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Consolidated Highlights

(in CZK million)
Obdobi kongéici 30. ¢ervna 2017 2016 Zména v % Period ended June 30 2017 2016 Changein %
Trzby bez spotiebni dané a DPH 5777 5399 7,0 Revenues, net of excise tax and VAT 5777 5399 7.0
Provozni zisk 2011 1632 23,2 Profit from operations 2011 1632 23.2
Zisk pred zdanénim 2006 1628 23,2 Pre-tax income 2006 1628 23.2
Cisty zisk 1643 1318 24,7 Net income 1643 1318 24.7
Zisk na akcii (K&) 598 480 Earnings per share (CZK) 598 480

Shipments per Segment
(in million units’ equivalent)’

Obdobi kongéici 30. ¢ervna 2017 2016 Zména v % Period ended June 30 2017 2016 Changein %
Ceska republika 4358 4446 -2,0 Czech Republic 4358 4446 (2.0)
Slovensko 1978 1929 2,5 Slovakia 1978 1929 2.5
Celkem 6336 6375 -0,6 Total 6336 6375 (0.6)
'Odbyt véetné ostatnich tabakovych produktd, jako jsou cigarillos, tabak pro ruéni 'Shipments include other tobacco products such as cigarillos, tobacco for make-
vyrobu cigaret (0,73 g je ekvivalentem jedné cigarety) a vice-objemovy tabak your-own cigarettes (0.73 g is equivalent to 1 cigarette) and volume tobacco for
pro ruéni vyrobu cigaret (0,60 g je ekvivalentem jedné cigarety), jakoz i tabakové make-your-own cigarettes (0.60 g is equivalent to 1 cigarette), as well as heated

napiné HEETS FROM MARLBORO. tobacco units HEETS FROM MARLBORO.
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Report of the Board of Directors

Spoleénost Philip Morris CR a.s. je prednim vyrobcem a prodejcem
tabakovych vyrobki v Ceské republice. Dospélym kufakdm nabizi
oblibené mezinarodni a domaci znacky cigaret, jako jsou Marlboro,
L&M, Philip Morris, Chesterfield, Petra Klasik a Sparta, ve vice nez 50
variantach v riiznych cenovych urovnich.

Philip Morris CR a.s. je rovnéz distributorem bezdymnych tabakovych
vyrobkd HEETS FROM MARLBORO, zarizeni IQOS a s nimi souvisejiciho
prislusenstvi v Ceské republice. Zafizeni IQOS je systém urdeny

k zahfivani tabaku, ktery obsahuje elektronicky drzak pouzivany se
specialné navrzenymi tabakovymi naplnémi HEETS FROM MARLBORO.
Zarizeni produkuje paru obsahujici nikotin, a protoze je tabak v zarizeni
zahrivan, nikoliv spalovan, hodnoty skodlivych chemikalii jsou ve srovnani
s cigaretovym koufem vyrazné nizsi.

Philip Morris CR a.s. je spoleénosti ve skupiné Philip Morris International
Inc. (,PMI“). Philip Morris CR a.s. vlastni 99% obchodni podil v dcefiné

spolecnosti Philip Morris Slovakia s.r.0., ktera je registrovana na Slovensku.

Tato zprava vychazi zejména z konsolidované Ucetni zavérky spole¢nosti
Philip Morris CR a.s. a Philip Morris Slovakia s.r.o., ktera byla sestavena

v souladu s Mezinarodnimi standardy uc¢etniho vykaznictvi ve znéni prijatém
Evropskou unii.

Konsolidované trzby bez spotrebni dané a DPH ve vysi 5,8 miliardy K¢ se
zvysily 0 7,0 % v prvnim pololeti 2017 v porovnani se stejnym obdobim roku
2016, a to zejména v dusledku pfiznivého vyvoje cen v Ceské republice

a na Slovensku, odrazejiciho zvyseni prodejnich cen spole¢nostmi

Philip Morris CR a.s. a Philip Morris Slovakia s.r.o. v letech 2016 a 2017.
Pfi vylouceni vlivu ménového kurzu se konsolidované trzby bez spotfebni
dané a DPH zvysily 0 7,2 %.

Zisk z provozni ¢innosti ve vysi 2,0 miliardy K& vzrostl o 23,2 % v prvnim
pololeti 2017 v porovnani se stejnym obdobim roku 2016, a to zejména
v dUsledku pfiznivého vyvoje cen v Ceské republice a na Slovensku. Pfi
vylouceni vlivu ménového kurzu vzrostl zisk z provozni ¢innosti 0 23,4 %.

Zisk pred zdanénim ve vysi 2,0 miliardy K¢& vzrostl 0 23,2 % v prvnim
pololeti 2017 v porovnani se stejnym obdobim roku 2016, a to z divodu jiz
zminénych vyse.

Cisty zisk ve vysi 1,6 miliardy K& vzrostl o 24,7 % v prvnim pololeti 2017

v porovnani se stejnym obdobim roku 2016 z divod zminénych vyse, coz
bylo ¢astecné eliminovano vyssi dani z pfijmu.

Mid-year Report 2017

Philip Morris CR a.s. is the largest manufacturer and marketer of tobacco
products in the Czech Republic, providing adult smokers with popular
international and local brands such as Marlboro, L&M, Philip Morris,
Chesterfield, Petra Klasik and Sparta in more than 50 variants across
different price segments.

Philip Morris CR a.s. is also a distributor of smoke-free tobacco products
HEETS FROM MARLBORO and /QOS devices and related accessories

in the Czech Republic. IQOS is a tobacco heating system that includes

an electronic holder that is used with specially designed heated tobacco
sticks HEETS FROM MARLBORO. The device delivers a nicotine-containing
vapor, and because the tobacco is heated and not burned, the levels

of harmful chemicals are significantly reduced compared to cigarette smoke.

Philip Morris CR a.s. is an affiliate of Philip Morris International Inc. (“PMI”).
Philip Morris CR a.s. holds a 99% interest in Philip Morris Slovakia s.r.o.
registered in Slovakia.

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.

Consolidated Financial Results

Consolidated revenues, net of excise tax and VAT, of CZK 5.8 billion
increased by 7.0% in the first half of 2017 compared to the same period

in 2016, primarily due to favorable pricing in the Czech Republic and
Slovakia, reflecting the impact of price increases implemented by

Philip Morris CR a.s. and Philip Morris Slovakia s. r. 0. in 2016 and 2017.
Excluding the impact of currency, consolidated revenues, net of excise tax
and VAT, increased by 7.2%.

Profit from operations of CZK 2.0 billion increased by 23.2% in the

first half of 2017 versus the same period in 2016, primarily reflecting
favorable pricing in the Czech Republic and Slovakia. Excluding the impact
of currency, profit from operations increased by 23.4%.

Pre-tax income of CZK 2.0 billion increased by 23.2% in the first half
of 2017 versus the same period in 2016 reflecting the items noted above.

Net income of CZK 1.6 billion increased by 24.7% in the first half of 2017
versus the same period in 2016 reflecting the items noted above, partially
offset by higher income tax expense.



Trzby v tuzemsku bez spotiebni dané a DPH se zvysily o0 8,5 % v prvnim
pololeti 2017 v porovnani se stejnym obdobim roku 2016 na 3,0
miliardy K¢, a to zejména v dusledku pfiznivého vyvoje cen ve vysi

272 miliont K¢, odrazejiciho zvyseni prodejnich cen spolecnosti Philip
Morris CR a.s. v letech 2016 a 2017, jehoz ptinos se projevil v nartstu
trzeb predevsim v prvnim pololeti roku 2017. Tento nartst byl ¢aste¢né
eliminovan nepfiznivym vyvojem objemu prodeji a miry zastoupeni
jednotlivych znacek v prodejich ve vysi 35 milionl K¢.

Celkovy trh cigaret v Ceské republice vzrostl o odhadovanych 1,3 %
v prvnim pololeti 2017 v porovnani se stejnym obdobim roku 2016
na 10,0 miliard kusu cigaret, a to zejména v dlsledku priznivého vlivu
sezénnosti a pokracujici priznivé ekonomickeé situace.

Podle maloobchodniho prizkumu agentury Nielsen Company (Europe) Sarl
trzni podil u cigaret spoleénosti Philip Morris CR a.s. zlstal stejny ve vysi
45,8 %?2 v prvnim pololeti 2017 v porovnani se stejnym obdobim roku 2016,
pokracujici rist trzniho podilu znacek Marlboro, L&M and Chesterfield

byl pIné kompenzovan nizsim podilem mistnich znac¢ek. Znacka Marlboro
tézila zejména z variant Marlboro Big a Maxi packs. RUst znacky L&M

byl podporen Uspésnym uvedenim varianty L&M Loft 2 in 1, cigarety

v uzsim formatu s kapsli uvnit filtru. Rst znacky Chesterfield byl zejména
podporen Uspésnymi variantami Chesterfield Big a Maxi packs.

Objem domaciho odbytu spoleénosti Philip Morris CR a.s. se snizil 0 2,0 %
v prvnim pololeti 2017 v porovnani se stejnym obdobim roku 2016 na

4,4 miliardy kust zejména z divodu zvyseni spotiebni dané v roce 2017,
ktera byla zohlednéna v prodejnich cenach maloobchodu.

45,8

6,1 11,4 28,3 6,1 111 28,6

1. pol. 2017
H1 2017

45,8

1. pol. 2016
H1 2016

Trzby spolec¢nosti Philip Morris Slovakia s.r.o. bez spotfebni dané a DPH se
v mistni méné zvysily o 6,5 % v prvnim pololeti 2017 v porovnani se stejnym
obdobim roku 2016 na 51,9 milionu eur, pfedevsim v dlsledku pfiznivého
vyvoje cen ve vysi 2,2 milionu eur odrazejiciho zvyseni prodejnich cen
spolecnosti Philip Morris Slovakia s.r.o. v roce 2017, a dale byly podporeny
pfiznivym vyvojem objemu prodejd a miry zastoupeni jednotlivych znacek

v prodejich ve vysi 1,0 milionu eur.

2Podily jednotlivych cenovych segmentu za prvni pololeti roku 2016 byly upraveny
z duvodu zmén v maloobchodnim panelu, ve kterém agentura Nielsen Company
(Europe) Sarl provadi vyzkum, a z divodu pfesunu nékterych variant cigaretovych
znacek mezi cenovymi segmenty v prubéhu roku 2017.
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Business in the Czech Republic

Domestic revenues, net of excise tax and VAT, increased by 8.5% in the
first half of 2017 versus the same period in 2016 to CZK 3.0 billion, mainly
driven by favorable pricing of CZK 272 million, reflecting the impact of price
increases implemented by Philip Morris CRa.s. in 2016 and 2017, the
benefit of which was realized in the first half of 2017, partially offset by
unfavourable volume/mix of CZK 35 million.

The total cigarette market in the Czech Republic increased by an estimated
1.3% in the first half of 2017 versus the same period in 2016 to 10.0 billion
units, driven by stronger seasonality and a solid economic environment.

According to the retail audit research conducted by the Nielsen Company
(Europe) Sarl, the cigarette market share of Philip Morris CR a.s. remained
flat at 45.8%?2 in the first half of 2017 versus the same period in 2016,

good performance of Marlboro, L&M and Chesterfield was fully offset by
the decline of local brands. Marlboro performance benefited from good
performance of Marlboro Big and Maxi packs. L&M'’s growth was mainly
driven by the strong performance of L&M Loft 2 in 1, a slimmer diameter
capsule product. Chesterfield benefited mainly from the solid performance
of Chesterfield Big and Maxi packs.

Domestic shipments of Philip Morris CR a.s. decreased by 2.0% in the first
half of 2017 compared to the same period in 2016 to 4.4 billion units driven
mainly by the impact of the excise tax increase in 2017, reflected in retail
selling prices.

Market Share by Price Segment in the Czech Republic (%)?

Stredni Levny
Medium Low

Prémiovy
Premium

Zdroj: Nielsen Company (Europe) Sarl, Philip Morris CRa.s. (cenova segmentace)

Source: Nielsen Company (Europe) Sarl, Philip Morris CR a.s. (price segmentation)

Business in Slovakia

Philip Morris Slovakia s.r.o. revenues, net of excise tax and VAT, increased
in local currency terms by 6.5% in the first half of 2017 versus the same
period in 2016 to EUR 51.9 million, primarily driven by favorable pricing

of EUR 2.2 million, reflecting the impact of price increases implemented by
Philip Morris Slovakia s.r.o. in 2017 as well as favorable volume/mix of EUR
1.0 million.

22016 price segment shares were restated due to changes in Nielsen Company
(Europe) Sarl’s retail audit panel, as well as the price repositioning of some
cigarette brand variants during 2017.
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Celkovy trh cigaret na Slovensku vzrostl o odhadovanych 4,2 % v prvnim
pololeti 2017 v porovnani se stejnym obdobim roku 2016 na 3,5 miliard
kusU cigaret. Narust odrazi ptiznivou ekonomickou situaci.

Podle maloobchodniho prizkumu agentury Nielsen Company (Europe) Sarl
se snizil trzni podil spole¢nosti Philip Morris Slovakia s.r.o. 0 0,7 procentniho
bodu v prvnim pololeti 2017 v porovnani se stejnym obdobim roku 2016

z 57,4 % na 56,7 %°. Tento pokles byl zejména zplsoben poklesem trzniho
podilu mistnich znacek a ¢astec¢né eliminovan nariistem podilu znacky L&M.
Rust znacky L&M byl zejména podporen pokracujicim uspéchem varianty
L&M Loft 2 in 1, cigarety v uzsim formatu s kapsli uvnitr filtru.

Objem domaciho odbytu spolec¢nosti Philip Morris Slovakia s.r.o. se zvysil
0 2,5 % v prvnim pololeti 2017 v porovnani se stejnym obdobim roku 2016
na 2,0 miliardy kusu cigaret z diivodu vyssiho rlstu celkového trhu, coz
bylo ¢astecné eliminovano nizsim trznim podilem, jak je uvedeno vyse.

In the first half of 2017, the total cigarette market in Slovakia increased
by an estimated 4.2% versus the same period in 2016 to 3.5 billion units,
reflecting solid economic conditions.

According to the retail audit research conducted by the Nielsen Company
(Europe) Sarl, the cigarette market share of Philip Morris Slovakia s.r.o.
decreased by 0.7 share points from 57.4% in the first half of 2016 to
56.7%?2 in the same period in 2017, primarily due to the decline of local
brands, partially offset by the strong performance of L&M. L&M'’s growth
was driven by the continued success of L&M Loft 2 in 1 in the segment
of slimmer diameter capsule product.

In the first half of 2017, the shipments of Philip Morris Slovakia s.r.o.
increased by 2.5% compared to the same period in 2016, to 2.0 billion
units, reflecting higher total market, partially offset by lower market share as
described above.

57,4 56,7

i |
9,9 & 42,5 8,4 Iﬂ 42,2

1. pol. 2016 1. pol. 2017
H1 2016 H1 2017

Trzni podil dle cenovych segmenti na Slovensku (%)3
Market Share by Price Segment in Slovakia (%)

Stredni Levny
Medium Low

Prémiovy
Premium

Zdroj: Nielsen Company (Europe) Sarl, Philip Morris Slovakia s.r.o. (cenova segmentace)

Source: Nielsen Company (Europe) Sarl, Philip Morris Slovakia s.r.o. (price segmentation)

Vyrobni sluzby

V prvnim pololeti 2017 trzby za vyrobni sluzby dosahly 1,3 miliardy K¢.

Spotiebni dan

Dle smérnice Rady 2011/64/EU o struktufe a sazbach spotiebni dané
z tabakovych vyrobkd, ktera kodifikuje zmény zavedené smérnici Rady
2010/12/EU, musi byt spotiebni dan na tabakove vyrobky v ¢lenskych
statech EU od 1. ledna 2014 v souladu s novymi pozadavky, véetné
minimalni vyse spotrebni dané ve vysi 90 eur na 1 000 kusu cigaret, bez
ohledu na prodejni cenu.

Za uc¢elem dosazeni minimalni miry zdanéni dle pozadavkd smérnice

EU ptijal ke konci roku 2015 Parlament Ceské republiky zakon

¢. 315/2015 Sb.*, kterym se méni zakon ¢. 353/2003 Sb., o spotiebnich
danich, jimz se zavedl tfilety plan zvySovani sazeb spotiebni dané

z tabakovych vyrobkd pro roky 2016 az 2018.

3Podily jednotlivych cenovych segmentu za prvni pololeti roku 2016 byly upraveny
z divodu zmén v maloobchodnim panelu, ve kterém agentura Nielsen Company
(Europe) Sarl provadi vyzkum, a z duvodu pfesunu nékterych variant cigaretovych
znacek mezi cenovymi segmenty v pribéhu roku 2017.

4Zakon ¢. 315/2015 Sb. ze dne 11. listopadu 2015, kterym se méni zakon €.
353/2003 Sb., o spotiebnich danich, ve znéni pozdéjsich predpisd.
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Manufacturing Services

In the first half of 2017 the revenues from manufacturing services reached
CZK 1.3 billion.

Excise Tax

Pursuant to EU Tobacco Tax Directive 2011/64/EU, which codifies the
changes introduced by Council Directive 2010/12/EU, the excise tax

on tobacco products in EU Member States must be aligned with the new
requirements, including the minimum excise tax yield of EUR 90 per 1000
cigarettes on all cigarettes from January 1, 2014.

In order to comply with the EU minima in the years to come, the

Czech Parliament adopted Act no. 315/2015 Coll.* amending Act no.
353/2003 Coll. on excise taxes in 2015, introducing a three-year roadmap
increasing tobacco excise tax rates in each of the three years 2016-2018.

32016 price segment shares were restated due to changes in Nielsen Company
(Europe) Sarl’s retail audit panel, as well as the price repositioning of some
cigarette brand variants during 2017.

“Act no. 315/2015 Coll. of November 11, 2015, amending Act. no. 353/2003 Coll.
on excise taxes, as amended.



Rok 2017 je jiz druhym rokem, kdy je trilety plan G¢inny. Dle tohoto planu
vzrostla od 1. ledna 2017 pevna (specificka) ¢ast sazby spotifebni dané

0 30 Ké na 1420 K¢ na 1000 cigaret. Minimalni sazba spotrebni dané

z cigaret vzrostla 0 50 K¢ na 2570 K¢ na 1000 cigaret. Procentni ¢ast
(valoricka slozka) se v letech 2017 az 2018 neméni a zUstava na urovni

27 %. Sazba spotrebni dané z tabaku ke koureni vzrostla na 2185 K¢ za

1 kg. Zvys$ovani spotiebni dané je doplnéno tfimési¢ni IhGtou od nabyti
ucinnosti nové sazby dané, do kdy mohou byt cigarety, opatfrené tabakovou
nalepkou se starou sazbou, doprodavany koneénému spotrebiteli.

S uc¢innosti od 1. ledna 2018 dojde dle schvaleného triletého planu k dalsimu
zvySeni danovych sazeb. Pevna ¢ast sazby spotiebni dané bude zvysena

o dalsich 40 K¢ na 1460 K¢ na 1000 cigaret. Minimalni sazba spotfebni
dané z cigaret vzroste o dalSich 60 K& na 2630 K¢ na 1000 cigaret. Sazba
spotiebni dané z tabaku ke koureni vzroste na 2236 K¢ za 1 kg.

Na Slovensku byl schvalen trilety danovy plan od roku 2017 do roku

2019, a to prostfednictvim novely zakona ¢. 106/2004 Sb., o spotfebni
dani z tabakovych vyrobk, publikované jako zakon ¢. 296/2016 Sb°.

Od 1. unora 2017 pevna sazba dané na cigarety vzrostla z 59,50 EUR

na 61,80 EUR za tisic cigaret; sazba minimalni dané z cigaret se zvysila

7z 91,00 EUR na 96,50 EUR za tisic kusU; zatimco procentni sazba zlstava
nezménéna; sazba dané za tabak ke koureni vzrostla ze 71,11 EUR na
73,90 EUR za 1 kilogram. Dalsi zvySovani sazeb je schvaleno s uc¢innosti
od 1. tnora 2019, kdy je pevna sazba dané z cigaret stanovena na Uroven
64,10 EUR za tisic cigaret, minimalni sazba dané z cigaret na 100,10 EUR
za tisic kusu a sazba z tabaku ke koufeni na 76,70 EUR za 1 kilogram. Vyse
uvedené zmény sazeb jsou doprovazeny jednomési¢nim terminem pro
doprodej cigaret a osmimési¢nim terminem pro doprodej tabaku ke koureni
jako opatreni proti predzasobeni.

Dale s uc¢innosti od 1. kvétna 2017 novelizovany zakon zaved| dariovou
kategorii pro bezdymové tabakové vyrobky, které se nespotiebovavaji
spalovanim (s vyjimkou Snupavého a zvykaciho tabaku). Danovou bazi
pro jejich zdanéni je hmotnost tabaku ve vyrobku a sazba odpovida
dani na tabak ke koufeni (tj. 73,90 EUR za 1 kilogram od 1. tinora 2017
a 76,70 EUR za 1 kilogram od 1. nora 2019).

Dnem 31. kvétna 2017 nabyl uginnosti v Ceskeé republice novy zakon

¢. 65/2017 Sb., o ochrané zdravi pred $skodlivymi U¢inky navykovych
latek. Zakon reguluje prodej tabakovych vyrobkd, kufackych pomucek,
bylinnych vyrobku uréenych ke koufeni a elektronickych cigaret a také
zahrnuje rozsahly zakaz koureni. Ten plati naptiklad v restauracich, uvnitf
zdravotnickych zafizeni, na zastavkach, v pristiescich, ¢ekarnach a vozech
meéstské hromadné dopravy, rovnéz uvnitf kin i divadel a ve $kolach.
Pouzivani elektronickych cigaret je v restauracich, barech a kavarnach
povoleno. Dle vyjadieni Ministerstva zdravotnictvi CR je na nasi inovativni
technologii (elektronické zafizeni IQOS), ktera zahfiva specialné navrzené
bezdymné tabakové napiné HEETS FROM MARLBORO, v tuto chvili
pohlizeno jako na elektronickou cigaretu.

Philip Morris CR a.s. a Philip Morris Slovakia s.r.o. podporuji komplexni
a ucinnou regulaci tabakovych vyrobku zaloZzenou na principu snizovani
Skodlivosti.

5Zakon ¢. 296/2016 Sb. z 12. fijna 2016 pozmériujici zakon ¢. 106/2004 Sb.,
o spotiebni dani z tabakovych vyrobkd.
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Year 2017 is the second year when the three-year roadmap is effective.
According to the roadmap, the specific component of the cigarette

tax rate increased by CZK 30 to CZK 1420 per 1000 cigarettes as

of January 1, 2017. The minimum tax rate on cigarettes increased by

CZK 50 to CZK 2570 per 1000 cigarettes. The ad-valorem component
remains at the level of 27% in both 2017 and 2018. The fine cut tobacco
excise tax rate increased to CZK 2 185 per 1 kg. The excise tax increases
are accompanied by a three-month retail sell-by-date anti-forestalling
regulation applicable to cigarettes only.

As of January 1, 2018, there will be another tax increase according to

the three-year roadmap. The specific component of the excise tax rate

on cigarettes will be further increased by CZK 40 to CZK 1460 per 1000
cigarettes. The minimum tax rate on cigarettes will be increased by another
CZK 60 to CZK 2630 per 1000 cigarettes. The tax rate on fine-cut
tobacco will be increased to CZK 2236 per 1 kg.

In Slovakia, Amendment to Act no. 106/2004 Coll. on Tobacco Excise

Tax was adopted and published as Act no. 296/2016 Coll.® introducing

a three-year fiscal roadmap from 2017 to 2019. As of February 1, 2017,
specific excise rate for cigarettes increased from 59.50 EUR to 61.80 EUR
per 1000 cigarettes; minimum excise rate for cigarettes increased from
91.00 EUR to 96.50 EUR per 1000 cigarettes; while the ad-valorem
component remains unchanged; fine cut tobacco excise tax rate increases
from 71.11 EUR to 73.90 EUR per 1 kg. Additional increase has been
legislated for February 1, 2019, when specific component for cigarettes

is set at the level of 64.10 EUR per 1 000 cigarettes, minimum excise tax
rate for cigarettes at the level of 100.10 EUR per 1 000 cigarettes and fine
cut tobacco excise tax rate at 76.70 EUR per 1 kg. The above mentioned
excise tax increases are accompanied by a one-month retail sell-by-date
anti-forestalling regulation for cigarettes and eight-month for fine-cut tobacco.

Additionally, effective as of May 1, 2017, the amended Act introduced
excise tax for smokeless tobacco products not consumed through

a process of combustion (excluding nasal and chewing tobacco). The
taxable base for smokeless tobacco products is the weight of tobacco in
the smokeless tobacco product and the excise tax rate will correspond
to the excise tax rate for fine cut tobacco (i.e. 73.90 EUR per 1 kg as

of February 1, 2017, and 76.70 EUR per 1 kg as of February 1, 2019).

Strong and Effective Regulation

New Act no. 65/2017 Coll. on the protection of health from harmful
effects of addictive substances entered into effect on May 31, 2017 in the
Czech Republic. The Act regulates sales of tobacco products, smoking
accessories, herbal products for smoking and electronic cigarettes and
also introduces a comprehensive smoking ban. The smoking ban applies
e.g. in restaurants, inside of medical facilities, at platforms, shelters,
waiting rooms and vehicles of public transportation, also inside of cinemas
or theatres and at schools. Use of e-cigarettes is allowed in restaurants,
bars and cafes. According to the Ministry of Health of the Czech Republic,
1QOS together with HEETS FROM MARLBORQO is currently regarded as an
electronic cigarette for the purposes of the Act.

Philip Morris CR a.s. and Philip Morris Slovakia s.r.o0. support comprehensive
regulation of tobacco products based on the principle of harm reduction.

%Act no. 296/2016 Coll. of 12 October 2016 amending Act no. 106/2004 Coll. On
excise taxes on tobacco products.
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Dobre znama rizika koureni vedla regula¢ni organy k zavedeni vétsiho
mnozstvi omezeni a vys$si spotrebni dané na cigarety, nez je tomu u jinych
spotiebnich vyrobkl. Neni absolutné zadna pochybnost o tom, Ze tabakové
vyrobky musi podléhat pfisnym pravidlim a regulaci. Prokazali jsme, ze
uznavame pravomoc vlad pti ochrané verejného zdravi.

Vzdy jsme se dlrazné branili proti regulacnim opatfenim, napfiklad tém,
ktera odstranuji uvedeni znacky z nasich krabicek cigaret a ktera nuti
zakazniky volit mezi produkty, jez vypadaji témér identicky. Nadale jsme
presvédceni, ze jednotné baleni zachazi s dospélymi kuraky tak, jako by
nebyli schopni prijmout své vlastni rozhodnuti.

Pracujeme na vytvoreni budoucnosti bez koure a nase priority se méni.
Technologie, kterou jsme my a ostatni vytvofili, umoznuje pfechod trhu

s tabakem a nikotinem smérem k budoucnosti, kde jsou cigarety nahrazeny
méné skodlivymi, ale pfitom uspokojujicimi alternativami bez koure. V tomto
kontextu mohou rozumna regulaéni opatieni, vychazejici z profilu rizika
bezdymnych vyrobkd, v kombinaci s dalsim omezenim cigaret, pomoci
efektivnéji a rychleji fesit poskozeni zplsobena koufenim, jednotné baleni
a dalsi tradi¢ni regulacni opatfeni.

Regulace by méla pokracovat, aby odrazovala lidi od toho, aby zacali koufit,
a povzbuzovala je k tomu, aby koufit prestali. Je rovnéz ziejmé, ze miliony
muzu a zen budou nadale koufit, a tak by mély dostat pfilezitost prejit na
lepsi alternativy.

Smeérnice o tabakovych vyrobcich vstoupila v platnost dne 19. kvétna 2014
napfi¢ zemémi Evropské unie. V Ceské republice byla Smérnice

o tabakovych vyrobcich transponovana prostrednictvim zakona

¢. 180/2016 Sb., ktery novelizuje zakon ¢. 110/1997 Sb., o potravinach
a tabakovych vyrobcich, a dalsich souvisejicich zakon( a také provadéci
vyhlasky ¢. 261/2016 Sb. Oba pravni predpisy nabyly u¢innosti dnem

7. zafi 2016. U nékterych zmén smérnice dovoluje delsi prechodné
obdobi pro dosazeni souladu s novou regulaci. Cigarety a tabak ke
koureni, které nebyly v souladu s novou legislativou, mohly byt prodavany
do 7. prosince 2016, zatimco cigarillos, doutniky a elektronické cigarety
mohly byt prodavany do 20. kvétna 2017. Mentolové cigarety, véetné
cigaret s mentolovymi kapslemi, mohou byt v Ceské republice prodavany
do 20. kvétna 2020.

Nova pravni Uprava zavedla pravidla tykajici se, mimo jiné, vyroby

a prodeje tabakovych vyrobkil, jakoZ i regula¢ni ramec pro komercializaci
elektronickych cigaret a novych tabakovych vyrobk(. Kromé toho nova
legislativa obsahuje dalsi opatreni, jako jsou zvétSena zdravotni varovani
pokryvajici 65 % hlavnich stran cigaretovych krabi¢ek, povinné hlaseni

o obsazenych prisadach, zakaz pouzivani charakteristickych prichuti pfi
vyrobé tabakovych vyrobk jinych nez mentol, stejné jako novy soubor
pozadavku tykajicich se sledovatelnosti a dohledatelnosti tabakovych
vyrobku s cilem zvysit G¢innost prevence nelegalniho obchodu. Evropska
smérnice o tabakovych vyrobcich dale reguluje elektronické cigarety jako
spotrebni zbozi spiSe nez jako Ié¢ivé pripravky. Pokud elektronické cigarety
spliuji definici 1éCivych pripravku, vztahuji se na né jiné predpisy EU.

Na Slovensku byla Smérnice EU o tabakovych vyrobcich transponovana
do mistniho pravniho rfadu s u¢innosti od 20. kvétna 2016 zakonem

¢. 89/2016 Sb.%, o vyrobé, oznac¢ovani a prodeji tabakovych vyrobki

a souvisejicich vyrobk( a zméné a doplnéni nékterych zakona.

6Zakon ¢. 89/2016 Sb. z 25. listopadu 2015, o vyrobé, oznacovani a prodeji
tabakovych vyrobki a souvisejicich vyrobki a zméné a doplnéni nékterych zakondu.
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The well-known risks of smoking have led regulators to impose more
restrictions and higher excise taxes on cigarettes than applied to any other
consumer product. There is absolutely no doubt that tobacco products
should be subject to strict rules and enforcement. Our record shows that
we respect government’s authority in protecting public health.

At times, we have forcefully objected to regulations, such as those that remove
branding from our cigarette packages and that force consumers to choose
among products that look nearly identical. We still believe that plain packaging
inappropriately treats adult smokers as unable to make their own decisions.

As we work to design a smoke-free future, our priorities are changing.
Technology that we and others have developed makes it possible to shift
the tobacco and nicotine market towards a future in which cigarettes are
replaced by less harmful, yet satisfying, smoke-free alternatives. In this
context, sensible, risk-based regulation of smoke-free products, combined
with further restrictions on cigarettes, can help address the harm caused
by smoking more effectively - and faster - than plain packaging and other
traditional regulatory measures.

Regulations should continue to dissuade people from starting to smoke and
encourage cessation. But it is equally clear that millions of men and women
will continue to smoke, and they should have the opportunity to switch

to better alternatives.

Tobacco Products Directive

Across the EU, the Tobacco Product Directive entered into force

on May 19, 2014. In the Czech Republic, Act no. 180/2016 Coll. amending
Act no. 110/1997 Coll. on foodstuffs and tobacco products and other
related laws together with Decree no. 261/2016 Coll., which transpose the
EU Tobacco Product Directive, entered into effect on September 7, 2016.
For certain changes, the Directive allowed longer transitional periods

to comply with the new regulation. Cigarettes and fine cut products not
compliant with the new legislation were allowed to be sold until December
7, 2016. Cigarillos, cigars and electronic cigarettes can be sold until

May 20, 2017. Mentholated cigarettes, including menthol capsules, are
allowed to be marketed until May 20, 2020.

The new legislation introduced new rules on - among others -
manufacturing and sales of tobacco products, as well as a regulatory
framework for the commercialization of e-cigarettes and novel tobacco
products. In addition, the new legislation includes other measures

such as enlarged health warnings covering 65% of the main surfaces

of cigarette packs, mandatory reporting on ingredients, a ban on the use
of characterizing flavors in manufacturing of tobacco products, other
than menthol cigarettes, as well as a new set of requirements related

to the tracking and tracing of tobacco products in order to enhance the
effectiveness of illicit trade prevention. Furthermore, the EU Tobacco
Products Directive regulates e-cigarettes as consumer goods rather than
as medicinal products. If e-cigarettes qualify as medicinal products, other
EU rules continue to apply.

In Slovakia, the EU Tobacco Products Directive was transposed

to the Slovak national legislation by Act no. 89/2016 Coll.® on the
manufacture, labelling and sale of tobacco products and related products
and on the amendment and supplement to selected laws, effective

as of May 20, 2016. The cigarettes with health warnings compliant

SAct no. 89/2016 Coll. of 25 November 2015 on the manufacture, labelling and
sale of tobacco products and related products and on the amendment and
supplement to selected laws.



Cigarety se zdravotnim varovanim odpovidajicim zakonu u¢innému pred
20. kvétnem 2016 mohly byt prodavany do 31. srpna 2016 a tabak

a ostatni tabakové vyrobky mohly byt prodavany do 20. kvétna 2017.
Mentolové cigarety véetné cigaret s mentolovymi kapslemi mohou byt
prodavany do 20. kvétna 2020.

Hlavnim faktorem vyvoje ve druhém pololeti roku 2017 je souc¢asna pfizniva
ekonomicka situace v Ceskeé republice. Je viak stale obtizné predvidat
vystaveni naseho byznysu takovym jeviim, mezi které patfi napfiklad prechod
spotrebitell k levnéjsim znackam cigaret a tabakovym alternativam nebo
zvy$ena mira nelegalnich prodejt. Postupné a mirné zvySovani spotrebnich
dani zmirnuje nékteré nejistoty, které mohou ovlivnit nasi obchodni ¢innost.
VySe sazeb spotiebni dané zlistava ve druhé poloviné roku 2017 beze zmény,
tj. v souladu s tfiletym planem zvySovani sazeb spotiebni dané z tabakovych
vyrobk, stanovenym zakonem ¢. 315/2015 Sb., podle kterého by mélo dojit
k dal$imu zvyseni sazeb dané az k 1. lednu 2018.

Vzhledem ke konani parlamentnich voleb v terminu 20. a 21. fijna 2017
Ize o¢ekavat, ze jiz do konce roku 2017 nedojde k vyraznym zménam
v nastaveni regulatorniho prostredi v Ceskeé republice.

Novym faktorem, ktery by mohl mit vliv na predvidatelnost budouci
hospodarské a finanéni situace, je ukonéeni kurzového zavazku Ceské
narodni banky v dubnu roku 2017. Zavazek platil od listopadu roku 2013.
Ve druhém pololeti roku 2017 tak Ize ocekavat vétsi kurzovou volatilitu.

Pokrac¢ujeme v implementaci planovanych iniciativ zamérenych na zvyseni
produktivity s cilem Fidit nase naklady efektivné.

Elektronické zafizeni IQOS spole¢né se specialné navrzenymi tabakovymi
naplnémi HEETS FROM MARLBORO bylo uvedeno na trh v Ceské
republice a pod nazvem HEETS na Slovensku. Hospodarskeé vysledky
reflektujici uvedeni téchto vyrobkd na trh budou zvefejnény ve vyroéni
zpravé spole¢nosti Philip Morris CR a.s. za rok 2017.

Stanovili jsme si ambiciozni cile udrzitelnosti a dosahli jsme velkého
pokroku. Patfime mezi Spickové, rychle se rozvijejici spolecnosti

s rychloobratkovym zbozim, co se ty¢e nasi ekologické stopy. Poc¢inaje
zplsobem, kterym si zajistujeme dodavky tabakovych listt, az po to, jak
vyrabime a distribuujeme cigarety.

Usilujeme o udrzitelnost, a proto se do centra nasich snah dostava nas
hlavni produkt. Délame totiz néco odvazného - chceme nahradit cigarety
méné skodlivymi alternativami ke koureni, abychom jednoho dne dosahli
eliminace $kod zplsobenych koufenim cigaret. Nase usili o udrzitelnost se
dotyka vSech ¢lankl naseho retézce - od zemédélcu, ktefi péstuji tabak,
az po spotrebitele, ktefi si vybiraji nase vyrobky.

Kromé toho podporujeme vymahani dodrzovani pravnich predpist,
které stanovuji minimalni vék pro prodej tabakovych vyrobki, a uzce
spolupracujeme s maloobchodniky a ostatnimi partnery pfi realizaci
programd zamérenych na prevenci koufeni mladistvych.
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with the legislation effective before May 20, 2016 could be sold until
August 31, 2016 and fine cut tobacco and other tobacco products could
be sold until May 20, 2017. Mentholated cigarettes, including menthol
capsules, can be marketed until May 20, 2020.

Expected economic and financial situation

The current favourable economic situation in the Czech Republic remains
the main factor of positive development for the second half of 2017.
However, it is still difficult to predict any potential exposure to consumer
down-trading to cheaper cigarettes and other tobacco alternatives, or

to an increase in illicit trade. Gradual and moderate excise tax increases
tend to mitigate some uncertainties that could affect our business. Tobacco
tax rates remain unchanged in the second half of the year 2017, therefore
consistent with the three-year roadmap of increasing tobacco excise tax
rates, stipulated by Act no. 315/2015 Coll., according to which the tax
rates should increase further as of January 1st, 2018.

Due to the upcoming parliamentary elections on 20" and 21 October 2017
it is to be expected that by the end of 2017 there will be no significant
changes in the regulatory environment in the Czech Republic.

A new factor, which might affect the predictability of the future economic
and financial situation, is the end of the exchange rate commitment of the
Czech National Bank in April 2017. The commitment was introduced in
November 2013. A greater exchange rate volatility could be thus expected
in the second half of 2017.

We remain committed to continuing to implement our planned productivity
initiatives to manage our cost base.

1QOS electronic device together with specially designed smokeless tobacco
sticks HEETS FROM MARLBORO in the Czech Republic and HEETS in
Slovakia has just been launched in the two markets. First business results
concerning this launch will be reported in the 2017 Annual Report.

Sustainability and Social Responsibility

We have set ambitious sustainability targets and have made great progress.
We're among the top fast-moving consumer goods companies in terms

of our environmental footprint, starting from the way we source tobacco leaf
to how we manufacture and distribute cigarettes.

We are now putting our core product at the center of our sustainability
efforts by doing something dramatic - replacing cigarettes with less harmful
alternatives to smoking - to one day eliminate the harm caused by smoking
cigarettes. Our sustainability efforts touch on every aspect of our value
chain - from the farmers who grow tobacco right through to the consumers
who choose our products.

Furthermore, we support the strict enforcement of laws that set a minimum
age to purchase tobacco products and work closely with retailers and other
partners to implement youth smoking prevention programs.

In 2017, Philip Morris Slovakia s.r.o. continued to support the youth
smoking prevention program “Age Matters”, launched in 1998. The
objective of this program is to prevent the access of minors to tobacco
products by encouraging retailers to comply with minimum age legislation
for purchasing tobacco products.
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V roce 2017 Philip Morris Slovakia s.r.o. pokrac¢ovala v podpofe programu
zaméreného na prevenci koureni mladistvych ,,Na véku zalezi“, poprvé
uvedeného v roce 1998. Cilem tohoto programu je zabranit mladistvym

v pristupu k tabakovym vyrobkim prostrednictvim podpory prodejct

v dodrzovani pravniho pozadavku na minimalni vék nakupujiciho.

Philip Morris Slovakia s.r.o. se 30. kvétna 2017 rovnéz pripojila k prvnim
signatarim slovenské Charty Diverzity na podporu riznorodosti
a zaclenovani.

V uplynulych 26 letech spoleénost Philip Morris CR a.s. vyznamné
podporovala charitativni projekty a programy. Podporené charitativni
projekty jsou plné v souladu s kli¢ovymi oblastmi darcovstvi, které
stanovila nase materska spolec¢nost PMI a které definuji charitativni
programy na celém svété. V roce 2017 pokracujeme ve spolupraci se
Slovensko-¢eskym zenskym fondem, ktery se spolu s partnerskymi
organizacemi vénuje podpore prevence domaciho nasili a obchodu

s lidmi. Pokra¢ujeme v dlouhodobé spolupraci s vyznamnymi charitativnimi
organizacemi v Ceskeé republice, jako jsou Nadaéni fond Slunce pro
vSechny a Byznys pro spole¢nost. Podporujeme rovnéz komunitni projekty
zacilené pfimo na oblast nasi pisobnosti, tedy region Kutnohorsko.

Na Slovensku se nase charitativni aktivity zamérovaly na oblast pristupu
ke vzdélani a posilovani role zen. V roce 2017 Philip Morris Slovakia s.r.o.
usporadala sbirku Satstva pro znevyhodnéné spoluobcany z celého
Slovenska a zapojila se do dobrovolnického programu Nase mésto
organizovaného Nadaci Pontis. Spole¢nost také podpofila nékolik
organizaci z riiznych regiont Slovenska, které bojuji proti domacimu nasili
a rozvijeji mladez z etnickych mensin i dalsich znevyhodnénych oblasti.
Philip Morris Slovakia s.r.o. i nadale podporovala komunity, zejména
handicapovanych lidi a osob bez domova.

Je mozné, ze nejriiznéjsi dokumenty vyhotovené Philip Morris CR a.s., jako
jsou napfiklad dokumenty predlozené Ceské narodni bance &i jinym statnim
organtim nebo zpravy akcionarum, tiskové zpravy a zpravy pro investory

na internetu, obsahuiji ustni ¢i pisemna vyjadreni tykajici se o¢ekavani do
budoucna. Tato vyjadreni Ize charakterizovat slovy ,strategie”, ,ocekavani®,
Lvyvoj“, plany”, ,pfedpovédi‘, ,domnénky", ,postoje”, ,odhady", ,umysly*,
Lprojekty”, ,cile”, ,zaméry"“ nebo jinymi slovy podobného vyznamu. Pro tato
vyjadreni je rovnéz charakteristické, ze se nevztahuji vylué¢né na historické
nebo souc¢asné skutecnosti.

Philip Morris CR a.s. nem(ize zarugit, ze jakékoli vyjadieni tykajici se
ocekavani do budoucna se skute¢né naplni, ackoliv jsme presvédceni, ze
vSechny plany a predpovédi vyhotovujeme na zakladé peclivého uvazeni.
Dosazeni budoucich vysledkd muze byt ovlivnéno riziky, nejistotami

a nepresnymi predpoklady. Skute¢né vysledky se proto mohou lisit od
odhadovanych, pfedpovidanych nebo planovanych vysledku, pokud
nastanou znama nebo v sou¢asnosti neznama rizika a nejistoty nebo pokud
se vychozi predpoklady ukazou jako nepresné. Investofi by tato rizika méli
vzit v Uvahu pfi posuzovani vyhledovych sdéleni a investic do cennych
papirt spoleénosti Philip Morris CR a.s.

Prohlasujeme, ze podle naseho nejlepsiho védomi podavaji pololetni
zprava a konsolidovana pololetni zprava vérny a poctivy obraz o finan¢ni
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Philip Morris Slovakia s.r.o. also joined the first signatories of Slovak
Diversity Charter supporting diversity and inclusion on May 30, 2017.

Charitable Giving

Over the past 26 years, Philip Morris CR a.s. has contributed significantly
to charitable activities. Our projects are fully aligned with the key giving
areas that have been identified by our ultimate parent company, PMI,
which guide the company‘s giving programs around the world. In 2017,
we continue our cooperation with the Slovak-Czech Women'’s Fund,
which works with partner organizations to support prevention of domestic
violence and human trafficking. We continue our long-term cooperation
with major charitable organizations in the Czech Republic such as “Sun
for All” and “Business for Society.” We support also community projects
focused directly on location of our operations - Kutna Hora Region.

In Slovakia, our charitable activities were focused on the areas

of access to education and empowering women. In 2017,

Philip Morris Slovakia s.r.o. organized a collection of clothes for
disadvantaged people across Slovakia and participated in the
volunteering programme, Our City organized by Pontis Foundation.
The company also supported a number of organisations across

the country that fight against domestic violence, develop programs
supporting the youth from minorities and other disadvantaged areas.
Philip Morris Slovakia s.r.o. also focused on the continued support
of communities, especially handicapped and homeless people.

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 “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 separate mid-year
report and the consolidated mid-year 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 half-year ended
June 30, 2017, and prospects for the future development of its financial
position, business activities and economic results.



Report of the board of directors

situaci, podnikatelské ¢innosti a vysledcich hospodareni spole¢nosti Financial information included in the separate mid-year report and in the
Philip Morris CR a.s. a jejiho konsolidaéniho celku za uplynulé u&etni consolidated mid-year report of Philip Morris CR a.s. and its consolidated
obdobi a o vyhlidkach budouciho vyvoje financni situace, podnikatelské group for the half-year ended June 30, 2017 are not reviewed by the auditor.

¢innosti a vysledk( hospodareni.

Ciselné udaje a informace uvedené v samostatné pololetni zprave

a v konsolidované pololetni zpravé spolesnosti Philip Morris CR a.s. a jejiho
konsolida¢niho celku za obdobi kon¢ici 30. ¢ervna 2017 nejsou ovéreny
auditorem.

V Kutné Hore dne 25. zari 2017 In Kutna Hora on September 25, 2017

/, /oy /, ‘(o
Lora Lora
Arpad Konye Stanislava Jurikova Arpad Konye Stanislava Jurikova
predseda predstavenstva ¢lenka predstavenstva predseda predstavenstva ¢lenka predstavenstva
Philip Morris CR a.s. Philip Morris CR a.s. Philip Morris CR a.s. Philip Morris CR a.s.
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Zkracena mezitimni konsolidovana ucetni zavérka

Condensed Interim Consolidated Financial Statements

Zkraceny mezitimni konsolidovany vykaz finan¢ni pozice

k 30. 6. 2017 (v milionech K¢)

AKTIVA Bod 30.6.2017 31.12. 2016
Pozemky, budovy a zafizeni 7 4191 4250
Nehmotna aktiva 14 20
Odlozena danova pohledavka 30 22
Ostatni financni aktiva 9 107 102
Dlouhodoba aktiva 4342 4394
Zasoby 8 415 343
Obchodni a ostatni finan¢ni pohledavky 9 877 435
Ostatni nefinan¢ni aktiva 9 2014 2220
Dan z pfijmu splatna 25 14
Penézni prostiedky a penézni ekvivalenty 10 6033 8164
Kratkodoba aktiva 9364 11176
Aktiva celkem 13706 15570
VLASTNI KAPITAL A ZAVAZKY Bod 30.6.2017 31.12. 2016
Zakladni kapital 2745 2745
Emisni 4Zio a ostatni pfrispévky akcionaru 2367 2387
Nerozdéleny zisk 1956 3057
Ostatni fondy 4 4
Vlastni kapital pfipadajici na akcionare Spoleénosti 7072 8193
Mensinovy vlastni kapital 0 1
Vlastni kapital celkem 7072 8194
Odlozeny danovy zavazek 174 173
Dlouhodobé zavazky 174 173
Obchodni a ostatni finan¢ni zavazky 1 1549 1846
Ostatni nefinan¢ni zavazky 1 201 211
Dan z pfijmu splatna 80 131
Ostatni danové zavazky 12 4568 4920
Rezervy na kratkodobé zavazky 25 39
Prijaté pGjcky 37 56
Kratkodobé zavazky 6460 7203
Zavazky celkem 6634 7376
Vlastni kapital a zavazky celkem 13706 15570

Priloha tvori nedilnou soucast této zkracené mezitimni konsolidované ucéetni zavérky.
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Zkracena mezitimni konsolidovana ucetni zavérka
Condensed Interim Consolidated Financial Statements

Condensed Interim Consolidated Statement of Financial Position
at June 30, 2017 (in CZK million)

ASSETS Note June 30, 2017 December 31,2016
Property, plant and equipment (“PP & E”) 7 4191 4250
Intangible assets 14 20
Deferred tax assets 30 22
Other financial assets 9 107 102
Non-current assets 4342 4394
Inventories 8 415 343
Trade and other financial receivables 9 877 435
Other non-financial assets 9 2014 2220
Prepaid income tax 25 14
Cash and cash equivalents 10 6033 8164
Current assets 9364 11176
Total assets 13706 15570
EQUITY & LIABILITIES Note June 30, 2017 December 31,2016
Registered capital 2745 2745
Share premium and other shareholders’ contributions 2367 2387
Retained earnings 1956 3057
Other reserves 4 4
Equity attributable to the shareholders of the Company 7072 8193
Non-controlling interest - 1
Total equity 7072 8194
Deferred tax liability 174 173
Non-current liabilities 174 173
Trade and other financial liabilities 1 1549 1846
Other non-financial liabilities 11 201 211
Current income tax liabilities 80 131
Other tax liabilities 12 4568 4920
Provisions for current liabilities 25 39
Borrowings 37 56
Current liabilities 6460 7203
Total liabilities 6634 7376
Total equity & liabilities 13706 15570

The accompanying notes form an integral part of the condensed interim consolidated financial statements.
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Condensed Interim Consolidated Financial Statements

Zkraceny mezitimni konsolidovany vykaz uplného vysledku
za pololeti koncici 30. 6. 2017 (v milionech K¢)

Bod 1.1.2017 - 30. 6. 2017 1.1.2016 - 30. 6. 2016
Trzby 6 5777 5399
Naklady na prodané vyrobky a zbozi 13 2774 -2878
Hruby zisk 3003 2521
Odbytové naklady 13 -584 -507
Administrativni naklady 13 -424 -386
Ostatni provozni vynosy 66 28
Ostatni provozni naklady -50 -24
Provozni zisk 2011 1632
Finanéni naklady -5 -4
Zisk pred zdanénim 2006 1628
Dan z pfijma -363 -310
Cisty zisk za pololeti 1643 1318
Cisty zisk za pololeti pfipadajici na:
Akcionare Spolecnosti 1643 1318
Mensinovy podil 0] 0
Ostatni uplny vysledek [0} [o]
Kurzové rozdily z prepoctu dcefiné spole¢nosti 0 0
Uplny vysledek za pololeti celkem 1643 1318
Uplny vysledek za pololeti pfipadajici na:
Akcionare Spolecnosti 1643 1318
Mensinovy podil 0 0
Zisk na akcii zakladni a ziedény (K¢/akcie) 598 480

Kurzové rozdily z pfepoctu dcefiné spoleénosti jsou nasledné reklasifikovatelné do zisku nebo ztraty.

Priloha tvori nedilnou soucast této zkracené mezitimni konsolidované ucéetni zavérky.
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Condensed Interim Consolidated Statement of Comprehensive Income
for the half-year ended June 30, 2017 (in CZK million)

Note January 1,2017 - June 30,2017 January 1,2016 - June 30, 2016

Revenues 6 5777 5399
Cost of goods sold 13 (2774) (2878)
Gross profit 3003 2521
Distribution expenses 13 (584) (507)
Administrative expenses 13 (424) (386)
Other operating income 66 28
Other operating expense (50) (24)
Profit from operations 2011 1632
Financial expense (5) (4)
Profit before income tax 2006 1628
Income tax expense (363) (310)
Net profit for the mid-year 1643 1318
Attributable to:

Owners of the parent 1643 1318

Non-controlling interest - -
Other comprehensive income - -

Currency translation adjustments

Total comprehensive income for the mid-year 1643 1318

Attributable to:

Owners of the parent 1643 1318
Non-controlling interest - -
Earnings per share basic and diluted (CZK/share) 598 480

The Currency translation adjustments will be reclassified subsequently to profit or loss when specific conditions are met.

The accompanying notes form an integral part of the condensed interim consolidated financial statements.
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Zkraceny mezitimni konsolidovany vykaz zmén vlastniho kapitalu
za pololeti koncici 30. 6. 2017 (v milionech K¢)

Vztahujici se k vlastnimu kapitalu Spoleénosti

Bod Zékla_dr]i Er_r!isnj azioa c_)sta't_n.i Zél@onnv Kum'ulovar'\é Nerozdéle_n)'/ Menéinov;’{ \klelzz:asl:::
kapital prispévky akcionard rezervnifond kurzové rozdily zisk podil celkem
Stavk 1.1.2016 2745 2393 2 2 2813 1 7956
Uplny vysledek celkem 0 0 0 0 1318 0 1318
Kumulované kurzové rozdily 0 0 0 0 0 0 0
Transakce s viastniky
Rozdéleni zisku 14 0 0 0 0 -2526 -1 -2527
Nevybrané dividendy 0 0 0 0 3 0 3
Zaméstnaneckeé akcie 0 -23 0 0 0 0 -23
Ostatni 0 0 o] 0 1 0 1
Stav k 30. 6. 2016 (neauditovano) 2745 2370 2 2 1609 o 6728
Stavk 1.1.2017 2745 2387 2 2 3057 1 8194
Uplny vysledek celkem 0 0 0 0 1643 0 1643
Kumulované kurzové rozdily 0 0 0] 0 0 0 0
Transakce s vlastniky
Rozdéleni zisku 14 0 0 0 0 -2745 -1 -2746
Nevybrané dividendy 0 0 0 0 2 0 2
Zaméstnanecké akcie 0 -20 0 0 0 0 -20
Ostatni 0 0 0 0 -1 0 -1
Stav k 30. 6. 2017 (neauditovano) 2745 2367 2 2 1956 (o] 7072

Priloha tvori nedilnou soucast této zkracené mezitimni konsolidované ucéetni zavérky.
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Condensed Interim Consolidated Statement of Changes in Equity
for the half-year ended June 30, 2017 (in CZK million)

Attributable to equity holders of the Company

Note Resistered  CilE ehorders' o Statutory  olidion  Reteined oo gy Tota
contributions adjustments interest

Balance as at January 1, 2016 2745 2393 2 2 2813 1 7956
Total comprehensive income - - - - 1318 - 1318
Cumulative translation adjustment - - - - - - -
Transactions with owners
Profit distribution 14 - - - - (2526) (1) (2527)
Forfeited dividends - - - - 3 - 3
Share based payments - (23) - - - - (23)
Other - - - - 1 - 1
Balance as at June 30, 2016 (unaudited) 2745 2370 2 2 1609 - 6728
Balance as at January 1, 2017 2745 2387 2 2 3057 1 8194
Total comprehensive income - - - - 1643 - 1643
Cumulative translation adjustment - - - - - - -
Transactions with owners
Profit distribution 14 - - - - (2745) (1) (2746)
Forfeited dividends - - - - 2 - 2
Share based payments - (20) - - - - (20)
Other - - - - (1) - (1)
Balance as at June 30, 2017 (unaudited) 2745 2367 2 2 1956 - 7072

The accompanying notes form an integral part of the condensed interim consolidated financial statements.
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Zkraceny mezitimni konsolidovany vykaz o penéznich tocich
za pololeti koncici 30. 6. 2017 (v milionech K¢)

Bod 1. pololeti 2017 1. pololeti 2016
Penézni toky z provozni ¢innosti
Zisk pred zdanénim 2006 1628
Odpisy dlouhodobych aktiv véetné nehmotného majetku 13! 297 243
Vyrazeni majetku 13 10 0
Cisté trokové naklady 5 4
Zisk z prodeje pozemki, budov a zafizeni -9 -12
Zména stavu rezerv -14 -12
Ostatni nepenézni Upravy - Cisté -10 -25
Penézni toky z provozni ¢innosti pred zménami pracovniho kapitalu 2285 1826
Zména stavu:
Obchodnich a ostatnich finanénich pohledavek a ostatnich nefinanénich aktiv -241 -52
Obchodnich a ostatnich finanénich zavazku a ostatnich nefinancnich zavazki -659 -1259
Zasob -72 77
Penézni toky z provozu 1313 592
Zaplacené uroky -5 -4
Zaplacena dan z pfijmU -433 -351
Cisté penézni toky z provozni éinnosti 875 237
Penézni toky z investi¢ni ¢innosti
Vydaje na pofizeni pozemk(, budov a zafizeni 7 -323 -418
Prijmy z prodeje pozemku, budov a zafizeni 89 13
Vydaje na pofizeni nehmotnych aktiv 0 -6
Cisté penézni toky z investiéni &innosti -234 -411
PenézZni toky z financovani
Vyplacené dividendy akcionaiim Spolecnosti 14 -2745 -2526
Vyplacené dividendy vlastnikovi mensinového podilu 14 -1 -1
Cisty penézni tok z financovani -2746 -2527
Cisté zvyseni/(snizeni) penéznich prostiedkl -2105 -2702
Stav penéznich prostiedkul a penéznich ekvivalenti na za¢atku pololeti 10 8108 7465
Dopad zm{eny §m§nnych_ Kurzﬂ na ;ﬂstatky penéznich prostiedkll a penéznich 7 1
ekvivalentd drzenych v cizich ménach
Stav penéznich prostiedku a penéznich ekvivalentt na konci pololeti 10 5996 4764

Priloha tvofi nedilnou soucast této zkracené mezitimni konsolidované ucetni zavérky.
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Condensed Interim Consolidated Statement of Cash Flow
for the half-year ended June 30, 2017 (in CZK million)

Note Half-year ended Half-year ended
June 30, 2017 June 30, 2016

Cash flow from operating activities
Profit before tax 2006 1628
Depreciation and amortisation expense, including intangibles 13 297 243
Disposal of PP&E 13 10 -
Net interest expense 5 4
Gain on disposal of PP&E (9) 12)
Change in provisions (14) 12)
Other non-cash transactions, net (10) (25)
Operating cash flows before working capital changes 2285 1826
Changes in:
Trade and other financial receivables and other non-financial assets (241) (52)
Trade and other financial liabilities and other non-financial liabilities (659) (1259)
Inventories (72) 77
Cash generated from operations 1313 592
Interest paid (5) (4)
Income tax paid (433) (351)
Net cash generated from operating activities 875 237
Cash flow from investing activities
Purchase of PP&E 7 (323) (418)
Proceeds from sale of PP&E 89 13
Purchase of intangible assets - (6)
Net cash used by investing activities (234) (411)
Cash flow from financing activities
Dividends paid to owners of the parent 14 (2745) (2526)
Dividends paid to Non-controlling interest 14 (1) (1)
Net cash used by financing activities (2746) (2527)
Net increase/(decrease) in cash and cash equivalents (2105) (2702)
Cash and cash equivalents as at the beginning of the year 10 8108 7465
Effec_ts of e_xchange rate changes on the balance of cash and cash equivalents @ 1
held in foreign currencies
Cash and cash equivalents as at the end of the mid-year 10 5996 4764

The accompanying notes form an integral part of the condensed interim consolidated financial statements.

Philip Morris CR a.s. | Pololetni zprava | Mid-year Report 2017



Condensed Interim Consolidated Financial Statements

Notes to the Condensed Interim Consolidated Financial Information for the half-year ended June 30, 2017

Philip Morris CR a.s. (,Spole¢nost”) a jeji dcefina spoleénost Philip Morris
Slovakia s.r.o. (,Dcefina spole¢nost”), (dale souhrnné jen ,,Skupina”), se
zabyvaji zejména vyrobou, prodejem, distribuci a marketingem tabakovych
vyrobku. Spole¢nost vliastni 99% podil Philip Morris Slovakia s.r.o.

Philip Morris CR a.s. je akciova spoleénost registrovana v Ceské republice.

Do obchodniho rejstfiku byla Spolec¢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*). K 30. 6. 2017 byla Philip Morris International Inc.

vrcholovou ovladajici spoleénosti Skupiny.

K 30. 6. 2017 byl jedinym subjektem vlastnicim vice nez 20% podil na
zakladnim kapitalu Skupiny Philip Morris Holland Holdings B.V. (,Matefska
spole¢nost”) vlastnici 77,6 % zakladniho kapitalu.

Akcie Spolec¢nosti jsou obchodovany na Burze cennych papir Praha od
13. 7. 1993.

Tato zkracena mezitimni konsolidovana ucetni zavérka byla schvalena
predstavenstvem a dozorci radou ke zverejnéni dne 25. 9. 2017.

Tato zkracena mezitimni konsolidovana Ucéetni zavérka za pololeti kongici
30. 6. 2017 je zpracovana v souladu se standardem IAS 34 Mezitimni
ucetni vykaznictvi. Mezitimni zkracena konsolidovana ucetni zavérka musi
byt ¢tena ve spojeni s konsolidovanou uc¢etni zavérkou za rok kongici

31. 12. 2016, ktera byla pripravena v souladu s Mezinarodnimi standardy
ucetniho vykaznictvi ve znéni prijatém Evropskou unii (,IFRS®).

Pouzité ucetni zasady jsou konzistentni se zasadami uplatnénymi pfi
sestaveni konsolidované ucetni zavérky za rok koncici 31. 12. 2016
tak, jak je popsano v ro¢ni konsolidované Ucetni zavérce za rok koncici
31.12. 2016.

V mezitimnim obdobi je dan z pfijmu Uuctovana dohadné s pouzitim danové

sazby, ktera by byla pouzita na predpokladany celorocni vysledek hospodareni.

PFi pfiprave zkracené mezitimni konsolidované ucetni zavérky vedeni
Skupiny pracuje s posudky, odhady a predpoklady, jez maji vliv na aplikaci
ucetnich postupl a na vykazovanou vysi aktiv a pasiv, vynosu a nakladu.
Skutecéné vysledky se mohou od téchto odhadl lisit.

Mid-year Report 2017

1. GENERAL INFORMATION

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

Philip Morris CR a.s. is a joint-stock company registered in the Czech
Republic. The Company was incorporated on March 28, 1991 and its
registered address is Kutna Hora, Vitézna 1, the 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”).
As at June 30, 2017, Philip Morris International Inc. is the ultimate
controlling party of the Group.

As at June 30, 2017, 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 Company has its primary listing on the Prague Stock Exchange,
(Burza cennych papirti Praha, a.s.), trading from July 13, 1993.

The Group’s condensed interim consolidated financial information was
authorised for issue by the Board of Directors and Supervisory Board
on September 25, 2017.

2. BASIS OF PREPARATION

This condensed interim consolidated financial information for the six
months ended June 30, 2017 has been prepared in accordance with

IAS 34, ‘Interim financial reporting’. The condensed interim consolidated
financial information should be read in conjunction with the annual
consolidated financial statements for the year ended December 31, 2016,
which have been prepared in accordance with International Financial
Reporting Standards as adopted by the European Union (“IFRS”).

3. ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the annual
consolidated financial statements for the year ended December 31, 2016
as described in the annual consolidated financial statements for the year
ended December 31, 2016.

Taxes on income in the interim periods are accrued using the tax rate that
would be applicable to expected total annual profit or loss.

4. ESTIMATES

The preparation of condensed interim consolidated financial statements requires
management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets and
liabilities, income and expense. Actual results may differ from these estimates.



Condensed Interim Consolidated Financial Statements

Pri pfiprave této zkracené mezitimni konsolidované ucetni zavérky byly
vyznamneé usudky provedené vedenim za pouziti i¢etnich pravidel Skupiny
a klicové vstupy nejistot v odhadech stejné jako ty, které byly pouzity pro
konsolidovanou ucéetni zavérku za rok koncici 31. 12. 2016, s vyjimkou
zmén v odhadech pozadovanych pro stanoveni rezervy na dan z pfijmu.

Z ¢innosti Skupiny vyplyva rfada finanénich rizik: trzni riziko, Uvérové

riziko a riziko likvidity. Zkracené mezitimni konsolidované finanéni vykazy
nezahrnuji vSechny finanéni informace o fizeni rizik a ostatni udaje
pozadované v ro¢ni konsolidované Gc¢etni zavérce a mély by byt posuzovany
spolec¢né s roc¢ni konsolidovanou ucetni zavérkou Skupiny k 31. 12. 2016.
Od konce roku 2016 nedoslo k zadnym zménam v pravidlech a postupech
fizeni téchto rizik.

Ve srovnani s koncem roku 2016 nedoslo k podstatné zméné ve smluvnich
nediskontovanych penéznich tocich nebo ve finanénich zavazcich.

Provoznim segmentem je slozka Skupiny, ktera generuje vynosy a které
vznikaji naklady a jejiz financni vysledky jsou pravidelné vyhodnocovany
subjektem s rozhodovaci pravomoci za u¢elem alokace zdroju a posouzeni
vykonnosti. Jako subjekt s rozhodovaci pravomoci byl identifikovan
management tym Skupiny.

Management tym Skupiny sledoval vykonnost Skupiny na zakladé
geografickych oblasti pokrytych ¢innosti Skupiny. Po zméné provozniho
modelu ve vyrobé od 1. 1. 2015 management tym Skupiny zacal sledovat
vykonnost na zakladé typl provozni ¢innosti v kombinaci s geografickou
oblasti. Od roku 2015 jsou v souladu s touto zménou samostatné
vykazovany ¢innosti spojené s vyrobni sluzbou a samostatné ¢innosti
spojené s distribuci tabakovych vyrobk na domacich trzich, a to v Ceské
republice a ve Slovenské republice.

Pro Gcely rozhodovani a alokace zdroji management tym Skupiny analyzuje
manazersky provozni zisk. Manazersky provozni zisk v informacich

o segmentech nezahrnuje ostatni nealokovatelné vynosy/naklady, urokovy
vynos/naklad ani dan z pfijmd, jelikoZ jsou fizené centralné na Grovni PMI,
tudiz tyto polozky nejsou vykazovany podle segmentd, protoze v této
strukture nejsou pravidelné poskytovany management tymu Skupiny.

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

Vysledky segmentd za pololeti konc¢ici 30. 6. 2017 maji tuto strukturu:

Ceska  Slovenska

(v milionech K&) republika  republika V‘s’{l‘]’z";‘; Celkem
(distribuce) (distribuce)

Pololeti koncici 30. 6. 2017

Hrubé trzby 4180 1391 0 5571
Mezi-segmentové trzby -1158 0 0 -1158
Poskytované sluzby 91 0 1273 1364
Externi trzby 3113 1391 1273 5777
Manazersky hruby zisk 2073 922 907 3902
Manazersky provozni zisk 1181 569 244 1994

In preparing these condensed interim consolidated financial statements, the
significant judgments made by management in applying the Group’s accounting
policies and the key sources of estimation uncertainty were the same as those
that applied to the annual consolidated financial statements for the year ended
December 31, 2016, with the exception of changes in estimates that are
required in determining the provision for income taxes.

5. FINANCIAL RISK MANAGEMENT

51 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk,
credit risk and liquidity risk. The condensed interim consolidated financial
statements do not include all financial risk management information and
disclosures required in the annual financial statements, and should be read
in conjunction with the Group’s annual consolidated financial statements
as at December 31, 2016. There have been no changes in the risk
management processes since year end or in any risk management policies.

5.2 Liquidity risk
Compared to year end 2016, there was no material change in the
contractual undiscounted cash out flows or financial liabilities.

6. 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.

The Group’s management team monitored performance of the Group with
reference to the geographical areas covered by the Group’s operations.
Following the operating model change in Production as of January 1, 2015
the Group’s management started to monitor performance with reference

to the type of business activity in combination with the geographical area.

In line with this change the Group’s reportable segments as of 2015 are the
Manufacturing Service related activities and the Distribution related activities
further allocated by markets to Czech Republic and Slovak Republic.

For the decision making and resource allocation purposes the Group’s management
team reviews management profit from operations. Management profit from
operations in segment reporting excludes other non-allocated operating income/
expense, interest income/expense and provision for income taxes, as these are
centrally managed and accordingly such items are not presented by segment since
they are not regularly provided by segment to the Group’s management team.

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

The segment results for the half-year ended June 30, 2017 are as follows:

Czech Slovak o
(in CZK million) Republic Republic Ma““fas';::;'igg Total
(Distribution) (Distribution)

Half-year ended June 30, 2017

Total gross segment _
- 4180 1391 5571
Inter-segment revenues (1158) - - (1158)
Services provided 91 - 1273 1364
External revenues 3113 1391 1273 5777
Management gross profit 2073 922 907 3902
Management profit from 1181 569 244 1994

operations

Mid-year Report 2017
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Vysledky segmentd za pololeti konc¢ici 30. 6. 2016 maji tuto strukturu:

(v milionech K¢) fepﬁgﬁ::: S!'I:;;gﬁ::: V!s,IrSZblr; Celkem
(distribuce) (distribuce)

Pololeti koncici 30. 6. 2016

Hrubé trzby 3872 1319 0 5191
Mezi-segmentove trzby -1087 0 0 -1087
Poskytované sluzby 15 0 1280 1295
Externi trzby 2800 1319 1280 5399
Manazersky hruby zisk 1646 804 884 3334
Manazersky provozni zisk 891 451 286 1628

Odsouhlaseni manazerského hrubého zisku na celkovy hruby zisk je

nasleduijici:
(v milionech K¢) 30. 6. 2017 30.6.2016
Manazersky hruby zisk 3902 3334
Licenéni poplatky -341 -313
Fixni vyrobni naklady -558 -500
Hruby zisk 3003 2521

Licenéni poplatky a fixni vyrobni naklady jsou pro uc¢ely analyzy
management tymem Skupiny vyjmuty z manazerského hrubého zisku a jsou
obsazeny v manazerském provoznim zisku.

Odsouhlaseni manazerského provozniho zisku na celkovy zisk pred

zdanénim je nasledujici:

(v milionech K¢) 30.6.2017 30.6.2016
Manazersky provozni zisk 1994 1628
Ostatni vynosy, Cisté 17 4
Zisk pred zdanénim 2011 1632

Odpisy, amortizaci a snizeni hodnoty zahrnuté v manazerském provoznim

zisku Ize rozdélit do jednotlivych segmentli v roce 2017 a 2016 nasledovné:

Ceska

Slovenska

(v milionech K¢) republika republika V‘s’::’ib;' Celkem
(distribuce)  (distribuce) Y

2017 9 6 292 307

2016 10 7 226 243

Trzby vznikaji z prodeje tabakovych vyrobk( a sluzeb. Analyza trzeb je
nasledujici:

(v milionech K¢) 30. 6. 2017 30.6.2016
Prodej vyrobku a zbozi 4413 4104
Prodej sluzeb 1364 1295
Celkem 5777 5399

Trzby od zékaznikd nebo skupin zakaznik(l pod spole¢nou kontrolou
prevysujici 10 % celkovych trzeb Skupiny: trzby ve vysi 1413 miliont K¢
(2016: 1253 miliond K¢&) z prodeje jednomu zakaznikovi segmentu
Ceska republika (distribuce) a trzby ve vysi 1273 miliontl K& (2016:
1280 miliond K¢&) z prodeje spole¢nostem ve skupiné PMI jsou zahrnuty
v segmentu Vyrobni sluzby.

Hodnota dlouhodobych aktiv Skupiny, jinych nez odlozena darnova
pohledavka a ostatni finanéni aktiva, umisténych v Ceské republice je

4191 milionl K¢, z ¢ehoz ¢astka 4 153 miliont K¢ se vyuziva k podpore
aktivit souvisejicich s vyrobnimi sluzbami (k 31. 12. 2016: 4 213 miliond K¢&)
a 38 milion K¢ k podpore aktivit souvisejicich s distribuci zbozi

(k 31. 12. 2016: 39 milion K¢&) a hodnota téchto aktiv, podporujicich pouze
aktivity souvisejici s distribuci zbozi umisténych ve Slovenské republice, je
14 milion K¢ (k 31. 12. 2016: 18 milion( K¢&).
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The segment results for the half-year ended June 30, 2016 are as follows:

Czech Slovak .
(in CZK million) Republic Republic Ma"“'aé’;‘:;'igg Total
(Distribution) (Distribution)

Half-year ended June 30, 2016

Total gross segment _
REEIES 3872 1319 5191
Inter-segment revenues (1087) - - (1087)
Services provided 15 - 1280 1295
External revenues 2800 1319 1280 5399
Management gross profit 1646 804 884 3334
Management profit from 891 451 286 1628

operations

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

(in CZK million)

June 30, 2017 June 30, 2016

Management gross profit 3902 3334
Royalties (341) (313)
Fixed manufacturing expenses (558) (500)
Gross profit 3003 2521

Royalties and fixed manufacturing expenses are for the purpose

of Group’s management team review excluded from management gross profit,
but these amounts are deducted when determining management profit from
operations.

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

(in CZK million)
Management profit from

June 30, 2017 June 30, 2016

operations 1994 1628
Other operating income net 17 4
Profit before tax 2011 1632

Depreciation, amortisation and impairment charge included in management
profit from operations allocated to individual segments in 2017 and 2016 is
as follows:

Czech Slovak .
(in CZK million) Republic Republic Ma“”fas";‘:"lzgg Total
(Distribution) (Distribution)
2017 9 6 292 307
2016 10 7 226 243

Revenues are derived from sales of tobacco products and services.
Breakdown of the revenues is as follows:

(in CZK million) June 30, 2017 June 30, 2016

Sales of finished goods and merchandise 4413 4104
Rendering of services 1364 1295
Total 5777 5399

Revenues from customers or groups of customers under common control
exceeding 10% of the Group’s revenues: revenue of CZK 1 413 milion
(2016: CZK 1 253 milion) derived from one customer is included in segment
Czech Republic (distribution) and revenue of CZK 1 273 milion (2016:

CZK 1280 milion) derived from the PMI group of companies is included

in segment Manufacturing Services.

The total of the Group’s non-current assets, other than deferred tax assets
and other financial assets, located in the Czech Republic is CZK 4 191 milion
from which CZK 4 153 milion is used to support Manufacturing service related
activities (at December 31, 2016: CZK 4 213 milion) and CZK 38 milion to
support Distribution related activities (at December 31, 2016: CZK 39 milion)
and those located in Slovak Republic supporting only Distribution activities is



7. POZEMKY, BUDOVY A ZARIZENI
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Pohyby v oblasti pozemk, budov a zafizeni jsou nasledujici:

CZK 14 milion (at December 31, 2016: CZK 18 milion).

7. PROPERTY, PLANT AND EQUIPMENT

Dopravni e D : X
Pozemky, 1 ,= Pofizeni aktiv The movements in the property, plant & equipment are as follows:
(v milionech K¢) budovy prostr:tt:g_)g a vlnl‘al:\?;?'uri aposkytnuté Celkem
a stavby I3 At zalohy . Constructions
l2anZen) Property,  Vehicles & Furni-ture in progress
K 1.1.2016 (in CZK million) Buildings & Machinery . Total
= = Constructions Equipment &Fixtures &Advancgs
Pofizovaci cena 1943 5931 57 827 8758 paid
Opravky As at January 1, 2016
a snizeni -1426 -3519 -50 0 -4995 Cost 1943 5931 57 827 8758
hodnoty
= n Accumulated
Zistatkova 517 2412 7 827 3763 depreciation (1426) (3519) (50) - (4995)
hodnota and impairment
Pololeti konéici 30. 6. 2016 Net carrying
Podatedni FLTen 517 2412 7 827 3763
ﬁﬂztaﬂ;ové 517 2412 7 827 3763 Six months ended June 30, 2016
odnota
e Opening net
Prirtstky carrying amount 517 2412 7 827 3763
v porizovaci 55 165 0 198 418 =
cené Additions cost 55 165 - 198 418
Vyfazeni Risposallget 0 - 2 = - 2
v zUstatkove 0 -2 0 0 -2 carrying amoun
hodnoté Depreciation
35 200 1 - 236
Odpisy -35 -200 -1 0 -236 charge (85) ¢ ) ) ( )
Konecéna Closipg net
zastatkova 537 2375 6 1025 3943 carrying 537 2375 6 1025 3943
hodnota amount
K 30. 6.2016 As at June 30, 2016
Pofizovaci cena 1999 5989 57 1025 9070 Cost 1999 5989 57 1025 9070
Opravky Accumulated
a snizeni 1462 _3614 -51 0 5127 depreciation (1462) (3614) (51) - (6127)
hodnoty and impairment
Zastatkova Net carrying 537 2375 6 1025 3943
hodnota 537 2375 6 1025 3943 amount
K1.1.2017 As at January 1, 2017
Pofizovaci cena 2079 5983 56 1321 9439 Cost 2079 5983 56 1321 9439
Opravky Accumulated
a snizeni 1499 -3642 -48 0 -5189 depreciation (1499) (3642) (48) - (5189)
hodnoty and impairment
Zastatkova Net carrying 580 2341 8 1321 4250
Rl 580 2341 8 1321 4250 BTt
Pololeti konéici 30. 6. 2017 Six months ended June 30, 2017
Pocateéni Opening net 580 2341 8 1321 4250
zlistatkova 580 2341 8 1321 4250 carrying amount
hodnota Additions cost 3 992 - (672) 323
PrirGstky Disposal net
v pofizovaci 3 992 o -672 323 Carfying eI - (141) - - (4
cené — =
Vyrazeni provision - o3 - - 53
v zUstatkové 0 -141 0 0 -141 et o0
hodnoté -
hodnoté_ chare (40) (253) ) (294)
ozpusteni N
opravné polozky 0 53 0 0 53 Closing net
= carrying 543 2992 7 649 4191
Odpisy -40 -253 -1 0 -294 amount
K?neéné . As at June 30, 2017
zUstatkova 543 2992 7 649 4191
hodnota Cost 2082 6596 53 649 9380
K 30. 6.2017 Accumulated
= = depreciation (1539) (3604) (46) - (5189)
Pofizovaci cena 2082 6596 53 649 9380 and impairment
Opravky Net carryin
a snizeni -1539 -3604 -46 0 -5189 amounty o 543 2992 7 649 4191
hodnoty
Zustatkova
hodnota 543 2992 7 649 4191
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Za prvnich $est mésicll roku 2017 Skupina vyradila nékteré stroje

a zarizeni, které identifikovala jako dale nepotiebné, a schvalila jejich
vyfazeni v hodnoté 10 milion K¢. Za prvnich $est mésicl roku 2016 nebylo
vykazano zadné vyrazeni dlouhodobych aktiv.

Najemné v hodnoté 76 milion(i KE v roce 2017 (2016: 80 milion( K¢) za
pronajem sklad(l a kancelarskych prostor, vypocetni techniky a dopravnich
prostiedki je vykazano do zisku nebo ztraty.

Veskeré vydaje na pofizeni dlouhodobych aktiv byly financovany z vlastnich

zdroju Skupiny.

8. ZASOBY

In the first six months of 2017 the Group disposed of several assets which
have been identified as no longer needed and approved for scrapping

in amount of CZK 10 milion. There was no disposal of PP&E recognised
in the first six months of 2016.

Lease rentals amounting to CZK 76 milion (2016: CZK 80 milion) relating
to the lease of warehousing, office space, IT equipment and vehicles are

included in profit or loss.

All investments in property, plant and equipment were financed
by the Group’s own resources.

8. INVENTORIES

(v milionech K¢) 30.6.2017 31.12.2016 (in CZK million) June 30,2017 December 31,2016
Material 113 101 Materials 113 101
Zbozi 302 242 Merchandise 302 242
Celkem 415 343 Total 415 343

Pofizovaci naklady na zasoby vykazané ve zkraceném mezitimnim
konsolidovaném vykazu uplného vysledku za prvnich Sest mésicl roku
2017 jako naklad a zahrnuté v polozce Naklady na prodané vyrobky a zbozi
¢inily 1875 milion K¢ (2016: 2006 miliond K¢).

9. OBCHODNI A OSTATNIi FINANCNi POHLEDAVKY
A OSTATNIi NEFINANCNI AKTIVA

The cost of inventories recognised as an expense in Condensed Interim
Consolidated Statement of Comprehensive Income in the first six month

of 2017 and included in costs of goods sold amounted to CZK 1875 milion
(2016: CZK 2006 milion).

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

(v milionech K¢) 30.6.2017 31.12.2016 (in CZK million) June 30,2017 December 31,2016
Obchodni a ostatni finanéni pohledavky Trade and other financial receivables
Treti strany 772 407 Third parties 772 407
Spfiznéné strany 105 28 Related parties 105 28
Celkem 877 435 Total 877 435
(v milionech K¢) 30.6.2017 31.12. 2016 (in CZK million) June 30,2017 December 31,2016
Ostatni nefinanéni aktiva Other non-financial assets
Ostatni aktiva - spotrebni dan 1988 2195 Other assets - excise tax 1988 2195
Placené zalohy 26 25 Prepayments 26 25
Celkem 2014 2220 Total 2014 2220
(v milionech K¢) 30.6.2017 31.12. 2016 (in CZK million) June 30,2017 December 31,2016
Ostatni dlouhodoba finanéni aktiva Other non-current financial assets
Ostatni finan¢ni aktiva 107 102 Other financial assets 107 102
Total 107 102 Total 107 102
10. PENEZNi PROSTREDKY A PENEZNI 10. CASH AND CASH EQUIVALENTS

EKVIVALENTY (in CZK million) June 30,2017 December 31,2016
(v milionech Kg&) 30.6.2017 31.12.2016 Cash at banks 5366 6237
Usty v bance 5366 6237 On-demand deposits with related 667 1927
Kratkodobé pljcky spriznénym 667 1927 :a?'fs 5033 o164
stranam splatné na pozadani ota
Celkem 6033 8164

Kratkodobé pujcky spfiznénym stranam splatné na pozadani predstavuji
uroc¢ené kratkodobé pujcky. Analyza kratkodobych pohledavek za
spriznénymi stranami je uvedena v bodé 15.

Penézni prostiedky a penézni ekvivalenty a debetni zlstatky na bankovnich

uctech pro Gcely sestaveni konsolidovaného vykazu penéznich toku jsou
nasledujici:
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On-demand deposits with related parties are interest bearing short-term
loans - see Note 15 for the analysis of short-term receivables from related
parties.

Cash and cash equivalents and bank overdrafts for the purposes of the
consolidated cash flow statement include the following:
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(v milionech K¢) 30.6.2017 31.12.2016 30.6.2016 31.12.2015 A ATR June 30, December June 30, December
(in CZK million)
P N 2017 31,2016 2016 31,2015
cnsZniprostiedicy) 6033 8164 4870 7470
a penézni ekvivalenty Cash and cash 6033 8164 4870 7470
P equivalents
Debetni zistatky na .37 56 106 5
bankovnich uétech Bank overdrafts (37) (56) (106) (5)
Penézni prostiedky Total cash and cash
apenézni 5996 8108 4764 7465 equivalents 5996 8108 LU 7485

ekvivalenty celkem

11. OBCHODNI A OSTATNIi FINANCNI ZAVAZKY
A OSTATNIi NEFINANCNIi ZAVAZKY

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

(v milionech K¢) 30.6.2017 31.12. 2016 (in CZK million) June 30,2017 December 31,2016
Obchodni a ostatni finanéni zavazky Trade and other financial liabilities

Treti strany 278 275 Third parties 278 275
Ostatni spriznéné strany 765 861 Other related parties 765 861
Dohadné ucty pasivni 385 628 Accrued expenses 385 628
Nevyplacené dividendy 7 8 Dividends payable 7 8
Ostatni finan¢ni zavazky 114 74 Other financial liabilities 114 74
Celkem 1549 1846 Total 1549 1846

Ostatni nefinanc¢ni zavazky

Other non-financial liabilities

Zavazky vici zaméstnancim 119 130 Amounts due to employees 119 130
Zavazky ze socié\.!niho zabezpeceni 53 53 Social security and health insurance 53 53
a z“dravotmho pojisténi Advances received 4 -
Prijaté zalohy 4 0 Deferred revenues 20 23
Vynosy pfistich obdobi 20 23 Other liabilities 5 5
Ostatni zavazky 5 5 Total 201 211
Celkem 201 211

Zavazky vyplyvajici z transakci mezi spfiznénymi stranami jsou popsany
v bodé 15.

12. OSTATNi DANOVE ZAVAZKY

(v milionech K¢) 30. 6.2017 31.12. 2016
Dan z pfidané hodnoty 270 152
Spotrebni dan 4279 4750
Ostatni dané 19 18
Celkem 4568 4920

13. DRUHOVE CLENENi NAKLADU - DOPLNUJICI
INFORMACE

(v milionech K¢) 30. 6.2017 30.6.2016
Zmeény stavu zasob hotovych

vyrobkd -7 4/
Aktivace 0 -1
Spotifeba materialu, energie

a prodané zbozi 1838 e
Sluzby 808 726
Licenéni poplatky 341 313
Néaklady na zaméstnance

a zaméstnanecké pozitky 566 557
Odpisy, amortizace a snizeni

hodnoty 307 243
Ostatni 19 114
Naklady na prodané

vyrobky a zbozi, odbytové 3782 3771

a administrativni naklady

Trade payables to related parties are disclosed in Note 15.

12. OTHER TAX LIABILITIES

(in CZK million)

June 30,2017 December 31,2016

VAT 270 152
Excise tax 4279 4750
Other taxes 19 18
Total 4568 4920

13. EXPENSES BY NATURE - ADDITIONAL
INFORMATION

(in CZK million)
Changes in inventories of finished

June 30, 2017 June 30, 2016

goods 97) (75)
Own work capitalised - (1)
Raw materials, consumables used

and merchandise sold 1838 ek
Services 808 726
Royalties 341 313
Employee benefits expense 566 557
Depreciation and amortisation 307 243
Other 19 114
Costs of goods sold, distribution 3782 3771

and administrative expenses

Philip Morris CR a.s. | Pololetni zprava | Mid-year Report 2017



Zkracena mezitimni konsolidovana ucetni zavérka
Condensed Interim Consolidated Financial Statements

14. ROZDELENI ZISKU

Valna hromada akcionaiu Spolec¢nosti schvalila v dubnu 2017 vyplatu
dividend ve vysi 2 745 miliont K¢ (1 000 K¢ na akcii).

Valna hromada akcionait Spolec¢nosti schvalila v dubnu 2016 vyplatu
dividend ve vysi 2526 milion K¢ (920 K¢ na akgii).

Kromé dividend vyplacenych spole&nosti Philip Morris CR a.s. vyplatila
spole¢nost Philip Morris Slovakia s.r.o. vlastniku mensinového podilu
dividendu ve vysi 0,6 milionu K& (2016: 0,6 milionu K¢).

15. TRANSAKCE SE SPRIZNENYMI STRANAMI
Spriznénymi stranami se rozumi Materska spole¢nost a ostatni spole¢nosti
skupiny PMI (,,Ostatni spfiznéné strany*), ¢lenové predstavenstva, ¢lenové

dozorci rady a osoby blizké témto ¢lentm.

Mezi spfiznénymi stranami byly uskute¢nény nasledujici transakce:

14. PROFIT DISTRIBUTION

The dividends approved by the Annual General Meeting in April 2017 were
CZK 2745 milion (CZK 1000 per share).

The dividends approved by the Annual General Meeting in April 2016 were
CZK 2526 milion (CZK 920 per share).

Besides dividends paid by Philip Morris CR a.s., Philip Morris Slovakia s.r.o.
paid dividends to Non-controlling interest in the amount of CZK 0.6 milion
(2016: CZK 0.6 milion).

15. 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) Prodej vyrobku, zbozi a sluzeb spole¢nostem skupiny
PMI a) Sales of goods, merchandise and services to affiliates
within PMI
(v milionech K¢) 30.6.2017 30.6.2016
Prodej materialu (in CZK million) June 30, 2017 June 30, 2016
Ostatni spfiznéné strany 2 0 Sales of materials
Prodej pozemkd, budov a zafizeni Other related parties 2 o
Ostatni spfiznéné strany 81 8 Sales of PP & E
Prodej sluZzeb Other related parties 81 8
Ostatni spfiznéné strany 1363 1295 Sales of services
Prefakturace Other related parties 1363 1295
Ostatni spfiznéné strany 3 11 Recharges
Celkem 1449 1314 Other related parties 3 11
Total 1449 1314
b) Nakup zbozi a sluzeb od spole¢nosti skupiny PMI
b) Purchases of merchandise and services from affiliates
(v milionech K¢) 30. 6.2017 30.6.2016 within PMI
Néakup zboZzi a materialu
Ostatni spfiznéné strany 1552 1571 (in CZK million) June 30, 2017 June 30, 2016
Néakup pozemkd, budov, zafizeni a nehmotnych aktiv Purchases of merchandise and materials
Ostatni spfiznéné strany 118 154 Other related parties 1552 1571
Nakup sluzeb Purchases of PP & E and intangible assets
Ostatni spfiznéné strany 278 302 Other related parties 118 154
Licenéni poplatky placené Purchases of services
Ostatni spriznéné strany 341 313 Other related parties 278 302
Celkem 2289 2340 Royalties paid
Other related parties 341 313
c) Dividendy Total 2289 2340

Spole¢nost v roce 2017 vyplatila spole¢nosti Philip Morris Holland
Holdings B.V. ¢astku v celkové vysi 2 130 miliond K¢. Dividendy vyplacené
spolecnosti Philip Morris Holland Holdings B.V. v roce 2016 ¢inily

1960 miliont K&.

Kromé vyplacenych dividend Skupina neméla v prabéhu predchozich dvou
let zadné jiné transakce s Matefskou spole¢nosti.
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c) Dividends

In 2017 Company paid to Philip Morris Holland Holdings B.V. the total
amount of CZK 2 130 milion. The dividends paid to Philip Morris Holland
Holdings B.V. in 2016 amounted to CZK 1 960 milion.

Except for dividends there were no other transactions with the Parent
company during the last two years.
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(v milionech K¢) 30.6.2017 31.12. 2016
Pohledavky za spfiznénymi stranami
Ostatni spfiznéné strany 105 28

Zavazky vuci spfiznénym stranam

Ostatni spriznéné strany 765 861
Pdjcéky poskytnuté
Ostatni spriznéné strany 667 1927

K 30. 6. 2017 Skupina poskytovala pljcky spfiznénym stranam, které
zahrnuiji uro¢ené kratkodobé pujcky splatné na pozadani (cash pool) ve
vysi 667 milion K¢ poskytnuté spolecnosti Philip Morris Finance S.A.
(k 31. 12. 2016: 1927 miliont K¢). VSechny kratkodobé pujcky jsou

v konsolidovaném vykazu financni pozice Skupiny k 30. 6. 2017 a 31. 12. 2016

vykazany jako soucast penéznich prostredkll a penéznich ekvivalentu.

Bézna vyse Urokové sazby z kratkodobé pujcky je stanovena jako tydenni
PRIBOR plus/minus marze odpovidajici trznim podminkam u pujcek

s obdobnou délkou vkladu a likviditou, bézna vyse Urokové sazby

z kratkodobych pujcek splatnych na pozadani je stanovena jako no¢ni
PRIMEAN -0,25 %, tj. PRIMEAN ((no¢ni PRIBOR + no¢ni PRIBID)/2) plus/
minus marze odpovidajici trznim podminkam u pujc¢ek s obdobnou délkou
vkladu a likviditou.

Skutecna vyse Urokové sazby zavisi na aktualni situaci na penéznim trhu

a druhu pljcky. Primérna vyse efektivni irokové sazby z kratkodobych pujcek
za pololeti koncici 30. 6. 2017 byla 0,010 % p.a. (2016: 0,010 % p.a.)v Ceské

republice a 0,010 % p.a. (2016: 0,009 % p.a.) ve Slovenskeé republice.

Odmény kli¢ovych ¢lend vedeni zahrnuji odmény ¢lenli pfedstavenstva
a dozorci rady za vykon funkce dle smlouvy o vykonu funkce ¢lena
predstavenstva, respektive dozorci rady.

Odmény c¢lent vedeni, ktefi jsou zaméstnanci Spole¢nosti nebo
spolecnosti skupiny PMI, se skladaji zodmény za vykon funkce ¢lena
predstavenstva, respektive dozorci rady, ro¢niho platu, bonusu podle
individualniho vykonu, Ghrad akciemi a ostatnich nepenéznich pfijma,
jako jsou pouzivani firemniho automobilu, pfispévky na zavodni stravovani
a prispévky na penzijni pfipojisténi, zivotni a Urazoveé pojisténi a pozitky
spojené s ukonc¢enim pracovniho poméru, jak je uvedeno nize. Soucasti
nepenéznich pfijmu ¢lent predstavenstva, respektive dozorci rady,

ktefi jsou zaméstnanci spolec¢nosti Philip Morris Services S.A. nebo jiné
spolecnosti skupiny PMI, je navic Uhrada najemného a skolného.

Pozitky spojené s ukon¢enim pracovniho poméru ¢lend vedeni
zameéstnanych Spolec¢nosti, kterym byla dana vypovéd' z organiza¢nich
nebo zdravotnich divodu podle § 52 pism. a) az e) Zakoniku prace

nebo s kterymi byl rozvazan pracovni pomér dohodou z tychz divodd,
zahrnuji odstupné dle Redukéniho programu, jenz je specifikovan

v Kolektivni smlouvé. Pozitky spojené s ukonéenim pracovniho poméru
¢lenud vedeni zaméstnanych spole¢nostmi skupiny PMI jsou vyplaceny

v souladu s pracovni smlouvou uzavienou s domovskym zaméstnavatelem
a zavaznymi PMI pravidly a postupy pro mezinarodni pracovni pobyt.

d) Balances with affiliates within PMI

(in CZK million)
Receivables from related parties

June 30,2017 December 31,2016

Other related parties 105 28
Payables to related parties

Other related parties 765 861
Loans and deposits

Other related parties 667 1927

At June 30, 2017, the Group provided related parties interest-bearing
on-demand deposits (cash pool) of CZK 667 milion with Philip Morris
Finance S.A. (at December 31, 2016: CZK 1 927 milion). All short-term
loans and deposits are classified as cash and cash equivalents

in the Group’s consolidated statement of financial position as at

June 30, 2017 and December 31, 2016.

The interest rate for short-term loan is calculated as week PRIBOR plus/minus
a margin applicable in accordance with market practice for deposits with
similar duration and liquidity, the interest rate for on-demand deposits is
calculated as overnight PRIMEAN - 0.25%, i.e. PRIMEAN ((overnight PRIBOR
+ overnight PRIBID)/2) plus/minus a margin applicable in accordance with
market practice for deposits with similar duration and liquidity.

The actual interest rates reflect the current money market and the nature
of the loan. The average effective interest rate of short-term loan and
on-demand deposits for the half-year ended June 30, 2017 was 0.010%
p.a. (2016: 0.010% p.a.) in the Czech Republic and 0.010% p.a. (2016:
0.009% p.a.) in the Slovak Republic.

e) Key management compensation

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

The compensation of the members of 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, Supervisory Board respectively, 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, Supervisory Board respectively, 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 the members of management who are 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 the members of management who are 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.
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(v milionech K¢) 30. 6.2017 30.6.2016
Mzdy a ostatni kratkodobé pozitky 30 26
Uhrady vazané na akcie 10 14
Nepenézni pfijmy 3 4
Celkem 43 44

Vroce 2017 a 2016 nebyly vykazany zadné pozitky spojené s ukoné¢enim
pracovniho poméru.

Funkéni obdobi ¢len(l predstavenstva a dozorci rady jsou ti roky.

Clenové dozoréi rady nevlastnili k 30. 6. 2017 ani k 30. 6. 2016 zadné
akcie Philip Morris CR a.s. Jedna osoba s fidici pravomoci, definovana

v § 2 odst. 1 pism. b) zakona ¢. 256/2004 Sb., o podnikani na kapitalovém
trhu, v platném znéni vlastnila 1 akcii Philip Morris CR a.s. k 30. 6. 2017
ak 30. 6. 2016.

Smluvnimi a jinymi budoucimi zavazky vyplyvajicimi z transakci se
spriznénymi stranami, které nejsou vykazany v konsolidovanych uc¢etnich
vykazech, se rozumi zavazky k budouci sméné zdroju dle zavaznych smluv.

K 30. 6. 2017 Skupina neméla vyznamné smluvni ani jiné budouci zavazky
vyplyvajici z transakci se spfiznénymi stranami, kromé budoucich zavazku
z titulu nakupu sluzeb v souhrnné odhadované hodnoté 159 miliond K¢
(hodnota budoucich zavazka k 31. 12. 2016: 147 milion( K¢&).

Skupina v minulosti uzavrela nékolik zavaznych smiluv o nakupu sluzeb,

u kterych jesté nebylo vyporadano povinné pinéni. Tyto smlouvy maji
vétsinou dvou az Sestimésicni vypovédni Ihatu. Celkova odhadovana
hodnota vyporadani sluzeb dle téchto zavaznych smluv je zverejnéna vyse.

Dle smluv s vlastniky ochrannych znamek, Philip Morris Global Brands Inc.,
Philip Morris Products S.A. a CTPM International S.A., musi Skupina platit
licenéni poplatky za tabakové produkty prodané v Ceské a Slovenské
republice Za pololeti koncici 30. 6. 2017 dosahly naklady za licencni
poplatky vyse 341 milion K¢ (2016: 313 milion( K&). Ve druhém pololeti
2017 oc¢ekava vedeni Skupiny naklady za licenc¢ni poplatky v pfiblizné
stejné vysi. Tyto smlouvy jsou uzavieny na dobu neurcitou a mohou byt
vypovézeny kteroukoliv ze smluvnich stran.
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(in CZK million) June 30, 2017 June 30, 2016

E:Laer;ﬁz, other short-term employee 30 26
Share-based payments 10 14
Income in-kind 3 4
Total 43 44

There was no termination benefit recognised in 2017 and 2016.

The term of office for Board of Directors and Supervisory Board members
is three years.

f) Information on the number of shares issued by the
Company to Executives

Members of the Supervisory Board did not own any shares

of Philip Morris CR a.s. at June 30, 2017 and at June 30, 2016. One

person with executive powers as defined by Section 2 par. 1 letter b) of Act
No. 256/2004 Coll. on Capital Market Undertakings, as amended, owned

1 share of Philip Morris CRa.s. as at June 30, 2017 and as at June 30, 2016.

g) Contractual and other commitments to related parties

Contractual and other commitments to 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 June 30, 2017, 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 159 milion (commitment value as at
December 31, 2016: CZK 147 milion).

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., Philip Morris Products S.A. and CTPM
International S.A., the Group has to pay royalties in respect of tobacco
products sold in the Czech and Slovak Republic. During the first half-

year ended June 30, 2017, the Group incurred under these agreements
royalties expense of CZK 341 milion (2016: CZK 313 milion). Management
expects the royalty expense in 2017 to be at approximately similar level as
in 2016. These agreements shall continue indefinitely until terminated by
either party.
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16. CONTINGENCIES

Skupina neni u¢astna zadnych soudnich, spravnich nebo rozhod¢ich fizeni, The Group does not have any pending legal, administrative or arbitration
ktera by méla anebo mohla mit vliv na finanéni situaci Skupiny. proceedings that had or might have a substantial effect on the financial
situation of the Group.

17. SUBSEQUENT EVENTS
Po rozvahovém dni 30. 6. 2017 nedoslo k zadnym udalostem, které by
mely vyznamny dopad na zkracenou mezitimni konsolidovanou ucetni No subsequent events have occurred after June 30, 2017 that would
zavérku k 30. 6. 2017. have material impact on this condensed interim consolidated financial
information at June 30, 2017.
Schvaleni konsolidované ucetni zavérky

Statutory signatures
Tato zkracena mezitimni konsolidovana ucetni zavérka byla schvalena ke
zverejnéni predstavenstvem a byla z jeho povéreni podepsana. This condensed interim consolidated financial information for the period
ended June 30, 2017 was authorised for issue by the Board of Directors
V Kutné Hore dne 25. zari 2017 and have been signed below on its behalf.

In Kutna Hora on September 25, 2017

L) e )T e

Arpad Konye Stanislava Jurikova Arpad Konye Stanislava Jurikova
predseda predstavenstva ¢lenka predstavenstva Chairman of the Board of Directors  Member of the Board of Directors
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Zkraceny mezitimni samostatny vykaz financ¢ni pozice k 30. 6. 2017
(v milionech K¢)

AKTIVA Bod 30.6.2017 31.12. 2016
Pozemky, budovy a zafizeni 6 4180 4237
Nehmotna aktiva 1 15
Investice v dcefiné spole¢nosti 19 19
Ostatni finan¢ni aktiva 8 107 102
Dlouhodoba aktiva 4317 4373
Zasoby 7 312 308
Obchodni a ostatni finan¢ni pohledavky 8 929 416
Ostatni nefinan¢ni aktiva 8 2001 2208
Penézni prostfedky a penézni ekvivalenty 9 5782 7917
Kratkodoba aktiva 9024 10849
Aktiva celkem 13341 15222
VLASTNI KAPITAL A ZAVAZKY Bod 30.6.2017 31.12. 2016
Zakladni kapital 2745 2745
Emisni 4Zio a ostatni pfispévky akcionaru 2364 2379
Nerozdéleny zisk 2002 3040
Vlastni kapital celkem 7111 8164
QOdlozeny danovy zavazek 174 173
Dlouhodobé zavazky 174 173
Obchodni a ostatni finanéni zavazky 10 1396 1724
Ostatni nefinancni zavazky 10 169 172
Dan z pfijmu splatna 80 131
Ostatni danoveé zavazky 1 4351 4764
Rezervy na kratkodobé zavazky 23 38
Prijaté pljcky 37 56
Kratkodobé zavazky 6056 6885
Zavazky celkem 6230 7058
Vlastni kapital a zavazky celkem 13341 15222

Priloha tvori nedilnou soucast této zkracené mezitimni samostatné Gcetni zavérky.
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Condensed Interim Separate Statement of Financial Position

at June 30, 2017 (in CZK million)

ASSETS Note June 30, 2017 December 31,2016
Property, plant and equipment (“PP&E”) 6 4180 4237
Intangible assets 1 15
Investments in subsidiary 19 19
Other financial assets 8 107 102
Non-current assets 4317 4373
Inventories 7 312 308
Trade and other financial receivables 8 929 416
Other non-financial assets 8 2001 2208
Cash and cash equivalents 9 5782 7917
Current assets 9024 10849
Total assets 13341 15222
EQUITY & LIABILITIES Note June 30, 2017 December 31,2016
Registered capital 2745 2745
Share premium and other shareholders’ contributions 2364 2379
Retained earnings 2002 3040
Equity 7111 8164
Deferred tax liability 174 173
Non-current liabilities 174 173
Trade and other financial liabilities 10 1396 1724
Other non-financial liabilities 10 169 172
Current income tax liabilities 80 131
Other tax liabilities 1 4351 4764
Provisions for current liabilities 23 38
Borrowings 37 56
Current liabilities 6056 6885
Total liabilities 6230 7058
Total equity & liabilities 13341 15222

The accompanying notes form an integral part of the condensed interim separate financial statements.

Philip Morris CR a.s. | Pololetni zprava | Mid-year Report 2017



Zkracena mezitimni samostatna ucetni zavérka
Condensed Interim Separate Financial Statements

Zkraceny mezitimni samostatny vykaz upiného vysledku
za pololeti koncici 30. 6. 2017 (v milionech K¢)

Bod 1.1.2017 - 30. 6. 2017 1.1.2016 - 30. 6. 2016

Trzby 5573 5190
Néklady na prodané vyrobky a zbozi 12 -2818 -2896
Hruby zisk 2755 2294
Odbytové naklady 12 -410 -337
Administrativni naklady 12 -343 -300
Ostatni vynosy 56 59
Ostatni provozni vynosy 63 26
Ostatni provozni naklady -50 -24
Provozni zisk 2071 1718
Finanéni naklady -5 -4
Zisk pred zdanénim 2066 1714
Dan z pfijmu -361 -311
Cisty zisk 1705 1403
Ostatni Uplny vysledek 0 0
Uplny vysledek za pololeti celkem 1705 1403
Zisk na akcii zakladni a ziedény (K&/akcie) 621 511

Zkraceny mezitimni samostatny vykaz zmén vlastniho kapitalu
za pololeti koncici 30. 6. 2017 (v milionech K¢)

Vztahujici se k vlastnimu kapitalu Spoleénosti

Bod Zéklaf:lr'\i Er'n'isn_i azioa qsta'tvnj Kumulov.ané Vlastni kapital
kapital prispévky akcionaru zisky celkem
Stavk 1. 1.2016 2745 2382 2797 7924
Uplny vysledek celkem 0 0 1403 1403
Transakce s viastniky
Rozdéleni zisku 13 0 0 -2526 -2526
Zaméstnanecké akcie 0 -17 0 -17
Nevybrané dividendy 0 ] 3 3
Stav k 30. 6. 2016 (neauditovano) 2745 2365 1677 6787
Stavk 1.1.2017 2745 2379 3040 8164
Uplny vysledek celkem 0 0 1705 1705
Transakce s viastniky
Rozdéleni zisku 13 (0] 0 -2745 -2745
Zaméstnaneckeé akcie 0 -15 0 -15
Nevybrané dividendy 0 0 2 2
Stav k 30. 6. 2017 (neauditovano) 2745 2364 2002 7111

Priloha tvori nedilnou soucast této zkracené mezitimni samostatné Gcetni zavérky.
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Condensed Interim Separate Statement of Comprehensive Income
for the half-year ended June 30, 2017 (in CZK million)

Note January 1,2017 - June 30, 2017

January 1, 2016 - June 30, 2016

Revenues 5573 5190
Cost of goods sold 12 (2818) (2896)
Gross profit 2755 2294
Distribution expenses 12 (410) (337)
Administrative expenses 12 (343) (300)
Other income 56 59
Other operating income 63 26
Other operating expense (50) (24)
Profit from operations 2071 1718
Financial expense (5) (4)
Profit before income tax 2066 1714
Income tax expense (361) (311)
Net profit for the year 1705 1403
Other comprehensive income - -
Total comprehensive income for the period 1705 1403
Earnings per share basic and diluted (CZK/share) 621 511
Condensed Interim Separate Statement of Changes of Equity
for the half-year ended June 30, 2017 (in CZK million)
Attributable to equity holders of the Company
Note  Resistered L nolders  Retained Total squity
contributions
Balance as at January 1, 2016 2745 2382 2797 7924
Total comprehensive income - - 1403 1403
Transactions with owners
Profit distribution 13 - - (2526) (2526)
Share based payments - 17) - 17)
Other - - 3 3
Balance as at June 30, 2016 (unaudited) 2745 2365 1677 6787
Balance as at January 1, 2017 2745 2379 3040 8164
Total comprehensive income - - 1705 1705
Transactions with owners
Profit distribution 13 = = (2745) (2745)
Share based payments - (15) - (15)
Forfeited dividends - - 2 2
Balance as at June 30, 2017 (unaudited) 2745 2364 2002 7111

The accompanying notes form an integral part of the condensed interim separate financial statements.
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Zkraceny mezitimni samostatny vykaz o penéznich tocich

za pololeti koncici 30. 6. 2017 (v milionech K¢)

Bod 30.6.2017 30.6.2016
Penézni toky z provozni ¢innosti
Zisk pred zdanénim 2066 1714
QOdpisy dlouhodobych aktiv (véetné nehmotného majetku) 12 290 236
Vyrazeni majetku 6,12 10 0
Cisté trokové naklady 5 4
Prijaté dividendy -56 -59
Zisk z prodeje pozemk, budov a zafizeni -5 -10
Zména stavu rezerv -14 -8
Ostatni nepenézni upravy - Cisté -12 -19
Penézni toky z provozni ¢innosti pired zménami pracovniho kapitalu 2284 1858
Zména stavu:
Obchodnich a ostatnich finanénich pohledavek a ostatnich nefinan¢nich aktiv -311 -11
Obchodnich a ostatnich finanénich zavazku a ostatnich nefinancnich zavazku -744 -1209
Zasob -4 126
Penézni toky z provozu 1225 764
Zaplacené uroky -5 -4
Zaplacena dan z pfijmQ -411 -323
Cisté penézni toky z provozni éinnosti 809 436
PenézZni toky z investiéni ¢innosti
Vydaje na pofizeni pozemk, budov a zafizeni 6 -321 -418
Prijmy z prodeje pozemk, budov a zafizeni 85 12
Vydaje na pofizeni nehmotnych aktiv 0 -3
Prijaté dividendy 14 56 59
Cisté penézni toky z investiéni éinnosti -180 -350
Penézni toky z financovani
Vyplacené dividendy 13 -2745 -2526
Cisty penézni tok z financovani -2745 -2526
Cisté snizeni penéznich prostiedkl -2116 -2440
Stav penéznich prostiedkul a penéznich ekvivalenti na za¢atku pololeti 9 7861 7046
Stav penéznich prostifedkl a penéznich ekvivalenttd na konci pololeti 9 5745 4606

Priloha tvori nedilnou soucast této zkracené mezitimni samostatné Gcetni zavérky.
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Condensed Interim Separate Statement of Cash Flow
for the half-year ended June 30, 2017 (in CZK million)

Note June 30, 2017 June 30, 2016
Cash flow from operating activities
Profit before tax 2066 1714
Depreciation and amortisation expense, including intangibles 12 290 236
Disposal of PP&E 6,12 10 -
Net interest expense / (income) 5 4
Dividend income (56) (59)
Gain on disposal of PP&E (5) (10)
Change in provisions (14) (8)
Other non-cash transactions, net 12) (19)
Operating cash flows before working capital changes 2284 1858
Changes in:
Trade and other financial receivables and other non-financial assets (311) (11)
Trade and other financial liabilities and other non-financial liabilities (744) (1209)
Inventories (4) 126
Cash generated from operations 1225 764
Interest paid (5) (4)
Income tax paid (411) (323)
Net cash generated from operating activities 809 436
Cash flow from investing activities
Purchase of PP&E 6 (321) (418)
Proceeds from sale of PP&E 85 12
Purchase of intangible assets - (3)
Dividends received 14 56 59
Net cash used by investing activities (180) (350)
Cash flow from financing activities
Dividends paid 13 (2745) (2526)
Net cash used by financing activities (2745) (2526)
Net increase (decrease) in cash and cash equivalents (2116) (2440)
Cash and cash equivalents as at the beginning of the year 9 7861 7046
Cash and cash equivalents as at the end of the mid-year 9 5745 4606

The accompanying notes form an integral part of the condensed interim separate financial statements.
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Notes to the Condensed Interim Consolidated Financial Information for the half-year ended June 30, 2017

Philip Morris CR a.s. (,Spole¢nost”) je akciova spole¢nost registrovana

v Ceskeé republice. Zabyva se zejména vyrobou, prodejem, distribuci

a marketingem tabakovych vyrobkd. Do obchodniho rejstiiku byla
Spole¢nost zapsana 28. 3. 1991 a jeji registrované sidlo je v Kutné Hore,
Vitézna 1, Ceska republika. Vedeni Spoleénosti 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). K 30. 6. 2017 byla Philip Morris International Inc. vrcholovou
ovladajici spole¢nosti Spolec¢nosti.

K 30. 6. 2017 byl jedinym subjektem vlastnicim vice nez 20% podil
na zakladnim kapitalu Spole¢nosti Philip Morris Holland Holdings B.V.
(,Materska spolec¢nost®) vlastnici 77,6 % zakladniho kapitalu.

Akcie Spolec¢nosti jsou obchodovany na Burze cennych papir Praha od
13. 7. 1993.

Tato zkracena mezitimni samostatna Ucetni zavérka byla schvalena
predstavenstvem a dozorci radou ke zverejnéni dne 25. 9. 2017.

Tato zkracena mezitimni samostatna ucetni zavérka za pololeti kongici
30. 6. 2017 je zpracovana v souladu se standardem IAS 34 Mezitimni
ucetni vykaznictvi. Mezitimni zkracena samostatna ucetni zavérka musi
byt ¢tena ve spojeni se samostatnou ucetni zavérkou za rok koncici

31. 12. 2016, ktera byla pripravena v souladu s Mezinarodnimi standardy
ucetniho vykaznictvi ve znéni prijatém Evropskou unii (,,IFRS®).

Pouzité ucetni zasady jsou konzistentni se zasadami uplatnénymi pfi
sestaveni samostatné Gcetni zavérky za rok koncici 31. 12. 2016 tak, jak je
popsano v ro¢ni samostatné ucetni zavérce za rok koncici 31. 12. 2016.

V mezitimnim obdobi je dan z pfijmu Uctovana dohadné s pouzitim danové
sazby, ktera by byla pouzita na predpokladany celorocni vysledek hospodareni.

Pri pfiprave zkracené mezitimni samostatné Gcetni zavérky vedeni
Spolec¢nosti pracuje s posudky, odhady a predpoklady, jez maiji vliv na
aplikaci GU¢etnich postupt a na vykazovanou vysi aktiv a pasiv, vynost
a nakladd. Skutecné vysledky se mohou od téchto odhadu lisit.

Pri pripravé této zkracené samostatné mezitimni ucetni zavérky byly vyznamné
usudky provedené vedenim za pouziti U¢etnich pravidel Spole¢nosti a klicové
vstupy nejistot v odhadech stejné jako ty, které byly pouzity pro samostatnou
ucetni zavérku za rok koncici 31. 12. 2016, s vyjimkou zmén v odhadech
pozadovanych pro stanoveni rezervy na dan z pfijmu.

1. GENERAL INFORMATION

Philip Morris CR a.s. (“the Company”) is a joint-stock company registered
in the Czech Republic and its main business is the production, sale,
distribution and marketing of tobacco products. The Company was
incorporated on March 28, 1991 and its registered address is 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”).
As at June 30, 2017, Philip Morris International Inc. is the ultimate
controlling party of the Company.

As at June 30, 2017, 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 Company has its primary listing on the Prague Stock Exchange, Burza
cennych papirt Praha a.s., trading from July 13, 1993.

The Company's condensed interim separate financial information was
authorised for issue by the Board of Directors and Supervisory Board
on September 25, 2017.

2. BASIS OF PREPARATION

This condensed interim separate financial information for the six months
ended June 30, 2017 has been prepared in accordance with IAS 34,
‘Interim financial reporting’. The condensed interim separate financial
information should be read in conjunction with the annual separate financial
statements for the year ended December 31, 2016, which have been
prepared in accordance with International Financial Reporting Standards as
adopted by the European Union (“IFRS”).

3. ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the annual
separate financial statements for the year ended December 31, 2016 as
described in the annual separate financial statements for the year ended
December 31, 2016.

Taxes on income in the interim periods are accrued using the tax rate that
would be applicable to expected total annual profit or loss.

4. ESTIMATES

The preparation of condensed interim separate financial statements requires
management to make judgments, estimates and assumptions that affect

the application of accounting policies and the reported amounts of assets and
liabilities, income and expense. Actual results may differ from these estimates.

In preparing these condensed interim separate financial statements,
the significant judgments made by management in applying the
Company’s accounting policies and the key sources of estimation uncertainty
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Z ¢innosti Spolecnosti vyplyva fada financnich rizik: trzni riziko,

uverove riziko a riziko likvidity. Zkracené mezitimni samostatné financéni
vykazy nezahrnuji v§echny finanéni informace o fizeni rizik a ostatni
udaje pozadované v rocni samostatné ucetni zaveérce a mély by byt
posuzovany spolec¢né se samostatnou roéni Ucéetni zavérkou Spole¢nosti
k 31. 12. 2016. Od konce roku 2016 nedoslo k zadnym zménam

v pravidlech a postupech fizeni téchto rizik.

Ve srovnani s koncem roku 2016 nedoslo k podstatné zméné ve smluvnich
nediskontovanych penéznich tocich nebo ve finanénich zavazcich.

Mid-year Report 2017

were the same as those that applied to the annual separate financial statements
for the year ended December 31, 2016, with the exception of changes
in estimates that are required in determining the provision for income taxes.

5. FINANCIAL RISK MANAGEMENT

5.1 Financial risk factors

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

risk, credit risk and liquidity risk. The condensed interim separate financial
statements do not include all financial risk management information and
disclosures required in the annual separate financial statements, and

should be read in conjunction with the Company’s annual separate financial
statements as at December 31, 2016. There have been no changes in the risk
management processes since year end or in any risk management policies.

5.2 Liquidity risk
Compared to year end 2016, there was no material change
in the contractual undiscounted cash outflows or financial liabilities.
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Pohyby v oblasti pozemk, budov a zafizeni jsou nasledujici:

Pozemky,
budovy
a stavby

(v milionech K¢&)

K 1.1.2016
Pofizovaci cena

Opravky
a snizeni
hodnoty

1940
-1423

Zuastatkova
hodnota

Pololeti konéici 30. 6. 2016
Pocateéni
z(statkova
hodnota
Prirastky
v porizovaci 55
cené

517

517

Vyrazeni
v zUstatkové 0
hodnoté

Odpisy

Koneéna
zustatkova
hodnota

K 30. 6.2016
Pofizovaci cena

537

1996

Opravky
a snizeni
hodnoty

Zustatkova
hodnota

K1.1.2017
Pofizovaci cena

-1459

537

2076
Opravky
a snizeni
hodnoty

-1496

Zastatkova
hodnota

Pololeti koné&ici 30. 6. 2017
Pocatecni
zlstatkova
hodnota

580

580

PrirGstky
v pofizovaci 3
cené

Vyrazeni

v zUstatkoveé 0
hodnoté

Rozpusténi 0
opravné polozky
QOdpisy

Koneéna
zustatkova
hodnota

K 30. 6. 2017
Pofizovaci cena

-40

543

2079
Opravky
a snizeni
hodnoty

-1536

Zastatkova

hodnota 543

Dopravni
prostiedky,
stroje

a zafizeni

5864

-3471

2393

2393

165

-2
-196

2360

5930

-3570

2360

5928

-3598

2330

2330

991

141

53
-249

2984

6555

-3571

2984

.. Pofizeni aktiv
Inventar H
. aposkytnuté
avybaveni zalohy
52 826
-46 0
6 826

6 826

0 198

0 0
-1 0
5 1024
51 1024
-46 0
5 1024
50 1320
-43 0
7 1320

7 1320

0 -673

0 0

0 0

-1 0
6 647
47 647
-41 0
6 647

Celkem

8682

-4940

3742

3742

418

-2

-232

3926

9001

-5075

3926

9374

-5137

4237

4237

321

141

53
-290

4180

9382

-5148

4180

Za prvnich Sest mésicl roku 2017 Spolecnost vyradila nékteré stroje
a zarizeni, které identifikovala jako dale nepotiebné, a schvalila jejich

vyrazeni v hodnoté 10 milion K¢. Za prvnich $est mésicl roku 2016 nebylo

vykazano zadné vyrazeni dlouhodobych aktiv.

6. PROPERTY, PLANT AND EQUIPMENT

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

Constructions

Property, Vehicles & "y .

(in CZK million) Buildings & Machinery g“F’I')‘('t:‘r’:; 2 Adeaess Total

Constructions Equipment paid
As at January 1, 2016
Cost 1940 5864 52 826 8682
Accumulated
depreciation (1423) (3471) (46) - (4940)
and impairment
Net carrying
v 517 2393 6 826 3742
Six months ended June 30, 2016
Opening net
carrying amount 517 2393 6 826 3742
Additions cost 55 165 - 198 418
Disposal net
carrying amount - @ - - @
Depreciation
charge (35) (196) (1) - (232
Closing net
carrying 537 2360 5 1024 3926
amount
As at June 30, 2016
Cost 1996 5930 51 1024 9001
Accumulated
depreciation (1459) (83570) (46) - (56075)
and impairment
Net carrying
e 537 2360 5 1024 3926
As at January 1, 2017
Cost 2076 5928 50 1320 9374
Accumulated
depreciation (1496) (3598) (43) - (6137)
and impairment
Net carrying
e 580 2330 7 1320 4237
Six months ended June 30, 2017
Opening net
carrying amount 580 2330 7 1320 4237
Additions cost 3 991 - (673) 321
Disposal net
carrying amount - (141 - - (4n)
Release of
provision - 58 - - 53
Depreciation
charge (40) (249) ) - (290)
Closing net
carrying 543 2984 6 647 4180
amount
As at June 30, 2017
Cost 2079 6555 47 647 9382
Accumulated
depreciation (1536) (3571) (41) - (56148)
and impairment
Net carrying 543 2984 6 647 4180

amount

In the first six months of 2017 the Company disposed of several assets
which have been identified as no longer needed and approved for

scrapping in amount of CZK 10 milion. There was no disposal of PP&E
recognised in the first six months of 2016.
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Najemné v hodnoté 68 miliond K¢ v roce 2017 (2016: 73 milion( K¢) za
pronajem sklad(l, kancelarskych prostor, vypocetni techniky a dopravnich
prostiedki je vykazano do zisku nebo ztraty.

Veskeré vydaje na porizeni dlouhodobych aktiv byly financovany z vlastnich
zdrojli Spole¢nosti.

Lease rentals amounting to CZK 68 milion (2016: CZK 73 milion) relating
to the lease of warehousing, office space, IT equipment and vehicles are
included in profit or loss.

All investments in property, plant & equipment were financed by the
Company’s own resources.

7. ZASOBY 7. INVENTORIES

(v milionech K¢) 30.6.2017 31.12. 2016 (in CZK million) June 30,2017 December 31,2016
Material 113 101 Materials 113 101
Zbozi 199 207 Merchandise 199 207
Celkem 312 308 Total 312 308

Pofrizovaci naklady na zasoby vykazané ve zkraceném mezitimnim
samostatném vykazu Uplného vysledku za prvnich $est mésicl roku 2017
jako naklad a zahrnuté v polozce Naklady na prodané vyrobky a zbozi €inily
1913 milion K¢ (2016: 2043 miliond KE).

8. OBCHODNIi A OSTATNIi FINANCNi POHLEDAVKY
A OSTATNIi NEFINANCNI AKTIVA

The cost of inventories, recognised as an expense in Condensed Interim
Separate Statement of Comprehensive Income in the first six months

of 2017 and included in costs of goods sold amounted to CZK 1 913 milion
(2016: CZK 2 043 milion).

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

(v milionech K¢) 30.6.2017 31.12. 2016 (in CZK million) June 30,2017 December 31,2016
Obchodni a ostatni finanéni pohledavky Trade and other financial receivables

Treti strany 586 281 Third parties 586 281
Dcefina spole¢nost 238 110 Subsidiary 238 110
Ostatni spriznéné strany 105 25 Other related parties 105 25
Celkem 929 416 Total 929 416
(v milionech K¢) 30.6.2017 31.12. 2016 (in CZK million) June 30,2017 December 31,2016
Ostatni nefinanéni aktiva Other non-financial assets

Ostatni aktiva - spotrebni dan 1988 2195 Other assets - excise tax 1988 2195
Placené zalohy 13 13 Prepayments 13 13
Celkem 2001 2208 Total 2001 2208
(v milionech K¢) 30.6.2017 31.12. 2016 (in CZK million) June 30,2017 December 31,2016
Ostatni dlouhodoba finanéni aktiva Other non-current financial assets

Ostatni finan¢ni aktiva 107 102 Other financial assets 107 102
Total 107 102 Total 107 102
9.  PENEZNi PROSTREDKY A PENEZNI 9.  CASH AND CASH EQUIVALENTS

EKVIVALENTY (in CZK million) June 30,2017 December 31,2016

(v milionech Kg&) 30.6.2017 31.12.2016 Cash at banks 5357 6213
Usty v bance 5357 6213 On-demand deposits with related 425 1704
Kratkodobé pajcky spiiznéné 25 1704 :a?'fs 702 o17
strané splatné na pozadani ota

Celkem 5782 7917

Kratkodobé pujcky spfiznénym stranam splatné na pozadani predstavuji
uroc¢ené kratkodobé pujcky. Analyza kratkodobych pohledavek za
spriznénymi stranami je uvedena v bodé 14.

Penézni prostredky, penézni ekvivalenty, kratkodobé pujcky od spfiznénych

stran splatné na pozadani a debetni zlistatky na bankovnich uctech pro
ucely sestaveni samostatného vykazu penéznich toku jsou nasledujici:
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On-demand deposits with related parties are interest-bearing short-term
loans. Analysis of receivables from related parties is disclosed in Note 14.

Cash and cash equivalents, on-demand borrowings from related parties
and bank overdrafts for the purposes of the separate cash flow statement
include the following:
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(v milionech K¢) 30.6.2017 31.12.2016 30.6.2016 31.12.2015 A ATR June 30, December June 30, December
(in CZK million)

. 5 2017 31,2016 2016 31,2015
cnsZniprostiedicy) 5782 7917 4712 7051
a penézni ekvivalenty Cas_h and cash 5782 7917 4712 7051
Debetni zstatky na 37 55 - 5 equivalents
bankovnich uétech Bank overdrafts (37) (56) (106) (5)
Penézni prostiedky Total cash and cash
apenézni 5745 7861 4606 7046 equivalents 5745 4est 4606 4016

ekvivalenty celkem

10. OBCHODNI A OSTATNIi FINANCNIi ZAVAZKY
A OSTATNIi NEFINANCNIi ZAVAZKY

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

(in CZK million)

June 30,2017 December 31,2016

(v milionech Kg) 30. 6. 2017 31.12.2016 Trade and other financial liabilities

Obchodni a ostatni finanéni zavazky Third parties 245 243
Treti strany 245 243 Other related parties 738 851
Ostatni spfiznéné strany 738 851 Accrued expenses 292 548
Dohadné ucty pasivni 292 548 Dividends payable 7 8
Nevyplacené dividendy 7 8 Other financial liabilities 114 74
Ostatni finan¢ni zavazky 114 74 Total 1396 1724
Celkem 1396 1724

Other non-financial liabilities

Ostatni nefinanéni zavazky Amounts due to employees 103 107
Zavazky vici zaméstnancim 103 107 Social security and health insurance 46 45
Zavazky ze socié\l!rwlir]orzabezpeéeni 46 45 Advances received 4 =
a zdravotniho pojisténi D] (oS 4 14
Rhjatelzalohy, 4 O “Other liabilities 12 6
Vynosy pfistich obdobi 4 14 Total 169 172
Ostatni zavazky 12 6

Celkem 169 172

Zavazky vyplyvajici z transakci mezi spfiznénymi stranami jsou popsany
v bodé 14.

11. OSTATNi DANOVE ZAVAZKY

(v milionech K¢) 30. 6.2017 31.12. 2016
Dan z pfidané hodnoty 195 94
Spotfebni dan 4138 4653
Ostatni dané 18 17
Celkem 4351 4764

12. DRUHOVE CLENENi NAKLADU - DOPLNUJICI
INFORMACE

Trade payables to related parties are disclosed in Note 14.

11. OTHER TAX LIABILITIES

(in CZK million)

June 30,2017 December 31,2016

VAT 195 94
Excise tax 4138 4653
Other taxes 18 17
Total 4351 4764

12. EXPENSES BY NATURE - ADDITIONAL
INFORMATION

(in CZK million)
Raw materials, consumables used

June 30, 2017 June 30, 2016

and merchandise sold 1733 18y
Services 690 601
Royalties 348 314
Employee benefits expense 483 480
Depreciation, amortisation and 300 236

impairment charge

Other 17 85

Costs of goods sold, distribution

and administrative expenses 357

3533

(v milionech K¢) 30. 6.2017 30.6.2016
Spotieba materialu, energie

a prodané zbozi 1733 1817
Sluzby 690 601
Licencni poplatky 348 314
Naklady na zaméstnance

azaméstnaneckeé pozitky 483 480
Odpisy, amortizace a snizeni

hodnoty 300 236
Ostatni 17 85
Naklady na prodané

vyrobky a zbozi, odbytové 3571 3533

a administrativni naklady
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13. ROZDELENI ZISKU

Valna hromada akcionaiu Spolec¢nosti schvalila v dubnu 2017 vyplatu
dividend ve vysi 2 745 miliont K¢ (1 000 K¢ na akcii) a v dubnu 2016
vyplatu dividend ve vysi 2526 miliont K¢ (920 K¢ na akcii).

14. TRANSAKCE SE SPRIZNENYMI STRANAMI
Spriznénymi stranami se rozumi Materska spole¢nost, Dcefina spole¢nost
a ostatni spole¢nosti skupiny PMI (,,Ostatni spfiznéné strany”), ¢lenové
predstavenstva Spolec¢nosti, ¢lenové dozoréi rady Spoleénosti a osoby

blizké témto ¢lentm.

Mezi spriznénymi stranami byly uskute¢nény nasledujici transakce:

13. PROFIT DISTRIBUTION

The dividends approved by the Annual General Meeting in April 2017
and April 2016 were CZK 2 745 milion (CZK 1 000 per share) and
CZK 2526 milion (CZK 920 per share), respectively.

14. 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) Prodej vyrobku, zbozi a sluzeb spole¢nostem skupiny a) Sales of goods, merchandise and services to affiliates
PMI within PMI
(v milionech Kg) 30.6.2017 30.6.2016 (in CZK million) June 30, 2017 June 30, 2016
Prodej vyrobku a zboZi Sales of goods and merchandise
Dcefina spole¢nost 1158 1087 Subsidiary 1158 1087
Prodej materialu Sales of materials
Ostatni spriznéné strany 2 0 Other related parties 2 -
Prodej pozemkd, budov a zafizeni Sales of PP&E
Ostatni spriznéné strany 81 8 Other related parties 81 8
Prodej sluzeb Sales of services
Dcefina spolec¢nost 32 22 Subsidiary 32 22
Ostatni spriznéné strany 1361 1295 Other related parties 1361 1295
Prefakturace Recharges
Dcefina spole¢nost 1 0 Subsidiary 1 -
Ostatni spfiznéné strany 2 1 Other related parties 2 1
Celkem 2637 2423 Total 2637 2423
b) Nakup zbozi a sluzeb od spole¢nosti skupiny PMI b) Purchases of merchandise and services from affiliates
within PMI

(v milionech K¢) 30.6.2017 30.6.2016
Nakup zboZi a materialu

Ostatni spriznéné strany 1539 1571
Nakup pozemkd, budov, zafizeni a nehmotnych aktiv

Ostatni spriznéné strany 119 154
Nakup sluzeb

Dcefina spole¢nost 1 0
Ostatni spriznéné strany 235 238
Licenéni poplatky placené

Ostatni spfiznéné strany 348 314
Celkem 2242 2277

c) Dividendy

V roce 2017 Spolec¢nost prijala dividendy od Philip Morris Slovakia s.r.o. ve
vysi 56 miliont K¢ (2016: 59 milion K¢).

Dividendy vyplacené spole¢nosti Philip Morris Holland Holdings B.V. v roce
2017 ¢inily 2 130 miliond K¢ (2016: 1960 milion( K¢).

Kromé vyplacenych dividend Spole¢nost neméla v pribéhu predchozich
dvou let zadné jiné transakce s Materskou spolec¢nosti.
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(in CZK million)
Purchases of merchandise and materials

June 30, 2017 June 30, 2016

Other related parties 1539 1571
Purchases of PP&E and intangible assets

Other related parties 119 154
Purchases of services

Subsidiary 1 -
Other related parties 235 238
Royalties paid

Other related parties 348 314
Total 2242 2277

c) Dividends

Dividends received from Philip Morris Slovakia s.r.o. in 2017 amounted to
CZK 56 milion (2016: CZK 59 milion).

In 2017 Company paid to Philip Morris Holland Holdings B.V. the total
amount of CZK 2 130 milion. The dividends paid to Philip Morris Holland
Holdings B.V. in 2016 amounted to CZK 1 960 milion.

Except for dividends there were no other transactions with the Parent
company during the last two years.



Condensed Interim Separate Financial Statements

(v milionech K¢) 30.6.2017 31.12. 2016
Pohledavky za spfiznénymi stranami

Dcefina spolec¢nost 238 110
Ostatni spfiznéné strany 105 25
Celkem 343 135
Zavazky vuci spfiznénym stranam

Ostatni spriznéné strany 738 851
PUj¢ky poskytnuté

Ostatni spriznéné strany 425 1704

K 30. 6. 2017 Spole¢nost poskytovala uroc¢ené kratkodobé pljcky
splatné na pozadani (cash pool) ve vysi 425 miliont K¢ spole¢nosti

Philip Morris Finance S.A. (k 31. 12. 2016: 1 704 milion K¢. VSechny
kratkodobé pljcky jsou v samostatném vykazu finanéni pozice Spolec¢nosti
k 30. 6. 2017 a 31. 12. 2016 vykazany jako soucast penéznich prostiedku
a penéznich ekvivalent(.

Bézna vyse Urokové sazby z kratkodobé pujcky je stanovena jako tydenni
PRIBOR plus/minus marze odpovidajici trznim podminkam u pujcek

s obdobnou délkou vkladu a likviditou, bézna vyse Urokové sazby

z kratkodobych pujcek splatnych na pozadani je stanovena jako no¢ni
PRIMEAN -0,25 %, tj. PRIMEAN ((no¢ni PRIBOR + noc¢ni PRIBID)/2)
plus/minus marze odpovidajici trznim podminkam u puj¢ek s obdobnou
délkou vkladu a likviditou.

Skute¢na vyse Urokoveé sazby zavisi na aktualni situaci na penéznim trhu
a druhu pujcky. Primérna vyse efektivni Urokové sazby z kratkodobych
pljcek (cash pool) za pololeti kon¢ici 30. 6. 2017 ¢ini 0,010 % p.a.
(2016: 0,010 % p.a.).

Odmény kli¢ovych ¢lend vedeni zahrnuji odmény ¢lenli predstavenstva
a dozorci rady za vykon funkce dle smlouvy o vykonu funkce ¢lena
predstavenstva, respektive dozorci rady.

Odmény ¢lent vedeni, ktefi jsou zaméstnanci Spole¢nosti nebo
spolec¢nosti skupiny PMI, se skladaji zodmény za vykon funkce ¢lena
predstavenstva, respektive dozorci rady, ro¢niho platu, bonusu podle
individualniho vykonu, thrad akciemi a ostatnich nepenéznich pfijma,
jako jsou pouzivani firemniho automobilu, pfispévky na zavodni stravovani
a prispévky na penzijni pfipojisténi, zivotni a Urazoveé pojisténi a pozitky
spojené s ukonc¢enim pracovniho poméru, jak je uvedeno nize. Soucasti
nepenéznich pfijmu ¢lent predstavenstva, respektive dozorci rady,

ktefi jsou zaméstnanci spolec¢nosti Philip Morris Services S.A. nebo jiné
spolecnosti skupiny PMI, je navic Uhrada najemného a skolného.

Pozitky spojené s ukon¢enim pracovniho poméru ¢lent vedeni
zameéstnanych Spolec¢nosti, kterym byla dana vypovéd' z organiza¢nich
nebo zdravotnich divodu podle § 52 pism. a) az e) Zakoniku prace

nebo s kterymi byl rozvazan pracovni pomér dohodou z tychz divodd,
zahrnuji odstupné dle Redukéniho programu, jenz je specifikovan

v Kolektivni smlouvé. Pozitky spojené s ukonéenim pracovniho poméru
¢lenud vedeni zaméstnanych spole¢nostmi skupiny PMI jsou vyplaceny

v souladu s pracovni smlouvou uzavienou s domovskym zaméstnavatelem
a zavaznymi PMI pravidly a postupy pro mezinarodni pracovni pobyt.

d) Balances with affiliates within PMI

(in CZK million) June 30,2017 December 31,2016
Receivables from related parties

Subsidiary 238 110
Other related parties 105 25
Total 343 135
Payables to related parties

Other related parties 738 851
Loans and deposits

Other related parties 425 1704

At June 30, 2017, the Company provided related parties interest-

bearing on-demand deposits (cash pool) of CZK 425 milion with Philip
Morris Finance S.A. (at December 31, 2016: CZK 1 704 milion). All
short-term loans and deposits are classified as cash and cash equivalents
in the Company’s consolidated statement of financial position as

at June 30, 2017 and December 31, 2016.

The interest rate for short-term loan is calculated as week PRIBOR
plus/minus a margin applicable in accordance with market practice

for deposits with similar duration and liquidity, the interest rate for
on-demand deposits is calculated as overnight PRIMEAN - 0.25%,

i.e. PRIMEAN ((overnight PRIBOR + overnight PRIBID)/2) plus/minus

a margin applicable in accordance with market practice for deposits with
similar duration and liquidity.

The actual interest rates reflect the current money market and the nature
of the loan. The average effective interest rate of short-term loan

and on-demand deposits for the half-year ended June 30, 2017 was
0.010% p.a. (2016: 0.010% p.a.).

e) Key management compensation

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

The compensation of the members of 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, Supervisory Board respectively, 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, Supervisory Board respectively, 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 the members of management who are 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 the members of management who are 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.
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(v milionech K¢) 30. 6.2017 30.6.2016
Mzdy a ostatni kratkodobé pozitky 30 26
Uhrady vazané na akcie 10 14
Nepenézni pfijmy 3 4
Celkem 43 44

Vroce 2017 a 2016 nebyly vykazany zadné pozitky spojené s ukoné¢enim
pracovniho poméru.

Funkéni obdobi ¢lent predstavenstva zvolenych na valné hromadé
akcionar Spole¢nosti v roce 2017 je tfi roky.

Clenové dozoréi rady nevlastnili k 30. 6. 2017 ani k 30. 6. 2016 zadné
akcie Philip Morris CR a.s. Jedna osoba s fidici pravomoci, definovana

v § 2 odst. 1 pism. b) zakona ¢. 256/2004 Sb., o podnikani na kapitalovém
trhu. v platném znéni vlastnila 1 akcii Philip Morris CR a.s. k 30. 6. 2017
ak 30. 6. 2016.

Smluvnimi a jinymi budoucimi zavazky vyplyvajicimi z transakci se
spriznénymi stranami, které nejsou vykazany v samostatnych tcéetnich
vykazech, se rozumi zavazky k budouci sméné zdroju dle zavaznych smluv.

K 30. 6. 2017 Spole¢nost neméla vyznamné smluvni ani jiné budouci
zavazky vyplyvajici z transakci se spfiznénymi stranami, kromeé
budoucich zavazka z titulu nakupu sluzeb v souhrnné odhadované
hodnoté 137 miliond K& (hodnota budoucich zavazk( k 31. 12. 2016:
124 miliont K¢&).

Spole¢nost v minulosti uzavrela nékolik zavaznych smluv o nakupu sluzeb,
u kterych jesté nebylo vyporadano povinné pinéni. Tyto smlouvy maji
vétsinou dvou az Sestimésicni vypovédni Ihatu. Celkova odhadovana
hodnota vyporadani sluzeb dle téchto zavaznych smluv je zverejnéna vyse.

Dle smluv s vlastniky ochrannych znamek, Philip Morris Global Brands Inc.,
Philip Morris Products S.A. a CTPM International S.A., musi Spole¢nost
platit licenéni poplatky za tabakové produkty prodané v Ceské a Slovenskeé
republice. Za pololeti kon¢ici 30. 6. 2017 dosahly naklady za licenéni
poplatky vyse 348 milioni K¢ (2016: 314 milion K¢&). Ve druhém pololeti
2017 ocekava vedeni Spole¢nosti naklady za licenéni poplatky v priblizné
stejné vysi. Tyto smlouvy jsou uzavieny na dobu neurcitou a mohou byt
vypovézeny kteroukoliv ze smluvnich stran.
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(in CZK million) June 30, 2017
Salaries and other short-term 30

June 30, 2016

employee benefits 26
Share-based payments 10 14
Income in-kind 3 4
Total 43 44

There was no termination benefit recognised in 2017 and 2016.

The term of office for Board of Directors and Supervisory Board members
is three years.

f) Information on the number of shares issued by the
Company to Executives

Members of the Supervisory Board did not own any shares of Philip Morris
CRa.s. at June 30, 2017 and at June 30, 2016. One person with executive
powers as defined by Section 2 par. 1 letter b) of Act No. 256/2004 Coll.
on Capital Market Undertakings, as amended, owned 1 share of Philip
Morris CR a.s. as at June 30, 2017 and as at June 30, 2016.

g) Contractual and other commitments to related parties

Contractual and other commitments to related parties that are not recorded
in the condensed interim financial information are considered as obligations
to exchange resources in the future under binding agreements.

As at June 30, 2017, 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 137 milion (commitment value as

at December 31, 2016: CZK 124 milion).

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., Philip Morris Products S.A. and CTPM International
S.A., the Company has to pay royalties in respect of tobacco products
sold in the Czech and Slovak Republic. During the first half-year ended
June 30, 2017, the Company incurred under these agreements royalties
expense of CZK 348 milion (2016: CZK 314 milion). Management expects
the royalty expense in the second half of 2017 to be at approximately
similar level. These agreements shall continue indefinitely until terminated
by either party.



Condensed Interim Separate Financial Statements

Spole¢nost neni G¢astna zadnych soudnich, spravnich nebo rozhod¢ich
fizeni, ktera by méla anebo mohla mit vliv na finanéni situaci Spole¢nosti.

Po rozvahovém dni 30. 6. 2017 nedoslo k zadnym udalostem, které by
meély vyznamny dopad na zkracenou mezitimni samostatnou Gcetni zavérku
k 30. 6. 2017.

Schvaleni ucetni zavérky

Tato zkracena mezitimni samostatna Gcetni zavérka byla predstavenstvem
schvélena ke zverejnéni a byla z jeho povéreni podepsana.

V Kutné Hore dne 25. zari 2017

Q# i

Arpad Konye Stanislava Jurikova
predseda predstavenstva ¢lenka predstavenstva

15. 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.

16. SUBSEQUENT EVENTS

No subsequent events have occurred after June 30, 2017 that would have
material impact on this condensed interim separate financial information at
June 30, 2017.

Statutory signatures

This condensed interim separate financial information for the period ended
June 30, 2017 was authorised for issue by the Board of Directors and have

been signed below on its behalf.

In Kutna Hora on September 25, 2017

A #

Arpad Konye
Chairman of the Board of Directors

‘)
Lora
Stanislava Jurikova
Member of the Board of Directors
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