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Zprava predstavenstva

Report of the Board
of Directors




Historie a budoucnost

Slunecni paprsky prosvétluji chodbu, kudy kutnohorsti zaméstnanci

prichazeji do svych kancelari.

’»

A ray of sunshine brightens the corridor used daily by
the Kutna Hora employees to reach their offices.




PHILIP MORRIS CR a.s. je pfednim vyrobcem
a distributorem tabékovych vyrobkd v Ceské

republice. Dospélym zékaznikm nabizi oblibené
mezinarodni a domaci znacky cigaret, jako jsou
Marlboro, L&M, Petra a Sparta ve vice nez tficeti
variantach, které pokryvaji Siroké spektrum vyrobkd
pokud jde o chut i cenovou Uroven.

PHILIP MORRIS CR a.s. patii do skupiny Philip Morris
International Inc., jedné ze spolecnosti Altria Group,
Inc. Spolec¢nosti skupiny Altria dosahly za rok 2003
¢istych provoznich vynost v celkové vysi 81,8 miliardy
dolard, a tvori tak nejvétsi podnikatelské seskupeni na
svété v oblasti baleného spotrebniho zbozi. Altria
Group, Inc. je materskou spole¢nosti Kraft Foods Inc.
s podilem 84,6 %, Philip Morris International Inc.,
Philip Morris USA Inc. a Philip Morris Capital Corporation.
Skupina spole¢nosti Altria méa také 36 % podil

v SABMiller plc, druhém nejvétsim pivovaru na svéte.

Zpréva predstavenstva vychézi z konsolidovanych

finanénich vykazt skupiny slozené z Philip Morris CR a.s.
a Philip Morris Slovakia s.r.o.

Konsolidované
hlavni Gdaje o

2003 2002 2001
Trzby 14768 15264 15272
Zisk pred zdanénim 6 287 5970 5489
Zisk po zdanénf 4 376 4 126 3711
Zisk na akcii (v K&) 1594 1503 1352
Celkovy odbyt 22,1 23,6 23,8

(v miliardéach jednotek)

PHILIP MORRIS CR a.s. is the leading manufacturer and
distributor of tobacco products in the Czech Repubilic,
providing adult consumers with international and local
brands such as Marlboro, L&M, Petra and Sparta in
more than thirty packaging variants covering different
taste and price segments.

PHILIP MORRIS CR a.s. is an affiliate of Philip Morris
International Inc., one of the operating companies

of Altria Group, Inc. With 2003 net revenues of $81.8
billion, the Altria group of companies collectively forms
the world's largest consumer packaged goods enterprise.
Altria Group, Inc. is the parent company of Kraft Foods Inc.,
with 84.6% ownership of outstanding Kraft common S7<
shares, Philip Morris International Inc., Philip Morris USA Inc.

and Philip Morris Capital Corporation. Altria Group, Inc.

has a 36% economic interest in SABMiller plc, the world’s
second-largest brewer.

The report of the Management is based on

the consolidated financial statements of the group,
which comprises Philip Morris CR a.s. and Philip Morris
Slovakia s.r.o.

Consolidated
Highlights e

2003 2002 2001
Sales revenues 14 768 15 264 15 272
Income before tax 6 287 5970 5489
Net income 4 376 4126 3711
Earnings per share (CZK) 1 594 1503 1352
Total shipments 22.1 23.6 23.8

(billion units)



% \% V- \%
Presne a peclive
Precizni pristup nasich obchodnich zastupct je tou nejlepsi cestou

ke spokojenému zakaznikovi.

The precise approach taken by our sales force proves
the best way to satisfy our customers.




Podnikanf v Ceské
re p U b | I Ce Objem domaciho odbytu

se v roce 2003 zvysil v porovnani's predchozim rokem o 3%,

a to zejména kvali predzasobeni trhu. V prvni ¢tvrting
roku 2003 byl objem prodeje vys$si oproti prvni Ctvrting
roku 2002, kdy se likvidovaly zasoby zbozi se starymi
kolky bez natisténé ceny k poslednimu dni stanovenému
zakonem na 371. brezen 2002. Ve &tvrté Stvrting roku
2003 se odbyt mirné zvysil v porovnani se stejnym
obdobim predchoziho roku kvtli predzasobeni trhu.

Podle vyzkumu agentury A C Nielsen pokles! podil
nasich znacek na trhu o 2,2 % na 78,2 %.

Podnikani na
S'Oven S |'< U Odbyt na Slovensku

se v roce 2003 snizil ve srovnani s predchozim rokem

0 24,4 %.\ prvni ¢tvrtiné roku 2003 se na odbytu
negativné odrazilo predzasobeni trhu z konce predchoziho
roku. To bylo zplsobeno zménou spotrebni dané

k 1. lednu 2003, které zvysila u 70 mm cigaret danovou
sazbu tvorenou pouze pevnou sloZkou na Uroven cigaret
king size. Odbyt ve tretim a tvrtém Ctvrtleti pokles!

v dlsledku zvyseni dané k 1. srpnu 2003.

Jak vyplyva z prizkumd agentury A C Nielsen, podil
nasich znacek na celkové spotrebé poklesl o0 1,8 %
na 54 %.

Vyvoz

Vyvozy na ostatni trhy poklesly o 20,6 %.

Konsolidované
finanéni vysledky

Pokles trzeb o 3,3 % na 14,8 miliardy korun byl

N

Zisk pred zdanénim vzrostl o 5,3 % na 6,3 miliardy, a to

v dUsledku poklesu nédkupnich cen dovézenych material
zapric¢inénému posilujici ¢eskou korunou vici americkému
dolaru. Osobni naklady poklesly o 2% a odpisy o 10,4 %.

Konsolidovany zisk po zdanéni se zvysil o 6,1 %.

Business in Czech
Re p U b | I C 2003 domestic shipments

grew by 3.0% versus prior year, largely due to trade
loading patterns. First quarter 2003 sales were higher
than first quarter 2002 when the trade was liquidating
its stock of products bearing the former non-price-
printed tax stamps prior to the March 31, 2002 legal
selling deadline. Fourth quarter 2003 shipments were
slightly higher than prior year period, due to trade
loading.

According to research conducted by the A C Nielsen
agency, our brands’ share of total consumption
declined by 2.2 points to 78.2%.

Business in
S | Ova k I a 2003 shipments in Slovakia

declined by 24.4% compared to the previous year. First
quarter 2003 shipments were negatively impacted by
the reversal of substantial trade inventories
accumulated at end-2002 prior to the January 1, 2003
excise tax change which raised the fully-specific excise

>9<

tax on 70mm brands to the level of king size formats.
Shipments in the third and fourth quarters declined
following the August 1, 2003 tax increase.

According to research conducted by the A C Nielsen
agency, our brands’ share of total consumption
declined by 1.8 points to 54.0%.

Exports

Exports to other markets declined by 20.6%.

Consolidated
Financial Results

Sales revenues declined by 3.3% to CZK 14.8 billion
as a result of lower shipments.

Pre-tax income grew by 5.3% to CZK 6.3 billion, reflecting
lower cost of imported materials due to the strengthening
of the Czech Crown versus the US Dollar. Labour costs

decreased by 2.0% and depreciation by 10.4%.

Net consolidated income increased by 6.1%.



Kvalita, ktera voni

Zakladem kvalitni cigarety je smés téch nejlepsich druhi tabakda.

>10<

The pre-requisite of a quality cigarette is a blend

of the finest tobaccos.




Vstric oCekavani
Ve reJ n OStI Jako tabékova spolecnost

si uvédomujeme, ze nas Uspéch nezavisi jen na

sirokém portfoliu znacek, talentovaném tymu lidi

a spravné strategii. Musime také rozumét a vychéazet
vstric zajmu verejnosti a ocekavanim ohledné
tabakovych vyrobkda.

O zdravotnich rizicich spojenych s nasimi produkty
mluvime oteviené. Na nasich internetovych strankach
www.pmintl.cz najdete mnoho informaci o rizicich
koureni a odkazy na stranky zdravotnickych organizaci.
Nase stanovisko je jednoznacné: kourenf je nebezpecné
a navykové. Prestat koufit je obtizné, nenf to vSak
nemozné.

Nasim cilem je upozornit na problémy, jakym je napriklad
koureni mladistvych, a prispét k jejich reseni. N&s postoj
je jasny: déti by nemély kourit a nemély by mit pristup

k tabakovym vyrobkdm. Uvédomujeme si, Ze neni mozné
dohlizet jednotlivé na kazdé dité, aby nekourilo. | presto
se snazime prispét k vytvorenf prostredi, ve kterém bude
méné pravdépodobné, Ze déti budou koufit.

Spole¢nost Philip Morris International podporuje programy
proti koureni mladistvych ve vice nez devadeséti zemich.
Spolupracujeme s obchodniky, neziskovymi organizacemi,
vladami, uciteli a statnimi zdravotnickymi institucemi na
podpore téchto programt. Uvédomujeme si dilezitost
naseho postaveni a aktivné hledame reseni. Prodame-li
proto v budoucnu méné cigaret, necht se tak stane.

Societal
A | gn m e n t As a tobacco company,

we know that our success ultimately depends on much

more than having a strong and successful brand portfolio,
the most talented workforce, and the right strategies. >11<
We must also understand and respond to society’s

concerns and expectations surrounding tobacco.

We talk openly about the health effects of our products.
If you visit the website — www.pmintl.cz - you’ll find

a wealth of information about the risks associated with
smoking, as well as links to a variety of public health
sites. Throughout, you will find a consistent message:
Smoking is dangerous and addictive. Quitting is difficult,
but it can be done.

We want to raise awareness of problems like youth
smoking and share some of the ways we are trying to
respond. Our position is clear: Children shouldn’t smoke;
and they shouldn’t have access to tobacco products. While
we know it is impossible to keep every child from smoking,
our goal is to help contribute to an environment in which
children are less likely to smoke.

Philip Morris International supports youth smoking
prevention programs in more than 90 countries.

To that end, we partner with retailers, NGOs, governments,
educators, and public health authorities to support these
programs. We recognize the importance of our role

and we work actively to find solutions. If that means we'll
sell fewer cigarettes in the future, so be it.



Aby déti nekourily

Finale vzdélavaci soutéze Paragraf 11/55 probiha kazdoroc¢né

v prostorach Senatu.

The final round of the educational competition “Paragraph 11/55”
is held annually in the Senate chambers.




V Ceské republice i na Slovensku jsme pokragovali

v podpore vychovnych programt Dokazu to? a Cesta

k emocionalni zralosti. Programy poméhaji détem

¢init zodpovédné Zivotni rozhodnuti a vyhnout se
nebezpecnym aktivitdm, jako je koureni. Tyto programy
Uspésné probihaji v tisicich ¢eskych a slovenskych skol
a jsou podporovéany ceskym a slovenskym
ministerstvem skolstvi.

V Ceské republice podporujeme také aktivity Aliance
Zékon 18, jejimz cilem je prosazovat zdkon zakazujici
prodej tabakovych vyrobkd osobam mladsim osmnacti
let. Soucasti ¢innosti aliance je také projekt Paragraf
11/55, ktery v Ceskych skolach testuje znalosti studentd
v oblasti préva s diirazem na zakon zakazujici prode;j
cigaret détem.

Na Slovensku jsme zahjili soutéz nazvanou Mame uz
187, které se zlcastnilo priblizne 4500 obchodnika.
Soutéz je soucasti naseho preventivniho programu proti
prodeji cigaret mladistvym, ktery ma podporovat
prosazovani minimalni vékové hranice pro prode;j
tabakovych vyrobka tim, ze prodejce obezndmi se
zdkonnymi regulacemi. Soutéz i preventivni program
maji podporu Slovenské obchodni inspekce i Asociace
distributort tabdkovych vyrobkd Slovenska.

Dobrovolné dodrzujeme nasi prisnou marketingovou
regulaci, kterd nam urcuje pravidla pro propagaci
cigaret. Regulace pokryvéa celou oblast od umisténi loga
a vyobrazeni pouzitych na reklamach az po vymezeni
samotnych akci, které mdzeme sponzorovat. Tyto snahy
jsou soucésti naseho dlouhodobého zavazku, ktery ma
zajistit, aby déti byly co nejméne vystaveny plsobeni
reklamnich a marketingovych kampani.

In the Czech Republic and Slovakia we continued our
support for the educational programs “Can | Do It?” and
“Road to Emotional Maturity” that help Czech and Slovak
children make responsible decisions in their lives and avoid
risky activities such as smoking. These initiatives have been
successfully run in thousands of Czech and Slovak schools
and are supported by the Czech and Slovak Ministries of
Education.

>13<
In the Czech Republic we also support an association
called “Alliance Law 187, whose aim is to promote the law
that prohibits the sale of tobacco products to persons
under the age of 18. The alliance’s activities include the
Czech school program called “Paragraph 11/55” which tests
students” knowledge of laws and regulations and highlights
the law prohibiting the sale of cigarettes to minors.

In the Slovak Republic we launched a “guess-the age”
competition in which 4,500 retailers participated. This was
a part of our “Retail Access” prevention program, which
seeks to enforce the minimum age limit for the sale of
tobacco products by helping retailers learn more about
relevant legislation. The competition as well as the
prevention program was supported by the Slovak Trade
Inspectorate and the Slovak Association of Tobacco
Products Distributors.

We also voluntarily adhere to a strict internal marketing
code that guides every element of our cigarette marketing,
from how we use branded logos to which events we choose
to sponsor to the images contained in our advertising.
These efforts are part of our long-term commitment to
reduce children’s exposure to those advertising and
marketing messages.



Priroda ve mésté

Tradic¢ni projekt Zelené mésto uz od roku 1995 pomaha zlepsovat

Zivotni prostredi v mistech, kde plsobime.

>14<

The traditional project “Green City” has been helping to improve

the environment in the communities in which we operate since 1995.




Partnerstvi
a odpovednost

Spoleénost Philip Morris CR a.s. podporuje uz od
roku 2001 projekt prevence domaciho nasili zalozeny
neziskovou organizaci Bily kruh bezpedi.
Celonarodnim prizkumem jsme zmapovali postoje
verejnosti, zkusenosti s timto problémem a upozornili
na skryty problém domaciho nésili. Souc¢asti naseho
Gsili je také 24hodinova telefonni linka bezpeci pro
obéti domaciho nasili. Nase spolecnost pomohla také
zalozit Alianci proti doméacimu nasili, ktera prosazuje
zménu Ceského préva tak, aby co nejlépe chrénilo
obéti domaciho nésili.

Na Slovensku pokracovala nase spolupréace se Slovenskou
humanitarni radou. Tato neziskové organizace zastresuje

170 charitativnich organizaci s cilem integrovat obcany se
specialnimi potrebami do spolecenského a obcanského Zivota.
S cilem pomoci handicapovanym spoluobcantim jsme zahajili
spolupréci se Slovenskym helsinskym vyborem. Publikovali
jsme brozuru nazvanou Kde hledat pomoc, kterd ma
handicapovanym usnadnit orientaci a obeznamit je s jejich
pravy a se zplsobem, jak tato prava vymahat. Se stejnym
Ucelem jsme také vloni otevreli Centrum pravni pomoci.

I v roce 2003 jsme pokracovali v nasi tradiéni podpore
Domova seniort Sue Ryder a Linky bezpedi provozované
nadaci Nase dit€. Nasi pritomnost na Mezinarodnim
filmovém festivalu v Karlovych Varech jsme opét zvyraznili
cenou Philip Morris Film Award a projektem Kino bez
bariér, kterym jsme zabezpecili bezbariérovy pristup do
kin. Soucasti projektu byla také bezbariérova Gprava kina
v Hodoninég, Méstské knihovny v Kutné Hore a prazského
Divadla v Celetné.

Program Zelené mésto zameéreny na zlepseni zivotniho
prostredi jsme dfive poradali jen ve méstech, kde stojf
nase tovarny. Noveé jsme projekt rozsitili také v Praze 2,
kde sidlf feditelstvi Philip Morris CR a.s., a prvnim
pocinem byla rekonstrukce vnitrobloku v Je¢né ulici.
Pétileta tradice program( spolecnosti Philip Morris
Slovakia zamérenych na zlepseni zivotniho prostredi byla
vloni ocenéna prestizni cenou Via Bona Slovakia Award.

Corporate
Citizenship

Since 2001 Philip Morris CR a.s. has supported
the domestic violence prevention program established

by the non-governmental organization White Circle of
Safety. These efforts have included a national research
project, aimed at revealing attitudes, experience and
awareness of the problem of domestic violence and

the launch of a 24-hour telephone helpline for domestic
violence victims. Additionally, our company helped to
found the Alliance against Domestic Violence, which
seeks to change Czech law so that domestic violence
victims are protected in the most effective way.

In Slovakia we continued to co-operate with the Slovak
Humanitarian Council, an umbrella non-governmental
organization uniting 170 charitable organizations, aimed at
integrating people with special needs into civic and social >15<
life. We also launched a joint project with the Slovak Helsinki
Committee, focused on helping disabled people. Brochures

entitled “Where to look for assistance” were published to

help them and also to inform them about their rights and

ways of enforcing them. This is also a purpose of the Centre

of Legal Services opened last year.

In 2003, we maintained our traditional support for the Our
Child Foundation national safety line and the Sue Ryder
Foundation. Our presence at the Karlovy Vary International
Film Festival was again highlighted with the Philip Morris
Film Award and the “Cinema Without Barriers” project
which facilitates access to cinemas for handicapped
people. As part of this effort, we also helped to renovate
and adapt the cinema in Hodonin, the public library in
Kutné Hora and the Prague Theatre in Celetna Street by
making them accessible to wheel-chair citizens.

The environmental Green City project was expanded from
our factory towns to Prague 2 where Philip Morris CR has
its new headquarters and where we helped to renovate
the courtyard of a house in Je¢na Street. Philip Morris
Slovakia’s environmental efforts during the last five years
were acknowledged through the presentation of

the prestigious Via Bona Slovakia Award.



Harmonie barev

Mnoho prodejen dostava novou tvar v barvach nasich znacek.
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Many corner shops are getting a new look based on the colors

of our brands.




Budoucnost

Ceska republika

Zmény spotrebni dané na tabakové vyrobky
odsouhlasené s platnosti od ledna a kvétna 2004
sméruji k harmonizaci dani na cigarety s minimalnimi
sazbami EU, ke kterym se Ceské republika zavézala.

2003 2004
Spotrebni dan 1.leden 1. kvéten
Procentni slozka ad valorem
(% z maloobchodni ceny) 22% 23% 23%
Pevnéa sazba (K¢ za tisic ks) 360 480 480
Minimélnf sazba (K& za tisic ks)
Cigarety delsi nez 70mm 790 960
Cigarety délky do 70mm 670 900
Vsechny cigarety 940

Lednové zvyseni spotrebni dané zvedne maloobchodni
cenu podstatnym zplsobem pres miru inflace. V dobé
vydani této zpravy je jesté vétsina znacek cigaret
prodavana za ceny roku 2003, jelikoz se doprodévaji
zasoby vyrobené pred 31. lednem 2004. Nardst cen
plynouci ze zvyseni spotrebni dané mize zplsobit
prechod spotrebitell k levnéjsim znackam a ke
snizeni objem( prodeje na trhu s cigaretami.

Podnikatelské prostredi také muze byt dodate¢né
ovlivnéno zrusenim 55 % cla na dovoz cigaret ze zemf
Evropské unie po jejim rozsiteni k 1. kvétnu 2004.
Nasledné také vstoupi v platnost nové omezeni
tabakové reklamy k 1. cervenci 2004.

Slovensko

Ocekéava se, ze podnikani bude i nadéle nepriznivé
ovliviiovano dvojim zvysenim spotrebni dané z roku
2003, které zapfric¢inilo nartst maloobchodnich cen
vyrazné pres miru inflace, a které zvysilo tlak na
objemy prodeje a marze.

Outlook

Czech Republic

Parliament approved changes in tobacco excise tax
effective January and May 2004 in order to progress in
its obligation to harmonise cigarette taxes with
minimum EU requirements.

2003 2004
Excise tax Jan 1 May 1
Ad valorem rate
(% of retail selling price) 22% 23% 23%
Specific rate (CZK per ‘000) 360 480 480
Minimum rate (CZK per ‘000)
Cigarettes longer than 70mm 790 960
Cigarettes up to 70mm 670 900 >17<
All cigarettes 940

The January excise tax increase will drive retail price
increases substantially in excess of inflation. As of
the date of this report, most cigarette brands on

the market are still sold at 2003 retail prices from
inventories manufactured before January 31, 2004.
The price increases resulting from the excise tax
increase may cause a consumer shift to low price
brands and a contraction of the cigarette market.

The business environment could also be additionally
impacted by the elimination of the 55% import duty on
cigarettes imported from EU countries following EU
accession on May 1, 2004. Additionally, new cigarette
advertising restrictions will enter into force on July 1, 2004.

Slovakia

Business is expected to remain negatively impacted
by the two excise tax increases of 2003, which
drove retail price increases significantly in excess of
inflation, and which put pressure on volumes and
margins.



Vstric budoucnosti

a odhodlanim nasich lidi se divame do budoucna s optimismem.

We are optimistic that we can meet the challenges before us with our

brand portfolio, manufacturing facilities, and the strength of our people.




Tato zvySeni spotrebnich dani, ktera presahla

harmoniza¢ni plany odsouhlasené Evropskou unii,
prispéla spolecné se slabymi kontrolami na hranicich

k rychlému rozvoji nelegalniho trhu s cigaretami.
Pokracujeme v konstruktivnim dialogu s vladou

o podpore prevence nelegalniho trhu, obnovili jsme také
Memorandum o spolupréci s Celnim reditelstvim.

K 1. kvétnu 2004 bude zaveden smiSeny systém spotrebnich
danf v souladu se standardy EU, ktery se bude skladat

7 pevné sazby a procentni slozky ad valorem. Tato zména
jesté zvysi danové zatiZzeni znacek vyssi cenové kategorie.

Shrnuti

| nadale budeme smérovat nase Usili k rozvoji a rdstu,
budeme hledat prilezitosti k zefektivnéni nasich
obchodnich postupt a dalsimu snizeni naklada.
Jednim z opatfeni, které pripada v Gvahu, je
slouceni vyroby cigaret spole¢nosti Philip Morris CR a.s.
do zadvodu v Kutné Hore. V takovém pripadé
bychom nebrali dopad na zaméstnance nasi
hodoninské tovarny na lehkou vahu a stejné jako

v minulosti bychom dostéli véem zévazkdm socialné
zodpovédného zaméstnavatele.

Proziravost a varovna stanoviska

Cas od ¢asu mazeme pronést tstni nebo poskytnout
pisemné vyjadreni a predpovédi o nasi budoucnosti,
vCetné vyjadreni uvedenych v dokumentech
dorucovanych Komisi pro cenné papiry nebo jinym
Graddm, ve zprévach nasim akcionaram, v tiskovych
prohlasenich nebo ve zpravach pro investory na
internetu. Tato vyjadreni |ze charakterizovat slovy
strategie, oéekéavani, vyvoj, plany, predpovédi,
domnénky, postoje, odhady, Gmysly, projekty, cile,
zameéry, nebo jinymi slovy podobného vyznamu. Tato
vyjadreni |ze soucasné identifikovat tim, ze se nevztahuji
vylucné na historické nebo soucasné skutecnosti.

NemUzZeme zarudit, Ze jakékoli vyjadreni tykajici se
budoucnosti se skutecné naplni, ackoliv se
domnivame, ze jsme v nasich planech a predpovédich
obezretni. Dosazeni budoucich Gspéchd je rizikové

a nejisté a podléha nepresnosti predpokladd. Skutec¢né
vysledky se mohou lisit od téch predpokladanych,
predpovidanych nebo navrhovanych, a to v pripadé, ze
nastanou zndma nebo v soucasnosti neznama rizika

a nejistoty, nebo ze se vychozi predpoklady ukazi jako
nepresné. Investori by tato rizika méli mit na paméti
pri posuzovani progndz a pri zvazovani, zda investovat
nebo drzet akcie spole¢nosti Philip Morris CR a.s.

These tax increases in excess of the harmonization
schedule agreed with EU, coupled with weak border
controls, have contributed to the rapid development

of an illegal cigarette market. We continue to engage
constructively with the government to support the
prevention of illegal trade, and have renewed our
Co-operation Memorandum with the Customs Directorate.
The May 1, 2004 introduction of an EU-compatible
mixed excise tax structure with specific and ad valorem
elements will further increase the tax burden on
premium price brands.

General
We shall remain focused on striving for profitable
growth, and shall continue to seek opportunities to
streamline our business processes and further reduce
costs. One measure under consideration is to
consolidate all of Philip Morris CR's Czech cigarette
manufacturing in our Kutna Hora factory. In that event,
the impact on our Hodonin factory employees would
not be taken lightly, and - as in the past — we would
ensure the fulfillment of our obligations as a socially
responsible employer.
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Forward-Looking and Cautionary Statements
We may from time to time make written or oral
forward-looking statements, including statements
contained in filings with the Czech Securities
Commission 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”,

” o«

“expects”,

” o«

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.

We cannot guarantee that any forward-looking
statement will be realized, although we believe we
have been prudent in our plans and assumptions.
Achievement of future results is subject to risks,
uncertainties and inaccurate assumptions. Should
known or unknown risks or uncertainties materialize,
or should underlying assumptions prove inaccurate,
actual results could vary materially from those
anticipated, estimated or projected. Investors should
bear this in mind as they consider forward-looking
statements and whether to invest in or remain
invested in Philip Morris CR a.s. securities.



Prohlasujeme, ze (daje uvedené v Ucetni zaverce jakoz i Udaje v dalSich ¢astech vyrocni zpravy jsou ve vSech podstatnych

aspektech spravné a vSechny Udaje urcéené ke zverejnéni podle prislusnych pravnich predpist byly zverejnény.

Dne 12. 3. 2004 W %f"v\/\_\
—

K. lan Ferguson Robert Hutchison
predseda predstavenstva ¢len predstavenstva

Zprava dozorci rady

Dozoréi rada vyvijela svou ¢innost v souladu s ¢lankem Dozoréi rada prezkoumala konsolidovanou Gcéetni

17 Stanov spoleénosti. V prabéhu celého roku dozordi zavérku za rok 2003, Gcetni zavérku za rok 2003,

rada sledovala a hodnotila vyvoj a vedeni obchodni vcetné auditorskych zprév a navrh na rozdéleni zisku.

¢innosti spolecnosti a zvlastni pozornost vénovala jeji Konstatuje, Ze je s vysledky prezkouméani spokojena

finanéni situaci. a ze predlozené dokumenty byly vyhotoveny v souladu
s pravnimi predpisy a se stanovami spolecnosti.

Dozoréi rada byla béhem roku plné informovana Na zékladé toho dozoréi rada doporucuje, aby vyro¢ni

o prijimanych financ¢nich opatrenich a rovnéz valna hromada schvélila konsolidovanou Géetni zavérku

kontrolovala investi¢ni vydaje v souvislosti s rozpotem  a Ucetni zavérku a navrhované rozdéleni zisku.
a harmonogramem jejich uskutecnovéani. Dozorci rada

potvrzuje, 7e veskeré projekty byly pIné oddvodnéné

s ohledem na soucasné a budouci potreby spolecnosti.

Dozor¢i rada dale prezkoumala ve smyslu § 66a odst.10,
Obchodniho zakoniku Zpravu o vztazich mezi propojenymi
osobami a nema k ni vyhrad.

’
Dozoréi rada s potésenim sdéluje, ze je plné spokojena a%‘*

s obchodnimi aktivitami spolecnosti a jejiho vedeni,

jakoz i s ekonomickymi vysledky spole¢nosti.
Mats Sjoeblom
predseda dozorci rady



We confirm that the information contained in the financial statements as well as the accompanying annual report
is, in all material respects, accurate and all disclosures required by relevant legislation have been made.

March 12, 2004

K. lan Ferguson

Chairman of the Board of Directors

WW

Robert Hutchison
Member of the Board of Directors

Report of the Supervisory Board

The Supervisory Board conducted its activities in
accordance with Article 17 of the Company Articles.
The Supervisory Board monitored and reviewed the

activities of the Company throughout the year, keeping
a close and regular watch on the progress and the
management of the business as well as the financial
situation of the Company.

The Supervisory Board was fully advised throughout
the year of the financial controls in place, and also
reviewed the progress of capital expenditure projects
against budgets and timetables for their implementation.
The Supervisory Board is able to confirm that all
projects are fully justified in terms of the Company’s
current and future needs.

The Supervisory Board reviewed the Report on the relations
between related parties which was submitted by the
Board of Directors in accordance with the section 66a
of the Commercial Code and has no objections to it.

The Supervisory Board is pleased to report its complete
satisfaction with the business activities of the Company
and its Management, and the financial results of the Company.

The Supervisory Board reviewed the 2003 Consolidated
Financial Statements and the 2003 Financial Statements
of the Company, including the auditors’ reports, and

the proposal for the distribution of profits. The Supervisory
Board states that the submitted document have been
prepared in compliance with the laws and the Articles

of Association of the Company. It is therefore
recommended that the Consolidated Financial Statements
and the Financial Statements, together with the proposed
distribution of profits, be approved by

(,7%

Mats Sjoeblom

the Annual General Meeting.

Chairman of the Supervisory Board






V.Y R0 CNIT ZPRAVA 2 003 - FINANCNTI C¢CAST
ANNUAL REPORT 2 00 3 - FINANCIAL SECTION

Financni cast

Financial section




VYROCNI ZPRAVA 2003 - KONSOLIDOVANE FINANCNI VYSLEDKY
ANNUAL REPORT 2003 - CONSOLIDATED FINANCIAL RESULTS

Konsolidované
finanéni vysledky

Consolidated
financial results




VYROCNI ZPRAVA 2003 - KONSOLIDOVANE

Konsolidovana rozvaha

ke dni 31. 12. 2003 (v celych tisicich K&)

AKTIVA

Aktiva celkem

FINANCNI

VYSLEDKY

Dlouhodoby majetek

Dlouhodoby nehmotny majetek

Software

Nedokonceny dlouhodoby nehmotny majetek
Dlouhodoby hmotny majetek

Pozemky

Stavby

Samostatné movité véci a soubory movitych véci
Jiny dlouhodoby hmotny majetek

Nedokonceny dlouhodoby hmotny majetek
Poskytnuté zalohy na dlouhodoby hmotny majetek
Dlouhodoby finanéni majetek

Podily v Géetnich jednotkach pod podstatnym vlivem

Obézna aktiva

Zasoby

Materiél

Nedokoncené vyroba a polotovary
Vyrobky

Zbozi

Poskytnuté zalohy na zasoby
Dlouhodobé pohledavky
Pohledévky z obchodnich vztaht
Jiné pohledavky

Kratkodobé pohledavky
Pohledavky z obchodnich vztaha
Stéat — danové pohledavky
Dohadné Gcty aktivni

Jiné pohledavky

Kratkodoby finan¢ni majetek
Penize

Uéty v bankach

Casové rozliseni

Néklady pristich obdobi
Prijmy pristich obdobi

31. 12. 2002 31.12. 2001
16 429 234 15712 676
3025097 3324 303
45 083 53551
42 362 50 006
2721 3 545
2979 839 3270577
27763 28 077
1073 553 1155 896
1855 802 2041717
217 217

22 169 44 670
335 0

175 175

175 175

13 385 336 12 355 507
3990070 4726 501
2 249 478 3106 235
261 684 121016
1102 337 1232218
372576 267 032
3995 0
3053 665
2776 665

277 0

8974 244 7 086 641
286 960 288 179
1669 587 1410 150
133 849 17 644

6 883 848 5370 668
417 969 541700
21418 18 462
396 551 523 238
18 801 32 866

18 801 32 866

0 0



ANNUAL REPORT 2003 - CONSOLIDATED

Consolidated Balance Sheet

at December 31, 2003 (in K& 000's)

ASSETS

Total Assets

Fixed Assets & Investments

Intangible Fixed Assets

Software

CIP - Intangible Fixed Assets

Tangible Fixed Assets

Land

Constructions

Machinery & Equipment, Furniture & Fixtures
Other Tangible Fixed Assets

CIP - Tangible Fixed Assets

Advance Payments for Tangible Fixed Assets
Long-Term Financial Investments

Other Investments with Significant Influence

Current Assets

Inventories

Materials

Work-in-Progress

Finished Goods

Goods for Resale

Advance Payments for Inventory
Long-Term Receivables
Accounts Receivables - Trade
Other Receivables

Short-Term Receivables
Accounts Receivables - Trade
Tax Receivables

Accounts Receivables - Unvouchered
Accounts Receivables — Other
Cash

Cash on Hand / In Transit

Cash at Banks

Other Assets

Prepaid Expenses

Accrued Revenue

FINANCIAL RESULTS
31. 12. 2002 31.12. 2001
16 429 234 15712 676
3025097 3324 303
45 083 53551

42 362 50 006
2721 3 545
2979 839 3270577
27763 28 077
1073 553 1155 896
1855802 2041717
217 217

22 169 44 670

335 0

175 175

175 175

13 385 336 12 355 507
3990 070 4726 501
2249 478 3106 235
261 684 121016
1102 337 1232218
372576 267 032
3995 0
3053 665
2776 665

277 0

8974 244 7 086 641
286 960 288 179
1669 587 1410 150
133 849 17 644

6 883 848 5370 668
417 969 541700
21418 18 462

396 551 523238
18 801 32 866

18 801 32 866

0 0
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VYROCNI ZPRAVA 2003 -

Konsolidovana rozvaha

ke dni 31. 12. 2003 (v celych tisicich K&)

PASIVA

KONSOLIDOVANE

Pasiva celkem

Vlastni kapital

Zakladni kapital

Zé&kladni kapitél

Vlastni akcie a vlastni obchodnf podily
Kapitalové fondy

Emisni &zio

Ostatni kapitalové fondy

Ocenovaci rozdily z precenéni majetku a zévazkd
Zakonny rezervni fond

Nerozdéleny zisk minulych let

Vysledek hospodareni bézného Géetniho obdobi (+/-)

Mensinovy vlastni kapital

Cizi zdroje

Rezervy

Rezerva na dan z prijm
Ostatni rezervy

Dlouhodobé zavazky
Odlozeny danovy zavazek
Kratkodobé zavazky

Zé&vazky z obchodnich vztah(

Zavazky ke spolecnikdim, ¢lentim druzstva a k Gcastnik&im rizeni

Zévazky k zaméstnancim

Zé&vazky ze socialniho zabezpedeni a zdravotniho pojistént

Stét — danové zévazky a dotace
Dohadné Gcty pasivni
Jiné zévazky

Casové rozligeni

Vydaje pristich obdobf
Vynosy pristich obdobf

FINANCNI

VYSLEDKY

31. 12. 2002 31.12. 2001
16 429 234 15712 676
11 338 995 10 621 002

2 745 368 2 745 368
2 745 386 2 745 386
-18 -18
2327534 2 335 660
2 335235 2 335235
425 425

-8 126 0
550 789 550 979
1589 471 1277 904
4125 833 3711091
7974 5974
5043471 5047 940
1892 684 1835578
1868 096 1762 226
24 588 73 352
345 004 367 572
345 004 367572
2805783 2844790
648 888 535 366
4228 8 036
37983 38 596

29 444 31357
379 880 175579
116 928 264 216
1588 432 1791640
38 794 37 760

37 696 16 128
1098 21632



ANNUAL REPORT 2003 - CONSOLIDATED

Consolidated Balance Sheet

at December 31, 2003 (in K& 000's)

LIABILITIES & EQUITY

Total Liabilities & Equity

Equity

Common Stock

Registered Capital

Treasury Stock

Capital Funds

Common Stock Paid-in Capital
Other Capital Funds

Gains (+) / Losses () from Revaluation of Assets and Liabilities
Statutory Reserve Funds
Profit from Previous Years
Net Income for Year

Equity of Minority Interest

Total Liabilities

Provisions

Provision for Income Tax

Other Provisions

Long-Term Liabilities

Deferred Tax Liability

Current Liabilities

Accounts Payable - Trade
Dividends Payable

Payables to Employees

Payables to Social Security

Due to State — Taxes and Subsidies
Accounts Payable — Unvouchered
Accounts Payable — Other

Other Liabilities

Accrued Expenses

Deferred Revenues

FINANCIAL RESULTS
31. 12. 2002 31. 12. 2001
16 429 234 15712 676
11 338 995 10 621 002
2 745 368 2 745 368
2 745 386 2 745 386
-18 -18
2327534 2 335 660
2 335235 2 335235
425 425

-8 126 0

550 789 550 979
1589471 1277 904
4125 833 3711091
7974 5974
5043471 5047 940
1892 684 1835578
1868 096 1762 226
24 588 73 352

345 004 367 572
345 004 367 572
2805783 2844790
648 888 535 366
4228 8 036
37983 38 596

29 444 31357

379 880 175579
116 928 264 216
1588 432 1791640
38 794 37 760

37 696 16 128
1098 21632
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VYROCNI ZPRAVA 2003 - KONSOLIDOVANE FINANCNI VYSLEDKY

Konsolidovany vykaz zisku a ztraty

za rok konéici 31. 12. 2003 (v celych tisicich K&)

2002 2001
Trzby za prodej zbozi 1566 965 1330059
Néklady vynalozené na prodané zbozi -1 294 202 -608 688
Obchodni marze 272763 721371
Vykony 13 686 154 13 604 240
Trzby za prodej vlastnich vyrobkd a sluzeb 13 696 539 13 942 163
Zména stavu zasob vlastni ¢innosti -19 141 -344 513
Aktivace 8 756 6 590
Vykonova spotieba -6 492 419 -7 326 595
Spotreba materialu a energie -4 286 475 -5 148 709
Sluzby -2 205 944 -2 177 886
Pridana hodnota 7 466 498 6999 016
Osobni naklady -1 036 924 -992 065
Dané a poplatky -6 346 -7 806
Odpisy dlouhodobého nehmotného a hmotného majetku -517 904 -479 688
Trzby z prodeje dlouhodobého majetku 43 262 53372
Trzby z prodeje materialu 59 365 15037
Trzby z prodeje dlouhodobého majetku a materialu 102 627 68 409
ZUstatkovéa cena prodaného dlouhodobého majetku -37 552 -105 100
Prodany materiél -121 157 -72 852
ZUstatkova cena prodaného dlouhodobého majetku a materiélu -158 709 -177 952
Zména stavu rezerv a opravnych polozek
v provozni oblasti, naklad (-) / vynos (+) 34 623 136 997
Ostatni provozni vynosy 63 165 29 721
Ostatni provozni naklady -236 210 -207 350
Provozni vysledek hospodareni 5710 820 5 369 282
Zména stavu rezerv a opravnych polozek
ve finanénf oblasti, néklad () / vynos (+) 0 14 082
Vynosové Groky 253 563 172 553
Nakladové troky -1 238 -1827
Ostatni finan¢nf vynosy 130 257 97 821
Ostatni finan¢ni néklady -173 295 -185 347
Finanéni vysledek hospodareni 209 287 97 282
Dan z prijm0 za béznou ¢innost - splatna -1 849 602 -1776 370
Dan z pfijmG za béznou ¢innost — odlozena 22 539 1372
Dari z pfijma za béZnou éinnost -1 827 063 -1 774 998
Vysledek hospodareni za béZnou ¢innost 4093 044 3 691 566
Mimoradné vynosy 64 496 105 629
Mimoradné néklady -14 181 -82 814
Dan z prijm z mimoradné ¢innosti — splatné -15 526 0
Mimoradny vysledek hospodareni 34789 22 815
Vysledek hospodareni za G&etni obdobi (+/-) 4 127 833 3714 381
z toho
Hospodarsky vysledek bézného Gcetniho obdobi
bez mensinovych podild 4125 833 3711091
Mensinovy hospodérsky vysledek bézného tcetniho obdobf 2 000 3248
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ANNUAL REPORT 2003 - CONSOLIDATED

Consolidated Income Statement

for the Year Ended December 31, 2003 (in K& 000's)

Revenues from Sale of Purchased Goods
Cost of Trade Purchases
Margin

Sales of Production

Revenues from Sale of Manufactured Products
Change in Inventory of Manufactured Products
Capitalisation
Cost of Sales

Usage - Material & Utilities
Purchased Services
Value Added

Total Labour Costs

Taxes and Fees

Depreciation & Amortization

Revenue from Sale of Fixed Assets

Revenue from Sale of Materials

Revenue from Sale of Fixed Assets & Materials
Cost of Fixed Assets Sold

Cost of Materials Sold

Cost of Fixed Assets & Materials Sold

Change in Provisions and Reserves for Operating Liabilities
and Charges - Income (+) / Expense ()

Other Operating Revenues

Other Operating Expenses

Operating Profit

Change in Provisions and Reserves for Financial Liabilities
and Charges - Income (+) / Expense ()

Interest Income

Interest Expense

Other Financial Income

Other Financial Expense

Profit from Financial Operations

Income Tax on Ordinary Income - Current
Income Tax on Ordinary Income - Deferred
Tax on Income on Ordinary Activities

Income on Ordinary Activities

Extraordinary Revenues
Extraordinary Expenses
Tax on Extraordinary Income - Current

Extraordinary Income (+) / Loss (-)

Net Income for Year

From that:
Net Income for Year without Share of Minority Interest

Net Income for Year of Minority Interest

FINANCIAL RESULTS
2002 2001
1566 965 1330 059
-1 294 202 -608 688
272763 721371
13 686 154 13 604 240
13 696 539 13 942 163
-19 141 -344 513

8 756 6 590

-6 492 419 -7 326 595
-4 286 475 -5 148 709
-2 205 944 -2 177 886
7 466 498 6999 016
-1 036 924 -992 065
-6 346 -7 806
-517 904 -479 688
43 262 53372

59 365 15037
102 627 68 409
-37 552 -105 100
-121 157 -72 852
-158 709 -177 952
34 623 136 997

63 165 29721
-236 210 -207 350
5710820 5 369 282
0 14 082

253 563 172 553
-1238 -1827

130 257 97 821
-173 295 -185 347
209 287 97 282

-1 849 602 -1 776 370
22 539 1372
-1827 063 -1774 998
4 093 044 3 691 566
64 496 105 629

-14 181 -82 814
-15 526 0
34 789 22 815
4127 833 3714 381
4125 833 3711091
2000 3248
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VYROCNI ZPRAVA 2003 - KONSOLIDOVANE FINANCNI VYSLEDKY

Konsolidovany prehled o penéznich tocich

za rok konéici 31. 12. 2003 (v celych tisicich K&)

2002 2001
Stav penéznich prostredkd na zacatku acetniho obdobi 541 700 121 138
Ugetni zisk z bé&zné &innosti pred zdanénim 5920 109 5466 522
Upravy o nepenézni operace 152 466 209 672
Odpisy stélych aktiv 517 904 479 688
Zména stavu opravnych polozek a rezerv -56 929 -151 020
Zisk (-) / ztrata (+) z prodeje stalych aktiv -56 082 51729
Vyctované nakladové a vynosové troky -252 427 -170 725
Cisty penézni tok z provozni &innosti pred zdanénim,
zménami pracovniho kapitalu a mimoradnymi polozkami 6072 575 5676 194
Zmény stavu nepenéznich slozek pracovniho kapitalu -878 099 -1128 242
Zména stavu pohledavek z provozni ¢innosti,
aktivnich G¢td casového rozliseni a dohadnych Géta aktivnich -1 508 837 -2 517 806
Zména stavu zévazkd z provozni ¢innosti,
pasivnich G¢ta ¢asového rozliseni a dohadnych Gét pasivnich -105 693 -283 995
Zména stavu zasob 736 431 1673 559
Cisty penéZni tok z provozni &innosti pred zdan&nim
a mimoradnymi polozkami 5194 476 4 547 952
Vyplacené droky s vyjimkou kapitalizovanych Grokd -1137 -1990
Prijaté droky 135589 166 003
Zaplacené dan z prijm0 za béznou ¢innost a za domérky
dané za minulé obdobf -1 884 826 -1 525 819
Prijmy a vydaje spojené s mimoradnymi pripady 48 577 28 272
Cisty penéZni tok z provozni &innosti 3492 679 3214 418
Vydaje spojené s porizenim stélych aktiv -252 433 -267 164
Prjmy z prodeje stélych aktiv 43 262 53372
Cisty penézni tok vztahujici se k investiéni &innosti -209 171 -213 792
Zména stavu dlouhodobych a kréatkodobych zévazkd -3 808 -213
Vyplacené dividendy -3 403 431 -2579 851
Cisty penézni tok vztahujici se k finanéni &innosti -3 407 239 -2 580 064
Cisté zvySeni resp. snizeni penéznich prostiedka -123 731 420 562
Stav penéznich prostredkd a penéznich ekvivalentd
na konci ucéetniho obdobi 417 969 541 700
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ANNUAL REPORT 2003 - CONSOLIDATED

Consolidated Cash Flow Statement

for the Year Ended December 31, 2003 (in K& 000's)

Cash and cash equivalents at the beginning of the year

Net profit (loss) on ordinary activities before tax

Adjustment for non-cash transactions

Depreciation and amortization

Change in provisions

Profit (-) / loss (+) from disposal of fixed assets

Net interest income

Net cash flows from ordinary activities before tax,
changes in working capital and extraordinary items

Working capital changes

Increase in receivables and prepayments

Increase (+) / decrease (-) in short-term payables and accruals
Increase (-) / decrease (+) in inventories

Net cash flows from ordinary activities

before tax and extraordinary items

Interest paid

Interest received

Income tax on ordinary activities paid

Cash movements relating to extraordinary profit

Net cash flows from ordinary activities

Acquisition of fixed assets

Proceeds from sale of fixed assets

Net cash flows from investing activities
Change in long and short-term liabilities
Dividends paid

Net cash flows from financing activities

Net increase (+) / decrease (-) in cash and cash equivalents

Cash and cash equivalents at the end of the year

FINANCIAL RESULTS
2002 2001
541700 121 138
5920 109 5466 522
152 466 209 672
517 904 479 688
-56 929 -151 020
-56 082 51729
-252 427 -170 725
6 072575 5676 194
-878 099 -1 128 242
-1 508 837 -2 517 806
-105 693 -283 995
736 431 1673 559
5194 476 4 547 952
-1137 -1 990
135 589 166 003

-1 884 826 -1 525819
48 577 28272
3492679 3214418
-252 433 -267 164
43 262 53372
-209 171 -213 792
-3 808 -213
-3403 431 -2 579 851
-3 407 239 -2 580 064
-123 731 420 562
417 969 541700
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VYROCNI ZPRAVA 2003 - KONSOLIDOVANE FINANCNI VYSLEDKY

Konsolidovany prehled o zménach vlastniho kapitalu

za rok konéici 31. 12. 2003 (v celych tisicich K&)

2002 2001
Zakladni kapital
Pocétedni zGstatek k 1. 1. 2 745 386 2 745 386
Pohyby v prabéhu roku 0 0
Konecny zudstatek k 31. 12. 2 745 386 2 745 386
Vlastni akcie
Pocéatecni zGstatek k 1. 1. -18 18
Pohyby v prabéhu roku 0 0
Kone¢ny zdstatek k 31. 12. -18 -18
Emisni azio
Pocatecni zGstatek k 1. 1. 2 335235 2 335235
Pohyby v prabéhu roku 0 0
Kone¢ny zdstatek k 31. 12. 2335 235 2335235
Rezervni fondy
Pocétedni ztstatek k 1. 1. 550 979 550 979
Pohyby v prabéhu roku 0 0
Kurzové rozdily -190 0
Kone¢ny zdstatek k 31. 12. 550 789 550 979
Kapitalové fondy
Pocétedni zGstatek k 1. 1. 425 425
Pohyby v prabéhu roku 0 0
Konecny zudstatek k 31. 12. 425 425
Rozdily z precenéni nezahrnuté do vysledku hospodareni
Pocéatecni ztstatek k 1. 1. 0 0
Ocenovaci rozdily z precenéni na reélnou hodnotu
- u finanénich derivatd 0 0
- u investic -8 126 0
Kone¢ny zdstatek k 31. 12. -8 126 0
Nerozdélené zisky
Pocétedni ztstatek k 1. 1. 4988 995 3876 333
Vysledek hospodareni za Géetni obdobi 4125 833 3711091
Schvélené dividendy -3 404 279 -2 580 663
Odmeény ¢lentim dozordi rady -110 -100
Prevod nevyzvednutych dividend 4652 1128
Prevod do zavazkd vici zaméstnancdm dceriné spolecnosti -4 913 -1 057
Kurzové rozdily 5126 -17 737
Koneény zdstatek k 31. 12. 5715 304 4 988 995
Vlastni kapital celkem 11 338 995 10 621 002
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CONSOLIDATED

Consolidated Changes in Equity

for the Year Ended December 31, 2003 (in K& 000's)

Common Stock

Balance at 1. 1.
Movements during the year
Balance at 31. 12.

Treasury Stock

Balance at 1. 1.
Movements during the year
Balance at 31. 12.

Common Stock Paid-in Capital
Balance at 1. 1.

Movements during the year
Balance at 31. 12.

Statutory Reserve Funds
Balance at 1. 1.
Movements during the year
Currency translation
Balance at 31. 12.

Other Capital Funds
Balance at 1. 1.
Movements during the year
Balance at 31. 12.

Assets and Liabilities Revaluation
Balance at 1. 1.

Fair value gain (+) / losses (-)

- financial derivatives

- financial investments

Balance at 31. 12.

Retained Earnings

Balance at 1. 1.

Net profit for current period
Dividends

Supervisory Board members fee
Forfeited dividends

Transfer to Liabilities to Employees of the Subsidiary

Currency translation
Balance at 31. 12.

Total Equity

FINANCIAL RESULTS
2002 2001

2 745 386 2 745 386
0 0

2 745 386 2 745 386
-18 -18

0 0

-18 -18
2335235 2335235
0 0
2335235 2 335235
550 979 550 979

0 0

-190 0

550 789 550 979
425 425

0 0

425 425

0 0

0 0

-8 126 0

-8 126 0
4988 995 3876 333
4125 833 3711091
-3 404 279 -2 580 663
-110 -100
4652 1128

-4 913 -1 057
5126 -17 737
5715 304 4 988 995
11 338 995 10 621 002
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Priloha ke konsolidované Géetni zavérce

ke dni 31. 12. 2003

I. OBECNE UDAJE

1. Popis Skupiny

Konsolidovanou téetn{ zavérku sestavuje Philip Morris CR a.s. (dale ,Spolegnost®) se sidlem Vitézna 1, Kutna Hora, Ceské

republika. Skupina se zabyvé vyrobou, prodejem, distribuci a marketingem tabékovych vyrobkd a poskytovanim jinych sluzeb.

Do konsolida¢niho celku (déle ,Skupina®) byla vedle Spole¢nosti, kterd je matefskou spoleénosti, zahrnuta spoleénost
Philip Morris Slovakia s.r.o. se sidlem Radianska 44, Bratislava, Slovenska republika (dale ,Dcefiné spole¢nost®). Spolednost
vlastni 99 % podil v Dceriné spolecnosti, ktery predstavuje 22 770 tis. Sk, ekvivalent 17 922 tis. K¢, z celkového zékladniho
kapitalu 23 000 tis. Sk, ekvivalent 18 110 tis. K.

2. Zakladni vychodiska pro vypracovani konsolidované ucetni zavérky

Konsolidované podniky s rozhodujicim vlivem jsou ty, v nichz ma Spole¢nost bud primo nebo neprimo podil vice nez
poloviny hlasovacich prév nebo jinak vykonéva kontrolu nad jejich chodem. Konsolidovana Géetni zavérka k 31. 12. 2003
je sestavena v souladu se zékonem o Gdetnictvi a pifsludnou legislativou Ceské republiky, na zakladé Gdetnich zavérek
Spoleénosti a Dceriné spole¢nosti k 31. 12. 2003 s pouzitim metody plné konsolidace, primym zpdsobem, na zékladé
historickych cen. VSechny transakce v ramci konsolidovanych spolecnosti, zGstatky a nerealizované zisky a ztraty na
transakcich mezi konsolidovanymi spole¢nostmi, se vylucuji. V nezbytnych pripadech se pro zajisténi souladu s postupy

pouzivanymi Skupinou zménily Gcetni postupy pro Dcefinou spole¢nost. Samostatné je vykazovadn mensinovy podil.

Ugetn( zévérka Dcefiné spolegnosti k 31. 12. 2003 je prepoditana na &eské koruny kursem Ceské narodni banky platnym
ke dni uzavirani Gcéetnich knih Spole¢nosti, tj. k 31. 12. 2003.

II. INFORMACE O POUZITYCH UCETNICH METODACH, OBECNYCH UCETNiCH ZASADACH
A ZPUSOBECH OCENOVANI

Pri zpracovani konsolidované Gcetni zavérky za rok 2003 pouzila Skupina nésledujici Géetni zasady a zpUsoby ocerovéant:

a) Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek porizeny koupi je Gctovan v porizovaci cené. Dlouhodoby nehmotny majetek vytvoreny vlastni
¢innostf je ocenén vlastnimi néklady bezprostredné souvisejicimi s vytvorenim tohoto majetku, nebo reprodukéni porizovaci cenou,
je-li nizsi. Dlouhodoby nehmotny majetek s cenou nad 60 tis. K¢ je odepisovan metodou rovnomeérnych odpist po dobu 3 -5 let.
Nehmotny majetek s cenou do 60 tis. K& (,drobny nehmotny majetek®) se Gétuje pFi pofizeni v pIné vyi pifmo do nakladd.

b) Dlouhodoby hmotny majetek
(i) U&etni hodnota

Dlouhodoby hmotny majetek porizeny koupfi je Gétovan v porizovaci cené, kterd zahrnuje cenu porizeni a néklady s tim
spojené (néklady na dopravu, clo a monté? apod.). Dlouhodoby hmotny majetek vytvoreny vlastn{ &innostf je ocenén
vlastnimi néklady bezprostredné souvisejicimi s vytvorenim tohoto majetku, nebo reprodukéni porizovaci cenou, je-li nizsi.
Vydaje na rozsiteni, modernizaci a inovaci vedouci ke zvysené produktivité, kapacité nebo efektivnosti, ¢i k prodlouzent
Zivotnosti aktiv jsou aktivovany. Hmotny majetek s cenou do 60 tis. K& (,drobny hmotny majetek) se Gétuje p¥i jeho potizent
primo do nakladd. Pred 1. 1. 2003 byl dlouhodoby hmotny majetek v porizovaci cené mezi 40 tis. K¢ a 150 tis. K& aktivovan
a v plné vysi odepsan v roce porizeni. Naklady na opravy a udrzovani se G¢tuji do nékladd v obdobi, v némz vznikly.
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Notes to Consolidated Financial Statements

at December 31, 2003

|. GENERAL INFORMATION

1. Group Description

The consolidated financial statements are compiled by Philip Morris CR a.s. ("the Company") with its registered office at
Vitézna 1, Kutna Hora, Czech Republic. The Company's business is the production, sale, distribution and marketing of tobacco
products and other services.

The Consolidated Group ("the Group") comprises the Company and its subsidiary Philip Morris Slovakia s.r.o. with its registered
office in Bratislava, Racianska 44, Slovak Republic ("the Subsidiary"). The Company has a 99% interest in the Subsidiary
representing Sk 22 770k (equivalent to K& 17 922k) of the registered capital of Sk 23 000k (equivalent to K& 18 110k).

2. Basis for preparation of Consolidated Financial Statements

Subsidiary undertakings, which are those companies in which the Group, 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.
The consolidated financial statements at December 31, 2003 have been prepared in accordance with the Act on Accounting
and supporting accounting legislation, valid in the Czech Republic, based on the financial statements of the Company
and its Subsidiary at December 31, 2003 in a direct manner using the acquisition accounting method based on the historic
cost convention. All intercompany transactions, balances and unrealized surpluses and deficits on transactions between
group companies have been eliminated. Where necessary, accounting policies for the Subsidiary are changed to ensure
consistency with the policies adopted by the Group. Separate disclosure is made of minority interest.

The exchange rate of the Czech National Bank at December 31, 2003 was used for the conversion of the Subsidiary's
financial statements at December 31, 2003 to Czech crowns.

3. Explanation added for English translation

The accounting principles used in the preparation of the consolidated financial statements may differ from those used
in other countries. This English version is a translation of the original Czech version.

Il. INFORMATION ON ACCOUNTING METHODS, GENERAL PRINCIPLES AND METHODS OF VALUATION

The main accounting principles and valuation methods applied by the Group in preparing the 2003 consolidated financial
statements were as follows:

a) Intangible fixed assets

Intangible fixed assets acquired by purchase are valued at acquisition cost. Internally developed intangible fixed assets
are valued at the lower of direct and indirect costs incurred in connection with the creation of intangible fixed assets and
estimated net realizable value. Intangible fixed assets, where the acquisition cost exceeds K¢ 60k, are capitalized and
amortized on a straight-line basis over 3 - 5 years. Intangible fixed assets with a cost below K& 60k ("low value intangible
assets") are expensed in the year of acquisition.

b) Tangible fixed assets
(i) Carrying value

Tangible fixed assets acquired by purchase are valued at acquisition cost which include the acquisition price and other
related costs (freight, customs duties, construction and installation costs, etc.). Internally developed tangible fixed assets

>37<



>38<

VYROCNI ZPRAVA 2003 - KONSOLIDOVANE FINANCNI VYSLEDKY

(ii) Odpisovy plan
Skupina odpisuje dlouhodoby majetek rovnomérné na zékladé roénich odpisovych sazeb vychazejicich z nésledujiciho
odhadu doby Zivotnosti (v letech):

Stavby 15 - 25
Stroje, pristroje a zarizeni 5 - 15
Zatizeni pro zpracovani dat 3 - 5
Dopravnf prostredky 3 -

Inventar 3 - 10

Pozemky a umélecka dila nejsou odepisovany.

c) Ostatni dlouhodobé cenné papiry

Kétované i nekdtované realizovatelné cenné papiry jsou ocenény reédlnou hodnotou.

d) Zasoby

Nakoupené zésoby (material a zboZf) jsou ocenény skute¢nou pofizovaci cenou. Pofizovaci cena zasob zahrnuje cenu
porizeni a ostatni naklady souvisejici s porizenim. V hodnoté tabakovych nélepek, nedokonéené vyroby, hotovych vyrobkd
a nakupovaného zbozi je zahrnuta i spotrebni dan. Hodnota nedokoncené vyroby a hotovych vyrobkd zahrnuje primé
materiélové naklady a vyrobni rezii. Vyrobni rezie zahrnuje predevsim mzdy, odpisy, spotrebu energii, ndklady na opravy

a udrzovani apod. Vétsina materiadlovych zésob je ocenéna v priimérnych cenach.

e) Pohledavky

Pohledavky jsou vykéazany v jejich nominélni hodnoté. K pochybnym pohledavkam se vytvari opravné polozka. Pokud je

pohledévka identifikovana jako nedobytna, je odepsana.

f) Finanéni derivaty

Pro Gcely Fizeni kursovych rizik spojenych s nékterymi pevnymi zavazky a ocekévanymi transakcemi Skupina pouziva

finanéni derivatové néstroje. Financni derivéty jsou prvotné zachyceny v porizovaci cené a néasledné jsou precenény na
realnou hodnotu k datu Gcéetni zavérky. Skupina pouziva derivatové financnf nastroje k ekonomickému zajisténi svych
transakcl. Pro G&ely Gcéetnictvi Skupina &leni derivatové finandni nastroje na derivaty k obchodovén( a derivaty zajistovaci.
Zajistovaci derivaty zajistuji bud redlnou hodnotu aktiv a zavazkd, nebo budouci penézni toky. Skupina Gétuje o derivatech
jako o zajistovacich derivéatech v pripadé, kdy jsou spinéna kritéria pro pouZiti zajistovaciho Géetnictvi tykajici se pozadované

dokumentace a G¢innosti zajistént.

Zmény realnych hodnot finanénich derivatd, které jsou oznaceny za Gc¢inné zajisténi budoucich penéznich tokl souvisejicich
s pevnymi zévazky a ocekavanymi transakcemi, jsou zachyceny pfimo ve vlastnim kapitalu. Hodnoty zachycené ve vlastnim
kapitélu jsou rozpoustény do vykazu zisku a ztraty ve stejném obdobf, ve kterém piislusna zajisténa polozka (aktivum, zavazek
nebo predpokladané transakce) ovlivni &isty hospodarsky vysledek. V piipadé, Ze zajisténa polozka vyUsti v zaltovan( aktiva
nebo zévazku, jsou v okamziku zalctovani aktiva nebo zévazku souvisejici zisky nebo ztraty, které byly drive vykézény v ramci
vlastniho kapitélu, zahrnuty do prvotniho ocenéni daného aktiva nebo zavazku. Zmény redlnych hodnot finanénich derivatd,

které nesplnuji podminky pro G¢tovani o zajistént, jsou zalctovany do vykazu zisku a ztraty v obdobi, ve kterém jsou zaznamenéany.

Skupina prestane Gctovat o zajisténi v pripadé, Ze vyprsi doba platnosti zajistovaciho néstroje nebo je tento zajistovaci
nastroj prodan, ukoncen nebo realizovén, nebo pokud jiz nesplnuje kritéria pro Gctovani o zajisténi. Pri zajisténi budoucich
penéznich tokd jsou jakékoliv kumulativni zisky nebo ztraty souvisejici se zajistovacim néstrojem evidované v rdmci
vlastniho kapitélu nadéle zachyceny ve vlastnim kapitalu az do doby, nez dojde k realizaci oéekavané transakce. Pokud
podle ocekévani jiz nema k zajisténé transakci dojit, jsou Cisté kumulativni zisky nebo ztraty zaGétované ve vlastnim

kapitalu prevedeny do ¢istého hospodarského vysledku za dané obdobi.
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are valued at the lower of direct and indirect costs incurred in connection with the creation of tangible fixed assets and
estimated net realizable value. The costs of expansion, modernization and improvement leading to increased productivity,
capacity or efficiency or to an extension of the useful life of the assets are capitalized. Tangible fixed assets with a cost
below K& 60k ("low value tangible assets") are expensed in the year of acquisition. Prior to January 1, 2003, tangible fixed
assets with an acquisition cost between K¢ 40k and K& 150k were capitalized and fully depreciated in the year of acquisition.
Repair and maintenance costs are usually expensed as incurred.

(ii) Depreciation Plan

The Group depreciates its tangible fixed assets on a straight-line basis at annual rates over their expected useful lives (in years):

Constructions 15 - 25
Machinery and equipment S - 15
IT equipment 3 - 5
Vehicles 3 -

Furniture and fixtures 3 - 10

Land and works of art are not depreciated.

c) Long-term financial investments

Listed and unlisted trading securities are recorded at fair value.

d) Inventories

Raw materials, other supplies, and finished goods are valued at cost. Cost includes related external acquisition costs. Fiscal
stamps, work-in-progress, finished goods and goods for resale include excise taxes. The value of work-in-progress and finished goods
includes allocated overhead costs. Overhead costs include labor, depreciation, power and heating, repair and maintenance, and
other related costs. The value of leaf, operating supplies and spare parts is determined on the basis of moving average cost.

e) Receivables

Receivables are carried at their nominal value. The allowances are created for receivables due from debtors involved in bankruptcy
and doubtful debts. Receivables identified as bad debts and statute-barred debts are written-off and the allowance is eliminated.

f) Derivative financial instruments

The Group uses derivative financial instruments to hedge its risks associated with foreign currency fluctuations relating to
certain firm commitments and forecasted transactions. Derivative financial instruments are initially recognized
on the balance sheet at cost and are subsequently remeasured to fair value at the balance sheet date. For the purposes
of financial reporting the Group classifies derivatives as financial instruments held for trading or for hedging. Derivative
financial instruments hedge either the fair value of assets, liabilities or future cash flows. The Group applies hedge accounting
provided that qualifying criteria in relation to documentation and hedge effectiveness are met.

Changes in the fair value of derivative financial instruments that are designated and effective as hedges of future cash
flows relating to firm commitments and forecasted transactions are recognized directly in equity. Amounts deferred
in equity are recognized in the income statement in the same period in which the hedged item (asset, liability or forecasted
transaction) affects net profit or loss. If the hedged item results in the recognition of an asset or a liability at the time
the asset or liability is recognized, the associated gains or losses of the derivative that had previously been recognized
in equity are included in the initial carrying value of the asset or liability. Changes in the fair value of derivative financial
instruments that do not qualify for hedge accounting are recognized in the income statement as they arise.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated, exercised or no longer
qualifies for hedge accounting. In a discontinued cash flow hedge, any cumulative gain or loss on the hedging instrument
recognized in equity is retained in equity until the forecasted transaction occurs. If a hedged transaction is no longer
expected to occur, the net cumulative gain or loss recognized in equity is transferred to net profit or loss for the period.

>39<



>40<

VYROCNI ZPRAVA 2003 - KONSOLIDOVANE FINANCNI VYSLEDKY

g) Opravné polozky a rezervy

Opravné polozky k zadsobédm, dlouhodobému majetku a finanénimu majetku ocenénému v historickych cenéch jsou

vytvareny v pfipadech, kdy uzitna (trzni & jina re4lna) hodnota sledovaného majetku je nizsi nez Géetni hodnota a toto

snizeni nenf trvalého charakteru.

Skupina tvori rezervy, pokud ma soucasny zavazek, je pravdépodobné, ze bude na vyporadani tohoto zévazku treba

vynalozit vlastni zdroje, a existuje spolehlivy odhad vyse zavazku.

h) Piepodet operaci v cizich ménach

Spole¢nost:

Majetek porizeny v cizi méné byl prepocten na K& pevnym kursem platnym v dobé jeho pofizeni. Cizi ména v hotovosti,
pohledavky a zévazky v cizi méné se prepoditavaji na K& pevnym kursem platnym ke dni jejich vzniku. Pevny kurs pro
dany mésic je kurs vyhlageny Ceskou narodnf bankou v posledni pracovni den ptedchoziho mésice.

Vsechny kursové zisky a ztraty z prepoctu pohledévek a zavazk( jsou Gctovany do vykazu zisku a ztraty.

Dcefina spolecnost:
Majetek, penézni prostredky, pohledévky a zévazky v cizi méné byly prepocteny na Sk kursem Slovenské narodni banky
platnym v den zaG&tovani Géetniho pripadu.

Vsechny kursové zisky a ztraty z prepoctu pohledéavek a zavazk( jsou Gctovany do vykazu zisku a ztraty.

Skupina:
Ke dni sestaveni konsolidované Gcetni zavérky jsou vSechny zlstatky v cizi méné prepocteny na ¢eskou ménu kursem

vyhléagenym Ceskou nérodni bankou k rozvahovému dni.

i) Odlozen4 daf z pfijma

Odlozenéa dan se zjistuje ze v8ech docasnych rozdilt mezi Gcetn{ zUstatkovou hodnotou aktiva nebo pasiva v rozvaze
a jejich danovou hodnotou jako soucin vysledného doc¢asného rozdilu a sazby dané z prijmU platné pro pristi obdobi, kdy
se ocekavé realizace docasnych rozdild. Odlozena danové pohledéavka je zalcétovana, pokud je pravdépodobné, Ze ji bude
mozné danoveé uplatnit v nésledujicich Géetnich obdobich. Odlozena dan je zatctovana do vykazu zisku a ztréaty s vyjimkou
pripadd, kdy se vztahuje k polozkdm Gétovanym primo do vlastniho kapitélu. Pak je také zahrnuta do vlastniho kapitélu.

s z

j) Uétovani naklada a vynosa

Vynosy se Gctuji v okamziku, kdy jsou vyrobky dodany, nebo sluzba poskytnuta. Naklady se Gctuji ¢asové rozlisené, tj. do
obdobi, s nimz vécné a dasové souvisi, bez ohledu na okamzik platby. Néklady, které se tykaji budoucich obdobi, jsou

casové rozlisené ve formé nakladl pristich obdobi. Tyto néklady zahrnuji zejména néklady na pojistné, ndjemné za

administrativni a skladovaci prostory a néklady za reklamu v médiich placené predem.

k) Najem

Skupina ma v uzivani urcity majetek, predevsim skladovaci prostory a kancelarské budovy, ktery je v prondjmu na zékladé

7

uzavienych smluv o pronajmu. Najemné souvisejici s uzivanim téchto prostor je iétovéno primo do nakladd.

1) Sp¥iznéné osoby
Skupina povazuje svoji materskou spole¢nost a ostatni spolecnosti skupiny Altria, ¢leny predstavenstva a dozorci rady

Skupiny, osoby blizké témto osobam a spolec¢nosti, které maji spolec¢ného ¢lena vedeni se Spolecnosti, za spriznéné strany.
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g) Provisions

Provisions for inventories, fixed assets, and financial investments carried at historical costs are made when the carrying value

of the assets is higher than their net realizable value and the decrease in the valuation is not permanent.

Other provisions are recognized when the Group has a present obligation, it is probable that an outflow of resources will

be required to settle the obligation, and a reliable estimate of the amount can be made.

h) Foreign currency transactions

The Company:

Costs of asset acquisitions denominated in foreign currencies are converted to Czech Crowns at the fixed monthly exchange
rate valid on the date of acquisition. Foreign currency on hand and receivables and payables denominated in foreign
currencies are translated to Czech crowns at fixed monthly exchange rates. The fixed monthly rate
is the rate of the Czech National Bank applicable on the last working day of the month for the following month.

All exchange gains and losses on financial assets and liabilities are recorded in the income statement.

The Subsidiary:
Costs of asset acquisitions, cash, receivables and payables denominated in foreign currencies are converted to Slovak
Crowns at the daily exchange rate of the Slovak National Bank. All exchange gains and losses on financial assets and

liabilities are recorded in the income statement.

The Group:
At the year-end, all balances in foreign currencies are translated with the Czech National Bank exchange rate applicable

on the balance sheet day.

i) Deferred income tax

Deferred income tax is recognized on all temporary differences between the carrying amount of assets and liabilities
in the balance sheet and their tax base using the income tax rate valid for the future periods in which the temporary
difference is expected to reverse. Deferred tax assets are recognized if it is probable that sufficient future taxable profit
will be available against which the assets can be utilized. Deferred tax is charged or credited to the profit and loss account,

except when it relates to items charged or credited directly to equity, in which case the deferred tax also affects equity.

j) Recognition of revenues and expenses

Revenues are recognized when goods are delivered or when services are rendered to customers. Expenses are recognized
on an accrual basis. Expenses relating to future periods are accounted for as prepaid expenses. Prepaid expenses include

prepayments for insurance, rent and advertising.

k) Leases

The Group uses certain assets, primarily warehousing and office premises, which are held under normal rental agreements.

Rent on these premises is expensed.

1) Related parties
The Group considers its parent company and other companies of the Altria group, members of its Board of Directors,

Supervisory Board, parties close to such members and companies with the same member of management to be related parties.
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m) Mimofadné polozky
Mimoradné polozky obsahuji vynosy a néklady z operaci zcela mimoradnych vzhledem k bézné ¢innosti Skupiny, jakoz

i vynosy a néklady z mimoradnych udélosti nahodile se vyskytujicich.

n) Zmény Géetnich postupli, zpGsobu ocefiovani a uspofaddani polozek Géetni zavérky oproti predchozimu
ucetnimu obdobi

Nasledujici zmény vyplyvaji z prijeti Gcetnich postupd pozadovanych zdkonem o Gcéetnictvi od 1. 1. 2002 a vyhlasky

¢. 500/2002 Sb. od 1. 1. 2003. Srovnatelné finanéni informace nebyly zpétné prepracovény, protoze Skupina nezavedla

zmény Gletnich postupl se zpétnou Gdinnosti.

Zmény v Ucetnich postupech ovlivnily vlastni kapitél k 31. 12. 2002 a vykaz zisku a ztraty nésledovné:

2002
Vlastni kapitél k 1. 1. (jak vykazéno v G&etni zavérce k 31. 12. 2001) 10 621 002
Dopad zmén Gcetnich postupud na nerozdéleny zisk -8 126
Precenéni cennych papirt reédlnou hodnotou -8 126
Dopad zmén Gcetnich postupt na mimoradné polozky ve vykazu zisku a ztraty 25987
Nerealizované kursové rozdily k 31. 12. 2001 3 596
Rozpusténi rezervy na nerealizované kursové ztraty 14 265
Rozpusténi opravnych polozek k cennym papirdm 8126
Upraveny zdstatek vlastniho kapitalu k 1. 1. (odraZejici uvedené zmény) 10 638 863

V pripadé, kdy doslo ke zméné klasifikace rozvahovych polozek, srovnatelné Gdaje za obdobi 2002 a 2001 byly
preklasifikovény, aby podéavaly informace porovnatelné s prezentaci za rok 2003. Tyto preklasifikace neovlivnily vlastni
kapital k 31. 12. 2002 a k 31. 12. 2001 a hospodarsky vysledek za rok 2002 a 2001.

Shrnuti v8ech zmén Gcetnich postupd vyplyvajicich z prijeti pozadavkd zédkona o Gdetnictvi a vyhlasky ¢. 500/2002 Sb. je

nésledujici:

Technické zhodnoceni dlouhodobého majetku
Technické zhodnoceni dlouhodobého majetku je k 31. 12. 2003 vykazano v radku stavby. Srovnatelny Gdaj k 31. 12. 2002
a 31. 12. 2001 byl preklasifikovén z radku jiny dlouhodoby majetek do prislusné kategorie dlouhodobého majetku.

OdloZenéa dan
Cisty odlozeny damovy zavazek je k 31. 12. 2003 vykazan v dlouhodobych zavazcich. Srovnatelny ddaj k 31. 12. 2002
a 31. 12. 2001 byl preklasifikovén z rezerv do dlouhodobych zavazkd.

Dan z prijma
Dan z prijm0 pravnickych osob je k 31. 12. 2003 a k 31. 12. 2002 vykazéna v rozvaze v rémci rezerv. Srovnatelny (daj
k 31. 12. 2001 byl preklasifikovan do stejné kategorie.

Dohadné Gcty aktivni
Dohadné Gcty aktivni jsou k 31. 12. 2003 vykazany v kradtkodobych pohledavkéch. Srovnatelny Gdaj k 31. 12. 2002
a k 31. 12. 2001 byl preklasifikovan z ostatnich aktiv do kratkodobych pohledavek.

Dohadné uéty pasivni
Dohadné Gcty pasivni jsou k 31. 12. 2003 vykazany v kratkodobych zavazcich. Srovnatelny Gdaj k 31. 12. 2002
a k 31. 12. 2001 byl preklasifikovan z ostatnich pasiv do kratkodobych zavazka.
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m) Extraordinary items

Extraordinary items are income or expenses that arise from events or transactions that are clearly distinct from the ordinary activities

of the Group as well as income or expenses from events or transactions that are not expected to recur frequently or regularly.

n) Changes in the accounting procedures

The following changes result from adoption of the principles required by the Act on Accounting effective January 1, 2002
and by Regulation No. 500/2002 Col. effective January 1, 2003. The Group has not adopted changes in accounting policies

retroactively, therefore comparable financial information has not been restated.

The changes in accounting policies affected the equity at December 31, 2002 and the income statement for the year 2002 as follows:

2002
Equity at January 1, 2002 (as previously reported) 10 621 002
Effects of changes in accounting policies included in retained earnings -8 126
Remeasurement of derivatives and securities at fair value -8 126
Effects of changes in accounting policies included in extraordinary items 25987
Realization of unrealized exchange rate differences existing at December 31, 2001 3 596
Release of provisions for unrealized exchange rate differences 14 265
Release of provisions for trading securities 8126
Pro-forma equity at January 1, 2002 (reflecting these effects) 10 638 863

Where relevant, comparative figures for the years 2002 and 2001 were reclassified to provide comparable presentation with
the 2003 balances. The reclassifications do not affect the equity at December 31, 2002 and at December 31, 2001 and net
income for the years 2002 and 2001.

The changes made in accordance with the amendments to the Act on Accounting and Regulation No. 500/2002 Col.

can be summarized as follows:

Leasehold improvements of fixed assets
Leasehold improvements of fixed assets for the year ended December 31, 2003 are classified within constructions.

Comparative figures at December 31, 2002 and at December 31, 2001 have been reclassified accordingly.

Deferred tax
The deferred tax liability is classified within long-term payables at December 31, 2003. Comparative figures
at December 31, 2002 and at December 31, 2001 have been reclassified accordingly.

Income tax provision
Corporate income tax payable at December 31, 2003 and at December 31, 2002 is classified within provisions.

The comparative figure at December 31, 2001 has been reclassified accordingly.

Accounts receivables — unvouchered
Accounts receivables — unvouchered are classified within short-term receivables at December 31, 2003. Comparative
figures at December 371, 2002 and at December 31, 2001 have been reclassified accordingly.

Accounts payable — unvouchered
Accounts payable — unvouchered are classified within short-term payables at December 31, 2003. Comparative figures
at December 31, 2002 and at December 31, 2001 have been reclassified accordingly.
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Kursové rozdily

Od 1. 1. 2002 jsou vsechny kursové zisky a ztraty z prepoctu pohledavek a zavazkl Gctovany do vykazu zisku a ztraty.
Pred 1. 1. 2002 byly nerealizované kursové zisky a ztraty a souvisejici rezerva vykazovény v rozvaze, a to na samostatnych
radcich mezi ostatnimi aktivy, ostatnimi zavazky, resp. rezervami.

Srovnatelné Gdaje k 31. 12. 2001 byly preklasifikovany do nakladd pristich obdobi, vynost pristich obdobi a ostatnich
rezerv a to nasledovné:

- nerealizované kursové ztraty (2001: 14 265 tis. K&) v nakladech pi¥i$tich obdobf;

- rezerva na nerealizované kursové ztraty (2001: 14 265 tis. K&) v ostatnich rezervach;

- nerealizované kursové zisky (2001: 17 861 tis. K&) ve vynosech pFistich obdobf.

Zména stavu rezerv a opravnych polozek
Tvorba rezerv a opravnych polozek se UGctuje na vrub nakladl a jejich pouZiti, snizeni nebo zruseni ve prospéch nakladd,
zatimco v letech 2002 a 2001 byla tvorba opravnych poloZek a rezerv Gc¢tovana do nékladl a jejich pouZiti, snizeni

nebo zruseni do vynost. Srovnatelny Gdaj byl preklasifikovan do zmény stavu rezerv a opravnych polozek.

Ostatni provozni naklady
Od roku 2003 se pojistné vztahujici se k provozni ¢innosti Gc¢tuje do ostatnich provoznich nakladd zatimco v letech
2002 a 2001 se Gctovalo do ostatnich finan¢nich nakladd. Srovnatelny Gdaj byl preklasifikovan do ostatnich

provoznich néakladd.

Mimoradné polozky
Nékteré vynosy a naklady (napf. manka a $kody na zasobach, narokovana plnéni od pojistoven, naklady a vynosy

minulych let atd.), které jsou v Gcetni zavérce za rok koncici 31. 12. 2001 vykazany jako mimoradné polozky, jsou za

roky 2003 a 2002 vykazény v rémci provozni ¢innosti.

o) Prehled o penéznich tocich (cash flow)

Prehled o penéznich tocich byl sestaven neprimou metodou. Penézni prostredky a jejich ekvivalenty zahrnuji bankovni

Ucty, penize v hotovosti a penize na cesté.

Nasledujici zmeény v prehledu o penéznich tocich vyplyvaji z prijeti Gcetnich postupt pozadovanych zakonem o Gcetnictvi
od 1. 1. 2002. Srovnatelné Gdaje za rok 2001 byly preklasifikovany tak, aby odpovidaly pozadavkém pro rok 2003 a 2002:

V letech 2003 a 2002 je odpis pohledavek zahrnuty ve zméné stavu pohledéavek z provozni ¢innosti, aktivnich G¢ta
¢asového rozlieni a dohadnych Gctd aktivnich, zatimco do roku 2001 byl zahrnovén v ¢asti odpisy stalych aktiv, odpis

pohledévek.

V letech 2003 a 2002 je zména stavu zUstatk( prechodnych Gc¢td aktiv zahrnuta ve zméné stavu pohledavek z provozni
¢innosti, aktivnich G4éta ¢asového rozliseni a dohadnych Gcta aktivnich, zatimco do roku 2001 byla zahrnovana ve

zméné stavu opravnych polozek, rezerv a ve zméné prechodnych Gctd aktiv a pasiv.

V letech 2003 a 2002 je zména stavu zGstatk( prechodnych Gétd pasiv zahrnuta ve zméné stavu kratkodobych zavazka
z provozni ¢innosti, pasivnich G¢th ¢asového rozliseni a dohadnych Gc¢td pasivnich, zatimco do roku 2001 byla

zahrnovéana ve zméné stavu opravnych poloZek, rezerv a ve zméné prechodnych Gctd aktiv a pasiv.

p) Nasledné udalosti

Dopad udélosti, které nastanou mezi datem Gcéetni zavérky a dnem jejiho schvéleni, je zachycen v Géetnich vykazech

v pripadé, Ze tyto udélosti poskytuji dopliujici evidenci o okolnostech, které existovaly ke dni Géetni zavérky.

Dojde-li mezi datem Gcetni zavérky a dnem jejiho schvaleni k vyznamnym udélostem svédcicim o okolnostech, které nastaly

po datu Ucetni zavérky, jsou dopady téchto udélosti popsény v priloze, ale nejsou zahrnuty v Géetnich vykazech.



ANNUAL REPORT 2003 - CONSOLIDATED FINANCIAL RESULTS

Foreign exchange gains and losses

Effective January 1, 2002 all foreign exchange gains and losses on monetary assets and liabilities are recorded
in the income statement. Prior to January 1, 2002 unrealized exchange gains and losses and related provisions were
deferred in the balance sheet on separate lines within other assets, other liabilities and provisions respectively.

The comparative figures at December 31, 2001 have been reclassified in the financial statements for the year ended

December 31, 2003 as follows:

- unrealized exchange rate losses (2001: K& 14 265k) within prepaid expenses;

- provision for unrealized exchange rate losses (2001: K& 14 265k) within other provisions; and

- unrealized exchange rate gains ( 2001: K& 17 861k) within deferred revenue.

Changes in provisions

The recognition of reserves and provisions is charged to expenses, but their use, decrease or release due to redundancy
is credited to expenses. In 2002 and 2001 the recognition of reserves and provisions was charged to expenses and
the decrease or release due to redundancy was charged to revenues. The comparative figures for the year ended
December 31, 2002 and December 31, 2001 have been reclassified accordingly.

Other operating expenses

The insurance relating to the 2003 operating activities is charged to other operating expenses. In 2002 and 2001
insurance was charged to other financial expenses. The comparative figures for the year ended December 31, 2002
and December 31, 2001 have been reclassified accordingly.

Extraordinary items

Certain revenues and expenses (e.g. shortages of and damages to inventories, claims from insurance companies, expenses
and revenues from previous years) classified as extraordinary items for the year ended December 31, 2001 are classified
within ordinary activities in the income statement for the year ended December 31, 2003 and December 31, 2002.

o) Cash flow statement

The Company has prepared the cash flow statement following the indirect method. Cash and cash equivalents comprise
cash at banks, cash on hand and cash in transit.

The following changes in the cash flow statement have been made in line with the amendments to the Act on Accounting
effective January 1, 2002. The comparatives for the year 2001 were reclassified according to the 2003 and 2002 accounting rules :

The write-off of receivables is included in the increase (-) /decrease (+) in receivables and prepayments for the year
ended December 31, 2003 and December 31, 2002, while it was included in depreciation of fixed assets, write-off of
receivables for the year ended December 31, 2001.

The change in other assets is included in the increase (-) /decrease (+) in receivables and prepayments for the year
ended December 31, 2003 and December 31, 2002, while it was included in change in provisions, accruals and
prepayments for the year ended December 31, 2001.

The change in other liabilities is included in the increase (+) /decrease (-) in short term payables and accruals for
the year ended December 31, 2003 and December 31, 2002, while it was included in change in provisions, accruals and
prepayments for the year ended December 31, 2001.

p) Subsequent events

The effect of events, which occurred between the balance sheet date and the approval date of the financial statements,
is reflected in the financial statements in the case that these events provide further evidence of conditions, which existed
at the balance sheet date.

The effect of significant events, which occur subsequent to the balance sheet date and prior to approval of the financial
statements, being indicative of conditions that arose after balance sheet date, is not reflected in the financial statements
but is disclosed in the notes to the financial statements.
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I1l. DOPLNUJICI UDAJE K ROZVAZE A VYKAZU ZISKU A ZTRATY

1. Dlouhodoby nehmotny majetek (v tis. K&)

Pohyb porizovacich cen

Nedokondéeny
dlouhodoby

Pofizovaci cena Software nehmotny majetek Celkem
Zistatek 1. 1. 2001 153 288 1482 154 770
Prirastky 9 354 2 063 11 417
Ubytky 18 662 0 18 662
Kursovy rozdil -139 0 -139
Zistatek 31. 12. 2001 143 841 3545 147 386
Prirastky 15 149 7210 22 359
Ubytky 3212 8034 11 246
Kursovy rozdil 13 0 13
Zlstatek 31. 12. 2002 155 791 2721 158 512
Prirastky 11 250 3815 15 065
Ubytky 1473 0 1473
Kursovy rozdil 112 0 112
Zustatek 371. 12. 2003 165 680 6 536 172 216
Pohyb oprévek
Opravky Software
Zistatek 1. 1. 2001 92 181
Prirtstky 20 185
Ubytky 18 464
Kursovy rozdil -67
Zistatek 31. 12. 2001 93 835
PrirGstky 22 616
Ubytky 3028
Kursovy rozdil 6
Zlstatek 31. 12. 2002 113 429
PrirGstky 20 924
Ubytky 1440
Kursovy rozdil 77
Zustatek 31. 12. 2003 132990
Zstatkové hodnoty

Nedokonéeny

dlouhodoby

Zuistatkova hodnota Software nehmotny majetek Celkem
Zistatek 31. 12. 2001 50 006 3 545 53 551
Zistatek 31. 12. 2002 42 362 2721 45 083
Zustatek 31. 12. 2003 32 690 6 536 39 226
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I1l. SUPPLEMENTARY NOTES TO THE CONSOLIDATED BALANCE SHEET AND INCOME STATEMENT

1. Intangible fixed assets (in K& 000's)

Movements in acquisition costs were as follows:

Cost Software CIP Total
Balance 1. 1. 2001 153 288 1482 154 770
Additions 9 354 2 063 11 417
Disposals 18 662 0 18 662
Currency translation -139 0 -139
Balance 31. 12. 2001 143 841 3545 147 386
Additions 15 149 7210 22 359
Disposals 3212 8 034 11 246
Currency translation 13 0 13
Balance 31. 12. 2002 155 791 2721 158 512
Additions 11 250 3815 15 065
Disposals 1473 0 1473
Currency translation 112 0 112
Balance 31. 12. 2003 165 680 6 536 172 216
Movements in accumulated depreciation were as follows:

Accumulated Depreciation Software
Balance 1. 1. 2001 92 181
Additions 20 185
Disposals 18 464
Currency translation -67
Balance 31. 12. 2001 93 835
Additions 22 616
Disposals 3028
Currency translation 6
Balance 31. 12. 2002 113 429
Additions 20 924
Disposals 1440
Currency translation 77
Balance 31. 12. 2003 132990
Net book values were as follows:

Net Book Values Software CIP Total
Balance 31. 12. 2001 50 006 3545 53551
Balance 31. 12. 2002 42 362 2721 45 083
Balance 31. 12. 2003 32690 6 536 39 226
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2. Dlouhodoby hmotny majetek (v tis. K&)

Pohyb porizovacich cen

Stroje Dopravni Jiny  Porizeni
Porizovaci cena Pozemky Stavby a zarizeni prostredky Inventdi  DHM  a zéalohy Celkem
Zlstatek 1. 1. 2001 28274 1949208 3571523 487984 202264 217 28492 6267962
Prirastky 0 9115 89 278 122 635 19 282 0 16 273 256 583
Ubytky 197 9221 208 649 111 495 3856 0 0 333418
Kursovy rozdil 0 -1 705 -3 800 -5 563 -1814 0 95 -12 977
Zistatek 31. 12. 2001 28077 1947397 3448352 493561 215876 217 44670 6178150
Prirastky 70 32188 101 620 78 825 55 286 0 58 031 326 020
Ubytky 384 61171 88 583 84 244 75176 0 80 223 389 781
Kursovy rozdil 0 141 332 518 157 0 26 1174
Zistatek 31. 12. 2002 27 763 1918555 3461721 488 660 196 143 217 22504 6115563
Prirastky 246 16 438 78 218 64 840 65 529 0 115532 340 803
Ubytky 0 8948 84 119 72974 5374 0 0 171415
Kursovy rozdil 0 1416 2927 5 254 1871 0 647 12 115

Zlstatek 31. 12. 2003 28009 1927461 3458 747 485780 258169 217 138683 6297 066

Pohyb opréavek a opravnych polozek

Stroje Dopravni
Opravky a opravné polozky Stavby a zafizeni prostredky Inventar Celkem
Zlstatek 1. 1. 2001 701 662 1536 516 304 367 168 739 2711284
Prirastky 95 377 292 093 84 849 29 512 501 831
Ubytky 4 881 181 929 107 691 3299 297 800
Kursovy rozdil -657 -2 649 -2 805 -1631 -7 742
Zistatek 31. 12. 2001 791 501 1644 031 278 720 193 321 2907 573
Prirastky 98 166 272 870 92 267 58 086 521 389
Ubytky 44 728 97 363 77712 74 121 293 924
Kursovy rozdil 63 214 264 145 686
Zistatek 31. 12. 2002 845 002 1819 752 293 539 177 431 3135724
Prirastky 89 319 244 157 92 679 36 088 462 243
Ubytky 7054 93 088 69 625 4639 174 406
Kursovy rozdil 665 1931 2 743 1750 7 089
Zlstatek 31. 12. 2003 927932 1972752 319 336 210 630 3430650
ZGstatkové hodnoty
Stroje Dopravni Jiny  Porizeni

Zistatkova hodnota ~ Pozemky Stavby a zarizeni prostredky Inventdi  DHM  a zélohy Celkem

Zlstatek 31. 12. 2001 28077 1155896 1804 321 214 841 22555 217 44670 3270577
Zistatek 31. 12. 2002 27 763 1073553 1641969 195 121 18712 217 22504 2979839
Zlstatek 31. 12. 2003 28 009 999 529 1485995 166 444 47539 217 138683 2866416
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2. Tangible fixed assets (in K& 000's)
Movements in acquisition costs were as follows:
Other CIP

Machinery Furniture Fixed & Advance
Cost Land Constructions & Equipment Vehicles & Fixtures Assets Payments Total
Balance 1. 1. 2001 28274 1949208 3571523 487984 202264 217 28492 6267 962
Additions 0 9115 89 278 122 635 19 282 0 16 273 256 583
Disposals 197 9221 208 649 111 495 3 856 0 0 333418
Currency translation 0 -1 705 -3 800 -5563 -1814 0 -95 -12 977
Balance 31. 12. 2001 28077 1947397 3448352 493561 215876 217 44670 6178 150
Additions 70 32188 101 620 78 825 55 286 0 58 031 326 020
Disposals 384 61171 88 583 84 244 75176 0 80 223 389 781
Currency translation 0 141 332 518 157 0 26 1174
Balance 31. 12. 2002 27763 1918555 3461721 488 660 196 143 217 22504 6 115563
Additions 246 16 438 78 218 64 840 65 529 0 115532 340 803
Disposals 0 8948 84 119 72974 5374 0 0 171415
Currency translation 0 1416 2927 5254 1871 0 647 12 115
Balance 31. 12. 2003 28009 1927461 3458 747 485780 258169 217 138683 6297 066
Movements in accumulated depreciation and provisions were as follows:
Accumulated Machinery Furniture
Depreciation & Provision Constructions & Equipment Vehicles & Fixtures Total
Balance 1. 1. 2001 701 662 1536 516 304 367 168 739 2711284
Additions 95 377 292 093 84 849 29 512 501 831
Disposals 4 881 181929 107 691 3299 297 800
Currency translation -657 -2 649 -2 805 -1631 -7742
Balance 31. 12. 2001 791 501 1644 031 278 720 193 321 2907 573
Additions 98 166 272 870 92 267 58 086 521 389
Disposals 44 728 97 363 77712 74 121 293 924
Currency translation 63 214 264 145 686
Balance 31. 12. 2002 845 002 1819 752 293 539 177 431 3135724
Additions 89 319 244 157 92 679 36 088 462 243
Disposals 7 054 93 088 69 625 4 639 174 406
Currency translation 665 1931 2 743 1750 7 089
Balance 31. 12. 2003 927932 1972752 319 336 210 630 3430650
Net book values were as follows:

Other Cip

Machinery Furniture Fixed &Advance
Net Book Values Land Constructions & Equipment Vehicles & Fixtures Assets Payments Total
Balance 31. 12. 2001 28077 1155896 1804 321 214 841 22555 217 44 670 3270577
Balance 31. 12. 2002 27763 1073553 1641969 195 121 18712 217 22504 2979839
Balance 31. 12. 2003 28 009 999 529 1485995 166 444 47539 217 138683 2866416
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Opravné polozky k dlouhodobému hmotnému majetku

Pohyb opravné polozky k dlouhodobému hmotnému majetku Ize analyzovat takto:

FINANCNI

VYSLEDKY

2003 2002 2001
Pocatedni zlstatek k 1. 1. 101 605 104 916 136 817
Tvorba 17 007 29 264 56 554
Pouziti 8021 26 472 59 005
Zruseni 14 682 6 103 29 450
Koneény zustatek k 31. 12. 95 909 101 605 104 916

3. Zasoby (v tis. K&)

Zménu opravné polozky vytvarené k zastaralym zédsobam a k zésobédm s pomalou obratkou Ize analyzovat nésledovné:

2003 2002 2001
Pocatedni zlistatek k 1. 1. 24 709 20975 21 254
Tvorba 27077 11 197 5608
Pouzitf 32473 7463 5887
Konedny zUstatek k 31. 12. 19 313 24 709 20 975
Opravné polozka se vztahuje k témto druhdm zasob:
31.12. 2003 31. 12. 2002 31.12. 2001
Materil 14 709 24 709 20975
Vyrobky 4 604 0 0
Celkem 19 313 24 709 20 975
4. Kratkodobé pohledavky (v tis. K&)
31.12. 2003 31.12. 2002 31.12. 2001
Ve lhaté z obchodnich vztahd 514 447 286 633 288 179
splatnosti jiné 7 658 989 6 883 848 5370 668
Po Ihaté z obchodnich vztahd 3056 2 654 2 863
splatnosti jiné 214 0 0
Opravna polozka k pohledavkam -2 799 -2 327 -2 863
Stat — dariové pohledavky (daf z pijma) 1768 231 1597 103 1380 956
Stat - darové pohledavky (ostatni dang) 227 540 72 484 29 194
Dohadné Géty aktivni 72 769 133 849 17 644
Celkem 10 242 447 8 974 244 7 086 641

Jiné pohledéavky zahrnuji zejména Grocené kratkodobé pljcky spriznénym osobéam. Analyza kratkodobych pohledavek

se spiiznénymi osobami je uvedena v bodé 10.
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Provision for tangible fixed assets
Movements in provisions to tangible fixed assets were as follows:
2003 2002 2001
Balance 1. 1. 101 605 104 916 136 817
Creation 17 007 29 264 56 554
Usage 8021 26 472 59 005
Reversal 14 682 6 103 29 450
Balance 31. 12. 95 909 101 605 104 916
3. Inventories (in K& 000's)
The change in the provision for obsolete inventory is analyzed as follows:
2003 2002 2001
Balance 1. 1. 24 709 20975 21254
Creation 27 077 11 197 5608
Usage 32473 7 463 5887
Balance 31. 12. 19 313 24 709 20 975
Provision can be analyzed as follows:
31.12. 2003 31.12. 2002 31.12. 2001
Materials 14 709 24 709 20 975
Finished goods 4 604 0 0
Provision for Inventories 19 313 24 709 20 975
4. Short-term receivables (in K& 000's)
31.12. 2003 31.12. 2002 31.12. 2001
Current Trade 514 447 286 633 288 179
Other 7 658 989 6 883 848 5370 668
Overdue Trade 3 056 2 654 2 863
Other 214 0 0
Provisions -2 799 -2 327 -2 863
Tax Receivables (Income Tax) 1768 231 1597 103 1380 956
Tax Receivables (Other) 227 540 72 484 29 194
Accounts Receivables — Unvouchered 72 769 133 849 17 644
Total Short — Term Receivables 10 242 447 8 974 244 7 086 641

Other receivables include interest bearing loans to related parties. See Note 10 for an analysis of receivables from related parties.
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5. Vlastni kapital (v tis. K&)

Zakladni kapital

Zakladni kapital Skupiny predstavuje 2 745 386 akcii v nominalni hodnoté 1 000 K¢ a je pIné splacen. V prabéhu
predchéazejicich tii let nedoslo k zadnym zménam v zakladnim kapitélu a poétu nebo druhu akcif.

Zé&kladni kapitél Skupiny je rozvrzen na:

Pocet Ke
Neregistrované kmenové listinné akcie na jméno 831 688 831 688 000
Registrované kmenové zaknihované akcie na jméno 1913698 1913 698 000
Celkem akcie 2 745386 2 745 386 000

|dentifikacni oznadeni akcii Spole¢nosti podle mezinarodniho systému ¢islovani je ISIN: CS0008418869.

Akcie Spole¢nosti jsou prijaty k obchodovani na trhu organizovaném Burzou cennych papird, a.s. a RM-systémem a.s.
Verejnosti bylo k 31. 12. 2003 drzeno 2 745 368 kust akcii, z toho 77,6 % bylo drzeno spolecnosti Philip Morris Holland B.V.

Vlastni akcie

K 31. 12. 2003 méla Skupina v drzeni 18 vlastnich akcii vyhrazenych pro dédice zesnulych zaméstnancd, kteff na né méli
narok v souladu s usnesenim valné hromady z 10. 6. 1994.

Hospodarsky vysledek z béZné ¢innosti po zdanéni pripadajici na jednu akcii

2003 2002 2001
Zisk po zdanéni z bézné Cinnosti 4 375 765 4 093 044 3691524
Pocet akcif 2 745 386 2 745 386 2 745 386
Zisk po zdanéni z bézné ¢innosti pripadajici na jednu akcii 1594 1491 1345

Vys$e dividendy za posledni tfi obdobi

Za rok 2002 Skupina vyplatila dividendu na jednu akcii ve vysi 1 448 K& (2001: 1 240 K&) pred zdanénim. O tom, zda
bude vyplacena dividenda za Géetni obdobi 2003 a v jaké vysi, rozhodnou akcionéri na radné valné hromadé, které se
bude konat dne 26. 4. 2004.

6. Rezervy (v tis. K&)

Zmény na Ucltech rezerv Ize analyzovat takto:

Rezerva
Rezerva na opravy Ostatni

na dan z pfijma a udrzovani rezervy Celkem
Stav k 1. 1. 2001 1304 254 6 365 87 353 1397972
Tvorba 1762 226 0 14 265 1776 491
Pouzitf 1304 254 6 365 28 266 1338 885
Stav k 31. 12. 2001 1762 226 0 73 352 1835578
Tvorba 1868 096 0 0 1868 096
Pouziti 1762 226 0 48 764 1810 990
Stav k 31. 12. 2002 1868 096 0 24 588 1892 684
Tvorba 1987 484 0 6 797 1994 281
Pouziti 1868 096 0 24 588 1892 684
Stav k 31. 12. 2003 1987 484 0 6 797 1994 281
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5. Equity (in K& 000's)

Registered capital

The Group's registered capital of 2 745 386 shares has a nominal value of K¢ 1 000 each and is fully paid. No changes
in the registered capital or the number and type of shares have occurred during the last three years.

The registered capital is allocated as follows:

Number of Shares Value in K¢
Unregistered ordinary shares certificated 831 688 831 688 000
Registered ordinary shares dematerialised 1913 698 1913 698 000
Total ordinary shares 2 745 386 2 745 386 000

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

Company's shares are admitted for trading on the public market organized by the Prague Stock Exchange and
the RM-S - Czech Share Trading System. At December 31, 2003, 2 745 368 shares were publicly held, of which 77.6%
were held by the company Philip Morris Holland B.V.

Treasury stock

At December 31, 2003 the Group held 18 shares of Treasury Stock reserved for heirs of deceased employees who were
eligible in accordance with the resolution of the Annual Shareholders' Meeting held on June 10, 1994.

Consolidated income on ordinary activities after taxation per share

2003 2002 2001
Income after taxation on ordinary activities 4375765 4 093 044 3691 524
Number of shares 2 745 386 2 745 386 2 745 386
Income after taxation on ordinary activities per share 1594 1491 1345

Dividends for the last three accounting periods

For the accounting periods 2002 and 2001 the Group paid dividends (before tax) of K& 1 448 and K& 1 240, respectively per share.
Disbursement of dividends for the 2003 accounting period will be decided at the Annual General Meeting scheduled for April 26, 2004.

6. Provisions (in K& 000's)

Changes in provisions were as follows:
Legal provision

Provision (repairs and Other

for income tax maintenance) provisions Total
Balance 1. 1. 2001 1304 254 6 365 87 353 1397972
Creation 1762 226 0 14 265 1776 491
Usage 1304 254 6 365 28 266 1338 885
Balance 31. 12. 2001 1762 226 0 73 352 1835578
Creation 1868 096 0 0 1868 096
Usage 1762 226 0 48 764 1810 990
Balance 31. 12. 2002 1868 096 0 24 588 1892 684
Creation 1987 484 0 6 797 1994 281
Usage 1868 096 0 24 588 1892 684
Balance 31. 12. 2003 1987 484 0 6 797 1994 281
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7. Zavazky

FINANCNI

VYSLEDKY

Skupina nemé zévazky po |haté splatnosti. Zavazky z obchodnich vztah(, jiné zavazky a zavazky z titulu prijatych GvérQ

nebyly zajistény majetkem Skupiny.

Jiné zévazky, které tvori podstatnou ¢ast celkovych zavazkd, zahrnuji hlavné zévazek vici celnim Graddm ve vysi 4 380 891 tis. K&

(2002: 1 565 256 tis. K& 2001: 1 721 499 tis. K&).

Analyza kratkodobych zévazkd se spriznénymi osobami je uvedena v bodé 10.

8. Derivatové financéni nastroje

Ke dni Gcetni zavérky Skupina ocekéva transakce v zahrani¢ni méné z titulu budoucich nédkupd. K zajisténi téchto transakef

Skupina nakoupila ménové opce, o kterych Gcétuje jako o zajistovacich finanénich derivatech. Vechny tyto opce jsou

splatné do jednoho roku. Skupina nepouziva komoditni derivéaty.

K 31. 12. 2003 byla nominélnf hodnota otevienych zajistovacich kontraktt 14 810 tis. K¢ a jejich redlna hodnota byla

789 tis. K&. Pro uréeni realné hodnoty derivatl pouziva Skupina opéni cenové modely. Redlna hodnota je vykazana
v ostatnich pohledévkach. K 31. 12. 2002 a 31. 12. 2001 neméla Skupina zadné oteviené derivatové obchody.

9. Dané (v tis. K&)

Dan z pfijma

Danovy naklad zahrnuje:

2003 2002 2001
Dan z pffjmd - splatna 1987 484 1868 096 1762 226
Dan z prijm0 - odloZené -93 834 -22 539 -1372
Uprava datiového nakladu minulého obdobf
podle skutec¢né podaného danového priznani 17 140 -10 120 14 514
Dan z pfijmd - dodate¢né odvody (+) / vratky () 0 7152 -370
Dan z prijma celkem 1910 790 1842 589 1774998
Splatné dan z prijm0 byla vypocitana nasledovné:

Rezerva Danové pfiznani

2003 2002 2001
Hospodérsky vysledek pred zdanénim 6 251 059 6019 062 5506 535
Polozky zvy$ujicl zéklad dané 450 236 487 861 634 531
Polozky snizujici zaklad dané 43 068 220 113 313 602
Zéklad dané 6 658 227 6 286 810 5827 464
Dan 2 051 203 1923 646 1794 402
Sleva na dani 63 719 55 550 42 302
Dan z prijm0 splatna 1987 484 1868 096 1752 100

Hospodarsky vysledek pred zdanénim je souctem hospodérskych vysledkd pred zdanénim Spolecnosti a Dceriné spolecnosti

pred provedenim konsolidacnich Gprav.

V Ceské republice byla sazba dané z pijmt pravnickych osob 31 % v letech 2003, 2002 a 2001 a ve Slovenské republice

¢inila 25 % v letech 2003, 2002 a 2001.
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7. Payables

The Group has no overdue payables or payables secured by lien.

Accounts payable - other is the main component of all short-term liabilities and primarily includes K¢ 4 380 891k payable
to the Customs office (2002: K& 1 565 256k; 2001: K& 1 721 499k).

See Note 10 for an analysis of payables from related parties.

8. Derivative financial instruments

At the balance sheet date, the Group expects foreign currency cash out flows resulting from future purchase transactions.
To hedge part of this exposure, the Group entered into currency options derivative financial instruments. These options are
treated as a cash flow hedge in the Group's accounts. All currency options are due within one year. The Group does not use

commodity derivatives.
The nominal value of open hedging contracts was K¢ 14 810k and their fair value was K¢ 789k at December 31, 2003.
Option pricing models are used to determine the fair value of derivative financial instruments. The fair value

of the derivatives is reported in other receivables. At December 31, 2002 and at December 31, 2001 the Group did not have

any open derivative financial transactions.

9. Taxation (in K& 000's)

Income tax

The income tax expense is comprised of the following:

2003 2002 2001
Income tax — current 1987 484 1868 096 1762 226
Income tax - deferred -93 834 -22 539 -1372
Adjustment of prior year income tax expense 17 140 -10 120 14 514
Income tax — supplementary 0 7152 -370
Total Tax Expense 1910 790 1842 589 1774998
Current income tax can be analyzed as follows:

Provision Tax return

2003 2002 2001
Net profit before taxation 6 251 059 6019 062 5506 535
Amount add to tax base 450 236 487 861 634 531
Amount deducted from tax base 43 068 220 113 313 602
Income tax base 6 658 227 6 286 810 5827 464
Corporate tax 2051 203 1923 646 1794 402
Tax allowance 63 719 55 550 42 302
Current tax 1987 484 1868 096 1752 100

Net profit before taxation is total of net profits before taxation of the Company and the Subsidiary before consolidation

adjustments.

The Czech Republic corporate income tax rate was 31% in the years 2003, 2002 and 20071; the Slovak income tax rate
was 25% in 2003, 2002 and 2001.
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Odlozena dan

Pri vypoctu odlozené dané je pouzita sazba dané z prijma platna pro obdobi, ve kterém budou odloZena danova pohledéavka
nebo zavazek uplatnény.

K 31. 12. 2003 byly odloZena danové pohledavka (+) a z&vazek (-) Spolednosti vypolteny ve vysi 28 %, 26 % a 24 % ze
zékladu (v zavislosti na roce, ve kterém dojde k realizaci dodasnych rozdil@) a k 31. 12. 2002 a k 31. 12. 2001 byly
vypolteny ve wai 31 % ze zékladu v Ceské republice. K 31. 12. 2003 byla odlozena dariova pohledavka Deetiné spolednosti
vypoctena ve vysi 19 % ze zékladu a k 31. 12. 2002 a k 31. 12. 2001 byla vypoctena ve vysi 25 % ze zékladu ve Slovenské

republice.
Cisty odlozeny danovy zévazek Ize analyzovat nésledovné:

31.12. 2003 31. 12. 2002 31. 12. 2001

Kumulovany rozdil mezi G4¢etnimi

a danovymi odpisy dlouhodobého majetku -282 240 -391 865 -432 017
Dal$i docasné rozdily 33328 46 861 64 445
Precenéni ménovych opci na redlnou hodnotu 3926 0 0
Cisty odloZeny datovy zavazek -244 986 -345 004 -367 572

Zména vypoctu odlozené dané z titulu snizenf schvalené sazby dané z prijmd z 31 % na 28 % v roce 2004, na 26 % v roce
2005 a na 24 % v roce 2006 v Ceské republice a z 25 % na 19 % v roce 2004 ve Slovenské republice zptsobila snizenf
celkového zévazku odlozené danové povinnosti k 31. 12. 2003 o 62 773 tis. K¢.

10. Spf¥iznéné osoby (v tis. K&)

Skupina méla nasledujici transakce s podniky ve skupiné Altria:

2003 2002 2001
Philip Morris Products S.A. 808 507 860 371 1313 750
Philip Morris Management Services S.A. 30 771 33 840 0
Philip Morris International Management S.A. 20 966 12 175 0
Philip Morris Hungary Ltd. 15812 7765 23 000
Philip Morris World Trade S.A.R.L. 4515 7 589 9223
Philip Morris Holland B.V. 25 20 766 16 015
Ostatni 23 577 46 359 135 464
Prodej vyrobka, zboZi a sluzeb celkem 904 173 988 865 1497 452
Philip Morris Products S.A. 591 259 184 657 223 345
Philip Morris Holland B.V. 519 702 760 552 920 168
Philip Morris Products Trading Division S.A. 467 826 736 749 1062 628
Philip Morris International Management S.A. 344 940 5121 0
Philip Morris Management Services S.A. 197 977 252 368 212 870
Philip Morris Polska S.A. 116 193 120 713 0
Ostatni 63 807 54911 233372
Nakup materialu, zbozi a sluzeb celkem 2301 704 2115071 2 652 383
Altria Group, Inc. 132 087 145 908 32 381
Altria Finance Europe AG 38 907 77 364 123 506
Vynosové Groky celkem 170 994 223272 155 887
Altria Finance Europe AG 695 966 1626
Nékladové dGroky celkem 695 966 1626
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Deferred tax

Deferred tax is computed using the enacted tax rates for the periods in which the realization of the asset or liability
is anticipated.

At December 31, 2003 the deferred tax asset (+) and liability () of the Company was calculated at the rate 28%, 26% and
24% (depending upon the period in which the temporary difference is expected to reverse) and at December 31, 2002
and at December 31, 2001 at the rate 31% in the Czech Republic. At December 31, 2003 the deferred tax asset
of the Subsidiary was calculated at the rate 19% and at December 31, 2002 and at December 31, 2001 at the rate 25%
in the Slovak Republic.

The net deferred tax liability can be analyzed as follows:

31.12. 2003 31. 12. 2002 31. 12. 2001

Cumulative difference between accounting

and tax depreciation of fixed assets -282 240 -391 865 -432 017
Temporary differences of other assets or liabilities 33328 46 861 64 445
Option revaluation to fair value 3926 0 0
Net Deferred Tax Liability -244 986 -345 004 -367 572

The change in the deferred tax calculation resulting from the decrease of the enacted income tax rate from 31% to 28%
in 2004, 26% in 2005 and 24% in 2006 in the Czech Republic and from 25% to 19% in the Slovak Republic resulted
in a decrease of the total deferred tax liability at December 31, 2003 by K¢ 62 773k.

10. Related parties (in K& 000's)

The Group had the following transactions with the Altria group of companies:

2003 2002 2001
Philip Morris Products S.A. 808 507 860 371 1313 750
Philip Morris Management Services S.A. 30 771 33 840 0
Philip Morris International Management S.A. 20 966 12 175 0
Philip Morris Hungary Ltd. 15812 7 765 23 000
Philip Morris World Trade S.A.R.L. 4515 7 589 9223
Philip Morris Holland B.V. 25 20 766 16 015
Other 23 577 46 359 135 464
Total Sales of Goods and Services 904 173 988 865 1497 452
Philip Morris Products S.A. 591 259 184 657 223 345
Philip Morris Holland B.V. 519 702 760 552 920 168
Philip Morris Products Trading Division S.A. 467 826 736 749 1062 628
Philip Morris International Management S.A. 344 940 5121 0
Philip Morris Management Services S.A. 197 977 252 368 212 870
Philip Morris Polska S.A. 116 193 120 713 0
Other 63 807 54911 233372
Total Purchase of Materials, Goods and Services 2301 704 2115071 2 652 383
Altria Group, Inc. 132 087 145 908 32381
Altria Finance Europe AG 38 907 77 364 123 506
Total Interest Income 170 994 223 272 155 887
Altria Finance Europe AG 695 966 1626
Total Interest Expense 695 966 1626
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Skupina vykézala nésledujici zlstatky s podniky ve skupiné Altria:

31.12. 2003 31. 12. 2002 31. 12. 2002
Pohledavky z obchodnich vztah( 220 551 125 190 128 744
Ostatni pohledavky 7644 917 6 881 449 5355 756
Kratkodobé pohledavky celkem 7 865 468 7 006 639 5484 500
Zé&vazky z obchodnich vztah( 174 764 293 733 271502
Ostatni zavazky 2 659 19 090 68 589
Kratkodobé zavazky celkem 177 423 312 823 340 091

Jiné pohledavky zahrnuji zejména Grocené kratkodobé pljcky Altria Group, Inc. ve vy$i 6 000 000 tis. K& (2002:
5 700 000 tis. K& 2001: 3 600 000 tis. K&) a Altria Finance Europe AG ve vysi 1 644 917 tis. K& (2002: 1 181 449 tis. K&;

2001: 1 755 756 tis. K&).

Skupina neposkytla svym akcion&rim zadné zéruky.

11. Vynosy z hlavni &innosti (v tis. K&)

2003 2002 2001
Trzby za prodej zbozi 1065 447 1566 965 1330 059
Trzby za prodej vlastnich vyrobkd a sluzeb 12915 711 12 828 535 12 556 861
Export 787 264 868 004 1385 302
Vynosy celkem 14 768 422 15 263 504 15 272 222
Hlavni ¢innost zahrnuje prodej cigaret a materialu na vyrobu cigaret a poskytovani souvisejicich sluzeb.
V trzbéch za prodej zbozi je zahrnuta spotrebni dan.
12. Vybrané Gdaje o zamé&stnancich (v tis. K¢&)
2003 Zaméstnanci  Ridici pracovnici Celkem
Mzdové naklady 639 483 80 526 720 009
Néklady na sociélni zabezpeceni a zdravotni pojisténi 234 908 25 502 260 410
Sociélni naklady 35472 758 36 230
Osobni naklady celkem 909 863 106 786 1016 649
2002
Mzdové naklady 666 705 66 253 732958
Néklady na sociélni zabezpeceni a zdravotni pojisténi 239 809 21621 261 430
Sociélni naklady 41 649 887 42 536
Osobni naklady celkem 948 163 88 761 1036 924
2001
Mzdové naklady 630 960 71402 702 362
Néklady na sociélni zabezpeceni a zdravotni pojisténi 229 887 22 479 252 366
Sociélni naklady 37 255 82 37 337
Osobni naklady celkem 898 102 93 963 992 065
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The Group had the following balances with the Altria group of companies:

31.12. 2003 31. 12. 2002 31. 12. 2002

Accounts Receivables - Trade 220 551 125 190 128 744
Accounts Receivables - Other 7 644 917 6 881 449 5355 756
Total Short-Term Receivables 7 865 468 7 006 639 5484 500
Accounts Payable - Trade 174 764 293 733 271502
Accounts Payable - Other 2 659 19 090 68 589
Total Short-Term Payables 177 423 312 823 340 091

Other short-term receivables include interest bearing loans of K& 6 000 000k with Altria Group, Inc. (2002: K& 5 700 000k;
2001: K& 3 600 000k) and K& 1 644 917k with Altria Finance Europe AG (2002: K& 1 181 449k; 2001: K& 1 755 756k).

The Group did not provide its shareholders with any guaranties.

11. Revenues from primary business activities (in K& 000's)

2003 2002 2001
Revenues from Sale of Purchased Goods 1065 447 1 566 965 1330 059
Revenues from Sale of Manufactured Products 12915 711 12 828 535 12 556 861
Export 787 264 868 004 1385302
Total 14 768 42?2 15 263 504 15272 222

Primary activities are comprised of the sale of cigarettes, materials for the production of cigarettes and the related services.

Revenues from sale of purchased goods include excise tax.

12. Selected employee information (in K& 000's)

2003 Employees Managers Total
Wages and salaries 639 483 80 526 720 009
Social security expenses 234 908 25502 260 410
Other social expenses 35472 758 36 230
Total Labour Costs 909 863 106 786 1016 649
2002

Wages and salaries 666 705 66 253 732 958
Social security expenses 239 809 21621 261 430
Other social expenses 41649 887 42 536
Total Labour Costs 948 163 88 761 1036 924
2001

Wages and salaries 630 960 71402 702 362
Social security expenses 229 887 22 479 252 366
Other social expenses 37 255 82 37 337
Total Labour Costs 898 102 93 963 992 065
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Priimérny podet zaméstnanc(i v roce 2003 byl 1 645 (2002: 1 689; 2001: 1 772), z toho bylo 51 ¥dicich pracovnikd
(2002: 46; 2001: 43). Ridici pracovnici Skupiny zahrnuji zaméstnance, kteff jsou &leny predstavenstva, feditele odbord

a vedouci Usekd.

Skupina kromé& zékonného socialniho zabezpeceni poskytuje prispévek na penzijni pripojisténi svych zaméstnancl podle
podminek definovanych planem penzijniho pripojisténi Skupiny.

Clenové predstavenstva a dozordi rady (véetné byvalych &lend) a ¥dici pracovnici nemaji vii&i Skuping zadné pohledavky
ani zavazky. Ridici pracovnici maji na zakladé smlouvy k dispozici podnikové auta. Typ auta zavisi na postaven( v hierarchii

podnikového rizenf a je stanoven v zésadach Skupiny.

K 31. 12. 2003 ¢&lenové dozoréi rady vlastnili 11 kust akeii (2002: 10 kusd; 2001: 55 kusd), ¢lenové predstavenstva
nevlastnili Zddné akcie a fidici pracovnici vlastnili 206 kust (2002: 222 kus(; 2001: 359 kust) akcif Skupiny.

13. Smluvni zavazky

Castka najemného, ktera byla v roce 2003 vynaloZena v souvislosti s pronajmem majetku, ¢inila 111 311 tis. K&
(2002: 130 169 tis. K& 2001: 110 728 tis. K&).

K 31. 12. 2003 méla Skupina smluvni zévazky z titulu pronajmu na rok 2004 v celkové vysi 87 015 tis. K& a 212 585 tis. K¢

na néasledujici léta.

Citibank a.s. Praha prodlouzila Spole¢nosti k 31. 12. 2003 zaruku na zavazky z titulu souc¢asného i budouciho pronajmu
budovy ve prospéch pronajimatele administrativni budovy ve snizené astce 1 235 tis. EUR (2002: 2 750 tis. EUR; 2001:
475 tis. EUR). Citibank a.s. Praha dale poskytuje zaruky na zajisténf celnfho dluhu Celnfmu GFadu Kutna Hora ve vysi
60 000 tis. K& (2002: 30 000 tis. K&; 2001: 0 tis. K&) a Celnimu Feditelstvi Praha ve vysi 100 000 tis. K& (2002: 100 000 tis. K&;
2001: O tis. K&).

ING Bank N.V. Bratislava poskytuje zaruku na zajisténi celniho dluhu Celnimu Gradu v Bratislavé ve vysi 400 000 tis. Sk,
ekvivalent 314 840 tis. K& (2002: 300 000 tis. Sk, ekvivalent 225 585 tis. K& 2001: 250 000 tis. Sk, ekvivalent 187 000 tis. K&)

a Tatra banka v Bratislavé poskytuje zaruku na zajisténi celniho dluhu ve vysi 70 000 tis. Sk, ekvivalent 55 097 tis. K¢
(2002 a 2001: O tis. Sk).

14. Ostatni

Veskery dlouhodoby nehmotny a hmotny majetek byl financovan z vlastnich zdroj& Skupiny. K 31. 12. 2003 bylo vedenim

Skupiny schvaleno pofizeni dlouhodobého majetku - nékup vyrobniho zarizent.

Skupina nenf G¢astna zadnych soudnich, spravnich nebo rozhoddich Fizeni, ktera by méla nebo mohla mit vyznamny vliv

na finan¢ni situaci Skupiny.

V Gcéetnim obdobi 2003 nenastala z&dna preruseni podnikéni Skupiny, kterd by méla nebo mohla mit vyznamny vliv na

finanéni situaci Skupiny.

15. Udalosti, které nastaly mezi datem Gcetni zavérky a dnem jejiho schvaleni

Po rozvahovém dni nedoslo k Zzadnym udalostem, které by mély vyznamny dopad na konsolidovanou Géetni zavérku
k 31. 12. 2003.



ANNUAL REPORT 2003 - CONSOLIDATED FINANCIAL RESULTS

In 2003 there were an average 1 645 employees (2002: 1 689; 2001: 1 772) including 51 managers (2002: 46; 2001: 43).
Managers of the Group include employees who are members of the Board of Directors, department heads and senior

managers.

In addition to statutory social insurance, the Group contributes to a supplementary pension savings for employees according
to the conditions defined in the Group's Supplementary Pension Plan Policy.

Members of the Board of Directors, Supervisory Board (including former members) and managers do not have any debt
with the Group or amounts due to them by the Group. Managers of the Group are provided with cars based on contractual

arrangements. The type of car is based on the position within the Group and is defined by Group policy.

Members of the Supervisory Board owned 11 shares (2002: 10; 2001: 55), the Board of Directors did not own any shares
and managers owned 206 shares (2002: 222; 2001: 359) at December 31, 2003.

13. Commitments

The total amount of rent payments for warehousing and office space amounted to K& 111 311k in 2003 (2002: K& 130 169k;
2001: K& 110 728Kk).

At December 31, 2003 future rent commitments for 2004 are K¢ 87 015k and K¢ 212 585k for subsequent years.

At December 31, 2003 Citibank a.s. Prague prolonged a guarantee for the Group's future lease obligations or current lease
obligation in the decreased amount of EUR 1 235k (2002: EUR 2 750k; 2001: EUR 475k) with the lessor of the headquarter
building as the beneficiary. Citibank a.s. Prague also has provided guarantees for the security of customs debts
of K& 60 000k (2002: K& 30 000k; 2001: K& 0) with Customs Office Kutna Hora and K& 100 000k (2002: K& 100 000k;
2001: K& 0) with Customs Directorate Prague as the beneficiary.

ING Bank N.V. Bratislava has provided a guarantee for the security of customs debts of Sk 400 000k, equivalent
to K& 314 840k (2002: Sk 300 000k, equivalent to K& 225 585k; 2001: Sk 250 000k, equivalent to K& 187 000k) and

Tatra banka Bratislava has provided a guarantee for security of customs debts of Sk 70 000k, equivalent to K& 55 097k (2002
and 2001: Sk Ok) with Customs Office Bratislava.

14. Other

All investments in fixed assets were financed by the Group's own resources. At December 31, 2003 management had

approved projects related to the acquisition of manufacturing equipment.

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.

In 2003 no business interruptions occurred that had or might have a significant effect on the financial situation of the Group.

15. Post balance sheet events

No events have occurred subsequent to year-end that would have a material impact on the consolidated financial statements
as at December 31, 2003.
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ZPRAVA NEZAVISLYCH AUDITORU

AKCIONARUM SPOLECNOSTI PHILIP MORRIS CR a.s.

Provedli jsme audit pfilozené konsolidované rozvahy spole¢nosti Philip Morris CR a.s. k 31. prosinci 2003, souvisejictho
konsolidovaného vykazu zisku a ztraty, konsolidovaného prehledu o zménach vlastniho kapitalu, konsolidovaného
piehledu o penéznich tocich a piflohy za rok 2003 uvedenych ve vyroéni zpravé na stranach 26 - 61 (dale ,konsolidovana
G&etni zavérka*). Za sestaven( konsolidované Gdetni zavérky a za veden( Gdetnictvi odpovida predstavenstvo spole&nosti.

. sy
|

Nasi Glohou je vydat na zékladé auditu vyrok k této konsolidované Gcéetni zavérce.

Audit jsme provedli v souladu se zékonem o auditorech a auditorskymi smérnicemi Komory auditord Ceské republiky.
Tyto normy pozaduji, aby byl audit naplanovan a proveden tak, aby auditor ziskal prfimérenou jistotu, ze konsolidovana
Gcetni zavérka neobsahuje vyznamné nespravnosti. Audit zahrnuje vybérovym zplsobem provedené ovéreni priakaznosti
Castek a informaci uvedenych v konsolidované Gdéetni zavérce. Audit rovnéz zahrnuje posouzeni pouzitych Gcetnich
postupt a vyznamnych odhadtd uéinénych vedenim spolecnosti a zhodnoceni celkové prezentace konsolidované Gcetni

zavérky. Jsme presvédceni, ze provedeny audit poskytuje priméreny podklad pro vydani vyroku.

Podle naseho nézoru prilozenéd konsolidované Gcetni zavérka podéavé ve vsech vyznamnych ohledech vérny a poctivy
obraz aktiv, zdvazk( a vlastniho kapitalu spole¢nosti Philip Morris CR a.s. a jeji dcetiné spolegnosti k 31. prosinci 2003,
vysledku jejich hospodareni, zmén jejich vlastniho kapitalu a jejich penéznich tokd za rok 2003 v souladu se zdkonem

o Gdetnictvi a ostatnimi ptislusnymi predpisy Ceské republiky.

Ovérili jsme soulad Géetnich informaci, uvedenych na strandch 7 a 9 této vyroéni zpravy, které nejsou soucasti
konsolidované Gcetni zavérky k 31. prosinci 2003, s ovérovanou konsolidovanou Gcetni zavérkou spolecnosti. Podle
naseho nazoru jsou tyto informace ve vSech vyznamnych ohledech v souladu s touto konsolidovanou Gcetni zévérkou.
12. brezna 2004

PricewaterhouseCoopers Audit, s.r.o.

zastoupeny

m Z,u:v!bv 2( 4
Thomas Linder Pavel Kulhavy

partner auditor, osvédceni ¢. 1538

PRICEWATERHOUSE(QOPERS

PricewaterhouseCoopers Audit, s.r.o., Katefinska 40/466, 120 00 Praha 2, Ceské republika, telefon +420 251 151 111, fax +420 251 156 111

PricewaterhouseCoopers Audit, s.r.o., se sidlem Katefinska 40/466, 120 00 Praha 2, ICO: 40765521, zapsané v obchodnim rejstifku vedeném

Méstskym soudem v Praze, oddil C, vlozka 3637, a v seznamu auditorskych spolednosti u Komory auditort Ceské republiky pod osvédéenim &islo 021.
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Report of independent auditors

TO THE SHAREHOLDERS OF PHILIP MORRIS CR a.s.

We have audited the accompanying consolidated balance sheet of Philip Morris CR a.s. as at 31 December 2003, the related
consolidated income statement, consolidated statement of changes in shareholders’ equity, consolidated cash flow statement
and notes for the year then ended presented in the annual report of the Company on pages 26 - 61 (“the consolidated
financial statements”). The consolidated financial statements and underlying accounting records are the responsibility
of the Company’s Board of Directors. 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 and Auditing Standards of the Chamber of Auditors
of the Czech Republic. Those auditing standards require that we plan and perform the audit to obtain reasonable assurance as
to whether the consolidated financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the consolidated financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
consolidated financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion the accompanying consolidated financial statements give a true and fair view, in all material respects, of the assets,
liabilities and equity of Philip Morris CR a.s. and its subsidiary as at 31 December 2003, and the results of their operations,
their changes in equity and their cash flows for the year then ended in accordance with the Act on Accounting and other
relevant legislation of the Czech Republic.

We have examined whether the supplementary financial information included in the annual report of the Company on pages
7 and 9, which does not form part of the consolidated financial statements for the year ended 31 December 2003, is consistent
with the audited consolidated financial statements of the Company. In our opinion, all other supplementary information included
in the annual report is consistent with the audited consolidated financial statements in all material respects.

12 March 2004

PricewaterhouseCoopers Audit, s.r.o.
represented by

TAhmas X oo Kl ¢

Thomas Linder Pavel Kulhavy
Partner Auditor, Licence No. 1538

PRICEWATERHOUSE(QOPERS

PricewaterhouseCoopers Audit, s.r.o., Katefinska 40/466, 120 00 Prague 2, Czech Republic, telephone +420 251 151 111, facsimile +420 251 156 111

PricewaterhouseCoopers Audit, s.r.o., registered seat Katerinska 40/466, 120 00 Prague 2, Czech Republic, Identification Number: 40765521, registered with
the Commercial Register kept by the Municipal Court in Prague, Section C, Insert 3637, and in the Register of Audit Companies with the Chamber of Auditors
of the Czech Republic under Licence No 021. >63<
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VYROCNI ZPRAVA 2 00 3

Rozvaha

ke dni 31. 12. 2003 (v celych tisicich K&)

AKTIVA

Aktiva celkem

NANCNI VYSLEDEKY

Dlouhodoby majetek

Dlouhodoby nehmotny majetek
Software
Opréavky a opravné polozky k softwaru
Nedokonceny dlouhodoby nehmotny majetek
Dlouhodoby hmotny majetek
Pozemky
Stavby
Opravky a opravné polozky ke stavbédm
Samostatné movité véci a soubory movitych véci
Opravky a opravné polozky k movitym vécem
Jiny dlouhodoby hmotny majetek
Nedokonceny dlouhodoby hmotny majetek
Poskytnuté zalohy na dlouhodoby hmotny majetek
Dlouhodoby finanéni majetek
Podily v ovladanych a rizenych osobéch
Podily v G¢etnich jednotkach pod podstatnym vlivem

Obézna aktiva

Zasoby
Materiél

Opravné polozka k materiélu
Nedokoncené vyroba a polotovary
Vyrobky

Opravné polozka k vyrobkam
Zbozi
Poskytnuté zalohy na zasoby
Dlouhodobé pohledavky
Pohledéavky z obchodnich vztaht
Kratkodobé pohledavky
Pohledavky z obchodnich vztaht

Opravné polozka k pohledavkam
Stéat — danové pohledavky
Dohadné Gcty aktivni
Jiné pohledavky

Opravné polozka k pohledavkam
Kratkodoby finan¢ni majetek
Penize
Uéty v bankach

Casové rozliseni

Néklady pristich obdobi

31. 12. 2002 31.12. 2001
15 523 966 15001 733
2934 503 3 243 346
44 307 52610
153 403 141 506
-111 817 92 441
2721 3545
2872903 3171540
27763 28077
1888 410 1919 696
-830 890 =778 892
3932 734 3953 127
-2 154 049 -1 990 410
217 217

8 384 39725

334 0

17 293 19 196
17118 19 021
175 175

12 574 797 11730 724
3623243 4 459 282
2273984 3126 995
-24 709 -20 975
261 684 121016
1102 337 1232218
0 0

5952 28
3995 0
2521 0
2521 0

8 859 219 7219 629
400 284 437 738
-393 -901
1446 913 1396 693
128 836 15811
6883 579 5370 288
0 0

89814 51813
2267 464

87 547 51 349

14 666 27 663

14 666 27663
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Balance Sheet

at December 31, 2003 (in K& 000's)

ASSETS

2 00 3

Total Assets

Fixed Assets & Investments

Intangible Fixed Assets
Software
Accumulated Depreciation & Provisions
CIP - Intangible Fixed Assets
Tangible Fixed Assets
Land
Constructions
Accumulated Depreciation & Provisions
Machinery & Equipment, Furniture & Fixtures
Accumulated Depreciation & Provisions
Other Tangible Fixed Assets
CIP - Tangible Fixed Assets
Advance Payments for Tangible Fixed Assets
Long-Term Financial Investments
Investments in Subsidiaries
Other Investments with Significant Influence

Current Assets

Inventories
Materials
Provisions
Work-in-Progress
Finished Goods
Provisions
Goods for Resale
Advance Payments for Inventory
Long-Term Receivables
Accounts Receivables — Trade
Short-Term Receivables
Accounts Receivables - Trade
Allowance for Doubtful Accounts
Tax Receivables
Accounts Receivables - Unvouchered
Accounts Receivables — Other
Allowance for Doubtful Accounts
Cash
Cash on Hand / In Transit
Cash at Banks
Other Assets

Prepaid Expenses

F

N ANC

AL RESULTS
31. 12. 2002 31.12. 2001
15 523 966 15001 733
2934 503 3 243 346
44 307 52610
153 403 141 506
-111 817 92 441
2721 3 545
2872903 3171540
27763 28077
1888 410 1919 696
-830 890 -778 892
3932 734 3953 127
-2 154 049 -1 990 410
217 217

0 0

334 0

17 293 19 196

17 118 19 021
175 175

12 574 797 11730 724
3623243 4 459 282
2273984 3126 995
-24 709 -20 975
261 684 121016
1102 337 1232218
0 0

5952 28
3995 0
2521 0
2521 0

8 859 219 7219 629
400 284 437 738
-393 -901
1446 913 1396 693
128 836 15811
6883 579 5370 288
0 0

89814 51813
2267 464

87 547 51 349

14 666 27 663

14 666 27663
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VY ROCNI Z PRAVA

Rozvaha

ke dni kongici 31. 12. 2003 (v celych tisicich K&)

PASIVA

2 00 3

Pasiva celkem

Vlastni kapital

Zakladni kapital

Zakladni kapital

Vlastni akcie a vlastni obchodnf podily

Kapitalové fondy

Emisni &zio

Ostatni kapitalové fondy

Ocenovaci rozdily z precenéni majetku a zévazkd
Zakonny rezervni fond

Nerozdéleny zisk minulych let

Vysledek hospodareni bézného Géetniho obdobi (+/-)

Cizi zdroje

Rezervy

Rezerva na dan z prijm
Ostatni rezervy

Dlouhodobé zavazky
Odlozeny danovy zavazek
Kratkodobé zavazky

Zévazky z obchodnich vztaht

Zéavazky ke spole¢niklim, ¢lenm druzstva a k Gcastnikim rizenf

Zavazky k zaméstnancim

Zévazky ze socidlniho zabezpedeni a zdravotniho pojisténi

Stéat — danové zévazky a dotace
Dohadné Gcty pasivni
Jiné zévazky

Casové rozliseni

Vydaje pristich obdobf
Vynosy pristich obdobf

F

NANC CN I

VYSLEDEKY

31. 12. 2002 31.12. 2001
15 523 966 15001 733
10 689 451 10 122 725

2 745 368 2 745 368
2 745 386 2 745 386
-18 -18
2325632 2 335 660
2 335235 2 335235
425 425

-10 028 0
549 077 549 077
1092 883 1085 865
3976 491 3406 755
4796 819 4 843 061
1787 415 1661035
1762 827 1587 767
24 588 73 268
350 596 373 342
350 596 373 342

2 658 808 2 808 684
525727 430 231
4228 8 036
33089 33719

26 402 28 450
377 409 264 961
104 294 253 842
1587 659 1789 445
37 696 35947

37 696 16 128

0 19 819



AN N UAL R EPORT

Balance Sheet

at December 31, 2003 (in K& 000's)

LIABILITIES & EQUITY

2003 -

Total Liabilities & Equity

Equity

Common Stock

Registered Capital

Treasury Stock

Capital Funds

Common Stock Paid-in Capital
Other Capital Funds

Gains (+) / Losses () from Revaluation of Assets and Liabilities
Statutory Reserve Fund
Profit from Previous Years
Net Income for Year

Total Liabilities

Provisions

Provision for Income Tax

Other Provisions

Long-Term Liabilities

Deferred Tax Liability

Current Liabilities

Accounts Payable - Trade
Dividends Payable

Payables to Employees

Payables to Social Security

Due to State - Taxes and Subsidies
Accounts Payable — Unvouchered
Accounts Payable — Other

Other Liabilities

Accrued Expenses

Deferred Revenues

F

N ANC

AL RESULTS
31. 12. 2002 31. 12. 2001
15 523 966 15001 733
10 689 451 10 122 725
2 745 368 2 745 368
2 745 386 2 745 386
-18 -18
2325632 2 335 660
2 335235 2 335235
425 425

-10 028 0
549 077 549 077
1092 883 1085 865
3976 491 3406 755
4796 819 4 843 061
1787 415 1661035
1762 827 1587 767
24 588 73 268
350 596 373 342
350 596 373 342

2 658 808 2 808 684
525727 430 231
4228 8 036
33089 33719

26 402 28 450

377 409 264 961
104 294 253 842
1587 659 1789 445
37 696 35947

37 696 16 128

0 19 819
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Viykaz zisku a ztraty

za rok konéici 31. 12. 2003 (v celych tisicich K&)

2002 2001
Trzby za prodej zbozi 6232 25
Néklady vynalozené na prodané zbozi -3 633 -182
Obchodni marze 2599 -157
Vykony 13 048 333 13 280 514
Trzby za prodej vlastnich vyrobkd a sluzeb 13 075 754 13 594 085
Zména stavu zasob vlastni ¢innosti -36 177 -320 161
Aktivace 8 756 6 590
Vykonova spotieba -6 091 311 -7 018 836
Spotreba materialu a energie -4 209 273 -5091 780
Sluzby -1 882 038 -1 927 056
Pridana hodnota 6 959 621 6 261521
Mzdové néklady -635 528 -615 677
Néklady na socialni zabezpeceni a zdravotni pojisténi -236 662 -228 356
Sociélni naklady -35 381 -30 651
Osobni naklady -907 571 -874 684
Dané a poplatky -4 791 -4 418
Odpisy dlouhodobého nehmotného a hmotného majetku -470 313 -442 498
Trzby z prodeje dlouhodobého majetku 37 894 49 159
Trzby z prodeje materiélu 112 092 84 731
Trzby z prodeje dlouhodobého majetku a materialu 149 986 133 890
ZUstatkovéa cena prodaného dlouhodobého majetku -35 465 -102 243
Prodany materiél -121 157 -75 709
Zistatkova cena prodaného dlouhodobého majetku a materialu -156 622 -177 952
Zmeéna stavu rezerv a opravnych polozek
v provozni oblasti - vynos (+) / néklad (-) 34 585 136 982
Ostatni provozni vynosy 64 539 30 615
Ostatni provozni naklady -199 884 -178 215
Provozni vysledek hospodareni 5469 550 4 885 241
Zména stavu rezerv a opravnych polozek ve finanéni oblasti 0 14 040
Vynosové Groky 223 705 159918
Nékladové troky -1 136 -1 756
Ostatni finan¢nf vynosy 129 405 83 069
Ostatni finanéni néklady -159 395 -158 824
Finan¢ni vysledek hospodareni 192 579 96 447
Dan z prijm@ za béznou ¢innost - splatna -1 743 173 -1 600 844
Dan z prijm0 za béznou ¢innost - odlozena 22 746 999
Dari z prijmd za béZnou &innost -1 720 427 -1 599 845
Vysledek hospodareni za béZnou innost 3941702 3381843
Mimoradné vynosy 64 496 102 919
Mimoradné néklady -14 181 -78 007
Dan z prijm z mimoradné ¢innosti — splatné -15 526 0
Mimoradny vysledek hospodareni 34789 24912
Vysledek hospodareni za Géetni obdobi (+/-) 3976 491 3406 755
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Income Statement

for the Year Ended December 31, 2003 (in K& 000's)

Revenues from Sale of Purchased Goods
Cost of Trade Purchases
Margin

Sales of Production

Revenues from Sale of Manufactured Products
Change in Inventory of Manufactured Products
Capitalisation
Cost of Sales

Usage - Material & Utilities
Purchased Services
Value Added

Wages and Salaries

Social Security Expenses

Other Social Expenses

Total Labour Costs

Taxes and Fees

Depreciation & Amortization

Revenue from Sale of Fixed Assets

Revenue from Sale of Materials

Revenue from Sale of Fixed Assets & Materials
Cost of Fixed Assets Sold

Cost of Materials Sold

Cost of Fixed Assets & Materials Sold

Change in Provisions and Reserves for Operating Liabilities
and Charges - Income (+) / Expense ()

Other Operating Revenues

Other Operating Expenses

Operating Profit

Change in Provisions for Financial Liabilities
and Charges - Income (+) / Expense ()
Interest Income

Interest Expense

Other Financial Income

Other Financial Expense

Profit from Financial Operations

Income Tax on Ordinary Income - Current
Income Tax on Ordinary Income - Deferred
Tax on Income on Ordinary Activities

Income on Ordinary Activities

Extraordinary Revenues
Extraordinary Expenses
Tax on Extraordinary Income - Current

Extraordinary Income

Net Income for Year

F

N ANC

AL RESULTS

2002 2001

6 232 25

-3 633 -182
2599 -157

13 048 333 13 280 514
13075 754 13 594 085
-36 177 -320 161

8 756 6 590

-6 091 311 -7 018 836
-4 209 273 -5 091 780
-1882 038 -1 927 056
6959 621 6 261521
-635 528 615677
-236 662 -228 356
-35 381 -30 651
-907 571 -874 684
-4 791 -4 418
-470 313 -442 498
37 894 49 159
112 092 84 731
149 986 133 890
-35 465 -102 243
-121 157 -75 709
-156 622 -177 952
34 585 136 982

64 539 30615
-199 884 -178 215
5469 550 4 885 241
0 14 040

223 705 159 918

-1 136 -1 756
129 405 83 069
-159 395 -158 824
192 579 96 447

-1 743 173 -1 600 844
22 746 999
-1720 427 -1 599 845
3941702 3381843
64 496 102 919
-14 181 -78 007
-15 526 0
34 789 24 912
3976 491 3406 755
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Prehled o penéznich tocich

za rok konéici 31. 12. 2003 (v celych tisicich K&)

2002 2001
Stav penéznich prostredkd na zac¢atku ucetniho obdobi 51813 98 498
Ugetni zisk z b&#né &innosti pred zdanénim 5662 129 4 981 688
Upravy o nepenézni operace 188 423 186 397
Odpisy stélych aktiv 470 313 447 498
Zména stavu opravnych polozek a rezerv -56 891 -151 023
Zisk (-) / ztrata (+) z prodeje stalych aktiv -2 429 53 084
Vyctované nakladové a vynosové troky -222 570 -158 162
Cisty penéZni tok z provozni &innosti pred zdanénim, zménami
pracovniho kapitalu a mimoradnymi polozkami 5850 552 5 168 085
Zmény stavu nepenéznich slozek pracovniho kapitalu -752 052 -1 224 258
Zména stavu pohledavek z provozni ¢innosti, aktivnich Gctd
¢asového rozligeni a dohadnych Géta aktivnich -1443 729 -2 414 804
Zména stavu zavazkd z provozni ¢innosti, pasivnich G¢td
¢asového rozliseni a dohadnych Gétd pasivnich -144 362 -434 682
Zmeéna stavu zasob 836 039 1625228
Cisty penézni tok z provozni &innosti pied zdanénim
a mimoradnymi polozkami 5098 500 3943 827
Vyplacené Groky s vyjimkou kapitalizovanych Grokd -1 094 -1756
Prijaté droky 104 688 154 698
Zaplacené dan z prijm0 za béZznou &innost a za domérky dané
za minulé obdobi -1 649 535 -1435 024
Prijmy a vydaje spojené s mimoradnymi pripady 50 314 29 323
Cisty pené&Zni tok z provozni &innosti 3602873 2691 068
Vydaje spojené s porizenim stélych aktiv -195 527 -206 845
Prijmy z prodeje stélych aktiv 37 894 49 159
Cisty penéZni tok vztahujici se k investiéni &innosti -157 633 -157 686
Zména stavu dlouhodobych a krédtkodobych zévazkd -3.808 -216
Vyplacené dividendy -3 403 431 -2579 851
Cisty penéZni tok vztahujici se k finanéni &innosti -3 407 239 -2 580 067
Cisté zvySeni resp. snizeni penéznich prostiedka 38 001 -46 685
Stav penéznich prostredkid a penéznich ekvivalent
na konci dcetniho obdobi 89 814 51813
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Cash Flow Statement

for the Year Ended December 31, 2003 (in K& 000's)

Cash and cash equivalents at the beginning of the year

Net profit on ordinary activities before tax

Adjustment for non-cash transactions
Depreciation and amortization

Change in provisions

Profit (-) / loss (+) from disposal of fixed assets
Net interest income

Net cash flows from ordinary activities before tax,

changes in working capital and extraordinary items

Working capital changes

Increase in receivables and prepayments

Increase (+) / decrease (-) in short-term payables and accruals
Increase (-) / decrease (+) in inventories

Net cash flows from ordinary

activities before tax and extraordinary items

Interest paid

Interest received

Income tax on ordinary activities paid

Cash movements relating to extraordinary profit
Net cash flows from ordinary activities

Acquisition of fixed assets
Proceeds from sale of fixed assets
Net cash flows from investing activities

Change in long and short-term liabilities
Dividends paid
Net cash flows from financing activities

Net increase (+) / decrease (-) in cash and cash equivalents

Cash and cash equivalents at the end of the year

F

N ANC

AL RESULTS

2002 2001
51813 98 498
5662 129 4981 688
188 423 186 397
470 313 442 498
-56 891 -151 023

-2 429 53 084
-222 570 -158 162
5850 552 5168 085
-752 052 -1224 258
<1443 729 -2 414 804
-144 362 -434 682
836 039 1625228
5098 500 3943 827
-1 094 -1 756
104 688 154 698

-1 649 535 -1435 024
50 314 29323
3602873 2691 068
-195 527 -206 845
37 894 49 159
-157 633 -157 686
-3 808 -216
-3403 431 -2 579 851
-3 407 239 -2 580 067
38 001 -46 685
89814 51813
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Prehled o zménach vlastniho kapitalu

za rok konéici 31. 12. 2003 (v celych tisicich K&)

2002 2001
Zakladni kapital
Pocatecni zUstatek k 1. 1. 2 745 386 2 745 386
Pohyby v prabéhu roku 0 0
Konecny zudstatek k 31. 12. 2 745 386 2 745 386
Vlastni akcie
Pocatecni zUstatek k 1. 1. -18 18
Pohyby v prabéhu roku 0 0
Kone¢ny zdstatek k 31. 12. -18 -18
Emisni azio
Pocatecni zGstatek k 1. 1. 2 335235 2 335235
Pohyby v prabéhu roku 0 0
Kone¢ny zdstatek k 31. 12. 2335 235 2335235
Rezervni fondy
Pocateéni ztstatek k 1. 1. 549 077 549 077
Pohyby v prabéhu roku 0 0
Konecny zudstatek k 31. 12. 549 077 549 077
Kapitalové fondy
Pocatecni zUstatek k 1. 1. 425 425
Pohyby v prabéhu roku 0 0
Kone¢ny zdstatek k 31. 12. 425 425
Rozdily z precenéni nezahrnuté do vysledku hospodareni
Pocateéni zustatek k 1. 1. 0 0
Ocenovaci rozdily z precenéni na reédlnou hodnotu
- u finanénich derivatd 0 0
- u investic -10 028 0
Konecny zudstatek k 31. 12. -10 028 0
Nerozdélené zisky
Pocatecni zGstatek k 1. 1. 4 492 620 3 665 500
Vysledek hospodareni za Gcetni obdobi 3976 491 3406 755
Schvélené dividendy -3404 279 -2 580 663
Odmeény ¢lentm dozor¢i rady -110 -100
Prevod nevyzvednutych dividend 4652 1128
Koneény zdstatek k 31. 12. 5069 374 4 492 620
Vlastni kapital celkem 10 689 451 10 122 725

>74<



AN N UAL R EPORT 2 00 3

Changes in Equity

for the Year Ended December 31, 2003 (in K& 000's)

Common Stock

Balance at 1. 1.
Movements during the year
Balance at 31. 12.

Treasury Stock

Balance at 1. 1.
Movements during the year
Balance at 31. 12.

Common Stock Paid-in Capital
Balance at 1. 1.

Movements during the year
Balance at 31. 12.

Statutory Reserve Fund
Balance at 1. 1.
Movements during the year
Balance at 31. 12.

Other Capital Funds
Balance at 1. 1.
Movements during the year
Balance at 31. 12.

Assets and Liabilities Revaluation
Balance at 1. 1.

Fair value gain (+) / losses ()

- financial derivatives

- financial investments

Balance at 31. 12.

Retained Earnings

Balance at 1. 1.

Net profit for current period
Dividends

Supervisory Board members fee
Forfeited dividends

Balance at 31. 12.

Total Equity

F
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AL RESULTS

2002 2001

2 745 386 2 745 386
0 0

2 745 386 2 745 386
-18 -18

0 0

-18 -18
2335235 2335235
0 0
2335235 2 335235
549 077 549 077

0 0

549 077 549 077
425 425

0 0

425 425

0 0

0 0

-10 028 0
-10 028 0

4 492 620 3665 500
3976 491 3406 755
-3404 279 -2 580 663
-110 -100
4652 1128
5069 374 4 492 620
10 689 451 10 122 725
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Priloha Gcetni zavérky

ke dni 31. 12. 2003
I. OBECNE UDAJE

1. Popis Spolecnosti

Philip Morris CR a. s. (déle jen ,Spole¢nost®) je akciové spole&nost, kterd se podle zapisu v obchodnim rejstitku zabyvé
vyrobou, prodejem, distribuci a marketingem tabakovych vyrobkd a poskytovanim jinych sluzeb. Do obchodniho rejstriku
byla Spole¢nost zapsana 28. 3. 1991 a jeji registrované sidlo je v Kutné Hore, Vitézna 1, Ceska republika. Vedeni Spolegnosti
sidli v Praze, vyrobni zavody se nachéazeji v Kutné Hore, Hodoniné a Straznici.

K 31. 12. 2003 byl jedinym subjektem vlastnicim vice nez dvacetiprocentni podil na zédkladnim kapitalu Spole¢nosti
Philip Morris Holland B.V. vlastnici 77,6 % zékladniho kapitélu.

Jako ¢lenové predstavenstva a dozor¢i rady Spolecnosti byly v obchodnim rejstriku k 31. 12. 2003 zapsany nasledujici osoby:

Predstavenstvo
Jan Dobias Ales Jank
K. lan Ferguson - predseda Constant Renaudin
Peter-Paul Adriaansen David Tenora

Robert Hutchison

Dozoréi rada

Jiti Davidek Radek Petrjanos
Jacques Guyot Mats Sjoblom - predseda
Jean-Claude Kunz Svatopluk Valasek

Ve slozeni predstavenstva byly provedeny nésledujici zmény schvélené valnymi hromadami konanymi 14. 4. 2003 a 15. 4. 2002,
které jesté nebyly k 31. 12. 2003 zapsany do obchodniho rejstriku:

David Tenora - rezignace lvan Kovalkovi¢ — jmenovanf
Ales Jank( - rezignace Martin Javorsky — jmenovani
Jan Dobiés - rezignace Danica Sivédkova - jmenovani

Andreas Lenge - jmenovani

Ve slozeni dozoréi rady byly provedeny nasledujici zmény schvalené schvélené valnymi hromadami konanymi 14. 4. 2003
a 15. 4. 2002, které jesté nebyly k 31. 12. 2003 zapsany do obchodniho rejstriku:

Jacques Guyot - rezignace Bertrand Butticaz — jmenovani
Radek Petrjanos - rezignace Petr Bubenicek — jmenovani
Svatopluk Valasek - rezignace Jaroslav Jifiény — jmenovani

2. Podniky v nichZ ma Spoleénost podil na zakladnim kapitalu vétsi nez 20 %

Spoleénost vlastni 99 % podil ve Philip Morris Slovakia s.r.o., Radianska 44, Bratislava, Slovensko. Tento podil predstavuje
22 770 tis. Sk, ekvivalent 17 922 tis. K&, z celkového zakladniho kapitalu 23 000 tis. Sk (od roku 2000 nezmé&néno). Zisk
po zdanéni Philip Morris Slovakia s.r.o. za rok 2003 &inf 19 771 tis. Sk, ekvivalent 15 562 tis. K& (2002: 266 008 tis. Sk,
ekvivalent 199 982 tis. K&, 2001: 324 336 tis. Sk, ekvivalent 242 603 tis. K&).

Spole¢nost neuzaviela ovladaci smlouvu nebo smlouvu o prevodu zisku se spolecnosti Philip Morris Slovakia s.r.o.
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Notes to the Financial Statements

at December 31, 2003
|. GENERAL INFORMATION

1. Company Description

Philip Morris CR a.s. ("the Company") is a joint stock company registered in the Czech Republic and its main purposes, according
to the Commercial Register, are the production, sale, distribution and marketing of tobacco products, in addition to providing
other services. The Company was incorporated on March 28, 1991 and its registered address is Kutné Hora, Vitézna 1,
Czech Republic. Its headquarters are in Prague and its manufacturing facilities are in Kutna Hora, Hodonin and Stréznice.

At December 31, 2003 the only entity holding more than 20% of the registered capital of the Company was Philip Morris
Holland B.V. which held 77.6%.

The following individuals were recorded as members of the Board of Directors and Supervisory Board in the Commercial
Register at December 31, 2003:
Board of Directors

Jan Dobias

K. lan Ferguson — Chairman

Peter-Paul Adriaansen
Robert Hutchison

Supervisory Board

Jiri Davidek
Jacques Guyot
Jean-Claude Kunz

Ales Jank(
Constant Renaudin
David Tenora

Radek Petrjanos
Mats Sjoblom — Chairman
Svatopluk Valasek

The following changes approved by the Annual General Meeting held on April 15, 2002 and on April 14, 2003 to
the composition of the Board of Directors were not yet reflected in the Commercial Register at December 31, 2003:

David Tenora - resignation
Ales Jank( — resignation
Jan Dobiés - resignation

lvan Kovalkovi¢ — appointment
Martin Javorsky — appointment
Danica Sivéakové - appointment

Andreas Lenge — appointment

The following changes approved by the Annual General Meeting held on April 15, 2002 and on April 14, 2003 to
the composition of the Supervisory Board were not yet reflected in the Commercial Register at December 31, 2003:

Jacques Guyot - resignation
Radek Petrjanos - resignation
Svatopluk Valések - resignation

Bertrand Butticaz — appointment
Petr Bubeni¢ek — appointment
Jaroslav Jifiény — appointment

2. Entities in which the Company holds more than 20% share of the registered capital

The Company has a 99% interest in Philip Morris Slovakia s.r.o., Racianska 44, Bratislava, Slovakia. The interest represents
Sk 22 770k (equivalent to K& 17 922k) of the registered capital of Sk 23 000k (unchanged since 2000). In 2003
the income after tax of Philip Morris Slovakia s.r.o. was Sk 19 771k, equivalent to K& 15 562k (2002: Sk 266 088k,
equivalent to K& 199 982k; 2001: Sk 324 336k, equivalent to K& 242 603k).

The Company has not concluded a controlling agreement or agreement on profit transfer with Philip Morris Slovakia s.r.o.

3. Explanation added for English translation

The accounting principles used in the preparation of the consolidated financial statements may differ from those used
in other countries. This English version is a translation of the original Czech version.

>T7<



>78<

VYROCNI ZPRAVA 2003 - FINANCNI VYSLEDEKY

Il. INFORMACE O POUZITYCH UCETNiICH METODACH, OBECNYCH UCETNICH ZASADACH
A ZPUSOBECH OCENOVANI

Ugetni zavérka je sestavena v souladu se zékonem o Géetnictvi a pisludnou legislativou Ceské republiky. Ugetnictvi je
vedeno v historickych cenach. Derivaty a cenné papiry (mimo podil& v ovlddanych a Fizenych osobéch) jsou vykazany
v redlné hodnoté. V roce 2003 Spolecnost prijala nové Gcéetni zésady a postupy v souladu se zdkonem o Gdetnictvi a dalsf
legislativou platnou od 1. 1. 2003 (zejména vyhlaskou ¢. 500/2002 Sb.).

Pri zpracovéani Géetni zavérky za rok 2003 pouZila Spole¢nost nasledujici Gcéetni zasady a zplsoby ocenovant:

a) Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek porizeny koupf je Gctovan v porizovaci cené. Dlouhodoby nehmotny majetek vytvoreny
vlastni ¢innosti je ocenén vlastnimi naklady bezprostredné souvisejicimi s vytvorenim tohoto majetku, nebo reproduként
porizovaci cenou, je-li nizsi. Dlouhodoby nehmotny majetek s cenou nad 60 tis. K¢ je odepisovan metodou rovhnomérnych
odpist po dobu 3-5 let. Nehmotny majetek s cenou do 60 tis. K& (,drobny nehmotny majetek) se Gétuje p¥i pofizenf

v pIné vysi primo do nékladd.

b) Dlouhodoby hmotny majetek

(i) Ugetni hodnota

Dlouhodoby hmotny majetek porizeny koupf je (c¢tovan v porizovaci cené, kterd zahrnuje cenu porizeni a néklady s tim spojené
(n&klady na dopravu, clo a montaz apod.). Dlouhodoby hmotny majetek vytvoreny vlastni &innosti je ocenén vlastnimi naklady
bezprostredné souvisejicimi s vytvorenim tohoto majetku, nebo reprodukéni porizovaci cenou, je-li nizsi. Vydaje na rozsitent,
modernizaci a inovaci vedouci ke zvy$ené produktivité, kapacité nebo efektivnosti, ¢i k prodlouzeni Zivotnosti aktiv jsou
aktivovany. Hmotny majetek s cenou do 60 tis. K& (,drobny hmotny majetek) se Gétuje pfi jeho potizeni pifmo do néklad(. Pred
1. 1. 2003 byl dlouhodoby hmotny majetek v porizovaci cené mezi 40 tis. K¢ a 150 tis. K& aktivovén a v pIné vysi odepséan

v roce porizeni. Naklady na opravy a udrzovani se G¢tuji do néklad v obdobi, v némz vznikly.

(ii) Odpisovy plan
Spoleénost odpisuje dlouhodoby majetek rovnomérné na zakladé rocnich odpisovych sazeb vychézejicich z nasledujiciho
odhadu doby Zivotnosti (v letech):

Stavby 15 - 25
Stroje, pristroje a zarizeni 5 - 15
Zarizeni pro zpracovani dat 3 - 5
Dopravnf prostredky 3 - 8
Inventar 3 - 10

Pozemky a umélecka dila nejsou odepisovany.

c) Podily v ovladanych a Fizenych osobach a ostatni dlouhodobé cenné papiry

Podil v dceriné spolec¢nosti Philip Morris Slovakia s.r.o. je ocenén v porizovaci cené. Ostatni kotované i nekétované

realizovatelné cenné papiry jsou ocenény redlnou hodnotou.

d) Zasoby

Nakoupené zésoby (material a zboZf) jsou ocenény skutednou pofizovaci cenou. Pofizovaci cena zasob zahrnuje cenu
pofizeni a ostatni naklady souvisejici s porizenim. VV hodnoté tabakovych nélepek, nedokoncené vyroby, hotovych vyrobkd
a nakupovaného zbozf je zahrnuta i spotfebni dan. Hodnota nedokoncené vyroby a hotovych vyrobkd zahrnuje primé
materiélové naklady a vyrobni rezii. Vyrobni rezie zahrnuje predevsim mzdy, odpisy, spotrebu energii, ndklady na opravy

a udrzovani apod. Vétsina materidlovych zésob je ocenéna v priimérnych cenach.
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Il. INFORMATION ON ACCOUNTING METHODS, GENERAL PRINCIPLES AND METHODS OF VALUATION

The financial statements have been prepared in accordance with the Act on Accounting and supporting accounting
legislation. The financial statements have been prepared under the historical cost principle. Derivatives, securities and
investments, except for investments in subsidiaries and associates, are shown at fair value. In 2003 the Company adopted
new accounting principles introduced by the Act on Accounting and supporting accounting legislation of the Czech Republic
effective January 1, 2003 (especially Regulation No. 500/2002 Col.).

The main accounting principles and valuation methods applied by the Company in preparing the 2003 financial statements

were as follows:

a) Intangible fixed assets

Intangible fixed assets acquired by purchase are valued at acquisition cost. Internally developed intangible fixed assets
are valued at the lower of direct and indirect costs incurred in connection with the creation of intangible fixed assets and
estimated net realizable value. Intangible fixed assets, where the acquisition cost exceeds K¢ 60k, are capitalized and
amortized on a straight-line basis over 3 - 5 years. Intangible fixed assets with a cost below K& 60k ("low value intangible

assets") are expensed in the year of acquisition.

b) Tangible fixed assets

(i) Carrying value

Tangible fixed assets acquired by purchase are valued at acquisition cost which include the acquisition price and other
related costs (freight, customs duties, construction and installation costs, etc.). Internally developed tangible fixed assets
are valued at the lower of direct and indirect costs incurred in connection with the creation of tangible fixed assets and
estimated net realizable value. The costs of expansion, modernization and improvement leading to increased productivity,
capacity or efficiency or to an extension of the useful life of the assets are capitalized. Tangible fixed assets with a cost
below K& 60k ("low value tangible assets") are expensed in the year of acquisition. Prior to January 1, 2003, tangible fixed
assets with an acquisition cost between K¢ 40k and K¢ 150k were capitalized and fully depreciated in the year of

acquisition. Repair and maintenance costs are usually expensed as incurred.

(ii) Depreciation Plan

The Company depreciates its tangible fixed assets on a straight-line basis at annual rates over their expected useful lives (in years):

Constructions 15 - 25
Machinery and equipment 5 - 15
[T equipment 3 - 5
Vehicles 3 - 8
Furniture and fixtures 3 - 10

Land and works of art are not depreciated.

c) Investments in subsidiaries and other long-term financial investments

The holding in Philip Morris Slovakia s.r.o. is recorded at acquisition cost. Other listed and unlisted trading securities are

recorded at fair value.

d) Inventories

Raw materials, other supplies, and finished goods are valued at cost. Cost includes related external acquisition costs. Fiscal
stamps, work-in-progress, finished goods and goods for resale include excise taxes. The value of work-in-progress and finished goods
includes allocated overhead costs. Overhead costs include labor, depreciation, power and heating, repair and maintenance, and

other related costs. The value of leaf, operating supplies and spare parts is determined on the basis of moving average cost.

>79<



>80<

VYROCNI ZPRAVA 2003 - FINANCNI VYSLEDEKY

e) Pohledavky

v

Pohledavky jsou vykéazany v jejich nominélni hodnoté. K pochybnym pohledavkam se vytvari opravné polozka. Pokud je

pohledavka identifikovana jako nedobytna, je odepséana.

f) Finanéni derivaty

Pro Gcely fizeni kursovych rizik spojenych s nékterymi pevnymi zavazky a ocekavanymi transakcemi Spole¢nost pouzivé
finan¢ni derivatové néstroje. Finanéni derivaty jsou prvotné zachyceny v porizovaci cené a nésledné jsou precenény na
redlnou hodnotu k datu Gdéetni zavérky. Spolec¢nost pouzivé derivatové finanéni néastroje k ekonomickému zajisténi svych
transakef. Pro G&ely Getnictvi Spolecnost ¢lenf derivatové finanéni néstroje na derivaty k obchodovani a derivaty zajistovaci.
Zajistovaci derivaty zajistuji bud redlnou hodnotu aktiv a zdvazk(, nebo budouci penézni toky. Spolecnost Gctuje o derivatech
jako o zajistovacich derivéatech v pripadé, kdy jsou spinéna kritéria pro pouZiti zajiStovacitho Gdetnictvi tykajici se pozadované

dokumentace a G¢innosti zajisténi.

Zmény realnych hodnot finanénich derivatd, které jsou oznaceny za Gc¢inné zajisténi budoucich penéznich tokl souvisejicich
s pevnymi zévazky a ocekavanymi transakcemi, jsou zachyceny piimo ve vlastnim kapitalu. Hodnoty zachycené ve vlastnim
kapitlu jsou rozpoustény do vykazu zisku a ztraty ve stejném obdobf, ve kterém piislusna zajisténa polozka (aktivum, zavazek
nebo predpokladana transakce) ovlivni &isty hospodatsky vysledek. V piipadé, Ze zajisténa polozka vyUsti v zatétovani aktiva
nebo zavazku, jsou v okamziku zatctovani aktiva nebo zavazku souvisejici zisky nebo ztréty, které byly drive vykézény v rdmci
vlastniho kapitélu, zahrnuty do prvotniho ocenéni daného aktiva nebo zévazku. Zmény reédlnych hodnot finanénich derivata,

které nespliuji podminky pro Gétovani o zajistént, jsou zatcétovany do vykazu zisku a ztraty v obdobi, ve kterém jsou zaznamenény.

Spole¢nost prestane Uctovat o zajisténi v pripadé, Ze vyprsi doba platnosti zajistovaciho néstroje nebo je tento zajistovact
nastroj prodan, ukoncéen nebo realizovén, nebo pokud jiz nespliuje kritéria pro Gc¢tovani o zajisténi. Pri zajisténi budoucich
penéznich tokd jsou jakékoliv kumulativni zisky nebo ztraty souvisejici se zajistovacim néstrojem evidované v rdmci
vlastniho kapitalu nadéle zachyceny ve vlastnim kapitalu az do doby, nez dojde k realizaci o¢ekévané transakce. Pokud
podle ocekévani jiz nema k zajisténé transakci dojit, jsou Cisté kumulativni zisky nebo ztraty zaGétované ve vlastnim

kapitalu prevedeny do distého hospodarského vysledku za dané obdobi.

g) Opravné polozky a rezervy

Opravné polozky k zadsobédm, dlouhodobému majetku a finanénimu majetku ocenénému v historickych cenéch jsou

, v

vytvareny v pfipadech, kdy uzitna (trzni & jina re4lna) hodnota sledovaného majetku je nizsi nez Géetni hodnota a toto

snizeni nenf trvalého charakteru.

Spolec¢nost tvori rezervy, pokud mé soucasny zavazek, je pravdépodobné, ze bude na vyporadani tohoto zavazku treba

vynalozit vlastni zdroje, a existuje spolehlivy odhad vyse zavazku.

h) Ptepocet operaci v cizich ménach
Majetek porizeny v cizi méné byl prepocten na K¢ pevnym kursem platnym v dobé jeho porizeni. Cizi ména v hotovosti,
pohledavky a zavazky v cizi méné se prepocitavaji na K& pevnym kursem platnym ke dni jejich vzniku. Pevny kurs pro

dany mésic je kurs vyhlaseny Ceskou narodni bankou v posledni pracovni den predchoziho mésice.

Ke dni sestaveni Gdetnf zavérky jsou véechny zlstatky v cizi mé&né prepodteny na &eskou ménu kursem vyhlagenym Ceskou
narodni bankou k rozvahovému dni. Od 1. 1. 2002 jsou zjisténé kursové rozdily protGcétovany ve prospéch finanénich
vynosd nebo na vrub finanénich naklada bézného obdobi. Pred 1. 1. 2002 byly nerealizované kursové zisky a ztraty

Gétovany na prislusnych rozvahovych Gctech. Na nerealizovanou kursovou ztrétu se tvofila rezerva.

Majetkové Ucasti v ovladanych a Fizenych osobach a cenné papiry a podily, které jsou vedeny v cizich ménach a které se
k datu Ucetnf zavérky neocenuji realnou hodnotou, jsou prepocteny devizovym kursem zverejnénym Ceskou narodnf

bankou k rozvahovému dni. Kursovy rozdil je zatc¢tovan do vlastniho kapitalu.
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e) Receivables

Receivables are carried at their nominal value. The allowances are created for receivables due from debtors involved
in bankruptcy and doubtful debts. Receivables identified as bad debts and statute-barred debts are written-off and

the allowance is eliminated.

f) Derivative financial instruments

The Company uses derivative financial instruments to hedge its risks associated with foreign currency fluctuations relating
to certain firm commitments and forecasted transactions. Derivative financial instruments are initially recognized
on the balance sheet at cost and are subsequently remeasured to fair value at the balance sheet date. For the purposes
of financial reporting the Company classifies derivatives as financial instruments held for trading or held for hedging.
Derivative financial instruments hedge either the fair value of assets, liabilities or future cash flows. The Company applies

hedge accounting provided that qualifying criteria in relation to documentation and hedge effectiveness are met.

Changes in the fair value of derivative financial instruments that are designated and effective as hedges of future cash flows
relating to firm commitments and forecasted transactions are recognized directly in equity. Amounts deferred in equity are
recognized in the income statement in the same period in which the hedged item (asset, liability or forecasted transaction)
affects net profit or loss. If the hedged item results in the recognition of an asset or a liability at the time the asset or liability
is recognized, the associated gains or losses of the derivative that had previously been recognized in equity are included
in the initial carrying value of the asset or liability. Changes in the fair value of derivative financial instruments that do not qualify

for hedge accounting are recognized in the income statement as they arise.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated, exercised or no longer
qualifies for hedge accounting. In a discontinued cash flow hedge, any cumulative gain or loss on the hedging instrument
recognized in equity is retained in equity until the forecasted transaction occurs. If a hedged transaction is no longer

expected to occur, the net cumulative gain or loss recognized in equity is transferred to net profit or loss for the period.

g) Provisions

Provisions for inventories, fixed assets, and financial investments carried at historical costs are made when the carrying value

of the assets is higher than their net realizable value and the decrease in the valuation is not permanent.

Other provisions are recognized when the Company has a present obligation, it is probable that an outflow of resources

will be required to settle the obligation, and a reliable estimate of the amount can be made.

h) Foreign currency transactions

Costs of asset acquisitions denominated in foreign currencies are converted to Czech Crowns at the fixed monthly exchange
rate valid on the date of acquisition. Foreign currency on hand and receivables and payables denominated in foreign
currencies are translated to Czech crowns at fixed monthly exchange rates. The fixed monthly rate is the rate of the Czech

National Bank applicable on the last working day of the month for the following month.

At year-end, all balances in foreign currencies are translated using the Czech National Bank exchange rate applicable
on the balance sheet day. Effective January 1, 2002 any resulting foreign exchange rate gains and losses are recorded
to the current year's financial expenses or revenues as appropriate. Prior to January 1, 2002 unrealized exchange gains and

losses were deferred in the balance sheet. Unrealized exchange losses were provided for in the income statement.

At year-end, securities and ownership interests with controlling influence in enterprises denominated in a foreign currency,
which are not fair valued, are translated to Czech Crowns using the Czech National Bank exchange rate applicable

on the balance sheet day. The translation difference is recorded to equity.
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i) Odlozen4 dafi z pfijma

Odlozena dari se zjistuje ze vdech docasnych rozdilti mezi Gcetn{ zUstatkovou hodnotou aktiva nebo pasiva v rozvaze
a jejich danovou hodnotou jako soucin vysledného doc¢asného rozdilu a sazby dané z prijma platné pro pristi obdobi, kdy
se ocekava realizace docasnych rozdild. Odlozena dan je za(ctovéna do vykazu zisku a ztraty s vyjimkou pripadd, kdy se

vztahuje k polozkdm Gctovanym primo do vlastniho kapitalu. Pak je také zahrnuta do vlastniho kapitalu.

j) Uétovani naklada a vynosa

Vynosy se Gctuji v okamziku, kdy jsou vyrobky dodany, nebo sluzba poskytnuta. Néklady se Gctuji ¢asové rozlisené, tj. do
obdobi, s nimz vécné a dasové souvisi, bez ohledu na okamzik platby. Néklady, které se tykaji budoucich obdobi, jsou
casové rozlisené ve formé nakladl pristich obdobi. Tyto néklady zahrnuji zejména néklady na pojistné, ndjemné za

administrativni a skladovaci prostory a néklady za reklamu v médiich placené predem.

k) Najem
Spole¢nost mé v uzivani urdity majetek, predevsim skladovaci a kancelarské prostory, ktery je v pronajmu na zékladé

uzavienych smluv o pronajmu. Najemné souvisejici s uzivanim téchto prostor je i¢tovéno primo do nakladd.

1) Spfiznéné osoby
Spole¢nost povazuje svoji materskou spolecnost a ostatni spolecnosti skupiny Altria, ¢leny predstavenstva a dozor¢i rady

Spolecnosti, osoby blizké témto osobam a spole¢nosti, které maji spole¢ného ¢lena vedeni se Spolecnosti, za spriznéné

strany.

m) Mimofadné polozky
Mimorédné polozky obsahuji vynosy a néklady z operaci zcela mimoradnych vzhledem k bézné ¢innosti Spolec¢nosti, jakoz

i vynosy a naklady z mimoradnych udélosti nahodile se vyskytujicich.

n) Zmény Géetnich postup, zplGsobl ocefiovani a uspofadani polozek Guéetni zavérky oproti predchozim
Ucetnim obdobim

Nasledujici zmény vyplyvaji z pfijeti G¢etnich postupl pozadovanych zdkonem o Gletnictvi od 1. 1. 2002 a vyhlasky

¢.500/2002 Sb. od 1. 1. 2003. Srovnatelné finan¢ni informace nebyly zpétné prepracovéany, protoze Spole¢nost nezavedla

zmény Gcetnich postupl se zpétnou Gcinnosti.

Zmény v Ucetnich postupech ovlivnily vlastni kapitél k 31. 12. 2002 a vykaz zisku a ztraty nésledovné:

2002
Vlastni kapital k 1. 1. (jak vykézéno v G&etni zavérce k 31. 12. 2001) 10 122 725
Dopad zmén Gcetnich postupt na nerozdéleny zisk -8 126
Precenénf cennych papird readlnou hodnotou -8 126
Dopad zmén Géetnich postupd na mimoradné polozky ve vykazu zisku a ztraty 25735
Nerealizované kursové rozdily k 31. 12. 2001 3428
Rozpusténf rezervy na nerealizované kursové ztraty 14 181
Rozpusténi opravnych polozek k cennym papirdm 8126
Upraveny zGstatek vlastniho kapitalu k 1. 1. (odrazejici uvedené zmény) 10 140 334

V pripadé, kdy doslo ke zméné klasifikace rozvahovych polozek k 31. 12. 2003, srovnatelné tidaje za obdobi 2002 a 2001
byly preklasifikovany, aby podavaly informace porovnatelné s prezentaci za rok 2003. Tyto preklasifikace neovlivnily vlastni
kapital k 31. 12. 2002 a k 31. 12. 2001 a hospodarsky vysledek za rok 2002 a 2001.
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i) Deferred income tax

Deferred income tax is recognized on all temporary differences between the carrying amount of assets and liabilities
in the balance sheet and their tax base using the income tax rate valid for the future periods in which the temporary
difference is expected to reverse. Deferred tax is charged or credited to the profit and loss account, except when it relates

to items charged or credited directly to equity, in which case the deferred tax also affects equity.

j) Recognition of revenues and expenses

Revenues are recognized when goods are delivered or when services are rendered to customers. Expenses are recognized
on an accrual basis. Expenses relating to future periods are accounted for as prepaid expenses. Prepaid expenses include

prepayments for insurance, rent and advertising.

k) Leases

The Company uses certain assets, primarily warehousing and office premises, which are held under normal rental agreements.

Rent on these premises is expensed.

1) Related parties

The Company considers its parent company and other companies of the Altria group, members of its Board of Directors,

Supervisory Board, parties close to such members and companies with the same member of management to be related parties.

m) Extraordinary items

Extraordinary items are income or expenses that arise from events or transactions that are clearly distinct from the ordinary
activities of the Company as well as income or expenses from events or transactions that are not expected to recur

frequently or regularly.

n) Changes in the accounting procedures

The following changes result from adoption of the principles required by the Act on Accounting effective January 1, 2002
and by Regulation No. 500/2002 Col. effective January 1, 2003. The Company has not adopted changes in accounting

policies retroactively, therefore comparable financial information has not been restated.

The changes in accounting policies affected the equity at December 31, 2002 and the income statement for the year 2002

as follows:

2002
Equity at January 1, 2002 (as previously reported) 10 122 725
Effects of changes in accounting policies included in retained earnings -8 126
Remeasurement of derivatives and securities at fair value -8 126
Effects of changes in accounting policies included in extraordinary items 25735
Realization of unrealized exchange rate differences existing at December 31, 2001 3428
Release of provisions for unrealized exchange rate differences 14 181
Release of provisions for trading securities 8126
Pro-forma equity at January 1, 2002 (reflecting these effects) 10 140 334

Where relevant, comparative figures for the years 2002 and 2001 were reclassified to provide comparable presentation with
the 2003 balances. The reclassifications do not affect the equity at December 31, 2002 and at December 31, 2001 and net
income the years 2002 and 2001.
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Shrnuti v8ech zmén Gcetnich postupl vyplyvajicich z prijeti pozadavk( zakona o Gcetnictvi a vyhlasky ¢. 500/2002 Sb.

je nasledujici:

Technické zhodnoceni dlouhodobého majetku
Technické zhodnoceni dlouhodobého majetku je k 31. 12. 2003 vykazano v radku stavby. Srovnatelny Gdaj k 31. 12. 2002
a 31. 12. 2001 byl preklasifikovén z radku jiny dlouhodoby majetek do prislusné kategorie dlouhodobého majetku.

Odlozenéa dan
Cisty odlozeny damovy zavazek je k 31. 12. 2003 vykazan v dlouhodobych zavazcich. Srovnatelny ddaj k 31. 12. 2002
a 31. 12. 2001 byl preklasifikovén z rezerv do dlouhodobych zavazkd.

Dan z prijma
Dan z prijm0 prévnickych osob je k 31. 12. 2003 a k 31. 12. 2002 vykazéna v rozvaze v rémci rezerv. Srovnatelny (daj
k 31. 12. 2001 byl preklasifikovan do stejné kategorie.

Dohadné Gcty aktivni
Dohadné Gcty aktivni jsou k 31. 12. 2003 vykazany v kradtkodobych pohledavkéch. Srovnatelny adaj k 31. 12. 2002
a k 31. 12. 2001 byl preklasifikovan z ostatnich aktiv do kratkodobych pohledavek.

Dohadné ucty pasivni
Dohadné Gcty pasivni jsou k 31. 12. 2003 vykazany v kratkodobych zavazcich. Srovnatelny Gdaj k 31. 12. 2002
a k 31. 12. 2001 byl preklasifikovan z ostatnich pasiv do kratkodobych zavazk(.

Kursové rozdily

Od 1. 1. 2002 jsou v8echny kursové zisky a ztraty z prepoc¢tu pohledévek a zdvazkd Gctovany do vykazu zisku a ztraty.
Pred 1. 1. 2002 byly nerealizované kursové zisky a ztraty a souvisejici rezerva vykazovany v rozvaze, a to na samostatnych
radcich mezi ostatnimi aktivy, ostatnimi zavazky, resp. rezervami.

Srovnatelné tdaje k 31. 12. 2001 byly preklasifikovany do nakladd pristich obdobf, vynost pristich obdobi a ostatnich
rezerv a to néasledovné:

- nerealizované kursové ztraty (2001: 14 181 tis. K& v nadkladech pr¥istich obdobf;

- rezerva na nerealizované kursové ztraty (2001: 14 181 tis. K&) v ostatnich rezervéch;

- nerealizované kursové zisky (2001: 17 609 tis. K&) ve vynosech piitich obdobf.

Zména stavu rezerv a opravnych polozek
Tvorba rezerv a opravnych polozek se Gc¢tuje na vrub nakladd a jejich pouziti, snizenf nebo zrusenf ve prospéch nékladd,
zatimco v letech 2002 a 2001 byla tvorba opravnych polozek a rezerv G¢tovana do nékladu a jejich pouziti, snizeni

nebo zruseni do vynosd. Srovnatelny Gdaj byl preklasifikovan do zmény stavu rezerv a opravnych polozek.

Ostatni provozni naklady
Od roku 2003 se pojistné vztahujici se k provozni ¢innosti G¢tuje do ostatnich provoznich néklad( zatimco v letech 2002

a 2001 se Uctovalo do ostatnich finan¢nich nékladd. Srovnatelny Gdaj byl preklasifikovan do ostatnich provoznich nakladd.

Mimoradné polozky
Nékteré vynosy a naklady (napf. manka a $kody na zasobach, narokovana plnéni od pojistoven, naklady a vynosy
minulych let atd.), které jsou v G&etni z&vérce za rok konéicl 31. 12. 2001 vykazany jako mimotradné polozky, jsou

za roky 2003 a 2002 vykazany v ramci provozni ¢innosti.
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The changes made in accordance with the amendments to the Act on Accounting and Regulation No. 500/2002 Col.

can be summarized as follows:

Leasehold improvements of fixed assets
Leasehold improvements of fixed assets for the year ended December 31, 2003 are classified within constructions.

Comparative figures at December 31, 2002 and at December 31, 2001 have been reclassified accordingly.

Deferred tax
The deferred tax liability is classified within long-term payables at December 31, 2003. Comparative figures at
December 31, 2002 and at December 31, 2001 have been reclassified accordingly.

Income tax provision
Corporate income tax payable at December 31, 2003 and at December 31, 2002 is classified within provisions.

The comparative figure at December 31, 2001 has been reclassified accordingly.

Accounts receivables — unvouchered
Accounts receivables — unvouchered are classified within short-term receivables at December 31, 2003. Comparative
figures at December 31, 2002 and at December 31, 2001 have been reclassified accordingly.

Accounts payable — unvouchered
Accounts payable — unvouchered are classified within short-term payables at December 31, 2003. Comparative figures
at December 31, 2002 and at December 371, 2001 have been reclassified accordingly.

Foreign exchange gains and losses

Effective January 1, 2002 all foreign exchange gains and losses on monetary assets and liabilities are recorded
in the income statement. Prior to January 1, 2002 unrealized exchange gains and losses and related provisions were
deferred in the balance sheet on separate lines within other assets, other liabilities and provisions respectively.
The comparative figures at December 31, 2001 have been reclassified in the financial statements for the year ended
December 31, 2003 as follows:

- unrealized exchange rate losses (2001: K& 14 181k) within prepaid expenses;

- provision for unrealized exchange rate losses (2001: K& 14 181k) within other provisions; and

- unrealized exchange rate gains ( 2001: K& 17 609k) within deferred revenue.

Changes in provisions

The recognition of reserves and provisions is charged to expenses, but their use, decrease or release due to redundancy
is credited to expenses. In 2002 and 2001 the recognition of reserves and provisions was charged to expenses and
the decrease or release due to redundancy was charged to revenues. The comparative figures for the year ended
December 31, 2002 and December 31, 2001 have been reclassified accordingly.

Other operating expenses
The insurance relating to the operating activities is charged to other operating expenses. In 2002 and 2001 insurance
was charged to other financial expenses. The comparative figures for the year ended December 31, 2002 and

December 31, 2001 have been reclassified accordingly.

Extraordinary items
Certain revenues and expenses (e.g. shortages of and damages to inventories, claims from insurance companies, expenses
and revenues from previous years) classified as extraordinary items for the year ended December 31, 2001 are classified

within ordinary activities in the income statement for the year ended December 31, 2003 and December 31, 2002.
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o) Piehled o penéznich tocich (cash flow)

Prehled o penéznich tocich byl sestaven neprimou metodou. Penézni prostiedky a jejich ekvivalenty zahrnuji bankovni

Ucty, penize v hotovosti a penize na cesteé.

Nasledujici zmény v prehledu o penéznich tocich vyplyvaji z prijeti G¢etnich postupl pozadovanych zékonem o Gletnictvi
od 1. 1. 2002. Srovnatelné tdaje za rok 2001 byly preklasifikovany tak, aby odpovidaly pozadavkim pro rok 2003 a 2002:

V letech 2003 a 2002 je odpis pohledavek zahrnuty ve zméné stavu pohledévek z provozni ¢innosti, aktivnich G¢ta
casového rozliseni a dohadnych Gctd aktivnich, zatimco do roku 2001 byl zahrnovén v ¢asti odpisy stalych aktiv, odpis

pohledévek.

V letech 2003 a 2002 je zména stavu zGstatk( prechodnych Gc¢th aktiv zahrnuta ve zméné stavu pohledévek z provozni
¢innosti, aktivnich ¢t ¢asového rozliseni a dohadnych Gcta aktivnich, zatimco do roku 2001 byla zahrnovéana

ve zméné stavu opravnych polozek, rezerv a ve zméné prechodnych Géta aktiv a pasiv.

V letech 2003 a 2002 je zména stavu z(statk( prechodnych G¢td pasiv zahrnuta ve zméné stavu kratkodobych zavazkd
z provozni ¢innosti, pasivnich Gétd ¢asového rozliseni a dohadnych Gétd pasivnich, zatimco do roku 2001 byla

zahrnovana ve zméné stavu opravnych poloZek, rezerv a ve zméné prechodnych Gctd aktiv a pasiv.

p) Nasledné udalosti

Dopad udélosti, které nastanou mezi datem Gcetni zavérky a dnem jejiho schvéleni, je zachycen v Gcetnich vykazech

v pripadé, Ze tyto udalosti poskytuji doplnujici evidenci o okolnostech, které existovaly ke dni Gcetni zavérky.

Dojde-li mezi datem Gcetni zavérky a dnem jejiho schvéleni k vyznamnym udélostem svédcicim o okolnostech, které nastaly

po datu Ucetni zévérky, jsou dopady téchto udélosti popséany v priloze, ale nejsou zahrnuty v Gcetnich vykazech.
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o) Cash flow statement

The Company has prepared the cash flow statement following the indirect method. Cash and cash equivalents comprise

cash at banks, cash on hand and cash in transit.

The following changes in the cash flow statement have been made in line with the amendments to the Act on Accounting

effective January 1, 2002. The comparatives for the year 2001 were reclassified according to the 2003 and 2002 accounting rules:

The write-off of receivables is included in the increase (-) /decrease (+) in receivables and prepayments for the year
ended December 31, 2003 and December 31, 2002, while it was included in depreciation of fixed assets, write-off
of receivables for the year ended December 31, 2001.

The change in other assets is included in the increase (-) /decrease (+) in receivables and prepayments for the year
ended December 31, 2003 and December 31, 2002, while it was included in change in provisions, accruals and

prepayments for the year ended December 31, 20071.

The change in other liabilities is included in the increase (+) /decrease (-) in short term payables and accruals for
the year ended December 31, 2003 and December 31, 2002, while it was included in change in provisions, accruals and

prepayments for the year ended December 31, 2001.

p) Subsequent events
The effect of events, which occurred between the balance sheet date and the approval date of the financial statements,
is reflected in the financial statements in the case that these events provide further evidence of conditions, which existed

at the balance sheet date.

The effect of significant events, which occur subsequent to the balance sheet date and prior to approval of the financial
statements, being indicative of conditions that arose after balance sheet date, is not reflected in the financial statements

but is disclosed in the notes to the financial statements.
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I1l. DOPLNUJICI UDAJE K ROZVAZE A VYKAZU ZISKU A ZTRATY

1. Dlouhodoby nehmotny majetek (v tis. K&)

Pohyb porizovacich cen

Nedokondéeny
dlouhodoby

Pofizovaci cena Software nehmotny majetek Celkem
Stav k 1. 1. 2001 151032 1482 152 514
Prirtstky 9136 2 063 11 199
Ubytky 18 662 0 18 662
Zistatek 31. 12. 2001 141 506 3 545 145 051
PrirGstky 14 806 7210 22016
Ubytky 2909 8 034 10 943
Zlstatek 31. 12. 2002 153 403 2721 156 124
Prirtstky 11 249 3010 14 259
Ubytky 333 0 333
Zistatek 31. 12. 2003 164 319 5731 170 050
Pohyb oprévek

Opravky Software
Stav k 1. 1. 2001 91112
Prirastky 19 793
Ubytky 18 464
Zistatek 31. 12. 2001 92 441
Prirastky 22 285
Ubytky 2909
Zistatek 31. 12. 2002 111 817
Prirastky 20 650
Ubytky 333
Zistatek 31. 12. 2003 132 134
Zustatkové hodnoty

Nedokonéeny
dlouhodoby nehmotny

Zuastatkova hodnota Software majetek Celkem
Zlstatek 31. 12. 2001 49 065 3545 52610
Zlstatek 31. 12. 2002 41 586 2721 44 307
Zistatek 31. 12. 2003 32185 5731 37916
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I1l. SUPPLEMENTARY NOTES TO THE BALANCE SHEET AND INCOME STATEMENT

1. Intangible fixed assets (in K& 000's)

Movements in acquisition costs were as follows:

N ANC

RESULTS

Cost Software CIP Total
Balance 1. 1. 2001 151 032 1482 152 514
Additions 9 136 2 063 11 199
Disposals 18 662 0 18 662
Balance 31. 12. 2001 141 506 3545 145 051
Additions 14 806 7210 22016
Disposals 2909 8 034 10943
Balance 31. 12. 2002 153 403 2721 156 124
Additions 11 249 3010 14 259
Disposals 333 0 333
Balance 31. 12. 2003 164 319 5731 170 050
Movements in accumulated depreciation were as follows:

Accumulated Depreciation Software
Balance 1. 1. 2001 91 112
Additions 19 793
Disposals 18 464
Balance 31. 12. 2001 92 441
Additions 22 285
Disposals 2909
Balance 31. 12. 2002 111 817
Additions 20 650
Disposals 333
Balance 31. 12. 2003 132 134
Net book values were as follows:

Net Book Values Software CIP Total
Balance 31. 12. 2001 49 065 3545 52 610
Balance 31. 12. 2002 41 586 2721 44 307
Balance 31. 12. 2003 32 185 5731 37916
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2. Dlouhodoby hmotny majetek (v tis. K&)
Pohyb porizovacich cen

Stroje Dopravni Jiny  Pofizeni
Pofizovaci cena Pozemky Stavby a zafizeni prostfedky  Inventar DHM  a zélohy Celkem
Stav k 1. 1. 2001 28274 1921470 3509 715 397488 172750 217 28368 6058 282
PrirGistky 0 7447 74 350 86 733 15759 0 11357 195 646
Ubytky 197 9221 201 136 98 676 3856 0 0 313 086
Zuastatek 31. 12. 2001 28077 1919696 3382929 385545 184653 217 39725 5940842
PrirGistky 70 27881 91712 54 364 44 745 0 0 218 772
Ubytky 384 59 167 75 220 62 894 73100 0 31007 301772
Zlstatek 31. 12. 2002 27763 1888410 3399421 377015 156298 217 8718 5857842
PrirGistky 246 10 429 70 385 43 748 48 768 0 121438 295 014
Ubytky 0 4 686 62 481 42 820 2598 0 0 112 585
Zuastatek 31. 12. 2003 28009 1894153 3407325 377943 202468 217 130156 6040 271
Pohyb opréavek a opravnych polozek

Stroje Dopravni
Opravky a opravné polozky Stavby a zafizeni prostredky Inventar Celkem
Stav k 1. 1. 2001 690 970 1493 430 258 745 142 199 2 585 344
PrirGstky 92 803 282 513 63 312 25 754 464 382
Ubytky 4 881 174 929 97 315 3299 280 424
Zlstatek 31. 12. 2001 778 892 1601014 224 742 164 654 2 769 302
Prirastky 94 309 262 167 69 039 48 049 473 564
Ubytky 42 311 84 444 58 650 72 522 257927
Zistatek 31. 12. 2002 830 890 1778 737 235131 140 181 2 984 939
PrirGstky 85 140 232 878 67 855 18 360 404 233
Ubytky 3 268 71836 40012 2376 117 492
ZUstatek 31. 12. 2003 912 762 1939 779 262 974 156 165 3271680
Zstatkové hodnoty

Stroje  Dopravni Jiny  Pofrizeni
Zistatkova hodnota ~ Pozemky Stavby a zafizeni prostredky Inventdfr DHM  a zélohy Celkem
Zistatek 31. 12. 2001 28077 1140804 1781915 160 803 19999 217 39725 3171540
Zustatek 31. 12. 2002 27 763 1057520 1620 684 141 884 16117 217 8718 2872903
Zustatek 31. 12. 2003 28 009 981391 1467546 114 969 46303 217 130156 2 768 591
Opravné polozky k dlouhodobému hmotnému majetku
Pohyb opravné polozky k dlouhodobému hmotnému majetku Ize analyzovat takto:

2003 2002 2001

Pocatedni zlstatek k 1. 1. 101 605 104 916 136 817
Tvorba 17 007 29 264 56 554
Pouziti 8021 26 472 59 005
Zruseni 14 682 6 103 29 450
Koneény zUstatek k 31. 12. 95 909 101 605 104 916
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2. Tangible fixed assets (in K& 000's)
Movements in acquisition costs were as follows:
Other Cilp
Machinery Furniture Fixed & Advance
Cost Land Constructions & Equipment Vehicles & Fixtures Assets Payments Total
Balance 1. 1. 2001 28274 1921470 3509715 397488 172750 217 28368 6058 282
Additions 0 7447 74 350 86 733 15759 0 11357 195 646
Disposals 197 9221 201 136 98 676 3856 0 0 313 086
Balance 31. 12. 2001 28077 1919696 3382929 385545 184653 217 39725 5940842
Additions 70 27881 91 712 54 364 44 745 0 0 218 772
Disposals 384 59 167 75220 62 894 73100 0 31007 301772
Balance 31. 12. 2002 27763 1888410 3399421 377015 156298 217 8718 5857842
Additions 246 10 429 70 385 43 748 48 768 0 121438 295 014
Disposals 0 4 686 62 481 42 820 2 598 0 0 112 585
Balance 31. 12. 2003 28009 1894153 3407325 377943 202468 217 130156 6040 271
Movements in accumulated depreciation and provisions were as follows:
Accumulated Machinery Furniture
Depreciation & Provision Constructions & Equipment Vehicles & Fixtures Total
Balance 1. 1. 2001 690 970 1493 430 258 745 142 199 2 585 344
Additions 92 803 282 513 63 312 25 754 464 382
Disposals 4 881 174 929 97 315 3299 280 424
Balance 31. 12. 2001 778 892 1601014 224 742 164 654 2 769 302
Additions 94 309 262 167 69 039 48 049 473 564
Disposals 42 311 84 444 58 650 72 522 257 927
Balance 31. 12. 2002 830 890 1778737 235131 140 181 2984 939
Additions 85 140 232 878 67 855 18 360 404 233
Disposals 3268 71836 40 012 2376 117 492
Balance 31. 12. 2003 912 762 1939 779 262 974 156 165 3271680
Net book values were as follows:
Other cip
Machinery Furniture Fixed & Advance
Net Book Values Land Constructions & Equipment Vehicles & Fixtures Assets Payments Total
Balance 31. 12. 2001 28077 1140804 1781915 160 803 19999 217 39725 3171540
Balance 31. 12. 2002 27763 1057520 1620684 141 884 16117 217 8718 2872903
Balance 31. 12. 2003 28 009 981391 1467 546 114 969 46303 217 130156 2 768 591
Provision for tangible fixed assets
Movements in provisions to tangible fixed assets were as follows:
2003 2002 2001
Balance 1. 1. 101 605 104 916 136 817
Creation 17 007 29 264 56 554
Usage 8021 26 472 59 005
Reversal 14 682 6 103 29 450
Balance 31. 12. 95909 101 605 104 916
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Zménu opravné polozky vytvarené k zastaralym zédsobam a k zésobdm s pomalou obrétkou Ize analyzovat nasledovné:

2003 2002 2001
Pocatedni zlstatek k 1. 1. 24 709 20 975 21254
Tvorba 27077 11 197 5608
Pouziti 32473 7 463 5887
Kone¢ny zUstatek k 31. 12. 19 313 24 709 20 975
4. Kratkodobé pohledavky (v tis. K&)
31. 12. 2003 31. 12. 2002 31.12. 2001
Ve [haté z obchodnich vztaht 400 580 399 891 436 837
splatnosti jiné 7 657 840 6 883 579 5370 288
Po Ihate z obchodnich vztahd 1302 393 901
splatnosti jiné 199 0 0
Opravné polozka k pohledavkam -1 501 -393 901
Stat — darové pohledavky (dan z pijma) 1677 174 1446 807 1380 956
Stat — dariové pohledavky (ostatnf dan&) 215 217 106 15 737
Dohadné Gcty aktivni 72 769 128 836 15811
Celkem 10 023 580 8859 219 7219 629

Jiné pohledavky zahrnuji zejména Grocené kratkodobé ptjcky spriznénym osobéam. Analyza kratkodobych pohledavek se

spriznénymi osobami je uvedena v bodé 10.

5. Vlastni kapital (v tis. K&)

Zakladni kapital

Zakladni kapital Spole¢nosti predstavuje 2 745 386 akcii v nominalni hodnoté 1 000 K¢ a je pIné splacen. V prabéhu

predchéazejicich tii let nedoslo k zadnym zménam v zakladnim kapitélu a poétu nebo druhu akcif.

Zakladni kapital Spole¢nosti je rozvrzen na:

Poéet akcii Hodnota v Ké

Neregistrované kmenové listinné akcie na jméno 831 688 831 688 000
Registrované kmenové zaknihované akcie na jméno 1913698 1913 698 000
Akcie celkem 2 745386 2 745386 000

Identifikacni oznaceni akcii Spole¢nosti podle mezinarodniho systému ¢islovani je ISIN: CS0008418869.

Akcie Spolecnosti jsou pfijaty k obchodovéni na trhu organizovaném Burzou cennych papird, a.s. a RM-systémem a.s.
Verejnosti bylo k 31. 12. 2003 drzeno 2 745 368 kust akcii, z toho 77,6 % bylo drzeno spolecnosti Philip Morris Holland B.V.

Vlastni akcie

K 31. 12. 2003 méla Spole¢nost v drzeni 18 vlastnich akcii vyhrazenych pro dédice zesnulych zaméstnancd, kterf na né méli

narok v souladu s usnesenim valné hromady z 10. 6. 1994.
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The change in the provision for obsolete and slow moving inventory is analyzed as follows:

RESULTS

2003 2002 2001

Balance 1. 1. 24 709 20975 21 254

Creation 27077 11 197 5608

Usage 32473 7 463 5887

Balance 31. 12. 19 313 24 709 20975
4. Short-term receivables (in K& 000's)

31. 12. 2003 31. 12. 2002 31.12. 2001

Current Trade 400 580 399 891 436 837

Other 7 657 840 6 883 579 5370 288

Overdue Trade 1302 393 901

Other 199 0 0

Provisions -1501 -393 901

Tax Receivables (Income Tax) 1677174 1446 807 1380 956

Tax Receivables (Other) 215 217 106 15 737

Accounts Receivables — Unvouchered 72 769 128 836 15811

Total Short — Term Receivables 10 023 580 8859 219 7219 629

Other receivables include interest bearing loans to related parties. See Note 10 for an analysis of receivables from related parties.

5. Equity (in K& 000's)

Registered capital

The Company's registered capital of 2 745 386 shares has a nominal value of K¢ 1 000 each and is fully paid. No changes

in the registered capital or the number and type of shares have occurred during the last three years.

The registered capital is allocated as follows:

Number of Shares Value in K¢
Unregistered ordinary shares certificated 831 688 831 688 000
Registered ordinary shares dematerialised 1913698 1913 698 000
Total Ordinary Shares 2745386 2 745 386 000

The identification mark of Company shares according to the international numbering system is ISIN: CSO008418869.
Company shares are admitted for trading on the public market organized by the Prague Stock Exchange and
the RM-S - Czech Share Trading System. At December 31, 2003 the 2 745 368 shares were publicly held, of which 77.6%
were held by the company Philip Morris Holland B.V.

Treasury stock

At December 31, 2003 the Company held 18 shares of Treasury Stock reserved for heirs of deceased employees who were
eligible in accordance with the resolution of the Annual Shareholders' Meeting held on June 10, 1994.
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Hospodarsky vysledek z bézné ¢innosti po zdanéni pripadajici na jednu akcii

2003 2002 2001
Zisk po zdanéni z bézné Cinnosti 4 324 708 3941 702 3381843
Pocet akcif 2 745 386 2 745 386 2 745 386
Zisk po zdanéni z bézné Cinnosti pripadajici na jednu akcii 1575 1436 1232

Vyse dividendy za posledni tfi obdobi
Za rok 2002 Spolecnost vyplatila dividendu na jednu akcii ve vy$i 1 448 K& (2001: 1 240 K&) pred zdanénim. O tom, zda bude vyplacena

dividenda za Gcetni obdobi 2003 a v jaké vysi, rozhodnou akcionari na radné valné hromade, kteréa se bude konat dne 26. 4. 2004.

6. Rezervy (v tis. K&)

Zmény na Uctech rezerv |ze analyzovat takto:

Rezerva Rezerva
na dan na opravy Ostatni

Z piijma a udrzovani rezervy Celkem
Stav k 1. 1. 2001 1304 254 6 365 87 308 1397 927
Tvorba 1587 767 0 14 181 1601948
PouZitf 1304 254 6 365 28 221 1338 840
Stav k 31. 12. 2001 1587 767 0 73 268 1661 035
Tvorba 1762827 0 0 1762 827
Pouziti 1587 767 0 48 680 1636 447
Stav k 31. 12. 2002 1762827 0 24 588 1787 415
Tvorba 1933 950 0 6 797 1940 747
PouZiti 1762827 0 24 588 1787 415
Stav k 31. 12. 2003 1933950 0 6 797 1940 747

7. Zavazky

Spole¢nost nemé zévazky po |hité splatnosti. Zavazky z obchodnich vztahd, jiné zévazky a zévazky z titulu prijatych Gvérd

nebyly zajistény majetkem Spole¢nosti.

Jiné zavazky, které tvori podstatnou ¢ast celkovych zavazk(, zahrnuji hlavné zavazek vici Celnimu Gradu Kutné Hora
ve vy8i 4 380 751 tis. K& (2002: 1 564 513 tis. K& 2001: 1 719 829 tis. K&).

Analyza kratkodobych zévazkd se spriznénymi osobami je uvedena v bodé 10.

8. Derivatové finanéni nastroje

Ke dni Gcetni zaveérky Spolecnost ocekavé transakce v zahrani¢ni méné z titulu budoucich nakupt. K zajisténi téchto
transakei Spolecnost nakoupila ménové opce, o kterych Gétuje jako o zajistovacich finanénich derivatech. VSechny tyto

opce jsou splatné do jednoho roku. Spole¢nost nepouziva komoditni derivaty.

K 31. 12. 2003 byla nominalni hodnota otevienych zajistovacich kontraktd 14 810 tis. K& a jejich re4lna hodnota byla
789 tis. K&. Pro uréeni redlné hodnoty derivat pouziva Spoleénost opéni cenové modely. Redlna hodnota je vykazéna
v ostatnich pohledavkach. K 31. 12. 2002 a 31. 12. 2001 neméla Spolecnost zddné otevrené derivatové obchody.
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Income on ordinary activities after taxation per share

2003 2002 2001
Income after taxation on ordinary activities 4 324 708 3941 702 3381843
Number of shares 2 745 386 2 745 386 2 745 386
Income after taxation on ordinary activities per share 1575 1436 1232

Dividends for the last three accounting periods
For the accounting periods 2002 and 2001 the Company paid dividends (before tax) of K& 1 448 and K& 1 240, respectively per share.
Disbursement of dividends for the 2003 accounting period will be decided at the Annual General Meeting scheduled for April 26, 2004.

6. Provisions (in K& 000's)

Changes in provisions were as follows:
Legal provision

Provision for (repairs and Other

income tax maintenance) provisions Total
Balance 1. 1. 2001 1304 254 6 365 87 308 1397 927
Creation 1587 767 0 14 181 1601 948
Usage 1304 254 6 365 28 221 1338 840
Balance 31. 12. 2001 1587 767 0 73 268 1661 035
Creation 1762827 0 0 1762 827
Usage 1587 767 0 48 680 1636 447
Balance 31. 12. 2002 1762 827 0 24 588 1787 415
Creation 1933950 0 6 797 1940 747
Usage 1762 827 0 24 588 1787 415
Balance 31. 12. 2003 1933950 0 6 797 1940 747

7. Payables

The Company has no overdue payables or payables secured by lien.

Accounts payable - other is the main component of short-term liabilities and primarily includes K¢ 4 380 751k payable
to the Customs office in Kutna Hora (2002: K& 1 564 513k; 2001: K& 1 719 829k).

See Note 10 for an analysis of payables from related parties.

8. Derivative financial instruments

At the balance sheet date, the Company expects foreign currency cash out flows resulting from future purchase transactions.
To hedge part of this exposure, the Company entered into currency options derivative financial instruments. These options
are treated as a cash flow hedge in the Company's accounts. All currency options are due within one year. The Company

does not use commodity derivatives.

The nominal value of open hedging contracts was K¢ 14 810k and their fair value was K¢ 789k at December 31, 2003.
Option pricing models are used to determine the fair value of derivative financial instruments. The fair value
of the derivatives is reported in other receivables. At December 31, 2002 and at December 31, 2001 the Company did

not have any open derivative financial transactions.
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9. Dané (v tis. K&)

Dan z prijma

Darovy naklad zahrnuje:

2003 2002 2001
Dan z prijm0 - splatna 1933950 1762 827 1587 767
Dan z prijm0 - odloZené -94 930 -22 746 -999
Uprava dariového nakladu minulého obdobf podle
skute¢né podaného danového priznani 16 521 -11 280 13 447
Daf z ptfjmd - dodateéné odvody (+) / vratky () 0 7152 -370
Dan z prijmd celkem 1855 541 1735953 1599 845
Splatné dan z prijm0 byla vypocitana nasledovné:

Rezerva Danové priznani

2003 2002 2001
Hospodarsky vysledek pred zdanénim 6 180 249 5712 444 5 006 600
Polozky zvysujici zaklad dané 292 453 408 363 513 043
Polozky snizujici zaklad dané 28 609 201 780 297 740
Zéklad dané 6 444 093 5919 027 5221903
Dan ve vysi 31 % 1997 669 1834 898 1618 790
Sleva na dani 63 719 55 550 42 302
Dan z prijm0 splatna 1933950 1779 348 1576 488

Odlozena dan

Pri vypoctu odlozené dané je pouzita sazba dané z prijma platna pro obdobi, ve kterém budou odloZené danova pohledéavka

nebo zavazek uplatnény.

K 31. 12. 2003 byly odloZena dahovéa pohledavka (+) a zavazek (-) vypodteny ve vysi 28, 26 a 24 % ze zékladu (v zavislosti
na roce, ve kterém dojde k realizaci do¢asnych rozdild) a k 31. 12. 2002 a 2001 byly vypocteny ve vysi 31 % ze zékladu.

Cisty odloZeny dariovy zévazek Ize analyzovat nasledovné:
31.12. 2003 31. 12. 2002 31.12. 2001

Kumulovany rozdil mezi G¢etnimi

a danovymi odpisy dlouhodobého majetku -288 575 -397 457 -437 787
Dalsi docasné rozdily 32909 46 861 64 445
Precenéni ménovych opci na redlnou hodnotu 3926 0 0
Cisty odloZeny datovy zavazek -251 740 -350 596 -373 342

Zména vypoctu odlozené dané z titulu snizeni sazby dané z prijmd z 31 % na 28 % v roce 2004, na 26 % v roce 2005 a na
24 % v roce 2006 zpUsobila snizeni celkového zévazku odlozené danové povinnosti k 31. 12. 2003 o 64 906 tis. K.
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9. Taxation (in K& 000's)
Income tax
The income tax expense is comprised of the following:

2003 2002 2001
Income tax — current 1933950 1762 827 1587 767
Income tax - deferred -94 930 -22 746 -999
Adjustment of prior year income tax expense 16 521 -11 280 13 447
Income tax — supplementary 0 7152 -370
Total Income Tax Expense 1855 541 1735953 1599 845
Current tax can be analyzed as follows:

Provision Tax return

2003 2002 2001
Net Profit Before Taxation 6 180 249 5712 444 5 006 600
Amount add to tax base 292 453 408 363 513 043
Amount deducted from tax base 28 609 201 780 297 740
Income Tax Base 6 444 093 5919 027 5221903
Corporate Tax at 31% 1997 669 1834 898 1618 790
Tax allowance 63 719 55550 42 302
Current Tax 1933 950 1779 348 1576 488

Deferred tax

Deferred tax is computed using the enacted tax rates for the periods in which the realization of the asset or liability is anticipated.

At December 31, 2003 the deferred tax asset (+) and liability (-) was calculated at the rate of 28%, 26% and 24% (depending upon
the period in which the temporary difference is expected to reverse) and at December 31, 2002 and December 31, 2001

at the rate 31%.

The net deferred tax liability can be analyzed as follows:

31. 12. 2003 31. 12. 2002 31.12. 2001
Cumulative difference between accounting
and tax depreciation of fixed assets -288 575 -397 457 -437 787
Temporary differences of other assets or liabilities 32 909 46 861 64 445
Currency options revaluation to fair value 3926 0 0
Net Deferred Tax Liability -251 740 -350 596 -373 342

The change in the deferred tax calculation resulting from the decrease of the enacted income tax rate from 31% to 28% in 2004,
26% in 2005 and 24% in 2006 resulted in a decrease of the total deferred tax liability at December 31, 2003 by K¢ 64 906k.
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10. Sptiznéné osoby (v tis. K&)

Spole¢nost méla néasledujici transakce s podniky ve skupiné Altria:

2 00 3 - FINANT CNI

VYSLEDEKY

2003 2002 2001
Philip Morris Slovakia s.r.o. 1880 853 2028 253 2021098
Philip Morris Products S.A. 808 507 860 371 1313 750
Philip Morris Management Services S.A. 21460 24 467 20 557
Philip Morris International Management S.A. 20 541 12175 0
Philip Morris Hungary Ltd. 15812 7765 22 875
Philip Morris World Trade S AR.L. 4515 7 589 9223
Philip Morris Holland B.V. 25 20 766 16 015
Ostatni 23 443 46 049 101917
Prodej vyrobka, zboZi a sluzeb celkem 2775 156 3007 435 3 505 435
Philip Morris Products S.A. 591 259 184 448 223 345
Philip Morris Holland B.V. 519 902 731 856 918 553
Philip Morris Products Trading Division S.A. 467 826 736 749 1062 628
Philip Morris International Management S.A. 315 048 5121 0
Philip Morris Management Services S.A. 147 261 193 163 158 478
Philip Morris Polska S.A 116 193 120 713 0
Ostatni 50 171 40 486 220 744
Nakup materialu, zbozi a sluzeb celkem 2 207 660 2012 536 2 583 748
Altria Group, Inc. 132 087 145 908 32381
Altria Finance Europe AG 38 907 77 364 123 506
Vynosové Groky celkem 170 994 223272 155 887
Altria Finance Europe AG 695 966 1626
Nékladové dGroky celkem 695 966 1626
Spolecnost vykazala nasledujici zlstatky s podniky ve skupiné Altria:
31.12. 2003 31. 12. 2002 31.12. 2001
Pohledavky z obchodnich vztah( 249 972 289 576 347 844
Jiné pohledavky 7644 917 6 881 449 5355756
Kratkodobé pohledavky celkem 7 894 889 7171025 5 703 600
Zévazky z obchodnich vztah 163 658 246 261 256 298
Jiné zévazky 2 659 19 090 68 589
Kratkodobé zavazky celkem 166 317 265 351 324 887

Jiné pohledavky zahrnuji zejména Grocené kratkodobé pljeky Altria Group, Inc. ve vy$i 6 000 000 tis. K& (2002:
5 700 000 tis. K& 2001: 3 600 000 tis. K&) a Altria Finance Europe AG ve vysi 1 644 917 tis. K& (2002: 1 181 449 tis. K&;

2001: 1 755 756 tis. K&).

Spolecnost neposkytla svym akcionaram zadné zaruky.
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10. Related parties (in K& 000's)
The Company had the following transactions with the Altria group of companies:
2003 2002 2001

Philip Morris Slovakia s.r.o. 1880 853 2028 253 2021098
Philip Morris Products S.A. 808 507 860 371 1313 750
Philip Morris Management Services S.A. 21460 24 467 20 557
Philip Morris International Management S.A. 20 541 12175 0
Philip Morris Hungary Ltd. 15812 7765 22 875
Philip Morris World Trade S AR.L. 4515 7 589 9223
Philip Morris Holland B.V. 25 20 766 16 015
Other 23 443 46 049 101 917
Total Sales of Goods and Services 2775156 3007 435 3 505 435
Philip Morris Products S.A. 591 259 184 448 223 345
Philip Morris Holland B.V. 519 902 731 856 918 553
Philip Morris Products Trading Division S.A. 467 826 736 749 1062 628
Philip Morris International Management S.A. 315 048 5121 0
Philip Morris Management Services S.A. 147 261 193 163 158 478
Philip Morris Polska S.A 116 193 120 713 0
Other 50 171 40 486 220 744
Total Purchase of Materials, Goods and Services 2 207 660 2012 536 2 583 748
Altria Group, Inc. 132 087 145 908 32381
Altria Finance Europe AG 38 907 77 364 123 506
Total Interest Income 170 994 223 272 155 887
Altria Finance Europe AG 695 966 1626
Total Interest Expense 695 966 1626
The Company had the following balances with the Altria group of companies:

31. 12. 2003 31. 12. 2002 31.12. 2001
Accounts Receivables - Trade 249 972 289 576 347 844
Accounts Receivables — Other 7644 917 6 881 449 5355 756
Total Short — Term Receivables 7 894 889 7171025 5 703 600
Accounts Payable - Trade 163 658 246 261 256 298
Accounts Payable — Other 2 659 19 090 68 589
Total Short - Term Payables 166 317 265 351 324 887

Other receivables include interest bearing short-term loans of K& 6 000 000k with Altria Group, Inc. (2002: K& 5 700 000k;
2001: K& 3 600 000k) and K& 1 644 917k with Altria Finance Europe AG (2002: K& 1 181 449k; 2001: K& 1 755 756k).

The Company did not provide its shareholders with any guaranties.
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11. Vynosy z hlavni &innosti (v tis. K&)

2003 2002 2001
Tuzemsko 10 586 183 10 253 926 10 272 220
Slovenské republika 1839 232 1958 675 1936 613
Ostatni export 787 264 869 385 1385277
Vynosy celkem 13 212 679 13 081 986 13 594 110

Hlavn{ &innost zahrnuje prodej zasob vlastnf vyroby, zboZi (cigarety a material na vyrobu cigaret) a poskytovéani souvisejicich

sluzeb.

12. Vybrané Gdaje o zamé&stnancich (v tis. K¢&)

2003 Zaméstnanci Ridici pracovnici Celkem
Mzdové naklady 546 841 69 352 616 193
Néklady na sociélni zabezpeceni a zdravotni pojisténi 207 388 24 273 231661
Sociélni naklady 29 055 470 29 525
Osobni naklady celkem 783 284 94 095 877 379
2002

Mzdové naklady 579 081 56 447 635 528
Néklady na sociélni zabezpeceni a zdravotni pojisténi 216 340 20 322 236 662
Sociélni naklady 34 494 887 35381
Osobni naklady celkem 829 915 77 656 907 571
2001

Mzdové naklady 555072 60 605 615677
Néklady na sociélni zabezpedeni a zdravotni pojistént 207 144 21212 228 356
Sociélni naklady 30651 0 30651
Osobni naklady celkem 792 867 81817 874 684

Priimérny podet zaméstnanct v roce 2003 byl 1 381 (2002: 1 424; 2001: 1 505), z toho bylo 37 ¥idicich pracovnikd
(2002: 33; 2001: 29). Ridici pracovnici Spole¢nosti zahrnuji zaméstnance, kteif jsou &leny predstavenstva, feditele odbort

a vedouci Usekd.

Spole¢nost kromé zakonného sociélniho zabezpeceni poskytuje prispévek na penzijni pripojisténi svych zaméstnancd

podle podminek definovanych planem penzijniho pripojisténi Spole¢nosti.

Clenové predstavenstva a dozordf rady (véetné& byvalych &lend) a fdicl pracovnici nemajf vii&i Spole&nosti a4dné pohledavky
ani zavazky. Ridici pracovnici maji na zékladé smlouvy k dispozici podnikové auta. Typ auta zavisi na postaveni v hierarchii

podnikového rizeni a je stanoven ve smérnicich Spolecnosti.

K 31.12. 2003 ¢&lenové dozoréi rady vlastnili 11 kust akcif (2002: 10 kust; 2001: 55 kus(), ¢lenové predstavenstva
nevlastnili z4dné akcie a fidici pracovnici vlastnili 206 kust (2002: 222 kust; 2001: 359 kus(i) akcii Spolegnosti.
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11. Revenues from primary business activities (in K& 000's)

2003 2002 2001
Domestic 10 586 183 10 253 926 10 272 220
Slovak Republic 1839 232 1958 675 1936 613
Other export 787 264 869 385 1385277
Total 13 212 679 13 081 986 13 594 110

Primary activities are comprised of the sale of cigarettes, goods for resale (cigarettes and materials for the production

of cigarettes) and the related services.

12. Selected employee information (in K& 000's)

2003 Employees Managers Total
Wages and salaries 546 841 69 352 616 193
Social security expenses 207 388 24 273 231661
Other social expenses 29 055 470 29 525
Total Labour Costs 783 284 94 095 877 379
2002

Wages and salaries 579 081 56 447 635 528
Social security expenses 216 340 20 322 236 662
Other social expenses 34 494 887 35381
Total Labour Costs 829 915 77 656 907 571
2001

Wages and salaries 555072 60 605 615 677
Social security expenses 207 144 21212 228 356
Other social expenses 30 651 0 30 651
Total Labour Costs 792 867 81817 874 684

In 2003 there were an average of 1 381 employees (2002: 1 424; 2001: 1 505) including 37 managers (2002: 33; 2001: 29).
Managers of the Company include employees who are members of the Board of Directors, department heads and senior

managers.

In addition to statutory social insurance, the Company contributes to a supplementary pension savings for employees

according to the conditions defined in the Supplementary Pension Plan Policy.

Members of the Board of Directors, Supervisory Board (including former members) and managers do not have any debt
with the Company or amounts due to them by the Company. Managers of the Company are provided with cars based

on contractual arrangements. The type of car is based on the position within the Company and is defined by the Company policy.

Members of the Supervisory Board owned 11 shares (2002:10; 2001: 55), the Board of Directors did not own any shares
and managers owned 206 shares (2002: 222; 2001: 359) at December 31, 2003.
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13. Smluvni zavazky

Céstka najemného, ktera byla v roce 2003 vynalozena v souvislosti s pronajmem nebytovych prostor, ¢inila 102 703 tis. K&
(2002: 105 897 tis. K&; 2001: 98 512 tis. K&).

K 31. 12. 2003 méla Spolecnost smluvni zavazky z titulu prondjmu na rok 2004 v celkové vysi 72 921 tis. K& a 212 585 tis. K&

na néasledujici léta.

Citibank a.s. Praha prodlouzila Spole¢nosti k 31. 12. 2003 z&ruku na zévazky z titulu souc¢asného i budouciho pronajmu
budovy ve prospéch pronajimatele administrativni budovy ve snizené ¢astce 1 235 tis. EUR (2002: 2 750 tis. EUR;
2001: 475 tis. EUR). Citibank a.s. Praha déle poskytuje zaruky na zajisténf celnfho dluhu Celnimu Gfadu Kutna Hora

ve vy$i 60 000 tis. K& (2002: 30 000 tis. K& 2001: 0 tis. K& a Celnimu Feditelstvi Praha ve vysi 100 000 tis. K& (2002
100 000 tis. K& 2001: 0 tis. K&).

14. Ostatni

Veskery dlouhodoby nehmotny a hmotny majetek byl financovan z vlastnich zdroji Spole¢nosti. K 31. 12. 2003 bylo

vedenim Spoleénosti schvéleno porizeni dlouhodobého majetku — nédkup vyrobniho zarizent.

Spole¢nost nenf Gc¢astna zadnych soudnich, spravnich nebo rozhodgdich Fizeni, kterd by méla nebo mohla mit vyznamny

vliv na finanéni situaci Spole¢nosti.

V Gcetnim obdobi 2003 nenastala zddna preruseni podnikéni Spole¢nosti, kterd by méla nebo mohla mit vyznamny vliv

na finan¢ni situaci Spole¢nosti.

15. Udalosti, které nastaly mezi datem Gcetni zavérky a dnem jejiho schvaleni

Po rozvahovém dni nedoslo k zadnym udélostem, které by mély vyznamny dopad na Géetni zavérku k 31. 12. 2003.
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13. Commitments

The total amount of rent payments for warehousing and office space amounted to K& 102 705k in 2003 (2002: K& 105 897k;
2001: K& 98 512k).

At December 31, 2003 future rent commitments for 2004 are K& 72 921k and K¢ 212 585k for subsequent years.

At December 31, 2003 Citibank a.s. Prague prolonged a guarantee for the Company's future lease obligations or current
lease obligation in the decreased amount of EUR 1 235k (2002: EUR 2 750k; 2001: EUR 475k) with the lessor
of the headquarter building as the beneficiary. Citibank a.s. Prague also has provided guarantees for the security of customs

debts of K& 60 000k (2002: K& 30 000k; 2001: K& 0) with Customs Office Kutna Hora and K& 100 000k (2002:
K& 100 000k; 2001: K& 0) with Customs Directorate Prague as the beneficiary.

14. Other

All investments in fixed assets were financed by the Company's own resources. At December 31, 2003 management had

approved projects related to the acquisition of manufacturing equipment.

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.

In 2003 no business interruptions occurred that had or might have a significant effect on the financial situation

of the Company.

15. Post balance sheet events

No events have occurred subsequent to year-end that would have a material impact on the financial statements
as at December 371, 2003.
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ZPRAVA NEZAVISLYCH AUDITORU

AKCIONARUM SPOLECNOSTI PHILIP MORRIS CR a.s.

Provedli jsme audit pfiloZené rozvahy spoleénosti Philip Morris CR a.s. k 31. prosinci 2003, souvisejiciho vykazu zisku
a ztraty, prehledu o zménach vlastniho kapitalu, prehledu o penéznich tocich a prilohy za rok 2003 uvedenych ve vyroéni
zpravé na stranach 66 — 103 (déle ,G&etnf zavérka®). Za sestaveni G&etni zavérky a za vedenf G&etnictvi odpovida

predstavenstvo spolecnosti. Nasi Glohou je vydat na zékladé auditu vyrok k této Gdetni zavérce.

Audit jsme provedli v souladu se zékonem o auditorech a auditorskymi smérnicemi Komory auditorti Ceské republiky.
Tyto normy pozaduji, aby byl audit naplénovén a proveden tak, aby auditor ziskal primérenou jistotu, ze Gletni zévérka
neobsahuje vyznamné nespréavnosti. Audit zahrnuje vybérovym zplsobem provedend ovéreni prikaznosti castek
a informaci uvedenych v Gcetni zavérce. Audit rovnéz zahrnuje posouzeni pouzitych Géetnich postupl a vyznamnych
odhadt ucinénych vedenim spole¢nosti a zhodnoceni celkové prezentace Gcetni zavérky. Jsme presvéddeni, ze provedeny

audit poskytuje priméreny podklad pro vydani vyroku.

Podle naseho nézoru prilozend Gletni zdvérka podéva ve vsech vyznamnych ohledech vérny a poctivy obraz aktiv,
zéavazk( a vlastniho kapitalu spole¢nosti Philip Morris CR a.s. k 31. prosinci 2003, vysledku jejiho hospodateni, zmén
jejtho vlastniho kapitélu a jejich penéznich tok( za rok 2003 v souladu se zékonem o Gdetnictvi a ostatnimi prislusnymi

predpisy Ceské republiky.

Déle jsme provedli provérku prilozené zpréavy o vztazich mezi spolecnosti a jeji ovladajici osobou Philip Morris Holland B.V,,
a mezi spoleénosti a ostatnimi spole¢nostmi ovlddanymi Philip Morris Holland B.V. (,Zpréva”), uvedené na stranach
106 - 109 této vyro¢ni zpravy. Za Uplnost a spravnost Zpravy odpovida predstavenstvo spolec¢nosti. Nasi odpovédnosti
je ovérit spravnost Gdaji uvedenych ve Zprévé. Nasi provérku jsme provedli v souladu s auditorskymi smérnicemi
Komory auditor(i Ceské republiky, vztahujicimi se k provérkam zprav o vztazich mezi propojenymi osobami. Tyto smérnice
pozaduji, aby byla provérka naplanovana a provedena tak, abychom ziskali stfedni Groven jistoty, ze Zprava neobsahuje
vyznamné nespravnosti. Pfi provérce jsme nezaznamenali Zzddné skutecnosti, které by nas vedly k domnénce, Ze prilozena

Zpréava nebyla ve vSech vyznamnych ohledech radné pripravena.

12. brezna 2004

Priscwrtiooraloopon

PricewaterhouseCoopers Audit, s.r.o.

zastoupeny

Thinsan. Juidon i /
Thomas Linder Pavel Kulhavy

partner auditor, osvédcéeni ¢. 1538

PRICEAVATERHOUSE(COPERS

PricewaterhouseCoopers Audit, s.r.o., Katefinska 40/466, 120 00 Praha 2, Ceské republika, telefon +420 251 151 111, fax +420 251 156 111

PricewaterhouseCoopers Audit, s.r.o., se sidlem Katefinska 40/466, 120 00 Praha 2, ICO: 40765521, zapsané v obchodnim rejstifku vedeném

Méstskym soudem v Praze, oddil C, vlozka 3637, a v seznamu auditorskych spolednosti u Komory auditort Ceské republiky pod osvédéenim &islo 021.
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REPORT OF INDEPENDENT AUDITORS

TO THE SHAREHOLDERS OF PHILIP MORRIS CR a.s.

We have audited the accompanying balance sheet of Philip Morris CR a.s. as at 31 December 2003, the related income
statement, statement of changes in shareholders’ equity, cash flow statement and notes for the year then ended presented
in the annual report of the Company on pages 66 — 103 (“the financial statements”). The financial statements and underlying
accounting records are the responsibility of the Company’s Board of Directors. Our responsibility is to express an opinion on

these financial statements based on our audit.

We conducted our audit in accordance with the Act on Auditors and Auditing Standards of the Chamber of Auditors of
the Czech Republic. Those auditing standards require that we plan and perform the audit to obtain reasonable assurance
as to whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement

presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion the accompanying financial statements give a true and fair view, in all material respects, of the assets,
liabilities and equity of Philip Morris CR a.s. as at 31 December 2003, and the results of its operations, its changes in equity
and its cash flows for the year then ended in accordance with the Act on Accounting and other relevant legislation of
the Czech Republic.

We have also reviewed the accompanying report on relations between the Company and its controlling party Philip Morris
Holland B.V. and between the Company and the other parties controlled by Philip Morris Holland B.V. on pages 106 - 109
(“the Report”). The completeness and accuracy of the Report is the responsibility of the Board of Directors. Our responsibility
is to review the accuracy of information included in the report. We conducted our review in accordance with the auditing
standards of the Chamber of Auditors of the Czech Republic related to reviews of reports on relations between related
parties. These standards require that we plan and perform the review to obtain moderate assurance as to whether
the Report is free of material misstatement. 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.

12 March 2004

PricewaterhouseCoopers Audit, s.r.o.

represented by

Y X oo Ll 4

Thomas Linder Pavel Kulhavy
Partner Auditor, Licence No. 1538

PRICEWATERHOUSE(QOPERS

PricewaterhouseCoopers Audit, s.r.o., Katefinska 40/466, 120 00 Prague 2, Czech Republic, telephone +420 251 151 111, facsimile +420 251 156 111

PricewaterhouseCoopers Audit, s.r.o., registered seat Katerinska 40/466, 120 00 Prague 2, Czech Republic, Identification Number: 40765521, registered with
the Commercial Register kept by the Municipal Court in Prague, Section C, Insert 3637, and in the Register of Audit Companies with the Chamber of Auditors
of the Czech Republic under Licence No 021. >105<
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Zprava o vztazich mezi propojenymi osobami
za rok kondici 31. 12. 2003

Nésledujici doplnujici informace vztahujici se k Géetnimu obdobi roku 2003 jsou poskytovany dle § 66a odstavce 9
zékona ¢. 513/1991 Sb., obchodniho zékoniku.

DEFINICE

Ovladdana osoba:
Ovléadajici osoba:

Propojené osoby:

Philip Morris CR a.s.
Philip Morris Holland B.V.
spole¢nosti primo ¢i nepfimo ovladané Philip Morris Holland B.V. jakoz i Altria Group, Inc., které

je ovladajici osobou koncernu na nejvyssi Grovni

Smlouvy a dodatky k existujicim smlouvam uzavrené s ovladajici osobou a propojenymi osobami

V prabéhu roku 2003:

Spolec¢nost Smlouva Datum
Prodej zboZi a sluzeb
Philip Morris Romania SRL Smlouva o poskytovani personalnich sluzeb 1. zari 2003
Smlouva o poskytovani sluzeb 3. Unora 2003
Philip Morris Products S.A. Dohoda o smluvni vyrobé 1. ledna 2003
OAO Philip Morris Kuban Kupni smlouva 25. ¢ervna 2003
Philip Morris Slovakia s.r.o. Najemni smlouva - dodatek ¢. 8 1. ledna 2003
Najemni smlouva - dodatek ¢. 9 1. listopadu 2003
Smlouva o poskytovani sluzeb v oblasti
informacnich systém( - dodatek ¢. 1 1. cervence 2003
Kupni smlouva 1. ledna 2003
Kupni smlouva 1. ledna 2003
Tabaqueira S.A. Smlouva o poskytovani sluzeb 26. kvétna 2003
Smlouva o poskytovani sluzeb 8. zari 2003
JSC Philip Morris Ukraine Smlouva o poskytovani sluzeb 17. ledna 2003
Smlouva o poskytovani sluzeb 22. prosince 2003
Nékup zboZi a sluzeb
Philip Morris Slovakia s.r.o. Kupni smlouva - dodatek ¢. 1 1. ledna 2003
Kupni smlouva 1. zari 2003
Philip Morris Products S.A. Kupni smlouva 1. ledna 2003
Kupni smlouva 17. ledna 2003
Kupni smlouva 16. kvétna 2003
Philip Morris Polska S.A. Kupni smlouva 1. ledna 2003
Kupni smlouva 1. ledna 2003
Philip Morris International Management S.A. Smlouva o poskytovani sluzeb 1. ledna 2003
OJSS Philip Morris Kazakhstan Kupni smlouva 18. dervence 2003
JSC Philip Morris Ukraine Smlouva o poskytovani sluzeb 17. ledna 2003
Smlouva o poskytovani sluzeb 22. prosince 2003

Ostatni pInénf a protiplnéni uvedena v priloze k G¢etni zavérce, v ¢asti lll.10, byla realizovédna na zakladé vzajemnych

dohod, bez uzavreni pisemnych smluv.
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Report on Relations between Related Parties
for the Year Ended December 31, 2003

The following additional disclosures are provided for the accounting period 2003 in accordance with the provision
of Article 66a (9) of the Czech Commercial Code.

DEFINITIONS

Controlled Entity:
Controlling Entity:
Related parties:

Philip Morris CR a.s.

Philip Morris Holland B.V.

Companies controlled directly or indirectly by Philip Morris Holland B.V. as well as by Altria Group,
Inc. which is the ultimate holding company of Philip Morris Holland B.V.

Contracts and amendments to the existing contracts concluded with the Controlling Entity and related parties

During 2003:
Company Contract Conclusion date
Sales of goods and services
Philip Morris Romania SRL Personnel Services Agreement September 1, 2003
Service Agreement February 3, 2003
Philip Morris Products S.A. Contract Manufacturing Agreement January 1, 2003
OAO Philip Morris Kuban Purchase - Sale Contract June 25, 2003
Philip Morris Slovakia s.r.o. Master Lease Agreement — Amendment No. 8 January 1, 2003
Master Lease Agreement — Amendment No. 9 November 1, 2003
Information Systems Services Agreement
- Amendment No. 1 July 1, 2003
Purchase Agreement January 1, 2003
Purchase Agreement January 1, 2003
Tabaqueira S.A. Service Agreement May 26, 2003
Service Agreement September 8, 2003
JSC Philip Morris Ukraine Service Contract January 17, 2003
Service Contract December 22, 2003
Purchase of goods and services
Philip Morris Slovakia s.r.o. Contract of Purchase - Amendment No. 1 January 1, 2003
Contract of Purchase September 1, 2003
Philip Morris Products S.A. Contract of Purchase January 1, 2003
Contract of Purchase January 17, 2003
Contract of Purchase May 16, 2003
Philip Morris Polska S.A. Contract of Purchase January 1, 2003
Contract of Purchase January 1, 2003
Philip Morris International Management S.A. Services Agreement January 1, 2003
OJSS Philip Morris Kazakhstan Contract of Purchase July 18, 2003
JSC Philip Morris Ukraine Service Contract January 17, 2003
Service Contract December 22, 2003

Other performances and counter-performances as specified in Notes to Financial Statements, paragraph [11.10 were

fulfilled based on negotiated offers without concluding written contracts.
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JINE PRAVNI UKONY A OPATRENI

Vyjma vyse uvedenych smluvnich vztahl nebyly mezi propojenymi osobami ucinény pravni Gkony, které byly v z&jmu
téchto osob, a ze strany ovladané osoby nebyla pfijata ani uskute¢néna zadné opatieni v zajmu nebo na popud ovladajici

osoby v pribéhu predmétného Gcetniho obdobi.

VSechna plnéni a protiplnéni mezi ovladanou a ovladajici osobou, nebo ostatnimi propojenymi osobami, byla poskytovana
na zékladé vyse uvedenych smluv a vzdjemnych dohod. Ovladané osobé nevznikla zadné Gjma v disledku uzavren{
zminénych smluy, prijatych pInéni nebo poskytnutych protiplnéni. Transakce uskute¢néné mezi propojenymi osobami

jsou podrobné uvedeny v priloze k Gcetni zavérce, v ¢asti l11.10.

Dne 12. 3. 2004

K. lan Ferguson Robert Hutchison
predseda predstavenstva ¢len predstavenstva
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OTHER LEGAL ACTS AND MEASURES

Apart from the above-mentioned contracts no other legal acts were made between related parties, and no other measures
were adopted or effected by the Controlled Entity in the interest, or at the initiative of the Controlling Entity and/or entities
controlled by the Controlling Entity in the accounting period.

All performances and counter-performances between the Controlled Entity and the Controlling Entity and/or the entities
controlled by the Controlling Entity were fulfilled based on the above-mentioned contracts or on negotiated offers.
No detriment arose to the Controlled Entity due to the said contracts, supplied performances or effected counter-perfor-

mances. Related party transactions are detailed in the Notes to Financial Statements, paragraph I11.10.

March 12, 2004

—
K. lan Ferguson Robert Hutchison
Chairman of the Board of Directors Member of the Board of Directors
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PHILIP MORRIS CR

Sidlo spole¢nosti / Registered Address
Philip Morris CR a.s.
Vitézna 1
284 01 Kutna Hora

Vedeni spolecnosti / Headquarters
Karlovo ndm. 10
120 00 Praha 2
tel.: (+420) 266 702 111, fax: (+420) 266 702 333
IC: 14803534
ISIN: CS008418869

Spolec¢nost je zapsané v obchodnim rejstiiku vedeném u Méstského soudu v Praze, v oddilu B, vloZce 627





