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About us

We are Philip Morris CR a.s., an affiliate of Philip Morris
International Inc. (PMI), which spearhead the
transformation of the nicotine industry by providing adults
who would otherwise continue to smoke or use other
nicotine products with innovative smoke-free alternatives
that reduce or have the potential to reduce risk compared
to traditional cigarette consumption.

Since 2017, we have been offering our adult consumers a
wide portfolio of innovative smoke-free products, which
we are constantly expanding. In the Czech Republic and
Slovakia, we' distribute the heated-tobacco solutions,
IQOS ILUMA | with TEREA, LEVIA and DELIA consumables
and KT&G-licensed /il SOLID with Fiit consumables. At the
same time, we distribute electronic cigarettes VEEV ONE,
VEEV inPRIME and VEEV NOW ULTRA, nicotine pouches
ZYN and THUNDER and provide a variety of related
accessories and services to adult nicotine users. We are
also providing adult smokers with popular international
and local brands such Marlboro, L&M, Petra, Sparta and
RGD.

Philip Morris CR a.s. is listed on the Prague Stock
Exchange (Burza cennych papirl Praha) and holds a 99%
interest in Philip Morris Slovakia s.r.o., registered in the
Slovak Republic.

" In this report, unless otherwise indicated, “we,” “us,” “our,” and “ours” refer to Philip Morris CR a.s.

Philip Morris CR a.s. runs the production plant in Kutné
Hora, which has a tradition of more than two hundred
years of tobacco processing. Today, the plant is one of
PMI's most modern, efficient, and environmentally friendly
operations globally, advancing its smoke-free future
through the launch of ZYN nicotine pouches production.

In the Czech Republic and Slovakia, we employ more than
1,300 employees, who make a significant contribution to
the company's development and transformation. For this
reason, we continuously strive to further improve our
inclusive and high-standard work environment. We aim to
offer the best possible conditions, so that every employee
can fully meet their potential. The EQUAL-SALARY
certification in both countries validates our high
performance in this area.

Being part of a global leading nicotine company, we keep
focus on sustainability in any part of our business. We are
mindful of and committed to our responsibility towards
communities and environments in which we operate. We
work hard to address sustainability issues that are material
to us. At the same time, we have been contributing
significantly to charitable projects across a wide range of
organizations and specializations, including programs
aimed at improving living conditions in communities.
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Our portfolio

In the Czech Republic and Slovakia, we continued to strengthen the strategic growth of our smoke free portfolio, led by IQOS ILUMA and
its compatible consumables. We expanded the availability of /il SOLID and further reinforced our position in the vaping category, where
VEEV ONE, VEEV InPrime and VEEV NOW ULTRA maintained strong momentum.

In 2025, we expanded our smoke-free portfolio by introducing ZYN nicotine pouches in both the Czech Republic and Slovakia, further
reinforcing the company’s multicategory approach and strengthening our presence across all key smoke-free product segments. Our
cigarette portfolio also saw several targeted innovations and structural optimizations to better meet the needs of adult smokers.

Heated tobacco devices

IQOS ILUMA

IQOS ILUMA is a key product in our smoke-free portfolio. Like previous generations of /IQOS devices, it does not burn tobacco and
therefore produces no smoke. Thanks to the Smartcore Induction System technology, the device creates an aerosol that contains 95%
fewer harmful chemicals compared to cigarettes?. At the core of this technology is an innovative metal heating element coated with
stainless steel, inserted into the center of the tobacco stick for optimal heating. The result is easier draw, a high amount of aerosol, and a
taste that remains consistent throughout use. Unlike previous generations, IQOS ILUMA has no heating blade, eliminating the risk of blade
breakage and removing the need for device cleaning.

The newest device currently on the market is the IQOS ILUMA i. This premium device introduces new features and offers several
advantages over its predecessor, such as a touch display, a pause mode, and a battery optimization function in eco mode, which can
extend the overall battery life by up to one year.

All /IQOS ILUMA i devices are compatible with TEREA tobacco sticks, which offer a wide range of classic and lighter tobacco flavors, and
with DELIA sticks, also available in classic and lighter tobacco flavors. In addition, the devices are compatible with LEVIA nicotine sticks
without tobacco, which provide users with refreshing menthol and fruity flavors.

lil SOLID

In addition to distributing its own range of /QOS products, PMI collaborates with the South Korean company KT&G and offers a
tobacco-heating device called /il SOLID EZ in selected markets, including the Czech Republic. This device uses a heating-pin technology
that heats the tobacco from the inside. The technology used in /il SOLID EZ is the result of thorough scientific research, enabling adult
users to enjoy a smoke-free tobacco experience with significantly lower levels of harmful chemicals compared to cigarettes?.

lil SOLID EZ represents another step toward building a smoke-free future and is designed primarily for adult smokers and nicotine users
who are looking for a simple and affordable device.

Vaping

In the closed-system e-cigarette segment, we offer the premium VEEV ONE device, which is affordable, easy to use, and delivers an
exceptional vaping experience. The pods are available in a wide range of flavors. VEEV ONE is the market leader in the closed-system
category in both the Czech Republic and Slovakia.

Last year, we also introduced the VEEV inPrime device. This variant features the new AdvanceVape Induction System™, designed to fully
enhance the richness and intensity of every flavor. It also offers long-lasting performance, providing up to 1,400 puffs per pod.

In the disposable e-cigarette category, we offer the VEEV NOW UL TRA device, which features a button-free design and activates
automatically with a simple puff, making it ready to use at any time. The device requires no maintenance—no cleaning, charging, or refilling
of e-liquid.

2 Important information: This does not necessarily equal a 95% reduction in risk. IQOS ILUMA is not risk-free “95% less” represents the average reduction in levels of the 9 chemicals
recommended for reduction in cigarette smoke by the World Health Organization, which do not include nicotine. See Important Information on www.igos.com. This does not necessarily
equal a 95% reduction in risk. IQOS ILUMA is not risk-free.

3 Important information: Lil Solid EZ is not risk-free. Reductions in levels of the 9 chemicals recommended for reduction in cigarette smoke by the World Health Organization, which do not
include nicotine. See Important Information on www.igos.com.


http://www.iqos.com/
http://www.iqos.com/
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Nicotine Pouches

ZYN nicotine pouches are available in various formats based on pouch size, nicotine strength, and preferred flavor. The pouches do not
contain tobacco; they contain only pharmaceutical-grade nicotine derived from tobacco, along with a blend of food-grade approved
ingredients and flavorings. When using ZYN, 99% fewer harmful chemicals are released compared to cigarettes?.

Like the other products in our smoke-free portfolio, ZYN nicotine pouches are intended exclusively for adult users who would otherwise
continue smoking cigarettes or using other nicotine products.

We continue to focus on the systematic commercialization of this new product category across individual sales channels, with the aim of
ensuring broad consumer availability and further strengthening our market position. In Slovakia, we distribute also nicotine pouches
THUNDER.

Cigarettes

We continue to provide support for our cigarette portfolio. Last year, we introduced a new design for the entire L&M family, accompanied
by a global campaign aimed at strengthening the brand’s emotional perception. This support also included a price adjustment for two
super-slim variants, enabling us to better respond to the price sensitivity of the adult female consumer segment.

The year 2025 was an important milestone for the PETRA brand, which celebrated its 40th anniversary on the market. We marked this
occasion by launching a limited edition that received very positive feedback from both smokers and retailers.

As part of optimizing our cigarette portfolio, two long-cigarette variants of Chesterfield were migrated into the Marlboro Crafted line. At the
same time, the Marlboro Crafted brand was introduced in a new design.

4 Important information: This does not necessarily equal a 99% reduction in risk. ZYN is not risk-free."99% less" represents the average reduction in levels of 9 harmful chemicals the
World Health Organization recommends reducing in cigarette smoke, which do not include nicotine. Assessment of the smoke from a standard reference cigarette and substances
released from a ZYN pouch. See Important Information on ZYN.com


https://www.zyn.com/cz/cs/home.html
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Innovation and development of less harmful alternatives

Since smoking prevalence remains largely unchanged in the long term, there is a need to offer new effective solutions that can help deliver
more ambitious public health goals. PMI therefore directs its efforts towards developing less harmful alternatives to cigarettes.

PMI have publicly declared that its goal is to help support all current adult smokers who would otherwise continue to smoke, to switch to
smoke-free products. PMI announced its updated ambition for more than two-thirds of PMI total world-wide net revenues coming from
smoke-free products by 2030.

Tobacco Harm Reduction

It has been scientifically substantiated that the primary cause of smoking related diseases is not nicotine, but the inhalation of harmful and
potentially harmful constituents (HPHC)® created as a result of the combustion process. The harm reduction concept is, thus, based on the
elimination of the process.

For any smoke-free alternative to be successful in reducing harm compared with continued smoking, it must fulfil two criteria: it must be
scientifically substantiated as significantly less harmful than cigarettes; and it should be satisfying for current adult smokers so that they
completely switch.

This is the goal that PMI is actively working to achieve, and it underlines the motivation behind initiating its independent journey towards a
smoke-free future. Smoking prevention, as well as a quality addiction system, must continue to play a primary role in the protection of
public health. However, PMl is convinced that science-based, innovative smoke-free products can also make a significant contribution to
permanently reducing the harm and risks associated with smoking cigarettes. The overall goal, therefore, is to develop smoke-free
alternatives that present significantly less risk of harm than continued smoking, that are acceptable to current adult smokers who would
otherwise continue to smoke cigarettes, and which are generally not attractive to youth, non-smokers, or former smokers.

Extensive Scientific Research

Since 2008 PMI has invested over USD 16 billion® into the development, the scientific research and the capacity building of smoke-free
products portfolio based on heating of tobacco or liquid. To this end, PMI employs nearly 1,500 world-class engineers and experts that
drive forward our research, including laboratory and clinical trials.

Robust and transparent scientific research is the cornerstone of the development and assessment of our smoke-free products. PMI
extensive Research and assessment program draws from the universally recognized methods used by the pharmaceutical industry and
follows the instructions of the US Food and Drug Administration (FDA) for Modified Risk Tobacco Products (MRTP).

PMI clinical trials show both the potential of our smoke-free products to reduce exposure to harmful and potentially harmful constituents as
well as to reduce risk of smoking related diseases. The assessment program includes post-market consumer perception and behaviour
studies conducted to verify whether consumers correctly understood the product communication and determine how they will use PMI
products in real life.

Combustion, Heating and Nicotine

Nicotine containing products are addictive and not risk-free. However, a long-term expert consensus has determined that nicotine is not
the main cause of smoking related diseases. The majority of harmful effects of smoking are caused by chemical constituents formed as part
of the tobacco combustion process.

The combustion process generates cigarette smoke that incorporates flavours from the tobacco blend, along with nicotine naturally
present in tobacco leaves. When combusted, the temperature of the tip of a cigarette can reach up to 800 degrees Celsius. Such high
temperatures lead to the creation of more than 6 thousand different chemical constituents”® many of which are harmful or potentially
harmful. These harmful and potentially harmful constituents are classified according to comprehensive lists created by international
organizations and public institutions in the area of public health. These include the U.S. Food and Drug Administration, Health Canada or
World Health Organization. Around 100 of these chemicals are considered to be a cause or a probable cause of smoking related diseases
such as lung cancer, cardiovascular diseases, or chronic obstructive pulmonary disease.

Through years of research and development, PMI has therefore developed a new class of innovative products that do not rely on the
principle of burning, and therefore do not produce smoke. Instead, PMI has found several ways to produce a flavorful nicotine-containing
vapor that a consumer can inhale, but that has significantly lower levels of harmful chemicals than cigarettes®. PMI conducts a very precise
temperature monitoring in its heated tobacco products. This is to ensure that the tobacco temperature does not reach a level of burning.

S Harmful and Potentially Harmful Constituents

6 As of December 31,2025, source: https.//www.pmi.com

7 How Tobacco Smoke Causes Disease: The Biology and Behavioural Basis for Smoking-Attributable Disease: A Report of the Surgeon General. https://www.pmiscience.com

8 The Chemical Components of Tobacco and Tobacco Smoke, Second Edition. https://www.pmiscience.com.

9 Smoke-free products are better alternative to smoking, the best way to avoid the harms of smoking is to quit, or never to start. Some people, including pregnant women, nursing
mothers, and people with existing conditions such as heart disease, high blood pressure, or diabetes should not use nicotine-containing products. Minors should not have access to or
use tobacco- or nicotine-containing products.



https://www.pmiscience.com/cs/ our-products/combustion#be439e85-2f88-696a-9e88-ff000043f5e9.
https://www.pmiscience.com/cs/our-products/combustion#d07d9f85-2f88-696a-9e88- FF000043F5E9
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Preventing combustion then reduces or eliminates the formation of harmful or potentially harmful constituents. Heating the tobacco is still
necessary for it to release aroma and nicotine. The elimination of the combustion process and a subsequent significant reduction of
harmful or potentially harmful constituents is the cornerstone of the development of smoke-free products. PMI's goal is not only to reduce
or eliminate harmful or potentially harmful constituents, but to also offer a taste ritual and nicotine level comparable to cigarettes. This is to
enable adult smokers who would otherwise continue to smoke to completely switch from cigarettes to smoke-free products.

Our electronically heated product /QOS is the most advanced of PMI's reduced risk products, where tobacco contained in a stick and
inserted into the device is heated to around 300 — 320 degrees, and no combustion process takes place in the heated tobacco product.
IQOS is therefore a better choice than cigarettes for those adult smokers that would otherwise continue to smoke cigarettes. Switching
completely to IQOS represents less risk to health of adult smokers than continuing to smoke. IQOS emits an aerosol that contains 95% less
harmful chemicals compared s to cigarettes'.

Another segment within the array of smoke-free alternatives includes tobacco-free products containing liquid nicotine extracted from
tobacco leaves. These products are recognized as e-cigarettes and are available under the VEEV brand. A nicotine-containing e-liquid is
heated to generate an aerosol.

Thanks to breakthrough technology, they are a better alternative for adult smokers than continued smoking. It is crucial to emphasize that
products containing tobacco and/or nicotine are not risk-free. They contain nicotine, which is addictive. Minors, pregnant women, nursing
mothers, and people with existing conditions such as heart disease, high blood pressure, diabetes, or epilepsy should not use nicotine-
containing products. In particular, it is important that products containing tobacco or nicotine are not available to minors.

Key Scientific Findings

PMI has conducted, as part of its scientific assessment program, a range of clinical trials related to Platform 1 (/QOS). The most significant
study to date is the six months Exposure Response Study (ERS) complemented by six months extension study that compared exposure
response of adult individual following a switch from cigarettes to /QOS. The results of the first six months of clinical testing proved that
participants — adult users of the IQOS product — are exposed to significantly less chemicals than adult cigarette smokers and all eight major
Clinical Risk Endpoints (CREs) associated with smoking-related diseases improved favorably and in the same direction as those of smokers
who quit.

These clinical endpoints concern, amongst others, lipid metabolism, acute effect on cardiovascular system, inflammation, endothelial
dysfunction, oxidative stress, and respiratory tract damage. The majority, specifically five out of eight of these endpoints, showed a
statistically significant difference between /IQOS adult users and those who continued to smoke cigarettes. Furthermore, the results after
twelve months confirmed that the alterations in all eight monitored biomarkers of potential risk, observed during the transition to heated
tobacco, are entirely comparable to the data achieved when quitting smoking. You can find more information about /QOS and PMI’s
scientific research at www.pmi.com and www.pmiscience.com.

Decision of the U.S. Food and Drug Administration (FDA) to Grant Modified Risk Tobacco Product Status

On July 7, 2020, the U.S. Food and Drug Administration (FDA) authorized the Modified Risk Tobacco Product (MRTP) status with the
“reduced exposure order” for IQOS and three HeatSticks" variants. The granting of the MRTP status is a result of an assessment of a wide
range of detailed scientific evidence submitted to the FDA by PMI in December 2016". The decision concerns exclusively PMI's business
activities in the United States. So far, it is only the second tobacco product and the first in the category of heated tobacco products, eligible
to use this status. In April 2026, the FDA announced that it has authorized the renewal of this decision. The FDA justified the MRTP
authorization for IQOS as being suitable for the support of public health goals and is expected to benefit the health of population as a
whole. Furthermore, it was confirmed that data submitted by the company shows that marketing these particular products with the
authorized information could help addicted adult smokers’ transition away from combusted cigarettes and reduce their exposure to harmful
chemicals, but only if they completely switch. The FDA decision finds that PMI has demonstrated that the IQOS system heats and does not
burn tobacco, thereby significantly reducing the production of harmful and potentially harmful constituents compared to cigarette smoke.
FDA further confirms that PMI's scientific studies have shown that a complete switch from conventional cigarettes to the /IQOS product
significantly reduces human exposure to harmful and potentially harmful constituents. Thus, according to the FDA, the completeness of the
scientific evidence presented indicates that it is very likely that later studies will establish measurable and substantial reductions in
morbidity and mortality among individual tobacco users.

On January 17, 2025, the FDA authorized the marketing of ZYN nicotine pouches, namely 20 variants currently sold in US markets. The
FDA completed a comprehensive, multi-year review of all available data and was satisfied that authorizing ZYN was appropriate to promote
public health and amongst other things would enable marketing of an acceptable, better option for adult smokers to switch to.

19 important information: This does not necessarily mean a 95% reduction in risk. IQOS ILUMA is not risk-free. “95% less” represents the average reduction in levels of 9 chemicals that the
World Health Organization recommends reducing in cigarette smoke and that do not include nicotine. See Important Information at www.igos.com. This does not necessarily equate to a
95% reduction in risk. IQOS ILUMA is not risk-free.

" Marlboro HeatSticks, Marlboro Smooth Menthol HeatSticks and Marlboro Fresh Menthol HeatSticks.

2 https://www.fda.gov/tobacco-products/advertising-and-promotion/modified-risk-orders


www.iqos.com

Company Profile and Important Events in 2025

Overview of selected events in 2025

January

As part of the fiscal consolidation measures entering into force on January 1, 2025, Slovakia increased its standard VAT rate from 20%
to 23%. Effective from January 1, 2025, large corporations in Slovakia with annual taxable income exceeding EUR 5 million are subject
to a 24% corporate income tax rate.

The sale of ZYN nicotine pouches was successfully launched on the Czech market. At the same time, PMI specified the investment into
the Kutnd Hora manufacturing facility to launch and scale up the production of ZYN nicotine pouches, further steering this long-standing
site toward a smoke-free future.

Introduction of a refreshed L&M design, supported by a global campaign, was accompanied by a price adjustment of two super-slim
variants to better address the price sensitivity of adult female consumers in Czech Republic and Slovakia.

The beginning of the year also saw a portfolio optimization of traditional cigarettes. In the Czech Republic, we delisted variants with
long-term declining demand — Start bez filtru and two RGD variants.

Expansion of the VEEV portfolio through the introduction of Starter Kits strengthened the entry-level proposition and supported the
acquisition of new adult users.

As of January, a ban on characterizing flavors in heated tobacco sticks came into effect in Slovakia.

February

Czech Republic introduced excise taxes, effective February 1, 2025, on all heated products without tobacco or containing only partial
tobacco, as well as on chewing tobacco, snus, electronic cigarettes, and nicotine pouches.

Following its successful introduction on the Czech market in 2024, LEVIA Glacial Beat consumables or /IQOS ILUMA was subsequently
introduced in Slovakia.

March

To mark the 40th anniversary of the PETRA brand, we launched a limited-edition series celebrating its rich heritage.

April

IQOS ILUMA i and IQOS ILUMA i ONE devices were launched, along with new accessories, in both the Czech and Slovak markets. The
updated version offers greater flexibility through features like Pause Mode and FlexPuff, new color options, and a personalized
experience. IQOS ILUMA i ONE also includes the Autostart function, which automatically begins heating upon correct insertion of the
stick, eliminating the need to press a button.

In Slovakia, we expanded our portfolio with the new L&M Loft S Line product in the super slim segment, offering adult smokers who
prefer a strong brand an attractive price to value ratio.

A new partnership between the National Museum and Philip Morris CR a.s. was launched through a joint memorandum and donation
agreement. This partnership will fund a new grant program supporting research, cultural heritage preservation, and science
popularization. Over the next four years, we will contribute CZK 10 million to the initiative.

Philip Morris CR a.s. published its 2024 Annual Financial Report, which for the first time included a Sustainability Statement in
accordance with the CSRD EU Directive. The report provides a comprehensive overview of the company’s financial and economic
performance, as well as progress in environmental impact, social responsibility, and corporate governance.

May

We introduced the new Mariboro Crafted design along with an enhanced filter construction for the Red variant, delivering a longer-
lasting taste experience. The initiative was connected to a global campaign encouraging adult smokers to pursue their dreams.

A special limited-edition VEEV One device, ‘Different Perspectives’, was introduced across both the Czech Republic and Slovakia. The
edition was released in two exclusive colors as a targeted engagement initiative for existing VEEV One adult users, highlighting the
brand’s leadership in scientific innovation within the vaping category.

On May 30, the Annual General Meeting of Philip Morris CR a.s. shareholders was held. Among other resolutions, a gross dividend of
CZK 1,220 per share was approved.

Cesky Krumlov has become the third city in the Czech Repubilic to join the Smoke-Free City initiative and to sign a Memorandum of
Cooperation with project partner Philip Morris CR a.s. Following Karlovy Vary and SpindlerCiv Mlyn, the city is taking another step toward
promoting healthier lifestyles, improving the quality of public spaces, and fostering open dialogue about smoking cessation.

10
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June

— After debuting on the Czech market in May, TEREA Silver was introduced in Slovakia. This new variant is designed for adult users who
prefer a milder, smoother tobacco taste.

— We introduced a new line of DELIA tobacco sticks in the Czech Republic, paying tribute to tobacco classics with four different flavour
profiles.

— Atthe end of June, we completed the delisting of HEETS heat-not-burn consumables from the Czech market. HEETS, our first-
generation heat-not-burn consumable brand, played a pivotal role in our smoke-free transformation, serving as a foundational product
that enabled hundreds of thousands of adult smokers to begin their transition away from cigarettes.

July

— VEEV inPrime was launched on a Czech market as a premium closed pod system. The product features the AdvancedVape Induction
System™, delivering up to 1,400 puffs per pod, enhanced flavor consistency, and a responsive draw. The launch represented a step-up
offering within the portfolio, addressing demand for more advanced technology and an elevated user experience.

September

— PMI announced a major expansion of its investment plan for the Kutnd Hora manufacturing facility. The previously communicated USD
40 million investment to launch ZYN nicotine pouch production will be doubled, enabling further scale-up of this smoke-free category
and the creation of up to 150 new jobs.

— In Slovakia, we expanded our portfolio with the launch of LEVIA Summer Pearl and LEVIA Forest Pearl—tobacco-free, flavoured herbal
sticks designed to provide adult users with a light, refreshing, summer-inspired taste experience.

— We also added a new product to our portfolio on the Czech market, bringing together the appeal of the narrower cigarette segment
and the value of larger pack sizes. We launched two L&M LOFT 38 variants, expanding the successful L&M LOFT line. The introduction
was supported by strong commercial activation and a campaign aligned with the global L&M Here & Now concept.

— The Kutnd Hora manufacturing facility successfully completed an AWS Standard certification surveillance audit, confirming that all
obligations under the AWS Standard continue to be fulfilled and that the site is consistently strengthening its water stewardship
practices.

October

— On the Slovak market, we introduced LEVIA Green, a tobacco free, nicotine containing herbal stick. The variant delivers a crisp
peppermint and cooling menthol taste complemented by smooth, creamy undertones, offering adult users a clean and refreshing
sensory experience to its adult users.

— The City of Kutné Hora joined the Smoke-Free City initiative by signing a Memorandum of Cooperation with project partner Philip Morris
CRas.

December

— HEETS heat-not-burn consumables were delisted from the Slovak market to align with a shift of adult users to /IQOS ILUMA devices and
TEREA, DELIA or LEVIA heat-not-burn consumables.

— We enhanced our cigarette portfolio on the Czech market by integrating two long-cigarette Chesterfield variants into the
well-established Marlboro Crafted line. This move enabled us to offer adult Chesterfield smokers a premium Marlboro tobacco
experience and, for a limited period, a special 21-stick pack.

— The cooperation with company Mirage as the exclusive distributor of ZYN and Thunder in Slovakia has been concluded, with all
subsequent activities transitioned to Philip Morris Slovakia s.r.o.

— Philip Morris CR a.s. was once again awarded the prestigious TOP Responsible Large Company 2025 award for its sustainability efforts.
It is now among the TOP 30 large companies in the Czech Republic that can use this designation. The award is given to companies that
are evaluated by an expert jury of Business for Society in the areas of strategy and management, responsible human resources
management, supply chain and environment.

n
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Transformation of Kutna Hora
Manufacturing Plant

The manufacturing facility in Kutnd Hora, which has been associated with
tobacco processing since 1812, ranks among the most efficient cigarette and
tobacco product factories operated by PMI worldwide over the long term.

In 2025, the plant produced 35.9 billion units of cigarettes and cigarette
equivalents.

As PMI accelerates its widely communicated transformation from the production
and sale of traditional cigarettes towards smoke-free alternatives, questions
have arisen regarding the future role of the Kutné Hora facility. These questions
were first addressed in June 2023, when PMI's management announced

an initial investment of CZK 1 billion (USD 40 million) to prepare the site for the
production of smoke-free products, thereby confirming the strategic importance
of this long-established facility within the company’s future direction.

This investment was further specified in early 2025. At a press conference held
on January 23 in Prague, PMI representatives introduced detailed plans,
comprising the construction of infrastructure for the production of ZYN nicotine
pouches alongside the development of advanced laboratories designed to
meet high quality and safety standards.

At the same time, it was announced that the initially planned total investment in
the site’s expansion and modernization would increase to approximately

USD 80 million in subsequent phases. These investments are intended to
enable a significant increase in manufacturing capacity for ZYN nicotine
pouches following the successful startup of production. Nicotine pouch
production will operate in parallel with the continued manufacturing of tobacco
products. In connection with the expansion, approximately 150 new jobs will be
created.

A cornerstone of this transformation is the installation of three state-of-the-art,
end-to-end production lines that manage the entire process, from filling cans
with externally sourced nicotine powder to delivering fully packaged and
palletized finished products. Each line represents an investment of
approximately USD 12 million.

Two production lines dedicated to dry nicotine pouch products were installed
between late 2025 and early 2026. Commercial production is planned to start in
the first half of 2026, once all necessary requirements, including positive
microbiological results and the completion of required technical training for
employees, are fulfilled. A third line will be installed starting in middle of 2026,
with production expected to begin later this year.

Philip Morris International and Philip Morris CR a.s. representatives do not
anticipate any negative impact on profitability resulting from the manufacturing
process. According to their previous statements, it can be expected that,
depending on future demand for nicotine pouches, the Kutn Hora facility could
become a European manufacturing hub for this category of smoke-free
products. This ongoing transformation is designed to ensure the long-term
sustainability of both production and employment in the region.
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Social Contributions

In the area of social responsibility, we have been involved in supporting charitable projects across a wide range of organizations and focus
areas since the very beginning of our operations. Education, caregiver support, opportunities for quality of life, and environmental issues
are the four main areas to which our support in the Czech Republic and Slovakia is directed. In addition, we have a special program aimed
at mitigating the consequences of disasters or helping to prevent them. Many projects overlap multiple areas, meaning that one project
may contain elements of several supported directions.

A transparent way of selecting projects for support

When allocating financial resources for charitable purposes, we always proceed in accordance with the PMI rules, which define PMI global
charitable program. PMI rules, for example, require us to provide financial support exclusively to projects carried out by non-profit
organizations, not individuals. Last year, we continued supporting long-term partner non-profit organizations, but we also chose to support
several organizations with which we had no prior experience in this area.

Each year, we receive dozens of applications for project support. Organizations contact us on an ongoing basis.

Every submitted application is first reviewed by employees of the External Affairs department, who assess whether it complies with internal
rules. In the second phase, we communicate the project details that meet the internal criteria and perform due diligence of the non-profit
organization. The organization’s history, annual reports, financial statements, and the trustworthiness of individuals in management are all
verified. If due diligence is favorable, the organization may prepare and submit its project support request in English using the dedicated
form. This is followed by the approval process at the national level. If the request is successfully approved, a donation contract is signed
with the non-profit organization, after which it may draw the allocated funds.

The implementation of the project is monitored by Philip Morris CRa.s. and Philip Morris Slovakia s.r.o., and if deviations from the original
project occur, the organization must report and justify them in advance and obtain approval from the donor. During and at the end of the
project, the organization must submit interim and final reports, as well as provide all accounting documents related to the use of the
donation.

Project support application process

Non-profit organizations may submit their applications for project support throughout the year. After applications are collected, due
diligence and the evaluation process follow. Results are typically available within 4 to 6 months, after which the donation contract is signed
and funds are disbursed. Only costs incurred after the project's verifiable approval may be recognized. Most projects last twelve months
and therefore span two calendar years.

We strive to ensure that the supported projects have a clear, meaningful purpose and a long-term positive impact that aligns with our
company’s values. As part of its charitable program, we do not support sports, political, or religious activities.

However, financial or material support for non-profit sector projects is only one way we can help organizations. It is not uncommon for us to
also provide donations outside the Social Contributions program, intended for general organizational operations or for organizing specific
social, educational, or cultural events.

Supported areas in the Czech Republic in 2025

— Support for environmental projects
— Caregiver support

— Opportunities for quality of life

— Support for educational projects

— Disaster relief

— PMI volunteering program
Supported areas in Slovakia in 2025

— Opportunities for quality of life

— Support for educational projects
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Consolidated financial results

Key Financial Results (in CZK million)

Period ended December 31 2025 2024 Change in %
Revenues, net of excise tax and VAT 21,685 21,608 0.4
Profit from operations 3,720 4,003 (7.0
Profit before income tax 3,944 4,299 (8.5)
Net income for the year 3,036 3,345 9.2)
Earnings per share (CZK) 1,106 1,218

Shipments per Segment (in billion units equivalent),

Period ended December 31 2025 2024 Change in %
Czech Republic 5.8 6.1 4.9
Slovakia 35 37 (6.0)
Total 9.2 9.8 (5.3)

Note: Values presented in the report might not foot to totals due to rounding.

The year 2025 unfolded against a challenging backdrop for the combustible category, particularly in the Czech Republic, where total
market erosion reflected both reduced cross-border sales and a continued consumer shift toward more affordable price segments. As our
portfolio remains under-represented in these lower-priced tiers, we experienced a disproportionate impact. We continued to deploy
targeted commercial and portfolio actions to address this structural imbalance; however, the benefits of these initiatives are inherently
progressive and will materialize over time.

The nicotine market continued its structural transformation during the year, further confirming that the traditional binary view of
combustibles versus alternatives is no longer representative of consumer behavior. The market is increasingly multi-category, with novelty
segments such as oral nicotine and, in particular, vaping moving firmly into the mainstream. In response, our smoke-free portfolio continued
to evolve to meet shifting consumer needs while maintaining our longstanding commitment to quality and product integrity. Within this
context, the heated tobacco category remained under pressure, impacted by regulatory developments, including the annualized effects of
the Czech Republic’s flavor ban introduced in 2024 and the full implementation of the ban on characterizing flavored heated tobacco
products in the Slovak Republic in 2025. Despite these headwinds, we made strong progress in the vaping segment, strengthening our
strategic positioning in an increasingly fragmented and highly competitive landscape. Smoke-free product shipments totaled 3.5 billion
units, with growth in the vaping category, partially offset by a decline in heated tobacco consumables, leading to a net mild positive volume
outcome.

Throughout the year, we continued to invest deliberately to reinforce our long-term competitiveness in a rapidly changing market
environment. These investments focused on enhancing brand equity, strengthening consumer engagement, and anticipating emerging
trends to ensure sustained relevance. While such investments weighed on short-term profitability, they are fundamental to supporting
recovery and generating long-term value for shareholders.

3 Shipments in the Czech Republic include the combustible portfolio, such as cigarettes and volume tobacco for make-your-own cigarettes (0.60 g is the equivalent of one cigarette), and
smoke-free products such as HEETS, TEREA and DELIA heated tobacco consumables, LEVIA tobacco-free nicotine consumables and Fiit sticks from KT&G as well as VEEV ONE and
VEEV inPRIME e-cigarettes consumables, VEEV NOW and VEEV NOW ULTRA disposables and ZYN nicotine pouches (all recalculated to cigarette equivalents).

4 Shipments in Slovakia include the combustible portfolio, meaning cigarettes, and smoke-free products such as HEETS, TEREA and DELIA heated tobacco consumables, LEVIA tobacco
free nicotine consumable and Fiit sticks from KT&G as well as VEEV ONE e-cigarettes consumables, VEEV NOW and VEEV NOW ULTRA disposables, ZYN and THUNDER nicotine
pouches (all recalculated to cigarette equivalents).



Business Results 2025

Consolidated revenues, net of excise tax and VAT, increased by 0.4% or CZK 0.1 billion compared with the prior year, reaching

CZK 21.7 billion. This performance included an unfavorable currency impact of 0.7 percentage points, primarily reflecting the depreciation
of the euro against the Czech koruna and its translation effect on the Slovak results at a consolidation level. On a constant currency basis,
consolidated revenues increased by 1.1% or CZK 0.3 billion year-on-year. Revenue growth was mainly driven by favorable net pricing
across both the combustible and smoke-free portfolios (CZK 1.0 billion), alongside a positive volume and mix contribution from smoke-free
products (CZK 0.1 billion). These effects were partly offset by lower combustible volumes (CZK 0.7 billion), reflecting continued market
contraction and share pressure across both markets and lower manufacturing services (CZK 0.1 billion).

Profit from operations declined by 7.1% compared with the prior year to CZK 3.7 billion, including a negative currency impact of

2.1 percentage points. This decline primarily reflects lower combustible volumes and the increased level of strategic investments
undertaken to strengthen long-term capabilities. Finance income from the cash pool decreased by CZK 0.1 billion, mainly due to the
normalization and decline of interest rates compared with the elevated levels observed in 2024. Conversely, income tax expense
decreased by CZK 0.1 billion, in line with the lower profit before tax. Taking all these factors into account, net income for the year 2025
declined by 9.2% year-on-year to CZK 3.0 billion, including a negative currency impact of 2.5 percentage points.

Business in the Czech Republic

Philip Morris CR a.s. recorded revenue growth in the full year, with revenues net of excise tax and VAT increasing by 3.6% year-on-year to
CZK 13.1 billion. Revenue performance was supported by favorable net pricing across both combustible and smoke-free product
categories, contributing approximately CZK 0.7 billion, alongside a positive volume and mix effect from smoke-free products of

CZK 0.2 billion. These positive factors were partially offset by lower combustible volumes, which reduced revenues by approximately
CZK 0.4 billion.

The total combined market of cigarettes and heat-not-burn units declined by an estimated 4.7% compared to the prior year, reaching
13.6 billion units. In line with longer-term trends, this contraction continued to reflect lower cross-border sales and a gradual erosion in
overall consumption. The competitive landscape continues to evolve, with accelerated growth in alternative nicotine categories such as
vaping and oral products, drawing incremental consumer demand and contributing to broader category fragmentation.

The estimated combined market share of Philip Morris CR a.s. decreased to 39.5%, representing a decline of 1.1 percentage point versus
the prior year. Share performance continued to be influenced by pricing dynamics in the cigarette segment, which are driving consumer
down-trading toward lower-priced offerings where the company’s portfolio is currently underrepresented. Developments in smoke-free

categories did not alter the overall share trajectory during the year.

Domestic shipments of the combustible portfolio, including cigarettes and fine-cut tobacco, declined by 0.3 billion units year-on-year to
3.4 billion units, reflecting both the contraction of the total market and the company’s share evolution. Smoke-free product shipments
totaled 2.3 billion units, with growth in the vaping category, partially offset by a decline in heated tobacco consumables, leading to a net
mild positive volume outcome.

Market share in the Czech Republic

2025

247 % Cigarettes Q
14.8 % Heat-not-Burn Consumables . O

2024

25.8 % (25.2% reported in 2024) Cigarettes O
14.8 % (14.4% reportedin 2024) Heat-not-Burn Consumables R O

Source: Philip Morris CR a.s. internal estimates based a monthly tabulation of cigarettes and heat-not-burn sales data by PwC

Note: As part of our ongoing commitment to data accuracy and transparency, we have conducted a refinement of our internal market estimation methodology. While this technical
adjustment has no financial implications, it does affect the reported share metrics for the year 2024. Specifically, the estimated combined market share for Philip Morris CR a.s. in 2024
has been revised from 39.6% to 40.6%. This refinement reflects a more precise view of the total market and will be consistently applied in our full-year 2025 reporting to ensure continuity
and comparability.
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Business in Slovakia

Philip Morris Slovakia s.r.o. recorded a 1.7% decline in revenues, net of excise tax and VAT, to EUR 244 million compared to the prior year.
Full-year performance reflects the annualized impact of the ban on characterizing flavors for heated tobacco products, which significantly
reduced the smoke-free portfolio’s volume contribution during the period. Overall volume-driven pressure amounted to EUR 14.8 million,
stemming from declines in combustible products (EUR 10.8 million) and smoke-free products (EUR 4.0 million). These effects were partially
offset by favorable net pricing across both combustible and smoke-free categories, contributing EUR 10.5 million.

The total combined market offer cigarettes and heat-not-burn units contracted by an estimated 3.5% year-on-year to 6.6 billion units, driven
primarily by lower cigarette consumption in line with longer-term structural trends. At the same time, the overall nicotine category continued
to evolve, with total consumption remaining broadly stable as growth in vaping and oral segments increasingly compensated for declines in
traditional categories.

The estimated combined market share of Philip Morris Slovakia s.r.o. declined by 2.5 percentage points to 50.1%. This development was
primarily driven by a 1.9 percentage point decline in cigarette share, reflecting limited exposure to the expanding value segment amid
prevailing pricing dynamics. In addition, heat-not-burn consumables recorded a further 0.6 percentage point erosion over the year,
reflecting the regulatory impact and disproportionately affecting the company given its leadership position in this category.

Domestic shipments of combustible products declined by 0.2 billion units year-on-year to 2.3 billion units, reflecting both the contraction of
the total market and share evolution. Smoke-free product shipments totaled 1.2 billion units, broadly stable versus the prior year, as growth
in vaping and oral categories was offset by lower heated tobacco volumes.

Market share in Slovakia

2025

34.1% Cigarettes O
16.0 % Heat-not-Burn Consumables . O

2024

36.0% Cigarettes Q
16.6 % Heat-not-Burn Consumables . O

Source: Philip Morris Slovakia s.r.o. internal estimates based a monthly tabulation of cigarettes sales data by PwC

Manufacturing services

Revenues from manufacturing services decreased slightly by 4.5% year-on-year to CZK 2.5 billion. Production volumes at the Kutnd Hora
factory remained at a high level, totaling 35.9 billion units during the period. The modest decline reflects a gradual adjustment of
conventional product volumes as the site prepares for the installation and ramp-up of new novelty product lines.

As previously reported, investments in new novelty product lines are progressing as planned. Installation and implementation activities are
ongoing, positioning the factory for the start of production in 2026.
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Risk Factors Related to our Business
and Industry

The following risk factors should be read carefully in connection with evaluating our business and the forward-looking statements
contained in this 2025 Annual Financial Report of Philip Morris CR a.s.

Any of the following risks could materially adversely affect our business, our operating results, our financial condition, and the actual
outcome of matters as to which forward-looking statements are made in this report.

We are aware of the risks impacting our business and taking appropriate actions to mitigate them.

Overall Business Risks

Our ability to grow profitability may be limited by our inability to successfully introduce new products, improve our margins through higher
pricing and improvements in our brand mix, promote brand equity or develop strategic business relationships.

This can be influenced by several factors described below.
Competitive environment

We face intense competition, and our failure to compete effectively could have a material adverse effect on our profitability and results of
operations. We compete primarily based on product quality, brand recognition, brand loyalty, taste, innovation, packaging, service,
marketing, advertising and retail price. We are subject to highly competitive conditions in all aspects of our business. The competitive
environment and our competitive position can be significantly influenced by weak economic conditions, erosion of consumer confidence,
competitors' introduction of lower-price products or innovative products, higher nicotine product taxes, higher absolute prices and larger
gaps between retail price categories, and product regulation that diminishes the ability to differentiate nicotine products according to the
level of their risk.

Consumer preferences

We may be unable to anticipate changes in adult consumer preferences or to respond to consumer behaviors, limiting our ability to further
scale up our smoke-free products (SFP) and encourage current adult smokers who would otherwise continue to smoke to switch to smoke-
free products. Our business is subject to changes in consumer preferences, which may be influenced by local economic conditions.

To be successful, we must:

— promote brand equity successfully;

— anticipate and respond to new consumer trends;

— ensure that our products meet our quality standards and consumer expectations;

— develop new products or acquire distribution rights to these in order to broaden brand portfolios;
— improve productivity;

— educate and convince adult smokers to convert to our smoke-free nicotine products;

— ensure effective adult consumer engagement, including communication about product characteristics and usage of smoke-free nicotine
products;

— provide excellent customer care;
— ensure adequate production capacity to meet demand for our products; and

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

17
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In periods of economic uncertainty, adult consumers may tend to purchase lower-priced brands, and the volume of our premium-price and
mid-price brands and our profitability could be materially adversely impacted as a result.

Business model

Our profitability, and consequently, the amount of our dividend pay-out reflects our dual role of being a full risk entrepreneur of
combustible portfolio products and a limited risk distributor for smoke-free products.

Our remuneration for commercialization of smoke-free products is based on a set margin on revenues from sales. As a limited risk
distributor, we do not own intellectual property rights for smoke-free products and therefore do not absorb all the costs or bear the risks
associated with such ownership. As our return is proportionate to our risk for commercializing smoke-free products, the impact of the sales
volume variances of such products on our profitability is limited. Consequently, if the current consumer preference trend towards smoke-
free products continues and volume declines of combustible portfolio products accelerate, we do not expect that over time the additional
profit generated from increased sales of smoke-free products will offset the decreasing profits generated from the sales of combustible
portfolio products.

Consumption of combustible tobacco products continues to decline. This decline is due to multiple factors, including increased taxes and
tax-driven pricing, governmental actions, the diminishing social acceptance of smoking, and the continuing prevalence of illicit products.

Illicit trade

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

The volume of the illicit cigarette market in the Czech Republic has been growing in recent years, reaching one of the highest levels in
2024 and, according to the empty pack survey, the share of counterfeit products remains elevated in 2025.

Talent attraction and retention

Our ability to implement our strategy of attracting and retaining the best talent may be impaired by the decreasing social acceptance of
cigarette smoking. To be successful, we must continue transforming our culture and ways of working, align our talent and organizational
design with our increasingly complex business needs, and innovate and transform to a consumer-centric business.

Risks related to strong regulations within our industry

The tobacco and nicotine industry is heavily regulated and subject to significant governmental measures to reduce and/or prevent smoking
and the use of tobacco products. Their abrupt changes can have a significant impact on consumer preferences and their late
communication can disrupt the production and availability of our products in the market. There is also a risk that regulation of tobacco and
nicotine products will not be differentiated according to the risk profile of individual products and law enforcement will not adequately
protect those under 18 years of age. This chapter describes risks we face in relation to current or anticipated developments in each
regulatory area.

Excise tax

Tobacco products are subject to excise taxes with tax rates expressed in currency units per physical quantity which requires their periodic
adjustments for inflation. There are risks that the excise tax rates in neighbouring countries will be raised less than in the domestic country
which could encourage domestic consumers to buy tobacco and nicotine products in other countries and discourage consumers in other
countries from buying tobacco and nicotine products in the domestic country, as well as that the excise tax increases will lead to price
increases higher than inflation, which might reduce demand for our products. The revision of the EU Tobacco Excise Directive (2011/64/EU)
launched in 2025 also reduces the predictability of our business environment. The proposal aims to increase minimum tax rates and
harmonize definitions and administrative procedures for tobacco and nicotine products. The proposed entry into force is in 2028. However,
the proposal is subject to unanimous adoption by the Council and until then, its business impacts remain to be seen.

In the Czech Republic, Act no. 349/2023 Coll. amending certain laws in connection with the consolidation of public budgets. amended also
Act no. 353/2003 Coll. on excise taxes. This amendment came into force on January 1, 2024 and introduced the following changes:

— afour-year calendar of tobacco excise tax increases for years 2024 to 2027. As of February 1, 2024, the specific component of the
cigarette excise tax rate increased by 10% and the minimum tax rate increased by 20%. The excise tax rate on tobacco for smoking
increased by 10%. In 2025-2027, these tax rates will increase by 5% each year. The ad valorem component of the cigarette excise tax
remains unchanged (at 30%). The excise tax rate on heated tobacco products increased by 15% in 2024 and will increase by 15%

5 Source: KPMG report - lllicit Cigarette Consumption in Europe - 2024 Results.



https://www.pmi.com/resources/docs/default-source/itp/illicit-cigarette-consumption-in-europe-2024-results.pdf
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annually in 2025-2027. These excise tax increases are accompanied by sell-by-date anti-forestalling regulation applicable to cigarettes
with a three-month period and heated tobacco products with a six-month period.

— the introduction of an excise tax on e-liquids for e-cigarettes with a tax rate of CZK 2.5 per ml in 2024 with further increases up to CZK
10 per ml in 2027 and on nicotine pouches with a tax rate of CZK 400 per kg with further increases up to CZK 1700 per kg in 2027.

The table shows tax rates in 2023-2027:

2023 2024 2025 2026 2027
Cigarettes
—  specific component (CZK per 1000 sticks 1,970 2,170 2,280 2,390 2,510
— ad valorem component (%) 30% 30% 30% 30% 30%
— minimum excise tax (CZK per 1000 sticks 3,520 4,220 4,440 4,660 4,890
Tobacco for smoking (CZK per kg) 3,000 3,300 3,470 3,650 3,830
Heated tobacco products (CZK per kg of tobacco) 3,000 3,450 3,970 4,570 5,260
E-liquids for e-cigarettes (CZK per ml) n/a 25 5.0 7.5 10.0
Nicotine Pouches (CZK per kg) n/a 400 800 1,200 1,700

In Slovakia, Act no. 530/2023 Coll. amending certain laws in connection with the consolidation of public budgets amended also Act no.
106/2004 Coll. on tobacco excise taxes. As of February 1, 2024, the specific tax rate on cigarettes increased by 8%, the ad valorem
component increased by 2 percentage points, the minimum excise tax on cigarettes increased by 12%, the excise tax rate on fine-cut
tobacco increased by 37% and the excise tax rate on heated tobacco products increased by 13%.

Later in 2024, Act no. 106/2004 Coll. on tobacco excise taxes was further amended by:
— Actno. 233/2024 Coll. amending the Act on tobacco excise tax;
— Act no. 354/2024 Coll. amending the Act on value added tax and some other acts;

— Actno. 278/2024 Coll. amending certain acts in connection with the consolidation of public budgets.

These amendments came into force throughout the second half of 2024 and introduced the following changes:
— afour-year calendar of tobacco excise tax increases for years 2025 to 2028;

— the introduction of excise taxes as of February 1, 2025, to all heated products without tobacco or only partially with tobacco, chewing
tobacco, sniffing tobacco, electronic cigarettes and nicotine pouches;

— afurther increase of excise taxes on electronic cigarettes, nicotine pouches, chewing tobacco and sniffing tobacco in 2027;

— excise tax increases on cigarettes, tobacco for smoking, cigars, cigarillos and heated tobacco products in 2026 and 2028. The ad
valorem component of the cigarette excise tax remains unchanged (at 25%).

The table shows tax rates for 2023 - 2028:

2023 2024 2025 2026 2027 2028
Cigarettes
—  specific component (€ per 1000 sticks) 84.6 91.3 91.3 102.5 102.5 13.5
— ad valorem component (%) 23% 25% 25% 25% 25% 25%
—  minimum excise tax (€ per 1000 sticks 1321 148.0 148.0 166.2 166.2 182.0
Tobacco for smoking (€ per kg) 101.3 139.0 139.0 177.0 177.0 209.5
Heated tobacco products containing only tobacco (€ per kg of tobacco) 187.8 213 211.3 2381 2381 264.8
Heated tobacco products without tobacco (€ per kg of filling) n/a n/a 1.3 2381 2381 264.8
E-liquids for e-cigarettes (€ per ml) n/a n/a 0.2 0.2 0.3 0.3
Nicotine pouches (€ per kg) n/a n/a 100.0 100.0 200.0 200.0
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Tobacco and nicotine products regulation

There is a risk that regulation of tobacco and nicotine products will not be differentiated according to the health risks which would hinder
our ability to inform adult users about the relative risks of individual products.

In the EU, tobacco and nicotine products are regulated by the Tobacco Products Directive (2014/40/EU), which entered into force on May
19, 2014, and became applicable in the EU Member States as of May 20, 2016.

The legislation lays down rules on — among others — the manufacturing, presentation and sale of tobacco and related products, including
certain rules for the commercialization of e-cigarettes and novel tobacco products, such as:

— the prohibition on placing on the market of tobacco products containing flavorings in any of their components, such as filters, papers,
packages, capsules, or any technical features allowing modification of the smell or taste of the tobacco products concerned or their
smoke intensity, covering cigarettes, roll-your-own tobacco, and heated tobacco products (the so-called “flavor ban”);

— a pre-launch notification requirement;

— enlarged, combined health warnings covering 65% of the main surfaces of cigarette packs and roll-your-own tobacco, as well as
dedicated health warnings for other types of tobacco and related products;

— enhanced reporting obligations;
— the extension of the “flavour ban” to heated tobacco products, which became effective on November 23, 2022;

— tracking and tracing requirements for cigarettes and roll-your-own tobacco aiming to increase efficiency of illicit trade prevention,
extended to other tobacco products such as heated tobacco products as of May 20, 2024.

In the Czech Republic, the Directive is transposed by Act no. 110/1997 Coll. on foodstuffs and tobacco products and other related laws
together with:

— Decree no. 261/2016 Coll. on tobacco products

— Decree no. 37/2017 Coll. on electronic cigarettes and herbal products for smoking

In addition to EU-level harmonization, Czech domestic legislation provides for supplementary rules applicable to electronic cigarettes and
nicotine pouches:

— Decree No. 141/2023 Coll. regulates nicotine pouches by setting maximum nicotine limits, and banning packaging designs that appeal
to young people (applicable from July 2023)

— amendment to Decree No. 37/2017 Coll. regulates electronic cigarettes by prohibiting certain flavours and packaging that appeals to
young people (applicable from December 2025, with a sell-by-date period until the end of June 2026)

In Slovakia, the Directive is transposed by Act no. 89/2016 Coll. on the manufacture, labelling and sale of tobacco products and related
products and on the amendment and supplement to selected laws. On February 13, 2024, the Slovak Parliament approved the amendment
to Act no. 89/2016 Coll. on the manufacture, labelling and sale of tobacco products and related products, which transposed new provisions,
including the extension of the “flavour ban” to heated tobacco products. The amendment entered into force on January 1, 2025.

Single-use plastics regulation

The objectives of the EU Directive 2019/904 (“Single-Use Plastics Directive” or “the Directive”) are to prevent and reduce the impact of
certain plastic products on the environment, in particular the aquatic environment, and on human health, as well as to promote the
transition to a circular economy, with innovative and sustainable business models, products, and materials, thus also contributing to the
efficient functioning of the internal market.

In order to achieve its objectives, the Directive introduced various measures for various types of goods. In the area of our business, the
Directive concerns tobacco products with filters and filters marketed for use in combination with tobacco products. Specifically, under the
Directive, Member States were required to introduce marking requirements on product packaging and implement Extended Producer
Responsibility Schemes ("EPR"), which requires producers to contribute to costs associated with the cleaning and collection of littered
tobacco post consumption waste in public, as well as to cost for awareness-raising measures designed to inform consumers to correctly
dispose of cigarette butts and thereby reduce litter. Measures were implemented gradually in several stages with EPR fully in place in the

16 Article 1 of the Directive 2019/904 of June 5,2019 on the reduction of the impact of certain plastic products on the environment.
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EU Member States by January 5, 2023. In the Czech Republic the effective date for EPR for producers of tobacco products with filters was
January 1, 2023, while in Slovakia it was December 1, 2024.

To ensure the collective fulfilment of the obligations of manufacturers of tobacco products with filters and filters placed on the market for
use in combination with tobacco products in the territory of the Czech Republic, Philip Morris CR a.s., in accordance with the requirements
of Act No. 243/2022 Coll"”., became one of the founders of joint-stock company NEVAJGLUJ a.s. (hereinafter referred to as "NEVAJGLUJ")
with a stake of 24%. NEVAJGLUJ was registered in the Commercial Register in March 2023, in July 2023 it submitted an application for
authorization to operate a collective system (EPR system), and the authorization was granted by the Ministry of Environment of the Czech
Republic on October 10, 2023. Philip Morris CR a.s. is being represented in statutory bodies of the NEVAJGLUJ, namely holds a position of
the Chairman of the Board of Directors, and also one member of the Supervisory Board. More information on EPR system NEVAJGLUJ in
the Czech Republic is available at www.nevajgluj.cz.

In Slovakia, Philip Morris Slovakia s.r.o. became one of the founders of joint-stock company SPAK-EKO a.s. with a stake of 25%. SPAK-EKO
a.s. was registered in the Commercial register in September 2023. Philip Morris Slovakia s.r.o0. is being represented in statutory bodies of
SPAK-EKO a.s., namely holds a position of the Chairperson of the Board of Directors, and one member of the Supervisory Board. In order to
ensure collective compliance with the obligations of manufacturers of tobacco products with filters and filters placed on the market for use
in combination with tobacco products in the territory of the Slovak Republic, in January 2025 SPAK-EKO a.s. proposed the Ministry of the
Environment of the Slovak Republic to conclude a voluntary agreement that would recognize the SPAK-EKO a.s. system as the
representative of the sector to which the obligations apply.

The part of the 2025 annual costs of the EPR system operation borne by Philip Morris CR a.s, amounts to CZK 51,7 million. The part borne
by Philip Morris Slovakia s.r.o. amounts to EUR 524 thousand.

Risks related to other external factors

We also face risk factors arising from adverse developments in the economic situation and external environment which could affect our

financials, disrupt our supply chain, manufacturing capabilities, and distribution channels or undermine our data protection efforts. Some
risks can be anticipated, and appropriate business-continuation plans can be adopted in advance but some risks, for example the global
events such as covid-19 pandemic or war in Ukraine, cannot.

Expected economic and financial situation

The overall macroeconomic environment in 2025 was shaped by GDP growth dynamics, easing inflationary pressures, and stabilizing
energy prices. These factors continued to influence both our cost base and revenue performance throughout the year.

Over the full year 2025, the Czech economy recorded a solid recovery, with real GDP growth reaching approximately 2.6%'€ year on year,
marking the strongest annual expansion since 2022. Economic growth was driven primarily by domestic demand, with household
consumption playing a key role, supported by a recovery in real wages and a resilient labor market. Economic momentum remained
positive throughout the year, and inflation continued its downward normalization trend. The average consumer price inflation for full-year
2025 amounted to 2.5%'%, remaining close to the Czech National Bank’s inflation target. Overall price stability contributed to a more
predictable environment for households and supported domestic demand conditions.

Natural gas and electricity remain the primary energy inputs at our production plant in Kutnéd Hora. For the full year 2025, utilities costs
were significantly lower year on year, reflecting favorable energy price developments compared to 2024. Energy markets stabilized in the
second half of the year, contributing to subdued inflationary pressures and improved cost visibility going into 2026.

Slovakia estimates 0.8% year-on-year GDP growth in 2025, down from 1.9%2° in 2024, while average annual inflation rose from 2.8% in
2024 to 4%2'in 2025, influenced by indirect taxation factor. Consumer sentiment remains fragile, though modest real wage growth
continues to support spending.

According to the latest projections of CNB for 2026, it is expected that inflation will further decline towards 1.6%, GDP to continue to grow
at stable 2.9%22. All of this should maintain stable unemployment, economic activity of both businesses and consumers leading to stability
in consumer sentiment and consumer spending. Slovakia’s economy is projected to grow modestly, with GDP rising by about 1% 23in 2026,
supported mainly by investment under the final phase of the Recovery and Resilience Plan, despite easing labor market tightness and a
slight decline in employment.

While official 2026 macroeconomic projections for the Czech Republic and Slovakia remain broadly positive to neutral, with continued GDP
growth and stable labour markets, the outlook is subject to heightened external risks. In particular, the ongoing conflict involving Iran and

7 Source: Act No. 243/2022 Coll. on the reduction of the impact of certain plastic products on the environment.
'8 Source: Czech Statistical Office, GDP Resources and Uses - 4.quarter of 2025

9 Source: Czech Statistical Office, Inflation, Consumer Prices

20 Source: Slovak Statistical Office, Quarterly GDP data and constant prices chain

2! Source: Slovak Statistical Office, Inflation - consumer price indices in 2025

22 Source: Czech National Bank forecast - Winter 2026

23 Source: European Commission - Economic forecast for Slovakia
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https://www.cnb.cz/en/monetary-policy/forecast/
https://economy-finance.ec.europa.eu/economic-surveillance-eu-member-states/country-pages/slovakia/economic-forecast-slovakia_en

Risk Factors Related to our Business and Industry

the broader Middle East has increased volatility in global energy markets. Given the continued reliance of both economies on imported oil
and gas, renewed energy price pressures could weigh on inflation, operating costs and consumer demand. Against this backdrop, PMI
maintains a more cautious outlook for 2026 than implied by baseline economic forecasts.

Our business remains exposed to consumer down-trading to cheaper nicotine products and cross-border transactions. We continue to
implement productivity initiatives to manage our cost base and maximize investment returns.

Adverse events

Natural disasters, pandemics, armed conflict, threats of war, or other adverse political and/or economic developments could disrupt our
supply chain, materials availability, manufacturing and/or distribution capabilities. The impact of these risks also depends on factors beyond
our knowledge or control, including their duration and severity or their recurrence.

Despite our business continuity plans and other safeguards in place, our business, operations and financial results will depend on
numerous continuously evolving factors that we may not be able to accurately predict.

Cyber-security threats

We, as well as our business partners, use information systems to help manage business processes, collect, and interpret data and
communicate internally and externally with employees, suppliers, consumers, customers and others. Some of these information systems
are managed by third-party service providers. We are continuously evolving our approach to business continuity planning and backups to
provide appropriate business resilience, particularly considering the increasing cyber threat landscape. Nevertheless, failure of these
systems to function as intended, or penetration of these systems and systems owned and operated by our business partners by parties
intent on extracting or corrupting information or otherwise disrupting business processes, could place us at a competitive disadvantage,
result in a loss of revenue, assets, including our intellectual property, personal or other sensitive data, result in litigation and regulatory
action, cause damage to our reputation and that of our brands and result in significant remediation and other costs.

Failure to protect personal data, respect the rights of data subjects, and adhere to strict data governance and cybersecurity protocols could
subject us to substantial fines and other legal challenges under regulations such as the EU General Data Protection Regulation. As we are
increasingly relying on digital platforms in our business, and as privacy laws in the jurisdictions in which we do business are introduced or
become more stringent, the magnitude of these risks is likely to increase.
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Forward-Looking and Cautionary
Statements

This report and related communications contain, and 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 such as “strategy,” “expects,”
“continues,” “plans,” “anticipates,” “believes,” “will,” “estimates,” “intends,” “projects,” “goals,” “targets” and other words of similar meaning.
You can also identify them by the fact that they do not relate strictly to historical or current facts.

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 any 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.

This 2025 Annual Financial Report of Philip Morris CR a.s. is based on the consolidated financial statements of Philip Morris CR a.s. and
Philip Morris Slovakia s.r.o., prepared in accordance with International Financial Reporting Standards as adopted by the European Union.

In Kutnd Hora on April 27, 2026

Fabio Costa Maurizio Lionetti
Chairman of the Board of Directors Member of the Board of Directors
Philip Morris CR a.s. Philip Morris CR a.s.
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