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ziskovost

Philip Morris CR a.s. je pfednim vyrobcem a distributorem
tabakovych vyrobka v Ceské republice. Dospélym
zékaznikim nabizi oblibené mezinarodni a domaci znacky
cigaret, jako jsou Marlboro, LEM, Petra a Sparta ve vice
nez padesati variantach, které pokryvaji Siroké spektrum
vyrobkd, pokud jde o chut i cenovou Groveri.

Philip Morris CR a.s. patif do skupiny Philip Morris
International Inc., jedné ze spole¢nosti Altria Group, Inc.
Altria Group, Inc. je matef'skou spolecnosti Kraft Foods Inc.
s pfiblizné 85% podilem, Philip Morris International Inc.,
Philip Morris USA Inc. a Philip Morris Capital Corporation.
Skupina spolecnosti Altria ma také 33,9% podil

v SABMiller plc. Altria Group Inc. doséhla

za rok 2004 gistych provoznich vynost v celkové

vysi 89,6 miliardy dolard.

Zprava predstavenstva
Zpréava predstavenstva vychézi z konsolidovanych
pololetnich finanénich vykaz( Philip Morris CR a.s., které

byly pripraveny v souladu s Mezinarodnimi standardy
éetntho vykaznictvi (IFSR).

Konsolidované hlavni Gdaje (v mil. k&)

Pololeti konéici 30. éervna

2005 2004~
Trzby 5735 6391
Zisk pred zdanénim 2032 2 699
Zisk po zdanéni 1457 1908
Zisk na akcii (K&) 530 695
Celkovy odbyt 10,6 10,5

(v miliardach jednotek)

* V pololetni zpravé z roku 2004 byly finanéni informace zpracované
z finanénich vykazi spoleénosti Philip Morris CR a.s. v souladu
s Ceskymi G¢etnimi standardy. Aby byly Gdaje srovnatelné,
jsou finan¢ni informace za obdobi koncici 30. cervnem 2004
pripraveny na zakladé konsolidovanych financnich vykazd
spole¢nosti Philip Morris CR a.s. a ptepracovany v souladu
s Mezinarodnimi standardy tcetniho vykaznictvi.




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 Marlboro, LEM, Petra

and Sparta in more than fifty packaging variants
covering different taste and price segments.

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

of Altria Group, Inc. 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 interim financial statements

of Philip Morris CR a.s. prepared in accordance

with International Financial Reporting Standards (IFRS).

Consolidated Highlights (czk millions)

Mid-year ended June 30

2005 2004*
Revenues 5735 6 391
Pre-tax income 2032 2 699
Net Income 1457 1908
Earnings per share (CZK) 530 695
Total Shipments 10.6 10.5

(bio units)

*In the 2004 mid-year report the financial information were based
on the legal entity financial statements of Philip Morris CR a.s.
in accordance with Czech Accounting Standards. For comparison
purposes, financial information for the period ended June 30, 2004
has been prepared based on the consolidated financial statements
of Philip Morris CR a.s. and restated in accordance with IFRS.




rozhodnost

Podnikéni v Ceské republice

Objem domaciho odbytu v prvnich Sesti mésicich roku
2005 poklesl 0 2,3% v porovnani se stejnym obdobim
predchoziho roku, coz odrazi ztratu trzniho podilu

ve prospéch levnéjsich konkurencnich znacek. Odbyt

v prvnim Ctvrtleti roku 2005 byl podstatné nizsi oproti
stejnému obdobi predchoziho roku, které jesté nebylo
ovlivnéno vstupem do Evropské unie a zvySenim
maloobchodnich cen z dlivodu zvyseni spotrebni dané.
Uspéch levnych znacek Clea a Next, které jsme nedavno
uvedli na trh, se odrazil v narastu celkového odbytu

ve druhém Ctvrtleti v porovnani se stejnym obdobim
predchoziho roku, ale zaroveri zptsobil pokles trzeb

z divodu vyssiho podilu levnych znadek.

Podle vyzkumu agentury ACNielsen poklesl podil nasich
znacek na trhu v prvni poloviné roku 2005 v porovnani
se stejnym obdobim roku 2004 o 6,5% na 697%.

Abychom déle posilili nasi konkurenceschopnost v niz§im
cenovém segmentu, snizili jsme k 1. cervnu ceny znacek
Red & White a Start king size.

V dubnu roku 2005 oznamila spole¢nost Philip Morris CR as.
plan na konsolidaci vyroby cigaret v Ceské republice

do tovarny v Kutné Hore a zastaveni produkce

v hodoninském zavodé ke konci cervence 2005.
Restrukturalizace, jejimz7 cilem je zvysit vyrobnf
konkurenceschopnost v prostiedi ménicich se podminek
na trhu a preferenci spotrebiteld, probiha podle planu.

V souvislosti s konsolidaci vyroby vznikly mimoradné
naklady ve vysi 377,6 miliond ke 30. ¢ervnu 2005.

Podnikani na Slovensku

Odbyt na Slovensku se v prvni poloviné roku zvysil

0 18,3% v porovnani se stejnym obdobim predchoziho
roku. Déivodem bylo zotaveni prodejti celého odvétvi

na Uroven pred podstatnym zvy$enim spotiebni dané

v letech 2003 a 2004 a zaroven kvalita naseho portfolia
znacek. Jak vyplyva z prazkumu agentury ACNielsen,
podil nasich znacek na celkové spotiebé se zvysil o 4,5
procentniho bodu ve srovnani se stejnym obdobim roku
2004 na 60,2% diky vyznamnému posileni znacek L&EM
a Red & White.




decisiveness

Business in Czech Republic

Czech domestic shipments for the first six months

of 2005 declined by 2.3% versus the same period

in 2004 reflecting market share losses to lower priced
competitive brands. First quarter 2005 shipments were
significantly lower than in the prior year period before
the EU accession and the effectiveness at retail of the
2004 excise increase. The strong performance of recently
introduced lower priced brands, especially Clea and Next,
were reflected in a total shipment increase versus 2004
in the second quarter but also to a revenue decrease
due to unfavorable product mix.

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

of 2005 declined by 6.5 points to 69.0% in comparison
with the same period 2004. In order to further reinforce
our competitiveness in lower priced segments,

on June 1, Red & White and Start king size variants

were repositioned to this price segment.

In April 2005, Philip Morris CR a.s. announced its plan
to consolidate its Czech cigarette manufacturing

in the Kutné Hora factory and to cease production

at its Hodonin manufacturing facility by the end

of July 2005. The restructuring, aimed at increasing
manufacturing competitiveness in light of changes

in market conditions and brand mix, is proceeding
according to plan. As a result of the consolidation,

PM CR incurred an extraordinary charge

of CZK 377.6 millions at June 30, 2005.

Business in Slovakia

PM Slovakia shipments for the first 6 months increased
by 18.3% versus the same period prior year reflecting
some recovery in total industry volume, which had been
depressed as a result of substantial excise tax increases
in 2003 and 2004, as well as the strength of our product
portfolio. According to research conducted by

the AC Nielsen agency, our brands’ share of total
consumption increased by 4.5 points to 60.2%

in comparison with the same period for 2004 led

by strong gains for the L&EM and Red & White brands.




Vyvoz

Vlyvoz na ostatni trhy poklesl o 3% v porovnani se stejnym
obdobim predchoziho roku.

Konsolidované financni vysledky

Trzby poklesly o 10,3% na 5,73 miliardy K& v porovnani
se stejnym obdobim predchoziho roku z diivodu vyssiho
podilu levnych znadek i pres nérlst celkového odbytu o 0,8%.

Zisk pred zdanénim se snizil o 24,7% na 2,03 miliardy
korun, a to zejména v dasledku poklesu trzeb

a mimoradnych nakladd spojenych s konsolidaci vyroby

a zastaveni produkce v hodoninském zavodé. Bez téchto
mimoradnych nakladd by zisk pred zdanénim poklesl o 11%
v porovnani s prvnimi Sesti meésici roku 2004.

Konsolidovany zisk po zdanéni poklesl o 23,6% na 1,46
miliardy korun. Tento pokles byl zptsoben vyse uvedenymi
dGvody a byl ¢astecné kompenzovén snizenim sazby dané
z prijma pravnickych osob z 28% na 267%.

Budoucnost

Ceska republika

Zvyseni spotrebnich dani, které schvalila ¢eska vlada

na Cervenec 2005 a duben 2006, zapricini nardst cen
nad Groven inflace. Je pravdépodobné, Ze ve vysoce
konkurenénim prostredi maze toto zvySeni cen znamenat
pokracujici prechod konzumentd k levnéjsim znackam

a tento trend muze jesté zesilit. Vysledkem mohou byt
nizsi trzby zapricinéné zvysenym prodejem levnych
znacek, a navic mGze dojit ke snizeni prodeje na trhu

s cigaretami.

Slovensko

Viyrazné zvySeni spotfebnich dani, které v souc¢asnosti
pripravuje slovenské vlada na zacatek roku 2006, mize
zpusobit zvyseni prechodu konzumentd k levnéjsim
znackam. A navic, na zakladé historického vyvoje, by
zvySovani cen z divodu rastu dani mohlo zvysit priliv
nelegalnich vyrobk( i pres Gsili Gradd, které pokracuji
v feSeni tohoto problému za nasi pIné podpory.
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Exports

Exports shipments to other markets decreased
by 3% versus the same period prior year.

Consolidated Financial Results

Sales revenues declined by 10.3% to CZK 5.73 billion
versus the same period last year, despite the 0.8% increase
in total shipments reflecting product and geographic

mix degradation.

Pre-tax income decreased by 24.77% to CZK 2.03 billion,
reflecting mainly lower revenues and the extraordinary
costs related to the factory consolidation and the Hodonin
closure. Excluding these extraordinary costs, pre-tax income
decreased by 11% versus the first 6 months of 2004.

Net consolidated income declined by 23.6%

to CZK 1.46 billion, reflecting the pre-tax items
partially offset by the corporate income tax rate
decline from 28% to 26%.

Outlook

Czech Republic

The excise tax increases, which were approved for July 1,
2005 and April 1, 2006 by the Czech government,

will drive retail price increases in excess of inflation.

In a highly competitive environment, such price
increases are likely to result in a continued

and possibly even accelerated consumer shift

to lower priced products resulting in lower revenues
driven by mix degradation. Furthermore, this may cause
a contraction of the cigarette market.

Slovakia

The substantial excise tax increases, which are currently
being prepared for the beginning of 2006 by the Slovak
government, could result in increased consumer shifts
to lower priced products. In addition, based on historical
developments tax driven price increases could lead

to an upturn in the inflow of illicit product, despite
the efforts of the authorities in addressing this issue
that continue with our full support.




predvidavost

Proziravost
a varovna stanoviska

Cas od ¢asu mizeme pronést Gstnf nebo poskytnout
pisemna vyjadreni a predpovédi o nasi budoucnosti,
vCetné vyjadreni uvedenych v dokumentech
dorucovanych Komisi pro cenné papiry nebo jinym
(radiim, ve zpravach nasim akcionaram, v tiskovych
prohlasenich nebo ve zpravach pro investory

na internetu. Tato vyjadreni Ize charakterizovat slovy
strategie, ocekavani, vyvoj, plany, predpovédi, domnénky,
postoje, odhady, umysly, projekty, cile, zaméry,

nebo jinymi slovy podobného vyznamu. Tato vyjadreni
|ze soucasné identifikovat tim, Ze se nevztahuji vylucné
na historické nebo soucasné skutecnosti.

Nemuzeme zarucit, ze jakékoli vyjadreni tykajici

se budoucnosti se skute¢né naplni, ackoliv se
domnivame, Ze jsme v nasich planech a predpovédich
obezrfetni. Dosazeni budoucich Gspéch je rizikové

a nejisté a podléha nepresnosti predpokladd. Skutecné
vysledky se mohou lisit od téch predpokladanych,
predpovidanych nebo navrhovanych, a to v pripadé,
7e nastanou zndma nebo v soucasnosti neznama rizika
a nejistoty, nebo Ze se vychozi predpoklady ukazi jako
nepresné. Investori by tato rizika méli mit na paméti
pii posuzovani progndz 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.

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

we have been prudent in our plans and assumptions.
Achievement of future results is subject to risks,
uncertainties and inaccurate assumptions. Should
known or unknown risks or uncertainties materialize,
or should underlying assumptions prove inaccurate,
actual results could vary materially from those
anticipated, estimated or projected. Investors should
bear this in mind as they consider forward-looking
statements and whether to invest in or remain
invested in Philip Morris CR a.s. securities.
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pololetni zprava 2005

Konsolidovana rozvaha

k 30. 6. 2005 (v celych miliénech K¢&)

Odstavec 30. 6. 2005 31. 12. 2004
Dlouhodoby hmotny majetek 6 2415 2 586
Dlouhodoby nehmotny majetek 27 34
Odlozené danové pohledavka 13 8 8
Stala aktiva 2 450 2628
Zésoby 8 9511 4283
Pohledavky z obchodnich vztahd a jiné pohledévky 9 1987 8 285
Dan z prijma 335 49
Penize a penézni ekvivalenty 584 658
Obézna aktiva 12 417 13 275
Aktiva celkem 14 867 15903

Odstavec 30. 6. 2005 31. 12. 2004
Zékladni kapitél 10 2 745 2 745
Emisni &zio 2 336 2 336
Rezervy 551 551
Kurzové rozdily @) -
Nerozdéleny zisk 2 549 5 503
Kapital a rezervy 8 180 11 135
Mensinovy vlastni kapital 2 1
Vlastni kapital 8 182 11 136
Odlozeny danovy zavazek 13 148 179
Dlouhodobé zavazky 148 179
Zévazky z obchodnich vztah( a jiné zavazky 11 817 788
Ostatni danové zavazky 12 5720 3800
Kratkodobé zavazky 6 537 4 588
Pasiva celkem 14 867 15903




mid-year report 2005

Consolidated Balance Sheet

at June 30, 2005 (in millions CZK)

Notes  June 30, 2005 December 31, 2004
Property, plant and equipment (PP&E) 6 2 415 2 586
Intangible assets 27 34
Deferred tax assets 13 8 8
Non-current assets 2 450 2628
Inventories 8 9511 4 283
Trade and other receivables 9 1987 8 285
Current income tax prepaid 335 49
Cash and cash equivalents 584 658
Current assets 12 417 13 275
Total assets 14 867 15903

Notes  June 30, 2005 December 31, 2004
Registered capital 10 2 745 2 745
Common stock paid-in capital 2 336 2 336
Reserves 551 551
Cumulative translation adjustment @)} -
Retained earnings 2 549 5 503
Capital and reserves attributable the Company‘s equity holders 8 180 11 135
Minority Interest 2 1
Equity 8 182 11 136
Deferred tax liabilities 13 148 179
Non-current liabilities 148 179
Trade and other payables 11 817 788
Other current tax liabilities 12 5720 3 800
Current liabilities 6 537 4 588

Total equity & liabilities 14 867 15903
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Konsolidovany vykaz zisku a ztraty

za obdobi konéici 30. 6. 2005 (v celych miliénech Ké&)

Obdobi koncici Obdobi kondici
Odstavec 30. 6. 2005 30. 6. 2004
Trzby 5 5735 6 391
Ostatnf vynosy 76 82
Zména stavu zasob vyrobkd a nedokondéené vyroby 609 (222)
Spotreba materialu a sluzby (3 195) (2 706)
Osobni néaklady 14 (736) (527)
Odpisy dlouhodobého nehmotného a hmotného majetku (200) (202)
SniZenf hodnoty dlouhodobého hmotného majetku 7 (174) -
Ostatni provozni naklady (netto) 15 (74) (109)
Provozni zisk 2041 2707
Finan&n{ naklady 9 8
Zisk pred zdanénim 2032 2 699
Datt z pHjm0 17 (575) (791)
Zisk za Gcetni obdobi 1457 1908
Vztahujici se k:
Veétsinovému vlastnimu kapitalu 1455 1908
Mensinovému vlastnimu kapitalu 2 -
Zisk na akcii zékladni a zfedény 530 695




15
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Consolidated Income Statement

for the period ended June 30, 2005 (in millions CZK)

Period ended Period ended
Notes June 30, 2005 June 30, 2004
Revenues 5 5735 6 391
Other income 76 82
Changes in inventories of FG and WIP 609 (222)
Raw materials, consumables and services used (3195) (2 706)
Employee benefits expense 14 (736) (527)
Depreciation and amortisation expense (200) (202)
Impairment of PP&E 7 (174) -
Other operating expenses, net 15 74) (109)
Profit from operations 2041 2707
Finance costs @ €©)
Profit before tax 2032 2 699
Income tax expense 17 (575) (791)
Net profit for the period 1457 1908
Attributable to:
Equity holders of the parent 1455 1908
Minority interest 2 -
Earning per share basic and diluted 530 695
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Konsolidovany prehled o zménach vlastniho kapitalu

k 30. 6. 2005 (v celych miliénech K&)

Vztahujici se k vétsinovému vlastnimu kapitalu

Kumulativni

Mensinovy  Vlastni

Zakladni  Rezervy kurzové Nerozdéleny vlastni  kapital
kapital rozdily zisk  kapitadl celkem
Stav k 1. 1. 2004 5081 541 6 110 8 11740
Ocenovaci rozdily — zajisténi penéznich tokd - 8 - - - 8
Kumulativni kurzové rozdily - - 8 - 1 9
Zisk po zdanéni vykazany ve vlastnim kapitalu - 8 8 - 1 17
Zisk po zdanéni za Ucetni obdobi - - - 1908 - 1908
Celkovy zisk po zdanéni za Géetni obdobi - 8 8 1908 1 1925
Rozdéleni zisku:
Dividendy - - - (4324) - (4 324)
Ostatnf - - - 1 - 1
Celkové rozdéleni zisku - - - (4 323) - (4323)
Stav k 30. 6. 2004 5081 549 8 3695 9 9 342
Ocenovaci rozdily - zajisténi penéznich toku - 2 - - - 2
Kumulativni kurzové rozdily - - (8) - - (8)
Zisk po zdanéni/(ztrata) vykazany/4 ve vlastnim kapitalu - 2 38 - - )
Zisk po zdanéni za Gcetni obdobf - - - 1808 - 1808
Celkovy zisk po zdanéni za G&etni obdobi - 2 (8 1808 - 1802
Rozdéleni zisku:
Dividendy - - - - 6) @®
Celkové rozdéleni zisku - - - - (8) (8)
Stav k 31. 12. 2004 5081 551 - 5503 1 11136
Kumulativni kurzové rozdily - - (D - - @)}
Zisk po zdanéni vykazany ve vlastnim kapitalu - - (6}) - - (1)
Zisk po zdanéni za Ucetni obdobi - - - 1455 2 1457
Celkovy zisk po zdanéni za G&etni obdobi - - ()] 1455 2 1456
Rozdéleni zisku:
Dividendy - - - (4 409) (1) 4410
Celkové rozdéleni zisku - - - (4 409) (1) (4410
Stav k 30. 6. 2005 5081 551 (1 2549 2 8 182
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Consolidated Statement of Changes in Equity

for the period ended June 30, 2005 (in millions CZK)

Attributable to equity holders of the company

Cumulative
Share translation Retained Minority Total
capital Reserves adjustments earnings interest equity
Balance at January 1, 2004 5081 541 - 6 110 8 11740
Fair value gains - cash flow hedges - 8 - - - 8
Cumulative translation adjustment - - 8 - 1 9
Net income recognised directly in equity - 8 8 - 1 17
Profit for the period - - - 1908 - 1908
Total recognised income for the period - 8 8 1908 1 1925
Profit distribution:
Dividends - - - (4324 - (4329
Other - - - 1 - 1
Total profit distribution - - -  (4323) - (4323
Balance at June 30, 2004 5081 549 8 3 695 9 9 342
Fair value gains - cash flow hedges - 2 - - - 2
Cumulative translation adjustment - - 8) - - ®
Net income/(expense) recognised directly in equity - 2 ® - - (6)
Profit for the period - - - 1808 - 1808
Total recognised income for the period - 2 8 1808 - 1802
Profit distribution:
Dividends - - - - 6) ©)
Total profit distribution - - - - ® ®
Balance at December 31, 2004 5081 551 - 5503 1 11136
Cumulative translation adjustment - - @) - - @)
Net expense recognised directly in equity - - (6] - - (1
Profit for the period - - - 1455 2 1457
Total recognised income for the period - - ¢)) 1455 2 1456
Profit distribution:
Dividends - - - (4409 (0 4410
Total profit distribution - - - (4409 (1) ‘4410
Balance at June 30, 2005 5081 551 (D 2 549 2 8 182
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Konsolidovany vykaz penéznich toku

za obdobi konéici 30. 6. 2005 (v celych miliénech Ké&)

Za obdobi konéici

30. 6. 2005 30. 6. 2004
Penézni toky 7 provozni éinnosti
Ugetni zisk pred zdanénim 2035 2 699
Upravy o:
Odpisy 200 202
Nerealizované kurzové ztraty/(zisky) 7 4
Snizeni hodnoty dlouhodobého hmotného majetku 174 (©)}
Finan&nf vynosy (netto) (75) (74
Ztrata z prodeje dlouhodobého hmotného majetku - 5
Ostatni nepenézni vydaje (netto) - 26
Penézni tok z provozni ¢innosti pred zménami pracovniho kapitalu 2341 2 845
Zména stavu:
Pohledavek 6 195 2777
Zé&vazk( 1921 (1838)
Z4sob (5 228) 2361
Penézni tok z provozni ¢innosti 5229 6 145
Zaplacen4 dan z piijmu (850) (1133)
Cisty pené&zni tok z provozni &innosti 4379 5012
Penézni toky z investicni dinnosti
\/ydaje na pofizeni dlouhodobého majetku (134) (158)
Prijmy z prodeje dlouhodobého majetku 4 35
Prijaté Groky 86 124
Cisty penézni tok z investi¢ni &innosti (44) 1
Penézni toky z finanéni éinnosti
Vlyplacené dividendy (4 409) (4 324)
Cisty penézni tok z finanéni ¢innosti (4 409) (4 324)
Cisty piirastek/(Gbytek) pen&inich prostiedkd 74) 689
Stav penéinich prostiedka za zacatku obdobi 658 294
Stav penéznich prostredkd na konci obdobi 584 982
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Consolidated Cash Flow Statement

for the period ended June 30, 2005 (in millions CZK)

For the period ended
June 30, 2004

June 30, 2005

Cash flow from operating activities

Profit before taxation 2035 2 699
Adjustment for:

Depreciation and amortization expense 200 202
Unrealized foreign exchange loss/(gain) 7 4
Impairment of PP&E 174 9
Net finance gains (75) 78
Loss on disposal of PP&E - 5
Other non cash losses in net - 26
Operating cash flows before working capital changes 2341 2 845
Changes in:

Trade and other receivables 6 195 2777
Trade payables 1921 (1838)
Inventories (5 228) 2361
Cash generated from operation 5229 6 145
Income tax paid (850) (1133)
Net cash from operating activities 4379 5012
Cash flow from investing activities

Purchase of PP&E (134) (158)
Proceeds from sale of PP&E 4 35
Interest received 86 124
Net cash used by/generated from investing activities (44) 1
Cash flow from financing activities

Dividends paid (4 409) (4 324)
Net cash used in financing activities (4 409) (4 324)
Net increase/(decrease) in cash and cash equivalents (74) 689
Cash and cash equivalents at the beginning of the period 658 294
Cash and cash equivalents at the end of the period 584 982
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Priloha ke konsolidované mezitimni Gcetni zavérce

k 30. 6. 2005

1. OBECNE UDAJE

1.1 Popis skupiny
Skupina Philip Morris CR a.s. (déle ,Skupina®) zahrnuje spole¢nost Philip Morris CR a.s (dale ,Spolednost®) a jejf dcefinou

spoleénost Philip Morris Slovakia s.r.o. (dale ,Dcefina spole¢nost®).

Philip Morris CR a.s. patif do skupiny Philip Morris International Inc. Altria Group, Inc. je matefskou spoleénosti
Philip Morris International Inc., Kraft Foods Inc., Philip Morris USA Inc. a Philip Morris Capital Corporation. Altria Group, Inc.

je nejvyssi ovladajici spole¢nosti Skupiny.

Philip Morris CR a.s. je akciova spolegnost registrovana v Ceské republice. Zabyva se zejména vyrobou, prodejem, distribucf
a marketingem tabakovych vyrobkd. Do obchodniho rejstriku byla Spole¢nost zapsana 28. 3. 1991 a jeji registrované sidlo
je v Kutné Hore, Vitézna 1, Ceské republika. Vedenf Spoleénosti sidli v Praze, vyrobni zdvody se nachazeji v Kutné Hofe,

Hodoniné a Straznici.

2. SHRNUTI VYZNAMNYCH UCETNICH ZASAD

2.1 Zakladni zasady
Tato mezitimni konsolidované Gdetni zavérka Skupiny je zpracovana za pololeti koncici 30. 6. 2005 a je zpracovana podle
standardu IAS 34 Mezitimni Gcetni vykaznictvi a IFRS 1 Prvni pouziti IFRS, protoze je zpracovana v obdobi, kdy Skupina poprvé

sestavuje konsolidované finan¢ni vykazy k 31. 12. 2005 podle Mezinarodnich standard( Gcetniho vykaznictvi.

Tato zkracena konsolidovana mezitimni Gcetni zévérka byla zpracovana na zakladé vydanych a platnych pozadavkd
vykazovani a ocefovani stanovenych Mezinarodnimi standardy Géetniho vykaznictvi (déle ,IFRS®) a vyklady IFRIC v rozsahu,
v jakém byly schvéleny Evropskou komisi v dobé& pFipravy této zpravy (Cervenec 2005). Zakladni Gdetni postupy pouZzité
pri pripravé zkracené konsolidované mezitimni Gcetni zavérky jsou popsany nize. Tyto Gcetni postupy byly aplikovany na
v8echny vykazované roky, pokud nenf uvedeno jinak. IFRS standardy a IFRIC vyklady, které budou platné k 31. 12. 2005,
vcetné téch, které budou platné na bézi dobrovolnosti, nejsou s urcitosti zndmy v dobé pripravy této konsolidované

mezitimni Gcetni zavérky.
Skupina vyuzila vyjimku dle standardu IFRS 1 aplikovat IAS 32 a IAS 39 az od 1. 1. 2005.

Konsolidovana Géetni zavérka byla zpracovana v souladu s &eskymi Géetnimi predpisy do 31. 12. 2004. Ceské téetnf
predpisy jsou v nékterych oblastech odlisné od IFRS. Pfi zpracovani této mezitimni zévérky Spole¢nost zménila nékteré
ocenovaci a konsolidacni postupy vyzadované v Gcetni zavérce podle ¢eskych Ucetnich predpisa tak, aby byly v souladu
s IFRS. Srovnatelné finanénf informace za rok 2004 byly upraveny tak, aby vyjadrovaly IFRS Gpravy, kromé téch, které jsou

popsény v Gdéetnich zésadéch.

Vysvétleni rozdilt a popis dopadd na hlavni polozky vlastniho kapitéalu, hospodéarského vysledku a penéznich tokd je

popsan v &asti 4 této prilohy.

Konsolidovand mezitimnf ¢etni z&vérka byla zpracovana na principu historickych porizovacich cen, s vyjimkou financ¢nich

derivatd, jak je dale popsano v Gdéetnich postupech.
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Notes to the Consolidated Interim Financial Information

at June 30, 2005

1. GENERAL INFORMATION

1.1 Group Description
Philip Morris CR a.s. Group (“the Group”) consists of Philip Morris CR a.s. (“the Company”) and its subsidiary Philip Morris
Slovakia s.r.o. (“the Subsidiary®).

Philip Morris CR a.s. is an affiliate of Philip Morris International Inc. Altria Group, Inc. (Altria Group) is the parent company
of Philip Morris International Inc., Kraft Foods Inc., Philip Morris USA Inc. and Philip Morris Capital Corporation. Altria

Group, Inc. is the ultimate controlling company of the Group.

Philip Morris CR a.s. is a joint stock company registered in the Czech Republic and its main business 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, Vitézné 1, Czech Republic. Its headquarters is in Prague and its manufacturing facilities are in

Kutné Hora, Hodonin and Straznice.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

This June 2005 interim consolidated financial information of the Group is for the six months ended June 30, 2005. It has been
prepared in accordance with IAS 34 Interim Financial Reporting and is covered by IFRS 1 First-time Adoption of IFRS, because
it is part of the period covered by the Group’s first IFRS financial statements for the year ended December 31, 2005.

This interim condensed financial information has been prepared based on the recognition and measurement requirements
of International Financial Reporting Standards (“IFRS”) and IFRIC interpretations issued and effective, to the extent that
they have been endorsed by the European Commission by the time of preparing this report (July 2005). The principal
accounting policies applied in the preparation of this interim condensed financial information are set out below. These
policies have been consistently applied to all periods presented, unless otherwise stated. The IFRS standards and IFRIC
interpretations that will be applicable at December 31, 2005, including those that will be applicable on an optional basis,

are not known with certainty at the time of preparing this interim condensed financial information.
The Group has made use of the exemption available under IFRS 1 to only apply IAS 32 and IAS 39 from January 1, 2005.

The Group consolidated financial statements were prepared in accordance with Czech Generally Accepted Accounting
Principles (“CZ GAAP”) until December 31, 2004. CZ GAAP differs in some areas from IFRS. In preparing the Group 2005
consolidated interim financial information, management has amended certain accounting, valuation and consolidation
methods applied in the CZ GAAP financial statements to comply with IFRS. The comparative figures in respect of 2004

were restated to reflect these adjustments, except as described in the accounting policies.

Reconciliations and descriptions of the effect of the transition from CZ GAAP to IFRS on the Group’s equity and its net

income and cash flows are provided in Note 4.

The consolidated interim financial information has been prepared under the historical cost convention except for financial

derivatives as disclosed in the accounting policies below.
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Priprava mezitimni Gcetni zavérky v souladu s IAS 34 vyZaduje pouziti urcitych Ucetnich odhadd. Odhady je také nezbytné
pouzit pfi aplikaci Gcetnich postupt Skupiny. Ze své podstaty se Gcetni odhady pouze zifidka budou rovnat skute¢nym

vysledkdam.

Céstky uvedené v této konsolidované mezitimni Géetni zavérce jsou vykazény v miliénech ceskych korun, pokud nenf

uvedeno jinak.

2.2 Konsolidace
Dceriné spolec¢nosti, v nichz mé Spole¢nost primo ¢i neprimo podil s rozhodujicim vlivem nebo ma nad nimi jinym
zplUsobem kontrolu, byly konsolidovany. Spole¢nosti jsou konsolidovéany ode dne, kdy nad nimi Skupina ziskala kontrolu,

a jsou vylouéeny z konsolidace k datu pozbyti této kontroly.

Vsechny transakce mezi spole¢nostmi ve Skupiné byly eliminovény, pokud transakce neposkytla ddvod snizeni hodnoty
prevadéného aktiva. V pripadé potreby byly Géetni postupy dcefinych spolecnosti upraveny tak, aby byl zajistén soulad

s postupy Skupiny.

2.3 Vykazovani podle segmentt

Prvotnim forméatem vykazovani Skupiny podle segmentu je Gzemnf segment. Uzemni segment je takové slozka podniku,
kterd se zabyva poskytovanim vyrobk( nebo sluzeb v diléim ekonomickém prostredi a kterd plsobi v prostredi takovych
rizik a dosahuje takové vynosnosti, které jsou odlisné od rizik a vynosnosti slozek plsobicich v jinych ekonomickych

prostredich. Skupina pripravuje informaci o Gzemnich segmentech na zékladé umisténi odbérateld.

Oborovy segment je takova rozpoznatelné slozka podniku, kterd se zabyvéa poskytovanim jednotlivého vyrobku nebo

sluzby, ktera Celi rizikim a dosahuje vynosnosti odli$né od rizik a vynosnosti jinych obord ¢innosti.

2.4 Transakce v cizich ménach

a) Funkéni ména a ména vykazovani

Polozky obsazené v Gcéetni zévérce kazdého subjektu Skupiny jsou ocenény ménou, ktera nejlépe zobrazuje ekonomickou
podstatu zasadnich udélosti a okolnostf tykajicich se daného subjektu (,funkéni ména“). Konsolidovana mezitimni Géetnf{

zavérka je vyjadrena v Ceskych korunéch, coz je funkéni ména i ména vykazovani materské spolec¢nosti.

b) Transakce a zidstatky

Transakce v cizich ménéch jsou Gc¢tovany prepoctené na funkéni ménu s pouzitim pevného kurzu. Pevny kurz pro dany
mésic je kurz vyhlageny Ceskou narodnf bankou v posledn{ pracovni den predchoziho mésice. Zisky a ztraty vyplyvajici
z Ghrady téchto transakci a z prepoctu penéznich aktiv a pasiv v cizich ménéch jsou vykazovany ve vykazu zisku a ztréty,

s vyjimkou transakefl k zajisténi penéznich tok’ precenénych do vlastniho kapitalu tak, jak je popséno v bodé 3.2.

c) Skupina
Financ¢ni vysledky a vykaz penéznich tokd zahrani¢nich subjektl se prevadéji na ménu pouzivanou pro vykazovani

Skupinou nasledovné:

(i) aktiva a zadvazky vykdzané v jednotlivych rozvahach se prepocitavaji sménnym kurzem platnym k piislusnému
rozvahovému dni;

(i) vynosy a néklady vykazané v jednotlivych vykazech zisku a ztraty se prepoditavaji primérnym ro&nim kurzem nebo
sménnym kurzem platnym k datu uskuteénéni transakce;

(iii) veskeré vysledné rozdily se vykazuji jako samostatné slozka vlastniho kapitélu.
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The preparation of financial information in accordance with IAS 34 requires the use of certain critical accounting estimates.
It also requires management to exercise judgment in the process of applying the Group’s accounting policies. The resulting

accounting estimates will, by definition, seldom equal the related actual results.

The amounts shown in these consolidated interim financial information are presented in millions Czech Crowns (“CZK"),

if not stated otherwise.

2.2 Consolidation

Subsidiary undertakings, which are those companies in which the Company, 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, have been consolidated.
Subsidiaries are consolidated from the date on which control is transferred to the Group and are no longer consolidated

from the date when the Group ceases to have control.

Intercompany transactions, balances and unrealized gains/losses on transactions between Group companies are eliminated
unless the transaction provides evidence of an impairment of the asset transferred. The accounting policies for subsidiaries

are changed, where necessary, to ensure consistency with the policies adopted by the Group.

2.3 Segment reporting
The Group’s primary reporting format is geographical segment. A geographical segment is engaged in providing products or services
within a particular economic environment that is subject to risks and returns that are different from those of segments operating

in other economic environments. The Group prepares its geographical segment information based on location of customers.

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks

and returns that are different from those of other business segments.

2.4 Foreign currency transaction

a) Functional and presentation currency

[tems included in the interim financial information of the Group’s entities are measured using the currency of the primary
economic environment in which the entity operates (“the functional currency”). The consolidated interim financial

information is presented in Czech crowns, which is the Company’s functional and presentation currency.

b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the 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.
Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at the
year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in the income

statement, except where hedge accounting is applied as explained in Note 3.2.

c) Group companies
The results and financial position of group entities that have a functional currency different from the presentation currency

are translated into the presentation currency as follows:

(i) assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance sheet;
(ii) income and expenses for each income statement are translated at average exchange rates or at exchange rates at the
dates of the transactions;

(iii) all resulting exchange differences are recognized as a separate component of equity (cumulative translation

adjustment).
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Kurzové rozdily vzniklé zpétnym prepoctem cisté investice do zahraniéniho subjektu a pajcéek nebo jinych néastroju
urcenych k zajisténi takovych investic se zahrnuji do vlastniho kapitalu. Pri prodeji zahrani¢niho subjektu se kumulované

¢astka kurzovych rozdila vykaze ve vykazu zisku a ztraty jako soucést zisku nebo ztraty z prodeje.

2.5 Pozemky, budovy a zafizeni
Nemovitosti, stroje a zafi{zenf jsou prvotné zaznamenény v porizovaci cené a jsou s vyjimkou pozemk( odpisovany, jak je
uvedeno déle. Zdstatkova hodnota zahrnuje i pifpadné snizenf hodnoty aktiva (sniZeni hodnoty). Pozemky jsou nasledné

zachyceny porizovaci cenou snizenou o opravné polozky vyjadrujici snizeni hodnoty.

Nasledné vydaje vztahujici se k poloZzce pozemkd, budov a zarizeni, které jiz byly vykazany, mohou byt pridany k tGcetni
hodnoté aktiva, jestlize je pravdépodobné, ze Skupiné prinesou budouci ekonomické uzitky a ze vydaje mohou byt
spolehlivé ocenény. Véechny dal$i vydaje na opravy a Gdrzbu jsou Gétovany do nékladd v dobé jejich vzniku.

f

Nemovitosti, stroje a zafizeni, s vyjimkou pozemkd, jsou odpisovany rovnomeérné pocinaje jejich uvedenim do uzivani.

Predpokladané doby Zivotnosti (v letech) pouZité v této Gdetni z&vérce jsou nésledujict:

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

Pozemky nejsou odepisovany.

Zastatkové hodnoty a zivotnost aktiv jsou ke kazdému rozvahovému datu revidovény a v pripadé potreby upraveny. Pokud
zGstatkova hodnota aktiva presahuje jeho odhadovanou zpétné ziskatelnou hodnotu, je zlstatkova hodnota aktiva snizena
na jeho zpétné ziskatelnou hodnotu (viz. Pozndmka 2.7 Snizeni hodnoty aktiv).

Hmotna aktiva, ktera se jiz nepouzivaji nebo jsou z jinych divodU vyrazena, se z rozvahy vyradi spolu s opravkami
vztahujicimi se k tomuto majetku. Veskeré vynosy &i ztraty vzniklé v souvislosti s vyfazenim jsou Gdétovany do

hospodarského vysledku z bézné cinnosti.

2.6 Dlouhodoby nehmotny majetek
Dlouhodoby nehmotny majetek zahrnuje programové vybaveni pocitacd. Nabyté licence z programového vybaveni jsou
kapitalizované v pofizovaci cené v dobé, kdy byly porizeny a uvedeny do uzivani. Naklady na pocitacovy software jsou

odpisovany rovnomérné na zakladé predpokladané doby Zivotnosti (po dobu t¥ aZ péti let).

Naklady spojené s vyvojem nebo opravami pocitacovych programt jsou vykazovéany jako naklady v dobé jejich vzniku.
Nicméné néklady primo spojené s identifikovanymi a specifickymi softwarovymi produkty, které jsou kontrolované
Skupinou a jejichz pravdépodobny ekonomicky uzitek bude prevySovat pofizovaci néklady po dobu delsi nez jeden rok,
jsou vykazovény jako nehmotna aktiva. Primé néklady zahrnuji vydaje zaméstnanct na vyvoj programového vybavenf
a prislusnou ¢ést rezijnich néklada.

Aktivované vydaje na vyvoj poéitacového zarizeni jsou odpisovany rovnomérné na zékladé predpokladané doby Zivotnosti

(ne déle nez tfi roky).

2.7 Snizeni hodnoty aktiv
Analyza snizeni hodnoty dlouhodobého hmotného majetku a ostatnich aktiv, véetné nehmotného majetku, je provadéna
vzdy, kdy okolnosti nebo zmény v podminkach vedou k tomu, Ze zlstatkova hodnota mize prevysit zpétné ziskatelnou

hodnotu tohoto majetku.
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Exchange differences arising from the translation of the net investment in foreign entities, and of borrowings and other currency
instruments designated as hedges of such investments, are taken to shareholders’ equity on consolidation. When a foreign

operation is sold, such exchange differences are recognized in the income statement as part of the gain or loss on sale.

2.5 Property, plant and equipment
All property, plant and equipment is initially recorded at cost and, except for freehold land, is subsequently carried at
its cost less any accumulated depreciation and impairment losses. Freehold land is subsequently stated at cost less any

impairment charges. Cost includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance are charged to the income statement during the financial period

in which they are incurred.

Items of property, plant and equipment, excluding freehold land, are depreciated from the time they are available for use,
using the straight-line method.

Estimated useful lives (in years) adopted in these consolidated interim financial information are as follows:

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

Land is not depreciated.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater
then its estimated recoverable amount (see Note 2.7 Impairment of assets).

Items of property, plant and equipment that are retired, or otherwise disposed of, are eliminated from the balance sheet,
along with the corresponding accumulated depreciation. Any gain or loss arising from retirement or disposal is included

in net operating income.

2.6 Intangible assets
Intangible assets include computer software. Acquired computer software licences are capitalized on the basis of the
costs incurred to acquire and bring to use the specific software. These costs are amortized over their estimated useful

life (three to five years).

Costs associated with developing or maintaining computer software programs are recognized as an expense as incurred.
Costs that are directly associated with the production of identifiable and unique software products controlled by the
Group, and that will probably generate economic benefits exceeding costs beyond one year, are recognized as intangible.
Direct costs include the costs of software development employees and an appropriate portion of relevant overheads.
Computer software development costs recognized as assets are amortized over their estimated useful lives (not exceeding

three years).

2.7 Impairment of assets
Property, plant and equipment and other assets, including intangible assets, are reviewed for impairment losses whenever

events or changes in circumstances indicate that the carrying amount may not be recoverable.
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Ztrata v dUsledku snizeni hodnoty je vykézéna ve vysi, o kterou zlstatkova hodnota majetku prevysuje jeho zpétné

vv/

ziskatelnou hodnotu. Zpétné ziskatelnd hodnota je vyssi hodnota z Cisté prodejni ceny aktiva a jeho hodnoty z uzivéani. Pro
{ prf

Gcely posouzeni snizeni hodnoty jsou aktiva sluéovéna do skupin aktiv, kterd vytvari penézni prirtistky ze stalého uzivant,

které jsou vyrazné nezavislé na penéznich prirGstcich z jinych aktiv nebo skupiny aktiv.

2.8 Zasoby

Zasoby se vykazuji v nizsi ze dvou cen, a to v pofizovaci cené nebo v Cisté realizovatelné hodnoté. Porizovaci cena zahrnuje
cenu pofizenf a vedlejsi naklady spojené s pofizenim zasob (doprava, clo, poji$téni a jiné). V hodnoté tabakovych nalepek,
nedokonéené vyroby, hotovych vyrobkl a nakupovaného zboZi je zahrnuta i spotrebni dan. Hodnota nedokoncéené vyroby
a hotovych vyrobk( zahrnuje primé materialové naklady a vyrobni rezii. Vyrobni rezie zahrnuje predevsim mzdy, odpisy,
spotrebu energii, ndklady na opravy a udrZovani apod. Vétsina materiélovych zasob je ocenéna v pramérnych cenéch.
Cist4 realizovatelnd hodnota je odhadem obvyklé prodejni ceny snizené o naklady na dokonéenf a prodejni naklady.
Hodnota zasob zahrnuje Cisty zisk/ztratu ze zajistovacich finanénich néstrojd pouzitych k zajisténi oéekévanych penéznich

tokd spojenych s porizenim zéasob.

2.9 Pohledavky

Obchodni pohledavky se vykazuji nejprve v trzni hodnoté. Nasledné jsou ocenény v zlstatkové hodnoté, kterd zohlednuje
efektivni vynos dané pohledéavky a snizeny o opravnou polozku zohlednujici snizeni hodnoty pohledavky. Opravna polozka
je tvorena tehdy, jestlize Skupina na zakladé objektivnich ddkazt usoudi, Ze pohledédvka nebude uhrazena v souladu
s platebnimi podminkami. VySe opravné polozky vyjadiuje rozdil mezi G¢etni hodnotou a zpétné ziskatelnou hodnotou,
vyjadrenou jako soucasna hodnota budoucich penéznich tokd diskontovana plvodni Grokovou sazbou dostupnou
srovnatelnym dluznikim. Penézni toky spojené s kratkodobymi pohledavkami nejsou obvykle diskontovény. Vyse opravné

poloZky je zohlednéna ve vykazu zisku a ztraty.

2.10 Penize a penéini ekvivalenty
Penize a penézni ekvivalenty se v rozvaze ocenuji porizovaci cenou. Pro Gcely prehledu o penéZnich tocich zahrnuji penize
a penézni ekvivalenty hotovost v pokladné, zlistatky na bankovnich Gétech, kratkodobé vklady a kontokorentni ticty splatné

na pozadani. Zastatky bankovnich kontokorentnich U¢td jsou zachyceny v béznych zévazcich v rozvaze.

2.11 Odlozena dan

Odlozena dan je vypoctena s pouzitim zavazkové metody uplatnéné na vsechny docasné rozdily vzniklé mezi danovou
hodnotou majetku a z&vazku a jejich ¢etni zUstatkovou hodnotou vykazovanou v Géetni konsolidované zavérce. Odlozena
dan je vypoctena sazbami dané, které plati nebo by mély podle predpokladi platit pro obdobi, v némz bude pohledavka

realizovana nebo zavazek uhrazen, pricemz se vychazi ze sazeb, které byly platné k rozvahovému dni.

Odlozen4 danové pohledavka se vykazuje u vSech odditatelnych prechodnych rozdild v rozsahu, v jakém je pravdépodobné,

ze zdanitelny zisk, proti kterému se bude moci vyuzit odcitatelny prechodny rozdil, bude dosazen.

Odlozené dan je zatctovana do vykazu zisku a ztraty s vyjimkou pripadd, kdy se vztahuje k polozkdm Gétovanym primo

do vlastniho kapitélu. Pak je také zahrnuta do vlastniho kapitalu.

2.12 Zaméstnanecké pozitky

a) Diichodové pojisténi a penzijni pfipojisténi

Skupina hradi pravidelné odvody do statniho rozpodétu k financovéni stdtniho ddchodového pojisténi s vyuzitim sazeb
platnych v pribéhu obdobi na zakladé hrubych mezd. Skupina nema zadné dodatecné néklady s timto pojisténim po
uskutecnéni platby. Naklady souvisejici s odvody jsou zUc¢tovany ve vykazu zisku a ztraty ve stejném obdobi jako vyplata

mezd a platd, ke které se vztahuji.

Skupina také poskytuje svym zaméstnanctm penzijni pfipojisténi formou plateb pojistovnam v rémci platného penzijniho

planu. Tyto néklady jsou Gctovany do vykazu zisku a ztraty v obdobi, se kterym ¢asové souviseji.
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An impairment loss is recognized for the amount by which the carrying amount of the asset exceeds its recoverable
amount, which is the higher of an asset’s net selling price and value in use. For the purposes of assessing impairment,

assets are grouped at the lowest level, for which there are separately identifiable cash flows (cash-generating units).

2.8 Inventories

Inventories are stated at the lower of cost and net realizable value. Costs of inventories include the purchase price and
related costs of acquisition (transport, customs duties, 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 labour, depreciation, power and heating, repair and maintenance, and other related costs. The value of
tobacco, operating supplies and spare parts is determined on the basis of weighted average cost.

Net realizable value is the estimated selling price in the ordinary course of business, less applicable variable selling
expenses. The cost of the inventory includes the net gains/losses on qualifying cash-flow hedges used to hedge the

purchase of the inventory.

2.9 Trade Receivables

Trade receivables are recognized initially at fair values and subsequently measured at amortized costs using the effective
interest method, less provision for impairment. Such provision for impairment of trade receivables is established if there is
objective evidence that the Group will not be able to collect all amounts due according to the original terms of receivables.
The amount of the provision is the difference between the carrying amount and the recoverable amount, being the present
value of expected cash flows. Cash flows relating to short-term receivables are usually not discounted. The amount of the

provision is recognized in the income statement.

2.10 Cash and cash equivalents
Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow statement, cash
and cash equivalents comprise cash on hand, cash in transit, deposits held at call with banks and bank overdrafts.

If applicable, bank overdrafts are shown within borrowings in current liabilities on the balance sheet.

2.11 Deferred income tax

Deferred income taxation is calculated using the liability method applied to all temporary differences arising between the
tax basis of assets and liabilities and their carrying amounts in the consolidated financial information. Deferred income tax
is determined using tax rates that have been enacted by the balance sheet date and are expected to apply when the related

deferred income tax asset is realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized to the extent that it is probable that future taxable profit will be available

against which the temporary differences 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.

2.12 Employee benefits
a) Pension obligations
Contributions are made to the Governments health, retirement benefit and unemployment schemes at the statutory rates
applicable during the period and are based on gross salary payments. The Group has no further payment obligations once
the contributions have been paid. The expense for the contributions is charged to the income statement in the same

period as the related salary expense.

The Group also makes contributions to defined contribution schemes operated by external pension companies. These

contributions are charged to the income statement in the period to which the contributions relate.
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b) Odstupné
Odstupné se vztahuje na zaméstnance, jejichz pracovni pomér je predcasné ukoncen ze zdkonem stanovenych davodd.
Skupina Gétuje o rezervé na odstupné, pokud je zavézéna k ukondéeni pracovniho poméru vybranych zaméstnancd

v souladu se schvalenym detailnim planem bez reédlné moznosti jeho zruseni.

2.13 Rezervy

O rezervach se G&tuje tehdy, jestlize je stavajici zavazek Skupiny (smluvni nebo mimosmluvnf) ddsledkem skuteénosti,
k niz doslo v minulosti, a jestliZze je pravdépodobné, Ze Skupina bude nucena ke spInéni tohoto zdvazku cerpat zdroje,
z nich? ji plyne ekonomicky prinos, a pokud je mozné spolehlivé odhadnout vysi tohoto zdvazku. Rezervy se nevytvéreji

na budouci provozni ztraty.

Rezervy jsou ocenény v soucasné hodnoté nejlepsiho odhadu vydajd potrebnych k vyrovnani soucasného zavazku

k rozvahovému dni.

2.14 Vykazovani vynosu
Vynosy zahrnujici trzni hodnotu vynosd z prodeje zbozi a z poskytnutych sluzeb se vykazuji bez dané z pridané hodnoty,
slev a po odedéteni vynost v rdmci Skupiny.

Vynosy jsou vykazovény nasledovné:

Prodej zbozi
Vynos z prodeje zbo?Zi je vykézan, kdyz spole¢nost Skupiny dodala vyrobky zékaznikovi, zdkaznik akceptoval vyrobek

a inkaso pohledavek je s jistotou zarucené.

Prodej sluzeb
Vynos z prodeje sluzeb je vykézan v Gcéetnim obdobi, ve kterém sluzba byla poskytnuta, s odkazem na stupen

dokonéeni specifické transakce ohodnocené na zékladé skutecného poméru poskytnuté sluzby k celkové sluzbé.

Vynosy z Grok(

Vynos z Grokd je zalc¢tovan na pomérné ¢asové bazi, a to z nesplacené jistiny za pouziti efektivni Grokové sazby.

2.15 Leasing
Leasing, u néhoz vyznamnou ¢ast rizik a vyhod vyplyvajicich z vlastnictvi nese pronajimatel, je klasifikovan jako operativni
leasing. Platby provedené v rdémci operativniho leasingu se Gctuji do vykazu zisku a ztraty rovhomérné po celou dobu
trvani leasingu.
Leasing pozemk(, budov a zafizeni, pri némz Skupina nese v podstaté véechna rizika a vyhody vyplyvajici z vlastnictvi,

je klasifikovan jako finanéni leasing.

2.16 Vyplata dividend
Vyplata dividend akcionardm Spolec¢nosti je v Géetni zévérce Skupiny uznéna jako zévazek v obdobf, kdy je vyplata

dividend schvélena akcionari Spolecnosti.

3. RIZENIi FINANCNICH RIZIK

3.1 Faktory finanénich rizik

Z ¢innosti Skupiny vyplyva celé fada financnich rizik: trznf riziko, Gvérové riziko, riziko likvidity.

Celkové strategie Fizenf rizik materského podniku se zaméruje na nepredvidatelnosti finan¢nich trhi a snazi se
minimalizovat potencidlni negativni dopady na finanéni vysledky Skupiny. Skupina pro zajisténi nékterych rizik pouziva

derivatové finanéni néstroje.
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b) Redundancy and termination benefits
Redundancy and termination benefits are payable when employment is terminated before the normal retirement or contract
expiry date. The Group recognizes redundancy and termination benefits when it is demonstrably committed to terminating

the employment of current employees according to a detailed formal plan without possibility of withdrawal.

2.13 Provisions
Provisions are recognized when: the Group has a present legal or constructive obligation as a result of past events; it is more
likely than not that an outflow of resources will be required to settle the obligation; and the amount can be reliably

estimated. Provisions are not recognized for future operating losses.

Provisions are measured at the present value of the best estimate of the expenditure required to settle the present

obligation at the balance sheet date.

2.14 Revenue recognition
Revenue comprises the fair value of the sale of goods and services, net of value-added tax, rebates and discounts and
after eliminating sales within the Group.

Revenue is recognized as follows:

Sales of goods
Sales of goods are recognized when a Group entity has delivered products to the customer; the customer

has accepted the products; and collection of the related receivables is reasonably assured.

Sales of services
Sales of services are recognized in the accounting period in which the services are rendered, by reference
to completion of the specific transaction assessed on the basis of the actual service provided as a proportion

of the total services to be provided.

Interest income
Interest income is accrued on a time basis, by reference to the principal outstanding at the effective interest

rate applicable.

2.15 Leases

Leases under which a significant portion of the risks and benefits of ownership are effectively retained by the lessor are
classified as operating leases. Payments made under operating leases are charged to the income statement on a straight-
line basis over the period of the lease.

Leases of property, plant and equipment where the Group has substantially all the risks and rewards of ownership

are classified as finance leases.

2.16 Dividend distribution
Dividend distribution to the Company’s shareholders is recognized as a liability in the Group’s financial statements in

the period in which the dividends are approved by the Company’s shareholders.

3. FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk, credit risk, liquidity risk.

The Group’s overall risk management program focuses on the unpredictability of financial markets and seeks to minimize
potential adverse effects on the financial performance of the Group. The Group uses derivative financial instruments

to hedge certain risk exposures.
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Rizenf rizik provadf centralni oddélenf Treasury skupiny Altria (Altria Treasury) v souladu se schvélenymi pravidly. Centralnf
oddélen{ Altria Treasury identifikuje, pfehodnocuje a zajistuje financnf riziko v izké spolupréci se Skupinou. Predstavenstvo

definuje zésady celkového rfizenf rizik.

a) Trini riziko

Ménové riziko

Skupina plsobi na mezinadrodnim trhu a je vystavena ménovému riziku vztahujicimu se zejména k USD. Ménové riziko
vzniké hlavné z titulu budoucich nakupd. K zajisténi téchto transakci Skupina nakoupila ménové opce prostrednictvim
centralniho oddéleni Altria Treasury, o kterych Gctovala jako o zajistovacich finanénich derivatech. VSechny tyto opce byly

splatné do jednoho roku.

b) Uvérové riziko
Uvérové riziko Skupiny neni vyznamné. Skupina mé pravidla, kterd zajistuji, e vyrobky jsou prodavany na Gvér pouze

zakaznik(m, kterf spliuji stanovena kritéria.

c) Riziko likvidity
Obezietné Fizenf rizika likvidity predpoklada udrzovéni dostateéné Grovné hotovosti. Rizenf likvidity Skupiny provadi

centralni oddéleni Altria Treasury prostrednictvim doméciho a mezinarodniho systému ,cash pool®.

3.2 Uétovani derivatovych finanénich néastroja

Pro Gcely Fizenf kurzovych rizik spojenych s nékterymi zavazky a ocekévanymi transakcemi Skupina pouziva finan¢ni derivatové
nastroje. Finan¢ni derivaty jsou prvotné zachyceny v porizovaci cené a nasledné jsou precenény na realnou hodnotu k datu Gcéetni
zavérky. Skupina pouziva derivatové finanéni nastroje k ekonomickému zajisténi svych transakei. Pro Gcely Gcetnictvi Skupina
¢leni derivatové finanéni néastroje na derivaty k obchodovani a derivaty zajistovaci. Zajistovaci derivaty zajistuji bud realnou
hodnotu aktiv a zdvazk nebo budouci penézni toky. Skupina Gctuje o derivatech jako o zajistovacich derivatech v pripadé, kdy

jsou splnéna kritéria pro pouziti zajiStovactho Gcetnictvi tykajici se poZadované dokumentace a G¢innosti zajistént.

Zmeény redlnych hodnot financ¢nich derivatd, které jsou oznaceny za Uc¢inné zajisténi budoucich penéznich toku
souvisejicich se zavazky a ocekavanymi transakcemi, jsou zachyceny pfimo ve vlastnim kapitélu. Hodnoty zachycené ve
vlastnim kapitélu jsou rozpoustény do vykazu zisku a ztraty ve stejném obdobi, ve kterém prislusné zajisténa polozka
(aktivum, zavazek nebo predpokladana transakce) ovlivni gisty hospodétsky vysledek. V pfipadég, Ze zajisténa polozka
vylsti v zalctovani aktiva nebo zévazku, jsou v okamZiku zalctovani aktiva nebo zévazku souvisejici zisky nebo ztraty,
které byly drive vykazany v ramci vlastniho kapitéalu, zahrnuty do prvotniho ocenéni daného aktiva nebo zavazku. Zmény
realnych hodnot finan¢nich derivat(, které nesplnuji podminky pro Gétovani o zajisténi, jsou zalctovany do vykazu zisku

a ztraty v obdobf, ve kterém jsou zaznamenany.

Skupina prestane Gétovat o zajisténi v pripadé, Ze uplyne doba platnosti zajistovaciho néstroje nebo je tento zajistovaci
néstroj prodan, ukonc¢en 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 raémci
vlastniho kapitalu nadale zachyceny ve vlastnim kapitalu az do doby, nez dojde k realizaci ocekévané transakce. Pokud
podle ocekévani jiz nemé k zajisténé transakci dojit, jsou Cisté kumulativni zisky nebo ztréty zatGctované ve vlastnim

kapitalu prevedeny do distého hospodarského vysledku za dané obdobi.
Skupina nemé zadné otevrené derivatové obchody v obdobi po 1. 1. 2005.

3.3. Odhady realnych hodnot
Reélnéd hodnota finanénich néastroji obchodovatelnych na aktivnich trzich je stanovena na zakladé kétovanych cen

k rozvahovému dni.
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Risk management is carried out by a central treasury department of Altria Group (“Altria Group Treasury*) under approved
policies. Altria Group Treasury identifies, evaluates and hedges financial risks in close co-operation with the Group’s

operating units. The Board provides written principles for overall risk management.

a) Market risk

Foreign exchange risk

The Group operates internationally and is exposed to foreign exchange risk arising from various currency exposures,
primarily with respect to the US dollar. Foreign exchange risk arises from future purchase transactions. To hedge part
of this exposure, the Group entered into currency options derivative financial instruments, transacted with Altria
Group Treasury. These options were treated as a cash flow hedge in the Group’s accounts. All currency options were

due within one year.

b) Credit risk
The Group has no significant concentrations of credit risk. It has policies in place to ensure that sales of products are

made to customers who meet the qualification criteria.

c) Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash. Liquidity of the Group is managed and controlled

by the central Altria Group Treasury via domestic and international Cash pool arrangements.

3.2 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 measured at fair value. The Group classifies derivatives as financial instruments held for trading
or for hedging. Derivative financial instruments hedge either the fair value of assets, liabilities or future cash flows. The Group

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

Changes in the fair value of derivative financial instruments that are designated and effective as hedges of future cash
flows relating to firm commitments and forecasted transactions are recognized directly in equity. Amounts deferred in
equity are recognized in the income statement in the same period in which the hedged item 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.
The Group does not have any open derivative financial instruments as of January 1, 2005.
3.3. Fair value estimates

The fair value of financial instruments traded in active markets is based on quoted market prices at the balance
sheet date.
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Reélna hodnota finanénich néastrojd, které nejsou obchodovatelné na aktivnich trzich, je stanovena pomoci ocenovacich

metod, které jsou stanoveny na zakladé podminek trhu k rozvahovému dni.

Nominélni hodnota upravena o pripadné opravné polozky a zlstatkovéd hodnota ostatnich financ¢nich aktiv a zdvazka

odpovidaji jejich realné hodnoté.

4. PRECHOD NA IFRS

4.1 Zasady prechodu na IFRS

Skupina poprvé sestavuje konsolidované finan¢ni vykazy k 31. 12. 2005 podle Mezinarodnich standardd Gcetniho
vykaznictvi (dale ,IFRS®). V bodé& 2.1. této pfilohy je popsan zpUsob, jak byla zkradcena konsolidovana mezitimni G&etni
zévérka zpracovana. Datum prechodu je 1. 1. 2004, kdy Skupina sestavila pocatecni zGstatky rozvahy k tomuto datu.
Datum vykazovéni této mezitimni konsolidované tcetni zavérky je 30. 6. 2005. Datum, kdy Skupina pfijala IFRS za své,
je 1. 1. 2005.

Pri priprave této mezitimni konsolidované Gcetni zavérky Skupina uplatnila povinné vyjimky a nékteré dobrovolné vyjimky

pri retrospektivni aplikaci IFRS.
Dobrovolné vyjimky:

Kumulované kurzové rozdily

Skupina se rozhodla, Ze nebude prepocitavat kumulované kurzové rozdily k 1. 1. 2004.
Povinné vyjimky:

Odhady
Odhady v souladu s IFRS k 1. 1. 2004 jsou shodné s odhady zatc¢tovanymi v souladu s ¢eskymi Gcetnimi standardy, ledaze

by se prokézalo, ze byly chybné.

Majetek uréeny k prodeji a ukoncované Cinnosti
Vedeni uplatiovalo IFRS 5 az od 1. 1. 2005. Majetek uréeny k prodeji nebo ukoncované ¢innosti se vykazuji podle IFRS 5
az od 1. 1. 2005. Skupina neméla majetek uréeny k prodeji za obdobi konéici 30. 6. 2005. Uprava nebyla pottebna.

Zajistovaci Géetnictvi

Skupina neméla oteviené zajistovaci obchody k 1. 1. 2005. Uprava nebyla potiebna.

Vyjimka pro nevykazovani finanénich aktiv a zavazkd

Finan¢ni aktiva a zavazky nevykazované pred 1. 1. 2004 nebyly pri prechodu na IFRS zpétné vykéazany.

4.2 Odsouhlaseni rozdilt mezi IFRS a Ceskymi G&etnimi standardy

Spoleénost provedla analyzu svych procest a identifikovala rozdily v Géetnich postupech podle ¢eskych Gcetnich standardd
a IFRS.

Hlavni rozdily byly nasledujici:

Dlouhodoby hmotny majetek

Dle ceskych Gcetnich standard( bylo veskeré zarizeni pro primy marketing s porizovaci cenou nad 60 tis. K¢ evidovano

jako dlouhodoby hmotny majetek a odepisovano po dobu dvou let. Na zékladé definice dlouhodobého majetku v IAS 16

se toto zafizenf neklasifikuje jako dlouhodoby majetek a je Gc¢tovano do nakladt v okamziku porizent.
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The fair value of financial instruments that are not traded in an active market is determined by using valuation techniques.

The Group makes assumptions that are based on market conditions existing at each balance sheet date.

The nominal value less estimated credit adjustments of trade receivables and carrying amounts of other financial assets

and liabilities is assumed to approximate their fair values.

4. TRANSITION TO IFRS

4.1 Basis of transition to IFRS

The Group’s financial statements for the year ended December 31, 2005 will be the first annual financial statements that
comply with IFRS. This interim financial information has been prepared as described in Note 2.1. The transition date
is January 1, 2004. The Group prepared its opening IFRS balance sheet at that date. The reporting date of this interim
consolidated financial information is June 30, 2005. The Group’s IFRS adoption date is January 1, 2005.

In preparing this interim consolidated financial information the Group has applied the mandatory exceptions and certain

of the optional exemptions from full retrospective application of IFRS.
Optional exemptions:

Cumulative translation differences

The Group has elected to set the previously accumulated cumulative translation to zero at January 1, 2004.
Mandatory exceptions:

Estimates
Estimates under IFRS at January 1, 2004 are consistent with estimates made for the same date under previous CZ GAAP,

unless there is evidence that those estimates were in error.

Assets held for sale and discontinued operations
Managemnet applies IFRS 5 prospectively from January 1, 2005. Any assets held for sale or discontinued operation are
recognized in accordance with IFRS 5 only from January 1, 2005. The Group did not have any assets that met the held-

for-sale criteria during the period presented. No adjustment was required.

Hedge accounting

From January 1, 2005 the Group does not have any open hedges. No adjustment was needed.

Derecognition of financial assets and liabilities exception

Financial assets and liabilities derecognised before January 1, 2004 are not re-recognised under IFRS.
4.2 Reconciliations between IFRS and GAAP

The Group has reviewed its business processes and identified the differences in its accounting policies based on CZ GAAP
and IFRS.

The main differences identified were:
Property, Plant & Equipment
Under CZ GAAP direct marketing equipment with acquisition costs over CZK 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.
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Zasoby

Dle ¢ceskych Gcetnich standardd byl veskery provozni material fyzicky evidovany na skladé vykazovan jako zasoba.
Na zé&klad& definice v IAS 2 se &4st tohoto materidlu (napf. spotfebni material, palety) neklasifikuje jako z&soba a je
Gétovan do nakladt v okamziku porizent.

Podle IFRS pozadavk( byla provedena kalkulace Cisté realizovatelné hodnoty pro hotové vyrobky a snizeni hodnoty
na Cistou realizovatelnou hodnotu bylo zalctovano. Kalkulace ¢isté realizovatelné hodnoty nebyla uplatnéna pro ostatni
zasoby.

Pohledavky a zavazky

Dle ceskych Gcetnich standardd byly véechny zavazky a pohledavky vykazovény oddélené. Pro Gcely IFRS zévazky
a pohledavky v ramci skupiny Altria splnuji pozadavky umoznujici jejich kompenzaci. Totéz plati i pro pohledavky a zévazky
v(¢i Finanénimu Gradu.

Odlozené dan

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

dan prepocitana.

Nerozdéleny zisk

Vyse uvedené Upravy byly zalG¢tovany do nerozdéleného zisku k 1. 1. 2004.

Vynosy a naklady na prodej

Dle ¢eskych Gcetnich standardt trzby z prodeje cigaret zahrnuji spotiebni dan. Pro Gcely IFRS jsou trzby z prodeje tretim
stranam vykazany bez spotrebni dané, protoze spotrebni dan nepredstavuje ekonomicky uzitek plynouci spolec¢nosti,
a proto jsou trzby i néklady na prodej vyrobkd vykazany bez spotrebni dané.

Reklasifikace

V dasledku prechodu z ¢eskych Gcetnich standard( na IFRS byly nékteré polozky rozvahy a vykazu zisku a ztraty

preklasifikovany tak, aby byly vykazovény v souladu s jednotlivymi standardy.
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Inventories

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

Based on IFRS requirements the calculation of NRV for finished goods was performed, the written-down to NRV
was recognized. The calculation of NRV for other inventory is not applicable.

Trade & Tax payables and receivables

Under CZ GAAP all payables and receivables were presented at gross amounts (no offsetting). Based on IFRS the payables
and receivables with other Altria Group 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.

Retained earnings

All above adjustments were recorded against the opening retained earnings at January 1, 2004.

Revenues/Cost of sales

For statutory purpose revenues from cigarettes produced in Slovakia include also excise tax. For IFRS purpose revenue does
not include taxes which are only collected on behalf of and for third parties, because these do not represent an economic
benefit flowing to the company and therefore all Sales are presented net of excise tax booked in cost of purchased goods
and revenue from sales of purchased goods was made.

Reclassifications

During the transition from CZ GAAP to IFRS the Group made some reclassifications in the balance sheet and income

statement to be in line with the requirements of individual IFRS standards.
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4.2.1 Odsouhlaseni vlastniho kapitalu k 1. 1. 2004

Aktiva Cizi zdroje  Vlastni kapital
Statutéarni konsolidovana rozvaha k 31. 12. 2003 19 573 (7 803) 11770
Dlouhodoby hmotny majetek (51) (51)
Zasoby (23) (23)
Z&vazky a pohledavky 99 99
Dan z pfijm0 splatné (1947 1947
Dan z prijmt odlozena 9 35 44
Celkovy dopad IFRS (2111) 2081 (30)
IFRS konsolidovana rozvaha k 1. 1. 2004 17 462 (5722) 11 740
4.2.2 Odsouhlaseni vlastniho kapitalu k 30. 6. 2004

Aktiva Cizi zdroje  Vlastni kapital
Statutarni konsolidovana rozvaha k 30. 6. 2004 13 852 (4 455) 9 388
Dlouhodoby hmotny majetek (50) (50)
Zasoby (22) (22)
Zavazky a pohledavky (40) 40
Daf z pKjm0 splatna (898) 898
Dan z prijmu odlozena 9 8 17
Celkovy dopad IFRS (1001) 946 (55)
IFRS konsolidovana rozvaha k 30. 6. 2004 12 851 (3509) 9333
4.2.3 Odsouhlaseni vlastniho kapitalu k 31. 12. 2004

Aktiva Cizi zdroje  Vlastni kapital
Statutéarni konsolidovana rozvaha k 31. 12. 2004 17 514 (6 323) 11 191
Dlouhodoby hmotny majetek (58) (58)
Zasoby (15) (15)
Z&vazky a pohledavky (33 33
Dan z pfijm0 splatné (1 545) 1545
Dan z prijmu odlozena 8 10 18
Celkovy dopad IFRS (1643) 1588 (55)
IFRS konsolidovana rozvaha k 31. 12. 2004 15871 (4 735) 11 136
4.2.4 Odsouhlaseni cCistého zisku za obdobi kon¢ici 30. 6. 2004
Statutarni konsolidovany zisk za obdobi konéici 30. 6. 2004 1933
Dlouhodoby hmotny majetek — spotreba materialu a surovin 1
Zasoby - materiél 1
Dan z pFjma odlozen4 (27)
Celkovy dopad IFRS (25)
IFRS konsolidovany zisk za obdobi kondici 30. 6. 2004 1908
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4.2.1 Reconciliation of equity at January 1, 2004

Assets Liabilities Equity
Statutory consolidated financial statements at December 31, 2003 19 573 (7 803) 11770
Tangible fixed assets (51D (51D
Inventories (23) (23)
Payables and receivables 99 99
Current income tax (1947) 1947
Deferred tax adjustment 9 35 44
Total impact (2111) 2081 (30)
IFRS consolidated financial statements at January 1, 2004 17 462 (5722) 11 740
4.2.2 Reconciliation of equity at June 30, 2004

Assets Liabilities Equity
Statutory consolidated financial statements at June 30, 2004 13 852 (4 455) 9 388
Tangible fixed assets (50) (50)
Inventories (22) (22)
Payables and receivables (40) 40
Current income tax (898) 898
Deferred tax adjustment 9 8 17
Total impact (1001) 946 (55)
IFRS consolidated financial statements at June 30, 2004 12 851 (3509) 9333
4.2.3 Reconciliation of equity at December 31, 2004

Assets Liabilities Equity
Statutory consolidated financial statements at December 31, 2004 17 514 (6 323) 11 191
Tangible fixed assets (58) (58)
Inventories (15) (15)
Payables and receivables (33 33
Current income tax (1 545) 1545
Deferred tax adjustment 8 10 18
Total impact (1643) 1588 (55)
IFRS consolidated financial statements at December 31, 2004 15871 (4 735) 11 136
4.2.4 Reconciliation of net income for six months ended June 30, 2004
Statutory consolidated net income for the period ended June 30, 2004 1933
Property, plant & equipment — raw materials and consumables used 1
Inventories — raw materials and consumables used 1
Income tax — deferred (27)
Total impact (25)
IFRS consolidated net income for the period ended June 30, 2004 1908
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4.2.5 Odsouhlaseni ¢&istého zisku za obdobi kondici 31. 12. 2004

Statutarni konsolidovany zisk za obdobi konéici 31. 12. 2004 3740
Dlouhodoby hmotny majetek — spotreba materialu a surovin @)
Zéasoby - spotieba materiélu a surovin 8
Dan z p¥ijma odlozen4 (26)
Kumulované kurzové rozdily 1
Celkovy dopad IFRS (24)
IFRS konsolidovany zisk za obdobi kondici 31. 12. 2004 3716
4.2.6 Odsouhlaseni penéinich tokd k 30. 6. 2004
Ve vykazu penéznich tokl nebyly provedeny zaddné vyznamné Gpravy v souvislosti s prechodem na IFRS.
5. VYKAZOVANi PODLE SEGMENTU
a) Primérni vykazovany segment - Gzemni segment
Uzemni segment se uréuje na zakladé umisténi odbérateld.
Vysledek segmentd za obdobi kondici 30. 6. 2005 je nésledujict:

Ceska republika Slovenska republika Skupina
Vynosy 4 536 1199 5735
Zisk za segment (provozni) 1541 500 2041
Vysledek segmentt za obdobi koncici 30. 6. 2004 je néasledujici:

Ceska republika Slovenska republika Skupina
Vynosy 5310 1081 6391
Zisk za segment (provozni) 2381 326 2 707

b) Sekundarni vykazovany segment — oborovy segment

Oborovy segment se urcuje podle druhu vyrobku. Skupina mé pouze jeden oborovy segment.
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4.2.5 Reconciliation of net income for the period ended December 31, 2004

Statutory consolidated net income for the period ended December 31, 2004 3740
Property, plant & equipment — raw materials and consumables used @)
Inventories — raw materials and consumables used 8
Income tax - deferred (26)
Cumulated translation adjustment 1
Total impact (24)
IFRS consolidated net income for the period ended December 31, 2004 3716
4.2.6 Reconciliation of cash flows for six months ended June 30, 2004
No material adjustments were done to the IFRS cash flow statement.
5. SEGMENT REPORTING
a) Primary reporting format — geographical segment
Geographical segments are determined based on the location of customers.
The segment results for the six months ended June 30, 2005 are as follows:

Czech Republic  Slovak Republic Group
Revenues 4 536 1199 5735
Segment result (Profit from operations) 1541 500 2041
The segment results for the six months ended June 30, 2004 are as follows:

Czech Republic  Slovak Republic Group
Revenues 5310 1081 6 391
Segment result (Profit from operations) 2381 326 2 707

b) Secondary reporting format — business segment

Business segments are determined based on the type of product. The Group has only one business segment.
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6. DLOUHODOBY HMOTNY MAJETEK

Dopravni
Budovy . . .
a stavby prostredvll(y , Inventar Porizeni Celkem
stroje a zafizeni

K1.1. 2004
Porizovaci hodnota 1956 3 944 109 121 6 130
Akumulované opravky (920) (2 204) (95) - (3219
Snizenf hodnoty 8) (88) - - (96)
Zistatkova hodnota 1028 1652 14 121 2 815
Obdobi od 1/2004 do 6/2004
Zgstatkova hodnota k 1. 1. 2004 1028 1652 14 121 2815
Prirastky 4 46 2 122 174
Ubytky - (40) - (18) (58)
Snizeni hodnoty - 9 - - 9
Kurzové rozdily - 1 - - 1
Odpisy (45) (147) @) - (194)
Zistatkova hodnota k 30. 6. 2004 987 1521 14 225 2747
Obdobi od 7/2004 do 12/2004
Zustatkova hodnota k 1. 7. 2004 987 1521 14 225 2 747
Prirastky 34 230 1 (149) 116
Ubytky (6) 61D - D (78)
Snizeni hodnoty - 4 - - 4
Kurzové rozdily - (D - - (D
Odpisy (45) (154) 3) - (202)
Zastatkova hodnota k 31. 12. 2004 970 1539 12 65 2 586
K 31. 12. 2004
Porizovaci hodnota 1986 4082 112 64 6 244
Akumulované oprévky (1 009) (2 468) (99) - (3576)
Snizen{ hodnoty (7 (75) - - (82
Zistatkova hodnota 970 1539 13 64 2 586
Obdobi od 1/2005 do 6/2005
Zygstatkova hodnota k 1. 1. 2005 970 1538 13 64 2585
Prirastky 3 27 - 169 199
Ubytky - (D - ©) 4
Snizeni hodnoty (42) (131) - - (173)
Kurzové rozdily - - - @) @)
Odpisy (45) (144) @) - (191)
Zigstatkova hodnota k 30. 6. 2005 886 1289 11 229 2 415
K 30. 6. 2005
Porizovaci hodnota 1987 4104 112 230 6433
Akumulované opréavky (1052) (2611) (101) - (3 764)
Snizeni hodnoty (50) (204) - - (254)
Zastatkova hodnota 885 1289 11 230 2415
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6. PROPERTY, PLANT AND EQUIPMENT

Property Vehicles & Furniture .
& machinery & Ctonstructlon Total
o . in progress
buildings equipment fixtures

At January 1, 2004
Cost 1956 3944 109 121 6 130
Accumulated depreciation (920) (2 204) (95) - (3219
Accumulated impairment €)] (88) - - (96)
Net book amount 1028 1652 14 121 2815
Six month ended June 30, 2004
Opening net book amount 1028 1652 14 121 2 815
Additions 4 46 2 122 174
Disposals - (40) - (18) (58)
Impairment - 9 - - 9
Exchange differences - 1 - - 1
Depreciation charge (45) (147) 2 - (194)
Closing net book amount 987 1521 14 225 2747
Six month ended December 31, 2004
Opening net book amount 987 1521 14 225 2 747
Additions 34 230 1 (149) 116
Disposals (6) (61 - an (78)
Impairment - 4 - - 4
Exchange differences - (1 - - @)
Depreciation charge (45) (154) 3 - (202)
Closing net book amount 970 1539 12 65 2 586
At December 31, 2004
Cost 1986 4082 112 64 6 244
Accumulated depreciation (1 009) (2 468) (99) - (3576)
Accumulated impairment @) (75) - - (82)
Net book amount 970 1539 13 64 2 586
Six month ended June 30, 2005
Opening net book amount 970 1538 13 64 2 585
Additions 3 27 - 169 199
Disposal Cost - D - ©) @)
Impairment (42) (131) - - (173)
Exchange differences - - - @)} @)}
Depreciation charge (45) (144) 2 - (191)
Closing net book amount 886 1289 11 229 2415
At June 30, 2005
Cost 1987 4104 112 230 6 433
Accumulated depreciation (1052) (2611) (101) - (3 764)
Accumulated impairment (50) (204) - - (254)
Net book amount 885 1289 11 230 2415

41
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7. SNiZENi HODNOTY DLOUHODOBEHO HMOTNEHO MAJETKU

Spole¢nost provérila Gcetni hodnotu dlouhodobého hmotného majetku z hlediska mozného snizeni hodnoty. Snizeni
hodnoty dlouhodobého hmotného majetku bylo vypocéteno jako rozdil mezi Gcetni zlstatkovou hodnotou a zpétné
ziskatelnou Castkou. Zpétné ziskatelné castka byla stanovena ve vys$i hodnoty z uzivani, nebot prodejni cenu nebylo

mozné spolehlivé urcit.

Dne 1. 4. 2005 Spole¢nost oznédmila ukonceni vyroby ve svém zavodu v Hodoniné ke konci éervence 2005. Cilem
restrukturalizace, které je reakci na ménici se podminky na trhu a preference spotrebiteld, je zvyseni konkurenceschopnosti
ve vyrobé. Celkové snizeni hodnoty dlouhodobého hmotného majetku za obdobi koncici 30. 6. 2005 predstavuje
174 miliéna Ke. Snizeni hodnoty jednotlivych skupin dlouhodobého hmotného majetku je popséno v bodé 6. Dlouhodoby

hmotny majetek.

8. ZASOBY

30. 6. 2005 31. 12. 2004
Material 3113 1860
Nedokoncené vyroba 595 346
Vyrobky 5705 2 058
Zbozi 108 34
Snizeno o opravné polozky (10) (15)
Zasoby celkem 9511 4 283
9. KRATKODOBE POHLEDAVKY

30. 6. 2005 31. 12. 2004
Pohledévky z obchodnich vztaha 634 516
Prijaté zalohy 35 36
PUjcky poskytnuté spriznénym osobédm 1189 7 636
Ostatni pohledavky 129 97
Kratkodobé pohledavky celkem 1987 8 285

Pajcky poskytnuté spriznénym osobédm zahrnuji Grocené kratkodobé pajcky. Analyza kratkodobych pohledévek se
spriznénymi osobami je uvedena v bodé 21.
10. ZAKLADNI KAPITAL

Z&kladni kapital Skupiny predstavuje 2 745 386 kust akcii v nominélni hodnoté 1 000K¢ a je pIné splacen.

V pribéhu predchézejicich dvou let nedoslo k zddnym zménam v zakladnim kapitalu a poc¢tu nebo druhu akcif.

Z&kladni kapital skupiny 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 1913 698 1913 698 000
Akcie celkem 2 745 386 2 745 386 000

Identifikani oznadeni akcii Spole¢nosti podle mezindrodniho systému ¢islovani je ISIN: CS0008418869.

Akcie spole¢nosti jsou prijaty k obchodovani na trhu organizovaném Burzou cennych papirti Praha, a.s. a RM-Systémem, a.s.
Verejnosti bylo k 30. 6. 2005 drzeno 2 745 386 kust akcii, z toho 77,6% bylo drzeno spole¢nosti Philip Morris Holland B.V.
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7. IMPAIREMENT OF FIXED ASSETS

The revision of all fixed assets was done to look for any indication that an asset may be impaired. An impairment loss was
calculated as the difference between the net book value of the fixed assets and their recoverable amount. The recoverable

amount was determined as its value in use as the net selling price was not able to be reliably determined.

In April 2005, Philip Morris CR a.s. announced to cease production at its Hodonin manufacturing facility by the end of
July 2005. The restructuring is aimed at increasing manufacturing competitiveness in the light of changes in market
conditions and brand mix. The total amount of the impairment loss recognized in the period ended June 30, 2005 is
CZK 174 million. The impact of the impairment loss on individual fixed assets categories is described in Note 6 Property,

plant and equipment.

8. INVENTORIES

June 30, 2005 December 31, 2004
Materials 3113 1860
Work in progress 595 346
Finished goods 5 705 2 058
Merchandise 108 34
Less: Provisions (10) (15)
Total inventories 9511 4 283
9. TRADE AND OTHER RECEIVABLES

June 30, 2005 December 31, 2004
Trade receivables from trade customers 634 516
Prepayments 35 36
Loans to related parties 1189 7 636
Other receivables 129 97
Total trade and other receivables 1987 8 285

Receivables from related parties include interest bearing loans to related parties. See Note 21 for an analysis of receivables

from related parties.

10. SHARE CAPITAL

The Group’s registered capital of 2 745 386 shares has a nominal value of CZK 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 CZK
Unregistered ordinary shares certificated 831 688 831 688 000
Registered ordinary shares dematerialised 1913 698 1913 698 000
Total ordinary shares 2 745 386 2 745 386 000

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

Company’s shares are admitted for trading on the public market organized by the Prague Stock Exchange and
the RM-S - Czech Share Trading System. At June 30, 2005, 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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11. KRATKODOBE ZAVAZKY

30. 6. 2005 31. 12. 2004
Zévazky z obchodnich vztah( 385 419
Nevyfakturované dodavky 34 47
Zéavazky k zaméstnancdm 292 76
Zévazky ze socialniho zabezpeceni a zdravotniho pojisténi 30 41
Dividendy 15 11
Dohadné Gcty pasivni 43 189
Ostatni zévazky 18 5
Kratkodobé zavazky celkem 817 788

Zévazky vaci zaméstnancim zahrnuji odstupné zalctované na zékladé dodatku Kolektivni smlouvy vztahujicimu se k uzavienf
zavodu v Hodoniné. Celkovy zévazek k zaméstnancim z titulu uzavreni zavodu v Hodoniné ¢ini 203 milliona Ké. Zavazky

vyplyvajici z transakci mezi spriznénymi osobami jsou popsany v bodé 21.

12. KRATKODOBE DANOVE ZAVAZKY

30. 6. 2005 31. 12. 2004
Dan z pridané hodnoty 544 503
Spotrebni dan 5118 3283
Ostatni dané 58 14
Celkem 5720 3800

Podstatnou ¢ast kratkodobych danovych zavazkd zahrnuji predevsim zavazky vici Celnimu Gradu ve vysi 5 118 miliont Ké
za odebrané tabakové nalepky (31. 12. 2004: 3 283 miliont K&).

13. ODLOZENA DAN

Odlozenéa danové pohledavka a zavazek se vykazuji v zapoctené vysi v souladu s IFRS, pokud existuje vymahatelné préavo
zapocist béznou danovou pohledavku s béZznym damovym zévazkem a pokud se odlozena dan vztahuje ke stejnému
Finanénimu Gradu.

Vyse vykézané odlozené danové pohledavky a zavazku jsou po zapocteni nésledujici:

30. 6. 2005 31. 12. 2004
Odlozena danova pohledavka nezapodtena €)] ()
Odlozen4 datova pohledavka (72) (51)
OdlozZeny danovy zavazek 221 230
Odlozené danové pohledévka:
- Odlozené datovéa pohledavka, kterd bude realizovana v dobé& delsi nez 12 mésica  (2) (5)
- Odlozena dariova pohledavka, kterd bude realizovéna v dobé kratsf nez 12 mésict (78) (54)
Odlozeny danovy zévazek
- Odlozeny danovy zévazek, ktery bude uhrazen v dobé del$i nez 12 mésicl 221 230

Pohyby odloZené danové pohledavky a odlozeného danového zavazku v prabéhu roku v nezapodtené vysi jsou nasledujici:

Odlozeny danovy zavazek Zrychlené danové odpisy
K 1. 1. 2004 289
Vlykézany v nékladech (15)
K 30. 6. 2004 274
Vlykazany v nakladech (44)
K 31. 12. 2004 230
Vykazany v nékladech 9
K 30. 6. 2005 221
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11. TRADE AND OTHER PAYABLES

June 30, 2005 December 31, 2004
Trade payables to trade customers 385 419
Unvouchered payables 34 47
Amounts due to employees 292 76
Social security and health insurance 30 41
Dividends payable 15 11
Accrued expenses 43 189
Other payables 18 5
Total 817 788

Amounts due to employees include the severance payments accrued based on the Amendment to the Collective Labor
Agreement relating the closure of Hodonin plant. The total payable to employees resulting from the closure of Hodonin

factory is CZK 203 million. Trade payables to related parties as disclosed in Note 21.

12. OTHER CURRENT TAX LIABILITIES

June 30, 2005 December 31, 2004
VAT payable 544 503
Excise tax liability 5118 3283
Other taxes 58 14
Total 5720 3800

The main component of other taxes primarily includes CZK 5 118 million payable to the Customs offices for the excise
tax stamps (December 31, 2004: CZK 3 283 million).

13. DEFERRED INCOME TAX
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets

against current tax liabilities and when the deferred income taxes relate to the same fiscal authority.

The offset amounts are as follows:

June 30, 2005 December 31, 2004
Deferred tax assets do not offset ) 8
Deferred tax assets (72) (51
Deferred tax liabilities 221 230
Deferred tax assets:
- Deferred tax asset to be recovered after more than 12 months @ (5)
— Deferred tax asset to be recovered within 12 months (78) (54)
Deferred tax liabilities:
- Deferred tax liabilities to be recovered after more than 12 months 221 230

The movement in deferred tax assets and liabilities during the year, without taking into consideration the offsetting of

balances without the same tax jurisdictions, is as follows:

Deferred tax liabilities: Accelerated tax depreciation
At January 1, 2004 289
Charged to the income statement (15)
At June 30, 2004 274
Charged to the income statement (44)
At December 31, 2004 230
Charged to the income statement 9
At June 30, 2005 221
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Opravné Ocerovaci Majetek uctovany
OdlozZené dariova pohledavka Ostatni Celkem
polozky rozdily piimo do néakladu
K 1. 1. 2004 30 4 20 34 88
Vykézana v nékladech D - @) (25) (28)
Vykazana ve vlastnim kapitalu - (3) - - (3)
K 30. 6. 2004 29 1 18 9 57
Vykazana v nakladech 3) - - 6 3
Vykazana ve vlastnim kapitalu - (D - - @)}
K 31. 12. 2004 26 0 18 15 59
Vykazana v nakladech 40 - (15) @ 21
K 30. 6. 2005 66 0 3 11 80
14. NAKLADY NA ZAMESTNANCE
30. 6. 2005 30. 6. 2004
Mzdové néklady 584 378
Naklady na socialni zabezpedeni a zdravotni pojisténi 123 124
Naklady na penzijni pripojisténi 7 8
Ostatni socialni naklady 22 17
Osobni naklady celkem 736 527

15. OSTATNi PROVOZNI VYNOSY A NAKLADY

Ostatni provoznf vynosy zahrnuji predevéim bonusy za marketingové aktivity, prebytky vyrobk, ndhrady od pojistoven

a dalsi. Ostatni provozni naklady zahrnuji predevsim néklady na motivaéni programy obchodnik( a vyhry, dary

a sponzorstvi, manka a skody vcéetné inventurnich rozdild, pojisténi a dalsi néklady.

16. FINANCNI NAKLADY

Finanéni naklady zahrnuji bankovni poplatky.

17. DAN Z PRiJMU

30. 6. 2005 30. 6. 2004
Dan z prijma splatna 605 777
Daf z pKjm0 odloZen4 (30) 14
Dani z pFijma celkem 575 791
Odsouhlaseni dané z prijma:

30. 6. 2005 30. 6. 2004
Ugetnf zisk pred zdanénim 2 033 2 699
Platné sazba dané z prijmu 26% 28%
Dan z Gcetniho zisku 529 756
Dan z danové neuznatelnych nakladd 45 57
Uprava dariového nékladu minulého obdobf 18 2
Trvalé rozdily 3 @)
Vliv odli§né sazby dané z pijmd platné na Slovensku (16) ®
Vliv odligné sazby dané z p¥imd (13) 19
Ostatni 15 7
Darovy naklad 575 791
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Provisions Fair value Assets
Deferred tax assets Other Total
of assets losses expensed
At January 1, 2004 30 4 20 34 88
Charged to the income statement @)} - 2 (25) (28)
Charged to equity - (3) - - (3)
At June 30, 2004 29 1 18 9 57
Charged to the income statement 3 - - 6 3
Charged to equity - @) - - (D
At December 31, 2004 26 0 18 15 59
Charged to the income statement 40 - (15) @ 21
At June 30, 2005 66 0 3 11 80

14. EMPLOYEE BENEFITS EXPENSE

June 30, 2005

June 30, 2004

Wages and salaries 584 378
Social security and health insurance 123 124
Pension supplementary insurance 7 8
Other employee related costs 22 17
Total employee related costs 736 527

15. OTHER OPERATING EXPENSE, NET

Other operating income include mainly rebates, surplus of products, insurance claims, and other. Other operating

expenses include mainly trade programs and prizes, donations and sponsorship, damages and shortages including

inventory differences, insurance and other.

16. FINANCE COSTS

Finance costs include bank charges paid to bank.

17. INCOME TAX EXPENSE

June 30, 2005

June 30, 2004

Current tax 605 777
Deferred tax (30) 14
Total income tax expense 575 791

Reconciliation of income tax expense:

June 30, 2005

June 30, 2004

Profit before tax 2 033 2 699
Applicable tax rate 26% 28%
Tax calculated at local tax rate applicable to profit 529 756
Tax from non-deductible expenses 45 57
Tax adjustment of prior year 18 2
Permanent differences (3) 4
Effect on difference of income tax rate applicable in PM Slovakia (16) ®
Effect on change in income tax rate (13) 19
Other 15 7
Tax charge 575 791
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18. ZISK NA AKCII

Zisk na akcii je vypocteny jako podil gistého zisku prislusejictho akcionartim Spolecnosti a vazeného prameéru poctu akeif
za dané obdobf s vyloudenim vlastnich akcif (k 30. 6. 2004: 18 ks).

30. 6. 2005 30. 6. 2004
Zisk pripadajici akcionaram 1457 1908
Vazeny primér podtu akcii za dané obdobf (v tisicich K&) 2 745 2 745
Zisk na akcii v K& 530 695

19. DIVIDENDA NA AKCII

Dividenda, o ni? rozhodla valna hromada akcionard Spoleénosti v dubnu 2005 byla 4 409 miliénd K& (1 606 K& na akeii)
a v dubnu 2004 byla 4 324 miliént K& (1 575K& na akcii).

20. NEPREDVIDANE SKUTECNOSTI

Spole¢nost neni Géastna zadnych soudnich, spravnich nebo rozhoddcich rizeni, kterd by méla nebo mohla mit vyznamny

vliv na finan¢ni situaci Spole¢nosti.
Finan¢ni Grad proved| danové kontroly vSech zdarovacich obdobi az do roku 2002 véetné. Finan¢ni Grady mohou provést
darovou kontrolu do ¢tyf let od konce prislusného zdanovaciho obdobi a mohou domérit dafovou povinnost a prislusné

penale. Vedeni spole¢nosti si neni védomo zadnych skuteénosti, které by v tomto ohledu mohly vést k vyznamnému

danovému zavazku Spole¢nosti.
21. TRANSAKCE MEZI SPRIZNENYMI OSOBAMI

Spriznénymi osobami se rozumi materské spole¢nost a ostatni spole¢nosti Skupiny Altria, ¢lenové predstavenstva

Spolecnosti, ¢lenové dozorci rady Spole¢nosti, osoby blizké témto ¢lentim a spolecnosti se stejnymi ¢leny vedent.
Mezi spriznénymi osobami byly uskutec¢nény nasledujici transakce:

a) Prodej zbozi a sluzeb spoleénostem Skupiny Altria

30. 6. 2005 30. 6. 2004
Prodej zbozi 399 426
Prodej sluzeb 27 28
Vynosové Uroky 69 71
Celkem 495 525
b) Nakup zbozi a sluzeb spoleénostem Skupiny Altria

30. 6. 2005 30. 6. 2004
Nékup zbozi 659 369
Nakup sluzeb 488 477
Nakladové Groky 0 0
Celkem 1147 846
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18. EARNINGS PER SHARE

Basic earnings per share are calculated by dividing the net profit attributable to shareholders of the Company by the weighed

average number of ordinary shares in issue during the period, excluding treasury shares (June 30, 2004: 18 shares).

June 30, 2005 June 30, 2004
Income attributable to shareholders 1457 1908
Weighted average number of ordinary shares in issue in CZK ‘000 2 745 2 745
Basic earning per share in CZK 530 695

19. DIVIDENDS PER SHARE

The dividends approved by Annual General Meeting in April 2005 and April 2004 were CZK 4 409 million (CZK 1 606 per
share) and CZK 4 324 million (CZK 1 575 per share) respectively.

20. CONTINGENCIES

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

effect on the financial situation of the Group.

The tax authorities have carried out full-scope tax audits at the Company to the year 2002. The tax authorities may at
any time inspect the books and records within 4 years subsequent to the reported tax year, and may impose additional
tax assessments and penalties. The Company‘s management is not aware of any circumstances which may give rise to

a potential material liability in this respect.

21. RELATED PARTY TRANSACTIONS

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.

The following transactions were carried out with related parties:

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

June 30, 2005 June 30, 2004
Sales of goods 399 426
Sales of services 27 28
Interest income 69 71
Total 495 525

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

June 30, 2005 June 30, 2004
Purchase of goods 659 369
Purchase of services 488 477
Interest expense 0 0
Total 1147 846
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c) Stav pohledavek a zavazk( z transakci mezi spoleénostmi Skupiny Altria

30. 6. 2005 31. 12. 2004
Pohledavky za spriznénymi osobami 10 89
Zavazky v(ci spriznénym osobam 161 181
PUjcky poskytnuté spriznénym osobédm 1190 7 636

Pajcky spriznénym osobam zahrnuji Grocené kratkodobé pujcky ve vysi 1 190 milién K& poskytnuté spole¢nosti Altria
Finance Europe AG (2004: 1 436 miliént K&) a 6 200 miliénd K& spolednosti Altria Group, Inc. k 31. 12. 2004. Pesna vyse
Grokové sazby zavisi na aktuéIni situaci na penéznim trhu. Soucasné vyse Grokové sazby z pljcek Altrii je kalkulovana

na zakladé Grokové sazby PRIBOR za urité obdobf (1, 3, 6 mésic) a zvy$ena o marzi.

d) Odmény kli¢ovych élend vedeni

30. 6. 2005 30. 6. 2004
Odmeény ¢lent vedeni 34 44

22. NASLEDNE UDALOSTI

Po rozvahovém dni nedo$lo k zddnym udélostem, které by mély vyznamny dopad na mezitimni konsolidovanou Gcetn{
zavérku k 30. 6. 2005.
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c) Balances with the affiliates within Altria Group

June 30, 2005 June 30, 2004
Receivables from related parties 10 89
Payables to related parties 161 181
Loans to related parties 1190 7 636

Loans to related parties include interest bearing short-term loans of CZK 1 190 millions with Altria Finance Europe AG
(2004: CZK 1 436 million) and CZK 6 200 million with Altria Group, Inc. at December 31, 2004. The exact interest rates
depend on the current money market. Current interest rate of loan to Altria is calculated based on PRIBOR for the specific

period (1, 3, 6 months) plus margin.

d) Key management compensation
June 30, 2005 June 30, 2004

Management compensation 34 44

22. SUBSEQUENT EVENTS

No subsequent events have occurred after December 31, 2004 that would have a material impact on the consolidated

interim financial information at June 30, 2005.
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120 00 Praha 2

tel.: (+420) 266 702 111, fax: (+420) 266 702 333
www.pmintl.com
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ISIN: CS008418869

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