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CONSOLIDATED HIGHLIGHTS

Konsolidované udaje
(v milionech K¢&)

Consolidated Highlights
(in CZK million)

Obdobi koncici 30. ¢ervna 2020 plo) [] Zména v % Period ended June 30 2020 2019 Change in %
Trzby bez spotrebni dané a DPH 8 573 8190 4,7 Revenues, net of excise tax and VAT 8,573 8,190 4.7
Provozni zisk 2173 2 497 -13,0 Profit from operations 2,173 2,497 (13.0)
Zisk pred zdanénim 2190 2 525 -13,3 Pre-tax income 2,190 2,525 (13.3)
Cisty zisk 1734 2021 -14,2 Net income 1,734 2,021 14.2)
Zisk na akcii (K&) 632 736 Earnings per share (CZK) 632 736

Odbyt podle segmentu
(v miliardach ekvivalentnich jednotek)’

Shipments per Segment
(in billion units’ equivalent)’

Obdobi koncici 30. ¢ervna 2020 plo) [] Zména Vv % Period ended December 31 2020 2019 Change in %
Ceska republika 4,1 4,2 -4,4 Czech Republic 4.1 4.2 4.4)
Slovensko 2,1 2,1 -1,8 Slovakia 21 21 1.8)
Celkem 6,2 6,4 -3,5 Total 6.2 6.4 (3.5)

1 Odbyt, véetné ostatnich tabdkovych produktd, jako jsou cigarillos,
tabdk pro ru¢ni vyrobu cigaret (0,73 g je ekvivalentem jedné
cigarety) a vice-objemovy tabak pro ru¢ni vyrobu cigaret (0,609
je ekvivalentem jedné cigarety), jakoz i tabdkové naplné HEETS
v Ceské republice a na Slovensku.

Trzby bez zapocteni
spotrebni dané a DPH vzrostly o:

Revenues, net of excise tax
and VAT increased by:

4,7 %

Cisty zisk klesl o:

Net income decreased by:

14,2

1 Shipments include other tobacco products such as cigarillos, tobacco
for make-your-own cigarettes (0.73g is equivalent to 1 cigarette) and
volume tobacco for make-your-own cigarettes (0.60g is equivalent to
1 cigarette), as well as heated tobacco units HEETS, both in the Czech
Republic and Slovakia.

Zisk pfed zdanénim klesl o:

Pre-tax income decreased by:

13,3 %

Zisk na akcii (KC):

736 ke

Earnings per share 2019

(in CZK):

632«e

2020
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REPORT OF THE BOARD OF DIRECTORS

Zprava predstavenstva o podnikatelské ¢innosti

v, -

za obdobi konéici dnem 30. ¢ervna, 2020

Report of the Board of Directors

for the year ended june 30, 2020

Spole¢nost Philip Morris CR a.s. je prednim vyrobcem

a prodejcem tabakovych vyrobk( v Ceské republice.
Dospélym kurakdm 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 rdznych cenovych Urovnich.

Philip Morris CR a.s. je rovnéz distributorem bezdymnych
tabakovych vyrobkd HEETS*, zafizeni /IQOS a s nim
souvisejiciho pfislusenstvi v Ceské republice. /QOS je
elektronické zarizeni s presnou kontrolu, do kterého se
vklada specidlné navrzena tabakova napln produkujici
aerosol. Protoze nase bezdymné vyrobky tabak nespaluji,
ale zahrivaji, produkuji aerosol, ktery obsahuje podstatne
nizsi obsah Skodlivych a potencialné skodlivych latek
nachazejicich se v cigaretovém koufi.

Philip Morris CR a.s. je spole&nosti ve skupiné Philip
Morris International Inc. (,PMI*). Philip Morris CR a.s.
vilastni 99% obchodni podil v dceriné spolecnosti Philip
Morris Slovakia s.r.o., kterad je registrovana na Slovensku.

Tato zprava vychazi zejména z konsolidované ucetni
z&vérky spole¢nosti Philip Morris CR a.s. a Philip

Morris Slovakia s.r.o., kterd byla sestavena v souladu

s Mezinarodnimi standardy Ucetniho vykaznictvi ve znéni
prijatém Evropskou unii.

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 the smoke-free
tobacco products, HEETS* with /QOS devices and related
accessories in the Czech Republic. /QOS is a precisely
controlled device into which a specially designed heated
tobacco unit is inserted and heated to generate an
aerosol Because our smoke-free products do not burn
tobacco, they produce an aerosol that contains far lower
quantities of harmful and potentially harmful constituents
than found in 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 largest distributor of cigarettes

in Slovakia. Philip Morris Slovakia s.r.o. also distributes
HEETS and /QOS in the country.

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.ro. prepared
in accordance with International Financial Reporting
Standards as adopted by the European Union.

V roce 2017 byl v Cesku tento vyrobek uveden pod obchodnim
nazvem HEETS FROM MARLBORO a tento obchodni nazev se

v Q12018 zmeénil na HEETS. Od tohoto mista dale je v rdmci Pololetni
zpravy 2020 pouzivan jednotny obchodni ndzev HEETS pro oba trhy.

* In the Czech Repubilic, the product was launched as HEETS FROM
MARLBORO in 2017. The brand name changed as of Q12018 to
HEETS. Hereinafter a single brand name HEETS is used throughout
the 2020 Mid-Year Report for this product in both countries.
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Konsolidované financ¢ni vysledky

Jsme radi, ze mUzeme oznamit vysledky za prvni
polovinu roku 2020. Navzdory vypuknuti pandemie
COVID-19 a opatrenim, ktera vilady prijaly k omezeni sifeni
viru, nas vykon byl uspokojivy.

Potésil nds pokracujici silny rlst prodejd zahfivanych
tabakovych vyrobkd HEETS a zarizeni IQOS diky
rostouci zakladné dospélych uzivateld /QOS% celkovy
pocet dospélych /QOS uzivateld® v obou zemich vzrostl,
v porovnani s predchozim rokem, o 169 000 a dosanhl
621 000. Z toho 427 O00* dospélych uzivateld prestalo
s koufenim a preslo na /QOS*.

Konsolidované trzby bez spotrebni dané a DPH ve vysi
8,6 miliardy K¢ se, v porovnani se stejnym obdobim

roku 2019, zvysily 0 4,7 %, a to zejména v dUsledku
vys$sich prodejd tabakovych naplni HEETS a zatizeni IQOS
v Ceské republice a na Slovensku ve vysi 1,3 miliardy K¢

a pozitivnich dopadl zvyseni cen portfolia tabdkovych
vyrobkd uré¢enych ke koureni® realizovanymi spole¢nostmi
Philip Morris CR a.s. a Philip Morris Slovakia s.ro. ve vysi
0,3 miliardy K¢, které byly ¢aste¢né kompenzovany
snizenim prodejd portfolia tabdkovych vyrobkd uréenych
ke koureni ve vysi 0,5 miliardy K. Pri vyloucenf viivu
menoveého kurzu se konsolidované trzby bez spotrebni
dané a DPH zvysily o 3,8%.

Zisk z provozni ¢innosti ve vysi 2,2 miliardy K& klesl,

Vv porovnani se stejnym obdobim roku 2019, 0 13%, a to
zejména predevsim kvl nizs§im prodejdm v pohranici,
snizeni prodejl portfolia tabakovych vyrobk( uré¢enych
ke koureni a pohyblm zasob vyvolanych vlivem viddnich
narizeni v ramci opatreni proti vypuknuti pandemie
COVID-19 v Ceské republice i na Slovensku. Pfi vylouceni
vlivu ménového kurzu klesl zisk z provozni ¢innosti

v porovnani se stejnym obdobim roku 2019 0 12,4 %.

Cisty zisk ve vysi 1,7 miliardy K& poklesl, v porovnani
se stejnym obdobim roku 2019, 0 14,2 % z ddvodd
zminénych vyse.

Consolidated Financial Results

We are pleased to report results for the first half of 2020.
Despite the COVID-19 outbreak and the measures
governments took to contain the spread of the virus, our
performance remained solid:

We enjoyed a continuing growth of sales of HEETS and
/QOS devices thanks to growing /QOS adult user base?
the number of total /QOS adult users® in both countries
combined increased by 169,000 and reached 621,000,

of which 427,000* adult users have stopped smoking and
switched to /QOS*.

Consolidated revenues, net of excise tax and VAT, grew
by 4.7% (compared to the same period in 2019) to
CZK 8.6 billion, driven by higher sales of HEETS and
/QOS devices of CZK 1.3 billion and favorable pricing
on our combustible portfolio of CZK 0.3 billion, partly
offset by lower combustible portfolio® sales volumes
of CZK 0.5 billion. Excluding the impact of currency,
consolidated revenues, net of excise tax and VAT,
increased by 3.8%.

Profit from operations of CZK 2.2 billion declined by 13%
in the first half of 2020 compared to the same period

in 2019, due primarily to lower border sales in Czech
Republic, lower combustible portfolio volumes and trade
inventory changes triggered mainly by implementation
of governmental measures introduced to counter

the COVID-19 outbreak in both, Czech Republic and
Slovakia. Excluding the impact of currency, profit from
operations decreased by 12.4%.

Net income of CZK 1.7 billion decreased by 14.2%
(vs. the first half of 2019), reflecting the items noted above.

2 Zdroje:'nevel"ejny zdroj Panel dospélych uzivatelt /QOS, odhady Philip
Morris CR a.s. a Philip Morris Slovakia s.r.o.

3 Odhadovany pocet dospélych uzivatell /QOS, u kterych tabdkové
naplné& HEETS tvofi alespon 5% denni spotfeby tabdkovych vyrobka
za poslednich 7 dni.

4 Odhadovany pocet dospélych uzivatell /QOS, u kterych zahfivané
tabakové vyrobky tvofi 100% denni spotfeby tabakovych vyrobkdad,
z ¢eho alespon 70% tvori tabakové naplné HEETS.

5 Portfolio tabakovych vyrobkl uréenych ke koufeni zahrnuje cigarety,
cigarillos, tabak pro ru¢ni vyrobu cigaret a vice-objemovy tabak pro
rucni vyrobu cigaret.

* oprava tiskové chyby - plvodni hodnota 428 00O je nahrazena
hodnotou 427 000

2 Sources: /QOS adult user panel, Philip Morris CR a.s. and Philip Morris
Slovakia s.r.o0. internal estimates.

3 Estimated number of adult /QOS users that used HEETS for at least
5% of their daily tobacco consumption over the past seven days.

4 Estimated number of adult /QOS users, whose daily individual
consumption of heated tobacco units represents the totality of their
daily tobacco consumption over the past seven days, of which at least
70% are HEETS.

5 Combustible portfolio includes cigarettes, cigarillos, tobacco for
make-your-own cigarettes and volume tobacco for make-your-own
cigarettes.

corrigendum - the original value of 428,000 is replaced
by the value of 427,000
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Podnikani v Ceské republice

Trzby v tuzemsku bez spotfebni dane a DPH se,

Vv porovnani se stejnym obdobim roku 2019, zvysily

0 4,0% na 5,0 miliard K¢, a to zejména v dUsledku vyssich
prodejl tabdkovych napini HEETS a zarizeni IQOS

ve vysi 11 miliardy K¢ a pozitivnich dopadl zvyseni cen
portfolia tabakovych vyrobkd urcenych ke koureni ve vysi
0,3 miliardy K¢, které byly ¢astecné kompenzovany
snizenim prodej( portfolia tabdkovych vyrobkd urcenych
ke koureni ve vysi 0,4 miliardy K¢ predevsim kvdli nizsim
prodejdm v pohranici a pohyblm zasob vyvolanych
vlivem vladnich nafizeni v rdmci opatfeni proti vypuknuti
pandemie COVID-19.

Celkovy kombinovany trh cigaret a zahrivanych
tabakovych vyrobkd se, v porovnani se stejnym

obdobim roku 2019, snizil o odhadovanych 11,5%

na 8,9 miliard kusl, zejména z ddvodu nizsich prodejd

v pohranic¢i a pohybdm zasob. Celkovy trh cigaret

poklesl, v porovnani se stejnym obdobim roku 2019,

o odhadovanych 15,4 % na 8,0 miliard kus( cigaret, a to
zejména v dUsledku nizsich prodejd v pohranici, pohybidm
zdsob a prechodu dospélych kurdkl na zahtivané
tabakové vyrobky.

Odhadovany trznf podil Philip Morris CR a.s., v porovnani
se stejnym obdobim roku 2019, vzrostl o 3,5 procentninho
bodu na 44,4 %, zejména v dUsledku nardstu trzniho
podilu HEETS o 4,1 procentniho bodu na 9,5%, to bylo
¢astecné kompenzovano poklesem trzniho podilu cigaret
o 0,6 procentniho bodu na 34,9 %.

Objem domaéciho odbytu portfolia tabakovych vyrobku
uréenych ke koureni spoleénosti Philip Morris CR a.s.

se, v porovnani se stejnym obdobim roku 2019, snizil

0 0,5 miliardy kust na 3,2 miliardy kusud, zatimco domaci
odbyt tabakovych nédplni HEETS dosahl 0,8 miliardy kusu.

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

4 O, 9% HEETS
H12019 | 5,4 %
cigarety
cigarettes

Business in the Czech Republic

Domestic revenues, net of excise tax and VAT, grew by
4.0% to CZK 5.0 billion driven by higher sales volumes
of HEETS and /QOS devices of CZK 11 billion and pricing
on our combustible portfolio of CZK 0.3 billion. These
positive impacts were partly offset by combustible
portfolio sales volume decline of CZK 0.4 billion due
primarily to lower border sales, trade inventory changes
triggered mainly by implementation of governmental
measures introduced to counter the COVID-19 outbreak.

The total combined market of cigarettes and heated
tobacco units has decreased by an estimated 11.5%

(vs. the first half of 2019) to 8.9 billion unit, due primarily
to lower border sales and trade inventory changes.

The total cigarette market has decreased by an estimated
15.4% to 8.0 billion units, due primarily to lower border
sales, trade inventory changes and continuous switching
of legal age users to heated tobacco units.

The estimated combined market share of Philip

Morris CR a.s. increased by 3.5 share points (vs. the first
half of 2019) to 44.4%. The growth was driven by

the market share of HEETS, which increased by 4.1 share
points to 9.5%, while our cigarette share declined by

0.6 share points to 34.9%.

Combustible portfolio shipments of Philip Morris CR a.s.
decreased by 0.5 billion units (vs. the first half of 2019)

to 3.2 billion units, while our HEETS shipments reached

0.8 billion units in the same period.

44,45
H1 2020

HEETS

9,54

cigarety
cigarettes

Zdroj: odhady Philip Morris CR, a.s. zalozené na mési¢nim souhrnu prodejli cigaret dle PwC

Source: Philip Morris CR, a.s internal estimate based on a monthly tabulation of cigarette sales data by PwC
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Podnikani na Slovensku

Trzby spole¢nosti Philip Morris Slovakia s.r.o. bez
spotrebni dane a DPH se v mistni méneg, v porovnani
se stejnym obdobim roku 2019, zvySily 0 4,2%

na 87,6 milionu EUR, a to v zejména v ddsledku nardstu
trzniho podilu HEETS ve vysi 10,8 milionu EUR, coz
bylo ¢astecné kompenzovano snizenim trzniho podilu
tabakovych vyrobkd ur¢enych ke koureni ve vysi

2,6 milionu EUR.

Celkovy kombinovany trh cigaret a zahrivanych tabakovych
vyrobkd se, v porovnani se stejnym obdobim roku 2019,
snizil o odhadovanych 1,3% na 3,6 miliard kust, zejména

z dlvodu pohybl zasob vyvolanych vlivem viddnich
narizeni v rdmci opatreni proti vypuknuti pandemie
COVID-19. Celkovy trh cigaret pokles|, v porovnani

se stejnym obdobim roku 2019, o odhadovanych 4,1%

na 3,3 miliard kust cigaret, a to zejména z ddvodu
pohybl zdsob a prechodu dospélych kurakl na zahrivané
tabakové vyrobky.

Kombinovany trzni podil Philip Morris Slovakia s.r.o.
vzrostl, v porovnani se stejnym obdobim

roku 2019, o 0,2 procentniho bodu na 58,0%, a to
zejména v ddsledku narastu trzniho podilu HEETS
o0 2,7 procentniho bodu na 9,0%, to bylo ¢astecné
kompenzovano poklesem trzniho podilu cigaret

0 2,5 procentniho bodu na 49,0 %.

Objem domaciho odbytu portfolia tabakovych

vyrobkd ur¢enych ke koufeni spole¢nosti Philip Morris
Slovakia s.r.o. poklesl, v porovnani se stejnym obdobim
roku 2019, o 0,1 miliardy kust na 1,8 miliardy kusU cigaret,
zatimco objem domaciho odbytu tabakovych naplini
HEETS spole¢nosti Philip Morris Slovakia s.r.o. se zvysil

o0 0,1 miliardy kust na 0,3 miliardy kusd.

Trzni podil na Slovensku (%)
Market share in Slovakia (%)

57, 8% HEETS
H12019 | 6,3 %
cigarety
cigarettes

Business in Slovakia

Philip Morris Slovakia s.r.o. revenues, net of excise
tax and VAT, increased by 4.2% (vs. the first half

of 2019) to EUR 87.6 million, driven by HEETS share
of market growth of EUR 10.8 million partly offset
by the combustible portfolio share of market decline
of EUR 2.6 million.

The total combined market of cigarettes and heated
tobacco units has decreased by an estimated 1.3%

(vs. the first half of 2019) to 3.6 billion units, due
primarily trade inventory changes triggered mainly by
implementation of governmental measures introduced
to counter the COVID-19 outbreak. The total cigarette
market has decreased by an estimated 4.1% to 3.3 billion
units, due primarily to trade inventory changes and
continuous switching of legal age smokers switching

to heated tobacco units.

The combined market share of Philip Morris Slovakia s.r.o.
increased by 0.2 share points (vs. the first half of 2019)
to 58.0%, driven by the increase of the market share

of HEETS by 2.7 share points to 9.0%, which was partly
offset by the decrease of our market share of cigarettes
by 2.5 share points to 49.0%.

Domestic combustible portfolio shipments of Philip
Morris Slovakia s.r.o. decreased by 0.1 billion units

(vs. the first half of 2019) to 1.8 billion units, while our
HEETS shipments of Philip Morris Slovakia s.r.o. increased
by O.1 billion units to 0.3 billion units.

5 8 % HEETS
H12020 9%
cigarety 49 %
cigarettes

Zdroj: odhady Philip Morris Slovakia s.r.o0., zaloZzené na mésiénim souhrnu prodejd cigaret dle PwC

Source: Philip Morris Slovakia s.r.o., internal estimate based on a monthly tabulation of cigarette sales data by PwC
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Vyrobni sluzby

Trzby za vyrobni sluzby vzrostly, v porovnani se stejnym
obdobim roku 2019, 0 3,8% na 1,2 miliardy K¢.

Spotrebni dan

V Ceské republice dne 1. dubna 2019 nabyla U&innosti
novela zakona o spotrebnich danich, kterd zavedla
spotrebni dan ze zahtivanych tabdkovych vyrobkd.
Sazba spotfebni dané je stejna jako pro tabak ke koureni.
S U¢innosti od 1. brezna 2020 pak doslo ke zvyseni
véech sazeb spotfebni dané z tabakovych vyrobkd.
Pevna Cast sazby dane se zvysila 0 150Ke na 1 610 K

na 1 000 cigaret, procentni ¢ast sazby dané se zvysila

o 3 procentni body na 30 % a minimalni sazba dané se
zvysila 0 270 K¢ na 2 900 Ke na 1 000 cigaret. Sazba
spotrebni dané z tabaku ke koufeni a ze zahfivanych
tabakovych vyrobkd vzrostla o 224 K& na 2 460 K¢ na 1kg
tabaku. Vyse zminéné zvyseni sazby spotrebni dané

na cigarety bylo doprovazeno trimési¢nim obdobim,

kdy mohly byt doprodavany cigarety se starou sazbou
dané. Z dGvodd zmirnéni nasledk’ opatfeni proti sifeni
pandemie COVID-19 bylo toto obdobi pro rok 2020
prodlouzeno o jeden mésic, a trvalo tak do konce

cervna 2020.

V cervnu 2020 schvalila vlada dalsi novelu zakona

o spotfebnich danich, kterd by méla zvysovat sazby dané
v letech 2021 az 2023. Navrhuje ponechat procentni
sazbu dané z cigaret ve stavajici vysi 30 % a zvysit ostatni
sazby v kazdém roce o 5%.

Na Slovensku byl schvalen trilety danovy plan od roku
2017 do roku 2019, a to prostfednictvim novely zadkona
¢.106/2004 Sb., o spotfebni dani z tabdkovych vyrobkd,
publikované jako zdkon ¢. 296/2016 Sb.6 Od 1. unora

2017 pevna sazba dané na cigarety vzrostla z 59,50 EUR
na 61,80 EUR na 1 000 cigaret; sazba minimalni

daneé z cigaret se zvysila z 91,00 EUR na 96,50 EUR

na 1 000 kusU; zatimco procentni sazba z0stava
nezmeénéna (na Urovni 23 %); sazba dané za tabak

ke koureni vzrostla ze 7111 EUR na 73,90 EUR za 1kg. Dalsf
zvysovani sazeb bylo schvaleno s uc¢innosti od 1. Unora
2019, kdy byla pevna sazba dane z cigaret stanovena

na uroven 64,10 EUR na 1 000 cigaret, minimalni sazba
dané z cigaret na 100,10 EUR na 1 000 kusU a sazba

z tabaku ke koureni na 76,70 EUR za 1kg. Vyse uvedené
zmeény sazeb byly doprovazeny jednomeési¢nim terminem
pro doprodej cigaret a Sestimésicnim terminem

pro doprodej tabaku ke koureni jako opatreni proti
predzasobeni.

Manufacturing Services

Revenues from manufacturing services increased by 3.8%
(vs. the first half of 2019) to CZK 1.2 billion.

Excise Tax

In the Czech Republic, an amendment to the Act

on excise taxes came into force on April 1, 2019 and
introduced an excise tax on heated tobacco products.
The tax rate is at parity with fine-cut tobacco. Effective
as of March 1, 2020, excise duty rates on all tobacco
products were increased. The specific component

of the cigarette excise tax rate increased by CZK 150

to CZK 1,610 per 1,000 cigarettes, the ad-valorem
component increased by 3 percentage points to 30%
and the minimum excise tax rate increased by CZK 270
to CZK 2,900 per 1,000 cigarettes. The tax rate on fine-
cut tobacco and heated tobacco products increased by
CZK 224 to CZK 2,460 per 1kg of tobacco. The above-
mentioned excise tax increases were accompanied

by a three-month retail sell-by-date anti-forestalling
regulation applicable only to cigarettes. In order to
mitigate the impacts of the measures against the spread
of the COVID-19 pandemic, this period was extended
by one month for 2020 and lasted thus until the end

of June 2020.

In June 2020, the Government approved a new
amendment to the Excise Duties Act, which aims to
increase excise rates in years 2021-2023. The proposal
includes maintaining the ad valorem component at 30%,
while increasing the other rates by 5% in each year.

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

on Tobacco Excise Tax was adopted and published

as Act no. 296/2016 Coll.9% introducing a three-year
fiscal roadmap from 2017 to 2019. As of February 1,

2017, the specific excise rate for cigarettes increased
from EUR 59.50 to EUR 61.80 per 1,000 cigarettes;

the minimum excise rate for cigarettes increased from
EUR 91.00 to EUR 96.50 per 1,000 cigarettes; while

the ad-valorem component remains unchanged (at 23%);
fine cut tobacco excise tax rate increases from EUR 71.11
to EUR 73.90 per 1kg. An additional increase had been
applied in February 1, 2019, when the specific component
for cigarettes was set at EUR 64.10 per 1,000 cigarettes,
the minimum excise tax rate for cigarettes at EUR 100.10
per 1,000 cigarettes, and the fine cut tobacco excise tax
rate at EUR 76.70 per 1kg. The excise tax increases were
accompanied by a one-month retail sell-by-date anti-
forestalling regulation for cigarettes and six months for
fine cut tobacco.

6 Zakon &. 296/2016 Sb. z 12. Fijna 2016 pozménujici zakon
€.106/2004 Sb., o spotfebni dani z tabakovych vyrobkd

6 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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S U¢innosti od 1. kvétna 2017 novelizovany zakon zaved|
danovou kategorii pro bezdymné tabakové vyrobky, které
se nespotrebovavaji spalovanim (s vyjimkou snupaveho

a zvykaciho tabaku). Danovou bazi pro jejich zdanéni

je hmotnost tabaku v bezdymném tabakovém vyrobku

a sazba je na Urovni sazby spotrebni dané na tabak

ke koureni (tj. 73,90 EUR na 1kg, ktera byla dale zvysena
na 76,70 EUR na 1kg od 1. Unora 2019).

Regulace tabakovych vyrobku

Philip Morris CR a.s. a Philip Morris Slovakia s.r.o.
podporuji komplexni a Uc¢innou regulaci tabakovych
vyrobkd, zalozenou na principu snizovani skodlivosti.

Technologie, kterou jsme my a ostatni vyrobci

v poslednich nékolika letech vyvinuli, umozniuje prechod
trhu s tabakem a nikotinem smérem k budoucnosti, kde
jsou cigarety nahrazeny méné skodlivymi, ale pritom
uspokojujicimi alternativami bez koure. V tomto kontextu
muze rozumna regulace bezdymnych tabdkovych
vyrobkd, v kombinaci s U¢innym omezenim cigaret,
pomoci efektivnéji a rychleji fesit skody zplsobené
kourenim nez tradi¢ni regulacni opatreni.

Regulac¢ni opatreni by méla nadale odrazovat lidi

od toho, aby zacali koufit, a povzbuzovat je k tomu, aby
kourit prestali. Je rovnéz zifejmé, ze miliony muzl a zen
budou nadale kourit, a tak by mély mit pristup k lepsSim
alternativdm, nez jsou cigarety, a k informacim o nich.

Smérnice o tabdkovych vyrobcich

Smérnice o tabakovych vyrobcich vstoupila v platnost
dne 19. kvétna 2014 napfri¢ zemémi Evropské unie.

V Ceské republice byla Smérnice o tabdkovych vyrobcich
transponovéana prostrednictvim zakona ¢. 180/2016 Sb.,
ktery novelizuje zakon ¢. 110/1997 Sb., o potravinach

a tabdkovych vyrobcich, a dalsich souvisejicich zdkon(,

a také provadéci vyhlasky ¢. 261/2016 Sb. Oba pravni
predpisy nabyly uc¢innosti dnem 7. zari 2016.

Tato pravni Uprava zavedla pravidla tykajici se, mimo
jiné, vyroby a prodeje tabdkovych vyrobkd, jakoz

i regulacni ramec pro komercializaci elektronickych
cigaret a novych tabakovych vyrobkd. Kromé toho
legislativa obsahuje dalsi opatfeni, jako jsou zvétsena
kombinovana zdravotni varovani pokryvajici 65 %
hlavnich stran cigaretovych krabicek a tabaku k ru¢nimu
baleni cigaret, zprisnéné oznamovaci povinnosti, zakaz
pouzivani charakteristickych prichuti pfi vyrobeée cigaret

a tabaku k ru¢nimu baleni cigaret stejné jako novy soubor
pozadavkl tykajicich se sledovatelnosti a dohledatelnosti
tabakovych vyrobkd s cilem zvysit U¢innost prevence
nelegalniho obchodu. Mentolové cigarety, véetné cigaret
s mentolovymi kapslemi, mohly byt v Ceské republice
prodavany pouze do 20. kvétna 2020. Pozadavky

na sledovatelnost a dohledatelnost tabakovych vyrobkd

Effective 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
is at parity to fine cut tobacco excise tax rate, EUR 73.90
per 1kg, which was further increased to EUR 76.70 per
Tkg as of February 1, 2019.

Strong and Effective Regulation

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

The technology that we and others have developed

in recent years 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 tobacco products, combined
with effective restrictions on cigarettes, can help address
the harm caused by smoking more effectively - and
faster - than traditional regulatory measures.

Regulations should continue to dissuade people from
starting to smoke combustible products and encourage
cessation. But it is equally clear that millions of men and
women will continue to smoke, and they should have
the access to better alternatives than cigarettes and
information on them.

Tobacco Products Directive

Across the EU, the Tobacco Products 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 Products Directive, entered
into effect on September 7, 2076.

The legislation introduced new rules on - among others -
the manufacturing and sale 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, combined health warnings covering 65%

of the main surfaces of cigarette packs and roll-your-
own tobacco, enhanced reporting obligations, a ban

on the use of characterizing flavors in the manufacturing
of cigarettes and roll-your-own tobacco, and a new

set of requirements related to the tracking and

tracing of tobacco products in order to enhance

the effectiveness of illicit trade prevention. Mentholated
cigarettes, including menthol capsules, were allowed to
be marketed in the Czech Republic until May 20, 2020
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nabyly ucinnosti 20. kvétna 2019 pro cigarety a tabak
ke koureni, pro ostatni tabdkové vyrobky nabydou
ucinnosti 20. kvétna 2024.

Evropska smeérnice o tabakovych vyrobcich dale
reguluje elektronické cigarety jako spotrebni zbozi spise
nez jako lécivé pripravky. Pokud elektronickeé cigarety
splnuji definici [é¢ivych pfipravkd, vztahuji se na né jiné
predpisy EU.

Na Slovensku byla Smérnice o tabakovych vyrobcich
transponovana do mistniho pravniho radu s Ucinnosti
od 20. kvétna 2016 z&dkonem ¢. 89/2016 Sb.7, o vyrobé,
oznacovani a prodeji tabdkovych vyrobkl a souvisejicich
vyrobkd a zméné a doplnéni nékterych zakond.

Mentolové cigarety a tabak ke koureni, vcetné cigaret
s mentolovymi kapslemi, mohly byt na Slovensku
prodavany rovnéz pouze do 20. kvétna 2020.

Pozadavky na sledovatelnost a dohledatelnost
tabdkovych vyrobkd nabyly u¢innosti dne 20. kvétna 2019
pro cigarety a tabak ke koureni. Pro ostatni tabakové
vyrobky byla U¢innost stanovena na 20. kvétna 2024.

Smeérnice o jednorazovych plastech

Smeérnice o omezeni dopadu nekterych plastovych
vyrobkd na zivotni prostfedi 2019/904 (déle jen
,Smeérnice o jednorazovych plastech”) vstoupila

v platnost dne 2. ¢ervence 2019 ve vsech zemich
Evropské unie (EU). Clenské staty EU, véetné

Ceskeé republiky a Slovenskeé republiky, jsou povinny
transponovat jeji ustanoveni do narodnich legislativ
béhem pristich dvou let tak, aby mohla nabyt Uc¢innosti
nejpozdéji 3. Cervence 2021.

Cili této smeérnice je predchazet dopadu nékterych
plastovych vyrobk( na Zivotni prostredi, zejména

na vodni prostredi, a na lidské zdravi, a snizovat jej,
jakoz i podporovat prechod k obéhovému hospodarstvi
pomoci inovativnich a udrzitelnych obchodnich modeld,
vyrobkd a materidld, a tim téz prispivat k uc¢innému
fungovani vnitrniho trhu.®

Za Ucelem dosazeni cilt zavadi smérnice radu opatreni
pro rdzné typy vyrobkd. V oblasti naseho podnikani jde
predevsim o tabakové vyrobky s filtrem a o filtry uvadéné
na trh pro pouziti s tabakovymi vyrobky. Zavedeny

maji byt pozadavky na oznacovani, dale tzv. systémy
rozsirené odpoveédnosti vyrobce a povinnost osvetovych
opatreni (informovani spotrebiteld a podniceni
odpovédného spotrebitelského chovani za Uc¢elem

7 Zakon ¢.89/2016 Sb. z 25. listopadu 2015, o vyrobé&, oznacovani
a prodeji tabakovych vyrobku a souvisejicich vyrobkd a zméné
a doplnéni nékterych zakonl

8 Clanek 1 Smérnice Evropského parlamentu a Rady (EU) 2019/904 ze
dne 5. ¢ervna 2019 o omezeni dopadu nékterych plastovych vyrobka
na zivotni prostredi

only. Tracking and tracing requirements came into force
on May 20, 2019 for cigarettes and tobacco for smoking
and will come into force on May 20, 2024 for other
tobacco products.

Furthermore, the 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 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.

Mentholated cigarettes, including menthol capsules, were
allowed to be marketed in Slovakia until May 20, 2020.

Tracking and tracing requirements entered into force

on May 20, 2019 for cigarettes and tobacco for smoking.
Other tobacco products will be subject to tracking and
tracing as of May 20, 2024.

Single-Use Plastics Directive

EU Directive on the reduction of the impact of certain
plastic products on the environment 2019/904 (” Single-
Use Plastics Directive”) entered into force on July 279,
2019 throughout the EU countries. EU Member States,
including the Czech Republic and Slovakia, are obliged to
transpose its provisions into national legislations within
the next two years i.e. by July 3 2021.

The objectives of this Directive are to prevent

and reduce the impact of certain plastic products

on the environment, in particular the aquatic
environment, and on human health, as well as to promote
the transition to a circular economy with innovative and
sustainable business models, products and materials,
thus also contributing to the efficient functioning

of the internal market.®

In order to achieve its objectives, the Directive introduces
various measures for various types of goods. In the area
of our business, these are mainly tobacco products with
filters and filters marketed for use in combination with
tobacco products. Specifically, Marking Requirements,
Extended Producer Responsibility Schemes and
Awareness Raising Measures (to inform consumers and
to incentivize responsible consumer behavior, in order

to reduce litter) should be introduced. Measures will

7 Act 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.

8 Article 1 of the Directive 2019/904 of 5 June 2019 on the reduction
of the impact of certain plastic products on the environment
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snizeni mnozstvi odhozenych odpadkd). Opatfeni budou
zavadéna postupné v nékolika fazich. Systém rozsirené
odpovednosti vyrobce pro tabakové vyrobky s filtrem

a filtry uvadéné na trh pro pouziti s tabakovymi vyrobky
bude ve statech EU nutné implementovat do 5. ledna
které spole¢nosti Philip Morris CR a.s. a Philip Morris
Slovakia s.ro. budou muset v souvislosti se zavedenim
vyse uvedenych opatfeni nést, budou znamy az po prijetf
ceského a slovenského transpozi¢niho zakona a také
pripadnych navazujicich provadécich pravnich predpisd.
Meziresortni pripominkoveé rizeni k navrhu ¢eského
transpozi¢nino zakona bylo zahdjeno v zari 2020.

Ocekavana hospodarska a financni situace

Hlavnim faktorem vyvoje v roce 2020 je pandemie
virového onemocnéni COVID-19 a nouzova opatreni,
jejichz cilem je zastavit jeho Sifeni. Tato opatrenf vyUstila
ve vyznamné hospodarské zpomaleni.

Podle udajl Ceského statistického Uradu poklesl
hospodarsky vykon v prvnim ¢tvrtleti 2020 o 3,6 %.

Pro cely rok 2020 se podle informaci Ministerstva financi
predpoklada pokles hrubého domaciho produktu o 7,6 %.
To povede k poklesu kupni sily obyvatelstva, coz se
muze projevit snizenim poptavky. Vyznamny je rovnéz
pokles preshrani¢nich nakupd zahrani¢nimi turisty vlivem
uzavreni hranic v breznu az ¢ervnu 2020 a poklesu
cestovniho ruchu po cely rok 2020.

Prodeje zarizeni /QOS a naplni HEETS rostou a my
budeme také v roce 2020 pokracovat v nasem Usili

o navysovani zakladny dospélych uzivateld /QOS.

Nase podnikani bude vsak nadale vystaveno takovym
jevdm, mezi které patfi pfechod spotrebiteld k levnéjsim
znackam cigaret a jinym alternativam spotreby nikotinu
nebo zvysena mira nelegalnich prodejl.

V roce 2020 doslo ke zvyseni spotrebni dané

z tabakovych vyrobkd, které je vyrazné vyssi, nez byly
napriklad nardsty sazeb v letech 2016 az 2018. Zohlednéni
zvyseni spotfebni dané do prodejnich cen muze vést

k dalsimu poklesu domaci poptavky po cigaretach,
narlstu preshrani¢nich nakupl ceskych spotrebiteld

v zemich s levnéjsimi cigaretami, k poklesu nakupl
zahraniénich turistl v Ceské republice & k nardstu
poptavky po nelegadlnich vyrobcich, i kdyz preshranicni
nakupy byly v prvni poloviné roku 2020 omezeny

z davodu uzavreni hranic. Vladda schvalila dalsi zvysovani
sazeb spotrebni dané v letech 2021-2023.

Pokra¢ujeme v implementaci planovanych iniciativ
zamérenych na zvyseni produktivity s cilem ridit své
naklady efektivne.

be implemented gradually in several stages. Extended
Producer Responsibility Scheme for tobacco products
with filters and filters marketed for use in combination
with tobacco products is necessary to be implemented

in the EU countries by January 5, 2023. More information
on the scope of specific costs which Philip Morris

CR a.s. and Philip Morris Slovakia s.ro. will have to bear

in relation with the above-mentioned measures will only
be known after the adoption of any implementing acts by
the EU itself and then the local transposition legislation
by the Czech Republic and Slovakia. The inter-ministerial
comment procedure on the draft Czech transposition law,
has been launched in September 2020.

Expected economic and financial situation

The main factor of the economic development during
the remainder of 2020 and during following years is

the current COVID-19 pandemic and the emergency
measures the governments might implement to contain
the spread of the disease. Any such measures risks
resulting in an substantial slowdown in economic activity,
or even mid- to long-term recession with the purchasing
power of the population declining. At this point in time
we cannot predict the extent of the impact.

The measures introduced by the Czech government
at the end of the first quarter of 2020 resulted in an
economic slowdown, where - according to data from
the Czech Statistical Office - economic performance
contracted by 3.6% in the first quarter of 2020 and
the gross domestic product is expected to fall by 7.6%
for the whole year 2020, according to the Ministry

of Finance.

Sales of /QOS devices and HEETS are growing and

we shall continue with our efforts to further increase
our /QOS adult user base in 2020. Our business will
remain exposed to consumer down-trading to cheaper
cigarettes and other nicotine-delivery alternatives, or to
an increase in illicit trade.

There was an increase of excise tax rate on tobacco
products in 2020. The increase is significantly higher
than, for example, tax rate increases in 2016 to 2018.
Translated into higher retail selling prices, it could lead to
an additional decline of domestic demand for cigarettes,
an increase of cross-border purchases of Czech
consumers in countries with cheaper cigarettes, a decline
of cross-border purchases of foreign tourists in the Czech
Republic or to an increase in demand for illicit products,
although the cross-border purchases were limited due

to border closures in the first half of 2020. The Ministry
of Finance proposed further increases in the tobacco
excise tax rate in 2021-2023.

We remain committed to continuing to implement our
planned productivity initiatives to manage our cost base.
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Rizika spojena s nasim podnikanim
a nasim odvétvim

Nasledujici rizikové faktory by mély byt pozorné vzaty

v Uvahu spolu s posuzovanim naseho podnikani a nasich
na budoucnost zamérenych prohldseni obsazenych

v této Pololetni zpraveé 2020. Kterékoliv z téchto rizik by
mohlo vyznamné negativné ovlivnit nase podnikani, nase
provozni vysledky, nasi financni situaci a skute¢nosti,
jichZ se tykaji nase na budoucnost zameérena prohlaseni,
ucinéna v této Pololetni zprave 2020.

¢ Dopad pandemie COVID-19 a s ni spojenych nouzovych
opatreni na nase podnikani je nejasny. Rozsah dopadu
této pandemie na nase podnikani a financni vysledky
bude zaviset na radé proménlivych faktord, které
nemusime byt schopni presné predvidat, véetnée
doby trvani a rozsahu pandemie, opatreni ze strany
vlady, spole¢nosti a jednotlived, ktera byla a budou
pfijata v odpoveédi na pandemii, dopadu na populaci
a poptavku po nasich produktech a nasi schopnost
tyto produkty prodavat, a to véetné dopadl omezovani
pohybu a cestovani anebo jakéhokoli uzavreni tovaren.

Pandemie COVID-19 vedla k zasadnimu ochromeni
spole¢enského a ekonomického Zivota. V jejim ddsledku
byly zavirdny obchody, prdmyslové celky a kancelare,
byla omezovana vyroba, distribuce a cestovani. S jejim
pokracovanim jsme pocitili negativni dopady na nase
podnikani, na jeho vysledky, penézni toky a finanénf
kondici. NasSe krizové a zajistovaci mechanismy
pravdépodobné nebudou piné dostacujici pro zmirneni
celkového dopadu pandemie.

V soucasné dobé mame omezenou kapacitu
konvertovat dospélé kuraky na vyrobky se snizenym
rizikem, konstatujeme snizeni prodeje v duty-free
segmentu a v jinych klicovych odvétvich, jsme svedky
odstavek a prodleni ve vyrobé a dodavatelskych
fetézcich, zvyseného kurzovniho rizika a zpozdéni

ve snizovani nakladd, a také v oblasti transformace

a restrukturalizace. Na nase podnikani doléha fakt, Zze
vyznamna ¢ast nasich pracovnikd anebo obchodnich
parterd je mimo hru kvili pandemii COVID-19.
Pandemie ma zasadni negativni dopad v ekonomickeé

a politické oblasti v zemich, kde pdsobime, a disledkem
muze byt snizend poptavka predevsim po produktech
stredni a vys$si cenoveé kategorie. Pokracovani pandemie
muze vést k omezeni pfistupu k pdjckam, anebo

ke zhorseni Urokovych podminek. Mize byt také
omezeno Usili viad v oblasti hledani védecké podpory
pro rozvoj a obchodni Uspéch vyrobkd se snizenym
rizikem, a dale mGze byt zpomalena legislativa,

kterd je podporuje. Déle je mozné, ze zpravodajstvi,
popisujici negativni dopad uzivani nasich produktl

v souvislosti s pandemii COVID-19 povede k zpfisnéni
zakonnych restrikci omezujicich uzivani a prodej nasich
vyrobkd. Rovnéz se muze snizit poptavka po nasich
produktech, ochota dospélych kurdk( prejit na vyrobky
se snizenym rizikem a muze dojit k podlomeni naseho

Risks Related to Our Business
and Industry

The following risk factors should be read carefully

in connection with evaluating our business and

the forward-looking statements contained in this 2020
Mid-year Report. Any of the following risks could
materially adversely affect our business, our operating
results, our financial condition and the actual outcome
of matters as to which forward-looking statements are
made in this 2020 Mid-year Report.

¢ The impact that the recent COVID-19 outbreak
and the emergency measures the governments
have introduced and might choose to introduce
in future to contain the disease’s spread might have
on our business is uncertain. The extent to which
this pandemic impacts our business, operations
and financial results will depend on numerous
continuously evolving factors that we may not be
able to accurately predict. These include the duration
and scope of the pandemic; governmental, business
and individuals’ actions that have been and will
be taken in response to the pandemic; the impact
of the pandemic on economic activity and actions
taken in response; the effect on the population and
demand for products and the ability to sell them,
including as a result of travel restrictions; and any
facility closures.

The COVID-19 pandemic has created significant
societal and economic disruption, and resulted

in closures of stores, factories and offices, and
restrictions on manufacturing, distribution and travel,
all of which will adversely impact our business, results
of operations, cash flows and financial position during
the continuation of the pandemic. Our business
continuity plans and other safeguards may not be
effective to mitigate the results of the pandemic.

Currently, significant risks include our diminished
ability to convert adult smokers to our RRPs,
significant volume declines in our duty-free business
and certain other key markets, disruptions or delays

in our manufacturing and supply chain, increased
currency volatility, and delays in certain cost saving,
transformation and restructuring initiatives. Our
business could also be adversely impacted if key
personnel or a significant number of employees

or business partners become unavailable due to

the COVID-19 outbreak. The significant adverse impact
of COVID-19 on the economic or political conditions

in markets in which we operate could result in changes
to the preferences of our adult consumers and lower
demand for our products, particularly for our mid-price
or premium-price brands. Continuation of the pandemic
could disrupt our access to the credit markets or
increase our borrowing costs. Governments may
temporarily be unable to focus on the development

of science-based regulatory frameworks for
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usili o zavedeni védecky podlozené legislativy regulujici
rozvoj a obchodni Uspéch vyrobkd se snizenym
rizikem produktd.

Skutecny dopad vyse uvedenych rizik zavisi

na faktorech, které se vymykaji nasim znalostem

¢i kontrole. Neni mozné odhadnout, jak dlouho
pandemie potrva, jaky bude mit rozsah a jakd budou
pfijata opatreni v oblasti verejného zdravi. Neni tedy
mozné predikovat velikost disledkd na nasich klicovych
trzich, ani v oblasti celkové ekonomické situace.

Pokracuje pokles spotreby cigaret. Divodem tohoto
poklesu je fada faktor(, véetné zvysovani dani a cen,
viadni politika, klesajici spoleCenska akceptace koureni
a pokracujici vyskyt nelegalnich vyrobkd.

Cigarety jsou predmeétem podstatného daroveého
zatizeni. Vyznamné zvyseni dani z cigaret mdze
neumeérne ovlivnit nasi ziskovost a ucinit nas méne
konkurenceschopnymi ve srovnani s nékterymi
nasimi konkurenty. Lze ocekavat, Zze zvysovani dani
bude mit i nadale negativni dopady na nase prodeje
cigaret z dGvodud poklesu jejich spotieby a z ddvodu
presunu prodejd z cigaret na jiné (levnéjsi) tabakové
vyrobky, z kategorii cigaret s prémiovou cenou

k cigaretdm s prdmérnou nebo nizkou cenou, kde
nejsme dostate¢né zastoupeni, z mistnich prodejd

k preshrani¢nim prodejdm legalnich vyrobkd

s nizsi cenou nebo nelegélnich vyrobkd, jako jsou
pasované vyrobky, padélané vyrobky ¢i nelegalni
neznackoveé cigarety.

Celime intenzivnimu konkuren&nimu boji, a pokud
bychom v tomto konkurencnim boji neobstali, mélo

by to vyznamné dopady na nasi ziskovost a provozni
vysledky. Nasimi primarnimi nastroji v konkurenénim
boji jsou kvalita nasich vyrobk(, rozpoznani znacky,
vernost znacce, chut, inovace, baleni, sluzby, marketing
a cena. Konkurenéni boj, kterému jsme vystaveni,
probiha ve vsech aspektech naseho podnikani.
Konkurené¢ni prostredi a nase konkurenéni pozice mdze
byt vyznamné ovlivnéna spatnymi ekonomickymi
podminkami, erozi zédkaznické davéry, uvedenim
vyrobkd s nizsi cenou ¢i inovativnich vyrobkd nasimi
konkurenty, vy$si spotfebni dani z tabdkovych vyrobkd,
vysSSimi cenami a vetsimi rozdily mezi maloobchodnimi
cenovymi kategoriemi a produktovou regulaci, ktera
omezi moznosti diferenciace tabakovych vyrobkd.

the development and commercialization of RRPs or
on the enforcement or implementation of regulations
that are significant to our business. In addition,
messaging about the potential negative impacts

of the use of our products on COVID-19 risks may
lead to increasingly restrictive regulatory measures
on the sale and use of our products, negatively impact
demand for our products, the willingness of adult
consumers to switch to our RRPs and our efforts

to advocate for the development of science-based
regulatory frameworks for the development and
commercialization of RRPs.

The impact of these risks also depends on factors
beyond our knowledge or control, including

the duration and severity of the outbreak, its
recurrence in our key markets, actions taken to contain
its spread and to mitigate its public health effects, and
the ultimate economic consequences thereof.

Consumption of combustible tobacco products
continues to decline. This decline is due to multiple
factors, including increased taxes and pricing,
governmental actions, the diminishing social
acceptance of smoking, and the continuing prevalence
of illicit products.

Cigarettes are subject to substantial taxes.

Significant increases in cigarette-related taxes may
disproportionately affect our profitability and make

us less competitive versus certain of our competitors.
Increases in cigarette taxes are expected to continue to
have an adverse impact on our sales of cigarettes, due
to resulting lower consumption levels, a shift in sales
from manufactured cigarettes to other (cheaper)
tobacco products’ alternatives, from the premium price
to the mid- or low-price cigarette categories, where we
may be under-represented, and from local sales to legal
cross-border purchases of lower price products, or to
illicit products such as contraband, counterfeit and
“illicit whites”.

We face intense competition, and our failure to
compete effectively could have a material adverse
effect on our profitability and results of operations.
We compete primarily on the basis of product quality,
brand recognition, brand loyalty, taste, innovation,
packaging, service, marketing, advertising and price.
We are subject to highly competitive conditions in all
aspects of our business. The competitive environment
and our competitive position can be significantly
influenced by weak economic conditions, erosion

of consumer confidence, competitors’ introduction

of lower-price products or innovative products,
higher tobacco product taxes, higher absolute prices
and larger gaps between retail price categories, and
product regulation that diminishes the ability to
differentiate tobacco products.
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*« Nemusime byt schopni pfedvidat zmény

spotrebitelskych preferenci nebo reagovat

na spotrebitelské chovani ovlivnené potencialnimi

ekonomickymi poklesy. Nase podnikani v oblasti tabaku

je vystaveno zméndm spotrebitelskych preferenci,

které mohou byt ovlivnény mistnimi ekonomickymi

podminkami. Abychom byli Uspésni, musime:

- Uspésné podporovat hodnotu obchodni znacky,

- predvidat nové spotrebitelské trendy a reagovat
na né,

- vyvijet nové vyrobky a trhy, a rozsifovat portfolio
znacek,

- zlepSovat produktivitu,

- zajistit odpovidajici vyrobni kapacitu, abychom
uspokojili poptavku po nasich vyrobcich, a

- byt schopni zachovat nebo zvysit marze
prostrednictvim zvysovani cen.

* Nase neschopnost Uspésné uvadét na trh vyrobky
s potencidlem snizeného rizika, regulace nebo zdanéni,
které neodlisuje takoveé vyrobky od cigaret, nase
neschopnost Uspéesné uvadeét na trh nove vyrobky,
nase neschopnost Uspésneé podporovat nase znacky
nebo nase neschopnost budovat strategické obchodnf
vztahy. Budouci vysledky jsou také predmétem nizsi
predpovéditelnosti vykonnosti kategorie vyrobkd
s potencialem snizeného rizika.

* NasSe ziskovost, a tudiz i vysSe vyplaty dividend,
souvisi s tim, Ze vystupujeme jednak v roli distributora
nesouciho plna rizika spojend s komercializaci
tabakovych vyrobkd urcenych ke koureni a jednak
v roli distributora s omezenym rizikem spojenym
s komercializaci vyrobk( se snizenym rizikem. Nase
odmeéna za komercializaci vyrobkl se snizenym
rizikem je zalozena na marzi z vynosl z prodeje. Jako
distributor s omezenym rizikem nejsme vlastnikem prav
dusevniho vlastnictvi k vyrobkdm se snizenym rizikem,
a proto neneseme vsechny naklady a rizika spojena
s timto vlastnictvim. Vzhledem k tomu, ze nase marze
je Umeérna nasemu riziku spojenému s komercializaci
vyrobkd se snizenym rizikem, je dopad zmén objemd
prodejl téchto vyrobkd na nasi ziskovost omezen.
TudiZz pokud se nezméni stavajici trend spotrebitelskych
preferenci ve vztahu k vyrobkdm se snizenym rizikem
a pokles objemU prodeje tabdkovych vyrobk( ur¢enych
ke koureni bude zrychlovat, v dlouhodobém horizontu
neocekavame, ze pokles zisku z prodeje portfolia
tabakovych vyrobkd ur¢enych ke koureni bude
kompenzovan zvysenim zisku zpldsobenym nardstem
prodejl vyrobkl se snizenym rizikem.

Ztracime prijmy vlivem padélani, pasovani

a preshrani¢nich nakupl. Na mezinarodnim trhu

se prodavaji velkd mnozstvi padélanych cigaret.
Domnivame se, Zze Marlboro je globalné nejvice
padélanou znackou cigaret, ackoliv nedokdzeme
kvantifikovat ztraty prijma kviali tomuto padélani. Nase
prijmy jsou rovnéz zmensovany pasovanim a legalnimi
preshrani¢nimi nakupy.

* We may be unable to anticipate changes in consumer
preferences or to respond to consumer behavior
influenced by potential economic downturns. Our
tobacco business is subject to changes in consumer
preferences, which may be influenced by local
economic conditions. To be successful, we must:

- promote brand equity successfully;

- anticipate and respond to new consumer trends;

- develop new products and markets and broaden
brand portfolios;

- improve productivity;

- ensure adequate production capacity to meet
demand for our products; and

- be able to protect or enhance margins through price
increases.

« We may be unable to successfully commercialize
reduced-risk products or regulation and/or taxation
may not differentiate between such products and
cigarettes, we may be unable to successfully introduce
new products, promote brand equity or we may be
unable to develop strategic business relationships.
Future results are also subject to the lower
predictability of our reduced-risk product category’s
performance.

« Our profitability, and consequently, the amount of our
dividend payout reflects our dual role of being a full
risk entrepreneur of combustible portfolio products
and a limited risk distributor for reduced-risk products.
Our remuneration for commercialization of reduced-
risk products is based on a set margin on revenues
from sales. As a limited risk distributor, we do not
own intellectual property rights for reduced-risk
products and therefore do not absorb all the costs or
bear the risks associated with such ownership. As our
return is proportionate to our risk for commercializing
reduced-risk products, the impact of the sales volume
variances of such products on our profitability
is limited. Consequently, if the current consumer
preference trend towards reduced-risk products will
continue and volume declines of combustible portfolio
products accelerate, we do not expect that over time
the additional profit generated from increased sales
of reduced-risk products will offset the decreasing
profits generated from the sales of combustible
portfolio products.

* We lose revenues as a result of counterfeiting,
contraband and cross-border purchases. Large
guantities of counterfeit cigarettes are sold
in the international market. We believe that Mar/boro is
the most heavily counterfeited international cigarette
brand, although we cannot quantify the revenues we
lose as a result of this activity. In addition, our revenues
are reduced by contraband and legal cross-border
purchases.

15



ZPRAVA PREDSTAVENSTVA

» Nase schopnost zvysit ziskovost mUze byt omezena, pokud
se ndm nepodafi uvést nové vyrobky nebo zvysit marze
prostrednictvim vyssich cen a vylep$eni naseho zastoupeni
znacek. RUst zisku se mUze zhorsit, pokud nebudeme
schopni uspésne uvést na trh noveé vyrobky, zvysit jejich
ceny ¢i zvysit podil prodejd vyrobkd s vy$si marzi.

* Nase schopnost realizovat strategii ziskani a udrzenf
nejlepsich talentd mize byt ohrozena klesajici
spolecenskou prijatelnosti koureni cigaret. Tabdkovy
pramysl soupefi o talenty s odvétvimi spotrebnich
vyrobkd a ostatnimi spole¢nostmi, jejichz podnikani
se tési vyssi spolec¢enské akceptaci. Ddsledkem ¢ehoz
nemusime byt schopni prinést do spole¢nosti a udrzet
nejtalentovanejsi zaméstnance.

» Selhdni funkénosti nasich informacnich systémd nebo
jejich infiltrace externimi stranami se zamérem poskodit
je, mUze mit za nasledek naruseni podnikatelské
¢innosti, soudni spory a regulatorni opatreni, ztratu
prijmU, majetku ¢i osobnich nebo dalsich citlivych dat.
Informacni systémy pouzivame k rizeni podnikovych
(obchodnich) procesl, shromazdovani a interpretaci
obchodnich dat, interni a externi komunikaci se
zaméstnanci, dodavateli, zdkazniky atd. Nékteré z ndmi
pouzivanych informacnich systémd jsou spravovany
tretimi stranami. Madme zalozni systémy a plany
kontinuity své obchodni ¢innosti, dbame na ochranu
svych systémd a dat pred neopravnénym pristupem.
Nicmeéné selhani funkcnosti nasdich systéma nebo
jejich infiltrace externimi stranami, se zamérem ziskat
¢i poskodit informace nebo jinak narusit podnikové
(obchodni) procesy, by nas mohlo v konkuren¢nim
prostredi znevyhodnit, vést ke ztraté prijmd, majetku &i
osobnich nebo dalsich citlivych dat, soudnim spordim
a regulatornim opatfenim, zplsobit poskozeni nasi
reputace a reputace nasich znacek, a vyustit v potrebu
vyznamnych naprav a k dalsim nédkladdm. Selhani pfi
ochrané osobnich udajd a nerespektovani prav subjektu
Udajd by nads mohlo vystavit znacnym pokutam dle
predpist EU, napt. dle Obecného nafizeni o ochrané
osobnich udajd (GDPR).

Udrzitelnost a spolecenska odpovédnost

Udrzitelnost pro nds znamena vytvareni dlouhodobé
hodnoty pri minimalizaci negativnich externalit spojenych
s nasimi produkty, vyrobnim zadvodem a dodavatelsko-
odbératelskym retézcem, a maximalizaci pozitivniho
dopadu na nase okoli. Nasi ambici je byt skute¢nym
lidrem v udrzitelné podnikatelské praxi. Proto musime
vynikat v mnoha oblastech, ale predevsim svymi vyrobky.
Diky pralomovému védeckému vyzkumu vyvinula PMI
radu vyrobkd bez koure, které dospélym kurdkim
prindseji pozitek a maji potencidl vyrazné snizit zdravotni
rizika ve srovnani s kourenim. Jednoho dne chceme
dosahnout budoucnosti bez koure a cigarety témito
meéneé skodlivymi alternativami zcela nahradit. Presto, ze
v centru nasi snahy o udrzitelnost je nas vyrobek a s nim

* Our ability to grow profitability may be limited by our
inability to introduce new products or improve our
margins through higher pricing and improvements
in our brand mix. Our profit growth may suffer if we
are unable to introduce new products successfully, to
raise prices or to improve the proportion of our sales
of higher margin products.

« Our ability to implement our strategy of attracting
and retaining the best talent may be impaired by
the decreasing social acceptance of cigarette smoking.
The tobacco industry competes for talent with
consumer products and other companies that enjoy
greater societal acceptance. As a result, we may be
unable to attract or retain the best talent.

¢ The failure of our information systems to function as
intended, or their penetration by outside parties with
the intent to corrupt them, could result in business
disruption, litigation and regulatory action, and loss
of revenue, assets or personal or other sensitive
data. We use information systems to help manage
business processes, collect and interpret business
data and communicate internally and externally with
employees, suppliers, customers and others. Some
of these information systems are managed by third-
party service providers. We have backup systems and
business continuity plans in place, and we take care
to protect our systems and data from unauthorized
access. Nevertheless, failure of our systems to function
as intended, or penetration of our systems by outside
parties intent on extracting or corrupting information
or otherwise disrupting business processes, could
place us at a competitive disadvantage, result in a loss
of revenue, assets or personal or other sensitive
data, litigation and regulatory action, cause damage
to our reputation and that of our brands and result
in significant remediation and other costs to us. Failure
to protect personal data and respect the rights of data
subjects could subject us to substantial fines under
regulations such as the EU General Data Protection
Regulation.

Sustainability and Social Responsibility

For us, sustainability means creating long-term value
while minimizing the negative externalities associated
with our products, operations and value chain and
maximizing the positive impact we have on the world
around us. Our ambition is to be a true leader

in sustainable business practices. We therefore need
to excel in many areas, starting first and foremost with
our products. Through ground-breaking research PMI
has developed a range of smoke-free products that
are enjoyable for adult smokers and have the potential
to significantly reduce health risks when compared to
smoking. One day we want to achieve a smoke-free
future and replace cigarettes with these less harmful
alternatives completely. Even though our product, and
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transformace naseho podnikani jako celku, neopomijime
ani dalsi pilife - rizeni provozni vykonnosti, fizeni oblasti
socialniho dopadu a snizeni nasi ekologické stopy.

Patfime k nejlepsim zaméstnavatelim a jiz posesté

za sebou ndm byla udélena certifikace Top Employer
Ceska republika a Top Employer Slovenska republika.
Jsme rovnéz drzitelem prestizni certifikace tzv. platové
rovnosti EQUAL-SALARY, kterou udéluje Svycarska
Nadace EQUAL-SALARY ve spolupréaci s Zenevskou
univerzitou a poradenskou spolecnosti PwC, jako
nezavislé potvrzeni rovného odménovani muzd a zen
na stejnych pracovnich pozicich. V kvétnu 2019 se Philip
Morris CR a.s. stala signatarem Charty diverzity (Philip
Morris Slovakia s.r.o. je signatafem uz od roku 2017).
Spolecné s dalsimi zapojenymi firmami se zavazujeme
rozvijet vSeobecné tolerantni pracovni prostredi bez
ohledu na vék, vyznani, pohlavi, sexualni orientaci ¢i
zdravotni stav. Jsme drzitelem ocenéni TOP odpovédna

firma 2019, které udéluje asociace Byznys pro spolecnost.

Kromeé toho podporujeme vymahani dodrzovani
pravnich predpisd, které stanovuji minimalni vék pro
prodej tabakovych vyrobkd, a Uzce spolupracujeme

s maloobchodniky a ostatnimi partnery pfi realizaci
programd zamérenych na prevenci koureni mladistvych.
Philip Morris Slovakia s.r.o. pokracovala v roce 2019

Vv podpore programu zaméreného na prevenci koureni
mladistvych ,Na veku zalezi", poprvé uvedeného v roce
1998. Cilem tohoto programu je zabranit mladistvym

v pfistupu k tabdkovym vyrobkdm prostrednictvim
podpory prodejct v dodrzovani pravniho pozadavku

na minimalni vék nakupujiciho. V roce 2019 pripravila
spolecnost Philip Morris CR a.s. v Ceské republice projekt
s ndazvem Youth Access Prevention (Prevence pfristupu
mladeze k tabdkovym/nikotinovym vyrobkam), ktery

je od pocatku roku 2020 postupné realizovan na vsech
prodejnich mistech tabakovych/nikotinovych vyrobkd.
V ramci projektu spolupracujeme s nasimi obchodnimi
partnery a jejich zameéstnanci. Projekt sestava z nékolika
Casti - jde napfriklad o Skoleni zaméstnancd prodejnich
mist ¢i o zretelné oznaceni zakazu prodeje tabdkovych
a nikotinovych vyrobkd mladistvym. Cilem je rovnéz
poskytnout personalu prodejen tipy, jak odmitnout
prodej tabakovych a nikotinovych vyrobkd mladistvym
a prostrednictvim nalepky na vchodu do prodejny
poskytnout informaci mladistvym, ze s ndkupem v této
prodejné nepochodi. V PMI jsme totiz presvédceni, ze
tabakové ani nikotinové vyrobky do rukou mladistvych
nepatfi, a tomuto presveédceni jsme pfi svych

aktivitach vérni.

Spole¢nost Philip Morris CR a.s. vice nez 29 let
vyznamneé podporuje charitativni projekty a programy.
Podporené charitativni projekty jsou plné v souladu

s klicovymi oblastmi darcovstvi, které stanovila nase
materska spolecnost PMI a které definuji jeji charitativni
programy po celém svété. V prvnim pololeti roku 2020
jsme pokracovali ve spolupraci napriklad s La Strada
Ceska republika, kterd je jedinou organizaci v CR, kterd

transformation of our business as such, is at the center

of our sustainability efforts, we cannot omit other pillars -
driving operational excellence, managing our social
impact and reducing our environmental impact.

We are a Top Employer and have been certified both

a Top Employer Czech Republic and Top Employer
Slovakia for the sixth consecutive year. We are also an
EQUAL-SALARY Certificate holder. This prestigious
certification is awarded by the Swiss EQUALSALARY
Foundation in collaboration with the Geneva University
and the consulting firm of PwC as an independent means
of certifying the equal compensation of women and men
for the same work positions. Since May 2019, Philip Morris
CR a.s. is also a signatory of the Czech Diversity Charter
(Philip Morris Slovakia s.r.o. is a Slovak Diversity Charter
signatory since 2017). Together with other businesses
involved, we are committed to developing a tolerant
working environment, irrespective of age, religion,
gender, sexual orientation, or health status. We are a TOP
Responsible Company 2019 award holder, which is being
awarded by the Business for Society Association.

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 2019, 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. In 2019 Philip
Morris CR a.s. designed a Youth Access Prevention (YAP)
Project for the Czech Republic. Since the beginning

of 2020, the YAP program is gradually implemented

at all retail points-of-sales (POS) of tobacco / nicotine-
containing products. Within the framework of the YAP
Project we cooperate with our trade partners and their
staff. The YAP Project consists of several phases -

e.g. POS staff training, or distinct labelling of retail
location with sticker indicating the prohibition of sales

of tobacco and nicotine-containing products to minors.
The aim of the Project is also to provide the POS staff
some tips how to refuse to sell tobacco and nicotine-
containing products to minors; and inform minors

by a sticker at the entrance of the retail location that

the above-mentioned products will not be sold to minors
in the shop. At PMI, we are convinced that youth should
not use tobacco or nicotine-containing products, and we
adhere to this conviction in our activities.

For more than 29 vears, Philip Morris CR a.s. has
contributed significantly to charitable activities.

When donating finances to charity, our company acts

in accordance with the internal regulations of the Philip
Morris International Inc. (PMI), which has designated key
areas of support that define the company’s charity program
worldwide. In the first half of the year 2020, in the area
of empowering women we continued our cooperation
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systematicky fesi problematiku obchodovani s lidmi

a vykoristovani. Dlouhodoba spoluprace pokracovala

i s vyznamnymi charitativnimi organizacemi v Ceské
republice, jako je Nadacni fond Slunce pro vsechny,

a s nejvétsi platformou pro odpovédné podnikani v Ceské
republice - Byznys pro spole¢nost. Spolupracujeme

s Nadaci Charty 77, kterd se zaméruje na podporu
Sirokého okruhu projektl. Podporujeme rovnéz komunitni
projekty zacilené primo na oblast nasi plUsobnosti, tedy
region Kutnohorsko.

Na Slovensku se nase charitativni aktivity zameérovaly

na oblast ekonomického rozvoje a posileni postaveni
zen. Philip Morris Slovakia s.r.o. kazdoro¢né porada
sbirku Satstva pro znevyhodnéné spoluobcany z celého
Slovenska a zapojuje se do dobrovolnického programu
,Nase mesto”, organizovaného Nadaci Pontis. Tyto dve
aktivity byly tento rok presunuty na léto/podzim, kvuli
koronakrizi. Spole¢nost také podporila nékolik organizaci
z rGznych regiond Slovenska, které podporuji mladez

z etnickych mensin nebo socidlné znevyhodnéného
zazemi. Rovnéz podpofrila programy podporujici
coworking pro matky. Philip Morris Slovakia s.r.o. i nadale
podporovala komunity, zejména handicapovanych lidf

a 0sob bez domova.

Prvni pololeti roku 2020 bylo ve znameni onemocnéni
COVID-19. V rdmci Ceské republiky jsme nejprve
uprednostnili nase zameéstnance, které jsme vybavili
osobnimi ochrannymi pomutckami a dezinfekci jsme

jim poskytli na vsech mistech ve vyrobnim zavodu.
Celosvetove se firma PMI zavazala, Ze po dobu kritického
obdobi udrzi pracovni mista. Po zajisténi bezpecnosti
lokalnich zaméstnancd jsme zrealizovali nékolik projektd
na pomoc zranitelnym skupinam.

V Ceské republice dosahla nase celkova finanenf

i materidlni podpora externich zainteresovanych

stran (stakeholder() vice nez 16 miliond korun. Uplné

na zacatku pandemie jsme spustili rychly Mimoradny
fond Philip Morris CR a.s. na podporu téch, kteff plsobili
v prvni linii boje s COVID-19. Do fondu jsme vyclenili
nékolik miliond korun, kterymi jsme podpofili nékolik
velkych centralnich nemocnic. Penize byly uréeny

na pofizeni plicnich ventilatort a osobnich ochrannych
prostredk( (chirurgické masky, respirdtory, jednordzové
rukavice, dezinfekce atd.). Zdravotnické zachranné sluzbé
Stredoceského kraje jsme zakoupili generdtory ozdnu pro
sanitni vozy. Ozonizery jsou schopny likvidovat bakterie
a viry, a pomahaly zamezit Sifeni nakazy koronavirem.
Nemocnici Kutna Hora, jako soucasti Oblastni nemocnice
Kolin, a.s., nemocnice Stredoceského kraje, jsme vénovali
200 tisic K& na ndkup ochrannych pomdcek. Kromé
toho jsme poskytli i finanéni prostredky Ceské asociaci
sester, ur¢ené na regeneracni aktivity pro sestry a dalsf
nelékarské pracovniky, zapojené do péce o pacienty

s onemocnénim COVID-19.

with the La Strada Czech Republic, which is the only
organization in the Czech Republic that systematically
tackles the problems of human trafficking and exploitation.
We also continued our long-term cooperation with major
charitable organizations in the Czech Republic, such as
“Sun for All” and the largest platform for responsible
business “Business for Society.” We also cooperated with
Charta 77 Foundation, which is focused on supporting

a wide range of projects. We also supported community
projects focused on access to education within

the location of our operations in the Kutnad Hora Region.

In Slovakia, our charitable activities were focused

on the areas of economic development and empowering
women. Philip Morris Slovakia s.r.o. yearly organizes
clothes collection for disadvantaged people across
Slovakia and participates in the volunteering program
“Our City” organized by the Pontis Foundation. These
two activities have been rescheduled this year for
summer / autumn due to corona crisis. The company
has supported several organizations across the country
that develop programs supporting youth from minorities
or from socially disadvantaged backgrounds. Programs
which support coworking for mothers were supported
as well. Philip Morris Slovakia s.r.o. also focused

on the continued support of communities, especially
handicapped and homeless people.

The first half of 2020 was marked by COVID-19 situation.
Within the Czech Republic, first of all we have prioritized
our employees. We equipped them with the personal
protection aids and made the disinfection available for
them everywhere in the factory. Globally, PMI made

a commitment on the job security of employees during
the critical period. After ensuring the safety of local
employees, we implemented several projects to help
vulnerable groups.

Our overall financial and in-kind contribution to external
stakeholders reached more than 16 million within

the Czech Republic. We have started with a rapid support
of those in the front-line of the fight with COVID-19 by
supporting several major hospitals via an Extraordinary
Fund of Philip Morris CR a.s., at the very beginning

of the pandemic. We have allocated several million CZK
to support several large central hospitals. Fund were
intended for procurement of lung ventilators and personal
protection equipment (surgical masks, respirators,
disposable gloves, disinfection etc.). We have purchased
ozone generators for ambulances of the Medical

Rescue Service of the Central Bohemian Region. Ozone
generators are able to Kill bacteria and viruses and help
prevent the spread of coronavirus infection. We donated
CZK 200,000 to the Kutna Hora Hospital, as part

of the Kolin Regional Hospital, a.s., a hospital in the Central
Bohemian Region, for the purchase of personal protective
equipment. In addition, we have provided funding to
Czech Association of Nurses for the recovery activities
of nurses and other non-medical hospital staff involved
in the care of patients with COVID-19 disease.
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Co se tykd materidini podpory, patefnim byl projekt
Tablet od srdce. Diky nému jsme pomohli vybavit

radu domovi socialni péce po celé zemi, které byly

v nejkritictéjsi dobé uzavieny pro navstévy rodinnych
prislusnikd, deviti stovkami digitdlnich tablet’ s datovymi
SIM kartami. Seniofi tak mohli zGstat v kontaktu se svymi
rodinami a navzajem se audio-vizualné spojit.

Rozdali jsme pres 200 000 kusl chirurgickych rousek

a vice nez 700 litrd dezinfekce ANTI-COVID mnoha
obcim, Uradim, domovim socidlni péce, zubnim lékarim
a dalsim. Spustili jsme obédovou iniciativu na podporu
mistnich komunit - nase zavodni jidelna v kutnohorské
tovarné poskytla kazdy pracovni den 50 jidel détem

a jejich rodinam, které byly v tizivé socialni situaci.

V ramci interni zameéstnaneckeé iniciativy PMI Sije, dokazali
nasi zameéstnanci usit stovky bavinénych rousek, které
pak byly vénovany na charitu nebo pro rodiny a pfibuzné
nasich zaméstnancd.

Spole¢nost Philip Morris Slovakia s.r.o. darovala
nemocnicim v Bratislavé a Kosicich dohromady 18 kusd
plicnich ventildtord v hodnoté vice nez 300 tisic EUR

na pomoc v boji s COVID-19. Pomahali jsme i zranitelnym
skupinam, jako jsou ddchodci, svobodné matky

s détmi, hasi¢i nebo medici. V 7 slovenskych méstech
temto skupinam obyvatelstva bezplatné privezli nasi
zaméstnanci kazdy pracovni den 600 obédd, a to

po dobu 6 tydnud. Celkové jsme tak darovali 19 200 obéd
v celkové hodnoté 96 000 EUR. Obédy jsme nakupovali
v restauracich, kterym jsme timto projektem pomonhli
udrzet si své zaméstnance i provoz restaurace. Projekt
Tablet od srdce byl realizovan i na Slovensku. V jeho
ramci jsme darovali nejzranitelnéjsi skupiné obyvatelstva
v domovech seniort 550 kusU tabletl, véetné
internetového pfipojeni, aby mohli zlstat ve spojeni

se svymi nejblizsimi i béhem narocné situace v obdobi
koronakrize. Rada dalsich projekt’ na pomoc v boji proti
COVID-19 je jesté v procesu planovani a realizace.

Spole¢nost Philip Morris CR a.s. dlouhodobé a soustavné
usiluje o snizovani dopadd své ¢innosti na zivotni
prostredi. Podnikad napriklad kroky ke snizovani spotreby
energie a vody, pokud jsou ekonomicky a technologicky
realizovatelné. Zdrojem inovaci v této oblasti jsou pro
kutnohorsky vyrobni zédvod i projekty ostatnich zdvodd
skupiny PMI, sdilené prostrednictvim tzv. Knowledge
Transfer Package.

Dalsi nefinanéni informace jsou obsazeny v samostatné
zprave Integrated Report 2019 (Integrovana zprava
2019) spolecnosti Philip Morris International Inc., ktera
je zverejnéna a bezplatné pristupna na internetoveé
strance www.pmi.com. DoplAujici nefinan¢ni informace
tykajici se Ceské republiky jsou obsazeny dale ve zprave
Udrzitelnost a odpovedné podnikani 2019, ktera je

k dispozici na internetové strance www.philipmorris.cz.

Concerning the in-kind donations, we consider

the project Tablet from a heart to be the crucial one.
This helped to equip number of retirement homes across
the country, which were sealed off (family members
could not visit relatives), with 900 pieces of digital
tablets with data SIM cards. Elderly people could stay

in touch with their families and connect each other
audio-visually.

We also distributed more than 200,000 pieces of surgical
masks and over 700 litres of ANTI-COVID disinfection to
municipalities, authorities, retirement homes, dentists etc.
We launched food initiative to support communities -
factory canteen provided every working day 50 meals

to children and their families in precarious social and
economic situation. Also an internal Philip Morris CR
employees initiative “We are sewing together” (sewing

of face masks for charity and also for families and our
employees) was successfully implemented.

Philip Morris Slovakia s.r.o. donated a total of 18 lung
ventilators worth more than EUR 300,000 to hospitals

in Bratislava and Kosice to help fight COVID-19. We have
also helped vulnerable groups such as pensioners, single
mothers with children, firefighters and medics. In 7 cities
across Slovakia, our employees brought to these groups
600 lunches free of charge every working day for

6 weeks. In total, we donated 19,200 lunches worth a total
of EUR 96,000. We were ordering these lunches from
restaurants, to whom we helped with this project to keep
their employees and open operations. The project Tablet
from a Heart was also implemented in Slovakia. As part
of the project, we donated 550 tablets with the Internet to
the most vulnerable group in the homes of the elderly, so
that they could connect with their loved ones even during
the difficult situation in times of corona crisis.

Many projects to help fight COVID-19 are still

in the process of planning and implementation. Philip
Morris CR a.s. has been continuously striving to reduce
the environmental impact of its activities over the long
term. For example, it is taking steps to reduce its energy
and water consumption when it is economically and
technologically feasible. For the Kutna Hora factory,

the source of innovations in this area are also projects
of other plants within the PMI Group, shared by

the Knowledge Transfer Package.

Further non-financial information are included

in the separate Integrated Report 2019 of Philip
Morris International Inc., has been published and

is accessible at www.pmi.com. Additional non-
financial information concerning the Czech Republic
is contained further in the report Sustainability and
Responsible Entrepreneurship 2019, which is available
at www.philipmorris.cz.




ZPRAVA PREDSTAVENSTVA

Vyhledova sdéleni a jind upozornéni

Je mozné, ze nejrliznéjsi dokumenty vyhotovené Philip
Morris CR a.s., jako jsou napfiklad dokumenty predlozené
Ceské narodni bance &i jinym statnim orgdndm nebo
zpravy akcionaram, tiskové zpravy a zpravy pro investory
na internetu, obsahuji Ustni ¢i pisemna vyjadreni

tykajici se oc¢ekavani do budoucna. Tato vyjadreni Ize
charakterizovat slovy ,strategie”, ,ocekavani“, ,vyvoj“,
Lplany”, predpovédi”, ,domnénky”, ,postoje”, ,odhady",
Jumysly” projekty”, cile”, ,zamery” nebo jinymi slovy
podobného vyznamu. Pro tato vyjadreni je rovnéz
charakteristické, Ze se nevztahuji vyluéné na historické
nebo soucasné skutecnosti.

Philip Morris CR a.s. nemUze zarudit, ze jakékoli vyjadienf
tykajici se ocekavani do budoucna se skutec¢née naplni,
ackoliv jsme presvédceni, ze vsechny plany a predpoveédi
vyhotovujeme na zakladé peclivého uvazeni. Dosazeni
budoucich vysledkd mize byt ovlivnéno riziky,
nejistotami a nepresnymi predpoklady. Skutec¢né vysledky
se proto mohou lisit od odhadovanych, predpovidanych
nebo pldnovanych vysledkd, pokud nastanou zndma nebo
v soucasnosti nezndma rizika a nejistoty nebo pokud se
vychozi predpoklady ukazou jako nepfesné. Investori by
tato rizika méli vzit v Uvahu pri posuzovani vyhledovych
sdéleni a investic do cennych papird spolec¢nosti Philip
Morris CR a.s.

Prohlasujeme, ze podle naseho nejlepsiho védomi
podava Pololetni zprava 2020 a konsolidovana Pololetni
zprava 2020 vérny a poctivy obraz o financ¢ni situaci,
podnikatelské ¢innosti a vysledcich hospodareni
spolecnosti Philip Morris CR a.s. a jejiho konsolida¢niho
celku za uplynulé ucetni obdobi a o vyhlidkach
budouciho vyvoje finan¢ni situace, podnikatelské cinnosti
a vysledkd hospodareni.

Ciselné Udaje a informace uvedené v samostatné
pololetni zprave a v konsolidované pololetni zpraveé
spolecnosti Philip Morris CR a.s. a jejiho konsolida¢niho
celku za obdobi koncici 30. ¢ervna 2020 nejsou
ovéreny auditorem.

V Kutné Hore dne 29. zari 2020

T

Petr Sedivec
¢len predstavenstva
Philip Morris CR a.s.

Andrea Gontkovicova
predsedkyné
predstavenstva

Philip Morris CR a.s.

Forward-Looking and Cautionary
Statements

This report and related communications contain, and
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 2020
Mid-year Report and the 2020 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 last accounting period, and prospects for the future
development of its financial position, business activities
and economic results.

Financial information included in the separate 2019
Mid-Year Report and in the 2019 Consolidated Mid-Year
Report of Philip Morris CR a.s. and its consolidated group
for the half-year ended June 30, 2020 are not reviewed
by the auditor.

In Kutnd Hora on September 29, 2020

T

Petr Sedivec

Memlber

of the Board of Directors
Philip Morris CR a.s.

Andrea Gontkovicova
Chairwoman

of the Board of Directors
Philip Morris CR a.s.
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ZKRACENA MEZITIMNi KONSOLIDOVANA UCETNi ZAVERKA

Zkraceny mezitimni konsolidovany vykaz financ¢ni pozice

k 30. 6. 2020 (v milionech K¢)

AKTIVA Bod 30. 6. 2020 31.12. 2019
Pozemky, budovy a zafizeni 7 3 338 3599
Pravo k uzivani aktiva 3 327 345
Nehmotna aktiva 2 3
Odlozena danova pohledavka 70 44
Ostatni finan¢ni aktiva 9 108 108
Dlouhodoba aktiva 3845 4 099
Zasoby 8 1610 1674
Obchodni a ostatni finan¢ni pohledavky 9 1230 1519
Ostatni nefinan¢ni aktiva 9 3977 2671
Penézni prostfedky a penézni ekvivalenty 10 8 937 6 431
Kratkodoba aktiva 15 754 12 295
Aktiva celkem 19 599 16 394
VLASTNI KAPITAL A ZAVAZKY Bod 30. 6. 2020 31.12. 2019
Zakladni kapital 2745 2745
Emisni &zio a ostatni pfispévky akcionafl 2 363 2 388
Nerozdéleny zisk 1756 4 299
Ostatni fondy 1 2
Vlastni kapital pFipadajici na akcionafe Spole¢nosti 6 865 9434
Mensinovy vlastni kapital -1 1
Vlastni kapital celkem 6 864 9 435
Odlozeny danovy zdvazek 202 230
Zavazek z leasingu 3 215 233
Dlouhodobé zavazky 418 463
Obchodni a ostatni finan¢ni zavazky n 7 108 2 307
Ostatni nefinanéni zavazky n 236 250
Dan z ptijmU splatna 406 149
Ostatni danové zavazky 12 4 427 3625
Rezervy na kratkodobé zavazky 20 50
Prijaté pajcky 10 3 (]
Zavazek z leasingu 3 nz 15
Kratkodobé zavazky 12 317 6 496
Zavazky celkem 12 733 6 959
Vlastni kapital a zdvazky celkem 19 599 16 394

Priloha tvofi nedilnou soucast této zkrdcené mezitimni konsolidované Ucetni zavérky.




CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

Condensed Interim Consolidated Statement of Financial Position
at June 30, 2020 (in CZK million)

ASSETS Note June 30, 2020 December 31, 2019
Property, plant and equipment (“PP&E”) 7 3338 3599
Right-of-use assets 3 327 345
Intangible assets 2 3
Deferred tax assets 70 44
Other financial assets 9 108 108
Non-current assets 3845 4 099
Inventories 8 1610 1674
Trade and other financial receivables 9 1230 1519
Other non-financial assets 9 3977 2671
Cash and cash equivalents 10 8 937 6 431
Current assets 15 754 12 295
Total assets 19 599 16 394
EQUITY & LIABILITIES Note June 30, 2020 December 31, 2019
Registered capital 2745 2745
Share premium and other shareholders’ contributions 2 363 2 388
Retained earnings 1756 4 299
Other reserves 1 2
Equity attributable to the shareholders of the Company 6 865 9434
Non-controlling interest m 1
Total equity 6 864 9 435
Deferred tax liability 202 230
Lease liabilities 215 233
Non-current liabilities 418 463
Trade and other financial liabilities n 7 108 2 307
Other non-financial liabilities n 236 250
Current income tax liabilities 406 149
Other tax liabilities 12 4 427 3625
Provisions for current liabilities 20 50
Borrowings 10 3 -
Lease liabilities 3 17 15
Current liabilities 12 317 6 496
Total liabilities 12733 6 959
Total equity & liabilities 19 599 16 394

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




ZKRACENA MEZITIMNi KONSOLIDOVANA UCETNi ZAVERKA

Zkraceny mezitimni konsolidovany vykaz uplného vysledku
za pololeti koncici 30. 6. 2020 (v milionech K¢)

1. 1. 2020 - 30. 6. 2020 1. 1. 2019 - 30. 6. 2019
Trzby 6 8573 8191
Naklady na prodané zbozi 13 -4 426 -3983
Hruby zisk 4147 4208
Odbytové naklady 13 -1294 -1085
Administrativni naklady 13 -661 -625
Ostatni provozni vynosy 169 42
Ostatni provozni naklady -188 -44
Provozni zisk 2173 2 496
Financéni vynosy 33 49
Financ¢ni naklady -16 -20
Zisk pred zdanénim 2190 2525
Dan z prijmU -456 -504
Cisty zisk za pololeti 1734 2 021
Cisty zisk za pololeti pFipadajici na:
Akcionare Spole¢nosti 1735 2 020
Mensinovy podil -1 1
Ostatni Uplny vysledek -1 -1
Kurzové rozdily z prepoctu dcefiné spole¢nosti -1 -1
Uplny vysledek za pololeti celkem 1733 2 020
Uplny vysledek za pololeti pFipadajici na:
Akcionare Spolecnosti 1734 2 019
Mensinovy podil -1 1
Zisk na akcii zdkladni a zfedény (K&/akcie) 632 736

Kurzové rozdily z pfepoctu dceriné spole¢nosti jsou nasledné reklasifikovatelné do zisku nebo ztraty.

Priloha tvofi nedilnou soucast této zkracené mezitimni konsolidované Ucetni zavérky.
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CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

Condensed Interim Consolidated Statement of Comprehensive Income
for the half-year ended June 30, 2020 (in CZK million)

Note January 1, 2020 - June 30, 2020 January 1, 2019 - June 30, 2019

Revenues 6 8 573 8191
Cost of goods sold 13 (4 426) (3 983)
Gross profit 4147 4208
Distribution expenses 13 (1294) (1085)
Administrative expenses 13 (661) (625)
Other operating income 169 42
Other operating expense (188) 44)
Profit from operations 2173 2 496
Finance income 33 49
Financial expense (16) (20)
Profit before income tax 2190 2525
Income tax expense (456) (504)
Net profit for the mid-year 1734 2 021
Attributable to:

Owners of the parent 1735 2 020
Non-controlling interest m 1
Other comprehensive income (@) Q)
Currency translation adjustments m m
Total comprehensive income for the mid-year 1733 2 020
Attributable to:

Owners of the parent 1734 2 019
Non-controlling interest m 1
Earnings per share basic and diluted (CZK/share) 632 736

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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ZKRACENA MEZITIMNi KONSOLIDOVANA UCETNi ZAVERKA

Zkraceny mezitimni konsolidovany vykaz zmén vlastniho kapitalu
za pololeti koncici 30. 6. 2020 (v milionech K¢)

Vztahujici se k vlastnimu kapitalu Spole¢nosti

Emisni azio

a ostatni Zakonny Kumulované Vlastni
Zakladni prispévky rezervni kurzové Nerozdéleny Mensinovy kapital
kapital akcionarl fond rozdily zisk podil celkem
Stav k 1. 1. 2019 2745 2379 2 1 4 669 1 9 797
Cisty zisk za pololeti 0] [0} 0] (e} 2 020 1 2 021
;(:glzgévforsc;izdily z pfepoctu dceriné ) o 0 q 0 0 q
Uplny vysledek za pololeti celkem o o o] -1 2 020 1 2 020

Transakce s viastniky
Rozdéleni zisku 14 o] 6] (o] 0] -4 393 -1 -4 394
Zaméstnanecké akcie o] -6 (o] 0] o] o] -6
Nevybrané dividendy 0] (0] 0] (0] 2 0] 2
Ostatni 0 o] 0 (] -1 0 -1
Stav k 30. 6. 2019 (neauditovano) 2745 2373 2 (o] 2298 1 7 419
Stav k 1. 1. 2020 2745 2 388 2 o 4 299 1 9 435
Cisty zisk za pololeti 0] (0] 0] (0] 1735 -1 1734
;(:glzggfor;izdily z prepoctu dceriné 0 0 0 1 0 0 q
Uplny vysledek za pololeti celkem o o [0} -1 1735 -1 1733

Transakce s vlastniky
Rozdéleni zisku 14 0] [0} [0} -4 283 -1 -4 284
Zameéstnaneckeé akcie 6] -25 6] (0] o] o] -25
Nevybrané dividendy 0] o ) [0} 2 0 2
Ostatni 0 o] -1 [¢] 3 0 2
Stav k 30. 6. 2020 (neauditovano) 2745 2 363 1 -1 1756 -1 6 864

Priloha tvofi nedilnou soucast této zkracené mezitimni konsolidované ucetni zavérky.
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CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

Condensed Interim Consolidated Statement of Changes in Equity
for the half-year ended June 30, 2020 (in CZK million)

Attributable to equity holders of the Company

Share
premium and
other share Cumulative Non-
Registered holders’ Statutory translation Retained controlling

capital contributions reserve fund adjustments earnings interest Total equity
Balance as at January 1, 2019 2745 2 379 2 1 4 669 1 9 797
Net profit for the mid-year - - - - 2020 1 2 021
Currency translation adjustment - - - m - - (O]
'tr:;ailncizg_l;\:ar:hensive income for _ _ _ o 2020 1 2020
Transactions with owners
Profit distribution 14 - - - - (4 393) m (4 394)
Share based payments - ®) - - - - (6)
Forfeited dividends - - - - 2 - 2
Other - - - - m - m
?:r:::g?t::;“ June 30, 2019 2745 2373 2 2 2298 1 7 419
Balance as at January 1, 2020 2 745 2 388 2 - 4 299 1 9 435
Net profit for the mid-year - - - - 1735 [©) 1734
Currency translation adjustment - - - m - - m
'tr:;arln;::_n;:arfhenslve income for _ . _ m 1735 m 1733
Transactions with owners
Profit distribution 14 - - - - (4 283) m (4 284)
Share based payments - (25) - - - - (25)
Forfeited dividends - - - - 2 - 2
Other - - m - 3 - 2
Balance as at June 30, 2020 2745 2363 1 m 1756 m 6 864

(unaudited)

The accompanying notes form an integral part of the condensed interim consolidated financial statements.
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ZKRACENA MEZITIMNi KONSOLIDOVANA UCETNi ZAVERKA

Zkraceny mezitimni konsolidovany vykaz o penézZnich tocich
za pololeti koncici 30. 6. 2020 (v milionech K¢)

1. 1. 2020 - 30. 6. 2020

1. 1. 2019 - 30. 6. 2019

Penézni toky z provozni ¢innosti

Zisk pfed zdanénim 2190 2525
Odpisy dlouhodobych aktiv, véetné nehmotného majetku a prav k uzivani aktiv 7 285 383
Vyrtazeni majetku nz 30
Cisté urokové vynosy (-) / ndklady (+) -20 -29
Zisk z prodeje pozemkd, budov a zatizeni [0} -8
Zména stavu rezerv -30 19
Ostatni nepenézni Upravy - Cisté -25 -6
Penézni toky z provozni ¢innosti pfed zménami pracovniho kapitalu 2 517 2914
Zména stavu:

Obchodnich a ostatnich financnich pohledavek a ostatnich nefinancnich aktiv -1016 1799
Obchodnich a ostatnich finanénich zdvazkU a ostatnich nefinanénich zavazkua 1305 -23
Z3asob 63 -87
Ostatnich zavazk( a rezerv 140

Penézni toky z provozu 3009 4 603
Zaplacené uroky -16 -20
Zaplacena dan z pFijmu -390 -436
Cisté penézni toky z provozni &innosti 2603 4147
Penézni toky z investicni ¢innosti

Vydaje na potizeni pozemkd, budov a zafizeni 7 -189 -227
P#jmy z prodeje pozemkd, budov a zafizeni 118 38
Vydaje na pofizeni nehmotnych aktiv o -2
Uroky prijaté 33 49
Cisté penézni toky z investiéni &innosti -38 -142
Penézni toky z financovani

Vyplacené dividendy akcionaflim Spole¢nosti 14,15 [0} -4 393
Vyplacené dividendy vlastnikovi mensinového podilu 14 -1 -1
Uhradly jistiny zdvazku z leasingu -62 -54
Cisty penézni tok z financovani -63 -4 448
Cisté snizeni penéznich prostfedki 2502 -443
Stav penéznich prostfedkl a penéznich ekvivalentti na zaéatku pololeti 10 6 431 5570
Dopaczlvzmény sr_nénnycah kLﬂI‘ZLoJ’ na zﬁgtqtky pvenéinfch prostfedkd 1 2
a penéznich ekvivalentld drzenych v cizich ménach

Stav penéznich prostiedkii a pené&znich ekvivalentti na konci pololeti 10 8 934 5125

Priloha tvofi nedilnou soucast této zkrdcené mezitimni konsolidované Ucetni zavérky.
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CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

Condensed Interim Consolidated Statement of Cash Flow
for the half-year ended June 30, 2020 (in CZK million)

Note January 1, 2020 - June 30, 2020 January 1, 2019 - June 30, 2019

Cash flow from operating activities
Profit before tax 2190 2525
Depreciation and amortisation expense, including intangibles and

right-of-use assets 7 285 383
Disposal of PP&E 7 17 30
Net interest (income) / expense (20) (29)
Gain on disposal of PP&E - (8)
Change in provisions (30) 19
Other non-cash transactions, net (25) ®)
Operating cash flows before working capital changes 2 517 2914
Changes in:

Trade and other financial receivables and other non-financial assets (1016) 1799
Trade and other financial liabilities and other non-financial liabilities 1305 (23)
Inventories 63 87)
Other liabilities and provisions 140 -
Cash generated from operations 3009 4 603
Interest paid (16) (20)
Income tax paid (390) (436)
Net cash generated from operating activities 2603 4147
Cash flow from investing activities

Purchase of PP&E 7 (189) (227)
Proceeds from sale of PP&E 18 38
Purchase of intangible assets - )
Interest received 33 49
Net cash used by investing activities (38) (142)
Cash flow from financing activities

Dividends paid to owners of the parent 14,15 - (4 393)
Dividends paid to Non-controlling interest 14 (@) m
Repayments of principle portion of lease liability (62) (54)
Net cash used by financing activities (63) (4 448)
Net decrease in cash and cash equivalents 2502 (443)
Cash and cash equivalents as at the beginning of the year 10 6 431 5570
Effects of exchange rate changes on the balance of cash

and cash equivalents held in foreign currencies 1 @
Cash and cash equivalents as at the end of the mid-year 10 8 934 5125

The accompanying notes form an integral part of the condensed interim consolidated financial statements.
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PFiloha ke zkracené mezitimni konsolidované ucetni zavérce

za pololeti koncici 30. 6. 2020

Notes to the Condensed Interim Consolidated Financial Statements

for the half-year ended June 30, 2020

1. Zakladni informace

Philip Morris CR a.s. (,Spole&nost®) a jeji dcefina spole&nost
Philip Morris Slovakia s.r.0. (,,Dcefind spolec¢nost®), (souhrnné jen
,Skupina”), se zabyvaji zejména vyrobou, prodejem, distribuci

a marketingem tabakovych vyrobkd. Spole¢nost vlastni 99%
podil Philip Morris Slovakia s.r.o.

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

Philip Morris CR a.s. je spole&nosti ve skupiné Philip Morris
International Inc. (,PMI“). K 30. 6. 2020 byla Philip Morris
International Inc. vrcholovou ovladajici spolec¢nosti Skupiny.

K 30. 6. 2020 byl jedinym subjektem vlastnicim vice nez 20%
podil na zadkladnim kapitalu Skupiny Philip Morris Holland
Holdings B.V. (,,Materska spole¢nost”) vlastnici 77,6 %
zakladniho kapitalu.

Akcie Spole¢nosti jsou obchodovany na Burze cennych papirl
Praha od 13. 7. 1993.

Tato zkracena mezitimni konsolidovana ucetni zavérka byla
schvalena predstavenstvem a dozoréi radou ke zverejnéni
dne 29. 9. 2020.

2. Zakladni zasady sestaveni ucetni zavérky

Tato zkracend mezitimni konsolidovana ucetni zavérka byla
zpracovana v souladu se standardem IAS 34 Mezitimni ucetni
vykaznictvi. Neobsahuje vSechny informace vyzadované pro
Uplnou IFRS uUcetni zavérku. Proto by méla byt ¢tena ve spojeni
s konsolidovanou ucetni zavérkou Skupiny za rok koncici

31.12. 2019, kterd byla pripravena v souladu s Mezinarodnimi
standardy ucetniho vykaznictvi ve znéni prijatém Evropskou unii
(,IFRS™).

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, 2020, Philip Morris International Inc.
is the ultimate controlling party of the Group.

As at June 30, 2020, 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 papird Praha, a.s.), trading from
July 13, 1993.

The Group’s condensed interim consolidated financial
statements were authorised for issue by the Board of Directors
and Supervisory Board on September 29, 2020.

2. Basis of preparation

These condensed interim consolidated financial statements have
been prepared in accordance with IAS 34, “Interim Financial
Reporting”. They do not include all the information required

for a complete set of IFRS financial statements. Accordingly,
they should be read in conjunction with the Group’s last annual
consolidated financial statements as at and for the year ended
December 31, 2019, which have been prepared in accordance
with International Financial Reporting Standards as adopted by
the European Union (“IFRS”).
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3. Vyznamné ucetni zésady

Kromeé toho, jak je popsano nize, jsou Ucetni zadsady pouzité pri
sestaveni této zkracené mezitimni konsolidované ucetni zavérky
shodné s témi uplatnénymi pfi sestaveni konsolidované ucetni
zavérky za rok kondcici 31.12. 2019.

V mezitimnim obdobi je dan z pfijmu uctovana
dohadné s pouzitim danové sazby, ktera by byla pouzita
na predpokladany celoro¢ni vysledek hospodareni.

IFRS 16 Leasingy
V postaveni ndjemce Skupina vykaze ke dni zahajeni aktivum
z prava k uzivani a zavazek z leasingu.

Aktivum z prava k uzivani se prvotné ocenuje v pofizovacich
nakladech a ndsledné se ocenuje porizovacimi naklady
snizenymi o kumulované odpisy a ztraty ze znehodnoceni
upravenymi o jakékoliv pfecenéni zavazku z leasingu.
Aktivum z prava k uzivani se odepisuje rovhomérné po dobu
pouzitelnosti aktiva, nebo do konce doby trvani leasingu,
nastane-li drive.

Zavazek z leasingu se prvotné ocenuje souc¢asnou hodnotou
leasingovych plateb neuhrazenych ke dni zahajeni,
diskontovanych s pouzitim implicitni Urokové miry leasingu
nebo, pokud tuto miru nelze snadno urdit, pfirdstkovou vypujéni
urokovou mirou Skupiny. Skupina obecné pouzivd odhadovany
naklad dluhu pred zdanénim u kazdé ze spolec¢nosti Skupiny
zohlednujici riziko dané zemé a dluhovou prémii skupiny PMI
jako diskontni sazbu.

Zavazek z leasingu se nasledné zvysuje o Urokovy naklad

ze zdvazku z leasingu a ponizuje o provedené leasingové
platby. Je prfecenén v pripadé kdy dojde ke zméné budoucich
leasingovych plateb v disledku zmény indexu nebo sazby,
zméné odhadu ¢astky o¢ekavané k uhradé ze zaruky zbytkové
hodnoty nebo pfi zméné posouzeni, zda-li je dostate¢né jisté
vyuziti opce na ndkup nebo prodlouzeni nebo nevyuziti opce
na ukonceni.

Skupina provadi Usudky pfi stanoveni doby trvani leasingu

u leasingovych smluy, u kterych je ndjemcem a které obsahuiji
opce na obnoveni nebo ukonceni leasingll. Posouzeni toho,
zda-li si je Skupina dostatec¢né jistd, ze vyuzije takové opce, ma
vliv na dobu trvani leasingu, kterd ovliviiuje hodnoty vykdzanych
zavazkl z leasingu a aktiv z prava k uzivani.

Skupina se rozhodla pouzit vyjimku z vykazovani umoznénou
standardem nevykazovat aktiva z prava k uzivani a zavazky

z leasingu u kratkodobych leasingl a leasing(, jejichz
podkladové aktivum ma nizkou hodnotu. Kratkodobé
leasingy jsou leasingy s dobou trvani leasingu 12 mésicu
nebo méné. Leasingy s podkladovym aktivem nizké

hodnoty zahrnuji predevsim leasingy vypocetni techniky

a kancelarského vybaveni.

Skupina se také rozhodla pouzit praktické zjednoduseni
neoddélovat neleasingové komponenty od leasingovych
komponent, a namisto toho je Uctovat jako jedinou leasingovou
komponentu. Toto zjednoduseni neni aplikovano u leasingl aut.

Skupina si prondjima predevsim kancelarské prostory, sklady,
automobily, vypocetni techniku a kanceldrské vybaveni.
Automobily jsou vétSinou pronajaty na dobu 4 let.

3. Accounting policies

Except as described below, the accounting policies applied
in these condensed interim consolidated financial statements
are the same as those applied in the last annual consolidated
financial statements.

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

IFRS 16 Leases
As a lessee the Group recognises a right-of-use asset and a lease
liability at the lease commencement date.

The right-of-use asset is initially measured at cost, and
subsequently at cost less any accumulated depreciation and
impairment losses, and adjusted for certain remeasurements
of the lease liability. The right-of-use asset is depreciated
over the shorter of the asset’s useful life and the lease term
on a straight-line basis.

The lease liability is initially measured at the present value

of the lease payments that are not paid at the commencement
date, discounted using the interest rate implicit in the lease or, if
that rate cannot be readily determined, the Group’s incremental
borrowing rate. Generally, the Group uses the estimated pre-tax
cost of debt of each Group entity which reflects country-specific
risk and debt premium of the PMI group as the discount rate.

The lease liability is subsequently increased by the interest cost
on the lease liability and decreased by lease payment made. It

is remeasured when there is a change in future lease payments
arising from a change in an index or rate, a change in the estimate
of the amount expected to be payable under a residual value
guarantee, or as appropriate, changes in the assessment

of whether a purchase or extension option is reasonably certain
to be exercised or a termination option is reasonably certain not
to be exercised.

The Group applies judgement to determine the lease term for
some lease contracts in which it is a lessee that include renewal
or termination options. The assessment of whether the Group

is reasonably certain to exercise such options impacts the lease
term, which significantly affects the amount of lease liabilities and
right-of-use assets recognised.

The Group has elected to apply a recognition exemption allowed
by the standard not to recognise right-of-use assets and lease
liabilities for short-term leases and leases for which the underlying
asset is of low-value. Short-term leases are leases with a lease term
of 12 months or less. Low-value leases comprise mainly IT and
office equipment.

The Group has also elected to apply allowed practical expedient
not to separate non-lease components from lease components,
and instead to account for them as a single lease component. This
expedient is not applied in case of car leases.

The Group leases mainly office space, warehouses, cars and IT and
office equipment. Cars are leased mostly for a period of 4 years.
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Vykazana aktiva z prava k uzivani se vztahuji k nasledujicim
typUdm aktiv:

The recognised right-of-use assets relate to following types
of assets:

(v milionech K¢) 30. 6. 2020 31.12. 2019 (in CZK million) June 30, 2020 December 31, 2019
Kancelafské plochy a sklady 189 231 Office space and warehouse 189 231
Automobily 50 46 Cars 50 46
Prodejny 80 80 Store 80 80
Byty pro zaméstnance 8 n Employee flats 8 n
Aktivum z prava k uzivani celkem 327 368 Total right-of-use assets 327 368
Vykazané zavazky z leasingu: The recognised lease liabilities relate to following types of liabilities:
(v milionech K¢) 30. 6. 2020 31.12. 2019 (in CZK million) June 30,2020 December 31, 2019
Kratkodobé zavazky z leasingu nz ns Current liabilities n7z ns
Dlouhodobé zavazky z leasingu 215 233 Non-current liabilities 215 233
Aktivum z prava k uZivani celkem 332 348 Total liabilities 332 348

4. Odhady

Pfi pripravé zkracené mezitimni konsolidované Ucetni zavérky
vedeni Skupiny pracuje s posudky, odhady a predpoklady, jez
maji vliv na aplikaci u¢etnich postupl a na vykazovanou vysi
aktiv a pasiv, vynosd a nakladd. Skute¢né vysledky se mohou
od téchto odhadu lisit.

Pfi pripravé této zkrdcené mezitimni konsolidované ucetni
zavérky byly vyznamné Usudky provedené vedenim za pouziti
Ucetnich pravidel Skupiny a klicové vstupy nejistot v odhadech
stejné jako ty, které byly pouzity pro konsolidovanou ucetni
zavérku za rok koncici 31. 12. 2019, s vyjimkou zmén v odhadech
pozadovanych pro stanoveni rezervy na dan z prijmu.

5. Rizeni finanénich rizik

5.1 Faktory finanéniho rizika

Z ¢innosti Skupiny vyplyva fada financnich rizik: trzni

riziko, Uvérové riziko a riziko likvidity. Zkracend mezitimni
konsolidovana ucetni zavérka nezahrnuje vSechny financni
informace o tizeni rizik a ostatni Udaje pozadované v ro¢ni
konsolidované ucetni zavérce a méla by byt posuzovana
spolecné s ro¢ni konsolidovanou ucetni zavérkou Skupiny

k 31.12. 2019. Od konce roku 2019 nedoslo k zadnym zmeénam
v pravidlech a postupech Fizeni téchto rizik.

5.2 Riziko likvidity

Ve srovnani s koncem roku 2019 nedoslo k podstatné zméné
ve smluvnich nediskontovanych penéznich tocich nebo

ve financ¢nich zavazcich.

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.

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, 2019, 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 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, 2019.
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 2019, there was no material change
in the contractual undiscounted cash out flows or financial liabilities.
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6. Informace o segmentech

Provoznim segmentem je slozka Skupiny, kterd generuje
vynosy, které vznikaji ndklady a jejiz finanéni vysledky jsou
pravidelné vyhodnocovany subjektem s rozhodovaci pravomoci
za Ucelem alokace zdrojl a posouzeni vykonnosti. Jako subjekt
s rozhodovaci pravomoci byl identifikovdn 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 zdkladé
typd provozni ¢innosti v kombinaci s geografickou oblasti.

Od roku 2015 jsou v souladu s touto zménou samostatné
vykazovany cinnosti spojené s vyrobni sluzbou a samostatné
¢innosti spojené s distribuci tabakovych vyrobkd na domécich
trzich, a to v Ceské republice a ve Slovenské republice.

Pro Ucely rozhodovani a alokace zdroji management tym
Skupiny analyzuje manazersky provozni zisk. Manazersky
provozni zisk v informacich o segmentech nezahrnuje ostatni
nealokovatelné vynosy/ndklady, urokovy vynos/naklad ani
dan z pfijmda, jelikoZ jsou Fizené centradlné na urovni PMI, tudiz
tyto polozky nejsou vykazovény podle segmentd, protoze

v této strukture nejsou pravidelné poskytovdny management
tymu Skupiny.

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

Pro ucel vykazovani informaci o segmentech byly Naklady

na prodané zbozi, Fixni vyrobni ndklady a Odbytové ndklady,
které se vztahuji k upravovanym Vynosim za zpracovatelskou
sluzbu vzhledem k IFRS 15 (viz ¢ast 3. Vyznamné ucetni
zdsady), reklasifikovany ze segmentu Vyrobni sluzby

do segmentl Ceska republika a Slovenska republika.

Vysledky segment( za pololeti konéici 30. 6. 2020 maji tuto
strukturu:

Ceska
republika
(v milionech K¢) (distribuce)

Pololeti koncici 30. 6. 2020

Slovenska
republika
(distribuce)

Vyrobni
sluzby

Celkem

Hrubé trzby 6 361 2 310 0] 8 671
Mgmsegmentove 1327 o 0 a 327
trzby

Poskytované 48 0 1181 1229
sluzby

Externi trzby 5 082 2 310 1181 8 573
Manazersky 2866 1441 784 5091
hruby zisk

Manazersky 1312 703 158 2173

provozni zisk

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.

For the purpose of segment reporting, the Cost of Sales, Fixed
Manufacturing Expenses and Operating costs, which relate

to the IFRS 15 tolling fee revenues adjustment (see section

3. Accounting policies), were reclassified from the segment
Manufacturing Service to the segments Czech Republic and
Slovak Republic.

The segment results for the half-year ended June 30, 2020 are
as follows:

Czech Slovak
Republic Manufactur-

ing Service

Republic
(Distribution) (Distribution)

Half-year ended June 30, 2020

(in CZK million)

Total gross

6 361 2 310 - 8671
segment revenues
Inter-segment a327) - - (1327)
revenues
Services provided 48 - 1181 1229
e 5082 2310 1181 8573
revenues
Management 2866 1441 784 5091
gross profit
Management
profit from 1312 703 158 2173
operations
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Vysledky segment( za pololeti konéici 30. 6. 2019 maji tuto
strukturu:

Ceska Slovenska

republika republika Vyrobni

The segment results for the half-year ended June 30, 2019 are

as follows:

Czech
Republic

Slovak
Republic Manufactur-

(v milionech K¢) (distribuce) Celkem

Pololeti koncici 30. 6. 2019

(distribuce) sluzby

(in CZK million) (Distribution)
Half-year ended June 30, 20719

(Distribution) ing Service

Hrubé trzby 6207 2160 0 8367
M?Z|segmentove 1340 0 0 1340
trzby

Poskytované 26 0 1138 1164
sluzby

Externi trzby 4893 2160 1138 8191
Manazersky 2952 1430 850 5232
hruby zisk

Manazersky

provozni zisk 1501 785 212 2 498

Analyza trzeb podle okamziku vykazani za pololeti koncici
30. 6. 2020 maji tuto strukturu:

(v milionech K¢) 30.6.2020 30. 6.2019
Trzb}/ Yykazane v okamziku 7344 7027
dodani

Trzby vykazané v prabéhu ¢asu 1229 1164
Celkem 8 573 8191

Skupina klasifikuje trzby podle okamziku vykazani podle IFRS 15
od roku 2018.

Odsouhlaseni manazerského hrubého zisku na celkovy hruby
zisk je nasleduijici:

(v milionech K¢&) 30. 6. 2020 30. 6. 2019
Manazersky hruby zisk 5 091 5232
Licen¢ni poplatky =331 -349
Fixni vyrobni naklady =612 -675
Hruby zisk 4148 4 208

Licenéni poplatky a fixni vyrobni naklady jsou pro ucely 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. 2020 30. 6. 2019
Manazersky provozni zisk 2173 2498
Ostatni vynosy, Cisté 17 27
Urokové vynosy (o} 0
Urokové naklady [} 0
Zisk pfed zdanénim 2190 2525

Total gross
segment 6 207
revenues

2160 8 367

Inter-segment

revenues (1340

- - (1340)

Services
provided
External
revenues

26

4 893

Management

- 2952
gross profit

- 1138 1164

2160 1138 8191

1430 850 5232

Management
profit from 1501
operations

785 212 2 498

Revenue analysis by timing of revenue recognition for the half-
year ended June 30, 2020 are as follows:

(in CZK million)
Sales reported at time

June 30, 2020

June 30, 2019

of shipment 7 344 7027
Revenues reported over time 1229 1164
Total 8 573 8191

The Group classifies revenues by timing of revenue recognition

according to IFRS 15 as of 2018.

A reconciliation of management gross profit to gross profit is

provided as follows

(in CZK million)

June 30, 2020

June 30, 2019

Management gross profit 5091 5232
Royalties (331) (349)
Fixed manufacturing expenses (612) (675)
Gross profit 4148 4208

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, 2020

June 30, 2019

. 2173 2498
operations
Other operating income/ 17 27
(expense), net
Interest income - -
Interest expense - -
Profit before tax 2190 2525
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Odpisy, amortizaci a snizeni hodnoty zahrnuté v manazerském
provoznim zisku lze rozdélit do jednotlivych segmentl
v roce 2020 a 2019 nasledovné:

Depreciation, amortisation and impairment charge included
in management profit from operations allocated to individual
segments in 2020 and 2019 is as follows:

Ceska Slovenska Czech Slovak
republika republika  Vyrobni Republic Republic Manufactur-
(v milionech K¢) (distribuce) (distribuce) sluzby Celkem (in CZK million) (Distribution) (Distribution) ing Service
2020 30 19 353 402 2020 30 19 353 402
2019 30 15 368 413 2019 30 15 368 413

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

(v milionech K¢&) 30. 6. 2020 30. 6. 2019
Prodej zbozi 7 344 7 027
Prodej sluzeb 1229 1164
Celkem 8 573 8191

Trzby od zdkaznikd nebo skupin zdkaznikd pod spoleé¢nou
kontrolou prevysujici 10 % celkovych trzeb Skupiny: trzby

ve vysi 2 649 milionl K& (2019: 2 454 miliond K&) z prodeje
jednomu zéakaznikovi segmentu Ceska republika (distribuce)

a trzby ve vysi 1181 miliond K& (2019: 1138 miliond K&) z prodeje
spole¢nostem ve skupiné PMI jsou zahrnuty v segmentu
Vyrobni sluzby.

Hodnota dlouhodobych aktiv Skupiny, jinych nez odlozena
danova pohledavka a ostatni finanéni aktiva, umisténych

v Ceské republice, je 3 558 miliond K&, z ¢ehoz ¢astka

3 267 miliond K¢ se vyuziva k podpofre aktivit souvisejicich
s vyrobnimi sluzbami (k 31. 12. 2019: 3 643 milion0 K&)

a 291 milionl K& k podpore aktivit souvisejicich s distribuci
zbozi (k 31.12. 2019: 200 milion’ K&) a hodnota téchto
aktiv, podporujicich pouze aktivity souvisejici s distribuci
zbozi umisténych ve Slovenské republice, je 109 miliond K&
(k 31.12. 2019: 104 miliond K¢&).

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

(in CZK million) June 30, 2019

Sales of finished goods and

June 30, 2020

; 7 344 7 027
merchandise
Rendering of services 1229 1164
Total 8 573 8191

Revenues from customers or groups of customers under
common control exceeding 10% of the Group’s revenues:
revenue of CZK 2 649 million (2019: CZK 2 454 million)
derived from one customer is included in segment Czech
Republic (distribution) and revenue of CZK 1181 million
(2019: CZK 1138 million) 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 3 558 million from which CZK 3 267 million

is used to support Manufacturing service related activities

(at December 31, 2019: CZK 3 643 million) and CZK 291 million
to support Distribution related activities (at December 31, 2019:
CZK 200 million) and those located in Slovak Republic
supporting only Distribution activities is CZK 109 million

(at December 31, 2019: CZK 104 million).
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7. Pozemky, budovy a zaFizeni

Pohyby v oblasti pozemkd, budov a zafizeni jsou nasledujici:

Pozemky,
budovy
a stavby

(v milionech K¢)

K11 2019

Dopravni
prostiedky,
stroje

a zarfizeni

Inventar
a vybaveni

Pofrizeni
aktiv

a poskyt-
nuté
zalohy

Celkem

7. Property, plant and equipment

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

Property,
Buildings
& Const-

(in CZK million) ructions

As at January 1, 2019

Vehicles &
Machinery
Equipment

Const-
ructions
in progress

Furniture & Advances

& Fixtures

paid

Pofizovaci cena 2194 7247 65 505 100mM Cost 2194 7 247 65 505 100M
Opravky Accumulated
a snizeni -1679 -4 1M -44 O -5834 depreciation (1679) [GRIID) (44) - (5834)
hodnoty and impairment
Clstgtiods 515 3136 21 505 4177 peneanplno 515 3136 21 505 4177
hodnota amount
Pololeti koné&ici 30. 6. 2019 Six months ended June 30, 2019
Pocatec¢ni Opening
zUstatkova 515 3136 21 505 4177 net carrying 515 3136 21 505 4177
hodnota amount
PFirlstky Additions cost 1 13 1 214 229
Vv pofizovaci 1 13 1 214 229 Disposal
cene net carrying - (60) - - (60)
Vyrazeni amount
v zUstatkové ] -60 0 0] -60 Release
hodnoté of provision B . B B B
Rozpusténi Transfers* _ R _ _ N
opravné 0] o] 0 0] o b iati
polozky epreciation 13 340 2 (355) -
charge
Pfevody* (o] 0 0 (o] [o] —
Odbi p 340 > 355 ° Reclassification
pisy - to PP&E
Reklasifikace do classified as “42) (276) 3 B (321
PB&Z drzenych -42 -276 -3 (¢} =321 held for sale
k prodeji Closing net
Koneéna carrying 487 3153 21 364 4025
zlstatkova 487 3153 21 364 4 025 amount
hodnota As at June 30, 2019
K 30. 6. 2019 Cost 2208 7 309 58 364 9939
Potizovaci cena 2208 7 309 58 364 9939 Accumulated
Opravky depreciation a7z72mn (4 156) (37) - (5914)
a snizeni -1721 -4 156 -37 (0] -5 914 and impairment
hodnoty :
T — 487 3153 21 364 4 025
odnota As at January 1, 2020
K11 2020 Cost 2226 7168 67 148 9609
Potizovaci cena 2226 7168 67 148 9 609 Accumulated
Opravky depreciation (1755) (4 215) (40) - (6 010)
a snizeni -1755 -4 215 -40 O -6010 and impairment
hodnoty -
hodnot 471 2953 27 148 3599
(S IEE) Six months ended June 30, 2020
Pololeti koncici 30. 6. 2020 Opening
Pocatecni net carrying 471 2953 27 148 3599
zUstatkova 471 2 953 27 148 3 599 amount
hodnota Additions cost 10 85 1 93 189
PFers:tky Disposal
\% pczﬁzovacf 10 85 1 93 189 net carrying _ a7 _ _ a17)
cene amount
Vyrazeni Release
v Zﬁstat'kové (] -n7 0 o] -17 of provision - - - - -
hodnoté
e . Transfers* - - - - -
Rozpusténi D iati
opravné 0 0 0 0 o :preCIa on 47 (283) 3) (333)
polozky charge
Prevody* 0 0 0 0 0 Reclassification
- to PP&E
Odpisy -47 -283 -3 (0] -333 classified as - - - - -
Reklasifikace do held for sale
PB&Z drzenych 0] ] o] (o] o]
k prodeji
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Pofizeni Const-
Dopravni aktiv Property, ructions
Pozemky, prostredky, a poskyt- Buildings Vehicles & in progress
budovy stroje Inventar nuté & Const- Machinery Furniture & Advances
(v milionech K¢) astavby a zafizeni a vybaveni zélohy (in CZK million) ructions Equipment & Fixtures paid Total
Koneé¢na Closing net
zlstatkova 434 2638 25 241 3338 carrying 434 2638 25 241 3338
hodnota amount
K 30. 6. 2020 As at June 30, 2020
Potizovaci cena 2225 6 921 67 241 9 454 Cost 2225 6 921 67 241 9454
Opravky Accumulated
a snizeni -1791 -4 283 -42 (6} -6 116 depreciation a79m (4 283) 42) - (6116)
hodnoty and impairment
Zustatkova Net carrying
hodnota 434 2638 25 241 3338 T 434 2638 25 241 3338

* Prevody pfedstavuji zafazeni porizeného dlouhodobého hmotného
majetku a poskytnutych zaloh do pouzivani.

Za prvnich $est mésicd roku 2020 Skupina vyfadila nékteré
stroje a zarizeni, které identifikovala jako dale nepotirebné,
a schvdlila jejich vyfazeni v hodnoté 117 miliond K¢

(2019: 60 milionl K&).

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

* Transfers represent capitalization of PP&E from construction in progress
and advances paid.

In the first six months of 2020 the Group disposed of several
assets which have been identified as no longer needed

and approved for scrapping in amount of CZK 117 million
(2019: CZK 60 million).

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

8. Zasoby 8. Inventories

(v milionech K¢) 30. 6. 2020 31.12. 2019 (in CZK million) June 30, 2020 December 31, 2019
Material 97 81 Materials 97 81
Zbozi 1513 1593 Merchandise 1513 1593
Celkem 1610 1674 Total 1610 1674

Porizovaci ndklady na zdsoby vykazané ve zkraceném
mezitimnim konsolidovaném vykazu uplného vysledku

za prvnich Sest mésict roku 2020 jako nédklad a zahrnuté

v polozce Naklady na prodané zbozi ¢inily 3 482 miliond K&
(2019: 2 959 milionl K¢&).

9. Obchodni a ostatni finanéni pohledavky
a ostatni nefinanénr aktiva

(v milionech K¢&) 30. 6.2020 31.12. 2019
Obchodni a ostatni finanéni pohledavky

Treti strany v nabéhlé hodnoté 1144 1436
Spfiznéné strany 86 83
Celkem 1230 1519
Ostatni nefinan¢ni aktiva

Ostatni aktiva - spotfebni dan 3938 2 645
Placené zalohy 32 26
Ostatni aktiva 7 [0}
Celkem 3977 2671
Ostatni dlouhodoba finan¢ni aktiva

Ostatni finan¢ni aktiva 108 108
Celkem 108 108

The cost of inventories recognised as an expense in Condensed
Interim Consolidated Statement of Comprehensive Income

in the first six months of 2020 and included in costs of goods
sold amounted to CZK 3 482 million (2019: CZK 2 959 million).

9. Trade and other financial receivables
and other non-financial assets

(in CZK million) June 30,2020 December 31, 2019
Trade and other financial receivables

Third parties at amortized cost 1144 1436
Related parties 86 83
Total 1230 1519
Other non-financial assets

Other assets - excise tax 3938 2645
Prepayments 32 26
Other assets 7 -
Total 3977 2671
Other non-current financial assets

Other financial assets 108 108
Total 108 108
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10. PenézZni prostfedky a penézni ekvivalenty

10. Cash and cash equivalents

(v milionech K¢) 30. 6. 2020 31.12. 2019 (in CZK million) June 30, 2020 December 31, 2019
Uty v bance 4 089 1276 Cash at banks 4 089 1276
Kratkgdobe puj}cky sprj;ngnym 4847 5155 On—demand_ deposits with 4847 5155
strandm splatné na pozadani related parties

Celkem 8 937 6 431 Total 8 937 6 431

Kratkodobé pujcky spfiznénym strandm splatné na pozadani
predstavuji Urocené kratkodobé pujcky. Analyza kratkodobych
pohledavek za spfiznénymi stranami je uvedena v bodé 15.

Penézni prostfedky a penézni ekvivalenty a debetni zUstatky
na bankovnich Uc¢tech pro Ucely sestaveni konsolidovaného
vykazu penéznich tokd jsou nasledujici:

30. 6.
2020

31.12.
2019

30. 6.
2019

(v milionech K¢)

Penézni prostfedky a penézni

) 8 937 6 431 5126 5570
ekvivalenty
I;)Eebetnl zUstatky na bankovnich 3 0 a 0
uctech
Penézni prostfedky a penézni 8934 6 431 5125 5570

ekvivalenty celkem

11. Obchodni a ostatni finanéni zavazky a ostatni

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:

June 30, December  June 30, December

(in CZK million) 2020 31,2019 2019 31,2018
Cash and cash equivalents 8 937 6 431 5126 5570
Bank overdrafts 3) - m -
LU CLELIED I E ] 8934 6431 5125 5570

equivalents

11. Trade and other financial liabilities and other
non-financial liabilities

(in CZK million) June 30,2020 December 31, 2019

nefinancni zavazky Trade and other financial liabilities
- - Third parties 484 221
(v m|||onch K¢) - — 30. 6. 2020 31.12. 2019 Other related parties 1383 1072
ovbclhodm a ostatni financni zavazky Accrued expenses 710 752
Treti stran)v/l — 484 221 Dividends payable 4 296 5
Ostatni spfiznéné strany 1383 1072 Other financial liabilities 235 257
Dohadné ucty pasivni 710 752 Total 7108 2307
Nevyplacené dividendy 4 296 5
Ostatni financni zavazky 235 257 Other non-financial liabilities
Celkem 7108 21307 Amounts due to employees 150 163
Social security and health 69 76
Ostatni nefinanéni zavazky insurance
Zavazky vUici zaméstnanclim 150 163 Advances received 2 -
Zavazky ze socialniho zabezpeceni Deferred revenues n 10
. e s 69 76
a zdravotniho pojisténi Other liabilities 4 1
Prijaté zalohy 2 [0} Total 236 250
Vynosy pfistich obdobi n 10
Ostatni zavazky 4 1
Celkem 236 250 Trade payables to related parties are disclosed in Note 15.

Zavazky vyplyvajici z transakci mezi spfiznénymi stranami jsou
popsany v bodé 15.
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12. Ostatni danové zavazky

12. Other tax liabilities

(v milionech K¢) 30. 6. 2020 31.12. 2019 (in CZK million) June 30, 2020 December 31, 2019
Dan z pridané hodnoty 544 358 VAT 544 358
Spotrebni dan 3862 3247 Excise tax 3862 3247
Ostatni dané 21 20 Other taxes 21 20
Celkem 4 427 3625 Total 4 427 3625

13. Druhové &lenéni ndgkladu - doplriujici informace

13. Expenses by nature - additional information

(v milionech K¢) 30. 6. 2020 30. 6. 2019 (in CZK million) June 30, 2020 June 30, 2019
Zmeény stavu zasob 419 243 Changes in inventories 419 243
Al < P f finished goods
Kapitalizovana vlastni prace (o] -1 o
Spotteba materialu, energie 2916 2601 Own work capitalized N )
a prodané zbozi Raw materials, consumables
. 2916 2 601

Sluzby 1408 1313 used and merchandise sold
Licenéni poplatky 331 349 Services 1408 1313
Naklady na zaméstnance 746 675 Royalties 331 349
a zaméstnanecké pozitky Employee benefits expense 746 675
Odpisy, amortizace a snizeni Depreciation and amortisation 402 413
hodnot 402 413

odnoty Other 159 100
Ostatni 159 100 Costs of goods sold,
Néaklady na prodané zbozi, distribution and 6 381 5693
odbytové a administrativni 6 381 5693 administrative expenses

naklady

14. Rozdéleni zisku

Valnd hromada akcionard Spole¢nosti schvdlila v ¢ervnu 2020
vyplatu dividend ve vysi 4 283 milionl K& (1 560 K& na akcii)
a v dubnu 2019 vyplatu dividend ve vysi 4 393 miliond K&
(1600 K¢ na akcii).

Kromeé dividend vyplacenych spolec¢nosti Philip Morris

CR a.s. vyplatila spole&¢nost Philip Morris Slovakia s.r.o.
vlastniku mensinového podilu dividendu ve vysi 1 milion K&
(2019: 1 milion K¢&).

15. Transakce se spFiznénymi stranami

Spfiznénymi stranami se rozumi Matefska spolec¢nost a ostatni
spole¢nosti skupiny PMI (,,Ostatni spfiznéné strany®), ¢lenové
predstavenstva, ¢lenové dozordéi rady a osoby blizké témto
Elentm.

14. Profit distribution

The dividends approved by the Annual General Meeting

in June 2020 and April 2019 were CZK 4 283 million (CZK 1560
per share) and CZK 4 393 million (CZK 1600 per share),
respectively.

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 1 million (2019: CZK 1 million).

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.
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Mezi spfiznénymi stranami byly uskuteé¢nény nasledujici
transakce:

a) Prodej zbozi a sluzeb spole¢nostem skupiny PMI

The following transactions were carried out with related parties:

a) Sales of goods, merchandise and services to affiliates
within PMI

(v milionech K¢) 30. 6. 2020 30. 6. 2019 (in CZK million) June 30, 2020 June 30, 2019
Prodej zbozi a materidlu Sales of goods and merchandise

Ostatni sptiznéné strany 7 (¢] Other related parties 7 -
Prodej materidlu Sales of materials

Ostatni spriznéné strany 2 1 Other related parties 2 1
Prodej pozemkd, budov a zafizeni Sales of PP&E

Ostatni spfiznéné strany 116 36 Other related parties 16 36
Prodej sluzeb Sales of services

Ostatni spfiznéné strany 1229 1162 Other related parties 1229 1162
Prefakturace Recharges

Ostatni spfiznéné strany 2 2 Other related parties 2 2
Vynosové uroky Interest income

Ostatni spfiznéné strany 28 43 Other related parties 28 43
Celkem 1384 1244 Total 1384 1244

b)  Nakup zbozi a sluZzeb od spolecnosti skupiny PM|

(v milionech K¢) 30. 6. 2020 30. 6. 2019
Nékup zbozi a materidlu

Ostatni spriznéné strany 3159 2422
Nakup pozemkd, budov, zafizeni a nehmotnych aktiv

Ostatni spriznéné strany 96 2
Nékup sluzeb

Ostatni spfiznéné strany 488 392
Licencni poplatky placené

Ostatni spfiznéné strany 331 349
Celkem 4 074 3165

c) Dividendy

Spole¢nost v roce 2020 vyplatila spole¢nosti Philip Morris
Holland Holdings B.V. ¢astku v celkové vysi 3 323 miliond K¢.
Dividendy vyplacené spole¢nosti Philip Morris Holland

Holdings B.V. v roce 2019 ¢inily 3 408 miliond K¢&. Dividendy byly
vyplaceny po skon&eni prvniho pololeti 2020 v obdobi do doby
zverejnéni pololetni zpravy 2020.

Kromé vyplacenych dividend Skupina neméla v pribéhu
predchozich dvou let zadné jiné transakce s Materskou
spolec¢nosti.

d) Zustatky se spoleénostmi skupiny PMI

b) Purchases of merchandise and services from affiliates
within PMI

(in CZK million) June 30, 2020
Purchases of merchandise and materials

June 30, 2019

Other related parties 3159 2422
Purchases of PP&E and intangible assets

Other related parties 96 2
Purchases of services

Other related parties 488 392
Royalties paid

Other related parties 331 349
Total 4 074 3165

c) Dividends

In 2020 Company paid to Philip Morris Holland Holdings B.V.
the total amount of CZK 3 323 million. The dividends paid

to Philip Morris Holland Holdings B.V. in 2019 amounted to

CZK 3 408 million. Dividends were paid after the end of the first
half of 2020 in the period until the publication of the Mid-year
Report 2020.

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

d) Balances with affiliates within PMI

(v milionech K¢) 30. 6. 2020 31.12. 2019 (in CZK million) June 30, 2020 December 31, 2019
Pohledavky za spfiznénymi stranami Receivables from related parties

Ostatni sptiznéné strany 86 83 Other related parties 86 83
Zavazky vac&i spFiznénym strandm Payables to related parties

Ostatni spfiznéné strany 1383 1072 Other related parties 1383 1072
PUjEky poskytnuté Loans and deposits

Ostatni sptiznéné strany 4 847 5155 Other related parties 4 847 5155

K 30. 6. 2020 Skupina poskytovala pUjcky spfiznénym stranam,
které zahrnuji Uro¢ené kratkodobé puljcky splatné na pozadani
(cash pool) ve vysi 4 847 miliont K& poskytnuté spole¢nosti
Philip Morris Finance S.A. (k 31.12. 2019: 5 155 milionG K&).
Vechny kratkodobé puljéky jsou v konsolidovaném vykazu
finan¢ni pozice Skupiny k 30. 6. 2020 a 31. 12. 2019 vykdzany
jako soucast penéznich prostfedkd a penéznich ekvivalentd.

At June 30, 2020, the Group provided related parties interest-
bearing on-demand deposits (cash pool) of CZK 4 847 million
with Philip Morris Finance S.A. (at December 31, 2019:

CZK 5 155 million). 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, 2020
and December 31, 2019.
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Bézna vyse Urokové sazby z kratkodobé pujcky je stanovena
jako tydenni PRIBOR plus/minus marze odpovidajici trznim
podminkdm u pljcek s obdobnou délkou vkladu a likviditou,
bé&zna vyse Urokové sazby z kratkodobych pajcek splatnych

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

Skutec¢nd vyse Urokové sazby zavisi na aktualni situaci

na penéznim trhu a druhu pUj¢ky. Pramérna vyse efektivni
Urokové sazby z kratkodobych puajéek za pololeti koncici

30. 6.2020 byla 0,97 % p. a. (k 31.12. 2019: 1,5% p. a.) v Ceské
republice a 0,15% p. a. (k 31.12. 2019: 0,08 % p. a.) ve Slovenské
republice.

e) Odmény kli¢ovych &lenu vedeni

Odmény klicovych &lenl vedeni zahrnuji odmény &lenl
predstavenstva a dozorci rady za vykon funkce dle smlouvy

o vykonu funkce ¢lena predstavenstva, respektive dozorci rady.

Odmény ¢&lenl vedeni, ktefi jsou zaméstnanci Spole¢nosti
nebo spole¢nosti skupiny PMI, se sklddaji z odmény za vykon
funkce c¢lena predstavenstva, respektive dozoréi rady, roéniho
platu, bonusu podle individudiniho vykonu, Uhrad akciemi

a ostatnich nepenéznich prijmU, jako jsou pouzivani firemniho
automobilu, prispévky na zadvodni stravovani a prispévky

na penzijni pripojisténi, zivotni a Urazové pojisténi a pozitky
spojené s ukoncenim pracovniho pomeéru, jak je uvedeno nize.
Soucasti nepenéznich prijmua ¢lenl pfedstavenstva, respektive
dozorci rady, ktefi jsou zaméstnanci spole¢nosti Philip Morris
Services S.A. nebo jiné spolecnosti skupiny PMI, je navic uhrada
najemného a skolného.

Pozitky spojené s ukon¢enim pracovniho poméru ¢lenl
vedeni zaméstnanych Spole¢nosti, kterym byla dédna vypovéd
z organizacnich nebo zdravotnich dlvodd podle § 52 pism.

a) az e) Zakoniku prace nebo s kterymi byl rozvazan pracovni
pomér dohodou z tychz ddvodd, zahrnuji odstupné dle

Redukéniho programu, jenz je specifikovan v Kolektivni smlouvé.

Pozitky spojené s ukoncenim pracovniho poméru ¢lend 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.

(v milionech K¢) 30. 6. 2020 30. 6. 2019
rl‘)’l;;i)t/k?/ ostatni kratkodobé 33 26
Uhrady vézané na akcie 5

Nepenézni pfijmy

Celkem 39 36

V roce 2020 a 2019 nebyly vykazany zadné pozitky spojené
s ukoncenim pracovniho poméru.

Funkéni obdobi ¢lenl predstavenstva a dozordéi rady jsou
tri roky.

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, 2020 was 0.97% p.a. (at December 31, 2019:
1.5% p.a.) in the Czech Republic and 0.15% p.a. (at December 31,
2019: 0.08% 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.

(in CZK million)
Salaries, other short-term

June 30, 2020 June 30, 2019

employee benefits 33 26
Share-based payments 5
Income in-kind 1
Total 39 36

There was no termination benefit recognised in 2020 and 2019.

The term of office for Board of Directors and Supervisory Board
members is three years.
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f) Informace o poétu akcii vydanych Spoleénosti élenum
vedeni a organi

Clenové dozoréi rady nevlastnili k 30. 6. 2020 ani k 30. 6. 2019

7adné akcie Philip Morris CR a.s. Dalsi osoby s fidici pravomoci,

definované v §2 odst. 1 pism. b) zdkona ¢. 256/2004 Sb.,

o podnikani na kapitdlovém trhu v platném znéni, nevlastnily

k 30. 6. 2020 ani k 30. 6. 2019 z4dné akcie Philip Morris CR a.s.

g)  Smluvni a jiné budouci zdvazky se spFiznénymi stranami
Smluvnimi a jinymi budoucimi zavazky vyplyvajicimi z transakci
se spriznénymi stranami, které nejsou vykazany ve zkracené
mezitimni konsolidované Ucetni zavérce, se rozumi zavazky

k budouci sméné zdroju dle zdvaznych smluv.

K 30. 6. 2020 Skupina neméla vyznamné smluvni ani jiné
budouci zavazky vyplyvajici z transakci se spfiznénymi stranami,
kromé budoucich zavazkl z titulu ndkupu sluzeb v souhrnné
odhadované hodnoté 349 miliond K¢ (hodnota budoucich
zavazkl k 31.12. 2019: 326 miliond K&).

Skupina v minulosti uzavrela nékolik zdvaznych smluv o nadkupu
sluzeb, u kterych jesté nebylo vyporddadno povinné plnéni. Tyto
smlouvy maji vétsinou dvou az $estimési¢ni vypovédni Ihdtu.
Celkova odhadovana hodnota vyporadani sluzeb dle téchto
zdvaznych smluv je zvefejnéna vyse.

Dle smluv s vlastniky ochrannych zndmek, Philip Morris Global
Brands Inc., Philip Morris Products S.A. a CTPM International
S.A., musi Skupina platit licen¢ni poplatky za tabakové
produkty prodané v Ceské a Slovenské republice. Za pololeti
koncici 30. 6. 2020 dosahly naklady za licen¢ni poplatky vyse
331 milionl K& (2019: 349 milionl K&). Ve druhém pololeti 2020
ocekava vedeni Skupiny naklady za licen¢ni poplatky v pfiblizné
stejné vysi. Tyto smlouvy jsou uzavieny na dobu neurcitou

a mohou byt vypovézeny kteroukoliv ze smluvnich stran.

16. Potencialni zavazky

Skupina neni Uc¢astna zadnych soudnich, spravnich nebo
rozhodcich fizeni, kterd by méla, anebo mohla mit vyznamny
vliv na finanéni situaci Skupiny.

f) Information on the number of shares issued

by the Company to Executives and Statutory

bodies members
Members of the Supervisory Board did not own any shares
of Philip Morris CR a.s. at June 30, 2020 and at June 30, 2019.
No other persons 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 any shares of Philip
Morris CR a.s. either at June 30, 2020 and at June 30, 2019.

a9) Contractual and other commitments to related parties
Contractual and other commitments to related parties that are
not recorded in the condensed interim consolidated financial
statements are considered as obligations to exchange resources
in the future under binding agreements.

As at June 30, 2020, 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 349 million (commitment value as at December 31, 2019:
CZK 326 million).

The Group entered in the past into a number of binding service
agreements, under which some performance obligations are
yet to be delivered. Those agreements mostly have two or six
month termination notice. The total estimated value of services
to be purchased under these agreements during their
respective termination terms is disclosed above.

According to the agreements with trademark owners, Philip
Morris Global Brands Inc., 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, 2020,

the Group incurred under these agreements royalties expense
of CZK 331 million (2019: CZK 349 million). Management
expects the royalty expense in 2020 to be at approximately
similar level as in 2019. These agreements shall continue
indefinitely until terminated by either party.

16. Contingencies

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

Po rozvahovém dni 30. 6. 2020 nedoslo k zaddnym udalostem,
které by mély vyznamny dopad na zkrdcenou mezitimni
konsolidovanou ucetni zavérku k 30. 6. 2020.

Schvaleni konsolidované tcetni zavérky
Tato zkracena mezitimni konsolidovana ucetni zavérka byla

schvalena ke zverejnéni predstavenstvem a byla z jeho poveéreni
podepsdna.

V Kutné Hore dne 29. zari 2020

T

Petr Sedivec
Clen predstavenstva

Andrea Gontkovicova
predsedkyné
predstavenstva

17. Subsequent events

No subsequent events have occurred after June 30, 2020
that would have material impact on these condensed interim
consolidated financial statements at June 30, 2020.

Authorization of the financial statements

These condensed interim consolidated financial statements
for the period ended June 30, 2020 were authorised for issue
by the Board of Directors and have been signed below on its
behalf.

In Kutna Hora on September 29, 2020

T

Petr Sedivec
Member
of the Board of Directors

Andrea Gontkovicova
Chairwoman
of the Board of Directors
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Zkraceny mezitimni samostatny vykaz financni pozice
k 30. 6. 2020 (v milionech K¢)

AKTIVA Bod 30. 6. 2020 31.12. 2019
Pozemky, budovy a zafizeni 6 3 319 3580
Pravo k uzivani aktiva 3 238 262
Nehmotna aktiva 1 1
Investice v dcefiné spolec¢nosti 19 19
Ostatni finan¢ni aktiva 8 108 108
Dlouhodoba aktiva 3 685 3970
Zasoby 7 1180 1255
Obchodni a ostatni finan¢ni pohledavky 8 1112 1488
Ostatni nefinan¢ni aktiva 8 3 841 2 561
Penézni prostfedky a penézni ekvivalenty 9 9117 6 325
Kratkodoba aktiva 15 250 11 629
Aktiva celkem 18 935 15 599
VLASTNI KAPITAL A ZAVAZKY Bod 30. 6. 2020 31.12. 2019
Zakladni kapital 2745 2745
Emisni &zio a ostatni pfispévky akcionafl 2 357 2 381
Nerozdéleny zisk 1961 4 284
Vlastni kapital celkem 7 063 9 410
Odlozeny danovy zavazek 202 230
Zavazek z leasingu 3 159 173
Dlouhodobé zavazky 361 403
Obchodni a ostatni finan¢ni zavazky 10 6 640 1822
Ostatni nefinan¢ni zavazky 10 181 201
Dan z pfijmU splatna 402 147
Ostatni danové zavazky n 4182 3480
Rezervy na kratkodobé zavazky 17 46
Ptijaté pajcky 3 (o]
Zavazek z leasingu 3 86 90
Kratkodobé zavazky 151 5786
Zavazky celkem 1872 6 189
Vlastni kapital a zadvazky celkem 18 935 15 599

Priloha tvofi nedilnou soucast této zkracené mezitimni samostatné Ucetni zavérky.
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Condensed Interim Separate Statement of Financial Position
at June 30, 2020 (in CZK million)

ASSETS Note June 30, 2020 December 31, 2019
Property, plant and equipment (“PP&E”) 6 3 319 3580
Right-of-use assets 3 238 262
Intangible assets 1 1
Investments in subsidiary 19 19
Other financial assets 8 108 108
Non-current assets 3685 3970
Inventories 7 1180 1255
Trade and other financial receivables 8 112 1488
Other non-financial assets 8 3841 2 561
Cash and cash equivalents 9 9117 6 325
Current assets 15 250 11629
Total assets 18 935 15 599
EQUITY & LIABILITIES Note June 30, 2020 December 31, 2019
Registered capital 2745 2745
Share premium and other shareholders’ contributions 2 357 2 381
Retained earnings 1961 4 284
Equity 7 063 9 410
Deferred tax liability 202 230
Lease liabilities 3 159 173
Non-current liabilities 361 403
Trade and other financial liabilities 10 6 640 1822
Other non-financial liabilities 10 181 201
Current income tax liabilities 402 147
Other tax liabilities n 4182 3480
Provisions for current liabilities 17 46
Borrowings 3 -
Lease liabilities 3 86 90
Current liabilities 15N 5786
Total liabilities 1872 6 189
Total equity & liabilities 18 935 15 599

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




ZKRACENA MEZITIMNi SAMOSTATNA UCETNIi ZAVERKA

Zkraceny mezitimni samostatny vykaz uplného vysledku
za pololeti koncici 30. 6. 2020 (v milionech K¢)

1.1. 2020 - 30. 6. 2020 1. 1. 2019 - 30. 6. 2019
Trzby 7 621 7 405
Naklady na prodané zbozi 12 -3 916 -3719
Hruby zisk 3705 3686
Odbytové naklady 12 -885 -768
Administrativni naklady 12 -509 -482
Ostatni vynosy 99 99
Ostatni provozni vynosy 166 40
Ostatni provozni naklady -184 -42
Provozni zisk 2 389 2533
Finanéni vynosy 33 49
Financ¢ni naklady -14 -19
Zisk pred zdanénim 2409 2 563
Dan z prijmU -451 -487
Cisty zisk 1958 2076
Uplny vysledek za pololeti celkem 1958 2 076
Zisk na akcii zdkladni a zfedény (K&/akcie) 713 756

Priloha tvofi nedilnou soucdst této zkracené mezitimni samostatné Ucetni zavérky.

Zkraceny mezitimni samostatny vykaz zmén vlastniho kapitalu
za pololeti koncici 30. 6. 2020 (v milionech K¢)

Vztahujici se k vlastnimu kapitalu Spolec¢nosti

Emisni azio
a ostatni pFispévky Vlastni kapital
Zakladni kapital akcionafl Kumulované zisky celkem
Stav k 1. 1. 2019 2745 2374 4 643 9762
Uplny vysledek za pololeti celkem 0 (0] 2 076 2 076
Transakce s vlastniky
Rozdéleni zisku 14,15 (0] (0] -4 393 -4 393
Zaméstnanecké akcie (0] -6 (0] -6
Nevybrané dividendy 0 (0] 2 2
Stav k 30. 6. 2019 (neauditovano) 2745 2 368 2 328 7 441
Stav k 1. 1. 2020 2745 2 381 4 284 9 410
Uplny vysledek za pololeti celkem 0 (¢] 1951 1951
Transakce s vlastniky
Rozdéleni zisku 14,15 (0] (0] -4 283 -4 283
Zaméstnanecké akcie (o] -24 0] -24
Nevybrané dividendy 0 (0] 2 2
Stav k 30. 6. 2020 (neauditovano) 2 745 2 357 1954 7 056

Priloha tvofi nedilnou soucdst této zkracené mezitimni samostatné Ucetni zavérky.
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Condensed Interim Separate Statement of Comprehensive Income

for the half-year ended June 30, 2020 (in CZK million)

Note January 1, 2020 - June 30, 2020 January 1, 2019 - June 30, 2019

Revenues 7 621 7 405
Cost of goods sold 12 (3 916) (3719)
Gross profit 3705 3 686
Distribution expenses 12 (885) (768)
Administrative expenses 12 (509) 482)
Other income 99 99
Other operating income 166 40
Other operating expense (184) 42)
Profit from operations 2 389 2533
Finance income 33 49
Financial expense 14) 19)
Profit before income tax 2409 2563
Income tax expense (451) (487)
Net profit for the year 1958 2 076
Total comprehensive income for the mid-year 1958 2 076
Earnings per share basic and diluted (CZK/share) 713 756

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

Condensed Interim Separate Statement of Changes in Equity
for the half-year ended June 30, 2020 (in CZK million)

Attributable to equity holders of the Company

Share premium and
other share holders’

Note Registered capital contributions Retained earnings Total equity
Balance as at January 1, 2019 2745 2374 4 643 9762
Total comprehensive income for the mid-year - - 2 076 2 076
Transactions with owners
Profit distribution 14,15 - - (4 393) (4 393)
Share based payments - ®) - (6)
Forfeited dividends - - 2 2
Balance as at June 30, 2019 (unaudited) 2745 2 368 2 328 7 441
Balance as at January 1, 2020 2745 2 381 4 284 9 410
Total comprehensive income for the mid-year - - 1951 1951
Transactions with owners
Profit distribution 14,15 - - (4 283) (4 283)
Share based payments - 24) - (24)
Forfeited dividends - - 2 2
Balance as at June 30, 2020 (unaudited) 2 745 2 357 1954 7 056

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. 2020 (v milionech K¢)

1. 1. 2020 - 30. 6. 2020

1. 1. 2019 - 30. 6. 2019

Penézni toky z provozni ¢innosti

Zisk pfed zdanénim 2409 2563
Odpisy dlouhodobych aktiv (véetné nehmotného majetku) 6 266 368
Snizeni hodnoty a vyfazeni majetku 6 nz 30
Cisté urokové naklady -20 -30
Ptijaté dividendy -96 -99
Zisk z prodeje pozemkd, budov a zatizeni [0} -8
Zména stavu rezerv -29 19
Ostatni nepenézni Upravy - Cisté -24 -6
Penézni toky z provozni ¢innosti pfed zménami pracovniho kapitalu 2622 2 837
Zména stavu:

Obchodnich a ostatnich financnich pohledavek a ostatnich nefinancnich aktiv -904 2234
Obchodnich a ostatnich finanénich zdvazkU a ostatnich nefinanénich zavazkua 1218 -239
Zasob 75 -531
Ostatnich zavazk( a rezerv 140 (0]
Penézni toky z provozu 3151 4 301
Zaplacené uroky -14 -19
Zaplacena dan z pFijmu -362 -408
Cisté penézni toky z provozni &innosti 2775 3874
Penézni toky z investicni ¢innosti

Vydaje na potizeni pozemkd, budov a zafizeni 6 -186 -226
PFjmy z prodeje pozemkd, budov a zafizeni 118 38
Vydaje na pofizeni nehmotnych aktiv [0} -2
Ptijaté uroky 33 49
Ptijaté dividendy 15 96 99
Cisté penézni toky z investiéni &innosti 61 -42
Penézni toky z financovani

Vyplacené dividendy 14,15 [0} -4 393
Uhradly jistiny zdvazku z leasingu -48 -42
Cisty penézni tok z financovani -48 -4 435
Cisté snizeni penéznich prostredki 2789 -603
Stav penéznich prostiedkii a pené&Znich ekvivalenttli na zaéatku pololeti 9 6 325 5566
Stav penéznich prostiedkil a pené&znich ekvivalentti na konci pololeti 9 9114 4 963

Priloha tvofi nedilnou soucast této zkracené mezitimni samostatné Ucetni zavérky.
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Condensed Interim Separate Statement of Cash Flow
for the half-year ended June 30, 2020 (in CZK million)

Note January 1, 2020 - June 30, 2020 January 1, 2019 - June 30, 2019

Cash flow from operating activities

Profit before tax 2409 2563
Depreciation and amortisation expense, including intangibles 6 266 368
Disposal of PP&E 6 17 30
Net interest expense / (income) (20) (30)
Dividend income (96) (99)
Gain on disposal of PP&E - 8)
Change in provisions (29) 19
Other non-cash transactions, net (24) ®)
Operating cash flows before working capital changes 2622 2 837
Changes in:

Trade and other financial receivables and other non-financial assets (904) 2234
Trade and other financial liabilities and other non-financial liabilities 1218 (239)
Inventories 75 (531
Other liabilities and provisions 140 -
Cash generated from operations 3151 4 301
Interest paid 14) 19)
Income tax paid (362) 408)
Net cash generated from operating activities 2775 3874
Cash flow from investing activities

Purchase of PP&E 6 (186) (226)
Proceeds from sale of PP&E 18 38
Purchase of intangible assets - )
Interest received 33 49
Dividends received 15 96 99
Net cash used by investing activities 61 42)
Cash flow from financing activities

Dividends paid 14,15 - (4 393)
Repayments of principle portion of lease liability (48) 42)
Net cash used by financing activities (48) (4 435)
Net increase in cash and cash equivalents 2789 (603)
Cash and cash equivalents as at the beginning of the year 9 6 325 5 566
Cash and cash equivalents as at the end of the mid-year 9 9 114 4 963

The accompanying notes form an integral part of the condensed interim separate financial statements.
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PFiloha ke zkracené mezitimni samostatnée ucetni zavérce

za pololeti koncici 30. 6. 2020

Notes to the Condensed Interim Separate Financial Statements

for the half-year ended June 30, 2020

1. Obecné udaje

Philip Morris CR a.s. (,Spole&nost“) je akciova spole&nost
registrovand v Ceské republice. Zabyva se zejména vyrobou,
prodejem, distribuci a marketingem tabakovych vyrobka.

Do obchodniho rejstriku byla Spole¢nost zapsana 28. 3. 1991
a jeji registrované sidlo je v Kutné Hore, Vitézna 1, Ceska
republika. Vedeni Spole¢nosti sidli v Praze a vyrobni zavod se
nachazi v Kutné Hore.

Philip Morris CR a.s. je spole¢nosti ve skupiné Philip Morris
International Inc. (,,PMI“). K 30. 6. 2020 byla Philip Morris
International Inc. vrcholovou ovladajici spolec¢nosti Spolec¢nosti.

K 30. 6. 2020 byl jedinym subjektem vlastnicim vice nez 20%
podil na zakladnim kapitalu Spolec¢nosti Philip Morris Holland
Holdings B.V. (,,Matefska spole¢nost”) vlastnici 77,6 %
zakladniho kapitalu.

Akcie Spole¢nosti jsou obchodovany na Burze cennych papirl
Praha od 13. 7. 1993.

Tato zkracend mezitimni samostatnd ucetni zavérka byla
schvalena predstavenstvem a dozoréi radou ke zverejnéni
dne 29. 9. 2020.

2. Zakladni zasady sestaveni samostatné
ucetni zavérky

Tato zkracena mezitimni samostatna ucetni zavérka byla
zpracovana v souladu se standardem IAS 34 Mezitimni ucetni
vykaznictvi. Neobsahuje vSechny informace vyzadované pro
uplnou IFRS ucetni zavérku. Proto by méla byt ctena ve spojeni
se samostatnou ucetni zavérkou Spolec¢nosti za rok koncici
31.12. 2019, kterd byla pripravena v souladu s Mezinarodnimi
standardy ucetniho vykaznictvi ve znéni prijatém Evropskou unii
(,IFRS®).

3. Vyznamné ucetni zésady

Kromeé toho, jak je popsano nize, jsou Ucetni zadsady pouzité pri
sestaveni této zkracené mezitimni samostatné ucetni zavérky
shodné s témi uplatnénymi pfi sestaveni samostatné ucetni
zavérky za rok koncici 31.12. 2019.

V mezitimnim obdobi je dan z pfijmu uctovana
dohadné s pouzitim danové sazby, ktera by byla pouzita
na predpokladany celoroé¢ni vysledek hospodareni.

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, 2019, Philip Morris International Inc.
is the ultimate controlling party of the Company.

As at June 30, 2020, 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 papird Praha a.s.), trading from
July 13, 1993.

The Company'‘s condensed interim separate financial
statements were authorised for issue by the Board of Directors
and Supervisory Board on September 29, 2020.

2. Basis of preparation

These condensed interim separate financial statements have
been prepared in accordance with IAS 34, “Interim Financial
Reporting”. They do not include all the information required for
a complete set of IFRS financial statements. Accordingly, they
should be read in conjunction with the Company’s last annual
separate financial statements as at and for the year ended
December 31, 2019, which have been prepared in accordance
with International Financial Reporting Standards as adopted
by the European Union (“IFRS”).

3. Accounting policies

Except as described below, the accounting policies applied

in these condensed interim separate financial statements are
the same as those applied in the last annual separate financial
statements.

Taxes on income in the interim periods are accrued using
the tax rate that would be applicable to expected total annual
profit or loss.
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IFRS 16 Leasingy
V postaveni ndjemce Spolecnost vykaze ke dni zahajeni aktivum
z prava k uzivani a zavazek z leasingu.

Aktivum z prava k uzivani se prvotné ocenuje v pofizovacich
nakladech a nasledné se ocenuje porizovacimi naklady
snizenymi o kumulované odpisy a ztraty ze znehodnoceni
upravenymi o jakékoliv pfecenéni zavazku z leasingu.
Aktivum z prava k uzivani se odepisuje rovhomérné po dobu
pouzitelnosti aktiva, nebo do konce doby trvani leasingu,
nastane-li dfive.

Zavazek z leasingu se prvotné ocenuje souc¢asnou hodnotou
leasingovych plateb neuhrazenych ke dni zahajeni,
diskontovanych s pouzitim implicitni Grokové miry leasingu
nebo, pokud tuto miru nelze snadno urdit, prirlistkovou
vypujéni Urokovou mirou Spolecnosti. Spolecnost obecné
pouziva odhadovany naklad dluhu Spole¢nosti pfed zdanénim
zohlednujici riziko dané zemé a dluhovou prémii skupiny PMI
jako diskontni sazbu.

Zavazek z leasingu se nasledné zvysuje o urokovy ndklad

ze zdvazku z leasingu a ponizuje o provedené leasingové
platby. Je precenén v pfipadé kdy dojde ke zméné budoucich
leasingovych plateb v dlsledku zmény indexu nebo sazby,
zmeéné odhadu ¢astky ocekavané k uhradé ze zaruky zbytkoveé
hodnoty nebo pfi zméné posouzeni, zda-li je dostatec¢né jisté
vyuziti opce na ndkup nebo prodlouzeni nebo nevyuziti opce
na ukonceni.

Spole¢nost provadi Usudky pti stanoveni doby trvani leasingu

u leasingovych smluy, u kterych je ndjemcem a které obsahuiji
opce na obnoveni nebo ukonéeni leasingl. Posouzeni toho, zda-
li si je Spole¢nost dostatec¢né jista, ze vyuzije takové opce, ma
vliv na dobu trvani leasingu, ktera ovliviiuje hodnoty vykazanych
zavazkU z leasingu a aktiv z prava k uzivani.

Spolec¢nost se rozhodla pouzit vyjimku z vykazovani umoznénou
standardem nevykazovat aktiva z prava k uzivani a zavazky

z leasingu u kratkodobych leasingl a leasingu, jejichz
podkladové aktivum ma nizkou hodnotu. Kratkodobé leasingy
jsou leasingy s dobou trvani leasingu 12 mésict nebo méné.
Leasingy s podkladovym aktivem nizké hodnoty zahrnuji
predevsim leasingy vypocetni techniky a kanceldfského
vybaveni.

Spole¢nost se také rozhodla pouzit praktické zjednoduseni
neoddélovat neleasingové komponenty od leasingovych
komponent, a namisto toho je uctovat jako jedinou leasingovou
komponentu. Toto zjednodus$eni neni aplikovano u leasingl aut.

Spolec¢nost si prondjima predevsim kancelarské prostory,
sklady, automobily, vypocetni techniku a kancelarské vybaveni.
Automobily jsou vétSinou pronajaty na dobu 4 let.

IFRS 16 Leases
As a lessee the Company recognises a right-of-use asset and
a lease liability at the lease commencement date.

The right-of-use asset is initially measured at cost, consisting
of the amount of the initial measurement of the lease liability,
plus any lease payments made to the lessor at or before

the commencement date less any lease incentives received,
the initial estimate of restoration costs and any initial

direct costs incurred by the lessee. Subsequently the right-
of-use asset is measured at cost less any accumulated
depreciation and impairment losses, and adjusted for certain
remeasurements of the lease liability. It is depreciated over
the shorter of the asset’s useful life and the lease term

on a straight-line basis.

The lease liability is initially measured at the present

value of the lease payments that are outstanding

at the commencement date, discounted using the interest
rate implicit in the lease or, if that rate cannot be readily
determined, the Company’s incremental borrowing rate.
Generally, the Company uses the estimated pre-tax cost

of debt of the Company which reflects country-specific risk
and the premium of the PMI Company as the discount rate.

The lease liability is subsequently increased by the interest
cost on the lease liability and decreased by lease payment
made. It is remeasured when there is a change in future lease
payments arising from a change in an index or rate, a change
in the estimate of the amount expected to be payable under

a residual value guarantee, or as appropriate, changes

in the assessment of whether a purchase or extension option
is reasonably certain to be exercised or a termination option is
reasonably certain not to be exercised.

The Company applies judgement to determine the lease term
for some lease contracts in which it is a lessee that include
renewal or termination options. The assessment of whether
the Company is reasonably certain to exercise such options
impacts the lease term, which significantly affects the amount
of lease liabilities and right-of-use assets recognised.

The Company has elected to apply a recognition exemption
allowed by the standard not to recognise right-of-use assets
and lease liabilities for short-term leases and leases for which
the underlying asset is of low-value. Short-term leases are
leases with a lease term of 12 months or less. Low-value leases
comprise mainly IT and office equipment.

The Company has also elected to apply allowed practical
expedient not to separate non-lease components from lease
components, and instead to account for them as a single lease
component. This expedient is not applied in case of car leases.

The Company leases mainly office space, warehouses, cars and
IT and office equipment. Cars are leased mostly for a period
of 4 years.
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Vykazana aktiva z prava k uzivani se vztahuji k nasledujicim
typUdm aktiv:

The recognised right-of-use assets relate to following types
of assets:

(v milionech K¢) 30. 6. 2020 31.12. 2019 (in CZK million) June 30,2020 December 31, 2019
Kancelafské plochy a sklady 165 198 Office space and warehouse 165 198
Automobily 32 26 Cars 32 26
Prodejny 33 29 Store 33 29
Byty pro zaméstnance 8 8 Employee flats 8 8
Aktivum z prava k uzivani celkem 238 262 Total right-of-use assets 238 262
Vykazané zavazky z leasingu: The recognised lease liabilities relate to following types of liabilities:
(v milionech K¢) 30. 6. 2020 31.12. 2019 (in CZK million) June 30,2020 December 31,2019
Kratkodobé zavazky z leasingu 86 90 Current liabilities 86 90
Dlouhodobé zavazky z leasingu 159 173 Non-current liabilities 159 173
Aktivum z prava k uZivani celkem 245 263 Total liabilities 245 263

4. Odhady

PFi pFiprave zkracené mezitimni samostatné ucetni zaverky
vedeni Spole¢nosti pracuje s posudky, odhady a predpoklady,
jez maji vliv na aplikaci U¢etnich postupl a na vykazovanou vysi
aktiv a pasiv, vynosd a nakladd. Skute¢né vysledky se mohou
od téchto odhadu lisit.

PFi pFiprave této zkracené samostatné mezitimni ucetni zaverky
byly vyznamné usudky provedené vedenim za pouziti Ucetnich
pravidel Spole¢nosti a klicové vstupy nejistot v odhadech
stejné jako ty, které byly pouzity pro samostatnou ucetni
zavérku za rok koncici 31. 12. 2019, s vyjimkou zmén v odhadech
pozadovanych pro stanoveni rezervy na dan z pfijmu.

5. Rizeni financ¢nich rizik

5.1 Faktory financniho rizika

Z Cinnosti Spolec¢nosti vyplyva fada financ¢nich rizik: trzni riziko,
uvérové riziko a riziko likvidity. Zkracena mezitimni samostatna
Ucetni zdvérka nezahrnuje vsechny finan¢ni informace o fizeni
rizik a ostatni Udaje pozadované v ro¢ni samostatné ucetni
zavérce a méla by byt posuzovana spole¢né se samostatnou
roc¢ni Ucetni zavérkou Spole¢nosti k 31. 12. 2019. Od konce roku
2019 nedoslo k zaddnym zménam v pravidlech a postupech
fizeni téchto rizik.

5.2 Riziko likvidity

Ve srovnani s koncem roku 2019 nedoslo k podstatné zméné
ve smluvnich nediskontovanych penéznich tocich nebo

ve finanénich zavazcich.

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 were the same as those that
applied to the annual separate financial statements for the year
ended December 31, 2019, 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, 2019. 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 2019, there was no material change
in the contractual undiscounted cash outflows or financial
liabilities.
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6. Pozemky, budovy a zaFizeni

Pohyby v oblasti pozemkd, budov a zafizeni jsou nasledujici:

Pozemky,
budovy
a stavby

(v milionech K¢)

K11 2019

Dopravni
prostredky,
stroje

a zarizeni

Inventar
a vybaveni

Pofrizeni
aktiv

a poskyt-
nuté
zalohy

Celkem

6. Property, plant and equipment

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

Property,
Buildings
& Const-

(in CZK million) ructions

As at January 1, 2019

Vehicles &
Machinery
Equipment

Furniture
& Fixtures

Const-
ructions

in progress
& Advances
paid

Pofizovaci cena 2185 7 216 53 505 9 959 Cost 2185 7 216 53 505 9959
Opravky Accumulated
a snizeni -1676 -4 082 -40 O -5798 depreciation (1676) (4 082) 40) - (5798)
hodnoty and impairment
Zuastatkova Net carrying
hodnota 509 3134 13 505 4161 amount 509 3134 13 505 4161
Pololeti koncici 30. 6. 2019 Six months ended June 30, 2019
Pocatecni Opening
zUstatkova 509 3134 13 505 4161 net carrying 509 3134 13 505 4161
hodnota amount
PFirGstky Additions cost 1 13 - 212 226
Vv porizovaci 1 13 (0] 212 226 Disposal
cene net carrying - (60) - - (60)
Vyrazeni amount
v zustatkové 0 -60 0 O 60 Transfers* 13 340 2 (353) 2
hodnoté
- Release
Prevody* 13 340 2 -353 2 of provision - - - - -
Rozpusténi Depreciation
opravné 0 0 0 0 0O crrgs @ @75 @ - (318
polozky :
- Closing net
Odpisy il -275 -2 0 -318 carrying 482 3152 13 364 401
Konecna amount
zlstatkova 482 3152 13 364 401 As at June 30, 2019
hodnota
Cost 2199 7 285 46 364 9894
K 30. 6. 2019
= . Accumulated
Potizovaci cena 2199 7 285 46 364 9 894 depreciation a717) (4133) (33) - (5883)
Opravky and impairment
a snizeni -1717 -4133 -33 O -5883 :
hodnoty :;:ﬁ:’t""“g 482 3152 13 364 401
AR 482 3152 13 364 401 As at January 1, 2020
hodnota
Cost 2212 7147 52 148 9559
K1 12020
- . Accumulated
Pofizovaci cena 2212 7147 52 148 9 559 depreciation 751 (4194) 34) - (5979)
Opravky and impairment
a snizeni -1751 -4194 -34 0O -5979 -
hodnoty Nlet carrying 461 2953 18 148 3580
Zastatkova 461 2953 18 148 3580 Six months ended June 30, 2020
hodnota -
A Opening
Pololeti koncici 30. 6. 2020 net carrying 461 2953 18 148 3580
Pocate¢ni amount
ziistatkova 461 2953 18 148 3580 Additions cost 9 34 1 92 186
hodnota -
— Disposal
PrirGstky net carrying - m7 - - M
V porizovaci 9 84 1 92 186 amount
cené
- - Transfers* - - - - -
Vyrazeni .
v zlistatkové 0 -7 o] 0 -17 Depreciation 46) 282) @ - (330)
hodnoté charge
Prevody* 0 0 0 0 o B
- carrying 424 2638 17 240 3 319
Odpisy -46 -282 -2 (¢] -330 amount
Konec¢na
zUstatkova 424 2638 17 240 3 319
hodnota
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Pofizeni

Dopravni aktiv

Pozemky, prostredky, a poskyt-

budovy stroje Inventar nuté
Celkem

Const-
Property, ructions
Buildings Vehicles & in progress

& Const- Machinery Furniture & Advances

(v milionech K¢)
K 30. 6. 2020

a stavby a zafizeni a vybaveni zalohy

(in CZK million)
As at June 30, 2020

ructions Equipment & Fixtures paid Total

Pofizovaci cena 2209 6 899 52 240 9 400 Cost 2209 6 899 52 240 9400
Opravky Accumulated

a snizeni -1785 -4 261 -35 (6] -6 081 depreciation (1785) (4 261) (35) - (6 081)
hodnoty and impairment

Zustatkova Net carrying

hodnota 424 2638 17 240 3 319 P 424 2638 17 240 3 319

* Prevody pfedstavuji zafazeni porizeného dlouhodobého hmotného
majetku a poskytnutych zaloh do pouzivani.

Za prvnich $est mésicl roku 2020 Spoleénost vyfadila nékteré
stroje a zarizeni, které identifikovala jako dale nepotrebné,

a schvdlila jejich vyfazeni v hodnoté 117 miliond K¢ (2019:

60 miliond K&).

Veskeré vydaje na porizeni dlouhodobych aktiv byly
financovéany z vlastnich zdrojd Spole¢nosti.

* Transfers represent capitalization of PP&E from construction in progress
and advances paid.

In the first six months of 2020 the Company disposed of several
assets which have been identified as no longer needed

and approved for scrapping in amount of CZK 117 million

(2019: CZK 60 million).

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

7. Zasoby 7. Inventories

(v milionech K¢) 30. 6. 2020 31.12. 2019 (in CZK million) June 30,2020 December 31, 2019
Material 97 81 Materials 97 81
Zbozi 1083 1174 Merchandise 1083 1174
Celkem 1180 1255 Total 1180 1255

Porizovaci ndklady na zdsoby vykazané ve zkraceném
mezitimnim samostatném vykazu uplného vysledku

za prvnich Sest mésict roku 2020 jako nédklad a zahrnuté

v polozce Naklady na prodané zbozi ¢inily 2 966 miliond K&
(2019: 2689 miliond K&).

8. Obchodni a ostatni finanéni pohledavky
a ostatni nefinanéni aktiva

(v milionech K¢&) 30. 6.2020 31.12. 2019
Obchodni a ostatni finanéni pohledavky

Treti strany v nabéhlé hodnoté 805 1221
Dcefina spolec¢nost (o] 187
Ostatni sptiznéné strany 307 80
Celkem 1112 1488
Ostatni nefinan¢ni aktiva

Ostatni aktiva - spotfebni dan 3823 2547
Placené zalohy 18 14
Celkem 3 841 2 561
Ostatni dlouhodoba finanéni aktiva

Ostatni finan¢ni aktiva 108 108
Celkem 108 108

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

in the first six months of 2020 and included in costs of goods
sold amounted to CZK 2 966 million (2019: CZK 2 689 million).

8. Trade and other financial receivables and
other non-financial assets

(in CZK million) June 30,2020 December 31, 2019
Trade and other financial receivables

Third parties at amortized cost 805 1221
Subsidiary - 187
Other related parties 307 80
Total 1112 1488

Other non-financial assets

Other assets - excise tax 3823 2 547
Prepayments 18 14
Total 3841 2 561
Other non-current financial assets

Other financial assets 108 108
Total 108 108
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9. Penézni prostfedky a penézni ekvivalenty

9. Cash and cash equivalents

(v milionech K¢) 30. 6. 2020 31.12. 2019 (in CZK million) June 30,2020 December 31, 2019
Uéty v bance 4 048 1229 Cash at banks 4 048 1229
Kratk?dobe Qujcky svp'rlz'ne,ne 5069 5096 On—demand_ deposits with 5069 5096
strané splatné na pozadani related parties

Celkem 9 117 6 325 Total 9 117 6 325

Kratkodobé pUjcky spfiznénym strandm splatné na pozadani
predstavuji urocené kratkodobé pujcky. Analyza kratkodobych
pohledavek za spfiznénymi stranami je uvedena v bodé 15.

Penézni prostfedky, penézni ekvivalenty, kratkodobé puljcky

od spfiznénych stran splatné na pozadani a debetni zlstatky

na bankovnich uUc¢tech pro Ucely sestaveni samostatného vykazu
penéznich tokd jsou nadsledujici:

30. 6. 31.12. 30. 6. 31. 12.
(v milionech K¢) 2020 2019 2019 2018
Pen_eznl prostredky a penézni 9 N7 6 325 4964 5566
ekvivalenty
Pgbetnl z(statky na bankovnich 3 0 a 0
Uctech
Penézni prostfedky a penézni 9114 6 325 4963 5566

ekvivalenty celkem

10. Obchodni a ostatni finanéni zavazky a ostatni

nefinancéni zavazky
(v milionech K¢) 30. 6. 2020 31.12. 2019
Obchodni a ostatni finanéni zavazky
Treti strany 370 144
Ostatni spriznéné strany 1261 847
Dohadné ucty pasivni 478 569
Nevyplacené dividendy 4 296 5
Ostatni finan¢ni zavazky 236 257
Celkem 6 640 1822
Ostatni nefinanéni zavazky
Zavazky vaci zaméstnancim 121 135
Zavazky ze socidlniho zabezpeceni
a zdravotniho pojisténi 55 65
Prijaté zalohy 2 (e}
Vynosy pristich obdobi o (e}
Ostatni zavazky 3 1
Celkem 181 201

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

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, on-demand borrowings from related
parties and bank overdrafts for the purposes of the separate
cash flow statement include the following:

June 30, December June 30, December

(in CZK million) 2020 31,2019 2019 31,2018
Cash and cash equivalents 9117 6 325 4 964 5566
Bank overdrafts 3 - m -
ot licasiandicash 9114 6325 4963 5566
equivalents

10. Trade and other financial liabilities and other
non-financial liabilities

(in CZK million)
Trade and other financial liabilities

June 30,2020 December 31, 2019

Third parties 370 144
Other related parties 1261 847
Accrued expenses 478 569
Dividends payable 4 296 5
Other financial liabilities 236 257
Total 6 640 1822
Other non-financial liabilities

Amounts due to employees 121 135
ﬁg;ﬂ::;:unty and health 55 65
Advances received 2 -
Deferred revenues - -
Other liabilities 3 1
Total 181 201

Trade payables to related parties are disclosed in Note 15.
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11. Ostatni danové zavazky

11. Other tax liabilities

(v milionech K¢) 30. 6. 2020 31.12. 2019 (in CZK million) June 30,2020 December 31, 2019
Dan z pfidané hodnoty 441 285 VAT 441 285
Spotrebni dan 3723 3177 Excise tax 3723 3177
Ostatni dané 18 18 Other taxes 18 18
Celkem 4182 3480 Total 4182 3 480

12. Druhové &lenéni ndgkladu - dopliujici informace

(v milionech K¢&) 30. 6.2020 30. 6. 2019

12. Expenses by nature - additional information

June 30, 2020 June 30, 2019

(in CZK million)

Aktivace (o] -1 Own work capitalized - O]
Spotreba’matevr!alu, energie 2773 2510 Raw materials, consgmables 2773 2510
a prodané zbozi used and merchandise sold
Sluzby 1056 1389 Services 1056 1035
Licencni poplatky 339 356 Royalties 339 356
Naklady na zaméstnance Employee benefits expense 634 593
Sst ke Sitk 634 593

a zamestnanecke pozitky Depreciation, amortisation and 383 397
Odpisy, amortizace a snizeni impairment charge
hodnot 383 397

odnoty Other 125 79
Ostatni 125 78 Costs of goods sold,
Néaklady na prodané zbozi, distribution and 5 310 4 969
odbytové a administrativni 5 310 4 969 administrative expenses
naklady

13. Revenues
13. Trzby
Revenue analysis by timing of revenue recognition:
Analyza trzeb podle okamziku vykazani: (in CZK million) R R
milionech K¢ 30. 6. 2020 30. 6. 2019 i
(v mili : ' : Sales_ reported at time 6 376 6 207
Trzby vykazané v okamziku of shipment
L. 6 376 6 207 .

dodani Revenues reported over time 1245 1198
Trzby vykazané v pribéhu ¢asu 1245 1198 Total 7 621 7 405
Celkem 7 621 7 405

Spolec¢nost klasifikuje trzby podle okamziku vykazani podle
IFRS 15 od roku 2018.

14. Rozdéleni zisku

Valnd hromada akcionara Spole¢nosti schvalila v dubnu 2020
vyplatu dividend ve vysi 4 283 miliond K& (1 560 K& na akcii)
a v dubnu 2019 vyplatu dividend ve vysi 4 393 miliond K&

(1 600 K¢ na akcii).

15. Transakce se spFiznénymi stranami

Spfiznénymi stranami se rozumi Matefska spolecnost, Dcefina
spolec¢nost a ostatni spole¢nosti skupiny PMI (,,Ostatni
spriznéné strany*), ¢lenové predstavenstva Spolecnosti, ¢lenové
dozoréi rady Spole¢nosti a osoby blizké témto ¢lentm.

The Company classifies revenues by timing of revenue
recognition according to IFRS 15 as of 2018.

14. Profit distribution

The dividends approved by the Annual General Meeting

in April 2020 and April 2019 were CZK 4 283 million (CZK 1 560
per share) and CZK 4 393 million (CZK 1600 per share),
respectively.

15. 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.

56



CONDENSED INTERIM SEPARATE FINANCIAL STATEMENTS

Mezi spfiznénymi stranami byly uskutec¢nény nasledujici transakce:

a) Prodej vyrobku, zboZi a sluZeb spoleé¢nostem skupiny PM/

The following transactions were carried out with related parties:

a) Sales of merchandise and services to affiliates within PMI

(v milionech K¢) 30. 6. 2020 30. 6. 2019 (in CZK million) June 30, 2020 June 30, 2019

Prodej vyrobku a zbozi Sales of goods and merchandise
Dcefina spolec¢nost 1327 1340 Subsidiary 1327 1340
Ostatni sptiznéné strany 7 (0] Other related parties 7 -

Prodej materidlu Sales of materials
Ostatni sptiznéné strany 2 1 Other related parties 2 1

Prodej pozemkd, budov Sales of PP&E

a zafizeni Other related parties 116 36
Ostatni spfiznéné strany 116 36 Sales of services

Prodej sluzeb Subsidiary 29 35
Dcefind spole¢nost 29 35 Other related parties 1216 1162
Ostatni spfiznéné strany 1216 1162 Recharges

Prefakturace Subsidiary - 1
Dcefina spole¢nost o 1 Other related parties 1 2
Ostatni spriznéné strany 1 2 Interest income

Vynosové droky Other related parties 28 43
Ostatni spfiznéné strany 28 43 Total 2726 2620

Celkem 2726 2620

b)  Nakup zbozi a sluZzeb od spolecnosti skupiny PM|

b) Purchases of merchandise and services from affiliates
within PMI

(v milionech K¢&) 30.6.2020 30. 6.2019 (in CZK million) June 30, 2020 June 30, 2019
Nékup zbozi a materidlu Purchases of merchandise and materials

Dcefina spolec¢nost 8 13 Subsidiary 8 13

Ostatni spfiznéné strany 2533 214 Other related parties 2533 214
Nékup pozemkd, budov, zafizeni a nehmotnych aktiv Purchases of PP&E and intangible assets

Ostatni spfiznéné strany 96 2 Other related parties 96 2
Naékup sluzeb Purchases of services

Dcefind spole¢nost 2 1 Subsidiary 2 1

Ostatni spfiznéné strany 414 333 Other related parties 414 333
Licencni poplatky placené Royalties paid

Ostatni sptiznéné strany 339 356 Other related parties 339 356
Celkem 3 392 2819 Total 3392 2819

c) Dividendy
V roce 2020 Spolecnost prijala dividendy od Philip Morris
Slovakia s.r.o. ve vysi 96 milion K& (2019: 99 miliond K¢&).

Dividendy vyplacené spole¢nosti Philip Morris Holland

Holdings B.V. v roce 2020 ¢inily 3 323 miliond K&

(2019: 3 408 miliond K¢&). Dividendy byly vyplaceny po skoné&eni
prvniho pololeti 2020 v obdobi do doby zvefejnéni pololetni
zpravy 2020.

Kromé vyplacenych dividend Spole¢nost neméla v prabéhu
predchozich dvou let Zzadné jiné transakce s Materskou
spolec¢nosti.

c) Dividends
Dividends received from Philip Morris Slovakia s.r.o. in 2020
amounted to CZK 96 million (2019: CZK 99 million).

In 2020 Company paid to Philip Morris Holland Holdings B.V.
the total amount of CZK 3 323 million. The dividends paid

to Philip Morris Holland Holdings B.V. in 2019 amounted to

CZK 3 408 million. Dividends were paid after the end of the first
half of 2020 in the period until the publication of the half-yearly
report 2020.

Except for dividends there were no other transactions with
the Parent company during the last two years.
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d) Zustatky se spoleénostmi skupiny PMI

d) Balances with affiliates within PMI

(v milionech K¢) 30. 6. 2020 31.12. 2019 (in CZK million) June 30,2020 December 31, 2019
Pohledavky za spFfiznénymi stranami Receivables from related parties

Dcefina spole¢nost 221 187 Subsidiary 221 187

Ostatni spriznéné strany 87 80 Other related parties 87 80
Celkem 308 267 Total 308 267
Zavazky vaci spFiznénym strandm Payables to related parties

Ostatni spriznéné strany 1262 847 Other related parties 1262 847
Pujcky poskytnuté Loans and deposits

Ostatni spfiznéné strany 5069 5096 Other related parties 5069 5096

K 30. 6. 2020 Spolec¢nost poskytovala uroc¢ené kratkodobé
pujcky splatné na pozadani (cash pool) ve vysi

5 069 miliont K¢ spole¢nosti Philip Morris Finance S.A.

(k 31.12. 2019: 5 096 milionl K¢&). Vsechny kratkodobé pajcky
jsou v samostatném vykazu finanéni pozice Spolec¢nosti

k 30. 6. 2020 a 31.12. 2019 vykazany jako soucast penéznich
prostifedkl a penéznich ekvivalentd.

Bézna vyse Urokové sazby z kratkodobé pujcky je stanovena
jako tydenni PRIBOR plus/minus marze odpovidajici trznim
podminkdm u pdjcek s obdobnou délkou vkladu a likviditou,
bé&zna vyse Urokové sazby z kratkodobych puajc¢ek splatnych

na pozadani je stanovena jako no¢ni PRIMEAN - 0,25%, t;j.
PRIMEAN ((noéni PRIBOR + no¢ni PRIBID)/2) plus/minus marze
odpovidajici trznim podminkam u pUjéek s obdobnou délkou
vkladu a likviditou.

Skutec¢nd vyse Urokové sazby zavisi na aktualni situaci

na penéznim trhu a druhu pUj¢ky. Pramérna vyse efektivni
Urokové sazby z kratkodobych pujéek (cash pool) za pololeti
koncici 30. 6. 2020 ¢&ini 0,97 % p. a. (2019: 1,42% p. a.).

e) Odmény kli¢ovych é&lent vedeni

Odmény klicovych &lenl vedeni zahrnuji odmény ¢lenl
predstavenstva a dozorci rady za vykon funkce dle smlouvy

o vykonu funkce ¢lena predstavenstva, respektive dozoréi rady.

Odmény ¢lenl vedeni, ktefi jsou zaméstnanci Spole¢nosti
nebo spole¢nosti skupiny PMI, se skladaji z odmény za vykon
funkce ¢lena predstavenstva, respektive dozorci rady, roéniho
platu, bonusu podle individudlniho vykonu, uhrad akciemi

a ostatnich nepenéznich pfijm0, jako jsou pouzivani firemniho
automobilu, prispévky na zadvodni stravovani a prispévky

na penzijni pripojisténi, zivotni a Urazoveé pojisténi a pozitky
spojené s ukoncenim pracovniho pomeéru, jak je uvedeno nize.
Soucasti nepenéznich prijmua ¢lenl predstavenstva, respektive
dozorci rady, ktefi jsou zaméstnanci spole¢nosti Philip Morris
Services S.A. nebo jiné spole¢nosti skupiny PMI, je navic uhrada
najemného a skolného.

At June 30, 2020, the Company provided related parties
interest-bearing on-demand deposits (cash pool)

of CZK 5 069 million with Philip Morris Finance S.A. (at
December 31, 2019: CZK 5 096 million). 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, 2020 and December 31, 2019.

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, 2020 was 0.97% p.a. (2019: 1.42% 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.
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Pozitky spojené s ukoncenim pracovniho poméru ¢&lend
vedeni zaméstnanych Spolec¢nosti, kterym byla dana vypovéd
z organizacnich nebo zdravotnich dlvodd podle § 52 pism.

a) az e) Zakoniku prace nebo s kterymi byl rozvazan pracovni
pomér dohodou z tychz ddvodd, zahrnuji odstupné dle

Redukéniho programu, jenz je specifikovan v Kolektivni smlouvé.

Pozitky spojené s ukoncenim pracovniho poméru ¢lend vedeni
zaméstnanych spole¢nostmi skupiny PMI jsou vyplaceny

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

(v milionech K¢&) 30. 6.2020 30. 6. 2019
:;Zgi{k?/ ostatni kratkodobé 33 2
Uhrady vézané na akcie 5

Nepenézni pfijmy

Celkem 39 36

V roce 2020 a 2019 nebyly vykazany zadné pozitky spojené
s ukoncenim pracovniho poméru.

Funkéni obdobi ¢lenl predstavenstva zvolenych na valné
hromadé akcionafl Spole¢nosti je tfi roky.

f) Informace o poctu akcii vydanych Spole¢nosti

&lenim vedeni a organu
Clenové dozoréi rady nevlastnili k 30. 6. 2020 ani k 30. 6. 2019
7adné akcie Philip Morris CR a.s. Dalsi osoby s fidici pravomoci,
definované v §2 odst. 1 pism. b) zdkona ¢&. 256/2004 Sb.,
o podnikani na kapitalovém trhu v platném znéni, nevlastnily
k 30. 6. 2020 ani k 30. 6. 2019 zadné akcie Philip Morris CR a.s.

g)  Smluvni a jiné budouci zavazky se spFiznénymi stranami
Smluvnimi a jinymi budoucimi zadvazky vyplyvajicimi z transakci
se spfiznénymi stranami, které nejsou vykazany ve zkracené
mezitimni samostatné ucetni zaveérce, se rozumi zavazky

k budouci sméné zdroju dle zavaznych smluv.

K 30. 6. 2020 Spolecnost neméla vyznamné smluvni ani jiné
budouci zavazky vyplyvajici z transakci se spfiznénymi stranami,
kromé budoucich zédvazkl z titulu ndkupu sluzeb v souhrnné
odhadované hodnoté 297 miliond K& (odhadovana souhrnna
hodnota budoucich zavazkd k 31.12. 2019: 276 miliont K¢).

Spole¢nost v minulosti uzavrela nékolik zavaznych smluv

o nakupu sluzeb, u kterych jesté nebylo vyporadano povinné
plnéni. Tyto smlouvy maji vétSinou dvou az Sestimési¢ni
vypovédni IhGtu. Celkovd 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 Slovenské republice. Za pololeti
koncici 30. 6. 2020 dosahly naklady za licen¢ni poplatky

vyse 339 miliont K& (30. 6. 2019: 356 miliond K&). Ve druhém
pololeti 2020 oc¢ekava vedeni Spolecnosti naklady za licen¢ni
poplatky v priblizné stejné vysi. Tyto smlouvy jsou uzavieny
na dobu neurcitou a mohou byt vypovézeny kteroukoliv

ze smluvnich stran.

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.

(in CZK million) June 30, 2020 June 30, 2019

Salaries and other short-term

employee benefits 33 26
Share-based payments 5
Income in-kind 1
Total 39 36

There was no termination benefit recognised in 2020 and 2019.

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 and Statutory

bodies members
Members of the Supervisory Board did not own any shares
of Philip Morris CR a.s. at June 30, 2020 and at June 30, 2019.
No other persons with executive powers as defined by Section
2 par. 1letter b) of Act No. 256/2004 Coll. on Capital Market
Undertakings, as amended, owned any shares of Philip Morris
CR a.s. either at June 30, 2020 and at June 30, 2019.

g9) Contractual and other commitments to related parties
Contractual and other commitments to related parties that

are not recorded in the condensed interim separate financial
statements are considered as obligations to exchange resources
in the future under binding agreements.

As at June 30, 2020, 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 297 million (expected commitment value

as at December 31, 2019: CZK 276 million).

The Company entered in the past into a number of binding
service agreements, under which some performance obligations
are yet to be delivered. Those agreements mostly have two

or six month termination notice. The total estimated value

of services to be purchased under these agreements during
their respective termination terms is disclosed above.

According to the agreements with trademark owners, Philip
Morris Global Brands Inc., 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, 2020, the Company
incurred under these agreements royalties expense

of CZK 339 million (2019: CZK 356 million). Management
expects the royalty expense in the second half of 2020 to be
at approximately similar level. These agreements shall continue
indefinitely until terminated by either party.

59



ZKRACENA MEZITIMNi SAMOSTATNA UCETNIi ZAVERKA

16. Potencialni zavazky

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

17. Nasledné udalosti

Po rozvahovém dni 30. 6. 2020 nedoslo k zadnym udalostem,
které by mély vyznamny dopad na zkradcenou mezitimni
samostatnou uUcetni zavérku k 30. 6. 2020.

Schvaleni tcetni zavérky
Tato zkracena mezitimni samostatnad ucetni zavérka

k 30. 6. 2020 byla predstavenstvem schvdlena ke zverejnéni
a byla z jeho povéreni podepsana.

V Kutné Hore dne 29. zafi 2020

T

Petr Sedivec
Clen predstavenstva

Andrea Gontkovicova
predsedkyné
predstavenstva

16. 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.

17. Subsequent events

No subsequent events have occurred after June 30, 2020
that would have material impact on these condensed interim
separate financial statements at June 30, 2020.

Authorization of the financial statements

These condensed interim separate financial statements for
the period ended June 30, 2020 were authorised for issue
by the Board of Directors and have been signed below on its
behalf.

In Kutna Hora on September 29, 2020

T

Petr Sedivec
Member
of the Board of Directors

Andrea Gontkovicova
Chairwoman
of the Board of Directors
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SiDLO SPOLECNOSTI / REGISTRED ADDRESS

Philip Morris CR a.s.
Vitézna 1, 284 03 Kutna Hora

VEDENIi SPOLECNOSTI / HEADQUARTERS

Karlovo namesti 10, 120 OO0 Praha 2
TEL.: (+420) 266 702 111

FAX: (+420) 266 702 333

ICO: 14803534

ISIN: CS000848869

LEI: 315700LNPHNXCMNLQC73

spole¢nost zapsana v obchodnim rejstriku vedeném u Méstského soudu v Praze pod znackou B 627.
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