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zprava predstavenstva
report of the board of directors



Philip Morris CR a.s. je prednim vyrobcem
a prodejcem tabakovych vyrobkd v Ceské
republice. Dospélym zakaznikam nabizi
oblibené mezinérodni a domaci znacky
cigaret, jako jsou Marfboro, LEM, Petra

a Sparta ve vice nez padeséti variantach,
které pokryvaji siroké spektrum vyrobkd,
pokud jde o chut i cenovou Uroven.

Philip Morris CR a.s. je spole¢nostf ve
skupiné Philip Morris International, Inc.
Spole¢nost Philip Morris CR a.s. vlastni
99 % podil ve spolecnosti Philip Morris
Slovakia s.r.o., ktera je registrovana ve
Slovenské republice.

Zprava predstavenstva
Zpréva predstavenstva vychazi

z konsolidovanych finanénich vykaz(
Philip Morris CR a.s. a Philip Morris
Slovakia s.r.o., které byly pripraveny
v souladu s Mezinarodnimi standardy
Géetniho vykaznictvf (IFRS).

Konsolidované hlavni tdaje (v milionech k&)

Rok koncici 31. 12.

2007 2006
Trzby bez spotrebni dané a DPH 10 369 10 031
Zisk pred zdanénim 2613 2572
Zisk po zdanéni 1968 1906
Zisk na akcii (v K&) 717 694
Celkovy odbyt (v miliardach jednotek) 23,5 23,0

Podnikani v Ceské republice

Objem domaciho odbytu v roce 2007 vzrostl v porovnani

s predchozim rokem o 3,1 %, coz zejména odréazi vyssi prodeje do
obchodnich retézcli pred zvysenim spotrebni dané od 1. 1. 2008,
Céstedné snizené o ztréatu trzniho podilu ve prospéch levnéjsich
konkurencnich znacek. Viyznamné posileni odbytu znacky

Red & White bylo ¢astecné oslabeno snizenim odbytu nasich
ostatnich znacek.

| pres nérist objemu odbytu ¢isté
trzby v tuzemsku bez spottebni dané
a DPH poklesly 0 2,3 % v porovnani

s predchozim rokem. Tento pokles
levnych znacek na celkovych prodejich
a Castécné byl kompenzovan priznivou
cenovou strategil Spolecnosti.

Podle maloobchodniho vyzkumu
agentury ACNielsen poklesl podil nasich
znacek na domécim trhu o priblizné
4.7 procentnich bodd na 57,9 %

v porovnani s rokem 2006. Pokles
levnéjsich konkurencnich znacek po
zvySeni spotiebni dané od 1. 3. 2007.

V kvétnu 2007 oznamila spolecnost
Philip Morris CR a.s. plan na konsolidaci
vyrobnich aktivit do tovarny v Kutné
Hore a ukondeni vyroby ve vyrobnim
zafizeni ve Straznici ke konci

srpna 2007. Cilem této restrukturalizace je zvyseni vyrobni
konkurenceschopnosti s ohledem na ménici se podminky trhu.
Zafizen( ve Straznici véetné infrastruktury bude vyuzivano pro
aktivity spojené se skladovanim tabéku. Timto rozhodnutim bylo
dotceno tricet Sest pracovnich pozic ve Straznici, ale patnacti
pracovnikim byly nabidnuty nové pozice v tovarné v Kutné Hore.
Spole¢nost nabidla kompenzacni plan tém pracovnikim, se
kterymi byl rozvazan pracovni pomér i tém, ktefi se nemohli ¢i
nechtéli premistit do Kutné Hory. Odchazejicim zaméstnanctim
byl nabidnut poradensky servis pri hledani novych pracovnich
prilezitosti, pravni pomoc a asistence pri rekvalifikaci.
Restrukturalizace pfinesla spole¢nosti Philip Morris CR a.s.
mimoradné naklady pred zdanénim ve vysi 44,1 miliona Kc.
Odhadujeme, ze konsolidace a investice do nového zafizeni

v kutnohorské tovarné prinesou rocné tspory v hrubé vysi
priblizné 17 miliond K.

Podnikéni na Slovensku

Objem domaciho odbytu na Slovensku vzrostl v roce 2007

ve srovnani s predchozim rokem o 3,7 %, coz odrézi obnoveni
celkového trhu po podstatném zvyseni spotfebni dané v roce
2006. Celkovy odbyt vzrostl prevazné ve druhé poloviné roku
2007 poté, co spoleénost Philip Morris Slovakia s.r.o. uvedla na
trh vyrobky s mensim podtem kusd cigaret v krabicce v levném
cenovém segmentu.

Po poklesu trzniho podilu v roce 2006 se trzni podil spolecnosti
Philip Morris Slovakia s.r.o. v roce 2007 stabilizoval. Podle
maloobchodniho vyzkumu agentury ACNielsen doslo k poklesu
trzniho podilu spole¢nosti na domacim trhu o 3,4 procentnich



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

as Marlboro, 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.
Philip Morris CR a.s. has a 99%
interest in Philip Morris Slovakia s.r.o.
registered in the Slovak Republic.

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

2007 2006
Revenues, net of excise tax and VAT 10 369 10 031
Pre-tax income 2613 2572
Net Income 1968 1906
Earnings per share (CZK) 717 694
Total Shipments (bio units) 235 23.0

Business in Czech Republic

2007 Czech domestic shipments increased 3.1% versus the prior
year, primarily reflecting increased trade purchases ahead of the
January 1, 2008 excise tax increase partially offset by market
share losses to lower priced competitive brands. Strong gains
for Red & White were partially offset by lower shipments of our
other brands.

Despite the increase in shipments, domestic revenues net of excise
tax and VAT declined by 2.3 % versus the prior year mostly reflecting
unfavorable product mix, partially offset by favorable pricing.

According to Retail Audit research
conducted by the ACNielsen agency, our
market share in the total Czech retail
market declined by approximately

4.7 percentage points to 57.9% versus 2006,
primarily driven by the availability

of lower priced competitive brands after
the March 1, 2007 excise tax increase.

In May 2007, Philip Morris CR as.
announced plans to consolidate its Czech
manufacturing activities in the Kutn
Hora factory and to cease production

at its Straznice manufacturing facility

by the end of August 2007. Thirty six
positions were affected in StraZnice but
about fifteen new job opportunities were
offered to PM CR Straznice employees in
Kutné Hora. The restructuring is aimed at
increasing manufacturing competitiveness
in light of changes in market conditions
and brand mix. The Straznice facility

and its infrastructure will principally be
utilized for leaf warehousing activities. The Company offered

a compensation scheme to those who were terminated or
were unable or unwilling to accept a job offer in Kutna Hora.
Additionally, outplacement consulting services, counseling
and retraining assistance was made available to employees.

As a result of the consolidation, Philip Morris CR a.s. incurred
in 2007 an extraordinary pre-tax charge of CZK 44.1 million.
The consolidation and related investment in new equipment in
our Kutné Hora Factory will result in estimated annual pre-tax
savings of approximately CZK 17 million.

Business in Slovakia

2007 PM Slovakia s.r.o. shipments increased by 3.7% versus
the prior year, reflecting a recovery of the total market after
the substantial excise tax increase in 2006. Shipments

grew primarily in the second half of 2007 after PM Slovakia
introduced cigarette packs with lower stick count in the lower
priced segment.

Following the decline in market share in 2006, PM Slovakia’s
market share stabilized in 2007. On a total year basis, according
to Retail Audit research conducted by the ACNielsen agency,
our market share in the total Slovak retail market declined

by 3.4 percentage points to 52.4% versus 2006, due mainly

to the availability of lower priced competitive brands and the
introduction during the second half of 2006 of competitive
cigarette packs with lower stick count.

Despite the increase in shipments, PM Slovakia s.r.o. revenues,
net of excise tax and VAT, declined by 3.0 % versus the prior year



bodt na 52,4 % v porovnani s rokem 2006. Tento pokles byl
prevazné zapiicinén dostupnosti levnéjsich konkurenénich
znacek v kombinaci s uvedenim konkurencich vyrobkd s mensim
poctem kust cigaret v krabi¢ce v druhé poloving roku 2006.

| pres narlist objemu odbytu, &isté trzby
bez spotrebni dané a DPH v mistnf
méné poklesly 0 3,0 % v porovnéni

s predchozim rokem. Tento pokles byl
zapricinén zvysenym podilem levnych
znadek na celkovych prodejich jakoz

i dopadem ¢astecné absorbce spotrebni
dané u nékterych znacek, ktery zacal

v roce 2006.

B Vyvoz

Objem vyvozu cigaret na ostatni trhy

se v porovnani s rokem 2006 mirné
snizil, a to 0 1,5 %. | pres pokles objemu
odbytu cigaret, se celkové trzby za vyvoz
zvysily 0 27 % v porovnani s predchozim
rokem. Tento narst byl zptisoben

vy$$im exportem tabaku a polotovar(
vlastni vyroby.

Konsolidované financni
vysledky

Konsolidované disté trzby bez spotrebni
dané a DPH vzrosly 0 3,4 % na 10,4
miliard K& v porovnani s predchozim rokem v disledku
zvyseného odbytu vyrobkd na éeském a slovenském trhu,
pifznivé cenové strategie v Ceské republice, vy$$iho exportu
tabéku a polotovart vlastni vyroby a také v dasledku pfiznivého
vyvoje kurzu slovenské koruny, ktery vedl k 8 % zvyseni trzeb
na Slovensku. Tento nértst byl vSak vyrazné oslaben zvysenym
podilem levnych znacek na celkovych prodejich na éeském

a slovenském trhu a ¢astecnou absorbci spotrebni dané

u nékterych znacek prodéavanych na Slovensku, ktera zacala

v roce 2006.

Konsolidovany zisk pred zdanénim vzrostl o 1,6 % na 2,6

miliardy K¢, coz bylo zplisobeno hlavné vyse zminénym nérdstem
trzeb a Usporami ostatnich provoznich nakladd, které byly
Céstedné negativné kompenzovany vyssimi fixnimi a variabilnimi
naklady, vyvojem kurzu slovenské koruny, ktery mél dopad

na zvyseni naklad( na Slovensku a podilem na nakladech
vztahujicich se ke smlouvé o spolupréci mezi PMI a Evropskou
unif, které byly fakturovany spole¢nosti Philip Morris CR a.s.

poprvé v roce 2007.

Konsolidovany zisk po zdanénf vzrostl o 3,3 % na 2 miliardy K&
i v dasledku nizsi efektivni sazby dané z prijma.

B Komplexni regulace

Spole¢nost Philip Morris CR a.s. podporuje vytvateni komplexnf
regulace pokryvajici Siroké spektrum zékon( a fiskalnich
opatreni. Vzhledem k zavaznym zdravotnim dopaddm koureni
by méla byt vyroba cigaret, jejich marketing, prodej a spotreba
regulovano. Jsme hluboce presvédceni,
ze pravidla musf platit pro vsechny
tabakové vyrobky, nejen pro strojové
vyrabéné cigarety. Spole¢né s efektivnim
vymahanim zékonG maze komplexni
regulace podporit strategii vlady

a zdravotnickych organizaci pfi snizovani
$kod zptisobenych uzivanim tabaku.
Regulace maze rovnéz poskytnout
stabilni a predvidatelné prostfedi pro
tabdkové vyrobce a dal$i subjekty na

tabakovém trhu.

B Spolecenska odpovédnost
Pro tabakovou spolecnost, jako je ta nase,
za¢ina odpovédnost u naseho produktu.
Z tohoto ddvodu informujeme zakazniky
o nebezpecich spojenych s kourenim

a délame vse proto, abychom zabranili
mladistvim v pristupu k cigaretam. Jiz
mnoho let spole¢nost Philip Morris CR as.
informuje o zavaznych otézkéach
spojenych s tabakovymi vyrobky,

jako je prevence koureni mladistvych
nebo vyznam hodnot, kterd oznacuji obsah dehtu a nikotinu

v cigaretach. | nadale budeme zékaznikim pripominat zdravotni
rizika koureni a reagovat na obavy verejnosti spojené s dalsimi
ddlezitymi otazkami, které vyvolavaji tabakové vyrobky.

Nase stanovisko viéi koureni mladistvych je jednoznacné:
,Nechceme, aby déti koufily“. Proto se podilime na feseni tohoto
problému. V roce 2007 jsme pokracovali v podpore vzdélavacich
programd Dokézu to? (www.dokazuto.cz) a Paragraf 11/55
(www.paragraf1155.cz), které pomahaji détem &init zodpovédna
rozhodnuti. Rovnéz se Gcastnime aktivit Aliance Zakon 18
(www.aliancel8.cz), jejimz cilem je podporovat zdkony zakazujict
prodej tabékovych vyrobkd nezletilym osobam. Aliance 18 rovnéz
monitoruje, zda prodejci jednaji v souladu se zakonem a dodrzuji
veékovy limit, a podporuje vymahani zakona.

Spolec¢nost Philip Morris Slovakia s.r.o. zahdjila svdj program
prevence koufeni mladistvych v maloobchodé ,Na véku

zélezi* v roce 1998. Cilem projektu je zabranit nezletilym

v pfistupu k tabdkovym vyrobkdm a motivovat maloobchodniky
k dodrzovani prodeje tabakovych vyrobki osobam starsich

18 let. V roce 2007 se programu Gdastnilo témér 13 tisic
maloobchodnika.



in local currency terms mostly reflecting unfavorable product
mix as well as the impact of partial tax absorption on certain
brands starting in 2006.

Exports

Export shipments of cigarettes to other markets decreased

slightly by 1.5% versus the prior year. Despite the decrease of

cigarette shipments, export revenues increased by 27% versus

the prior year due to higher exports of leaf and semi finished

tobacco products. [

Consolidated Financial Results

Consolidated sales revenues, net of excise tax and VAT, increased
by 3.4% to CZK 10.4 billion versus the prior year, as the benefit
of higher shipments in both the Czech
Republic and Slovakia, favorable
pricing in the Czech Republic, higher
exports of leaf and semi finished
tobacco products as well as favorable
currency translation which impacted
revenues in Slovakia by 8% due to the
strengthening of the Slovak crown,
were largely offset by unfavorable
product mix in the Czech and Slovak
domestic markets and partial tax
absorption on certain brands starting
in 2006 in the Slovak Republic.

Pre-tax income increased by 1.6%

to CZK 2.6 billion, driven primarily

by the higher revenues noted above
and other operating cost savings,
partially offset by higher variable

and fixed manufacturing costs,
currency translation which negatively
impacted costs in Slovakia due to the
strengthening of the Slovak crown
and Philip Morris CR a.s.’ participation to costs related to the
PMI and EU Cooperation agreement, which were recharged to
Philip Morris CR a.s. for the first time in 2007.

Net consolidated income increased by 3.3 % to CZK 2.0 billion
reflecting a lower effective income tax rate.

Comprehensive regulation

Philip Morris CR a.s. supports the development of comprehensive
regulation covering a broad range of product regulatory and
fiscal measures. Given the serious health effects of smoking,
the manufacture, marketing, sale and use of tobacco products

9 I

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 the government’s and public health authorities’
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. Therefore we remind people about the dangers of
smoking and we do what we can to keep cigarettes away from
children. For many years, Philip Morris CR a.s. has communicated
about important issues related to

tobacco products, such as youth smoking
prevention or the meaning of tar

& nicotine yield numbers. We are committed
to continue to remind consumers about
smoking and health and to address
society’s concerns about other important
tobacco issues.

Our position towards youth smoking is
straightforward: we do not want children

to smoke. And we take actions to be a part
of the solution. In 2007 we continued our
support for the educational program “Can

I do it?” (www.dokazuto.cz) and Paragraph
11:55 (www.paragraf1155.cz ) which helps
children make responsible decisions. 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.

Philip Morris Slovakia launched its Age Matters retail access
youth smoking prevention program in 1998. The program aims
to prevent the access of minors to tobacco products and to
motivate retailers to comply with the minimum age legislation
for purchasing tobacco products. In 2007 almost 13,000
retailers all across Slovakia joined the program.

Contributions
Over the past fifteen years, Philip Morris CR a.s. has contributed
significantly to activities in the areas of charity, culture and art.
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B Déarcovstvi

V uplynulych 15 letech spoleénost Philip Morris CR a.s. vyznamné
prispéla k aktivitdm v oblasti charity, kultury a uméni. Prikladem
naseho Uspésného zapojent je program prevence domaciho nasilf
(www.domacinasili.cz) nebo projekt Svét bez bariér, jeho? cilem
je zptistupnit kulturni mista hendikepovanym spoluobcandm.
Baletni cena Philip Morris je prikladem ctrnéctileté spoluprace

s Baletem Narodniho divadla v Praze. Dobrocinny fond

Philip Morris (www.dobrocinnyfond.cz) poskytuje finanénf
prispévky neziskovym organizacim jak na narodni, tak regionalnf
arovni. Akademie socialntho podnikénf (www.socialnipodnikani.cz)
podporuje zastupce neziskového sektoru v ziskani obchodniho

a ekonomického vzdélani, s cilem dlouhodobé zlepsit financni
situaci neziskovych organizac.

Na Slovensku se zamérujeme na zmirnovani spolecenskych
problém. Proto jsme se rozhodli prispét k reseni problému
domaciho nasili ve spolupraci se Slovenskou nadaci Silvie
Gasparovicové Vzdélani a zdravi pro vsechny. Rovnéz
podporujeme Novinarskou cenu, ktera je udélovana za vynikajici
praci v oblasti zurnalistiky. Cenu vyhlasuje Nadace pro otevrenou
spolecnost - Open Society Fund. Nasi zaméstnanci se téz
zapojuji do dobroginnych projektd a doprovolnictvi. Rada nasich
zaméstnancl se tak Gcastnila projektd organizovanych pracovni
skupinou Engage sdruzeni Business Leaders Forum, jehoz ¢lenem
je i Philip Morris Slovakia s.r.o.

Budoucnost

Ceska republika

Regulace predzasobent, kterou vlada zavedla od 1. 1. 2007, je
prvnim velmi vyznamnym krokem jak omezit nadmérnou tvorbu
zésob se starou spotrebni dani v dobé pred jejim zvysenim.
Avsak tato regulace nebyla dostatecné Gcinna pro omezeni
mnozstvi zasob se starou sazbou spotrebni dané, které budou
nasledné uvedeny na trh.

Domnivame se, ze jakmile se zvysena
spotrebni dan platnd od 1. 1. 2008
promitne do prodejnich cen, mazeme
ocekavat pokles objem0 prodejd cigaret
se zaplacenou spotiebni dani na ¢eském
trhu a pokracujici presun spotrebiteld

k levnéjsim znackam. Tento negativni
dopad muze byt castecné kompenzovan
vy$sim odbytem v zapadni Césti
republiky pifmo sousedici s Némeckem,
v souvislosti se vstupem Ceské republiky
do Shengenského prostoru a zvysenim
limitG na dovoz cigaret pres hranice.

Po zvy$en( spotfebni dané od 1. 1. 2008, Ceska republika
splnila minimalni pozadavek Evropské Unie na zdanéni cigaret
ve vysi 64 EUR na tisic kusd. Za predpokladu, 7e nedojde

k dalsimu zvyseni spotrebni dané v roce 2009, které by
vyvolalo dalsi vinu predzésobeni v roce 2008, bude nas odbyt
negativné ovlivnén tvorbou zasob se starou sazbou spotrebni
dané v zavéru roku 2007,

Slovensko

Na rozdil od Ceské republiky nenf na Slovensku ptedzasobeni
nijak regulovano. Jakmile se zvySené spotiebni dan platné od

1. 1. 2008 promitne do prodejnich cen mazeme odekavat pokles
objem( prodejt cigaret se zaplacenou spotrebni dani na trhu

a pfipadny presun spotiebiteld k levnéjsim znackam.

V souladu s pozadavkem na dosazeni minimalni Grovné zdanénf
cigaret stanovenych Evropskou Unif je dalsi zvysenf spotrebni
dané ocekavéano od 1. 12. 2008. Struktura a vyse sazeb stale
nebyla slovenskou vladou stanovena.

Vyhledova

a varovna prohlaseni

Cas od ¢asu méizeme pronést Gstni nebo poskytnout pisemna
vyjadreni a predpovédi o nasi budoucnosti, véetné vyjadient
uvedenych v dokumentech predkladanych Komisi pro cenné
papiry nebo jinym Gradtm, ve zpravéach nasim akcionartm,

v tiskovych prohlasenich nebo ve zpravach pro investory na
internetu. Tato vyjadreni |ze charakterizovat slovy strategie,
ocekavani, vyvoj, plany, predpovédi, domnénky, postoje, odhady,
amysly, projekty, cile, zaméry nebo jinymi slovy podobného
vyznamu. Tato vyjadreni Ize také rozpoznat podle toho, Ze se
nevztahuji vyluéné na historické nebo soucasné skutecnosti.

Nemuzeme zarucit, ze jakékoli vyjadient tykajici se budoucnosti
se skutecné naplni, ackoliv se domnivame, Ze jsme v nasich
planech a predpovédich obezretni.
Dosazeni budoucich Gspéchti

je vystaveno rizikdim a nejistoté

a podléha nepresnosti predpokladd.
Skutecné vysledky se mohou lisit

od odhadovanych, predpovidanych
nebo navrhovanych, a to v pfipadé, ze
nastanou znama nebo v soucasnosti
neznama rizika a nejistoty, nebo Ze se
vychozi predpoklady ukéazi jako nepresné.
Investori by tato rizika méli mit na
pameéti pri posuzovani prognoz a pri
zvazovani, zda investovat nebo drzet
akcie spole¢nosti Philip Morris CR a.s.



Examples of our successful involvement
include domestic violence prevention
programs (www.domacinasili.cz) or the
World without Barriers project, which
is aimed at helping physically disabled
people access cultural places.

The Philip Morris Ballet Flower Award
showcases our 14 years of cooperation
with the Ballet National Theatre in Prague.

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)
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.

In Slovakia, we focus on mitigation of social issues. That is why we
decided to contribute to solving the issue of domestic violence in
cooperation with the Slovak Foundation of Silvia Gasparovicova

- Education and Health for Everyone. We also support the
Journalism Award, which is given for outstanding journalistic
achievements. The award was founded by the Open Society
Foundation In addition, we encourage volunteering and employee
participation. As a result many of our employees took part in

the projects organized by the Business Leaders Forum’s Engage
working group of which Philip Morris Slovakia s.r.o. is a member.

Outlook
Czech Republic

The anti-forestalling regulations which the Government
implemented on January 1, 2007 have been an important step
in efforts to regulate inventory build-ups of product at old tax
rates in advance of tax increases. However, the regulation was
not effective in limiting inventories of old tax product, which
continue to be present in the market.

Given the magnitude of the January 1, 2008 excise tax increase,
once reflected in the selling price, we may witness a contraction
of the Czech duty paid cigarette market with a continued and
even accelerated consumer shift to lower priced products.

This negative impact may partially be offset by increased
consumption in the Western part of the country bordering
Germany driven by higher cross border sales allowances following
the Czech Republic’s inclusion in the Schengen border-free zone.

With the January 1, 2008 excise tax increase, the Czech
Republic has now met the minimum EU tax requirement
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of EUR 64 per thousand cigarettes.
Assuming that there will not be another
excise tax increase in 2009 that could
trigger an inventory build-up in 2008,
our shipments in 2008 will be negatively
impacted by the high 2007 year-end
stocks of product at old excise tax rates.

Slovak Republic

Unlike the Czech Republic, there are currently no anti-
forestalling regulations in place. The January 1, 2008 excise
tax increase, once reflected in the selling price, may result

in a contraction of the Slovak duty paid cigarette market and
a potential consumer shift to lower priced products.

A further excise tax increase is expected to be implemented as
of December 1, 2008 to meet the minimum EU tax requirement
for cigarettes, 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.
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Prohlasujeme, 7e (daje uvedené v Gcetnich zavérkach, jakoz i (daje v dalSich ¢astech vyrocni zprévy jsou ve vsech podstatnych aspektech
spravné a vsechny Gdaje uréené ke zverejnéni podle prislusnych pravnich predpisd byly zverejnény.

Dne 25. 3. 2008

g

Alvise Giustiniani Daniel Gordon
Chairman of the Board of Directors Member of the Board of Directors
[ | Zpréva dozordi rady Dozoréi rada s potéSenim sdéluje, Ze je pIné spokojena

s obchodnimi aktivitami Spoleénosti a jejiho vedent, jakoz

Dozor¢i rada vyvijela svou ¢innost v souladu s ¢lankem 16 Stanov
i s ekonomickymi vysledky Spolecnosti.

Spoleénosti. V priibéhu celého roku dozoréi rada sledovala

a hodnotila vyvoj a vedeni obchodnf

¢innosti Spolecnosti a zvlastni pozornost
konsolidovanou Gcetni zavérku za rok

vénovala jeji financnf situaci.
2007, Gcetni z&vérku za rok 2007, véetné

zprav nezévislého auditora a ndvrhu

Dozor¢i rada byla béhem roku pIné
informovéna o prijimanych financnich
opatrenich a rovnéz kontrolovala
investi¢ni vydaje v souvislosti

s rozpo¢tem a harmonogramem jejich
uskutecnovan.

na rozdéleni zisku. Konstatuje, Ze je
’ s vysledky prezkouméni spokojena a 7e
predlozené dokumenty byly vyhotoveny
. vsouladu s pravnimi predpisy a

@ stanovami Spole¢nosti. Na zakladé toho

dozor¢i rada doporuduje, aby vyrocni

|

|

Dozoréi rada potvrzuje, Je veskeré valnd hromada schvélila konsolidovanou

projekty byly plné oddvodnéné

s ohledem na soucasné a budoucf
potreby Spolecnosti. Dozoréi rada dale
prezkoumala ve smyslu

§ 66a odst.10, Obchodniho zakoniku
Zpravu o vztazich mezi propojenymi
osobami a nema k ni vyhrad.

Gcetn{ zavérku a Gcetni zavérku
a navrhované rozdéleni zisku.

Mark Greer Saine
predseda dozordi rady
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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 25, 2008

il 4

Alvise Giustiniani

Chairman of the Board of Directors

B Report of the Supervisory Board
The Supervisory Board conducted its activities in accordance
with Article 16 of the Company Articles. The Supervisory Board

monitored and reviewed the activities
of the Company throughout the year,
keeping a close and regular watch on
the progress and the management of
the business as well as the financial
situation of the Company.

The Supervisory Board was fully
advised throughout the year of

the financial controls in place,

and also reviewed the progress of
capital expenditure projects against
budgets and timetables for their
implementation.

The Supervisory Board is able to
confirm that all projects are fully
justified in terms of the Company’s
current and future needs. The
Supervisory Board reviewed the
Report on the relations between
related parties which was submitted
by the Board of Directors in
accordance with the section 66a
of the Commercial Code and has
no objections to it.

Daniel Gordon
Member of the Board of Directors

The Supervisory Board is pleased to report its complete

satisfaction with the business activities of the Company and its

Management, and the financial results of the Company.

-
i
™
=
—— -

~
™

W

The Supervisory Board reviewed the 2007
Consolidated Financial Statements and the
2007 Financial Statements of the Company,
including the independent 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.

S

Mark Greer Saine

Chairman of the Supervisory Board
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Konsolidovana rozvaha
k 31. 12. 2007 (v milionech K&)

AKTIVA Bod 31. 12. 2007 31. 12. 2006
Pozemky, budovy a zarizeni 5 2231 2539
Nehmotnéa aktiva 16 25
OdloZené dariova pohledéavka 14 11 8
Dlouhodoba aktiva 2258 2572
Zasoby 7 10 296 5634
Pohledavky z obchodnich vztahd 8 6172 1359
Jiné pohledavky 8 49 64
Dan z prijmd 0 84
Penézni prostredky a penézni ekvivalenty 9 2 240 3912
Kratkodoba aktiva 18 757 11 053
Dlouhodoba aktiva drzena k prodeji 5 28 0
Aktiva celkem 21043 13 625
VLASTNI KAPITAL A ZAVAZKY Bod
Zakladnf kapitél 10 2 745 2 745
Emisn{ azio a ostatni prispévky akcionart 2 357 2 360
Fondy 10 549 551
Kumulované zisky 3010 2 685
Vlastni kapital celkem 8 661 8 341
OdloZeny darnovy zévazek 14 0 164
Dlouhodobé zavazky 0 164
Obchodni a finanéni zavazky 1 983 564
Nefinanéni zavazky 1 140 130
Dan z prijmi 163 0
Ostatni dariové zavazky 12 7332 4392
Rezerva na kratkodobé zévazky 18 0 34
Pijcky 13 3764 0
Kratkodobé zavazky 12 382 5120
Zavazky celkem 12 382 5 284
Vlastni kapitél a zavazky celkem 21043 13 625
Konsolidovany vykaz zisku a ztraty
za rok konéicf 31. 12. 2007 (v milionech K&)

Bod 2007 2006
Trzby 4 10 369 10 031
Néklady na prodané vyrobky a zbozi 16 -5 648 -4 917
Hruby zisk 4721 5114
Odbytové naklady 16 -1415 -1697
Administrativni naklady 16 -792 -884
Ostatni vynosy 15 102 59
Ostatni provozni vynosy 19 146 83
Ostatni provozni néklady 20 -136 -94
Provozni zisk 2626 2581
Finanéni naklady -13 -9
Zisk pred zdanénim 2613 2572
Dari z pifjm0 22 -645 -666
Cisty zisk 1968 1906
Zisk na akcii zakladni a ziedény (K&/akcie) 23 717 694

Pfiloha tvoif nedilnou soucést této konsolidované Gcetni zavérky.
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Consolidated Balance Sheet

as at December 31, 2007 (in CZK million)

ASSETS Note December 31, 2007 December 31, 2006
Property, plant and equipment (PP&E) 5 2231 2539
Intangible assets 16 25
Deferred tax assets 14 11 8
Non-current assets 2 258 2572
Inventories 7 10 296 5634
Trade receivables 8 6172 1359
Other receivables 8 49 64
Income tax prepaid - 84
Cash and cash equivalents 9 2 240 3912
Current assets 18 757 11 053
Property, plant and equipment classified as held-for-sale 5 28 -
Total assets 21043 13 625
EQUITY & LIABILITIES Note
Registered capital 10 2 745 2745
Share premium and other shareholders’ contributions 2 357 2 360
Reserves 10 549 551
Retained earnings 3010 2 685
Equity 8661 8 341
Deferred tax liability 14 - 164
Non-current liabilities - 164
Trade and other financial liabilities 11 983 564
Other non-financial liabilities 11 140 130
Income tax liability 163 -
Other tax liabilities 12 7332 4392
Provisions for current liabilities 18 - 34
Borrowings 13 3764 -
Current liabilities 12 382 5120
Total liabilities 12 382 5284
Total equity & liabilities 21043 13 625
Consolidated Income Statement
for the year ended December 31, 2007 (in CZK million)

Note 2007 2006
Revenues 4 10 369 10 031
Cost of goods sold 16 (5 648) (4917
Gross profit 4721 5114
Distribution expenses 16 (1415) (1697)
Administrative expenses 16 (792) (884)
Other income 15 102 59
Other operating income 19 146 83
Other operating expense 20 (136) (94)
Profit from operations 2 626 2581
Financial expenses (13) ©
Profit before income tax 2613 2572
Income tax expense 22 (645) (666)
Net profit for the year 1968 1906
Earning per share basic and diluted (CZK/share) 23 717 694

The accompanying notes form an integral part of the consolidated financial statements.
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Konsolidovany vykaz zmén vlastniho kapitalu
za rok konéfcf 31. 12. 2007 (v milionech K&)

Vztahujici se k vlastnimu kapitalu
Emisni azio

aostatni  Zakonny Kumulované Vlastni
Zakladni prispévky rezervni kurzové Kumulované Mensinovy kapital
Bod kapitadl  akcionait fond zisky zisky kapital  celkem
Stav k 1. 1. 2006 2745 2 336 551 -2 3832 1 9463
Kumulované kurzové rozdily 0 0 0 2 0 0 2
Cisty piijem vykazany piimo ve vlastnim kapitélu 0 0 0 2 0 0 2
Cisty zisk za obdobi 0 0 0 0 1906 0 1906
Celkovy pfijem vykazany za rok 2006 0 0 0 0 1906 0 1906
Rozdéleni zisku 24 0 0 0 0 -3 053 -1 -3 054
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
Kumulované kurzové rozdily 0 0 0 -2 0 0 -2
Cisty pijem vykazany pfimo ve vlastnim kapitélu 0 0 0 -2 0 0 -2
Cisty zisk za obdobi 0 0 0 0 1968 0 1968
Celkovy prijem vykazany za rok 2007 0 0 0 0 1968 0 1968
Rozdéleni zisku 24 0 0 0 0 -1647 0 -1647
Zaméstnanecké akcie - hodnota sluzeb 0 -3 0 0 0 0 -3
Ostatni 0 0 0 0 4 0 4
Stav k 31. 12. 2007 2745 2357 551 -2 3010 0 8661
. 4 4 vV 7 [+]
Konsolidovany vykaz penéznich toku
za rok konéicf 31. 12. 2007 (v milionech K&)
Bod 2007 2006
PenéZni toky 7 provozni &innosti
Zisk pred zdanénim 2613 2572
Odpisy dlouhodobych aktiv (véetné nehmotného majetku) 16 423 366
Nerealizované kurzové zisky (-)/ztraty (+) 16 -1
Cisté trokové vynosy -89 -50
Zisk z prodeje pozemk, budov a zafizeni -12 -1
Ostatni nepenézni Upravy - &isté -36 49
Penéini toky z provozni ¢innosti pred zménami pracovniho kapitélu 2915 2935
Zmena stavu:
Obchodnich a jinych pohledavek -4 802 -598
Obchodnich a jinych zavazka 3370 -1272
Zésob -4 670 -130
Penéini toky z provozni ¢innosti -3187 935
Zaplacené Groky -13 -9
Zaplacena dan z pfijmu -565 =577
Cisté pené&ini toky z provozni &innosti -3 765 349
PenéZni toky z investiéni ¢innosti
Vlydaje na pofizeni pozemk(, budov a zafizeni 5 -149 =311
Prjmy z prodeje pozemk(, budov a zafizenf 30 64
\lydaje na pofizeni nehmotnych aktiv -7 -9
Prijaté Groky 102 56
Cisté pené&ini toky z investiéni &innosti -24 -200
PenéZni toky z financovdni
Zaplacené dividendy 24 -1647 -3 054
Cisty pené&?ni tok z financovéani -1647 -3 054
Cisté snizeni pené&znich prostredki -5 436 -2 905
Stav penéznich prostfedki a penéznich ekvivalentti na zaéatku roku 3912 6 817
Stav pénéznich prostredkd, penéznich ekvivalentt, kontokorentu
a kratkodobych pajéek na konci roku 9 -1524 3912

Pfiloha tvoif nedilnou soucést této konsolidované Gcetni zavérky.
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Consolidated Statement of Changes in Equity

for the year ended December 31, 2007 (in CZK million)
Attributable to equity holders of the Company

Share
premium
and other’  Statutory Cumulative
Registered shareholders  earnings interest  Retained

Note capital contributions fund adjustments equity  Minority Total
Balance as at January 1, 2006 2 745 2 336 551 (3] 3832 1 9463
Cumulative translation adjustment - - - 2 - - 2
Net income recognised directly to equity - - - 2 - - 2
Profit - - - - 1906 - 1906
Total recognised income for the year - - - - 1906 - 1906
Profit distribution 24 - - - - (3053) (1 (3054
Share based payments compensation expense - 24 - - - - 24
Balance as at December 31, 2006 2 745 2 360 551 - 2 685 - 8 341
Cumulative translation adjustment - - - @) - - (2
Net income recognised directly to equity - - - (2 - - 3]
Profit - - - - 1968 - 1968
Total recognised income for the year - - - - 1968 - 1968
Profit distribution 24 - - = - (1647 - (1647
Share based payments compensation expense - 3) - - - - 3
Other - - - - 4 - 4
Balance as at December 31, 2007 2 745 2 357 551 2 3010 - 8661
Consolidated Cash Flow Statement
for the year ended December 31, 2007 (in CZK million)

Note 2007 2006

Cash flow from operating activities
Profit before tax 2613 2572
Depreciation and amortisation expense, including intangibles 16 423 366
Unrealised foreign exchange gain 16 @)
Net interest income (89) (50)
Gain on disposal of PP&E (12) @)
Other non-cash (gains) / loss, net (36) 49
Operating cash flows before working capital changes 2915 2935
Changes in:
Trade and other receivables (4 802) (598)
Trade and other payables 3370 (1272
Inventories (4 670) (130)
Cash generated from operations (3187) 935
Interest paid (13) ©)
Income tax paid (565) (577)
Net cash generated from operating activities (3 765) 349
Cash flow from investing activities
Purchase of PP&E 5 (149) (311
Proceeds from sale of PP&E 30 64
Purchase of intangible assets @ 9
Interest received 102 56
Net cash used by investing activities (24) (200)
Cash flow from financing activities
Dividends paid 24 (1647 (3054
Net cash used by financing activities (1647 (3054)
Net (decrease) / increase in cash and cash equivalents (5 436) (2 905)
Cash and cash equivalents as at the beginning of the year 3912 6 817
Cash, cash equivalents, bank overdraft and short-term borrowings
as at the end of the year 9 (1524) 3912

The accompanying notes form an integral part of the consolidated financial statements.
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Priloha ke konsolidované
ucetni zavérce

za rok koncici 31. 12. 2007

1. OBECNE UDAJE

1.1 Popis spolecnosti

Philip Morris CR a.s. (,Spole¢nost*) a jeji dcefina spole¢nost Philip Morris
Slovakia s.r.o. (,Dcefind spole¢nost®), (dale souhrnn& jen ,Skupina”), se
zabyvaji zejména vyrobou, prodejem, distribuci a marketingem tabéakovych
vyrobkd. Spolecnost vlastni 99% podil Philip Morris Slovakia s.r.o.

Philip Morris CR a.s. je akciova spoletnost registrované v Ceské republice. Do
obchodniho rejstitku byla Spolecnost zapsana 28. 3. 1991 a jeji registrované
sidlo je v Kutné Hofe, Vitézna 1, Ceska republika. Vedeni Spoletnosti sidlf
v Praze a vyrobni zavody se nachézeji v Kutné Hore a Straznici.

Philip Morris CRa.s. je spole&nost{ve skupiné Philip Morris International, Inc.
(,PMI“). K 31. 12. 2007 byla Altria Group, Inc. (,Altria Group)
materskou spole¢nosti PMI, Philip Morris USA Inc. a Philip Morris Capital
Corporation. Altria Group byla vrcholovou ovladajici spolecnosti Skupiny.

K 31. 12. 2007 byl jedinym subjektem vlastnicim vice nez dvacetiprocentni
podil na zékladnim kapitalu Spolecnosti Philip Morris Holland B.V. vlastnici
77,6 % zékladniho kapitalu.

Jako ¢lenové predstavenstva a dozorci rady Spolecnosti byly v obchodnim
rejstiiku k 31. 12. 2007 zapsany nasledujici osoby:

Predstavenstvo
Anja Fiedler - predsedkyné Jiti Pribyl
Walter Veen Petra Dobesova

Andreas Lenge

Dozor¢i rada

Jacek Olczak - predseda
Jiti Davidek

Mark Saine

Jolana Peterkova
Petr Bubenicek

Na radné valné hromadé konané dne 24. 4. 2007 byl Paul Maas jmenovan clenem
dozor¢i rady, ale nebyl jesté zapsan do obchodniho rejstitku k 31. 12. 2007.

Dozor¢i rada konané dne 21. 8. 2007 prijala rezignaci Jaceka Olczaka
a jmenovala Marka Saina novym predsedou dozor¢i rady a Antonise

hromady Spole¢nosti.
Akcie Spolecnosti jsou obchodovany na Burze cennych papird Praha.

Tato konsolidovand Gcetni zavérka byla schvalend predstavenstvem a dozoréi
radou ke zverejnéni dne 25. 3. 2008.

2. SHRNUTI VYZNAMNYCH UCETNICH ZASAD

2.1 Zakladni zésady sestaveni konsolidované

Ucetni zaveérky
Tato konsolidované Gcetni zavérka je sestavena v souladu s Mezinarodnimi
standardy Gcetniho vykaznictvi ve znéni schvaleném Evropskou unif (,IFRS®).

Konsolidovana Ucetni zavérka byla sestavena na zékladé pozadavkd
vykazovani a ocenovani 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
sestaven( konsolidované Géetnf zavérky jsou popsana nize. Tato pravidla
byla aplikovana na vSechna obdobfi obsazen4 v této konsolidované Géetni
zavérce, pokud neni uvedeno jinak.

Nové standardy, novely a interpretace existujicich standardii platné pro
Gcetni obdobi 2007

a) Nové standardy, novely a interpretace existujicich standard(i platné
pro Gcetni obdobi pocinajici 1. 1. 2007, které Skupina pIné aplikovala:

IAS 1 - Sestavovan( a zvefejiiovani Ucetn( zavérky: Zvefejnéni kapitalu (datum
Géinnosti 1. 1. 2007),

IFRS 7 - Finanéni nastroje: Zvefejiovani (datum dcinnosti 1. 1. 2007).
Aplikace vyse uvedenych standardd neméla vyznamné dopady na metody
ocenovani a vykazovani, ale aplikace IFRS 7 znamenala znacné rozsifeni
rozsahu zverejiovanych informaci.

IFRIC 11 - IFRS 2: Transakce s akciemi skupiny a s vlastnimi akciemi (datum
cinnosti 1. 3. 2007).

V/ souvislosti s touto interpretaci doslo k rozsifeni vykazu zmén vlastniho
kapitalu o kategorii vytvorenou z (ihrad akciemi v souladu s touto interpretact
proti kategorii mzdovych naklad( a sluzeb. Aplikace vyse uvedené interpretace
neméla vyznamny dopad na konsolidovanou Géetni zavérku

b) Nové standardy, novely a interpretace existujicich standard( platné
pro Ucetni obdobi poéinajici 1. 1. 2007, které Skupina neaplikovala, protoze
pro né neméla napln, nebo jejich dopad nebyl vyznamny:

IFRS 4 - Novela - Pojistné smlouvy (datum G&innosti 1. 3. 2006),

IFRIC 7 - Pouziti metody prepracovani vykazii v IAS 29 Vykazovani
v hyperinflaénich ekonomikach (datum G&innosti 1. 3. 2006),

IFRIC 8 - Rozsah pisobnosti IFRS 2 (datum t&innosti 1. 5. 2006),

IFRIC 9 - Precenéni vlozenych derivatd (datum G&innosti 1. 6. 2006),

IFRIC 10 - Mezitimn{ vykaznictvi a sniZeni hodnoty aktiv (datum G&innosti
1. 11. 2006).

Nové standardy, novely a interpretace existujicich standardu, které jesté
nenabyly G¢innosti

a) Nové standardy, novely a interpretace existujicich standardd, pro
které ma Skupina napln, ale predcasné je neaplikovala:

IFRS 8 - Provozn{ segmenty (datum G&innosti 1. 1. 2009). IFRS 8 nahrazuje
IAS 14 a davé do souladu vykazovani o provoznich segmentech s pozadavky
amerického standardu SFAS 131 - Zvefejnéni o segmentech spolecnosti
a souvisejici informace. Novy standard pozaduje ,manazersky pristup®,
podle néhoz jsou informace o segmentech vykazovany stejné jako ve
vnitropodnikovém vykaznictvi. IFRS 8 neni relevantni pro Skupinu, protoze ta
nema vice jak jeden provozni segment.

IAS 1 - Sestavovani a zvefejfiovani Gcetni zavérky (novelizovéno v zaff
2007, datum G&innosti 1. 1. 2009). Hlavni zménou v IAS 1 je nahrazenf
\lykazu zisku a ztraty Vykazem Uplného vysledku, ktery bude zahrnovat
také polozky vynost a nékladi Gétovanych pifmo do vlastniho kapitalu,
jako je napriklad zména hodnoty ve financnich aktivech uréenych
k prodeji. Spolecnostem bude umoznéno sestavovat dvoji vykazy, a to:
\lykaz zisku a ztraty a Vykaz Gplného vysledku. Novelizovany IAS 1 také
vyzaduje sestaven( Vykazu finanénf pozice (rozvaha) od zatatku nejstarstho
srovnatelného obdobi vzdy, kdyz Gcetni jednotka pouzije nékteré Gcetni
pravidlo se zpétnou platnosti, retrospektivné prepracuje své Gcetni vykazy,
reklasifikuje v nich nékteré polozky nebo opravi chyby. Skupina ocekava,
ze novelizovany IAS 1 bude mit vliv na sestavovani finanénich vykazd, ale
nebude mit vliv na vykazovéani anebo ocenéni transakci a zGstatk(. Novela
IAS 1 nebyla doposud schvalena Evropskou Uni.

b) Nové standardy, novely a interpretace existujicich standardd, pro
které neméa Skupina naplr anebo jejich dopad bude nevyznamny:

IAS 23 - Novela - Viypjéni naklady (datum G&innosti 1. 1. 2009),

IAS 27 - Novela - Konsolidovana a samostatna Gcetni zévérka (datum
G¢innosti 1. 7. 2009). Novela IAS 27 nebyla doposud schvélena
Evropskou Unii,

IFRS 3 - Novela - Podnikové kombinace (datum G&innosti 1. 7. 2009),

IAS 28 - Novela - Investice do pridruzenych podniké (datum G&innosti
1.7.2009),

IAS 31 - Novela - Podily ve spole¢nych podnicich (datum G&innosti
1.7.2009),



Notes to the Consolidated

Financial Statements
as at December 31, 2007

1. GENERAL INFORMATION

1.1 Company 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 is in Prague and its
manufacturing facility is in Kutna Hora. The Straznice facility is used for leaf
warehousing activities.

Philip Morris CR a.s. is an affiliate of Philip Morris International, Inc. (PMI”).
As at December 31, 2007, Altria Group, Inc. (“Altria Group”) was the parent
company of PMI, Philip Morris USA Inc. and Philip Morris Capital Corporation.
Altria Group was the ultimate controlling party of the Group.

Asat December 31,2007, the only entity holding more than 20% of the registered
capital of the Group 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 as at December 31, 2007:

Board of Directors
Anja Fiedler — Chairman
Walter Veen

Andreas Lenge

Ji¥{ Pribyl
Petra Dobesova

Supervisory Board
Jacek Olczak - Chairman
Jiri Davidek

Mark Saine

Jolana Peterkova
Petr Bubenicek

Paul Maas was appointed as a member of the Supervisory Board at the Annual
General Meeting held on April 24, 2007 but was not recorded as a member of
the Supervisory Board in the Commercial Register as at December 31, 2007.

On August 21, 2007, the Supervisory Board accepted the resignation of Jacek
Olczak and appointed Mark Saine as the new Chairman of the Supervisory
Board and Antonis Koupparis as a substitute member of the Supervisory
Board until the next regular Annual General Meeting of the Company.

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

The Group’s financial statements were authorised for issue by the Board
of Directors and Supervisory Board on March 25, 2008.

1.2 Translation note

This version of the financial statements is a translation from the original,
which was prepared in the Czech language. All possible care has been taken
to ensure that the translation is an accurate representation of the original.
However, in all matters of interpretation of information, views or opinions,
the original language version of these financial statements takes precedence
over this translation.

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”).
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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.

New standards, amendments and interpretations to existing standards
mandatory for accounting period 2007

a) The following standards, amendments and interpretations are
mandatory for accounting periods beginning on or after January 1, 2007 and
have been fully adopted by the Group:

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

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

The adoption of the standards mentioned above did not have a material impact
on measurement and disclosure methods. However, the implementation of
IFRS 7 has resulted in additional new disclosure requirements.

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

In connection with this interpretation the Statement of Changes in Equity was
extended by the Share-based payments fund created in line with this interpretation
against the payroll costs and service expenses. Adoption of this interpretation
does not have a material impact on the consolidated financial statements.

b) The following standards, amendments and interpretations mandatory
for accounting periods beginning on or after January 1, 2007 do not have
a material impact or are not relevant to the Group’s operations:

IFRS 4 - Amendment - Insurance Contracts (effective date March 1, 2006);
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).

New standards, amendments and interpretations to existing standards pu-
blished, not yet effective

a) The following standards, amendments and interpretations will be
relevant for the Group but were not early adopted by the Group:

IFRS 8 - Operating segments (effective date January 1, 2009). IFRS 8 replaces
IAS 14 and aligns segment reporting with the requirements of the US
standard SFAS 131, “Disclosures about segments of an enterprise and related
information”. The new standard requires a “management approach”, under
which segment information is presented on the same basis as that used for
internal reporting purposes. IFRS 8 is not relevant to the Group since it does
not have more than one operating segment.

IAS 1 - Presentation of Financial Statements (revised September 2007,
effective for annual periods beginning on or after January 1, 2009). The main
change in IAS 1 is the replacement of the income statement by a statement
of comprehensive income which will also include all non-owner changes in
equity, such as the revaluation of available-for-sale financial assets. Alternatively,
entities will be allowed to present two statements: a separate income statement
and a statement of comprehensive income. The revised IAS 1 also introduces
a requirement to present a statement of financial position (balance sheet)
at the beginning of the earliest comparative period whenever the entity
restates comparatives due to reclassifications, changes in accounting policies,
or corrections of errors. The Group expects the revised IAS 1 to affect the
presentation of its financial statements but to have no impact on the recognition
or measurement of specific transactions and balances. The amendments to IAS
1 have not yet been endorsed by the European Union.

b) The following standards, amendments and interpretations will not be
relevant for the Group or are not expected to have material impact on Group’s
operations:
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IAS 32 - Novela - Finanéni nastroje — zvefejiovani a vykazovani (datum
G¢innosti 1. 1. 2009),

IFRIC 4 - Uréenf zda ujednani obsahuje leasing - novela § 4 (b) (datum
G&innosti 1. 1. 2008),

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

IFRIC 13 - Vérnostni programy pro zékazniky (datum G&innosti 1. 7. 2008),
IFRIC 14 - IAS 19 - Limit aktiv z definovanych pozitkd, pozadavky na minimalni
financovén( a jejich vzajemna interakce (datum éinnosti 1. 1. 2008),

IFRS 2 - Novela - Uhrady akciemi (datum Géinnosti 1. 1. 2009).

Srovnatelné adaje

V'souvislosti s implementaci IFRS 7 Skupina prehodnotila vykazovéania zménila
klasifikaci nasledujicich polozek v rozvaze a ve vykazu zisku a ztraty:

Z dvodu podani odpovidajici informace o strukture majetku a zavazkd doslo
ve srovnatelnych Gdajich roku 2006 vykazanych v rozvaze ke zméné struktury
kratkodobych aktiv a zavazkd. Nefinanéni aktiva v celkové vysi 64 miliont K¢
byla reklasifikovana z Pohledavek z obchodnich vztaht do Ostatnich
pohledavek. Nefinanéni zavazky ve vysi 130 miliond K& byly reklasifikovany
z Obchodnich a financnich zévazki do Nefinancnich zavazkd.

Zakladni zasady sestaveni konsolidované ucetni zavérky

Konsolidovana Gcetni zavérka byla sestavena na principu historickych
pofizovacich cen, s vyjimkou financnich derivatd, které jsou prvotné vykazany
v realné hodnoté a nasledné precenovany v souladu s IAS 39, jak je dale
popséno v zakladnich zésadach sestaveni konsolidované Gcetni zavérky.

Vroce 2007 se Skupina rozhodla zverejnit Viykaz zisku a ztraty pri pouziti klasifikace
nakladt podle jejich funkce. Vedeni Skupiny vér, Ze vykazovani poskytuje uzivateltim
vice relevantnich informaci nez klasifikace podle druhu nakladu. Konsolidovany
vykaz zisku a ztraty za rok koncici 31. 12. 2006 byl adekvatné upraven.

Sestaveni konsolidované Gcetni zavérky v souladu s IFRS vyzaduje uplatiovant
urditych zésadnich Ucetnich odhadl. VyZaduje rovnéz, aby vedeni vyuzivalo
svdj Gsudek v procesu aplikace Gcetnich pravidel Skupiny. Skupina ¢ini odhady
a predpoklady tykajici se budoucnosti. Z toho vznikajici Gcetni odhady ze samé
povahy své definice pouze zfidkakdy odpovidaji piislusnym skutecnym vysledkam.

Castky uvedené v této konsolidované Getnf zavérce jsou vykézany v milionech
geskych korun (,K&), pokud nenf uvedeno jinak.

2.2 Konsolidace

Dcefiné spole¢nosti, v nichz méa Spolecnost pifmo & nepfimo podil
s rozhodujicim vlivem nebo méa nad nimi jinym zplsobem kontrolu, byly
konsolidovéany. Spolecnosti 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 transakci mezi
spolecnostmi ve Skupiné byly eliminovany, pokud transakce neposkytla
divod snizeni hodnoty prevadéného aktiva. V pfipadé potreby byly Gdetni
postupy dcefinych spoleénosti upraveny tak, aby byl zajistén soulad
s postupy Spolecnosti.

2.3 Vykazovani podle segmentt

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

Uzemni segment predstavuje poskytovani vyrobke nebo sluzeb v konkrétnim
ekonomickém prostredi, které je vystaveno rizikim a dosahuje vynosnosti
odli$né od rizik a vynosnosti v ramci jinych ekonomickych prostredi.

2.4 Transakce v cizich ménach

a) Funkéni ména a ména vykazovéni

Polozky, které jsou soucésti konsolidované Gcetni zavérky Skupiny, jsou
ocenovény za pouziti mény priméarniho ekonomického prostredi, ve kterém
kazda spolednost Skupiny pasobi (,funkéni ména”). Konsolidovana dcetnf
zévérka je prezentovana v Ceskych korunéch, které jsou pro Skupinu jak
ménou funkéni, tak ménou vykazovani.

b) Transakce a zdstatky

Transakce v cizi méné se prepocitavaji do funkéni mény na zakladé sménnych kurzd
platnych k dattim transakei. Kurzové zisky a ztraty vyplyvajici z téchto transake
a z prepoctu penéznich aktiv a zavazk( vyjadrenych v cizich ménach sménnym
kurzem platnym ke konci (¢etniho obdobf se vykazuiji ve vykazu zisku a ztraty.

)] Podniky ve skupiné

Vlysledky a finanéni pozice vsech podnikl ve Skupiné, které maji funkéni
ménu odlisnou od mény vykazovani, se prevadéji na ménu vykazovani
nasledujicim zpGsobem:

@ aktiva a zavazky pro kazdou prezentovanou rozvahu jsou prepocitany
sménnym kurzem platnym k rozvahovému dni;
(i) vynosy a néklady pro kazdy vykaz zisku a ztraty jsou prepocitavany

aritmetickym pramérem sménnych kurz(i (kromé pifpadt, kdy tento primér
neni pfimérenou pribliznou hodnotou kumulativniho efektu kurzd platnych
ke dni transakce, v takovém pfipadé jsou vynosy a naklady prepocitavany
kurzem ke dni transakce);

(iii)  veskeré vysledné kurzové rozdily jsou vykazovény jako samostatné
slozka vlastniho kapitalu (kumulované kurzové rozdily).

Kurzové rozdily vzniklé pri konsolidaci prepoctem ¢isté investice do
zahrani¢nich dcefinych podnikd, pajcek a jinych ménovych nastrojl uréenych
k zajisténi takové investice, se zahrnujf do vlastniho kapitalu. V prfpadé prodeje
zahrani¢niho subjektu se tyto kurzové rozdily vykazuji ve vykazu zisku a ztréty.

2.5 Pozemky, budovy a zafizeni

Pozemky, budovy a zafizenf jsou prvotné vykazany v pofizovaci cené a jsou
s vyjimkou pozemkl odepisovany a vykazovany v zlstatkové hodnoté.
Zustatkova hodnota zahrnuje i pripadné snizeni hodnoty aktiva. Pozemky
jsou nésledné vykazany v pofizovaci cené snizené o Céastku vyjadiujici
pripadné snizeni hodnoty. Pofizovaci cena zahrnuje vydaje, které jsou pfimo
priraditelné k pofizeni daného aktiva.

Nasledné vydaje jsou zahrnuty do Gcetni hodnoty prislusného aktiva nebo jsou
pripadné vykazany jako samostatné aktivum pouze tehdy, jestlize je pravdépodobné,
7e budouci ekonomicky prospéch spojeny s danou polozkou Skupina ziska
a pofizovaci cena polozky je spolehlivé méfitelna. Veskeré opravy a Gdrzba jsou
zaUctovany do vykazu zisku a ztraty v rdmci Gcetniho obdobi, 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 konsolidované Gdetnf
zavérce jsou nasledujict:

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

Pozemky nejsou odepisovany.

Zustatkova hodnota aktiv a jejich Zivotnost je posuzovana a v pripadé potieby
upravena ke kazdému rozvahovému dni. V piipadé, ze je Gcetni hodnota aktiva
vy$8i nez je jeho realizovatelna hodnota, snizi se Gcetni hodnota tohoto aktiva
okamyzité na jeho realizovatelnou hodnotu (viz. bod 2.8).

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

2.6 Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek zahrnuje programové vybaveni poéitaci.
Licence pofizené k pocitadovému softwaru jsou aktivovany na zékladé
vydajd vynalozenych na pofizeni konkrétniho softwaru a jeho uvedeni do
pouzivani. Tyto néklady jsou odepisovany po dobu jejich predpokladané
Zivotnosti (tfi az pét let).

\lydaje spojené s vyvojem nebo ddrzbou pocitacovych softwarovych programd
jsou vykézany jako néklady v okamziku jejich vynalozeni. Viydaje, které primo
souvisejf s vytvorenim presné definovanych a jedinecnych softwarovych produkt
a kontrolované Skupinou, které pravdépodobné prinesou budouci ekonomicky



1AS 23 - Amendment - Borrowing costs (effective date January 1, 2009),
IAS 27 - Amendment - Consolidated and Separate Financial Statements
(effective date July 1, 2009). The amendments to IAS 27 have not yet been
endorsed by the European Union,

IFRS 3 - Amendment - Business Combinations (effective date July 1, 2009),
1AS 28 - Amendment - Investments in Associates (effective date July 1, 2009),
1AS 31 - Amendment - Interests in Joint Ventures (effective date July 1, 2009),
IAS 32 - Amendment - Financial Instruments: Presentation (effective date
January 1, 2009),

IFRIC 4 - Determining whether an Arrangement contains a Lease (Amendment
of §4(b)) (effective date January 1, 2008),

IFRIC 12 - Service Concession Arrangements (effective date January 1, 2008),
IFRIC 13 - Customer Loyalty Programs (effective date July 1, 2008),

IFRIC 14 - IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding
Requirements and their Interaction (effective date January 1, 2008),

IFRS 2 - Amendment - Share-based Payments (effective date January 1, 2009).

Comparative amounts

In connection with implementation of IFRS 7, the Group reviewed
the presentation and changed the classification of the following items in the
balance sheet and income statement:

In order to achieve more relevant presentation of the structure of assets and
liabilities, there was a change in the structure of the current assets and liabilities
in the comparative balance sheet as at December 31, 2006. Non-financial assets
in the amount of CZK 64 million were reclassified from Trade receivables to
Other receivables. Non-financial liabilities in the amount of CZK 130 million
were reclassified from Trade and financial liabilities to Non-financial liabilities.

Basis of preparation of consolidated financial statements

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

In the year 2007, the Group decided to publish the Consolidated Income
Statement using the classification of expenses according to their function.
Management believes this method provides more relevant information to
users than the classification of expenses by nature. The consolidated income
statement for the year ended December 31, 2006 was reclassified accordingly.

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 Group,
directly or indirectly, has an interest of more than one half of the voting rights
or otherwise has power to exercise control over the operations, 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-Group transactions, balances and unrealised 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.

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.
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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 Group’s functional and presentation currency.

b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing as 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 recognised in the income statement.

) 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 as at the date of that balance sheet;
(i) 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 as at the dates of the transactions);
(i) all resulting exchange differences are recognised 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 recognised 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 cost less any accumulated
depreciation and impairment losses. Freehold land is subsequently stated at
cost less any impairment charges. Cost includes expenditures that are directly
attributable to the acquisition of the asset.

Subsequent costs are included in the asset’s carrying amount or recognised 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 year in which they are incurred.

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
[T 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, as 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 than its estimated recoverable amount (see Note 2.8).

Property, plant and equipment that is retired, or otherwise disposed of, is
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 capitalised on the basis of the costs incurred to acquire and bring
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prospéch prevysujici pofizovaci naklady po dobu del$i nez jeden rok, se vykazuji
jako nehmotna aktiva. Primé naklady zahrnuji osobni néklady pracovnikd
podilejicich se na vyvoji softwaru a odpovidajici podil prislusné rezie.

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

2.7 Dlouhodoba aktiva klasifikovana

jako aktiva drzena k prodeji
Skupina klasifikuje dlouhodobé aktivum (nebo vyfazovanou skupinu) jako
drzené k prodeji, pokud bude jeho Gcetni hodnota zpétné ziskana primarné
prodejni transakei spiSe nez pokracujicim uzivanim, a ocenuje jej v nizsi z jeho
zlistatkové hodnoty a Cisté realizovatelné hodnoty minus naklady souvisejici
s prodejem.

2.8 Snizeni hodnoty aktiv

Pozemky, budovy a zafizeni a ostatni nefinancni aktiva, vcetné nehmotnych
aktiv, jsou posuzovany z hlediska snizeni hodnoty, kdykoli urcité udalosti nebo
zmény okolnosti naznacuji, Ze jejich Gcetni hodnota nemusi byt realizovatelna.

Ztrata ze snizeni hodnoty je zalGctovana ve vysi Castky, o kterou UGcetni
hodnota aktiva prevySuje jeho realizovatelnou hodnotu. Realizovatelna
hodnota predstavuje reédlnou hodnotu snizenou o néklady prodeje nebo
hodnotu z uzivani, je-li vy$si. Za Gcelem posouzeni snizeni hodnoty jsou

identifikovatelné penézni toky (penézotvorné jednotky).

2.9 Zasoby

Zasoby se vykazuji v pofizovacich cenéch nebo v Gisté realizovatelné hodnoté,
je-li nizsi. Pofizovaci cena zahrnuje cenu pofizeni a vedlejsi naklady spojené
s pofizenim zéasob (doprava, clo, pojisténi apod.). V hodnot& tabakovych
néalepek, nedokonéené vyroby, hotovych vyrobkd a nakupovaného zbozi je
zahrnuta i spotebni dan. Hodnota nedokoncené vyroby a hotovych vyrobkd
zahrnuje pifmé materialové naklady a vyrobni rezii. Vyrobni rezie zahrnuje
predevsim mzdy, odpisy, spotiebu energii, nédklady na opravy a udrzovani
apod. Vétsina materialovych zasob je ocenéna v pramérnych cenach.

Cisté realizovatelna hodnota se rovné odhadnuté prodejni cené v bé&zném
podnikani snizené o odhadované variabilni ndklady nutné k realizaci prodeje.

2. 10 Pdjcky a pohledavky

Pijcky a pohledavky jsou nederivatova financni aktiva s danymi nebo
prepokladanymi platbami, ktera nejsou kdtovana na aktivnim trhu. Jsou
zahrnuta do kratkodobych aktiv, s vyjimkou dob splatnosti delsich nez
12 mésict po rozvahovém dni. Ta jsou klasifikovana jako dlouhodobé aktiva.
Pajcky a pohledavky jsou zahrnuty v rozvaze v pohledavkach z obchodnich
vztah( a jinych pohledavkach.

Obchodni pohledévky se prvotné vykazuji v redlné hodnoté a nésledné jsou
ocerovany zlstatkovou hodnotou na zékladé metody efektivni Grokové sazby
po odecteni opravné polozky na snizeni hodnoty. Opravna polozka na snizeni
hodnoty obchodnich pohledévek za domacimi a zahrani¢nimi odbérateli mimo
skupinuAltria se vytvari tehdy, jestlize existuji objektivni dikazy o tom, ze Skupina
nebude schopna inkasovat veskeré dluzné castky podle pavodné sjednanych
podminek. Vyznamné finanéni tézkosti odbératele, pravdépodobnost, ze
dluznik vstoupi do konkurzu, nedodrzenf splatnosti nebo prodlent ve splatnosti
zavazku (u pohledavek z obchodnich vztah( viiéi tietim straném od 30 do 90
dnf v zavislosti na individualnim posouzen situace dluznika) jsou indikatory,
7e obchodni pohledavky jsou znehodnoceny. Vyse opravné polozky je rozdil
mezi (¢etni hodnotou aktiva a soucasnou hodnotou odhadovanych budoucich
penéznich tokl diskontovanych plvodni efektivni Grokovou sazbou. Tvorba
této opravné polozky je zaGctovana do vykazu zisku a ztraty. Pohledavky za
spole¢nostmi skupiny Altria nejsou povazovany za pochybné.

2. 11 Penéini prostredky a penéini ekvivalenty

Penézni prostiedky a penézni ekvivalenty zahrnuji financni hotovost,
inkasovatelné bankovni vklady, ostatni vysoce likvidni kratkodobé
investice s pavodni dobou splatnosti tfi mésice a méné a debetni zlistatky
na bankovnich Gétech (kontokorentnf Géty). V rozvaze jsou debetnf
zlistatky na bankovnich Gétech (kontokorentni Géty) vykézany v polozce
kratkodobych zavazka.

2. 12 Obchodni zavazky

Obchodnf zavazky se prvotné vykazuji v realné hodnoté a nasledné jsou
ocenovany ztstatkovou hodnotou na zakladé metody efektivni Grokové sazby.

2. 13 Odlozena dan z pfijmu

Odlozen4 dan je vypodtena s pouzitim zavazkové metody uplatnéné na vsechny
docasné rozdily vzniklé mezi dariovou hodnotou aktiv a zdvazkd a jejich Géetni
hodnotou vykazovanou v Gcetni zavérce. Pokud ovéem odlozend dan vyplyva
z vychoziho zachyceni aktiva nebo zavazku z transakef jinych, nez je podnikova
kombinace, které v dobé vzniku nemaji dopad ani na Géetni ani na danovy zisk
nebo ztratu, pak se o ni netctuje. Odlozené dan z pifjma se stanovi za pouziti
dariové sazby (a dafiovych zakon(), které byly schvéleny nebo je proces jejich
schvalovani v podstaté dokoncen a o kterych se predpoklada, ze budou Géinné
v obdobi, ve kterém bude pfislusnd dariova pohledavka realizovana nebo
zévazek odlozené dané z prijma vyrovnan. Zmény v odlozené dani vyplyvajici ze
zmén dariovych sazeb jsou zachyceny ve vykazu zisku a ztraty.

Odlozené danové pohledavky se vykazuji v rozsahu, v némz je pravdépodobné,
7e bude v budoucnosti dosazeno zdanitelného zisku, ktery umozni uplatnéni
téchto prechodnych rozdild.

Odlozen4 dan je zadc¢tovana do vykazu zisku a ztraty s vyjimkou pripadd, kdy
se vztahuje k polozkdm Gctovanym pifmo do vlastniho kapitalu. V takovych
piipadech je také G¢tovana do vlastniho kapitalu.

2. 14 Zaméstnanecké pozitky

a) Dichodové pojisténi a penzijni pripojisténi

Skupina hradi pravidelné odvody do statniho rozpoctu k financovéanf statniho
dtichodového pojisténi v sazbach platnych pro dané obdobi z vyplacenych
hrubych mezd. Nad ramec téchto zakonnych odvodd nejsou vyzadovany
od Skupiny zadné jiné dodate¢né odvody. Naklady souvisejici s odvody jsou
zGCtovany ve vykazu zisku a ztraty ve stejném obdobi jako vyplata mezd
a platd, ke kterym se vztahuji.

Skupina také poskytuje svym zaméstnanclim penzijni pripojisténi formou
plateb nezavislym penzijnim fonddm v ramci platného penzijniho planu.
Tyto néklady jsou Gétovany do vykazu zisku a ztraty v obdobi, se kterym
Casove souviseji. Nad ramec téchto zékonnych odvodd nejsou vyzadovany od
Skupiny zadné jiné dodatec¢né odvody.

b) Odstupné a pozitky pii predéasném ukonceni pracovniho poméru
Odstupné a pozitky pri pred¢asném ukonceni pracovniho poméru se vyplacejf
v piipadé, 7e je pracovni pomér ukonéen pred normalnim odchodem do
dtichodu nebo pred uplynutim pracovni smlouvy. Skupina vykazuje pozitky
z pred¢asného ukonceni pracovniho poméru, pokud je zavézana k ukonceni
pracovniho poméru vybranych zaméstnanci v souladu se schvalenym
detailnim planem bez realné moznosti od tohoto planu odstoupit.

)] Uhrady akciemi

Altria  Group, Inc. poskytuje uréité plany Ghrad akciemi pro vedouci
pracovniky vsech spole¢nosti v ramci skupiny Altria. Tyto plany se vztahuj
k akciim spolecnosti Altria Group, Inc. Tyto plany predstavuji Ghrady vézané
na akcie vyporadané kapitalovymi nastroji. Na zakladé pravidel stanovenych
,Performace Incentive Plans® je vybranym zaméstnanctim poskytovana
dlouhodob4 odména v podobé naroku na akcie Altria Group, Inc., které by
jim mély byt v budoucnosti pfidéleny (,Deferred Stock®). K realizaci naroku
a nabyti akcii zaméstnanci dochézi po uplynuti zaméstnaneckého poméru
ti let od data poskytnuti naroku (,rozhodné obdobi). BEhem rozhodného
obdobi nemé zaméstnanec piistup k akciim a nemtze je prodat, pouzit
jako zéstavu nebo prevést na jinou osobu. Toto omezeni kon¢i na konci
rozhodného obdobi.

Hodnota nakladd sluzeb zaméstnanct vykazanych jako protihodnota za
pridélené naroky na akcie je uréena na zakladé realné hodnoty nérokd
k datu poskytnuti. Tato redlné hodnota odpovidé trzni cené akcii Altria
Group, Inc. k datu poskytnuti. Néklady jsou do vykazu zisku a ztraty
(néklady na zaméstnance a zaméstnanecké pozitky a sluzby) zdctovany
rovnomérné béhem rozhodného obdobi se souvztaznym zépisem do
vlastniho kapitalu. Celkovy néklad zaGctovany Skupinou zavisi na dobé
trvani  zaméstnaneckého poméru vedouciho pracovnika ve Skupiné
béhem rozhodného obdobi. K okamziku realizace naroku a ukoncenf



the specific software to use. These costs are amortised over their estimated
useful life (three to five years).

Costs associated with developing or maintaining computer software programs
are recognised 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 recognised as intangible assets. Direct costs include
the costs of employees involved in software development and an appropriate
portion of relevant overheads.

Computer software development costs recognised as assets and are amortised
over their estimated useful lives (not exceeding three years).

2.7 Non-current assets held for sale

The Group classifies non-current assets (or disposal groups) as held-for-sale
separately if their carrying amount is to be 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 non-financial 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 recognised 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 inflows (cash-generating units).

2.9 Inventories

Inventories are stated at the lower of cost and net realisable 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 labour, depreciation, power and heating, repair and
maintenance and other related costs. The value of tobacco, operating supplies
and spare parts is determined on the basis of weighted average cost.

Net realisable 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 receivables are recognised initially at fair values and subsequently measured at
amortised costs using the effective interest method, less a provision for impairment.
Such a provision for impairment of domestic and foreign third party 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. Significant financial
difficulties of the debtor, the probability that the debtor will enter bankruptcy and
default or there is delinquency in payments (in the case of trade receivables from
third parties more than 30 - 90 days overdue based on individual assessment of the
debtor) are considered indicators that the trade receivable is impaired. 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 recognised in the income statement. Receivables from Altria Group
companies are not considered bad debt.

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 on the
balance sheet within borrowings in current liabilities.
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2. 12 Trade Payables

Trade payables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method

2. 13 Deferred income tax

Deferred income taxation is calculated using the liability method applied to
all temporary differences arising between the tax base 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 and 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 realised or the deferred income tax liability is settled.
Changes in deferred tax resulting from the change in enacted tax rates are
reflected in current earnings.

Deferred income tax assets are recognised to the extent that it is probable
that future taxable profit will be available against which the temporary
differences can be utilised.

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 Governments 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. The Group has no
further payment obligations once the contributions have been paid.

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
recognises redundancy and termination benefits when it is demonstrably
committed to terminating the employment of current employees according
to a detailed formal plan without the possibility of withdrawal.

) Share-based payments

Altria Group, Inc. offers 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 a three-year service period (the vesting
period). During the vesting period, shares are restricted and cannot be sold,
assigned, used as collateral or transferred by the employee. The restrictions
lapse 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 as at the grant date. Fair
value corresponds to the market price of Altria Group, Inc. common stock
as at date the award is granted to the employee. Compensation cost is
recognised over the vesting period on a straight-line basis as a charge to
the employee benefits expense or services expense with a corresponding
entry in equity. The amount of compensation expense recognised
corresponds to the respective 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 as at the vesting date. The recharge
corresponds to the respective employee’s employment period with the
Group during the vesting period. The difference between the compensation
expense recognised by the Group and the recharged compensation amount
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omezeni souvisejiciho s akciemi je Skupiné prefakturovan naklad spojeny
s Uhradami akciemi vznikly na strané Altria Group, Inc. vychézejici
z trzni ceny akcif Altria Group, Inc. k datu realizace. Fakturovana castka
odpovida dobé trvani zaméstnaneckého poméru vedouciho pracovnika ve
Skupiné béhem rozhodného obdobi. Rozdil mezi ¢astkou vykazanou jako
protihodnota za pridélené naroky na strané Skupiny a prefakturovanym
nakladem je zaGdtovan do vlastniho kapitalu. Hodnota nékladd
vykézanych jako protihodnota za pridélené naroky v letech 2007 a 2006
byla nevyznamna.

2. 15 Rezervy

Skupina tvoli rezervy, pokud ma soucasny pravni nebo mimosmluvni
zévazek, ktery je vysledkem minulych udalosti, je pravdépodobné, Zze
k vyporadani tohoto zavazku bude nezbytné odcerpani prostiedkt, a méize
byt proveden spolehlivy odhad vyse zavazku. Rezervy se nevytvéreji na
budouci provoznf ztréaty.

Rezervy jsou ocenény v soucasné hodnoté nejlepsiho odhadu vydaja
potiebnych k vyrovnani soucasného zavazku k rozvahovém u dni.

2. 16 Vykazovani vynosu a nakladd

\lynosy predstavuji realnou hodnotu prijaté nebo nérokované protihodnoty za
prodej zbozi, vyrobkd a sluzeb, bez dané z pridané hodnoty a spotrebni dané,
po odpoctu slev a skont. Vynosy jsou vykazovéany néasledujicimi zptisoby:

Prodej vyrobkd a zbozi
Viynosy z prodeje vyrobki a zbozi se vykazuji, pokud Gcetnf jednotka prevedla

na kupujictho vyznamna rizika a odmény z vlastnictvi zbozi; nezachovava
si pokradujici manazerskou angazovanost v mife obvykle spojované
s vlastnictvim pozadovaného zbozi, ani skutecnou kontrolu nad timto
zbozim; castka vynost mize byt spolehlivé ocenéna; je pravdépodobné,
7e ekonomické uzitky, které jsou s transakci spojeny, poplynou do UGcetni
jednotky; a vzniklé néklady nebo néklady, které s ohledem na transakci teprve
vzniknou, mohou byt spolehlivé ocenény.

3. RIZENI FINANCNICH RIZIK
3.1 Faktory financniho rizika

Prodej sluzeb

\lynosy z poskytovani sluzeb se vykazuji, jestlize dojde k poskytnuti sluzby
za pomoci metod uzivanych pro stanoveni stupné dokoncenosti konkrétni
transakce, uréeného na zakladé skutecné poskytnuté sluzby k poméru
celkovych sluzeb, které maji byt poskytnuty.

WWnosy z dividend
Vlynos z dividend se vykazuje tehdy, kdyz vznikne pravo akcionéie na
prijeti platby.

Vynosy z Grokd
Urokovy vynos se vykazuje Casové rozliseny s pouzitim metody efektivni
rokové sazby a zohlednénim vyse nesplacené jistiny.

Soucasti nékladd na prodané vyrobky a zbozi jsou variabilni a fixni vyrobni
naklady, porizovaci cena nakoupeného zbozi a licenéni poplatky placené
za prodané vyrobky.

Odbytové néklady vyplyvaji z odbytové ¢innosti a kromé personélnich a rezijnich
naklad(i zahrnuji také odpisy majetku v oblasti prodeje, naklady spojené s expedici,
néklady na propagaci, podporu prodeje, prizkum trhu a sluzby zakaznikim.

Spravni naklady zahrnuji personaini a rezijni néklady a odpisy majetku ve
spravni oblasti.

2. 17 Leasing

Leasing je klasifikovan jako operativni leasing, jestlize podstatna cast rizik
a uzitkd vyplyvajicich z vlastnictvi zistava u pronajimatele. Splatky uhrazené
na zakladé operativniho leasingu se Gctuji do vykazu zisku a ztraty rovnomérné
po celou dobu trvani leasingu.

Leasing pozemkd, budov a zafizenf, pfi némz na Skupinu prechézi podstatna
¢ast rizik a odmén vyplyvajicich z vlastnictvi, je klasifikovan jako financni
leasing.

2. 18 Vyplata dividend

Vlyplata dividend akcionartim Spolecnosti se vykazuje v konsolidované acetn{
zévérce Skupiny jako zévazek v obdobi, ve kterém jsou dividendy schvaleny
akcionari Spole¢nosti.

Z Cinnosti Skupiny vyplyvé fada financnich rizik: trznf riziko, Gvérové riziko a riziko likvidity. Trzni riziko a riziko likvidity je Fizené centralnim oddélenim
Treasury skupiny PMI. Uvérové riziko je fzeno primarné Skupinou. PMI Treasury identifikuje, ocefiuje a zajistuje finanénf riziko v tizké spolupraci se Skupinou.
Rizent rizik provadi centralni oddéleni Treasury skupiny PMI v souladu s pravidly schvalenymi predstavenstvem Skupiny, ktera vychézi z PMI politik fizeni
finan¢niho rizika.

a) Trini riziko
Skupina pusobi na mezinarodnim trhu a je vystavena ménovému riziku vztahujicimu se k rdznym ménam. Ménové riziko vyplyva zejména z titulu budoucich

nékupti a pohledavek a zavazk( v cizich ménéch. Pro fizeni ménového rizika Skupina pfilezitostné nakupuje ménové opce prostrednictvim PMI Treasury v Lausanne,
o kterych actuje jako o zajistovacich finanénich derivéatech. V letech 2007 a 2006 Skupina neméla z&dné ménové opce.

Rozdéleni pohledavek podle mén:

Ugetni hodnota k 31. 12. 2007 CZK SKK EUR usD Ostatni Celkem
Pohledavky za tretimi stranami - domaci 5918 132 2 0 0 6 052
Pohledavky za tretimi stranami - zahrani¢n{ 0 0 6 54 2 62
Pohledéavky za spole¢nostmi skupiny Altria 0 0 52 3 3 58
Celkem 5918 132 60 57 5 6172
Ugetni hodnota k 31. 12. 2006 CZK SKK EUR usD Ostatni Celkem
Pohledavky za tretimi stranami - domaci 914 253 2 0 0 1169
Pohledavky za tretimi stranami - zahranién{ 9 0 4 48 2 63
Pohledavky za spole¢nostmi skupiny Altria 0 0 127 0 0 127
Celkem 923 253 133 48 2 1359




is recorded in equity. Amounts recognised as compensation expense in
2007 and 2006 were immaterial.

2. 15 Provisions

Provisions are recognised 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 recognised for
future operating losses.

Provisions are measured at the present value of the best estimate of the
expenditure required to settle the present obligation as at the balance
sheet date.

2. 16 Revenue and expense recognition

Revenue comprises the fair value of the consideration received or receivable
for the sale of goods and services,, net of value-added tax, excise tax, rebates
and discounts.

Sales of goods

Revenue from the sales of goods is recognised when the Group has transferred
the significant risks and rewards of ownership of the goods to the buyer;
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.

3. FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

ANNUAL REPORT 2007 | CONSOLIDATED FINANCIAL RESULTS [N

Sales of services

Sales of services are recognised 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.

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

Costs of goods sold include variable and fixed manufacturing costs, costs of
goods purchased for resale and royalties paid for the cigarettes sold.

Distribution expenses include personnel and material costs, and
depreciation and amortisation applicable to the distribution function, as
well as the costs of shipping, advertising, sales promotion, market research
and customer service.

Administrative expenses include personnel costs and overheads as well as
depreciation and amortisation applicable to the administrative function.

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 recognised as a liability
in the Group’s consolidated financial statements in the period in which the
dividends are approved by the Company’s shareholders.

The Group’s activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk. Market and liquidity risks are managed under approved
policies by a central Treasury group of PMI. Credit risk is managed primarily by the Group. PMI 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, which are based on PMI financial
risk management policies.

a) Market risk

The Group operates internationally and is exposed to foreign exchange risk arising from various currency exposures. Foreign exchange risk arises from
future purchase transactions and recognised assets and liabilities in foreign currencies. To hedge part of this exposure, the Group occasionally uses
currency option derivative instruments, transacted with PMI Treasury. There were no currency options used in 2007 and 2006.

Classification of receivables by currencies is as follows:

Carrying amount as at December 31, 2007 CZK SKK EUR usb Other Total
Receivables from third parties - domestic 5918 132 2 - - 6052
Receivables from third parties - foreign - - 6 54 2 62
Receivables from Altria Group entities - - 52 3 3 58
Total 5918 132 60 57 5 6172
Carrying amount as at December 31, 2006 CZK SKK EUR usb Other Total
Receivables from third parties - domestic 914 253 2 - - 1169
Receivables from third parties - foreign 9 - 4 48 2 63
Receivables from Altria Group entities - - 127 - - 127
Total 923 253 133 48 1359
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Analyzy citlivosti

Citlivost na zmény ménového kurzu

Skupina je vystavena ménovému riziku vyplyvajicimu zejména z transakci se spolecnostmi se sidlem v Evropské Unii a se spolecnostmi skupiny PMI se sidlem
ve Svycarsku. Nejvyznamnéj$imi ménami jsou euro a americky dolar. M&nové riziko je hodnoceno ve vztahu k doméci méné (eské koruna) k rozvahovému dni,
kdy jsou pohledavky a zavazky vedené v cizi méné prepocteny na ¢eské koruny kurzem Ceské narodni banky.

Analyza citlivosti zahrnuje pouze neuhrazena financnf aktiva a zavazky denominované v cizich ménach a mérf dopad z prepoctu téchto polozek k rozvahovému
dni kurzem Ceské nérodni banky (,CNB*) k 31. 12. 2007. Skupina povazuje mozny pohyb ménovych kurzd viéi Eeské koruné v nasledujicim obdobi +10%
(zhodnoceni ceské koruny) a ~10% (znehodnocenf Eeské koruny).

Analyza citlivosti na zmény kurzu je pripravena po jednotlivych ménach za predpokladu, ze kurzy ostatnich mén jsou beze zmény

Nasledujfcf tabulka predstavuje mozny dopad do vykazu zisku a ztraty pred zdanénim a na vlastn{ kapitél pfi o¢ekavaném posileni (+10%) nebo oslabenf (-10%)
Ceské koruny vaéi cizim ménam:

2007 -10% - znehodnoceni CZK
Ména EUR UsD
Zvydeni (+) / snizenf (=) zisku -2? -17

2007 +10% - zhodnoceni CZK
Ména EUR usD
Zvyeni (+) / snizenf (=) zisku 22 17

2006 -10% - znehodnoceni CZK
Ména EUR usb
Zvyseni (+) / snizeni (-) zisku -4 2

2006 +10% - zhodnoceni CZK
Ména EUR UsD
Zvydeni (+) / snizenf (-) zisku 4 -2

Citlivost na zmény Grokové sazby

Skupina je vystavena Grokovému riziku zejména v souvislosti s poskytovanim kratkodobych ptijcek se stanovenou dobou splatnosti a kratkodobych pujcek
splatnych na pozadani spolecnosti ve skupiné PMI. Skupina predpokladd mozny pohyb vynosové kivky v nésledujicim obdobi +/- 100 bazickych bod.

Pro poskytnuté kratkodobé ptjcky a kratkodobé pujcky splatné na pozadani poskytnuté spolec¢nosti ve skupiné PMI je dopad do vykazu zisku a ztraty pred
zdanénim stanoven na zakladé specifikované zmény Grokové sazby, kterd by nastala na zacatku Gcetntho obdobi a za predpokladu, ze by nedoslo k zadné
jiné zméné Urokovych sazeb v priibéhu celého Géetniho obdobi. Ostatni nederivatova financni aktiva a zavazky nejsou povazovany za Grokové citlivé.

Nasledujici tabulka predstavuje mozny dopad do vykazu zisku a ztraty pred zdanénim pii ofekdvaném naristu (+100 bazickych bod() nebo poklesu
(~100 bazickych bod() Grokovych sazeb:

Nardst drokové miry Pokles arokové miry
2007 0 100 baz. bodu 0 100 baz. bodd
Zvyeni (+) / snizenf () zisku -25 25

Narast drokové miry Pokles arokové miry

2006 0 100 baz. bodi o0 100 baz. bodi
Zvyseni (+) / snizeni (5) zisku 38 -38
b) Uvérové riziko

Skupina ma stanovena pravidla, ktera zajistuji, ze prodej vyrobk a zbozi s odlozenou splatnost je realizovan pouze s odbérateli, kteff spliuji podminky pro
Gvérovy prodej a maji piislusnou Gvérovou historii.

Vlyraznou podporu v této oblasti poskytuji Skupiné odbornici z PMI Treasury v Lausanne. Kromé PMI Treasury Skupina vyuziva k analyze protistran také sluzeb
externich ratingovych agentur.

P¥padna platebni neschopnost odbératele mize vést k bezprostrednim ztratdm s nezadoucim vlivem na hospodateni Skupiny. Z tohoto divodu
podléhé schvalovani obchodnich aktivit s novymi odbérateli standardizovanym postupdm prislusnych oddéleni Skupiny. Angazovanost Skupiny vadi
odbérateltm je fizena také prostrednictvim stanoveni Gvérovych limitd. Vyse téchto limitd je pravidelné monitorovana a vyhodnocovéna.

Soudasti Fizenf Gvérového rizika je aktivni sprava a fizeni pohledavek, kde se ke snizeni rizik pouzivaji standardni néstroje finanénich trhd, jako jsou bankovni
zaruky a platby predem.
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Sensitivity analysis

Sensitivity to exchange rates

The Group is exposed to the foreign currency risk arising from transactions performed mainly with companies in the European Union and PMI Swiss subsidiaries.
The common currencies used by the Group are the EUR and USD. The foreign currency risk is measured against the functional currency (CZK) as at the balance sheet
date, when the financial assets and liabilities denominated in foreign currencies are recalculated to CZK by applying the Czech National Bank exchange rate.

The sensitivity analysis considers only unpaid financial assets and liabilities denominated in foreign currencies and it measures the impact from recalculation
of these items as at the balance sheet date by using exchange rates published by the Czech National Bank as at December 31, 2007. The Group considers the
movements of exchange rates against CZK in the following period +10% (appreciation of CZK) and ~10% (depreciation of CZK) as possible.

The sensitivity analysis on exchange rate changes is prepared by individual currencies on the presumption that there is no movement in the exchange rates
of other currencies.

The following table presents the impact on profit and loss before tax of an appreciation (+10%) or depreciation (-10%) of CZK to foreign currencies:

2007 CZK depreciation by 10%
Currency EUR usb
Increase / (decrease) in profit or loss (22) 17)
2007 CZK appreciation by 10%
Currency EUR Uusb
Increase / (decrease) in profit or loss 22 17
2006 CZK depreciation by 10%
Currency EUR usb
Increase / (decrease) in profit or loss @) 2
2006 CZK appreciation by 10%
Currency EUR usb
Increase / (decrease) in profit or loss 4 @)

Sensitivity to interest rates

The Group is exposed to interest rate risk mainly in relation to short-term borrowings and short-term on-demand deposits with PMI companies. The Group
assumes the possible movements of the yield curve in the following period by +/- 100 of basis points.

For short-term loan receivables and short-term on-demand deposits with PMI companies, the impact on profit and loss before tax is determined on the basis
of a defined change in the interest rate, which would have arisen at the beginning of the accounting period and based on the assumption that no other
changes in the interest rate occurred during the entire accounting period. Other financial assets and liabilities are not considered to be sensitive to interest
rate movements.

The following table presents the possible impact on profit and loss and on equity before tax of an expected increase (+100 basis points) or decrease
(~100 basis points) of interest rates (in million CZK):

Interest rate increased Interest rate decreased by
2007 by 100 basis points 100 basis points
Increase / (decrease) in profit or loss (25) 25

Interest rate increased Interest rate decreased by
2006 by 100 basis points 100 basis points
Increase / (decrease) in profit or loss 38 (38)

b) Credit risk
The Group has policies in place to ensure that sales of products and merchandise on credit are made to customers who meet the Group’s criteria for credit
eligibility and have adequate credit history.

Considerable support in this area is provided by PMI Treasury specialists in Lausanne. Apart from PMI Treasury, the Group also uses the services of external
rating agencies for counterparty analysis.

Financial insolvency of a counterparty may result in immediate losses to the Group with an adverse impact on the Group’s financial position. Therefore,
the acceptance of new business is reliant on standard approval controls and procedures through the relevant departments of the Group. The Group’s
involvement with counterparties is managed by means of credit limits that are monitored and re-evaluated on a regular basis.

Active administration and management of receivables is incorporated into the credit risk management process and standard financial market instruments
such as bank guarantees and advance payments are used to reduce the risks.
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Zajisténi pohledavek

Pohledéavky z obchodnich vztaht jsou rozdéleny z hlediska strategie zajisténi na pohledavky za tuzemskymi odbérateli, zahrani¢nimi odbérateli a spole¢nostmi

skupiny Altria.

K zajisténi pohledavek za tuzemskymi odbérateli jsou v urcitych pripadech vyuzivany bankovni zaruky. Povinnym preventivnim nastrojem v pisemném smluvnim

vztahu je sankéni Grok z prodleni Ghrad.

Pohledavky z obchodnich vztaht za tuzemskymi odbérateli jsou rozdéleny do dvou skupin: pohledavky zajisténé bankovnimi zarukami a nezajisténé pohledavky za
odbérateli, kteff splnuji podminky poskytnuti nezajisténého Gvéru. Vyse nezajisténého Gvéru zavisi na celkovém a finanénim hodnoceni kazdého odbératele véetné
vyuziti externiho hodnoceni ratingovych agentur. Pohledavky z obchodnich vztah( se zahranicnimi odbérateli jsou castecéné zajistény bankovnimi zarukami. Pohledéavky
7 obchodnich vztaht za spolecnostmi skupiny Altria jsou povazovéany za nejméné rizikové, a proto nejsou zajisténé.

Maximalni expozice vici Gvérovému riziku

Maximalni expozice vGéi Gvérovému riziku souvisejici s obchodni éinnosti a poskytnutymi obchodnimi Gvéry odbératelim se rovna hrubé Gcetni hodnoté vyse

uvedenych finanénich aktiv snizené o pripadné ztraty ze snizeni hodnoty.

Neznehodnocena finanéni Neznehodnocena finanéni
Ugetni hodnota k 31. 12. 2007 aktiva do splatnosti aktiva po splatnosti Celkem
Pohledavky za tietimi stranami - domaci 6 046 6 6 052
Pohledavky za tetimi stranami - zahrani¢n{ 50 12 62
Pohledéavky za spole¢nostmi skupiny Altria 58 0 58
Uéty v bance 23 0 23
Kratkodobé pujcky a depozita u spriznénych stran 2217 0 2217
Celkem 8394 18 8412

Neznehodnocena finanéni Neznehodnocena finanéni
Ugetni hodnota k 31. 12. 2006 aktiva do splatnosti aktiva po splatnosti Celkem
Pohledavky za tietimi stranami - domaci 1168 1 1169
Pohledavky za tfetimi stranami - zahrani¢n{ 48 15 63
Pohledavky za spole¢nostmi skupiny Altria 127 0 127
Uéty v bance 303 0 303
Kratkodobé pujcky a depozita u spriznénych stran 3609 0 3609
Celkem 5255 16 5271
Koncentrace Gvérového rizika
Skupina sleduje koncentraci Gvérového rizika podle odbytovych region(.
Rozdéleni pohledéavek podle odbytovych regiont:

Ceska Slovenska
Ugetni hodnota k 31. 12. 2007 republika republika Ostatni Celkem
Pohledavky za tietimi stranami - domaci 5920 132 0 6 052
Pohledavky za tretimi stranami - zahrani¢n{ 0 0 62 62
Pohledéavky za spole¢nostmi skupiny Altria 0 0 58 58
Celkem 5920 132 120 6172
Ceska Slovenska

Ugetni hodnota k 31. 12. 2006 republika republika Ostatni Celkem
Pohledavky za tretimi stranami - domaci 915 254 0 1169
Pohledavky za tretimi stranami - zahranién{ 0 0 63 63
Pohledavky za spole¢nostmi skupiny Altria 0 0 127 127
Celkem 915 254 190 1359

Uvérova bonita finanénich aktiv, ktera nejsou po splatnosti ani znehodnocena °

Pri stanoveni ratingu financnich aktiv, ktera nejsou po splatnosti ani
znehodnocena, pouziva Skupina nasledujici kritéria.

o Ve tridé bonity 1 jsou zarazeny pohledavky vaéi odbérateldm
zajisténé bankovnimi zarukami, u nichz neexistuje zadny objektivni e
dtikaz, ktery by signalizoval mozné snizenf jejich hodnoty.

Ve tFidé bonity 2 jsou zafazeny nezajisténé pohledavky z obchodnich
vztah( za odbérateli, u kterych neexistuje zadny objektivni diikaz,

ktery by signalizoval mozné snizenf jejich hodnoty.

Standard & Poor’s rating spolecnosti Altria Group, Inc. je BBB+.

Jako banky a finan¢ni instituce pouzivané Skupinou jsou akceptovany
pouze ty s hodnocenim externi agentury Moody’s Aa3+ nebo vice.
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Receivables Security

With respect to the security strategy of trade receivables, trade receivables are separated into receivables from domestic customers, foreign customers and
Altria Group entities.

Bank quarantees, in certain cases, are used to secure receivables from domestic credit customers. Penalty interest on late payments is a compulsory preventative
instrument for all contractual relationships.

Trade receivables from domestic credit customers are divided into two groups: receivables secured by bank guarantees and unsecured receivables from customers
eligible for unsecured credit. Unsecured credit is based on an overall and financial assessment of each individual customer including usage of external rating agencies.
Trade receivables from third-party foreign customers are partially secured by bank guarantees. Trade receivables from Altria Group entities are considered as low-risk
receivables by the Company, and are therefore unsecured.

Maximum exposure to credit risk

The maximum exposure to credit risk in the case of activities connected to business operations and trade credits rendered to customers is calculated
as the gross carrying amount of the above-mentioned financial assets less any impairment losses.

Unimpaired financial

Unimpaired financial

Carrying amount as at December 31, 2007 assets not yet due assets past due Total
Receivables from third parties — domestic 6 046 6 6052
Receivables from third parties - foreign 50 12 62
Receivables from Altria Group entities 58 - 58
Cash at banks 23 - 23
Short-term loans and deposits with related parties 2217 - 2217
Total 8394 18 8412
Unimpaired financial Unimpaired financial
Carrying amount as at December 31, 2006 assets not yet due assets past due Total
Receivables from third parties - domestic 1168 1 1169
Receivables from third parties - foreign 48 15 63
Receivables from Altria Group entities 127 - 127
Cash at banks 303 - 303
Short-term loans and deposits with related parties 3609 - 3609
Total 5255 16 5271
Credit risk concentration
The Group monitors the concentration of credit risk by distribution regions.
Classification of receivables by distribution regions:
Czech
Carrying amount as at December 31, 2007 Republic Slovakia Other Total
Receivables from third parties — domestic 5920 132 6 052
Receivables from third parties - foreign - - 62
Receivables from Altria Group entities - - 58 58
Total 5920 132 120 6172
Czech
Carrying amount as at December 31, 2006 Republic Slovakia Other Total
Receivables from third parties - domestic 915 254 - 1169
Receivables from third parties - foreign - - 63 63
Receivables from Altria Group entities - - 127 127
Total 915 254 190 1359
Credit quality of financial assets not yet due and not impaired o Solvency class 2 includes receivables that are unsecured trade

The Group uses the following criteria when setting ratings of financial assets
that are not yet due and are not impaired.

L]
° Solvency class 1 includes receivables from third parties secured by
bank guarantees for which there is no objective evidence indicating ~ ®
impairment.

receivables from third parties for which there is no objective evidence
indicating impairment.

Standard & Poor’s Rating of the company Altria Group, Inc. is BBB+.

For banks and financial institutions, only independently rated parties
with a minimum rating of Aa3+ from Moody’s are accepted.
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Moody’s rating

Standard & Poor’s dlouhodobych
Stav k 31. 12. 2007 Bonita 1 Bonita 2 rating (BBB +) deposit (Aa3+) Celkem
Pohledavky za tretimi stranami - domaci 5185 861 0 0 6 046
Pohledavky za tretimi stranami - zahrani¢ni 18 32 0 0 50
Pohledavky za spole¢nostmi skupiny Altria 0 0 58 0 58
Uéty v bance 0 0 0 23 23
Kratkodobé pujcky a depozita u spriznénych stran 0 0 2217 0 2217
Celkem 5203 893 2275 23 8394

Moody'’s rating
Standard & Poor’s dlouhodobych

Stav k 31. 12. 2006 Bonita 1 Bonita 2 rating (BBB +) deposit (Aa3+) Celkem
Pohledavky za tretimi stranami - domaci 885 283 0 0 1168
Pohledavky za tretimi stranami - zahrani¢n{ 21 27 0 0 48
Pohledavky za spole¢nostmi skupiny Altria 0 0 127 0 127
Uéty v bance 0 0 0 303 303
Kratkodobé pujcky a depozita u spriznénych stran 0 0 3609 0 3609
Celkem 906 310 3736 303 5255

Utetni hodnota finanénich aktiv po splatnosti, ktera nejsou znehodnocena

0d data splatnosti uplynulo

Stav k 31. 12. 2007 Do 1 mésice 1 - 3 mésice Vice nez 3 mésice Celkem
Pohledavky za tietimi stranami - domaci 6 0 0 6
Pohledavky za tfetimi stranami - zahrani¢n{ 11 0 1 12
Celkem 17 0 1 18
0d data splatnosti uplynulo
Stav k 31. 12. 2006 Do 1 mésice 1 - 3 mésice Vice nez 3 mésice Celkem
Pohledavky za tietimi stranami - domaci 1 0 0 1
Pohledavky za tfetimi stranami - zahrani¢n{ 15 0 0 15
Celkem 16 0 0 16

c) Riziko likvidity

Obezietné fizeni rizika likvidity predpokladé udrzovani dostateéné Grovné hotovosti. Rizenf likvidity Skupiny provadi centralné oddéleni PMI Treasury
prostrednictvim doméciho a mezinarodniho systému ,cash pool“. V souladu s pravidly PMI pripravuje Skupina tydenni vyhled cash flow na nasledujici mésic
a mésicni vyhled na nasledujicich 12 mésica.

Analyza splatnosti smluvnich nediskontovanych penéznich toka

Stav k 31. 12. 2007 Do 3 mésici
Zavazky z obchodnich vztahd vidi tretim strandm a spole¢nostem skupiny Altria 971
Nevyplacené dividendy 12
Pijcky 3764
Stav k 31. 12. 2006 Do 3 mésici
Zéavazky z obchodnich vztahl vici tretim strandm a spolecnostem skupiny Altria 550
Nevyplacené dividendy 14
Pljcky 0

3.2 Rizeni kapitalu

Cilem Skupiny pfi fizeni kapitélu je zajisténi nepretrzité ¢innosti s cilem poskytovat akcionarim névratnost vlozenych prostiedkd. K udrzeni nebo Gpravé
kapitalové struktury Skupina maze upravit vysi dividendy, vydat nové akcie nebo prodat svdj majetek za Gcelem snizeni dluhu. Celkovy kapitél je pocitan jako
vlastni kapitél v rozvaze plus ¢isty dluh.

3.3 Odhad realné hodnoty

Redlnd hodnota finanénich nastrojii obchodovanych na aktivnich trzich je stanovena na zakladé kétovanych trznich cen platnych k rozvahovému dni. Pro stanoveni relné
hodnoty finan¢nich néstrojdi, které nejsou obchodovéany na aktivnim trhu, se pouzivaji techniky ocerovani. Skupina ¢ini predpoklady, pfi nichz vychazi z trznich podminek
existujicich ke kazdému rozvahovému dni. Z(istatkova hodnota obchodnich pohledavek, zavazké a ptijcek se blizi jejich realné hodnoté.
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Moody’s
Solvency Solvency  Standard & Poor’s  Long-term deposit
Balance as at December 31, 2007 class 1 class 2 Ratings (BBB +) rating (Aa3+) Total
Receivables from third parties — domestic 5185 861 - - 6 046
Receivables from third parties - foreign 18 32 - - 50
Receivables from Altria Group entities - - 58 - 58
Cash at banks - - - 23 23
Short-term loans and deposits with related parties - - 2217 - 2217
Total 5203 893 2275 23 8394
Moody’s
Solvency Solvency Standard & Poor’s  Long-term deposit
Balance as at December 31, 2006 class 1 class 2 Ratings (BBB +) rating (Aa3+) Total
Receivables from third parties - domestic 885 283 - - 1168
Receivables from third parties - foreign 21 27 - - 48
Receivables from Altria Group entities - - 127 - 127
Cash at banks - - - 303 303
Short-term loans and deposits with related parties - - 3609 - 3609
Total 906 310 3736 303 5255
Carrying amount of financial assets past due but not impaired
Months past due
Balance as at December 31, 2007 Less than 1 month 1-3 months  More than 3 months Total
Receivables from third parties - domestic 6 - - 6
Receivables from third parties - foreign 11 - 1 12
Total 17 - 1 18
Months past due
Balance as at December 31, 2006 Less than 1 month 1-3 months  More than 3 months Total
Receivables from third parties - domestic 1 - - 1
Receivables from third parties - foreign 15 - - 15
Total 16 - - 16

c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash. Liquidity of the Group is managed and controlled by the central PMI Treasury in Lausanne
via domestic and international Cash pool arrangements. Based on PMI policies, the Group prepares a weekly cash flow projection for the following month and
monthly cash flow projections for the following 12 months.

Contractual maturity analysis (undiscounted amounts)

Balance as at December 31, 2007 Less than 3 months

Trade payables to third parties and Altria Group entities 971
Dividend payable 12
Borrowings 3 764

Balance as at December 31, 2006 Less than 3 months

Trade payables to third parties and Altria Group entities 550
Dividend payable 14
Borrowings -

3.2 Capital risk management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order to provide returns for shareholders.
In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, issue new shares or sell assets to
reduce debt. Total capital is calculated as ‘equity’ as shown in the balance sheet plus net debt.

3.3 Fair value estimation

The fair value of financial instruments traded in active markets is based on quoted market prices as 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 as at each balance sheet date. The carrying amounts of trade receivables, trade payables and borrowings are assumed to approximate their fair values.
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4. INFORMACE O SEGMENTECH

a) Prvotni format vykaznictvi — dzemni segment
Informace o Gzemnim segmentu jsou poskytovany na zékladé Gzemniho umisténi aktiv Skupiny. Skupina mé aktiva umisténa v Ceské a Slovenské republice.

Vlysledky segment(i za rok konéici 31. 12. 2007 maji tuto strukturu:

Ceska Slovenska Konsolida¢ni

republika republika Gpravy Skupina
Hrubé trzby 10 847 2 244 0 13 091
Mezisegmentové trzby -2 719 -3 0 -2722
Trzby 8128 2241 0 10 369
Vysledek segmentu / Provozni zisk 3167 68 -609 2626
Finan¢ni naklady -13
Zisk pred zdanénim 2613
Dari -645
Cisty zisk 1968
Vysledky segment za rok konéici 31. 12. 2006 maji tuto strukturu:

Ceska Slovenska Konsolidaéni

republika republika Gpravy Skupina
Hrubé trzby 8773 2 140 0 10913
Mezisegmentové trzby -882 0 0 -882
Trzby 7891 2 140 0 10 031
Vysledek segmentu / Provozni zisk 2 207 54 320 2 581
Finanéni naklady -9
Zisk pred zdanénim 2572
Dar -666
Cisty zisk 1906

Sloupec ,Konsolidaén{ Gpravy“ predstavuje vylouceni podilu na zisku prijatého Spolecnosti od Dcefiné spole¢nosti béhem daného obdobi a vyloucenf
nerealizovaného zisku z hodnoty zésob drzenych ke konci roku Dcefinou spoleénosti. Zaporna hodnota konsolidacnich Gprav v roce 2007 je zptsobena
zvySenym prodejem zasob Spolecnosti své Dceriné spolecnosti na konci roku 2007 v disledku zvys$eni spotiebni dané na Slovensku od ledna 2008. Kladné
hodnota konsolidaénich Gprav v roce 2006 je zplisobena zvysenym prodejem zésob Spolec¢nosti své Dcefiné spolecnosti na konci roku 2005 v dtsledku
zvy$eni spotfebni dané na Slovensku v roce 2006. Tyto prodeje byly z pohledu Skupiny realizovany v roce 2006.

Ostatni informace o segmentech za rok koncici 31. 12. 2007:

Ceska Slovenska
republika republika Eliminace Nealokované Skupina
Odpisy dlouhodobych aktiv 399 24 0 0 423
Aktiva segmentu 15695 6 408 -1071 11 21043
Zévazky segmentu 6 286 6372 -439 163 12 382
\lydaje na dlouhodobé aktiva 146 16 0 0 162
Ostatnf{ informace o segmentech za rok koncici 31. 12. 2006:
Ceska Slovenska
republika republika Eliminace Nealokované Skupina
Odpisy dlouhodobych aktiv 338 28 0 0 366
Aktiva segmentu 12911 767 -145 92 13 625
Zéavazky segmentu 4 464 740 -84 164 5284
\lydaje na dlouhodobé aktiva 289 31 0 0 320

Aktiva segmentu tvoli prevazné pozemky, budovy a zafizeni, nehmotna aktiva, zasoby, pohledavky a provozni penézni prostredky. Nezahrnuji splatnou
a odlozenou dan z prijma.

Zéavazky segmentu jsou tvoreny provoznimi zavazky. Nezahrnuji odloZenou dar z pfijma.

Vydaje na dlouhodobé aktiva jsou tvoreny p¥rastky hmotnych aktiv (bod 5) a nehmotnych aktiv.
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4. SEGMENT REPORTING

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

The segment results for the year ended December 31, 2007 are as follows:

Czech Slovak Consolidation

Republic Republic adjustments Group
Total gross segment revenues 10 847 2 244 - 13 091
Inter-segment revenues (2719 (3) - (2722
Revenues 8128 2 241 - 10 369
Segment results / Profit from operations 3167 68 (609) 2 626
Finance costs (13)
Profit before tax 2613
Income tax expense (645)
Net Profit 1968
The segment results for the year ended December 31, 2006 are as follows:

Czech Slovak Consolidation

Republic Republic adjustments Group
Total gross segment revenues 8 773 2 140 - 10913
Inter-segment revenues (882) - - (882)
Revenues 7891 2 140 - 10 031
Segment results / Profit from operations 2 207 54 320 2 581
Finance costs ©)
Profit before tax 2572
Income tax expense (666)
Net Profit 1906

“Consolidation adjustments” represents dividends received by the Company from the Subsidiary during the current year and unrealised profit in the
year-end inventory balance held by the Subsidiary. The negative amount of consolidation adjustments for 2007 resulted from increased inventory sales
by the Company to the Subsidiary at the end of 2007 which was driven by the increase in excise tax in Slovakia in January 2008. The positive amount
of consolidation adjustments for 2006 resulted 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 realised in 2006 from the perspective of the consolidation level.

Other segment information for the year ended December 31, 2007:

Czech Slovak
Republic Republic Elimination Unallocated Group
Depreciation and amortisation 399 24 - - 423
Segment assets 15 695 6 408 (1071) 1 21043
Segment liabilities 6 286 6372 (439) 163 12 382
Capital expenditure 146 16 - - 162
Other segment information for the year ended December 31, 2006:
Czech Slovak
Republic Republic Elimination Unallocated Group
Depreciation and amortisation 338 28 - - 366
Segment assets 12 911 767 (145) 92 13 625
Segment liabilities 4 464 740 (84) 164 5 284
Capital expenditure 289 31 - - 320

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.
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Trzby z prodeje tretim stranam podle umisténi sidla zékaznika byly nésledujicf:

Ceské republika Slovenska republika Ostatni segmenty Celkem
2007 6 409 2241 1719 10 369
2006 6 560 2 140 1331 10 031

Polozka ,Ostatni segmenty® zahrnuje vyvozy do ostatnich zemi.

b) Druhotny format vykaznictvi — oborovy segment

Prodeje Skupiny jsou tvoreny prevazné prodejem tabakovych vyrobkd a proto Skupina vykazuje pouze jeden oborovy segment v druhotném formétu
vykaznictvi. Primarni Gcetni vykazy obsazené v této konsolidované Gcetni zavérce obsahuji vsechny informace pozadované pro druhotny format

vykaznictvi informaci o segmentech.

c) Analyza trzeb podle kategorii

2007 2006
Prodej vyrobki a zbozi 10 330 10 023
\lynosy z poskytovanych sluzeb 39 8
Celkem 10 369 10 031
5. POZEMKY, BUDOVY A ZARIZENI
Dopravni Pofizeni
Pozemky, prostiedky, aktiv
budovy stroje Inventar a poskytnuté
a stavby a zafizeni a vybaveni zélohy Celkem
K1 1. 2006
Pofizovaci cena 1849 4 046 87 50 6 032
Opravky a snizeni hodnoty -981 -2 342 -78 0 -3 401
Zustatkova hodnota 868 1704 9 50 2631
Rok konéici 31. 12. 2006
Pocate¢ni zlstatkovéa hodnota 868 1704 9 50 2631
Prirastky 48 258 19 -14 311
\yrazen( -12 -39 0 0 =51
Odpisy -86 -264 -4 0 -354
Kurzové rozdily 0 4 0 0 2
Koneéné zustatkova hodnota 818 1661 24 36 2539
K 31. 12. 2006
Pofizovaci cena 1831 3 806 98 36 5771
Oprévky a snizeni hodnoty -1013 2 145 -74 0 -3 232
Zustatkova hodnota 818 1661 24 36 2539
Rok koncici 31. 12. 2007
Pocatecni zlstatkovéa hodnota 818 1661 24 36 2539
Prirtstky 5 142 2 0 149
Vlyfazeni -7 -14 -1 0 =22
Odpisy -85 -321 -5 0 -411
Kurzové rozdily 2 3 0 0 4
Reklasifikace dlouhodobych aktiv drzenych k prodeji =27 -1 0 0 -28
Koneéné zustatkova hodnota 706 1469 20 36 2231
K 31. 12. 2007
Pofizovaci cena 1685 3586 89 36 5396
Oprévky a snizeni hodnoty -979 -2 117 -69 0 -3 165
Zustatkova hodnota 706 1469 20 36 2231
Pozemky, budovy a zafizeni drzené k prodeji k 31. 12. 2007 a 2006:
Dopravni Pofizeni
Pozemky, prostiedky, aktiv
budovy stroje Inventar a poskytnuté
a stavby a zafizeni a vybaveni zélohy Celkem
K1 1. 2006
Pofizovaci cena 159 32 17 0 208
Oprévky a snizeni hodnoty -149 -30 -17 0 -196
Zustatkova hodnota 10 2 0 0 12
Rok konéici 31. 12. 2006
Pocate¢ni zlstatkovéa hodnota 10 3 0 0 12
lyfazeni -10 -2 0 0 -12
Koneéné zustatkova hodnota 0 0 0 0 0
K 31. 12. 2007
Pofizovaci cena 135 10 2 0 147
Oprévky a snizeni hodnoty -108 -9 -2 0 -119
Zustatkova hodnota 27 1 0 0 28
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Sales to external customers by the location of the customers were as follows:

Czech Republic Slovak Republic Other segments Total
2007 6 409 2 241 1719 10 369
2006 6 560 2 140 1331 10 031

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

c) Analysis of sales by category

2007 2006
Sales of finished goods and merchandise 10 330 10 023
Revenues from services 39 8
Total 10 369 10 031
5. PROPERTY, PLANT AND EQUIPMENT
Vehicles Constructions
Property & Machinery Furniture in progress
& Buildings Equipment & Fixtures & Advances paid Total
As at January 1, 2006
Cost 1849 4 046 87 50 6032
Accumulated depreciation and impairment (981) (2 342) (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
Year ended December 31, 2006
Cost 1831 3806 98 36 5771
Accumulated depreciation and impairment (1013) (2 145) (74) - (3 232)
Net carrying amount 818 1661 24 36 2539
Year ended December 31, 2007
Opening net carrying amount 818 1661 24 36 2 539
Additions cost 5 142 2 - 149
Disposal net carrying amount @) (14) @) - (22)
Depreciation charge (85) (321 5) - (411
Exchange differences 2 2 - 4
Reclassification to PP&E classified as held for sale 27 @) - - (28)
Closing net book amount 706 1469 20 36 2231
As at December 31, 2007
Cost 1685 3586 89 36 5396
Accumulated depreciation and impairment (979) (2117 (69) (3 165)
Net carrying amount 706 1469 20 36 2231
PP&E classified as held-for-sale as at December 31, 2007 and 2006 were as follows:
Vehicles Constructions
Property & Machinery Furniture in progress
& Buildings Equipment & Fixtures & Advances paid Total
As at January 1, 2006
Cost 159 32 17 - 208
Accumulated depreciation and impairment (149) (30) (17 - (196)
Net carrying amount 10 2 - - 12
Year ended December 31, 2006
Opening net carrying amount 10 2 - - 12
Disposal net carrying amount (10) @) - - (12)
Closing net carrying amount - - - - -
As at December 31, 2007
Cost 135 10 2 - 147
Accumulated depreciation and impairment (108) ) @) - (119)
Net carrying amount 27 1 - - 28
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V prosinci 2007 vedeni Spole¢nosti schvalilo plan prodat pozemky, budovy a souvisejici zafizenf v Novém Ji¢iné. Podminky prodeje byly odsouhlaseny
s nezavislym kupujicim v prosinci 2007 s naslednym podpisem smlouvy dne 21. 1. 2008. V souladu s IFRS Skupina preklasifikovala v rozvaze
k 31. 12. 2007 veskery majetek, ktery byl predmétem prodeje, do samostatné kategorie ,dlouhodobé aktiva drzené k prodeji“. Tento majetek je ocenén
zlistatkovou hodnotou.

Najemné v hodnoté 123 miliont K¢ (2006: 138 miliond K&) za pronajem skladd, kancelaiskych prostor, strojniho zaffzenf a software je zahrnuto do vykazu
zisku a ztréty.

Veskeré vydaje na porizeni dlouhodobych aktiv byly financovéany z vlastnich zdrojd Skupiny.

6. SNIZENi HODNOTY POZEMKU, BUDOV A ZARIZENI

Skupina provéfila zdstatkovou hodnotu pozemk, budov a zafizeni z hlediska mozného snizeni hodnoty. V roce 2007 a 2006 nebylo vykazano zadné snizeni
hodnoty dlouhodobych aktiv.

7. ZASOBY

31. 12. 2007 31. 12. 2006
Materiél 1560 2839
Nedokonéena vyroba 202 274
Vyrobky 5 549 2415
Zbozi 2 985 106
Zasoby celkem 10 296 5634

Pofizovaci néklady na zésoby bez spotfebni dané a vyrobni rezie vykazané ve vykazu zisku a ztraty jako néklad a zahrnuté v polozce Néklady na prodané
vyrobky a zboZi &inily 4 196 miliond K& (2006: 3 817 milion K&).

8.  POHLEDAVKY Z OBCHODNICH VZTAHU A OSTATNI POHLEDAVKY

31. 12. 2007 31. 12. 2006
Pohledéavky z obchodnich vztah(:
Treti strany 6114 1232
Spriznéné strany 58 127
Celkem 6172 1359
Ostatni pohledavky:
Placené zélohy 46 62
Jiné pohledavky 3 2
Celkem 49 64
9.  PENEZNI PROSTREDKY A PENEZNI EKVIVALENTY

31. 12. 2007 31. 12. 2006
Uéty v bance 23 303
Kratkodobé plijcky spiiznéné strané splatné na pozadéani (bod 27) 2217 609
Kratkodoba ptij¢ka spiiznéné strané (bod 27) 0 3000
Penize a penézni prostredky celkem 2 240 3912

Kratkodobé pdjcka poskytnuté spriznéné strané predstavuje Groenou kratkodobou pdjcku se splatnosti do tfi mésict. Analyza kratkodobych pohledavek za
spriznénymi stranami je uvedena v bodé 27.

Penézni prostiedky, penézni ekvivalenty a debetni zGstatky na bankovnich Gctech pro Gcely sestaveni vykazu penéznich tokl jsou nasledujici:

31. 12. 2007 31. 12. 2006
Penézni prostredky a penézni ekvivalenty 2 240 3912
Debetni zlistatky na bankovnich Gctech -28 0
Kratkodobé pujcky od spiiznénych stran splatné na pozadani -212 0
Kratkodobé pujcka od spriznéné strany -3 524 0
Penize a penéini prostredky celkem -1524 3912
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In December 2007, management of the Company approved the plan to sell the land, buildings and related operating equipment in Novy Ji¢in. Terms and
conditions of the sale were agreed with an independent buyer in December 2007 with the Agreement being signed on January 21, 2008. In accordance with
IFRS, the Group reclassified all assets subject to the sale as “assets held for sale” on the face of the balance sheet as at December 31, 2007. These assets are
valued at their net book value.

Lease rentals amounting to CZK 123 million (2006: CZK 138 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. 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 recognised
in 2007 and 2006.

7. INVENTORIES

December 31, 2007 December 31, 2006
Materials 1560 2 839
Work-in-progress 202 274
Finished goods 5549 2415
Merchandise 2 985 106
Total inventories 10 296 5634

The cost of inventories, excluding excise tax and allocated overheads, recognised as expense in 2007 and included in Costs of goods sold amounted
to CZK 4 196 million (2006: 3 817 million).

8. TRADEAND OTHER RECEIVABLES

December 31, 2007 December 31, 2006
Trade receivables
Third parties 6114 1232
Related parties 58 127
Total 6172 1359
Other receivables
Prepayments 46 62
Other receivables 3 2
Total 49 64
9. CASHAND CASH EQUIVALENTS

December 31, 2007 December 31, 2006
Cash at banks 23 303
On-demand deposits with related parties (Note 27) 2217 609
Short-term loan with related party (Note 27) - 3000
Total cash and cash equivalents 2 240 3912

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

Cash, cash equivalents and bank overdrafts for the purposes of the cash flow statement include the following:

December 31, 2007 December 31, 2006
Cash and cash equivalents 2 240 3912
Bank overdrafts (28) -
Interest bearing on-demand borrowings with related parties (212) -
Short-term borrowings with related parties (3 524)

Total cash and cash equivalents (1524) 3912
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10. ZAKLADNI KAPITAL

Zé&kladni kapital Spole¢nosti predstavuje 2 745 386 kust akcii v nominalni hodnoté 1 000 K¢ a je plné splacen. V préibéhu predchézejicich dvou let nedoslo
k zadnym zménéam v zékladnim kapitélu a poctu nebo druhu akeif.

Zé&kladni kapital Spolecnosti je rozvrzen na:

Pocet akcii Hodnota v Ké
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 stejné préava.
Identifikacni oznaceni akcif Spolecnosti podle mezinarodniho systému ¢islovani je ISIN: CS0008418869.

Akcie Spole¢nosti jsou prijaty k obchodovéani na trhu organizovaném Burzou cennych papird Praha, a.s. a RM-Systémem, a.s. Vefejnosti bylo k 31. 12. 2007
drzeno 2 745 386 kust akcii, z toho 77,6 % bylo drzeno spole¢nosti Philip Morris Holland B.V.

Spoleénost i Deefina spole¢nost vytvorily zakonny rezervni fond. Rezervni fond nesmf byt pouzit k rozdéleni akcionariim, ale maze byt pouzit k Ghradé ztraty.

\lyse zakonného rezervniho fondu ve Spolecnosti je 20 % zakladniho kapitalu Spolecnosti a vyse zékonného rezervniho fondu v Dceriné spolecnosti je 10 %
zékladniho kapitalu Dceriné spolec¢nosti.

11. OBCHODNI A FINANCNI ZAVAZKY

31. 12. 2007 31. 12. 2006
Obchodni a finanéni zavazky
Treti strany 437 272
Ostatnf spifznéné strany 307 132
Dohadné Gcty pasivni 227 146
Nevyplacené dividendy 12 14
Celkem 983 564
Nefinanéni zavazky
Zéavazky v(ci zaméstnanciim 86 77
Zéavazky ze socialntho zabezpeceni a zdravotniho pojisténi 36 40
Prijaté zalohy 5 0
Ostatni zavazky 13 13
Celkem 140 130
Zéavazky vyplyvajici z transakci mezi spfiznénymi stranami jsou popsény v bodé 27.
12. OSTATNI DANOVE ZAVAZKY

31. 12. 2007 31. 12. 2006
Dan z pfidané hodnoty 1289 498
Spotiebni dari 6028 3878
Ostatni dané 15 16
Celkem 7332 4392
13. PUJCKY

31. 12. 2007 31. 12. 2006
Debetni zlistatky na bankovnich Gctech 28 0
Kratkodobé pajcky od spriznénych stran splatné na pozadani 212 0
Kratkodoba ptjcka od spiiznéné strany 3524 0
Celkem 3764 0

Primérna Grokova sazba z debetnich zastatkd na bankovnich Gcétech byla 4,84 % p.a. Pramérna Grokovéa sazba z prijatych kratkodobych pajéek
splatnych na pozadani poskytnutych Philip Morris Finance S.A. byla 3,58 % p.a. Kratkodobé ptjcky predstavuji pajcky poskytnuté spoleénosti Philip
Morris Finance S.A. Pajcka byla splatna dne 2. 2. 2008 a primérna Grokové sazba byla 4,72 %. p.a.
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10. SHARE CAPITAL

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

Number of shares Value in CZK
Unregistered ordinary shares certificated 831 688 831 688 000
Registered ordinary shares dematerialised 1913 698 1913 698 000
Total ordinary 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 organised by the Prague Stock Exchange and the RM-S - Czech Share Trading System.
As at December 31, 2007, 2 745 386 shares were publicly held, of which 77.6% were held by the Company Philip Morris Holland B.V.

Both companies of the Group created their statutory reserve fund. It 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.

11. TRADEAND OTHER LIABILITIES

December 31, 2007 December 31, 2006
Trade and other financial liabilities
Third parties 437 272
Other related parties 307 132
Accrued expenses 227 146
Dividends payable 12 14
Total 983 564
Other non-financial liabilities
Amounts due to employees 86 77
Social security and health insurance 36 40
Advances received 5 -
Other payable 13 13
Total 140 130
Trade payables to related parties are disclosed in Note 27.
12. OTHER TAX LIABILITIES

December 31, 2007 December 31, 2006
VAT 1289 498
Excise tax 6 028 3878
Other taxes 15 16
Total 7332 4392
13. BORROWINGS

December 31, 2007 December 31, 2006
Bank overdrafts 28 -
Interest bearing on-demand borrowings with related parties 212 -
Short-term borrowings with related parties 3524 -
Total 3764 -

The average interest rate of the bank overdraft was 4.847% p.a. The average interest rate of interest bearing on-demand borrowings with Philip Morris Finance
S.A. was 3.58% p.a. Short-term borrowings represented borrowings with Philip Morris Finance S.A. with the maturity on February 2, 2008. The average interest
rate was 4.72% p.a.
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14. ODLOZENA DAN Z PRIJMU

Odlozené danové pohledéavky a zavazky jsou vzajemné kompenzovéany, pokud existuje ze zékona vymahatelné pravo kompenzace kratkodobych danovych
pohledévek proti kratkodobym danovym zavazkam a pokud se odlozené dan vztahuje ke stejnému finanénimu Gradu.

Kompenzované ¢astky jsou nésledujict:

31. 12. 2007 31. 12. 2006
Odlozena dariova pohledévka - nekompenzovana 6 8
Odlozena darnova pohledavka 6 8
OdloZen4 dariova pohledéavka 150 28
Odlozeny danovy zévazek -145 -192
Odlozend danovéa pohledévka (+) / zavazek (-) 5 -164
Odlozena darnova pohledavka
- Odlozena danova pohledavka s ocekéavanou realizaci do 12 mésict 149 28
- Odlozen4 darové pohledavka s ocekavanou realizaci za vice nez 12 mésict 7 8
156 36
Odlozeny danovy zavazek
- Odlozeny dariovy zavazek, ktery ma byt vyrovnan do 12 mésict -19 -27
- Odlozeny dariovy zavazek, ktery ma byt vyrovnan za vice nez 12 mésict -126 -170
-145 -192
Brutto pohyb na Gctu odlozené dané z piijm0 je néasledujict:
2007 2006
K1 1 -156 -49
Zalétovani ve vykazu zisku a ztraty 167 -107
K31. 12. 11 -156

Zmény odloZenych dariovych pohledévek a zdvazk (pred kompenzaci zstatkd v rémci téZe dafové jurisdikce) v daném obdobi byly nasleduijict:

Odlozeny daiiovy zavazek

Zrychlené daiové odpisy

K 1. 1. 2006 -170
Zalcétovani do vykazu zisku a ztraty -22
K 31. 12. 2006 -192
Zalétovani do vykazu zisku a ztraty 47
K 31. 12. 2007 -145

Majetek

Snizeni Eliminace Gctovany

hodnoty Uhrady  nerealizovaného pfimo
Odlozena darova pohledavka Odpisy zasob akciemi zisku  do nakladd Ostatni Celkem
K 1. 1. 2006 5 5 0 103 6 2 121
Zauctovani do vykazu zisku a ztraty -1 -2 S -93 -3 9 -85
K 31. 12. 2006 4 3 5 10 3 11 36
Zalcétovani do vykazu zisku a ztraty -1 -1 -2 119 0 5 120
K 31. 12. 2007 3 2 3 129 3 16 156

K 31. 12. 2006 byly odloZena dafiova pohledavka (+) a zavazek (-) vypodteny sazbou ve vysi 24 % ze zékladu. K 31. 12. 2007 byly odloZena dafova
pohledévka (+) a zavazek (-) vypocteny sazbou ve vy$i 21 %, 20 % a 19 % v zévislosti na roce, ve kterém dojde k realizaci docasnych rozdild v souladu
s platnou dariovou legislativou. Zména platnych sazeb dané je vysledkem dafiové reformy platné od 1. 1. 2008, schvélené prezidentem Ceské republiky

v ffjnu 2007.

K 31. 12. 2006 a 2007 byla odlozena dariova pohledavka Dcefiné spolecnosti vypoctena ve vysi 19 % ze zakladu dané ve Slovenské republice.

15. OSTATNI VYNOSY

Ostatni vynosy zahrnujf pfijaté Groky z kratkodobych plijéek a depozit poskytnutych spiiznénym straném (bod 27).

2007 2006
Pajcky spriznénym stranam 96 55
Banky 6 4
Celkem 102 59




ANNUAL REPORT 2007 | CONSOLIDATED FINANCIAL RESULTS [N

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.

The offset amounts are as follows:

December 31, 2007 December 31, 2006
Deferred tax assets not offset 6 8
Deferred tax assets 6 8
Deferred tax assets 150 28
Deferred tax liabilities (145) (192)
Deferred tax assets / (liabilities) offset 5 (164)
Deferred tax assets
- Deferred tax assets to be recovered within 12 months 149 28
- Deferred tax asset to be recovered after more than 12 months 7 8
156 36
Deferred tax liabilities
- Deferred tax liabilities to be recovered within 12 months (19) (22)
- Deferred tax liabilities to be recovered after more than 12 months (126) (170)
(145) (192)
The gross movement in the deferred income tax is as follows:
2007 2006
January 1 (156) (49
Income statement (charge) / credit 167 (107)
December 31 11 (156)

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
As at January 1, 2006 (170)
Charge to the income statement (22)
As at December 31, 2006 (192)
Credit to the income statement 47
As at December 31, 2007 (145)

Provisions Share- Unrealised

for -based profit
Deferred tax assets Depreciation inventories  payments elimination Assets Other Total
As at January 1, 2006 5 5 0 103 6 2 121
Credit/(charge) to the income statement (1) @) 5 93) (3) 9 (85)
As at December 1, 2006 4 3 5 10 3 11 36
Credit/(charge) to the income statement (1) (1) @) 119 0 5 120
As at December 1, 2007 3 2 3 129 3 16 156

As at December 31, 2006, the deferred tax asset (+) and liability (-) was calculated at the rate 24%. As at December 31, 2007, the deferred tax asset (+)
and liability (-) was calculated at the rate of 21%, 20% and 19% (depending upon the period in which the temporary difference is expected to reverse)
in accordance with the enacted tax legislation. The change in enacted tax rates resulted from tax reform for the periods starting after 1 January 2008 approved
by the president of the Czech Republic in October 2007.

As at December 31, 2006 and 2007, the deferred tax asset was calculated at the 19% rate in the Slovak Republic.

15. OTHER INCOME

Other income includes the interest income received from interest bearing short-term loans and deposits with related parties, see Note 27.

2007 2006
Loans to related parties 96 55
Banks 6 4

Total 102 59
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16. DRUHOVE CLENENI NAKLADU - DOPLNUJICI INFORMACE

2007 2006
Zmény stavu zasob hotovych vyrobkd a nedokonéené vyroby -180 35
Spotieba materidlu a energie 4 443 3904
Sluzby 2130 2017
Néklady na zaméstnance a zaméstnanecké pozitky 974 1060
Odpisy a amortizace 423 366
Ostatnf 65 116
Naklady na prodané vyrobky a zbozi, odbytové a administrativni naklady 7 855 7 498
17. NAKLADY NA ZAMESTNANCE A ZAMESTNANECKE POZITKY

2007 2006
Mzdové néklady vcetné nakladti souvisejicich s ukonéenim pracovniho
poméru ve vys$i 54 miliont K& (2006: 54 milionti K&) 712 756
Néklady na sociélni zabezpeceni a zdravotni pojistén 92 98
Penzijni néklady - plany definovanych piispévki 143 155
Ostatni socialni naklady 27 51
Celkem 974 1060

K 31. 12. 2007 méla Skupina 1 109 zaméstnanct (2006: 1 280) véetné 42 fidicich pracovniki (2006: 47). Ridici pracovnici Skupiny zahrnujf feditele odbort
a vedoucf Usekd.

Néklady souvisejici s ukonéenim pracovniho poméru vykézané za rok 2006 zahrnuji rezervu na odstupné ve vysi 34 miliond K¢ jak je uvedeno v bodé 18.

Na zakladé zakona Skupina odvadi piispévky na socialni a diichodové zabezpeceni, zdravotni pojisténi a prispévek na statni politiku zaméstnanosti. Prispévky
za rok 2007 a 2006 ¢inily 35% z objemu hrubych mezd. Skupina nenf povinna platit dalsi piispévky nad ramec zakonnych odvodd.

Skupina déle poskytuje svym zaméstnanctm doplitkové penzijni pripojisténi formou piispévkl nezavislym penzijnim fonddim na zakladé schvaleného penzijniho
planu Skupiny.

Principy zaméstnanosti a odmérovani jsou feseny kolektivni smlouvou. PFi kolektivnim vyjednavani probiha kontrola dodrzovani pracovné pravnich
predpist ve Spole¢nosti.

18. REZERVY

V roce 2006 vedeni Skupiny schvalilo plan tykajici se restrukturalizace oddéleni prodeje a distribuce a plan prechodu uréitych aktivit Géetniho oddéleni
do regionalniho centra sdilenych sluzeb v Krakové. Odhadované néklady na restrukturalizaci k 31. 12. 2006 ve vysi 30 miliont K¢ predstavovaly odstupné
zaméstnancu identifikovanych v téchto planech. Odhad byl vypodten v souladu s platnou Kolektivni smlouvou, ktera definovala vypocet odstupného. Rezerva
byla v pIné vysi vyuzita v prvnim pololeti roku 2007.

K 31. 12. 2007 Skupina nevykazuje 7&dné rezervy.

19. OSTATNi PROVOZNI VYNOSY

2007 2006
Kurzové zisky 121 72
Prodej tabakového prachu 6 6
Zisk z prodeje pozemk, budov a zafizenf 12 1
Ostatni vynosy 7 4
Celkem 146 83
20. OSTATNI PROVOZNI NAKLADY

2007 2006
Kurzové ztraty 106 39
Bankovni poplatky 18 22
Ostatni dané a poplatky 3 6
Ztrata z prodeje materialu 2 1
Uvedeni pozemki do pavodniho stavu 0 10
Ostatni naklady 7 16
Celkem 136 94
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16. EXPENSES BY NATURE - ADDITIONAL INFORMATION

2007 2006
Changes in inventories of FG and WIP (180) 35
Raw materials and consumables used 4 443 3904
Services 2130 2017
Employee benefits expense 974 1060
Depreciation and amortisation 423 366
Other 65 116
Costs of goods sold, distribution and administrative expenses 7 855 7498
17. EMPLOYEE BENEFITS EXPENSE

2007 2006
Wages and salaries, including termination
benefits CZK 59 million (2006: CZK 56 million) 712 756
Social security and health insurance 92 98
Pension costs - defined contribution plans 143 155
Other employee-related costs 27 51
Total 974 1060

As at December 31, 2007, the number of employees was 1 109 (2006: 1 280) including 42 managers (2006: 47). Managers of the Group include employees
who are department heads and senior managers.

Termination benefits recognised in 2006 include a provision for redundancy payments of CZK 34 million reported as at December 31, 2006, described in Note 18.

The Group is legally required to make contributions to government health, retirement benefit and unemployment schemes. During 2007 and 2006, 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.

Principles of employment and remuneration are covered by the collective agreement. Audit of the observancy of labor law regulations in the Company takes
place during the collective negotiating.

18. PROVISIONS

In 2006, management of the Group approved a plan related to the sale and distribution force restructuring and to the transfer of certain finance activities
to the regional shared service centre in Krakow. The estimated restructuring expense representing termination payments to those made redundant were
CZK 34 million as at December 31, 2006. The estimate was based on the number of employees identified in the plans and the Collective Labour Agreement
valid in 2006, which specified the amount to be paid to those affected. The amount of the provision was fully utilised in the first half of 2007.

As at December 31, 2007, there are no provisions recognised.

19. OTHER OPERATING INCOME

2007 2006
Exchange rate gains 121 72
Sales of tobacco dust 6 6
Gains on sales of PP&E 12 1
Other 7 4
Total 146 83
20. OTHER OPERATING EXPENSE

2007 2006
Exchange rate loss 106 39
Bank charges 18 22
Other taxes & fees 3 6
Loss on sales of materials ? 1
Site restoration costs - 10
Other 7 16

Total 136 94
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21. CISTE ZISKY A ZTRATY Z FINANCNICH NASTROJU

Penézni
2007 Pohledavky ekvivalenty Zavazky Celkem
Provozni vynosy
Kurzové zisky 25 21 75 121
Pijaty Grok 0 102 0 102
Provozni néklady
Kurzové ztraty -70 -11 -25 -106
Cisté zisky (+) / ztraty (=) -45 112 50 117
Penézni
2007 Pohledavky ekvivalenty Zavazky Celkem
Finanéni néklady
Uroky placené 0 -13 0 -13
Cista ztrata 0 -13 0 -13
Penézni
2006 Pohledavky ekvivalenty Zavazky Celkem
Provozni vynosy
Kurzové zisky 16 12 44 72
Prijaty darok 0 59 0 59
Provozni néklady
Kurzové ztraty -24 -4 -7 -35
Cisté zisky (+) / ztraty (=) -8 67 37 96
Penézni
2006 Pohledavky ekvivalenty Zavazky Celkem
Finanéni naklady
Uroky placené 0 -9 0 -9
Cista ztrata 0 -9 0 -9
22. DANZ PRIJMU
2007 2006
Splatna dan -812 -559
Odlozena dai (bod 14) 167 -107
Celkem - 645 -666

Sazba dané z pifjmu v Ceské republice byla pro rok 2007 stanovena ve vy&i 24 % (2006: 24 %). S G&innosti od 1. 1. 2008 byla zménéna na 21 %, s G&innosti od
1.1. 2009 na 20 % a na 19 % s Gcinnosti od 1. 1. 2010; sazba dané z pifjma ve Slovenské republice byla v roce 2007 a 2006 ve vysi 19 %.

Dan ze zisku Skupiny pred zdanénim se lisi od teoretické ¢astky, kterd by vznikla pouzitim piislusnych darovych sazeb na zisky Skupiny, takto:

2007 2006
Ugetni zisk pred zdanénim 2613 2572
Platné sazba dané z prijmi 24 % 24 %
Teoretické dari z Géetniho zisku pred zdanénim -627 -617
Néklady neodpocitatelné pro darové Géely -39 -41
Dopad zmény sazby pro vypocet odlozené dané (21 %, 20 % a 19 %) 33 3
Ostatni -12 -1
Dan z pfijma celkem -645 -666

Dopad zmény sazby odlozené dané vyplyva z dariové reformy schvélené prezidentem Ceské republiky v Kjnu 2007. Tato reforma zavadf postupné snizovani
danové sazby v budoucich letech. Odlozené dan byla k 31. 12. 2007 vypoctena za pouziti téchto novych sazeb.

23. ZISK NA AKCII

Zé&kladni a zredény ukazatel zisku na akcii je vypocteny jako podil zisku pripadajiciho na osoby drzici vlastni kapital Spole¢nosti k vazenému aritmetickému
priméru poctu kmenovych akcii v obéhu béhem roku po vylouceni kmenovych akcii zakoupenych Skupinou a drzenych v podobé vlastnich akci.

2007 2006
Zisk pripadajicf akcionakim (v milionech K&) 1968 1906
Vazeny priimér poctu akcif v obéhu za dané obdobi (v tisicich kust) 2 745 2 745
Zisk na akcii v K& 717 694
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21. NET PROFITS AND LOSSES FROM FINANCIAL INSTRUMENTS

Cash
2007 Receivables equivalents Payables Total
Operating income
Foreign exchange gain 25 21 75 121
Interest income - 102 - 102
Operating expense
Foreign exchange losses (70) (1D (25 (106)
Net gain / (loss) (45) 112 50 117
Cash
2007 Receivables equivalents Payables Total
Financial expense
Interest expense - (13) - (13)
Net loss - (13) - (13)
Cash
2006 Receivables equivalents Payables Total
Operating income
Foreign exchange gain 16 12 44 72
Interest income - 59 - 59
Operating expense
Foreign exchange losses (24) @) @) (35)
Net gain / (loss) 8) 67 37 96
Cash
2006 Receivables equivalents Payables Total
Financial expense
Interest expense - © = ©)
Net loss - 9 - 9
22. INCOME TAX EXPENSE
2007 2006
Current tax (812) (559)
Deferred tax (Note 14) 167 (107)
Total (645) (666)

Statutory income tax rate in the Czech Republic for the 2007 assessment period was 24% (2006: 24%). Effective from January 1, 2008, the rate
in the Czech Republic has changed to 21%, effective from January 1, 2009 to 20% and effective from January 1, 2010 to 19%; the Slovak corporate income tax

rate for 2007 and 2006 was 19%.

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

2007 2006
Profit before tax 2613 2572
Applicable tax rate 24% 24%
Tax calculated at local tax rate applicable to profit before tax (627) (617)
Expenses not deductible for tax purposes (39) (41
Effect of lower rate used for deferred tax calculation (21%, 20% and 19%) 33 3
Other (12) (1)
Tax charge (645) (666)

Effect of lower enacted income tax rate results from the stepped change in tax legislation for the future years approved by the president of the Czech Republic

in October 2007. The Company used the newly enacted tax rated for the deferred tax calculation as at December 31, 2007.

23. EARNINGS PER SHARE

Basic and diluted earnings per share is calculated by dividing the net profit attributable to shareholders of the Group by the weighed average number

of ordinary shares in issue during the year.

December 31, 2007 December 31, 2006

Income attributable to shareholders in CZK million 1968
Weighted average number of ordinary shares in issue in thousands 2 745
Basic earning per share in CZK 717

1906
2745
694




VYROCNI ZPRAVA 2007 | KONSOLIDOVANE FINANCNI VYSLEDKY

24. DIVIDENDY NAAKCII

Valné hromada akcion&rd Spolenosti schvalila v dubnu 2007 vyplatu dividend ve vy$i 1 647 miliond K& (600 K& na akcii) a v dubnu 2006 ve vysi
3053 miliond K& (1 112 K& na akcii).

O tom, zda bude vyplacena dividenda za Géetni obdobi 2007 a v jaké vysi, rozhodnou akcionari na fadné valné hromadé Spolecnosti, které se bude konat dne
28. 4. 2008.

25. SMLUVNI A JINE BUDOUCI ZAVAZKY

Skupina neni Gcastna zadnych soudnich, spravnich nebo rozhodcich fizeni, kterd by méla nebo mohla mit vyznamny vliv na financni situaci Skupiny.
Finanéni Grad proved| danové kontroly vsech zdanovacich obdobi az do roku 2006 véetné. Financni Grady mohou provést danovou kontrolu do &tyr let od

konce prislusného zdanovaciho obdobi a mohou domérit dariovou povinnost a prislusné penale. Vedeni Skupiny si nenf védomo zadnych skutecnosti, které by
v tomto ohledu mohly vést k vyznamnému danovému zavazku Skupiny.

26. SMLUVNI A JINE BUDOUCI ZAVAZKY

Zéavazky z operativniho leasingu

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

Skupina si také pronajima sklady na zékladé zrusitelnych smluv o operativnim leasingu. V pfipadé, ze chce Skupina smlouvu ukonéit, musi podat tfi az
dvanactimésicni vypovéd. Najemné z titulu operativniho leasingu zati¢tované do vykazu zisku a ztraty v prabéhu roku je uvedeno v bodé 5.

Souhrn budoucich minimalnich plateb z titulu nezrusitelnych operativnich leasingt je nasledujici:

31. 12. 2007 31. 12. 2006
Do 1 roku 76 58
Taz5let 128 116
Nad 5 let 56 0

27. TRANSAKCE SE SPRIZNENYMI STRANAMI

Spriznénymi stranami se rozumi matefska spolecnost a ostatni spole¢nosti skupiny Altria Group, ¢lenové predstavenstva, ¢lenové dozoréi rady, osoby blizké
témto ¢lenlim a spolecnosti se stejnymi ¢leny veden.

Mezi spriznénymi stranami byly uskute¢nény nasledujici transakce:

a) Prodej vyrobku, zbozi a sluzeb spole¢nostem skupiny Altria Group
2007 2006

Prodej vyrobkd, zbo7i a materialu

Ostatni spfiznéné strany 1840 1408
Prodej sluzeb

Ostatni spfiznéné strany 40 13
Prefakturace 14 18
\ynosové Uroky

Ostatni spfiznéné strany 96 55
Celkem 1990 1494
b) Nakup zbozi a sluzeb od spolecnosti skupiny Altria Group

2007 2006

Nékup zboz{ a materiélu

Ostatni spfiznéné strany 2 596 2 406
Nékup sluzeb

Ostatni spriznéné strany 487 438
Licen¢ni poplatky placené

Ostatni spfiznéné strany 547 413
Nékladové troky

Ostatni spfiznéné strany 13 1
Celkem 3643 3258

Dividendy vyplacené spole¢nosti Philip Morris Holland B.V. ¢inily 1 278 miliond K& v roce 2007 (2006: 2 369 miliond K&).
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24. DIVIDENDS PER SHARE

The dividends approved by the Annual General Meeting in April 2007 and April 2006 were CZK 1 647 million (CZK 600 per share) and CZK 3 053 million
(CZK 1 112 per share), respectively.

Disbursement of dividends for the 2007 accounting period will be decided at the Annual General Meeting scheduled for April 28, 2008.

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 at the Group up to the year 2006. 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.

26. COMMITMENTS

Operating lease commitments

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

The Group also leases various warehouses under cancellable operating lease agreements. The Group is required to give from three to twelve months 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-cancellable operating leases are as follows:

December 31, 2007 December 31, 2006
No later than 1 year 76 58
Later than 1 year and not later than 5 years 128 116
Later than 5 years 56 -

27. RELATED PARTY TRANSACTIONS

The Group considers its parent Group 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
2007 2006

Sales of goods and material

Other related parties 1840 1408
Sales of services

Other related parties 40 13
Recharges 14 18
Interest income

Other related parties 96 55
Total 1990 1494
b) Purchases of the goods and services from affiliates within Altria Group

2007 2006

Purchases of goods and material

Other related parties 2 596 2 406
Purchases of services

Other related parties 487 438
Royalties paid

Other related parties 547 413
Interest expense

Other related parties 13 1
Total 3643 3258

Dividends paid to Philip Morris Holland B.V. amounted to CZK 1 278 million in 2007 (2006: CZK 2 369 million).
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)] Odmény kli¢ovych élenti vedeni

Odmény kli¢ovych ¢lent vedeni zahrnuji odmény &lent predstavenstva a dozoréi rady. Clenové predstavenstva a dozoréi rady, kteff jsou zaméstnanci
Skupiny nebo spolecnosti skupiny PMI, nedostéavaji zadné dalsi odmény za plisobeni v predstavenstvu a dozor¢i radé. Odména clenl predstavenstva
a dozordi rady, ktefi nejsou zaméstnanci Skupiny ani jiné spoleénosti z PMI, je stanovena jako roéni odména.

Odmeény ¢lend predstavenstva a dozorci rady zahrnujf rocnf plat, bonus podle individuainitho vykonu, odstupné, Ghrady akciemi a ostatni nepenézni prijmy jako
jsou pouzivani firemniho automobilu, prispévky na zavodni stravovani a piispévky na penzijni pripojisténi, Zivotni a Grazové pojisténi. Soucasti nepenéznich
prijmG clent predstavenstva, kteff jsou zaméstnanci spolecnosti Philip Morris Management S.A. nebo jiné spolecnosti PMI, je navic Ghrada néajemného
a skolného.

2007 2006
Platby a ostatni kratkodobé pozitky 52 48
Pozitky pfi ukonceni pracovniho poméru 0 1
Uhrady akciemi 10 30
Nepenézni prijmy 7 9
Celkem 69 88

Funkénf obdobf ¢lenti predstavenstva a dozoréi rady je jeden rok. Zadny z ¢lenti predstavenstva a dozoréf rady nema se Spolecnosti uzavienu jakoukoliv
smlouvu o vykonu funkee ¢lena predstavenstva a dozor¢i rady. Pri ukonéeni pracovniho poméru ¢lena predstavenstva a dozor¢i rady, ktery je zaméstnancem
Spolecnosti se veskeré odmény 1idi kolektivni smlouvou a ostatnimi vnitfnimi smérnicemi.

d) Informace o poctu akcii vydanych Skupinou

Clenové predstavenstva nevlastnili v roce 2007 74dné akcie (2006: 7), ¢lenové dozordi rady vlastnili v roce 2007 a 2006 1 akcii.

e) Zistatky se spoleénostmi skupiny Altria Group
31. 12. 2007 31. 12. 2006
Pohledévky za spiiznénymi stranami
Ostatni spriznéné strany 58 127
Zavazky vici spriznénym strandm
Ostatni spriznéné strany 307 132
Pajéky poskytnuté
Ostatni spfiznéné strany 2217 3609
Pajcky prijaté
Ostatni spriznéné strany 3736 0

Plij¢ky spFiznénym strandm zahrnuji Grocené krétkodobé pjcky splatné na pozadani (cash pool) ve vy$i 2 217 milionG K& poskytnuté spoleénosti Philip Morris
Finance S.A. (2006: Altria Finance Europe AG 609 milion(i K&), a kratkodobou pij¢ku splatnou do tif mésicti ve vysi O miliond K& poskytnutou spole¢nosti
Philip Morris International Investments, Inc. (2006: 3 000 miliond K¢&). Vsechny pajcky jsou v rozvaze Skupiny vykézany jako soucast ,penéznich prostiedkii
a penéznich ekvivalentl*.

Bézna vyse Urokové sazby z kratkodobych pijéek na pozadani (cash pool) je stanovena jako noéni PRIMEAN minus 0,25 %. Urokova sazba
7z kratkodobé puajcky poskytnuté spoleénosti Philip Morris International Investments, Inc. byla stanovena jako prislusny PRIBOR plus 0,325 % v den
obchodovani.

Skute¢nd vyse rokové sazby zavisi na aktuélni situaci na penéznim trhu a druhu pCjcky. Primérma vyse efektivni Grokové sazby z kratkodobych pajcek
(cash pool) byla 2,466 % p.a. (2006: 1,822 % p.a.). V roce 2007 byla primérné vyse efektivni Grokové sazby kratkodobé ptij¢ky Philip Morris International
Investments, Inc. 3,231 % p.a. (2006: 2,628 % p.a.) a kratkodobych piijéek poskytnutych spolednostf Philip Morris Slovakia 2,375 % p.a. v roce 2006.

K 31.12. 2007, kratkodobé pdjcky pfijaté od spFiznénych stran zahrnujf Groéené kratkodobé pujcky splatné na pozadanf (cash pool) a kratkodobou piijcku
prijatou se splatnosti do tif mésict od Philip Morris Finance S.A. Pramérna Grokové sazba kratkodobych pujcek prijatych na pozadani byla 3,58 % p.a.
a kratkodobych pujcek prijatych se splatnosti do tif mésict byla 4,72 % p.a.
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] 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 PMI 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-employees of the
Group or an entity within PMI Group comprises an annual fee.

The compensation of members of the Board of Directors and the Supervisory Board comprises an annual base salary, bonuses based on individual performance,
termination benefits, share-based payments and other income in-kind such as cars for use, lunch allowances, pension contributions, 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. or other entity of PMI, also have other
income in-kind such as the payment of rent and school fees.

2007 2006
Salaries and other short-term employee benefits 52 48
Termination benefits - 1
Share-based payments 10 30
Income in-kind 7 9
Total 69 88

Term of office for Board of Directors and Supervisory Board members is one year. No member of the Board of Directors and the Supervisory Board concluded
any contract on execution of the office in the Board of Directors. As of termination of a labour contract of the Board of Directors member and the Supervisory
Board, who are employees of the Company, all remunerations are abided by the collective agreement and other internal regulations.

d) Information on the number of shares issued by the Group to Executives

Members of the Board of Directors owned 0 shares (2006: 7), members of the Supervisory Board owned 1 share (2006: 1).

e) Balances with the affiliates within Altria Group

December 31, 2007 December 31, 2006

Receivables from related parties

Other related parties 58 127
Payables to related parties

Other related parties 307 132
Loans & Deposits

Other related parties 2217 3609
Borrowings

Other related parties 3736 -

Loans and deposits with related parties include the interest-bearing, on-demand deposit (cash pool) of CZK 2 217 million with Philip Morris Finance S.A.
(2006: Altria Finance Europe AG — CZK 609 million), and an interest bearing, short-term loan with maturity less than three months in the total amount
of CZK 0 million to Philip Morris International Investments, Inc. (2006: CZK 3 000 million). Both on-demand deposits and short-term loans are classified as
Cash and cash equivalents in the Company’s balance sheet as at December 31, 2007 and 2006.

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

The actual interest rates reflect the current money markets and the nature of the loan. The average effective interest rate of the on-demand deposits was
2.466% p.a. (2006: 1.822% p.a.). In 2007, the average effective interest rate of short-term loans to Philip Morris International Investments, Inc. was 3.231% p.a.
(2006: 2.628% p.a.) and 2.375% p.a. to Philip Morris Slovakia in 2006.

Borrowings from related parties as at December 31, 2007 include interest-bearing on-demand borrowings (cash pool) and interest-bearing short-term borrowing
with maturity less than three months with Philip Morris Finance S.A. The average interest rate of interest bearing on-demand borrowings was 3.58% p.a. and
4.72% p.a. for short-term borrowings.
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28. OSTATNi INFORMACE

Skupina uhradila za rok 2007 odménu auditorské spolecnosti ve vysi 7 miliont K& (2006: 7 milionCi K&) za auditorské a souvisejici sluzby. Odména za dariové
a ostatni poradenstvi byla v roce 2007 nulova (2006: 1 milion K&).

K 31. 12. 2007 banky poskytly zaruky na zaji§ténf spotiebni dané a prepravy tabékovych vyrobkl v rémci zemf EU ve vy§i 7 980 milionG K¢ (2006:
5 050 miliond K&) a na zajisténi soucasného a budouciho zavazku z ndjemného ve vysi 39 milionG K&, ekvivalent 1,5 miliond EUR (2006: 40 miliond K&,

ekvivalent 1,5 miliond EUR) .

Veskery dlouhodoby nehmotny a hmotny majetek byl financovan z vlastnich zdroja Skupiny. V roce 2007 Skupina investovala zejména do budov a staveb,
nakupu vyrobniho zafizeni a vymény vozového parku, viz bod 5.

K 31. 12. 2007 bylo vedenim Skupiny schvaleno pofizeni dlouhodobého majetku, zejména nakup vyrobniho zafizeni.
V (i¢etnim obdobi 2007 nenastala zadna preruseni podnikani Skupiny, ktera by méla nebo mohla mit vyznamny vliv na finan¢ni situaci Skupiny.

Ochrana Zivotniho prostreds je zajistovéna v souladu s ¢eskymi a slovenskymi predpisy a normami v této oblasti.

29. NASLEDNE UDALOSTI

Dne 17. 1. 2008 byl zapsan do obchodniho rejstriku jako ¢len predstavenstva Daniel Gordon, Director Finance & IS CZ & SK.

Dne 21. 1. 2008 Skupina uzaviela s nezavislou treti stranou kupni smlouvu o prodeji pozemkU a budov a souvisejictho zatizeni zavodu v Novém Ji¢ing, jak je
popsano v bodé 5. Rozvaha k 31. 12. 2007 odrazi zstatkovou hodnotu majetku drzeného k prodeji.

Dne 24. 1. 2008 odstoupila z funkce generalni feditelky spolecnosti Anja Fiedler a byla nahrazena Alvisem Giustinianim s G¢innosti od 1. 3. 2008.

Dne 30. 1. 2008 schvalilo predstavenstvo spolecnosti Altria Group, Inc. vyclenéni 100 % podilt akcif Philip Morris International, Inc. vlastnénych skupinou Altria
ve prospéch akcionaril skupiny Altria s Gcinnosti od 28. 3. 2008.

Dne 25. 3. 2008 schvélilo predstavenstvo spoletnosti Philip Morris CR a.s. pana Alvise Giustinianiho néhradnim &lenem predstavenstva a zaroven
predsedou predstavenstva.

Po rozvahovém dni nedoslo k zadnym jinym udélostem, které by mély vyznamny dopad na konsolidovanou Gcetni zavérku k 31. 12. 2007.
Schvaleni konsolidované aéetni zavérky
Konsolidovana Gcetni zavérka byla schvélena ke zverejnéni predstavenstvem a byla z jeho povéreni podepséna.

25. brezna 2008

raz

Alvise Giustiniani Daniel Gordon
predseda predstavenstva ¢len predstavenstva
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28. OTHER INFORMATION

During 2007 the Company paid fees in the amount of CZK 7 million to its auditor for audit and audit related services (2006: CZK 7 million). In 2007, no fees
were paid for tax and other consultancy services (2006: CZK 1 million).

As at December 31, 2007, the banks have provided guarantees for the security of liability for fiscal stamps and for the security of transit operations
within EU countries in the amount of CZK 7 980 million (2006: CZK 5 050 million) and for the Group’s current or future lease obligations in the amount
of CZK 39 million, equivalent in EUR 1.5 million (2006: CZK 40 million, equivalent in EUR 1.5 million).

All investments in non-current assets were financed by the Company’s own resources. In 2007, the main investments were in the area of machinery & technical equipment,
property and buildings and car fleet replacement, see Note 5.

As at December 31, 2007, management had approved projects mainly related to the acquisition of manufacturing equipment.
In 2007, no business interruptions occurred that had or might have a significant effect on the financial situation of the Group.

Environmental protection is secured in accordance with the Czech and Slovak environmental legislation.

29. SUBSEQUENT EVENTS

On January 17, 2008, Daniel Gordon, Director Finance & IS CZ & SK, was recorded as a member of the Board of Directors in the Commercial Register.

On January 21, 2008, the purchase agreement relating to the sale of land and buildings and other related assets of the Novy Ji¢in factory was signed with
an unrelated third party as disclosed in Note 5.

On January 24, 2008, Anja Fiedler, Managing Director, resigned and was replaced by Alvise Giustiniani with effective date from March 1, 2008.

On January 30, 2008, the Board of Directors of Altria Group, Inc. authorised the spin-off of 1007 of the shares of Philip Morris International, Inc. owned by Altria
to Altria‘s shareholders effective March 28, 2008.

On March 25, 2008, the Board of Directors of Philip Morris CR a.s. appointed Alvise Giustiniani as a substitute member of the Board of Directors
and at the same time as the new Chairman of the Board of Directors.

No other subsequent events have occurred after December 31, 2007 that would have a material impact on these financial statements.
Statutory signatures
The consolidated financial statements were authorised for issue by the Board of Directors and have been signed below on its behalf.

March 25, 2008

e

Alvise Giustiniani Daniel Gordon
Chairman of the Board of Directors Member of the Board of Directors




VYROCNI ZPRAVA 2007

ZPRAVA NEZAVISLEHO AUDITORA

AKCIONARUM SPOLECNOSTI PHILIP MORRIS CR a.s.

Zprava o konsolidované Gcetni zavérce

Ovéfili jsme prilozenou konsolidovanou téetni zévérku spole¢nosti Philip Morris CR a.s. (dale ,Spole¢nost®) a jeji deefiné spole¢nosti (dale ,Skupina®),
tj. konsolidovanou rozvahu k 31. prosinci 2007, konsolidovany vykaz zisku a ztraty, konsolidovany prehled o zménach vlastniho kapitalu a konsolidovany
piehled o pené#nich tocich za rok 2007 a piflohu, véetné popisu podstatnych Gcetnich pravidel. Udaje o Spoleénosti jsou uvedeny v bod& 1 piflohy této
konsolidované Géetni zavérky.

Odpovédnost predstavenstva Spolecnosti za Gcetni zavérku

Za sestaveni a vérné zobrazen{ konsolidované Géetni zavérky v souladu s Mezinarodnimi standardy Géetniho vykaznictvi ve znéni pfijatém EU odpovida
predstavenstvo Spolecnosti. Soucésti této odpovédnosti je navrhnout, zavést a zajistit vnitini kontrolu nad sestavovanim a vérnym zobrazenim Géetni zavérky
tak, aby neobsahovala vyznamné nespravnosti zptsobené podvodem nebo chybou, zvolit a uplatiovat vhodna Gcetni pravidla a provadét dané situaci
primérené Gcetni odhady.

Uloha auditora

Nasfi Glohou je vydat na zékladé provedeného auditu vyrok k této konsolidované Gcetni zavérce. Audit jsme provedli v souladu se zakonem o auditorech platnym
v Ceské republice, Mezindrodnimi 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 pfimérenou jistotu, ze Géetni zavérka neobsahuje vyznamné
nespravnosti.

Audit zahrnuje provedeni auditorskych postupd, jejichz cilem je ziskat dakazni informace o ¢astkach a informacich uvedenych v Géetni zavérce.
Vlybér auditorskych postupl zévisi na Gsudku auditora, véetné posouzeni rizika vyznamné nespravnosti (daji uvedenych v Gcetni zavérce zpisobené
podvodem nebo chybou. Pfi posuzovani téchto rizik auditor zohledruje vnitini kontrolu Skupiny relevantni pro sestaveni a vérné zobrazenf icetni zaveérky.
Cilem tohoto posouzeni je navrhnout vhodné auditorské postupy, nikoli vyjadfit se k Géinnosti vnitfnf kontroly Skupiny. Audit téz zahrnuje posouzeni
vhodnosti pouzitych Géetnich pravidel, pfimérenosti Géetnich odhadd provedenych vedenim i posouzeni celkové prezentace (cetni zavérky.

Jsme presvédéeni, ze ziskané dikazni informace poskytuji dostateény a vhodny zéklad pro vyjadreni naseho vyroku.

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, zapsané v obchodnim rejstitku vedeném Méstskym soudem
v Praze, oddil C, vlozka 3637, a v seznamu auditorskych spolecnosti u Komory auditor( Ceské republiky pod osvédcenim ¢. 0271

©?2008PricewaterhouseCoopersAudit, s.r.o.Vsechna pravavyhrazena. , PricewaterhouseCoopers® oznacuje ¢eskou spolecnost PricewaterhouseCoopersAudit, s.r.o.,
¢i dle kontextu sit ¢lenskych spolecnosti PricewaterhouseCoopers International Limited, z nichz kazdé je samostatnym pravnim subjektem.
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INDEPENDENT AUDITOR’S 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 2007, 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.

Auditor’s 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 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 the 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.

PRICEWATERHOUSE(COPERS

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

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

© 2008 PricewaterhouseCoopers Audit, s.r.o. All rights reserved. , PricewaterhouseCoopers® refers to the Czech firm of PricewaterhouseCoopers Audit, s.r.0. or, as
the context requires, the network of member firms of PricewaterhouseCoopers International Limited, each of which is a separate and independent legal entity.



B \/YROCNI ZPRAVA 2007

56

Viyrok

Podle naseho nazoru konsolidovana Gcetni zavérka podava vérny a poctivy obraz finanéni pozice Skupiny k 31. prosinci 2007, jejtho hospodareni a penéznich
tokl za rok 2007 v souladu s Mezindrodnimi standardy Gcetniho vykaznictvi ve znéni prijatém EU.

Zprava o vyrocni zpravé

Dale jsme ovérili soulad vyro¢ni zpravy Spolecnosti k 31. prosinci 2007 s konsolidovanou Gcetni zavérkou, ktera je obsazena v této vyrocni zpravé na stranach
16 a7 52, a se samostatnou G&etni zavérkou, ktera je obsaZena v této vyroénf zpravé na stranach 58 az 92 (déle ,G&etni zavérky“). Za spravnost vyroéni zpravy
odpovida predstavenstvo Spolecnosti. Nasim Gkolem je vydat na zakladé provedeného ovéreni vyrok o souladu vyrocni zpravy s Gcetnimi zavérkami.

Ovéfeni jsme provedli v souladu s Mezinarodnimi standardy auditu a souvisejici aplikaéni dolozkou Komory auditorti Ceské republiky. Tyto normy vyzaduif,
aby auditor naplanoval a proved! ovéreni tak, aby ziskal primérenou jistotu, ze informace obsazené ve vyro¢ni zprave, které popisuji skutecnosti, jez jsou téz
predmétem zobrazeni v (éetnich zavérkéch, jsou ve vsech vyznamnych ohledech v souladu s prislusnymi Gcetnimi zavérkami. Jsme presvédceni, ze provedené

ovéren( poskytuje priméreny podklad pro vyjadreni naseho vyroku.

Podle naseho nazoru jsou informace uvedené ve vyrocni zpravé Spolecnosti k 31. prosinci 2007 ve vsech vyznamnych ohledech v souladu s vyse
uvedenymi Gcetnimi zavérkami.

11. dubna 2008

oot sun s Bule? $.€0.

PricewaterhouseCoopers Audit, s.r.o.
zastoupena

%W%M Tl /

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

PRICEAATERHOUSE(COPERS

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

In our opinion, the consolidated financial statements give a true and fair view of the financial position of the Group as at 31 December 2007, its financial
performance and its cash flows for the year then ended in accordance with International Financial Reporting Standards as adopted by the EU.

Report on the Annual Report

In addition we have also audited the annual report of the Company for consistency with the consolidated financial statements for the year ended
31 December 2007 which are included in this annual report on pages 17 to 53 and with the separate financial statements for the year ended
31 December 2007 which are included in this annual report of the Company on pages 59 to 93 (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 2007 is consistent, in all material respects,
with the financial statements referred to above.

11 April 2008

WMW& ro.

PricewaterhouseCoopers Audit, s.r.o.
represented by

&MW%M Tl /

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

PRICEWATERHOUSE(COPERS

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

Translation note

This version of our report is a translation from the original, which was prepared in Czech language. All possible care has been taken to ensure that the
translation is an accurate representation of the original. However, in all matters of interpretation of information, views or opinions, the original language
version of our report takes precedence over this translation.
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Rozvaha
k 31.12. 2007 (v milionech K&)
AKTIVA Bod 31. 12. 2007 31. 12. 2006
Pozemky, budovy a zarizeni 5 2183 2 474
Nehmotnéa aktiva 16 24
Investice v dcefiné spolecnosti 1 19 19
Dlouhodoba aktiva 2218 2517
Zasoby 7 4721 5506
Pohledavky z obchodnich vztahd 8 6476 1190
Jiné pohledavky 8 33 41
Dan z prijmd 0 71
Penézni prostredky a penézni ekvivalenty 9 2219 3657
Kréatkodoba aktiva 13 449 10 465
Dlouhodoba aktiva drzena k prodeji 5 28 0
Aktiva celkem 15 695 12 982
VLASTNI KAPITAL A ZAVAZKY Bod
Zakladnf kapitél 10 2 745 2 745
Emisn{ azio a ostatni prispévky akcionart 2 355 2355
Fondy 10 549 549
Kumulované zisky 3475 2 695
Vlastni kapital celkem 9124 8 344
OdloZeny darnovy zévazek 13 123 174
Dlouhodobé zavazky 123 174
Obchodni a finanéni zavazky 1 862 484
Nefinanéni zavazky 1 110 96
Dan z prijmi 161 0
Ostatni dariové zavazky 12 5287 3854
Rezerva na kratkodobé zévazky 18 0 30
Bankovni kontokorent 28 0
Kratkodobé zavazky 6 448 4 464
Zavazky celkem 6571 4638
Vlastni kapitél a zavazky celkem 15 695 12 982
Viykaz zisku a ztraty
za rok konéicf 31. 12. 2007 (v milionech K&)

Bod 2007 2006
Trzby 4 10 847 8773
Néklady na prodané vyrobky a zbozi 16 -6 181 -4 710
Hruby zisk 4 666 4063
Odbytové naklady 16 -982 -1229
Administrativni naklady 16 -655 -747
Prijem z dividend 14 39 65
Ostatni vynosy 15 92 64
Ostatn{ provozni vynosy 19 142 81
Ostatni provozni naklady 20 -135 -90
Provozni zisk 3167 2207
Finanéni naklady -1 -5
Zisk pred zdanénim 3 166 2 202
Dari z pfijml 22 -742 -555
Cisty zisk 2 424 1647
Zisk na akcii zakladni a zfedény (K&/akcie) 23 883 600

Priloha tvorf nedilnou soucést této Gcetni zavérky



Balance Sheet
as at December 31, 2007 (in CZK million)
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ASSETS Note December 31, 2007 December 31, 2006
Property, plant and equipment (PP&E) 5 2183 2474
Intangible assets 16 24
Investments in subsidiary 1 19 19
Non-current assets 2218 2517
Inventories 7 4721 5506
Trade receivables 8 6 476 1190
Other receivables 8 33 41
Income tax prepaid - 71
Cash and cash equivalents 9 2219 3657
Current assets 13 449 10 465
Property, plant and equipment classified as held-for-sale 5 28 -
Total assets 15 695 12 982
EQUITY & LIABILITIES Note
Registered capital 10 2 745 2745
Share premium and other shareholders’ contributions 2 355 2355
Reserves 10 549 549
Retained earnings 3475 2 695
Equity 9124 8 344
Deferred tax liability 13 123 174
Non-current liabilities 123 174
Trade and other financial liabilities 11 862 484
Other non-financial liabilities 11 110 96
Income tax liability 161 -
Other tax liabilities 12 5287 3854
Provisions for current liabilities 18 - 30
Bank overdrafts 28 -
Current liabilities 6 448 4 464
Total liabilities 6571 4638
Total equity & liabilities 15 695 12 982
Income Statement
for the year ended December 31, 2007 (in CZK million)

Note 2007 2006
Revenues 4 10 847 8773
Cost of goods sold 16 (6 181) (4 710
Gross profit 4 666 4063
Distribution expenses 16 (982) (1229
Administrative expenses 16 (655) (747)
Dividend income 14 39 65
Other income 15 92 64
Other operating income 19 142 81
Other operating expense 20 (135) (90)
Profit from operations 3167 2207
Financial expenses @) (5)
Profit before income tax 3 166 2202
Income tax expense 22 (742) (555)
Net profit for the year 2424 1647
Earning per share basic and diluted (CZK/share) 23 883 600

The accompanying notes form an integral part of the financial statements
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Vlykaz zmén vlastniho kapitalu
za rok konéfcf 31. 12. 2007 (v milionech K&)

Vztahujici se k vlastnimu kapitalu

Emisni azZio

a ostatni Zakonny Vlastni
Zakladni prispévky rezervni  Kumulované kapital
Bod kapital akcionari fond zisky celkem
Stav k 1. 1. 2006 2745 2 336 549 4100 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
Neuplatnéné dividendy 0 0 0 1 1
Stav k 31. 12. 2006 2745 2355 549 2 695 8 344
Cisty zisk za obdobi 0 0 0 2 424 2 424
Celkovy pfijem vykazany za rok 2007 0 0 0 2 424 2424
Rozdéleni zisku 24 0 0 0 -1647 -1 647
Neuplatnéné dividendy 0 0 0 3 3
Stav k 31. 12. 2007 2745 2 355 549 3475 9124
7 vV v o
Viykaz penéznich toku
za rok kongicf 31. 12. 2007 (v milionech K¢)
Bod 2007 2006
Penézni toky z provozni innosti
Zisk pred zdanénim 3 166 2 202
Odpisy dlouhodobych aktiv (véetné nehmotného majetku) 16 399 338
Nerealizované kurzové zisky (-)/ztréty (+) 15 -2
Cisté trokové vynosy -91 =57
Zisk (-)/ztréta (+) z prodeje pozemkd, budov a zafizen{ -9 5
Viynosy z dividend 14 -39 -65
Ostatni nepenézni Gpravy - &isté -41 41
Penéini toky z provozni ¢innosti pred zménami pracovniho kapitélu 3400 2 462
Zmena stavu:
Obchodnich a jinych pohledavek -5 283 -185
Obchodnich a jinych zavazka 1824 401
Zésob 790 -2 062
Penéini toky z provozni ¢innosti 731 616
Zaplacené Groky -1 -5
Zaplacena dan z pfijmu -561 -546
Cisté pené&zni toky z provozni &innosti 169 65
PenéZni toky z investiéni ¢innosti
\lydaje na pofizeni pozemk(, budov a zafizeni 5 -139 -280
Prjmy z prodeje pozemk(, budov a zafizenf 26 57
\lydaje na pofizeni nehmotnych aktiv -6 -9
Pijaté Groky 92 60
Prijaté dividendy 14 39 65
Cisté penézni toky z investiéni Cinnosti 12 -107
Penézni toky z financovdni
Zaplacené dividendy 24 -1647 -3 053
Cisty pené&ni tok z financovéni -1 647 -3053
Cisté snizeni penéZnich prostiedki -1 466 -3 095
Stav penéznich prostredki a penéznich ekvivalentt na zaéatku roku 3657 6 752
Stav penéznich prostredkd, penéznich ekvivalentd a kontokorentu na konci roku 9 2191 3657

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

for the year ended December 31, 2007 (in CZK million)

Attributable to equity holders of the Company
Share premium

and other Statutory
Registered shareholders’ reserve Retained Total
Note capital contributions fund earnings equity
Balance as at January 1, 2006 2 745 2 336 549 4100 9730
Profit - - - 1647 1647
Total recognized income for the year - - - 1647 1647
Profit distribution 24 - - - (3053) (3053)
Share based payments compensation expense - 19 - - 19
Forfeited dividends - - - 1 1
Balance as at December 31, 2006 2745 2 355 549 2 695 8 344
Profit - - - 2 424 2 424
Total recognized income for the year - - - 2 424 2424
Profit distribution 24 - - - (1647) (1647
Forfeited dividends - - - 3 3
Balance as at December 31, 2007 2 745 2 355 549 3475 9124
Cash Flow Statement
for the year ended December 31, 2007 (in CZK million)
Note 2007 2006
Cash flow from operating activities
Profit before tax 3 166 2 202
Depreciation and amortisation expense, including intangibles 16 399 338
Unrealised foreign exchange loss / (gain) 15 @)
Net interest income (91) (57)
(Gain) / loss on disposal of PP&E 9 5
Dividend income 14 (39 (65)
Other non-cash (gains) loss, net (41) 41
Operating cash flows before working capital changes 3400 2 462
Changes in:
Trade and other receivables (5 283) (185)
Trade and other payables 1824 401
Inventories 790 (2 062)
Cash generated from operations 731 616
Interest paid @) ©)
Income tax paid (561) (546)
Net cash generated from operating activities 169 65
Cash flow from investing activities
Purchase of PP&E 5 (139) (280)
Proceeds from sale of PP&E 26 57
Purchase of intangible assets (6) ©)
Interest received 92 60
Dividends received 14 39 65
Net cash used by investing activities 12 (107
Cash flow from financing activities
Dividends paid 24 (1647 (3053
Net cash used by financing activities (1647 (3053)
Net decrease in cash and cash equivalents (1 466) (3 095)
Cash and cash equivalents as at the beginning of the year 3657 6 752
Cash, cash equivalents and bank overdraft as at the beginning of the year 9 2191 3657

The accompanying notes form an integral part of the financial statements
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Priloha k G¢éetni zavérce

za rok koncici 31. 12. 2007

1. OBECNE UDAJE

1.1 Popis spole¢nosti

Philip Morris CR a.s. (,Spoletnost®) je akciova spoletnost registrovana v Ceské
republice. Zabyvé se zejména vyrobou, prodejem, distribuci a marketingem
tabakovych vyrobki. Do obchodniho rejstitku byla Spolecnost zapsana
28. 3. 1991 a jeji registrované sidlo je v Kutné Hofe, Vitézna 1, Ceska
republika. Vedeni Spolecnosti sidli v Praze a vyrobni zavod se nachézi v Kutné
Hore. Zavod ve Straznici je vyuzivan ke skladovani tabaku.

Philip Morris CR a.s. je spole¢nosti ve skupiné Philip Morris International, Inc.
(,PMI“). K31. 12. 2007 byla Altria Group, Inc. (,Altria Group“) matetskou
spoleénosti PMI, Philip Morris USA Inc. a Philip Morris Capital Corporation.
Altria Group byla vrcholovou ovladajici spolecnosti Spolec¢nosti.

K 31. 12. 2007 byl jedinym subjektem vlastnicim vice nez dvacetiprocentni
podil na zé&kladnim kapitalu Spolecnosti Philip Morris Holland B.V. vlastnici
77,6 % zékladniho kapitalu.

Jako clenové predstavenstva a dozorci rady Spolecnosti byly v obchodnim
rejstifku k 31. 12. 2007 zapsény nasledujici osoby:

Predstavenstvo
Anja Fiedler - predsedkyné Jiri Pribyl
Walter Veen Petra Dobesova

Andreas Lenge

Dozoréi rada

Jacek Olczak - predseda
Jif{ Davidek

Mark Saine

Jolana Peterkova
Petr Bubenicek

Na r4dné valné hromadé konané dne 24. 4. 2007 byl Paul Maas jmenovan clenem
dozoréi rady, ale nebyl jesté zapsan do obchodniho rejstitku k 31. 12. 2007.

Dozor¢i rada konana dne 21. 8. 2007 pfijala rezignaci Jaceka Olczaka a jmenovala
Marka Saina novym predsedou dozorci rady a Antonise Koupparise za nahradniho
clena dozorci rady do nejblizstho zasedani valné hromady Spole¢nosti.

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. 2007 a 2006 ¢inil 23 miliond Sk (ekvivalent 19 miliond K&). Zisk po
zdanénf Philip Morris Slovakia s.r.o. za rok 2007 ¢ini 42 miliont Sk, ekvivalent
34 miliond K¢ (2006: 43 miliont Sk, ekvivalent 33 milioni K&). Celkovy
vlastni kapital Philip Morris Slovakia s.r.o. ¢inil 51 miliont Sk, ekvivalent
40 milionti K& (2006: 60 milioni Sk, ekvivalent 48 milion(i K&).

Spolecnost neuzaviela ovladaci smlouvu nebo smlouvu o prevodu zisku se
spolecnosti Philip Morris Slovakia s.r.o.

Akcie Spolecnosti jsou obchodovany na Burze cennych papird Praha.

Tato Gletni zévérka byla schvélend predstavenstvem a dozorc¢i radou ke
zverejnéni dne 25. 3. 2008.

2. SHRNUTi VYZNAMNYCH UCETNiCH ZASAD

2.1 Zakladni zasady sestaveni ucetni zavérky

Utetni zavérka Philip Morris CR a.s. k 31. 12. 2007 je samostatnou Gcetni
zévérkou Spolecnosti, kterd se vztahuje ke konsolidované Gcetni zavérce
Philip Morris CR a.s. ajeji dcefiné spole¢nosti Philip Morris Slovakia s.ro.
(,Skupina“) za rok kon¢ici 31. 12. 2007. Tuto samostatnou Ucetni zavérku
je tieba posuzovat spolu s konsolidovanou Gcetni zavérkou, aby bylo mozno
plné porozumét vysledku hospodarent a finan¢ni situaci Skupiny.

Tato Gletni zévérka je sestavena v souladu s Mezindrodnimi standardy
G&etniho vykaznictvf ve znénf schvaleném Evropskou unif (,IFRS®).

Udetni zavérka byla sestavena na zakladé pozadavki vykazovani
a ocertovani stanovenych IFRS a vyklady IFRIC v rozsahu, v jakém byly
schvéleny Evropskou komisi v dobé sestaveni této acetni zavérky. Zakladni
Géetni pravidla pouzita pri sestaveni Gcetnf zavérky jsou popsana nize. Tato
pravidla byla aplikovana na vsechna obdobi obsazena v této Gcetnf zavérce,
pokud nenf uvedeno jinak.

Nové standardy, novely a interpretace existujicich standardi platné pro
Gcetni obdobi 2007

a) Nové standardy, novely a interpretace existujicich standard( platné
pro Gcetni obdobi pocinajici 1. 1. 2007, které Spole¢nost plné aplikovala:
IAS 1 - Sestavovani a zvefejfiovani G&etni zévérky: Zverejnéni kapitalu (datum
G¢innosti 1. 1. 2007),

IFRS 7 - Finanéni nastroje: Zvefejiovani (datum G&innosti 1. 1. 2007).

Aplikace vyse uvedenych standardd neméla vyznamné dopady na metody
ocenovani a vykazovani, ale aplikace IFRS 7 znamenala znacné rozsiteni
rozsahu zverejnovanych informaci.

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

V souvislosti s touto interpretaci doslo k rozsifeni vykazu zmén vlastniho
kapitalu o kategorii vytvorenou z Ghrad akciemi v souladu s touto interpretact
proti kategorii mzdovych néklad a sluzeb. Aplikace vyse uvedené interpretace
neméla vyznamny dopad na Gcetni zavérku.

b) Nové standardy, novely a interpretace existujicich standard( platné
pro Gcetni obdobi pocinajici 1. 1. 2007, které Spolecnost neaplikovala,
protoze pro né neméla napln nebo jejich dopad nebyl vyznamny:

IFRS 4 - Novela - Pojistné smlouvy (datum G&innosti 1. 3. 2006),

IFRIC 7 - Pouziti metody prepracovani vykazd vIAS 29 Vykazovani
v hyperinflaénich ekonomikach (datum Géinnosti 1. 3. 2006),

IFRIC 8 - Rozsah plsobnosti IFRS 2 (datum Géinnosti 1. 5. 2006),

IFRIC 9 - Precenéni vlozenych derivatd (datum G&innosti 1. 6. 2006),

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

Nové standardy, novely a interpretace existujicich standardu, které jesté
nenabyly Géinnosti

a) Nové standardy, novely a interpretace existujicich standardd, pro
které ma Spole¢nost napln, ale predcasné je neaplikovala:

IFRS 8 - Provozni segmenty (datum G&innosti 1. 1. 2009). IFRS 8 nahrazuje
IAS 14 a déva do souladu vykazovani o provoznich segmentech s pozadavky
amerického standardu SFAS 131 - Zverejnéni o segmentech spolecnosti
a souvisejici informace. Novy standard pozaduje ,manazersky pFistup®,
podle néhoz jsou informace o segmentech vykazovany stejné jako ve
vnitropodnikovém vykaznictvi. IFRS 8 nenf relevantni pro Spole¢nost, protoze
ta nema vice jak jeden provozni segment.

IAS 1 - Sestavovani a zvefejiovani Gdetni zévérky (novelizovéno
v z&if 2007, datum acinnosti 1. 1. 2009). Hlavni zménou v IAS 1
je nahrazeni Vykazu zisku a ztraty Vykazem Gplného vysledku, ktery
bude zahrnovat také polozky vynost a nékladd Gétovanych pfimo
do vlastniho kapitélu, jako je napriklad zména hodnoty ve finanénich
aktivech urcenych k prodeji. Spole¢nostem bude umoznéno sestavovat
dvoji vykazy, ato: Vykaz zisku a ztraty aVykaz aplného vysledku.
Novelizovany IAS 1 také vy7Zaduje sestaveni Vykazu finanéni pozice
(rozvaha) od zag4tku nejstarsiho srovnatelného obdobf vzdy, kdyz
Gcetni jednotka pouzije nékteré Gcetni pravidlo se zpétnou platnosti,
retrospektivné prepracuje své Gcetni vykazy, reklasifikuje v nich nékteré
polozky nebo opravi chyby. Spolecnost ocekéavé, ze novelizovany IAS 1
bude mit vliv na sestavovani finan¢nich vykazd, ale nebude mit vliv na
vykazovéani anebo ocenéni transakci a zdstatkd. Novela IAS 1 nebyla
doposud schvalena Evropskou Unif.

b) Nové standardy, novely a interpretace existujicich standardd, pro
které neméa Spolecnost napln anebo jejich dopad bude nevyznamny:

1AS 23 - Novela - VypUjéni naklady (datum G&innosti 1. 1. 2009),

IAS 27 - Novela - Konsolidované a samostatné dcetni zavérka (datum
G¢innosti 1. 7. 2009). Novela IAS 27 nebyla doposud schvélena
Evropskou Unii,



Notes to the Financial Statements
as at December 31, 2007

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 is in Prague and its manufacturing facility is in Kutna Hora.
The Straznice facility is used for leaf warehousing activities.

Philip Morris CR as. is an affiliate of Philip Morris International, Inc. (“PMI™).
As at December 31, 2007, Altria Group, Inc. (“Altria Group”) was the parent
company of PMI, Philip Morris USA Inc. and Philip Morris Capital Corporation.
Altria Group was the ultimate controlling party of the Company.

Asat December 31, 2007, 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 as at December 31, 2007:

Board of Directors
Anja Fiedler — Chairman
Walter Veen

Andreas Lenge

Jitf Piibyl
Petra Dobesova

Supervisory Board
Jacek Olczak - Chairman
Jitf Davidek

Mark Saine

Jolana Peterkova
Petr Bubenicek

Paul Maas was appointed as a member of the Supervisory Board at the Annual
General Meeting held on April 24, 2007 but was not recorded as a member of
the Supervisory Board in the Commercial Register as at December 31, 2007.

On August 21, 2007, the Supervisory Board accepted the resignation of Jacek
Olczak and appointed Mark Saine as the new Chairman of the Supervisory
Board and Antonis Koupparis as a substitute member of the Supervisory
Board until the next regular Annual General Meeting of the Company.

The Company has a 99% interest in Philip Morris Slovakia s.ro.,, Racianska 44,
Bratislava, Slovakia. Registered share capital of Philip Morris Slovakia s.r.o. as at
December 31, 2007 and 2006 was SKK 23 million (equivalent to CZK 19 million).
In 2007, the income after tax of Philip Morris Slovakia s.r.o. was SKK 42 million,
equivalent to CZK 34 million (2006: SKK 43 million, equivalent to CZK 33 million).
Total equity of Philip Morris Slovakia s.r.o. was SKK 51 million, equivalent to CZK
40 million (2006: SKK 60 million, equivalent to CZK 48 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 authorised for issue by the Board
of Directors and Supervisory Board on March 25, 2008.

1.2 Translation note

This version of the financial statements is a translation from the original, which
was prepared in the Czech language. All possible care has been taken to ensure
that the translation is an accurate representation of the original. However, in all
matters of interpretation of information, views or opinions, the original language
version of these financial statements takes precedence over this translation.

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

2.1 Basis of preparation
These financial statements of Philip Morris CR ass. as at December 31, 2007
and for the year then ended are the separate stand-alone financial statements
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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, 2007. 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.

New standards, amendments and interpretations to existing standards
mandatory for accounting period 2007

a) The following standards, amendments and interpretations are
mandatory for accounting periods beginning on or after January 1, 2007 and
have been fully adopted by the Company:

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

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

The adoption of the standards mentioned above did not have a material impact
on measurement and disclosure methods. However, the implementation
of IFRS 7 has resulted in additional new disclosure requirements.

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

In connection with this interpretation, the Statement of Changes in Equity
was extended by the Share-based payments fund created in line with this
interpretation against payroll costs and service expenses. Adoption of this
interpretation does not have a material impact on the financial statements.

b) The following standards, amendments and interpretations mandatory
for accounting periods beginning on or after January 1, 2007 do not have
a material impact or are not relevant to the Company’s operations:

IFRS 4 - Amendment - Insurance Contracts (effective date March 1, 2006),
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).

New standards, amendments and interpretations to existing standards pub-
lished, not yet effective

a) The following standards, amendments and interpretations will be
relevant for the Company but were not early adopted by the Company:

IFRS 8 - Operating segments (effective date January 1, 2009). IFRS 8 replaces
IAS 14 and aligns segment reporting with the requirements of the US
standard SFAS 131, “Disclosures about segments of an enterprise and related
information”. The new standard requires a “management approach”, under
which segment information is presented on the same basis as that used for
internal reporting purposes. IFRS 8 is not relevant to the Company since
it does not have more than one operating segment.

IAS 1 - Presentation of Financial Statements (revised September 2007,
effective for annual periods beginning on or after January 1, 2009). The main
change in IAS 1 is the replacement of the income statement by a statement
of comprehensive income which will also include all non-owner changes
in equity, such as the revaluation of available-for-sale financial assets.
Alternatively, entities will be allowed to present two statements: a separate
income statement and a statement of comprehensive income. The revised IAS
1 also introduces a requirement to present a statement of financial position
(balance sheet) at the beginning of the earliest comparative period whenever
the entity restates comparatives due to reclassifications, changes in accounting
policies, or corrections of errors. The Company expects the revised 1AS 1 to
affect the presentation of its financial statements but to have no impact
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IFRS 3 - Novela - Podnikové kombinace (datum dcinnosti 1. 7. 2009),

IAS 28 - Novela - Investice do pFidruzenych podnikd (datum G&innosti
1. 7. 2009),

IAS 31 - Novela - Podily ve spoleénych podnicich (datum G&innosti
1.7.2009),

IAS 32 - Novela - Finanéni nastroje - zvefejfiovani a vykazovani (datum
G&innosti 1. 1. 2009),

IFRIC 4 - Uréenf zda ujednéni obsahuje leasing - novela § 4 (b) (datum
Géinnosti 1. 1. 2008),

IFRIC 12 - Ujednénf o poskytovan( licencovanych sluzeb (datum G&innosti
1. 1. 2008),

IFRIC 13 - Vérnostn{ programy pro zékaznfky (datum ¢innosti 1. 7. 2008),
IFRIC 14 - 1AS 19 - Limit aktiv z definovanych pozitk(, pozadavky na minimalni
financovani a jejich vzajemnaé interakce (datum Gcinnosti 1. 1. 2008),

IFRS 2 - Novela - Uhrady akciemi (datum Géinnosti 1. 1. 2009).

Srovnatelné Gdaje

V souvislosti s implementaci IFRS 7 Spoleénost prehodnotila vykazovani
a zménila klasifikaci nasledujicich polozek v rozvaze a ve vykazu zisku a ztréty:

Z dGvodu podani odpovidajici informace o struktufe majetku a zavazk(
doslo ve srovnatelnych Gdajich roku 2006 vykazanych v rozvaze ke zméné
struktury kratkodobych aktiv a zévazkd. Nefinancni aktiva v celkové vysi
41 miliont K¢ byla reklasifikovana z Pohledavek z obchodnich vztaht do
Ostatnich pohledavek. Nefinancni zavazky v celkové vysi 96 miliont K¢ byly
reklasifikovany z Obchodnich a finanénich zavazk( do nefinancnich zavazkd.

Zakladni zasady sestaveni Gcetni zavérky

Ucetni zavérka byla sestavena na principu historickych pofizovacich cen,
s vyjimkou finanénich derivatd, které jsou prvotné vykézany v realné hodnoté
a nasledné precenovany v souladu s IAS 39, jak je dale popsano v zékladnich
zésadach sestaveni Gcetni zavérky.

Vroce 2007 se Spolecnost rozhodla zvefejnit Vykaz zisku a ztraty pfi
pouzitf klasifikace nakladd podle jejich funkce. Vedeni Spolecnosti véri, ze
vykazovani poskytuje uzivatelm vice relevantnich informaci nez klasifikace
podle druhu nékladu. Vykaz zisku a ztraty za rok koncici 31. 12. 2006 byl
adekvatné upraven.

Sestaveni Gcetni zavérky v souladu s IFRS vyzaduje uplatrovani uréitych zasadnich
Gcetnich odhadd. Vyzaduje rovnéz, aby vedeni vyuzivalo sv(ij Gsudek v procesu
aplikace Gcetnich pravidel Spolecnosti. Spolecnost ¢ini odhady a predpoklady
tykajici se budoucnosti. Z toho vznikajici dcetni odhady ze samé povahy své
definice pouze zfidkakdy odpovidaji prislusnym skuteénym vysledkam.

Castky uvedené v této Ucetni zavérce jsou vykézany v milionech Ceskych
korun (,K&*), pokud nenf uvedeno jinak.

2.2 \Vykazovani 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 oborG ¢innosti.

Uzemni segment predstavuje poskytovani vyrobke nebo sluzeb v konkrétnim
ekonomickém prostredi, které je vystaveno rizikim a dosahuje vynosnosti
odli$né od rizik a vynosnosti v ramci jinych ekonomickych prostredi.

2.3 Transakce v cizich ménach

a) Funkéni ména a ména vykazovéni

Polozky, které jsou soucésti Gcetni zavérky Spolecnosti, jsou ocenovéany za
pouziti mény priméarniho ekonomického prostredi, ve kterém jednotka pasobi
(,funkeni ména*). Utetn zévérka je prezentovéna v éeskych korunach, které
jsou pro Spolecnost jak ménou funkéni, tak ménou vykazovani.

b) Transakce a ziistatky
Transakce v cizi méné se prepocitavaji do funkéni mény na zakladé sménnych
kurzli platnych k datdm transakci. Kurzové zisky a ztraty vyplyvajici z téchto

transakci a z prepoctu  penéznich aktiv a zavazkl vyjadrenych v cizich
ménach sménnym kurzem platnym ke konci Gc¢etniho obdobi se vykazuji ve
vykazu zisku a ztraty.

2.4 Pozemky, budovy a zafizeni

Pozemky, budovy a zafizen( jsou prvotné vykazany v pofizovaci cené a jsou
s vyjimkou pozemkd odepisovany a vykazovany v zlstatkové hodnoté.
Zastatkova hodnota zahrnuje i pripadné snizeni hodnoty aktiva. Pozemky
jsou nésledné vykazany v pofizovaci cené snizené o Castku vyjadrujic
pripadné snizeni hodnoty. Pofizovaci cena zahrnuje vydaje, které jsou pfimo
pritaditelné k pofizeni daného aktiva.

Nasledné vydaje jsou zahrnuty do Gcetni hodnoty pfislusného aktiva
nebo jsou pripadné vykazany jako samostatné aktivum pouze tehdy,
jestlize je pravdépodobné, ze budouci ekonomicky prospéch spojeny
sdanou polozkou Spolecnost ziskd a pofizovaci cena polozky je
spolehlivé  méfitelna.  Veskeré opravy aUdrzba jsou  zalctovany
do vykazu zisku a ztraty v ramci cetniho obdobf, 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
nésledujict:

Stavby 15 - 25
Stroje, pristroje a zafizeni 8 - 15
Zatizen( pro zpracovan( dat 3 -5
Dopravni prostiedky 3-8
Inventar 5-10

Pozemky nejsou odepisovany.

Zastatkova hodnota aktiv a jejich Zivotnost je posuzovana a v pifpadé potreby
upravena ke kazdému rozvahovému dni. V piipadé, Ze je Gcetni hodnota
aktiva vyssi nez je jeho realizovatelna hodnota, snizi se G¢etni hodnota tohoto
aktiva okamzit& na jeho realizovatelnou hodnotu (viz. bod 2. 8).

Pozemky, budovy a zafizent, které se jiz nepouzivaji nebo jsou z jinych divodd
vyfazeny, se z rozvahy vyradi spolu s opravkami vztahujicimi se k prislusnému
aktivu. Veskeré vynosy &i ztraty vzniklé v souvislosti s vyrazenim jsou Gétovany
do vysledku z bézné ¢innosti.

2.5 Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek zahrnuje programové vybaveni pocitact.
Licence porizené k pocitacovému softwaru jsou aktivovany na zékladé vydaja
vynalozenych na porizeni konkrétniho softwaru a jeho uvedeni do pouzivani.
Tyto néklady jsou odepisovény po dobu jejich piedpokladané Zivotnosti (tfi
a7 pét let).

\lydaje spojené s vyvojem nebo Gdrzbou poéitacovych softwarovych programd
jsou vykézany jako naklady v okamziku jejich vynalozent. Vydaje, které primo
souviseji s vytvofenim presné definovanych a jedinecnych softwarovych
produktd kontrolovanych  Spoleénosti, které pravdépodobné prinesou
budouci ekonomicky prospéch prevysujici porizovaci naklady po dobu delsi
nez jeden rok, se vykazuji jako nehmotné aktiva. Pfimé naklady zahrnuji
osobni naklady pracovnikii podilejicich se na vyvoji softwaru a odpovidajici
podil prislusné rezie.

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

2.6 Dlouhodoba aktiva klasifikovana jako aktiva

drzena k prodeji
Spole¢nost klasifikuje dlouhodobé aktivum (nebo vyfazovanou skupinu) jako
drzené k prodeji, pokud bude jeho Gcetni hodnota zpétné ziskéana primarné
prodejni transakci spiSe nez pokraCujicim uzivanim, a ocenuje jej v nizsi
z jeho zlstatkové hodnoty a Cisté realizovatelné hodnoty minus néaklady
souvisejici s prodejem.



on the recognition or measurement of specific transactions and balances.
The amendments to IAS 1 have not yet been endorsed by the European Union.

b) The following standards, amendments and interpretations will not be
relevant for the Company or are not expected to have a material impact on
the Company’s operations:

1AS 23 - Amendment - Borrowing costs (effective date January 1, 2009),
IAS 27 - Amendment - Consolidated and Separate Financial Statements
(effective date July 1, 2009). The amendments to IAS 27 have not yet been
endorsed by the European Union,

IFRS 3 - Amendment - Business Combinations (effective date July 1, 2009),
IAS 28 - Amendment - Investments in Associates (effective date July 1, 2009),
IAS 31 - Amendment - Interests in Joint Ventures (effective date July 1, 2009),
IAS 32 - Amendment - Financial Instruments: Presentation (effective date
January 1, 2009),

IFRIC 4 - Determining whether an Arrangement contains a Lease (Amendment
of §4(b)) (effective date January 1, 2008),

IFRIC 12 - Service Concession Arrangements (effective date January 1, 2008),
IFRIC 13 - Customer Loyalty Programs (effective date July 1, 2008),

IFRIC 14 - IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding
Requirements and their Interaction (effective date January 1, 2008),

IFRS 2 - Amendment - Share-based Payments (effective date January 1, 2009).

Comparative amounts

In connection with implementation of IFRS 7, the Company reviewed
the presentation and changed the classification of the following items
in the balance sheet and income statement:

In order to achieve more relevant presentation of the structure of assets
and liabilities, there was a change in the structure of the current assets and
liabilities in the comparative balance sheet as at December 31, 2006. Non-
financial assets in the amount of CZK 41 million were reclassified from Trade
receivables to Other receivables. Non-financial liabilities in the amount of CZK
96 million were reclassified from Trade and other financial liabilities to Non-
financial liabilities.

Basis of preparation of financial statements

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

In the year 2007, the Company decided to publish the Income Statement
using the classification of expenses according to their function. Management
believes this method provides more relevant information to users than
the classification of expenses by nature. The income statement for the year
ended December 31, 2006 was reclassified accordingly.

The preparation of financial statements in accordance with IFRS requires
the use of certain critical accounting estimates. It also requires that
management 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.

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
[tems included in the financial statements of the Company are measured using
the currency of the primary economic environment in which the entity operates
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(“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 as 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
recognised 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 cost less any accumulated
depreciation and impairment losses. Freehold land is subsequently stated at
cost less any impairment charges. Cost includes expenditures that are directly
attributable to the acquisition of the asset.

Subsequent costs are included in the asset’s carrying amount or recognised
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.

ltems 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
[T 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, as 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 than 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 capitalised on the basis of the costs incurred to acquire and bring
the specific software to use. These costs are amortised over their estimated
useful life (three to five years).

Costs associated with developing or maintaining computer software programs
are recognised 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 recognised as intangible assets. Direct costs include
the costs of employees involved in software development and an appropriate
portion of relevant overheads.

Computer software development costs recognised as assets are amortised
over their estimated useful lives (not exceeding three years).

2.6 Non-current assets held for sale

The Company classifies non-current assets (or disposal groups) as held-for-
sale separately if their carrying amount is to be 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.
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2.7 Investice v dcefiné spole¢nosti

Podil ve spole¢nosti Philip Morris Slovakia s.ro. je vykézan v historické
porizovaci cené.

2.8 Snizeni hodnoty aktiv

Pozemky, budovy a zafizeni a ostatni nefinanéni aktiva, véetné nehmotnych
aktiv, jsou posuzovany z hlediska snizeni hodnoty, kdykoli ur¢ité udélosti nebo
zmény okolnosti naznacuji, ze jejich Géetni hodnota nemusi byt realizovatelna.

Ztréta ze snizeni hodnoty je za¢tovana ve vysi ¢astky, o kterou Gcetni hodnota
aktiva prevysuje jeho realizovatelnou hodnotu. Realizovatelna hodnota pred-
stavuje realnou hodnotu snizenou o néaklady prodeje nebo hodnotu z uzivén,
je-li vy$8i. Za Gcelem posouzeni snizeni hodnoty jsou aktiva sdruzovana na

toky (penézotvorné jednotky).

2.9 Zasoby

Zasoby se vykazuji v pofizovacich cenach nebo v Cisté realizovatelné hodnoté,
je-li nizsi. Porizovaci cena zahrnuje cenu pofizeni a vedlejsi naklady spojené
s pofizenim zasob (doprava, clo, pojisténi apod.). V hodnoté tabakovych
nalepek, nedokonéené vyroby, hotovych vyrobki a nakupovaného zbozi je
zahrnuta i spotfebni dan. Hodnota nedokondéené vyroby a hotovych vyrobkd
zahrnuje primé materidlové néklady a vyrobni rezii. Vyrobni rezie zahrnuje
predevsim mzdy, odpisy, spotfebu energii, naklady na opravy a udrzovani
apod. Vétsina materialovych zasob je ocenéna v pramérnych cenach.

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

2. 10 Pujcky a pohledavky

Pajcky a pohledavky jsou nederivatova financni aktiva s danymi nebo
prepokladanymi platbami, kterd nejsou kdtovana na aktivnim trhu. Jsou
zahrnuta do kratkodobych aktiv, s vyjjimkou dob splatnosti delsich nez 12
mésict po rozvahovém dni. Ta jsou klasifikovana jako dlouhodoba aktiva.
Pajeky a pohledavky jsou zahrnuty v rozvaze v pohledavkach z obchodnich
vztahi a jinych pohledavkach.

Obchodni pohledavky se prvotné vykazuji v realné hodnoté a néasledné jsou
ocenovany  zlstatkovou hodnotou na zékladé metody efektivni Grokové sazby
po odecteni opravné polozky na snizeni hodnoty. Opravna polozka na snizeni
hodnoty obchodnich pohledavek za domécimi a zahraniénimi odbérateli mimo
skupinu Altria se vytvari tehdy, jestlize existuji objektivni dikazy o tom, ze
Spolecnost nebude schopna inkasovat veskeré dluzné castky podle plvodné
sjednanych podminek. Vyznamné financni tézkosti odbératele, pravdépodobnost,
7e dluznik vstoupi do konkurzu, nedodrzenf splatnosti nebo prodleni ve splatnosti
zévazku (u pohledévek z obchodnich vztahd vici tietim stranam od 30 do 90
dnf v zavislosti na individualnim posouzeni situace dluznfka) jsou indikéatory,
7e obchodni pohledavky jsou znehodnoceny. Vyse opravné polozky je rozdil
mezi Géetni hodnotou aktiva a soucasnou hodnotou odhadovanych budoucich
penéznich tokl diskontovanych plvodni efektivni Grokovou sazbou. Tvorba
této opravné polozky je zaGctovana do vykazu zisku a ztraty. Pohledavky za
spole¢nostmi skupiny Altria nejsou povazovany za pochybné.

2. 11 Penézni prostredky a penézni ekvivalenty

Penézni prostiedky a penézni ekvivalenty zahrnuji finanéni  hotovost,
inkasovatelné bankovni vklady, ostatni vysoce likvidni kratkodobé investice
s ptvodni dobou splatnosti tfi mésice a méné a debetnf zistatky na bankovnich
G¢tech (kontokorentni Géty). V rozvaze jsou debetni ziistatky na bankovnich
(¢tech (kontokorentnf Giéty) vykazany v polozce kratkodobych zavazkii.

2. 12 Obchodni zavazky

Obchodni zévazky se prvotné vykazuji v redlné hodnoté a nasledné jsou
ocenovany zUstatkovou hodnotou na zékladé metody efektivni Grokové sazby.

2. 13 Odlozena dan z pfijmu

Odlozend dan je vypoctena s pouzitim zavazkové metody uplatnéné na
vsechny docasné rozdily vzniklé mezi danovou hodnotou aktiv a zavazk(
ajejich Ucetni hodnotou vykazovanou v Géetni zavérce. Pokud ovsem
odlozena dan vyplyva z vychoziho zachyceni aktiva nebo zavazku z transakei
jinych, nez je podnikovéa kombinace, které v dobé vzniku nemaji dopad ani
na Gcetni ani na darovy zisk nebo ztratu, pak se o ni netétuje. Odlozena dan
7 pHjma se stanovi za pouZitf darové sazby (a dariovych zékon), které byly
schvéleny nebo je proces jejich schvalovani v podstaté dokoncen a o kterych

se predpoklada, Ze budou Gcinné v obdobl, ve kterém bude pfislusné danova
pohledavka realizovana nebo zévazek odlozené dané z pfijmd vyrovnan.
Zmény v odlozené dani vyplyvajici ze zmén danovych sazeb jsou zachyceny
ve vykazu zisku a ztraty.

Odlozené danové pohledavky se vykazuji v rozsahu, v némz je pravdépodobné,
7e bude v budoucnosti dosazeno zdanitelného zisku, ktery umozni uplatnéni
téchto prechodnych rozdild.

Odlozen4 dan je zalctovana do vykazu zisku a ztraty s vyjimkou pripadd, kdy
se vztahuje k polozkdm Gctovanym pfimo do vlastniho kapitalu. V takovych
pripadech je také G¢tovana do vlastniho kapitalu.

2. 14 Zameéstnanecké pozitky

a) Diichodové pojisténi a penzijni pFipojisténi

Spolecnost hradi pravidelné odvody do statniho rozpoctu k financovani
statntho ddchodového pojisténi v sazbach platnych pro dané obdobi
z vyplacenych hrubych mezd. Nad ramec téchto zakonnych odvodl nejsou
vyzadovany od Spole¢nosti zadné jiné dodatecné odvody. Naklady souvisejici
s odvody jsou z(c¢tovany ve vykazu zisku a ztraty ve stejném obdobi jako
vyplata mezd a platd, ke kterym se vztahujf.

Spolecnost také poskytuje svym zaméstnanctim penzijni pfipojisténi formou
plateb nezavislym penzijnim fondlm v ramci platného penzijntho planu.
Tyto néklady jsou Gétovany do vykazu zisku a ztraty v obdobi, se kterym
Casove souviseji. Nad ramec téchto zékonnych odvodd nejsou vyzadovany od
Spolecnosti zadné jiné dodatec¢né odvody.

b) Odstupné a pozitky pii predéasném ukonceni pracovniho poméru
Odstupné a pozitky pri predéasném ukonéenf pracovniho poméru se vyplacejf
v pifpadé, ze je pracovni pomér ukonéen pred normélnim odchodem do
dtichodu nebo pred uplynutim pracovni smlouvy. Spoleénost vykazuje pozitky
z predc¢asného ukondeni pracovniho poméru, pokud je zavazana k ukonceni
pracovniho poméru vybranych zaméstnanc v souladu se schvalenym
detailnim planem bez realné moznosti od tohoto planu odstoupit.

)] Uhrady akciemi

Altria Group, Inc. poskytuje uréité plany dhrad akciemi pro vedouci pracovniky
vech spolecnosti v ramci skupiny Altria. Tyto plany se vztahuji k akciim
spolecnosti Altria Group, Inc. Tyto plany predstavuji Ghrady vazané na akcie
vyporadané kapitalovymi nastroji. 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
pridéleny (,Deferred Stock®). K realizaci néroku a nabyti akcii zaméstnanci
dochéazi po uplynuti zaméstnaneckého poméru tfi let od data poskytnuti
naroku (,rozhodné obdobi®). Béhem rozhodného obdobi nema zaméstnanec
pristup k akciim a nemdze je prodat, pouzit jako zastavu nebo prevést na jinou
osobu. Toto omezeni konci na konci rozhodného obdobi.

Hodnota nakladd sluzeb zaméstnancti vykazanych jako protihodnota za
pridélené naroky na akcie je uréena na zakladé realné hodnoty narokd k datu
poskytnuti. Tato realnd hodnota odpovida trzni cené akcii Altria Group,
Inc. k datu poskytnuti. Naklady jsou do vykazu zisku a ztraty (naklady na
zaméstnance a zaméstnanecké pozitky a sluzby) z(&tovany rovnomérné
béhem rozhodného obdobi se souvztaznym zépisem do vlastniho kapitélu.
Celkovy naklad zatictovany Spolecnosti zavisi na dobé trvani zaméstnaneckého
poméru vedouctho pracovnika ve Spolecnosti béhem rozhodného obdobi.
K okamziku realizace néroku a ukonceni omezeni souvisejictho s akciemi
je Spolecnosti prefakturovan néaklad spojeny s Ghradami akciemi vznikly
na strané Altria Group, Inc. vychazejici z trzni ceny akcif Altria Group, Inc.
k datu realizace. Fakturované ¢astka odpovida dobé trvani zaméstnaneckého
poméru vedouciho pracovnika ve Spolecnosti béhem rozhodného obdobi.
Rozdil mezi ¢astkou vykazanou jako protihodnota za pridélené naroky na
strané Spolecnosti a prefakturovanym nakladem je zaGctovan do vlastniho
kapitalu. Hodnota nakladd vykézanych jako protihodnota za pridélené naroky
v letech 2007 a 2006 byla nevyznamna.

2. 15 Rezervy

Spolecnost tvori rezervy, pokud mé soucasny pravni nebo mimosmluvni
zévazek, ktery je vysledkem minulych udéalosti, je pravdépodobné, Zze
k vyporadani tohoto zavazku bude nezbytné odéerpani prostredkd, a mize
byt proveden spolehlivy odhad vyse zévazku. Rezervy se nevytvéreji na
budouci provozni ztraty.



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 non-financial 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 recognised 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 inflows (cash-generating units).

2.9 Inventories

Inventories are stated at the lower of cost and net realisable 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
resaleincludeexcisetaxes. The valueofwork-in-progressand finished goodsincludes
direct material costs and allocated overhead costs. Overhead costs include labour,
depreciation, power and heating, repair and maintenance and other related costs.
The value of tobacco, operating supplies and spare parts is determined on the basis
of weighted average cost.

Net realisable 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 receivables are recognised initially at fair values and subsequently measured
at amortised costs using the effective interest method, less provision for
impairment. Such provision for impairment of domestic and foreign third-party
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.
Significant financial difficulties of the debtor, the probability that the debtor will
enter bankruptcy and default or there is delinquency in payments (in the case
of trade receivables from third parties more than 30 -90 days overdue based
on individual assessment of the debtor) are considered indicators that the trade
receivable is impaired. 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 recognised in the income statement.
Receivables from Altria Group companies are not considered bad debt.

2. 11 Cash and cash equivalents

Cash and cash equivalents include 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 on
the balance sheet within borrowings in current liabilities

2. 12 Trade Payables

Trade payables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method.

2. 13 Deferred income tax

Deferred income taxation is calculated using the liability method applied
to all temporary differences arising between the tax base 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 the accounting nor taxable profit nor loss,
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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 realised or the deferred income tax liability is settled. Changes
in deferred tax resulting from the change in enacted tax rates are reflected
in current earnings.

Deferred income tax assets are recognised to the extent that it is probable
that future taxable profit will be available against which the temporary
differences can be utilised.

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 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. Company
has no further payment obligations once the contributions have been paid.

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
recognises redundancy and termination benefits when it is demonstrably
committed to terminating the employment of current employees according
to a detailed formal plan without the possibility of withdrawal.

) 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 a three-year service period
(the vesting period). During the vesting period, shares are restricted and
cannot be sold, assigned, used as collateral or transferred by the employee.
The restriction lapse 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 as at the grant date. Fair
value corresponds to the market price of Altria Group, Inc. common
stock as at date the award is granted to the employee. Compensation
cost is recognised over the vesting period on a straight-line basis
as a charge to the employee benefits expense with a corresponding
entry in equity. The amount of compensation expense recognised
corresponds to the respective 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 as at the vesting date. The
recharge corresponds to the respective employee’s employment period
with the Company during the vesting period. The difference between the
compensation expense recognised by the Company and the recharged
compensation amount is recorded in equity. Amounts recognised
as compensation expense in 2007 and 2006 were immaterial.

2. 15 Provisions

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

2. 16 Vykazovani vynosu a nakladd

\lynosy predstavuji redlnou hodnotu pfijaté nebo narokované protihodnoty za
prodej zbozi, vyrobki a sluzeb, bez dané z pridané hodnoty a spotrebni dané,
po odpoctu slev a skont. Vynosy jsou vykazovany nasledujicimi zpdsoby:

Prodej vyrobkd a zbozi

\lynosy z prodeje vyrobkd a zbozi se vykazuji, pokud Géetni jednotka prevedla
na kupujictho vyznamna rizika a odmény z vlastnictvi zbozf; nezachovéava
si pokradujici manazerskou angazovanost v mife obvykle spojované
s vlastnictvim pozadovaného zboZzi, ani skute¢nou kontrolu nad timto
zbozim; Céstka vynost muize byt spolehlivé ocenéna; je pravdépodobné,
ze ekonomické uzitky, které jsou s transakci spojeny, poplynou do Gcetni
jednotky; a vzniklé néklady nebo néklady, které s ohledem na transakci teprve
vzniknou, mohou byt spolehlivé ocenény.

Prodej sluzeb

Viynosy z poskytovani sluzeb se vykazuji, jestlize dojde k poskytnuti sluzby
za pomoci metod uzivanych pro stanoveni stupné dokoncenosti konkrétni
transakce, uréeného na zakladé skutecné poskytnuté sluzby k poméru
celkovych sluzeb, které maji byt poskytnuty.

WWnosy z dividend
\iynos z dividend se vykazuje tehdy, kdyz vznikne pravo akcionére na prijeti platby.

3. RIZENI FINANCNICH RIZIK
3.1 Faktory finanéniho rizika

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

Soucasti nakladti na prodané vyrobky a zbozi jsou variabilni a fixni vyrobni
néklady, pofizovaci cena nakoupeného zbozi a licenéni poplatky placené za
prodané vyrobky.

Odbytové naklady vyplyvaji z odbytové cCinnosti a kromé personalnich
a rezijnich naklada zahrnuji také odpisy majetku v oblasti prodeje, néklady
spojené s expedici, néklady na propagaci, podporu prodeje, prizkum trhu
a sluzby zakaznikam.

Spravni naklady zahrnuji personélni a rezijni néklady a odpisy majetku ve
spravnf oblasti.

2. 17 Leasing

Leasing je klasifikovan jako operativni leasing, jestlize podstatna ¢ast rizik
a uzitkd vyplyvajicich z vlastnictvi zastava u pronajimatele. Splatky uhrazené
na zaklad€ operativniho leasingu se G¢tuji do vykazu zisku a ztraty rovnomérné
po celou dobu trvani leasingu.

Leasing pozemkd, budov a zafizeni, pfi némz na Spole¢nost prechazi
podstatné ¢ast rizik a odmén vyplyvajicich z vlastnictvi, je klasifikovan jako
financni leasing.

2. 18 Vyplata dividend

Vlyplata dividend akcionardm Spole¢nosti se vykazuje v Géetni zavérce
Spole¢nosti jako zavazek v obdobi, ve kterém jsou dividendy schvaleny
akcionafi Spole¢nosti.

Z ¢&innosti Spolecnosti vyplyvé rada finanénich rizik: trzni riziko, Gvérové riziko a riziko likvidity. Trzni riziko a riziko likvidity je fizené centralnim oddélenim
Treasury skupiny PMI. Uvérové riziko je fizeno primarné Spole¢nosti. PMI Treasury identifikuje, ocenuje a zajistuje finanénf riziko v (izké spolupraci se Spole¢nosti.
Rizenf rizik provadi centralni oddéleni Treasury skupiny PMI v souladu s pravidly schvalenymi predstavenstvem Spolecnosti, ktera vychéazi z PMI politik fizeni
finanéniho rizika.

a) Trini riziko
Spolec¢nost plsobi na mezindrodnim trhu a je vystavena ménovému riziku vztahujicimu se k rdznym ménam. Ménové riziko vyplyva zejména

z titulu budoucich nékupt a pohledévek a zavazkd v cizich ménach. Pro fizeni ménového rizika Spoleénost prilezitostné nakupuje ménové opce
prostiednictvim PMI Treasury, o kterych Gctuje jako o zajistovacich derivatech. V letech 2007 a 2006 Spole¢nost neméla zaddné ménové opce.

Rozdéleni pohledavek podle mén:

Ugetni hodnota k 31. 12. 2007 CZK SKK EUR usb Ostatni Celkem
Pohledavky za tretimi stranami — domécf 5918 0 2 0 0 5920
Pohledavky za tretimi stranami - zahranién{ 0 0 5 54 2 61
Pohledavky za spole¢nostmi skupiny Altria 0 422 68 3 2 495
Celkem 5918 422 75 57 4 6 476
Ugetni hodnota k 31. 12. 2006 CZK SKK EUR usb Ostatni Celkem
Pohledavky za tretimi stranami — domécf 914 0 1 0 0 915
Pohledéavky za tretimi stranami - zahranién{ 9 0 4 48 2 63
Pohledavky za spole¢nostmi skupiny Altria 0 84 128 0 0 212
Celkem 923 84 133 48 2 1190

Analyzy citlivosti

Citlivost na zmény ménového kurzu
Spolecnost je vystavena ménovému riziku vyplyvajicimu zejména z transakei se spole¢nostmi se sidlem v Evropské Unii, véetné své slovenské dcefiné

je hodnoceno ve vztahu k domaci méné (Eeské koruna) k rozvahovému dni, kdy jsou pohledévky a zévazky vedené v cizi méné prepolteny na deské koruny
kurzem Ceské narodni banky.

Analyza citlivosti zahrnuje pouze neuhrazena finanéni aktiva a zavazky denominované v cizich ménach a méii dopad z prepoctu téchto polozek k rozvahovému dni
kurzem Ceské narodnf banky (,CNB<) k 31. 12. 2007. Spoletnost povazuje mozny pohyb ménovych kurzii viici éeské koruné v nasledujicim obdob +10% (zhodnocent

&eské koruny) a ~10% (znehodnocent ceské koruny).

Analyza citlivosti na zmény kurzu je pfipravena po jednotlivych ménach za predpokladu, ze kurzy ostatnich mén jsou beze zmény.



and the amount can be reliably estimated. Provisions are not recognised
for future operating losses.

Provisions are measured at the present value of the best estimate of
the expenditure required to settle the present obligation as at the balance
sheet date.

2. 16 Revenue and expense recognition

Revenue comprises the fair value of the consideration received or receivable
for the sale of goods and services, net of value-added tax, excise tax, rebates
and discounts.

Sales of goods

Revenue from the sales of goods is recognised when the Company has
transferred the significant risks and rewards of ownership of the goods to
the buyer; 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 recognised 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.

3. FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors
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Dividend income
Dividend income is recognised 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.

Costs of goods sold include variable and fixed manufacturing costs, costs
of goods purchased for resale and royalties paid for the cigarettes sold.

Distribution expenses include personnel and material costs, and
depreciation and amortisation applicable to the distribution function, as
well as the costs of shipping, advertising, sales promotion, market research
and customer service.

Administrative expenses include personnel costs and overheads as well
as depreciation and amortisation applicable to administrative function.

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 Company 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 recognised as a liability
in the Company’s financial statements in the period in which the dividends
are approved by the Company’s shareholders.

The Company’s activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk. Market and liquidity risks are managed under
approved policies by a central Treasury group of PMI. Credit risk is managed mainly primarily by the Company. PMI 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,
which are based on PMI financial risk management policies.

a) Market risk

The Company operates internationally and is exposed to foreign exchange risk arising from various currency exposures. Foreign exchange risk arises from future
purchase transactions and recognised assets and liabilities in foreign currencies. To hedge part of this exposure, the Company occasionally uses currency option
derivative instruments, transacted with PMI Treasury. There were no currency options used in 2007 and 2006.

Classification of receivables by currencies is as follows:

Carrying amount as at December 31, 2007 CZK SKK EUR usb Other Total
Receivables from third parties — domestic 5918 - 2 - - 5920
Receivables from third parties - foreign - - 5 54 2 61
Receivables from Altria Group entities - 422 68 3 2 495
Total 5918 422 75 57 4 6476
Carrying amount as at December 31, 2006 CZK SKK EUR usb Other Total
Receivables from third parties - domestic 914 - 1 - - 915
Receivables from third parties - foreign 9 - 4 48 2 63
Receivables from Altria Group entities - 84 128 - - 212
Total 923 84 133 48 1190

Sensitivity analysis

Sensitivity to exchange rates

The Company is exposed to the foreign currency risk arising from transactions performed mainly with companies in the European Union, including its Slovak
subsidiary, and PMI Swiss subsidiaries. The common currencies used by the Company are the EUR, USD and SKK. The foreign currency risk is measured against
the functional currency (CZK) as at the balance sheet date, when the financial assets and liabilities denominated in foreign currencies are recalculated to CZK
by applying the Czech National Bank exchange rate.

The sensitivity analysis considers only unpaid financial assets and liabilities denominated in foreign currencies and it measures the impact from recalculation
of these items as at the balance sheet date using exchange rates published by the Czech National Bank (“CNB”) as at December 31, 2007. The Company
considers the movements of exchange rates against CZK in the following period +10% (appreciation of CZK) and -10% (depreciation of CZK) as possible.

The sensitivity analysis on exchange rate changes is prepared for individual currencies on the presumption that there is no movement in the exchange rates
of other currencies.
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Nasledujici tabulka predstavuje mozny dopad do vykazu zisku a ztraty pred zdanénim pfi oéekavaném posileni (+10%) nebo oslabeni (-10%) &eské koruny vici
cizim ménam:

2007 -10% - znehodnoceni CZK

Ména EUR SKK usD
Zvyeni (+) / snizenf (=) zisku -16 42 -13
2007 +10% - zhodnoceni CZK

Ména EUR SKK UsD
Zvyseni (+) / snizeni (=) zisku 16 42 13
2006 -10% - znehodnoceni CZK

Ména EUR SKK UsD
Zvyseni (+) / snizeni (-) zisku -4 8 2
2006 +10% - zhodnoceni CZK

Ména EUR SKK usD
Zvyeni (+) / snizenf (=) zisku 4 -8 -2

Citlivost na zmény Grokové sazby

Spolecnost je vystavena Grokovému riziku zejména v souvislosti s poskytovanim kratkodobych pijcek se stanovenou dobou splatnosti a kratkodobych pijcek
splatnych na pozadani spolec¢nostem ve skupiné PMI. Spoleénost predpoklada mozny pohyb vynosové kiivky v nasledujicim obdobi +/- 100 bazickych bodd.

Pro poskytnuté kratkodobé pujcky a kratkodobé pujcky splatné na pozadani poskytnuté spole¢nostem ve skupiné PMI je dopad do vykazu zisku a ztraty
pred zdanénim stanoven na zakladé specifikované zmény Grokové sazby, kterd by nastala na zacatku dcetniho obdobi a za predpokladu, ze by nedoslo
k zadné jiné zméné Grokovych sazeb v pribéhu celého Gcetniho obdobi. Ostatnf financni aktiva a zavazky nejsou povazovany za Grokové citlivé.
Nasledujici tabulka predstavuje mozny dopad do vykazu zisku a ztraty pied zdanénim pii odekévaném néarlstu (+100 bazickych bod() nebo poklesu
(~100 bazickych bodii) Grokovych sazeb:

Narast drokové miry Pokles arokové miry
2007 0 100 baz. bodu 0 100 baz. bodd
Zvyseni (+) / snizeni (=) zisku 22 -22
Nardst drokové miry Pokles arokové miry
2006 0 100 baz. bodu 0 100 baz. bodi
Zvydeni (+) / snizenf (-) zisku 36 -36

b) Uvérové riziko
Spole¢nost mé stanovena pravidla, kterd zajistuji, Ze prodej vyrobki a zboz{ s odlozenou splatnostf je realizovan pouze s odbérateli, kteff spliiuji podminky pro
Gvérovy prodej a maji prislusnou Gvérovou historii.

\lyraznou podporu v této oblasti poskytuji Spolecnosti odbornici z PMI Treasury. Kromé PMI Treasury Spolecnost vyuziva k analyze protistran také sluzeb
externich ratingovych agentur.

Pripadné platebni neschopnost odbératele miize vést k bezprostiednim ztratdm s nezédoucim vlivem na hospodareni Spolecnosti. Z tohoto ddvodu podléha
schvalovani obchodnich aktivit s novymi odbérateli standardizovanym kontrolam a postuptim pfislusnych oddéleni Spole¢nosti. Angazovanost Spole¢nosti vaci
odbérateltim je izena také prostiednictvim stanoveni Gvérovych limitd. Vyse téchto limit je pravidelné monitorovana a vyhodnocovéna.

Soucasti fizeni Gvérového rizika je aktivni sprava a fizeni pohledéavek, kde se ke snizenf rizik pouzivaji standardni nastroje financnich trhd, jako jsou bankovnf
zéruky a platby predem.

Zajisténi pohledavek

Pohledavky z obchodnich vztaht jsou rozdéleny z hlediska strategie zajisténi na pohledéavky za tuzemskymi odbérateli, zahrani¢nimi odbérateli a spole¢nostmi
skupiny Altria.

K zajisténi pohledavek za tuzemskymi odbérateli jsou v uréitych pripadech vyuzivany bankovni zaruky. Povinnym preventivnim néstrojem v pisemném smluvnim
vztahu je sankénf drok z prodleni Ghrad.

Pohledavky z obchodnich vztah za tuzemskymi odbérateli jsou rozdéleny do dvou skupin: pohledavky zajisténé bankovnimi zarukami a nezajisténé pohledavky za
odbérateli, kterf splruji podminky poskytnuti nezajisténého Gvéru. Viyse nezajisténého Gvéru zavisi na celkovém a finanénim hodnoceni kazdého odbératele véetné
vyuziti externiho hodnocenf ratingovych agentur. Pohledavky z obchodnich vztaht se zahraniénimi odbérateli jsou ¢astecné zajistény bankovnimi zarukami.
Pohledavky z obchodnich vztaht za spole¢nostmi skupiny Altria jsou povazovany za nejméné rizikové, a proto nejsou zajisténé.

Maximalni expozice viici Gvérovému riziku

Maximalni expozice viici Gvérovému riziku souvisejici s obchodni ¢innosti a poskytnutymi obchodnimi Gvéry odbératellim se rovn hrubé Gcetni hodnoté vyse
uvedenych finanénich aktiv snizené o pripadné ztraty ze snizeni hodnoty.



ANNUAL REPORT 2007 | FINANCIAL RESULTS [

The following table presents the impact on profit and loss before tax of an appreciation (+10%) or depreciation (-10%) of CZK to foreign currencies:

2007 CZK depreciation by 10%
Currency EUR SKK UusD
Increase / (decrease) in profit or loss (16) 42 (13)
2007 CZK appreciation by 10%
Currency EUR SKK usb
Increase / (decrease) in profit or loss 16 (42) 13
2006 CZK depreciation by 10%
Currency EUR SKK usb
Increase / (decrease) in profit or loss (4) 8 ?
2006 CZK appreciation by 10%
Currency EUR SKK UusD
Increase / (decrease) in profit or loss 4 (8) @)

Sensitivity to interest rates

The Company is exposed to interest rate risk mainly in relation to short-term loans and short-term on-demand deposits with PMI companies. The Company
assumes the possible movements of the yield curve in the following period by +/- 100 of basis points.

For short-term loans receivable and short-term on-demand deposits with PMI companies, the impact on the profit and loss before tax is determined on the basis
of a defined change in the interest rate, which would have arisen at the beginning of the accounting period and based on the assumption that no other changes
in the interest rate occurred during the entire accounting period. Other financial assets and liabilities are not considered to be sensitive to interest rate movements.

The following table presents the possible impact on profit and loss and on equity before tax of an expected increase (+100 basis points) or decrease
(~100 basis points) of interest rates:

Interest rate increased Interest rate decreased
2007 by 100 basis points by 100 basis points
Increase / (decrease) in profit or loss 2? (22)

Interest rate increased Interest rate decreased
2006 by 100 basis points by 100 basis points
Increase / (decrease) in profit or loss 36 (36)

b) Credit risk
The Company has policies in place to ensure that sales of products and merchandise on credit are made to customers who meet the Company’s criteria
for credit eligibility and have adequate credit history.

Considerable support in this area is provided by PMI Treasury specialists in Lausanne. Apart from PMI Treasury, the Company also uses the services of external
rating agencies for counterparty analysis.

Financial insolvency of a counterparty may result in immediate losses to the Company with an adverse impact on the Company’s financial position. Therefore,
the acceptance of new business is reliant on standard approval controls and procedures through the relevant departments of the Company. The Company’s
involvement with counterparties is managed by means of credit limits that are monitored and re-evaluated on a regular basis.

Active administration and management of receivables is incorporated into the credit risk management process and standard financial market instruments such
as bank guarantees and advance payments are used to reduce the risks.

Receivables Security

With respect to the security strategy of trade receivables, trade receivables are separated into receivables from domestic customers, foreign customers
and Altria Group entities.

Bank quarantees, in certain cases, are used to secure receivables from domestic credit customers. Penalty interest on late payment is a compulsory preventative
instrument for all contractual relationships.

Trade receivables from domestic credit customers are divided into two groups: receivables secured by bank guarantees and unsecured receivables from
customers eligible for unsecured credit. Unsecured credit is based on an overall and financial assessment of each individual customer, including usage of
external rating agencies. Trade receivables from third-party foreign customers are partially secured by bank guarantees. Trade receivables from Altria Group
entities are considered as low-risk receivables by the Company, and are therefore unsecured.

Maximum exposure to credit risk

The maximum exposure to credit risk in the case of activities connected to business operations and trade credits rendered to customers is calculated
as the gross carrying amount of the above-mentioned financial assets less any impairment losses.
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Neznehodnocena finanéni

Neznehodnocena finanéni

Ugetni hodnota k 31. 12. 2007 aktiva do splatnosti aktiva po splatnosti Celkem
Pohledavky za tretimi stranami - domaci 5915 5 5920
Pohledavky za tretimi stranami - zahrani¢n{ 49 12 61
Pohledavky za spolecnostmi skupiny Altria 495 0 495
Uty v bance 2 0 2
Kratkodobé pujcky a depozita u spriznénych stran 2217 0 2217
Celkem 8678 17 8 695
Neznehodnocena finanéni Neznehodnocena finanéni

Ugetni hodnota k 31. 12. 2006 aktiva do splatnosti aktiva po splatnosti Celkem
Pohledavky za tretimi stranami - domacf 914 1 915
Pohledavky za tretimi stranami - zahrani¢n{ 48 15 63
Pohledavky za spole¢nostmi skupiny Altria 212 0 212
Utty v bance 48 0 48
Kratkodobé pujcky a depozita u spfiznénych stran 3609 0 3609
Celkem 4831 16 4 847
Koncentrace avérového rizika
Spolecnost sleduje koncentraci Gvérového rizika podle odbytovych regiond.
Rozdéleni pohledavek podle odbytovych regiont:
Ugetni hodnota k 31. 12. 2007 Ceska Slovenska

republika republika Ostatni Celkem
Pohledavky za tretimi stranami - domaci 5920 0 0 5920
Pohledéavky za tretimi stranami - zahranién{ 0 0 61 61
Pohledavky za spole¢nostmi skupiny Altria 0 439 56 495
Celkem 5920 439 117 6476
Ugetni hodnota k 31. 12. 2006 Ceska Slovenska

republika republika Ostatni Celkem
Pohledavky za tietimi stranami - domaci 915 0 0 915
Pohledavky za tretimi stranami - zahrani¢n{ 0 0 63 63
Pohledavky za spole¢nostmi skupiny Altria 0 84 128 212
Celkem 915 84 191 1190

Uvérova bonita finan¢nich aktiv, ktera nejsou po splatnosti ani znehodnocena ~ ®

PFi stanoveni ratingu financnich aktiv, ktera nejsou po splatnosti ani

znehodnocena, pouziva Spole¢nost nasledujici kritéria.

o Ve tidé bonity 1 jsou zarazeny pohledavky viici odbérateltim zajisténé
bankovnimi zarukami, u nichz neexistuje zédny objektivni diikaz, ktery @

by signalizoval mozné snizenf jejich hodnoty.

Ve tfidé bonity 2 jsou zarazeny nezajisténé pohledavky z obchodnich
vztah( za odbérateli, u kterych neexistuje zadny objektivni dikaz,
ktery by signalizoval mozné snizeni jejich hodnoty.

Standard & Poor’s rating spole¢nosti Altria Group, Inc. je BBB+.

Jako banky a finanénf instituce pouzivané Spolecnosti jsou akceptovany
pouze ty s hodnocenim externi agentury Moody’s Aa3+ nebo vice.

Moody'’s rating

Standard & Poor’s dlouhodobych
Stav k 31. 12. 2007 Bonita 1 Bonita 2 rating (BBB +) deposit (Aa3+) Celkem
Pohledéavky za tretimi stranami - doméacf 5075 840 0 0 5915
Pohledavky za tretimi stranami - zahrani¢n{ 18 31 0 0 49
Pohledavky za spole¢nostmi skupiny Altria 0 0 495 0 495
Uty v bance 0 0 0 2 2
Kratkodobé pujéky a depozita u spfiznénych stran 0 0 2217 0 2217
Celkem 5093 871 2712 2 8678

Moody’s rating

Standard & Poor’s dlouhodobych
Stav k 31. 12. 2006 Bonita 1 Bonita 2 rating (BBB +) deposit (Aa3+) Celkem
Pohledavky za tretimi stranami - domaci 647 267 0 0 914
Pohledavky za tretimi stranami - zahrani¢n{ 21 27 0 0 48
Pohledavky za spole¢nostmi skupiny Altria 0 0 212 0 212
Uty v bance 0 0 0 48 48
Kratkodobé pujcky a depozita u spriznénych stran 0 0 3609 0 3609
Celkem 668 294 3821 48 4831
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Unimpaired financial

Carrying amount as at December 31, 2006 assets not yet due assets past due Total
Receivables from third parties - domestic 5915 5 5920
Receivables from third parties - foreign 49 12 61
Receivables from Altria Group entities 495 - 495
Cash at banks 2 - 2
Short-term loans and deposits with related parties 2217 - 2217
Total 8678 17 8 695
Unimpaired financial Unimpaired financial
Carrying amount as at December 31, 2006 assets not yet due assets past due Total
Receivables from third parties - domestic 914 1 915
Receivables from third parties - foreign 48 15 63
Receivables from Altria Group entities 212 - 212
Cash at banks 48 - 48
Short-term loans and deposits with related parties 3609 - 3609
Total 4831 16 4 847
Credit risk concentration
The Company monitors the concentration of credit risk by distribution regions.
Classification of receivables by distribution regions:
Czech
Carrying amount as at December 31, 2007 Republic Slovakia Other Total
Receivables from third parties — domestic 5920 - - 5920
Receivables from third parties - foreign - - 61 61
Receivables from Altria Group entities - 439 56 495
Total 5920 439 117 6476
Czech
Carrying amount as at December 31, 2006 Republic Slovakia Other Total
Receivables from third parties — domestic 915 - - 915
Receivables from third parties - foreign - - 63 63
Receivables from Altria Group entities - 84 128 212
Total 915 84 191 1190
Credit quality of financial assets not yet due and not impaired ° Solvency class 2 includes receivables that are unsecured trade

The Company uses the following criteria when setting ratings of financial
assets that are not yet due and are not impaired.

o Solvency class 1 includes receivables from third parties secured
by bank guarantees for which there is no objective evidence
indicating impairment.

receivables from third parties for which there is no objective evidence
indicating impairment.

Standard & Poor’s Rating of the company Altria Group, Inc. is BBB+

Forbanksand financial institutions, only independently-rated parties
with a minimum rating of AA3+ from Moody’s are accepted.

Standard & Moody’s

Solvency Solvency Poor’s Ratings Long-term
Balance as at December 31, 2007 class 1 class 2 (BBB +) deposit rating (Aa3+) Total
Receivables from third parties — domestic 5075 840 - - 5915
Receivables from third parties - foreign 18 31 - - 49
Receivables from Altria Group entities - - 495 - 495
Cash at banks - - - 2 2
Short-term loans and deposits with related parties - - 2217 - 2217
Total 5093 871 2712 2 8678

Standard & Moody’s

Solvency Solvency Poor’s Ratings Long-term
Balance as at December 31, 2006 class 1 class 2 (BBB +) deposit rating (Aa3+) Total
Receivables from third parties - domestic 647 267 - - 914
Receivables from third parties - foreign 21 27 - - 48
Receivables from Altria Group entities - - 212 - 212
Cash at banks - - - 48 48
Short-term loans and deposits with related parties - - 3609 - 3609
Total 668 294 3821 48 4831
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Utetni hodnota finanénich aktiv po splatnosti, ktera nejsou znehodnocena
0d data splatnosti uplynulo

Stav k 31. 12. 2007 Do 1 mésice 1 - 3 mésice Vice nez 3 mésice Celkem
Pohledavky za tretimi stranami - domaci 5 0 0 5
Pohledavky za tfetimi stranami - zahrani¢n{ 11 0 1 12
Celkem 16 0 1 17
0d data splatnosti uplynulo
Stav k 31. 12. 2006 Do 1 mésice 1 - 3 mésice Vice nez 3 mésice Celkem
Pohledavky za tretimi stranami - domaci 1 0 0 1
Pohledavky za tfetimi stranami - zahrani¢n{ 15 0 0 15
Celkem 16 0 0 16

c) Riziko likvidity

Obezietné Fizenf rizika likvidity predpokladd udrfovani dostateéné Grovné hotovosti. Rizeni likvidity Spole¢nosti provadi centralné oddéleni PMI Treasury
v Lausanne prostfednictvim doméaciho a mezinarodniho systému ,cash pool®. V souladu s pravidly PMI pfipravuje Spolecnost tydenni vyhled cash flow na
nasledujici mésic a mésicni vyhled na nésledujicich 12 mésict.

Analyza splatnosti smluvnich nediskontovanych penéznich toka

Stav k 31. 12. 2007 Do 3 mésici
Zavazky z obchodnich vztahd vidi tretim strandm a spole¢nostem skupiny Altria 850
Nevyplacené dividendy 12
Pajcky 28
Stav k 31. 12. 2006 Do 3 mésici
Zéavazky z obchodnich vztahl vici tretim strandm a spolecnostem skupiny Altria 470
Nevyplacené dividendy 14
Plijcky 0

3.2 Rizeni kapitalu

Cilem Spolecnosti pri fizeni kapitalu je zajisténi nepretrzité Cinnosti s cilem poskytovat akcionarim néavratnost vlozenych prostredkd. K udrzeni nebo Gpravé
kapitalové struktury Spolecnost maze upravit vysi dividendy, vydat nové akcie nebo prodat svij majetek za celem snizeni dluhu. Celkovy kapital je pocitan
jako vlastni kapitél v rozvaze plus éisty dluh.

3.3 Odhad realné hodnoty

Redlnad hodnota finan¢nich néstroji obchodovanych na aktivnich trzich je stanovena na zéakladé kétovanych trznich cen platnych k rozvahovému dni. Pro
stanovenf realné hodnoty finanénich nastrojd, které nejsou obchodovany na aktivnim trhu, se pouzivaji techniky ocerovani. Spole¢nost ¢inf predpoklady, pfi
nichz vychazi z trznich podminek existujicich ke kazdému rozvahovému dni. Zastatkova hodnota obchodnich pohledavek, zavazkt a ptjcek se blizi jejich
redlné hodnoté.

4. INFORMACE O SEGMENTECH

a) Prvotni format vykaznictvi — zemni segment
Uzemni format vykaznictvi je zalozen na umistén{ aktiv Spole¢nosti. VSechna aktiva Spolecnosti jsou umisténa v Ceské republice a proto primarni Géetni vykazy
obsazené v této Gcetni zavérce obsahuji véechny informace pozadované pro prvotni forméat vykaznictvi informaci o segmentech.

Trzby Gzemniho segmentu na zakladé umisténi sidla zdkaznika jsou nésledujici:

Ceské republika Slovenska republika Ostatni Celkem
2007 6 409 2719 1719 10 847
2006 6 560 882 1331 8773

Polozka ,Ostatni zahrnuje vyvozy do ostatnich zemf.

b) Druhotny forméat vykaznictvi — oborovy segment

Prodeje Spolecnosti jsou tvoreny prevazné prodejem tabakovych vyrobkd, a proto Spole¢nost vykazuje pouze jeden oborovy segment v druhotném formétu
vykaznictvi. Primarni Gcetni vykazy obsazené v této Ucetni zavérce obsahuji vSechny informace pozadované pro druhotny format vykaznictvi informaci
o0 segmentech.

c) Analyza trzeb podle kategorii

2007 2006
Prodej vyrobku 9 196 7606
Prodej zbozi 1591 1158
Vlynosy z poskytovanych sluzeb 60 9
Celkem 10 847 8773




Carrying amount of financial assets past due but not impaired
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Months past due

Balance as at December 31, 2007 Less than 1 month 1-3 months  More than 3 months Total
Receivables from third parties - domestic 5 - - 5
Receivables from third parties - foreign 11 - 1 12
Total 16 - 1 17

Months past due

Balance as at December 31, 2006 Less than 1 month 1-3 months  More than 3 months Total
Receivables from third parties - domestic 1 - - 1
Receivables from third parties - foreign 15 - - 15
Total 16 - - 16

c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash. Liquidity of the Company is managed and controlled by the central PMI Treasury
in Lausanne via domestic and international Cash pool arrangements. Based on PMI policies, the Company prepares a weekly cash flow projection for the following

month and monthly cash flow projections for the following 12 months.

Contractual maturity analysis (undiscounted amounts)

Balance as at December 31, 2007

Less than 3 months

Trade payables to third parties and Altria Group entities
Dividend payable
Bank overdraft

850
12
28

Balance as at December 31, 2006

Less than 3 months

Trade payables to third parties and Altria Group entities
Dividend payable
Bank overdraft

470
14

3.2 Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going concern in order to provide returns for shareholders.
In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to shareholders, issue new shares or sell assets to reduce
debt. Total capital is calculated as ‘equity’ as shown in the balance sheet plus net debt.

3.3 Fair value estimation

The fair value of financial instruments traded in active markets is based on quoted market prices as 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 as
at each balance sheet date. The carrying amounts of trade receivables, trade payables and borrowings are assumed to approximate their fair values.

4. SEGMENT REPORTING

a) Primary reporting format — geographical
The geographical reporting format is based on the location of assets. All the Company’s assets are located in the Czech Republic and therefore the primary segment
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 Total
2007 6 409 2719 1719 10 847
2006 6 560 882 1331 8773

Other relates to exports to other countries.

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

c) Analysis of sales by category

2007 2006
Sales of finished goods 9196 7606
Sales of merchandise 1591 1158
Revenue from services 60 9

Total 10 847 8773
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5. POZEMKY, BUDOVY A ZARIZENI

Dopravni Pofizeni
Pozemky, prostiedky, aktiv
budovy stroje Inventar a poskytnuté
a stavby a zafizeni a vybaveni zélohy Celkem
K1. 1. 2006
Pofizovaci cena 1813 3905 85 50 5853
Oprévky a snizeni hodnoty -960 -2 247 -76 0 -3 283
Zustatkova hodnota 853 1658 9 50 2570
Rok konéici 31. 12. 2006
Pocate¢ni zlstatkovéa hodnota 853 1658 9 50 2570
Prirastky 48 233 19 -20 280
\yrazeni -12 -38 0 0 -50
Odpisy -83 -239 -4 0 -326
Konecna zistatkova hodnota 806 1614 24 30 2474
K 31. 12. 2006
Pofizovaci cena 1796 3675 98 30 5599
Oprévky a snizeni hodnoty -990 -2 061 -74 0 -3 125
Zistatkova hodnota 806 1614 24 30 2474
Rok kon¢ici 31. 12. 2007
Pocatecni zlstatkova hodnota 806 1614 24 30 2 474
Prirtistky 5 127 1 6 139
Vyrazeni -7 -9 -1 0 -17
Odpisy -80 -301 -4 0 -385
Reklasifikace dlouhodobych aktiv drzenych k prodeji =27 -1 0 0 -28
Konecna zistatkova hodnota 697 1430 20 36 2183
K31. 12. 2007
Pofizovaci cena 1652 3465 87 36 5240
Oprévky a snizeni hodnoty -955 -2 035 -67 0 -3 057
Zustatkova hodnota 697 1430 20 36 2183
Pozemky, budovy a zafizeni drzené k prodeji k 31. 12. 2007 a 2006:
Dopravni Porizeni
Pozemky, prostiedky, aktiv
budovy stroje Inventar a poskytnuté
a stavby a zafizeni a vybaveni zalohy Celkem
K1. 1. 2006
Pofizovaci cena 159 32 17 0 208
Oprévky a snizeni hodnoty -149 -30 -17 0 -196
Zistatkova hodnota 10 2 0 0 12
Rok kon¢ici 31. 12. 2006
Pocatecni zlstatkova hodnota 10 2 0 0 12
\lyrazeni -10 -2 0 0 -12
Konecna zistatkova hodnota 0 0 0 0 0
K31. 12. 2007
Pofizovaci cena 135 10 2 0 147
Oprévky a snizeni hodnoty -108 -9 -2 0 -119
Zustatkova hodnota 27 1 0 0 28

V prosinci 2007 vedeni Spole¢nosti schvalilo plan prodat pozemky, budovy a souvisejici zarizeniv Novém Ji¢iné. Podminky prodeje byly odsouhlaseny s nezéavislym
kupujicim v prosinci 2007 s naslednym podpisem smlouvy dne 21. 1. 2008. V souladu s IFRS Spole¢nost preklasifikovala v rozvaze k 31. 12. 2007 veskery
majetek, ktery byl predmétem prodeje, do samostatné kategorie ,dlouhodobé aktiva drzena k prodeji®. Tento majetek je ocenén zlstatkovou hodnotou.

Najemné v hodnoté 101 miliond K& (2006: 117 miliont K¢) za pronajem skladd, kancelafskych prostor, strojniho zafizeni a software je zahrnuto do vykazu

zisku a ztraty.

Veskeré vydaje na porizenf dlouhodobych aktiv byly financovany z vlastnich zdroji Spolecnosti.

6. SNIZENi HODNOTY POZEMKU, BUDOV A ZARIZENI

Spolecnost provéfila zistatkovou hodnotu pozemkd, budov a zafizeni z hlediska mozného snizeni hodnoty. V roce 2007 a 2006 nebylo vykazéno zadné snizeni

hodnoty dlouhodobych aktiv.



5. PROPERTY, PLANT AND EQUIPMENT
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Vehicles Constructions
Property & Machinery Furniture in progress
& Buildings Equipment & Fixtures & Advances paid Total
As at January 1, 2006
Cost 1813 3905 85 50 5853
Accumulated depreciation and impairment (960) (2 247) (76) - (3 283)
Net carrying amount 853 1658 9 50 2570
Year ended December 31, 2006
Opening net carrying amount 853 1658 9 50 2 570
Additions cost 48 233 19 (20) 280
Disposal net carrying amount (12) (38) - - (50)
Depreciation charge (83) (239) 4 - (326)
Closing net carrying amount 806 1614 24 30 2474
Year ended December 31, 2006
Cost 1796 3675 98 30 5599
Accumulated depreciation and impairment (990) (2 061) (74) - (3125
Net carrying amount 806 1614 24 30 2474
Year ended December 31, 2007
Opening net carrying amount 806 1614 24 30 2474
Additions cost 5 127 1 6 139
Disposal net carrying amount @) 9 (D - 17
Depreciation charge (80) (301) @] - (385)
Reclassification to PP&E classified as held for sale @7 @) - - (28)
Closing net book amount 697 1430 20 36 2183
As at December 31, 2007
Cost 1652 3 465 87 36 5240
Accumulated depreciation and impairment (955) (2 035) 67) - (3057
Net carrying amount 697 1430 20 36 2183
PP&E classified as held-for-sale as at December 31, 2007 and 2006 were as follows:
Vehicles Constructions
Property & Machinery Furniture in progress
& Buildings Equipment & Fixtures & Advances paid Total
As at January 1, 2006
Cost 159 32 17 - 208
Accumulated depreciation and impairment (149) (30) (17 - (196)
Net carrying amount 10 2 - - 12
Year ended December 31, 2006
Opening net carrying amount 10 2 - - 12
Disposal net carrying amount (10) @) - - (12)
Closing net carrying amount - - - - -
As at December 31, 2007
Cost 135 10 2 - 147
Accumulated depreciation and impairment (108) © @) - (119)
Net carrying amount 27 1 - - 28

In December 2007, management of the Company approved the plan to sell the land, buildings and related operating equipment in Novy Ji¢in. Terms and
conditions of the sale were agreed with an independent buyer in December 2007 with the Agreement being signed on January 21, 2008. In accordance with
IFRS, the Company reclassified all assets subject to the sale as “assets held for sale” on the face of the balance sheet as at December 31, 2007. These assets

are valued at their net book value.

Lease rentals amounting to CZK 101 million (2006: CZK 117 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 recognised

in 2007 and 2006.
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7. ZASOBY

31. 12. 2007 31. 12. 2006
Materil 1560 2839
Nedokoncena vyroba 202 274
\yrobky 1480 2317
Zbozi 1479 76
Zasoby celkem 4721 5 506

Pofizovaci naklady na zasoby bez spotiebni dané a vyrobni rezie vykdzané ve vykazu zisku a ztraty jako naklad a zahrnuté v poloZce Naklady na prodané
vyrobky a zbo#f &inily 4 729 miliond K& (2006: 3 611 milionG K&).

8. POHLEDAVKY Z OBCHODNICH VZTAHU A OSTATNI POHLEDAVKY

31. 12. 2007 31. 12. 2006
Pohledavky z obchodnich vztaht
Treti strany 5981 978
Dcefina spolecnost 439 84
Ostatnf sprfznéné strany 56 128
Celkem 6 476 1190
Ostatni pohledavky
Placené zélohy 31 39
Jiné pohledavky 2 ?
Celkem 33 41
9.  PENEZNI PROSTREDKY A PENEZNI EKVIVALENTY

31. 12. 2007 31. 12. 2006
Utty v bance 2 48
Kratkodobé pijeky spifznéné strané splatné na pozadani (bod 27) 2217 609
Kratkodoba pujcka spifznéné strané (bod 27) 0 3000
Penize a penéini prostredky celkem 2219 3657

Kratkodobé pujcka poskytnuta spriznéné strané predstavuje Grocenou kratkodobou pdjcku se splatnosti do tff mésicd. Analyza kratkodobych pohledavek za
spriznénymi stranami je uvedena v bodé 27.

Penézni prostiedky, penézni ekvivalenty a debetnfi zGstatky na bankovnich Gctech pro Géely sestaveni vykazu penéznich tok jsou nasledujici:

31. 12. 2007 31. 12. 2006
Penézni prostredky a penézni ekvivalenty 2219 3657
Debetni zistatky na bankovnich Gétech -28 0
Penéini prostfedky a penéini ekvivalenty celkem 2191 3657

10. ZAKLADNI KAPITAL

Zé&kladni kapital Spole¢nosti predstavuje 2 745 386 kust akcii v nominalni hodnoté 1 000 K¢ a je plné splacen. V pribéhu predchézejicich dvou let nedoslo
k zadnym zménam v zékladnim kapitéalu a poctu nebo druhu akei.

Zé&kladni kapital Spolecnosti je rozvrzen na:

Pocet akcii Hodnota v K¢é
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

Vgem akciim prisluseji stejné préva.

Identifikacni oznaceni akcii Spolecnosti podle mezinarodniho systému ¢islovani je ISIN: CS0008418869.

Akcie Spole¢nosti jsou prijaty k obchodovani na trhu organizovaném Burzou cennych papird Praha, a.s. a RM-Systémem, a.s. Verejnosti bylo k 31. 12. 2007

drzeno 2 745 386 kust akcii, z toho 77,6 % bylo drzeno spoleénosti Philip Morris Holland B.V.

Spolecnost vytvorila zakonny rezervni fond. Rezervni fond nesmi byt pouzit k rozdéleni akcionariim, ale maze byt pouzit k Ghradé ztréaty. Vyse rezervniho fondu

je 20 % zékladniho kapitalu Spole¢nosti.
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7. INVENTORIES

December 31, 2007 December 31, 2006
Materials 1560 2 839
Work-in-progress 202 274
Finished goods 1480 2317
Merchandise 1479 76
Total inventories 4721 5506

The cost of inventories, excluding excise tax and allocated overheads, recognised as expense in 2007 and included in Costs of goods sold amounted
to CZK 4 729 million (2006: 3 611 million).

8. TRADEAND OTHER RECEIVABLES

December 31, 2007 December 31, 2006
Trade receivables:
Third parties 5981 978
Subsidiary 439 84
Other related parties 56 128
Total 6476 1190
Other receivables:
Prepayments 31 39
Other receivables 2 2
Total 33 41
9. CASHAND CASH EQUIVALENTS

December 31, 2007 December 31, 2006
Cash at banks 2 48
On-demand deposits with related parties (Note 27) 2217 609
Short-term loans to related party (Note 27) - 3000
Total cash and cash equivalents 2219 3657

Short-term loans include interest-bearing loans to related parties with the maturity less than three months. See Note 27 for the analysis of receivables from
related parties.

Cash, cash equivalents and bank overdrafts for the purposes of the cash flow statement include the following:

December 31, 2007 December 31, 2006
Cash and cash equivalents 2219 3657
Bank overdrafts (28) -
Total cash and cash equivalents 2191 3657

10. SHARE CAPITAL

The Company’s registered capital of 2 745 386 shares has a nominal value of CZK 1 000 per share and is fully paid. No changes in the registered capital or the
number and type of shares have occurred during the last two years.

The registered capital is allocated as follows:

Number of shares Value in CZK
Unregistered ordinary shares certificated 831688 831 688 000
Registered ordinary shares dematerialised 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 organised by the Prague Stock Exchange and the RM-S - Czech Share Trading System.
As at December 31, 2007, 2 745 386 shares were publicly held, of which 77.6% were held by the company Philip Morris Holland B.V.

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

31. 12. 2007 31. 12. 2006
Zavazky z obchodnich vztah( a ostatni finanéni zavazky
Treti strany 357 200
Ostatni spriznéné strany 282 127
Dohadné Géty pasivni 210 143
Nevyplacené dividendy 12 14
Celkem 862 484
Nefinanéni zavazky
Zéavazky v(ci zaméstnanciim 73 59
Zavazky ze socialntho zabezpedeni a zdravotniho pojisténi 32 36
Prijaté zéalohy 5 0
Ostatni 0 1
Celkem 110 96
Zéavazky vyplyvajici z transakci mezi spfiznénymi stranami jsou popséany v bodé 27.
12. OSTATNI DANOVE ZAVAZKY

31. 12. 2007 31. 12. 2006
Dan z pfidané hodnoty 1216 381
Spotiebni dan 4057 3459
Ostatni dané 14 14
Celkem 5287 3854

13. ODLOZENA DAN Z PRiJMU

Odlozené danové pohledavky a zévazky jsou vzajemné kompenzovany, pokud existuje ze zékona vymahatelné pravo kompenzace kratkodobych danovych
pohledavek proti kratkodobym danovym zévazkiim a pokud se odlozen4 dan vztahuje ke stejnému finan¢nimu Gradu.

Kompenzované ¢éstky jsou nasledujici:

31. 12. 2007 31. 12. 2006
OdloZen4 dariova pohledéavka 21 18
OdloZeny danovy zévazek -144 -192
Odlozeny danovy zavazek -123 -174
Odlozena darnova pohledavka
- Odlozena danova pohledavka s ocekavanou realizaci do 12 mésict 18 16
- Odlozen4 darové pohledavka s ocekdvanou realizaci za vice nez 12 mésict 3 2
21 18
Odlozeny danovy zavazek
- Odlozeny dariovy zavazek, ktery ma byt vyrovnan do 12 mésict -18 -27
- Odlozeny dariovy zavazek, ktery ma byt vyrovnan za vice nez 12 mésict -126 -170
-144 -192
Brutto pohyb na Gctu odlozené dané z piijm0 je néasledujict:
2007 2006
K1 1. -174 -160
Zalétovani ve vykazu zisku a ztraty 51 -14
K31. 12. -123 -174

Zmény odloZenych dariovych pohledévek a zdvazk (pred kompenzaci zstatkd v rémci téZe dafové jurisdikce) v daném obdobi byly nasleduijict:

Odlozeny daiiovy zavazek Zrychlené daiové odpisy
K 1. 1. 2006 -170
Zalcétovani do vykazu zisku a ztraty -22
K'31. 12. 2006 -192
Zalétovani do vykazu zisku a ztraty 48
K'31. 12. 2007 -144
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December 31, 2007 December 31, 2006
Trade and other financial liabilities
Third parties 357 200
Other related parties 282 127
Accrued expenses 21 143
Dividends payable 12 14
Total 862 484
Other non-financial liabilities
Amounts due to employees 73 59
Social security and health insurance 32 36
Advances received 5 -
Other - 1
Total 110 96
Trade payables to related parties are disclosed in Note 27.
12. OTHER TAX LIABILITIES

December 31, 2007 December 31, 2006
VAT 1216 381
Excise tax 4 057 3459
Other taxes 14 14
Total 5 287 3854

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, 2007 December 31, 2006
Deferred tax assets 21 18
Deferred tax liabilities (144) (192)
Deferred tax liabilities (123) (174)
Deferred tax assets
- Deferred tax asset to be recovered within 12 months 18 16
- Deferred tax asset to be recovered after more than 12 months 3 ?
21 18
Deferred tax liabilities
- Deferred tax liabilities to be recovered within 12 months (18) (22)
- Deferred tax liabilities to be recovered after more than 12 months (126) (170)
(144) (192)
The movement in the deferred income tax is as follows:
2007 2006
January 1 (174) (160)
Income statement credit / (charge) 51 (14)
December 31 (123) (174)

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

As at January 1, 2006 (170)
Charge to the income statement (22)
As at December 31, 2006 (192)
Credit to the income statement 48
As at December 31, 2007 (144)
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Snizeni hodnoty ~ Majetek actovany Uhrady
Odlozena danové pohledavka zésob  piimo do nakladd akciemi Ostatni Celkem
K 1. 1. 2006 5 3 0 2 10
Zalcétovani do vykazu zisku a ztréaty -2 -3 5 8 8
K 31. 12. 2006 3 0 5 10 18
Zalétovani do vykazu zisku a ztraty -1 0 -1 5 3
K'31. 12. 2007 2 0 4 15 21

K 31. 12. 2006 byly odloZen4 dafové pohledavka (+) a zavazek (=) vypodteny sazbou ve vyi 24 % ze zakladu. K 31. 12. 2007 byly odloZen4 dafiova pohledavka
(+) a z&vazek (=) vypocteny sazbou ve vysi 21 %, 20 % a 19 % v zévislosti na roce, ve kterém dojde k realizaci docasnych rozdili v souladu s platnou darovou
legislativou. Zména platnych sazeb dané je vysledkem dariové reformy platné od 1. 1. 2008., schvalené prezidentem Ceské republiky v ffjnu 2007.

14. PRIJATE PODILY NA ZISKU

Spolecnost obdrzela v roce 2007 od spole¢nosti Philip Morris Slovakia s.r.o. podil na zisku za rok 2006 ve vy$i 39 miliond K& (2006: 65 miliond K&).

15. OSTATNi VYNOSY

Ostatni vynosy ve vy&i 92 miliond K& (2006: 64 miliont K& zahrnujf piijaté Groky z kratkodobych ptijéek a depozit poskytnutych spiiznénym strandm (bod 27).

16. DRUHOVE CLENENI NAKLADU - DOPLNUJICI INFORMACE

2007 2006
Zmeény stavu zasob hotovych vyrobkd a nedokoncené vyroby 236 -186
Spotreba materiélu a energie 4 506 3828
Sluzby 1802 1692
Néklady na zaméstnance a zaméstnanecké pozitky 827 905
Odpisy a amortizace 399 338
Ostatni 49 109
Néklady na prodané vyrobky a zbozi, odbytové a administrativni naklady 7818 6 686
17. NAKLADY NA ZAMESTNANCE A ZAMESTNANECKE POZITKY

2007 2006
Mzdové néklady vcetné nakladi souvisejicich s ukoncenim pracovniho
poméru ve vys$i 54 miliont K& (2006: 54 milion(i K&) 602 641
Néklady na socidlni zabezpeceni a zdravotni pojisténi 74 81
Penzijni naklady - plany definovanych prispévkd 128 142
Ostatn{ socialni naklady 23 41
Celkem 827 905

K 31. 12. 2007 méla Spole¢nost 937 zaméstnanct (2006: 1 068) véetné 35 Fidicich pracovniki (2006: 34). Ridici pracovnici Spolednosti zahrnuji feditele
odbort a vedouci Gsekd.

Naklady souvisejici s ukoncenim pracovniho poméru vykazané za rok 2006 zahrnuji rezervu na odstupné ve vysi 30 miliont K¢ jak je uvedeno v bodé 18.

Na zékladé zakona Spolecnost odvadi prispévky na socialni a diichodové zabezpeceni, zdravotni pojisténi a prispévek na statni politiku zaméstnanosti.
Prispévky za rok 2007 a 2006 ¢inily 35 % z objemu hrubych mezd. Spole¢nost neni povinna platit dal$i prispévky nad ramec zakonnych odvoda.

Spolecnost dale poskytuje svym zaméstnanciim doplikové penzijni pfipojisténi formou prispévki nezéavislym penzijnim fonddm na zékladé schvaleného
penzijniho planu Spolecnosti.

Principy zaméstnanosti a odménovéni jsou feseny kolektivni smlouvou. Pri kolektivnim vyjednavani probiha kontrola dodrzovani pracovné pravnich
predpist ve Spolecnosti.

18. REZERVY

V roce 2006 vedeni Spole¢nosti schvalilo plan tykajici se restrukturalizace oddéleni prodeje a distribuce a plan prechodu urcitych aktivit Géetniho oddélent
do regionalniho centra sdilenych sluzeb v Krakové. Odhadované naklady na restrukturalizaci k 31. 12. 2006 ve vysi 30 miliont K¢ predstavovaly odstupné
zaméstnancl identifikovanych v téchto planech. Odhad byl vypoéten v souladu s platnou Kolektivni smlouvou, kterd definovala vypocet odstupného.
Rezerva byla v pIné vysi vyuzita v prvnim pololeti roku 2007.

K 31. 12. 2007 Spole¢nost nevykazuje 7adné rezervy.
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Provisions Assets Share based
Deferred tax assets for inventories expensed payments Other Total
As at January 1, 2006 5 3 - 2 10
Credit/(charge) to the income statement @) (3) 5 8 8
As at December 31, 2006 3 - 5 10 18
Credit/(charge) to the income statement @) - (D 5 3
As at December 31, 2007 2 - 4 15 21

As at December 31, 2006, the deferred tax asset (+) and liability () was calculated at 24%. As at December 31, 2007, the deferred tax asset (+) and liability () was calculated
at 21%, 20% and 19% (depending upon the period in which the temporary difference is expected to reverse) in accordance with the tax legislation enacted. The change
in enacted tax rates resulted from tax reform for the periods starting after January 1, 2008, and approved by the president of the Czech Republic in October 2007.

14. DIVIDEND INCOME

In 2007, The Company received dividends from Philip Morris Slovakia s.ro. in the amount of CZK 39 million distributed from the subsidiary’s 2006 profit
(2006: CZK 65 million).

15. OTHER INCOME

Other income of CZK 92 million (2006: CZK 64 million) includes the interest income received from interest-bearing short-term loans and deposits with related parties,
see Note 27.

16. EXPENSES BY NATURE - ADDITIONAL INFORMATION

2007 2006
Changes in inventories of FG and WIP 236 (186)
Raw materials and consumables used 4 506 3828
Services 1802 1692
Employee benefits expense 827 905
Depreciation and amortisation 399 338
Other 48 109
Costs of goods sold, distribution expenses and administrative expenses 7818 6 686
17. EMPLOYEE BENEFITS EXPENSE

2007 2006
Wages and salaries, including termination benefits
CZK 54 million (2006: CZK 54 million) 602 641
Social security and health insurance 74 81
Pension costs - defined contribution plans 128 142
Other employee related costs 23 41
Total 827 905

As at December 31, 2007 the number of employees was 937 (2006: 1 068) including 35 managers (2006: 34). Managers of the Company include
employees who are department heads and senior managers.

Termination benefits recognised in 2006 include provision for redundancy payments of CZK 30 million reported as at December 31, 2006, described in Note 18.

The Company is legally required to make contributions to government health, retirement benefit and unemployment schemes. During 2007 and 2006,
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.

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.

Principles of employment and remuneration are covered by the collective agreement. Audit of the observancy of labor law regulations in the Company takes
place during the collective negotiating.

18. PROVISIONS

In 2006, management of the Company approved a plan related to the sale and distribution force restructuring and to the transfer of certain finance activities
to the regional shared service centre in Krakow. The estimated restructuring expense representing termination payments to those made redundant were
CZK 30 million as at December 31, 2006. The estimate was based on the number of employees identified in the plans and the Collective Labour Agreement valid
in 2006, which specified the amount to be paid to those affected. The amount of the provision was fully utilised in the first half of 2007.

As at the December 31, 2007, there are no provisions recognised.
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19. OSTATNi PROVOZNi VYNOSY

2007 2006
Kurzové zisky 120 71
Prodej tabdkového prachu 6 6
Zisk z prodeje pozemk, budov a zafizenf 9 0
Ostatni vynosy 7 4
Celkem 142 81
20. OSTATNI PROVOZNI NAKLADY
2007 2006
Kurzové ztraty 105 34
Bankovni poplatky 18 16
Ostatn{ dané a poplatky 3 6
Uvedeni pozemki do pavodniho stavu 0 10
Ztrata z prodeje pozemk(, budov a zafizenf 0 5
Ztrata z prodeje materialu 2 1
Ostatni naklady 7 18
Celkem 135 90
21. CISTE ZISKY A ZTRATY Z FINANCNICH NASTROJU
Penézni
2007 Pohledavky ekvivalenty Zavazky Celkem
Provozni vynosy
Kurzové zisky 26 21 73 120
Prijaty Urok 0 92 0 92
Provozni néklady
Kurzové ztraty -71 -11 23 -105
Cisté zisky (+) / ztraty (<) -45 102 50 107
Penézni
2007 Pohledavky ekvivalenty Zavazky Celkem
Finanéni néklady
Uroky placené 0 -1 0 -1
Cista ztrata 0 -1 0 -1
Penézni
2006 Pohledavky ekvivalenty Zavazky Celkem
Provozni vynosy
Kurzové zisky 16 12 43 71
Prijaty Urok 0 64 0 64
Provozni néklady
Kurzové ztraty -24 -4 -6 -34
Cisté zisky (+) / ztraty (<) -8 72 37 101
Penézni
2006 Pohledavky ekvivalenty Zavazky Celkem
Finanéni néklady
Uroky placené 0 -5 0 -5
Cista ztrata 0 -5 0 -5
22. DANZ PRIJMU
2007 2006
Splatné dan -793 -541
Odlozena dai (bod 13) 51 -14
Dai z pfijmi celkem -742 -555

Sazba dané z pifjmu v Ceské republice byla pro rok 2007 stanovena ve vy&i 24 % (2006: 24 %). S G&innosti od 1. 1. 2008 byla zménéna na 21 %, s G¢innosti od

1.1.2009 na 20 % a na 19 % s Gcinnosti od 1. 1. 2010.
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19. OTHER OPERATING INCOME

2007 2006
Exchange rate gains 120 71
Sales of tobacco dust 6 6
Gains on sale of PP&E 9 -
Other income 7 4
Total 142 81
20. OTHER OPERATING EXPENSE
2007 2006
Exchange rate losses 105 34
Bank charges 18 16
Other taxes & fees 3 6
Site restoration costs - 10
Loss on sales of PP&E - 5
Loss on sales of materials 2 1
Other expense 7 18
Total 135 90
21. NET PROFITS AND LOSSES FROM FINANCIAL INSTRUMENTS
Cash
2007 Receivables equivalents Payables Total
Operating income
Foreign exchange gain 26 21 73 120
Interest income - 9?2 - 9?2
Operating expense
Foreign exchange losses 71D (11 (23) (105)
Net gain / (loss) (45) 102 50 107
Cash
2007 Receivables equivalents Payables Total
Financial expense
Interest expense - (D - (D
Net loss - (6))] - (6))]
Cash
2006 Receivables equivalents Payables Total
Operating income
Foreign exchange gain 16 12 43 71
Interest income - 64 - 64
Operating expense
Foreign exchange losses (24) 4 (6) (34)
Net gain / (loss) (8) 72 37 101
Cash
2006 Receivables equivalents Payables Total
Financial expense
Interest expense - (5) - (5)
Net loss - (5) - )
22. INCOME TAX EXPENSE
2007 2006
Current tax (793) (541)
Deferred tax (Note 13) 51 (14)
Total income tax expense (742) (555)

The statutory income tax rate in the Czech Republic for the 2007 assessment period was 24% (2006: 24%). Effective from January 1, 2008, the rate
in the Czech Republic has changed to 21%, effective from January 1, 2009 to 20% and to 19% effective from January 1, 2010.
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Dan ze zisku Spolecnosti pred zdanénim se li$f od teoretické Castky, ktera by vznikla pouzitim prislusnych dariovych sazeb na zisky Spole¢nosti, takto:

2007 2006
Ugetn zisk pred zdanénim 3 166 2 202
Platna sazba dané z piijmu 24% 24%
Teoreticka dan z Géetniho zisku pred zdanénim -760 -528
Néklady neodpocitatelné pro darové Gcely -28 =34
Prjmy nezahrnované do zékladu dané 9 16
Dopad zmény sazby pro vypodet odlozené dané (21%, 20% a 19%) 32 -
Ostatnf 5 -9
Dan z pfijmi celkem -742 -555

Dopad zmény sazby odlozené dané vyplyva z dariové reformy schvélené prezidentem Ceské republiky v ijnu 2007. Tato reforma zavadi postupné snizovani
danoveé sazby v budoucich letech. Odlozené dan byla k 31. 12. 2007 vypoctena za pouziti téchto novych sazeb.

23. ZISK NAAKCII

Zé&kladni a zfedény ukazatel zisku na akcii je vypocteny jako podil zisku pripadajiciho na osoby drzici vlastni kapital Spole¢nosti k vazenému aritmetickému
priméru poctu kmenovych akcii v obéhu béhem roku.

2007 2006
Zisk pfipadajici akcionafim (v milionech K¢&) 2424 1647
Vazeny priimér podtu akcif v obéhu za dané obdobi (v tisfcich kust) 2 745 2 745
Zisk na akcii v K¢ 883 600

24. DIVIDENDY NA AKCII

Valnd hromada akcionaii Spolecnosti schvélila v dubnu 2007 vyplatu dividend ve vysi 1 647 milionG K& (600 K& na akcii) a v dubnu 2006 ve vysi
3 053 miliont Ké (1 112 K& na akii).

O tom, zda bude vyplacena dividenda za Gcetni obdobi 2007 av jaké vysi, rozhodnou akcionafi na radné valné hromadé, kteréd se bude konat dne
28. 4. 2008.

25. SMLUVNI A JINE BUDOUCI ZAVAZKY

Spole¢nost neni Gcastna zadnych soudnich, spravnich nebo rozhod¢ich rizent, ktera by méla nebo mohla mit vyznamny vliv na finanéni situaci Spole¢nosti.
Finanéni Grad proved| danové kontroly vsech zdanovacich obdobi az do roku 2006 véetné. Financni Grady mohou provést danovou kontrolu do étyr let od

konce prislusného zdariovactho obdobi a mohou doméfit darovou povinnost a prislusné penéle. Vedeni Spolec¢nosti si nenf védomo zadnych skutecnosti, které
by v tomto ohledu mohly vést k dodate¢nému vyznamnému darovému zavazku Spolecnosti.

26. SMLUVNI A JINE BUDOUCI ZAVAZKY

Zéavazky z operativniho leasingu

Spolecnost si na zékladé nezrusitelnych smluv o operativnim leasingu pronajima kancelare a sklady. Jednotlivé smlouvy maji rtizné podminky, dolozky
o0 navyseni a prava na prodlouzeni smlouvy.

Spolecnost si také pronajimé sklady na zakladé zrusitelnych smluv o operativnim leasingu. V pripadé, ze chce Spolecnost smlouvu ukonéit, musi podat tfi az
dvanactimésicni vypoved. Najemné z titulu operativniho leasingu zadc¢tované do vykazu zisku a ztraty v prabéhu roku je uvedeno v bodé 5.

Souhrn budoucich miniméalnich plateb z titulu nezrusitelnych operativnich leasing je nasledujici:

31. 12. 2007 31. 12. 2006
Do 1 roku 76 58
Taz5let 128 116

Nad 5 let 56 0
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The tax on the Company’s profit before taxes differs from the theoretical amount that would arise upon using the tax rate applicable to profits
of the Company:

2007 2006
Profit before tax 3166 2 202
Applicable tax rate 24 % 24 %
Tax calculated at local tax rate applicable to profit before tax (760) (528)
Expenses not deductible for tax purposes (28) (34)
Income not subject to tax 9 16
Effect of lower rate used for deferred tax calculation (21%, 20% and 19%) 32 -
Other S ©
Tax charge (742) (555)

Effect of lower enacted income tax rate results from the stepped change in tax legislation for the future years approved by the president of
the Czech Republic in October 2007. The Company used the newly enacted tax rated for the deferred tax calculation as at December 31, 2007.

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 weighted average number of
ordinary shares in issue during the year.

2007 2006
Income attributable to shareholders in CZK million 2 424 1647
Weighted average number of ordinary shares in issue in thousands 2 745 2 745
Basic earning per share in CZK 883 600

24. DIVIDENDS PER SHARE

The dividends approved by the Annual General Meeting in April 2007 and April 2006 were CZK 1 647 million (CZK 600 per share) and CZK 3 053 million
(CZK 1 112 per share), respectively.

Disbursement of dividends for the 2007 accounting period will be decided at the Annual General Meeting scheduled for April 28, 2008.

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 up to the year 2006. 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 additional material liability in this respect.

26. COMMITMENTS

Operating lease commitments

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

The Company also leases various warehouses under cancellable operating lease agreements. The Company is required to give from three to twelve months
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-cancellable operating leases are as follows:

December 31, 2007 December 31, 2006
No later than 1 year 76 58

Later than 1 year and not later than 5 years 128 116
Later than 5 years 56 -
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27. TRANSAKCE SE SPRIZNENYMI STRANAMI

Spriznénymi stranami se rozumi materska spole¢nost a ostatni spole¢nosti skupiny Altria Group, ¢lenové predstavenstva Spolecnosti, ¢lenové dozor¢i rady
Spoleénosti, osoby blizké témto clendm a spole¢nosti se stejnymi ¢leny veden.

Mezi spriznénymi stranami byly uskute¢nény nésledujici transakce:

a) Prodej vyrobku, zbozi a sluzeb spoleénostem skupiny Altria Group
2007 2006

Prodej vyrobkd, zbozi a materialu

Dcefiné spolecnost 2697 881

Ostatni spfiznéné strany 1840 1408
Prodej sluzeb

Dcefiné spolecnost 22 1

Ostatni spfiznéné strany 39 8
Prefakturace 7 18
\Wynosové aroky

Dcefina spolecnost 0 8

Ostatni spriznéné strany 92 55
Celkem 4697 2379
b) Nakup zboZi a sluzeb od spolecnosti skupiny Altria Group

2007 2006

Nékup zbozi a materialu

Dcerina spole¢nost 5 0

Ostatni spfiznéné strany 2591 2 406
Nékup sluzeb

Dcerina spole¢nost 3 0

Ostatni spfiznéné strany 378 364
Licencni poplatky placené

Ostatni spriznéné strany 547 413
Nékladové Groky

Ostatni spfiznéné strany 1 1
Celkem 3525 3184

Dividendy vyplacené spole¢nosti Philip Morris Holland B.V. &inily 1278 miliont K& v roce 2007 (2006: 2 369 miliond K&).

c) Odmény kli¢ovych &lenti vedeni

Odmény kli¢ovych ¢lent vedeni zahrnuji odmény ¢lend predstavenstva a dozoréi rady. Clenové predstavenstva a dozordi rady, kteff jsou zaméstnanci
Spole¢nosti nebo spoleénosti skupiny PMI, nedostavaji zadné dalsi odmény za plsobeni v predstavenstvu a dozoréiradé. Odména ¢lend predstavenstva
a dozor¢i rady, kteff nejsou zaméstnanci Spolec¢nosti ani jiné spolecnosti z PMI, je stanovena jako ro¢ni odmeéna.

Odmeény ¢lend predstavenstva a dozor¢i rady zahrnuji ro¢ni plat, bonus podle individuainiho vykonu, odstupné, Ghrady akciemi a ostatni nepenézni prfjmy jako
jsou pouzivani firemniho automobilu, pfispévky na zavodni stravovani a prispévky na penzijni pripojisténi, zivotni a Grazové pojisténi. Soucasti nepenéznich
prijma ¢lent predstavenstva, kteff jsou zaméstnanci spolec¢nosti Philip Morris Management S.A. nebo jiné spolec¢nosti PMI, je navic Ghrada najemného a skolného.

2007 2006
Platby a ostatni kratkodobé pozitky 52 48
Pozitky pri ukonceni pracovniho poméru 0 1
Uhrady akciemi 10 30
Nepenézni prijmy 7 9
Celkem 69 88

Funkénf obdobf ¢lenti predstavenstva a dozoréf rady je jeden rok. Zadny z élend predstavenstva a dozoréf rady nemé se Spolecnosti uzavienu jakokoliv smlouvu
o vykonu funkee ¢lena predstavenstva a dozor¢f rady. PFi ukonceni pracovntho poméru ¢lena predstavenstva a dozorci rady, ktery je zaméstnancem Spolecnosti
se veskeré odmény ridi kolektivni smlouvou a ostatnimi vnitinimi smérnicemi.

d) Informace o poétu akcii vydanych Spole¢nosti
Clenové predstavenstva nevlastnili v roce 2007 zadné akcie (2006: 7), &lenové dozordf rady vlastnili v roce 2007 a 2006 1 akcii.
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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
2007 2006

Sales of goods and materials

Subsidiary 2 697 881

Other related parties 1840 1408
Sales of services

Subsidiary 22 1

Other related parties 39 8
Recharges 7 18
Interest income

Subsidiary - 8

Other related parties 92 55
Total 4697 2379
b) Purchases of the goods and services from affiliates within the Altria Group

2007 2006

Purchases of goods and materials

Subsidiary 5 -

Other related parties 2 591 2 406
Purchases of services

Subsidiary 3 -

Other related parties 378 364
Rovalties paid

Other related parties 547 413
Interest expense

Other related parties 1 1
Total 3525 3184

Dividends paid to Philip Morris Holland B.V. amounted to CZK 1 278 million in 2007 (2006: CZK 2 369 million).

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 PMI 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-employees of the Company or an entity within the PMI Group comprises an annual fee.

The compensation of members of the Board of Directors and the Supervisory Board comprises an annual base salary, bonuses based on individual
performance, termination benefits, share-based payments and other income in-kind such as cars for use, lunch allowances, pension contributions, 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. or other PMI
entity also have other income in-kind such as the payment of rent and school fees.

2007 2006
Salaries and other short-term employee benefits 52 48
Termination benefits - 1
Share-based payments 10 30
Income in-kind 7 9
Total 69 88

Term of office for Board of Directors and Supervisory Board members is one year. No member of the Board of Directors and the Supervisory Board concluded
any contract on execution of the office in the Board of Directors. As of termination of a labour contract of the Board of Directors member and the Supervisory
Board, who are employees of the Company, all remunerations are abided by the collective agreement and other internal regulations.

d) Information on the number of shares issued by the Company to Executives
Members of the Board of Directors owned 0 shares (2006: 7), members of the Supervisory Board owned 1 share (2006: 1).
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e) Zistatky se spoleénostmi skupiny Altria Group
31. 12. 2007 31. 12. 2006

Pohledavky za spriznénymi stranami

Dcerina spole¢nost 439 84

Ostatni spfiznéné strany 56 128
Celkem 495 212
Zéavazky vUci spriznénym strandm

Ostatni spfiznéné strany 282 127
Pajcky

Ostatni spfiznéné strany 2217 3609

Plijcky spiiznénym stranam zahrnuji Grocené kratkodobé pdjcky splatné na poZzadani (cash pool) ve vysi 2 217 milion(i K& poskytnuté spoleénosti
Philip Morris Finance S.A. (2006: Altria Finance Europe AG 609 milionti K&), a kratkodobou ptijéku splatnou do t¥ mésict ve vysi O milionG K& poskytnutou
spolecnosti Philip Morris International Investments, Inc. (2006: 3 000 miliond K&). Véechny pujky jsou v rozvaze Spolednosti vykézény jako soudast
wpenéznich prostfedkd a penéznich ekvivalentt®.

Bézné4 vyse trokové sazby z krtkodoby pijéek na pozadant (cash pool) je stanovena jako no¢ni PRIMEAN minus 0,25 %. Urokové sazba z kratkodobé piijeky
poskytnuté spolecnosti Philip Morris International Investments, Inc. byla stanovena jako prislusny PRIBOR plus 0,325 % v den obchodovéni.

Skutedna vyse Grokové sazby zavisi na aktualni situaci na penéznim trhua druhu pdjcky. Primérna vyse efektivni Grokové sazby z krdtkodobych pdjéek (cash pool)

byla 2,466 % p.a. (2006: 1,822 % p.a.). V roce 2007 byla primérna vyse efektivni Grokové sazby kratkodobé pujcky Philip Morris International Investments, Inc.
3,231 % p.a. (2006: 2,628 % p.a.) a kratkodobych pujcek poskytnutych spole¢nosti Philip Morris Slovakia 2,375 % p.a. v roce 2006.

28. OSTATNIi INFORMACE

Spole¢nost uhradila za rok 2007 odménu auditorské spoleénosti ve vysi 6 milion K& (2006: 7 miliond K¢&) za auditorské a souvisejici sluzby. Odména za
dafové a ostatni poradenstvi byla v roce 2007 nulové (2006: 1 milion K&).

K 31. 12. 2007 banky poskytly zaruky na zajisténi spotiebni dané a prepravy tabakovych vyrobk( v rémci zemi EU ve vysi 7 960 milionti K¢ (2006:
4 970 miliond K¢) a na zajisténi soucasného a budouctho zavazku z najemného ve vysi 39 miliond K&, ekvivalent 1,5 miliont EUR (2006: 40 miliond K&,

ekvivalent 1,5 miliond EUR).

Veskery dlouhodoby nehmotny a hmotny majetek byl financovan z vlastnich zdroji Spoleé¢nosti. V roce 2007 Spolecnost investovala zejména do budov
a staveb, nakupu vyrobniho zafizeni a vymény vozového parku, viz bod 5.

K 31. 12. 2007 bylo vedenim Spolecnosti schvaleno pofizeni dlouhodobého majetku, zejména nékup vyrobniho zafizeni.
V (cetnim obdobi 2007 nenastala zadné preruseni podnikani Spolecnosti, ktera by méla nebo mohla mit vyznamny vliv na finanénf situaci Spolecnosti.

Ochrana zivotniho prostredi je zajistovana v souladu s ¢eskymi predpisy a normami v této oblasti.
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e) Balances with the affiliates within Altria Group

December 31, 2007 December 31, 2006

Receivables from related parties

Subsidiary 439 84

Other related parties 56 128
Total 495 212
Payables to related parties

Other related parties 282 127
Loans & Deposits

Other related parties 2217 3609

Loans and deposits with related parties include the interest-bearing, on-demand deposit (cash pool) of CZK 2 217 million with Philip Morris Finance S.A.
(2006: Altria Finance Europe AG - CZK 609 million), and an interest-bearing, short-term loan with maturity less than three months in the total amount
of CZK 0 million to Philip Morris International Investments, Inc. (2006: CZK 3 000 million). Both on-demand deposits and short-term loans are classified
as Cash and cash equivalents in the Company’s balance sheet as at December 31, 2007 and 2006.

The interest rate for 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 corresponding to PRIBOR + 0.325% on the trade date.

The actual interest rates reflect the current money market and the nature of the loan. The average effective interest rate of the on-demand deposits was

2.466% p.a. (2006: 1.822% p.a.). In 2007, the average effective interest rate for short-term loans to Philip Morris International Investments, Inc. was 3.231% p.a.
(2006: 2.628% p.a.) and 2.375% p.a. to Philip Morris Slovakia in 2006.

28. OTHER INFORMATION

During 2007, the Company paid fees in the amount of CZK 6 million to its auditor for audit and audit-related services (2006: CZK 7 million). In 2007,
no fees were paid for tax and other consultancy services (2006: CZK 1 million).

As at December 31, 2007 the banks have provided guarantees for the security of liability for fiscal stamps and for the security of transit operations within
EU countries in the amount of CZK 7 960 million (2006: CZK 4 970 million) and for the Company’s current or future lease obligations in the amount
of CZK 39 million, the equivalent in EUR 1.5 million (2006: CZK 40 million, equivalent in EUR 1.5 million).

All investments in non-current assets were financed by the Company’s own resources. In 2007, the main investments were in the area of machinery & technical
equipment, property and buildings and car fleet replacement, see Note 5.

As at December 31, 2007, management had approved projects mainly related to the acquisition of manufacturing equipment.
In 2007, no business interruptions occurred that had or might have a significant effect on the financial situation of the Company.

Environmental protection is secured in accordance with the Czech environmental legislation.
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29. NASLEDNE UDALOSTI

Dne 17. 1. 2008 byl zapsan do obchodniho rejstiiku jako ¢len predstavenstva Daniel Gordon, Director Finance & IS CZ & SK.

Dne 21. 1. 2008 Spolecnost uzaviela s nezévislou tieti stranou kupni smlouvu o prodeji pozemk a budov a souvisejiciho zafizeni zdvodu v Novém Ji¢ing, jak
je popsano v bodé 5.

Dne 24. 1. 2008 odstoupila z funkce generalni feditelky Spolecnosti Anja Fiedler a byla nahrazena Alvisem Giustinianim s G¢innosti od 1. 3. 2008.

Dne 30. 1. 2008 schvalilo predstavenstvo spolecnosti Altria Group, Inc. vyélenéni 100 % podild akcii Philip Morris International, Inc. vlastnénych skupinou Altria
ve prospéch akcionard skupiny Altria s Géinnosti od 28. 3. 2008.

Dne 25. 3. 2008 schvalilo ptedstavenstvo spole¢nosti Philip Morris CR a.s. pana Alvise Giustinianiho néhradnim &lenem predstavenstva a zaroven
predsedou predstavenstva.

Po rozvahovém dni nedoslo k zadnym jinym udélostem, které by mély vyznamny dopad na Gcetni zavérku k 31. 12. 2007.
Schvaleni ucetni zavérky
Ugetni zavérka byla schvalena ke zvetejnéni piedstavenstvem a byla z jeho povéteni podepsana.

25. brezna 2008

Alvise Giustiniani Daniel Gordon
predseda predstavenstva ¢len predstavenstva
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29. SUBSEQUENT EVENTS

On January 17, 2008, Daniel Gordon, Director Finance & IS CZ & SK, was recorded as a member of the Board of Directors in the Commercial Register.

On January 21, 2008, the purchase agreement relating to the sale of land and buildings and other related assets of Novy Ji¢in factory was signed with an
unrelated third party as disclosed in Note 5.

On January 24, 2008, Anja Fiedler, Managing Director, resigned and was replaced by Alvise Giustiniani with the effective date from March 1, 2008.

On January 30, 2008, The Board of Directors of Altria Group, Inc. authorised the spin-off of 100% of the shares of Philip Morris International, Inc. owned by
Altria to Altria‘s shareholders effective March 28, 2008.

On March 25, 2008, the Board of Directors of Philip Morris CR a.s. appointed Alvise Giustiniani as a substitute member of the Board of Directors
and at the same time as the new Chairman of the Board of Directors.

No other subsequent events have occurred after December 31, 2007 that would have material impact on these financial statements.

Statutory signatures

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

i/& r} \ll";

Alvise Giustiniani Daniel Gordon
Chairman of the Board of Directors Member of the Board of Directors

March 25, 2008
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ZPRAVA NEZAVISLEHO AUDITORA

AKCIONARUM SPOLECNOSTI PHILIP MORRIS CR a.s.

Zprava o Ucetni zavérce

Ovéfili jsme prilozenou samostatnou Géetni zavérku spoleénosti Philip Morris CR a.s. (déle ,Spole¢nost®), tj. rozvahu k 31. prosinci 2007, vykaz zisku a ztraty,
prehled o zménéach vlastniho kapitalu a prehled o penéznich tocich za rok 2007 a piilohu, véetné popisu podstatnych tcetnich pravidel (déle ,ucetni zavérka®).
Udaje o Spole¢nosti jsou uvedeny v bodé 1 piilohy této Getni zévérky.

Odpovédnost predstavenstva Spolecnosti za Gcetni zavérku

Za sestaveni a vérné zobrazeni (¢etni zavérky v souladu s Mezinrodnimi standardy Géetniho vykaznictvi ve znéni prijatém EU odpovida predstavenstvo
Spolecnosti. Soudasti této odpovédnosti je navrhnout, zavést a zajistit vnitini kontrolu nad sestavovanim a vérnym zobrazenim Gcetn{ zavérky tak, aby
neobsahovala vyznamné nespravnosti zptisobené podvodem nebo chybou, zvolit a uplatiovat vhodna Géetni pravidla a provadét dané situaci primérené
Géetni odhady.

Uloha auditora

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

Audit zahrnuje provedeni auditorskych postupd, jejichz cilem je ziskat dikazni informace o Castkach a informacich uvedenych v Géetni zavérce.
Vlybér auditorskych postuptl zévisi na Gsudku auditora, véetné posouzenf rizika vyznamné nespravnosti Gdajd uvedenych v Gcetni zavérce zplisobené
podvodem nebo chybou. Pri posuzovani téchto rizik auditor zohledriuje vnitfni kontrolu relevantni pro sestaveni a vérné zobrazeni Géetni zavérky.
Cilem tohoto posouzeni je navrhnout vhodné auditorské postupy, nikoli vyjadrit se k Gc¢innosti vnitini kontroly. Audit téz zahrnuje posouzeni vhodnosti
pouzitych Gcetnich pravidel, primérenosti Gcetnich odhadt provedenych vedenim i posouzeni celkové prezentace Gcetni zavérky.

Jsme presvédceni, ze ziskané dikazni informace poskytuji dostatecny a vhodny zaklad pro vyjadreni naseho vyroku.

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, zapsané v obchodnim rejstitku vedeném Méstskym soudem
v Praze, oddil C, vlozka 3637, a v seznamu auditorskych spolecnosti u Komory auditor( Ceské republiky pod osvédcenim ¢. 0271.

©?2008PricewaterhouseCoopersAudit, s.r.o.Vsechna pravavyhrazena. , PricewaterhouseCoopers® oznacuje ¢eskou spolecnost PricewaterhouseCoopersAudit,s.r.o.,
¢i dle kontextu sit ¢lenskych spolecnosti PricewaterhouseCoopers International Limited, z nichz kazdé je samostatnym pravnim subjektem.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF PHILIP MORRIS CR a.s

Report on the Financial Statements

We have audited the accompanying separate financial statements of Philip Morris CR a.s. (“the Company”), which comprise the balance sheet as at 31
December 2007, 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.

Auditor’s 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 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 the 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.

PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers Audit, s.r.o., Katefinska 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.

© 2008 PricewaterhouseCoopers Audit, s.r.o. All rights reserved. , PricewaterhouseCoopers® refers to the Czech firm of PricewaterhouseCoopers Audit, s.r.0. or, as
the context requires, the network of member firms of PricewaterhouseCoopers International Limited, each of which is a separate and independent legal entity.
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Viyrok

Podle naseho nazoru Géetni zavérka podava vérny a poctivy obraz finanéni pozice Spolecnosti k 31. prosinci 2007, jejiho hospodareni a penéznich toku
za rok 2007 v souladu s Mezinarodnimi standardy Gcetniho vykaznictvi ve znénf{ prijatém EU.

Zprava o provérce zpravy o vztazich

Déle jsme provedli provérku prilozené zpravy o vztazich mezi Spolec¢nosti a jeji ovladajici osobou a mezi Spole¢nosti a ostatnimi osobami ovladanymi stejnou
ovladajici osobou za rok konéici 31. prosince 2007 (déle ,Zpréva“). Za plnost a sprévnost Zprévy odpovida predstavenstvo Spole¢nosti. Nasf Glohou je provéfit
spravnost (dajd uvedenych ve Zpravé.

Provérku jsme provedli v souladu s Mezinarodnim standardem pro provérky &. 2400 a souvisejici aplikaéni dolozkou Komory auditort Ceské republiky k provérce
zprévy. Tyto normy pozaduji, aby auditor naplanoval a proved! provérku s cilem ziskat stiedni miru jistoty, ze Zprava neobsahuje vyznamné nespravnosti.
Provérka je omezena predevsim na dotazovani zaméstnanct Spole¢nosti, na analytické postupy a vybérovym zpisobem provedené provéreni vécné spravnosti

(dajd. Proto provérka poskytuje nizsi stupen jistoty nez audit. Audit jsme neprovadéli, a proto nevydavame auditorsky vyrok.

Na zékladé nasi provérky jsme nezjistili zadné vyznamné vécné nespravnosti v dajich uvedenych ve Zpravé sestavené v souladu s pozadavky §66a
obchodniho zékoniku.

11. dubna 2008

WMW& ro.

PricewaterhouseCoopers Audit, s.r.o.
zastoupena

%W%M Tl ’

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

PRICEAATERHOUSE(COPERS

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

In our opinion, the financial statements give a true and fair view of the financial position of the Company as at 31 December 2007, its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting Standards as adopted by the EU.

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 2007 (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.

11 April 2008

W@WW‘-‘”'

PricewaterhouseCoopers Audit, s.r.o.
represented by

%WWW@ Ll /

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

PRICEWATERHOUSE(COPERS

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

Translation note

This version of our report is a translation from the original, which was prepared in Czech language. All possible care has been taken to ensure that the
translation is an accurate representation of the original. However, in all matters of interpretation of information, views or opinions, the original language
version of our report takes precedence over this translation.
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Zprava o vztazich mezi propojenymi osobami

za rok koncici 31. 12. 2007

Nasledujici doplriujici informace vztahujici se k dcetnimu obdobi roku 2007 jsou poskytovany dle § 66a odstavce 9. zékona ¢. 513/1991 Sb., obchodniho zakoniku.

Definice

Ovladan4 osoba: Philip Morris CR a.s.

Ovladajici osoba: Philip Morris Holland B.V.

Propojené osoby: spolecnosti pifmo ¢i nepfimo ovladané Philip Morris Holland B.V. jakoz i Altria Group, Inc., ktera byla ovladajici osobou

koncernu na nejvyssi Grovni

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

V prabéhu roku 2007:

Spoleénost Smlouva Datum
Prodej materiélu, zbozi a sluzeb

Philip Morris Slovakia s.r.o. Smlouva o poskytovani sluzeb 1. 1. 2007
Philip Morris Magyarorszag Kft. Smlouva o poskytovani sluzeb 1. 1. 2007
Philip Morris Products S.A. Smlouva o poskytovani sluzeb vyzkumu a vyvoje 1. 1. 2007
Philip Morris Romania S.R.L. Smlouva o vyrobé 1.2.2007
Philip Morris Bulgaria EOOD Smlouva o docasném pridéleni zaméstnanct 1. 2. 2007
DIN “Fabrika Duvana” A. D. Ni§ Smlouva o vyrobé 1. 10. 2007
Philsa Philip Morris Sabanci Sigara

Ve Tutunculuk Sanayi Ve Ticaret A.S. Smlouva na Gpravu zil 1. 12. 2007
Nékup materiélu, zbozi a sluzeb

Philip Morris Management Services S.A. Smlouva o poskytovani sluzeb 1. 1. 2007
Philip Morris Slovakia s.r.o. Smlouva o poskytovani sluzeb 1. 1. 2007
Philip Morris Magyarorszag Kft. Smlouva o poskytovani sluzeb 1. 1. 2007
Philip Morris Products S.A. - Trading Division Smlouva o boji proti pasovéani a padélani 1. 1. 2007
PMI Service Centre Europe Sp. z 0.0. Smlouva o poskytovani sluzeb 19. 3. 2007
PMI Service Centre Europe Sp. z 0.0. Smlouva o poskytovani sluzeb 1.7.2007
Papastratos Cigarettes Manufacturing Company S.A. Dodatek ¢. 1 ke smlouvé o vyrobé 1.9. 2007
Philip Morris Products S.A. Distribu¢ni smlouva 16. 11. 2007

Ostatni plnéni a protipInéni uvedené v priloze k Géetni zavérce, v bodé 27, byla realizovana na zakladé vzajemnych dohod a objednavek, bez uzavreni
pisemnych smluv.
Jiné pravni Gkony a opatreni

Vlyjma vyse uvedenych smluvnich vztah( nebyly mezi propojenymi osobami ucinény pravni Gkony, které byly v zajmu téchto osob, a ze strany ovladané osoby
nebyla prijata ani uskute¢néna zadna opatfeni v zajmu nebo na popud ovladajici osoby v priibéhu predmétného Gcetniho obdobi.

Vsechna plnénf a protipInéni mezi ovlddanou a ovladajici osobou, nebo ostatnimi propojenymi osobami, byla poskytovéana na zékladé vyse uvedenych smluv
a vzajemnych dohod. Ovladané osobé nevznikla zadna Gjma v dasledku uzavieni zminénych smluy, pfijatych pInéni nebo poskytnutych protiplnéni. Transakce

uskutecnéné mezi propojenymi osobami jsou podrobné uvedeny v pifloze k Géetni zavérce, v bodé 27.

Dne 25. 3. 2008

Alvise Giustiniani Daniel Gordon

predseda predstavenstva ¢len predstavenstva



ANNUAL REPORT 2007 [

Report on Relations between Related Parties

for the Year Ended December 31, 2007

The following additional disclosures are provided for the accounting period 2007 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 was 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 2007:

Company Contract Conclusion date
Sales of goods and services

Philip Morris Slovakia s.r.o. Service Agreement January 1, 2007
Philip Morris Magyarorszag Kft. Service Agreement January 1, 2007
Philip Morris Products S.A. Research & Product Development Services Agreement January 1, 2007
Philip Morris Romania S.R.L. Contract Manufacturing Agreement February 1, 2007
Philip Morris Bulgaria EOOD Agreement on Temporary Assignment to Another Legal Entity February 1, 2007
DIN “Fabrika Duvana” A. D. Ni§ Manufacturing Services Agreement October 1, 2007
Philsa Philip Morris Sabanci Sigara

Ve Tutunculuk Sanayi Ve Ticaret A.S. Stem Processing Agreement December 1, 2007
Purchase of goods and services

Philip Morris Management Services S.A. Service Agreement January 1, 2007
Philip Morris Slovakia s.r.o. Service Agreement January 1, 2007
Philip Morris Magyarorszag Kft. Service Agreement January 1, 2007
Philip Morris Products S.A. - Trading Division Anti Contraband & Anti Counterfeit Agreement January 1, 2007
PMI Service Centre Europe Sp. z 0.0. Services Agreement March 19, 2007
PMI Service Centre Europe Sp. z 0.0. Services Agreement July 1, 2007
Papastratos Cigarettes Manufacturing Company S.A. Amendment No. 1 to Contract Manufacturing Agreement September 1, 2007
Philip Morris Products S.A. Distribution Agreement November 16, 2007

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 25, 2008

M X [ojes
Alvise Giustiniani Daniel Gordon

Chairman of the Board of Directors Member of the Board of Directors
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Informace o prijmech, které byly za tcetni obdobi 2007 prijaty vedoucimi osobami
a ¢leny dozorci rady

Zakon & 256/2004 Sb (Z&kon o podnikani na kapitalovém trhu), § 118, stanovi povinnost uvadét informace o vdech penéZitych a naturalnich
piijmech, které byly pFijaty za Géetni obdobf vedenim a ¢leny dozoréi rady od Philip Morris CR a.s. (,Spoletnost). Do skupiny vedeni Spole&nosti
jsou zahrnuty prijmy rediteld, jejichz funkce spadaji do okruhu jmenovanych funkei v souladu s definici uvedenou v § 73, odst. 3 Zakoniku préace.

Dle této definice jsou za vedeni Spolecnosti povazovani ¢lenové predstavenstva, kteff Fidi vymezené oblasti ¢innosti Spolecnosti. Predseda predstavenstva
je soucasné generalnim reditelem.

Odmeéna ¢lent vedeni Spolecnosti a dozoréi rady, kteff jsou zaméstnanci Spolecnosti, zahrnuje zékladni ro¢nf plat, ro¢ni bonus, Ghrady akciemi
a ostatni nepenéznf zaméstnanecké vyhody jako napf. podnikové auta, prispévek na stravovani, penzijni pojisténi a zivotni a (razové pojistén.

Bonus (,Incentive Compensation®) je jednordzové roéni vykonnostni finanéni odména. Tato odména je vyjadiena jako procento roéni zéakladnf
mzdy, které zévisi na hodnoceni vykonu ¢lena vedeni, jako? i na celkovych vysledcich skupiny Philip Morris International, Inc. (,PMI“). Za
rok 2007 byly na konci roku vysledky PMI zkouméany, hodnoceny a pomérovany s cily Komisi pro odménovani pri Altria Group, Inc. Néktera
kritéria hodnoceni stanovenych cild maji kvantitativni charakter, jako je provozni zisk, penézni toky, objem prodejd a podil na trhu, ale
i kvalitativni charakter, jako fizeni portfolia, inovativni pfistup, dodrzovani internich postupd a zékond, diverzita a rozvoj fidicich schopnosti.
Generélni reditel navrhuje vysi bonusu jednotlivym ¢lentm vedeni Spolecnosti a prezident regionu EU navrhuje vysi bonusu generalnimu rediteli
Spolecnosti. Tyto navrhy jsou potvrzeny a schvaleny dvéma Grovnémi vyssiho vedeni PMI tak, aby byl zajistén konzistentni piistup v réamci PMI.

Clenové vedeni, kteti nejsou zaméstnanci Spoleénosti, jsou zaméstnanci Philip Morris Management Services S.A. nebo jinych spole¢nosti ve skupiné
PMI a jsou témito spolecnostmi také odménovani. Od Spolecnosti dostévaji pouze podnikové auta a prispévek na stravovani. Odména ¢lent dozorci

rady, ktef{ nejsou zaméstnanci Spole¢nosti nebo jinych spole¢nosti ve skupiné PMI, predstavuje jednorézovou rocni odménu.

Clenové vedeni Spole¢nosti a dozordi rady, kteff jsou zaméstnanci Spole¢nosti nebo jiné spoletnosti ve skupiné Altria, nemaji zadné piijmy z titulu &lena
predstavenstva a dozor¢i rady.

V roce 2007 nebyly u zddného ¢lena predstavenstva ani u zadného ¢lena dozoréi rady zjistény jakékoliv skutecnosti, které by vedly ke stfetu zajma.

Informace o penézitych a naturélnich prijmech, které prijali za Gcetni obdobi ¢lenové vedeni a ¢lenové dozoréi rady z titulu jejich funkce ve Spolecnosti
od Spole¢nosti a spolecnosti ovladanych Spole&nosti (v tis. K&):

2007 2006

Penézity prijem Naturalni pfijem Penézity prijem Naturalni pfijem

Predstavenstvo 13 497 470 17 702 604
Dozor¢i rada 1563 66 1719 102
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Information on remuneration received by Executives and Supervisory Board members
during the accounting period 2007

The Capital Market Business Act no. 256/2004 Coll., section 118 assesses the obligation to publish information on all monetary income and income in kind
received by Executives and Supervisory Board members during the accounting period from Philip Morris CR a.s. (“the Company”). The Executive category
includes income of directors whose positions meet the definition of Section 73, part 3 of the Labour Code. Based on this definition, the Executive category
represents the members of the Board of Directors who at the same time manage a defined area of the Company’s operations. The Chairman of the Board
of Directors is the Managing Director of the Company at the same time.

Remuneration of Executives and members of the Supervisory Board who are employees of the Company comprises annual base salary, bonus, share-based
payments and other remuneration in kind such as cars for use, lunch allowances, pension contributions, life and accident insurance.

Bonus (Incentive Compensation) is an annual cash-based, pay-for-performance award expressed as a percentage of the annual base salary. This amount
is based on an evaluation of both Philip Morris International, Inc. (‘PMI”) business performance as well as individual performance. For 2007, PMI’s
annual business performance was reviewed and evaluated by the Altria Group, Inc. Compensation Committee at the end of the year versus objectives.
Some of the components used to assess performance include quantitative factors such as operating company income, cash flow, volume and market
share as well as qualitative factors such as portfolio managament, innovation, compliance and internal controls, and leadership development. The
Managing Director proposes the bonus for Company Executives, and the EU Region President proposes the bonus for the Managing Director of
the Company. These proposals are validated and approved by two levels of PMI‘s Senior Management to ensure consistency of treatment across PMI.

Non-employee Executives are employees of Philip Morris Management Services S.A. or other PMI companies and their remuneration is provided by these
companies. The Company provides them with other remuneration in kind such as cars for use and lunch allowances. Remuneration of members of the

Supervisory Board who are not employed by the Company or other PMI companies comprises an annual fee.

Executives and members of the Supervisory Board who are employees of the Company or an entity within the PMI group of companies receive no additional
compensation for services as members of the Board of Directors and Supervisory Board.

In 2007 no matters which could lead to a conflict of interest were discovered either with Board of Directors members or with the Supervisory Board members.

Information on all monetary income and income in kind received by Executives and members of the Supervisory Board from the Company or the affiliates
controlled by the Company during the current accounting year (in CZK 000’) are provided below:

2007 2006

Monetary Income Income in Kind Monetary Income Income in Kind

Board of Directors 13 497 470 17 702 604
Supervisory Board 1563 66 1719 102
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Clenové piedstavenstva a dozoréi rady spolecnosti Philip Morris CR a.s.

Predstavenstvo:

Anja Fiedler, predsedkyné predstavenstva

Dne 21. 1. 2008 pani Anja Fiedler odstoupila ze své funkce predsedkyné
predstavenstva v souvislosti s jejim odchodem ze Spole¢nosti.

Alvise Giustiniani, predseda predstavenstva
Adresa do zaméstnant:
Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Alvise Giustiniani byl jmenovan do pozice generalniho feditele CZ,
SK & HU od 1. 3. 2008. Zodpovidad za celkové vysledky spolecnosti
Philip Morris CR a.s., Philip Morris Slovakia s.r.o. a Philip Morris Hungary.
Pan Giustiniani ma za sebou pozoruhodnou kariéru ve Philip Morris
International, kterou zahéjil v roce 1993 v oddélent financi némecké pobocky
Philip Morris International. Béhem devadesétych let pracoval ve strategickych
pozicich v oblastech rozvoje obchodu, vnéjsich vztahtia prodeje v spolecnosti
Philip Morris International ve $vycarském Lausanne, v pobocce Philip Morris
International v Italii. Pfed nastupem do spole¢nosti Philip Morris CR a.s.
zastaval pozici generélniho teditele spolecnosti Tabaqueira v portugalské
pobodce Philip Morris International. Pan Giustiniani je drzitelem titulu MBA
z institutu INSEAD ve Francii, a je rovnéz absolventem oboru stavebnictvi na
univerzité v italské Padové. Pan Alvise Giustiniani byl dne 25. 3. 2008 jmenovan
néhradnim predsedou predstavenstva spole¢nosti Philip Morris CR a.s.
az do nejblizstho zasedani fadne valné hromady Spolecnosti.

Daniel Gordon, clen predstavenstva
Adresa do zaméstnanf:
Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pan Gordon zatal pracovat pro spoletnost Philip Morris CR a.s. v Fijnu
roku 2007 na pozici feditele financi a IS CZ & SK. Zodpovida za finan¢ni
zélezitosti, za informacni sluzby a administrativni ¢innost spolecnostf
Philip Morris CR a.s. a Philip Morris Slovakia s.r.0. V roce 1989 zaéal pracovat
pro spole¢nost Philip Morris International, kde zastaval riizné pozice v ramci
finanéniho oddéleni. Byl zodpovédny za finance pro vyrobu, investice
a s nimi souvisejici analyzy, rozpoCtovani a planovani. Predtim, nez zacal
pracovat ve spole¢nosti Philip Morris CR a.s., ptisobil na pozici Manazera
Operation Finance ve Philip Morris International ve Svycarsku. Pan Gordon
ma vysokoskolské vzdélani v oboru business administration. Pan Gordon je
¢lenem predstavenstva spoleénosti Philip Morris CR a.s. od 1. 9. 2007.

Petra Dobesova, ¢lenka predstavenstva
Adresa do zaméstnant:
Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Panf Dobesova byla jmenovana do pozice feditelky vnéjsich vztahd
spolecnosti Philip Morris CR a.s. v i{jnu 2006. Pani DobeSové zadala pracovat
ve spole¢nosti Philip Morris CR a.s. v roce 1996, kde zastévala rizné pozice
ve finan¢nim oddéleni. Vroce 2001 presla do spolecnosti Philip Morris
International ve Svycarsku, kde ziskala t¥fletou zkusenost v oddé&lenf financf
v rémci regionu. V dubnu 2004, po jejim navratu do Philip Morris CR a.s.,
nastoupila do oddéleni planovani a rozvoje podnikani. V prosinci roku 2005
byla jmenovana do pozice manazera vnéjsich vztaht, kde byla zodpovédna
za fiskalni zalezitosti. Pani Dobesova ma vysokoskolské ekonomické vzdélani.
Pani Dobesova je lenkou predstavenstva spoleénosti Philip Morris CR a.s.
od dubna roku 2007.

Andreas Lenge, ¢len predstavenstva
Adresa do zaméstnani:
Philip Morris CR a.s., Karlovo ndmésti 10, 120 00 Praha

Pan Lenge pfisel do spole¢nosti Philip Morris CR a.s. v breznu roku 2003, kdy
zacal pracovat jako reditel marketingu CZ & SK; zodpovida za marketingovou
&innost spoleénosti Philip Morris CR a.s. a Philip Morris Slovakia s.r.o. V roce
1990 zacal pracovat pro spole¢nost Philip Morris International, s triletou
praxi ziskanou v reklamni agenture BBDO. Vroce 1996, po Sestileté
praxi v oblasti marketingu, byl jmenovan 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 administration a ekonomie.
Pan Lenge je &lenem predstavenstva spoleénosti Philip Morris CR a.s.
od dubna roku 2003.

Jifi PFibyl, ¢len predstavenstva
Adresa do zaméstnanf:
Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pan Pribyl prisel do spolecnosti v roce 1992 jako obchodnf zéastupce,
po predchozi praxi v Casinos Czechoslovakia a.s. V letech 1995 az 2001
se specializoval na fizen{ klicovych zakaznik( a mél na starosti nejvétsi
tuzemské a mezinarodni klienty spolecnosti. V roce 2001 byl jmenovan
do pozice manazer prodeje a distribuce spoleénosti Philip Morris
Slovakia s.ro. avroce 2003 do své soucasné pozice reditele prodeje
a distribuce spole¢nosti Philip Morris CR a.s; zodpovidd za &innost
Spole¢nosti v oblasti prodeje a distribuce. Pan Pribyl mé& gymnazialni
stredoskolské vzdélani. Pan Pribyl je ¢lenem predstavenstva spolecnosti
Philip Morris CR a.s. od dubna roku 2004.

Walter Veen, member of the Board of Directors
Adresa do zaméstnant:
Philip Morris CR a.s., Vitézna 1, 284 03 Kutna Hora

Pan Veen zadal pracovat pro spole¢nost Philip Morris CR a.s. v srpnu roku
2007 na pozici feditel vyroby. Vroce 1989 zacal pracovat ve spole¢nosti
Philip Morris Holland B.V. v oddéleni vyroby a engineeringu. V roce 1993
zacal pracovat pro spole¢nost Philip Morris International ve Svycarsku,
odkud byl nésledné premistén do Egypta, kde pracoval jako zastupce
spolecnosti Philip Morris International u vyrobce cigaretovych vyrobkd treti
strany. Byl zodpovédny za oddéleni Engineering. V roce 2001 byl jmenovan do
pozice manazera vyroby. Nasledné byl jmenovan do pozice manazera vyroby
ve Philip Morris Philippines Manufacturing Inc. V roce 2004 byl jmenovéan do
pozice reditele vyroby ve Philip Morris Korea Inc. Pan Veen mé vysokoskolské
vzdélani v oboru strojniho inzenyrstvi. Pan Veen je ¢lenem predstavenstva
spole¢nosti Philip Morris CR a.s. od 1. 9. 2007.



ANNUAL REPORT 2007 [

Board of Directors and Supervisory Board members of Philip Morris CR a.s.

Board of Directors:

Anja Fiedler, Chairman of the Board of Directors

OnJanuary 21, 2008, Mrs. Anja Fiedler resigned from the Board of Directors
as the Chairman as a result of her decision to leave the company.

Alvise Giustiniani, Chairman of the Board of Directors
Working address:
Philip Morris CR a.s., Karlovo ndm. 10, 120 00 Praha

Mr. Alvise Giustiniani was appointed to the position of Managing Director CZ,
SK & HU as of March 1, 2008. He is responsible for overall business results in
Philip Morris CR a.s., Philip Morris Slovakia s.r.o. and Philip Morris Hungary.
Mr. Giustiniani has had a distinguished career in Philip Morris International,
beginning with a role in the Finance department of Philip Morris International’s
German affiliate in 1993. Throughout the 1990’s he worked in strategic roles
within the Business Development, Corporate Affairs, and Sales functions
at the Philip Morris International’s operations center in Lausanne, Switzerland,
in Philip Morris International’s affiliate in Italy, and most recently as Managing
Director of Tabaqueira, the Portuguese affiliate of Philip Morris International.
He holds an MBA from INSEAD in France, and a degree in civil engineering
from the University of Padua, Italy. On March 25, 2008, Mr. Alvise Giustiniani
was appointed as a substitute Chairman of the Board of Directors of the
company Philip Morris CR a.s. until the next regular Annual General Meeting.

Daniel Gordon, member of the Board of Directors
Working address:
Philip Morris CR a.s., Karlovo nam. 10, 120 00 Praha

Mr. Daniel Gordon joined Philip Morris CR as. in October 2007 as Director
Finance & IS CZ & SK with responsibility for finance, information services and
administration in Philip Morris CR a.s. and Philip Morris Slovakia s.ro. He began
his career with Philip Morris International in 1989 and has held various positions
overseeing finance activities related to costing, capital expenditure and investment
analysis, and budgeting and planning. Before joining Philip Morris CR as.,
he worked as Manager Operations Finance at PMI in Switzerland. Mr. Gordon
holds a university degree in business administration. Mr. Gordon is a member
of the Board of Directors of Philip Morris CR ass. since September 1, 2007.

Petra Dobesova, member of Board of Directors
Working address:
Philip Morris CR a.s., Karlovo ndm. 10, 120 00 Praha

Mrs. DobeSovad was appointed Director Corporate Affairs in Philip
Morris CR a.s in October 2006. She started working for Philip Morris CR a.s
in 1996 and held various positions in the Finance Department. In 2001
she was relocated to PMI in Switzerland and she built a 3-year experience
in the regional finance department. Upon her return in April 2004 she
joined the Planning and Business Development department. In December
2005 she was appointed Manager Corporate Affairs with a focus on
the Fiscal Affairs. Mrs. Dobesové holds a university degree in economics.
Mrs. Dobe$ova is a member of the Board of Directors of Philip Morris CR a.s.
since April 2007.

Andreas Lenge, member of the Board of Directors
Working address:
Philip Morris CR a.s., Karlovo nam. 10, 120 00 Praha

Mr. Lenge joined Philip Morris CR a.s. in March 2003 as Director Marketing
CZ & SK with the responsibility for the Philip Morris CR a.s. and Philip
Morris Slovakia s.r.o. marketing activities. He started working for 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
InternationalHeadquarterinSwitzerland.Mr.Lengeholdsa universitydegree
in business administration and economics. Mr. Lenge is a member
of the Board of Directors of Philip Morris CR a.s. since April 2003.

Jifi Pribyl, member of the Board of Directors
Working address:
Philip Morris CR a.s., Karlovo nam. 10, 120 00 Praha

Mr. 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 High school education.

He is a member of the Board of Directors of Philip Morris CR as.
since April 2004.

Walter Veen, member of the Board of Directors
Working address:
Philip Morris CR a.s., Vitézna 1, 284 03 Kutné Hora

Mr. Veen joined Philip Morris CR a.s. in August 2007 as Director
of Operations of Philip Morris CR as. In 1989 he started working
in Philip Morris Holland B.V. within the production / engineering
department. In 1993 he started working for Philip Morris International
and was seconded to Egypt, where he was initially responsible for
Engineering in the Third Party Manufacturing environment. In 2001
he was appointed as Manager Operations in Egypt. Thereafter he
was appointed Manager Manufacturing for Philip Morris Philippines
Manufacturing Inc. In 2004 he was appointed Director Operations of
Philip Morris Korea Inc. Mr. Veen holds a university degree in Mechanical
Engineering. Mr. Veen is a member of Board of Directors of Philip
Morris CR a.s. since September 1, 2007.
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Dozor¢i rada:

Jacek Olczak, predseda dozorci rady

Dne 21. srpna 2007, dozorci rada prijala rezignaci Jaceka Olczaka ve funkci
predsedy dozorci rady. K datu sestavenf Gcetni zavérky nebyl proveden jeho
vymaz v obchodnim rejstriku.

Mark Greer Saine, predseda dozorci rady
Adresa do zaméstnanf: Philip Morris International Management S.A.,
Av. de Rhodanie 50, 1007 Lausanne, Svycarsko

V soucasné dobé pan Saine zastéva pozici Vice President EU Finance ve
Philip Morris International Management S.A.; zodpovidad za finan¢ni
zélezitosti spolecnosti v Regionu EU. Vroce 1984 zacal pracovat ve
spoleénosti Philip Morris USA a od té doby ziskaval zkuSenosti v oblasti
marketingovych rozpo¢td a analyz, Gcetnictvi a administrativy, finanéniho
planovant, controllingu a obecné v oblasti financi. V dobé od prosince 2001
do ffjna 2004 zastéval pozici Finance Director spole¢nosti Philip Morris
Japan K.K. V dobé od 28. brezna 2002 do 1. listopadu 2004 byl pan Saine
v predstavenstvu Philip Morris Japan K.K. Pan Saine ziskal 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 byl pan Saine ¢lenem dozoréi rady a od 21. srpna 2007 je predsedou
dozoréf rady spole¢nosti Philip Morris CR a.s.

Mezi jeho dalsi funkce patif:

Pan Saine je ¢lenem managementu v nésledujicich spole¢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 spolecnostech Philip Morris
Spain, S.L., Sociedad Unipersonal, Philip Morris International Service Center
a S.L. Sociedad Unipersonal.

On kvétna 2006 jr pan Saine ¢lenem dozor¢i rady ve spolecnostech Philip
Morris Hungary Cigarette Trading Ltd. a Philip Morris Polska S.A.

Antonis Koupparis, ¢len dozoréi rady
Adresa do zaméstnanf: Philip Morris International Management S.A.,
Av. de Rhodanie 50, 1007 Lausanne, Svycarsko

Pan Koupparis zacal pracovat pro skupinu Philip Morris International
vroce 2001 po desetileté praxi v raznych pozicich v mezinarodnich
auditorskych spolecnostech. V ramci skupiny Philip Morris International
plsobil na pozici feditele financi v polské a madarské pobocce spolecnosti
Philip Morris a soucasné zastava pozici EU Controller v spolec¢nosti
Philip Morris International Management S.A, kde je zodpovédny za region
Evropské Unie. Je certifikovany Gcetni ve Velké Britanii a ziskal vysokoskolské
ekonomické vzdélani na univerzité Southampton ve Velké Britanii. Dozorci
rada konana dne 21. 8. 2007 jmenovala Antonise Koupparise ndhradnim
¢lenem dozoréi rady do nejblizéiho zasedani valné hromady Spoleénosti.

Mezi jeho dalsi funkce patii:
Pan Koupparis je ¢lenem dozorci rady v nasledujicich spolecnostech: Philip
Morris Hungary Cigarette Trading Ltd. and Philip Morris Polska S.A.

Paul Maas, ¢len dozor¢i rady
Adresa do zaméstnani: Philip Morris International Management S.A.,
Avenue de Rhodanie 50, 1001 Lausanne, Svycarsko

Pan Paul Maas pusobi v soucasné dobé na pozici Director Internal Controls
& Fiscal Compliance ve Philip Morris International. Pan Maas zacal pracovat
pro skupinu Philip Morris International ve Velké Britanii v roce 1985. Zastéval
rlizné pozice v internim auditu a rGizné financni pozice ve spole¢nostech
Philip Morris International, predevsim jako finan¢ni feditel v Hong Kongu,
Australii a Beneluxu. Do své soucasné pozice byl jmenovan v listopadu
2006. Pan Maas ziskal bakalarské vzdélani v oboru business administration
a mezinarodni management na European Business School v Londyné. Na
radné valné hromadé konané dne 24. 4. 2007 byl Paul Maas jmenovan clenem
dozor¢f rady, ale nebyl jesté zapsan do obchodniho rejstitku k 31. 12. 2007.

Prof. Ing. Jifi Davidek DrSc., ¢len dozoréi rady
Adresa do zaméstnant:
\lysoké skola chemicko-technologicka, Technické 5, Praha

Vlysokoskolsky profesor Ustavu chemie a analyzy potravin, Vysoka $kola
chemicko-technologickd Praha. Je autor nebo spoluautor 15 knih (9 cizo-
jazyénych), vice jak 330 publikaci ve védeckych &asopisech a pfiblizné
stejného poctu prednéasek doma i v zahraniéf.

Je ¢lenem Americké spolecnosti potravinarskych technologd, redakéni rady
casopisu Czech J. of Food Sciences, redakeni rady casopisu Biomedical and
Enviromental Sciences, Odborné rady pro udélovani narodni znacky Klasa.
Je také predseda Odborné skupiny pro potravinarskou a agrikulturni chemii
Ceské spole¢nosti chemické a narodni delegét v Divizi potravinarské chemie,
Federace Evropskych Chemickych Spole¢nosti (FECS). Béhem poslednich péti
let nebyl clenem predstavenstva ani dozoréi rady jakékoliv jiné spolecnosti.

Petr Bubenicek, zastupce zaméstnancti v dozor¢i radé
Adresa do zaméstnanf:
Philip Morris CR a.s., Vitézna 1, 284 01 Kutné Hora

Pan Bubeniek za&al pracovat ve spole¢nosti Philip Morris CR a.s. jako vedoucf
smény v zavodé Kutné Hora v Gnoru roku 1996 po dvouleté praxi s fizenim
u spolenosti Johnson Controls v Ceské republice - vyroba umélohmotnych
odlitkd odlévanim pod tlakem. V roce 2000 byl jmenovan na pozici vedouci
vyroby. Od biezna 2006 pisobi ve spole¢nosti Philip Morris CR a.s. na pozici
specialista  bezpecnostnich programd; zodpovidd za oblast bezpecnosti
ve spole¢nosti Philip Morris CR a.s., za strategii, standardy, zavadéni postupt
a za dodrzovani veskerych prislusnych zakont, pravnich predpist a narizen.
Pan Bubenicek Gspésné absolvoval stiedni pramyslovou $kolu, obor chemie.

V roce 2002 byl v souladu se zékonem o obchodovéni na kapitalovém trhu zvolen
zaméstnanci spolecnosti Philips Morris CR a.s. jako jejich zéstupce do dozor rady.

Jolana Peterkova, zastupkyné zaméstnanct v dozoréf radé
Adresa do zaméstnant:
Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Panf Peterkova v soudasnosti zastavéa pozici Skolitel prodeje a distribuce. Do
spole¢nosti Philip Morris CR a.s. nastoupila v roce 1998 a zadala pracovat
v oddélent lidskych zdrojd na pozici Management & Organization Development
Specialist kde se vénovala oblastem skoleni a rozvoje zaméstnanct. Od dubna
2003 pracovala na pozici Human Resources Executive, kde byla zodpovédna
za nabor zaméstnanct. V dubnu 2006 presla do oddéleni prodeje a distribuce
na pozici Skolitel prodeje a distribuce a v ramci svého rozvoje zastavala po
dobu ptil roku pozici Supervisor Sales & Merchandising. Absolvovala pétileté
studium na Pedagogické fakulté University Karlovy.

Pani Peterkova byla vdubnu 2007 zvolena zaméstnanci spolec¢nosti
Philip Morris CR a.s. jako jejich zéstupkyné do dozoréf rady.



Supervisory Board:
Jacek Olczak, Chairman of the Supervisory Board

On August 21, 2007, the Supervisory Board accepted the resignation
of Mr. Jacek Olczak as the Chairman of the Supervisory Board. He was
not deleted from the Commercial Register by the date of preparation
of the financial statements.

Mark Greer Saine, Chairman of the Supervisory Board
Working address: Philip Morris International Management S.A.,
Av. de Rhodanie 50, 1007 Lausanne, Switzerland

Mr. Saine is currently Vice President EU Finance at Philip Morris International
Management S.A. with responsibility for companies’ financial issues
in the EU Region. Mr. Saine 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. (PMJ KK). He was on PMJKK Board of Directors
from March 28, 2002 until November 1, 2004. Mr. Saine 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. Saine was a Member of the Supervisory
Board of Philip Morris CR a.s. since April 2006, and since August 21, 2007
he is a Chairman of the Supervisory Board of Philip Morris CR a.s.

His other appointments include:

Mr. Saine was appointed as a member of the Board of the following
companies:

Philip Morris Belgium S.A., Philip Morris Luxemburg SA., 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.

Mr. Saine was appointed Vice Chairman of the Board of Philip Morris Spain, S.L.,
Sociedad Unipersonal, Philip Morris International Service Center and S.L.
Sociedad Unipersonal. In May 2006 Mr. Saine was appointed member of the
Supervisory Board of Philip Morris Hungary Cigarette Trading Ltd. and Philip
Morris Polska S.A.

Antonis Koupparis, member of the Supervisory Board
Working address: Philip Morris International Management S.A.,
Av. de Rhodanie 50, 1007 Lausanne, Switzerland

Mr. Koupparis joined Philip Morris in 2001 after 10 years of experience,
holding positions of increasing responsibility with International
Accounting firms. He worked as Director Finance in the Polish affiliates
of Philip Morris and currently holds the position of EU Controller
in Philip Morris International Management S.A., with the responsibility
for the European Union region. He is a UK Chartered Accountant and
holds an Economics degree from the University of Southampton, UK.
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.
On August 21, 2007, Antonis Koupparis was appointed as a substitute
member of the Supervisory Board until the next regular Annual
General Meeting.

His other appointments include:

Mr. Koupparis was appointed as a member of the Supervisory Board of
the following companies: Philip Morris Hungary Cigarette Trading Ltd. and
Philip Morris Polska S.A.
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Paul Maas, member of the supervisory board
Working address: Philip Morris International Management S.A.,
Avenue de Rhodanie 50, 1001 Lausanne, Switzerland

Mr Maas is currently Director Internal Controls & Fiscal Compliance PMI
at Philip Morris International Headquarters in Lausanne, Switzerland.
He joined Philip Morris International in the UK in 1985. Mr Maas has held
several responsible positions in the Internal Audit and Finance functions
at Philip Morris International affiliates, notably as statutory Director
of Finance in Hong Kong, Australia and Benelux. He was appointed
to his current role in November 2006. Mr. Maas holds a Bachelors Degree
in Business Administration and International Management from the European
Business School in London. Paul Maas was appointed as a member of the
Supervisory Board at the Annual General Meeting held on April 24, 2007 but was
not recorded as a member of the Supervisory Board in the Commercial Register as
at December 31, 2007.

Prof. Ing. Jifi Davidek DrSc., member of the Supervisory Board
Working address:
The University of Chemistry and Technology, Technicka S, 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 as., Vitézna 1, 284 03 Kutna Hora

Mr. Bubenicek joined Philip Morris CR as. 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 Alevel in the
Secondary Technical School of Chemistry. In 2002 Mr. Bubenicek was elected by
Philip Morris CR a.s. employees as their representative in the Supervisory Board.

Jolana Peterkova, employees’ representative in the Supervisory Board
Working address:
Philip Morris CR a.s., Karlovo nam. 10, 120 00 Praha

Mrs. Peterkové currently works in the position of Sales & Distribution Trainer.
She joined Philip Morris CR a.s. in 1998. She started working in Human Resources
department in the position Management & Organization Development Specialist
responsible for the training and development of employees. In April 2003 she
worked in the position Human Resources Executive responsible for recruitment
of employees. In April 2006 she moved to the Sales and Distribution department
as Sales & Distribution Trainer and as a part of her development program she
worked in the position of Supervisor Sales & Merchandising. Mrs. Peterkova holds
a university degree in Education. She was elected by Philip Morris CRa.s. employees
as their representative in the Supervisory Board in March 2007.
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Sidlo spole¢nosti / Registered Address
Philip Morris CR a.s.
Vitézna 1, 284 03 Kutna Hora

Vedeni spolecnosti / Headquarters

Karlovo nam. 10, 120 00 Praha 2

tel.: (+420) 266 702 111, fax: (+420) 266 702 333, www.pmintl.com
IC: 14803534, ISIN: CS008418869

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

A

PHILIP MORRIS CR
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