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zprava predstavenstva
report of the board of directors




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

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

Philip Morris CR a.s. je spole¢nosti ve
skupiné Philip Morris International Inc.
Spoletnost Philip Morris CR a.s. vlastnf
99 % podil ve spole¢nosti Philip Morris
Slovakia s.r.o., ktera je registrovana ve
Slovenské republice.

Zprava predstavenstva
Zpréva predstavenstva vychazi ze
zkrécenych konsolidovanych pololetnich
finan&nich vykazd Philip Morris CR a.s.
a Philip Morris Slovakia s.r.o., které byly
pripraveny v souladu s Mezinarodnimi
standardy G&etniho vykaznictvi (IFRS).

Konsolidované hlavni Gdaje (v mil. k&)

Pololeti konéici 30. éervnem

2008 2007
Trzby bez spotrebni dané a DPH 4 256 4678
Provozni zisk 952 1199
Zisk pred zdanénim 829 1191
Zisk po zdanéni 625 882
Zisk na akcii (v K¢) 228 321
Celkovy odbyt (v miliardach jednotek) 13,0 10,5

Podnikani v Ceské republice

Objem domaciho odbytu v prvnich Sesti mésicich roku 2008
pokles| oproti stejnému obdobf lorského roku 0 36.1 % a to
prevazné v dasledku propadu prodeji v roce 2008, ktery
nasledoval po zvysenych prodejich do obchodnich fetézca

v prosinci roku 2007 pred zvySenim spotrebni dané od ledna
2008 a v disledku vyssich prodeji v prvnich Sesti mésicich
roku 2007 zptisobenych vyssimi prodeji do obchodnich fetézct
v lednu a Gnoru roku 2007 pred zvysenim spotrebni dané od
brezna 2007.

Trzby v tuzemsku bez spotrebni dané

a DPH poklesly o0 44,8 % v porovnéni

se stejnym obdobim predchoziho roku.
odbytu, jak bylo uvedeno vyse, a zaroven
rozhodnutim absorbovat zvyseni
spotrebni dané.

Podle maloobchodniho vyzkumu
agentury ACNielsen™ pokles| podil

nasich znacek na celkovém domacim
trhu v prvnich Sesti mésicd tohoto roku
o priblizné 4,0 procentni body na 57,5 %
v porovnani se stejnym obdobim roku
2007. Tento pokles byl zptsoben ztratou
trzniho podilu v roce 2007 v dasledku
dané do cen cigaret platné od 1. biezna
2007 v porovnani s konkurenci.

B Podnikani na Slovensku
Objem domaciho odbytu na Slovensku

v prvnich Sesti mésicich roku 2008
vzrostl o 1,2 % oproti stejnému obdobi predchoziho roku a to
predevsim diky silnému rdstu znacek Red & White a LEM, ktery
byl ¢astecné oslaben snizenim odbytu nasich ostatnich znacek.

| pres mirny nartst objemu odbytu, trzby bez spotrebni dané

a DPH spole¢nosti Philip Morris Slovakia s.r.o. v mistni méné
poklesly 0 8,8 % v porovnéni se stejnym obdobim roku 2007.
L&M v disledku jejiho presunuti ze stfedniho do levného
cenového segmentu a déle zvysenym podilem levnych znacek na
celkovych prodejich spolec¢nosti.

Podle maloobchodniho vyzkumu agentury ACNielsen podil nasich
znacek na celkovém domécim trhu v prvnich Sesti mésict tohoto
roku zlstal stabilni na 52,1 % v porovnéni se stejnym obdobim
roku 2007.

Vyvoz

Objem vyvozu cigaret na ostatni trhy a s tim spojené trzby se
v prvnich Sesti mésicich roku 2008 ztrojnésobily v porovnani
se stejnym obdobim roku 2007 a to predevsim diky narlstu
vyvozu cigaret do ostatnich spoleénosti skupiny Philip Morris
International Inc. v ramci zemi Evropské unie.

* Philip Morris CRa.s. zahrnul prodejni kanal HORECA a byvalé obchody duty free do panelu maloobchodniho vyzkumu agentury ACNielsen od 1. ledna 2008 s cilem Iépe podchytit dynamiku maloobchodniho trhu.

Udaje za rok 2007 byly ptepocitany dle nového panelu.



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
across different taste and price
segments.

Philip Morris CR a.s. is an affiliate
of Philip Morris International Inc.
(PMI). 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 condensed interim
consolidated financial information 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)

Period ended June 30

2008 2007

Revenues, net of excise tax and VAT 4 256 4678
Profit from operations 952 1199
Pre-tax income 829 1191
Net Income 625 882
Earnings per share (CZK) 228 321
Shipments (billion units) 13.0 10.5

Business in Czech Republic

Czech domestic shipments for the first six months of 2008
declined by 36.1% versus the same period in 2007. The decline
primarily reflects depressed 2008 sales following high trade
purchases in December 2007 prior to the January 1, 2008 excise
tax increase versus high sales in the first six months of 2007
driven by high trade purchases in January and February of 2007
prior to the March 1, 2007 excise tax increase.

Domestic revenues net of excise tax and
VAT declined by 44.8% versus the same
period in 2007, mainly reflecting the
shipment decline noted above as well as
the decision to absorb some excise tax
increases.

According to Retail Audit research
conducted by the ACNielsen* agency, our
year-to-date market share in the total
Czech retail market for the first six months
of 2008 declined by approximately 4.0
percentage points to 57.5% versus the same
period in 2007. The decline reflects share
loss in 2007 due to earlier tax-driven price
increases versus competitors following the
March 1, 2007 excise tax increase.

B Business in Slovakia

Slovak domestic shipments for the first
six months of 2008 increased 1.2% versus
the same period in 2007 with strong
gains for Red & White and L&M, partially
offset by lower shipments of our other brands.

Despite the slight increase in shipments, Philip Morris

Slovakia s. 1. 0. revenues, net of excise tax and VAT, declined by
8.8% in local currency terms versus the same period in 2007,
mainly reflecting the impact of the price repositioning of LEM
from the medium to low price segment and some unfavorable
product mix.

According to Retail Audit research conducted by the ACNielsen
agency, our year-to-date market share in the total Slovak retail
market remained flat at 52.1% versus the same period in 2007.

Exports

Export shipments of cigarettes to other markets and export
revenues for the first six months of 2008 increased threefold
versus the same period in 2007 due to increased cigarette
exports to other Philip Morris International Inc. affiliates within
the European Union.

* Philip Morris CR a.s. has included HORECA channel and ex-duty free shops to the Retail Audit panel of the research conducted by ACNielsen agency since January 1, 2008 to improve the coverage of the

market dynamics. The 2007 data has been restated reflecting the new Retail Audit panel.



B Konsolidované financni vysledky
Konsolidované ¢isté trzby bez spotiebni dané a DPH poklesly
09,0 % na 4,3 miliardy K& v porovnani se stejnym obdobim
predchoziho roku. Tento pokles byl zptisoben v Ceské republice
niz$imi doméacimi prodeji a potrebou absorbovat zvyseni
spotrebni dané, dale pak na Slovensku
zménou ceny znacky LEM, zvysenym
podilem levnych znacek na celkovych
prodejich a také v disledku nepriznivého
vyvoje kurzu slovenské koruny k ceské
koruné. Tento pokles byl ¢asteéné
kompenzovan vyrazné vyssimi trzbami
spojenymi s vyvozem cigaret do zemf
Evropské unie.

Provozni zisk poklesl o 20,6 % na

1,0 miliardu K&, coz bylo zpasobeno
hlavné vyse zminénym poklesem trzeb,
mirnym nardstem variabilnich vyrobnich
nakladd, spolucasti na nakladech
vztahujicich se ke smlouvé o spolupréci
uzavrené v roce 2004 mezi PMI

a Evropskou unii za obdobi prvnich Sesti
meésich roku 2008, které byly za rok 2007
fakturovany az v druhé poloviné roku.
Tento pokles byl ¢asteéné kompenzovén
Gsporami ostatnich provoznich nékladd
a oslabujici slovenskou korunou k ¢eské
koruné, kterd méla priznivy dopad na
vy$i nékladd na Slovensku.

Konsolidovany zisk pred zdanénim poklesl 0 30,4 % na

0,8 miliardy K¢ z diivodti uvedenych vyse a déle diky vyrazné
vy$sim nakladovym drokdm spojenych s financovanim
predzésobeni na Slovensku pred zvysenim spotrebni dané od
1. ledna 2008.

Konsolidovany zisk po zdanéni poklesl 0 29,1 % na 0,6 miliardy K¢

sV

v dUsledku nizsi efektivni sazby dané z pifjma.

Budoucnost

Ceska republika

Ocekava se, ze zvysena spotiebni dari se promitne do
prodejnich cen v prabéhu tretiho ctvrtleti roku 2008. Z tohoto
dtvodu mazeme ocekavat pokles objemd prodeju cigaret se
zaplacenou spotrebni dani na ¢eském trhu a pokracujici presun
spottebiteld k levnéjsim znackam.

Po zvy$enf spottebni dané od 1. 1. 2008, Ceské republika
splnila minimélni poZadavek Evropské unie na zdanéni cigaret
ve vyS$i 64 Euro na tisic kust. Za predpokladu, ze nedojde

k dalsimu zvyseni spotiebni dané v roce 2009, které by
vyvolalo dalsi vinu predzésobeni v roce 2008, bude nas odbyt

za rok 2008 negativné ovlivnén zasobami se starou sazbou
spotrebni dané, které byly vytvoreny v zavéru roku 2007.

Slovensko

Jakmile se zvysena spotrebni dan platna od 1. 1. 2008 promitne
do prodejnich cen, miizeme ocekévat
pokles objemd prodeju cigaret se
zaplacenou spotrebni dani na slovenském
trhu a pripadny presun spotrebitell

k levngjsim znackam.

V kvétnu 2008 slovenska vlada rozhodla
o dal$im zvyseni spotfebni dané na
tabék a tabakové vyrobky s platnosti od
1. Gnora 2009 v souladu s pozadavkem
na dosazeni minimalni Grovné zdanén{

cigaret stanovenych Evropskou unif.
Soucésti navrhu, ktery dosud nebyl
schvélen slovenskym parlamentem, je
i navrh na regulaci predzasobent.

B Vyhledova
a varovna prohlaseni

Cas od ¢asu méizeme pronést Gstni

nebo poskytnout pisemné vyjadrent

a predpovédi o nasi budoucnosti, véetné
vyjadreni uvedenych v dokumentech
predkladanych Komisi pro cenné papiry
nebo jingm Graddm, ve zpravach

nasim akcion&rtim, v tiskovych prohlésenich nebo ve zpravach
pro investory na internetu. Tato vyjadreni Ize charakterizovat
slovy strategie, ocekavani, vyvoj, plany, predpovédi, domnénky,
postoje, odhady, imysly, projekty, cile, zaméry nebo jinymi slovy
podobného vyznamu. Tato vyjadrent Ize také rozpoznat podle toho,
Ze se nevztahujf vylucné na historické nebo soucasné skutecnosti.

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

Uspéchd je vystaveno rizikdm a nejistoté a podléhé nepresnosti
predpokladt. Skuteéné vysledky se mohou lisit od odhadovanych,
predpovidanych nebo navrhovanych, a to v pripadé, ze nastanou
znamé nebo v soucasnosti nezndma rizika a nejistoty, nebo ze se
vychozi predpoklady ukézi jako nepresné. Investori by tato rizika
méli mit na paméti pri posuzovani prognéz a pri zvazovani, zda
investovat nebo driet akcie spole¢nosti Philip Morris CR a.s.



B Consolidated Financial Results

Consolidated sales revenues, net of excise tax and VAT, decreased
by 9.0% to CZK 4.3 billion versus the same period in 2007.

This decrease mainly reflects, in the Czech Republic, lower
domestic shipments and the need to absorb some excise tax
increases and, in Slovakia, the price repositioning of L&EM, some
unfavorable product mix, and unfavorable currency translation
which impacted revenues due to the weakening of the Slovak
crown, partially offset by significantly higher revenues from
cigarette exports to other European Union countries.

Profit from operations decreased by 20.6% to CZK 1.0 billion,
driven primarily by the lower revenues noted above, slightly
higher variable manufacturing costs, participation to costs
related to the Cooperation agreement
entered into in 2004 between

Philip Morris International Inc. and the
EU for the first six months of 2008,
which in 2007 were recharged in the
second half of the year, offset by other
operating cost savings and currency
translation which favorably impacted
costs in Slovakia due to the weakening
of the Slovak crown.

Pre-tax income decreased by 30.4% to
CZK 0.8 billion reflecting in addition
to the items noted above, significantly
higher interest expense related to the
financing of Philip Morris Slovakia’s
inventory build-up prior to the
January 1, 2008 excise tax increase.

Net consolidated income decreased
by 29.1% to CZK 0.6 billion reflecting a
lower effective income tax rate.

Outlook
Czech Republic

New price levels are expected to be effective during the third
quarter of 2008. As a result, we may witness a contraction of the
Czech duty paid cigarette market in the second half of 2008 with
a continued consumer shift to lower priced products.

With the January 1, 2008 excise tax increase, the Czech Republic
has now met the minimum EU tax requirement of EUR 64 per
thousand cigarettes. Assuming no excise tax increase in 2009
that could trigger an inventory build-up in 2008, our full-year

domestic shipments in 2008 will be negatively impacted by the
high 2007 year-end stocks of product at old excise tax rates.

Slovak Republic

The January 1, 2008 excise tax increase, once reflected in retail
selling prices, may result in a contraction of the Slovak duty paid
cigarette market and a potential consumer shift to lower priced
products.

In May the Government approved a further excise tax increase
on tobacco and tobacco products to be implemented as of
February 1, 2009 in order to meet the minimum European
Union excise tax requirement together with a proposal for anti-
forestalling regulation. The law has not yet been approved

by the Parliament.

B 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”,

» o« » o«

“continues”, “plans”, “anticipates”, “believes”,

|77 « o« n o«
’

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.

«
wil

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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B  POLOLETNI ZPRAVA 2008 | KONSOLIDOVANE FINANCNI VYSLEDKY

Zkracena konsolidovana mezitimni rozvaha
k 30. 6. 2008 (v milionech K&)

AKTIVA Bod 30. 6. 2008 31. 12. 2007
Pozemky, budovy a zafizeni 5 2 150 2231
Nehmotné aktiva 67 16
Odlozené darova pohledéavka 10 11
Dlouhodoba aktiva 2227 2258
Zéasoby 6 7743 10 296
Pohledavky z obchodnich vztaht 7 1767 6172
Jiné pohledavky 7 40 49
Dan z pfijma 48 0
Penézni prostredky a penézni ekvivalenty 8 2938 2 240
Kratkodoba aktiva 12 536 18 757
Dlouhodobé aktiva drzena k prodeji 0 28
Aktiva celkem 14 763 21043
VLASTNI KAPITAL A ZAVAZKY Bod

Zakladni kapital 2 745 2 745
Emisn{ azio a ostatni pifspévky akcionard 2 351 2 357
Fondy 549 549
Kumulované zisky 1219 3010
Vlastni kapital celkem 6 864 8661
Odlozeny darnovy zévazek 78 0
Dlouhodobé zavazky 78 0
Obchodni a jiné finanéni zavazky 9 541 983
Nefinanéni zavazky 9 119 140
Dan z prijma 0 163
Ostatn{ dariové zavazky 10 4143 7332
Rezervy na kratkodobé zévazky 12 0
Pdjcky 11 3 006 3764
Kratkodobé zavazky 7821 12 382
Zavazky celkem 7 899 12 382
Vlastni kapitél a zavazky celkem 14 763 21043

Zkraceny konsolidovany mezitimni vykaz zisku a ztraty
za pololeti koncici 30. 6. 2008 (v milionech K&)

Bod 30. 6. 2008 30. 6. 2007
Trzby 4 4 256 4678
Naklady na prodané vyrobky, zboZi a sluzby 12 -2 587 -2 519
Hruby zisk 1669 2 159
Odbytové néklady 12 -501 679
Administrativni naklady 12 273 -293
Ostatn{ vynosy 42 44
Ostatn{ provozni naklady () / vynosy (+), &isté 15 -32
Provozni zisk 4 952 1199
Finan¢ni naklady -123 -8
Zisk pred zdanénim 829 1191
Dari z pifjmd -204 -309
Cisty zisk 625 882
Zisk na akcii zakladni a zfedény (K&/akcie) 228 321

n Priloha tvorf nedilnou soucast této zkracené konsolidované mezitimni Gcetni zavérky



I VIID-YEAR REPORT 2008 | CONSOLITED FINANCIAL RESULTS

Condensed Consolidated Interim Balance Sheet
as at June 30, 2008 (in CZK million)

ASSETS Note June 30, 2008 December 31, 2007
Property, plant and equipment (PP&E) 5 2 150 2231
Intangible assets 67 16
Deferred tax assets 10 11
Non-current assets 2227 2 258
Inventories 6 7743 10 296
Trade receivables 7 1767 6172
Other receivables 7 40 49
Income tax prepaid 48 -
Cash and cash equivalents 8 2938 2 240
Current assets 12 536 18 757
Property, plant and equipment classified as held-for-sale - 28
Total assets 14 763 21043
EQUITY & LIABILITIES Note
Registered capital 2 745 2 745
Share premium and other shareholders’ contributions 2 351 2 357
Reserves 549 549
Retained earnings 1219 3010
Equity 6 864 8 661
Deferred tax liability 78 -
Non-current liabilities 78 -
Trade and other financial liabilities 9 541 983
Non-financial liabilities 9 119 140
Income tax liability - 163
Other tax liabilities 10 4143 7332
Provisions for current liabilities 12 -
Borrowings 1 3 006 3764
Current liabilities 7821 12 382
Total liabilities 7 899 12 382
Total equity & liabilities 14 763 21043
Condensed Consolidated Interim Income Statement
for the half year ended June 30, 2008 (in CZK million)

Note June 30, 2008 June 30, 2007
Revenues 4 4 256 4678
Cost of goods sold 12 (2587) (2519
Gross profit 1669 2159
Distribution expenses 12 (501) (679
Administrative expenses 12 (273) (293)
Other income 42 44
Other operating (expense) / income, net 15 (32
Profit from operations 4 952 1199
Financial expenses (123) (8)
Profit before income tax 829 1191
Income tax expense (204) (309)
Net profit for the year 625 882
Earning per share basic and diluted (CZK/share) 228 321

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



POLOLETNI ZPRAVA 2008 | KONSOLIDOVANE FINANCNI VYSLEDKY

Zkraceny konsolidovany mezitimni vykaz zmén vlastniho kapitalu
za obdobf konéici 30. 6. 2008 (v milionech K¢)

Vztahujici se k vlastnimu kapitalu

Emisni azio

aostatni  Zakonny Kumulované Vlastni

Zakladni  prispévky rezervni kurzové Kumulované kapital

Bod kapital  akcionafi fond zisky zisky celkem

Stav k 1. 1. 2007 2745 2 360 551 0 2 685 8341
Kumulované kurzové rozdily 0 0 0 1 0 1
Cisty piijem vykazany pfimo ve vlastnim kapitélu 0 0 0 1 0 1
Cisty zisk za obdobf 0 0 0 0 882 882
Celkovy prijem vykazany za obdobi 0 0 0 0 882 882
Rozdélent zisku 13 0 0 0 0 -1647 -1647
Zaméstnanecké akcie - hodnota sluzeb 0 9 0 0 0 9
Stav k 30. 6. 2007 2745 2351 551 1 1920 7568
Stav k 1. 1. 2008 2745 2357 551 -2 3010 8 661
Cisty zisk za obdobf 0 0 0 0 625 625
Celkovy pfijem vykazany za obdobi 0 0 0 0 625 625
Rozdélenti zisku 13 0 0 0 0 -2 416 -2 416
Zaméstnanecké akcie - hodnota sluzeb 0 -6 0 0 0 -6
Stav k 30. 6. 2008 2745 2351 551 -2 1219 6 864

Zkraceny konsolidovany mezitimni vykaz penéznich toku
za obdobf konéici 30. 6. 2008 (v milionech K&)

Bod 30. 6. 2008 30. 6. 2007
PenéZni toky 7 provozni ¢innosti
Zisk pred zdanénim 829 1191
Odpisy dlouhodobych aktiv ( véetné nehmotného majetku) 12 193 204
Nerealizované kurzové ztraty 5 2
Urokové néklady (+) / vynosy (), &isté 81 -43
Zisk z prodeje pozemkd, budov a zarizeni -37 -8
Ostatni nepenézni Gpravy - Cisté 9 16
Penézni toky z provozni ¢innosti pied zménami pracovniho kapitalu 1080 1362
Zmena stavu:
Obchodnich a jinych pohledavek 4414 -17
Obchodnich a jinych zavazkl -3 636 422
Zasob 2 548 693
Penéini toky z provozni Cinnosti 4 406 1616
Zaplacené Groky -123 -1
Zaplacena dan z prijmd -345 -343
Cisté pené&ini toky z provozni &innosti 3938 1272
Penézni toky z investi¢ni éinnosti
\lydaje na pofizeni pozemkd, budov a zafizeni 5 -112 -54
Prijmy z prodeje pozemkd, budov a zafizeni 70 13
Vlydaje na pofizeni nehmotnych aktiv -55 -8
Prijaté aroky 31 44
Cisté pené&ni toky z investiéni Einnosti -66 -5
Penézni toky z financovdni
Zaplacené dividendy 13 -2 416 -1647
Cisty pené&zni tok z financovéni -2 416 -1647
Cisté snizeni (-) / zvy$eni (+) penéznich prostiedki 1456 -380
Stav penéznich prostredkd, penéznich ekvivalentd,
kontokorentu a kratkodobych pujéek na zacatku roku -1524 3912
Stav penéznich prostredkd, penéznich ekvivalentd
a kratkodobych pujcek na konci periody 8 -68 3532

Priloha tvorf nedilnou soucast této zkracené konsolidované mezitimni Gcetni zavérky
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Condensed Consolidated Interim Statement of Changes in Equity

for the half year ended June 30, 2008 (in CZK million)

Attributable to equity holders of the Group

Share premium
and other

Statutory Cumulative

Registered  shareholder reserve  translation Retained Total

Note capital  contributions fund adjustments earnings equity

Balance as at January 1, 2007 2 745 2 360 551 - 2 685 8 341
Cumulative translation adjustment - - - 1 - 1
Net income recognised directly to equity 1 - 1
Profit 882 882
Total recognised income for the year 882 882
Profit distribution 13 - (1647) (1647)
Share based payments compensation expense - 9 - - - 9
Balance as at June 30, 2007 2 745 2 351 551 1 1920 7 568
Balance as at January 1, 2008 2 745 2 357 551 (2 3010 8 661
Profit - - - - 625 625
Total recognised income for the year 625 625
Profit distribution 13 - (2 416) (2 416)
Share based payments compensation expense - (6) - - - (6)
Balance as at June 30, 2008 2745 2351 551 03] 1219 6 864

Condensed Consolidated Interim Cash Flow Statement

for the half year ended June 30, 2008 (in CZK million)

Note June 30, 2008 June 30, 2007
Cash flow from operating activities
Profit before tax 829 1191
Depreciation and amortisation expense, including intangibles 12 193 204
Unrealised foreign exchange loss 5 2
Net interest expense / (income), net 81 (43)
Gain on disposal of PP&E (37) 8)
Other non-cash loss, net 9 16
Operating cash flows before working capital changes 1080 1362
Changes in:
Trade and other receivables 4414 a7
Trade and other payables (3 636) (422
Inventories 2 548 693
Cash generated from operations 4 406 1616
Interest paid (123) »
Income tax paid (345) (343)
Net cash generated from operating activities 3938 1272
Cash flow from investing activities
Purchase of PP&E 5 (112) (54)
Proceeds from sale of PP&E 70 13
Purchase of intangible assets (55) ®
Interest received 31 44
Net cash used by investing activities (66) (5)
Cash flow from financing activities
Dividends paid 13 (2 416) (1647
Net cash used by financing activities (2 416) (1647
Net increase / (decrease) in cash and cash equivalents 1456 (380)
Cash, cash equivalents, bank overdrafts and short-term borrowings
as at the beginning of the year (1524) 3912
Cash, cash equivalents, bank overdrafts and short-term borrowings
as at the end of the period 8 (68) 3532

The accompanying notes form an integral part of the condensed consolidated interim financial information
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Priloha ke zkracené mezitimni konsolidované (éetni zavérce

za pololeti konéici 30. 6. 2008

1. ZAKLADNI INFORMACE

Philip Morris CR a.s. (,Spoletnost®) a jeji dcefing spoletnost Philip Morris Slovakia s.ro. (,Dcefina spole¢nost®), (déle souhrnné jen ,Skupina®), se zabyvaj
zejména vyrobou, prodejem, distribuci a marketingem tabakovych vyrobkd. Spole¢nost vlastni 99% podil Philip Morris Slovakia s.r.o.

Philip Morris CR a.s. je akciova spoletnost registrovana v Ceské republice. Do obchodniho rejstitku byla Spolecnost zapsana 28. 3. 1991 a jeji registrované
sidlo je v Kutné Hofe, Vitézna 1, Ceské republika. Vedeni Spole¢nosti sidli v Praze a vyrobni zévod se nachazi v Kutné Hoke. Zavod ve Stréznici je vyuzivan
ke skladovanf tabaku.

Philip Morris CR a.s. je spole¢nosti ve skupiné Philip Morris International, Inc. (,PMI¥).

Akcie Spolecnosti jsou obchodovany na Burze cennych papird Praha.

Tato zkracené konsolidovana mezitimni cetni zavérka byla schvélené predstavenstvem a dozorci radou ke zverejnéni dne 27. 8. 2008.

2. ZAKLADNI ZASADY SESTAVENI UCETNI ZAVERKY

Tato zkracend konsolidovand mezitimni Géetni zavérka za pololeti koncici 30. 6. 2008 je zpracovana v souladu se standardem IAS 34 Mezitimni Géetni
vykaznictvi. Mezitimni zkracena konsolidovana Gcetni zavérka musi byt ¢tena ve spojeni s konsolidovanou Géetni zavérkou za rok koncici 31. 12. 2007, kterd
byla pfipravena v souladu s Mezinarodnimi standardy éetnfho vykaznictvi (,IFRS®).

3.  VYZNAMNE UCETNIi ZASADY

Pouzité Ucetni zésady jsou konzistentnf se zdsadami uplatnénymi pfi sestaveni konsolidované Gcetni zavérky za rok koncici 31. 12. 2007, tak jak je popsano
v ro¢ni Gcetni zavérce za rok koncici 31. 12. 2007.

4.  INFORMACE O SEGMENTECH

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

Vlysledky segmentt za obdobi konéici 30. 6. 2008 maji tuto strukturu:

Ceské republika Slovenska republika Konsolidaéni pravy Skupina
Hrubé trzby 3352 946 0 4298
Mezisegmentové trzby 42 0 0 -42
Trzby 3310 946 0 4 256
\lysledek segmentu / Provozni zisk 614 52 286 952

Vlysledky segmentt za obdobf konéici 30. 6. 2007 maji tuto strukturu:

Ceské republika Slovenska republika Konsolidaéni tpravy Skupina
Hrubé trzby 4324 1095 0 5419
Mezisegmentové trzby -741 0 0 -741
Trzby 3583 1095 0 4678
\lysledek segmentu / Provozni zisk 1184 56 41 1199

Kladna hodnota konsolida¢nich Gprav za obodobi konéici 30. 6. 2008 je zptsobena zvysenym prodejem zésob Spolecnosti své Dcefiné spolecnosti na konci
roku 2007 v dsledku zvyseni spotiebni dané na Slovensku od ledna 2008. Tyto prodeje byly z pohledu Skupiny realizovany v roce 2008.

b) Druhotny formét vykaznictvi — oborovy segment

Prodeje Skupiny jsou tvoreny prevazné prodejem tabakovych vyrobkd, a proto Skupina vykazuje pouze jeden oborovy segment v druhotném formatu

vykaznictvi. Primarni G¢etni vykazy obsazené v této zkracené mezitimni konsolidované Gcetni zavérce obsahuji vSechny informace pozadované pro druhotny
format vykaznictvi informaci o segmentech.
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Selected Notes to the Condensed Consolidated Interim Financial Information

for the half year ended June 30, 2008

1. GENERAL INFORMATION

Philip Morris CR a.s. (“the Company”) and its subsidiary Philip Morris Slovakia s.r.o. (“the Subsidiary”) (together “the Group”) produces, sells, distributes and
markets tobacco products. The Company has a 997 interest in Philip Morris Slovakia s.r.o.

Philip Morris CR as. 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, Vitézné 1, Czech Republic. Its headquarters is in Prague and its manufacturing facility is in Kutn& Hora. The Straznice facility is used for leaf
warehousing activities.

Philip Morris CR a.s. is an affiliate of Philip Morris International, Inc. (“PMI”).

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

The Group’s condensed consolidated interim financial information was authorised for issue by the Board of Directors and Supervisory Board
on August 27, 2008.

2.  BASIS OF PREPARATION

This condensed interim consolidated financial information for the period ended June 30, 2008 has been prepared in accordance with IAS 34, ‘Interim financial
reporting’. The interim condensed consolidated financial information should be read in conjunction with the annual consolidated financial statements for the
year ended December 31, 2007, which have been prepared in accordance with IFRS.

3. ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the annual consolidated financial statements for the year ended December 31, 2007 as described
in the annual consolidated financial statements for the year ended December 31, 2007.

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 June 30, 2008 are as follows:

Czech Republic Slovak Republic Consolidation adjustments Group
Total gross segment revenues 3352 946 - 4 298
Inter-segment revenues (42 - - (42)
Revenues 3310 946 - 4 256
Segment results / Profit from operations 614 52 286 952

The segment results for the year ended June 30, 2007 are as follows:

Czech Republic Slovak Republic Consolidation adjustments Group
Total gross segment revenues 4324 1095 - 5419
Inter-segment revenues (741 - - (741)
Revenues 3583 1095 - 4678
Segment results / Profit from operations 1184 56 (41) 1199

The positive amount of consolidation adjustments for the period ended June 30, 2008 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 1, 2008. These sales were realised in 2008 from the
perspective of the consolidation level.

b) Secondary reporting format — business segment

Substantially all of the Group’s sales are tobacco products, and therefore the Group has only one reportable business segment. The primary statements
presented in this condensed interim consolidated financial information include the information required from the secondary format of segment reporting.
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5. POZEMKY, BUDOVY A ZARIZENI

Pohyby v oblasti pozemk, budov a zafizenf jsou nésledujici:

Obdobi od 1/2008 do 6/2008

Pozemky, budovy a zafizeni

ZGstatkova hodnota k 1. 1. 2008 2231
Prirtistky 112
Vyrazeni -7
Odpisy -186
Zuistatkova hodnota k 30. 6. 2008 2 150

Obdobi od 1/2007 do 6/2007

Pozemky, budovy a zafizeni

Zastatkova hodnota k 1. 1. 2007 2 474
PrirGistky 54
Vyrazeni 5
Odpisy -184
Zustatkova hodnota k 30. 6. 2007 2339

Pozemky, budovy a zafizeni klasifikované jako aktiva drzené k prodeji k 30. 6. 2008 byly nésledujici:

Pozemky, budovy a zafizeni

K1. 1. 2008
Porizovaci cena 147
Oprévky a snizeni hodnoty -119
Zustatkova hodnota 28
Obdobi konici 30. 6. 2008
Zuastatkova hodnota k 1. 1. 2008 28
Vyrazeni -28
Zistatkova hodnota 0
6. ZASOBY

30. 6. 2008 31. 12. 2007
Material 1154 1560
Nedokonéend vyroba 657 202
\lyrobky 4 986 5549
Zbozi 946 2 985
Celkem 7743 10 296
7. POHLEDAVKY Z OBCHODNICH VZTAHU A JINE POHLEDAVKY

30. 6. 2008 31. 12. 2007
Obchodni pohledéavky
Treti strany 1358 6 114
Spiiznéné strany 409 58
Celkem 1767 6172
Ostatni pohledavky
Placené zélohy 38 46
Ostatni pohledavky 2 3
Celkem 40 49
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5. PROPERTY PLANT AND EQUIPMENT

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

Six months ended June 30, 2008

Property Plant and Equipment

Opening net carrying amount at January 1, 2008 2231
Additions cost 112
Disposal net carrying amount @)
Depreciation charge (186)
Closing net carrying amount at June 30, 2008 2 150

Six months ended June 30, 2007

Property Plant and Equipment

Opening net carrying amount at January 1, 2007 2474
Additions cost 54
Disposal net carrying amount 5)
Depreciation charge (184)
Closing net carrying amount at June 30, 2007 2339

PP&E classified as held-for-sale as at June 30, 2008 were as follows:

Property Plant and Equipment

As at January 1, 2008

Cost 147
Accumulated depreciation and impairment (119)
Net carrying amount 28
Period ended June 30, 2008
Opening net carrying amount 28
Disposal net carrying amount (28)
Closing net carrying amount -
6. INVENTORIES

June 30, 2008 December 31, 2007
Materials 1154 1560
Work-in-progress 657 202
Finished goods 4 986 5549
Merchandise 946 2985
Total 7743 10 296
7. TRADE AND OTHER RECEIVABLES

June 30, 2008 December 31, 2007
Trade receivables
Third parties 1358 6 114
Related parties 409 58
Total 1767 6172
Other receivables
Prepayments 38 46
Other receivables 2 3
Total 40 49
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8.  PENIZE A PENEZNI EKVIVALENTY

30. 6. 2008 31. 12. 2007
Penize v bankéach 63 23
Kratkodobé pujcky spriznéné strané splatné na pozadani 2875 2217
Celkem 2938 2 240

Penézni prostredky, penézni ekvivalenty a debetni zistatky na bankovnich Gctech a kratkodobé pjcky pro Gcely sestaveni vykazu penéznich tokd jsou nasledujici :

30. 6. 2008 31. 12. 2007
Penize a penézni ekvivalenty 2938 2 240
Debetni zdstatky na bankovnich Gctech 0 -28
Kratkodobé pujcky od spiiznénych stran splatné na pozadani 0 212
Kratkodobé piijéka od spifznéné strany (bod 11) -3 006 -3 524
Celkem penize a penézni ekvivalenty -68 -1524
9. OBCHODNI ZAVAZKY A JINE ZAVAZKY

30. 6. 2008 31. 12. 2007
Obchodni a jiné zavazky
Treti strany 302 437
Ostatni spriznéné strany 102 307
Dohadné Gcéty pasivni 123 227
Nevyplacené dividendy 14 12
Celkem 541 983
Nefinanéni zavazky
Zévazky vici zaméstnanctim 72 86
Zéavazky ze sociélniho zabezpedeni a zdravotniho pojisténi 34 36
Prijaté zalohy 3 5
Ostatni zavazky 10 13
Celkem 119 140
10. OSTATNI DANOVE ZAVAZKY

30. 6. 2008 31. 12. 2007
Dan z pridané hodnoty 438 1289
Spotrebni dan 3698 6 028
Jiné dané 7 15
Celkem 4143 7332

11. PUJCKY

Kratkodobé pajcky v hodnoté 3 006 miliént K& predstavuji dvé pljcky poskytnuté spolecnosti Philip Morris Finance S.A., které jsou splatné dne 10. 8. 2008

a 17. 9. 2008. Pramérna Grokova sazba byla 4,85 % p.a.

12.  DRUHOVE CLENENI NAKLADU - DOPLNUJICI INFORMACE

30. 6. 2008 30. 6. 2007
Zména stavu hotovych zésob vyrobkd a nedokonéené vyroby 102 54
Spotreba materialu a energie 1954 1926
Sluzby 659 806
Néklady na zaméstnance a zaméstnanecké pozitky 427 490
Odpisy dlouhodobych aktiv 190 204
Ostatni 29 11
Néklady na prodané vyrobky a zbozi, odbytové a administrativni naklady 3361 3491

13. DIVIDENDY NAAKCII

Valné hromada akcionard Spoleénosti schvalila v dubnu 2008 a v dubnu 2007 vyplatu dividend ve vysi 2 416 miliént K& (880 K¢ na akcii)

a 1647 miliont (600 K& na akcii).
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8.  CASHAND CASH EQUIVALENTS

June 30, 2008

December 31, 2007

Cash at banks 63 23
On-demand deposits with related parties 2875 2217
Total 2938 2 240

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

June 30, 2008

December 31, 2007

Cash and cash equivalents 2938 2 240
Bank overdrafts - (28)
Interest bearing on-demand borrowings with related parties - (212)
Short-term borrowings with related parties (Note 11) (3 006) (3524)
Total cash and cash equivalents (68) (1524)

9. TRADEAND OTHER LIABILITIES

June 30, 2008

December 31, 2007

Trade and other financial liabilities

Third parties 302 437
Other related parties 102 307
Accrued expenses 123 227
Dividends payable 14 12
Total 541 983
Other non-financial liabilities

Amounts due to employees 72 86
Social security and health insurance 34 36
Advances received 3 5
Other payable 10 13
Total 119 140

10. OTHER TAX LIABILITIES

June 30, 2008

December 31, 2007

VAT 438 1289
Excise tax 3698 6028
Other taxes 7 15
Total 4 143 7 332

11. BORROWINGS

Short-term borrowings of CZK 3 006 million (SKK 3 800 million) represent two loans with Philip Morris Finance S.A. with the maturity date on August 10, 2008

and on September 17, 2008. The average interest rate of outstanding borrowings is 4.85% p.a.

12. EXPENSES BY NATURE - ADDITIONAL INFORMATION

June 30, 2008

June 30, 2007

Changes in inventories of FG and WIP 102 54
Raw materials and consumables used 1954 1926
Services 659 806
Employee benefits expense 427 490
Depreciation and amortisation 190 204
Other 29 11
Costs of goods sold, distribution expenses and administrative expenses 3361 3491

13. DIVIDEND PER SHARE

The dividends approved by the Annual General Meeting in April 2008 and April 2007 were CZK 2 416 million (CZK 880 per share) and CZK 1 647 million

(CZK 600 per share), respectively.
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14. TRANSAKCE SE SPRIZNENYMI STRANAMI

Dne 30. 1. 2008 schvélilo predstavenstvo spolecnosti Altria Group, Inc. vyclenéni 100 % podilu akcii Philip Morris International, Inc. vlastnénych skupinou

Altria ve prospéch akcionard skupiny Altria s G¢innosti od 28. 3. 2008.

Transakce se spriznénymi stranami za obdobi koncici 30. 6. 2007 jsou transakce se spole¢nostmi v rdmci skupiny Altria, zatimco transakce se spriznénymi

stranami za obdobi konéici 30. 6. 2008 jsou transakce vykazané se spoleénostmi v rémci skupiny PMI.

Se spriznénymi stranami byly prvedeny nasledujici transakce:

a) Prodej zboZi a sluzeb se spole¢nostmi ve skupiné PMI a Altria

30. 6. 2008 30. 6. 2007

Prodej zbozi a materialu

Ostatnf spifznéné strany 1930 864
Prodej sluzeb

Ostatnf spifznéné strany 28 2
Prefakturace 7 4
Vlynosové droky

Ostatni spfiznéné strany 41 40
Celkem 2 006 910
b ) Nakupy zboZi a sluzeb od spoleénosti skupiny PMI a Altria

30. 6. 2008 30. 6. 2007

Nékup zbozi a materialu

Ostatnf spifznéné strany 753 1100
Nékup sluzeb

Ostatnf spifznéné strany 199 210
Licen¢ni poplatky placené

Ostatnf spifznéné strany 103 204
Urokové naklady

Ostatni spifznéné strany 107 1
Celkem 1162 1515

Dividendy placené spole¢nosti Philip Morris Holland B.V. jsou v ¢astce 1 874 milién(i K& v obdobi konéicim 30. 6. 2008 (2007: 1 278 miliénd Kg).

15. SMLUVNI A JINE BUDOUCI ZAVAZKY

Skupina neni Gcastna zadnych soudnich, spravnich nebo rozhodéich fizeni, ktera by méla nebo mohla mit vyznamny vliv na finanéni situaci Skupiny.

16. NASLEDNE UDALOSTI

Po rozvahovém dni nedoslo k zadnym udalostem, které by mély vyznamny dopad na zkracenou mezitimni konsolidovanou Gcetni zavérku k 30. 6. 2008.
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14. RELATED PARTY TRANSACTIONS

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.

Transactions with related parties for the period ended June 30, 2007 are transactions with companies within the Altria Group while transactions with
related parties for the period ended June 30, 2008 are transactions with companies within the PMI Group.

The following transactions were carried out with related parties:

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

June 30, 2008 June 30, 2007

Sales of goods and materials

Other related parties 1930 864
Sales of services

Other related parties 28 2
Recharges 7 4
Interest income

Other related parties 41 40
Total 2 006 910
b) Purchases of the goods and services from affiliates within the PMI Group and Altria Group

June 30, 2008 June 30, 2007

Purchases of goods and materials

Other related parties 753 1100
Purchases of services

Other related parties 199 210
Royalties paid

Other related parties 103 204
Interest expense

Other related parties 107 1
Total 1162 1515

Dividends paid to Philip Morris Holland B.V. amounted to CZK 1 874 million in the period ended June 30, 2008 (2007: CZK 1 278 million).

15. 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.

16. SUBSEQUENT EVENTS

No subsequent events have occurred after June 30, 2008 that would have material impact on this condensed interim consolidated financial information

at June 30, 2008.
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Zkracena mezitimni Gcetni rozvaha
k 30. 6. 2008 (v milionech K&)

AKTIVA Bod 30. 6. 2008 31. 12. 2007
Pozemky, budovy a zafizenf 5 2 106 2183
Nehmotné aktiva 64 16
Investice v dcefiné spole¢nosti 19 19
Dlouhodoba aktiva 2189 2218
Zéasoby 6 5210 4721
Pohledavky z obchodnich vztaht 7 1467 6476
Jiné pohledavky 7 25 33
Dan z pfijma 41 0
Penézni prostredky a penézni ekvivalenty 2870 2219
Kratkodoba aktiva 9613 13 449
Dlouhodobé aktiva drzena k prodeji 0 28
Aktiva celkem 11 802 15 695
VLASTNI KAPITAL A ZAVAZKY Bod
Zakladni kapital 2 745 2 745
Emisn{ azio a ostatni pifspévky akcionard 2 348 2355
Fondy 549 549
Kumulované zisky 1519 3475
Vlastni kapital celkem 7 161 9124
Odlozeny darnovy zévazek 136 123
Dlouhodobé zavazky 136 123
Obchodni a jiné finanéni zavazky 8 453 862
Nefinanéni zavazky 8 83 110
Dan z pifjmd 0 161
Ostatn{ dariové zavazky 9 3957 5287
Rezerva na kratkodobé zévazky 12 0
Bankovni kontokorent 0 28
Kratkodobé zavazky 4 505 6 448
Zavazky celkem 4641 6571
Vlastni kapitél a zavazky celkem 11 802 15 695
Zkraceny mezitimni vykaz zisku a ztraty
za pololeti koncici 30. 6. 2008 (v milionech K&)

Bod 30. 6. 2008 30. 6. 2007
Trzby 4 3352 4326
Néklady na prodané vyrobky a zbozi 10 -2 254 -2 497
Hruby zisk 1098 1774
Odbytové néklady 10 275 -376
Administrativni naklady 10 -269 2311
Prijem z dividend 0 38
Ostatni vynosy 41 38
Ostatni provozni néklady () / vynosy (+), gisté 19 -34
Provozni zisk 614 1184
Finan¢ni néklady -17 -8
Zisk pred zdanénim 597 1176
Dan z prijmu -137 -292
Cisty zisk 460 884
Zisk na akcii zakladni a zfedény (K&/akcie) 167 332

Priloha tvori nedilnou soucast této zkracené mezitimni Gcetni zavérky
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Condensed Interim Balance Sheet
as at June 30, 2008 (in CZK million)

ASSETS Note June 30, 2008 December 31, 2007
Property, plant and equipment (PP&E) 5 2 106 2183
Intangible assets 64 16
Investments in subsidiary 19 19
Non-current assets 2189 2218
Inventories 6 5210 4721
Trade receivables 7 1467 6476
Other receivables 7 25 33
Income tax prepaid 41 -
Cash and cash equivalents 2870 2219
Current assets 9613 13 449
Property, plant and equipment classified as held-for-sale - 28
Total assets 11 802 15 695
EQUITY & LIABILITIES Note
Registered capital 2 745 2 745
Share premium and other shareholders’ contributions 2 348 2355
Reserves 549 549
Retained earnings 1519 3475
Equity 7 161 9124
Deferred tax liability 136 123
Non-current liabilities 136 123
Trade and other financial liabilities 8 453 862
Non-financial liabilities 8 83 110
Income tax liability - 161
Other tax liabilities 9 3957 5287
Provisions for current liabilities 12 -
Bank overdrafts - 28
Current liabilities 4 505 6 448
Total liabilities 4641 6571
Total equity & liabilities 11 802 15 695
Condensed Interim Income Statement
for the half year ended June 30, 2008 (in CZK million)

Note June 30, 2008 June 30, 2007
Revenues 4 3352 4326
Cost of goods sold 10 (2 254) (2497
Gross profit 1098 1774
Distribution expenses 10 (275) (376)
Administrative expenses 10 (269) (311
Dividend income - 38
Other income 41 38
Other operating (expense) / income, net 19 (34
Profit from operations 614 1184
Financial expenses (17) (8)
Profit before income tax 597 1176
Income tax expense (137) (292
Net profit for the year 460 884
Earning per share basic and diluted (CZK/share) 167 332

The accompanying notes form an integral part of the condensed interim financial information
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Zkraceny mezitimni vykaz zmén vlastniho kapitalu
za obdobf konéici 30. 6. 2008 (v milionech K¢)

Vztahujici se k vlastnimu kapitalu

Emisni azio

a ostatni Zakonny Vlastni
Zakladni prispévky rezervni Kumulované kapital
Bod kapital akcionara fond zisky celkem
Stav k 1. 1. 2007 2745 2355 549 2 695 8 344
Cisty zisk za obdobi 0 0 0 884 884
Celkovy pfijem vykazany za obdobi 0 0 0 884 884
Rozdéleni zisku 11 0 0 0 -1647 -1647
Zaméstnanecké akcie - hodnota sluzeb 0 -5 0 0 -5
Stav k 30. 6. 2007 2745 2350 549 1932 7576
Stav k 1. 1. 2008 2745 2355 549 3475 9124
Cisty zisk za obdobf 0 0 0 460 460
Celkovy prijem vykazany za obdobi 0 0 0 460 460
Rozdélent zisku 11 0 0 0 -2 416 -2 416
Zaméstnanecké akcie - hodnota sluzeb 0 -7 0 0 -7
Stav k 30. 6. 2008 2745 2348 549 1519 7161
7 4 . . Ve 4 vV v o
Zkraceny mezitimni vykaz penéznich toku
za obdobf kon¢ici 30. 6. 2008 (v milionech K&)
Bod 30. 6. 2008 30. 6. 2007
Penézni toky z provozni innosti
Zisk pred zdanénim 597 1176
Odpisy dlouhodobych aktiv ( véetné nehmotného majetku) 10 181 189
Nerealizované kurzové ztraty 5 2
Cisté trokové vynosy -34 -37
Zisk z prodeje pozemkd, budov a zarizeni -38 -6
Vlynosy z dividend 0 -38
Ostatni nepenézni Gpravy - Gisté -12 2
Penéini toky z provozni innosti pred zménami pracovniho kapitalu 699 1288
Zména stavu:
Obchodnich a jinych pohledavek 5018 -143
Obchodnich a jinych zavazka -1 765 -192
Zasob -494 599
Penéini toky z provozni ¢innosti 3458 1552
Zaplacené Groky -8 -1
Zaplacena dan z pfijmu -338 -354
Cisté pené&ni toky z provozni &innosti 3112 1197
PenéZni toky z investiéni ¢innosti
\lydaje na pofizeni pozemkd, budov a zafizeni 5 -103 -54
Prijmy z prodeje pozemk(, budov a zafizenf 67 10
\lydaje na pofizeni nehmotnych aktiv -50 -2
Prijaté Groky 41 41
Prijaté dividendy 0 38
Cisté pené&ni toky z investiéni Einnosti -45 34
Penézni toky z financovani
Zaplacené dividendy -2 416 -1647
Cisty pené&zni tok z financovéni -2 416 -1647
Cisté snizeni (-) / zvySeni (+) penéznich prostedkii 651 -416
Stav penéznich prostfedkd, penéznich ekvivalentd a kontokorentu na zacatku obdobi 2219 3657
Stav penéznich prostredki a penéznich ekvivalenti na konci obdobi 2870 3241

Priloha tvori nedilnou soucast této zkracené mezitimni Gcetni zavérky
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Condensed Interim Statement of Changes in Equity
for the half year ended June 30, 2008 (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, 2007 2 745 2 355 549 2 695 8 344
Profit - - - 884 884
Total recognised income for the year - - - 884 884
Profit distribution 11 - - (1647 (1647
Share based payments compensation expense - (5) - - (5)
Balance as at June 30, 2007 2 745 2 350 549 1932 7 576
Balance as at January 1, 2008 2 745 2 355 549 3475 9124
Profit - - - 460 460
Total recognised income for the year - - - 460 460
Profit distribution 11 - - (2 416) (2 416)
Share based payments compensation expense - @) - - @)
Balance as at June 30, 2008 2745 2 348 549 1519 7161
Condensed Interim Cash Flow Statement
for the half year ended June 30, 2008 (in CZK million)
Note June 30, 2008 June 30, 2007
Cash flow from operating activities
Profit before tax 597 1176
Depreciation and amortisation expense, including intangibles 10 181 189
Unrealised foreign exchange loss 5 2
Net interest income (34) (37
(Gain) / loss on disposal of PP&E (38) ®)
Dividend income = (38)
Other non-cash (gain)/loss, net (12) ?
Operating cash flows before working capital changes 699 1288
Changes in:
Trade and other receivables 5018 (143)
Trade and other payables (1 765) (192)
Inventories (494) 599
Cash generated from operations 3458 1552
Interest paid ® €]
Income tax paid (338) (354)
Net cash generated from operating activities 3112 1197
Cash flow from investing activities
Purchase of PP&E 5 (103) (54)
Proceeds from sale of PP&E 67 10
Purchase of intangible assets (50) @)
Interest received 41 41
Dividends received - 38
Net cash used by investing activities (45) 34
Cash flow from financing activities
Dividends paid (2 416) (1647
Net cash used by financing activities (2 416) (1647
Net increase / (decrease) in cash and cash equivalents 651 (416)
Cash and cash equivalents as at the beginning of the period 2219 3657
Cash, cash equivalents and bank overdraft as at the end of period 2870 3241

The accompanying notes form an integral part of the condensed interim financial information
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Priloha ke zkracené mezitimni konsolidované (éetni zavérce

za pololeti konéici 30. 6. 2008

1. ZAKLADNI INFORMACE

Philip Morris CR a.s. (,Spoletnost®) je akciova spolecnost registrovana v Ceské republice. Zabyva se zejména vyrobou, prodejem, distribuci a marketingem
tabakovych vyrobki. Do obchodniho rejstitku byla Spoleénost zapsana 28. 3. 1991 a jeji registrované sidlo je v Kutné Hofe, Vitézna 1, Ceské republika. Vedenf
Spolecnosti sidli v Praze a vyrobni zavod se nachazi 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¥).

Akcie Spolecnosti jsou obchodovany na Burze cennych papird Praha.

Tato zkracend mezitimni Gcetni zévérka byla schvalena predstavenstvem a dozorci radou ke zverejnéni dne 27. 8. 2008.

2. ZAKLADNI ZASADY SESTAVENI UCETNI ZAVERKY

Tato zkracend mezitimn{ GCetni zavérka za pololeti koncici 30. 6. 2008 je zpracovana v souladu se standardem IAS 34 Mezitimni Gcetni vykaznictvi. Mezitimni
zkracend Gcetni zavérka musi byt ¢tend ve spojeni s Géetni zavérkou za rok koncici 31. 12. 2007, ktera byla pripravena v souladu s Mezindrodnimi standardy
Géetniho vykaznictvi (,IFRS®).

3.  VYZNAMNE UCETNIi ZASADY

Pouzité Ucetni zésady jsou konzistentni se zdsadami uplatnénymi pfi sestaveni Géetni zavérky za rok koncici 31. 12. 2007, tak jak je popsano v ro¢ni Gcetni
zavérce za rok koncici 31. 12. 2007.

4.  INFORMACE O SEGMENTECH

a) Prvotni forméat vykazovani - Gzemni segment

Uzemnf formét vykaznictvi je zaloZen na umistén( aktiv Spoleénosti. Viechna aktiva Spoleénosti jsou umisténa v Ceské republice a proto priméarni Géetni
vykazy obsazené v této zkracené mezitimni Géetni zavérce obsahuji véechny informace pozadované pro prvotni format vykaznictvi informaci o segmentech.

Trzby Gzemniho segmentu na zakladé umisténi sidla zakaznika jsou nasledujici :

Ceské republika Slovenska republika Ostatni Celkem
Obdobi koncici 30. 6. 2008 1528 42 1782 3352
Obdobf konéici 30. 6. 2007 2 766 743 817 4326

Polozka ,Ostatni® zahrnuje vyvozy a sluzby poskytnuté do ostatnich zemi.

b) Druhotny format vykaznictvi - oborovy segment

Prodeje Spolecnosti jsou tvoreny prevazné prodejem tabékovych vyrobkd, a proto Spolecnost vykazuje pouze jeden oborovy segment v druhotném formatu
vykaznictvi. Primarni Gcetni vykazy obsazené v této zkracené mezitimni Gdetni zavérce obsahuji vsechny informace pozadované pro druhotny format
vykaznictvi informaci o segmentech.
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Selected Notes to the Condensed Interim Financial Information

for the half year ended June 30, 2008

1. GENERAL INFORMATION

Philip Morris CR a.s. (“the Company”) is a joint-stock company registered in the Czech Republic and its main business is the production, sale, distribution and
marketing of tobacco products. The Company was incorporated on March 28, 1991 and its registered address is Kutn& 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”).

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

The condensed interim financial information was authorised for issue by the Board of Directors and Supervisory Board on August 27, 2008.

2.  BASIS OF PREPARATION

This condensed interim financial information for the period ended June 30, 2008 has been prepared in accordance with IAS 34, ‘Interim financial reporting’.
The condensed interim financial information should be read in conjunction with the annual financial statements for the year ended December 31, 2007, which
have been prepared in accordance with IFRS.

3. ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the annual financial statements for the year ended December 31, 2007 as described in the annual
financial statements for the year ended December 31, 2007.

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 this condensed interim financial information includes 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
Period ended June 30, 2008 1528 42 1782 3352
Period ended June 30, 2007 2 766 743 817 4 326

Other relates to exports and services provided to other countries.

b) Secondary reporting format — business segment

Substantially, all of the Company’s sales are tobacco products, and therefore the Company only has one reportable business segment under the secondary
reporting format. The primary statements presented in this condensed interim financial information include the information required by the secondary
format of segment reporting.
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5. POZEMKY, BUDOVY A ZARIZENI

Pohyby v oblasti pozemk, budov a zafizenf jsou nésledujici:

Obdobi od 1/2008 do 6/2008

Pozemky, budovy a zafizeni

Zastatkova hodnota k 1. 1. 2008 2183
PrirGistky 103
Vyrazeni -3
Odpisy -177
Zustatkova hodnota k 30. 6. 2008 2 106

Obdobi od 1/2007 do 6/2007

Pozemky, budovy a zafizeni

Zuastatkova hodnota k 1. 1. 2007 2 474
Prirastky 54
Vyrazeni -5
Odpisy -184
Zustatkova hodnota k 30. 6. 2007 2339

Pozemky, budovy a zafizeni klasifikované jako aktiva drzené k prodeji k 30. 6. 2008 byly nésledujici:

Pozemky, budovy a zafizeni

K1. 1. 2008
Porizovaci cena 147
Oprévky a snizeni hodnoty -119
Zustatkova hodnota 28
Obdobi konici 30. 6. 2008
Zuastatkova hodnota k 1. 1. 2008 28
Vyrazeni -28
Koneéna zustatkova hodnota 0
6. ZASOBY

30. 6. 2008 31. 12. 2007
Material 1154 1560
Nedokonéend vyroba 657 202
\lyrobky 3121 1480
Zbozi 278 1479
Celkem 5210 4721
7. POHLEDAVKY Z OBCHODNICH VZTAHU A JINE POHLEDAVKY

30. 6. 2008 31. 12. 2007
Obchodni pohledéavky
Treti strany 1049 5981
Dcefina spolecnost 9 439
Ostatni spriznéné strany 409 56
Obchodni pohledavky 1467 6 476
Ostatni pohledavky
Placené zélohy 23 31
Jiné pohledavky 2 2
Celkem 25 33
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5. PROPERTY PLANT AND EQUIPMENT

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

Six months ended June 30, 2008

Property Plant and Equipment

Opening net carrying amount at January 1, 2008 2183
Additions cost 103
Disposal net carrying amount (3
Depreciation charge (177)
Closing net carrying amount at June 30, 2008 2 106

Six months ended June 30, 2007

Property Plant and Equipment

Opening net carrying amount at January 1, 2007 2 474
Additions cost 54
Disposal net carrying amount (5)
Depreciation charge (184)
Closing net carrying amount at June 30, 2007 2339

PP&E classified as held-for-sale as at June 30, 2008 were as follows:

Property Plant and Equipment

As at January 1, 2008

Cost 147
Accumulated depreciation and impairment (119)
Net carrying amount 28
Period ended June 30, 2008
Opening net carrying amount 28
Disposal net carrying amount (28)
Closing net carrying amount -
6. INVENTORIES

June 30, 2008 December 31, 2007
Materials 1154 1560
Work-in-progress 657 202
Finished goods 3121 1480
Merchandise 278 1479
Total 5210 4721
7. TRADEAND OTHER RECEIVABLES

June 30, 2008 December 31, 2007
Trade receivables:
Third parties 1049 5981
Subsidiary 9 439
Other related parties 409 56
Total 1467 6 476
Other receivables:
Prepayments 23 31
Other receivables 2 2
Total 25 33
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8. OBCHODNI ZAVAZKY A JINE ZAVAZKY

30. 6. 2008 31. 12. 2007
Obchodni a jiné zavazky
Treti strany 269 357
Ostatni spriznéné strany 95 282
Dohadné Gcéty pasivni 75 211
Nevyplacené dividendy 14 12
Celkem 453 862
Nefinanéni zavazky
Zévazky vici zaméstnanclim 53 73
Zéavazky ze sociélniho zabezpedeni a zdravotniho pojisténi 27 32
Prijaté zalohy 3 5
Celkem 83 110
9.  OSTATNI DANOVE ZAVAZKY

30. 6. 2008 31. 12. 2007
Dan z pfidané hodnoty 393 1216
Spotrebni dan 3557 4 057
Ostatni dané 7 14
Celkem 3957 5 287
10. DRUHOVE CLENENi NAKLADU - DOPLNUJICI INFORMACE

30. 6. 2008 30. 6. 2007
Zmeéna stavu zésob hotovych vyrobki a nedokonéené vyroby -221 33
Spotreba materialu a energie 1913 1891
Sluzby 540 660
Néklady na zaméstnance a zaméstnanecké pozitky 356 418
Odpisy a amortizace 181 189
Ostatni 29 -7
Néklady na prodané vyrobky a zbozi, odbytové a administrativni naklady 2798 3184

11. DIVIDENDY NAAKCII

Valné hromada akcion&rd Spole¢nosti schvalila v dubnu 2008 a v dubnu 2007 vyplatu dividend ve vysi 2 416 miliénd K& (880 K& na akcii) a 1 647 milionG

(600 K& na akcii).
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8. TRADEAND OTHER LIABILITIES

June 30, 2008

December 31, 2007

Trade and other financial liabilities

Third parties 269 357
Other related parties 95 282
Accrued expenses 75 211
Dividends payable 14 12
Total 453 862
Other non-financial liabilities

Amounts due to employees 53 73
Social security and health insurance 27 32
Advances received 3 5
Total 83 110

9. OTHER TAX LIABILITIES

June 30, 2008

December 31, 2007

VAT 393 1216
Excise tax 3557 4 057
Other taxes 7 14
Total 3957 5287

10. EXPENSES BY NATURE - ADDITIONAL INFORMATION

June 30, 2008

June 30, 2007

Changes in inventories of FG and WIP (221 33
Raw materials and consumables used 1913 1891
Services 540 660
Employee benefits expense 356 418
Depreciation and amortisation 181 189
Other 29 @
Costs of goods sold, distribution expenses and administrative expenses 2798 3184

11. DIVIDENDS PER SHARE

The dividends approved by the Annual General Meeting in April 2008 and April 2007 were CZK 2 416 million (CZK 880 per share) and CZK 1 647 million

(CZK 600 per share), respectively.
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12. TRANSAKCE SE SPRIZNENYMI STRANAMI

Dne 30. 1. 2008 schvélilo predstavenstvo spolecnosti Altria Group, Inc. vyclenéni 100 % podilu akcii Philip Morris International, Inc. vlastnénych skupinou
Altria ve prospéch akcionard skupiny Altria s G¢innosti od 28. 3. 2008.

Transakce se spriznénymi stranami za obdobi koncici 30. 6. 2007 jsou transakce se spole¢nostmi v rdmci skupiny Altria, zatimco transakce se spriznénymi
stranami za obdobi konéici 30. 6. 2008 jsou transakce se spole¢nostmi v ramci skupiny PMI.
Mezi spiiznénymi stranami byly uskute¢nény nasledujici transakce:

a) Prodej zbozi a sluzeb se spoleénostmi ve skupiné PMI a Altria

30. 6. 2008 30. 6. 2007

Prodej zbozi a materiélu

Dcefinna spolecnost 33 743

Ostatni spriznéné strany 1930 865
Prodej sluzeb

Dcefinna spolecnost 9 0

Ostatni spriznéné strany 28 2
Prefakturace 6 3
Vlynosové droky

Ostatni spriznéné strany 41 40
Total 2047 1653
b) Nakupy zboZi a sluzeb od spoleénosti skupiny PMI a Altria

30. 6. 2008 30. 6. 2007

Né&kup zbozi a materialu

Ostatni spriznéné strany 753 1099
Nakup sluzeb

Ostatni spriznéné strany 169 179
Licen¢ni poplatky placené

Ostatni spriznéné strany 103 204
Urokové néklady

Ostatni spriznéné strany 1 1
Celkem 1025 1483

Dividendy placené spole¢nosti Philip Morris Holland B.V. v ¢&stce 1 874 miliont K& v obdobi kongicim 30. 6. 2008 (2007: 1 278 miliénd Ke).

13.  SMLUVNI A JINE BUDOUCI ZAVAZKY

Spole¢nost neni c¢astna zadnych soudnich, spravnich nebo rozhodcich fizeni, kterd by méla nebo mohla mit vyznamny vliv na finan¢ni situaci Spole¢nosti.

14. NASLEDNE UDALOSTI

Po rozvahovém dni nedoslo k zadnym udalostem, které by mély vyznamny dopad na zkracenou mezitimni Géetni zavérku k 30. 6. 2008.
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12. RELATED PARTY TRANSACTIONS

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.

Transactions with related parties for the period ended June 30, 2007 are transactions with companies within the Altria Group while transactions with
related parties for the period ended June 30, 2008 are transactions with companies within the PMI Group.

The following transactions were carried out with related parties:

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

June 30, 2008 June 30, 2007
Sales of goods and materials
Subsidiary 33 743
Other related parties 1930 865
Sales of services
Subsidiary 9 -
Other related parties 28 2
Recharges 6 3
Interest income
Other related parties 41 40
Total 2 047 1653

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

June 30, 2008

June 30, 2007

Purchases of goods and materials

Other related parties 753 1099
Purchases of services

Other related parties 169 179
Royalties paid

Other related parties 103 204
Interest expense

Other related parties 1 1
Total 1025 1483

Dividends paid to Philip Morris Holland B.V. amounted to CZK 1 874 million in the period ended June 30, 2008 (2007: CZK 1 278 million).

13. 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.

14. SUBSEQUENT EVENTS

No subsequent events have occurred after June 30, 2008 that would have material impact on this condensed interim financial information

at June 30, 2008.
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