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/prava predstavenstva

PHILIP MORRIS CR

Report of the Board of Directors




Philip Morris CR a.s. je prednim vyrobcem a prodejcem
tabakovych vyrobk v Ceské republice. Dospélym
zékaznikdim nabizi oblibené mezinarodni a domaci znacky
cigaret, jako jsou Marlboro, L&M, Petra a Sparta ve vice
nez padesati variantach, které pokryvaji siroké spektrum
vyrobk, pokud jde o chut i cenovou Groven.

Philip Morris CR a.s. patif do skupiny Philip Morris
International, Inc., jedné ze spolecnosti Altria Group, Inc.

K 30. ¢ervnu 2006 vlastnila spolecnost Altria Group, Inc.
priblizné 88,1% podil ve spolecnosti Kraft Foods, Inc. a 100%
podil v Philip Morris International Inc., Philip Morris USA Inc.
a Philip Morris Capital Corporation. Skupina spolecnosti Altria
mé také priblizné 28,7% podil v SABMiller plc. Altria Group,
Inc. doséhla za rok 2005 &istych provoznich vynost

v celkové vysi 97,9 miliardy dolard.

Zprava predstavenstva

Zpréva predstavenstva vychazi z konsolidovanych
pololetnich finanénich vykazti Philip Morris CR a.s. a Philip
Morris Slovakia s.r.o., které byly pripraveny v souladu

s Mezinarodnimi standardy Gcetniho vykaznictvi (IFRS).

Konsolidované hlavni Gdaje (v milionech k&)

ve prospéch levngjsich konkurencénich znacek. Ztrata trzniho
podilu se projevila zejména u znacky Start 70, tento trend
byl jen ¢astecné zmirnén nardstem trzniho podilu znacky
Red & White v dUsledku snizen jeji ceny.

Trzby v tuzemsku poklesly v porovnéni se stejnym
obdobim predchazejiciho roku o 21,5 %. Kromé snizeni
odbytu bylo pricinou i zvyseni podilu levnych znacek

na objemu prodejli a absorbovani zvysené spotiebni dané
od cervence 2005 u drazsich znacek véetné Petra a LEM.

Podle kontinuélniho sledovéni vyvoje maloobchodu
agentury ACNielsen poklesl podil nasich znacek na trhu

v prvnich Sesti mésicich roku 2006 o 6,2 procentnich
bodd na 62,8 % v porovnani se stejnym obdobim
predchazejiciho roku. Podle naseho nazoru byl pokles
podilu zapticinén nabidkou levnych konkurencnich
znacek. Nicméné od zadatku roku 2006 byl celkovy trzni
podil nasi spolecnosti v podstaté na stejné trovni.

Podnikani na Slovensku

Pololeti koncici 30. éervnem

2006 2005
Trzby 4787 5735
Zisk pred zdanénim 1488 2032
Zisk po zdanéni 1093 1457
Zisk na akeii (v K&) 398 530

Celkovy odbyt (v miliardach jednotek) 9,7 10,6

Podnikani v Ceské republice

Objem domaéciho odbytu v prvnich Sesti mésicich roku 2006
poklesl v porovnani se stejnym obdobim predchézejiciho

roku o 10,2%, coz odrézi zejména ztratu trzniho podilu

Odbyt na Slovensku v prvnich Sesti mésicich roku 2006

se mirné zvysil o 1,2% v porovnani se stejnym obdobim
predchoziho roku diky znacce Clea, které byla uvedena
na trh do nejlevnéjsiho cenového segmentu v kvétnu 2005.

Trzby na Slovensku poklesly v porovnani se stejnym
obdobim predchazejiciho roku 0 9,2% v dasledku zvysenf
podilu levnych znadek na objemu prodeji.

Podle kontinualniho sledovéani vyvoje trzniho podilu
agenturou ACNielsen, podil nasich znacek poklesl

o 1 procentni bod na 59,2 % v porovnani se stejnym
obdobim roku 2005.

Vyvoz

Objem odbytu do ostatnich zemi pokles| v porovnanf
se stejnym obdobim lonského roku o 9,6 %.




Philip Morris CR a.s. is the largest manufacturer and
marketer of tobacco products in the Czech Republic,
providing adult consumers with popular international
and local brands such as Marfboro, LEM, Petra and Sparta
in more than fifty 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. As of June 30, 2006, Altria Group, Inc.
owned approximately 88.1% of the outstanding common
shares of Kraft Foods Inc. and 100% of the outstanding
common shares of Philip Morris International Inc., Philip
Morris USA Inc. and Philip Morris Capital Corporation.

In addition, Altria Group, Inc. owns approximately 28.7%
of SABMiller plc. Altria Group, Inc. recorded 2005 net
revenues of $97.9 billion.

Report of the Board of Directors

The report of the Board of Directors is based

on the consolidated interim financial statements

of Philip Morris CR a.s. and Philip Morris Slovakia s.r.0.
prepared in accordance with International Financial
Reporting Standards (IFRS).

Consolidated Highlights (7K millions)

in 2005 reflecting mainly market share losses to lower
priced competitive brands. Start 70 was the main brand
leading to our shipment losses only partially offset

by strong gains for price repositioned Red & White.

Domestic revenues declined by 21.5% versus the same
period prior year reflecting in addition to the shipment
decline, unfavorable product mix and pricing including
partial absorption of the July 2005 excise tax increase
on higher priced brands including Petra and LEM.

According to research of Retail Audit conducted

by the ACNielsen agency, our brands® share of total
consumption in the first half of 2006 declined

by 6.2 points to 62.8% in comparison with the same
period in 2005, which we believe has been driven

by the availability of lower priced competitive brands.
However, since the beginning of 2006, our total share
has been essentially flat.

Business in Slovakia

Mid-year ended June 30

2006 2005

Revenues 4 787 5735
Pre-tax income 1488 2032
Net Income 1093 1457
Earnings per share (CZK) 398 530
Total Shipments (bio units) 9.7 10.6

Business in the Czech Republic

PM Slovakia shipments slightly increased by 1.2% versus
the same period prior year, mainly reflecting gains from Clea,
introduced into super low price segment in May 2005.

Revenues in Slovakia were down by 9.2% versus
the same period in 2005 as a result of unfavourable
product mix and pricing.

According to research conducted by the ACNielsen agency,
our brands’ share of total consumption decreased

by 1% point to 59.2% in comparison with the same

period in 2005.

Exports to third countries
and shipments to other EU countries

Czech domestic shipments for the first six months
of 2006 declined by 10.2% versus the same period

Shipments to other countries decreased by 9.6% versus
the same period prior year.




Konsolidované finan¢ni Gdaje

Konsolidované trzby poklesly v porovnani se stejnym
obdobim predchoziho roku o 16,5% na 4,79 miliardy
korun v disledku 8% poklesu celkového odbytu

a také z davodu vyssiho podilu levnych znacek

na objemu prodej.

Zisk pred zdanénim v porovnéni se stejnym obdobim
lonského roku se snizil 0 26,8 % na 1,49 miliardy korun,
a to zejména v dlsledku poklesu celkovych trzeb pri

v podstaté nezménénych nékladech.

Konsolidovany zisk po zdanéni poklesl o 25%

na 1,09 miliardy korun. Tento pokles byl zpdsoben
vy$e uvedenymi ddvody a Castecné byl kompenzovan
snizenim sazby dané z piijmu pravnickych osob

v Ceské republice z 26 % na 24 %.

Budoucnost

Ceska republika

K 1. dubnu 2006 doslo ke zvyseni spotrebni dang, které

v prvnim pololeti jesté neovlivnilo nase prodeje vzhledem
ke skladovym zasobam. Je pravdépodobné, Ze a7 se zvyseni
dané promitne do ceny cigaret, bude mit za nasledek
zmenseni objemu trhu s cigaretami, na které je uvalena
spottebni dafi platné v Ceské republice. Zvygeni dané mize
také prispét a urychlit prechod spotrebitell k levnéjsim
znackam a zéroven podle dostupnych dat o nakupech
tabakovych nalepek pravdépodobné povede k docasné
konkurencni nevyhodé vzhledem k vétsim pramérnym
zasobam nasich konkurentt v dobé zvyseni spotrebni dané.
Dalsi zvysovani spotrebni dané se ocekava v letech 2007

a 2008. O jejich vysi a strukture jesté nepadlo konecné
rozhodnuti. Aktivné jedname se statnimi organy o reseni
problematiky tvorby nadmérnych zasob v dobé zvysovani
spotrebnich dani. Tyto zasoby, které nejsou v soucasnosti
regulovany zakonem, prodluzuji obdobi, nez se zvyseni
dané projevi. Proto narusuji konkurencni prostredi,

ale také negativné ovliviuji prijmy vlady.

Slovensko

Vlyrazné zvyseni spotfebni dané u produktd vyskladnénych
po 1. lednu 2006 se naplno projevi a ovlivni trzby

ve druhé poloviné roku 2006. Zvyseni mlize mit

za nasledek zmenseni objemu trhu s cigaretami z ddvodu
celkového snizeni spotieby, ale i kvili moznému nardstu
prilivu nelegalnich produktd, ke kterému muaze dojit

i pres usili tradd, které bude pokradovat za nasi

plné podpory.

Ve vysoce konkurencnim prostredi je navic pravdépodobny
dalsi tlak na trzby zplisobeny néardstem podilu levnych
znacek nebo cenovou politikou.

Vyhledova a varovna prohlaseni

Cas od &asu miizeme pronést Gstni nebo poskytnout
pisemna vyjadreni a predpovédi o nasi budoucnosti,
véetné vyjadreni uvedenych v dokumentech
predkladanych Komisi pro cenné papiry nebo jinym
Gradim, ve zpravach nasim akcionardm, v tiskovych
prohlasenich nebo ve zpravach pro investory na
internetu. Tato vyjadrenf Ize charakterizovat slovy
strategie, ocekavani, vyvoj, plany, predpovédi, domnénky,
postoje, odhady, Gmysly, projekty, cile, zaméry nebo
jinymi slovy podobného vyznamu. Tato vyjadreni Ize
také rozpoznat podle toho, Ze se nevztahuji vylucné
na historické nebo soucasné skutec¢nosti. NemGzeme
zarucit, ze jakékoli vyjadreni tykajici se budoucnosti

se skute¢né naplni, ackoliv se domnivame, ze jsme

v nasich planech a predpovédich obezfetni. Dosazeni
budoucich Gspéchd je vystaveno rizikiim a nejistoté

a podléha nepresnosti predpoklad. Skutecné vysledky
se mohou lisit od odhadovanych, predpovidanych nebo
navrhovanych, a to v pripadé, ze nastanou zndma

nebo v soucasnosti neznama rizika a nejistoty, nebo

7e se vychozi predpoklady ukézi jako nepresné. Investofri
by tato rizika méli mit na paméti pfi posuzovani
progndz a pri zvazovani, zda investovat nebo drzet
akcie spole¢nosti Philip Morris CR a.s.




Consolidated Financial Results

Consolidated sales revenues declined by 16.5% to
CZK 4.79 billion versus prior year reflecting

the 8% decrease in total shipments as well as product
and geographic mix degradation.

Pre-tax income decreased by 26.8% to CZK 1.49 billion
reflecting the lower revenues on an essentially flat cost base.

Net consolidated income declined by 25.0% to CZK 1.09
billion reflecting in addition to the pre-tax items

the corporate income tax rate decline from 26% to 24%
in the Czech Republic.

Outlook

Czech Republic

The April 1, 2006 excise tax increase has not yet affecting
our sales during the first half of this year as a result

of inventory durations. This increase once reflected

in the selling price may result in the contraction of

the Czech duty paid cigarette market, a continued

and even accelerated consumer shift to lower priced
products, and, based on available data on excise sticker
purchases, is likely to result in a temporary competitive
disadvantage due to the longer average inventory
durations built at the time of the excise tax increase

by our main competitors. Further tax hikes are expected
to be implemented in 2007 and 2008, the amount and
structure of these increases has not yet been finally decided.
We are actively communicating with regulators regarding
the issue of excess inventories at the time of excise tax
increases. These inventories, currently unregulated, can
cause a delay in the effectiveness of the tax increase,
thereby distorting the competitive environment and have

a negative effect on Government revenues.

Slovak Republic

The substantial excise tax increase effective on products
cleared after January 1, 2006 will affect revenues

in the second half of 2006 when the excise increase

will be fully effective. It may result in a decline

in the cigarette market reflecting consumption decreases
as well as a possible upturn in the inflow of illicit products,
despite the efforts of the authorities which will continue
with our full support. In addition, in a highly competitive
environment, further pressure on revenues from negative
product mix or pricing are likely.

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

» o«

“strategy”, “expects”, “continues”, “plans”, “anticipates’,

|n « » o » o« .
)

“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.
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POLOLETNI ZPRAVA 2006 | KONSOLIDOVANE FINANCNI VYSLEDKY

Zkracena konsolidovana mezitimni rozvaha
k 30. 6. 2006 (v miliénech K&)

AKTIVA Bod 30. 6. 2006 31. 12. 2005
Pozemky, budovy a zarizeni 4 2 565 2631
Nehmotna aktiva 25 28
Odlozené danova pohledéavka U 8
Dlouhodoba aktiva 2 597 2667
Zasoby 5 8801 5498
Obchodnf pohledévky a jiné pohledavky 1240 821
Dan z prijma 321 66
Penézni prostredky a penézni ekvivalenty 86 6817
Kratkodoba aktiva 10 448 13 202
Dlouhodobé aktiva drzené k prodeji 0 12
Aktiva celkem 13 045 15881
VLASTNI KAPITAL A ZAVAZKY Bod 30. 6. 2006 31. 12. 2005
Zékladni kapital 2 745 2 745
Emisni azio 2 336 2 336
Fondy 549 549
Kumulované zisky 1872 3832
Kapitél a fondy celkem 7 502 9 462
Mensinovy vlastni kapital 0 1
Vlastni kapital celkem 7 502 9463
Odlozeny darovy zavazek 137 57
Dlouhodobé zavazky 137 57
Obchodnf zavazky a jiné zévazky 6 3 535 913
Ostatni danové zévazky 7 893 5033
Rezervy 0 3
Pajcky 8 978 412
Kratkodobé zavazky 5 406 6 361
Zavazky celkem 5543 6418
Vlastni kapital a zavazky celkem 13 045 15 881

Zkraceny konsolidovany mezitimni vykaz zisku a ztraty
za obdobf konéici 30. 6. 2006 (v miliénech K&)

Bod 30. 6. 2006 30. 6. 2005
Trzby 3 4787 5735
Ostatni vynosy 29 76
Zména stavu zésob vyrobkd a nedokoncené vyroby 306 609
Spotreba materialu a sluzeb -2 864 -3 195
Néklady na zaméstnance a zaméstnanecké pozitky -476 -736
Odpisy dlouhodobych aktiv -200 -200
Snizeni hodnoty pozemkd, budov a zatizent 0 -174
Ostatni provozni vynosy 38 31
Ostatn{ provozni naklady -114 -105
Provozni zisk 1506 2 041
Finanéni naklady -18 -9
Zisk pred zdanénim 1488 2032
Darn -395 -575
Cisty zisk 1093 1457
Vztahujici se k:
Veétsinovému kapitélu 1093 1455
Mensinovému kapitélu 0 2
Zisk na akcii zékladni a zfedény (Ké&/akcie) 398 530

Priloha tvorf nedilnou soudést této zkracené konsolidované mezitimni Gcetni zavérky.



MID-YEAR REPORT 2006 | CONSOLIDATED FINANCIAL RESULTS

Condensed Consolidated Interim Balance Sheet
at June 30, 2006 (in million CZK)

ASSETS Note June 30, 2006 December 31, 2005
Property, plant and equipment (PP&E) 4 2 565 2631
Intangible assets 25 28
Deferred tax assets 7 8
Non-current assets 2 597 2 667
Inventories 5 8 801 5498
Trade and other receivables 1240 821
Current income tax prepaid 321 66
Cash and cash equivalents 86 6817
Current assets 10 448 13 202
Property, plant and equipment classified as held for sale - 12
Total assets 13 045 15 881
EQUITY & LIABILITIES Note June 30, 2006 December 31, 2005
Registered capital 2 745 2745
Share premium 2 336 2 336
Reserves 549 549
Retained earnings 1872 3832
Capital and reserves attributable the Company’s equity holders 7 502 9 462
Minority Interest - 1
Equity 7502 9463
Deferred tax liability 137 57
Non-current liabilities 137 57
Trade and other payables 6 3 535 913
Other tax liabilities 7 893 5033
Provisions for current liabilities - 3
Borrowings 8 978 412
Current liabilities 5 406 6 361
Total liabilities 5543 6418
Total equity & liabilities 13 045 15 881

Condensed Consolidated Interim Income Statement
for the period ended June 30, 2006 (in million CZK)

Note June 30, 2006 June 30, 2005
Revenues 3 4787 5735
Other income 29 76
Changes in inventories of finished goods and work in progress 306 609
Cost of raw materials, consumables and services (2 864) (3195)
Employee benefits expense (476) (736)
Depreciation and amortisation expense (200) (200)
Impairment of PP&E - (174)
Other operating income 38 31
Other operating expense (114 (105)
Profit from operations 1506 2 041
Finance costs (18) ©)
Profit before tax 1488 2032
Income tax expense (395) (575)
Net profit 1093 1457
Attributable to:
Equity holders of the Company 1093 1455
Minority interest - 2
Earning per share basic and diluted (CZK/share) 398 530

The accompanying notes form an integral part of the condensed consolidated interim financial information.



POLOLETNI ZPRAVA 2006 | KONSOLIDOVANE FINANCNI VYSLEDKY

Zkraceny konsolidovany mezitimni vykaz zmén vlastniho kapitalu

za obdobf konéici 30. 6. 2006 (v miliénech K¢&)

Pripadajici na osoby drzici vlastni kapital Spole¢nosti

Zakladni Emisni Zakonny Kumulované Kumulované Mensinovy  Vlastni
kapital azio rezervni kurzové zisky kapital kapital
fond rozdily celkem
Stav k 1. 1. 2005 2745 2 336 551 0 5503 1 11136
Kumulované kurzové rozdily 0 0 0 -1 0 0 -1
Cisty p¥ijem vykéazany pfimo ve vlastnim kapitalu 0 0 0 -1 0 0 -1
Cisty zisk za obdobf 0 0 0 0 1455 2 1457
Celkovy pfijem vykazany za obdobi 0 0 0 -1 1455 2 1456
Rozdéleni zisku 0 0 0 0 -4 409 -1 -4410
Stav k 30. 6. 2005 2745 2336 551 -2 2549 2 8182
Stav k 1. 1. 2006 2745 2 336 551 -2 3832 1 9 463
Cisty zisk za obdobf 0 0 0 0 1093 0 1093
Celkovy pfijem vykazany za obdobi 0 0 0 0 1093 0 1093
Rozdéleni zisku 0 0 0 0 -3 053 -1  -3054
Stav k 30. 6. 2006 2745 2 336 551 -2 1872 0 7 502
/7 ' . 7 . Vé 7 7 VvV 7 [+
Zkraceny konsolidovany mezitimni vykaz penéznich toku
za obdobf kongfci 30. 6. 2006 (v miliénech K&)
Bod 30. 6. 2006 30. 6. 2005
Penézni toky z provozni ¢innosti
Zisk pred zdanénim 1488 2032
Upravy o
Odpisy dlouhodobych aktiv 200 200
Snizeni hodnoty pozemkd, budov a zafizen{ 0 174
Nerealizované kurzové zisky (-)/ztraty (+) 4 7
Finanéni vynosy - Cisté =21 =75
Ztrata z prodeje pozemkd, budov a zarizenf 5 0
Ostatni nepenézni Gpravy — Cisté -10 -3
Penézni tok z provozni éinnosti pred zménami pracovniho kapitélu 1666 2335
Zména stavu:
Obchodnich a jinych pohledéavek -458 6017
Obchodnich a jinych zavazku -4 997 1924
Zasob -3 291 -5228
Penézni tok z provozni ¢innosti -7 080 5048
Zaplacené Groky -15 0
Zaplacené dan z prijmu -532 -850
Cisté penézni toky z provozni innosti -7 627 4 198
Penézni toky z investi¢ni innosti
Vydaje na pofizeni pozemkd, budov a zarizeni 4 -157 -199
Prijmy z prodeje pozemki, budov a zarizeni 37 4
Vlydaje na porizeni nehmotnych aktiv -3 0
Prijaté Groky 41 86
Cisté penézni toky z investiéni &innosti -82 -109
Penézni toky z financoodni
Zaplacené dividendy 0 -4 409
Cisty penézni tok z financovéani 0 -4 409
Cisté zvySeni/(snizeni) penéznich prostiedkd -7 709 -320
Stav penéznich prostiedkd na zadatku obdobi 6 817 2 094
Stav penéznich prostiedkid na konci obdobi -892 1774

Priloha tvorf nedilnou soucést této zkracené konsolidované mezitimni Gcetni zavérky.
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MID-YEAR REPORT 2006 | CONSOLIDATED FINANCIAL RESULTS

Condensed Consolidated Interim Statement of Changes in Equity
for the period ended June 30, 2006 (in million CZK)

Attributable to equity holders of the Company

Registered Share  Statutory  Cumulative Retained  Minority Total
capital premium reserve  translation earnings interest equity
fund adjustments

Balance at January 1, 2005 2745 2 336 551 - 5503 1 11136
Cumulative translation adjustment - - - @)} - - (@)}
Net income recognised directly in equity - - - 1) - - D
Profit - - - - 1455 2 1457
Total recognised income for the period - - - (1) 1455 2 1456
Profit distribution - = = - (4 409) (1 4410
Balance at June 30, 2005 2745 2 336 551 (3] 2 549 2 8 182
Balance at January 1, 2006 2745 2 336 551 (3] 3832 1 9463
Profit - - - - 1093 - 1093
Total recognised income for the period - - - - 1093 - 1093
Profit distribution - - - - (3053) (1) (3054)
Balance at June 30, 2006 2745 2 336 551 (3] 1872 - 7 502

Condensed Consolidated Interim Cash Flow Statement
for the period ended June 30, 2006 (in million CZK)

Note June 30, 2006 June 30, 2005
Cash flow from operating activities
Profit before tax 1488 2032
Adjustment for:
Depreciation and amortization expense 200 200
Impairment of PP&E - 174
Unrealized foreign exchange (gain)/loss 4 7
Net finance gains 2D (75)
Loss on disposal of PP&E 5 -
Other non cash loss/(gains), net (10) 3)
Operating cash flows before working capital changes 1666 2335
Changes in:
Trade and other receivables (458) 6017
Trade and other payables (4 997) 1924
Inventories (3291) (5228)
Cash generated from operations (7 080) 5048
Interest paid (15) -
Income tax paid (532) (850)
Net cash generated from operating activities (7 627) 4198
Cash flow from investing activities
Purchase of PP&E 4 (157) (199)
Proceeds from sale of PP&E 37 4
Purchase of intangible assets 3) -
Interest received 41 86
Net cash used by investing activities (82) (109)
Cash flow from financing actioities
Dividends paid - (4 409)
Net cash used by financing activities - (4 409)
Net increase/(decrease) in cash and cash equivalents (7 709) (320)
Cash and cash equivalents at the beginning of the period 6 817 2 094
Cash and cash equivalents at the end of the period (892) 1774

The accompanying notes form an integral part of the condensed consolidated interim financial information. 11
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Priloha ke zkracené mezitimni konsolidované Géetni zavérce

za obdobi kon¢ici 30. 6. 2006

1. ZAKLADNI ZASADY

Tato zkracena mezitimni konsolidované Gcetni zavérka za pololeti konéici 30. 6. 2006 je zpracovana v souladu se standardem IAS 34 Mezitimni Gcetni

vykaznictvi. Zkracena mezitimni konsolidované Géetni zavérka musf byt ¢tena ve spojeni s roéni konsolidovanou Gcetni zavérkou za rok koncici 31. 12. 2005.

2. VYZNAMNE UCETNi ZASADY

Pouzité Gcetni zasady jsou konzistentni se zasadami uplatnénymi pri sestaveni rocni konsolidované Géetni zavérky za rok konéici 31. 12. 2005, tak jak je

popséano v rocni konsolidované Gcetni zavérce za rok koncici 31. 12 .2005.

Nové standardy, dodatky ke standarddm a interpretace, které jsou povinné pro finanéni rok koncici 31. 12. 2006, nejsou pro Skupinu relevantni.

3. INFORMACE O SEGMENTECH

Trzby Gzemniho segmentu a vysledek segmentu na zakladé umisténi sidla zakaznika jsou nasledujici:

Obdobi konici 30. 6. 2006 Ceska Slovenska Eliminace Skupina
republika republika
Hrubé trzby 4109 1057 0 5 166
Mezisegmentové trzby -379 0 0 -379
Trzby 3730 1057 0 4787
Provozni zisk/vysledky segmentu 1283 26 197 1506
Obdobi konici 30. 6. 2005 Ceska Slovenska Eliminace Skupina
republika republika
Hrubé trzby 5299 1199 0 6 498
Mezisegmentové trzby -763 -763
Trzby 4 536 1199 0 5735
Provozni zisk/vysledky segmentu 1928 200 -87 2041

Sloupec ,Eliminace” predstavuje vylouéeni podilu na zisku pfijatého Spolecnosti od Dcefiné spolecnosti béhem daného obdobi a vyloudenf

nerealizovaného zisku z hodnoty zasob drzenych Dcefinou spolecnosti k 30. 6. 2006 snizeného o realizovany zisk z hodnoty zasob drzenych

Dcefinou spole¢nosti k 31. 12. 2005.

4. KAPITALOVE VYDAJE

Pohyby v oblasti pozemkd, budov a zafizeni jsou nasledujict:

Pozemky,
Obdobi od 1/2005 do 6/2005 budovy a zafizeni
Zustatkovéa hodnota k 1. 1. 2005 2 585
PrirGstky 199
Vlyrazeni -4
Snizeni hodnoty -174
Odpisy -191
ZUstatkovéd hodnota k 30. 6. 2005 2415
Obdobi od 1/2006 do 6/2006
Zustatkovéa hodnota k 1. 1. 2006 2 640
PrirGstky 157
Vyrazeni -39
Odpisy -193
Zistatkova hodnota k 30. 6. 2006 2 565

Priloha tvorf nedilnou soucést této zkracené konsolidované mezitimni Gcetni zavérky.
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Selected notes to the Condensed Consolidated Interim Financial Information
for the period ended June 30, 2006

1. BASIS OF PREPARATION

This condensed interim consolidated financial information for the period ended June 30, 2006 has been prepared in accordance with IAS 34, ‘Interim
financial reporting’. The interim condensed consolidated financial report should be read in conjunction with the annual consolidated financial statements
for the year ended December 31, 2005.

2. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the annual consolidated financial statements for the year ended 31 December 2005,
as described in the annual consolidated financial statements for the year ended 31 December 2005.

The new standards, amendments to standards and interpretations mandatory for the financial year ending December 31, 2006 are not relevant
for the Group.

3. SEGMENT REPORTING

Geographical revenue information and segment results based on the location of the customer is as follows:

Period ended June 30, 2006 Czech Slovak Elimination Group
Republic Republic
Total segment revenues 4109 1057 - 5 166
Inter-segment revenue (379) - - (379)
Net revenue 3730 1057 - 4787
Operating profit/segment results 1283 26 197 1506
Period ended June 30, 2005 Czech Slovak Elimination Group
Republic Republic
Total segment revenues 5299 1199 - 6 498
Inter-segment revenue (763) (763)
Net revenue 4 536 1199 - 5735
Operating profit/segment results 1928 200 87) 2041

“Elimination” represents dividends received by the Company from the Subsidiary during the period, unrealized profit from the inventory balance held
by the Subsidiary at June 30, 2006 offset by the realized profit from the inventory held by the Subsidiary at December 31, 2005.

4. CAPITAL EXPENDITURE

The movements in the property, plant & equipment are as follows:

Property, plant

Six months ended June 30, 2005 & equipment
Opening net book amount at January 1, 2005 2585
Additions cost 199
Disposal net book amount @)
Impairment charge (174)
Depreciation charge (191)
Closing net book amount at June 30, 2005 2415

Six months ended June 30, 2006

Opening net book amount at January 1, 2006 2 640
Additions cost 157
Disposal net book amount (39
Depreciation charge (193)
Closing net book amount at June 30, 2006 2 565

The accompanying notes form an integral part of the condensed consolidated interim financial information.
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5. ZASOBY

30. 6. 2006 31. 12. 2005
Material 1650 1800
Nedokoncené vyroba 110 242
Viyrobky 4674 3442
Zbozi 2373 33
Snizenf o opravné polozky -6 -19
Zasoby celkem 8 801 5498

K narlistu zasob vyrobki a zboz{ k 30. 6. 2006 doslo v disledku piedzasobenf cigaret z davodu zvy$eni spotiebni dané v Ceské republice od 1. 4. 2006.

6. OBCHODNI ZAVAZKY A JINE ZAVAZKY

30. 6. 2006 31. 12. 2005
Zévazky z obchodnich vztah( - treti strany 226 305
Zavazky z obchodnich vztaht - spriznéné strany 147 269
Obchodni zavazky 373 574
Zévazky vici zaméstnanctim 75 91
Zévazky ze sociélniho zabezpedeni a zdravotniho pojistént 32 40
Nevyplacené dividendy* 2 966 14
Dohadné Gcty pasivni 78 180
Jiné zavazky 11 14
Obchodni zavazky a jiné zavazky celkem 3535 913
*viz bod 9. Dividendy na akcii
7. OSTATNI DANOVE ZAVAZKY

30. 6. 2006 31. 12. 2005
Dan z pridané hodnoty 505 469
Spotrebni dan 369 4535
Ostatni dané 19 29
Celkem 893 5033

Zévazek ze spotiebni dané predstavuje zévazek spolednosti Philip Morris Slovakia. Zavazek z titulu spotiebni dané Philip Morris CR je k 30. 6. 2006 nulovy
v disledku predzasobent cigaret z divodu zvysen spottebni dané v Ceské republice od 1. 4. 2006.

8. PRIJATE PUJCKY

30. 6. 2006 31.12.2005
Kontokorentni Gcet 185 412
Urocené kratkodobé pajeky (cash pool) 793 0
Puajcky celkem 978 412

Pajcky zahrnujf nezajisténé zavazky z bankovnich pujéek ve formé kontokorentniho Gctu. Celkovy limit pro éerpani kontokorentniho Gctu je 520 miliéna Ké.
Soucasna vyse Groku z kontokorentniho Gétu je vypoctena jako BRIBOR plus 0,25% p.a.

Plijcky ke dni 30. 6. 2006 zahrnuji Grocené kratkodobé pdjcky na pozadéni (cash pool) ve vysi 793 miliénd K& Maximéaln{ vyse plijcky byla 2 405 miliént K&
k 30. 5. 2006 v dusledku platby spotrebni dané. Viyse Grokové sazby z ptijcek je stanovena jako nocni PRIMEAN plus 0,25% p.a.

9. DIVIDENDY NAAKCII

Valna hromada akcionaii Spolednosti schvalila v dubnu 2006 vyplatu dividend ve vysi 3 053 miliénd K& (1 112 K& na akcii). V souladu se Stanovami Spoleénosti
je dividenda splatna do 90 dnd od data konani valné hromady. Vyplata dividend byla zahajena 21. ¢ervence 2006.

Priloha tvorf nedilnou soucést této zkracené konsolidované mezitimni Gcetni zavérky.
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5. INVENTORIES

June 30, 2006 December 31, 2005
Materials 1650 1800
Work in progress 110 242
Finished goods 4674 3442
Merchandise 2373 33
Less: Provisions (6) (19)
Total inventories 8801 5498

The finished goods and merchandise inventories at June 30, 2006 are higher due to the inventory build-up resulting from the excise tax increase effective from
April 1, 2006 in the Czech Republic.

6. TRADEAND OTHER PAYABLES

June 30, 2006 December 31, 2005
Trade payables to suppliers 226 305
Trade payables to related parties 147 269
Trade payables 373 574
Amounts due to employees 75 91
Social security and health insurance 32 40
Dividends payable* 2 966 14
Accrued expenses 78 180
Other payables 11 14
Total trade and other payables 3535 913
* see note 9. Dividends per share
7. OTHER TAX LIABILITIES

June 30, 2006 December 31, 2005
VAT payable 505 469
Excise tax liability 369 4 535
Other taxes 19 29
Total 893 5033

The excise tax liability represents the Philip Morris Slovakia liability. The Philip Morris CR excise tax liability is zero because of no
purchases of fiscal tobacco stamps due to the inventory build-up resulting from the excise tax increase effective from April 1, 2006
in the Czech Republic.

8. BORROWINGS

June 30, 2006 December 31, 2005
Bank overdraft 185 412
Interest bearing on demand borrowings (cash pool). 793 -
Total borrowings 978 412

The borrowings include the unsecured current liability representing the bank borrowing in the form of bank overdraft. The total overdraft limit is CZK 520 million.
Current interest rate of the overdraft is calculated as BRIBOR + 0.25% p.a.

The borrowings also include interest bearing on demand borrowings (cash pool) in the amount of CZK 793 million. The maximum amount of interest bearing

on demand borrowing was CZK 2 405 million on May 30, 2006 after the payment of the excise tax liability. The interest rate of the borrowings is calculated
as overnight PRIMEAN + 0.257% p.a.

9. DIVIDENDS PER SHARE

The dividends approved by the Annual General Meeting in April 2006 were CZK 3 053 million (CZK 1 112 per share). In accordance with the Articles
of Association, the dividend is declared within 90 days after the Annual General Meeting. The starting date of dividend payment is July 21, 2006.

The accompanying notes form an integral part of the condensed consolidated interim financial information.

15



POLOLETNI ZPRAVA 2006 | KONSOLIDOVANE FINANCNI VYSLEDKY

10. TRANSAKCE SE SPRIZNENYMI STRANAMI

Mezi spriznénymi stranami byly uskute¢nény nasledujici transakce:

a)  Prodej vyrobkd, zbozi a sluzeb spole¢nostem skupiny Altria Group

Obdobi konéici
Bod 30. 6. 2006 30. 6. 2005

Prodej vyrobk, zbozi a materialu

Materska spole¢nost 0 1

Ostatni spriznéné strany 526 397
Prodej sluzeb

Ostatni spfiznéné strany 5 14
Prefakturace 13 12
Vynosové Uroky

Nejvyssi ovladajici spole¢nost 0 55

Ostatni spriznéné strany 23 14
Celkem 567 493

Skupina poskytla kratkodobou pujcku spolecnosti Philip Morris International Investment Inc. ve vysi 3 600 milliont Ke. Pajcka byla splacena dne 11. 5. 2006.

b)  Nakup zboZi a sluzeb od spoleénosti skupiny Altria Group

Obdobi konéici
Bod 30. 6. 2006 30. 6. 2005

Nékup zbozi a materialu

Materska spole¢nost 0 1

Ostatni spriznéné strany 1291 658
Nékup sluzeb

Ostatni spfiznéné strany 445 488
Nakladové Groky

Ostatni spriznéné strany 5 0
Celkem 1741 1147

11. PODMINENE ZAVAZKY

Skupina neni ¢astna zadnych soudnich, spravnich nebo rozhodéich fizent, kteréa by méla nebo mohla mit vyznamny vliv na financni situaci Skupiny.

12. NASLEDNE UDALOSTI

Po rozvahovém dni nedoslo k zadnym udalostem, které by mély vyznamny dopad na zkracenou konsolidovanou mezitimni Géetni zavérku k 30. 6. 2006.

Priloha tvorf nedilnou soucést této zkracené konsolidované mezitimni Gcetni zavérky.
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10. RELATED PARTY TRANSACTIONS

The following transactions were carried out with related parties:

a)  Sales of goods and services and to affiliates within Altria Group

Period ended
June 30, 2006 June 30, 2005
Sales of goods and material
Parent company - 1
Other related parties 526 397
Sales of services
Other related parties 5 14
Recharges 13 12
Interest income
Ultimate parent company - 55
Other related parties 23 14
Total 567 493

The Group granted the short-term loan to Philip Morris International Investment Inc. in the amount of CZK 3 600 million. The loan was repaid on May 11, 2006.

b)  Purchase of goods and services from affiliates within Altria Group

Period ended
June 30, 2006 June 30, 2005

Purchase of goods and material

Parent company - 1

Other related parties 1291 658
Purchase of services

Other related parties 445 488
Interest expense

Other related parties 5 -
Total 1741 1147

11. CONTINGENT LIABILITIES

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.

12. EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

No subsequent events have occurred after the June 30, 2006 that would have a material impact on this financial information at June 30, 2006.

The accompanying notes form an integral part of the condensed consolidated interim financial information.
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Zkracena mezitimni rozvaha
k 30. 6. 2006 (v miliénech K&)

AKTIVA Bod 30. 6. 2006 31. 12. 2005
Pozemky, budovy a zarizeni 4 2519 2570
Nehmotna aktiva 24 27
Investice v dcefiné spoleénosti 19 19
Dlouhodoba aktiva 2562 2616
Zasoby 5 8374 3438
Obchodnf pohledévky a jiné pohledavky 1191 1042
Dan z prijma 311 66
Penézni prostredky a penézni ekvivalenty 54 6 752
Kratkodoba aktiva 9 930 11 298
Dlouhodobé aktiva drzené k prodeji 0 12
Aktiva celkem 12 492 13 926
VLASTNI KAPITAL A ZAVAZKY Bod 30. 6. 2006 31. 12. 2005
Zékladni kapital 2 745 2 745
Emisni azio 2 336 2 336
Fondy 549 549
Kumulované zisky 2022 4100
Vlastni kapital celkem 7 652 9730
Odlozeny darovy zavazek 175 160
Dlouhodobé zavazky 175 160
Obchodni zavazky a jiné zavazky 6 3 460 791
Ostatni danové zévazky 7 412 3242
Rezervy 0 3
Pajcky 8 793 0
Kratkodobé zavazky 4 665 4036
Zavazky celkem 4 840 4 196
Vlastni kapital a zavazky celkem 12 492 13 926

Zkraceny mezitimni vykaz zisku a ztraty
za obdobf konéici 30. 6. 2006 (v miliénech K¢&)

Bod 30. 6. 2006 30. 6. 2005
Trzby 3 4109 5299
Vynosy z podilu v dcefiné spole¢nosti 9 65 85
Ostatni vynosy 40 69
Zména stavu zasob vyrobkd a nedokonéené vyroby 444 603
Spotreba materialu a sluzeb -2 694 -3 046
Néaklady na zaméstnance a zaméstnanecké pozitky -397 -658
Odpisy dlouhodobych aktiv -186 -181
Snizeni hodnoty pozemkd, budov a zafizen{ 0 -174
Ostatni provozni vynosy 38 31
Ostatni provozni néklady -105 -101
Provozni zisk 1314 1927
Finanéni naklady -15 -9
Zisk pred zdanénim 1299 1918
Dan -323 -531
Cisty zisk 976 1387
Zisk na akcii zékladni a zfedény (K¢&/akcie) 355 505

Priloha tvorf nedilnou soucést této zkracené mezitimni Gcetni zaverky.
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Condensed Interim Balance Sheet
at June 30, 2006 (in million CZK)

ASSETS Note June 30, 2006 December 31, 2005
Property, plant and equipment (PP&E) 4 2519 2570
Intangible assets 24 27
Investments in subsidiary 19 19
Non-current assets 2 562 2616
Inventories 5 8 374 3438
Trade and other receivables 1191 1042
Current income tax prepaid 311 66
Cash and cash equivalents 54 6 752
Current assets 9 930 11 298
Property, plant and equipment classified as held for sale - 12
Total assets 12 492 13 926
EQUITY & LIABILITIES Note June 30, 2006 December 31, 2005
Registered capital 2 745 2745
Share premium 2 336 2336
Reserves 549 549
Retained earnings 2022 4 100
Equity 7 652 9730
Deferred tax liability 175 160
Non-current liabilities 175 160
Trade and other payables 6 3 460 791
Other tax liabilities 7 412 3242
Provisions for current liabilities = 3
Borrowings 8 793 -
Current liabilities 4 665 4 036
Total liabilities 4 840 4 196
Total equity & liabilities 12 492 13 926
Condensed Interim Income Statement
for the period ended June 30, 2006 (in million CZK)

Note June 30. 2006 June 30, 2005
Revenues 3 4 109 5299
Dividend income 9 65 85
Other income 40 69
Changes in inventories of finished goods and work in progress 444 603
Cost of raw materials, consumables and services (2 694) (3 046)
Employee benefits expense (397) (658)
Depreciation and amortisation expense (186) (181)
Impairment of PP&E - 174)
Other operating income 38 31
Other operating expense (105) (101D
Profit from operations 1314 1927
Finance costs (15) €)
Profit before tax 1299 1918
Income tax expense (323) (531)
Net profit 976 1387
Earning per share basic and diluted (CZK/share) 355 505

The accompanying notes form an integral part of the condensed interim financial information.
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Zkraceny mezitimni vykaz zmén vlastniho kapitalu

za obdobf konéici 30. 6. 2006 (v miliénech K¢&)

Pripadajici na osoby drZici vlastni kapital Spole¢nosti

Zakladni Emisni Zakonny Kumulované Vlastni
kapital azio rezervni zisky kapital
fond celkem
Stav k 1. 1. 2005 2 745 2 336 549 5455 11 085
Cisty zisk za obdobf 0 0 0 1387 1387
Celkovy pfijem vykazany za obdobi 0 0 0 1387 1387
Rozdéleni zisku 0 0 0 -4 409 -4 409
Stav k 30. 6. 2005 2745 2 336 549 2433 8 063
Stav k 1. 1. 2006 2745 2 336 549 4 100 9730
Cisty zisk za obdobf 0 0 0 975 975
Celkovy pfijem vykazany za obdobi 0 0 0 975 975
Rozdéleni zisku 0 0 0 -3 053 -3 053
Stav k 30. 6. 2006 2745 2 336 549 2022 7 652
7/ 4 LR V4 7/ Vv Ve o
Zkraceny mezitimni vykaz penéznich toku
za obdobf konéicf 30. 6. 2006 (v miliénech K&)
Bod 30. 6. 2006 30. 6. 2005
Penézni toky z provozni ¢innosti
Zisk pred zdanénim 1299 1918
Upravy o:
Odpisy dlouhodobych aktiv 186 181
Snizeni hodnoty pozemkd, budov a zafizen{ 0 174
Nerealizované kurzové zisky (-)/ztraty (+) 4 7
Finanéni vynosy - Cisté -36 -69
Ztréta z prodeje pozemkd, budov a zarizeni 6 -4
Vynosy z dividend 9 -65 -85
Ostatni nepenézni Gpravy — Cisté -11 -3
Penézni toky z provozni ¢innosti pred zménami pracovniho kapitalu 1383 2119
Zména stavu:
Obchodnich a jinych pohledéavek -124 6 216
Obchodnich a jinych zavazku -3 217 1936
Zasob -4 936 -5 226
Penézini toky z provozni ¢innosti -6 894 5045
Zaplacené Groky 0 0
Zaplacené dan z prijmu =515 -836
Cisté penéZni toky z provozni &innosti -7 409 4 209
Penézni toky z investicéni ¢innosti
Vlydaje na porizeni pozemkd, budov a zafizeni 4 -156 -194
Prijmy z prodeje pozemkd, budov a zarizenf 37 4
Vlydaje na porizeni nehmotnych aktiv -3 0
Prijaté aroky 40 69
Prijaté dividendy 0 85
Cisté penézni toky z investiéni &innosti -82 -36
Penézni toky z financoodni
Zaplacené dividendy 0 -4 409
Cisty penézni tok z financovéani 0 -4 409
Cisté zvyseni (+)/snizeni (<) pené&znich prostiedki -7 491 -236
Stav penéznich prostiedkd na zadatku obdobi 6 752 1481
Stav penéznich prostiedkid na konci obdobi -739 1245

Priloha tvorf nedilnou soudést této zkracené mezitimni Gcetni zaverky.
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Condensed Interim Statement of Changes in Equity

for the period ended June 30, 2006 (in million CZK)

Attributable to equity holders of the Company

Registered Share Statutory Retained Total
capital premium reserve earnings equity
fund
Balance at January 1, 2005 2 745 2 336 549 5455 11 085
Profit - - - 1387 1387
Total recognised income for the period - - - 1387 1387
Profit distribution - - - (4 409) (4 409)
Balance at June 30, 2005 2 745 2 336 549 2433 8 063
Balance at January 1, 2006 2745 2 336 549 4 100 9730
Profit - - - 975 975
Total recognised income for the period - - - 975 975
Profit distribution - - - (3053 (3053
Balance at June 30, 2006 2 745 2 336 549 2022 7 652
Condensed Interim Cash Flow Statement
for the period ended June 30, 2006 (in million CZK)
Bod 30. 6. 2006 30. 6. 2005
Cash flow from operating activities
Profit before tax 1299 1918
Adjustment for:
Depreciation and amortization expense 186 181
Impairment of PP&E - 174
Unrealized foreign exchange (gain)/loss 4 7
Net finance gains (36) (69)
(Gain)/loss on disposal of PP&E 6 4
Dividend income 9 (65) (85)
Other non cash loss/(gains), net (1D 3)
Operating cash flows before working capital changes 1383 2119
Changes in:
Trade and other receivables (124) 6216
Trade and other payables (3217 1936
Inventories (4 936) (5 226)
Cash generated from operations (6 894) 5045
Interest paid - -
Income tax paid (515) (836)
Net cash generated from operating activities (7 409) 4209
Cash flow from investing activities
Purchase of PP&E 4 (156) (194)
Proceeds from sale of PP&E 37 4
Purchase of intangible assets 3) -
Interest received 40 69
Dividends received - 85
Net cash used by investing activities (82) (36)
Cash flow from financing actioities
Dividends paid - (4 409)
Net cash used by financing activities - (4 409)
Net increase/(decrease) in cash and cash equivalents (7 491) (236)
Cash and cash equivalents at the beginning of the period 6 752 1481
Cash and cash equivalents at the end of the period (739) 1245

The accompanying notes form an integral part of the condensed interim financial information.
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Priloha ke zkracené mezitimni Gcéetni zavérce

za obdobi kon¢ici 30. 6. 2006

1. ZAKLADNI ZASADY

Tato zkracend mezitimni Gcetni zavérka za pololeti konéici 30. 6. 2006 je zpracovéana v souladu se standardem IAS 34 Mezitimni Gcetn{ vykaznictvi. Mezitimni

zkracend Gcetni zavérka musi byt Ctend ve spojeni s rocni Gcetni zévérkou za rok koncici 31. 12. 2005.

2. VYZNAMNE UCETNi ZASADY

Pouzité acetni zésady jsou konzistentni se zasadami uplatnénymi pri sestaveni rocni Gcetni zavérky za rok koncici 31. 12. 2005, tak jak je popsano v roéni

Géetni zavérce za rok koncici 31. 12. 2005.

Nové standardy, dodatky ke standarddm a interpretace, které jsou povinné pro finanéni rok konéici 31. 12. 2006, nejsou pro Spolec¢nost relevantni.

3. INFORMACE O SEGMENTECH

Uzemni format vykaznictvi je zalozen na umisténi aktiv Spole¢nosti. Viechna aktiva Spolenosti jsou umisténa v Ceské republice a proto primarnf Géetni vykazy

obsazené v této zkracené mezitimni Gcetni zavérce obsahujf vsechny informace pozadované pro prvotni format vykaznictvi o segmentech.

Trzby Gzemniho segmentu na zakladé umisténi sidla zakaznika jsou nasledujici:

Ceska Slovenska Nealokované Skupina

republika republika
Obdobi konéici 30. 6. 2006 3293 380 436 4109
Obdobf konéici 30. 6. 2005 4197 753 349 57299

4. INVESTICNI VYDAJE

Pohyby v oblasti pozemkd, budov a zafizeni jsou nasledujici:

Obdobi od 1/2005 do 6/2005

Pozemky, budovy
a zafizeni

Zustatkovéa hodnota k 1. 1. 2005 2 506
PrirGstky 194
Vyrazeni -2
Snizeni hodnoty -174
Odpisy -173
ZUstatkové hodnota k 30. 6. 2005 2 351
Obdobi od 1/2006 do 6/2006

Zustatkovéa hodnota k 1. 1. 2006 2570
PrirGstky 156
Vyrazeni -29
Odpisy -178
Zistatkova hodnota k 30. 6. 2006 2519
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Selected Notes to the Condensed Financial Statements
for the period ended June 30, 2006

1. BASIS OF PREPARATION

This condensed interim financial information for the period ended June 30, 2006 has been prepared in accordance with IAS 34, ‘Interim financial reporting’.
The interim condensed financial report should be read in conjunction with the annual financial statements for the year ended December 31, 2005.

2. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the annual financial statements for the year ended December 31, 2005, as described
in the annual financial statements for the year ended December 31, 2005.

The new standards, amendments to standards and interpretations mandatory for the financial year ending December 31, 2006 are not relevant
for the Company.

3. SEGMENT REPORTING

Geographical primary segment reporting format is based on the location of assets. All the Company’s assets are located in the Czech Republic and therefore
the primary statements presented in this condensed interim financial information include the information required by the primary format of segment reporting.

Geographical revenue information based on the location of the customer is as follows:

Czech Slovak Unallocated Total

Republic Republic
Period ended June 30, 2006 3293 380 436 4109
Period ended June 30, 2005 4197 753 349 5299

4. CAPITAL EXPENDITURE

The movements in the property, plant & equipment are as follows:

Property, plant

Six months ended June 30, 2005 & equipment
Opening net book amount at January 1, 2005 2 506
Additions cost 194
Disposal net book amount )
Impairment charge (174)
Depreciation charge 173)
Closing net book amount at June 30, 2005 2351

Six months ended June 30, 2006

Six months ended June 30, 2006

Opening net book amount at January 1, 2006 2570
Additions cost 156
Disposal net book amount (29)
Depreciation charge (178)
Closing net book amount at June 30, 2006 2519
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5. ZASOBY

30. 6. 2006 31. 12. 2005
Material 1648 1800
Nedokoncené vyroba 110 242
Vyrobky 4 249 1383
Zbozi 2373 32
Snizeno o opravné polozky -6 -19
Zasoby celkem 8 374 3438

K narastu zésob k 30. 6. 2006 doslo v dtsledku predzésobeni cigaret z divodu zvyseni spotfebni dané od 1. 4. 2006.

6. OBCHODNI ZAVAZKY A JINE ZAVAZKY

30. 6. 2006 31. 12. 2005
Zavazky z obchodnich vztah( - treti strany 190 227
Zévazky z obchodnich vztahtl - spiiznéné strany 143 262
Obchodni zévazky celkem 333 489
Zévazky vici zaméstnanctim 58 77
Zévazky ze sociélniho zabezpedeni a zdravotniho pojistént 30 36
Nevyplacené dividendy* 2 966 14
Dohadné ucty pasivni 73 171
Jiné zévazky 0 4
Obchodni zavazky a jiné zavazky celkem 3 460 791
*viz bod 10. Dividenda na akcii
7. OSTATNI DANOVE ZAVAZKY

30. 6. 2006 31.12.2005
Dan z pridané hodnoty 402 338
Spotrebni dan 0 2 880
Ostatni dané 10 24
Total 412 3242

K 30. 6. 2006 Spole¢nost neméla zavazek ze spotiebni dané v disledku predzasobenf cigaret z dtivodu zvyseni spotiebni dané od 1. 4. 2006.

8. PRIJATE PUJCKY

Ptjcky zahrnujf Grocené kratkodobé ptijeky na pozadani (cash pool) ve vysi 793 miliénd K& ke dni 30. 6. 2006. Maximalni ¢astka ptjcky byla 2 405 miliénd K&
k 30. 5. 2006 v dusledku platby spotrebni dané za tabakové nalepky. Vyse Grokové sazby z pdjcek je stanovena jako jednodenni PRIMEAN plus 0,25% p.a.

9. PRIJATE PODILY NA ZISKU

K 30. 6 .2006 Spole¢nost zatétovala narok na podily na zisku za rok 2005 od spole¢nosti Philip Morris Slovakia s. r. 0. ve vy$i 65 miliéna Ke (k 30. 6. 2005:
85 miliond K&). Podily na zisku byly vyplaceny v ¢ervenci 2006.

10. DIVIDENDY NAAKCII

Valn hromada akcionak(i Spole¢nosti schvalila v dubnu 2006 vyplatu dividend ve vy3i 3 053 miliont K& (1 112 K& na akcii). V souladu se Stanovami Spole¢nosti
je dividenda splatna do 90 dnd od data konani valné hromady. Vyplata dividend byla zahajena 21. ¢ervence 2006.
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5. INVENTORIES

June 30, 2006 December 31, 2005
Materials 1648 1800
Work in progress 110 242
Finished goods 4 249 1383
Merchandise 2373 32
Less: Provisions 6) (19)
Total inventories 8374 3438

The inventories at June 30, 2006 are higher due to the inventory build-up resulting from the excise tax increase effective from April 1, 2006.

6. TRADEAND OTHER PAYABLES

June 30, 2006 December 31, 2005
Trade payables to suppliers 190 227
Trade payables to related parties 143 262
Trade payables 333 489
Amounts due to employees 58 77
Social security and health insurance 30 36
Dividends payable* 2 966 14
Accrued expenses 73 171
Other payables - 4
Total trade and other payables 3 460 791
* see note 10. Dividends per share
7. OTHER TAX LIABILITIES

June 30, 2006 December 31, 2005
VAT payable 402 338
Excise tax liability - 2 880
Other taxes 10 24
Total 412 3242

At the balance sheet date, the excise tax liability is zero because of no purchases of fiscal tobacco stamps due to the inventory build-up resulting from
the excise tax increase effective from April 1, 2006.

8. BORROWINGS

The borrowings include interest bearing on demand borrowings (cash pool). The total amount was CZK 793 million at June 30, 2006. The maximum amount
of borrowing was CZK 2 405 million at May 30, 2006 after the payment of the excise tax liability. The interest rate of the borrowings is calculated as overnight
PRIMEAN + 0.25% p.a.

9. DIVIDEND INCOME

At June 30, 2006, the Company posted the right to receive dividends from the subsidiary Philip Morris Slovakia s. r. o. in the amount of CZK 65 million
distributed from 2005 profit (at June 30, 2005: CZK 85 million). The dividend was paid in July 2006.

10. DIVIDENDS PER SHARE

The dividends approved by the Annual General Meeting in April 2006 were CZK 3 053 million (CZK 1 112 per share). In accordance with the Articles
of Association, the dividend is declared within 90 days after the Annual General Meeting. The starting date of payment is July 21, 2006.
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11. TRANSAKCE MEZI SPRIZNENYMI STRANAMI

Mezi spriznénymi stranami byly uskute¢nény nasledujici transakce:

a)  Prodej vyrobkd, zbozi a sluzeb spole¢nostem skupiny Altria Group

Obdobi konéici
30. 6. 2006 30. 6. 2005

Prodej vyrobkd, zbozi a materialu

Materska spole¢nost 0 1

Dceriné spolecnost 379 751

Ostatni spriznéné strany 526 397
Prodej sluzeb

Dceriné spolecnost 1 2

Ostatni spriznéné strany 2 10
Prefakturace 13 12
Vynosové troky

Nejvyssi ovladajici spole¢nost 0 55

Dceriné spole¢nost 18 0

Ostatni spriznéné strany 23 14
Celkem 962 1242

V obdobfi od ledna do kvétna 2006 Spole¢nost poskytla postupné nékolik kratkodobych pajcek spolecnosti Philip Morris Slovakia v celkové vysi az do

1685 milliona Ke. Posledni pajcka byla Spoleénosti splacena dne 15. 5. 2006.

Spolecnost také poskytla kratkodobou pajcku spoleénosti Philip Morris International Investment Inc. ve vysi 3 600 millioni Ké. Pajcka byla splacena

dne 11. 5. 2006.

b)  Nakup zboZi a sluzeb od spoleénosti skupiny Altria Group

Obdobi konici
30. 6. 2006 30. 6. 2005

Nékup zbozi a materialu

Materska spole¢nost 0 1

Ostatni spfiznéné strany 1290 658
Néakup sluzeb

Ostatni spriznéné strany 417 455
Nékladové troky

Ostatni spriznéné strany 5 0
Celkem 1712 1114

12. PODMINENE ZAVAZKY

Spolecnost nenf G¢astna zadnych soudnich, spravnich nebo rozhodéich fizent, kterd by méla nebo mohla mit vyznamny vliv na financni situaci Spole¢nosti.

13. NASLEDNE UDALOSTI

Po rozvahovém dni nedoslo k zadnym udélostem, které by mély vyznamny dopad na mezitimni Géetni zavérku k 30. 6. 2006.
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11. RELATED PARTY TRANSACTIONS

The following transactions were carried out with related parties:

a)  Sales of goods and services to affiliates within Altria Group

Period ended
June 30, 2006 June 30, 2005
Sales of goods and material
Parent company - 1
Subsidiary 379 751
Other related parties 526 397
Sales of services
Subsidiary 1 2
Other related parties 2 10
Recharges 13 12
Interest income
Ultimate parent company - 55
Subsidiary 18 -
Other related parties 23 14
Total 962 1242

During the period January - May 2006 the Company gradually granted several short-term loans to Philip Morris Slovakia in the total amount up to

CZK 1 685 million. The last loan was repaid to the Company on May 15, 2006.

The Company also granted the short-term loan to Philip Morris International Investments Inc. in the amount of CZK 3 600 million. The loan was repaid

on May 11, 2006.

b) Purchase of goods and services from affiliates within Altria Group

Period ended
June 30, 2006 June 30, 2005

Purchase of goods and material

Parent company - 1

Other related parties 1290 658
Purchase of services

Other related parties 417 455
Interest expense

Other related parties 5 -
Total 1712 1114

12. CONTINGENT LIABILITIES

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.

13. EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

No subsequent events have occurred after June 30, 2006 that would have a material impact on this financial information at June 30, 2006.
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