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Spole¢nost Philip Morris CR a.s. je pfednim 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
tabdkovych vyrobk( HEETS*, zafizeni IQOS a s nim
souvisejiciho pfislusenstvi v Ceské republice. Zarizeni
/QOS je systém urceny k zahrivani tabaku, ktery obsahuje
elektronicky nahrivac pouzivany se speciadlné navrzenymi
tabakovymi naplnémi HEETS. Zarizeni produkuje paru
obsahujici nikotin, a protoze je tabak v zafizeni zahrivan,
nikoliv spalovan, tato technologie vytvari aerosol, ktery
obsahuje v prdméru o 95% méné skodlivych latek

Vv porovnani s kourem z referen¢ni cigarety**.

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

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

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

s Mezinarodnimi standardy uUcetniho 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 tobacco
heating system that includes an electronic holder that

is used with specially designed heated tobacco units
HEETS. The device delivers a nicotine-containing vapor,
and because the tobacco is heated and not burned, this
technological innovation allows to generate the aerosol
which has on average 95% lower levels of harmful
chemicals compared to the smoke of a reference
cigarette**.

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.r.o. 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
ndzvem HEETS FROM MARLBORO a tento obchodni nazev se

v Q12018 zmeénil na HEETS. Od tohoto mista dale je v ramci Vyrocni
zpravy 2019 pouzivan jednotny obchodni ndzev HEETS pro oba trhy.

*x

Pradmérné snizeni koncentraci (vztazeno k jednomu kusu naplné)
jednotlivych skodlivych a potencialné skodlivych slozek mérenych

v aerosolu /QOS v porovndni se standardni 9,4mg ,dehtovou* referenéni
cigaretou vytvorenou pro vyzkumné ucely (3R4F). Sbér aerosolu

a koure uskutec¢nény podle pravidel pro simulator koufeni Health Canada
Intense (objem potdhnuti 55ml, trvani potahnuti 2 vteriny, interval
mezi potdhnutimi 30 vterin). Vypocty snizeni nezahrnuji nikotin.

* 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 2019 Annual Report for this product in both countries.

*%

Average of the reductions in the concentrations (weight per stick)
of individual harmful and potentially harmful chemicals in the /QOS
aerosol compared to the smoke from a standard 9.4 mg ‘tar’
reference cigarette (3R4F) designed for research purpose. Aerosol
and smoke collections performed under the Health Canada Intense
machine-smoking regime (55ml puff volume, 2 second puff duration,
30 second interval puff). Reduction calculations exclude nicotine.
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Konsolidované financ¢ni vysledky

S potésenim oznamujeme nase velmi dobré vysledky
roku 2019, jez odrazi lepsi nez ocekavany objem prodeje
tabakovych vyrobkd urcenych ke koureni, a to navzdory
mirnému poklesu objemu prodeje, ktery byl vice nez
vyvazen pozitivnimi dopady zvyseni cen realizovanymi
spolecnostmi Philip Morris CR a.s. a Philip Morris
Slovakia s.r.o. v roce 2018, a také pokracujici silny rist
prodeje tabakovych naplni HEETS a zarizeni /IQOS diky
rostouci zékladné dospélych uzivatell /QOS": celkovy
pocet dospélych /QOS uzivateld? v obou zemich vzrostl,
v porovnani s predchozim rokem, o 196 000 a dosahl
452 000. Z toho 359 000 dospélych uzivatel( prestalo
s kourenim a preslo na /IQOS?.

Konsolidované trzby bez spotrebni dané a DPH ve vysi
171 miliardy K¢ se, v porovnani s predchozim rokem,
zvwysily 0 21,4 %, a to zejména v dusledku vyssich

prodejl zafizeni /IQOS a tabdkovych naplini HEETS

v Ceskeé republice a na Slovensku ve vyséi 3,4 miliardy K&
a pozitivnich dopadl zvyseni cen portfolia tabakovych
vyrobkd urcenych ke koureni“ realizovanymi spolec¢nostmi
Philip Morris CR a.s. a Philip Morris Slovakia s.r.o. ve vysi
0,3 miliardy K¢, které byly ¢astecné kompenzovany
snizenim prodejd portfolia tabdkovych vyrobkd uréenych
ke koureni ve vysi 0,3 miliardy K. Pri vylouceni vlivu
ménoveho kurzu se konsolidované trzby bez spotrebni
dané a DPH zvysily o 21,3%.

Zisk z provozni ¢innosti ve vysi 5,0 miliardy K¢ vzrostl,

v porovnani s predchozim rokem, o 4,6 %, a to zejména

v dtsledku pfiznivého vyvoje cen v Ceské republice

a na Slovensku. Pri vylouc¢eni vlivu ménového kurzu
vzrostl zisk z provozni ¢innosti v porovnani s predchozim
rokem o 5,6 %.

Cisty zisk ve vysi 4,0 miliardy K& vzrostl, v porovnani
s predchozim rokem, o 4,8% z ddvodd zminénych vyse,
coz bylo ¢astecneé kompenzovano vyssi dani z prijmu.

Consolidated Financial Results

We are pleased to report our robust performance in 2019,
reflecting the better-than-anticipated combustible
tobacco product sales, where a marginal decline in sales
volumes was more than offset with positive impact

of price increases implemented by Philip Morris CR a.s.
and Philip Morris Slovakia s.r.o. in 2018 and a strong
growth of heated tobacco products sales on the back

of growing /QOS adult user base' the number of total
/QOS adult users? in both countries combined increased
by 196,000 and reached 452,000, of which 359,000 adult
users have stopped smoking and switched to /QOS®.

Consolidated revenues, net of excise tax and VAT,

grew by 21.4% (vs. prior year) to CZK 171 billion,

driven by higher sales of HEETS and /QOS devices

of CZK 3.4 billion and favorable pricing on our
combustible portfolio* of CZK 0.3 billion implemented
by Philip Morris CR a.s. and Philip Morris Slovakia s.r.o.,
which were partly offset by lower combustible portfolio
sales volumes of CZK 0.3 billion. Excluding the impact
of currency, consolidated revenues, net of excise tax and
VAT, increased by 21.3%.

Profit from operations of CZK 5.0 billion increased

by 4.6% (vs. prior year), primarily reflecting favorable
pricing implemented by Philip Morris CR a.s. and Philip
Morris Slovakia s.r.o. in the Czech Republic and Slovakia.
Excluding the impact of currency, profit from operations
increased by 5.6%.

Net income of CZK 4.0 billion increased by 4.8% (vs. prior
year), reflecting the items noted above and partially
offset by a higher income tax expense.

1 Zdroje:vnevef'ejny zdroj Panel dospélych uzivatell /QOS, odhady Philip
Morris CR a.s. a Philip Morris Slovakia s.r.o.

2 Odhadovany pocet dospélych uzivateld /QOS, u kterych tabakové
naplné HEETS tvofi alespon 5% denni spotfeby tabakovych vyrobk{
za poslednich 7 dni.

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

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

1 Sources: a non-public /QOS adult user panel, Philip Morris CR a.s.
and Philip Morris Slovakia s.r.o. internal estimates.

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

3 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.

4 Combustible portfolio includes cigarettes, cigarillos, tobacco
for make-your-own cigarettes and volume tobacco for make-your-
own cigarettes.
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Podnikani v Ceské republice

Trzby v tuzemsku bez spotfebni dané a DPH se,

Vv porovnani s predchozim rokem, zvysily o 26,9 %

na 10,2 miliard K¢&, a to zejména v dUsledku vyssich
prodejl zafizeni IQOS a tabakovych népini HEETS ve vysi
2,6 miliardy K¢ a pozitivnich dopadd zvyseni cen portfolia
tabakovych vyrobkd ur¢enych ke koureni realizovanymi
spolecnosti Philip Morris CR a.s. ve vysi 0,2 miliardy K¢,
které byly ¢astec¢né kompenzovany snizenim prodejd
portfolia tabdkovych vyrobk( ur¢enych ke koureni ve vysi
0,2 miliardy K¢.

Celkovy kombinovany trh cigaret a zahrivanych
tabdkovych vyrobkd se, v porovnani s predchozim
rokem, zvysil o odhadovanych 2,2% na 21,0 miliard kusd,
zejména z technickych ddvodd bez vazby na spotfebu.
Celkovy trh cigaret poklesl, v porovnani s predchozim
rokem, o odhadovanych 1,4 % na 19,7 miliard kust
cigaret, a to zejména v dusledku pfechodu dospélych
kurak( na zahtivané tabdkové vyrobky, to bylo ¢astecné
kompenzovano technickymi ddvody zminénymi vyse.

Od Vyroé¢ni zpravy 2018 vykazujeme také svdj trzni

podil zaloZzeny na mési¢nim souhrnu prodejd cigaret®,
ktery zpracovava PricewaterhouseCoopers Ceskd
republika, s.ro. (,PwC"). Na tomto souhrnu se podileji
vsechny velké spolecnosti prodavajici tabakové vyrobky
v Ceské republice, které zasilaji PwC své& data o prodejich
cigaret svym primym obchodnim partnerdm. PwC
nasledné zasila Ucastnicim se spole¢nostem agregovany
a anonymizovany soucet. Philip Morris CR a.s. k témto
datdm pridava odhady pro zahtivané tabakové

vyrobky. Tato data dohromady tvori odhad celkovéeho
kombinovaného trhu, ktery je zakladem pro vypocet
trzniho podilu. Vérime, Ze trzni podil vykazovany dle této
metodologie presnéji vyjadruje skutec¢nou vykonnost
Philip Morris CR a.s., protoze data z maloobchodniho
prdzkumu agentury Nielsen Company (Europe)

Sarl (kterd jsme pouzivali pro predeslé vykazovani)

jsou zalozena na extrapolaci vzorku prodejnich dat
maloobchodnich prodejen.

Dle vyse popsané metodologie kombinovany trzni
podil Philip Morris CR a.s., v porovnani s predchozim
rokem, vzrostl 0 1,6 procentniho bodu na 41,3 %,
zejména v ddsledku nardstu trzniho podilu HEETS

0 3,3 procentniho bodu na 5,9 %, to bylo ¢astecné
kompenzovano poklesem trzniho podilu cigaret

o 1,7 procentniho bodu na 35,4 %.

Business in the Czech Republic

Domestic revenues, net of excise tax and VAT, increased
by 26.9% (vs. prior year) to CZK 10.2 billion, driven

by a higher sales volume of HEETS and /QOS devices

of CZK 2.6 billion and favorable pricing on combustible
portfolio of CZK 0.2 billion implemented by Philip Morris
CR a.s., which were partly offset by lower combustible
portfolio sales volume of CZK 0.2 billion.

The total combined market of cigarettes and heated
tobacco units has increased by an estimated 2.2%

(vs. prior year) to 21.0 billion units, due primarily to
technical factors not related to consumption. The total
cigarette market has decreased by an estimated 1.4%
to 19.7 billion units on the back of legal age smokers
switching to heated tobacco units, which was partially
offset by the technical factors mentioned above.

Starting with the 2018 Annual Report, we report our
market share based on a monthly tabulation of cigarette
sales data®, administered by PricewaterhouseCoopers
Ceska republika, s.r.o. (“PwC”). Participating in this
tabulation are all the major companies selling tobacco
products in the Czech Republic, who submit to PwC
their data on cigarette sales to their direct trade
partners. PwC provides back to the survey participants
the anonymized aggregated total figure. Philip Morris

CR a.s. internal estimate for smoke-free products are
then added to the data, which then represents the total
market as a base for market share calculation. We believe
the market share reported using this methodology is
more representative of the true performance of Philip
Morris CR a.s., as Nielsen Company (Europe) Sarl
(“Nielsen”) research retail audit data (which we used

as a proxy for market share reporting previously) is based
on an extrapolation of a sample of retail stores’ data.

According to our estimates described above,

the combined market share of Philip Morris CR a.s.
increased by 1.6 share points (vs. prior year) to 41.3%.
The growth was driven by the market share of HEETS,
which increased by 3.3 share points to 5.9%, while our
cigarette share declined by 1.7 share points to 35.4%.

5 l}leveFejny zdroj dat, ktery zpracovava PricewaterhouseCoopers
Ceska repubilika, s.r.o.

5 A non-public data source administered by PricewaterhouseCoopers
Ceska republika, s.r.o.
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Trzni podil v Ceské republice (%)
Market share in the Czech Republic (%)

39,7 %
2018

HEETS

2,6 %

cigarety
cigarettes

HEETS

5,9%

41,3 %
2019

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

Pro Uplnost uvadime, ze podle maloobchodniho
prizkumu® agentury Nielsen Company (Europe) Sarl trzni
podil u cigaret spole¢nosti Philip Morris CR a.s. pokles|,

v porovnani s predchozim rokem, o 1,1 procentniho bodu
na 41,3%’.

Objem domaciho odbytu portfolia tabdkovych vyrobkl
uréenych ke koureni spole¢nosti Philip Morris CR a.s. se,
v porovnani s predchozim rokem, snizil o 0,3 miliardy
kust na 7,7 miliardy kus® a objem doméciho odbytu
tabdkovych naplni HEETS dosahl 1,2 miliardy kusd.

Podnikani na Slovensku

Trzby spolecnosti Philip Morris Slovakia s.r.o. bez spotrebni
dané a DPH se v mistni méné, v porovnani s predchozim
rokem, zvysily 0 20,7% na 176,5 milionu eur, a to v ddsledku
vyssich prodejl zafizeni /IQOS a tabakovych ndpini HEETS
ve vysi 30,8 milionu EUR a pozitivnich dopadd zvyseni
cen portfolia tabdkovych vyrobk( urcenych ke koureni
realizovanymi spolecnosti Philip Morris Slovakia s.r.o.

ve vysi 2,7 milionu EUR, které byly ¢astec¢né kompenzovany
snizenim prodejd portfolia tabdkovych vyrobkd uréenych
ke koureni ve vysi 2,9 milionu EUR.

Celkovy kombinovany trh cigaret a zahrivanych
tabdkovych vyrobkd se, v porovnani s predchozim rokem,
zvysil o odhadovanych 5,3% na 7.7 miliard kus(, zejména
7 technickych ddvodd bez vazby na spotiebu, véetné
odhadovanych zmén zasob v obchodnim fetézci. Celkovy
trh cigaret vzrostl, v porovnani s pfedchozim rokem,

o odhadovanych 2,0 % na 7,2 miliard kus( cigaret, a to
zejména z technickych ddvodd zminénych vyse, které
vice nez kompenzovaly pokles v disledku prechodu
dospélych kurdkd na zahrivané tabakové vyrobky.

For completeness, according to the Nielsen retail audit®,
our cigarette market share decreased by 1.1 share points
(vs. prior year) to 41.3%’.

Combustible portfolio shipments of Philip Morris CR a.s.
decreased by 0.3 billion units (vs. prior year) to 7.7 billion
units, while our HEETS shipments reached 1.2 billion units
in the same period.

Business in Slovakia

Philip Morris Slovakia s.r.o. revenues, net of excise tax
and VAT, increased by 20.7% (vs. prior year) to EUR 176.5
million, driven by a higher sales volume of HEETS

and /QOS devices of EUR 30.8 million and favorable
pricing on combustible portfolio of EUR 2.7 million
implemented by Philip Morris Slovakia s.r.o., which were
partly offset by lower combustible portfolio sales volume
of EUR 2.9 million.

The total combined market of cigarettes and heated
tobacco units has increased by an estimated 5.3%

(vs. prior year) to 7.7 billion units, due primarily to
technical factors not related to consumption, including
estimated changes in trade inventories. The total
cigarette market has increased by an estimated 2.0% to
7.2 billion units due to the technical factors mentioned
above, which have more than offset the decrease

on the back of legal age smokers switching to heated
tobacco units.

6 Neverejny maloobchodni prazkum agentury Nielsen Company
(Europe) Sarl

7 Trzni podil za rok 2018 byl upraven z ddvodu zmén v maloobchodnim
panelu, ve kterém agentura Nielsen Company (Europe) Sarl provadi vyzkum.

6 A non-public retail audit research conducted by the Nielsen Company
(Europe) Sarl

7 2018 market share was restated due to changes in Nielsen Company
(Europe) Sarl’s retail audit panel.
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Od Vyroéni zpravy 2018 vykazujeme také svdj trzni
podil zaloZzeny na mési¢nim souhrnu prodejd cigaret?,
ktery zpracovava PricewaterhouseCoopers Ceskd
republika, s.ro. (,PwC"). Na tomto souhrnu se podileji
vSechny velké spolec¢nosti prodavajici tabakové vyrobky
na Slovensku, které zasilaji PwC sva data o prodejich
cigaret svym primym obchodnim partnerdm. PwC
nasledné zasila Ucastnicim se spole¢nostem agregovany
a anonymizovany soucet. Philip Morris Slovakia s.r.o.

k témto datdm pfidavd odhady pro zahrivané tabakové
vyrobky. Tato data dohromady tvori odhad celkového
kombinovaného trhu, ktery je zadkladem pro vypocet
trzniho podilu. Véfime, Ze trzni podil vykazovany

dle této metodologie presnéji vyjadruje skutecnou
vykonnost Philip Morris Slovakia s.r.o., protoze data

z maloobchodniho prizkumu agentury Nielsen Company
(Europe) Sarl (kterd jsme pouzivali pro predeslé
vykazovani) jsou zalozena na extrapolaci vzorku
prodejnich dat maloobchodnich prodejen.

Dle vySe popsané metodologie kombinovany trzni
podil Philip Morris Slovakia s.r.o. poklesl, v porovnani

s predchozim rokem, o 1,3 procentniho bodu na 57,4 %,
a to zejména v dusledku poklesu trzniho podilu cigaret
0 4,3 procentniho bodu na 50,7 %, to bylo ¢astecné
kompenzovano narlstem trzniho podilu HEETS

0 3,0 procentniho bodu na 6,7 %. Nas trzniho podil

byl negativné ovlivnén technickymi faktory v odhadu
celkového kombinovaného trhu, jak bylo zminéno vyse.

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

58,7 %
2018

HEETS

3,7 %

cigarety
cigarettes

Starting with the 2018 Annual Report we are

reporting the market share based on a monthly
tabulation of cigarette sales data® administered

by PricewaterhouseCoopers Ceské republika, s.r.o.
("PwC”). Participating in this tabulation are all the major
companies selling tobacco products in Slovakia, who
submit to PwC their data on cigarette sales to their
direct trade partners. PwC provides back to the survey
participants the anonymized aggregated total figure.
Philip Morris Slovakia s.r.o. internal estimate for smoke-
free products are then added to the data, which
combined represents the total market as a base for
market share calculation. We believe the market share
reported using this methodology is more representative
of the true performance of Philip Morris Slovakia s.r.o.,
as Nielsen Company (Europe) Sarl research retail audit
data (which we have used as a proxy for our reporting
previously) is based on an extrapolated sample of retail
stores’ data.

According to the above described methodology

the combined market share of Philip Morris Slovakia s.r.o.
decreased by 1.3 share points (vs. prior year) to 57.4%, due
primarily to the decrease of our market share of cigarettes
by 4.3 share points to 50.7%, which was partially offset

by the increase of the market share of HEETS by 3.0 share
points to 6.7%. Our market share was adversely impacted
by the technical factors related to the total combined
market performance mentioned above.

HEETS

6,7 %

57,4 %
2019

cigarety
cigarettes

Zdroj: odhady Philip Morris Slovakia s.r.o0., zaloZzené na mési¢nim souhrnu prodeja cigaret dle PwC

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

8 Nevefejny zdroj dat, ktery zpracovava PricewaterhouseCoopers
Ceska republika, s.r.o.

8 A non-public data source administered by PricewaterhouseCoopers
Ceska republika, s.r.o.
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Pro Uplnost uvadime, Ze podle maloobchodniho prizkumu?®
agentury Nielsen Company (Europe) Sarl trzni podil

u cigaret spole¢nosti Philip Morris Slovakia s.r.o. pokles!,
v porovnani s predchozim rokem, o 1,6 procentniho bodu
na 54,8 %°, zejména v disledku prechodu dospélych
kurdkd na zahfivané tabdkové vyrobky.

Objem domaciho odbytu portfolia tabakovych

vyrobkd ur¢enych ke koureni spolec¢nosti Philip Morris
Slovakia s.r.o. poklesl, v porovnani s predchozim rokem,
o 0,1 miliardy kusC na 3,9 miliardy kust cigaret, zejména
z davodu pfechodu dospélych kufakd na zahtivané
tabakové vyrobky.

Objem domaciho odbytu tabakovych napini HEETS
spolec¢nosti Philip Morris Slovakia s.r.o. se zvysil,

v porovnani s predchozim rokem, o 0,2 miliardy kusu
na 0,5 miliard kusu.

Vyrobni sluzby

Trzby za vyrobni sluzby vzrostly, v porovnani
s predchozim rokem, o 31% na 2,4 miliardy K¢.

Spotrebni dan

V Ceské republice dne 1. dubna 2019 nabyla ucinnosti novela
zdkona o spotrebnich danich, kterd zavedla spotfebni

dan ze zahrivanych tabakovych vyrobkd. Sazba spotrebni
dané je stejnad jako pro tabadk ke koureni, tj. 2 236 K& na 1kg
tabaku v zahrivanych tabakovych vyrobcich.

ViIdda v kvétnu 2019 schvalila navrh zakona, jehoz

cilem bylo zvysit sazby spotfebni dané z tabakovych
vyrobkd od 1. ledna 2020. Névrh v ¢ervenci 2019

zacal projednavat Parlament Ceské republiky, ktery

jej 17. prosince 2019 schvalil. Dne 1. ledna 2020 tato
novela zdkona o spotfebnich danich nabyla Uc¢innosti.
Obsahuje zvyseni pevné casti sazby spotrebni dane

0 150 K¢ na 1 610KE na 1 000 cigaret, zvyseni procentni
¢asti o 3 procentni body na 30% a zvyseni minimalni
sazby dané o 270 K¢ na 2 900 KE na 1 000 cigaret. Sazba
spotrebni dane z tabaku ke koufeni a ze zahfivanych
tabakovych vyrobkd vzrostla o 224 KE na 2 460 KE

na Tkg tabdku. Novela obsahovala prechodné obdobi

v délce dvou mésicd, po které jesté byly pouzivany sazby
platné v roce 2019, to znamena, Zze noveé sazby se zacaly
pouzivat od 1. bfezna 2020. Toto zvysSeni spotrebni danf
bylo doplnéno tfimésicni Ihdtou od nabyti u¢innosti

nove sazby dané, do kdy mohou byt cigarety, opatrené
tabakovou nalepkou se starou sazbou, doprodavany
konec¢nému spotrebiteli.

For completeness, according to the Nielsen retail audit®,
the cigarette market share of Philip Morris Slovakia s.r.o.
decreased by 1.6 share points (vs. prior year) to 54.8%°,
due primarily to switching of our legal age smokers to
smoke-free products.

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

(vs. prior year) to 3.9 billion units, driven mainly

by conversion of legal age smokers to our smoke-free
products.

Domestic HEETS shipments of Philip Morris Slovakia s.r.o.
increased by 0.2 billion units (vs. prior year) to
0.5 billion units.

Manufacturing Services

Revenues from manufacturing services increased by 3.1%
(vs. prior year) to CZK 2.4 billion.

Excise Tax

In the Czech Republic, an amendment to the Act

on excise taxes came into force on April 1, 2019 and
introduced excise tax on heated tobacco products.

The tax rate is at parity with fine cut tobacco, CZK 2,236
per 1 kg of tobacco content in heated tobacco products.

In May 2019, the government approved a proposal for

an amendment to the Excise Duties Act with the aim to
increase excise taxes on tobacco products from January
1, 2020. The Parliament started debating the amendment
in July 2019, the final vote took place on December 17,
2019. The effective date of the amendment was January 1,
2020, while the tobacco excise tax was granted a two-
month grace period, in which the 2019 tax rates were still
used. Therefore, the new excise tax rate was effectively
applied since March 1, 2020.

The amendment increased the specific component

of the cigarette excise tax rate by CZK 150 to CZK 1,610
per 1,000 cigarettes, the ad valorem component

by 3 percentage points to 30% and the minimum excise
tax rate by CZK 270 to CZK 2,900 per 1,000 cigarettes.
The tax rate on fine cut tobacco and heated tobacco
units 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.

The Ministry of Finance has already proposed a new
amendment to the Excise Duties Act, which aims

9 Neverejny maloobchodni prazkum agentury Nielsen Company
(Europe) Sarl

10 Trzni podil za rok 2018 byl upraven z ddvodu zmén v maloobchodnim
panelu, ve kterém agentura Nielsen Company (Europe) Sarl provadi vyzkum.

9 A non-public retail audit research conducted by the Nielsen Company
(Europe) Sarl

10 2018 market share was restated due to changes in Nielsen Company
(Europe) Sarl’s retail audit panel.
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Ministerstvo financi jiz navrhlo dalsi novelu zadkona

o spotfebnich danich, ktera 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 schvdlen trilety danovy plan od roku
2017 do roku 2019, a to prostfednictvim novely zadkona
¢.106/2004 Sb., o spotfebni dani z tabakovych vyrobkd,
publikované jako zédkon ¢. 296/2016 Sb." Od 1. Unora

2017 pevna sazba dané na cigarety vzrostla z 59,50 EUR
na 61,80 EUR na 1000 cigaret; sazba minimalni

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

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

ke koureni vzrostla ze 71,11 eur na 73,90 EUR za 1kg. Dalsi
zvysovani sazeb bylo schvaleno s ucinnosti od 1. Unora
2019, kdy byla pevna sazba dané 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
zmeny sazeb byly doprovazeny jednomesicnim terminem
pro doprodej cigaret a Sestimésicnim terminem

pro doprodej tabaku ke koureni jako opatreni proti
predzasobeni.

S Ucinnosti od 1. kvétna 2017 novelizovany zakon zaved|
danovou kategorii pro bezdymné tabakoveé vyrobky, které
se nespotrebovavaji spalovanim (s vyjimkou shupavého

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, kterd byla dale zvysena
na 76,70 EUR na Tkg od 1. Unora 2019).

Regulace tabakovych vyrobku

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

Technologie, kterou jsme my a ostatni v poslednich
nékolika letech vyvinuli, umoznuje pfechod trhu

s tabdkem a nikotinem smérem k budoucnosti, kde

jsou cigarety nahrazeny méné skodlivymi, ale pritom
uspokojujicimi alternativami bez koure. V tomto kontextu
muze rozumna regulace bezdymnych tabakovych
vyrobkd, v kombinaci s U¢innym omezenim cigaret,
pomoci efektivnéji a rychleji resit skody zplsobené
kourenim nez tradi¢ni regulacni opatrent.

Regulac¢ni opatreni by mela nadale odrazovat lidi

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

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 7111
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.

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 1kg 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.

11 Zéakon ¢. 296/2016 Sb. z 12. fijna 2016 pozménujici zdkon ¢. 106/2004
Sb., o spotfebni dani z tabakovych vyrobkl

11 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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Smeérnice o tabakovych vyrobcich

Smérnice o tabakovych vyrobcich vstoupila v platnost
dne 19. kvétna 2014 napric zemeémi Evropskeé unie.

V Ceskeé republice byla Smérnice o tabakovych vyrobcich
transponovana prostifednictvim zdkona ¢.180/2016 Sb.,
ktery novelizuje zakon ¢. 110/1997 Sb., o potravinach

a tabakovych vyrobcich, a daldich souvisejicich zakonu,

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

Tato pravni Uprava zavedla pravidla tykajici se, mimo jing,
vyroby a prodeje tabakovych vyrobkd, jakoz i regulacni
ramec pro komercializaci elektronickych cigaret

a novych tabakovych vyrobkd. Kromé toho legislativa
obsahuje dalsi opatreni, jako jsou zveétSena kombinovana
zdravotni varovani pokryvajici 65% hlavnich stran
cigaretovych krabicek a tabaku k ru¢nimu baleni cigaret,
zprisnéné oznamovaci povinnosti, zakaz pouzivani
charakteristickych prichuti pfi vyrobe cigaret a tabaku

k rucnimu baleni cigaret, jinych nez mentolovych, stejné
jako novy soubor pozadavkd tykajicich se sledovatelnosti
a dohledatelnosti tabdkovych vyrobkl s cilem zvysit
Ucinnost prevence nelegaliniho obchodu. Mentolové
cigarety, véetné cigaret s mentolovymi kapslemi, mohou
byt v Ceské republice proddvany pouze do 20. kvétna
2020. Pozadavky na sledovatelnost a dohledatelnost
tabakovych vyrobkd nabyly Gcinnosti 20. kvétna 2019 pro
cigarety a tabak ke koufeni, pro ostatni tabakoveé vyrobky
nabydou Ucinnosti 20. kvétna 2024.

Evropska smérnice o tabakovych vyrobcich dale
reguluje elektronické cigarety jako spotrebni zboZi spise
nez jako lécive pripravky. Pokud elektronické 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.2, o vyrobé,
oznacovani a prodeji tabdkovych vyrobkd a souvisejicich
vyrobkd a zméné a doplnéni nékterych zakond.

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

Pozadavkl na sledovatelnost a dohledatelnost
tabakovych vyrobkd nabyly Gc¢innosti dne 20. kvétna 2019
pro cigarety a tabak ke koureni. Pro ostatni tabakové
vyrobky byla Uc¢innost stanovena na 20. kvétna 2024.

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, other than
menthol cigarettes, 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, are
allowed to be marketed in the Czech Republic until May
20, 2020 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 Coll2 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, are
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.

12 Zakon ¢. 89/2016 Sb. z 25. listopadu 2015, o vyrobé, oznacovani
a prodeji tabakovych vyrobkl a souvisejicich vyrobkl a zméné
a doplnéni nékterych zakonl

12 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.
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Smeérnice o jednorazovych plastech

Smeérnice o omezeni dopadu nekterych plastovych
vyrobkd na zivotni prostfedi 2019/904 (dale jen
,Smeérnice o jednordazovych plastech®) vstoupila

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

Ceskeé republiky a Slovenské republiky, jsou povinny
transponovat jeji ustanoveni do narodnich legislativ
béhem pristich dvou let tak, aby mohla nabyt d¢innosti
nejpozdeéji 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,
jakozZ i podporovat prechod k obéhovému hospodarstvi
pomoci inovativnich a udrzitelnych obchodnich modeld,
vyrobkd a materidld, a tim téz prispivat k uc¢innému
fungovani vnitiniho trhu.®

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

maji byt pozadavky na oznacovani, dale tzv. systémy
rozsirené odpovédnosti vyrobce a povinnost osvetovych
opatfeni (informovani spotrebiteld a podniceni
odpovedného spotrebitelského chovani za Ucelem
snizeni mnozstvi odhozenych odpadk(). Opatreni budou
zavadéna postupné v nékolika fazich. Systém rozsirené
odpovédnosti 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 spolec¢nosti Philip Morris CR a.s. a Philip Morris
Slovakia s.r.o. 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.

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 2n,
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

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.

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

13 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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Ocekavana hospodarska a financni situace

Hlavnim faktorem vyvoje v roce 2020 je pandemie
virové choroby COVID-19 a nouzova opatfeni, jejichz
cilem je zastaveni sireni této choroby. Tato opatreni
pravdépodobne vyusti ve vyznamné hospodarské
zpomaleni, mozna dokonce recesi a nasledny pokles
kupni sily obyvatelstva. V soucasné dobé nejsme schopni
odhadnout rozsah tohoto dopadu.

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
jevim, mezi které patfi prechod spotrebiteld k levnéjsim
znackam cigaret a jinym alternativam spotreby nikotinu
nebo zvysend mira nelegdlnich prodeju.

V roce 2020 dochazi ke zvyseni spotfebni dané

z tabakovych vyrobkd, které je vyrazné vyssi, nez
byly napriklad nardsty sazeb v letech 2016 az 2018.
Zohlednéni zvyseni spotrebni dané do prodejnich cen
muze vést k poklesu domaci poptavky po cigaretach,
nardstu preshrani¢nich nakupt ¢eskych spotrebiteld
v zemich s levnéjsimi cigaretami, k poklesu nakupt
zahraniénich turist’ v Ceské republice &i k nardistu
poptavky po nelegdlnich vyrobcich. Ministerstvo financi
navrhlo dalsi zvysovani sazeb spotrebni danée v letech
2021-2023.

Pokracujeme v implementaci planovanych iniciativ
zameérenych na zvyseni produktivity s cilem fidit své
naklady efektivné.

Expected economic and financial
situation

The main factor of the economic development in 2020
are the current COVID-19 pandemic and the emergency
measures to stop the spread of the disease.

The measures will likely result in an economic slowdown
or even recession with the purchasing power of the
population declining. At this point in time we cannot
predict the extent of the impact.

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 a 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.
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 Vyrocni zprave 2019. 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 Vyrocni zprave 2019.

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

» Pokracuje pokles spotfreby cigaret. Ddvodem tohoto
poklesu je rada faktor(, véetné zvySovani danf a cen,
vladni politika, klesajici spolecenskd akceptace koureni
a pokracujici vyskyt nelegalnich vyrobkd.

Cigarety jsou predmétem podstatného danového
zatizeni. Vyznamné zvyseni dani z cigaret mCze
nedmerne ovlivnit nasi ziskovost a ucinit nas meéne
konkurenceschopnymi ve srovnani s nékterymi
nasimi konkurenty. Lze oc¢ekavat, Ze zvysovani dani
bude mit i nadale negativni dopady na nase prodeje
cigaret z ddvodud poklesu jejich spotreby a z dGvodd
presunu prodejl z cigaret na jiné (levnéjsi) tabakové
vyrobky, z kategorii cigaret s prémiovou cenou

k cigaretdm s prdmérnou nebo nizkou cenou, kde
nejsme dostatecné zastoupeni, z mistnich prodejd

k preshrani¢nim prodejdm legalnich vyrobk{

s niz$i cenou nebo nelegalnich vyrobkd, jako jsou
pasované vyrobky, padélané vyrobky ¢i nelegalni
znackoveé cigarety.

« Celime intenzivnimu konkuren&nimu boji, a pokud
bychom v tomto konkurenénim boji neobstali, mélo
by to vyznamné dopady na nasi ziskovost a provozni
vysledky. Nasimi primarnimi nastroji v konkurencnim
boji jsou kvalita nasich vyrobk(, rozpoznani znacky,
vérnost znacce, chut, inovace, baleni, sluzby, marketing
a cena. Konkurenc¢ni boj, kterému jsme vystaveni,
probiha ve vsech aspektech naseho podnikani.
Konkurenéni prostredi a nase konkurencni pozice mize
byt vyznamné ovlivnéna spatnymi ekonomickymi
podminkami, erozi zdkaznické ddvéry, uvedenim
vyrobkd s nizsi cenou ¢i inovativnich vyrobkd nagimi
konkurenty, vyssi spotrebni dani z tabakovych vyrobkd,
vy$§Simi cenami a vétsimi rozdily mezi maloobchodnimi

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 2019
Annual 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
2019 Annual Report.

* The impact that the recent COVID-19 outbreak and
the emergency measures taken will have on our
business is uncertain. The extent to which this
pandemic impacts our business, operations and
financial results will depend on numerous evolving
factors that we may not be able to accurately predict,
including: the duration and scope of the pandemic;
governmental, business and individuals’ actions that
have been and continue to 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.

* 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
frorn 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
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cenovymi kategoriemi a produktovou regulaci, ktera
omezi moznosti diferenciace tabdkovych vyrobkd.

Nemusime byt schopni predvidat zmény

spotrebitelskych preferenci nebo reagovat

na spotrebitelské chovani ovlivnené potencialnimi

ekonomickymi poklesy. Nase podnikani v oblasti tabaku

je vystaveno zmeénam 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 rozsirovat 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 uvadet na trh vyrobky

s potencidlem snizeného rizika, nebo regulace anebo
zdanéni, které neodliSuje takové vyrobky od cigaret,
nase neschopnost Uspésne uvadet na trh nove vyrobky,
nase neschopnost Uspésné podporovat nase znacky
nebo nase neschopnost budovat strategické obchodni
vztahy. Budouci vysledky jsou také predmétem nizsi
predpovéditelnosti vykonnosti kategorie vyrobki

s potencialem snizeného rizika.

Nase ziskovost, a tudiz i vyse vyplaty dividend,

souvisi s tim, Ze vystupujeme jednak v roli distributora
nesouciho plna rizika spojend s komercializaci
tabakovych vyrobkd ur¢enych ke koureni a jednak

v roli distributora s omezenym rizikem spojenym

s komercializaci vyrobk( se snizenym rizikem. Nase
odména za komercializaci vyrobkld se snizenym

rizikem je zalozena na marzi z vynosl z prodeje. Jako
distributor s omezenym rizikem nejsme vlastnikem prav
dusevniho vlastnictvi k vyrobkim 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.
Tudiz pokud se nezmeni stavajici trend spotrebitelskych
preferenci ve vztahu k vyrobkidm se snizenym rizikem

a pokles objemU prodeje tabakovych vyrobkd ur¢enych
ke koureni bude zrychlovat, v dlouhodobém horizontu
neocekavame, ze pokles zisku z prodeje portfolia
tabakovych vyrobkd urcenych ke koureni bude
kompenzovan zvysenim zisku zpdsobenym narlstem
prodejd vyrobkd se snizenym rizikem.

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.

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
iNncreases.

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.
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e Ztracime prijmy vlivem padélani, pasovani
a preshrani¢nich nakupd. Na mezindrodnim trhu
se prodavaji velkd mnozstvi padélanych cigaret.
Domnivame se, ze Marlboro je globalné nejvice
padélanou znackou cigaret, ackoliv nedokdzeme
kvantifikovat ztraty prijma kvali tomuto padélani. Nase
prijmy jsou rovnéz zmensovany pasovanim a legalnimi
preshranicnimi nakupy.

» Nase schopnost zvysit ziskovost mlze byt omezena,
pokud se ndm nepodari uvést nové vyrobky nebo zvysit
marze prostrednictvim vyssich cen a vylepseni naseho
zastoupeni znacek. RUst zisku se mize zhorsit, pokud
nebudeme schopni Uspésne uveést na trh noveé vyrobky,
zvysit jejich ceny ¢&i zvysit podil prodejd vyrobkd
s vysSSi marzi.

* NasSe schopnost realizovat strategii ziskani a udrzeni
nejlepsich talentd mize byt ohrozena klesajici
spolecenskou prijatelnosti koureni cigaret. Tabdkovy
pramysl souperi o talenty s odvétvimi spotrebnich
vyrobkd a ostatnimi spolec¢nostmi, jejichz podnikani
se tési vyssi spolec¢enské akceptaci. Dlsledkem ¢ehoz
nemusime byt schopni prinést do spolec¢nosti a udrzet
nejtalentovangjsi zameéstnance.

Selhdni funkénosti nasich informacnich systémd nebo
jejich infiltrace externimi stranami se zameérem poskodit
je, mlze mit za nasledek naruseni podnikatelské
¢innosti, soudni spory a regulatorni opatreni, ztratu
prijmu, majetku ¢i osobnich nebo dalsich citlivych dat.
Informacni systémy pouzivdme k rizeni podnikovych
(obchodnich) procesl, shromazdovani a interpretaci
obchodnich dat, interni a externi komunikaci se
zameéstnanci, dodavateli, zakazniky atd. Nékteré z nami
pouzivanych informacnich systémd jsou spravovany
tretimi stranami. Médme zalozni systémy a plany
kontinuity své obchodni ¢innosti, dbame na ochranu
svych systémd a dat pred neopravnénym pristupem.
Nicméné selhani funkcnosti nasich systém( nebo

jejich infiltrace externimi stranami, se zameérem ziskat
Ci poskodit informace nebo jinak narusit podnikové
(obchodni) procesy, by nas mohlo v konkurenc¢nim
prostfedi znevyhodnit, vést ke ztraté prijmd, majetku ci
osobnich nebo dalsich citlivych dat, soudnim spordim

a regulatornim opatrenim, zplsobit poskozeni nasi
reputace a reputace nasich znacek, a vyustit v potrebu
vyznamnych naprav a k dalsim nakladm. Selhani pfi
ochrané osobnich Udajd a nerespektovani prav subjektu
udajl by nds mohlo vystavit znacnym pokutam dle
predpist EU, napt. dle Obecného nafizeni o ochrané
osobnich udajd (GDPR).

* 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.

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.
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Udrzitelnost a spolec¢enska odpovédnost

Udrzitelnost pro nas znamena vytvareni dlouhodobé
hodnoty pri minimalizaci negativnich externalit spojenych
s nasimi produkty, vyrobnim zavodem 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 vyrobk( bez koure, které dospélym kurakim
prindseji pozitek a maji potenciadl vyrazné snizit zdravotni
rizika ve srovnani s koufenim. 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
transformace naseho podnikani jako celku, neopomijime
ani dalsi pilife - rizeni provozni vykonnosti, fizeni oblasti
sociadlniho 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 Slovenské republika.
Jsme rovnéz drzitelem prestizni certifikace tzv. platové
rovnosti EQUAL-SALARY, kterou udéluje Svycarska
Nadace EQUAL-SALARY ve spoluprdci s Zenevskou
univerzitou a poradenskou spolec¢nosti PwC, jako
nezavislé potvrzeni rovného odménovani muzl a zen
na stejnych pracovnich pozicich. V kvétnu 2019 se Philip
Morris CR a.s. stala signatafem Charty diverzity (Philip
Morris Slovakia s.r.o. je signatafem uz od roku 2017).
Spolec¢né s dalsSimi zapojenymi firmami se zavazujeme
rozvijet vSeobecné tolerantni pracovni prostredi bez
ohledu na vék, vyznani, pohlavi, sexualni orientaci Ci
zdravotni stav.

Kromeé toho podporujeme vymahani dodrzovani
pravnich predpis, které stanovuji minimalni vék pro
prodej tabdkovych 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

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

v pristupu 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 nazvem Youth Access Prevention (Prevence pristupu
mladeze k tabakovym/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 zaméstnancl prodejnich
mist ¢i o zfetelné oznaceni zdkazu prodeje tabakovych
a nikotinovych vyrobkd mladistvym. Cilem je rovnéz
poskytnout personalu prodejen tipy, jak odmitnout
prodej tabakovych a nikotinovych vyrobk( mladistvym

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
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.

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

30



REPORT OF THE BOARD OF DIRECTORS

a prostrednictvim nalepky na vchodu do prodejny
poskytnout informaci mladistvym, Ze s nakupem v této
prodejné nepochodi. V PMI jsme totiz presvédceni, ze
tabakové ani nikotinové vyrobky do rukou mladistvych
nepatfi a tomuto presvédceni jsme pri svych

aktivitach verni.

Spole¢nost Philip Morris CR a.s. vice nez 28 let
vyznamné 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 svéteé. V roce 2019 jsme pokracovali
ve spoluprdci napfiklad s La Strada Ceska republika,
kterd je jedinou organizaci v CR, kterd systematicky

fesi problematiku obchodovani s lidmi a vykofistovani.
Dlouhodoba spoluprace pokracovala i s vyznamnymi
charitativnimi organizacemi v Ceské republice, jako je
Nadacni fond Slunce pro vsechny, a s nejvetsi platformou
pro odpovédné podnikani v Ceské republice - Byznys
pro spolec¢nost. Spolupracujeme s Nadaci Charty 77,
kterd se zaméruje na podporu Sirokého okruhu projektd.
Podporujeme rovnez komunitni projekty zacilené primo
na oblast nasi pUsobnosti, tedy region Kutnohorsko.

Na Slovensku se nase charitativni aktivity zameérovaly

na oblast ekonomického rozvoje a posileni postaveni
zen. V roce 2019 Philip Morris Slovakia s.r.o. usporadala
sbirku Satstva pro znevyhodnéné spoluobcany z celého
Slovenska a zapojila se do dobrovolnického programu
,Nase mesto”, organizovaného Nadaci Pontis. Spole¢nost
také podpotila nékolik organizaci z rdznych regiond
Slovenska, které bojuji proti domacimu nasili a podporujf
mladez z etnickych mensin i dalsich znevyhodnénych
oblasti. Philip Morris Slovakia s.r.o. i nadale podporovala
komunity, zejména handicapovanych lidi a osob

bez domova.

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

Dalsi nefinancni informace budou obsazeny v samostatné
zpraveé Sustainability Report (Zprava o udrzitelnosti)
spolec¢nosti Philip Morris International Inc., kterd bude
zverejnéna nejpozdéji do 30. cervna 2020 a bezplatne
pristupna na internetové strance www.pmi.com.

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.

More than 28 years, Philip Morris CR a.s. contributes
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 2019, in the area of empowering women
we continued our cooperation 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 Kutna Hora Region.

In Slovakia, our charitable activities were focused

on the areas of economic development and empowering
women. In the first half of 2019, Philip Morris

Slovakia s.r.o. organized a collection of clothes for
disadvantaged people across Slovakia and participated
in the volunteering program “Our City” organized

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

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 will be included

in the separate Sustainability Report of Philip Morris
International Inc., which will be published no later than
on June 30, 2020 and accessible at www.pmi.com.
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Vyhledova sdéleni a jind upozornéni

Je mozné, ze nejriznéjsi dokumenty vyhotovené Philip
Morris CR a.s., jako jsou napfiklad dokumenty predlozené
Ceské narodni bance ¢&i jinym statnim orgdndm nebo
zpravy akciondram, 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",
Sumysly” projekty”, cile”, ,zamery“ nebo jinymi slovy
podobného vyznamu. Pro tato vyjadreni je rovnéz
charakteristické, Ze se nevztahuji vylu¢né na historické
nebo soucasné skutecnosti.

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

Prohlasujeme, Zze podle naseho nejlepsiho védomi podava
Vyroc¢ni zprava 2019 a konsolidovana Vyroc¢ni zprava 2019
verny a poctivy obraz o finanéni situaci, podnikatelské
cinnosti a vysledcich hospodareni spole¢nosti Philip
Morris CR a.s. a jejiho konsolida&niho celku za uplynulé
Ucetni obdobi a o vyhlidkach budouciho vyvoje finanéni
situace, podnikatelské ¢innosti a vysledkd hospodafeni.

V Kutné Hore dne 23. brezna 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

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 2019
Annual Report and the 2019 consolidated Annual
Report gives a true and fair view of the financial
situation, business activities and economic results

of Philip Morris CR a.s. and its consolidated group for
the last accounting period, and prospects for the future
development of its financial position, business activities
and economic results.

In Kutna Hora on March 23, 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.

32



