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Konsolidované udaje Consolidated Highlights

(v milionech K¢) (in CZK million)
Obdobi kon¢ici 30. ¢ervna 2014 Period ended June 30 Change in %
Trzby bez spotfebni dané Revenues, net of excise tax
a DPH 6 400 6 028 6,2 and VAT 6 400 6028 6.2
Provozni zisk 1298 1066 218 Profit from operations 1298 1066 218
Zisk pred zdanénim 1294 1066 214 Pre-tax income 1294 1066 214
Cisty zisk 1050 851 23,4 Net income 1050 851 234
Zisk na akcii (K¢) 382 310 Earnings per share (CZK) 382 310

Odbyt podle segmentu Shipments per Segment

(v milionech ekvivalentnich jednotek)’ (in million units’ equivalent)’
Ceska republika 4102 3908 50 Czech Republic 4102 3908 5.0
Slovensko 1806 1713 54 Slovakia 1806 1713 5.4
Vyvoz 8 897 9470 6,1 Exports 8 897 9470 (6.1)
Celkem 14805 15091 -1,9 Total 14805 15091 (1.9)

" Odbyt je vcetné ostatnich tabakovych produktd jako jsou cigarillos, tabak pro ruéni vyrobu " Shipments include other tobacco products such as cigarillos, make-your-own
cigaret (0,739 je ekvivalentem jedné cigarety) a vice objemovy tabak pro ru¢ni vyrobu cigaret cigarettes (0.73g is equivalent to 1 cigarette) and make-your-own volume cigarettes

(0,604 je ekvivalentem jedné cigarety). (0.604 is equivalent to 1 cigarette).



Report of the Board of Directors

Spole&nost Philip Morris CR a.s. je pfednim vyrobcem

a prodejcem tabakovych vyrobk( v Ceské republice. Dospélym
zakaznikdm nabizi oblibené mezinarodni a doméci znacky
cigaret, jako jsou Marlboro, L&M, Red & White, Philip Morris,
Chesterfield, Petra Klasik a Sparta, ve vice nez 50 variantach
v rliznych cenovych Urovnich.

Philip Morris CR a.s. je spoleénosti ve skupiné Philip Morris
International Inc. (,PMI*). Philip Morris CR a.s. vlastni 99%
obchodni podil v dcefiné spolecnosti Philip Morris Slovakia s.r.o.,
ktera je registrovana na Slovensku.

Tato zprava vychazi zejména z konsolidované ucetni zavérky
spole&nosti Philip Morris CR a.s. a Philip Morris Slovakia s.r.o.,
ktera byla sestavena v souladu s Mezinarodnimi standardy
Ucetniho vykaznictvi ve znéni pfijatém Evropskou unii.

Konsolidované trzby bez spotfebni dané a DPH se v prvnim
pololeti 2014 v porovnani se stejnym obdobim roku 2013 zvysily

0 6,2%, a to zejména v ddsledku pfiznivého vyvoje cen a vyssiho
objemu prodejl a miry zastoupeni jednotlivych znacek v prodejich
v Ceskeé republice a na Slovensku a zérover v diisledku
priznivého vyvoje ménového kurzu ve vysi 246 miliont K&. Narlst
trzeb byl ¢aste¢né eliminovan nizsim objemem vyvoz( jinym
spolecnostem ve skupiné PMI. Pfi vylouceni vlivu ménového kurzu
se konsolidované trzby bez spotfebni dané a DPH v porovnani

s pfedchozim rokem zvySily 0 2,1 %.

Zisk z provozni ¢innosti se v prvnim pololeti 2014 v porovnani se
stejnym obdobim roku 2013 zvysil 0 21,8% na 1,3 miliardy K¢,

a to zejména v dlsledku priznivého vyvoje cen a vy$Siho objemu
prodeju a miry zastoupeni jednotlivych znacek v prodejich

v Ceské republice a na Slovensku a zéaroven v diisledku

Philip Morris CR a.s.

Philip Morris CR a.s. is the largest manufacturer and marketer
of tobacco products in the Czech Republic, providing adult
smokers with popular international and local brands such as
Marlboro, L&M, Red & White, Philip Morris, Chesterfield, Petra
Klasik and Sparta in more than 50 variants across different price
segments.

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

The report of the Board of Directors is based on the
consolidated financial statements of Philip Morris CR a.s.
and Philip Morris Slovakia s.r.o. prepared in accordance with
International Financial Reporting Standards as adopted by
the European Union.

Consolidated Financial Results

Consolidated revenues, net of excise tax and VAT, of

CZK 6.4 billion increased by 6.2% in the first half of 2014 versus
the same period in 2013, mainly driven by favorable pricing

and volume/mix in the Czech Republic and Slovakia, as well as
favorable currency of CZK 246 million, partially offset by lower
exports to other PMI affiliates. Excluding the impact of currency,
consolidated revenues, net of excise tax and VAT, increased by
2.1% versus the prior year.

Profit from operations increased by 21.8% in the first half of
2014 to CZK 1.3 billion primarily reflecting favorable pricing
and volume/mix in the Czech Republic and Slovakia, as noted
above, as well as favorable currency of CZK 22 million and
lower operating costs, partially offset by higher manufacturing
costs. Excluding the impact of currency, profit from operations
increased by 19.7% versus the prior year.

Pololetni zprava / Mid-year Report 2014



priznivého vyvoje ménového kurzu ve vysi 22 miliont K¢ a nizsich
provoznich naklad(. Tento narlst byl ¢asteéné eliminovan
vy$8imi vyrobnimi naklady. Pfi vylouceni vlivu ménového kurzu

se zisk z provozni ¢innosti v porovnani s predchozim rokem

zvysil 0 19,7 %.

Zisk pred zdanénim v prvnim pololeti 2014 vzrostl v porovnani se
stejnym obdobim roku 2013 o0 21,4% na 1,3 miliardy K& z dlvodU
jiz zminénych vyse. Narlst byl ¢aste¢né negativné ovlivnén
vySSimi financénimi naklady.

Cisty zisk v prvnim pololeti 2014 vzrostl 0 23,4% na 1,1 miliardy K&
z davodd jiz zminénych vyse, coz bylo ¢astecné eliminovano
vysSimi danovymi naklady.

Trzby v tuzemsku bez spotfebni dané a DPH za prvni pololeti
roku 2014 se v porovnani se stejnym obdobim roku 2013 zvysily
0 4,6% na 2,5 miliardy K&, zejména vlivem pfiznivého vyvoje cen
v dusledku zvyseni spotfebni dané a DPH v roce 2013 a zvyseni
spotfebni dané v prvnim pololeti roku 2014, které byly zohlednény
v prodejnich cenach Philip Morris CR a.s. a zaroven v diisledku
vyssiho objemu prodejd a miry zastoupeni jednotlivych znacek

v prodejich.

Celkovy trh cigaret v Ceské republice klesl v prvnim pololeti roku
2014 v porovnani se stejnym obdobim roku 2013 o odhadovanych
0,7% na 9,5 miliardy kusU cigaret, predevsim z divodu zvySeni
prodejnich cen jiz zminénych vyse a pokracujiciho ristu kategorie
jemné fezaného tabéku s nizSim dafovym zatiZzenim. Tento

pokles byl ¢astecné vykompenzovan pfiznivym vlivem vyraznégjsi
sezoénnosti v prvnim pololeti roku 2014.

Podle maloobchodniho prizkumu agentury ACNielsen Czech
Republic s.r.o. poklesl trzni podil spoleénosti Philip Morris CR a.s.
0 3,3 procentniho bodu z 49,6 % v prvnim pololeti roku 20132

Trzni podil dle cenovych segmentt v Ceskeé republice (%)?

Market Share by Price Segment in the Czech Republic (%)?

Zdro,

o] 5D), Philip M
Source: ACNielsen Czech R
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Pre-tax income increased by 21.4% in the first half of 2014 versus
the same period in 2013 to CZK 1.3 billion reflecting items noted
above, partially offset by higher financing costs.

Net income increased by 23.4% in the first half of 2014 to
CZK 1.1 billion reflecting items noted above, partially offset by
higher income tax expense.

Business in the Czech Republic

Domestic revenues, net of excise tax and VAT, increased by
4.6% to CZK 2.5 billion in the first half of 2014 versus the same
period in 2013, mainly driven by favorable pricing, reflecting
mainly the impact of excise tax and VAT driven price increases
implemented by Philip Morris CR a.s. in 2013, the excise tax
driven price increases implemented by Philip Morris CR a.s. in
the first half of 2014 and favorable volume/mix.

In the first half of 2014, the total cigarette market in the Czech
Republic declined by an estimated 0.7% to 9.5 billion units
versus the same period in 2013, mainly reflecting the impact of
price increases noted above and the continued growth of the
lower-taxed fine cut tobacco category, partially offset by stronger
seasonality in the first half of 2014.

According to retail audit research conducted by ACNielsen
Czech Republic s.r.o., the cigarette market share of

Philip Morris CR a.s. declined by 3.3 share points from
49.6% in the first half of 20132 to 46.3% in the same period in
2014, mainly reflecting the continued share declines of local
brands and Red & White, partially offset by higher shares for
Chesterfield, L&M, Marlboro and Philip Morris. The growth of
Chesterfield and L&M was helped by the successful launch
of Chesterfield C-Press in the low-price segment in June 2013
and L&M Forward in the mid-price segment in January 2013,
both competing in the growing category of cigarettes using
a menthol capsule in the filter. L&M’s growth was further

Prémiovy
Premium

Stredni
Medium

1. pol. 2013
H1 2013

. pol. 2014
H1 2014

Levny

Low

ace

. RGD), Philip Morris CR a.s. (price segmentation)

2 Podily jednotlivych cenovych segmentd za rok 2013 byly upraveny z diivodu pfesunu nékterych
variant cigaretovych znacek mezi cenovymi segmenty v pribéhu roku 2014,

Philip Morris CR a.s.

22013 price segment shares were restated due to changes in ACNielsen Czech Republic s.r.0.'s
retail audit panel, as well as the price repositioning of some cigarette brand variants during 2014.
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na 46,3% v prvnim pololeti 2014, predevsim v disledku
pokracujiciho poklesu trzniho podilu mistnich znacek a znacky
Red & White, ktery byl ¢astecné vykompenzovan vyssim podilem
znacek Chesterfield, L&M, Marlboro a Philip Morris. Rlst znacek
Chesterfield a L&M byl podpofen Uspésnym uvedenim varianty
Chesterfield C-Press na trh v levném cenovém segmentu v ¢ervnu
2013 a uvedenim varianty L&M Forward ve stfednim cenovém
segmentu v lednu 2013. Obé varianty soutéZi v rostouci kategorii
cigaret s mentolovou kapsli uvnitf filtru. Pozice znacky L&M

byla déle posilnéna pokracujicim Uspéchem varianty L&M Loft,
cigaretou v ten¢im formatu uvedenou na trh v roce 2012. Obé
nasich mistnich znacek ve étvrtém Ctvtleti 2013. RUst znacky
Marlboro byl podporen variantou Marlboro RS a uvedenim
varianty Marlboro PSP v Unoru 2014, prvni soft varianty

v uzaviratelném baleni na ¢eském trhu.

Objem doméciho odbytu spole&nosti Philip Morris CR a.s. se

v prvnim pololeti roku 2014 zvysil 0 5,0% na 4,1 miliardy kus(.

Toto zvyseni bylo zplsobeno narlistem objemu prodeje jemné

fezaného tabaku, vlivem rdstu celkového trhu a vyssiho trzniho
podilu jemné fezaného tabaku, coz bylo ¢aste¢né eliminovano
nizsim objemem prodeje cigaret v disledku poklesu celkového
trhu a nizsiho trzniho podilu cigaret, jak je uvedeno vyse.

Trzby spole¢nosti Philip Morris Slovakia s.r.o. bez spotfebni
dané a DPH v mistni méné vzrostly v prvni poloviné roku 2014

v porovnani se stejnym obdobim pfedchoziho roku 0 5,9%

na 43,1 miliond eur predevsim v dasledku pfiznivého vyvoje

cen v navaznosti na zvySeni prodejnich cen v roce 2013

a vyssiho objemu prodejl a miry zastoupeni jednotlivych znacek
v prodejich.

Celkovy trh cigaret na Slovensku vzrostl v prvnim pololeti roku
2014 v porovnani se stejnym obdobim roku 2013 o odhadovanych

Trzni podil dle cenovych segmentt na Slovensku (%)

Market Share by Price Segment in the Slovakia (%)3

159 89

s.r.o. (trzni podil bez RGD), Phil 3. («
Slovakia s.r.o. (market share excl. RGD), Philip Morris Slovakia a

Source: ACNi

supported by the continued success of L&M Loft, a slimmer
format launched in 2012. Both L&M and Chesterfield also
benefited from the optimization of the portfolio of our local
brands in the fourth quarter of 2013. The growth of Mariboro
was mainly driven by the success of Marlboro RS variant and the
launch of Marlboro PSP in February 2014, the first protected soft
pack proposition in the Czech market.

The Czech domestic shipments of Philip Morris CR a.s.
increased by 5.0% in the first half of 2014 to 4.1 billion units,
mainly driven by higher fine cut shipments, reflecting a higher
total fine cut market and higher fine cut market share, partially
offset by a decline in cigarette shipments, reflecting a lower
total cigarette market and lower cigarette market share as
described above.

Business in Slovakia

Philip Morris Slovakia s.r.o. revenues, net of excise tax and VAT,
increased by 5.9% in the first half of 2014 to EUR 43.1 million
versus the same period in 2013 in local currency terms, driven
primarily by favorable pricing reflecting the impact of price
increases implemented in 2013 and favorable volume/mix.

In the first half of 2014, the total cigarette market in Slovakia
increased by an estimated 2.1% to 3.4 billion units versus the
same period in 2013, mainly driven by stronger seasonality and
improved economic environment.

According to retail audit research conducted by ACNielsen
Slovakia s.r.o., the cigarette market share of Philip Morris
Slovakia s.r.o. increased by 1.0 share point from 51.7% in
the first half of 2013° to 52.7% in the same period in 2014,
primarily driven by the strong performance of Philip Morris,
L&M and Marlboro, partially offset by share declines of
Red & White and local brands. L&M'’s growth was helped
by the successful launch of L&M Forward in the mid-price

Prémiovy
Premium

Stredni
Medium

1. pol. 2013
H1 2013

. pol. 2014
H1 2014

gmentace)
price segmentation)

¢ Podily jednotlivych cenovych segmentt za rok 2013 byly upraveny z diivodu pfesunu nékterych
variant cigaretovych znacek mezi cenovymi segmenty v pribéhu roku 2013.

Philip Morris CR a.s.

22013 price segment shares were restated due to price repositioning of some cigarette brand
variants during 2013.
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2.1 % na 3,4 miliardy kusU cigaret zejména v disledku vyraznéjsi
sezdnnosti a pfiznivéjsi ekonomické situace.

Podle maloobchodniho prazkumu agentury ACNielsen

Slovakia s.r.o. se trzni podil spole¢nosti Philip Morris Slovakia s.r.o.

na slovenském trhu zvysil o 1,0 procentniho bodu z 51,7 % v prvni
poloviné roku 2013° na 52,7 % v prvni poloviné roku 2014. Toto
zvySeni bylo zpUsobeno narlstem podilu znacek Philip Morris,
L&M a Marlboro, a bylo Castecné eliminovano poklesem trzniho
podilu u znacky Red & White a mistnich znacek. Narlst podilu
znacky L&M byl podporen Uspé&snym uvedenim varianty L&M
Forward v stfednim cenovém segmentu v srpnu 2013. Znacka
L&M si v prvnim pololeti roku 2014 jesté vice upevnila svoji pozici
nejprodavanéjsi znacky na trhu. Po Uspésném uvedeni znacky
Philip Morris v levném cenovém segmentu v fijnu 2012 znacka
pokracovala v rlstu, a také téZila z migrace znacky Red & White
do znacky Philip Morris na zacatku roku 2014. Rast znacky
Marlboro byl podporen uvedenim varianty Marlboro PSP v kvétnu
2014, prvni soft varianty v uzaviratelném baleni na slovenském
trhu.

Objem doméaciho odbytu spoleénosti Philip Morris Slovakia s.r.o.
se v prvnim pololeti roku 2014 zvysil 0 5,4% na 1,8 miliardy kust
cigaret, vlivem rlstu celkového trhu a vyssiho trzniho podilu, jak je
uvedeno vyse.

Kromé PMI znacek, v ramci spoluprace mezi spolecnostmi

PMI a China National Tobacco Corporation, pokracuiji

Philip Morris CR a.s. a Philip Morris Slovakia s.r.o. v distribuci

a prodeji znacky RGD na ¢eském a slovenském trhu. Dle nové
uzavfené sub-licenéni smlouvy, Philip Morris CR a.s. ziskal plnou
manazerskou rozhodovaci pravomoc nad znackou RGD na téchto
trzich. V disledku této zmény je s platnosti od 1. dubna 2014
znacka RGD plIné integrovana do PMI portfolia znacek a objem
prodeje znacky RGD je zahrnovéan do vykazovaného objemu
prodeje a trzniho podilu PMI znacek.

V prvnim pololeti 2014 byl trzni podil spole¢nosti
Philip Morris CR a.s., véetné znacky RGD od 1. dubna 2014,
47,0% a trzni podil spole¢nosti Philip Morris Slovakia s.r.0. 54,1%.

TrZby z vyvozu za prvni pololeti roku 2014 v porovnani se
stejnym obdobim roku 2013 narostly o 4,7 % na 2,7 miliardy K¢,
a to zejména v dlsledku pfiznivého vyvoje ménového kurzu

ve vy$i 171 milion K&, coz bylo ¢aste¢né eliminovano nizsim
objemem prodejl jinym spole¢nostem ve skupiné PMI. PFi
vylouceni vlivu ménového kurzu trzby z vyvozu v porovnani

s predchozim rokem poklesly o 2,0 %.

Philip Morris CR a.s.

Zprava predstavenstva
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segment in August 2013, further strengthening its position as
the best-selling brand in the market. Following the successful
launch of Philip Morris in the low-price segment in October
2012, the brand continued to grow, also benefiting from the
migration of Red & White to Philip Morris in the beginning

of 2014. Marlboro’s growth was driven by the successful launch
of Marlboro PSP in May 2014, the first protected soft pack
proposition in the Slovak market.

The shipments of Philip Morris Slovakia s.r.o. increased by 5.4%
in the first half of 2014 to 1.8 billion units, reflecting the higher
total market and market share as described above.

RGD brand in the Czech Republic
and Slovakia

In addition to PMI brands, as part of the cooperation agreement
between PMI and the China National Tobacco Corporation,
Philip Morris CR a.s. and Philip Morris Slovakia s.r.o. distribute
and sell RGD in both the Czech and Slovak markets. Pursuant
to the new sub-license agreement, Philip Morris CR a.s.
acquired the full brand management control over the RGD
brand in both markets. As a result of this change, effective

as of April 1, 2014, RGD is fully integrated into the PMI brand
portfolio and the related shipments are included in the reported
PMI volumes and market shares.

Market share of Philip Morris CR a.s. and Philip Morris
Slovakia s.r.o. in the frst half of 2014, including RGD as of
April 1, 2014, was 47.0% and 54.1% respectively.

Exports

Export revenues increased by 4.7% to CZK 2.7 billion in the
first half of 2014 versus the same period in 2013, mainly driven
by the favorable currency impact of CZK 171 million, partially
offset by lower shipments to other PMI affiliates. Excluding the
impact of currency, export revenues decreased by 2.0% versus
the same period prior year.

Pololetni zprava / Mid-year Report 2014
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Dle smérnice Rady 2011/64/EU, ktera kodifikuje zmény
zavedené smérnici Rady 2010/12/EU* musi byt spotfebni dan
na tabakové vyrobky v ¢lenskych statech EU od 1. 1. 2014

v souladu s novymi pozadavky, véetné minimalni vySe spotrebni
dané 90 eur na 1 000 kusU cigaret.

K 1. 1. 2014 se zvysila pevna (specificka) ¢ast o 30K¢e

na 1 190K¢ na 1 000 kusu cigaret a minimalni spotfebni dan
vzrostla o 70K¢ na 2 250K¢ na 1 000 kusUl cigaret. Soucasné,
vzrostla minimalni spotfebni dan z jemné fezaného tabaku

0 165 K¢ na 1 800 K¢& za 1 kg, coz vede k postupnému sblizovani
minimalni spotfebni dané z jemné fezaného tabaku a cigaret.

S ohledem na nepfiznivy vyvoj ménového kurzu, ktery byl
dale umocnén intervenci Ceské narodni banky, viada zahdjila
v roce 2014 legislativni kroky a navrhla novelu zékona

¢. 3563/2003 Sb. o spotfebnich danich, ve znéni pozdéjsich
predpis(, za Ucelem dalsiho zvySeni sazeb spotfebni dané
na tabakové vyrobky tak, aby bylo dosazeno minimalni miry
zdanéni dle pozadavk( smérnice EU o zdanéni tab&kovych
vyrobkl. Ocekavame, ze novela zakona nabyde Gcéinnosti
koncem roku 2014.

Na Slovensku nabyla 1. 10. 2012 ucinnosti posledni novela
zékona ¢. 106/2004 Z.z. o spotfebni dani z tabakovych vyrobkd,
ve znéni pozdéjsich predpist, zvefejnénéa ve Sbirce zédkonU jako
zékon ¢. 288/2012 Z.z.°, jejimz ucelem je naplnéni pozadavku
EU na minimalni vynos spotfebni dané. Minimalni spotfebni dan
vzrostla na 91 eur na 1 000 kusU cigaret a pevna slozka dané
na 59,50 eur na 1 000 kusU cigaret, zatimco slozka valoricka
z(istala nezménéna na 23 %.

V fijnu 2013 schvalil slovensky parlament novelu zakona

¢. 106/2004 Z.z. o spotfebnich danich, ve znéni pozdéjsich
predpisl, ktery byl ve Sbhirce zakon publikovan jako zékon

¢. 381/2013 Z.z. s cilem fesit zaleZitosti spojené s nelegalnim
obchodem. Od 1. 1. 2014 je novelou zékona zakazan prodej jemné
fezaného tabaku za cenu nizsi nez je soucet DPH a spotfebni
dané. Od 1. 3. 2014 je zavedena nova dan na tzv. surovy tabak,
ktery je zdanén stejné jako jemné fezany tabak (71,11 eur na 1kg)
aod 1. 12. 2014 novela zakona zavadi dafnové znaceni i pro ostatni
tabakové vyrobky a rovnéz zavadi minimalni velikost baleni jemné
fezaného tabaku (minimum 20g a nasobky 10 g). Od 1. 1. 2015
uvedena novela zakona rovnéz ustanovuje statni tiskarnu cenin
jako jedinou tiskarnu pro danové znamky, které se pouzivaji

na tabakovych vyrobcich a vyrobcich obsahujicich alkohol.

PrestoZze narocné ekonomické podminky, zejména s dopady
na zaméstnanost a disponibilni pfijmy, ztéZuji pfedpoveditelnost

Outlook

Pursuant to the EU Tobacco Tax Directive 2011/64/EU,

which codifies the changes introduced by Council Directive
2010/12/EU*, from January 1, 2014, the excise tax on tobacco
products in EU Member States must be aligned with the new
requirements, including the minimum excise tax yield of EUR 90
per 1 000 cigarettes on all cigarettes.

As of January 1, 2014, the specific component for cigarettes
increased by CZK 30 to CZK 1 190 per 1 000 cigarettes and
the minimum excise tax by CZK 70 to CZK 2 250 per 1 000
cigarettes. At the same time, the minimum excise tax for fine cut
tobacco increased by CZK 165 to CZK 1 800 per 1kg, resulting
in a gradual approximation of the minimum excise tax for fine
cut tobacco and manufactured cigarettes.

Following the CZK/EUR exchange rate development enhanced
by the intervention of the Czech National Bank, in 2014 the
Czech government launched a legislative process and drafted
an amendment to Act no. 353/2003 Coll., on Excise Taxes, as
amended, to further increase the excise tax rates for tobacco
products in order to comply with the minima set by the EU
Tobacco Tax Directive. The amendment is expected to enter into
force by the end of 2014.

In Slovakia, the most recent excise tax rates increase took

effect as of October 1, 2012 pursuant to Amendment to

Act no. 106/2004 Coll. on Tobacco Excise Tax, as amended,
published in the Collection of laws as Act no. 288/2012° reaching
the minimum excise tax yield set by the EU Tobacco Tax Directive.
The minimum excise tax increased to EUR 91 per 1 000 cigarettes
and the specific component to EUR 59.50 per 1 000 cigarettes,
while the ad-valorem component remained unchanged at 23%.

In October 2013, the Slovak Parliament adopted Amendment

to Act no. 106/2004 Coll. on Tobacco Excise Tax, as amended,
published in the Collection of laws as Act no. 381/2013° aimed
at addressing the issue of the illicit trade. As of January 1, 2014,
the amendment bans the sale of fine cut products for a price
lower than the sum of VAT and excise tax. As of March 1, 2014,

it introduces a new tax on raw tobacco, at the same level as fine
cut taxation (i.e., EUR 71.11 per 1kg) and as of December 1, 2014,
the Amendment extends the fiscal marking to Other Tobacco
Products and introduces measures on pack size for fine cut
products (minimum 20g and multiples of 10g). As of January 1,
2015, the Amendment also creates a state printing house as the
single printing house for both tobacco and alcohol fiscal stickers.

The challenging economic environment, particularly impacting
employment and disposable income, makes it difficult to predict

4 Smérnice Rady 2011/64/EU ze dne 21. Gervna 2011 o struktufe a sazbach spotiebni dané
z tabakovych vyrobkd a smérnice Rady 2010/12/EU ze dne 16. inora 2010, kterou se
méni smérnice 92/79/EHS, 92/80/EHS a 95/59/ES o struktufe a sazbach spotfebni dané
z tabakovych vyrobkd a smérnice 2008/118/ES.
5 Zakon ¢. 288/2012 Z.z., kterym se méni a dopliiuje zékon ¢. 106/2004 Z.z. o spotiebni dani
z tabakovych vyrobkd, ve znéni pozdéjsich predpis(, a kterym se dopliuje zakon ¢. 595/2003 Z.z.
o dani z pfijmu ve znéni pozdéjsich predpist
6 Zakon ¢. 381/2013 Z.z., kterym se méni a doplfiuje zakon ¢. 106/2004 Z.z. o spotiebni dani
z tabakovych vyrobkd, ve znéni pozdéjsich predpis.

Philip Morris CR a.s.

4 Council Directive 2011/64/EU of 21 June 2011 on the structure and rates of excise duty applied
to manufactured tobacco (codification) and Council Directive 2010/12/EU of 16 February 2010
amending Directives 92/79/EEC, 92/80/EEC and 95/59/EC on the structure and rates of excise
duty applied on manufactured tobacco and Directive 2008/118/EC.

5 Act no. 288/2012 Coll. of September 11, 2012 amending Act no. 106/2004 Coll. on Tobacco
Excise Tax, as amended, and supplementing Act no. 595/2003 Coll. on Income Taxes, as
amended.

5 Act no. 381/2013 Coll. of October 18, 2013 amending Act no. 106/2004 Coll. on Tobacco Excise
Tax, as amended

Pololetni zprava / Mid-year Report 2014



potencialniho vystaveni se pretrvavajicimu prechodu spotiebitell
na levnéjsi znacky ¢i jiné tabakové alternativy nebo zvysené

mife nelegalnich prodejl, vyse uvedeny danovy vyhled

zalozeny na postupném a mirném zvysovani spotrebnich dani,
zmirnuje nejistoty, které mohou ovlivnit nasi obchodni ¢innost.
Pokra¢ujeme v implementaci planovanych iniciativ na zvyseni
produktivity s cilem udrzet naklady na stejné urovni. Také nase
trvalé zaméfeni se na inovaci portfolia znacek, které je vedeno
predjimanim novych trend( u dospélych kurékl, ndm umozni
Uginné konkurovat jak v Ceské republice, tak i na Slovensku.

Philip Morris CR a.s. a Philip Morris Slovakia s.r.o. podporuji
komplexni a Uc¢innou regulaci tabakovych vyrobkd zaloZzenou
na principu snizovani zdravotnich dopadt zplsobenych
tabakovymi vyrobky.

Aby byly zasady regulace ucinné, musi byt zaloZzeny na dikazech.
Regulace musi byt uplatiovana na vSechny tabakové vyrobky

a vSechny tabakové vyrobce a musi zohlednovat nazory vSech
legitimnich zGc¢astnénych stran véetné zdravotnickych organizaci,
vladnich financ¢nich Gradu, vyrobet tabaku, maloobchodnich
prodejcu, péstiteld tabaku, spotrfebiteld a dalSich ¢lend legitimniho
tabakového dodavatelského retézce. Regulacni politika musi brat
v Uvahu mozZnost, Ze vyvola negativni nasledky, které podkopavaiji
cile ochrany vefejného zdravi, jako je zvySovani poptavky

po levnych cigaretach, jinych tabakovych vyrobcich, nebo
nelegalnich cigaretach.

PrestoZe podporujeme komplexni, t¢innou regulaci tabakovych
vyrobk(, nepodporujeme regulaci znemoznujici dospélym koupit
si a pouzivat tabakové vyrobky, ani regulaci kladouci fungovani
legitimniho trhu s tabakovymi vyrobky zbyteé¢né prekazky. V tomto
ohledu se branime opatrenim, jako je jednotné baleni, zakaz
vystaveni v mistech prodeje, Uplny zakaz komunikace s dospélymi
kuraky, zédkaz pouzivani pfisad v tabakovych vyrobcich, a ostatnim
opatfenim vedoucim ke standardizaci tabakovych vyrobkd

a baleni, a navrhdm, které brani vyvoji, marketingu a prodeji
vyrobkd, jez prokazatelné snizuiji zdravotni rizika spojené

s kourenim.

Takovéto regulace tvrdé omezuji, ne-li vyluéuji, moznost soutéze
mezi tabakovymi spolec¢nostmi o podil na trhu tabakovych vyrobk
pro dospélé kuraky. Dusledky, které jsou ke Skodé verejného
zdravi Gasto prehlizeny nebo ignorovany, zahrnuiji rdst nelegélniho
obchodu s tabakovymi vyrobky, ktery se nefidi regulacemi,
nedodrzuje zakaz prodeje tabakovych vyrobkl osobam mladsim
18 let, a ktery slouZi k financovani organizovaného zlo¢inu.

Dne 19. kvétna 2014 vstoupila v platnost Smérnice o tabékovych
vyrobcich 2014/40/EU poté, co byla schvalena Evropskym
parlamentem a Radou ministrd EU. Smérnice mimo jiné zavadi
nové pravidla tykajici se vyroby, prezentace a prodeje tabakovych
vyrobkd, elektronickych cigaret i tzv. novych tabékovych vyrobkd.

Philip Morris CR a.s.

Zprava predstavenstva
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any potential exposure to consumer down-trading to cheaper
cigarettes and other tobacco alternatives, or to an increase in
the prevalence of illicit trade. Gradual and moderate excise

tax increases tend to mitigate some uncertainties that could
affect our business. We remain committed to implementing
our planned productivity initiatives to manage our cost base.
Moreover, our continued focus on brand portfolio innovation,
driven by anticipation of emerging adult smoker trends, will
allow us to compete effectively in both the Czech Republic and
Slovakia.

Strong and Effective Regulation

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

To be effective, tobacco regulatory policy must be
evidence-based. Regulations must be applied to all tobacco
products and all tobacco manufacturers equally, and should
take into account the views of all legitimate stakeholders
including public health authorities, government finance
authorities, tobacco manufacturers, retailers, tobacco
growers, consumers and other members of the legitimate
tobacco supply chain. Regulatory policy must consider the
potential to trigger adverse consequences which undermine
public health objectives, such as increasing the demand

for cheap cigarettes, other tobacco products, and/or illicit
cigarettes.

While we support comprehensive, effective tobacco regulation,
we do not support regulation that prevents adults from
purchasing and using tobacco products or that imposes
unnecessary impediments to the operation of the legitimate
tobacco market. In that regard, we oppose measures such

as generic packaging, point of sale display bans, bans

on communications to adult smokers, bans on the use of
ingredients in tobacco products and other measures designed
to standardize tobacco products or packaging, and proposals
that prevent the development, marketing and sale of products
that are proven to reduce the health risks of tobacco use.

Such prohibitionist policies severely restrict, if not eliminate,

the ability of tobacco companies to compete for market share
among adult smokers. The consequences, which are often
overlooked or ignored to the detriment of public health, include
increases in the illegal tobacco market - a market that does not
comply with regulations, including minimum age laws, and funds
organized crime.

Tobacco Products Directive

The EU Tobacco Products Directive 2014/40/EU was adopted
by the European Parliament and the Council of Ministers, and
entered into force on May 19, 2014. The Directive provides,
among others, new rules for the manufacturing, presentation
and sale of tobacco products, e-cigarettes and novel tobacco

Pololetni zprava / Mid-year Report 2014
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Smérnice musi byt transponovana do narodnich zakont Ceské
republiky i Slovenska do 20. kvétna 2016.

Jednim z nasich zasadnich cil( je byt socialné odpovédnou
spole¢nosti. Zavazali jsme se komunikovat o skute¢nych
zdravotnich rizicich spojenych s koufenim a podporujeme
Uc¢innou a na dikazech zaloZenou regulaci tabakovych
vyrobk, které vychézi z principu snizovani zdravotnich dopadd
zplsobenych tabakovymi vyrobky.

Kromé toho podporujeme pfijimani a vymahani dodrzovani
pravnich pfedpisu, které stanovuji minimalni vek pro prodej
tabakovych vyrobkl a Uzce spolupracujeme s maloobchodniky
a ostatnimi partnery pfi realizaci program( zamérenych

na prevenci koufeni mladistvych.

Philip Morris Slovakia s.r.o. nadéle podporuje sv(j program

,Na véku zalezi, zaméfeny na prevenci koufeni mladistvych, ktery
predstavila jiz v roce 1998. Cilem projektu je zabranit nezletilym

v pristupu k tabakovym vyrobkim a podporovat maloobchodniky
v dodrZovani zakazu prodeje tabakovych vyrobk( osobam
mladsim 18 let.

V uplynulych 22 letech spoleénost Philip Morris CR a.s.
vyznamné podporovala charitativni projekty a programy.
Podporené charitativni projekty jsou pIné v souladu s kli¢ovymi
oblastmi darcovstvi, které stanovila naSe matefska spole¢nost
PMI, a které definuji charitativni programy na celém svété.
Pfikladem naseho Uspé&sného zapojeni je Dobroc¢inny fond
Philip Morris CR (www.dobrocinnyfond.cz), ktery poskytuje
finanéni prispévky neziskovym organizacim jak na narodni,

tak i na regionalni Urovni. V prvni poloviné roku 2014 jsme
pokracovali v dlouhodobé podpofe projektd prednich
charitativnich organizaci v Ceské republice jako je Nadace Via,
Nadacni fond Slunce pro vSechny a Byznys pro spole¢nost.

Na Slovensku jsou nase charitativni projekty zaméreny

na vzdélavani. V roce 2014 podporujeme prestavbu tfech
Skolnich zafizeni pro déti vyZadujici specialni péci. Nasi
zameéstnanci se navic, stejné jako v minulych letech, aktivné
Ucastni celostatniho dobrovolnického projektu “Nase Mesto”
podporujiciho komunitu aktivitami, jako je napfiklad uklid

a udrzba verejnych prostranstvi.

Je mozné, Ze nejriznéjsi dokumenty vyhotovené

Philip Morris CR a.s., jako jsou napfiklad dokumenty predloZzené
Ceské narodni bance &i jinym statnim organtim nebo zpravy
akcionaram, tiskové zpravy a zpravy pro investory na internetu,
obsahuiji ustni ¢i pisemna vyjadreni tykajici se ocekavani

do budoucna. Tato vyjadreni Ize charakterizovat slovy ,strategie”,
,oCekavani“, ,vyvoj*, ,plany*, ,pfedpovédi, ,domnénky*, ,postoje®,

Philip Morris CR a.s.

products. The Directive has to be transposed into the national
laws of both the Czech Republic and Slovakia by May 20, 2016.

Social Responsibility

One of our principal goals is to be a socially responsible
company. We are committed to communicating about the
serious health effects of smoking and we advocate for effective,
evidenced-based tobacco regulation founded on the principle of
harm reduction.

Furthermore, we support the enactment and strict enforcement
of laws that set a minimum age to purchase tobacco products
and work closely with retailers and other partners to implement
youth smoking prevention programs.

Philip Morris Slovakia s.r.o. continues to support youth smoking
prevention program “Age Matters” launched in 1998. The
program aims to prevent the access of minors to tobacco
products by motivating retailers to comply with minimum age
legislation for purchasing tobacco products.

Charitable Giving

Over the past 22 years, Philip Morris CR a.s. has contributed
significantly to charitable activities. Our projects are fully
aligned with the key giving areas that have been identified by
our parent company, PMI, and which guide the company‘s
giving programs around the world. Examples of our successful
local involvement include the Philip Morris CR a.s. Charitable
Fund (www.dobrocinnyfond.cz), which provides grants to
non-governmental organizations both at the national and
regional level. In the first half of 2014, we continued our
long-term cooperation with major charitable organizations

in the Czech Republic such as the “Via Foundation,”

“Sun for All” and “Business for Society.”

In Slovakia, our charitable contributions are focused on the
area of education. In 2014 we contribute to rebuilding the
premises of three schools for children with special needs. Also,
as in the previous years our employees actively participated

in a nationwide corporate volunteering activity “Nase Mesto”
(“Our City”), covering projects that benefit the community such
as cleaning and repairing public places.

Forward-Looking
and Cautionary Statements

Philip Morris CR a.s. may from time to time make written or oral
forward-looking statements, including statements contained

in filings with the Czech National Bank or other authorities,

in reports to shareholders and in press releases and investor
webcasts. You can identify these forward-looking statements by

"o » o«

use of words such as “strategy”, “expects”, “continues”, “plans”,

“anticipates”, “believes”, “will”, “estimates”, “intends”, “projects”,

“goals”, “targets” and other words of similar meaning. You can

Pololetni zprava / Mid-year Report 2014
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,odhady*, ,umysly*“, ,projekty”, ,cile®, ,zaméry*“ nebo jinymi slovy also identify them by the fact that they do not relate strictly to
podobného vyznamu. Pro tato vyjadreni je rovnéz charakteristické,  historical or current facts.
Ze se nevztahuji vyluéné na historické nebo soucasné skutecnosti.

Philip Morris CR a.s. cannot guarantee that any forward-looking

Philip Morris CR a.s. nemiize zarudit, ze jakékoli vyjadreni tykajici statement will be realized, although we believe we have

se oc¢ekavani do budoucna se skute¢né naplni, ackoliv jsme been prudent in our plans and assumptions. Achievement of
presveédceni, ze vSechny plany a predpovéedi vyhotovujeme future results is subject to risks, uncertainties and inaccurate
na zakladé peclivého uvazeni. Dosazeni budoucich vysledk assumptions. Should any known or unknown risks or

mUze byt ovlivnéno riziky, nejistotami a nepresnymi predpokladly. uncertainties materialize, or should underlying assumptions
Skute¢né vysledky se proto mohou liSit od odhadovanych, prove inaccurate, actual results could vary materially from
predpovidanych nebo planovanych vysledk(, pokud nastanou those anticipated, estimated or projected. Investors should bear
znama nebo v soucasnosti neznama rizika a nejistoty nebo this in mind as they consider forward-looking statements and
pokud se vychozi pfedpoklady ukézou jako nepresné. Investofri whether to invest in or remain invested in Philip Morris CR a.s.
by tato rizika méli vzit v Gvahu pfi posuzovani vyhledovych sdéleni securities.

a investic do cennych papir(i spoleénosti Philip Morris CR a.s.
We confirm that to the best of our knowledge the mid-year

Prohlasujeme, ze podle naseho nejlepsiho védomi podava report and the consolidated mid-year report gives a true and fair
pololetni zprava a konsolidovana pololetni zprava vérny view of the financial situation, business activities and economic
a poctivy obraz o finanéni situaci, podnikatelské ¢innosti results of Philip Morris CR a.s. and its consolidated group for

a vysledcich hospodareni spoleénosti Philip Morris CR a.s. the period ended June 30, 2014, and prospects for the future

a jejiho konsolidacniho celku za obdobi koncici 30. 6. 2014 development of its financial position, business activities and

a o vyhlidkach budouciho vyvoje financni situace, podnikatelské economic results.

ginnosti a vysledkd hospodareni.
Financial information included in the mid-year report and in the

Ciselné udaje a informace uvedené v pololetni zpravé consolidated mid-year report of Philip Morris CR a.s. and its
a v konsolidované pololetni zpravé spoleénosti consolidated group for the half-year ended June 30, 2014 are
Philip Morris CR a.s. a jejiho konsolidaéniho celku za obdobi not reviewed by the auditor.

koncici 30. 6. 2014 nejsou ovéreny auditorem.
In Kutna Hora on August 18, 2014
V Kutné Hofe dne 18. srpna 2014

—F

Andras Tovisi Stanislava Jurikova
predseda predstavenstva / / Clenka predstavenstva
Chairman of the é"% Member of the

Board of Directors Board of Directors

Philip Morris CR a.s. Pololetni zprava / Mid-year Report 2014
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Zkracena mezitimni konsolidovana ucetni zavérka

Zkraceny mezitimni konsolidovany vykaz financni pozice

k 30. 6. 2014 (v milionech K¢)

AKTIVA Bod 30.6.2014 31.12.2013
Pozemky, budovy a zarizeni 7 3271 3147
Nehmotna aktiva 22 25
QOdlozena danova pohledavka 19 6
Dlouhodoba aktiva 3312 3178
Zasoby 1881 2120
Obchodni a ostatni finan¢ni pohledavky 1882 1514
Ostatni nefinancni aktiva 4068 9935
Dan z prijm0 splatna 62 2
Penézni prostredky a penézni ekvivalenty 10 306 5219
Kratkodoba aktiva 8 199 18 790
Aktiva celkem 11511 21968
VLASTNI KAPITAL A ZAVAZKY Bod

Zakladni kapital 2745 2745
Emisni &zio a ostatni prispévky akcionar 2 381 2397
Nerozdéleny zisk 1455 2270
Ostatni fondy 6 557
Kapital a fondy celkem pripadajici na akcionare Spolec¢nosti 6 587 7 969
Mensinovy vlastni kapital (0] 1
Vlastni kapital celkem 6 587 7970
QOdlozeny danovy zavazek 166 141
Dlouhodobé zavazky 166 141
Obchodni a ostatni finan¢ni zavazky 11 1243 1460
Ostatni nefinancni zavazky 1 225 231
Dan z prijm0 splatna 0 8
Ostatni danové zavazky 12 1226 12137
Rezerva na kratkodobé zavazky 18 20
Prijaté pajcky 10 2046 1
Kratkodobé zavazky 4758 13 857
Zavazky celkem 4924 13 998
Vlastni kapital a zavazky celkem 11 511 21968

Priloha tvori nedilnou souc¢ast této zkracené mezitimni konsolidované ucetni zavérky

1 2 Philip Morris CR a.s.
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Condensed Interim Consolidated Financial Statements

Condensed Interim Consolidated Statement of Financial Position

at June 30, 2014 (in CZK million)

ASSETS Note June 30, 2014 December 31, 2013
Property, plant and equipment (PP&E) 7 3271 3147
Intangible assets 22 25
Deferred tax assets 19 6
Non-current assets 3312 3178
Inventories 1881 2120
Trade and other financial receivables 1882 1514
Other non-financial assets 4068 9935
Current income tax prepaid 62 2
Cash and cash equivalents 10 306 5219
Current assets 8 199 18 790
Total assets 11511 21968
EQUITY & LIABILITIES Note

Registered capital 2745 2745
Share premium and other shareholders’ contributions 2 381 2397
Retained earnings 1455 2270
Other reserves 6 557
Equity attributable to the shareholders of the Company 6 587 7 969
Non-controlling interest - 1
Equity 6 587 7970
Deferred tax liability 166 141
Non-current liabilities 166 141
Trade and other financial liabilities 1 1243 1460
Other non-financial liabilities 1 225 231
Current income tax liability - 8
Other tax liabilities 12 1226 12137
Provisions for current liabilities 18 20
Borrowings 10 2046 1
Current liabilities 4758 13 857
Total liabilities 4924 13998
Total equity & liabilities 11 511 21968

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

Philip Morris CR a.s.
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Zkracena mezitimni konsolidovana Gcetni zavérka

Zkraceny mezitimni konsolidovany vykaz uplného vysledku
za pololeti koncici 30. 6. 2014 (v milionech K¢)

Bod 30. 6.2014 30.6.2013
Trzby 6 6 400 6 028
Naklady na prodané vyrobky a zbozi 13 -4170 -4 029
Hruby zisk 2230 1999
Odbytové naklady 13 -529 -539
Administrativni naklady 13 -395 -405
Ostatni provozni vynosy 66 59
Ostatni provozni naklady -74 -48
Provozni zisk 1298 1066
Financni naklady -4 0
Zisk pfed zdanénim 1294 1066
Dan z prijma -244 -215
Cisty zisk 1 050 851
Cisty zisk za pololeti pripadajici na:
Akcionare Spolecnosti 1050 850
Mensinovy podil 0 1
Ostatni uplny vysledek -2 -1
Kurzové rozdily -2 -1
Uplny vysledek za pololeti celkem 1048 850
Uplny vysledek za pololeti pipadajici na:
Akcionare Spolecnosti 1048 849
Mensinovy podil 0 1
Zisk na akcii zakladni a ziedény (K&/akcie) 382 310

Zkraceny mezitimni konsolidovany vykaz zmén vlastniho kapitalu
za pololeti koncici 30. 6. 2014 (v milionech K¢)

Vztahujici se k vlastnimu kapitalu

Zakladni Emisni azio a ostatni Zakonny Kumulované Kumulované Mensinovy Vlastni kapital

Bod kapital pfispévky akcionaii  Rezervni fond kurzové rozdily zisky podil celkem
Stavk 1.1.2013 2745 2 386 551 1 2512 1 8 196
Uplny vysledek celkem 0 0 0 0 850 1 851
Transakce s viastniky
Rozdéleni zisku 14 0 0 0 0 -2 471 -1 -2 472
Zamestnanecké akcie 0 -5 0 0 0 0 -5
Ostatni 0 0 0 0 3 0 3
Stav k 30. 6. 2013
(neauditovano) 2745 2 381 551 1 894 1 6573
Stavk 1.1.2014 2745 2 397 551 6 2270 1 7970
Uplny vysledek celkem 0 0 0 0 1 050 0 1050
Kumulované kurzové rozdily 0 0 0 -2 0 0 -2
Transakce s viastniky
Zrudeni zakonného
rezervniho fondu 0 0 -549 0 549 0 0
Rozdéleni zisku 14 0 0 0 0 -2 416 -1 2417
Zameéstnanecke akcie 0 -16 0 0 0 -16
Ostatni 0 0 0 0 2 2
Stav k 30. 6. 2014
(neauditovano) 2745 2 381 2 4 1455 (o} 6 587

Priloha tvofi nedilnou soucast této zkracené mezitimni konsolidované ucetni zavérky

1 4 Philip Morris CRas. Pololetni zprava / Mid-year Report 2014



Condensed Interim Consolidated Financial Statements

Condensed Interim Consolidated Statement of Comprehensive Income
for the half-year ended June 30, 2014 (in CZK million)

Note June 30, 2014 June 30, 2013
Revenues 6 6 400 6 028
Cost of goods sold 13 (4 170) (4 029)
Gross profit 2230 1999
Distribution expenses 13 (529) (539)
Administrative expenses 13 (395) (405)
Other operating income 66 59
Other operating expense (74) (48)
Profit from operations 1298 1066
Financial expense (4) -
Profit before income tax 1294 1066
Income tax expense (244) (215)
Net profit for the year 1050 851
Attributable to:
Owners of the parent 1050 850
Non-controlling interest - 1
Other comprehensive income (2) (1)
Currency translation differences (2) (1)
Total comprehensive income for the year 1048 850
Attributable to:
Owners of the parent 1048 849
Non-controlling interest - 1
Earnings per share basic and diluted (CZK/share) 382 310
Condensed Interim Consolidated Statement of Changes in Equity
for the half-year ended June 30, 2014 (in CZK million)
Attributable to equity holders of the Company
Accumulated
Share premium and other Non-
Registered other shareholders’ Statutory comprehen- Retained controlling

Note capital contributions reserve fund sive income earnings interest Total equity
Balance as at January 1, 2013 2745 2 386 551 1 2512 1 8 196
Total comprehensive income - - - - 850 1 851
Transactions with owners
Profit distribution 14 - - - = (2.471) (1) (2472)
Share based payments - (5) - - - - (5)
Other - - - - 3 - 3
Balance as at June 30, 2013
(unaudited) 2745 2 381 551 894 1 6573
Balance as at January 1, 2014 2745 2 397 551 6 2270 1 7 970
Total comprehensive income - - - - 1 050 - 1050
Cumulative translation adjustment - - - (2) - - 2)
Transactions with owners
Statutory reserve fund cancellation - - (549) - 549 - -
Profit distribution 14 - - - - (2 416) (1) (2 417)
Share based payments - (16) - - - - (16)
Other - - - - 2 - 2
Balance as at June 30, 2014
(unaudited) 2745 2 381 2 4 1455 - 6 587

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

Philip Morris CR a.s.
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Zkracena mezitimni konsolidovana Gcetni zavérka

Zkraceny mezitimni konsolidovany vykaz o penéznich tocich

za pololeti koncici 30. 6. 2014 (v milionech K¢)

Penézni toky z provozni ¢innosti

Zisk pfed zdanénim

QOdpisy dlouhodobych aktiv véetné nehmotného majetku

Cisté urokové naklady
Zisk z prodeje pozemku, budov a zafizeni
Zmeéna stavu opravnych polozek a rezerv

Ostatni nepenézni Upravy - Cisté

Penézni toky z provozni ¢innosti pifed zménami pracovniho kapitalu

Zména stavu:

Obchodnich a ostatnich finan¢nich pohledavek a ostatnich nefinan¢nich aktiv

Obchodnich a ostatnich financ¢nich zavazku a Nefinanénich zavazku

Zasob

Penézni toky z provozni ¢innosti
Zaplacené uroky

Zaplacena dan z pfijm0

Cisté penézni toky z provozni &innosti
Penézni toky z investiéni ¢innosti

Vydaje na pofizeni pozemku, budov a zafizeni
Prijmy z prodeje pozemk, budov a zarizeni
Vydaje na porizeni nehmotnych aktiv

Prijaté uroky

Cisté penézni toky z investiéni &innosti
Penézni toky z financovani

Zaplacené dividendy

Cisty penézni tok z financovani

Cisté snizeni penéznich prostiedku

Stav penéznich prostiedki a penéznich ekvivalent na zacatku pololeti

Dopad zmény sménnych kurzti na zlstatky penéznich prostredki a penéznich

ekvivalentl drzenych v cizich ménach

Stav penéznich prostiedkd a penéznich ekvivalenti na konci pololeti

Bod

10

10

Priloha tvori nedilnou soucast této zkracené mezitimni konsolidované ucetni zaverky

1 6 Philip Morris CR a.s.

30.6.2014 30.6.2013
1294 1066
218 225

4 0

-4 -1

-2 2

-1 -14
1499 1278
5499 4311
-11 134 -5 227
239 266
-3 897 628
-4 0
-301 -314
-4 202 314
-344 -268
11 2

-7 -3

0 1

-340 -268
-2 416 -2472
2416 -2472
-6 958 -2 426
5218 5207
0 7
-1740 2788
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Condensed Interim Consolidated Financial Statements

Condensed Interim Consolidated Statement of Cash Flow
for the half-year ended June 30, 2014 (in CZK million)

Note June 30, 2014 June 30, 2013
Cash flow from operating activities
Profit before tax 1294 1066
Depreciation and amortisation expense, including intangibles 13 218 225
Net interest expense 4 -
Gain on disposal of PP&E (4) (1)
Change in provisions 2) 2
Other non-cash loss / (gain), net (11) (14)
Operating cash flows before working capital changes 1499 1278
Changes in:
Trade and other financial receivables and Other non-financial assets 5499 4 311
Trade and other financial liabilities and Non-financial liabilities (11 134) (5227)
Inventories 239 266
Cash generated from operations (3897) 628
Interest paid (4) -
Income tax paid (301) (314)
Net cash generated from operating activities (4 202) 314
Cash flow from investing activities
Purchase of PP&E 7 (344) (268)
Proceeds from sale of PP&E " 2
Purchase of intangible assets (7) 3)
Interest received - 1
Net cash used by investing activities (340) (268)
Cash flow from financing activities
Dividends paid 14 (2 416) (2472)
Net cash used by financing activities (2 416) (2472)
Net decrease in cash and cash equivalents (6 958) (2 426)
Cash and cash equivalents as at the beginning of the period 10 5218 5207
Effects of exchange rate changes on the balance of cash and cash equivalents
held in foreign currencies - 7
Cash and cash equivalents as at the end of the period 10 (1 740) 2788

The accompanying notes form an integral part of the condensed interim consolidated financial statements
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Zkracena mezitimni konsolidovana Gcetni zavérka
Condensed Interim Consolidated Financial Statements

Priloha ke zkracené mezitimni konsolidované ucetni zavérce

za pololeti konéici 30. 6. 2014

1. ZAKLADNI INFORMACE

Philip Morris CR a.s. (,Spoleénost*) a jeji dcefina spoleénost Philip Morris
Slovakia s.r.o. (,Dcefina spolec¢nost*), (dale souhrnné jen ,Skupina”),

se zabyvaji zejména vyrobou, prodejem, distribuci a marketingem
tabakovych vyrobkl. Spole¢nost viastni 99% podil Philip Morris

Slovakia s.r.o.

Philip Morris CR a.s. je akciova spole¢nost registrovana v Ceské
republice. Do obchodniho rejstfiku byla Spole¢nost zapsana 28. 3. 1991
a jeji registrované sidlo je v Kutné Hore, Vitézna 1, Ceska republika.
Vedeni Spolec¢nosti sidli v Praze a vyrobni zavod se nachazi v Kutné Hore.

Philip Morris CR a.s. je spole¢nosti ve skupiné Philip Morris
International Inc. (,PMI®). K 30. 6. 2014 byla Philip Morris
International Inc. vrcholovou ovladajici spolec¢nosti Skupiny.

K 30. 6. 2014 byl jedinym subjektem vlastnicim vice nez 20% podil
na zakladnim kapitalu Skupiny Philip Morris Holland Holdings B.V.
(,,Materska spole¢nost®) vlastnici 77,6 % zakladniho kapitalu.

Akcie Spolec¢nosti jsou obchodovany na Burze cennych papirt Praha.

Tato zkracena mezitimni konsolidovana Ucéetni zavérka byla schvalena
predstavenstvem a dozorci radou ke zverejnéni dne 18. 8. 2014.

2. ZAKLADNi ZASADY SESTAVENi UCETNi
ZAVERKY

Tato zkracena mezitimni konsolidovana ucetni zaverka za pololeti koncici
30. 6. 2014 je zpracovana v souladu se standardem IAS 34 Mezitimni
ucetni vykaznictvi. Mezitimni zkracena konsolidovana ucetni zavérka musi
byt ¢tena ve spojeni s Ucetni zavérkou za rok koncici 31. 12. 2013, ktera
byla pfipravena v souladu s Mezinarodnimi standardy ucetniho vykaznictvi
ve znéni prijatém Evropskou unii (,IFRS").

3. VYZNAMNE UCETNi ZASADY

Pouzité ucetni zasady jsou konzistentni se zasadami uplatnénymi pri
sestaveni konsolidované tcetni zaverky za rok koncici 31. 12. 2013 tak,
jak je popsano v rocni Ucetni zavérce za rok koncici 31. 12. 2013.

V mezitimnim obdobi je dan z pfijmu Gétovana dohadné s pouzitim
danové sazby, ktera by byla pouzita na predpokladany celoroc¢ni vysledek
hospodareni.

18

Philip Morris CR a.s.

1. GENERAL INFORMATION

Philip Morris CR a.s. (“the Company”) and its subsidiary Philip Morris
Slovakia s.r.o. (“the Subsidiary”) (together “the Group”) produces, sells,
distributes and markets tobacco products. The Company has a 99%
interest in Philip Morris Slovakia s.r.o.

Philip Morris CR a.s. is a joint-stock company registered in the Czech
Republic and its main business is the production, marketing, distribution
and sale of tobacco products. The Company was incorporated on
March 28, 1991 and its registered address is Kutna Hora, Vitézna 1,
the Czech Republic. Its headquarters is in Prague and its manufacturing
facility is in Kutna Hora.

Philip Morris CR a.s. is an affiliate of Philip Morris International Inc.
(“PMI”). As at June 30, 2014, Philip Morris International Inc.
is the ultimate controlling party of the Group.

As at June 30, 2014, the only entity holding more than 20% of the
registered capital of the Group was Philip Morris Holland Holdings B.V.
(“the Parent company”), which held 77.6% of the registered capital.

The Company has its primary listing on the Prague Stock Exchange.

The Group’s condensed interim consolidated financial information was
authorised for issue by the Board of Directors and Supervisory Board on
August 18, 2014.

2. BASIS OF PREPARATION

This condensed interim consolidated financial information for the six
months ended June 30, 2014 has been prepared in accordance

with IAS 34, ‘Interim financial reporting’. The condensed interim
consolidated financial information should be read in conjunction

with the annual consolidated financial statements for the year ended
December 31, 2013, which have been prepared in accordance with
International Financial Reporting Standards as adopted by the European
Union (“IFRS”).

3. ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the annual
consolidated financial statements for the year ended December 31, 2013
as described in the annual consolidated financial statements for the year

ended December 31, 2013.

Taxes on income in the interim periods are accrued using the tax rate that
would be applicable to expected total annual profit or loss.

Pololetni zprava / Mid-year Report 2014



4. ODHADY

PFi pfipravé zkracené mezitimni ucetni zavérky vedeni Skupiny pracuje

s posudky, odhady a predpoklady, jez maiji vliv na aplikaci tc¢etnich
postupt a na vykazovanou vysi aktiv a pasiv, vynost a nakladu. Skutecné
vysledky se mohou od téchto odhad lisit.

Pri pripravé této zkracené mezitimni konsolidované ucetni zavérky byly
vyznamné usudky provedené vedenim za pouziti Ucetnich pravidel
Skupiny a klicové vstupy nejistot v odhadech stejné jako ty, které byly
pouzity pro konsolidovanou ucetni zaverku za rok konéici 31. 12. 2013,
s vyjimkou zmén v odhadech pozadovanych pro stanoveni rezervy na dan
Z pfijmu.

5. RiZENi FINANCNICH RIZIK

5.1 Faktory finanéniho rizika

Z ¢innosti Skupiny vyplyva rada finanénich rizik: trzni riziko, Uvérové
riziko a riziko likvidity. Zkracené mezitimni konsolidované finanéni vykazy
nezahrnuji vSechny finan¢ni informace o fizeni rizik a ostatni udaje
pozadované v rocni Ucetni zaveérce, a mély by byt posuzovany spolec¢né
s ro¢ni Ucetni zavérkou Skupiny k 31. 12. 2013. Od konce roku 2013
nedoslo k zadnym zménam v pravidlech a postupech fizeni téchto rizik.

5.2 Riziko likvidity

Ve srovnani s koncem roku 2013 nedoslo k podstatné zméné

ve smluvnich nediskontovanych penéznich tocich nebo ve finan¢nich
zavazcich.

6. INFORMACE O SEGMENTECH

Provoznim segmentem je slozka podniku, ktera generuje vynosy a které
vznikaji naklady a jejiz finanéni vysledky jsou pravidelné vyhodnocovany
subjektem s rozhodovaci pravomoci za uc¢elem alokace zdroju

a posouzeni vykonnosti. Jako subjekt s rozhodovaci pravomoci byl
identifikovan management tym Skupiny.

Management tym Skupiny sleduje vykonnost Skupiny na zakladé
geografickyoh oblasti pokrytych ¢innosti Skupiny. Segmenty Skupiny jsou
Ceska republika, Slovenska republika a Ostatni zemé.

Management tym Skupiny analyzuje provozni zisk za u¢elem posouzeni
vykonnosti segmentu a alokace zdroju. Provozni zisk pro ucely vykazovani
segmentl nezahrnuje naklady alokované materskou spolec¢nosti, kurzove
rozdily a ostatni nealokovatelné naklady a vynosy. Urokovy vynos,

urokovy naklad a rezerva na dan z prijm0 jsou fizené centralné, tudiz tyto
polozky nejsou vykazovany podle segmentt, protoze nejsou pravidelné
poskytovany podle segmentti management tymu Skupiny.

Informace o celkovych aktivech po segmentech nejsou uvedeny, jelikoz

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

Philip Morris CR a.s.

Zkracena mezitimni konsolidovana Ucetni zavérka
Condensed Interim Consolidated Financial Statements

4. ESTIMATES

The preparation of condensed interim financial statements requires
management to make judgments, estimates and assumptions that affect
the application of accounting policies and the reported amounts of assets
and liabilities, income and expense. Actual results may differ from these
estimates.

In preparing these condensed interim consolidated financial statements,
the significant judgments made by management in applying the Group’s
accounting policies and the key sources of estimation uncertainty were
the same as those that applied to the consolidated financial statements
for the year ended December 31, 2013, with the exception of changes in
estimates that are required in determining the provision for income taxes.

5 FINANCIAL RISK MANAGEMENT

5.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk,
credit risk and liquidity risk. The condensed interim consolidated financial
statements do not include all financial risk management information

and disclosures required in the annual financial statements, and should
be read in conjunction with the Group’s annual financial statements

as at December 31, 2013. There have been no changes in the risk
management processes since year end or in any risk management
policies.

5.2 Liquidity risk
Compared to year end 2013, there was no material change in the
contractual undiscounted cash out flows or financial liabilities.

6. SEGMENT REPORTING

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

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

The Group’s management team reviews profit from operations to evaluate
segment performance and allocates resources. Profit from operations
for the segments reporting excludes corporate expenses and other
non-allocated income/expenses. Interest income, interest expense and
provision for income taxes are centrally managed and accordingly such
items are not presented by segment since they are not regularly provided
by segment to the Group’s management team.

Information about total assets by segment is not disclosed because such
information is not reported to or used by the Group’s management team.
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Zkracena mezitimni konsolidovana Gcetni zavérka
Condensed Interim Consolidated Financial Statements

Vysledky segment( za pololeti koncici 30. 6. 2014 maji tuto strukturu:

Ceska Slovenska Ostatni

(v milionech K¢) republika  republika zemé Celkem
Pololeti koncici

30.6.2014

Hrubé trzby 3415 1183 2693 7 291
Mezi-segmentové trzby -903 0 0 -903
Externi trzby 2524 1183 2693 6 400
Manazersky hruby zisk 1577 789 619 2985
Manazersky provozni zisk 855 443 181 1479

Vysledky segment( za pololeti koncici 30. 6. 2013 maji tuto strukturu:

Ceska Slovenska Ostatni

(v milionech K¢) republika  republika zemé Celkem
Pololeti koné&ici

30.6.2013

Hrubé trzby 3065 1046 2573 6 684
Mezi-segmentoveé trzby -664 0 0 -664
Externi trzby 2409 1046 2573 6 028
Manazersky hruby zisk 1529 685 515 2729
Manazersky provozni zisk 812 368 58 1238

Odsouhlaseni manazerského hrubého zisku na celkovy hruby zisk je
nasledujici:

(v milionech K¢) 30.6.2014 30.6.2013
Manazersky hruby zisk 2985 2729
Licenéni poplatky -275 -219
Fixni vyrobni naklady -480 -511
Hruby zisk 2230 1999

Licencni poplatky a fixni vyrobni naklady jsou pro ucely analyzy
management tymem Skupiny vyjmuty z manazerského hrubého zisku
a jsou obsazeny v manazerském provoznim zisku.

Odsouhlaseni manazerského provozniho zisku na celkovy zisk pred
zdanénim je nasleduijici:

(v milionech K¢) 30.6.2014 30. 6.2013
Manazersky provozni zisk 1479 1238
Naklady alokované materskou spolecnosti -173 -183
Ostatni vynosy (+) / naklady (-), Cisté -8 11
Urokové naklady -4 0
Zisk pred zdanénim 1294 1066
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The segment results for the half-year ended June 30, 2014 are as follows:

Czech Slovak Other
(in CZK million) Republic Republic  countries Total
Half-year ended
June 30 2014
Total gross segment
revenues 3415 1183 2693 7291
Inter-segment revenues (903) - - (903)
External revenues 2524 1183 2693 6 400
Management gross profit 1577 789 619 2985
Management profit from
operations 855 443 181 1479

The segment results for the half-year ended June 30, 2013 are as follows:

Czech Slovak Other
(in CZK million) Republic Republic  countries Total
Half-year ended
June 30, 2013
Total gross segment
revenues 3065 1046 2573 6 684
Inter-segment revenues (664) - - (664)
External revenues 2409 1046 2573 6028
Management gross profit 1529 685 515 2729
Management profit from
operations 812 368 58 1238

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

(in CZK million) June 30,2014  June 30, 2013
Management gross profit 2985 2729
Royalties (275) (219)
Fixed manufacturing expenses (480) (511)
Gross profit 2230 1999

Royalties and fixed manufacturing expenses are for the purpose of
Group’s management team review excluded from management gross
profit, but these amounts are deducted when determining management
profit from operations.

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

(in CZK million) June 30,2014  June 30, 2013
Management profit from operations 1479 1238
Corporate expenses (173) (183)
Other operating income / (expense), net (8) 11
Interest expense (4) -
Profit before tax 1294 1066
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Odpisy a amortizace zahrnuty v manazerském provoznim zisku lze rozdélit
do jednotlivych segmentt nasledovné:

Ceska Slovenska Ostatni
(v milionech K¢) republika  republika zemé Celkem
2014 65 33 120 218
2013 65 35 125 225

Trzby vznikaji z prodeje tabakovych vyrobk (vlastni vyrobky nebo zbozi)
a sluzeb. Analyza trzeb je nasleduijici:

(v milionech K¢) 30.6.2014 30. 6.2013
Prodej vyrobku a zbozi 6 388 6 020
Prodej sluzeb 12 8
Celkem 6 400 6 028

Trzby od zakaznik( nebo skupin zakaznik( pod spole¢nou kontrolou
prevysujici 10% celkovych trzeb Skupiny: trzby ve vysi 943 milion K¢
(2013: 733 miliond K¢&) z prodeje jednomu zakaznikovi segmentu Ceska
republika a trzby ve vysi 2 374 miliont K¢ (2013: 2 457 milion K&)

z prodeje spolec¢nostem ve skupiné PMI v segmentu Ostatni zemé.

Hodnota dlouhodobych aktiv jinych nez odloZzena danova

pohledavka umisténych v Ceské republice je 3 260 milionti K&

(k 31. 12. 2013: 2 960 milion K¢) a hodnota téchto aktiv umisténych

ve Slovenské republice je 33 miliont K¢ (k 31. 12. 2013: 36 milion( K¢).

Philip Morris CR a.s.

Zkracena mezitimni konsolidovana Ucetni zavérka
Condensed Interim Consolidated Financial Statements

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

Czech Slovak Other
(in CZK million) Republic Republic  countries Total
2014 65 33 120 218
2013 65 35 125 225

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

(in CZK million) June 30,2014  June 30,2013
Sales of finished goods and merchandise 6 388 6 020
Sales of services 12 8
Total 6 400 6 028

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

CZK 943 million (2013: CZK 733 million) derived from one customer is
included in segment Czech Republic and revenue of CZK 2 374 million
(2013: CZK 2 457 million) derived from the PMI group of companies is
included in segment Other countries.

The total of the Group’s non-current assets, other than deferred

tax assets, located in the Czech Republic is CZK 3 260 million

(at December 31, 2013: CZK 2 960 million) and the total of these
assets located in Slovak Republic is CZK 33 million (at December 31,
2013: CZK 36 million).
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7. POZEMKY, BUDOVY A ZARIZENi

Pohyby v oblasti pozemkd, budov a zafizeni jsou nasleduijici:

Dopravni
Pozemky, prostredky, Porizeni aktiv
budovy stroje Inventai  a poskytnuté
(v milionech K¢) a stavby azarizeni  avybaveni zalohy Celkem
K1.1.2013
Pofizovaci cena 1828 4796 78 393 7 095
Opravky a snizeni
hodnoty -1226 -2 905 -67 0 -4 198
Zustatkova
hodnota 602 1891 11 393 2 897
Pololeti koncici
30.6.2013
Pocatecni
zUstatkova
hodnota 602 1891 11 393 2897
PrirGstky 13 195 2 58 268
Odpisy -34 -169 -1 0 -204
Koneéna
zustatkova
hodnota 581 1917 12 451 2961
K 30. 6.2013
Porizovaci cena 1840 4978 79 451 7 348
Opravky a snizeni
hodnoty -1259 -3 061 -67 0 -4387
Zustatkova
hodnota 581 1917 12 451 2 961
K1.1.2014
Porizovaci cena 1845 5 159 62 611 7677
Opravky a snizeni
hodnoty -1288 -3 188 -54 0 -4 530
Zstatkova
hodnota 557 1971 8 611 3147
Pololeti koncici
30.6.2014
Pocatecni
zUstatkova
hodnota 557 1971 8 611 3147
PrirGstky 62 456 1 -175 344
Vyrazeni
v zlstatkové
hodnoté 0 -7 0 0 -7
Odpisy -35 =177 -1 0 -213
Koneéna
zustatkova
hodnota 584 2243 8 436 3271
K 30.6.2014
Porizovaci cena 1904 5489 63 436 7 892
Opravky a snizeni
hodnoty -1 320 -3 246 -55 0 -4 621
Zustatkova
hodnota 584 2243 8 436 3271

Najemné v hodnoté 62 miliont K¢ (2013: 60 miliond K&) za pronajem
sklad(, kancelarskych prostor a vypocetni techniky je zahrnuto do vykazu
zisku a ztraty.

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

2 2 Philip Morris CR a.s.

7. PROPERTY, PLANT AND EQUIPMENT

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

(in CZK million)

As at January 1,
2013
Cost

Accumulated
depreciation and
impairment

Net carrying
amount

Six months ended
June 30, 2013

Opening net
carrying amount

Additions cost

Depreciation
charge

Closing net
carrying amount

As at June 30,
2013

Cost

Accumulated
depreciation and
impairment

Net carrying
amount

As at January 1,
2014

Cost

Accumulated
depreciation and
impairment

Net carrying
amount

Six months ended
June 30, 2014

Opening net
carrying amount

Additions cost

Disposal net
carrying amount

Depreciation
charge

Closing net book
amount

As at June 30,
2014

Cost

Accumulated
depreciation and
impairment

Net carrying
amount

Property,
Buildings
& Con-
structions

1828

(1226)

602

602

(34)

581

1840

(1 259)

581

1845

(1288)

557

557
62

(35)

584

1904

(1 320)

584

Vehicles &
Machinery
Equipment

4796

(2 905)

1891

1891
195

(169)

1917

4978

(3061)

1917

5159

(3 188)

1971

1971
456

)

(177)

2243

5489

(3 246)

2243

Furniture
& Fixtures

78

(67)

11

11

(1)

12

79

(67)

12

62

(54)

(1)

63

(55)

8

Construc-
tions in
progress &
Advances
Paid

393

393

393
58

451

451

451

611

611

611
(175)

436

436

436

Total

7 095

(4 198)

2 897

2897
268

(204)

2961

7 348

(4 387)

2961

7677

(4 530)

3147

3147
344

(7)

(213)

3271

7 892

(4 621)

3271

Lease rentals amounting to CZK 62 million (2013: CZK 60 million)
relating to the lease of warehousing, office space and IT equipment are
included in profit or loss.

All investments in property, plant & equipment were financed by the
Group’s own resources.
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8.  ZASOBY
(v milionech K¢) 30.6.2014 31.12.2013
Material 965 720
Nedokonc¢ena vyroba 238 215
Vyrobky 373 554
Zbozi 305 631
Celkem 1881 2120

Porizovaci naklady na zasoby, bez spotrebni dané a vyrobni rezie,
vykazané ve vykazu uplného vysledku jako naklad a zahrnuté

v polozce Naklady na prodané vyrobky a zbozi, ¢inily 3 369 miliond K&
(2013: 3 240 miliont K¢&).

9. OBCHODNI A OSTATNi FINANCNi POHLEDAVKY

A OSTATNi NEFINANCNi AKTIVA

(v milionech K¢&) 30.6.2014 31.12.2013

Obchodni a ostatni finanéni pohledavky

Treti strany 1308 1070

Ostatni spriznéné strany 574 444

Celkem 1882 1514

Ostatni nefinanéni aktiva

Ostatni aktiva - spotrebni dan 4029 9 882

Placené zalohy 39 53

Celkem 4 068 9 935
10. PENEZNi PROSTREDKY A PENEZNi

EKVIVALENTY

(v milionech K¢) 30. 6.2014 31.12.2013

Uéty v bance 97 86

Kratkodobé pijcky spfiznéné strané

splatné na pozadani 209 1133

Kratkodobé puijcky spfiznéné strané 0 4 000

Celkem 306 5219

Kratkodobé pujcky splatné na pozadani poskytnuté spriznénym
stranam predstavuji iro¢ené kratkodobé pujcky. Analyza kratkodobych
pohledavek za spfiznénymi stranami je uvedena v bodé 15.

Philip Morris CR a.s.
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8. INVENTORIES

(in CZK million) June 30,2014 December 31,2013
Materials 965 720
Work-in-progress 238 215
Finished goods 373 554
Merchandise 305 631
Total 1881 2120

The cost of inventories, excluding excise tax and allocated overheads,
recognised as expense and included in costs of goods sold amounted to
CZK 3 369 million (2013: CZK 3 240 million).

9. TRADE AND OTHER FINANCIAL RECEIVABLES
AND OTHER NON-FINANCIAL ASSETS

(in CZK million) June 30,2014 December 31,2013
Trade and other financial

receivables

Third parties 1308 1070
Other related parties 574 444
Total 1882 1514
Other non-financial assets

Other assets - excise tax 4029 9882
Prepayments 39 53
Total 4 068 9 935

10. CASH AND CASH EQUIVALENTS

(in CZK million) June 30,2014 December 31,2013

Cash at banks 97 86
On-demand deposits with

related parties 209 1133
Short-term loan with related

parties - 4 000
Total 306 5219

On-demand deposits and short-term loans with related parties are
considered interest-bearing loans. Analysis of receivables from related
parties are disclosed in Note 15.
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Penézni prostredky, penézni ekvivalenty, kratkodobé pujcky

od spriznénych stran splatné na pozadani a debetni zlstatky
na bankovnich Ucétech pro ucely sestaveni vykazu penéznich toku jsou

nasledujici:

(v milionech K¢)
Penézni
prostredky

a penézni

ekvivalenty 306

Debetni zlistatky
na bankovnich
uctech 0

Kratkodobé
pujcky

od spriznénych
stran splatné
na pozadani -2 046
Penézni

prostredky

a penézni

ekvivalenty

celkem -1740

30.6.2014 31.12.2013

30.6.2013

5219 2788
-1 0

0 0
5218 2788

31.12.2012

5208

5207

11.  OBCHODNI A OSTATNI FINANCNIi ZAVAZKY
A OSTATNI NEFINANCNI ZAVAZKY

(v milionech K¢&)

Obchodni a ostatni finan¢ni zavazky

Treti strany

Ostatni spriznéné strany
Dohadné ucty pasivni
Nevyplacené dividendy
Celkem

Ostatni nefinanéni zavazky
Zavazky vaci zaméstnanciim

Zavazky ze socialniho zabezpeceni
a zdravotniho pojisteni

Prijaté zalohy
Vynosy pristich obdobi
Ostatni zavazky

Celkem

30.6.2014

250
531
450
12
1243

109

47
26
31
12
225

12. OSTATNi DANOVE ZAVAZKY

(v milionech K¢)

Dan z pridané hodnoty
Spotrebni dan

Ostatni dané

Celkem
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30.6.2014
600

609

17

1226

31.12.2013

214
781
456

1460

118

49
22
34

231

31.12.2013
505

11 613

19

12 137

Cash, cash equivalents, on-demand borrowings from related parties and
bank overdrafts for the purposes of the consolidated cash flow statement

include the following:

June 30, December 31, June 30, December 31,
(in CZK million) 2014 2013 2013 2012
Cash and cash
equivalents 306 5219 2788 5208
Bank overdrafts - (1) = (1)
On-demand
borrowings from
related parties (2 046) - - -
Total cash and
cash equivalents (1 740) 5218 2788 5207

11. TRADE AND OTHER FINANCIAL LIABILITIES
AND OTHER NON-FINANCIAL LIABILITIES
(in CZK million) June 30,2014 December 31,2013
Trade and other financial
liabilities
Third parties 250 214
Other related parties 531 781
Accrued expenses 450 456
Dividends payable 12 9
Total 1243 1460
Other non-financial liabilities
Amounts due to employees 109 118
Social security and health
insurance 47 49
Advances received 26 22
Deferred revenues 31 34
Other 12 8
Total 225 231
12. OTHER TAX LIABILITIES
(in CZK million) June 30,2014 December 31,2013
VAT 600 505
Excise tax 609 11 613
Other taxes 17 19
Total 1226 12 137
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13. DRUHOVE CLENENi NAKLADU - DOPLNUJICI

INFORMACE
(v milionech K¢) 30.6.2014 30.6.2013
Zména stavu zasob hotovych vyrobku
a nedokoncené vyroby 169 -355
Aktivace -1 -2
Spotreba materialu, energie a prodané
zbozi 3154 3579
Sluzby 945 920
Naklady na zaméstnance
a zaméstnanecké pozitky 541 540
Odpisy a amortizace 218 225
Ostatni 68 66
Naklady na prodané vyrobky a zbozi,
odbytové, administrativni naklady 5094 4973

14. ROZDELENI ZISKU

Valna hromada akcionai Spole¢nosti schvalila v dubnu 2014 vyplatu
dividend ve vysi 2 251 milion K& (820 K¢ na akcii). Dale valna hromada
akcionart Spolec¢nosti schvalila v dubnu 2014 zruseni rezervniho fondu
spolecnosti a jeho vyporadani, pficemz 165 miliont K¢ (60 K¢ na akcii)
bylo vyplaceno akcionarim Spolec¢nosti spolu s dividendou

a 384 milionl K¢ bylo prevedeno na tcet nerozdéleného zisku.

Spolecnost tak v roce 2014 vyplatila akcionartiim c¢astku v celkové vysi

2 416 miliont K¢ (880 K¢ na akcii). Valna hromada akcionart Spolec¢nosti
schvalila v dubnu 2013 vyplatu dividend ve vysi 2 471 milion( K&

(900 K¢ na akcii).

Valna hromada akcionar( Dceriné spolec¢nosti schvalila v cervnu 2014
vyplatu dividend ve vysi 67 miliont K¢ (2013: 71 miliont K¢), z ¢ehoz
0,7 miliont K¢ pripada na mensinového vlastnika Dceriné spolecnosti.
15. TRANSAKCE SE SPRIZNENYMI STRANAMI
Spfiznénymi stranami se rozumi materska spole¢nost a ostatni
spolec¢nosti skupiny PMI (,,Ostatni spfiznéné strany”), ¢lenové

predstavenstva, ¢lenové dozorci rady a osoby blizké témto ¢lendm.

Mezi spfiznénymi stranami byly uskuteénény nasledujici transakce:

(v milionech K¢) 30.6.2014 30.6.2013
Prodej vyrobki a zbozi

Ostatni spriznéné strany 2694 2573
Prodej pozemkd, budov, zafizeni
a materialu

Ostatni spriznéné strany 19 67
Prodej sluzeb

Ostatni spriznéné strany 13 8
Prefakturace

Ostatni spriznéné strany 18 3
Vynosové uroky

Ostatni spriznéné strany 0 1
Celkem 2744 2 652

Philip Morris CR a.s.

Zkracena mezitimni konsolidovana Ucetni zavérka
Condensed Interim Consolidated Financial Statements

13. EXPENSES BY NATURE - ADDITIONAL

INFORMATION
(in CZK million) June 30, 2014 June 30, 2013
Changes in inventories of FG
and WIP 169 (355)
Own work capitalized (1) (2)
Raw materials, consumables
used and merchandise sold 3154 3579
Services 945 920
Employee benefits expense 541 540
Depreciation and amortisation 218 225
Other 68 66
Costs of goods sold,
distribution and
administrative expenses 5094 4973

14. PROFIT DISTRIBUTION

The dividends approved by the Annual General Meeting in April 2014
were CZK 2 251 million (CZK 820 per share). In addition, the Annual
General Meeting approved in April 2014 the cancellation of the
Company's reserve fund and its distribution while CZK 165 million

(CZK 60 per share) has been paid to Company's shareholders together
with dividends and CZK 384 million has been transferred to the retained
earnings from prior years.

Thus the Company paid to its shareholders in 2014 the total amount
of CZK 2 416 million (CZK 880 per share). The dividends approved
by the Annual General Meeting in April 2013 were CZK 2 471 million
(CZK 900 per share).

The Annual General Meeting of the Subsidiary approved the dividends
of CZK 67 million in June 2014 (2013: CZK 71 million) of which
CZK 0.7 million was attributed to the minority owner of the Subsidiary.

15. RELATED PARTY TRANSACTIONS

The Group considers Parent company and other companies of the

PMI group of companies (“Other related parties”), members of its Board
of Directors, Supervisory Board and parties close to such members of
management to be related parties.

The following transactions were carried out with related parties:

(in CZK million) June 30,2014  June 30, 2013

Sales of goods and merchandise

Other related parties 2 694 2573
Sales of PP&E and materials

Other related parties 19 67
Sales of services

Other related parties 13 8
Recharges

Other related parties 18 3
Interest income

Other related parties - 1
Total 2744 2 652
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(v milionech K¢) 30. 6.2014 30. 6.2013
Nakup zbozi a materialu

Ostatni spriznéné strany 1747 1585
Nékup dlouhodobého hmotného
a nehmotného majetku

Ostatni spriznéné strany 78 0
Nakup sluzeb

Ostatni spriznéné strany 285 292
Licenéni poplatky placené

Ostatni spriznéné strany 275 219
Néakladové uroky

Ostatni spfiznéné strany 4 0
Celkem 2 389 2 096

Dividendy vyplacené spolecnosti Philip Morris Holland Holdings B.V.
v roce 2014 Ginily 1 747 miliont K¢ a podil na vyporadani rezervniho
fondu vyplaceny spolec¢nosti Philip Morris Holland Holdings B.V.

v roce 2014 ¢inil 128 miliond K¢.

Spolecnost tak v roce 2014 vyplatila spoleénosti Philip Morris Holland
Holdings B.V. ¢astku v celkové vysi 1 875 miliont K¢. Dividendy
vyplacené spolecnosti Philip Morris Holland Holdings B.V. v roce 2013
Cinily 1 917 miliona K¢.

Kromé vyplacenych dividend a podilu na vyporadani rezervniho fondu,
Skupina neméla v pribeéhu predchozich dvou let zadné jiné transakce
s Matefskou spole¢nosti.

(v milionech K¢) 30. 6.2014 31.12.2013
Pohledavky za spriznénymi stranami

Ostatni spriznéné strany 574 444
Zavazky vaci spriznénym stranam

Ostatni spriznéné strany 531 781
Pljcky poskytnuté

Ostatni spriznéné strany 209 5133
Pujcky prijaté

Ostatni spriznéné strany 2046 0

K 30. 6. 2014 Skupina ¢erpala Uroc¢ené kratkodobé pujcky splatné

na pozadani (cash pool) ve vysi 2 046 miliont K¢ od spole¢nost

Philip Morris Finance S.A. a zaroven poskytovala uro¢ené kratkodobé
pujcky splatné na pozadani (cash pool) ve vysi 209 miliont K¢ spole¢nost
Philip Morris Finance S.A. K 31. 12. 2013 Skupina poskytovala

urocené kratkodobé puijcky splatné na pozadani (cash pool) ve vysi

1 133 milioni K& poskytnuté spolec¢nosti Philip Morris Finance S.A.

a dale uroc¢enou kratkodobou pujcku ve vysi 4 000 milion K¢
poskytnutou spoleénosti Philip Morris International Inc.

Bézna vyse Urokové sazby z prijatych kratkodobych pujcek splatnych

na pozadani (cash pool) je stanovena jako noéni PRIMEAN + 0,25 %,

tj. PRIMEAN ((no¢ni PRIBOR + no¢ni PRIBID)/2) plus marze odpovidajici
trznim podminkam u pujéek s obdobnou délkou vkladu a likviditou. Bézna
vySe urokové sazby z poskytnutych kratkodobych pljcek splatnych

na pozadani (cash pool) je stanovena jako no¢ni PRIMEAN - 0,25 %.
Bézna vysSe Urokové sazby z poskytnuté kratkodobé pujcky je stanovena
jako tydenni PRIBOR minus marze odpovidajici trznim podminkam

u pljcek s obdobnou délkou vkladu a likviditou.
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(in CZK million) June 30,2014  June 30, 2013
Purchases of merchandise and materials

Other related parties 1747 1585
Purchases of PP&E and intangible assets

Other related parties 78 -
Purchases of services

Other related parties 285 292
Royalties paid

Other related parties 275 219
Interest expense

Other related parties 4 -
Total 2389 2 096

Dividends paid to Philip Morris Holland Holdings B.V. in 2014 amounted
to CZK 1 747 million and Company’s reserve fund distribution share
paid to Philip Morris Holland Holdings B.V. in 2014 amounted to

CZK 128 million.

In 2014 Company paid to Philip Morris Holland Holdings B.V. the total
amount of CZK 1 875 million. The dividends paid to Philip Morris Holland
Holdings B.V. in 2013 amounted to CZK 1 917 million.

Except for dividends and Company’s reserve fund distribution share there
were no other transactions with the Parent company during the last two
years.

(in CZK million) June 30,2014 December 31,2013
Receivables from related parties

Other related parties 574 444
Payables to related parties

Other related parties 531 781
Loans and deposits

Other related parties 209 5133
Borrowings

Other related parties 2 046 -
At June 30, 2014, the Group drew interest-bearing on-demand
borrowings (cash pool) of CZK 2 046 million from Philip Morris

Finance S.A. and simultaneously provided interest-bearing on-demand
deposits (cash pool) of CZK 209 million to Philip Morris Finance S.A.

At December 31, 2013, the Group provided interest-bearing on-demand
deposits (cash pool) of CZK 1 133 million to Philip Morris Finance S.A.
and interest-bearing short-term loan of CZK 4 000 million to Philip Morris
International Inc.

The interest rate for drawn on-demand borrowings (cash pool) is
calculated as overnight PRIMEAN + 0.25%, i.e. PRIMEAN ((overnight
PRIBOR + overnight PRIBID)/2) plus a margin applicable in accordance
with market practice for deposits with similar duration and liquidity. The
interest rate for provided on-demand deposits (cash pool) is calculated
as overnight PRIMEAN - 0.25%. The interest rate for provided short-term
loan is calculated as week PRIBOR minus a margin applicable in
accordance with market practice for deposits with similar duration and
liquidity.
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Skutecna vyse Urokové sazby zavisi na aktualni situaci na penéznim

trhu a druhu pljcky. Primérna vyse efektivni Urokové sazby z prijatych
kratkodobych puijcek (cash pool) za pololeti koncici 30. 6. 2014 byla
0,289% p.a. v Ceské republice. Primérna vyse efektivni trokové sazby
z poskytnutych kratkodobych puijcek za pololeti koncici 30. 6. 2014 byla
0,071% p.a. ve Slovenské republice. Primérna vyse efektivni urokove
sazby z poskytnutych kratkodobych pujéek (cash pool) za rok 2013 byla
0,053% p.a. v Ceské republice a 0,051 % p.a. ve Slovenskeé republice.

Odmeény klicovych ¢lenli vedeni zahrnuji odmény ¢lent predstavenstva
za vykon funkce dle smlouvy o vykonu funkce ¢lena predstavenstva.

Odmeény ¢len vedeni, ktefi jsou zaméstnanci Spole¢nosti nebo
spolec¢nosti skupiny PMI, se skladaji z odmény za vykon funkce ¢lena
predstavenstva, roc¢niho platu, bonusu podle individualniho vykonu,
uhradami akciemi a ostatnich nepenézitych prijma jako jsou pouzivani
firemniho automobilu, prispévky na zavodni stravovani a prispévky

na penzijni pfipojisténi, Zivotni a Urazové pojisténi a pozitky spojené

s ukoncenim pracovniho poméru jak je uvedeno nize. Soucasti
nepenéznich prijma ¢lend predstavenstva, ktefi jsou zaméstnanci
spolecnosti Philip Morris Services S.A. nebo jiné spolecnosti skupiny
PMI, je navic Uhrada najemného a skolného.

Pozitky spojené s ukonéenim pracovniho poméru zaméstnanct
Spolecnosti, kterym byla dana vypovéd z organizacnich nebo zdravotnich
dlvodu podle § 52 pism. a) az e) Zakoniku prace nebo s kterymi byl
rozvazan pracovni pomér dohodou z tychz divodu, zahmuji odstupné dle
Redukéniho programu, jenz je specifikovan v Kolektivni smlouvé. Pozitky
spojené s ukonéenim pracovniho pomeéru zameéstnancu spoleénosti
skupiny PMI jsou vyplaceny v souladu s pracovni smlouvou uzavienou

s domovskym zameéstnavatelem a zavaznymi PMI pravidly a postupy pro
mezinarodni pracovni pobyt.

(v milionech K¢) 30.6.2014 30.6.2013
Mzdy a ostatni kratkodobé pozitky 22 30
Penzijni naklady - plany definovanych

prispévka 1 1
Uhrady vazané na akcie 12

Nepenézni prijmy 4

Celkem 39 44

V roce 2014 a 2013 nebyly vykazany zadné pozitky spojené s ukoncenim
pracovniho poméru.

Funkéni obdobi ¢lentl predstavenstva zvolenych na valné hromadé
akcionart Spolecnosti v roce 2014 je jeden rok.

Clenové predstavenstva nevlastnili v roce 2014 a 2013 zadné akcie.

Smluvnimi a jinymi budoucimi zavazky vyplyvajicimi z transakci se
spriznénymi stranami, které nejsou vykazany v samostatnych ucetnich
vykazech, se rozumi zavazky k budouci sméné zdroju dle zavaznych
smluv.

K 30. 6. 2014 Skupina neméla vyznamné smluvni ani jiné budouci
zavazky vyplyvajici z transakci se spriznénymi stranami, kromé
budoucich zavazku z titulu nakupu sluzeb v souhrnné odhadované
hodnoté 137 milion K¢ (hodnota budoucich zavazka k 31. 12. 2013:
141 miliond K¢).

Philip Morris CR a.s.
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The actual interest rates reflect the current money market and the nature
of the loan. The average effective interest rate of drawn on-demand
borrowings (cash pool) for the half-year ended June 30, 2014 was
0.289% p.a. in the Czech Republic. The average effective interest rate of
provided on-demand deposits and short-term loan for the half-year ended
June 30, 2014 was 0.071% in the Slovak Republic. The average effective
interest rate of provided on-demand deposits and short-term loan in 2013
was 0.053% p.a. in the Czech Republic and 0.051% p.a. in the Slovak
Republic.

Key management compensation includes the remuneration of members
of the Board of Directors for the performance of the office according to
the agreements on performance of the office of a member of the Board
of Directors.

The compensation of the members of the management who are
employees of the Company or an entity within the PMI group comprises
the remuneration for the performance of the office of a member of

the Board of Directors as mentioned above, an annual base salary,
bonuses based on individual performance, share-based payments and
other income in-kind such as cars for use, lunch allowances, pension
contributions, life and accident insurance and termination benefits

as described below. In addition to this, the members of the Board of
Directors who are employees of Philip Morris Services S.A. or other PMI
entities also have other income in-kind such as the payment of rent and
school fees.

Termination benefits of employees of the Company, whose employment
agreement was terminated by notice on the basis of the reason pursuant
to §52, letters a) to e) of the Labour Code or by an agreement on the
same grounds, include an increased severance pay in accordance

with the Employment Redundancy Program specified in the Collective
Labour Agreement. Termination benefits of employees of an entity within
the PMI Group are paid according to the employment agreement with
their respective employer and the provisions of the PMI International
Assignment principles and practices.

(in CZK million) June 30,2014  June 30, 2013
Salaries and other short-term employee

benefits 22 30
Pension costs - defined contribution plans 1 1
Share-based payments 12 9
Income in-kind 4

Total 39 44

There was no termination benefit recognised in 2014 and 2013.

The term of office for Board of Directors members elected at the Annual
General Meeting in 2014 is one year.

Members of the Board of Directors owned no shares in 2014 and 2013.

Commitments in respect of related parties that are not recorded in
the consolidated financial statements are considered as obligations to
exchange resources in the future under binding agreements.

As at June 30, 2014, the Group had no material commitments in respect
of related parties except for the future obligation to services purchase

in the total estimated value of CZK 137 million (commitment value as at
December 31, 2013: CZK 141 million).
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Skupina v minulosti uzavrela nékolik zavaznych smluv o nakupu sluzeb,
u kterych jesté nebylo vyporadano povinné pinéni. Tyto smlouvy maji
vétsinou dvou az Sesti mésicni vypovédni Ihitu. Celkova odhadovana
hodnota vyporadani sluzeb dle téchto zavaznych smluv je zvefejnéna
vyse.

Dle smluv s vlastniky ochrannych znamek, Philip Morris Global

Brands Inc., Philip Morris Products S.A. a CTPM International S.A.,
musi Skupina platit licen¢ni poplatky za tabakové produkty prodané

v Ceské a Slovenskeé republice. Za pololeti konéici 30. 6. 2014 dosahly

naklady za licenc¢ni poplatky vysi 275 miliont K¢ (2013: 219 miliont K¢).

Ve druhém pololeti 2014 oéekava vedeni Skupiny naklady za licenéni
poplatky v priblizné stejné vysi.
16. POTENCIALNI ZAVAZKY

Skupina neni Gc¢astna zadnych soudnich, spravnich nebo rozhodcich
fizeni, ktera by méla anebo mohla mit vliv na finan¢ni situaci Skupiny.

17. NASLEDNE UDALOSTI

Po rozvahovém dni 30. 6 2014 nedoslo k zadnym udalostem, které by
meély vyznamny dopad na zkracenou mezitimni konsolidovanou ucetni
zavérku k 30. 6. 2014.

Tato zkracena mezitimni konsolidovana ucetni zaverka byla
predstavenstvem schvalena ke zverejnéni a byla z jeho povéreni
podepsana.

V Kutné Hore dne 18. srpna 2014

<Ay

Andras Tovisi
predseda predstavenstva

/.
%m(an,/

Stanislava Jurikova
Clen predstavenstva
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The Group entered in the past into a number of binding service
agreements, under which some performance obligations are yet to be
delivered. Those agreements mostly have two or six months termination
notice. The total estimated value of services to be purchased under these
agreements during their respective termination terms is disclosed above.

According to the agreements with trademark owners, Philip Morris Global
Brands Inc., Philip Morris Products S.A. and CTPM International S.A.,
the Group has to pay royalties in respect of tobacco products sold in the
Czech and Slovak Republic. During the first half-year ended June 30,
2014, the Group incurred under these agreements royalties expense

of CZK 275 million (2013: CZK 219 million). Management expects the
royalty expense in the second half of 2014 to be at approximately similar
level.

16. CONTINGENCIES

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

17. SUBSEQUENT EVENTS

No subsequent events have occurred after June 30, 2014 that would
have material impact on this condensed interim consolidated financial
information at June 30, 2014.

This condensed interim consolidated financial information for the period
ended June 30, 2014 was authorised for issue by the Board of Directors
and have been signed below on its behalf.

In Kutna Hora on August 18, 2014

/)

Andras Tovisi
Chairman of the
Board of Directors

/
(P!

Stanislava Jurikova
Member of the
Board of Directors
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Zkracena mezitimni samostatna Gcetni zaverka

Zkraceny mezitimni vykaz financni pozice
k 30. 6. 2014 (v milionech K¢)

AKTIVA Bod 30.6.2014 31.12.2013
Pozemky, budovy a zarizeni 6 3245 3118
Nehmotna aktiva 15 19
Investice v dcefiné spole¢nosti 19 19
Dlouhodoba aktiva 3279 3156
Zasoby 1822 2079
Obchodni a ostatni finan¢ni pohledavky 1874 1518
Ostatni nefinancni aktiva 4057 9921
Dan z prijm0 splatna 56 0
Penézni prostredky a penézni ekvivalenty 9 70 4 896
Kratkodoba aktiva 7879 18414
Aktiva celkem 11158 21570
VLASTNI KAPITAL A ZAVAZKY Bod

Zakladni kapital 2745 2745
Emisni &zio a ostatni prispévky akcionar 2373 2 386
Nerozdéleny zisk 1507 2273
Zakonny rezervni fond 0 549
Vlastni kapital celkem 6 625 7 953
QOdlozeny danovy zavazek 166 152
Dlouhodobé zavazky 166 152
Obchodni a ostatni finan¢ni zavazky 10 1120 1325
Ostatni nefinan¢ni zavazky 10 195 196
Dan z prijmu splatna 0 8
Ostatni danové zavazky 11 989 11 915
Rezervy na kratkodobé zavazky 17 20
Prijaté pajcky 9 2046 1
Kratkodobé zavazky 4367 13 465
Zavazky celkem 4 533 13617
Vlastni kapital a zavazky celkem 11158 21 570

Priloha tvori nedilnou soucast této zkracené mezitimni ucetni zaverky

3 O Philip Morris CR a.s.
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Condensed Interim Separate Financial Statemets

Condensed Interim Statement of Financial Position
at June 30, 2014 (in CZK million)

ASSETS Note June 30, 2014 December 31,2013
Property, plant and equipment (PP&E) 6 3245 3118
Intangible assets 15 19
Investments in subsidiary 19 19
Non-current assets 3279 3 156
Inventories 7 1822 2079
Trade and other financial receivables 8 1874 1518
Other non-financial assets 8 4057 9 921
Current tax asset 56 -
Cash and cash equivalents 9 70 4 896
Current assets 7879 18414
Total assets 11158 21570
EQUITY & LIABILITIES

Registered capital 2 745 2745
Share premium and other shareholders’ contributions 2373 2 386
Retained earnings 1507 2273
Statutory reserve fund - 549
Equity 6 625 7 953
Deferred tax liability 166 152
Non-current liabilities 166 152
Trade and other financial liabilities 10 1120 1325
Other non-financial liabilities 10 195 196
Income tax liability - 8
Other tax liabilities 1 989 11 915
Provisions for current liabilities 17 20
Borrowings 9 2046 1
Current liabilities 4 367 13 465
Total liabilities 4533 13617
Total equity & liabilities 11 158 21570

The accompanying notes form an integral part of the condensed interim financial statements
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Zkracena mezitimni samostatna ucetni zavérka

Zkraceny mezitimni vykaz upiného vysledku
za pololeti koncici 30. 6. 2014 (v milionech K¢)

Bod 30. 6.2014 30. 6.2013
Trzby 6138 5663
Naklady na prodané vyrobky a zbozi 12 -4172 -3990
Hruby zisk 1966 1673
Odbytove naklady 12 -371 -395
Administrativni naklady 12 =311 -322
Ostatni vynosy 67 71
Ostatni provozni vynosy 65 58
Ostatni provozni naklady -73 -46
Provozni zisk 1343 1039
Finanéni naklady -4 0
Zisk pred zdanénim 1339 1039
Dan z prijmu -238 -191
Cisty zisk 1101 848
Ostatni Uplny vysledek 0 0
Uplny vysledek za pololeti celkem 1101 848
Zisk na akcii zakladni a zfedény (K¢/akcie) 401 309

Zkraceny mezitimni vykaz zmén vlastniho kapitalu
za pololeti koncici 30. 6. 2014 (v milionech K¢)

Vztahujici se k vlastnimu kapitalu

Emisni azio
a ostatni prispévky Zakonny rezervni Vlastni kapital
Bod Zakladni kapital akcionari fond Kumulované zisky celkem
Stavk 1.1.2013 2745 2377 549 2492 8163
Uplny vysledek celkem 0 0 0 848 848
Transakce s vilastniky
Rozdéleni zisku 13 0 0 0 -2 471 -2 471
Zaméstnanecke akcie 0 -4 0 0 -4
Stav k 30. 6. 2013 (neauditovano) 2745 2373 549 869 6 536
Stavk 1.1.2014 2745 2 386 549 2273 7 953
Uplny vysledek celkem 0 0 0 1101 1101
Transakce s vlastniky
Zruseni zakonného rezervniho fondu 0 0 -549 549 0
Rozdéleni zisku 13 0 (0} 0 -2 416 -2 416
Zaméstnanecke akcie 0 -13 0 0 -13
Stav k 30. 6. 2014 (neauditovano) 2745 2373 (0] 1507 6 625

Priloha tvofi nedilnou soucéast této zkracené mezitimni ucetni zavérky
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Condensed Interim Separate Financial Statemets

Condensed Interim Statement of Comprehensive Income
for the half-year ended June 30, 2014 (in CZK million)

Note June 30, 2014 June 30, 2013
Revenues 6138 5663
Cost of goods sold 12 (4172) (83 990)
Gross profit 1966 1673
Distribution expenses 12 (371) (395)
Administrative expenses 12 (311) (322)
Other income 67 7
Other operating income 65 58
Other operating expense (73) (46)
Profit from operations 1343 1039
Financial income (4) -
Profit before income tax 1339 1039
Income tax expense (238) (191)
Net profit for the year 1101 848
Other comprehensive income - -
Total comprehensive income for the period 1101 848
Earnings per share basic and diluted (CZK/share) 401 309

Condensed Interim Statement of Changes in Equity
for the half-year ended June 30, 2014 (in CZK million)

Attributable to equity holders of the Company

Share premium

and other
shareholders’ Statutory reserve

Note Registered capital contributions fund Retained earnings Total equity
Balance as at January 1, 2013 2745 2377 549 2 492 8 163
Total comprehensive income - - - 848 848
Transactions with owners
Profit distribution 13 - - - (2 471) (2 471)
Share based payments - (4) - = (4)
Balance as at June 30, 2013 (unaudited) 2745 2 373 549 869 6 536
Balance as at January 1, 2014 2745 2 386 549 2273 7 953
Total comprehensive income - - - 1101 1101
Transactions with owners
Statutory reserve fund cancellation - - (549) 549 -
Profit distribution 13 - - - (2 416) (2 416)
Share based payments - (13) - - (13)
Balance as at June 30, 2014 (unaudited) 2745 2373 - 1507 6 625

The accompanying notes form an integral part of the condensed interim financial statements
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Zkracena mezitimni samostatna ucetni zavérka

Zkraceny mezitimni vykaz o penéznich tocich

za pololeti koncici 30. 6. 2014 (v milionech K¢)

Penézni toky z provozni ¢innosti

Zisk pfed zdanénim

QOdpisy dlouhodobych aktiv (véetné nehmotného majetku)

Cisté urokové naklady

Vynosy z dividend

Zisk z prodeje pozemkd, budov a zafizeni
Zména stavu opravnych polozek a rezerv

Ostatni nepenézni Upravy - Cisté

Penézni toky z provozni ¢innosti pfed zménami pracovniho kapitalu

Zména stavu:

Obchodnich a ostatnich financnich pohledavek a Ostatnich nefinanénich aktiv

Obchodnich a ostatnich financnich zavazku a Nefinanénich zavazku

Zasob

Penézni toky z provozni ¢innosti
Zaplacené uroky

Zaplacena dan z pfijmu

Cisté penézni toky z provozni éinnosti
Penézni toky z investiéni ¢innosti

Vydaje na porizeni pozemku, budov a zarizeni
Prijmy z prodeje pozemk, budov a zarizeni
Vydaje na pofizeni nehmotnych aktiv

Prijaté dividendy

Cisté penézni toky z investiéni &innosti
Penézni toky z financovani

Zaplacené dividendy

Cisty penézni tok z financovani

Cisté snizeni penéznich prostiedku

Stav penéznich prostiedku a penéznich ekvivalentt na zaéatku obdobi

Stav penéznich prostiedkd a penéznich ekvivalentd na konci obdobi

Priloha tvori nedilnou soucast této zkracené mezitimni ucetni zaverky

3 4 Philip Morris CR a.s.

Bod

30.6.2014 30.6.2013
1339 1039
210 214

4 0

-67 -7

-3 0

-3 2

-7 -5
1473 1179
5508 4327
-11132 -5 237
257 257

-3 894 526
-4 0
-291 -302
-4 189 224
-340 -267
11 1

4 -2

67 71
-266 -197
-2 416 -2 471
-2 416 -2 471
-6 871 -2 444
4895 4981
-1976 2 537
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Condensed Interim Statement of Cash Flow

Condensed Interim Separate Financial Statemets

for the half-year ended June 30, 2014 (in CZK million)

Note June 30, 2014 June 30, 2013
Cash flow from operating activities
Profit before tax 1339 1039
Depreciation and amortisation expense, including intangibles 12 210 214
Net interest income 4 -
Dividend income (67) (71)
Gain on disposal of PP&E (3) -
Change in provisions (3) 2
Other non-cash (gain) / loss, net (7) (%)
Operating cash flows before working capital changes 1473 1179
Changes in:
Trade and other financial receivables and Other non-financial assets 5508 4 327
Trade and other financial liabilities and Non-financial liabilities (11 132) (5 237)
Inventories 257 257
Cash generated from operations (3894) 526
Interest paid (4) -
Income tax paid (291) (302)
Net cash generated from operating activities (4 189) 224
Cash flow from investing activities
Purchase of PP&E 6 (340) (267)
Proceeds from sale of PP&E " 1
Purchase of intangible assets (4) 2)
Dividends received 67 71
Net cash used by investing activities (266) (197)
Cash flow from financing activities
Dividends paid 13 (2 416) (2 471)
Net cash used by financing activities (2 416) (2471)
Net decrease in cash and cash equivalents (6871) (2 444)
Cash and cash equivalents as at the beginning of the period 9 4 895 4981
Cash and cash equivalents as at the end of the period 9 (1976) 2 537

The accompanying notes form an integral part of the condensed interim financial statements

Philip Morris CR a.s.
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Zkracena mezitimni samostatna ucetni zavérka
Condensed Interim Separate Financial Statemets

Priloha ke zkracené mezitimni ucetni zavérce

za pololeti konéici 30. 6. 2014

1. ZAKLADNI INFORMACE

Philip Morris CR a.s. (,Spoleénost*) je akciova spoleénost registrovana

v Ceské republice. Zabyva se zejména vyrobou, prodejem, distribuci

a marketingem tabakovych vyrobkl. Do obchodniho rejstriku byla
Spolecnost zapsana 28. 3. 1991 a jeji registrované sidlo je v Kutné Hore,
Vitézna 1, Ceska republika. Vedeni Spoleénosti sidli v Praze a vyrobni
zavod se nachazi v Kutné Hore.

Philip Morris CR a.s. je spole¢nosti ve skupiné Philip Morris
International Inc. (,PMI“). K 30. 6. 2014 byla Philip Morris
International Inc. vrcholovou ovladajici spole¢nosti Spoleénosti.

K 30. 6. 2014 byl jedinym subjektem vlastnicim vice nez 20% podil
na zakladnim kapitalu Spole¢nosti Philip Morris Holland Holdings B.V.
(,,Materska spole¢nost®) vlastnici 77,6 % zakladniho kapitalu.

Akcie Spolecnosti jsou obchodovany na Burze cennych papirti Praha.

Tato zkracena mezitimni Ucetni zavérka byla schvalena predstavenstvem
a dozorci radou ke zverejnéni dne 18. 8. 2014.

2. ZAKLADNI ZASADY SESTAVENI UCETNI
ZAVERKY

Tato zkracena mezitimni Ucetni zavérka za pololeti konéici 30. 6. 2014 je
zpracovana v souladu se standardem IAS 34 Mezitimni uc¢etni vykaznictvi.
Mezitimni zkracena ucetni zavérka musi byt ¢tena ve spojeni s ucetni
zavérkou za rok koncici 31. 12. 2013, ktera byla pfipravena v souladu

s Mezinarodnimi standardy ucetniho vykaznictvi ve znéni prijatém
Evropskou unii (,IFRS").

3. VYZNAMNE UCETNi ZASADY

Pouzité ucetni zasady jsou konzistentni se zasadami uplatnénymi pri
sestaveni Ucetni zavérky za rok koncici 31. 12. 2013 tak, jak je popsano
v rocni Ucetni zavérce za rok koncici 31. 12. 2013.

V mezitimnim obdobi je dan z pfijmu Uctovana dohadné s pouzitim
danoveé sazby, ktera by byla pouzita na predpokladany celoro¢ni vysledek
hospodareni.
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1. GENERAL INFORMATION

Philip Morris CR a.s. (“the Company”) is a joint-stock company registered
in the Czech Republic and its main business is the production,

sale, distribution and marketing of tobacco products. The Company

was incorporated on March 28, 1991 and its registered address is

Kutna Hora, Vitézna 1, Czech Republic. Its headquarters is in Prague and
its manufacturing facility is in Kutna Hora.

Philip Morris CR a.s. is an affiliate of Philip Morris International Inc.
(“PMI”). As at June 30, 2014, Philip Morris International Inc. is the
ultimate controlling party of the Company.

As at June 30, 2014, the only entity holding more than 20% of
the registered capital of the Company was Philip Morris Holland
Holdings B.V. (“the Parent company”), which held 77.6% of the
registered capital.

The Company has its primary listing on the Prague Stock Exchange.

The Company's condensed interim financial information was authorised
for issue by the Board of Directors and Supervisory Board on
August 18, 2014.

2. BASIS OF PREPARATION

This condensed interim financial information for the six months ended
June 30, 2014 has been prepared in accordance with IAS 34, ‘Interim
financial reporting’. The condensed interim financial information should
be read in conjunction with the annual financial statements for the year
ended December 31, 2013, which have been prepared in accordance
with International Financial Reporting Standards as adopted by the
European Union (“IFRS”).

3. ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the
annual financial statements for the year ended December 31, 2013
as described in the annual financial statements for the year ended
December 31, 2013.

Taxes on income in the interim periods are accrued using the tax rate that
would be applicable to expected total annual profit or loss.

Pololetni zprava / Mid-year Report 2014



4. ODHADY

PFi pfipravé zkracené mezitimni ucetni zavérky vedeni Spole¢nosti
pracuje s posudky, odhady a predpoklady, jez maji vliv na aplikaci
ucetnich postupt a na vykazovanou vysi aktiv a pasiv, vynost a nakladu.
Skutec¢né vysledky se mohou od téchto odhad( lisit.

Pri pripravé této zkracené mezitimni ucetni zavérky byly vyznamné usudky
provedené vedenim za pouziti U¢etnich pravidel Spole¢nosti a klicové
vstupy nejistot v odhadech stejné jako ty, které byly pouzity pro ucetni
zavérku za rok koncici 31. 12. 2013, s vyjimkou zmén v odhadech
pozadovanych pro stanoveni rezervy na dan z pfijmu.

5. RiZENi FINANCNICH RIZIK

5.1 Faktory finanéniho rizika

Z ¢innosti Spole¢nosti vyplyva fada financénich rizik: trzni riziko, avérové
riziko a riziko likvidity. Zkracené mezitimni finanéni vykazy nezahrnuiji
vSechny finanéni informace o fizeni rizik a ostatni Udaje pozadované

v ro¢ni ucetni zavérce, a mely by byt posuzovany spole¢né s ro¢ni ucetni
zavérkou Spolecnosti k 31. 12. 2013. Od konce roku 2013 nedoslo

k Zzadnym zménam v pravidlech a postupech fizeni téchto rizik.

5.2 Riziko likvidity

Ve srovnani s koncem roku 2013 nedoslo k podstatné zménée

ve smluvnich nediskontovanych penéznich tocich nebo ve finan¢nich
zavazcich.

Philip Morris CR a.s.

Zkracena mezitimni samostatna ucetni zaverka
Condensed Interim Separate Financial Statemets

4. ESTIMATES

The preparation of condensed interim financial statements requires
management to make judgments, estimates and assumptions that affect
the application of accounting policies and the reported amounts of assets
and liabilities, income and expense. Actual results may differ from these
estimates.

In preparing these condensed interim financial statements, the significant
judgments made by management in applying the Company’s accounting
policies and the key sources of estimation uncertainty were the same

as those that applied to the financial statements for the year ended
December 31, 2013, with the exception of changes in estimates that are
required in determining the provision for income taxes.

5 FINANCIAL RISK MANAGEMENT

5.1 Financial risk factors

The Company’s activities expose it to a variety of financial risks: market
risk, credit risk and liquidity risk. The condensed interim financial
statements do not include all financial risk management information
and disclosures required in the annual financial statements, and should
be read in conjunction with the Company’s annual financial statements
as at December 31, 2013. There have been no changes in the risk
management processes since year end or in any risk management
policies.

5.2 Liquidity risk
Compared to year end 2013, there was no material change in the
contractual undiscounted cash outflows or financial liabilities.

37
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Zkracena mezitimni samostatna ucetni zavérka
Condensed Interim Separate Financial Statemets

6. POZEMKY, BUDOVY A ZARIZENi

Pohyby v oblasti pozemkd, budov a zafizeni jsou nasleduijici:

Dopravni
Pozemky, prostredky, Porizeni aktiv
budovy stroje Inventai  a poskytnuté
(v milionech K¢) a stavby azarizeni  avybaveni zalohy Celkem
K1.1.2013
Pofizovaci cena 1824 4723 73 393 7013
Opravky a snizeni
hodnoty -1223 -2 865 -63 0 -4 151
Zustatkova
hodnota 601 1858 10 393 2862
Pololeti koncici
30.6.2013
Pocatecni
zUstatkova
hodnota 601 1858 10 393 2862
PrirGstky 13 194 2 58 267
Odpisy -34 -163 -1 0 -198
Koneéna
zustatkova
hodnota 580 1889 11 451 2931
K 30.6.2013
Porizovaci cena 1836 4911 74 451 7272
Opravky a snizeni
hodnoty -1256 -3022 -63 0 4341
Zustatkova
hodnota 580 1889 11 451 2931
K1.1.2014
Porizovaci cena 1841 5087 57 610 7 595
Opravky a snizeni
hodnoty -1285 -3 142 -50 0 -4 477
Zstatkova
hodnota 556 1945 7 610 3118
Pololeti koncici
30.6.2014
Pocatecni
zUstatkova
hodnota 556 1945 7 610 3118
PrirGstky 62 455 1 -178 340
Vyrazeni
v z(statkové
hodnoté 0 -7 0 0 -7
Odpisy -35 -170 -1 0 -206
Koneéna
zustatkova
hodnota 583 2223 7 432 3245
K 30.6.2014
Porizovaci cena 1900 5421 58 432 7 811
Opravky a snizeni
hodnoty -1317 -3 198 -51 0 -4 566
Zustatkova
hodnota 583 2223 7 432 3245

Najemné v hodnoté 56 miliont K¢ (2013: 55 miliond K¢&) za pronajem
sklad(, kancelarskych prostor a vypocetni techniky je zahrnuto do vykazu
uplného vysledku.

Veskeré vydaje na porizeni dlouhodobych aktiv byly financovany
z vlastnich zdrojii Spolecnosti.

3 8 Philip Morris CR a.s.

6. PROPERTY, PLANT AND EQUIPMENT

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

(in CZK million)

As at January 1,
2013

Cost

Accumulated
depreciation and
impairment

Net carrying
amount

Six months ended
June 30, 2013

Opening net
carrying amount

Additions cost

Depreciation
charge

Closing net
carrying amount

As at June 30,
2013

Cost

Accumulated
depreciation and
impairment

Net carrying
amount

As at January 1,
2014

Cost

Accumulated
depreciation and
impairment

Net carrying
amount

Six months ended
June 30, 2014
Opening net
carrying amount

Additions cost

Disposal net
carrying amount

Depreciation
charge

Closing net
carrying amount

As at June 30,
2014

Cost

Accumulated
depreciation and
impairment

Net carrying
amount

Property,
Buildings
& Con-

structions

1824

(1228)

601

601

(34)

580

1836

(1 256)

580

1841

(1285)

556

556
62

(35)

583

1900

(1317)

583

Vehicles &
Machinery
Equipment

4723

(2 865)

1858

1858
194

(163)

1889

4911

(3022)

1889

5087

(3142)

1945

1945
455

(7)

(170)

2223

5421

(3 198)

2223

Furniture
& Fixtures

73

(63)

10

(1)

11

74

(63)

57

(50)

(1)

58

(51)

7

Construction
in Progress
& Advances

Paid

393

393

393
58

451

451

451

610

610

610
(178)

432

432

432

Total

7013

(4 151)

2862

2862
267

(198)

2931

7272

(4 341)

2931

7 595

(4 477)

3118

3118
340

)

(206)

3245

781

(4 566)

3245

Lease rentals amounting to CZK 56 million (2013: CZK 55 million)
relating to the lease of warehousing, office space and IT equipment are

included in the profit or loss.

All investments in property, plant & equipment were financed by the
Company’s own resources.
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7.  ZAsoBy
(v milionech K¢) 30.6.2014 31.12.2013
Material 965 720
Nedokonc¢ena vyroba 238 215
Vyrobky 336 533
Zbozi 283 611
Celkem 1822 2079

Porizovaci naklady na zasoby, bez spotrebni dané a vyrobni rezie,
vykazané ve vykazu uplného vysledku jako naklad a zahrnuté

v polozce Naklady na prodané vyrobky a zbozi, ¢inily 3 384 miliond K&
(2013: 3 228 milionl K¢).

8. OBCHODNI A OSTATNi FINANCNi POHLEDAVKY 8.

A OSTATNi NEFINANCNi AKTIVA

(v milionech K¢&) 30.6.2014 31.12.2013

Obchodni a ostatni finanéni

pohledavky

Treti strany 1123 935

Dcefina spolec¢nost 177 139

Ostatni spriznéné strany 574 444

Celkem 1874 1518

Ostatni nefinanéni aktiva

Ostatni aktiva - spotrebni dan 4029 9 882

Placené zalohy 28 39

Celkem 4 057 9921

9.  PENEZNi PROSTREDKY A PENEZNI

EKVIVALENTY

(v milionech K¢) 30.6.2014 31.12.2013

Uéty v bance 70 79

Kratkodobé pijcky spfiznéné strané

splatné na pozadani 0 817

Kratkodobé puijcky spfiznéné strané 0 4 000

Celkem 70 4 896

Kratkodobé puljcky splatné na pozadani a kratkodobé pujcky poskytnuté
spriznénym stranam predstavuiji Urocené kratkodobé puijcky. Analyza

kratkodobych pohledavek za spfiznénymi stranami je uvedena v bodé 14.

Philip Morris CR a.s.
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7. INVENTORIES

(in CZK million) June 30,2014 December 31,2013
Materials 965 720
Work-in-progress 238 215
Finished goods 336 533
Merchandise 283 611
Total 1822 2079

The cost of inventories, excluding excise tax and allocated
overheads, recognised as expense in the first six months of 2014
and included in costs of goods sold amounted to CZK 3 384 million
(2013: CZK 3 228 million).

TRADE AND OTHER FINANCIAL RECEIVABLES
AND OTHER NON-FINANCIAL ASSETS

(in CZK million) June 30,2014 December 31,2013
Trade and other financial

receivables

Third parties 1123 935
Subsidiary 177 139
Other related parties 574 444
Total 1874 1518
Other non-financial assets

Other assets - excise tax 4029 9882
Prepayments 28 39
Total 4 057 9921

9. CASH AND CASH EQUIVALENTS

(in CZK million) June 30,2014 December 31,2013
Cash at banks 70 79
On-demand deposits with

related parties - 817
Short-term loan with related

parties - 4 000
Total 70 4 896

On-demand deposits and short-term loans with related parties are
considered interest-bearing loans. Analysis of receivables from related
parties are disclosed in Note 14.
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Penézni prostredky, penézni ekvivalenty, kratkodobé pujcky

od spriznénych stran splatné na pozadani a debetni zlstatky
na bankovnich Uétech pro Uc¢ely sestaveni samostatného vykazu

penéznich toku jsou nasledujici:

(v milionech K¢)
Penézni
prostredky

a penézni
ekvivalenty 70

Debetni zlistatky
na bankovnich
uctech 0

Kratkodobé
pujcky

od spriznénych
stran splatné
na pozadani -2 046
Penézni

prostredky

a penézni

ekvivalenty

celkem -1976

30.6.2014 31.12.2013

4 896

4 895

2537

2 537

30.6.2013 31.12.2012

4982

4981

10. OBCHODNI A OSTATNI FINANCNIi ZAVAZKY
A OSTATNI NEFINANCNI ZAVAZKY

(v milionech K¢&)

Obchodni a ostatni finan¢ni zavazky

Treti strany

Ostatni spriznéné strany
Dohadné ucty pasivni
Nevyplacené dividendy
Celkem

Ostatni nefinanéni zavazky
Zavazky vaci zaméstnanciim

Zavazky ze socialniho zabezpeceni
a zdravotniho pojisténi

Prijaté zalohy
Vynosy pristich obdobi
Ostatni

Celkem

30.6.2014

227
509
372
12
1120

92

40
26
25
12
195

11. OSTATNi DANOVE ZAVAZKY

(v milionech K¢)

Dan z pridané hodnoty
Spotrebni dan

Ostatni dané

Celkem

40
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30.6.2014
525

449

15

989

31.12.2013

196
749
371

9
1325

97

41
22
28

196

31.12.2013
436

11 463

16

11915

June 30, December 31,

(in CZK million) 2014

Cash and cash
equivalents 70

Bank overdrafts -

On-demand
borrowings from

related parties (2 046)

Total cash and

cash equivalents (1976)

2013

4896
(1)

4 895

Cash and cash equivalents, on-demand borrowings from related parties
and bank overdrafts for the purposes of the separate cash flow statement
include the following:

June 30, December 31,

2013 2012
2537 4982

- (1)
2537 4981

10. TRADE AND OTHER FINANCIAL LIABILITIES
AND OTHER NON-FINANCIAL LIABILITIES

(in CZK million)

Trade and other financial
liabilities

Third parties

Other related parties
Accrued expenses
Dividends payable

Total

Other non-financial liabilities
Amounts due to employees

Social security and health
insurance

Advances received
Deferred revenues
Other
Total

June 30, 2014

227
509
372
12
1120

92

40
26
25
12
195

11. OTHER TAX LIABILITIES

(in CZK million)
VAT

Excise tax

Other taxes
Total

June 30, 2014
525

449

15

989

December 31,2013

196
749
371

1325

97

a4
22
28

196

December 31,2013
436

11 463

16

11915
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12. DRUHOVE CLENENi NAKLADU - DOPLNUJICI

INFORMACE
(v milionech K¢) 30.6.2014 30.6.2013
Zména stavu zasob hotovych vyrobku
a nedokoncené vyroby 168 82
Aktivace -1 -2
Spotreba materialu, energie a prodané
zbozi 3119 3056
Sluzby 837 826
Naklady na zaméstnance
a zaméstnanecké pozitky 468 466
Odpisy a amortizace 210 214
Ostatni 53 65
Naklady na prodané vyrobky a zbozi,
odbytové, administrativni a ostatni
naklady 4 854 4707

13. ROZDELENI ZISKU

Valna hromada akcionai Spole¢nosti schvalila v dubnu 2014 vyplatu
dividend ve vysi 2 251 miliont K& (820 K¢ na akcii). Dale valna hromada
akcionaru Spolec¢nosti schvalila v dubnu 2014 zruseni rezervniho fondu
spolecnosti a jeho vyporadani, pricemz 165 miliont K¢ (60 KE na akcii)
bylo vyplaceno akcionarim Spolec¢nosti spolu s dividendou

a 384 miliont K¢ bylo prevedeno na tcet nerozdéleného zisku.

Spolec¢nost tak v roce 2014 vyplatila akcionarim ¢astku v celkové vysi

2 416 miliont K¢ (880 K¢ na akcii). Valna hromada akcionart Spole¢nosti
schvalila v dubnu 2013 vyplatu dividend ve vysi 2 471 milion( K¢

(900 K¢ na akcii).

14. TRANSAKCE SE SPRIZNENYMI STRANAMI
Spfiznénymi stranami se rozumi Materska spolec¢nost a ostatni
spolec¢nosti skupiny PMI (,,Ostatni spfiznéné strany”), ¢lenové
predstavenstva Spolec¢nosti, ¢lenové dozorci rady Spoleénosti a osoby

blizké témto ¢lentim.

Mezi spfiznénymi stranami byly uskute¢nény nasledujici transakce:

(v milionech K¢&) 30.6.2014 30.6.2013
Prodej vyrobk( a zboZi

Dcerina spolec¢nost 903 664

Ostatni spriznéné strany 2694 2573
Prodej pozemkd, budov, zafizeni
a materialu

Ostatni spriznéné strany 19 67
Prodej sluzeb

Dcefina spole¢nost 18 17

Ostatni spriznéné strany 13 8
Prefakturace

Ostatni spriznéné strany 17 3
Celkem 3664 3332

Philip Morris CR a.s.
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12. EXPENSES BY NATURE - ADDITIONAL

INFORMATION

(in CZK million) June 30,2014  June 30, 2013
Changes in inventories of FG and WIP 168 82
Own work capitalized (1) (2)
Raw materials, consumables used and

merchandise sold 3119 3056
Services 837 826
Employee benefits expense 468 466
Depreciation and amortisation 210 214
Other 53 65
Costs of goods sold, distribution and

administrative expenses 4 854 4707

13. PROFIT DISTRIBUTION

The dividends approved by the Annual General Meeting in April 2014
were CZK 2 251 million (CZK 820 per share). In addition, the Annual
General Meeting approved in April 2014 the cancellation of the
Company's reserve fund and its distribution while CZK 165 million

(CZK 80 per share) has been paid to Company's shareholders together
with dividends and CZK 384 million has been transferred to the retained
earnings from prior years.

Thus the Company paid to its shareholders in 2014 the total amount
of CZK 2 416 million (CZK 880 per share). The dividends approved
by the Annual General Meeting in April 2013 were CZK 2 471 million
(CZK 900 per share).

14. RELATED PARTY TRANSACTIONS

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

management to be related parties.

The following transactions were carried out with related parties:

(in CZK million) June 30,2014  June 30, 2013
Sales of goods and merchandise

Subsidiary 903 664

Other related parties 2 694 2573
Sales of PP&E and materials

Other related parties 19 67
Sales of services

Subsidiary 18 17

Other related parties 13 8
Recharges

Other related parties 17 3
Total 3664 3332
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b) Nakupy zbozi a sluzeb od spolecnosti skupiny PMI

(v milionech K¢) 30.6.2014 30.6.2013
Nakup zbozi a materialu

Ostatni spriznéné strany 1746 1568
Nékup pozemkd, budov, zafizeni
a nehmotného majetku

Ostatni spriznéné strany 78 0
Néakup sluzeb

Ostatni spfiznéné strany 230 241
Licenéni poplatky placené

Ostatni spriznéné strany 276 219
Nakladové droky

Ostatni spriznéné strany 4 0
Celkem 2334 2028

c) Dividendy a podil na vyporadani rezervniho fondu

V roce 2014 Spolec¢nost prijala dividendy od Philip Morris Slovakia s.r.o.
ve vysi 67 miliont K¢ (2013: 71 milion K&).

Dividendy vyplacené spoleénosti Philip Morris Holland Holdings B.V.
v roce 2014 ¢inily 1 747 miliont K¢ a podil na vyporadani rezervniho
fondu vyplaceny spolec¢nosti Philip Morris Holland Holdings B.V.

v roce 2014 ¢inil 128 miliond K&.

Spole¢nost tak v roce 2014 vyplatila spole¢nosti Philip Morris Holland
Holdings B.V. ¢astku v celkové vysi 1 875 milion( K&. Dividendy
vyplacené spolecnosti Philip Morris Holland Holdings B.V. v roce 2013
Cinily 1 917 miliont K¢.

Kromé vyplacenych dividend a podilu na vyporadani rezervniho fondu,
Spolec¢nost neméla v pribéhu predchozich dvou let zadné jiné transakce
s Matefskou spole¢nosti.

d) Zistatky se spolec¢nostmi skupiny PMI

(v milionech K¢) 30.6.2014 31.12.2013
Pohledavky za spriznénymi stranami

Dcerina spole¢nost 177 139

Ostatni spfiznéné strany 574 444
Celkem 751 583
Zavazky vaci spiiznénym stranam

Ostatni spriznéné strany 509 749
Puj¢ky poskytnuté

Ostatni spriznéné strany 0 4817
Pdjcky prijaté

Ostatni spriznéné strany 2046 0

K 30. 6. 2014 Spolec¢nost ¢erpala Grocené kratkodobé pujcky splatné
na pozadani (cash pool) ve vysi 2 046 miliont K¢ od spole¢nost

Philip Morris Finance S.A. K 31. 12. 2013 Spolec¢nost poskytovala
uroc¢ené kratkodobé pujcky splatné na pozadani (cash pool) ve vysi

817 miliond K¢ poskytnuté spolec¢nosti Philip Morris Finance S.A. a dale
urocenou kratkodobou pujcku ve vysi 4 000 miliont K& poskytnutou
spolec¢nosti Philip Morris International Inc.
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b) Purchases of merchandise and services from
affiliates within the PMI

(in CZK million) June 30, 2014 June 30, 2013
Purchases of merchandise and
materials

Other related parties 1746 1568
Purchases of PP&E and
intangible assets

Other related parties 78 -
Purchases of services

Other related parties 230 241
Royalties paid

Other related parties 276 219
Interest expense

Other related parties 4 -
Total 2 334 2028

c) Dividends and Company's reserve fund distribution
share

Dividends received from Philip Morris Slovakia s.r.o. in 2014 amounted to
CZK 67 million (2013: CZK 71 million).

Dividends paid to Philip Morris Holland Holdings B.V. in 2014 amounted
to CZK 1 747 million and Company’s reserve fund distribution share
paid to Philip Morris Holland Holdings B.V. in 2014 amounted to

CZK 128 million.

In 2014 Company paid to Philip Morris Holland Holdings B.V. the total
amount of CZK 1 875 million. The dividends paid to Philip Morris Holland
Holdings B.V. in 2013 amounted to CZK 1 917 million.

Except for dividends and Company’s reserve fund distribution share there
were no other transactions with the Parent company during the last two

years.

d) Balances with affiliates within PMI

(in CZK million) June 30,2014 December 31,2013
Receivables from related
parties

Subsidiary 177 139

Other related parties 574 444
Total 751 583
Payables to related parties

Other related parties 509 749
Loans and deposits

Other related parties - 4817
Borrowings

Other related parties 2046 -

At June 30, 2014, the Company drew interest-bearing on-demand
borrowings (cash pool) of CZK 2 046 million from Philip Morris
Finance S.A. At December 31, 2013, the Company provided
interest-bearing on-demand deposits (cash pool) of CZK 817 million
to Philip Morris Finance S.A. and interest-bearing short-term loan of
CZK 4 000 million to Philip Morris International Inc.
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Bézna vyse Urokové sazby z prijatych kratkodobych pujcek splatnych

na pozadani (cash pool) je stanovena jako no¢ni PRIMEAN + 0,25 %,

tj. PRIMEAN ((no¢ni PRIBOR + no¢ni PRIBID)/2) plus marze odpovidajici
trznim podminkam u pujéek s obdobnou délkou vkladu a likviditou. Bézna
vySe urokové sazby z poskytnutych kratkodobych pljcek splatnych

na pozadani (cash pool) je stanovena jako no¢ni PRIMEAN - 0,25 %.
Bézna vysSe Grokové sazby z poskytnuté kratkodobé pujcky je stanovena
jako tydenni PRIBOR minus marze odpovidajici trznim podminkam

u pljcek s obdobnou délkou vkladu a likviditou.

Skutecna vyse Urokové sazby zavisi na aktualni situaci na penéznim
trhu a druhu pajcky. Primérna vyse efektivni Urokové sazby z prijatych
kratkodobych puijcek (cash pool) za pololeti koncici 30. 6. 2014 byla
0,289% p.a. Primérna vyse efektivni Urokoveé sazby z poskytnutych
kratkodobych puijcek v roce 2013 ¢inila 0,053 % p.a.

Odmeény klicovych ¢lenli vedeni zahrnuji odmény ¢lent predstavenstva
za vykon funkce dle smlouvy o vykonu funkce ¢lena predstavenstva.

Odmeény ¢len vedeni, ktefi jsou zaméstnanci Spole¢nosti nebo
spolec¢nosti skupiny PMI, se skladaji z odmény za vykon funkce ¢&lena
predstavenstva, ro¢niho platu, bonusu podle individualniho vykonu,
uhradami akciemi a ostatnich nepenézitych pfijma jako jsou pouzivani
firemniho automobilu, pfispévky na zavodni stravovani a pfispevky

na penzijni pfipojisténi, Zivotni a Urazové pojisténi a pozitky spojené

s ukoncenim pracovniho poméru jak je uvedeno nize. Soucasti
nepenéznich prijma ¢lend predstavenstva, ktefi jsou zaméstnanci
spolec¢nosti Philip Morris Services S.A. nebo jiné spole¢nosti
skupiny PMI, je navic Uhrada najemného a skolného.

Pozitky spojené s ukonéenim pracovniho poméru zaméstnanc
Spolec¢nosti, kterym byla dana vypoveéd z organizac¢nich nebo zdravotnich
dlvodu podle § 52 pism. a) az e) Zakoniku prace nebo s kterymi byl
rozvazan pracovni pomér dohodou z tychz diivodu, zahrnuji odstupné dle
Redukéniho programu, jenz je specifikovan v Kolektivni smlouvé. Pozitky
spojené s ukonéenim pracovniho pomeéru zameéstnancu spoleénosti
skupiny PMI jsou vyplaceny v souladu s pracovni smlouvou uzavienou

s domovskym zaméstnavatelem a zavaznymi PMI pravidly a postupy pro
mezinarodni pracovni pobyt.

(v milionech K¢) 30.6.2014 30.6.2013
Mzdy a ostatni kratkodobé pozitky 22 30
Penzijni naklady - plany definovanych

prispévka 1 1
Uhrady vazané na akcie 12 9
Nepenézni prijmy 4 4
Celkem 39 44

V roce 2014 a 2013 nebyly vykazany zadné pozitky spojené s ukonc¢enim
pracovniho poméru.

Funkéni obdobi ¢lentl predstavenstva zvolenych na valné hromadé
akcionart Spolecnosti v roce 2014 je jeden rok.

Philip Morris CR a.s.
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The interest rate for drawn on-demand borrowings (cash pool) is
calculated as overnight PRIMEAN + 0.25%, i.e. PRIMEAN ((overnight
PRIBOR + overnight PRIBID)/2) plus a margin applicable in accordance
with market practice for deposits with similar duration and liquidity. The
interest rate for provided on-demand deposits (cash pool) is calculated
as overnight PRIMEAN - 0.25%. The interest rate for provided short-term
loan is calculated as week PRIBOR minus a margin applicable in
accordance with market practice for deposits with similar duration and
liquidity.

The actual interest rates reflect the current money market and the nature
of the loan. The average effective interest rate of drawn on-demand
borrowings (cash pool) for the half-year ended June 30, 2014 was
0.289% p.a. The average effective interest rate of provided on-demand
deposits and short-term loan in 2013 was 0.053% p.a.

Key management compensation includes the remuneration of members
of the Board of Directors for the performance of the office according to
the agreements on performance of the office of a member of the Board
of Directors.

The compensation of the members of the management who are
employees of the Company or an entity within the PMI group comprises
the remuneration for the performance of the office of a member of

the Board of Directors as mentioned above, an annual base salary,
bonuses based on individual performance, share-based payments and
other income in-kind such as cars for use, lunch allowances, pension
contributions, life and accident insurance and termination benefits

as described below. In addition to this, the members of the Board of
Directors who are employees of Philip Morris Services S.A. or other
PMI entities also have other income in-kind such as the payment of rent
and school fees.

Termination benefits of employees of the Company, whose employment
agreement was terminated by notice on the basis of the reason pursuant
to §52, letters a) to e) of the Labour Code or by an agreement on the
same grounds, include an increased severance pay in accordance

with the Employment Redundancy Program specified in the Collective
Labour Agreement. Termination benefits of employees of an entity within
the PMI Group are paid according to the employment agreement with
their respective employer and the provisions of the PMI International
Assignment principles and practices.

(in CZK million) June 30,2014  June 30, 2013
Salaries and other short-term employee

benefits 22 30
Pension costs - defined contribution plans 1 1
Share-based payments 12

Income in-kind 4

Total 39 44

There was no termination benefit recognised in 2014 and 2013.

The term of office for Board of Directors members elected at the Annual
General Meeting in 2014 is one year.
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Clenové predstavenstva nevlastnili v roce 2014 a 2013 zadné akcie.

Smluvnimi a jinymi budoucimi zavazky vyplyvajicimi z transakci se
spriznénymi stranami, které nejsou vykazany v samostatnych ucetnich
vykazech, se rozumi zavazky k budouci sméné zdrojl dle zavaznych
smluv.

K 30. 6. 2014 Spole¢nost neméla vyznamné smluvni ani jiné budouci
zavazky vyplyvajici z transakci se spriznénymi stranami, kromé
budoucich zavazku z titulu nakupu sluzeb v souhrnné odhadované
hodnoté 117 miliont K¢ (hodnota budoucich zavazkt k 31. 12. 2013:
120 miliond K¢).

Spolecnost v minulosti uzavrela nékolik zavaznych smluv o nakupu
sluzeb, u kterych jesté nebylo vyporadano povinné plnéni. Tyto smlouvy
maiji vétsinou dvou az Sesti mésicni vypovédni Ihatu. Celkova odhadovana
hodnota vyporadani sluzeb dle téchto zavaznych smluv je zverejnéna
vyse.

Dle smluv s vlastniky ochrannych znamek, Philip Morris Global Brands
Inc., Philip Morris Products S.A. a CTPM International S.A., musi
Spolec¢nost platit licen¢ni poplatky za tabakové produkty prodané

v Ceské a Slovenskeé republice. Za pololeti koncici 30. 6. 2014 dosahly
naklady za licenéni poplatky vysi 276 milion K¢ (2013: 219 miliont K¢).
Ve druhém pololeti 2014 o¢ekava vedeni Spolec¢nosti naklady za licenéni
poplatky v priblizné stejné vysi.

15. POTENCIALNi ZAVAZKY

Spole¢nost neni u¢astna zadnych soudnich, spravnich nebo rozhodc&ich
fizeni, ktera by méla anebo mohla mit vliv na financni situaci Spole¢nosti.

16. NASLEDNE UDALOSTI

Po rozvahovém dni nedoslo k zadnym udalostem, které by mély vyznamny
dopad na zkracenou mezitimni ucetni zavérku k 30. 6. 2014.

Tato zkracena mezitimni Ucetni zavérka byla predstavenstvem schvalena
ke zverejnéni a byla z jeho povéreni podepsana.

V Kutné Hore dne 18. srpna 2014

</

Andras Tovisi
pfedseda predstavenstva

[/
(P!

Stanislava Jurikova
¢len predstavenstva

A
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Members of the Board of Directors owned no shares in 2014 and 2013.

Commitments in respect of related parties that are not recorded in the
condensed interim financial information are considered as obligations to
exchange resources in the future under binding agreements.

As at June 30, 2014, the Company had no material commitments in
respect of related parties except for the future obligation to services
purchase in the total estimated value of CZK 117 million (commitment
value as at December 31, 2013: CZK 120 million).

The Company entered in the past into a number of binding service
agreements, under which some performance obligations are yet to be
delivered. Those agreements mostly have two or six month termination
notice. The total estimated value of services to be purchased under these
agreements during their respective termination terms is disclosed above.

According to the agreements with trademark owners, Philip Morris Global
Brands Inc., Philip Morris Products S.A. and CTPM International S.A.,
the Company has to pay royalties in respect of tobacco products sold

in the Czech and Slovak Republic. During the first half-year ended

June 30, 2014, the Company incurred under these agreements royalties
expense of CZK 276 million (2013: CZK 219 million). Management
expects the royalty expense in the second half of 2014 to be at
approximately similar level.

15. CONTINGENCIES

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

16. SUBSEQUENT EVENTS

No subsequent events have occurred after June 30, 2014 that would
have material impact on this condensed interim financial information at
June 30, 2014.

This condensed interim financial information for the period ended
June 30, 2014 was authorised for issue by the Board of Directors and
have been signed below on its behalf.

In Kutna Hora on August 18, 2014

/.
<\-./// tora]

Andras Tovisi
Chairman of the
Board of Directors

Stanislava Jurikova
Member of the
Board of Directors
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SIiDLO SPOLECNOSTI / REGISTERED ADDRESS

Philip Morris CR a.s.
Vitézna 1, 284 03 Kutna Hora

VEDENi SPOLECNOSTI / HEADQUARTERS
Karlovo namésti 10, 120 00 Praha 2

tel.: (+420) 266 702 111

fax: (+420) 266 702 333

IC: 14803534, ISIN: CS0008418869
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