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200 let tradice a zkuSenosti,
20 let vyrobktl svétové kvality: retrospektiva predniho vyrobce

200 Years of Tradition and Experience,
20 Years of World-class Products: Leader’s Retrospective

1812

Centrem tabakové vyroby v Cechach se stal
nedlouho predtim zruseny cisterciacky klaster

v Sedlci u Kutné Hory. Tato skute¢nost pfedurdcila
vyznam tovarny v Kutné Hore pro tuzemsky
tabakovy primysl na mnoho dal$ich desetileti.

V listopadu roku 1812 byla zahajena vyroba
dymkového a $hupavého tabaku. Do poloviny

19. stoleti se sortiment rozsifil o dalsi vyrobky,
napfiklad o doutniky (1844).

The recently closed Cistercian monastery in
Sedlec, in Kutna Hora, becomes the central
tobacco production facility in Bohemia. This
established the importance of the Kutna Hora
factory for the domestic tobacco industry for
many decades to come. In November 1812,

the production of pipe tobacco and snuff started
and before the half of the 19th Century new
products were introduced, such as cigars (1844).

1882

Prvni cigarety byly vyrabény ruéné a tovarna

je zacCala dodavat v roce 1882. Ro¢né se jich
vyrobilo pét miliont kusu. Vzrlstajici poptavka si
vyzéadala pfechod na strojovou vyrobu, ktera byla
zahéjena v roce 1896. V roce 1902 se vyrobilo
220 milion( cigaret a o 10 let pozdéji vyroba
doséhla 311 miliond cigaret. Vyssi vykonnost
strojli rovnéz umoznila reagovat na poptavku

po cigaretach v mensich balenich.

The first hand-made cigarettes appeared in 1882,
with an annual production of 5 million units.
However, increasing demand for cigarettes

called for the automation of production and
machine manufacturing was launched in 1896.
Production volumes reached 220 million cigarettes
in 1902 and 311 million cigarettes ten years

later. The higher productivity of machines made

it possible to react to demand for cigarettes

in smaller packages.

1918

Dlouhé tradice tabakového pramyslu je

uréena jeho ekonomickym vyznamem. Vznik
Ceskoslovenska v roce 1918 ved! k zalozeni
Ceskoslovenské tabakové rezie zajistujici novému
statu monopol na vyrobu a prodej tabakovych
vyrobkUl. V roce 1950 byl primysl znarodnén

a preveden pod nové zalozeny narodni podnik
Tabakovy primysl fizeny Ministerstvem
potravinaiského primysilu.

The tobacco industry's long-standing tradition

is determined by its economic importance.

After Czechoslovak independence was declared
in 1918, the Czechoslovak Tobacco Administration
was created, setting up a state monopoly for
production and sale of tobacco products.

The industry’s nationalization in 1950 meant the
end of the Czechoslovak Tobacco Administration,
and the creation of the state-owned company
Tabakovy pramysl under the Ministry of Food
Industry.



Tabakovy patent vydany cisafem Josefem Il. v roce 1783 potvrdil
statni monopol na vyrobu a prodej tabékovych vyrobku a polozil
zaklady statnimu tabakovému priimyslu s Ustfedim ve Vidni.

O dva roky pozdéji byly zalozeny prvni dvé tabakové tovarny

v Cechéach - v Gol&ové Jenikové a v Praze. V roce 1812 dochazi
k jejich slouceni a vyroba je pfestéhovana do prostor byvalého
cisterciackého klastera v Kutné Hofe - Sedlci.

Posledni vyznamny meznik v novodobé historii tovarny
predstavuje rok 1992, kdy vétsinovy podil ve spolecnosti
Tabak, a.s. ziskala spolec¢nost Philip Morris Companies Inc.
V roce 2012 tak slavime dvé vyznamna vyroc¢i: 200 let tradice
vyroby tabakovych vyrobk( v Kutné Hore a 20 leté vyrodi
spoleénosti Philip Morris CR a.s.

1987

The tobacco patent issued by Emperor Joseph Il in 1783
reaffirmed the state’s monopoly in the manufacture and sale

of tobacco products, and laid the foundation for a state-owned
tobacco industry with its headquarters in Vienna. Two years later,
Bohemia's first two tobacco factories were set up simultaneously,
one in Golc¢lv Jenikov and the other in Prague. In 1812, the two
facilities merged and production was moved to the premises of the
former Cistercian monastery in Kutna Hora - Sedlec.

The most recent milestone in the factory’s modern history was in
1992, when Philip Morris Companies Inc. acquired the majority
ownership of Tabéak, a.s. In 2012, we are thus celebrating two
important anniversaries: the 200-year tradition of tobacco production
in Kutna Hora, and the 20th anniversary of Philip Morris CR a.s.

1992 2012

200
I G
TABAK a.s.

V Sedesatych letech se v kutnohorské tovarné
uskutecnila vyrazna obména vyrobk(. Rok 1963
prinesl zasadni inovaci - zahajeni vyroby cigaret
s filtrem. Slo predevsim o snahu udrzet krok se
svétovym trendem a ménicimi se pozadavky
dospélych kurakU. Vyroba cigaret s filtrem si
vyzadala zavedeni novych technologii a nédkup
fady zahrani¢nich strojl. Kratké, dlouhé

a ,king size" cigarety s filtrem tvofily na zacatku
sedmdesatych let uz pfevaznou cast vyroby.

During the 1960s, significant changes occurred in
the range of products manufactured at the Kutna
Hora plant. In 19683, an important innovation took
place - the production of the first filter cigarettes.
This was primarily an effort to meet global trends
and changing preferences of adult smokers.

The production of filter cigarettes required the
implementation of new technologies and the
purchase of a number of machines from abroad.
At the beginning of the 1970s, short, long and
,king-size* filter cigarettes became predominant.

V lednu 1987 zéstupci Philip Morris Companies Inc.
a Ceskoslovenského tabakového primyslu Kutna
Hora podepsali licenéni dohodu o vyrobé znacky
Marlboro, ktera byla prvnim produktem vyrabénym
v licenci v tovarné v Kutné Horfe. Nova znacka
doséhla nejen velkého Uspéchu na trhu, ale
licenéni smlouva rovnéz predstavovala jedine¢nou
prileZitost ke zdokonaleni vyrobniho procesu

v tovarné v Kutné Hofe obohacenim o odborné
znalosti technologickych procest spole¢nosti
Philip Morris Companies Inc.

In January 1987, representatives of Philip Morris
Companies Inc. and Ceskoslovensky tabakovy

pramysl Kutna Hora signed a licensing agreement
for the production of Marlboro, which became the

first international cigarette brand manufactured

in the Kutna Hora factory. The brand not only
achieved rapid success, but the licensing
agreement was also a tremendous opportunity

to leverage other Philip Morris Companies Inc.
factories’ technologies and know-how to enhance
local manufacturing processes.

V roce 1992 Ceskoslovenska federalni vidda oznamila
zamér privatizovat tabakovy pramysl. Vybérové fizeni
vyhrala spole¢nost Philip Morris Companies Inc.

a ziskala vétsinovy podil ve statnim podniku

Tabak, a.s. Nakup akcii a investice v celkové hodnoté
presahuijici 420 milion(l dolarti predstavovaly druhou
nejvétsi zahraniéni investici v Ceskoslovensku

v 90. letech minulého stoleti a soucasné nejvétsi
americkou investici ve stfedni Evropé. Kutnohorsky
provoz byl od privatizace opakované modernizovan
a rozSifovan a pro dalsi generace byly zachranény
historické objekty byvalého klastera.

In 1992, the Czechoslovak Federal Government
announced its intention to privatize the tobacco
industry. Philip Morris Companies Inc. won

the bidding process and acquired the majority
ownership of Tabék, a.s., with direct investments
and share purchases exceeding 420 million
dollars. This represented the second largest foreign
investment in Czechoslovakia during the 1990s
and, at the same time, the largest US investment in
Central Europe. Since the privatization, the Kutna
Hora manufacturing facility has been continuously
modernized and expanded, while preserving the
historical buildings of the former monastery for
future generations.
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20 let
Philip Morris CR a.s.
20 Years of

Philip Morris CR a.s.

V roce 1992 v rdmci privatizacniho procesu ¢eskoslovenské

ekonomiky ziskala spole¢nost Philip Morris Companies Inc. vétsinovy

podil ve spole¢nosti Tabék, a.s., ktera se pozdéji prejmenovala

na Philip Morris CR a.s. V uplynulych dvaceti letech nase spoleénost rozvijela
vyjimecéné dédictvi tabakové vyroby a vybudovala si konkurenceschopné
postaveni na liberalizovaném domécim i mezinarodnim trhu.

Vyznamnymi investicemi do zlepseni kvality vyrobkl a programd rozvoje
znacek jsme podporovali a rozvijeli nase tradiéni lokalni znacky. A rovnéz
jsme dale stavéli na potencialu zna¢ek Philip Morris International Inc.
Soucasné portfolio spolednosti Philip Morris CR a.s. pokryva véechny kligové
segmenty, od svétové jednicky Marlboro po nejprodavanéjsi znacku cigaret
v Ceské republice Red & White.

Realizovali jsme znac¢né investice do pripravny tabakovych smési

a do vyrobnich a balicich linek. Nase tovarna v Kutné Hore, ktera je
dnes jedinou tovarnou vyrabéjici tabakové vyrobky v Ceskeé republice,
zaznamenala narlst své rocni vyrobni kapacity z 6,5 miliard cigaret

v roce 1992 na soucasnych 40 miliard.

Modernizace a expanze vyroby v Kutné Hore si vyZzadala vytvofeni novych
pracovnich mist. Pocet zaméstnanct v tovarné tak vzrostl z 595 v roce 1992
na témér 800 v roce 2011. Nase spolecnost je v soucasné dobé jednim

z nejvétsich zaméstnavatel(l ve Stredoceském kraji.

Toto je jen nékolik prikladl. Na strankach nasi vyroc¢ni zpravy bychom
Vam radi priblizili cestu, kterou spoleénost Philip Morris CR a.s. urazila
za uplynulych dvacet let, aby se pfipravila na vyzvy a ptilezitosti, které ji
Cekaji v blizici se treti dekade.

LIy /jy/ //:’/l
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1992

In 1992, as part of the privatization process of the Czechoslovak
Federation’s economy, Philip Morris Companies Inc. acquired the majority
ownership of Tabak, a.s., which later became Philip Morris CR a.s. Over the
past 20 years, our company has built on its remarkable local heritage and
developed its local as well as international competitiveness.

We have developed and supported our local heritage brands, investing
heavily into product quality and brand development programs. We have
also leveraged the potential of Philip Morris International Inc. brands.
The current Philip Morris CR a.s. portfolio covers all key segments, from
the worldwide leader Marlboro to the best-selling cigarette brand in the
country Red & White.

We have made major investments in tobacco leaf processing as well as
cigarette making and packaging equipment. Our Kutna Hora factory,

which is today the sole tobacco product manufacturing facility in the

Czech Republic, has seen its annual capacity grow from 6.5 billion cigarettes
in 1992 to 40 billion today.

The modernization and expansion of manufacturing operations in Kutna
Hora called for the creation of new jobs. The number of employees in
the factory rose from 595 in 1992 to almost 800 in 2011. Our company is
currently one of the largest employers in the Central Bohemia region.

These are just a few examples. In this anniversary annual report we would
like to walk you through the road that Philip Morris CR a.s. has travelled
to ensure it is ready for the upcoming challenges and opportunities as its
third decade dawns.
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Consolidated Highlights (in CZK million)

Obdobi konéici 2011 2010 Zména Period ended 2011 2010 Change
31. prosince v % December 31 in %
Trzby bez spotfebni dané 12 155 11 402 6,6 Revenues, net of excise tax 12 155 11 402 6.6
a DPH and VAT

Provozni zisk® 3 146 2946 6,8 Profit from operations’ 3 146 2946 6.8
Zisk pred zdanénim 3 166 2975 6,4 Pre-tax income 3 166 2975 6.4
Zisk po zdanéni 2 541 2 390 6,3 Net income 2 541 2 390 6.3
Zisk na akcii (v K&) 926 870 Earnings per share (in CZK) 926 870

Odbyt podle segmentu (v milionech ekvivalentnich jednotek)?

Shipments per Segment (in million units’ equivalent)?

Ceska republika 9 347 10 101
Slovenska republika 3 698 3804
Vyvoz 15 659 13 885
Celkem 28 703 27 791

-7,5
-2,8
12,8

3,3

Czech Republic 9 347 10 101
Slovakia 3698 3804
Exports 15 659 13 885
Total 28 703 27 791

" Prijaté uroky ve vysi 20 miliont K¢ (2010: 29 miliont K&) byly preklasifikovany do finanénich

vynosu.

2 Odbyt véetné ostatnich tabakovych produktl jako jsou cigarillos a tabak pro ruéni vyrobu cigaret

0,75g = 1 cigareta.

"Interest income of CZK 20 million (2010: CZK 29 million) was reclassified to financial income.
2 Shipments include other tobacco products such as cigarillos and make-your-own cigarettes

0.75 g = 1 cigarette.



Produktove portfolio
Product Portfolio

Po uplynulych 20 letech spolec¢nosti Philip Morris CR a.s.

a Philip Morris Slovakia s.r.o. nabizely silné a riznorodé
portfolio sloZzené z tradi¢nich lokalnich i mezinarodnich
znacek, které vzdy vychazely vstfic vyvijejicim se preferencim
dospélych kuréku. V roce 2011 nase portfolio zahrnovalo osm
znadek v Ceské republice a sedm na Slovensku.

Philip Morris CR a.s. i Philip Morris Slovakia s.r.0. rovnéz
prodavaji znacku RGD, které je souc¢asti dlouhodobé
strategické spoluprace mezi Philip Morris International Inc.
a Cinskou narodni tabakovou spoleénosti. (,CNTC)

Koureni
muaze zabijet

* GOLDEN TOBACCUS

!

wotnictvi varuie

Kouren
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ve Vasem okoli

FILTER CIGARETTES nisterstvo zdravotnictvi varuje:
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Over the past 20 years, Philip Morris CR a.s. and
Philip Morris Slovakia s.r.o. have consistently offered a .‘.' -4
strong and diverse brand portfolio, combining local heritage

and international brands, which have always met the

evolving preferences of adult smokers. In 2011, our portfolio

comprised eight brands in the Czech Republic and seven in
Slovakia. a [‘ ﬂ ]I[l

Philip Morris CR a.s. and Philip Morris Slovakia s.r.0. also Ministerstvo zdravolnictvi varse
distribute RGD as part of the long-term strategic cooperation

between Philip Morris International Inc. and the China I~ ni
National Tobacco Corporation (“CNTC”). Koure

muze zabijet
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Zprava predstavenstva

Report of the Board of Directors

Spoleénost Philip Morris CR a.s. je prednim vyrobcem a prodejcem
tabakovych vyrobk(i v Ceské republice. Dospélym zakaznikiim
nabizi oblibené mezinarodni a doméaci znacky cigaret, jako jsou
Marlboro, L&M, Red & White, Philip Morris, Petra a Sparta, ve vice
nez padesati variantach v rdznych cenovych urovnich.

Philip Morris CR as. je spole&nosti ve skupin& Philip Morris
International Inc. (,PMI*). Philip Morris CR a.s. vlastni 99%
obchodni podil v dcefiné spole¢nosti Philip Morris Slovakia s.r.o.,
ktera je registrovana ve Slovenské republice.

Tato zprava vychazi zejména z konsolidované Ucetni zavérky
spole&nosti Philip Morris CRas. a Philip Morris Slovakia s.r.o.

za Ucetni obdobi 2011, ktera byla sestavena v souladu

s Mezinarodnimi standardy Ucetniho vykaznictvi ve znéni prijatém
Evropskou unii (,IFRS*).

Konsolidované finan¢ni vysledky

Konsolidované trzby v tuzemsku bez spotfebni dané

a DPH se v porovnani s predchozim rokem zvysily o 6,6 %

na 12,2 miliardy K¢, a to zejména v dlsledku ptiznivého vyvoje
cen v Ceské republice a Slovenské republice a vy$§im objemem
vyvozu ostatnim spole¢nostem PMI. Tento nardst byl ¢astecné
eliminovan poklesem objemu prodejt a zvySenym podilem

Philip Morris CR as. 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, L&M, Red & White, Philip Morris, Petra and Sparta
in more than 50 variants across different 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.

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 as adopted
by the European Union (“IFRS”).

Consolidated Financial Results

Consolidated revenues, net of excise tax and VAT,

of CZK 12.2 billion increased by 6.6% versus the prior year
driven primarily by favourable pricing in the Czech Republic and
Slovakia and by higher exports to other PMI affiliates, partially
offset by unfavourable volume/mix in the Czech Republic and
Slovakia and unfavourable currency of CZK 0.2 billion. Excluding



Philip Morris CR a.s.

levné&jsich znadek v Ceské republice a Slovenské republice

a nepriznivym vyvojem ménového kurzu ve vysi 0,2 miliardy K&. PFi
vylouceni vlivu ménového kurzu se trzby v porovnani s pfedchozim
rokem zvysily o 8,2 %.

Zisk z provozni ¢innosti se v porovnani s pfedchozim rokem

zvysil 0 6,8% na 3,1 miliardy K¢, a to zejména v dasledku
priznivého vyvoje cen. Tento narlst byl ¢astecné eliminovan
poklesem objemu prodejl a zvySenym podilem levnéjSich znacek
v Ceské republice a nepfiznivym vyvojem ménového kurzu

ve vySi 18 milion K&. Pfi vylouceni vlivu ménového kurzu se zisk
z provozni ¢innosti v porovnani s pfedchozim rokem zvysil o 7,4 %.

Zisk pred zdanénim se v porovnani s predchozim rokem zvysil
0 6,4% na 3,2 miliardy K¢&. Tento néartst byl ¢asteéné eliminovan
mimo vyse uvedenych divod( také nizsimi vynosovymi Uroky.

Cisty zisk po zdanéni vzrostl 0 6,3% na 2,5 miliardy K&. Tento
nardst byl ¢aste¢né eliminovan, mimo vyse uvedenych ddavodu,
také vySsi dani z prijma.

e e T
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the impact of currency, net revenues increased by 8.2% versus
the prior year.

Profit from operations increased by 6.8% versus the prior year

to CZK 3.1 billion driven by favourable pricing, partially offset

by unfavourable volume/mix in the Czech Republic and currency
of CZK 18 million. Excluding the impact of currency, profit from
operations increased by 7.4% versus the prior year.

Pre-tax income increased by 6.4% versus the prior year to
CZK 3.2 billion reflecting, in addition to the items noted above,
lower interest income.

Net income increased by 6.3% to CZK 2.5 billion reflecting the
items noted above, partially offset by higher income tax expense.

Marlboro Core Flavor / Marlboro Gold Touch

Znacky Marlboro Core Flavor a Marlboro Gold Touch jsme
uvedli na trh v Ceské republice v dubnu 2011. Jejich provedeni
v tenci cigareté a stylové a elegantni prezentaci bylo peclivé
navrzeno s cilem poskytovat dospélym kurakim zaZitek
nejvyssi kvality Marlboro.

Nové vyrobky jsou dal$im projevem inovativniho charakteru
prémiové legendarni znacky. Spolecné si rychle ziskaly oblibu
a prispély k rastu podilu Marlboro na ¢eském trhu v roce 2011.

Novinka
New

Making their debut in the Czech Republic in April 2011,
Marlboro Core Flavor and Marlboro Gold Touch were carefully
designed to provide adult smokers with the highest quality
Marlboro smoking experience in a slightly slimmer cigarette
and a stylish and elegant presentation.

These new products are another expression of the innovative
character of the premium segment'’s iconic brand. Combined,
they have quickly gained strong momentum in the Czech
market and contributed to Marlboro’s overall market share
growth for the full year 2011.

5
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Podnikani v Ceské republice

TrZby v tuzemsku bez spotifebni dané a DPH se zvysily

v porovnani s predchozim rokem o 2,0% na 5,6 miliardy K¢,
zejména z ddvodu priznivého vyvoje cen ve vysi 0,5 miliardy K¢.
Tento narlst byl zplsoben zvySenim prodejnich cen spole¢nosti
Philip Morris CRas. vroce 2010 a v prvnim pololeti roku 2011
a byl ¢aste¢né eliminovan nizsim objemem prodejd a zvySenym
podilem levnéjSich znacek na celkovych prodejich ve vysi

0,4 miliardy K¢.

Podle odhad(i spole&nosti Philip Morris CR a.s. byl v roce 2011
celkovy trh cigaret v Ceské republice v porovnani s pfedchozim
rokem v podstaté stabilni na Grovni 21,1 miliardy kusa.

Podle maloobchodniho prizkumu agentury A.C. Nielsen® poklesl
trzni podil spoleénosti Philip Morris CR a.s. v Ceské republice

0 2,9 procentniho bodu z 54,5% v roce 2010 na 51,6 % v roce
2011. Tento pokles byl zplsoben pfedevsim pokradéujicim
poklesem trzniho podilu u mistnich znacek v levném cenovém
segmentu, a byl ¢astecné kompenzovan narlistem podilu znacek
Red & White a Marlboro. Znacka Marlboro byla podporena
uvedenim svych novych variant Marlboro Core Flavor a Marlboro
Gold Touch v dubnu 2011.

Objem doméciho odbytu spoleénosti Philip Morris CR a.s. se sniZil
v porovnani s pfedchozim rokem o 7,5% na 9,3 miliardy kust, coz

bylo zplsobeno nizsim trznim podilem, jak je uvedeno vyse.

‘ Trzni podil v Ceské republice (%)3
Market share in the Czech Republic (%)3

-2,9pp

Meziro€ni zména
Variance vs. prior year

3 Trzni podil v Ceské republice byl v roce 2010 upraven z diivodt zmén v maloobchodnim
panelu, ve kterém agentura A.C. Nielsen provadi vyzkum.

32010 market share in the Czech Republic was restated due to changes in A.C. Nielsen's
retail audit panel.

Business in the Czech Republic

Domestic revenues, net of excise tax and VAT, increased by

2.0% to CZK 5.6 billion versus the prior year, driven primarily by
favourable pricing of CZK 0.5 billion reflecting the impact of price
increases implemented by Philip Morris CR a.s. in 2010 and in
the first half of 2011, partially offset by unfavourable volume/mix
of CZK 0.4 billion.

According to Philip Morris CR a.s. estimates, the total cigarette
market in the Czech Republic was essentially flat in 2011
at 21.1 billion units versus the prior year.

According to retail audit research conducted by A.C. Nielsen?®,
the market share of Philip Morris CR a.s. in the Czech Republic
declined by 2.9 share points from 54.5% in 2010 to 51.6% in 2011.
This reflected continued share declines for lower-priced local
brands, partially offset by higher shares for Red & White and for
Marlboro, benefiting from the April 2011 launch of Marlboro Core
Flavor and Mariboro Gold Touch.

The Czech domestic shipments of Philip Morris CR a.s. decreased
by 7.5% to 9.3 billion units versus the prior year, reflecting the
lower market share as described above.

54,5
51,6
7,4
7,6
Prémiovy segment
19,7 Premium segment
18,0
Stfedni segment
Medium segment
Levny segment
26,0 Low segment
Zdroj A.C. Nielsen (trzni podil)
Philip Morris CR a.s. (cenova segmentace)
Source: A.C. Nielsen (market share)
2010 2011 Philip Morris CR a.s. (price segmentation)



Ekonomicke vysledky
Economic Presence
and Performance

Philip Morris CR a.s. od po&atku &elila rychlym zménam trhu a celkového
ekonomického prostredi spojenymi s nastupem liberalizace ¢eskoslovenského
hospodarstvi a se vstupem do Evropské unie. Schopnost rychle reagovat

na takové zmény pfijimanim odpovidajicich rozhodnuti v oblasti financi,
marketingu a vyroby byla zékladnim predpokladem naseho Uspéchu.

V z&fi 1994 byla v tovarné Kutné Hore uvedena do provozu zcela nova
pripravna tabakové smési s nejmodernéjsimi technologiemi. Otevieni nového
vyrobniho a baliciho Useku vyroby o rok pozdéji zaradilo Kutnou Horu po bok
prednich svétovych tovaren na tabakové vyrobky. BEhem nékolika let byla

do modernizace budov, sluzeb i vyrobniho zafizeni investovana ¢astka blizici

se trem miliardam c¢eskych korun.

Od té doby v modernizaci vyrobniho zavodu neustale pokracujeme.

V roce 2010 jsme dokoncili nasi posledni velkou investici dosahuijici

750 miliont Geskych korun, kterd nam umoznila zvysit rocni kapacitu vyroby
disponujeme jednou z nejvice flexibilnich a nejlépe vybavenych tovaren v ramci
Philip Morris International Inc. schopnou zasobovat impozantni pocet trh:

v roce 2011 jsme dodavali vyrobky pro celkem 55 trhi oproti pouze 3 trhdm
pred dvaceti lety.

Béhem své moderni historie si Philip Morris CR a.s. dokazala udrzet vedouci
postaveni na ¢eském trhu, posilila ekonomické vazby na ¢eské hospodarstvi
a plné vyuzila exportni prileZitosti. Vysledky nasi vit€zné obchodni strategie
jsou ztélesnény v nadprimérnych odménach nasim akcionariim, dosahuijicich
silnych ziskU na akcii a hodnoty dividend.

Poéet zasobovanych trhi z vyroby
nasi tovarny v Kutné Hore.

[ﬁﬂu. .ﬁ’.‘;'-':l:tcf
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Number of markets supplied [ EmbLT

by our Kutna Hora factory. |

+252%

Zména oproti roku 1992
Variance vs. 1992

Zisk na akcii (©sK)
Earnings per share
1992 2011

Since the beginning, Philip Morris CR a.s. has experienced rapid changes
in the market and in the economic environment, connected with the fast-
paced liberalization of the Czechoslovak economy and the accession to the
European Union. The ability to respond to such changes quickly by taking
the appropriate financing, marketing and manufacturing decisions has been
of paramount importance for our success.

In September 1994, a new state-of-the-art tobacco leaf processing facility
was inaugurated at our Kutna Hora factory. One year later, the new cigarette
making and packaging unit was also ready and brought the site to the
international forefront of tobacco manufacturing factories. In just a few years,
close to three billion Czech crowns were invested to upgrade buildings, plant
services and manufacturing equipment.

Since then, we have continuously upgraded our manufacturing facilities.

In 2010, our last investment project, totaling 750 million Czech crowns,
allowed us to boost the factory’s annual capacity from 30 to 40 billion
cigarettes. More importantly, we now have one of the most sophisticated and
flexible Philip Morris International Inc. factories with the ability to supply an
impressive number of markets: 55 in 2011 compared to only three twenty
years ago.

Throughout its modern history, Philip Morris CR a.s. has maintained its
leadership in the Czech market, strengthened its economic ties with the
Czech economy, and fully capitalized on its export opportunities. As a result
of our winning business strategy, we have continuously delivered superior
returns to our shareholders, achieving strong earnings per share and
dividend yields.
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V ramci spoluprace mezi spole¢nostmi PMI a China National
Tobacco Corporation (,CNTC”) spoleénost Philip Morris CR a.s.
distribuuje a prodava v Ceské republice vedle znadek PMI

i ¢inskou znac¢ku cigaret RGD. Objem prodeje RGD neni zahrnut
ve vykazovaném objemu prodeje spoleénosti Philip Morris CR a.s.
ani ve vykazovaném trznim podilu.

Podnikani na Slovensku

Trzby spole¢nosti Philip Morris Slovakia s.r.o. bez spotfebni dané
a DPH se v mistni méné sniZily v porovnani s pfedchozim rokem

0 0,4% na 77,4 miliond eur. Tento pokles byl zplisoben zejména
niz&§im objemem prodeju a vyssim podilem levnéjsich znacek

ve vySi 4,6 miliond eur, coz odrazi nartst cen vyrobk( spoleénosti
Philip Morris Slovakia s.r.o. v roce 2011 z divodu zvySeni spotiebni
dané a DPH. Tento pokles byl ¢astecné eliminovan pfiznivym
vyvojem cen cigaret ve vysi 4,4 miliond eur.

Podle odhadl spolec¢nosti Philip Morris Slovakia s.r.o. poklesl
celkovy trh cigaret ve Slovenské republice v porovnani

s pfedchozim rokem o 1,5% na 7,4 miliardy kusa cigaret. Tento
pokles byl zplsoben zejména zvysenim prodejnych cen v prabéhu
roku 2011 v ddsledku zvyseni spotfebni dané k 1. 2. 2011.

Podle maloobchodniho priizkumu agentury A.C. Nielsen* se
trzni podil spole¢nosti Philip Morris Slovakia s.r.o. na Slovensku
snizil 0 0,6 procentniho bodu z 50,6 % v roce 2010 na 50,0%

v roce 2011. Tento pokles byl zplsoben predevsim poklesem
trzniho podilu u mistnich tradi¢nich znacek a také pfechodem
spotrebitell na levnéjsi konkurencéni znacky. Tento pokles byl
¢astecné eliminovan nardstem podilu znacky L&M, ktera se stala
v srpnu 2011 nejprodavanéjsi znackou na trhu.

Trzni podil ve Slovenské republice (%)*
Market share in the Slovak Republic (%)*

-0,6 pp

Meziro¢ni zména
Variance vs. prior year

* Podil jednotlivych cenovych segmentt byl pro rok 2010 upraven z divodu zmén prodejnich cen
na trhu po zvySeni spotfebni dané v roce 2011.

42010 segment shares were restated due to price changes in the market following the 2011 excise
tax increase.

In addition to PMI brands, as part of the cooperation between
PMI and the China National Tobacco Corporation ("CNTC"),
Philip Morris CR a.s. continues to distribute and sell a Chinese
brand RGD in the Czech Republic. Shipments of RGD are neither
in Philip Morris CR a.s. reported shipment volume nor in the
reported market shares.

Business in Slovakia

Philip Morris Slovakia s.r.o. revenues, net of excise tax and VAT,
decreased by 0.4% to EUR 77.4 million versus the prior year in
local currency terms, mainly due to unfavourable volume/mix
of EUR 4.6 million reflecting the impact of the tax-driven price
increases implemented by Philip Morris Slovakia s.r.o. in 2011,
partially offset by favourable pricing of EUR 4.4 million.

According to Philip Morris Slovakia s.r.o0. estimates, the total
cigarette market in Slovakia was down by 1.5% to 7.4 billion
units versus the prior year, mainly due to the excise tax increase
effective as of February 1, 2011, which was reflected in selling
prices during 2011.

According to retail audit research conducted by A.C. Nielsen?,

the market share of Philip Morris Slovakia s.r.o. in Slovakia
declined by 0.6 share points from 50.6% in 2010 to 50.0% in 2011.
This primarily reflected share declines of local heritage brands

of Philip Morris Slovakia s.r.o. as well as consumer down-trading
to competitive low-price brands, partially offset by the strong
performance of L&M, which became the market’s best-selling
brand in August 2011.

50,6
’ 50,0
17,1
' 15,2
Prémiovy segment
Premium segment
77 Stfedni segment
7 8 3 Medium segment
)
o 27,1
’ Levny segment
Low segment
Zdroj:  A.C. Nielsen (trZni podil)
Philip Morris Slovakia s.r.o. (cenova segmentace)
Source: A.C. Nielsen (market share)
2010 2011 Philip Morris Slovakia s.r.o. (price segmentation)



Philip Morris CR a.s.

Objem domaciho odbytu spole¢nosti Philip Morris Slovakia s.r.o.
se v porovnani s predchozim rokem snizil 0 2,8 % na 3,7 miliardy
kusl. Tento pokles byl zptsoben celkovym poklesem trhu a nizsim
trznim podilem, jak je uvedeno vyse.

V rémci spoluprace mezi spole¢nostmi PMI a CNTC pokracéuje
Philip Morris Slovakia s.r.o. v distribuci a prodeji ¢inské znacky
cigaret RGD na slovenském trhu vedle znacek PMI. Objem
prodeje RGD neni zahrnut ve vykazovaném objemu prodeje
Philip Morris Slovakia s.r.o. ani ve vykazovaném trznim podilu.

Vyvoz

Celkové trzby z vyvozu se v porovnani s predchozim rokem zvysily
0 19,9% na 4,6 miliardy K¢&. Tento nardst byl zplsoben zejména
vys$Sim prodejem cigaret a ostatnich tabakovych produktl jinym
spoleénostem PMI. Pfi vylouéeni vlivu ménového kurzu se celkové
trzby z vyvozu zvysily v porovnani s pfedchozim rokem o 23,3 %.
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Kouteni
Muze zabijet

Nejprodavanéjsi znac
No. 1 brand in the Czech Republic

Red & White
Cislo 1 v CR / No. 1 in the Czech Republic

S pfechodem dospélych kurakl k levnéjsim znackam levny segment
v roce 2011 rostl. Nase znacka Red & White Uspésné konkurovala a byla

nejprodavanéjsi cigaretovou znackou ve vysoce konkurenénim levném
segmentu i na celém trhu.

In 2011, the low price segment grew as a result of adult smokers out-switching to
lower-priced brands. Our Red & White brand successfully competed and became
the best-selling cigarette brand in the highly competitive low price segment and in
the overall market.

Vyroéni zprava 2011 Annual Report 2011 | 9

The shipments of Philip Morris Slovakia s.r.o. decreased by 2.8%
to 3.7 billion units versus the prior year, reflecting the lower total
market and market share as described above.

In addition to PMI brands, as part of the cooperation between
PMI and CNTC, Philip Morris Slovakia s.r.o. continues to distribute
and sell a Chinese brand RGD in Slovakia. Shipments of RGD are
neither in Philip Morris Slovakia s.r.o. reported shipment volume
nor in the reported market shares.

Exports

Export revenues increased by 19.9% to CZK 4.6 billion versus
the prior year driven primarily by higher shipments of cigarettes
and other tobacco products to other PMI affiliates. Excluding the
impact of currency, export revenues increased by 23.3% versus
the prior year.

L&M
Cislo 1 v SR / No. 1 in Slovakia

Nase znacka L&M na Slovensku pokracovala ve svém silném rdstu

a v srpnu 2011 se stala nejprodavanéjsi znackou na trhu. Vysoka kvalita
a jemna chut za prijatelnou cenu silné pfispély k jejimu drtivému Uspéchu
u dospélych kurakd.
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Our brand L&M in Slovakia continued its strong growth and in August 2011
became the market’s best-selling cigarette brand. High quality and smooth taste
at an affordable price strongly contributed to its overwhelming success among
adult smokers.
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Vyhled

Podle smérnice Rady 2011/64/EU o strukture a sazbach spotfebni
dané z tabakovych vyrobkd, které kodifikuje zmény zavedené
smérnici rady 2010/12/EU®, musi byt spotfebni dan na tabakové
vyrobky v ¢lenskych zemich EU od 1. 1. 2014 v souladu s novymi
pozadavky, v€etné minimalni vySe spotfebni dané 90 eur

na 1 000 kusU cigaret bez ohledu na prodejni cenu. V ramci
transpozice téchto pozadavk( do narodni legislativy® nabyla
ucinnosti dne 1. 1. 2012 novéa sazba spotfebni dané z tabakovych
vyrobkU. Pevna ¢ast byla zvySena o 50K¢ na 1 120K¢e

na 1 000 kusu cigaret a minimalni spotfebni dan byla zvySena

0 90K¢ na 2 100K¢ na 1 000 kusU cigaret. Dalsi zvyseni spotiebni
dané z tabakovych vyrobk( se ocekava od 1. 1. 2014, a to

v zavislosti na kurzu ¢eské koruny k euru platném v dané dobé”.

Za UcCelem spInéni vySe uvedené minimalni vySe spotfebni dané
90 eur na 1 000 kusU cigaret dne 1. 1. 2012 nabyla na Slovensku
ucinnosti novela zakona €. 106/2004 Z.z. o spotfebni dani

z tabakovych vyrobkd, ve znéni pozdéjsSich predpis(, publikovana
ve sbirce zakon( jako zakon ¢. 546/2011 Z.z8, ktera rozdélila
zvyseni spotfebni dané do dvou kroku. Nasledné se od 1. 2. 2012
zvySila minimalni spotfebni dan na 88,50 eur na 1 000 kusU
cigaret a pevna (specificka) ¢ast se zvysila na 58 eur

na 1 000 kust cigaret. V druhém kroku se minimalni spotfebni

Zdanéni cigaret v Ceské republice

(v eurech na 1000 cigaret)’

Cigarette taxation in the Czech Republic
(in EUR per 1000 cigarettes) '

84,4

+5,6 eur

2012 2014

Minimalni vy$e zdanéni cigaret dle EU od 1. 1. 2014.
' EU minimum excise tax yield valid from January 1, 2014.

Outlook

Pursuant to the EU Tobacco Tax Directive 2011/64/EU, which
codifies the changes introduced by Council Directive
2010/12/EU®, from January 1, 2014, the excise tax on tobacco
products in EU Member States must align with the new
requirements, including the minimum excise tax yield

of EUR 90 per 1 000 cigarettes on all cigarettes. As part of the
transposition of these requirements into local legislation®, new
excise tax rates for tobacco products entered into force in the
Czech Republic as of January 1, 2012. The specific component
was increased by CZK 50 to CZK 1120 per 1 000 cigarettes
and the minimum excise tax was increased by CZK 90 to

CZK 2 100 per 1 000 cigarettes. A further increase of the excise
tax on tobacco products is expected as of January 1, 2014 and
will depend on the then effective EUR/CZK exchange rate’.

In Slovakia, Amendment to Act no. 106/2004 Coll., on Tobacco
Excise Tax, as amended, published in the Collection of laws as
Act no. 546/20118 to meet the above-mentioned minimum EU
excise tax yield of EUR 90 per 1 000 cigarettes entered into force
on January 1, 2012, dividing the excise tax increase originally
planned for 2013 into two steps. Consequently, as of February

1, 2012, the minimum excise tax increased to EUR 88.50 per

1 000 cigarettes and the specific component increased to EUR 58

Zdanéni cigaret ve Slovenské republice
(v eurech na 1000 cigaret)’

Cigarette taxation in the Slovak Republic
(in EUR per 1000 cigarettes)’

88,5

+1,5eur

2012 2014

! Minimalni vy$e zdanéni cigaret dle EU od 1. 1. 2014
T EU minimum excise tax yield valid from January 1, 2014

5 Smérnice Rady 2011/64/EU ze dne 21. Cervna 2011 o struktufe a sazbach spotiebni dané
z tabakovych vyrobkl a smérnice Rady 2010/12/EU ze dne 16. inora 2010, kterou se méni smérnice
92/79/EHS, 92/80/EHS a 95/59/ES o struktufe a sazbach spotfebni dané z tabakovych vyrobku
a smérnice 2008/118/ES.

6 Zakon ¢. 95/2011 Sb. ze dne 17. biezna 2011, kterym se méni zakon ¢&. 353/2003 Sb., o spotiebnich
danich, ve znéni pozdéjsich predpist, a zakon ¢. 61/1997 Sb., o lihu a 0 zméné a doplnéni zakona
¢. 455/1991 Sb., o Zivnostenském podnikani (zivnostensky zakon), ve znéni pozdéjsich pfedpist,

a zakona Ceské narodni rady &. 587/1992 Sb., o spotiebnich danich, ve znéni pozdéjsich predpisti
(zakon o lihu), ve znéni pozdéjsich pfedpisu.

7 Clanek 18, odst. 1 smérnice 2011/64/EU.

8 Zakon ¢. 546/2011 Z.z., kterym se méni a doplfiiuje zakon ¢. 98/2004 Z .z., o spotfebni dani
z minerélnich olejt, ve znéni pozdéjsich pfedpist a kterym se méni a dopliuji nékteré zakony.

5 Council Directive 2011/64/EU of 21 June 2011 on the structure and rates of excise duty applied
to manufactured tobacco (codification) and Council Directive 2010/12/EU of 16 February 2010
amending Directives 92/79/EEC, 92/80/EEC and 95/59/EC on the structure and rates of excise
duty applied on manufactured tobacco and Directive 2008/118/EC.

¢ Act no. 95/2011 Coll. of 17 March 2011 amending Act no. 353/2003 Coll. on excise taxes, as
amended and Act no. 61/1997 Coll. on alcohol and on the amendment and supplementation of Act
no. 455/1991 Coll. on trade licenses (trade licenses act), as amended and Act of the Czech National
Council no. 587/1992 Coll. on excise taxes, as amended (act on alcohol), as amended

7 Article 18, par. 1 of Council Directive 2011/64/EU.

# Act no. 546/2011 Coll. amending Act no. 98/2004 Coll. on the mineral oils tax, as amended and
certain other laws.



Vyrobky nejvyssi
kvality

Premium Quality
Products

Kvalita nasich cigaret je vysledkem peclivého vybéru tabaku, presného
dodrzovani vyrobnich postupt a zarucuje tak nezameénitelnou chut
cigaret ocenovanou dospélymi kuraky po celém svété. Vyrobni proces
je kontrolovan v kazdém kroku. MéFi se vihkost a teplota pofezanych
tabakovych smési, sleduje se hmotnost cigaret a bezchybné spojeni
tabakového provazce s filtrem, pocet cigaret v krabicce i pritomnost kolku.

V laboratofi je kontrolovana hmotnost, obvod a tuhost cigaret, stanovuje

se obsah nikotinu, dehtu a oxidu uhelnatého v cigaretovém koufi podle

ISO standard( pro kazdou znacku. Nase fyzikalni a analyticka laboratof je
dlouhodobé akreditovana podle CSN EN ISO 17 025/2005 a nasi odbornici
Uzce spolupracuji s Ceskym tfadem pro technickou normalizaci, metrologii
a statni zkusebnictvi.

Poslednich 20 let pfineslo fadu novych prvkd u nasich produktd.
Jednim z prikladt nejnoveéjsich inovaci je tfizonovy filtr, ktery obsahuje
¢ast s nejjemnéjsim orientalnim tabakem a uhlikovy filtr. Znacka
Marlboro Flavor Plus, kteréa tento filtr obsahuje, je nyni vyrabéna

v Kutné Hore.

The quality of our cigarettes is the result of the careful selection of
tobaccos and precise adherence to production processes, thus preserving
our cigarettes’ unique taste, appreciated by adult smokers all over the
world. The manufacturing process is monitored at every step.

In our laboratory, the weight, circumference and density of cigarettes

is checked and the nicotine, tar and carbon monoxide content in the
cigarette smoke is measured for each brand according to ISO standards.
Our physical and analytical laboratory is accredited according to

CSN EN ISO 17025/2005, and our experts work closely with the Czech
Office for Standards, Metrology and Testing.

The past 20 years have brought a number of new product features. One

of the latest examples of innovation is a new 3-zone filter design containing
a mild oriental tobacco plug and a charcoal zone. Marlboro Flavor Plus,
which benefits from this new filter, is now produced in Kutna Hora.
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dan zvysi od 1. 3. 2013 na 90 eur na 1 000 kusu cigaret tak,

aby byla dosaZena vyse uvedena minimalni spotfebni dan v EU.
Soucasné dojde ke zvyseni pevné (specifické) ¢asti na 59 eur

na 1 000 kusU cigaret, zatimco procentni ¢ast zlistane nezménéna
na 23%.

Prestoze nepriznivé ekonomické podminky, zejména s dopady
na zaméstnanost a disponibilni pfijmy, ztéZuji predpovéditelnost
potencialniho vystaveni se pretrvavajicimu pfechodu spotfebitell
na levnéjsi znacky ¢i jiné tabakové alternativy nebo zvysené mire
nelegélnich prodejl, vySe uvedeny dlouhodoby danovy vyhled
pro obé zemé, zaloZeny na postupném a mirném zvySovani
spotfebnich dani, zmirfiuje nejistoty, které by mohly ovlivnit

nasi obchodni ¢innost. V této souvislosti jsme presveédceni, ze
nase trvalé zaméreni se na inovaci produktt, které je vedeno
predjimanim novych trend( u dospélych kurakd, nam umozni
Uginné konkurovat jak v Ceské republice, tak i na Slovensku.

Regulace tabakovych vyrobkii

Philip Morris CR a.s. a Philip Morris Slovakia s.r.o. podporuii
komplexni regulaci tabakovych vyrobku zaloZzenou na principu
snizovani zdravotnich dopadl zplsobenych tabakovymi vyrobky.

PECLIVE
VYBIRANT
TABAK
PRO RUCNI
BALENI

ot
&
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per 1 000 cigarettes. The minimum excise tax will be raised in the
second step to EUR 90 per 1 000 cigarettes as of March 1, 2013
to reach the EU minimum noted above. Concurrently, the specific
component will increase to EUR 59 per 1 000 cigarettes, whilst the
ad valorem component will remain unchanged at 23%.

While the adverse economic environment, particularly impacting
employment and disposable income, makes it difficult to predict
any potential exposure to continued consumer down-trading

to cheaper cigarettes and other tobacco alternatives or

to an increase in illicit trade, the above mentioned long-term
fiscal outlook for both countries, based on gradual and moderate
excise tax increases, tends to mitigate the uncertainties which
could affect our business. In this context, we are confident that
our continued focus on product innovation, driven by anticipation
of emerging adult smoker trends, will allow us to compete
effectively in both, the Czech Republic and Slovakia.

Strong and Effective Regulation

Philip Morris CR a.s. and Philip Morris Slovakia s.r.0. support
comprehensive regulation of tobacco products based on the
principle of harm reduction.

Ostatni tabakové vyrobky /
Other tobacco products

Kategorie ostatnich tabakovych vyrobkd, jejiz soucasti je tabak
pro rucni vyrobu cigaret, predstavovala v roce 2011 nejrychleji
rostouci segment. Tyto vyrobky jsou prodavany za nizsi

ceny ve srovnani s pramyslové vyrabénymi cigaretami kvali

v soucasnosti vyhodnéjsi sazbé spotrebni dané.
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Philip Morris CR a.s. se zaméfila na posileni své pritomnosti EZ
v tomto segmentu podporou znacky Red & White a v ramci >
spoluprace s Cinskou narodni tabédkovou spole¢nosti jsme 2

uvedli baleny tabak RGD. Ve druhé poloviné roku 2011 se
RGD stala nejrychleji rostouci znackou v tomto segmentu.

In 2011, the category of other tobacco products (“OTP”), such

as rollyour-own and make-your-own, represented the market's

fastest developing segment. The products in the OTP category
are sold at lower prices compared to manufactured cigarettes,
due to the preferential excise tax rates that currently apply.

Philip Morris CR a.s. focused on strengthening its presence in
the OTP segment by supporting Red & White and launching
RGD volume tobacco as part of its co-operation with the China
National Tobacco Corporation. In the second half of 2011,
RGD was the fastest growing brand in the OTP segment.


http://www.pmi.com/cs_cz/tobacco_regulation/regulating_tobacco_products/harm_reduction/pages/harm_reduction.aspx
http://www.pmi.com/eng/tobacco_regulation/regulating_tobacco/pages/harm_reduction.aspx

Philip Morris CR a.s.

Aby byly zasady regulace Gc¢inné, musi byt zaloZzeny na dlkazech.
Regulace musi byt uplathovana na vsechny tabakoveé vyrobky

a v8echny tabakové vyrobce a musi brat v ivahu nazory vSech
legitimnich zG¢astnénych stran véetné zdravotnickych organizaci,
vladnich financ¢nich Ufadu, vyrobcl tabaku a dalsich ¢lend
legitimniho tabakového dodavatelského fetézce, péstitell tabaku
a spotiebitell. Regulaéni politika musi zohlednhovat moznost,

ze vyvola negativni nasledky, které podkopavaji cile ochrany
verejného zdravi, jako je zvySovani poptavky po nelegalnich
cigaretach, jinych tabakovych vyrobcich, nebo levnych cigaretach.

PrestoZe podporujeme komplexni, Géinnou regulaci tabakovych
vyrobkd, nepodporujeme regulaci znemoznujici dospélym koupit
si a pouzivat tabakové vyrobky, ani regulaci kladouci fungovani
legitimniho trhu s tabakovymi vyrobky zbytecné prekazky. V tomto
ohledu se branime opatfenim, jako je jednotné baleni, zakaz
vystaveni v mistech prodeje, Uplny zakaz komunikace s dospélymi

kufaky a zakaz pouzivani vSech prisad v tabakovych vyrobcich.

Takovéto regulace odrazi politiku prohibice, ktera tvrdé omezuije,
ne-li vylucuje, moznost soutéZze mezi tabakovymi spole¢nostmi.
Dusledky, které jsou ke skodé vefejného zdravi ¢asto prehlizeny
nebo ignorovany, oteviraji dvere trhu s prodejem nelegalnich
cigaret - trhu, ktery se nefidi regulacemi, nespolupracuje

s regulatory a nema zajem jednat v souladu s vefejnym zajmem.

Spoleéenska odpovédnost

Pro nés jako tabakovou spole¢nost zac¢ina odpovédnost

u nasich produktd. Zavazali jsme se komunikovat otevienym

a transparentnim zplsobem o zdravotnich rizicich spojenych

s koufenim a maximalné usilujeme o to, aby se zabranilo
mladistvym v pfistupu k cigaretam. Nechceme, aby déti kourily.

A proto se podilime na fedeni tohoto problému. V Ceské republice
se Ucastnime aktivit organizovanych sdruzenim Aliance Zakon 18
(www.aliance18.cz), jejimz cilem je podporovat zakony zakazujici
prodej tabakovych vyrobk( nezletilym, monitorovat, zda prodejci
jednaji v souladu se zakonem a dodrzuji vékovy limit pro prode;j
tabakovych vyrobk(, a prosazovat dodrzovani zakona.

Philip Morris Slovakia s.r.o. nadale podporuje svdj program
,Na véku zalezi“, zaméreny na prevenci koureni mladistvych,
ktery predstavila jiz v roce 1998. Cilem projektu je zabranit
nezletilym v pristupu k tabakovym vyrobkim a motivovat
maloobchodniky k dodrzovani prodeje tabakovych vyrobkd
osobam starsim 18 let. V roce 2011 jsme posilili komunikaci

s maloobchodniky prostfednictvim vzdélavacich videi a spustili

Vyroéni zprava 2011 Annual Report 2011 | 1 3

To be effective, tobacco regulatory policy must be
evidence-based. Regulations must be applied to all tobacco
products and all tobacco manufacturers, and should take into
account the views of all legitimate stakeholders including public
health authorities, government finance authorities, tobacco
manufacturers and other members of the legitimate tobacco
supply chain, tobacco farmers, and consumers. Regulatory policy
must consider the potential to trigger adverse consequences
which undermine public health objectives, such as increasing the
demand for illicit cigarettes, other tobacco products, and/or cheap
cigarettes.

While we support comprehensive, effective tobacco regulation,
we do not support regulation that prevents adults from buying
and using tobacco products or that imposes unnecessary
impediments to the operation of the legitimate tobacco market.
In that regard, we oppose measures such as generic packaging,
point of sale display bans, total bans on communications to

adult smokers, and bans on the use of all ingredients in tobacco
products.

Regulations like these reflect prohibitionist policies that severely
restrict, if not eliminate, the ability of tobacco companies to
compete. The consequences, which are often overlooked

or ignored to the detriment of public health, are to open the door
to the illicit cigarette market - a market that will not comply with
regulations, cooperate with regulators, or have any reason to act
in the public interest.

Social Responsibility

For us, as a tobacco company, responsibility begins with our
products. We are committed to communicating about the health
risks of smoking in an open and transparent way and we do what
we can to keep cigarettes away from children. We do not want
children to smoke. And we take actions to be part of the solution.
In the Czech Republic, we participate in the activities of the
association Alliance Law 18 (www.aliance18.cz) whose aim is to
promote legislation prohibiting the sale of tobacco products to
persons under the age of 18 and to monitor and enforce retailer
compliance with age limits.

Philip Morris Slovakia s.r.o. continued to support its

“Age Matters” youth smoking prevention program launched in
1998. The program aims to prevent the access of minors to
tobacco products and motivate retailers to comply with minimum
age legislation for purchasing tobacco products. In 2011, we


neleg�ln�ch cigaret�ch, jin�ch tab�kov�ch v�robc�ch
neleg�ln�ch cigaret�ch, jin�ch tab�kov�ch v�robc�ch
http://www.pmi.com/cs_cz/tobacco_regulation/regulating_tobacco_products/generic_packaging/pages/generic_packaging.aspx
http://www.pmi.com/cs_cz/tobacco_regulation/regulating_tobacco_products/point_of_sale_display_ban/pages/point_of_sale_display_ban.aspx
http://www.pmi.com/cs_cz/tobacco_regulation/regulating_tobacco_products/point_of_sale_display_ban/pages/point_of_sale_display_ban.aspx
http://www.pmi.com/cs_cz/tobacco_regulation/regulating_tobacco_products/advertising_and_marketing/pages/advertising_and_marketing.aspx
http://www.pmi.com/cs_cz/our_products/ingredients/pages/ingredients.aspx
www.aliance18.cz
http://www.pmi.com/eng/tobacco_regulation/illicit_trade/pages/illicit_trade.aspx
http://www.pmi.com/eng/our_products/other_tobacco_products/pages/other_tobacco_products.aspx
http://www.pmi.com/eng/tobacco_regulation/regulating_tobacco/pages/generic_packaging.aspx
http://www.pmi.com/eng/tobacco_regulation/regulating_tobacco/pages/point_of_sale_display.aspx
http://www.pmi.com/eng/tobacco_regulation/regulating_tobacco/pages/advertising_and_marketing.aspx
http://www.pmi.com/eng/our_products/ingredients/pages/ingredients.aspx
www.aliance18.cz
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jsme billboardovou kampan ke zvyseni povédomi vefejnosti
o zaékazu prodeje cigaret nezletilym.

Charitativni programy

V uplynulych devatenacti letech spole¢nost Philip Morris CR a.s.
vyznamné podporovala charitativni projekty a programy.
Podporené charitativni projekty jsou pIné v souladu s kli¢ovymi
oblastmi darcovstvi, které stanovila naSe matefska spole¢nost PMI
a které definuji charitativni programy na celém svété. Piikladem
naseho uspésného zapojeni je Dobrocinny fond Philip Morris CR
(www.dobrocinnyfond.cz), ktery poskytuje finanéni pfispévky

neziskovym organizacim jak na narodni, tak i na regionalni Urovni.

V roce 2011 Philip Morris Slovakia s.r.o. podporovala charitativni
projekty v oblasti vzdélavani a prevence domaciho nasili. Nasi
zameéstnanci se navic Ucastnili celostatniho dobrovolnického
projektu ,Nase Mesto“ podporujiciho komunitu aktivitami, jako je
napfiklad uklid a udrzba vefejnych prostranstvi.

Vyhledova sdéleni a jina upozornéni

Je mozné, Ze nejrliznéjsi dokumenty vyhotovené

Philip Morris CR a.s., jako jsou napfiklad dokumenty predlozené
Ceské narodni bance &i jinym statnim organtim nebo zpravy
akcionarim, tiskové zpravy a zpravy pro investory na internetu,
obsahuji ustni ¢i pisemna vyjadreni tykajici se o¢ekavani

do budoucna. Tato vyjadreni Ize charakterizovat slovy ,strategie,
,o¢ekavani“, ,vyvoj“, ,plany“, ,pfedpovédi‘, ,domnénky*,
,postoje”, ,odhady*, ,umysly*, ,projekty“, ,cile®, ,zaméry“ nebo

Trzby bez spotiebni dané a DPH (v milionech K¢)
Revenues, net of excise tax and VAT (in CZK million)

12 155
11 402
+6,6 %
Meziro¢ni zména
2010 2011 Variance vs. prior year

enhanced our communication to retailers via educational videos
and we launched a billboard campaign to increase the general
public’s awareness about the ban of cigarette sales to minors.

Charitable Giving

Over the past 19 years, Philip Morris CR a.s. has contributed
significantly to activities in the areas of charity. Our charitable
projects are fully aligned with the key charitable giving areas
that have been identified by our parent company PMI and which
guide the company's charitable giving programs around the
world. Examples of our successful local involvement include the
Philip Morris CR a.s. Charitable Fund (www.dobrocinnyfond.cz),
which provides grants to non-governmental organizations both
at the national and regional level.

In 2011, Philip Morris Slovakia s.r.0. contributed to charitable
activities in the area of educational support and the prevention

of domestic violence. Moreover, our employees participated

in a nationwide volunteering activity “Nase Mesto” (“Our City”),
covering projects that benefit the community such as cleaning and
repairing public places.

Forward-Looking and Cautionary Statements

Philip Morris CR a.s. may from time to time make written or oral
forward-looking statements, including statements contained in filings
with the Czech National Bank 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

Provozni zisk (v milionech K¢)
Profit from operations (in CZK million)

2 946
+6,8 %
Meziro¢ni zména

2010 2011 Variance vs. prior year


www.dobrocinnyfond.cz
www.dobrocinnyfond.cz

Atraktivni
zamestnavatel
An Attractive
Employer

Zaméstnanci predstavuiji nejvétsi bohatstvi nasi spoleénosti. Uspéch

Philip Morris CR a.s., jedné z 50 nejvétsich spolednosti v Ceské republice,
je vypoveédi o odhodlani nasich lidi poskytovat dospélym kuféklm inovativni
produkty vysoké kvality.

Spolecné s nasi dlouhotrvaijici tradici vyroby tabakovych vyrobkd v Kutné
Hore je rozvoj nasich zaméstnanct nezpochybnitelnou soucéasti firemni
kultury. Philip Morris CR a.s. je uznavan jako zaméstnavatel poskytujici
vysokou Uroven pracovnich podminek.

Podporujeme rozvoj nasich zameéstnancl prostrednictvim individualniho
rUstu a strukturovanym pristupem k budovani kariéry. Nase pokrocilé
programy tykajici se odmén, uznani a benefitl jsou nastaveny tak, abychom
ziskavali nejlepsi talenty, motivovali je k dalSimu rozvoji a podporovali jejich
potencial.

Motivovani a spokojeni zameéstnanci jsou pro nas prioritou a jejich

nazory jsou pro nas klicové. V prlizkumu ,Nejlepsi zaméstnavatel 2011
vyhlageném spole¢nosti AON Hewitt se obé spolednosti Philip Morris CR
a.s. a Philip Morris Slovakia s.r.o. umistily mezi prvnimi péti spole¢nostmi
v ramci regionu stredni a vychodni Evropy. Philip Morris Slovakia s.r.o. se
dokonce umistila na prvnim misté v ramci kategorie ,Malé spole¢nosti“.
Philip Morris CR a.s. rovnéz obsadila vynikajici treti misto v kategorii ,Velké
spoleénosti“ v Ceské republice.

Employees are our company’s greatest asset. The success of

Philip Morris CR a.s. - one of the 50 largest companies in the
Czech Republic - is a testimony to the commitment of our people to
provide adult smokers with high quality and innovative products.

Together with Kutna Hora’s long-lasting tradition of tobacco product
manufacturing, the focus on our people is undoubtedly a key element of
the company’s culture. Philip Morris CR as. is recognized as an employer
providing high level working conditions.

We support the development of our employees through individual
development and structured career management. Our strong reward,
recognition and benefits programs are designed to attract the best talents,
encourage their development and foster their potential.

Motivated and satisfied employees are our priority and their opinions are
of paramount importance. In the “Best Employer of 2011” survey published
by AON Hewitt, both Philip Morris CR a.s. and Philip Morris Slovakia s.r.o.
ranked among the top five companies in Central and Eastern Europe.
Philip Morris Slovakia s.r.o. even ranked first in the “small-sized companies”
category. Philip Morris CR a.s. also received an excellent third place in the
“Large Companies” category in the Czech Republic.
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jinymi slovy podobného vyznamu. Pro tato vyjadreni je rovnéz
charakteristické, Ze se nevztahuji vylu¢né na historické nebo
soucasné skute¢nosti.

Philip Morris CR a.s. nemUize zarudit, ze jakékoli vyjadreni tykajici
se o¢ekavani do budoucna se skute¢né naplni, ackoliv jsme
presvédceni, Ze vSechny plany a predpovédi vyhotovujeme

na zékladé peclivého uvazeni. Dosazeni budoucich vysledk
muze byt ovlivnéno riziky, nejistotami a nepfesnymi predpoklady.
Skutecné vysledky se proto mohou lisit od odhadovanych,
predpovidanych nebo planovanych vysledk(, pokud nastanou
znama nebo v soucasnosti neznama rizika a nejistoty nebo
pokud se vychozi prfedpoklady ukazou jako nepresné. Investofi
by tato rizika méli vzit v Uvahu pfi posuzovani vyhledovych sdéleni
a investic do cennych papir(i spoleénosti Philip Morris CR a.s.

Prohlasujeme, ze podle naseho nejlepsiho védomi podava
vyrocni zprava a konsolidovana vyro¢ni zprava vérny a poctivy
obraz o finanéni situaci, podnikatelské ¢innosti a vysledcich
hospodareni spolednosti Philip Morris CR a.s. a jejiho
konsolidac¢niho celku za uplynulé Ucéetni obdobi a o vyhlidkach
budouciho vyvoje finanéni situace, podnikatelské ¢innosti

a vysledkl hospodareni.

V Kutné Hore dne 19. brezna 2012

Andras Tovisi
predseda predstavenstva

Ty

Chairman of the Board of Directors

» o« " o« "o« » o«

“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.

Philip Morris CR a.s. 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 any 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.

We confirm that to the best of our knowledge the annual
report and the consolidated annual report gives a true and
fair view of the financial situation, business activities and
economic results of Philip Morris CR a.s. and its consolidated
group for the last accounting period, and prospects for the
future development of its financial position, business activities
and economic results.

In Kutnd Hora on March 19, 2012

Daniel Gordon
¢len predstavenstva

Member of the Board of Directors



Bezpecnost prace
a ochrana prirody
Employee Safety
and Environmental
Initiatives

proto nasim zaméstnanctm poskytujeme bezpecné pracovni prostredi.
Realizujeme specializované strategie a provadime pravidelna hodnoceni
rizik, abychom zajistili efektivni provoz bez pracovnich urazu.

Zavazali jsme se ke snizovani dopadu zatéze, kterou nase ¢innost
predstavuje pro Zivotni prostredi, zejména pokud jde o vyrobu a spotfebu
energie. Definovali jsme environmentalni cile, které jsou smélé a presto
realistické, a prostrednictvim rady konkrétnich programd se nam je dari
naplriovat.

Naplriujeme koncept ,3R*, ktery spociva v redukci, recyklaci a opétovném
vyuziti. Jen pro priklad jmenujme nékteré z nasich iniciativ: instalovali jsme
tepelné Cerpadlo a postavili podzemni Cisticku odpadnich vod tak, aby
nenarusovala vyjimecnost vzhledu historickych budov tovarny. Vysledky
jsou evidentni: v letech 2008 az 2011 jsme snizili nasi spotfebu energii

0 8% a objem spotfebované vody na vyrobu jedné cigarety se snizil o 6%.
Recyklujeme 84 % veskerého tovarniho odpadu.

Nase spolecnost je certifikovana podle ISO 18001:2007 Systémy fizeni
bezpecnosti a ochrany zdravi pfi praci a podle ISO 14001:2004 Systémy
fizeni ochrany Zivotniho prostredi.

SAFETY ACHIEVEMENT
AWARD

PHILIP MORRIS CR a.s.
1.000.000 hours without a Lost Time Injury

The health and safety of our employees is a top priority and we are
committed to providing them with a safe and secure working environment.
We implement dedicated strategies and perform regular risk assessments to
ensure our effective operation without any occupational injuries.

We are committed to reducing the environmental footprint of our operations
and our energy consumption. We have defined environmental objectives
that are ambitious yet realistic and, by implementing a series of concrete
programs, we are achieving them.

We follow the “3R” concept: Reduce, Reuse and Recycle. To name just a
few examples of our recent initiatives: we have installed a heat pump and
built an underground wastewater treatment facility which does not interfere
with the exceptional appearance of the plant’s historically valuable building.
The results are tangible: between 2008 and 2011, we reduced our energy
consumption by 8% and the volume of water used by 6% per cigarette
produced. In the same period, we improved recycling to 84% of our factory
waste.

Our company is certified according to ISO 18001:2007, Occupational
Health and Safety Management Systems and according to ISO 14001:2004,
Environmental Protection Management Systems.
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Zprava dozorci rady

Report of the Supervisory Board

Zprava dozoréi rady Philip Morris CR a.s. o vysledcich jeji
kontrolni ¢innosti za ucetni obdobi kalendarniho roku 2011

Dozoréi rada spoleénosti Philip Morris CR a.s., (,Spole&nost*)
vyvijela svou ¢innost v souladu s ¢lankem 16 stanov Spole¢nosti,
jakoZ i s pfislusnymi pravnimi predpisy.

V pribéhu celého roku 2011 dozorci rada Spolecnosti sledovala

a hodnotila vyvoj a vedeni obchodni ¢innosti Spole¢nosti a zvlastni
pozornost vénovala jeji finanéni situaci. Dozor&i rada Spolecnosti
byla béhem roku plné informovana o pfijimanych finanénich
opatfenich a rovnéz kontrolovala investi¢ni vydaje v souvislosti

s rozpo&tem a harmonogramem jejich uskutecnovani.

Dozorci rada Spolecnosti potvrzuje, Ze veSkeré projekty
Spoleénosti byly plné oddvodnéné s ohledem na soucasné

a budouci potfeby Spolecnosti. Dozoréi rada Spolecnosti souhlasi
s obchodnimi aktivitami Spole¢nosti v roce 2011 a jeji ekonomické
vysledky za uvedeny rok povaZzuje za dobré.

Vzhledem k tomu, Ze dozor&i rada Spolecnosti nezjistila

v podnikatelské ¢innosti ani ve fungovani Spole¢nosti Zzadné
nedostatky, dovoluje si timto odkazat akcionare na vyro¢ni
zpravu Spoleénosti za Ucetni obdobi kalendarniho roku 2011,
zpravu predstavenstva o podnikatelské ¢innosti za U¢etni obdobi

Report of the Supervisory Board of Philip Morris CR a.s.
on the results of its supervisory activities in the 2011
calendar year accounting period

The Supervisory Board of the company Philip Morris CR a.s.
(the “Company”) conducted its activities in accordance with Article 16
of the Company’s Articles and the relevant legal regulations.

Throughout 2011, the Company’s Supervisory Board monitored
and reviewed the progress and management of the Company’s
activities while paying special attention to its financial state. During
the year, the Company’s Supervisory Board was fully advised

of the financial measures passed and also reviewed the capital
expenditures against the budgets and the timetables for their
implementation.

The Company’s Supervisory Board confirms that all the
Company’s projects were fully justified in terms of the Company’s
current and future needs. The Company’s Supervisory Board
agrees with the Company’s business activities in 2011 and
considers its economic results for the said year satisfactory.

As the Company’s Supervisory Board found no shortcomings
in the Company’s business activities or operations, it hereby
refers the shareholders to the Company’s Annual Report for



Philip Morris CR a.s.

kalendarniho roku 2011 a zpravu predstavenstva Spole¢nosti
o vztazich mezi propojenymi osobami za Uc¢etni obdobi
kalendarniho roku 2011, s nimiz se plné ztotozruije.

Stanovisko dozorci rady Spolec¢nosti ke zpravé
predstavenstva o vztazich mezi propojenymi osobami
za ucetni obdobi kalendarniho roku 2011

Dozorci rada Spole¢nosti prezkoumala ve smyslu § 66a odst. 10
obchodniho zakoniku zpravu pfedstavenstva Spole¢nosti

o0 vztazich mezi propojenymi osobami za ucetni obdobi
kalendarniho roku 2011, povaZzuje Udaje v ni obsazené za spravné
a nema k ni vyhrad.

Dozorci rada Spole¢nosti souhlasi se zavérem predstavenstva
Spole¢nosti, ze v rozhodném obdobi nevznikla Spole¢nosti

v dusledku uzavieni smluv ani plnéni ¢i protipinéni ze strany
Spole¢nosti, uvedenych ve zpravé predstavenstva Spole¢nosti
o vztazich mezi propojenymi osobami za Ucetni obdobi
kalendarniho roku 2011, Zadna ujma.

Vyjadreni dozoréi rady Spole¢nosti k fadné ucetni zavérce
Spolecnosti za rok 2011, fadné konsolidované ucetni
zavérce Spolec¢nosti za rok 2011 a k navrhu predstavenstva
Spolec¢nosti na schvaleni fadné ucetni zavérky za rok

2011, fadné konsolidované ucetni zavérky za rok 2011

a na rozdéleni zisku véetné stanoveni vy$e a zplisobu vyplaty
dividend

Odbyt (v miliardach ekvivalentnich jednotek)
Shipments (in billion units equivalent')

+3,3%

Meziro¢ni zména
Variance vs. prior year

' Odbyt véetné ostatnich tabakovych produktd jako jsou cigarillos a tabék pro ruéni vyrobu cigaret
0,75g = 1 cigareta.

' Shipments include other tobacco products such as cigarillos and make-your-own cigarettes
0.75 g = 1 cigarette.

Vyroéni zprava 2011

the 2011 calendar year accounting period, the report of the
Board of Directors on the Company’s Business Activities for the
accounting period of 2011 and the Report of the Company’s
Board of Directors on Relations between Related Parties for the
2011 calendar year accounting period, with which it fully agrees.

Statement of the Company’s Supervisory Board regarding
the Report of the Board of Directors on Relations between
Related Parties for the 2011 calendar year accounting
period

The Company’s Supervisory Board reviewed the Report of the
Company’s Board of Directors on Relations between Related
Parties for the 2011 calendar year accounting period within the
meaning of Section 66a (10) of the Commercial Code and finds
all the data contained therein accurate and has no reservations
about it.

The Company’s Supervisory Board agrees with the conclusion
of the Company’s Board of Directors that, in the relevant period,
the Company suffered no detriment as a result of the execution
of agreements or any performance or counter-performance

by the Company, as stated in the Report of the Company’s
Board of Directors on Relations between Related Parties.

Statement of the Company’s Supervisory Board to the
Company’s 2011 ordinary financial statements, the
Company’s 2011 ordinary consolidated financial statements

27,8 28,7
13,9 15,7
3,8
Vyvoz
Exports

Slovenska republika
Slovakia

Ceska republika
Czech Republic

2010 2011
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Dozorci radé Spolecnosti byla predstavenstvem Spoleénosti
predlozena radna ucetni zavérka Spolecnosti za Ucetni

obdobi kalendafniho roku 2011 a fadna konsolidovana ucetni
zavérka Spole¢nosti za Ucetni obdobi kalendarniho roku 2011
(,ucetni zaverky") a navrh predstavenstva Spoleénosti na schvaleni
Ucetnich zavérek a na rozdéleni zisku véetné stanoveni vyse

a zpusobu vyplaty dividend (,navrh predstavenstva“).

Dozoréi rada Spole¢nosti pfezkoumala Ucetni zavérky a dosla

k zavéru, Ze UcCetni postupy pouZivané Spolecnosti jsou spravné

a Ucetni zaznamy Spole¢nosti jsou vedeny fadné, to vée v souladu
s prislusnymi pravnimi a Ucetnimi pfedpisy a se stanovami
Spolec¢nosti.

Dozorci rada Spole¢nosti prezkoumala i navrh predstavenstva
Spolec¢nosti, shledala jej v souladu s hospodarskou situaci
Spole¢nosti a pIné s nim souhlasi.

S ohledem na vyse uvedené dozorci rada Spole¢nosti doporucuje
fadné valné hromadé Spole¢nosti Ucetni zavérky i navrh

predstavenstva Spolecnosti schvalit.

V Praze dne 23. brezna 2012

and the proposal by the Board of Directors to approve the
2011 ordinary financial statements and the 2011 ordinary
consolidated financial statements and distribute the profit,
including the determination of the amount and manner of the
payment of dividends

The Company’s Board of Directors presented to the Company’s
Supervisory Board the Company’s ordinary financial statements
for the 2011 calendar year accounting period and the Company’s
ordinary consolidated financial statements for the 2011 calendar
year accounting period (the “Financial Statements”) and the
proposal by the Company’s Board of Directors to approve the
Financial Statements and to distribute the profit for the 2011
calendar year accounting period, including the determination

of the amount and manner of the payment of dividends

(the “Proposal by the Board of Directors”).

The Company’s Supervisory Board reviewed the Financial
Statements and concluded that the accounting procedures

used by the Company are appropriate and that the Company’s
accounting records are kept properly, both in accordance with the
relevant legal and accounting regulations, and with the Company’s
Articles.

The Company’s Supervisory Board also reviewed the Proposal
by the Board of Directors, found it to be fully compliant with the
Company’s economic condition and fully agrees with it.

In view of the above, the Company’s Supervisory Board
recommends that the Company’s Ordinary General Meeting
approves the Financial Statements as well as the Proposal by the
Board of Directors.

In Prague on March 23, 2012

Daniel Fahrny
predseda dozordi rady
Chairman of the Supervisory Board
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Konsolidovany vykaz financ¢ni pozice k 31. 12. 2011
(v milionech K¢)

AKTIVA Bod 31.12. 2011 31.12.2010
Pozemky, budovy a zafizeni 5 2735 2752
Nehmotna aktiva 79 106
Odlozena danova pohledavka 13 7 5
Dlouhodoba aktiva 2 821 2863
Zasoby 7 1297 1169
Obchodni a ostatni finan¢ni pohledavky 8 1679 1636
Ostatni nefinan¢ni aktiva 8 5 740 2893
Dan z pfijmu splatna 9 7
Penézni prostredky a penézni ekvivalenty 9 5887 7 100
Kratkodoba aktiva 14612 12 805
Dlouhodoba aktiva drzena k prodeji [0} 73
Aktiva celkem 17 433 15741
VLASTNI KAPITAL A ZAVAZKY Bod

Zakladni kapital 10 2745 2745
Emisni azio a ostatni prispévky akcionart 2 379 2 369
Nerozdéleny zisk 2 594 3511
Ostatni fondy 10 553 551
Vlastni kapital pfipadajici na akcionafe Spoleénosti 8 271 9176
Mensinovy vlastni kapital (0] 1
Vlastni kapital celkem 8 271 9177
Odlozeny danovy zavazek 13 124 110
Dlouhodobé zavazky 124 110
Obchodni a ostatni financni zavazky 11 1010 765
Ostatni nefinan¢ni zavazky 1 206 223
Dan z pfijmu splatna 31 60
Ostatni danove zavazky 12 7773 5390
Rezervy na kratkodobé zavazky 17 18 16
Kratkodobé zavazky 9038 6 454
Zavazky celkem 9 162 6 564
Vlastni kapital a zavazky celkem 17 433 15741

Priloha tvori nedilnou souc¢ést této konsolidované ucetni zaveérky.



Philip Morris CR a.s. | Vyroéni zprava 2011 | Annual Report 2011 | 23

Consolidated Statement of Financial Position at December 31, 2011
(in CZK million)

ASSETS Note December 31, 2011 December 31, 2010
Property, plant and equipment (“‘PP&E”") 5 2735 2752
Intangible assets 79 106
Deferred tax assets 13 7 5
Non-current assets 2 821 2 863
Inventories 7 1297 1169
Trade and other financial receivables 8 1679 1636
Other non-financial assets 8 5740 2893
Current income tax prepaid 9 7
Cash and cash equivalents 9 5887 7 100
Current assets 14612 12 805
PP&E classified as held-for-sale - 73
Total assets 17 433 15741
EQUITY & LIABILITIES Note

Registered capital 10 2 745 2745
Share premium and other shareholders’ contributions 2 379 2 369
Retained earnings 2594 3511
Other reserves 10 553 551
Equity attributable to the shareholders of the Company 8 271 9176
Non-controlling interest - 1
Total equity 8271 9177
Deferred tax liability 13 124 110
Non-current liabilities 124 110
Trade and other financial liabilities 1 1010 765
Other non-financial liabilities 1 206 223
Current income tax liability 31 60
Other tax liabilities 12 7773 5390
Provisions for current liabilities 17 18 16
Current liabilities 9 038 6 454
Total liabilities 9162 6 564
Total equity & liabilities 17 433 15741

The accompanying notes form an integral part of the consolidated financial statements.
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Konsolidovany vykaz upiného vysledku za rok kon¢ici 31. 12. 2011
(v milionech K¢)

Bod 2011 2010
Trzby 4 12 155 11 402
Naklady na prodané vyrobky a zbozi 15 -7 130 -6 518
Hruby zisk 5025 4 884
QOdbytové naklady 15 -1 041 -1 045
Administrativni naklady 15 -848 -883
Ostatni provozni vynosy 18 146 111
Ostatni provozni naklady 19 -136 -121
Provozni zisk 3 146 2946
Finan¢ni vynosy * 14 20 29
Zisk pred zdanénim 3 166 2975
Dan z pfijma 21 -625 -585
Cisty zisk 2 541 2 390
Cisty zisk pfipadajici na:
Akcionare Spolecnosti 2 541 2389
Mensinovy podil 0 1
Ostatni uplny vysledek
Kurzové rozdily z prepoctu dcefinné spole¢nosti 2 0
Uplny vysledek za rok celkem 2 543 2 390
Uplny vysledek za rok pfipadajici na:
Akcionare Spolecnosti 2543 2389
Mensinovy podil 0 1
Zisk na akcii zakladni a zfedény (K&/akcie) 22 926 870

* Prijaté uroky ve vysi 20 milion K& (2010: 29 miliont K¢) byly preklasifikovany - viz bod 2.3.

Konsolidovany vykaz zmén vlastniho kapitalu za rok koncici 31. 12. 2011
(v milionech K¢)

Vztahujici se k vlastnimu kapitalu

Zakladni  Emisni aZio a ostatni Zakonny Kumulované Nerozdéleny Mensinovy X:::s.:z:
Bod kapital prispévky akcionafi rezervni fond kurzové rozdily zisk podil celkem
Stavk 1.1.2010 2745 2 361 551 (o] 3264 1 8922
Uplny vysledek celkem 22 0 0 0 0 2 389 1 2 390
Transakce s viastniky
Rozdéleni zisku 23 0 0 0 0 -2 142 -1 -2 143
Zaméstnanecké akcie 0 8 0 0 0 0 8
Nevybrané dividendy 0 0 0 0 3 0 3
Ostatni 0 0 0 0 -3 0 -3
Stav k 31.12. 2010 2745 2 369 551 (o] 3511 1 9177
Uplny vsledek celkem 22 0 0 0 2 2541 0 2543
Transakce s vlastniky
Rozdéleni zisku 23 0 0 0 0 -3 459 -1 -3 460
Zaméstnanecké akcie 0 10 0 0 0 0 10
Nevybrané dividendy 0 0 0 0 2 0 2
Ostatni 0 0 0 0 -1 0 -1
Stav k 31. 12. 2011 2745 2 379 551 2 2594 (o] 8271

Priloha tvori nedilnou souc¢ést této konsolidované ucetni zaveérky.
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Consolidated Statement of Comprehensive Income for the year ended
December 31, 2011 (in CZK million)

Note 2011 2010
Revenues 4 12 155 11 402
Cost of goods sold 15 (7 130) (6 518)
Gross profit 5025 4 884
Distribution expenses 15 (1041) (1 045)
Administrative expenses 15 (848) (883)
Other operating income 18 146 111
Other operating expense 19 (136) (121)
Profit from operations 3 146 2946
Financial income * 14 20 29
Profit before income tax 3 166 2975
Income tax expense 21 (625) (585)
Net profit for the year 2 541 2 390
Attributable to:
Owners of the parent 2 541 2389
Non-controlling interest - 1
Other comprehensive income
Currency translation adjustments 2 -
Total comprehensive income for the year 2 543 2 390
Attributable to:
Owners of the parent 2543 2389
Non-controlling interest - 1
Earnings per share basic and diluted (CZK/share) 22 926 870

* Interest income of CZK 20 million (2010: CZK 29 million) was reclassified - see Note 2.3.

Consolidated Statement of Changes in Equity for the year ended
December 31, 2011 (in CZK million)?®

Attributable to equity holders of the Company

Share premium and Cumulative Non-
Registered other shareholders’ Statutory translation Retained controlling
Note capital contributions reserve fund adjustments earnings interest Total equity
Balance as at January 1, 2010 2745 2 361 551 - 3264 1 8922
Total comprehensive income 22 - - - - 2 389 1 2 390
Transactions with owners
Profit distribution 23 - - - - (2142) (1) (2143)
Share based payments - 8 - - - - 8
Forfeited dividends - - - - 3 - 3
Other - - - - (3) - (3)
Balance as at December 31,2010 2745 2 369 551 - 3511 1 9177
Total comprehensive income 22 - - - 2 2541 - 2543
Transactions with owners
Profit distribution 23 - - - - (3 459) (1) (3 460)
Share based payments - 10 - - - - 10
Forfeited dividends - - - - 2 - 2
Other - - - - (1) - (1)
Balance as at December 31, 2011 2745 2 379 551 2 2 594 - 8271

The accompanying notes form an integral part of the consolidated financial statements.
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Konsolidovany vykaz penéznich tokul za rok konéici 31. 12. 2011
(v milionech K¢)

Bod 2011 2010
Penézni toky z provozni ¢innosti
Zisk pred zdanénim 3 166 2975
Odpisy dlouhodobych aktiv véetné nehmotného majetku 15 472 458
Nerealizované kurzove ztraty (+) / zisky (-) 4 -1
Cisté urokové vynosy -20 -29
Zisk z prodeje pozemk(, budov a zafizeni -1 -8
Zména stavu opravnych polozek a rezerv 13 45
Ostatni nepenézni Upravy - Cisté 17 5
Penézni toky z provozni ¢innosti pfed zménami pracovniho kapitalu 3 651 3445
Zména stavu:
Obchodnich a ostatnich finan¢nich pohledavek a Ostatnich nefinanénich aktiv -2 876 -966
Obchodnich a ostatnich finanénich zavazki a Nefinancnich zavazkl 2599 1743
Zasob -151 143
Penézni toky z provozu 3223 4 365
Zaplacena dan z prijmi -643 -495
Cisté penézni toky z provozni éinnosti 2 580 3870
Penézni toky z investi¢ni ¢innosti
Vlydaje na pofizeni pozemku, budov a zafizeni 5 -426 -680
Prijmy z prodeje pozemkd, budov a zafizeni 82 59
Vydaje na pofizeni nehmotnych aktiv -9 -23
Prijaté uroky 20 29
Cisté penézni toky z investiéni éinnosti -333 -615
Penézni toky z financovani
Zaplacené dividendy 23 -3 460 -2143
Cisty penézni tok z financovani -3 460 -2 143
Cisté zvyseni penéznich prostiedkd -1 213 1112
Stav penéznich prostiedkl a penéznich ekvivalenti na za¢atku roku 7 100 5988
Stav penéznich prostiedkl a penéznich ekvivalentd na konci roku 9 5 887 7 100

Priloha tvori nedilnou souc¢ést této konsolidované ucetni zaveérky.
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Consolidated Cash Flow Statement for the year ended December 31, 2011
(in CZK million)

Note 2011 2010
Cash flow from operating activities
Profit before tax 3 166 2975
Depreciation and amortisation expense, including intangibles 15 472 458
Unrealized foreign exchange loss / (gain) 4 (1)
Net interest income (20) (29)
Gain on disposal of PP&E 1) (8)
Change in provisions 13 45
Other non-cash loss, net 17 5
Operating cash flows before working capital changes 3651 3445
Changes in:
Trade and other financial receivables and Other non-financial assets (2 876) (966)
Trade and other financial liabilities and Non-financial liabilities 2599 1743
Inventories (151) 143
Cash generated from operations 3223 4 365
Income tax paid (643) (495)
Net cash generated from operating activities 2 580 3870
Cash flow from investing activities
Purchase of PP&E 5 (426) (680)
Proceeds from sale of PP&E 82 59
Purchase of intangible assets (9) (23)
Interest received 20 29
Net cash used by investing activities (333) (615)
Cash flow from financing activities
Dividends paid 23 (8 460) (2 143)
Net cash used by financing activities (3 460) (2 143)
Net increase in cash and cash equivalents (1213) 1112
Cash and cash equivalents as at the beginning of the year 7 100 5988
Cash and cash equivalents as at the end of the year 9 5887 7 100

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. 2011

1. OBECNE UDAJE

1.1 Popis Skupiny

Philip Morris CR a.s. (,Spole¢nost”) a jeji dcefina spoleénost Philip Morris
Slovakia s.r.o. (,Dcefina spole¢nost*), (souhrnné jen ,Skupina”), se zabyvaiji
zejména vyrobou, prodejem, distribuci a marketingem tabakovych vyrobk.
Spolec¢nost vlastni 99% podil Philip Morris Slovakia s.r.o.

Philip Morris CR a.s. je akciova spoleénost registrovana v Ceskeé republice.
Do obchodniho rejstriku byla Spole¢nost zapsana 28. 3. 1991 a jeji
registrované sidlo je v Kutné Hore, Vitézna 1, Ceska republika. Vedeni
Spolec¢nosti sidli v Praze a vyrobni zavod se nachazi v Kutné Hore.

Philip Morris CR a.s. je spoleénosti ve skupiné
Philip Morris International Inc. (,PMI“ nebo ,,Philip Morris International*).
K 31. 12. 2011 byla PMI vrcholovou ovladajici spole¢nosti Skupiny.

K 31. 12. 2011 byl jedinym subjektem vlastnicim vice nez 20% podil
na zakladnim kapitalu Skupiny Philip Morris Holland Holdings B.V.
(,,Materska spolecnost®) vlastnici 77,6 % zakladniho kapitalu.

Jako ¢lenové predstavenstva a dozorci rady Spole¢nosti byly v obchodnim
rejstriku k 31. 12. 2011 zapsany nasledujici osoby:

Predstavenstvo

Andras Tovisi - predseda

nahradil Alvise Giustinianiho k 30. 5. 2011
Richard Ni¢

nahradil Andreho Dahana k 29. 4. 2011
Andreas Gronemann

nahradil Waltera Veena k 19. 7. 2011

Daniel Gordon

Igor Potocar

Andrea Gontkovicova

Dozoréi rada

Daniel Fahrny - predseda Jifi Davidek
Michal Skaba Petr Bubeni¢ek
nahradil Jolanu Peterkovou k 24. 3. 2011

Vasileios Nomikos Paul Maas

nahradil Antonise Koupparise k 29. 4. 2011

Akcie Spolec¢nosti jsou obchodovany na Burze cennych papir( Praha, a.s.

Tato konsolidovana ucetni zavérka byla schvalena predstavenstvem
ke zverejnéni dne 19. 3. 2012.

1. GENERAL INFORMATION

1.1 Group description

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

Philip Morris CRas.isa 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.

Philip Morris CR a.s. is an affiliate of Philip Morris International, Inc. (“PMI”
or “Philip Morris International”). As at December 31, 2011, PMI is the
ultimate controlling party of the Group.

As at December 31, 2011, the only entity holding more than 20% of the
registered capital of the Group was Philip Morris Holland Holdings B.V.
(the “Parent company”), which held 77.6% of the registered capital.

The following individuals were recorded as members of the Board of
Directors and Supervisory Board in the Commercial Register as at
December 31, 2011:

Board of Directors

Andras Tovisi - Chairman

replaced Alvise Giustiniani as of May 30, 2011
Richard Ni¢

replaced Andre Dahan as of April 29, 2011
Andreas Gronemann

replaced Walter Veen as of July 19, 2011

Daniel Gordon
Igor Potoc¢ar

Andrea Gontkovi¢ova

Supervisory Board

Daniel Fahrny - Chairman

Michal Skaba

replaced Jolana Peterkova as of March 24, 2011

Jifi Davidek
Petr Bubenic¢ek

Vasileios Nomikos Paul Maas

replaced Antonis Koupparis as of April 29, 2011

The Company has its primary listing on the Prague stock exchange, Burza
cennych papirti Praha, a.s.

These consolidated financial statements were authorised for issue by the
Board of Directors on March 19, 2012.

1.2 Translation note

This annual report, including the consolidated financial statements has
been prepared in Czech and in English. In all matters of interpretation of
information, views or opinions, the Czech version of these consolidated
financial statements takes precedence over the English version.
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2. SHRNUTIi VYZNAMNYCH UCETNICH ZASAD

2.1 Zakladni zasady sestaveni konsolidované ucetni
zaverky

Tato konsolidovana ucetni zavérka je sestavena v souladu s Mezinarodnimi

standardy ucetniho vykaznictvi ve znéni prijatém Evropskou unii (,IFRS").

Konsolidovana ucetni zavérka byla sestavena na principu historickych
pofizovacich cen, s vyjimkou finan¢nich derivat(, které jsou prvotné
vykazany v redlné hodnoté a nasledné precenovany v souladu s IAS 39,
jak je dale popsano v zakladnich zasadach sestaveni konsolidované ucéetni
zavérky.

Sestaveni konsolidované ucetni zavérky v souladu s IFRS vyzaduje
uplatiovani urcitych zasadnich Gcéetnich odhadu. Vyzaduje rovnéz, aby
vedeni vyuzivalo svlij usudek v procesu aplikace ucetnich pravidel Skupiny.
Skupina ¢ini odhady a predpoklady tykajici se budoucnosti. Z toho vznikajici
ucetni odhady ze samé povahy své definice pouze zfidkakdy odpovidaji
prislusnym skute¢nym vysledkim.

Konsolidovana ucetni zavérka byla sestavena na zakladé pozadavku

vykazovani a ocenovani stanovenych IFRS a vyklady IFRIC v rozsahu,

v jakém byly prijaty Evropskou komisi v dobé sestaveni této konsolidované

ucetni zavérky. Zakladni ucetni pravidla pouzita pfi sestaveni konsolidované

ucetni zavérky jsou popsana nize. Tato pravidla byla aplikovana na véechna

obdobi obsazena v této konsolidované ucetni zavérce, pokud neni uvedeno

jinak.

2.2 Zmény v ucetnich zasadach a smérnicich

a) Nové standardy, novely, interpretace a zdokonaleni
existujicich standard platné pro ucetni obdobi
pocinajici 1. 1. 2011

Standardy, novely, interpretace a zdokonaleni existujicich standardu

platné pro uéetni obdobi pocinajici 1. 1. 2011, které Skupina aplikovala:

* |AS 24 - Zverejnhovani spfiznénych stran (U¢inny pro ucetni obdobi
zacinajici 1. 1. 2011 nebo pozdéji). Ucelem novely je zavést ¢aste¢nou
vyjimku z pozadavk(l na zverejiiovani informaci v G¢etnich zavérkach
subjektll, ve kterych uplatiuje urcity vliv stat, a vyjasnit definici
spriznéné strany. Novela rovnéz objasnuje, ze spolecnosti jsou povinny
zverejnit v ucetni zavérce informace o vsech pripadnych zavazcich
spriznéné strany provést urcity krok za podminky, Ze v budoucnu dojde
nebo nedojde k vyskytu urcité udalosti, véetné vykonatelnych smluv
(zauctovanych a nezauctovanych).

IAS 1 (zdokonaleni IFRS na rok 2010) - Sestavovani a zverejnovani
Ucetni zavérky (ucinny pro ucetni obdobi zacinajici 1. 1. 2011 nebo
pozdéji). Zdokonaleni IAS 1 upravuje rozsah a strukturu informaci
zverejnénych ve Vykazu zmén vlastniho kapitalu.

IFRS 7 (¢ast zdokonaleni IFRS na rok 2010) - Financni nastroje:
zverejiiovani (ucinny pro Ucéetni obdobi zacinajici 1. 1. 2011 nebo
pozdéji). Zdokonaleni IFRS 7 objasnuje zverejiiované informace v oblasti
finan¢nich nastroja.

Standardy, novely, interpretace a zdokonaleni existujicich standardi
platné pro ucetni obdobi pocinajici 1. 1. 2011, které Skupina
neaplikovala, protoZe pro né neméla naplri:

¢ |AS 32 - Klasifikace prav na Upis akcii (U¢inny pro uc¢etni obdobi
zacinajici 1. 1. 2011 nebo pozdéji). Novela se vénuje vykazovani
prav na Upis akcii, které jsou vyjadreny v jiné méné, nez je funkéni
ména emitenta. Novela vyjima urcita prava na Upis akcii s plnénim
denominovanym v cizi méné z klasifikace jako finan¢ni derivat.

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

2.1 Basis of preparation of consolidated financial
statements

These consolidated financial statements have been prepared in accordance

with International Financial Reporting Standards as adopted by the

European Union (“IFRS”).

The consolidated financial statements have been prepared 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.

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 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.

2.2 Changes in accounting policies and procedures

a) New standards, amendments, interpretations and
improvements to existing standards mandatory
for accounting periods beginning on or after
January 1, 2011

The following standards, amendments, interpretations and
improvements mandatory for accounting periods beginning on or after
January 1, 2011, which are applied by the Group:

* IAS 24 - Related Party Disclosures (effective for annual periods
beginning on or after January 1, 2011). The main objective of the
amendment is to provide a partial exemption from the disclosure
requirements for government-related entities, and to clarify the
definition of a related party. The amendment also clarifies the entity’s
obligation to disclose information about all commitments, associated
with a related party, to do something if a particular event occurs or does
not occur in the future, including executory contracts (recognised and
unrecognised).

IAS 1 (Improvement to IFRS 2010) - Presentation of Financial Statements
(effective for annual periods beginning on or after January 1, 2011). The
improvement to IAS 1 clarifies the requirement for the presentation and
content of the Statement of Changes in Equity.

IFRS 7 (Improvement to IFRS 2010) - Financial Instruments: Disclosures
(effective for annual periods beginning on or after January 1, 2011). The
improvement to IFRS 7 clarifies the disclosure in the area of financial
instruments.

The following standards, amendments, interpretations and
improvements mandatory for accounting periods beginning on or after
January 1, 2011 are not relevant to the Group’s operations:

* |AS 32 - Classification of Rights Issues (effective for annual periods
beginning on or after January 1, 2011). The amendment deals with
presentation of rights issues denominated in a currency other than the
issuing entity’s functional currency. The amendment exempts certain
rights issues of shares with proceeds denominated in foreign currencies
from classification as financial derivatives.
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* IFRIC 14 - Predplaceni pozadovaného minimalniho financovani (4¢inny
pro ucetni obdobi zacéinajici 1. 1. 2011 nebo pozdéji). Novela odstranuje
neumysliny disledek IFRIC 14 vyplyvajici v nékterych pripadech ze
zachyceni pfedplacenych budoucich prispévk(l souvisejicich s pozadavky
na minimalni financovani.

IFRIC 19 - Vyporadani finan¢nich zavazkd kapitalovych nastroji (ucinny
pro ucetni obdobi zacéinajici 1. 1. 2011 nebo pozdéji). Interpretace se
vztahuje na pripady, kdy dluznik vyporada zavazek, zcela nebo z¢asti, tim,
ze vériteli poskytne kapitalové nastroje.

Zdokonaleni Mezinarodnich standardu finan¢niho vykaznictvi
na rok 2010 platné pro uéetni obdobi po&inajici 1. 1. 2011
(vydano v kvétnu 2010)

¢ IFRS 3 - Podnikové kombinace (uc¢inny pro ucetni obdobi zacinajici
1. 7. 2010 nebo pozdéji). Ocenéni nekontrolnich podil(i. Nenahrazené
a dobrovolné nahrazené prisliby Uhrad vazanych na akcie. Prechodné
pozadavky na podminéné uhrady pfi podnikovych kombinacich,
ke kterym doslo pfed datem ucinnosti standardu IFRS 3.
¢ |AS 27 - Konsolidovana a individualni uc¢etni zavérka (uc¢inny pro ucetni
obdobi za¢inajici 1. 7. 2010 nebo pozdéji). Pfechodné pozadavky pro
nasledné upravy v dasledku standardu IAS 27.
* |AS 34 - Mezitimni Ucetni vykaznictvi (UCinny pro ucetni obdobi zacinajici
1. 1. 2011 nebo pozdéji). Vyznamné udalosti a transakce.
¢ |[FRIC 13 - Zakaznické vérnostni programy (Uc¢inny pro ucetni obdobi
zacinajici 1. 1. 2011 nebo pozdéji). Realna hodnota vérnostnich kredit.
b) Nové standardy, novely a interpretace existujicich
standard, které nenabyly ucinnosti pro ucetni
obdobi pocinajici 1. 1. 2011, dosud nechvalené
pro pouzZiti v Evropské unii

Standardy, novely a interpretace existujicich standardd, pro které ma
Skupina napln, ale pfed¢asné je neaplikovala:

* IFRS 9 - Financ¢ni nastroje (Ucinny pro ucetni obdobi zacinajici

1. 1. 2015 nebo pozdéji). Novy standard IFRS 9 by mél nahradit ¢asti
standardu IAS 39 souvisejici s klasifikaci a ocenovanim finanénich aktiv
a finan¢nich zavazkd a méni také nékteré z pozadavk( na zvefejnéni dle
IFRS 7. IFRS 9 rozdéluje veskera finanéni aktiva a financ¢ni zavazky, které
v soucasné dobé spadaji do rozsahu standardu IAS 39, do dvou skupin
- na aktiva a zavazky ocenéné zUstatkovou hodnotou a aktiva a zavazky
ocenéné realnou hodnotou.

IFRS 13 - Ocenovani realnou hodnotou (uc¢inny pro ucetni obdobi
zacinajici 1. 1. 2013 nebo pozdéji). Cilem nového standardu je
zjednodusit, sjednotit a ujasnit pfistup pfi vykazovani polozek ucetni
zavérky v realné hodnoté. Standard jasné definuje realnou hodnotu

a poskytuje navod na jeji aplikaci v pfipadé, Ze ocenéni v redlné hodnoté
je vyzadovano ¢i povoleno jinym IFRS. Definice realné hodnoty, a jediny
zdroj ocenéni redlnou hodnotou a pozadavky na zverejnovani informaci
pro pouziti ve IFRS.

IAS 1 - Sestavovani a zverejnovani ucetni zavérky (ucinny pro ucetni
obdobi zadinajici 1. 7. 2012 nebo pozdéji). Uprava fesi zverejhovani
poloZek ostatniho uplného vysledku. Novy pozadavek je vykaz Upiného
vysledku v ¢asti ostatniho Uplného vysledku rozlisit na dvé zretelné
oddélené ¢asti a to na polozky s naslednou reklasifikaci do bézného
vysledku a polozky bez nasledné reklasifikace. Uzivateli bude poskytnuta
informace, jaka ¢ast celkového Upiného vysledku se nikdy nedostane
do vysledku bézného obdobi.

¢ IFRIC 14 - Prepayments of a Minimum Funding Requirement (effective
for annual periods beginning on or after January 1, 2011). The
amendment removes an unintended consequence of IFRIC 14 arising
from the treatment of prepayments of future contributions in some
circumstances when there is a minimum funding requirement.

¢ IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments
(effective for annual periods beginning on or after January 1, 2011).
The interpretation addresses the accounting in cases where all or part
of the financial liability is extinguished by the debtor by issuing equity
instruments to the creditor.

Improvements to International Financial Reporting Standards 2010
mandatory for accounting periods beginning on or after January 1, 2011
(issued in May 2010):

* IFRS 3 - Business Combinations (effective for annual periods beginning
on or after July 1, 2010). Measurement of non-controlling interests.
Un-replaced and voluntarily replaced share-based payment awards.
Transition requirements for contingent consideration from a business
combination that occurred before the effective date of the revised
IFRS 3.

¢ |IAS 27 - Consolidated and Separate Financial Statements (effective
for annual periods beginning on or after July 1, 2010). Transition
requirements for subsequent amendments arising as a result of IAS 27.

¢ |IAS 34 - Interim Financial Reporting (effective for annual periods beginning
on or after January 1, 2011). Significant events and transactions.

¢ IFRIC 13 - Customer Loyalty Programmes (effective for annual periods
beginning on or after January 1, 2011). Fair value of award credits.

b) New standards, amendments and interpretations

to existing standards published not yet effective

for accounting periods beginning on or after

January 1, 2011, subject to endorsement

by the European Union

The following standards, amendments and interpretations will be
relevant for the Group but have not been early adopted by the Group:

* IFRS 9 - Financial instruments (effective for annual periods beginning
on or after January 1, 2015) IFRS 9 replaces those parts of IAS 39
relating to the classification and measurement of financial assets and
financial liabilities and changes also some disclosure requirements as
set out by IFRS 7. Per IFRS 9, all financial assets and financial liabilities
currently within scope of IAS 39, are required to be classified into two
measurement categories - those to be measured subsequently at
amortised cost, and those to be measured subsequently at fair value.
IFRS 13 - Fair value measurement (effective for annual periods beginning
on or after January 1, 2013). Aim of the new standard is to reduce
complexity, improve consistency and clarify approach to disclosure of
items in the financial statements carried at fair value. The standard clearly
defines fair value and gives instruction for its application in case the fair
value measurement is required or allowed by another IFRS. A definition
of the fair value and a single source of fair value measurement and
disclosure requirement for use across IFRSs.

IAS 1 - Presentation of Financial Statements (effective for annual
periods beginning on or after July 1, 2012). The amendments deal with
disclosure of items presented in other comprehensive income. The
amendments newly require entities to separate items presented in other
comprehensive income into two groups, based on whether or not they
may be reclassified to profit or loss in the future. Information to the user
will be provided what proportion of total comprehensive income will be
never reclassified to profit of loss for the period.
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Standardy, dodatky a interpretace existujicich standardd, pro které
nema Skupina naplri:

 |[FRS 7 - Financni nastroje: Zverejnovani - prevody financnich aktiv
(uginny pro Ucetni obdobi zadinajici 1. 7. 2011 nebo pozdéji). Upravy
standardu rozsifuji pozadavky na zverejiiovani informaci o transakcich,
jejichZ soucasti je prevod financ¢nich aktiv.

IFRS 7 - Zverejnovani: Zapocteni finanéniho aktiva a finanéniho zavazku
(ucinny pro ucetni obdobi zacinajici 1. 1. 2013 nebo pozdéji). Dodatek
vyzaduje zverejnéni informaci o pravech na zapocet a informaci, které
umozni uzivatelim Gcetni zavérky spolecnosti zhodnotit viiv nebo mozny
dopad plynouci ze zapocteni.

IFRS 10 - Konsolidovana ucetni zavérka (4c¢inny pro Gcetni obdobi
zacinajici 1. 1. 2013 nebo pozdéji). IFRS 10 Konsolidovana ucetni
zavérka nahrazuje pavodni IAS 27 a SIC-12. Novy standard navazuje

na stavajici principy pfi uréovani ovladani, zaméfuje se na vyjasnéni
definice ovladani, pficemz se zasadné rozsiruji pravidla upravujici status
ovladani.

IFRS 11 - Spole¢na ujednani (Uéinny pro ucetni obdobi zacinajici

1. 1. 2013 nebo pozdéji). IFRS 11, pIné nahrazuje IAS 31 a SIC-13.
Zasadni zménou, ktera novy standard pfinasi je zruseni spoluovladanych
aktiv a zruseni metody pomérné konsolidace.

IFRS 12 - Zverejnéni Ucasti v jinych ucetnich jednotkach (Gcinny pro
ucetni obdobi zacinajici 1. 1. 2013 nebo pozdéji). IFRS 12 upravuje
veskeré pozadavky na zvefejnéni Ucasti drzenych v jinych ucetnich
jednotkach a nahrazuje tak plvodni standard IAS 27. Do rozsahu
standardu spadaji vedle ucasti v dcefinych podnicich také Gcasti

ve spolecnych a pfidruzenych podnicich a podily v nekonsolidovanych
strukturovanych jednotkach (dfive ,,jednotky zvliastniho uréeni®).

IAS 12 - Odlozena dan: Uhrada uc¢etni hodnoty aktiv (U¢inny pro ucetni
obdobi zacinajici 1. 1. 2012 nebo pozdéji). Uprava obsahuje vyjimku

z obecného principu obsazeného ve standardu IAS 12 pro odlozené
danové pohledavky nebo odlozené danové zavazky z titulu investic

do nemovitosti ocenénych realnou hodnotou dle IAS 40 nebo z titulu
pozemki, budov a zafizeni ¢i nehmotnych aktiv ocenénych pomoci
precenovaciho modelu dle IAS 16 nebo IAS 38.

IAS 19 - Zaméstnaneckeé pozitky (G¢inny pro ucetni obdobi zacéinajici

1. 1. 2013 nebo pozdsiji). Upravou standardu IAS 19 se méni tétovani
pland definovanych pozitk(l a pozitkd pfi ukonéeni pracovniho poméru.
Upraveny standard vyzaduje uctovani zmén zavazku z definovanych
pozitkd a aktiv plan v okamziku, kdy tyto zmény nastanou, zavadi
rozsifené zverejiiovani informaci o planech definovanych pozitkd,
upravuje uctovani pozitk( pfi ukonc¢eni pracovniho poméru a objasnuje
fadu otazek, véetné klasifikace zaméstnaneckych pozitku.

IAS 27 - Individualni ucetni zavérka (Ucinny pro ucetni obdobi zacinajici
1. 1. 2013 nebo pozdéji). Standard nahrazuje plivodni standard IAS 27.
PoZadavky na individualni ucetni zavérku zlistaly beze zmény. Dalsi ¢asti
standardu IAS 27 jsou nahrazeny standardem IFRS 10.

IAS 28 - Investice do pridruzenych a spoleénych podnikd (Uéinny pro
Ucetni obdobi zacinajici 1. 1. 2013 nebo pozdéji). Standard IAS 28 je
upraven tak, aby zohlednoval zmény zptsobené vydanim standard(
IFRS 10, IFRS 11 a IFRS 12.

IAS 32 - Finanéni nastroje: Zapocteni finanéniho aktiva a finan¢niho
zavazku (Ucinny pro ucéetni obdobi zacinajici 1. 1. 2014 nebo pozdéji).
Uprava IAS 32 fesi vzajemny zapocet finanénich aktiv a zavazk(i. Upravuje
podminky, za kterych Ize vzajemny zapocet provést.

IFRIC 20 - Naklady na odstranéni skryvky v produkéni fazi povrchového
dobyvani (u¢inny pro ucetni obdobi zacinajici 1. 1. 2013 nebo

pozdéji). Nova interpretace IFRIC 20 se zabyva vykazovanim naklad
na odstranéni skryvky v produkéni fazi jako aktiva, poc¢atec¢nim ocenénim
aktiva vyplyvajiciho z odstranéni skryvky a naslednym ocenovanim aktiva
vyplyvajiciho z odstranéni skryvky.

The following standards, amendments and interpretations to existing
standards which will not be relevant for the Group or are not expected to
have a significant impact on the Group’s operations:

¢ IFRS 7- Financial Instruments: Disclosures Transfers of Financial
Assets (effective for annual periods beginning on or after July 1, 2011).
The amendment enhances the disclosure requirements related to
transactions including a transfer of financial assets.

IFRS 7 - Disclosure: Offsetting Financial Assets and Financial Liabilities
(effective for annual periods beginning on or after January 1, 2013).

The amendment requires disclosures that will enable users of an entity’s
financial statements to evaluate the effect or potential effect of netting
arrangements, including rights of set-off.

IFRS 10 - Consolidated Financial Statements (effective for annual
periods beginning on or after January 1, 2013). IFRS 10 Consolidated
Financial Statements replaces previous IAS 27 and SIC-12. The new
standard follows up the current principles to determine control, focuses
on clarification of the definition of control, while the rules for status of
control are substantially extended.

IFRS 11 - Joint Arrangements (effective for annual periods beginning
on or after January 1, 2013). IFRS 11 fully replaces IAS 31 and SIC-13.
Substantial change introduced by the new standard is elimination of
jointly controlled assets and elimination of proportionate consolidation.
IFRS 12 - Disclosure of Interest in Other Entities (effective for annual
periods beginning on or after January 1, 2013). IFRS 12 deals with all
disclosure requirements in respect of interests, held in other reporting
entities and replaces the previous standard IAS 27. The scope of

the standard includes interests in subsidiaries, associates, joint
arrangements and unconsolidated structured entities (formerly ,,special
purpose entities®).

IAS 12 - Deferred tax: Recovery of Underlying Assets (effective for annual
periods beginning on or after January 1, 2012). The amendment provides
an exception to the general principle as per IAS 12 for deferred tax assets
and deferred tax liabilities arising from investment property carried at fair
value as per IAS 40 or property, plant and equipment or intangible assets
measured using the revaluation model as per IAS 16 or IAS 38.

IAS 19 - Employee Benefits (effective for annual periods beginning on or
after January 1, 2013). Amendment to IAS 19 makes to the recognition
and measurement of defined benefit pension expense and termination
benefits. The standard requires recognition of all changes in the defined
benefit liability and assets of the plans, when they occur, introduces
extended disclosures for termination benefits and clarifies many issues
including classification of employee benefits.

IAS 27 - Separate Financial Statements (effective for annual periods
beginning on or after January 1, 2013). This standard replaces previous
standard IAS 27. Requirements for separate financial statements remained
without changes. Other parts of IAS 27 were replaced by IFRS 10.

IAS 28 - Investments in Associates and Joint Ventures (effective for
annual periods beginning on or after January 1, 2013). The amendment
of IAS 28 modified the standard so that changes resulting from issuance
of standards IFRS 10, IFRS 11 and IFRS 12 are reflected.

IAS 32 - Financial Instruments: Offsetting Financial Assets and

Financial Liabilities (effective for annual periods beginning on or after
January 1, 2014). The amendments to IAS 32 deals with offsetting financial
assets and liabilities. If clarifies condition under which the offsetting may be
applied.

IFRIC 20 - Stripping Costs in the Production Phase of a Surface Mine
(effective for annual periods beginning on or after January 1, 2013). The
new interpretation IFRIC 20 deals with presentation of stripping costs

in the Production Phase of a Surface Mine, the initial measurement and
subsequent measurement of the stripping activity asset.
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| Konsolidovana Ucetni zavérka

2.3 Srovnatelné udaje

Skupina v roce 2011 preklasifikovala v konsolidovaném vykazu
uplného vysledku vynosy z prijatych Grokd ve vysi 20 miliont K&
(2010: 29 miliontl K¢) z Ostatnich vynosti do Financ¢nich vynosu
(viz bod 14).

Vzhledem k tomu, Ze tato Uprava nema vliv na konsolidovany vykaz finanéni
pozice k 31. 12. 2009, neni pfepracovany konsolidovany vykaz finanéni
pozice k tomuto datu v této konsolidované ucetni zavérce prezentovan.

2.4 Konsolidace

Dcefiné spolecnosti, v nichz méa Spoleénost pfimo ¢i nepfimo podil

s rozhodujicim vlivem nebo ma nad nimi jinym zplsobem kontrolu, jsou
konsolidovany. Spole¢nosti jsou konsolidovany ode dne, kdy nad nimi
Skupina ziskala kontrolu, a jsou vylou¢eny z konsolidace k datu pozbyti této
kontroly.

Vsechny transakce, zlistatky a nerealizované zisky a ztraty z transakci mezi
spolec¢nostmi ve Skupiné byly eliminovany, pokud transakce neposkytla
dlvod snizeni hodnoty prevadéného aktiva. V pripadé potfeby byly Uéetni
postupy Dceriné spole¢nosti upraveny tak, aby byl zajistén soulad s postupy
Spole¢nosti.

2.5 Vykazovani podle segmentt

Provozni segmenty jsou vykazovany v souladu s internimi vykazy
poskytovanymi subjektiim s rozhodovaci pravomoci. Jako subjekt

s rozhodovaci pravomoci, ktery je zodpovédny za alokaci zdrojt

a posuzovani vykonnosti, byl identifikovan management tym Skupiny
provadéjici strategicka rozhodnuti.

2.6 Transakce v cizich ménach

a) Funkéni ména a ména vykazovani

Polozky, které jsou soucasti konsolidované ucetni zavérky Skupiny, jsou
ocenovany za pouziti mény primarniho ekonomického prostredi, ve kterém
kazda spolecnost Skupiny plsobi (,funkéni ména”). Konsolidovana ucetni
zavérka je prezentovana v ¢eskych korunach, které jsou pro Spole¢nost jak
ménou funkéni, tak ménou vykazovani.

b) Transakce a zlstatky

Transakce v cizi méné se prepoditavaji do funkéni mény na zakladé
sménnych kurzll platnych k datlim transakci. Kurzové zisky a ztraty
vyplyvajici z téchto transakci a z pfepoctu penéznich aktiv a zavazk(
vyjadfenych v cizich ménach sménnym kurzem platnym ke konci u¢etniho
obdobi se vykazuji ve vykazu zisku a ztraty.

c) Dcerina spolec¢nost

Vysledky a finanéni pozice Dcefiné spole¢nosti, ktera ma funkéni
meénu odliSnou od mény vykazovani, se prfevadéji na meénu vykazovani
nasledujicim zplsobem:

(i) aktiva a zavazky jsou pro kazdy prezentovany samostatny vykaz financni
pozice pfepocitany sménnym kurzem platnym k rozvahovému dni;

(i) vynosy a naklady jsou pro kazdy vykaz zisku a ztrat prepocitavany
aritmetickym pramérem sménnych kurz( (kromé pfipadd, kdy tento
primér neni pfiméfenou pribliznou hodnotou kumulativniho efektu
kurzt platnych ke dni transakce, v takovém pfipadé jsou vynosy
a naklady prepocitavany kurzem ke dni transakce);

(iii) veskeré vysledné kurzové rozdily jsou vykazovany jako samostatna
slozka ostatniho Uplného vysledku (kumulované kurzové rozdily).

Consolidated Financial Statements

2.3 Comparative amounts

In 2011 the Group reclassified in the statement of comprehensive income
the interest income of CZK 20 million (2010: CZK 29 million) from

the “Other Income” of the “Profit from operations” to Financial Income
(see Note 14).

Due to the fact that this adjustment does not affect the consolidated
statement of financial position as of December 31, 2009, the restated
consolidated statement of financial position as of this date is not presented
in the consolidated financial statements.

24 Consolidation

Subsidiary undertakings, which are those companies in which the
Company, directly or indirectly, has an interest of more than one half

of the voting rights or otherwise has power to exercise control over the
operations, are 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.

Intra-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 the subsidiary are changed, where necessary,
to ensure consistency with the policies adopted by the Company.

2.5 Segment reporting

Operating segments are reported in the manner consistent with the
internal reporting provided to the chief operating decision-maker. The chief
operating decision-maker, who is responsible for allocating resources and
assessing performance of the operating segments, has been identified as
the Group management team that makes strategic decisions.

2.6 Foreign currency transactions

a) Functional and presentation currency

Iltems included in the consolidated financial statements of the Group are
measured using the currency of the primary economic environment in
which each entity of the Group operates (the “functional currency”). The
consolidated financial statements are presented in Czech crowns, which is
the Company’s functional and presentation currency.

b) Transactions and balances

Foreign currency transactions are translated into the functional currency
using the exchange rates prevailing 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 profit or loss.

c) Subsidiary

The results and financial position of the Subsidiary that has a functional
currency different from the presentation currency are translated into the
presentation currency as follows:

(i) assets and liabilities for each separate statement of financial position
presented are translated at the exchange rate as at the closing date;

(i) income and expenses for each profit or loss 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);

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



Philip Morris CR a.s.

2.7 Pozemky, budovy a zarizeni

Pozemky, budovy a zafizeni jsou prvotné vykazany v porizovaci cené a jsou
s vyjimkou pozemku odepisovany a vykazovany v zlstatkové hodnoté.
Zlstatkova hodnota zahrnuje i pfipadné snizeni hodnoty aktiva. Pozemky
jsou nasledné vykazany v pofizovaci cené snizené o ¢astku vyjadrujici
pripadné snizeni hodnoty. Porizovaci cena zahrnuje vydaje, které jsou pfimo
priraditelné k pofizeni daného aktiva.

Vypujéni naklady vztahujici se pfimo k pofizeni, vystavbé nebo produkci
daného aktiva jsou zahrnuty do Ucéetni hodnoty prislusného aktiva. Takové
vypUijéni naklady jsou aktivovany do ucetni hodnoty aktiva, jestlize je
pravdépodobné, ze budouci ekonomicky prospéch spojeny s danou
polozkou Skupina ziska a pofizovaci cena polozky je spolehlivé méfitelna.

Nasledné vydaje jsou zahrnuty do zlstatkové hodnoty aktiva nebo jsou
vykazovany jako samostatné aktivum, jestlize je pravdépodobné, ze
budouci ekonomicky prospéch spojeny s danou polozkou Skupina ziska

a pofizovaci cena polozky je spolehlivé méfitelna. Veskeré opravy a udrzba
jsou zauctovany do vykazu zisku a ztraty v ramci ucetniho obdobi, ve kterém
vzniknou.

Nemovitosti, stroje a zarizeni, s vyjimkou pozemkl, jsou odepisovany
rovnomérné pocinaje jejich uvedenim do uzivani.

Odhadované doby zivotnosti (v letech) pouzité v této konsolidované Gcetni
zavérce jsou nasleduijici:

Budovy a stavby 15-40
Stroje, pristroje a zarizeni 8-15
Zafizeni pro zpracovani dat 3-5
Dopravni prostfedky 3-8
Inventar 5-10

Pozemky nejsou odepisovany.

Zustatkova hodnota aktiv a jejich Zivotnost je posuzovana a v pripadé
potreby upravena ke kazdému rozvahovému dni. V pfipadé, ze je
ucetni hodnota aktiva vyssi nez je jeho realizovatelna hodnota, snizi se
ucetni hodnota tohoto aktiva okamzité na jeho realizovatelnou hodnotu
(viz bod 2.10).

Pozemky, budovy a zafizeni, které se jiz nepouzivaji nebo jsou z jinych
dlvodu vyrazeny, se z konsolidovaného vykazu finanéni pozice vyradi spolu
s opravkami vztahujicimi se k pfislusnému aktivu. Veskeré vynosy ¢i ztraty
vzniklé v souvislosti s vyfazenim jsou Uuctovany do vysledku z bézné ¢innosti.

2.8 Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek zahrnuje programové vybaveni pocitac.
Licence porizene k pocitacovemu softwaru jsou aktivovany na zaklade
vydajll vynaloZzenych na pofizeni konkrétniho softwaru a jeho uvedeni

do pouzivani. Tyto naklady jsou odepisovany po dobu jejich predpokladané
Zivotnosti (tfi az pét let).

Vydaje spojené s vyvojem nebo udrzbou pocitacovych softwarovych
programu jsou vykazany jako naklady v okamziku jejich vynalozeni. Vydaje,
které pfimo souviseji s vytvorenim presné definovanych a jedine¢nych
softwarovych produktt a jsou kontrolované Skupinou, které pravdépodobné
pfinesou budouci ekonomicky prospéch prevysujici porizovaci naklady

po dobu delsi nez jeden rok, se vykazuji jako nehmotna aktiva. Pfimé
naklady zahrnuji osobni naklady pracovnik(l podilejicich se na vyvoji
softwaru a odpovidajici podil prislusné rezie.

Naklady na vyvoj pocitacového softwaru uznané jako aktiva se odepisuji
po dobu jejich predpokladané zivotnosti (tfi az pét let).
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2.7 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.

Borrowing costs that are directly attributable to the acquisition, construction
or production of a qualifying asset are included in the cost of that asset.
Such borrowing costs are capitalised as part of the cost of the asset when it
is probable that they will result in future economic benefits to the Group and
the costs can be measured reliably.

Subsequent costs are included in the asset’s carrying amount or
recognized as a separate asset when it is probable that they will result in
future economic benefits to the Group and the costs can be measured
reliably. All other repairs and maintenance are charged to profit or loss
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:

Buildings and constructions 15-40
Machinery and equipment 8-15
IT equipment 3-5
Vehicles 3-8
Furniture and fixtures 5-10

Land is not depreciated.

The assets’ residual values and useful lives are reviewed, and adjusted if

appropriate, 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 2.10).

Property, plant and equipment that is retired, or otherwise disposed of, is
eliminated from the consolidated statement of financial position, along with
the corresponding accumulated depreciation. Any gain or loss arising from
retirement or disposal is included in net operating income.

2.8 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 Group, and that will probably generate economic
benefits exceeding costs, 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 (three to five years).
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2.9 Dlouhodoba aktiva klasifikovana jako aktiva drzena

k prodeji
Skupina klasifikuje dlouhodobé aktivum (nebo vyfazovanou skupinu) jako
drzené k prodeji, pokud bude jeho U¢etni hodnota zpétné ziskana primarné
prodejni transakci spiSe nez pokracujicim uzivanim. Toto aktivum se
ocenuje zlstatkovou hodnotou nebo cistou realizovatelnou hodnotou minus
naklady souvisejici s prodejem, je-li nizsi.

2.10 Snizeni hodnoty aktiv

Pozemky, budovy a zafizeni a ostatni nefinanéni aktiva, véetné nehmotnych
aktiv, jsou posuzovany z hlediska snizeni hodnoty, kdykoli uréité udalosti
nebo zmény okolnosti naznacuiji, Ze jejich u¢etni hodnota nemusi byt
realizovatelna.

Ztrata ze snizeni hodnoty je zaucétovana ve vysi ¢astky, o kterou ucetni
hodnota aktiva prevysuje jeho realizovatelnou hodnotu. Realizovatelna
hodnota predstavuje realnou hodnotu snizenou o naklady prodeje nebo
hodnotu z uzivani, je-li vy$si. Za ucelem posouzeni snizeni hodnoty jsou
aktiva sdruzovana na nejnizsich urovnich, pro které existuji samostatné
identifikovatelné penézni toky (penézotvorné jednotky).

2.11 Zasoby

Zasoby se vykazuji v pofizovacich cenach nebo v Gisté realizovatelné
hodnoté, je-li nizsi. Pofizovaci cena zahrnuje cenu pofizeni a vedlejsi
naklady spojené s pofizenim zasob (doprava, clo apod.). Hodnota
nedokoncéené vyroby a hotovych vyrobkd zahrnuje pfimé materialové
naklady a vyrobni rezii. Vyrobni rezie zahrnuje predevsim mzdy, odpisy,
spotrebu energii, naklady na opravy a udrzovani apod. Ocenéni
nedokoncené vyroby, vyrobk( a zbozi je na zakladé metody FIFO. Tabak,
provozni zasoby a nahradni dily jsou ocenény v primérnych cenach.

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

2.12 Pujéky a pohledavky

Pljcky a pohledavky jsou nederivatova finanéni aktiva s danymi nebo
prepokladanymi platbami, ktera nejsou kotovana na aktivnim trhu. Jsou
zahrnuta do kratkodobych aktiv, s vyjimkou dob splatnosti delSich nez

12 mésicl po rozvahovém dni. Ta jsou klasifikovana jako dlouhodoba aktiva.
Puljcky a pohledavky jsou zahrnuty v konsolidovaném vykazu financ¢ni pozice
v obchodnich a ostatnich finanénich pohledavkach.

Obchodni pohledavky se prvotné vykazuji v rediné hodnoté a nasledné
jsou ocenovany zlstatkovou hodnotou na zakladé metody efektivni Urokové
sazby po odecéteni opravné polozky na snizeni hodnoty. Opravna polozka
na snizeni hodnoty obchodnich pohledavek za domacimi a zahrani¢nimi
odbérateli mimo skupinu PMI se vytvari tehdy, jestlize existuji objektivni
dlkazy o tom, Ze Skupina nebude schopna inkasovat veskeré dluzné
castky podle plivodné sjednanych podminek. Vyznamné financéni tézkosti
odbératele, pravdépodobnost, Ze dluznik vstoupi do konkurzu, nedodrzeni
splatnosti nebo prodleni ve splatnosti zavazku (u pohledavek z obchodnich
vztah( v(ci tretim stranam od 14 do 30 dni v zavislosti na individualnim
posouzeni situace dluznika) jsou indikatory, ze obchodni pohledavky jsou
znehodnoceny. Vyse opravné polozky je rozdil mezi u¢etni hodnotou
aktiva a sou¢asnou hodnotou odhadovanych budoucich penéznich toku
diskontovanych plvodni efektivni Grokovou sazbou. Tvorba této ztraty

z opravné polozky je zauctovana do vykazu zisku a ztraty. Pohledavky

za spole¢nostmi skupiny PMI nejsou povazovany za pochybné.

2.13 Spotiebni dan

Spotrebni dan obsazena v hodnoté nakoupenych kolkl je primarné
vykazana v ostatnich nefinan¢nich aktivech spolu s odpovidajicim zavazkem
v kategorii ,,Ostatni dafnove zavazky”. Aktivum zanika a stava se soucasti
obchodnich pohledavek v okamziku prodeje hotovych vyrobku a zbozi,
které jsou predmétem spotrebni dané. Konzistentné s tim zasoby a naklady
na prodané vyrobky a zbozi nezahrnuji spotrebni dan.

Spotrebni dan ma urcité charakteristiky dané z prodeje, zatimco ostatni
aspekty dafového systému v Ceské republice jsou spise povahy dané
vyrobni. Vedeni analyzovalo véechny znaky systému spotfebni dané
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29 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.

2.10 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).

2.11 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.). 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 carrying amount of work-in-
progress, merchandise and finished goods is determined on the basis of
FIFO. The carrying amount 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.

2.12 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 consolidated statement of financial position.

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 14 - 30 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 loss is recognised in profit or loss. Receivables from PMI
entities do not represent collection risk.

2.13 Excise tax

Excise tax on purchased fiscal stamps is initially recognised as other
non-financial assets with a corresponding liability classified in “Other tax
liabilities”. The asset is derecognised and reclassified to trade receivables
upon sale of finished goods and merchandise subject to excise tax.
Correspondingly, inventories and cost of goods sold do not include excise
tax.

Excise tax in the Czech Republic has certain characteristics of sales
tax while other aspects of the taxation system are more of a production
tax nature. Management has analysed all the features of the excise

tax system in the Czech Republic and came to the conclusion that
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v Ceské republice a dospélo k zavéru, ze vlastnosti dané z prodeje
prevazuiji. Z tohoto divodu neni spotfebni dan vykazana v trzbach
a provoznich nakladech konsolidovanych finan¢nich vykazd Skupiny.

2.14 Penézni prostiedky a penézni ekvivalenty

Penézni prostredky a penézni ekvivalenty zahrnuji financni hotovost,
inkasovatelné bankovni vklady, ostatni vysoce likvidni kratkodobé
investice s plvodni dobou splatnosti tfi mésice a méné, debetni zlstatky
na bankovnich Gcétech (kontokorentni ucty) nebo jiné pajcky splatné

na pozadani. V konsolidovaném vykazu finanéni pozice jsou debetni
zGstatky na bankovnich uctech (kontokorentni Gcty) a jiné pljcky splatné
na pozadani vykazany v polozce Prijaté pujcky v kratkodobych zavazcich.

2.15 Obchodni zavazky

Obchodni zavazky se prvotné vykazuji v realné hodnoté a nasledné jsou
ocenovany zlstatkovou hodnotou na zakladé metody efektivni Urokoveé
sazby.

2.16 OdloZena dai z pfijmu

Odlozena dan je vypoctena s pouzitim zavazkové metody uplatnéné

na v§echny prechodné rozdily vzniklé mezi dariovou hodnotou aktiv

a zavazku a jejich ucetni hodnotou vykazovanou v ucetni zavérce. Pokud
ovsem odlozena dan vyplyva z vychoziho zachyceni aktiva nebo zavazku

z transakci jinych, nez je podnikova kombinace, které v dobé vzniku nemaji
dopad ani na Ucetni ani na danovy zisk nebo ztratu, pak se o ni netctuje.
Odlozena dan z pfijmd se stanovi za pouziti danové sazby (a danovych
zakonU), které byly schvaleny nebo je proces jejich schvalovani v podstaté
dokoncen a o kterych se predpoklada, ze budou ucinné v obdobi,

ve kterém bude prislusna danova pohledavka realizovana nebo zavazek
odlozené dané z pfijmUl vyrovnan. Zmény v odlozené dani vyplyvajici ze
zmén danovych sazeb jsou vykazany v obdobi, ve kterém jsou zmény
uzakonény.

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

Odlozena dan je zauctovana do vykazu zisku a ztraty s vyjimkou pfipadi,
kdy se vztahuje k polozkam uc¢tovanym do ostatniho Uplného vysledku.
V takovych pripadech je také uctovana do ostatniho uplného vysledku.

2.17 Zaméstnanecké pozitky

a) Duchodové pojisténi a penzijni pFipojisténi

Skupina hradi pravidelné odvody do statniho rozpoctu k financovani statniho
dlichodového pojisténi v sazbach platnych pro dané obdobi z vyplacenych
hrubych mezd. Nad ramec téchto zakonnych odvodt nejsou vyzadovany

od Skupiny zadné jiné dodatec¢né odvody. Naklady souvisejici s odvody
jsou zuctovany ve vykazu zisku a ztraty ve stejném obdobi jako vyplata mezd
a plattl, ke kterym se vztahuiji.

Skupina také poskytuje svym zaméstnanctim penzijni pfipojisténi formou
plateb nezavislym penzijnim fonddim v ramci platného prispévkové
definovaného penzijniho planu. Tyto naklady jsou Gc¢tovany do vykazu zisku
a ztraty v roce, se kterym ¢asové souviseji. Nad ramec téchto zakonnych
odvodU nejsou vyzadovany od Skupiny zadné jiné dodatecné odvody.

b) Odstupné a poZitky pFi predéasném ukonceni
pracovniho poméru
Odstupné a pozitky pfi pfedéasném ukoncéeni pracovniho poméru se
vyplaceiji v pfipade, Ze je pracovni pomeér ukoncen pred normalnim
odchodem do diichodu nebo pred uplynutim pracovni smlouvy. Skupina
vykazuje pozitky z predéasného ukonceni pracovniho poméru, pokud je
zavazana k ukonceni pracovniho poméru vybranych zaméstnanc( v souladu
se schvalenym detailnim planem bez realné moznosti od tohoto planu
odstoupit.
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the characteristics of the sale tax prevail. As a result, the excise tax
is excluded from revenues and operating expenses in the Group’s
consolidated financial statements.

2.14 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 and less, bank overdrafts or other on-demand payable
liabilities. Bank overdrafts and on-demand payable liabilities are shown on
the consolidated statement of financial position within borrowings in current
liabilities.

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

2.16 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
changes in tax rates are recognized in the period in which the changes are
enacted or substantially enacted.

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 profit or loss, except when it relates
to items charged or credited to other comprehensive income, in which case
the deferred tax also affects other comprehensive income.

2.17 Employee benefits

a) Pension obligations

Contributions are made to the Government’s 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 profit or loss 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 profit or loss 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.
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c) Uhrady vazané na akcie

PMI poskytuje urcité plany uhrad vazanych na akcie pro vedouci
zaméstnance vSech spolecnosti v ramci skupiny PMI. Tyto plany se

vztahuji k akciim spole¢nosti PMI. Tyto plany predstavuji Uhrady vazané

na akcie vyporadané kapitalovymi nastroji. Na zakladé pravidel stanovenych
Performace Incentive Plans" je vybranym zaméstnancim poskytovana
dlouhodoba odména v podobé naroku na akcie PMI, které by jim mély

byt v budoucnosti pridéleny. K realizaci naroku a nabyti akcii zaméstnanci
dochazi po uplynuti zaméstnaneckého poméru tfi let od data poskytnuti
naroku (rozhodné obdobi). Hodnota nakladu sluzeb zaméstnanc
vykazanych jako protihodnota za pfidélené naroky na akcie je uréena

na zakladé realné hodnoty naroku k datu poskytnuti. Naklady jsou do vykazu
zisku a ztraty (naklady na zaméstnance a zaméstnanecké pozitky a sluzby)
zuctovany rovnomérné béhem rozhodného obdobi se souvztaznym zapisem
do vlastniho kapitalu. Hodnota nakladd vykazanych jako protihodnota

za pridélené naroky v letech 2011 a 2010 byla nevyznamna.

2.18 Rezervy

Skupina tvofi rezervy, pokud ma soucasny pravni nebo mimosmluvni
zavazek, ktery je vysledkem minulych udalosti, je pravdépodobné, ze

k vyporadani tohoto zavazku bude nezbytné odcerpani prostredkd, a mize
byt proveden spolehlivy odhad vySe zavazku. Rezervy se nevytvareji

na budouci provozni ztraty.

Rezervy jsou ocenény v souc¢asné hodnoté nejlepsiho odhadu vydaju
potfebnych k vyrovnani sou¢asného zavazku k rozvahovému dni.

2.19 Vykazovani vynost a nakladu

Vynosy predstavuiji realnou hodnotu pfijaté nebo narokované protihodnoty
za prodej zbozi, vyrobkl a sluzeb, bez dané z ptidané hodnoty a spotrebni
dané, po odpoctu slev a skont. Vynosy jsou vykazovany nasledujicimi
zplsoby:

a) Prodej vyrobka a zboZi

Vynosy z prodeje vyrobkl a zbozi se vykazuiji, pokud Gcetni jednotka
prevedla na kupujiciho vyznamna rizika a odmény z vlastnictvi zbozi;
nezachovava si pokracujici manazerskou angazovanost v mife obvykle
spojované s vlastnictvim pozadovaného zbozi, ani skute¢nou kontrolu
nad timto zbozim; ¢astka vynost mize byt spolehlivé ocenéna; je
pravdépodobné, ze ekonomické uzitky, které jsou s transakci spojeny,
poplynou do ucetni jednotky, a vzniklé naklady nebo naklady, které

s ohledem na transakci teprve vzniknou, mohou byt spolehlivé ocenény.
O vynosu je Uctovano v okamziku vyskladnéni jak v pfipadé domacich
prodeju, tak i exportu.

b) Prodej sluzeb

Vynosy z poskytovani sluzeb se vykazuiji, jestlize dojde k poskytnuti sluzby
za pomoci metod uzivanych pro stanoveni stupné dokonéenosti konkrétni
transakce, uréeného na zakladé skute¢né poskytnuté sluzby k poméru
celkovych sluzeb, které maiji byt poskytnuty.

c) Vynosy z uroku
Urokovy vynos se vykazuje dasové rozliseny s pouzitim metody efektivni
urokové sazby a zohlednénim vyse nesplacené jistiny.

d) Naklady na prodané vyrobky a zbozi

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

e) Odbytové naklady

QOdbytové naklady vyplyvaji z odbytové ¢innosti a kromé personalnich

a rezijnich nakladd zahrnuiji také odpisy majetku v oblasti prodeje, naklady
spojené s expedici, naklady na propagaci, podporu prodeje, prizkum trhu
a sluzby zakaznikim.

f) Administrativni naklady
Administrativni naklady zahrnuji personalni a rezijni naklady a odpisy majetku
ve spravni oblasti.
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c) Share-based payments

PMI runs certain compensation plans for management of all PMI
companies. The plans relate to the stock of PMI. 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 PMI after a three-year service period (the vesting period).

The compensation cost for deferred stock awards is determined by
using fair value of the equity instruments awarded as at the grant date.
Compensation cost is recognized over the vesting period on a straight-line
basis as a charge to profit or loss as the employee benefits expense with
a corresponding entry in equity. Amounts recognized as compensation
expense in 2011 and 2010 were immaterial.

2.18 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.

2.19 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.

a) 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. Revenue is recognised at the moment of delivery
dispatch to the customer for both export and domestic sales.

b) 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.

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

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

e) Distribution expenses

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.

f) Administrative expenses
Administrative expenses include personnel costs and overheads as well
as depreciation and amortisation applicable to the administrative functions.
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2.20 Leasing

Leasing je klasifikovan jako operativni leasing, jestlize podstatna cast

rizik a uzitk(l 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 zafizeni, pfi némz na Skupinu prechazi
podstatna ¢ast rizik a odmén vyplyvajicich z vlastnictvi, je klasifikovan jako
finan¢ni leasing. Skupina nepofizuje dlouhodoby majetek prostrednictvim
finan¢niho leasingu.

2.21 Vyplata dividend

Vyplata dividend akcionafim Spolecnosti se vykazuje v konsolidované
ucetni zavérce Skupiny jako zavazek v obdobi, ve kterém jsou dividendy
schvaleny akcionari Spolecnosti.

3. RiZENi FINANCNICH RIZIK

3.1 Faktory finanéniho rizika

Z ginnosti Skupiny vyplyva fada financnich 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 Skupinou. PMI
Treasury identifikuje, ocenuje a zajistuje financni riziko v Uzké spolupraci
se Skupinou. Rizeni rizik provadi centralni oddéleni Treasury skupiny PMI
v souladu s pravidly schvalenymi predstavenstvem Skupiny, ktera vychazi
z PMI politik fizeni finan¢niho rizika.

a) Trzni riziko

Skupina plisobi na mezinarodnim trhu a je vystavena ménovému riziku
vztahujicimu se k riznym ménam. Ménové riziko vyplyva zejména

z titulu budoucich nakup a pohledavek a zavazk( v cizich ménéach.
Pro fizeni ménového rizika Skupina pfilezitostné nakupuje meénove
opce prostrednictvim PMI Treasury v Lausanne, o kterych Gétuje jako
o zajistovacich financnich derivatech. V letech 2011 a 2010 Skupina
neméla zadné ménové opce.

Rozdéleni financ¢nich aktiv podle mén (v milionech Kg¢):

Uéetni hodnota

k 31.12.2011 CzZK EUR usb CHF  Ostatni Celkem
Pohledavky za tretimi

stranami - domaci 1112 144 0 0 0 1256
Pohledavky za tretimi

stranami - zahraniéni 0 0 0 0 0 0
Pohledavky

za spoleé¢nostmi

skupiny PMI 3 402 18 0 o] 423
Uty v bance 52 8 0 0 0 60
Kratkodobé pujcky

spfiznéné strané 5642 185 0 0 0 5827
Celkem 6 809 739 18 (o] 7 566
Ugetni hodnota

k 31.12.2010 CzZK EUR usb CHF  Ostatni Celkem
Pohledavky za tretimi

stranami - domaci 1150 115 0 0 0 1265
Pohledavky za tretimi

stranami - zahraniéni 1 0 0 0 0 1
Pohledavky

za spoleénostmi

skupiny PMI 28 339 3 0 0 370
Usty v bance 21 4 0 0 0 25
Kratkodobé pujcky

spfiznéné strané 6 840 235 0 0 0 7 075
Celkem 8 040 693 3 (o] (o] 8 736
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2.20 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 profit or loss
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. The
Group does not acquire its operating assets via finance leases.

2.21 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.

3. FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market

risk, credit risk and liquidity risk. 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 and sale transactions and assets and liabilities
recognised 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 2011 and 2010.

The split of financial assets by currencies is as follows (in CZK million):

Carrying amount
as at December 31,

2011 CZK EUR USD CHF Other Total
Receivables

from third parties

- domestic 1112 144 - - - 1256
Receivables

from third parties

- foreign - - - - - -
Receivables from

PMI entities 3 402 18 - - 423
Cash at banks 52 8 - - - 60
On demand deposits

with related parties 5642 185 - - - 5827
Total 6 809 739 18 - - 7 566
Carrying amount

as at December 31,

2010 CZK EUR USD CHF Other Total
Receivables

from third parties

- domestic 1150 115 - - - 1265
Receivables

from third parties

- foreign 1 - - - - 1
Receivables from

PMI entities 28 339 3 - - 370
Cash at banks 21 4 - - - 25
On demand deposits

with related parties 6 840 235 - - - 7 075
Total 8 040 693 3 - - 8 736
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Rozdéleni finan¢nich zavazkd podle mén (v milionech K¢):

Uéetni hodnota

Consolidated Financial Statements

k 31.12.2011 CzZK EUR usbD CHF  Ostatni Celkem
Zavazky tretim

stranam - domaci 249 66 0 0 0 315
Zavazky tretim

stranam - zahraniéni 7 235 24 2 3 271
Zavazky

spoleénostem

skupiny PMI 37 233 14 134 6 424
Celkem 293 534 38 136 1010
Uéetni hodnota

k 31.12.2010 CZK EUR uUsb CHF  Ostatni Celkem
Zavazky tretim

stranam - domaci 229 53 0 0 0 282
Zavazky tretim

stranam - zahraniéni 7 107 15 2 10 141
Zavazky

spole¢nostem

skupiny PMI 0 217 49 67 9 342
Celkem 236 377 64 69 19 765

Analyzy citlivosti

Citlivost na zmény ménového kurzu

Skupina je vystavena ménovému riziku vyplyvajicimu zejména z transakci
se spole¢nostmi se sidlem v Evropské unii a se spole¢nostmi skupiny PMI
se sidlem ve Svycarsku. Nejvyznamnéjsimi ménami jsou euro, americky
dolar a Svycarsky frank. Ménoveé riziko je hodnoceno ve vztahu k funkéni
méné Spolecnosti (Ceska koruna) k rozvahovému dni, kdy jsou pohledavky
a zavazky vedené v cizi méné piepoéteny na Seské koruny kurzem Ceské
narodni banky.

Analyza citlivosti zahrnuje pouze neuhrazena finanéni aktiva a zavazky
denominované v cizich ménach a méri dopad z prepoctu téchto polozek
k rozvahovému dni kurzem Ceské narodni banky k 31. 12. 2011. Skupina
povazuje mozny pohyb ménovych kurzd vici ceské koruné v nasledujicim
obdobi +5 % (zhodnoceni ¢eské koruny) a -5 % (znehodnoceni ceské
koruny).

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

Nasleduijici tabulka predstavuje mozny dopad na zisk pred zdanénim pfi
ocCekavaném posileni (+5 %) nebo oslabeni (-5 %) ¢eské koruny vici cizim
ménam (v milionech Kg¢):

2011 -5% znehodnoceni CZK
Ména EUR uUsD CHF
Zvyseni (+) / snizeni (-) zisku -4 -1 -7
+5% zhodnoceni CZK
Ména EUR usD CHF
Zvyseni (+) / snizeni (-) zisku 4 1 7
2010 -5% znehodnoceni CZK
Ména EUR usD CHF
Zvyseni (+) / snizeni (-) zisku 1 -3 -3
+5% zhodnoceni CZK
Ména EUR usD CHF
Zvyseni (+) / snizeni (-) zisku -1 3 3

The split of financial liabilities by currencies is as follows (in CZK million):

Carrying amount
as at December 31,

2011 CzZK EUR USD CHF Other Total
Payables to third

parties - domestic 249 66 - - - 315
Payables to third

parties - foreign 7 235 24 2 3 271
Payables to PMI

entities 37 233 14 134 6 424
Total 293 534 38 136 9 1010
Carrying amount

as at December 31,

2010 CZK EUR USD CHF Other Total
Payables to third

parties - domestic 229 53 - - - 282
Payables to third

parties - foreign 7 107 15 2 10 141
Payables to PMI

entities - 217 49 67 9 342
Total 236 377 64 69 19 765

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 EUR, USD
and CHF. The foreign currency risk is measured against the functional
currency of the Company (CZK) as at the balance sheet date, when the
financial assets and liabilities denominated in foreign currencies are
recalculated to the 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, 2011. The
Group considers the movements of exchange rates against the CZK in the
following period of +5% (appreciation of CZK) and -5% (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 before tax of an
appreciation (+5%) or depreciation (-5%) of the CZK to foreign currencies
(in CZK million):

2011 CZK depreciation by 5%
Currency EUR UsD CHF
Increase / (decrease) in profit or loss (4) 1) (7)

CZK appreciation by 5%

Currency EUR uUsD CHF
Increase / (decrease) in profit or loss 4 1 7
2010 CZK depreciation by 5%

Currency EUR UsD CHF
Increase / (decrease) in profit or loss 1 3) (3)

CZK appreciation by 5%
EUR uUsD CHF
Increase / (decrease) in profit or loss (1) 3 3

Currency
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Citlivost na zmény urokové sazby

Skupina je vystavena urokovému riziku zejména v souvislosti

s poskytovanim kratkodobych pUljcek se stanovenou dobou splatnosti

a kratkodobych pujcek splatnych na pozadani spole¢nosti ve skupiné PMI.
Skupina predpoklada mozny pohyb vynosové krivky v nasledujicim obdobi
+100/-10 bazickych bodu.

Pro poskytnuté kratkodobé puijcky a kratkodobé pUjcky splatné na pozadani
poskytnuté spole¢nosti ve skupiné PMI je dopad na zisk pred zdanénim
stanoven na zakladé specifikované zmeény Urokové sazby, ktera by nastala
na zacatku ucetniho obdobi a za predpokladu, ze by nedoslo k zadné

jiné zméné urokovych sazeb v pribéhu celého ucetniho obdobi. Ostatni
finan¢ni aktiva a zavazky nejsou povazovany za urokoveé citlivé.

Nasledujici tabulka predstavuje mozny dopad na zisk pred zdanénim pfi
oéekavaném narustu (+100 bazickych bod) nebo poklesu (-10 bazickych
bodU) urokovych sazeb (v milionech K¢&):

Naruast arokové miry Pokles urokové miry
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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/-10 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 before
tax of an expected increase (+100 basis points) or decrease (-10 basis
points) of interest rates (in CZK million):

Interest rate increased by Interest rate decreased

2011 o0 100 baz. bodu 0 10 baz. bodu 2011 100 basis points by 10 basis points

Zvyseni (+) / snizeni Increase / (decrease)

(-) zisku 58 -6 in profit or loss 58 (6)
Narust urokové miry Pokles Urokové miry Interest rate increased by Interest rate decreased

2010 o0 100 baz. bodl o 10 baz. bodu 2010 100 basis points by 10 basis points

Zvyseni (+) / snizeni Increase / (decrease)

(-) zisku 70 -8 in profit or loss 70 (8)

b) Uvérové riziko b) Credit risk

Skupina ma stanovena pravidla, ktera zajistuji, Ze prodej vyrobkll a zbozi
s odlozenou splatnosti je realizovan pouze s odbérateli, ktefi splfiuji
podminky pro Uvérovy prodej a maji pfislusnou Uvérovou historii.

Vyraznou 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.

Pripadna platebni neschopnost odbératele mdze vést k bezprostiednim
ztratam s nezadoucim vlivem na hospodareni Skupiny. Z tohoto

dlvodu podléha schvalovani obchodnich aktivit s novymi odbérateli
standardizovanym postuplm pfislusnych oddéleni Skupiny. Angazovanost
Skupiny vic¢i odbérateltm je fizena také prostfednictvim stanoveni
uvérovych limitd. Vyse téchto limitl je pravidelné monitorovana

a vyhodnocovana.

Soucasti fizeni Gvérového rizika je aktivni sprava a fizeni pohledavek, kde
se ke snizeni rizik pouzivaji standardni nastroje finanénich trhd, jako jsou
bankovni zaruky a platby predem.

Zaijisténi pohledavek

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

K zajisténi pohledavek za tuzemskymi odbérateli jsou v urcitych pfipadech
vyuzivany bankovni zaruky. Povinnym preventivnim nastrojem v pisemném
smluvnim vztahu je sankéni Urok z prodleni uhrad. Pohledavky z obchodnich
vztah( za tuzemskymi odbérateli jsou rozdéleny do dvou skupin: pohledavky
zajisténé bankovnimi zarukami a nezajisténé pohledavky za odbérateli,

kteri splhuji podminky poskytnuti nezajisténého uvéru. Vyse nezajisténého
uvéru zavisi na celkovém a finanénim hodnoceni kazdého odbératele véetné
vyuziti externiho hodnoceni ratingovych agentur.

Pohledavky z obchodnich vztahl se zahrani¢nimi odbérateli jsou ¢aste¢né
zajistény bankovnimi zarukami.

Pohledavky z obchodnich vztah( za spole¢nostmi skupiny PMI jsou
povazovany za malo rizikové, a proto nejsou zajisténé.

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.

The financial insolvency of 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.

Receivables security

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

Bank guarantees, 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 PMI entities are considered as low-risk receivables
by the Group, and are therefore unsecured.
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Maximalni expozice vi¢i uvérovému riziku
Maximalni expozice vici Uvérovému riziku souvisejici s obchodni ¢innosti
a poskytnutymi obchodnimi Gvéry odbératellim se rovna brutto ucetni
hodnoté vyse uvedenych financ¢nich aktiv snizené o pfipadné ztraty ze

snizeni hodnoty.

Uéetni hodnota
k 31.12.2011

Neznehodnocena
financni aktiva

Neznehodnocena
financni aktiva

(v milionech K¢) do splatnosti po splatnosti Celkem
Pohledavky za tretimi

stranami - doméci 1242 14 1256
Pohledavky za tretimi

stranami - zahrani¢ni 0 0 0
Pohledavky

za spole¢nostmi

skupiny PMI 420 3 423
Usty v bance 60 0 60
Kratkodobé pljcky

spriznéné strané 5827 5827
Celkem 7 549 17 7 566
Uéetni hodnota Neznehodnocena Neznehodnocena

k 31.12.2010 finanéni aktiva finanéni aktiva

(v milionech K¢) do splatnosti po splatnosti Celkem
Pohledavky za tretimi

stranami - domaci 1238 27 1265
Pohledavky za tretimi

stranami - zahrani¢ni 1 0 1
Pohledavky

za spolec¢nostmi

skupiny PMI 369 1 370
Uéty v bance 25 0 25
Kratkodobé pujcky

spriznéné strané 7075 0 7 075
Celkem 8 708 28 8736

Koncentrace uvérového rizika
Skupina sleduje koncentraci Uvérového rizika podle odbytovych region(.

Rozdéleni obchodnich pohledavek podle odbytovych regiond:

Ugetni hodnota

k 31.12. 2011 Ceska  Slovenska

(v milionech K¢) republika republika Ostatni Celkem
Pohledavky za tretimi

stranami - domaci 1112 144 0 1256
Pohledavky za tretimi

stranami - zahraniéni 0 0 0 0
Pohledavky

za spoleénostmi

skupiny PMI 0 0 423 423
Celkem 1112 144 423 1679
Uéetni hodnota .

k 31.12.2010 Ceska  Slovenska

(v milionech K¢) republika republika Ostatni Celkem
Pohledavky za tretimi

stranami - domaci 1150 115 0 1265
Pohledavky za tretimi

stranami - zahraniéni 0 0 1 1
Pohledavky

za spoleénostmi

skupiny PMI 0 0 370 370
Celkem 1150 115 371 1636

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.

Carrying
amount as at
December 31,
2011

(in CZK million)

Unimpaired financial
assets not yet due

Unimpaired financial
assets past due

Total

Receivables from
third parties -
domestic

Receivables from
third parties -
foreign

Receivables from
PMI entities

Cash at banks

On demand deposits
with related parties

Total

Carrying
amount as at
December 31,
2010

(in CZK million)

1242

420
60

5827
7 549

Unimpaired financial
assets not yet due

14

17

Unimpaired financial
assets past due

1256

423
60

5827
7 566

Total

Receivables from
third parties -
domestic

Receivables from
third parties - foreign

Receivables from
PMI entities

Cash at banks

On demand deposits
with related parties

Total

1238

369
25

7075
8 708

Credit risk concentration
The Group monitors the concentration of credit risk by distribution regions.

28

Classification of trade receivables by distribution regions:

Carrying amount as at

December 31, 2011

(in CZK million)

Czech
Republic

Slovak
Republic

Other

1265

370
25

7 075
8 736

Total

Receivables from third

parties - domestic

Receivables from third

parties - foreign

Receivables from PMI

entities
Total

1112

1112

Carrying amount as at

December 31, 2010

(in CZK million)

Czech
Republic

144 -

- 423
144 423

Slovak
Republic

Other

1256

423
1679

Total

Receivables from third

parties - domestic

Receivables from third

parties - foreign

Receivables from PMI

entities
Total

1150

1150

115 -

115 371

1265

370
1636
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Uvérova bonita finanénich aktiv, ktera nejsou po splatnosti ani
znehodnocena

Pri stanoveni ratingu finan¢nich aktiv, ktera nejsou po splatnosti ani
znehodnocena, pouziva Skupina nasleduijici kritéria:

e tfidé bonity 1 jsou zarazeny pohledavky v(ci odbératelim zajisténé
bankovnimi zarukami, u nichz neexistuje zadny objektivni diikaz, ktery by
signalizoval mozné snizeni jejich hodnoty.

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

Pohledavky za spole¢nostmi PMI a kratkodobé pujcky splatné

na pozadani poskytnuté v ramci skupiny PMI jsou v roce 2011 zarfazeny
do skupiny s hodnocenim A podle PMI ratingu Standard & Poor’s

(2010: A).

Hotovost v bankéach je zarazena podle hodnoceni dlouhodobych depozit
prostfednictvim agentury Moody’s. Jako banky a financni instituce
pouzivané Skupinou jsou akceptovany pouze ty s hodnocenim A2 nebo
vice (2010: A1).

Moody’s
Stav Standard rating
k31.12.2011 &Poor's  dlouhodobych
(v milionech K¢) Bonita1 Bonita2 rating (A) deposit (min A2) Celkem
Pohledavky
za tretimi stranami
- domaci 1163 79 0] 0] 1242
Pohledavky
za tretimi stranami
- zahraniéni 0 0 0 0 0
Pohledavky
za spolec¢nostmi
skupiny PMI 0 0 420 0 420
Uéty v bance 0 0 0 60 60
Kratkodobé pujcky
spriznéné strané 0 0 5827 0 5827
Celkem 1163 79 6 247 60 7 549
Stav Standard  Moody'’s rating
k31.12.2010 &Poor's  dlouhodobych
(v milionech K¢) Bonita1 Bonita2 rating (A) deposit (A1) Celkem
Pohledavky
za tretimi stranami
- domaci 1071 167 0 0 1238
Pohledavky
za tretimi stranami
- zahranicni 0 1 0 0 1
Pohledavky
za spolec¢nostmi
skupiny PMI 0 0 369 0 369
Usty v bance 0 0 0 25 25
Kratkodobé puijcky
spriznéné strané 0 0 7 075 0 7 075
Celkem 1071 168 7 444 25 8 708

Ugetni hodnota finanénich aktiv po splatnosti, ktera nejsou
znehodnocena

0Od data splatnosti uplynulo

Stav k 31.12. 2011 Do 1 1-3 Vice nez

(v milionech K¢) mésice mésice 3 mésice Celkem
Pohledavky za tretimi

stranami - domaci 14 0 0 14
Pohledavky

za spole¢nostmi skupiny

PMI 2 1 0 3

Celkem 16 1 (o] 17

Credit quality of financial assets not yet due and not impaired
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The Group uses the following criteria when setting ratings of financial assets
that are not yet due and are not impaired.
* Solvency class 1 includes receivables from third parties secured by

bank guarantees for which there is no objective evidence indicating

impairment.

Solvency class 2 includes receivables that are unsecured trade

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

Receivables from and on-demand deposits with PMI entities are classified

according to Standard & Poor’s rating of PMI. In 2011, the S&P rating

was A (2010: A).
Cash with banks is classified according to Moody’s Long-term Deposit

rating. For banks and financial institutions, only independently-rated
parties with a minimum rating of A2 (2010: A1) are accepted.

Balance as at
December 31,
2011

(in CZK million)

Solvency
class 1

Solvency
class 2

Standard
&Poor’s
rating (A)

Moody’s
Long-term
Deposit min.
rating (A2)

Total

Receivables from
third parties -
domestic

Receivables from
third parties -
foreign

Receivables from
PMI entities

Cash at banks

On demand
deposits with
related parties

Total

Balance as at
December 31,
2010

(in CZK million)

1163

1163

Solvency
class 1

79

79

Solvency
class 2

420

5827
6 247

Standard
&Poor’s
rating (A)

60

60

Moody’s
Long-term
Deposit
rating (A1)

1242

420
60

5827
7 549

Total

Receivables from
third parties -
domestic

Receivables from
third parties -
foreign
Receivables from
PMI entities

Cash at banks

On demand
deposits with
related parties

Total

Carrying amount of financial assets past due but not impaired

Balance as at

1071

1071

167

168

369

7075
7 444

25

25

Months past due

1238

369
25

7 075
8 708

December 31, 2011

(in CZK million)

Less than
1 month

1-3
months

More than
3 months

Total

Receivables from third

parties - domestic
Receivables from PMI

entities
Total

14

41
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Od data splatnosti uplynulo

Stav k 31. 12. 2010 Do 1 1-3 Vice nez

(v milionech K¢) mésice mésice 3 mésice Celkem
Pohledavky za tretimi

stranami - domaci 27 0 0 27
Pohledavky

za spole¢nostmi skupiny

PMI 1 0 0 1
Celkem 28 (o] (o] 28

c) Riziko likvidity

Obezretné rizeni rizika likvidity predpoklada udrzovani dostatecné

Urovné hotovosti. Rizeni likvidity Skupiny provadi centralné oddéleni PMI
Treasury v Lausanne prostrednictvim domaciho a mezinarodniho systému
,cash pool“. V souladu s pravidly PMI pripravuje Skupina tydenni vyhled
penézniho toku na nasledujici mésic a mésiéni vyhled penézniho toku

na nasledujicich 12 mésica.

Analyza splatnosti smluvnich nediskontovanych penéznich tokui

Stavk 31. 12. 2011

(v milionech K¢) Do 3 mésicu

Consolidated Financial Statements

Months past due

Balance as at

December 31, 2010 Less than 1-3 More than

(in CZK million) 1 month months 3 months Total
Receivables from third

parties - domestic 27 - - 27
Receivables from PMI

entities 1 - - 1
Total 28 - - 28

c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash.
Liquidity of the Group is managed and controlled by the central PMI
Treasury group 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 cash amounts)

Balance as at December 31, 2011

(in CZK million) Less than 3 months

Zavazky z obchodnich vztah( vici tretim stranam

a spolec¢nostem skupiny PMI 1000

Nevybrané dividendy 10

Stavk 31.12. 2010

(v milionech K¢) Do 3 mésicu

Zéavazky z obchodnich vztah( v(ici tretim stranam
a spole¢nostem skupiny PMI 754

Nevybrané dividendy 8

3.2  Rizeni kapitalu

Cilem Skupiny pfi fizeni kapitalu je zajisténi nepretrzité ¢innosti s cilem
poskytovat akcionarlim navratnost viozenych prostredku. K udrzeni nebo
upravé kapitalové struktury Skupina muaze upravit vysi dividendy, vydat nové
akcie nebo prodat sv(ij majetek za ucelem snizeni dluhu.

Za kapital Spolecnosti a jeji Dcefiné spole¢nosti pro potiebu Fizeni kapitalu
se rozumi vlastni kapital vykazany v konsolidovaném vykazu finanéni pozice.

3.3 Odhad realné hodnoty

Realna hodnota finan¢nich nastrojii obchodovanych na aktivnich trzich

je stanovena na zakladé kétovanych trznich cen platnych k rozvahovému
dni. Pro stanoveni realné hodnoty finan¢nich nastrojt, které nejsou
obchodovany na aktivnim trhu, se pouzivaji techniky ocenovani. Skupina
¢ini predpoklady, pfi nichz vychazi z trznich podminek existujicich

ke kazdému rozvahovému dni. Zustatkova hodnota kratkodobych finan¢nich
aktiv a kratkodobych financ¢nich pasiv se blizi jejich realné hodnoté.

Trade payables to third parties and PMI entities 1 000

Dividend payable 10

Balance as at December 31, 2010

(in CZK million) Less than 3 months
Trade payables to third parties and PMI entities 754
Dividend payable 8

3.2 Capital 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.

Equity as presented in these consolidated financial statements of the
Company and its Subsidiary is considered as capital of the Group for the
capital management purposes.

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 technigues. The Group makes assumptions that are based
on market conditions existing as at each balance sheet date. The carrying
amounts of current financial assets and financial liabilities are assumed to
approximate their fair values.
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4. INFORMACE O SEGMENTECH

Provoznim segmentem je slozka podniku, ktera generuje vynosy a které
vznikaji naklady a jejiz finan¢ni vysledky jsou pravidelné vyhodnocovany
subjektem s rozhodovaci pravomoci za Uc¢elem alokace zdroju a posouzeni
vykonnosti. Jako subjekt s rozhodovaci pravomoci byl identifikovan
management tym Skupiny (viz bod 2.5).

Management tym Skupiny sleduje vykonnost Skupiny na zakladé
geografickych oblasti pokrytych ¢innosti Skupiny. Segmenty Skupiny jsou
Ceska republika, Slovenska republika a ostatni zemé.

Management tym Skupiny analyzuje provozni zisk za u¢elem posouzeni
vykonnosti segmentu a alokace zdrojli. Provozni zisk pro Gc¢ely vykazovani
segmentl nezahrnuje naklady alokované matefskou spoleénosti, kurzové
rozdily a ostatni nealokovatelné naklady a vynosy. Urokovy vynos, Grokovy
naklad a rezerva na dan z pfijmU jsou fizené centralné, tudiz tyto polozky
nejsou vykazovany podle segmentu, protoze nejsou pravidelné poskytovany
management tymu Skupiny podle segmentt.

Informace o celkovych aktivech po segmentech nejsou uvedeny, jelikoz
s témito informacemi management tym Skupiny nepracuje a ani mu nejsou

predkladany.

Vysledky segmentu za rok koncici 31. 12. 2011 maji tuto strukturu:

Ceska  Slovenska Ostatni
(v milionech K¢) republika republika zemé Celkem
Hrubé trzby 6 941 1903 4 609 13 453
Mezisegmentové trzby -1 298 0 0 -1 298
Externi trzby 5643 1903 4 609 12 155
Manazersky hruby zisk 4 038 1258 1111 6 407
Manazersky provozni
zisk 2553 589 348 3490

Vysledky segment( za rok koncici 31. 12. 2010 maji tuto strukturu:

Ceska  Slovenska Ostatni
(v milionech K¢) republika republika zemé Celkem
Hrubé trzby 7 000 1966 3845 12 811
Mezisegmentove trzby -1409 0 0 -1409
Externi trzby 5 591 1966 3845 11 402
Manazersky hruby zisk 4 007 1318 932 6 257
Manazersky provozni
zisk 2 457 613 241 3 311

Odsouhlaseni manazerského hrubého zisku na celkovy hruby zisk je
nasledujici:

(v milionech K¢) 31.12. 2011 31.12. 2010
Manazersky hruby zisk 6 407 6 257
Licenéni poplatky -453 -435
Fixni vyrobni naklady -929 -938
Hruby zisk 5025 4884

Licen¢ni poplatky a fixni vyrobni naklady jsou pro ucely analyzy
management tymem Skupiny vyjmuty z manazerského hrubého zisku a jsou
obsazeny v manazerském provoznim zisku.
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4. SEGMENT REPORTING

An operating segment is a component of an entity that earns revenues
and incurs expenses and whose financial results are regularly reviewed

by the Group’s chief operating decision-maker to make decisions about
the allocation of resources and assessment of performance. The chief
operating decision-maker has been identified as the Group’s management
team (see Note 2.5).

The Group management team monitors performance of the Group with
reference to the geographical areas covered by the Group’s operations.
The Group’s reportable segments are the Czech Republic, Slovak Republic
and other countries.

The Group management team reviews profit from operation to evaluate
segment performance and allocate resources. Profit from operation for the
segments reporting excludes corporate expenses and other non-allocated
income/expenses. Interest income, interest expense and provision for
income taxes are centrally managed and accordingly such items are not
presented by segment since they are not regularly provided by segment to
the Group management team.

Information about total assets by segment is not disclosed because such
information is not reported to or used by Group management team.

The segment results for the period ended December 31, 2011 are as follows:

Czech Slovak Other
(in CZK million) Republic Republic countries Total
Total gross segment
revenues 6 941 1903 4 609 13 453
Inter-segment revenues (1298) - - (1 298)
External revenues 5643 1903 4 609 12 155
Management gross
profit 4038 1258 111 6 407
Management profit from
operation 2 553 589 348 3490

The segment results for the period ended December 31, 2010 are as follows:

Czech Slovak Other

(in CZK million) Republic Republic countries Total
Total gross segment

revenues 7 000 1966 3845 12 811
Inter-segment revenues (1 409) - - (1 409)
External revenues 5591 1966 3845 11 402
Management gross

profit 4007 1318 932 6 257
Management profit from

operation 2 457 613 241 3 311

A reconciliation of management gross profit to total gross profit is provided
as follows:

(in CZK million) December 31,2011 December 31,2010
Management gross profit 6 407 6 257
Royalties (453) (435)
Fixed manufacturing expenses (929) (938)
Gross profit 5025 4 884

Royalties and Fixed manufacturing expenses are for the purpose of Group
management team review excluded from management gross profit, but
these amounts are deducted when determining management profit from
operations.
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Odsouhlaseni manazerského provozniho zisku na celkovy zisk pred
zdanénim je nasleduijici:

Consolidated Financial Statements

A reconciliation of management profit from operation to total profit before
income tax is provided as follows:

(v milionech K¢) 31.12. 2011 31.12. 2010 (in CZK million) December 31,2011 December 31,2010
Manazersky provozni zisk 3 490 3311 Management profit from
Naklady alokované mateiskou operation 3 490 3311
spolecnosti -354 -355 Corporate expenses (354) (355)
Ostatni vynosy, Cisté 10 -10 Other operating income /
Urokové vynosy 20 29 (expense), net 10 (10)
Zisk pred zdané&nim 3166 2975 Interest income 20 29
Profit before tax 3 166 2975
Odpisy a amortizace zahrnuty v manazerském provoznim zisku lze rozdélit
do jednotlivych segment( nasledovné: Depreciation and amortisation included in management profit from
operations allocated to individual segments is as follows:
Ceska  Slovenska Ostatni
(v milionech K¢) republika republika zemé Celkem Czech Slovak Other
2011 173 76 203 472 (in CZK million) Republic Republic countries Total
2010 178 79 201 458 20m 173 76 223 a2
2010 178 79 201 458

Trzby vznikaiji z prodeje tabakovych vyrobk (vlastni vyrobky nebo zbozi)
a sluzeb. Analyza trzeb je nasleduijici:

(v milionech K¢) 2011 2010
Prodej vyrobku a zbozi 12 134 11 320
Prodej sluzeb 21 82
Celkem 12 155 11 402

Trzby od zakaznik(l nebo skupin zakaznik(i pod spole¢nou kontrolou
prevysujici 10 % celkovych trzeb Skupiny: trzby ve vysi 1 489 milion K¢
(2010: 1 192 miliont K&) z prodeje jednomu zakaznikovi v segmentu
Ceska republika a trzby ve wai 4 339 miliont K& (2010: 3 845 miliontl K&)
z prodeje spolec¢nostem ve skupiné PMI v segmentu Ostatni zemé.

Hodnota dlouhodobych aktiv Skupiny, jinych nez odlozena danova
pohledavka, umisténych v Ceskeé republice je 2 768 miliontl K¢

(2010: 2 820 milion K&) a hodnota téchto aktiv umisténych ve Slovenské
republice je 48 milion K& (2010: 38 milion( K&).

Revenues from external customers are derived from sales of tobacco
products (finished goods or merchandise) and services. Breakdown of the
revenues is as follows:

(in CZK million) 2011 2010

Sales of finished goods and

merchandise 12 134 11 320
Sales of services 21 82
Total 12 155 11 402

Revenues from customers or groups of customers under common control
exceeding 10% of the Group’s revenues: revenue of CZK 1 489 million
for 2011 (2010: CZK 1 192 million) derived from one customer is
included in segment Czech Republic and revenue of CZK 4 339 million
(2010: CZK 3 845 million) derived from the PMI group of companies is
included in segment Other countries.

The total of the Group’s non-current assets, other than deferred

tax assets, located in the Czech Republic is CZK 2 768 million

(2010: CZK 2 820 million) and the total of these assets located in Slovakia
is CZK 48 million (2010: CZK 38 million).



5. POZEMKY, BUDOVY A ZARIiZENi

Philip Morris CR a.s.

Dopravni Pofizeni
Pozemky, prostiedky, Inventar aktiv
budovy stroje a a poskytnuté
(v milionech K¢) astavby azafizeni vybaveni zalohy Celkem
K1.1.2010
Porizovaci cena 1747 3984 91 312 6 134
Opravky a snizeni
hodnoty -1109 -2 389 -75 0 -3 573
Zustatkova
hodnota 638 1595 16 312 2 561
Rok koncici
31.12. 2010
Pocatecni
zUstatkova
hodnota 638 1595 16 312 2 561
PrirGstky 162 554 -42 679
Vyrazeni -2 -56 0 0 -58
Odpisy -91 -335 -4 0 -430
Koneéna
zustatkova
hodnota 707 1758 17 270 2752
K 31.12.2010
Porizovaci cena 1871 4 325 90 270 6 556
Opravky a snizeni
hodnoty -1164 -2 567 -73 0 -3 804
Zustatkova
hodnota 707 1758 17 270 2752
Rok konéici
31.12. 2011
Pocatecni
z(statkova
hodnota 707 1758 17 270 2752
Prirtstky 35 361 0 30 426
Vyfazeni -2 -24 0 0 -26
Odpisy -73 -340 -4 0 -417
Koneéna
zustatkova
hodnota 667 1755 13 300 2735
K 31.12.2011
Porizovaci cena 1898 4562 84 300 6 844
Opravky a snizeni
hodnoty -1 231 -2 807 -71 0 -4 109
Zustatkova
hodnota 667 1755 13 300 2735

Najemné za rok 2011 v hodnoté 95 miliont K& (2010: 110 miliond K¢)
za pronajem skladu a kancelarskych prostor, je zahrnuto do vykazu zisku

a ztraty.

Veskeré vydaje na pofizeni dlouhodobych aktiv byly financovany z viastnich

zdroj Skupiny.
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5. PROPERTY, PLANT AND EQUIPMENT

(in CZK million)

Property,
Buildings &
Construc-
tions

Vehicles &
Machinery
Equipment res

Furni-
ture
& Fixtu-

Construc-
tions in
progress &
Advances
paid

45

Total

As at January 1,
2010

Cost

Accumulated
depreciation and
impairment

Net carrying
amount

Year ended
December 31,
2010

Opening net
carrying amount

Additions cost

Disposal net
carrying amount

Depreciation
charge
Closing net
carrying
amount

As at December
31,2010

Cost

Accumulated
depreciation and
impairment

Net carrying
amount

Year ended
December 31,
2011

Opening net
carrying amount

Additions cost

Disposal net
carrying amount

Depreciation
charge

Closing net
book amount

As at December
31,2011

Cost

Accumulated
depreciation and
impairment

Net carrying
amount

1747

(1109)

638

638
162

2

(91)

707

1871

(1164)

707

707
35

(2

(73)

667

1898

(1 231)

667

3984 91

(2 389) (75)

1595 16

1595 16
554

(56) -

(335) (4)

1758 17

4 325 90

(2 567) (73)

1758 17

1758 17
361 -

(24) -

(340) (4)

1755 13

4562 84

(2 807)

1755 13

312

312

312
(42)

270

270

270

270
30

300

300

300

6 134

(3 573)

2 561

2 561
679

(68)

(430)

2752

6 556

(3 804)

2752

2752
426

(26)

(417)

2735

6 844

(4 109)

2735

Lease rentals during 2011 amounting to CZK 95 million (2010: CZK 110
million) relating to the lease of warehousing and office space are charged

to profit or loss.

All investments in property, plant & equipment were financed by the Group’s

own resources.
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6. SNiZENi HODNOTY POZEMKU, BUDOV
A ZARIZENi

V roce 2011 a 2010 nebylo vykazano zadné snizeni hodnoty dlouhodobych
aktiv.

Consolidated Financial Statements

7. ZASOBY

(v milionech K¢&) 31.12. 2011 31.12. 2010
Material 541 636
Nedokoncena vyroba 149 156
Vyrobky 411 277
Zbozi 196 100
Celkem 1297 1169

Pofizovaci naklady na zasoby, bez vyrobni rezie, vykazané

v konsolidovaném vykazu Uplného vysledku roku 2011 jako naklad
a zahrnuté v polozce Naklady na prodané vyrobky a zbozi inily

5 669 miliond K& (2010: 5 054 miliond K¢).

8. OBCHODNI A OSTATNIi FINANCNi POHLEDAVKY
A OSTATNI NEFINANCNI AKTIVA

(v milionech K¢) 31.12. 2011 31.12.2010
Obchodni a ostatni finanéni

pohledavky:

Treti strany 1256 1266
Spfiznéné strany 423 370
Celkem 1679 1636
Ostatni nefinanc¢ni aktiva:

Ostatni aktiva - spotiebni dan 5693 2845
Placené zalohy 46 47
Ostatni pohledavky 1 1
Celkem 5740 2893
9.  PENEZNi PROSTREDKY A PENEZNi

EKVIVALENTY

(v milionech K¢) 31.12. 2011 31.12.2010
Usty v bance 60 25
Kratkodobé pujcky spfiznénym

stranam splatné na pozadani (viz

bod 26) 5827 7 075
Celkem 5887 7 100

Kratkodobé pujcky splatné na pozadani poskytnuté spfiznénym stranam
predstavuiji iroc¢ené kratkodobé pljcky. Analyza kratkodobych pohledavek
za spfiznénymi stranami je uvedena v bodé 26.

Penézni prostredky a penézni ekvivalenty pro ucely sestaveni
konsolidovaného vykazu penéznich tok( Cinily 5 887 milioni K& (2010:
7 100 miliond K¢).

6. IMPAIRMENT OF PROPERTY, PLANT AND
EQUIPMENT

There was no impairment loss recognized in 2011 and 2010.

7. INVENTORIES

(in CZK million) December 31,2011 December 31,2010
Materials 541 636
Work-in-progress 149 156
Finished goods 411 277
Merchandise 196 100
Total 1297 1169

The cost of inventories, excluding allocated overheads, recognised
as expense in 2011 and included in costs of goods sold amounted to
CZK 5 669 million (2010: CZK 5 054 million).

8. TRADE AND OTHER FINANCIAL RECEIVABLES
AND OTHER NON-FINANCIAL ASSETS

(in CZK million) December 31,2011 December 31,2010
Trade and other financial

receivables:

Third parties 1256 1266
Related parties 423 370
Total 1679 1636
Other non-financial assets:

Other assets - excise tax 5693 2845
Prepayments 46 47
Other receivables 1 1
Total 5740 2893

9. CASH AND CASH EQUIVALENTS

(in CZK million) December 31,2011 December 31,2010
Cash at banks 60 25
On-demand deposits with related

parties (Note 26) 5827 7075
Total 5887 7 100

On-demand deposits are interest bearing loans to related parties - see
Note 26 for the analysis of receivables from related parties.

Cash and cash equivalents for the purposes of the consolidated cash flow
statement include CZK 5 887 million (2010: CZK 7 100 million).
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10. ZAKLADNI KAPITAL A OSTATNi FONDY
Zakladni kapital Spolec¢nosti predstavuje 2 745 386 kust akcii v nominalni
hodnoté 1 000K¢ a je pIné splacen. V priibéhu predchazejicich dvou let

nedoslo k zadnym zménam v zakladnim kapitalu a poétu nebo druhu akcii.

Zakladni kapital Spoleénosti je rozvrzen na:

Pocet akcii Hodnota v Ké
Neregistrované kmenové listinné
akcie na jméno 831688 831 688 000
Registrované kmenové
zaknihované akcie na jméno 1913698 1913 698 000
Akcie celkem 2 745 386 2 745 386 000

VSem akciim pfislusi stejna prava.

Identifikacni oznaceni akcii Spole¢nosti podle mezinarodniho systému
cislovani je ISIN: CS0008418869.

Akcie Spolecnosti jsou pfijaty k obchodovani na trhu organizovaném
Burzou cennych papir(i Praha, a.s. a spole¢nosti RM-SYSTEM,

Ceska burza cennych papirt a.s. Vefejnosti bylo k 31. 12. 2011 drzeno

2 745 386 kust akcii, z toho 77,6 % bylo drzeno spole¢nosti Philip Morris
Holland Holdings B.V.

Spole¢nost i Dcefina spolecnost vytvorily zakonny rezervni fond. Rezervni
fond nesmi byt pouzit k rozdéleni akcionarim, ale méze byt pouzit k Uhradé
ztraty. Vy$e zakonného rezervniho fondu Philip Morris CR a.s. &ini 20%
zakladniho kapitalu Spolec¢nosti a vyse zakonného rezervniho fondu Dcefiné
spolecnosti ¢ini 10 % jejiho zakladniho kapitalu (ekvivalent 2 milion( K&).

11. OBCHODNI A OSTATNI FINANCNi ZAVAZKY
A OSTATNI NEFINANCNIi ZAVAZKY

(v milionech K¢&) 31.12. 2011 31.12. 2010
Obchodni a ostatni finanéni

zavazky

Treti strany 274 112
Ostatni spriznéné strany 424 342
Dohadné ucty pasivni 302 303
Nevyplacené dividendy 10 8
Celkem 1010 765
Nefinanéni zavazky

Zavazky vici zaméstnancim 116 122
Zavazky ze sociélniho

zabezpeceni a zdravotniho

pojisténi 38 42
Prijaté zalohy 26 27
Vynosy pristich obdobi 26 32
Celkem 206 223

Zavazky vyplyvajici z transakci mezi spfiznénymi stranami jsou popsany
v bodé 26.
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10. REGISTERED CAPITAL AND OTHER RESERVES
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 1913698 1913 698 000
Total ordinary shares 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.

The Company’s shares are admitted for trading on the public market
organised by the Prague Stock Exchange and the Czech share

trading system, RM-SYSTEM, éeska burza cennych papirt a.s.

As at December 31, 2011, 2 745 386 shares were publicly held, out of
which 77.6% were held by the company Philip Morris Holland Holdings 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
(equivalent to CZK 2 million).

11. TRADE AND OTHER FINANCIAL LIABILITIES
AND OTHER NON-FINANCIAL LIABILITIES

(in CZK million) December 31,2011 December 31,2010
Trade and other financial

liabilities

Third parties 274 112
Other related parties 424 342
Accrued expenses 302 303
Dividends payable 10 8
Total 1010 765
Non-financial liabilities

Amounts due to employees 116 122
Social security and health

insurance 38 42
Advances received 26 27
Deferred revenues 26 32
Total 206 223

Trade payables to related parties are disclosed in Note 26.
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12. OSTATNi DANOVE ZAVAZKY 12. OTHER TAX LIABILITIES

(v milionech K¢) 31.12. 2011 31.12. 2010 (in CZK million) December 31,2011 December 31,2010
Dan z pfidané hodnoty 494 529 VAT 494 529
Spotrebni dan 7 262 4 852 Excise tax 7 262 4 852
Ostatni dané 17 9 Other taxes 17 9
Celkem 7773 5390 Total 7773 5390
13. ODLOZENA DAN Z PRiJMU 13. DEFERRED INCOME TAX

Odlozené danové pohledavky a zavazky jsou vzajemné kompenzovany,
pokud existuje ze zakona vymahatelné pravo kompenzace kratkodobych
danovych pohledavek proti kratkodobym danovym zavazkim a pokud se

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.

odlozena dan vztahuje ke stejnému finanénimu Gradu.

Kompenzované ¢astky jsou nasleduijici:

The offset amounts are as follows:

(v milionech K¢) 31.12. 2011 31.12. 2010
Odlozena danova pohledavka
- nekompenzovana 7 5
Odlozena danova pohledavka
Odlozena danova pohledavka
- kompenzovana 24 29
QOdlozeny danovy zavazek -148 -139
Odlozeny cisty danovy zavazek -124 -110
Odlozena danova pohledavka
- Odlozena danova pohledavka
s oGekavanou realizaci
do 12 mésict 23 28
- Odlozena danova pohledavka
s oGekavanou realizaci za vice
nez 12 mésicl 8 6
Celkem 31 34
Odlozeny danovy zavazek
- Odlozeny danovy zavazek, ktery
ma byt vyrovnan do 12 mésicu 1
- Odlozeny danovy zavazek, ktery
ma byt vyrovnan za vice nez
12 mésicl -149 -139
Celkem -148 -139
Brutto pohyb na uc¢tu odlozené dané z pfijmu je nasleduijici:
(v milionech K¢) 2011 2010
K1.1. -105 -107
Zauctovani do vykazu zisku
a ztraty -12 2
K31.12. -117 -105

Zmény odlozenych danovych pohledavek a zavazku (pfed kompenzaci
zGstatkd v ramci téze danové jurisdikce) v daném obdobi byly nasleduijici:

Odlozeny danovy zavazek
(v milionech K¢)

Zrychlené danové odpisy

K1.1.2010 -130
Zauctovani do vykazu zisku a ztraty -9
K 31.12.2010 -139
Zauctovani do vykazu zisku a ztraty -9
K 31.12.2011 -148

(in CZK million) December 31,2011 December 31,2010
Deferred tax assets not offset 7 5
Deferred tax assets 7 5
Deferred tax assets offset 24 29
Deferred tax liabilities (148) (139)
Deferred tax liability net (124) (110)
Deferred tax assets
- Deferred tax assets to be

recovered within 12 months 23 28
- Deferred tax asset to be

recovered after more than 12

months 8 6
Total 31 34
Deferred tax liabilities
- Deferred tax liabilities to be

recovered within 12 months 1 -
- Deferred tax liabilities to be

recovered after more than 12

months (149) (139)
Total (148) (139)

The gross movement in the deferred income tax is as follows:

(in CZK million) 2011 2010
January 1 (105) (107)
(Charge) / credit to profit or loss (12) 2
December 31 (117) (105)

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

(in CZK million) Accelerated tax depreciation

As at January 1, 2010 (130)
Charge to profit or loss (9)
As at December 31, 2010 (139)
Charge profit or loss (9)
As at December 31, 2011 (148)
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Odlozena dariova Snizeni Eliminace Deferred Provisions Share- Unrealised
pohledavka hodnoty Uhrady nerealizovaného tax assets for based profit
(v milionech K¢) zasob akciemi zisku Ostatni Celkem (in CZK million) inventories payments elimination  Other Total
K1.1.2010 0 5 7 11 23 As at January 1,
Zauétovani do vykazu 2010 - 5 7 11 23
zisku a ztraty 4 1 3 3 ah! Credit to total profit
K 31.12.2010 4 6 10 14 34 orloss 4 ! s s I
e . As at
Zauctovani do vykazu
: . December 31,
zisku a ztraty 2 2 -8 1 -3 2010 a 6 10 14 34
K 31.12. 2011 6 8 2 15 31 Credit / (charge)
- i i i . L profit or loss 2 2 (8) 1 (3)
S ucinnosti od 1. 1. 2010 plati sazba 19 % pro stanoveni splatné i odlozené As at
dane. December 31,
2011 6 8 2 15 31
14. FINANéNi WNOSY Effective from January 1, 2010, the rate of 19% is used for calculation

of corporate income tax and deferred tax.
Finanéni vynosy ve vysi 20 miliont K¢ (2010: 29 miliond K¢&) predstavuiji
pfijaté uroky z kratkodobych pujcek a depozit poskytnutych spfiznénym

stranam (viz bod 26). 14. FINANCIAL INCOME
Financial income of CZK 20 million (2010: CZK 29 million) represents

15. DRUHOVE éLENENi NAKLADCI - DOPLNUJiCi the interest income received from interest-bearing short-term loans and
deposits with related parties (see Note 26).

INFORMACE P parties ( )

{v milionech KE) 2011 2010 15. EXPENSES BY NATURE - ADDITIONAL

Zmény stavu zasob hotovych vyrobkd,

nedokoncené vyroby a zbozi -1 281 -1263 INFORMATION

Aktivace -4 -9

Spotieba materialu a energie 6822 6295 (in CZK million) 2011 2010

. Changes in inventories of FG
Sluzb 1799 1779 ’
NUI: ‘(; WIP and Merchandise (1 281) (1 263)
aklady na zaméstnance o

a zaméstnanecké pozitky 1047 1047 On work capitalized (4) ©

Odpisy a amortizace 472 458 Raw materials and consumables used 6 822 6 295

Ostatni 164 139 Services 1799 1779

Naklady na prodané vyrobky a zbozi, Employee benefits expense 1047 1047

odbytové a administrativni naklady 9019 8 446 Depreciation and amortisation 472 458
Other 164 139

. . Costs of goods sold, distribution and
16. NAKLADY NA ZAMESTNANCE administrative expenses 9019 8 446

A ZAMESTNANECKE POZITKY
16. EMPLOYEE BENEFITS EXPENSE

(v milionech K¢) 2011 2010

Mzdové naklady véetné nakladi souvisejicich

s ukonéenim pracovniho poméru ve vysi (in CZK million) 2011 2010
40 miliond K¢ (2010: 38 miliont K&) 754 751 Wages and salaries, including termination

Naklady na socialni zabezpeceni a zdravotni benefits CZK 40 million

pojisténi 93 107 (2010: CZK 38 million) 754 751
Penzijni naklady - plany definovanych Social security and health insurance 93 107
F')”Spe"ku 153 144 Pension costs - defined contribution plans 153 144
Uhrady vazané na akcie 7 5 Share-based payments 7 5
Ostatni socialni naklady 40 40 Other employee-related costs 40 40
Celkem 1047 1047 Total 1047 1047

K 31. 12. 2011 méla Skupina 1 172 zaméstnanct (2010: 1 231) v¢etné As at December 31, 2011, the number of employees was 1 172

41 fidicich zaméstnanct (2010: 48). Ridici zaméstnanci Skupiny zahrnuiji (2010: 1 231) including 41 managers (2010: 48). Managers of the Group
feditele odboru a vedouci Usek.

include employees who are department heads and senior managers.
Na zakladé zakona Skupina odvadi pfispévky na socialni a diichodoveé
zabezpeceni, zdravotni pojisténi a prispévek na statni politiku zaméstnanosti.
Prispévky za rok 2011 Cinily 34 % (2010: 34 %) z objemu hrubych mezd.
Skupina neni povinna platit dalsi pfispévky nad ramec zakonnych odvodu.

The Group is legally required to make contributions to government health,
pension and unemployment schemes. During 2011, the Group paid
contributions at a rate of 34% of gross salaries (2010: 34%) and is not
required to make any contributions in excess of this statutory rate.

Skupina dale poskytuje svym zaméstnancim doplitkové penzijni pfipojisténi
formou prispévkd nezavislym penzijnim fondlm na zakladé schvaleného
penzijniho planu Skupiny.

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.
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Principy zaméstnanosti a odménovani jsou reseny kolektivni smlouvou. Pri Principles of employment and remuneration are covered by the Collective
kolektivnim vyjednavani probiha kontrola dodrzovani pracovné pravnich Labour Agreement. Audit of the observances of labour law regulations in the
predpist ve Spolecnosti. Company takes place during the Collective Labour Agreement negotiations.
17. REZERVY NA KRATKODOBE ZAVAZKY 17. PROVISIONS FOR CURRENT LIABILITIES

K 31. 12. 2011 vedeni Skupiny schvalilo nékolik pland tykajicich se The management of the Group approved several plans related to the
organizaéni restrukturalizace. Odhadované naklady na restrukturalizaci organizational restructuring. The estimated restructuring expense

ve vysi 7 miliontl K¢ predstavovaly odstupné zaméstnanct identifikovanych representing termination payments to those made redundant were

v téchto planech (2010: 16 miliond K¢&). Odhady pro roky 2011 a 2010 byly CZK 7 million as at December 31, 2011 (2010: CZK 16 million). For both

vypocteny v souladu s platnou kolektivni smlouvou roku 2011 a 2010, ktera years, the estimate was based on the number of employees identified in the

definovala vypocet odstupného. plans and the Collective Labour Agreement valid in 2011 and 2010, which
specified the amount to be paid to those affected.

K 31. 12. 2011 Skupina vytvorila rezervu na odménu pfi pracovnich

a zivotnich vyroc¢ich a na odménu pfi odchodu do ddchodu ve vysi According to the valid Collective Labour Agreement, the Group created
11 milion K¢ (2010: 0 K¢). Narok na tyto odmeény vyplyva z platné provision for employment anniversary and jubilee bonuses and for
kolektivni smlouvy. retirement bonus in amount of CZK 11 million as at December 31, 2011

(2010: CZK 0 million).

18. OSTATNi PROVOZNi VYNOSY
18. OTHER OPERATING INCOME

(v milionech K¢) 2011 2010

Kurzove zisky 122 86 (in CZK million) 2011 2010
Zisk z prodeje materialu 17 9 Exchange rate gains 122 86
Zisk z prodeje pozemkii, budov Gains on sale of material w ®
a zafizeni 1 8 Gains on sale of PP&E 1 8
Ostatni vynosy 6 8 Other 6 8
Celkem 146 1 Total 146 1
19. OSTATNIi PROVOZNi NAKLADY 19. OTHER OPERATING EXPENSE

(v milionech Kg&) 2011 2010 (in CZK million) 2011 2010
Kurzové ztraty 124 95 Exchange rate loss 124 95
Bankovni poplatky 1 21 Bank charges 11 21
Ostatni naklady 1 5 Other 1 5
Celkem 136 121 Total 136 121
20. CISTE ZISKY A ZTRATY Z FINANCNICH 20. NET PROFITS AND LOSSES FROM FINANCIAL

NASTROJU INSTRUMENTS

2011 Penézni 2011 Cash

(v milionech K¢&) Pohledavky  ekvivalenty Zavazky Celkem (in CZK million) Receivables equivalents Payables Total
Provozni vynosy Operating income

Kurzové zisky 60 20 42 122 Foreign exchange gain 60 20 42 122
Urokovy vnos 0 20 0 20 Interest income - 20 - 20
Provozni naklady Operating expense

Kurzové ztraty -25 -22 =77 -124 Foreign exchange

Gisté zisky (+) / losses (25) (22) (77) (124)
ztraty (-) 35 18 -35 18 Net gain / (loss) 35 18 (35) 18
2010 Penézni 2010 Cash

(v milionech K¢) Pohledavky ekvivalenty Zavazky Celkem (in CZK million) Receivables equivalents Payables Total
Provozni vynosy Operating income

Kurzové zisky 15 17 54 86 Foreign exchange gain 15 17 54 86
Urokowy vynos 0 29 0 29 Interest income - 29 - 29
Provozni naklady Operating expense

Kurzové ztraty -43 -17 -35 -95 Foreign exchange

Cisté zisky (+) / losses (43) (17) (35) (95)

ztraty (-) -28 29 19 20 Net gain / (loss) (28) 29 19 20



Philip Morris CR a.s.

21. DAN Z PRiJMU
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21. INCOME TAX EXPENSE

(v milionech K¢) 2011 2010 (in CZK million) 2011 2010
Splatna dan -613 -587 Current tax (613) (587)
Odlozena dan (viz bod 13) -12 2 Deferred tax (Note 13) (12) 2
Celkem -625 -585 Total (625) (585)

Sazba dané z piijm(i v Ceské republice pro rok 2011 a 2010 byla stanovena
ve wsi 19%.

Sazba dané z pfijmu ve Slovenské republice pro rok 2011 a 2010 byla
stanovena ve vysi 19 %.

Dan ze zisku Skupiny pfed zdanénim se lisi od teoretické ¢astky, ktera by
vznikla pouzitim prislusnych danovych sazeb na zisky Skupiny, takto:

(v milionech K¢) 2011 2010
Ucetni zisk pred zdanénim 3166 2975
Platna sazba dané z pfijmu 19% 19 %
Teoreticka daii z icetniho

zisku pred zdanénim -602 -565
Naklady neodpocitatelné

pro danoveé ucely -20 -21
Ostatni -3 1
Daii z pfijma celkem -625 -585

22. ZISK NA AKcCII

Zakladni a zredény ukazatel zisku na akcii je vypocteny jako podil zisku
pfipadajiciho na osoby drzici vlastni kapital Spole¢nosti k poctu kmenovych
akcii v obéhu béhem roku.

2011 2010
Zisk pfipadajici akcionarim
(v milionech K¢) 2541 2389
Pocet akcii v obéhu za dané
obdobi (v tisicich kust) 2 745 2 745
Zisk na akcii v K¢ 926 870

23. ROZDELENI ZISKU

Valna hromada akcionait spoleénosti Philip Morris CR a.s. schvalila
v dubnu 2011 vyplatu dividend ve vysi 3 459 milioni K¢ (1 260 K¢ na akcii)
a v dubnu 2010 ve vysi 2 141 miliond K¢ (780 K¢ na akcii).

Kromé dividend vyplacenych spoleénosti Philip Morris CR a.s., vyplatila
spolec¢nost Philip Morris Slovakia s.r.o. vlastniku mensinového podilu
dividendu ve vysi 1 milionu K¢ (2010: 1 milion Kg&).

O tom, zda bude vyplacena dividenda za ucetni obdobi 2011 a v jaké vysi,
rozhodnou akcionafri na radné valné hromadé, ktera se bude konat dne
27. 4. 2012.

The statutory income tax rate in the Czech Republic for the 2011 and 2010
assessment periods was 19%.

The statutory income tax rate in the Slovak Republic for the 2011 and 2010
assessment periods 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:

(in CZK million) 2011 2010
Profit before tax 3166 2975
Applicable tax rate 19% 19%
Tax calculated at local tax rate

applicable to profit before tax (602) (565)
Expenses not deductible for tax

purposes (20) (21)
Other 3) 1
Tax charge (625) (585)

22. EARNINGS PER SHARE

Basic and diluted earnings per share are calculated by dividing the net profit
attributable to shareholders of the Company by the number of ordinary
shares in issue during the year.

2011 2010
Income attributable to
shareholders in CZK million 2541 2389
Number of ordinary shares in
issue in thousands 2745 2745
Basic earnings per share in CZK 926 870

23. PROFIT DISTRIBUTION

The dividends approved by the Annual General Meeting of

Philip Morris CR a.s. in April 2011 and April 2010 were CZK 3 459 million
(CZK 1 260 per share) and CZK 2 141 million (CZK 780 per share),
respectively.

Besides dividends paid by Philip Morris CR a.s., Philip Morris Slovakia s.r.0.
paid dividends to Non-controlling interest in the amount of CZK 1 million
(2010: CZK 1 million).

Disbursement of dividends from the 2011 results will be decided at the
Annual General Meeting scheduled for April 27, 2012.
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24. POTENCIALNi ZAVAZKY

Skupina neni uéastna zadnych soudnich, spravnich nebo rozhod¢ich fizeni,
ktera by méla nebo mohla mit vyznamny vliv na finanéni situaci Skupiny.

Finanéni Urad v Ceské republice proved! dafové kontroly véech
zdanovacich obdobi az do roku 2008 vcéetné (Slovenska republika: 2005).
Finanéni Ufady v Ceské republice mohou provést danovou kontrolu do tfi

let od konce prislusného zdanovaciho obdobi (Slovenska republika: do péti
let) a mohou domeéfit danovou povinnost a pfislusné penale. Vedeni Skupiny
si neni védomo zadnych skutecnosti, které by v tomto ohledu mohly vést

k dodate¢nému vyznamnému danovému zavazku Skupiny.

25. SMLUVNI A JINE BUDOUCI ZAVAZKY

Zavazky z operativniho leasingu

Skupina si na zakladé nezrusitelnych smluv o operativnim leasingu
pronajima kancelare a sklady. Jednotlivé smlouvy maji rizné podminky,
dolozky o navySeni a prava na prodlouzeni smlouvy.

Skupina si také pronajima sklady na zakladé zrusitelnych smluv

o operativnim leasingu. V pfipadé, Ze chce Skupina smlouvu ukongit, musi
podat tfi az dvanactimésicni vypovéd. Najemné z titulu operativniho leasingu
zauctované do vykazu zisku a ztraty v prabéhu roku je uvedeno v bodé 5.

Souhrn budoucich minimalnich plateb z titulu nezrusitelnych operativnich
leasingU je nasleduijici:

Consolidated Financial Statements

(v milionech K¢) 31.12. 2011 31.12. 2010
Do 1 roku 150 96
1az5let 150 261
Nad 5 let 8 17
Celkem 308 374

26. TRANSAKCE SE SPRiZNENYMI STRANAMI

Spfiznénymi stranami se rozumi Materska spole¢nost a ostatni spole¢nosti
skupiny PMI (,,Ostatni spfiznéné strany*), ¢lenové predstavenstva, ¢lenové

dozorci rady a osoby blizké témto ¢lendm.

Mezi spfiznénymi stranami byly uskute¢nény nasleduijici transakce:

a) Prodej vyrobku, zboZzi a sluZzeb spole¢nostem PMI

(v milionech K¢&) 2011 2010
Prodej vyrobk( a zboZi

Ostatni spriznéné strany 4 609 3846
Prodej pozemkd, budov, zafizeni
a materialu

Ostatni spfiznéné strany 214 69
Prodej sluzeb

Ostatni spfiznéné strany 21 83
Prefakturace

Ostatni spfiznéné strany 73 60
Vynosové uroky

Ostatni spfiznéné strany 20 29
Celkem 4 937 4 087

24. 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 in the Czech Republic have carried out full-scope tax
audits of the Company up to the year 2008 (Slovak Republic: 2005). The
tax authorities in the Czech Republic may at any time inspect the books
and records within 3 years subsequent to the reported tax year (Slovak
Republic: within 5 years), 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.

25. 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 those agreements. Lease expenditures
charged to profit or loss during the year are disclosed in Note 5.

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

(in CZK million) December 31,2011 December 31,2010
No later than 1 year 150 96
Later than 1 year and not later

than 5 years 150 261
Later than 5 years 8 17
Total 308 374

26. RELATED PARTY TRANSACTIONS

The Group considers Parent company and other companies of the PMI
group of companies (“Other related parties”), 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, merchandise and services to
affiliates within PMI

(in CZK million) 2011 2010
Sales of goods and
merchandise

Other related parties 4 609 3846
Sales of PP&E and materials

Other related parties 214 69
Sales of services

Other related parties 21 83
Recharges

Other related parties 73 60
Interest income

Other related parties 20 29
Total 4 937 4 087



Philip Morris CR a.s.

b) Nakup zbozi a sluzeb od spole¢nosti PMI

(v milionech K¢) 2011 2010
Nakup zboZi a materialu

Ostatni spriznéné strany 3278 2 565
Néakup pozemku, budov, zafizeni
a nehmotnych aktiv

Ostatni spfiznéné strany 22 440
Nékup sluzeb

Ostatni spfiznéné strany 580 597
Licenéni poplatky placené

Ostatni spfiznéné strany 453 435
Celkem 4 333 4 037

Dividendy vyplacené spoleénosti Philip Morris Holland Holdings B.V. Cinily
2 684 miliond K& v roce 2011 (2010: 1 661 miliond K¢).

c) Zistatky se spoleénostmi PMI

(v milionech K¢&) 31.12.2011 31.12.2010

Pohledavky za spfiznénymi
stranami
Ostatni spriznéné strany 423 370
Zavazky vuci spfiznénym
stranam
Ostatni spriznéné strany 424 342
PGjcky poskytnuté
Ostatni spriznéné strany 5827 7 075
Pljcky spriznénym stranam zahrnuiji iroc¢ené kratkodobé puijcky splatné
na pozadani (cash pool) ve vysi 5 827 miliont K& poskytnuté spoleénosti
Philip Morris Finance S.A. (2010: 7 075 milion( K&). VSechny pujcky jsou
v konsolidovaném vykazu finan¢ni pozice Skupiny k 31. 12. 2011 a 2010
vykazany jako soucast penéznich prostredkll a penéznich ekvivalent.

Bézna vyse urokoveé sazby z kratkodobych plijcek splatnych na pozadani

je stanovena jako no¢ni PRIMEAN minus 0,25 %. Skute¢na vyse urokové
sazby zavisi na aktualni situaci na penéznim trhu a druhu pdjcky. Primérna
vySe efektivni Urokové sazby z kratkodobych poskytnutych puijc¢ek splatnych
na pozadani byla 0.326 % p.a. (2010: 0.476 % p.a.) v Ceské republice
a0.636% p.a. (2010: 0.19% p.a.) ve Slovenské republice.

d) Odmény klicovych ¢lent vedeni
Odmény klicovych ¢lenl vedeni zahrnuji odmény ¢lend predstavenstva
za vykon funkce dle smlouvy o vykonu funkce ¢lena predstavenstva.

Odmény ¢lent vedeni, ktefi jsou zaméstnanci Spolec¢nosti nebo spole¢nosti
skupiny PMI, se skladaji z odmény za vykon funkce ¢lena predstavenstva,
ro¢niho platu, bonusu podle individualniho vykonu, uhradami akciemi

a ostatnich nepenézitych pfijm jako jsou pouzivani firemniho automobilu,
prispévky na zavodni stravovani a prispévky na penzijni pripojisténi, zivotni

a Urazoveé pojisténi a pozitky spojené s ukoncenim pracovniho poméru jak je
uvedeno nize. Soucasti nepenéznich pfijma ¢lend predstavenstva, ktefi jsou
zaméstnanci spole¢nosti Philip Morris Services S.A. nebo jiné spole¢nosti
skupiny PMI, je navic uhrada najemného a skolného.

Pozitky spojené s ukonéenim pracovniho poméru zaméstnancl
Spolec¢nosti, kterym byla dana vypovéd' z organizacnich nebo zdravotnich
dlvodu podle § 52 pism. a) az e) Zakoniku prace nebo s kterymi byl
rozvazan pracovni pomér dohodou z tychz diivod, zahrnuji odstupné dle
Redukéniho programu, jenz je specifikovan v Kolektivni smlouvé. Pozitky
spojené s ukonéenim pracovniho poméru zaméstnancl spole¢nosti skupiny
PMI jsou vyplaceny v souladu s pracovni smlouvou uzavienou s domovskym
zameéstnavatelem a zavaznymi PMI pravidly a postupy pro mezinarodni
pracovni pobyt.
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b) Purchases of merchandise and services from
affiliates within PMI

(in CZK million) 2011 2010
Purchases of merchandise and
materials

Other related parties 3278 2 565
Purchases of PP&E and
intangible assets

Other related parties 22 440
Purchases of services

Other related parties 580 597
Royalties paid

Other related parties 453 435
Total 4 333 4 037

Dividends paid to Philip Morris Holland Holdings B.V. amounted to
CZK 2 684 million (2010: CZK 1 661 million).

c) Balances with affiliates within PMI
(in CZK million) December 31,2011 December 31,2010
Receivables from related parties
Other related parties 423 370
Payables to related parties
Other related parties 424 342
Loans and deposits

Other related parties 5827 7 075
Loans and deposits with related parties include interest-bearing, on-demand
deposits (cash pool) of CZK 5 827 million with Philip Morris Finance S.A.
(2010: CZK 7 075 million). The interest-bearing on-demand deposits

are classified as cash and cash equivalents in the Group’s consolidated

statement of financial position as at December 31, 2011 and 2010.

The interest rate for on-demand deposits is calculated as overnight
PRIMEAN - 0.25%. The actual interest rates reflect the current money
market and the nature of the loan. The average effective interest rate of
on-demand deposits was 0.326% p.a. (2010: 0.476% p.a.) in the Czech
Republic and 0.636% p.a. (2010: 0.19% p.a.) in the Slovak Republic.

d) Key management compensation

Key management compensation includes the remuneration of members
of the Board of Directors for the performance of the office according to
the agreements on performance of the office of a member of the Board of
Directors.

The compensation of the members of the management who are employees
of the Company or an entity within the PMI group comprises the
remuneration for the performance of the office of a member of the Board of
Directors as mentioned above, an annual base salary, bonuses based on
individual performance, share-based payments and other income in-kind
such as cars for use, lunch allowances, pension contributions, life and
accident insurance and termination benefits as described below. In addition
to this, the members of the Board of Directors who are employees of Philip
Morris Services S.A. or other PMI entities also have other income in-kind
such as the payment of rent and school fees.

Termination benefits of employees of the Company, whose employment
agreement was terminated by notice on the basis of the reason pursuant

to §52, letters a) to e) of the Labour Code or by an agreement on the

same grounds, include an increased severance pay in accordance with

the Employment Redundancy Program specified in the Collective Labour
Agreement. Termination benefits of employees of an entity within the

PMI Group are paid according to the employment agreement with their
respective employer and the provisions of the PMI International Assignment
principles and practices.



54 | Konsolidovana ucetni zavérka

Consolidated Financial Statements

(v milionech K¢) 2011 2010 (in CZK million) 2011 2010
Mzdy a ostatni kratkodobé pozitky 48 45 Salaries and other short-term
Pozitky spojené s ukon¢enim employee benefits 48 45
pracovniho poméru (0] 8 Termination benefits - 8
Uhrady vazané na akcie 6 5 Share-based payments 6 5
Nepenézni pfijmy " 10 Income in-kind 1 10
Celkem 65 68 Total 65 68
Funkéni obdobi ¢lentl predstavenstva je jeden rok. The term of office for Board of Directors members is one year.
e) Informace o poctu akcii vydanych Spole¢nosti e) Information on the number of shares issued by the

¢lenum vedeni
Clenové predstavenstva nevlastnili v roce 2011 a 2010 zadné akcie.

f) Smluvni a jiné budouci zavazky se spfiznénymi
stranami

Smluvnimi a jinymi budoucimi zavazky vyplyvajicimi z transakci se

spfiznénymi stranami, které nejsou vykazany v konsolidovanych ucetnich

vykazech, se rozumi zavazky k budouci sméné zdrojli dle zavaznych smiluv.

K 31. 12. 2011 Skupina neméla vyznamné smluvni ani jiné budouci zavazky
vyplyvajici z transakci se spriznénymi stranami, kromé budoucich zavazkd

z titulu nakupu sluzeb v souhrnné odhadované hodnoté 141 miliont K¢
(hodnota budoucich zavazki k 31. 12. 2010: 153 miliond K¢).

Skupina v minulosti uzavrela nékolik zavaznych smluv o nakupu sluzeb,

u kterych jesté nebylo vyporadano povinné plnéni. Tyto smlouvy maji
vétsinou dvou az Sesti mésic¢ni vypovédni Ihitu. Celkova odhadovana
hodnota vyporadani sluzeb dle téchto zavaznych smiuv je zverejnéna vyse.

Dle smluv s vlastniky ochrannych znamek, Philip Morris Global Brands Inc.
a Philip Morris Products S.A., musi Spole¢nost platit licenc¢ni poplatky

za cigarety prodavané v Ceskeé republice a Slovenské republice.

V roce 2011 dosahly naklady za licenc¢ni poplatky vyse 453 miliond K&
(2010: 435 miliond K¢&). V roce 2012 ocekava vedeni Spole¢nosti naklady
za licencni poplatky v priblizné stejné vysi jako v roce 2011. Tyto smlouvy
jsou uzavreny na dobu neurcitou a mohou byt vypovézeny kteroukoliv ze
smluvnich stran.

Company to Executives
Members of the Board of Directors owned no shares in 2011 and 2010.

f) Related party commitments

Commitments in respect of related parties that are not recorded in
the consolidated financial statements are considered as obligations to
exchange resources in the future under binding agreements.

As at December 31, 2011, the Group had no material commitments in
respect of related parties except for the future obligation to services
purchase in the total estimated value of CZK 141 million (commitment value
as at December 31, 2010: CZK 153 million).

The Group entered in the past into a number of binding service
agreements, under which some performance obligations are yet to be
delivered. Those agreements mostly have two or six month termination
notice. The total estimated value of services to be purchased under these
agreements during their respective termination terms is disclosed above.

According to the agreements with trademark owners, Philip Morris Global
Brands Inc. and Philip Morris Products S.A., the Company has to pay
royalties in respect of cigarettes sold in the Czech and Slovak Republic.
During 2011, the Company incurred under these agreements royalties
expense of CZK 453 million (2010: CZK 435 million). Management
expects the royalty expense in 2012 to be at approximately similar level.
These agreements shall continue indefinitely until terminated by either party.
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27. NASLEDNE UDALOSTI

Po rozvahovém dni nedoslo k Zzadnym udalostem, které by meély vyznamny
dopad na konsolidovanou Ucetni zavérku k 31. 12. 2011.

Schvaleni konsolidované ucetni zavérky
Konsolidovana ucetni zavérka byla schvalena ke zverejnéni
predstavenstvem a byla z jeho povéreni podepsana. Konsolidovana ucetni

zavérka je schvalovana akcionafi na valné hromadé. Do této doby muze byt
konsolidovana Ucetni zavérka pozménéna.

V Kutné Hore dne 19. bifezna 2012

<y

Andras Tovisi
prfedseda predstavenstva

Daniel Gordon
¢len predstavenstva
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27. SUBSEQUENT EVENTS

No subsequent events have occurred after December 31, 2011 that would
have a material impact on these consolidated financial statements at
December 31, 2011.

Statutory signatures

The consolidated financial statements were authorised for issue by

the Board of Directors and have been signed below on its behalf. The
consolidated financial statements are subject to approval by shareholders of
the Company at the General Meeting of shareholders. Until this approval is
given, the consolidated financial statements could be amended.

In Kutna Hora on March 19, 2012

<Ay

Andras Tovisi
Chairman
of the Board of Directors

Daniel Gordon
Member
of the Board of Directors
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Zprava nezavislého auditora
akcionarim spolec¢nosti
Philip Morris CR a.s.

ZPRAVA O KONSOLIDOVANE UCETNi ZAVERCE

Oveérili jsme pfilozenou konsolidovanou ucetni zavérku spoleénosti Philip
Morris CR a.s., identifikacni ¢islo 14803534, se sidlem Vitézna 1, Kutna
Hora (dale ,Spolecnost*) a jeji dcefiné spole¢nosti (dale ,,.Skupina®), tj.
konsolidovany vykaz finanéni pozice k 31. prosinci 2011, konsolidované
vykazy uplného vysledku, zmén vlastniho kapitalu a penéznich toku
zarok 2011 a prilohu, véetné popisu podstatnych ucetnich pravidel (dale
,konsolidovana ucetni zavérka®).

Odpovédnost predstavenstva Spolecnosti za konsolidovanou
ucetni zavérku

Predstavenstvo Spole¢nosti odpovida za sestaveni konsolidované ucetni
zavérky podavajici vérny a poctivy obraz v souladu s Mezinarodnimi
standardy ucetniho vykaznictvi ve znéni prijatém Evropskou unii a za takové
vnitini kontroly, které povazuje za nezbytné pro sestaveni Ucetni zavérky
tak, aby neobsahovala vyznamné nespravnosti zpisobené podvodem nebo
chybou.

Uloha auditora

Nasi ulohou je vydat na zakladé provedeného auditu vyrok k této
konsolidované ucetni zavérce. Audit jsme provedli v souladu se zakonem
o auditorech platnym v Ceské republice, Mezinarodnimi standardy auditu
a souvisejicimi aplikaénimi 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
ucetni zavérka neobsahuje vyznamné nespravnosti.

Audit zahrnuje provedeni auditorskych postupl, jejichz cilem je ziskat
dlkazni informace o ¢astkach a informacich uvedenych v ucetni zavérce.
Vybér auditorskych postuptl zavisi na isudku auditora, véetné posouzeni
rizika vyznamné nespravnosti Udajl uvedenych v Uc¢etni zavérce zplsobené
podvodem nebo chybou. Pfi posuzovani téchto rizik auditor zohlednuje
vnitini kontroly Skupiny relevantni pro sestaveni u¢etni zavérky podavajici
vérny a poctivy obraz. Cilem tohoto posouzeni je navrhnout vhodné
auditorské postupy, nikoli vyjadrit se k Géinnosti vnitrich kontrol Skupiny.
Audit téz zahrnuje posouzeni vhodnosti pouzitych ucetnich pravidel,
pfiméfenosti Uc¢etnich odhad(l provedenych vedenim i posouzeni celkové
prezentace Ucetni zavérky.

Jsme presvédceni, ze ziskané dlikazni informace poskytuji dostateény
a vhodny zaklad pro vyjadreni naseho vyroku.

PricewaterhouseCoopers Audit, s.r.o.,
Katefinska 40/466 Praha 2, Ceska republika

T: +420 251 151 111, F: +420 251 156 111, www.pwc.com/cz

REPORT ON THE CONSOLIDATED FINANCIAL
STATEMENTS

We have audited the accompanying consolidated financial statements of
Philip Morris CR, a.s., identification number 14803534, with registered
office at Vitézna 1, Kutna Hora (“the Company”) and its subsidiary
(together “the Group”), which comprise the consolidated statement of
financial position as at 31 December 2011, the consolidated statements of
comprehensive income, changes in equity and cash flows for the year then
ended and notes, including a summary of significant accounting policies
(“the consolidated financial statements”).

Board of Directors‘ Responsibility for the Consolidated
Financial Statements

The Board of Directors is responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
International Financial Reporting Standards as adopted by the European
Union, and for such internal controls as the Board of Directors determines is
necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

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 of the financial statements that give a

true and fair view 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.

PricewaterhouseCoopers Audit, s.r.0., se sidlem Katefinska 40/466, 120 00 Praha 2, IC: 40765521, zapsana v obchodnim rejstiiku vedeném Méstskym soudem v Praze,
oddil C, viozka 3637 a v seznamu auditorskych spole¢nosti u Komory auditorti Ceské republiky pod opravnénim éislo 021.



Vyrok

Podle naseho nazoru konsolidovana ucetni zavérka podava vérny a poctivy
obraz finan¢ni pozice Skupiny k 31. prosinci 2011, jejiho hospodareni

a penéznich tokd za rok 2011 v souladu s Mezinarodnimi standardy
ucetniho vykaznictvi ve znéni prijatém Evropskou unii.

ZPRAVA O JINYCH POZADAVCICH STANOVENYCH
ZAKONY NEBO PREDPISY

Zprava o vyrocni zpraveé

Dale jsme ovérili soulad ostatnich informaci obsazenych ve vyroéni zpravé
Spolec¢nosti za rok koncici 31. prosince 2011 s konsolidovanou ucetni
zavérkou, ktera je obsazena v této vyro¢ni zpravé na stranach 22-55, a se
samostatnou Ucetni zavérkou, ktera je obsazena v této vyrocCni zprave

na stranach 58-89. Za spravnost vyrocni zpravy odpovida predstavenstvo
Spolec¢nosti. Nasim ukolem je vydat na zakladé provedeného ovéreni vyrok
o souladu vyro¢ni zpravy s uéetni zavérkou.

Uloha auditora

Ovéreni jsme provedli v souladu s Mezinarodnimi standardy auditu

a souvisejici aplikadni dolozkou Komory auditor(i Ceské republiky.

V souladu s témito predpisy jsme povinni naplanovat a provést ovéreni
tak, abychom ziskali pfiméfenou jistotu, Ze ostatni informace obsazené
ve vyrocni zprave, které popisuji skute¢nosti, jez jsou téz predmétem
zobrazeni v Uéetni zavérce, jsou ve vSech vyznamnych ohledech v souladu
s prislusnou Ucetni zavérkou. Jsme presvédceni, ze provedené ovéereni
poskytuje priméreny podklad pro vyjadfeni naseho vyroku.

Vyrok

Podle naseho nazoru jsou ostatni informace uvedené ve vyroc¢ni zpravé
Spolec¢nosti za rok koncici 31. prosince 2011 ve vSech vyznamnych
ohledech v souladu s vySe uvedenou ucéetni zavérkou.

Ostatni informace
Zpravu je tieba Cist ve spojeni s vySe uvedenymi ucetnimi zavérkami.

23. bfezna 2012

G méulw/fﬂw/,w

PricewaterhouseCoopers Audit, s.r.o.
zastoupena

(b e

Reinhard Langenhdvel
partner

Ing. Jifi Koval
statutarni auditor, opravnéni ¢. 1491

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 2011,

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

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS

Report on the Annual Report

In addition we have verified that the other information included in the annual
report of the Company for the year ended 31 December 2011 is consistent
with the consolidated financial statements which are included in this annual
report on pages 22-55 and with the separate financial statements which
are included in this annual report of the Company on pages 58-89. The
Statutory Representative is responsible for the accuracy of the annual
report. Our responsibility is to express an opinion on the consistency of
the annual report with the financial statements based on our verification
procedures.

Auditor’s Responsibility

We conducted our verification procedures 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 we plan and perform the verification procedures to obtain reasonable
assurance about whether the other information included in the annual report
which describes matters that are also presented in the financial statements
is, in all material respects, consistent with the relevant financial statements.
We believe that the verification procedures performed provide a reasonable
basis for our opinion.

Opinion

In our opinion, the other information included in the annual report of the
Company for the year ended 31 December 2011 is consistent, in all
material respects, with the financial statements referred to above.

Other Information
The Report is necessary to read in the context with the financial statements.

23 March 2012

/4 ce Ncéu[w»t /7/4/&1/&/,‘@

PricewaterhouseCoopers Audit, s.r.o.
represented by

(o e

Reinhard Langenhével
Partner

Jifi Koval
Statutory Auditor, Licence No. 1491

Note:

Our report has been prepared in the Czech language and in English.

In all matters of interpretation of information, views or opinions, the Czech
version of our report takes precedence over the English version.
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Samostatny vykaz financ¢ni pozice k 31. 12. 2011
(v milionech K¢)

AKTIVA Bod 31.12. 2011 31.12. 2010
Pozemky, budovy a zafizeni 4 2699 2726
Nehmotna aktiva 69 94
Investice v dceriné spole¢nosti 1 19 19
Dlouhodoba aktiva 2787 2 839
Zasoby 6 1276 1120
Obchodni a ostatni finan¢ni pohledavky 7 1567 1626
Ostatni nefinan¢ni aktiva 7 5726 2874
Penézni prostredky a penézni ekvivalenty 8 5694 6 861
Kratkodoba aktiva 14 263 12 481
Dlouhodoba aktiva drzena k prodeji (0] 73
Aktiva celkem 17 050 15393
VLASTNI KAPITAL A ZAVAZKY Bod

Zakladni kapital 9 2745 2745
Emisni &zio a ostatni prispévky akcionart 2372 2 364
Nerozdéleny zisk 2 585 3499
Zakonny rezervni fond 9 549 549
Vlastni kapital celkem 8 251 9157
Odlozeny danovy zavazek 12 125 119
Dlouhodobé zavazky 125 119
Obchodni a ostatni finan¢ni zavazky 10 909 677
Ostatni nefinanéni zavazky 10 170 188
Dan z pfijmd splatna 31 60
Ostatni danové zavazky " 7 546 5178
Rezervy na kratkodobé zavazky 16 18 14
Kratkodobé zavazky 8674 6117
Zavazky celkem 8 799 6 236
Vlastni kapital a zavazky celkem 17 050 15 393

Priloha tvori nedilnou soucéast této Gcetni zaverky.
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Separate Statement of Financial Position at December 31, 2011
(in CZK million)

ASSETS Note December 31, 2011 December 31,2010
Property, plant and equipment (“PP&E”) 4 2699 2726
Intangible assets 69 94
Investments in subsidiary 1 19 19
Non-current assets 2787 2 839
Inventories 6 1276 1120
Trade and other financial receivables 7 1567 1626
Other non-financial assets 7 5726 2874
Cash and cash equivalents 8 5694 6 861
Current assets 14 263 12 481
PP&E classified as held-for-sale - 73
Total assets 17 050 15393
EQUITY & LIABILITIES Note

Registered capital 9 2 745 2 745
Share premium and other shareholders’ contributions 2372 2 364
Retained earnings 2 585 3499
Statutory reserve fund 9 549 549
Equity 8251 9157
Deferred tax liability 12 125 19
Non-current liabilities 125 119
Trade and other financial liabilities 10 909 677
Other non-financial liabilities 10 170 188
Income tax liability 31 60
Other tax liabilities 1" 7 546 5178
Provisions for current liabilities 16 18 14
Current liabilities 8674 6117
Total liabilities 8 799 6236
Total equity & liabilities 17 050 15393

The accompanying notes form an integral part of the financial statements.
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Samostatny vykaz uplného vysledku za rok koncici 31. 12. 2011
(v milionech K¢)

Bod 2011 2010
Trzby 17 11 579 10 844
Naklady na prodané vyrobky a zbozi 14 -7 053 -6 469
Hruby zisk 4 526 4 375
QOdbytové naklady 14 -776 -755
Administrativni naklady 14 -692 -735
Ostatni vynosy * 13 63 91
Ostatni provozni vynosy 18 142 104
Ostatni provozni naklady 19 -134 -117
Provozni zisk 3129 2963
Finan¢ni vynosy * 13 19 29
Zisk pred zdanénim 3148 2 992
Dan z pfijma 21 -605 -565
Cisty zisk 2 543 2427
Ostatni Uplny vysledek 0 0
Uplny vysledek za rok celkem 2 543 2427
Zisk na akcii zakladni a zfedény (K¢&/akcie) 22 926 884

* Prijaté uroky ve vy$i 19 miliond K¢ (2010: 29 miliond K¢) byly preklasifikovany - viz bod 2.3

Samostatny vykaz zmén vlastniho kapitalu za rok koncici 31. 12. 2011
(v milionech K¢)

Vztahujici se k vlastnimu kapitalu

Emisni azio

a ostatni Zakonny Vlastni

Zakladni pfispévky rezervni Nerozdéleny kapital

Bod kapital akcionaru fond zisk celkem

Stavk 1.1.2010 2745 2 356 549 3211 8 861

Uplny vysledek celkem 22 0 0 0 2427 2427
Transakce s viastniky

Rozdéleni zisku 23 0 0 0 -2 142 -2 142

Zaméstnanecké akcie 0 8 0 0 8

Nevybrané dividendy 0 0 0 3 3

Stav k 31. 12. 2010 2745 2 364 549 3499 9 157

Uplny wsledek celkem 22 0 0 0 2543 2543
Transakce s vlastniky

Rozdéleni zisku 23 0 0 0 -3 459 -3 459

Zaméstnanecké akcie 0 8 0 0 8

Nevybrané dividendy 0 0 0 2 2

Stav k 31.12. 2011 2745 2372 549 2 585 8 251

Priloha tvori nedilnou soucéast této Gcetni zaverky.
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Separate Statement of Comprehensive Income for the year ended
December 31, 2011 (in CZK million)

Note 2011 2010
Revenues 17 11 579 10 844
Cost of goods sold 14 (7 053) (6 469)
Gross profit 4 526 4 375
Distribution expenses 14 (776) (755)
Administrative expenses 14 (692) (735)
Other income * 13 63 91
Other operating income 18 142 104
Other operating expense 19 (134) (117)
Profit from operations 3129 2963
Financial income * 13 19 29
Profit before income tax 3148 2992
Income tax expense 21 (605) (565)
Net profit for the year 2 543 2427
Other comprehensive income - -
Total comprehensive income for the year 2 543 2427
Earnings per share basic and diluted (CZK/share) 22 926 884

* Interest income of CZK 19 million (2010: CZK 29 million) was reclassified - see Note 2.3.

Separate Statement of Changes in Equity for the year ended
December 31, 2011 (in CZK million)

Attributable to equity holders of the Company

Sh.are
premium
and other Statutory
Registered shareholders’ reserve Retained Total
Note capital contributions fund earnings equity
Balance as at January 1, 2010 2745 2 356 549 3211 8 861
Total comprehensive income 22 - - - 2427 2427
Transactions with owners
Profit distribution 23 - - - (2 142) (2 142)
Share based payments - 8 - - 8
Forfeited dividends - - - 3 3
Balance as at December 31, 2010 2745 2 364 549 3 499 9 157
Total comprehensive income 22 - - - 2543 2543
Transactions with owners
Profit distribution 23 - - - (3 459) (3 459)
Share based payments - 8 - - 8
Forfeited dividends - - - 2 2
Balance as at December 31, 2011 2745 2372 549 2 585 8 251

The accompanying notes form an integral part of the financial statements.
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Samostatny vykaz penéznich toktl za rok koncici 31. 12. 2011

(v milionech K¢)

Bod 2011 2010
PenézZni toky z provozni ¢innosti
Zisk pfed zdanénim 3148 2992
QOdpisy dlouhodobych aktiv (véetné nehmotného majetku) 14 456 440
Nerealizované kurzové ztraty (+) / zisky (-), Cisté 4 -1
Cisté rokové vynosy -19 -29
Prijaté dividendy 26 -63 -91
Zisk z prodeje pozemku, budov a zafizeni 1 -5
Zména stavu opravnych polozek a rezerv 3 42
Ostatni nepenézni Upravy - Cisté 16 10
Penézni toky z provozni ¢innosti pfed zménami pracovniho kapitalu 3 546 3 358
Zména stavu:
Obchodnich a ostatnich finanénich pohledavek a Ostatnich nefinanénich aktiv 2779 -1 053
Obchodnich a ostatnich finanénich zavazki a Nefinanénich zavazkd 2570 1639
Zasob -168 140
Penézni toky z provozu 3 169 4 084
Zaplacena dan z pfijmu -628 -454
Cisté penézni toky z provozni éinnosti 2 541 3630
Penézni toky z investicni ¢innosti
Vydaje na pofizeni pozemkd, budov a zafizeni 4 -404 -665
Prijmy z prodeje pozemkd, budov a zafizeni 80 56
Vydaje na pofizeni nehmotnych aktiv -7 -17
Prijaté uroky 19 29
Prijaté dividendy 63 91
Cisté penézni toky z investiéni éinnosti -249 -506
Penézni toky z financovani
Vyplacené dividendy 23 -3 459 -2 142
Cisty penézni tok z financovani -3 459 -2 142
Cisté zvyseni penéznich prostiedk -1 167 982
Stav penéznich prostiedkl a penéznich ekvivalenti na zaéatku roku 6 861 5879
Stav penéznich prostfedkl a penéznich ekvivalentl na konci roku 8 5694 6 861

Priloha tvori nedilnou soucéast této Gcetni zaverky.
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Separate Statement of Cash Flow for the year ended
December 31, 2011 (in CZK million)

Note 2011 2010
Cash flow from operating activities
Profit before tax 3148 2992
Depreciation and amortisation expense, including intangibles 14 456 440
Unrealised foreign exchange loss / (gain), net 4 (1)
Net interest income (19) (29)
Dividend income 26 (63) (91)
Loss / (gain) on disposal of PP&E 1 (5)
Change in provisions 3 42
Other non-cash loss, net 16 10
Operating cash flows before working capital changes 3 546 3358
Changes in:
Trade and other receivables (2779) (1 053)
Trade and other payables 2570 1639
Inventories (168) 140
Cash generated from operations 3 169 4 084
Income tax paid (628) (454)
Net cash generated from operating activities 2 541 3630
Cash flow from investing activities
Purchase of PP&E 4 (404) (665)
Proceeds from sale of PP&E 80 56
Purchase of intangible assets (7) (17)
Interest received 19 29
Dividends received 63 91
Net cash used by investing activities (249) (506)
Cash flow from financing activities
Dividends paid 23 (3 459) (2 142)
Net cash used by financing activities (3 459) (2 142)
Net (decrease) / increase in cash and cash equivalents (1167) 982
Cash and cash equivalents as at the beginning of the year 6 861 5879
Cash and cash equivalents as at the end of the year 8 5694 6 861

The accompanying notes form an integral part of the financial statements
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Priloha k samostatné ucetni zavérce za rok koncici 31.12. 2011

1. OBECNE UDAJE

1.1 Popis spolec¢nosti

Philip Morris CR a.s. (,Spoleénost*) je akciova spolednost registrovana

v Ceské republice. Zabyva se zejména vyrobou, prodejem, distribuci

a marketingem tabakovych vyrobkl. Do obchodniho rejstiiku byla
Spole¢nost zapsana 28. 3. 1991 a jeji registrované sidlo je v Kutné Hore,
Vitézna 1, Ceska republika. Vedeni Spolednosti sidli v Praze a vyrobni zavod
se nachazi v Kutné Hore.

Philip Morris CR a.s. je spole¢nosti ve skupiné Philip Morris International, Inc.
(,PMI“ nebo ,,Philip Morris International®). K 31. 12. 2011 byla PMI
vrcholovou ovladajici spoleénosti Spole¢nosti.

K 31. 12. 2011 byl jedinym subjektem vlastnicim vice nez 20% podil
na zakladnim kapitalu Spole¢nosti Philip Morris Holland Holdings B.V.
(,Materska spolecnost) vlastnici 77,6 % zakladniho kapitalu.

Jako ¢lenové predstavenstva a dozoréi rady Spole¢nosti byly v obchodnim
rejstriku k 31. 12. 2011 zapsany nasledujici osoby:

Predstavenstvo

Andras Tovisi - predseda

nahradil Alvise Giustinianiho k 30. 5. 2011
Richard Ni¢

nahradil Andreho Dahana k 29. 4. 2011
Andreas Gronemann

nahradil Waltera Veena k 19. 7. 2011

Daniel Gordon

Igor Potocar

Andrea Gontkovicova

Dozorci rada

Daniel Fahrny - predseda Jifi Davidek
Michal Skaba Petr Bubenicek
nahradil Jolanu Peterkovou k 24. 3. 2011

Vasileios Nomikos Paul Maas

nahradil Antonise Koupparise k 29. 4. 2011

Spolec¢nost vlastni 99% podil ve Philip Morris Slovakia s.r.o.,
Galvaniho 15/A, Bratislava, Slovensko. Zakladni kapital

Philip Morris Slovakia s.r.o. k 31. 12. 2011 a 2010 ¢inil 763 tisic eur,
ekvivalent 19 milion( K¢&.

Zisk po zdanéni Philip Morris Slovakia s.r.o. za rok 2011 ¢&inil
1,1 miliond eur, ekvivalent 27,8 milioni K& (2010: 2,6 miliont
eur, ekvivalent 66,4 milion( K&). Celkovy vlastni kapitél

Philip Morris Slovakia s.r.o. k 31. 12. 2011 ¢&inil 1,7 miliond eur,
ekvivalent 43,9 milion K¢ (2010: 3,1 milion( eur, ekvivalent
77,4 miliond K¢).

Spole¢nost neuzavrela ovladaci smlouvu nebo smlouvu o prevodu zisku se
spolec¢nosti Philip Morris Slovakia s.r.o.

Akcie Spolecnosti jsou obchodovany na Burze cennych papirt Praha.

Tato samostatna ucetni zavérka byla schvalena predstavenstvem
ke zverejnéni dne 19. 3. 2012.

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.

Philip Morris CR a.s. is an affiliate of Philip Morris International, Inc.
(“PMI” or “Philip Morris International”). As at December 31, 2011, PMI is the
ultimate controlling party of the Company.

As at December 31, 2011, the only entity holding more than 20% of the
registered capital of the Company was Philip Morris Holland Holdings B.V.
(the “Parent company”), which held 77.6% of the registered capital.

The following individuals were recorded as members of the Board of Directors
and Supervisory Board in the Commercial Register as at December 31, 2011:

Board of Directors

Andras Tovisi - Chairman

replaced Alvise Giustiniani as of May 30, 2011
Richard Ni¢

replaced Andre Dahan as of April 29, 2011
Andreas Gronemann

replaced Walter Veen as of July 19, 2011

Daniel Gordon
Igor Potocar

Andrea Gontkovicova

Supervisory Board

Daniel Fahrny - Chairman

Michal Skaba

replaced Jolana Peterkova as of March 24, 2011

Jifi Davidek
Petr Bubenic¢ek

Vasileios Nomikos Paul Maas

replaced Antonis Koupparis as of April 29, 2011

The Company has a 99% interest in Philip Morris Slovakia s.r.o.,
Galvani Street 15/A, Bratislava, Slovakia. Registered share capital of
Philip Morris Slovakia s.r.o. as at December 31, 2011 and 2010 was
EUR 763 thousands (equivalent of CZK 19 million).

In 2011, the income after tax of Philip Morris Slovakia s.r.o. was

EUR 1.1 million, equivalent of CZK 27.8 million (2010: EUR 2.6 million,
equivalent of CZK 66.4 million). Total equity of Philip Morris Slovakia s.r.o.
was EUR 1.7 million as at December 31, 2011, equivalent

of CZK 43.9 million (2010: EUR 3.1 million, equivalent of CZK 77.4 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 separate financial statements were authorised for issue
by the Board of Directors on March 19, 2012.

1.2 Translation note

The separate financial statements have been prepared in Czech and

in English language. In all matters of interpretation of information, views or
opinions, the Czech version of these separate financial statements takes
precedence over the English version.
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2. SHRNUTIi VYZNAMNYCH UCETNICH ZASAD

2.1 Zakladni zasady sestaveni samostatné ucetni zavérky
Ugetni zavérka Philip Morris CR a.s. k 31. 12. 2011 je samostatnou Géetni
zavérkou Spolec¢nosti, ktera se vztahuje ke konsolidované Ucéetni zavérce
Philip Morris CR a.s. a jeji dcefiné spolecnosti Philip Morris Slovakia s.r.o.
(souhrnné jen ,,Skupina“) za rok kongcici 31. 12. 2011. Tuto samostatnou
ucetni zaverku je tfeba posuzovat spolu s konsolidovanou ucetni zaverkou,
aby bylo mozno pIné porozumét vysledku hospodareni a finanéni situaci
Skupiny.

Tato samostatna ucetni zavérka je sestavena v souladu s Mezinarodnimi
standardy ucetniho vykaznictvi ve znéni prijatém Evropskou unii (,IFRS®).

Samostatna ucetni zavérka byla sestavena na principu historickych
pofizovacich cen, s vyjimkou finan¢nich derivat(, které jsou prvotné
vykazany v realné hodnoté a nasledné precenovany v souladu s IAS 39,
jak je dale popsano v zakladnich zasadach sestaveni samostatné ucetni
zavérky.

Sestaveni samostatné ucetni zavérky v souladu s IFRS vyzaduje uplatiovani
urcitych zasadnich ucetnich odhadu. Viyzaduje rovnéz, aby vedeni vyuZivalo
svij Usudek v procesu aplikace ucetnich pravidel Spoleénosti. Spole¢nost
¢ini odhady a predpoklady tykajici se budoucnosti. Z toho vznikajici ucetni
odhady ze samé povahy své definice pouze zfidkakdy odpovidaji prislusnym
skuteénym vysledkdam.

Samostatna ucetni zavérka byla sestavena na zakladé pozadavku
vykazovani a ocenovani stanovenych IFRS a vyklady IFRIC v rozsahu,

v jakém byly prijaty Evropskou komisi v dobé sestaveni této ucetni zavérky.
Zakladni ucéetni pravidla pouzita pfi sestaveni ucetni zavérky jsou popsana
nize. Tato pravidla byla aplikovana na véechna obdobi obsazena v této
ucetni zavérce, pokud neni uvedeno jinak.

2.2 Zmény v ucetnich zasadach a smérnicich

a) Nové standardy, novely, interpretace a zdokonaleni
existujicich standardd platné pro ucéetni obdobi
pocinajici 1. 1. 2011

Standardy, novely, interpretace a zdokonaleni existujicich standardd
platné pro ucetni obdobi pocinajici 1. 1. 2011, které Spole¢nost
aplikovala:

¢ |AS 24 - Zverejnovani spfiznénych stran (U¢inny pro ucetni obdobi
zacinajici 1. 1. 2011 nebo pozdéji). Ucelem novely je zavést ¢aste¢nou
vyjimku z pozadavki na zverejnovani informaci v Ucetnich zavérkach
subjektll, ve kterych uplatiuje urcity vliv stat, a vyjasnit definici
spriznéné strany. Novela rovnéz objasnuje, ze spolecnosti jsou povinny
zverejnit v Ucetni zavérce informace o v§ech pripadnych zavazcich
spriznéné strany provést urcity krok za podminky, ze v budoucnu dojde
nebo nedojde k vyskytu urcité udalosti, véetné vykonatelnych smluv
(zauctovanych a nezauctovanych).

IAS 1 (zdokonaleni IFRS na rok 2010) - Sestavovani a zverejnovani
Ucetni zavérky (ucinny pro ucetni obdobi zacinajici 1. 1. 2011 nebo
pozdéji). Zdokonaleni IAS 1 upravuje rozsah a strukturu informaci
zverejnénych ve Vykazu zmén vlastniho kapitalu.

IFRS 7 (¢ast zdokonaleni IFRS na rok 2010) - Financni nastroje:
zverejiiovani (ucinny pro Ucéetni obdobi zacinajici 1. 1. 2011 nebo
pozdéji). Zdokonaleni IFRS 7 objasnuje zverejiiované informace v oblasti
finan¢nich nastroju.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

2.1 Basis of preparation of separate financial statements
These financial statements of Philip Morris CR a.s. as at December 31,
2011 and for the year then ended are the separate financial statements

of the Company. They relate to the consolidated financial statements

of Philip Morris CR a.s. and its subsidiary Philip Morris Slovakia s.r.o.
(together the “Group”) for the year ended December 31, 2011. 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 separate financial statements have been prepared in accordance
with International Financial Reporting Standards as adopted by the
European Union (“IFRS”).

The separate 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.

The preparation of separate financial statements in accordance with

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

The separate 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.

2.2 Changes in accounting policies and procedures

a) New standards, amendments, interpretations and
improvements to existing standards mandatory
for accounting periods beginning on or after
January 1, 2011

The following standards, amendments, interpretations and
improvements mandatory for accounting periods beginning on or after
January 1, 2011, which are applied by the Company:

* |AS 24 - Related Party Disclosures (effective for annual periods
beginning on or after January 1, 2011). The main objective of the
amendment is to provide a partial exemption from the disclosure
requirements for government-related entities, and to clarify the definition
of a related party. The amendment also clarifies the entity’s obligation

to disclose information about all commitments, associated with

a related party, to do something if a particular event occurs or does

not occur in the future, including executory contracts (recognised and
unrecognised).

IAS 1 (Improvement to IFRS 2010) - Presentation of Financial Statements
(effective for annual periods beginning on or after January 1, 2011).

The improvement to IAS 1 clarifies the requirement for the presentation
and content of the Statement of Changes in Equity.

IFRS 7 (Improvement to IFRS 2010) - Financial Instruments: Disclosures
(effective for annual periods beginning on or after January 1, 2011).

The improvement to IFRS 7 clarifies the disclosure in the area of financial
instruments.
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Standardy, novely, interpretace a zdokonaleni existujicich standardu
platné pro ucetni obdobi pocinajici 1. 1. 2011, které Spolec¢nost
neaplikovala, protoZe pro né neméla naplri:

* |AS 32 - Klasifikace prav na upis akcii (U¢inny pro ucetni obdobi zacinajici
1. 1. 2011 nebo pozdéji). Novela se vénuje vykazovani prav na Upis akcii,
které jsou vyjadreny v jiné méné, nez je funkéni ména emitenta. Novela
vyjima urcita prava na upis akcii s pinénim denominovanym v cizi méné

z klasifikace jako finan¢ni derivat.

IFRIC 14 - Predplaceni pozadovaného minimalniho financovani (u¢inny
pro ucetni obdobi zacéinajici 1. 1. 2011 nebo pozdéji). Novela odstranuje
neumysliny disledek IFRIC 14 vyplyvajici v nékterych pripadech

ze zachyceni predplacenych budoucich pfispévkd souvisejicich

s pozadavky na minimalni financovani.

IFRIC 19 - Vyporadani finanénich zavazkd kapitalovych nastrojl (Ucinny
pro ucetni obdobi zacéinajici 1. 1. 2011 nebo pozdéji). Interpretace se
vztahuje na pfipady, kdy dluznik vyporada zavazek, zcela nebo z¢&asti, tim,
ze vériteli poskytne kapitalové nastroje.

Zdokonaleni Mezinarodnich standardu finanéniho vykaznictvi na rok
2010 platné pro ucetni obdobi po&inajici 1. 1. 2011 (vydano v kvétnu
2010)

* IFRS 3 - Podnikové kombinace (uc¢inny pro ucetni obdobi zacinajici
1. 7. 2010 nebo pozdéji). Ocenéni nekontrolnich podili. Nenahrazené
a dobrovolné nahrazené prisliby Uhrad vazanych na akcie. Pfechodné
pozadavky na podminéné uhrady pfi podnikovych kombinacich,
ke kterym doslo pred datem Gc¢innosti standardu IFRS 3.

* |AS 27 - Konsolidovana a individualni ucetni zavérka (ucinny pro ucetni
obdobi zacinajici 1. 7. 2010 nebo pozdéji). Prechodné pozadavky
pro nasledné Upravy v disledku standardu IAS 27.

¢ |AS 34 - Mezitimni Uéetni vykaznictvi (G¢inny pro Géetni obdobi zacinajici
1. 1. 2011 nebo pozdéji). Vyznamné udalosti a transakce.

* |[FRIC 13 - Zakaznické vérnostni programy (Ucinny pro ucetni obdobi
zacinajici 1. 1. 2011 nebo pozdéji). Realna hodnota vérnostnich kreditu.

b) Nové standardy, novely a interpretace existujicich
standardd, které nenabyly uéinnosti pro uéetni obdobi
pocinajici 1. 1. 2011, dosud neschvalené pro pouziti
v Evropské unii

Standardy, novely a interpretace existujicich standardd, pro které ma
Spolecnost napln, ale pfed¢asné je neaplikovala:

¢ |[FRS 9 - Finanéni nastroje (uc¢inny pro uc¢etni obdobi zacinajici
1. 1. 2015 nebo pozdéji). Novy standard IFRS 9 by mél nahradit ¢asti
standardu IAS 39 souvisejici s klasifikaci a ocenovanim financénich aktiv
a finan¢nich zavazkd a méni také nékteré z pozadavk( na zvefejnéni dle
IFRS 7. IFRS 9 rozdéluje veskera financni aktiva a finanéni zavazky, které
v soucasné dobé spadaiji do rozsahu standardu IAS 39, do dvou skupin
- na aktiva a zavazky ocenéné zlstatkovou hodnotou a aktiva a zavazky
ocenéné realnou hodnotou.

The following standards, amendments, interpretations and
improvements mandatory for accounting periods beginning on or after
January 1, 2011 are not relevant to the Company’s operations:

* |IAS 32 - Classification of Rights Issues (effective for annual periods
beginning on or after January 1, 2011). The amendment deals with
presentation of rights issues denominated in a currency other than the
issuing entity’s functional currency. The amendment exempts certain
rights issues of shares with proceeds denominated in foreign currencies
from classification as financial derivatives.

IFRIC 14 - Prepayments of a Minimum Funding Requirement (effective
for annual periods beginning on or after January 1, 2011). The
amendment removes an unintended consequence of IFRIC 14 arising
from the treatment of prepayments of future contributions in some
circumstances when there is a minimum funding requirement.

IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments
(effective for annual periods beginning on or after January 1, 2011).
The interpretation addresses the accounting in cases where all or part
of the financial liability is extinguished by the debtor by issuing equity
instruments to the creditor.

Improvements to International Financial Reporting Standards 2010
mandatory for accounting periods beginning on or after January 1, 2011
(issued in May 2010):

* IFRS 3 - Business Combinations (effective for annual periods beginning
on or after July 1, 2010). Measurement of non-controlling interests.
Un-replaced and voluntarily replaced share-based payment awards.
Transition requirements for contingent consideration from a business
combination that occurred before the effective date of the revised IFRS 3.

¢ |AS 27 - Consolidated and Separate Financial Statements (effective
for annual periods beginning on or after July 1, 2010). Transition
requirements for subsequent amendments arising as a result of IAS 27.

* |IAS 34 - Interim Financial Reporting (effective for annual periods
beginning on or after January 1, 2011). Significant events and
transactions.

¢ IFRIC 13 - Customer Loyalty Programmes (effective for annual periods
beginning on or after January 1, 2011). Fair value of award credits.

b) New standards, amendments and interpretations
to existing standards published not yet effective for
accounting periods beginning on or after January 1, 2011

The following standards, amendments and interpretations will be
relevant for the Company but have not been early adopted by the
Company:

* IFRS 9 - Financial instruments (effective for annual periods beginning
on or after January 1, 2015) IFRS 9 replaces those parts of IAS 39
relating to the classification and measurement of financial assets and
financial liabilities and changes also some disclosure requirements as
set out by IFRS 7. Per IFRS 9, all financial assets and financial liabilities,
currently within scope of IAS 39, are required to be classified into two
measurement categories - those to be measured subsequently at
amortised cost, and those to be measured subsequently at fair value.
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* IFRS 13 - Ocenovani realnou hodnotou (U¢inny pro ucetni obdobi
zacinajici 1. 1. 2013 nebo pozdéji). Cilem nového standardu je
zjednodusit, sjednotit a ujasnit pristup pfi vykazovani polozek ucetni
zavérky v realné hodnoté. Standard jasné definuje realnou hodnotu

a poskytuje navod na jeji aplikaci v pfipadé, ze ocenéni v realné hodnoté
je vyzadovano ¢i povoleno jinym IFRS. Definice realné hodnoty, a jediny
zdroj ocenéni realnou hodnotou a pozadavky na zverejiovani informaci
pro pouziti ve IFRS.

IAS 1 - Sestavovani a zverejiovani ucetni zavérky (Gcinny pro ucetni
obdobi zadinajici 1. 7. 2012 nebo pozdsiji). Uprava fesi zverejfiovani
polozek ostatniho Uplného vysledku. Novy pozadavek je vykaz Uplného
vysledku v ¢asti ostatniho uplného vysledku rozlisit na dvé zretelné
oddélené ¢asti, a to na polozky s naslednou reklasifikaci do bézného
vysledku a polozky bez nasledné reklasifikace. UzZivateli bude poskytnuta
informace, jaka ¢ast celkového Uplného vysledku se nikdy nedostane

do vysledku bézného obdobi.

Standardy, dodatky a interpretace existujicich standardd, pro které
nema Spolecnost naplri:

¢ IFRS 7 - Finan¢ni nastroje: Zverejiovani - pfevody finanénich aktiv
(usinny pro Ucetni obdobi zadinajici 1. 7. 2011 nebo pozdéji). Upravy
standardu rozsifuji pozadavky na zverejfiovani informaci o transakcich,
jejichZ soucasti je prevod financnich aktiv.

IFRS 7 - Zverejnovani: Zapocteni finanéniho aktiva a finan¢niho zavazku
(ucinny pro ucetni obdobi zacinajici 1. 1. 2013 nebo pozdéji). Dodatek
vyzaduje zverfejnéni informaci o pravech na zapocet a informaci, které
umozni uzivatelim Ucetni zavérky spolec¢nosti zhodnotit vliv nebo mozny
dopad plynouci ze zapocteni.

IFRS 10 - Konsolidovana ucetni zavérka (ucinny pro uc¢etni obdobi
zacinajici 1. 1. 2013 nebo pozdéji). IFRS 10 Konsolidovana ucetni
zavérka nahrazuje plvodni IAS 27 a SIC-12. Novy standard navazuje

na stavajici principy pfi uréovani ovladani, zaméruje se na vyjasnéni
definice ovladani, pricemz se zasadné rozsifuji pravidla upravujici status
ovladani.

IFRS 11 - Spole¢na ujednani (Géinny pro Ucetni obdobi zadinajici

1. 1. 2013 nebo pozdéji). IFRS 11, pIné nahrazuje IAS 31 a SIC-13.
Zasadni zmeénou, ktera novy standard prinasi, je zruseni spoluoviadanych
aktiv a zruseni metody pomérné konsolidace.

IFRS 12 - Zverejnéni Ucasti v jinych ucetnich jednotkach (4cinny

pro ucetni obdobi zacinajici 1. 1. 2013 nebo pozdéji). IFRS 12 upravuje
veskeré pozadavky na zverejnéni Ucasti drzenych v jinych ucéetnich
jednotkach a nahrazuje tak plvodni standard IAS 27. Do rozsahu
standardu spadaiji vedle Uc¢asti v dcefinych podnicich také ucasti

ve spolecnych a pridruzenych podnicich a podily v nekonsolidovanych
strukturovanych jednotkach (dfive ,jednotky zvlastniho uréeni®).

IAS 12 - Odlozena dan: uhrada ucetni hodnoty aktiv (U¢inny pro ucetni
obdobi zadinajici 1. 1. 2012 nebo pozdséji). Uprava obsahuje vyjimku

z obecného principu obsazeného ve standardu IAS 12 pro odloZzené
danové pohledavky nebo odlozené danové zavazky z titulu investic

do nemovitosti ocenénych realnou hodnotou dle IAS 40 nebo z titulu
pozemk(, budov a zafizeni ¢i nehmotnych aktiv ocenénych pomoci
precenovaciho modelu dle IAS 16 nebo IAS 38.

IAS 19 - Zaméstnaneckeé pozitky (G¢inny pro ucetni obdobi zacinajici

1. 1. 2013 nebo pozdsji). Upravou standardu IAS 19 se méni uétovani
pland definovanych pozitkll a pozitkd pfi ukonéeni pracovniho poméru.
Upraveny standard vyzaduje uc¢tovani zmén zavazku z definovanych
pozitk(l a aktiv plant v okamziku, kdy tyto zmény nastanou, zavadi
rozsirené zverejiiovani informaci o planech definovanych pozitkd,
upravuje uctovani pozitk( pfi ukonc¢eni pracovnino poméru a objasnuje
fadu otazek, véetné klasifikace zaméstnaneckych pozitkd.

IAS 27 - Individualni Ucetni zavérka (ucinny pro uc¢etni obdobi zacinajici
1. 1. 2013 nebo pozdéji). Standard nahrazuje plvodni standard IAS 27.
Pozadavky na individualni ucetni zavérku zdstaly beze zmény. Dalsi ¢asti
standardu IAS 27 jsou nahrazeny standardem IFRS 10.
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* IFRS 13 - Fair value measurement (effective for annual periods beginning
on or after January 1, 2013). Aim of the new standard is to reduce
complexity, improve consistency and clarify approach to disclosure

of items in the financial statements carried at fair value. The standard
clearly defines fair value and gives instruction for its application in case
the fair value measurement is required or allowed by another IFRS.

A definition of the fair value and a single source of fair value measurement
and disclosure requirement for use across IFRSs.

IAS 1 - Presentation of Financial Statements (effective for annual

periods beginning on or after July 1, 2012). The amendments deal

with disclosure of items presented in other comprehensive income. The
amendments newly require entities to separate items presented in other
comprehensive income into two groups, based on whether or not they
may be reclassified to profit or loss in the future. Information to the user
will be provided what proportion of total comprehensive income will be
never reclassified to profit of loss for the period.

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

¢ IFRS 7 - Financial Instruments: Disclosures Transfers of Financial
Assets (effective for annual periods beginning on or after July 1, 2011).
The amendment enhances the disclosure requirements related to
transactions including a transfer of financial assets.

IFRS 7 - Disclosure: Offsetting Financial Assets and Financial Liabilities
(effective for annual periods beginning on or after January 1, 2013).

The amendment requires disclosures that will enable users of an entity's
financial statements to evaluate the effect or potential effect of netting
arrangements, including rights of set-off.

IFRS 10 - Consolidated Financial Statements (effective for annual
periods beginning on or after January 1, 2013). IFRS 10 Consolidated
Financial Statements replaces previous IAS 27 and SIC-12. The new
standard follows up the current principles to determine control, focuses
on clarification of the definition of control, while the rules for status

of control are substantially extended.

IFRS 11 - Joint Arrangements (effective for annual periods beginning

on or after January 1, 2013). IFRS 11 fully replaces IAS 31 and SIC-

13. Substantial change introduced by the new standard is elimination

of jointly controlled assets and elimination of proportionate consolidation.
IFRS 12 - Disclosure of Interest in Other Entities (effective for annual
periods beginning on or after January 1, 2013). IFRS 12 deals with all
disclosure requirements in respect of interests, held in other reporting
entities and replaces the previous standard IAS 27. The scope of

the standard includes interests in subsidiaries, associates, joint
arrangements and unconsolidated structured entities (formerly “special
purpose entities”).

IAS 12 - Deferred tax: Recovery of Underlying Assets (effective for
annual periods beginning on or after January 1, 2012). The amendment
provides an exception to the general principle as per IAS 12 for deferred
tax assets and deferred tax liabilities arising from investment property
carried at fair value as per IAS 40 or property, plant and equipment or
intangible assets measured using the revaluation model as per IAS 16 or
IAS 38.

IAS 19 - Employee Benefits (effective for annual periods beginning on or
after January 1, 2013). Amendment to IAS 19 makes to the recognition
and measurement of defined benefit pension expense and termination
benefits. The standard requires recognition of all changes in the defined
benefit liability and assets of the plans, when they occur, introduces
extended disclosures for termination benefits and clarifies many issues
including classification of employee benefits.

IAS 27 - Separate Financial Statements (effective for annual periods
beginning on or after January 1, 2013). This standard replaces previous
standard IAS 27. Requirements for separate financial statements remained
without changes. Other parts of IAS 27 were replaced by IFRS 10.
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¢ |AS 28 - Investice do pridruzenych a spole¢nych podniku (4c¢inny pro
Ucetni obdobi zaéinajici 1. 1. 2013 nebo pozdéji). Standard IAS 28 je
upraven tak, aby zohlednoval zmény zptisobené vydanim standard(
IFRS 10, IFRS 11 aIFRS 12.

IAS 32 - Finanéni nastroje: Zapocteni finanéniho aktiva a finan¢niho
zavazku (Ucinny pro Ucetni obdobi zadinajici 1. 1. 2014 nebo pozdéji).
Uprava IAS 32 fesi vzajemny zapocet finanénich aktiv a zavazk(l. Upravuje
podminky, za kterych Ize vzajemny zapocet proveést.

IFRIC 20 - Naklady na odstranéni skryvky v produkéni fazi povrchového
dobyvani (u¢inny pro ucetni obdobi zacinajici 1. 1. 2013 nebo

pozdéji). Nova interpretace IFRIC 20 se zabyva vykazovanim naklad

na odstranéni skryvky v produkéni fazi jako aktiva, pocatec¢nim ocenénim
aktiva vyplyvajiciho z odstranéni skryvky a naslednym ocenovanim aktiva
vyplyvajiciho z odstranéni skryvky.

2.3 Srovnatelné udaje

Spolecénost v roce 2011 preklasifikovala vynosy z pfijatych urokd ve vysi
19 milion( K& (2010: 29 milionl K¢&) z Ostatnich vynost do Finanénich
vynosl (viz bod 13).

Vzhledem k tomu, Ze tato Uprava nema vliv na samostatny vykaz finanéni
pozice k 31. 12. 2009, neni pfepracovany samostatny vykaz finanéni
pozice k tomuto datu v této samostatné Gcetni zavérce prezentovan.

2.4 Transakce v cizich ménach

a) Funkéni ména a ména vykazovani

Polozky, které jsou soucasti samostatné ucetni zavérky Spolecnosti, jsou
ocenovany za pouziti mény primarniho ekonomického prostredi, ve kterém
Spolec¢nost pusobi (,funkéni ména’). Samostatna ucetni zavérka je
prezentovana v ¢eskych korunach, které jsou pro Spole¢nost jak ménou
funkeni, tak ménou vykazovani.

b) Transakce a zustatky

Transakce v cizi méné se prepoditavaji do funkéni mény na zakladé
sménnych kurzll platnych k datm transakci. Kurzové zisky a ztraty
vyplyvajici z téchto transakci a z prepoctu penéznich aktiv a zavazkul
vyjadrenych v cizich ménach sménnym kurzem platnym ke konci ucetniho
obdobi se vykazuji ve vykazu zisku a ztrat.

2.5 Pozemky, budovy a zafizeni

Pozemky, budovy a zarizeni jsou prvotné vykazany v pofizovaci cené a jsou
s vyjimkou pozemku odepisovany a vykazovany v zlstatkové hodnoté.
Zlstatkova hodnota zahrnuje i pfipadné snizeni hodnoty aktiva. Pozemky
jsou nasledné vykazany v pofizovaci cené snizené o ¢astku vyjadrujici
pfipadné snizeni hodnoty. Pofizovaci cena zahrnuje vydaje, které jsou pfimo
priraditelné k pofizeni daného aktiva.

VypUjcni naklady vztahujici se pfimo k pofizeni, vystavbé nebo produkci
daného aktiva jsou zahrnuty do ucéetni hodnoty prislusSného aktiva. Takové
vypujcni naklady jsou aktivovany do Gcetni hodnoty aktiva, jestlize je
pravdépodobné, ze budouci ekonomicky prospéch spojeny s danou
polozkou Spolec¢nost ziska a pofrizovaci cena polozky je spolehlivé
meéritelna.

Nasledné vydaje jsou zahrnuty do zlstatkové hodnoty aktiva nebo jsou
vykazovany jako samostatné aktivum, jestlize je pravdépodobné, ze
budouci ekonomicky prospéch spojeny s danou polozkou Spole¢nost ziska
a pofizovaci cena polozky je spolehlivé méfitelna. Veskeré opravy a udrzba
jsou zauctovany do vykazu zisku a ztraty v ramci ucetniho obdobi, ve kterém
vzniknou.

Nemovitosti, stroje a zarizeni, s vyjimkou pozemki, jsou odepisovany
rovnomérné pocinaje jejich uvedenim do uzivani.

¢ |AS 28 - Investments in Associates and Joint Ventures (effective
for annual periods beginning on or after January 1, 2013).

The amendment of IAS 28 modified the standard so that changes
resulting from issuance of standards IFRS 10, IFRS 11 and IFRS 12 are
reflected.

* |AS 32 - Financial Instruments: Offsetting Financial Assets and Financial
Liabilities (effective for annual periods beginning on or after January 1,
2014). The amendments to IAS 32 deals with offsetting financial assets and
liabilities. If clarifies condition under which the offsetting may be applied.

* IFRIC 20 - Stripping Costs in the Production Phase of a Surface Mine
(effective for annual periods beginning on or after January 1, 2013). The
new interpretation IFRIC 20 deals with presentation of stripping costs
in the Production Phase of a Surface Mine, the initial measurement and
subsequent measurement of the stripping activity asset.

2.3 Comparative amounts

In 2011 the Company reclassified the interest income of CZK 19 million
(2010: CZK 29 million) included in the “Other Income” of the “Profit
from operations” to Financial Income (see Note 13).

Due to the fact that this adjustment does not affect the separate statement
of financial position as of December 31, 2009, the restated separate
statement of financial position as of this date is not presented in the
separate financial statements.

2.4 Foreign currency transactions

a) Functional and presentation currency

Iltems included in the separate financial statements of the Company are
measured using the currency of the primary economic environment in
which the Company operates (the “functional currency”). The separate
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 rate prevailing as at the date 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 profit or loss.

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.

Borrowing costs that are directly attributable to the acquisition, construction
or production of a qualifying asset are included in the cost of that asset.
Such borrowing costs are capitalised as part of the cost of the asset when it
is probable that they will result in future economic benefits to the Company
and the costs can be measured reliably.

Subsequent costs are included in the asset’s carrying amount or
recognized as a separate asset when it is probable that they will result in
future economic benefits to the Company and the costs can be measured
reliably. All other repairs and maintenance are charged to the profit or loss
during the financial year in which they are incurred.

Iltems of property, plant and equipment, excluding freehold land, are
depreciated from the time they are available for use, using the straight-line
method.
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Odhadované doby zivotnosti (v letech) pouzité v této samostatné ucetni
zavérce jsou nasleduijici:

Budovy a stavby 15-40
Stroje, pristroje a zarizeni 8-15
Zafizeni pro zpracovani dat 3-5
Dopravni prostfedky 3-8
Inventar 5-10

Pozemky nejsou odepisovany.

ZUstatkova hodnota aktiv a jejich Zivotnost je posuzovana a v pfipadé potieby
upravena ke kazdému rozvahovému dni. V pripadé, zZe je Gcetni hodnota
aktiva vysSi, nez je jeho realizovatelna hodnota, snizi se ucetni hodnota tohoto
aktiva okamzité na jeho realizovatelnou hodnotu (viz bod 2.9).

Pozemky, budovy a zafizeni, které se jiz nepouzivaji nebo jsou z jinych
dlvodu vyrazeny, se ze samostatného vykazu finan¢ni pozice vyradi spolu

s opravkami vztahujicimi se k pfislusnému aktivu. Veskeré vynosy &i ztraty
vzniklé v souvislosti s vyfazenim jsou uc¢tovany do vysledku z bézné &innosti.

2.6 Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek zahrnuje programové vybaveni pocitaca.
Licence pofizené k pocitacovému softwaru jsou aktivovany na zakladé
vydajli vynaloZenych na pofizeni konkrétniho softwaru a jeho uvedeni

do pouzivani. Tyto naklady jsou odepisovany po dobu jejich predpokladané
Zivotnosti (tfi az pét let).

Vydaje spojené s vyvojem nebo udrzbou pocitacovych softwarovych
programu jsou vykazany jako naklady v okamziku jejich vynalozeni. Vydaje,
které pfimo souviseji s vytvorenim presné definovanych a jedine¢nych
softwarovych produkt( kontrolovanych Spolecnosti, které pravdépodobné
prfinesou budouci ekonomicky prospéch prevysujici pofizovaci naklady

po dobu delsi nez jeden rok, se vykazuji jako nehmotna aktiva. Primé
naklady zahrnuji osobni naklady pracovniku podilejicich se na vyvoji
softwaru a odpovidajici podil pfislusné rezie.

Naklady na vyvoj pocitacového softwaru uznané jako aktiva se odepisuji
po dobu jejich predpokladané Zivotnosti (tfi az pét let).

2.7 Dlouhodoba aktiva klasifikovana jako aktiva drzena

k prodeji
Spolec¢nost klasifikuje dlouhodobé aktivum (nebo vyfazovanou skupinu) jako
drzené k prodeji, pokud bude jeho uc¢etni hodnota zpétné ziskana primarné
prodejni transakci spiSe nez pokracujicim uzivanim. Toto aktivum se
ocenuje zUstatkovou hodnotou nebo c¢istou realizovatelnou hodnotou minus
naklady souvisejici s prodejem, je-li nizsi.

2.8 Investice v dcefiné spolec¢nosti
Podil ve spoleénosti Philip Morris Slovakia s.r.o. je vykazan v historické
pofizovaci cené.

2.9 Snizeni hodnoty aktiv

Pozemky, budovy a zarizeni a ostatni nefinancni aktiva, véetné nehmotnych
aktiv, jsou posuzovany z hlediska snizeni hodnoty, kdykoli urcité udalosti
nebo zmény okolnosti naznacuiji, Ze jejich uc¢etni hodnota nemusi byt
realizovatelna.

Ztrata ze snizeni hodnoty je zatcétovana ve vysi ¢astky, o kterou ucetni
hodnota aktiva prevysuje jeho realizovatelnou hodnotu. Realizovatelna
hodnota predstavuje realnou hodnotu snizenou o naklady prodeje nebo
hodnotu z uzivani, je-li vyssi. Za u¢elem posouzeni snizeni hodnoty jsou
aktiva sdruzovana na nejnizsich urovnich, pro které existuji samostatné
identifikovatelné penézni toky (penézotvorné jednotky).
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Estimated useful lives (in years) adopted in these separate financial
statements are as follows:

Buildings and constructions 15-40
Machinery and equipment 8-15
IT equipment 3-5
Vehicles 3-8
Furniture and fixtures 5-10

Land is not depreciated.

The assets’ residual values and useful lives are reviewed, and adjusted if
appropriate, 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 2.9).

Items of property, plant and equipment that are retired, or otherwise
disposed of, are eliminated from the separate statement of financial
position, 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 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, 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 (three to five years).

2.7 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.

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

29 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).

69
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2.10 Zasoby

Zasoby se vykazuji v pofizovacich cenach nebo v Cisté realizovatelné
hodnoté, je-li nizsi. Pofizovaci cena zahrnuje cenu pofizeni a vedlejsi
naklady spojené s pofizenim zasob (doprava, clo, apod.). Hodnota
nedokoncené vyroby a hotovych vyrobkd zahrnuje pfimé materialové
naklady a vyrobni rezii. Vyrobni rezie zahrnuje predevsim mzdy, odpisy,
spotfebu energii, naklady na opravy a udrzovani apod. Ocenéni
nedokoncené vyroby, vyrobkl a zbozi je na zakladé metody FIFO. Tabak,
provozni zasoby a nahradni dily jsou ocenény v primérnych cenéach.

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

2.11 Pujéky a pohledavky

Puljcky a pohledavky jsou nederivatova financ¢ni aktiva s danymi nebo
prepokladanymi platbami, ktera nejsou kotovana na aktivnim trhu. Jsou
zahrnuta do kratkodobych aktiv, s vyjimkou dob splatnosti delsich nez 12
meésicu po rozvahovém dni. Ta jsou klasifikovana jako dlouhodoba aktiva.
Pljcky a pohledavky jsou zahrnuty v samostatném vykazu finan¢ni pozice
v obchodnich a ostatnich finanénich pohledavkach.

Obchodni pohledavky se prvotné vykazuiji v realné hodnoté a nasledné jsou
ocenovany zustatkovou hodnotou na zakladé metody efektivni Grokové
sazby po odecteni opravné polozky na snizeni hodnoty. Opravna polozka
na snizeni hodnoty obchodnich pohledavek za domacimi a zahrani¢nimi
odbérateli mimo skupinu PMI se vytvari tehdy, jestlize existuji objektivni
dlikazy o tom, Ze Spole¢nost nebude schopna inkasovat veskeré dluzné
Castky podle pivodné sjednanych podminek. Vyznamné financni tézkosti
odbératele, pravdépodobnost, Zze dluznik vstoupi do konkurzu, nedodrzeni
splatnosti nebo prodleni ve splatnosti zavazku (u pohledavek z obchodnich
vztah( v(ci tretim stranam od 14 do 30 dni v zavislosti na individualnim
posouzeni situace dluznika) jsou indikatory, ze obchodni pohledavky jsou
znehodnoceny. Vyse opravné polozky je rozdil mezi u¢etni hodnotou
aktiva a sou¢asnou hodnotou odhadovanych budoucich penéznich toku
diskontovanych plavodni efektivni Grokovou sazbou. Tvorba této ztraty

z opravné polozky je zauc¢tovana do vykazu zisku a ztrat. Pohledavky

za spole¢nostmi skupiny PMI nejsou povazovany za pochybné.

2.12 Spotiebni dan

Spotfebni darn obsazena v hodnoté nakoupenych kolkl je primarné
vykazana v ostatnich nefinanc¢nich aktivech spolu s odpovidajicim zavazkem
v kategorii ,,Ostatni danové zavazky”. Aktivum zanika a stava se soucasti
obchodnich pohledavek v okamziku prodeje hotovych vyrobku a zbozi,
které jsou predmétem spotiebni dané. Konzistentné s tim zasoby a naklady
na prodané vyrobky a zboZi nezahrnuji spotrebni dan.

Spotiebni dan ma urcité charakteristiky dané z prodeje, zatimco ostatni
aspekty darového systému v Ceské republice jsou spise povahy dané
vyrobni. Vedeni analyzovalo véechny znaky systému spotiebni dané v Ceské
republice a dospélo k zavéru, Ze vlastnosti dané z prodeje prevazuiji.

Z tohoto diivodu neni spotiebni dan vykazana v trzbach a provoznich
nakladech samostatnych financ¢nich vykazd Spolec¢nosti.

2.13 Penézni prostiedky a penézni ekvivalenty

Penézni prostredky a penézni ekvivalenty zahrnuji financni hotovost,
inkasovatelné bankovni vklady, ostatni vysoce likvidni kratkodobé

investice s pavodni dobou splatnosti tfi mésice a méné, debetni zlstatky

na bankovnich Gétech (kontokorentni ucty) nebo jiné pajcky splatné

na pozadani. V samostatném vykazu finan¢ni pozice jsou debetni zlistatky
na bankovnich Gc¢tech (kontokorentni Ucéty) a jiné pujcky splatné na pozadani
vykazany v polozce Prijaté pljcky v kratkodobych zavazcich.

2.14 Obchodni zavazky
Obchodni zavazky se prvotné vykazuiji v realné hodnoté a nasledné jsou
ocenovany zustatkovou hodnotou na zakladé metody efektivni Urokové sazby.

2.10 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.). 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 carrying amount of work-in-
progress, merchandise and finished goods is determined on the basis of
FIFO. The carrying amount 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.

2.11 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 separate statement of financial position.

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 14-30 days overdue based on
individual assessment of the debtor) are considered indicators that the
trade receivable is impaired. The amount of the impairment loss 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 profit or loss. Receivables from PMI entities do not represent collection
risk.

2.12 Excise tax

Excise tax on purchased fiscal stamps is initially recognised as other
non-financial asset with a corresponding liability classified in ,,Other tax
liabilities”. The asset is derecognised and reclassified to trade receivables
upon sale of finished goods and merchandise subject to excise tax.
Correspondingly, inventories and cost of goods sold do not include excise
tax.

Excise tax in the Czech Republic has certain characteristics of sales tax
while other aspects of the taxation system are more of a production tax
nature. Management has analysed all the features of the excise tax system
in the Czech Republic and came to the conclusion that the characteristics
of the sale tax prevail. As a result, the excise tax is excluded from revenues
and operating expenses in the Company’s separate financial statements.

2.13 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 and less, bank overdrafts or other on-demand payable
liabilities. Bank overdrafts and other on-demand payable liabilities are
shown on the separate statement of financial position within Borrowings in
current liabilities.

2.14 Trade Payables
Trade payables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method.
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2.15 Odlozena dai z pfijmu

Odlozena dan je vypoctena s pouzitim zavazkové metody uplatnéné

na vSechny prfechodné rozdily vzniklé mezi danovou hodnotou aktiv

a zavazku a jejich ucetni hodnotou vykazovanou v samostatné ucetni
zavérce. Pokud ovsem odlozena dan vyplyva z vychoziho zachyceni aktiva
nebo zavazku z transakci jinych, nez je podnikova kombinace, které

v dobé vzniku nemaji dopad ani na Gcéetni ani na danovy zisk nebo ztratu,
pak se o ni neuctuje. Odlozena dan z prijm{ se stanovi za pouziti danové
sazby (a danovych zakon), které byly schvaleny nebo je proces jejich
schvalovani v podstaté dokoncen a o kterych se predpoklada, ze budou
ucinné v obdobi, ve kterém bude prislusna danova pohledavka realizovana
nebo zavazek odlozené dané z pfijmud vyrovnan. Zmény v odlozené dani
vyplyvajici ze zmén danovych sazeb jsou vykazany v obdobi, ve kterém jsou
zmény uzakonény.

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

Odlozena dan je zauc¢tovana do vykazu zisku a ztrat s vyjimkou pfipadu,
kdy se vztahuje k polozkam uétovanym do ostatniho Upliného vysledku.
V takovych pripadech je také uc¢tovana do ostatniho uplného vysledku.

2.16 Zaméstnanecké pozitky

a) Duchodové pojisténi a penzijni pFipojisténi
Spole¢nost hradi pravidelné odvody do statniho rozpodétu k financovani
statniho diichodového pojisténi v sazbach platnych pro dané obdobi

z vyplacenych hrubych mezd. Nad ramec téchto zakonnych odvodt
nejsou vyzadovany od Spole¢nosti zadné jiné dodateéné odvody. Naklady
souvisejici s odvody jsou zUétovany ve vykazu zisku a ztrat ve stejném
obdobi jako vyplata mezd a platd, ke kterym se vztahuiji.

Spolecnost také poskytuje svym zaméstnanctm penzijni pfipojisténi
formou plateb nezavislym penzijnim fonddm v ramci platného prispévkové
definovaného penzijniho planu. Tyto naklady jsou uctovany do vykazu zisku
a ztrat v roce, se kterym ¢asove souviseji. Nad ramec téchto zakonnych
odvodu nejsou vyzadovany od Spoleénosti zadné jiné dodate¢né odvody.

b) Odstupné a pozitky pFi predéasném ukonceni
pracovniho poméru
Odstupné a pozitky pfi pred¢asném ukoncéeni pracovniho poméru se
vyplaceji v pripadé, ze je pracovni pomér ukoncéen pred normalnim
odchodem do dlichodu nebo pred uplynutim pracovni smlouvy. Spole¢nost
vykazuje pozitky z predéasného ukonceni pracovniho poméru, pokud je
zavazana k ukonceni pracovniho poméru vybranych zaméstnancu v souladu
se schvalenym detailnim planem bez realné moznosti od tohoto planu
odstoupit.

c) Uhrady vézané na akcie

PMI poskytuje urcité plany uhrad vazanych na akcie pro vedouci
zaméstnance vSech spolec¢nosti v ramci skupiny PMI. Tyto plany se

vztahuiji k akciim spole¢nosti PMI. Tyto plany predstavuji Uhrady vazané

na akcie vyporadané kapitalovymi nastroji. Na zakladé pravidel stanovenych
Performace Incentive Plans” je vybranym zaméstnancim poskytovana
dlouhodoba odména v podobé naroku na akcie PMI, které by jim mély

byt v budoucnosti pridéleny. K realizaci naroku a nabyti akcii zaméstnanci
dochazi po uplynuti zaméstnaneckého pomeéru tfi let od data poskytnuti
naroku (rozhodné obdobi). Hodnota nakladu sluzeb zaméstnanct
vykazanych jako protihodnota za prfidélené naroky na akcie je uréena

na zakladé realné hodnoty narokd k datu poskytnuti. Naklady jsou do vykazu
zisku a ztrat (naklady na zaméstnance a zaméstnanecké pozitky a sluzby)
zuctovany rovhomerné béhem rozhodného obdobi se souvztaznym zapisem
do vlastniho kapitalu. Hodnota nakladd vykazanych jako protihodnota

za pridélené naroky v letech 2011 a 2010 byla nevyznamna.
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2.15 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 separate 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, 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 tax rates are
recognised in the period in which the changes are enacted or substantially
enacted.

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 profit or loss, except when it relates
to items charged or credited to other comprehensive income, in which case
the deferred tax also affects other comprehensive income.

2.16 Employee benefits

a) Pension obligations

Contributions are made to the Government's 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 profit or loss 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 profit or loss 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.

c) Share-based payments

PMI runs certain compensation plans for management of all PMI
companies. The plans relate to the stock of PMI. 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 PMI after a three-year service period (the vesting period). The
compensation cost for deferred stock awards is determined by using fair
value of the equity instruments awarded as at the grant date. 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. Amounts recognised as compensation expense in 2011 and 2010
were immaterial.
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2.17 Rezervy

Spolecénost tvori rezervy, pokud ma soucasny pravni nebo mimosmluvni
zavazek, ktery je vysledkem minulych udalosti, je pravdépodobné, ze

k vyporadani tohoto zavazku bude nezbytné odc¢erpani prostiedki, a mlize
byt proveden spolehlivy odhad vyse zavazku. Rezervy se nevytvareji

na budouci provozni ztraty.

Rezervy jsou ocenény v souc¢asné hodnoté nejlepsiho odhadu vydajl
potfebnych k vyrovnani sou¢asného zavazku k rozvahovému dni.

2.18 Vykazovani vynosu a nakladu

Vynosy predstavuiji realnou hodnotu pfijaté nebo narokované protihodnoty
za prodej zbozi, vyrobk( a sluzeb, bez dané z pridané hodnoty a spotrebni
dané, po odpoctu slev a skont.

a) Prodej vyrobkt a zbozi

Vynosy z prodeje vyrobkd a zbozi se vykazuii, pokud ucetni jednotka prevedla
na kupujiciho vyznamna rizika a odmeény z vlastnictvi zbozi; nezachovava

si pokracujici manazerskou angazovanost v mire obvykle spojované

s vlastnictvim pozadovaného zbozi, ani skute¢nou kontrolu nad timto

zbozim; ¢astka vynost mlize byt spolehlivé ocenéna; je pravdépodobné,

ze ekonomické uzitky, které jsou s transakci spojeny, poplynou do ucéetni
jednotky, a vzniklé naklady nebo naklady, které s ohledem na transakci teprve
vzniknou, mohou byt spolehlivé ocenény. O vynosu je uétovano v okamziku
vyskladnéni jak v pfipadé domacich prodej, tak i exportu.

b) Prodej sluzeb

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

c) Vynosy z dividend
Vynos z dividend se vykazuje tehdy, kdyz vznikne pravo akcionare na prijeti
platby.

d) Vynosy z uroki
Urokovy vynos se vykazuje dasové rozliseny s pouzitim metody efektivni
urokové sazby a zohlednénim vySe nesplacené jistiny.

e) Naklady na prodané vyrobky a zbozi

Soucasti nakladl na prodané vyrobky a zbozi jsou variabilni a fixni vyrobni
naklady, pofizovaci cena nakoupeného zbozi a licen¢ni poplatky placené
za prodané vyrobky.

f) Odbytové naklady

Odbytoveé naklady vyplyvaji z odbytové ¢innosti a kromé personalnich

a rezijnich naklad( zahrnuji také odpisy majetku v oblasti prodeje, naklady
spojené s expedici, naklady na propagaci, podporu prodeje, prizkum trhu
a sluzby zakaznik(m.

g) Spravni naklady
Spravni naklady zahrnuji personalni a rezijni naklady a odpisy majetku
ve spravni oblasti.

2.19 Leasing

Leasing je klasifikovan jako operativni leasing, jestlize podstatna cast

rizik a uzitk(l vyplyvajicich z vlastnictvi zistava u pronajimatele. Splatky
uhrazené na zakladé operativniho leasingu se Uctuji do vykazu zisku a ztrat
rovnomérné po celou dobu trvani leasingu.

Leasing pozemki, budov a zatizeni, pfi némz na Spole¢nost prechazi
podstatna ¢ast rizik a odmén vyplyvajicich z vlastnictvi, je klasifikovan
jako finan¢ni leasing. Spole¢nost neporizuje dlouhodoby majetek
prostfednictvim finan¢niho leasingu.

2.20 Vyplata dividend

Vyplata dividend akcionariim Spolec¢nosti se vykazuje v samostatné ucetni
zavérce Spolecnosti jako zavazek v obdobi, ve kterém jsou dividendy
schvaleny akcionari Spole¢nosti.

2.17 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; 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.

2.18 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.

a) 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. Revenue is recognised at the moment of delivery despatch
to the customer for both export and domestic sales.

b) 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.

c) Dividend income
Dividend income is recognised when the shareholder’s right to receive
payment is established.

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

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

f) Distribution expenses

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.

g) Administrative expense
Administrative expenses include personnel costs and overheads as well
as depreciation and amortisation applicable to administrative functions.

2.19 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
profit or loss 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. The Company does not acquire its operating assets via finance
leases.

2.20 Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as
a liability in the Company’s separate financial statements in the period
in which the dividends are approved by the Company’s shareholders.
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3. RiZENi FINANCNICH RIZIK

3.1 Faktory finanéniho rizika

Z ¢innosti Spole¢nosti vyplyva rada financénich rizik: trzni riziko, Uvérové
riziko a riziko likvidity. Trzni riziko a riziko likvidity je fizené centralnim
oddélenim Treasury skupiny PMI v Lausanne. Uvérové riziko je fizeno
primarné Spolec¢nosti. PMI Treasury identifikuje, ocenuje a zajistuje
finanéni riziko v tizké spolupraci se Spoleénosti. Rizeni rizik provadi
centralni oddéleni Treasury skupiny PMI v souladu s pravidly schvalenymi
predstavenstvem Spolecnosti, ktera vychazi z politik PMI pro fizeni
finan¢niho rizika.

a) Trzni riziko

Spolecnost plsobi na mezinarodnim trhu a je vystavena ménovému riziku
vztahujicimu se k rznym ménam. Ménové riziko vyplyva zejména z titulu
budoucich nakup( a prodeju a pohledavek a zavazku v cizich ménach.

Pro fizeni ménového rizika Spolec¢nost prilezitostné nakupuje ménoveé
opce prostrednictvim PMI Treasury, o kterych uctuje jako o zajistovacich
derivatech. V letech 2011 a 2010 Spole¢nost neméla zadné ménové opce.

Rozdéleni finan¢nich aktiv podle mén (v milionech K¢&):

Ugetni hodnota

k 31.12.2011 CZK EUR uUsbD CHF  Ostatni Celkem
Pohledavky za tretimi

stranami - domaci 1112 0 0 0 0 1112
Pohledavky za tretimi

stranami - zahranicni 0 0 0 0 0 0
Pohledavky

za spole¢nostmi

skupiny PMI 3 434 18 0 0 455
Uéty v bance 52 0 0 0 0 52
Kratkodobé pujcky

spfiznéné strané 5642 0 0 0 0 5642
Celkem 6 809 434 18 (o] 7 261
Uéetni hodnota

k 31.12.2010 CZK EUR uUsbD CHF  Ostatni Celkem
Pohledavky za tretimi

stranami - domaci 1150 0 0 0 0 1150
Pohledavky za tretimi

stranami - zahrani¢ni 1 0 0 0 0 1
Pohledavky

za spole¢nostmi

skupiny PMI 28 444 3 0 0 475
Uéty v bance 21 0 0 0 0 21
Kratkodobé pujcky

spriznéné strané 6 840 0 0 0 0 6 840
Celkem 8 040 444 3 8 487
Rozdéleni financ¢nich zavazk( podle mén (v milionech Kg¢):

Ugetni hodnota

k 31.12.2011 CZK EUR usbD CHF  Ostatni Celkem
Zavazky tretim

stranam - domaci 249 1 0 0 0 250
Zavazky tretim

stranam - zahraniéni 1 231 24 2 3 261
Zavazky

spoleénostem

skupiny PMI 37 235 0] 121 5 398
Celkem 287 467 24 123 8 909
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3. FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Company’s activities expose it to a variety of financial risks: market
risk, credit risk and liquidity risk. Market and liquidity risks are managed
under approved policies by a central Treasury group of PMI in Lausanne.
Credit risk is managed 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 and sale transactions and from assets and
liabilities recognised 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
2011 and 2010.

The split of financial assets by currencies is as follows (in CZK million):

Carrying amount
as at December 31,

2011 CzZK EUR usD CHF  Other Total
Receivables from third

parties - domestic 1112 - - - - 1112
Receivables from third

parties - foreign - - - - - -
Receivables from PMI

entities 3 434 18 - - 455
Cash at banks 52 - - - - 52
On demand deposits

with related parties 5642 - - - - 5642
Total 6 809 434 18 - - 7261
Carrying amount

as at December 31,

2010 CzZK EUR usD CHF  Other Total
Receivables from third

parties - domestic 1150 - - - - 1150
Receivables from third

parties - foreign 1 - - - - 1
Receivables from PMI

entities 28 444 3 - - 475
Cash at banks 21 - - - - 21
On demand deposits

with related parties 6 840 - - - - 6 840
Total 8 040 444 3 - - 8487

The split of financial liabilities by currencies is as follows (in CZK million):

Carrying amount
as at December 31,

2011 CzZK EUR usb CHF  Other Total
Payables to third
parties - domestic 249 1 - - - 250
Payables to third
parties - foreign 1 231 24 2 3 261
Payables to PMI
entities 37 235 - 121 5 398

Total 287 467 24 123 8 909
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Ugetni hodnota

k 31.12.2010 CZK EUR uUsbD CHF  Ostatni Celkem
Zavazky tretim

stranam - domaci 229 1 0 0 0 230
Zavazky tretim

stranam - zahraniéni 2 101 15 1 10 129
Zavazky

spole¢nostem

skupiny PMI 0 215 36 59 8 318
Celkem 231 317 51 60 18 677

Analyzy citlivosti

Citlivost na zmény ménového kurzu

Spole¢nost je vystavena ménovému riziku vyplyvajicimu zejména z transakci
se spolec¢nostmi se sidlem v Evropské unii, véetné své slovenské dcefiné
spolednosti, a se spoleénostmi skupiny PMI se sidlem ve Svycarsku.
Nejvyznamnéjsimi ménami jsou euro, americky dolar a Svycarsky frank.
Ménové riziko je hodnoceno ve vztahu k funkéni méné (Geska koruna)

k rozvahovému dni, kdy jsou pohledavky a zavazky vedené v cizi méné
prepoéteny na deské koruny kurzem Ceské narodni banky.

Analyza citlivosti zahrnuje pouze neuhrazena financéni aktiva a zavazky
denominované v cizich ménach a méfi dopad z prfepoctu téchto polozek
k rozvahovému dni kurzem Ceské narodni banky k 31. 12. 2011.
Spolecnost povazuje mozny pohyb ménovych kurzt vici ceské

koruné v nasledujicim obdobi +5 % (zhodnoceni ¢eské koruny) a -5 %
(znehodnoceni ¢eské koruny).

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

Nasleduijici tabulka predstavuje mozny dopad na zisk pred zdanénim pfi
oc¢ekavaném posileni (+5 %) nebo oslabeni (-5 %) ¢eské koruny vici cizim
ménam (v milionech K¢):

2011 -5% znehodnoceni CZK
Ména EUR usD CHF
Zvyseni (+) / snizeni (-) zisku -2 0 -6
+5% zhodnoceni CZK
Ména EUR usD CHF
Zvyseni (+) / snizeni (-) zisku 2 0 6
2010 -5% znehodnoceni CZK
Ména EUR usD CHF
2Zvyseni (+) / snizeni (-) zisku 6 -3 -3
+5% zhodnoceni CZK
Ména EUR uUsD CHF
Zvyseni (+) / snizeni (-) zisku -6 3 3

Citlivost na zmény urokové sazby

Spolec¢nost je vystavena urokovému riziku zejména v souvislosti

s poskytovanim kratkodobych pujcek se stanovenou dobou splatnosti

a kratkodobych pljcek splatnych na pozadani spoleénostem ve skupiné
PMI. Spole¢nost predpoklada mozny pohyb vynosové kfivky v nasledujicim
obdobi +100/-10 bazickych bodd.

Pro poskytnuté kratkodobé pujcky a kratkodobé pujcky splatné na pozadani
poskytnuté spolec¢nostem ve skupiné PMI je dopad na zisk pred zdanénim
stanoven na zakladé specifikované zmeny urokové sazby, ktera by nastala
na zacéatku ucetniho obdobi a za predpokladu, Zze by nedoslo k zadné

jiné zméné urokovych sazeb v pribéhu celého ucetniho obdobi. Ostatni
finan¢ni aktiva a zavazky nejsou povazovany za urokoveé citlivé.

Carrying amount
as at December 31,

2010 CZK EUR uUsbD CHF  Other Total
Payables to third
parties - domestic 229 1 - - - 230
Payables to third
parties - foreign 2 101 15 1 10 129
Payables to PMI
entities - 215 36 59 8 318
Total 231 317 51 60 18 677

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 CHF. 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 the 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 as at December 31, 2011.
The Company considers the movements of exchange rates against CZK

in the following period +5% (appreciation of CZK) and -5% (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.

The following table presents the impact on profit or loss before tax
of an appreciation (+5%) or depreciation (-5%) of the CZK to foreign
currencies (in CZK million):

2011 CZK depreciation by 5%
Currency EUR uUsD CHF
Increase / (decrease) in profit or loss (2) - (6)
CZK appreciation by 5%
Currency EUR uUsD CHF
Increase / (decrease) in profit or loss 2 - 6
2010 CZK depreciation by 5%
Currency EUR uUsD CHF
Increase / (decrease) in profit or loss 6 (3) (3)
CZK appreciation by 5%
Currency EUR uUsD CHF
Increase / (decrease) in profit or loss (6) 3 3

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/-10 basis points.

For short-term loans receivable and short-term on-demand deposits

with PMI companies, the impact on the profit or 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.
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Nasledujici tabulka predstavuje mozny dopad na zisk pred zdanénim pfi
oéekavaném narustu (+100 bazickych bod) nebo poklesu (-10 bazickych
bodU) urokovych sazeb (v milionech K¢):

Naruast arokové miry Pokles urokové miry
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The following table presents the possible impact on profit or loss before tax
of an expected increase (+100 basis points) or decrease (-10 basis points)
of interest rates (in CZK million):

Interest rate increased Interest rate decreased

2011 o0 100 baz. bodu 0 100 baz. bodu 2011 by 100 basis points by 10 basis points
Zvyseni (+) / snizeni Increase / (decrease)
(-) zisku 56 -6 in profit or loss 56 (6)
Narust urokové miry Pokles Uurokové miry Interest rate increased Interest rate decreased
2010 o 100 baz. bodu o 100 baz. bodu 2010 by 100 basis points by 10 basis points
Zvyseni (+) / snizeni Increase / (decrease)
(-) zisku 68 -7 in profit or loss 68 (7)
b) Uvérové riziko b) Credit risk

Spole¢nost ma stanovena pravidla, ktera zaijistuji, Ze prodej vyrobku(
a zbozi s odlozenou splatnosti je realizovan pouze s odbérateli, ktefi splnuji
podminky pro Uvérovy prodej a maji prisluSnou Uvérovou historii.

Vyraznou podporu v této oblasti poskytuji Spoleénosti odbornici z PMI
Treasury v Lausanne. Kromé PMI Treasury Spole¢nost vyuziva k analyze
protistran také sluzeb externich ratingovych agentur.

Pripadna platebni neschopnost odbératele mize vést k bezprostrednim
ztratam s nezadoucim vlivem na hospodareni Spolecénosti. Z tohoto

dlvodu podléha schvalovani obchodnich aktivit s novymi odbérateli
standardizovanym kontrolam a postupim pfislusnych oddéleni Spole¢nosti.
Angazovanost Spolec¢nosti vici odbératelim je fizena také prostrednictvim
stanoveni Gvérovych limitd. Vyse téchto limit je pravidelné monitorovana

a vyhodnocovana.

Soucasti fizeni Uvérového rizika je aktivni sprava a fizeni pohledavek, kde
se ke snizeni rizik pouzivaji standardni nastroje finanénich trhd, jako jsou
bankovni zaruky a platby predem.

Zajisténi pohledavek

Pohledavky z obchodnich vztahtl jsou rozdéleny z hlediska strategie
zajisténi na pohledavky za tuzemskymi odbérateli, zahrani¢nimi odbérateli
a spole¢nostmi skupiny PMI.

K zajisténi pohledavek za tuzemskymi odbérateli jsou v uréitych pfipadech
vyuzivany bankovni zaruky. Povinnym preventivnim nastrojem v pisemném
smluvnim vztahu je sankéni urok z prodleni thrad. Pohledavky z obchodnich
vztahtl za tuzemskymi odbérateli jsou rozdéleny do dvou skupin: pohledavky
zajisténe bankovnimi zarukami a nezajisténé pohledavky za odbeérateli,

ktefi splhuji podminky poskytnuti nezajisténého uvéru. Vyse nezajisténého
uvéru zavisi na celkovém a finan¢nim hodnoceni kazdého odbératele véetné
vyuziti externiho hodnoceni ratingovych agentur.

Pohledavky z obchodnich vztaht se zahrani¢nimi odbérateli jsou ¢aste¢né
zajistény bankovnimi zarukami.

Pohledavky z obchodnich vztah( za spole¢nostmi skupiny PMI jsou
povazovany za malo rizikové, a proto nejsou zajisténé.

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.

The financial insolvency of 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 PMI entities.

Bank guarantees, 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 PMI entities are considered as low-risk receivables
by the Company, and are therefore unsecured.
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Maximalni expozice vi¢i uvérovému riziku
Maximalni expozice vici Uvérovému riziku souvisejici s obchodni ¢innosti
a poskytnutymi obchodnimi Gvéry odbératellim se rovna brutto ucetni
hodnoté vyse uvedenych financ¢nich aktiv snizené o pfipadné ztraty ze

snizeni hodnoty.

Uéetni hodnota
k 31.12.2011

Neznehodnocena
financni aktiva

Neznehodnocena
financni aktiva

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.

Carrying

amount as at
December 31, 2011
(in CZK million)

Unimpaired financial
assets not yet due

Unimpaired financial
assets past due

Total

(v milionech K¢) do splatnosti po splatnosti Celkem
Pohledavky za tretimi

stranami - doméci 1100 12 1112
Pohledavky za tretimi

stranami - zahrani¢ni 0 0 0
Pohledavky

za spole¢nostmi

skupiny PMI 452 3 455
Uéty v bance 52 0 52
Kratkodobé pljcky

spriznéné strané 5642 5642
Celkem 7 246 15 7 261
Uéetni hodnota Neznehodnocena Neznehodnocena

k 31.12.2010 finanéni aktiva finanéni aktiva

(v milionech K¢) do splatnosti po splatnosti Celkem
Pohledavky za tretimi

stranami - domaci 1129 21 1150
Pohledavky za tretimi

stranami - zahrani¢ni 1 0 1
Pohledavky

za spolec¢nostmi

skupiny PMI 474 1 475
Uéty v bance 21 0 21
Kratkodobé pujcky

spriznéné strané 6 840 0 6 840
Celkem 8 465 22 8 487

Koncentrace uvérového rizika

Spolec¢nost sleduje koncentraci Gvérového rizika podle odbytovych regiond.

Rozdéleni obchodnich pohledavek podle odbytovych regiond:

Ugetni hodnota

Receivables from third
parties - domestic
Receivables from third
parties - foreign
Receivables from PMI
entities

Cash at banks

On demand deposits
with related parties

Total

Carrying

amount as at
December 31, 2010
(in CZK million)

1100

452
52

5642
7 246

Unimpaired financial
assets not yet due

12

15

Unimpaired financial
assets past due

1112

455
52

5642
7 261

Total

Receivables from third
parties - domestic

Receivables from third
parties - foreign

Receivables from PMI
entities

Cash at banks

On demand deposits
with related parties

Total

1129

474
21

6 840
8 465

Credit risk concentration

regions.

21

22

The Company monitors the concentration of credit risk by distribution

Classification of trade receivables by distribution regions:

Carrying amount as at
December 31, 2011
(in CZK million)

Czech
Republic

Slovak
Republic

Other

1150

475
21

6 840
8 487

Total

k 31.12. 2011 Ceska  Slovenska

(v milionech K¢) republika republika Ostatni Celkem
Pohledavky za tretimi

stranami - domaci 1112 0 0 1112
Pohledavky za tretimi

stranami - zahrani¢ni 0 0 0 0
Pohledavky

za spoleénostmi

skupiny PMI 0 40 415 455
Celkem 1112 40 415 1567
Uéetni hodnota .

k 31.12.2010 Ceska  Slovenska

(v milionech K¢) republika republika Ostatni Celkem
Pohledavky za tretimi

stranami - domaci 1150 0 0 1150
Pohledavky za tretimi

stranami - zahrani¢ni 0 0 1 1
Pohledavky

za spoleénostmi

skupiny PMI 0 105 370 475
Celkem 1150 105 371 1626

Receivables from third
parties - domestic
Receivables from third
parties - foreign
Receivables from PMI
entities

Total

Carrying amount as at
December 31, 2010
(in CZK million)

1112

1112

Czech
Republic

40 415
40 415

Slovak
Republic

Other

1112

455
1567

Total

Receivables from third
parties - domestic

Receivables from third
parties - foreign

Receivables from PMI
entities

Total

1150

1150

105 370
105 371

1150

475
1626



Philip Morris CR a.s.

Uvérova bonita finanénich aktiv, ktera nejsou po splatnosti ani
znehodnocena

Pri stanoveni ratingu finan¢nich aktiv, ktera nejsou po splatnosti ani
znehodnocena, pouziva Spole¢nost nasleduijici kritéria.

e tfidé bonity 1 jsou zarazeny pohledavky v(ci odbératelim zajisténé
bankovnimi zarukami, u nichz neexistuje zadny objektivni diikaz, ktery by
signalizoval mozné snizeni jejich hodnoty.

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

Pohledavky za spole¢nostmi skupiny PMI a kratkodobé puijcky splatné
na pozadani poskytnuté v ramci skupiny PMI jsou v roce 2011 zarfazeny
do skupiny s hodnocenim A podle PMI ratingu Standard & Poor’s

(2010: A).

Hotovost v bankéach je zarazena podle hodnoceni dlouhodobych depozit
prostfednictvim agentury Moody’s. Jako banky a financni instituce
pouzivané Spolecnosti jsou akceptovany pouze ty s hodnocenim A2
nebo vice (2010: A1).

Moody’s
Stav Standard rating
k31.12.2011 &Poor's  dlouhodobych
(v milionech K¢) Bonita1 Bonita2 rating (A) deposit (min A2) Celkem
Pohledavky
za tretimi stranami
- domaci 1022 78 0 0] 1100
Pohledavky
za tretimi stranami
- zahraniéni 0 0 0 0 0
Pohledavky
za spolecnostmi
skupiny PMI 0 0 452 0 452
Uéty v bance 0 0 0 52 52
Kratkodobé pujcky
spriznéné strané 0 0 5642 0 5642
Celkem 1022 78 6 094 52 7 246
Stav Standard  Moody'’s rating
k31.12.2010 &Poor's  dlouhodobych
(v milionech K¢) Bonita1 Bonita2 rating (A) deposit (A1) Celkem
Pohledavky
za tretimi stranami
- domaci 960 169 0 0 1129
Pohledavky
za tretimi stranami
- zahranicni 0 1 0 0 1
Pohledavky
za spolec¢nostmi
skupiny PMI 0 0 474 0 474
Uty v bance 0 0 0 21 21
Kratkodobé puijcky
spriznéné strané 0 0 6 840 0 6 840
Celkem 960 170 7 314 21 8 465

Ugetni hodnota finanénich aktiv po splatnosti, ktera nejsou
znehodnocena

0Od data splatnosti uplynulo

Stav k 31.12. 2011 Do 1 1-3 Vice nez

(v milionech K¢) mésice mésice 3 mésice Celkem
Pohledavky za tretimi

stranami - domaci 12 0 0 12
Pohledavky

za spole¢nostmi skupiny

PMI 2 1 0 3

Celkem 14 1 (o] 15

Credit quality of financial assets not yet due and not impaired

Vyroéni zprava 2011
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The Company uses the following criteria when setting ratings of financial
assets that are not yet due and are not impaired.
* Solvency class 1 includes receivables from third parties secured by

bank guarantees for which there is no objective evidence indicating

impairment.

Solvency class 2 includes receivables that are unsecured trade

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

Receivables from and on-demand deposits with PMI entities are classified

according to Standard & Poor’s rating of PMI. In 2011, the S&P rating

was A (2010: A).
Cash with banks is classified according to Moody’s Long-term Deposit

rating. For banks and financial institutions, only independently-rated
parties with a minimum rating of A2 (2010: A1) are accepted.

Balance as at
December 31,
2011

(in CZK million)

Solvency
class 1

Solvency
class 2

Standard
& Poor's
ratings

(A)

Moody’s
Long-term
Deposit min.
rating (A2)

Total

Receivables
from third parties
- domestic

Receivables
from third parties
- foreign

Receivables from
PMI entities

Cash at banks

On demand
deposits with
related parties

Total

Balance as at
December 31,
2010

(in CZK million)

1022

1022

Solvency
class 1

78

78

Solvency
class 2

452

5642
6 094

Standard
& Poor's
ratings

(A)

52

52

Moody’s
Long-term
Deposit
rating (A1)

1100

452
52

5642
7 246

Total

Receivables
from third parties
- domestic

Receivables
from third parties
- foreign

Receivables from
PMI entities

Cash at banks

On demand
deposits with
related parties

Total

Carrying amount of financial assets past due but not impaired

Balance as at

December 31, 2011

(in CZK million)

960

960

169

170

474

6 840
7314

21

21

Months past due

1129

474
21

6 840
8 465

Less than

1 month

1-3 More than

months

3 months

Total

Receivables from third

parties - domestic

Receivables from PMI

entities
Total

12
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Od data splatnosti uplynulo

Stav k 31. 12. 2010 Do 1 1-3 Vice nez

(v milionech K¢) mésice mésice 3 mésice Celkem
Pohledavky za tretimi

stranami - domaci 21 0 0 21
Pohledavky

za spole¢nostmi skupiny

PMI 1 0 0 1
Celkem 22 (o] (o] 22

c) Riziko likvidity

Obezretné rizeni rizika likvidity predpoklada udrzovani dostatec¢né urovné
hotovosti. Rizeni likvidity Spole¢nosti provadi centralné oddéleni PMI
Treasury v Lausanne prostrednictvim domaciho a mezinarodniho systému
,,cash pool“. V souladu s pravidly PMI pripravuje Spole¢nost tydenni vyhled
penézniho toku na nasledujici mésic a mésiéni vyhled penézniho toku

na nasledujicich 12 mésica.

Analyza splatnosti smluvnich nediskontovanych penéznich toku

Stavk 31. 12. 2011

Months past due

Balance as at

December 31, 2010 Less than 1-3 More than

(in CZK million) 1 month months 3 months Total
Receivables from third

parties - domestic 21 - - 21
Receivables from PMI

entities 1 - - 1
Total 22 - - 22

c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash.
Liquidity of the Company is managed and controlled by the central PMI
Treasury group 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, 2011

(v milionech K¢) Do 3 mésicu (in CZK million) Less than 3 months
Zavazky z obchodnich vztah( vici tretim stranam Trade payables to third parties and PMI entities 899
a spolec¢nostem skupiny PMI 899 Dividend payable 10
Nevyplacené dividendy 10

Stavk 31.12. 2010

(v milionech K¢) Do 3 mésicu

Zéavazky z obchodnich vztah( v(ici tretim stranam
a spole¢nostem skupiny PMI 667

Nevyplacené dividendy 8

3.2  Rizeni kapitalu

Cilem Spolecnosti pfi fizeni kapitalu je zajisténi nepretrzité ¢innosti s cilem
poskytovat akcionarlim navratnost viozenych prostredku. K udrzeni nebo
upravé kapitalové struktury Spole¢nost muize upravit vysi dividendy, vydat
nové akcie nebo prodat svij majetek za ic¢elem snizeni dluhu.

Za kapital Spolecnosti pro potrebu fizeni kapitalu se rozumi viastni kapital
vykazany v samostatném vykazu finan¢ni pozice.

3.3 Odhad realné hodnoty

Realna hodnota finan¢nich nastrojii obchodovanych na aktivnich trzich

je stanovena na zakladé kétovanych trznich cen platnych k rozvahovému
dni. Pro stanoveni realné hodnoty finan¢nich nastrojt, které nejsou
obchodovany na aktivnim trhu, se pouzivaji techniky ocenovani. Spole¢nost
¢ini predpoklady, pfi nichz vychazi z trznich podminek existujicich

ke kazdému rozvahovému dni. Zustatkova hodnota kratkodobych finan¢nich
aktiv a kratkodobych financ¢nich pasiv se blizi jejich realné hodnoté.

Balance as at December 31, 2010

(in CZK million) Less than 3 months
Trade payables to third parties and PMI entities 667
Dividend payable 8

3.2 Capital 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.

Equity as presented in these separate financial statements is considered as
capital of the Company for the capital management purposes.

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 current financial assets and current financial liabilities
are assumed to approximate their fair values.
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4. POZEMKY, BUDOVY A ZARIZENi
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4. PROPERTY, PLANT AND EQUIPMENT

Dopravni Constructions
Pozemky, prostiedky, Inventaf  Pofizeni aktiv Property,  Vehicles & in progress
budovy stroje a  aposkytnuté Buildings &  Machinery  Furniture & Advances
(v milionech K¢) a stavby azafizeni  vybaveni zalohy  Celkem (in CZK million) Constructions Equipment & Fixtures paid Total
K1.1.2010 As at January 1,
Pofizovaci cena 1743 3896 82 312 6033 2010
Opravky a snizeni Cost 1743 3896 82 312 6033
hodnoty -1107 -2 326 -69 0 -3 502 Accumulated
N . depreciation and
Zustatkova N )
hodnota 636 1570 13 312 2531 impairment (1107) (2 326) (69) - (3502)
. Net carrying
';‘1"‘1"5”’20(’)01’0 amount 636 1570 13 312 2531
PO Year ended
Pocatecni
zlstatkova gg;:gmber 31,
hodnota 636 1570 13 312 2 531
o Opening net
Prirdstky .
v pofizovaci cend 162 540 5 42 665 carrying amount 636 1570 13 312 2 531
VyFazeni Additions cost 162 540 (42) 665
v zlistatkove Disposal net
hodnoté -1 -55 0 0 -56 carrying amount (1) (55) - - (56)
QOdpisy -91 -320 -3 0 -414 Depreciation
Kone&na charge (91) (320) (3) - (414)
zustatkova Closing net
hodnota 706 1735 15 270 2726 carrying
K 31. 12. 2010 amount 706 1735 15 270 2726
Pofizovaci cena 1868 4254 82 270 6474 Asat
December 31,
Opravky a snizeni 2010
hodnoty -1162 2519 -67 0 EEUIGS Cost 1868 4254 82 270 6474
Zustatkova A lated
hodnota 706 1735 15 270 2726 coumuiate
depreciation and
Rok koncici impairment (1162) (2 519) (67) - (83748)
31.12. 2011 .
Net carrying
Pocatecni amount 706 1735 15 270 2726
zlstatkova v ded
hodnota 706 1735 15 270 2726 ear ende
December 31,
Prirtstky 2011
v pofizovaci cené 35 339 0 30 404 .
Opening net
Vyfazeni carrying amount 706 1735 15 270 2726
v zlstatkové -
hodnoté 2 o4 0 0 26 Additions cost 35 339 - 30 404
. R _ _ _ Disposal net
Odpisy 73 829 s 0 408 carrying amount (2 (24) - - (26)
Konecna Depreciation
zustatkova
hodnota 666 1721 12 300 2699 charge (73) (329) (C) - BRI
K 31.12. 2011 Closing net
carrying
Pofizovaci cena 1895 4 485 7 300 6 757 amount 666 1721 12 300 2699
Opravky a snizeni As at
hodnoty -1 229 -2 764 -65 0 -4 058 December 31,
Zustatkova 2011
hodnota 666 1721 12 300 2 699 Cost 1895 4485 77 300 6757
. i ; .. o o Accumulated
Najemné v hodnoté 83 miliond K¢ (2010: 95 milion K&) za pronajem depreciation and
skladi a kancelarskych prostor, je zahrnuto do vykazu zisku a ztraty. impairment (1229) (2764) (65) - (4058)
Net carrying
amount 666 1721 12 300 2699

Veskeré vydaje na pofrizeni dlouhodobych aktiv byly financovany z viastnich
zdrojli Spoleénosti.

Lease rentals during 2011 amounting to CZK 83 million
(2010: CZK 95 million) relating to the lease of warehousing and office
space are included in profit or loss.

All investments in property, plant & equipment were financed by the

Company’s own resources.
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5. SNiZENi HODNOTY POZEMKU, BUDOV
A ZARIZENi

V roce 2011 a 2010 nebylo vykazano zadné snizeni hodnoty dlouhodobych
aktiv.

6. ZASOBY

(v milionech K¢&) 31.12. 2011 31.12. 2010
Material 541 636
Nedokoncena vyroba 149 156
Vyrobky 395 242
Zbozi 191 86
Celkem 1276 1120

Pofizovaci naklady na zasoby, bez vyrobni rezie, vykdzané v samostatném
vykazu Uplného vysledku jako naklad a zahrnuté v roce 2011 v polozce
Naklady na prodané vyrobky a zbozi ¢inily 5 615 milion( K¢ (2010:

5 033 miliont K¢).

7. OBCHODNI A OSTATNIi FINANCNi POHLEDAVKY
A OSTATNI NEFINANCNI AKTIVA

(v milionech K¢) 31.12. 2011 31.12.2010
Obchodni a ostatni finanéni

pohledavky

Treti strany 1112 1151
Dcefina spole¢nost 40 105
Ostatni spriznéné strany 415 370
Celkem 1567 1626
Ostatni nefinancni aktiva

Ostatni aktiva - spotrebni dan 5 690 2841
Placené zalohy 35 32
Ostatni pohledavky 1 1
Celkem 5726 2874
8.  PENEZNi PROSTREDKY A PENEZNI

EKVIVALENTY

(v milionech K¢) 31.12. 2011 31.12. 2010
Uéty v bance 52 21
Kratkodobé puijcky spfiznéné

strané splatné na pozadani

(viz bod 26) 5642 6 840
Celkem 5694 6 861

Kratkodobé pujcky splatné na pozadani poskytnuté spfiznénym stranam
predstavuiji uro¢ené kratkodobé pulijcky. Analyza kratkodobych pohledavek
za spriznénymi stranami je uvedena v bodé 26.

Penézni prostfedky a penézni ekvivalenty pro ucely sestaveni samostatného
vykazu penéznich tokd Cinily 5 694 miliond K& (2010: 6 861 miliond K¢).

5. IMPAIRMENT OF PROPERTY, PLANT AND
EQUIPMENT

There was no impairment loss recognised in 2011 and 2010.

6. INVENTORIES

(in CZK million) December 31,2011 December 31,2010
Materials 541 636
Work-in-progress 149 156
Finished goods 395 242
Merchandise 191 86
Total 1276 1120

The cost of inventories, excluding allocated overheads, recognised
as expense in 2011 and included in costs of goods sold amounted to
CZK 5 615 million (2010: 5 033 million).

7. TRADE AND OTHER FINANCIAL RECEIVABLES
AND OTHER NON-FINANCIAL ASSETS
(in CZK million)

December 31,2011 December 31,2010

Trade and other financial

receivables:

Third parties 1112 1151
Subsidiary 40 105
Other related parties 415 370
Total 1567 1626
Other non-financial assets:

Other assets - excise tax 5690 2841
Prepayments 35 32
Other receivables 1 1
Total 5726 2874

8. CASH AND CASH EQUIVALENTS

(in CZK million) December 31,2011 December 31,2010

Cash at banks 52 21

On-demand deposits with related
parties (see Note 26)

Total

5642
5694

6 840
6 861

On-demand deposits with related parties are interest-bearing loans - see
Note 26 for the analysis of receivables from related parties.

Cash and cash equivalents for the purposes of the separate cash flow
statement include CZK 5 694 million (2010: CZK 6 861 million).
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9.  ZAKLADNI KAPITAL

A ZAKONNY REZERVNI FOND
Zakladni kapital Spolec¢nosti predstavuje 2 745 386 kust akcii v nominalni
hodnoté 1 000K¢ a je pIné splacen. V priibéhu predchazejicich dvou let

nedoslo k zadnym zménam v zakladnim kapitalu a poétu nebo druhu akcii.

Zakladni kapital Spoleénosti je rozvrzen na:

Pocet akcii Hodnota v Ké
Neregistrované kmenové listinné
akcie na jméno 831688 831 688 000
Registrované kmenové
zaknihované akcie na jméno 1913698 1913 698 000
Akcie celkem 2 745 386 2 745 386 000

VSem akciim pfislusi stejna prava.

Identifikacni oznaceni akcii Spole¢nosti podle mezinarodniho systému
cislovani je ISIN: CS0008418869.

Akcie Spolecnosti jsou pfijaty k obchodovani na trhu organizovaném
Burzou cennych papir(i Praha, a.s. a spoleénosti RM-SYSTEM,

Ceska burza cennych papirt a.s. Vefejnosti bylo k 31. 12. 2011 drzeno

2 745 386 kust akcii, z toho 77,6 % bylo drzeno spole¢nosti Philip Morris
Holland Holdings B.V.

Spolec¢nost vytvorila zakonny rezervni fond. Rezervni fond nesmi byt
pouzit k rozdéleni akcionartim, ale mdze byt pouzit k uhradé ztraty. Vyse
rezervniho fondu ¢&ini 20 % zakladniho kapitalu Spole¢nosti.

10. OBCHODNI A OSTATNi FINANCNIi ZAVAZKY
A OSTATNi NEFINANCNIi ZAVAZKY

(v milionech K¢) 31.12.2011 31.12.2010
Obchodni a ostatni finanéni

zavazky

Treti strany 261 105
Ostatni spriznéné strany 398 318
Dohadné ucéty pasivni 240 246
Nevyplacené dividendy 10 8
Celkem 909 677
Ostatni nefinanéni zavazky

Zavazky vaci zaméstnancim 93 100
Zavazky ze socialniho

zabezpeceni a zdravotniho

pojisténi 33 37
Prijaté zalohy 26 27
Vynosy pristich obdobi 18 24
Celkem 170 188

Zavazky vyplyvajici z transakci mezi spfiznénymi stranami jsou popsany
v bodé 26.

11. OSTATNi DANOVE ZAVAZKY

(v milionech K¢) 31.12. 2011 31.12. 2010
Dan z pfidané hodnoty 429 471
Spotrebni dan 7 101 4700
Ostatni dané 16 7
Celkem 7 546 5178
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9. REGISTERED CAPITAL
AND STATUTORY RESERVE FUND

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 831 688 831 688 000
Registered ordinary shares
dematerialised 1913698 1913 698 000
Total ordinary shares 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: CS0O008418869.

The Company’s shares are admitted for trading on the public market
organised by the Prague Stock Exchange and the Czech share

trading system, RM-SYSTEM, ¢eska burza cennych papirt a.s.

As at December 31, 2011, 2 745 386 shares were publicly held, out of
which 77.6% were held by the company Philip Morris Holland Holdings 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.

10. TRADE AND OTHER FINANCIAL LIABILITIES
AND OTHER NON-FINANCIAL LIABILITIES

(in CZK million)
Trade and other financial

December 31,2011 December 31,2010

liabilities

Third parties 261 105
Other related parties 398 318
Accrued expenses 240 246
Dividends payable 10 8
Total 909 677

Other non-financial liabilities

Amounts due to employees 93 100
Social security and health

insurance 33 37
Advances received 26 27
Deferred revenues 18 24
Total 170 188

Trade payables to related parties are disclosed in Note 26.

11. OTHER TAX LIABILITIES

(in CZK million) December 31,2011 December 31,2010

VAT 429 471
Excise tax 7 101 4700
Other taxes 16 7
Total 7 546 5178
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12. ODLOZENA DAN Z PRiJMU

Odlozené danové pohledavky a zavazky jsou vzajemné kompenzovany,
pokud existuje ze zakona vymahatelné pravo kompenzace kratkodobych
danovych pohledavek proti kratkodobym danovym zavazkim a pokud se
odlozena dan vztahuje ke stejnému finan¢nimu Gradu.

Kompenzované ¢astky jsou nasleduijici:

12,

The offset amounts are as follows:

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.

(v milionech K¢) 31.12. 2011 31.12. 2010
Odlozena danova pohledavka 23 20
QOdlozeny danovy zavazek -148 -139
Odlozeny cisty danovy zavazek -125 -119

Odlozena danova pohledavka

- Odlozena danova pohledavka
s oGekavanou realizaci
do 12 mésicl 17 16

- Odlozena danova pohledavka
s oCekavanou realizaci za vice
nez 12 mésicd 6 4

Odlozena darnova
pohledavka celkem 23 20

QOdlozeny danovy zavazek

- Odlozeny danovy zavazek, ktery

ma byt vyrovnan do 12 mésicu 1 0
- Odlozeny danovy zavazek, ktery

ma byt vyrovnan za vice nez 12

mésicu -149 -139
Odlozeny danovy
zavazek celkem -148 -139

Brutto pohyb na uctu odlozené dané z prijmu je nasleduijici:

(v milionech K¢) 2011 2010
K1. 1. -119 -118
Zauctovani do vykazu

zisku a ztraty -6 -1
K31.12. -125 -119

Zmény odlozenych danovych pohledavek a zavazku (pred kompenzaci
zlstatku) v daném obdobi byly nasledujici:

Deferred tax liabilities (in CZK million)

(in CZK million) December 31,2011 December 31,2010

Deferred tax assets 23 20

Deferred tax liabilities (148) (139)

Deferred tax liabilities net (125) (119)

Deferred tax assets

- Deferred tax asset to be

recovered within 12 months 17 16

- Deferred tax asset to be

recovered after more than

12 months 6 4

Total deferred tax assets 23 20

Deferred tax liabilities

- Deferred tax liabilities to be

recovered within 12 months 1 -

- Deferred tax liabilities to be

recovered after more than

12 months (149) (139)

Total deferred tax liabilities (148) (139)
The gross movement in the deferred income tax is as follows:

(in CZK million) 2011 2010

January 1 (119) (118)

Charge to profit or loss (6) (1)

December 31 (125) (119)

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

Accelerated tax depreciation

Odlozeny danovy zavazek (v milionech K¢) Zrychlené danové odpisy
K1.1.2010 -130
Zauctovani do vykazu zisku a ztraty -9
K 31.12.2010 -139
Zauctovani do vykazu zisku a ztraty -9
K 31.12.2011 -148
OdlozZena danova Snizeni .

pohledavka hodnoty Uhrady

(v milionech K¢&) zasob akciemi Ostatni Celkem
K1.1.2010 (o] 4 8 12
Zauctovani do vykazu

zisku a ztraty 4 1 3 8
K 31.12.2010 4 5 11 20
Zauctovani do vykazu

zisku a ztraty 2 2 -1 3
K 31.12.2011 6 7 10 23

S ucinnosti od 1. 1. 2010 plati sazba 19 % pro stanoveni splatné i odlozené
dané.

As at January 1, 2010 (130)

Charge to profit or loss (9)

As at December 31, 2010 (139)

Charge to profit or loss (9)

As at December 31, 2011 (148)
Provisions Share

Deferred tax assets for based

(in CZK million) inventories payments Other Total

As at January 1,

2010 - 4 8 12

Credit to profit or loss 4 1 3

As at December 31,

2010 4 5 11 20

Credit / (charge) to profit

or loss 2 2 (1) 3

As at December 31,

2011 6 7 10 23

Effective from January 1, 2010, the rate of 19% is used for calculation
of corporate income tax and deferred tax.
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13. OSTATNIi VYNOSY A FINANCNi VYNOSY

Ostatni vynosy ve vysi 63 miliond K¢ (2010: 91 milion K¢) predstavuiji
prijaté dividendy od spolec¢nosti Philip Morris Slovakia s.r.o. (viz bod 26).

Financ¢ni vynosy ve vysi 19 miliond K¢ (2010: 29 miliond K¢&) predstavuji

pfijaté uroky z kratkodobych pujcek a depozit poskytnutych spfiznénym
stranam (viz bod 26).

14. DRUHOVE CLENENi NAKLADU - DOPLNUJICI
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13. OTHER INCOME AND FINANCIAL INCOME

Other income of CZK 63 million (2010: CZK 91 million) represents the
dividends received from Philip Morris Slovakia s.r.o. (see Note 26).

Financial income of CZK 19 million (2010: CZK 29 million) represents

the interest income received from interest-bearing short-term loans and
deposits with related parties (see Note 26).

14. EXPENSES BY NATURE - ADDITIONAL

INFORMACE INFORMATION

(v milionech K¢) 2011 2010 (in CZK million) 2011 2010
Zmény stavu zasob hotovych Changes in inventories of FG,

vyrobkul, nedokoncené vyroby WIP and Merchandise (248) (38)
azboz 2 -38 Own work capitalised ) ®)
Aktivace =2 ni Raw materials and consumables

Spotreba materialu a energie 5627 4948 used 5627 4948
Sluzby 1617 1574 Services 1617 1574
Naklady na zaméstnance Employee benefits expense 915 911
a zaméstnanecke pozitky Bl on Depreciation and amortisation 456 440
QOdpisy a amortizace 456 440 Other 156 130
Ostatni =6 130 Costs of goods sold,

Naklady na prodané distribution expenses and

vyrobky a zbozi, odbytové administrative expenses 8 521 7 959
a administrativni naklady 8 521 7 959

. . 15. EMPLOYEE BENEFITS EXPENSE
15. NAKLADY NA ZAMESTNANCE
A ZAMESTNANECKE POZITKY (in CZK million) 2011 2010
Wages and salaries,
(v milionech Kg&) 2011 2010 including termination
. . . benefits CZK 38 million

Mzdové naklady véetné nakladd (2010: CZK 35 million) 657 654
souvisejicich s ukonc¢enim — :

pracovniho poméru ve vysi Social security and health

38 miliontl K& insurance 77 77
(2010: 35 milionti K&) 657 654 Pension costs - defined

Naklady na socialni zabezpeceni contribution plans 140 143
a zdravotni pojisténi 77 77 Share-based payments 6 4
Penzijni naklady - plany Other employee related costs 35 33
definovanych prispévk( 140 143

. o - Total 915 911
Uhrady vazané na akcie 6 4

Ostatni socialni naklady 35 33 As at December 31, 2011, the number of employees was 1 042

Celkem 915 911 (2010: 1 094) including 31 managers (2010: 38). Managers of the

K 31. 12. 2011 méla Spolec¢nost 1 042 zaméstnanct (2010: 1 094) véetné
31 fidicich pracovnikil (2010: 38). Ridici pracovnici Spole¢nosti zahrnuii
feditele odboru a vedouci Usek.

Na zakladé zakona Spole¢nost odvadi prispévky na socialni a dichodové
zabezpeceni, zdravotni pojisténi a prispévek na statni politiku
zaméstnanosti. Prispévky za rok 2011 ¢inily 34 % (2010: 34 %) z objemu
hrubych mezd. Spole¢nost neni povinna platit dal$i pfispévky nad ramec
zakonnych odvodd.

Spolec¢nost dale poskytuje svym zaméstnanclim doplikové penzijni
pfipojisténi formou prispévkl nezavislym penzijnim fondiim na zakladé
schvaleného penzijniho planu Spoleénosti.

Principy zaméstnanosti a odménovani jsou feseny kolektivni smlouvou. Pfi
kolektivnim vyjednavani probiha kontrola dodrzovani pracovné pravnich
predpisu ve Spole¢nosti.

Company include employees who are department heads and senior
managers.

The Company is legally required to make contributions to government
health, pension and unemployment schemes. During 2011, the Company
paid contributions at a rate of 34% of gross salaries (2010: 34%) 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
Labour Agreement. Audit of the observances of labour law regulations in the
Company takes place during the Collective Labour Agreement negotiations.
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16. REZERVY NA KRATKODOBE ZAVAZKY

K 31. 12. 2011 vedeni Spole¢nosti schvalilo nékolik plan( tykajicich se
organizacni restrukturalizace. Odhadované naklady na restrukturalizaci
ve vysi 7 milion(l K¢ predstavovaly odstupné zaméstnanct identifikovanych

v téchto planech (2010: 14 milliond K¢&). Odhady pro roky 2011 a 2010 byly
vypocteny v souladu s platnou kolektivni smlouvou roku 2011 a 2010, ktera

definovala vypocet odstupného.

K 31. 12. 2011 Spolec¢nost vytvorila rezervu na odménu pfi pracovnich
a Zivotnich vyroc¢ich a na odménu pfi odchodu do dichodu ve vysi
11 milion K& (2010: 0 K¢&). Narok na tyto odmény vyplyva z platné

kolektivni smlouvy.

16. PROVISIONS FOR CURRENT LIABILITIES

The management of the Company approved several plans related

to the organizational restructuring. The estimated restructuring expense

representing termination payments to those made redundant were

CZK 7 million as at December 31, 2011 (2010: CZK 14 million). For both
years, the estimate was based on the number of employees identified in the
plans and the Collective Labour Agreements valid in 2011 and 2010, which

specified the amount to be paid to those affected.

According to the valid Collective Labour Agreement, the Company

created provision for employment anniversary and jubilee bonuses and for
retirement bonus in amount of CZK 11 million as at December 31, 2011

(2010: CZK 0 million).

17. TRZBY
17. REVENUES
(v milionech K¢) 2011 2010
Prodej zbozi a vyrobku 11 528 10 742 (in CZK million) 2011 2010
Prodej sluzeb 51 102 Sales of finished goods and
handi 11 528 10742
Celkem 11 579 10 844 merchandise
Sales of services 51 102
Total 11 579 10 844
18. OSTATNI PROVOZNI VYNOSY
18. OTHER OPERATING INCOME
(v milionech K¢) 2011 2010
Kurzové zisky 120 83 (in CZK million) 2011 2010
Zisk z prodeje materialu 17 9 Exchange rate gains 120 83
Zisk z prodeje pozemkd, budov Gains on sale of materials 17
a zar|z<’en|’ 0 5 Gains on sale of PP&E - 5
Ostatni vynosy s ’ Other income 5] 7
Celkem 142 104 Total 4% 104
19. OSTATNi PROVOZNi NAKLADY 19. OTHER OPERATING EXPENSE
(v milionech K¢) 2011 2010 (in CZK million) 2011 2010
Kurzové ztraty 121 91 Exchange rate losses 121 91
Bankovni poplatky b 21 Bank charges 11 21
Ztrata z prodeje pozemk(, budov Loss on sale of PP&E 1 -
azarizeni 1 Y Other expense 1 5
Ostatni naklady 1 5 Total 134 117
Celkem 134 117
20. NET PROFITS AND LOSSES FROM FINANCIAL
20. CISTE ZISKY A ZTRATY Z FINANCNICH INSTRUMENTS
NASTROJU
2011 Cash
e (in CZK million) Receivables  equivalents Payables Total
2011 Penézni —
(v milionech K¢&) Pohledavky ekvivalenty Zavazky Celkem Operating income
Provozni vynosy Foreign exchange gain 60 20 40 120
Kurzové zisky 60 20 40 120 Interest income - 19 - 19
Urokovy wnos 0 19 0 19 Operating expense
Provozni naklady Foreign exchange
—— losses (25) (22) (74) (121)
Kurzové ztraty -25 -22 -74 -121 -
. Net gain / (loss) 35 17 (34) 18
Cisté zisky (+) /
ztraty (-) 35 17 -34 18
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2010 Penézni 2010 Cash

(v milionech K¢) Pohledavky ekvivalenty Zavazky Celkem (in CZK million) Receivables equivalents Payables Total
Provozni vynosy Operating income

Kurzové zisky 15 17 51 83 Foreign exchange gain 15 17 51 83
Urokovy wnos 0 29 0 29 Interest income - 29 - 29
Provozni naklady Operating expense

Kurzové ztraty -43 -17 -31 -91 Foreign exchange

Cisté zisky (+) / losses (43) (17) (31) (91)
ztraty (-) -28 29 20 21 Net gain / (loss) (28) 29 20 21
21. DAN Z PRiJMU 21. INCOME TAX EXPENSE

(v milionech K¢) 2011 2010 (in CZK million) 2011 2010
Splatna dan -599 -564 Current tax (599) (564)
Odlozena dan (viz bod 12) -6 -1 Deferred tax (see Note 12) (6) (1)
Celkem -605 -565 Total (605) (565)

Sazba dané z pfijm{ pro rok 2011 a 2010 byla stanovena ve vysi 19 %.

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

(v milionech K¢) 2011 2010
Ucetni zisk pred zdanénim 3148 2992
Platna sazba dané z pfijmu 19% 19%
Teoreticka daii z icetniho

zisku pred zdanénim -598 -568
Naklady neodpocitatelné pro

danové ucely -14 -16
Prijmy nepodléhaijici dani 12 17
Ostatni -5 o
Dan z pfijmu celkem -605 -565

22. ZISK NA AKCII

Zakladni a zredény ukazatel zisku na akcii je vypocteny jako podil zisku
pfipadajiciho na osoby drzici vlastni kapital Spole¢nosti k poctu kmenovych
akcii v obéhu béhem roku.

2011 2010
Zisk pfipadajici akcionaram
v milionech K& 2543 2427
Pocet akcii v obéhu za dané
obdobi v tisicich kusl 2745 2745
Zisk na akcii v K¢ 926 884

23. ROZDELENI ZISKU

Valna hromada akcionai( Spole¢nosti schvalila v dubnu 2011 vyplatu
dividend ve vysi 3 459 milioni K¢ (1 260 K¢ na akgii) a v dubnu 2010
ve wysi 2 141 miliond K¢ (780 K¢ na akcii).

O tom, zda bude vyplacena dividenda za uc¢etni obdobi 2011 a v jaké
vysSi, rozhodnou akcionari na fadné valné hromadeé, ktera se bude konat
dne 27. 4. 2012.

The statutory income tax rate for the 2011 and 2010 assessment periods
was 19%.

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:

(in CZK million) 2011 2010
Profit before tax 3148 2992
Applicable tax rate 19% 19%
Tax calculated at local tax rate

applicable to profit before tax (598) (568)
Expenses not deductible for tax

purposes (14) (16)
Income not subject to tax 12 17
Other (5) 2
Tax charge (605) (565)

22. EARNINGS PER SHARE

Basic and diluted earnings per share are calculated by dividing the net profit
attributable to shareholders of the Company by the number of ordinary
shares in issue during the year.

2011 2010
Income attributable to shareholders
in CZK million 2543 2427
Number of ordinary shares in issue
in thousands 2745 2745
Basic earnings per share in CZK 926 884

23. PROFIT DISTRIBUTION

The dividends approved by the Annual General Meeting in April 2011
and April 2010 were CZK 3 459 million (CZK 1 260 per share) and
CZK 2 141 million (CZK 780 per share), respectively.

Disbursement of dividends from the 2011 results will be decided at the
Annual General Meeting scheduled for April 27, 2012.
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24. POTENCIALNi ZAVAZKY

Spole¢nost neni u¢astna zadnych soudnich, spravnich nebo rozhodc&ich
fizeni, ktera by méla nebo mohla mit vyznamny vliv na finanéni situaci
Spoleénosti.

Finanéni urad proved| danové kontroly vSech zdanovacich obdobi az

do roku 2008 véetné. Finanéni ufady mohou provést darnovou kontrolu

do tfi let od konce prislusného zdarnovaciho obdobi a mohou domérit
danovou povinnost a pfislusné penale. Vedeni Spole¢nosti si neni védomo
zadnych skutec¢nosti, které by v tomto ohledu mohly vést k dodate¢nému
vyznamnému danovému zavazku Spolecnosti.

25. SMLUVNI A JINE BUDOUCI ZAVAZKY

Zavazky z operativniho leasingu

Spole¢nost si na zakladé nezrusitelnych smluv o operativnim leasingu
pronajima kancelare a sklady. Jednotlivé smlouvy maji rizné podminky,
dolozky o navySeni a prava na prodlouzeni smlouvy.

Spolec¢nost si také pronajima sklady na zakladé zrusitelnych smluv

o operativnim leasingu. V pfipadé, Ze chce Spole¢nost smlouvu ukongit,
musi podat tfi az dvanactimésicni vypovéd. Najemné z titulu operativniho
leasingu zauc¢tované do vykazu zisku a ztraty v pribéhu roku je uvedeno
v bodé 4.

Souhrn budoucich minimalnich plateb z titulu nezrusitelnych operativnich
leasingu je nasleduijici:

(v milionech K¢) 31.12. 2011 31.12.2010
Do 1 roku 139 85
1az5let 132 236
Nad 5 let 0 5
Celkem 271 326

26. TRANSAKCE SE SPRIZNENYMI STRANAMI

Spriznénymi stranami se rozumi Matefska spole¢nost, Dcefina spole¢nost
a ostatni spolec¢nosti skupiny PMI (,,Ostatni spfiznéné strany*), ¢lenové
predstavenstva Spolec¢nosti, ¢lenové dozoréi rady Spoleénosti a osoby
blizké témto ¢lendim.

Mezi spriznénymi stranami byly uskute¢nény nasleduijici transakce:

a) Prodej vyrobku, zboZi a sluZzeb spole¢nostem
skupiny PMI
(v milionech K¢) 2011 2010
Prodej vyrobku a zboZi
Dcefina spolec¢nost 1298 1387
Ostatni spfiznéné strany 4 609 3846
Prodej pozemku, budov, zafizeni
a materialu
Ostatni spfiznéné strany 214 69
Prodej sluzeb
Dcefina spole¢nost 31 22
Ostatni spriznéné strany 20 81
Prefakturace
Dcefina spolecnost 2 0
Ostatni spfiznéné strany 71 60
Vynosové uroky
Ostatni spfiznéné strany 19 29
Celkem 6 264 5494

24. 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 of the Company
up to the year 2008. The tax authorities may at any time inspect the books
and records within 3 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.

25. 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 those agreements. Lease expenditures
charged to profit or loss during the year are disclosed in Note 4.

The future aggregate minimum lease payments under non-cancellable
operating leases are as follows:
(in CZK million)

December 31,2011 December 31,2010

No later than 1 year 139 85
Later than 1 year and not later

than 5 years 132 236
Later than 5 years = 5
Total 271 326

26. RELATED PARTY TRANSACTIONS

The Company considers Parent company, Subsidiary and other companies
of the PMI group of companies (“Other related parties”), 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, merchandise and services to
affiliates within the PMI

(in CZK million) 2011 2010
Sales of goods and
merchandise

Subsidiary 1298 1387

Other related parties 4 609 3846
Sales of PP&E and materials

Other related parties 214 69
Sales of services

Subsidiary 31 22

Other related parties 20 81
Recharges

Subsidiary 2 -

Other related parties 71 60
Interest income

Other related parties 19 29
Total 6 264 5494
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V roce 2011 Spolec¢nost pfijala dividendy od Philip Morris Slovakia s.r.o.
ve vy$i 63 miliond K& (2010: 91 miliont K¢&).

b) Nakup zbozi a sluzeb od spole¢nosti skupiny PMI

(v milionech K¢) 2011 2010
Nakup zboZi a materialu

Ostatni spriznéné strany 31255 2542
Néakup pozemku, budov, zafizeni
a nehmotnych aktiv

Ostatni spfiznéné strany 22 440
Nakup sluzeb

Dcefina spolecnost 1 1

Ostatni spfiznéné strany 486 501
Licenéni poplatky placené

Ostatni spfiznéné strany 454 435
Celkem 4218 3919

Dividendy vyplacené spole¢nosti Philip Morris Holland Holdings B.V. v roce
2011 ¢inily 2 684 miliond K¢ (2010: 1 661 miliond K¢).

c) Zistatky se spole¢nostmi skupiny PMI
(v milionech K¢) 31.12. 2011 31.12.2010
Pohledavky za spfiznénymi
stranami
Dcefina spolecnost 40 105
Ostatni spriznéné strany 415 370
Celkem 455 475
Zavazky vuci spiiznénym
stranam
Ostatni spfiznéné strany 398 318
Pujcky poskytnuté
Ostatni spfiznéné strany 5642 6 840

Pljcky spfiznénym stranam zahrnuji ro¢ené kratkodobé pujcky splatné
na pozadani (cash pool) ve vysi 5 642 miliont K& poskytnuté spole¢nosti
Philip Morris Finance S.A. (2010: 6 840 milion(i K&). VSechny pujcky jsou
v samostatném vykazu finan¢ni pozice Spole¢nosti k 31. 12. 2011 a 2010
vykazany jako soucast ,penéznich prostredk( a penéznich ekvivalent”.

Bézna vyse Urokoveé sazby z kratkodobych pujcek splatnych na pozadani
je stanovena jako no¢ni PRIMEAN minus 0,25 %. Skute¢na vyse urokové
sazby zavisi na aktualni situaci na penéznim trhu a druhu pdjcky. Primérna
vySe efektivni urokoveé sazby z kratkodobych pulijcek v roce 2011 &ini
0,326% p.a. (2010: 0,476% p.a.).

d) Odmény kli¢ovych élent vedeni
Odmeény klicovych ¢lenli vedeni zahrnuji odmény ¢lent predstavenstva
za vykon funkce dle smlouvy o vykonu funkce ¢lena predstavenstva.

Odmeény ¢lend vedeni, ktefi jsou zaméstnanci Spole¢nosti nebo spole¢nosti
skupiny PMI, se skladaji z odmény za vykon funkce ¢lena predstavenstva,
ro¢niho platu, bonusu podle individualniho vykonu, uhradami akciemi

a ostatnich nepenézitych pfijm jako jsou pouzivani firemniho automobilu,
prispévky na zavodni stravovani a prispévky na penzijni pfipojisténi, zivotni

a Urazoveé pojisténi a pozitky spojené s ukonéenim pracovniho pomeéru jak je
uvedeno nize. Soucasti nepenéznich prijma ¢lend predstavenstva, ktefi jsou
zameéstnanci spole¢nosti Philip Morris Services S.A. nebo jiné spoleénosti
skupiny PMI, je navic Uhrada najemného a skolného.
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Dividends received from Philip Morris Slovakia s.r.o. in 2011 amounted to
CZK 63 million (2010: CZK 91 million).

b) Purchases of merchandise and services from
affiliates within the PMI

(in CZK million) 2011 2010
Purchases of merchandise and
materials

Other related parties 3255 2542
Purchases of PP&E and
intangible assets

Other related parties 22 440
Purchases of services

Subsidiary 1 1

Other related parties 486 501
Royalties paid

Other related parties 454 435
Total 4218 3919

Dividends paid to Philip Morris Holland Holdings B.V. in 2011 amounted to
CZK 2 684 million (2010: CZK 1 661 million).

c) Balances with affiliates within the PMI
(in CZK million) December 31,2011 December 31,2010
Receivables from related parties
Subsidiary 40 105
Other related parties 415 370
Total 455 475
Payables to related parties
Other related parties 398 318
Deposits

Other related parties 5642 6 840
Loans and deposits with related parties include interest-bearing on-demand
deposits (cash pool) of CZK 5 642 million with Philip Morris Finance S.A.
(2010: CZK 6 840 million). The interest-bearing on-demand deposits

are classified as cash and cash equivalents in the Company’s separate
statement of financial position as at December 31, 2011 and 2010.

The interest rate for on-demand deposits is calculated as overnight
PRIMEAN - 0.25%. The actual interest rates reflect the current money
market and the nature of the loan. The average effective interest rate
of on-demand deposits was 0.326% p.a. (2010: 0.476% p.a.).

d) Key management compensation

Key management compensation includes the remuneration of members
of the Board of Directors for the performance of the office according

to the agreements on performance of the office of a member of the Board
of Directors.

The compensation of the members of the management who are employees
of the Company or an entity within the PMI group comprises the
remuneration for the performance of the office of a member of the Board

of Directors as mentioned above, an annual base salary, bonuses based

on individual performance, share-based payments and other income in-kind
such as cars for use, lunch allowances, pension contributions, life and
accident insurance and termination benefits as described below. In addition
to this, the members of the Board of Directors who are employees

of Philip Morris Services S.A. or other PMI entities also have other income
in-kind such as the payment of rent and school fees.
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Separate Financial Statements

Pozitky spojené s ukonéenim pracovniho poméru zaméstnanc

Spolec¢nosti, kterym byla dana vypovéd' z organizacnich nebo zdravotnich
dlvodu podle § 52 pism. a) az e) Zakoniku prace nebo s kterymi byl
rozvazan pracovni pomér dohodou z tychz diivod(, zahrnuji odstupné dle
Redukéniho programu, jenz je specifikovan v Kolektivni smlouvé. Pozitky
spojené s ukonéenim pracovniho poméru zaméstnancl spolec¢nosti skupiny
PMI jsou vyplaceny v souladu s pracovni smlouvou uzavienou s domovskym

zameéstnavatelem a zavaznymi PMI pravidly a postupy pro mezinarodni

pracovni pobyt.

Termination benefits of employees of the Company, whose employment
agreement was terminated by notice on the basis of the reason pursuant
to §52, letters a) to e) of the Labour Code or by an agreement on the

same grounds, include an increased severance pay in accordance with
the Employment Redundancy Program specified in the Collective Labour
Agreement. Termination benefits of employees of an entity within the

PMI Group are paid according to the employment agreement with their
respective employer and the provisions of the PMI International Assignment
principles and practices.

(v milionech K¢&) 2011 2010 (in CZK million) 2011 2010
Mzdy a ostatni kratkodobé pozitky 48 45 Salaries, other short-term
.. o . employee benefits and board

g:)az(;tcl:\)l/n?ﬁgjsgriZrﬂkoncenlm 0 s membership remuneration 48 45

Uhrady vazané na akcie 6 5 Termination benefits N 8

Nepen&zni pijmy 1 10 Share-based payments 6 5

Celkem 65 68 Income in-kind 1 10

Total 65 68
Funkéni obdobi ¢lentl predstavenstva je jeden rok.
The term of office for Board of Directors members is one year.
e) Informace o poctu akcii vydanych Spole¢nosti i i
&lentim vedeni e) Information on the number of shares issued by the

Clenové predstavenstva nevlastnili v roce 2011 a 2010 zadné akcie.

f) Smluvni a jiné budouci zavazky se spfiznénymi
stranami

Smluvnimi a jinymi budoucimi zavazky vyplyvajicimi z transakci se

spfiznénymi stranami, které nejsou vykazany v samostatnych uc¢etnich

vykazech, se rozumi zavazky k budouci sméné zdrojl dle zavaznych smiuv.

K 31. 12. 2011 Spole¢nost neméla vyznamné smluvni ani jiné
budouci zavazky vyplyvaijici z transakci se spriznénymi stranami,
kromé budoucich zavazka z titulu nakupu sluzeb v souhrnné
odhadované hodnoté 122 miliond K¢ (hodnota budoucich zavazku
k 31. 12. 2010: 134 miliona K¢).

Spolec¢nost v minulosti uzaviela nékolik zavaznych smiluv o nakupu sluzeb,
u kterych jesté nebylo vyporadano povinné plnéni. Tyto smlouvy maji
vétsinou dvou az Sesti mésicni vypovedni Ihitu. Celkova odhadovana
hodnota vyporadani sluzeb dle téchto zavaznych smluv je zvefejnéna vyse.

Dle smluv s vlastniky ochrannych znamek, Philip Morris Global Brands Inc.
a Philip Morris Products S.A., musi Spole¢nost platit licenéni poplatky

za cigarety prodané v Ceské a Slovenskeé republice. V roce 2011 dosahly
naklady za licenéni poplatky vyse 454 miliond K¢ (2010: 435 milion( K¢).
V roce 2012 ocekava vedeni Spolecnosti naklady za licenéni poplatky

v priblizné stejné vysi jako v roce 2011. Tyto smlouvy jsou uzavieny na dobu
neurcitou a mohou byt vypovézeny kteroukoliv ze smluvnich stran.

Company to Executives
Members of the Board of Directors owned no shares in 2011 and 2010.

f) Related party commitments

Commitments in respect of related parties that are not recorded in the
separate financial statements are considered as obligations to exchange
resources in the future under binding agreements.

As at December 31, 2011, the Company had no material commitments

in respect of related parties except for the future obligation to services
purchase in the total estimated value of CZK 122 million (commitment value
as at December 31, 2010: CZK 134 million).

The Company entered in the past into a number of binding service
agreements, under which some performance obligations are yet to be
delivered. Those agreements mostly have two or six month termination
notice. The total estimated value of services to be purchased under these
agreements during their respective termination terms is disclosed above.

According to the agreements with trademark owners, Philip Morris Global
Brands Inc. and Philip Morris Products S.A., the Company has to pay
royalties in respect of cigarettes sold in the Czech and Slovak Republic.
During 2011, the Company incurred under these agreements royalties
expense of CZK 454 million (2010: CZK 435 million). Management
expects the royalty expense in 2012 to be at approximately similar level.
These agreements shall continue indefinitely until terminated by either party.



27. NASLEDNE UDALOSTI

Po rozvahovém dni nedoslo k Zzadnym udalostem, které by meély vyznamny
dopad na samostatnou ucetni zavérku k 31. 12. 2011.

Schvaleni ucetni zavérky
Samostatna ucetni zavérka byla schvalena ke zverejnéni predstavenstvem
a byla z jeho povéreni podepsana. Samostatna ucetni zavérka je

schvalovana akcionari na valné hromadé. Do této doby muize byt
samostatna Ucetni zavérka pozménéna.

V Kutné Hore dne 19. bifezna 2012

<y

Andras Tovisi
prfedseda predstavenstva

Daniel Gordon
¢len predstavenstva

Philip Morris CR a.s.
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27. SUBSEQUENT EVENTS

No subsequent events have occurred after December 31, 2011 that
would have a material impact on these separate financial statements
at December 31, 2011.

Statutory signatures

The separate financial statements were authorised for issue by the Board of
Directors and have been signed below on its behalf. The separate financial
statements are subject to approval by shareholders of the Company at the
General Meeting of shareholders. Until this approval is given, the separate
financial statements could be amended.

In Kutna Hora March 19, 2012

Ty

Andras Tovisi
Chairman
of the Board of Directors

Daniel Gordon
Member
of the Board of Directors
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Zprava nezavislého auditora
akcionarim spolec¢nosti
Philip Morris CR a.s.

ZPRAVA O SAMOSTATNE UCETNIi ZAVERCE

Ovérili jsme pfilozenou individualni u¢etni zavérku spole¢nosti Philip Morris
CR a.s., identifika¢ni gislo 14803534, se sidlem Vitézna 1, Kutna Hora
(dale ,,Spole¢nost®), tj. vykaz financ¢ni pozice k 31. prosinci 2011, vykazy
uplného vysledku, zmén vlastniho kapitalu a penéznich tokd za rok 2011

a prilohu, véetné popisu podstatnych uc¢etnich pravidel (dale ,individualni
ucetni zavérka®).

Odpovédnost predstavenstva Spole¢nosti za individualni
ucetni zavérku

Predstavenstvo Spolecnosti odpovida za sestaveni individualni aéetni
zavérky podavaijici vérny a poctivy obraz v souladu s Mezinarodnimi
standardy ucetniho vykaznictvi ve znéni pfijatém Evropskou unii a za takové
vnitini kontroly, které povaZuje za nezbytné pro sestaveni ucetni zavérky
tak, aby neobsahovala vyznamné nespravnosti zplsobené podvodem nebo
chybou.

Uloha auditora

Nasi tlohou je vydat na zakladé provedeného auditu vyrok k této individualni
ucetni zavérce. Audit jsme provedli v souladu se zakonem o auditorech
platnym v Ceské republice, Mezinarodnimi standardy auditu a souvisejicimi
aplikaénimi 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 ucetni zavérka neobsahuje
vyznamné nespravnosti.

Audit zahrnuje provedeni auditorskych postupl, jejichz cilem je ziskat
dlikazni informace o ¢astkach a informacich uvedenych v ucetni zavérce.
Vybér auditorskych postupu zavisi na usudku auditora, véetné posouzeni
rizika vyznamné nespravnosti udaju uvedenych v Gcetni zavérce zplisobené
podvodem nebo chybou. Pfi posuzovani téchto rizik auditor zohlednuje
vnitini kontroly relevantni pro sestaveni ucetni zavérky podavajici vérny

a poctivy obraz. Cilem tohoto posouzeni je navrhnout vhodné auditorské
postupy, nikoli vyjadrit se k ucinnosti vnitinich kontrol. Audit téz zahrnuje
posouzeni vhodnosti pouzitych Géetnich pravidel, pfiméfenosti uc¢etnich
odhadu provedenych vedenim i posouzeni celkové prezentace Ucetni
zavérky.

Jsme presvédceni, Ze ziskané dikazni informace poskytuji dostatecny
a vhodny zaklad pro vyjadreni naseho vyroku.

PricewaterhouseCoopers Audit, s.r.o.,
Katefinska 40/466 Praha 2, Ceska republika

T: +420 251 151 111, F: +420 251 156 111, www.pwc.com/cz

REPORT ON THE SEPARATE FINANCIAL STATEMENTS

We have audited the accompanying separate financial statements of

Philip Morris CR a.s., identification number 14803534, with registered
office at Vitézna 1, Kutna Hora (“the Company”), which comprise the
statement of financial position as at 31 December 2011, the statements of
comprehensive income, changes in equity and cash flows for the year then
ended and notes, including a summary of significant accounting policies
(“the separate financial statements”).

Board of Directors‘ Responsibility for the Separate Financial
Statements

The Board of Directors is responsible for the preparation of the separate
financial statements that give a true and fair view in accordance with
International Financial Reporting Standards as adopted by the European
Union, and for such internal controls as the Board of Directors determines
is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these separate 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 preparation of the financial statements

that give a true and fair view 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 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.

PricewaterhouseCoopers Audit, s.r.0., se sidlem Katefinska 40/466, 120 00 Praha 2, IC: 40765521, zapsana v obchodnim rejstiiku vedeném Méstskym soudem v Praze,
oddil C, viozka 3637 a v seznamu auditorskych spole¢nosti u Komory auditorti Ceské republiky pod opravnénim éislo 021.



Vyrok

Podle naseho nazoru individualni ucetni zavérka podava vérny a poctivy
obraz finanéni pozice Spole¢nosti k 31. prosinci 2011, jejiho hospodareni
a penéznich tokd za rok 2011 v souladu s Mezinarodnimi standardy
ucetniho vykaznictvi ve znéni prijatém Evropskou unii.

ZPRAVA O JINYCH POZADAVCICH STANOVENYCH
ZAKONY NEBO PREDPISY

Zprava o ovéfeni zpravy o vztazich

Dale jsme provedli provérku pfilozené zpravy o vztazich mezi Spole¢nosti
a jeji ovladajici osobou a mezi Spolec¢nosti a ostatnimi osobami oviadanymi
stejnou ovladajici osobou za rok kongici 31. prosince 2011 (dale ,Zprava”).
Za uplnost a spravnost Zpravy odpovida statutarni organ Spolecnosti. Nasi
ulohou je vydat na zakladé provedené provérky stanovisko k této Zpravé.

Rozsah ovéreni

Ovéreni jsme provedli v souladu s Auditorskym standardem ¢. 56

Komory auditori Ceské republiky. V souladu s timto standardem jsme
povinni naplanovat a provést provérku s cilem ziskat omezenou jistotu, ze
Zprava neobsahuje vyznamné vécné nespravnosti. Provérka je omezena
predevsim na dotazovani zaméstnanct Spolec¢nosti, na analytické postupy
a vybérovym zplisobem provedené provéreni vécné spravnosti dajd. Proto
provérka poskytuje nizsi stupen jistoty nez audit. Audit jsme neprovadéli,

a proto nevyjadrujeme vyrok auditora.

Zaveér

Na zakladé nasi provérky jsme nezjistili zadné vyznamné vécné nespravnosti
v Udajich uvedenych ve Zpravé sestavené v souladu s pozadavky §66a
obchodniho zakoniku.

Ostatni informace
Zpravu je treba Cist ve spojeni s vySe uvedenymi ucetnimi zavérkami.

23. brezna 2012
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PricewaterhouseCoopers Audit, s.r.o.
zastoupena

Q‘\ru /@4

Ing. Jifi Koval
statutarni auditor, opravnéni ¢. 1491

Opinion

In our opinion, the separate financial statements give a true and fair view of
the financial position of the Company as at 31 December 2011, its financial
performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted by the European
Union.

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS

Report on review of the Report on Relations

We have 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 2011 (the “Report”). The completeness and accuracy of the
Report is the responsibility of the Board of Directors of the Company. Our
responsibility is to express our opinion on the Report based on performed
review.

Scope of Review

We conducted our review in accordance with Audit standard 56 of the
Chamber of Auditors of the Czech Republic. This standard requires that we
plan and perform the review to obtain limited assurance as to whether the
Report is free of material factual 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.

Conclusion

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.

Other Information
The Report is necessary to read in the context with the financial statements.

23 March 2012
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PricewaterhouseCoopers Audit, s.r.o.
represented by

Reinhard Langenhdvel
Partner

Jifi Koval
Statutory Auditor, Licence No. 1491

Note:

Our report has been prepared in the Czech language and in English.

In all matters of interpretation of information, views or opinions, the Czech
version of our report takes precedence over the English version.
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Zprava o vztazich mezi propojenymi osobami za ucetni obdobi

kalendarniho roku 2011

Nasledujici dopliujici informace vztahujici se k Uéetnimu obdobi roku 2011
jsou poskytovany dle § 66a odst. 9 zakona ¢. 513/1991 Sb., obchodniho
zakoniku, ve znéni pozdéjsich predpisl.

Definice

Philip Morris CR a.s.

Philip Morris Holland Holdings B.V.

spolec¢nosti pfimo ¢i nepfimo ovladané

Philip Morris Holland Holdings B.V. jakoz

i Philip Morris International, Inc., ktera je ovladajici
osobou koncernu na nejvy$si Urovni.

Ovladana osoba:
Ovladajici osoba:
Propojené osoby:

Smilouvy a dodatky k existujicim smlouvam uzaviené s ovladajici
osobou a propojenymi osobami v pribéhu roku 2011:

Spoleé¢nost Smlouva Datum
Prodej materialu, zbozi
a sluzeb
Dodatek ¢. 2 ke smlouve
0 nakupu-prodeji zbozi
ZAO Philip Morris Izhora ¢. 10369-I 28.2.20M1
CJSC Philip Morris Dodatek ¢. 1 ke smlouvé
Ukraine o dodavkach ¢. 32296 15. 3. 2011
Abal Hermanos S.A. Smlouva o vyrobé 1.9. 2011
Smlouva o nakupu-prodeji
OAO Philip Morris Kuban  zbozi ¢. 38729 1.12. 2011
Philip Morris Brasil Smlouva o pronajmu
Industria e Comércio Ltda  zafizeni 14.12. 2011
Nakup materialu, zbozi
a sluzeb
Philip Morris Global
Brands Inc. Licencni smlouva 1.1. 2011
Dodatek ¢. 5 k licen¢ni
Philip Morris Products S.A.  smlouvé 1.1. 2011
Philip Morris International ~ Dodatek ¢. 1 ke smlouvé
Management S.A. o poskytovani sluzeb 24.11. 2011

Ostatni pInéni a protiplnéni uvedena v priloze k samostatné ucetni zavérce
v bodé 26, byla realizovana na zakladé vzajemnych dohod a objednavek,
bez uzavreni pisemnych smiuv.

Ovladana osoba méla v roce 2011 transakce s témito propojenymi
osobami

Philip Morris Products S.A.

Intertaba S.p.A

Philip Morris France S.A.S.

Philip Morris Holland B.V.

Philip Morris AB

Philip Morris Services S.A.

Philip Morris Polska S.A.

Philip Morris Operations a.d. Ni§

Papastratos Cigarette Manufacturing Company S.A.

Philsa Philip Morris Sabanci Sigarave Tutunculuk Sanayi ve Ticaret A.S

The following additional disclosures are provided for the accounting
period 2011 in accordance with the provision of Article 66a (9)
of the Act no. 513/1991 Coll., Czech Commercial Code, as amended.

Definitions

Controlled Entity:
Controlling Entity:
Related Parties:

Philip Morris CR a.s.
Philip Morris Holland Holdings B.V.
Companies controlled directly or indirectly by

Philip Morris Holland Holdings B.V. as well as
by Philip Morris International, Inc. which is the
ultimate holding company of Philip Morris Holland
Holdings B.V.

Contracts and amendments to the existing contracts concluded with
the Controlling Entity and Related Parties during 2011:

Company

Contract

Date

Sales of goods and
services

ZAO Philip Morris Izhora

CJSC Philip Morris
Ukraine

Abal Hermanos S.A.
OAO Philip Morris Kuban

Philip Morris Brasil
Industria e Comércio Ltda

Purchase of goods and
services

Amendment No. 2 to
Purchase Sale Contract
No. 10369

Amendment No. 1
to Delivery Contract
No. 32296

Contract Manufacturing
Agreement

Purchase-Sale Agreement
No. 38729

Equipment Lease
Agreement

February 28, 2011

March 15, 2011

September 1, 2011

December 1, 2011

December 14, 2011

Philip Morris Global
Brands Inc.

Philip Morris Products S.A.

Philip Morris International
Management S.A.

Licence Agreeement

Amendment No. 5 to
Licence Agreement

Amendment No. 1 to
Service Agreement

January 1, 2011

January 1, 2011

November 24, 2011

Other performances and counter-performances as specified in Notes to
Separate Financial Statements, Note 26, were fulfilled based on negotiated
offers and purchase orders without concluding written contracts.

Controlled entity carried out transactions with the following related

parties in 2011

Philip Morris Products S.A.

Intertaba S.p.A

Philip Morris France S.A.S.

Philip Morris Holland B.V.

Philip Morris AB

Philip Morris Services S.A.

Philip Morris Polska S.A.

Philip Morris Operations a.d. Ni$



Philip Morris CR a.s.

Philip Morris Hungary Ltd.

Philip Morris International Management S.A.
Philip Morris Management Services B.V.

CJSC Philip Morris Ukraine

Philip Morris International Service Center, S.L.
Philip Morris Slovakia s.r.o.

Tabaqueira - Empresa Industrial de Tabacos S.A.
Philip Morris Manufacturing GmbH

Tabaqueira ll, S.A.

Philip Morris Manufacturing Senegal S.A.R.L.
OAO Philip Morris Kuban

UAB Philip Morris Lietuva

ZAO Philip Morris Izhora

f6 Cigarettenfabrik GmbH & Co. KG

PM Tobakk Norge AS

Philip Morris International, Inc.

Philip Morris Global Brands Inc.

CTPM International S.A.

PMI Service Center Europe Sp. z o.0.

Abal Hermanos S.A.

Philip Morris Colombia S.A.

Compania Colombiana de Tabaco S.A.

Philip Morris International IT Service Center Sarl
Philip Morris International Insurance (Ireland) Limited

Jiné pravni ukony uskuteénéné v zajmu propojenych osob

V pribéhu Gc¢etniho obdobi nebyly v zajmu ovladajici osoby nebo ovladané
osoby nebo jinych osob ovladanych stejnou ovliadajici osobou ucinény
zadné jiné pravni tkony, nebo pokud doslo k pravnim ukondm ve vztahu

k vy$e uvedenym osobam, jednalo se o obecné pravni postupy uc¢inéné
na zékladé podminek pro uskute¢néni pravnich ukonu ze strany ovladané
osoby ve vztahu k ovladajici osobé z titulu jejiho postaveni akcionare
ovladané osoby.

Ostatni opatieni v zajmu nebo na popud propojenych osob

V priibéhu ucetniho obdobi nebyla v zajmu nebo na popud ovladajici osoby
nebo osob ovladanych stejnou ovladajici osobou prijata zadna opatreni,

s vyjimkou obecnych opatreni pfijatych ovladanou osobou ve vztahu

k ovladajici osobé z titulu jejiho postaveni akcionare ovladané osoby.

Neexistence ajmy

Ovladané osobé nevznikla z vy$e uvedenych poskytnutych plnéni, smiuv,
ostatnich pravnich Ukond, jinych opatfeni nebo z jinych pfijatych nebo
poskytnutych plnéni zadna Ujma. Transakce uskuteénéné mezi propojenymi
osobami jsou podrobné uvedeny v priloze k samostatné ucetni zavérce,

v bodé 26.

V Kutné Hore dne 19. bfezna 2012

<Ay

Andras Tovisi
predseda predstavenstva

Daniel Gordon
¢len predstavenstva
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Papastratos Cigarette Manufacturing Company S.A.
Philsa Philip Morris Sabanci Sigarave Tutunculuk Sanayi ve Ticaret A.S
Philip Morris Hungary Ltd.

Philip Morris International Management S.A.

Philip Morris Management Services B.V.

CJSC Philip Morris Ukraine

Philip Morris International Service Center, S.L.
Philip Morris Slovakia s.r.o.

Tabaqueira - Empresa Industrial de Tabacos S.A.
Philip Morris Manufacturing GmbH

Tabaqueira ll, S.A.

Philip Morris Manufacturing Senegal S.A.R.L.

OAO Philip Morris Kuban

UAB Philip Morris Lietuva

ZAO Philip Morris Izhora

f6 Cigarettenfabrik GmbH & Co. KG

PM Tobakk Norge AS

Philip Morris International, Inc.

Philip Morris Global Brands Inc.

CTPM International S.A.

PMI Service Center Europe Sp. z 0.0.

Abal Hermanos S.A.

Philip Morris Colombia S.A.

Compania Colombiana de Tabaco S.A.

Philip Morris International IT Service Center Sarl
Philip Morris International Insurance (Ireland) Limited

Other legal transactions undertaken in the interest of the related
entities

No legal acts in the interest of the controlling entity or of the controlled
entity or other entities controlled by the same controlling entity were made
during the accounting period, or if there were any legal acts relating to
the above mentioned entities, those were general legal procedures made
under the terms of legal acts by the controlled entity in relationship to the
controlling entity in its capacity as shareholder of the controlled entity.

Other measures in the interest of or at the instigation of the related
entities

No measures in the interest, or at the instigation, of the controlling entity

or entities controlled by the same controlling entity were taken within the
accounting period, except for general measures taken by the controlled
entity in relationship to the controlling entity in its capacity as shareholder of
the controlled entity.

No detriment

There is no loss arising in the controlled entity from the above-mentioned
performance provided, contracts, other legal actions, other measures or
from other fulfillment received or provided. Related party transactions are
detailed in the Notes to Separate Financial Statements, Note 26.

In Kutna Hora on March 19, 2012

<Ay

Andras Tovisi
Chairman
of the Board of Directors

Daniel Gordon
Member
of the Board of Directors
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Ostatni informace pro akcionare za ucetni obdobi

kalendarniho roku 2011

1. Informace o pfijmech, které byly za ucetni
obdobi kalendarniho roku 2011 prijaty
vedoucimi osobami a éleny dozor¢i rady

Zakon ¢. 256/2004 Sb., o podnikani na kapitalovém trhu, § 118,

stanovi povinnost uvadét informace o véech penézitych a nepenézitych
prijmech, které prijaly za ucetni obdobi osoby s fidici pravomoci

od Philip Morris CR a.s. (,Spoleénost“) a od osob ovladanych Spoleénosti.
Do skupiny osob s fidici pravomoci patfi clenove predstavenstva
Spolec¢nosti, kteri jsou sou¢asné vedoucimi osobami, a dale ¢lenové
dozor¢i rady Spole¢nosti.

Odména ¢lenl vedeni Spole¢nosti a dozoréi rady, ktefi jsou zaméstnanci
Spolecénosti, zahrnuje zakladni roc¢ni plat, rocni bonus, Uhrady akciemi
spolec¢nosti Philip Morris International Inc. (,PMI*) a ostatni nepenézni
zaméstnanecké vyhody jako napf. podnikova auta, prispévek na stravovani,
penzijni pojisténi a Zivotni a Urazové pojisténi a pozitky spojené s ukoncenim
pracovniho poméru.

Bonus (Incentive Compensation), ktery je vyplacen zaméstnanciim
Spolec¢nosti, je jednorazova roc¢ni vykonnostni finanéni odména. Tento
bonus je vyjadren jako procento roéni zakladni mzdy, které zavisi

na hodnoceni vykonu ¢lena vedeni, jakozZ i na celkovych vysledcich
skupiny PMI. Koncem roku 2011 Komise pro odmeénovani PMI sledovala
a hodnotila vykon skupiny PMI za rok 2011 oproti planovanym cilcim.
Nékteré ze zakladnich kritérii hodnoceni stanovenych cilli maji kvantitativni
charakter, jako je plnéni provozniho zisku, penéznich tok(, objem prodejt
a podil na trhu, a také kvalitativni charakter, jako naptiklad fizeni portfolia,
inovativni pfistup, dodrzovani internich pravidel a postupt, diverzita a rozvoj
ridicich schopnosti. Generalni reditel navrhuje vysi bonusu jednotlivym
¢lentim vedeni Spolecnosti a prezident regionu EU navrhuje vysi bonusu
generalnimu rediteli Spolecnosti. Tyto navrhy jsou potvrzeny a schvaleny
dvéma urovnémi vyssiho vedeni PMI tak, aby byl zajistén konzistentni
pfistup v ramci PMI.

Clenové vedeni, ktefi nejsou zaméstnanci Spoleénosti, jsou zaméstnanci
Philip Morris Services S.A. nebo jinych spole¢nosti ve skupiné PMI a jsou
témito spole¢nostmi také odmeénovani. Od Spoleénosti dostavaji pouze
podnikova auta a prispévek na stravovani. Odména ¢lenli dozor¢i rady, ktefi
nejsou zameéstnanci Spoleé¢nosti nebo jinych spole¢nosti ve skupiné PMI,
predstavuje jednorazovou ro¢ni odmeénu.

Prijmy ¢lent vedeni Spoleénosti a dozorci rady, ktefi jsou zaméstnanci
Spolec¢nosti nebo jiné spolecnosti ve skupiné PMI, zahrnuji také odmény
za vykon funkce dle smlouvy o vykonu funkce ¢lena predstavenstva nebo
dozor¢i rady.

V roce 2011 nebyly u Zadného ¢lena predstavenstva ani u Zzadného ¢lena
dozoréi rady zjistény jakékoliv skutec¢nosti, které by vedly ke stietu zajm.

Informace o penézitych a naturalnich pfijmech, které prijali za ucetni
obdobi ¢lenoveé vedeni a ¢lenoveé dozoréi rady od Spole¢nosti a spole¢nosti
ovladanych Spole¢nosti.

1. Information on remuneration received by
Executives and Supervisory Board members
during the 2011 calendar year accounting period

The Act on business activities on the capital market, no. 256/2004

Coll., section 118 assesses the obligation to publish information on

all monetary income and income in kind received by the persons with
controlling authority for the accounting period from Philip Morris CR a.s.
(the “Company*) and from the entities controlled by the Company. The
group of the persons with controlling authority is formed by the members
of the Board of Directors, who are at the same time Executives, and by the
members of the Supervisory Board of the Company.

Remuneration of Executives and members of the Supervisory Board who
are employees of the Company comprises annual base salary, annual
bonus, share-based payments from Philip Morris International Inc. (“PMI”)
and other remuneration in kind such as cars for use, lunch allowances,
pension contribution, life and accident insurance and termination benefits.

The annual bonus (Incentive Compensation - “IC”) is a one-off payment,
made in addition to the Annual Base Salary. This bonus is expressed

as a percentage of the annual base salary and is based on assessments
of both PMI business performance as well as individual performance.

PMI annual business performance was reviewed and evaluated for 2011
by the PMI Compensation Committee towards the end of the year 2011
versus objectives. Some of the key components used to assess those
objectives are based on quantitative data such as operating profit, cash
flow, sales volume and market share as well as qualitative data such

as portfolio management, innovation, compliance with internal principles
and practices, diversity and development of management capabilities.
The Managing Director of the Company proposes the IC bonus for the
individual Executives and the President EU Region proposes the IC bonus
for the Managing Director of the Company. These proposals are validated
at Senior Management level to ensure consistency of treatment across PMI.

Non-employee Executives are employees of Philip Morris Services S.A. or
other entities within the PMI group of 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 non-
employees of the Company or entities within the PMI group comprises an
annual fee.

Remuneration of Executives and members of the Supervisory Board who
are employees of the Company or other entities within the PMI group of
companies also includes the fee for the performance of the office according
to the agreements on performance of the office of a member of the Board
of Directors or Supervisory Board.

In 2011 no matters which could lead to a conflict of interest were
discovered either with the 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 entities controlled by the Company during the current accounting year.
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Remuneration of Executives and Supervisory Board members

(v milionech K¢) 2011 2010 (in CZK million) 2011 2010
Penézity Naturalni Penézity Naturalni Monetary Income Monetary Income
prijem prijem pfijem prijem Income in Kind Income in Kind
Predstavenstvo 2 0 1 0 Board of Directors 2 - 1 -
Dozor¢i rada 3 0 2 0 Supervisory Board 3 - 2 -
Celkem pfijmy 5 [0} 13 [0} Total
Remuneration 5 - 13 -
2. Odmény auditorim . . .
2. Fees for audit and audit-related services

Celkova odména za auditorské a souvisejici sluzby za rok 2011 ¢inila

6 milion K& (2010: 6 miliont K¢&). Odména za darnové a ostatni poradenstvi
poskytované Spolec¢nosti byla v roce 2011 nevyznamna. V roce 2010
nebyly Zadné odmény za danoveé nebo ostatni poradenské sluzby.

Celkova odména za auditorské a souvisejici sluzby poskytnuté v ramci
Skupiny za rok 2011 ¢inila 7 milion( K& (2010: 7 miliont K&). Odména
za danoveé a ostatni poradenstvi poskytované Skupiné byla v roce 2011
nevyznamna. V roce 2010 nebyly Zzadné odmeény za danové nebo ostatni
poradenské sluzby.

3. Investice

V roce 2011 Spole¢nost investovala zejména do vyrobniho zafizeni

za Ucelem rozsifeni vyrobniho portfolia a zvySeni efektivity vyrobniho
procesu, a do strojl na zpracovani tabaku. Spolecnost také investovala
do vymény vozového parku.

Investice (v pofizovaci hodnoté)

(v milionech K¢) 2011 2010
Investice do procesu zpracovani tabaku 42 44
Investice do rozsireni portfolia vyroby 287 528
Investice do vozového parku 24 30
Ostatni projekty 57 63
Investice do softwaru 7 17
Celkem investice 417 682

Veskery dlouhodoby nehmotny a hmotny majetek byl financovan z vlastnich
zdrojli Spolec¢nosti.

V roce 2012 Spolecnost planuje celkovou hodnotu investice ve vysi

467 milion K&, z ¢ehoz k nakupu v hodnoté 225 milionu K¢ se jiz
Spoleénost k 31. 12. 2011 zavazala. Plan investic spole¢nost pravidelné
kontroluje, skute¢né naklady se véak mohou od vyse planovanych udaju
lisit.

The total fees paid and payable for audit and audit-related services
rendered within the Company for 2011 amounted to CZK 6 million

(2010: CZK 6 million). In 2011, the fees for tax and other consultancy
services rendered to the Company were immaterial. In 2010, there were no
fees for tax and other consultancy services.

The total fees paid and payable for audit and audit-related services
rendered within the Group for 2011 amounted to CZK 7 million

(2010: CZK 7 million). In 2011, the fees for tax and other consultancy
services rendered to the Group were immaterial. In 2010, there were no
fees for tax and other consultancy services.

3. Investments
In 2011, the main investments were equipment to increase capacity and

improve manufacturing efficiency and leaf processing equipment. The
Company also invested in the replacement of its car fleet.

Investments (in acquisition value)

(in CZK million) 2011 2010
Investments in equipment for leaf

processing 42 44
Investments in equipment to increase

capacity 287 528
Investments in car fleet 24 30
Other projects 57 63
Investments in software 7 17
Total investments 417 682

All investments in non-current assets were financed by the Company’s own
resources.

In 2012, the Company expects to incur capital expenditures of

CZK 467 million, out of which the purchase of manufacturing equipment
amounting to CZK 225 million was committed by December 31, 2011.
Investment programs are subject to periodic reviews and actual
construction in progress may vary from the mentioned estimates.
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4. Pozemky, budovy a zafizeni - dodate¢né

informace

Spolec¢nost vlastnila k 31. 12. 2011 pozemky, budovy a stavby v zlstatkove
hodnoté 666 miliond K& (2010: 706 milion(i K¢), z ¢ehoz budovy
a pozemky tvofily 487 milion K¢ (2010: 525 milion( K&).

Budovy a pozemky

(v milionech K¢) Umisténi Vyuziti 2011 2010
Kutna Hora Vyrobni hala 339 353
Budovy Skladové
(ztistatkova hodnota) Kutna Hora prostory 66 64
Kutna Hora,  Ostatni
Straznice prostory 68 94
Celkem budovy 473 511
Vyrobni hala
a skladové
Pozvt_amky ) Kutna Hora prostory 11 1
(porizovaci hodnota) .
Ostatni
Straznice prostory S 3
Celkem pozemky 14 14
Celkem budovy
a pozemky 487 525

Spoleénost méla k 31. 12. 2011 v drzeni dopravni prostredky, stroje

a zafizeni v z(statkové hodnoté 1 721 miliont K& (2010: 1 735 milion( K&),
z ¢ehoz stroje ke zpracovani tabaku tvorily 206 miliont K&

(2010: 218 milionl K¢) a stroje k vyrobé tvorily 1 034 milion K¢

(2010: 1 131 miliond Kg¢).

Predpokladana doba uzivani u strojniho zarizeni ke zpracovani tabaku
a k vyrobé a baleni cigaret je:

Strojni zafizeni

Doba uzivani
(v milionech K¢) (roky) 2011 2010
5 1 1

Strojni zafizeni ke zpracovani tabaku
(zUstatkova hodnota) 8 52 37

15 173 180
Celkem strojni zafizeni
ke zpracovani tabaku 206 218
Strojni zarizeni k vyrobé a baleni 557 569
cigaret (zUstatkova hodnota) 15 477 562
Celkem strojni zafizeni k vyrobé
a baleni cigaret 1034 1131

Spole¢nost méla k 31. 12. 2011 v drzeni ostatni zafizeni v zUstatkové
hodnoté 381 milion K¢ (2010: 286 miliond K¢), dopravni prostredky

v zUstatkové hodnoté 71 milion K¢ (2010: 72 miliond K¢&) a zarizeni pro
zpracovani dat v zlstatkové hodnoté 29 milion K& (2010: 28 milion K¢&).

5. Organizacni slozka podniku v zahranici

Spole¢nost nema zadnou organizacni slozku podniku v zahranici.

Other Information for Shareholders

4. Property, plant and equipment - additional
information

As at December 31, 2011 the Company had property, buildings

and constructions in the net carrying amount of CZK 666 million
(2010: CZK 706 million), out of which buildings and land represented
CZK 487 million (2010: CZK 525 million).

Buildings and land

(in CZK million) Location Utilization 2011 2010

Kutna Hora Factory 339 353
Buildings Kutna Hora Warehousing 66 64
(net carrying amounts) Kutna Hora

Straznice Other 68 94
Total buildings 473 511

Factory and

Land - Kutna Hora warehousing 11 1"
(acquisition value) S

Straznice Other 3 3
Total land 14 14
Total buildings and
land 487 525

At December 31, 2011 the Company had vehicles and machinery
equipment in the amount of CZK 1 721 million (2010: CZK 1 735 million),
out of which leaf processing equipment amounted to CZK 206 million
(2010: CZK 218 million) and equipment for production of cigarettes
amounted to CZK 1 034 million (2010: CZK 1 131 million).

The useful lives of leaf processing and cigarette production equipment are
as follows:

Machinery equipment

Useful lives

(in CZK million) in years 2011 2010

5 1 1

Leaf processing equipment 8 30 37
(net carrying amounts)

15 173 180

Total leaf processing equipment 206 218

Production of cigarettes 8 254 569

(net carrying amounts) 15 477 562

Total production of cigarettes 1034 1131

Other machinery equipment represented CZK 381 million
(2010: CZK 286 million), vehicles CZK 71 million (2010: CZK 72 million)
and equipment for data processing CZK 29 million (2010: CZK 28 million).

5. Organizational branch abroad

The Company has no organizational branch abroad.
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6. Ostatni

V Gcéetnim obdobi 2011 Spole¢nost neprerusila své podnikatelské aktivity,
které by mély nebo mohly mit vyznamny vliv na financni situaci Spolecnosti.

Ochrana Zzivotniho prostiedi je zajistovana v souladu s ¢eskou legislativou
v oblasti ochrany zivotniho prostredi.

Spolec¢nost neni uc¢astnikem zadnych soudnich, spravnich nebo rozhodcich
fizeni, které by mély nebo mohly mit vyznamny vliv na finanéni situaci
Spolecnosti.

7. Clenové predstavenstva

Na majetek Zzadného ¢lena predstavenstva nebyl prohlasen konkurs, v ramci
insolvencniho fizeni nebyl Zadny ¢len predstavenstva omezen predbéznym
opatrenim v nakladani se svym majetkem, ani proti zadnému ¢lenovi nebyl
podan insolvencni navrh, ktery by byl nasledné zamitnut z divodu, Ze jeho
majetek nepostacuje k thradé nakladd insolvenéniho fizeni.

Vsichni ¢lenové predstavenstva jsou bezihonni ve smyslu zakona

¢. 455/1991 Sb., o Zivnostenském podnikani, ve znéni pozdéjsich
predpisd, tj. nebyli pravomocné odsouzeni za trestny ¢in spachany
umysIné, samostatné nebo v soubéhu s jinymi trestnymi &iny,

k nepodminénému trestu v trvani nejméné jednoho roku, ani za jiny trestny
¢in spachany umysiné, jehoz skutkova podstata souvisi s podnikanim.

V Kutné Hore dne 19. bfezna 2012

Ty

Andras Tovisi
predseda predstavenstva

Daniel Gordon
¢len predstavenstva
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6. Other

In 2011, 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.

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.

7. Members of the Board of Directors

No bankruptcy has been declared in respect of assets of any member of
the Board of Directors. No member of the Board of Directors has been
restricted from disposing of his assets by a preliminary injunction issued in
the course of insolvency proceedings, nor has an insolvency petition been
filed against him and rejected on the grounds that his assets are insufficient
to cover the costs of the insolvency proceedings.

All the members of the Board of Directors are blameless within the meaning
of Act no. 455/1991 Coll., the Trade Licensing Act, as amended, i.e. they
have not been finally and unappealably sentenced for a criminal offence
committed wilfully, whether separately or together with other criminal
offences, to unconditional imprisonment of one year or more, or for any
other wilfully committed criminal offence related to business activity.

In Kutna Hora on March 19, 2012

Ay

Andras Tovisi
Chairman
of the Board of Directors

Daniel Gordon
Member
of the Board of Directors
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A) Souhrnna vysvétlujici zprava predstavenstva spole¢nosti

Philip Morris CR a.s.

Za Ucetni obdobi kalendarniho roku 2011 dle § 118 odst. 8 zakona ¢. 256/2004 Sb., o podnikani na kapitalovém trhu ve znéni pozdéjsich
predpisu (dale jen ,ZPKT"), tykajici se zalezitosti podle § 118 odst. 5 pism. a) az k) ZPKT

(i) Informace o strukture vlastniho kapitalu emitenta, véetné cennych
papirt nepfijatych k obchodovani na evropském regulovaném trhu

a pfipadného uréeni riznych druht akcii nebo obdobnych cennych
papirl pfedstavujicich podil na emitentovi a podilu na zakladnim
kapitalu kaZzdého druhu akcii nebo obdobnych cennych papirt
predstavujicich podil na emitentovi:

Vlastni kapital spole¢nosti Philip Morris CR a.s. (dale jen ,Spoleénost®)
tvori ¢tyfi zakladni polozky: zakladni kapital, emisni azio a ostatni prispévky
akcionard, kumulované nerozdélené zisky a ostatni kapitalové fondy.

(i) Information about the structure of the issuer’s equity, including
securities which have not been admitted for trading on an European
regulated market and, if applicable, specification of the various classes
of shares or similar securities representing participation in the issuer
and specification of the share in the registered capital of each class of
shares or similar securities representing participation in the issuer:

The equity of Philip Morris CR a.s. (the “Company”’) consists of four basic
components: the registered capital, share premium and other shareholders
contributions, retained earnings and other capital funds.

(v milionech K¢) 2011 2010 (in CZK million) 2011 2010
Zakladni kapital 2 745 2745 Registered capital 2745 2745
Emisni &Zio a ostatni prispévky Share premium and other

akcionard 2372 2 364 shareholders’ contributions 2372 2 364
Fondy 549 549 Reserves 549 549
Kumulované zisky 2585 3499 Retained earnings 2585 3499
Vlastni kapital celkem 8 251 9157 Total Equity 8 251 9157

Zakladni kapital Spole¢nosti predstavuje 2 745 386 kusl kmenovych
akcii na jméno ve jmenovité hodnoté 1 000 K¢ kazda. 1 913 698 kusl
zaknihovanych kmenovych akcii na jméno bylo pfijato k obchodovani

na hlavnim trhu Burzy cennych papirl Praha, a.s. Zbyvajicich 831 688
listinnych kmenovych akcii na jméno nebylo pfijato k obchodovani

na zadném evropském regulovaném trhu. Zakladni kapital Spole¢nosti je
pIné splacen.

(ii) Informace o omezeni prevoditelnosti cennych papirt:

K prevodu akcii Spole¢nosti je nutno splnit jen pozadavky stanovené
pravnimi predpisy. Stanovy Spolecnosti nijak neomezuji prevod akcii
Spolec¢nosti a neni zde zadné jiné omezeni prevoditelnosti akcii
Spolec¢nosti, které by spocivalo na strané Spole¢nosti.

(i) Informace o vyznamnych pfimych a nepfimych podilech

na hlasovacich pravech emitenta:

Informace o vyznamnych pfimych podilech na hlasovacich pravech emitenta
k 31. 12. 2011 jsou uvedeny v priloze k Ucetni zavérce, v bodé 1.1.

Popis Spolec¢nosti jako i ve Zpravé o vztazich mezi propojenymi osobami,

a to véetné informace o odpovidajici vysi podilu na zakladnim kapitalu
Spolecénosti.

Struktura vyznamného nepfimého podilu na hlasovacich pravech
Spolec¢nosti je k 31. 12. 2011 Spole¢nosti znama pouze u ovladajici osoby,
kterou je Philip Morris Holland Holdings B.V.

Akcionafi Spole¢nosti, jejichZ podil na zakladnim kapitalu Spolec¢nosti,
a tim i na hlasovacich pravech Spolec¢nosti, dosahuje v souladu

s § 181 odst. 1 obchodniho zakoniku 3%, jsou fondy spravované
spole¢nosti Chase Nominees Limited.

The Company’s registered capital comprises 2 745 386 registered ordinary
shares with a nominal value of CZK 1 000 each. 1 913 698 book-entry
registered ordinary shares have been admitted for trading on the main
market of the Prague Stock Exchange (Burza cennych papir( Praha,

a.s.). The remaining 831 688 certificated registered ordinary shares have
not been admitted for trading on any European regulated market. The
Company’s registered capital is fully paid.

(ii) Information about limitations on the transferability of securities:
For the transfer of the Company’s shares, it is necessary to meet only
the requirements set by the legal regulations. The Company’s Articles of
Association do not set any limitations on the transfer of the Company’s
shares, nor are there any other restrictions from the Company relating to
the transferability of the Company’s shares.

(i) Information about significant direct and indirect participation in the
issuer’s voting rights:

The information on significant direct participations in the issuer’s voting
rights as at December 31, 2011 is specified in the Notes to the Financial
Statements, point 1.1. Company description and in the Report on Relations
between Related Parties, including information about the corresponding
shares in the Company’s registered capital.

The composition of significant indirect participation in the Company's voting
rights as at December 31, 2011 is only known to the Company in the case
of the controlling entity, Philip Morris Holland Holdings B.V.

The shareholders whose participation in the Company's registered
capital and thus in the Company's voting rights exceeds 3% as defined
in Section 181 (1) of the Commercial Code are the funds administrated
by the company Chase Nominees Limited.
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(iv) Informace o viastnicich cennych papir( se zviastnimi pravy, véetné
popisu téchto prav:

Spole¢nost nevydala zadné cenné papiry se zvlastnimi pravy, pouze
kmenové akcie zminéné v bodé (i) vyse.

(v) Informace o omezeni hlasovacich prav:

Hlasovaci prava jsou spojena se véemi akciemi vydanymi Spole¢nosti

a mohou byt omezena nebo vylou¢ena pouze v pfipadech stanovenych
zakonem. Spolec¢nost si neni védoma zadného omezeni nebo vylouc¢eni
hlasovacich prav k akciim, které emitovala, nad ramec omezeni a vylouc¢eni
hlasovacich prav stanovenych zakonem.

(vi) Informace o smlouvach mezi akcionafi nebo obdobnymi viastniky
cennych papirt predstavujicich podil na emitentovi, které mohou mit

za nasledek ztizeni pfevoditelnosti akcii nebo obdobnych cennych
papirl pfedstavujicich podil na emitentovi nebo hlasovacich prav, pokud
jsou emitentovi znamy:

Spolec¢nosti nejsou znamy zadné smlouvy mezi akcionari nebo obdobnymi
vlastniky cennych papir(i pfedstavujicich podil na Spolecnosti, které mohou
mit za nasledek ztizeni prevoditelnosti akcii nebo obdobnych cennych
papirtl predstavujicich podil na Spole¢nosti nebo hlasovacich prav.

(vii) Informace o zvlastnich pravidlech uréujicich volbu a odvolani &lenu
statutarniho organu a zménu stanov nebo obdobného dokumentu
emitenta:

Clenové predstavenstva Spolec¢nosti jsou voleni a odvolavani valnou
hromadou Spolec¢nosti. Podminky volitelnosti ¢lenti pfedstavenstva vyplyvaji
ze zékona a stanov Spolec¢nosti. Spolec¢nost nezavedla zadna zvlastni
pravidla upravujici volbu a odvolani ¢lent predstavenstva Spolec¢nosti.
Spole¢nost rovnéz nezavedla zadna zvlastni pravidla pro doplnovani

a zmény stanov.

(viii) Informace o zviastnich pravomocich ¢lenu statutarniho organu,
zejména o povéreni podle § 161a a § 210 obchodniho zakoniku:
Clenové predstavenstva Spolecnosti nemaiji zadné zvlastni pravomoci.

(ix) Informace o vyznamnych smlouvach, ve kterych je emitent smluvni
stranou a které nabudou ucinnosti, zméni se nebo zaniknou v pfipadé
zmény ovladani emitenta v disledku nabidky prevzeti, a o Gc¢incich

z nich vyplyvajicich, s vyjimkou takovych smluv, jejichZ uvefejnéni by
bylo pro emitenta vazné poskozujici; tim neni omezena jina povinnost
uverejnit takovou informaci podle ZPKT nebo jinych pravnich predpisu:
Spole¢nost neuzaviela zadné smlouvy, které nabudou Gc¢innosti, zméni se
nebo zaniknou v pfipadé zmény ovliadani Spolec¢nosti v dlisledku nabidky
prevzeti.

(x) Informace o smlouvach mezi emitentem a &leny jeho statutarniho
organu nebo zaméstnanci, kterymi je emitent zavazan k pinéni pro
pfipad skonceni jejich funkce nebo zaméstnani v souvislosti s nabidkou
prevzeti:

Mezi Spole¢nosti a ¢leny jejiho predstavenstva nebo jejimi zaméstnanci
nebyly uzavieny smlouvy, kterymi by byla Spole¢nost zavazana k pInéni pro
pripad skonceni jejich funkce nebo zaméstnani v souvislosti s nabidkou
prevzeti.

(xi) Informace o pfipadnych programech, na jejichz zakladé je
zaméstnancum a ¢lenim statutarniho organu Spolec¢nosti umozZnéno
nabyvat uc¢astnické cenné papiry Spolec¢nosti, opce na tyto cenné
papiry ¢i jina prava k nim za zvyhodnénych podminek, a o tom, jakym
zplsobem jsou prava z téchto cennych papirt vykonavana:

Pro zaméstnance ¢&i ¢leny predstavenstva Spole¢nosti nebyly vytvoreny
zadné programy, na jejichz zakladé by jim bylo umoznéno nabyvat
Ucastnické cenné papiry Spolec¢nosti, opce na tyto cenné papiry ¢i jina
prava k nim za zvyhodnénych podminek.
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(iv) Information about the owners of securities with special rights,
including the description of such rights:

The Company did not issue any shares with special rights; it only issued the
ordinary shares specified in Section (i) above.

(v) Information about limitations on voting rights:

Voting rights apply to all shares issued by the Company and may only be
limited or excluded where stipulated by law. The Company is not aware of
any restrictions on or exclusions of voting rights attached to the shares that
it has issued other than those restrictions on and exclusions of voting rights
stipulated by law.

(vi) Information about agreements between the shareholders or similar
owners of securities representing participation in the issuer that may
reduce the transferability of shares or similar securities representing
participation in the issuer or the transferability of the voting rights, if
known to the issuer:

The Company is not aware of any agreements between shareholders or
similar owners of securities representing participation in the Company that
may reduce the transferability of shares or similar securities representing
participation in the Company or of the voting rights.

(vii) Information about special rules regulating the election and recalling
of members of the statutory body and changes to the Articles of
Association or similar documents of the issuer:

The members of the Company’s Board of Directors are elected and
recalled by the General Meeting of the Company. The conditions relating
to the election of the members of the Board of Directors are stipulated by
law and by the Company's Articles of Association. The Company has no
special rules regulating the election and recalling of members of the Board
of Directors. The Company also does not have any special rules regulating
amendments and changes to the Articles of Association of the Company.

(viii) Information about special powers of the members of the statutory
body, particularly authorisations pursuant to Sections 161a and 210
of the Commercial Code:

The members of the Board of Directors have no special powers.

(ix) Information about significant agreements to which the issuer is a
party and which will become effective, change or cease to exist in the
event of a change of control of the issuer as a result of a take-over bid,
and about the effects arising from such agreements, with the exception
of agreements whose disclosure would cause harm to the issuer; this
does not limit any other obligation to disclose such information pursuant
to the Act on Business Activities on the Capital Market or other legal
regulations in force:

The Company has not entered into any agreements that will become
effective, change or cease to exist in the event of a change of control of the
issuer as a result of a take-over bid.

(x) Information about agreements between the issuer and the members
of its statutory body or employees that bind the issuer to take on

any commitments in the event of the termination of their offices or
employment in connection with a takeover bid:

The Company has not entered into any agreements with the members of
the Board of Directors or employees that bind the Company to take on any
commitments in the event of the termination of their offices or employment
in connection with a takeover bid.

(xi) Information about schemes on the basis of which employees and
members of the Company’s statutory body may acquire participation
securities in the Company, options concerning such securities or any
other rights related to these securities, under more favourable terms,
and information about how these rights are exercised:

The Company has no schemes on the basis of which employees

or members of the Board of Directors of the Company may acquire
participation securities in the Company, options concerning such securities
or any other rights related to these securities under more favourable terms.
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B) Informace k uplatihovani pravidel fizeni a spravy Spolecnosti

dle §118 odst. 4 pism. j) ZPKT

Spole¢nost dobrovolné dodrzuje a splnuje hlavni kritéria, principy

a doporuceni Kodexu spravy a fizeni spolec¢nosti zalozeného na principech
OECD, ktery byl pfijat v roce 2004 Komisi pro cenné papiry. Do Kodexu
spravy a fizeni spolec¢nosti je mozno nahlédnout v sidle Spole¢nosti nebo
zpusobem umoznujicim dalkovy pristup na nasledujici webové strance:
www.philipmorris.cz.

Informace Spoleénosti za ucéetni obdobi kalendainiho roku 2011 dle
§118 odst. 4. pism. b) c) d) a e) ZPKT

(i) Informace o zasadach a postupech vnitini kontroly a pravidlech
piistupu emitenta a jeho konsolidaéniho celku k rizikim, kterym
emitent a jeho konsolidacni celek je nebo muZe byt vystaven ve vztahu
k procesu ucetniho vykaznictvi:

Spolec¢nost je v ramci své podnikatelské ¢innosti vystavena fadé externich
a internich rizik, ktera jsou popsana ve zpravé predstavenstva a také

v pfiloze k ucetni zavérce a ke konsolidované ucetni zavérce. Spoleénost
proto vytvorila postupy a procesy s cilem identifikovat, kvantifikovat a snizit
tato rizika za ucelem jejich predchazeni a efektivniho fizeni.

Dllezitou soucasti spravy a fizeni Spolecnosti je oddéleni interni kontroly,
které poskytuje organiim Spolecénosti objektivni posouzeni pfimérenosti
a ucinnosti vnitrniho kontrolniho systému Spolec¢nosti. V roce 2011
oddéleni interni kontroly provedlo fadu audit v souladu s roénim auditnim
planem, sestavenym na zakladé vyhodnoceni rizik, a s pozadavky organt
Spoleénosti.

QOddéleni interni kontroly Spolec¢nosti hodnoti zejména kontrolni
mechanismy, postupy a systémy za ucelem zajisténi vérnosti a poctivosti
financnich a provoznich informaci, ochrany majetku Spole¢nosti,
dodrzovani internich smérnic Spoleénosti a iéelného a Setrného nakladani
se zdroji.

Z davodu prevence a véasného odhalovani vzniku moznych chyb a podvodu
ve vztahu k procesu ucetniho vykaznictvi Spole¢nost zavedla kontroly

ve formé vnitfnich smérnic, pokryvajicich rizikové oblasti (napf. pfijmy

a vynosy, dlouhodoby majetek a pronajmy, ocenovani skladovych zasob,
naklady a vydaje, apod.), jejichz pfiméfenost a Gcinnost je pribézné
vyhodnocovana oddélenim interni kontroly.

Oddéleni interni kontroly sdéluje sva zjisténi predstavenstvu, dozoréi radé
a vyboru pro audit, poskytuje jim pfitom objektivni hodnoceni kontrolniho
systému Spolecnosti a navrhuje opatreni k napravé nedostatkd, pokud jsou
néjakeé zjistény. Vysledky hodnoceni kontrolniho systému jsou diskutovany
také s externim auditorem Spolecénosti.

K odstranéni nedostatk zjisténych v pribéhu auditl jsou Spole¢nosti
pfijimana odpovidajici napravna opatfeni. Stav plnéni napravnych opatieni
oddéleni interni kontroly pribézné sleduje a reportuje vedeni Spole¢nosti
a organim Spolec¢nosti.

Prace oddéleni interni kontroly je rovnéz sledovana vyborem pro audit.
Vybor pro audit v roce 2011 neshledal Zzadné nedostatky, které by mohly
podstatné ovlivnit proces Gcéetniho vykaznictvi.

The Company voluntarily meets and complies with the main criteria,
principles and recommendations set out in the Code of Corporate
Governance based on the OECD principles adopted by the Securities
Commission in 2004. This Code is available at the Company’s registered
office and at: www.philipmorris.cz.

Information about the company for 2011 calendar year accounting
period pursuant to section 118 subsection 4 (b), (c), (d) and (e) of
the act on business activities

(i) Information about the principles and procedures related to internal
control and the rules relating to the approach of the issuer and its
consolidated group to the risks that the issuer and its consolidated
group are facing or may face in relation to the financial reporting
process:

In its operations, the Company faces a number of external and internal
risks as presented in the description of the Company and its business

in the report of the Board of Directors and in the Notes to the Financial
Statements and the Consolidated Financial Statements. The Company has
therefore set up procedures and processes that aim to identify, quantify and
mitigate these risks in order to prevent and manage them effectively.

The internal controls department represents an important component of
Corporate Governance and it provides the bodies of the Company with
objective assessments of the adequacy and operating effectiveness of
the Company’s internal control system. In 2011, the internal controls
department carried out a number of audits, as per the risk-based annual
audit plan and requirements of the bodies of the Company.

The internal controls department assesses controls, procedures and
systems in place to ensure reliability and integrity of financial and
operational information, safeguarding of assets, compliance with Company
internal policies and the cost effective and efficient use of resources.

In order to prevent or promptly detect errors and frauds related to the
financial reporting process, the Company has implemented controls

in the form of internal policies covering the risk areas of the business
(e.g. revenue recognition, capital assets and leases, inventory valuation,
costs and expenses, etc.) for which adequacy and effectiveness are
continuously assessed by the internal controls department.

The internal controls department reports its findings to the Board of
Directors, the Supervisory Board and the Audit Committee, provides them
with objective assessments of the Company’s control system and formulates
actions to remediate issues, if any are identified. The conclusions of the
control assessments are also discussed with the Company’s external
auditor.

The Company takes appropriate measures to correct deficiencies
identified during audits. The internal controls department then monitors the
implementation of such measures and reports to the management of the
Company and its bodies.

The work of the internal controls department is also overseen by the Audit
Committee. In 2011, the Audit Committee did not ascertain any deficiencies
that could materially affect the financial reporting process.
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(ii) Popis postupu rozhodovani a sloZeni statutarniho organu, dozor¢iho
organu Ci jiného vykonného nebo kontrolniho organu emitenta, a jsou-li
zfizeny, také jejich vyboru:

Predstavenstvo Spolec¢nosti je jejim statutarnim organem, ktery fidi ¢innost
Spolec¢nosti, jedna jejim jménem zplsobem uvedenym ve stanovach
Spolecnosti a sklada se ze Sesti ¢lenl, ktefi jsou voleni a odvolavani valnou
hromadou. Predstavenstvo rozhoduje usnesenim, které se zpravidla pfijima
na zasedanich predstavenstva. Predstavenstvo je zplsobilé se usnaset,
jsou-li pritomni alespon ¢tyri ¢lenové predstavenstva. K platnosti usneseni
je tfeba souhlasu nadpolovicni vétsiny pfitomnych ¢lenl predstavenstva.
Kazdy ¢len predstavenstva ma jeden hlas. V pripadé rovnosti hlasl je
rozhodujici hlas predsedajiciho. Na navrh predsedy, ¢i pokud nema
predsedu, jiného ¢lena predstavenstva, miize predstavenstvo prijimat
rozhodnuti i mimo zasedani predstavenstva, jestlize s tim souhlasi vSichni
¢lenové predstavenstva. Predstavenstvo je zplsobilé usnaset se mimo
zasedani predstavenstva, Uc¢astni-li se tohoto hlasovani alespon ¢tyfi
¢lenové predstavenstva. K platnosti usneseni se vyzaduje nadpolovi¢ni
vétsina hlast ¢len(l pfedstavenstva, ktefi hlasovali mimo zasedani
predstavenstva.

Dozoréi rada se sklada ze Sesti ¢lent, ktefi musi byt fyzickymi osobami
spliujicimi pozadavky zakona. Dva ¢lenové dozoréi rady jsou voleni

a odvolavani zameéstnanci Spoleénosti v souladu s ustanovenimi § 200
obchodniho zakoniku, zbyvajici ¢tyfi ¢lenové valnou hromadou. Clenové
dozoréi rady voli ze svych fad pfedsedu dozorci rady. Dozorc¢i rada je
zplsobila se usnaset, je-li pfitomna nadpolovi¢ni vétsina vsech jejich

¢lend. Kazdy ¢len dozorci rady ma jeden hlas. K platnosti usneseni je tieba
souhlasu nadpoloviéni vétsiny vSech ¢lent dozoréi rady. O usnaseni dozorci
rady mimo zasedani plati obdobné ustanoveni o usnaseni predstavenstva
mimo zasedani, s tim, ze k platnosti takového usneseni se vyzaduje vétsina
hlasl véech ¢lenl dozorci rady.

Vybor pro audit se sklada ze tfi ¢len(, ktefi musi byt fyzickymi osobami
spliujicimi pozadavky zakona. Clenové jsou jmenovani a odvolavani
valnou hromadou. Clenové vyboru pro audit voli a odvolavaji ze svych
¢lent predsedu. Vybor pro audit je zplsobily se usnaset, je-li na jeho
zasedani pfitomna nadpolovi¢ni vétsina vSech jeho ¢len(l. Kazdy ¢len
vyboru pro audit ma jeden hlas. K prijeti usneseni vyboru pro audit je
treba nadpolovi¢ni vétsiny hlasti véech ¢len( vyboru pro audit. O usnaseni
vyboru pro audit mimo zasedani plati obdobné ustanoveni o usnaseni
predstavenstva mimo zasedani, s tim, ze k platnosti takového usneseni se
vyzaduje vétsina hlast vSech ¢lend vyboru pro audit.

(i) Popis prav a povinnosti spojenych s prislusnym druhem akcie nebo
obdobného cenného papiru predstavujiciho podil na emitentovi, a to
alespori odkazem na obchodni zakonik a stanovy emitenta, pokud

se jedna o druh akcie, nebo na srovnatelny zahrani¢ni préavni predpis

a stanovam obdobny dokument emitenta, pokud se jedna o druh
obdobného cenného papiru pfedstavujiciho podil na emitentovi:

Prava a povinnosti akcionar(i stanovi pravni predpisy a stanovy Spole¢nosti.

Opravnéni vlastnici akcii maji pravo ucastnit se na rizeni Spolecnosti.
Toto pravo uplatnuji akcionari zasadné na valné hromadé, na niz maji
pravo se Uc¢astnit. Na valné hromadé maiji akcionari pravo hlasovat, pravo
pozadovat a dostat vysvétleni o zalezitostech tykajicich se Spole¢nosti

i 0 zalezZitostech tykajicich se osob ovladanych Spole¢nosti a uplatiovat
navrhy a protinavrhy.
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(ii) Description of the composition and decision-making process of
the issuer’s statutory body, supervisory body or other executive or
controlling body and of the issuer’'s committees, if established:

The Board of Directors of the Company is the statutory body which
manages the Company's activities and acts on its behalf in the manner
defined in the Company’s Articles of Association. The Board of Directors
consists of six members who are elected and recalled by the General
Meeting. The Board of Directors decides by way of resolutions which are
generally adopted at Board of Directors meetings. The Board of Directors
is quorate if at least four members of the Board of Directors are present at
Board of Directors meeting. Resolutions are adopted if they are approved
by more than half of the members of the Board of Directors present. Every
member of the Board of Directors has one vote. In the event of a tie, the
Chairman’s vote is decisive. If so proposed by the Chairman, or if the
Board of Directors does not have a Chairman, other member of the Board
of Directors, the Board of Directors may adopt resolutions outside of a
meeting, provided all members of the Board of Directors agree to this. The
Board of Directors is quorate for outside-of-meeting voting if at least four
members of the Board of Directors participate in such voting. Resolutions
are valid if they are approved by more than half of the members of the Board
of Directors participating in the outside-of-meeting voting.

The Supervisory Board consists of six members. They must be natural
persons and comply with the requirements stipulated by law. Two members
of the Supervisory Board are elected and recalled by the Company's
employees in accordance with Section 200 of the Commercial Code,

and four members are elected and recalled by the General Meeting. The
members of the Supervisory Board elect one member as a chairman. The
Supervisory Board is quorate if more than half of its members are present.
Every member of the Supervisory Board has one vote. Resolutions are
adopted if they are approved by more than half of all the members of the
Supervisory Board. The same rules as those for adopting resolutions
outside Board of Directors meetings apply to adopting resolutions outside
Supervisory Board meetings; however, in the latter case approval by a
majority of votes of all the members of the Supervisory Board is required for
such a resolution to be valid.

The Audit Committee consists of three members who must be natural
persons and comply with the requirements stipulated by law. The members
are appointed and recalled by the General Meeting. The members of the
Audit Committee elect one of their members as the chairperson of the
Audit Committee. The Audit Committee is quorate if more than half of its
members are present. Every member of the Audit Committee has one vote.
Resolutions of the Audit Committee are adopted if they are approved by
more than half of all the members of the Audit Committee. The same rules
as those for adopting resolutions outside Board of Directors meetings apply
to adopting resolutions outside Audit Committee meetings; however, in the
latter case approval by a majority of votes of all the members of the Audit
Committee is required for such a resolution to be valid.

(iii) Description of the rights and obligations relating to the relevant
classes of shares or similar securities representing participation in
the issuer, at least by way of reference to the Commercial Code and
the issuer’s Articles of Association in regard to classes of shares, or
reference to a similar foreign legal regulation or a document similar
to Articles of Association in regard to similar securities representing
participation in the issuer:

The rights and obligations of the shareholders are set out in the legal
regulations and in the Articles of Association of the Company.

The authorised owners of the shares are entitled to participate in the
Company‘s management. This right is exercised by the shareholders at
General Meetings, at which they have a right to participate. At the General
Meeting the shareholders have the right to vote, to ask for explanations and
to receive answers to questions about matters concerning the Company as
well as matters concerning entities controlled by the Company, to submit
proposals and counterproposals.
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Akcionari maji dale pravo na podil na zisku Spolec¢nosti (dividendu).
Po dobu trvani Spolec¢nosti, ani v pfipadé jejiho zruseni, nejsou akcionari
opravnéni pozadovat vraceni svych vkladu.

Pri zruseni Spolec¢nosti s likvidaci maji akcionari pravo na podil
na likvida¢nim zUstatku.

Akcionari jsou povinni splatit emisni kurz a pripadné emisni azio jimi
upsanych akcii.

(iv) Popis postupu rozhodovani a zakladniho rozsahu pusobnosti valné
hromady emitenta nebo obdobného shromazdéni viastniku cennych
papirt pfedstavujicich podil na emitentovi:

Valna hromada akcionar( je nejvy$$im organem Spole¢nosti. Rozhoduje
o vSech zalezitostech Spolecnosti, které do jeji plisobnosti svéruji zakon
nebo stanovy Spoleénosti.

Do pusobnosti valné hromady nalezi zejména rozhodnuti o zméné stanov,
rozhodovani o zvyseni ¢&i snizeni zakladniho kapitalu, schvaleni téetni
zavérky, rozhodnuti o vydani dluhopist, rozhodnuti o zruseni Spole¢nosti
s likvidaci, rozhodnuti o fuzi, pfevodu jméni na jednoho akcionare nebo
rozdéleni, popfipadé o zméné pravni formy Spolecnosti.

Do plisobnosti valné hromady dale patfi volba a odvolani ¢lend organt
Spolecnosti; rozhodovani o schvaleni smlouvy o vykonu funkce ¢lena
téchto organ( a jejich odménovani, rozhodnuti o podani zadosti o pfijeti
Ucastnickych cennych papirt Spole¢nosti k obchodovani na evropském
regulovaném trhu nebo obdobném zahrani¢nim regulovaném trhu a o jejich
vyfazeni z obchodovani na téchto trzich, schvaleni smluv uvedenych v § 67a
obchodniho zakoniku, schvaleni jednani ué¢inénych jménem Spole¢nosti
do jejiho vzniku podle § 64 obchodniho zakoniku, schvaleni ovladaci
smlouvy, smlouvy o prevodu zisku a smlouvy o tichém spolecenstvi a jejich
zmén, zfizovani nepovinnych fondd Spolec¢nosti a stanoveni postupu jejich
tvorby a ¢erpani, rozhodnuti o zméné prav spojenych s jednotlivymi druhy
akcii, jakoz i zméné druhu, formy a podoby akcii; o stépeni akcii &i spojeni
vice akcii do jedné akcie, o omezeni prevoditelnosti akcii ¢i rozhodnuti

0 nabyti vlastnich akcii Spole¢nosti v souladu s § 161a obchodniho
zakoniku a rozhodnuti o dalSich otazkach, které zakon nebo stanovy
zahrnuiji do plsobnosti vainé hromady.

S kazdou akgcii 0 jmenovité hodnoté 1 000 K¢ je spojen jeden hlas. Valna
hromada je schopna se usnaset, jsou-li pfitomni akcionari, ktefi maji akcie
se jmenovitou hodnotou presahujici 30% zakladniho kapitalu Spole¢nosti.
Valna hromada rozhoduje nadpolovi¢ni vétsinou hlasu pfitomnych
akcionaru, pokud obchodni zakonik nebo stanovy Spole¢nosti nestanovi
jinak. Hlasovani na valné hromadé se déje aklamaci, pokud valna hromada
nerozhodne jinak. Nejprve se hlasuje o navrhu predstavenstva nebo dozorci
rady. Neni-li takovy navrh prijat, hlasuje se o protinavrhu akcionare.

Information on Application of the Rules of Corporate Governance

The shareholders are further entitled to a portion of the Company's profit
(dividend). The shareholders may not demand a refund of their investment
contribution during the existence of the Company or even in the event of its
dissolution.

If the Company goes into liquidation, the shareholders are entitled to
a share on liquidation estate.

A shareholder is obliged to pay the issue price and the share premium,
if any, for the shares it has subscribed.

(iv) Description of the decision-making process and the basic scope of
powers of the issuer’s general meeting or a similar meeting of owners of
securities representing participation in the issuer:

The General Meeting is the supreme body of the Company. It makes
decisions on all matters of the Company that fall within its powers pursuant
to the Company’s Articles of Association or pursuant to law.

The powers of the General Meeting particularly include the power to amend
the Articles of Association, to adopt decisions on the increase or reduction
of the registered capital, decisions on approval of the Financial Statements,
decisions on the issue of bonds, decisions on the winding up of the
Company and its going into liquidation, and decisions on merger, transfer of
business assets to sole shareholder, de merger or on the conversion of the
legal form.

Furthermore, it is within the powers of the General Meeting to elect and
recall members of the Company's statutory bodies, to approve agreements
on the performance of an office of the members of such bodies and their
remuneration, to decide on the application for admission of the participating
securities of the Company for trading on an European regulated market

or foreign market similar to a regulated market and their withdrawal from
trading on such markets, to approve agreements specified in Section

67a of the Commercial Code, to approve acts performed on behalf of

the Company before its incorporation as defined in Section 64 of the
Commercial Code, to approve controlling agreements, agreements on

the transfer of profit and silent partnership agreements and any changes

to such agreements, to create non-mandatory funds of the Company and

to decide on the procedure for the creation and use of such funds, to
decide on changes to the rights related to individual classes of shares,

as well as on changes to the class, type and form of shares, on splitting of
shares or merging several shares into one share, on restrictions related to
the transferability of shares, as well as to decide on the acquisition of the
Company's own shares in accordance with Section 161a of the Commercial
Code and to decide on other matters that fall within the competence of the
General Meeting under law or the Articles of Association.

Each share with nominal value of CZK 1 000 bears one vote. The General
Meeting is quorate if shareholders owning shares with a nominal value
exceeding 30% of the Company's registered capital are present. Unless
the Commercial Code or the Company's Articles of Association require
otherwise, the General Meeting's decisions must be adopted by a simple
majority of the votes of the shareholders present. Voting is performed by
raising hands unless decided otherwise by the General Meeting. Proposals
submitted by the Board of Directors or the Supervisory Board are voted on
first. If such proposals are not adopted, shareholders' counterproposals are
voted on.
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spoleénosti Philip Morris CR a.s.

Pfedstavenstvo:

Andras Tovisi, predseda predstavenstva
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pan Tovisi byl jmenovan do pozice generalniho reditele CZ, SK & HU

od 1. 6. 2011. Zodpovida za vedeni spole¢nosti Philip Morris CR a.s.,
Philip Morris Slovakia s.r.o. a Philip Morris Hungary. Pan Tévisi ma

za sebou Uspésnou kariéru ve Philip Morris International, kterou zahajil

v roce 1991 v oddéleni prodeje spolecnosti Philip Morris Hungary. Béhem
nasledujici dekady pracoval ve strategickych pozicich v oblastech prodeje
a marketingu v rdznych regionech po celém svété a v centrale spolec¢nosti
PMI ve Svycarském Lausanne. Naposledy zastaval pozici generalniho
feditele spole¢nosti Philip Morris Hungary. Pan Tévisi absolvoval Vysokou
Skolu zahrani¢niho obchodu v Budapesti v Madarsku.

Pan Tovisi je predsedou predstavenstva spoleénosti Philip Morris CR a.s.
od 30. 5. 2011.

Daniel Gordon, ¢len predstavenstva
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pan Gordon zadal pracovat pro spole¢nost Philip Morris CR a.s. v fijnu
roku 2007 na pozici reditele financi a IS CZ & SK. Zodpovida za finan¢ni
zalezitosti, za informacni sluzby a administrativni ¢innost spole¢nosti
Philip Morris CR a.s. a Philip Morris Slovakia s.r.o. V roce 1989 zacal
pracovat pro spolec¢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 zadal pracovat ve spoleénosti Philip Morris CR a.s., pUsobil na pozici
Manazera Operations 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.

Andrea Gontkovi¢ova, ¢lenka predstavenstva
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pani Gontkovi¢ova byla jmenovana do pozice reditelky vnéjsich vztaht
spoleénosti Philip Morris CR a.s. v zafi 2009. Pani Gontkovi¢ova zac¢ala
pracovat ve spole¢nosti Philip Morris Slovakia s.r.o0. v roce 1997, kde
postupné zastavala rizné pozice, véetné pozic v oddéleni vnéjsich vztaht.
V roce 2004 presla do spoleé¢nosti Philip Morris International ve Svycarsku,
kde ziskala zkusenosti z oddéleni strategického planovani. Po jejim

navratu v prosinci 2005, byla jmenovana do pozice vedouciho oddéleni
vnéjsich vztah( Philip Morris Slovakia s.r.o. Pani Gontkovicova je drzitelkou
univerzitniho titulu PhDr. z filozofie.

Pani Gontkoviova je Glenkou predstavenstva spolec¢nosti Philip Morris CR a.s.

od 12. 10. 2009.

Andreas Gronemann, ¢len pfqutavenstva
Kontaktni adresa: Philip Morris CR a.s., Vitézna 1, 284 03 Kutna Hora

Pan Gronemann byl jmenovan do pozice reditele vyroby spole¢nosti
Philip Morris CR a.s. v Servenci 2011. Pro PMI zacal pracovat roku 1998
ve spolecnosti Philip Morris v Némecku jako stazista vyrobniho zavodu

v Berliné. Zastaval nékolik pozic s rostouci odpovédnosti v pfipravné

a v provozu vyroby a baleni. V dubnu 2005 byl jmenovan manazerem
vyrobniho a baliciho provozu a v zafi 2006 manazerem vyroby. Poté,

od ¢ervence 2007, pracoval v PMI Operations Center ve Svycarskéem
Lausanne na pozici manazer projektu zasobovaciho retézce a pozdéji

Board of Directors:

Andras Tovisi, Chairman of the Board of Directors
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Mr Tévisi was appointed to the position of Managing Director CZ, SK & HU
as of June 1, 2011. He is responsible for the management of

Philip Morris CR a.s., Philip Morris Slovakia s.r.o. and Philip Morris Hungary.
Mr Tovisi has had a distinguished career in Philip Morris International,
beginning with a role in the Sales department of Philip Morris Hungary

in 1991. Throughout the following decade, he assumed several strategic
roles in Sales and Marketing functions in different regions across the world,
at PMI's Operations Center in Lausanne, Switzerland and most recently as
Managing Director of Philip Morris Hungary. Mr Tévisi holds a university
degree from the College of International Trade in Budapest, Hungary.

Mr Tovisi is a Chairman of the Board of Directors of Philip Morris CR a.s.
since May 30, 2011.

Daniel Gordon, member of the Board of Directors
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Mr Gordon joined Philip Morris CR a.s. 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.r.o.
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 a.s. he worked as Manager Operations Finance
at the Philip Morris International’'s Operations Center in Lausanne,
Switzerland. Mr Gordon holds a university degree in business
administration.

Mr Gordon is a member of the Board of Directors of Philip Morris CR a.s.
since September 1, 2007.

Andrea Gontkovi¢ova, member of the Board of Directors
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Mrs Gontkovi¢ova was appointed Director Corporate Affairs in

Philip Morris CR a.s in September 2009. She started working for

Philip Morris Slovakia s.r.o. in 1997 and held various positions in the
company, including Corporate Affairs department. In 2004 she was
relocated to Philip Morris International in Switzerland and she built an
experience in the regional Strategic Planning department. Upon her
return in December 2005 she was appointed the Head of the Corporate
Affairs department in Philip Morris Slovakia s.r.o. Mrs GontkoviGova holds
a university degree in philosophy.

Mrs Gontkovicova is a member of the Board of Directors of

Philip Morris CR a.s. since October 12, 2009.

Andreas Gronemann, membeg of the Board of Directors
Contact address: Philip Morris CR a.s., Vitézna 1, 284 03 Kutna Hora

Mr Gronemann was appointed to the position of Director Operations in
Philip Morris CR a.s. in July 2011. He joined PMI in 1998 in Philip Morris
Germany as a trainee in the Berlin manufacturing plant. He held several
positions with increasing responsibility in primary and secondary production
units. He was appointed Manager Secondary in April 2005 and Manager
Manufacturing in September 2006. He joined PMI's Operations Center

in Lausanne, Switzerland in July 2007 as Manager Supply Chain Projects
and later he was appointed Manager Operations Planning Western
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byl jmenovan do pozice manazera vyrobniho planovani pro zapadni

Evropu. V lednu 2009 pan Gronemann prevzal roli feditele vyroby

v Rumunsku a od ¢ervence 2011 plsobi jako reditel vyroby v Kutné

Hore. Pan Gronemann ma vysokoskolské vzdélani v oboru strojirenstvi,
ekonomika a ziskal mezinarodni titul MBA.

Pan Gronemann je ¢lenem predstavenstva spole¢nosti Philip Morris CR a.s.
od 19. 7. 2011.

Richard Ni¢, ¢len predstavenstva
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Richard Ni¢ byl jmenovan feditelem marketingu CZ & SK v lednu 2011

a zodpovida za marketingovou &innost Philip Morris CR a.s. a Philip Morris
Slovakia s.r.0. Ve spole¢nosti Philip Morris CR a.s. ptisobi od ¢ervence
2009, kdy nastoupil do seniorské pozice manazera pro prémiové znacky
v marketingovém oddéleni. Pfed svym nastupem do Philip Morris CR a.s.
pracoval jedenact let pro predni mezinarodni reklamni agentury v nékolika
evropskych zemich. Pan Ni¢ ma vysokoskolské vzdélani v oboru filozofie.
Pan Ni¢ je ¢lenem predstavenstva spoleénosti Philip Morris CR a.s.

od 29. 4. 2011.

Igor Potoéar, ¢len predstavenstva
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pan Potocar zacal pracovat pro Philip Morris CR a.s. v zafi 2010 jako feditel
prodeje a distribuce CZ. Pfedtim zodpovidal za ¢innost spole¢nosti v oblasti
prodeje a distribuce ve Philip Morris Slovakia s.r.o. Svoji kariéru zahajil

ve Philip Morris International v roce 1993 na Slovensku, kde zastaval rizné
pozice v oddéleni prodeje a distribuce. Pan Potocar ma vysokoskolské
pedagogické vzdélani.

Pan Potocar je ¢lenem predstavenstva spoleénosti Philip Morris CR a.s.

od 8. 11. 2010.

Dozoréi rada:

Daniel Fahrny, predseda dozoréi rady
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pan Fahrny zac¢al pracovat pro skupinu Philip Morris v roce 1980.

Plsobil jako financni reditel ve $vycarské, némecké a japonské pobocce
spolec¢nosti Philip Morris International a v sou¢asné dobé zastava pozici
Vice President EU Finance ve Philip Morris International Management S.A.,
se zodpovédnosti za finance regionu Evropské unie. Absolvoval bakalarské
studium v oboru ekonomie na University of Neuchatel ve Svycarsku.

Pan Fahrny je predsedou dozoréi rady spoleé¢nosti Philip Morris CR a.s.
od 25. 8. 2009.

Pan Fahrny byl rovnéz jmenovan ¢lenem dozorcich rad pobocek
spolec¢nosti Philip Morris ve Svycarsku, Némecku, Spanélsku, Italii, Belgii,
Lucembursku, Velké Britanii a Skandinavii.

Vasileios Nomikos, ¢len vyboru pro audit
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pan Nomikos zacal pracovat pro skupinu Philip Morris International

v roce 1998. Plsobil na pozici feditele financi v fecké pobocce skupiny
Philip Morris International. V soucasnosti zastava pozici EU kontroléra

ve spolecnosti Philip Morris International Management S.A. ve Swycarsku,
kde je zodpovedny za region Evropské unie. Pan Nomikos je drzitelem
titulu MBA z institutu Athens Laboratory of Business Administration (ALBA)
v Recku. Pan Nomikos také ziskal kvalifikaci certifikovaného Ucetniho

od Hospodarské komory v Recku.

Pan Nomikos je ¢lenem dozoréi rady spoleénosti Philip Morris CR a.s.

od 29. 4. 2011.

Members of Board of Directors, Supervisory Board and Audit Committee

European Cluster. In January 2009 Mr Gronemann took over the role

of Director Operations in Romania and since July 2011 he is leading

the factory in Kutna Hora. Mr Gronemann holds a university degree

in Mechanical Engineering, Economics and an international MBA.

Mr Gronemann is a member of the Board of Directors of Philip Morris CRa.s.
since July 19, 2011.

Richard Ni¢, member of the Board of Directors
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Mr Ni¢ was appointed Director Marketing CZ & SK in January 2011 with the
responsibility for the Philip Morris CRa.s. and Philip Morris Slovakia s.r.o.
marketing activities. He joined Philip Morris CR a.s. in July 2009 as Senior
Brand Manager for premium brands. Prior to this, Mr Ni¢ worked 11 years
for major international advertising agencies across several countries

in Europe. Mr Ni¢ holds a university degree in philosophy.

Mr Ni¢ is a member of the Board of Directors of Philip Morris CR a.s.

since April 29, 2011.

Igor Potoéar, member of the Board of Directors
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Mr Potodar joined Philip Morris CR a.s. in September 2010 as Director

of Sales and Distribution. Prior to this, he had been the head of the sales
and distribution department in Philip Morris Slovakia s.r.o. He began his
career with Philip Morris International in 1993 in Slovakia and has held
various positions in the sales and distribution department. Mr Potoc¢ar holds
a university degree in pedagogy.

Mr Potodar is a member of the Board of Directors of Philip Morris CR a.s.
since November 8, 2010.

Supervisory Board:

Daniel Fahrny, Chairman of the Supervisory Board
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Mr Fahrny joined Philip Morris in 1980. He worked as Director

Finance in the Swiss, German and Japanese affiliates of Philip Morris
International and currently holds the position of Vice President EU Finance
in Philip Morris International Management S.A., with the responsibility

for finance of the European Union region. He holds a Bachelor Degree

in Economics from the University of Neuchatel, Switzerland.

Mr Fahrny is a Chairman of the Supervisory Board of Philip Morris CR a.s.
since August 25, 2009.

His other appointments include: Mr Fahrny was appointed as a member
of the Supervisory Board of several Philip Morris entities in Switzerland,
Germany, Spain, ltaly, Belgium, Luxemburg, United Kingdom and
Scandinavia.

Vasileios Nomikos, member of the Supervisory Board
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Mr Nomikos joined Philip Morris in 1998 holding positions of increasing
responsibility in Finance. He worked as Director Finance in the

Greek affiliate of Philip Morris International until 2011, when he was
appointed to the position of EU Controller in Philip Morris International
Management S.A. in Switzerland with the responsibility for the European
Union region. Mr Nomikos holds an MBA from the Athens Laboratory of
Business Administration (ALBA) in Greece. In addition, Mr Nomikos is

a certified accountant, as awarded by the Economic Chamber of Greece.
Mr Nomikos is a member of Supervisory Board of Philip Morris CR a.s.
since April 29, 2011.
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Paul Maas, c¢len dozorci rady
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pan Maas pUsobi v sou¢asné dobé na pozici feditele Internal Controls

& Fiscal Compliance ve Philip Morris International. Pan Maas zacal
pracovat pro skupinu Philip Morris International ve Velké Britanii v roce
1985. Zastaval riizné pozice v internim auditu a rizné financni pozice

ve spole¢nostech Philip Morris International, predevsim jako financni reditel
v Hong Kongu, Australii a Beneluxu. Do své souc¢asné pozice byl jmenovan
v listopadu 2006. Pan Maas ziskal bakalarské vzdélani v oboru business
administration a mezinarodni management na European Business School
v Londyné.

Pan Maas je ¢lenem dozoréi rady spoleénosti Philip Morris CR a.s.

od 24. 4. 2007.

Prof. Ing. Jifi Davidek DrSc., ¢len dozorci rady
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Vysokoskolsky profesor Ustavu chemie a analyzy potravin, Vysoka skola
chemicko-technologicka Praha. Je autor nebo spoluautor 15 knih

(9 cizojazyénych), vice jak 330 publikaci ve védeckych ¢asopisech

a priblizné stejného poctu prednasek doma i v zahranici. Je clenem
Americké spole¢nosti potravinarskych technologt, redakcni rady ¢asopisu
Czech J. of Food Sciences, redakéni rady ¢asopisu 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 delegat v Divizi potravinaiské
chemie, Federace Evropskych Chemickych Spole¢nosti (FECS). Béhem
poslednich sedmi let nebyl ¢lenem predstavenstva ani dozorci rady jakékoliv
jiné spolecnosti.

Petr Bubeniéek, zastupce zaméstnanct v dozordi radé
Kontaktni adresa: Philip Morris CR a.s., Vitézna 1, 284 03 Kutna Hora

Pan Bubenic¢ek za¢al pracovat ve spoleénosti Philip Morris CR a.s. jako
vedouci smény v zavodé Kutna Hora v unoru roku 1996 po dvouleté praxi
s fizenim u spole¢nosti Johnson Controls v Ceskeé republice - vyroba
umélohmotnych odlitk( odlévanim pod tlakem. V roce 2000 byl jmenovan
na pozici vedouci vyroby. Od biezna 2006 pusobi ve spole¢nosti

Philip Morris CR a.s. na pozici specialista bezpe¢nostnich programi;
zodpovida za oblast bezpeénosti ve spolecnosti Philip Morris CR a.s.,

za strategii, standardy, zavadéni postupll a za dodrzovani veskerych
pfislusnych zakon(, pravnich predpist a nafizeni. Pan Bubenicek
absolvoval stiedni pramyslovou $kolu, obor chemie.

Pan Bubenigek byl zvolen zaméstnanci spoleénosti Philip Morris CR a.s.
jako jejich zastupce do dozoréi rady dne 18. 3. 2003.

Michal Skaba, zastupce zaméstnanctl v dozordi radé
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pan Skaba plisobi ve spoleénosti Philip Morris CR a.s. od dubna 1993,
kdy nastoupil do pozice obchodniho zastupce v Praze. V roce 1994 se
stal zastupcem vedouciho prodejniho skladu, kde se ztc¢astnil projektu
zavedeni prodejniho systému SDS. Roku 1996 prestoupil do oddéleni
Sales, kde pracoval na pozici Sales & Merchandising Supervisor v regionu
stredni Cechy. Od prosince 2005 ptisobi ve své souéasné pozici Sales
Field Force Executive. Pan Skaba absolvoval stiedni priimyslovou $kolu
strojni.

Pan Skaba byl zvolen zaméstnanci spoleénosti Philip Morris CR a.s. jako
jejich zastupce do dozorci rady dne 24. 3. 2011.
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Paul Maas, member of the Supervisory Board
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Mr Maas is currently Director Internal Controls & Fiscal Compliance PMI
at Philip Morris International Operations Center in Lausanne, Switzerland.
He joined Philip Morris International in the UK in 1985. Mr Maas has

held several positions in the internal audit and finance functions at Philip
Morris International affiliates, notably as Director Finance in Hong Kong,
Australia and Benelux. He was appointed to his current role in November
2006. Mr Maas holds a Bachelor's Degree in Business Administration and
International Management from the European Business School in London.
Mr Maas is a member of Supervisory Board of Philip Morris CR a.s. since
April 24, 2007.

Prof. Ing. Jifi Davidek DrSc., member of the Supervisory Board
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Prof. 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 Technologies, 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”. Prof. 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 seven
years he has not been appointed as a member of board of directors or
supervisory board of any other company.

Petr Bubenic¢ek, employees’ representative in the Supervisory Board
Contact address: Philip Morris CR a.s., Vitézna 1, 284 01 Kutna Hora

Mr Bubeniéek joined Philip Morris CR a.s. as a Shift Leader in Kutna Hora
factory in February 1996 with 2 years of supervisory experience in the
plastics die-casting industry gained at Johnson Controls in Czech Republic.
In 2000 he was appointed to the position of the Secondary Production
Supervisor. Since March 2006 he is Safety Management Programs
Specialist with responsibility for the safety policy, standards, procedures
implementation and for the factory compliance with all applicable laws,
codes and regulations. Mr Bubeni¢ek completed the Secondary Technical
School of Chemistry.

Mr Bubeni¢ek was elected by Philip Morris CRa.s. employees as their
representative in the Supervisory Board on March 18, 2003.

Michal Skaba, employees’ representative in the Supervisory Board
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Mr Skaba joined Philip Morris CR a.s. in April 1993 as a Sales
Representative. In 1994 he became deputy head of sales warehouse
where he participated in the implementation project of the sales system
SDS. In 1996 he moved to the Sales department, where he worked

as Sales & Merchandising Supervisor for the Central Bohemia region.
Since December 2005 he has been in his current position of Sales
Executive Field Force. Mr Skaba completed the Secondary Technical
School of Engineering.

Mr Skaba was elected by Philip Morris CR a.s. employees as their
representative in the Supervisory Board on March 24, 2011.
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Vybor pro audit:

Daniel Fahrny, predseda vyboru pro audit
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pan Fahrny zac¢al pracovat pro skupinu Philip Morris v roce 1980.

Plsobil jako financni reditel ve Svycarské, némecké a japonské pobocce
spolec¢nosti Philip Morris International a v sou¢asné dobé zastava pozici
Vice President EU Finance ve Philip Morris International Management S.A.,
se zodpovédnosti za finance regionu Evropské unie. Absolvoval bakalarské
studium v oboru ekonomie na University of Neuchatel ve Svycarsku.

Pan Fahrny je predsedou vyboru pro audit spoleénosti Philip Morris CR a.s.
od 30. 4. 2010.

Vasileios Nomikos, ¢len vyboru pro audit
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pan Nomikos zacal pracovat pro skupinu Philip Morris International

v roce 1998. Pusobil na pozici feditele financi v fecké pobocce skupiny
Philip Morris International. V sou¢asnosti zastava pozici EU kontroléra

ve spoleénosti Philip Morris International Management S.A. ve Svycarsku,
kde je zodpovédny za region Evropské unie. Pan Nomikos je drzitelem
titulu MBA z institutu Athens Laboratory of Business Administration (ALBA)
v Recku. Pan Nomikos také ziskal kvalifikaci certifikovaného uéetniho

od Hospodarské komory v Recku.

Pan Nomikos je ¢lenem vyboru pro audit spoleénosti Philip Morris CR a.s.
od 29. 4. 2011.

Johannis van Capelleveen, ¢len vyboru pro audit
Kontaktni adresa: Philip Morris CR a.s., Karlovo namésti 10, 120 00 Praha

Pan van Capelleveen ziskal ekonomické vzdélani se zamérenim

na Ucetnictvi a audit na Univerzité v Amsterdamu a obdrzel titul LL.M.

na Univerzité v Londyné. Je ¢lenem nékolika profesnich organizaci véetné
Kralovského nizozemského institutu auditord a Komory danovych poradct
Ceské republiky. V letech 1984 - 1993 pusobil jako asistent - auditor

ve spolec¢nosti Ernst & Young v Nizozemi a v Praze. Nasledné pracoval jako
samostatny poradce v oboru Uc¢etnictvi a v letech 1996 - 1997 pracoval
jako auditor spolec¢nosti Hermann Hemmelrath & Partner v Praze. Od roku
1997 do roku 2009 pUsobil na riznych pozicich v danovém oddéleni
spolec¢nosti Coopers & Lybrand/PricewaterhouseCoopers v Praze. V roce
20089 zacal plsobit jako danovy poradce ve spoleénosti PRK ECOVIS
Praha, jehoz danové oddéleni se nasledné sloucilo s danovym oddélenim
spolec¢nosti BDO. Od zafi 2010 pracuje pan Van Capelleveen jako nezavisly
danovy poradce.

Pan van Capelleveen je ¢lenem vyboru pro audit spole¢nosti

Philip Morris CR a.s. od 30. 4. 2010.

Members of Board of Directors, Supervisory Board and Audit Committee

Audit Committee:

Daniel Fahrny, Chairman of the Audit Committee
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Mr Fahrny joined Philip Morris in 1980. He worked as Director Finance
in the Swiss, German and Japanese affiliates of Philip Morris International
and currently holds the position of Vice President EU Finance

in Philip Morris International Management S.A., with the responsibility

for finance of the European Union region. He holds a Bachelor Degree

in Economics from the University of Neuchatel, Switzerland.

Mr Fahrny is a Chairman of the Audit Committee of Philip Morris CR a.s.
since April 30, 2010.

Vasileios Nomikos, member of the Supervisory Board
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Mr Nomikos joined Philip Morris in 1998 holding positions of increasing
responsibility in Finance. He worked as Director Finance in the

Greek affiliate of Philip Morris International until 2011, when he was
appointed to the position of EU Controller in Philip Morris International
Management S.A. in Switzerland with the responsibility for the European
Union region. Mr Nomikos holds an MBA from the Athens Laboratory of
Business Administration (ALBA) in Greece. In addition, Mr Nomikos is

a certified accountant, as awarded by the Economic Chamber of Greece.
Mr Nomikos is a member of the Audit Committee of Philip Morris CR a.s.
since April 29, 2011.

Johannis van Capelleveen, member of the Audit Committee
Contact address: Philip Morris CR a.s., Karlovo nam. 10, 120 00 Prague

Mr van Capelleveen studied economics with focus on accounting

and auditing at the University of Amsterdam and was also awarded an
LL.M. degree by the University of London. He is a member of several
professional organizations, including the Royal Dutch Institute of Chartered
Accountants and the Chamber of Tax Advisors of the Czech Republic.
From 1984 to 1993 he worked as an assistant-auditor for Ernst & Young

in the Netherlands and in Prague. He then worked as an independent
accounting consultant and in the years 1996 - 1997 as an auditor with
Hermann Hemmelrath & Partner in Prague. From 1997 until 2009 he

held various positions in the tax department of Coopers & Lybrand/
PricewaterhouseCoopers in Prague. Since 2009 he worked as a tax
adviser at PRK ECOVIS Prague, which tax department later merged with the
tax department of BDO. Mr van Capelleveen commenced business as an
independent tax adviser since September 2010.

Mr van Capelleveen is a member of the Audit Committee of

Philip Morris CR a.s. since April 30, 2010.
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