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Managements Statement 

The Exec.utIve and Supervlsory Boards have today consIdered and adopted the Annua! Report of Phillip Morris ApS for the financial year 1 
January — 31 December 2015. 

The Annuet Report is prepared in a ccordance with the Danish Financial Statements Act. 

In our opinion. the Financial Statements give a true and fair view of the financlai position at 31 December 2015 of the Company and of the 
resub of the Company operations for 2015. 

In our opinion. Managements Review includes a true and fair account of the matters eddressed in the Review. 

Wc recommend that the Annual Report be adopted at the Annuar General Meeting. 

Copenhagen, 31 May2016 

Exacutive Board 

Filippo Tilla 

Suporvisory Board 

    

   

-444 
Filip o Torella 

Country Management 
Alberto Bemardi 

Chairman 

  

1 of 16 



Independent Auditor's Report 

TO the.SharehOlder of Philip Morris ApS 

Report on the Financial Statements 
We have audited the Financial Statements of Philip Morris ApS for the financial year 1 Januery —31 December 2015, which 

comphse income statement, balance sheet, statement of changes in equity, notes and summary of sig nificant accounting 

policies. The Financial Statements are prepared b accordance with the Danish Financial Statements Act. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation of Financial Statements that give a true and fair view under Danish Financial 

Statements Act, and for such internat control as Management determines is necessary to enable the preparation of Financial 

Statements that are free from materiel misstatement, whether due to fra ud or error 

Auditor's Responsibility 
Our responsibility is to express an opinion on the Financial Statements based on our audit. We conducted our audit in 

accordance with International Standards on Auditing and additional requirements under Danish audit regulation. This 

requires that vve comply with ethical requirements and plan and perform the audit to obtain reasonabie assurance whether 

the Financial Statements are free from materiel misstatement. 

An audit involves performing audit procedures to obtain audit evidence about the amounts and disclosures in the Financial 

Statements. The procedures selected depend on the auditor's judgment, including the assessment af the risks of materiel 

misstatement of the Financial Statements, whether due to fraud er error. In making those risk assessments, the auditor 

considers internat control relevant to the Company's preparation of Financial Statements that give a true and fair view in 

arder to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an oPinion — 

en the effectiveness of the Company's intemal control. An audit also includes evaluating the appropriateness of accounting 

policies used and the reasonableness of accounting estimates made by Management, as well as evaluating the overall 

presentation of the Financial Statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion 

Our audit has not resulted in any qualification 

Opinion 
In our opinion, the Financial Statements give a true and fair view of the financial position of the Company at 31 December 

2015 and of the results of the Company operations for the financial year 1 January - 31 December 2015 in accordance with 

the Danish Financial Statements Act. 

Statement on Management's Review 

We have read Management's Review in accordance with the Danish Financial Statements Act. We have not performed any 

procedures additional to the audit of the Financial Statements. On this basis, in our opinion, the information provided in 

Management's Review is in accordance with the Financial Statements. 

Copenhagen, 3 //, is' 2016 

PricewaterhouseCoopers 
Statsautseret Rj.ionspartnerselskab 
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Over a 5-year period, the Companys development could be described by the following key financial figures and ratios: 

Key financial figures 

Income statement 

2015 2014 2013 2012 
DKK'000 DKK'000 DKK'000 DKK'000 

Revenue 1.442.970 1.396.165 1.242.238 1.307.381 

Gross profit 39,662 40.050 40.173 42.782 

Profit before financial income and expenses 9.048 10.202 12.038 13.795 

Financial net result 269 -283 -231 -1.220 

Net profit for the year 7.084 7.412 8.616 9.184 

Balance sheet 

Investment in property, plant and equipment 352 170 144 888 

Balance sheet total 320.407 258.463 226.151 230.967 

Equity 8.339 72.255 64.843 56.228 

Number of employees 39 44 43 45 

Key ratios (%) 

Gross margin 3% 3% 3% 3% 

Operating margin 0,6% 0,7% 1,0% 1% 

Rate of return 3% 4% 5% 6% 

Solidity 3% 28% 29% 24% 

Return on equity 18% 11% 14% 18% 

For definitions of key ratios, refer to accounting principles. 
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Main actIvity 

The Company's main actMity during the financial year was buying and selling of the lobacco products of Philip Morris International 

Inc„ en the Danish martet, 

Development in the financial year 

The result for 2015 is consistent with the expected development, referring to the published annua; report for 2014. 

In 2015, the net turnover amounted to 1442,970 mio DKK increase of 3.35% compared to 2014. Philip Morris ApS decreased in 

share of martet from 19.3% in 2014 to 16.9% in 2015 The decrease of 2.4ppt was primarily driven by 

a de-loading effect in 2014 following competition trade loading in December 2013. Profit for the year efter fax is 

7,084 mio DKK compared to 7,412 mio DKK in 2014. The balance sheet total is 320,407 mio DKK et which equity constitutes 8,339 

mio DKK. 

Statutory report on corporate ociaI responslbillty, referring to the Danish Financial Statements Act, 

section 99a 

Philip Morris International, the ultimate parent company of Philip Mords ApS. contrIbutes to charitable, nonprofit organisations 

around the world The aim is to mate a critical and positive difference In local communitles where Philip Morris does business and 

where employees live and work. Philip Morris International foceses giving in live defined areas: hunger and extreme poverty; 

education; environmenfal sustainability and living condttions In rural communtties; disaster relief; and domestic violence. 

For further information an the Company's Social Responsibility policies, how the Company turns the pandes into action as well as 

the Company's assessrnent of what has been achieved as a result of the work and eventuel expectations to the tuture work in ens 

area, please refer to: http://investors.pmi.com/phoenix.zhtml?c=1464766p=irol-reportsannual  

Regulatory information regardin g the underpresentet gender, referrIng to the Danish Financial Statements Act, section 

99b 

The ~any -}s -eernentned- 4e •continue- werkrng- -.towards ,,and -rnaintaining=euual,opporhiritir<  lor_women _and, men. „ai, alt 

management levels. The Company encourages talented male and female employees to pursue a career in the company. The 

Company's top Management Level, the Board of Directors, is appointed by the sole shareholder. The Company's Board of 

Directors will encourage the sole shareholder to take gender diversity into conskleration if possible when appointing the Board of 

Directors in order to achieve the share of the minority gender to be at 39%. This targert was not echieved (tue to the faet that there 

was no board changes in 2015 The Company gender equality target in 2015 of 22% of female was exceeded and amounted at 

23%. 2016 target is set at 22% and 2017 target is set at 25%, lang term obJective is to reach 40% of female within the organisation 

in the next 10 years. Targets were set in the spirit of 'Diversity and Inclusion' program which is a global PMI initiative. 

The EcrmTrarry-recialarty dorn:kants empfoyee serveys- and- employee.. development- intepeiews-4e- ideratfy -ba er-s. — sir  the prarreptirsn  

el barders - prevenling equal opportunities for men and women. The Company runs a yearly Employee Opinion survey; 

participation rate was 100% in 2015, 2 main indexes measured are: Employee Engagement which reached 94% in 2015 and 

Supervisor at 79% in 2015 - both results reflects the true team spirit in the affiliate. Thora was a robust action put In place and 

developed in collaboration with the andre organisation. 

Events atter the balance sheet date 

No important events have occurred atter the closing of the financial year. There øre no signtficant legal matters to report for Philip 

Morris ApS for the financial year 01 2015. 

Targets and expestations for the year ahead 

Although we forecast further decline of the total cigarette market, we expect the profitability remains at the same level as tri 

previous ye ars 
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Accounting Principles 

The Annual Report of Philip Morris ApS has been prepared accordance with the provistorts-of the Danish Financial 

Statements Aci applying to large enterprises of reporting class C The accounting principles are unchanged compared to 

prior year. 

Recognition and measurement 
Revenues are recognised in the income statement as earned based on the following criteria: 

• A binding agreement on sale or service income has been made 

• Delivery has taken place before the end of the financial year 

• The sales price has been deterrnined 

• Payment has been received at the time of the sale or may with reasonable certainty be expected to be received 

Recognition and measurement take into account predictable losses and risks occuring before the presentation of the Annua, 

Report, which confirrn or invalidates affairs and conditions existing at the balance sheet date. Danish crovvn (DKK) is used as 

the measurement currency. All other currencies are regarded as foreign currencies. 

Translation policies 
Transactions in loreign currencies are translated during the year at the exchange rates at the dates of transaction. 

Receivables, payables and other monetary items in foreign currency are in the balance sheet translated at the exchange rate 

as at the balance sheet date. Gains and losses arising due to differences between the transaction date rates and the rates at 

the dates of payment are recognised in financial income and expenses in the income statement. 

Corporation tax and deferred fax 

-T-asc-rorttre yearc6ns-Nrf currVIrta-g-fertt% ge-arand deferred 	fax fbTt 	wy i.Titelax 	attubutairte-to 	the pi ofit fur tfw ye 	 

is recognised in the income statement, whereas the tax attributable to equity entries is recognised directly in equity. Any 

share of the tax reported in the income statement arising from profit/loss on extraordinary activities for the year is attributed 

to such activities, whereas the remaining share is attributed to profit/loss on ordinary activities for the year, Current tax 

liabilities and current tax reivable are recognised in debt or, in the event of overpayment of tax on account, fri receivables. 

Deferred tax is measured under the balance sheet liability method in respect of all temporary differences between the 

cafrying amount and the tax base of assets and liabilities. Deferred tax assets are measured at the value at which the asset 

is expected to be realised, either by elimination in tax on future earnings or by set-off against deferred lex liabilities. 
+ • -- -----.- •- 	 . 

Income Statement 

Revenue 

Revenue from the sale of goods for resale is recognised in the income statement provided that delivery and transfer of risk 

have been made to the purchaser by year end Revenue is recognised including tobacco duty, exclusive of VAT and net of 

discounts relating to sales. 

Cost of goods sold 

Cost of goods sold comprises the consumption of goods for resale and tobacoo duty stampe used to achieve revenue for the 

year. 

Other external expenses 

Other external expenses include sales expenses, advertising, premises and office suoplies, etc, 

Staff expenses 

Staff expenses include expenses for wages and salaries and other wage related expenses. 
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Accounting Principles 

Depreciation and impairment losses 

Depreciation and impairment losses comprise depreciation and impairment of property, plant and equipment. 

Other operating Income and expenses 

Other operating income and other operating expenses comprise items of secondary nature the core activities of the 

enterprise, including gain and losses on the sale of property, plant and equipment. 

Financial income and expenses 

Financial income and expenses comprise interest, realised and unrealised exchange adjustments and surcharges 

allowances under the tax on acccunt scheme. 

tilalance Sheet 

Property, plant and equipment 

Property, plant and equipment are measured al coat less accurnulated depreciation and less any accumulated impairment 

losses. Cosi comprises the coat of acquisition and expenses directly related to the acquisition up until the time when the 

asset is ready for use. Depreciation based on cost reduced by any residual value is calculated on a straight-line basis over 

the expected usefu I lives of the assets, vvhich are: Fixtures, fittings and equipment: 3 - 5 years 

Inventories 

Inventories consist of tobacco products and tobacco duty stamps, Inventories are measured at the lower of coat and net 

realizable value. 

Receivables 

Receivables are measured in the balance sheet at the lower of amortised coat and net realisable value, which corresponds to 

nominal value less provisions for bad debis. 

Equlty 

Dividend is recognised as a liability at the lime of adoption at the Annua! General Meeting. Dividend expected to be 

distributed for the year is disclosed as a separate equity item. 

Cash flow statement 

The Company's cash flows are included in the consolidated annual report of Phillip Morris International Inc., 120 Park 

Avenue, New York, NY 10017-5592, USA. Cash flow statement is therefore not presented in the Company's annua! report. 

Key ratios 

Gross margin = Gross profil 100 / Revenue 

Operating margin = Profil before financial income and expenses 100/ Revenue 

Rate of return = Profit before financial income and expenses 100/ Balance total 

Solidity Equity ' 100 / Balance total Return on equity = Net profit " 100 (Average equity 

, 
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Income statement Note 2015 2014 
(mio DKK) DKK DKK 

Revenue I 1,442,969,922 1,396,165,488 

Other operating income 1,489,054 1,612,098 

Cost of goods sold 1,339,347,321 1,300,011,219 

Other external expenses 65,449,261 57,716,111 

Gross profit 39,662,394 40,050,256 

Staff expenses 2 30,336,183 29,509,594 

Depreciation 3 277,911 338,602 

Profit before financial income and expenses 9,048,300 10,202,060 

Financial home 4 781,066 130,412 

Financial expenses 5 511,855 413,529 

Profit before tax 9,317,511 9,918,943 

Corporation tax 6 2,233,551 2,507,029 

Net profit for the year 7,083,960 7,411,914 
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Note 2015 2014 
(mio DKK) DKK DKK 

Distribution of profit for the year 

Proposed distribution of profit 6,500,000 71,000,000 

Transferred to retained eamings 583,660 -63,588,086 

7,083,960 7,411,914 
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Assets Note 2015 2014 
(mio DKK) DKK DKK 

Fbctures, fittings and equfpment 7 307,112 251,078 

Leasehold improvements 7 311,873 293,332 

Property, plant and equipment 618,986 544,410 

Deposfts 720,317 691,088 

Fixed asset investments 720,317 691,088 

Fixed assets 1,339,302 1,235,498 

Inventories 202,254,037 128,173,999 

Trade recelvables 114,742,732 123,481,072 

Receivables from group companies 602,343 440,928 

Receivables, other 534,424 4,611,451 

Deferred tax asset 9 89,481 129,878 

Prepayments 10 796,096 358,224 

Receivabies 116,765,076 129,021,553 

Cash and cash aquivalents 48,706 31,697 

Current assets 319,067,819 257,227,249 

Total assets 320,407,121 258,462,747 

10 of 16 



Lianiiities, provisions and equity Note 2016 2014 
(mio DKK) DKK DKK 

Share capital 125,000 125,000 

Retained eamings 1,714,086 1,130,126 

Proposed dividend for the year 6,500,000 71,000,000 

Equity 8,339,086 72,255,126 

Trade payables 147,872,879 99,932,970 

Debt to group enterprises 124,820,292 45,519,810 

Corporation tax llabiHties 0 10,350 

Payables, other 11 39,374,864 40,744,491 

Short-term debt 312,068,035 186,207,621 

Debt 312,068,035 186,207,621 

Total liabilities, provisions and equity 320,407,121 258,462,747 

Contractual obligations 12 

Other dfsdosures 13-15 
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Statement of changes In equity 2015 
(mio DKK) 

Share 
capital 

Retained 
eamings 

Proposed dividend 
for the year Total 

DKK DKK DKK DKK 

Equity at 1 January 2015 125,000 1,130,126 71,000,000 72,255,126 

Net profit for the year 0 583,960 0 583,960 
0 

Paid dividend 0 0 -71,000,000 -71,000,000 

Proposed dividend for the year 0 0 6,500,000 6,500,000 

Equity at 31 December 2015 125,000 1,714,086 6,500,000 8,339,086 

The share capital consists of 125 shares of a nominal value of DKK 1,000. No shares carry any special rights. 

No changes has occured in the share capital since the foundation. 

Statement of changes in equity 2014 	Share 	Retained 	Proposed dividend 
capital 	eamings 	for the year 	Total 

DKK DKK DKK DKK 

Equity at 1 January 2014 125,000 64,718,212 0 64,843,212 

Net profit for the year 0 -53,588,086 0 -63,588,086 

Proposed dividend for the year 0 0 71,000,000 71,000,000 

Equity at 31 December 2014 125,000 1,130,126 71,000,000 72,255,126 

The share capital consists of 125 shares of a nominal value of DKK 1,000. No shares carry any special rights. 

No changes has occured in the share capital since the foundation. 
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I Revenue 

The Company's activities consist solely of purchase and sale of Philip Morris International tobacco products on the 
Danish market. 

2 	Staff expenses 2015 2014 
DKK DKK 

Staff expenses amount to the following: 

Wages and salaries 26293,568 25,647,566 

Pensions 2209,291 2,173,625 

Other employee benefits 1,833,324 1,688,403 

30,336,183 29,509,594 

Average number of employees 39 

Information about remuneration to the ExecutIve Board has been omitted referring to 
the Danish Financial Statements Act, section 98b 

3 	Depreclation 

Depteclation Is speclfied as follows: 

Depreciation for the year 277,911 338,602 

277,911 338,602 

4 	Financial income 

Financial income is specified as follows: 

Interest income 582,532 3,974 

Exchange adjustments 198,534 126,438 

781,066 130,412 

5 	Financial expenses 

Financial expenses are specified as follows: 

lnterest «pensas group companies 78,628 90,117 

Exchange adjustrnents 402,592 215,555 

Other financial expenses 30,635 107,857 

611,855 413,529 
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6 	Corporation tax 2015 2014 
DKK DKK 

The corporation tax expensed is specilled as follows: 

Current tax for the year 2,189,576 2520,322 

Deferred tax for the year 36,590 -15,943 

Effect of decrease of tam percentage 3,808 2,651 

Tax adjustments regarding previous years 3,577 0 

Tex en profit for the year 2,233,651 2,507,029 

Tax an profit for the year is calculated as follows: 

Tax an profit for the year 2.189,616 2,430,141 

Tax effect of non deductibte cost 35,057 74,556 

Tax adjus-tments regarding deferred tax previous years 5,302 2,332 

Tax adjustments regarding previous years 3,577 0 

2,233,551 2,507,029 

7 	Property, plant and equipment 

inves-trnents in and depreciation of langible assets are spectfied as follows: 

Fixtures, fittings and equipment Leasehold improvements 

Coat at 1 January 2015 3,189,802 501,903 

Additions 232,098 120,388 

DIsposals 14,805 0 

Cost at 31 December 2016 3,407,095 622,291 

Depreciatlon at I January 2015 2,938,724 208,571 

Depreciatio n 176,064 101,847 

Disposals 14,805 0 

Deprec/ation at 31 December 2016 3,099,983 310,418 

Carrylng amount at 31 December 2016 307,112 311,873 
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8 	Deposita 2015 2014 
DKK DKK 

Cost at 1 January 691,088 688,817 

Additions 29,229 2,271 

Cost at 31 December 720,317 691,088 

9 	Deferred tax asset I provision for deferred tax 

Deferred tax asset is specified as follows: 

Tangible assets 89,233 113,754 

Accrued expenses 248 16,124 

89,481 129,878 

10 Prepayments 

Prepayments consist of prepaid expenses for rent, insurance and agreement fess. 

11 	Payables, other 

Payables, other are specified as follows: 

Accrued holiday pay 4,525,269 4,211,969 

VAT payable 34,849,595 36,532,522 

39,374,864 40,744,491 

12 Contractual obligations 

The Company has assumed rent and lease obligations which at the balance sheet date total: 
2015 

Within 1 year 2,470,000 

between 1-5 years: 955,000 

Total contractual obligations 3,425,000 
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13 Group matters 

The company's share capital of DKK 125,000 is wholly owned by Philip Morris S.A., Switzerland. 

Philip Morris International Inc. is the only parent company which propares consolidated financial statements En which 
Philip Morris ApS is included as a subsidiary. 

The consolidated financial statements of Philip Morris International Inc. can be obtained at the following address: 

Philip Morris International Inc., 120 Park Avenue, New York, NY 10017-5592, USA 

14 Related parties 

Philip Morris International Inc., USA is the ultimate parent company controlling interest in the Company. 

Transactions 

The main activity of the Company is the buying and selling of the tobacco products of Philip Morris International Inc. 
Purchase of tobacco products is done entirely within the Group. The purchase price is based on arm's length basis. 

The Company purchases some administrative services from group companies. The purchase price is based en arm's 
length basis. 

During the year, the Company has had payables to group companies. The total net payables amounts to kDKK 124 803 
at year-end and carry interest based on arm's length basis. 

15 Audit fee 	 2015 	2014  
DKK 	 DKK 

Total fee 	 396,837 	 229,995 

Whereof audit 	 230,000 	 203,000 
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