (see Note 14D. Equity: Employee Benefit Trust ), as well as through open market purchases. Employees are permitted to subsequently diversify all or
any portion of their company matching contribution. The contribution match for certain legacy Pfizer U.S. participants is held in an employee stock ownership plan. We recorded charges related
to our plans of $259 million in 2010, $191 million in 2009 and $198 million in 2008.

14. Equity

A. Common Stock

During 2009, in connection with our acquisition of Wyeth on October 15, 2009 (see Note 2. Acquisition of Wyeth ), we issued approximately 1.3 billion shares of common stock, which were
previously held as Pfizer treasury stock, to former Wyeth shareholders to partially fund the acquisition. The excess of the average cost of Pfizer treasury stock issued over the fair value of the
stock portion of the consideration transferred to acquire Wyeth was recorded as a reduction to Retained Earnings . We purchase our common stock via privately negotiated transactions or in
open market purchases as circumstances and prices warrant. Purchased shares under each of the share-purchase plans, which are authorized by our Board of Directors, are available for
general corporate purposes.

On June 23, 2005, we announced that the Board of Directors authorized a $5 billion share-purchase plan (the 2005 Stock Purchase Plan). On June 26, 2006, we announced that the Board of
Directors increased the authorized amount of shares to be purchased under the 2005 Stock Purchase Plan from $5 billion to $18 billion. On January 23, 2008, we announced that the Board of
Directors had authorized a new $5 billion share-purchase plan, to be funded by operating cash flows that may be utilized from time to time. In total, under the 2005 and 2008 Stock Purchase
Plans, through December 31, 2010, we purchased approximately 771 million shares for approximately $19.0 billion. We purchased approximately 61 million shares of our common stock during
2010 at an average price per share of $16.46. We did not purchase any shares of our common stock in 2009 and, during 2008 we purchased approximately 26 million shares of our common
stock at an average price per share of $18.96.

On February 1, 2011, we announced that the Board of Directors authorized a new $5 billion share-repurchase plan, which, together with the balance remaining under the 2008 Stock Purchase
Plan, increased our total current authorization to $9 billion.

B. Preferred Stock

The Series A convertible perpetual preferred stock is held by an Employee Stock Ownership Plan (Preferred ESOP) Trust and provides dividends at the rate of 6.25%, which are accumulated
and paid quarterly. The per share stated value is $40,300 and the preferred stock ranks senior to our common stock as to dividends and liquidation rights. Each share is convertible, at the
holder’s option, into 2,574.87 shares of our common stock with equal voting rights. The conversion option is indexed to our common stock and requires share settlement, and, therefore, is
reported at the fair value at the date of issuance. We may redeem the preferred stock at any time or upon termination of the Preferred ESOP, at our option, in cash, in shares of common stock
or, a combination of both at a price of $40,300 per share.
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C. Employee Stock Ownership Plans

We have two employee stock ownership plans (collectively, the ESOPs), the Preferred ESOP and another that holds common stock of the company (Common ESOP). As of January 1, 2008,
the legacy Pharmacia U.S. savings plan was merged with the Pfizer Savings Plan. Prior to the merger, a portion of the matching contributions for legacy Pharmacia U.S. savings plan
participants was funded through the ESOPs.

Allocated shares held by the Common ESOP are considered outstanding for the earnings per share (EPS) calculations and the eventual conversion of allocated preferred shares held by the
Preferred ESOP is assumed in the diluted EPS calculation. As of December 31, 2010, the Preferred ESOP held preferred shares with a stated value of approximately $52 million, convertible
into approximately 3 million shares of our common stock. As of December 31, 2010, the Common ESOP held approximately 4 million shares of our common stock. As of December 31, 2010,
all preferred and common shares held by the ESOPs have been allocated to the Pharmacia U.S. and certain Puerto Rico savings plan participants.

D. Employee Benefit Trust

The Pfizer Inc. Employee Benefit Trust (EBT) was established in 1999 to fund our employee benefit plans through the use of its holdings of Pfizer Inc. stock. Our consolidated balance sheets
reflect the fair value of the shares owned by the EBT as a reduction of Shareholders’ equity. Beginning in May 2009, the Company began using the shares held in the EBT to help fund the
Company’s matching contribution in the Pfizer Savings Plan.

15. Share-Based Payments
Our compensation programs can include share-based payments. In 2010, 2009 and 2008, the primary share-based awards and their general terms and conditions are as follows:

« Stock options, which, when vested, entitle the holder to purchase a specified number of shares of Pfizer common stock at a price per share equal to the market price of Pfizer common
stock on the date of grant.

« Restricted stock units (RSUs), which, when vested, entitle the holder to receive a specified number of shares of Pfizer common stock, including shares resulting from dividend equivalents
paid on such RSUs.

« Performance share awards (PSAs) which entitle the holder, and performance-contingent share awards (PCSAs) which entitled the holder, upon vesting, to receive a number of shares of
Pfizer common stock, within a range of shares from zero to 200% of the holder’s target award, calculated using a formula that measures Pfizer's performance relative to an industry peer
group over a specified performance period. The Compensation Committee of the Company’s Board of Directors had, with respect to PCSAs, and has, with respect to PSAs, discretion to
authorize the payment of fewer shares to a holder than the number of shares determined pursuant to the formula. Dividend equivalents accumulate on PSAs and are paid, and dividend
equivalents accumulated on PCSAs and were paid, at the end of the vesting term in respect of any shares paid. PCSA grants were made prior to 2006 and have all been settled.

« Short-term Incentive Shift Awards, which entitle the holder to receive a percentage of the holder’s target award (between 0% and 200%) approximately one year following the grant, based
on a combination of individual performance and Company performance (as measured by revenue, adjusted diluted earnings per share and cash flow from operations) during the year in
which the grant is made. At the election of the holder, the award is paid: (i) in the case of the Executive Leadership Team (ELT) members (determined at the time of the grant ), all in RSUs,
or half in RSUs and half in cash; and (ii) in the case of all other holders, all in RSUs, all in cash, or half in RSUs and half in cash.

« Stock appreciation rights (SARs), also referred to as Total Shareholder Return Units (TSRUSs), which vest on the third anniversary of the grant and entitle the holder to receive, two years
after the end of the three-year vesting term, a number of shares of Pfizer common stock with a value equal to the difference between the defined settlement price and the closing market
price of Pfizer common stock on the date of grant, plus accumulated dividend equivalents through the payment date, if and to the extent the total value is positive.

The Company’s shareholders approved the amendment and restatement of the 2004 Stock Plan at the Annual Meeting of Shareholders held on April 23, 2009. The primary purpose of the
amendment was to increase the number of shares of common stock available for grants by 425 million shares. In addition, the amendment provided other changes, including that the number of
stock options, SARs or other performance-based awards that may be granted to any one individual during any 36-month period is limited to eight million shares and that RSUs, PSAs and
restricted stock grants count as two shares, while stock options and SARs count as one share, toward the maximums for the incremental 425 million shares. As of December 31, 2010,

405 million shares were available for award. The 2004 Stock Plan, as amended, is the only Pfizer plan under which equity-based compensation may currently be awarded to executives and
other employees.

The Company’s shareholders originally approved the 2004 Stock Plan at the Annual Meeting of Shareholders held on April 22, 2004, and, effective upon that approval, new stock option and
other share-based awards could be granted only under the originally approved 2004 Stock Plan. As originally approved, the 2004 Stock Plan allowed a maximum of three million shares to be
awarded to any employee per year and 475 million shares in total. RSUs, PSAs, PCSAs and restricted stock grants counted as three shares, while stock options and SARs counted as one
share, toward the maximums under the Plan.
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In the past, we had various employee stock and incentive plans under which stock options and other share-based awards were granted. Stock options and other share-based awards that were
granted under prior plans and were outstanding on April 22, 2004, continue in accordance with the terms of the respective plans.

Although not required to do so, we have used authorized and unissued shares and, to a lesser extent, shares held in our Employee Benefit Trust and treasury stock to satisfy our obligations
under these programs.

A. Impact on Net Income
The components of share-based compensation expense and the associated tax benefit follow:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009 2008
Stock option expense $ 150 $165 $ 194
Restricted stock unit expense 211 183 169
PSA and PCSA (expense reduction)/expense 14 @an 2)
Short-term incentive award expense — 1 13
TSRU expense 28 15 10
Directors’ compensation 2 2 —
Share-based payment expense 405 349 384
Tax benefit for share-based compensation expense (129) (99) (114)
Share-based payment expense, net of tax $ 276 $250 $ 270

Amounts capitalized as part of inventory cost were not significant. In 2010, 2009 and 2008, the impact of modifications under our cost-reduction initiatives to share-based awards was not
significant. Generally, these modifications resulted in an acceleration of vesting, either in accordance with plan terms or at management’s discretion.

B. Stock Options

Stock options, which, when vested, entitle the holder to purchase a specified number of shares of Pfizer common stock at a price per share equal to the market price of Pfizer common stock on
the date of grant, are accounted for using a fair-value-based method at the date of grant in the consolidated statements of income. The values determined through this fair-value-based method
generally are amortized on an even basis over the vesting term into Cost of sales, Selling, informational and administrative expenses, and Research and development expenses, as
appropriate.

All eligible employees may receive stock option grants. No stock options were awarded to senior and other key management in 2010 or 2009; however, stock options were awarded to certain
other employees. Except for stock options awarded to two executive officers at the time they joined Pfizer, no stock options were awarded to senior and other key management in 2008. In
virtually all instances, stock options granted since 2005 vest after three years of continuous service from the grant date and have a contractual term of 10 years. In most cases, stock options
must be held for at least one year from the grant date before any vesting may occur. In the event of a divestiture or restructuring, options held by employees are immediately vested and are
exercisable for a period from three months to their remaining term, depending on various conditions.

The fair-value-based method for valuing each stock option grant on the grant date uses, for virtually all grants, the Black-Scholes-Merton option-pricing model, which incorporates a number of
valuation assumptions noted in the following table, shown at their weighted-average values:

YEAR ENDED DECEMBER 31,

2010 2009 2008
Expected dividend yield @) 4.00% 4.90% 5.54%
Risk-free interest rate () 2.87% 2.69% 2.90%
Expected stock price volatility (¢) 26.85% 41.36% 27.21%
Expected term @) (years) 6.25 6.0 5.75

() petermined using a constant dividend yield during the expected term of the option.

(5) petermined using the interpolated yield on U.S. Treasury zero-coupon issues.
¢)petermined using implied volatility, after consideration of historical volatility.

(d) Determined using historical exercise and post-vesting termination patterns.
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The following table summarizes all stock option activity during 2010:

WEIGHTED-AVERAGE AGGREGATE

WEIGHTED-AVERAGE REMAINING INTRINSIC

SHARES EXERCISE PRICE CONTRACTUAL VALUE @)

(THOUSANDS) PER SHARE TERM (YEARS) (MILLIONS)
Outstanding, December 31, 2009 447,693 30.11
Granted 70,327 17.62
Exercised (1,280) 12.80
Forfeited (5,997) 18.56
Canceled (52,139) 31.07

Outstanding, December 31, 2010 458,604 28.29 4.7 $ 215

Vested and expected to vest () , December 31, 2010 451,279 28.46 4.6 $ 205

Exercisable, December 31, 2010 311,919 33.36 2.9 $ 3

@)Market price of underlying Pfizer common stock less exercise price.

The number of options expected to vest takes into account an estimate of expected forfeitures.

The following table provides data related to all stock option activity:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS, EXCEPT PER STOCK OPTION AMOUNTS AND YEARS) 2010 2009 2008
Weighted-average grant date fair value per stock option $3.25 $3.30 $3.30
Aggregate intrinsic value on exercise $ 5 $ 2 $ 9
Cash received upon exercise $ 16 $ 7 $ 29
Tax benefits realized related to exercise $ 1 $ 1 $ 3
Total compensation cost related to nonvested stock options not yet recognized, pre-tax $178 $ 147 $ 159
Weighted-average period in years over which stock option compensation cost is expected to be recognized 1.3 1.2 1.1

C. Restricted Stock Units (RSUs)

RSUs, which, when vested, entitle the holder to receive a specified number of shares of Pfizer common stock, including shares resulting from dividend equivalents paid on such RSUs, are

accounted for using a fair-value-based method at the date of grant. For RSUs granted in 2010, 2009 and 2008, in virtually all instances, the units vest after three years of continuous service
from the grant date and the values determined using the fair-value-based method are amortized on an even basis over the vesting term into Cost of sales, Selling, informational and

administrative expenses and Research and development expenses, as appropriate.

The value of each RSU grant is estimated on the grant date. The fair-value-based method utilizes the closing price of Pfizer common stock on the date of grant. The following table summarizes

all RSU activity during 2010:

WEIGHTED-
AVERAGE
GRANT
DATE FAIR
VALUE PER

SHARES
(THOUSANDS) SHARE
Nonvested, December 31, 2009 38,083 $ 19.90
Granted 17,493 17.55
Vested (12,705) 24.48
Reinvested dividend equivalents 1,764 16.90
Forfeited (3,458) 17.36
Nonvested, December 31, 2010 41,177 17.57

The following table provides data related to all RSU activity:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS EXCEPT YEARS) 2010 2009 2008
Total grant date fair-value-based amount of shares vested $311 $131 $119
Total compensation cost related to nonvested RSU awards not yet recognized,

pre-tax $230 $198 $257
Weighted-average period in years over which RSU cost is expected to be recognized 1.4 1.3 15
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D. Performance Share Awards (PSAs) and Performance- Contingent Share Awards (PCSASs)

Senior and other key members of management may receive PSA grants and were eligible to receive PCSA grants. PSAs are accounted for using a fair-value-based method at the date of grant
in the consolidated statements of income beginning with grants in 2006. Further, PSAs generally are amortized on an even basis over the vesting term into Cost of sales, Selling, informational
and administrative expenses and Research and development expenses, as appropriate. PCSAs, which have not been awarded since 2005, were accounted for using the intrinsic value method
in the consolidated statements of income. In most instances, PSA grants vest after three years, and PCSA grants vested after five years, of continuous service from the grant date. In certain
instances, PCSA grants vested over two to four years of continuous service from the grant date. The vesting terms are equal to the contractual terms.

PSAs entitle the holder, and PCSAs entitled the holder, upon vesting, to receive a number of shares of Pfizer common stock, within a range of shares from zero to 200% of the holder’s target
award, calculated using a formula that measures Pfizer's performance relative to an industry peer group over a specified performance period. PSA grants vest and are paid based on a formula
that measures our performance using total shareholder return over a specified performance period relative to an industry peer group. PSCA grants, which were made prior to 2006 and which
have all been settled, vested and were paid based on a formula that measured our performance using total shareholder return and the change in diluted EPS over a specified performance
period relative to an industry peer group. The Compensation Committee of the Company’s Board of Directors had, with respect to PCSAs, and has, with respect to PSAs, discretion to
authorize the payment of fewer shares to a holder than the number of shares determined pursuant to the applicable formula.

We measure PSA grants using a fair-value-based amount, which is derived from a Monte Carlo simulation model, times the target number of shares. The target number of shares is
determined by reference to the fair value of share-based awards to similar employees in the industry peer group. We measured PCSA grants at intrinsic value whereby the probable award was
allocated over the term of the award, and then the resulting shares were adjusted to the fair value of our common stock at each accounting period until the date of payment.

The weighted-average assumptions used in the valuation of PSAs are as follows:

YEAR ENDED DECEMBER 31,

2010 2009 2008
Risk-free interest rate 1.24% 1.95% 2.05%
Expected Pfizer stock price volatility 26.75% 40.40% 27.21%
Average peer stock price volatility 23.64% 36.30% 32.13%
Contractual term in years 3 3 3

The following table summarizes all PSA and PCSA activity during 2010, with the shares granted representing the maximum award that could be achieved:

WEIGHTED-

AVERAGE

GRANT

DATE FAIR

SHARES VALUE PER

(THOUSANDS) SHARE

Nonvested, December 31, 2009 6,118 $ 23.07
Granted 2,531 19.17
Vested (163) 17.69
Forfeited (4,023) 20.75
Modifications (@) 706 14.18
Nonvested, December 31, 2010 5,169 21.92

(a)Modifications include pro-ration of the awards for service to the date of termination for 15 former employees in 2010. The modifications were made at the discretion of the Senior Vice
President of Worldwide Human Resources, or her designee for 2010. There was no incremental cost related to the modifications.

The following table provides data related to all PSA and PCSA activity:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS, EXCEPT YEARS) 2010 2009 2008
Total intrinsic value of vested PSA/PCSA shares $3 $37 $15
Total compensation cost related to nonvested PSA grants not yet recognized, pre-tax $18 $17 $20
Weighted-average period in years over which PSA cost is expected to be recognized 2 2 2

E. Total Shareholder Return Units (TSRUS)

Total Shareholder Return Units (TSRUSs) (formerly known as Stock Appreciation Rights (SARs)) are awarded to senior and other key management. TSRUs entitle the holders to receive, two
years after the end of the three-year vesting term, a number of shares of our common stock with a value equal to the difference between the defined settlement price and the grant price, plus
the dividends accumulated during the five-year term, if and to the extent the total value is positive. The settlement price is the average closing
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price of Pfizer common stock during the 20 trading days ending on the fifth anniversary of the grant; the grant price is the closing price of Pfizer common stock on the date of the grant.

The TSRUs are automatically settled on the fifth anniversary of the grant but vest on the third anniversary of the grant, after which time there no longer is a risk of forfeiture, other than a loss or
recapture due to a violation by the holder of the restrictive covenants set forth in the TSRU grant documents. TSRUs are accounted for using a fair-value-based method at the date of grant in
the consolidated statements of income and generally are amortized on an even basis over the vesting term into Cost of sales, Selling, informational and administrative expenses and Research

and development expenses, as appropriate.

The fair-value-based method for valuing the TSRUs uses the Monte Carlo simulation model. The model incorporates a number of valuation assumptions noted in the following table, shown at

their weighted-average values:

TSRUs TSRUs
2010 2009
Expected dividend yield @) 3.99% 4.55%
Risk-free interest rate () 2.34% 2.35%
Expected stock price volatility (¢) 26.76% 36.92%
Expected term @) (years) 5.00 5.00
(2) petermined using a constant dividend yield during the expected term of the TSRU.
(5)petermined using the interpolated yield on U.S. Treasury zero-coupon issues.
(¢)petermined using implied volatility, after consideration of historical volatility.
(d)petermined using the contractual term.
The following summarizes all TSRU activity during 2010:
WEIGHTED-
AVERAGE
GRANT
DATE
SHARES VALUE PER
(THOUSANDS) SHARE
Nonvested, December 31, 2009 8,681 $ 17.04
Granted 5,104 17.67
Vested (78) 16.60
Forfeited (1,070) 16.96
Nonvested, December 31, 2010 12,637 17.30

The following table provides data related to all TSRU activity:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS, EXCEPT PER TSRU AMOUNTS AND YEARS) 2010 2009
Weighted-average grant date fair value per TSRU 4.25 $ 4.26
Total compensation cost related to nonvested TSRU grants not yet recognized, pre-tax 18 $ 23
Weighted-average period in years over which TSRU cost is expected to be recognized 1.5 2.1
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16. Earnings per Common Share Attributable to Commo  n Shareholders

Basic and diluted EPS were computed using the following common share data:

YEAR ENDED DECEMBER 31,

(IN_MILLIONS) 2010 2009 2008
EPS Numerator —Basic:
Income from continuing operations $8,298 $8,630 $8,049
Less: Net income attributable to noncontrolling interests 32 9 23
Income from continuing operations attributable to Pfizer Inc. 8,266 8,621 8,026
Less: Preferred stock dividends—net of tax 2 2 3
Income from continuing operations attributable to Pfizer Inc. common shareholders 8,264 8,619 8,023
Discontinued operations—net of tax (9) 14 78
Net income attributable to Pfizer Inc. common shareholders $8,255 $8,633 $8,101
EPS Numerator —Diluted:
Income from continuing operations attributable to Pfizer Inc. common shareholders and assumed conversions $8,266 $8,621 $8,026
Discontinued operations—net of tax (9) 14 78
Net income attributable to Pfizer Inc. common shareholders and assumed conversions $8,257 $8,635 $8,104
EPS Denominator:
Weighted-average number of common shares outstanding—Basic 8,036 7,007 6,727
Common-share equivalents: stock options, stock issuable under employee compensation plans and convertible preferred stock 38 38 23
Weighted-average number of common shares outstanding—Diluted 8,074 7,045 6,750
Stock options that had exercise prices greater than the average market price of our common stock issuable under employee

compensation plans @ 413 400 489

@These common stock equivalents were outstanding during 2010, 2009 and 2008 but were not included in the computation of diluted EPS for those years because their inclusion would have
had an anti-dilutive effect.

17. Lease Commitments

We lease properties and equipment for use in our operations. In addition to rent, the leases may require us to pay directly for taxes, insurance, maintenance and other operating expenses or to
pay higher rent when operating expenses increase. Rental expense, net of sublease income, was $394 million in 2010, $364 million in 2009 and $370 million in 2008. This table shows future
minimum rental commitments under non-cancelable operating leases as of December 31 for the following years:

AFTER
(MILLIONS OF DOLLARS) 2011 2012 2013 2014 2015 2015
Lease commitments $185 $158 $138 $113 $ 95 $ 756

18. Insurance
Our insurance coverage reflects market conditions (including cost and availability) existing at the time it is written, and our decision to obtain insurance coverage or to self-insure varies
accordingly. Depending upon the cost and availability of insurance and the nature of the risk involved, the amount of self-insurance may be significant. The cost and availability of coverage

have resulted in self-insuring certain exposures, including product liability. If we incur substantial liabilities that are not covered by insurance or substantially exceed insurance coverage and
that are in excess of existing accruals, there could be a material adverse effect on our results of operations in any particular period (see Note 19. Legal Proceedings and Contingencies ).

19. Legal Proceedings and Contingencies

We and certain of our subsidiaries are involved in various patent, product liability, consumer, commercial, securities, environmental and tax litigations and claims; government investigations;
and other legal proceedings that arise from time to time in the ordinary course of our business. We do not believe any of them will have a material adverse effect on our financial position.

We record accruals for income tax contingencies to the extent that we conclude that a tax position is not sustainable under a “more- likely-than-not” standard, and we record our estimate of the
potential tax benefits in one tax jurisdiction that could result from the
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payment of income taxes in another tax jurisdiction when we conclude that the potential recovery is more likely than not. We record accruals for all other contingencies to the extent that we
conclude their occurrence is probable and the related damages are estimable, and we record anticipated recoveries under existing insurance contracts when assured of recovery. If a range of
liability is probable and estimable and some amount within the range appears to be a better estimate than any other amount within the range, we accrue that amount. If a range of liability is
probable and estimable and no amount within the range appears to be a better estimate than any other amount within the range, we accrue the minimum of such probable range. Many claims
involve highly complex issues relating to causation, label warnings, scientific evidence, actual damages and other matters. Often these issues are subject to substantial uncertainties and,
therefore, the probability of loss and an estimation of damages are difficult to ascertain. Consequently, we cannot reasonably estimate the maximum potential exposure or the range of possible
loss in excess of amounts accrued for these contingencies. These assessments can involve a series of complex judgments about future events and can rely heavily on estimates and
assumptions (see Note 1C. Significant Accounting Policies: Estimates and Assumptions ). Our assessments are based on estimates and assumptions that have been deemed reasonable by
management. Litigation is inherently unpredictable, and excessive verdicts do occur. Although we believe we have substantial defenses in these matters, we could in the future incur judgments
or enter into settlements of claims that could have a material adverse effect on our results of operations in any particular period.

Patent claims include challenges to the coverage and/or validity of our patents on various products or processes. Although we believe we have substantial defenses to these challenges with
respect to all our material patents, there can be no assurance as to the outcome of these matters, and a loss in any of these cases could result in a loss of patent protection for the drug at
issue, which could lead to a significant loss of sales of that drug and could materially affect future results of operations.

Among the principal matters pending to which we are a party are the following:

A. Patent Matters

Like other pharmaceutical companies, we are involved in numerous suits relating to our patents, including but not limited to those discussed below. Most of the suits involve claims by generic
drug manufacturers that patents covering our products, processes or dosage forms are invalid and/or do not cover the product of the generic manufacturer. Also, counterclaims as well as
various independent actions have been filed claiming that our assertions of, or attempts to enforce, our patent rights with respect to certain products constitute unfair competition and/or
violations of the antitrust laws. In addition to the challenges to the U.S. patents on a number of our products that are discussed below, we note that the patent rights to certain of our products,
including without limitation Lipitor, are being challenged in various other countries.

Lipitor (atorvastatin)

In November 2008, Apotex Inc. notified us that it had filed an abbreviated new drug application with the FDA seeking approval to market a generic version of Lipitor. Apotex Inc. asserts the
invalidity of our enantiomer patent, which (including the six-month pediatric exclusivity period) expires in June 2011, and the non-infringement of certain later-expiring patents. In December
2008, we filed suit against Apotex Inc. in the U.S. District Court for the District of Delaware and the U.S. District Court for the Northern District of Illinois asserting the validity and infringement of
the enantiomer patent. In August 2009, our action in the District of Delaware was transferred to the Northern District of Illinois and consolidated with our pending action there.

In May 2009, Matrix Laboratories Limited (Matrix), a subsidiary of Mylan Inc., notified us that it had filed an abbreviated new drug application with the FDA seeking approval to market a generic
version of Lipitor. Matrix asserted the non-infringement of our patent covering the crystalline form of atorvastatin, which (including the six-month pediatric exclusivity period) expires in 2017,
and two other Lipitor patents. Matrix did not challenge our enantiomer patent. In June 2009, we filed actions against Matrix, Mylan Inc. and another Mylan subsidiary in the U.S. District Court
for the District of Delaware and the U.S. District Court for the Northern District of West Virginia asserting the infringement of the crystalline patent and two process patents that expire in

2016. In November 2009, our action in the Northern District of West Virginia was transferred to the District of Delaware and consolidated with our pending action there. In January 2011, we
settled this action on terms that are confidential and not material to the Company.

In October 2009, Dr. Reddy's Laboratories Ltd. and Dr. Reddy’s Laboratories, Inc. (collectively, Dr. Reddy's) and KUDCO Ireland, Ltd. and Kremers Urban LLC (collectively, KUDCO) notified
us that they had filed abbreviated new drug applications with the FDA seeking approval to market generic versions of Lipitor. Both of the abbreviated new drug applications cover the 10, 20
and 40 mg dosage strengths, and KUDCO's abbreviated new drug application also covers the 80 mg dosage strength. Dr. Reddy’s and KUDCO assert the invalidity and/or non-infringement of
our patent covering the crystalline form of atorvastatin and two other Lipitor patents. They have not challenged our enantiomer patent. In December 2009, we filed actions against Dr. Reddy’s
and KUDCO in the U.S. District Court for the District of Delaware asserting the infringement of our crystalline patent. In addition, in December 2010, we filed an action against Dr. Reddy'’s in
the same court asserting the infringement of the same patent in connection with Dr. Reddy’s additional abbreviated new drug application seeking approval to market a generic version of the 80
mg dosage strength.

In July 2010, Actavis, Inc. and Actavis Pharma Manufacturing Pvt. Ltd. (collectively, Actavis) notified us that they had filed an abbreviated new drug application with the FDA seeking approval
to market a generic version of Lipitor. Actavis asserts the non-infringement of our patent covering the crystalline form of atorvastatin and two other Lipitor patents. Actavis has not challenged
our enantiomer patent. In August 2010, we filed an action against Actavis in the U.S. District Court for the District of Delaware asserting the infringement of our crystalline patent.
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Caduet (atorvastatin/amlodipine combination)

In August 2009, Sandoz Inc., a division of Novartis AG (Sandoz), notified us that it had filed an abbreviated new drug application with the FDA seeking approval to market a generic version of
Caduet. In that filing and in a declaratory judgment action brought by Sandoz in October 2009 in the U.S. District Court for the District of Colorado, collectively, Sandoz asserts the invalidity of
our patent covering the atorvastatin/amlodipine combination, which expires in 2018, and the invalidity and non-infringement of three patents for Lipitor which (including the six-month pediatric
exclusivity period) expire between 2013 and 2017. Sandoz has not challenged our enantiomer patent for Lipitor. In October 2009, we filed suit against Sandoz in the U.S. District Court for the
District of Delaware and the U.S. District Court for the District of Colorado asserting the infringement of the atorvastatin/amlodipine combination patent. In February 2010, our action and
Sandoz’s action in the District of Colorado were transferred to the District of Delaware and consolidated with our pending action there.

In December 2009, Mylan Pharmaceuticals Inc. notified us that it had filed an abbreviated new drug application with the FDA seeking approval to market a generic version of Caduet. Mylan
Pharmaceuticals Inc. asserted the invalidity of our patent covering the atorvastatin/amlodipine combination and the non-infringement of three patents for Lipitor which (including the six-month
pediatric exclusivity period) expire between 2013 and 2017. Mylan Pharmaceuticals Inc. did not challenge our enantiomer patent for Lipitor. In February 2010, we filed suit against Mylan
Pharmaceuticals Inc. in the U.S. District Court for the District of Delaware asserting the infringement of the atorvastatin/amlodipine combination patent. In January 2011, we settled this action.
Under the settlement agreement, Mylan Pharmaceuticals Inc. will have certain rights to launch a generic atorvastatin/amlodipine combination product in the U.S. beginning on November 30,
2011; other terms of the settlement agreement are confidential and not material to the Company.

Viagra (sildenafil)

In March 2010, we brought a patent-infringement action in the U.S. District Court for the Eastern District of Virginia against Teva Pharmaceuticals USA, Inc. (Teva USA) and Teva
Pharmaceutical Industries Ltd. (Teva Pharmaceutical Industries), which had filed an abbreviated new drug application with the FDA seeking approval to market a generic version of Viagra.
Teva USA and Teva Pharmaceutical Industries assert the invalidity and non-infringement of the Viagra use patent, which expires in 2019, but have not challenged the basic patent, which
expires in 2012.

In October 2010, we filed a patent-infringement action with respect to Viagra in the U.S. District Court for the Southern District of New York against Apotex Inc. and Apotex Corp., Mylan
Pharmaceuticals Inc. and Mylan Inc., Actavis and Amneal Pharmaceuticals LLC. These generic manufacturers have filed abbreviated new drug applications with the FDA seeking approval to
market their generic versions of Viagra. They assert the invalidity and non-infringement of the Viagra use patent, but have not challenged the basic patent.

Sutent (sunitinib malate)

In May 2010, Mylan Pharmaceuticals Inc. notified us that it had filed an abbreviated new drug application with the FDA seeking approval to market a generic version of Sutent and challenging
on various grounds the Sutent basic patent, which expires in 2021, and two other patents, which expire in 2020 and 2021. In June 2010, we filed suit against Mylan Pharmaceuticals Inc. in the
U.S. District Court for the District of Delaware asserting the infringement of those three patents.

Detrol (tolterodine)

In March 2004, we brought a patent-infringement suit in the U.S. District Court for the District of New Jersey against Teva USA, which had filed an abbreviated new drug application with the
FDA seeking approval to market a generic version of Detrol. In January 2007, Teva USA withdrew its challenge to our patent, and the patent-infringement suit was dismissed. Also in January
2007, lvax Pharmaceuticals, Inc. (Ivax), a wholly owned subsidiary of Teva USA, amended its previously filed abbreviated new drug application for tolterodine to challenge our basic patent for
Detrol, and we brought a patent-infringement action against Ivax in the U.S. District Court for the District of New Jersey. The basic patent (including the six-month pediatric exclusivity period)
expires in September 2012. In January 2010, the court issued a decision in our favor, upholding the basic patent. The court entered an order preventing the FDA from approving lvax’s
abbreviated new drug application for Detrol before the expiration of the basic patent in September 2012. lvax and Teva USA have appealed the District Court’s decision to the U.S. Court of
Appeals for the Federal Circuit.

Detrol LA (tolterodine)

In October 2007 and January 2008, respectively, Teva USA and Impax Laboratories, Inc. notified us that they had filed abbreviated new drug applications with the FDA seeking approval to
market generic versions of Detrol LA, an extended-release formulation of Detrol (tolterodine). They are challenging on various grounds the basic patent, which (including the six-month pediatric
exclusivity period) expires in 2012, and three formulation patents, which (including the six-month pediatric exclusivity period) expire in 2020. We filed actions against them in the U.S. District
Court for the Southern District of New York asserting the infringement of the basic patent and two of the formulation patents. These actions subsequently were transferred to the U.S. District
Court for the District of New Jersey.

In March 2008 and May 2010, respectively, Sandoz and Mylan Pharmaceuticals Inc. notified us that they had filed abbreviated new drug applications with the FDA seeking approval to market
generic versions of Detrol LA. They assert the invalidity and/or non-infringement of three formulation patents for Detrol LA. They have not challenged the basic patent. In June 2010, we filed
actions against Sandoz and Mylan Pharmaceuticals Inc. in the U.S. District Court for the District of New Jersey asserting the infringement of two of the formulation patents.
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Lyrica (pregabalin)

Beginning in March 2009, several generic manufacturers notified us that they had filed abbreviated new drug applications with the FDA seeking approval to market generic versions of Lyrica
capsules. Each of the generic manufacturers is challenging one or more of three patents for Lyrica: the basic patent, which expires in 2018, and two other patents, which expire in 2013 and
2018. Each of the generic manufacturers asserts the invalidity and/or the non-infringement of the patents subject to challenge. Beginning in April 2009, we filed actions against these generic
manufacturers in the U.S. District Court for the District of Delaware asserting the infringement and validity of our patents for Lyrica. All of these cases have been consolidated in the District of
Delaware.

In August and November 2010, respectively, Lupin Limited (Lupin) and Novel Laboratories, Inc. (Novel) notified us that they had filed abbreviated new drug applications with the FDA seeking
approval to market generic versions of Lyrica oral solution 20 mg/mL and asserting the invalidity and/or infringement of our three patents for Lyrica referred to above. In October 2010 and
January 2011, respectively, we filed actions against Lupin and Novel in the U.S. District Court for the District of Delaware asserting the validity and infringement of all three patents.

We also have filed patent-infringement actions in Canada against certain generic manufacturers who are seeking approval to market generic versions of Lyrica capsules in that country.

Zyvox (linezolid)

In December 2009, Teva Parenteral Medicines Inc. (Teva Parenteral) notified us that it had filed an abbreviated new drug application with the FDA seeking approval to market a generic version
of Zyvox. Teva Parenteral asserts the invalidity and non-infringement of the basic Zyvox patent, which (including the six-month pediatric exclusivity period) expires in 2015, and another patent
that expires in 2021. In January 2010, we filed suit against Teva Parenteral in the U.S. District Court for the District of Delaware asserting the infringement of the basic patent.

Chantix (varenicline)

In July 2010, we received notices from Apotex Inc. and Apotex Corp. and from Mylan Pharmaceuticals Inc. that they had filed abbreviated new drug applications with the FDA seeking approval
to market generic versions of Chantix. They assert the invalidity of our patent covering the tartrate salt of varenicline and the non-infringement of our crystalline form patent, both of which
expire in 2022. They have not challenged the basic patent, which expires in 2020. In August 2010, we filed actions against Apotex Inc. and Apotex Corp. and against Mylan Pharmaceuticals
Inc. in the U.S. District Court for the Southern District of New York asserting the infringement of both of the challenged patents. In December 2010, both of these actions were voluntarily
dismissed by us without prejudice.

Aricept (donepezil hydrochloride)

In October 2005, Teva USA notified Eisai Co., Ltd. (Eisai) that Teva USA had filed an abbreviated new drug application with the FDA challenging on various grounds Eisai’s basic patent for
Aricept and seeking approval to market a generic version of Aricept. In December 2005, Eisai filed suit against Teva USA in the U.S. District Court for the District of New Jersey asserting
infringement of that patent. This action was dismissed voluntarily in November 2010 upon the expiration of the basic patent. We co-promote Aricept with Eisai in the U.S., but we were not a
party to Eisai's patent-infringement action.

Neurontin (gabapentin)

In August 2005, the U.S. District Court for the District of New Jersey held that the generic gabapentin (Neurontin) products of a number of generic manufacturers did not infringe our gabapentin
low-lactam patent, which expires in 2017, and it granted summary judgment in their favor. Several generic manufacturers launched their gabapentin products in 2004 and 2005. In September
2007, the U.S. Court of Appeals for the Federal Circuit reversed the District Court’s summary judgment decision and remanded the case to the District Court for trial on the patent-infringement
issue. If successful at trial, we intend to seek compensation from the generic manufacturers for damages resulting from their at-risk launches of generic gabapentin.

Relpax (eletriptan)

In June 2010, we received notices from Apotex Inc. and Apotex Corp. and from Teva USA that they had filed abbreviated new drug applications with the FDA seeking approval to market
generic versions of Relpax. They assert the non-infringement of our patent covering the crystalline form of eletriptan, which expires in 2017. They have not challenged the basic patent, which
expires in 2016. In July 2010, we filed actions against Apotex Inc. and Apotex Corp. and against Teva USA in the U.S. District Court for the Southern District of New York asserting the
infringement of the crystalline patent.

Protonix (pantoprazole sodium)
Wyeth has a license to market Protonix in the U.S. from Nycomed GmbH (Nycomed), which owns the patents relating to Protonix. The basic patent (including the six-month pediatric exclusivity
period) for Protonix expired in January 2011.

Following their respective filings of abbreviated new drug applications with the FDA, Teva USA and Teva Pharmaceutical Industries, Sun Pharmaceutical Advanced Research Centre Ltd. and
Sun Pharmaceutical Industries Ltd. (collectively, Sun) and KUDCO Ireland, Ltd. (KUDCO Ireland) received final FDA approval to market their generic versions of Protonix 20 mg and 40 mg
delayed- release tablets. Wyeth and Nycomed filed actions against those generic manufacturers in the U.S. District Court for the District of New Jersey, which subsequently were consolidated
into a single proceeding, alleging infringement of the basic patent and seeking declaratory and injunctive relief. Following the court's denial of a preliminary injunction sought by Wyeth and
Nycomed, Teva USA and Teva Pharmaceutical Industries and Sun launched their generic versions of Protonix tablets at risk in December 2007 and
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January 2008, respectively. Wyeth launched its own generic version of Protonix tablets in January 2008, and Wyeth and Nycomed filed amended complaints in the pending patent-infringement
action seeking compensation for damages resulting from Teva USA'’s, Teva Pharmaceutical Industries’ and Sun's at-risk launches.

In April 2010, the jury in the pending patent-infringement action upheld the validity of the basic patent for Protonix. In July 2010, the court upheld the jury verdict, but it did not issue a judgment
against Teva USA, Teva Pharmaceutical Industries or Sun because of their other claims relating to the patent that still are pending. Wyeth and Nycomed will continue to pursue all available
legal remedies against those generic manufacturers, including compensation for damages resulting from their at-risk launches.

Separately, Wyeth and Nycomed are defendants in purported class actions brought by direct and indirect purchasers of Protonix in the U.S. District Court for the District of New Jersey.
Plaintiffs seek damages, on behalf of the respective putative classes, for the alleged violation of antitrust laws in connection with the procurement and enforcement of the patents for Protonix.
These purported class actions have been stayed pending resolution of the underlying patent litigation in the U.S. District Court for the District of New Jersey.

Rapamune (sirolimus)

In March 2010, Watson Laboratories, Inc. (Watson) and Ranbaxy Laboratories Limited (Ranbaxy) notified us that they had filed abbreviated new drug applications with the FDA seeking
approval to market generic versions of Rapamune. Watson and Ranbaxy assert the invalidity and non-infringement of a method-of-use patent which (including the six-month pediatric
exclusivity period) expires in 2014 and a solid-dosage formulation patent which (including the six-month pediatric exclusivity period) expires in 2018. In April 2010, we filed actions against
Watson and Ranbaxy in the U.S. District Court for the District of Delaware and against Watson in the U.S. District Court for the Southern District of Florida asserting the infringement of the
method-of-use patent. In June 2010, our action in the Southern District of Florida was transferred to the District of Delaware and consolidated with our pending action there.

ReFacto and Xyntha

In February 2008, Novartis Vaccines and Diagnostics, Inc. (Novartis) filed suit against Wyeth and a subsidiary of Wyeth in the U.S. District Court for the Eastern District of Texas alleging that
Wyeth's ReFacto and Xyntha products infringe two Novartis patents. Novartis’s complaint seeks damages, including treble damages, for alleged willful infringement. Wyeth and its subsidiary
assert, among other things, the invalidity and non-infringement of the Novartis patents. In November 2009, Novartis added a third patent to its infringement claim against Wyeth and its
subsidiary. In August 2010, Novartis granted Wyeth and its subsidiary a covenant not to sue on the third patent and withdrew that patent from its pending action.

In May 2008, a subsidiary of Wyeth filed suit in the U.S. District Court for the District of Delaware against Novartis seeking a declaration that the two Novartis patents initially asserted against
Wyeth and its subsidiary in the action referred to in the preceding paragraph are invalid on the ground that the Wyeth subsidiary was the first to invent the subject matter. In February 2010, the
District of Delaware declined to invalidate those two Novartis patents. In March 2010, the Wyeth subsidiary appealed the decision to the U.S Court of Appeals for the Federal Circuit.

Tygacil (tigecycline)

In October 2009, Sandoz notified Wyeth that it had filed an abbreviated new drug application with the FDA seeking approval to market a generic version of Tygacil. Sandoz asserts the
invalidity and non-infringement of two of Wyeth'’s patents relating to Tygacil, including the basic patent, which expires in 2016. In December 2009, Wyeth filed suit against Sandoz in the U.S.
District Court for the District of Delaware asserting infringement of the basic patent.

B. Product Litigation

Like other pharmaceutical companies, we are defendants in numerous cases, including but not limited to those discussed below, related to our pharmaceutical and other products. Plaintiffs in
these cases seek damages and other relief on various grounds for alleged personal injury and economic loss.

Asbestos
¢ Quigley

Quigley Company, Inc. (Quigley), a wholly owned subsidiary, was acquired by Pfizer in 1968 and sold small amounts of products containing asbestos until the early 1970s. In September 2004,
Pfizer and Quigley took steps that were intended to resolve all pending and future claims against Pfizer and Quigley in which the claimants allege personal injury from exposure to Quigley
products containing asbestos, silica or mixed dust. We recorded a charge of $369 million pre-tax ($229 million after-tax) in the third quarter of 2004 in connection with these matters.

In September 2004, Quigley filed a petition in the U.S. Bankruptcy Court for the Southern District of New York seeking reorganization under Chapter 11 of the U.S. Bankruptcy Code. In March
2005, Quigley filed a reorganization plan in the Bankruptcy Court that needed the approval of both the Bankruptcy Court and the U.S. District Court for the Southern District of New York after
receipt of the vote of 75% of the claimants. In connection with that filing, Pfizer entered into settlement agreements with lawyers representing more than 80% of the individuals with claims
related to Quigley products against Quigley and Pfizer. The agreements provide for a total of $430 million in payments, of which $215 million became due in December 2005 and is being paid
to claimants upon receipt by the Company of certain required documentation from each of the claimants. The reorganization plan provided for the establishment of a Trust (the Trust) for the
payment of all remaining pending claims as well as any future claims alleging injury from exposure to Quigley products.
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In February 2008, the Bankruptcy Court authorized Quigley to solicit an amended reorganization plan for acceptance by claimants. According to the official report filed with the court by the
balloting agent in July 2008, the requisite number of votes was cast in favor of the amended plan of reorganization.

The Bankruptcy Court held a confirmation hearing with respect to Quigley’s amended plan of reorganization that concluded in December 2009. In September 2010, the Bankruptcy Court
declined to confirm the amended reorganization plan. Pfizer and Quigley are seeking to address the Bankruptcy Court’s concerns regarding the amended reorganization plan and currently
intend to submit a revised plan for consideration by the court. There is no assurance that such a revised plan will be submitted or that, if submitted, it will be approved by the Bankruptcy Court.
As a result of the foregoing, Pfizer recorded additional charges for this matter of approximately $1.3 billion pre-tax (approximately $800 million after-tax) in 2010. Further, in order to preserve its
right to address certain legal issues raised in the court’s opinion, in October 2010, Pfizer filed a notice of appeal and motion for leave to appeal the Bankruptcy Court’s decision denying
confirmation.

In a separately negotiated transaction with an insurance company in August 2004, we agreed to a settlement related to certain insurance coverage which provides for payments to us over a
ten-year period of amounts totaling $405 million.

¢ Other Matters

Between 1967 and 1982, Warner-Lambert owned American Optical Corporation, which manufactured and sold respiratory protective devices and asbestos safety clothing. In connection with
the sale of American Optical in 1982, Warner-Lambert agreed to indemnify the purchaser for certain liabilities, including certain asbestos-related and other claims. As of December 31, 2010,
approximately 88,000 claims naming American Optical and numerous other defendants were pending in various federal and state courts seeking damages for alleged personal injury from
exposure to asbestos and other allegedly hazardous materials. Warner-Lambert is actively engaged in the defense of, and will continue to explore various means to resolve, these claims.

Warner-Lambert and American Optical brought suit in state court in New Jersey against the insurance carriers that provided coverage for the asbestos and other allegedly hazardous materials
claims related to American Optical. A majority of the carriers subsequently agreed to pay for a portion of the costs of defending and resolving those claims. The litigation continues against the

carriers who have disputed coverage or how costs should be allocated to their policies, and the court held that Warner-Lambert and American Optical are entitled to coverage by those carriers
of a portion of the costs associated with those claims. The case is now in the allocation phase, in which the court will determine the amounts currently due from the carriers who have disputed

coverage or allocation as well as their respective coverage obligations going forward.

Numerous lawsuits are pending against Pfizer in various federal and state courts seeking damages for alleged personal injury from exposure to products containing asbestos and other
allegedly hazardous materials sold by Gibsonburg Lime Products Company (Gibsonburg). Gibsonburg was acquired by Pfizer in the 1960s and sold small amounts of products containing
asbestos until the early 1970s.

There also is a small number of lawsuits pending in various federal and state courts seeking damages for alleged exposure to asbestos in facilities owned or formerly owned by Pfizer or its
subsidiaries.

Celebrex and Bextra
« Securities and ERISA Actions

Beginning in late 2004, actions, including purported class actions, were filed in various federal and state courts against Pfizer, Pharmacia Corporation (Pharmacia) and certain current and
former officers, directors and employees of Pfizer and Pharmacia. These actions include (i) purported class actions alleging that Pfizer and certain current and former officers of Pfizer violated
federal securities laws by misrepresenting the safety of Celebrex and Bextra, and (ii) purported class actions filed by persons who claim to be participants in the Pfizer or Pharmacia Savings
Plan alleging that Pfizer and certain current and former officers, directors and employees of Pfizer or, where applicable, Pharmacia and certain former officers, directors and employees of
Pharmacia, violated certain provisions of the Employee Retirement Income Security Act of 1974 (ERISA) by selecting and maintaining Pfizer stock as an investment alternative when it
allegedly no longer was a suitable or prudent investment option. In June 2005, the federal securities and ERISA actions were transferred for consolidated pre-trial proceedings to a Multi-District
Litigation ( In re Pfizer Inc. Securities, Derivative and "ERISA" Litigation MDL-1688 ) in the U.S. District Court for the Southern District of New York.

« Securities Action in New Jersey

In 2003, several purported class action complaints were filed in the U.S. District Court for the District of New Jersey against Pharmacia, Pfizer and certain former officers of Pharmacia. The
complaints allege that the defendants violated federal securities laws by misrepresenting the data from a study concerning the gastrointestinal effects of Celebrex. These cases were
consolidated for pre-trial proceedings in the District of New Jersey ( Alaska Electrical Pension Fund et al. v. Pharmacia Corporation et al .). In January 2007, the court certified a class
consisting of all persons who purchased Pharmacia securities from April 17, 2000 through February 6, 2001 and were damaged as a result of the decline in the price of Pharmacia's securities
allegedly attributable to the misrepresentations. Plaintiffs seek damages in an unspecified amount.

In October 2007, the court granted defendants’ motion for summary judgment and dismissed the plaintiffs’ claims. In November 2007, the plaintiffs appealed the decision to the U.S. Court of
Appeals for the Third Circuit. In January 2009, the Third Circuit vacated the District Court’s grant of summary judgment in favor of defendants and remanded the case to the District Court for
further proceedings. The Third Circuit also held that the District Court erred in determining that the class period ended on February 6, 2001, and directed that the class period end on August 5,
2001. In June 2009, the District Court stayed proceedings in the case pending a
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determination by the U.S. Supreme Court with regard to defendants’ petition for certiorari seeking reversal of the Third Circuit’s decision. In May 2010, the U.S. Supreme Court denied
defendants’ petition for certiorari, and the case has been remanded to the District Court for further proceedings.

¢ Other

Pfizer and several predecessor and affiliated companies, including Monsanto Company (Monsanto), are defendants in an action brought by Brigham Young University (BYU) and a BYU
professor in the U.S. District Court for the District of Utah alleging, among other things, breach by Monsanto of a 1991 research agreement with BYU. Plaintiffs claim that research under that
agreement led to the discovery of Celebrex and that, as a result, they are entitled to a share of the profits from Celebrex sales. Plaintiffs seek, among other things, compensatory and punitive
damages.

Various Drugs: Off-Label Promotion Actions
« Shareholder Derivative Actions

Beginning in September 2009, a number of shareholder derivative actions were filed in the U.S. District Court for the Southern District of New York, the Supreme Court of the State of New
York, County of New York, and the Court of Chancery of the State of Delaware against certain of our current and former officers and directors. Pfizer is named as a nominal defendant. These
actions allege that the individual defendants breached fiduciary duties by, among other things, causing or allowing Pfizer to engage in off-label promotion of certain drugs, including Bextra.
Damages in unspecified amounts and other unspecified relief are sought on behalf of Pfizer. In November 2009, the federal cases were consolidated in the Southern District of New York (In re
Pfizer Inc Shareholder Derivative Litigation ).

In June 2010, the action in state court in New York was stayed pending the outcome of the consolidated federal action. In July 2010, the plaintiffs appealed the stay order to the Appellate
Division of the Supreme Court of the State of New York. In August and September 2010, respectively, the two actions in state court in Delaware were stayed pending the outcome of the
consolidated federal action.

In December 2010, the court in the consolidated federal action granted preliminary approval of a settlement agreement among the parties and scheduled a hearing in March 2011 to consider
final approval. Subject to final court approval, the settlement agreement provides, among other things, that (i) Pfizer will create a new Regulatory and Compliance Committee of its Board of
Directors to monitor the Company’s compliance with applicable legal and regulatory healthcare requirements, and (ii) the Company'’s directors and officers liability insurance carriers will
establish a $75 million fund, a portion of which will be used to pay the plaintiffs’ legal fees and expenses and the balance of which will be available to fund the activities of the new Regulatory
and Compliance Committee for a period of five years. In connection with the settlement agreement, the defendants denied any wrongdoing related to the claims asserted in the action.

« Securities Action

In May 2010, a purported class action was filed in the U.S. District Court for the Southern District of New York against Pfizer and several of our current and former officers. The complaint
alleges that the defendants violated federal securities laws by failing to disclose that Pfizer was engaged in off-label marketing of certain drugs. Plaintiffs seek damages in an unspecified
amount.

« Actions by Health Care Service Corporation

In June 2010, Health Care Service Corporation (HCSC), for itself and its affiliates, Blue Cross and Blue Shield plans in lllinois, New Mexico, Oklahoma and Texas, filed an action against us in
the U.S. District Court for the Eastern District of Texas. In July 2010, HCSC amended its complaint. The complaint, as amended, alleges that we engaged in deceptive marketing activities,
including off-label promotion, and the payment of improper remuneration to health care professionals with respect to Bextra and Celebrex in violation of, among other things, the federal
Racketeer Influenced and Corrupt Organizations (RICO) Act and the lllinois Consumer Fraud Act. In December 2010, this action was transferred to the Multi-District Litigation ( In re Celebrex
and Bextra Marketing, Sales Practices and Product Liability Litigation MDL-1699 ) in the U.S. District Court for the Northern District of California. In July 2010, HCSC also filed a separate
lawsuit against us in the U.S. District Court for the Eastern District of Texas including substantially similar allegations regarding Geodon, Lyrica and Zyvox. In both actions, HCSC seeks to
recover the amounts that it paid for the specified drugs on behalf of its members in lllinois, New Mexico, Oklahoma, and Texas, as well as treble damages and punitive damages.

Hormone-Replacement Therapy

Pfizer and certain wholly owned subsidiaries and limited liability companies, including Wyeth, along with several other pharmaceutical manufacturers, have been named as defendants in
numerous lawsuits in various federal and state courts alleging personal injury resulting from the use of certain estrogen and progestin medications primarily prescribed for women to treat the
symptoms of menopause. Plaintiffs in these suits allege a variety of personal injuries, including breast cancer, ovarian cancer, stroke and heart disease. Certain co-defendants in some of these
actions have asserted indemnification rights against Pfizer and its affiliated companies. The cases against Pfizer and its affiliated companies involve one or more of the following products, all of
which remain approved by the FDA: femhrt (which Pfizer divested in 2003); Activella and Vagifem (which are Novo Nordisk products that were marketed by a Pfizer affiliate from 2000 to 2004);
Premarin, Prempro, Aygestin, Cycrin and Premphase (which are legacy Wyeth products); and Provera, Ogen, Depo-Estradiol, Estring and generic MPA (which are legacy Pharmacia & Upjohn
products). The federal cases have been transferred for consolidated pre-trial proceedings to a Multi-District Litigation ( In re Prempro Products Liability Litigation MDL-1507 ) in the U.S. District
Court for the Eastern District of Arkansas. Certain of the federal cases have been remanded to their respective District Courts for further proceedings including, if necessary, trial.
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This litigation originally included both individual actions as well as various purported nationwide and statewide class actions. However, as a result of the denial of class certification by the
courts in certain actions, the voluntary dismissal by the plaintiffs of certain purported class actions and the withdrawal of the class action allegations by the plaintiffs in certain other actions, this
litigation now consists of individual actions, a few purported statewide class actions and a purported nationwide class action in Canada.

Pfizer and its affiliated companies, including Wyeth, have prevailed in many of the hormone-replacement therapy actions that have been resolved to date, whether by voluntary dismissal by the
plaintiffs, summary judgment, defense verdict or judgment notwithstanding the verdict; a number of these cases have been appealed by the plaintiffs. Certain other hormone-replacement
therapy actions have resulted in verdicts for the plaintiffs and have included the award of compensatory and, in some instances, punitive damages; each of these cases has been appealed by
Pfizer and/or its affiliated companies. The decisions in a few of the cases that had been appealed by Pfizer and/or its affiliated companies have been upheld by the appellate courts, while
several other cases that had been appealed by Pfizer and/or its affiliated companies or by the plaintiffs have been sent back by the appellate courts to their respective trial courts for further
proceedings. In addition, a number of hormone-replacement therapy actions have been settled by the parties in advance of trial. Trials of additional hormone-replacement therapy actions are
scheduled for 2011.

Pfizer and/or its affiliated companies also have received inquiries from various federal and state agencies and officials relating to the marketing of their hormone-replacement products. In
November 2008, the State of Nevada filed an action against Pfizer, Pharmacia & Upjohn Company and Wyeth in state court in Nevada alleging that they had engaged in deceptive marketing of
their respective hormone-replacement therapy medications in Nevada in violation of the Nevada Deceptive Trade Practices Act. The action seeks monetary relief, including civil penalties and
treble damages. In February 2010, the action was dismissed by the court on the grounds that the statute of limitations had expired. In March 2010, the State of Nevada appealed the court’s
ruling to the Nevada Supreme Court.

Zoloft and Effexor
A number of individual lawsuits, as well as a multi-plaintiff lawsuit with respect to Effexor, have been filed against us and/or our subsidiaries in various federal and state courts alleging personal
injury as a result of the purported ingesting of Zoloft or Effexor.

Trovan

In 2009, we entered into agreements with the Federal Government of Nigeria and the State of Kano, Nigeria, to resolve all of the civil and criminal cases pending against us in Nigeria related to
the pediatric clinical study of Trovan that we conducted in Kano during a severe meningitis epidemic in 1996. In 2010, a lawsuit was filed in Nigeria against the State of Kano and us, among
others, on behalf of individuals who claim to be former study participants or the parents or guardians of former study participants. The plaintiffs sought to enjoin the part of the settlement
agreement with the State of Kano that established a fund to compensate former study participants and the parents and guardians of former study participants for alleged injuries, and the
plaintiffs also sought damages for those alleged injuries. In February 2011, the parties to this action and the parties to two substantially similar actions against us in the U.S. entered into an
agreement providing for the settlement and dismissal with prejudice of all three actions on terms that are not material to Pfizer. The settlement agreement is subject to our receipt of releases
from all of the plaintiffs in the cases.

Neurontin

A number of lawsuits, including purported class actions, have been filed against us in various federal and state courts alleging claims arising from the promotion and sale of Neurontin. The
plaintiffs in the purported class actions seek to represent nationwide and certain statewide classes consisting of persons, including individuals, health insurers, employee benefit plans and
other third-party payers, who purchased or reimbursed patients for the purchase of Neurontin that allegedly was used for indications other than those included in the product labeling approved
by the FDA. In 2004, many of the suits pending in federal courts, including individual actions as well as purported class actions, were transferred for consolidated pre-trial proceedings to a
Multi-District Litigation ( In re Neurontin Marketing, Sales Practices and Product Liability Litigation MDL-1629 ) in the U.S. District Court for the District of Massachusetts. Purported class
actions also have been filed against us in various Canadian provincial courts alleging claims arising from the promotion and sale of Neurontin and generic gabapentin.

In the Multi-District Litigation, in 2009, the court denied the plaintiffs’ renewed motion for certification of a nationwide class of all consumers and third-party payers who allegedly purchased or
reimbursed patients for the purchase of Neurontin for off-label uses from 1994 through 2004. The plaintiffs have filed a motion for reconsideration. Although the court has not yet ruled on the
motion for reconsideration, in December 2010, the court partially granted the Company’s motion for summary judgment, dismissing the claims of all of the proposed class representatives for
third-party payers and two of the six proposed class representatives for individual consumers. One of the proposed class representatives for third-party payers has filed a motion for
reconsideration.

Plaintiffs are seeking certification of statewide classes of Neurontin purchasers in actions pending in California, lllinois and Oklahoma. State courts in New York, Pennsylvania, Missouri and
New Mexico have declined to certify statewide classes of Neurontin purchasers.

In January 2011, the U.S. District Court for the District of Massachusetts entered an order affirming a jury verdict against us in an action by a third-party payer seeking damages for the alleged
off-label promotion of Neurontin in violation of the federal Racketeer Influenced and Corrupt Organizations (RICO) Act and California’s Unfair Trade Practices law. The verdict was for $47.4
million, which is subject to automatic trebling to $142.2 million under the RICO Act. In November 2010, the court had entered a separate verdict against us in the amount of $65.4 million under
California’s Unfair Trade Practices law relating to the same alleged conduct, which amount is included within and is not additional to the $142.2 million trebled amount of the jury verdict. We
intend to appeal both verdicts and believe we have good grounds for reversal.
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A number of individual lawsuits have been filed against us in various U.S. federal and state courts and in certain other countries alleging suicide, attempted suicide and other personal injuries
as a result of the purported ingesting of Neurontin. Certain of the U.S. federal actions have been transferred for consolidated pre-trial proceedings to the same Multi-District Litigation referred to
in the first paragraph of this section. In addition, in February 2010 in a proceeding pending in Ontario, Canada, the court certified a class consisting of all persons in Canada, except in Quebec,
who purchased and ingested Neurontin prior to August 2004. The plaintiffs claim that Pfizer failed to provide adequate warning of the alleged risks of personal injury associated with Neurontin.
The parties have jointly sought court approval to include in this proceeding two purported province-wide class actions pending in Quebec that include substantially similar allegations.

Lipitor

In 2004, a former employee filed a “whistleblower” action against us in the U.S. District Court for the Eastern District of New York. The complaint remained under seal until September 2007, at
which time the U.S. Attorney for the Eastern District of New York declined to intervene in the case. We were served with the complaint in December 2007. Plaintiff alleges that, through patient
and medical education programs, written materials and other actions aimed at doctors, consumers, payers and investors, the Company promoted Lipitor for use by certain patients contrary to
national cholesterol guidelines that plaintiff claims are a part of the labeled indications for the product. Plaintiff alleges violations of the Federal Civil False Claims Act and the false claims acts
of certain states and seeks treble damages and civil penalties on behalf of the federal government and the specified states as the result their purchase, or reimbursement of patients for the
purchase, of Lipitor allegedly for such off-label uses. Plaintiff also seeks compensation as a whistleblower under those federal and state statutes. In addition, plaintiff alleges that he was
wrongfully terminated, in violation of the anti-retaliation provisions of the Federal Civil False Claims Act, the Civil Rights Act of 1964 and applicable New York law, for raising concerns about the
alleged off-label promotion of Lipitor and about alleged instances of sexual harassment in the workplace, and he seeks damages and the reinstatement of his employment. In 2009, the court
dismissed without prejudice the claims alleging violations of the Federal Civil False Claims Act and the false claims acts of certain states. In 2010, plaintiff filed an amended complaint
containing allegations concerning violations of the Federal Civil False Claims Act and the false claims acts of certain states that are substantially similar to the allegations in the original
complaint.

Chantix/Champix

A number of individual lawsuits have been filed against us in various federal and state courts alleging suicide, attempted suicide and other personal injuries as a result of the purported
ingesting of Chantix, as well as economic loss. Plaintiffs in these actions seek compensatory and punitive damages and the disgorgement of profits resulting from the sale of Chantix. In
October 2009, the federal cases were transferred for consolidated pre-trial proceedings to a Multi-District Litigation ( In re Chantix (Varenicline) Products Liability Litigation MDL-2092) in the
U.S. District Court for the Northern District of Alabama.

Beginning in December 2008, purported class actions were filed against us in the Ontario Superior Court of Justice (Toronto Region), the Superior Court of Quebec (District of Montreal), the
Court of Queen’s Bench of Alberta, Judicial District of Calgary, and the Superior Court of British Columbia (Vancouver Registry) on behalf of all individuals and third-party payers in Canada
who have purchased and ingested Champix or reimbursed patients for the purchase of Champix. Each of these actions asserts claims under Canadian product liability law, including with
respect to the safety and efficacy of Champix, and, on behalf of the putative class, seeks monetary relief, including punitive damages. The actions in Quebec, Alberta and British Columbia
have been stayed pending the decision regarding class certification in the Ontario action.

Bapineuzumab

In June 2010, a purported class action was filed in the U.S. District Court for the District of New Jersey against Pfizer, as successor to Wyeth, and several former officers of Wyeth. The
complaint alleges that Wyeth and the individual defendants violated federal securities laws by making or causing Wyeth to make false and misleading statements, and by failing to disclose or
causing Wyeth to fail to disclose material information, concerning the results of a clinical trial involving bapineuzumab, a product in development for the treatment of Alzheimer’s disease. The
plaintiff seeks to represent a class consisting of all persons who purchased Wyeth securities from May 21, 2007 through July 2008 and seeks damages in an unspecified amount on behalf of
the purported class.

In July 2010, a related action was filed in the U.S. District Court for the Southern District of New York against Elan Corporation (Elan), certain directors and officers of Elan, and Pfizer, as
successor to Wyeth. This action asserts claims on behalf of purchasers of call options of Elan, a company that jointly developed bapineuzumab with Wyeth until September 2009. The
complaint alleges that Elan, Wyeth and the individual defendants violated federal securities laws by making or causing Elan to make false and misleading statements, and by failing to disclose
or causing Elan to fail to disclose material information, concerning the results of a clinical trial involving bapineuzumab. The plaintiff seeks to represent a class consisting of all persons who
purchased Elan call options from June 17, 2008 through July 29, 2008 and seeks damages in an unspecified amount on behalf of the purported class.

Thimerosal

Wyeth is a defendant in a number of suits by or on behalf of vaccine recipients alleging that exposure through vaccines to cumulative doses of thimerosal, a preservative used in certain
childhood vaccines formerly manufactured and distributed by Wyeth and other vaccine manufacturers, caused severe neurological damage and/or autism in children. While several suits were
filed as purported nationwide or statewide class actions, all of the purported class actions have been dismissed, either by the courts or voluntarily by the plaintiffs. In addition to the suits
alleging injury from exposure to thimerosal, certain of the cases were brought by parents in their individual capacities for, among other things, loss of services and loss of consortium of the
injured child.

The National Childhood Vaccine Injury Act (the Vaccine Act) requires that persons alleging injury from childhood vaccines first file a petition in the U.S. Court of Federal Claims asserting a
vaccine-related injury. At the conclusion of that proceeding, petitioners may bring a lawsuit against the manufacturer in federal or state court, provided that they have satisfied certain
procedural requirements. Also under the terms of the Vaccine Act, if a petition has not been adjudicated by the U.S. Court of Federal Claims within a specified time period after filing, the
petitioner may opt out of the proceeding and pursue a lawsuit against the manufacturer by following
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certain procedures. Some of the vaccine recipients who have sued Wyeth to date may not have satisfied the conditions to filing a lawsuit that are mandated by the Vaccine Act. The claims
brought by parents for, among other things, loss of services and loss of consortium of the injured child are not covered by the Vaccine Act.

In 2002, the Office of Special Masters of the U.S. Court of Federal Claims established an Omnibus Autism Proceeding with jurisdiction over petitions in which vaccine recipients claim to suffer
from autism or autism spectrum disorder as a result of receiving thimerosal-containing childhood vaccines and/or the measles, mumps and rubella (MMR) vaccine. There currently are several
thousand petitions pending in the Omnibus Autism Proceeding. Special masters of the court have heard six test cases on petitioners’ theories that either thimerosal-containing vaccines in
combination with the MMR vaccine or thimerosal-containing vaccines alone can cause autism or autism spectrum disorder.

* In February 2009, special masters of the U.S. Court of Federal Claims rejected the three cases brought on the theory that a combination of MMR and thimerosal-containing vaccines
caused petitioners’ conditions. After these rulings were affirmed by the U.S. Court of Federal Claims, two of them were appealed by petitioners to the U.S. Court of Appeals for the Federal
Circuit. In 2010, the Federal Circuit affirmed the decisions of the special masters in both of these cases.

« In March 2010, special masters of the U.S. Court of Federal Claims rejected the three additional test cases brought on the theory that thimerosal-containing vaccines alone caused
petitioners’ conditions. Petitioners did not seek review by the U.S. Court of Federal Claims of the decisions of the special masters in these latter three test cases, and judgments were
entered dismissing the cases in April 2010.

« Petitioners in each of the six test cases have filed an election to bring a civil action.

Pristiq

In late 2007 and early 2008, the following actions were filed in various federal courts: (i) a purported class action alleging that Wyeth and certain former officers of Wyeth violated federal
securities laws by misrepresenting the safety of Pristiq during the period before the FDA's issuance in July 2007 of an “approvable letter” for Pristiq for the treatment of vasomotor symptoms,
which allegedly caused a decline in the price of Wyeth stock; (ii) a shareholder derivative action alleging that certain former officers of Wyeth and certain former directors of Wyeth, two of
whom are now directors of Pfizer, breached fiduciary duties and violated federal securities laws by virtue of the aforementioned alleged misrepresentation; and (iii) a purported class action
against Wyeth, the Wyeth Savings Plan Committee, the Wyeth Savings Plan-Puerto Rico Committee, the Wyeth Retirement Committee and certain former Wyeth officers and committee
members alleging that they violated certain provisions of ERISA by maintaining Wyeth stock as an investment alternative under certain Wyeth plans notwithstanding their alleged knowledge of
the aforementioned alleged misrepresentation.

The U.S. District Court for the Southern District of New York dismissed the ERISA action and denied the plaintiff's motion to amend the complaint in March and August 2010, respectively. In
September 2010, the plaintiff appealed both of those rulings to the U.S. Court of Appeals for the Second Circuit. In November 2010, the plaintiff withdrew the appeal, but reserved the right to
reinstate the appeal by June 2011. In addition, in January 2011, the shareholder derivative action was voluntarily dismissed by the plaintiff. The purported securities class action remains
pending.

C. Commercial and Other Matters

Acquisition of Wyeth

In 2009, a number of retail pharmacies in California brought an action against Pfizer and Wyeth in the U.S. District Court for the Northern District of California. The plaintiffs allege, among other
things, that our acquisition of Wyeth violates various federal antitrust laws by creating a monopoly in the manufacture, distribution and sale of prescription drugs in the U.S. In April 2010, the
court granted our motion to dismiss the second amended complaint, and the plaintiffs filed a notice of appeal to the U.S. Court of Appeals for the Ninth Circuit.

Acquisition of King Pharmaceuticals, Inc.

In October 2010, several purported class action complaints were filed in federal and state court in Tennessee by shareholders of King Pharmaceuticals, Inc. (King) challenging Pfizer's
acquisition of King. King and the individuals who served as the members of King's Board of Directors at the time of the execution of the merger agreement (the King Director Defendants) are
named as defendants in all of these actions; Pfizer and Parker Tennessee Corp., a subsidiary of Pfizer, also are named as defendants in most of these actions. The plaintiffs generally allege
that (i) the King Director Defendants breached their fiduciary duties to King and its shareholders by authorizing the sale of King to Pfizer for what plaintiffs deem inadequate consideration, and
(i) King and, in the actions in which they are named as defendants, Pfizer and Parker Tennessee Corp. breached and/or aided and abetted the other defendants' alleged breaches of fiduciary
duties. The complaint filed in federal court also alleges that King's Schedule 14D-9 recommendation statement for the tender offer contains false statements and omissions of material fact in
violation of Sections 14(d)(4) and 14(e) of the Securities Exchange Act of 1934. The plaintiffs in all of these actions seek damages and rescission the transaction. In November 2010, all of the
actions filed in state court were consolidated in the Chancery Court for Sullivan County, Tennessee Second Judicial District, at Bristol. The parties to the consolidated state court action have
reached an agreement in principle to resolve that action as a result of certain disclosures regarding the transaction made by King in its amended Schedule 14D-9 recommendation statement
for the tender offer dated January 21, 2011. The proposed settlement is subject to, among other things, court approval.

Average Wholesale Price Litigation

A number of states as well as most counties in New York have sued Pharmacia, Pfizer and other pharmaceutical manufacturers alleging that they provided average wholesale price (AWP)
information for certain of their products that was higher than the actual prices at which those products were sold. The AWP is used to determine reimbursement levels under Medicare Part B
and Medicaid and in many private-sector insurance policies and medical plans. The plaintiffs claim that the alleged spread between the AWPs at
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which purchasers were reimbursed and the actual sale prices was promoted by the defendants as an incentive to purchase certain of their products. In addition to suing on their own behalf,
many of the plaintiff states seek to recover on behalf of individual Medicare Part B co-payers and private-sector insurance companies and medical plans in their states. These various actions
generally assert fraud claims as well as claims under state deceptive trade practice laws, and seek monetary and other relief, including civil penalties and treble damages. Several of the suits
also allege that Pharmacia and/or Pfizer did not report to the states their best price for certain products under the Medicaid program.

In addition, Pharmacia, Pfizer and other pharmaceutical manufacturers are defendants in a number of purported class action suits in various federal and state courts brought by employee
benefit plans and other third-party payers that assert claims similar to those in the state and county actions. These suits allege, among other things, fraud, unfair competition and unfair trade
practices and seek monetary and other relief, including civil penalties and treble damages.

All of these state, county and purported class action suits were transferred for consolidated pre-trial proceedings to a Multi-District Litigation ( In re Pharmaceutical Industry Average Wholesale
Price Litigation MDL-1456 ) in the U.S. District Court for the District of Massachusetts. Certain of the state and private suits have been remanded to their respective state courts. In 2006, the
claims against Pfizer in the Multi-District Litigation were dismissed with prejudice; the claims against Pharmacia are still pending.

In 2008, the court in the Multi-District Litigation granted preliminary approval with respect to the fairness of a proposed settlement of the claims against 11 defendants, including Pharmacia, for
a total of $125 million. It is expected that the court will consider final approval of the settlement later this year. If the settlement is approved, Pharmacia’s contribution would not be material.

In addition, Wyeth is a defendant in AWP actions brought by certain states, which are not included in the Multi-District Litigation, as well as AWP actions brought by most counties in New York,
almost all of which are included in the Multi-District Litigation. Wyeth also is a defendant in a purported class action in state court in New Jersey brought by two union health and welfare plans
on behalf of a putative class consisting of third-party payers, certain consumers and Medicare beneficiaries. These actions against Wyeth would not be included in the proposed settlement
referred to in the previous paragraph.

Monsanto-Related Matters

In 1997, Monsanto Company (Former Monsanto) contributed certain chemical manufacturing operations and facilities to a newly formed corporation, Solutia Inc. (Solutia), and spun off the
shares of Solutia. In 2000, Former Monsanto merged with Pharmacia & Upjohn Company to form Pharmacia Corporation (Pharmacia). Pharmacia then transferred its agricultural operations to
a newly created subsidiary, named Monsanto Company (New Monsanto), which it spun off in a two-stage process that was completed in 2002. Pharmacia was acquired by Pfizer in 2003 and
is now a wholly owned subsidiary of Pfizer.

In connection with its spin-off that was completed in 2002, New Monsanto assumed, and agreed to indemnify Pharmacia for, any liabilities related to Pharmacia’s former agricultural business.
New Monsanto is defending and indemnifying Pharmacia for various claims and litigation arising out of, or related to, the agricultural business.

In connection with its spin-off in 1997, Solutia assumed, and agreed to indemnify Pharmacia for, liabilities related to Former Monsanto's chemical businesses. As the result of its reorganization
under Chapter 11 of the U.S. Bankruptcy Code, Solutia’s indemnification obligations related to Former Monsanto’s chemical businesses are limited to sites that Solutia has owned or operated.
In addition, in connection with its spinoff that was completed in 2002, New Monsanto assumed, and agreed to indemnify Pharmacia for, any liabilities primarily related to Former Monsanto's
chemical businesses, including, but not limited to, any such liabilities that Solutia assumed. Solutia's and New Monsanto's assumption of and agreement to indemnify Pharmacia for these
liabilities apply to pending actions and any future actions related to Former Monsanto's chemical businesses in which Pharmacia is named as a defendant, including, without limitation, actions
asserting environmental claims, including alleged exposure to polychlorinated biphenyls.

Pharmacia Cash Balance Pension Plan

In 2006, several current and former employees of Pharmacia Corporation filed a purported class action in the U.S. District Court for the Southern District of lllinois against the Pharmacia Cash
Balance Pension Plan (the Plan), Pharmacia Corporation, Pharmacia & Upjohn Company and Pfizer Inc. Plaintiffs seek monetary and injunctive relief on behalf of a class consisting of certain
current and former participants in the Plan who accrued a benefit in the Monsanto Company Pension Plan prior to its conversion to a cash balance plan in 1997. In 2002, after various
corporate reorganizations, certain of the assets and liabilities of the Monsanto Company Pension Plan were transferred to the Plan. Plaintiffs claim that the Plan violates the age-discrimination
provisions of ERISA by providing certain credits to such participants only to age 55. This action has been consolidated in the U.S. District Court for the Southern District of lllinois (Walker, et
al., v. The Monsanto Company Pension Plan et al. ) with purported class actions pending in that court that make largely similar claims against substantially similar cash balance plans
sponsored by Monsanto Company and Solutia Inc., each of which was spun off by Pharmacia Corporation or a predecessor of Pharmacia Corporation. In 2008, at the request of the parties,
the court issued an order permitting the case to proceed as a class action. In June 2009, the court granted our motion for summary judgment and dismissed the claims against the Plan, Pfizer
Inc. and the two Pfizer subsidiaries. In October 2009, the plaintiffs filed a notice of appeal to the U.S. Court of Appeals for the Seventh Circuit. In July 2010, the Seventh Circuit affirmed the
District Court’s dismissal of the claims against the Plan, Pfizer Inc. and the two Pfizer subsidiaries. In December 2010, the plaintiffs filed a petition for certiorari with the U.S. Supreme Court
seeking reversal of the Seventh Circuit’s decision.

Trade Secrets Action in California

In 2004, Ischemia Research and Education Foundation (IREF) and its chief executive officer brought an action in California Superior Court, Santa Clara County, against a former IREF
employee and Pfizer. Plaintiffs allege that defendants conspired to misappropriate certain information from IREF'’s allegedly proprietary database in order to assist Pfizer in designing and
executing a clinical study of a Pfizer drug. In 2008, the jury returned a verdict for compensatory damages of approximately $38.7 million. In March 2009, the court awarded prejudgment
interest, but declined to award punitive damages. In July 2009, the court granted our motion for a new trial and vacated the jury verdict.
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Trimegestone

Aventis filed a breach of contract action against Wyeth in the Commercial Court of Nanterre in France arising out of the December 2003 termination by Wyeth of an October 2000 agreement
between Wyeth and Aventis relating to the development of hormone-therapy drugs utilizing Aventis’s trimegestone (TMG) progestin. Aventis alleges that the termination was improper and
seeks monetary damages. In 2009, a three-judge tribunal rendered its decision in favor of Wyeth. In May 2010, the Versailles Court of Appeals reversed the Commercial Court’s decision and
appointed experts to hear evidence and make a recommendation to the Court of Appeals concerning damages. In August 2010, Wyeth filed a notice of appeal of the Court of Appeals’ decision
with the Supreme Court of France. Notwithstanding the appeal, the damage proceeding by the experts appointed by the Court of Appeals is continuing.

Environmental Matters
* Remediation Matters

In 2009, we submitted to the U.S. Environmental Protection Agency (EPA) a corrective measures study report with regard to Pharmacia Corporation's discontinued industrial chemical facility in
North Haven, Connecticut and a revised site-wide feasibility study with regard to Wyeth'’s discontinued industrial chemical facility in Bound Brook, New Jersey. In September 2010, our
corrective measures study report with regard to the North Haven facility was approved by the EPA.

We are a party to a number of other proceedings brought under the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended (CERCLA or Superfund),
and other state, local or foreign laws in which the primary relief sought is the cost of past and/or future remediation.

*  MPA Matter

In 2006, the Irish Director of Public Prosecutions (DPP) served Wyeth's subsidiary, Wyeth Medica Ireland (WMI), with criminal summonses charging it with violations of the Ireland Waste
Management Act and WMI’s Integrated Pollution Prevention and Control License in connection with five shipments from WMI's Newbridge, Ireland facility of sugar waste water allegedly
contaminated with medroxyprogesterone acetate (MPA). In June 2010, WMI entered into a plea agreement with the DPP concerning four deviations from waste-management requirements
between September 2000 and November 2001. In October 2010, WMI agreed to pay 70,000 euros to the DPP toward the cost of the prosecution of this matter and was ordered to pay a fine of
40,000 euros. In November 2010, the DPP filed a notice of appeal seeking review of the amount of the fine. On January 31, 2011, the DPP withdrew its appeal in exchange for the payment by
WNMI of 150,000 euros to cover the Ireland Environmental Protection Agency’s costs to investigate this matter.

D. Government Investigations

Like other pharmaceutical companies, we are subject to extensive regulation by national, state and local government agencies in the U.S. and in the other countries in which we operate. As a
result, we have interactions with government agencies on an ongoing basis. Among the investigations by government agencies are those discussed below. It is possible that criminal charges
and substantial fines and/or civil penalties could result from government investigations, including but not limited to those discussed below.

The Company has voluntarily provided the U.S. Department of Justice (DOJ) and the U.S. Securities and Exchange Commission (SEC) with information concerning potentially improper
payments made by Pfizer and by Wyeth in connection with certain sales activities outside the U.S. We are in discussions with the DOJ and SEC regarding a resolution of these matters. In
addition, certain potentially improper payments and other matters are the subject of investigations by government authorities in certain foreign countries, including a civil and criminal
investigation in Germany with respect to certain tax matters relating to a wholly owned subsidiary of Pfizer.

The DOJ is conducting civil and criminal investigations regarding Wyeth’s promotional practices with respect to Protonix and its practices relating to the pricing for Protonix for Medicaid rebate
purposes. In connection with the pricing investigation, in 2009, the DOJ filed a civil complaint in intervention in two qui tam actions that had been filed under seal in the U.S. District Court for
the District of Massachusetts. The complaint alleges that Wyeth’s practices relating to the pricing for Protonix for Medicaid rebate purposes between 2001 and 2006 violated the Federal Civil
False Claims Act and federal common law. The two qui tam actions have been unsealed and the complaints include substantially similar allegations. In addition, in 2009, several states and the
District of Columbia filed a complaint under the same docket number asserting violations of various state laws based on allegations substantially similar to those set forth in the civil complaint
filed by the DOJ. We are exploring with the DOJ various ways to resolve its civil and criminal investigations relating to Protonix.

The U.S. Attorney’s Office for the Western District of Oklahoma is conducting a civil and criminal investigation with respect to Wyeth’s promotional practices relating to Rapamune. In addition,
in October 2010, the federal government was permitted to intervene in a qui tam action, which alleges off-label promotion of Rapamune, that was pending in the U.S. District Court for the
Eastern District of Pennsylvania. In December 2010, the qui tam action was transferred to the Western District of Oklahoma, where it was consolidated with the proceedings underway there.

We have received civil investigative demands and informal inquiries from the consumer protection divisions of several states seeking information and documents concerning the promotion of

Lyrica and Zyvox. These requests appear to relate to the same past promotional practices concerning these products that were the subject of previously reported settlements in September
2009 with the DOJ and the Medicaid fraud control units of various states.
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E. Guarantees and Indemnifications

In the ordinary course of business and in connection with the sale of assets and businesses, we often indemnify our counterparties against certain liabilities that may arise in connection with
the transaction or related to activities prior to the transaction. These indemnifications typically pertain to environmental, tax, employee and/or product-related matters and patent-infringement
claims. If the indemnified party were to make a successful claim pursuant to the terms of the indemnification, we would be required to reimburse the loss. These indemnifications are generally
subject to threshold amounts, specified claim periods and other restrictions and limitations. Historically, we have not paid significant amounts under these provisions and, as of December 31,
2010, recorded amounts for the estimated fair value of these indemnifications were not significant.

20. Segment, Geographic and Revenue Information

Business Segments
Effective with the acquisition of Wyeth, we operate in the following two distinct commercial organizations, which constitute our two business segments:

« Biopharmaceutical consists of the Primary Care, Specialty Care, Oncology, Established Products and Emerging Markets units and includes products that prevent and treat cardiovascular
and metabolic diseases, central nervous system disorders, arthritis and pain, infectious and respiratory diseases, urogenital conditions, cancer, eye diseases and endocrine disorders,
among others. Biopharmaceutical’'s segment profit includes costs related to research and development, manufacturing, and sales and marketing activities that are associated with the
products in our Biopharmaceutical segment.

« Diversified includes Animal Health products and services that prevent and treat diseases in livestock and companion animals, including vaccines, parasiticides and anti-infectives;
Consumer Healthcare products that include over-the-counter healthcare products such as pain management therapies (analgesics and heat wraps), cough/cold/allergy remedies, dietary
supplements, hemorrhoidal care and personal care items; Nutrition products that consist mainly of infant and toddler nutritional products; and Capsugel, which represents our capsule
products and services business. Diversified’s segment profit includes costs related to research and development, manufacturing, and sales and marketing activities that are associated with
the products in our Diversified segment.

Segment profit/(loss) is measured based on income from continuing operations before provision for taxes on income and income attributable to noncontrolling interests. Certain costs, such as
significant impacts of purchase accounting for acquisitions, restructuring and acquisition-related costs, costs related to our cost-reduction initiatives and certain asset impairment charges are
included in Corporate/Other only. This methodology is utilized by management to evaluate our businesses. We regularly review our segments and the approach used by management to
evaluate performance and allocate resources.

Each segment offers different products requiring different marketing and distribution strategies. We sell our products primarily to customers in the wholesale sector. In 2010, sales to our three
largest U.S. wholesaler customers represented approximately 14%, 10% and 9% of total revenues and, collectively, represented approximately 17% of accounts receivable as of December 31,
2010. These sales and related accounts receivable were concentrated in the Biopharmaceutical segment. In 2009, sales to our three largest U.S. wholesaler customers represented
approximately 17%, 11% and 10% of total revenues and, collectively, represented approximately 13% of accounts receivable as of December 31, 2009.

Revenues exceeded $500 million in each of 18 countries outside the U.S. in 2010, in each of 13 countries outside the U.S. in 2009 and in each of 14 countries outside the U.S. in 2008. The
U.S. was the only country to contribute more than 10% of total revenues in each year.

Segment Revenues and Profit
Segment revenues and profit are as follows:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2010@ 2009(@) 2008
Revenues
Biopharmaceutical $ 58,523 $ 45,448 $ 44,174
Diversified 8,966 4,189 3,592
Corporate/Other (®) 320 372 530
Total revenues $ 67,809 $ 50,009 $ 48,296
Segment profit/(loss) (©)
Biopharmaceutical $ 28,981 $ 21,939 $ 21,786
Diversified 2,042 935 972
Corporate/Other (). (d) (21,601) (12,047) (13,064)
Total profit/(loss) $ 9,422 $ 10,827 $ 9,694

®includes revenues and profit/(loss) from legacy Wyeth operations for a full year in 2010. 2009 includes revenues and profit/(loss) from legacy Wyeth operations commencing on the Wyeth
acquisition date, October 15, 2009, in accordance with Pfizer's domestic and international year-ends.

(b)Corporate/Other includes, among other things, Pfizer CentreSource, which includes contract manufacturing and bulk pharmaceutical chemical sales. Corporate/Other under Segment profit/
(loss) also includes, among other things, interest income/(expense), corporate administration expenses, certain performance-based and all share-based compensation expenses, significant
impacts of purchase accounting for acquisitions, all acquisition-related costs, substantially all restructurings, significant asset impairments and litigation charges.
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(C)Segment profit/(loss) equals Income from continuing operations before provision for taxes on income. Certain costs are included in Corporate/Other only (see note (b) above). This
methodology is utilized by management to evaluate our businesses.

(Dn 2010, Corporate/Other includes: (i) significant impacts of purchase accounting for acquisitions of $8.3 billion, including intangible asset amortization and charges related to fair value
adjustments of inventory acquired as part of our acquisition of Wyeth and sold during the period; (ii) restructuring and acquisition-related costs of $4.0 billion, related to our acquisition of
Wyeth; (iii) intangible asset impairments of $2.1 billion primarily related to certain intangible assets acquired as part of our acquisition of Wyeth and to one of our products, Thelin (see Note
3B. Other Significant Transactions and Events: Asset Impairment Charges) ; (iv) Wyeth-related inventory write-off of $212 million (which includes a purchase accounting fair value
adjustment of $104 million), primarily related to Biopharmaceutical inventory; (v) an additional $1.3 billion charge for asbestos litigation related to our wholly owned subsidiary Quigley
Company, Inc.; (vi) all share-based compensation expense and (vii) net interest expense of $1.4 billion.

In 2009, Corporate/Other includes: (i) significant impacts of purchase accounting for acquisitions of $3.8 billion, including intangible asset amortization and charges related to fair value
adjustments of inventory acquired as part of our acquisition of Wyeth and sold during the period; (i) restructuring and acquisition-related costs of $4.3 billion, primarily related to our
acquisition of Wyeth; (jii) all share-based compensation expense; (iv) a gain of $482 million related to ViiV (see Note 3E. Other Significant Transactions and Events: Equity-Method
Investments); (v) net interest expense of $487 million; and (vi) an impairment of $298 million associated with certain materials used in our research and development activities that were no
longer considered recoverable.

In 2008, Corporate/Other includes: (i) restructuring charges and implementation costs associated with our cost-reduction initiatives of $4.2 billion; (ii) significant impacts of purchase
accounting for acquisitions of $3.2 billion, including acquired in-process research and development, intangible asset amortization and other charges; (iii) charges of approximately $2.3 billion
related to the resolution of certain investigations concerning Bextra and various other products, as well as certain other investigations, and charges of approximately $900 million associated
with the resolution of certain litigation involving our NSAID pain medicines; (iv) all share-based compensation expense; (v) net interest income of $772 million; (vi) asset impairment charges
of $213 million; and (vii) acquisition-related costs of $49 million.

Substantially all of the restructuring charges recorded in Corporate/Other in 2010, 2009 and 2008 are associated with our Biopharmaceutical segment.
Segment Assets, Property, Plant and Equipment Addit  ions, and Depreciation and Amortization

Additional details follow:

YEAR ENDED/AS OF DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 @ 2009 @ 2008
Identifiable assets
Biopharmaceutical $ 123,560 $ 140,008 $ 60,591
Diversified 18,255 19,470 2,808
Discontinued operations/Held for sale 561 496 148
Corporate/Other (). (¢) 52,638 52,975 47,601
Total identifiable assets $ 195,014 $ 212,949 $ 111,148
Property, plant and equipment additions (@)
Biopharmaceutical $ 1,263 $ 985 $ 1,351
Diversified 160 147 265
Corporate/Other () 90 73 85
Total property, plant and equipment additions $ 1513 $ 1,205 $ 1,701
Depreciation and amortization (@
Biopharmaceutical $ 2,731 $ 1,672 $ 2,223
Diversified 183 113 108
Corporate/Other (). (€) 5,573 2,972 2,759
Total depreciation and amortization $ 8,487 $ 4757 $ 5,090

@Reflects legacy Wyeth amounts for a full year in 2010. 2009 reflects legacy Wyeth amounts commencing on the Wyeth acquisition date, October 15, 2009.
(b)CorporateIOther includes Pfizer CentreSource, which includes contract manufacturing and bulk pharmaceutical chemical sales.
®)Assets included within Corporate/Other are primarily cash and cash equivalents, short-term investments, long-term investments and loans and tax assets.
Certain production facilities are shared. Property, plant and equipment, as well as capital additions and depreciation, are allocated based on estimates of physical production.
e)CorporateIOther includes non-cash charges associated with purchase accounting related to intangible asset amortization of $5.3 billion in 2010, $2.7 billion in 2009 and $2.5 billion in 2008.
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Geographic

Revenues and long-lived assets by geographic region are as follows:

YEAR ENDED/AS OF DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 @ 2009 @) 2008
Revenues
United States ® $29,046 $21,749 $20,401
Developed Europe 16,665 12,892 13,180
Developed Rest of World (€) 10,091 8,196 7,511
Emerging Markets (d) 12,007 7,172 7,204
Consolidated $67,809 $50,009 $48,296
Long-lived assets (€)
United States © $43,665 $50,901 $17,296
Developed Europe 26,729 32,057 11,947
Developed Rest of World (¢) 1,822 1,936 516
Emerging Markets (d) 4,465 5,901 1,249
Consolidated $76,681 $90,795 $31,008

(@Reflects legacy Wyeth amounts for a full year in 2010. 2009 reflects legacy Wyeth amounts commencing on the Wyeth acquisition date, October 15, 2009.
Developed Europe region includes the following markets: Western Europe and the Scandinavian countries.
¢ Developed Rest of World region includes the following markets: Australia, Canada, Japan, New Zealand, and South Korea.
Emerging Markets region includes, but is not limited to, the following markets: Asia (excluding Japan and South Korea), Latin America, Middle East, Africa, Central and Eastern Europe,
Russia and Turkey.
e)Long—lived assets include identifiable intangible assets (excluding goodwill) and property, plant and equipment.
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Revenues by Product
Significant product revenues are as follows:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2010 2009 2008
Biopharmaceutical products:
Lipitor $10,733 $11,434 $12,401
Enbrel @). () 3,274 378 —
Lyrica 3,063 2,840 2,573
Prevnar/Prevenar 13 @) 2,416 — —
Celebrex 2,374 2,383 2,489
Viagra 1,928 1,892 1,934
Xalatan/Xalacom 1,749 1,737 1,745
Effexor (@) 1,718 520 —
Norvasc 1,506 1,973 2,244
Prevnar/Prevenar (7-valent) @) 1,253 287 —
Zyvox 1,176 1,141 1,115
Sutent 1,066 964 847
Premarin family @) 1,040 213 —
Geodon/Zeldox 1,027 1,002 1,007
Detrol/Detrol LA 1,013 1,154 1,214
Zosyn/Tazocin (@) 952 184 —
Genotropin 885 887 898
Vfend 825 798 743
Chantix/Champix 755 700 846
Protonix (@) 690 68 —
BeneFIX (@) 643 98 —
Zoloft 532 516 539
Caduet 527 548 589
Aromasin 483 483 465
Revatio 481 450 336
Pristiq @) 466 82 —
Medrol 455 457 459
Aricept (©) 417 432 482
Zithromax/Zmax 415 430 429
Cardura 413 457 499
ReFacto AF/Xyntha (@) 404 47 —
BMP2 @ 400 81 —
Rapamune @) 388 57 —
Fragmin 341 359 316
Tygacil @) 324 54 —
Alliance revenues (@ 4,084 2,925 2,251
All other () 8,307 7,417 7,753
Total Biopharmaceutical products 58,523 45,448 44,174
Diversified products:
Animal Health (&) 3,575 2,764 2,825
Consumer Healthcare (2) 2,772 494 —
Nutrition (a) 1,867 191 —
Capsugel 752 740 767
Total Diversified products 8,966 4,189 3,592
Corporate/Other 320 372 530
Total revenues $67,809 $50,009 $48,296

(a)Legacy Wyeth products. Legacy Wyeth operations are included for a full year in 2010. In accordance with Pfizer's domestic and international year-ends, 2009 includes approximately two-
and-a-half months of Wyeth'’s U.S. operations and approximately one-and-a-half months of Wyeth’s international operations in 2009.

®ouytside the U.S. and Canada.

C)Represents direct sales under license agreement with Eisai.
DEnbrel (in the U.S. and Canada) (2, Aricept, Exforge, Rebif and Spiriva.

®includes legacy Pfizer products in 2010, 2009 and 2008. Also includes legacy Wyeth products in 2010 and, as described in note (a) above, during a portion of 2009.
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21. Subsequent Events

A. Acquisition of King Pharmaceuticals, Inc.

On January 31, 2011, we completed our tender offer for all of the outstanding shares of common stock of King Pharmaceuticals, Inc. (King). Upon completion of the tender offer, we accepted
for purchase all of the shares validly tendered and not validly withdrawn at a purchase price of $14.25 per share, net to the seller in cash, without interest thereon and subject to any required
withholding taxes. As a result, we paid approximately $3.3 billion in cash for approximately 92.5% of the outstanding shares of King common stock. Also, in accordance with the terms of the
merger agreement, individuals designated by Pfizer now constitute a majority of the King Board of Directors. We intend to complete the acquisition of King through a merger on or about
February 28, 2011, without a vote of the remaining shareholders of King. As a result of the merger, each remaining share of King common stock will be converted into the right to receive
$14.25 per share, net in cash, without interest and less any required withholding taxes.

King’s principal businesses consist of a prescription pharmaceutical business focused on delivering new formulations of pain treatments designed to discourage common methods of misuse
and abuse; the Meridian auto-injector business for emergency drug delivery, which develops and manufactures the EpiPen ® ; and an animal health business that offers a variety of feed-
additive products for a wide range of species.

The assets acquired and liabilities assumed from King, the consideration paid to acquire King, and the results of King’s operations, are not reflected in our consolidated financial statements as
of and for the twelve months ended December 31, 2010. Due to the significant limitations on access to King information prior to the completion of the tender offer and the limited time since the
completion of the tender offer, the initial accounting for the business combination is incomplete at this time. As a result, we are unable to provide the amounts to be recognized for the major
classes of assets acquired and liabilities assumed, including the information required for accounts receivables, pre-acquisition contingencies and goodwill. We will include this and other related
information in our first quarter 2011 Form 10-Q.

B. New Research and Development Productivity Initia  tive

On February 1, 2011, we announced that we are continuing to closely evaluate our global research and development function and will accelerate our current strategies to improve innovation
and overall productivity by prioritizing areas with the greatest scientific and commercial promise, utilizing appropriate risk/return profiles and focusing on areas with the highest potential to
deliver value in the near term and over time. In connection with these actions:

* We estimate that we will incur pre-tax employee-termination charges in the range of approximately $800 million to $1.1 billion and other pre-tax exit and implementation charges in the
range of approximately $300 million to $500 million, all of which will result in future cash expenditures. We expect most of these charges to be incurred in 2011 and the balance to be
incurred in 2012.

* We estimate that we will incur total pre-tax impairment and additional depreciation—asset restructuring charges in the range of approximately $1.1 billion to $1.3 billion, of which
approximately $800 million to $900 million represent additional depreciation—asset restructuring charges. Most of these charges will be associated with our Sandwich, U.K. facility. We
expect most of these non-cash charges to be incurred in 2011 and the balance to be incurred in 2012.
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QUARTER

(MILLIONS OF DOLLARS, EXCEPT PER COMMON SHARE DATA) FIRST SECOND THIRD FOURTH
2010
Revenues $16,750 $ 17,327 $16,171 $ 17,561
Costs and expenses @) 12,791 12,467 14,232 15,558
Acquisition-related in-process research and development charges 74 — — 51
Restructuring charges and certain acquisition-related costs () 706 886 499 1,123
Income from continuing operations before provision for taxes on income 3,179 3,974 1,440 829
Provision/(benefit) for taxes on income (¢) 1,146 1,488 564 (2,074)
Income from continuing operations 2,033 2,486 876 2,903

Discontinued operations—net of tax 2 1) (5) (5)
Net income before allocation to noncontrolling interests 2,035 2,485 871 2,898
Less: Net income attributable to noncontrolling interests 9 10 5 8
Net income attributable to Pfizer Inc. $ 2,026 $ 2475 $ 866 $ 2,890
Earnings per common share—basic:

Income from continuing operations attributable to Pfizer Inc. common shareholders $ 0.25 $ 0.31 $ 011 $ 0.36

Discontinued operations—net of tax — — — —

Net income attributable to Pfizer Inc. common shareholders $ 0.25 $ 0.31 $ 011 $ 0.36
Earnings per common share—diluted:

Income from continuing operations attributable to Pfizer Inc. common shareholders $ 0.25 $ 0.31 $ 011 $ 0.36

Discontinued operations—net of tax — — — —

Net income attributable to Pfizer Inc. common shareholders $ 0.25 $ 0.31 $ 011 $ 0.36
Cash dividends paid per common share $ 0.18 $ 0.18 $ 0.18 0.18
Stock prices

High $ 20.36 $ 17.39 $ 17.50 $ 17.90

Low $ 16.80 $ 14.00 $ 14.14 $ 16.25

@The increase in costs and expenses in the fourth quarter of 2010, compared to the third quarter of 2010, is due to higher Cost of sales, Selling , informational and administrative expenses,
and Amortization of intangible assets, partially offset by lower charges recorded in Other deductions—net.

(®)The increase in the fourth quarter of 2010, compared to the third quarter of 2010, is due to higher integration charges and restructuring costs primarily related to our acquisition of Wyeth.

®)The fourth quarter of 2010 includes a $2.0 billion tax benefit recorded as a result of a settlement of certain tax audits covering the years 2002 — 2005.

Basic and diluted EPS are computed independently for each of the periods presented. Accordingly, the sum of the quarterly EPS amounts may not agree to the total for the year.

As of January 31, 2011, there were 232,567 holders of record of our common stock (New York Stock Exchange symbol PFE).
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QUARTER

(MILLIONS OF DOLLARS, EXCEPT PER COMMON SHARE DATA) FIRST SECOND THIRD FOURTH®)
2009
Revenues $10,867 $ 10,984 $11,621 $ 16,537
Costs and expenses 6,510 7,456 7,457 13,354
Acquisition-related in-process research and development charges — 20 — 48
Restructuring charges and certain acquisition-related costs () 554 459 193 3,131
Income from continuing operations before provision for taxes on income 3,803 3,049 3,971 4
Provision for taxes on income 1,074 786 1,092 (755)
Income from continuing operations 2,729 2,263 2,879 759

Discontinued operations—net of tax 1 3 2 8
Net income before allocation to noncontrolling interests 2,730 2,266 2,881 767
Less: Net income attributable to noncontrolling interests 1 5 3 —
Net income attributable to Pfizer Inc. $ 2,729 $ 2261 $ 2,878 $ 767
Earnings per common share—basic ©) :

Income from continuing operations attributable to Pfizer Inc. common shareholders $ 041 $ 0.34 $ 043 $ 0.10

Discontinued operations—net of tax — — — —

Net income attributable to Pfizer Inc. common shareholders $ 041 $ 0.34 $ 043 $ 0.10
Earnings per common share—diluted (©) :

Income from continuing operations attributable to Pfizer Inc. common shareholders $ 0.40 $ 0.34 $ 043 $ 0.10

Discontinued operations—net of tax — — — —

Net income attributable to Pfizer Inc. common shareholders $ 0.40 $ 0.34 $ 043 $ 0.10
Cash dividends paid per common share $ 032 $ 0.16 $ 0.16 $ 0.16
Stock prices

High $ 18.48 $ 15.60 $ 16.98 $ 18.99

Low $ 11.62 $ 12.75 $ 14.11 $ 16.07

®in accordance with our domestic and international fiscal year-ends, approximately two-and-a-half months of Wyeth's U.S. operations and approximately one-and-a-half months of Wyeth'’s
international operations are included in our consolidated financial statements for the quarter ended December 31, 2009. For additional information, see Note 2. Acquisition of Wyeth . The
increase in revenues and costs and expenses in the fourth quarter of 2009 primarily reflects the results of Wyeth's operations, as well as higher purchase accounting charges resulting from
the Wyeth acquisition.
)Restructuring charges and certain acquisition-related costs includes restructuring charges recorded in the fourth quarter of 2009 related to our acquisition of Wyeth.

®)Earnings per share in fourth-quarter 2009 was impacted by the increased number of shares outstanding in comparison with prior 2009 quarters, resulting primarily from shares issued to
partially fund the Wyeth acquisition.

Basic and diluted EPS are computed independently for each of the periods presented. Accordingly, the sum of the quarterly EPS amounts may not agree to the total for the year.
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YEAR ENDED/AS OF DECEMBER 31,

(MILLIONS, EXCEPT PER COMMON SHARE DATA) 2010 @ 2009 @ 2008 2007 2006
Revenues $ 67,809 $ 50,009 $ 48,296 $ 48,418 $ 48,371
Research and development expenses () 9,413 7,845 7,945 8,089 7,599
Other costs and expenses 45,635 26,932 27,349 28,234 25,586
Acquisition-related in-process research and development charges ©) 125 68 633 283 835
Restructuring charges and certain acquisition-related costs (@) 3,214 4,337 2,675 2,534 1,323
Income from continuing operations before provision for taxes on income 9,422 10,827 9,694 9,278 13,028
Provision for taxes on income 1,124 2,197 1,645 1,023 1,992
Income from continuing operations before cumulative effect of a change in accounting principles 8,298 8,630 8,049 8,255 11,036
Discontinued operations—net of tax—(loss)/income 9) 14 78 (69) 8,313
Less: Net income attributable to noncontrolling interests 32 9 23 42 12
Net income attributable to Pfizer Inc. $ 8,257 $ 8,635 $ 8,104 $ 8,144 $ 19,337
Effective tax rate—continuing operations 11.9% 20.3% 17.0% 11.0% 15.3%
Depreciation and amortization (€) $ 8,487 $ 4,757 $ 5,090 $ 5,200 $ 5,293
Property, plant and equipment additions (€) 1,513 1,205 1,701 1,880 2,050
Cash dividends paid 6,088 5,548 8,541 7,975 6,919
Working capital 31,859 24,445 16,067 25,014 25,559
Property, plant and equipment, less accumulated depreciation 19,123 22,780 13,287 15,734 16,632
Total assets 195,014 212,949 111,148 115,268 115,546
Long-term debt 38,410 43,193 7,963 7,314 5,546
Long-term capital (f) 145,323 151,478 68,662 80,134 84,993
Total Pfizer Inc. shareholders’ equity 87,813 90,014 57,556 65,010 71,358
Earnings per common share—basic:

Income from continuing operations attributable to Pfizer Inc. common shareholders $ 1.03 $ 1.23 $ 119 $ 119 $ 152

Discontinued operations—net of tax — — 0.01 (0.01) 1.15

Net income attributable to Pfizer Inc. common shareholders $ 1.03 $ 1.23 $ 1.20 $ 118 $ 267
Earnings per common share—diluted:

Income from continuing operations attributable to Pfizer Inc. common shareholders $  1.02 $ 1.23 $ 119 $ 118 $ 152

Discontinued operations—net of tax — — 0.01 (0.01) 1.14

Net income attributable to Pfizer Inc. common shareholders $  1.02 $ 1.23 $ 1.20 $ 117 $ 266
Market value per share (December 31) $ 1751 $ 18.19 $ 17.71 $ 2273 $ 25.90
Return on Pfizer Inc. shareholders’ equity 10.39% 13.42% 13.22% 11.94% 28.20%
Cash dividends paid per common share $ 072 $ 0.80 $ 1.28 $ 116 $ 096
Shareholders’ equity per common share (9) $ 10.96 $ 11.19 $ 856 $ 965 $ 10.05
Current ratio 2.11:1 1.66:1 1.59:1 2.15:1 2.16:1
Weighted-average shares used to calculate:

Basic earnings per common share amounts 8,036 7,007 6,727 6,917 7,242

Diluted earnings per common share amounts 8,074 7,045 6,750 6,939 7,274

(a)Legacy Wyeth operations are included for a full year in 2010. In accordance with Pfizer's domestic and international year-ends, includes approximately two-and-a-half months of Wyeth’s
U.S. operations and approximately one-and-a-half months of Wyeth’s international operations in 2009.
()Research and development expenses includes co-promotion charges, upfront and milestone payments for intellectual property rights of $393 million in 2010, $489 million in 2009; $377
million in 2008; $603 million in 2007; and $292 million in 2006.
(¢)2010 and 2009 amounts relate to the resolution of a contingency related to our 2008 acquisition of CovX. In 2008, 2007 and 2006, we recorded charges for the estimated portion of the
purchase price of acquisitions allocated to in-process research and development.
(d)Restructuring charges and certain acquisition-related costs primarily includes the following:

2010—Restructuring charges of $2.2 billion related to our acquisition of Wyeth and other cost-reduction initiatives.

2009—Restructuring charges of $3.0 billion related to our acquisition of Wyeth and other cost-reduction initiatives.

2008—Restructuring charges of $2.6 billion related to our cost-reduction initiatives.

2007—Restructuring charges of $2.5 billion related to our cost-reduction initiatives.

2006—Restructuring charges of $1.3 billion related to our cost-reduction initiatives.

(&) Includes discontinued operations.

Defined as long-term debt, deferred taxes and total shareholders’ equity. In 2009, increase reflects the long-term debt and deferred tax liabilities associated with the acquisition of Wyeth.

9)Represents total Pfizer Inc. shareholders’ equity divided by the actual number of common shares outstanding (which excludes treasury shares and those held by our employee benefit
trusts). The increase in 2009 was due to the issuance of equity to partially finance the Wyeth acquisition.
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Peer Group Performance Graph
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Five Year Performance
2005 2006 2007 2008 2009 2010

PFIZER 100.0 115.2 105.8 88.0 95.3 95.6
PEER GROUP 100.0 110.7 113.0 95.7 108.0 107.5
S&P 500 100.0 115.2 121.6 76.6 96.9 111.4

Notes:  Pfizer's pharmaceutical peer group consists of the following companies: Abbott Laboratories, Amgen, AstraZeneca, Bristol-Myers Squibb Company, Eli Lilly and Company,

GlaxoSmithKline, Johnson & Johnson and Merck and Co.
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Exhibit 21
SUBSIDIARIES OF THE COMPANY

The following is a list of subsidiaries of the Coamy as of December 31, 2010, omitting some sub&dgiavhich, considered in the aggregate, would not
constitute a significant subsidiary.

NAME WHERE INCORPORATED
337609 B.C. Ltd Canade
685 TALLC Delaware
A S Ruffel (Mozambique) Limitad Mozambique
A. H. Robins (Philippines) Company, Ir Philippines
A. H. Robins International Compal Nevada
A.S. Ruffel (Private) Limitec Zimbabwe
AC Acquisition Holding Compan Delaware
Agouron Pharmaceuticals, Ir California
AHP Finance Ireland Limite Ireland
AHP FSC (Barbados) Lt Barbados
AHP Holdings B.V. Netherland:
AHP Holdings Pty. Limitec Australia
AHP Manufacturing B.V Netherland:
AHP Services Japan Co., Li Japar
Alginate Industries (Ireland) Lt Ireland
American Food Industries, In Delaware
American Home Products Holdings (U.K.) Limit United Kingdom
Andean Services S./ Colombia
Argatroban Royalty Sub LL¢ Delaware
Arthur Webster (New Zealand) Pty. Limit Australia
Arthur Webster Pty. Limite: Australia
Ayersi-Wyeth Pharmaceuticals LL Delaware
Berdan Insurance Compa Vermont
BINESA 2002, S.L Spain
Biocor Animal Health Inc Delaware
Bioren, Inc. Delaware
BioRexis Pharmaceutical Corporati Delaware
Blue Whale Re Ltd Vermont
C.E. Commercial Holdings C.\ Netherland:
C.E. Commercial Investments C. Netherland:
C.P. Pharma Gydgyszerkereskedelmi Korlatolt Fed€igé Tarsasé Hungary
C.P. Pharmaceuticals International C Netherland:
Capsugel (Thailand) Co. Lt Thailand
Capsugel Belgium BVB/ Belgium
Capsugel de Mexico, S. de R.L. de C Mexico
Capsugel Franc France
Capsugel Healthcare Limite India
Capsugel Japan Inc. (K} Japar
Capsugel Ploerm France
Carlerb—Produtos Quimicos e Farmacéuticos, L Portugal

Catapult Genetics (Australia) Pty L Australia



NAME
Catapult Genetics Pty Li

Catapult Systems Limite

Charlie Papa Operations, LL

CICL Corporatior

COC | Corporatior

Coley Pharmaceutical Gmk

Coley Pharmaceutical Group, Ir

Compania Farmaceutica Upjohn, S
Consumer Health Products (Minority Interests) Conyt
Continental Farmaceutica, S

Continental Pharma, In

CovX Research LL(

Covx Technologies Ireland Limite

Cyanamid Agriculture Limite

Cyanamid de Argentina S.,

Cyanamid de Colombia, S.,

Cyanamid de Mexico, S. de R.L. de C
Cyanamid Inte-American Corporatiol
Cyanamid International Sales Corporat
Cyanamid of Great Britain Limite

Davis Medica, Sociedad Limitada, Sociedad Unipeak
Dimminaco AG

Distribuidora Mercantil Centro Americana, £
Embrex Bi-Tech Trade (Shanghai) Co., L
Embrex De Mexico S. de R.L. de C.

Embrex Europe Limite:

Embrex Poultry Health, LL(

Embrex, Inc.

Encysive (UK) Limitec

Encysive Canada In

Encysive Pharmaceuticals Ir

Encysive, L.P

EF-ET, LLC

Esperion LUV Development, In

Farminova Produtos Farmaceuticos de Inovacao,
Farmitalia Carlo Erba Limite

Farmogene Productos Farmaceuticos
FoldRx Pharmaceuticals Limite

FoldRx Pharmaceuticals, In

Fort Dodge (Hong Kong) Limite

Fort Dodge (Solv) Limite

Fort Dodge Animal Health (Pty) Lt

Fort Dodge Animal Health Limite

Fort Dodge Animal Health Philippines, Ir
Fort Dodge Animal Health, S. DE R.L. DE C.
Fort Dodge Asia Exports, In

Fort Dodge Australia Pty. Limite

Fort Dodge de Venezuela, C.

Fort Dodge Dominicana, S./

WHERE INCORPORATED
Australia
United Kingdom
New Jerse!
Delaware
Delaware
Germany
Delaware
Guatemal:
United Kingdom
Spain

Delaware
Delaware
Ireland

United Kingdom
Delaware
Delaware
Mexico
Delaware

Virgin Islands
United Kingdom
Spain
Switzerland
Delaware
Peopl¢s Republic of Chini
Mexico

United Kingdom
North Caroline
North Caroline
United Kingdom
Canads
Delaware
Delaware
Delaware
Delaware
Portugal

United Kingdom
Portugal

United Kingdom
Delaware

Hong Kong
United Kingdom
South Africa
United Kingdom
Philippines
Mexico
Delaware
Australia
Venezuele
Dominican Republic




NAME
Fort Dodge Laboratories In

Fort Dodge Laboratories Ireland Limit
Fort Dodge Manufatura Ltd.

Fort Dodge Saude Animal Ltd

Fort Dodge U.K. Limitec

Fort Dodge Veterinaria, S./

G. D. Searle & Co. Limite:

G. D. Searle International Capital LL
G. D. Searle LLC

G. D. Searle South Africa (Pty) Lt
Genetics Institute of Europe B.’
Genetics Institute, LL(

Gl Europe, Inc

Gl Japan, Inc

Godecke Gmbt

Greenstone LL(

Haptogen Limitec
ImmunoPharmaceutics, In

Industrial Santa Agape, S..

Instituto Pasteur de Lisboa Virginio Leitao Viettas Santos & Filhos S./
International Affiliated Corporation LL¢
Invicta Farma, S.A

John Wyeth & Brother Limite:
Jouveinal Holland B.V

Kenfarma, S.A

Kiinteisté oy Espoon Pellavaniementie
Kommanditbolaget Hus Grc

Korea Pharma Holding Company Limit
Laboratoires Pfizer S,

Laboratorios Ayer-Hormona S.A
Laboratorios Parke Davis, S.
Laboratorios Pfizer Ltd¢

Laboratérios Pfizer, Ld¢

Laboratorios Wyeth Inc

Laboratorios Wyeth S./£

Laboratorios Wyeth S./

Lederle S.L

Lothian Developments V SPF

LW Investments Limiter

MDP Holdings, Inc

MED Urological, Inc.

Meridica Limited

MPP Trustee Limite:

MTG Divestitures LLC

Nefox Farma, S.A

Neusentis Limitec

Nostrum Farma, S./

O.C.T. (Thailand) Ltd

Orfi-Farma S.L

WHERE INCORPORATED

lowa

Ireland

Brazil

Brazil

United Kingdom
Spain

United Kingdom
Delaware
Delaware
South Africa
Netherlands
Delaware
Delaware
Delaware
Germany
Delaware
Scotland
California
Guatemal:
Portugal
Delaware

Spain

United Kingdom
Netherland:
Spain

Finland
Sweder

Hong Kong
Morocco
Colombia
Spain

Brazil

Portugal
Delaware

Peru

Venezuele
Spain

Belgium
Bermuda
Delaware
Minnesota
United Kingdom
United Kingdom
Delaware

Spain

United Kingdom
Spain

Thailand

Spain



NAME
Paris Montrouge Il (Nederland) B.'

Parke Davis & Co. Limite

Parke Davis International Limite

Parke Davis Productos Farmaceuticos

Parke Davis Pty Limite

Parke, Davis & Company LL!

Parke-Davis Manufacturing Cory

Parke-Davis, Inc.

P-D Co., Inc.

Peak Enterprises LL

PF Asia Manufacturing Codperatief U.

PF Prism US LLC

Pfizer (China) Research and Development Co.
Pfizer (Malaysia) Sdn Bh

Pfizer (Perth) Pty Limite:

Pfizer (S.A.S.

Pfizer (Thailand) Limitec

Pfizer (Wuhan) Research and Development Co.
Pfizer AB

Pfizer Africa & Middle East for Pharmaceuticals,ifral Health & Chemicals S.A.I

Pfizer Afrique de I'Ouest

Pfizer AG

Pfizer Animal Health B.V

Pfizer Animal Health India Limite:
Pfizer Animal Health Korea Ltc

Pfizer Animal Health MA EEIC

Pfizer Animal Health S/

Pfizer ApS

Pfizer AS

Pfizer Asia Contract Operations Pte. L
Pfizer Asia Holdings B.V

Pfizer Asia Manufacturing Pte. Lt
Pfizer Asia Pacific Pte Ltc

Pfizer Atlantic Holdings S.a.r.

Pfizer Australia Holdings Pty Limite
Pfizer Australia Investments B.

Pfizer Australia Investments Pty. Li
Pfizer Australia Pty Limite

Pfizer B.V.

Pfizer BH D.o.o

Pfizer Biologics Ireland Holdings Limite
Pfizer Biotech Corporatio

Pfizer Biotechnology Irelan

Pfizer Bolivia S.A.

Pfizer Canada Inc

Pfizer Caribe Limitec

Pfizer CentreSource Asia Pacific Pte. L
Pfizer CH B.V.

WHERE INCORPORATED
Netherlands

Isle of Jerse!
Bahamas
Portugal
Australia
Michigan
Delaware
Philippines
Delaware
Delaware
Netherlands
Delaware
Peopl¢'s Republic of Chin:
Malaysia
Australia
France
Thailand
Peoplfs Republic of Chini
Sweder

Egypt

Senega
Switzerland
Netherlands
India

Korea

United Kingdom
Belgium
Denmark
Norway
Singapore
Netherlands
Singapore
Singapore
Luxembourg
Australia
Netherland:
Australia
Australia
Netherlands
Bosnia and Herzegovir
Ireland

Taiwan

Ireland

Bolivia

Canads
Guernsey
Singapore
Netherlands




NAME
Pfizer Chile S.A

Pfizer Cia. Ltda

Pfizer Commercial Holdings Cobperatief U.
Pfizer Consumer Healthcare Gml|
Pfizer Consumer Healthcare L
Pfizer Continental Holdings SAR
Pfizer Continental Services LL
Pfizer Convention Il LLC

Pfizer Convention IV LLC

Pfizer C-Promotions Limitec

Pfizer Cork Limited

Pfizer Corporatior

Pfizer Corporation Austria Gesellschaft m.b
Pfizer Corporation Hong Kong Limite
Pfizer Croatia d.o.c

Pfizer Deutschland Gmb

Pfizer Distribution Compan

Pfizer Domestic Ventures Limite
Pfizer Dominicana, S.A

Pfizer Eastern Investments B.

Pfizer Egypt S.A.E

Pfizer Enterprises Int

Pfizer Enterprises SAR

Pfizer ESP Pty Lt

Pfizer Europe Holdings SAR

Pfizer Europe MA EEIC

Pfizer Europe Services LL

Pfizer European Service Center BV
Pfizer Export AB

Pfizer Export Compan

Pfizer Finance GmbH & Co. K
Pfizer Finance Holding S.r.

Pfizer Finance Italy S.r.

Pfizer Finance Share Service (Dalian) Co., |
Pfizer Finance Verwaltungs Gmk
Pfizer Financial Services N.V./S.,
Pfizer France Investment Holdin
Pfizer Free Zone Panama, S

Pfizer Global Holdings B.V

Pfizer Global Investments SAR
Pfizer Global Suppl

Pfizer Global Tradin(

Pfizer GmbH

Pfizer Group Limitec

Pfizer Gulf Fz-LLC

Pfizer H.C.P. Corporatio

Pfizer Health AB

Pfizer Health Solutions Int

Pfizer Healthcare Consultant (Shanghai) Co.,

WHERE INCORPORATED
Chile

Ecuadot
Netherland:
Germany

United Kingdom
Luxembourg
Delaware

Delaware

Delaware

Isle of Jerse!
Ireland

Panamz

Austria

Hong Kong

Croatia

Germany

Ireland

Isle of Jerse!
Dominican Republic
Netherland:

Egypt

Delaware
Luxembourg
Australia
Luxembourg
United Kingdom
Delaware

Belgium

Sweder

Ireland

Germany

Italy

Italy

Peopl¢s Republic of Chini
Germany

Belgium

France

Panamz
Netherland:
Luxembourg
Ireland

Ireland

Germany

United Kingdom
United Arab Emirate
New York

Sweder

Delaware

Peopl¢'s Republic of Chin:




NAME
Pfizer Healthcare Irelan

Pfizer Hellas, A.E

Pfizer HK Service Company Limite
Pfizer Holding France (S.C.A
Pfizer Holding Italy S.p.A

Pfizer Holding Venture

Pfizer Holdings Bermuda Lt
Pfizer Holdings Europ

Pfizer Holdings International Luxembourg (PHIL) B

Pfizer Holdings K.K.

Pfizer Holdings Luxembourg SAR
Pfizer Holdings Mexico, S. de R.L. de C.
Pfizer Holdings Netherlands B.
Pfizer Holdings Turkey Limite:

Pfizer Hungary Asset Management LI
Pfizer llaclari Limited Sirket

Pfizer International Bank Eurof
Pfizer International Corporatic

Pfizer International Holding

Pfizer International Investments Li
Pfizer International LLC

Pfizer International Luxembourg £
Pfizer International Operations (S. A.
Pfizer International Swede

Pfizer International Trading (Shanghai) Limit
Pfizer Investment Capit:

Pfizer Investment Co. Ltc

Pfizer Investment Holdings S.a.i
Pfizer Investments Netherlands B
Pfizer Ireland Investments Limite
Pfizer Ireland Pharmaceutice

Pfizer Ireland Pharmaceutice

Pfizer Ireland Venture

Pfizer Italia S.r.|

Pfizer Japan Inc

Pfizer Jersey Capital Limite

Pfizer Jersey Company Limite

Pfizer Jersey Finance Limite

Pfizer Laboratories (Pty) Limite
Pfizer Laboratories Limite

Pfizer Limitada

Pfizer Limited

Pfizer Limited

Pfizer Limited

Pfizer Limited

Pfizer Limited

Pfizer Limited

Pfizer LLC

Pfizer LLC

WHERE INCORPORATED
Ireland
Greece
Hong Kong
France

Italy

Ireland
Bermuda
Ireland
Luxembourg
Japar
Luxembourg
Mexico
Netherlands
Isle of Jerse!
Hungary
Turkey
Ireland
Panam:e
Ireland
Bermuda
New York
Luxembourg
France
Sweder
Peopl¢s Republic of Chin:
Ireland
Peopl¢s Republic of Chin:
Luxembourg
Netherlands
Ireland
Ireland
Ireland
Ireland

Italy

Japar

Isle of Jerse!
Isle of Jerse!
Isle of Jerse!
South Africa
Kenya
Angola
India
Taiwan
Tanzanie
Thailand
Uganda
United Kingdom
Delaware
Russiz




NAME
Pfizer Luxco Holdings Sa

Pfizer Luxembourg SARI

Pfizer Manufacturing Belgium N.\

Pfizer Manufacturing Deutschland Gml
Pfizer Manufacturing Holdings Codperatief U,
Pfizer Manufacturing Holdings LLt¢

Pfizer Manufacturing Irelan

Pfizer Manufacturing LLC

Pfizer Manufacturing Service

Pfizer Medical Technology Group (Belgium) N.
Pfizer Mexico, S.A. de C.\

Pfizer Middle East for Pharmaceuticals, Animal Healind Chemicals S.A.|
Pfizer Namibia (Proprietary) Limite

Pfizer Netherlands B.\

Pfizer New Zealand Limite

Pfizer OTC B.V.

Pfizer Overseas LLt

Pfizer Oy

Pfizer Pacific Cotperatief U./

Pfizer Pakistan Limite:

Pfizer Parke Davis (Thailand) Lt

Pfizer Pension Trustees (Ireland) Limi

Pfizer PGM (S.A.S.

Pfizer PGRD (S.A.S.

Pfizer Pharm Algerit

Pfizer Pharma Gmbl

Pfizer Pharma Holdings Cooperatief U

Pfizer Pharma Trade LL

Pfizer Pharmaceutical (Wuxi) Co., L

Pfizer Pharmaceutical India Pvt. L

Pfizer Pharmaceutical Trading Limited Liability Cpany (a/k/a Pfizer Kft. or Pfizer LLC
Pfizer Pharmaceuticals B.'

Pfizer Pharmaceuticals Global Codperatief L
Pfizer Pharmaceuticals Israel L

Pfizer Pharmaceuticals Korea Limit

Pfizer Pharmaceuticals Limite

Pfizer Pharmaceuticals LL

Pfizer Pharmaceuticals Lt

Pfizer Pharmaceuticals Tunisie S

Pfizer PHF

Pfizer Pigments Inc

Pfizer Polska Sp. z.o.

Pfizer Precision Holdings SAR

Pfizer Pre—Sociedade de Previdencia Priv
Pfizer Private Limitec

Pfizer Private Ltd

Pfizer Production LLC

WHERE INCORPORATED
Luxembourg
Luxembourg
Belgium
Germany
Netherlands
Delaware
Ireland
Delaware
Ireland
Belgium
Mexico
Egypt
Namibia
Netherlands
New Zealanc
Netherlands
Delaware
Finland
Netherlands
Pakistar
Thailand
Ireland
France
France
Algeria
Germany
Netherlands
Egypt
Peopl¢'s Republic of Chin:
India
Hungary
Netherland:
Netherlands
Israel

Korea
Cayman Island
Delaware
Peoplfs Republic of Chini
Tunisia
Ireland
Delaware
Poland
Luxembourg
Brazil
Malaysia
Singapore
Delaware




NAME
Pfizer Products Inc

Pfizer Products India Private Limite
Pfizer Romania SR

Pfizer S.A.

Pfizer S.A.

Pfizer S.G.P.S. Ld:

Pfizer S.R.L.

Pfizer SA (Belgium'

Pfizer Saidal Manufacturin

Pfizer Santé Familiale SA

Pfizer Science and Technology Ireland Limi
Pfizer Searle Investment Limite

Pfizer Service Company BVB.

Pfizer Service Company Irelal

Pfizer Services 1 (S.N.C

Pfizer Services 3 (SNC

Pfizer Services 4 (SNC

Pfizer Services LL(C

Pfizer Shared Service

Pfizer Shareholdings Intermediate SA
Pfizer Singapore Trading Pte. L

Pfizer Spain Holdings Codperatief U.
Pfizer Specialities Ghar

Pfizer Specialties Limite

Pfizer Sterling Investments Limite

Pfizer Strategic Investment Company Limi
Pfizer Suzhou Animal Health Products Co., L
Pfizer Suzhou Pharmaceutical Co., L
Pfizer Trading Polska sp.z.o

Pfizer Transactions Irelar

Pfizer Transactions LL(

Pfizer Transactions Luxembourg SAI
Pfizer Tunisie SA

Pfizer UK Group Limitec

Pfizer Vaccines LLC

Pfizer Venezuela, S./

Pfizer Warner Lambert Luxembourg SAI
Pfizer Zona Franca, S.;

Pfizer, Inc.

Pfizer, S.A.

Pfizer, S.A. de C.V

Pfizer, S.L.

Pfizer, spol. sr.c

Pharmacia & Upjohn Cambridge Limits
Pharmacia & Upjohn Company LL
Pharmacia & Upjohn Company, Ir
Pharmacia & Upjohn LL(

Pharmacia & Upjohn Trading Corporati
Pharmacia & Upjohn, S.A. de C.

WHERE INCORPORATED
Connecticu
India

Romania
Colombia

Peru

Portugal
Argentina
Belgium
Algeria

France

Ireland

Isle of Jerse!
Belgium

Ireland

France

France

France
Delaware
Ireland
Luxembourg
Singapore
Netherland:
Ghang

Nigeria

Isle of Jerse!
Isle of Jerse!
Peopl¢s Republic of Chin:
Peopl¢s Republic of Chini
Poland

Ireland
Delaware
Luxembourg
Tunisia

United Kingdom
Delaware
Venezuele
Luxembourg
Costa Rice
Philippines
Costa Rice
Mexico

Spain

Czech Republis
United Kingdom
Delaware
Delaware
Delaware
Michigan
Mexico




NAME
Pharmacia (South Africa) (Pty) L
Pharmacia Africa Ltd
Pharmacia Animal Health Limite
Pharmacia Asia Limite
Pharmacia B.V

Pharmacia Brasil Ltd¢
Pharmacia Corporatic
Pharmacia de Centroamerica S
Pharmacia Gmbt

Pharmacia Grupo Pfizer, S.
Pharmacia Hepar In

Pharmacia Holding Al
Pharmacia Int-American LLC
Pharmacia International B.
Pharmacia International In
Pharmacia Irelan

Pharmacia Korea Lt
Pharmacia Laboratories Limit¢
Pharmacia Limitet

Pharmacia Limited Compar
Pharmacia Little Island Limite
Pharmacia Malaysia Sdn Bl
Pharmacia Searle Limite
Pharmacia UK Limitec

PHIVCO Corp.

PHIVCO Jersey (Holdco) Limite
PHIVCO Luxembourg SARI
PowderJect Research Limit
PowderJect Vaccines, In
PowderMed Limitec
PowderMed, Inc

Preve Oy

ProRe SA

Prosec (Ireland) Limite

Prosec Forsakrings AB (Prosec Insurance Co.

PT. Capsugel Indones
PT. Fort Dodge Indones
PT. Pfizer Indonesi

PT. Wyeth Indonesi
PZR Ltd.

PZR Property Limitec
Quigley Company, Inc
Renrall LLC

Rinat Neuroscience Cor
Rivepar

RMV Produtos Veterinarios Ltd

Roerig Produtos Farmaceuticos, L

Roerig S.A.
Roerig, S.A.

WHERE INCORPORATED

South Africa
United Kingdom
United Kingdom
Hong Kong
Netherland:
Brazil

Delaware
Paname
Germany

Spain

Delaware
Sweder
Michigan
Netherlands
South Dakot:
Ireland

Korea

United Kingdom
United Kingdom
Michigan
Ireland
Malaysia
United Kingdom
United Kingdom
Delaware

Isle of Jerse!
Luxembourg
United Kingdom
Delaware
United Kingdom
Delaware
Finland
Luxembourg
Ireland

Sweder
Indonesic
Indonesie
Indonesie
Indonesic
United Kingdom
United Kingdom
New York
Wyoming
Delaware
France

Brazil

Portugal

Chile
Venezuele



NAME
Route 24 Holdings, Inc

Salsbury Chemicals Lt

Sao Cristovao Participacoes Lt

Searle & Co

Searle Laboratorios, Ld

Searle LLC

Searle Ltd

Serenex, Inc

Servicios Corporativos FDAH, S. de R.L. de C
Shanghai Wyeth Nutritional Company Limit
Shiley Internationa

Shiley LLC

Sinergis Farm-Produtos Farmaceuticos, L¢
Site Realty, Inc

Solinor LLC

Sugen, Inc

Suzhou Capsugel Lt

Synbiotics Corporatio

Synbiotics Europe S.A.¢

Tabor Corporatiol

The Pfizer Incubator LL(

The Upjohn Holding Company M LL!

The Upjohn Manufacturing Company LL
Thiakis Limited

Thorney Compan

Trans-Europe Assurance Limite
Trans-Europe Holdings Inc

Upjohn International Holding Compal
Upjohn Laboratorios Lde

Upjohn Pharmaceuticals Limite

Vermont Whey Compan

Viagra Ltd

Vicuron Holdings LLC

Vicuron Pharmaceuticals Italy S.i

Vinci Farma, S.A

Warner Lambert (UK) Limite

Warner Lambert Company (M) Sdn B
Warner Lambert del Uruguay S.

Warner Lambert llac Sanayi ve Ticaret Limited Sirl

Warner Lambert Poland Sp.z.o

Warner Lambert Zimbabwe (Private) Limit
Warne-Lambert (East Africa) Limite
Warne-Lambert (Nigeria) Limitec
Warne-Lambert (Tanzania), Limite
Warne-Lambert (Thailand) Limite:
Warne-Lambert Company A(

Warne-Lambert Company LL(
Warne-Lambert de El Salvador, S.A. de C.
Warne-Lambert de Honduras, Sociedad Anoni

WHERE INCORPORATED
Delaware
United Kingdom
Brazil

Delaware
Portugal
Nevada
Bermuda
Delaware
Mexico

Peoplfs Republic of Chini
California
California
Portugal
Delaware
Delaware
Delaware
Peopl¢'s Republic of Chin:
California
France
Delaware
Delaware
Delaware
Delaware
United Kingdom
Ireland

Ireland
Delaware
Delaware
Portugal
Delaware
Vermont

United Kingdom
Delaware

Italy

Spain

United Kingdom
Malaysia
Uruguay
Turkey

Poland
Zimbabwe
Kenya

Nigeria
Tanzanie
Thailand
Switzerland
Delaware

El Salvadol
Honduras




NAME
Warne-Lambert de Puerto Rico, In
Warne-Lambert Guatemala, Sociedad Anoni
Warne-Lambert Irelanc
Warne-Lambert Kenya Limitet
Warne-Lambert Pottery Road Limite
Warne-Lambert SA (Pty) Limitec
Warne-Lambert, S.A

WCH Netherlands East LL

WCH Netherlands West LL!

Webster Animal Health (UK) Limite
Whitehall International Inc

Whitehall Laboratories Inc

Whitehall Laboratorios S.A
Whitehal-Robins AG

W-L (Europe)

W-L (Portugal)

W-L (Spain)

WL de Guatemala, Sociedad Anonil
W-LLLC

Wyeth (Asia) Limited

Wyeth (Far East) Limite

Wyeth (H.K.) Limited

Wyeth (Hong Kong) Holding Company Limite
Wyeth (Malaysia) SDN. BHC

Wyeth (Shanghai) Trading Company Limit
Wyeth (Singapore) Pte. Lt

Wyeth (Thailand) Ltd

Wyeth AB

Wyeth Advertising Inc

Wyeth Australia Pty. Limite

Wyeth Ayerst Inc

Wyeth Ayerst SARL

Wyeth Consumer Healthcare B.
Wyeth Consumer Healthcare L

Wyeth Consumer Healthcare Pty. Limit
Wyeth Egypt Ltd.

Wyeth Egypt Trading Ltc

Wyeth Europa Limitec

Wyeth Farma, S.A

Wyeth Holdings Corporatio

Wyeth llaclari A.S.

Wyeth Industria Farmaceutica Ltc
Wyeth KFT.

Wyeth Korea, Inc

Wyeth Lederle S.p.A

Wyeth Lederle Vaccines S.,

Wyeth Limited

Wyeth LLC

Wyeth Medica Ireland Limite

WHERE INCORPORATED
Puerto Ricc
Guatemal:
Ireland

Kenya

Ireland

South Africa
Delaware
Delaware
Delaware
United Kingdom
New York
Delaware
Uruguay
Switzerland
United Kingdom
United Kingdom
United Kingdom
Guatemal:
Delaware
Delaware

Hong Kong
Hong Kong
Hong Kong
Malaysia
Peopl¢s Republic of Chin:
Singapore
Thailand
Sweder

New York
Australia
Delaware
Luxembourg
Netherlands
Delaware
Australia

Egypt

Egypt

United Kingdom
Spain

Maine
Delaware

Brazil

Hungary

Korea

Italy

Belgium

India

Delaware
Ireland




NAME
Wyeth Nigeria Limitec

Wyeth Nutritional (China) Co., Ltc

Wyeth Nutritionals (Singapore) PTE. LT

Wyeth Nutritionals Inc

Wyeth OOC

Wyeth Pakistan Limite:

Wyeth Pharmaceutical Co., Li

Wyeth Pharmaceuticals (Singapore) PTE. L'
Wyeth Pharmaceuticals Central America Services,
Wyeth Pharmaceuticals Comps

Wyeth Pharmaceuticals -LLC

Wyeth Pharmaceuticals In

Wyeth Pharmaceuticals India Private Limi

Wyeth Pharmaceuticals Limite

Wyeth Pharmaceuticals S. de R.L. de C

Wyeth Philippines, Inc

Wyeth Puerto Rico, Inc

Wyeth Regional Manufacturing (Singapore) PTE. L’

Wyeth Research (U.K.) Lt

Wyeth Research Ireland Limite
Wyeth S.A. de C.V

Wyeth South Africa (Proprietary) Limite
Wyeth Subsidiary lllinois Corporatic
Wyeth Whitehall Export Gmbl
Wyeth Whitehall SARL

Wyett-Ayerst (Asia) Limited
Wyett-Ayerst (China) Limitec
Wyett-Ayerst International Inc
Wyett-Ayerst Lederle LLC
Wyett-Ayerst Promotions Limite:
Wyett-Whitehall Pharmaceuticals LL
Yusafarm D.O.O

WHERE INCORPORATED
Nigeria

Peopl¢s Republic of Chini
Singapore

Delaware

Russiz

Pakistar

Peopl¢'s Republic of Chin:
Singapore

Panam:

Puerto Ricc

United Arab Emirate
Delaware

India

Ireland

Mexico

Philippines

Puerto Ricc
Singapore

United Kingdom
Ireland

Mexico

South Africa

lllinois

Austria

Luxembourg
Delaware

Delaware

New York

Puerto Ricc

Delaware

Puerto Ricc

Serbia and Monteneg




Exhibit 23

Consent of Independent Registered Public Accountingirm

To the Shareholders and the Board of DirectorsfiaePInc:

We consent to the incorporation by reference is Barm 10-K of Pfizer Inc. of our reports dated feloy 28, 2011, with respect to the consolidatddrimze
sheets of Pfizer Inc and Subsidiary Companies &eoémber 31, 2010 and 2009, and the related ddated statements of income, shareholders’ equity a
cash flows for each of the years in the three-peaiod ended December 31, 2010, and all relatedhéiial statement schedules, and the effectiverfess o
internal control over financial reporting as of Batber 31, 2010, which reports appear in the DeceBthe2010 annual report on Form 10-K of Pfizer Inc
and Subsidiary Companies.

Our report refers to Pfizer Inc.’s adoption of Finel Accounting Standards Board Statement No.18LRiness Combinatiorfgicluded in FASB ASC
Topic 805,Business Combinationsas of January 1, 2009.

We also consent to the incorporation by referericaioreports in the following Registration Statertse

-Form S-8 dated October 27, 1983 (File No. 2-87473)
-Form S-8 dated March 22, 1990 (File No. 33-34139),
-Form S-8 dated January 24, 1991 (File No. 33-38708
-Form S-8 dated November 18, 1991 (File No. 33-8405
-Form S-8 dated May 27, 1993 (File No. 33-49631),
-Form S-8 dated May 19, 1994 (File No. 33-53713),
-Form S-8 dated October 5, 1994 (File No. 33-55771)
-Form S-8 dated December 20, 1994 (File No. 33-8597
-Form S-8 dated March 29, 1996 (File N0.33-02061),
-Form S-8 dated September 25, 1997 (File No. 338%Bh
-Form S-8 dated April 24, 1998 (File No. 333-50899)
-Form S-8 dated April 22, 1999 (File No. 333-76839)
-Form S-8 dated April 27, 2001 (File No. 333-59660)
-Form S-8 dated April 27, 2001 (File No. 333-59654)
-Form S-8 dated April 16, 2003 (File No. 333-104581
-Form S-8 dated April 16, 2003 (File No. 333-104582
-Form S-8 dated November 18, 2003 (File No. 3335710,
-Form S-8 dated December 18, 2003 (File No. 33333},
-Form S-8 dated April 26, 2004 (File No. 333-114852
-Form S-8 dated March 1, 2007 (File No. 333-140987)
-Form S-3 dated March 1, 2007 (File No. 333-140989)
-Form S-3 dated March 30, 2007 (File No. 333-14}729
-Form S-4 dated March 27, 2009 (File No. 333-158237
-Form S-8 dated October 16, 2009 (File No. 333-1625
-Form S-8 dated October 16, 2009 (File No. 333-2625
-Form S-8 dated October 16, 2009 (File No. 333-242%nd
-Form S-8 dated March 1, 2010 (File No. 333-165121)

/s/ KPMG LLP
New York, New York
February 28, 2011



Exhibit 31.1

Certification by the Chief Executive Officer Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, lan C. Read, certify that:
1. I have reviewed this report on Form 10-K of Bfiinc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or éngttate a material fact necessary to make the
statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material respects the
financial condition, results of operations and ci@vs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-15(f))tfe
registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our supervision, to
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those entities
particularly during the period in which this rep@teing prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fgiahreporting to be designed under our
supervision, to provide reasonable assurance rieggttae reliability of financial reporting and tipeeparation of financial statements for external
purposes in accordance with generally accepteduatiog principles;

c¢) Evaluated the effectiveness of the registradisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the te@ig’s internal control over financial reportirttat occurred during the registrant’'s most recent
fiscal quarter that has materially affected, aemsonably likely to materially affect, the regisir's internal control over financial reporting;
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiomernal control over financial reporting, toet
registrant’s auditors and the audit committee efrégistrant’s board of directors (or persons perfiog the equivalent functions):

a) All significant deficiencies and material weagses in the design or operation of internal cortver financial reporting which are reasonably
likely to adversely affect the registrant’s abilityrecord, process, summarize and report finaimiatmation; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrart’internal contrc
over financial reporting.

Date: February 28, 2011

/sl 1aNC. READ
lan C. Read
President and Chief Executive Officer



Exhibit 31.2

Certification by the Chief Financial Officer Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Frank A. D’Amelio, certify that:
1. I have reviewed this report on Form 10-K of Bfiinc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or éngttate a material fact necessary to make the
statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material respects the
financial condition, results of operations and ci@vs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-15(f))tfe
registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our supervision, to
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those entities
particularly during the period in which this rep@teing prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fgiahreporting to be designed under our
supervision, to provide reasonable assurance rieggttae reliability of financial reporting and tipeeparation of financial statements for external
purposes in accordance with generally accepteduatiog principles;

c¢) Evaluated the effectiveness of the registradisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the te@ig’s internal control over financial reportirttat occurred during the registrant’'s most recent
fiscal quarter that has materially affected, aemsonably likely to materially affect, the regisir's internal control over financial reporting;

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiomernal control over financial reporting, toet
registrant’s auditors and the audit committee efrégistrant’s board of directors (or persons perfiog the equivalent functions):

a) All significant deficiencies and material weagses in the design or operation of internal cortver financial reporting which are reasonably
likely to adversely affect the registrant’s abilityrecord, process, summarize and report finaimiatmation; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrart’internal contrc
over financial reporting.

Date: February 28, 2011

/sl FRrRANK A. D'A MELIO
Frank A. D’ Amelio

Executive Vice President,
Business Operations and

Chief Financial Officer



Exhibit 32.1

Certification by the Chief Executive Officer Pursuant to 18 U. S. C. Section 1350, as Adopted Pursuatot
Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U. S. C. Section 1350, I, lan C.dRkareby certify that, to the best of my knowledhe Annual Report on Form X0ef Pfizer Inc. for
the year ended December 31, 2010 (the “Reportly tidmplies with the requirements of Section 13(apection 15(d) of the Securities Exchange Act of
1934, and that the information contained in thgid®efairly presents, in all material respects, fihancial condition and results of operations 6£€&r Inc.

/sl 1aNC. READ
lan C. Read
President and Chief Executive Officer

February 28, 2011

This certification accompanies this Report on FAO¥K pursuant to Section 906 of the Sarbanes-Qitayf 2002 and shall not, except to the extent
required by such Act, be deemed filed by the Companpurposes of Section 18 of the Securities Bxge Act of 1934, as amended (the “Exchange Act”).
Such certification will not be deemed to be incogted by reference into any filing under the SamgiAct of 1933, as amended, or the Exchangeexcep
to the extent that the Company specifically incoapes it by reference.



Exhibit 32.2

Certification by the Chief Financial Officer Pursuant to 18 U. S. C. Section 1350, as Adopted Pursuaot
Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U. S. C. Section 1350, |, Frank Anielio, hereby certify that, to the best of my kvledge, the Annual Report on Form KGsf Pfizer
Inc. for the year ended December 31, 2010 (the 8REpfully complies with the requirements of Sextil3(a) or Section 15(d) of the Securities Excleang
Act of 1934, and that the information containedhiat Report fairly presents, in all material regpethe financial condition and results of openasiof Pfizer
Inc.

/sl FRrRANK A. D’'A MELIO

Frank A. D’ Amelio

Executive Vice President, Business Operations and
Chief Financial Officer

February 28, 2011

This certification accompanies this Report on FAO¥K pursuant to Section 906 of the Sarbanes-Qktayf 2002 and shall not, except to the extent
required by such Act, be deemed filed by the Companpurposes of Section 18 of the Securities Bxge Act of 1934, as amended (the “Exchange Act”).
Such certification will not be deemed to be incogted by reference into any filing under the SamgiAct of 1933, as amended, or the Exchangeexcep
to the extent that the Company specifically incogpes it by referenci



