


SOFISTIKOVANA A KONTROLOVANA
VYROBA NASICH ZNACEK JE ZAKLADEM

NEJVYSSI KVALITY, KTEROU NASI
SPOTREBITELE OCEKAVAJL.
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WE OPERATE A SOPHISTICATED
AND CONTROLLED MANUFACTURING

PROCESS TO ENSURE THE PREMIUM
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WILTEE CiSAMETYEE

Koureni vazné
Skodi Vam i lidem
ve Vasem okoli I

Koureni
muze zabij

Konsolidované tidaje (mil. K¢) Consolidated Highlights (CZK million)
Rok koncici 31. 12. 2010 2009 Period ended December 31 2010 2009
Trzby bez spotfebi dané a DPH 11 402 11 690 Revenues, net of excise tax and VAT 11 402 11 690
Provozni zisk 2975 3206 Profit from operations 2975 3206
Zisk pred zdanénim 2975 3182 Pre-tax income 2975 3182
Zisk po zdanéni 2390 2 506 Net Income 2 390 2 506
Zisk na akcii (v K&) 870 913 Earnings per share (CZK) 870 913
Odbyt (mld. ekvivalentnich jednotek) Shipments (billion units equivalent)
Rok koncici 31. 12. 2010 2009 Period ended December 31 2010 2009
Ceské republika 10,1 11,0 Czech Republic 10.1 11.0
Slovenska republika 3,8 3,9 Slovakia 3.8 3.9
Vyvoz 13,9 13,8 Exports 13.9 13.8
Celkem 27,8 28,7 Total 27.8 28.7

D Odbyt véetné ostatnich tabakovych produktt jako jsou doutnicky a sypany tabak pro ruéni vyrobu cigaret
Shipments including other tobacco products such as cigarillos and make-your-own cigarettes
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Zprava predstavenstva
Report of the board of directors

Spole&nost Philip Morris CR a.s.

je pfednim vyrobcem a prodejcem
tabakovych vyrobk( v Ceské republice.
Dospélym zakaznik(im nabizi oblibené
mezinarodni a domaci znacky cigaret,
jako jsou Marlboro, L&M, Red & White,
Philip Morris, Petra a Sparta, ve vice
nez padesati variantach, které pokryvajf
Siroké spektrum vyrobkd, pokud jde

o chut i cenovou Uroven.

Philip Morris CR a.s. je spolegnostf

ve skupiné Philip Morris International Inc.
(,PMI*). Philip Morris CR a.s. vlastni
99% obchodni podil ve slovenské dcefiné
spole¢nosti Philip Morris Slovakia s.r.o.,
ktera je registrovana ve Slovenské
republice.

Tato zprava vychazi zejména

z konsolidované ucetni zavérky
spole&nosti Philip Morris CR a.s.

a Philip Morris Slovakia s.r.0. za ucetni
obdobi 2010, ktera byla sestavena

v souladu s Mezinarodnimi standardy
Ucetniho vykaznictvi ve znéni pfijatém
Evropskou unif (,IFRS*).

KONSOLIDOVANE FINANCNI
VYSLEDKY

Trzby bez spotfebni dané a DPH se
snizily v porovnani s pfedchozim
rokem 0 2,5% na 11,4 miliardy K&
zejména v dasledku niz&iho objemu
prodeji v Ceské a Slovenské republice

4 Philip Morris CR a.s.
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Philip Morris CR a.s. is the largest
manufacturer and marketer of tobacco
products in the Czech Republic,
providing adult smokers with popular
international and local brands such

as Marlboro, L&M, Red & White,

Philip Morris, Petra and Sparta in more
than fifty packaging variants across
different taste and price segments.

Philip Morris CR a.s. is an affiliate of
Philip Morris International Inc. (“PMI”).
Philip Morris CR a.s. has a 99% interest
in Philip Morris Slovakia s.r.o. registered
in the Slovak Repubilic.

The report of the Board of Directors

is based on the consolidated financial
statements of Philip Morris CR a.s. and
Philip Morris Slovakia s.r.0. prepared in
accordance with International Financial
Reporting Standards as adopted by
European Union (“IFRS”).

CONSOLIDATED FINANCIAL
RESULTS

Revenues, net of excise tax and VAT, of
CZK 11.4 billion decreased 2.5% versus
the prior year due to unfavourable
volume in the Czech Republic and
Slovakia and unfavourable currency

of CZK 0.3 billion, partially offset by
favourable pricing in the Czech Republic
and Slovakia and higher exports of other
tobacco products to other PMI affiliates

NASE PRODUKTY
OURPRODUCTS

MARLBORO RED

Kazdé cigareta znaCky Marlboro je vyrobena dle
prisného standardu, ktery je vysledkem unikatni
smési tabakovych listll nejvy3si kvality z celého
svéta. Inovace baleni Marlboro Red, které je

v prodeji od brezna 2010 v Ceské republice

a od zafi 2010 na Slovensku, byla provedena se
stejnou mirou dokonalosti. V obou zemich byla tato
modernizace velice dobfe prijata dospélymi kuraky.

MARLBORO RED

Every Marlboro is made to one exacting

standard, the result of an art of blending the
highest-quality leaf from around the world. This
same pursuit of excellence was behind the
upgrade of the Red pack, launched in March 2010
in the Czech Republic and in September 2010

in Slovakia. The revamped pack is very positively
viewed among adult smokers.



NEZ SE STAVNATE ZELENE TABAKOVE LISTY PROMENI V NAPLN KLASICKE
CIGARETY, MUSEJI UJIT DLOUHOU CESTU. NA NASLEDUJICICH
STRANKACH JE BUDEME SLEDOVAT OD CHVILE, KDY SLISOVANE
VBEDNACH CEKAJI VE SKLADOVYCH PROSTORACH ZAVODU

PHILIP MORRIS CR A.S. V KUTNE HORE.

BEFORE THE LUSH GREEN TOBACCO LEAVES ARE TURNED INTO
CIGARETTES, THEY HAVE TO TRAVEL A LONG WAY. THROUGHOUT THESE
PAGES, WE WILL FOLLOW THE LEAVES FROM THE MOMENT THEY ARRIVE,
COMPRESSED IN BOXES, IN THE WAREHOUSES OF THE PHILIP MORRIS CR

AS. KUTNA HORA PLANT.

a nepfiznivého vyvoje ménového kurzu
ve vySi 0,3 miliardy K&. Tento pokles byl
¢astecné eliminovan priznivym vyvojem
cen v Ceské a Slovenské republice

a vy$3im prodejem ostatnich tabdkovych
produktd ostatnim spole¢nostem

ve skupiné PMI v ramci Evropské unie.
Pti vylou¢enf vlivu ménového kurzu

by se trzby v porovnani s pfedchozim
rokem snizily 0 0,2 %.

Zisk z provozni ¢innosti se v porovnani{
s predchozim rokem snizil 0 7,2 %

na 3,0 miliardy K¢, a to zejména

v dUsledku nizsich objemd prodeje

v Ceské republice a nepfiznivého vyvoje
meénového kurzu ve vysi 0,1 miliardy K¢.
Tento pokles byl ¢astecné eliminovan
pFiznivym vyvojem cen v Ceské

a Slovenské republice. Pfi vylouceni
vlivu ménového kurzu by se zisk

v porovnani s predchozim rokem snizil
04,8%.

Zisk pred zdanénim se snizil 0 6,5 %
na 3,0 miliardy K&. Tento pokles byl
mimo vySe uvedené ddvody Castecné
eliminovan nizsimi nakladovymi aroky
v porovnani s predchozim rokem.

Konsolidovany zisk po zdanéni klesl
04,6 % na 2,4 miliardy K&. Tento
pokles byl mimo vyse uvedené ddvody
¢astecné eliminovan sniZzenou sazbou
dané z prijm0 pravnickych osob v Ceské
republice z 20 % v roce 2009 na 19 %

v roce 2010.

within the European Union. Excluding
the impact of currency, net revenues
decreased 0.2% versus the prior year.

Profit from operations decreased 7.2%
to CZK 3.0 billion versus the prior year
primarily due to unfavourable volume in
the Czech Republic and unfavourable
currency of CZK 0.1 billion, partially
offset by favourable pricing in the
Czech Republic and Slovakia. Excluding
the impact of currency, profit from
operations decreased 4.8% versus the
prior year.

Pre-tax income decreased 6.5% to
CZK 3.0 billion reflecting in addition to
the items noted above, lower interest
expense versus the prior year.

Net income decreased 4.6% to

CZK 2.4 billion reflecting the items
noted above, partially offset by

a decrease in the corporate income tax
rate in the Czech Republic from 20%
in 2009 to 19% in 2010.

Philip Morris CR a.s.

TRZBY BEZ SPOTREBNI DANE A DPH
(MIL.KC)

REVENUES, NET OF EXCISE TAX AND
VAT (CZK MILLION)

-2,5%

e 11 402

2009 2010

Meziro&ni zména
Variance vs. prior year

PROVOZNI ZISK (MIL. KC)
PROFIT FROM OPERATIONS
(CZK MILLION)

-7,2%

2
.

2009 2010

Meziro€ni zména
Variance vs. prior year
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Prvnim krokem pfi vyrobg cigaret je vybér vhodné tabakové smési. S vyuZitim svych rozsahlych zkusenosti vybiraji nasi odbornici peclivé smés riznych typd tabaku
(virzinsky, Burley nebo orientalni tabak) a tfidy listl, které budou pouZity pro nase znacky cigaret. Tabaky jsou vybirany tak, aby byla zachovana konzistence
a charakteristické znaky jednotlivych znacek.

PODNIKANI V CESKE REPUBLICE

Trzby v tuzemsku bez spotfebni
dané a DPH se sniZily v porovnani
s predchozim rokem o 6,0 %,
zejména z divodu poklesu objemu
prodejl, ktery mél dopad na trzby
ve vysi 0,5 miliardy K&. Tento pokles
odrazi zvySeni prodejnich cen

v dUsledku zvy3eni spotfebni dané
a DPH a byl ¢aste¢né kompenzovan
pfiznivym cenovym vyvojem ve vySi
0,1 miliardy K&.

Podle internich odhadd spoleénosti
Philip Morris CR a.s. se celkovy trh
cigaret v Ceské republice v roce 2010
snizil 0 2,7 % na 21,1 miliardy kus(

v porovnani s pfedchozim rokem,

coz odrazi jiz vy$e zminéné zvySeni
prodejnich cen v disledku zvyseni dani.

Podle maloobchodniho vyzkumu
agentury ACNielsen poklesl| trzni podil
spole¢nosti Philip Morris CR a.s.

na ¢eském trhu o 1,5 procentniho bodu
7z 55,5% v roce 2009 na 54,0 % v roce
2010. Tento pokles byl zplsoben niz$im
trznim podilem u mistnich znacek

v levném cenovém segmentu, ktery byl
¢astetné kompenzovan nartstem podilu
znacky L&M ve stfednim cenovém
segmentu a taktéz vynikajici odolnosti
znacky Marlboro.

6 Philip Morris CR a.s.
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BUSINESS IN THE CZECH REPUBLIC

Domestic revenues, net of excise tax
and VAT, decreased 6.0% versus the
prior year, mainly due to unfavourable
volume of CZK 0.5 billion reflecting the
impact of excise tax and VAT-driven
price increases, partially offset by
favourable pricing of CZK 0.1 billion.

According to internal estimates of

Philip Morris CR a.s., the total market in
the Czech Republic was down by 2.7%
to 21.1 billion units in 2010 versus the
prior year, reflecting the impact of the
tax-driven price increases noted above.

According to Retail Audit research
conducted by the ACNielsen

agency, the market share of

Philip Morris CR a.s. in the Czech
Republic declined 1.5 share points
from 55.5% in 2009 to 54.0% in 2010.
This reflected share declines for lower-
margin local brands, partially offset by
the strong performance of L&M in the
medium-price segment, as well as the
notable resilience of Marlboro.

NASE PRODUKTY
OURPRODUCTS
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Koufeni

miize zabijet
MARLBORO FLAVOR PLUS

Marlboro Flavor Plus, jez jsme uvedli na trh

v z&f{ 2010, udrzuje Marlboro na vrcholu inovaci
uvedenim nasledujicich klicovych vlastnosti
produktu jako je napfiklad vysouvaci vicko
krabicky a 3-zénovy filtr s tabakovou ¢asti

a uhlikovou zénou. Tato novinka vykézala pozitivni
vysledky a pomohla zlepSovat vniméni Marlboro
jako moderni a dynamické znacky mezi dospélymi
kuraky.

MARLBORO FLAVOR PLUS

Launched in September 2010, Marlboro Flavor
Plus keeps Marlboro at the pinnacle of innovation
by introducing key product features, such as

the sliding pack and a 3-zone filter containing

a tobacco plug and a charcoal zone. This novelty
delivered positive results and also improved adult
smokers’ perception of Marlboro as a modern and
dynamic brand.



Selecting the right blend of tobacco is the first step in cigarette production. Our experts use their detailed knowledge to carefully select the blend of different tobacco
types (such as Virginia, Burley, and Oriental) and leaf grades used in our cigarette brands. The tobaccos are selected to maintain the consistency and distinctive

character of each brand.

Objem domaéciho odbytu spole¢nosti
Philip Morris CR a.s. se v porovnan{

s predchozim rokem snizil 0 7,9 %.
Tento pokles byl zplsoben celkové nizsi
kapacitou trhu a niz8im trznim podilem,
jak je uvedeno vyse.

V ramci spoluprace mezi spole¢nostmi
PMI a China National Tobacco
Corporation (,CNTC”) spole¢nost
Philip Morris CR a.s. distribuuje

a prodavé v Ceské republice vedle
znaCek PMI i ¢inskou znacku cigaret
RGD. Objem prodeje RGD neni zahrnut
ve vykazovaném objemu prodeje
spole¢nosti Philip Morris CR a.s. ani

ve vykazovaném trznim podilu.

PODNIKANINA SLOVENSKU

Trzby spole¢nosti Philip Morris

Slovakia s.r.o. bez spotfebni dané a DPH
se v mistni méné zvysily v porovnani

s predchéazejicim rokem o 2,4 %. Tento
nardst byl zplsoben zejména priznivym
cenovym vyvojem ve vysi 4,7 miliond

eur, ktery byl ¢aste¢né eliminovan nizsim
objemem prodejd a zvysenym podilem
levnéjsich znacek na celkovych prodejich,
coz odrazi pokracujici zvySovani prodejnich
cen v dlsledku zvySeni spotfebni dané

v roce 2009. Tento pokles predstavoval
dopad ve vysi 2,9 miliond eur.

The Czech domestic shipments of
Philip Morris CR a.s. decreased 7.9%
versus the prior year, reflecting the
lower total market and market share as
described above.

In addition to PMI brand cigarettes,

as part of the cooperation between

PMI and the China National Tobacco
Corporation ("CNTC"), in the Czech
Republic we distribute and sell RGD,

a Chinese brand. Shipments of RGD are
neither in Philip Morris CR a.s. reported
shipment volume numbers nor in the
reported market share numbers.

BUSINESS IN SLOVAKIA

Philip Morris Slovakia s.r.o. revenues,
net of excise tax and VAT, increased
2.4% versus the prior year in local
currency terms driven by favourable
pricing of EUR 4.7 million, partially
offset by unfavourable volume/mix of
EUR 2.9 million reflecting the continued
impact of excise tax-driven price
increases in 2009.

Philip Morris CR a.s.

TRZNIPODIL V CESKE REPUBLICE (%)
MARKET SHARE IN THE CZECH
REPUBLIC (%)

Meziro€ni zména
Variance vs. prior year

-L5pp

55,5 54,0
7,5 7,5
19,0 19,0
Prémiovy segment
Premium
2009 2010 StFeQm’ segment
Medium
Zdroj: ACNielsen Levny segment
Source: ACNielsen Low
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PFichozi suché tabakové listy jsou nejprve zvihcovany, aby ziskaly pruznost a poddajnost. Tyto dvé vlastnosti jsou nezbytné pro kvalitni nafezani tabakovych listd
a zabranujf rovnéz jejich laméani a droleni pfi pohybu po pasovych dopravnicich.

Podle internich odhad( spole¢nosti

Philip Morris Slovakia s.r.o. poklesl
celkovy trh cigaret ve Slovenskeé republice
v porovnani' s predchazejicim rokem
02,8% na 7,5 miliard kust cigaret. Tento
pokles zejména odrazi zvySeni spotrebni
dané, jak je uvedeno vyse.

Podle maloobchodniho vyzkumu agentury
ACNielsen poklesl trzni podil spole¢nosti
Philip Morris Slovakia s.r.0. na Slovensku

0 0,6 procentniho bodu z 51,2 % v roce
2009 na 50,6 % v roce 2010. Toto zejména
odrazi pokles podilu tradi¢nich znacek
Phliip Morris Slovakia s.r.o., ktery byl
¢astecné kompenzovéan nardstem podilu
znacky L&M v nizkém cenovém segmentu.

Objem domaciho odbytu spole¢nosti

Philip Morris Slovakia s.r.0. v porovnani

s pfedchozim rokem poklesl 0 3,4 %. Tento
pokles byl zplsoben celkovym poklesem
trhu a niz8im trznim podilem, jak je
uvedeno vyse.

V rdmci spoluprace mezi spoleCnostmi
PMI a CNTC pokracuje Philip Morris
Slovakia s.r.o. v distribuci a prodeji inské
znacky cigaret RGD na slovenském trhu
vedle znacek PMI. Objem prodeje RGD
neni zahrnut ve vykazovaném objemu
prodeje Philip Morris Slovakia s.r.o. ani
ve vykazovaném trznim podilu.

8 Philip Morris CR a.s.
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According to internal estimates of

Philip Morris Slovakia s.r.o., the total
cigarette market in Slovakia was down
2.8% to 7.5 billion units versus the prior
year reflecting the impact of the excise
tax-driven price increases noted above.

According to Retail Audit research
conducted by the ACNielsen agency,
the market share of Philip Morris
Slovakia s.r.o. in Slovakia declined

0.6 share points from 51.2% in 2009 to
50.6% in 2010. This primarily reflected
share declines of the local heritage
brands of Philip Morris Slovakia s.r.o.,

partially offset by the strong performance

of L&M in the low-price segment.

The shipments of Philip Morris
Slovakia s.r.o. decreased 3.4% versus
the prior year reflecting the lower total
market and market share as described
above.

In addition to PMI brand cigarettes, as
part of the cooperation between PMI
and CNTC, in Slovakia we continue

to distribute and sell RGD, a Chinese
brand. Shipments of RGD are neither
in Philip Morris Slovakia s.r.o. reported
shipment volume numbers nor in the
reported market share numbers.

NASE PRODUKTY
OURPRODUCTS

\iarlhoro

L= 0=

Fajtenie
méie zahijat

MARLBORO GOLD TOUCH

Po Gspé&sném uvedeni Marlboro Gold Original

v roce 2009 jsme ve snaze udrZzet momentum
rlistu znacky Marlboro uvedli v bfeznu 2010

na trh Marlboro Gold Touch. Toto rozsiteni fady
Marlboro nabizi dospélému kurdkovi ten¢i cigaretu
a jemnéjsi chut nadéle zachovavajici vyrazny styl

a elegantni prezentaci rodiny Marlboro Gold.

MARLBORO GOLD TOUCH

After the successful launch of Marlboro Gold
Original in 2009, we leveraged its momentum
in the growing premium segment by launching
Marlboro Gold Touch in March 2010. This line
extension provides adult smokers with a slightly
slimmer cigarette and a smoother taste, still
featuring the distinctive stylish and elegant
presentation of the Marlboro Gold family.



Incoming dry tobacco leaves are first moistened in order to gain elasticity and pliability. These two properties are essential to ensure a good cutting and to prevent

the breaking and crumbling of leaves while on conveyers.

VYVOZ

Celkové trzby z vyvozu se v porovnanf{

s pfedchozim rokem zvySily 0 3,0%
zejména v dlsledku vy$siho prodeje
ostatnich tabdkovych produktd jinym
spole¢nostem PMI v rdmci Evropské unie.
PFi vylouceni vlivu ménového kurzu se
celkové trzby z vyvozu zvysily v porovnani
s predchozim rokem o 7,7 %.

VYHLED

17. b¥ezna 2011 Parlament Ceské republiky
schvalil novelu zakona o spotfebnich
danich. Novela, k jejimuz zvefejnéni

ve shirce zdkon( zbyvé podpis prezidenta,
se zaméfuje na transpozici evropské
smérnice o struktufe a sazbach spotrebnf
dané z tabakovych vyrobk 2010/12/EU.
V disledku prijeti uvedené novely byl
stanoven darovy vyhled az do roku 2014,
kdy Ceska republika musf zavést minimalnf
vysi spotfebni dané 90 eur na 1 000 kusl(
cigaret. Je to poprvé v poslednich deseti
letech, kdy vlada a parlament souhlasily
se Ctyfletou dafiovou strategii pro tabakové
vyrobky. V této souvislosti parlament
schvalil dvé dafiova zvyseni, v roce 2012

a potencialné v roce 2014, v zavislosti

na kurzu Ceské koruny k euru platném

v dané dobé. Déle parlament odsouhlasil
zruSeni soucasné regulace proti
predzéasobent.

EXPORTS

Export revenues increased by 3.0%
versus the prior year driven primarily

by higher shipments of other tobacco
products to other PMI affiliates within the
European Union. Excluding the impact
of currency, export revenues increased
7.7% versus the prior year.

OUTLOOK

On March 17, 2011, the Parliament

of the Czech Republic approved the
Amendment to the Excise Tax Act,

which in turn needs to be signed by

the President before publication in

the Collection of laws, focusing on the
transposition of the EU Tobacco Tax
Directive 2010/12/EU. As a result, there is
now a road map of the fiscal environment
until 2014, when the Czech Republic is
to align with the new EU minimum excise
tax yield of EUR 90 per 1 000 cigarettes.
This is the first time in the last 10 years
that the Government and Parliament
have agreed on a four-year long tobacco
fiscal strategy. It is in this context that the
Parliament approved two increases, in
the year 2012 and potentially in the year
2014, depending on the then effective
EUR/CZK exchange rate. In addition, the
Czech Parliament agreed to abolish the
current anti-forestalling regulation.

Philip Morris CR a.s.

TRZNIPODIL NA SLOVENSKU (%)
MARKET SHARE IN SLOVAKIA (%)

-0,6pp

Meziro€ni zména
Variance vs. prior year

51,2 50,6

17,8 17,0

10,3 9,0
Prémiovy segment
Premium
o

2009 2010 pyrednfsegment

[

Zdroj: ACNielsen Levny segment
Source: ACNielsen Low
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Navlhcené tabakové listy miti do tabakovych sil, kde se nechavaji ,,odlezet”, aby se v nich vihkost rovhomérné rozlozila. Jakmile dosahnou pozadovanych optimélnich
podminek, dostavaji se tabdkové listy za pomocf ,jezkovych* vycesavacl, které zarudujf jejich dokonalé promichéni ve vyrobni dévce, na pasové dopravniky a mifi do
fezacek. Zde jsou nafezany na tabdkova vlidkna o $ifce mensi nez 1 mm.

Na Slovensku byla od ledna 2011 zvySena
DPH z 19% na 20% a v tunoru 2011
vstoupila v Uc¢innost nové Uprava tykajici
se spotfebni dané z tabakovych vyrobkd:
procentni slozka se sniZila o jeden
procentni bod na 23%, specificka slozka se
zvysila na 55,70 eur na 1 000 kust cigaret
a byla stanovena minimaini spotfebni

dan ve vysi 85 eur na 1 000 kusU cigaret.
Soucasné je dalsi zvySeni spotfebni dang,
které jiz povede k dosazeni minimaln{
vySe spotfebni dané z tabakovych

vyrobk(l poZadované evropskou smérnici,
naplanovéano na rok 2013.

Prestoze mohou nepfiznivé ekonomické
podminky, zejména s ohledem

na nezameéstnanost, ztéZovat
predpoveéditelnost potencialniho vystaveni
se zvySené mite nelegélnich prodejl
nebo zménam v chovani spottebiteld,
vySe uvedeny dlouhodoby danovy vyhled
pro obé zemé, zaloZeny na postupném

a mirném zvySovani spotfebnich dani, ma
tendenci zmirnit nejistoty, které by mohly
ovlivnit nasi obchodni ¢innost. V této
souvislosti jsme presvédceni, Ze nase trvala
snaha o inovaci produktd, jejiz prikladem
je nova architektura znacky Mariboro,
podpofi Uspéch naSich prednich znacek.

10 Philip Morris CR a.s.
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In Slovakia, the nominal VAT rate
increased from 19% to 20% as of
January 2011 and a new tobacco
excise tax regulation came into force

in February 2011: the ad valorem
component was decreased by

1 percentage point to 23%, the specific
component increased to EUR 55.70 per
1 000 cigarettes and the minimum
excise tax was set at EUR 85 per

1 000 cigarettes. Additionally, another
excise tax increase is planned for 2013,
which will lead to the minimum EU
excise tax yield noted above.

While the adverse economic conditions,
particularly with regard to unemployment,
make it difficult to predict any potential
exposure to an increase in illicit trade or
to changes in consumer behaviour, the
above-mentioned long-term fiscal outlook
for both countries, based on gradual and
moderate excise tax increases, tend to
mitigate the uncertainties which could
affect our business. In this context, we
are confident that our continued focus
on product innovation will be a driving
force behind the success of our portfolio
of leading brands, such as the continued
rollout of the new Marlboro architecture.

NASE PRODUKTY
OURPRODUCTS

L&M

V roce 2010 L&M doséhla pozice Ctrté
nejprodavangjsi znacky v CR. Spojeni vysoce
kvalitniho produktu a jemné chuti s cenovou
dostupnosti a podporou na trhu v podobé
jedine¢ného zapojeni spotebitele vedlo k ziskanf
vedouciho postaveni u dospélych mladych kufaku.

L&M

In 2010 L&M became the fourth best-selling brand
in the Czech Republic. The combination of high
quality and smooth taste at an affordable price,
supported through unique consumer engagement
activities led to a leading position among young
adult smokers.



The moistened tobacco leaves head to tobacco silos, where they stand so that the moisture is evenly distributed. As soon as they reach the optimum conditions, the leaves
go through “hedgehog” pin brushes, which ensure that they are thoroughly stirred within the production batch before moving to the cutters. They are then cut into tobacco
fibres measuring less than 1 mm wide.

REGULACE TABAKOVYCH VYROBKU

Philip Morris CR a.s. a Philip Morris
Slovakia s.r.0. podporuji komplexn{
regulaci tabdkovych vyrobk(l zaloZenou
na principu snizovani zdravotnich dopadu
zplsobenych tabakovymi vyrobky.

Aby byly zédsady regulace U¢inné, musi byt
zaloZeny na dlikazech. Regulace musi byt
uplatnhovana na vSechny tabakové vyrobky
a vdechny tabakové vyrobce a musi

brat v ivahu nézory vdech legitimnich
zUcCastnénych stran vcetné zdravotnickych
organizaci, vladnich finan¢nich

Urad, vyrobcll tabakovych vyrobkd

a dalsich ¢lend legitimniho tabdkového
dodavatelského Fetézce, péstitell tabdku
a spotfebitelt. Regulaéni politika musf
brat v ivahu moznost, Ze vyvola negativni
nasledky, které podkopavaji zdravotni cile,
jako je zvySovani poptavky po nelegalnich
cigaretach, jinych tabakovych vyrobcich,
nebo levnych cigaretach.

Prestoze podporujeme komplexni,
Gcéinnou regulaci tabdkovych vyrobkd,
nepodporujeme regulaci znemoznujici
dospélym koupit si a pouzivat tabakové
vyrobky, ani regulaci kladouci fungovani
legitimniho trhu s tabakovymi vyrobky
zbytecné prekazky. V tomto ohledu se
branime opatfenim, jako je jednotné
baleni, zékaz vystaveni v mistech prodeje,

STRONG AND EFFECTIVE
REGULATION

Philip Morris CR a.s. and Philip Morris
Slovakia s.r.0. support comprehensive
regulation of tobacco products based on
the principle of harm reduction.

To be effective, tobacco regulatory policy
must be evidence-based. Regulations
must be applied to all tobacco products
and all tobacco manufacturers, and
should take into account the views of all
legitimate stakeholders including public
health authorities, government finance
authorities, tobacco manufacturers

and other members of the legitimate
tobacco supply chain, tobacco farmers,
and consumers. Regulatory policy must
consider the potential to trigger adverse
consequences which undermine public
health objectives, such as increasing the
demand for illicit cigarettes, other tobacco

products, and/or cheap cigarettes.

While we support comprehensive,
effective tobacco regulation, we do not
support regulation that prevents

adults from buying and using tobacco
products or that imposes unnecessary
impediments to the operation of the
legitimate tobacco market. In that regard,
we 0ppose measures such as generic
packaging, point of sale display bans,

Uplny zékaz komunikace s dospélymi
spotrebiteli a zakaz pouzivani viech prisad
v tabakovych vyrobcich.

total bans on communications to adult
consumers, and bans on the use of all
ingredients in tobacco products.

Philip Morris CR a.s.

ZDANENI CIGARET

V CESKE REPUBLICE!
CIGARETTE TAXATION
IN THE CZECH REPUBLIC!

+8 Eur

'

2011 2014

Zména oproti roku 2011
Variance vs. 2011

v EURO na
1000 cigaret
/in EUR per

1 000 cigarettes

ZDANENI CIGARET NA SLOVENSKU!
CIGARETTE TAXATION IN SLOVAKIA!

+S Eur

'

2011 2014

v EURO na
1000 cigaret
/in EUR per

1 000 cigarettes

Y Nova minimalni vySe zdanéni cigaret dle EU od 1.1.2014
New EU minimum excise tax yield valid from 1.1.2014
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http://www.pmi.com/cs_cz/tobacco_regulation/regulating_tobacco_products/harm_reduction/pages/harm_reduction.aspx
http://www.pmi.com/cs_cz/tobacco_regulation/regulating_tobacco_products/harm_reduction/pages/harm_reduction.aspx
http://www.pmi.com/cs_cz/tobacco_regulation/what_is_illicit_trade/pages/what_is_illicit_trade.aspx
http://www.pmi.com/cs_cz/tobacco_regulation/what_is_illicit_trade/pages/what_is_illicit_trade.aspx
http://www.pmi.com/cs_cz/our_products/other_tobacco_products/pages/other_tobacco_products.aspx
http://www.pmi.com/cs_cz/tobacco_regulation/regulating_tobacco_products/generic_packaging/pages/generic_packaging.aspx
http://www.pmi.com/cs_cz/tobacco_regulation/regulating_tobacco_products/generic_packaging/pages/generic_packaging.aspx
http://www.pmi.com/cs_cz/tobacco_regulation/regulating_tobacco_products/point_of_sale_display_ban/pages/point_of_sale_display_ban.aspx
http://www.pmi.com/cs_cz/tobacco_regulation/regulating_tobacco_products/advertising_and_marketing/pages/advertising_and_marketing.aspx
http://www.pmi.com/cs_cz/our_products/ingredients/pages/ingredients.aspx
http://www.pmi.com/eng/tobacco_regulation/regulating_tobacco/pages/harm_reduction.aspx
http://www.pmi.com/eng/tobacco_regulation/illicit_trade/pages/illicit_trade.aspx
http://www.pmi.com/eng/our_products/other_tobacco_products/pages/other_tobacco_products.aspx
http://www.pmi.com/eng/our_products/other_tobacco_products/pages/other_tobacco_products.aspx
http://www.pmi.com/eng/tobacco_regulation/regulating_tobacco/pages/generic_packaging.aspx
http://www.pmi.com/eng/tobacco_regulation/regulating_tobacco/pages/generic_packaging.aspx
http://www.pmi.com/eng/tobacco_regulation/regulating_tobacco/pages/point_of_sale_display.aspx
http://www.pmi.com/eng/tobacco_regulation/regulating_tobacco/pages/advertising_and_marketing.aspx
http://www.pmi.com/eng/our_products/ingredients/pages/ingredients.aspx

Nez je smés pro vyrobu cigaret finalng pripravena, prochazi kvdli snizeni vihkosti susicim valcem. Nasledné je na smés aplikovan aromaticky roztok ke zvyraznéni

charakteristické chuti a viing tabdkovéch listd obsahujici pouze pfirodni latky a aroma.

Takovéto regulace odrazi politiku prohibice,
ktera tvrdé omezuje, ne-li vylucuje,
moznost soutéze mezi tabakovymi
spole¢nostmi. Dusledky, které jsou

ke Skodé vefejného zdravi Casto prehlizeny
nebo ignorovéany, oteviraji dvere trhu

s prodejem nelegalnich cigaret — trhu,
ktery se nefidi regulacemi, nespolupracuje
s regulatory a neméa zajem jednat

v souladu s vefejnym zajmem.

ODPOVEDNOST

Pro nas jako tabékovou spole¢nost

zaciné odpovédnost u nasich produktd.

Z tohoto dlivodu informujeme zékazniky

0 nebezpecich spojenych s kourenim

a maximalné usilujeme o to, aby se zabranilo
mladistvym v pfistupu k cigaretam. Nase
stanovisko ke koufeni mladistvych je
jednoznac&né: Philip Morris CR a.s. nechce,
aby déti koufily, a proto se podili na feSeni
tohoto problému. V Ceské republice se
UcCastnime aktivit organizovanych sdruzenim
Aliance Zékon 18 (www.aliancel8.cz), jejimz
cilem je podporovat zakony zakazujici prodej
tabdkovych vyrobkd nezletilym, monitorovat,
zda prodejci jednaji v souladu se zakonem

a dodrzujf vékovy limit pro prodej tabékovych
vyrobk(, a prosazovat dodrzovani zakona.

Philip Morris Slovakia s.r.o. nadale
podporuje svlij program , Na véku zalezi,
zaméfeny na prevenci koufeni mladistvych,
ktery predstavila jiz v roce 1998. Cilem
projektu je zabranit nezletilym v pfistupu

12 Philip Morris CR a.s.
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Regulations like these reflect
prohibitionist policies that severely
restrict, if not eliminate, the ability

of tobacco companies to compete.

The conseqguences, which are often
overlooked or ignored to the detriment of
public health, are to open the door to the
illicit cigarette market — a market that will
not comply with regulations, cooperate
with regulators, or have any reason to act
in the public interest.

RESPONSIBILITY

For us, as a tobacco company,
responsibility begins with our products.
Therefore, we remind people about the
dangers of smoking and we do what

we can to keep cigarettes away from
children. Our position towards youth
smoking is straightforward: we do not
want children to smoke. And we take
actions to be a part of the solution. In
the Czech Republic we take part in the
activities of the association Alliance

Law 18 (www.aliancel8.cz) whose aim is
to promote legislation prohibiting the sale
of tobacco products to persons under
the age of eighteen and to monitor and
enforce retailer compliance with age
limits.

Philip Morris Slovakia s.r.o. continued
to support its Age Matters retail access
youth smoking prevention program
launched in 1998. The program aims to

NASE PRODUKTY
OUR PRODUCTS
| A
{ 3 -
m:ia Fajtenie §
mbde !Bbﬁaf {
L&M LINK

L&M je po tFi roky nejrychleji rostouci znackou

na Slovensku a v roce 2010 se stala nejprodavanéjsi
znackou Philip Morris Slovakia s.r.o. L&M Link,

dvé nové varianty tenkych cigaret, Uspésné reagujf
na rostouci spotrebitelskou preferenci po cigaretdch
s jemnou chuti v uz8im formétu. L&M Link se staly
videim produktem v segmentu tenkych cigaret

za pouhych Sest mésicl po jejich uvedent.

L&M LINK

L&M has been the fastest growing brand in Slovakia for
the last three years and in 2010 became the best-selling
brand of Philip Morris Slovakia s.r.o. L&M Link, our two
new super slims variants, are catering successfully to

a growing consumer preference for slimmer-diameter
and smoother-taste cigarettes, with L&M Link becoming
the leading choice in the super slims segment just six
months after its launch.


http://www.aliance18.cz/

Before the blend is finally ready for cigarette manufacturing, it is transported through a drying cylinder to reduce moisture. A flavouring solution is then applied on the blend,
containing only natural ingredients and flavours to bring out the distinctive taste and aroma of tobaccos.

k tabakovym vyrobk({im a motivovat
maloobchodniky k dodrzovani prodeje
tabakovych vyrobk( osobam starsich
18 let. V roce 2010 jsme se zaméfili
na maloobchodniky, kterym jsme
zd(razrovali dllezitost dodrzovani této
legislativy.

prevent the access of minors to tobacco
products and to motivate retailers to
comply with minimum age legislation for
purchasing tobacco products. In 2010,
we focused on emphasizing to retailers
the importance of compliance with this
legislation.

PODPORA CHARITATIVNICH
AROZVOJOVYCH PROGRAMU

V uplynulych osmnacti letech

Philip Morris CR a.s. vyznamné
podporovala charitativni projekty

a programy. Podporené charitativni
projekty jsou pIné v souladu

s klicovymi oblastmi darcovstvi, které
stanovila naSe materska spolecnost

— Philip Morris International Inc.,

a které urcuji charitativni programy
nasi spole¢nosti na celém svété.
Pfikladem naSeho uspésného zapojeni
je Dobroginny fond Philip Morris CR
(www.dobrocinnyfond.cz), ktery
poskytuje finanéni prispévky neziskovym
organizacim jak na narodni, tak

i na regionalni drovni.

Philip Morris Slovakia s.r.0. pokracovala
v roce 2010 v poskytovani podpory
charitativnim projektlim v oblasti
vzdélavani. V reakci na katastrofalni
zaplavy a sesuvy pldy ve vychodnf
¢asti Slovenska byly finan¢nf prostfedky
poskytnuty na opravu Skoly v jedné

z nejhire postizenych obci.

CONTRIBUTIONS

Over the past eighteen years,

Philip Morris CR a.s. has contributed
significantly to activities in the areas

of charity. Our charitable projects are
fully aligned with the key charitable

areas that have been identified by

our parent company - Philip Morris
International Inc. and which guide the
company's charitable giving programs
around the world. Examples of our
successful local involvement include

the Philip Morris CR Charitable Fund
(www.dobrocinnyfond.cz), which provides
grants to non-governmental organizations
both at the national and regional level.

In 2010, Philip Morris Slovakia s.r.o.
continued to focus its charitable
contributions towards education support.
In response to disastrous floods and
landslides in the eastern part of Slovakia,
funds were provided for the repair of

a school in one of the worst affected
villages.

Philip Morris CR a.s.

ALTANCE l
| zAkoN 1181

D \BROCINNY
F ON D PHILIP MORRIS CR

V uplynulych letech spolecnost Philip Morris CR a.s.
vyznamné prispéla k aktivitam v oblasti prevence
koureni mladistvych a prostfednictvim Dobroc¢inného
fondu Philip Morris CR se vyznamné angazovala

v oblasti charity.

Over the last several years, Philip Morris CR a.s. has
contributed significantly to activities in the area of
youth smoking prevention and as well was extensively
involved in the area of charity via the Philip Morris CR
Charitable Fund.
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Vyroba cigaret je rychly a vysoce automatizovany proces, ktery zacina vyrobou ,nekone&ného* cigaretového provazce. K jeho vyrobé je zapotiebi rozvinout az 7000 metrd
dlouhou roli cigaretového papiru, na kterou se nasype tabdk. Potom se cigaretovy papir omota kolem tabéku a vznikne provazec. Ten je poté nafezan na kratsi Useky, do
nichZ jsou z obou stran vloZeny filtry. Filtry jsou pripojeny ndustkovym papirem, ktery spotiebitelé vidi omotany kolem filtrového konce cigarety. Kazdy krat$i provazec je
rozptlen a vzniknou tak dvé cigarety s filtrem. To v3e se déje rychlosti az 10 000 cigaret za minutu.

VYHLEDOVA SDELENT A JINA
UPOZORNENI

Je mozné, Ze nejrliznéjsi dokumenty
vyhotovené Philip Morris CR a.s., jako jsou
napftiklad dokumenty predlozené Ceské
narodni bance ¢i jinym statnim orgadntim
nebo zpréavy akcionaram, tiskové zpravy

a zprdvy pro investory na internetu, obsahuji
Ustni Ci pisemna vyjadren( tykajici se
o¢ekavani do budoucna. Tato vyjadreni Ize
charakterizovat slovy strategie, ocekavani,
vyvoj, plany, predpovédi, domnénky,
postoje, odhady, Umysly, projekty, cile,
zéméry nebo jinymi slovy podobného
vyznamu. Pro tato vyjadrent je rovnéz
charakteristické, Ze se nevztahuji vylucné
na historické nebo soucasné skute¢nosti.

Philip Morris CR a.s. nem{ize zarucit, ze
jakékoli vyjadreni tykajici se otekavani

do budoucna se skute¢né naplni, ackoliv
jsme presvédceni, ze vSechny plany

a predpovédi vyhotovujeme na zakladé
peclivého uvazeni. Dosazeni budoucich
vysledk m(ze byt ovlivnéno riziky,
nejistotami a nepresnymi predpoklady.
Skute&né vysledky se proto mohou lisit

od odhadovanych, pfedpovidanych nebo
pldnovanych vysledk, pokud nastanou
znama nebo v sou¢asnosti neznama

rizika a nejistoty nebo pokud se vychozi
predpoklady ukazou jako nepresné. Investori
by tato rizika méli vzit v Gvahu pfi posuzovani
vyhledovych sdélenf a investic do cennych
papird spole&nosti Philip Morris CR a.s.

14 Philip Morris CR a.s.
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FORWARD-LOOKING AND
CAUTIONARY STATEMENTS

Philip Morris CR a.s. may from time to
time make written or oral forward-looking
statements, including statements
contained in filings with the Czech National
Bank or other authorities, in reports to
shareholders and in press releases and
investor webcasts. You can identify these
forward-looking statements by use of words

nou nou

such as “strategy”, “expects”, “continues”,

nou n o

“plans”, “anticipates”, “believes”, “will”,
“estimates”, “intends”, “projects”, “goals”,
“targets” and other words of similar
meaning. You can also identify them by
the fact that they do not relate strictly to

historical or current facts.

Philip Morris CR a.s. cannot guarantee
that any forward-looking statement will be
realized, although we believe we have been
prudent in our plans and assumptions.
Achievement of future results is subject

to risks, uncertainties and inaccurate
assumptions. Should known or unknown
risks or uncertainties materialize, or should
underlying assumptions prove inaccurate,
actual results could vary materially from
those anticipated, estimated or projected.
Investors should bear this in mind as they
consider forward-looking statements and
whether to invest in or remain invested in
Philip Morris CR a.s. securities.

NASE PRODUKTY
OURPRODUCTS

RED & WHITE SSL

V breznu 2010 jsme se rozhodli posilit pozici
znacky Red & White na trhu uvedenim dvou
novych variant pro dospélé kuracky — Red & White
Superslims Aqua a Red & White Superslims
Menthol. Obé varianty pronikly velmi Uspésné

do stale popularnéjsiho segmentu tenkych cigaret
a od té doby vykazuji solidni a stabilni vysledky.

RED & WHITE SSL

As of March 2010 we strengthened Red & White's
position on the market by introducing new variants
with a feminine twist — Red & White Superslims
Aqua and Red & White Superslims Menthol. Both
variants entered very successfully the increasingly
popular super slims segment and have been
posting solid results since then.



Cigarette manufacturing is a fast-paced and highly automated process which begins by creating one long cigarette, called a ,rod.’ To produce the rod, a spool of cigarette
paper up to 7 000 meters long is unrolled and a line of tobacco is placed on it. The cigarette paper is then wrapped around the tobacco, forming the rod. Machines slice
the rod into shorter pieces, inserting filters at both ends. The filters are then connected with ,tipping paper‘ — the paper consumers see wrapped around the filter tip of

a cigarette. Each shorter rod is then cut in half, producing two filtered cigarettes. All of this happens at a speed of 10 000 cigarettes per minute.

ProhlaSujeme, Ze podle naseho
nejlepsiho védomi podava vyrocni
zpréva a konsolidovana vyro¢ni zprava
vérny a poctivy obraz o finanénf

situaci, podnikatelské ¢innosti

a vysledcich hospodareni spole¢nosti
Philip Morris CR a.s. a jejiho
konsolida¢niho celku za uplynulé ucetni
obdobfi a o vyhlidkach budouciho vyvoje
finan¢nf situace, podnikatelské ¢innosti
a vysledk( hospodarent.

V Kutné Hore dne 21. brezna 2011

e 4

Alvise Giustiniani
predseda predstavenstva
Chairman of the Board of Directors

We confirm that to the best of our ALVISE GIUSTINIANI
knowledge the annual report and the
consolidated annual report gives a true
and fair view of the financial situation,
business activities and economic

results of Philip Morris CR a.s. and its
consolidated group for the last accounting
period, and prospects for the future
development of its financial position,
business activities and economic results.

piedseda pfedstavenstva
Chairman of the Board of Directors

In Kutnd Hora on March 21, 2011

Daniel Gordon DANIEL GORDON

¢len predstavenstva
Member of the Board of Directors

¢en piedstavenstva
Member of the Board of Directors

Philip Morris CR a.s.
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Zprava dozordi rady

Report of the Supervisory Board

ZPRAVA DOZORCIRADY

O VYSLEDCICH JEJI KONTROLNI
CINNOSTIZA UCETNI OBDOBI
KALENDARNIHO ROKU 2010

Dozor¢i rada spole¢nosti

Philip Morris CR a.s., (déle jen
»Spole¢nost”) vyvijela svou ¢innost

v souladu s ¢lankem 16 stanov
Spole¢nosti, jakoz i s pfisluSnymi
pravnimi predpisy. Od 1. ledna 2010 az
do ustanoveni vyboru pro audit dozor¢i
rada vykonavala téz Cinnost vyboru

pro audit, a to v rozsahu stanoveném
prislusnymi pravnimi predpisy.

V pribéhu celého roku 2010 dozorcf
rada sledovala a hodnotila vyvoj a vedeni
obchodni ¢innosti Spole¢nosti a zvlastni
pozornost vénovala jeji finanéni situaci.
Dozorci rada byla béhem roku piné
informovéna o pfijimanych finan¢nich
opatfenich a rovnéz kontrolovala
investi¢ni vydaje v souvislosti

s rozpo¢tem a harmonogramem jejich
uskutecnovani.

Dozor¢i rada potvrzuje, Ze veSkeré
projekty Spole¢nosti byly piné
odlvodnéné s ohledem na soucasné

a budouci potfeby Spole¢nosti.

Dozorci rada souhlasi s obchodnimi
aktivitami Spole¢nosti v roce 2010 a jejf
ekonomické vysledky za uvedeny rok
povazuje za dobré.

16 Philip Morris CR a.s.
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SUPERVISORY BOARD REPORT ON
THE RESULTS OF ITS SUPERVISORY
ACTIVITIES IN THE 2010 CALENDAR
YEAR ACCOUNTING PERIOD

The Supervisory Board of

Philip Morris CR a.s. (the “Company”)
conducted its activities in accordance
with Article 16 of the Company’s Articles
and the relevant legal regulations. From
January 1, 2010 until the establishment
of the Audit Committee the Supervisory
Board also conducted the activities of the
Audit Committee, to the extent set out in
the relevant legal regulations.

Throughout 2010, the Supervisory Board
monitored and reviewed the progress
and management of the Company’s
activities while paying special attention

to its financial state. During the year, the
Supervisory Board was fully advised of
the financial measures passed and also
reviewed the capital expenditures against
the budgets and the timetables for their
implementation.

The Supervisory Board confirms that all
the Company’s projects were fully justified
in terms of the Company’s current and
future needs. The Supervisory Board
agrees with the Company’s business
activities in 2010 and considers its
economical results for the said year
satisfactory.

NASE PRODUKTY
OURPRODUCTS

PETRA

U prilezitosti svych 25. narozenin se tradi¢ni ¢eska
znacCka Petra predstavila s novou tvafi. Vyrazné
zmeénény design krabicek vyjadfuje jednoduchost
a Cistotu tvar(i. Inovace nabizi dospélym kufak(m
vSech vékovych kategoril asem provérenou

a oblibenou znacku v novém modernim baleni.

PETRA

For its 25" anniversary, Petra, the traditional
Czech brand, introduced a new look featuring

a revamped pack design that conveys simplicity.
It continues to offer adult smokers across all age
groups a well-established and popular brand in
a new modern packaging.



Jednotlivé cigarety jsou fazeny do skupin podle velikosti krabi¢ky a zabaleny do félie, ktera je uchové Cerstvé. Samotna krabicka je potom sloZena kolem cigaret.
Hotova krabicka je nasledné obalena ochrannym filmem, ktery zérover uchovava aroma a Cerstvost cigaret. Krabicky jsou vloZeny do karton(i nebo zabaleny a umistény
do originélni krabice, ve které jsou rozesfldny na prodejni mista.

Individual cigarettes are sorted into pack-sized groups and wrapped in foil to preserve their freshness. The pack itself is assembled around the cigarettes. The finished
pack is then wrapped with protective film, which also serves to preserve the cigarettes* aroma and freshness. The packs are placed in cartons or wrapped and placed

into a master case for shipment to the marketplace.

Vzhledem k tomu, Ze dozorCi rada
nezjistila v podnikatelské Cinnosti

ani ve fungovani Spole¢nosti Zzadné
nedostatky, dovoluje si timto odkazat
akcionéare na vyro¢ni zpravu Spolecnosti
za UcCetni obdobi kalendarniho

roku 2010, zpravu predstavenstva

0 podnikatelské ¢innosti za ucetnf
obdobi kalendarniho roku 2010 a zpravu
predstavenstva Spole¢nosti o vztazich
mezi propojenymi osobami za ucetni
obdobi kalendarniho roku 2010, s nimiz
se plné ztotoznuje.

Stanovisko dozorci rady ke zpravé
predstavenstva o vztazich mezi
propojenymi osobami za ucetni obdobi
kalendafniho roku 2010

Dozor¢i rada Spole¢nosti pfezkoumala
ve smyslu § 66a odst. 10 obchodniho
zékoniku zpravu predstavenstva
Spole¢nosti o vztazich mezi propojenymi
osobami za ucetni obdobi kalendarniho
roku 2010, povazuje Udaje v ni obsazené
za spravné a nema k ni vyhrad.

Dozor¢i rada Spolecnosti souhlasi se
zavérem predstavenstva Spole¢nosti,
Ze v rozhodném obdobi nevznikla
Spole¢nosti v dlsledku uzavieni smluv
ani pInéni &i protipInéni ze strany
Spolecnosti, uvedenych ve zprave
predstavenstva Spolecnosti o vztazich
mezi propojenymi osobami za ucetni
obdobi kalendarniho roku 2010, zadna
Ujma.

As the Supervisory Board found no
shortcomings in the Company’s business
activities or operations, it hereby refers
the shareholders to the Company’s
Annual Report for the 2010 calendar year
accounting period, the report of the Board
of Directors on the Company’s Business
Activities for the accounting period of
2010 and the Report of the Company’s
Board of Directors on Relations between
Related Parties for the 2010 calendar
year accounting period, with which it fully
agrees.

Statement of the Supervisory Board
regarding the Report of the Board of
Directors on Relations between Related
Parties for the 2010 calendar year
accounting period

The Company’s Supervisory Board
reviewed the Report of the Company’s
Board of Directors on Relations between
Related Parties for the 2010 calendar
year accounting period within the
meaning of Section 66a (10) of the
Commercial Code and finds all the data
contained therein accurate and has no
reservations about it.

The Company’s Supervisory Board agrees
with the conclusion of the Company’s
Board of Directors that, in the relevant
period, the Company suffered no
detriment as a result of the execution

of agreements or any performance or
counter-performance by the Company,

Philip Morris CR a.s.

ODBYT (MLD. EKVIVALENTNICH
JEDNOTEK!)

SHIPMENTS (BILLION UNITS
EQUIVALENT')

-3,2%

Meziro€ni zména
Variance vs. prior year

28,7

27,8
13,8 13,9
39
38
Vyvoz
Exports
[
Slovenska republika
Slovakia
[
Ceska republika
2009 2010

Czech Republic

D Odbyt veetné ostatnich tabakovych produktd jako jsou
doutnicky a sypany tabak pro ru¢ni vyrobu cigaret
Shipments including other tobacco products such as
cigarillos and make-your-own cigarettes.
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Na vyrobnich strojich jsou desitky ¢idel, které zajistuji kvalitu jednotlivych cigaret. V nasi tovarné je velice moderni laboratof, kterd je akreditovana na seznamu
certifikovanych laboratofi v EU. Zde se provadi védecké testovani cigaret, véetné urCovani obsahu nikotinu, dehtu a oxidu uhelnatého v cigaretach na nakurovacich
pristrojich. Vzhledem k pfisné regulaci tabakovych vyrobkd je nezbytné, aby tyto parametry odpovidaly hodnotdm uvedenym na krabickach.

Vyjadreni dozorci rady k fadné tucetni
zavérce spole¢nosti za rok 2010,
fadné konsolidované ucetni zavérce
spole¢nosti za rok 2010 a k navrhu
predstavenstva na schvaleni fadné
ucetni zavérky za rok 2010, fadné
konsolidované tcetni zavérky za rok
2010 a na rozdéleni zisku za Gcetni
obdobi kalendafniho roku 2010

a nerozdéleného zisku z minulych let
véetné stanoveni vySe a zpusobu vyplaty
dividend a vySe tantiém

Dozor¢i radé Spole¢nosti byly
predstavenstvem Spolecnosti predlozeny
fadna ucetni zavérka Spole¢nosti

za UCetni obdobi kalendarniho roku
2010 a fadna konsolidovana ucetni
zévérka Spole¢nosti za Ucetni obdobf
kalendarniho roku 2010 (dale jen
LUucetni zavérky“) a navrh predstavenstva
Spole¢nosti na schvaleni tcetnich
zavérek a na rozdéleni zisku za ucetni
obdobi kalendarniho roku 2010

a nerozdéleného zisku z minulych let
veetné stanoveni vy$e a zplsobu vyplaty
dividend a vySe tantiém (dale jen ,navrh
predstavenstva“).

Dozor¢&i rada Spole¢nosti pfezkoumala
Ucetni zavérky a dosla k zavéru, ze ucetni
postupy pouzivané Spole¢nosti jsou
spravné a ucCetni zaznamy Spole¢nosti
jsou vedeny fadné, to vSe v souladu

s pfislusnymi pravnimi a ucetnimi
predpisy a se stanovami Spole¢nosti.

1 8 Philip Morris CR a.s.

Vyro¢ni zprava 2010

as stated in the Report of the Company’s
Board of Directors on Relations between
Related Parties.

Statement of the Supervisory Board

to the Company’s 2010 ordinary
financial statements, the Company’s
2010 ordinary consolidated financial
statements and the proposal by the
Board of Directors to approve the
2010 ordinary financial statements
and the 2010 ordinary consolidated
financial statements and distribute

the profit for the 2010 calendar

year accounting period and retained
earnings from previous years, including
the determination of the amount and
manner of the payment of dividends and
the amount of the emoluments

The Company’s Board of Directors
presented to the Company’s Supervisory
Board the Company’s ordinary financial
statements for the 2010 calendar year
accounting period and the Company’s
ordinary consolidated financial statements
for the 2010 calendar year accounting
period (the ,Financial Statements*) and
the proposal by the Company’s Board of
Directors to approve the Company’s 2010
ordinary financial statements and the
Company’s 2010 ordinary consolidated
financial statements and to distribute

the profit for the 2010 calendar year
accounting period and retained earnings
from previous years, including the
determination of the amount and manner

NASE PRODUKTY
OURPRODUCTS

RED & WHITE A RGD BIG PACK
Abychom odménili dospélé kuraky

Philip Morris CR a.s. za jejich vérnost zna&ce

a abychom uspokojili rostouci poptavku
spotrebitelll po vyhodnych balenich, rozsifili
jsme rodiny Red & White a RGD o nové varianty
obsahujici 24 cigaret v krabi¢ce. Obé tyto nové
varianty spole¢né dosahly vyznamného podilu

v segmentu cigaretovych baleni obsahujicich vice
nez 20ks cigaret a i nadale pokracuiji v ristu.

RED & WHITE AND RGD BIG PACKS
To reward Philip Morris CR a.s. adult smokers

for their brand loyalty and to meet the growing
consumer demand for value offers, we have
extended the Red & White and RGD families

with new variants containing 24 sticks per pack.
Combined, they have quickly reached a significant
share in the “big pack” segment and they continue
to grow.



Dozens of sensors are located in our production facilities to ensure the quality of each cigarette. Our factory includes a state-of-the-art laboratory, which was officially
accredited by the European Union, which is used for numerous scientific tests, including the determination of the nicotine, tar and carbon monoxide levels in our cigarettes.
Given the strictly regulated environment of tobacco products, it is crucial that these parameters correspond with the values stated on the packs.

Dozor¢&i rada Spole¢nosti pfezkoumala

i navrh predstavenstva Spole¢nosti, ktery
shledala v souladu s hospodarskou situaci
spole¢nosti a se kterym plné souhlasi.

S ohledem na vySe uvedené dozorci
rada Spolec¢nosti doporu€uje fadné valné
hromadé Spole¢nosti ucetni zavérky

i navrh predstavenstva Spole¢nosti
schvalit.

V Praze dne 25. bfezna 2011

of the payment of dividends and the
amount of the emoluments (the ,,Proposal
by the Board of Directors®).

The Company’s Supervisory Board
reviewed the Financial Statements and
concluded that the accounting procedures
used by the Company are appropriate and
that the Company’s accounting records are
kept properly, both in accordance with the
relevant legal and accounting regulations,
and with the Company’s Articles.

The Company’s Supervisory Board also
reviewed the Proposal by the Board of
Directors, found it to be fully compliant
with the Company’s economic condition
and fully agrees with it.

In view of the above, the Company’s
Supervisory Board recommends that the
Company’s Ordinary General Meeting
approves the Financial Statements as well
as the Proposal by the Board of Directors.

In Prague on March 25, 2011

Daniel Fahrny
predseda dozorci rady
Chairman of the Supervisory Board

Philip Morris CR a.s.

POCET ZASOBOVANYCH TRHU
Z VYROBY V CESKE REPUBLICE
NUMBER OF MARKETS SUPPLIED
BY PRODUCTION FROM

THE CZECH REPUBLIC

Meziro¢ni zména
Variance vs. prior year

+7

43

2009 2010
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Konsolidované finanéni vysledky

Konsolidovany vykaz finan¢ni pozice k 31. 12. 2010
(v milionech K¢&)!

AKTIVA Bod 31. 12. 2010 31. 12. 2009
Pozemky, budovy a zafizen{ 5 2752 2561
Nehmotné aktiva 106 111
QOdloZena dariové pohledavka 14 5 5
Dlouhodob4 aktiva 2863 2677
Zasoby 7 1169 1333
Obchodni a ostatni finan¢ni pohledévky 8 1636 1488
Ostatnf nefinanénf aktiva 8 2893 2158
Dari z ptijmU splatna 7 51
Penézni prostfedky a penézni ekvivalenty 9 7 100 5999
Kratkodoba aktiva 12 805 11 029
Dlouhodobd aktiva drzend k prodeji 73 0
Aktiva celkem 15 741 13 706
VLASTNI KAPITAL A ZAVAZKY Bod

Zéakladni kapital 10 2745 2745
Emisni aZio a ostatni ptispévky akcionard 2 369 2361
Nerozdéleny zisk 3511 3264
Ostatni fondy 10 551 551
Kapital a fondy celkem pfipadajici na akcionafe Spolecnosti 9176 8921
Mensinovy vlastni kapital 1 1
Vlastni kapital celkem 9177 8922
QOdlozeny danovy zévazek 14 110 112
Dlouhodobé zavazky 110 112
Obchodni a ostatni finan¢ni zavazky 11 765 798
Nefinanéni zéavazky 11 223 172
Dar z pFijm0 splatna 60 12
Ostatni dafiové zavazky 12 5390 3675
Rezerva na kratkodobé zévazky 18 16 4
Prijaté pajcky 13 0 11
Kratkodobé zavazky 6 454 4672
Zavazky celkem 6 564 4784
Vlastni kapital a zavazky celkem 15 741 13 706

b P¥iloha tvofi nedilnou soucast této konsolidované Ucetni zavérky

22 Philip Morris CR a.s. Vyro¢ni zprava 2010



Consolidated financial results

Consolidated Statement of Financial Position at December 31, 2010

(in CZK million)!

ASSETS Note December 31, 2010 December 31, 2009
Property, plant and equipment (PP&E) 5 2752 2561
Intangible assets 106 111
Deferred tax assets 14 5 5
Non-current assets 2 863 2677
Inventories 7 1169 1333
Trade and other financial receivables 8 1636 1488
Other non-financial assets 8 2893 2158
Current income tax prepaid 7 51
Cash and cash equivalents 9 7 100 5999
Current assets 12 805 11 029
Property, plant and equipment held-for-sale 73 -
Total assets 15741 13 706
EQUITY & LIABILITIES Note

Registered capital 10 2745 2745
Share premium and other shareholders’ contributions 2 369 2361
Retained earnings 3511 3264
Other reserves 10 551 551
Capital and reserves attributable to the equity holders of the Company 9176 8921
Non-controlling interest 1 1
Equity 9177 8922
Deferred tax liability 14 110 112
Non-current liabilities 110 112
Trade and other financial liabilities 11 765 798
Non-financial liabilities 11 223 172
Current income tax liability 60 12
Other tax liabilities 12 5390 3675
Provisions for current liabilities 18 16 4
Borrowings 13 - 11
Current liabilities 6 454 4672
Total liabilities 6 564 4784
Total equity & liabilities 15741 13 706

D The accompanying notes form an integral part of the consolidated financial statements

Philip Morris CR a.s.
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Konsolidované finanéni vysledky

Konsolidovany vykaz aplného vysledku za rok kon¢ici 31. 12. 2010

(v milionech K¢)!

Bod 2010 2009
Trzby 4 11 402 11 690
Néklady na prodané vyrobky a zbozf 16 -6 518 -6 398
Hruby zisk 4 884 5292
Odbytové naklady 16 -1 045 -1236
Administrativni ndklady 16 -883 -923
Ostatni vynosy 15 29 60
Ostatni provozni vynosy 19 111 174
Ostatni provozni naklady 20 -121 -161
Provozni zisk 2975 3 206
Finan¢ni naklady 0 -24
Zisk pfed zdanénim 2975 3182
Dari z ptijm0 22 -585 -676
Cisty zisk 2 390 2 506
Cisty zisk pripadajici na:
Akcionére Spole¢nosti 2389 2506
Mensinovy podil 1 0
Ostatni Gplny vysledek
Kurzové rozdily 0 -4
Uplny vysledek za rok celkem 2 390 2 502
Uplny vysledek za rok pfipadajici na:
Akcionare Spole¢nosti 2389 2502
Mensinovy podil 1 0
Zisk na akcii zakladni a zfedény (K¢/akcie) 23 870 913

1 PFiloha tvorfi nedilnou soucast této konsolidované Ucetni zaverky

Konsolidovany vykaz zmén vlastniho kapitalu za rok konéici 31. 12. 2010
(v milionech K¢&)!

Vztahujici se k vlastnimu kapitalu

Emisni azio
Zakladni  a ostatni prispévky Zéakonny Nerozdéleny Vlastni kapital
Bod kapital akcionafu  rezervni fond Ostatni fondy zisk MenSinovy podil celkem
Stavk 1. 1. 2009 2745 2 361 551 4 2290 1 7 952
Uplny vysledek celkem 23 0 0 0 -4 2 506 0 2 502
Transakce s viastniky
Rozdélenf zisku 24 0 0 0 0 -1538 0 -1538
Zaméstnanecké akcie 0 0 0 0 0 0 0
Nevybrané dividendy 0 0 0 0 5 0 5
Ostatnf 0 0 0 0 1 0 1
Stav k 31. 12. 2009 2745 2 361 551 0 3264 1 8922
Uplny vysledek celkem 23 0 0 0 0 2389 1 2 390
Transakce s viastniky
Rozdélenf zisku 24 0 0 0 0 -2 142 -1 -2 143
Zaméstnanecké akcie 0 8 0 0 0 0 8
Nevybrané dividendy 0 0 0 0 3 0 8
Ostatnf 0 0 0 0 -3 0 -3
Stav k 31. 12. 2010 2745 2 369 551 0 3511 1 9177

1 Priloha tvofi nedilnou soucast této konsolidované ucetni zavérky
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Consolidated financial results

Consolidated Statement of Comprehensive Income for the year ended

December 31,2010 (in CZK million)"

Note 2010 2009
Revenues 4 11402 11 690
Cost of goods sold 16 (6518) (6 398)
Gross profit 4 884 5292
Distribution expenses 16 (1045) (1236)
Administrative expenses 16 (883) (923)
Other income 15 29 60
Other operating income 19 111 174
Other operating expense 20 (121) (161)
Profit from operations 2975 3 206
Financial expenses - (24)
Profit before income tax 2975 3182
Income tax expense 22 (585) (676)
Net profit for the year 2 390 2 506
Attributable to:
Owners of the parent 2 389 2 506
Non-controlling interest 1 -
Other comprehensive income
Currency translation differences - (4)
Total comprehensive income for the year 2 390 2 502
Attributable to:
Owners of the parent 2389 2 502
Non-controlling interest 1 -
Earning per share basic and diluted (CZK/share) 23 870 913
1 The accompanying notes form an integral part of the consolidated financial statements
Consolidated Statement of Changes in Equity for the year ended
December 31,2010 (in CZK million)!
Attributable to equity holders of the Company
Share premium
and other
Registered shareholders’ Statutory Retained Non-control-
Note capital contributions reserve fund Other reserves earnings ling interest Total equity
Balance as at January 1, 2009 2745 2 361 551 4 2 290 1 7 952
Total comprehensive income 23 - - - (4) 2 506 - 2502
Transactions with owners
Profit distribution 24 - - - - (1538) - (1538)
Share based payments - - - - - - -
Forfeited dividends - - - - 5 - 5
Other - - - - 1 - 1
Balance as at December 31, 2009 2745 2 361 551 - 3264 1 8922
Total comprehensive income 23 - - - - 2389 2 390
Transactions with owners
Profit distribution 24 - - - - (2 142) (1) (2 143)
Share based payments - 8 - - - - 8
Forfeited dividends - - - - 3 - 3
Other - - - - (3) - (3)
Balance as at December 31, 2010 2745 2 369 551 - 3511 1 9177

1 The accompanying notes form an integral part of the consolidated financial statements
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Konsolidované finanéni vysledky

Konsolidovany vykaz o penéznich tocich za rok kon¢ici 31. 12. 2010
(v milionech K¢&)!

Bod 2010 2009
Penézni toky z provozni ¢innosti
Zisk pfed zdanénim 2975 3182
QOdpisy dlouhodobych aktiv (véetné nehmotného majetku) 16 458 447
Nerealizované kurzové zisky (-) / ztraty (+), Cisté (1) 34
Cisté trokové vynosy (29) (36)
Zisk z prodeje pozemk(, budov a zafizeni (8) (7)
Zména stavu opravnych poloZek a rezerv 45 (34)
Ostatni nepenézni Upravy — Cisté 5 10
Penézni toky z provozni ¢innosti pfed zménami pracovniho kapitalu 3445 3596
Zména stavu:
Obchodnich a ostatnich finan¢nich pohledéavek a Ostatnich nefinan¢nich aktiv -966 3532
Obchodnich a ostatnich finanénich zévazk( a Nefinanénich zévazk{ 1743 1553
Zasob 143 548
Penézni toky z provozu 4 365 9 229
Zaplacené uroky 0 -24
Zaplacena dan z ptijm -495 -697
Cisté penézni toky z provozni &innosti 3870 8 508
Penézni toky z investicni ¢innosti
Vlydaje na potizeni pozemku, budov a zatizeni 5 -680 -712
P¥jmy z prodeje pozemk(, budov a zafizent 59 11
Vydaje na pofizeni nehmotnych aktiv -23 -9
PFijaté uroky 29 62
Cisté penézni toky z investiéni innosti -615 -648
Penézni toky z financovani
Zaplacené dividendy 24 -2 143 -1538
Cisty penézni tok z financovani -2 143 -1 538
Cisté zvySeni penéznich prostedki 1112 6 322
Stav penéznich prostfedki a penéznich ekvivalentti na zadatku roku 5988 -334
Stav penéznich prostfedki a penéznich ekvivalenti na konci roku 9 7 100 5988

1 Priloha tvofi nedilnou soucast této konsolidované ucetni zavérky
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Consolidated financial results

Consolidated Cash Flow Statement for the year ended December 31,2010

(in CZK million)!

Note 2010 2009
Cash flow from operating activities
Profit before tax 2975 3182
Depreciation and amortisation expense, including intangibles 16 458 447
Unrealized foreign exchange (gain) / loss (1) 34
Net interest income (29) (36)
Gain on disposal of PP&E (8) (7)
Change in provisions 45 (34)
Other non-cash loss / (gain), net 5 10
Operating cash flows before working capital changes 3445 3596
Changes in:
Trade and other financial receivables and Other non-financial assets (966) 3532
Trade and other financial liabilities and Non-financial liabilities 1743 1553
Inventories 143 548
Cash generated from operations 4 365 9 229
Interest paid - (24)
Income tax paid (495) (697)
Net cash generated from operating activities 3870 8 508
Cash flow from investing activities
Purchase of PP&E 5 (680) (712)
Proceeds from sale of PP&E 59 11
Purchase of intangible assets (23) 9)
Interest received 29 62
Net cash used by investing activities (615) (648)
Cash flow from financing activities
Dividends paid 24 (2143) (1 538)
Net cash used by financing activities (2 143) (1 538)
Net increase in cash and cash equivalents 1112 6 322
Cash and cash equivalents as at the beginning of the year 5988 (334)
Cash and cash equivalents as at the end of the year 9 7 100 5988

' The accompanying notes form an integral part of the consolidated financial statements

Philip Morris CR a.s.
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Konsolidované finanéni vysledky

Consolidated financial results

Priloha ke konsolidované Géetni zavérce za rok koncici 31. 12.2010

Notes to the Consolidated Financial Statements as at December 31, 2010

1. OBECNE UDAJE

1.1 Popis Skupiny

Philip Morris CR a.s. (,Spole¢nost") a jeji dcefina spole¢nost
Philip Morris Slovakia s.r.o. (,,Dcefina spole¢nost”), (déle souhrnné
jen ,Skupina”), se zabyvaji zejména vyrobou, prodejem, distribuci
a marketingem tabakovych vyrobk(. Spole¢nost vlastni 99% podil
Philip Morris Slovakia s.r.o.

Philip Morris CR a.s. je akciové spolegnost registrovana

v Ceské republice. Do obchodniho rejstiku byla Spole&nost zapséna
28. 3. 1991 a jeji registrované sidlo je v Kutné Hote, Vitézna 1, Ceska
republika. Vedeni Spole¢nosti sidli v Praze a vyrobni zdvod se nachazi
v Kutné Hore.

Philip Morris CR a.s. je spole¢nosti ve skupiné Philip Morris
International Inc. (,,PMI* nebo ,,Philip Morris International®).
K 31. 12. 2010 byla PMI vrcholovou ovladajici spole¢nosti Skupiny.

K 31. 12. 2010 byl jedinym subjektem vlastnicim vice nez 20% podil
na zakladnim kapitalu Skupiny Philip Morris Holland Holdings B.V.
(,,Matefska spole¢nost”) vlastnici 77,6 % zakladniho kapitalu.

Jako ¢lenové predstavenstva a dozor¢i rady Spolecnosti byly
v obchodnim rejstiiku k 31. 12. 2010 zapsany nasledujici osoby:

Predstavenstvo

Alvise Giustiniani — pfedseda
Andre Dahan
Andrea Gontkovi¢ova

Dozor¢i rada

Daniel Fahrny — predseda
Jiti Davidek

Antonis Koupparis

Daniel Gordon
Igor Potocar
Walter Veen

Jolana Peterkova
Petr Bubenicek
Paul Maas

Akcie Spole¢nosti jsou obchodovany na Burze cennych papir(i

Praha, a.s.

Tato konsolidovana Gc€etni zavérka byla schvélena predstavenstvem

ke zvefejnéni dne 21. 3. 2011.

28 Philip Morris CR a.s.

Viyroéni zprava 2010

1. GENERAL INFORMATION

1.1 Group description

Philip Morris CR a.s. (“the Company”) and its subsidiary Philip Morris
Slovakia s.r.o. (“the Subsidiary”) (together “the Group”) produces,
sells, distributes and markets tobacco products. The Company has

a 99% interest in Philip Morris Slovakia s.r.o.

Philip Morris CR a.s. is a joint-stock company registered in the

Czech Republic. The Company was incorporated on March 28, 1991
and its registered address is Kutna Hora, Vitézna 1, Czech Republic.
Its headquarters is in Prague and its manufacturing facility is in Kutna
Hora.

Philip Morris CR a.s. is an affiliate of Philip Morris International, Inc.
(“PMI" or “Philip Morris International™). As at December 31, 2010,
PMI is the ultimate controlling party of the Group.

As at December 31, 2010, the only entity holding more than 20% of
the registered capital of the Group was Philip Morris Holland Holdings
B.V. (“the Parent company”), which held 77.6% of the registered
capital.

The following individuals were recorded as members of the Board of
Directors and Supervisory Board in the Commercial Register as at
December 31, 2010:

Board of Directors

Alvise Giustiniani — Chairman
Andre Dahan

Andrea GontkoviCova

Daniel Gordon
Igor Potocar
Walter Veen

Supervisory Board

Daniel Fahrny — Chairman
Jifi Davidek

Antonis Koupparis

Jolana Peterkova
Petr Bubenicek
Paul Maas

The Company has its primary listing on the Prague stock exchange,
Burza cennych papirti Praha, a.s.
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version.



2.  SHRNUTI VYZNAMNYCH UCETNICH ZASAD

2.1 Zakladni zasady sestaveni konsolidované tGcetni zavérky
Tato konsolidovana Gc€etni zavérka je sestavena v souladu

s Mezinarodnimi standardy G¢etniho vykaznictvi ve znéni pfijatém
Evropskou unii (,,IFRS").

Konsolidovana Gcetni zavérka byla sestavena na zakladé pozadavkl
vykazovéni a ocefovani stanovenych IFRS a vyklady IFRIC v rozsahu,

v jakém byly pfijaty Evropskou komisi v dobé sestaveni této
konsolidované Gc¢etni zavérky. Zakladni Gcetni pravidla pouZité pfi
sestaveni konsolidované Gcetni zavérky jsou popséna nize. Tato pravidla
byla aplikovana na vSechna obdobi obsazena v této konsolidované
GcCetni zavérce, pokud neni uvedeno jinak.

2.2 Zmény v Gcetnich zasadach a smérnicich

a)  Nové standardy, dodatky a interpretace stdvajicich standardi
platné pro sicetni 0bdobi 2010

Standardy, dodatky a interpretace stavajicich standardi povinné pro
ucetni obdobi pocinajici 1. 1. 2010, pro které Skupina neméla naplri:

e |AS 27 — Konsolidovana a samostatna Gcetni zavérka (G¢inny pro
Gcetni obdobi zacinajici 1. 1. 2010 nebo pozdé&ji). VyZaduje pfifazeni
Uplného vysledku hospodareni vlastnikiim materské spolec¢nosti

a vlastnikiim podild bez kontrolnfho vlivu (dFive ,,mensinové podily*)
i v ptipadé, Ze v disledku toho bude zlstatek podilll viastnik(l bez
kontrolniho vlivu negativni. Novelizovany standard specifikuje zmény
vlastnickych podild matefské spole¢nosti v dcefinych spole¢nostech,
v dUsledku kterych nedojde ke ztraté kontroly, musf byt zati¢tovany
jako transakce ve vlastnim kapitalu. Dale specifikuje zpdsob, jak by
spole¢nost méla stanovit zisky nebo ztraty plynouci ze ztraty kontroly
v dcefiné spole€nosti.

IFRS 3 — Podnikové kombinace (u¢inny pro U¢etni obdobi za¢inajici
1. 1. 2010 nebo pozdéji). Umoziiuje spole¢nostem zvolit si zplsob
ocefovani vlastnickych podili bez kontrolniho vlivu bud podle
stévajiciho znéni IFRS 3 anebo redlnou hodnotou. Novelizovany
IFRS 3 uvadi podrobné instrukce k aplikovani metody koupé

v pfipadé podnikovych kombinaci. Novelizovany IFRS 3 se vztahuje
pouze na podnikové kombinace druzZstev a kombinace uskute¢nénych
vyluéné na zakladé smluvniho vztahu.

IAS 39 — Finan&ni nastroje: Ugtovéani a ocefovani — Pripustné
polozky k zajistovani (4€inny pro G€etni obdobi za¢inajici 1. 1. 2010
nebo pozdéji). Dodatek objasfiuje pouZziti zasad, ktera urcuji, zda
zajistované riziko nebo ¢ast penéznich tokl jsou pfipustné k zajisténi,
v konkrétnich situacich.

IAS 39 - Finané&ni nastroje: Ugtovan( a ocefiovani — Pfehodnocenti
vloZenych derivatl (G¢inny pro Gcetni obdobi zacinajici 1. 1. 2010
nebo pozdéji). Dodatky objasnuji postup pfi reklasifikaci finan¢nich
aktiv z kategorie ,,v redlné hodnoté do zisku nebo ztraty”, vSechny
vloZené derivaty musi byt hodnoceny a pokud je to nezbytné, musi
byt o nich uc¢tovano oddélené.

IFRIC 17 — Rozdéleni nepenéznich aktiv vlastnikiim (a¢inny pro
Gcetni obdobi za¢inajici 1. 1. 2010 nebo pozdéji). Interpretace
objasiiuje pokyny ke spravnému Gctovani ptipadl, kdy Gcetni
jednotka poskytuje nepenézni aktiva jako pInéni z titulu dividendy
svym akcionarim.

IFRIC 18 — Prevod aktiv od zékaznikl (G¢inny pro ucetni obdobf
zacinajici 1. 1. 2010 nebo pozdéji). Interpretace ujasnuje uctovani
o0 presunu aktiv od zékaznik(.

Zdokonaleni Mezindrodnich standard( dcetniho vykaznictvi na rok
2009 (vydéno v dubnu 2009):

e |AS 7 — Vykazy penéznich tok( (G¢inny pro uéetni obdobi zacinajici
1. 1. 2010 nebo pozdgji). Klasifikace vydajli na nezatctovana aktiva.

e |[AS 17 — Leasingy (G¢inny pro G€etni obdobi za¢inajici 1. 1. 2010
nebo pozdéji). Klasifikace leasingli pozemk(l a budov.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

These consolidated financial statements have been prepared in
accordance with International Financial Reporting Standards as
adopted by the European Union (“IFRS").

The consolidated financial statements have been prepared based on
the recognition and measurement requirements of IFRS standards and
IFRIC interpretations issued and effective, to the extent that they were
endorsed by the European Commission at the time of preparation of
this report. The principal accounting policies applied in the preparation
of the consolidated financial statements are set out below. These
policies have been consistently applied to all years presented, unless
otherwise stated.

2.2 Changes in accounting policies and procedures

a)  New standards, amendments and interpretations to existing
standards mandatory for accounting period 2010

The following standards, amendments and interpretations mandatory
for accounting periods beginning on or after January 1, 2010 are not
relevant to the Group’s operations:

e |AS 27 — Consolidated and Separate Financial Statements (effective
for annual periods beginning on or after January 1, 2010). Requires
an entity to attribute total comprehensive income to the owners of
the parent and to the non-controlling interests (previously “minority
interests”) even if this results in the non-controlling interests having
a deficit balance. The revised standard specifies that changes in

a parent’s ownership interest in a subsidiary that do not result in the
loss of control must be accounted for as equity transactions. It also
specifies how an entity should measure any gain or loss arising on the
loss of control of a subsidiary.

IFRS 3 — Business Combinations (effective for annual periods
beginning on or after January 1, 2010). Allows entities to choose

to measure non-controlling interests using the existing IFRS 3
method or at fair value. The revised IFRS 3 is more detailed in
providing guidance on the application of the purchase method to
business combinations. The revised IFRS 3 brings into its scope
business combinations involving only mutual entities and business
combinations achieved by contract alone.

IAS 39 - Financial Instruments: Recognition and Measurement —
Eligible Hedged Items (effective for annual periods beginning on or
after January 1, 2010). The amendment clarifies how the principles
that determine whether a hedged risk or portion of cash flows are
eligible for designation should be applied in particular situations.
IAS 39 - Financial Instruments: Recognition and measurement —
Re-assessment of Embedded Derivatives (effective for annual periods
beginning on or after January 1, 2010). The amendments clarify that
on reclassification of a financial asset out of the ‘at fair value through
profit or loss’ category, all embedded derivatives have to be assessed
and, if necessary, separately accounted for.

IFRIC 17 - Distribution of Non-Cash Assets to Owners (effective

for annual periods beginning on or after January 1, 2010). The
interpretation clarifies when and how distribution of non-cash assets
as dividends to the owners should be recognised.

IFRIC 18 — Transfer of Assets from Customers (effective for annual
periods beginning on or after January 1, 2010). The interpretation
clarifies the accounting for transfers of assets from customers.

Improvements to International Financial Reporting Standards 2009
(issued in April 2009)

e |AS 7 — Statement of Cash Flows (effective for annual periods
beginning on or after January 1, 2010). Classification of expenditures
on unrecognised assets.

e |AS 17 — Leases (effective for annual periods beginning on or after
January 1, 2010). Classification of leases of lands and buildings.
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e |AS 18 — Vynosy. Ur¢eni zda Gcetni jednotka vystupuje jako mandant
nebo zastupce mandanta.
e |AS 38 — Nehmotna aktiva (a¢inny pro G¢etni obdobi za¢inajici
1. 1. 2010 nebo pozdéji). Ur€eni redlné hodnoty nehmotného aktiva
pofizeného v ramci podnikové kombinace.
e |AS 39 — Finanéni nastroje: UCtovani a ocefiovani (G¢inny pro Gcetni
obdobi zacinajici 1. 1. 2010 nebo pozdé&ji). Naklddani se sankcemi
za predcasné splaceni Gvéru jako s Gzce souvisejicimi derivaty.
Vyjimka z rozsahu u smluv o podnikovych kombinacich. U¢tovéni
zajisténi penéznich tokd.
IFRS 2 — Skupinové Uhrady vazané na akcii vypofadané v hotovosti
(Gginny pro U¢etni obdobi zacinajici 1. 1. 2010 nebo pozdéji).
Novela poskytuje jasné principy pro klasifikaci odmén vazanych
na akcie jak v konsolidovanych, tak i v samostatnych Gc¢etnich
zavérkach. Novela vklada do standardu doporuceni obsazené
v IFRIC 8 a IFRIC 11, které tak budou zruSeny.
IAS 1 — Sestavovani a zvefejiiovani Gcetni zavérky: Rozdéleni
konvertibilnich nastroji na kratkodobé a dlouhodobé. (G¢inny pro
UCetni obdobi zacinajici 1. 1. 2010 nebo pozdéji). Novela objasnuje
to, Ze potenciélni vyporddani zavazku prostfednictvim emise akcif
neni pfi rozdéleni na kratkodobé a dlouhodobé relevantni.
IFRS 5 — Dlouhodoba aktiva drZzena k prodeji a ukoncené ¢innosti
(acinny pro ucetni obdobi za¢inajici 1. 1. 2010 nebo pozdéji).
Novela upfesiiuje, jaké informace museji byt v iCetni zavérce
zverejnény v souvislosti s dlouhodobymi aktivy klasifikovanymi jako
uréend k prodeji nebo s ukon¢enymi ¢innostmi.
IFRS 8 — Provozni segmenty: Zvefejnéni informaci o aktivech
segmentu (U¢inny pro ucetni obdobi za¢inajici 1. 1. 2010 nebo
pozdéji). Novela objasriuje, Ze Uc¢etni jednotka musi zvefejnit hodnotu
aktiv segmentu jediné v pfipadg, Ze o této hodnoté pravidelné
informuje vedouci osobu s rozhodovaci pravomoci.
IFRIC 9 - Pfehodnoceni vlozenych derivatl (G¢inny pro Gcetni obdobf
zacinajici 1. 7. 2009 nebo pozdgji). Cilem Upravy je potvrdit, Ze
kromé podnikovych kombinaci definovanych ve standardu IFRS 3
nespadaji do rozsahu interpretace IFRIC 9 také derivaty ziskané
pii zakladani spole¢ného podniku a pfi transakcich pod spole¢nou
kontrolou.
IFRIC 16 — Zajisténi Cisté investice v zahrani¢ni jednotce (G4cinny
pro Gcetni obdobfi zacinajici 1. 7. 2009 nebo pozdéji). Cilem Gpravy
je objasnit, Ze zaji$tovaci néstroje mize drzet kterdkoli Ucetnf
jednotka nebo kterékoli Gcetni jednotky ve skupinég, véetné zahraniéni
jednotky, kterd je sama pfedmétem zajisténi.
IAS 36 — SniZeni hodnoty aktiv: Uréeni jednotky pro testovani snizeni
hodnoty goodwillu (G¢inny pro G€etni obdobi zacinajici 1. 1. 2010
nebo pozdéji). U¢elem dpravy je objasnit, Ze nejvétsi penézotvornou
jednotkou (nebo skupinou jednotek), které méa byt goodwill pro Gcely
testovani snizeni hodnoty pfifazen, je provozni segment definovany
v odstavci 5 standardu IFRS 8 — Provozni segmenty.

b)  Nové standardy, dodatky a interpretace existujicich standardi,
které jesté nenabyly vicinnosti

Standardy, dodatky a interpretace existujicich standardd, pro které ma
Skupina naplri, ale predéasné je neaplikovala:

e |AS 24 — Zvefejfiovani spfiznénych stran (a¢inny pro Gcetni obdobi
za&inajici 1. 1. 2011 nebo pozdé&ji). Ugelem novely je zavést
¢asteCnou vyjimku z poZadavkl na zvefejiiovani informaci v tiéetnich
zavérkach subjektl, ve kterych uplatiiuje urity vliv stat, a vyjasnit
definici spfiznéné strany. Novela rovnéz objasnuje, Ze spole¢nosti
jsou povinny zverejnit v Géetni zavérce informace o vSech pripadnych
zévazcich spfiznéné strany provést urcity krok za podminky, Ze
v budoucnu dojde nebo nedojde k vyskytu ur¢ité udalosti, véetné
vykonatelnych smluv (zati¢tovanych a nezatc¢tovanych).

Skupina predpoklada, Ze novy standard IAS 24 bude mit vliv
na rozsah zvefejnénych transakci se spfiznénymi stranami.
V soucasné dobé zvazuje vsechny mozné dopady novelizace.
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e |AS 18 — Revenue. Determining whether an entity is acting as

a principal or as an agent.
e |AS 38 - Intangible Assets (effective for annual periods beginning on
or after January 1, 2010). Measuring the fair value of an intangible
asset acquired in a business combination.
IAS 39 - Financial Instruments: Recognition and Measurement
(effective for annual periods beginning on or after January 1, 2010).
The penalty for early repayment of a loan considered to be closely
related to the loan. An exemption on the business combination
contracts. Treatment of cash flow hedging.
IFRS 2 — Share-based Payment — Group Cash-settled Share-
based Payment (effective for annual periods beginning on or
after January 1, 2010). The amendment provides a clear basis to
determine the classification of share-based payment awards in both
consolidated and separate financial statements. The amendments
incorporate into the standard the guidance in IFRIC 8 and IFRIC 11,
which are withdrawn.
IAS 1 — Presentation of Financial Statements: Classification of
Convertible Financial Instruments to Current and Non-current
(effective for annual periods beginning on or after January 1, 2010).
The amendment clarifies that the potential settlement of a liability
by the issue of shares is not relevant to its classification as current or
non-current.
IFRS 5 — Non-current Assets Held for Sale and Discontinued
Operations (effective for annual periods beginning on or after
January 1, 2010). The amendment specifies the disclosures
required in respect of non-current assets classified as held for sale or
discontinued operations.
IFRS 8 — Operating Segments: Disclosure of Segment Assets
(effective for annual periods beginning on or after January 1, 2010).
The amendment clarifies that the entity is required to report
a measure of segment assets only if such measure is regularly
provided to the chief operating decision maker.
IFRIC 9 - Reassessment of Embedded Derivatives (effective for
annual periods beginning on or after July 1, 2009). The purpose
of the amendment is to confirm that, except for the business
combination defined in IFRS 3, the derivatives acquired in formation
of a joint venture and also acquired in transactions under common
control (the business combinations defined in IFRS 3 ) do not fall in
the scope of IFRIC 9.
IFRIC 16 — Hedges of a Net Investment in a Foreign Operation
(effective for annual periods beginning on or after July 1, 2009).
The amendment states that a qualifying hedging instrument may be
held by any entity or entities within the group, including the foreign
operation itself being subject to the hedging transaction.
IAS 36 — Impairment of Assets: Allocating Goodwill to Cash-
Generating Units (effective for annual periods beginning on or after
January 1, 2010). The purpose of the amendment is to clarify that the
operating segment level as defined in paragraph 5 of IFRS 8 Operating
segments represents the largest cash generating unit (or group of cash
generating units) permitted for impairment testing of goodwill.

b)  New standards, amendments and interpretations to existing
standards published not yet effective

The following standards, amendments and interpretations will be
relevant for the Group but have not been adopted early by the Group:

e |AS 24 — Related Party Disclosures — (effective for annual periods
beginning on or after January 1, 2011). The main objective of the
amendment is to provide a partial exemption from the disclosure
requirements for government-related entities, and to clarify the
definition of a related party. The amendment also clarifies the
entity’s obligation to disclose information about all commitments,
associated with a related party, to do something if a particular event
occurs or does not occur in the future, including executory contracts
(recognised and unrecognised).

The Group expects that the Amendment to IAS 24 will have an impact
on the extent of the disclosure of transactions with related parties. The
Group is currently assessing all possible impacts of the amendment.



¢ [FRS 9 — Finanéni nastroje (G€inny pro G¢etni obdobi zacinajici
1. 1. 2013 nebo pozdé&ji). Novy standard IFRS 9 by mél nahradit
¢asti standardu IAS 39 souvisejici s klasifikaci a ocefiovanim
finan&nich aktiv a méni také nékteré z poZzadavk( na zvefejnéni dle
IFRS 7. IFRS 9 rozdéluje ve$kera financni aktiva, kterd v soucasné
dobé spadaji do rozsahu standardu IAS 39, do dvou skupin —
na aktiva ocenénd zistatkovou hodnotou a aktiva ocenéna realnou
hodnotou.

Skupina predpoklada, Ze novy standard IFRS 9 bude mit vliv

na klasifikaci, ocenénf a zverejnéni finan¢nich nastrojl v pfiloze. Bez
podrobné analyzy v8ak neni mozné k datu zavérky provést pfiméreny
odhad takového dopadu.

Standardy, dodatky a interpretace existujicich standardd, pro které
nemd Skupina naplri:

¢ |[FRS 7 — Finanéni néstroje: Zvefejiovani — pfevody finan¢nich aktiv
(G¢inny pro Gc€etni obdobi zacinajici 1. 7. 2011 nebo pozdéji).
Upravy standardu rozsifuji pozadavky na zvefejfiovani informaci
o transakcich, jejichZ soucasti je prevod finan¢nich aktiv.
e |AS 32 - Klasifikace prav na upis akcii (G¢inny pro Gcetni obdobi
zac¢inajici 1. 1. 2011 nebo pozdéji). Novela se vénuje vykazovani
prév na Upis akcifi, které jsou vyjadieny v jiné méné, nez je funkéni
ména emitenta. Novela vyjima urcita prava na Upis akcii s pInénim
denominovanym v cizi méné z klasifikace jako finan¢ni derivat.
IFRIC 14 — Pfedplaceni pozadovaného minimalniho financovani
(G¢inny pro Gc€etni obdobi zacinajici 1. 1. 2011 nebo pozdéji).
Novela odstrariuje nechtény disledek IFRIC 14 souvisejici
s dobrovolnymi pfedplacenymi penzijnimi pfispévky v pfipadé
poZadavku minimalniho financovani.
IFRIC 19 - Vyporadani finanénich zévazkl kapitalovych nastrojl
(G¢inny pro Gc¢etni obdobi za¢inajici 1. 1. 2011 nebo pozdéji).
Interpretace se vztahuje na pfipady, kdy dluznik vypofada zavazek,
zcela nebo z&asti, tim, Ze vériteli poskytne kapitalové néstroje.
IAS 12 — OdloZena dan:uhrada ucetni hodnoty aktiv (4€inny pro
G&etnf obdobi zaéfnajici 1. 1. 2012 nebo pozdé&ji). Uprava obsahuje
vyjimku z obecného principu obsazeného ve standardu IAS 12 pro
odlozené darové pohledavky nebo odloZené dafové zavazky z titulu
investic do nemovitosti ocenénych redlnou hodnotou dle IAS 40 nebo
z titulu pozemk, budov a zafizeni ¢i nehmotnych aktiv ocenénych
pomoci preceriovaciho modelu dle IAS 16 nebo IAS 38.

Zdokonaleni Mezindrodnich standard(i dcetniho vykaznictvi na rok
2010 (vydano v kvétnu 2010):

e |FRS 3 — Podnikové kombinace (Ui¢inny pro ucetni obdobfi
zacinajici 1. 7. 2010 nebo pozdé&ji). Ocenéni nekontrolnich
podild. Nenahrazené a dobrovolné nahrazené pfisliby thrad
vazanych na akcie. Pfechodné pozadavky na podminéné Ghrady pfi
podnikovych kombinacich, ke kterym doslo pred datem Géinnosti
standardu IFRS 3.

e [FRS 7 — Finan&ni nastroje: zvefejiovani (G¢inny pro Gcetni obdobi
zacinajici 1. 1. 2011 nebo pozdgji). Objasnéni zvefejiovani.

e |AS 1 — Sestavovani a zvefejfiovani Ucetni zévérky (G¢inny pro Gcetni
obdobi za¢inajici 1. 1. 2011 nebo pozdéji). Vykaz zmén vlastniho
kapitélu.

e |AS 27 — Konsolidovana a individualni Géetni zavérka (ucinny pro
Ucetni obdobi zacinajici 1. 7. 2010 nebo pozdéji). Prechodné
pozadavky pro nasledné Gpravy v disledku standardu IAS 27.

e |AS 34 — Mezitimni G€etni vykaznictvi (G€inny pro Gcetni obdobi
zaCinajici 1. 1. 2011 nebo pozdé&ji). Vyznamné udélosti a transakce.

e |[FRIC 13 - Zakaznické vérnostni programy (G€inny pro Gcetni obdobi
zaCinajici 1. 1. 2011 nebo pozdé&ji). Realnd hodnota vérnostnich
kredit(.

¢ |[FRS 9 — Financial instruments (effective for annual periods
beginning on or after January 1, 2013). IFRS 9 replaces those
parts of IAS 39 relating to the classification and measurement of
financial assets and changes also some disclosure requirements as
set out by IFRS 7. Per IFRS 9, all financial assets, currently within
scope of IAS 39, are required to be classified into two measurement
categories — those to be measured subsequently at amortised cost,
and those to be measured subsequently at fair value.

The Group expects that the new IFRS 9 will have an impact on
classification, measurement and disclosure of financial instruments
in the notes to the financial statements. However, without a detailed
analysis it is not possible to perform a reliable estimate of such
impact as at the date of the financial statements.

The following standards, amendments and interpretations will not have
a material impact or will not be relevant for the Group:

e |[FRS 7 — Financial instruments: Disclosures Transfers of Financial
Assets (effective for annual periods beginning on or after

July 1, 2011). The amendment enhances the disclosure requirements
related to transactions including a transfer of financial assets.

IAS 32 - Financial Instruments — Presentation: Classification of
Rights Issues (effective for annual periods beginning on or after
January 1, 2011). The amendment deals with presentation of rights
issues denominated in a currency other than the issuing entity’s
functional currency. The amendment exempts certain rights issues
of shares with proceeds denominated in foreign currencies from
classification as financial derivatives.

IFRIC 14 - Prepayments of a Minimum Funding Requirement (effective
for annual periods beginning on or after January 1, 2011). It removes
an unintended consequence of IFRIC 14 related to voluntary pension
prepayments when there is a minimum funding requirement.

IFRIC 19 - Extinguishing Financial Liabilities with Equity
Instruments (effective for annual periods beginning on or after
January 1, 2011). The interpretation addresses the accounting in
cases where all or part of the financial liability is extinguished by the
debtor by issuing equity instruments to the creditor.

IAS 12 — Deferred tax: Recovery of Underlying Assets (effective

for annual periods beginning on or after January 1, 2012). The
amendment provides an exception to the general principle as per
IAS 12 for deferred tax assets and deferred tax liabilities arising from
investment property carried at fair value as per I1AS 40 or property,
plant and equipment or intangible assets measured using the
revaluation model as per IAS 16 or IAS 38.

Improvements to International Financial Reporting Standards 2010
(issued in May 2010)

e |[FRS 3 — Business Combinations (effective for annual periods
beginning on or after July 1, 2010). Measurement of non-controlling
interests. Un-replaced and voluntarily replaced share-based payment
awards. Transition requirements for contingent consideration from
a business combination that occurred before the effective date of the
revised IFRS 3.

e |[FRS 7 — Financial Instruments: Disclosures (effective for annual
periods beginning on or after January 1, 2011). Clarification of
disclosures.

¢ |AS 1 - Presentation of Financial Statements (effective for annual
periods beginning on or after January 1, 2011). Statement of
changes in equity.

e |AS 27 — Consolidated and Separate Financial Statements (effective
for annual periods beginning on or after July 1, 2010). Transition
requirements for subsequent amendments arising as a result of
IAS 27.

¢ |AS 34 — Interim Financial Reporting (effective for annual periods
beginning on or after January 1, 2011). Significant events and
transactions.

e |[FRIC 13 — Customer Loyalty Programmes (effective for annual
periods beginning on or after January 1, 2011). Fair value of award
credits.
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Zakladni zasady sestaveni konsolidované tcetni zavérky

Konsolidovana Ucetni zavérka byla sestavena na principu historickych
pofizovacich cen, s vyjimkou finanénich derivatd, které jsou prvotné
vykazany v redlné hodnoté a néasledné preceriovany v souladu s IAS 39,
jak je dale popséno v zékladnich zdsadach sestaveni konsolidované
Gcetni zavérky.

Sestaveni konsolidované Gcetni zavérky v souladu s IFRS vyZzaduje
uplatnovani uréitych zésadnich Gcéetnich odhadd. VyZaduje rovnéz,
aby vedenf vyuzivalo sv(j Usudek v procesu aplikace Gcéetnich pravidel
Skupiny. Skupina ¢ini odhady a predpoklady tykajici se budoucnosti.
Z toho vznikajici ucetni odhady ze samé povahy své definice pouze
zfidkakdy odpovidaji pFislusnym skutecnym vysledkim.

2.3 Srovnatelné udaje

Skupina za rok 2009 preklasifikovala zruSeni nerealizovanych
kurzovych ziskl ve vy$i 68 miliond K¢ vztahujicich se k Obchodnim
a ostatnim finanénim pohledavkam a 22 miliond K¢ vztahujicich se
k Obchodnim a ostatnim finanénim zévazk(im z Ostatnich provoznich
vynos(l do Ostatnich provoznich nakladl (viz. bod 21).

2.4 Konsolidace

Dcefiné spole€nosti, v nichZz mé Spole¢nost pfimo ¢i neptimo podil
s rozhodujicim vlivem nebo mé nad nimi jinym zpGsobem kontrolu,
jsou konsolidovany. Spole¢nosti jsou konsolidovany ode dne, kdy nad
nimi Skupina ziskala kontrolu, a jsou vylouc¢eny z konsolidace k datu
pozbyti této kontroly.

V8echny transakce, zlistatky a nerealizované zisky a ztraty z transakci
mezi spole¢nostmi ve Skupiné byly eliminovany, pokud transakce
neposkytla dlivod snizeni hodnoty prevadéného aktiva. V ptipadé
potfeby byly G€etni postupy Dcefiné spole¢nosti upraveny tak, aby byl
zajistén soulad s postupy Spole¢nosti.

2.5 Vykazovani podle segmentt

Provozni segmenty jsou vykazovany v souladu s internimi vykazy
poskytovanymi subjektlim s rozhodovaci pravomoci. Jako subjekt

s rozhodovaci pravomoci, ktery je zodpovédny za alokaci zdroj

a posuzovani vykonnosti, byl identifikovdan management tym Skupiny
provadgjici strategicka rozhodnuti.

2.6 Transakce v cizich ménach

a)  Funkéni ména a ména vykazovdni

Polozky, které jsou soucasti konsolidované Gcetni zavérky Skupiny,
jsou oceflovany za pouZiti mény priméarniho ekonomického prostredi,
ve kterém kazdéa spole¢nost Skupiny plsobi (,funkéni ména”).
Konsolidovana Gcetni zavérka je prezentovéna v Ceskych korunach,
které jsou pro Spole¢nost jak ménou funkéni, tak ménou vykazovani.

b)  Transakce a ziistatky

Transakce v cizi méné se prepocitavaji do funkéni mény na zaklade
sménnych kurzd platnych k datlim transakci. Kurzové zisky a ztraty
vyplyvajici z téchto transakci a z pfepoctu penéznich aktiv a zavazkd
vyjadienych v cizich ménach sménnym kurzem platnym ke konci
Ucetniho obdobi se vykazuji ve vykazu Uplného vysledku.

¢)  Dcerind spoleénost

Vysledky a finanéni pozice Dcefiné spole¢nosti, ktera ma funkéni
ménu odliSnou od mény vykazovani, se pfevadéji na ménu vykazovani
nasledujicim zpdsobem:

(i) aktiva a z&vazky jsou pro kazdy prezentovany vykaz finanéni
pozice prepocitany sménnym kurzem platnym k rozvahovému dni;

(i) vynosy a naklady jsou pro kazdy vykaz UpIného vysledku prepocitavany
aritmetickym prdmérem sménnych kurzil (kromé piipaddl, kdy tento
prdmér nenf prfiméfenou pfibliznou hodnotou kumulativniho efektu
kurz( platnych ke dni transakce, v takovém pfipadé jsou vynosy
a naklady prepocitavany kurzem ke dni transakce);

(iii) veSkeré vysledné kurzové rozdily jsou vykazovény jako samostatna
sloZka ostatniho Uplného vysledku (kumulované kurzové rozdily).
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Basis of preparation of the consolidated financial statements

The consolidated financial statements have been prepared under the
historical cost convention except for financial instruments, which

are initially recognised at fair value and subsequently measured in
accordance with IAS 39 as disclosed in the accounting policies below.

The preparation of consolidated financial statements in accordance
with IFRS requires the use of certain critical accounting estimates.
It also requires management to exercise judgment in the process of
applying the Group’s accounting policies. The resulting accounting
estimates will, by definition, seldom equal the related actual results.

2.3 Comparative amounts

The Group reclassified unrealised exchange gain of CZK 68 million
related to Trade receivables and other financial receivables and

CZK 22 million related to Trade and other financial liabilities from Other
operating income to Other operating expense for 2009 (see Note 21).

2.4 Consolidation

Subsidiary undertakings, which are those companies in which the
Company, directly or indirectly, has an interest of more than one half
of the voting rights or otherwise has power to exercise control over the
operations, are consolidated. Subsidiaries are consolidated from the
date on which control is transferred to the Group and are no longer
consolidated from the date when the Group ceases to have control.

Intra-group transactions, balances and unrealised gains/losses on
transactions between Group companies are eliminated unless the
transaction provides evidence of an impairment of the asset transferred.
The accounting policies for the subsidiary are changed, where necessary,
to ensure consistency with the policies adopted by the Company.

2.5 Segment reporting

Operating segments are reported in a manner consistent with the internal
reporting provided to the chief operating decision-maker. The chief
operating decision-maker, who is responsible for allocating resources and
assessing performance of the operating segments, has been identified as
the Group management team that makes strategic decisions.

2.6 Foreign currency transactions

a)  Functional and presentation currency

Items included in the consolidated financial statements of the Group
are measured using the currency of the primary economic environment
in which each entity of the Group operates (“the functional currency”).
The consolidated financial statements are presented in Czech crowns,
which is the Company’s functional and presentation currency.

b) Transactions and balances

Foreign currency transactions are translated into the functional currency
using the exchange rates prevailing as at the dates of the transactions.
Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at the year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are
recognised in the statement of comprehensive income.

¢)  Subsidiary

The results and financial position of the Subsidiary that has

a functional currency different from the presentation currency are
translated into the presentation currency as follows:

(i)  assets and liabilities for each statement of financial position
presented are translated at the closing rate as at the date of that
statement of financial position;

(i)  income and expenses for each statement of comprehensive income
are translated at average exchange rates (unless this average is not
a reasonable approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case income and
expenses are translated as at the dates of the transactions);

(iii) all resulting exchange differences are recognised as a separate
component of equity (cumulative translation adjustment).



2.7 Pozemky, budovy a zafizeni

Pozemky, budovy a zafizeni jsou prvotné vykazany v pofizovaci cené

a jsou s vyjimkou pozemkd odepisovany a vykazovany v zistatkové
hodnoté. Ziistatkova hodnota zahrnuje i pfipadné snizeni hodnoty
aktiva. Pozemky jsou nésledné vykazany v pofizovaci cené snizené

o ¢astku vyjadtujici pfipadné snizeni hodnoty. Pofizovaci cena zahrnuje
vydaje, které jsou pfimo prifaditelné k potizeni daného aktiva.

Vypljéni naklady vztahujici se pfimo k pofizeni, vystavbé nebo
produkci daného aktiva jsou zahrnuty do U¢etni hodnoty pfislusného
aktiva. Takové vypijéni néklady jsou aktivovany do G¢etni hodnoty
aktiva, jestliZze je pravdépodobné, Ze budouci ekonomicky prospéch
spojeny s danou polozkou Skupina ziska a pofizovaci cena poloZky je
spolehlivé méfitelna.

Nasledné vydaje jsou zahrnuty do z{statkové hodnoty aktiva nebo

jsou vykazovany jako samostatné aktivum, jestliZe je pravdépodobné,
Ze budouci ekonomicky prospé&ch spojeny s danou polozkou Skupina
ziska a pofizovaci cena polozky je spolehlivé méfitelna. VeSkeré opravy
a Udrzba jsou zalUc¢tovany do vykazu Gplného vysledku v rdmci Gcetniho
obdobi, ve kterém vzniknou.

Nemovitosti, stroje a zafizeni, s vyjimkou pozemkd, jsou odepisovéany
rovnomérné pocinaje jejich uvedenim do uzivani.

Odhadované doby Zivotnosti (v letech) pouZité v této konsolidované
Ucetni zavérce jsou nasledujici:

Budovy a stavby 1
Stroje, pfistroje a zafizeni

Zafizeni pro zpracovani dat
Dopravni prostfedky

Inventar

Pozemky nejsou odepisovany.

Zlstatkova hodnota aktiv a jejich Zivotnost je posuzovéana a v pfipadé
potfeby upravena ke kazdému rozvahovému dni. V pfipadé, Ze je GCetni
hodnota aktiva vySSi nez je jeho realizovatelna hodnota, sniZi se ucetni
hodnota tohoto aktiva okamzité na jeho realizovatelnou hodnotu (viz.
bod 2.10).

Pozemky, budovy a zafizeni, které se jiz nepouzivaji nebo jsou z jinych
ddvod(l vyfazeny, se z vykazu finanéni pozice vyfadi spolu s opravkami
vztahujicimi se k prislusnému aktivu. VeSkeré vynosy Ci ztraty vzniklé
v souvislosti s vyfazenim jsou Gc¢tovéany do vysledku z bézné ¢innosti.

2.8 Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek zahrnuje programové vybaveni

pocitald. Licence pofizené k pocitatovému softwaru jsou aktivovany

na zékladé vydajd vynaloZzenych na potizeni konkrétniho softwaru a jeho
uvedeni do pouZivani. Tyto néklady jsou odepisovany po dobu jejich
predpokladané Zivotnosti (tfi az pét let).

Vydaje spojené s vyvojem nebo Gdrzbou pocitacovych softwarovych
programil jsou vykazany jako naklady v okamziku jejich vynaloZeni.
Vydaje, které pfimo souviseji s vytvofenim presné definovanych

a jedine¢nych softwarovych produktil a jsou kontrolované Skupinou,
které pravdépodobné pfinesou budouci ekonomicky prospéch
prevySujici pofizovaci naklady po dobu del$i nez jeden rok, se
vykazuji jako nehmotna aktiva. Pfimé naklady zahrnuji osobni néklady
pracovniki podilejicich se na vyvoji softwaru a odpovidajici podil
prislusné rezie.

Naklady na vyvoj pocitatového softwaru uznané jako aktiva se odepisuji
po dobu jejich predpokladané Zivotnosti (tfi az pét let).

2.7 Property, plant and equipment

All property, plant and equipment is initially recorded at cost and,
except for freehold land, is subsequently carried at cost less any
accumulated depreciation and impairment losses. Freehold land is
subsequently stated at cost less any impairment charges. Cost includes
expenditures that are directly attributable to the acquisition of the
asset.

Borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset are included in the cost
of that asset. Such borrowing costs are capitalised as part of the cost
of the asset when it is probable that they will result in future economic
benefits to the Group and the costs can be measured reliably.

Subsequent costs are included in the asset’s carrying amount or
recognized as a separate asset when it is probable that they will
result in future economic benefits to the Group and the costs can be
measured reliably. All other repairs and maintenance are charged to
the profit or loss during the financial year in which they are incurred.

Property, plant and equipment, excluding freehold land, are
depreciated from the time they are available for use, using the
straight-line method.

Estimated useful lives (in years) adopted in these consolidated
financial statements are as follows:

Buildings and constructions 15-40
Machinery and equipment 8-15
IT equipment 3-5
Vehicles 3-8
Furniture and fixtures 5-10

Land is not depreciated.

The assets’ residual values and useful lives are reviewed, and adjusted
if appropriate, as at each balance sheet date. An asset’s carrying
amount is written down immediately to its recoverable amount if

the asset’s carrying amount is greater than its estimated recoverable
amount (see Note 2.10).

Property, plant and equipment that is retired, or otherwise disposed of,
is eliminated from the statement of financial position, along with the
corresponding accumulated depreciation. Any gain or loss arising from
retirement or disposal is included in net operating income.

2.8 Intangible assets

Intangible assets include computer software. Acquired computer
software licenses are capitalised on the basis of the costs incurred
to acquire and bring the specific software to use. These costs are
amortised over their estimated useful life (three to five years).

Costs associated with developing or maintaining computer software
programs are recognised as an expense as incurred. Costs that are
directly associated with the production of identifiable and unique
software products controlled by the Group, and that will probably
generate economic benefits exceeding costs, are recognised as
intangible assets. Direct costs include the costs of employees involved
in software development and an appropriate portion of relevant
overheads.

Computer software development costs recognised as assets are
amortised over their estimated useful lives (three to five years).
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2.9 Dlouhodoba aktiva klasifikovana jako aktiva drzena k prodeji
Skupina klasifikuje dlouhodobé aktivum (nebo vyfazovanou skupinu)
jako drZzené k prodeji, pokud bude jeho G€etni hodnota zpétné ziskana
primarné prodejni transakci spi$e nez pokracujicim uzivanim. Toto
aktivum se ocefiuje zlistatkovou hodnotou nebo &istou realizovatelnou
hodnotou minus naklady souvisejici s prodejem, je-li nizZsi.

2.10 Snizeni hodnoty aktiv

Pozemky, budovy a zafizeni a ostatni nefinanéni aktiva, véetné
nehmotnych aktiv, jsou posuzovény z hlediska snizeni hodnoty, kdykoli
urcité udalosti nebo zmény okolnosti naznacuji, Ze jejich ucetni
hodnota nemusi byt realizovatelna.

Ztrata ze snizeni hodnoty je zalctovéna ve vySi ¢astky, o kterou ucetni
hodnota aktiva prevySuje jeho realizovatelnou hodnotu. Realizovatelna
hodnota predstavuje redlnou hodnotu sniZzenou o naklady prodeje nebo
hodnotu z uzivéni, je-li vy38i. Za G¢elem posouzeni snizeni hodnoty
jsou aktiva sdruzovana na nejnizsich Urovnich, pro které existuji
samostatné identifikovatelné penézni toky (penézotvorné jednotky).

2.11 Zasoby

Z&soby se vykazuji v potizovacich cenach nebo v Cisté realizovatelné
hodnoté, je-li niZsi. Pofizovaci cena zahrnuje cenu pofizeni a vedlejsi
naklady spojené s pofizenim zasob (doprava, clo apod.). Hodnota
nedokoncéené vyroby a hotovych vyrobki zahrnuje pfimé materidlové
naklady a vyrobni reZii. Vyrobni rezie zahrnuje pfedeviim mzdy,
odpisy, spotfebu energii, naklady na opravy a udrzovéani apod. Ocenéni
nedokoncéené vyroby, vyrobki a zboZi je na zakladé metody FIFO.
Tabak, provozni zasoby a nahradni dily jsou ocenény v primérnych
cenach.

Cista realizovatelna hodnota se rovna odhadnuté prodejnf cené
v bé&Zném podnikani snizené o odhadované variabilni néklady nutné
k realizaci prodeje.

2.12 Pajéky a pohledavky

Pljcky a pohledavky jsou nederivatova finan¢ni aktiva s danymi nebo
prepokladanymi platbami, kterd nejsou kétovéna na aktivnim trhu. Jsou
zahrnuta do kratkodobych aktiv, s vyjimkou dob splatnosti del$ich nez
12 mésicl po rozvahovém dni. Ta jsou klasifikovéna jako dlouhodoba
aktiva. Pljcky a pohledévky jsou zahrnuty ve vykazu finanéni pozice

v obchodnich a ostatnich finan€nich pohledavkach.

Obchodni pohledavky se prvotné vykazuji v redlné hodnoté a nasledné
jsou ocefovany zlstatkovou hodnotou na zakladé metody efektivni
Urokové sazby po odecteni opravné polozky na snizeni hodnoty. Opravna
poloZka na sniZeni hodnoty obchodnich pohledavek za doméacimi

a zahrani¢nimi odbérateli mimo skupinu PMI se vytvari tehdy,

jestlize existuji objektivni dlikazy o tom, Ze Skupina nebude schopna
inkasovat veskeré dluzné ¢astky podle plivodné sjednanych podminek.
Vyznamné finanéni téZkosti odbératele, pravdépodobnost, Ze dluznik
vstoupi do konkurzu, nedodrzeni splatnosti nebo prodleni ve splatnosti
zavazku (u pohledavek z obchodnich vztah( vici tfetim stranam od 14
do 30 dni v zavislosti na individualnim posouzeni situace dluznika)
jsou indikéatory, Ze obchodni pohleddvky jsou znehodnoceny. Vyse
opravné polozky je rozdil mezi U€etni hodnotou aktiva a sou¢asnou
hodnotou odhadovanych budoucich penéznich tokd diskontovanych
ptvodni efektivni Grokovou sazbou. Tvorba této ztraty z opravné polozky
je zauctovéana do vykazu zisku a ztraty. Pohledéavky za spole¢nostmi
skupiny PMI nejsou povaZovéany za pochybné.

2.13 Spotiebni dan

Spotfebni dar obsazena v hodnoté nakoupenych kolkl je primarné
vykdzana v ostatnich nefinanénich aktivech spolu s odpovidajicim
zévazkem v kategorii ,,Ostatni dafiové zavazky”. Aktivum zanika a stava
se soucasti obchodnich pohledévek v okamZiku prodeje hotovych
vyrobk(l a zboZi, které jsou pfedmétem spotfebni dané. Konzistentné

s tim zasoby a naklady na prodané vyrobky a zboZi nezahrnuji spotfebni
daf.
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2.9 Non-current assets held for sale

The Group classifies non-current assets (or disposal groups) as held-for-
-sale separately if their carrying amount is to be recovered principally
through a sale transaction rather than through continuing use and
measures them at the lower of its carrying amount and fair value less
costs to sell.

2.10 Impairment of assets

Property, plant and equipment and other non-financial assets,
including intangible assets, are reviewed for impairment losses
whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable.

An impairment loss is recognised for the amount by which the carrying
amount of the asset exceeds its recoverable amount, which is the
higher of an asset’s net selling price and value in use. For the purposes
of assessing impairment, assets are grouped at the lowest level, for
which there are separately identifiable cash inflows (cash-generating
units).

2.11 Inventories

Inventories are stated at the lower of cost and net realisable value.
Costs of inventories include the purchase price and related costs

of acquisition (transport, customs duties, etc.). The value of
work-in-progress and finished goods includes direct material costs and
allocated overhead costs. Overhead costs include labour, depreciation,
power and heating, repair and maintenance and other related costs.
The carrying amount of work-in-progress, merchandise and finished
goods is determined on the basis of FIFO. The carrying amount of
tobacco, operating supplies and spare parts is determined on the basis
of weighted average cost.

Net realisable value is the estimated selling price in the ordinary
course of business, less applicable variable selling expenses.

2.12 Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. They
are included in current assets, except for those with maturities greater
than 12 months after the balance sheet date. These are classified as
non-current assets. Loans and receivables are classified as trade and
other receivables in the statement of financial position.

Trade receivables are recognised initially at fair values and
subsequently measured at amortised costs using the effective

interest method, less a provision for impairment. Such a provision

for impairment of domestic and foreign third party trade receivables

is established if there is objective evidence that the Group will not

be able to collect all amounts due according to the original terms

of receivables. Significant financial difficulties of the debtor, the
probability that the debtor will enter bankruptcy and default or there

is delinquency in payments (in the case of trade receivables from third
parties more than 14-30 days overdue based on individual assessment
of the debtor) are considered indicators that the trade receivable is
impaired. The amount of the impairment provision is the difference
between the carrying amount and the recoverable amount, being the
present value of estimated future cash flows discounted at the original
effective interest rate. The amount of the impairment loss is recognised
in the profit or loss. Receivables from PMI entities do not represent
collection risk.

2.13 Excise tax

Excise tax on purchased fiscal stamps is initially recognised as other
non-financial assets with a corresponding liability classified in “Other
tax liabilities”. The asset is derecognised and reclassified to trade
receivables upon sale of finished goods and merchandise subject to
excise tax. Correspondingly, inventories and cost of goods sold do not
include excise tax.



2.14 Penézni prostiedky a penézni ekvivalenty

Penézni prostiedky a penézni ekvivalenty zahrnuji finanéni hotovost,
inkasovatelné bankovni vklady, ostatni vysoce likvidni kratkodobé
investice s plvodni dobou splatnosti tfi mésice a méné, debetni
zUstatky na bankovnich Gétech (kontokorentni Gc¢ty) nebo jiné

pujcky splatné na pozadani. Ve vykazu finanéni pozice jsou debetni
zUstatky na bankovnich Gctech (kontokorentni G¢ty) a jiné pijcky
splatné na pozadani vykazany v poloZce Prijaté pljcky v kratkodobych
zavazcich.

2.15 Obchodni zavazky

Obchodni zavazky se prvotné vykazuji v redlné hodnoté a nasledné jsou
ocefovany zlstatkovou hodnotou na zékladé metody efektivni Grokové
sazby.

2.16 Odlozena daii z pfijma

OdloZena dan je vypoCtena s pouzitim zavazkové metody uplatnéné
na vSechny prechodné rozdily vzniklé mezi dafiovou hodnotou aktiv

a zévazki a jejich ucetni hodnotou vykazovanou v Gcéetni zavérce.
Pokud ovéem odloZena dar vyplyva z vychoziho zachyceni aktiva nebo
zavazku z transakci jinych, nez je podnikova kombinace, které v dobé
vzniku nemaji dopad ani na Gc€etni ani na dafovy zisk nebo ztratu,
pak se o ni ned¢tuje. OdloZena daf z pfijm( se stanovi za pouziti
danové sazby (a danovych zékond), které byly schvaleny nebo je proces
jejich schvalovani v podstaté dokonéen a o kterych se predpoklada, ze
budou G¢inné v obdobi, ve kterém bude pfislusnd dafiové pohledavka
realizovana nebo zavazek odloZené dané z pfijmd vyrovnan. Zmény

v odlozené dani vyplyvajici ze zmén darovych sazeb jsou vykazéany

v obdobi, ve kterém jsou zmény uzakonény.

OdloZené dariové pohledévky se vykazuji v rozsahu, v némz je
pravdépodobné, Ze bude v budoucnosti dosazeno zdanitelného zisku,
ktery umozni uplatnéni téchto prechodnych rozdild.

Odlozend dan je zatctovéna do vykazu zisku a ztraty s vyjimkou
pfipadd, kdy se vztahuje k polozkdm uctovanym do ostatniho Gplného
vysledku. V takovych pfipadech je také U¢tovéna do ostatniho Uplného
vysledku.

2.17 Zaméstnanecké pozitky

a)  Diichodové pojisténi a penzijni pripojisténi

Skupina hradi pravidelné odvody do statniho rozpoctu k financovani
statniho dichodového pojisténi v sazbach platnych pro dané obdobi

z vyplacenych hrubych mezd. Nad ramec téchto zakonnych odvod
nejsou vyzadovany od Skupiny Zadné jiné dodate¢né odvody. Néklady
souvisejici s odvody jsou zUctovany ve vykazu zisku a ztraty ve stejném
obdobi jako vyplata mezd a platl, ke kterym se vztahuji.

Skupina také poskytuje svym zaméstnanciim penzijni ptipojisténi
formou plateb nezéavislym penzijnim fonddm v ramci platného
prispévkové definovaného penzijniho planu. Tyto néklady jsou Uctovéany
do vykazu zisku a ztraty v roce, se kterym Casové souviseji. Nad ramec
téchto zédkonnych odvodl nejsou vyZadovéany od Skupiny Zadné jiné
dodate¢né odvody.

b)  Odstupné a pozitky pii prediasném ukonéeni pracovniho
poméru

Odstupné a pozitky pfi pred¢asném ukonceni pracovniho poméru se
vyplaceji v pfipadé, Ze je pracovni pomér ukoncen pfed normalnim
odchodem do diichodu nebo pted uplynutim pracovni smlouvy. Skupina
vykazuje pozitky z pfed€asného ukonéeni pracovniho poméru, pokud

je zavazana k ukonceni pracovniho poméru vybranych zaméstnanc(

v souladu se schvalenym detailnim planem bez redlné moznosti

od tohoto plénu odstoupit.

2.14 Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held on call
with banks, other short-term highly liquid investments with original
maturities of three months and less, bank overdrafts or other on-
demand payable liabilities. Bank overdrafts and on-demand payable
liabilities are shown on the statement of financial position within
borrowings in current liabilities.

2.15 Trade Payables
Trade payables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method.

2.16 Deferred income tax

Deferred income taxation is calculated using the liability method
applied to all temporary differences arising between the tax base of
assets and liabilities and their carrying amounts in the consolidated
financial statements. However, if the deferred income tax arises from
initial recognition of an asset or liability in a transaction other than

a business combination that at the time of the transaction affects
neither accounting and taxable profit nor loss, it is not accounted for.
Deferred income tax is determined using tax rates (and laws) that
have been enacted or substantially enacted by the balance sheet date
and are expected to apply when the related deferred income tax asset
is realised or the deferred income tax liability is settled. Changes in
deferred tax resulting from the changes in tax rates are recognized in
the period in which the changes are enacted or substantially enacted.

Deferred income tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which the
temporary differences can be utilised.

Deferred tax is charged or credited to profit or loss, except when it
relates to items charged or credited to other comprehensive income, in
which case the deferred tax also affects other comprehensive income.

2.17 Employee benefits

a)  Pension obligations

Contributions are made to the Government’s retirement benefit and
unemployment schemes at the statutory rates applicable during the
year and are based on gross salary payments. The Group has no further
payment obligations once the contributions have been paid. The
expense for the contributions is charged to profit or loss in the same
period as the related salary expense.

The Group also makes contributions to defined contribution schemes
operated by external pension companies. These contributions are
charged to profit or loss in the year to which the contributions relate.
The Group has no further payment obligations once the contributions
have been paid.

b)  Redundancy and termination benefits

Redundancy and termination benefits are payable when employment

is terminated before the normal retirement or contract expiry date.

The Group recognises redundancy and termination benefits when it

is demonstrably committed to terminating the employment of current
employees according to a detailed formal plan without the possibility of
withdrawal.
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¢)  Ubrady vizané na akcie

PMI poskytuje ur¢ité plany thrad vazanych na akcie pro vedouci
zaméstnance v8ech spole¢nosti v rdmci skupiny PMI. Tyto plany se
vztahuji k akciim spole¢nosti PMI. Tyto plany predstavuji thrady
vazané na akcie vyporadané kapitélovymi nastroji. Na zakladé pravidel
stanovenych ,,Performace Incentive Plans* je vybranym zaméstnanciim
poskytovéna dlouhodobéa odména v podobé naroku na akcie PMI,

které by jim mély byt v budoucnosti pridéleny (, Deferred Stock“).

K realizaci ndroku a nabyti akcii zaméstnanci dochazi po uplynutf
zaméstnaneckého poméru tfi let od data poskytnuti naroku (,,rozhodné
obdobi*). Hodnota nakladl sluzeb zaméstnancl vykazanych jako
protihodnota za pridélené naroky na akcie je ur€ena na zékladé realné
hodnoty narok(l k datu poskytnuti. Tato redlna hodnota odpovida trzni
cené akcii PMI k datu poskytnuti. Néklady jsou do vykazu tplného
vysledku (ndklady na zaméstnance a zaméstnanecké pozitky a sluzby)
zUc¢tovany rovnomérné béhem rozhodného obdobi se souvztaznym
zapisem do vlastniho kapitalu. Hodnota nakladi vykazanych jako
protihodnota za pridélené naroky v letech 2010 a 2009 byla
nevyznamna.

2.18 Rezervy

Skupina tvofi rezervy, pokud ma soucasny pravni nebo mimosmluvni
zévazek, ktery je vysledkem minulych udalosti, je pravdépodobné, Ze
k vyporadani tohoto zédvazku bude nezbytné od¢erpéani prostredk(,

a muZe byt proveden spolehlivy odhad vySe zavazku. Rezervy se
nevytvéreji na budouci provozni ztraty.

Rezervy jsou ocenény v sou¢asné hodnoté nejlepsiho odhadu vydajt
potfebnych k vyrovnani sou¢asného zavazku k rozvahovému dni.

2.19 Vykazovani vynost a nakladi

Vynosy predstavuji redlnou hodnotu pfijaté nebo néarokované
protihodnoty za prodej zboZi, vyrobk( a sluzeb, bez dané z ptidané
hodnoty a spotfebni dané, po odpoctu slev a skont. Vynosy jsou
vykazovany nasledujicimi zpUsoby:

Prodej vyrobku a zboZi

Vynosy z prodeje vyrobki a zboZi se vykazuji, pokud ucéetni jednotka
prevedla na kupujiciho vyznamna rizika a odmény z vlastnictvi zboZi;
nezachovava si pokraCujici manazerskou angazovanost v mife obvykle
spojované s vlastnictvim pozadovaného zboZzi, ani skute¢nou kontrolu
nad timto zboZim; ¢astka vynost miZe byt spolehlivé ocenéna; je
pravdépodobné, Ze ekonomické uZitky, které jsou s transakci spojeny,
poplynou do ucetni jednotky, a vzniklé naklady nebo naklady, které

s ohledem na transakci teprve vzniknou, mohou byt spolehlivé ocenény.
0 vynosu je G¢tovano v okamziku vyskladnéni jak v pfipadé domacich
prodej, tak i exportu.

Prodej sluZeb

Vynosy z poskytovani sluzeb se vykazuji, jestliZze dojde k poskytnuti
sluzby za pomoci metod uZivanych pro stanoveni stupné dokon¢enosti
konkrétni transakce, uréeného na zakladé skute¢né poskytnuté sluzby
k poméru celkovych sluzeb, které maji byt poskytnuty.

Vynosy z droki
Urokovy vynos se vykazuje ¢asové rozliseny s pouZzitim metody efektivni
Grokové sazby a zohlednénim vySe nesplacené jistiny.

Soucasti naklad(i na prodané vyrobky a zboZi jsou variabilnf a fixnf
vyrobni néklady, pofizovaci cena nakoupeného zboZi a licenéni poplatky
placené za prodané vyrobky.

Odbytové naklady vyplyvaji z odbytové €innosti a kromé personalnich
a rezijnich nakladi zahrnuji také odpisy majetku v oblasti prodeje,
naklady spojené s expedici, ndklady na propagaci, podporu prodeje,
priizkum trhu a sluzby zékaznik{m.

Administrativni naklady zahrnuji personalni a rezijni néklady a odpisy
majetku ve spravni oblasti.
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¢)  Share-based payments

PMI runs certain compensation plans for management of all PMI
companies. The plans relate to the stock of PMI. These plans

are equity settled share-based payment transactions. There are
Performance Incentive Plans in place under which eligible employees
receive deferred stock awards representing long-term equity
compensation that delivers shares of PMI after a three-year service
period (the vesting period). The compensation cost for deferred stock
awards is determined by using fair value of the equity instruments
awarded as at the grant date. The fair value corresponds to the market
price of PMI common stock on the date the award is granted to the
employee. Compensation cost is recognized over the vesting period on
a straight-line basis as a charge to the employee benefits expense with
a corresponding entry in equity. Amounts recognized as compensation
expense in 2010 and 2009 were immaterial.

2.18 Provisions

Provisions are recognised when: the Group has a present legal or
constructive obligation as a result of past events; it is more likely
than not that an outflow of resources will be required to settle the
obligation; and the amount can be reliably estimated. Provisions are
not recognised for future operating losses.

Provisions are measured at the present value of the best estimate
of the expenditure required to settle the present obligation as at the
balance sheet date.

2.19 Revenue and expense recognition

Revenue comprises the fair value of the consideration received or
receivable for the sale of goods and services, net of value-added tax,
excise tax, rebates and discounts.

Sales of goods

Revenue from the sales of goods is recognised when the Group has
transferred the significant risks and rewards of ownership of the
goods to the buyer; the Group retains neither continuing managerial
involvement to the degree usually associated with ownership nor
effective control over the goods sold; the amount of revenue can be
measured reliably; it is probable that the economic benefits associated
with the transaction will flow to the Group and the costs incurred or
to be incurred in respect of the transaction can be measured reliably.
Revenue is recognised at the moment of delivery dispatch to the
customer for both export and domestic sales.

Sales of services

Sales of services are recognised when the services are rendered, by
reference to completion of the specific transaction assessed on the
basis of the actual service provided as a proportion of the total services
to be provided.

Interest income
Interest income is accrued on a time basis, by reference to the
principal outstanding and the effective interest rate applicable.

Costs of goods sold include variable and fixed manufacturing costs,
costs of goods purchased for resale and royalties paid for the cigarettes
sold.

Distribution expenses include personnel and material costs, and
depreciation and amortisation applicable to the distribution function,
as well as the costs of shipping, advertising, sales promotion, market
research and customer service.

Administrative expenses include personnel costs and overheads as
well as depreciation and amortisation applicable to the administrative
functions.



2.20 Leasing

Leasing je klasifikovén jako operativni leasing, jestliZze podstatna

¢ast rizik a uzitk( vyplyvajicich z vlastnictvi ziistava u pronajimatele.
Splatky uhrazené na zakladé operativniho leasingu se U¢tuji do vykazu
Uplného vysledku rovnomérné po celou dobu trvéani leasingu.

Leasing pozemkd, budov a zafizenf, pfi némz na Skupinu prechazi
podstatna ¢ast rizik a odmén vyplyvajicich z vlastnictvi, je klasifikovan
jako finan¢ni leasing. Skupina nepotizuje dlouhodoby majetek
prostfednictvim finanéniho leasingu.

2.21 Vyplata dividend

Vyplata dividend akcionafim Spole¢nosti se vykazuje v konsolidované
GcCetni zavérce Skupiny jako zévazek v obdobi, ve kterém jsou dividendy
schvéleny akcionéari Spole¢nosti.

3. RIZENI FINANCNICH RIZIK

3.1 Faktory financniho rizika

Z ¢innosti Skupiny vyplyva fada finan¢nich rizik: trzni riziko, Gvérové
riziko a riziko likvidity. Trzni riziko a riziko likvidity je fizené centralnim
oddé&lenim Treasury skupiny PMI. Uvérové riziko je Fizeno primarné
Skupinou. PMI Treasury identifikuje, ocefiuje a zajistuje finan¢nf
riziko v Uzké spolupraci se Skupinou. Rizenf rizik provadi centralni
oddéleni Treasury skupiny PMI v souladu s pravidly schvalenymi
predstavenstvem Skupiny, kterd vychazi z PMI politik fizeni finan¢niho
rizika.

a) Trini riziko

Skupina plsobi na mezinarodnim trhu a je vystavena ménovému riziku
vztahujicimu se k rGznym ménam. Ménové riziko vyplyva zejména

z titulu budoucich nakupl a pohledavek a zavazk( v cizich ménach.
Pro fizeni ménového rizika Skupina pfilezitostné nakupuje ménové
opce prostfednictvim PMI Treasury v Lausanne, o kterych Gctuje jako
o zajistovacich finanénich derivéatech. V letech 2010 a 2009 Skupina
neméla Zadné ménové opce.

Rozdéleni finan¢nich aktiv podle mén (v milionech K¢&):

2.20 Leases

Leases under which a significant portion of the risks and benefits

of ownership are effectively retained by the lessor are classified as
operating leases. Payments made under operating leases are charged
to the statement of comprehensive income on a straight-line basis over
the period of the lease.

Leases of property, plant and equipment where the Group has substantially
all the risks and rewards of ownership are classified as finance leases. The
Group does not acquire its operating assets via finance leases.

2.21 Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as

a liability in the Group’s consolidated financial statements in the period
in which the dividends are approved by the Company’s shareholders.

3. FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group's activities expose it to a variety of financial risks: market
risk, credit risk and liquidity risk. Market and liquidity risks are
managed under approved policies by a central Treasury group of

PMI. Credit risk is managed primarily by the Group. PMI Treasury
identifies, evaluates and hedges financial risks in close co-operation
with the Group’s operating units. The Board of Directors provides
written principles for overall risk management, which are based on PMI
financial risk management policies.

a) Market risk

The Group operates internationally and is exposed to foreign exchange
risk arising from various currency exposures. Foreign exchange risk
arises from future purchase and sale transactions and assets and
liabilities recognised in foreign currencies. To hedge part of this
exposure, the Group occasionally uses currency option derivative
instruments, transacted with PMI Treasury. There were no currency
options used in 2010 and 2009.

The split of financial assets by currencies is as follows (in CZK million):

Carrying amount as at

December 31, 2010 CZK EUR uUsbD Other Total
Ugetni hodnota Receivables from third
k 31.12. 2010 CZK EUR USD  Ostatni  Celkem parties — domestic 1150 115 - - 1265
Pohledévky za tretimi Receivables from third
stranami — domacf 1150 115 0 0 1265 parties — foreign 1 - - - 1
Pohledévky za tretimi Receivables from PMI
stranami — zahrani¢nf 1 0 0 0 1 entities 28 339 3 - 370
Pohledavky Cash at banks 21 4 - - 25
za spole¢nostmi 0On demand deposi

f posits

skupiny PMI 28 339 3 0 370 yith related parties 6 840 235 - - 705
Uety v bance 2l 4 0 0 25 Total 8 040 693 3 - 8736
Kratkodobé pujcky
spfiznéné strané 6 840 235 0 7 075
Celkem 8 040 693 3 0 8736 Carrying amount as at

December 31, 2009 CZK EUR usD Other Total
Ugetni hodnota Receivables from third
k 31. 12. 2009 CZK EUR usbD Ostatni  Celkem parties — domestic 985 195 - - 1180
Pohledévky za tretimi Receivables from third
stranami — domaci 985 195 0 0 1180 parties — foreign 3 - - - 3
Pohledavky za tretimi Receivables from PMI
stranami — zahrani¢ni 3 0 0 0 3 entities 7 297 - 1 305
Pohledévky Cash at banks 7 - - 13
za spole¢nostmi On demand deposi

g posits

skupiny PMI / 297 0 L 305 yiith related parties 5 884 102 - - 598
Uety v bance 6 / 0 0 13 Total 6 885 601 - 1 7487
Kratkodobé pajcky
spfiznéné strané 5884 102 0 0 5986
Celkem 6 885 601 0 1 7 487
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Rozdéleni finanénich zavazkd podle mén (v milionech K¢):

Ugetni hodnota

Consolidated financial results

The split of financial liabilities by currencies is as follows (in CZK million):

Carrying amount as at

k 31. 12. 2010 CZK EUR uUsD CHF Ostatni Celkem December 31, 2010 CZK EUR uUsD CHF  Other Total
Zavazky tretim Payables to third
strandm — domdci 229 53 0 0 0 282 parties — domestic 229 53 - - - 282
Zavazky tretim Payables to third
strandm — zahrani¢ni 7 107 15 2 10 141 parties — foreign 7 107 15 2 10 141
Zéavazky Payables to PMI
spoleﬁnostem entities - 217 49 67 9 342
skupiny PMI 0 217 49 67 9 342 Total 236 377 64 69 19 765
Celkem 236 377 64 69 19 765
Ugetni hodnota Carrying amount as at
k 31. 12. 2009 CZK EUR uUsb CHF Ostatni Celkem December 31, 2009 CZK EUR uUsb CHF  Other Total
Zavazky tretim Payables to third
strandm — domacf 309 65 0 0 0 374 parties — domestic 309 65 - - - 374
Zévazky tretim Payables to third
strandam — zahrani¢ni 7 134 21 3 8 173 parties — foreign 7 134 21 3 8 173
Zavazky Payables to PMI
spoleénostem entities - 166 54 22 9 251
Skl,.lpll’]y PMI 0 166 54 22 9 251 Borrowings 11 . . . R 1
POjCky 1 0 0 0 0 1 rotal 327 365 75 25 17 809
Celkem 327 365 75 25 17 809

Analyzy citlivosti Sensitivity analysis

Citlivost na zmény ménového kurzu

Skupina je vystavena mé&novému riziku vyplyvajicimu zejména

z transakci se spole¢nostmi se sidlem v Evropské unii a se
spole¢nostmi skupiny PMI se sidlem ve Svycarsku. Nejvyznamngjsimi
meénami jsou euro a americky dolar. Ménové riziko je hodnoceno

ve vztahu k funkéni méné Spolecnosti (Ceska koruna) k rozvahovému
dni, kdy jsou pohledavky a zévazky vedené v cizi méné prepocteny

na ¢eské koruny kurzem Ceské narodni banky.

Analyza citlivosti zahrnuje pouze neuhrazena finanéni aktiva a zavazky
denominované v cizich ménach a méfi dopad z prepoctu téchto polozek
k rozvahovému dni kurzem Ceské narodni banky k 31. 12. 2010.
Skupina povazuje mozny pohyb ménovych kurzi vici Ceské koruné

v nasledujicim obdobi +5 % (zhodnoceni ¢eské koruny) a -5 %
(znehodnoceni ¢eské koruny).

Analyza citlivosti na zmény kurzu je pfipravena po jednotlivych ménach
za predpokladu, Ze kurzy ostatnich mén jsou beze zmény.

Nésledujici tabulka predstavuje mozny dopad na zisk pfed zdanénim
pfi ocekavaném posileni (+5 %) nebo oslabeni (-5 %) Ceské koruny vigi
cizim ménam (v milionech K¢):

Sensitivity to exchange rates

The Group is exposed to the foreign currency risk arising from
transactions performed mainly with companies in the European Union
and PMI Swiss subsidiaries. The common currencies used by the
Group are EUR and USD. The foreign currency risk is measured against
the functional currency of the Company (CZK) as at the balance sheet
date, when the financial assets and liabilities denominated in foreign
currencies are recalculated to the CZK by applying the Czech National
Bank exchange rate.

The sensitivity analysis considers only unpaid financial assets and
liabilities denominated in foreign currencies and it measures the
impact from recalculation of these items as at the balance sheet date
by using exchange rates published by the Czech National Bank as at
December 31, 2010. The Group considers the movements of exchange
rates against the CZK in the following period of +5% (appreciation of
CZK) and -5% (depreciation of CZK) as possible.

The sensitivity analysis on exchange rate changes is prepared by
individual currencies on the presumption that there is no movement in
the exchange rates of other currencies.

The following table presents the impact on profit before tax of an
appreciation (+5%) or depreciation (-5%) of the CZK to foreign
currencies (in CZK million):

2010 -5% znehodnoceni CZK 2010 CZK depreciation by 5%

Ména EUR usb Currency EUR usb

ZvySeni (+) / snizeni (-) zisku 1 -3 Increase / (decrease) in profit or loss 1 (3)
+5% zhodnoceni CZK CZK appreciation by 5%

Ména EUR usbD Currency EUR usb

Zvyeni (+) / snizeni (-) zisku -1 3 Increase / (decrease) in profit or loss (1) 3

2009 -20% znehodnoceni CZK 2009 CZK depreciation by 20%

Ména EUR usbD Currency EUR usbD

ZvySeni (+) / snizenf (-) zisku -3 -15 Increase / (decrease) in profit or loss 3) (15)
+20% zhodnoceni CZK CZK appreciation by 20%

Ména EUR usD Currency EUR usbD

ZvySeni (+) / snizeni (-) zisku 3 15 Increase / (decrease) in profit or loss 3 15
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Citlivost na zmény urokové sazby

Skupina je vystavena urokovému riziku zejména v souvislosti

s poskytovanim kratkodobych plijéek se stanovenou dobou splatnosti

a kratkodobych pajcek splatnych na pozadani spolecnosti ve skupiné
PMI. Skupina pfedpokladd mozny pohyb vynosové kFivky v nasledujicim
obdobi +100/-10 bazickych bodd.

Pro poskytnuté kratkodobé pUljcky a kratkodobé pijcky splatné

na pozadani poskytnuté spole¢nosti ve skupiné PMI je dopad na zisk pred
zdanénim stanoven na zakladé specifikované zmény Urokové sazby, ktera
by nastala na zacatku Ucetniho obdobi a za pfedpokladu, Ze by nedo$lo

k Zadné jiné zméné Urokovych sazeb v pribéhu celého tcetniho obdobi.
Ostatni financ¢ni aktiva a zavazky nejsou povazovany za Grokové citlivé.

Nésledujici tabulka predstavuje mozny dopad na zisk pfed zdanénim
pfi oCekavaném narlstu (+100 bazickych bodil) nebo poklesu
(-10 bazickych bodU) trokovych sazeb (v milionech K¢&):

Narast drokové miry Pokles trokové miry

Sensitivity to interest rates

The Group is exposed to interest rate risk mainly in relation to
short-term borrowings and short-term on-demand deposits with PMI
companies. The Group assumes the possible movements of the yield
curve in the following period by +100/-10 basis points.

For short-term loan receivables and short-term on-demand deposits
with PMI companies, the impact on profit and loss before tax is
determined on the basis of a defined change in the interest rate, which
would have arisen at the beginning of the accounting period and based
on the assumption that no other changes in the interest rate occurred
during the entire accounting period. Other financial assets and
liabilities are not considered to be sensitive to interest rate movements.

The following table presents the possible impact on profit and loss
before tax of an expected increase (+100 basis points) or decrease
(-10 basis points) of interest rates (in CZK million):

Interest rate increased by Interest rate decreased by

2010 0 100 baz. bodu 0 10 baz. bodu 2010 100 basis points 10 basis points
ZvySeni (+) / snizeni (-) zisku 70 -8 Increase / (decrease)
in profit or loss 70 -8
Narust trokové miry Pokles trokové miry
2009 0 100 baz. bodu 0 50 baz. bodu Interest rate incrgaseq by Interest rate decrgaseq by
Zvysent (+) / snizent (-) zisku 59 29 2009 100 basis points 50 basis points
Increase / (decrease)
in profit or loss 59 (29)

b)  Uvérové riziko

Skupina mé stanovena pravidla, ktera zajistuji, Ze prodej vyrobkd

a zboZi s odloZenou splatnosti je realizovan pouze s odbérateli, ktefi
splfuji podminky pro Gvérovy prodej a maji pfislusnou Gvérovou
historii.

Vyraznou podporu v této oblasti poskytuji Skupiné odbornici z PMI
Treasury v Lausanne. Kromé PMI Treasury Skupina vyuziva k analyze
protistran také sluzeb externich ratingovych agentur.

Ptipadnéa platebni neschopnost odbératele mlze vést k bezprostiednim
ztratdm s nezéddoucim vlivem na hospodareni Skupiny. Z tohoto
ddvodu podléhéa schvalovani obchodnich aktivit s novymi odbérateli
standardizovanym postupm pfislusnych oddéleni Skupiny.
AngaZovanost Skupiny vici odbérateldim je fizena také prostfednictvim
stanoveni Gvérovych limitd. Vy3e téchto limitl je pravidelné
monitorovéna a vyhodnocovéna.

Soucasti fizeni Gvérového rizika je aktivni sprava a fizeni pohledavek,
kde se ke snizeni rizik pouZivaji standardni nastroje finanénich trha,
jako jsou bankovni zaruky a platby pfedem.

Zajisténi pobleddvek

Pohledavky z obchodnich vztah( jsou rozdéleny z hlediska strategie
zajisténi na pohledavky za tuzemskymi odbérateli, zahrani¢nimi
odbérateli a spole¢nostmi skupiny PMI.

K zajisténi pohledéavek za tuzemskymi odbérateli jsou v ur€itych
pfipadech vyuzivany bankovni zaruky. Povinnym preventivnim
nastrojem v pisemném smluvnim vztahu je sankéni Grok z prodlenf
Uhrad. Pohledavky z obchodnich vztah( za tuzemskymi odbérateli jsou
rozdéleny do dvou skupin: pohledavky zajisténé bankovnimi zarukami
a nezajisténé pohledavky za odbérateli, ktefi splfiuji podminky
poskytnuti nezajisténého uvéru. VySe nezajisténého Uvéru zavisi

na celkovém a finan¢nim hodnoceni kazdého odbératele v€etné vyuZziti
externiho hodnoceni ratingovych agentur.

Pohledéavky z obchodnich vztah( se zahrani¢nimi odbérateli jsou
¢astecné zajistény bankovnimi zarukami.

Pohledavky z obchodnich vztahi za spole¢nostmi skupiny PMI jsou
povaZovany za malo rizikové, a proto nejsou zajisténé.

b)  Credit risk

The Group has policies in place to ensure that sales of products and
merchandise on credit are made to customers who meet the Group’s
criteria for credit eligibility and have adequate credit history.

Considerable support in this area is provided by PMI Treasury
specialists. Apart from PMI Treasury, the Group also uses the services
of external rating agencies for counterparty analysis.

The financial insolvency of a counterparty may result in immediate
losses to the Group with an adverse impact on the Group’s financial
position. Therefore, the acceptance of new business is reliant on
standard approval controls and procedures through the relevant
departments of the Group. The Group’s involvement with counterparties
is managed by means of credit limits that are monitored and re-
evaluated on a regular basis.

Active administration and management of receivables is incorporated
into the credit risk management process and standard financial market
instruments such as bank guarantees and advance payments are used
to reduce the risks.

Receivables security

With respect to the security strategy of trade receivables, trade
receivables are separated into receivables from domestic customers,
foreign customers and PMI entities.

Bank guarantees, in certain cases, are used to secure receivables
from domestic credit customers. Penalty interest on late payments is
a compulsory preventative instrument for all contractual relationships.
Trade receivables from domestic credit customers are divided into
two groups: receivables secured by bank guarantees and unsecured
receivables from customers eligible for unsecured credit. Unsecured
credit is based on an overall and financial assessment of each
individual customer including usage of external rating agencies.

Trade receivables from third party foreign customers are partially
secured by bank guarantees.

Trade receivables from PMI entities are considered as low-risk
receivables by the Group, and are therefore unsecured.
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Maximdlni expozice viii tivérovému riziku
Maximalni expozice vici Gvérovému riziku souvisejici s obchodni
¢innosti a poskytnutymi obchodnimi Gvéry odbérateldm se rovna brutto
Gc¢etni hodnoté vySe uvedenych finan¢nich aktiv snizené o pfipadné
ztraty ze snizeni hodnoty.

Consolidated financial results

Maximum exposure to credit risk

The maximum exposure to credit risk in the case of activities
connected to business operations and trade credits rendered to

customers is calculated as the gross carrying amount of the above-
mentioned financial assets less any impairment losses.

Ucetni hodnota Neznehodnocena  Neznehodnocena Carrying amount as at Unimpaired Unimpaired

k 31. 12. 2010 finanéni aktiva finan¢ni aktiva December 31, 2010 financial assets financial assets

(v milionech Kg¢) do splatnosti po splatnosti Celkem (CZK million) not yet due past due Total
Pohledévky za tretimi Receivables from third

stranami — domaci 1238 27 1265 parties — domestic 1238 27 1265
Pohledavky za tretimi Receivables from third

stranami — zahrani¢nf 1 0 1 parties — foreign 1 - 1
Pohledavky Receivables from PMI

za spolecnostmi entities 369 1 370
skupiny PMI 369 1 370 Cash at banks o5 B o5
Ucty v bance 25 0 25 On demand deposits

Kratkodobé pujcky with related parties 7075 - 7 075
spfiznéné strané 7 075 0 7 075 Total 8708 28 8736
Celkem 8708 28 8736

Ugetni hodnota Neznehodnocena  Neznehodnocena Carrying amount as at Unimpaired Unimpaired

k 31. 12. 2009 finanéni aktiva finanéni aktiva December 31, 2009 financial assets financial assets

(v milionech Kg¢) do splatnosti po splatnosti Celkem (CZK million) not yet due past due Total
Pohledévky za tretimi Receivables from third

stranami — domaci 1180 0 1180 parties — domestic 1180 - 1180
Pohledévky za tretimi Receivables from third

stranami — zahrani¢nf 3 0 3 parties — foreign 3 - 3
Pohledavky Receivables from PMI

za spoleénostmi entities 295 10 305
skupiny PMI 295 10 305 Cash at banks 13 B 13
Ucty v bance 13 0 13 On demand deposits

Kratkodobé pujcky with related parties 5986 - 5986
spfiznéné strané 5986 0 5986 Total 7477 10 7 487
Celkem 7 477 10 7 487

Koncentrace tivérového rizika
Skupina sleduje koncentraci Gvérového rizika podle odbytovych regiond.

Rozdéleni obchodnich pohledavek podle odbytovych regiond:

Ugetni hodnota

Credit risk concentration
The Group monitors the concentration of credit risk by distribution regions.

Classification of trade receivables by distribution regions:

Carrying amount as at

k 31. 12. 2010 Ceska Slovenska December 31, 2010 Czech Slovak

(v milionech K¢) republika republika Ostatni Celkem (CZK million) Republic Republic Other Total
Pohledévky za tretimi Receivables from third

stranami — domaci 1150 115 0 1265 parties — domestic 1150 115 - 1265
Pohledévky za tretimi Receivables from third

stranami — zahrani¢n{ 0 0 1 1 parties — foreign - - 1 1
Pohledavky Receivables from PMI

za spole¢nostmi skupiny entities - - 370 370
PMI 0 0 370 370 Yotal 1150 115 371 1636
Celkem 1150 115 371 1636

Ugetni hodnota . Carrying amount as at

k 31. 12. 2009 Ceska Slovenska December 31, 2009 Czech Slovak

(v milionech K¢) republika republika Ostatni Celkem (CZK million) Republic Republic Other Total
Pohledavky za tretimi Receivables from third

stranami — domaci 985 195 0 1180 parties — domestic 985 195 - 1180
Pohledévky za tretimi Receivables from third

stranami — zahrani¢n{ 0 0 3 3 parties — foreign - - 3 3
Pohledavky Receivables from PMI

za spole¢nostmi skupiny entities - - 305 305
PMI 0 0 305 305 otal 985 195 308 1488
Celkem 985 195 308 1488
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Credit quality of financial assets not yet due and not impaired

The Group uses the following criteria when setting ratings of financial

assets that are not yet due and are not impaired.

e Solvency class 1 includes receivables from third parties secured by
bank guarantees for which there is no objective evidence indicating
impairment.

e Solvency class 2 includes receivables that are unsecured trade
receivables from third parties for which there is no objective evidence
indicating impairment.

e Receivables from and on-demand deposits with PMI entities are
classified according to Standard & Poor’s rating of PMI. In 2010, the
S&P rating was A (2009: A).

e Cash with banks is classified according to Moody’s Long-term

Uvérovd bonita finanénich aktiv, kterd nejsou po splatnosti ani

znehodnocena

P¥i stanoveni ratingu finanCnich aktiv, kterd nejsou po splatnosti ani

znehodnocena, pouzivéd Skupina nasledujici kritéria:

o Ve tfidé bonity 1 jsou zafazeny pohledavky viici odbératelim
zajisténé bankovnimi zarukami, u nichZ neexistuje Zadny objektivni
dikaz, ktery by signalizoval mozné sniZeni jejich hodnoty.

e Ve tfidé bonity 2 jsou zafazeny nezajisténé pohledévky z obchodnich
vztah(l za odbérateli, u kterych neexistuje Zadny objektivni dlikaz,
ktery by signalizoval mozné snizeni jejich hodnoty.

o Pohledavky za spole¢nostmi PMI a kratkodobé plijcky splatné na pozadani
poskytnuté v rdmci skupiny PMI jsou v roce 2010 zafazeny do skupiny
s hodnocenim A podle PMI ratingu Standard & Poor’s (2009: A).

e Hotovost v bankach je zafazena podle hodnoceni dlouhodobych
depozit prostfednictvim agentury Moody’s. Jako banky a finan¢nf
instituce pouzivané Skupinou jsou akceptovany pouze ty
s hodnocenim A1l nebo vice (2009: Al).

Deposit rating. For banks and financial institutions, only
independently-rated parties with a minimum rating of A1 (2009:
Al) are accepted.

Moody’s Moody’s
Stav Standard rating Balance as at Standard Long-term
k 31. 12. 2010 & Poor‘s dlouhodobych December 31, & Poor's Deposit
(v milionech K&) Bonital Bonita2 rating (A)  depozit (A1) Celkem 2010 Solvency  Solvency Ratings rating
Pohledavky (CZK million) class 1 class 2 (A) (A1) Total
za tretimi Receivables from
stranami — third parties —
doméci 1071 167 0 0 1238 domestic 1071 167 - - 1238
Pohledéavky Receivables from
za tretimi third parties —
stranami - foreign - 1 - - 1
zahranic¢ni 0 1 0 0 1 Receivables from
Pohledéavky PMI entities - - 369 - 369
za spole¢nostmi B . R
skupiny PMI 0 0 369 0 39  _tashatbanks 2 =
P~ On demand
Ucty v bance 0 0 0 25 25 deposits with
Krétkodobé related parties - - 7075 - 7 075
paicky Total 1071 168 7 444 25 8708
spriznéné
strané 0 0 7075 0 7075
Celkem 1071 168 7 444 25 8708

Moody’s Balance as at Standard Moody’s
Stav Standard rating December 31, & Poor's  Long-term
k 31. 12. 2009 & Poor‘s dlouhodobych 2009 Solvency Solvency Ratings Deposit
(v milionech K&) Bonital Bonita2 rating (A)  depozit (A1) Celkem (CZK million) class 1 class 2 (A) rating (A1) Total
Pohledavky Receivables
za tretimi from third
stranami — parties —
domacf 1021 159 0 0 1180 domestic 1021 159 - - 1180
Pohledavky Receivables
za tretimi from third
stranami - parties — foreign - 3 - - g
zahrani¢ni 0 3 0 0 3 Receivables
Pohledavky from PMI
za spole¢nostmi entities - - 295 - 295
skupiny PMI 0 0 295 0 295 Cash at banks B . . 13 13
Uty v bance 0 0 0 13 13 On demand
Kratkodobé deposits with
pljcky related parties - - 5986 - 5986
spfiznéné
strans 0 0 5986 0 5986 Total 1021 162 6 281 13 7 477
Celkem 1021 162 6 281 13 7 477

Philip Morris CR a.s.

Annual Report 2010

41



Konsolidované finanéni vysledky

Utetni hodnota finanénich aktiv po splatnosti, kterd nejsou
znehodnocena

0Od data splatnosti uplynulo

Consolidated financial results

Carrying amount of financial assets past due but not impaired

Months past due

Balance as at

Stav k 31. 12. 2010 Do 1-3 Vice nes Decemb_elj 31, 2010 Less than 1-3 More than
(v milionech K¢) 1 mésice mésice 3 mésice Celkem (CZK million) 1 month months 3 months Total
Pohledavky za tietimi Receivables from .
stranami — doméci 27 0 0 27 third parties — domestic 27 - - 27
Pohledavky Receivables from PMI
za spole¢nostmi entities 1 N - 1
skupiny PMI 1 0 0 1 Total 28 - R 28
Total 28 0 0 28

0Od data splatnosti uplynulo Months past due
Stav k 31. 12. 2009 Do 1-3 Vice nez Balance as at
(v milionech K¢) 1 mésice mésice 3 mésice Celkem December 31, 2009 Less than 1-3 More than
Pohledavky (CZK million) 1 month months 3 months Total
za spole¢nostmi Receivables from PMI
skupiny PMI 4 2 4 10 entities 4 2 4 10
Total 4 2 4 10 Total 4 2 4 10

¢)  Riziko likvidity

Obezfetné Fizeni rizika likvidity predpoklada udrZzovéani dostate¢né
Grovné hotovosti. Rizenf likvidity Skupiny provadi centralné oddélen{
PMI Treasury v Lausanne prostfednictvim domdciho a mezinarodniho
systému ,,cash pool“. V souladu s pravidly PMI pfipravuje Skupina
tydenni vyhled penéZniho toku na nasledujici mésic a mési¢ni vyhled
penézniho toku na nasledujicich 12 mésicd.

Analyza splatnosti smluvnich nediskontovanych penéznich tokt

¢)  Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash.
Liquidity of the Group is managed and controlled by the central PMI
Treasury group via domestic and international Cash pool arrangements.
Based on PMI policies, the Group prepares a weekly cash flow
projection for the following month and monthly cash flow projections
for the following 12 months.

Contractual maturity analysis (undiscounted amounts)

Stav k 31. 12. 2010 (v milionech Kg¢) Do 3 mésicu Balance as at December 31, 2010 (in CZK million) Less than 3 months
Zavazky z obchodnich vztah( vici tfetim stranam Trade payables to third parties and PMI entities 754
a spole¢nostem skupiny PMI 754 Dividend payable 3
Nevybrané dividendy 8
Balance as at December 31, 2009 (in CZK million) Less than 3 months
Stav k 31. 12. 2009 (v milionech K&) Do 3 mésicu Trade payables to third parties and PMI entities 789
Zéavazky z obchodnich vztaht vi¢i tretim strandm Dividend payable 9
a spole¢nostem skupiny PMI 789 -
— Borrowings 11
Nevybrané dividendy 9
Pajcky 11

3.2 Rizeni kapitalu

Cilem Skupiny pfi fizeni kapitalu je zajiSténi nepfetrzité innosti

s cilem poskytovat akcionaflim navratnost vloZzenych prostiedk.

K udrzeni nebo Gpravé kapitalové struktury Skupina mlze upravit
vysi dividendy, vydat nové akcie nebo prodat svilj majetek za tcelem
sniZeni dluhu.

3.3 Odhad realné hodnoty

Reéalna hodnota finanénich néstroji obchodovanych na aktivnich

trzich je stanovena na zékladé kétovanych trznich cen platnych

k rozvahovému dni. Pro stanoveni redlné hodnoty finanénich néstroju,
které nejsou obchodovény na aktivnim trhu, se pouzivaji techniky
ocerovani. Skupina ¢ini pfedpoklady, pfi nichZ vychazi z trznich
podminek existujicich ke kazdému rozvahovému dni. Z(statkova
hodnota kratkodobych finanénich aktiv a kratkodobych finanénich pasiv
se bliZi jejich realné hodnoté.
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3.2 Capital management

The Group’s objectives when managing capital are to safeguard the
Group's ability to continue as a going concern in order to provide
returns for shareholders. In order to maintain or adjust the capital
structure, the Group may adjust the amount of dividends paid to
shareholders, issue new shares or sell assets to reduce debt.

3.3 Fair value estimation

The fair value of financial instruments traded in active markets is
based on quoted market prices as at the balance sheet date. The

fair value of financial instruments that are not traded in an active
market is determined by using valuation techniques. The Group makes
assumptions that are based on market conditions existing as at each
balance sheet date. The carrying amounts of current financial assets
and financial liabilities are assumed to approximate their fair values.



4. INFORMACE O SEGMENTECH

Provoznim segmentem je slozka podniku, ktera generuje vynosy

a které vznikaji naklady a jejiz finanéni vysledky jsou pravidelné
vyhodnocovéany subjektem s rozhodovaci pravomoci za ticelem alokace
zdrojd a posouzeni vykonnosti. Jako subjekt s rozhodovaci pravomoci
byl identifikovan management tym Skupiny (viz. bod 2.5).

Management tym Skupiny sleduje vykonnost Skupiny na zakladé
geografickych oblasti pokrytych Cinnosti Skupiny. Segmenty Skupiny
jsou Ceska republika, Slovenska republika a ostatni zemé.

Management tym Skupiny analyzuje provozni zisk za G¢elem
posouzeni vykonnosti segmentu a alokace zdrojl. Provozni zisk pro
Ucely vykazovani segmentl nezahrnuje néklady alokované matefskou
spole¢nosti, kurzové rozdily a ostatni nealokovatelné néklady a vynosy.
Urokovy vynos, trokovy naklad a rezerva na dafi z p¥ijma jsou Fizené
centralng, tudiz tyto polozky nejsou vykazovany podle segment,
protoZe nejsou pravidelné poskytovany management tymu Skupiny
podle segmentd.

Informace o celkovych aktivech po segmentech nejsou uvedeny, jelikoz

s témito informacemi management tym Skupiny nepracuje a ani mu
nejsou predkladany.

Vysledky segmentll za rok konéici 31. 12. 2010 maji tuto strukturu:

Ceskd  Slovenska Ostatni

(v milionech Kg¢) republika republika zemé Celkem
Hrubé trzby 7 000 1966 3845 12 811
Mezisegmentové trzby -1 409 0 0 -1 409
Externf trzby 5591 1 966 3845 11 402
ManaZersky hruby zisk 4007 1318 932 6257
ManaZersky provozni

zisk 2 457 613 241 3311

Vysledky segmentll za rok konéici 31. 12. 2009 maji tuto strukturu:

Ceskd  Slovenska Ostatni

(v milionech Kg¢) republika republika zemé Celkem
Hrubé trzby 6642 2007 3735 12 384
Mezisegmentové trzby -694 0 0 -694
Externi trzby 5948 2007 3735 11 690
Manazersky hruby zisk 4242 1265 1045 6 552
Manazersky provozni

zisk 2 597 540 365 3 502

Odsouhlaseni manazerského hrubého zisku na celkovy hruby zisk je
nasledujici:

4. SEGMENT REPORTING

An operating segment is a component of an entity that earns revenues
and incurs expenses and whose financial results are regularly reviewed
by the Group’s chief operating decision-maker to make decisions
about the allocation of resources and assessment of performance.

The chief operating decision-maker has been identified as the Group’s
management team (see Note 2.5).

The Group management team monitors performance of the Group with
reference to the geographical areas covered by the Group’s operations.
The Group’s reportable segments are the Czech Republic, Slovak
Republic and other countries.

The Group management team reviews profit from operation to evaluate
segment performance and allocate resources. Profit from operation

for the segments reporting excludes corporate expenses and other
non-allocated income/expenses. Interest income, interest expense
and provision for income taxes are centrally managed and accordingly
such items are not presented by segment since they are not regularly
provided by segment to the Group management team.

Information about total assets by segment is not disclosed because
such information is not reported to or used by Group management
team.

The segment results for the period ended December 31, 2010 are as
follows:

Czech Slovak Other

(in CZK million) Republic Republic countries Total
Total gross segment

revenues 7 000 1966 3845 12811
Inter-segment revenues (1409) - - (1 409)
External revenues 5591 1 966 3845 11 402
Management gross

profit 4007 1318 932 6257
Management profit

from operation 2 457 613 241 3311

The segment results for the period ended December 31, 2009 are as
follows:

Czech Slovak Other

(in CZK million) Republic Republic countries Total
Total gross segment

revenues 6642 2 007 3735 12 384
Inter-segment revenues (694) - - (694)
External revenues 5948 2007 3735 11 690
Management gross

profit 4242 1265 1045 6 552
Management profit

from operation 2597 540 365 3502

A reconciliation of management gross profit to total gross profit is
provided as follows:

(v milionech K¢) 31.12. 2010 31.12. 2009 (in CZK million) December 31, 2010 December 31, 2009
Manazersky hruby zisk 6 257 6 552 Management gross profit 6 257 6 552
Licenéni poplatky -435 -374 Royalties (435) (374)
Fixni vyrobni naklady -938 -886 Fixed manufacturing expenses (938) (886)
Hruby zisk 4 884 5292 Gross profit 4 884 5292

Licen¢ni poplatky a fixni vyrobni naklady jsou pro Gc€ely analyzy
management tymem Skupiny vyjmuty z manazerského hrubého zisku
a jsou obsaZeny v manaZerském provoznim zisku.

Royalties and Fixed manufacturing expenses are for the purpose of
Group management team review excluded from management gross
profit, but these amounts are deducted when determining management
profit from operations.
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Odsouhlaseni manazerského provozniho zisku na celkovy zisk pred

zdanénim je nasledujici:

Consolidated financial results

A reconciliation of management profit from operation to total profit
before income tax is provided as follows:

(v milionech K¢) 31. 12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009

Manazersky provozni zisk 3311 3502 Management profit from

Naklady alokované operation 3311 3502

matetskou spole¢nosti -355 -376 Corporate expenses (355) (376)

Ostatni vynosy, Cisté -10 20 Other operating income /

Urokové vynosy 29 60 (expense), net (10) 20

Urokové naklady 0 o4 Interest income 29 60

Zisk pred zdanénim 2975 3182  _Interestexpense - (24)
Profit before tax 2975 3182

Odpisy a amortizace zahrnuty v manazZerském provoznim zisku lze
rozdélit do jednotlivych segment( nésledovné:

Depreciation and amortisation included in management profit from
operations allocated to individual segments is as follows:

Ceska Slovenska Czech Slovak Other
(v milionech Kg¢) republika republika  Ostatni zemé Celkem (in CZK million) Republic Republic countries Total
2010 178 79 201 458 2010 178 79 201 458
2009 182 76 189 447 2009 182 76 189 447

Trzby vznikaji z prodeje tabakovych vyrobki (vlastni vyrobky nebo zboZzi)
a sluzeb. Analyza trZzeb je néasledujici:

(v milionech Kg¢) 2010 2009
Prodej vyrobkl a zbozi 11 320 11 602
Prodej sluzeb 82 88
Celkem 11 402 11 690

Trzby od zékaznik( nebo skupin zékaznikd pod spolec¢nou

kontrolou prevySujici 10 % celkovych trzeb Skupiny: trzby

ve vy$i 1 192 milionl K¢ (2009: 1 282 milionl K¢&) z prodeje
jednomu zékaznikovi v segmentu Ceskéa republika a trzby ve vysi

3 845 milionl K¢ (2009: 3 735 milionl K&) z prodeje spole¢nostem
ve skupiné PMI v segmentu Ostatni zemé.

Spolegnost sidli v Ceské republice. Hodnota dlouhodobych aktiv
jinych nez odlozena dafiova pohledavka umisté&nych v Ceské republice
je 2 820 milion K& (2009: 2 634 milion K&) a hodnota téchto
aktiv umisténych ve Slovenské republice je 38 milion K& (2009:

38 miliond Kg).
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Revenues from external customers are derived from sales of tobacco
products (finished goods or merchandise) and services. Breakdown of
the revenues is as follows:

(in CZK million) 2010 2009
Sales of finished goods

and merchandise 11 320 11 602
Sales of services 82 88
Total 11 402 11 690

Revenues from customers or groups of customers under common
control exceeding 10% of the Group’s revenues: revenue of

CZK 1 192 million for 2010 (2009: CZK 1 282 million) derived from
one customer is included in segment Czech Republic and revenue of
CZK 3 845 million (2009: CZK 3 735 million) derived from the PMI
group of companies is included in segment Other countries.

The Company is domiciled in the Czech Republic. The total of non-
current assets other than deferred tax assets located in the Czech
Republic is CZK 2 820 million (2009: CZK 2 634 million) and the
total of these assets located in Slovakia is CZK 38 million (2009:
CZK 38 million).



5. POZEMKY, BUDOVY A ZARIZENI

5. PROPERTY, PLANT AND EQUIPMENT

Dopravni Pofizeni Construc-
Pozemky, prostiedky, aktiv Property, tions in
(v milionech budovy stroje Inventaf a poskytnuté Buildings  Vehicles & progress &
K¢) a stavby  a zafizeni a vybaveni zélohy Celkem & Con- Machinery Furniture Advances
K 1. 1. 2009 (in CZK million) structions Equipment & Fixtures paid Total
Pofizovaci cena 1710 3675 88 177 _ 5650 st 1,
Opréavky
2 snizeni Cost 1710 3675 88 177 5 650
hodnoty -1037 2274 -70 0 -3381 Accumulated
- - depreciation and
Fustatkova 673 1 201 18 177 2269 _impairment (1037)  (2274) (70) - (3381)
- Net carrying
ok Ko amount 673 1401 18 177 2269
T Year ended
nggt?itti%?/lé December 31,
hodnota 673 1401 18 177 2269 2909
o Opening net
Prirtstky 49 528 0 135 712 Carmying amount 673 1401 18 177 2269
Vyrazen -1 4 0 0 5 additions cost 49 508 ; 135 712
Odpisy -84 -328 -4 0 -416 Disposal net
Kurzové rozdily 1 -2 2 0 1 carrying amount (1) 4) - - (5)
Kone¢na Depreciation
zUstatkova charge (84) (328) 4) - (416)
hodnota 638 1595 16 312 2 561
Exchange
K 31. 12. 2009 differences 1 (2) 2 - 1
Porizovaci cena 1747 3984 91 312 6134 Closing net
Oprévky carrying amount 638 1595 16 312 2561
a snizeni As at December 31,
hodnoty -1109 -2 389 -75 0 -3573 2009
Zustatkova Cost 1747 3984 91 312 6134
hodnota 638 1595 16 312 2 561
Accumulated
Rok koncicr depreciation and
31. 12. 2010 impairment (1 109) (2 389) (75) - (3573)
Pocatecni Net carrying
zUstatkova amount 638 1595 16 312 2561
hodnota 638 1 595 16 312 2561
Year ended
Prirdstky 162 554 5 -42 679 December 31,
Vyfazeni 2 56 0 0 5y 2010
- K R - N Opening net
Odpisy o1 335 4 0 =0 ryingamount 638 1595 16 312 2561
Koneéna —
Zistatkové Additions cost 162 554 5 (42) 679
hodnota 707 1758 17 270 2752 Disposal net
K31 12 2010 carrying amount 2) (56) - - (58)
Pofizovaci cena 1871 4305 20 270 6556 Depreciation charge (91) (335) (4) - (430)
. Closing net book
gzgaggl amount 707 1758 17 270 2752
hodnoty -1 164 -2 567 -73 0 -3804 As at December 31,
Zistatkova 2010
hodnota 707 1758 17 270 2752 Cost 1871 4325 90 270 6 556
Accumulated
Najemné za rok 2010 v hodnoté 110 milionél K& (2009: 146 miliondl depreciation and
K¢&) za prondjem sklad(i a kancelafskych prostor, je zahrnuto do vykazu Eqpa"mem (1164) (2567) (73) - (3 804)
Y 4 ‘ et carrying
UpIného vysledku. amount 707 1758 17 270 2752

Veskeré vydaje na pofizeni dlouhodobych aktiv byly financovany
z vlastnich zdroji Skupiny.

Lease rentals amounting to CZK 110 million (2009: CZK 146 million)
relating to the lease of warehousing and office space are included in

profit or loss.

All investments in property, plant & equipment were financed by the
Group’s own resources.
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6. SNIZENI HODNOTY POZEMKU, BUDOV A ZARIZEN{

V roce 2010 a 2009 nebylo vykadzéno zadné snizeni hodnoty
dlouhodobych aktiv.

Consolidated financial results

6. IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT

There was no impairment loss recognized in 2010 and 2009.

7. ZASOBY 7. INVENTORIES
(v milionech K¢) 31.12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009
Material 636 789 Materials 636 789
Nedokoncena vyroba 156 165 Work-in-progress 156 165
Vyrobky 277 320 Finished goods 277 320
Zboz{ 100 59 Merchandise 100 59
Celkem 1169 1333 Total 1169 1333

Pofizovaci naklady na zasoby, bez vyrobni rezie, vykazané ve vykazu
Uplného vysledku roku 2010 jako néklad a zahrnuté v poloZce
Naklady na prodané vyrobky a zboZzi ¢inily 5 054 milion( K&
(2009: 5 054 miliond K¢).

8. POHLEDAVKY Z OBCHODNICH VZTAHU A OSTATNI
AKTIVA

(v milionech K¢) 31.12. 2010 31. 12. 2009
Obchodni a ostatni finanéni

pohledavky:

Treti strany 1266 1183
Spfiznéné strany 370 305
Celkem 1636 1488
Ostatni nefinan¢ni aktiva:

Ostatni aktiva — spotfebni dan 2 845 2114
Placené zalohy 47 26
Ostatni pohledavky 1 18
Celkem 2893 2158

9. PENEZNI PROSTREDKY A PENEZNI EKVIVALENTY

(v milionech K¢&) 31.12. 2010 31.12. 2009

The cost of inventories, excluding allocated overheads, recognised as
expense in 2010 and included in costs of goods sold amounted to
CZK 5 054 million (2009: CZK 5 054 million).

8. TRADE RECEIVABLES AND OTHER ASSETS

(in CZK million) December 31, 2010 December 31, 2009
Trade and other financial

receivables:

Third parties 1266 1183
Related parties 370 305
Total 1636 1488
Other non-financial assets:

Other assets — excise tax 2845 2114
Prepayments 47 26
Other receivables 1 18
Total 2893 2158

9. CASH AND CASH EQUIVALENTS

(in CZK million) December 31, 2010 December 31, 2009

Uety v bance 25 13

Cash at banks 25 13

Kratkodobé pujcky spfiznénym
stranam splatné na pozadani
(viz. bod 27)

7075 5986

Celkem 7 100 5999

Kratkodobé pdjcky splatné na pozadani poskytnuté spfiznénym
stranam predstavuji troené kratkodobé pdjcky. Analyza kratkodobych
pohledévek za spfiznénymi stranami je uvedena v bodé 27.

Penézni prostfedky, penézni ekvivalenty a debetni zlistatky
na bankovnich Gétech pro ucely sestaveni vykazu penéznich tok( jsou
nasledujici:

(v milionech K¢) 31.12. 2010 31. 12. 2009
Penézni prostfedky a penézni

ekvivalenty 7 100 5999
Debetni zUstatky

na bankovnich uctech 0 -11
Penézni prostfedky a penézni

ekvivalenty celkem 7 100 5988
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On-demand deposits with
related parties (Note 27)

Total

5986
5999

7 075
7 100

On-demand deposits are interest bearing loans to related parties — see
Note 27 for the analysis of receivables from related parties.

Cash, cash equivalents and bank overdrafts for the purposes of the
cash flow statement include the following:

(in CZK million) December 31, 2010 December 31, 2009
Cash and cash equivalents 7 100 5999
Bank overdrafts - (11)
Total cash and cash

equivalents 7 100 5988




10. ZAKLADNI KAPITAL

Zakladni kapital Spole¢nosti predstavuje 2 745 386 kust akcif
v nominalni hodnoté 1 000 K¢ a je pIné splacen. V pribéhu
pfedchazejicich dvou let nedoslo k Zadnym zméném v zakladnim
kapitélu a po¢tu nebo druhu akcii.

Zékladni kapital Spole¢nosti je rozvrZen na:

10. SHARE CAPITAL

The Company’s registered capital of 2 745 386 shares has a nominal
value of CZK 1 000 per share and is fully paid. No changes in the
registered capital or the number and type of shares have occurred
during the last two years.

The Company’s registered capital is allocated as follows:

Pocet akcii Hodnota v K¢ Number of shares Value in CZK
Neregistrované kmenové Unregistered ordinary shares
listinné akcie na jméno 831 688 831 688 000 certificated 831 688 831 688 000
Registrované kmenové Registered ordinary shares
zaknihované akcie na jméno 1913 698 1 913 698 000 dematerialised 1913 698 1 913 698 000
Akcie celkem 2 745 386 2 745 386 000 Total ordinary shares 2 745 386 2 745 386 000

V$em akciim pfislusi stejna prava.

Identifikacni oznaceni akcii Spole€nosti podle mezinarodniho systému
Cislovani je ISIN: CSO0008418869.

Akcie Spolec¢nosti jsou pfijaty k obchodovéni na trhu organizovaném
Burzou cennych papiri Praha, a.s. a RM-Systémem, a.s. Vetejnosti
bylo k 31. 12. 2010 drZeno 2 745 386 kus( akcif, z toho 77,6 % bylo
drzeno spole¢nosti Philip Morris Holland Holdings B.V.

Spole¢nost i Dcefind spole¢nost vytvorily zakonny rezervni fond.
Rezervni fond nesmf byt pouzit k rozdélenf akcionaflim, ale mize byt
pouZit k Uhradé ztraty. VySe zdkonného rezervniho fondu Philip Morris
CR a.s. &ini 20 % zakladniho kapitalu Spole&nosti a vy$e zdkonného
rezervniho fondu Dcefiné spole¢nosti ¢ini 10 % jejiho zakladniho
kapitalu (ekvivalent 2 milionl K&).

11. OBCHODNI A FINANCNI ZAVAZKY

The same rights are attached to all shares.

The identification mark of the Company’s shares according to the
international numbering system is ISIN: CS0008418869.

The Company’s shares are admitted for trading on the public market
organised by the Prague Stock Exchange and the RM-S — Czech
Share Trading System. As at December 31, 2010, 2 745 386 shares
were publicly held, out of which 77.6% were held by the company
Philip Morris Holland Holdings B.V.

Both companies of the Group created their statutory reserve fund.

It may not be distributed to shareholders, but may be used to offset
losses. The statutory reserve fund of Philip Morris CR a.s. equals to
20% of the Company’s issued share capital and the statutory reserve
fund of Philip Morris Slovakia s.r.0. equals to 10% of its issued share
capital (equivalent to CZK 2 million).

11. TRADE AND OTHER LIABILITIES

(v milionech K¢) 31. 12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009
Obchodni a ostatni finanéni Trade and other financial

zavazky liabilities

Treti strany 112 246 Third parties 112 246
Ostatni spriznéné strany 342 251 Other related parties 342 251
Dohadné dcty pasivni 303 292 Accrued expenses 303 292
Nevyplacené dividendy 8 9 Dividends payable 8 9
Celkem 765 798 Total 765 798

Nefinanéni zavazky

Other non-financial liabilities

Zavazky vUc¢i zaméstnanciim 122 118 Amounts due to employees 122 118
Zé&vazky ze sociélniho Social security and health

zapezpeéem’ a zdravotniho insurance 42 35
DOVJlISte”' 42 35 Advances received 27 2
Prijaté zalohy 27 2 Deferred revenues 32 16
Vynosy pristich obdobf 32 16 “other payable - 1
Ostatni zavazky 0 1 Total 223 172
Celkem 223 172

Zévazky vyplyvajici z transakci mezi spfiznénymi stranami jsou popsany
v bodé 27.

Trade payables to related parties are disclosed in Note 27.
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12. OSTATNI DANOVE ZAVAZKY

Consolidated financial results

12. OTHER TAX LIABILITIES

(v milionech K¢) 31. 12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009
Dan z pfidané hodnoty 529 545 VAT 529 545
Spotfebni dar 4 852 3123 Excise tax 4 852 3123
Ostatni dané 9 7 Other taxes 9 7
Celkem 5390 3675 Total 5390 3675
13. PUJCKY 13. BORROWINGS

(v milionech K¢) 31. 12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009
Debetni zUstatky Bank overdrafts - 11
na bankovnich uctech 0 11 Total B 11
Celkem 0 11

Primérna Urokova sazba z debetnich zlstatk( na bankovnich Gétech

byla v roce 2009 2,73 % p.a.

14. ODLOZENA DAN Z PRIJMU

OdloZené dariové pohledévky a zavazky jsou vzajemné kompenzovéany,
pokud existuje ze zékona vymahatelné pradvo kompenzace kratkodobych

dariovych pohledavek proti kratkodobym darovym zévazk(im a pokud se
odloZena dan vztahuje ke stejnému finanénimu Gradu.

Kompenzované ¢astky jsou nasledujici:

The average interest rate of the bank overdraft in 2009 was

2.73% p.a.

14. DEFERRED INCOME TAX

Deferred income tax assets and liabilities are offset when there is
a legally enforceable right to offset current tax assets against current
tax liabilities and when the deferred income taxes relate to the same

fiscal authority.

The offset amounts are as follows:

(v milionech Kg¢) 31. 12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009
QOdloZena dariové pohledavka Deferred tax assets not offset 5 5
— nekompenzovana 5 Deferred tax assets 5 5
Odlozena dariova pohledavka 5

Deferred tax assets offset 29 18
OdloZena dariova pohledavka P
= kompenzovans 29 18 Deferred tax I|-ab|l-|t.|es (139) (130)
OdloZeny dafiovy zévazek 139 130 Deferred tax liability net (110) (112)
OdlozZeny Cisty darovy zédvazek -110 -112

Deferred tax assets

. - - - — Deferred tax assets to be
OdloZend dafiova pohledavka recovered within 12 months 28 17
— OdloZené darové pohledavka
P L — Deferred tax asset to be

igcrﬁlgilycaﬁnou realizaci do 28 17 recovered after more than

12 months 6 6
- Og\ogena danovgi po,hleda,vka Total 34 23
s oCekdvanou realizaci za vice
nez 12 mésict 6 6
Celkem 34 23 Deferred tax liabilities

— Deferred tax liabilities to be
Odlozeny dafiovy zivazek settled within 12 months - (12)
~ Odlozeny datovy zavazek — Deferred tax liabilities to
Ktery ma byyt v rovyna’n do ! be settled after more than
1oz Y . qp _l2months (139) (118)
— OdloZeny dariovy zavazek, Total (139) (130)
ktery ma byt vyrovnan za vice
nez 12 mésicu -139 -118
Celkem -139 -130
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Brutto pohyb na G¢tu odloZzené dané z pfijmU je nasledujici:

The gross movement in the deferred income tax is as follows:

(v milionech Kg&) 2010 2009 (in CZK million) 2010 2009
K1.1. -107 -25 January 1 (107) (25)
Zauctovani do vykazu zisku Profit or loss charge 2 (82)
a Ztraty = 82 "December 31 (105) (107)
K 31.12. -105 -107

Zmény odlozenych dafovych pohledévek a zavazk( (pred kompenzaci
zGstatkd v ramci téZe daiiové jurisdikce) v daném obdobi byly
nasledujici:

Zrychlené darové

The movement in deferred tax assets and liabilities during the year,
without taking into consideration the offsetting of balances within the
same tax jurisdiction, is as follows:

Accelerated tax

Odlozeny darnovy zévazek (v milionech K¢) odpisy Deferred tax liabilities (in CZK million) depreciation
K 1. 1.2009 -134 As at January 1, 2009 (134)
Zauctovani do vykazu Uplného vysledku 4 Credit to profit or loss 4
K 31. 12. 2009 -130 As at December 31, 2009 (130)
Zalctovani do vykazu Uplného vysledku -9 Charge to profit or loss 9)
K 31. 12. 2010 -139 As at December 31, 2010 (139)
OdloZena dafiovda  Snizeni . Eliminace Deferred tax Provisions Share-  Unrealised
pohledavka hodnoty Uhrady nerealizova- assets (in CZK for based profit
(v milionech Kg¢) zasob akciemi  ného zisku Ostatni Celkem million) inventories payments elimination Other Total
K 1. 1. 2009 1 5 88 15 109 As at January
Zadgtovanf 1, 2009 1 5 88 15 109
do vykazu Credited/
UpIného vysledku -1 0 -81 -4 -86 (charged) to
K 31. 12. 2009 0 5 7 1 23 profit or loss (1) - (81) (4) (86)
P As at December
Zauctovani
do wkazu 31, 2009 - 5 7 11 23
Uplného vysledku 4 1 3 3 11 Credited/
(charged) to
K 31. 12. 2010 4 6 10 14 34 profit or loss 4 1 3 3 11
As at December
31, 2010 4 6 10 14 34

S Géinnosti od 1. 1. 2009 do$lo v Ceské republice ke zméné sazby
dané z pfijmd na 20 %. S ucinnosti od 1. 1. 2010 poklesla sazba
na 19%.

K 31.12. 2010 byly odloZena dariova pohledédvka (+) a zavazek (-)

v Ceské a Sovenské republice vypoéteny sazbou ve vy&i 19% v souladu
s platnou darovou legislativou.

15. OSTATNI VYNOSY

Ostatni vynosy zahrnuji pfijaté Groky z kratkodobych ptjcek a depozit
poskytnutych spfiznénym stranam (viz. bod 27).

Effective from January 1, 2009, the rate in the Czech Republic was
20%. Effective from January 1, 2010 the rate decreased to 19%.

As at December 31, 2010 and 2009, deferred tax assets (+) and
liabilities (-) in the Czech and Slovak Republic were calculated at 19%
in accordance with the enacted tax legislation.

15. OTHER INCOME

Other income includes interest income received from interest bearing
short-term loans and deposits with related parties — see Note 27.

(v milionech K¢) 2010 2009 (in CZK million) 2010 2009
Prijaté aroky — pGjcky Interest income — loans and

spfiznénym straném 29 60 deposits with related parties 29 60
Celkem 29 60 Total 29 60
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Consolidated financial results

16. DRUHOVE CLENENI NAKLADU - DOPLNUJICI 16. EXPENSES BY NATURE - ADDITIONAL
INFORMACE INFORMATION
(v milionech Kg¢) 2010 2009 (in CZK million) 2010 2009
Zmény stavu zadsob hotovych Changes in inventories of FG
vyrobk( a nedokonc&ené vyroby -1 263 61 and WIP (1263) 61
Aktivace -9 -1 On work capitalized 9) (1)
Spotfeba materialu a energie 6 295 5026 Raw materials and
Sluzby 1779 1843 consumables used 6295 5026
Naklady na zaméstnance Services 1779 1843
a zaméstnanecké pozitky 1047 986 Employee benefits expense 1047 986
Odpisy a amortizace 458 447 Depreciation and amortisation 458 447
Ostatnf 139 195 Other 139 195
Naklady na prodané Costs of goods sold,
vyrobky a zbozi, odbytové distribution and
a administrativni naklady 8 446 8 557 administrative expenses 8 446 8 557
17. NAKLADY NA ZAMESTNANCE A ZAMESTNANECKE 17. EMPLOYEE BENEFITS EXPENSE
POZITKY
(in CZK million) 2010 2009
(v milionech Kg&) 2010 2009 Wages and salaries, including termination benefits
- PRI - - CZK 38 million (2009: CZK 32 million) 756 721
Mzdové naklady véetné nékladl souvisejicich - - -
s ukonenim pracovniho poméru ve vysi 38 miliont K¢ Social security and health insurance 107 87
(2009: 32 miliond K¢) 756 721 Pension costs — defined contribution plans 144 140
Naklady na socidlni zabezpeceni a zdravotni pojistén{ 107 87 Other employee-related costs 40 38
Penzijni naklady — plany definovanych prispévki 144 140 Total 1047 986
Ostatnf socialni naklady 40 38
Celkem 1047 986 As at December 31, 2010, the number of employees was 1 231

K 31.12. 2010 méla Skupina 1 231 zaméstr]ancﬂ (2009: 1 197)
véetné 48 fidicich zaméstnancd (2009: 46). Ridici zaméstnanci
Skupiny zahrnuji feditele odbor( a vedouci tsekd.

Na zékladé zékona Skupina odvadi pfispévky na sociélni a diichodové
zabezpeceni, zdravotni pojiSténi a pfispévek na statni politiku
zameéstnanosti. Prispévky za rok 2010 ¢inily 34 % (2009: 34 %)

z objemu hrubych mezd. Skupina neni povinna platit dalsi pfispévky
nad ramec zékonnych odvodu.

Skupina dale poskytuje svym zaméstnancdm doplitkové penzijni
pfipojisténi formou prispévkd nezéavislym penzijnim fondim na zakladé
schvaleného penzijniho plénu Skupiny.

Principy zaméstnanosti a odmeénovani jsou feSeny kolektivni smlouvou.
P¥i kolektivnim vyjedndvani probiha kontrola dodrZzovéni pracovné
pravnich predpist ve Spoleénosti.

18. REZERVY

K 31. 12. 2010 vedeni Skupiny schvalilo nékolik plant tykajicich se
restrukturalizace oddéleni prodeje, distribuce a vyroby. Odhadované
naklady na restrukturalizaci ve vy$i 16 milion(i K¢ predstavovaly
odstupné zaméstnancd identifikovanych v téchto planech

(2009: 4 milliony K¢&).

Odhady pro roky 2010 a 2009 byly vypocteny v souladu s platnou
kolektivni smlouvou roku 2010 a 2009, ktera definovala vypocet
odstupného.
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(2009: 1 197) including 48 managers (2009: 46). Managers of
the Group include employees who are department heads and senior
managers.

The Group is legally required to make contributions to government
health, pension and unemployment schemes. During 2009, the Group
paid contributions at a rate of 34% of gross salaries (2009: 34%) and
is not required to make any contributions in excess of this statutory
rate.

The Group has a voluntary pension plan for employees under which
the Group makes contributions on behalf of the Group’s employees to
approved pension plan providers, under defined contribution schemes.

Principles of employment and remuneration are covered by the
Collective Labour Agreement. Audit of the observances of labour law
regulations in the Company takes place during the Collective Labour
Agreement negotiations.

18. PROVISIONS

The management of the Group approved several plans related to the
restructuring of the sales, distribution and operations departments.
The estimated restructuring expense representing termination
payments to those that will be made redundant were CZK 16 million
as at December 31, 2010 (2009: CZK 4 million).

For both years, the estimate was based on the number of employees
identified in the plans and the Collective Labour Agreement valid

in 2010 and 2009, which specified the amount to be paid to those
affected.



19. OSTATNI PROVOZNI VYNOSY

19. OTHER OPERATING INCOME

(v milionech K¢) 2010 2009 (in CZK million) 2010 2009
Kurzové zisky 86 148 Exchange rate gains 86 148
Zisk z prodeje materialu 9 6 Gains on sale of material 9 6
Zisk z prodeje pozemkd, budov a zafizeni 8 7 Gains on sale of PP&E 8 7
Ostatni vynosy 8 13 Other 8 13
Celkem 111 174 Total 111 174
20. OSTATNI PROVOZNI NAKLADY 20. OTHER OPERATING EXPENSE
(v milionech K¢) 2010 2009 (in CZK million) 2010 2009
Kurzové ztraty 95 139 Exchange rate loss 95 139
Bankovni poplatky 21 20 Bank charges 21 20
Ostatni ndklady 5 2 Other 5 2
Celkem 121 161 Total 121 161
21. CISTE ZISKY A ZTRATY Z FINANCNICH NASTROJU 21. NET PROFITS AND LOSSES FROM FINANCIAL
INSTRUMENTS

2010 Penézni

(v milionech Kg¢) Pohledévky ekvivalenty Zavazky Celkem Cash

Provozni vynosy 2010 (in CZK million) ~ Receivables equivalents  Payables Total
Kurzové zisky 15 17 54 86 Operating income

Urokovy vynos 0 29 0 29 Foreign exchange gain 15 17 54 86
Provozni naklady Interest income - 29 - 29
Kurzové ztraty -43 -17 -35 -95 Operating expense

Cisté zisky (+) / Foreign exchange losses (43) (17) (35) (95)
Ztréty () -28 29 19 20 “Netgain (loss) (28) 29 19 20
2009 (v milionech K¢) 2009 (in CZK million)

Provozni vynosy —

— Operating income
Pfurzove, 2|,sky 52 3 = 148 Foreign exchange gain 52 33 63 148
Urokovy vnos 0 60 0 €0 Interest income - 60 - 60
Provozni naklady -
— Operating expense

P,(E”Z,OV? ztraty 28 40 /1 139 Foreign exchange losses (28) (40) (71) (139)
S;:;fyz(l_s)ky )/ 24 53 -8 69 Net gain / (loss) 24 53 (8) 69
Finanéni néklady Financial expense

Urokovy naklad 0 24 0 4 Interest expense - (24) - (24)
Cista ztrata 0 -24 0 24  Netloss - (24) - (24)
22. DAN Z PRIJMU 22. INCOME TAX EXPENSE

(v milionech Kg¢) 2010 2009 (in CZK million) 2010 2009
Splatna dan -587 -594 Current tax (587) (594)
OdloZena dari (viz. bod 14) 2 -82 Deferred tax (Note 14) 2 (82)
Celkem -585 -676 Total (585) (676)

Sazba dané z prijm0 v Ceské republice byla pro rok 2010 stanovena

ve Wsi 19% (2009: 20 %).

Sazba dané z pfijm0 ve Slovenské republice byla pro rok 2010

stanovena ve vy$i 19% (2009: 19 %).

The statutory income tax rate in the Czech Republic for the 2010

assessment period was 19% (2009: 20%).

The statutory income tax rate in the Slovak Republic for the 2010

assessment period was 19% (2009: 19%).
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Dan ze zisku Skupiny pfed zdanénim se liSi od teoretické ¢astky, ktera
by vznikla pouzitim pfislusnych dafiovych sazeb na zisky Skupiny,
takto:

Consolidated financial results

The tax on the Group’s profit before taxes differs from the theoretical
amount that would arise upon using the tax rate applicable to profits of
the Group as follows:

(v milionech Kg¢) 2010 2009 (in CZK million) 2010 2009
Ugetni zisk pred zdanénim 2975 3182 Profit before tax 2975 3182
Platna sazba dané z pfijm 19% 20% Applicable tax rate 19% 20%
Teoreticka dan z ucetniho zisku pred zdanénim -565 -636 Tax calculated at local tax rate applicable to profit
Naklady neodpoditatelné pro dafiové dcely 21 43 _before tax (565) (636)
Ostatni 1 3 Expenses not deductible for tax purposes (21) (43)
Dai z pfijmi celkem -585 -676 Other L 3
Tax charge (585) (676)

23. NA AKCII

Zékladni a zfedény ukazatel zisku na akcii je vypocteny jako podil
zisku pfipadajiciho na osoby drzici vlastni kapital Spole¢nosti k poctu
kmenovych akcii v ob&hu béhem roku.

23. EARNINGS PER SHARE

Basic and diluted earnings per share are calculated by dividing the net
profit attributable to shareholders of the Company by the number of
ordinary shares in issue during the year.

2010 2009 December 31, 2010 December 31, 2009
Zisk pripadajici akcionartim Income attributable to
(v milionech K¢&) 2389 2 506 shareholders in CZK million 2389 2 506
Pocet akcif v obéhu za dané Number of ordinary shares in
obdobi (v tisicich kus(l) 2745 2745 issue in thousands 2745 2745
Zisk na akcii v K¢ 870 913 Basic earning per share in
CZK 870 913

24. DIVIDENDY NA AKCII

Valna hromada akcionafli Spole¢nosti schvélila v dubnu 2010 vyplatu
dividend ve vysi 2 141 miliond K¢ (780 K¢ na akcii) a v dubnu 2009
ve vy$i 1 538 milionl K¢ (560 KE na akcii).

O tom, zda bude vyplacena dividenda za Gc¢etni obdobi 2010 a v jaké
vy8i, rozhodnou akcionafi na fadné valné hromadé, ktera se bude konat
dne 29. 4. 2011.

25. POTENCIALNI ZAVAZKY

Skupina neni U€astna zadnych soudnich, spréavnich nebo rozhod¢&ich
fizeni, kterd by méla nebo mohla mit vyznamny vliv na finan¢ni situaci
Skupiny.

Finan&ni Gfad v Ceské republice proved| dafiové kontroly vech
zdanovacich obdobi az do roku 2008 vcetné (Slovenska republika:
2005). Finanéni ufady v Ceské republice mohou provést dafiovou
kontrolu do tFi let od konce pFislusného zdariovaciho obdobi (Slovenska
republika: do péti let) a mohou doméfit dariovou povinnost a pfislusné
penéle. Vedeni Skupiny si neni védomo Zadnych skute¢nosti, které by
v tomto ohledu mohly vést k dodate¢nému vyznamnému dafiovému
zavazku Skupiny.

K 31. 12. 2010 banky poskytly zaruky na zajisténi spotiebni
dané a prepravy tabakovych vyrobkd ve vysi 5 650 milion( K&
(2009: 6 292 milionl K¢&) a na zajisténi soucasného a budouciho
zavazku Spole¢nosti z najemného ve vysi 10 miliond K&

(2009: 39 miliond K¢).
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24. DIVIDENDS PER SHARE

The dividends approved by the Annual General Meeting in April 2010
and April 2009 were CZK 2 141 million (CZK 780 per share) and
CZK 1 538 million (CZK 560 per share), respectively.

Disbursement of dividends from the 2010 results will be decided at
the Annual General Meeting scheduled for April 29, 2011.

25. CONTINGENCIES

The Group does not have any pending legal, administrative or
arbitration proceedings that had or might have a substantial effect on
the financial situation of the Group.

The tax authorities in the Czech Republic have carried out full-scope
tax audits of the Company up to the year 2008 (Slovak Republic:
2005). The tax authorities in the Czech Republic may at any time
inspect the books and records within 3 years subsequent to the
reported tax year (Slovak Republic: within 5 years), and may impose
additional tax assessments and penalties. The Group’s management
is not aware of any circumstances which may give rise to a potential
material liability in this respect.

As at December 31, 2010 the banks have provided guarantees

for the security of liability for fiscal stamps and for the security

of transit operations in the amount of CZK 5 650 million

(2009: CZK 6 292 million) and for the Group’s current or future lease
obligations in the amount of CZK 10 million (2009: CZK 39 million).



26. SMLUVNI A JINE BUDOUCI ZAVAZKY

Zavazky z operativniho leasingu

Skupina si na zékladé nezrusitelnych smluv o operativnim leasingu
pronajima kancelare a sklady. Jednotlivé smlouvy maji r(izné podminky,
doloZky o navySeni a préva na prodlouZeni smlouvy.

Skupina si také pronajima sklady na zékladé zruSitelnych smluv

o operativnim leasingu. V pfipadé, Ze chce Skupina smlouvu ukonéit,
musi podat tfi aZ dvanactimési¢ni vypovéd. Najemné z titulu
operativniho leasingu zauctované do vykazu Gplného vysledku

v pribéhu roku je uvedeno v bodé 5.

Souhrn budoucich minimalnich plateb z titulu nezruSitelnych
operativnich leasingll je nasledujici:

26. COMMITMENTS

Operating lease commitments

The Group leases offices and warehouses under non-cancellable
operating lease agreements. The leases have varying terms, escalation
clauses and renewal rights.

The Group also leases various warehouses under cancellable operating
lease agreements. The Group is required to give from three to twelve
months notice for the termination of those agreements. Lease
expenditures charged to profit or loss during the year are disclosed in
Note 5.

The future aggregate minimum lease payments under non-cancellable
operating leases are as follows:

(v milionech K¢) 31.12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009

Do 1 roku 96 109 No later than 1 year 96 109

lazblet 261 213 Later than 1 year and not later

Nad 5 let 17 26 than 5 years 261 213
Later than 5 years 17 26

27. TRANSAKCE SE SPRIZNENYMI STRANAMI
Spfiznénymi stranami se rozumi Matefské spolecnost a ostatni
spole¢nosti skupiny PMI (,,Ostatni spfiznéné strany"), ¢lenové
pfedstavenstva, ¢lenové dozor¢i rady a osoby blizké témto ¢lendm.

Mezi spfiznénymi stranami byly uskute¢nény nasledujici transakce:

a)  Prodej vyjrobkil, zbozi a sluzeb spolecnostem PMI

27. RELATED PARTY TRANSACTIONS

The Group considers Parent company and other companies of the PMI
group of companies (“Other related parties”), members of its Board
of Directors, Supervisory Board and parties close to such members of
management to be related parties.

The following transactions were carried out with related parties:

a)  Sales of goods and services to affiliates within PMI

(v milionech K¢) 2010 2009
Prodej vyrobk(i a zboZi (in CZK million) 2010 2009
Ostatni spfiznéné strany 3846 3648 Sales of goods
Prodej pozemkdi, budov, zafizeni a materiglu Other related parties 3846 3648
Ostatnf spiizn&né strany 69 113 Sales of PP&E and material
Prodej sluZeb Other related parties 69 113
Ostatni spfiznéné strany 83 87 Sales of services
Prefakturace Other related parties 83 87
Ostatni spfiznéné strany 60 32 Recharges
Vynosové troky Other related parties 60 32
Ostatnf spfiznéné strany 29 59 Interest income
Celkem 4 087 3939 Other related parties 29 59
Total 4 087 3939
b)  Nikup zbozi a sluzeb od spolecnosti PMI b)  Purchases of goods and services from affiliates within PMI
(v milionech Kg) 2010 2009 (in CZK million) 2010 2009
Nékup zboZi a materidlu Purchases of goods and material
Ostatni spfiznéné strany 2 565 2412 Other related parties 2 565 2412
Nakup dlouhodobého hmotného a nehmotného Purchases of PP&E and intangible assets
majetku Other related parties 440 185
Ostatni spfiznéné strany 440 185 Purchases of services
Nakup stuZeb Other related parties 597 607
Ostatni spriznéné strany 597 607 Royalties paid
Licencni poplatky placené Other related parties 435 381
Ostatni spfiznéné strany 435 381 Interest expense
Nékladové droky Other related parties - 24
Ostatni spfiznéné strany 0 24 Total 4037 3609
Total 4 037 3609
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Konsolidované finanéni vysledky

Dividendy vyplacené spole¢nosti Philip Morris Holland Holdings B.V.
¢inily 1 661 milion(i K¢ v roce 2010 (2009: 1 192 miliond K¢).

¢)  Zistatky se spolecnostmi PMI

Consolidated financial results

Dividends paid to Philip Morris Holland Holdings B.V. amounted to
CZK 1 661 million (2009: CZK 1 192 million).

¢)  Balances with affiliates within PMI

(v milionech Kg) 31.12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009

Pohledévky za spfiznénymi Receivables from related

stranami parties
Ostatni sptiznéné strany 370 305 Other related parties 370 305

Zavazky vaci spiiznénym Payables to related parties

stranam Other related parties 342 251
Qstatm spfiznéné strany 342 251 Loans and deposits

Pajcky poskytnuté Other related parties 7075 5986
Ostatni spfiznéné strany 7 075 5986

Pljcky spfiznénym strandm zahrnuji Grocené kratkodobé pjcky
splatné na pozadani (cash pool) ve vy$i 7 075 milion( K& poskytnuté
spole¢nosti Philip Morris Finance S.A. (2009: 5 986 milion( K¢&).
V8echny pajcky jsou v rozvaze Skupiny k 31. 12. 2010 a 2009
vykazény jako soucast ,,penéznich prostiedkd a penéznich ekvivalentd“.

BéZna vy3e urokové sazby z kratkodobych pljcek splatnych na pozadani
(cash pool) je stanovena jako no¢ni PRIMEAN minus 0,25 %. Skute¢néa
vySe Urokové sazby zavisi na aktudlni situaci na penéznim trhu

a druhu phjcky. Primérna vyse efektivni trokové sazby z kratkodobych
poskytnutych pujcek splatnych na pozadani (cash pool) byla

0.476% p.a. (2009: 1.202% p.a.) v Ceské republice a 0.19% p.a.
(2009: 0.09 % p.a.) ve Slovenské republice.

d)  Odmeény klicovych élenii vedeni

Odmeény kli¢ovych ¢lenli vedeni zahrnuji odmény ¢lend predstavenstva.
Clenové predstavenstva, ktefi jsou zaméstnanci Skupiny nebo
spole¢nosti skupiny PMI, nedostavaji zadné dalsi odmény za plsobeni
v pfedstavenstvu.

Odmény ¢lenl predstavenstva, ktefi jsou zaméstnanci Spolecnosti
nebo spole¢nosti skupiny PMI, zahrnuji ro€ni plat, bonus podle
individuélniho vykonu, Uhrady akciemi a ostatni nepenézni pfijmy
jako jsou pouzivani firemniho automobilu, pfispévky na zavodni
stravovani a prispévky na penzijni pfipojisténi, Zivotni a Grazové
pojidténi. Soulasti nepenéznich piijma &lend predstavenstva,
ktefi jsou zaméstnanci spole¢nosti Philip Morris Services S.A.
nebo jiné spole¢nosti skupiny PMI, je navic Ghrada najemného

a Skolného.

Loans and deposits with related parties include interest-bearing,
on-demand deposits (cash pool) of CZK 7 075 million with Philip
Morris Finance S.A. (2009: CZK 5 986 million). The interest-bearing
on-demand deposits are classified as cash and cash equivalents in the
Group's statement of financial position as at December 31, 2010 and
20009.

The interest rate for on-demand deposits is calculated as overnight
PRIMEAN -0.25%. The actual interest rates reflect the current money
market and the nature of the loan. The average effective interest rate
of on-demand deposits was 0.476% p.a. (2009: 1.202% p.a.) in the
Czech Republic and 0.19% p.a. (2009: 0.09% p.a.) in the Slovak
Republic.

d)  Key management compensation

Key management compensation reflects the remuneration of members
of the Board of Directors. The members of the Board of Directors who
are employees of the Group or an entity within the PMI group receive
no additional compensation for services as members of the Board of
Directors.

The compensation of members of the Board of Directors who are
employees of the Company or an entity within the PMI group comprises
an annual base salary, bonuses based on individual performance,
termination benefits, share-based payments and other income in-kind
such as cars for use, lunch allowances, pension contributions, life and
accident insurance. In addition to this, the members of the Board of
Directors who are employees of Philip Morris Services S.A. or other
entities of PMI also have other income in-kind such as the payment of
rent and school fees.

(v milionech K¢) 2010 2009 (in CZK million) 2010 2009
Mzdy a ostatni kratkodobé poZitky 45 44 Salaries and other short-term employee benefits 45 44
PoZzitky spojené s ukoncenim prac. pomeéru 8 2 Termination benefits 8
Uhrady vazané na akcie 5 Share-based payments 5 5
Nepenézni pFijmy 10 9 Income in-kind 10
Celkem 68 60 Total 68 60

Funkéni obdobi &lendl predstavenstva je jeden rok. Zadny z &lend
predstavenstva nema se Spolecnosti uzavienu jakoukoliv smlouvu
o vykonu funkce ¢lena predstavenstva.

e)  Informace o poctu akcii vydanych Spolecnosti éleniim vedeni

Clenové predstavenstva nevlastnili v roce 2010 a 2009 74dné akcie.
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The term of office for Board of Directors members is one year. No
member of the Board of Directors is under contract for the exercise of
their function as a member of the Board of Directors.

e)  Information on the number of shares issued by the Company to
Executives

Members of the Board of Directors owned no shares in 2010 and 2009.



28. NASLEDNE UDALOSTI 28. SUBSEQUENT EVENTS

Po rozvahovém dni nedoslo k Zadnym udalostem, které by mély No subsequent events have occurred after December 31, 2010
vyznamny dopad na konsolidovanou Gc¢etni zavérku k 31. 12. 2010. that would have a material impact on these financial statements at
December 31, 2010.
Schvdlent konsolidované vicetni zdvérky
Statutory signatures
Konsolidovana Gcetni zavérka byla schvalena ke zvefejnéni

predstavenstvem a byla z jeho povéreni podepsana. The consolidated financial statements were authorised for issue by the

Board of Directors and have been signed below on its behalf.

V Kutné Hore dne 21. bfezna 2011
In Kutnd Hora on March 21, 2011

Alvise Giustiniani Daniel Gordon Alvise Giustiniani Daniel Gordon
predseda predstavenstva ¢len predstavenstva Chairman Member
of the Board of Directors of the Board of Directors
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Zprava nezavislého auditora
akcionaitm spole¢nosti

Philip Morris CR as.

ZPRAVA O KONSOLIDOVANE UCETNI ZAVERCE

Ovérili jsme pfiloZzenou konsolidovanou ucetni zédvérku spole¢nosti
Philip Morris CR a.s., identifikaénf ¢islo 14803534, se sidlem

Vitézna 1, Kutna Hora (déle ,, Spole¢nost”) a jeji dcefiné spolecnosti
(dale ,,Skupina”), tj. konsolidovany vykaz finan¢ni pozice k 31. prosinci
2010, konsolidované vykazy Uplného vysledku, zmén vlastniho kapitalu
a penéznich tokd za rok 2010 a pfilohu, véetné popisu podstatnych
GcCetnich pravidel (déle , konsolidovana Ucetni zavérka"“).

Odpovédnost predstavenstva Spolecnosti za konsolidovanou tGéetni
zavérku

Predstavenstvo Spole¢nosti odpovidd za sestaveni konsolidované ucetni
z&vérky podavajici vérny a poctivy obraz v souladu s Mezinarodnimi
standardy Gc€etniho vykaznictvi ve znéni pfijatém Evropskou unif

a za takové vnitfni kontroly, které povaZuje za nezbytné pro sestaveni
Ucetni zavérky tak, aby neobsahovala vyznamné nespravnosti
zpUsobené podvodem nebo chybou.

Uloha auditora

Nasi tlohou je vydat na zékladé provedeného auditu vyrok k této
konsolidované G¢etni zavérce. Audit jsme provedli v souladu se
zékonem o auditorech platnym v Ceské republice, Mezindrodnimi
standardy auditu a souvisejicimi aplikaénimi dolozkami Komory
auditor(l Ceské republiky. V souladu s t&mito predpisy jsme povinni
dodrZovat etické poZadavky a napldnovat a provést audit tak, abychom
ziskali pfimérenou jistotu, Ze UCetni zavérka neobsahuje vyznamné
nespravnosti.

Audit zahrnuje provedeni auditorskych postupl, jejichz cilem je ziskat
dlkazni informace o ¢astkach a informacich uvedenych v tcetni
zavérce. Vybér auditorskych postuptl zavisi na tsudku auditora,
véetné posouzeni rizika vyznamné nespravnosti Gidaji uvedenych

v UCetni zavérce zplisobené podvodem nebo chybou. PFi posuzovanf
téchto rizik auditor zohledriuje vnitini kontroly Skupiny relevantni pro
sestaveni U¢etni zavérky podavajici vérny a poctivy obraz. Cilem tohoto
posouzeni je navrhnout vhodné auditorské postupy, nikoli vyjadrit se

k U€innosti vnitfnich kontrol Skupiny. Audit téZ zahrnuje posouzeni
vhodnosti pouZitych Géetnich pravidel, pfiméfenosti tcetnich odhad(
provedenych vedenim i posouzeni celkové prezentace GCetni zavérky.

PricewaterhouseCoopers Audit, s.r.o.,
Katefinska 40/466, 120 00 Praha 2, Ceska republika
tel.: +420 251 151 111, fax: +420 251 156 111, www.pwc.com/cz

Independent auditor’s report

to the shareholders
of Philip Morris CR, a.s.

REPORT ON THE CONSOLIDATED FINANCIAL
STATEMENTS

We have audited the accompanying consolidated financial statements of
Philip Morris CR, a.s., identification number 14803534, with registered
office at Vitéznd 1, Kutna Hora (“the Company”) and its subsidiary
(together “the Group™), which comprise the consolidated statement of
financial position as at 31 December 2010, the consolidated statements
of comprehensive income, changes in equity and cash flows for the year
then ended and notes, including a summary of significant accounting
policies (“the consolidated financial statements”).

Board of Directors‘ Responsibility for the Consolidated Financial
Statements

The Board of Directors is responsible for the preparation of the
consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards as
adopted by the European Union, and for such internal controls as the
Board of Directors determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. We conducted our audit

in accordance with the Act on Auditors of the Czech Republic,
International Standards on Auditing and the related application
guidance of the Chamber of Auditors of the Czech Republic. Those
standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including
assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
Group‘s preparation of the financial statements that give a true and
fair view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group's internal control. An audit also includes
evaluating the appropriateness of the accounting policies used and the
reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.

PricewaterhouseCoopers Audit, s.r.0., se sidlem Katefinskd 40/466, 120 00 P@ha 2,1C: 40765521, zapsana v obchodnim rejstfiku vedeném Méstskym soudem v Praze,
oddil C, vlozka 3637 a v seznamu auditorskych spole¢nosti u Komory auditorii Ceské republiky pod opravnénim ¢islo 021.

© 2011 PricewaterhouseCoopers Audit, s.r.o. VSechna prava vyhrazena. ,PwC" je znaCka, pod niZ ¢lenské spole¢nosti PricewaterhouseCoopers International Limited (PwCIL)
podnikaji a poskytuji své sluzby. Spolecné tvofi svétovou sit spolecnosti PwC. Kazd4 spole¢nost je samostatnym pravnim subjektem a jednotlivé spole¢nosti nezastupuji sit
PwCIL ani Zadnou jinou &lenskou spoleénost. PWCIL neposkytuje Zadné sluzby klientdim. PwCIL neodpovidé za jednani ¢i opomenuti jednotlivych spolenosti sité PwC, ani
nemuZe kontrolovat vykon jejich profesionalni ¢innosti &i je jakymkoli zplsobem ovliviiovat.
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Jsme presvédceni, Ze ziskané dlikazni informace poskytuji dostate¢ny We believe that the audit evidence we have obtained is sufficient and

a vhodny zaklad pro vyjadreni naseho vyroku. appropriate to provide a basis for our audit opinion.

Vyrok Opinion

Podle naseho nazoru konsolidovana Gcetni zavérka podava vérny In our opinion, the consolidated financial statements give a true and
a poctivy obraz finan¢ni pozice Skupiny k 31. prosinci 2010, jejiho fair view of the financial position of the Group as at 31 December
hospodareni a penéznich tokd za rok 2010 v souladu s Mezinarodnimi 2010, its financial performance and its cash flows for the year then
standardy Gc€etniho vykaznictvi ve znéni pfijatém Evropskou unii. ended in accordance with International Financial Reporting Standards

) 3 3 as adopted by the European Union.
ZPRAVA O JINYCH POZADAVCICH STANOVENYCH
ZAKONY NEBO PREDPISY REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS
Zprava o vyro€ni zpravé
Report on the Annual Report
Déle jsme ovérili soulad ostatnich informaci obsazenych ve vyroéni

zpravé Spole¢nosti za rok koncici 31. prosince 2010 s konsolidovanou In addition we have verified that the other information included in
Gcetni zavérkou, ktera je obsaZena v této vyro€ni zpravé na stranach the annual report of the Company for the year ended 31 December
22-55, a se samostatnou Ucetni zavérkou, kterd je obsazena v této 2010 is consistent with the consolidated financial statements which
vyro¢ni zpravé na stranédch 58-87. Za spravnost vyro€ni zpréavy are included in this annual report on pages 23-55 with the separate
odpovida predstavenstvo Spole¢nosti. Nasim Ukolem je vydat financial statements which are included in this annual report of the
na zakladé provedeného ovéfeni vyrok o souladu vyro¢ni zpravy s u¢etni  Company on pages 59-87. The Board of Directors is responsible for
zavérkou. the accuracy of the annual report. Our responsibility is to express an
opinion on the consistency of the annual report with the financial
Uloha auditora statements based on our verification procedures.
Ovéreni jsme provedli v souladu s Mezindrodnimi standardy auditu Auditor’s Responsibility
a souvisejici aplikaéni dolozkou Komory auditorii Ceské republiky.
V souladu s témito pfedpisy jsme povinni naplanovat a provést We conducted our verification procedures in accordance with the
ovéreni tak, abychom ziskali pfiméfenou jistotu, Ze ostatni informace International Standards on Auditing and the related application guidance
obsazené ve vyro¢ni zpravé, které popisuji skute¢nosti, jeZ jsou téz of the Chamber of Auditors of the Czech Republic. Those standards
prfedmétem zobrazeni v G€etni zavérce, jsou ve vSech vyznamnych require that we plan and perform the verification procedures to obtain
ohledech v souladu s pfislusnou Gc¢etni zavérkou. Jsme presvédceni, reasonable assurance about whether the other information included in
Ze provedené ovéfeni poskytuje pfiméfeny podklad pro vyjadfeni naseho  the annual report which describes matters that are also presented in
vyroku. the financial statements is, in all material respects, consistent with the
relevant financial statements. We believe that the verification procedures
Vyrok performed provide a reasonable basis for our opinion.

Podle naseho nazoru jsou ostatni informace uvedené ve vyro¢ni zpravé Opinion

Spole€nosti za rok koncici 31. prosince 2010 ve v8ech vyznamnych

ohledech v souladu s vy$e uvedenou Gcetni zavérkou. In our opinion, the other information included in the annual report of
the Company for the year ended 31 December 2010 is consistent, in
all material respects, with the financial statements referred to above.

29. bfezna 2011

29 March 2011

[ melol e /fﬂw,{b
PricewaterhouseCoopers Audit, s.r.o. / Ae N‘é\‘/w% //4%”'4 -

zastoupena
PricewaterhouseCoopers Audit, s.r.o.

e M
%

partner statutarni auditor, opravnéni ¢. 1491
Reinhard Langenhdvel Jifi Koval
Partner Statutory Auditor, Licence No. 1491
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Finanéni vysledky

Samostatny vykaz finan¢ni pozice k 31. 12.2010
(v milionech K¢&)!

AKTIVA Bod 31.12. 2010 31. 12. 2009
Pozemky, budovy a zafizeni 4 2726 2531
Nehmotnéa aktiva 94 103
Investice v dcefiné spole¢nosti 1 19 19
Dlouhodoba aktiva 2 839 2 653
Zasoby 6 1120 1281
Obchodni a ostatni finanéni pohledévky 7 1626 1398
Ostatnf nefinanénf aktiva 7 2874 2133
Dari z ptijmU splatna 0 51
Penézni prostfedky a penézni ekvivalenty 8 6 861 5890
Kratkodoba aktiva 12 481 10 753
Dlouhodobd aktiva drzend k prodeji 73 0
Aktiva celkem 15 393 13 406
VLASTNI KAPITAL A ZAVAZKY Bod

Zakladni kapital 9 2745 2745
Emisni aZio a ostatni ptispévky akcionard 2 364 2 356
Nerozdéleny zisk 3499 3211
Zé&konny rezervni fond 9 549 549
Vlastni kapital celkem 9 157 8 861
QOdloZeny danovy zévazek 12 119 118
Dlouhodobé zavazky 119 118
Obchodni a ostatni finan¢ni zavazky 10 677 713
Ostatni nefinan¢ni zavazky 10 188 135
Dan z pfijm0 splatna 60 0
Ostatni dafiové zévazky 11 5178 3564
Rezerva na kratkodobé zévazky 16 14 4
Prijaté pajcky 8 0 11
Kratkodobé zavazky 6117 4427
Zavazky celkem 6 236 4 545
Vlastni kapital a zavazky celkem 15 393 13 406

1 Priloha tvofi nedilnou soucast této konsolidované Ucetni zavérky
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Financial results

Separate Statement of Financial Position at December 31,2010

(in CZK million)!

ASSETS Note December 31, 2010 December 31, 2009
Property, plant and equipment (PP&E) 4 2726 2531
Intangible assets 94 103
Investments in subsidiary 1 19 19
Non-current assets 2 839 2 653
Inventories 6 1120 1281
Trade and other financial receivables 7 1626 1398
Other non-financial assets 7 2874 2133
Income tax prepaid - 51
Cash and cash equivalents 8 6 861 5890
Current assets 12 481 10 753
PP&E classified as held-for-sale 73 -
Total assets 15 393 13 406
EQUITY & LIABILITIES Note

Registered capital 9 2 745 2745
Share premium and other shareholders’ contributions 2 364 2 356
Retained earnings 3499 3211
Statutory reserve fund 9 549 549
Equity 9 157 8861
Deferred tax liability 12 119 118
Non-current liabilities 119 118
Trade and other financial liabilities 10 677 713
Other non-financial liabilities 10 188 135
Income tax liability 60 -
Other tax liabilities 11 5178 3564
Provisions for current liabilities 16 14 4
Borrowings 8 - 11
Current liabilities 6117 4 427
Total liabilities 6 236 4 545
Total equity & liabilities 15 393 13 406

1 The accompanying notes form an integral part of the financial statements
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Samostatny vykaz tplného vysledku za rok koncici 31. 12. 2010

(v milionech K¢&)!

Bod 2010 2009
Trzby 17 10 844 10375
Néklady na prodané vyrobky a zbozf 14 -6 469 -6 117
Hruby zisk 4 375 4 258
Odbytové néklady 14 -755 -873
Administrativni ndklady 14 -735 -745
Ostatni vynosy 13 120 59
Ostatni provozni vynosy 18 104 169
Ostatni provozni naklady 19 -117 -156
Provozni zisk 2992 2712
Finan¢ni naklady 0 0
Zisk pfed zdanénim 2992 2712
Dan z prijmu 21 -565 -565
Cisty zisk 2 427 2 147
Ostatni Uplny vysledek 0 0
Uplny vysledek za rok celkem 2 427 2 147
Zisk na akcii zakladni a zfedény (Ké/akcie) 22 884 782

1 Priloha tvofi nedilnou soucast této konsolidované ucetni zavérky

Samostatny vykaz zmén vlastniho kapitdlu za rok koncici 31. 12. 2010

(v milionech K¢&)!

Vztahujici se k vlastnimu kapitalu

Emisni azio a ostatni

Bod Zékladni kapital pfispévky akcionafi  Zakonny rezervni fond Nerozdéleny zisk Vlastni kapital celkem
Stavk 1. 1. 2009 2745 2 356 549 2597 8 247
Uplny vysledek celkem 22 0 0 0 2147 2 147
Transakce s vlastniky
Rozdélenf zisku 23 0 0 0 -1 538 -1538
Nevybrané dividendy 0 0 0 5 5
Stav k 31. 12. 2009 2745 2 356 549 3211 8861
Uplny vysledek celkem 22 0 0 0 2427 2427
Transakce s vlastniky
Rozdélenf zisku 23 0 0 0 -2 142 -2 142
Zameéstnanecké akcie 0 8 0 0 8
Nevybrané dividendy 0 0 0 3 3
Stav k 31. 12. 2010 2745 2 364 549 3499 9 157

1 Priloha tvofi nedilnou soucast této konsolidované ucetni zavérky
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Financial results

Separate Statement of Comprehensive Income for the year ended

December 31,2010 (in CZK million)"

Note 2010 2009
Revenues 17 10 844 10375
Cost of goods sold 14 (6 469) (6117)
Gross profit 4 375 4 258
Distribution expenses 14 (755) (873)
Administrative expenses 14 (735) (745)
Other income 13 120 59
Other operating income 18 104 169
Other operating expense 19 (117) (156)
Profit from operations 2992 2712
Financial expenses - -
Profit before income tax 2992 2712
Income tax expense 21 (565) (565)
Net profit for the year 2427 2147
Other comprehensive income - -
Total comprehensive income for the year 2427 2147
Earning per share basic and diluted (CZK/share) 22 884 782
1 The accompanying notes form an integral part of the financial statements
Separate Statement of Changes in Equity for the year ended
December 31,2010 (in CZK million)"
Attributable to equity holders of the Company
Share premium and
other shareholders’ Statutory reserve
Note Registered capital contributions fund Retained earnings Total equity
Balance as at January 1, 2009 2745 2 356 549 2 597 8 247
Total comprehensive income 22 - - - 2147 2147
Transactions with owners
Profit distribution 23 - - - (1538) (1538)
Forfeited dividends - - - 5 B
Balance as at December 31, 2009 2745 2 356 549 3211 8 861
Total comprehensive income 22 - - - 2427 2427
Transactions with owners
Profit distribution 23 - - - (2 142) (2 142)
Share based payments - 8 - - 8
Forfeited dividends - - - 3 3
Balance as at December 31, 2010 2745 2 364 549 3499 9 157

1 The accompanying notes form an integral part of the financial statements
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Samostatny vykaz o penéznich tocich za rok koncici 31. 12. 2010
(v milionech K¢)!

Bod 2010 2009
Penézni toky z provozni ¢innosti
Zisk pfed zdanénim 2992 2712
QOdpisy dlouhodobych aktiv (véetné nehmotného majetku) 14 440 426
Nerealizované kurzové zisky (-) / ztraty (+), Cisté -1 33
Cisté trokové vynosy -29 -59
Prijaté dividendy 26 91 0
Zisk z prodeje pozemkd, budov a zafizeni -5 -5
Zména stavu opravnych poloZek a rezerv 42 -12
Ostatni nepenézni Upravy — Cisté 10 9
Penézni toky z provozni ¢innosti pfed zménami pracovniho kapitalu 3358 3086
Zména stavu:
Obchodnich a ostatnich finan¢nich pohledavek a Ostatnich nefinan¢nich aktiv -1 053 1610
Obchodnich a ostatnich finanénich zavazkd a Nefinanénich zévazkd 1639 2470
Zasob 140 206
Penézni toky z provozu 4 084 7 372
Zaplacena dan z ptijm -454 -682
Cisté penézni toky z provozni &innosti 3630 6 690
Penézni toky z investicni ¢innosti
Vlydaje na potizeni pozemku, budov a zatizeni 4 -665 -707
P¥jmy z prodeje pozemkU, budov a zafizenf 56 9
Vydaje na pofizeni nehmotnych aktiv -17 -8
PFijaté uroky 29 61
PFijaté dividendy 91 0
Cisté penézni toky z investiéni innosti -506 -645
PenéZni toky z financovani
Vyplacené dividendy 23 -2 142 -1538
Cisty penézni tok z financovani -2 142 -1 538
Cisté zvySeni penéznich prostredki 982 4 507
Stav penéznich prostfedki a penéznich ekvivalentti na zadatku roku 5879 1372
Stav penéznich prostfedkil a penéznich ekvivalenti na konci roku 8 6 861 5879

1 Priloha tvofi nedilnou soucast této konsolidované Gcetni zavérky

62 Philip Morris CR a.s. Vyro¢ni zprava 2010



Financial results

Separate Statement of Cash Flow for the year ended
December 31,2010 (in CZK million)"

Note 2010 2009
Cash flow from operating activities
Profit before tax 2992 2712
Depreciation and amortisation expense, including intangibles 14 440 426
Unrealised foreign exchange (gain) / loss, net (1) 33
Net interest income (29) (59)
Dividend income 26 (91) -
Gain on disposal of PP&E (5) (5)
Change in provisions 42 (12)
Other non-cash loss / (gain), net 10 9)
Operating cash flows before working capital changes 3358 3086
Changes in:
Trade and other receivables (1 053) 1610
Trade and other payables 1639 2470
Inventories 140 206
Cash generated from operations 4 084 7 372
Income tax paid (454) (682)
Net cash generated from operating activities 3630 6 690
Cash flow from investing activities
Purchase of PP&E 4 (665) (707)
Proceeds from sale of PP&E 56 9
Purchase of intangible assets (17) (8)
Interest received 29 61
Dividends received 91 -
Net cash used by investing activities (506) (645)
Cash flow from financing activities
Dividends paid 23 (2 142) (1 538)
Net cash used by financing activities (2 142) (1 538)
Net increase in cash and cash equivalents 982 4 507
Cash and cash equivalents as at the beginning of the year 5879 1372
Cash and cash equivalents as at the end of the year 8 6 861 5879

1 The accompanying notes form an integral part of the financial statements
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Financial results

Ptiloha k samostatné tcetni zavérce za rok kondici 31.12. 2010

Notes to the Separate Financial Statements at December 31, 2010

1. OBECNE UDAJE

1.1 Popis spolecnosti

Philip Morris CR a.s. (,Spole¢nost") je akciova spole&nost registrovana
v Ceské republice. Zabyvé se zejména vyrobou, prodejem, distribuci

a marketingem tabakovych vyrobkd. Do obchodniho rejsttiku byla
Spole¢nost zapsana 28. 3. 1991 a jeji registrované sidlo je v Kutné
Hore, Vitézna 1, Ceska republika. Vedeni Spole¢nosti sidli v Praze

a vyrobni zavod se nachazi v Kutné Hore.

Philip Morris CR a.s. je spole¢nosti ve skupiné Philip Morris
International, Inc. (,,PMI*“ nebo ,,Philip Morris International®).
K 31. 12. 2010 byla PMI vrcholovou ovladajici spole€nosti
Spole¢nosti.

K 31. 12. 2010 byl jedinym subjektem vlastnicim vice nez 20% podil
na zékladnim kapitalu Spole¢nosti Philip Morris Holland Holdings B.V.
(,,Materska spole¢nost”) vlastnici 77,6 % zakladniho kapitélu.

Jako ¢lenové predstavenstva a dozor¢i rady Spole¢nosti byly
v obchodnim rejstiiku k 31. 12. 2010 zapsany nasledujici osoby:

Predstavenstvo

Alvise Giustiniani — pfedseda
Andre Dahan
Andrea Gontkovi¢ova

Dozor¢i rada

Daniel Fahrny — predseda
Jiti Davidek

Antonis Koupparis

Daniel Gordon
Igor Potocar
Walter Veen

Jolana Peterkova
Petr Bubenicek
Paul Maas

Spole€nost vlastni 99% podil ve Philip Morris Slovakia s.r.o0.,
Galvaniho 15/A, Bratislava, Slovensko. Zakladni kapital Philip Morris
Slovakia s.r.o. k 31. 12. 2010 a 2009 ¢inil 763 tisic EUR, ekvivalent

19 miliond K.

Zisk po zdanéni Philip Morris Slovakia s.r.o. za rok 2010 ¢inil

2,6 miliont EUR, ekvivalent 66,4 milion( K& (2009: 1,2 miliond
EUR, ekvivalent 32 milion0 K&). Celkovy vlastni kapital Philip Morris
Slovakia s.r.o. k 31. 12. 2010 ¢&inil 3,1 miliond EUR, ekvivalent
77,4 miliond K& (2009: 4 miliony EUR, ekvivalent 107 milionl K¢).

Spole¢nost neuzavrela ovladaci smlouvu nebo smlouvu o prevodu zisku
se spole¢nosti Philip Morris Slovakia s.r.o.

Akcie Spolecnosti jsou obchodovény na Burze cennych papir(i Praha.

Tato samostatna Ucetni zavérka byla schvdlena predstavenstvem

ke zvefejnéni dne 21. 3. 2011.
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1. GENERAL INFORMATION

1.1 Company description

Philip Morris CR a.s. (“the Company”) is a joint-stock company
registered in the Czech Republic and its main business is the
production, sale, distribution and marketing of tobacco products. The
Company was incorporated on March 28, 1991 and its registered
address is Kutna Hora, Vitézna 1, Czech Republic. Its headquarters is in
Prague and its manufacturing facility is in Kutna Hora.

Philip Morris CR a.s. is an affiliate of Philip Morris International, Inc.
(“PMI” or “Philip Morris International”). As at December 31, 2010, PMI
is the ultimate controlling party of the Company.

As at December 31, 2010, the only entity holding more than 20% of the
registered capital of the Company was Philip Morris Holland Holdings
B.V. (“the Parent company”), which held 77.6% of the registered
capital.

The following individuals were recorded as members of the Board of
Directors and Supervisory Board in the Commercial Register as at
December 31, 2010:

Board of Directors

Alvise Giustiniani — Chairman
Andre Dahan

Andrea Gontkovi¢ova

Daniel Gordon
Igor Potocar
Walter Veen

Supervisory Board

Daniel Fahrny — Chairman
Jifi Davidek

Antonis Koupparis

Jolana Peterkova
Petr Bubenicek
Paul Maas

The Company has a 99% interest in Philip Morris Slovakia s.r.o.,
Galvani Street 15/A, Bratislava, Slovakia. Registered share capital of
Philip Morris Slovakia s.r.o. as at December 31, 2010 and 2009 was
EUR 763 thousands (equivalent of CZK 19 million).

In 2010, the income after tax of Philip Morris Slovakia s.r.0. was

EUR 2.6 million, equivalent of CZK 66.4 million (2009: EUR 1.2 million,
equivalent of CZK 32 million). Total equity of Philip Morris Slovakia s.r.o.
was EUR 3.1 million as at December 31, 2010, equivalent of

CZK 77.4 million (2009: EUR 4 million, equivalent of CZK 107 million).

The Company has not concluded a controlling agreement or agreement
on profit transfer with Philip Morris Slovakia s.r.o.

The Company has its primary listing on the Prague Stock Exchange.

The Company’s financial statements were authorised for issue by the
Board of Directors on March 21, 2011.

1.2 Translation note

The financial statements have been prepared in Czech and in English
language. In all matters of interpretation of information, views or
opinions, the Czech version of these financial statements takes
precedence over the English version.



2. SHRNUTI VYZNAMNYCH UCETNICH ZASAD

2.1 Zakladni zasady sestaveni ucetni zavérky

Ugetni zavérka Philip Morris CR a.s. k 31. 12. 2010 je samostatnou
Uetni zavérkou Spole€nosti, kterd se vztahuje ke konsolidované
U&etni zavérce Philip Morris CR a.s. a jeji dcefiné spole¢nosti Philip
Morris Slovakia s.r.o. (,,Skupina®) za rok konc¢ici 31. 12. 2010. Tuto
samostatnou Gc¢etni zavérku je tfeba posuzovat spolu s konsolidovanou
GcCetni zavérkou, aby bylo mozZno pIné porozumét vysledku hospodareni
a finanéni situaci Skupiny.

Tato samostatna GCetni zavérka je sestavena v souladu
s Mezinarodnimi standardy Uc¢etniho vykaznictvi ve znéni pfijatém
Evropskou unif (,,IFRS").

Ugetni zavérka byla sestavena na zakladé pozadavk( vykazovani

a oceflovani stanovenych IFRS a vyklady IFRIC v rozsahu, v jakém byly
prijaty Evropskou komisi v dobé sestaveni této Gcetni zavérky. Zakladni
Ucetni pravidla pouZitd pfi sestaveni Ucetni zavérky jsou popsana nize.

Tato pravidla byla aplikovdna na vSechna obdobi obsazena v této Gcéetnfi
zévérce, pokud neni uvedeno jinak.

2.2 Zmény v Gcetnich zasadach a smérnicich

a) Nové standardy, dodatky a interpretace stdvajicich standardi
platné pro sicetni 0bdobi 2010

Standardy, dodatky a interpretace stavajicich standardi povinné pro
ucetni obdobi poc¢inajici 1. 1. 2010, pro které Spolecnost neméla
naplri:

e |AS 27 — Konsolidovand a samostatna u¢etni zavérka (acinny

pro ucetni obdobi zaéinajici 1. 1. 2010 nebo pozdéji). Vyzaduje

od spole€nosti ptitazeni tplného vysledku hospodareni vlastnikim
matefské spole¢nosti a vlastnikiim podilt bez kontrolniho vlivu (dfive
»mensinové podily“) i v pfipadé, Ze v dlisledku toho bude zlstatek
podild vlastnikd bez kontrolniho vlivu negativni. Novelizovany
standard specifikuje zmény vlastnickych podilli matefské spolecnosti
v dcefinych spole¢nostech, v disledku kterych nedojde ke ztraté
kontroly, musi byt zal¢tovany jako transakce ve vlastnim kapitélu.
Déle specifikuje zplsob, jak by spole¢nost méla stanovit zisky nebo
ztraty plynouci ze ztraty kontroly v dcefiné spole¢nosti.

IFRS 3 — Podnikové kombinace (U¢inny pro U¢etni obdobi za¢inajici
1. 1. 2010 nebo pozdgji). Umozniuje spole¢nostem zvolit si zplisob
ocefiovani vlastnickych podilt bez kontrolniho vlivu bud podle
stavajiciho znéni IFRS 3 anebo redlnou hodnotou. Novelizovany
IFRS 3 uvadi podrobné instrukce k aplikovani metody koupé

v pfipadé podnikovych kombinaci. Novelizovany IFRS 3 se vztahuje
pouze na podnikové kombinace druzstev a kombinace uskute¢nénych
vyluéné na zékladé smluvniho vztahu.

IAS 39 — Finané&ni nastroje: U¢tovéan{ a ocefiovani — P¥ipustné
polozky k zajistovani (G¢inny pro G€etni obdobi za¢inajici 1. 1. 2010
nebo pozdéji). Dodatek objasfiuje pouziti zadsad, které urcuji,

zda zajistované riziko nebo &ast penéznich tokd jsou pFipustné

k zajisténi, v konkrétnich situacich.

IAS 39 — Finané&ni nastroje: U¢tovéani a ocefiovani — Pfehodnocenf
vloZenych derivat( (G¢inny pro G¢etni obdobi zaéinajici 1. 1. 2010
nebo pozdeéji). Dodatky objasnuji postup pfi reklasifikaci finan¢nich
aktiv z kategorie ,,v redlné hodnoté do zisku nebo ztraty”, vSechny
vloZené derivaty musi byt hodnoceny, a pokud je to nezbytné, musi
byt o nich u¢tovano oddélené.

IFRIC 17 — Rozdéleni nepenéznich aktiv vlastnikdim (a¢inny pro
GcCetni obdobi zacinajici 1. 1. 2010 nebo pozdégji). Interpretace
objasiiuje pokyny ke spravnému Gcétovani pfipadd, kdy Gcetni
jednotka poskytuje nepenézni aktiva jako plnéni z titulu dividendy
svym akcionartim.

IFRIC 18 — Pfevod aktiv od zékaznik( (Géinny pro Géetni obdobf
zacinajici 1. 1. 2010 nebo pozdé&ji). Interpretace ujasfiuje tctovani
o presunu aktiv od zékaznik(.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

These financial statements of Philip Morris CR a.s. as at

December 31, 2010 and for the year then ended are the separate
financial statements of the Company. They relate to the consolidated
financial statements of Philip Morris CR a.s. and its subsidiary

Philip Morris Slovakia s.r.o. (together “the Group”) for the year ended
December 31, 2010. These separate financial statements should be
read in conjunction with the consolidated financial statements to obtain
a complete understanding of the Group’s results and financial position.

These separate financial statements have been prepared in accordance
with International Financial Reporting Standards as adopted by the
European Union (“IFRS™).

The financial statements have been prepared based on the recognition
and measurement requirements of IFRS standards and IFRIC
interpretations issued and effective, to the extent that they were
endorsed by the European Commission at the time of preparation of
this report. The principal accounting policies applied in the preparation
of the financial statements are set out below. These policies have been
consistently applied to all years presented, unless otherwise stated.

2.2 Changes in accounting policies and procedures

a) New standards, amendments and interpretations to existing
standards mandatory for accounting period 2010

The following standards, amendments and interpretations mandatory
for accounting periods beginning on or after January 1, 2010 are not
relevant to the Company’s operations:

e |AS 27 — Consolidated and Separate Financial Statements (effective
for annual periods beginning on or after January 1, 2010). Requires
an entity to attribute total comprehensive income to the owners of
the parent and to the non-controlling interests (previously “minority
interests”) even if this results in the non-controlling interests having
a deficit balance. The revised standard specifies that changes in

a parent’s ownership interest in a subsidiary that do not result in the
loss of control must be accounted for as equity transactions. It also
specifies how an entity should measure any gain or loss arising on the
loss of control of a subsidiary.

IFRS 3 — Business Combinations (effective for annual periods
beginning on or after January 1, 2010). Allows entities to choose

to measure non-controlling interests using the existing IFRS 3
method or at fair value. The revised IFRS 3 is more detailed in
providing guidance on the application of the purchase method to
business combinations. The revised IFRS 3 brings into its scope
business combinations involving only mutual entities and business
combinations achieved by contract alone.

IAS 39 - Financial Instruments: Recognition and Measurement —
Eligible Hedged Items (effective for annual periods beginning on or
after January 1, 2010). The amendment clarifies how the principles
that determine whether a hedged risk or portion of cash flows are
eligible for designation should be applied in particular situations.
IAS 39 - Financial Instruments: Recognition and measurement —
Re-assessment of Embedded Derivatives (effective for annual periods
beginning on or after January 1, 2010). The amendments clarify that
on reclassification of a financial asset out of the ‘at fair value through
profit or loss’ category, all embedded derivatives have to be assessed
and, if necessary, separately accounted for.

IFRIC 17 — Distribution of Non-Cash Assets to Owners (effective

for annual periods beginning on or after January 1, 2010). The
interpretation clarifies when and how distribution of non-cash assets
as dividends to the owners should be recognised.

IFRIC 18 — Transfer of Assets from Customers (effective for annual
periods beginning on or after January 1, 2010). The interpretation
clarifies the accounting for transfers of assets from customers.
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Zdokonaleni Mezindrodnich standard(i dcetniho vykaznictvi na rok
2009 (vydéno v dubnu 2009):

e |AS 7 - Vykazy penéznich tokd (G¢inny pro ucetni obdobi zadinajici
1. 1. 2010 nebo pozdéji). Klasifikace vydajli na nezat¢tovana aktiva.
e |AS 17 — Leasingy (G¢inny pro G€etni obdobi za¢inajici 1. 1. 2010
nebo pozdéji). Klasifikace leasingll pozemki a budov.
e |[AS 18 - Vynosy. Uréeni zda Gcetni jednotka vystupuje jako mandant
nebo zastupce mandanta.
e |AS 38 — Nehmotna aktiva (G¢inny pro ucetni obdobi za¢inajici
1. 1. 2010 nebo pozdéji). UrEeni redlné hodnoty nehmotného aktiva
pofizeného v ramci podnikové kombinace.
e |AS 39 - Finanéni nastroje: U¢tovani a oceriovani (4¢inny pro Gcéetni
obdobi zacinajici 1. 1. 2010 nebo pozdé&ji). Naklddani se sankcemi
za predcasné splaceni Gvéru jako s Uzce souvisejicimi derivaty.
Vyjimka z rozsahu u smluv o podnikovych kombinacich. U&tovéani
zajisténi penéznich tokd.
IFRS 2 — Skupinové Uhrady vazané na akcii vyporadané v hotovosti
(Gcinny pro ucetni obdobi za¢inajici 1. 1. 2010 nebo pozdéji).
Novela poskytuje jasné principy pro klasifikaci odmén vazanych
na akcie jak v konsolidovanych, tak i v samostatnych Gcetnich
zavérkach. Novela vklada do standardu doporuceni obsazené
v IFRIC 8 a IFRIC 11, které tak budou zruseny.
IAS 1 — Sestavovani a zvefejiiovani G€etni zavérky: Rozdéleni
konvertibilnich nastroji na kratkodobé a dlouhodobé. (G¢inny pro
Ucetni obdobi zacinajici 1. 1. 2010 nebo pozdéji). Novela objasfiuje
to, Ze potencidlni vyporadéani zavazku prostfednictvim emise akcif
neni pfi rozdéleni na kratkodobé a dlouhodobé relevantni.
IFRS 5 — Dlouhodobé aktiva drzena k prodeji a ukoncené ¢innosti
(4€inny pro ucetni obdobi za¢inajici 1. 1. 2010 nebo pozdéji).
Novela upfesiiuje, jaké informace musi byt v Ucetni zavérce
zverejnény v souvislosti s dlouhodobymi aktivy klasifikovanymi jako
uréend k prodeji nebo s ukon¢enymi ¢innostmi.
IFRS 8 — Provozni segmenty: Zvefejnéni informaci o aktivech
segmentu (U¢inny pro U¢etni obdobi za¢inajici 1. 1. 2010 nebo
pozdéji). Novela objasiiuje, Zze G¢etni jednotka musi zvefejnit hodnotu
aktiv segmentu jediné v pfipadé, Ze o této hodnoté pravidelné
informuje vedouci osobu s rozhodovaci pravomoci.
IFRIC 9 - Prehodnoceni vloZenych derivatl (G¢inny pro Gcetni obdobf
zacinajici 1. 7. 2009 nebo pozdgji). Cilem Upravy je potvrdit, Ze
kromé podnikovych kombinaci definovanych ve standardu IFRS 3
nespadaji do rozsahu interpretace IFRIC 9 také derivaty ziskané
pti zakladani spole¢ného podniku a pti transakcich pod spole¢nou
kontrolou.
IFRIC 16 — Zajisténi Cisté investice v zahrani¢ni jednotce (G¢inny
pro Gcéetni obdobi zacinajici 1. 7. 2009 nebo pozdéji). Cilem Gpravy
je objasnit, Ze zajistovaci néstroje mize drzet kterdkoli G¢etnf
jednotka nebo kterékoli Ucetni jednotky ve skupinég, v€etné zahraniéni
jednotky, ktera je sama predmétem zajisténi.
IAS 36 — SniZeni hodnoty aktiv: Uréeni jednotky pro testovani snizeni
hodnoty goodwillu (G¢inny pro Gcetni obdobi zaéinajici 1. 1. 2010
nebo pozdéji). U¢elem Upravy je objasnit, Ze nejvétsi penézotvornou
jednotkou (nebo skupinou jednotek), které méa byt goodwill pro Gcely
testovani sniZzeni hodnoty pfifazen, je provozni segment definovany
v odstavci 5 standardu IFRS 8 — Provozni segmenty.

b) Nové standardy, dodatky a interpretace existujicich standardii,
které jesté nenabyly vicinnosti

Standardy, dodatky a interpretace existujicich standardd, pro které ma
Spolecnost naplni, ale pfedcasné je neaplikovala:

o |AS 24 — Zvefejfiovani spfiznénych stran (G¢inny pro Gcetni obdobi
zaéinajici 1. 1. 2011 nebo pozdé&ji). Ugelem novely je zavést
¢astecnou vyjimku z poZadavkl na zvefejriovani informaci v Gcéetnich
zavérkach subjektl, ve kterych uplatiiuje urity vliv stat, a vyjasnit
definici sptiznéné strany. Novela rovnéZz objasfiuje, Ze spole¢nosti
jsou povinny zvefejnit v G¢etni zévérce informace o vSech pfipadnych
zévazcich spriznéné strany, provést ur€ity krok za podminky, Ze
v budoucnu dojde nebo nedojde k vyskytu ur¢ité udalosti, véetné
vykonatelnych smluv (zalc¢tovanych a nezalctovanych).
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Improvements to International Financial Reporting Standards 2009
(issued in April 2009)

e |AS 7 — Statement of Cash Flows (effective for annual periods
beginning on or after January 1, 2010). Classification of expenditures
on unrecognised assets.

e |AS 17 — Leases (effective for annual periods beginning on or after
January 1, 2010). Classification of leases of lands and buildings.

e |AS 18 — Revenue. Determining whether an entity is acting as
a principal or as an agent.

¢ |AS 38 — Intangible Assets (effective for annual periods beginning on

or after January 1, 2010). Measuring the fair value of an intangible

asset acquired in a business combination.

IAS 39 - Financial Instruments: Recognition and Measurement

(effective for annual periods beginning on or after January 1, 2010).

The penalty for early repayment of a loan considered to be closely

related to the loan. An exemption on the business combination

contracts. Treatment of cash flow hedging.

IFRS 2 — Share-based Payment — Group Cash-settled Share-based

Payment (effective for annual periods beginning on or after January 1,

2010). The amendment provides a clear basis to determine the

classification of share-based payment awards in both consolidated and

separate financial statements. The amendments incorporate into the
standard the guidance in IFRIC 8 and IFRIC 11, which are withdrawn.

IAS 1 — Presentation of Financial Statements: Classification of Convertible

Financial Instruments to Current and Non-current (effective for annual

periods beginning on or after January 1, 2010). The amendment clarifies

that the potential settlement of a liability by the issue of shares is not
relevant to its classification as current or non-current.

IFRS 5 — Non-current Assets Held for Sale and Discontinued Operations

(effective for annual periods beginning on or after January 1, 2010).

The amendment specifies the disclosures required in respect of non-

current assets classified as held for sale or discontinued operations.

IFRS 8 — Operating Segments: Disclosure of Segment Assets (effective

for annual periods beginning on or after January 1, 2010). The

amendment clarifies that the entity is required to report a measure of
segment assets only if such measure is regularly provided to the chief
operating decision maker.

IFRIC 9 - Reassessment of Embedded Derivatives (effective for

annual periods beginning on or after July 1, 2009). The purpose

of the amendment is to confirm that, except for the business

combination defined in IFRS 3, the derivatives acquired in formation

of a joint venture and also acquired in transactions under common
control (the business combinations defined in IFRS 3) do not fall in

the scope of IFRIC 9.

IFRIC 16 — Hedges of a Net Investment in a Foreign Operation

(effective for annual periods beginning on or after July 1, 2009).

The amendment states that a qualifying hedging instrument may be

held by any entity or entities within the group, including the foreign

operation itself being subject to the hedging transaction.

IAS 36 — Impairment of Assets: Allocating Goodwill to Cash-

Generating Units (effective for annual periods beginning on or after

January 1, 2010). The purpose of the amendment is to clarify that the

operating segment level as defined in paragraph 5 of IFRS 8 Operating

segments represents the largest cash generating unit (or group of cash
generating units) permitted for impairment testing of goodwill.

b) New standards, amendments and interpretations to existing

standards published not yet effective

The following standards, amendments and interpretations will be relevant
for the Company but have not been adopted early by the Company:

o |AS 24 - Related Party Disclosures — (effective for annual periods
beginning on or after January 1, 2011). The main objective of the
amendment is to provide a partial exemption from the disclosure
requirements for government-related entities, and to clarify the definition
of a related party. The amendment also clarifies the entity’s obligation to
disclose information about all commitments, associated with a related
party, to do something if a particular event occurs or does not occur in the
future, including executory contracts (recognised and unrecognised).



Spole¢nost predpoklada, Ze novy standard IAS 24 bude mit

vliv na rozsah zverfejnénych transakci se spfiznénymi stranami.

V soucasné dobé zvazuje v8echny mozné dopady novelizace.

IFRS 9 — Finanéni nastroje (G¢inny pro Ucetni obdobi za¢inajici

1. 1. 2013 nebo pozdéji). Novy standard IFRS 9 by mél nahradit
¢asti standardu IAS 39 souvisejici s klasifikaci a ocefiovanim
finanénich aktiv a méni také nékteré z pozadavki na zverejnéni dle
IFRS 7. IFRS 9 rozdéluje veskera financni aktiva, kterd v soucasné
dobé spadaji do rozsahu standardu IAS 39, do dvou skupin —

na aktiva ocenénad zdstatkovou hodnotou a aktiva ocenéna realnou
hodnotou.

Spole¢nost pfedpoklada, Ze novy standard IFRS 9 bude mit vliv

na klasifikaci, ocenéni a zvefejnéni financnich nastrojl v ptiloze. Bez
podrobné analyzy vSak neni mozné k datu zavérky provést pfiméreny
odhad takového dopadu.

Standardy, dodatky a interpretace existujicich standardd, pro které
nema Spolecnost naplri:

e |[FRS 7 — Finan¢ni nastroje: Zverejfiovani — prevody finan¢nich aktiv
(4cinny pro Ucetni obdobi za¢inajici 1. 7. 2011 nebo pozdéji).
Upravy standardu roz$ifuji pozadavky na zvefejiiovani informaci
o transakcich, jejichZ souc¢asti je prevod finan¢nich aktiv.

e |AS 32 — Klasifikace prav na Upis akcii (a¢inny pro ucetni obdobf
zacinajici 1. 1. 2011 nebo pozdé&ji). Novela se vénuje vykazovani
prév na Upis akcif, které jsou vyjadreny v jiné méné, nez je funkéni
ména emitenta. Novela vyjima urcita prava na Upis akcii s plnénim
denominovanym v cizi méné z klasifikace jako finan¢ni derivat.

¢ |[FRIC 14 - Predplaceni pozadovaného minimélniho financovani
(Gcinny pro Ucetni obdobi za¢inajici 1. 1. 2011 nebo pozdéji).
Novela odstraniuje nechtény disledek IFRIC 14 souvisejici
s dobrovolnymi pfedplacenymi penzijnimi pfispévky v pfipadé
poZadavku minimalniho financovani.

¢ |IFRIC 19 - Vyporadani finanénich zévazkl kapitélovych néstrojl
(4cinny pro ucetni obdobi za¢inajici 1. 1. 2011 nebo pozdéji).
Interpretace se vztahuje na pfipady, kdy dluznik vyporada zévazek,
zcela nebo z&asti, tim, Ze vériteli poskytne kapitélové nastroje.

e |AS 12 — OdloZena dan:uhrada G€etni hodnoty aktiv (4€inny pro
U&etni obdobi za&inajici 1. 1. 2012 nebo pozdé&ji). Uprava obsahuje
vyjimku z obecného principu obsazeného ve standardu IAS 12 pro
odloZené dariové pohleddvky nebo odloZené dariové zévazky z titulu
investic do nemovitosti ocenénych redlnou hodnotou dle IAS 40 nebo
z titulu pozemkd, budov a zafizeni ¢i nehmotnych aktiv ocenénych
pomoci pfecefiovaciho modelu dle IAS 16 nebo IAS 38.

Zdokonaleni Mezindrodnich standardd ucetniho vykaznictvi na rok
2010 (vydano v kvétnu 2010):

¢ |[FRS 3 — Podnikové kombinace (G¢inny pro G€etni obdobi
zacinajici 1. 7. 2010 nebo pozdéji). Ocenéni nekontrolnich
podild. Nenahrazené a dobrovolné nahrazené pfisliby thrad
vazanych na akcie. Pfechodné poZadavky na podminéné thrady pfi
podnikovych kombinacich, ke kterym dos$lo pfed datem G€innosti
standardu IFRS 3.

e |[FRS 7 — Finan¢ni nastroje: zvetejfiovani (G€inny pro Gcetni obdobi
zacinajici 1. 1. 2011 nebo pozdé&ji). Objasnéni zvefejnovani.

e |AS 1 - Sestavovani a zverejfiovani ucetni zavérky (acinny pro ucetni
obdobi zacinajici 1. 1. 2011 nebo pozdéji). Vykaz zmén vlastniho
kapitélu.

e |AS 27 — Konsolidovana a individuélni G¢etni zavérka (Ucinny pro
Ucetni obdobi zacinajici 1. 7. 2010 nebo pozdgji). Pfechodné
pozadavky pro nasledné tpravy v disledku standardu IAS 27.

¢ |AS 34 — Mezitimni G€etni vykaznictvi (G€inny pro Gcetni obdobi
zacinajici 1. 1. 2011 nebo pozdéji). Vyznamné udalosti a transakce.

e |[FRIC 13 - Zakaznické vérnostni programy (G¢inny pro G¢etni obdobi
zacinajici 1. 1. 2011 nebo pozdéji). Redlna hodnota vérnostnich
kredit(.

The Company expects that the Amendment to IAS 24 will have

an impact on the extent of the disclosure of transactions with related
parties. The Company is currently assessing all possible impacts of the
amendment.

IFRS 9 - Financial instruments (effective for annual periods beginning
on or after January 1, 2013). IFRS 9 replaces those parts of IAS 39
relating to the classification and measurement of financial assets and
changes also some disclosure requirements as set out by IFRS 7.

Per IFRS 9, all financial assets, currently within scope of IAS 39, are
required to be classified into two measurement categories — those to be
measured subsequently at amortised cost, and those to be measured
subsequently at fair value.

The Company expects that the new IFRS 9 will have an impact on
classification, measurement and disclosure of financial instruments

in the notes to the financial statements. However, without a detailed
analysis it is not possible to perform a reliable estimate of such impact
as at the date of the financial statements.

The following standards, amendments and interpretations will not have
a material impact or will not be relevant for the Company:

e |[FRS 7 — Financial instruments: Disclosures Transfers of Financial
Assets (effective for annual periods beginning on or after

July 1, 2011). The amendment enhances the disclosure requirements
related to transactions including a transfer of financial assets.

IAS 32 - Financial Instruments — Presentation: Classification of Rights
Issues (effective for annual periods beginning on or after January 1,
2011). The amendment deals with presentation of rights issues
denominated in a currency other than the issuing entity’s functional
currency. The amendment exempts certain rights issues of shares with
proceeds denominated in foreign currencies from classification as
financial derivatives.

IFRIC 14 — Prepayments of a Minimum Funding Requirement
(effective for annual periods beginning on or after January 1, 2011). It
removes an unintended consequence of IFRIC 14 related to voluntary
pension prepayments when there is a minimum funding requirement.
IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments
(effective for annual periods beginning on or after January 1, 2011).
The interpretation addresses the accounting in cases where all or part
of the financial liability is extinguished by the debtor by issuing equity
instruments to the creditor.

IAS 12 — Deferred tax: Recovery of Underlying Assets (effective

for annual periods beginning on or after January 1, 2012). The
amendment provides an exception to the general principle as per

IAS 12 for deferred tax assets and deferred tax liabilities arising from
investment property carried at fair value as per IAS 40 or property,
plant and equipment or intangible assets measured using the
revaluation model as per IAS 16 or IAS 38.

Improvements to International Financial Reporting Standards 2010
(issued in May 2010):

e |[FRS 3 — Business Combinations (effective for annual periods
beginning on or after July 1, 2010). Measurement of non-controlling
interests. Un-replaced and voluntarily replaced share-based payment
awards. Transition requirements for contingent consideration from
a business combination that occurred before the effective date of the
revised IFRS 3.

e |[FRS 7 — Financial Instruments: Disclosures (effective for annual
periods beginning on or after January 1, 2011). Clarification of
disclosures.

¢ |AS 1 - Presentation of Financial Statements (effective for annual periods
beginning on or after January 1, 2011). Statement of changes in equity.

e |AS 27 — Consolidated and Separate Financial Statements (effective
for annual periods beginning on or after July 1, 2010). Transition
requirements for subsequent amendments arising as a result of 1AS 27.

¢ |AS 34 — Interim Financial Reporting (effective for annual periods
beginning on or after January 1, 2011). Significant events and
transactions.

¢ |[FRIC 13 — Customer Loyalty Program (effective for annual periods
beginning on or after January 1, 2011). Fair value of award credits.
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Finanéni vysledky

Zakladni zasady sestaveni samostatné ucetni zavérky

Samostatna Ucetni zavérka byla sestavena na principu historickych
pofizovacich cen, s vyjimkou finanénich derivatd, které jsou prvotné
vykazany v redlné hodnoté a nasledné precefiovany v souladu s IAS 39, jak
je déle popséano v zakladnich zédsadach sestaveni samostatné Gcetni zavérky.

Sestaveni samostatné GCetni zavérky v souladu s IFRS vyZaduje
uplatiiovani ur€itych zasadnich cetnich odhadd. VyZaduje rovnéz,
aby vedeni vyuZivalo svij Gsudek v procesu aplikace Gcetnich

pravidel Spole¢nosti. Spole¢nost ¢ini odhady a pfedpoklady tykajici
se budoucnosti. Z toho vznikajici u¢etni odhady ze samé povahy své
definice pouze zfidkakdy odpovidaji ptislusnym skute¢nym vysledkim.

2.3 Srovnatelné udaje

Spole€nost za rok 2009 preklasifikovala zruSeni nerealizovanych
kurzovych ziski ve vys$i 68 milion(i K¢ vztahujicich se k Obchodnim
a ostatnim finanénim pohledavkdam a 22 milion(l K& vztahujicich se
k Obchodnim a ostatnim finanénim zavazk@m z Ostatnich provoznich
vynosl do Ostatnich provoznich nakladd (viz. bod 20).

2.4 Transakce v cizich ménach

a)  Funkéni ména a ména vykazovdni

Polozky, které jsou soucasti ucetni zavérky Spole¢nosti, jsou ocefovany
za pouziti mény primarniho ekonomického prostiedi, ve kterém
Spole&nost plsobi (,funkéni ména”). Ugetni zévérka je prezentovéna

v Ceskych korunéach, které jsou pro Spole€nost jak ménou funkéni, tak
meénou vykazovani.

b)  Transakce a ziistatky

Transakce v cizi méné se prepoCitavaji do funkéni mény na zakladé
sménnych kurz( platnych k datlim transakci. Kurzové zisky a ztraty
vyplyvajici z téchto transakci a z pfepoctu penéznich aktiv a zavazkd
vyjadrenych v cizich ménach sménnym kurzem platnym ke konci
Gcetniho obdobi se vykazuji ve vykazu Uplného vysledku.

2.5 Pozemky, budovy a zafizeni

Pozemky, budovy a zafizeni jsou prvotné vykazény v pofizovaci cené

a jsou s vyjimkou pozemkd odepisovany a vykazovéany v zistatkové
hodnoté. Zistatkova hodnota zahrnuje i pfipadné sniZzeni hodnoty
aktiva. Pozemky jsou nasledné vykazéany v pofizovaci cené snizené

o ¢astku vyjadtujici pfipadné sniZzeni hodnoty. Pofizovaci cena zahrnuje
vydaje, které jsou pfimo pfifaditelné k pofizeni daného aktiva.

Vypljéni naklady vztahujici se pfimo k pofizeni, vystavbé nebo
produkci daného aktiva jsou zahrnuty do U€etni hodnoty pfislusného
aktiva. Takové vyptjéni naklady jsou aktivovany do Gcetni hodnoty
aktiva jestlize je pravdépodobné, Ze budouci ekonomicky prospéch
spojeny s danou polozkou Spole¢nost ziskéd a pofizovaci cena polozky je
spolehlivé méfitelna.

Nasledné vydaje jsou zahrnuty do z{statkové hodnoty aktiva nebo jsou
vykazovény jako samostatné aktivum, jestlize je pravdépodobné, ze
budouci ekonomicky prospéch spojeny s danou poloZkou Spole¢nost
ziské a pofizovaci cena polozky je spolehlivé méfitelna. VeSkeré opravy
a udrzba jsou zalctovany do vykazu Gplného vysledku v rdmci Gcetniho
obdobi, ve kterém vzniknou.

Nemovitosti, stroje a zafizeni, s vyjimkou pozemkd, jsou odepisovéany
rovnomeérné pocinaje jejich uvedenim do uzivani.

Odhadované doby Zivotnosti (v letech) pouzité v této Gcetni zavérce
jsou nasledujici:

Budovy a stavby 15-40
Stroje, pfistroje a zafizeni 8-15
Zatizeni pro zpracovani dat 3-5
Dopravni prostredky 3-8
Inventar 5-10

Pozemky nejsou odepisovany.
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Basis of preparation of the separate financial statements

The financial statements have been prepared under the historical

cost convention except for financial instruments, which are initially
recognised at fair value and subsequently measured in accordance with
IAS 39 as disclosed in the accounting policies below.

The preparation of financial statements in accordance with

IFRS requires the use of certain critical accounting estimates. It
also requires management to exercise judgment in the process

of applying the Company’s accounting policies. The resulting
accounting estimates will, by definition, seldom equal the related
actual results.

2.3. Comparative amounts

The Company reclassified unrealised exchange gain of CZK 68 million
related to Trade and other financial receivables and CZK 22 million
related to Trade and other financial liabilities from Other operating
income to Other operating expense for 2009 (see Note 20).

2.4 Foreign currency transactions

a)  Functional and presentation currency

Items included in the financial statements of the Company are measured
using the currency of the primary economic environment in which the
Company operates (“the functional currency”). The financial statements
are presented in Czech Crowns, which is the Company’s functional and
presentation currency.

b)  Transactions and balances

Foreign currency transactions are translated into the functional currency
using the exchange rate prevailing as at the date of the transactions.
Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at the year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are
recognised in the statement of comprehensive income.

2.5 Property, plant and equipment

All property, plant and equipment is initially recorded at cost and, except
for freehold land, is subsequently carried at cost less any accumulated
depreciation and impairment losses. Freehold land is subsequently
stated at cost less any impairment charges. Cost includes expenditures
that are directly attributable to the acquisition of the asset.

Borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset are included in the cost
of that asset. Such borrowing costs are capitalised as part of the cost
of the asset when it is probable that they will result in future economic
benefits to the Company and the costs can be measured reliably.

Subsequent costs are included in the asset’s carrying amount or
recognized as a separate asset when it is probable that they will result in
future economic benefits to the Company and the costs can be measured
reliably. All other repairs and maintenance are charged to the profit or
loss during the financial year in which they are incurred.

Items of property, plant and equipment, excluding freehold land, are
depreciated from the time they are available for use, using the
straight-line method.

Estimated useful lives (in years) adopted in these financial statements
are as follows:

Buildings and constructions 15-40
Machinery and equipment 8-15
IT equipment 3-5
Vehicles 3-8
Furniture and fixtures 5-10

Land is not depreciated.



Zustatkova hodnota aktiv a jejich Zivotnost je posuzovéna a v pfipadé
potfeby upravena ke kazdému rozvahovému dni. V pfipadé, Ze je
GCetni hodnota aktiva vy$Si neZ je jeho realizovatelna hodnota, snizi se
Gcetni hodnota tohoto aktiva okamZité na jeho realizovatelnou hodnotu
(viz. bod 2.9).

Pozemky, budovy a zafizeni, které se jiZ nepouZivaji nebo jsou z jinych
dlivodl vyfazeny, se z vykazu finanéni pozice vyradi spolu s opravkami
vztahujicimi se k prislusnému aktivu. Veskeré vynosy ¢i ztraty vzniklé
v souvislosti s vyfazenim jsou Uctovéany do vysledku z bézné ¢innosti.

2.6 Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek zahrnuje programové vybaven{

pocitacd. Licence potizené k pocCitatovému softwaru jsou aktivovany

na zékladé vydajl vynaloZenych na potizeni konkrétniho softwaru a jeho
uvedeni do pouZivani. Tyto néklady jsou odepisovany po dobu jejich
predpokladané Zivotnosti (tfi az pét let).

Vydaje spojené s vyvojem nebo Gdrzbou pocitaovych softwarovych
programd jsou vykazany jako néklady v okamziku jejich vynalozeni.
Vydaje, které pfimo souviseji s vytvorfenim presné definovanych

a jedine¢nych softwarovych produktd kontrolovanych Spole¢nosti, které
pravdépodobné prinesou budouci ekonomicky prospéch prevysujici
potizovaci néklady po dobu del$i nez jeden rok, se vykazuji jako
nehmotna aktiva. Pfimé naklady zahrnuji osobni naklady pracovnikil
podilejicich se na vyvoji softwaru a odpovidajici podil pfislusné rezie.

Néklady na vyvoj pocitacového softwaru uznané jako aktiva se odepisuji
po dobu jejich pfedpokladané Zivotnosti (tfi az pét let).

2.7 Dlouhodoba aktiva klasifikovana jako aktiva drzena k prodeji
Spole€nost klasifikuje dlouhodobé aktivum (nebo vyfazovanou skupinu)
jako drZzené k prodeji, pokud bude jeho G¢etni hodnota zpétné ziskana
primarné prodejni transakci spiSe nez pokracujicim uzivanim. Toto
aktivum se oceriuje zlstatkovou hodnotou nebo Cistou realizovatelnou
hodnotou minus naklady souvisejici s prodejem, je-li niZsi.

2.8 Investice v dcefiné spolecnosti
Podil ve spole¢nosti Philip Morris Slovakia s.r.o. je vykdzén v historické
potizovaci cené.

2.9 Snizeni hodnoty aktiv

Pozemky, budovy a zafizeni a ostatni nefinan¢ni aktiva, v€etné
nehmotnych aktiv, jsou posuzovény z hlediska snizeni hodnoty, kdykoli
ur€ité udalosti nebo zmény okolnosti naznacuji, Ze jejich ucetni
hodnota nemusi byt realizovatelna.

Ztrata ze snizeni hodnoty je zalctovéna ve vysSi Castky, o kterou ucetni
hodnota aktiva prevySuje jeho realizovatelnou hodnotu. Realizovatelna
hodnota predstavuje redlnou hodnotu sniZzenou o naklady prodeje nebo
hodnotu z uzivani, je-li vy$s8i. Za ucelem posouzeni snizeni hodnoty
jsou aktiva sdruZovana na nejniz8ich Urovnich, pro které existuji
samostatné identifikovatelné penézni toky (penézotvorné jednotky).

2.10 Zasoby

Zasoby se vykazuji v pofizovacich cenéach nebo v Cisté realizovatelné
hodnoté, je-li niZ8i. Pofizovaci cena zahrnuje cenu pofizeni a vedlejsi
néklady spojené s pofizenim zé&sob (doprava, clo, apod.). Hodnota
nedokoncéené vyroby a hotovych vyrobkil zahrnuje pfimé materialové
néklady a vyrobni reZii. Vyrobni reZie zahrnuje pfedevsim mzdy,

odpisy, spotfebu energii, naklady na opravy a udrzovani apod. Ocenéni
nedokoncéené vyroby, vyrobk{ a zboZi je na zékladé metody FIFO. Tabak,
provozni zésoby a nahradni dily jsou ocenény v primeérnych cenach.

Cista realizovatelna hodnota se rovna odhadnuté prodejni cené
v bézném podnikani snizené o odhadované variabilni néklady nutné
k realizaci prodeje.

The assets’ residual values and useful lives are reviewed, and adjusted if
appropriate, as at each balance sheet date. An asset’s carrying amount
is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount

(see Note 2.9).

Items of property, plant and equipment that are retired, or otherwise
disposed of, are eliminated from the statement of financial position,
along with the corresponding accumulated depreciation. Any gain or loss
arising from retirement or disposal is included in net operating income.

2.6 Intangible assets

Intangible assets include computer software. Acquired computer
software licenses are capitalised on the basis of the costs incurred to
acquire and bring the specific software to use. These costs are amortised
over their estimated useful life (three to five years).

Costs associated with developing or maintaining computer software
programs are recognised as an expense as incurred. Costs that are
directly associated with the production of identifiable and unique
software products controlled by the Company, and that will probably
generate economic benefits exceeding costs, are recognised as intangible
assets. Direct costs include the costs of employees involved in software
development and an appropriate portion of relevant overheads.

Computer software development costs recognised as assets are
amortised over their estimated useful lives (three to five years).

2.7 Non-current assets held for sale

The Company classifies non-current assets (or disposal groups) as held-
for-sale separately if their carrying amount is to be recovered principally
through a sale transaction rather than through continuing use and
measures them at the lower of its carrying amount and fair value less
costs to sell.

2.8 Investment in subsidiary
The holding in Philip Morris Slovakia s.r.o. is recorded at historical cost.

2.9 Impairment of assets

Property, plant and equipment and other non-financial assets, including
intangible assets, are reviewed for impairment losses whenever events or
changes in circumstances indicate that the carrying amount may not be
recoverable.

An impairment loss is recognised for the amount by which the carrying
amount of the asset exceeds its recoverable amount, which is the higher
of an asset’s net selling price and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest level, for which
there are separately identifiable cash inflows (cash-generating units).

2.10 Inventories

Inventories are stated at the lower of cost and net realisable value. Costs
of inventories include the purchase price and related costs of acquisition
(transport, customs duties, etc.). The value of work-in-progress and
finished goods includes direct material costs and allocated overhead
costs. Overhead costs include labour, depreciation, power and heating,
repair and maintenance and other related costs. The carrying amount of
work-in-progress, merchandise and finished goods is determined on the
basis of FIFO. The carrying amount of tobacco, operating supplies and
spare parts is determined on the basis of weighted average cost.

Net realisable value is the estimated selling price in the ordinary course
of business, less applicable variable selling expenses.
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2.11 Pajéky a pohledavky

Pljcky a pohledavky jsou nederivatova finan¢ni aktiva s danymi nebo
prepokladanymi platbami, kterd nejsou kétovéna na aktivnim trhu. Jsou
zahrnuta do kratkodobych aktiv, s vyjimkou dob splatnosti del$ich nez
12 mésicl po rozvahovém dni. Ta jsou klasifikovéna jako dlouhodoba
aktiva. Pljcky a pohledévky jsou zahrnuty ve vykazu finanéni pozice

v obchodnich a ostatnich finan€nich pohledavkach.

Obchodni pohledavky se prvotné vykazuji v redlné hodnoté a nasledné
jsou ocefovany zlstatkovou hodnotou na zakladé metody efektivni
Urokové sazby po odecteni opravné polozky na snizeni hodnoty. Opravna
poloZka na sniZeni hodnoty obchodnich pohledavek za doméacimi

a zahrani¢nimi odbérateli mimo skupinu PMI se vytvari tehdy, jestlize
existuji objektivni dliikazy o tom, Ze Spole¢nost nebude schopna
inkasovat veskeré dluzné ¢astky podle plivodné sjednanych podminek.
Vyznamné finanéni téZkosti odbératele, pravdépodobnost, Ze dluznik
vstoupi do konkurzu, nedodrzeni splatnosti nebo prodleni ve splatnosti
zavazku (u pohledavek z obchodnich vztah( vici tfetim stranam

od 14 do 30 dni v zavislosti na individualnim posouzeni situace
dluznika) jsou indikatory, Ze obchodni pohleddvky jsou znehodnoceny.
VySe opravné polozky je rozdil mezi G¢etni hodnotou aktiva a sou¢asnou
hodnotou odhadovanych budoucich penéznich tokd diskontovanych
ptvodni efektivni Grokovou sazbou. Tvorba této ztraty z opravné polozky
je zauctovéana do vykazu zisku a ztraty. Pohledéavky za spole¢nostmi
skupiny PMI nejsou povaZovéany za pochybné.

2.12 Spotiebni dan

Spotfebni dar obsazena v hodnoté nakoupenych kolkl je primarné
vykdzéna v ostatnich nefinan¢nich aktivech spolu s odpovidajicim
zévazkem v kategorii ,,Ostatni dafiové zavazky”. Aktivum zanika a stava
se soucasti obchodnich pohledévek v okamZiku prodeje hotovych
vyrobk(l a zboZi, které jsou pfedmétem spotiebni dané. Konzistentné

s tim zasoby a naklady na prodané zboZi nezahrnuji spotfebni dan.

2.13 Penézni prostiedky a penézni ekvivalenty

Penézni prostfedky a penézni ekvivalenty zahrnuji finanéni hotovost,
inkasovatelné bankovni vklady, ostatni vysoce likvidni kratkodobé
investice s pdvodni dobou splatnosti tfi mésice a méné, debetni
z(statky na bankovnich Gctech (kontokorentni G¢ty) nebo jiné pljcky
splatné na pozadani. V rozvaze jsou debetni ziistatky na bankovnich
Gcétech (kontokorentni Gcty) a jiné pijcky splatné na pozadani vykazany
v poloZce Prijaté pujcky v kratkodobych zavazcich.

2.14 Obchodni zavazky

Obchodni zévazky se prvotné vykazuji v redlné hodnoté a nasledné jsou
ocefovany zlstatkovou hodnotou na zakladé metody efektivni trokové
sazby.

2.15 Odlozena daii z pfijmu

OdloZena dan je vypoctena s pouzitim zavazkové metody uplatnéné
na vSechny pfechodné rozdily vzniklé mezi dafiovou hodnotou aktiv

a zavazkU a jejich Gcetni hodnotou vykazovanou v tcetni zévérce.
Pokud ov8em odlozena dan vyplyvé z vychoziho zachyceni aktiva nebo
zévazku z transakci jinych, nez je podnikovéa kombinace, které v dobé
vzniku nemaji dopad ani na G¢etni ani na dafovy zisk nebo ztratu,
pak se o ni netc¢tuje. OdloZena dani z piijm0 se stanovi za pouZiti
darové sazby (a daiovych zékon(), které byly schvaleny nebo je proces
jejich schvalovani v podstaté dokoncen a o kterych se predpoklada, ze
budou G¢inné v obdobi, ve kterém bude pfislusna dariova pohledavka
realizovédna nebo zévazek odloZené dané z p¥ijm0 vyrovnan. Zmény

v odloZené dani vyplyvajici ze zmén danovych sazeb jsou vykazéany

v obdobi, ve kterém jsou zmény uzakonény.

OdloZené dariové pohledévky se vykazuji v rozsahu, v némz je
pravdépodobné, Ze bude v budoucnosti dosazeno zdanitelného zisku,
ktery umozni uplatnéni téchto prechodnych rozdild.

Odlozena dan je zalc¢tovana do vykazu zisku a ztraty s vyjimkou pfipadi,
kdy se vztahuje k polozkam G¢tovanym do ostatniho Gplného vysledku.
V takovych pfipadech je také uctovana do ostatniho Gplného vysledku.
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2.11 Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. They are
included in current assets, except for those with maturities greater than
12 months after the balance sheet date. These are classified as non-
current assets. Loans and receivables are classified as trade and other
receivables in the statement of financial position.

Trade receivables are recognised initially at fair values and
subsequently measured at amortised costs using the effective interest
method, less provision for impairment. Such provision for impairment
of domestic and foreign third-party trade receivables is established

if there is objective evidence that the Company will not be able to
collect all amounts due according to the original terms of receivables.
Significant financial difficulties of the debtor, the probability that the
debtor will enter bankruptcy and default or there is delinquency in
payments (in the case of trade receivables from third parties more
than 14-30 days overdue based on individual assessment of the
debtor) are considered indicators that the trade receivable is impaired.
The amount of the impairment loss is the difference between the
carrying amount and the recoverable amount, being the present value
of estimated future cash flows discounted at the original effective
interest rate. The amount of the impairment provision is recognised

in profit or loss. Receivables from PMI entities do not represent
collection risk.

2.12 Excise tax

Excise tax on purchased fiscal stamps is initially recognised as other
non-financial asset with a corresponding liability classified in ,,Other
tax liabilities”. The asset is derecognised and reclassified to trade
receivables upon sale of finished goods and merchandise subject to
excise tax. Correspondingly, inventories and cost of goods sold do not
include excise tax.

2.13 Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held on call
with banks, other short-term highly liquid investments with original
maturities of three months and less, bank overdrafts or other on-demand
payable liabilities. Bank overdrafts and other on-demand payable
liabilities are shown on the statement of financial position within
Borrowings in current liabilities.

2.14 Trade Payables

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest
method.

2.15 Deferred income tax

Deferred income taxation is calculated using the liability method applied
to all temporary differences arising between the tax base of assets

and liabilities and their carrying amounts in the financial statements.
However, if the deferred income tax arises from initial recognition of an
asset or liability in a transaction other than a business combination that
at the time of the transaction affects neither the accounting nor taxable
profit nor loss, it is not accounted for. Deferred income tax is determined
using tax rates (and laws) that have been enacted or substantially
enacted by the balance sheet date and are expected to apply when the
related deferred income tax asset is realised or the deferred income tax
liability is settled. Changes in deferred tax resulting from the change in
tax rates are recognised in the period in which the changes are enacted
or substantially enacted.

Deferred income tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which the
temporary differences can be utilised.

Deferred tax is charged or credited to profit or loss, except when it
relates to items charged or credited to other comprehensive income, in
which case the deferred tax also affects other comprehensive income.



2.16 Zaméstnanecké pozitky

a)  Diichodové pojisténi a penzijni pripojisténi

Spole¢nost hradi pravidelné odvody do statniho rozpoctu k financovani
statniho dichodového pojiténi v sazbach platnych pro dané obdobi

z vyplacenych hrubych mezd. Nad ramec téchto zakonnych odvodil
nejsou vyZzadovany od Spole¢nosti Zadné jiné dodatecné odvody.
Naklady souvisejici s odvody jsou zU¢tovény ve vykazu zisku a ztraty
ve stejném obdobi jako vyplata mezd a plat, ke kterym se vztahuji.

Spoleénost také poskytuje svym zaméstnancim penzijni pfipojisténi
formou plateb nezavislym penzijnim fond{im v ramci platného
prispévkové definovaného penzijniho planu. Tyto néklady jsou Uctovéany
do vykazu zisku a ztraty v roce, se kterym €asové souviseji. Nad ramec
téchto zékonnych odvod(l nejsou vyZzadovany od Spole¢nosti zadné jiné
dodate¢né odvody.

b)  Odstupné a pozitky pii prediasném ukonceni pracovniho
poméru

Odstupné a pozitky pfi pfed¢asném ukonceni pracovniho poméru se
vypléaceji v ptfipadé, Ze je pracovni pomér ukonéen pred normélnim
odchodem do diichodu nebo pfed uplynutim pracovni smlouvy.
Spole¢nost vykazuje pozitky z pfed¢asného ukonéeni pracovniho
poméru, pokud je zavédzana k ukonceni pracovniho poméru vybranych
zaméstnanc( v souladu se schvalenym detailnim planem bez reélné
moznosti od tohoto planu odstoupit.

c) Uhmdy vdzané na akcie

PMI poskytuje urcité plany thrad vazanych na akcie pro vedouci
zaméstnance vSech spole¢nosti v ramci skupiny PMI. Tyto plany se
vztahuji k akciim spole¢nosti PMI. Tyto plany predstavuji thrady
vézané na akcie vyporadané kapitalovymi nastroji. Na zakladé pravidel
stanovenych ,,Performace Incentive Plans je vybranym zaméstnanciim
poskytovéna dlouhodoba odména v podobé naroku na akcie PMI, které
by jim mély byt v budoucnosti ptidéleny (,Deferred Stock"). K realizaci
naroku a nabyti akcii zaméstnanci dochazi po uplynuti zaméstnaneckého
pomeéru tfi let od data poskytnuti naroku (,,rozhodné obdobi*).

Hodnota naklad( sluzeb zaméstnancti vykazanych jako protihodnota

za pridélené néroky na akcie je uréena na zakladé redlné hodnoty
narok(l k datu poskytnuti. Tato redlné hodnota odpovida trzni cené
akcii PMI k datu poskytnuti. Néklady jsou do vykazu UpIného vysledku
(néklady na zaméstnance a zaméstnanecké poZitky a sluzby) za¢tovany
rovnomérné béhem rozhodného obdobi se souvztaznym zapisem

do vlastniho kapitalu. Hodnota nakladd vykazanych jako protihodnota
za pridélené naroky v letech 2010 a 2009 byla nevyznamna.

2.17 Rezervy

Spole&nost tvofi rezervy, pokud mé soucasny pravni nebo mimosmluvni
zévazek, ktery je vysledkem minulych udalosti, je pravdépodobné, Ze

k vyporadani tohoto zévazku bude nezbytné od¢erpani prostiedk,

a muZe byt proveden spolehlivy odhad vySe zavazku. Rezervy se
nevytvéfeji na budouci provozni ztraty.

Rezervy jsou ocenény v soucasné hodnoté nejlepsiho odhadu vydajl
potfebnych k vyrovnani sou¢asného zévazku k rozvahovému dni.

2.18 Vykazovani vynost a nakladd

Vynosy predstavuji redlnou hodnotu pfijaté nebo néarokované
protihodnoty za prodej zboZi, vyrobkil a sluzeb, bez dané z ptidané
hodnoty a spotfebni dané, po odpoctu slev a skont. Vynosy jsou
vykazovéany nasledujicimi zplsoby:

Prodej vyrobki a zboZi

Vynosy z prodeje vyrobki a zboZi se vykazuji, pokud ucéetni jednotka
prevedla na kupujiciho vyznamna rizika a odmeény z vlastnictvi zboZi;
nezachovava si pokracujici manaZerskou angaZovanost v mife obvykle
spojované s vlastnictvim poZzadovaného zboZzi, ani skute¢nou kontrolu
nad timto zboZim; Castka vynos(i m(ize byt spolehlivé ocenéna; je
pravdépodobné, Ze ekonomické uZitky, které jsou s transakci spojeny,
poplynou do ucetni jednotky, a vzniklé naklady nebo naklady, které

s ohledem na transakci teprve vzniknou, mohou byt spolehlivé ocenény.

2.16 Employee benefits

a)  Pension obligations

Contributions are made to the Government’s retirement benefit and
unemployment schemes at the statutory rates applicable during the year
and are based on gross salary payments. The Company has no further
payment obligations once the contributions have been paid. The expense
for the contributions is charged to profit or loss in the same period as the
related salary expense.

The Company also makes contributions to defined contribution schemes
operated by external pension companies. These contributions are
charged to profit or loss in the year to which the contributions relate.
Company has no further payment obligations once the contributions have
been paid.

b)  Redundancy and termination benefits

Redundancy and termination benefits are payable when employment

is terminated before the normal retirement or contract expiry date. The
Company recognises redundancy and termination benefits when it is
demonstrably committed to terminating the employment of current
employees according to a detailed formal plan without the possibility of
withdrawal.

¢)  Share-based payments

PMI runs certain compensation plans for management of all PMI
companies. The plans relate to the stock of PMI. These plans are equity
settled share-based payment transactions. There are Performance
Incentive Plans in place under which eligible employees receive deferred
stock awards representing long-term equity compensation that delivers
shares of PMI after a three-year service period (the vesting period). The
compensation cost for deferred stock awards is determined by using
fair value of the equity instruments awarded as at the grant date. The
fair value corresponds to the market price of PMI common stock on

the date the award is granted to the employee. Compensation cost is
recognised over the vesting period on a straight-line basis as a charge
to the employee benefits expense with a corresponding entry in equity.
Amounts recognised as compensation expense in 2010 and 2009 were
immaterial.

2.17 Provisions

Provisions are recognised when: the Company has a present legal or
constructive obligation as a result of past events; it is more likely than
not that an outflow of resources will be required to settle the obligation;
and the amount can be reliably estimated. Provisions are not recognised
for future operating losses.

Provisions are measured at the present value of the best estimate of the
expenditure required to settle the present obligation as at the balance
sheet date.

2.18 Revenue and expense recognition

Revenue comprises the fair value of the consideration received or
receivable for the sale of goods and services, net of value-added tax,
excise tax, rebates and discounts.

Sales of goods

Revenue from the sales of goods is recognised when the Company

has transferred the significant risks and rewards of ownership of the
goods to the buyer; the Company retains neither continuing managerial
involvement to the degree usually associated with ownership nor
effective control over the goods sold; the amount of revenue can be
measured reliably; it is probable that the economic benefits associated
with the transaction will flow to the Company and the costs incurred or
to be incurred in respect of the transaction can be measured reliably.
Revenue is recognised at the moment of delivery despatch to the
customer for both export and domestic sales.
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O vynosu je Uctovano v okamziku vyskladnéni jak v pfipadé domacich
prodej, tak i exportu.

Prodej sluZeb

Vynosy z poskytovani sluzeb se vykazuji, jestlize dojde k poskytnuti
sluzby za pomoci metod uZivanych pro stanoveni stupné dokoncenosti
konkrétni transakce, uréeného na zakladé skute¢né poskytnuté sluzby
k poméru celkovych sluzeb, které maji byt poskytnuty.

Vynosy z dividend
Vynos z dividend se vykazuje tehdy, kdyZ vznikne pravo akcionare
na prijeti platby.

Vynosy z drokd
Urokovy vynos se vykazuje ¢asove rozliSeny s pouzitim metody efektivni
Urokové sazby a zohlednénim vySe nesplacené jistiny.

Soucasti nakladi na prodané vyrobky a zboZi jsou variabilni a fixn{
vyrobni ndklady, pofizovaci cena nakoupeného zboZi a licenéni poplatky
placené za prodané vyrobky.

Odbytové naklady vyplyvaji z odbytové Cinnosti a kromé personalnich
a rezijnich néklad( zahrnuji také odpisy majetku v oblasti prodeje,
naklady spojené s expedici, ndklady na propagaci, podporu prodeje,
prizkum trhu a sluzby zékaznikim.

Spravni naklady zahrnuji persondlni a rezijni naklady a odpisy majetku
ve spravni oblasti.

2.19 Leasing

Leasing je klasifikovan jako operativni leasing, jestliZze podstatna

Cast rizik a uzitkd vyplyvajicich z vlastnictvi zlistava u pronajimatele.
Splatky uhrazené na zékladé operativniho leasingu se uctuji do vykazu
Uplného vysledku rovnomérné po celou dobu trvani leasingu.

Leasing pozemk{, budov a zafizeni, pfi némz na Spole¢nost prechazi
podstatna ¢ast rizik a odmeén vyplyvajicich z vlastnictvi, je klasifikovan
jako finan¢ni leasing. Spole¢nost nepofizuje dlouhodoby majetek
prostfednictvim finanéniho leasingu.

2.20 Vyplata dividend
Vyplata dividend akcionar(im Spolecnosti se vykazuje v Ucetni zévérce
Spole€nosti jako zévazek v obdobi, ve kterém jsou dividendy schvéleny
akcionafi Spole¢nosti.

3. RIZENI FINANCNICH RIZIK

3.1 Faktory finan¢niho rizika

Z ¢innosti Spole¢nosti vyplyva fada finan¢nich rizik: trzni riziko,
Gvérové riziko a riziko likvidity. Trzni riziko a riziko likvidity je fizené
centralnim oddé&lenim Treasury skupiny PMI v Lausanne. Uvérové riziko
je fizeno priméarné Spolecnosti. PMI Treasury identifikuje, ocenuje

a zajistuje finan&nf riziko v tizké spolupréci se Spole¢nosti. Rizenf rizik
provadi centralni oddéleni Treasury skupiny PMI v souladu s pravidly
schvélenymi predstavenstvem Spolecnosti, kterd vychézi z politik PMI
pro fizeni finan¢niho rizika.

a) Trini riziko

Spolegnost plsobi na mezinarodnim trhu a je vystavena ménovému
riziku vztahujicimu se k rdznym ménam. Ménové riziko vyplyva zejména
z titulu budoucich nakup( a prodejd a pohledavek a zavazkd v cizich
ménach. Pro fizeni mé&nového rizika Spole¢nost pfilezitostné nakupuje
ménové opce prostfednictvim PMI Treasury, o kterych uctuje jako

o zajistovacich derivatech. V letech 2010 a 2009 Spole¢nost neméla
Zadné ménové opce.
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Sales of services

Sales of services are recognised when the services are rendered, by
reference to completion of the specific transaction assessed on the basis
of the actual service provided as a proportion of the total services to be
provided.

Dividend income
Dividend income is recognised when the shareholder’s right to receive
payment is established.

Interest income
Interest income is accrued on a time basis, by reference to the principal
outstanding and the effective interest rate applicable.

Costs of goods sold include variable and fixed manufacturing costs, costs
of goods purchased for resale and royalties paid for the cigarettes sold.

Distribution expenses include personnel and material costs, and
depreciation and amortisation applicable to the distribution function,
as well as the costs of shipping, advertising, sales promotion, market
research and customer service.

Administrative expenses include personnel costs and overheads as well as
depreciation and amortisation applicable to administrative functions.

2.19 Leases

Leases under which a significant portion of the risks and benefits

of ownership are effectively retained by the lessor are classified as
operating leases. Payments made under operating leases are charged to
the statement of comprehensive income on a straight-line basis over the
period of the lease.

Leases of property, plant and equipment where the Company has
substantially all the risks and rewards of ownership are classified as
finance leases. The Company does not acquire its operating assets via
finance leases.

2.20 Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as
a liability in the Company’s financial statements in the period in which
the dividends are approved by the Company’s shareholders.

3. FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Company’s activities expose it to a variety of financial risks:
market risk, credit risk and liquidity risk. Market and liquidity risks are
managed under approved policies by a central Treasury group of PMI
in Lausanne. Credit risk is managed primarily by the Company. PMI
Treasury identifies, evaluates and hedges financial risks in close co-
operation with the Company’s operating units. The Board of Directors
provides written principles for overall risk management, which are
based on PMI financial risk management policies.

a) Market risk

The Company operates internationally and is exposed to foreign
exchange risk arising from various currency exposures. Foreign
exchange risk arises from future purchase and sale transactions and
from assets and liabilities recognised in foreign currencies. To hedge
part of this exposure, the Company occasionally uses currency option
derivative instruments, transacted with PMI Treasury. There were no
currency options used in 2010 and 2009.



Rozdéleni finan¢nich aktiv podle mén (v milionech K¢):

Ugetni hodnota

The split of financial assets by currencies is as follows (in CZK million):

Carrying amount as

k 31. 12. 2010 CZK EUR uUsD Ostatni Celkem at December 31,

Pohledavky 2010 CZK EUR usD Other Total
za tretimi stranami Receivables from

— domécf 1150 0 0 0 1150 third pa_rties -

Pohledavky domestic 1150 - - - 1150
za tretimi stranami Receivables from

— zahrani¢ni 1 0 0 0 1 thirq parties —

Pohledavky foreign 1 - - - !
za spole¢nostmi Receivables from

skupiny PMI 28 444 3 0 475 PMI entities 28 444 3 - 475
Uety v bance 21 0 0 0 21 Cash at banks 21 - - - 21
Kratkodobé pujcky On demand deposits

spfiznéné strané 6 840 0 0 0 6 840 with related parties 6 840 - - - 6 840
Celkem 8 040 444 3 0 8 487 Total 8 040 444 3 - 8 487
Ucetni hodnota Carrying amount as

k 31. 12. 2009 CZK EUR usD Ostatni Celkem at December 31,

Pohledavky 2009 CZK EUR usD Other Total
za tretimi stranami Receivables from

— domécf 985 0 0 0 985 third parties —

Pohledévky domestic 985 - - - 985
za tretimi stranami Receivables from

— zahrani¢ni 3 0 0 0 8 third parties —

Pohledavky foreign 3 - - _ 3
za spole¢nostmi Receivables from

skupiny PMI 7 402 0 1 410 PMI entities 7 402 - 1 410
Uety v bance 6 0 0 0 6 Cash at banks 6 - - - 6
Kratkodobé pujcky On demand deposits

spfiznéné strané 5884 0 0 0 5884 with related parties 5884 - - - 5884
Celkem 6 885 402 0 1 7 288 Total 6 885 402 - 1 7 288
Rozdéleni finanénich zavazk{ podle mén (v milionech K¢): The split of financial liabilities by currencies is as follows (in

CZK million):

Ugetni hodnota

k 31.12. 2010 CzZK EUR usD Ostatni Celkem Carrying amount as

Z&vazky tretim at December 31,

stranam — domaci 229 1 0 0 230 2010 CZK EUR usb Other Total
Zavazky tretim Payables to third

strandm — parties — domestic 229 1 - - 230
zahrani¢ni 2 101 15 11 129 Payables to third

Zavazky parties — foreign 2 101 15 11 129
spolecnostem Payables to PMI

skupiny PMI 0 215 36 67 318 entities - 215 36 67 318
Celkem 231 317 51 78 677 Total 231 317 51 78 677
Uéetni hodnota Carrying amount as

k 31. 12. 2009 CZK EUR uUsb Ostatni Celkem at December 31,

Zavazky tretim 2009 CZK EUR usD Other Total
stranam — domaci 310 3 0 0 313 Payables to third.

Zavazky tretim parties — domestic 310 3 - - 33
stranam — Payables to third

zahrani¢ni 3 132 20 11 166 parties — foreign 3 132 20 11 166
Zavazky Payables to PMI

spoleénostem entities - 169 41 24 234
skL.mey PMI 0 169 41 24 234 Borrowings 11 R R B 1
POjCky 11 0 0 0 1 yotal 324 304 61 35 724
Celkem 324 304 61 35 724

Sensitivity analysis

Analyzy citlivosti

Citlivost na zmény ménového kurzu
Spole¢nost je vystavena ménovému riziku vyplyvajicimu zejména

z transakci se spole¢nostmi se sidlem v Evropské unii, v€etné své
slovenské dcefiné spole¢nosti, a se spole¢nostmi skupiny PMI se
sidlem ve Svycarsku. Nejvyznamn&j$imi m&nami jsou euro a americky
dolar. Ménové riziko je hodnoceno ve vztahu k funkéni méné (eska
koruna) k rozvahovému dni, kdy jsou pohledéavky a zavazky vedené

v cizi méné prepodteny na &eské koruny kurzem Ceské narodni banky.

Sensitivity to exchange rates

The Company is exposed to the foreign currency risk arising from

transactions performed mainly with companies in the European Union,

including its Slovak subsidiary, and PMI Swiss subsidiaries. The

common currencies used by the Company are the EUR and USD. The
foreign currency risk is measured against the functional currency (CZK)
as at the balance sheet date, when the financial assets and liabilities
denominated in foreign currencies are recalculated to the CZK by
applying the Czech National Bank exchange rate.
The sensitivity analysis considers only unpaid financial assets and
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Analyza citlivosti zahrnuje pouze neuhrazena finanéni aktiva a zavazky
denominované v cizich ménach a méfi dopad z prepoctu téchto polozek
k rozvahovému dni kurzem Ceské narodni banky k 31. 12. 2010.
Spoleénost povazuje mozny pohyb ménovych kurzi vici Ceské

koruné v nésledujicim obdobi +5 % (zhodnoceni ¢eské koruny) a -5 %
(znehodnoceni ¢eské koruny).

Analyza citlivosti na zmény kurzu je pfipravena po jednotlivych ménéach
za predpokladu, Ze kurzy ostatnich mén jsou beze zmény.

Nésledujici tabulka predstavuje mozny dopad na zisk pfed zdanénim
pfi ocekavaném posileni (+5 %) nebo oslabeni (-5 %) Ceské koruny vigi
cizim ménam (v milionech K¢):

2010 -5% znehodnoceni CZK

Ména EUR usb

Zvyeni (+) / snizeni (-) zisku 6 -3
+5% zhodnoceni CZK

Ména EUR usb

ZvySeni (+) / snizenf (-) zisku -6 3

2009 -20% znehodnoceni CZK

Ména EUR usD

ZvySeni (+) / snizeni (-) zisku 19 -12
+20% zhodnoceni CZK

Ména EUR usb

ZvySeni (+) / snizeni (-) zisku -19 12

Citlivost na zmény urokové sazby

Spole¢nost je vystavena trokovému riziku zejména v souvislosti

s poskytovanim kratkodobych pUj¢ek se stanovenou dobou splatnosti

a kratkodobych pdjcek splatnych na pozadani spole¢nostem

ve skupiné PMI. Spole¢nost pfedpoklada mozny pohyb vynosové kfivky
v nasledujicim obdobi +100/-10 bazickych bodd.

Pro poskytnuté kratkodobé pljcky a kratkodobé pljcky splatné

na pozadani poskytnuté spole¢nostem ve skupiné PMI je dopad na zisk
pred zdanénim stanoven na zakladé specifikované zmény Urokové
sazby, kterad by nastala na zacatku Gcetniho obdobi a za pfedpokladu,
Ze by nedoslo k zadné jiné zméné Urokovych sazeb v priib&hu celého
Ucetniho obdobi. Ostatni finanéni aktiva a zavazky nejsou povazovany
za Urokové citlivé.

Nésledujici tabulka predstavuje mozny dopad na zisk pfed zdanénim
pfi ocekavaném nardstu (+100 bazickych bodi) nebo poklesu (-10
bazickych bodU) tGrokovych sazeb (v milionech K¢):

Pokles trokové miry
0 10 baz. bodu

Narast arokové miry

2010 0 100 baz. bodu

Financial results

liabilities denominated in foreign currencies and it measures the
impact from recalculation of these items as at the balance sheet

date using exchange rates published by the Czech National Bank as
at December 31, 2010. The Company considers the movements of
exchange rates against CZK in the following period +5% (appreciation
of CZK) and -5% (depreciation of CZK) as possible.

The sensitivity analysis on exchange rate changes is prepared for
individual currencies on the presumption that there is no movement in
the exchange rates of other currencies.

The following table presents the impact on profit and loss before tax
of an appreciation (+5%) or depreciation (-5%) of the CZK to foreign
currencies (in CZK million):

2010 CZK depreciation by 5%
Currency EUR uSD
Increase / (decrease) in profit or loss 6 (3)
CZK appreciation by 5%
Currency EUR usD
Increase / (decrease) in profit or loss (6) 3
2009 CZK depreciation by 20%
Currency EUR usD
Increase / (decrease) in profit or loss 19 (12)
CZK appreciation by 20%
Currency EUR usD
Increase / (decrease) in profit or loss (19) 12

Sensitivity to interest rates

The Company is exposed to interest rate risk mainly in relation to short-
term loans and short-term on-demand deposits with PMI companies.
The Company assumes the possible movements of the yield curve in
the following period by +100/-10 basis points.

For short-term loans receivable and short-term on-demand deposits
with PMI companies, the impact on the profit and loss before tax is
determined on the basis of a defined change in the interest rate, which
would have arisen at the beginning of the accounting period and based
on the assumption that no other changes in the interest rate occurred
during the entire accounting period. Other financial assets and
liabilities are not considered to be sensitive to interest rate movements.

The following table presents the possible impact on profit and loss
before tax of an expected increase (+100 basis points) or decrease
(-10 basis points) of interest rates (in CZK million):

Interest rate increased Interest rate decreased

2010 by 100 basis points by 10 basis points

Zvydeni (+) / snizeni (-) zisku

68

-7

2009

Narust urokové miry
0 100 baz. bodu

Pokles trokové miry
0 50 baz. bodu

ZvySeni (+) / snizeni (-) zisku

59

-29

Increase / (decrease) in profit
or loss

68

(7)

Interest rate increased
by 100 basis points

2009

Interest rate decreased
by 50 basis points

Increase / (decrease) in profit
or loss

59

(29)

b)  Uvérové riziko

Spole¢nost ma stanovena pravidla, kterd zajistuji, Ze prodej vyrobkd
a zboZi s odloZenou splatnosti je realizovan pouze s odbérateli, ktefi
splfiuji podminky pro Gvérovy prodej a maji pfislusnou Gvérovou
historii.

Vyraznou podporu v této oblasti poskytuji Spole¢nosti odbornici z PMI
Treasury v Lausanne. Kromé PMI Treasury Spole¢nost vyuziva k analyze
protistran také sluZeb externich ratingovych agentur.
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b)  Credit risk

The Company has policies in place to ensure that sales of products and
merchandise on credit are made to customers who meet the Company’s
criteria for credit eligibility and have adequate credit history.

Considerable support in this area is provided by PMI Treasury
specialists. Apart from PMI Treasury, the Company also uses the
services of external rating agencies for counterparty analysis.



Pfipadna platebni neschopnost odbératele mize vést k bezprostiednim
ztratdm s nezadoucim vlivem na hospodareni Spole¢nosti. Z tohoto
diivodu podléha schvalovani obchodnich aktivit s novymi odbérateli
standardizovanym kontroldm a postuptim ptislusnych oddéleni
Spole¢nosti. Angazovanost Spole¢nosti vii¢i odbératellim je fizena
také prostfednictvim stanoveni Gvérovych limitd. VySe téchto limitl je
pravidelné monitorovana a vyhodnocovana.

Soudasti fizeni Uvérového rizika je aktivni sprdva a fizeni pohleddvek,
kde se ke snizeni rizik pouzivaji standardnf nastroje finan¢nich trha,
jako jsou bankovni zaruky a platby prfedem.

Zajistént pobleddvek

Pohledavky z obchodnich vztah( jsou rozdéleny z hlediska strategie
zajisténi na pohledavky za tuzemskymi odbérateli, zahrani¢nimi
odbérateli a spole¢nostmi skupiny PMI.

K zajisténi pohledavek za tuzemskymi odbérateli jsou v urcitych

pfipadech vyuzivany bankovni zéruky. Povinnym preventivnim néstrojem

v pisemném smluvnim vztahu je sankéni Urok z prodleni Uhrad. Pohledavky
z obchodnich vztah( za tuzemskymi odbérateli jsou rozdéleny do dvou
skupin: pohledavky zajisténé bankovnimi zérukami a nezajisténé
pohledavky za odbérateli, ktefi splfiuji podminky poskytnuti nezajisténého
Gvéru. VySe nezajisténého Gvéru zavisi na celkovém a finanénim hodnoceni
kazdého odbératele véetné vyuziti externiho hodnoceni ratingovych agentur.

Pohledéavky z obchodnich vztah( se zahrani¢nimi odbérateli jsou
¢astecné zajistény bankovnimi zarukami.

Pohledavky z obchodnich vztah( za spole¢nostmi skupiny PMI jsou
povaZovany za malo rizikové, a proto nejsou zajisténé.

Maximdlni expozice viii hvérovému riziku

Maximalni expozice vG¢i Uvérovému riziku souvisejici s obchodni
¢innosti a poskytnutymi obchodnimi Gvéry odbératel(im se rovna brutto
G€etni hodnoté vySe uvedenych finan¢nich aktiv sniZzené o pfipadné
ztraty ze snizeni hodnoty.

Ugetni hodnota Neznehodnocena Neznehodnocena

k 31. 12. 2010 finan¢ni aktiva finan¢ni aktiva

(v milionech K¢) do splatnosti po splatnosti Celkem
Pohledavky

za tretimi stranami

— domacf 1129 21 1150
Pohledévky

za tretimi stranami

— zahrani¢ni 1 0 1
Pohledavky

za spole¢nostmi

skupiny PMI 474 1 475
Uety v bance 21 0 21
Kratkodobé pajcky

spfiznéné strané 6 840 0 6 840
Celkem 8 465 22 8 487
Ugetni hodnota Neznehodnocena Neznehodnocena

k 31. 12. 2009 finan¢ni aktiva finan¢ni aktiva

(v milionech K¢) do splatnosti po splatnosti Celkem
Pohledévky

za tretimi stranami

— domécf 985 0 985
Pohledéavky

za tretimi stranami

— zahrani¢ni 3 0 g
Pohledavky

za spole¢nostmi

skupiny PMI 400 10 410
Uety v bance 6 0 6
Kratkodobé pujcky

spfiznéné strané 5884 0 5884
Celkem 7 278 10 7 288

The financial insolvency of a counterparty may result in immediate
losses to the Company with an adverse impact on the Company’s
financial position. Therefore, the acceptance of new business is reliant
on standard approval controls and procedures through the relevant
departments of the Company. The Company’s involvement with
counterparties is managed by means of credit limits that are monitored
and re-evaluated on a regular basis.

Active administration and management of receivables is incorporated
into the credit risk management process and standard financial market
instruments such as bank guarantees and advance payments are used
to reduce the risks.

Receivables Security

With respect to the security strategy of trade receivables, trade
receivables are separated into receivables from domestic customers,
foreign customers and PMI entities.

Bank guarantees, in certain cases, are used to secure receivables
from domestic credit customers. Penalty interest on late payments is
a compulsory preventative instrument for all contractual relationships.
Trade receivables from domestic credit customers are divided into
two groups: receivables secured by bank guarantees and unsecured
receivables from customers eligible for unsecured credit. Unsecured
credit is based on an overall and financial assessment of each
individual customer, including usage of external rating agencies.

Trade receivables from third party foreign customers are partially
secured by bank guarantees.

Trade receivables from PMI entities are considered as low-risk
receivables by the Company, and are therefore unsecured.

Maximum exposure to credit risk

The maximum exposure to credit risk in the case of activities
connected to business operations and trade credits rendered to
customers is calculated as the gross carrying amount of the above-
mentioned financial assets less any impairment losses.

Carrying amount as
at December 31,
2010 Unimpaired financial Unimpaired financial

(in CZK million) assets not yet due assets past due Total
Receivables from

third parties —

domestic 1129 21 1150
Receivables from

third parties —

foreign 1 - 1
Receivables from

PMI entities 474 1 475
Cash at banks 21 - 21
On demand deposits

with related parties 6 840 - 6 840
Total 8 465 22 8 487

Carrying amount as
at December 31,
2009 Unimpaired financial Unimpaired financial

(in CZK million) assets not yet due assets past due Total
Receivables from

third parties —

domestic 985 - 985
Receivables from

third parties —

foreign 3 - 3
Receivables from

PMI entities 400 10 410
Cash at banks 6 - 6
On demand deposits

with related parties 5884 - 5884
Total 7 278 10 7 288
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Koncentrace tivérového rizika

Spole¢nost sleduje koncentraci Uvérového rizika podle odbytovych

regiond.

Rozdéleni obchodnich pohledavek podle odbytovych region(:

Ugetni hodnota

Financial results

Credit risk concentration
The Company monitors the concentration of credit risk by distribution

regions.

Classification of trade receivables by distribution regions:

Carrying amount as

k 31. 12. 2010 Ceska Slovenska at December 31,

(v milionech Kg¢) republika republika Ostatni Celkem 2010 Czech Slovak

Pohledavky (in CZK million) Republic Republic Other Total
za tfetimi stranami Receivables from

— domécf 1150 0 0 1150 third pa'rties -

Pohledavky domestic 1150 - - 1150
za tretimi stranami Receivables from

— zahrani¢ni 0 0 1 1 thirc_i parties —

Pohledavky foreign - - ! L
za spole¢nostmi Receivables from

skupiny PMI 0 105 370 475 PMI entities - 105 370 475
Celkem 1150 105 371 1626 Total 1150 105 371 1626
Ugetni hodnota . Carrying amount as

k 31. 12. 2009 Ceska Slovenska at December 31,

(v milionech Kg¢) republika republika Ostatni Celkem 2009 Czech Slovak

Pohledavky (in CZK million) Republic Republic Other Total
za tretimi stranami Receivables from

— domdci 985 0 0 985 third pa.rties -

Pohledavky domestic 985 - - 985
za tretimi stranami Receivables from

— zahrani¢nf 0 0 3 3 third parties —

Pohledévky foreign - - 3 3
za spole¢nostmi Receivables from

skupiny PMI 0 106 304 410 PMI entities - 106 304 410
Celkem 985 106 307 1398 Total 985 106 307 1398

Uvérovd bonita finanénich aktiv, kterd nejsou po splatnosti ani

znehodnocena

PFi stanoveni ratingu finan¢nich aktiv, kterd nejsou po splatnosti ani

znehodnocena, pouzivé Spole¢nost nésledujici kritéria.

o Ve tfidé bonity 1 jsou zafazeny pohledavky viici odbératelim
zajisténé bankovnimi zarukami, u nichZ neexistuje Zadny objektivni
dlikaz, ktery by signalizoval mozné snizeni jejich hodnoty.

e /e tfidé bonity 2 jsou zatazeny nezajisténé pohledavky z obchodnich

Credit quality of financial assets not yet due and not impaired

The Company uses the following criteria when setting ratings of

financial assets that are not yet due and are not impaired.

e Solvency class 1 includes receivables from third parties secured by
bank guarantees for which there is no objective evidence indicating
impairment.

e Solvency class 2 includes receivables that are unsecured trade
receivables from third parties for which there is no objective evidence

vztah( za odbérateli, u kterych neexistuje zadny objektivni diikaz,
ktery by signalizoval mozné sniZeni jejich hodnoty.

e Pohledévky za spole¢nostmi skupiny PMI a kratkodobé pajcky splatné

na pozadani poskytnuté v rdmci skupiny PMI jsou v roce 2010
zafazeny do skupiny s hodnocenim A podle PMI ratingu Standard &

Poor’s (2009: A).

e Hotovost v bankdch je zafazena podle hodnoceni dlouhodobych
depozit prostfednictvim agentury Moody’s. Jako banky a finanénf
instituce pouzivané Spole¢nosti jsou akceptovany pouze ty
s hodnocenim Al nebo vice (2009: Al).

indicating impairment.
e Receivables from and on-demand deposits with PMI entities are
classified according to Standard & Poor’s rating of PMI. In 2010, the
S&P rating was A (2009: A).
e Cash with banks is classified according to Moody’s Long-term Deposit
rating. For banks and financial institutions, only independently-rated

parties with a minimum rating of A1 (2009: A1) are accepted.

Moody’s

Moody’s Balance as at Standard Long-term
Stav Standard rating December 31, & Poor's deposit
k 31. 12. 2010 & Poor’s dlouhodobych 2010 Solvency  Solvency ratings rating
(v milionech Kg¢) Bonita 1 Bonita 2 rating (A)  deposit (A1) Celkem (in CZK million) class 1 class 2 (A) (A1) Total
Pohledavky Receivables from
za tretimi stranami third parties —
— domacf 960 169 0 0 1129 domestic 960 169 - - 1129
Pohledévky Receivables from
za tretimi stranami third parties —
— zahrani¢ni 0 1 0 0 1 foreign - 1 - - 1
Pohledavky Receivables from
za spole¢nostmi PMI entities - - 474 - 474
skupiny PMI 0 0 474 0 474 Cash at banks . B . o1 o1
Ucty v bance 0 0 0 21 21 On demand
Kratkodobé pujcky deposits with
spriznéné strané 0 0 6 840 0 6 840 related parties - - 6 840 - 6 840
Celkem 960 170 7 314 21 8 465 Total 960 170 7 314 21 8 465
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Moody’s Balance as at Standard Moody’s
Stav Standard rating December 31, & Poor's  Long-term
k 31. 12. 2009 & Poor’s dlouhodobych 2009 Solvency  Solvency ratings deposit
(v milionech KE&) Bonital Bonita2 rating (A)  deposit (A1) Celkem (in CZK million) class 1 class 2 (A) rating (A1) Total
Pohledavky Receivables from
za tretimi stranami third parties —
— domadcf 846 139 0 0 985 domestic 846 139 - - 985
Pohledévky Receivables from
za tretimi stranami third parties —
— zahrani¢ni 0 3 0 0 3 foreign - 3 - - 3
Pohledavky Receivables from
za spolecnostmi PMI entities - - 400 - 400
slkupmy PMI 0 0 400 0 400 Cash at banks . B . 6 6
Ucty v bance 0 0 0 6 6 On demand
Kratkodobé pujcky deposits with related
spfiznéné strané 0 0 5884 0 5884 parties - - 5884 - 5884
Celkem 846 142 6 284 6 7 278 Total 846 142 6 284 6 7 278
Uéetni hodnota finanénich aktiv po splatnosti, kterd nejsou Carrying amount of financial assets past due but not impaired
znehodnocena
Months past due
0Od data splatnosti uplynulo Balance as at
Stav k 31. 12. 2010 Do 1 1-3 Vice nez December 31, 2010 Less than 1-3  More than
(v milionech K¢) mésice mésice 3 mésice Celkem (in CZK million) 1 month months 3 months Total
Pohledavky za tietimi Receivables from third
stranami — domaci 21 0 0 21 parties — domestic 21 - - 21
Pohledavky Receivables from PMI
za spole¢nostmi entities 1 - - 1
skupiny PMI 1 0 0 1 Total 22 R - 29)
Celkem 22 0 0 22
Months past due
0d data splatnosti uplynulo Balance as at
Stav k 31. 12. 2009 Do 1 1-3 Vice nes [?ecember_3_1, 2009 Less than 1-3 More than
(v milionech Kg&) mésice mésice 3 mésice Celkem (in CZK million) 1 month months 3 months Total
Pohledavky Receivables from PMI
za spolednostmi entities 4 2 4 10
skupiny PMI 4 2 4 10 Total 4 2 4 10
Celkem 4 2 4 10

¢)  Riziko likvidity

Obezietné fizeni rizika likvidity predpoklada udrZzovani dostate¢né
trovn& hotovosti. Rizenf likvidity Spole&nosti provadi centraing
oddéleni PMI Treasury v Lausanne prostfednictvim domaciho

a mezinarodniho systému ,,cash pool*“. V souladu s pravidly PMI
pripravuje Spole¢nost tydenni vyhled penézniho toku na nésledujici
mésic a mési¢ni vyhled penézniho toku na nasledujicich 12 mésicl.

Analyza splatnosti smluvnich nediskontovanych penéznich tokd

Stav k 31. 12. 2010 (v milionech K¢) Do 3 mésicu
Zéavazky z obchodnich vztaht vi¢i tretim stranam

a spole¢nostem skupiny PMI 667
Nevyplacené dividendy 8
Pajcky 0
Stav k 31. 12. 2009 (v milionech K¢) Do 3 mésict
Zéavazky z obchodnich vztaht vi¢i tretim strandm

a spole¢nostem skupiny PMI 704
Nevyplacené dividendy 9
Pajcky 11

3.2. Rizeni kapitalu

Cilem Spolecnosti pfi fizeni kapitalu je zajisténi nepretrzité ¢innosti
s cilem poskytovat akcionarim névratnost vioZzenych prostredkii.

K udrzeni nebo Gpravé kapitalové struktury Spole¢nost mlize upravit
vysi dividendy, vydat nové akcie nebo prodat svilj majetek za tcelem
sniZeni dluhu.

¢)  Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash.
Liquidity of the Company is managed and controlled by the central PMI
Treasury group via domestic and international cash pool arrangements.
Based on PMI policies, the Company prepares a weekly cash flow
projection for the following month and monthly cash flow projections
for the following 12 months.

Contractual maturity analysis (undiscounted amounts)

Balance as at December 31, 2010 (in CZK million) Less than 3 months

Trade payables to third parties and PMI entities 667
Dividend payable 8
Borrowings -

Balance as at December 31, 2009 (in CZK million) Less than 3 months

Trade payables to third parties and PMI entities 704
Dividend payable 9
Borrowings 11

3.2 Capital management

The Company’s objectives when managing capital are to safeguard the
Company’s ability to continue as a going concern in order to provide
returns for shareholders. In order to maintain or adjust the capital
structure, the Company may adjust the amount of dividends paid to
shareholders, issue new shares or sell assets to reduce debt.
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3.3 0dhad realné hodnoty

Redlna hodnota finanénich néstroji obchodovanych na aktivnich
trzich je stanovena na zékladé kétovanych trznich cen platnych

k rozvahovému dni. Pro stanoveni redlné hodnoty finanénich nastroju,
které nejsou obchodovény na aktivnim trhu, se pouzivaji techniky
ocerovani. Spoleénost ¢ini predpoklady, pfi nichZz vychazi z trznich

podminek existujicich ke kazdému rozvahovému dni. Z(statkova
hodnota kratkodobych finan¢nich aktiv a kratkodobych finanénich pasiv
se bliZi jejich realné hodnoté.

4.  POZEMKY, BUDOVY A ZARIZENI

Financial results

3.3 Fair value estimation
The fair value of financial instruments traded in active markets is

based on quoted market prices as at the balance sheet date. The fair
value of financial instruments that are not traded in an active market
is determined by using valuation techniques. The Company makes

assumptions that are based on market conditions existing as at each
balance sheet date. The carrying amounts of current financial assets
and current financial liabilities are assumed to approximate their fair

values.

4. PROPERTY, PLANT AND EQUIPMENT

Dopravni Porizeni Construc-
Pozemky, prostredky, aktiv tions in
budovy stroje Inventaf  a poskytnuté Property, Vehicles & Furniture progress &
(v milionech K¢) astavby a zafizeni a vybaveni zalohy Celkem Buildings & Machinery &  Advances
K 1. 1. 2009 (in CZK million) Constructions Equipment  Fixtures paid Total
Pofizovaci cena 1705 3568 85 177 5535  AsalJanuaryl
Oprévky a snizenf
hodnoty 1034 2208 69 o 3311 Cot 1705 3568 85 177 MEEE
- - Accumulated
Zistatkova hodnota 671 1360 16 177 2224 depreciation and
Rok koncici impairment (1034) (2 208) (69) - (3311
31. 12. 2009 Net carying
Pocate¢ni amount 671 1360 16 177 2224
zlistatkova hodnota 671 1360 16 177 2224
Year ended
PrirGistky 49 523 0 135 707 December 31, 2009
Vyrazeni 0 -3 0 0 -3 Opening net
Odpisy 84 310 3 0 397 carrying amount 671 1360 16 177 2224
Koneéna Additions cost 49 523 - 135 707
zistatkova hodnota 636 1570 13 312 2531 Disposal net carrying
K 31. 12. 2009 amount - E) - - )
Pofizovaci cena 1743 38% 82 312 6033  _Depreciation charge &) (310 S - el
- PO Closing net carrying
ety a snizen J17 o3 o 0 3s0p _amount 636 1570 13 312 2531
Ziistatkova hodnota 636 1570 13 312 2531 /s atDecember 31,
53) k JIgHZC(I)c]I 0 Cost 1743 389 82 312 6033
Pocate¢ni Accumulated
- , depreciation and
zUstatkova hodnota 636 1570 13 312 2531 impairment 1107) 2326) 69) . (3502
Priristky 162 540 5 -42 665 -
Net carrying
Vyfazeni -1 -55 0 0 -56 amount 636 1570 13 312 2531
Odpisy 91 -320 -3 0 -414 Year ended
Kone&na December 31, 2010
zustatkova hodnota 706 1735 15 270 2726 Opening net
K31.12. 2010 carrying amount 636 1570 13 312 2531
Pofizovaci cena 1868 4254 82 270 6474  _Additions cost 162 540 5 (42) _ 665
4 San( Disposal net carrying
Opréavky a snizenf
hodnoty 1162 2519 67 0 3748 _amount ) (55) - - B
Zustatkova hodnota 706 1735 15 270 2726  _Depreciation charge 61 (320) 3 - @1
Closing net carrying
3 i . L L amount 706 1735 15 270 2726
Najemné v hodnoté 95 milion K& (2009: 114 milion K¢) 5 ot Decornber 31
za pronajem skladil a kancelafskych prostor, je zahrnuto do vykazu 2010 ’
UpIného vysledku. Cost 1868 4254 82 270 6474
Vedkeré vydaje na potizeni dlouhodobych aktiv byly financovany Qgg;‘e@i‘;'t?éendand
z vlastnich zdroji Spolecnosti. impairment (1162)  (2519) (67) - (3748)
Net carrying
amount 706 1735 15 270 2726
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Lease rentals during 2010 amounting to CZK 95 million
(2009: CZK 114 million) relating to the lease of warehousing and
office space are included in profit or loss.

All investments in property, plant & equipment were financed by the
Company’s own resources.



5. SNIZENI HODNOTY POZEMKU, BUDOV A ZARIZENI

V roce 2010 a 2009 nebylo vykdzéno zadné snizeni hodnoty
dlouhodobych aktiv.

5. IMPAIRMENT OF PROPERTY, PLANT AND
EQUIPMENT

There was no impairment loss recognised in 2010 and 2009.

6. ZASOBY 6. INVENTORIES
(v milionech K¢) 31.12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009
Material 636 789 Materials 636 789
Nedokoncena vyroba 156 165 Work-in-progress 156 165
Vyrobky 242 274 Finished goods 242 274
Zbozi 86 53 Merchandise 86 53
Celkem 1120 1281 Total 1120 1281

Porizovaci naklady na zasoby, bez vyrobni rezie, vykazané ve vykazu
Uplného vysledku jako ndklad a zahrnuté v roce 2010 v poloZce
Naklady na prodané vyrobky a zboZzi ¢inily 5 033 milioni K&
(2009: 4 792 miliond K¢).

7.  POHLEDAVKY Z OBCHODNICH VZTAHU A OSTATNI
AKTIVA

The cost of inventories, excluding allocated overheads, recognised as
expense in 2010 and included in costs of goods sold amounted to
CZK 5 033 million (2009: 4 792 million).

7. TRADE RECEIVABLES AND OTHER ASSETS

(in CZK million) December 31, 2010 December 31, 2009

Trade and other financial
(v milionech K¢) 31.12. 2010 31. 12. 2009 receivables:
Obchodni a ostatni finanéni Third parties 1151 988
pohledavky Subsidiary 105 106
Tretf strany 1151 988 Other related parties 370 304
Dcefind spole¢nost 105 106 Total 1626 1398
Ostatni spfiznéné strany 370 304
Celkem 1626 1398 Other non-financial assets:

Other assets — excise tax 2841 2107
Ostatni nefinancni aktiva Prepayments 32 24
Ostatni aktiva — spotfebni dar 2841 2107 Other receivables 1 2
Placené zalohy 32 24 Total 2874 2133
Ostatni pohledavky 1 2
Celkem 2874 2133

8. PENEZNI PROSTREDKY A PENEZNI EKVIVALENTY

(v milionech K¢) 31.12. 2010 31. 12. 2009

8. CASH AND CASH EQUIVALENTS

(in CZK million) December 31, 2010 December 31, 2009

Uety v bance 21 6

Cash at banks 21 6

Kratkodobé pujcky spriznéné
strané splatné na pozadani
(viz. bod 26)

6 840 5884

Celkem 6 861 5890

Kratkodobé pajcky splatné na pozadani poskytnuté spfiznénym
strandm predstavuji troené kratkodobé pdjcky. Analyza kratkodobych
pohledévek za spfiznénymi stranami je uvedena v bodé 26.

Penézni prostiedky, penézni ekvivalenty a debetni zlstatky
na bankovnich tétech pro tcely sestaveni vykazu penéznich tok( jsou
nasledujici:

(v milionech Kg¢) 31.12. 2010 31. 12. 2009
Penézni prostfedky a penézni

ekvivalenty 6 861 5890
Debetni zUstatky na

bankovnich Gétech 0 -11
Penézni prostfedky a penézni

ekvivalenty celkem 6 861 5879

On-demand deposits with
related parties (see Note 26)

Total

6 840
6 861

5884
5 890

On-demand deposits with related parties are interest-bearing loans —
see Note 26 for the analysis of receivables from related parties.

Cash, cash equivalents and bank overdrafts for the purposes of the
cash flow statement include the following:

(in CZK million) December 31, 2010 December 31, 2009
Cash and cash equivalents 6 861 5890
Bank overdrafts - (11)
Total cash and cash

equivalents 6 861 5879
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Finanéni vysledky

9. ZAKLADNI KAPITAL

Zakladni kapital Spole¢nosti predstavuje 2 745 386 kust akcif
v nominalni hodnoté 1 000 K¢ a je pIné splacen. V pribéhu
pfedchazejicich dvou let nedoslo k Zadnym zméném v zakladnim
kapitélu a po¢tu nebo druhu akcii.

Zékladni kapital Spole¢nosti je rozvrZen na:

Financial results

9. SHARE CAPITAL

The Company’s registered capital of 2 745 386 shares has a nominal
value of CZK 1 000 per share and is fully paid. No changes in the
registered capital or the number and type of shares have occurred
during the last two years.

The registered capital is allocated as follows:

Pocet akcii Hodnota v K¢ Number of shares Value in CZK
Neregistrované kmenové Unregistered ordinary shares
listinné akcie na jméno 831 688 831 688 000 certificated 831 688 831 688 000
Registrované kmenové Registered ordinary shares
zaknihované akcie na jméno 1913 698 1 913 698 000 dematerialised 1913 698 1 913 698 000
Akcie celkem 2 745 386 2 745 386 000 Total ordinary shares 2 745 386 2 745 386 000

V$em akciim pfislusi stejna prava.

Identifikacni oznaceni akcii Spole€nosti podle mezinarodniho systému
Cislovani je ISIN: CSO0008418869.

Akcie Spolec¢nosti jsou pfijaty k obchodovéni na trhu organizovaném
Burzou cennych papirli Praha, a.s. a RM-Systémem, a.s. Vetejnosti
bylo k 31.12. 2010 drZeno 2 745 386 kusl akcii, z toho 77,6 % bylo
drzeno spole¢nosti Philip Morris Holland Holdings B.V.

Spole¢nost vytvorila zadkonny rezervni fond. Rezervni fond nesmi byt

pouzit k rozdéleni akcionarlim, ale mlze byt pouzit k Ghradé ztraty.
VySe rezervniho fondu ¢ini 20 % zéakladniho kapitélu Spole¢nosti.

10. OBCHODNI ZAVAZKY A JINE ZAVAZKY

The same rights are attached to all shares.

The identification mark of the Company’s shares according to the
international numbering system is ISIN: CS0008418869.

The Company’s shares are admitted for trading on the public market
organised by the Prague Stock Exchange and the RM-S — Czech Share
Trading System. As at December 31, 2010, 2 745 386 shares were
publicly held, out of which 77.6% were held by the company Philip
Morris Holland Holdings B.V.

The Company created a statutory reserve fund. It may not be distributed

to shareholders, but may be used to offset losses. The statutory reserve
fund equals 20% of the Company’s issued share capital.

10. TRADE AND OTHER LIABILITIES

(v milionech K¢) 31. 12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009
Obchodni a ostatni finanéni Trade and other financial

zavazky liabilities

Treti strany 105 241 Third parties 105 241
Ostatni spfiznéné strany 318 234 Other related parties 318 234
Dohadné Ucty pasivni 246 229 Accrued expenses 246 229
Nevyplacené dividendy 8 9 Dividends payable 8 9
Celkem 677 713 Total 677 713
Ostatni nefinancni zavazky Other non-financial liabilities

Zavazky vic¢i zaméstnanciim 100 97 Amounts due to employees 100 97
Zavazky ze socialniho Social security and health

zabezpeceni a zdravotniho insurance 37 30
pojistént 37 30 Advances received 27 2
Prijaté zalohy 27 2 Deferred revenues 24 6
Viynosy pfistich obdobf 24 6 Total 188 135
Celkem 188 135

Zavazky vyplyvajici z transakci mezi spfiznénymi stranami jsou popséany
v bodé 26.

11. OSTATNI DANOVE ZAVAZKY

Trade payables to related parties are disclosed in Note 26.

11. OTHER TAX LIABILITIES

(v milionech K¢) 31.12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009
Dan z pfidané hodnoty 471 457 VAT 471 457
Spotfebni dar 4700 3101 Excise tax 4 700 3101
Ostatnf dané 7 6 Other taxes 7 6
Celkem 5178 3564 Total 5178 3564
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12. ODLOZENA DAN Z PRIJMU

Odlozené danové pohledéavky a zavazky jsou vzajemné kompenzovany,
pokud existuje ze zékona vymahatelné pravo kompenzace kratkodobych
dariovych pohledavek proti kratkodobym danovym zévazk(im a pokud se
odloZena dan vztahuje ke stejnému finanénimu Gradu.

Kompenzované ¢astky jsou nasledujici:

12. DEFERRED INCOME TAX

Deferred income tax assets and liabilities are offset when there is

a legally enforceable right to offset current tax assets against current
tax liabilities and when the deferred income taxes relate to the same
fiscal authority.

The offset amounts are as follows:

(v milionech Kg¢) 31.12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009
OdloZena dariové pohledavka — Deferred tax assets offset 20 12
kompenzovand 20 12 Deferred tax liabilities (139) (130)
Odlozeny dafiovy zévazek =19 130 "Deferred tax liabilities net (119) (118)
Odlozeny cisty darovy zavazek -119 -118
Deferred tax assets

Odlozena dariové pohledavka _ Deferred tax asset to be
— OdloZené darova pohledéavka recovered within 12 months 16 8
s ocekdvanou realizaci do

S — Deferred tax asset to be
12 mésfcd 16 8 recovered after more than
— Odlozena dafova pohledavka 12 months 4 4
s oc¢ekavanou realizaci za vice
nez 12 masict 4 4 otal v 12
Celkem 20 12

OdloZeny dariovy zavazek

— OdloZeny dariovy zavazek,
ktery ma byt vyrovnan do
12 mésict 0 -12

Deferred tax liabilities

— Deferred tax liabilities to be
settled within 12 months - (12)

— Deferred tax liabilities to
be settled after more than

12 months (139) (118)
— OdloZeny darovy zavazek,
ktery ma byt vyrovnan za vice Total ) (130)
nez 12 mésict -139 -118
Celkem -139 -130
Brutto pohyb na G¢tu odloZzené dané z ptijmU je nasledujici: The gross movement in the deferred income tax is as follows:
(v milionech Kg) 2010 2009 (in CZK million) 2010 2009
K1.1. -118 -118 January 1 (118) (118)
Z@Uétovénf do vykazu Uplného Profit or loss credit (1) -
vysedku -l 0 December 31 (119) (118)
K 31.12. -119 -118

Zmény odloZenych dafovych pohledavek a zavazk(l (pfed kompenzaci
z(statkd v ramci téZe daiové jurisdikce) v daném obdobi byly
nasledujici:

OdlozZeny darovy zévazek (v milionech K¢) Zrychlené dariové odpisy

The movement in deferred tax assets and liabilities during the year,
without taking into consideration the offsetting of balances within the
same tax jurisdiction, is as follows:

Deferred tax liabilities (in CZK million) Accelerated tax depreciation

K 1. 1.2009 -133 As at January 1, 2009 (133)
Zauctovani do vykazu Uplného vysledku 3 Credit to profit or loss 3
K 31. 12. 2009 -130 As at December 31, 2009 (130)
Zauctovani do vykazu Uplného vysledku -9 Charge to profit or loss 9)
K 31. 12. 2010 -139 As at December 31, 2010 (139)
OdloZena dariova Snizeni . Provisions

pohledavka hodnoty Uhrady Deferred tax assets for Share based

(v milionech Kg¢) zasob akciemi Ostatni Celkem (in CZK million) inventories payments Other Total
K 1.1.2009 0 4 11 15 As at January 1, 2009 - 4 11 15
Zauctovani do vykazu Charge to profit or loss - - (3) (3)
Uplného vysledku 0 0 -3 -3 As at December 31

K 31. 12. 2009 0 4 8 12 2009 - 4 8 12
Zauctovani do vykazu Charge to profit or loss 4 1 3 8
Uplného vysledku 4 1 3 8 As at December 31

K 31. 12. 2010 4 5 11 20 2010 4 5 11 20

S G¢innosti od 1. 1. 2009 do$lo ke zméné sazby dané z pfijmd
na 20 %. S uc¢innosti od 1. 1. 2010 poklesla sazba na 19 %.

Effective from January 1, 2009, the rate in the Czech Republic was
20%. Effective from January 1, 2010 the rate decreased to 19%.
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K 31. 12. 2009 byla odloZzena dafiova pohledavka (+) a zavazek (-)
vypoctena sazbou ve vy$i 19 % v souladu s platnou dariovou
legislativou.

13. OSTATNI VYNOSY

Financial results

As at December 31, 2009, deferred tax assets (+) and liabilities (-)
were calculated at 19% in accordance with the enacted tax legislation.

13. OTHER INCOME

(v milionech Kg¢) 2010 2009 (in CZK million) 2010 2009
Prijaté dividendy 91 0 Dividend income 91

Prijaté uroky 29 59 Interest income 29 59
Celkem 120 59 Total 120 59

Ostatni vynosy ve vysi 120 miliont K¢ (2009: 59 miliond K¢) zahrnuji
prijaté dividendy od Philip Morris Slovakia s.r.o. a pfijaté troky

z kratkodobych pijcek a depozit poskytnutych spfiznénym stranam
(viz. bod 26).

14. DRUHOVE CLENENI NAKLADU - DOPLNU]JICI

Other income of CZK 120 million (2009: CZK 59 million) includes
dividends received from Philip Morris Slovakia s.r.0. and interest
income received from interest-bearing short-term loans and deposits
with related parties (see Note 26).

14. EXPENSES BY NATURE - ADDITIONAL

INFORMACE INFORMATION

(v milionech K¢) 2010 2009 (in CZK million) 2010 2009
Zmény stavu zasob hotovych vyrobk( a nedokoncené Changes in inventories of FG and WIP (38) (122)
vyr?by -38 -122 Own work capitalised (6) -
Aktivace -6 0 Raw materials and consumables used 4948 4 856
Spotfeba materialu a energie 4948 4 856 Services 1574 1627
Sluzby - 1574 1627 Employee benefits expense 911 846
Néklady na zaméstnance a zaméstnanecké pozitky 911 846 Depreciation and amortisation 440 426
Odpisy a amortizace 440 426 Other 130 102
Ostatni 130 102 Costs of goods sold, distribution expenses and

Naklady na prodané vyrobky a zboZi, odbytové administrative expenses 7 959 7 735
a administrativni naklady 7 959 7735

15. NAKLADY NA ZAMESTNANCE A ZAMESTNANECKE 15. EMPLOYEE BENEFITS EXPENSE

POZITKY

(in CZK million) 2010 2009
Wages and salaries, including termination benefits CZK

(v milionech K¢) 2010 2009 35 million (2009: CZK 29 million) 658 618
Mzdové naklady véetng naklad( souvisejicich s Social security and health insurance 77 69
ukon&enim pracovniho pomeéru ve vysi 35 miliont K¢ ! _ Aefi -
(2009: 29 milionti K&) 658 618 Pension costs — defined contribution plans 143 127
Néklady na sociélni zabezpeceni a zdravotni pojistén{ 77 69 Other employee related costs e 32
Penzijni néklady — plany definovanych prispévki 143 127 Total =Ll 846
Ostatni socidinf ndklady 3 32 As at December 31, 2010, the number of employees was 1 094
Celkem 911 846

K'31.12. 2010 méla Spole¢nost 1 094 zaméstnanci (2009: 1 058)
véetné 38 fidicich pracovnikd (2009: 36). Ridici pracovnici
Spole¢nosti zahrnuji feditele odbortl a vedouci tsekd.

Na zékladé zakona Spole¢nost odvadi prispévky na socialni

a diichodové zabezpedeni, zdravotni pojisténi a pfispévek na statni
politiku zaméstnanosti. Prispévky za rok 2010 ¢inily 34 %

(2009: 34 %) z objemu hrubych mezd. Spole¢nost neni povinna platit
dal$i pFispévky nad rdmec zakonnych odvoddi.

Spole¢nost déle poskytuje svym zaméstnanciim dopliikové penzijni
pfipojisténi formou prispévkd nezéavislym penzijnim fondim na zakladé
schvaleného penzijniho planu Spole¢nosti.

Principy zaméstnanosti a odménovani jsou feSeny kolektivni smlouvou.
P¥i kolektivnim vyjednavani probiha kontrola dodrzovéni pracovné
pravnich predpist ve Spole¢nosti.

Philip Morris CR a.s. Vyro¢ni zprava 2010

82

(2009: 1 058) including 38 managers (2009: 36). Managers of the
Company include employees who are department heads and senior
managers.

The Company is legally required to make contributions to government
health, pension and unemployment schemes. During 2010, the
Company paid contributions at a rate of 34% of gross salaries
(2009: 34%) and is not required to make any contributions in excess
of this statutory rate.

The Company has a voluntary pension plan for employees under
which the Company makes contributions on behalf of the Company’s
employees to approved pension plan providers, under defined
contribution schemes.

Principles of employment and remuneration are covered by the
Collective Labour Agreement. Audit of the observances of labour law
regulations in the Company takes place during the Collective Labour
Agreement negotiations.



16. REZERVY

K 31. 12. 2010 vedeni Spole¢nosti schvélilo nékolik plant

tykajicich se restrukturalizace oddéleni prodeje, distribuce a vyroby.
Odhadované néklady na restrukturalizaci ve vy$i 14 miliond K&
pfedstavovaly odstupné zaméstnanct identifikovanych v téchto planech

(2009: 4 milliony K¢&).

Odhady pro roky 2010 a 2009 byly vypocteny v souladu s platnou
kolektivni smlouvou roku 2010 a 2009, ktera definovala vypocet

16. PROVISIONS

The management of the Company approved several plans related to

as at December 31, 2010 (2009: CZK 4 million).

the restructuring of the sales, distribution and operations departments.
The estimated restructuring expense representing termination
payments to those that will be made redundant were CZK 14 million

For both years, the estimate was based on the number of employees
identified in the plans and the Collective Labour Agreement valid

odstupného. in 2010 and 2009, which specified the amount to be paid to those
affected.
17. TRZBY 17. REVENUES
(v milionech Kg¢) 2010 2009 (in CZK million) 2010 2009
Prodej zboZi a vyrobk 10 742 10 269 Sales of finished goods and merchandise 10 742 10 269
Prodej sluzeb 102 106 Sales of services 102 106
Celkem 10 844 10 375 Total 10 844 10 375
18. OSTATNI PROVOZNI VYNOSY 18. OTHER OPERATING INCOME
(v milionech Kg¢) 2010 2009 (in CZK million) 2010 2009
Kurzové zisky 83 145 Exchange rate gains 83 145
Zisk z prodeje materidlu 9 6 Gains on sale of materials 9 6
Zisk z prodeje pozemk, budov a zafizeni 5 5 Gains on sale of PP&E 5
Ostatni vynosy 7 13 Other income 7 13
Celkem 104 169 Total 104 169
19. OSTATNI PROVOZNI NAKLADY 19. OTHER OPERATING EXPENSE
(v milionech K¢) 2010 2009 (in CZK million) 2010 2009
Kurzové ztraty 91 135 Exchange rate losses 91 135
Bankovni poplatky 21 20 Bank charges 21 20
Ostatni néklady 5 1 Other expense 5 1
Celkem 117 156 Total 117 156
20. CISTE ZISKY A ZTRATY Z FINANCNICH NASTROJU 20. NET PROFITS AND LOSSES FROM FINANCIAL
INSTRUMENTS
Penézni
2010 (v milionech K¢) Pohledavky ekvivalenty Zéavazky Celkem
Provozni vynosy Cash
Kurzové zisky 15 17 51 83 2010 (in CZK million)  Receivables equivalents Payables Total
Urokovy vynos 0 29 0 29 _Operating income
Provozni naklady Foreign exchange gain 15 17 51 83
Kurzové ztréty 43 17 31 9] _Interestincome - 29 - 29
Cisté zisky (+) / ztraty (-) -28 29 20 21 _Operating expense
Foreign exchange losses (43) (17) (31) 91)
Pené&sni Net gain / (loss) (28) 29 20 21
2009 (v milionech K¢) Pohledéavky ekvivalenty Zavazky Celkem
Provozni vynosy Cash
Kurzové zisky 52 33 60 145 2009 (in CZK million)  Receivables equivalents Payables Total
Urokovy vynos 0 59 0 59 Operating income
Provozni naklady Foreign exchange gain 52 33 60 145
Kurzové ztréty 28 -40 -67 -135 _Interestincome - £ - 59
Cisté zisky (+) / ztraty (-) 24 52 -7 69 _Operating expense
Foreign exchange losses (28) (40) (67) (135)
Net gain / (loss) 24 52 7) 69
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21. DAN Z PRIJMU

Financial results

21. INCOME TAX EXPENSE

(v milionech K¢) 2010 2009 (in CZK million) 2010 2009
Splatna dan -564 -565 Current tax (564) (565)
OdloZena dan (viz bod 12) -1 0 Deferred tax (see Note 12) (1) -
Celkem -565 -565 Total (565) (565)

Sazba dané z pfijm0 byla pro rok 2010 stanovena ve vysi 19 %
(2009: 20 %).

Dan ze zisku Spole€nosti pfed zdanénim se lisi od teoretické ¢astky,
ktera by vznikla pouZitim pfislusnych dafovych sazeb na zisky
Spoleénosti, takto:

The statutory income tax rate for the 2010 assessment period was 19%
(2009: 20%).

The tax on the Company’s profit before taxes differs from the
theoretical amount that would arise upon using the tax rate applicable
to profits of the Company:

(v milionech K¢) 2010 2009 (in CZK million) 2010 2009
Ucetni zisk pred zdanénim 2992 2712 Profit before tax 2992 2712
Platna sazba dané z ptijm 19 % 20 % Applicable tax rate 19% 20%
Teoreticka dari z ucetniho zisku pfed zdanénim -568 -542 Tax calculated at local tax rate applicable to profit
Néklady neodpocitatelné pro dariové ucely -16 -24 before tax (568) (542)
PHjmy nepodiéhajici dani 17 0 Expenses not deductible for tax purposes (16) (24)
Ostatni 2 1 Income not subject to tax 17 -
Dafi z pFijmG celkem -565 -565 Other 2 !
Tax charge (565) (565)

22. ZISK NA AKCII

Zakladni a zfedény ukazatel zisku na akcii je vypocteny jako podil
zisku pfipadajiciho na osoby drzici vlastni kapital Spole¢nosti k poctu
kmenovych akcii v ob&hu béhem roku.

22. EARNINGS PER SHARE

Basic and diluted earnings per share are calculated by dividing the net
profit attributable to shareholders of the Company by the number of
ordinary shares in issue during the year.

2010 2009 2010 2009
Zisk pripadajici akcionarim v milionech K& 2427 2147 Income attributable to shareholders in CZK million 2427 2147
Pocet akcii v obéhu za dané obdobi v tisicich kusd 2745 2 745 Number of ordinary shares in issue in thousands 2 745 2745
Zisk na akcii v K¢ 884 782 Basic earning per share in CZK 884 782

23. DIVIDENDY NA AKCII

Valna hromada akcionarli Spolecnosti schvélila v dubnu 2010 vyplatu
dividend ve vy3i 2 141 miliond K& (780 K¢ na akcii) a v dubnu 2009
ve vy$i 1 538 milionl K¢ (560 KE na akcii).

0 tom, zda bude vyplacena dividenda za G¢etni obdobi 2010 a v jaké
vy$i, rozhodnou akcionéfi na fadné valné hromadeé, ktera se bude konat
dne 29. 4. 2011.

24. POTENCIALNI ZAVAZKY

Spole¢nost neni G€astna zadnych soudnich, spravnich nebo rozhodéich
fizeni, kterd by méla nebo mohla mit vyznamny vliv na finan¢ni situaci
Spole€nosti.

Finan&ni Ufad proved| danové kontroly vSech zdanovacich obdobi az
do roku 2008 v¢etné. Finan¢ni Urady mohou provést dariovou kontrolu
do tfi let od konce pfislusného zdanovaciho obdobi a mohou doméfit
dariovou povinnost a pfislusné penale. Vedeni Spole¢nosti si neni
védomo Zadnych skute¢nosti, které by v tomto ohledu mohly vést

k dodate¢nému vyznamnému danovému zévazku Spolecnosti.

K 31. 12. 2010 banky poskytly zaruky na zajisténi spotfebni
dané a prepravy tabakovych vyrobki ve vy$i 5 629 milion(l K¢
(2009: 6 270 miliond K&) a na zajisténi soutasného a budouciho
zavazku Spole¢nosti z ndjemného ve vysi 9 milion( K¢

(2009: 37 miliond K¢).
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23. DIVIDENDS PER SHARE

The dividends approved by the Annual General Meeting in April 2010
and April 2009 were CZK 2 141 million (CZK 780 per share) and
CZK 1 538 million (CZK 560 per share), respectively.

Disbursement of dividends from the 2010 results will be decided at
the Annual General Meeting scheduled for April 29, 2011.

24. CONTINGENCIES

The Company does not have any pending legal, administrative or
arbitration proceedings that had or might have a substantial effect on
the financial situation of the Company.

The tax authorities have carried out full-scope tax audits of the
Company up to the year 2008. The tax authorities may at any

time inspect the books and records within 3 years subsequent to
the reported tax year, and may impose additional tax assessments
and penalties. The Company’s management is not aware of any
circumstances which may give rise to a potential additional material
liability in this respect.

As at December 31, 2010 the banks have provided guarantees
for the security of liability for fiscal stamps and for the security
of transit operations in the amount of CZK 5 629 million
(2009: CZK 6 270 million) and for the Company’s current

or future lease obligations in the amount of CZK 9 million
(2009: CZK 37 million).



25. SMLUVNI A JINE BUDOUCI ZAVAZKY

Zavazky z operativniho leasingu

Spole¢nost si na zdkladé nezrusitelnych smluv o operativnim leasingu
pronajima kancelare a sklady. Jednotlivé smlouvy maji r(izné podminky,
doloZky o navySeni a préva na prodlouZeni smlouvy.

Spole€nost si také pronajimé sklady na zakladé zruSitelnych smluv

o operativnim leasingu. V pfipadé, Ze chce Spole¢nost smlouvu
ukon¢it, musi podat tfi az dvanactimési¢ni vypovéd. Najemné

z titulu operativniho leasingu zalc¢tované do vykazu Gplného vysledku
v priibéhu roku je uvedeno v bodé 4.

Souhrn budoucich minimalnich plateb z titulu nezruSitelnych
operativnich leasingll je nasledujici:

(v milionech Kg¢) 31.12. 2010 31. 12. 2009
Do 1 roku 85 89
laz5let 236 186
Nad 5 let 5 26

26. TRANSAKCE SE SPRIZNENYMI STRANAMI
Spfiznénymi stranami se rozumi Materské spolenost a ostatni
spole¢nosti skupiny PMI (,,Ostatni spfiznéné strany*), ¢lenové
predstavenstva Spole¢nosti, ¢lenové dozor¢i rady Spole¢nosti a osoby
blizké témto ¢lentim.

Mezi spfiznénymi stranami byly uskute¢nény nasledujici transakce:

a)  Prodej vjrobkil, zbozi a sluzeb spolecnostem skupiny PMI

25. COMMITMENTS

Operating lease commitments

The Company leases offices and warehouses under non-cancellable
operating lease agreements. The leases have varying terms, escalation
clauses and renewal rights.

The Company also leases various warehouses under cancellable operating
lease agreements. The Company is required to give from three to twelve
months notice for the termination of those agreements. Lease expenditures
charged to profit or loss during the year are disclosed in Note 4.

The future aggregate minimum lease payments under non-cancellable
operating leases are as follows:

(in CZK million) December 31, 2010 December 31, 2009
No later than 1 year 85 89
Later than 1 year and not later

than 5 years 236 186
Later than 5 years 5 26

26. RELATED PARTY TRANSACTIONS

The Company considers Parent company and other companies of
the PMI group of companies (“Other related parties”), members of
its Board of Directors, Supervisory Board and parties close to such
members of management to be related parties.

The following transactions were carried out with related parties:

a)  Sales of goods and services to affiliates within the PMI

(v milionech K¢) 2010 2009 (in CZK million) 2010 2009
Prodej vyrobk(i a zbozi Sales of goods

Dcefina spole¢nost 1387 674 Subsidiary 1387 674

Ostatni spfiznéné strany 3 846 3648 Other related parties 3 846 3648
Prodej pozemkdl, budov, zafizeni a materialu Sales of PP&E and material

Ostatni spfiznéné strany 69 113 Other related parties 69 113
Prodej sluzeb Sales of services

Dcefina spole¢nost 22 20 Subsidiary 22 20

Ostatni sptiznéné strany 81 86 Other related parties 81 86
Prefakturace Recharges

Ostatni spfiznéné strany 60 32 Other related parties 60 32
Vynosové uroky Interest income

Ostatni spfiznéné strany 29 59 Other related parties 29 59
Celkem 5494 4632 Total 5494 4632

V roce 2010 Spole¢nost pfijala dividendy od Philip Morris Dividends received from Philip Morris Slovakia s.r.o. amounted to

Slovakia s.r.o. ve vysi 91 milliont K& (2009: 0 K&). CZK 91 million in 2010 (2009: nil).

b)  Ndkup zbozi a sluzeb od spolecnosti skupiny PMI b)  Purchases of goods and services from affiliates within the PMI
(v milionech Kg¢) 2010 2009 (in CZK million) 2010 2009
Néakup zboZi a materialu Purchases of goods and materials

Ostatni sptiznéné strany 2 542 2 407 Other related parties 2 542 2 407
Nakup dlouhodobych aktiv Purchases of PP&E and intangible assets

Ostatni sptiznéné strany 440 185 Other related parties 440 185
Néakup sluzeb Purchases of services

Dcefina spole¢nost 1 1 Subsidiary 1 1

Ostatni spfiznéné strany 501 502 Other related parties 501 502
Licenéni poplatky placené Royalties paid

Ostatni spfiznéné strany 435 381 Other related parties 435 381
Celkem 3919 3476 Total 3919 3476
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Finanéni vysledky

Dividendy vyplacené spole¢nosti Philip Morris Holland Holdings B.V.
¢inily 1 661 milion(i K¢ v roce 2010 (2009: 1 192 miliond K¢).

¢)  Zistatky se spolecnostmi skupiny PMI

Financial results

Dividends paid to Philip Morris Holland Holdings B.V. amounted to
CZK 1 661 million in 2010 (2009: CZK 1 192 million).

¢)  Balances with affiliates within the PMI

(v milionech Kg) 31.12. 2010 31. 12. 2009 (in CZK million) December 31, 2010 December 31, 2009

Pohledévky za spfiznénymi Receivables from related

stranami parties
Dcefina spole¢nost 105 106 Subsidiary 105 106
Ostatni spfiznéné strany 370 304 Other related parties 370 304

Celkem 475 410 Total 475 410

Zavazky vaci spriznénym Payables to related parties

strandm Other related parties 318 234
Ostatni spfiznéné strany 318 234 Deposits

Prjcky poskytnuté Other related parties 6840 5 884
Ostatni spfiznéné strany 6 840 5884

Pljcky sptiznénym strandm zahrnuji drocené kratkodobé phjcky
splatné na pozadani (cash pool) ve vy$i 6 840 milioni K& poskytnuté
spole¢nosti Philip Morris Finance S.A. (2009: 5 884 milion( K¢&).
V8echny pdjcky jsou ve vykazu finanéni pozice Spole¢nosti

k 31.12. 2010 a 2009 vykazany jako soucast ,penéznich prostiedki
a penéznich ekvivalent(*.

BéZna vyse Urokové sazby z kratkodobych plijéek splatnych na pozadani
(cash pool) je stanovena jako no¢ni PRIMEAN minus 0,25 %. Skute¢na
vySe Urokové sazby zavisi na aktualni situaci na penéznim trhu a druhu
ptjcky. Primérna vyse efektivni Grokové sazby z kratkodobych pdjcek
(cash pool) v roce 2010 ¢ini 0,476 % p.a. (2009: 1,202 % p.a.).

d)  Odmeény klicovych élenii vedeni

0dmény klicovych &lend vedeni zahrnuji odmény &lenl predstavenstva.
Clenové predstavenstva, ktefi jsou zaméstnanci Spole&nosti nebo
spole¢nosti skupiny PMI, nedostévaji zadné dal$i odmény za plsobeni
v predstavenstvu.

Odmény ¢&lend predstavenstva, ktefi jsou zaméstnanci Spole¢nosti
nebo spole¢nosti skupiny PMI, zahrnuji roéni plat, bonus podle
individualniho vykonu, thrady akciemi a ostatni nepenézni pfijmy
jako jsou pouzivani firemniho automobilu, prispévky na zavodni
stravovani a pfispévky na penzijni pfipojisténi, Zivotni a Grazové
pojidténi. Soucasti nepenéznich pfijmi ¢lent predstavenstva, ktefi
jsou zameéstnanci spole¢nosti Philip Morris Services S.A. nebo jiné
spole¢nosti skupiny PMI, je navic Ghrada najemného a $kolného.

Loans and deposits with related parties include interest-bearing
on-demand deposits (cash pool) of CZK 6 840 million with Philip
Morris Finance S.A. (2009: CZK 5 884 million). The interest-bearing
on-demand deposits are classified as cash and cash equivalents in the
Company'’s statement of financial position as at December 31, 2010
and 2009.

The interest rate for on-demand deposits is calculated as overnight
PRIMEAN -0.25%. The actual interest rates reflect the current money
market and the nature of the loan. The average effective interest rate of
on-demand deposits was 0.476% p.a. (2009: 1.202% p.a.).

d)  Key management compensation

Key management compensation reflects the remuneration of members
of the Board of Directors. The members of the Board of Directors

who are employees of the Company or an entity within the PMI group
receive no additional compensation for services as members of the
Board of Directors.

The compensation of members of the Board of Directors who are
employees of the Company or an entity within the PMI group comprises
an annual base salary, bonuses based on individual performance,
share-based payments and other income in-kind such as cars for use,
lunch allowances, pension contributions, life and accident insurance.
In addition to this, the members of the Board of Directors who are
employees of Philip Morris Services S.A. or other PMI entities also
have other income in-kind such as the payment of rent and school
fees.

(v milionech K¢) 2010 2009 (in CZK million) 2010 2009
Mzdy a ostatni kratkodobé poZitky 45 44 Salaries and other short-term employee benefits 45 44
Pozitky spojené s ukonéenim pracovniho poméru 8 2 Termination benefits

Uhrady vazané na akcie Share-based payments 5

Nepenézni pFijmy 10 9 Income in-kind 10

Celkem 68 60 Total 68 60

Funkéni obdobi &lendl predstavenstva je jeden rok. Zadny z &lendl
predstavenstva nema se Spolecnosti uzavienu jakoukoliv smlouvu
o vykonu funkce ¢lena predstavenstva.

e)  Informace o poctu akcii vydanych Spolecnosti éleniim vedeni

Clenové predstavenstva nevlastnili v roce 2010 a 2009 4adné akcie.
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The term of office for Board of Directors members is one year. No
member of the Board of Directors is under contract for the exercise of
their function as a member of the Board of Directors.

e)  Information on the number of shares issued by the Company to
Executives

Members of the Board of Directors owned no shares in 2010 and 2009.



27. NASLEDNE UDALOSTI

Po rozvahovém dni nedo$lo k zddnym udélostem, které by mély
vyznamny dopad na Ucetni zédvérku k 31. 12. 2010.

Schvdleni tiéetni zdvérky
Ugetni zavérka byla schvélena ke zvetejnéni predstavenstvem a byla

z jeho povéfeni podepséna.

V Kutné Hore dne 21. bfezna 2011

Alvise Giustiniani
predseda predstavenstva

Daniel Gordon
¢len predstavenstva

27. SUBSEQUENT EVENTS

No subsequent events have occurred after December 31, 2010
that would have a material impact on these financial statements at
December 31, 2010.

Statutory signatures

The financial statements were authorised for issue by the Board of

Directors and have been signed below on its behalf.

In Kutna Hora on March 21, 2011

Alvise Giustiniani
Chairman
of the Board of Directors

Daniel Gordon
Member
of the Board of Directors
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Zprava nezavislého auditora
akcionaitum spole¢nosti

Philip Morris CR as.

ZPRAVA O SAMOSTATNE UCETNI ZAVERCE

Ovérili jsme pfiloZzenou samostatnou Gcetni zavérku spole€nosti

Philip Morris CR a.s., identifikaénf ¢islo 14803534, se sidlem

Vitézna 1, Kutna Hora (déle ,, Spole¢nost*), tj. samostatny vykaz
finanéni pozice k 31. prosinci 2010, samostatny vykaz Uplného
vysledku, samostatny vykaz zmén vlastniho kapitalu a samostatny vykaz
penéznich tokl za rok 2010 a pfilohu, véetné popisu podstatnych
UcCetnich pravidel (déle , samostatnd Gcetni zavérka“).

Odpovédnost predstavenstva Spolecnosti za samostatnou tGcéetni
zavérku

Predstavenstvo Spole¢nosti odpovidd za sestaveni samostatné ucetni
zavérky podavajici vérny a poctivy obraz v souladu s Mezinarodnimi
standardy GcCetniho vykaznictvi ve znéni pfijatém Evropskou unif

a za takové vnitfni kontroly, které povaZuje za nezbytné pro sestaveni
Ucetni zavérky tak, aby neobsahovala vyznamné nespravnosti
zpUsobené podvodem nebo chybou.

Uloha auditora

Nasi tlohou je vydat na zékladé provedeného auditu vyrok k této
samostatné ucetni zévérce. Audit jsme provedli v souladu se

zékonem o auditorech platnym v Ceské republice, Mezindrodnimi
standardy auditu a souvisejicimi aplikaénimi dolozkami Komory
auditor(l Ceské republiky. V souladu s t&mito predpisy jsme povinni
dodrZovat etické poZadavky a naplanovat a provést audit tak, abychom
ziskali pfiméFenou jistotu, Ze UCetni zavérka neobsahuje vyznamné
nespravnosti.

Audit zahrnuje provedeni auditorskych postupl, jejichz cilem je ziskat
dlkazni informace o ¢astkach a informacich uvedenych v tcetni
zavérce. Vybér auditorskych postuptl zavisi na Usudku auditora, véetné
posouzeni rizika vyznamné nespravnosti idaji uvedenych v Gcetni
zavérce zplsobené podvodem nebo chybou. Pfi posuzovani téchto
rizik auditor zohledruje vnitfni kontroly relevantni pro sestaveni Gcetni
zavérky podavajici vérny a poctivy obraz. Cilem tohoto posouzeni je
navrhnout vhodné auditorské postupy, nikoli vyjadfit se k Gc¢innosti
vnitfnich kontrol. Audit téZ zahrnuje posouzeni vhodnosti pouZitych
Gcetnich pravidel, ptimérenosti icetnich odhad( provedenych vedenim
i posouzeni celkové prezentace GcCetni zavérky.

Jsme presvédceni, Ze ziskané dlkazni informace poskytuji dostate¢ny
a vhodny zaklad pro vyjadreni nasSeho vyroku.

PricewaterhouseCoopers Audit, s.r.o.,
Katefinska 40/466, 120 00 Praha 2, Ceska republika
tel.: +420 251 151 111, fax: +420 251 156 111, www.pwc.com/cz

Independent auditor’s report
to the shareholders
of Philip Morris CR, a.s.

REPORT ON THE SEPARATE FINANCIAL STATEMENTS

We have audited the accompanying separate financial statements of
Philip Morris CR a.s., identification number 14803534, with registered
office at Vitézna 1, Kutna Hora (“the Company”), which comprise

the statement of financial position as at 31 December 2010, the
statements of comprehensive income, changes in equity and cash flows
for the year then ended and notes, including a summary of significant
accounting policies (“the separate financial statements”).

Board of Directors’ Responsibility for the Separate Financial Statements

The Board of Directors is responsible for the preparation of the
separate financial statements that give a true and fair view in
accordance with International Financial Reporting Standards as
adopted by the European Union, and for such internal controls as the
Board of Directors determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these separate financial
statements based on our audit. We conducted our audit in accordance
with the Act on Auditors of the Czech Republic, International
Standards on Auditing and the related application guidance of the
Chamber of Auditors of the Czech Republic. Those standards require
that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including
assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
preparation of the financial statements that give a true and fair

view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion

on the effectiveness of the internal control. An audit also includes
evaluating the appropriateness of the accounting policies used and the
reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

PricewaterhouseCoopers Audit, s.r.0., se sidlem Katefinskd 40/466, 120 00 P@ha 2,1C: 40765521, zapsana v obchodnim rejstfiku vedeném Méstskym soudem v Praze,
oddil C, vlozka 3637 a v seznamu auditorskych spole¢nosti u Komory auditori Ceské republiky pod opravnénim ¢islo 021.

© 2011 PricewaterhouseCoopers Audit, s.r.o. VSechna prava vyhrazena. ,PwC" je znaCka, pod niZ ¢lenské spole¢nosti PricewaterhouseCoopers International Limited (PwCIL)
podnikaji a poskytuji své sluzby. Spolecné tvofi svétovou sit spolecnosti PwC. Kazd4 spole¢nost je samostatnym pravnim subjektem a jednotlivé spole¢nosti nezastupuji sit
PwCIL ani Zadnou jinou &lenskou spoleénost. PWCIL neposkytuje Zadné sluzby klientdim. PwCIL neodpovida za jednani ¢i opomenuti jednotlivych spolenosti sité PwC, ani
nem(iZze kontrolovat vykon jejich profesionalni ¢innosti ¢i je jakymkoli zpdsobem ovliviiovat.
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Vyrok

Podle naSeho nézoru samostatna Gcetni zavérka podava vérny

a poctivy obraz finan¢ni pozice Spole¢nosti k 31. prosinci 2010, jejiho
hospodafeni a penéznich toki za rok 2010 v souladu s Mezinarodnimi
standardy Ucetniho vykaznictvi ve znéni prijatém Evropskou unif.

ZPRAVA O JINYCH POZADAVCICH STANOVENYCH
ZAKONY NEBO PREDPISY

Zprava o ovéfeni zpravy o vztazich

Déle jsme provedli provérku pfiloZzené zpravy o vztazich mezi
Spolegnosti a jeji ovladajici osobou a mezi Spole¢nosti a ostatnimi
osobami ovladanymi stejnou ovlédajici osobou za rok koncici

31. prosince 2010 (déle ,,Zprava”). Za Uplnost a spravnost Zpravy
odpovida predstavenstvo Spole¢nosti. Nasi Glohou je vydat na zékladé
provedené provérky stanovisko k této Zprave.

Rozsah ovéfeni

Ovéreni jsme provedli v souladu s Auditorskym standardem ¢&. 56
Komory auditorti Ceské republiky. V souladu s timto standardem
jsme povinni naplénovat a provést provérku s cilem ziskat omezenou
jistotu, Ze Zprdva neobsahuje vyznamné vécné nesprdvnosti. Provérka
je omezena predevsim na dotazovani zaméstnancli Spole¢nosti,

na analytické postupy a vybérovym zptsobem provedené provéfeni
vécné spravnosti Gdajl. Proto provérka poskytuje nizsi stupen jistoty
nez audit. Audit jsme neprovadéli, a proto nevyjadfujeme vyrok
auditora.

Zavér
Na zakladé nasi provérky jsme nezjistili Zzadné vyznamné vécné
nespravnosti v Udajich uvedenych ve Zpréavé sestavené v souladu

s pozadavky §66a obchodniho zakoniku.

29. bfezna 2011

/nemaév[,,%/iﬁ,dw,{b

PricewaterhouseCoopers Audit, s.r.o.
zastoupena

Reihhard Langenhovel
partner

Ing. Jifi Koval
statutérni auditor, oprévnéni ¢. 1491

Opinion

In our opinion, the separate financial statements give a true and fair
view of the financial position of the Company as at 31 December
2010, its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards
as adopted by the European Union.

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS

Report on review of the Report on Relations

In addition we have also reviewed the accompanying report on relations
between the Company and its controlling party and between the
Company and the other persons controlled by the same controlling
party for the year ended 31 December 2010 (the “Report”). The
completeness and accuracy of the Report is the responsibility of the
Board of Directors of the Company. Our responsibility is to express our
opinion on the Report based on performed review.

Shareholders of Philip Morris CR, a.s.

Scope of Review

We conducted our review in accordance with Audit standard 56 of the
Chamber of Auditors of the Czech Republic. This standard requires
that we plan and perform the review to obtain limited assurance as to
whether the Report is free of material factual misstatement. A review
is limited primarily to inquiries of Company personnel, analytical
procedures and examination, on a test basis, of factual accuracy of
data. A review therefore provides less assurance than an audit. We
have not performed an audit and, accordingly, we do not express an
audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes

us to believe that the accompanying Report has not been properly
prepared, in all material respects, in accordance with the requirements
of Article 66a of the Commercial Code.

29 March 2011

/nemaéy/,,%//q%w,{b

PricewaterhouseCoopers Audit, s.f.o.
represented by

(o e

Jifi Koval
Statutory Auditor, Licence No. 1491

Reinhard Langenhovel
Partner
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Zpréva o vztazich mezi propojenymi osobami za G¢etni obdobi
kalendatniho roku 2010

Report on Relations between Related Parties for the 2010
calendar year accounting period

Nésledujici dopliiujici informace vztahujici se k u¢etnimu obdobi roku The following additional disclosures are provided for the accounting

2010 jsou poskytovany dle § 66a odst. 9 zdkona ¢. 513/1991 Sb., period 2010 in accordance with the provision of Article 66a (9)

obchodniho zékoniku, ve znéni pozdéjsich predpisii. of the Czech Commercial Code, as amended.

Definice Definitions

Ovladana osoba:  Philip Morris CR a.s. Controlled Entity:  Philip Morris CR a.s.

Ovladajici osoba: Philip Morris Holland Holdings B.V. Controlling Entity: Philip Morris Holland Holdings B.V.

Propojené osoby: spole¢nosti pfimo ¢i nepfimo ovladané Related parties: Companies controlled directly or indirectly
Philip Morris Holland Holdings B.V. jakoz by Philip Morris Holland Holdings B.V. as well
i Philip Morris International, Inc., ktera je ovladajici as by Philip Morris International, Inc. which is
osobou koncernu na nejvy$si Grovni the ultimate holding company of Philip Morris

Holland Holdings B.V.

Smlouvy a dodatky k existujicim smlouvam uzaviené s ovladajici Contracts and amendments to the existing contracts concluded with
osobou a propojenymi osobami the Controlling Entity and related parties
V pribéhu roku 2010: During 2010:
Spolecnost Smlouva Datum Company Contract Date
Prodej materialu, zboZi a sluzeb Sales of goods and services
PM Tobakk Norge AS Smlouva o vyrobé 1.6.2010 PM Tobakk Norge AS Contract Manufacturing
ZAO Philip Morris Izhora Dodatek &. 2 0 ukoncent Agreement June 1, 2010
smlouvy o prodeji zboZzi 19.10. 2010 ZAO Philip Morris Izhora Amendment No. 2
= : : — Termination of Agreement
CJSC Philip Morris Ukraine ?_2'85\5360 dodavkéach 9 12,2010 for the Sale of Goods October 19, 2010

CJSC Philip Morris Ukraine Delivery Contract No. 32296  December 9, 2010

Nakup materidlu, zboZi a sluzeb

Philip Morris International Dodatek ¢. 2 ke smlouvé Purchase of goods
Management S.A. 0 poskytovéni sluzeb 22.3.2010 and services
Papastratos Cigarette Philip Morris International Amendment No. 2
Manufacturing Company S.A. Smlouva o nakupu zbozf 29.10. 2010 Management S.A. to Service Agreement March 22, 2010
Papastratos Cigarette Agreement on Purchase
Manufacturing Company S.A.  of Goods October 29, 2010
Ostatni pInéni a protipInéni uvedena v pfiloze k samostatné Gcetni
zévérce v bodé 26, byla realizovéna na zakladé vzajemnych dohod Other performances and counter-performances as specified in Notes
a objednavek, bez uzavieni pisemnych smluv. to Separate Financial Statements, Note 26, were fulfilled based
on negotiated offers and purchase orders without concluding written
Ovladana osoba méla v roce 2010 transakce s témito propojenymi contracts.
osobami
Controlled entity carried out transactions with the following related
Philip Morris Products S.A. parties in 2010
Philip Morris Research Lab. GmbH
Intertaba S.p.A Philip Morris Products S.A.
Philip Morris France S.A.S. Philip Morris Research Lab. GmbH
Philip Morris Holland B.V. Intertaba S.p.A
Philip Morris Services S.A. Philip Morris France S.A.S.
Charles Stewart and Company Ltd. Philip Morris Holland B.V.
Philip Morris Polska S.A. Philip Morris Services S.A.
DIN ,Fabrika Duvana“ a.d. Nis Charles Stewart and Company Ltd.
Papastratos Cigarette Manufacturing Company S.A. Philip Morris Polska S.A.
Philip Morris Trading SRL DIN , Fabrika Duvana“ a.d. Nis
Philsa Philip Morris Sabanci Sigarave Tutunculuk Sanayi ve Ticaret A.S. Papastratos Cigarette Manufacturing Company S.A.
Philip Morris Hungary Ltd. Philip Morris Trading SRL
Philip Morris International Management S.A. Philsa Philip Morris Sabanci Sigarave Tutunculuk Sanayi ve Ticaret A.S.
Philip Morris Management Services B.V. Philip Morris Hungary Ltd.
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0JSS Philip Morris Kazakhstan

Philip Morris International Service Center, S.L.
Philip Morris Slovakia s.r.o.

Tabaqueira — Empresa Industrial de Tabacos S.A.
Philip Morris Manufacturing GmbH

Philip Morris Manufacturing Senegal S.A.R.L.
OAO Philip Morris Kuban

UAB Philip Morris Lietuva

Philip Morris Romania S.R.L.

ZAO Philip Morris Izhora

f6 Cigarettenfabrik GmbH & Co. KG

Philip Morris Exports Sarl

PM Tobakk Norge AS

Philip Morris International, Inc.

Philip Morris Malaysia SDN. BHD

Philip Morris Philippines Manufacturing Inc
CTPM International S.A.

PMI Service Center Europe Sp. z o.0.

Philip Morris Colombia S.A.

Philip Morris International IT Center Sarl
Philip Morris International Insurance (Ireland) LTD
Philip Morris Polska Tobacco Sp. z 0.0.

Philip Morris Polska Distribution Sp. z o.0.

Jiné pravni ukony uskute¢néné v zajmu propojenych osob

V pribéhu téetniho obdobi nebyly v zdjmu ovladajici osoby nebo
ovlddané osoby nebo jinych osob ovlddanych stejnou ovladajici osobou
ucinény zadné jiné pravni Gkony nebo, pokud do$lo k pravnim tkoniim
ve vztahu k vySe uvedenym osobam, jednalo se o obecné pravni
postupy uc¢inéné na zékladé podminek pro uskute¢néni pravnich tkoni
ze strany ovladané osoby ve vztahu k ovladajici osobé z titulu jejiho
postaveni akcionare ovladané osoby.

Ostatni opatfeni v zajmu nebo na popud propojenych osob

V pribéhu tcetniho obdobi nebyla v z&jmu nebo na popud ovladajici
osoby nebo osob ovladanych stejnou ovladajici osobou pfijata Zadna
opatfeni, s vyjimkou obecnych opatfeni pfijatych ovlddanou osobou
ve vztahu k ovladajici osobé z titulu jejiho postaveni akcionare
ovlddané osoby.

Neexistence Gjmy

Ovladané osobé nevznikla z vy8e uvedenych poskytnutych plnéni,
smluy, ostatnich prévnich Gkond, jinych opatfeni nebo z jinych
prijatych nebo poskytnutych pInéni Zadna Gjma. Transakce
uskute¢néné mezi propojenymi osobami jsou podrobné uvedeny
v pfiloze k samostatné Ucetni zavérce, v bodé 26.

V Kutné Hore dne 21. bfezna 2011

A

Alvise Giustiniani
predseda predstavenstva

Daniel Gordon
¢len predstavenstva

Philip Morris International Management S.A.
Philip Morris Management Services B.V.

0JSS Philip Morris Kazakhstan

Philip Morris International Service Center, S.L.
Philip Morris Slovakia s.r.o.

Tabaqueira — Empresa Industrial de Tabacos S.A.
Philip Morris Manufacturing GmbH

Philip Morris Manufacturing Senegal S.A.R.L.
OAOQ Philip Morris Kuban

UAB Philip Morris Lietuva

Philip Morris Romania S.R.L.

ZAO Philip Morris Izhora

f6 Cigarettenfabrik GmbH & Co. KG

Philip Morris Exports Sarl

PM Tobakk Norge AS

Philip Morris International, Inc.

Philip Morris Malaysia SDN. BHD

Philip Morris Philippines Manufacturing Inc
CTPM International S.A.

PMI Service Center Europe Sp. z 0.0.

Philip Morris Colombia S.A.

Philip Morris International IT Center Sarl
Philip Morris International Insurance (Ireland) LTD
Philip Morris Polska Tobacco Sp. z o.0.

Philip Morris Polska Distribution Sp. z 0.0.

Other legal transactions undertaken in the interest of the related entities

No legal acts in the interest of the controlling entity or of the controlled
entity or other entities controlled by the same controlling entity were
made during the accounting period, or if there were any legal acts
relating to the above mentioned entities, those were general legal
procedures made under the terms of legal acts by the controlled entity
in relationship to the controlling entity in its capacity as shareholder of
the controlled entity.

Other measures in the interest of or at the instigation of the related
entities

No measures in the interest, or at the instigation, of the controlling
entity or entities controlled by the same controlling entity were taken
within the accounting period, except for general measures taken by the
controlled entity in relationship to the controlling entity in its capacity
as shareholder of the controlled entity.

No detriment

There is no loss arising in the controlled entity from the above-
mentioned performance provided, contracts, other legal actions,
other measures or from other fulfillment received or provided. Related
party transactions are detailed in the Notes to Separate Financial
Statements, Note 26.

In Kutna Hora on March 21, 2011

e 4

Alvise Giustiniani
Chairman
of the Board of Directors

Daniel Gordon
Member
of the Board of Directors
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Ostatni informace pro akcionafe za uc¢etni obdobi

kalendarniho roku 2010

Other information for shareholders for the 2010

calendar year accounting period

1. INFORMACE O PRIJMECH, KTERE BYLY ZA UCETNI
OBDOBI KALENDARNIHO ROKU 2010 PRIJATY
VEDOUCIMI OSOBAMI A CLENY DOZORCI RADY

Zékon ¢. 256/2004 Sb., o podnikani na kapitdlovem trhu, § 118,
stanovi povinnost uvadét informace o vSech penéZitych a nepenézitych
pfijmech, které pfijaly za U€etni obdobi osoby s fidici pravomoci

od Philip Morris CR a.s. (,Spole¢nost“) a od osob ovladanych
Spole¢nosti. Do skupiny osob s Fidici pravomoci patfi ¢lenové
predstavenstva Spolec¢nosti, ktefi jsou souc¢asné vedoucimi osobami,

a déle ¢lenové dozor¢i rady Spole¢nosti.

Odmeéna ¢lend vedeni Spolec¢nosti a dozoréi rady, ktefi jsou
zaméstnanci Spole€nosti, zahrnuje zakladni ro¢ni plat, ro€ni bonus,
Uhrady akciemi spole¢nosti Philip Morris International Inc. (,,PMI*)

a ostatni nepenézni zaméstnanecké vyhody jako napf. podnikova auta,
prispévek na stravovani, penzijni pojisteni, Zivotni a Urazové pojisténi.

Bonus (,,Incentive Compensation®), ktery je vyplacen zaméstnancim
Spolecnosti, je jednordzova ro¢ni vykonnostni finanéni odména.
Tento bonus je vyjadfen jako procento ro€ni zékladni mzdy, které
zévisi na hodnoceni vykonu ¢lena vedeni, jakoZ i na celkovych
vysledcich skupiny PMI. Koncem roku 2010 Komise pro odménovani
PMI sledovala a hodnotila vykon skupiny PMI za rok 2010 oproti
planovanym cilim. Nékteré ze zékladnich kritérii hodnocenf
stanovenych cilt maji kvantitativni charakter, jako je pInénf
provozniho zisku, penéznich tokd, objem prodejli a podil na trhu,

a také kvalitativni charakter, jako naptiklad fizeni portfolia, inovativni
pfistup, dodrZovani internich postupl a zakoni, diverzita, rozvoj
fidicich schopnosti. Generalni feditel navrhuje vy$i bonusu jednotlivym
¢lendm vedeni Spolec¢nosti a prezident regionu EU navrhuje vysi
bonusu generdlnimu fediteli Spole¢nosti. Tyto névrhy jsou potvrzeny
a schvéleny dvéma Grovnémi vys$siho vedeni PMI tak, aby byl zajistén
konzistentni pfistup v ramci PMI.

Clenové veden, ktefi nejsou zaméstnanci Spole¢nosti, jsou
zaméstnanci Philip Morris Services S.A. nebo jinych spole¢nosti

ve skupiné PMI a jsou témito spole¢nostmi také odmeénovani.

0Od Spole¢nosti dostavaji pouze podnikova auta a pfispévek

na stravovani. Odména ¢len(l dozor¢i rady, ktefi nejsou zaméstnanci
Spole¢nosti nebo jinych spole¢nosti ve skupiné PMI, pfedstavuje
jednorazovou ro€ni odménu.

Clenové vedeni Spole¢nosti a dozorei rady, ktefi jsou zaméstnanci
Spoleénosti nebo jiné spole¢nosti ve skupiné PMI, nemaji zadné pfijmy
z titulu ¢lena predstavenstva a dozoréi rady.

V roce 2010 nebyly u Zaddného ¢lena predstavenstva ani u Zadného
¢lena dozori rady zjistény jakékoliv skutec¢nosti, které by vedly
ke stretu zajma.
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1. INFORMATION ON REMUNERATION RECEIVED
BY EXECUTIVES AND SUPERVISORY BOARD MEMBERS
DURING THE 2010 CALENDAR YEAR ACCOUNTING
PERIOD

The Act on business activities on the capital market, no. 256/2004
Coll., section 118 assesses the obligation to publish information on
all monetary income and income in kind received by the persons

with controlling authority for the accounting period from Philip

Morris CR a.s. (the “Company") and from the entities controlled by
the Company. The group of the persons with controlling authority is
formed by the members of the Board of Directors, who are at the same
time Executives, and by the members of the Supervisory Board of the
Company.

Remuneration of Executives and members of the Supervisory Board
who are employees of the Company comprises annual base salary,
annual bonus, share-based payments from Philip Morris International
Inc. (“PMI") and other remuneration in kind such as cars for use,
lunch allowances, pension contribution, life and accident insurance.

The annual bonus (Incentive Compensation — “IC”) is a one-off
payment, made in addition to the Annual Base Salary. This bonus is
expressed as a percentage of the annual base salary and is based on
assessments of both PMI business performance as well as individual
performance. PMI annual business performance is reviewed and
evaluated by the PMI Compensation Committee towards the end

of the year versus objectives. Some of the key components used

to assess those objectives are based on quantitative data such as
operating company income, cash flow as well as qualitative data
such as business development, strengthening the organization, etc.
The Managing Director of the Company proposes the IC bonus for
the individual Executives and the President EU Region proposes the
IC bonus for the Managing Director of the Company. These proposals
are validated at Senior Management level to ensure consistency of
treatment across PMI.

Non-employee Executives are employees of Philip Morris Services S.A.
or other entities within the PMI group of companies and their
remuneration is provided by these companies. The Company provides
them with other remuneration in kind such as cars for use and lunch
allowances. Remuneration of members of the Supervisory Board who
are non-employees of the Company or entities within the PMI group
comprises an annual fee.

Executives and members of the Supervisory Board who are employees
of the Company or entities within the PMI group of companies receive
no additional compensation for services as members of the Board of
Directors and Supervisory Board.

In 2010 no matters which could lead to a conflict of interest were
discovered either with the Board of Directors members or with the
Supervisory Board members.



Informace o penézitych a naturalnich pfijmech, které ptijali za Gcetni
obdobi ¢lenové vedeni a ¢lenové dozoréi rady od Spole¢nosti
a spole¢nosti ovladanych Spole€nosti (v tis. K¢&):

2010 2009
Peng_iity Natli[_élnl’ Pené_iit)" Natu'[_a’lni
pijem pijem pijem pfijem
Predstavenstvo 11 328 103 12 638 399
Dozor¢i rada 1516 57 1652 57

2. ODMENY AUDITORUM

Celkova odmeéna za auditorské a souvisejici sluzby za rok 2010 ¢inila
6 115 tis. K¢ (2009: 6 675 tis. K&). Odména za darové a ostatni
poradenstvi byla v letech 2010 a 2009 nulova.

Celkova odména za auditorské a souvisejici sluzby poskytnuté v rdmci
Skupiny za rok 2010 ¢inila 6 986 tis. K¢ (2009: 7 715 tis. K¢&).
Odména za dafiové a ostatni poradenstvi byla v letech 2010 a 2009
nulova.

3. HLAVNI INVESTICE

V roce 2010 Spole€nost investovala zejména do vyrobniho zafizeni

za UCelem rozSiteni vyrobniho portfolia a zvySeni efektivity vyrobniho
procesu, a do strojl na zpracovani tabaku. Spolenost také investovala
do vymeény vozového parku.

Nejdllezitéjsi investice jsou nasledujici (v tis. K¢):

Pozizovaci hodnota

Investice do procesu zpracovani tabaku 43 895
Investice do rozsiteni portfolia vyroby 528 295
Investice do vozového parku 29 801
Ostatni projekty 62 740
Investice do softwaru 17118
Celkem 681 849

Veskery dlouhodoby nehmotny a hmotny majetek byl financovan
z vlastnich zdroji Spole¢nosti.

V roce 2011 Spole€nost planuje celkovou hodnotu investice ve vysi
200 570 tis. K&, z ¢ehoz k ndkupu v hodnoté 71 770 tis. K¢ se
jiz Spole¢nost k 31. 12. 2010 zavézala. Plan investic spole¢nost
pravidelné kontroluje, skute¢né naklady se vS8ak mohou od vyse
planovanych tdaja lisit.

Information on all monetary income and income in kind received

by Executives and members of the Supervisory Board from the
Company or the entities controlled by the Company during the current
accounting year (in CZK 000’):

2010 2009
Monetary Income in Monetary Income in
Income Kind Income Kind
Board of Directors 11 328 103 12638 399
Supervisory Board 1516 57 1652 57

2. FEES FOR AUDIT AND AUDIT-RELATED SERVICES

The total fees paid and payable for audit and audit-related services for
2010 amounted to CZK 6 115k (2009: CZK 6 675k). In 2010 and
2009 no fees were paid for tax and other consultancy services.

The total fees paid and payable for audit and audit-related services
rendered within a Group for 2010 amounted to CZK 6 986k

(2009: CZK 7 715k). In 2010 and 2009 no fees were paid for tax and
other consultancy services.

3. INVESTMENTS

In 2010, the main investments were equipment to increase capacity
and improve manufacturing efficiency and leaf processing equipment.

The Company also invested in the replacement of its car fleet.

The most important investments were (in CZK 000’s):

Acquisition value

Investments in equipment for leaf processing 43 895
Investments in equipment to increase capacity 528 295
Investments in car fleet 29 801
Other projects 62 740
Investments in software 17118
Total 681 849

All investments in non-current assets were financed by the Company’s
own resources.

In 2011, the Company expects to incur capital expenditures of

CZK 200 570k, out of which the purchase of manufacturing
equipment amounting to CZK 71 770k was committed by December
31, 2010. Investment programs are subject to periodic reviews and
actual construction in progress may vary from the mentioned estimates.
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Ostatni informace pro akciondre

4,  NEMOVITOSTI, STROJE A ZARIZENI - DODATECNE
INFORMACE

Spole€nost vlastnila k 31. 12. 2010 budovy a pfilehlé pozemky
v hodnoté 525 287 tis. K¢ (2009: 512 785 tis. K&), ze kterych
nejvyznamnéjsi jsou (v tis. K¢):

Other information for shareholders

4. PROPERTY, PLANT AND EQUIPMENT - ADDITIONAL
INFORMATION

As at December 31, 2010 the Company had buildings and land in
the amount of CZK 525 287k (2009: CZK 512 785k). The most
important are:

Budovy Buildings (in CZK 000’s)

Zustatkova hodnota Net carrying amount
Umisténi Vyuziti 2010 2009 Location Utilization 2010 2009
Kutnd Hora  Vyrobnfi hala 353 756 370189 Kutna Hora Factory 353 756 370189
Kutna Hora  Skladové prostory 63 869 38990 Kutnd Hora ~ Warehousing 63 869 38990
Kutna Hora, Kutna Hora,
Stréznice Ostatni vyznamné prostory 93 865 90270 Stréznice Other 93 865 90 270

Pozemky (v tis. K¢)

Land (in CZK 000’s)

Umisténi Pofizovaci hodnota Location Acquisition value
Kutné Hora 11 283 Kutna Hora 11283
Straznice 2514 Straznice 2514

Spole€nost méla k 31. 12. 2010 v drZeni strojni zafizeni, které
je vyuZivano ke zpracovani tabaku, v hodnoté 217 901 tis. K¢
(2009: 146 408 tis. K¢) a k vyrobé a baleni cigaret v hodnoté
1 131 340 tis. K& (2009: 966 302 tis. K¢).

Predpokladana doba uzivani u strojniho zafizeni ke zpracovani tabaku
a k vyrobé a balenf cigaret je (v tis. K¢):

Typ strojniho zafizeni
Zistatkova hodnota

At December 31, 2010 the Company had leaf processing equipment in
the amount of CZK 217 901k (2009: CZK 146 408k) and equipment
for production of cigarettes in the amount of CZK 1 131 340k

(2009: CZK 966 302k).

The useful lives of leaf processing and cigarette production equipment
are as follows (in CZK 000’s):

Machinery equipment

Carrying amount

Doba uzivani (roky) 2010 2009 Useful lives in years 2010 2009

Strojnf zafizeni ke 5 400 538 Leaf processing 5 400 538
zpracovani tabdku 8 37176 34 038 equipment 3 37176 34 038
15 180 325 111832 15 180 325 111832

Strojni zatizeni k vyrobé 8 568 704 315141 Production of cigarettes 8 568 704 315141
a baleni cigaret 15 562 636 651 161 15 562 636 651 161

Spole¢nost dale méla k 31. 12. 2010 v drZeni dopravni prostfedky
v zlstatkové hodnoté 72 439 tis. K& (2009: 55 605 tis. K¢)

a zatizeni pro zpracovani dat v z(statkové hodnoté 27 930 tis. K¢
(2009: 30 480 tis. K&). Ostatni zafizeni v zlistatkové hodnoté
285 738 tis. K& (2009: 370 473 tis. K&) predstavovalo zafizeni

v laboratofich a nevyrobni zatizeni zajistujici provoz.

5. ORGANIZACNI SLOZKA PODNIKU V ZAHRANICI

Spoleénost nema Zadnou organizacni slozku podniku v zahranici.

6. OSTATNI

V ucetnim obdobi 2010 Spole¢nost neprerusila své podnikatelské
aktivity, které by mély nebo mohly mit vyznamny vliv na finan¢ni situaci
Spole¢nosti.

Ochrana Zivotniho prostiedi je zajistovana v souladu s ¢eskou
legislativou v oblasti ochrany Zivotniho prostiedi.

Spole¢nost neni G€astnikem Zadnych soudnich, spravnich nebo
rozhod¢ich Fizeni, které by mély nebo mohly mit vyznamny vliv
na finan¢ni situaci Spole¢nosti.
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At December 31, 2010 the Company had vehicles in the carrying
amount of CZK 72 439k (2009: CZK 55 605k) and equipment
for data processing in the carrying amount of CZK 27 930k
(2009: CZK 30 480k). Other equipment in the carrying amount of
CZK 285 738k (2009: CZK 370 473k) represented equipment in
the laboratories and non-manufacturing equipment supporting the
operating facilities.

5. ORGANIZATIONAL BRANCH ABROAD

The Company has no organizational branch abroad.

6. OTHER

In 2010, no business interruptions occurred that had or might have
a significant effect on the financial situation of the Company.

Environmental protection is secured in accordance with the Czech
environmental legislation.

The Company does not have any pending legal, administrative or
arbitration proceedings that had or might have a substantial effect on
the financial situation of the Company.



7. CLENOVE PREDSTAVENSTVA

Na majetek Zadného ¢lena predstavenstva nebyl prohldsen konkurs,

v rdmci insolvenéniho fizeni nebyl Zadny ¢len predstavenstva omezen
pfedbéZnym opatfenim v nakladani se svym majetkem, ani proti
74dnému ¢lenovi nebyl podén insolvenéni néavrh, ktery by byl nasledné
zamitnut z ddvodu, Ze jeho majetek nepostaCuje k thradé nékladu
insolven¢niho Fizeni.

VSichni ¢lenové predstavenstva jsou bezihonni ve smyslu zédkona

¢. 455/1991 Sb., o Zivnostenském podnikani, ve znéni pozdéjsich
pfedpis, tj. nebyli pravomocné odsouzeni za trestny ¢in spachany
UmyslIné, samostatné nebo v soubéhu s jinymi trestnymi Ciny,

k nepodminénému trestu v trvani nejméné jednoho roku, ani za jiny
trestny ¢in spachany umyslinég, jehoZ skutkova podstata souvisi

s podnikanim.

V Kutné Hore dne 21. bfezna 2011

Alvise Giustiniani
predseda predstavenstva

Daniel Gordon
¢len predstavenstva

7. MEMBERS OF THE BOARD OF DIRECTORS

No bankruptcy has been declared in respect of assets of any member
of the Board of Directors. No member of the Board of Directors has
been restricted from disposing of his assets by a preliminary injunction
issued in the course of insolvency proceedings, nor has an insolvency
petition been filed against him and rejected on the grounds that his
assets are insufficient to cover the costs of the insolvency proceedings.

All the members of the Board of Directors are blameless within the
meaning of Act no. 455/1991 Coll., the Trade Licensing Act, as
amended, i.e., they have not been finally and unappealably sentenced
for a criminal offence committed wilfully, whether separately or
together with other criminal offences, to unconditional imprisonment of
one year or more, or for any other wilfully committed criminal offence
related to business activity.

In Kutna Hora on March 21, 2011

Alvise Giustiniani
Chairman
of the Board of Directors

Daniel Gordon
Member
of the Board of Directors
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A) Souhrnnd vysvétlujici zpréva pfedstavenstva spole¢nosti

Philip Morris CR a.s.

za UcCetni obdobi kalendarniho roku 2010 dle § 118 odst. 8 zédkona ¢. 256/2004 Sb., o podnikani na kapitalovém trhu
ve znéni pozdéjsich predpist (dale jen ,,ZPKT"), tykajici se zaleZitosti podle § 118 odst. 5 pism. a) az k) ZPKT

A)
of Philip Morris CR a.s.

Summary Explanatory Report of the Board of Directors

for the 2010 calendar year accounting period pursuant to Section 118, Subsection 8 of Act no. 256/2004 Coll., on Business
Activities on the Capital Market, as amended (the “Act on Business Activities on the Capital Market”), regarding the matters
pursuant to Section 118, Subsection 5 (a) to (k) of the Act on Business Activities on the Capital Market

(i) Informace o strukture viastniho kapitalu emitenta, véetné cennych
papirt neprijatych k obchodovéni na regulovaném trhu se sidlem

v Clenském staté Evropské unie a pripadného urceni riznych druhi akcif
nebo obdobnych cennych papird predstavujicich podil na emitentovi

a podilu na zakladnim kapitalu kaZdého druhu akcii nebo obdobnych
cennych papird predstavujicich podil na emitentovi:

Vlastni kapital spole&nosti Philip Morris CR a.s. (déle jen ,,Spole&nost")
tvori Ctyfi zékladni polozky: zakladni kapital, emisni aZio a ostatni prispévky
akcionarli, kumulované nerozdélené zisky a ostatni kapitalové fondy.

(v miliénech K¢) 2010 2009
Zakladni kapitél 2745 2745
Emisni aZio a ostatni ptispévky akcionard 2 364 2 356
Fondy 549 549
Kumulované zisky 3499 3211
Vlastni kapital celkem 9157 8 861

Zakladni kapital Spolecnosti predstavuje 2 745 386 kusl kmenovych
akcif na jméno ve jmenovité hodnoté 1 000 KE kazda. 1 913 698 kusl
zaknihovanych kmenovych akcii na jméno bylo pfijato k obchodovéni
na hlavnim trhu Burzy cennych papirC Praha, a.s. Zbyvajicich

831 688 listinnych kmenovych akcii na jméno nebylo pfijato

k obchodovani na Zadném regulovaném trhu se sidlem v ¢lenském staté
Evropské unie. Zékladni kapitél Spole¢nosti je pIné splacen.

(i)  Informace o omezeni prevoditelnosti cennych papiri:

K prevodu akcii Spole¢nosti je nutno splnit jen poZadavky stanovené
pravnimi pfedpisy. Stanovy Spole¢nosti nijak neomezuji pfevod akcif
Spole¢nosti a neni zde Zzadné jiné omezeni prevoditelnosti akcii
Spole¢nosti, které by spocivalo na strané Spole¢nosti.

(iii)  Informace o vyznamnych pfimych a nepfimych podilech

na hlasovacich pravech emitenta:

Informace o vyznamnych pfimych podilech na hlasovacich pravech
emitenta k 31. 12. 2010 jsou uvedeny v pfiloze k G¢etni zavérce, v bodé
1.1. Popis spole¢nosti jako i ve Zpravé o vztazich mezi propojenymi
osobami, a to v€etné informace o odpovidajici vySi podilu na zakladnim
kapitalu Spole¢nosti.

Struktura vyznamného nepfimého podilu na hlasovacich pravech
Spole¢nosti je k 31. 12. 2010 Spole¢nosti znama pouze u ovladajici
osoby, kterou je Philip Morris Holland Holdings B.V.
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(i) Information about the structure of the issuer’s equity, including
securities which have not been admitted for trading on a regulated

market with a registered office in an EU member state and, if applicable,
specification of the various classes of shares or similar securities
representing participation in the issuer and specification of the share in the
registered capital of each class of shares or similar securities representing
participation in the issuer:

The equity of Philip Morris CR a.s. (the “Company”) consists of four basic
components: the registered capital, share premium and other shareholders’
contributions, retained earnings and other capital funds.

(in millions of CZK) 2010 2009
Registered capital 2745 2745
Share premium and other shareholders’ contributions 2 364 2 356
Reserves 549 549
Retained earnings 3499 3211
Equity 9 157 8 861

The Company'’s registered capital comprises 2 745 386 registered ordinary
shares with a nominal value of CZK 1 000 each. 1 913 698 book-entry
registered ordinary shares have been admitted for trading on the main
market of the Prague Stock Exchange (Burza cennych papir(i Praha, a.s.).
The remaining 831 688 certificated registered ordinary shares have not
been admitted for trading on any regulated market with its registered office
in an EU member state. The Company’s registered capital is fully paid.

(i) Information about limitations on the transferability of securities:

For the transfer of the Company’s shares, it is necessary to meet only

the requirements set by the legal regulations. The Company’s Articles of
Association do not set any limitations on the transfer of the Company’s
shares, nor are there any other restrictions from the Company relating to the
transferability of the Company’s shares.

(iii)  Information about significant direct and indirect participation in the
issuer’s voting rights:

The information on significant direct participations in the issuer‘s voting
rights as at December 31, 2010 is specified in the Notes to the Financial
Statements, point 1.1. Company description and in the Report on Relations
between Related Parties, including information about the corresponding
shares in the Company’s registered capital.

The composition of significant indirect participation in the Company's voting
rights as at December 31, 2010 is only known to the Company in the case
of the controlling entity, Philip Morris Holland Holdings B.V.



Akcionéfi Spole¢nosti, jejichZ podil na zakladnim kapitalu Spole€nosti,

a tim i na hlasovacich pravech Spole€nosti, pfesahuje v souladu s § 181
odst. 1 obchodniho zakoniku 3 %, jsou fondy spravované spole¢nosti Chase
Nominees Limited.

(iv)  Informace o vlastnicich cennych papird se zviastnimi pravy, véetné
popisu téchto prav:

Spole¢nost nevydala Zadné cenné papiry se zvlaStnimi pravy, pouze
kmenové akcie zminéné v bodeé (i) vyse.

(v)  Informace o omezeni hlasovacich prav:

Hlasovaci préava jsou spojena se vSemi akciemi vydanymi Spole¢nosti
a mohou byt omezena nebo vylou¢ena pouze v pfipadech stanovenych
zakonem. Spole¢nost si neni védoma Zadného omezeni nebo vylouéeni
hlasovacich prav k akciim, které emitovala.

(vi)  Informace o smlouvdch mezi akcionafi nebo obdobnymi vlastniky
cennych papirti predstavujicich podil na emitentovi, které mohou mit

za nasledek ztiZeni pfevoditelnosti akcii nebo obdobnych cennych papiri
predstavujicich podil na emitentovi nebo hlasovacich prav, pokud jsou
emitentovi znamy:

Spolegnosti nejsou zndmy Zadné smlouvy mezi akcionafi nebo obdobnymi
vlastniky cennych papir(i predstavujicich podil na Spolecnosti, které mohou
mit za nésledek ztizeni prevoditelnosti akcii nebo obdobnych cennych
papir( predstavujicich podil na Spole¢nosti nebo hlasovacich prav.

(vii) Informace o zvlastnich pravidlech uréujicich volbu a odvolani ¢lend
statutarniho organu a zménu stanov nebo obdobného dokumentu emitenta:
Clenové predstavenstva Spole&nosti jsou voleni a odvolavéni valnou
hromadou Spole¢nosti. Podminky volitelnosti ¢lenl pfedstavenstva
vyplyvaji ze zékona a stanov Spole¢nosti. Spole¢nost nezavedla zédna
zvlastni pravidla upravujici volbu a odvolani ¢lenl pfedstavenstva
Spole¢nosti. Spole¢nost rovnéz nezavedla zadna zvlastni pravidla pro
doplfiovéni a zmény stanov.

(viii) Informace o zvlastnich pravomocich &len( statutarniho organu,
gejména o povéreni podle § 161a a § 210 obchodniho zakoniku:
Clenové predstavenstva Spolecnosti nemaji zadné zvlastni pravomoci.

(ix)  Informace o vyznamnych smlouvach, ve kterych je emitent smluvni
stranou a které nabudou tcinnosti, zméni se nebo zaniknou v pfipadé
zmény ovlddani emitenta v dusledku nabidky prevzeti, a o ucincich z nich
vyplyvajicich, s vyjimkou takovych smiuv, jejichZ uverejnéni by bylo pro
emitenta vazné poskozujici; tim neni omezena jind povinnost uverejnit
takovou informaci podle ZPKT nebo jinych pravnich predpisu:

Spole¢nost neuzavrela Zadné smlouvy, které nabudou Uc€innosti, zméni se
nebo zaniknou v pfipadé zmény ovladani Spolegnosti v dlsledku nabidky
prevzeti.

(x)  Informace o smlouvdch mezi emitentem a ¢leny jeho statutdrniho
organu nebo zaméstnanci, kterymi je emitent zavazan k pInéni pro pripad
skonceni jejich funkce nebo zaméstnani v souvislosti s nabidkou prevzeti:
Mezi Spole¢nosti a ¢leny jejiho predstavenstva nebo jejimi zaméstnanci
nebyly uzavfeny smlouvy, kterymi by byla Spole€nost zavazana k plnéni pro
pripad skonéeni jejich funkce nebo zaméstnani v souvislosti s nabidkou
prevzeti.

(xi)  Informace o pfipadnych programech, na jejichZ zakladé je
zaméstnancum a ¢lendm statutdrniho orgdnu spole¢nosti umoznéno
nabyvat Ucastnické cenné papiry spole¢nosti, opce na tyto cenné papiry
Ci jind préva k nim za zvyhodnénych podminek, a o tom, jakym zptsobem
Jsou prava z téchto cennych papirt vykonavana:

Pro zaméstnance ¢i ¢leny predstavenstva Spole¢nosti nebyly vytvoreny
7&dné programy, na jejichZ zakladé by jim bylo umoZnéno nabyvat
Ucastnické cenné papiry Spole¢nosti, opce na tyto cenné papiry ¢i jina
préva k nim za zvyhodnénych podminek.

The shareholders whose participation in the Company's registered capital
and thus in the Company‘s voting rights exceeds 3% as defined in Section
181 (1) of the Commercial Code are the funds administrated by the
company Chase Nominees Limited.

(iv)  Information about the owners of securities with special rights,
including the description of such rights:

The Company did not issue any shares with special rights; it only issued the
ordinary shares specified in Section (i) above.

(v)  Information about limitations on voting rights:

Voting rights apply to all shares issued by the Company and may only be
limited or excluded where stipulated by law. The Company is not aware of
any restrictions on or exclusions of voting rights attached to the shares that
it has issued.

(vi)  Information about agreements between the shareholders or similar
owners of securities representing participation in the issuer that may reduce
the transferability of shares or similar securities representing participation in
the issuer or the transferability of the voting rights, if known to the issuer:
The Company is not aware of any agreements between shareholders or
similar owners of securities representing participation in the Company that
may reduce the transferability of shares or similar securities representing
participation in the Company or of the voting rights.

(vii)  Information about special rules regulating the election and recalling of
members of the statutory body and changes to the Articles of Association or
similar documents of the issuer:

The members of the Company’s Board of Directors are elected and recalled
by the General Meeting of the Company. The conditions relating to the
election of the members of the Board of Directors are stipulated by law and
by the Company's Articles of Association. The Company has no special rules
regulating the election and recalling of members of the Board of Directors.
The Company also does not have any special rules regulating amendments
and changes to the Articles of Association of the Company.

(viii) Information about special powers of the members of the statutory
body, particularly authorisations pursuant to Sections 161a and 210 of the
Commercial Code:

The members of the Board of Directors have no special powers.

(ix)  Information about significant agreements to which the issuer is a party
and which will become effective, change or cease to exist in the event of

a change of control of the issuer as a result of a take-over bid, and about

the effects arising from such agreements, with the exception of agreements
whose disclosure would cause harm to the issuer; this does not limit

any other obligation to disclose such information pursuant to the Act on
Business Activities on the Capital Market or other legal regulations in force:
The Company has not entered into any agreements that will become
effective, change or cease to exist in the event of a change of control of the
issuer as a result of a take-over bid.

(x)  Information about agreements between the issuer and the members
of its statutory body or employees that bind the issuer to take on any
commitments in the event of the termination of their offices or employment
in connection with a takeover bid:

The Company has not entered into any agreements with the members of
the Board of Directors or employees that bind the Company to take on any
commitments in the event of the termination of their offices or employment
in connection with a takeover bid.

(xi)  Information about schemes on the basis of which employees and
members of the Company'’s statutory body may acquire participation
securities in the Company, options concerning such securities or any

other rights related to these securities, under more favourable terms, and
information about how these rights are exercised:

The Company has no schemes on the basis of which employees or members
of the Board of Directors of the Company may acquire participation
securities in the Company, options concerning such securities or any other
rights related to these securities under more favourable terms.
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dle §118 odst. 4 pism. j) ZPKT

Informace k uplatnovani pravidel tizeni a spravy spole¢nosti

Information on Application of the Rules of Corporate Governance

Pursuant to Section 118, Subsection 4 (j) of the Act on Business Activities on the Capital Market

Spole€nost dobrovolné dodrzuje a spliiuje hlavni kritéria, principy

a doporuceni Kodexu spravy a fizeni spole¢nosti zaloZzeného na
principech OECD, ktery byl pfijat v roce 2004 Komisi pro cenné
papiry. Do Kodexu spravy a fizeni spole¢nosti je mozno nahlédnout
v sidle Spole¢nosti nebo zplisobem umoziujicim dalkovy pistup na:
www.philipmorris.cz.

Informace Spole€nosti za Gcetni obdobi kalendainiho roku 2010 dle
§118 odst. 4 pism. b), c), d) a ) ZPKT

(i) Informace o zasaddch a postupech vnitini kontroly a pravidlech
pristupu emitenta a jeho konsolidacniho celku k rizikim, kterym
emitent a jeho konsolidacni celek je nebo miiZe byt vystaven ve vztahu
k procesu ucetniho vykaznictvi:

Spole¢nost je v ramci své podnikatelské ¢innosti vystavena fadé
externich a internich rizik, ktera jsou popséana ve zpravé predstavenstva
a také v priloze k samostatné cetni zavérce a ke konsolidované

Gcetni zévérce. Spole¢nost proto vytvofila postupy a procesy s cilem
identifikovat, kvantifikovat a sniZit tato rizika za (¢elem jejich
pfedchazeni a efektivniho Fizeni.

DuleZitou soulasti spravy a fizeni Spole¢nosti je oddéleni interni
kontroly, které poskytuje organiim Spolec¢nosti objektivni posouzenfi
pfiméfenosti a tc¢innosti vnitfniho kontrolniho systému Spole¢nosti.
V roce 2010 oddéleni interni kontroly provedlo fadu auditl v souladu
s ro¢nim auditnim planem, sestavenym na zakladé vyhodnoceni rizik,
a s pozadavky organt Spoleénosti.

Oddéleni interni kontroly Spole¢nosti hodnoti zejména kontrolni
mechanismy, postupy a systémy za G€elem zajisténi vérnosti a poctivosti
finan¢nich a provoznich informaci, ochrany majetku Spole¢nosti,
dodrZovéni internich smérnic Spole¢nosti a icelného a Setrného
nakladani se zdroji.

Z dlivodu prevence a véasného odhalovani vzniku moznych chyb

a podvodU ve vztahu k procesu Gcetniho vykaznictvi Spole¢nost zavedla
kontroly ve formé vnitinich smérnic, pokryvajicich rizikové oblasti (napft.
pfijmy a vynosy, dlouhodoby majetek a pronajmy, ocenovani skladovych
zasob, néklady a vydaje, apod.), jejichZ pfimérenost a G¢innost je
pribézné vyhodnocovana oddélenim interni kontroly.

Oddéleni interni kontroly pfeddva sva zjisténi predstavenstvu, dozor&i
radé a vyboru pro audit, poskytuje jim pfitom objektivni hodnoceni
kontrolniho systému Spole¢nosti a navrhuje opatieni k nédpraveé
nedostatkd, pokud jsou néjaké zjistény. Vysledky hodnoceni kontrolniho
systému jsou projednévany také s externim auditorem Spole¢nosti.

K odstranéni nedostatk( zjisténych v priibé&hu auditd jsou Spole¢nosti
pfijimana odpovidajici ndpravna opatfeni. Stav plnéni napravnych
opatfeni oddéleni interni kontroly pribézné sleduje a reportuje vedenf
Spole¢nosti a orgdnim Spolecnosti.
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The Company voluntarily meets and complies with the main criteria,
principles and recommendations set out in the Code of Corporate
Governance based on the OECD principles adopted by the Securities
Commission in 2004. This Code is available at the Company’s
registered office and at: www.philipmorris.cz

Information about the company for 2010 calendar year accounting
period pursuant to Section 118 Subsection 4 (b), (c), (d) and (e) of the
Act on Business Activities on the Capital Market

(i) Information about the principles and procedures related to internal
control and the rules relating to the approach of the issuer and its
consolidated group to the risks that the issuer and its consolidated group
are facing or may face in relation to the financial reporting process:

In its operations, the Company faces a number of external and internal
risks as presented in the description of the Company and its business
in the report of the Board of Directors and in the Notes to the Separate
Financial Statements and the Consolidated Financial Statements.

The Company has therefore set up procedures and processes that aim
to identify, quantify and mitigate these risks in order to prevent and
manage them effectively.

The internal controls department represents an important component
of Corporate Governance and it provides the bodies of the Company
with objective assessments of the adequacy and operating
effectiveness of the Company’s internal control system. In 2010, the
internal controls department carried out a number of audits, as per
the risk-based annual audit plan and requirements of the bodies of the
Company.

The internal controls department assesses controls, procedures and
systems in place to ensure reliability and integrity of financial and
operational information, safeguarding of assets, compliance with
Company internal policies and the cost effective and efficient use of
resources.

In order to prevent or promptly detect errors and frauds related to the
financial reporting process, the Company has implemented controls

in the form of internal policies covering the risk areas of the business
(e.g., revenue recognition, capital assets and leases, inventory valuation,
costs and expenses, etc.) for which adequacy and effectiveness are
continuously assessed by the internal controls department.

The internal controls department reports its findings to the Board of
Directors, the Supervisory Board and the Audit Committee, provides
them with objective assessments of the Company’s control system
and formulates actions to remediate issues, if any are identified. The
conclusions of the control assessments are also discussed with the
Company'’s external auditor.

The Company takes appropriate measures to correct deficiencies
identified during audits. The internal controls department then
monitors the implementation of such measures and reports to the
management of the Company and its bodies.



Préce oddéleni interni kontroly je rovnéz sledovéna vyborem pro audit.
Viybor pro audit v roce 2010 neshledal Zadné nedostatky, které by mohly
podstatné ovlivnit proces G€etniho vykaznictvi.

(i) Popis postupl rozhodovéni a sloZenf statutdrniho orgénu,
dozorciho organu ¢i jiného vykonného nebo kontrolniho organu
emitenta, a jsou-li ziizeny, také jejich vybori:

Predstavenstvo Spole€nosti je jejim statutdrnim orgénem, ktery

fidi ¢innost Spole¢nosti, jedna jejim jménem zplsobem uvedenym

ve stanovéach Spole¢nosti a sklada se ze Sesti ¢lend, ktefi jsou

voleni a odvolavani valnou hromadou. Predstavenstvo rozhoduje
usnesenim, které se zpravidla pfijima na zasedanich pfedstavenstva.
Predstavenstvo je zplsobilé se usnaset, jsou-li pfitomni alespon

Ctyfi ¢lenové predstavenstva. K platnosti usneseni je tfeba souhlasu
nadpoloviéni vétsiny pfitomnych ¢lenl pfedstavenstva. Kazdy ¢len
pfedstavenstva ma jeden hlas. V pfipadé rovnosti hlasi je rozhodujici
hlas predsedajiciho. Na navrh pfedsedy, ¢i pokud nema predsedu,
jiného &lena predstavenstva, mlze pfedstavenstvo pfijimat rozhodnuti
i mimo zasedani predstavenstva, jestlize s tim souhlasi vSichni
¢lenové predstavenstva. Predstavenstvo je zplsobilé usnaset se mimo
zasedani predstavenstva, Ucastni-li se tohoto hlasovani alespon &tyfi
¢lenové predstavenstva. K platnosti usneseni se vyZaduje nadpolovi¢ni
vétsina hlasl ¢lenl predstavenstva, ktefi hlasovali mimo zasedani
predstavenstva.

Dozor¢i rada se sklada ze Sesti ¢len(, ktefi musf byt fyzickymi osobami
spliiujicimi poZadavky zdkona. Dva ¢lenové dozor¢i rady jsou voleni

a odvolavéani zaméstnanci Spole¢nosti v souladu s ustanovenimi § 200
obchodniho zékoniku, zbyvajici &tyfi Elenové valnou hromadou. Clenové
dozoréi rady voli ze svych fad predsedu dozor¢i rady. Dozor¢i rada je
zpUsobild se usnéset, je-li pfitomna nadpoloviéni vétsina viech jejich
¢lend. Kazdy ¢len dozor¢i rady ma jeden hlas. K platnosti usnesent

je tfeba souhlasu nadpoloviéni vétsiny véech &lend dozor¢i rady.

0 usnaseni dozor¢i rady mimo zasedani plati obdobné ustanoveni

0 usnaseni predstavenstva mimo zasedani, s tim, Ze k platnosti
takového usneseni se vyZaduje vétsina hlast viech ¢lent dozoréi rady.

Vybor pro audit se sklada ze tii ¢len(, ktefi musi byt fyzickymi osobami
spliiujicimi pozadavky zékona. Clenové jsou jmenovani a odvolavani
valnou hromadou. Clenové vyboru pro audit voli a odvoldvaji ze svych
¢lend predsedu. Vybor pro audit je zplsobily se usnaset, je-li na jeho
zasedani pfitomna nadpoloviéni vétSina vdech jeho ¢lend. Kazdy ¢len
vyboru pro audit méa jeden hlas. K pfijeti usneseni vyboru pro audit
je tfeba nadpoloviéni vétSiny hlas( vSech ¢lenl vyboru pro audit.

0 usnéSeni vyboru pro audit mimo zasedani plati obdobné ustanoveni
0 usnasdeni predstavenstva mimo zasedani, s tim, Ze k platnosti
takového usnesenf se vyZaduje vétSina hlasd viech ¢lenl vyboru pro
audit.

(iii)  Popis prdv a povinnosti spojenych s pfislusnym druhem akcie
nebo obdobného cenného papiru predstavujiciho podil na emitentovi,
a to alespori odkazem na obchodni zékonik a stanovy emitenta, pokud
se jednd o druh akcie, nebo na srovnatelny zahranicni pravni pfedpis
a stanovam obdobny dokument emitenta, pokud se jedna o druh
obdobného cenného papiru predstavujiciho podil na emitentovi:

Prava a povinnosti akcionaf( stanovi prévni predpisy a stanovy
Spole¢nosti.

The work of the internal controls department is also overseen by the
Audit Committee. In 2010, the Audit Committee did not ascertain any
deficiencies that could materially affect the financial reporting process.

(i) Description of the composition and decision-making process

of the issuer’s statutory body, supervisory body or other executive or
controlling body and of the issuer’s committees, if established:

The Board of Directors of the Company is the statutory body which
manages the Company's activities and acts on its behalf in the manner
defined in the Company's Articles of Association. The Board of Directors
consists of six members who are elected and recalled by the General
Meeting. The Board of Directors decides by way of resolutions which
are generally adopted at Board of Directors meetings. The Board of
Directors is quorate if at least four members of the Board of Directors
are present at Board of Directors meeting. Resolutions are adopted if
they are approved by more than half of the members of the Board of
Directors present. Every member of the Board of Directors has one vote.
In the event of a tie, the Chairman‘s vote is decisive. If so proposed by
the Chairman, or if the Board of Directors does not have a Chairman,
other member of the Board of Directors, the Board of Directors may
adopt resolutions outside of a meeting, provided all members of the
Board of Directors agree to this. The Board of Directors is quorate for
outside-of-meeting voting if at least four members of the Board of
Directors participate in such voting. Resolutions are valid if they are
approved by more than half of the members of the Board of Directors
participating in the outside-of-meeting voting.

The Supervisory Board consists of six members. They must be

natural persons and comply with the requirements stipulated by law.
Two members of the Supervisory Board are elected and recalled by

the Company‘s employees in accordance with Section 200 of the
Commercial Code, and four members are elected and recalled by the
General Meeting. The members of the Supervisory Board elect one
member as a chairman. The Supervisory Board is quorate if more than
half of its members are present. Every member of the Supervisory Board
has one vote. Resolutions are adopted if they are approved by more than
half of all the members of the Supervisory Board. The same rules as
those for adopting resolutions outside Board of Directors meetings apply
to adopting resolutions outside Supervisory Board meetings; however, in
the latter case approval by a majority of votes of all the members of the
Supervisory Board is required for such a resolution to be valid.

The Audit Committee consists of three members who must be natural
persons and comply with the requirements stipulated by law. The
members are appointed and recalled by the General Meeting. The
members of the Audit Committee elect one of their members as the
chairperson of the Audit Committee. The Audit Committee is quorate
if more than half of its members are present. Every member of the
Audit Committee has one vote. Resolutions of the Audit Committee are
adopted if they are approved by more than half of all the members of
the Audit Committee. The same rules as those for adopting resolutions
outside Board of Directors meetings apply to adopting resolutions
outside Audit Committee meetings; however, in the latter case approval
by a majority of votes of all the members of the Audit Committee is
required for such a resolution to be valid.

(iii)  Description of the rights and obligations relating to the relevant
classes of shares or similar securities representing participation in
the issuer, at least by way of reference to the Commercial Code and
the issuer’s Articles of Association in regard to classes of shares, or
reference to a similar foreign legal regulation or a document similar
to Articles of Association in regard to similar securities representing
participation in the issuer:

The rights and obligations of the shareholders are set out in the legal
regulations and in the Articles of Association of the Company.
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Oprdvnéni vlastnici akcii maji pravo Gcastnit se na Fizeni Spole¢nosti.
Toto pravo uplatiiuji akcionéfi zasadné na valné hromadé, na niz maji
prévo se Ucastnit. Na valné hromadé maji akcionafi pravo hlasovat,
prévo poZadovat a dostat vysvétleni o zaleZitostech tykajicich se
Spole¢nosti i o zélezitostech tykajicich se osob ovladanych spole¢nosti
a uplatriovat ndvrhy a protinavrhy.

Akcionafi maji dale pravo na podil na zisku Spole¢nosti (dividendu).
Po dobu trvani Spole¢nosti, ani v ptipadé jejiho zru$eni, nejsou
akcionafi opravnéni pozadovat vraceni svych vkladd.

P¥i zruSeni Spole¢nosti s likvidaci maji akcionéfi pravo na podil
na likvidaénim zdstatku.

Akciondfi jsou povinni splatit emisni kurz a pfipadné emisni azio jimi
upsanych akcii.

(iv)  Popis postupti rozhodovani a zakladniho rozsahu pisobnosti valné
hromady emitenta nebo obdobného shromazdéni vlastniki cennych
papirt pfedstavujicich podil na emitentovi:

Valna hromada akcionaf( je nejvy$sim organem Spoleénosti. Rozhoduje
o véech zalezitostech Spole¢nosti, které do jeji plisobnosti svéfuji zakon
nebo stanovy Spole¢nosti.

Do plsobnosti valné hromady néleZi zejména rozhodnuti o zméné
stanov, rozhodovéni o zvySeni ¢i snizeni zdkladniho kapitélu, schvaleni
Ucetni zavérky, rozhodnuti o vydani dluhopist, rozhodnuti o zrusenf
Spole¢nosti s likvidaci, rozhodnuti o flzi, pfevodu jméni na jednoho
akcionéafe nebo rozdéleni, popfipadé o zméné pravni formy Spole€nosti.

Do piisobnosti valné hromady dale pati volba a odvolani ¢lend organ(
Spole¢nosti; rozhodovani o schvéleni smlouvy o vykonu funkce ¢lena
téchto organd a jejich odmeénovéni, rozhodnuti o kotaci G¢astnickych
cennych papirli vydanych spole¢nosti podle zvlastniho zékona a o jejich
vyfazeni z obchodovani na regulovaném trhu, rozhodnuti o uzavreni
smlouvy, jejimz predmétem je pfevod podniku nebo jeho ¢asti nebo
jeho najem, schvéleni jednani u¢inénych jménem Spole¢nosti do jejiho
vzniku podle § 64 obchodniho zékoniku, schvéleni ovlddaci smlouvy,
smlouvy o prevodu zisku a smlouvy o tichém spolecenstvi a jejich zmén,
ztizovani nepovinnych fond( Spoleénosti a stanoveni postupu jejich
tvorby a ¢erpani, rozhodnuti o zméné préav spojenych s jednotlivymi
druhy akcif, jakoZ i zméné druhu, formy a podoby akcii; o $tépeni akcif
¢i spojeni vice akcii do jedné akcie, o omezeni prevoditelnosti akcif

¢i rozhodnuti o nabyti vlastnich akcii Spole¢nosti v souladu s § 161a
obchodniho zékoniku a rozhodnuti o dalSich otézkach, které zakon nebo
stanovy zahrnuji do plsobnosti valné hromady.

S kazdou akcii o jmenovité hodnoté 1 000 K¢ je spojen jeden hlas.
Valna hromada je schopna se usnas$et, jsou-li pfitomni akcionafi,

ktefi maji akcie se jmenovitou hodnotou presahujici 30 % zakladniho
kapitélu Spole¢nosti. Valnéd hromada rozhoduje nadpolovi¢ni vétSinou
hlasd pritomnych akcionéfli, pokud obchodni zédkonik nebo stanovy
Spole¢nosti nestanovi jinak. Hlasovani na valné hromadé se déje
aklamaci, pokud valnd hromada nerozhodne jinak. Nejprve se hlasuje
o ndvrhu predstavenstva nebo dozor¢i rady. Neni-li takovy navrh pfijat,
hlasuje se o protindvrhu akcionare.
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The authorised owners of the shares are entitled to participate in the
Company‘s management. This right is exercised by the shareholders
at General Meetings, at which they have a right to participate. At

the General Meeting the shareholders have the right to vote, to ask
for explanations and to receive answers to questions about matters
concerning the Company as well as matters concerning entities
controlled by the Company, to submit proposals and counterproposals.

The shareholders are further entitled to a portion of the Company'‘s
profit (i.e. dividends). The shareholders may not demand a refund of
their investment contribution during the existence of the Company or
even in the event of its dissolution.

If the Company goes into liquidation, the shareholders are entitled to
a share on liquidation estate.

A shareholder is obliged to pay the issue price and the share premium,
if any, for the shares it has subscribed.

(iv) Description of the decision-making process and the basic scope of
powers of the issuer’s general meeting or a similar meeting of owners of
securities representing participation in the issuer:

The General Meeting is the supreme body of the Company. It makes
decisions on all matters of the Company that fall within its powers
pursuant to the Company’s Articles of Association or pursuant to law.

The powers of the General Meeting particularly include the power to
amend the Articles of Association, to adopt decisions on the increase

or reduction of the registered capital, decisions on approval of the
Financial Statements, decisions on the issue of bonds, decisions on the
winding up of the Company and its going into liquidation, and decisions
on merger, transfer of business assets to sole shareholder, de merger or
on the conversion of the legal form.

Furthermore, it is within the powers of the General Meeting to elect
and recall members of the Company‘s statutory bodies, to approve
agreements on the performance of an office of the members of

such bodies and their remuneration, to decide on the listing of the
participating securities of the Company under a special law or their
withdrawal from trading on a regulated market, to decide on entering
into agreements the subject matter of which is the transfer of business
or part of it or its lease, to approve acts performed on behalf of the
Company before its incorporation as defined in Section 64 of the
Commercial Code, to approve controlling agreements, agreements on
the transfer of profit and silent partnership agreements and any changes
to such agreements, to create non-mandatory funds of the Company and
to decide on the procedure for the creation and use of such funds, to
decide on changes to the rights related to individual classes of shares,
as well as on changes to the class, type and form of shares, on splitting
of shares or merging several shares into one share, on restrictions
related to the transferability of shares, as well as to decide on the
acquisition of the Company‘s own shares in accordance with Section
161a of the Commercial Code and to decide on other matters that fall
within the competence of the General Meeting under law or the Articles
of Association.

Each share with nominal value of CZK 1000 bears one vote. The
General Meeting is quorate if shareholders owning shares with

a nominal value exceeding 30% of the Company's registered capital
are present. Unless the Commercial Code or the Company's Articles of
Association require otherwise, the General Meeting’s decisions must be
adopted by a simple majority of the votes of the shareholders present.
Voting is performed by raising hands unless decided otherwise by the
General Meeting. Proposals submitted by the Board of Directors or the
Supervisory Board are voted on first. If such proposals are not adopted,
shareholders’ counterproposals are voted on.



Clenové piedstavenstva, dozordi rady a vyboru pro audit

spole¢nosti Philip Morris CR a.s.

Members of Board of Directors, Supervisory Board and Audit

Committee of Philip Morris CR a.s.

PREDSTAVENSTVO:

Alvise Giustiniani, pfedseda predstavenstva
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10,
120 00 Praha

Alvise Giustiniani byl jmenovan do pozice generalniho feditele CZ,
SK & HU od 1. 3. 2008. Zodpovida za celkové vysledky spole¢nosti
Philip Morris CR a.s., Philip Morris Slovakia s.r.o. a Philip Morris
Hungary. Pan Giustiniani ma za sebou pozoruhodnou kariéru

ve Philip Morris International, kterou zahdjil v roce 1993 v oddéleni
financi némecké pobocCky Philip Morris International. BEéhem
devadesatych let pracoval ve strategickych pozicich v oblastech
rozvoje obchodu, vnéjsich vztahl a prodeje ve spole¢nosti

Philip Morris International ve Svycarském Lausanne a v pobocce
Philip Morris International v Italii. Pfed nastupem do spole¢nosti
Philip Morris CR a.s. zastaval pozici generélniho feditele spole¢nosti
Tabaqueira v portugalské pobocce Philip Morris International.

Pan Alvise Giustiniani je drzitelem titulu MBA z institutu INSEAD
ve Francii, a je rovnéz absolventem oboru stavebnictvi na univerzité
v italské Padové.

Pan Giustiniani je pfedsedou predstavenstva spole¢nosti

Philip Morris CR a.s. od 19. 5. 2008.

Daniel Gordon, ¢len pFedstavens}va
Kontaktni adresa: Philip Morris CR a.s., Karlovo néamésti 10,
120 00 Praha

Pan Gordon zagal pracovat pro spole&nost Philip Morris CR a.s.

v fijnu roku 2007 na pozici feditele financi a IS CZ & SK. Zodpovida
za finan¢ni zélezZitosti, za informacni sluzby a administrativni ¢innost
spolegnosti Philip Morris CR a.s. a Philip Morris Slovakia s.r.0. V roce
1989 zacal pracovat pro spole¢nost Philip Morris International, kde
zastaval rizné pozice v ramci finanéniho oddéleni. Byl zodpovédny
za finance pro vyrobu, investice a s nimi souvisejici analyzy,
rozpo€tovéni a planovani. Pfedtim, nez za€al pracovat ve spole¢nosti
Philip Morris CR a.s., plisobil na pozici Manazera Operation

Finance ve Philip Morris International ve Svycarsku. Pan Gordon ma
vysokoskolské vzdélani v oboru business administration.

Pan Gordon je &lenem predstavenstva spole¢nosti Philip Morris CR a.s.
od 1. 9. 2007.

Andrea Gontkovi€ova, Clenka pfedstavenstva
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10,
120 00 Praha

Pani Gontkovi¢ova byla jmenovéna do pozice feditelky vnéjsich vztah
spole&nosti Philip Morris CR a.s. v zaFi 2009. Panf Gontkovicova zacala
pracovat ve spole¢nosti Philip Morris Slovakia s.r.0. v roce 1997, kde
postupné zastavala riizné pozice, véetné pozic v oddéleni vnéjsich
vztah(. V roce 2004 pie$la do spolecnosti Philip Morris International
ve Svycarsku, kde ziskala zkuenosti z oddé&leni strategického
planovani. Po jejim ndvratu v prosinci 2005, byla jmenovana do pozice
vedouciho oddéleni vnéjsich vztahl Philip Morris Slovakia s.r.0. Pani
Gontkovic¢ova je drZitelkou univerzitniho titulu PhDr. z filozofie.

Pani Gontkovic¢ova je ¢lenkou predstavenstva spole¢nosti

Philip Morris CR a.s. od 12. 10. 2009.

BOARD OF DIRECTORS:

Alvise Giustiniani, Chairman of the Board of Directors
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Prague

Mr. Alvise Giustiniani was appointed to the position of Managing
Director CZ, SK & HU as of March 1, 2008. He is responsible

for overall business results in Philip Morris CR a.s., Philip Morris
Slovakia s.r.o. and Philip Morris Hungary. Mr. Giustiniani has had

a distinguished career in Philip Morris International, beginning with
arole in the Finance department of Philip Morris International’s
German affiliate in 1993. Throughout the 1990’s he worked in
strategic roles within the Business Development, Corporate Affairs and
Sales functions at the Philip Morris International’s operations center in
Lausanne, Switzerland, in Philip Morris International’s affiliate in Italy,
and most recently as Managing Director of Tabaqueira, the Portuguese
affiliate of Philip Morris International. Mr. Alvise Giustiniani holds an
MBA from INSEAD in France, and a degree in civil engineering from
the University of Padua, Italy.

Mr. Alvise Giustiniani is a Chairman of the Board of Directors of

Philip Morris CR a.s. since May 19, 2008.

Daniel Gordon, member of the Board of Directors
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Prague

Mr. Daniel Gordon joined Philip Morris CR a.s. in October 2007

as Director Finance & IS CZ & SK with responsibility for finance,
information services and administration in Philip Morris CR a.s. and
Philip Morris Slovakia s.r.o. He began his career with Philip Morris
International in 1989 and has held various positions overseeing
finance activities related to costing, capital expenditure and investment
analysis, and budgeting and planning. Before joining

Philip Morris CR a.s. he worked as Manager Operations Finance

at the Philip Morris International’s operations center in Lausanne,
Switzerland. Mr. Gordon holds a university degree in business
administration.

Mr. Gordon is a member of the Board of Directors of Philip Morris CR a.s.
since September 1, 2007.

Andrea Gontkovi¢ova, member gf the Board of Directors
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Prague

Mrs. Gontkovi€ova was appointed Director Corporate Affairs in

Philip Morris CR a.s in September 2009. She started working for
Philip Morris Slovakia s.r.o. in 1997 and held various positions in the
company, including Corporate Affairs department. In 2004 she was
relocated to Philip Morris International in Switzerland and she built an
experience in the regional Strategic Planning department. Upon her
return in December 2005 she was appointed the Head of the Corporate
Affairs department in Philip Morris Slovakia s.r.o. Mrs. Gontkovicova
holds a university degree in philosophy.

Mrs. Gontkovi¢ova is a member of the Board of Directors of

Philip Morris CR a.s. since October 12, 2009.
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Andre Dahan, ¢len pFedstavenst\{a
Kontaktni adresa: Philip Morris CR a.s., Karlovo néamésti 10,
120 00 Praha

Pan Dahan zagal pracovat pro Philip Morris CR a.s. v Fijnu 2008 jako
feditel marketingu CZ & SK. Zodpovidé za marketingovou ¢innost
Philip Morris CR a.s. a Philip Morris Slovakia s.r.0. Pro spole&nost
Philip Morris International zacal pracovat v roce 1999, odkdy zastaval
riizné pozice v ramci marketingovych oddéleni v nékolika zemich,
naposledy jako feditel marketingu v Madarsku. Pfed tim, nez zacal
pracovat pro Philip Morris International, pracoval ve spole¢nostech
Leo Burnett Advertising a Saatchi & Saatchi Advertising. Pan Dahan je
drzitelem titulu MBA v oblasti financi a marketingu z institutu d‘Etudes
Politiques v PafiZi.

Pan Dahan je ¢lenem predstavenstva spole¢nosti Philip Morris CR a.s.
od 29. 4. 2009.

Igor Potocar, ¢len predstavenstva
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10,
120 00 Praha

Pan Poto¢ar za&al pracovat pro Philip Morris CR a.s. v z&f 2010

jako feditel prodeje a distribuce CZ. Pfedtim zodpovidal za ¢innost
spole¢nosti v oblasti prodeje a distribuce ve spole¢nosti Philip Morris
Slovakia s.r.0. Svoji kariéru zahdjil ve Philip Morris International v roce
1993 na Slovensku, kde zastaval riizné pozice v oddéleni prodeje

a distribuce. Pan Poto¢ar ma vysokoskolské pedagogické vzdelani.

Pan Potocar je ¢lenem predstavenstva spole&nosti Philip Morris CR a.s.
od 8. listopadu 2010.

Walter Veen, ¢len predstavenstva
Kontaktni adresa: Philip Morris CR a.s., Vitézna 1,
284 03 Kutna Hora

Pan Veen za&al pracovat pro spole&nost Philip Morris CR a.s.

v srpnu roku 2007 na pozici feditel vyroby. Od roku 1989 pracoval
ve spolecnosti Philip Morris Holland v oddéleni vyroby a engineeringu.
V roce 1993 zacal pracovat pro spole¢nost Philip Morris International
ve Svycarsku, odkud byl nasledn& premistén do Egypta, kde pracoval
jako zastupce spole¢nosti Philip Morris International u vyrobce
cigaretovych vyrobk( treti strany. Byl zodpovédny za oddéleni
Engineering. V roce 2001 byl jmenovan do pozice manaZera vyroby.
Nasledné byl jmenovén do pozice manaZera vyroby ve Philip Morris
Philippines Manufacturing. V roce 2004 byl jmenovan do pozice
feditele vyroby ve Philip Morris Korea. Pan Veen ma vysokoSkolské
vzdélani v oboru strojniho inZenyrstvi.

Pan Veen je ¢lenem predstavenstva spole¢nosti Philip Morris CR a.s.
od 1. 9. 2007.

DOZORCI RADA:

Daniel Fahrny, pfedseda dozor¢i rady
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10,
120 00 Praha

Pan Fahrny zacal pracovat pro skupinu Philip Morris v roce 1980.
Pdsobil jako finangni feditel ve Svycarské, némecké a japonské
pobocce spole¢nosti Philip Morris International a v sou¢asné dobé
zastava pozici Vice President EU Finance ve spole¢nosti Philip Morris
International Management SA, se zodpovédnosti za finance regionu
Evropské unie. Absolvoval bakaléfské studium v oboru ekonomie

na University of Neuchatel ve Svycarsku. Pan Fahrny je predsedou
dozor¢i rady spole¢nosti Philip Morris CR a.s. od 25. 8. 2009. Pan
Fahrny byl rovnéz jmenovén ¢lenem dozor¢ich rad pobocek spole¢nosti
Philip Morris ve Svycarsku, v Némecku, ve Spanélsku, v Italii, v Belgii,
v Lucembursku, ve Velké Briténii a ve Skandinavii.
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Andre Dahan, member of the Bgard of Directors
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Prague

Andre Dahan joined Philip Morris CR a.s. in October 2008 as Director
Marketing CZ & SK with the responsibility for the Philip Morris CR a.s.
and Philip Morris Slovakia s.r.o. marketing activities. He began his
career with Philip Morris International in 1999 and has held various
positions in the marketing departments in various markets, most
recently as Director Marketing in Hungary. Before joining Philip Morris
International he worked in Leo Burnett Advertising and Saatchi

& Saatchi Advertising. Mr. Dahan holds an MBA in Finance and
Marketing from Institut d’Etudes Politiques de Paris (IEP).

Mr. Dahan is a member of the Board of Directors of

Philip Morris CR a.s. since April 29, 2009.

Igor Potocar, member of the Bgard of Directors
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Prague

Mr. Poto&ér joined Philip Morris CR a.s. in September 2010 as
Director of Sales and Distribution. Prior to this, he had been the head
of the sales and distribution department in Philip Morris Slovakia
s.r.o. He began his career with Philip Morris International in 1993 in
Slovakia and has held various positions in the sales and distribution
department. Mr. Potocdr holds a university degree in pedagogy.

Mr. Potocar is a member of the Board of Directors of

Philip Morris CR a.s. since November 8, 2010.

Walter Veen, member of the Bogrd of Directors
Contact address: Philip Morris CR a.s., Vitéznéd 1,
284 03 Kutna Hora

Mr. Veen joined Philip Morris CR a.s. in August 2007 as Director of
Operations of Philip Morris CR a.s. In 1989 he started working in
Philip Morris Holland within the production / engineering department.
In 1993 he started working for Philip Morris International and was
seconded to Egypt, where he was initially responsible for engineering in
the third party manufacturing environment. In 2001 he was appointed
as Manager Operations in Egypt. Thereafter he was appointed Manager
Manufacturing for Philip Morris Philippines Manufacturing. In 2004
he was appointed Director Operations of Philip Morris Korea. Mr. Veen
holds a university degree in Mechanical Engineering.

Mr. Veen is a member of Board of Directors of Philip Morris CR a.s.
since September 1, 2007.

SUPERVISORY BOARD:

Daniel Fahrny, Chairman of the Supervisory Board
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Prague

Mr. Fahrny joined Philip Morris in 1980. He worked as Director
Finance in the Swiss, German and Japanese affiliates of Philip Morris
International and currently holds the position of Vice President EU
Finance in Philip Morris International Management S.A., with the
responsibility for finance of the European Union region. He holds

a Bachelor Degree in Economics from the University of Neuchatel,
Switzerland.

Daniel Fahrny is a Chairman of the Supervisory Board of

Philip Morris CR a.s. since August 25, 2009.

His other appointments include: Mr. Fahrny was appointed as

a member of the Supervisory Board of several Philip Morris entities
in Switzerland, Germany, Spain, Italy, Belgium, Luxemburg,
United Kingdom and Scandinavia.



Antonis Koupparis, ¢len dozor(“:l’vrady
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10,
120 00 Praha

Pan Koupparis zaCal pracovat pro skupinu Philip Morris International
v roce 2001 po desetileté praxi v réiznych vy3sich pozicich

v mezinarodnich auditorskych spole¢nostech. V rémci skupiny

Philip Morris International pdsobil na pozici feditele financi v polské

a madarské pobocce spole¢nosti Philip Morris a v sou€asnosti zastava
pozici EU Controller ve spole¢nosti Philip Morris International
Management S.A., kde je zodpovédny za finance regionu Evropské
unie. Je certifikovany Gcetni ve Velké Britanii a ziskal vysokoSkolské
ekonomické vzdélani na univerzité Southampton ve Velké Britanii.

Pan Koupparis je &lenem dozor&i rady spole&nosti Philip Morris CR a.s.
od 28. 4. 2008. Pan Koupparis byl rovnéz jmenovén ¢lenem dozor¢ich
rad v nasledujicich spole¢nostech: Philip Morris Hungary Cigarette
Trading Ltd. a Philip Morris Polska S.A.

Paul Maas, ¢len dozor¢i rady
Kontaktni adresa: Philip Morris CR a.s., Karlovo ndamésti 10,
120 00 Praha

Pan Maas pUsobi v souasné dobé na pozici Director Internal Controls
& Fiscal Compliance ve Philip Morris International. Pan Maas zacal
pracovat pro skupinu Philip Morris International ve Velké Britanii

v roce 1985. Zastéval rizné pozice v internim auditu a rizné finanéni
pozice ve spole¢nostech Philip Morris International, predevsim jako
finanéni feditel v Hong Kongu, Australii a Beneluxu. Do své sou¢asné
pozice byl jmenovan v listopadu 2006. Pan Maas ziskal bakalarské
vzdélani v oboru business administration a mezindrodni management
na European Business School v Londyné.

Pan Maas je &lenem dozoréi rady spoleénosti Philip Morris CR a.s.

od 24. 4. 2007.

Prof. Ing. Jifi Davidek DrSc., ¢len dozor¢i rady
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10,
120 00 Praha

Vysokogkolsky profesor Ustavu chemie a analyzy potravin, Vysoka
Skola chemicko-technologické Praha. Je autor nebo spoluautor

15 knih (9 cizojazy¢nych), vice jak 330 publikaci ve védeckych
¢asopisech a pfiblizné stejného poctu prfednasek doma i v zahranici.
Je ¢lenem Americké spole¢nosti potravinarskych technologl,
redakéni rady ¢asopisu Czech J. of Food Sciences, redakéni rady
¢asopisu Biomedical and Enviromental Sciences, Odborné rady pro
udélovani narodni znacky Klasa. Je také predseda Odborné skupiny
pro potravinaiskou a agrikulturni chemii Ceské spole&nosti chemické
a nérodni delegét v Divizi potravinaiské chemie, Federace Evropskych
Chemickych Spole€nosti (FECS). Béhem poslednich Sest let nebyl
¢lenem predstavenstva ani dozorci rady jakékoliv jiné spole¢nosti.

Petr Bubenicek, zastupce zamésvtnancﬁ v dozor¢i radé
Kontaktni adresa: Philip Morris CR a.s., Vitézna 1,
284 03 Kutna Hora

Pan Bubeni&ek zatal pracovat ve spole¢nosti Philip Morris CR a.s.
jako vedouci smény v zédvodé Kutna Hora v Gnoru roku 1996

po dvouleté praxi s Fizenim u spole€nosti Johnson Controls v Ceské
republice — vyroba umélohmotnych odlitk odlévanim pod tlakem.

V roce 2000 byl jmenovan na pozici vedouci vyroby. Od bfezna 2006
plisobi ve spole&nosti Philip Morris CR a.s. na pozici specialista
bezpecénostnich program(l; zodpovida za oblast bezpeénosti

ve spole&nosti Philip Morris CR a.s., za strategii, standardy, zavadéni
postuptl a za dodrZzovani veskerych pfislusnych zékond, pravnich
predpisll a nafizeni. Pan Bubenicek Uspésné absolvoval stfedni
priimyslovou $kolu, obor chemie.

Pan Bubeni&ek byl zvolen zaméstnanci spole¢nosti Philip Morris CR a.s.
jako jejich zastupce do dozor¢i rady dne 18. 3. 2003.

Antonis Koupparis, member of Ehe Supervisory Board
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Prague

Mr. Koupparis joined Philip Morris in 2001 after 10 years of
experience, holding positions of increasing responsibility with
international accounting firms. He worked as Director Finance in the
Polish affiliate of Philip Morris International and currently holds the
position of EU Controller in Philip Morris International Management
S.A., with the responsibility for the European Union region. He is

a UK Chartered Accountant and holds an Economics degree from the
University of Southampton, UK.

Mr. Koupparis is a member of Supervisory Board of

Philip Morris CR a.s. since April 28, 2008.

His other appointments include: Mr. Koupparis was appointed as

a member of the Supervisory Board of the following companies:
Philip Morris Hungary Cigarette Trading Ltd. and Philip Morris
Polska S.A.

Paul Maas, member of the Supgrvisory Board
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Prague

Mr. Maas is currently Director Internal Controls & Fiscal Compliance
PMI at Philip Morris International Operations Center in Lausanne,
Switzerland. He joined Philip Morris International in the UK in 1985.
Mr. Maas has held several positions in the internal audit and finance
functions at Philip Morris International affiliates, notably as Director
Finance in Hong Kong, Australia and Benelux. He was appointed to his
current role in November 2006. Mr. Maas holds a Bachelors Degree

in Business Administration and International Management from the
European Business School in London.

Mr. Paul Maas is a member of Supervisory Board of Philip Morris CR a.s.
since April 24, 2007.

Prof. Ing. Jifi Davidek DrSc., mgmber of the Supervisory Board
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Prague

Prof. Davidek is a University Professor at the Institute of Chemistry
and Food Analysis. He is the author or co-author of 15 books

(9 foreign-language ones), more than 330 articles published in
scientific magazines, and the author of approximately the same
number of lectures and advice delivered in the Czech Republic

and abroad. He is @ member of the American Association of Food
Technologies, a member of the Editorial Board of the Czech J. of Food
Sciences magazine, a member of the Editorial Board of the Biomedical
and Environmental Sciences magazine, a member of the Professional
Board for Granting of the National Brand “Klasa”. Prof. Davidek is also
the Chairman of the Professional Group for the Food and Agricultural
Chemistry of the Czech Chemical Society, and a national delegate to
the Division of Food Chemistry, the Federation of European Chemical
Societies (FECS). For the period of the past six years he has not been
appointed as a member of board of directors or supervisory board of
any other company.

Petr Bubenicek, employees’ repfesentative in the Supervisory Board
Contact address: Philip Morris CR a.s., Vitézna 1,
284 01 Kutné Hora

Mr. Bubeni¢ek joined Philip Morris CR a.s. as a Shift Leader in Kutna
Hora factory in February 1996 with 2 years of supervisory experience
in the plastics die-casting industry gained at Johnson Controls in Czech
Republic. In 2000 he was appointed to the position of the Secondary
Production Supervisor. Since March 2006 he is Safety Management
Programs Specialist with responsibility for the safety policy, standards,
procedures implementation and for the factory compliance with all
applicable laws, codes and regulations. Mr. Bubeni¢ek completed

A level in the Secondary Technical School of Chemistry.

Mr. Bubeni¢ek was elected by Philip Morris CR a.s. employees as their
representative in the Supervisory Board on March 18, 2003.
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Jolana Peterkova, zastupkyné za[néstnancﬂ v dozorci radé
Kontaktni adresa: Philip Morris CR a.s., Karlovo néamésti 10,
120 00 Praha

Pani Peterkova v sougasnosti zastavé pozici Skolitel prodeje

a distribuce. Do spole¢nosti Philip Morris CR a.s. nastoupila

v roce 1998 a zacala pracovat v oddéleni lidskych zdrojd na pozici
Management & Organization Development Specialist, kde se vénovala
oblastem Skolenf a rozvoje zaméstnanc(i. Od dubna 2003 pracovala

na pozici Human Resources Executive, kde byla zodpovédna za nébor
zaméstnanc(. V dubnu 2006 presla do oddéleni prodeje a distribuce
na pozici Skolitel prodeje a distribuce a v rémci svého rozvoje zastévala
po dobu ptl roku pozici Supervisor Sales & Merchandising. Absolvovala
pétileté studium na Pedagogické fakulté University Karlovy.

Pani Peterkové byla zvolena zaméstnanci spole¢nosti Philip Morris CR a.s.
jako jejich zastupkyné do dozor¢i rady dne 24. 4. 2007.

VYBOR PRO AUDIT:

Daniel Fahrny, pfedseda vyboru pro audit
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10,
120 00 Praha

Pan Fahrny zacal pracovat pro skupinu Philip Morris v roce 1980.
Pdsobil jako finangni feditel ve Svycarské, némecké a japonské
pobocce spole¢nosti Philip Morris International a v sou¢asné dobé
zastava pozici Vice President EU Finance ve Philip Morris International
Management SA, se zodpovédnosti za finance regionu Evropské unie.
Absolvoval bakalafské studium v oboru ekonomie na University of
Neuchatel ve Svycarsku. Pan Fahrny je pfedsedou vyboru pro audit
spole&nosti Philip Morris CR a.s. od 30. 4. 2010.

Antonis Koupparis, ¢len vyboru pro audit
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10,
120 00 Praha

Pan Koupparis zacal pracovat pro skupinu Philip Morris International
v roce 2001 po desetileté praxi v réiznych vyssich pozicich

v mezinarodnich auditorskych spole¢nostech. V ramci skupiny

Philip Morris International plsobil na pozici feditele financi v polské
a madarské pobocce spole¢nosti Philip Morris a v sou¢asnosti zastava
pozici EU Controller ve spole¢nosti Philip Morris International
Management S.A., kde je zodpovédny za finance regionu Evropské
unie. Je certifikovany Gcetni ve Velké Britanii a ziskal vysoko3kolské
ekonomické vzdélani na univerzité Southampton ve Velké Britanii.
Pan Koupparis je ¢lenem vyboru pro audit spole¢nosti

Philip Morris CR a.s. od 30. 4. 2010.

Johannis van Capelleveen, ¢len vyboru pro audit
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10,
120 00 Praha

Pan van Capelleveen ziskal ekonomické vzdélani se zamérenim

na Ucetnictvi a audit na Univerzité v Amsterdamu a obdrzel titul LL.M.
na Univerzité v Londyné. Je ¢lenem nékolika profesnich organizaci
véetné Kralovského nizozemského institutu auditorl a Komory
dafovych poradcii Ceské republiky. V letech 1984 — 1993 pisobil jako
asistent - auditor ve spole¢nosti Ernst & Young v Nizozemi a v Praze.
Nésledné pracoval jako samostatny poradce v oboru ucetnictvi

a v letech 1996 — 1997 pracoval jako auditor spole¢nosti Hermann
Hemmelrath & Partner v Praze. Od roku 1997 do roku 2009 pUsobil
na rlznych pozicich v dafiovém oddéleni spole¢nosti Coopers &
Lybrand/PricewaterhouseCoopers v Praze. V roce 2009 zacal puisobit
jako danovy poradce ve spole¢nosti PRK ECOVIS Praha, jehoZ darnové
oddéleni se nasledné sloucilo s dafiovym oddélenim spole¢nosti BDO.
0Od zafi 2010 pracuje pan Van Capelleveen jako nezavisly darfovy
poradce.

Pan van Capelleveen je ¢lenem vyboru pro audit spole¢nosti

Philip Morris CR a.s. od 30. 4. 2010.
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Jolana Peterkova, employees’ rgpresentative in the Supervisory Board
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Praha

Mrs. Peterkova currently works in the position of Sales & Distribution
Trainer. She joined Philip Morris CR a.s. in 1998. She started working in
Human Resources department in the position Management & Organization
Development Specialist responsible for the training and development
of employees. Since April 2003 she worked in the position Human
Resources Executive responsible for recruitment of employees. As of
April 2006 she moved to the sales and distribution department as
Sales & Distribution Trainer and as a part of her development program
she worked in the position of Supervisor Sales & Merchandising. She
holds a university degree from the Faculty of Education at Charles
University in Prague.

Mrs. Peterkova was elected by Philip Morris CR a.s. employees as their
representative in the Supervisory Board on April 24, 2007.

AUDIT COMMITTEE:

Daniel Fahrny, Chairman of the Audit Committee
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Praha

Mr. Fahrny joined Philip Morris in 1980. He worked as Director
Finance in the Swiss, German and Japanese affiliates of Philip Morris
International and currently holds the position of Vice President EU
Finance in Philip Morris International Management S.A., with the
responsibility for finance of the European Union region. He holds

a Bachelor Degree in Economics from the University of Neuchatel,
Switzerland.

Daniel Fahrny is a Chairman of the Audit Committee of

Philip Morris CR a.s. since April 30, 2010.

Antonis Koupparis, member of the Audit Committee
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Praha

Mr. Koupparis joined Philip Morris in 2001 after 10 years

of experience, holding positions of increasing responsibility

with international accounting firms. He worked as Director

Finance in the Polish affiliate of Philip Morris International and
currently holds the position of EU Controller in Philip Morris
International Management S.A., with the responsibility for the
European Union region. He is a UK Chartered Accountant and holds
an Economics degree from the University of Southampton, UK.

Mr. Antonis Koupparis is a member of the Audit Committee of
Philip Morris CR a.s. since April 30, 2010.

Johannis van Capelleveen, memvber of the Audit Committee
Contact address: Philip Morris CR a.s., Karlovo nam. 10,
120 00 Praha

Mr. van Capelleveen studied economics with focus on accounting and
auditing at the University of Amsterdam and was also awarded an
LL.M. degree by the University of London. He is a member of several
professional organizations, including the Royal Dutch Institute of
Chartered Accountants and the Chamber of Tax Advisors of the Czech
Republic. From 1984 to 1993 he worked as an assistant-auditor for
Ernst & Young in the Netherlands and in Prague. He then worked as
an independent accounting consultant and in the years 1996 — 1997
as an auditor with Hermann Hemmelrath & Partner in Prague. From
1997 until 2009 he held various positions in the tax department of
Coopers & Lybrand/PricewaterhouseCoopers in Prague. Since 2009 he
worked as a tax adviser at PRK ECOVIS Prague, which tax department
later merged with the tax department of BDO. Mr. van Capelleveen
commenced business as an independent tax adviser since

September 2010.

Mr. van Capelleveen is a member of the Audit Committee of

Philip Morris CR a.s. since April 30, 2010.
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