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zprava predstavenstva



report of the board of directors




ziskovost

Philip Morris CR a.s. je prednim vyrobcem

a distributorem tabakovych vyrobk v Ceské republice.
Dospélym zékaznikdm nabizi oblibené mezinarodnf

a doméci znacky cigaret, jako jsou Marlboro, LEM,
Petra a Sparta ve vice nez Ctyficeti variantach, které
pokryvaji Siroké spektrum vyrobkd, pokud jde o chut

i cenovou Uroven.

Philip Morris CR a.s. patif do skupiny Philip Morris
International Inc., jedné ze spolecnosti Altria Group, Inc.
Altria Group, Inc. je matef'skou spole¢nostf

Kraft Foods Inc. s pfiblizné 85% podilem, Philip Morris
International Inc., Philip Morris USA Inc. a Philip Morris
Capital Corporation. Skupina spole¢nosti Altria ma
také 33,9% podil v SABMiller plc. Altria Group Inc.
dosahla za rok 2004 cistych provoznich vynost

v celkové vysi 89,6 miliardy dolard.

Zprava predstavenstva

Zprava predstavenstva vychazi z konsolidovanych
finanénich vykazd Philip Morris CR a.s.
a Philip Morris Slovakia s.r.o.

Konsolidované hlavni udaje (v mil. k&)

2004 2003 2002

Trzby 13139 14768 15264
Zisk pred zdanénim 5229 6287 5970
Zisk po zdanéni 3740 4376 4126
Zisk na akcii (v K¢) 1362 1594 1503
Celkovy odbyt 22,3 22,1 23,6

(v miliard4ch jednotek)




Philip Morris CR a.s. is the largest manufacturer and
distributor of tobacco products in the Czech Republic,
providing adult consumers with popular international
and local brands such as Marfboro, LEM, Petra and
Sparta in more than forty packaging variants covering
different taste and price segments.

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

of Altria Group, Inc. Altria Group, Inc. is the parent
company of Kraft Foods Inc., with approximately
85% ownership of outstanding Kraft common shares,
Philip Morris International Inc., Philip Morris USA Inc.
and Philip Morris Capital Corporation. In addition,
Altria Group Inc. has a 33.9% economic interest in
SABMiller plc. Altria Group, Inc. recorded 2004

net revenues of $89.6 billion.

Report of the Management

The report of the Management is based
on the consolidated financial statements
Philip Morris CR a.s. and Philip Morris Slovakia s.r.o.

Consolidated Highlights (czk mio)

2004 2003 2002

Sales revenues 13139 14768 15264
Income before tax 5229 6 287 5970
Net income 3740 4 376 4126

Earnings per share (CZK) 1362 1594 1503
Total shipments 22.3 22.1 23.6
(billion units)

profitability
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Podnikani v Ceské republice

Objem doméciho odbytu v roce 2004 poklesl

v porovnani s predchozim rokem o 3,6 %, coz odrazi
ztratu trzniho podilu ve prospéch levnéjsich
konkurenénich znaéek po vstupu Ceské republiky

do Evropské unie k 1. kvétnu 2004 a zruseni 55 %
dovozniho cla na cigarety. ZvySeni cen cigaret v roce
2004, které bylo zapficinéné nardstem spotrebni dané
a presahlo Groven inflace, také prispélo k prechodu
konzumentl k levnym znackam.

Podle vyzkumu agentury ACNielsen pokles| podil nasich
znadek na trhu o 4,7 % na 73,5 % v porovnani s rokem
2003. V poslednim &tvrtleti roku 2004 spolecnost
Philip Morris CR a.s. uvedla na trh levné znacky Clea

a Next. Ty zvysily nasi konkurenceschopnost mezi
levnymi znackami, ale zaroven zpGsobily pokles trzeb.

Podnikani na Slovensku

Odbyt na Slovensku se v roce 2004 zvysil ve srovnani
s predchozim rokem o 0,8 %. Ve druhé poloviné roku
prodej vyrazné prevysil stejné obdobi roku 2003,

kdy doslo k poklesu prodejti po srpnovém zvyseni
spotrebni dané. K nasim dobrym vysledkiim ve druhé
poloviné roku prispél také nérst trzniho podilu nasich
hlavnich cigaret king size. Jak vyplyvé z prizkumu
agentury ACNielsen, podil nasich znadek na celkové
spotrebé se za cely rok 2004 zvysil o 4,1 procentniho
bodu na 58,1 % v porovnani s rokem 2003.




decisivenes

Business in Czech Republic

2004 Czech domestic shipments declined by 3.6%
versus prior year reflecting market share losses

to lower priced competitive brands following EU
accession on May 1, 2004 and the elimination

of the 55% import duty on cigarettes. 2004 excise-tax
driven retail price increases above inflation also
encouraged the consumer shift to low price brands.

According to research conducted by the ACNielsen
agency, our brands’ share of total consumption
declined by 4.7 points to 73.5% in comparison

with 2003. In the fourth quarter Philip Morris CR as.
launched the Clea and Next brands, increasing
competitiveness in the lower price segment but
contributing to a decrease in revenue reflecting
mix degradation.

Business in Slovakia

2004 shipments in Slovakia increased by 0.8% versus
2003, with second half 2004 shipments significantly
ahead of the prior year sales for the comparable period,
which were depressed following the August 2003
excise increase. In addition to the base effect,

our strong second half performance reflects strong share
gains for our main KS variants, according to research
conducted by the ACNielsen agency, our brands’ share

of total consumption for the full year 2004 increased

by 4.1 points to 58.1% in comparison with 2003.




Vyvoz

Vlyvozy na ostatni trhy se zvysily o 26,8 %.

Konsolidované financni vysledky

Trzby poklesly o 11 % na 13,1 miliardy korun,

i pres narust celkového odbytu 0 0,7 % z 22 197
na 22 343 miliond kusd, z divodu vyssiho podilu
levnych znacek a vyvozu.

Zisk pred zdanénim se snizil 0 16,8 % na 5,2 miliardy
korun, a to v dasledku poklesu trzeb. Tento trend

svv7s

v/v.

pokracujicim posilovanim ceské koruny vadi
americkému dolaru a euru.

Konsolidovany zisk po zdanéni poklesl o 14,5 % na
3,7 miliardy korun. Tento pokles byl zplisoben vyse
uvedenymi ddvody a castecné kompenzovan snizenim
sazby dané z prijmua pravnickych osob z 31 % na 28 %.




flexibility

Exports

Exports to other markets increased by 26.8%.

Consolidated Financial Results

Sales revenues declined by 11.0% to CZK 13.1 billion,
despite a 0.7% increase in total shipments from
22,197 to 22,343 million units, mainly reflecting
geographic and product mix.

Pre-tax income decreased by 16.8% to CZK 5.2 billion
reflecting lower sales revenues only partially offset
by lower depreciation and imported materials costs
reflecting the continued strengthening of the Czech
Crown versus the US Dollar and the Euro.

Net consolidated income declined by 14.5% to

3.7 billion CZK, reflecting in addition to the pre-tax
items the corporate income tax rate decline

from 31% to 28%.
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Vstric ocekavani verejnosti
a komplexni regulace

Jednou z klicovych strategii spolecnosti Philip Morris
International, kterou sdili i Philip Morris CR a.s., je
prosazovat regulaci a reagovat na ocekéavani verejnosti.
Jsme si védomi toho, Ze oblast koureni a jeho
zdravotnich nasledkd vyvolava celou radu
opravnénych a zavaznych otazek. Jako zodpovédna
spolecnost spolupracujeme s vlddami a soucasné
prichazime s vlastnimi iniciativami na vytvoreni

a zavedeni komplexnf regulace s cilem snizit zdravotnf
dopady koureni. Nase stanovisko k témto otazkam
jsme predlozili Gradtim v Ceské a Slovenské republice
a ve vzajemném dialogu budeme pokracovat.
Komplexni regulace by zaroven pomohla vytvorit pro
nas pramysl stabilni prostredi s rovnou konkurenci,
které by umoznilo zodpovédnym vyrobcdm Gspésné
rozvijet své podnikani.

Nase hlavni aktivity, které smétuji k naplnéni
ocekavani verejnosti, se v roce 2004 tykaly prevence
kouteni mladistvych a oteviené komunikace

o zdravotnich nasledcich kouren.

Nase stanovisko je jednoznacné: déti by nemély kourit
a nemély by mit pristup k tabakovym vyrobkim.
Spolecnost Philip Morris International a jeji pobocky
celosvétové podporuji programy zamérené na zamezenf
pristupu nezletilych k cigaretdm v mistech prodeje.

I v Ceské a Slovenské republice dlouhodobé
podporujeme programy proti koureni mladistvych

a prisné dodrzovani vékové hranice pro prode;j
tabakovych produktd.

Chceme, aby lidé vedéli, ze 7adné bezpecna cigareta
neexistuje a koureni je navykové a nebezpecné.

O téchto skute¢nostech informujeme na nasich
webovych strankach www.pmintl.com, které jsou
také v Ceské a slovenské jazykové verzi. Spole¢nost
Philip Morris CR a.s. navic dobrovolné za¢ala pifmo
komunikovat prostrednictvim pribalovych letakd pod
folii krabicek nasich cigaret o zdravotnich rizicich
koureni a dalsich otazkach spojenych s tabakem.
Tato informadni iniciativa byla navic podporena
komunikaci v tisténych médiich.

\integrita
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Societal Alignment & Comprehensive
Regulation

One of the key Philip Morris International strategies
shared by Philip Morris CR a.s. is to address
regulatory and societal issues. We know that there
is an appropriate and significant concern regarding
tobacco consumption and the relationship between
tobacco consumption and disease. Working on our
own initiatives and also with governments to develop
and implement comprehensive regulation that
focuses on reducing the harms associated with
smoking is the responsible thing to do. We have
submitted to the authorities in the Czech and Slovak
Republics our positions in this respect and continue
to engage in dialogue with the authorities.
Comprehensive regulation would also help to create
an environment for this industry in which all can
compete fairly and which will give responsible
manufacturers the opportunity to pursue business
growth and success.

Our main societal alignment actions in 2004 related
to addressing the issue of youth smoking and
communicating about the health effects of smoking.

Our position is crystal clear: children shouldn’t smoke,
and they shouldn’t have access to tobacco products.
PMI and its affiliates have been supporting programs
around the world with a special focus on preventing
youth access to cigarettes at the point of sale.

In the Czech and Slovak Republics we continue

our long-standing support for youth smoking
prevention programs and for the rigorous enforcement
of age limits for the sale of tobacco products.

We want people to know that there is no safe
cigarette, and that smoking is addictive and
dangerous. These messages have been communicated
on our website - www.pmintl.com - also in Czech

and Slovak languages. In addition, Philip Morris CR a.s.
took the voluntary initiative to directly communicate
about the health effects of smoking and other tobacco
related issues through printed leaflets attached

to our cigarette packs further supported by related
print media communication.
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spolecenska zodp&védnost

Darcovstvi

Spolecnost Philip Morris International se celosvétové
snazi reagovat na otazky spojené s nasim produktem
a dlouhodobé podporuje verejné aktivity v zemich,
kde podnika.

Philip Morris CR a.s. podporuje uz od roku 2001
projekt prevence domaciho nésili zalozeny neziskovou
organizaci Bily kruh bezpeci. Prispéli jsme k zalozeni
Aliance proti domacimu nasili, kterd prosazuje prijeti
zakon na G¢innou ochranu obéti domaciho nasili.

Na Slovensku pokracovala nase spoluprace se
Slovenskou humanitni radou, kterd podporuje
zaclenéni handicapovanych lidi do spolecnosti.

Nase spolecnost i nadale podporuje uméni a kulturu,
zvlasté se zamérujeme na zptistupnovani kulturnich
aktivit handicapovanym lidem. V roce 2004 jsme se
aktivné podileli na Mezinarodnim filmovém festivalu
v Karlovych Varech a pomohli jsme zrekonstruovat
Divadelni klub v Kutné Hore.

V roce 2004 jsme zalozili Dobrocinny fond Philip
Morris CR a.s., v ramci kterého jsme finanéné podpofili
¢astkou 2,5 milionu korun 39 projektd zamérenych

na podporu spolecenského a regionalniho rozvoje.

Program Zelené mésto zaméreny na zlepseni zivotniho
prostiedi pokracoval v nékolika méstech vcetné Prahy.
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social responsibitity

Contributions

In addition to PMI‘s global efforts to address the issues
surrounding our product we have a long tradition

of supporting community initiatives in countries
where we operate.

Since 2001 Philip Morris CR a.s. has supported

a domestic violence prevention program established
by the White Circle of Safety, a non-governmental
organization, and contributed to the establishment
of the Alliance against Domestic Violence which
promotes legislation aiming at effectively protecting
the victims.

In Slovakia, we co-operate with the Humanitarian Council,
supporting the social integration of the disabled.

We remain a major supporter of arts and culture,
with a special focus on facilitating access of disabled
people to cultural events. Highlights for 2004 include
our presence at the Karlovy Vary International Film
Festival and the renovation of the Kutna Hora Theatre
in the Czech Republic.

In 2004, we established the PM Charitable Fund,
which financially supported 39 social

and regional development projects with a total
of CZK 2.5 million.

The environmental Green City project continued
in 2004 in several towns, including Prague.
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rozvoj

Budoucnost
Ceska republika

Zvysovani spotiebnich dani, které v souCasnosti ceska
vlada pripravuje na polovinu roku 2005 a zadatek roku
2006, se projevi zvysenim maloobchodnich cen cigaret.
Je pravdépodobné, 7e narlst cen povede k prechodu
konzumentd k levnéjsim produktdim a m(ize zpasobit
snizeni objem( prodeje na trhu s cigaretami.

Slovensko

Viyvoj spotrebni dané na Slovensku pro nejblizsi
obdobi zdstava nejasny. Viyrazny cenovy nérdst
zpUsobeny zvysenim dani by mohl vést k nahlému
prilivu nelegalnich produktl a snizeni objem( prodeje
na trhu s cigaretami, a to i pres usili Gradd, které
pokracuji v feseni tohoto problému za nasi pIné
podpory. Tyto cenové narGsty by navic mohly zpasobit
zvyseny prechod konzumentl k levnéjsim znackam.

Shrnuti

Budeme i nadale hledat pfilezitosti ke snizeni nakladt
pri soucasném zavadéni efektivnich strategii zamérenych
na budovani hodnotného portfolia znacek a poskytovani
produktd té nejvyssi kvality. Priprava konsolidace
procesu vyroby cigaret spoletnosti Philip Morris CR a.s.
do tovarny v Kutné Hore je ve finalni fazi. Tato udélost
bude mit dopad na zaméstnance nasi hodoninské
tovarny. Stejné jako v minulosti nebudeme brat

tuto skute¢nost na lehkou vahu a nabidneme
zaméstnanctm pomoc pii hledani dalsiho uplatnéni

a finan¢ni podporu, které prevysuje zédkonem
stanovené pozadavky, a dostojime vsem zévazkim
socialné zodpovédného a respektovaného
zaméstnavatele.




development

Outlook
Czech Republic

The excise tax increases, which are currently being
prepared for mid-2005 and early 2006 by the Czech
government, are expected to result in price increases
which are likely to result in consumer shifts towards
lower price products and may cause a contraction

of the cigarette market.

Slovakia

Short-term excise tax evolution in Slovakia remains
unclear. Significant tax driven price increases could
lead to an upsurge in the inflow of illicit products
contributing to market contraction, despite the
efforts of the authorities in addressing this issue
that continue with our full support. In addition,
they could result in increased consumer shifts

to lower-priced products.

General

We are committed to seeking opportunities

to reduce our cost base while continuing to execute
effective strategies focusing on building brand
equity and providing superior product quality.

The preparations of the strategy to consolidate
Philip Morris CR’s cigarette manufacturing processes
in the Kutna Hora factory are in the final stages.
This consolidation would impact our Hodonin
factory employees - as in the past - we would

not take this lightly, providing financial

and outplacement support beyond the legal
requirements and fulfilling our obligations

as a socially-responsible and respectful employer.




predvidavost

Proziravost a varovna stanoviska

Cas od ¢asu mizeme pronést Gstni nebo poskytnout
pisemna vyjadreni a predpovédi o nasi budoucnosti,
veetné vyjadreni uvedenych v dokumentech
dorucovanych Komisi pro cenné papiry nebo jingm
Graddm, ve zpravach nasim akcionaram, v tiskovych
prohlasenich nebo ve zpravach pro investory na
internetu. Tato vyjadrent Ize charakterizovat slovy
strategie, oCekavani, vyvoj, plany, predpovédi, domnénky,
postoje, odhady, mysly, projekty, cile, zaméry,

nebo jinymi slovy podobného vyznamu. Tato vyjadrent
Ize soucasné identifikovat tim, Ze se nevztahuji vyluc¢né
na historické nebo soucasné skutecnosti.

Nem(zZeme zarudit, e jakékoli vyjadreni tykajici

se budoucnosti se skuteéné naplni, ackoliv se
domnivame, Ze jsme v nasich planech a predpovédich
obezretni. Dosazeni budoucich Uspécht je rizikové

a nejisté a podléha nepresnosti predpokladd. Skutecné
vysledky se mohou lisit od téch predpokladanych,
predpovidanych nebo navrhovanych, a to v pfipadé,
7e nastanou zndma nebo v soucasnosti neznama rizika
a nejistoty, nebo 7e se vychozi predpoklady ukézi jako
nepresné. Investofi by tato rizika méli mit na paméti
pri posuzovani prognoz a pfi zvazovani, zda investovat
nebo drzet akcie spole¢nosti Philip Morris CR a.s.




anticipation

Forward-Looking and Cautionary Statements

We may from time to time make written or oral
forward-looking statements, including statements
contained in filings with the Czech Securities
Commission or other authorities, in reports

to shareholders and in press releases and investor
webcasts. You can identify these forward-looking
statements by use of words such as “strategy”,
“expects”, “continues”, “plans”, “anticipates”,
“believes”, “will”, “estimates”, “intends”,
“projects”, “goals”, “targets” and other words

of similar meaning. You can also identify

them by the fact that they do not relate strictly
to historical or current facts.

» e

We cannot guarantee that any forward-looking
statement will be realized, although we believe

we have been prudent in our plans and assumptions.
Achievement of future results is subject to risks,
uncertainties and inaccurate assumptions. Should
known or unknown risks or uncertainties materialize,
or should underlying assumptions prove inaccurate,
actual results could vary materially from those
anticipated, estimated or projected. Investors should
bear this in mind as they consider forward-looking
statements and whether to invest in or remain
invested in Philip Morris CR a.s. securities.
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Graeme Davidson
predseda predstavenstva

Zprava dozorci rady

Dozorc¢i rada vyvijela svou ¢innost v souladu

s ¢lankem 17 Stanov spolecnosti. V pribéhu celého
roku dozoréi rada sledovala a hodnotila vyvoj

a vedenf obchodni ¢innosti spolecnosti a zvlastni
pozornost vénovala jeji financnf situaci.

Dozorc¢i rada byla béhem roku pIné informovana

o prijimanych finan¢nich opatrenich a rovnéz
kontrolovala investi¢ni vydaje v souvislosti

s rozpoc¢tem a harmonogramem jejich uskutecniovani.
Dozorc¢i rada potvrzuje, ze veskeré projekty byly pIné
oddvodnéné s ohledem na soucasné a budouci
potreby spolecnosti.

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

Nicklas Blomqvist
¢len predstavenstva

Dozor¢i rada s potésenim sdéluje, ze je plné spokojena
s obchodnimi aktivitami spolecnosti a jejiho vedenti,
jakoz i s ekonomickymi vysledky spolecnosti.

Dozorci rada prezkoumala konsolidovanou Géetni
z&vérku za rok 2004, Gcetni zavérku za rok 2004,
véetné auditorskych zprav a navrh na rozdélenf zisku.
Konstatuje, Ze je s vysledky prezkoumani spokojena

a 7e predlozené dokumenty byly vyhotoveny v souladu
s pravnimi predpisy a se stanovami spole¢nosti.

Na zékladé toho dozor¢i rada doporucuje, aby vyroéni
valnd hromada schvalila konsolidovanou Géetni
zavérku a Géetni zavérku a navrhované rozdéleni zisku.

S

Mats Sjoeblom
predseda dozoréi rady




commitment

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

April 1, 2005

et
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Graeme Davidson
Chairman of the Board of Directors

Report of the Supervisory Board

The Supervisory Board conducted its activities

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

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

as the financial situation of the Company.

The Supervisory Board was fully advised throughout
the year of the financial controls in place, and also
reviewed the progress of capital expenditure projects
against budgets and timetables for their
implementation. The Supervisory Board is able

to confirm that all projects are fully justified in terms
of the Company’s current and future needs.

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

Nicklas Blomqvist
Member of the Board of Directors

The Supervisory Board is pleased to report

its complete satisfaction with the business activities
of the Company and its Management, and the financial
results of the Company.

The Supervisory Board reviewed the 2004 Consolidated
Financial Statements and the 2004 Financial
Statements of the Company, including the auditors’
reports, and the proposal for the distribution of profits.
The Supervisory Board states that the submitted
document have been prepared in compliance

with the laws and the Articles of Association of the
Company. It is therefore recommended that the
Consolidated Financial Statements and the Financial
Statements, together with the proposed distribution

of profits, be approved by the Annual General Meeting.

a?; Za
Mats Sjoeblom
Chairman of the Supervisory Board
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consolidated financial results
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vyro¢ni zprava 2004 | konsolidované financni vysledky

Konsolidovana rozvaha

ke dni 31. 12. 2004 (v celych tisicich K&)

AKTIVA 31. 12. 2004 31. 12. 2003
Aktiva celkem 17 514 032 19573 414
Stala aktiva 2 678 229 2905 817
Dlouhodoby nehmotny majetek 34 387 39 226
Software 29 049 32 690
Nedokonceny dlouhodoby nehmotny majetek 5 338 6 536
Dlouhodoby hmotny majetek 2 643 667 2 866 416
Pozemky 28 009 28 009
Stavby 941 630 999 529
Samostatné movité véci a soubory movitych véci 1598 874 1699 978
Jiny dlouhodoby hmotny majetek 217 217
Nedokoncéeny dlouhodoby hmotny majetek 74 937 106 267
Poskytnuté zalohy na dlouhodoby hmotny majetek 0 32 416
Dlouhodoby finanéni majetek 175 175
Podily v Ucetnich jednotkéch pod podstatnym vlivem 175 175
Obézna aktiva 14 810 228 16 654 736
Zasoby 4 297 993 6 116 315
Material 1860 345 3563 875
Nedokoncéené vyroba a polotovary 345 839 205 506
Vyrobky 2 057 779 2 066 639
Zbozi 34 030 280 295
Dlouhodobé pohledavky 1095 2 395
Pohledévky z obchodnich vztaht 692 1488
Dlouhodobé poskytnuté zélohy 403 907
Kratkodobé pohledavky 9 852 946 10 242 447
Pohledévky z obchodnich vztaht 562 435 497 518
Pohledavky — ovladajici a ridici osoba 7 636 148 7644 917
Stat - danové pohledéavky 1561919 1995 771
Kratkodobé poskytnuté zélohy 21182 17 186
Dohadné Gcty aktivni 23 934 72 769
Jiné pohledéavky 47 328 14 286
Kratkodoby finanéni majetek 658 194 293 579
Penize 1 466 2015
Uéty v bankéch 656 728 291 564
Casové rozligeni 25575 12 861
Néklady pristich obdobi 25575 12 191
Prijmy pristich obdobi 0 670
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Consolidated Balance Sheet

at December 31, 2004 (in K& 000’s)

ASSETS 31. 12. 2004 31. 12. 2003
Total Assets 17 514 032 19 573 414
Fixed Assets & Investments 2678 229 2 905 817
Intangible Fixed Assets 34 387 39 226
Software, net 29 049 32 690
CIP - Intangible Fixed Assets 5338 6 536
Tangible Fixed Assets 2 643 667 2 866 416
Land 28 009 28 009
Constructions, net 941 630 999 529
Machinery & Equipment, Furniture & Fixtures, net 1598 874 1699 978
Other Tangible Fixed Assets 217 217
CIP - Tangible Fixed Assets 74 937 106 267
Advance Payments for Tangible Fixed Assets 0 32 416
Long-Term Financial Investments 175 175
Other Investments with Significant Influence 175 175
Current Assets 14 810 228 16 654 736
Inventories 4 297 993 6 116 315
Materials 1860 345 3 563 875
Work-in-Progress 345 839 205 506
Finished Goods 2 057 779 2 066 639
Goods for Resale 34 030 280 295
Long-Term Receivables 1095 2 395
Accounts Receivable — Trade 692 1488
Long-Term Advance Payments 403 907
Short-Term Receivables 9 852 946 10 242 447
Accounts Receivable — Trade 562 435 497 518
Receivables from Related Parties 7 636 148 7644 917
Tax Receivables 1561 919 1995 771
Short-Term Advance Payments 21182 17 186
Unvouchered Receivables 23 934 72 769
Accounts Receivable - Other 47 328 14 286
Cash 658 194 293 579
Cash on Hand / In Transit 1 466 2 015
Cash at Banks 656 728 291 564
Other Assets 25 575 12 861
Prepaid expenses 25575 12 191
Deferred Revenues 0 670
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Konsolidovana rozvaha

ke dni 31. 12. 2004 (v celych tisicich K&)

PASIVA 31. 12. 2004 31. 12. 2003
Pasiva celkem 17 514 032 19 573 414
Vlastni kapital 11 189 514 11 761 936
Zakladni kapital 2 745 386 2 745 368
Zékladni kapitél 2 745 386 2 745 386
Vlastni akcie a vlastni obchodni podily 0 -18
Kapitalové fondy 2 327 534 2317 439
Emisn{ 4zio 2 335 235 2 335 235
Ostatni kapitalové fondy 425 425
Ocenovaci rozdily z precenéni majetku a zévazkd -8 126 -18 221
Zakonny rezervni fond 550 867 550 869
Nerozdéleny zisk minulych let 1825 977 1772 652
Vysledek hospodaieni bé&zného Gé&. obdobi (+/-) 3739 750 4 375 608
Mensinovy vlastni kapital 1101 8 458
Cizi zdroje 6 266 059 7753 176
Rezervy 1547 319 1994 281
Rezerva na dan z prijmd 1546 121 1987 484
Ostatni rezervy 1198 6 797
Dlouhodobé zavazky 188 397 244 986
Odlozeny danovy zévazek 188 397 244 986
Kratkodobé zavazky 4 530 343 5513 909
Zéavazky z obchodnich vztah 452 739 548 219
Zévazky - ovladajici a fidici osoba 500 2 659
Zavazky ke spolecnikdm, ¢lentm druzstva a k Gcastnikdm rizenf 10 987 7 506
Zéavazky k zaméstnancim 37 917 37 061
Zévazky ze socialniho zabezpedeni a zdravotniho pojisténi 30 604 30 059
Stat - danové zavazky a dotace 938 015 395 537
Kratkodobé prijaté zalohy 5090 26 392
Dohadné Gcty pasivni 219 709 82077
Jiné zavazky 2 834 782 4 384 399
Casové rozliseni 57 358 49 844
Vydaje pristich obdobf 49 066 44 924
Vynosy pristich obdobi 8 292 4 920
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Consolidated Balance Sheet

at December 31, 2004 (in K& 000’s)

LIABILITIES & EQUITY 31. 12. 2004 31. 12. 2003
Total Liabilities & Equity 17 514 032 19573 414
Equity 11 189 514 11 761 936
Common Stock 2 745 386 2 745 368
Registered Capital 2 745 386 2 745 386
Treasury Stock 0 -18
Capital Funds 2 327 534 2 317 439
Common Stock Paid-in Capital 2 335 235 2 335 235
Other Capital Funds 425 425
Gains (+) / Losses () from Revaluation of Assets and Liabilities -8 126 -18 221
Statutory Reserve Fund 550 867 550 869
Profit from Previous Years 1825 977 1772 652
Net Income for Year 3739 750 4 375 608
Equity of Minority Interest 1101 8 458
Total Liabilities 6 266 059 7 753 176
Provisions 1547 319 1994 281
Provision for Income Tax 1546 121 1987 484
Other Provisions 1198 6 797
Long-Term Liabilities 188 397 244 986
Deferred Tax Liability 188 397 244 986
Current Liabilities 4 530 343 5513 909
Accounts Payable — Trade 452 739 548 219
Payables to Related Parties 500 2 659
Dividends Payable 10 987 7 506
Payables to Employees 37 917 37 061
Payables to Social Security & Health Insurance 30 604 30 059
Due to State — Taxes and Subsidies 938 015 395 537
Short-Term Advance Payments Received 5090 26 392
Accounts Payable - Unvouchered 219 709 82 077
Accounts Payable — Other 2 834 782 4 384 399
Other Liabilities 57 358 49 844
Accrued Expenses 49 066 44 924
Deferred Revenues 8 292 4 920
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Konsolidovany vykaz zisku a ztraty

za rok konéici 31. 12. 2004 (v celych tisicich K&)

2004 2003
Trzby za prodej zbozi 192 796 1065 447
Néklady vynaloZené na prodané zbozi -136 191 -744 148
Obchodni marze 56 605 321 299
Vykony 12 815 279 13 829 019
Trzby za prodej vlastnich vyrobkd a sluzeb 12 946 027 13 702 975
Zména stavu zasob vlastni vyroby -145 684 111 514
Aktivace 14 936 14 530
Vykonova spotreba -6 036 948 -6 345 537
Spotreba materialu a energie -3 779 714 -4 048 815
Sluzby -2 257 234 -2 296 722
Pfidana hodnota 6 834 936 7804 781
Osobni naklady -1 091 624 -1 016 649
Dané a poplatky -3 842 -4 685
Odpisy dlouhodobého nehmotného a hmotného majetku -452 285 -463 953
Trzby z prodeje dlouhodobého majetku 41 908 22 880
Trzby z prodeje materialu 37 555 59 150
Trzby z prodeje dlouhodobého majetku a materialu 79 463 82 030
Zstatkové cena prodaného dlouhodobého majetku -98 778 -15 993
Prodany materiél -92 207 -90 976
Zistatkova cena prodaného dlouhodobého majetku a materialu -190 985 -106 969
Zména stavu rezerv a opravnych polozek
v provozn{ oblasti, vynos (+) / néklad (-) 22 506 21 407
Ostatni provozni vynosy 49 194 70 599
Ostatni provozni naklady -235 132 -308 290
Provozni vysledek hospodareni 5012 231 6 078 271
Vynosové Groky 180 761 185 364
Nakladové Groky -745 -792
Finan¢ni vynosy 103 244 88 764
Finan¢ni naklady -66 032 -65 052
Finanéni vysledek hospodareni 217 228 208 284
Dan z prijmd za béznou ¢innost — splatna -1 549 329 -2 004 624
Dan z prjmu za béznou &innost - odlozena 60 522 93 834
Dan z pfijmi za béZnou ¢innost -1 488 807 -1910 790
Vysledek hospodareni za G&etni obdobi (+/-) 3 740 652 4 375 765
z toho:
Hospodarsky vysledek bézného Ucetniho obdobi
bez mensinovych podild 3 739 750 4 375 608
Mensinovy hospodérsky vysledek bézného Gcetniho obdobi 902 157
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Consolidated Income Statement

for the Year Ended December 31, 2004 (in K& 000’s)

2004 2003
Revenues from Sale of Purchased Goods 192 796 1065 447
Cost of Trade Purchases -136 191 -744 148
Margin 56 605 321 299
Sales of Production 12 815 279 13 829 019
Revenues from Sale of Manufactured Products 12 946 027 13 702 975
Change in Inventory of Manufactured Products -145 684 111 514
Capitalisation 14 936 14 530
Cost of Sales -6 036 948 -6 345 537
Usage — Material & Utilities 3779 714 -4 048 815
Purchased Services -2 257 234 -2 296 722
Value Added 6 834 936 7 804 781
Total Labour Costs -1 091 624 -1 016 649
Taxes and Fees -3 842 -4 685
Depreciation & Amortisation -452 285 -463 953
Revenue from Sale of Fixed Assets 41 908 22 880
Revenue from Sale of Materials 37 555 59 150
Revenue from Sale of Fixed Assets & Materials 79 463 82 030
Cost of Fixed Assets Sold 98 778 -15 993
Cost of Materials Sold -92 207 -90 976
Cost of Fixed Assets & Materials Sold -190 985 -106 969
Change in Provisions and Reserves for Operating Liabilities
and Charges Income (+) / Expense (- 22 506 21 407
Other Operating Revenues 49 194 70 599
Other Operating Expenses -235 132 -308 290
Operating Profit 5012 231 6 078 271
Interest Income 180 761 185 364
Interest Expense =745 -7192
Financial Income 103 244 88 764
Financial Expense -66 032 -65 052
Profit from Financial Operations 217 228 208 284
Income Tax on Ordinary Income — Payable -1 549 329 -2 004 624
Income Tax on Ordinary Income - Deferred 60 522 93 834
Tax on Income on Ordinary Activities -1 488 807 -1 910 790
Net Income for Year 3 740 652 4 375 765
from that:
Net Income for Year without Share of Minority Interest 3 739 750 4 375 608
Net Income for Year of Minority Interest 90?2 157
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Konsolidovany prehled o penéznich tocich

za rok konéici 31. prosince 2004 (v celych tisicich K&)

2004 2003
Stav penéznich prostiedkd na zacatku ucetniho obdobi 293 579 417 969
Ugetni zisk z bé&Zné &innosti pred zdanénim 5 229 459 6 286 555
Upravy o nepenéini operace 306 633 243 439
Odpisy stalych aktiv 452 285 463 953
Zména stavu opravnych polozek a rezerv -22 506 -29 055
Ztrata (+) / zisk (-) z prodeje stalych aktiv 56 870 -6 887
Vylctované nakladové a vynosové Uroky -180 016 -184 572
Cisty penéZni tok z provozni &innosti pred zdanénim,
zménami pracovniho kapitalu a mimoradnymi polozkami 5 536 092 6 529 994
Zmény stavu nepenéznich slozek pracovniho kapitalu 1031 048 -568 423
Zména stavu pohledévek z provozni ¢innosti,
aktivnich Gc¢th ¢asového rozliseni a dohadnych (¢t aktivnich 129 495 -1 196 616
Zména stavu zavazk( z provozni ¢innosti,
pasivnich Gétd éasového rozliseni a dohadnych G¢th pasivnich -920 603 2 759 834
Zména stavu zasob 1822 156 -2 131 641
Cisty penézni tok z provozni &innosti pted zdanénim
a mimoradnymi polozkami 6 567 140 5961 571
Vyplacené Groky s vyjimkou kapitalizovanych dGrokd -745 -768
Prijaté Groky 214 074 267 740
Zaplacené dan z prijma za béznou dinnost
a domeérky dané za minula obdobfi -1817 076 -2 051 826
Cisty penézni tok z provozni &innosti 4 963 393 4176 717
Vydaje spojené s porizenim stalych aktiv -311 942 -355 868
Prijmy z prodeje stalych aktiv 41 908 22 880
Cisty penézni tok vztahujici se k investi¢ni &innosti -270 034 -332 988
Zména stavu dlouhodobych a kratkodobych zavazkd 3481 3278
Vyplacené dividendy -4 332 225 -3 971 397
Cisty penézni tok vztahujici se k finanéni &innosti -4 328 744 -3968 119
Cisté zvySeni resp. sniZeni penéZnich prostiedka 364 615 -124 390

Stav penéinich prostiedkd a penéznich ekvivalenti
na konci uéetniho obdobi 658 194 293 579
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Consolidated Cash Flow Statement

for the Year Ended December 31, 2004 (in K& 000’s)

2004 2003
Cash and cash equivalents at the beginning of the year 293 579 417 969
Net profit on ordinary activities before tax 5229 459 6 286 555
Adjustment for non-cash transactions 306 633 243 439
Depreciation & amortization 452 285 463 953
Change in provisions -22 506 -29 055
Loss (+) / profit (-) from disposal of fixed assets 56 870 -6 887
Net interest income -180 016 -184 572
Net cash flows from ordinary activities before tax,
changes in working capital and extraordinary items 5536 092 6 529 994
Working capital changes 1031 048 -568 423
Decrease (+) / increase (-) in receivables and prepayments 129 495 -1 196 616
Decrease (-) / increase (+) in short term payables and accruals -920 603 2 759 834
Decrease (+) / increase (-) in inventories 1822 156 -2 131641
Net cash flows from ordinary activities before tax
and extraordinary items 6 567 140 5961571
Interest paid =745 -768
Interest Received 214 074 267 740
Income tax on ordinary activities paid -1817 076 -2 051 826
Net cash flows from ordinary activities 4 963 393 4176 717
Acquisition of fixed assets -311 942 -355 868
Proceeds from sale of fixed assets 41 908 22 880
Net cash flows from investing activities -270 034 -332 988
Change in long and short-term liabilities 3481 3278
Dividends paid -4 332 225 -3 971 397
Net cash flows from financing activities -4 328 744 -3968 119
Net increase (+) / decrease (-) in cash and cash equivalents 364 615 -124 390
Cash and cash equivalents at the end of the year 658 194 293 579
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Konsolidovany prehled o zménach vlastniho kapitalu

za rok konéici 31. prosince 2004 (v celych tisicich K&)

2004 2003 2002
Zakladni kapital
Pocate¢ni zUstatek k 1. 1. 2 745 386 2 745 386 2 745 386
Pohyby v pribéhu roku 0 0 0
Konecny zlstatek k 31. 12. 2 745 386 2 745 386 2 745 386
Vlastni akcie
Pocatecni zastatek k 1. 1. -18 -18 -18
Pohyby v pribéhu roku 18 0 0
Koneény zastatek k 31. 12. 0 -18 -18
Emisni &zio
Pocate¢ni zUstatek k 1. 1. 2 335 235 2 335 235 2 335 235
Pohyby v pribéhu roku 0 0 0
Konecny zastatek k 31. 12. 2 335 235 2 335235 2 335235
Rezervni fondy
Pocatecni zastatek k 1. 1. 550 869 550 789 550 979
Pohyby v pribéhu roku 0 0 0
Kurzové rozdily -2 80 -190
Koneény zastatek k 31. 12. 550 867 550 869 550 789
Kapitalové fondy
Pocatecni zlstatek k 1. 1. 425 425 425
Pohyby v pribéhu roku 0 0 0
Kone¢ny zastatek k 31. 12. 425 425 425
Rozdily z precenéni nezahrnuté do vysledku hospodareni
Pocate¢ni zUstatek k 1. 1. -18 221 -8 126 0
Ocenovaci rozdily z precenéni na redlnou hodnotu
- u finan¢nich derivat 10 095 -10 095 0
- u investic 0 0 -8 126
Koneény zastatek k 31. 12. -8 126 -18 221 -8 126
Nerozdélené zisky
Pocate¢ni zUstatek k 1. 1. 6 148 260 5 715 304 4988 995
Vysledek hospodareni za Ucetni obdobf 3 739 750 4 375 608 4 125 833
Vyplacené dividendy -4 332 225 -3 975 319 -3 404 279
Odmény ¢lentdm dozordi rady -120 -110 -110
Prevod nevyzvednutych dividend 992 645 4 652
Prevod do z&vazk( vacdi zaméstnancdm Dceriné spolecnosti -786 -6 690 -4 913
Kurzové rozdily 9 856 38 822 5126
Koneény zastatek k 31. 12. 5565 727 6 148 260 5715 304
Vlastni kapital celkem 11 189 514 11 761 936 11 338 995
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Consolidated Changes in Equity for the Year

Ended December 31, 2004 (in K& 000’s)

2004 2003 2002
Common stock
Balance at 1. 1. 2 745 386 2 745 386 2 745 386
Movements during the year 0 0 0
Balance at 31. 12. 2 745 386 2 745 386 2 745 386
Treasury stock
Balance at 1. 1. -18 -18 -18
Movements during the year 18 0 0
Balance at 31. 12. 0 -18 -18
Common stock paid-in capital
Balance at 1. 1. 2 335 235 2 335235 2 335 235
Movements during the year 0 0 0
Balance at 31. 12. 2 335 235 2 335 235 2 335 235
Statutory reserve fund
Balance at 1. 1. 550 869 550 789 550 979
Movements during the year 0 0 0
Currency translation -2 80 -190
Balance at 31. 12. 550 867 550 869 550 789
Other capital funds
Balance at 1. 1. 425 425 425
Movements during the year 0 0 0
Balance at 31. 12. 425 425 425
Assets and liabilities revaluation
Balance at 1. 1. -18 221 -8 126 0
Fair value gain / (losses)
- financial derivates 10 095 -10 095 0
- financial investments 0 0 -8 126
Balance at 31. 12. -8 126 -18 221 -8 126
Retained earnings
Balance at 1. 1. 6 148 260 5 715 304 4988 995
Net profit for current year 3 739 750 4 375 608 4 125 833
Dividends paid -4 332 225 -3 975319 -3 404 279
Supervisory Board members fee -120 -110 -110
Forfeited dividends 992 645 4 652
Transfer to Liabilities to Employees of the Subsidiary -786 -6 690 -4 913
Currency translation 9 856 38 822 5 126
Balance at 31. 12. 5 565 727 6 148 260 5715 304
Total equity at 31. 12. 11 189 514 11 761 936 11 338 995
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Priloha ke konsolidované Géetni zavérce

k 31. 12. 2004

I. OBECNE UDAJE
1. Popis Skupiny

Konsolidovanou t&etni zavérku sestavuje Philip Morris CR a.s. (dale ,Spole¢nost®) se sidlem Vitézna 1, Kutna Hora,

Ceska republika. Skupina se zabyva zejména vyrobou, prodejem, distribuci a marketingem tabakovych vyrobka.

Do konsolidaéniho celku (dale ,Skupina“) byla vedle Spoleénosti, kterd je matefskou spolednosti, zahrnuta spolednost
Philip Morris Slovakia s.r.o. se sidlem Racianska 44, Bratislava, Slovenské republika (dale ,Dcefina spole¢nost®). Spole&nost
vlastni 99 % podil v Dceriné spoleénosti, ktery k 31. 12. 2004 predstavuje 22 770 tis. Sk, ekvivalent 17 904 tis. K¢,
z celkového zékladniho kapitalu 23 000 tis. Sk, ekvivalent 18 085 tis. K&.

2. Zakladni vychodiska pro vypracovani konsolidované Géetni zavérky

Konsolidované podniky s rozhodujicim vlivem jsou ty, v nichz mé Spole¢nost bud primo nebo neprimo podil vice nez
poloviny hlasovacich prév nebo jinak vykonava kontrolu nad jejich chodem. Konsolidovana Gcetni zavérka k 31. 12. 2004
je sestavena v souladu se zakonem o G&etnictvi a piislusnou legislativou Ceské republiky, na zakladé G&etnich zavérek
Spole¢nosti a Dceriné spole¢nosti k 31. 12. 2004 s pouzitim metody pIné konsolidace, pfimym zplsobem, na zakladé
historickych cen. VSechny transakce v rdmci konsolidovanych spoleé¢nosti, zGstatky a nerealizované zisky a ztraty na
transakcich mezi konsolidovanymi spole¢nostmi, se vylucuji. V nezbytnych pripadech se pro zajisténi souladu s postupy

pouzivanymi Skupinou zménily etni postupy pro Dcefinou spolec¢nost. Samostatné je vykazovan mensinovy podil.

Ugetni zavérka Dcefiné spolednosti k 31. 12. 2004 je prepoditana na Seské koruny kursem Ceské narodni banky platnym
ke dni uzavirani Géetnich knih Spole¢nosti, tj. k 31. 12. 2004.

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

Pri zpracovéani konsolidované Gcetni zavérky za rok 2004 pouzila Skupina nésledujici Géetni zasady a zpUsoby ocenovéni:
a) Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek porizeny koupi je G¢tovan v porizovaci cené. Dlouhodoby nehmotny majetek vytvoreny
vlastni ¢innosti je ocenén vlastnimi néklady bezprostredné souvisejicimi s vytvorenim tohoto majetku, nebo reprodukéni
porizovaci cenou, je-li nizsi. Dlouhodoby nehmotny majetek s cenou pofizeni nad 60 tis. K& je odepisovdn metodou
rovnomérnych odpist po dobu 3 - 5 let. Nehmotny majetek s cenou do 60 tis. K& (,drobny nehmotny majetek”) se Gétuje

pri potizeni v pIné vysi primo do nakladd.
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Notes to Consolidated Financial Statements

at December 31, 2004

I. GENERAL INFORMATION
1. Group Description

The consolidated financial statements are compiled by Philip Morris CR a.s. (“the Company”) with its registered office
at Vitézna 1, Kutna Hora, Czech Republic. The Company’s main business is the production, sale, distribution and marketing

of tobacco products.

The Consolidated Group (“the Group”) comprises the Company and its subsidiary Philip Morris Slovakia s.r.o. with its
registered office in Bratislava, Radianska 44, Slovak Republic (“the Subsidiary“). The Company has a 99% interest
in the Subsidiary representing Sk 22 770k (equivalent to K& 17 904k) of the registered capital of Sk 23 000k (equivalent
to K& 18 085k) at December 31, 2004.

2. Basis for preparation of Consolidated Financial Statements

Subsidiary undertakings, which are those companies in which the Group, directly or indirectly, has an interest of more
than one half of the voting rights or otherwise has power to exercise control over the operations, are consolidated.
The consolidated financial statements at December 31, 2004 have been prepared in accordance with the Act on Accounting
and supporting accounting legislation, valid in the Czech Republic, based on the financial statements of the Company
and its Subsidiary at December 31, 2004 in a direct manner using the acquisition accounting method based on the historic
cost convention. All intercompany transactions, balances and unrealized surpluses and deficits on transactions between
group companies have been eliminated. Where necessary, accounting policies for the Subsidiary are changed to ensure

consistency with the policies adopted by the Group. Separate disclosure is made of minority interest.

The exchange rate of the Czech National Bank at December 31, 2004 was used for the conversion of the Subsidiary’s

financial statements at December 31, 2004 to Czech crowns.
3. Explanation added for English translation

This English version is a translation of the original Czech version.

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

The main accounting principles and valuation methods applied by the Group in preparing the 2004 consolidated

financial statements were as follows:

a) Intangible fixed assets

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

assets”) are expensed in the year of acquisition.
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b) Dlouhodoby hmotny majetek

(i) Uéetni hodnota

Dlouhodoby hmotny majetek pofizeny koupf je Gétovén v porizovaci cené, kterd zahrnuje cenu porizeni a néklady s tim
spojené (néklady na dopravu, clo a monta? apod.). Dlouhodoby hmotny majetek vytvorFeny vlastni innostf je ocenén
vlastnimi néklady bezprostredné souvisejicimi s vytvorenim tohoto majetku, nebo reprodukéni porizovaci cenou, je-li nizsi.
Vydaje na rozsireni, modernizaci a inovaci vedouci ke zvySené produktivité, kapacité nebo efektivnosti, ¢i k prodlouzent
Yivotnosti aktiv jsou aktivovany. Hmotny majetek s cenou do 60 tis. K& (,drobny hmotny majetek) se Gétuje pfi jeho

porizeni primo do nakladd. Néklady na opravy a udrzovéani se ¢tuji do nékladd v obdobf, v némz vznikly.

(ii) Odpisovy plan
Skupina odpisuje dlouhodoby majetek rovhomérné na zakladé ro¢nich odpisovych sazeb vychazejicich z nasledujiciho
odhadu doby Zivotnosti (v letech):

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

Pozemky a umélecka dila nejsou odepisovany.

c) Ostatni dlouhodobé cenné papiry

Kotované i nekotované realizovatelné cenné papiry jsou ocenény reédlnou hodnotou.
d) Zasoby

Nakoupené zasoby (material a zboZi) jsou ocenény skuteénou pofizovaci cenou. Pofizovaci cena zdsob zahrnuje cenu
pofizeni a ostatni naklady souvisejici s pofizenim (doprava, clo apod.). V hodnoté& tabakovych nélepek, nedokon&ené
vyroby, hotovych vyrobk( a nakupovaného zbozi je zahrnuta i spotiebni dan. Hodnota nedokoncené vyroby a hotovych
vyrobkd zahrnuje primé materiélové naklady a vyrobni rezii. Vyrobni rezie zahrnuje predevsim mzdy, odpisy, spotrebu

energii, naklady na opravy a udrzovani apod. VétSina materialovych zésob je ocenéna v priimérnych cenach.
e) Pohledavky

Pohledavky jsou vykézany v jejich nominéini hodnoté. K pochybnym pohledavkam se vytvari opravné polozka. Pokud je

pohledavka identifikovana jako nedobytné, je odepséana.

f) Finanéni derivaty

Pro Gcely Fizeni kursovych rizik spojenych s nékterymi pevnymi zavazky a ocekévanymi transakcemi Skupina pouziva
finanéni derivatové néastroje. Finanéni derivéty jsou prvotné zachyceny v porizovaci cené a néasledné jsou precenény na
redlnou hodnotu k datu Gcetni zavérky. Skupina pouziva derivatové finanéni néastroje k ekonomickému zajisténi svych
transakci. Pro GCely G&etnictvi Skupina ¢lenf derivatové finanéni néstroje na derivaty k obchodovéani a derivaty zajistovaci.
Zajistovaci derivéty zajistuji bud reédlnou hodnotu aktiv a zadvazkd, nebo budouci penézni toky. Skupina Gctuje o derivatech
jako o zajistovacich derivatech v pripadé, kdy jsou spinéna kritéria pro pouziti zajistovaciho Gcetnictvi tykajici se pozadované

dokumentace a Gc¢innosti zajistént.
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b) Tangible fixed assets

(i) Carrying value

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

usually expensed as incurred.

(ii) Depreciation Plan

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

Constructions 15 - 25
Machinery and equipment 8 - 15
IT equipment 3 - 5
Vehicles 3 -

Furniture and fixtures 3 - 10

Land and works of art are not depreciated.

c) Long-term financial investments

Listed and unlisted trading securities are recorded at fair value.
d) Inventories

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

is determined on the basis of moving average cost.
e) Receivables

Receivables are carried at their nominal value. Allowances are created for receivables due from debtors when collection
is considered doubtful. Upon determining a receivable is uncollectible and ceasing collection efforts, the receivables are

written-off and the allowance is eliminated.

f) Derivative financial instruments

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

provided that qualifying criteria in relation to documentation and hedge effectiveness are met.
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Zmény realnych hodnot finanénich derivatd, které jsou oznaceny za G¢inné zajisténi budoucich penéznich tokl souvisejicich
s pevnymi zévazky a ocekdvanymi transakcemi, jsou zachyceny primo ve vlastnim kapitalu. Hodnoty zachycené ve vlastnim
kapitélu jsou rozpoustény do vykazu zisku a ztraty ve stejném obdobi, ve kterém piislugna zajisténa polozka (aktivum,
zdvazek nebo predpokladand transakce) ovlivni gisty hospodatsky vysledek. V ptipadé, Ze zajisténa polozka vyusti
v zalctovani aktiva nebo zavazku, jsou v okamziku zalGctovéani aktiva nebo zévazku souvisejici zisky nebo ztraty, které
byly drive vykazany v rdmci vlastniho kapitélu, zahrnuty do prvotniho ocenéni daného aktiva nebo zavazku. Zmény reélnych
hodnot finan¢nich derivatd, které nespliuji podminky pro Gc¢tovani o zajisténi, jsou zaldtovany do vykazu zisku a ztraty

v obdobi, ve kterém jsou zaznamenény.

Skupina prestane Gctovat o zajisténi v pripadé, Ze vyprsi doba platnosti zajistovaciho néstroje nebo je tento zajistovaci
néstroj prodan, ukoncen nebo realizovén, nebo pokud jiz nesplriuje kritéria pro Gétovani o zajisténi. PFi zajisténi budoucich
penéznich tokd jsou jakékoliv kumulativni zisky nebo ztraty souvisejici se zajistovacim néstrojem evidované v rémci
vlastniho kapitélu nadéle zachyceny ve vlastnim kapitélu az do doby, nez dojde k realizaci ocekavané transakce. Pokud
podle ocekéavani jiz nemé k zajisténé transakci dojit, jsou Cisté kumulativni zisky nebo ztréty zatctované ve vlastnim

kapitalu prevedeny do distého hospodarského vysledku za dané obdobi.
g) Opravné polozky a rezervy

Opravné polozky k zasobédm, dlouhodobému majetku a finan¢nimu majetku ocenénému v historickych cenéach jsou
i

vytvareny v pipadech, kdy uZitna (trznf &i jina redlna) hodnota sledovaného majetku je niz&i ne? Gcetni hodnota a toto

snizeni neni trvalého charakteru.

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

vynalozit vlastni zdroje, a existuje spolehlivy odhad vyse zavazku.
h) Prepoéet operaci v cizich mé&nach

Spoleénost:

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

a ztraty z prepoctu pohledavek a zévazkd jsou Gctovany do vykazu zisku a ztraty.

Dcefinéa spole¢nost:
Majetek, penézni prostredky, pohledavky a zdvazky v cizi méné byly prepocteny na Sk kursem Slovenské narodni banky
platnym v den zalGcétovani Gcetniho pripadu. VSechny kursové zisky a ztraty z prepoctu pohledéavek a zavazkd jsou Gctovany

do vykazu zisku a ztraty.

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

vyhlasenym Ceskou narodni bankou k rozvahovému dni.
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Changes in the fair value of derivative financial instruments that are designated and effective as hedges of future cash
flows relating to firm commitments and forecasted transactions are recognized directly in equity. Amounts deferred in
equity are recognized in the income statement in the same period in which the hedged item (asset, liability or forecasted
transaction) affects net profit or loss. If the hedged item results in the recognition of an asset or a liability at the time
the asset or liability is recognized, the associated gains or losses of the derivative that had previously been recognized in
equity are included in the initial carrying value of the asset or liability. Changes in the fair value of derivative financial

instruments that do not qualify for hedge accounting are recognized in the income statement as they arise.

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

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

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

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

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

be required to settle the obligation, and a reliable estimate of the amount can be made.
h) Foreign currency transactions

The Company:

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

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

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

and liabilities are recorded in the income statement.

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

on the balance sheet day.
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i) Odlozena dan z pfijma

Odlozenéa dar se zjistuje ze vdech docasnych rozdilt mezi Gcetni ztstatkovou hodnotou aktiva nebo pasiva v rozvaze
a jejich danovou hodnotou, jako soudin vysledného doc¢asného rozdilu a sazby dané z prijma platné pro pristi obdobi, kdy
se ocekavé realizace docasnych rozdild. Odlozena danovéa pohledéavka je zaGdtovana, pokud je pravdépodobné, Ze ji bude
mozné darové uplatnit v nasledujicich Géetnich obdobich. Odlozené dan je zaGdtovana do vykazu zisku a ztraty s vyjimkou

pripadd, kdy se vztahuje k polozkam Gétovanym primo do vlastniho kapitalu. Pak je také zahrnuta do vlastniho kapitélu.
j) U&tovani naklada a vynost

Vynosy se Gétuji v okamziku, kdy jsou vyrobky dodany, nebo sluzba poskytnuta. Urokovy vynos je dasové rozlisovan na
zakladé ¢asové souvislosti dle nesplacené &asti jistiny a platné Grokové sazby. Néaklady se Gctuji ¢asové rozlisené, tj. do
obdobi s nimz vécné a ¢asové souvisi, bez ohledu na okamzik platby. Naklady, které se tykaji budoucich obdobf, jsou

Casové rozlisené ve formé naklad( pristich obdobi. Tyto néklady zahrnuji zejména néaklady na pojistné, najemné

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

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

uzavienych smluv o pronajmu. Najemné souvisejici s uzivanim téchto prostor je G¢tovéno primo do nakladd.
1) Spfiznéné osoby

Skupina povazuje svoji materskou spole¢nost a ostatni spolecnosti skupiny Altria, ¢leny predstavenstva a dozorci rady

Skupiny, osoby blizké témto osobam a spolednosti, které maji spole¢ného c¢lena vedeni se Skupinou, za spiiznéné strany.
m) Mimotadné polozky

Mimoradné polozky obsahuji vynosy a néklady z operaci zcela mimoradnych vzhledem k bézné ¢innosti Skupiny, jakoz
i vynosy a naklady z mimoradnych udalosti nahodile se vyskytujicich nebo opravy nékladd a vynost minulych let, pokud

jde o vyznamné polozky.

n) Zmény Géetnich postupll, zpGsobu ocefiovani a uspofadani polozek G&etni zavérky oproti pfedchozimu

Gucetnimu obdobi
V konsolidovanych vykazech za obdobi roku 2003 byly provedeny reklasifikace odrazejici zmény vykazd pro rok 2004.

Zmény predstavuji néasledujici polozky:

Kratkodobé pohledavky vaci spriznénym osobédm z titulu poskytnutych pajcek a Gvérd jsou k 31. 12. 2004 vykazany
v ramci Pohledéavek - ovlédajici a ridici osoba ve vysi 7 636 148 tis. K. Srovnatelny Gdaj k 31. 12. 2003 ve vysi
7 644 917 tis. K¢ byl preklasifikovan z Jinych pohledavek do fadku Pohledavky - ovladajici a Fidici osoba.

Kratkodobé zavazky vaci spriznénym osobém z titulu poskytnutych pajcek a Gvérh jsou k 31. 12. 2004 vykazény v ramci
Zévazkl - ovladajici a ridici osoba ve vysi 500 tis. K&. Srovnatelny Gdaj k 31. 12. 2003 ve vysi 2 659 tis. K& byl

,

preklasifikovan z Jinych zavazkd do radku Zavazky - ovladajici a ridici osoba.
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i) Deferred income tax

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

except when it relates to items charged or credited directly to equity, in which case the deferred tax also affects equity.
j) Recognition of revenues and expenses

Revenues are recognized when goods are delivered or when services are rendered to customers. Interest income is recognized
on an accrual basis based on the principal outstanding and at the applicable interest rate. Expenses are recognized on
an accrual basis. Expenses relating to future periods are accounted for as prepaid expenses. Prepaid expenses include
prepayments for insurance, rent and advertising.

k) Leases

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

Rent on these premises is expensed as incurred.

I) Related parties

The Group considers its parent company and other companies of the Altria group, members of its Board of Directors,
Supervisory Board, parties close to such members and companies with the same member of management
to be related parties.

m) Extraordinary items

Extraordinary items are income or expenses that arise from events or transactions that are clearly distinct from the ordinary
activities of the Group as well as income or expenses from events or transactions that are not expected to recur frequently
or regularly or income and expenses of the previous years, if they are significant.

n) Changes in the accounting procedures

The financial statements for the year ended December 31, 2003 were reclassified to reflect the changes in the financial

statements for the year ended December 31, 2004 .

Changes are as follows:

Short-term loans and borrowings provided to related parties are classified within Receivables from Related Parties
at December 31, 2004 in the amount of K& 7 636 148k. Comparative figure at December 31, 2003 in the amount of
K& 7 644 917k has been reclassified accordingly.

Short-term loans and borrowings from related parties are classified within Payables to Related Parties
at December 371, 2004 in the amount of K& 500k. Comparative figure at December 31, 2003 in the amount of K& 2 659k

has been reclassified accordingly.
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Dlouhodobé poskytnuté zalohy jsou k 31. 12. 2004 vykézany v radku Dlouhodobé poskytnuté zalohy ve vysi 403 tis. KE.
Srovnatelny Gdaj k 31. 12. 2003 ve vysi 907 tis. K¢ byl preklasifikovan z Pohledavek z obchodnich vztahd do radku
Kratkodobé poskytnuté zélohy.

Kratkodobé poskytnuté zalohy jsou k 31. 12. 2004 vykazéany v radku Kratkodobé poskytnuté zalohy ve vysi 21 182 tis. KE.
Srovnatelny Gdaj k 31. 12. 2003 ve vysi 17 186 tis. K& byl preklasifikovédn z Pohledavek z obchodnich vztaht do radku
Kratkodobé poskytnuté zélohy.

Kratkodobé prijaté zalohy jsou k 31. 12. 2004 vykézany v radku Kratkodobé prijaté zalohy ve vysi 5 090 tis. K¢. Srovnatelny
Gdaj k 31. 12. 2003 ve vysi 26 392 tis. K¢ byl preklasifikovan ze Zavazk( z obchodnich vztah( do radku Kratkodobé
prijaté zélohy.

o) Prehled o penézinich tocich (cash flow)

Prehled o penéznich tocich byl sestaven neprfimou metodu. Penézni prostredky a jejich ekvivalenty zahrnuji bankovni Géty,

penize v hotovosti a penize na cesté.
p) Nasledné udalosti

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

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

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

po datu Gcetni zavérky, jsou dopady téchto udélosti popsény v priloze, ale nejsou zahrnuty v Géetnich vykazech.
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Long-term advances paid to suppliers are classified within Long-Term Advance Payments at December 31, 2004
in the amount of K& 403k. Comparative figure at December 31, 2003 in the amount of K& 907k has been

reclassified accordingly.

Short-term advances paid to suppliers are classified within Short-Term Advance Payments at December 31, 2004
in the amount of K& 21 182k. Comparative figure at December 31, 2003 in the amount of K& 17 186k has been

reclassified accordingly.

Short-term advance payments received from customers are classified within Short-Term Advance Payments Received at
December 371, 2004 in the amount of K& 5 090k. Comparative figure at December 31, 2003 in the amount of K& 26 392k

has been reclassified accordingly.
o) Cash flow statement

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

at banks, cash on hand and cash in transit.
p) Subsequent events

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

at the balance sheet date.

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

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

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

Pohyb pofizovacich cen:

Nedokonéeny
dlouhodoby

Porizovaci cena Software nehmotny majetek Celkem
Stav k 1. 1. 2003 155 791 2721 158 512
PrirGstky / Prevody 11 250 3815 15 065
Ubytky 1473 0 1473
Kurzovy rozdil 112 0 112
Zistatek k 31. 12. 2003 165 680 6 536 172 216
Prirastky / Prevody 11 792 -1123 10 669
Ubytky 2 520 0 2 520
Kurzovy rozdil -1 =75 -76
Zlstatek k 31. 12. 2004 174 951 5338 180 289
Pohyb oprévek:
Opravky Software
Stav k 1. 1. 2003 113 429
Prirastky 20 924
Ubytky 1440
Kurzovy rozdil 77
Zistatek k 31. 12. 2003 132 990
Prirastky 15 384
Ubytky 2471
Kurzovy rozdil -1
Zistatek k 31. 12. 2004 145 902
Zastatkové hodnoty:

Nedokondéeny

dlouhodoby

Zistatkova hodnota Software nehmotny majetek Celkem
Zlstatek k 31. 12. 2003 32 690 6 536 39 226
Zistatek k 31. 12. 2004 29 049 5338 34 387

o
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lIl. SUPPLEMENTARY NOTES TO THE CONSOLIDATED BALANCE SHEET AND INCOME STATEMENT

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

Movements in acquisition costs were as follows:

Cost Software CIP Total
Balance 1. 1. 2003 155 791 2721 158 512
Additions / Transfers 11 250 3815 15 065
Disposals 1473 0 1473
Currency translation 112 0 112
Balance 31. 12. 2003 165 680 6 536 172 216
Additions / Transfers 11 792 -1123 10 669
Disposals 2 520 0 2 520
Currency translation -1 -75 -76
Balance 31. 12. 2004 174 951 5338 180 289
Movements in accumulated amortization were as follows:

Accumulated Amortization Software
Balance 1. 1. 2003 113 429
Additions 20 924
Disposals 1440
Currency translation 77
Balance 31. 12. 2003 132 990
Additions 15 384
Disposals 2471
Currency translation -1
Balance 31. 12. 2004 145 902
Net book values were as follows:

Net book value Software CIP Total
Balance 31. 12. 2003 32 690 6 536 39 226
Balance 31. 12. 2004 29 049 5338 34 387
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2. Dlouhodoby hmotny majetek (v tis. K&)

Pohyb pofizovacich cen:
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Stroje  Dopravni Jiny  Pofizeni
Porizovaci cena Pozemky Stavby  a zafizeni prostfedky Inventar DHM a zélohy Celkem
Stav k 1. 1. 2003 27763 1918555 3461721 488 660 196 143 217 22504 6115563
Prirastky / Prevody 246 16 438 78 218 64 840 65529 0 115532 340 803
Ubytky 0 8 948 84 119 72 974 5374 0 0 171 415
Kurzovy rozdil 0 1416 2927 5254 1871 0 647 12 115
ZUstatek k 31. 12. 2003 28 009 1927 461 3 458 747 485780 258169 217 138683 6297 066
Prirastky / Prevody 0 36 809 230 109 45678 52415 0 63738 301 273
Ubytky 0 10 660 324 290 55011 7 599 0 0 397 560
Kurzovy rozdil 0 -34 -52 -109 -57 0 -8 -260
Zistatek k 31. 12. 2004 28 009 1953 576 3 364 514 476 338 302928 217 74 937 6200 519
Pohyb opréavek a opravnych poloZek:
Stroje Dopravni
Opravky a opravné polozky Stavby a zafizeni prostiedky Inventar Celkem
Stav k 1. 1. 2003 845 002 1819 752 293 539 177 431 3135 724
Prirastky 89 319 244 157 92 679 36 088 462 243
Ubytky 7 054 93 088 69 625 4 639 174 406
Kurzovy rozdil 665 1931 2 743 1750 7 089
Zustatek k 31. 12. 2003 927 932 1972 752 319 336 210 630 3430 650
Prirastky 89 069 250 988 79 632 40 167 459 856
Ubytky 5038 268 933 52 001 7520 333 492
Kurzovy rozdil -17 -35 -56 -54 -162
ZUstatek k 31. 12. 2004 1011 946 1954 772 346 911 243 223 3 556 852
Zdstatkové hodnoty:
Stroje  Dopravni Jiny  Pofizeni

Zistatkova hodnota Pozemky Stavby  a zafizeni prostfedky Inventar DHM a zélohy Celkem
Zistatek k 31. 12. 2003 28 009 999 529 1485 995 166 444 47539 217 138683 2866416
Zustatek k 31. 12. 2004 28 009 941630 1409 742 129 427 59705 217 74 937 2643 667
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2. Tangible fixed assets (in K& 000’s)

Movements in acquisition costs were as follows:

Other CIP &

Machinery Furniture Fixed Advances
Cost Land Constructions & Equipment  Vehicles & Fixtures Assets Payments Total
Balance 1. 1. 2003 27763 1918555 3461721 488660 196 143 217 22504 6 115 563
Additions / Transfers 246 16 438 78 218 64 840 65 529 0 115532 340 803
Disposals 0 8 948 84 119 72 974 5374 0 0 171 415
Currency translation 0 1416 2927 57254 1871 0 647 12 115
Balance 31. 12. 2003 28009 1927461 3458747 485780 258169 217 138683 6 297 066
Additions / Transfers 0 36 809 230 109 45678 52415 0 -63738 301 273
Disposals 0 10 660 324 290 55011 7 599 0 0 397 560
Currency translation 0 -34 -52 -109 -57 0 -8 -260
Balance 31. 12. 2004 28009 1953576 3364514 476338 302928 217 74 937 6200 519
Movements in accumulated depreciation and provisions were as follows:
Accumulated Depreciation Machinery Furniture
& Provision Constructions & Equipment Vehicles & Fixtures Total
Balance 1. 1. 2003 845 002 1819 752 293 539 177 431 3135 724
Additions 89 319 244 157 92 679 36 088 462 243
Disposals 7 054 93 088 69 625 4 639 174 406
Currency translation 665 1931 2743 1750 7 089
Balance 31. 12. 2003 927 932 1972 752 319 336 210 630 3430 650
Additions 89 069 250 988 79 632 40 167 459 856
Disposals 5038 268 933 52 001 7520 333 492
Currency translation -17 -35 -56 -54 -162
Balance 31. 12. 2004 1011 946 1954 772 346 911 243 223 3 556 852
Net book values were as follows:

Other CIP &

Machinery Furniture Fixed Advances
Net book values Land Constructions & Equipment  Vehicles & Fixtures Assets Payments Total
Balance 31. 12. 2003 28 009 999 529 1485995 166444 47539 217 138683 2866 416
Balance 31. 12. 2004 28 009 941630 1409 742 129427 59705 217 74 937 2643 667
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Opravné polozky k dlouhodobému hmotnému majetku

Pohyb opravné poloZzky k dlouhodobému hmotnému majetku Ize analyzovat takto:

2004 2003
Pocate¢ni zastatek k 1. 1. 95 909 101 605
Tvorba 29718 17 007
Pouziti 611 -8 021
Zrusenf{ -42 836 -14 682
Koneény zastatek k 31. 12. 82 180 95 909

3. Zasoby (v tis. K&)

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

2004 2003
Pocatecéni zastatek k 1. 1. 19 313 24 709
Tvorba 35 259 27077
Pouziti -39 094 -32 473
Konecény zlstatek k 31. 12. 15 478 19 313
Opravné polozka se vztahuje k témto druhdm zasob:
31. 12. 2004 31. 12. 2003
Material 15473 14 709
Vyrobky 5 4 604
Celkem 15 478 19 313
4. Kratkodobé pohledavky (v tis. K&)
31. 12. 2004 31. 12. 2003
Ve lhaté splatnosti z obchodnich vztah( 561 869 497 261
jiné 47 328 14 072
Po Ihate splatnosti z obchodnich vztah( 774 3 056
jiné 199 214
Pohledavky — ovlédajici a ridici osoba 7 636 148 7 644 917
Kratkodobé poskytnuté zélohy 21182 17 186
Opravné polozka k pohledavkam -407 -2 799
Zaplacené zélohy na dan z prijmu 1561919 1768 231
Stat - danové pohledavky (ostatni dané) 0 227 540
Dohadné Gcty aktivni 23 934 72 769
Celkem 9 852 946 10 242 447

Pohledavky — ovladajici a ridici osoba zahrnuji Groc¢ené kratkodobé pujcky spriznénym osobéam. Analyza kratkodobych

pohledévek se spriznénymi osobami je uvedena v bodé 10.
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Provision for tangible fixed assets

Movements in provisions to tangible fixed assets were as follows:

2004 2003
Balance 1. 1. 95 909 101 605
Creation 29 718 17 007
Usage 611 -8 021
Reversal -42 836 -14 682
Balance 31. 12. 82 180 95 909
3. Inventories (in K& 000’s)
The change in the provision for obsolete inventory is analyzed as follows:
2004 2003
Balance 1. 1. 19 313 24 709
Creation 35 259 27077
Usage -39 094 - 32473
Balance 31. 12. 15 478 19 313
Provision can be analyzed as follows:
31. 12. 2004 31. 12. 2003
Materials 15 473 14 709
Finished goods 5 4 604
Provision for Inventories 15 478 19 313
4. Short-term receivables (in K& 000’s)
31. 12. 2004 31. 12. 2003
Current Trade 561 869 497 261
Other 47 328 14 072
Overdue Trade 774 3 056
Other 199 214
Receivables from related parties 7 636 148 7 644 917
Short-Term Advance Payments 21182 17 186
Provision -407 -2 799
Tax Advances (Income Tax) 1561919 1768 231
Tax Receivables (Other ) 0 227 540
Accounts Receivables — Unvouchered 23 934 72 769
Total short-term receivables 9 852 946 10 242 447

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

from related parties.
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5. Vlastni kapital (v tis. K&)
Zakladni kapital

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

predchazejicich dvou let nedoslo k Zddnym zménam v zakladnim kapitélu a poc¢tu nebo druhu akcii.

Zakladnf kapital Skupiny je rozvrzen na:

Pocet Ké
Neregistrované kmenové listinné akcie na jméno 831 688 831 688 000
Registrované kmenové zaknihované akcie na jméno 1913698 1913 698 000
Celkem akcie 2745386 2745 386 000

Identifikacni oznacdeni akcif Spolecnosti podle mezindrodniho systému ¢islovani je ISIN: CSO008418869.

Akcie Spolecnosti jsou prijaty k obchodovéani na trhu organizovaném Burzou cennych papird, a.s. a RM-systémem a.s.
Verejnosti bylo k 31. 12. 2004 drzeno 2 745 386 kust akcil, z toho 77,6 % bylo drzeno spole¢nosti Philip Morris Holland B.V.

Vlastni akcie

K 31. 12. 2004 Skupina neméla v drzeni zadné vlastni akcie (2003: 18 akcii vyhrazenych pro dédice zesnulych zaméstnancd,
kte{ na né& méli narok v souladu s usnesenfm valné hromady z 10. 6. 1994).

v

Hospodarsky vysledek z bézné Einnosti po zdanéni pripadajici na jednu akcii

2004 2003 2002
Zisk po zdanéni z bézné Cinnosti v tis. K& 3739 750 4375765 4 093 044
Pocet akcif 2 745 386 2 745 368 2 745 368
Zisk po zdanéni z bézné ¢innosti pripadajici na jednu akcii v K& 1362 1594 1491

Vyse dividendy za posledni tfi obdobi

Za rok 2003 Skupina vyplatila dividendu na jednu akcii ve vysi 1 575 K& (2002: 1 448 Kg&) pred zdanénim. O tom, zda
bude vyplacena dividenda za Gcetni obdobi 2004 a v jaké vysi, rozhodnou akcionéri na radné valné hromadé, které se
bude konat dne 25. 4. 2005.
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5. Equity (in K& 000’s)

Registered capital

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

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

The registered capital is allocated as follows:

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

The identification mark of the Company shares according to the international numbering system is ISIN: CSO0084 18869.
Company’s shares are admitted for trading on the public market organized by the Prague Stock Exchange
and the RM-S - Czech Share Trading System. At December 31, 2004, 2 745 386 shares were publicly held, of which 77.6%
were held by the company Philip Morris Holland B.V.

Treasury stock

At December 31, 2004 the Group did not hold any shares of Treasury Stock (2003: 18 shares reserved for heirs of deceased
employees who were eligible in accordance with the resolution of the Annual Shareholders’ Meeting held

on June 10, 1994).

Consolidated income per share

2004 2003 2002
Net income in K& 000’s 3 739 750 4 375 765 4 093 044
Number of shares 2 745 386 2 745 368 2 745 368
Net income per share in K& 1362 1594 1491

Dividends for the last three accounting periods

For the accounting periods 2003 and 2002 the Group paid dividends (before tax) of K& 1 575 and K& 1 448, respectively
per share. Disbursement of dividends for the 2004 accounting period will be decided at the Annual General Meeting
scheduled for April 25, 2005.
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6. Rezervy (v tis. K&)

Zmény na Gctech rezerv |ze analyzovat takto:

Rezerva Ostatni

na dan z pfijma rezervy Celkem
Stav k 1. 1. 2003 1868 096 24 588 1892 684
Tvorba 1987 484 6 797 1994 281
Pouziti -1 868 096 -24 588 -1 892 684
Stav k 31. 12. 2003 1987 484 6 797 1994 281
Tvorba 1546 121 1198 1547 319
Pouziti -1 987 484 -6 797 -1 994 281
Stav k 31. 12. 2004 1546 121 1198 1547 319

7. Zavazky (v tis. K&)

Skupina nemaé zavazky po lhaté splatnosti. Zavazky z obchodnich vztahd, jiné zévazky a zévazky z titulu prijatych Gveéra

nebyly zajistény majetkem Skupiny.

Jiné zéavazky, které tvori podstatnou ¢ast celkovych zévazkd, zahrnuji hlavné zavazek vaci celnim Gradam ve vysi
2 832 781 tis. K& (2003: 4 380 891 tis. K&).

Vyse splatnych zavazk( pojistného na sociélni zabezpeceni, verejného zdravotniho pojisténi, penzijniho pripojisténi

a prispévku na statni politiku zaméstnanosti:

31. 12. 2004 31. 12. 2003

Zéavazky pojistného na sociélni zabezpeceni 19 058 18 408
Zéavazky verejného zdravotniho pojistént 8 046 8 016
Zavazky z titulu penzijniho pripojisténi 2 658 2611
Prispévek na statni politiku zaméstnanosti 842 1024
Celkem 30 604 30 059

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

8. Derivatové financni nastroje

Skupina ocekéavala transakce v zahrani¢ni méné z titulu budoucich nédkupt v prabéhu roku 2004. K zajisténi téchto
transakci Skupina nakoupila ménové opce, o kterych Gctovala jako o zajiStovacich finanénich derivatech. VEechny tyto

opce byly splatné do jednoho roku. Skupina nepouzivéd komoditni derivaty.

K 31. 12. 2004 Skupina neméla zadné oteviené derivatové obchody. K 31. 12. 2003 byla nominalni hodnota otevienych
zajistovacich kontraktd 14 810 tis. K& a jejich redlnd hodnota byla 789 tis. K&. Pro uréeni reélné hodnoty derivatt pouziva

Skupina opéni cenové modely. Redlna hodnota je vykazéna v ostatnich pohledévkéch.
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6. Provisions (in K& 000’s)

Changes in provisions were as follows:

Provision for Other

income tax provisions Total
Balance at 1. 1. 2003 1 868 096 24 588 1892 684
Creation 1987 484 6 797 1994 281
Usage -1 868 096 -24 588 -1 892 684
Balance at 31. 12. 2003 1987 484 6 797 1994 281
Creation 1546 121 1198 1547 319
Usage -1 987 484 -6 797 -1 994 281
Balance at 31. 12. 2004 1546 121 1198 1547 319

7. Payables (in K& 000’s)
The Group has no overdue payables or payables secured by lien.

Accounts Payable — Other is the main component of short-term liabilities and primarily includes K& 2 832 781k payable
to the Customs offices (2003: K& 4 380 891k).

The amount of liabilities for social insurance, health insurance, pension fund contribution and contribution to the state

employment policy were as follows:

31. 12. 2004 31.12. 2003

Payables to Social Security 19 058 18 408
Payables to Health Insurance 8 046 8 016
Pension Fund Contribution 2 658 2611
Contribution to the State Employment Policy 842 1024
Total 30 604 30 059

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

8. Derivative financial instruments

The Group expected foreign currency cash outflows resulting from future purchase transactions during the year 2004.
To hedge part of this exposure, the Group entered into currency options derivative financial instruments. These options were
treated as a cash flow hedge in the Group’s accounts. All currency options were due within one year. The Group does not

use commodity derivatives.

At December 31, 2004 the Group did not have any open derivative financial transactions. At December 31, 2003
the nominal value of open hedging contracts was K¢ 14 810k and their fair value was K& 789k. Option pricing models
are used to determine the fair value of derivative financial instruments. The fair value of the derivatives is reported in

other receivables.
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9. Dané (v tis. K&)

Dan z pfijma

Darovy naklad zahrnuje:

2004 2003
Dan z prjmu - splatné 1546 121 1987 484
Dan z prijma - odlozené -60 522 -93 834
Uprava dariového nékladu minulého obdobf
podle skute¢né podaného danového priznani 1842 17 140
Dan z pFjm@ — dodateéné odvody (+) / vratky () 1366 0
Dan z prijmud celkem 1 488 807 1910 790
Splatnéa dan z prijma byla vypocitadna nasledovné:
Rezerva Skutec¢na dan
2004 2003
Hospodarsky vysledek pred zdanénim 5229 459 6 286 555
Polozky zvySujici zaklad dané 459 711 520 227
Polozky snizujici zaklad dané 110 936 142 259
Z3aklad dané 5578 234 6 664 523
Dari 1546 436 2 053 006
Sleva na dani 315 63 680
Dan z prijmu splatna 1546 121 1989 326

V Ceské republice byla sazba dané z ptfjmii pravnickych osob platna pro rok 2004 ve vy$i 28% (2003: 31 %) a ve Slovenské

republice ve vy&i 19 % (2003: 25 %).

Odlozena dan

Pri vypoctu odlozené dané je pouzita sazba dané z pijmu platna pro obdobi, ve kterém budou odlozené darova pohledavka

nebo zavazek uplatnény.

K 31. 12. 2004 byly odlozena datovéa pohledavka (+) a zavazek (-) Spoleénosti vypodteny ve vy&i 26 % a 24 % ze zakladu

(v zavislosti na roce, ve kterém dojde k realizaci dogasnych rozdil) a k 31. 12. 2003 byly vypodteny ve vysi 28 %, 26 %

a 24 % ze zékladu v Ceské republice. K 31. 12. 2004 byla odlozen4 dafiové pohledavka Dcefiné spolednosti vypodtena

ve vy$i 19 % ze zakladu (2003: 19 %) ve Slovenské republice.

Cisty odlozeny danovy zavazek lze analyzovat nésledovné:

31. 12. 2004 31. 12. 2003
Kumulovany rozdil mezi Gcetni
a danovou zUstatkovou hodnotou dlouhodobého majetku -224 860 -282 240
Dalsi dodasné rozdily 36 463 33 328
Precenéni ménovych opci na realnou hodnotu 0 3926
Cisty odloZeny dariovy zavazek -188 397 -244 986
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9. Taxation (in K& 000’s)
Income tax

The income tax expense is comprised of the following:

2004 2003
Income tax — current 1546 121 1987 484
Income tax - deferred -60 522 -93 834
Adjustment of prior year income tax expense 1842 17 140
Income tax - supplementary 1 366 0
Total Income Tax Expense 1488 807 1910 790
Current income tax can be analyzed as follows:
Provision Actual tax
2004 2003
Net Profit before Taxation 5229 459 6 286 555
Amount add to tax base 459 711 520 227
Amount deducted from tax base 110 936 142 259
Income Tax Base 5578 234 6 664 523
Corporate Tax 1 546 436 2 053 006
Tax allowance 315 63 680
Current Tax 1546 121 1989 326

The Czech Republic corporate income tax rate applicable for 2004 was 28% (2003: 31%); the Slovak income tax rate was

19% in 2004 (2003: 25%).

Deferred tax

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

is anticipated.

At December 31, 2004 the deferred tax asset (+) and liability () of the Company was calculated at the rate 26% and 24%
(depending upon the period in which the temporary difference is expected to reverse) and at December 31, 2003
at the rate 28%, 26% and 247% in the Czech Republic. At December 31, 2004 the deferred tax asset of the Subsidiary was

calculated at the rate 19% (2003: 19%) in the Slovak Republic.

The net deferred tax liability can be analyzed as follows:

31. 12. 2004 31. 12. 2003
Cumulative difference between accounting
and tax net book value of fixed assets -224 860 -282 240
Temporary differences of other assets or liabilities 36 463 33 328
Currency options revaluation to fair value 0 3926
Net Deferred Tax Liability -188 397 -244 986
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10. Spfiznéné osoby (v tis. K¢&)

Skupina méla nésledujici transakce s podniky ve skupiné Altria:

2004 2003
Philip Morris Products S.A. 843 812 808 507
Philip Morris Products Trading division S.A. 47 873 0
Philip Morris Polska S.A. 36 894 0
Philip Morris Management Services S.A. 21 403 30 771
Philip Morris Hungary Ltd. 19 735 15 812
Philip Morris International Management S.A. 14 356 20 966
Philip Morris Holland B.V. 13 353 25
Ostatni 36 531 28 092
Prodej vyrobkd, zbozi a sluzeb celkem 1033 957 904 173
Philip Morris Products S.A. 855 701 591 259
Philip Morris Products Trading Division S.A. 842 546 467 826
Philip Morris International Management S.A. 345 143 344 940
Philip Morris Management Services S.A. 160 498 197 977
Philip Morris Polska S.A. 71120 116 193
Philip Morris GmbH 33 760 39
Philip Morris Holland B.V. 27 569 519 702
Papastratos Cigarette Manufacturing S.A 21926 0
Tabaquiera S.A. 21 343 0
Ostatnfi 122 461 63 768
Néakup materialu, zboZi a sluzeb celkem 2 502 067 2 301 704
Altria Group, Inc. 93 468 132 087
Altria Finance Europe AG 51397 38 907
Vynosové uroky celkem 144 865 170 994
Altria Finance Europe AG 726 695
Nékladové aroky celkem 726 695
Skupina vykézala nésledujici zdstatky s podniky ve skupiné Altria:
31. 12. 2004 31. 12. 2003
Pohledavky z obchodnich vztah( 343 461 220 551
Pohledavky - ovlédajici a ridici osoba 7 636 148 7644 917
Kratkodobé pohledavky celkem 7 979 609 7 865 468
Zéavazky z obchodnich vztah( 214 179 174 764
Zévazky - ovladajici a fidici osoba 500 2 659
Kratkodobé zavazky celkem 214 679 177 423

Pohledavky - ovladajici a ridici osoba zahrnuji Grocené kratkodobé pajcky Altria Group, Inc. ve vysi 6 200 000 tis. K¢

(2003: 6 000 000 tis. K&) a Altria Finance Europe AG ve vy$i 1 436 148 tis. K& (2003: 1 644 917 tis. K&).

Skupina neposkytla svym akcionartim zadné zéruky.

Dalsi transakce se spriznénymi osobami jsou uvedeny v bodech 13, 14 a 15.
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10. Related parties (in K& 000’s)

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

2004 2003
Philip Morris Products S.A. 843 812 808 507
Philip Morris Products Trading division S.A. 47873 0
Philip Morris Polska S.A. 36 894 0
Philip Morris Management Services S.A. 21 403 30 771
Philip Morris Hungary Ltd. 19 735 15812
Philip Morris International Management S.A. 14 356 20 966
Philip Morris Holland B.V. 13 353 25
Other 36 531 28 092
Total Sales of Goods and Services 1033 957 904 173
Philip Morris Products S.A. 855 701 591 259
Philip Morris Products Trading Division S.A. 842 546 467 826
Philip Morris International Management S.A. 345 143 344 940
Philip Morris Management Services S.A. 160 498 197 977
Philip Morris Polska S.A. 71120 116 193
Philip Morris GmbH 33 760 39
Philip Morris Holland B.V. 27 569 519 702
Papastratos Cigarette Manufacturing S.A 21926 0
Tabaquiera S.A. 21 343 0
Other 122 461 63 768
Total Purchase of Material, Goods and Services 2 502 067 2301704
Altria Group, Inc. 93 468 132 087
Altria Finance Europe AG 51397 38 907
Total Interest Income 144 865 170 994
Altria Finance Europe AG 726 695
Total Interest Expense 726 695
The Group had the following balances with the Altria group of companies:
31. 12. 2004 31. 12. 2003
Accounts Receivable — Trade 343 461 220 551
Receivables from Related Parties 7 636 148 7644 917
Total Short-Term Receivables 7 979 609 7 865 468
Accounts Payable - Trade 214 179 174 764
Payables to Related Parties 500 2 659
Total Short-Term Payables 214 679 177 423

Receivables from Related Parties include interest bearing short-term loans of K& 6 200 000k with Altria Group, Inc.

(2003: K& 6 000 000k) and K& 1 436 148k with Altria Finance Europe AG (2003: K& 1 644 917k).

The Group did not provide its shareholders with any guaranties.

See Notes 13, 14 and 15 for other transactions with related parties.
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11. Vynosy z hlavni &innosti (v tis. K¢&)

2004 2003 2002

Ceska a Slovenska republika
Trzby za prodej zbozi 192 796 1065 447 1 566 965
Trzby za prodej vlastnich vyrobkd a sluzeb 12 027 293 12 915 711 12 828 535
Export 918 734 787 264 868 004
Vynosy celkem 13 138 823 14 768 422 15 263 504

Hlavni ¢innost zahrnuje prodej cigaret a materidlu na vyrobu cigaret a poskytovani souvisejicich sluzeb.

V trzbéch za prodej zbozi je zahrnuta spotfebni dan.
12. Odmény uhrazené auditordm za Gcetni obdobi
Skupina uhradila za rok 2004 odménu auditorské spolecnosti ve vysi 5 607 tis. K¢ za auditorské a souvisejici sluzby

(2003: 5 409 tis. K&) a 63 tis. K& (2003: 12 tis. K&) za ostatni poradenstvi.

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

2004 Zaméstnanci  Ridici pracovnici Celkem
Mzdové néklady 699 827 83 288 783 115
Naklady na socialni zabezpedeni a zdravotni pojistént 247 261 25279 272 540
Sociélni naklady 35 746 223 35969
Osobni naklady celkem 982 834 108 790 1091 624
2003

Mzdové néklady 639 483 80 526 720 009
Naklady na socialni zabezpedeni a zdravotni pojistént 234 908 25 502 260 410
Socialni naklady 35472 758 36 230
Osobni naklady celkem 909 863 106 786 1016 649

Praimérny podet zaméstnanct v roce 2004 byl 1 581 (2003: 1 645), z toho bylo 49 fidicich pracovnika (2003: 51). Ridici

pracovnici Skupiny zahrnuji zaméstnance, kterf jsou ¢leny predstavenstva, feditele odborl a vedouci Gseka.

Skupina kromé zdkonného socialniho zabezpeceni poskytuje prispévek na penzijni pripojisténi svych zaméstnanct podle

podminek definovanych planem penzijniho pripojisténi Skupiny.

Ridici zaméstnanci nemaji vi&i Skupiné z4dné pohledéavky ani zavazky. Skupina neposkytla svym fidicim pracovnikam
zadné zaruky. Na zakladé smlouvy maji k dispozici podnikové auta. Typ auta zavisi na postaven( v hierarchii podnikového

rizeni a je stanoven ve smérnicich Skupiny.
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11. Revenues from primary business activities (in K& 000’s)

2004 2003 2002

Czech and Slovak Republic
Revenues from Sale of Purchased Goods 192 796 1065 447 1 566 965
Revenues from Sale of Manufactured Products 12 027 293 12 915 711 12 828 535
Export 918 734 787 264 868 004
Total 13 138 823 14 768 422 15 263 504

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

Revenues from sale of purchased goods include excise tax.
12. Fee paid to auditors
During the year 2004 the Group paid to its auditor fees in the amount of K¢ 5 607k for audit and audit related services

(2003: K& 5 409k) and K& 63k (2003: K& 12k) for other consultancy services.

13. Selected employee information (in K& 000’s)

2004 Employees Managers Total
Wages and salaries 699 827 83 288 783 115
Social security expenses 247 261 25279 272 540
Other social expenses 35 746 223 35 969
Total 982 834 108 790 1091 624
2003

Wages and salaries 639 483 80 526 720 009
Social security expenses 234 908 25 502 260 410
Other social expenses 35472 758 36 230
Total 909 863 106 786 1016 649

In 2004 there were an average of 1 581 employees (2003: 1 645) including 49 managers (2003: 51). Managers of the Group

include employees who are members of the Board of Directors, department heads and senior managers.

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

to the conditions defined in the Group's Supplementary Pension Plan Policy.

Managers do not have any debt with the Group or amounts due to them by the Group. The Company did not provide its
Managers with any guaranties. They are provided with cars based on contractual arrangements. The type of car is based

on the position within the Group and is defined by Group policy.
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14. Odmény ¢élenim predstavenstva a dozordéi rady

Clenové predstavenstva za rok 2004 a 2003 neobdrzeli 74dné odmény z titulu jejich funkce. Jejich platy jsou zahrnuty
v tabulce v bodé 13.

Clenové dozoréi rady, ktef nejsou zaméstnanci Spole¢nosti, obdrzeli v roce 2004 odmény z titulu jejich funkce ve vy
120 tis. K& (2003: 110 tis. K&). Clenam dozordl rady, kteff jsou zaméstnanci Spole¢nosti, nebyla v roce 2004 a 2003
vyplacena odména z titulu funkce v dozorci radé. Jejich platy, pokud jsou Fidicimi pracovniky, jsou uvedeny v tabulce
v bodé 13.

Clenové predstavenstva a dozor&( rady majf na zékladé smlouvy k dispozici podnikové auta.

15. Informace o poctu akcii vydanych Spolecnosti

K 31.12. 2004 ¢&lenové dozoréi rady vlastnili 7 kust akeif (2003: 11 kusd), ¢lenové predstavenstva vlastnili jednu akcii
(2003: 0 kust), a ¥idicl pracovnici vlastnili 100 kust (2003: 206 kust) akcif Skupiny.

16. Smluvni zavazky

Castka najemného, kterd byla v roce 2004 vynalozena v souvislosti s pronajmem majetku, &inila 102 347 tis. K&
(2003: 111 311 tis. K&). K 31. 12. 2004 méla Skupina smluvn{ zavazky z titulu pronajmu na rok 2005 v celkové vysi
83 344 tis. K& a 175 719 tis. K¢ na nésledujici léta.

Ceskéa spofitelna a.s. Praha poskytuje Skupiné zaruku na zajisténi hodnoty tabakovych nalepek Celnfmu dGradu Kolin ve
vy&i 3 000 000 tis. K& (2003: 0 tis. K&) a zaruku na zaji$ténf prepravy v rdmci statt EU ve vysi 60 000 tis. K&.

Komercni banka a.s. Praha poskytuje Skupiné zaruku na zavazky z titulu souc¢asného i budouciho prondjmu budovy
ve prospéch pronajimatele administrativni budovy v &astce 1 249 tis. EUR, ekvivalent 38 040 tis. K& (2003: Citibank a.s.
Praha v ¢astce 1 235 tis. EUR, ekvivalent 40 020 tis. K&). Komeréni banka a.s. Praha téZ poskytuje Skupiné zaruku
na zajisténi celnfho dluhu propusténého do volného obéhu Celnimu reditelstvi Hradec Krélové ve vysi 5 000 tis. K¢
(2003: 0 tis. K&) a zaruku na zaji$ténf spotiebni dané Celnimu Gradu Kolin ve vysi 150 000 tis. K& (2003: 0 tis. K&)
a Celnimu GFadu Hodonin ve vysi 90 000 tis. K& (2003: 0 tis. K&).

Citibank a.s. Praha poskytuje zaruky na zajisténi celniho dluhu propusténého do volného obéhu Celnimu Gradu Kutné
Hora ve vy$i 60 000 tis. K& (2003: 60 000 tis. K&), Celnimu Gradu Hodonin ve vysi 10 000 tis. K& (2003: O tis. K&), a Celnimu
Feditelstvi Praha ve vysi 60 000 tis. K& (2003: 100 000 tis. K&). Citibank a.s. Praha poskytuje téZ zaruku na zévazky z titulu
soucasného i budouciho pronajmu skladovych prostor ve prospéch pronajimatele v ¢astce 75 tis. EUR, ekvivalent
2 285 tis. K& (2003: 0 K&).

ING Bank N.V. Bratislava poskytuje zaruku na zajisténi celniho dluhu ve vy$i 550 000 tis. Sk, ekvivalent 432 465 tis. K& (2003:
400 000 tis. Sk, ekvivalent 314 840 tis. K&). Tatra banka v Bratislavé poskytla k 31.12.2003 zaruku na zajisténi celniho dluhu
ve vysi 70 000 tis. Sk, ekvivalent 55 097 tis. K&. Obé zéruky byly poskytnuty Celnimu Gradu Bratislava.
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14. Remuneration of Board of Directors and Supervisory Board

There was no remuneration paid to the members of the Board of Directors for services as member of the board in 2004

and 2003. Salaries and related expenses are included in table in Note 13.

Non-employee members of Supervisory Board obtained members fee of K& 120k in 2004 (2003: K& 110k). There was no
fee paid to employee members of the board in 2004 and 2003. Salaries and related expenses are included in table
in Note 13.

Company cars are made available to the members of the Board of Directors and Supervisory Board.

15. Information on the number of shares issued by the Group

Members of the Supervisory Board owned 7 shares (2003: 11), the Board of Directors owned 1 share (2003: 0),
and managers owned 100 shares (2003: 206) at December 31, 2004.

16. Commitments

The total amount of rent payments for warehousing and office space amounted to K& 102 347k in 2004
(2003: K& 111 311k). At December 31, 2004 future rent commitments for 2005 are K& 83 344k and K& 175 719k

for subsequent years.

Ceské spotitelna a.s. Prague has provided a guarantee for the security of liability for fiscal stamps in the amount
of K& 3 000 000k (2003: K& 0k) with Customs Office Kolin as the beneficiary and guarantee for the security of transit
operations within EU countries in the amount of K& 60 000k (2003: K& 0k).

Komeréni banka a.s. Prague has provided a guarantee for the Company’s current or future lease obligations in the amount
of EUR 1 249k, equivalent to K& 38 040k (2003: Citibank a.s. Prague: EUR 1 235k, equivalent to K& 40 020k) with
the lessor of the headquarter building as the beneficiary. Komeréni banka a.s. Prague also has provided guarantees
for the security of customs debts for goods released into free circulation in the amount of K& 5 000k (2003: K& 0k) with
Customs Directorate Hradec Kralové and for security of excise tax liability of K& 150 000k (2003: K& Ok) with Customs
Office Kolin and K& 90 000k (2003: K& 0k) with Customs Office Hodonin as the beneficiary.

Citibank a.s. Prague has provided guarantees for the security of customs debts for goods released into free circulation
in the amount of K& 60 000k (2003: K& 60 000k) with Customs Office Kutna Hora, K& 10 000k (2003: K& Ok) with Customs
Office Hodonfn and K& 60 000k (2003: K& 100 000k) with Customs Directorate Prague as the beneficiary. Citibank a.s.
Prague has provided a guarantee for the Company’s current or future lease obligations in the amount of EUR 75k, equivalent
to K& 2 285k (2003: K& Ok ) with the lessor of the depot building as the beneficiary.

ING Bank N.V. Bratislava has provided a guarantee for the security of customs debts of Sk 550 000k, equivalent to
K& 432 465k (2003: Sk 400 000k, equivalent to K& 314 840k). At December 31, 2003 Tatra banka Bratislava provided
a guarantee for the security of customs debts Sk 70 000k, equivalent to K& 55 097k. Both guaranties were with Customs

Office Bratislava as the beneficiary.

/1
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17. Ostatni

Veskery dlouhodoby nehmotny a hmotny majetek byl financovéan z vlastnich zdroj& Skupiny. K 31. 12. 2004 bylo vedenim

Skupiny schvaleno pofizeni dlouhodobého majetku — ndkup vyrobniho zarizeni a vyména vozového parku.

Skupina neni Gc¢astna zadnych soudnich, spréavnich nebo rozhod¢ich Fizeni, kterd by méla nebo mohla mit vyznamny

vliv na finanénf situaci Skupiny.

V Géetnim obdobi 2004 nenastala zadna preruseni podnikani Skupiny, kterd by méla nebo mohla mit vyznamny vliv
na financni situaci Skupiny.

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

Po rozvahovém dni nedoslo k zddnym udalostem, které by mély vyznamny dopad na konsolidovanou Géetni zavérku
k 31. 12. 2004.
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17. Other

All investments in fixed assets were financed by the Group’s own resources. At December 31, 2004 management had

approved projects related to the acquisition of manufacturing equipment and vehicle replacement.

The Group does not have any pending legal, administrative or arbitration proceedings that had or might have a substantial

effect on the financial situation of the Group.

In 2004 no business interruptions occurred that had or might have a significant effect on the financial situation
of the Group.

18. Post balance sheet events

No events have occurred subsequent to year-end that would have a material impact on the consolidated financial statements
as at December 31, 2004.

13
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ZPRAVA NEZAVISLYCH AUDITORU

AKCIONARUM SPOLECNOSTI PHILIP MORRIS CR a.s.

Provedli jsme audit pfilozené konsolidované rozvahy spoleénosti Philip Morris CR a.s. (,Spole¢nost®) a jeji dcefiné
spolecnosti k 31. prosinci 2004, souvisejiciho konsolidovaného vykazu zisku a ztréty, konsolidovaného prehledu o zménach
vlastniho kapitélu, konsolidovaného prehledu o penéznich tocich a prilohy za rok 2004 uvedenych ve vyroéni zpravé na
stranach 34 a7z 73 (déale ,konsolidovana G&etni zavérka®). Za sestaveni konsolidované G&etni zavérky, kterd zahrnuje
popis podnikatelskych ¢innosti Spole¢nosti a jeji dcefiné spolecnosti, a za vedeni Géetnictvi odpovida predstavenstvo

Spolec¢nosti. Nasi Glohou je vydat na zakladé auditu vyrok k této konsolidované Gcéetni zavérce.

Audit jsme provedli v souladu se zdékonem o auditorech a Mezinarodnimi standardy auditu. Tyto normy pozaduji, aby byl
audit naplanovén a proveden tak, aby auditor ziskal primérenou jistotu, Zze konsolidovana Gcetni zadvérka neobsahuje
vyznamné nespravnosti. Audit zahrnuje vybérovym zplsobem provedena ovéreni prikaznosti ¢éastek a informaci uvedenych
v konsolidované Gcetni zévérce. Audit rovnéz zahrnuje posouzeni pouzitych Gdéetnich postupd a vyznamnych odhadd

u¢inénych vedenim Spolecnosti a zhodnoceni celkové prezentace konsolidované Gcetni zavérky. Jsme presvédceni,

7e provedeny audit poskytuje priméreny podklad pro vydani vyroku.

Podle naseho nazoru prilozené konsolidovana Gcetni zavérka podéva ve vsech vyznamnych ohledech vérny a poctivy obraz
aktiv, zdvazkd a vlastniho kapitalu Philip Morris CR a.s. a jeji dcefiné spole&nosti k 31. prosinci 2004, vysledku jejich
hospodareni, zmén jejich vlastniho kapitélu a jejich penéznich tokd za rok 2004 v souladu se zékonem o Gcetnictvi

a ostatnimi piislugnymi predpisy Ceské republiky.
Ovérili jsme soulad Gcetnich informaci, uvedenych na stranach 4 az 29 a 124 az 129 této vyroéni zprévy, které nejsou

soucéasti konsolidované Gcéetni zavérky k 31. prosinci 2004, s ovérovanou konsolidovanou Géetni zavérkou Spole¢nosti.

Podle naseho nézoru jsou tyto informace ve vsech vyznamnych ohledech v souladu s touto konsolidovanou Gcetni zavérkou.

1. dubna 2005

PricewaterhouseCoopers Audit, s.r.o.

zastoupeny

-'~p£r‘|-t ¢
Thomiar o Kl
Thomas Linder Ing. Pavel Kulhavy
partner auditor, osvédceni ¢. 1538

PRICEVATERHOUSE(QOPERS

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

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

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

TO THE SHAREHOLDERS OF PHILIP MORRIS CR a.s.

We have audited the accompanying consolidated balance sheet of Philip Morris CR a.s. and its subsidiary as at
31 December 2004, the related consolidated income statement, consolidated statement of changes in shareholders’ equity,
consolidated cash flow statement and notes for the year then ended presented in the annual report of the Company on pages
34 - 73 (“the consolidated financial statements”). The consolidated financial statements, which include description
of the Company’s activities, and underlying accounting records are the responsibility of the Company’s Board of Directors.

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

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

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

In our opinion the accompanying consolidated financial statements give a true and fair view, in all material respects,
of the assets, liabilities and equity of Philip Morris CR a.s. and its subsidiary as at 31 December 2004, and the results of
their operations, their changes in equity and their cash flows for the year then ended in accordance with the Act

on Accounting and other relevant legislation of the Czech Republic.

We have examined whether the supplementary financial information included in the annual report of the Company
on pages 4 - 29 and 124 - 129, which does not form part of the consolidated financial statements for the year ended
31 December 2004, is consistent with the audited consolidated financial statements of the Company. In our opinion,
all other supplementary information included in the annual report is consistent with the audited consolidated financial

statements in all material respects.

1 April 2005

PricewaterhouseCoopers Audit, s.r.o.

represented by

Th s Xnv&u et ¢

Thomas Linder Pavel Kulhavy
Partner Auditor, Licence No. 1538

PrICEVATERHOUSE(QOPERS

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

PricewaterhouseCoopers Audit, s.r.o., registered seat Katefinska 40/466, 120 00 Prague 2, Czech Republic, Identification Number: 40765521, registered with
the Commercial Register kept by the Municipal Court in Prague, Section C, Insert 3637, and in the Register of Audit Companies with the Chamber of Auditors
of the Czech Republic under Licence No 021.
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AKTIVA 31. 12. 2004 31. 12. 2003
Aktiva celkem 16 775 500 18 675 831
Dlouhodoby majetek 2 600 854 2 824 604
Dlouhodoby nehmotny majetek 33519 37916
Software 172 968 164 319

Opravky a opravné polozky k softwaru -144 787 -132 134
Nedokonéeny dlouhodoby nehmotny majetek 5338 5731
Dlouhodoby hmotny majetek 2 549 256 2 768 591
Pozemky 28 009 28 009
Stavby 1917 407 1894 153

Opréavky a opravné polozky ke stavbam -993 526 912 762
Samostatné movité véci a soubory movitych véci 3 933 656 3987 736

Oprévky a opravné polozky k movitym vécem -2 401 887 -2 358 918
Jiny dlouhodoby hmotny majetek 217 217
Nedokoncéeny dlouhodoby hmotny majetek 65 380 97 740
Poskytnuté zalohy na dlouhodoby hmotny majetek 0 32416
Dlouhodoby finanéni majetek 18 079 18 097
Podily v ovlddanych a rizenych osobach 17 904 17 922
Podily v Ucetnich jednotkach pod podstatnym vlivem 175 175
Obézna aktiva 14 163 545 15 849 177
Zasoby 4 260 076 5788 157
Material 1875597 3578339

Opravné polozka k materiélu -15 473 -14 709
Nedokoncené vyroba a polotovary 345 839 205 506
Vyrobky 2 021 470 2 016 427

Opravné polozka k vyrobkam -5 -4 604
Zbozi 32 648 7198
Dlouhodobé pohledavky 961 2 287
Pohledévky z obchodnich vztaht 558 1488
Dlouhodobé poskytnuté zélohy 403 799
Kratkodobé pohledavky 9 857 761 10 023 580
Pohledévky z obchodnich vztaht 586 436 386 787

Opravna polozka k pohledadvkam -88 -1 302
Pohledavky — ovladajici a ridici osoba 7 636 148 7644 917
Stat - danové pohledavky 1 545 080 1892 391
Kratkodobé poskytnuté zalohy 21 020 15 095
Dohadné Gcty aktivni 23 204 72 769
Jiné pohledavky 46 160 13 122

Opravna polozka k pohledavkam -199 -199
Kratkodoby finan¢ni majetek 44 747 35 153
Penize 1404 1801
Uéty v bankéch 43 343 33 352
Casové rozliseni 11 101 2 050
Néklady pristich obdobf 11 101 2 050

18
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Balance Sheet

at December 31, 2004 (in K& 000’s)

ASSETS 31. 12. 2004 31. 12. 2003
Total Assets 16 775 500 18 675 831
Fixed Assets & Investments 2 600 854 2 824 604
Intangible Fixed Assets 33519 37 916
Software 172 968 164 319

Accumulated Depreciation & Provisions -144 787 -132 134
CIP - Intangible Fixed Assets 5 338 5731
Tangible Fixed Assets 2 549 256 2 768 591
Land 28 009 28 009
Constructions 1917 407 1894 153

Accumulated Depreciation & Provisions -993 526 912 762
Machinery and Equipment, Furniture & Fixtures 3 933 656 3987 736

Accumulated Depreciation & Provisions -2 401 887 -2 358 918
Other Tangible Fixed Assets 217 217
CIP - Tangible Fixed Assets 65 380 97 740
Advance Payments for Tangible Fixed Assets 0 32 416
Long-Term Financial Investments 18 079 18 097
Investments in Subsidiaries 17 904 17 922
Other Investments with Significant Influence 175 175
Current Assets 14 163 545 15 849 177
Inventories 4 260 076 5788 157
Materials 1875 597 3578 339

Provisions -15 473 -14 709
Work-in-Progress 345 839 205 506
Finished Goods 2021 470 2 016 427

Provisions -5 -4 604
Goods for Resale 32 648 7198
Long-Term Receivables 961 2 287
Accounts Receivable — Trade 558 1488
Long-Term Advance Payments 403 799
Short-Term Receivables 9 857 761 10 023 580
Accounts Receivable — Trade 586 436 386 787

Allowance for Doubtful Accounts -88 -1 302
Receivables from Related Parties 7 636 148 7 644 917
Tax Receivables 1 545 080 1892 391
Short-Term Advance Payments 21020 15095
Accounts Receivables — Unvouchered 23 204 72 769
Accounts Receivables - Other 46 160 13 122

Allowance for Doubtful Accounts -199 -199
Cash 44 747 35 153
Cash on Hand / In Transit 1404 1801
Cash at Banks 43 343 33 352
Other Assets 11 101 2 050
Prepaid expenses 11 101 2 050
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Rozvaha

ke dni 31. 12. 2004 (v celych tisicich K&)

PASIVA 31.12.2004 31.12.2003
Pasiva celkem 16 775 500 18 675 831
Vlastni kapital 11 127 235 11 030 083
Zakladni kapital 2 745 386 2 745 368
Zékladni kapitél 2 745 386 2 745 386
Vlastni akcie a vlastni obchodni podily 0 -18
Kapitalové fondy 2 326 417 2 316 340
Emisn{ 4zio 2 335 235 2 335 235
Ostatni kapitalové fondy 425 425
Ocenovaci rozdily z precenéni majetku a zévazkd -9 243 -19 320
Zakonny rezervni fond 549 077 549 077
Nerozdéleny zisk minulych let 1 096 187 1094 590
Vysledek hospodaieni bé&zného Gé&. obdobi (+/-) 4 410 168 4 324 708
Cizi zdroje 5 606 588 7 605 164
Rezervy 1513 463 1940 747
Rezerva na dan z prijmu 1513 463 1933 950
Ostatni rezervy 0 6 797
Dlouhodobé zavazky 203 743 251 740
OdlozZeny danovy zavazek 203 743 251 740
Kratkodobé zavazky 3 889 382 5412 677
Zavazky z obchodnich vztah 414 921 479 107
Zéavazky - ovladajici a ridici osoba 500 2 659
Zévazky ke spole¢nikdm, ¢lenim druzstva a k Géastnikam rizeni 10 987 7 506
Zavazky k zaméstnancim 31 338 31 049
Zéavazky ze sociélniho zabezpedeni a zdravotniho pojisténi 27 178 26 649
Stat - danové zévazky a dotace 389 556 392 737
Kratkodobé prijaté zalohy 3812 26 392
Dohadné Gcty pasivni 178 310 65 214
Jiné zévazky 2 832 780 4 381 364
Casové rozliseni 41 677 40 584

Vydaje pristich obdobi 41677 40 584
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Balance Sheet

at December 31, 2004 (in K& 000’s)

LIABILITIES AND EQUITY 31. 12. 2004 31. 12. 2003
Total Liabilities & Equity 16 775 500 18 675 831
Equity 11 127 235 11 030 083
Common Stock 2 745 386 2 745 368
Registered Capital 2 745 386 2 745 386
Treasury Stock 0 -18
Capital Funds 2 326 417 2 316 340
Common Stock Paid-in Capital 2 335 235 2 335 235
Other Capital Funds 425 425
Gains (+) / Losses () from Revaluation of Assets and Liabilities -9 243 -19 320
Statutory Reserve Fund 549 077 549 077
Retained Earnings from Previous Years 1096 187 1094 590
Net Income for Year 4 410 168 4 324 708
Total Liabilities 5 606 588 7 605 164
Provisions 1513 463 1940 747
Provision for Income Tax 1513 463 1933 950
Other Provisions 0 6 797
Long-Term Liabilities 203 743 251 740
Deferred Tax Liability 203 743 251 740
Current Liabilities 3 889 382 5412 677
Accounts Payable — Trade 414 921 479 107
Payables to Related Parties 500 2 659
Dividends Payable 10 987 7 506
Payables to Employees 31 338 31 049
Payables to Social Security & Health Insurance 27 178 26 649
Due to State — Taxes and Subsidies 389 556 392 737
Short-Term Advance Payments Received 3812 26 392
Accounts Payable — Estimated 178 310 65 214
Accounts Payable - Other 2 832 780 4 381 364
Other Liabilities 41 677 40 584
Accrued Expenses 41677 40 584
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Viykaz zisku a ztraty

za rok konéici 31. 12. 2004 (v celych tisicich K&)

vysledky

2004 2003
Trzby za prodej zbozi 65 318 26 599
Naklady vynalozené na prodané zbozi -45 123 -16 385
Obchodni marze 20 195 10 214
Vykony 12 091 743 13 332 662
Trzby za prodej vlastnich vyrobkd a sluzeb 12 158 047 13 186 080
Zména stavu zasob vlastni vyroby -81 240 132 052
Aktivace 14 936 14 530
Vykonova spotireba -5 636 913 -5 913 805
Spotreba materialu a energie -3 672 318 -3 949 034
Sluzby -1 964 595 -1964 771
Pfidana hodnota 6 475 025 7429 071
Mzdové néklady -665 664 -616 193
Néklady na socialni zabezpeceni a zdravotni pojisténi -242 649 -231 661
Sociélni naklady -29 603 -29 525
Osobni naklady -937 916 -877 379
Dané a poplatky -2 800 -3 429
Odpisy dlouhodobého nehmotného a hmotného majetku 412 314 -405 469
Trzby z prodeje dlouhodobého majetku 37 044 13 958
Trzby z prodeje materiélu 35912 84 295
Triby z prodeje dlouhodobého majetku a materialu 72 956 98 253
ZUstatkové cena prodaného dlouhodobého majetku -97 398 -15 004
Prodany material -89 937 -90 976
Zuastatkova cena prodaného dlouhodobého majetku a materialu -187 335 -105 980
Zména stavu rezerv a opravnych polozek
v provozni oblasti — vynos (+) / néaklad () 25575 27773
Ostatni provozni vynosy 48 672 77 317
Ostatni provozni néklady -215 726 -255 041
Provozni vysledek hospodareni 4 866 137 5985 116
Vynosy z podild v ovladanych a fizenych osobéach 818 390 0
Vynosové Groky 145 182 171 233
Nékladové Groky -745 -726
Ostatni finan¢ni vynosy 102 194 86 591
Ostatni finanéni naklady -56 854 -61 965
Finanéni vysledek hospodareni 1008 167 195 133
Dan z prijma za béznou ¢innost — splatna -1 516 059 -1 950 471
Dan z prijma za béznou ¢innost — odlozena 51923 94 930
Dan z pfijmi za béZnou ¢innost -1 464 136 -1 855 541
Vysledek hospodareni za Géetni obdobi (+/-) 4410 168 4 324 708
Vysledek hospodareni pred zdanénim (+/-) 5874 304 6 180 249
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Income Statement
for the Year Ended December 31, 2004 (in K& 000’s)

2004 2003
Revenues from Sale of Purchased Goods 65 318 26 599
Cost of Trade Purchases -45 123 -16 385
Margin 20 195 10 214
Sales of Production 12 091 743 13 332 662
Revenues from Sale of Manufactured Products 12 158 047 13 186 080
Change in Inventory of Manufactured Products -81 240 132 052
Capitalisation 14 936 14 530
Cost of Sales -5 636 913 -5913 805
Usage — Material & Utilities -3 672 318 -3 949 034
Purchased Services -1 964 595 -1964 771
Value Added 6 475 025 7 429 071
Wages and Salaries -665 664 -616 193
Social Security and Health Insurance Expenses -242 649 -231 661
Other Social Expenses -29 603 -29 525
Total Labour Costs -937 916 -877 379
Taxes and Fees -2 800 -3 429
Depreciation and Amortization -412 314 -405 469
Revenue from Sale of Fixed Assets 37 044 13 958
Revenue from Sale of Materials 35912 84 295
Revenue from Sale of Fixed Assets & Materials 72 956 98 253
Cost of Fixed Assets Sold -97 398 -15 004
Cost of Materials Sold -89 937 -90 976
Cost of Fixed Assets & Materials Sold -187 335 -105 980
Change in Provisions and Reserves for Operating Liabilities
and Charges - Income (+) / Expense () 25 575 27773
Other Operating Revenues 48 672 77 317
Other Operating Expenses -215 726 -255 041
Operating Profit 4 866 137 5985 116
Dividends Income 818 390 0
Interest Income 145 182 171 233
Interest Expense =745 -726
Other Financial Income 102 194 86 591
Other Financial Expense -56 854 -61 965
Profit from Financial Operations 1008 167 195 133
Income Tax on Ordinary Income - Current -1 516 059 -1 950 471
Income Tax on Ordinary Income — Deferred 51923 94 930
Tax on Income on Ordinary Activities -1 464 136 -1 855 541
Net Income for Year 4 410 168 4 324 708
Profit before tax 5 874 304 6 180 249
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2004 2003
Stav penéznich prostredki na zacatku ucetniho obdobi 35 153 89 814
Ugetni zisk z b&Zné &innosti pied zdanénim 5 874 304 6 180 249
Upravy o nepenéini operace -515 734 208 235
Odpisy stalych aktiv 412 314 405 469
Zména stavu opravnych polozek a rezerv -25 575 27773
Zisk () / ztrata (+) z prodeje stalych aktiv 60 354 1046
Vynosy z dividend a podild na zisku -818 390 0
VyUctované nakladové a vynosové Uroky -144 437 -170 507
Cisty penézni tok z provozni &innosti pred zdanénim,
zménami pracovniho kapitalu a mimoradnymi polozkami 5358 570 6 388 484
Zmény stavu nepenéznich slozek pracovniho kapitalu 12 026 -425 205
Zména stavu pohledévek z provozni ¢innosti, aktivnich Gétd
¢asového rozliseni a dohadnych Gétd aktivnich 4 411 -1 009 105
Zména stavu zavazk( z provozni ¢innosti, pasivnich Gctd
¢asového rozliseni a dohadnych Géth pasivnich -1 515 479 2 743 418
Zména stavu zésob 1531916 -2 159 518
Cisty penézni tok z provozni &innosti pied zdanénim
a mimoradnymi polozkami 5 370 596 5963 279
Viyplacené droky s vyjimkou kapitalizovanych Grokd =745 -768
Prijaté Groky 178 624 253 552
Zaplacené dan z prijmd za béznou ¢innost a domérky dané
za minuld obdobf -1 804 452 -2 007 290
Prijaté dividendy a podily na zisku 818 390 0
Cisty penézni tok z provozni &innosti 4 562 413 4208 773
Vydaje spojené s porizenim stalych aktiv -273 834 -309 273
Prijmy z prodeje stalych aktiv 37 044 13 958
Cisty penézni tok vztahujici se k investi¢ni &innosti -236 790 -295 315
Zména stavu dlouhodobych a kratkodobych zavazkd 3481 3278
Vyplacené dividendy -4 319 510 -3 971 397
Cisty penézni tok vztahujici se k finanéni &innosti -4 316 029 -3968 119
Cisté zvySeni resp. sniZeni penéZnich prostiedka 9 594 -54 661
Stav penéinich prostiedkd a penéznich ekvivalenti
na konci ucetniho obdobi 44 747 35153
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Cash Flow Statement

for the Year Ended December 31, 2004 (in K& 000’s)

2004 2003
Cash and cash equivalents at the beginning of the year 35 153 89 814
Net profit on ordinary activities before tax 5874 304 6 180 249
Adjustment for non-cash transactions -515 734 208 235
Depreciation & amortization 412 314 405 469
Change in provisions -25 575 27773
Loss (+) / profit (-) from disposal of fixed assets 60 354 1046
Dividend income -818 390 0
Net interest income -144 437 -170 507
Net cash flows from ordinary activities before tax,
changes in working capital and extraordinary items 5 358 570 6 388 484
Working capital changes 12 026 -425 205
Increase in receivables and prepayments -4 411 -1 009 105
Decrease (-) / increase (+) in short term payables and accruals -1 515 479 2 743 418
Decrease (+) / increase (-) / in inventories 1531916 -2 159 518
Net cash flows from ordinary activities before tax
and extraordinary items 5 370 596 5963 279
Interest paid =745 -768
Interest received 178 624 253 552
Income tax on ordinary activities paid -1 804 452 -2 007 290
Dividends received 818 390 0
Net cash flows from ordinary activities 4 562 413 4 208 773
Acquisition of fixed assets -273 834 -309 273
Proceeds from sale of fixed assets 37 044 13 958
Net cash flows from investing activities -236 790 -295 315
Change in long and short-term liabilities 3481 3278
Dividends paid -4 319 510 -3 971 397
Net cash flows from financing activities -4 316 029 -3 968 119
Net increase (+) / decrease (-) in cash and cash equivalents 9594 -54 661
Cash and cash equivalents at the end of the year 44 747 35153
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Prehled o zménach vlastniho kapitalu

za rok konéici 31. 12. 2004 (v celych tisicich K&)

2004 2003 2002
Zakladni kapital
Pocate¢ni zUstatek k 1. 1. 2 745 386 2 745 386 2 745 386
Pohyby v pribéhu roku 0 0 0
Konecny zlstatek k 31. 12. 2 745 386 2 745 386 2 745 386
Vlastni akcie
Pocatecni zastatek k 1. 1. -18 -18 -18
Pohyby v pribéhu roku 18 0 0
Koneény zastatek k 31. 12. 0 -18 -18
Emisni &zio
pocatecni zlstatek k 1. 1. 2 335 235 2 335 235 2 335 235
pohyby v pribéhu roku 0 0 0
Konecny zastatek k 31. 12. 2 335 235 2 335235 2 335235
Rezervni fondy
Pocatecni zastatek k 1. 1. 549 077 549 077 549 077
Pohyby v pribéhu roku 0 0 0
Koneény zastatek k 31. 12. 549 077 549 077 549 077
Kapitalové fondy
Pocatecni zUstatek k 1. 1. 425 425 425
Pohyby v pribéhu roku 0 0 0
Konecny zlstatek k 31. 12. 425 425 425
Rozdily z precenéni nezahrnuté do vysledku hospodareni
Pocatecni zastatek k 1. 1. -19 320 -10 028 0
Ocenovaci rozdily z precenéni na redlnou hodnotu
- u finan¢nich derivata 10 095 -10 095 0
- u investic -18 803 -10 028
Konecény zlstatek k 31. 12. -9 243 -19 320 -10 028
Nerozdélené zisky
Pocatecni zUstatek k 1. 1. 5419 298 5069 374 4 492 620
Vysledek hospodareni za Gcéetni obdobi 4 410 168 4 324 708 3976 491
Schvélené dividendy -4 323 983 -3975 319 -3 404 279
Odmeény ¢lentim dozoréi rady -120 -110 -110
Prevod nevyzvednutych dividend 992 645 4 652
Koneény zastatek k 31. 12. 5 506 355 5419 298 5069 374
Vlastni kapital celkem 11 127 235 11 030 083 10 689 451
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Changes in Equity
for the Year Ended December 31, 2004 (in K& 000's)

2004 2003 2002
Common Stock
Balance at 1. 1. 2 745 386 2 745 386 2 745 386
Movements during the year 0 0 0
Balance at 31. 12. 2 745 386 2 745 386 2 745 386
Treasury Stock
Balance at 1. 1. -18 -18 -18
Movements during the year 18 0 0
Balance at 31. 12. 0 -18 -18
Common Stock Paid-in Capital
Balance at 1. 1. 2 335 235 2 335235 2 335 235
Movements during the year 0 0 0
Balance at 31. 12. 2 335 235 2 335 235 2 335 235
Statutory Reserve Fund
Balance at 1. 1. 549 077 549 077 549 077
Movements during the year 0 0 0
Balance at 31. 12. 549 077 549 077 549 077
Other Capital Funds
Balance at 1. 1. 425 425 425
Movements during the year 0 0 0
Balance at 31. 12. 425 425 425
Assets and Liabilities Revaluation
Balance at 1. 1. -19 320 -10 028 0
Fair value gain (+) / losses (-)
- financial derivatives 10 095 -10 095 0
- financial investments -18 803 -10 028
Balance at 31. 12. -9 243 -19 320 -10 028
Retained Earnings
Balance at 1. 1. 5419 298 5069 374 4 49?2 620
Net profit for current year 4 410 168 4 324 708 3976 491
Dividends -4 323 983 -3 975 319 -3 404 279
Supervisory Board members fee -120 -110 -110
Forfeited dividends 992 645 4 652
Balance at 31. 12. 5 506 355 5419 298 5069 374
Total Equity at 31. 12. 11 127 235 11 030 083 10 689 451
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V7 7/ VvV Ve /7 v
Priloha Gcetni zavérky
k 31. 12. 2004
I. OBECNE UDAJE
1. Popis Spole¢nosti
Philip Morris CR a.s. (dale jen ,Spole¢nost®) je akciova spolednost, kterd se podle zapisu v obchodnim rejstitku zabyva
zejména vyrobou, prodejem, distribuci a marketingem tabakovych vyrobkd. Do obchodniho rejstiiku byla Spolecnost
zapsana 28. 3. 1991 a jeji registrované sidlo je v Kutné Hofte, Vitézna 1, Ceska republika. Veden( Spole¢nosti sidl{ v Praze,

vyrobni zdvody se nachézeji v Kutné Hore, Hodoniné a Straznici.

K 31. 12. 2004 byl jedinym subjektem vlastnicim vice neZ dvacetiprocentni podil na zédkladnim kapitalu Spole¢nosti
Philip Morris Holland B.V. vlastnici 77,6 % zékladniho kapitélu.

Jako ¢lenové predstavenstva a dozorci rady Spolecnosti byly v obchodnim rejstriku k 31. 12. 2004 zapsany nasledujici osoby:

Predstavenstvo
Graeme Davidson - predseda Jirf Pribyl
Nicklas Blomqvist Danica Sivékové
Peter-Paul Adriaansen Martin Javorsky
Petr Karla Andreas Lenge

Dozoréi rada

Mats Sjoeblom - predseda Radek Petrjanos
Jirf Davidek Robert Hutchison
Jean-Claude Kunz Petr Bubenicek

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

Spolecnost vlastni 99 % podil ve Philip Morris Slovakia s.r.o., Racianska 44, Bratislava, Slovensko. Tento podil predstavuje
22 770 tis. Sk, ekvivalent 17 904 tis. K¢, z celkového zékladniho kapitalu 23 000 tis. Sk. Zisk po zdanéni
Philip Morris Slovakia s.r.o. za rok 2004 &ini 114 718 tis. Sk, ekvivalent 90 203 tis. K& (2003: 19 771 tis. Sk, ekvivalent
15 562 tis. K&). Celkovy vlastni kapital Philip Morris Slovakia s.r.o. &inil 140 018 tis. Sk, ekvivalent 110 096 tis. K&
(2003: 1 074 472 tis. Sk, ekvivalent 845 717 tis. K&).

Spolecnost neuzavrela ovlddaci smlouvu nebo smlouvu o prevodu zisku se spolecnosti Philip Morris Slovakia s.r.o.
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Notes to the Financial Statements

at December 31, 2004

I. GENERAL INFORMATION

1. Company Description

Philip Morris CR a.s. (“the Company”) is a joint stock company registered in the Czech Republic and its main business,
according to the Commercial Register, are the production, sale, distribution and marketing of tobacco products.
The Company was incorporated on March 28, 1991 and its registered address is Kutné Hora, Vitézna 1, Czech Republic.

Its headquarters are in Prague and its manufacturing facilities are in Kutné Hora, Hodonin and Straznice.

At December 31, 2004 the only entity holding more than 20% of the registered capital of the Company was
Philip Morris Holland B.V. which held 77.6%.

The following individuals were recorded as members of the Board of Directors and Supervisory Board in the Commercial
Register at December 31, 2004:

Board of Directors

Graeme Davidson — Chairman Jiri Pribyl
Nicklas Blomqvist Danica Sivédkova
Peter-Paul Adriaansen Martin Javorsky
Petr Karla Andreas Lenge

Supervisory Board

Mats Sjoeblom — Chairman Radek Petrjanos
Jiri Davidek Robert Hutchison
Jean-Claude Kunz Petr Bubenicek

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

The Company has a 99% interest in Philip Morris Slovakia s.r.o., Racianska 44, Bratislava, Slovakia. The interest represents
Sk 22 770k (equivalent to K& 17 904k) of the registered capital of Sk 23 000k. In 2004 the income after tax
of Philip Morris Slovakia s.r.o. was Sk 114 718k, equivalent to K& 90 203k (2003: Sk 19 771k, equivalent to K& 15 562k).
Total equity of Philip Morris Slovakia s.r.o. was Sk 140 018k, equivalent to K& 110 096k (2003: Sk 1 074 472k, equivalent
to K& 845 717k).

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

3. Explanation added for English translation

This English version is a translation of the original Czech version.
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Il. INFORMACE O POUZITYCH UCETNICH METODACH, OBECNYCH UCETNIiCH ZASADACH
A ZPUSOBECH OCENOVANI

Ugetn( zavérka je sestavena v souladu s Géetnimi piedpisy platnymi v Ceské republice a Ceskymi Géetnimi standardy.
Ugetnictvi je vedeno v historickych cenach. Derivaty a cenné papiry (mimo podild v ovladanych a fizenych osobéch)

jsou vykézany v realné hodnoté.
Pri zpracovani Gcetni zéverky za rok 2004 pouzila Spole¢nost nésledujici Gcetni zasady a zpUsoby ocenovant:
a) Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek porizeny koupf je Gétovan v porizovaci cené. Dlouhodoby nehmotny majetek vytvoreny
vlastni ¢innostf je ocenén vlastnimi naklady bezprostredné souvisejicimi s vytvorenim tohoto majetku, nebo reprodukéni
porizovaci cenou, je-li nizsi. Dlouhodoby nehmotny majetek s cenou nad 60 tis. K¢ je odepisovan metodou rovnomeérnych
odpisti po dobu 3 - 5 let. Nehmotny majetek s cenou do 60 tis. K& (,drobny nehmotny majetek®) se G&tuje pii porizeni v pIné

vysi primo do nékladd.
b) Dlouhodoby hmotny majetek

(i) Uéetni hodnota

Dlouhodoby hmotny majetek pofizeny koupi je Gétovan v porizovaci cené, kterd zahrnuje cenu porizeni a néklady s tim
spojené (naklady na dopravu, clo a monté? apod.). Dlouhodoby hmotny majetek vytvoreny vlastni ¢innosti je ocenén
vlastnimi néklady bezprostredné souvisejicimi s vytvorenim tohoto majetku, nebo reprodukéni porizovaci cenou, je-li nizsi.
Vydaje na rozsireni, modernizaci a inovaci vedouci ke zvySené produktivité, kapacité nebo efektivnosti, ¢i k prodlouzent
Zivotnosti aktiv jsou aktivovany. Hmotny majetek s cenou do 60 tis. K& (,drobny hmotny majetek) se G¢tuje pfi jeho

porizeni primo do néakladd. Naklady na opravy a udrzovani se Uctuji do nékladd v obdobi, v némz vznikly.

(ii) Odpisovy plan
Spole¢nost odpisuje dlouhodoby majetek rovhomérné na zakladé rocnich odpisovych sazeb vychazejicich z nasledujiciho
odhadu doby Zivotnosti (v letech):

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

Pozemky a umélecka dila nejsou odepisovany.

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

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

realizovatelné cenné papiry jsou ocenény realnou hodnotou.
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Il. INFORMATION ON ACCOUNTING METHODS, GENERAL PRINCIPLES
AND METHODS OF VALUATION

The financial statements have been prepared in accordance with the Czech Act on Accounting and Czech Accounting
Standards. The financial statements have been prepared under the historical cost principle. Derivatives, securities and

investments, except for investments in subsidiaries and associates, are shown at fair value.

The main accounting principles and valuation methods applied by the Company in preparing the 2004 financial statements

were as follows:
a) Intangible fixed assets

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

assets”) are expensed in the year of acquisition.
b) Tangible fixed assets

(i) Carrying value

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

usually expensed as incurred.

(ii) Depreciation Plan
The Company depreciates its tangible fixed assets on a straight-line basis at annual rates over their expected useful lives

(in years):

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

Land and works of art are not depreciated.
c) Investments in subsidiaries and other long-term financial investments

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

are recorded at fair value.
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d) Zasoby

Nakoupené zésoby (material a zbozi) jsou ocenény skutednou pofizovaci cenou. Pofizovaci cena zasob zahrnuje cenu
pofizeni a ostatni naklady souvisejici s pofizenim (doprava, clo apod.). V hodnoté tab4kovych nalepek, nedokonéené
vyroby, hotovych vyrobk( a nakupovaného zbozi je zahrnuta i spotrebni dan. Hodnota nedokoncené vyroby a hotovych
vyrobkl zahrnuje primé materidlové naklady a vyrobnf rezii. Vyrobni rezie zahrnuje predevsim mzdy, odpisy, spotiebu

energii, naklady na opravy a udrzovéani apod. VétSina materidlovych zésob je ocenéna v priimérnych cenach.

e) Pohledavky
Pohledavky jsou vykazény v jejich nominalni hodnoté. K pochybnym pohledavkam se vytvari opravna polozka.

Pokud je pohledavka identifikovana jako nedobytné, je odepséna.

f) Finanéni derivaty

Pro Ucely Fizeni kursovych rizik spojenych s nékterymi pevnymi zévazky a oéekdvanymi transakcemi Spole¢nost pouziva
finan¢ni derivatové nastroje. Finanéni derivaty jsou prvotné zachyceny v porizovaci cené a néasledné jsou precenény na
redlnou hodnotu k datu Gcetni zavérky. Spolecnost pouzivé derivatové finanéni néstroje k ekonomickému zajisténi svych
transakei. Pro GCely Geetnictvi Spolecnost ¢leni derivatové finandni néstroje na derivaty k obchodovani a derivéty zajistovaci.
Zajistovaci derivaty zajistuji bud redlnou hodnotu aktiv a zdvazk(, nebo budouci penézni toky. Spolecnost G¢tuje o derivatech
jako o zajistovacich derivatech v pripadé, kdy jsou spinéna kritéria pro pourziti zajistovaciho Géetnictvi tykajici se pozadované

dokumentace a G¢innosti zajistént.

Zmény realnych hodnot finanénich derivatd, které jsou oznaceny za G¢inné zajisténi budoucich penéznich tokl souvisejicich
s pevnymi zévazky a ocekavanymi transakcemi, jsou zachyceny piimo ve vlastnim kapitalu. Hodnoty zachycené ve vlastnim
kapitélu jsou rozpoustény do vykazu zisku a ztraty ve stejném obdobf, ve kterém piislugné zajisténa polozka (aktivum,
zavazek nebo predpokladana transakce) ovlivni &isty hospodatsky vysledek. V pripadé, ze zajisténa polozka vyusti
v zalctovani aktiva nebo zavazku, jsou v okamziku zaGdtovani aktiva nebo zévazku souvisejici zisky nebo ztraty, které
byly drive vykazany v ramci vlastniho kapitélu, zahrnuty do prvotniho ocenéni daného aktiva nebo zavazku. Zmény reélnych
hodnot finanénich derivatd, které nespliuji podminky pro Gc¢tovani o zajisténi, jsou zalctovany do vykazu zisku a ztraty

v obdobi, ve kterém jsou zaznamenany.

Spolecnost prestane Gctovat o zajistén{ v piipadé, ze vyprsi doba platnosti zajistovaciho néstroje, nebo je tento zajistovaci
nastroj prodan, ukoncen nebo realizovén, nebo pokud jiz nesplriuje kritéria pro Gétovani o zajisténi. Pri zajisténi budoucich
penéznich tokd jsou jakékoliv kumulativni zisky nebo ztraty souvisejici se zajistovacim néstrojem evidované v rémci
vlastniho kapitalu nadéle zachyceny ve vlastnim kapitalu az do doby, nez dojde k realizaci oéekédvané transakce. Pokud
podle ocekédvani jiz nemé k zajisténé transakci dojit, jsou Cisté kumulativni zisky nebo ztréty zalctované ve vlastnim

kapitalu prevedeny do distého hospodarského vysledku za dané obdobi.
g) Opravné polozky a rezervy

Opravné polozky k zasobédm, dlouhodobému majetku a finan¢nimu majetku ocenénému v historickych cenéach jsou

vytvareny v piipadech, kdy uzitna (trznf &i jina redlna) hodnota sledovaného majetku je niz&i nez Gcetni hodnota a toto

snizeni neni trvalého charakteru.

Spolecnost tvofi rezervy, pokud ma soucasny zavazek, je pravdépodobné, Ze bude na vyporadani tohoto zévazku treba

vynalozit vlastni zdroje, a existuje spolehlivy odhad vyse zavazku.
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d) Inventories

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

and spare parts is determined on the basis of moving average cost.
e) Receivables

Receivables are carried at their nominal value. Allowances are created for receivables due from debtors when collection
is considered doubtful. Upon determining a receivable is uncollectible and ceasing collection efforts, the receivables

are written-off and the allowance is eliminated.
f) Derivative financial instruments

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

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

Changes in the fair value of derivative financial instruments that are designated and effective as hedges of future cash
flows relating to firm commitments and forecasted transactions are recognized directly in equity. Amounts deferred
in equity are recognized in the income statement in the same period in which the hedged item (asset, liability or forecasted
transaction) affects net profit or loss. If the hedged item results in the recognition of an asset or a liability at the time the
asset or liability is recognized, the associated gains or losses of the derivative that had previously been recognized in
equity are included in the initial carrying value of the asset or liability. Changes in the fair value of derivative financial

instruments that do not qualify for hedge accounting are recognized in the income statement as they arise.

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

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

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

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

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

will be required to settle the obligation, and a reliable estimate of the amount can be made.
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h) Pfepoéet operaci v cizich ménach

Majetek porizeny v cizi méné byl prepocten na K& pevnym kursem platnym v dobé jeho pofizeni. Cizi ména v hotovosti,
pohledavky a zévazky v cizi méné se prepocitavaji na K& pevnym kursem platnym ke dni jejich vzniku. Pevny kurs pro

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

Ke dni sestavenf Gcetni zavérky jsou v8echny zUstatky v cizi méné prepocteny na ¢eskou ménu kursem vyhlasenym Ceskou
narodni bankou k rozvahovému dni. VSechny zjisténé kursové rozdily jsou proGcétovény ve prospéch financnich vynost

nebo na vrub finanénich nakladd bézného obdobi.

Majetkové Gcasti v ovladanych a fizenych osobach a cenné papiry a podily, které jsou vedeny v cizich ménach a které se
k datu Ucetni zavérky neocenuji realnou hodnotou, jsou prepocteny devizovym kursem zverejnénym Ceskou narodni

bankou k rozvahovému dni. Kursovy rozdil je zatictovan do vlastniho kapitélu.
i) Odlozen4a dan z pfijma

Odlozené dari se zjistuje ze vSech docasnych rozdilt mezi Gcetn{ zUstatkovou hodnotou aktiva nebo pasiva v rozvaze
a jejich danovou hodnotou, jako soudin vysledného docasného rozdilu a sazby dané z prijmu platné pro pristi obdobi,
kdy se oc¢ekéva realizace docasnych rozdild. Odlozena dan je zaldtovéna do vykazu zisku a ztraty s vyjimkou pripadd,

kdy se vztahuje k polozkam Gctovanym primo do vlastniho kapitélu. Pak je také zahrnuta do vlastniho kapitalu.

j) U&tovani naklad a vynost

Vynosy se Gétuji v okamziku, kdy jsou vyrobky dodany, nebo sluzba poskytnuta. Urokovy vynos je ¢asové rozligovan
na zékladé Casové souvislosti dle nesplacené ¢asti jistiny a platné Grokové sazby. Pfijem z podilu na zisku spole¢nika

je zalctovan ve chvili, kdy je deklarovano prévo na jeho prijeti.

Naklady se Gctuji Casové rozlisené, tj. do obdobi s nimz vécné a Casové souvisi, bez ohledu na okamzik platby. Naklady,

vy

které se tykaji budoucich obdobf, jsou ¢asové rozlisené ve formé nékladd pristich obdobf. Tyto naklady zahrnuji zejména

naklady na pojistné, najemné za administrativni a skladovaci prostory a néklady za reklamu v médiich placené predem.
k) Najem

Spole¢nost mé v uzivani urcity majetek, predevsim skladovaci a kancelérské prostory, ktery je v pronajmu na zakladé

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

Spolecnost povazuje svoji materskou spoleénost a ostatni spolecnosti skupiny Altria, ¢leny predstavenstva a dozorci rady

Spolecénosti, osoby blizké témto osobédm a spole¢nosti, které maji spolec¢ného ¢lena vedeni se Spolecnosti, za spriznéné strany.
m) Mimotadné polozky
Mimoradné polozky obsahuji vynosy a néklady z operaci zcela mimoradnych vzhledem k bézné cinnosti Spole¢nosti,

jakoz i vynosy a néklady z mimoradnych udélosti nahodile se vyskytujicich nebo opravy nékladd a vynost minulych let,

pokud jde o vyznamné polozky.
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h) Foreign currency transactions

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

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

At year-end, all balances in foreign currencies are translated using the Czech National Bank exchange rate applicable
on the balance sheet day. All foreign exchange gains and losses from translations are recorded to the current year’s financial

expenses or revenues as appropriate.

At year-end, securities and ownership interests with controlling influence in enterprises denominated in a foreign currency,
which are not fair valued, are translated to Czech Crowns using the Czech National Bank exchange rate applicable
on the balance sheet day. The translation difference is recorded to equity.

i) Deferred income tax

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

j) Recognition of revenues and expenses

Revenues are recognized when goods are delivered or when services are rendered to customers. Interest income
is recognized on an accrual basis based on the principal outstanding and the applicable interest rate. Dividend income

is recognized when the shareholders’ rights to receive payment have been declared.

Expenses are recognized on an accrual basis. Expenses relating to future periods are accounted for as prepaid expenses.

Prepaid expenses include prepayments for insurance, rent and advertising.
k) Leases

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

Rent on these premises is expensed as incurred.
1) Related parties

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

Supervisory Board, parties close to such members and companies with the same member of management to be related parties.
m) Extraordinary items
Extraordinary items are income or expenses that arise from events or transactions that are clearly distinct from the ordinary

activities of the Company as well as income and expenses from events or transactions that are not expected to recur

frequently or regularly or income and expenses of the previous years, if they are significant.

95



vyro¢n{ zprava 2004 | finanénf vysledky

n) Zmény Géetnich postupl, zpGsobl ocefiovani a usporadani polozek Géetni zavérky

oproti predchozim G¢etnim obdobim
Ve vykazech za obdobf roku 2003 byly provedeny reklasifikace odréazejici zmény vykaz( pro rok 2004.
Zmény predstavuji nésledujici polozky:

Kratkodobé pohledavky vici spriznénym osobam z titulu poskytnutych pajcek a Gvérd jsou k 31. 12. 2004 vykézény
v ramci Pohledavek - ovladajici a ridici osoba ve vysi 7 636 148 tis. K¢. Srovnatelny Gdaj k 31. 12. 2003 ve vysi
7 644 917 tis. K& byl preklasifikovan z Jinych pohledévek do radku Pohledavky - ovlédajici a ridici osoba.

Kratkodobé zavazky vadi spriznénym osobém z titulu poskytnutych pdjcek a Gvérd jsou k 31. 12. 2004 vykazény v rdmci
Zavazk( - ovladajici a ridici osoba ve vysi 500 tis. K&. Srovnatelny Gdaj k 31. 12. 2003 ve vysi 2 659 tis. K& byl

preklasifikovan z Jinych zavazkd do radku Zavazky - ovladajici a ridici osoba.

Dlouhodobé poskytnuté zalohy jsou k 31. 12. 2004 vykézany v rddku Dlouhodobé poskytnuté zalohy ve vysi 403 tis. K&.
Srovnatelny Gdaj k 31. 12. 2003 ve vysi 799 tis. K¢ byl preklasifikovan z Pohledavek z obchodnich vztahd do radku
Kratkodobé poskytnuté zélohy.

Kratkodobé poskytnuté zalohy jsou k 31. 12. 2004 vykazéany v radku Kratkodobé poskytnuté zalohy ve vysi 21 020 tis. KE.
Srovnatelny tdaj k 31. 12. 2003 ve vysi 15 095 tis. K& byl preklasifikovédn z Pohledavek z obchodnich vztahd do radku
Kratkodobé poskytnuté zélohy.

Kratkodobé prijaté zalohy jsou k 31. 12. 2004 vykézany v radku Kratkodobé prijaté zalohy ve vysi 3 812 tis. K¢. Srovnatelny
Gdaj k 31. 12. 2003 ve vysi 26 392 tis. K¢ byl preklasifikovan ze Zavazk( z obchodnich vztah( do radku Kratkodobé
prijaté zélohy.

o) Prehled o penézinich tocich (cash flow)

Prehled o penéznich tocich byl sestaven neprfimou metodu. Penézni prostredky a jejich ekvivalenty zahrnuji bankovni Géty,

penize v hotovosti a penize na cesté.
p) Nasledné udalosti

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

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

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

po datu Gcetni zavérky, jsou dopady téchto udélosti popsany v priloze, ale nejsou zahrnuty v Géetnich vykazech.
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n) Changes in the accounting procedures

The financial statements for the year ended December 31, 2003 were reclassified to reflect the changes in the financial
statements for the year ended December 31, 2004.

Changes are as follows:

Short-term loans and borrowings provided to related parties are classified within Receivables from Related Parties
at December 31, 2004 in the amount of K& 7 636 148k. Comparative figure at December 31, 2003 in the amount
of K& 7 644 917k has been reclassified accordingly.

Short-term loans and borrowings from related parties are classified within Payables to Related Parties at December 31, 2004
in the amount of K¢ 500k. Comparative figure at December 31, 2003 in the amount of K& 2 659k has been reclassified

accordingly.

Long-term advances paid to suppliers are classified within Long-Term Advance Payments at December 31, 2004 in the
amount of K¢ 403k. Comparative figure at December 31, 2003 in the amount of K& 799k has been reclassified accordingly.

Short-term advances paid to suppliers are classified within Short-Term Advance Payments at December 31, 2004 in the
amount of K¢ 21 020k. Comparative figure at December 31, 2003 in the amount of K& 15 095k has been reclassified

accordingly.

Short-term advance payments received from customers are classified within Short-Term Advance Payments Received
at December 31, 2004 in the amount of K¢ 3 812k. Comparative figure at December 31, 2003 in the amount of K& 26 392k

has been reclassified accordingly.
o) Cash flow statement

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

cash at banks, cash on hand and cash in transit.
p) Subsequent events

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

at the balance sheet date.

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

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

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

Pohyb potizovacich cen:

Nedokonéeny
dlouhodoby

Porizovaci cena Software nehmotny majetek Celkem
Stav k 1. 1. 2003 153 403 2721 156 124
Prirastky / Prevody 11 249 3010 14 259
Ubytky 333 0 333
Zlstatek k 31. 12. 2003 164 319 5731 170 050
Prirastky / Prevody 11 063 -393 10 670
Ubytky 2414 0 2 414
Zlstatek k 31. 12. 2004 172 968 5338 178 306
Pohyb oprévek:
Opravky Software
Stav k 1. 1. 2003 111 817
Prirastky 20 650
Ubytky 333
Zlstatek k 31. 12. 2003 132 134
Prirastky 15 045
Ubytky 2392
Zlstatek k 31. 12. 2004 144 787
Zstatkové hodnoty:

Nedokonceny

dlouhodoby

Zistatkova hodnota Software nehmotny majetek Celkem
Zistatek k 31. 12. 2003 32 185 5731 37916
Zlstatek k 31. 12. 2004 28 181 5338 33519
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llIl. SUPPLEMENTARY NOTES TO THE BALANCE SHEET AND INCOME STATEMENT

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

Movements in acquisition costs were as follows:

Cost Software CIP Total
Balance 1. 1. 2003 153 403 2721 156 124
Additions / Transfers 11 249 3010 14 259
Disposals 333 0 333
Balance 31. 12. 2003 164 319 5731 170 050
Additions / Transfers 11 063 -393 10 670
Disposals 2414 0 2414
Balance 31. 12. 2004 172 968 5338 178 306
Movements in accumulated amortization were as follows:

Accumulated Amortization Software
Balance 1. 1. 2003 111 817
Additions 20 650
Disposals 333
Balance 31. 12. 2003 132 134
Additions 15 045
Disposals 2392
Balance 31. 12. 2004 144 787
Net book values were as follows:

Net book value Software CIP Total
Balance 31. 12. 2003 32 185 5731 37916
Balance 31. 12. 2004 28 181 5338 33519
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Pohyb pofizovacich cen:
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Stroje  Dopravni Jiny  Pofizeni
Porizovaci cena Pozemky Stavby  a zafizeni prostfedky Inventar DHM a zélohy Celkem
Stav k 1. 1. 2003 27763 1888410 3399421 377015 156298 217 8718 5857842
Prirastky / Prevody 246 10 429 70 385 43 748 48 768 0 121438 295 014
Ubytky 0 4 686 62 481 42 820 2 598 0 0 112 585
Zistatek k 31. 12. 2003 28 009 1894 153 3407 325 377943 202468 217 130156 6040 271
Prirastky / Prevody 0 33 900 217 908 32019 44 113 0 -64776 263 164
Ubytky 0 10 646 304 301 36 937 6 882 0 0 358 766
Zistatek k 31. 12. 2004 28 009 1917 407 3320932 373025 239699 217 65380 5944 669
Pohyb oprévek a opravnych polozek:
Stroje Dopravni
Opravky a opravné polozky Stavby a zarizeni prostiedky Inventar Celkem
Stav k 1. 1. 2003 830 890 1778 737 235131 140 181 2 984 939
Prirastky 85 140 232 878 67 855 18 360 404 233
Ubytky 3 268 71 836 40 012 2 376 117 492
Zlstatek k 31. 12. 2003 912 762 1939 779 262 974 156 165 3271680
Prirastky 85 800 241 537 55775 36 996 420 108
Ubytky 5036 249 926 34 502 6911 296 375
Zlstatek k 31. 12. 2004 993 526 1931 390 284 247 186 250 3395413
ZGstatkové hodnoty:
Stroje  Dopravni Jiny  Pofizeni

Zistatkova hodnota Pozemky Stavby  a zafizeni prostfredky Inventar DHM a zéalohy Celkem
Zlstatek k 31. 12. 2003 28 009 981391 1467 546 114969 46303 217 130156 2768591
Zustatek k 31. 12. 2004 28 009 923881 1389542 88 778 53449 217 65380 2549 256
Opravné polozky k dlouhodobému hmotnému majetku
Pohyb opravné poloZzky k dlouhodobému hmotnému majetku Ize analyzovat takto:

2004 2003
Pocate¢ni zastatek k 1. 1. 95 909 101 605
Tvorba 29 718 17 007
Pouziti 611 -8 021
ZruSeni -42 836 -14 682
Koneény zastatek k 31. 12. 82 180 95 909
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2. Tangible fixed assets (in K& 000’s)

Movements in acquisition costs were as follows:

Other CIP &
Machinery Furniture Fixed Advances
Cost Land Constructions & Equipment  Vehicles & Fixtures Assets Payments Total
Balance 1. 1. 2003 27763 1888410 3399421 377015 156298 217 8718 5857842
Additions / Transfers 246 10 429 70 385 43 748 48 768 0 121438 295 014
Disposals 0 4 686 62 481 42 820 2 598 0 0 112 585
Balance 31. 12. 2003 28009 1894 153 3407325 377943 202468 217 130156 6040 271
Additions / Transfers 0 33900 217 908 32019 44113 0 -64776 263 164
Disposals 0 10 646 304 301 36 937 6 882 0 0 358 766
Balance 31. 12. 2004 28009 1917407 3320932 373025 239699 217 65380 5944 669
Movements in accumulated depreciation and provisions were as follows:
Accumulated Depreciation Machinery Furniture
& Provision Constructions & Equipment Vehicles & Fixtures Total
Balance 1. 1. 2003 830 890 1778 737 235131 140 181 2 984 939
Additions 85 140 232 878 67 855 18 360 404 233
Disposals 3 268 71 836 40 012 2 376 117 492
Balance 31. 12. 2003 912 762 1939 779 262 974 156 165 3271680
Additions 85 800 241537 55 775 36 996 420 108
Disposals 5036 249 926 34 502 6911 296 375
Balance 31. 12. 2004 993 526 1931 390 284 247 186 250 3395413
Net book values were as follows:
Other CIP &
Machinery Furniture Fixed Advances
Net book values Land Constructions & Equipment  Vehicles & Fixtures Assets Payments Total
Balance 31. 12. 2003 28 009 981 391 1467546 114969 46303 217 130156 2768591
Balance 31. 12. 2004 28 009 923 881 1389 542 88 778 53449 217 65380 2549 256
Provision for tangible fixed assets
Movements in provisions to tangible fixed assets were as follows:
2004 2003
Balance 1. 1. 95 909 101 605
Creation 29 718 17 007
Usage 611 -8 021
Reversal 42 836 -14 682
Balance 31. 12. 82 180 95 909
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3. Zasoby (v tis. K&)
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Zménu opravné polozky vytvarené k zastaralym zédsobam a k zdsobam s pomalou obratkou Ize analyzovat nésledovné:

2004 2003
Pocatedni zastatek k 1. 1. 19 313 24 709
Tvorba 35 259 27077
Pouziti -39 094 -32 473
Konecény zlstatek k 31. 12. 15 478 19 313
4. Kratkodobé pohledavky (v tis. K&)
31. 12. 2004 31. 12. 2003
Ve lhaté splatnosti z obchodnich vztah( 586 348 385 485
jiné 45 961 12 923
Po Ihate splatnosti z obchodnich vztah 88 1302
jiné 199 199
Pohledavky - ovlédajici a ridici osoba 7 636 148 7644 917
Kratkodobé poskytnuté zalohy 21 020 15 095
Opravné polozka k pohledavkam -287 -1 501
Zaplacené zélohy na dan z prijma 1545 080 1677174
Stat — danové pohledavky (ostatni dang) 0 215 217
Dohadné Géty aktivni 23 204 72 769
Celkem 9 857 761 10 023 580

Pohledavky - ovladajici a ridici osoba zahrnuji zejména Grocené kratkodobé pajcky spriznénym osobédm. Analyza

kratkodobych pohledéavek se spriznénymi osobami je uvedena v bodé 10.

5. Vlastni kapital (v tis. K&)

Zakladni kapital

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

predchazejicich dvou let nedoslo k zZdadnym zménam v zakladnim kapitélu a v poc¢tu nebo druhu akcii.

Zakladnf kapital Spolecnosti je rozvrzen na:

Pocet akcii Hodnota v K¢
Neregistrované kmenové listinné akcie na jméno 831 688 831 688 000
Registrované kmenové zaknihované akcie na jméno 1913698 1913 698 000
Akcie celkem 2745386 2745 386 000

Identifikacni oznaceni akcif Spolecnosti podle mezindrodniho systému ¢islovani je ISIN: CSO008418869.

Akcie Spolecnosti jsou prijaty k obchodovéani na trhu organizovaném Burzou cennych papird, a.s. a RM-systémem a.s.
Verejnosti bylo k 31. 12. 2004 drzeno 2 745 386 kust akcil, z toho 77,6 % bylo drzeno spole¢nosti Philip Morris Holland B.V.
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3. Inventories (in K& 000’s)

The change in the provision for obsolete and slow moving inventory is analyzed as follows:

2004 2003
Balance 1. 1. 19 313 24 709
Creation 35 259 27077
Usage -39 094 -32 473
Balance 31. 12. 15 478 19 313
4. Short-term receivables (in K& 000’s)
31. 12. 2004 31. 12. 2003
Current Trade 586 348 385 485
Other 45 961 12 923
Overdue Trade 88 1302
Other 199 199
Receivables from Related Parties 7 636 148 7644 917
Short-Term Advance Payments 21020 15 095
Provision -287 -1 501
Tax Advances (Income Tax) 1545 080 1677174
Tax Receivables (Other ) 0 215 217
Accounts Receivables - Unvouchered 23 204 72 769
Total short-term receivables 9857 761 10 023 580

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

from related parties.

5. Equity (in K& 000’s)

Registered capital

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

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

The registered capital is allocated as follows:

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

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

Company shares are admitted for trading on the public market organized by the Prague Stock Exchange and
the RM-S - Czech Share Trading System. At December 31, 2004 the 2 745 386 shares were publicly held, of which 77.6%

were held by the company Philip Morris Holland B.V.
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Vlastni akcie

K 31. 12. 2004 Spoleénost neméla v drzeni z4dné vlastni akcie (2003: 18 akcii vyhrazenych pro dédice zesnulych

zaméstnancd, kteff na né méli narok v souladu s usnesenim valné hromady z 10. 6. 1994).

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

2004 2003 2002
Zisk po zdanéni z bézné dinnosti v tis. K¢ 4 410 168 4 324 708 3941 702
Pocet akcii 2 745 386 2 745 368 2 745 368
Zisk po zdanéni z bézné ¢innosti pripadajici na jednu akcii v K& 1 606 1575 1436

Zisk po zdanéni z bézné ¢innosti zahrnuje vynos z podilu na zisku za obdobi 1993 - 2003 ve vysi 818 390 tis. K&
(1 037 691 tis. Sk) vyplaceny Philip Morris Slovakia s.r.o.

Vys$e dividendy za posledni tfi obdobi

Za rok 2003 Spole&nost vyplatila dividendu na jednu akcii ve vysi 1 575 K& (2002: 1 448 K&) pred zdanénim. O tom, zda
bude vyplacena dividenda za Géetni obdobi 2004 a v jaké vysi, rozhodnou akcionéri na radné valné hromadé, které se
bude konat dne 25. 4. 2005.

6. Rezervy (v tis. K&)

Zmény na UcCtech rezerv Ize analyzovat takto:

Rezerva Ostatni Celkem
na dan z pfijma rezervy

Stav k 1. 1. 2003 1762 827 24 588 1787 415
Tvorba 1933 950 6 797 1940 747
Pouzitf -1 762 827 -24 588 -1 787 415
Stav k 31. 12. 2003 1933950 6 797 1940 747
Tvorba 1513 463 0 1513 463
Pouzitf -1 933 950 -6 797 -1 940 747
Stav k 31. 12. 2004 1513 463 0 1513 463
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Treasury stock
At December 31, 2004 the Company did not hold any shares of Treasury Stock (2003: 18 shares reserved for heirs
of deceased employees who were eligible in accordance with the resolution of the Annual Shareholders’ Meeting

held on June 10, 1994).

Income per share

2004 2003 2002
Net income in K¢ 000’s 4 410 168 4 324 708 3941 702
Number of shares 2 745 386 2 745 368 2 745 368
Net income per share in K¢ 1 606 1575 1436

Net income includes dividend income from Philip Morris Slovakia s.r.o. in the amount of K& 818 319k (Sk 1 037 691k)
distributed from profits accumulated during 1993 - 2003.

Dividends for the last three accounting periods

For the accounting periods 2003 and 2002 the Company paid dividends (before tax) of K& 1 575 and K& 1 448, respectively
per share. Disbursement of dividends for the 2004 accounting period will be decided at the Annual General Meeting
scheduled for April 25, 2004.

6. Provisions (in K& 000’s)

Changes in provisions were as follows:

Provision Other

for income tax provisions Total
Balance at 1. 1. 2003 1762 827 24 588 1787 415
Creation 1933950 6 797 1940 747
Usage -1 762 827 -24 588 -1 787 415
Balance at 31. 12. 2003 1933 950 6 797 1940 747
Creation 1513 463 0 1513 463
Usage -1 933 950 -6 797 -1 940 747
Balance at 31. 12. 2004 1513 463 0 1513 463
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7. Kratkodobé zavazky (v tis. K&)

Spole¢nost nemé zavazky po |haté splatnosti. Zavazky z obchodnich vztaht, jiné zavazky a zédvazky z titulu prijatych Gvéra

nebyly zajistény majetkem Spole¢nosti.

Jiné zévazky, které tvori podstatnou ¢ést celkovych zavazkd, zahrnuji hlavné zévazek vici Celnimu Gradu ve vysi
2 832 781 tis. K& (2003: 4 380 751 tis. K&).

Vyse splatnych zavazk( pojistného na sociélni zabezpeceni, verejného zdravotniho pojisténi, penzijniho pripojistént

a prispévku na statni politiku zaméstnanosti je nasledujicf:

31. 12. 2004 31. 12. 2003

Zavazky pojistného na socialni zabezpeceni 16 765 16 393
Zéavazky verejného zdravotniho pojistént 7 249 7 144
Zéavazky z titulu penzijniho pripojisténi 2 322 2 281
Prispévek na statni politiku zaméstnanosti 842 831
Celkem 27 178 26 649

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

8. Derivatové financni nastroje

Spolecnost odekévala transakce v zahranié¢ni méné z titulu budoucich nédkupd v prabéhu roku 2004. K zajisténi téchto
transakci Spole¢nost nakoupila ménové opce, o kterych Gctovala jako o zajistovacich finanénich derivatech. Véechny tyto

opce byly splatné do jednoho roku. Spolec¢nost nepouziva komoditni derivaty.

K 31. 12. 2004 Spole¢nost neméla zadné oteviené derivatové obchody. K 31. 12. 2003 byla nominalni hodnota otevienych
zajistovacich kontraktd 14 810 tis. K¢ a jejich redlnd hodnota byla 789 tis. K&. Pro uréenf reéIné hodnoty derivatt pouziva

Spolecnost opéni cenové modely. Redlna hodnota je vykézana v ostatnich pohledavkach.
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7. Payables (in K& 000’s)

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

Accounts Payable — Other is the main component of short-term liabilities and primarily includes K¢ 2 832 781k payable
to the Customs office (2003: K& 4 380 751k).

The amounts of liabilities for social insurance, health insurance, pension fund contribution and contribution to the state

employment policy were as follows:

31. 12. 2004 31. 12. 2003

Payables to Social Security 16 765 16 393
Payables to Health Insurance 7 249 7 144
Pension Fund Contribution 2322 2 281
Contribution to the State Employment Policy 842 831
Total 27 178 26 649

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

8. Derivative financial instruments

The Company expected foreign currency cash outflows resulting from future purchase transactions during the year 2004.
To hedge part of this exposure, the Company entered into currency options derivative financial instruments. These options
were treated as a cash flow hedge in the Company’s accounts. All currency options were due within one year. The Company

does not use commodity derivatives.

At December 31, 2004 the Company did not have any open derivative financial transactions. At December 31, 2003
the nominal value of open hedging contracts was K¢ 14 810k and their fair value was K& 789k. Option pricing models
are used to determine the fair value of derivative financial instruments. The fair value of the derivatives is reported

in other receivables.
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2004 2003
Dan z prjmu - splatné 1513 463 1933 950
Dan z prijma - odlozené -51 923 -94 930
Uprava dariového nékladu minulého obdobf
podle skute¢né podaného danového priznant 1230 16 521
Dan z pFjm@ — dodateéné odvody (+) / vratky () 1366 0
Dan z prijmud celkem 1464 136 1855 541
Splatné dan z prijma byla vypoditana nésledovné:
Rezerva Danové priznani
2004 2003
Hospodarsky vysledek pred zdanénim 5874 304 6 180 249
Polozky zvysujici zaklad dané 404 546 356 436
Polozky snizujici zéklad dané 54 110 88 748
Vynos z podilu na ziscich 818 390 0
Z3aklad dané 5 406 350 6 447 937
Daii ve vysi 28 % (2003: 31 %) 1513778 1998 860
Sleva na dani 315 63 680
Dar z pfijmd splatna 1513 463 1935 180

Odlozena dan

Pri vypoctu odlozené dané je pouzita sazba dané z pifjmu platna pro obdobi, ve kterém budou odlozené dariova pohledavka

nebo zévazek uplatnény.

K 31. 12. 2004 byly odloZena dafiové pohledavka (+) a zavazek () vypodteny ve vysi 26 % a 24 % ze zékladu (v zavislosti na

roce, ve kterém dojde k realizaci doasnych rozdild) a k 31. 12. 2003 byly vypodteny ve vysi 28 %, 26% a 24 % ze zakladu.

Cisty odlozeny dafovy zévazek:

31. 12. 2004 31. 12. 2003
Kumulovany rozdil mezi Gcetni a danovou zlstatkovou hodnotou
dlouhodobého majetku -230 060 -288 575
Dalsi docasné rozdily 26 317 32 909
Precenéni ménovych opci na redlnou hodnotu 0 3926
Cisty odlozeny dafovy zavazek -203 743 -251 740
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9. Taxation (in K& 000’s)

Income tax

The income tax expense is comprised of the following:

2004 2003
Income tax — current 1513 463 1933 950
Income tax - deferred -51923 -94 930
Adjustment of prior year income tax expense 1230 16 521
Income tax - supplementary 1 366 0
Total Income Tax Expense 1464 136 1855 541
Current tax can be analyzed as follows:
Provision Tax Return
2004 2003
Net Profit Before Taxation 5 874 304 6 180 249
Amount add to tax base 404 546 356 436
Amount deducted from tax base 54 110 88 748
Dividends income 818 390 0
Income Tax Base 5 406 350 6 447 937
Corporate Tax 28% (2003: 31%) 1513778 1998 860
Tax allowance 315 63 680
Current Tax 1513 463 1935 180

Deferred tax

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

is anticipated.

At December 31, 2004 the deferred tax asset (+) and liability (-) was calculated at the rate of 26% and 24% (depending upon
the period in which the temporary difference is expected to reverse) and at December 31, 2003 at the rate 28%, 26% and 24%.

The net deferred tax liability can be analyzed as follows:

31. 12. 2004 31. 12. 2003
Cumulative difference between accounting and tax net book value
of fixed assets -230 060 -288 575
Temporary differences of other assets or liabilities 26 317 32 909
Currency options revaluation to fair value 0 3926
Net Deferred Tax Liability -203 743 -251 740
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10. Spfiznéné osoby (v tis. K¢&)

Spolecnost méla nésledujici transakce s podniky ve skupiné Altria:

2004 2003
Philip Morris Slovakia s.r.o. 1517 632 1880 853
Philip Morris Products S.A. 843 812 808 507
Philip Morris Products Trading division S.A. 47 873 0
Philip Morris Polska S.A. 36 805 0
Philip Morris Hungary Ltd. 19 735 15 812
Philip Morris Management Services S.A. 17 714 21 460
Philip Morris Holland B.V. 13 353 25
Philip Morris International Management S.A. 11 723 20 541
Ostatni 36 371 27 958
Prodej vyrobkd, zboZi a sluzeb celkem 2 545018 2775 156
Philip Morris Products S.A. 855 550 591 259
Philip Morris Products Trading Division S.A. 842 546 467 826
Philip Morris International Management S.A. 319 513 315 048
Philip Morris Management Services S.A. 143 474 147 261
Philip Morris Polska S.A. 71120 116 193
Philip Morris GmbH 33 760 39
Philip Morris Holland B.V. 27 569 519 902
Papastratos Cigarette Manufacturing S.A. 21926 0
Tabaquiera S.A. 21 343 0
Ostatni 93 251 50 132
Nékup materiald, zbozi a sluzeb celkem 2 430 052 2 207 660
Altria Group, Inc. 93 468 132 087
Altria Finance Europe AG 51397 38 907
Vynosové aroky celkem 144 865 170 994
Altria Finance Europe AG 726 695
Nakladové aroky celkem 726 695
Philip Morris Slovakia s.r.o. 818 390 0
Vynosy z podil na zisku 818 390 0
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10. Related parties (in K& 000’s)

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

2004 2003
Philip Morris Slovakia s.r.o. 1517 632 1880 853
Philip Morris Products S.A. 843 812 808 507
Philip Morris Products Trading division S.A. 47 873 0
Philip Morris Polska S.A. 36 805 0
Philip Morris Hungary Ltd. 19 735 15812
Philip Morris Management Services S.A. 17 714 21 460
Philip Morris Holland B.V. 13 353 25
Philip Morris International Management S.A. 11 723 20 541
Other 36 371 27958
Total Sales of Goods and Services 2545018 2775 156
Philip Morris Products S.A. 855 550 591 259
Philip Morris Products Trading Division S.A. 842 546 467 826
Philip Morris International Management S.A. 319 513 315 048
Philip Morris Management Services S.A. 143 474 147 261
Philip Morris Polska S.A. 71120 116 193
Philip Morris GmbH 33 760 39
Philip Morris Holland B.V. 27 569 519 902
Papastratos Cigarette Manufacturing S.A. 21926 0
Tabaquiera S.A. 21 343 0
Other 93 251 50 132
Total Purchase of Material, Goods and Services 2 430 052 2 207 660
Altria Group, Inc. 93 468 132 087
Altria Finance Europe AG 51 397 38 907
Total Interest Income 144 865 170 994
Altria Finance Europe AG 726 695
Total Interest Expense 726 695
Philip Morris Slovakia s.r.o. 818 390 0
Dividends Income 818 390 0
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Spolecnost vykézala nésledujici zGstatky s podniky ve skupiné Altria:

31. 12. 2004 31. 12. 2003
Pohledavky z obchodnich vztah 340 798 249 972
Pohledavky — ovladajici ridici osoba 7 636 148 7 644 917
Kratkodobé pohledavky celkem 7 976 946 7 894 889
Zévazky z obchodnich vztahd 200 652 163 658
Zéavazky — ovladajici a ridici osoba 500 2 659
Kratkodobé zavazky celkem 201 152 166 317

Pohledavky — ovladajici a ridici osoba zahrnuji Grodené kratkodobé pajcky Altria Group, Inc. ve vysi 6 200 000 tis. K¢
(2003: 6 000 000 tis. K&) a Altria Finance Europe AG ve vysi 1 436 148 tis. K& (2003: 1 644 917 tis. K&).

Spolecnost neposkytla svym akcionaram zadné zaruky.

Dalsi transakce se spriznénymi osobami jsou uvedeny v bodech 14, 15 a 16.

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

2004 2003 2002
Tuzemsko 9 790 147 10 586 183 10 253 926
Slovenské republika 1514 484 1839 232 1958 675
Ostatni export 918 734 787 264 869 385
Vynosy celkem 12 223 365 13 212 679 13 081 986

Hlavni &innost zahrnuje prodej zasob vlastni vyroby, zbo?{ (cigarety a material na vyrobu cigaret) a poskytovani souvisejicich sluzeb.

12. Vynosy z podilt v ovlddanych a fizenych osobéach

Spole¢nost obdrzela od Philip Morris Slovakia s.r.o. vynos z podilu na zisku za obdobi 1993 - 2003 ve vysi 818 390 tis. K¢
(1 037 691 tis. Sk).

13. Odmény uhrazené auditordm za Gcetni obdobi

Spolecnost uhradila za rok 2004 odménu auditorské spolecnosti ve vysi 4 890 tis. K¢ za auditorské a souvisejici sluzby
(2003: 4 750 tis. K&) a 63 tis. K& (2003: 12 tis. K&) za ostatn{ poradenstvi.
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The Company had the following balances with the Altria group of companies:

31. 12. 2004 31. 12. 2003
Accounts Receivable — Trade 340 798 249 972
Receivable from Related Parties 7 636 148 7 644 917
Total Short-Term Receivables 7 976 946 7 894 889
Accounts Payable - Trade 200 652 163 658
Payables to Related Parties 500 2 659
Total Short-Term Payables 201 152 166 317

Receivables from Related Parties include interest bearing short-term loans of K& 6 200 000k with Altria Group, Inc.
(2003: K& 6 000 000k) and K& 1 436 148k with Altria Finance Europe AG (2003: K& 1 644 917k).

The Company did not provide its shareholders with any guaranties. See Notes 14, 15 and 16 for other transactions

with related parties.

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

2004 2003 2002
Domestic 9 790 147 10 586 183 10 253 926
Slovak Republic 1514 484 1839 232 1958 675
Other export 918 734 787 264 869 385
Total 12 223 365 13 212 679 13 081 986

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

of cigarettes) and related services.

12. Dividends income

The Company received dividends from Philip Morris Slovakia s.r.o. in the amount of K& 818 319k (Sk 1 037 691k) distributed

from profits accumulated during 1993 - 2003.

13. Fee paid to auditors for the year

During the year 2004 the Company paid its auditor fees of K& 4 890k for audit and audit related services

(2003: K& 4 750k) and K& 63k (2003: K& 12k) for other consultancy services.
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14. Vybrané Gdaje o zaméstnancich (v tis. K&)

2004 Zaméstnanci  Ridici pracovnici Celkem
Mzdové néklady 599 182 66 482 665 664
Néklady na socialni zabezpeceni a zdravotni pojisténi 219 381 23 268 242 649
Socialni naklady 29 380 223 29 603
Osobni naklady celkem 847 943 89 973 937 916
2003

Mzdové néklady 546 841 69 352 616 193
Naklady na socialni zabezpedeni a zdravotni pojistént 207 388 24 273 231 661
Socialni naklady 29 055 470 29 525
Osobni naklady celkem 783 284 94 095 877 379

Pramérny podet zaméstnancl v roce 2004 byl 1 335 (2003: 1 381) z toho bylo 34 #idicich pracovnikd (2003: 37).

Ridici pracovnici Spole¢nosti zahrnuji zaméstnance, kteff jsou ¢leny predstavenstva, reditele odbord a vedouci Gsekd .

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

podle podminek definovanych pldnem penzijniho pripojisténi Spolecnosti.

Ridici pracovnici nemaji viiéi Spole¢nosti zadné pohledavky ani zavazky. Spole¢nost neposkytla svym Fdicim pracovnikam
zadné zaruky. Na zakladé smlouvy maji k dispozici podnikové auta. Typ auta zavisi na postaveni v hierarchii podnikového
fizeni a je stanoven ve smérnicich Spolecnosti.

15. Odmény élenim predstavenstva a dozordéi rady

Clenové predstavenstva za rok 2004 a 2003 neobdrzeli 74dné odmény z titulu jejich funkce. Jejich platy jsou zahrnuty
v tabulce v bodé 14.

Clenové dozoréi rady, kte¥ nejsou zaméstnanci Spole¢nosti, obdrzeli v roce 2004 odmény z titulu jejich funkce ve vy
120 tis. K& (2003: 110 tis. K&). Clentm dozordl rady, kteff jsou zaméstnanci Spole¢nosti, nebyla v roce 2004 a 2003
vyplacena odména z titulu funkce v dozorci radé. Jejich platy, pokud jsou Fidicimi pracovniky, jsou uvedeny v tabulce

v bodé 14.

Clenové predstavenstva a dozor&( rady majf na zakladé smlouvy k dispozici podnikové auta.

16. Informace o poctu akcii vydanych Spolecnosti

K 31.12. 2004 ¢&lenové dozoréi rady vlastnili 7 kust akeif (2003: 11 kusd), ¢lenové predstavenstva vlastnili jednu akcii
(2003: 0 kust), a Fdici pracovnici vlastnili 100 kust (2003: 206 kust) akcif Spoleénosti.
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14. Selected employee information (in K& 000’s)

2004 Employees Managers Total
Wages and salaries 599 182 66 482 665 664
Social security expenses 219 381 23 268 242 649
Other social expenses 29 380 223 29 603
Total 847 943 89 973 937 916
2003

Wages and salaries 546 841 69 352 616 193
Social security expenses 207 388 24 273 231 661
Other social expenses 29 055 470 29 525
Total 783 284 94 095 877 379

In 2004 there were an average of 1 335 employees (2003: 1 381) including 34 managers (2003: 37). Managers

of the Company include employees who are members of the Board of Directors, department heads and senior managers.

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

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

Managers do not have any debt with the Company or amounts due to them by the Company. The Company did not provide
its Managers with any guaranties. They are also provided with cars based on contractual arrangements.
The type of car is based on the position within the Company and is defined by the Company policy.

15. Remuneration of Board of Directors and Supervisory Board

There was no remuneration paid to the members of the Board of Directors for services as member of the board in 2004

and 2003. Salaries and related expenses are included in table in Note 14.
Non-employee members of Supervisory Board obtained members fee of K& 120k in 2004 (2003: K& 110k). There was no
fee paid to employee members of the board in 2004 and 2003. Salaries and related expenses are included in table

in Note 14.

Company cars are made available to the members of the Board of Directors and Supervisory Board.

16. Information on number of shares issued by the Company

Members of the Supervisory Board owned 7 shares (2003: 11), the Board of Directors owned 1 share (2003: 0),
and managers owned 100 shares (2003: 206) at December 31, 2004.
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17. Smluvni zévazky

Castka najemného, kteréd byla v roce 2004 vynaloZena v souvislosti s pronajmem nebytovych prostor, &inila 84 624 tis. K&
(2003: 102 703 tis. K&). K 31. 12. 2004 méla Spolednost smluvni zavazky z titulu prondjmu na rok 2005 v celkové vysi
66 849 tis. K¢ a 175 719 tis. K¢ na nésledujici Iéta.

Ceské spofitelna a.s. Praha poskytuje Spole¢nosti zéruku na zajisténi hodnoty tabakovych nalepek Celnimu t¥adu Kolin
ve vydi 3 000 000 tis. K& (2003: O tis. K& a zaruku na zajidténf prepravy v rdmci statd EU ve vysi 60 000 tis. K&.

Komercni banka a.s. Praha poskytuje Spoleénosti zaruku na zavazky z titulu souc¢asného i budouciho pronajmu budovy
ve prospéch pronajimatele administrativni budovy ve ¢astce 1 249 tis. EUR, ekvivalent 38 040 tis. K& (2003: Citibank a.s.
Praha v ¢astce 1 235 tis. EUR, ekvivalent 40 020 tis. K&).

Komercni banka a.s., Praha téz poskytuje Spolecnosti zaruku na zajisténi celniho dluhu propusténého do volného obéhu
Celnfmu feditelstvi Hradec Kralové ve vy$i 5 000 tis. K& (2003: 0 tis. K&) a zaruku na zaji$téni spotiebni dané Celnimu
aradu Kolin ve vysi 150 000 tis. K& (2003: 0 tis. K&) a Celnimu Gradu Hodonin ve vysi 90 000 tis. K& (2003: 0 tis. K&).

Citibank a.s. Praha poskytuje zaruky na zajisténi celnfho dluhu propusténého do volného obéhu Celnimu Gradu Kutna
Hora ve vy$i 60 000 tis. K& (2003: 60 000 tis. K&), Celnimu Grfadu Hodonin ve vysi 10 000 tis. K& (2003: 0 tis. K&), a Celnimu
Feditelstvi Praha ve vysi 60 000 tis. K& (2003: 100 000 tis. K&). Citibank a.s. Praha poskytuje téZ zaruku na zavazky z titulu
soucasného i budouciho pronajmu skladovych prostor ve prospéch pronajimatele v ¢astce 75 tis. EUR, ekvivalent
2 285 tis. K& (2003: 0 tis K&).

18. Ostatni
Veskery dlouhodoby nehmotny a hmotny majetek byl financovén z vlastnich zdroji Spole¢nosti. K 31. 12. 2004
bylo vedenim Spoleé¢nosti schvéleny projekty na pofizeni dlouhodobého majetku — nakup vyrobniho zafizeni a vyména

vozového parku.

Spolecnost nenf Gcastna Zadnych soudnich, spravnich nebo rozhoddich rizeni, kterd by méla nebo mohla mit vyznamny

vliv na finan¢ni situaci Spole¢nosti.

V Gcéetnim obdobf 2004 nenastala zaddné preruseni podnikéni Spole¢nosti, kterd by méla nebo mohla mit vyznamny vliv
na finanéni situaci Spolecnosti.

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

Po rozvahovém dni nedoslo k zddnym udélostem, které by mély vyznamny dopad na Géetni zavérku k 31. 12. 2004.
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17. Commitments

The total amount of rent payments for warehousing and office space amounted to K& 84 624k in 2004 (2003: K& 102 703k).
At December 31, 2004 future rent commitments for 2005 are K¢ 66 849k and K& 175 719k for subsequent years.

Ceské spotitelna a.s. Prague has provided a guarantee for the security of liability for fiscal stamps in the amount
of K& 3 000 000k (2003: K& Ok) with Customs Office Kolin as the beneficiary and guarantee for the security of transit
operations within EU countries in the amount of K& 60 000k (2003: K& 0k).

Komeréni banka a.s. Prague has provided a guarantee for the Company’s current or future lease obligations in the amount
of EUR 1 249k, equivalent to K& 38 040k (2003: Citibank a.s. Prague: EUR 1 235k, equivalent to K& 40 020k)
with the lessor of the headquarter building as the beneficiary.

Komercni banka a.s. Prague also has provided guarantees for the security of customs debts for goods released into free
circulation in the amount of K& 5 000k (2003: K& 0k) with Customs Directorate Hradec Kréalové and for security of excise
tax liability of K& 150 000k (2003: K& Ok) with Customs Office Kolin and K& 90 000k (2003: K& Ok) with Customs Office

Hodonin as the beneficiary.

Citibank a.s. Prague has provided guarantees for the security of customs debts for goods released into free circulation
in the amount of K& 60 000k (2003: K& 60 000k) with Customs Office Kutna Hora, K& 10 000k (2003: K& Ok) with Customs
Office Hodonin and K& 60 000k (2003: K& 100 000k) with Customs Directorate Prague as the beneficiary.

Citibank a.s. Prague has provided a guarantee for the Company’s current or future lease obligations in the amount
of EUR 75k, equivalent to K& 2 285k (2003: EUR 0k) with the lessor of the depot building as the beneficiary.

18. Other

All investments in fixed assets were financed by the Company’s own resources. At December 31, 2004 management had

approved projects related to the acquisition of manufacturing equipment and vehicles replacement.

The Company does not have any pending legal, administrative or arbitration proceedings that had or might have

a substantial effect on the financial situation of the Company.

In 2004 no business interruptions occurred that had or might have a significant effect on the financial situation of the Company.

19. Post balance sheet events

No events have occurred subsequent to year-end that would have a material impact on the financial statements
as at December 371, 2004.
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ZPRAVA NEZAVISLYCH AUDITORU

AKCIONARUM SPOLECNOSTI PHILIP MORRIS CR a.s.

Proved|i jsme audit p¥ilozené rozvahy spolednosti Philip Morris CR a.s. (dale ,Spolednost®) k 31. prosinci 2004, souvisejiciho
vykazu zisku a ztréty, prehledu o zménéch vlastniho kapitélu, prehledu o penéznich tocich a prilohy za rok 2004 uvedenych
ve vyroéni zpravé na stranach 78 az 117 (déle ,Gdetni zavérka®). Za sestaveni Gdetni zavérky, kterd zahrnuje popis
i

podnikatelskych ¢innosti Spoleénosti, a za vedeni Gdetnictvi odpovida predstavenstvo Spoleénosti. Nasi Glohou je vydat

na zakladé auditu vyrok k této Gcéetni zavérce.

Audit jsme provedli v souladu se zékonem o auditorech a Mezinarodnimi standardy auditu. Tyto normy pozaduji, aby byl
audit napldnovén a proveden tak, aby auditor ziskal primérenou jistotu, ze Géetni zavérka neobsahuje vyznamné
nespravnosti. Audit zahrnuje vybérovym zplsobem provedené ovéreni prikaznosti ¢astek a informaci uvedenych v Gcéetni
zavérce. Audit rovnéz zahrnuje posouzeni pouzitych Gcetnich postupl a vyznamnych odhad@ ucinénych vedenim Spole¢nosti
a zhodnoceni celkové prezentace Gdetni zavérky. Jsme presvéddeni, ze provedeny audit poskytuje priméreny podklad pro

vydani vyroku.

Podle naseho nazoru prilozend Gcetni zévérka podava ve vsech vyznamnych ohledech vérny a poctivy obraz aktiv, zavazk(
a vlastniho kapitélu Spole¢nosti k 31. prosinci 2004, vysledku jejiho hospodateni, zmén jejiho vlastniho kapitalu a jejich

penéznich tok za rok 2004 v souladu se zakonem o Géetnictvi a ostatnimi piislusnymi predpisy Ceské republiky.

Déle jsme provedli provérku prilozené zpravy o vztazich mezi Spolecnosti a jeji ovladajici osobou Philip Morris Holland B.V,,
a mezi Spole&nosti a ostatnimi spole¢nostmi ovladanymi Philip Morris Holland B.V. (,Zprava“), uvedené na stranach
120 az 123 této vyrocéni zpravy. Za Gplnost a spravnost Zpravy odpovidé predstavenstvo Spolecnosti. Nasi Glohou je overit
spravnost Gdajd uvedenych ve Zpréavé. Nasi provérku jsme provedli v souladu s auditorskymi smérnicemi Komory auditord
Ceské republiky, vztahujicimi se k provérkdm zprav o vztazich mezi propojenymi osobami. Tyto smérnice poZaduiji,
aby byla provérka naplanovana a provedena tak, abychom ziskali stiednf Groven jistoty, ze Zpréva neobsahuje vyznamné
nespréavnosti. Pri provérce jsme nezaznamenali zddné skutec¢nosti, které by nas vedly k domnénce, ze prilozena Zprava

nebyla ve v8ech vyznamnych ohledech radné pripravena.

1. dubna 2005

Privriretihecraloopenn

PricewaterhouseCoopers Audit, s.r.o.

zastoupeny

Thimior fas Kl

Thomas Linder Ing. Pavel Kulhavy
partner auditor, osvédceni ¢. 1538

PRICEVATERHOUSE(QOPERS

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

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

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

TO THE SHAREHOLDERS OF PHILIP MORRIS CR a.s.

We have audited the accompanying balance sheet of Philip Morris CR a.s. (“the Company”) as at 31 December 2004,
the related income statement, statement of changes in shareholders’ equity, cash flow statement and notes for the year
then ended presented in the annual report of the Company on pages 78 — 117 (“the financial statements”). The financial
statements, which include description of the Company’s activities, and underlying accounting records are the responsibility
of the Company’s Board of Directors. Our responsibility is to express an opinion on these financial statements based

on our audit.

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

that our audit provides a reasonable basis for our opinion.

In our opinion the accompanying financial statements give a true and fair view, in all material respects, of the assets, liabilities
and equity of the Company as at 31 December 2004, and the results of its operations, its changes in equity and its cash

flows for the year then ended in accordance with the Act on Accounting and other relevant legislation of the Czech Republic.

In addition we have also reviewed the accompanying report on relations between the Company and its controlling party
Philip Morris Holland B.V. and between the Company and the other parties controlled by Philip Morris Holland B.V.
on pages 120 - 123 (“the Report”). The completeness and accuracy of the Report is the responsibility of the Board of
Directors. Our responsibility is to review the accuracy of information included in the Report. We conducted our review
in accordance with the auditing standards of the Chamber of Auditors of the Czech Republic related to reviews of reports
on relations between related parties. These standards require that we plan and perform the review to obtain moderate
assurance as to whether the Report is free of material misstatement. Based on our review, nothing has come to our

attention that causes us to believe that the accompanying Report has not been properly prepared, in all material respects.

1 April 2005

Privswrtihecraloopemn

PricewaterhouseCoopers Audit, s.r.o.

represented by

Y7 e Z:;m.fam Tkt ¢

Thomas Linder Pavel Kulhavy
Partner Auditor, Licence No. 1538

PrICEVATERHOUSE(QOPERS

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

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

za rok kondici 31. 12. 2004

Nasledujici doplnujici informace vztahujici se k G¢etnimu obdobi roku 2004 jsou poskytovany dle § 66a odstavce 9. zakona

¢. 513/1991 Sb., obchodniho zakoniku.

Definice

Ovladdané osoba:

Ovladajici osoba:

Propojené osoby:

Philip Morris CR a.s.

Philip Morris Holland B.V.

ovladajici osobou koncernu na nejvyssi Grovni

spole¢nosti primo ¢i neprimo ovlddané Philip Morris Holland B.V. jakoz i Altria Group, Inc., ktera je

Smlouvy a dodatky k existujicim smlouvdm uzaviené s ovladajici osobou a propojenymi osobami

V prabéhu roku 2004:

Spolecnost

Smlouva

Datum

Prodej materialu, zboZi a sluzeb

DIN fabrika duvana a.d. Nis
Philip Morris Polska S.A.
Philip Morris Romania SRL

Philip Morris Slovakia s.r.o.

Nakup zbozi a sluzeb

Smlouva o poskytovéani sluzeb

Najemni smlouva

Najemni smlouva - dodatel ¢. 1

Smlouva o poskytovéani personalnich sluzeb
- dodatek ¢. 1

Ukonceni licen¢ni smlouvy

Ukonceni najemni smlouvy

Distribuéni smlouva - dodatek ¢. 4

12. ledna 2004
30. zar 2004
30. dubna 2004

30. dubna 2004
6. dubna 2004
6. dubna 2004
23. dubna 2004

Papastratos Cigarette Manufacturing S.A.

Philip Morris GmbH

Philip Morris Products S.A.

Dohoda o smluvni vyrobé

Smouva o zasobovani

Dohoda o smluvni vyrobé

Dohoda o smluvni vyrobé - dodatek ¢. 1
Licenéni smlouva

Licenéni smlouva — dodatek ¢. 1

Dohoda o smluvni vyrobé - dodatek ¢. 1

Licenéni smlouva — dodatek ¢&. 2

19. Cervence 2004
1. ledna 2004

1. kvétna 2004
23. srpna 2004
27. ledna 2004

1. kvétna 2004

1. Cervence 2004
1. z&r 2004

Ostatni pInéni a protiplnéni uvedena v priloze k Géetni zavérce, v ¢asti lIl.10, byla realizovédna na zékladé vzajemnych

dohod a objednavek, bez uzavreni pisemnych smluv.
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Report on Relations between Related Parties

for the Year Ended December 31, 2004

The following additional disclosures are provided for the accounting period 2004 in accordance with the provision
of Article 66a (9) of the Czech Commercial Code.

Definitions

Controlled Entity:

Controlling Entity:

Related parties:

Inc. which is the ultimate holding company of Philip Morris Holland B.V.

Philip Morris CR a.s.

Philip Morris Holland B.V.

Companies controlled directly or indirectly by Philip Morris Holland B.V. as well as by Altria Group,

Contracts and amendments to the existing contracts concluded with the Controlling Entity and related

parties

During 2004:

Company

Contract

Conclusion date

Sales of goods and services

DIN fabrika duvana a.d. Nis
Philip Morris Polska S.A.

Service Agreement

Rental Agreement

January 12, 2004
September 30, 2004

Philip Morris Romania SRL Amendment No. 1 to the Rental agreement April 30, 2004
Amendment No. 1 to the Personnel Services
Agreement April 30, 2004
Philip Morris Slovakia s.r.o. Termination Agreement to Licence Agreement April 6, 2004
Termination of Master Lease Agreement April 6, 2004
Amendment No: 4 to Distribution Agreement April 23, 2004
Purchase of goods and services
Papastratos Cigarette Manufacturing S.A. Contract Manufacturing Agreement July 19, 2004
Philip Morris GmbH Logistics Services Agreement January 1, 2004
Contract Manufacturing Agreement May 1, 2004

Philip Morris Products S.A

Amendment No: 1 to Contract Manufacturing
Agreement

Licence Agreement

Amendment No: 1 to Licence Agreement
Amendment No: 1 to Contract Manufacturing
Agreement

Amendment No: 2 to Licence Agreement

August 23, 2004
January 27, 2004
May 1, 2004

July 1, 2004
September 1, 2004

Other performances and counter-performances as specified in Notes to Financial Statements, paragraph I11.10 were fulfilled

based on negotiated offers and purchase orders without concluding written contracts.
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Jiné pravni dkony a opatfeni

Vyjma vyse uvedenych smluvnich vztah nebyly mezi propojenymi osobami ucinény pravni Gkony, které byly v z&jmu

téchto osob, a ze strany ovladané osoby nebyla prijata ani uskute¢néna zadné opatreni v zajmu nebo na popud ovladajici

osoby v pribéhu predmétného Gcetniho obdobi.

Vsechna plnénf a protiplnéni mezi ovlddanou a ovladajici osobou, nebo ostatnimi propojenymi osobami, byla poskytovéana
na zékladé vyse uvedenych smluv a vzajemnych dohod. Ovlddané osobé nevznikla zddné Gjma v disledku uzavrenf

zminénych smluv, prijatych plnéni nebo poskytnutych protiplnéni. Transakce uskute¢néné mezi propojenymi osobami

jsou podrobné uvedeny v priloze k Gcetni zavérce, v ¢asti l11.10.

Dne 24. 3. 2005
L

SINNON

Lo

Graeme Davidson

s

predseda predstavenstva

Nicklas Blomqvist

¢len predstavenstva
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Other legal acts and measures

Apart from the above-mentioned contracts no other legal acts were made between related parties, and no other measures
were adopted or effected by the Controlled Entity in the interest, or at the initiative of the Controlling
Entity and/or entities controlled by the Controlling Entity in the accounting period.

All performances and counter-performances between the Controlled Entity and the Controlling Entity and/or the entities
controlled by the Controlling Entity were fulfilled based on the above-mentioned contracts or on negotiated offers.
No detriment arose to the Controlled Entity due to the said contracts, supplied performances or effected counter-

performances. Related party transactions are detailed in the Notes to Financial Statements, paragraph II1.10.

March 24, 2005
L

S

IREVRE:
L_ '|H! L '.k-._\‘:‘:_,.f){_ _ )

Graeme Davidson Nicklas Blomqvist

Chairman of the Board of Directors Member of the Board of Directors
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Informace o prijmech, které byly za Gcetni obdobi 2004
prijaty vedoucimi osobami a ¢leny dozorci rady

(v tis. K&)

Zakon &. 256/2004 Sb., (Zakon o podnikéani na kapitalovem trhu), § 118, stanovi povinnost uvadét informace o viech
penézitych a naturéalnich prijmech, které byly prijaty za Gcetni obdobi vedenim Spole¢nosti a ¢leny dozorci rady
od Spolecnosti. Do skupiny vedeni Spolecnosti jsou zahrnuty prijmy rediteld, jejichz funkce spadaji do okruhu jmenovanych

funkei v souladu s definici uvedenou v § 27, odst. 5 Zakoniku préce.

Odmeéna c¢len( vedeni Spole¢nosti a dozoréi rady, kterf jsou zaméstnanci Spole¢nosti, zahrnuje zékladni ro¢ni plat, bonus
vypléceny na zékladé individuéIniho vykonu a ostatni nepenézni zaméstnanecké vyhody jako napr. podnikovéa auta,

zaméstnanecké cigarety, prispévek na stravovani, penzijni pojisténi a zivotni a Grazové pojistént.

Clenové vedent, kteff nejsou zaméstnanci Spole&nosti, jsou zaméstnanci Philip Morris Management Services S.A.
Od Spolecnosti dostéavaji podnikové auta, zaméstnanecké cigarety a prispévek na stravovéni. Transakce se spole¢nosti
Philip Morris Management Services S.A. jsou uvedeny v bodé 10 prilohy Konsolidované Gcéetni zdvérky. Odména clent

dozor¢i rady, kteri nejsou zaméstnanci Spole¢nosti, predstavuje jednordzovou ro¢ni odménu.

Clenové vedeni Spole¢nosti a dozordi rady, kteri jsou zaméstnanci Spole¢nosti nebo jiné spole¢nosti ve skupiné Altria,

nemaji zadné prijmy z titulu ¢lena predstavenstva a dozor¢i rady.

Informace o penézitych a naturélnich prijmech, které prijali za G¢etni obdobf ¢lenové vedenf a ¢lenové dozordi rady z titulu

jejich funkce ve Spolecnosti od Spolecnosti a spolecnosti ovlddanych Spolecnosti:

Penézity prijem Naturalni prijem
Predstavenstvo 6516 2710
Dozoréi rada 1 606 212

Tabulka zahrnuje odmény ¢lendim vedeni, kterf byli ¢leny predstavenstva a dozoréi rady k 31. 12. 2004.
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Information on remuneration received by Executives and
Supervisory Board members during the accounting period

2004 (in K& 000’s)

The Capital Market Business Act no. 256/2004 Coll., section 118 assesses the obligation to publish information on all
monetary income and income in kind received by Executives and Supervisory Board members during the accounitng
period from the Company. The Executive category includes income of directors whose position meet the definition
of Section 27(5) of the Labour Code.

Remuneration of Executives and members of Supervisory Board who are employees comprises annual base salary, bonus
based on individual performance and other remuneration in kind such as cars for use, cigarettes, lunch allowances, pension

contribution, life and accident insurance.

Non-employee Executives are employees of Philip Morris Management Services S.A. The Company provides them with other
remuneration in kind such as cars for use, cigarettes and lunch allowances See Note 10 in Notes to Consolidated Financial
Statements for transactions with Philip Morris Management Services S.A. Remuneration of members of the Supervisory Board

who are non-employee comprises an annual fee.

Executives and members of Supervisory Board who are employees of the Company or an entity within the Altria group of

the companies receive no additional compensation for services as member of the Board of Directors and Supervisory Board.

Information on all monetary income and income in kind received by Executives and members of the Supervisory Board from

the Company or the entities controlled by the Company during the current period:

Monetary Income Income in Kind
Board of Directors 6 516 2710
Supervisory Board 1 606 212

The table includes remuneration of members who held office on December 31, 2004.
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Prechod na vedeni Gcetnictvi a vykazovani dle IFRS

(v tis. K&)

Na zakladé pozadavk(l Zakona ¢. 563/1991 Sb., o G&etnictvi, ve znénf pozdé&jsich predpisd a Nafizeni (ES) & 1606/2002

Evropského parlamentu a Rady, bude Spoleénost od 1. 1. 2005 vést Gcetnictvi a sestavovat Gcetni zavérku

(v&etné konsolidované) podle Mezinarodnich standard( G&etniho vykaznictvi (IFRS). Prvni publikované vykazy pfipravené

podle IFRS budou finanéni vykazy za rok 2005 se srovnatelnymi Gdaji 2004. Datem prechodu na IFRS se pro Spolecnost

stava 1. 1. 2004.

Spolec¢nost provedla analyzu svych procest a identifikovala rozdily v G¢etnich postupech mezi ¢eskymi Géetnimi predpisy

a IFRS. Finan¢ni vykazy sestavené podle pravidel IFRS s detailnim vysvétlenim rozdild mezi ¢eskymi Gcetnimi predpisy

a IFRS budou soucasti pololetni zpravy k 30. 6. 2005 a vyroc¢ni zpravy za rok 2005. Pro ilustraci uvadime odhadovany
dopad na hlavni polozky konsolidované rozvahy k 1. 1. 2004 a 31. 12. 2004 a konsolidované vysledovky za rok 2004.

Aktiva Cizi zdroje  Vlastni kapital
Statutarni konsolidovana tcetni zavérka k 31. 12. 2003 19 573 414 7 803 020 11 770 394
Dlouhodoby hmotny majetek -51 096 -51 096
Zésoby -23 354 -23 354
Dlouhodoby finanéni majetek -175 -175
Pohledavky a zavazky -99 230 -99 230
Dan z prijma -1945 924 -1 945 924
Odlozené dan 8 504 -36 011 44 515
Celkovy dopad -2 111 275 -2 081 165 -30 110
IFRS konsolidovana ucetni zavérka k 1. 1. 2004 17 462 139 5721 855 11 740 284

Aktiva Cizi zdroje  Vlastni kapital
Statutarni konsolidovana Gcetni zavérka k 31. 12. 2004 17 514 032 6 323 417 11 190 615
Dlouhodoby hmotny majetek -57 628 -57 628
Z&soby -15170 -15 170
Dlouhodoby finan¢ni majetek -175 -175
Pohledavky a zavazky -32 762 -32 762
Dan z prijmu -1 545 080 -1 545 080
Odlozené dan 8 027 -9 868 17 895
Celkovy dopad -1 642 788 -1587 710 -55 078
IFRS konsolidovana acetni zavérka k 31. 12. 2004 15 871 244 4735 707 11 135 537
Statutarni konsolidovany zisk za rok 2004 3739 750
Dlouhodoby hmotny majetek — spotreba materiélu -6 532
Zasoby - spotfeba materialu 8 184
Odlozené dan -26 619
Mensinovy podil 33
Kumulované rozdily z prepoctu cizi mény 1148
Celkovy dopad -23 786
IFRS konsolidovany zisk za rok 2004 3715 964
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Transition into IFRS based accounting and reporting

(in K& 000%s)

Based on requirements of the Act on Accounting No. 563/1991 Col. and Regulation (EC) No. 1606/2002 of the European

Parliament and of the Council, the Company will adopt International Financial Reporting Standards (IFRS) as primary

standards for its financial accounting and reporting starting January 1, 2005. The first published IFRS financial statements
will be those for 2005 with comparative for 2004. The transition date to IFRS is January 1, 2004.

The Company has reviewed its business processes and identified the differences in its accounting policies based
on CZ GAAP and IFRS. The IFRS financial statements with detailed explanation of differences between CZ GAAP and IFRS
will be included in mid-year report as at June 30, 2005 and Annual Report for 2005. In order to illustrate the impact

of the differences on consolidated balance sheet as at January 1, 2004 and December 31, 2004 and consolidated income

statement for 2004, we provide following analysis:

Assets Liabilities Equity
Statutory consolidated financial statements
at December 31, 2003 19573 414 7 803 020 11 770 394
Tangible Fixed Assets -51 096 -51 096
Inventories -23 354 -23 354
Long-Term financial Investments -175 -175
Payables and receivables -99 230 -99 230
Current Income Tax -1 945 924 -1 945 924
Deferred tax adjustment 8 504 -36 011 44 515
Total impact -2 111 275 -2 081 165 -30 110
IFRS consolidated financial statements at January 1, 2004 17 462 139 5721 855 11 740 284
Assets Liabilities Equity
Statutory consolidated financial statements
at December 31, 2004 17 514 032 6 323 417 11 190 615
Tangible Fixed Assets -57 628 -57 628
Inventories -15 170 -15 170
Long-Term financial Investments -175 -175
Payables and receivables -32 762 -32 762
Current Income Tax -1 545 080 -1 545 080
Deferred tax adjustment 8 027 -9 868 17 895
Total impact -1642 788 -1 587 710 -55 078
IFRS consolidated financial statements at December 31, 2004 15 871 244 4 735 707 11 135 537
Statutory consolidated net income for 2004 3739 750
Property, plant & equipment — raw materials and consumables used -6 532
Inventories — raw materials and consumables used 8 184
Income tax — deferred -26 619
Minority interest 33
Cumulated translation adjustment 1148
Total impact -23 786
IFRS consolidated net income for 2004 3 715 964
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Dlouhodoby hmotny majetek

Dle ceské Gcetni legislativy bylo veskeré zatizeni pro Gdely primého marketingu s pofizovaci cenou nad 60 tis. K& Gc¢tovano
jako dlouhodoby hmotny majetek a odepisovano po dobu dvou let. Na zékladé definice dlouhodobého majetku v IAS 16
se toto zarizenf neklasifikuje jako dlouhodoby majetek a je Gc¢tovano do nakladt v okamZiku porizent.

Zasoby

V souladu s ¢eskymi Géetnimi predpisy byl veskery provozni material bez prfimého vztahu k vyrobé fyzicky evidovany
na skladé vykazovan jako zésoba. Na zakladé definice zasob v IAS 2 se ¢ast tohoto materialu (nap¥. spotfebovany material,
palety, pohonné hmoty a maziva) neklasifikuje jako z4soba a je G&tovan do naklad(i v okamzZiku pof¥izen.

Dlouhodoby finanéni majetek

Dle Ceské tcetni legislativy byla investice do Nadace Narodni Galerie klasifikované jako finanéni majetek. Pro Gcely IFRS
je tato investice, na zékladé principu ,prednosti obsahu nad formou®, povazovéna za sponzorsky prispévek a byla odepséna
do nakladd.

Pohledavky a zavazky

V souladu s éeskymi Géetnimi predpisy byly véechny zavazky a pohledévky vykazovany oddélené. Pro Gcely IFRS zavazky
a pohledavky v ramci spole¢nosti Philip Morris spliuji pozadavky umozniujici jejich kompenzaci. Totéz plati i pro nékteré
danové pohledavky a zdvazky vaci finanénimu Gradu.

Odlozena dan

Vyse uvedené Gpravy v dlouhodobém hmotném majetku a zdsobéch jsou predmétem odlozené dané a proto je odlozena

dan prepoditana.

Vyse uvedené rozdily neobsahuji mozny dopad z Gcéetnich Gprav pri pouziti IFRS pravidel vyzadovanych IFRS 2

,Odmény vézané na vlastni kapitél®.

Vy$e uvedené Gdaje ilustrujici rozdily mezi IFRS a eskymi Géetnimi predpisy jsou predbézné. Udaje vychéazeji z konsolidované

rozvahy a vysledovky sestavené podle pravidel IFRS. Tyto finanéni vykazy nebyly auditovény.
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Tangible Fixed Assets

Under CZ GAAP direct marketing equipment with acquisition costs over K& 60k was accounted for as a tangible asset and
depreciated over two years. Based on IAS 16 this equipment does not meet the definition of PP&E and therefore is expensed
upon purchase.

Inventories

Under CZ GAAP all operating supplies kept in stock were recognised as inventory. Based on IAS 2 part of operating supplies
not directly related to the production (e.g. certain raw materials, palettes, fuel for cars and lubricants) do not meet
the definition of inventory and therefore is expensed upon purchase.

Long-Term Financial Investments

Under CZ GAAP the investment in Narodni Galerie Fundation was recognised as an asset. For IFRS purposes considering

“substance over form” principle it is classified as sponsorship expense.
Trade & Tax payables and receivables

Under CZ GAAP all payables and receivables were kept separately. Based on IFRS the payables and receivables with other

Philip Morris affiliates meet the criteria for offsetting. The same applies for certain tax payables and receivables.
Deferred Tax

The above listed adjustments in PP&E and Inventories are subject to the deferred tax and therefore the deferred

tax is recalculated.
The adjustments do not include possible impact of the adoption of IFRS 2 “Share based payments”.

The above included illustrative data of the differences between CZ GAAP and IFRS is preliminary. It is based on consolidated

balance sheet and income statement prepared under IFRS. These financial statements were not audited.
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A

PHILIP MORRIS CR

Sidlo spolecnosti / Registered Address
Philip Morris CR a.s.

Vitézna 1

284 01 Kutna Hora

Vedeni spolecnosti / Headquarters
Karlovo ndm. 10

120 00 Praha 2

tel.: (+420) 266 702 111, fax: (+420) 266 702 333
www.pmintl.com

IC: 14803534

ISIN: CS008418869

Spolecnost je zapsana v obchodnim rejstitku vedeném u Méstského soudu v Praze, v oddilu B, vloZce 627.
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