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/prava predstavenstva -
Report of the Board of Directors



Philip Morris CR a.s. je ptednim vyrobcem a prodejcem
tabakovych vyrobk v Ceské republice. Dospélym
zékaznikam 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 spolecnosti Altria Group, Inc.
K 31. 12. 2006 vlastnila spolecnost Altria Group, Inc.
pFiblizné 89% podil v Kraft Foods Inc. (dne 31. 1. 2007
schvalilo predstavenstvo spolecnosti Altria Group, Inc.
vyclenéni vsech akcii Kraft Food Inc.
vlastnénych skupinou Altria ve
prospéch akcionar skupiny Altria

s G¢innostf od 30. 3. 2007).

Altria Group, Inc. déale vlastni

100% podil ve spolecnostech

Philip Morris International Inc.,
Philip Morris USA Inc. a Philip
Morris Capital Corporation.

Skupina spolec¢nosti Altria méa

také priblizné 28,6 % podil

v SABMiller plc. Altria Group, Inc.
doséhla za rok 2006 cistych
provoznich vynost v celkové vysi
101,4 miliardy dolard.

Zprava predstavenstva
/préva predstavenstva vychazi

z konsolidovanych finanénich
vykazti Philip Morris CR a.s.

a Philip Morris Slovakia s.r.o., které
byly pripraveny v souladu s Mezinarodnimi standardy
detniho vykaznictvi (IFRS).

Konsolidované hlavni l'xdaje (v milionech K¢)

Rok koncici 31. 12.

2006 2005
Trzby 10031 11790
Zisk pred zdanénim 2577 3780
Zisk po zdanéni 1906 2736
Zisk na akcii (v K&) 694 996
Celkovy odbyt (v miliard4ch jednotek) 23,0 22,8

Podnikani v Ceské republice

Objem doméciho odbytu v roce 2006 pokles| v porovnani
s predchozim rokem o 7,2 %, coz zejména odrézi ztratu
trzniho podilu ve prospéch levnéjsich konkurencnich
znacek. Vyrazny narGst odbytu znacky Red & White po
snizeni jeji ceny nestacil kompenzovat snizeni prodejd
jinych nasich znacek v levném cenovém segmentu.

Trzby v tuzemsku poklesly v porovnani's predchozim rokem

0 22,1 %. Kromé snizenf odbytu bylo pricinou i zvyseni podilu
levnych znadek na objemu prodejtl a tvorba cen véetné
pIného absorbovani zvysené spotrebni dané od dervence
2005, které bylo promitnuto do

cen draz$ich znadek Petra, Sparta

a LEM, a Castecné také do cen cigaret
Marlboro. Abychom udrzeli cenovou
konkurenceschopnost po zvyseni
spotrebni dané od 1. 4. 2006,
docasné jsme absorbovali spotrebni
dan u vétsiny znacek naseho portfolia
ve druhé poloviné roku 2006.

Podle maloobchodniho vyzkumu
agentury ACNielsen pokles! podil
nasich znacek na trhu o pét
procentnich bodd na 62,6 %

v porovnani s rokem 2005. Pokles
byl zejména zapricinén dostupnosti
levnejsich konkurencénich znadek.

Podnikani na Slovensku
Odbyt na Slovensku poklesl

v roce 2006 ve srovnani s pred-
chozim rokem o 7%, coz odrézi ztratu trznitho podilu ve
prospéch levnéjsich konkurenénich znacek po podstatném
zvy$eni spotiebni dané od 1. 1. 2006.

Jak vyplyvé z maloobchodniho prizkumu agentury
ACNielsen, podil nasich znacek na celkové spotiebé poklesl
v porovnani s rokem 2005 o 3,2 procentniho bodu na
55,8 %. Pokles byl zejména zapric¢inén dostupnosti
levnéjsich konkurencnich znacek na trhu. Ztraty objemd
prodejl a trzniho podilu byly ¢astecné zmirnény posilenim
cigaret Clea, které byly uvedeny na trh v kvétnu 2005

do nejnizsiho cenového segmentu.

Trzby na Slovensku poklesly o0 12,9% v porovnanf
s predchozim rokem. Pokles trzeb byl zejména zapricinén
niz$im odbytem a zvysenym podilem levnych znacek.




Philip Morris CR a.s. is the largest manufacturer and
marketer of tobacco products in the Czech Republic,
providing adult smokers with popular international

and local brands such as Marfboro, LEM, Petra and Sparta
in more than fifty packaging variants covering different
taste and price segments.

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

Altria Group, Inc. As of December 31, 2006 Altria Group, Inc.
owned approximately 89% of the outstanding common
shares of Kraft Foods Inc. (on January 31, 2007, The Board
of Directors of Altria Group, Inc.
authorized the spin-off of all shares
of Kraft Foods Inc. owned by Altria
to Altria’s shareholders effective
March 30, 2007) and 100% of the
outstanding common shares of
Philip Morris International Inc.,
Philip Morris USA Inc.

and Philip Morris Capital
Corporation. In addition, Altria
Group, Inc. owns approximately
28.6% of SABMiller plc. Altria
Group, Inc. recorded 2006 net
revenues of $101.4 billion.

Report of the Board

of Directors

The report of the Board of Directors
is based on the consolidated
financial statements of

Philip Morris CR a.s.

and Philip Morris Slovakia s.r.o. prepared in accordance
with International Financial Reporting Standards (IFRS).

Consolidated Highlights (czk million)
Year ended December 31

2006 2005
Revenues 10031 11790
Pre-tax income 2572 3780
Net Income 1906 2736
Earnings per share (CZK) 694 996
Total Shipments (bio units) 23.0 22.8

Business in Czech Republic

2006 Czech domestic shipments declined 7.2% versus

the previous year, primarily reflecting market share losses
to lower priced competitive brands. Strong gains for price
repositioned Red & White were more than offset by lower
shipments of our other lower priced brands.

Domestic revenues declined by 22.1% versus the

previous year reflecting, in addition to the shipment
decline, unfavorable product mix and pricing including

full absorption of the July 2005 excise tax increase on
higher priced brands Petra, Sparta and L&EM and partial
absorption on Marlboro. In order to
be price competitive following the
April 1, 2006 excise tax increase we
temporarily absorbed the excise tax
on the majority of our portfolio in
the second half of the year 2006.

According to Retail Audit

research conducted by

the ACNielsen agency, our

brands’ share declined by

5.0 points to 62.6% in comparison
with 2005, primarily driven by
the availability of lower priced
competitive brands.

Business in Slovakia

2006 Slovakia shipments decreased
by 7% versus the previous year
reflecting market share losses to
lower priced competitive brands
after the substantial excise tax increase effective from

January 1, 2006.

According to Retail Audit research conducted by

the ACNielsen agency, our brands’ share decreased by

3.2 points to 55.8% in comparison with 2005, primarily
driven by the availability of lower priced competitive brands
in the market. Volume and share losses were partially offset
by gains of Clea, introduced into the super low

price segment in May 2005.

Revenues in Slovakia decreased by 12.9% versus the
previous year primarily reflecting lower shipments and
an unfavourable product mix.




Vyvoz
Objem vyvozu na ostatni trhy se oproti roku 2005
zvysil 0 47,4 7.

Konsolidované financ¢ni vysledky
Konsolidované trzby poklesly v porovnani s predchozim
rokem o 14,9% na 10 miliard korun i pres narist
celkového odbytu o 1,1%, a to z diivodu vyssiho podilu
levnych znacek na ceském a slovenském trhu.

Zisk pred zdanénim se snizil o 32% na 2,6 miliardy korun,
a to zejména v dUsledku poklesu trzeb pri zachovani

v podstaté stejnych variabilnich
vyrobnich ndkladd. Tento pokles byl
¢asteéné zmirnén dalsimi Gsporami
provoznich nékladu.

Konsolidovany zisk po zdanénf
poklesl 0 30,3% na 1,9 miliardy
korun. Tento pokles byl zptisoben
vy$e uvedenymi dlvody a Céstecné
kompenzovan snizenim sazby dané
z prijmG préavnickych osob z 26%
na 24% v Ceské republice.

Komplexni regulace
Spole¢nost Philip Morris CR a.s.
podporuje vytvoreni komplexni
regulace pokryvajici Siroké spektrum
zékon a fiskalnich opatren.
Vzhledem k zavaznym zdravotnim
dopadlm koureni by méla byt
vyroba cigaret, jejich marketing,
prodej a uzivani regulovano. Jsme hluboce presvédéeni,

ze pravidla musf platit pro véechny tabakové vyrobky,
nejen pro strojové vyrabéné cigarety. Spolecné s efektivnim
vyméahanim zakon maze komplexni regulace podpofit
strategii snizovani skod plisobenych uzivanim tabéaku.
Regulace maze rovnéz poskytnout stabilni a predvidatelné
prostiedi pro tabdkové vyrobce a dalsi subjekty na
tabakovém trhu.

Spolecenska odpovédnost

Pro tabékovou spole¢nost jako je ta nase zacina
odpovédnost u naseho produktu. Jiz mnoho let
spole¢nost Philip Morris CR a.s. sdéluje na svych webovych
strankach www.pmintl.cz a také prostrednictvim

dalsich komunikacnich nastrojt informace o zavaznych
otazkach spojenych s kourenim, jako je prevence kourenf
mladistvych, cigaretové prisady a vyznam Cisel, ktera
oznacuji obsah dehtu a nikotinu v cigaretach. | nadale
budeme pripominat zékaznikdm zdravotni rizika koutenf
a reagovat i na jiné obavy verejnosti spojené s dalsimi
dalezitymi otazkami, které vyvolavaji tabakové vyrobky.

Nase aktivity v oblasti prevence koureni mladistvych jsou
jasnym prikladem tohoto odhodlani. Nase stanovisko

k tomuto spolecenskému problému je jasné: nechceme,
aby déti koufily. Proto se podilime na jeho fesent.

V roce 2006 jsme pokracovali

v podpore vzdélavaciho programu
Dokazu to? (www.dokazuto.cz)

a Paragraf 11/55
(www.paragraf1155.cz), které
pomahaji détem Cinit zodpovédna
rozhodnuti a vyhnout se aktivitam,
jako je koureni. Také se Gcastnime
aktivit Aliance Zékon 18
(www.aliance18.cz), jejimz cilem
je podporovat zékony zakazujici
prodej tabakovych vyrobka
nezletilym osobam. Aliance

Zé&kon 18 rovnéz monitoruije,

zda prodejci jednaji v souladu se
zakonem a dodrzuji vékovy limit,
a podporuje vymahani zékona.

Darcovstvi

V uplynulych &trnacti letech nase
Spolec¢nost vyznamné prispéla

k aktivitim v oblasti charity, kultury a uméni.

Spoletnost Philip Morris CR a.s. mnoho let podporuje
prevenci domactho nasilf (www.domacinasili.cz).

Projekt Svét bez bariér je zaméren na podporu
hendikepovanych lidi a pomahé jim v pristupu do kulturnich
mist. V minulych letech jsme umoznili zfidit bezbariérovy
pristup do deviti mist, mimo jiné do dvou divadel v Kutné
Hore. Projekt Bez bariér také probihal na Mezinarodnim
filmovém festivalu v Karlovych Varech.

Baletni cena Philip Morris Ballet Flower Award je
prikladem trinactileté spoluprace s baletem Narodniho
divadla v Praze.




Exports
Export shipments to other markets increased by 47.4%
versus 2005.

Consolidated Financial Results
Consolidated sales revenues declined by 14.9%

to CZK 10.0 billion versus the previous year, despite
the 1.1% increase in total shipments reflecting mainly
unfavorable product mix and pricing in the Czech
and Slovak domestic market.

Pre-tax income decreased by 32.0% to CZK 2.6 billion
reflecting the lower revenues

on an essentially flat variable
manufacturing cost base partially
offset by other operating

cost savings.

Net consolidated income declined
by 30.3% to CZK 1.9 billion
reflecting in addition to the pre-tax
items the corporate income tax
rate decline from 267% to 24% in
the Czech Republic.

Comprehensive
regulation

Philip Morris CR a.s. supports

the development of comprehensive
regulation covering a broad range
of regulations and fiscal measures.
Given the serious health effects

of smoking, the manufacture,
marketing, sale and use of tobacco products should

be regulated. We strongly believe that regulations must
apply to all tobacco products, not just manufactured
cigarettes. Comprehensive regulation, coupled with
effective enforcement, can support a strategy of reducing
the harm caused by tobacco use and can also provide

a stable and predictable regulatory environment

for tobacco manufacturers and other participants

in the tobacco business.

Corporate Social Responsibility

For us, as a tobacco company, responsibility begins
with our products. For many years, Philip Morris CR a.s.
has addressed, through its company’s web site

www.pmintl.cz and in other communications, important
issues related to tobacco products, such as youth

smoking prevention, cigarette ingredients and the meaning
of tar & nicotine yield numbers. We're committed

to continue to remind consumers about smoking

and health and to address society’s concerns about

other important tobacco issues.

Our activities in the prevention of youth smoking are

a clear example of this commitment. Our position towards
this social problem is straightforward: we do not want
children to smoke. And we take actions to be a part of the
solution. In 2006, we continued
our support for the educational
program “Can | do it?”
(www.dokazuto.cz)

and Paragraph 11/55
(www.paragraf1155.cz ) which
helps children make responsible
decisions and avoid activities such
as smoking. We also take part in the
activities of the association Alliance
Law 18 (www.aliance18.cz), whose
aim is to promote the legislation
prohibiting the sale of tobacco
products to persons under the age
of eighteen and to monitor and
enforce retailer compliance with
the age limits.

Contributions
Over the past fourteen years, the —
Company contributed significantly

to activities in the areas of charity, culture and art.

Philip Morris CR a.s. has been supporting domestic violence

prevention programs for many years (www.domacinasili.cz).

The project “World without Barriers” is aimed at helping

physically disabled people to access cultural places.

In the past years, we have equipped nine public cultural

places with the barrier free access, amongst them two

theatres in Kutna Hora. We also maintained our presence

at the International Film Festival in Karlovy Vary.

The Philip Morris Ballet Flower Award showcases our

13 years of cooperation with the Ballet National

Theatre in Prague.




Dobrocinny fond Philip Morris (www.dobrocinnyfond.cz)
poskytuje finanéni pomoc neziskovym organizacim na
narodni i regionalni Grovni.

Akademie socialniho podnikani (www.socialnipodnikani.cz)
je spole¢nym programem tii partnerdi, kterymi jsou
spole¢nost Philip Morris CR a.s., nadace Via a Vysoké

skola finan¢ni a spravni. Program byl zahéjen v roce

2005 a podporuje zastupce neziskového sektoru v ziskani
kvalifikace s cilem dlouhodobé zlepsit finanéni situaci
neziskovych organizaci.

Budoucnost

Ceska republika

Vlysoké stavy zasob po zvyseni
spotrebni dané v dubnu 2006
oddalily zvyseni prodejnich cen

do Stvrtého Ctvrtleti roku 2006

a prvniho Ctvrtleti roku 2007.
Promitnuti zvyseni spotrebni dané
v dubnu 2006 v kombinaci se
zvySenim spotrebni dané v breznu
2007 do prodejnich cen maze mit
za nasledek pokles objemu prodejt
na trhu s cigaretami se zaplacenou
spotebni danf v Cesku. Zvygeni dané
muze také prispét k pokracujicimu
a zrychlujicimu se prechodu
spotrebitelt k levnéjsim znackam.

Novela zékona o spotrebnich
danich, které vstoupila v platnost
1. 1. 2007, reguluje stav zasob

k datu zvyseni spotrebni dané.
Toto opatreni by mélo poskytnout stabilnéjsi a lépe
predvidatelné podnikatelské prostredi.

Ocekava se, ze dalsi zvyseni spotrebni dané bude v roce
2008. Vlada jesté nerozhodla o jeho vysi a strukture.

Slovensko
Zvyseni spotrebni dané v lednu 2006 prispélo k poklesu

prodejl na trhu s cigaretami ve druhé poloviné roku 2006.

Tento sestupny trend mUze pokracovat v prvni poloviné
roku 2007. Je také mozné, ze dojde k narGstu prilivu
nelegalnich tabakovych produktl i pres snahu Gradd

resit tento problém. Tuto snahu Grad budeme i nadale
pIné podporovat. Za predpokladu, ze v roce 2007 nenf
naplanované dalsi zvySovani spotrebni dané, mizeme
ocekavat mirné obnoveni celkového odbytu cigaret ve
druhé poloviné roku 2007. Avsak tlak na trzby zptsobeny
narastem podilu levnych znacek a tvorbou cen bude

i nadale pokracovat.

Ocekava se, ze dalsi zvyseni spotrebni dané bude
zavedeno v roce 2008. Vlada jesté nerozhodla o jeho
vysi a strukture.

Vyhledova

a varovna prohlaseni

Cas od tasu mdizeme pronést stnf

4 nebo poskytnout pisemné vyjadreni
s ! a predpovédi o nasi budoucnosti,

' vCetné vyjadreni uvedenych

v dokumentech predkladanych
Komisi pro cenné papiry nebo

jinym Graddm, ve zpravach nasim
akcionartim, v tiskovych prohlasenich
nebo ve zpravach pro investory

na internetu. Tato vyjadrent Ize
charakterizovat slovy strategie,
ocekavani, vyvoj, plany, predpovedi,
domnénky, postoje, odhady, dmysly,
projekty, cile, zaméry nebo jinymi
slovy podobného vyznamu. Tato
vyjadrent Ize také rozpoznat podle
toho, Ze se nevztahuji vyluéné na
historické nebo soucasné skutecnosti.

> |

NemUzeme zarudit, ze jakékoli vyjadrent tykajici se
budoucnosti se skutec¢né naplni, ackoliv se domnivame, ze
jsme v nasich planech a predpovédich obezretni. Dosazent
budoucich Gspécht je vystaveno rizikim a nejistoté

a podléha nepresnosti predpokladd. Skutecné vysledky

se mohou lisit od odhadovanych, predpovidanych nebo
navrhovanych, a to v piipadé, Ze nastanou zndméa 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 prognéz a pri zvazovani,
zda investovat nebo drzet akcie spolecnosti

Philip Morris CR a.s.



The Philip Morris Charitable Fund (www.dobrocinnyfond.cz)
provides grants to non-governmental organizations both
at a national and regional level.

The Academy of Social Entrepreneurship
(www.socialnipodnikani.cz) is a joint program of three
partners: Philip Morris CR a.s., the Via Foundation and
The Institute of Finance and Administration. The program
was launched at the end of 2005 and supports individuals
from the NGO sector in obtaining business related
qualifications, with the goal of improving the long-term
financial viability of their non-profit organizations.

Outlook

Czech Republic

The long duration of the inventory
following the April 2006 excise tax
increase resulted in retail

price increases only in Q4 2006
and Q1 2007. This April 2006 excise
tax increase combined with

the March 1, 2007 increase, once
reflected in the selling price,

may result in the contraction of
the Czech duty paid cigarette
market and a continued and even
accelerated consumer shift to lower
priced products.

An amendment to the Excise
Tax Law became effective as

of January 1, 2007 and includes
a clause limiting inventory
buildup on the effective date

of future excise tax increases.
This regulation should provide a more stable
and predictable business environment.

A further tax increase is expected to be implemented
in 2008, the amount and structure of which has not yet
been decided by the Government.

Slovak Republic

The January 2006 excise tax increase contributed to
the decline in total industry volume in the second half
of the year 2006. This declining trend may continue
during the first half of 2007, with a possible upturn

of inflow of illegal sales of tobacco products despite

the efforts of the authorities to address this issue,

efforts which we will continue to fully support.
Assuming there are no further plans for any excise

tax increase in 2007, a potential slight recovery in total
industry volume for the second half of 2007 might be
expected, but still with continuous pressure on revenues
from negative product mix.

A further tax increase is expected to be implemented in
2008, the amount and structure of which has not yet been
decided by the Government.

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.




Prohlasujeme, Ze Gdaje uvedené v Gcetnich zavérkach, jakoz i idaje v dalSich Castech vyrocni zpravy jsou ve vsech

podstatnych aspektech spravné a vsechny daje uréené ke zvefejnéni podle prislusnych pravnich predpist byly zvefejnény.

Dne 16. 3. 2007

/A oS

Anja Fiedler Nicklas Blomqyvist

predseda predstavenstva ¢len predstavenstva

Zpréva dozordéi rady Dozor¢i rada s potésenim sdéluje, 7e je pIné spokojena
- Dozor¢i rada vyvijela svou ¢innost v souladu s ¢lankem s obchodnimi aktivitami Spolecnosti a jejiho vedent, jakoz

17 Stanov Spolec¢nosti. V prabéhu celého roku dozorci i's ekonomickymi vysledky Spolecnosti.

rada sledovala a hodnotila vyvoj a vedeni obchodni

¢innosti Spolecnosti a zvlastni pozornost vénovala jeji Dozor¢i rada prezkoumala konsolidovanou Géetnf

finanéni situaci. zévérku za rok 2006, Gcetni zavérku za rok 2006,

véetné auditorskych zprav a navrhu na rozdéleni zisku.
Dozor¢i rada byla béhem roku Konstatuje, Ze je s vysledky
pIné informovana o prijimanych prezkouméani spokojena a 7e
financnich opatrenich a rovnéz predlozené dokumenty byly
kontrolovala investi¢ni vydaje vyhotoveny v souladu s pravnimi
v souvislosti s rozpoctem piedpisy a stanovami Spole¢nosti.
a harmonogramem jejich Na zakladé toho dozor¢i rada
uskutecnovant. doporucuje, aby vyroéni valna
hromada schvélila konsolidovanou
Dozorci rada potvrzuje, Ze veskeré Gcetni zavérku a Gcetni zavérku
projekty byly pné oddvodnéné a navrhované rozdélenf zisku.
s ohledem na soucasné a budouci
potreby Spolecnosti. Dozorci rada
dale prezkoumala ve smyslu
§ 66a odst.10, Obchodniho
zékoniku Zprévu o vztazich mezi
propojenymi osobami a neméa
Jacek Olczak

predseda dozor¢i rady

k ni vyhrad.




We confirm that the information contained in the financial statements as well as in other parts of the accompanying annual

report is, in all material respects, accurate and all disclosures required by relevant legislation have been made.

March 16, 2007

/A UpeteS

Anja Fiedler Nicklas Blomqvist
Chairman of the Board of Directors Member of the Board of Directors
Report of the SUpCl‘ViSOf’y Board The Supervisory Board is pleased to report its complete
The Supervisory Board conducted its activities in satisfaction with the business activities of the Company
accordance with Article 17 of the Company Articles. The and its Management, and the financial results

Supervisory Board monitored and reviewed the activities of the Company.

of the Company throughout the year, keeping a close and

regular watch on the progress and the management of the The Supervisory Board reviewed the 2006 Consolidated
business as well as the financial situation of the Company. Financial Statements and the 2006 Financial Statements

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

The Supervisory Board is able to
confirm that all projects are fully
justified in terms of the Company’s
current and future needs. The
Supervisory Board reviewed

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

of the Company, including the
auditors’ reports, and the proposal
for the distribution of profits. The
Supervisory Board states that

the submitted documents have
been prepared in compliance

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

Jacek Olczak
Chairman of the Supervisory Board
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Konsolidovana rozvaha
k 31. 12. 2006 (v miliénech K&)

AKTIVA Bod 31. 12. 2006 31. 12. 2005
Pozemky, budovy a zarizeni 5 2 539 2631
Nehmotna aktiva 25 28
Odlozené danové pohledévka 14 8 8
Dlouhodoba aktiva 2572 2 667
Zasoby 7 5634 5498
Obchodni pohledévky a jiné pohledavky 8 1423 821
Dan z prijma 84 66
Penézni prostredky a penézni ekvivalenty 9 3912 6817
Kratkodobé aktiva 11 053 13 202
Dlouhodoba aktiva drzena k prodeji 5,6 0 12
Aktiva celkem 13 625 15 881
VLASTNI KAPITALA ZAVAZKY Bod 31. 12. 2006 31. 12. 2005
Zakladni kapital 10 2 745 2 745
Emisni azio a ostatni prispévky akcionari 2 360 2 336
Fondy 10 551 549
Kumulované zisky 2 685 3832
Kapital a fondy celkem 8 341 9462
Mensinovy vlastni kapital 0 1
Vlastni kapital celkem 8 341 9463
Odlozeny darovy zavazek 14 164 57
Dlouhodobé zavazky 164 57
Obchodni zavazky a jiné zavazky 11 694 913
Ostatni danové zavazky 12 4392 5033
Rezervy 18 34 3
Pajeky 13 0 412
Kratkodobé zavazky 5120 6361
Zavazky celkem 5 284 6418
Vlastni kapital a zavazky celkem 13 625 15 881
Konsolidovany vykaz zisku a ztraty
za rok kongicf 31. 12. 2006 (v miliénech Kg&)

Bod 2006 2005
Trzby 4 10 031 11 790
Ostatni vynosy 15 59 105
Zména stavu zésob vyrobkd a nedokonéené vyroby -35 3
Spotreba materiélu, energie a sluzeb 16 -5921 -6 125
Néklady na zaméstnance a zaméstnanecké pozitky 17 -1 060 -1282
Odpisy dlouhodobych aktiv 5 -366 -384
Snizeni hodnoty pozemkd, budov a zafizent 56 0 -174
Ostatni provozni vynosy 19 87 75
Ostatn{ provozni naklady 20 -198 -212
Provozni zisk 2 597 3796
Finanéni naklady 21 -25 -16
Zisk pred zdanénim 2572 3780
Dan 22 -666 -1044
Cisty zisk 1906 2736
Vztahujici se k:
Veétsinovému kapitélu 1906 2735
Mensinovému kapitélu 0 1
Zisk na akcii zékladni a zfedény (K&/akcie) 23 694 996

Priloha tvorf nedilnou soucést této konsolidované Géetni zavérky.
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Consolidated Balance Sheet
at December 31, 2006 (in million CZK)

ASSETS Note December 31, 2006 December 31, 2005
Property, plant and equipment (PP&E) 5 2 539 2631
Intangible assets 25 28
Deferred tax assets 14 8 8
Non-current assets 2572 2 667
Inventories 7 5634 5498
Trade and other receivables 8 1423 821
Current income tax prepaid 84 66
Cash and cash equivalents 9 3912 6817
Current assets 11 053 13 202
Property, plant and equipment classified as held for sale 5,6 - 12
Total assets 13 625 15 881
EQUITY & LIABILITIES Note December 31, 2006 December 31, 2005
Registered capital 10 2 745 2745
Share premium and other shareholders’ contributions 2 360 2 336
Reserves 10 551 549
Retained earnings 2 685 3832
Capital and reserves attributable the Company’s equity holders 8 341 9462
Minority interest - 1
Total equity 8 341 9463
Deferred tax liability 14 164 57
Non-current liabilities 164 57
Trade and other payables 11 694 913
Other tax liabilities 12 4392 5033
Provisions for current liabilities 18 34 3
Borrowings 13 - 412
Current liabilities 5120 6 361
Total liabilities 5 284 6418
Total equity & liabilities 13 625 15 881

Consolidated Income Statement
for the year ended December 31, 2006 (in million CZK)

Note 2006 2005
Revenues 4 10 031 11 790
Other income 15 59 105
Changes in inventories of finished goods and work in progress (35) 3
Cost of raw materials, consumables and services 16 (5921) (6 125)
Employee benefits expense 17 (1 060) (1282
Depreciation and amortization expense 5 (366) (384)
Impairment of PP&E 5,6 - 174)
Other operating income 19 87 75
Other operating expense 20 (198) (212)
Profit from operations 2 597 3796
Finance costs 21 (25) (16)
Profit before tax 2572 3780
Income tax expense 22 (666) (1 044)
Net profit 1906 2736
Attributable to:
Equity holders of the Company 1906 2735
Minority interest - 1
Earning per share basic and diluted (CZK/share) 23 694 996

The accompanying notes form an integral part of the consolidated financial statements.
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Konsolidovany vykaz zmén vlastniho kapitalu

za rok konéici 31. 12. 2006 (v miliénech Kg&)

Pripadajici na osoby drZici vlastni kapital Spolecnosti

Bod  Zékladni Emisni aZio Zakonny Kumulované Kumulované Mensinovy  Vlastni
kapital aostatni  rezervni kurzové zisky kapital kapital
prispévky fond rozdily celkem
akcionait
Stav k 1. 1. 2005 2745 2336 551 -2 5505 1 11136
Cisty zisk za obdobf 0 0 0 0 2735 1 2736
Celkovy piijem vykazany za rok 2005 0 0 0 0 2735 1 2736
Rozdéleni zisku 24 0 0 0 0 -4 409 -1 -4410
Nevyzvednuté dividendy 0 0 0 0 1 0 1
Stav k 31. 12. 2005 2 745 2336 551 -2 3832 1 9463
Kumulované kurzové rozdily 0 0 0 2 0 0 2
Cisty pfijem vykéazany piimo ve vlastnim kapitalu 0 0 0 2 0 0 2
Cisty zisk za obdobf 0 0 0 0 1906 0 1906
Celkovy pfijem vykazany za rok 2006 0 0 0 0 1906 0 1906
Rozdélenf zisku 24 0 0 0 0 -3 053 -1 -3054
Zaméstnanecké akcie — hodnota sluzeb 0 24 0 0 0 0 24
Stav k 31. 12. 2006 2745 2 360 551 0 2 685 0 8341
Konsolidovany vykaz penéznich toku
za rok kongicf 31. 12. 2006 (v miliénech K¢&)
Bod 2006 2005
Penézni toky 7 provozni &innosti
Zisk pred zdanénim 2572 3780
Odpisy dlouhodobych aktiv 5 366 384
Snizeni hodnoty pozemkd, budov a zafizen{ 56 0 174
Nerealizované kurzové zisky -1 -5
Finanéni vynosy - Cisté -50 -104
Zisk z prodeje pozemki, budov a zafizeni -1 -2
Ostatni nepenézni Gpravy - Cisté 49 4
Penéini tok z provozni ¢innosti pred zménami pracovniho kapitalu 2935 4231
Zména stavu:
Obchodnich a jinych pohledéavek -598 6017
Obchodnich a jinych zavazku -1272 1773
Zasob -130 -1211
Penézni tok z provozni ¢innosti 935 10 810
Zaplacené Groky -9 -1
Zaplacené dan z prijmu -577 -1178
Cisté penézni toky z provozni &innosti 349 9631
PenéZni toky z investicéni éinnosti
Vydaje na pofizeni pozemkd, budov a zarizeni 5 -311 -621
Prijmy z prodeje pozemkd, budov a zatizeni 64 18
Vydaje na pofizeni nehmotnych aktiv -9 -9
Prijaté troky 56 114
Cisté penézni toky z investi¢ni &innosti -200 -498
PenéZni toky z financovdni
Zaplacené dividendy 24 -3 054 -4 410
Cisty penézni tok z financovéni -3 054 -4 410
Cisté snizeni (-) / zvySeni (+) penéznich prostiedki -2 905 4723
Stav penéznich prostiedki na zaéatku roku 6 817 2 094
Stav penéznich prostiedkid na konci roku 9 3912 6 817

Priloha tvorf nedilnou soucést této konsolidované Gcetni zavérky.
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Consolidated Statement of Changes in Equity

for the year ended December 31, 2006 (in million CZK)

Attributable to equity holders of the Company

Note Registered Share premium Statutory Cumulative Retained  Minority Total
capital and other  reserve translation  earnings interest equity
shareholders’ fund adjustments
contributions
Balance at January 1, 2005 2 745 2 336 551 (2) 5505 1 11136
Profit - - - - 2735 1 2736
Total recognized income for the year - - - - 2735 1 2736
Profit distribution 24 - - - - (4409 (1 “4410
Other - - - - 1 - 1
Balance at December 31, 2005 2 745 2 336 551 2) 3832 1 9463
Cumulative translation adjustment - - - 2 - - 2
Net income recognized directly in equity - - - 2 - - 2
Profit - - - - 1906 1906
Total recognized income for the year - - - - 1906 - 1906
Profit distribution 24 - — — - (3053 (D (3054)
Share based payments compensation expense - 24 - - - - 24
Balance at December 31, 2006 2745 2 360 551 - 2 685 - 8 341
Consolidated Cash Flow Statement
for the year ended December 31, 2006 (in million CZK)
Note 2006 2005
Cash flow from operating activities
Profit before tax 2572 3780
Depreciation and amortization expense 5 366 384
Impairment of PP&E 56 - 174
Unrealized foreign exchange gain @)} (5)
Net finance gains (50) (104)
Gain on disposal of PP&E @)} @)
Other non cash loss, net 49 4
Operating cash flows before working capital changes 2935 4231
Changes in:
Trade and other receivables (598) 6017
Trade and other payables (1272) 1773
Inventories (130) 1211
Cash generated from operation 935 10 810
Interest paid ©) (D
Income tax paid (577) (1178)
Net cash generated from operating activities 349 9631
Cash flow from investing activities
Purchase of PP&E 5 311 621
Proceeds from sale of PP&E 64 18
Purchase of intangible assets ©)] 9
Interest received 56 114
Net cash used by investing activities (200) (498)
Cash flow from financing activities
Dividends paid 24 (3054) (4 410)
Net cash used by financing activities (3054) (4 410)
Net (decrease) / increase in cash and cash equivalents (2 905) 4723
Cash and cash equivalents at the beginning of the year 6 817 2 094
Cash and cash equivalents at the end of the year 9 3912 6 817

The accompanying notes form an integral part of the consolidated financial statements.
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Priloha ke konsolidované Gcetni zavérce
k 31. 12. 2006

1.  OBECNE UDAJE

1.1  Popis Skupiny

Philip Morris CR a.s. (,Spole&nost®) a jeji deefiné spolegnost Philip
Morris Slovakia s.r.o. (,Dcefin spole¢nost®), (dale souhrnné jen
,Skupina”), se zabyvaji zejména vyrobou, prodejem, distribucf
a marketingem tabakovych vyrobkd. Spolecnost vlastni 99% podil
Philip Morris Slovakia s.r.o.

Philip Morris CR a.s. je akciové spole¢nost registrovana v Ceské
republice. Do obchodniho rejstriku byla Spole¢nost zapsana 28. 3. 1991
a jeji registrované sidlo je v Kutné Hore, Vitézna 1, Ceské republika.
Vedeni Spolecnosti sidli v Praze a vyrobni zdvody se nachazeji v Kutné
Hore a Straznici.

K 31. 12. 2006 spolegnost Altria Group, Inc. (,Altria Group®) byla
materskou spole¢nosti Philip Morris International Inc., Kraft Foods Inc.,
Philip Morris USA Inc. a Philip Morris Capital Corporation. Altria Group je
vrcholovou ovladajici spolenosti Skupiny. Philip Morris CR a.s. patif do
skupiny Philip Morris International Inc.

K 31. 12. 2006 byl jedinym subjektem vlastnicim vice nez
dvacetiprocentni podil na zakladnim kapitalu Spole¢nosti Philip Morris
Holland B.V. vlastnici 77,6 % zékladniho kapitalu.

Jako ¢lenové predstavenstva a dozorci rady Spolecnosti byly
v obchodnim rejstriku k 31. 12. 2006 zapséany nasledujici osoby:

Predstavenstvo

Anja Fiedler — predsedkyné Jiri Pribyl
Nicklas Blomquvist Danica Sivékova
Andreas Lenge Petr Karla
Dozoréi rada

Jacek Olczak - predseda Mark Saine

Jiri Davidek
Robert Hutchison

Vratislava Hrdlickova
Petr Bubenicek

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

Tato Ucetni zavérka byla schvalena predstavenstvem a dozor¢i radou
ke zverejnéni dne 16. 3. 2007.

2. SHRNUTI VYZNAMNYCH UCETNICH ZASAD

2.1  Zakladni zasady sestaveni konsolidované
Ucetni zaveérky
Tato konsolidované Géetni zévérka je sestavena v souladu

s Mezinarodnimi standardy Gcetniho vykaznictvi ve znéni schvaleném
Evropskou unif (,IFRS®).

Konsolidovana Gcetni zévérka byla sestavena na zakladé pozadavki
vykazovani a ocenovéni stanovenych IFRS a vyklady IFRIC v rozsahu,
v jakém byly schvéleny Evropskou komisi v dobé sestaveni této
konsolidované Gcetni zavérky. Zakladni Gcetni pravidla pouzita pri
sestaveni konsolidované Gcetni zévérky jsou popséna nize. Tato pravidla
byla aplikovana na vsechna obdobi obsazena v této konsolidované
Gcetni z&vérce, pokud neni uvedeno jinak.

Nasledujici standardy, novely a interpretace existujicich standardd
Gc¢inné pro Gcetni obdobi podinajici 1. 1. 2006 Skupina neaplikovala,
protoze pro né neméla napln nebo jejich dopad nebyl vyznamny:

IAS 19 - Novela — Zaméstnanecké pozitky — Pojistné-matematické
zisky a ztraty, skupinové plany a zvefejnéni (datum G&innosti
1. 1. 2006)

IAS 21 - Novela - Cisté investice a dopady zmé&n ménovych kurzd
(datum Géinnosti 1. 1. 2006)

IAS 39 - Novela - Zajisténi penéznich tokd ze skupinovych transakef
(datum G&innosti 1. 1. 2006)

IAS 39 - Novela - Opce na readlnou hodnotu (datum Géinnosti
1. 1. 2006)

IAS 39 a IFRS 4 - Novela — Smlouvy o poskytnutych finan¢nich
zérukéach (datum Gé&innosti 1. 1. 2006)

IFRS 1 - Novela - Prvni aplikace Mezinarodnich standard( Géetniho
vykaznictvi (datum Géinnosti 1. 1. 2006)

IFRS 6 - Prizkum a vyhodnocovéni nerostnych zdroji (datum
Geinnosti 1. 1. 2006)

IFRIC 4 - Ur&eni, zda smlouva obsahuje leasing (datum Gg&innosti
1. 1. 2006)

IFRIC 5 - Prava na podily na fondech vytvorenych na demontéaz,
ukonéeni provozu, uvedeni do ptvodniho stavu a ekologickou likvidaci
(datum Gginnosti 1. 1. 2006)

IFRIC 6 - Zavazky vznikajici z pasobeni na zvlastnim trhu - elektricky
a elektronicky odpad (datum Géinnosti 1. 12. 2005)

Nasledujici standardy, novely a interpretace existujicich standardd,
které byly publikovény a jesté nenabyly Géinnosti, Skupina predcasné
neaplikovala:

IAS 1 - Novela — Sestavovani a zverejriovani Gcetni zavérky: Zverejnén{
kapitalu (datum G&innosti 1. 1. 2007)

IFRS 7 - Finanénf néstroje: Zvefejhovani (datum G&innosti
1.1.2007)

IFRIC 7 - Pouziti metody prepracovéani vykazd v IAS 29 Vlykazovéni
v hyperinflaénich ekonomikach (datum G&innosti 1. 3. 2006)

IFRIC 8 — Rozsah ptsobnosti IFRS 2 (datum G&innosti 1. 5. 2006)
IFRIC 9 - Precenéni vloZzenych derivati (datum Gc&innosti
1. 6. 2006)

IFRIC 10 - Mezitimni vykaznictvi a sniZzeni hodnoty aktiv (datum
G&innosti 1. 11. 2006)

IFRIC 11 - IFRS 2 - Transakce s akciemi skupiny a s vlastnimi akciemi
(datum G&innosti 1. 3. 2007)

IFRIC 12 - Ujednani o poskytovani licencovanych sluzeb (datum
G&innosti 1. 1. 2008)

IFRS 8 - Provozni segmenty (datum Gé&innosti 1. 1. 2009)

Skupina neocekava vyznamné dopady na metody ocenovani
a vykazovani z titulu budouci aplikace vyse uvedenych standard
a interpretaci, nicméné zejména aplikace IFRS 7, IFRS 8 a novely IAS 1
bude znamenat vétsi rozsah zverejnovanych informaci.

Konsolidované Gcetni zavérka byla sestavena na principu historickych
porizovacich cen, s vyjimkou finanénich derivatd, které jsou prvotné
vykazany v realné hodnoté a nasledné preceriovany v souladu s IAS 39,
jak je déle popséno v zakladnich zasadéch sestaveni konsolidované
Gcetni zavérky.

Sestaveni konsolidované Gcetni zavérky v souladu s IFRS vyzaduje
uplatniovani urcitych zasadnich Géetnich odhadd. Vyzaduje rovnéz,
aby vedeni vyuzivalo svij Gsudek v procesu aplikace Géetnich
pravidel Skupiny. Skupina ¢ini odhady a predpoklady tykajici se
budoucnosti. Z toho vznikajici Géetni odhady, jez ze samé povahy
své definice jenom zridkakdy odpovidaji prislusnym skute¢nym
vysledkdam.

Castky uvedené v této konsolidované Gdetni zavérce jsou vykazany
v miliénech ¢eskych korun (,K&*), pokud neni uvedeno jinak.

2.2 Konsolidace
Dcefiné spolecnosti, v nichz mé Spole¢nost primo ¢i neprimo podil
s rozhodujicim vlivem nebo méa nad nimi jinym zpdsobem kontrolu,
byly konsolidovany. Spole¢nosti jsou konsolidovany ode dne, kdy nad
nimi Skupina ziskala kontrolu, a jsou vylouceny z konsolidace k datu
pozbyti této kontroly.

Vsechny transakce, zlstatky a nerealizované zisky a ztraty z transakcf
mezi spole¢nostmi ve Skupiné byly eliminovany, pokud transakce
neposkytla divod snizeni hodnoty prevadéného aktiva. V pripadé
potreby byly Gcéetni postupy dcefinych spolecnosti upraveny tak, aby
byl zajistén soulad s postupy Spole¢nosti.
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Notes to the Consolidated

Financial Statements
at December 31, 2006

1.  GENERAL INFORMATION

1.1 Group Description

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

Philip Morris CR a.s. is a joint stock company registered in the Czech
Republic. The Company was incorporated on March 28, 1991 and
its registered address is Kutna Hora, Vitézna 1, Czech Republic. Its
headquarters are in Prague and its manufacturing facilities are in
Kutné Hora and Straznice.

At December 31, 2006, Altria Group, Inc. (“Altria Group”) was the
parent company of Philip Morris International Inc., Kraft Foods Inc.,
Philip Morris USA Inc. and Philip Morris Capital Corporation. Altria
Group is the ultimate controlling party of the Group. Philip Morris CR a.s.
is an affiliate of Philip Morris International Inc.

At December 31, 2006 the only entity holding more than 20% of the
registered capital of the Company was Philip Morris Holland B.V. which
held 77.6%.

The following individuals were recorded as members of the Board
of Directors and Supervisory Board in the Commercial Register at

December 31, 2006:

Board of Directors

Anja Fiedler - Chairman Jiri Pribyl

Nicklas Blomquvist Danica Sivakova
Andreas Lenge Petr Karla
Supervisory Board

Jacek Olczak — Chairman Mark Saine

Jiri Davidek Vratislava Hrdlickové

Robert Hutchison Petr Bubenic¢ek

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

The Group’s financial statements were authorized for issue by the
Board of Directors and Supervisory Board on March 16, 2007.

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

2.1 Basis of preparation

These consolidated financial statements have been prepared in
accordance with International Financial Reporting Standards as
adopted by the European Union (“IFRS™).

The consolidated financial statements have been prepared based on
the recognition and measurement requirements of IFRS standards
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. The principal accounting policies applied in the
preparation of the consolidated financial statements are set out below.
These policies have been consistently applied to all years presented,
unless otherwise stated.

The following standards, amendments and interpretations are
mandatory for accounting periods beginning on or after January
1, 2006 but are not relevant or do not have material impact to the
Group’s operations:

IAS 19 - Amendment — Employee benefits — Actuarial Gains and Losses,
Group Plans and Disclosures (effective date January 1, 2006)

IAS 21 - Amendment — Net Investment in a Foreign Operation (effective
date January 1, 2006)

IAS 39 - Amendment - Cash Flow Hedge Accounting of Forecast
Intragroup Transactions (effective date January 1, 2006)

IAS 39 - Amendment - The Fair Value Option (effective date
January 1, 2006)

IAS 39 and IFRS 4 - Amendment - Financial Guarantee Contracts
(effective date January 1, 2006)

IFRS 1 - Amendment - First-time Adoption of International Financial
Reporting Standards (effective date January 1, 2006)

IFRS 6 - Exploration for and Evaluation of Mineral Resources (effective
date January 1, 2006)

IFRIC 4 - Determining whether an Arrangement contains a Lease
(effective date January 1, 2006)

IFRIC 5 - Rights to Interests arising from Decommissioning, Restoration
and Environmental Rehabilitation Funds (effective date January 1, 2006)
IFRIC 6 - Liabilities arising from Participating in a Specific Market: Waste
Electrical and Electronic Equipment (effective date December 1, 2005)

The following standards, amendments and interpretations to existing
standards have been published but are not yet effective, that the
Group has not early adopted:

IAS 1 - Amendment - Presentation of Financial Statements: Capital
Disclosures (effective date January 1, 2007)

IFRS 7 - Financial Instruments: Disclosures (effective date
January 1, 2007)

IFRIC 7 - Applying the Restatement Approach under IAS 29,
Financial Reporting in Hyperinflationary Economies (effective date
March 1, 2006)

IFRIC 8 - Scope of IFRS 2 (effective date May 1, 2006)

IFRIC 9 - Reassessment of Embedded Derivatives (effective date
June 1, 2006)

IFRIC 10 - Interim Financial Reporting and Impairment (effective date
November 1, 2006)

IFRIC 11 - IFRS 2 - Group and Treasury Share Transactions (effective
date March 1, 2007)

IFRIC 12 - Service Concession Arrangements (effective date
January 1, 2008)

IFRS 8 - Operating Segments (effective date January 1, 2009)

The above standards are not expected to have material impact on
the current recognition and measurement policies, but in particular
IFRS 7, IFRS 8 and the amendment of IAS 1 will introduce certain new
disclosure requirements.

The consolidated financial statements have been prepared under the
historical cost convention except for financial instruments, which are
initially recognized at fair value and subsequently measured in accordance
with IAS 39 as disclosed in the accounting policies below.

The preparation of consolidated financial statements in accordance
with IFRS 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 financial statements are
presented in million 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.

Inter-company 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 Company.
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2.3 Vykazovéni podle segmenti

Oborovy segment predstavuje skupinu aktiv a ¢innosti zapojenych
do procesu poskytovani vyrobkd nebo sluzeb, které jsou vystaveny
rizikim a dosahuji vynosnosti odlisnych od rizik a vynosnosti v ramci
jinych obord ¢innosti.

Uzemni segment predstavuje poskytovani vyrobkd nebo sluzeb
v konkrétnim ekonomickém prostredi, které je vystaveno rizikim
a dosahuje vynosnosti odlisné od rizik a vynosnosti v rémci jinych
ekonomickych prostredi.

2.4  Transakce v cizich ménach

a) Funkéni ména a ména vykazovani

Polozky, které jsou soucésti konsolidované Gcetni zévérky Skupiny,
jsou ocenovany za pouziti mény primarniho ekonomického prostredi,
ve kterém kazdé spoleénost Skupiny pasobi (,funkéni ména”).
Konsolidované Gcetni zavérka je prezentovana v ¢eskych korunéch,
které jsou pro Spolecnost jak ménou funkeni, tak ménou vykazovani.

b) Transakce a zistatky

Transakce v cizi méné se prepocitavaji do funkéni mény na zékladé
sménnych kurzd platnych k datdm transakci. Kurzové zisky a ztraty
vyplyvajici z téchto transakci a z prepoctu penéznich aktiv a zavazk(
vyjadrenych v cizich ménach sménnym kurzem platnym ke konci
Gcetniho obdobi se vykazuji ve vykazu zisku a ztraty.

c) Podniky ve skupiné

Vysledky a finanéni pozice véech podnikd ve Skuping, které maji
funkéni ménu odlisnou od mény vykazovani, se prevadéji na ménu
vykazovani nasledujicim zptsobem:

0] aktiva a zévazky pro kazdou prezentovanou rozvahu jsou
prepocitany sménnym kurzem platnym k rozvahovému dni;
(i) vynosy a néaklady pro kazdy vykaz zisku a ztraty jsou

prepoditavany aritmetickym pramérem sménnych kurz(i (kromé pifpadd,
kdy tento pramér neni primérenou pribliznou hodnotou kumulativniho
efektu kurz( platnych ke dni transakce, v takovém pripadé jsou vynosy
a naklady prepoditavany kurzem ke dni transakce);

(i) veskeré vysledné kurzové rozdily jsou vykazovény jako
samostatna slozka vlastniho kapitalu (kumulované kurzové rozdily).

Kurzové rozdily vzniklé pri konsolidaci prepoctem cisté investice do
zahrani¢nich dcefinych podnikd, pajcek a jinych ménovych néstrojt
uréenych k zajisténi takové investice, se zahrnuji do vlastniho kapitélu.
V pripadé prodeje zahrani¢niho subjektu se tyto kurzové rozdily
vykazuji ve vykazu zisku a ztraty.

2.5 Pozemky, budovy a zafizeni

Pozemky, budovy a zarizenf jsou prvotné zaznamenany v porizovaci
cené a jsou s vyjimkou pozemkd odpisovéany a vykazovany v zlstatkové
hodnoté. Zustatkova hodnota zahrnuje i pripadné snizeni hodnoty
aktiva. Pozemky jsou nasledné vykazéany v porizovaci cené snizené
o ¢astku vyjadfujici pripadné snizeni hodnoty. Pofizovaci cena zahrnuje
vydaje, které jsou primo priraditelné k porizeni daného aktiva.

Nésledné vydaje jsou zahrnuty do Gcetni hodnoty prislusného aktiva
nebo jsou pripadné vykazany jako samostatné aktivum pouze tehdy,
jestlize je pravdépodobné, ze budouci ekonomicky prospéch spojeny
s danou polozkou Skupina ziské, a porizovaci cena polozky je spolehlivé
meéritelna. Veskeré opravy a Gdrzba jsou zalcétovany do vykazu zisku
a ztraty v ramci Géetniho obdobi, ve kterém vzniknou.

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

Odhadované doby Zzivotnosti (v letech) pouzité v této konsolidované
Gdetni zévérce jsou nasledujict:

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

Pozemky nejsou odepisovény.

Zustatkova hodnota aktiv a jejich Zivotnost je posuzovana a v pripadé
potreby upravena ke kazdému rozvahovému dni. V pripadé, ze je
Géetni hodnota aktiva vy$si nez je jeho realizovatelnd hodnota, snizf
se Gcetni hodnota tohoto aktiva okamzité na jeho realizovatelnou
hodnotu (viz. bod 2.8).

Pozemky, budovy a zarizent, které se jiz nepouzivaji nebo jsou z jinych
ddvodd vyrazeny, se z rozvahy vyradi spolu s opravkami vztahujicimi
se k prislusnému aktivu. Veskeré vynosy ¢i ztraty vzniklé v souvislosti
s vyrazenim jsou Uctovéany do vysledku z bézné cinnosti.

2.6  Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek zahrnuje programové vybaveni
pocitadh. Licence porizené k pocitacovému softwaru jsou aktivovéany
na zakladé vydaju vynalozenych na porizeni konkrétniho softwaru
a jeho uvedeni do pouzivani. Tyto néklady jsou odepisovany po dobu
jejich predpokladané Zivotnosti (tfi az pét let).

Vydaje spojené s vyvojem nebo Gdrzbou pocitacovych softwarovych
program( jsou vykazéany jako néklady v okamziku jejich vynalozeni.
Vydaje, které primo souviseji s vytvorenim presné definovanych
a jedineénych softwarovych produktd a kontrolované Skupinou,
které pravdépodobné prinesou budouci ekonomicky prospéch po
dobu delsi nez jeden rok a prevysujici porizovaci néklady, se vykazujf
jako nehmotné aktiva. Primé néklady zahrnuji osobni néklady
pracovnik( podilejicich se na vyvoji softwaru a odpovidajici podil
prislusné rezie.

Néklady na vyvoj pocitacového softwaru uznané jako aktiva se
odepisuji po dobu jejich predpoklédané Zivotnosti, nejvyse vsak po
dobu tr let.

2.7 Dlouhodoba aktiva klasifikovana jako aktiva

urcena k prodeji
Skupina klasifikuje dlouhodobé aktivum (nebo vyFazovanou skupinu)
jako drzené k prodeji, pokud bude jeho Gcetni hodnota zpétné ziskana
primérné prodejni transakci spise nez pokracujicim uzivanim, a ocenuje
jej v nizsi z jeho zUstatkové hodnoty a Cisté realizovatelné hodnoty
minus naklady souvisejici s prodejem.

2.8  Snizeni hodnoty aktiv

Pozemky, budovy a zarizeni a ostatni aktiva, véetné nehmotnych aktiv,
jsou posuzovény z hlediska snizeni hodnoty, kdykoli uréité udalosti
nebo zmény okolnosti naznacduji, ze jejich Gcetni hodnota nemusi byt
realizovatelna.

Ztréata ze snizeni hodnoty je zalctovéana ve vysi ¢astky, o kterou
Gcetni hodnota aktiva prevysuje jeho realizovatelnou hodnotu.
Realizovatelna hodnota predstavuje redlnou hodnotu snizenou
o néklady prodeje nebo hodnotu z uzivani, je-li vyssi. Za Géelem
posouzeni snizeni hodnoty jsou aktiva sdruzovana na nejnizsich
Grovnich, pro které existuji samostatné identifikovatelné penéznf

toky (pené&zotvorné jednotky).

2.9 Zasoby

Z&soby se vykazuji v pofizovacich cenach nebo v ¢isté realizovatelné
hodnoté, je-li nizsi. Pofizovaci cena zahrnuje cenu porizeni a vedlejsi
néklady spojené s pofizenim zéasob (doprava, clo, pojisténi apod.).
V hodnoté tabakovych nélepek, nedokoncené vyroby, hotovych
vyrobkd a nakupovaného zbozi je zahrnuta i spotrebni dan. Hodnota
nedokonéené vyroby a hotovych vyrobkd zahrnuje pfimé materialové
naklady a vyrobni rezii. Vyrobni rezie zahrnuje predevsim mzdy,
odpisy, spotrebu energii, naklady na opravy a udrzovéani apod. Vétsina
materialovych zasob je ocenéna v primérnych cenéch.

Cista realizovatelna hodnota se rovné odhadnuté prodejni cené
v bézném podnikani snizené o odhadované variabilni néklady nutné
k realizaci prodeje.
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2.3 Segment reporting

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.

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.

2.4  Foreign currency transactions

a) Functional and presentation currency

Items included in the consolidated financial statements of the Group
are measured using the currency of the primary economic environment
in which each entity of the Group operates (“the functional currency”).
The consolidated financial statements are 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 exchange rates prevailing at the dates of the
transactions. 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.

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:

@ assets and liabilities for each balance sheet presented are
translated at the closing rate at the date of that balance sheet;
@D income and expenses for each income statement are translated

at average exchange rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are translated
at the dates of the transactions);

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

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 financial
statements are as follows:

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

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 2.8).

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 licenses 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 assets. 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 Non-current assets
held for sale

The Group classifies separately non-current assets (or disposal group)
as held for sale if their carrying amount is recovered principally
through a sale transaction rather than through continuing use and
measures them at the lower of its carrying amount and fair value
less costs to sell.

2.8 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.

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).

2.9 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
direct material costs and allocated overhead costs. Overhead
costs include labor, 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.




VYROCNI ZPRAVA 2006 | KONSOLIDOVANE FINANCNI VYSLEDKY

2.10 Pujcky a pohledavky

Pajcky a pohledavky jsou nederivatové finan¢ni aktiva s danymi nebo
prepokladanymi platbami, kterd nejsou kétovana na aktivnim trhu.
Jsou zahrnuty do kratkodobych aktiv, s vyjimkou dob splatnosti
delsich nez 12 mésict po rozvahovém dni. Ta jsou klasifikovéna jako
dlouhodob4 aktiva. Pajcky a pohledavky jsou zahrnuty v rozvaze
v obchodnich pohledavkach a jinych pohledévkach.

Obchodni pohledavky se prvotné vykazuji v redlné hodnoté a nasledné jsou
ocenovany zlstatkovou hodnotou na zakladé metody efektivni Grokové sazby
po odecteni opravné polozky na snizeni hodnoty. Opravné polozka na snizent
hodnoty obchodnich pohledavek se vytvari tehdy, jestlize existuji objektivni
dtikazy o tom, Ze Skupina nebude schopna inkasovat veskeré dluzné ¢astky
podle pdvodné sjednanych podminek. Viyse opravné polozky je rozdil mezi
Gcetni hodnotou aktiva a soucasnou hodnotou odhadovanych budoucich
penéznich tokd diskontovanych pavodni efektivni drokovou sazbou. Tvorba
této opravné polozky je zali¢tovana do vykazu zisku a ztréty.

2.11 Penéini prostiedky a penéini ekvivalenty

Penézni prostredky a penézni ekvivalenty zahrnuji finan¢ni hotovost,
inkasovatelné bankovni vklady, ostatni vysoce likvidni kratkodobé
investice s plivodni dobou splatnosti tfi mésice a méné a debetni
zGstatky na bankovnich Gétech (kontokorentni Géty), pokud jsou
soucasti rizeni likvidity Skupiny. V rozvaze jsou debetni zUstatky
na bankovnich G&tech (kontokorentni Géty) vykazany v poloZce
kratkodobych zavazkd.

2.12 Piijaté pojcky

PFi vychozim zachyceni se prijaté pdjcky Gctuji v realné hodnoté
snizené o transakcni néklady. V nésledujicich obdobich se vykazuji
v zlistatkové hodnotg; veskeré rozdily mezi vynosem (bez transakénich
nékladd) a hodnotou splatek se vykazuji ve vysledovce postupné po
celou dobu trvani packy s pouzitim metody efektivni Grokové sazby.

Pajcky jsou klasifikovany jako kratkodobé zavazky, pokud Skupina
nema neomezené pravo odlozit vyporadani zavazku slespon o 12
meésicl od rozvahového dne.

2.13 Odlozena dan

Odlozena dan je vypoctena s pouzitim zavazkové metody uplatnéné na
vSechny docasné rozdily vzniklé mezi darovou hodnotou aktiv a zavazk(
a jejich Ucetni hodnotou vykazovanou v konsolidované Gdetni zavérce.
Pokud ovsem odlozena dan vyplyva z vychoziho zachyceni aktiva nebo
zévazku z transakcf jinych nez je podnikové kombinace, které v dobé
vzniku nemaji dopad ani na Gcetni ani na danovy zisk nebo ztratu, pak
se o ni nelctuje. Odlozena dan z prjmU se stanovi za pouziti danové
sazby (a damfovych zakon(), které byly schvéleny nebo je proces jejich
schvalovani v podstaté dokoncen a o kterych se predpoklada, ze
budou Gc¢inné v obdobi, ve kterém bude prislusna danova pohledéavka
realizovédna nebo zévazek odlozené dané z prijmd vyrovnan.

Odlozené danové pohledavky se vykazuji v rozsahu, v némz je
pravdépodobné, ze bude v budoucnosti dosazeno zdanitelného zisku,
ktery umoznf uplatnéni téchto prechodnych rozdild.

Odlozena dan je zalctovana do vykazu zisku a ztraty s vyjimkou pripadd,
kdy se vztahuje k polozkdm Gctovanym primo do vlastniho kapitalu.
V takovych pripadech je také Gctovana do vlastniho kapitélu.

2.14 Zaméstnanecké pozitky

a) Duachodové pojisténi a penzijni pripojisténi

Skupina hradi pravidelné odvody do statniho rozpoctu k financovani
statniho ddchodového pojisténi v sazbach platnych pro dané obdobi
z vyplacenych hrubych mezd. Nad ramec téchto zakonnych odvod
nejsou vyzadovany od Skupiny z4dné jiné dodatecné odvody. Néklady
souvisejici s odvody jsou zUc¢tovany ve vykazu zisku a ztraty ve stejném
obdobf jako vyplata mezd a platt, ke kterym se vztahuji.

Skupina také poskytuje svym zaméstnanctm penzijni pripojisténi
formou plateb nezéavislym penzijnim fondim v ramci platného
penzijniho plénu. Tyto naklady jsou G¢tovany do vykazu zisku a ztréty
v obdobi, se kterym ¢asové souviseji.

b) Odstupné a pozitky pfi predéasném ukonceni
pracovniho poméru

Odstupné a pozitky pri predéasném ukonéeni pracovniho poméru se
vyplaceji v pripadé, ze je pracovni pomér ukonéen pred normalnim
odchodem do ddchodu nebo pred uplynutim pracovni smlouvy.
Skupina vykazuje pozitky z predc¢asného ukonceni pracovniho
poméru, pokud je zavazéna k ukondéeni pracovniho pomeéru vybranych
zaméstnancl v souladu se schvalenym detailnim planem bez realné
moznosti od tohoto planu odstoupit.

c) Uhrady akciemi

Altria Group, Inc. poskytuje urcité plany Ghrad akciemi pro vedouci
pracovniky véech spolecnosti v rémci skupiny Altria. Tyto plany se vztahujf
k akciim spolecnosti Altria Group, Inc. Tyto plany predstavuji Ghrady vazané
na akcie vyporadané kapitalovymi néstroji. Na zakladé pravidel stanovenych
,Performance Incentive Plans® je vybranym zaméstnancim poskytovéna
dlouhodoba odména v podobé naroku na akcie Altria Group, Inc., které by
jim mély byt v budoucnosti pridéleny (,Deferred Stock®). K realizaci naroku
na nabyti akcil zaméstnanci dochazi po uplynuti zaméstnaneckého poméru
tif let od data poskytnuti naroku (,rozhodné obdobi). Béhem rozhodného
obdobi nema zaméstnanec pristup k akciim a nemdze je prodat, pouzit
jako zéstavu nebo prevést na jinou osobu. Toto omezeni kon¢i na konci
rozhodného obdobi.

Hodnota nékladt sluzeb zaméstnanct vykazanych jako protihodnota za
pridélené naroky na akcie je urcena na zakladé reélné hodnoty narokd
k datu poskytnuti. Tato redlnd hodnota odpovida trzni cené akcii Altria
Group, Inc. k datu poskytnuti. Naklady jsou do vykazu zisku a ztraty (nklady
na zaméstnance a zaméstnanecké poZitky a sluzby) z(&tovany rovnomérné
béhem rozhodného obdobi se souvztaznym zépisem do vlastniho kapitalu.
Celkovy néklad zati¢tovany Skupinou zavisi na dobé trvani zaméstnaneckého
poméru vedouciho pracovnika ve Skupiné béhem rozhodného obdobi.
K okamziku realizace néroku a ukonéeni omezeni souvisegjiciho s akciemi
je Skupiné prefakturovan néaklad spojeny s Ghradami akciemi vznikly na
strané Altria Group, Inc. vychézejici z trzni ceny akcii Altria Group, Inc. k datu
realizace. Fakturovana ¢éastka odpovida dobé trvani zaméstnaneckého
poméru vedouciho pracovnika ve Skupiné béhem rozhodného obdobi.
Rozdil mezi ¢astkou vykézanou jako protihodnota za pridélené néroky na
strané Skupiny a prefakturovanym nékladem je zaGc¢tovan do vlastniho
kapitalu. Hodnota nakladd vykézanych jako protihodnota za pridélené
néroky v letech 2006 a 2005 nebyla vyznamné.

2.15 Rezervy

Skupina tvorf rezervy, pokud mé soucasny pravni nebo mimosmluvni
zavazek, ktery je vysledkem minulych udélosti, je pravdépodobné, ze
k vyporadani tohoto zavazku bude nezbytné odcerpani prostredkd,
a maze byt proveden spolehlivy odhad vyse zévazku. Rezervy se
nevytvéreji na budouci provozni ztraty.

Rezervy jsou ocenény v soucasné hodnoté nejlepsiho odhadu vydaja
potrebnych k vyrovnani soucasného zavazku k rozvahovému dni.

2.16 Vykazovani vynosud

Vynosy predstavuji readlnou hodnotu prodejd zbozi, vyrobkd a sluzeb,
bez dané z pridané hodnoty a spotrebni dané, po odpoctu slev a skont.
Vynosy jsou vykazovény nasledujicimi zplsoby:

Prodej vyrobkd a zbozi

Vynosy z prodeje vyrobkd a zbozi se vykazuji, pokud Skupina
prevedla na kupujiciho vyznamna rizika a odmény z vlastnictvi zbozi;
nezachovavé si pokracujici manazerskou angaZovanost v mire obvykle
spojované s vlastnictvim pozadovaného zbozi, ani skute¢nou kontrolu
nad timto zbozim; ¢astka vynost muize byt spolehlivé ocenéna; je
pravdépodobné, 7e ekonomické uzitky, které jsou s transakci spojeny,
poplynou do Skupiny; a vzniklé néklady nebo néklady, které s ohledem
na transakci teprve vzniknou, mohou byt spolehlivé ocenény.

Prodej sluzeb

Vynosy z poskytovani sluzeb se vykazuji jestlize dojde k poskytnuti
sluzby za pomoci metod uzivanych pro stanoveni stupné dokoncenosti
konkrétni transakce, ur¢eného na zékladé skutec¢né poskytnuté sluzby
k pomeéru celkovych sluzeb, které maji byt poskytnuty.
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2.10 Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
They are included in current assets, except for those with maturities
greater than 12 months after the balance sheet date. These are
classified as non-current assets. Loans and receivables are classified
as “trade and other receivables” in the balance sheet.

Trade and other 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
impairment provision is the difference between the carrying amount
and the recoverable amount, being the present value of estimated
future cash flows discounted at the original effective interest rate.
The amount of the impairment provision is recognized in the income
statement.

2.11 Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held on call
with banks, other short-term highly liquid investments with original
maturities of three months or less, and bank overdrafts if they are an
integral part of the Group’s cash management. Bank overdrafts are
shown within borrowings in current liabilities on the balance sheet.

2.12 Borrowings

Borrowings are recognized initially at fair value, net of transaction
cost incurred. Borrowings are subsequently stated at amortized cost;
any difference between the proceeds (net of transaction costs) and
the redemption value is recognized in the income statement over the
period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an
unconditional right to defer settlement of the liability for at least 12
months after the balance sheet date.

2.13 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 statements. However, if the deferred income tax arises from
initial recognition of an asset or liability in a transaction other than
a business combination that at the time of the transaction affects
neither accounting nor taxable profit nor loss, it is not accounted for.
Deferred income tax is determined using tax rates (and laws) that
have been enacted or substantially 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 income statement, except
when it relates to items charged or credited directly to equity, in which
case the deferred tax also affects equity.

2.14 Employee benefits

a) Pension obligations

Contributions are made to the Government’s health, retirement benefit
and unemployment schemes at the statutory rates applicable during
the year 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 year to which the
contributions relate.

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.

c) Share-based payments

Altria Group, Inc. runs certain compensation plans for management
of all Altria Group companies. The plans relate to the stock of Altria
Group, Inc. These plans are equity settled share-based payment
transactions. There are Performance Incentive Plans in place under
which eligible employees receive Deferred Stock awards representing
long-term equity compensation that delivers shares of Altria Group,
Inc. after three years service period (the vesting period). During the
vesting period, shares are restricted from the employee and cannot
be sold, assigned, used as collateral or transferred. Restriction lapses
at the end of the vesting period (the vesting date).

The compensation cost for Deferred Stock awards is determined
by using fair value of the equity instruments awarded at the grant
date. Fair value corresponds to the market price of Altria Group,
Inc. common stock at date the award is granted to the employee.
Compensation cost is recognized over the vesting period on
a straight-line basis as charge to the employee benefits expense
or services expense with a corresponding entry in equity. The amount
of compensation expense recognized corresponds to the applicable
employee’s employment period with the Group during the vesting
period. Upon the lapse of the restriction on the vesting date the
Group is recharged from Altria Group, Inc. based on the equity
instrument’s fair value at the vesting date. The recharge corresponds
to the applicable employee’s employment period with the Group
during the vesting period. The difference between the compensation
expense recognized by the Group and the recharged compensation
amount is recorded in equity. Amounts recognized as compensation
expense in 2006 and 2005 were not material.

2.15 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.

2.16 Revenue recognition
Revenue comprises the fair value of the sale of goods and services, net
of value-added tax, excise tax, rebates and discounts.

Sales of goods

Revenue from the sale of goods is recognized when the Group
has transferred to the buyer the significant risks and rewards of
ownership of the goods; the Group retains neither continuing
managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold; the amount of
revenue can be measured reliably; it is probable that the economic
benefits associated with the transaction will flow to the Group and
the costs incurred or to be incurred in respect of the transaction can
be measured reliably.

Sales of services

Sales of services are recognized when 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.
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Vynosy z dividend
Vynos z dividend se vykazuje tehdy, kdyz vznikne prévo akcionére na

prijeti platby.

Vynosy z drokd
Urokovy vynos se vykazuje ¢asové rozliseny s pouzitim metody efektivni
Grokové sazby a zohlednénim vyse nesplacené jistiny.

2.17 Leasing

Leasing je klasifikovan jako operativni leasing, jestlize podstatna ¢ast
rizik a odmén vyplyvajicich z vlastnictvi zastava u pronajimatele. Platby
provedené na zakladé operativniho leasingu se Gctuji do vykazu zisku
a ztraty rovhomeérné po celou dobu trvanf leasingu.

Leasing pozemkd, budov a zarizeni, pti némz na Skupinu prechazi
podstatna cast rizik a odmén vyplyvajicich z vlastnictvi, je klasifikovan
jako finanénf leasing.

2.18 Vyplata dividend

Vyplata dividend akcionarim Spolecnosti se vykazuje v konsolidované
Gcetni zavérce Skupiny jako zavazek v obdobi, ve kterém jsou dividendy
schvaleny akcionari Spole¢nosti.

3. RIZENI FINANCNICH RIZIK
3.1 Faktory finanéniho rizika

Z ¢innosti Skupiny vyplyva rada financnich rizik: trznf riziko, Gvérové
riziko a riziko likvidity. Celkové strategie Skupiny pro fizenf rizik se
zaméruje na nepredvidatelnost financ¢nich trhd a snazi se minimalizovat
potencialni negativni dopady na finanéni vysledky Skupiny. Rizenf
rizik provadi centréini oddélenf treasury skupiny Altria Group (,Altria
Group Treasury“) v souladu s pravidly schvalenymi predstavenstvem
Spole¢nosti. Altria Group Treasury identifikuje, ocenuje a zajistuje
finanéni riziko v izké spolupréci se Skupinou.

v s

Vysledky segmentd za rok koncici 31. 12. 2006 maji tuto strukturu:

a) Trzni riziko

Skupina plsobi na mezinarodnim trhu a je vystavena ménovému
riziku vztahujicimu se zejména k americkému dolaru. Ménové riziko
vznika zejména z titulu budoucich nakupt. Pro Ffizeni ménového
rizika Skupina prilezitostné nakupuje ménové opce prostrednictvim
Altria Group Treasury, o kterych Gctuje jako o zajistovacich finan¢nich
derivatech. V roce 2006 a 2005 Skupina neméla zadné ménové opce.

b) Uvérové riziko

Skupina nema vyznamné koncentrace Gvérového rizika. Skupina ma
stanovena pravidla, kterd zajistuji, Ze vyrobky a zboZf jsou prodéavéany
na Gvér pouze zakaznikiim s prislusnou Gvérovou historif.

c) Riziko likvidity

Obezretné rizeni rizika likvidity predpokladéd udrzovani dostate¢né Grovné
hotovosti. Rizenf likvidity Skupiny provadi centralni oddéleni Altria Group
Treasury prostrednictvim domaciho a mezinarodniho systému ,cash pool“.

3.2 0Odhad realné hodnoty

Reélna hodnota finanénich néstrojd obchodovanych na aktivnich trzich
je stanovena na zakladé kétovanych trznich cen platnych k rozvahovému
dni. Pro stanoveni redlné hodnoty financ¢nich néstrojt, které nejsou
obchodovény na aktivnim trhu, se pouzivaji techniky ocenovani. Skupina
¢ini predpoklady, pri nichz vychézi z trznich podminek existujicich
ke kazdému rozvahovému dni. Zastatkova hodnota obchodnich
pohledévek a ostatnich finanénich aktiv a zavazkd se blizi jejich realné
hodnoté. Redlnd hodnota nakladl sluzeb zaméstnanct vykazanych
jako protihodnota Ghrad akciemi vyporadanych kapitalovymi néstroji je
uré¢ena na zakladé reélné hodnoty narokd k datu poskytnuti, kterou je
trzni cena akcii Altria Group, Inc.

4.  INFORMACE O SEGMENTECH

a) Prvotni forméat vykaznictvi — Gzemni segment

Informace o Gzemnim segmentu jsou poskytovany na zékladé
Gzemniho umisténi aktiv Skupiny. Skupina méa aktiva umisténa v Ceské
a Slovenské republice.

Ceska Slovenska Konsolidaéni Skupina
republika republika Gpravy

Hrubé trzby 8773 2 140 0 10913
Mezisegmentové trzby -882 0 0 -882
Trzby 7891 2 140 0 10 031
Vysledek segmentu / Provozni zisk 2223 54 320 2597
Finanéni néklady -25
Zisk pred zdanénim 2572
Dan -666
Cisty zisk 1906
Vysledky segmentd za rok koncici 31. 12. 2005 maji tuto strukturu:

Ceska Slovenska Konsolidaéni Skupina

republika republika Gpravy

Hrubé trzby 11 587 2491 0 14 078
Mezisegmentové trzby -2 288 0 0 -2 288
Trzby 9299 2491 0 11 790
Vysledek segmentu/Provozni zisk 4173 101 -478 3796
Finanéni néklady -16
Zisk pred zdanénim 3780
Dan -1044
Cisty zisk 2 736

Sloupec ,Konsolida¢ni Gpravy“ predstavuje vyloudeni podilu na zisku
prijatého Spole¢nosti od Dcefiné spole¢nosti béhem daného obdobf
a vyloucenf nerealizovaného zisku z hodnoty zésob drzenych ke konci
roku Dcerinou spolecnosti. Kladna hodnota konsolidac¢nich Gprav v roce

2006 je zplGsobena zvysenym prodejem zasob Spolecnosti své dceriné
spolec¢nosti na konci roku 2005 v dasledku zvysenf spotrebni dané na
Slovensku v roce 2006. Tyto prodeje byly z pohledu Skupiny realizovany
v roce 2006.
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Interest income
Interest income is accrued on a time basis, by reference to the
principal outstanding at the effective interest rate applicable.

2.17 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.

2.18 Dividend distribution

Dividend distribution to the Company’s shareholders is recognized
as a liability in the Group’s consolidated 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 and 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. 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
of Directors provides written principles for overall risk management.

a) Market 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
occasionally uses currency options derivative financial instruments,
transacted with Altria Group Treasury. There were no currency options
in 2006 and 2005.

b) Credit risk

The Group has no significant concentrations of credit risk. It has
policies in place to ensure that sales of products and merchandise
are made to customers who meet the Group’s criteria for adequate
credit history.

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 Fair value estimation

The fair value of financial instruments traded in active markets
is based on quoted market prices at the balance sheet date.
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 carrying amounts of trade
receivables and other current financial assets and liabilities is
assumed to approximate their fair values. Fair value of compensation
cost related to equity settled share-based payments is determined
by fair value at the grant date, being market price of Altria Group,
Inc. common stock.

4.

a) Primary reporting format — geographical segment
Geographical primary segment reporting format is based on the
location of the Group’s assets. The Group has assets located in
the Czech Republic and Slovakia.

SEGMENT REPORTING

The segment results for the year ended December 31, 2006 are as follows:

Czech Slovak Consolidation Group
Republic Republic adjustments

Total gross segment revenues 8 773 2 140 - 10 913
Inter-segment revenues (882) - - (882)
Revenues 7891 2 140 - 10 031
Segment results / Profit from operations 2223 54 320 2 597
Finance costs (25)
Profit before tax 2572
Income tax expense (666)
Net Profit 1906
The segment results for the year ended December 31, 2005 are as follows:

Czech Slovak Consolidation Group

Republic Republic adjustments

Total gross segment revenues 11 587 2491 - 14 078
Inter-segment revenues (2 288) - - (2 288)
Revenues 9 299 2491 - 11 790
Segment results / Profit from operations 4173 101 (478) 3796
Finance costs (16)
Profit before tax 3780
Income tax expense (1044)
Net Profit 2736

“Consolidation adjustments” represents dividends received by the
Company from the Subsidiary during the current year and unrealized
profit in the year-end inventory balance held by the Subsidiary. Positive
amount of consolidation adjustments for 2006 results from increased

inventory sales by the Company to the Subsidiary at the end of 2005
which was driven by the increase in excise tax in Slovakia in 2006. These
sales were realized in 2006 from consolidation level perspective.
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Ostatni informace o segmentech za rok konéici 31. 12. 2006:

Ceska Slovenska Eliminace Nealokované Skupina
republika republika
Odpisy dlouhodobych aktiv 338 28 0 0 366
Aktiva segmentu 12911 767 -145 92 13 625
Zé&vazky segmentu 4 464 740 -84 164 5284
Vydaje na dlouhodoba aktiva 289 31 0 0 320
Ostatni informace o segmentech za rok konéici 31. 12. 2005:
Ceska Slovenska Eliminace Nealokované Skupina
republika republika
Odpisy dlouhodobych aktiv 352 32 0 0 384
Snizeni hodnoty pozemkd, budov a zafizen{ 174 0 0 0 174
Aktiva segmentu 13 860 2 848 -901 74 15881
Zé&vazky segmentu 4036 2780 -455 57 6418
Vydaje na dlouhodoba aktiva 612 18 0 0 630

Aktiva segmentu tvolf prevazné pozemky, budovy a zafizeni, nehmotna
aktiva, zésoby, pohledévky a provozni penézni prostredky. Nezahrnuji
splatnou a odlozenou dan z prijma.

Zéavazky segmentu jsou tvoreny provoznimi zévazky. Nezahrnujf
odlozenou dan z prijma.

Vydaje na dlouhodobé aktiva jsou tvoreny piiristky hmotnych aktiv
(bod 5) a nehmotnych aktiv.

Trzby z prodeje tretim strandam podle umisténi sidla zakaznika byly nésledujici:

Ceska Slovenska Ostatni segmenty Skupina

republika republika
2006 6 560 2 140 1331 10 031
2005 8 424 2491 875 11 790

Polozka ,Ostatni segmenty” zahrnuje vyvozy do ostatnich zemi.

b) Druhotny format vykaznictvi — oborovy segment
Prodeje Skupiny jsou tvoreny prevazné prodejem tabakovych vyrobku
a proto Skupina vykazuje pouze jeden oborovy segment v druhotném

<) Analyza trzeb podle kategorii:

formatu vykaznictvi. Primarni icetni vykazy obsazené v této konsolidované
Gcetni zavérce obsahuji vsechny informace pozadované pro druhotny
format vykaznictvi informaci o segmentech.

2006 2005
Prodej vyrobkd a zbozi 10 023 11 780
Vynosy z poskytovanych sluzeb 8 10
Celkem 10 031 11 790
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Other segment information for the year ended December 31, 2006:

Czech Slovak Elimination Unallocated Group
Republic Republic
Depreciation and amortization 338 28 - - 366
Segment assets 12 911 767 (145) 92 13 625
Segment liabilities 4 464 740 (84) 164 5284
Capital expenditure 289 31 - - 320
Other segment information for the year ended December 31, 2005:
Czech Slovak Elimination Unallocated Group
Republic Republic
Depreciation and amortization 352 32 - - 384
Impairment charge 174 - - - 174
Segment assets 13 860 2 848 (901) 74 15 881
Segment liabilities 4 036 2 780 (455) 57 6418
Capital expenditure 612 18 - - 630

Segment assets consist primarily of PP&E, intangible assets, inventories,
receivables and operating cash. They exclude the current income tax
prepaid and deferred tax.

Segment liabilities comprise operating liabilities. They exclude deferred
tax liabilities.

Capital expenditure comprises additions to PP&E (Note 5) and intangible
assets.

Sales to external customers by the location of the customers were as follows:

Czech Slovak Other Group

Republic Republic segments
2006 6 560 2 140 1331 10 031
2005 8 424 2491 875 11 790

Other segments amounts relate to exports to other countries.

b) Secondary reporting format — business segment
Substantially all of the Group’s sales are tobacco products, and therefore
the Group has only one reportable business segment. The primary

statements presented in these consolidated financial statements
include the information required from the secondary format of segment
reporting.

<) Analysis of sales by category:

2006 2005
Sales of finished goods and merchandise 10 023 11780
Revenues from services 8 10
Total 10 031 11790
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5.  POZEMKY, BUDOVY A ZARIZENI

Pozemky, Dopravni Inventar Pofizeni Celkem
budovy prostredky, a vybaveni aktiv
astavby stroje a zafizeni a poskytnuté
zélohy
K1. 1. 2005
Porizovaci cena 1982 3 842 105 64 5993
Oprévky a snizeni hodnoty -1012 -2 303 -92 0 -3 407
Zistatkova hodnota 970 1539 13 64 2 586
Rok konéici 31. 12. 2005
Pocatecni ztstatkové hodnota 970 1539 13 64 2 586
Prirastky 30 604 1 -14 621
Vyrazeni 0 -22 -1 0 -23
Snizeni hodnoty -39 -135 0 0 -174
Kurzové rozdily 0 2 0 0 2
Odpisy -83 -282 -4 0 -369
Reklasifikace dlouhodobych aktiv drzenych k prodeji -10 -2 0 0 -12
Konecna zistatkové hodnota 868 1704 9 50 2631
Rok konéici 31. 12. 2005
Porizovaci cena 1849 4 046 87 50 6 032
Oprévky a snizeni hodnoty -981 -2 342 -78 0 -3401
Zistatkovéa hodnota 868 1704 9 50 2631
Rok koncici 31. 12. 2006
Pocatecni ztstatkové hodnota 868 1704 9 50 2631
Prirastky 48 258 19 -14 311
Vyrazeni -12 -39 0 0 -51
Odpisy -86 -264 -4 0 -354
Kurzové rozdily 0 2 0 0 2
Koneéna zustatkova hodnota 818 1661 24 36 2539
K31. 12. 2006
Porizovaci cena 1831 3 806 98 36 5771
Oprévky a snizeni hodnoty -1013 -2 145 -74 0 -3232
Zistatkova hodnota 818 1661 24 36 2539
Pozemky, budovy a zarizeni drzené k prodeji k 31. 12. 2005:
Porizovaci cena 159 32 17 0 208
Oprévky a snizeni hodnoty -149 -30 -17 0 -196
Zistatkova hodnota k 31. 12. 2005 10 2 0 0 12

Najemné v hodnoté 138 miliént K& (2005: 105 miliént K&) za pronajem sklad(, kancelafskych prostor a strojniho zafizent je zahrnuto do vykazu

zisku a ztraty.

Veskeré vydaje na porizeni dlouhodobého majetku byly financovéany z vlastnich zdroj& Skupiny.

6.  SNIZENi HODNOTY POZEMKU, BUDOV A ZARIZENI

Skupina provérila zUstatkovou hodnotu pozemkd, budov a zafizeni
7 hlediska mozného snizeni hodnoty. V roce 2006 nebylo vykazano zadné
snizeni hodnoty dlouhodobych aktiv.

Dne 1. 4. 2005 Skupina oznamila plan ukonceni vyroby ve svém zévodé
v Hodoniné ke konci ¢ervence 2005. Cilem restrukturalizace, kterd byla
reakci na ménici se podminky na trhu a preference spotrebiteld, bylo
zvySeni konkurenceschopnosti ve vyrobé. Celkové snizeni hodnoty
dlouhodobého hmotného majetku za rok koncici 31. 12. 2005
predstavovalo 174 miliént Ké. Viysledkem tohoto pléanu a uskutecnéni
naslednych krokd byla Gprava zUstatkové hodnoty prislusnych pozemkd,
budov a zarizeni. Snizeni hodnoty jednotlivych skupin dlouhodobych
aktiv je vykézéno v bodé 5.

V prosinci 2005 vedenf Skupiny schvalilo plan prodat zdvod v Hodoniné.
Prodej zahrnoval pozemky, budovy a souvisejici zarizeni. Podminky
prodeje byly odsouhlaseny s nezéavislym kupujicim v prosinci 2005
s naslednym podpisem smlouvy dne 20. 1. 2006. V souladu s IFRS
Skupina preklasifikovala v rozvaze veskery majetek, ktery byl predmétem
prodeje, do samostatné kategorie ,dlouhodoba aktiva drzené k prodeji‘.
Tento majetek byl ocenén ve skute¢né prodejni cené snizené o naklady
spojené s prodejem. Jednotlivé kategorie majetku drzeného k prodeji
a jejich Gcetni zUstatkové hodnota jsou uvedeny v bodé 5. Prodej byl
uskutecnén v roce 2006.

7.  ZASOBY

31. 12. 2006 31. 12. 2005
Material 2839 1784
Nedokoncené vyroba 274 242
Hotové vyrobky 2415 3439
Zbozi 106 33
Zasoby celkem 5634 5498

Pofizovaci néklady na zésoby vykazané ve vykazu zisku a ztraty jako naklad a zahrnuté v poloZce ,spotfeba materiélu, energie a sluzeb® ¢inily

3 435 miliona Ke (2005: 3 226 milidnd Ke).
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5. PROPERTY, PLANT AND EQUIPMENT
Property Vehicles Furniture ~ Constructions
& Buildings & Machinery & Fixtures in progress Total
Equipment & Advances paid

At January 1, 2005
Cost 1982 3842 105 64 5993
Accumulated depreciation and impairment (1012) (2 303) 92 - (3 407)
Net carrying amount 970 1539 13 64 2 586
Year ended December 31, 2005
Opening net carrying amount 970 1539 13 64 2 586
Additions cost 30 604 1 14) 621
Disposal net carrying amount - (22) (D - (23)
Impairment charge (39 (135) - - (174)
Exchange differences - 2 - - 2
Depreciation charge (83) (282) @ - (369)
Reclassification to PP&E classified as held for sale (10) @ - - (12)
Closing net carrying amount 868 1704 9 50 2631
Year ended December 31, 2005
Cost 1849 4 046 87 50 6 032
Accumulated depreciation and impairment (981) (2342 (78) - (3401
Net carrying amount 868 1704 9 50 2631
Year ended December 31, 2006
Opening net carrying amount 868 1704 9 50 2631
Additions cost 48 258 19 14 311
Disposal net carrying amount (12) (39 - - (51)
Depreciation charge (86) (264) @) - (354)
Exchange differences - 2 - - 2
Closing net carrying amount 818 1661 24 36 2539
At December 31, 2006
Cost 1831 3806 98 36 5771
Accumulated depreciation and impairment (1013) (2 145) (74) - (3232)
Net carrying amount 818 1661 24 36 2539
PP&E classified as held for sale as at December 31, 2005 were as follows:
Cost 159 32 17 - 208
Accumulated depreciation and impairment (149) (30) a7 - (196)
Net carrying amount at December 31, 2005 10 2 - - 12

Lease rentals amounting to CZK 138 million (2005: CZK 105 million) relating to the lease of warehousing and office space, machinery equipment and

software are included in the income statement.

All investments in fixed assets were financed by the Group’s own resources.

6.

The review of all property, plan and equipment was done to look for any
indication that an asset may be impaired. There was no impairment loss
recognized in 2006.

On April 1, 2005, The Group announced the plan to cease production
at its Hodonin manufacturing facility by the end of July 2005.
The restructuring was 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 2005 was CZK 174 million.
As a result of this plan and subsequent steps in its execution, the Group
revised the carrying amounts of related property, plant and equipment.
The impact of the impairment loss on individual property, plant and
equipment categories as at December 31, 2005 is disclosed in Note 5.

IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT

In December 2005, management of the Group approved the plan to sell
the Hodonin factory premises. The sale related to the land, buildings
and related operating equipment. Terms and conditions of the sale
were agreed with an independent buyer in December 2005 with the
signature of the Agreement on January 20, 2006. In accordance with IFRS
the Group reclassified all assets subject to the sale as “assets held for sale”
on the face on balance sheet as at December 31, 2005. These assets were
valued at their actual selling price less cost to sell. Individual categories
of fixed assets and their carrying amounts are disclosed in Note 5. The
sale was completed in 2006.

7.  INVENTORIES

December 31, 2006 December 31, 2005
Materials 2839 1784
Work in progress 274 242
Finished goods 2415 3439
Merchandise 106 33
Total inventories 5634 5498

The cost of inventories recognized as expense and included in raw materials, consumables and services amounted to CZK 3 435 million

(2005: CZK 3 226 million).
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8. OBCHODNI POHLEDAVKY A JINE POHLEDAVKY

31. 12. 2006 31. 12. 2005
Pohledavky z obchodnich vztahl - treti strany 1224 742
Pohledavky z obchodnich vztahd - spfiznéné strany 127 21
Obchodni pohledavky 1351 763
Prijaté zalohy 27 19
Ostatni pohledavky 2 2
Prechodné Gcty aktiv 8 9
Néklady pristich obdobf 35 28
Obchodni pohledavky a jiné pohledavky celkem 1423 821
9.  PENEZNI PROSTREDKY A PENEZNI EKVIVALENTY

31. 12. 2006 31. 12. 2005
Uéty v bance 303 106
Kratkodobé ptijeky spiiznéné strané splatné na pozadani (bod 27) 609 6711
Kratkodobé ptij¢ka spriznéné strané (bod 27) 3000 0
Penize a penéini prostredky celkem 3912 6 817

Kratkodoba pujcka poskytnuta spiiznéné strané zahrnuje Grocenou kratkodobou pajcku se splatnosti do tiff mésict. Analyza kratkodobych pohledavek

za spifznénymi stranami je uvedena v bodé 27.

10. ZAKLADNI KAPITAL

Zakladni kapitél Spoleé¢nosti predstavuje 2 745 386 kust akcii
v nominalni hodnoté 1 000 K¢ a je pIné splacen. V prabéhu
predchazejicich dvou let nedoslo k zddnym zménédm v zakladnim
kapitélu a poctu nebo druhu akcii.

Z&kladni kapital Spole¢nosti je rozvrzen na:

Spoleénost i Dcefina spole¢nost vytvorily zakonny rezervni fond. Rezervni
fond nesmi byt pouzit k rozdéleni akcionaram, ale muze byt pouzit
k Ghradé ztréty. lyse zékonného rezervniho fondu ve Spole¢nosti je 20%
zakladniho kapitalu Spole¢nosti a vyse zékonného rezervniho fondu
v Dceriné spolecnosti je 10% zakladniho kapitalu Dceriné spolecnosti.

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

Vsem akciim prisluseji stejna prava.

Identifikacni oznacenti akcii Spole¢nosti podle mezinarodniho systému cislovanti je ISIN: CS0008418869.

Akcie Spole¢nosti jsou prijaty k obchodovani na trhu organizovaném Burzou cennych papirt Praha, a.s. a RM-Systémem, a.s. Verejnosti bylo
k 31. 12. 2006 drzeno 2 745 386 kust akcii, z toho 77,6% bylo drzeno spolecnosti Philip Morris Holland B.V.

11.  OBCHODNI ZAVAZKY A JINE ZAVAZKY

31. 12. 2006 31. 12. 2005
Zé&vazky z obchodnich vztah( - treti strany 272 305
Zévazky z obchodnich vztahtl - spiiznéné strany 132 269
Obchodni zavazky 404 574
Zévazky vaci zaméstnanctm 77 91
Zévazky ze sociédlniho zabezpedeni a zdravotniho pojistént 40 40
Nevyplacené dividendy 14 14
Dohadné Gcty pasivni 146 180
Jiné zévazky 13 14
Obchodni zdvazky a jiné zavazky celkem 694 913
Zavazky vyplyvajici z transakei mezi spriznénymi stranami jsou popséany v bodé 27. Skupina nemé zadné dlouhodobé zavazky.
12. OSTATNI DANOVE ZAVAZKY

31. 12. 2006 31. 12. 2005
Dan z pridané hodnoty 498 469
Spotrebni dan 3878 4 535
Ostatni dané 16 29
Celkem 4392 5033
13.  POJCKY 14. ODLOZENA DAN Z PRIJMU

Prijaté pajcky k 31. 12. 2005 ve vysi 412 milionG K& zahrnuji
kontokorentni Gcet. Celkovy limit pro cerpani kontokorentniho Gétu
byl 536 miliond K&. Skutecnéa vyse Groku z kontokorentniho Gétu
je vypoctena jako BRIBOR plus 0,25% p.a. Pramérna efektivni vyse
Grokové sazby byla 3,61% p.a. K 31. 12. 2006 nebyl cerpan zadny
kontokorentnf{ Gvér.

Odlozené danové pohledavky a zavazky jsou vzajemné kompenzovany,
pokud existuje ze zékona vymahatelné pravo kompenzace kratkodobych
danovych pohledévek proti krdtkodobym darovym zavazkiim a pokud se
odlozend dan vztahuje ke stejnému finan¢nimu Gradu.
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8.  TRADE AND OTHER RECEIVABLES

December 31, 2006 December 31, 2005

Trade receivables from customers 1224 742
Trade receivables from related parties 127 21
Trade receivables — net 1351 763
Prepayments 27 19
Other receivables 2 2
Accrued income 8 9
Prepaid expenses 35 28
Total trade and other receivables 1423 821

9.  CASHAND CASH EQUIVALENTS

December 31, 2006 December 31, 2005

Cash at banks 303 106
On demand deposits with related parties (Note 27) 609 6711
Short-term loan with related party (Note 27) 3000 -
Total cash and cash equivalents 3912 6 817

Short-term loan includes interest bearing loans to related party with the maturity less than three months. See Note 27 for an analysis of receivables

from related parties.

10. SHARE CAPITAL

The Company’s registered capital of 2 745 386 shares has a nominal
value of CZK 1 000 per share 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 Company’s registered capital is allocated as follows:

Both companies of the Group created their statutory reserve fund.
[t may not be distributed to shareholders, but may be used to offset
losses. The statutory reserve fund of Philip Morris CR a.s. equals to 20%
of the Company’s issued share capital and the statutory reserve fund of
Philip Morris Slovakia s.r.o. equals to 10% of its issued share capital.

Number of shares Value in CZK
Unregistered ordinary shares certificated 831 688 831 688 000
Registered ordinary shares dematerialized 1913 698 1913 698 000
Total ordinary shared 2 745 386 2 745 386 000

The same rights are attached to all shares.

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

Company’s shares are admitted for trading on the public market organized by the Prague Stock Exchange and the RM-S — Czech Share Trading System.
At December 31, 2006, 2 745 386 shares were publicly held, of which 77.6% were held by the company Philip Morris Holland B.V.

11. TRADEAND OTHER PAYABLES

December 31, 2006 December 31, 2005

Trade payables to suppliers 272 305
Trade payables to related parties 132 269
Trade payables 404 574
Amounts due to employees 77 91
Social security and health insurance 40 40
Dividends payable 14 14
Accrued expenses 146 180
Other payable 13 14
Total trade and other payables 694 913

Trade payables to related parties as disclosed in Note 27. The Group has no long-term payables.

12. OTHER TAX LIABILITIES

December 31, 2006 December 31, 2005

VAT payable 498 469
Excise tax liability 3878 4 535
Other taxes 16 29
Total 4392 5033

13. BORROWINGS

The borrowings of CZK 412 million as at December 31, 2005 represented
the bank overdraft. Total overdraft limit was CZK 536 million. Actual
interest rate of the overdraft is calculated as BRIBOR + 0.25% p.a.
The average effective interest rate was 3.61% p.a. There was no bank
overdraft as at December 31, 2006.

14. 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.
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Kompenzované ¢astky jsou nasledujici:

31. 12. 2006 31. 12. 2005
Odlozené darové pohledévka — nekompenzovana 8 8
Odlozena dariova pohledavka 8 8
Odlozené danové pohledévka 28 113
Odlozeny darovy zavazek -192 -170
Odlozeny darovy zavazek -164 -57
Odlozené danové pohledévka
- Odlozena danova pohledavka s ocekavanou realizaci do 12 mésicd 28 114
- OdloZend darové pohledavka s oéekavanou realizaci za vice nez 12 mésict 8 7
36 121
Odlozeny darovy zavazek
- OdloZeny danovy zavazek, ktery méa byt vyrovnan do 12 mésicl -22 -43
- Odlozeny danovy zévazek, ktery mé byt vyrovnan za vice nez 12 mésict -170 -127
-192 -170
Brutto pohyb na Gctu odlozené dané z prijmu je nésledujici:
2006 2005
K1 1. -49 -171
Zalctovani ve vykazu zisku a ztraty -107 122
K 31. 12. -156 -49

Zmény odlozenych dariovych pohledavek a zavazk(i (pred kompenzaci zdstatk(i v rémci téZe dafové jurisdikce) v daném obdobf byly nasledujic:

Odlozeny darovy zavazek

Zrychlené darové odpisy

K 1. 1. 2005 -198
Zauctovani do vykazu zisku a ztréty 28
K 31. 12. 2005 -170
Zauctovani do vykazu zisku a ztraty -22
K 31. 12. 2006 -192
Odlozena darova pohledavka Odpisy Snizeni Uhrady Eliminace Majetek Ostatni Celkem

hodnoty akciemi  nerealizova- Gctovany

zésob ného zisku pfimo

do néakladu
K 1. 1. 2005 5 4 0 10 7 1 27
Zauctovani do vykazu zisku a ztraty 0 1 0 93 -1 1 94
K 31. 12. 2005 5 5 0 103 6 2 121
Zalctovéani do vykazu zisku a ztréty -1 -2 5 -93 -3 9 -85
K 31. 12. 2006 4 3 5 10 3 11 36

K 31. 12. 2006 byly odloZené datiova pohledavka (+) a zdvazek (<) vypocteny sazbou ve vysi 24 % ze zékladu dané v Ceské republice
(2005: 24%). K 31. 12. 2006 a 31. 12. 2005 byla odlozena darova pohledavka Dcefiné spolecnosti vypodtena ve vysi 19% ze zakladu dang

ve Slovenské republice.

15. OSTATNi VYNOSY

Ostatn{ vynosy zahrnuji prijaté Groky z kratkodobych ptij¢ek poskytnutych sp¥iznénym strandm (viz. bod 27) a Groky z penéZnich prostfedkd na

bankovnich Gctech.

2006 2005
Pajcky spriznénym stranam 55 91
Banky 4 14
Celkem 59 105
16. SPOTREBA MATERIALU, ENERGIE A SLUZEB

2006 2005
Spotreba materialu 3 249 3727
Spotreba energie 63 58
Néklady na prodané zbozi 592 53
Sluzby 2017 2287
Celkem 5921 6125
17. NAKLADY NA ZAMESTNANCE A ZAMESTNANECKE POZITKY

2006 2005
Mzdové néklady véetné nékladd na restrukturalizaci ve vysi 52 miliony Ké

(2005: 227 miliént K&) a jinych naklad( souvisejicich s ukonéenim pracovniho
poméru ve vysi 4 miliény K& (2005: 5 miliént K&) 756 972

Néklady na sociélni zabezpeceni a zdravotni pojistén{ 98 102
Penzijni naklady - plany definovanych prispévkd 155 165
Ostatni socialni néklady 51 43
Néklady na zaméstnance celkem 1060 1282
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The offset amounts are as follows:

December 31, 2006 December 31, 2005
Deferred tax assets not offset 8 8
Deferred tax assets 8 8
Deferred tax assets 28 113
Deferred tax liabilities (192) (170)
Deferred tax liabilities (164) (57)
Deferred tax assets
- Deferred tax assets to be recovered within 12 months 28 114
- Deferred tax assets to be recovered after more than 12 months 8 7
36 121
Deferred tax liabilities
— Deferred tax liabilities to be recovered within 12 months (22) (43)
— Deferred tax liabilities to be recovered after more than 12 months (170) (127)
(192) (170)
The gross movement in the deferred income tax is as follows:
2006 2005
January 1 (49) (171D
Income statement (charge) / credit (107) 122
December 31 (156) (49)

The movement in deferred tax assets and liabilities during the year, without taking into consideration the offsetting of balances within the same tax
jurisdiction, is as follows:

Deferred tax liabilities Accelerated tax depreciation
At January 1, 2005 (198)
Credit to the income statement 28
At December 31, 2005 (170)
Charged to the income statement (22)
At December 31, 2006 (192)
Deferred tax assets Depreciation Provisions Share Unrealized Assets Other Total
for based profit  expensed
inventories payments  elimination
At January 1, 2005 5 4 - 10 7 1 27
Credited/(charged) to the income statement - 1 - 93 (D 1 94
At December 31, 2005 5 5 - 103 6 2 121
Credited/(charged) to the income statement (D 2 5 (93) 3) 9 (85)
At December 31, 2006 4 3 5 10 3 11 36

At December 31, 2006 and 2005 the deferred tax asset (+) and liability (-) was calculated at the rate 24% in the Czech Republic and at rate 19% in
the Slovak Republic.

15. OTHER INCOME

Other income include the interest income received from interest bearing short-term loans to related parties (see Note 27) and interest received from
free cash in bank accounts.

2006 2005
Loans to related parties 55 91
Banks 4 14
Total 59 105
16. COST OF RAW MATERIAL, CONSUMABLES AND SERVICES
2006 2005
Raw material 3 249 3727
Consumables 63 58
Cost of merchandise sold 592 53
Services 2017 2287
Total 5921 6 125
17. EMPLOYEE BENEFITS EXPENSE
2006 2005
Wages and salaries, including restructuring costs CZK 52 million
(2005: CZK 227 million) and other termination benefits
CZK 4 million (2005: CZK 5 million) 756 972
Social security and health insurance 98 102
Pension costs — defined contribution plans 155 165
Other employee related costs 51 43

Total employee related costs 1060 1282
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Néklady na restrukturalizaci vykézané za rok 2006 zahrnuji rezervu na
odstupné ve vysi 34 miliony K¢ jak je uvedeno v bodé 18.

Mzdové néklady za rok 2005 zahrnuji vyplacené odstupné zaméstnancim
na zékladé dodatku ke Kolektivni smlouvé v souvislosti s uzavrenim
zévodu v Hodoniné (viz. bod 6). Celkova vy$e odstupného zaldtovana
do nakladt ¢inila 206 miliona Ke.

Na zakladé zakona Skupina odvédi prispévky na socialni a diichodové
zabezpeceni, zdravotni pojisténi a prispévek na statni politiku

18. REZERVY

V roce 2006 vedeni Skupiny schvélilo plan tykajici se restrukturalizace
oddéleni prodeje a distribuce a pléan prechodu urcitych aktivit Gcetniho
oddéleni do regionélniho centra sdilenych sluzeb. Odhadované naklady na

19. OSTATNi PROVOZNI VYNOSY

zaméstnanosti. Prispévky za rok 2006 a 2005 c¢inily 35% z objemu
hrubych mezd. Skupina neni povinna platit dalsi prispévky nad rémec
zakonnych odvodd.

Skupina déle poskytuje svym zaméstnanctim doplikové penzijni
pripojisténi formou prispévkd nezavislym penzijnim fondim na zékladé
schvéleného penzijniho planu Skupiny.

restrukturalizaci k 31. 12. 2006 ve vysi 34 miliony K¢ predstavuji odstupné
zaméstnanct identifikovanych v téchto planech. Odhad je vypodten v souladu
s platnou Kolektivni smlouvou (Spoleénost) a se smérnici schvalenou
vedenim (Dcefina spole¢nost), které definujf vypodet odstupného. Odekéava
se, ze rezerva bude v pIné vysi vyuzita v prvnim pololeti 2007.

2006 2005
Prodej tabakového prachu 6 7
Kurzové zisky 72 56
Zisk z prodeje pozemkd, budov a zafizeni 1 2
Ostatni 8 10
Celkem 87 75
20. OSTATNI PROVOZNI NAKLADY

2006 2005
Marketingové vyhry 48 71
Ostatni dané 11 4
Kurzové ztraty 39 48
Ztréta z prodeje materialu 27 26
Dary 17 16
Pojisténi 20 26
Uvedeni pozemkd do pavodniho stavu 10 0
Ostatni 26 21
Celkem 198 212
21. FINANCNI NAKLADY
Finanéni naklady zahrnuji placené troky a bankovni poplatky.

2006 2005
Bankovni poplatky 16 15
Nékladové troky — pujcky od spriznénych stran 5 1
Nékladové troky — bankovni pajcky 4 0
Celkem 25 16
22. DAN Z PRIUMU

2006 2005
Splatna dan -559 -1166
Odlozen4 dar (bod 14) -107 122
Dan z pfijmi celkem -666 -1044
Dan ze zisku pred zdanénim Skupiny se lisi od teoretické ¢astky, ktera by vznikla pouzitim prislusnych danovych sazeb na zisky Skupiny takto:

2006 2005
Uéetni zisk pred zdan&nim 2572 3780
Platna sazba dané z prijmu 24% 26%
Teoretické dan z dcetniho zisku pred zdanénim -617 -983
Néklady neodpocitatelné pro danové Gcely -41 -40
Dopad pouziti niz&f sazby pro vypodet odlozené dané& Spolecnosti (24%) 0 -13
Vliv odlisné sazby dané z prijmd uplatnéné Dcerinou spole¢nosti 3 12
Ostatni -11 -20
Dan z pfijmi celkem -666 -1044

Sazba dané z pifjma v Ceské republice byla 24% pro rok 2006 a 26% pro rok 2005; sazba dané z p¥jmu na Slovensku byla 19% pro rok

2006 i 2005.

23. ZISK NAAKCII

Zakladni a zredény ukazatel zisku na akcii je vypodteny jako podil zisku pripadajiciho na osoby drzici viastni kapital Spolecnosti k vazenému aritmetickému
priméru poctu kmenovych akcii v obéhu béhem roku po vylouc¢eni kmenovych akcii zakoupenych Skupinou a drzenych v podobé vlastnich akcii.
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Restructuring costs recognized in 2006 include provision for redundancy
payments of CZK 34 million reported as at December 31, 2006 described
in Note 18.

Restructuring costs of CZK 206 million recognized in 2005 included
severance payments to the employees in accordance with the Amendment
to the Collective Labor Agreement relating the closure of Hodonin plant in
2005 as described in Note 6.

18. PROVISIONS

In 2006, management of the Group approved plan relating to
the sale and distribution force restructuring and to the transfer of
certain finance activities to regional shared service centre. Estimated
restructuring expense representing payments to those made redundant

19. OTHER OPERATING INCOME

The Group is legally required to make contributions to government health,
retirement benefit and unemployment schemes. During 2006 and 2005,
the Group paid contributions at a rate of 35% of gross salaries and is not
required to make any contributions in excess of this statutory rate.

The Group has a voluntary pension plan for employees under which
the Group makes contributions on behalf of the Group’s employees to
approved pension plan providers, under defined contribution schemes.

is CZK 34 million as at December 31, 2006. This estimate is based on
the number of the employees identified in the plans and the currently
valid Collective Labor Agreement (at the Company) and management
approved policy (at the Subsidiary), which specifies amount to be paid
to those affected. The amount of the provision is expected to be fully
utilized in the first half of 2007.

2006 2005
Sale of tobacco dust 6 7
Exchange rate gain 72 56
Gain on sale of PP&E 1 2
Other 8 10
Total 87 75
20. OTHER OPERATING EXPENSE

2006 2005
Marketing prizes 48 71
Other taxes 11 4
Exchange rate loss 39 48
Loss on sale of material 27 26
Donation 17 16
Insurance premium 20 26
Site restoration costs 10 -
Other 26 21
Total 198 212
21. FINANCE COSTS
Finance costs include the interest expense and bank charges.

2006 2005
Bank charges 16 15
Interest expense — loans from related parties 5 1
Interest expense — bank borrowings 4 -
Total 25 16
22. INCOME TAX EXPENSE

2006 2005
Current tax (559) (1 166)
Deferred tax (Note 14) (107) 122
Total income tax expense (666) (1044)

The tax on the Group’s profit before taxes differs from theoretical amount that would arise upon using the tax rate applicable to profits of the Group as follows:

2006 2005
Profit before tax 2572 3780
Applicable tax rate 247% 26%
Tax calculated at local tax rate applicable to profit before tax (617) (983)
Expenses not deductible for tax purposes 4D (40)
Effect of lower rate used for deferred tax calculation at the Company (24%) - (13)
Effect on difference of income tax rate applicable in Subsidiary 3 12
Other (1D (20)
Tax charge (666) (1044)

The Czech corporate income tax rate for 2006 was at 24% (2005: 26%); the Slovak corporate income tax rate for 2006 and 2005 was 19%.

23. EARNINGS PER SHARE

Basic and diluted 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 year, excluding treasury shares.
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2006 2005
Zisk pripadajici akcionar@m (v miliénech K&) 1906 2 735
Vazeny primér podtu akcii v obéhu za dané obdobf (v tisfcich kusd) 2 745 2745
Zisk na akcii v K& 694 996

24. DIVIDENDY NA AKCII

Valna hromada akciona¥ Spole¢nosti schvélila v dubnu 2006 vyplatu dividend ve vysi 3 053 miliénd K& (1 112KE na akeii) a v dubnu 2005 ve vysi

4409 miliond K& (1 606KE na akeii).

25. PODMINENE ZAVAZKY

Skupina neni Gcastna zadnych soudnich, spravnich nebo rozhodcich
fizeni, kterda by méla nebo mohla mit vyznamny vliv na finan¢nf
situaci Skupiny.

Finan¢ni Grad proved| darové kontroly vsech zdanovacich obdobi az
do roku 2004 vcetné. Finan¢ni Grady mohou provést danovou kontrolu
do ¢tyr let od konce prislusného zdanovaciho obdobi a mohou domérit
danovou povinnost a prislusné penale. Vedeni Skupiny si neni védomo
z&dnych skutecnosti, které by v tomto ohledu mohly vést k vyznamnému
danovému zavazku Skupiny.

K 31. 12. 2006 banky poskytly z&ruky na zajisténi spotrebni dané
a prepravy tabakovych vyrobkd v ramci zemi EU ve vysi 5 050 miliont K&
(2005: 4 473 miliény K&) a na zajisténi soucasného a budouciho zavazku
z ndjemného ve vysi 40 miliént K&, ekvivalent 1,5 miliénd EUR (2005:
42 miliény K&, ekvivalent 1,4 miliénd EUR).

26. SMLUVNI A JINE BUDOUCI ZAVAZKY

Investice

Vydaje na porizeni dlouhodobych aktiv nasmlouvané k rozvahovému
dni, ke kterym dosud nedoslo, byly k 31. 12. 2006 nulové (2005:
38 miliéni Ke).

Zavazky z operativniho leasingu — v pripadech, kdy je Skupina
najemcem

Skupina si na zékladé nezrusitelnych smluv o operativnim leasingu
pronajimé kancelére a sklady. Jednotlivé smlouvy maji réizné podminky,
dolozky o navyseni a prava na prodlouzeni smlouvy.

Skupina si také pronajima sklady na zakladé zrusitelnych smluv o operativnim
leasingu. V pripadé, ze chce Skupina smlouvu ukonéit, musi podat tri az
dvanéctimésiéni vypovéd. Najemné z titulu operativniho leasingu zalictované
do vykazu zisku a ztraty v prabéhu roku je uvedeno v bodé 5.

Souhrn budoucich minimalnich plateb z titulu nezrusitelnych operativnich leasingti je nésledujici:

2006 2005
Do 1 roku 58 58
1az5let 116 174

27. TRANSAKCE SE SPRIZNENYMI STRANAMI

Spriznénymi stranami se rozumi matefskéa spole¢nost a ostatni spolecnosti Skupiny Altria Group, ¢lenové predstavenstva, ¢lenové dozoréi

rady, osoby blizké témto ¢lentim a spolecnosti se stejnymi ¢leny vedeni.

Mezi spiiznénymi stranami byly uskuteénény nésledujici transakce:

a) Prodej vyrobku, zbozi a sluzeb spole¢nostem skupiny Altria Group
2006 2005

Prodej vyrobkd, zbozi a materialu

Materska spole¢nost 0 2

Ostatni spriznéné strany 1408 878
Prodej sluzeb

Ostatni spriznéné strany 13 10
Prefakturace 18 45
Vynosové Groky

Vrcholova ovlédajici spole¢nost 0 55

Ostatni spriznéné strany 55 36
Celkem 1494 1026
b) Nakup zbozi a sluzeb od spole¢nosti skupiny Altria Group

2006 2005

Nékup vyrobkd, zbozi a materidlu

Materska spole¢nost 0 1

Ostatni spriznéné strany 2 406 1807
Nékup sluzeb

Materska spole¢nost 0 1

Ostatni spriznéné strany 438 518
Licenéni poplatky placené

Ostatni spfiznéné strany 413 571
Nékladové aroky

Ostatni spriznéné strany 1 1
Celkem 3258 2899
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2006 2005
Income attributable to shareholders in CZK million 1906 2735
Weighted average number of ordinary shares in issue in thousands 2 745 2745
Basic earning per share in CZK 694 996

24. DIVIDENDS PER SHARE

The dividends approved by Annual General Meeting in April 2006 and April 2005 were CZK 3 053 million (CZK 1 112 per share) and CZK 4 409 million

(CZK 1 606 per share) respectively.

25. 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 of the Group
to the year 2004. 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 Group’s
management is not aware of any circumstances which may give rise to
a potential material liability in this respect.

At December 31, 2006 the banks have provided guarantees for the
security of liability for fiscal stamps and for the security of transit
operations within the EU countries in the amount of CZK 5 050 million
(2005: CZK 4 473 million) and for the Group’s current or future lease
obligations in the amount of CZK 40 million, equivalent in EUR 1.5 million
(2005: CZK 42 million, equivalent in EUR 1.4 million).

26. COMMITMENTS

Capital commitments
Capital expenditure contracted for at December 31, 2006 and 2005 but
not yet incurred by that date were nil and CZK 38 million respectively.

Operating lease commitments — where the Group is the lessee

The Group leases offices and warehouses under non-cancelable operating
lease agreements. The leases have varying terms, escalation clauses and
renewal rights.

The Group also leases various warehouses under cancelable operating
lease agreements. The Group is required to give from three to twelve
month notice for the termination of these agreements. The lease
expenditure charged to the income statement during the year is disclosed
in Note 5.

The future aggregate minimum lease payments under non-cancelable operating leases are as follows:

2006 2005
No later than 1 year 58 58
Later than 1 year and not later than 5 years 116 174

27. RELATED PARTY TRANSACTIONS

The Group considers its parent company and other companies of the Altria Group, members of its Board of Directors, Supervisory Board and parties

close to such members of management to be related parties.

The following transactions were carried out with related parties:

a) Sales of goods and services to affiliates within Altria Group
2006 2005

Sale of goods and material

Parent company - 2

Other related parties 1408 878
Sale of services

Other related parties 13 10
Recharges 18 45
Interest income

Ultimate parent company - 55

Other related parties 55 36
Total 1494 1026
b) Purchase of the goods and services from affiliates within Altria Group

2006 2005

Purchase of goods and material

Parent company - 1

Other related parties 2 406 1807
Purchase of services

Parent company - 1

Other related parties 438 518
Royalties paid

Other related parties 413 571
Interest expense

Other related parties 1 1
Total 3258 2899
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c) Odmény kli¢ovych &lent vedeni
Odmény klicovych ¢lent vedeni zahrnuji odmény ¢lenti predstavenstva
a dozorci rady. Clenové predstavenstva a dozorci rady, ktefi jsou

zaméstnanci Skupiny nebo spolecnosti skupiny Altria Group, nedostéavaji

74dné dalsi odmény za plsobeni v predstavenstvu a dozoréi radé. Odména
¢lend predstavenstva a dozorci rady, kterf nejsou zaméstnanci Skupiny ani
jiné spolecnosti z Altria Group, je stanovena jako ro¢ni odména.

Odmeény ¢lent predstavenstva a dozori rady zahrnuji roéni plat, bonus
podle individuéiniho vykonu, odstupné, Ghrady akciemi a ostatnf{
nepenézni prijmy jako jsou pouzivani firemniho automobilu, cigarety,
prispévky na zavodni stravovani, prispévky na penzijni pripojistént, zivotnf
a Urazové pojisténi. Soucasti nepenéznich prjma ¢lend predstavenstva,
kterf jsou zaméstnanci Philip Morris Management Services S.A., je navic
Ghrada najemného a skolného.

2006 2005
Platby a ostatni kratkodobé pozitky 48 54
Pozitky pri ukonceni pracovniho poméru 1 3
Uhrady akciemi 30 37
Nepenézni prijmy 9 9
Celkem 88 103
d) Zistatky se spoleénostmi skupiny Altria Group
31. 12. 2006 31. 12. 2005
Pohledavky za spriznénymi stranami
Ostatni spriznéné strany 127 21
Zé&vazky vQci spriznénym stranédm
Ostatni spriznéné strany 132 269
Pajcky
Ostatni spfiznéné strany 3609 6711

Pajcky spriznénym strandm zahrnuji Grocené kratkodobé puijcky splatné
na pozéadani (cash pool) ve vysi 609 miliénd K& poskytnuté spole¢nosti
Altria Finance Europe AG (2005: 6 711 miliénti K&), a kratkodobou pijcku
splatnou do tif mésict ve vysi 3 000 milién K& poskytnutou spolecnosti
Philip Morris International Investments, Inc. (2005: 0 miliénd Ke). Pdjcka
byla splacena dne 5. 1. 2007. VSechny pujcky jsou v rozvaze Skupiny
vykazany jako soucést ,penéznich prostredk( a penéznich ekvivalentd®.

28. NASLEDNE UDALOSTI

B&Zn4 vyse Urokové sazby z kratkodoby puijéek na pozadani (cash pool) je
stanovena jako noénf PRIMEAN minus 0,25%. Urokova sazba z krétkodobé
pUjcky poskytnuté spolecnosti Philip Morris International Investments, Inc.
je stanovena jako prislusny PRIBOR plus 0,325% v den obchodovéant.

Skutecna vyse Urokové sazby zavisi na aktualni situaci na penéznim trhu.
Priimérna vyse Urokové sazby z kratkodobych ptjéek (cash pool) byla
1,822% p.a. (2005: 1,649% p.a.). Primérna vyse Grokové sazby kratkodobé
pujcky Philip Morris International Investments, Inc byla 2,628% p.a.

Po rozvahovém dni nedoslo k zadnym udélostem, které by mély vyznamny dopad na konsolidovanou Gcetni zavérku k 31. 12. 2006.

Schvaleni ucetni zavérky

Konsolidované Gcetni zavérka byla schvélena ke zverejnéni predstavenstvem a byla z jeho povéreni podepséana.

16. 3. 2007

AnJa Fiedler
predsedkyné predstavenstva

Nicklas Blomqvist
Clen predstavenstva
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c) Key management compensation

Key management compensation reflects the remuneration of members
of the Board of Directors and the Supervisory Board. The members of
the Board of Directors and the Supervisory Board who are employees
of the Group or an entity within the Altria Group receive no additional
compensation for services as members of the Board of Directors and the
Supervisory Board. Remuneration of members of the Supervisory Board
who are non-employee of the Group or an entity within the Altria Group
comprises an annual fee.

The compensation of members of the Board of Directors and the
Supervisory Board comprises annual base salary, bonuses based on
individual performance, termination benefits, share-based payments and
other income in-kind such as cars for use, cigarettes, lunch allowances,
pension contribution, life and accident insurance. In addition to this,
the members of the Board of Directors who are employees of Philip
Morris Management Services S.A., have also other income in-kind such
as payment of rent and school fees.

2006 2005
Salaries and other short-term employee benefits 48 54
Termination benefits 1 3
Share-based payments 30 37
Income in-kind 9 9
Total 88 103

d) Balances with the affiliates within Altria Group

December 31, 2006 December 31, 2005

Receivables from related parties

Other related parties 127 21
Payables to related parties

Other related parties 132 269
Loans & Deposits

Other related parties 3609 6 711

Loans and deposits to related parties include interest bearing on demand
deposit (cash pool) of CZK 609 million to Altria Finance Europe AG
(2005: CZK 6 711 million), and interest bearing short-term loan with
maturity less than three months in the total amount of CZK 3 000 million
to Philip Morris International Investments, Inc. (2005: nil). The loan of
CZK 3 000 million was repaid on January 5, 2007. Both on demand
deposit and short-term loan are classified as Cash and cash equivalents
in the Group’s balance sheet as at 31 December 2006 and 2005.

28. SUBSEQUENT EVENTS

Interest rate of on demand deposit is calculated as overnight PRIMEAN - 0.25%.
The interest rate of short-term loans to Philip Morris International Investments
Inc. was calculated as appropriate PRIBOR + 0.325% on trade date.

The actual interest rates reflect the current money market and nature of
the loan. The average effective interest rate of the on demand deposits
was 1.822% p.a. (2005: 1.649% p.a.). The average effective interest rate
of short term loans to Philip Morris International Investments, Inc. was
2.628% p.a.

No other subsequent events have occurred after the December 31, 2006 that would have a material impact on these consolidated financial

statements.

Statutory signatures

The consolidated financial statements were authorized for issue by the Board of Directors and have been signed below on its behalf.

March 16, 2007

Anja Fiedler
Chairman of the Board of Directors

Nicklas Blomqvist
Member of the Board of Directors
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ZPRAVA NEZAVISLYCH AUDITORU

AKCIONARUM SPOLECNOSTI PHILIP MORRIS CR a.s.

Zprava o konsolidované ucetni zavérce

Ovéfili jsme piilozenou konsolidovanou Géetnf zavérku spolednosti Philip Morris CR a.s. (déle ,Spoletnost®) a jeji deetiné spolecnosti (dale
,Skupina“), tj. konsolidovanou rozvahu k 31. prosinci 2006, konsolidovany vykaz zisku a ztréty, konsolidovany prehled o zmé&nach vlastniho
kapitalu a konsolidovany prehled o pen&znich tocich za rok 2006 a p¥flohu, véetné popisu podstatnych téetnich pravidel. Udaje o Spolednosti
jsou uvedeny v bodé 1 prilohy této konsolidované Gcetni zavérky.

Odpovédnost predstavenstva Spolecnosti za Géetni zavérku

Za sestaveni a vérné zobrazeni konsolidované Gcetni zavérky v souladu s Mezindrodnimi standardy Gcetniho vykaznictvi ve znéni prijatém EU
odpovidé predstavenstvo Spolecnosti. Soucésti této odpovédnosti je navrhnout, zavést a zajistit vnitini kontrolu nad sestavovanim a vérnym
zobrazenim Ucetni zavérky tak, aby neobsahovala vyznamné nespravnosti zplsobené podvodem nebo chybou, zvolit a uplatiovat vhodna Gcetni
pravidla a provadét dané situaci primérené Gcetni odhady.

Uloha auditort

Nasi Glohou je vydat na zakladé provedeného auditu vyrok k této konsolidované Gcetni zavérce. Audit jsme provedli v souladu se zakonem

o auditorech platnym v Ceské republice, Mezinarodnimi standardy auditu a souvisejicimi aplikaénimi dolozkami Komory auditort Ceské republiky.
V souladu s témito predpisy jsme povinni dodrZovat etické pozadavky a naplanovat a provést audit tak, abychom ziskali primérenou jistotu, ze
Gcetni zavérka neobsahuje vyznamné nespravnosti.

Audit zahrnuje provedeni auditorskych postupd, jejichz cilem je ziskat dikazni informace o ¢astkéach a informacich uvedenych v Gcetni zavérce.
Vybér auditorskych postupt zavisi na Gsudku auditora, véetné posouzenti rizika vyznamné nespravnosti (dajd uvedenych v Géetni zévérce
zplsobené podvodem nebo chybou. Pri posuzovani téchto rizik auditor zohlednuje vnitini kontrolu Skupiny relevantni pro sestaveni a vérné
zobrazenf Gcéetni zavérky. Cilem tohoto posouzent je navrhnout vhodné auditorské postupy, nikoli vyjadrit se k Géinnosti vnitini kontroly Skupiny.
Audit téZ zahrnuje posouzeni vhodnosti pouzitych Gcetnich pravidel, primérenosti Gcetnich odhadd provedenych vedenim i posouzeni celkové
prezentace (cetni zaverky.

Domnivéme se, ze ziskané dlkazni informace poskytuji dostatec¢ny a vhodny zéklad pro vyjadreni naseho vyroku.
Vyrok

Podle naseho nazoru konsolidovana Gcetni zévérka podéva vérny a poctivy obraz financni pozice Skupiny k 31. prosinci 2006, jejiho hospodarent
a penéznich tokd za rok 2006 v souladu s Mezinarodnimi standardy Géetniho vykaznictvi ve znéni prijatém EU.

PRICEVATERHOUSE(QOPERS

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

PricewaterhouseCoopers Audit, s.r.o., se sidlem Katefinska 40/466, 120 00 Praha 2, IC: 40765521, zapsana v obchodnim rejstifku
vedeném Méstskym soudem v Praze, oddil C, vlozka 3637, a v seznamu auditorskych spole¢nosti u Komory auditorti Ceské republiky
pod osvédcéenim ¢. 021.
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INDEPENDENT AUDITORS’ REPORT

TO THE SHAREHOLDERS OF PHILIP MORRIS CR a.s.

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Philip Morris CR a.s. (the “Company”) and its subsidiary (together,

the “Group”), which comprise the consolidated balance sheet as at 31 December 2006, the consolidated income statement, consolidated statement
of changes in equity and consolidated cash flow statement for the year then ended and notes, including a summary of significant accounting
policies. Details of the Company are disclosed in note 1 to these consolidated financial statements.

Board of Directors’ Responsibility for the Financial Statements

The Board of Directors is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with
International Financial Reporting Standards as adopted by the EU. This responsibility includes: designing, implementing and maintaining internal
control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud
or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our audit in accordance
with the Act on Auditors of the Czech Republic, International Standards on Auditing and the related application guidance of the Chamber of
Auditors of the Czech Republic. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.

The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the Group’s
preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the consolidated financial statements give a true and fair view of the financial position of the Group as of 31 December 2006,

its financial performance and its cash flows for the year then ended in accordance with International Financial Reporting Standards as
adopted by the EU.

PRICEWATERHOUSE(QOPERS

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

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




VYROCNI ZPRAVA 2006

Zprava o vyrocni zpravé

Overili jsme soulad vyroéni zpravy Spolecnosti k 31. prosinci 2006 s konsolidovanou Gcetni zavérkou, ktera je obsazena v této vyrocni zpravé na
stranach 14 a7 39, a se samostatnou Gcetni zavérkou, kterd je obsazena v této vyroéni zpravé na stranach 44 a7 67 (dale ,Gcetni zavérky ).

Za spréavnost vyrocni zpravy odpovidé predstavenstvo Spolecnosti. Nasim Gkolem je vydat na zakladé provedeného ovéreni vyrok o souladu vyrocni
zpravy s Gcetnimi zavérkami.

Ovétenf jsme provedli v souladu s Mezinarodnimi standardy auditu a souvisejicimi aplikaénimi dolozkami Komory auditort Ceské republiky.

Tyto normy vyzaduiji, aby auditor naplédnoval a proved| ovéreni tak, aby ziskal primérenou jistotu, ze informace obsazené ve vyroéni zprave, které
popisuji skutecnosti, jez jsou téZ predmétem zobrazenf v Gcetnich zavérkach, jsou ve véech vyznamnych ohledech v souladu s prislusnymi Géetnimi
zévérkami. Jsme presvédceni, ze provedené ovéreni poskytuje priméreny podklad pro vyjadreni naseho vyroku.

Podle naseho nazoru jsou informace uvedené ve vyroéni zprévé Spolec¢nosti k 31. prosinci 2006 ve vech vyznamnych ohledech v souladu s vyse
uvedenymi Gcetnimi zavérkami.

Predstavenstvo Spolecnosti odpovida za sprévu a Gdrzbu integrity internetovych stranek Spolecnosti. Nasi Glohou neni posouzeni téchto zélezitosti,

a proto neneseme zddnou odpovédnost za pripadné zmény ve vyrocni zpravé, ke kterym mohlo dojit nésledné po jejim prvotnim zverejnéni na
internetovych strankach Spolec¢nosti.

16. brezna 2007

oo rialipun Do Bl .00,

PricewaterhouseCoopers Audit, s.r.o.
zastoupena

%WM s

Robert McCutcheon Ing. Pavel Kulhavy
partner auditor, osvédéeni ¢. 1538

PRICEVATERHOUSE(QOPERS

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

PricewaterhouseCoopers Audit, s.r.o., se sidlem Katefinska 40/466, 120 00 Praha 2, IC: 40765521, zapsana v obchodnim rejstifku
vedeném Méstskym soudem v Praze, oddil C, vlozka 3637, a v seznamu auditorskych spole¢nosti u Komory auditorti Ceské republiky
pod osvédcéenim ¢. 021.
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Report on the Annual Report

We have audited the annual report of the Company for consistency with the consolidated financial statements for the year ended

31 December 2006 which are included in this annual report on pages 14 to 39 and with the separate financial statements for the year
ended 31 December 2006 which are included in this annual report of the Company on pages 44 to 67 (together the “financial statements”).
The Board of Directors is responsible for the accuracy of the annual report. Our responsibility is to express an opinion on the consistency

of the annual report and the financial statements based on our audit.

We conducted our audit in accordance with the International Standards on Auditing and the related application guidance of the Chamber

of Auditors of the Czech Republic. Those standards require that the auditor plan and perform the audit to obtain reasonable assurance about
whether the information included in the annual report describing matters that are also presented in the financial statements is, in all material
respects, consistent with the relevant financial statements. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the information included in the annual report of the Company for the year ended 31 December 2006 is consistent, in all material
respects, with the financial statements referred to above.

The maintenance and integrity of the Company’s website is the responsibility of its Board of Directors; the work carried out by the auditors does

not involve consideration of these matters and, accordingly, the auditors accept no responsibility for any changes that may have occurred
to the financial statements since they were initially presented on the website.

16 March 2007

oo rialipun Do Bl .00,

PricewaterhouseCoopers Audit, s.r.o.
represented by

WG oD s

Robert McCutcheon Pavel Kulhavy
Partner Auditor, Licence No. 1538

PRICEWATERHOUSE(COPERS

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

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

k 31. 12. 2006 (v miliénech K&)

AKTIVA Bod 31. 12. 2006 31. 12. 2005
Pozemky, budovy a zarizenf 5 2474 2570
Nehmotné aktiva 24 27
Investice v dcefiné spolecnosti 1 19 19
Dlouhodoba aktiva 2517 2616
Zé&soby 7 5 506 3438
Obchodni pohledévky a jiné pohledavky 8 1231 1042
Dan z prijma 71 66
Penézni prostredky a penézni ekvivalenty 9 3657 6 752
Kratkodoba aktiva 10 465 11 298
Dlouhodoba aktiva drzena k prodeji 5,6 0 12
Aktiva celkem 12 982 13 926
VLASTNI KAPITAL A ZAVAZKY Bod 31. 12. 2006 31. 12. 2005
Zakladni kapital 10 2 745 2 745
Emisni azio a ostatni prispévky akcionard 2 355 2 336
Fondy 10 549 549
Kumulované zisky 2 695 4100
Vlastni kapital celkem 8 344 9730
Odlozeny danovy zavazek 13 174 160
Dlouhodobé zavazky 174 160
Obchodnf zavazky a jiné zavazky 11 580 791
Ostatn{ danové zévazky 12 3 854 3242
Rezervy 18 30 3
Kratkodobé zavazky 4 464 4 036
Zavazky celkem 4 638 4 196
Vlastni kapital a zavazky celkem 12 982 13 926

Viykaz zisku a ztraty

za rok konéici 31. 12. 2006 (v miliénech Kg&)

Bod 2006 2005
Trzby 4 8773 11 587
Vynosy z podilu v dcefiné spolec¢nosti 14 65 85
Ostatni vynosy 15 64 91
Zména stavu zésob vyrobkd a nedokonéené vyroby 186 -136
Spotreba materialu, energie a sluzeb 16 -5 520 -5673
Néaklady na zaméstnance a zaméstnanecké pozitky 17 -905 -1126
Odpisy dlouhodobych aktiv 5 -338 -352
Snizeni hodnoty pozemk(, budov a zarizent 56 0 -174
Ostatni provozni vynosy 19 83 72
Ostatn{ provozni naklady 20 -185 -201
Provozni zisk 2223 4173
Finanéni néklady 21 =21 -15
Zisk pred zdanénim 2 202 4 158
Dan 22 -555 -1 105
Cisty zisk 1647 3053
Zisk na akcii zakladni a zfedény (K&/akcie) 23 600 1112

Priloha tvori nedilnou soucast této Gcetni zaverky.
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Balance Sheet
at December 31, 2006 (in million CZK)

ASSETS Note December 31, 2006 December 31, 2005
Property, plant and equipment (PP&E) 5 2474 2 570
Intangible assets 24 27
Investments in subsidiary 1 19 19
Non-current assets 2517 2616
Inventories 7 5 506 3438
Trade and other receivables 8 1231 1042
Current income tax prepaid 71 66
Cash and cash equivalents 9 3657 6 752
Current assets 10 465 11 298
Property, plant and equipment classified as held for sale 56 - 12
Total assets 12 982 13 926
EQUITY AND LIABILITIES Note December 31, 2006 December 31, 2005
Registered capital 10 2 745 2745
Share premium and other shareholders’ contributions 2 355 2336
Reserves 10 549 549
Retained earnings 2 695 4100
Equity 8 344 9730
Deferred tax liability 13 174 160
Non-current liabilities 174 160
Trade and other payables 11 580 791
Other tax liabilities 12 3 854 3242
Provisions for current liabilities 18 30 3
Current liabilities 4 464 4 036
Total liabilities 4 638 4 196
Total equity & liabilities 12 982 13 926

Income Statement
for the year ended December 31, 2006 (in million CZK)

Note 2006 2005
Revenues 4 8 773 11 587
Dividend income 14 65 85
Other income 15 64 91
Changes in inventories of finished goods and work in progress 186 (136)
Cost of raw materials, consumables and services 16 (5 520) (5673
Employee benefits expense 17 (905) (1126)
Depreciation and amortization expense 5 (338) (352)
Impairment of PP&E 56 = (174)
Other operating income 19 83 72
Other operating expense 20 (185) (201)
Profit from operations 2223 4173
Finance costs 21 (2D (15)
Profit before tax 2202 4158
Income tax expense 22 (555) (1.105)
Net profit 1647 3053
Earning per share basic and diluted (CZK/share) 23 600 1112

The accompanying notes form an integral part of the financial statements.
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Vlykaz zmén vlastniho kapitalu
za rok konéici 31. 12. 2006 (v miliénech K¢&)

Vztahujici se k vlastnimu kapitalu

Bod Zakladni  Emisni azio Zakonny Kumulované Vlastni
kapital a ostatni rezervni zisky kapital
prispévky fond celkem
akcionard
Stav k 1. 1. 2005 2745 2 336 549 5455 11 085
Cisty zisk za obdobf 0 0 0 3053 3053
Celkovy pfijem vykazany za rok 2005 0 0 0 3053 3053
Rozdélenf zisku 24 0 0 0 -4 409 -4 409
Ostatni 0 0 0 1 1
Stav k 31. 12. 2005 2745 2 336 549 4 100 9730
Cisty zisk za obdobf 0 0 0 1647 1647
Celkovy pfijem vykazany za rok 2006 0 0 0 1647 1647
Rozdéleni zisku 24 0 0 0 -3 053 -3 053
Zaméstnanecké akcie - hodnota sluzeb 0 19 0 0 19
Ostatni 0 0 0 1 1
Stav k 31. 12. 2006 2745 2 355 549 2 695 8344
4 vV v o
Viykaz penéznich toku
za rok kongici 31. 12. 2006 (v miliénech Ké&)
Bod 2006 2005
PenéZni toky z provozni ¢innosti
Zisk pred zdanénim 2 202 4 158
Odpisy dlouhodobych aktiv 5 338 352
Snizeni hodnoty pozemkd, budov a zafizenf 56 0 174
Nerealizované kurzové zisky -1 -6
Finanéni vynosy - Cisté -58 -90
Ztrata z prodeje pozemk(, budov a zarizenf 5 3
Vynosy z dividend 14 -65 -85
Ostatni nepenézni Gpravy - Cisté 41 2
Penézni toky z provozni ¢innosti pred zménami pracovniho kapitéalu 2462 4 508
Zména stavu:
Obchodnich a jinych pohledéavek -185 5798
Obchodnich a jinych zévazk 401 145
Zé&sob -2 062 811
Penézni toky z provozni ¢innosti 616 11 262
Zaplacené Groky -5 -1
Zaplacené dan z prijma -546 -1166
Cisté penézni toky z provozni Einnosti 65 10 095
PenéZni toky z investicéni ¢innosti
Vydaje na pofizeni pozemkd, budov a zarizeni 5 -280 -604
Prijmy z prodeje pozemkd, budov a zatizeni 57 13
Vydaje na pofizeni nehmotnych aktiv -9 -8
Prijaté troky 60 99
Prijaté dividendy 14 65 85
Cisté penézni toky z investiéni &innosti -107 -415
Penézni toky z financovdni
Zaplacené dividendy 24 -3 053 -4 409
Cisty pené&#ni tok z financovani -3 053 -4 409
Cisté snizeni (<) / zvySeni (+) penéznich prostiedki -3 095 5271
Stav penéZnich prostredkid na zacatku roku 6 752 1481
Stav penéznich prostiedkid na konci roku 9 3657 6 752

Priloha tvorf nedilnou soucast této Gcetni zavérky.
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Statement of Changes in Equity

for the year ended December 31, 2006 (in million CZK)
Attributable to equity holders of the Company

Note Registered Share premium Statutory Retained Total
capital and other reserve earnings equity
shareholders’ fund
contributions
Balance at January 1, 2005 2 745 2 336 549 5 455 11 085
Profit - - - 3053 3053
Total recognized income for the year - - - 3053 3053
Profit distribution 24 - - - (4 409) (4 409)
Other - - - 1 1
Balance at December 31, 2005 2745 2 336 549 4 100 9730
Profit - - - 1647 1647
Total recognized income for the year - - - 1647 1647
Profit distribution 24 - - - (3053) (3053)
Share based payments compensation expense - 19 - - 19
Other - - - 1 1
Balance at December 31, 2006 2745 2 355 549 2 695 8 344
Cash Flow Statement
for the year ended December 31, 2006 (in million CZK)
Note 2006 2005
Cash flow from operating activities
Profit before tax 2 202 4 158
Depreciation and amortization expense 5 338 352
Impairment of PP&E 56 - 174
Unrealized foreign exchange gain 1 )
Net finance gains (58) (90)
Loss on disposal of PP&E 5 3
Dividend income 14 (65) (85)
Other non cash loss / (gains), net 41 P
Operating cash flows before working capital changes 2462 4 508
Changes in:
Trade and other receivables (185) 5798
Trade and other payables 401 145
Inventories (2 062) 811
Cash generated from operation 616 11 262
Interest paid ©) (D
Income tax paid (546) (1166)
Net cash generated from operating activities 65 10 095
Cash flow from investing activities
Purchase of PP&E 5 (280) (604)
Proceeds from sale of PP&E 57 13
Purchase of intangible assets 9 ®
Interest received 60 99
Dividends received 14 65 85
Net cash used by investing activities (107) (415)
Cash flow from financing activities
Dividends paid 24 (3053) (4 409)
Net cash used by financing activities (3053) (4 409)
Net (decrease) / increase in cash and cash equivalents (3 095) 5271
Cash and cash equivalents at the beginning of the year 6 752 1481
Cash and cash equivalents at the end of the year 9 3657 6 752

The accompanying notes form an integral part of the financial statements.
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Priloha k Gcetni zavérce
za rok kond¢ici 31. 12. 2006

1.  OBECNE UDAJE
1.1  Popis Spole¢nosti

Philip Morris CR a.s. (,Spole¢nost) je akciovéa spole&nost registrované
v Ceské republice. Zabyvé se zejména vyrobou, prodejem, distribuci
a marketingem tabékovych vyrobkt. Do obchodniho rejstiiku byla
Spole¢nost zapsana 28. 3. 1991 a jeji registrované sidlo je v Kutné
Hote, Vitézna 1, Ceské republika. Vedenf Spole&nosti sidlf v Praze
a vyrobni zavody se nachézeji v Kutné Hore a Straznici.

K 31. 12. 2006 spolecnost Altria Group, Inc. (,Altria Group®) byla
materskou spolecnosti Philip Morris International Inc., Kraft Foods Inc.,
Philip Morris USA Inc. a Philip Morris Capital Corporation. Altria Group
je vrcholovou ovladajici spole¢nosti Skupiny. Philip Morris CR a.s. patif
do skupiny Philip Morris International Inc.

K 31. 12. 2006 byl jedinym subjektem vlastnicim vice nez
dvacetiprocentni podil na zakladnim kapitalu Spole¢nosti Philip

Morris Holland B.V. vlastnici 77,6% zékladniho kapitalu.

Jako ¢lenové predstavenstva a dozorci rady Spolecnosti byly
v obchodnim rejstriku k 31. 12. 2006 zapsany nésledujici osoby:

Clenové predstavenstva

Anja Fiedler - predsedkyné Jiri Pribyl
Nicklas Blomqvist Danica Sivékova
Andreas Lenge Petr Karla
Dozor¢i rada

Jacek Olczak - predseda Mark Saine

Jiri Davidek
Robert Hutchison

Vratislava Hrdlickova
Petr Bubenicek

Spolecnost vlastni 99% podil ve Philip Morris Slovakia s.r.o., Racianska
44, Bratislava, Slovensko. Zakladni kapital Philip Morris Slovakia s.r.o.
k 31. 12. 2006 a 2005 ¢inil 23 miliénd Sk (ekvivalent 19 miliénG Ke).
Zisk po zdanéni Philip Morris Slovakia s.r.o. za rok 2006 ¢ini 43 miliéna Sk,
ekvivalent 33 miliond K& (2005: 89 milion(i Sk, ekvivalent 69 miliond Ke).
Celkovy vlastni kapitéal Philip Morris Slovakia s.r.o. ¢inil 60 miliénd
Sk, ekvivalent 48 miliond K& (2005: 99 miliont Sk, ekvivalent
76 miliond Ke).

Spolecnost neuzavrela ovladaci smlouvu nebo smlouvu o prevodu
zisku se spoleénosti Philip Morris Slovakia s.r.o.

Akcie Spolecnosti jsou obchodovéany na Burze cennych papird Praha.

Tato Gcetni zavérka byla schvélena predstavenstvem a dozordi radou ke
zvefejnéni dne 16. 3. 2007.

2. SHRNUTI VYZNAMNYCH UCETNICH ZASAD

2.1 Zakladni zasady sestaveni Ucetni zavérky

Utetn( zévérka Philip Morris CR a.s. k 31. 12. 2006 je samostatnou
Géetni zéveérkou Spoleénosti, kteréd se vztahuje ke konsolidované
Géetni zavéree Philip Morris CR a.s. a jeji dcefiné spoleénosti Philip
Morris Slovakia s.r.o. (,Skupina“) za rok konéici 31. 12. 2006. Tuto
samostatnou Gdetni zavérku je tieba posuzovat spolu s konsolidovanou
Ucetni zaverkou, aby bylo mozno pIné porozumét vysledku hospodareni
a finan¢nf situaci Skupiny.

Tato Gcetni zavérka je sestavena v souladu s Mezindrodnimi standardy
G&etniho vykaznictvi ve znéni schvaleném Evropskou unif (,IFRS®).

Ugetni zavérka byla sestavena na zakladé pozadavkt vykazovéani
a ocenovani stanovenych IFRS a vyklady IFRIC v rozsahu, v jakém byly
schvaleny Evropskou komisi v dobé sestaveni této Gcetni zaverky. Zakladni
Gcetni pravidla pouzita pri sestaveni Gcetni zavérky jsou popsana nize.

Tato pravidla byla aplikovana na véechna obdobi obsazena v této Gcetni
zé&vérce, pokud neni uvedeno jinak.

Nasledujici standardy, novely a interpretace existujicich standard(i Gc¢inné
pro Gcetni obdobi pocinajici 1. 1. 2006 Spolecnost neaplikovala, protoze
pro né neméla napln nebo jejich dopad nebyl vyznamny:

IAS 19 - Novela - Zaméstnanecké pozitky — Pojistné-matematické
zisky a ztraty, skupinové plany a zvefejnéni (datum G&innosti
1. 1. 2006)

IAS 21 - Novela - Cisté investice a dopady zmé&n ménovych kurzl
(datum Gginnosti 1. 1. 2006)

IAS 39 - Novela - Zajisténi penéznich tokd ze skupinovych transakef
(datum Gg&innosti 1. 1. 2006)

IAS 39 — Novela - Opce na redlnou hodnotu (datum Gcinnosti 1. 1. 2006)
IAS 39 a IFRS 4 - Novela - Smlouvy o poskytnutych finan¢nich
zérukéach (datum G&innosti 1. 1. 2006)

IFRS 1 - Novela - Prvni aplikace Mezinarodnich standard( Géetniho
vykaznictvi (datum Géinnosti 1. 1. 2006)

IFRS 6 - Prizkum a vyhodnocovéni nerostnych zdrojd (datum
G&innosti 1. 1. 2006)

IFRIC 4 - Ur&enfi, zda smlouva obsahuje leasing (datum G&innosti
1. 1. 2006)

IFRIC 5 - Prava na podily na fondech vytvorenych na demontéz,
ukonéeni provozu, uvedeni do ptvodniho stavu a ekologickou likvidaci
(datum G&innosti 1. 1. 2006)

IFRIC 6 - Zavazky vznikajici z pasobeni na zvl&stnim trhu — elektricky
a elektronicky odpad (datum G&innosti 1. 12. 2005)

Nésledujici standardy, novely a interpretace existujicich standardd,
které byly publikovény a jesté nenabyly Gc¢innosti, Spole¢nost
predcasné neaplikovala:

IAS 1 - Novela — Sestavovani a zverejnovani Gcetni zaverky: Zverejnéni
kapitalu (datum G&innosti 1. 1. 2007)

IFRS 7 - Finanéni néastroje: Zvefejiiovani (datum G&innosti
1. 1. 2007)

IFRIC 7 - Pouziti metody prepracovani vykazd v IAS 29 Vykazovéani
v hyperinflaénich ekonomikéach (datum G&innosti 1. 3. 2006)

IFRIC 8 - Rozsah ptsobnosti IFRS 2 (datum Gé&innosti 1. 5. 2006)
IFRIC 9 - Precenéni vloZenych derivatd (datum Geinnosti 1. 6. 2006)
IFRIC 10 - Mezitimnf vykaznictvi a snizeni hodnoty aktiv (datum
G&innosti 1. 11. 2006)

IFRIC 11 - IFRS 2 - Transakce s akciemi skupiny a s vlastnimi akciemi
(datum Gg&innosti 1. 3. 2007)

IFRIC 12 - Ujednani o poskytovan( licencovanych sluzeb (datum
Geinnosti 1. 1. 2008)

IFRS 8 - Provozni segmenty (datum Gdinnosti 1. 1. 2009)

Spolecnost neocekava vyznamné dopady na metody ocenovant
a vykazovéni z titulu budouci aplikace vyse uvedenych standardd
a interpretaci, nicméné zejména aplikace IFRS 7, IFRS 8 a novely IAS 1
bude znamenat vétsi rozsah zverejrovanych informaci.

Ucetni zavérka byla sestavena na principu historickych pofizovacich cen,
s vyjimkou financ¢nich derivatd, které jsou prvotné vykéazany v realné
hodnoté a nasledné preceriovany v souladu s IAS 39, jak je dale popsano
v zékladnich zésadach sestaveni Gcetni zaverky.

Sestaveni Gdetni z&vérky v souladu s IFRS vyzaduje uplatrovani urcitych
zasadnich Gcetnich odhadd. Vyzaduje rovnéz, aby vedenf vyuzivalo svdj
Gsudek v procesu aplikace Gcetnich pravidel Spolecnosti. Spolecnost
¢ini odhady a predpoklady tykajici se budoucnosti. Z toho vznikajici
Gcetni odhady ze samé povahy své definice pouze zridkakdy odpovidaji
prislusnym skute¢nym vysledktm.

Céstky uvedené v této Gcetnf zavérce jsou vykazany v miliénech Eeskych
korun (,K&), pokud nenf uvedeno jinak.

2.2  Vykazovani podle segmentt

Oborovy segment predstavuje skupinu aktiv a ¢innosti zapojenych do procesu
poskytovani vyrobkt nebo sluzeb, které jsou vystaveny riziktim a dosahujf
vynosnosti odlisnych od rizik a vynosnosti v rémci jinych obord ¢innosti.
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Notes to the Financial Statements
at December 31, 2006

1.  GENERAL INFORMATION

1.1 Company Description

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

At December 31, 2006, Altria Group, Inc. (“Altria Group”) was the parent
company of Philip Morris International Inc., Kraft Foods Inc., Philip Morris
USA Inc. and Philip Morris Capital Corporation. Altria Group is the ultimate
controlling party of the Company. Philip Morris CR a.s. is an affiliate of
Philip Morris International Inc.

At December 31, 2006 the only entity holding more than 20% of the registered
capital of the Company was Philip Morris Holland B.V. which held 77.6%.

The following individuals were recorded as members of the Board
of Directors and Supervisory Board in the Commercial Register at

December 31, 2006:

Board of Directors

Anja Fiedler — Chairman Jiri Pribyl

Nicklas Blomqvist Danica Sivakova
Andreas Lenge Petr Karla
Supervisory Board

Jacek Olczak — Chairman Mark Saine

Jiri Davidek Vratislava Hrdli¢ckova

Robert Hutchison Petr Bubenicek

The Company has a 99% interest in Philip Morris Slovakia s.r.o., Racianska 44,
Bratislava, Slovakia. Registered share capital of Philip Morris Slovakia s.r.o.
as at December 31, 2006 and 2005 was SKK 23 million (equivalent to
CZK 19 million). In 2006, the income after tax of Philip Morris
Slovakia s.r.o. was SKK 43 million, equivalent to CZK 33 million (2005:
SKK 89 million, equivalent to CZK 69 million). Total equity of Philip Morris
Slovakia s.r.o. was SKK 60 million, equivalent to CZK 48 million (2005:
SKK 99 million, equivalent to CZK 76 million).

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

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

The Company’s financial statements were authorized for issue by the Board
of Directors and Supervisory Board on March 16, 2007.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

These financial statements of Philip Morris CR a.s. as at December 31,
2006 and for the year then ended, are the separate stand-alone financial
statements of the Company. They relate to the consolidated financial
statements of Philip Morris CR a.s. and its subsidiary Philip Morris
Slovakia s.r.o. (together the Group) for the year ended December 31, 2006.
These separate financial statements should be read in conjunction with
the consolidated financial statements to obtain a complete understanding
of the Group’s results and financial position.

These financial statements have been prepared in accordance with
International Financial Reporting Standards as adopted by the European
Union (“IFRS”).

The financial statements have been prepared based on the recognition and
measurement requirements of IFRS standards 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. The principal
accounting policies applied in the preparation of the financial statements
are set out below. These policies have been consistently applied to all years
presented, unless otherwise stated.

The following standards, amendments and interpretations are mandatory
for accounting periods beginning on or after January 1, 2006 but are not
relevant or do not have material impact to the Company’s operations:

IAS 19 - Amendment - Employee benefits — Actuarial Gains and Losses,
Group Plans and Disclosures (effective date January 1, 2006)

IAS 21 — Amendment — Net Investment in a Foreign Operation (effective
date January 1, 2006)

1AS 39 - Amendment — Cash Flow Hedge Accounting of Forecast Intragroup
Transactions (effective date January 1, 2006)

IAS 39 - Amendment — The Fair Value Option (effective date January 1, 2006)
IAS 39 and IFRS 4 - Amendment - Financial Guarantee Contracts (effective
date January 1, 2006)

IFRS 1 - Amendment - First-time Adoption of International Financial
Reporting Standards (effective date January 1, 2006)

IFRS 6 - Exploration for and Evaluation of Mineral Resources (effective
date January 1, 2006)

IFRIC 4 - Determining whether an Arrangement contains a Lease (effective
date January 1, 2006)

IFRIC 5 - Rights to Interests arising from Decommissioning, Restoration
and Environmental Rehabilitation Funds (effective date January 1, 2006)
IFRIC 6 - Liabilities arising from Participating in a Specific Market: Waste
Electrical and Electronic Equipment (effective date December 1, 2005)

The following standards, amendments and interpretations to existing
standards have been published but are not yet effective, that the Company
has not early adopted:

IAS 1 - Amendment - Presentation of Financial Statements: Capital
Disclosures (effective date January 1, 2007)

IFRS 7 - Financial Instruments: Disclosures (effective date January 1, 2007)
IFRIC 7 - Applying the Restatement Approach under IAS 29, Financial
Reporting in Hyperinflationary Economies (effective date March 1, 2006)
IFRIC 8 - Scope of IFRS 2 (effective date May 1, 2006)

IFRIC 9 - Reassessment of Embedded Derivatives (effective date
June 1, 2006)

IFRIC 10 - Interim Financial Reporting and Impairment (effective date
November 1, 2006)

IFRIC 11 - IFRS 2 - Group and Treasury Share Transactions (effective date
March 1, 2007)

IFRIC 12 - Service Concession Arrangements (effective date
January 1, 2008)

IFRS 8 - Operating Segments (effective date January 1, 2009)

The above standards are not expected to have material impact on the
current recognition and measurement policies, but in particular IFRS 7,
IFRS 8 and the amendment of IAS 1 will introduce certain new disclosure
requirements.

The financial statements have been prepared under the historical cost
convention except for financial instruments, which are initially recognized
at fair value and subsequently measured in accordance with IAS 39 as
disclosed in the accounting policies below.

The preparation of financial statements in accordance with IFRS requires
the use of certain critical accounting estimates. It also requires management
to exercise judgment in the process of applying the Company’s accounting
policies. The resulting accounting estimates will, by definition, seldom
equal the related actual results.

The amounts shown in these financial statements are presented in million
Czech Crowns (“CZK?), if not stated otherwise.

2.2 Segment reporting

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.
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Uzemni segment predstavuje poskytovani vyrobkd nebo sluzeb
v konkrétnim ekonomickém prostredi, které je vystaveno rizikim
a dosahuje vynosnosti odlisné od rizik a vynosnosti v rdmci jinych
ekonomickych prostredi.

2.3  Transakce v cizich ménach

a) Funkéni ména a ména vykazovani

Polozky, které jsou soucasti Gcetni zavérky Spolecnosti, jsou ocenovéany
za pouziti mény primérniho ekonomického prostredi, ve kterém jednotka
pusobi (,funkéni ména”). Ugetni zavérka je prezentovéana v &eskych
korunach, které jsou pro Spole¢nost jak ménou funkeni, tak ménou
vykazovani.

b) Transakce a zistatky

Transakce v cizi méné se prepocitavaji do funkéni mény na zékladé
sménnych kurzd platnych k datdm transakci. Kurzové zisky a ztraty
vyplyvajici z téchto transakci a z prepoctu penéznich aktiv a zavazk(
vyjadrenych v cizich ménach sménnym kurzem platnym ke konci
Gcetniho obdobi se vykazuji ve vykazu zisku a ztraty.

2.4 Pozemky, budovy a zafizeni

Pozemky, budovy a zafizenf jsou prvotné vykazany v porizovaci cené
a jsou s vyjimkou pozemkd odepisovany a vykazovany v zlstatkové
hodnoté. Zdstatkova hodnota zahrnuje i pripadné snizeni hodnoty aktiva.
Pozemky jsou néasledné vykdzény v porizovaci cené snizené o castku
vyjadrujici pripadné snizeni hodnoty. Pofizovaci cena zahrnuje vydaje,
které jsou primo priraditelné k porizeni daného aktiva.

Nésledné vydaje jsou zahrnuty do Gcetni hodnoty pfislusného aktiva nebo
jsou pripadné vykéazany jako samostatné aktivum pouze tehdy, jestlize
je pravdépodobné, ze budouci ekonomicky prospéch spojeny s danou
polozkou Spole¢nost ziské, a porizovaci cena polozky je spolehlivé
meéritelna. Veskeré opravy a Gdrzba jsou zalcétovany do vykazu zisku
a ztraty v ramci Gcetniho obdobli, ve kterém vzniknou.

Nemovitosti, stroje a zafizeni, s vyjimkou pozemkd, jsou odepisovany
rovnomérné pocinaje jejich uvedenim do uzivani.

Odhadované doby Zivotnosti (v letech) pouzité v této Gcetni zavérce jsou
néasledujict:

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

Pozemky nejsou odepisovany.

ZUstatkové hodnota aktiv a jejich Zivotnost je posuzovana a v pripadé
potreby upravena ke kazdému rozvahovému dni. V pripadé, ze je
Gcetni hodnota aktiva vyss$i nez je jeho realizovatelnd hodnota, snizi
se Gcetni hodnota tohoto aktiva okamzité na jeho realizovatelnou
hodnotu (viz. bod 2.8).

Pozemky, budovy a zafizeni, které se jiz nepouzivaji nebo jsou z jinych
davodt vyrazeny, se z rozvahy vyradi spolu s opravkami vztahujicimi
se k prislusnému aktivu. Veskeré vynosy ¢i ztraty vzniklé v souvislosti
s vyrazenim jsou Gctovany do vysledku z bézné ¢innosti.

2.5 Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek zahrnuje programové vybaveni pocitacu.
Licence porizené k pocitacovému softwaru jsou aktivovany na zékladé
vydaj vynalozenych na porizeni konkrétniho softwaru a jeho uvedeni do
pouzivani. Tyto naklady jsou odepisovany po dobu jejich predpoklédané
Zivotnosti (i aZ pét let).

Vydaje spojené s vyvojem nebo tGdrzbou poditacovych softwarovych
programt jsou vykazény jako néklady v okamziku jejich vynalozeni.
Vydaje, které primo souviseji s vytvorenim presné definovanych
a jedinecnych softwarovych produktt a kontrolované Spolecnosti, které
pravdépodobné prinesou budouci ekonomicky prospéch po dobu delsi
nez jeden rok a prevysujici porizovaci naklady, se vykazuji jako nehmotna

aktiva. Primé néklady zahrnuji osobni néklady pracovnikt podilejicich se
na vyvoji softwaru a odpovidajici podil prislusné rezie.

Néklady na vyvoj pocitadového softwaru uznané jako aktiva se odepisuji
po dobu jejich predpokladané Zivotnosti, nejvyse vsak po dobu tif let.

2.6  Dlouhodoba aktiva klasifikovana jako aktiva

uréena k prodeji
Spoleénost klasifikuje dlouhodobé aktivum (nebo vyrazovanou skupinu)
jako drzené k prodeji, pokud bude jeho Gcetni hodnota zpétné ziskana
priméarné prodejni transakei spise nez pokracujicim uzivanim, a ocenuje
jej v nizsi z jeho zUstatkové hodnoty a Cisté realizovatelné hodnoty minus
néklady souvisejici s prodejem.

2.7 Investice v dcefiné spolecnosti
Podil ve spole¢nosti Philip Morris Slovakia s.r.o. je vykézén v historické
porizovaci cené.

2.8  Snizeni hodnoty aktiv

Pozemky, budovy a zarizeni a ostatni aktiva, vcetné nehmotnych aktiv, jsou
posuzovany z hlediska snizeni hodnoty, kdykoli ur¢ité udalosti nebo zmény
okolnosti naznaduji, ze jejich Géetni hodnota nemusi byt realizovatelna.

Ztrata ze snizeni hodnoty je zalctovana ve vysi Castky, o kterou Gcetnf
hodnota aktiva prevysuje jeho realizovatelnou hodnotu. Realizovatelna
hodnota predstavuje redlnou hodnotu snizenou o néklady prodeje nebo
hodnotu z uzivani, je-li vyssi. Za Gelem posouzeni snizeni hodnoty jsou

identifikovatelné pen&zni toky (penézotvorné jednotky).

2.9 Zasoby

Zasoby se vykazuji v porizovacich cenédch nebo v Cisté realizovatelné
hodnoté, je-li nizsi. Pofizovaci cena zahrnuje cenu porizeni a vedlejsi
naklady spojené s porizenim zasob (doprava, clo, pojiténi apod.).
V hodnoté tabakovych nélepek, nedokoncené vyroby, hotovych vyrobkd
a nakupovaného zbozi je zahrnuta i spotrebni dan. Hodnota nedokoncené
vyroby a hotovych vyrobkd zahrnuje pifimé materialové néklady a vyrobni
rezii. Vyrobni rezie zahrnuje predevsim mzdy, odpisy, spotrebu energii,
néaklady na opravy a udrzovani apod. Vétsina materialovych zésob je
ocenéna v pramérnych cenach.

Cista realizovatelnd hodnota se rovna odhadnuté prodejni cené
v bézném podnikani snizené o odhadované variabilni naklady nutné
k realizaci prodeje.

2.10 Pdjcky a pohledavky

Pajcky a pohledavky jsou nederivatova financ¢ni aktiva s danymi nebo
predpokladanymi platbami, kterd nejsou kétovana na aktivnim trhu. Jsou
zahrnuta do kratkodobych aktiv, s vyjimkou dob splatnosti delsich nez
12 mésicl po rozvahovém dni. Ta jsou klasifikovéna jako dlouhodoba
aktiva. Pajcky a pohledévky jsou zahrnuty v rozvaze v obchodnich
pohledévkach a jinych pohledévkéch.

Obchodni pohledavky se prvotné vykazuji v realné hodnoté a néasledné
jsou ocenovény zUstatkovou hodnotou na zékladé metody efektivni
Grokové sazby po odecteni opravné polozky na snizeni hodnoty. Opravna
polozka na snizeni hodnoty obchodnich pohledavek se vytvari tehdy,
jestlize existuji objektivni dlikazy o tom, ze Spole¢nost nebude schopna
inkasovat veskeré dluzné ¢astky podle plvodné sjednanych podminek.
Vyse opravné polozky je rozdil mezi Gcetni hodnotou aktiva a sou¢asnou
hodnotou odhadovanych budoucich penéznich tokl diskontovanych
pavodni efektivni Grokovou sazbou. Tvorba této opravné polozky je
zalctovana do vykazu zisku a ztréty.

2.11 Penézni prostredky a penézni ekvivalenty

Penézni prostredky a penézni ekvivalenty zahrnuji finan¢ni hotovost,
inkasovatelné bankovni vklady, ostatni vysoce likvidni kratkodobé
investice s pavodni dobou splatnosti tri mésice a méné a debetni
zGstatky na bankovnich G&tech (kontokorentni Gdty). V rozvaze jsou
debetni zlstatky na bankovnich tétech (kontokorentni Géty) vykazany
v polozce kratkodobych zavazkd.
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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.

2.3  Foreign currency transactions

a) Functional and presentation currency

Items included in the financial statements of the Company are
measured using the currency of the primary economic environment
in which the entity operates (“the functional currency”). The financial
statements are 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 exchange rates prevailing at the dates of the
transactions. 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.

2.4  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
Company and the cost of the item can be measured reliably. All other
repairs and maintenance are charged to the income statement during
the financial year 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 financial statements
are as follows:

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

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 2.8).

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.

2.5 Intangible assets

Intangible assets include computer software. Acquired computer
software licenses 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 Company, and that will probably
generate economic benefits exceeding costs beyond one year, are
recognized as intangible assets. 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).

2.6  Non-current assets held for sale

The Company classifies separately non-current assets (or disposal
group) as held for sale if their carrying amount is recovered principally
through a sale transaction rather than through continuing use and
measures them at the lower of its carrying amount and fair value less
costs to sell.

2.7 Investment in subsidiary
The holding in Philip Morris Slovakia s.r.o. is recorded at historical
cost.

2.8 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.

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).

2.9 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 direct material
costs and allocated overhead costs. Overhead costs include labor,
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.

2.10 Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. They
are included in current assets, except for those with maturities greater
than 12 months after the balance sheet date. These are classified as
non-current assets. Loans and receivables are classified as “trade and
other receivables” in the balance sheet.

Trade and other 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 Company will not be able to collect all amounts
due according to the original terms of receivables. The amount of
the impairment provision is the difference between the carrying
amount and the recoverable amount, being the present value of esti-
mated future cash flows discounted at the original effective interest
rate. The amount of the impairment provision is recognized in the
income statement.

2.11 Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held on
call with banks, other short-term highly liquid investments with
original maturities of three months or less, and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities on the
balance sheet.
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2.12 Odlozena dan

OdloZena dan je vypoctena s pouzitim zavazkové metody uplatnéné
na vsechny docasné rozdily vzniklé mezi danovou hodnotou aktiv
a zévazkd a jejich Gcetni hodnotou vykazovanou v Géetni zévérce.
Pokud ovsem odlozena dan vyplyva z vychoziho zachyceni aktiva nebo
zévazku z transakei jinych, nez je podnikova kombinace, které v dobé
vzniku nemaji dopad ani na G¢etni ani na danovy zisk nebo ztratu, pak
se o ni nelctuje. Odlozené dan z prjmU se stanovi za pouziti danové
sazby (a darovych zdkont), které byly schvéleny nebo je proces jejich
schvalovani v podstaté dokoncen a o kterych se predpoklada, ze
budou Gc¢inné v obdobi, ve kterém bude prislusna danova pohledavka
realizovana nebo zévazek odlozené dané z prijmd vyrovnan.

Odlozené danové pohledévky se vykazuji v rozsahu, v némz je
pravdépodobné, ze bude v budoucnosti dosazeno zdanitelného zisku,
ktery umozni uplatnéni téchto prechodnych rozdild.

Odlozenéa dan je zalc¢tovana do vykazu zisku a ztraty s vyjimkou pripadd,
kdy se vztahuje k polozkdm Gc¢tovanym primo do vlastniho kapitalu.
V takovych pripadech je také Gctovéna do vlastniho kapitalu.

2.13 Zaméstnanecké pozitky

a) Dachodové pojisténi a penzijni pfipojisténi

Spolecnost hradi pravidelné odvody do statniho rozpoctu k financovani
statniho dichodového pojisténi v sazbach platnych pro dané obdobf
z vyplacenych hrubych mezd. Nad ramec téchto zdkonnych odvodd
nejsou vyzadovany od Spolecnosti zadné jiné dodate¢né odvody. Naklady
souvisejici s odvody jsou zGc¢tovany ve vykazu zisku a ztraty ve stejném
obdobi jako vyplata mezd a platd, ke kterym se vztahuiji.

Spoleénost také poskytuje svym zaméstnanctm penzijni pripojisténi
formou plateb nezavislym penzijnim fonddm v rémci platného penzijniho
planu. Tyto naklady jsou Gc¢tovany do vykazu zisku a ztraty v obdobi, se
kterym Casové souviseji.

b) Odstupné a pozitky pfi predé¢asném ukoné&eni
pracovniho poméru

Odstupné a pozitky pfi pred¢asném ukoncéeni pracovniho poméru se
vyplaceji v pripadé, Ze je pracovni pomér ukoncéen pred normalnim
odchodem do dtchodu nebo pred uplynutim pracovni smlouvy.
Spole¢nost vykazuje pozitky z predcasného ukonéeni pracovniho
poméru, pokud je zavazana k ukondéeni pracovniho poméru vybranych
zaméstnancl v souladu se schvélenym detailnim planem bez realné
moznosti od tohoto planu odstoupit.

c) Uhrady akciemi

Altria Group, Inc. poskytuje uréité plany thrad akciemi pro vedouci
pracovniky vsech spolecnosti v ramci skupiny Altria. Tyto plany se vztahuji
k akciim spolecnosti Altria Group, Inc. Tyto plany predstavuji Ghrady
vazané na akcie vyporédané kapitalovymi néstroji. Na zékladé pravidel
stanovenych ,Performace Incentive Plans® je vybranym zaméstnanctim
poskytovana dlouhodoba odména v podobé naroku na akcie Altria
Group, Inc., které by jim mély byt v budoucnosti pfidéleny (,Deferred
Stock®). K realizaci ndroku a nabytf akcii zaméstnanci dochézi po uplynutf
zaméstnaneckého poméru ti let od data poskytnuti naroku (,rozhodné
obdobi). Béhem rozhodného obdobi neméa zaméstnanec pristup k akciim
a nemUze je prodat, pouzit jako zastavu nebo prevést na jinou osobu.
Toto omezeni konéi na konci rozhodného obdobi.

Hodnota nékladd sluzeb zaméstnanct vykazanych jako protihodnota za
pridélené néaroky na akcie je uréena na zakladé realné hodnoty narokd
k datu poskytnuti. Tato reélna hodnota odpovida trzni cené akcii Altria
Group, Inc. k datu poskytnuti. Naklady jsou do vykazu zisku a ztraty
(ndklady na zaméstnance a zaméstnanecké pozitky a sluzby) zG&tovany
rovnomérné béhem rozhodného obdobi se souvztaznym zépisem do
vlastniho kapitélu. Celkovy néklad zat¢tovany Spolecnosti zavisi na dobé
trvani zaméstnaneckého pomeéru vedouciho pracovnika ve Spolec¢nosti
béhem rozhodného obdobi. K okamziku realizace naroku a ukoncenf
omezeni souvisejictho s akciemi je Spolecnosti prefakturovan naklad
spojeny s Uhradami akciemi vznikly na strané Altria Group, Inc. vychézejict
z trzni ceny akcif Altria Group, Inc. k datu realizace. Fakturované castka
odpovidéa dobé trvani zaméstnaneckého poméru vedouciho pracovnika

ve Spole¢nosti béhem rozhodného obdobi. Rozdil mezi ¢astkou
vykazanou jako protihodnota za pridélené naroky na strané Spolec¢nosti
a prefakturovanym nakladem je zati¢tovéan do vlastniho kapitalu. Hodnota
nékladd vykazanych jako protihodnota za pridélené néroky v letech 2006
a 2005 nebyla vyznamné.

2.14 Rezervy

Spoleénost tvorf rezervy, pokud mé soucasny pravni nebo mimosmluvni
zavazek, ktery je vysledkem minulych udélosti, je pravdépodobné, ze
k vyporadani tohoto zavazku bude nezbytné odcerpani prostredkd,
a maze byt proveden spolehlivy odhad vyse zévazku. Rezervy se
nevytvéreji na budouci provozni ztréty.

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

2.15 Vykazovani vynost

Vynosy predstavuji redlnou hodnotu prodejt zbozi, vyrobkl a sluzeb,
bez dané z pridané hodnoty a spotrebni dané, po odpoctu slev a skont.
Vynosy jsou vykazovéany nasledujicimi zplsoby:

Prodej vyrobkt a zboZi

Vynosy z prodeje vyrobkt a zbozi se vykazuji, pokud Gcetni jednotka
prevedla na kupujiciho vyznamné rizika a odmény z vlastnictvi
zbozi; nezachovava si pokracujici manazerskou angazovanost v mire
obvykle spojované s vlastnictvim pozadovaného zbozi, ani skute¢nou
kontrolu nad timto zbozim; ¢astka vynost muze byt spolehlivé
ocenéna; je pravdépodobné, ze ekonomické uzitky, které jsou
s transakei spojeny, poplynou do Gcetni jednotky; a vzniklé naklady
nebo naklady, které s ohledem na transakci teprve vzniknou, mohou
byt spolehlivé ocenény.

Prodej sluzeb

Vynosy z poskytovani sluzeb se vykazuji jestlize dojde k poskytnutf
sluzby za pomoci metod uzivanych pro stanoveni stupné dokoncenosti
konkrétni transakce, uréeného na zékladé skute¢né poskytnuté sluzby
k poméru celkovych sluzeb, které maji byt poskytnuty.

Vynosy z dividend
Vynos z dividend se vykazuje tehdy, kdyz vznikne prévo akcionére na
prijeti platby.

Vynosy z trokd
Urokovy vynos se vykazuje ¢asové rozliseny s pouzitim metody efektivni
Grokové sazby a zohlednénim vyse nesplacené jistiny.

2.16 Leasing

Leasing je klasifikovan jako operativni leasing, jestlize podstatna cast
rizik a odmén vyplyvajicich z vlastnictvi zlistava u pronajimatele. Splatky
uhrazené na zékladé operativniho leasingu se G¢tuji do vykazu zisku
a ztraty rovnomeérné po celou dobu trvani leasingu.

Leasing pozemkd, budov a zafizeni, pfi némz na Spole¢nost prechéazi
podstatna ¢ast rizik a odmeén vyplyvajicich z vlastnictvi, je klasifikovan
jako financnf leasing.

2.17 Vyplata dividend

Vyplata dividend akcionaitim Spole¢nosti se vykazuje v G¢etnf zavérce
Spole¢nosti jako zavazek v obdobi, ve kterém jsou dividendy schvaleny
akcionari Spole¢nosti.

3. RIZENI FINANCNICH RIZIK

3.1 Faktory finanéniho rizika

Z ¢innosti- Spolecnosti vyplyvéa fada financ¢nich rizik: trznf riziko, Gvérové
riziko a riziko likvidity. Celkové strategie Spole¢nosti pro rfizeni rizik se
zaméruje na nepredvidatelnost finanénich trhi a snazi se minimalizovat
potencialni negativni dopady na finanéni vysledky Spole¢nosti. Rizenf
rizik provéadi centralni oddéleni treasury skupiny Altria Group (,Altria
Group Treasury“) v souladu s pravidly schvalenymi predstavenstvem
Spolecnosti. Altria Group Treasury identifikuje, ocenuje a zajistuje finanén{
riziko v Uzké spolupréci se Spolecnosti.
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2.12 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 financial
statements. However, if the deferred income tax arises from initial
recognition of an asset or liability in a transaction other than
a business combination that at the time of the transaction affects
neither accounting nor taxable profit nor loss, it is not accounted
for. Deferred income tax is determined using tax rates (and laws)
that have been enacted or substantially 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 income statement, except
when it relates to items charged or credited directly to equity, in which
case the deferred tax also affects equity.

2.13 Employee benefits

a) Pension obligations

Contributions are made to the Government’s health, retirement benefit
and unemployment schemes at the statutory rates applicable during
the year and are based on gross salary payments. The Company 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 Company also makes contributions to defined contribution schemes
operated by external pension companies. These contributions are charged
to the income statement in the year to which the contributions relate.

b) Redundancy and termination benefits

Redundancy and termination benefits are payable when employment
is terminated before the normal retirement or contract expiry date.
The Company 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.

c) Share-based payments

Altria Group, Inc. runs certain compensation plans for management of
all Altria Group companies. The plans relate to the stock of Altria Group,
Inc. These plans are equity settled share-based payment transactions.
There are Performance Incentive Plans in place under which eligible
employees receive Deferred Stock awards representing long-term equity
compensation that delivers shares of Altria Group, Inc. after three years
service period (the vesting period). During the vesting period, shares
are restricted from the employee and cannot be sold, assigned, used
as collateral or transferred. Restriction lapses at the end of the vesting
period (the vesting date).

The compensation cost for Deferred Stock awards is determined by
using fair value of the equity instruments awarded at the grant date.
Fair value corresponds to the market price of Altria Group, Inc. common
stock at date the award is granted to the employee. Compensation cost
is recognized over the vesting period on a straight-line basis as charge to
the employee benefits expense or services expense with a corresponding
entry in equity. The amount of compensation expense recognized
corresponds to the applicable employee’s employment period with the
Company during the vesting period. Upon the lapse of the restriction
on the vesting date the Company is recharged from Altria Group, Inc.
based on the equity instrument’s fair value at the vesting date. The
recharge corresponds to the applicable employee’s employment period
with the Company during the vesting period. The difference between the
compensation expense recognized by the Company and the recharged
compensation amount is recorded in equity. Amounts recognized as
compensation expense in 2006 and 2005 were not material.

2.14 Provisions

Provisions are recognized when: the Company 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.

2.15 Revenue recognition
Revenue comprises the fair value of the sale of goods and services,
net of value-added tax, excise tax, rebates and discounts.

Sales of goods

Revenue from the sale of goods is recognized when the Company
has transferred to the buyer the significant risks and rewards of
ownership of the goods; the Company retains neither continuing
managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold; the amount of
revenue can be measured reliably; it is probable that the economic
benefits associated with the transaction will flow to the Company
and the costs incurred or to be incurred in respect of the transaction
can be measured reliably.

Sales of services

Sales of services are recognized when 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.

Dividend income
Dividend income is recognized when the shareholder’s right to
receive payment is established.

Interest income
Interest income is accrued on a time basis, by reference to the
principal outstanding and the effective interest rate applicable.

2.16 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 Company has
substantially all the risks and rewards of ownership are classified as
finance leases.

2.17 Dividend distribution

Dividend distribution to the Company’s shareholders is recognized
as a liability in the Company’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 Company’s activities expose it to a variety of financial risks:
market risk, credit risk and liquidity risk. The Company’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 Company. 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
Company’s operating units. The Board of Directors provides written
principles for overall risk management.
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a) Trzni riziko

Spole¢nost plsobi na mezinarodnim trhu a je vystavena ménovému
riziku vztahujicimu se zejména k americkému dolaru. Ménové riziko
vyplyvé zejména z titulu budoucich nékupd. Pro Fizeni ménového
rizika Spolecnost prilezitostné nakupuje ménové opce prostrednictvim
Altria Group Treasury, o kterych Gcétuje jako o zajistovacich
finan¢nich derivatech. V roce 2006 a 2005 Spole¢nost neméla zadné
meénové opce.

b) Uvérové riziko

Spolecnost nemé vyznamné koncentrace Gvérového rizika. Spole¢nost
ma stanovena pravidla, ktera zajistuji, ze vyrobky a zbozi jsou
prodavéany na Gvér pouze zékaznik(im s prislusnou Gvérovou historii.

c) Riziko likvidity

Obezretné Fizeni rizika likvidity predpoklada udrzovani dostatecné
rovné hotovosti. Rizenf likvidity Spolenosti provadi centralnf oddélent
Altria Group Treasury prostrednictvim doméaciho a mezinarodniho
systému ,cash pool®.

3.2 0Odhad realné hodnoty

Realna hodnota financnich néstroji obchodovanych na aktivnich trzich je
stanovena na zakladé kétovanych trznich cen platnych k rozvahovému dni.
Pro stanoveni redlné hodnoty financnich néstroj(, které nejsou obchodovany
na aktivnim trhu, se pouzivaji techniky ocenovéni. Spole¢nost &inf
predpoklady, pri nichz vychazi z trznich podminek existujicich ke kazdému
rozvahovému dni. Zstatkova hodnota obchodnich pohledavek a ostatnich
finan¢nich aktiv a zavazkd se blizi jejich reélné hodnoté. Realna hodnota
nékladu sluzeb zaméstnancti vykazanych jako protihodnota thrad akciemi
vyporadanych kapitalovymi nastroji je urcena na zakladé realné hodnoty
nérokd k datu poskytnuti, kterou je trzni cena akcii Altria Group, Inc.

4. INFORMACE O SEGMENTECH

a) Prvotni format vykaznictvi — Gzemni segment

Uzemnf formét vykaznictvi je zalozen na umisténi aktiv Spole¢nosti. Véechna
aktiva Spole¢nosti jsou umisténa v Ceské republice a proto primarnf
Ucetni vykazy obsazené v této Ucetni zavérce obsahuji vsechny informace
pozadované pro prvotni formét vykaznictvi informaci o segmentech.

Trzby dzemniho segmentu na zakladé umisténi sidla zékaznika jsou nésledujici:

Ceska republika Slovenska republika Ostatni segmenty Celkem
2006 6 560 882 1331 8773
2005 8 424 2288 875 11 587

Polozka ,Ostatnf segmenty“ zahrnuje vyvozy do ostatnich zemf.
b) Druhotny format vykaznictvi — oborovy segment
Prodeje Spolecnosti jsou tvoreny prevazné prodejem tabakovych vyrobku

a proto Spole¢nost vykazuje pouze jeden oborovy segment v druhotném

c) Analyza trzeb podle kategorii

formatu vykaznictvi. Primarni Gcetni vykazy obsazené v této Gcetni
zaveérce obsahuji vsechny informace pozadované pro druhotny format
vykaznictvi informaci o segmentech.

2006 2005

Prodej vyrobkt a zboz{ 8 764 11574
Vynosy z poskytovanych sluzeb 9 13
Celkem 8773 11587
5.  POZEMKY, BUDOVY A ZARIZENI

Pozemky, Dopravni Inventar Pofizeni aktiv Celkem

budovy prostiedky, a vybaveni a poskytnuté

a stavby stroje a zarizeni zélohy
K 1. 1. 2005
Porizovaci cena 1945 3 694 103 64 5 806
Oprévky a snizeni hodnoty -993 -2 216 -91 0 -3 300
Zistatkovéa hodnota 952 1478 12 64 2 506
Rok konéici 31. 12. 2005
Pocatecni ztstatkové hodnota 952 1478 12 64 2 506
PrirGistky 29 588 1 -14 604
Vyrazeni 0 -17 0 0 -17
Snizeni hodnoty -39 -135 0 0 -174
Odpisy -79 -254 -4 0 -337
Reklasifikace dlouhodobych aktiv drzenych k prodeji -10 -2 0 0 -12
Konecna zistatkové hodnota 853 1658 9 50 2570
K 31.12. 2005
Porizovaci cena 1813 3905 85 50 5853
Oprévky a snizeni hodnoty -960 -2 247 -76 0 -3 283
Zistatkovéa hodnota 853 1658 9 50 2570
Rok koncici 31. 12. 2006
Pocatecni ztstatkové hodnota 853 1658 9 50 2570
PrirGistky 48 233 19 -20 280
Vyrazeni -12 -38 0 0 -50
Odpisy -83 -239 -4 0 -326
Koneéna zistatkové hodnota 806 1614 24 30 2474
K 31.12. 2006
Porizovaci cena 1796 3675 98 30 5599
Oprévky a snizeni hodnoty -990 -2 061 -74 0 -3125
Zustatkova hodnota 806 1614 24 30 2474
Pozemky, budovy a zarizeni drzené k prodeji k 31. 12. 2005:
Porizovaci cena 159 32 17 0 208
Oprévky a snizeni hodnoty -149 -30 -17 0 -196
Zistatkova hodnota k 31. 12. 2005 10 2 0 0 12
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a) Market risk

The Company 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 Company
occasionally uses currency option derivative financial instruments,
transacted with Altria Group Treasury. There were no currency options
used in 2006 and 2005.

b) Credit risk

The Company has no significant concentrations of credit risk. It has
policies in place to ensure that sales of products and merchandise are
made to customers who meet the Company’s criteria for adequate credit
history.

c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash.
Liquidity of the Company is managed and controlled by the central Altria
Group Treasury via domestic and international Cash pool arrangements.

3.2 Fair value estimation

The fair value of financial instruments traded in active markets is based on
quoted market prices at the balance sheet date. The fair value of financial
instruments that are not traded in an active market is determined by using
valuation techniques. The Company makes assumptions that are based
on market conditions existing at each balance sheet date. The carrying
amounts of trade receivables and other current financial assets and liabilities
is assumed to approximate their fair values. Fair value of compensation cost
related to equity settled share-based payments is determined by fair value
at the grant date, being market price of Altria Group, Inc. common stock.

4,  SEGMENT REPORTING
a) Primary reporting format — geographical segment

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

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

Czech Republic Slovak Republic Other segments Total
2006 6 560 882 1331 8773
2005 8 424 2288 875 11 587

Other segments amounts relate to exports to other countries.

the secondary reporting format. The primary statements presented
in these financial statements include the information required by the
secondary format of segment reporting.

b) Secondary reporting format — business segment
Substantially all of the Company’s sales are tobacco products, and
therefore the Company has only one reportable business segment under

c) Analysis of sales by category

2006 2005

Sales of finished goods and merchandise 8 764 11574
Revenue from services 9 13
Total 8773 11587
5.  PROPERTY, PLANT AND EQUIPMENT

Property & Vehicles & Furniture & Constructions in Total

Buildings Machinery Fixtures progress &
Equipment Advances paid

At January 1, 2005
Cost 1945 3694 103 64 5806
Accumulated depreciation and impairment (993) (2 216) 91D - (3300)
Net carrying amount 952 1478 12 64 2 506
Year ended December 31, 2005
Opening net carrying amount 952 1478 12 64 2 506
Additions cost 29 588 1 14 604
Disposal net carrying amount - a7 - - a7
Impairment charge (39) (135) - - 174)
Depreciation charge (79) (254) (@) - (337
Reclassification to PP&E classified as held for sale (10) 2 - - (12)
Closing net carrying amount 853 1658 9 50 2570
At December 31, 2005
Cost 1813 3905 85 50 5853
Accumulated depreciation and impairment (960) (2247 (76) - (3283)
Net carrying amount 853 1658 9 50 2570
Year ended December 31, 2006
Opening net carrying amount 853 1658 9 50 2570
Additions cost 48 233 19 (20) 280
Disposal net carrying amount (12 (38) - - (50)
Depreciation charge (83) (239) 4 - (326)
Closing net book amount 806 1614 24 30 2474
At December 31, 2006
Cost 1796 3675 98 30 5599
Accumulated depreciation and impairment (990) (2 061) (74) - (3 125)
Net carrying amount 806 1614 24 30 2474
PP&E classified as held for sale as at December 31, 2005 were as follows:
Cost 159 32 17 - 208
Accumulated depreciation and impairment (149) (30) 17 - (196)
Net carrying amount at December 31, 2005 10 2 - - 12
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Najemné v hodnoté 117 miliénd K& (2005: 85 miliénd K&) za pronajem
skladd, kancelarskych prostor a strojniho zafizenf je zahrnuto do vykazu
zisku a ztraty.

Veskeré vydaje na porizeni dlouhodobych aktiv byly financovany
z vlastnich zdroj Spoleénosti.

6.  SNIiZENi HODNOTY POZEMKU, BUDOV A ZARIZENI

Spoleénost provérila zistatkovou hodnotu pozemkd, budov a zarizeni
7 hlediska mozného snizeni hodnoty. V roce 2006 nebylo vykézano zadné
snizeni hodnoty dlouhodobych aktiv.

Dne 1. 4. 2005 Spoleénost oznamila plan ukondéeni vyroby ve svém
zévodé v Hodoniné ke konci ¢ervence 2005. Cilem restrukturalizace, ktera
byla reakci na ménici se podminky na trhu a preference spotrebiteld,
bylo zvySeni konkurenceschopnosti ve vyrobé. Celkové snizeni hodnoty

dlouhodobého hmotného majetku za rok konéici 31. 12. 2005
predstavovalo 174 miliény K&. Vysledkem tohoto planu a uskutecnéni
naslednych krokd byla Gprava zlstatkové hodnoty prislusnych pozemkd,
budov a zafizeni. Snizeni hodnoty jednotlivych skupin dlouhodobych
aktiv je vykazéno v bodé 5.

V prosinci 2005 vedeni Spole¢nosti schvalilo plan prodat zévod
v Hodoniné. Prodej zahrnoval pozemky, budovy a souvisejici zarizeni.
Podminky prodeje byly odsouhlaseny s nezavislym kupujicim v prosinci
2005 s naslednym podpisem smlouvy dne 20. 1. 2006. V souladu
s IFRS Spolecnost preklasifikovala v rozvaze veskery majetek, ktery byl
predmétem prodeje, do samostatné kategorie ,dlouhodoba aktiva drzena
k prodeji“. Tento majetek byl ocenén ve skutecné prodejni cené snizené
o néklady spojené s prodejem. Jednotlivé kategorie majetku drzeného
k prodeji a jejich Géetni zlstatkova hodnota jsou uvedeny v bodé 5.
Prodej byl uskuteénén v roce 2006.

7.  ZASOBY

31. 12. 2006 31. 12. 2005
Material 2839 1784
Nedokoncena vyroba 274 242
Vyrobky 2317 1380
Zbozi 76 32
Zasoby celkem 5506 3438

@ v

Porizovaci néklady na zasoby vykazané ve vykazu zisku a ztraty jako néklad a zahrnuté v polozce ,spotreba materiélu, energie a sluzeb® Cinily

3 228 miliéna K& (2005: 3 369 miliond Ke).

8.  OBCHODNi POHLEDAVKY A JINE POHLEDAVKY

31. 12. 2006 31. 12. 2005
Pohledavky z obchodnich vztahl - treti strany 970 528
Pohledavky z obchodnich vztahd - spfiznéné strany 212 473
Obchodni pohledavky 1182 1001
Prijaté zalohy 20 18
Jiné pohledavky 2 2
Prechodné Gcty aktiv 8 9
Néklady pristich obdobf 19 12
Obchodni pohledavky a jiné pohledavky celkem 1231 1042
9.  PENEZNI PROSTREDKY A PENEZNI EKVIVALENTY

31. 12. 2006 31. 12. 2005
Uéty v bance 48 41
Kratkodobé piijcky spiiznéné strané splatné na pozadani (bod 27) 609 6711
Kratkodobé ptij¢ka spriznéné strané (bod 27) 3 000 0
Penize a penézni prostredky celkem 3657 6 752

Kratkodobé pujcka poskytnuta spriznéné strané zahrnuje Grocenou kratkodobou pajcku se splatnosti do tif mésicd. Analyza kratkodobych pohledavek

za spriznénymi stranami je uvedena v bodé 27.

10. ZAKLADNI KAPITAL
Zakladni kapital Spole¢nosti predstavuje 2 745 386 kust akcif v nominalni
hodnoté 1 000KE a je pIné splacen. V prabéhu predchézejicich dvou let

nedoslo k zaddnym zménam v zékladnim kapitalu a poctu nebo druhu akcii.

Z&kladni kapital Spole¢nosti je rozvrzen na:

Spolec¢nost vytvorila zakonny rezervni fond. Rezervni fond nesmi byt
pouzit k rozdélent akcionartm, ale muize byt pouzit k Ghradé ztraty. Vyse
rezervniho fondu je 20% zékladniho kapitalu Spole¢nosti.

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
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Lease rentals amounting to CZK 117 million (2005: CZK 85 million)
relating to the lease of warehousing and office space, machinery
equipment and software are included in the income statement.

All investments in fixed assets were financed by the Company’s own
resources.

6.  IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT

The review of all property, plant and equipment was done to look for any
indication that an asset may be impaired. There was no impairment loss
recognized in 2006.

On April 1, 2005, the Company announced the plan to cease production

at its Hodonin manufacturing facility by the end of July 2005.
The restructuring was aimed at increasing manufacturing competitiveness

7. INVENTORIES

in the light of changes in market conditions and brand mix. The total
amount of the impairment loss recognized in 2005 was CZK 174 million.
As a result of this plan and subsequent steps in its execution, the Company
revised the carrying amounts of related property, plant and equipment. The
impact of the impairment loss on individual property, plant and equipment
categories as at December 31, 2005 is disclosed in Note 5.

In December 2005, management of the Company approved the plan to sell the
Hodonin factory premises. The sale related to the land, buildings and related
operating equipment. Terms and conditions of the sale were agreed with an
independent buyer in December 2005 with the signature of the Agreement on
January 20, 2006. In accordance with IFRS the Company reclassified all assets
subject to the sale as “assets held for sale” on the face on balance sheet as at
December 31, 2005. These assets were valued at their actual selling price less
cost to sell. Individual categories of fixed asses and their carrying amounts are
disclosed in Note 5. The sale was completed in 2006.

December 31, 2006 December 31, 2005

Materials 2 839 1784
Work in progress 274 242
Finished goods 2317 1380
Merchandise 76 32
Total inventories 5506 3438

The cost of inventories recognized as expense in 2006 and included in Raw materials, energy and services amounted to CZK 3 228 million

(2005: CZK 3 369 million).

8.  TRADEAND OTHER RECEIVABLES

December 31, 2006 December 31, 2005

Trade receivables from customers 970 528
Trade receivables from related parties 212 473
Trade receivables — net 1182 1001
Prepayments 20 18
Other receivables 2 2
Accrued income 8 9
Prepaid expenses 19 12
Total trade and other receivables 1231 1042

9.  CASHAND CASH EQUIVALENTS

December 31, 2006 December 31, 2005

Cash at banks 48 41
On demand deposits with related parties (Note 27) 609 6711
Short-term loan with related party (Note 27) 3000 -
Total cash and cash equivalents 3657 6 752

Short-term loan includes interest bearing loans to related party with the maturity less than three months. See Note 27 for an analysis of receivables

from related parties.

10. SHARE CAPITAL

The Company’s registered capital of 2 745 386 shares has a nominal
value of CZK 1 000 per share 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:

The Company created the statutory reserve fund. It may not be distributed
to shareholders, but may be used to offset losses. The statutory reserve
fund equals to 20% of the Company’s issued share capital.

Number of shares Value in CZK
Unregistered ordinary shares certificated 831 688 831 688 000
Registered ordinary shares dematerialized 1913 698 1913 698 000
Total ordinary shared 2 745 386 2 745 386 000
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Vsem akciim prisluseji stejné prava.

Identifikacni oznaceni akcii Spolecnosti podle mezinérodniho systému
Cislovanti je ISIN: CS0008418869.

11.  OBCHODNI ZAVAZKY A JINE ZAVAZKY

Akcie Spole¢nosti jsou prijaty k obchodovani na trhu organizovaném
Burzou cennych papirti Praha, a.s. a RM-Systémem, a.s. Verejnosti bylo
k 31.12. 2006 drzeno 2 745 386 kust akcii, z toho 77,6% bylo drzeno
spolecnosti Philip Morris Holland B.V.

31. 12. 2006 31. 12. 2005
Zé&vazky z obchodnich vztah( - treti strany 200 227
Zévazky z obchodnich vztahtl - spiiznéné strany 127 262
Obchodni zavazky 327 489
Zévazky vici zaméstnanctm 59 77
Zévazky ze socidlniho zabezpedeni a zdravotniho pojisténi 36 36
Nevyplacené dividendy 14 14
Dohadné Gcty pasivni 143 171
Ostatni zévazky 1 4
Obchodni zdvazky a jiné zavazky celkem 580 791
Zavazky vyplyvajici z transakei mezi spriznénymi stranami jsou popsany v bodé 27. Spole¢nost nemé zadné dlouhodobé zévazky.
12. OSTATNI DANOVE ZAVAZKY

31. 12. 2006 31. 12. 2005
Dan z pridané hodnoty 381 338
Spotrebni dan 3459 2 880
Ostatni dané 14 24
Celkem 3854 3242

13. ODLOZENA DAN Z PRiJMU

Odlozené danové pohledavky a zévazky jsou vzajemné kompenzovany, pokud existuje ze zakona vymahatelné pravo kompenzace kratkodobych
danovych pohledavek proti kratkodobym darovym zévazkim a pokud se odlozena dan vztahuje ke stejnému finanénimu Gradu.

Kompenzované ¢astky jsou nasledujici:

31. 12. 2006 31. 12. 2005
Odlozené danové pohledéavka 18 10
Odlozeny danovy zévazek -192 -170
Odlozeny danovy zavazek -174 -160
Odlozené darové pohledéavka:
- OdloZena darové pohledavka s o¢ekavanou realizaci do 12 mésict 16 10
- Odlozena danové pohledavka s ocekévanou realizaci za vice nez 12 mésicl 2 0
18 10
Odlozeny danovy zavazek
- Odlozeny danovy zévazek, ktery méa byt vyrovnan do 12 mésict -22 -43
- Odlozeny danovy zévazek, ktery méa byt vyrovnan za vice nez 12 mésict -170 -127
-192 -170
Brutto pohyb na Gétu odlozené dané z prijmd je nasledujici:
2006 2005
K1 1. -160 -189
Zauctovani ve vykazu zisku a ztréty -14 29
K 31. 12. -174 -160

Zmény odlozenych datovych pohledavek a zavazki (pied kompenzaci zlistatk(i v rdmci téze dariové jurisdikce) v daném obdobf byly

nasledujict:

Odlozeny danovy zavazek

Zrychlené dariové odpisy

K 1. 1. 2005 -198
Zauctovani do vykazu zisku a ztraty 28
K 31. 12. 2005 -170
Zalctovéani do vykazu zisku a ztréty -22
K 31. 12. 2006 -192
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The same rights are attached to all shares.

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

11. TRADEAND OTHER PAYABLES

Company’s shares are admitted for trading on the public market organized
by the Prague Stock Exchange and the RM-S — Czech Share Trading System.
At December 31, 2006, 2 745 386 shares were publicly held, of which
77.6% were held by the company Philip Morris Holland B.\.

December 31, 2006 December 31, 2005

Trade payables to suppliers 200 227
Trade payables to related parties 127 262
Trade payables 327 489
Amounts due to employees 59 77
Social security and health insurance 36 36
Dividends payable 14 14
Accrued expenses 143 171
Other payable 1 4
Total trade and other payables 580 791

Trade payables to related parties are disclosed in Note 27. The Company has no long-term payables.

12. OTHER TAX LIABILITIES

December 31, 2006 December 31, 2005

VAT payable 381 338
Excise tax liability 3459 2 880
Other taxes 14 24
Total 3854 3242

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:

December 31, 2006 December 31, 2005

Deferred tax assets 18 10
Deferred tax liabilities (192) (170)
Deferred tax liabilities (174) (160)
Deferred tax assets
- Deferred tax asset to be recovered within 12 months 16 10
- Deferred tax asset to be recovered after more than 12 months 2 -
18 10
Deferred tax liabilities
- Deferred tax liabilities to be recovered within 12 months (22) (43)
— Deferred tax liabilities to be recovered after more than 12 months (170) (127)
(192) (170)
The movement in the deferred income tax is as follows:
2006 2005
January 1 (160) (189)
Income statement (charge) / credit (14 29
December 31 (174) (160)

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

jurisdiction, is as follows:

Deferred tax liabilities

Accelerated tax depreciation

At January 1, 2005 (198)
Credit to the income statement 28
At December 31, 2005 (170)
Charge to the income statement (22)
At December 31, 2006 (192)
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Odlozena darnova pohledavka Snizeni Majetek Uhrady Ostatni Celkem
hodnoty zdsob  Gétovany pfimo akciemi
do nakladt
K 1. 1. 2005 4 4 0 1 9
Zalctovani do vykazu zisku a ztréty 1 -1 0 1 1
K 31. 12. 2005 5 3 0 2 10
Zauctovani do vykazu zisku a ztraty -2 -3 5 8 8
K 31. 12. 2006 3 0 5 10 18

K 31. 12. 2006 a 2005 byly odlozena dafova pohledavka (+) a zavazek (=) vypodteny sazbou ve vysi 24% ze zakladu.

14. PRIJATE PODILY NA ZISKU

Spole¢nost obdrzela v roce 2006 od spole¢nosti Philip Morris Slovakia s.r.o.
podil na zisku za rok 2005 ve vysi 65 miliona K (2005: 85 miliénd Kg).

16. SPOTREBA MATERIALU, ENERGIE A SLUZEB

15.  OSTATNi VYNOSY

Ostatni vynosy ve vysi 64 miliény K& (2005: 91 milion K&) zahrnuijf pijaté
Groky z kratkodobych péijéek poskytnutych spriznénym stranam (bod 27).

2006 2005
Spotreba materialu 3159 3620
Spotreba energie 62 56
Néklady na prodané zbozi 607 53
Sluzby 1692 1944
Celkem 5520 5673
17. NAKLADY NA ZAMESTNANCE A ZAMESTNANECKE POZITKY
2006 2005
Mzdové néklady véetné nékladl na restrukturalizaci ve vysi
50 miliénd K& (2005: 225 miliént K&) a jinych nakladd souvisejicich
s ukoncéenim pracovniho poméru ve vysi 4 miliony K¢
(2005: 2 miliény Ke&) 641 853
Néklady na socialni zabezpeceni a zdravotni pojisténi 81 84
Penzijni naklady - plany definovanych prispévkd 142 152
Ostatni socialni néklady 41 37
Néklady na zaméstnance celkem 905 1126

Néklady na restrukturalizaci vykazané za rok 2006 zahrnuji rezervu na
odstupné ve vysi 30 miliond Ke jak je uvedeno v bodé 18.

Mzdové néklady za rok 2005 zahrnuji odstupné vyplacené zaméstnancim
na zékladé dodatku ke Kolektivni smlouvé v souvislosti s uzavrenim
zavodu v Hodoniné. Celkové vyse odstupného zatétovana do nakladd
¢inila 206 miliona Ke.

Na zékladé zékona Spole¢nost odvadi prispévky na sociélni a diichodové
zabezpeceni, zdravotni pojisténi a prispévek na statni politiku
zameéstnanosti. Prispévky za rok 2006 a 2005 cinily 35% z objemu
hrubych mezd. Spole¢nost nenf povinna platit dalsi prispévky nad ramec
zakonnych odvodd.

19. OSTATNi PROVOZNI VYNOSY

Spole¢nost dale poskytuje svym zaméstnancdm doplikové penzijni
pripojisténi formou prispévkd nezévislym penzijnim fondim na zékladé
schvéleného penzijniho planu Spole¢nosti.

18. REZERVY

V roce 2006 vedeni Spolecnosti schvélilo plan tykajici se restrukturalizace
oddéleni prodeje a distribuce a plan prechodu urcitych aktivit Gcetniho
oddéleni do regionalniho centra sdilenych sluzeb. Odhadované néklady na
restrukturalizaci k 31. 12. 2006 ve vysi 30 miliénd K& predstavuji odstupné
zameéstnanct identifikovanych v téchto planech. Odhad je vypocten
v souladu s platnou Kolektivni smlouvou, ktera definuje vypocet odstupného.
Ocekava se, 7e rezerva bude v pIné vysi vyuzita v prvnim pololeti 2007.

2006 2005
Kurzové zisky 71 55
Prodej tabakového prachu 6 7
Ostatni 6 10
Celkem 83 72
20. OSTATNI PROVOZNI NAKLADY

2006 2005
Marketingové vyhry 48 71
Kurzové ztraty 34 46
Ztrata z prodeje materiélu 27 26
Dary 12 14
Ostatni dané 10 3
Pojistént 20 22
Uvedeni pozemkt do plvodniho stavu 10 0
Ztréta z prodeje pozemkd, budov a zafizenf 5 3
Ostatni 19 16
Celkem 185 201
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Deferred tax assets Provisions Assets Share based Other Total
for inventories expensed payments

At January 1, 2005 4 4 - 1 9

Credited/(charged) to the income statement 1 (D 1 1

At December 31, 2005 5 3 - 2 10

Credited/(charged) to the income statement (2) 3) 5 8 8

At December 31, 2006 3 - 5 10 18

At December 31, 2006 and 2005 the deferred tax asset (+) and liability (-) was calculated at the rate 24%.

14. DIVIDEND INCOME

In 2006, The Company received dividends from Philip Morris Slovakia s. 1. o.
in the amount of CZK 65 million distributed from the subsidiary’s 2005
profit (2005: CZK 85 million).

15. OTHER INCOME

Other income of CZK 64 million (2005: CZK 91 million) include the
interest income received from interest bearing short-term loans to related
parties, see Note 27.

16. COST OF RAW MATERIAL, CONSUMABLES AND SERVICES

2006 2005
Raw material 3 159 3620
Consumables 62 56
Cost of merchandise sold 607 53
Services 1692 1944
Total 5520 5673
17. EMPLOYEE BENEFITS EXPENSE
2006 2005
Wages and salaries, including restructuring costs CZK 50 million
(2005: CZK 225 million) and other termination benefits
CZK 4 million (2005: CZK 2 million) 641 853
Social security and health insurance 81 84
Pension costs — defined contribution plans 142 152
Other employee related costs 41 37
Total employee related costs 905 1126

Restructuring costs recognized on 2006 include provision for redundancy
payments of CZK 30 million reported as at December 31, 2006 described
in Note 18.

Restructuring costs of CZK 206 million recognized in 2005 included
severance payments to the employees in accordance with the Amendment
to the Collective Labor Agreement relating to the closure of Hodonin plant
in 2005.

The Company is legally required to make contributions to government
health, retirement benefit and unemployment schemes. During 2006
and 2005, the Company paid contributions at a rate of 35% of gross
salaries and is not required to make any contributions in excess of this
statutory rate.

19. OTHER OPERATING INCOME

The Company has a voluntary pension plan for employees under which the
Company makes contributions on behalf of the Company’s employees to
approved pension plan providers, under defined contribution schemes.

18. PROVISIONS

In 2006, management of the Company approved plan relating to the sale
and distribution force restructuring and to the transfer of certain finance
activities to regional shared service centre. Estimated restructuring expense
representing payments to those made redundant is CZK 30 million as at
December 31, 2006. This estimate is based on the number of the employees
identified in the plans and the currently valid Collective Labor Agreement,
which specifies amount to be paid to those affected. The amount of the
provision is expected to be fully utilized in the first half of 2007.

2006 2005
Exchange rate gain 71 55
Sale of tobacco dust 6 7
Other 6 10
Total 83 72
20. OTHER OPERATING EXPENSE

2006 2005
Marketing prizes 48 71
Exchange rate loss 34 46
Loss on sale of materials 27 26
Donation 12 14
Other taxes 10 3
Insurance premium 20 22
Site restoration costs 10 -
Loss on sale of PP&E 5 3
Other 19 16
Total 185 201
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21. FINANCNI NAKLADY

Financ¢ni néklady zahrnuji placené troky a bankovni poplatky.

2006 2005
Bankovni poplatky 16 14
Nékladové troky — pujcky od spriznénych stran 5 1
Celkem 21 15
22. DAN Z PRIJMU

2006 2005
Splatna dan -541 -1134
Odlozen4 dan (bod 13) -14 29
Dan z pfijmd celkem -555 -1105

Dan ze zisku pred zdanénim Spolecnosti se lisi od teoretické Castky, ktera by vznikla pouzitim prislusnych danovych sazeb na zisky Spolecnosti takto:

2006 2005
Ugetnf zisk pred zdanénim 2202 4158
Platné sazba dané z prijmu 24% 26%
Teoretické dan z déetniho zisku pred zdanénim -528 -1081
Néklady neodpoditatelné pro danové Gdely -34 -29
Prijmy nezahrnované do zékladu dané 16 23
Dopad pouZiti nizsi sazby pro vypodet odlozené dané (24%) 0 -13
Ostatni -9 -5
Dan z pfijmi celkem -555 -1105

K 31. 12. 2006 byla daf z pFjm{ vypoctena sazbou ve vysi 24% ze zékladu (2005: 26%) v souladu platnou dafovou legislativou.

23. ZISK NAAKCII

Z&kladni a ziedény ukazatel zisku na akcii je vypoéteny jako podil zisku pripadajiciho na osoby drZici vlastni kapitél Spolecnosti k vazenému
aritmetickému prdméru poctu kmenovych akcii v obéhu béhem roku po vylouceni kmenovych akcii zakoupenych Spolecnosti a drzenych v podobé

vlastnich akcif.

31. 12. 2006 31. 12. 2005
Zisk pripadajici akcionaftim (v miliénech Kg&) 1647 3053
Vazeny priimér poctu akcii v ob&hu za dané obdobf (v tisicich kust) 2 745 2745
Zisk na akcii v K& 600 1112

24. DIVIDENDY NAAKCII

Valna hromada akcionatd Spole¢nosti schvélila v dubnu 2006 vyplatu dividend ve vysi 3 053 miliénd K& (1 112K& na akeii) a v dubnu 2005 ve vysi

4 409 miliont K& (1 606K na akcii).

25. PODMINENE ZAVAZKY

Spole¢nost neni Gcastna zadnych soudnich, spravnich nebo rozhodéich
fizeni, kterd by méla nebo mohla mit vyznamny vliv na finan¢nf situaci
Spole¢nosti.

Finanéni Grad proved! danové kontroly vsech zdarovacich obdobi az
do roku 2004 vcetné. Finan¢ni Grady mohou provést darovou kontrolu
do étyr let od konce prislusného zdanovaciho obdobi a mohou domérit
danovou povinnost a prislusné penéle. Vedeni Spole¢nosti si nenf védomo
zadnych skutecnosti, které by v tomto ohledu mohly vést k vyznamnému
danovému zavazku Spolec¢nosti.

K 31. 12. 2006 banky poskytly z&ruky na zajisténf spotrebni dané
a prepravy tabékovych vyrobkd v rémci zemi EU ve vysi 4 970 miliont K
(2005: 4 435 miliént K&) a na zajisténi sou¢asného a budouciho zavazku
z najemného ve vysi 40 milion( K&, ekvivalent 1,5 miliént EUR (2005:
42 miliéna Ke, ekvivalent 1,4 miliéna EUR) .

26. SMLUVNI A JINE BUDOUCI ZAVAZKY

Investice

Vydaje na porizeni dlouhodobych aktiv nasmlouvané k rozvahovému
dni, ke kterym dosud nedoslo, byly k 31. 12. 2006 nulové (2005:
38 miliond Kg).

Zavazky z operativniho leasingu - v pripadech, kdy je Spolecnost
néajemcem

Spolec¢nost si na zakladé nezrusitelnych smluv o operativnim leasingu
pronajimé kancelére a sklady. Jednotlivé smlouvy maji riizné podminky,
dolozky o navyseni a prava na prodlouzeni smlouvy.

Spolecnost si také pronajima sklady na zakladé zrusitelnych smluv
o operativnim leasingu. V pripadé, ze chce Spole¢nost smlouvu
ukoncit, musf podat tif az dvanactimési¢ni vypovéd. Najemné z titulu
operativniho leasingu za(c¢tované do vykazu zisku a ztraty v pribéhu
roku je uvedeno v bodé 5.

Souhrn budoucich minimalnich plateb z titulu nezrusitelnych operativnich leasingti je nésledujici:

2006 2005
Do 1 roku 58 58
1laz5let 116 174
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21. FINANCE COSTS

Finance costs include the interest expense and bank charges.

2006 2005
Bank charges 16 14
Interest expense — loans from related parties 5 1
Total 21 15
22. INCOME TAX EXPENSE

2006 2005
Current tax (541 (1134)
Deferred tax (Note 13) 14) 29
Total income tax expense (555) (1 105)

The tax on the Company’s profit before taxes differs from theoretical amount that would arise upon using the tax rate applicable to profits of the

Company as follows:

2006 2005
Profit before tax 2202 4158
Applicable tax rate 24% 26%
Tax calculated at local tax rate applicable to profit before tax (528) (1081)
Expenses not deductible for tax purposes (34) (29)
Income not subject to tax 16 23
Effect of lower rate used for deferred tax calculation (24%) - (13)
Other 9 &)
Tax charge (555) (1 105)

At December 31, 2006 the income tax was calculated at the rate 24% (2005: 26%) in accordance with valid tax legislation.

23. EARNINGS PER SHARE

Basic and diluted earnings per share is calculated by dividing the net profit attributable to shareholders of the Company by the weighed average
number of ordinary shares in issue during the year, excluding treasury shares.

December 31, 2006 December 31, 2005

Income attributable to shareholders in CZK million
Weighted average number of ordinary shares in issue in thousands
Basic earning per share in CZK

1647 3053
2745 2 745
600 1112

24. DIVIDENDS PER SHARE

The dividends approved by Annual General Meeting in April 2006 and April 2005 were CZK 3 053 million (CZK 1 112 per share) and

CZK 4 409 million (CZK 1 606 per share) respectively.

25. CONTINGENCIES

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

The tax authorities have carried out full-scope tax audits at the Company
to the year 2004. 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.

At December 31, 2006 the banks have provided guarantees for the
security of liability for fiscal stamps and for the security of transit
operations within the EU countries in the amount of CZK 4 970 million
(2005: CZK 4 435 million) and for the Company’s current or future lease
obligations in the amount of CZK 40 million, equivalent in EUR 1.5 million
(2005: CZK 42 million, equivalent in EUR 1.4 million).

26. COMMITMENTS

Capital commitments
Capital expenditure contracted for at December 31, 2006 and 2005 but
not yet incurred by that date were nil and CZK 38 million respectively.

Operating lease commitments — where the Company is the lessee

The Company leases offices and warehouses under non-cancelable
operating lease agreements. The leases have varying terms, escalation
clauses and renewal rights.

The Company also leases various warehouses under cancelable operating
lease agreements. The Company is required to give from three to
twelve month notice for the termination of these agreements The lease
expenditure charged to the income statement during the year is disclosed
in Note 5.

The future aggregate minimum lease payments under non-cancelable operating leases are as follows:

2006 2005
No later than 1 year 58 58
Later than 1 year and not later than 5 years 116 174
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27. TRANSAKCE SE SPRIZNENYMI STRANAMI

Spriznénymi stranami se rozumi materské spolecnost a ostatni spolec¢nosti skupiny Altria Group, ¢lenové predstavenstva Spolecnosti, ¢lenové dozorci
rady Spole¢nosti, osoby blizké témto ¢lentim a spolecnosti se stejnymi ¢leny vedent.

Mezi spriznénymi stranami byly uskuteénény nasledujici transakce:

a) Prodej vyrobku, zboZi a sluzeb spoleénostem skupiny Altria Group
2006 2005

Prodej vyrobkd, zbozi a materialu

Materska spole¢nost 0 2

Dceriné spolecnost 881 2 285

Ostatni spriznéné strany 1408 878
Prodej sluzeb

Dceriné spolecnost 1 3

Ostatni spriznéné strany 8 10
Prefakturace 18 36
Vynosové troky

Vrcholové ovladajici spole¢nost 0 55

Dceriné spole¢nost 8 0

Ostatni spriznéné strany 55 36
Celkem 2379 3305
b) Nakup zbozi a sluzeb od spolec¢nosti skupiny Altria Group

2006 2005

Nékup zbo7i a materilu

Materska spole¢nost 0 1

Ostatni spriznéné strany 2 406 1807
Nékup sluzeb

Materska spole¢nost 0 1

Dcefiné spole¢nost 0 1

Ostatni spfiznéné strany 364 444
Licen¢nf poplatky placené

Ostatni spriznéné strany 413 571
Nékladové troky

Ostatni spfiznéné strany 1 1
Celkem 3184 2 826
c) Odmény klicovych ¢lent vedeni

Odmény klicovych ¢lent vedeni zahrnuji odmény ¢lend predstavenstva
a dozoré&( rady. Clenové predstavenstva a dozor&i rady, kteff jsou
zaméstnanci Spolec¢nosti nebo spole¢nosti skupiny Atria Group,
nedostavaji 7zadné dalsi odmény za plsobeni v predstavenstvu a dozoréf
radé. Odména ¢&lent predstavenstva a dozoréi rady, kteri nejsou
zameéstnanci Spolecnosti ani jiné spolecnosti z Altria Group, je stanovena
jako ro¢ni odmeéna.

Odmény ¢lenl predstavenstva a dozor¢i rady zahrnuji roéni plat, bonus
podle individuélniho vykonu, odstupné, Ghrady akciemi a ostatn{
nepenézni prijmy jako jsou pouzivani firemniho automobilu, cigarety,
prispévky na zavodni stravovani a piispévky na penzijni pripojistént, zivotn{
a Urazové pojisténi. Soucasti nepenéznich prjmd ¢lend predstavenstva,
kterf jsou zaméstnanci spolecnosti Philips Morris Management SA., je
navic Uhrada ndjemného a skolného.

2006 2005
Platby a ostatni kratkodobé pozitky 48 54
Pozitky pri ukonceni pracovniho poméru 1 3
Uhrady akciemi 30 37
Nepenézni prijmy 9 9
Celkem 88 103
d) Zistatky se spoleénostmi skupiny Altria Group
31. 12. 2006 31. 12. 2005
Pohledéavky za spriznénymi stranami
Dceriné spole¢nost 84 452
Ostatni spfiznéné strany 128 21
Celkem 212 473
Zévazky véi spfiznénym stranam
Ostatni spfiznéné strany 127 262
Pajcky
Ostatni spriznéné strany 3609 6711
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27. RELATED PARTY TRANSACTIONS

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

close to such members of management to be related parties.

The following transactions were carried out with related parties:

a) Sales of goods and services to affiliates within Altria Group
2006 2005

Sale of goods and material

Parent company - 2

Subsidiary 881 2 285

Other related parties 1408 878
Sale of services

Subsidiary 1 3

Other related parties 8 10
Recharges 18 36
Interest income

Ultimate parent company - 55

Subsidiary 8 -

Other related parties 55 36
Total 2379 3305
b) Purchase of the goods and services from affiliates within Altria Group

2006 2005

Purchase of goods and material

Parent company - 1

Other related parties 2 406 1807
Purchase of services

Parent company - 1

Subsidiary - 1

Other related parties 364 444
Royalties paid

Other related parties 413 571
Interest expense

Other related parties 1 1
Total 3184 2826
c) Key management compensation

Key management compensation reflects the remuneration of members
of the Board of Directors and the Supervisory Board. The members of
the Board of Directors and the Supervisory Board who are employees of
the Company or an entity within the Altria Group receive no additional
compensation for services as members of the Board of Directors and the
Supervisory Board. Remuneration of members of the Supervisory Board
who are non-employee of the Company or an entity within the Altria
Group comprises an annual fee.

The compensation of members of the Board of Directors and the
Supervisory Board comprises annual base salary, bonuses based on
individual performance, termination benefits, share-based payments and
other income in-kind such as cars for use, cigarettes, lunch allowances,
pension contribution, life and accident insurance. In addition to this,
the members of the Board of Directors who are employees of Philip
Morris Management Services S.A., have also other income in-kind such
as payment of rent and school fees.

2006 2005
Salaries and other short-term employee benefits 48 54
Termination benefits 1 3
Share-based payments 30 37
Income in-kind 9 9
Total 88 103

d) Balances with the affiliates within Altria Group

December 31, 2006

December 31, 2005

Receivables from related parties

Subsidiary 84 45?2

Other related parties 128 21
Total 212 473
Payables to related parties

Other related parties 127 262
Loans & Deposits

Other related parties 3609 6711
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Pajcky spriznénym stranam zahrnuji Grocené kratkodobé ptjcky
splatné na pozadanf (cash pool) ve vysi 609 miliond K& poskytnuté
spoleénosti Altria Finance Europe AG (2005: 6 711 miliéna K&),
a kratkodobou ptjcku splatnou do tif mésict ve vysi 3 000 miliénd Ké
poskytnutou spole¢nosti Philip Morris International Investments, Inc.
(2005: 0 miliona K&). Pljecka byla splacena dne 5. 1. 2007. Véechny
ptjcky jsou v rozvaze Spolecnosti vykazany jako soucast ,penéznich
prostredkl a penéznich ekvivalentd®.

28. NASLEDNE UDALOSTI

B&Zn4 vyse Urokové sazby z kratkodoby plij¢ek na pozadani (cash pool) je
stanovena jako noénf PRIMEAN minus 0,25%. Urokova sazba z krétkodobé
pUjcky poskytnuté spolecnosti Philip Morris International Investments, Inc.
je stanovena jako prislusny PRIBOR plus 0,325% v den obchodovéant.

Skutecné vyse Urokové sazby zavisi na aktualni situaci na penéznim trhu.
Priimérné vyse trokové sazby z kratkodobych pdijéek (cash pool) byla 1,822%
p.a. (2005: 1,649% p.a.). Prlimérna vyse Grokové sazby kratkodobé pdjcky
Philip Morris International Investments, Inc. byla 2,628% p.a. a kratkodobych
ptjcek poskytnutych spolecnosti Philip Morris Slovakia byla 2,375% p.a.

Po rozvahovém dni nedoslo k zadnym udélostem, které by mély vyznamny dopad na Gcetni zavérku k 31. 12. 2006.

Schvaleni ucetni zavérky

Uketni zavérka byla schvélena ke zvefejnénf predstavenstvem a byla z jeho povéteni podepsana.

16. 3. 2007

AnJa Fiedler
predsedkyné predstavenstva

Nicklas Blomqvist
¢len predstavenstva
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Loans and deposits to related parties include interest bearing on demand
deposit (cash pool) of CZK 609 million to Altria Finance Europe AG (2005:
CZK 6 711 million), and interest bearing short-term loan with maturity
less than three months in the total amount of CZK 3 000 million to
Philip Morris International Investments, Inc. (2005: nil). The loan of
CZK 3 000 million was repaid on January 5, 2007. Both on demand
deposit and short-term loan are classified as Cash and cash equivalents
in the Company’s balance sheet.

28. SUBSEQUENT EVENTS

Interest rate of on demand deposit is calculated as overnight
PRIMEAN - 0.25%. The interest rate of short-term loans to Philip
Morris International Investments Inc. was calculated as appropriate
PRIBOR + 0.325% on trade date.

The actual interest rates reflect the current money market and nature of
the loan. The average effective interest rate of the on demand deposits
was 1.822% p.a. (2005: 1.649% p.a.). The average effective interest rate
of short-term loans to Philip Morris International Investments, Inc. was
2.628% p.a. and to Philip Morris Slovakia 2.375% p.a.

No subsequent events have occurred after the December 31, 2006 that would have a material impact on these financial statements.

Statutory signatures

The financial statements were authorized for issue by the Board of Directors and have been signed below on its behalf.

March 16, 2007

Arua Fiedler
Chairman of the Board of Directors

Nicklas Blomqvist
Member of the Board of Directors
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ZPRAVA NEZAVISLYCH AUDITORU

AKCIONARUM SPOLECNOSTI PHILIP MORRIS CR a.s.

Zprava o ucetni zavérce

Ovetili jsme pilozenou Ggetni zavérku materské spolecnosti Philip Morris CR a.s. (déle ,Spole¢nost®), tj. rozvahu k 31. prosinci 2006, vykaz zisku
a ztréty, prehled o zménéch vlastniho kapitélu a prehled o penéznich tocich za rok 2006 a prilohu, véetné popisu podstatnych Gcetnich pravidel
(dale ,ucetni zavérka®). Udaje o Spolegnosti jsou uvedeny v bodé 1 pfilohy této Gcetni zavérky.

Odpovédnost predstavenstva Spole¢nosti za Géetni zavérku

Za sestaveni a vérné zobrazeni Gcetni zavérky v souladu s Mezindrodnimi standardy Gcetniho vykaznictvi ve znéni prijatém EU odpovidé
predstavenstvo Spole¢nosti. Soucéasti této odpovédnosti je navrhnout, zavést a zajistit vnitini kontrolu nad sestavovanim a vérnym zobrazenim
Gcetni zavérky tak, aby neobsahovala vyznamné nespravnosti zplsobené podvodem nebo chybou, zvolit a uplatriovat vhodné Gcetni pravidla

a provadét dané situaci primérené Gcetni odhady.

Uloha auditort

Nasi Glohou je vydat na zakladé provedeného auditu vyrok k této Gcetni zavérce. Audit jsme provedli v souladu se zakonem o auditorech platnym
v Ceské republice, Mezinarodnimi standardy auditu a souvisejicimi aplikaénimi dolozkami Komory auditort Ceské republiky. V souladu s témito
predpisy jsme povinni dodrzovat etické pozadavky a naplanovat a provést audit tak, abychom ziskali primérenou jistotu, ze Gcetni zavérka
neobsahuje vyznamné nespravnosti.

Audit zahrnuje provedeni auditorskych postupd, jejichz cilem je ziskat dtkazni informace o ¢astkéch a informacich uvedenych v Géetni
zavérce. Vlybér auditorskych postupt zavisi na Gsudku auditora, véetné posouzeni rizika vyznamné nespravnosti Udaji uvedenych v Gcéetni
zavérce zplsobené podvodem nebo chybou. PFi posuzovani téchto rizik auditor zohlednuje vnitini kontrolu relevantni pro sestavenf a vérné
zobrazeni Uc¢etni zavérky. Cilem tohoto posouzeni je navrhnout vhodné auditorské postupy, nikoli vyjadrit se k Gc¢innosti vnitini kontroly.
Audit téz zahrnuje posouzeni vhodnosti pouzitych Géetnich pravidel, primérenosti Gcetnich odhadd provedenych vedenim i posouzeni celkové
prezentace Ucetni zaverky.

Domnivame se, ze ziskané dikazni informace poskytuji dostatecny a vhodny zéklad pro vyjadreni naseho vyroku.
Vyrok

Podle naseho nazoru Gcetni zévérka podéava vérny a poctivy obraz financni pozice materské spolecnosti k 31. prosinci 2006, jejtho hospodarent
a penéznich tokl za rok 2006 v souladu s Mezinarodnimi standardy Géetniho vykaznictvi ve znéni prijatém EU.

PRICEVWATERHOUSE(QOPERS

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

PricewaterhouseCoopers Audit, s.r.o., se sidlem Katefinska 40/466, 120 00 Praha 2, IC: 40765521, zapsana v obchodnim rejsttiku
vedeném Méstskym soudem v Praze, oddil C, vlozka 3637, a v seznamu auditorskych spole¢nosti u Komory auditort Ceské republiky
pod osvédcéenim ¢. 021.
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INDEPENDENT AUDITORS’ REPORT

TO THE SHAREHOLDERS OF PHILIP MORRIS CR a.s.

Report on the Financial Statements

We have audited the accompanying parent company financial statements of Philip Morris CR a.s. (the “Company”), which comprise the balance
sheet as at 31 December 2006, the income statement, statement of changes in equity and cash flow statement for the year then ended and
notes, including a summary of significant accounting policies (the “financial statements™). Details of the Company are disclosed in note 1 to these
financial statements.

Board of Directors’ Responsibility for the Financial Statements

The Board of Directors is responsible for the preparation and fair presentation of the financial statements in accordance with International
Financial Reporting Standards as adopted by the EU. This responsibility includes: designing, implementing and maintaining internal control
relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with the Act
on Auditors of the Czech Republic, International Standards on Auditing and the related application guidance of the Chamber of Auditors of the
Czech Republic. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.

The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the Company’s
preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating

the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements give a true and fair view of the financial position of the parent company as of 31 December 2006, its

financial performance and its cash flows for the year then ended in accordance with International Financial Reporting Standards as adopted
by the EU.

PRICEVATERHOUSE(QOPERS

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

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

Déle jsme provedli provérku prilozené zpravy o vztazich mezi Spolecnosti a jeji ovladajici osobou a mezi Spolecnosti a ostatnimi osobami
ovladdanymi stejnou ovladajici osobou za rok konéici 31. prosince 2006 (déle ,Zprava™). Za Gplnost a spravnost Zpravy odpovida predstavenstvo
Spole¢nosti. Nasi Glohou je proveérit spravnost Gdajd uvedenych ve Zpréave.

Provérku jsme provedli v souladu s Mezinarodnim standardem pro provérky ¢. 2400 a souvisejicimi aplikacnimi dolozkami Komory auditor(

Ceské republiky k provérce zpravy. Tyto normy pozaduji, aby auditor naplanoval a proved! provérku s cilem ziskat stiedni miru jistoty, 7e Zprava
neobsahuje vyznamné nespravnosti. Provérka je omezena predevsim na dotazovéani zaméstnanc( Spoleénosti, na analytické postupy a vybérovym
zplsobem provedené provéreni vécné spravnosti (daji. Proto provérka poskytuje nizsi stupen jistoty nez audit. Audit jsme neprovadéli, a proto
nevydavame auditorsky vyrok.

Na zakladé nasi provérky jsme nezjistili zddné vyznamné vécné nesprévnosti v dajich uvedenych ve Zpréavé sestavené v souladu s pozadavky §66a
obchodniho zakoniku.

16. brezna 2007

oo wiliipuseSapecs Dl S 0.

PricewaterhouseCoopers Audit, s.r.o.
zastoupena

%WW%M@ Tl

Robert McCutcheon Ing. Pavel Kulhavy
partner auditor, osvédceni ¢. 1538

PRICEVATERHOUSE(QOPERS

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

PricewaterhouseCoopers Audit, s.r.o., se sidlem Katefinska 40/466, 120 00 Praha 2, IC: 40765521, zapsana v obchodnim rejstifku
vedeném Méstskym soudem v Praze, oddil C, vlozka 3637, a v seznamu auditorskych spole¢nosti u Komory auditorti Ceské republiky
pod osvédcéenim ¢. 021.
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Report on review of the Report on Relations

In addition we have also reviewed the accompanying report on relations between the Company and its controlling party and between
the Company and the other persons controlled by the same controlling party for the year ended 31 December 2006 (the “Report”). The
completeness and accuracy of the Report is the responsibility of the Board of Directors of the Company. Our responsibility is to review
the accuracy of information included in the Report.

We conducted our review in accordance with the International Standard on Review Engagements 2400 and related application guidance of

the Chamber of Auditors of the Czech Republic for review of the report on relations. These standards require that we plan and perform the review
to obtain moderate assurance as to whether the Report is free of material misstatement. A review is limited primarily to inquiries of Company
personnel, analytical procedures and examination, on a test basis, of factual accuracy of data. A review therefore provides less assurance than

an audit. We have not performed an audit and, accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the accompanying Report has not been properly prepared,
in all material respects, in accordance with the requirements of Article 66a of the Commercial Code.

16 March 2007

-
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PricewaterhouseCoopers Audit, s.r.o.
represented by

%W%Mm Tl ¢

Robert McCutcheon Pavel Kulhavy
Partner Auditor, Licence No. 1538

PRICEWATERHOUSE(COPERS

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

PricewaterhouseCoopers Audit, s.r.o., registered seat Katerinska 40/466, 120 00 Prague 2, Czech Republic, Identification Number: 40765521,
registered with the Commercial Register kept by the Municipal Court in Prague, Section C, Insert 3637, and in the Register of Audit Companies
with the Chamber of Auditors of the Czech Republic under Licence No 021.
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Zprava o vztazich mezi propojenymi osobami
za rok kon¢ici 31. 12. 2006

Nasledujici dopliujici informace vztahujici se k Géetnimu obdobi roku 2006 jsou poskytovany dle § 66a odstavce 9. zakona ¢. 513/1991 Sb,,
obchodniho zakoniku.

Definice
Ovlédan4 osoba:  Philip Morris CR a.s.
Ovlédajici osoba:  Philip Morris Holland B.V.

Propojené osoby: spolecnosti pifmo ¢i neprimo ovladané Philip Morris Holland B.V. jakoz i Altria Group, Inc., které je ovladajici osobou koncernu
na nejvyssi Grovni

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

V prabéhu roku 2006:

Spoleénost Smlouva Datum

Prodej materiélu, zbozi a sluzeb

Philip Morris Slovakia s.r.o. Distribu¢ni smlouva 1. ledna 2006
Philip Morris Slovakia s.r.o. Smlouva o poskytnuti pdjcky 9. ledna 2006
DIN Fabrika duvana a.s. Nis Smlouva o pronajmu 6. brezna 2006
DIN Fabrika duvana a.s. Nis Smlouva o poskytovani sluzeb 6. brezna 2006
CJSC Philip Morris Ukraine Smlouva o prodeji 30. brezna 2006
Philip Morris Polska S.A. Smlouva o pronajmu 1. z&ri 2006
Nékup materiélu, zboZi a sluzeb

Philip Morris Products S.A. Dodatek ¢. 4 k licen¢ni smlouvé 1. ¢ervence 2006
PMI Service Center Europe Sp. Z o.0. Smlouva o do¢asném pridéleni zaméstnancd 23. Fijna 2006
Philip Morris Kazakhstan LLP Kupni smlouva 1. prosince 2006

Ostatni pInéni a protiplnéni uvedené v priloze k Gcetni zévérce, v bodé 27, byla realizovana na zékladé vzajemnych dohod a objednévek, bez
uzavieni pisemnych smluv.

Jiné pravni Gkony a opatreni

Vyjma vyse uvedenych smluvnich vztaht nebyly mezi propojenymi osobami ucinény pravni kony, které byly v zajmu téchto osob, a ze strany ovladané
osoby nebyla prijata ani uskutecnéna zadna opatreni v zajmu nebo na popud ovladajici osoby v prabéhu predmétného tcetniho obdobi.

VSechna plnéni a protiplnéni mezi ovlddanou a ovladajici osobou, nebo ostatnimi propojenymi osobami, byla poskytovana na zékladé vyse uvedenych
smluv a vzajemnych dohod. Ovladané osobé nevznikla zddna Gjma v dasledku uzavieni zminénych smluv, prijatych plnéni nebo poskytnutych

protiplnéni. Transakce uskute¢néné mezi propojenymi osobami jsou podrobné uvedeny v priloze k Gcetni z&vérce, v bodé 27.

Dne 16. 3. 2007

Anja Fiedler Nicklas Blomqvist
predsedkyné predstavenstva ¢len predstavenstva
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Report on Relations between Related Parties
for the Year Ended December 31, 2006

The following additional disclosures are provided for the accounting period 2006 in accordance with the provision of Article 66a (9) of the Czech
Commercial Code.

Definitions
Controlled Entity: Philip Morris CR a.s.
Controlling Entity: Philip Morris Holland B.V.

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

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

During 2006:

Company Contract Conclusion date
Sales of goods and services

Philip Morris Slovakia s.r.o. Distribution Agreement January 1, 2006
Philip Morris Slovakia s.r.o. Credit Facility Agreement January 9, 2006
DIN Fabrika duvana a.s. Nis Rental Agreement March 6, 2006
DIN Fabrika duvana a.s. Nis Service Agreement March 6, 2006
CJSC Philip Morris Ukraine Sales Contract March 30, 2006
Philip Morris Polska S.A. Rental Agreement September 1, 2006
Purchase of goods and services

Philip Morris Products S.A. Amendment No. 4 to Licence Agreement July 1, 2006

PMI Service Center Europe Sp. Z o.0. Agreement on Temporary Assignment October 23, 2006
Philip Morris Kazakhstan LLP Contract of Purchase December 1, 2006

Other performances and counter-performances as specified in Notes to Financial Statements, Note 27, were fulfilled based on negotiated offers and
purchase orders without concluding written contracts.

Other legal acts and measures

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

All performances and counter-performances between the Controlled Entity and the Controlling Entity and/or the entities controlled by
the Controlling Entity were fulfilled based on the above-mentioned contracts or on negotiated offers. No detriment arose to the Controlled
Entity due to the said contracts, supplied performances or effected counter-performances. Related party transactions are detailed in the Notes
to Financial Statements, Note 27.

March 16, 2007

Anja Fiedler Nicklas Blomqvist
Chairman of the Board of Directors Member of the Board of Directors
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Ostatni informace pro akcionare

1. Informace o pfijmech, které byly za G¢etni obdobi
2006 prijaty vedoucimi osobami a ¢leny dozor¢i rady

Zakon &. 256/2004 Sb (Zakon o podnikani na kapitalovem trhu),
§ 118, stanovi povinnost uvadét informace o vSech penézitych
a naturalnich prijmech, které byly prijaty za Gcetni obdobi vedenim
Spole¢nosti a ¢leny dozor¢i rady od Spole¢nosti. Do skupiny vedeni
Spoleénosti jsou zahrnuty prijmy rediteld, jejichz funkce spadaji do
okruhu jmenovanych funkei v souladu s definici uvedenou v § 27,
odst. 5 Zakoniku préce.

Odmeéna c¢lent vedeni Spole¢nosti a dozoréi rady, kteri jsou
zaméstnanci Spole¢nosti, zahrnuje zakladni ro¢nf plat, bonus
vyplédceny na zakladé individualniho vykonu, Ghrady akciemi
a ostatni nepenézni zameéstnanecké vyhody jako napr. podnikova
auta, zaméstnanecké cigarety, prispévek na stravovani, penzijni
pojisteni a zivotni a Urazové pojistént.

Clenové vedeni, kteff nejsou zaméstnanci Spole¢nosti, jsou
zameéstnanci Philip Morris Management Services S.A. a jsou touto
spolecnosti také odmeénovani. Od Spoleé¢nosti dostavaji pouze
podnikova auta, zaméstnanecké cigarety a piispévek na stravovani.
Odmeéna clent dozorci rady, kterf nejsou zaméstnanci Spolecnosti,
predstavuje jednorazovou ro¢ni odmeénu.

Clenové vedeni Spole&nosti a dozordi rady, kteff jsou zaméstnanci
Spole¢nosti nebo jiné spolecnosti ve skupiné Altria, nemaji zadné
prijmy z titulu ¢lena predstavenstva a dozordi rady.

Informace o penézitych a naturélnich prijmech, které prijali za Gcetni
obdobf ¢lenové vedeni a ¢lenové dozordi rady z titulu jejich funkce
ve Spolecnosti od Spolecnosti a spole¢nosti ovladanych Spole¢nosti
(v tis. K&):

2006 2005
Penézity Naturalni | Penézity Naturalni
prijem piijem pfijem  prijem
Predstavenstvo 17 702 604 12239 1586
Dozor¢i rada 1719 102 4 203 105

2. Pocet zaméstnancu

K 31. 12. 2006 byl pocet zaméstnancd 1 068 (2005: 1 124), z toho
bylo 34 fidicich pracovnika (2005: 29). Ridic! pracovnici Spole¢nosti
zahrnuji zaméstnance, kterf jsou reditelé odbort a vedouci Gsekd.

3. Informace o poctu akcii vydanych Spolecnosti

K 31. 12. 2006 ¢&lenové dozoréi rady vlastnili 7 kust akcii (2005:
7 kus(), &lenové pFedstavenstva vlastnili jednu akcii (2005:
1 kus), a fidici pracovnici vlastnili 27 kusti akcif Spolegnosti (2005:
81 kus).

4. Odmény uhrazené auditorm za Gcetni obdobi

Spoleénost uhradila za rok 2006 odménu auditorské spolecnosti
ve vyéi 6 569 tis. K¢ za auditorské a souvisejici sluzby (2005:
6 363 tis. K& a 977 tis. K& (2005: 0 tis. K&) za ostatni danové
poradenstvi.

Skupina uhradila za rok 2005 odménu auditorské spolecnosti ve vysi
7 338 tis. K& za auditorské a souvisejici sluzby (2005: 7 117 tis. K&)
a 977 tis. K& (2005: O tis. K&) za ostatni dafiové poradenstvi.

5. Vyse dividendy za posledni tfi obdobi

Za rok 2005 Spole¢nost vyplatila dividendu na jednu akcii ve vysi
1112 Ke& (2004: 1606 Ke&) pred zdanénim. O tom, zda bude vyplacena
dividenda za Gc¢etni obdobi 2006 a v jaké vysi, rozhodnou akcionari na
radné valné hromade, kteréd se bude konat dne 24. 4. 2007.

6. Ostatni

Veskery dlouhodoby nehmotny a hmotny majetek byl financovan
z vlastnich zdroji Spolecnosti. V roce 2006 Spolecnost investovala
zejména do budov a staveb, nakupu vyrobniho zarizeni a vymény
vozového parku, viz. Priloha k Gcetni zavérce, bod 5.

K 31. 12. 2006 bylo vedenim Spoleénosti schvaleno porizeni
dlouhodobého majetku a to hlavné ndkup vyrobniho zarizeni.

Spole¢nost nenf G¢astna zadnych soudnich, spravnich nebo
rozhod¢ich rizeni, kterda by méla nebo mohla mit vyznamny vliv na
finanéni situaci Spolecnosti.

V Gcetnim obdobi 2006 nenastala zadna preruseni podnikani
Spolec¢nosti, ktera by méla nebo mohla mit vyznamny vliv na
finanéni situaci Spolecnosti.
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Other information for shareholders

1. Information on remuneration received by
Executives and Supervisory Board members
during the accounting period 2006

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

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

Non-employee Executives are employees of Philip Morris
Management Services S.A. and their remuneration is provided by
this company. The Company provides them with other remuneration
in kind such as cars for use, cigarettes and lunch allowances.
Remuneration of members of the Supervisory Board who are non-
employee comprises an annual fee.

Executives and members of Supervisory Board who are employees
of the Company or an entity within the Altria group of companies
receive no additional compensation for services as members of the
Board of Directors and Supervisory Board.

Information on all monetary income and income in kind received
by Executives and members of the Supervisory Board from the
Company or the entities controlled by the Company during the current
accounting year (in CZK 000"):

2006 2005
Monetary  Income | Monetary  Income
Income in Kind Income in Kind
Board of Directors 17 702 604 12239 1586
Supervisory Board 1719 102 4 203 105

2. Number of employees

At December 31, 2006 the number of employees was 1 068 (2005:
1 124) including 34 managers (2005: 29). Managers of the Company
include employees who are department heads and senior managers.

3. Information on the number of shares issued
by the Company

Members of the Supervisory Board owned 7 shares (2005: 7), the Board
of Directors owned 1 share (2005: 1), and other managers owned
27 shares (2005: 81) at December 31, 2006.

4. Fee paid to auditors

During the year 2006 the Company paid to its auditor fees in the
amount of CZK 6 569k for audit and audit related services (2005: CZK
6 363k) and CZK 977k (2005: CZK 0Ok) for other tax related services.

During the year 2006 the Group paid to its auditor fees in the amount
of CZK 7 338k for audit and audit related services (2005: CZK 7 117k)
and CZK 977k (2005: CZK 0k) for other tax related services.

5. Dividends for the last three accounting periods

For the accounting periods 2005 and 2004 the Company paid
dividends (before tax) of CZK 1 112 and CZK 1 606, respectively
per share. Disbursement of dividends for the 2006 accounting
period will be decided at the Annual General Meeting scheduled
for April 24, 2007.

6. Other

All investments in fixed assets were financed by the Company’s
own resources. In 2006 the main investments were in the area of
machinery & technical equipment, property and buildings and vehicle
replacement. See Note 5 of Footnotes to the Financial Statements.

At December 31, 2006 management had approved projects mainly
related to the acquisition of manufacturing equipment.

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

In 2006 no business interruptions occurred that had or might have
a significant effect on the financial situation of the Company.
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Clenové piedstavenstva a dozoréi rady
spolecnosti Philip Morris CR a.s.

Predstavenstvo:

Anja Fiedler, predsedkyné predstavenstva
Adresa do zaméstnani: Philip Morris CR a.s.,
Karlovo ndmésti 10, 120 00 Praha

Panf Fiedler v souc¢asné dobé zastavé pozici generélniho reditele
CZ, SK & HU. Zodpovidéa za celkové vysledky spole¢nosti
Philip Morris CR a.s., Philip Morris Slovakia s.ro. a Philip Morris Hungary Ltd.
Do spolecnosti Philip Morris CR a.s. pfisla v ¥jnu roku 2006 s témér
dvouletou praxi ziskanou ve spolecnosti Philip Morris International
v Lausanne, ve Svycarsku, kde ptisobila jako Vice President Business
Development & Planning pro region EEMA. Predtim, nez zacala
pracovat ve spole¢nosti Philip Morris International, Anja Fiedler prosla
vice nez ¢trnéctiletou praxi v oblasti marketingu a vSeobecného
managementu v odvétvi rychloobréatkového spotrebniho zbozi, kdy
pusobila ve spole¢nosti Unilever v Némecku, Svycarsku, Thajsku
a Jizni Africe.

Pani Fiedler promovala na University European Business School
v Oestrich-Winkel, Parizi a Londyné, kde ziskala titul v oboru
business administration (MBA).

Od zari roku 2006 je predsedkyni predstavenstva spole¢nosti
Philip Morris CR a.s.

Nicklas Blomqvist, ¢len predstavenstva
Adresa do zaméstnani: Philip Morris CRas.,
Karlovo namésti 10, 120 00 Praha

Pan Blomqvist za&al pracovat pro spole¢nost Philip Morris CR a.s.
v kvétnu roku 2004 na pozici reditele financi a IS CZ & SK. Zodpovida
za finanéni zéleZitosti, za informacdni sluzby a administrativni ¢innost
spoleénosti Philip Morris CR a.s. a Philip Morris Slovakia s.r.o.
Predtim, ne? zacal pracovat ve spole&nosti Philip Morris CR a.s.,
pusobil v pozici Director Finance ve spolecnosti Philip Morris Baltics
a Philip Morris Romania, kde byl také ¢lenem predstavenstva.
Nicklas Blomqvist méa vysokoskolské vzdélani v oboru business
administration.

Od dubna roku 2004 je Nicklas Blomqvist ¢lenem predstavenstva
spole¢nosti Philip Morris CR a.s.

Andreas Lenge, ¢len predstavenstva
Adresa do zaméstnani: Philip Morris CR a.s.,
Karlovo namesti 10, 120 00 Praha

Pan Lenge pfigel do spole&nosti Philip Morris CR a.s. v bieznu roku
2003, kdy zacal pracovat jako reditel marketingu. Zodpovidé za
marketingovou ¢innost spole¢nosti Philip Morris CR a.s. V roce
1990 zacal pracovat pro spole¢nost Philip Morris International,
s tiiletou praxi ziskanou v reklamni agenture BBDO. V roce 1996,
po Sestileté praxi v oblasti marketingu, byl jmenovén na pozici
Marketing Manager Philip Morris Greece. V roce 1999 presel do
Gstredi Philip Morris International v Lausanne, ve Svycarsku, jako
Director Marketing pro region EU.

Pan Lenge mé vysokoskolské vzdélani v oboru business admi-
nistration a ekonomie.

Od dubna roku 2003 je pan Lenge ¢lenem predstavenstva spo-
le¢nosti Philip Morris CR a.s.

Ing. Petr Karla, ¢len predstavenstva
Adresa do zaméstnani: Philip Morris CR a.s.,
Vitézné 1, 284 03 Kutné Hora

Pan Karla zacal pracovat ve spole¢nosti Philip Morris CR a.s. v roce
1991. Zastaval razné pozice v oddéleni engineering, oddéleni Gdrzby
a v oddélenf vyroby. V letech 1993 a 1996 absolvoval program
skoleni managementu spolec¢nosti Philip Morris International
v nékolika afilacich v Evropé, USA a v Ustredi spole¢nosti Philip Morris
International ve Svycarsku. V roce 1997 prevzal pozici Manager
Engineering pro véechny zavody Philip Morris CR a.s. V srpnu roku
2002 se premistil do Philip Morris Izhora, Petrohrad, Rusko, kde
putsobil jako Director Operations jednoho z nejvétsich zavodu
spolecnosti Philip Morris International. V srpnu 2004 byl jmenovéan
na pozici feditele vyroby spole¢nosti Philip Morris CR a.s. Zodpovida
za ¢innosti spojené s vyrobou a fizenim dodavatelskych retézcd.
Pan Karla ziskal vysokoskolské vzdélani na CVUT v Praze, v oboru
strojniho inZenyrstvi, se specializaci na technologie a strojni zarizen{
v oblasti zpracovavani potravin.

Od dubna roku 2004 je pan Karla ¢lenem predstavenstva spolecnosti
Philip Morris CR a.s.

Jiti Pribyl, ¢len predstavenstva
Adresa do zaméstnani: Philip Morris CRas.,
Karlovo namésti 10, 120 00 Praha

Pan Pribyl prisel do spolecnosti v roce 1992 jako obchodni zastupce,
po predchozi praxi v Casinos Czechoslovakia a.s. V letech 1995 az
2001 se specializoval na rizenf klicovych zékaznikd& a mél na starosti
nejvétsi tuzemské a mezinarodnf klienty spole¢nosti. V roce 2001
byl jmenovan do pozice manazer prodeje a distribuce spolecnosti
Philip Morris Slovakia s.r.o. a v roce 2003 do své soucasné pozice
¥editel prodeje a distribuce spole&nosti Philip Morris CR a.s.
Zodpovida za ¢innost Spoleénosti v oblasti prodeje a distribuce.
Pan Pribyl ma gymnazialni stredoskolské vzdélant.

Od dubna roku 2004 je pan Pribyl ¢lenem predstavenstva spole¢nosti
Philip Morris CR a.s.

Danica Sivakova, ¢lenka predstavenstva

Pani Danica Sivdkovéa se vzdala ¢lenstvi v predstavenstvu
26. 9. 2006 v souvislosti se svym odchodem ze Spolec¢nosti ke konci
listopadu 2006. Do data sestaveni Gcetni zavérky nebyl proveden jeji
vymaz v obchodnim rejstriku.
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Board of Directors and Supervisory
Board members of Philip Morris CR a.s.

Board of Directors:

Anja Fiedler, Chairman of the Board of Directors
Working address: Philip Morris CR a.s.,
Karlovo ndmésti 10, 120 00 Praha

Ms. Fiedler is currently Managing Director CZ, SK & HU with the
responsibility for overall business results of Philip Morris CR a.s.,
Philip Morris Slovakia s.r.o. and Philip Morris Hungary Ltd.
She joined Philip Morris CR a.s. in October 2006 with almost
2 years at Philip Morris International in Lausanne, Switzerland
as Vice President Business Development & Planning for EEMA
Region. Before joining Philip Morris International, she had
more than 14 years experience in marketing and general
management in the fast moving consumer goods industry gained
at Unilever in Germany, Switzerland, Thailand and South Africa.

Ms. Fiedler graduated from the University European Business School
in Oestrich-Winkel, Paris and London with a degree in business
administration (MBA). She was appointed a Chairman of the Board
of Directors of Philip Morris CR a.s. in September 2006.

Nicklas Blomqvist, member of the Board of Directors
Working address: Philip Morris CR a.s.,
Karlovo namésti 10, 120 00 Praha

Mr. Blomavist joined Philip Morris CR a.s. in May 2004 as Director
Finance & IS CZ & SK with the responsibility for finance, information
services and administration in Philip Morris CR a.s. and Philip Morris
Slovakia s.r.o. Before joining Philip Morris CR a.s., he worked as
Director Finance in Philip Morris Baltics and Philip Morris Romania
and he was as well as a member of Board of Directors. Mr. Blomqvist
holds a university degree in business administration. Mr. Blomqvist
is a member of the Board of Directors of Philip Morris CR a.s. since
April 2004.

Andreas Lenge, member of the Board of Directors
Working address: Philip Morris CR a.s.,
Karlovo ndmeésti 10, 120 00 Praha

Mr. Lenge joined Philip Morris CR a.s. in March 2003 as Director
Marketing CR with the responsibility for the Company’s marketing
activities. He started in Philip Morris International in 1990 with
3 years of experience gained in BBDO advertising agency. In 1996,
after 6 years of marketing experience in Philip Morris Germany,
he was appointed Marketing Manager Philip Morris Greece.
In 1999 he was appointed Director Marketing EU region in Philip Morris
International Headquarter in Switzerland. Mr. Lenge holds a university
degree in business administration and economics. Mr. Lenge
is a member of the Board of Directors of Philip Morris CR a.s.
since April 2003.

Ing. Petr Karla, member of the Board of Directors
Working address: Philip Morris CR a.s.,
Vitézna 1, 284 03 Kutna Hora

Mr Karla joined Philip Morris CR a.s. in 1991 holding various
positions in Engineering, Maintenance and Manufacturing. Between
1993 and 1996 he participated in the Philip Morris International
management training program in several affiliates in Europe,
USA and Philip Morris International Headquarter in Switzerland.
As of 1997 he assumed position of Manager Engineering for all
Philip Morris CR a.s. industrial sites. In September 2002 he moved to
Philip Morris Izhora, St. Petersburg, Russia, as Director Operations of
one of the largest Philip Morris International factory. In August 2004
he was appointed Director Operations PM CZ at Philip Morris CR a.s.
with responsibility for the Company’s Manufacturing and Supply
Chain activities. Mr. Karla graduated from the CVUT University of
Prague with a degree Mechanical Engineering specialized in food
processing technology and equipment. Mr. Karla is a member of
the Board of Directors of Philip Morris CR a.s. since April 2004.

Jifi Pfibyl, member of the Board of Directors
Working address: Philip Morris CR a.s.,
Karlovo namésti 10, 120 00 Praha

M. Piibyl joined Philip Morris CR a.s. in 1992 as a Sales Representative
after previous experience from Casinos Czechoslovakia a.s. During
the period from 1995 to 2001 he specialized in key account
management, working with the largest local and international
clients of the company. In 2001 he was appointed to the position
of Manager Sales and Distribution Philip Morris Slovakia s.r.o. and in
2003 to his current position of Director Sales and Distribution CZ.
with responsibility for the Company’s Sales and Distribution activities.
Mr. Pribyl holds a certified gymnasium secondary education.

He is a member of the Board of Directors of Philip Morris CR a.s.
since April 2004.

Danica Sivakova, member of Board of Directors

Mrs. Danica Sivakova resigned from the Board of Directors on
September 26, 2006 in connection with her leave of the Company at
the end November 2006. She was not erased from the Commercial
Register by the date of preparation of the financial statements.
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Dozor¢i rada:

Jacek Olczak, predseda dozorci rady
Adresa do zaméstnani: Philip Morris GmbH,
Fallstrasse 40, 81369 Mnichov, Némecko

Pan Olczak zastéva pozici Managing Director Germany and Austria.
Svou profesionalni drahu zacal v roce 1993 u spolec¢nosti Philip Morris
Polska S.A. jako Manager Finance and Administration. V roce 1995
byl jmenovan do funkce Manager Internal Controls v sidle spole¢nosti
Philip Morris International v Lausanne, ve Svycarsku. V letech 1996 aZ
1999 pan Olczak zastaval rtizné pozice se stéle vétsi zodpovédnosti
v oddélenti financi a vyroby ve spolecnosti Philip Morris Polska S.A. V roce
1999 byl jmenovan do pozice Director Sales and Distribution a v roce
2002 prevzal funkci Managing Director Philip Morris Romania SRL. V roce
2003 byl jmenovan do funkce Managing Director Philip Morris Polska S.A.
a v roce 2004 se oblast jeho zodpovédnosti rozsitila i na Pobaltské zemé.
Od zari 2000 pan Olczak zastéval pozici Area Vice President Central
Europe, a to do fijna 2006, kdy byl jmenovan do své soucasné pozice.
Pan Jacek Olczak dosahl magisterského univerzitniho titulu v oboru ekonomie.
V roce 2006 byl pan Jacek Olczak jmenovan do dozoréi rady spo-
le¢nosti Philip Morris CR a.s. jako predseda predstavenstva.

Mezi jeho dalsi funkce patri:

Pan Olczak byl ¢lenem predstavenstva spole¢nosti Philip Morris
Polska S.A. v obdobi od 1. 10. 1999 do 30. 6. 2002, a opét od
1. 4. 2003 do 1. 9. 2005. Od 5. 5. 2006 je ¢lenem a predsedou
dozoréi rady spolecnosti Philip Morris Hungary Ltd.
Od 24. 11. 2006 je pan Olczak ¢lenem predstavenstva spolecnosti
Philip Morris GmbH. V obdobi od 24. 5. 2006 do 7. 2. 2007
byl pan Olczak ¢lenem predstavenstva litevského subjektu
UAB Philip Morris Baltic. Je nadéle ¢lenem predstavenstva v jiném
litevském subjektu UAB Philip Morris Lietuva.

Mark Saine, ¢len dozordi rady
Adresa do zaméstnani: Philip Morris International Management SAA.,
Av. de Cour 107, 1007 Lausanne, gv?carsko

V soucasné dobé pan Saine zastavéa pozici Vice President EU
Finance ve Philip Morris International Management S.A.; zodpovida
za finanéni zélezitosti spolecnosti v Regionu EU. V roce 1984 prisel
do spole¢nosti Philip Morris USA a od té doby ziskéaval zkusenosti
v oblasti marketingovych rozpoctd a analyz, Géetnictvi a administrativy,
finanéniho planovani, controllingu a obecné v oblasti financi.

V dobé od prosince 2001 do Fijna 2004 zastéval pozici finanéni
feditel spole¢nosti Philip Morris Japan K.K. V lednu 2005 byl pan
Saine jmenovén do pozice Sole Director ve spolecnosti Philip Morris S.r.l.
V ¢ervnu 2005 byl jmenovan do pozice Manager spolec¢nosti
Philip Morris Belgium B.V.B.A. a v fijnu 2005 byl jmenovan do pozice
Manager spolecnosti Philip Morris Luxembourg S.a.r.l.

V roce 1982 ziskal bakalarsky titul v oboru business administration
na americké Virginia Commonwealth University a v roce 1984 ziskal
magistersky titul v oboru business administration na College of William
& Mary, USA.

Od dubna roku 2006 je pan Saine ¢lenem dozor¢i rady spolecnosti
Philip Morris CR a.s.

Mezi jeho dal$i funkce patii:

V dobé od 28. 3. 2002 do 1. 11. 2004 byl pan Saine v predstavenstvu
Philip Morris Japan K.K.

Pan Saine je ¢lenem predstavenstva v nasledujicich spolec¢nostech:
Philip Morris Belgium S.A., Philip Morris Luxemburg S.A., Acrin
(Tobaccos) Ltd., Charles Stewart & Co. (Kirkcaldy) Ltd., George Dobie
& Son Ltd., Godfrey Phillips Ltd., Marlboro World Championship
Team Ltd., Park (U.K.) Ltd., Park Tobacco Ltd., Philip Morris & Company
(UK) Ltd., Philip Morris Ltd., The United Kingdom Tobacco Company Ltd.,
Philip Morris Italia S.r.L., Papastratos Cigarette Manufacturing
Company S.A., Philip Morris Aktiebolag, Philip Morris ApS.

Pan Saine je mistopredsedou prestavenstva ve spoleénostech
Philip Morris Spain, S.L. Sociedad Unipersonal a Philip Morris
International Service Center.

Pan Saine je ¢lenem dozoréi rady ve spole¢nostech Philip Morris
Hungary Cigarette Trading Ltd. a Philip Morris Polska S.A.

Robert Hutchison, ¢len dozor¢i rady
Adresa do zaméstnani: Philip Morris International Management S.A.,
Rte de Chavannes 35, Vidy, Lausanne 1001, Svycarsko

Pan Hutchison v soucasné dobé zastava pozici Director Financial
Controls & Fiscal Compliance v Ustredi spolecnosti Philip Morris
International v Lausanne, ve Svycarsku. V roce 1992 zacal pracovat
pro spolecnost Philip Morris International v Turecku, pred tim byl
partnerem v auditorské firmé Coopers & Lybrand (nynf sou&ést
spole¢nosti PricewaterhouseCoopers). V roce 1996 presel do
spole¢nosti Philip Morris CR a.s. jako feditel financ a IS a zastaval tuto
funkci do dubna 2004, kdy byl jmenovan do své soucasné pozice.
Pan Hutchison je diplomovany skotsky autorizovany Gcetni znalec.

V obdobi od roku 1996 do dubna roku 2004 byl ¢lenem predstavenstva
a od dubna roku 2004, po svém névratu do Svycarska, je ¢lenem
dozoréi rady spole¢nosti Philip Morris CR a.s.

Prof. Ing. Jifi Davidek, DrSc., ¢len dozorci rady
Adresa do zaméstnani: Vysoka skola chemicko-technologické,
Technicka 5, Praha

Vysokoskolsky profesor Ustavu chemie a analyzy potravin, Vysokéa
Skola chemicko-technologické Praha. Je autor nebo spoluautor 15 knih
(9 cizojazyénych), vice jak 330 publikaci ve védeckych ¢asopisech
a priblizné stejného poctu prednasek doma i v zahranici.

Je ¢lenem Americké spole¢nosti potravinarskych technologd,
redakéni rady casopisu Czech J. of Food Sciences, redakéni rady
Casopisu Biomedical and Environmental Sciences, Odborné rady pro
udélovani narodni znacky Klasa. Je také predseda Odborné skupiny
pro potravinatskou a agrikulturni chemii Ceské spole¢nosti chemické
a narodni delegat v Divizi potravinérské chemie, Federace Evropskych
Chemickych Spolegnosti (FECS).

Béhem poslednich péti let nebyl ¢lenem predstavenstva ani dozorci
rady jakékoliv jiné spolecnosti.

Petr Bubenicek, zastupce zaméstnanct v dozor¢i radé
Adresa do zaméstnani: Philip Morris CR a.s.,
Vitézna 1, 284 03 Kutné Hora

Pan Bubeni¢ek zadal pracovat ve spolegnosti Philip Morris CR a.s. jako
vedouci smény v zavodé Kutné Hora v tnoru roku 1996 po dvouleté
praxi s Fzenim u spole¢nosti Johnson Controls v Ceské republice
- vyroba umélohmotnych odlitki odlévanim pod tlakem. V roce
2000 byl jmenovan na pozici vedouci vyroby. Od brezna 2006 psobi
ve spole¢nosti Philip Morris CR a.s. na pozici specialista bezpednost-
nich programd; zodpovidé za oblast bezpec¢nosti ve spole¢nosti
Philip Morris CR a.s., za strategii, standardy, zavadéni postupdi a za
dodrzovéni veskerych prislusnych zékon(, pravnich predpist a narizen.
Pan Bubenicek absolvoval stredni priimyslovou $kolu, obor chemie.
V roce 2002 byl v souladu se zékonem o obchodovani na kapitalovém
trhu zvolen zaméstnanci spole¢nosti Philips Morris CR a.s. jako jejich
zastupce do dozordi rady.

Vratislava Hrdlickova, zastupkyné zaméstnancd v dozorci radé
Adresa do zaméstnani: Philip Morris CR a.s.,
Karlovo ndmeésti 10, 120 00 Praha

Pani Hrdlickova zacala v nasi spole¢nosti pracovat v lednu roku 2002
v oddéleni lidskych zdrojd jako systémovy analytik, po desetileté
zkusenosti v oblasti lidskych zdroji a systému. Pred rokem 1998
pusobila v oddé&leni prenosové technologie v Ceské televizi a v letech
1998-2001 zastévala rizné pozice v oddéleni lidskych zdroja ve
spole¢nosti Cesky Telecom. V breznu roku 2004 byla jmenovéna na
svou soucasnou pozici vedouci personélnich systém( a administrativy.
Pani Hrdlickovd maturovala na stredni skole, obor automatizacni
technika.

Pani Hrdlickové byla v breznu 2006 zvolena zaméstnanci spolecnosti
Philip Morris CR a.s. jako jejich zastupkyné& do dozoré&f rady.
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Supervisory Board:

Jacek Olczak, Chairman of the Supervisory Board
Working address: Philip Morris GmbH,
Fallstrasse 40, 81369 Munich, Germany

Mr. Olczak is Managing Director Philip Morris Germany and Austria. He began
his professional career with Philip Morris International in 1993 in Philip Morris
Polska SA. as Manager Finance and Administration. In 1995 he was appointed
as Manager Internal Controls in the Headquarters of Philip Morris International
in Lausanne, Switzerland. From February 1996 till 1999 Mr. Olczak held various
positions of increasing responsibility in Finance and Operations department
in Philip Morris Polska SA. In 1999 he was appointed Director Sales and
Distribution and in 2002 he took the position of Managing Director Philip Morris
Romania SRL. In 2003 he was appointed Managing Director Philip Morris
Polska SA. and in 2004 his area of responsibilities were extended to Baltic States.
As of September 2005 Mr. Olczak held the position of Area Vice President Central
Europe until October 2006, when he was appointed to his current position.
Mr. Olczak holds Masters Degree in Economics.

Mr. Olczak is a Chairman of the Supervisory Board of Philip Morris CR a.s.
since April 2006.

His other appointments include:

Mr. Olczak was a member of the Board of Directors of Philip Morris
Polska S.A. in the period from October 1, 1999 until June 30, 2002,
and from April 1, 2003 until September 1, 2005. He is a member and
the Chairman of the Supervisory Board of Philip Morris Hungary Ltd.
since May 5, 2006. Mr. Olczak is a member of the Management Board of
Philip Morris GmbH since November 24, 2006.

Mr. Olczak was a member of the Board of Directors in a Lithuanian entity
UAB Philip Morris Baltic from May 24, 2006 till February 7, 2007. He
continues to be a member of the Board of Directors in another Lithuanian
entity UAB Philip Morris Lietuva.

Mark Saine, member of the Supervisory Board
Working address: Philip Morris International Management SA.,
Av. de Cour 107, 1007 Lausanne, Switzerland

Mr. Mark Saine is currently Vice President EU Finance at Philip Morris
International Management S.A. with responsibility for companies’ financial
issues in the EU Region. He joined Philip Morris USA in 1984 and since
then he gained experience in Marketing Budgets & Analysis, Accounting &
Administration, Financial Planning, Controlling and Finance in general.

From December 2001 to October 2004 he was appointed Finance Director
of Philip Morris Japan K.K. On January 12, 2005, Mr. Saine was appointed
Sole Director of Philip Morris S.r.l. Mr. Saine was elected as Manager of
Philip Morris Belgium B.VB.A. on June 29, 2005. He was elected as Manager
of Philip Morris Luxembourg S.a.r.l. on October 28, 2005.

He obtained a Bachelor Degree in Business from the Virginia Commonwealth
University, USA in 1982 and in 1984 Master’s Degree in Business from
the College of William & Mary, USA.

Mr. Mark Saine is a member of the Supervisory Board of
Philip Morris CR a.s. since April 2006.

His other appointments include:

Mr. Saine was a member of the Board of Directors of Philip Morris Japan K.K.
from March 28, 2002 to November 1, 2004.

Mr. Saine was appointed as a member of the Board of Directors of the
following companies:

Philip Morris Belgium S.A., Philip Morris Luxemburg S.A., Acrin (Tobaccos)
Ltd., Charles Stewart & Co. (Kirkcaldy) Ltd., George Dobie & Son Ltd.,
Godfrey Phillips Ltd., Marlboro World Championship Team Ltd., Park (UK) Ltd,,
Park Tobacco Ltd., Philip Morris & Company (UK) Ltd., Philip Morris Ltd.,
The United Kingdom Tobacco Company Ltd., Philip Morris Italia SrL.,
Papastratos Cigarette Manufacturing Company S.A., Philip Morris
Aktiebolag, Philip Morris ApS.

Mr. Saine was appointed Vice Chairman of the Board of Directors
of Philip Morris Spain, S.L. Sociedad Unipersonal and Philip Morris
International Service Center.

Mr. Saine was appointed member of the Supervisory Board of Philip Morris
Hungary Cigarette Trading Ltd. and Philip Morris Polska S.A.

Robert Hutchison, member of the Supervisory Board
Working address: Philip Morris International Management SA.,
Rte de Chavannes 35, Vidy, Lausanne 1001, Switzerland

Mr. Hutchison is currently Director Financial Controls & Fiscal Compliance at
Philip Morris International Headquarters in Lausanne, Switzerland. He joined
Philip Morris International in Turkey in 1992 after having been a partner in
the audit firm Coopers & Lybrand (now part of PricewaterhouseCoopers).
In 1996 he joined Philip Morris CR a.s. as Director Finance and IS and
held this position until April 2004, when he was appointed to his current
role. From 1996 to April 2004 he was a member of the Board of Directors
and since April 2004 he is a member of the Supervisory Board
of Philip Morris CR a.s. Mr. Hutchison is a qualified Scottish Chartered
Accountant.

Prof. Ing. Jifi Davidek, DrSc., member of the Supervisory Board
Working address: The University of Chemistry and Technology,
Technicka 5, Praha

Mr. Davidek is a University Professor at the Institute of Chemistry and Food
Analysis. He is the author or co-author of 15 books (9 foreign-language
ones), more than 330 articles published in scientific magazines, and the
author of approximately the same number of lectures and advice delivered
in the Czech Republic and abroad.

He is a member of the American Association of Food Technologists,
a member of the Editorial Board of the Czech J. of Food Sciences magazine,
a member of the Editorial Board of the Biomedical and Environmental
Sciences magazine, a member of the Professional Board for Granting of
the National Brand “Klasa”. Professor Davidek is also the Chairman of the
Professional Group for the Food and Agricultural Chemistry of the Czech
Chemical Society, and a national delegate to the Division of Food Chemistry,
the Federation of European Chemical Societies (FECS).

For the period of the past five years he has not been appointed a member
of a Board of Directors or Supervisory Board of any other company.

Petr Bubenicek, employees’ representative in the Supervisory Board
Working address: Philip Morris CR a.s.,
Vitézna 1, 284 03 Kutna Hora

Mr. Bubenicek joined Philip Morris CR a.s. as a Shift Leader in Kutna Hora
Factory in February 1996 with 2 years of supervisory experience in the
plastics die-casting industry gained at Johnson Controls in Czech Republic.
In 2000 he was appointed to the position of the Secondary Production
Supervisor. Since March 2006 he is Safety Management Programs
Specialist with responsibility for the safety policy, standards, procedures
implementation and for the factory compliance with all applicable laws,
codes and regulations. Mr. Bubenicek completed A level in the Secondary
Technical School of Chemistry.

In 2002 he was elected by Philip Morris CR a.s. employees as their
representative in the Supervisory Board.

Vratislava Hrdlickova, employees’ representative in the Supervisory Board
Working address: Philip Morris CR a.s.,
Karlovo namésti 10, 120 00 Praha

Ms Hrdlickové joined our company in January 2002 as a Systems Analyst
in Human Resources Department, bringing with her 10 years of experience
in systems and Human Resources area. Prior 1998 she worked in the
Transmission Technology Department of the Czech Television and between
1998 and 2001 she held several positions in the Human Resources
department of the Czech Telecom. In March 2004 she was appointed to
her current position of Supervisor HR Systems & Personnel Administration.
Ms Hrdli¢kova holds a leaving exam from High school, branch Automation
Engineering.

She was elected by Philip Morris CR a.s. employees as their representative
in the Supervisory Board in March 2006.
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