











led by the Karelia Slims, Karelia Blue, American
Legend, and George Karelias and Sons families.
In addition to being launched in Albania, Omé
was launched in Serbia, Bosnia, and Montenegro,
where Karelia Slims Party also made its debut.
Our sales decreased slightly in Kosovo.

Our volumes in our Eastern
European markets, with the exception
of Georgia where we experienced an excellent
double-digit growth, declined, as consumers
down traded to cheaper products after prices
were raised to follow excise tax increases and
rapid local currency devaluations. Despite lower
volumes in Ukraine and Armenia, we moved
forward with the launch of the Omé super slims

range as well as Karelia Slims Party. With regard

10 Russia, we took steps to strengthen our Duty

free presence, and are working to establish a new
business agreement for the development of our

brands in the domestic market. Our volumes in
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Moldavia, despite tax increases, showed signs of

recovery in the last months of the year, helping us

in effect to achieve the same volumes as in 2008,

Our performance in Turkish Duty Free was
especially encouraging as volumes increased by
more than 50% with our market share growing in
most major airport, border and seaport outlets. To
strengthen our presence even more, we launched
Omé and signed agreements for the introduction
of our brands in the very important ship chandling

sector.

In the Middle East and Persian Gulf
regions, we continued to experience mixed
results. In Israel, we began a new cooperation
with the country's largest duty free operator,
while in the Lebanese duty free market our sales

increased as several brands were launched. Sales

were disappointing in the domestic markets of
Kuwait and UAE, partially offset by strong gains

in their respective duty free markets.

Our business in Africa suffered as a
result of unfavorable business conditions. In
Egypt, we saw our shipments declined in the duty
free sector, something that was slightly offset
by a welcome increase in the domestic excise
market. In Western African markets, despite lower
than expected sales in the first six months of
2008, we took steps to improve our margins by
adjusting prices and lowering freight costs. Our
sales improved considerably in the second half

of the year.

In our Far East markets, our brands
enjoyed double-digit growth. The George Karelias

and Sons brand family was introduced and
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instantly accepted by consumers, enjoying
rapid growth at duty free outlets at Hong
Kong and Macau International Airports, as
well as key Hong Kong/China duty free
border points. In addition, Karelia brands
registered a volume increase in the South

Korean duty free market.

During the year we took some initial steps

to broaden our international activities in

hand rolling tobacco sector. We are very
satisfied with the initial results and plan
10 strengthen our efforts during 2010, by
introducing George Karelias and Sons HRT

to more international markets.
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anufacturing

Our investment program continued uninterrupted in 2009. We remained

focused on increasing efficiency and defending profitability to maintain

sustainable growth. In line with our strong commitment to brand

innovation, we also concentrated our efforts on developing brands in

new segments to help position the Company for future success.

We completed an annual investment program

valued at nearly 2 million Euros, in-line with our

objectives to continue delivering long-term value

for our shareholders:

€ We completed the installation of a second
Superslims packing group with a top packing

speed of 300 packs per minute.

@ Our Research & Development department

became ISO-certified (17025) for the cigarette

smoking analysis process.

In 2010, our investment program will
continue unabated despite the recession. We
firmly believe it is strategically imperative to
engage in the constant modernization of our
production processes in order to defend the
competitiveness and quality of our brands.
Consequently, we have commissioned upgrades
that will include the cigarette making and
packing departments and the transfer of
materials to our production and storage areas,
as we step up our efforts to achieve an even

higher level of productivity.

More specifically, for 2010, we have planned a
new investment program with an approximate
value of 4.8 million Euros. This will consist of the
upgrade of our Shoulder Box production lines
to further reduce costs, and the installation of
new high-speed cigarette maker and packing

machines, as well as a new cigarette reservoir,



Y
SN A T, T . ¥ :'L--'L v

f,f’,f

Ll

Our people are the key to providing us with the
standard of excellence necessary to maintain
our longstanding reputation. We work to attract,
develop and retain high quality employees that
take the initiative to effectively pursue our
Mission, while demonstrating our core values
-people who want to be rewarded for both their

results and for their methods of achievement.

For this reason, our continuous training seminars
are designed to guide our employeesin developing
and applying the skills that contribute value to
our products and deliver the principal attributes
of Karelia brands: Unmatched quality, innovation,

and originality.
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Although our subsidiary, Meridian S.A., one of Greece’s leading

companies in the ship chandling industry, encountered a difficult

operating climate in 2009, we are pleased to report that the Company

turned in a positive performance.

Meridian displayed considerable resilience and
flexibility as it managed to increase its sales
turnover and record a net profit for the first
time in a number of years, especially considering

the effects of the global economic recession

and problems in Piraeus port last year. New
growth opportunities were also limited and the
sector continued to be impacted by intense price

competition and restrictions.

ITis no coincidence that the Greek ship chandling
industry continued to suffer from decreased
commercial vessel activity in 2009, The main
causes for this were twofold: first, the global
recession and, second, the strikes in the port
of Piraeus due to the privatization of the port's
container terminal (S.E.B.0.). Moreover, the global
recession brought about a more severe problem,
namely the cancellation of freight contracts,
which resulted in less ships docking in the port,

and in intensified price competition.

In the face of these adverse market conditions,

Meridian set its sights on a strategy aimed at



maintaining its sales levels. In fact, not only did

the Company manage to achieve this goal, but
it also increased sales through a broader client

base and an even higher level of service.

A well-executed strategy of providing high
quality services and products with optimal prices
enabled Meridian to increase its business flow
in the face of the overall market contraction.
As a result, Meridian’s sales turnover amounted
to 2.55 million Euros in 2008, compared to
2.48 million Euros in 2008 -an increase of 3%.

Meridian's net profit amounted to 47,110 Euros

Meridian

compared to net losses of (75,623) Euros in

2008 (International Reporting Standards).

The year 2010 is projected to be another difficult
operating period, yet one thing is for certain: The
Meridian name has become well established, with
a reputation for strong customer satisfaction
and competitive prices. The Karelia Group's
international prestige and sound financial
standing continue to confirm Meridian as an ideal

partner for its customers.
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KARELIA TOBACCO COMPANY INC.

Registration Number 101/4/06/B/86/126 - VAT Number 094007351

Balance-sheet (I)

(Amounts in thousand Euros)

PROPERTY ASSETS
Non-circulating property assets
Intangible assets

Fixed assets

Investments in subsidiaries

Other financial property assets

Circulating property assets
Inventories

Receivables

Investments

Cash and cash equivalents
Total of property assets

EQUITY CAPITALS

Equity Capitals proportionate to Parent Company shareholders
Share capital

Above par

Other reserves

Profits carried forward

Minority’s rights
Total of Equity Capitals

LIABILITIES

Long-term liabilities

Deferred income taxes

Provisions for allowances to workers after retirement from service
Total

Short-term liabilities

Providers and other liabilities

Short-term provisions for other liabilities and expenses
Current tax obligations

Total

Total of Liabilities

Total of Equity Capitals and Liabilities

28

Note

10

11

12

15
16

13
14

The Group The Company

31/12/09 31/12/08 31/12/09 31/12/08
117 254 117 254
74,566 78,183 74,461 78,079
0 0 1,759 1,759

89 44 86 41
74,772 78,481 76,423 80,133
110,227 70,245 86,847 47,108
36,483 33,175 32,759 41,727
370 233 370 233
146,002 133,936 133,412 125,949
293,082 237,589 253,388 215,017
367,854 316,070 329,811 295,150
21,252 21,252 21,252 21,252
34 34 34 34
100,720 95,752 100,648 95,680
84,970 91,643 85,070 91,127
206,976 208,681 207,004 208,093
15 19 0 0
206,991 208,700 207,004 208,093
5,036 4,950 5,102 4,950
2,618 2,720 2,569 2,677
7,654 7,670 7,671 7,627
141,240 85,245 103,167 65,031
10,202 10,230 10,202 10,230
1,767 4,225 1,767 4,169
153,209 99,700 115,136 79,340
160,863 107,370 122,807 87,057
367,854 316,070 329,811 295,150
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Statement of results / profits and losses account (1)

(Amounts in thousand Euros)

Sales

Other revenues

Excise taxes on products
Raw materials used
Allowances to workers
Depreciations

Other operating expenses
Operating results

Financial revenues (cost net)
Provisions for value decline of participations
Currency discrepancies

Net profits before taxation

Income tax

Net results of period (after taxation) distributed to:

Parent Company shareholders

Minority's rights

Basic profits per share

Note
17
18

19
20
21
22

23

24

25

31/12/09 31/12/08 31/12/09 31/12/08
504,237 466,033 399,816 411,080
3,563 4,840 3,540 4,794
(359,215) (308,521) (254,678) (253,234)
(70,745) (71,257) (72,231) (73,384)
(21,552) (20,684) (20,727) (19,917)
(6,455) (5,139) (6,393) (5,087)
(27,058) (34,555) (25,731) (32,938)
22,775 30,717 23,596 31,314
4,104 4,337 3,893 4,173
0 0 0 (107)
(605) 3,440 (605) 3,440
26,274 38,494 26,884 38,820
(9,947) (10,376) (10,033) (10,355)
16,327 28,118 16,851 28,465
16,331 28,121 16,851 28,465
(4) (3) 0 0
16,327 28,118 16,851 28,465
5.9156 10.1877 6.1054 10.3134
L858,
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KARELIA TOBACCO COMPANY INC.
Registration Number 10174/06/B/86/126 - VAT Number 094007351

Equity Capitals Statement of Changes (lIl)

(Amounts in thousand Euros) Refunded to Parent Company shareholders
C::;:rael Above Par Other Reserves ProfitsF;?:;er: Min;:'igt:t': fotal Ofc::i:;z
Balance on January 15t 2008 21,252 34 89,718 76,121 22 187,147
Other reserves - -
Currency discrepancies 390 390
Net profits 01/01-31/12/08 - - - 28,121 (3) 28,118
Increase of capital of subsidiary companies 0
28,511 (3) 28,508
Other reserves
Currency discrepancies 0 0 6,034 (6,034) 0 56,626
Dividend 2007 (6,955) (6,955)
0 0 0 (12,989)
Balance on December 315t 2008 21,252 34 95,752 91,643 19 208,700
Balance on January 15t 2009 21,252 34 95,752 91,643 19 208,700
Currency discrepancies 0 0 0 (96) 0 (96)
Net profits 01/01-31/12/09 - - 16,331 (4) 16,327
16,235 (4) 16,231
Other reserves 4,968 (4,968) 0 0
Dividend 2008 0 (17,940) (17,940)
4,968 (22,908) 0 (17,940)
Balance on December 315t 2009 21,252 34 100,720 84,970 15 206,991
(Amounts in thousand Euros) Refunded to Parent Company shareholders
C::iatrael Above Par Other Reserves Profitst?xiaer: fotal Ofc:gil:;!s,
Balance on January 15t 2008 21,252 34 89,646 75,651 186,583

Other reserves -
Currency discrepancies
Net profits 01/01 - 31/12/2008 0 0 0 28,465 28,465

Increase of capital of subsidiary companies

Other reserves 0 0 6,034 (6,034) 0
Dividend 2007 0 0 0 (6,955) (6,955)
Currency discrepancies 0 0 0 0
Balance on December 315t 2008 21,252 34 95,680 91,127 208,093
Balance on January 15t 2009 21,252 34 95,680 91,127 208,093
Currency discrepancies
Net profits 01/01-31/12/2009 0 0 0 16,851 16,851
Other reserves 0 0 4,968 (4,968) 0
Dividend 2008 0 0 0 (17,940) (17,940)
0 0 4,968 (22,908) (17,940)
Balance on December 315t 2009 21,252 34 100,648 85,070 207,004

30



Statement of Cash Flows (IV)

(Amounts in thousand Euros)

Net earnings of period

Adjustments for:

Income taxes

Depreciations of fixed assets
Devaluation of fixed assets
Depreciations of intangible assets
Depreciations of subsidies
Profits/(losses) from sale of fixed assets
Revenues from interests

Expenses from interests

Profits/(losses) of reasonable value of other financial
elements at reasonable value through results

Changes of Operating Capital
Increase/(decrease) of inventories
Increase/(decrease) of receivables
Increase/(decrease) of liabilities
Increase/(decrease) of provisions

Increase/(decrease) of liabilities for allowances to the
personnel due to retirement/pension

Interests paid

Income tax paid

Net cash flows from operational activities
Cash flows from investing activities
Purchases of fixed assets

Purchases of intangible property assets

Sales of financial assets

Sales of fixed assets

Establishment of a Subsidiary company
Interests collected

Net cash flows from investing activities

Cash flows from financing activities
Dividends paid to Parent Company shareholders
Payments of financial leases capital

Net cash flows from financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at opening of period

Cash and cash equivalents at ending of period

ANNUAL REPORT 2009

The Group The Company

Note 31/12/09 31/12/08 31/12/09 31/12/08
16,327 28,118 16,851 28,465
24 9,947 10,376 10,033 10,355
21 5,099 5,002 5,037 4,950

1,219 0 1,219
21 137 137 137 137
21 0 0
7 7
23 (4,193) (5,035) (3,873) (4,833)
23 518 396 407 339
853 460 1081 378
29,890 39,461 30,875 39,798
19 1,360 24,173
(4,680) 11,131 7,414 (13,700)
56,847 (26,503) 39,072 (25,451)
366 2,526 366 2,526
(103) (59) (108) (65)
12,447 (11,545) 7,004 (12,517)
42,337 27,916 37,879 27,281
(518) (396) (407) (338)
(12,676) (5,311) (12,676) (5,246)
29,143 22,209 24,796 21,697
(3,640) (3,607) (3,576) (3,603)
0 (3) 0 (3)
290 311 290 311
17 5 17 5
0 0 0 (94)
4,193 5,035 3,873 4,833
860 1,741 604 1,449
(17,937) (6,954) (17,937) (6,954)
0 0 0 0
(17,937) (6,954) (17,937) (6,954)
12,066 16,996 7,463 16,192
133,936 116,940 125,949 109,757
146,002 133,936 133,412 125,949
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Shareholder Information

Headquarters

Subdivisions

Subsidiaries

KARELIA TOBACCO COMPANY INC.
Athinon Street 241 00 Kalamata ¢ Greece

Tel: +30 27210 69213, +30 27210 639002 * Fax: +30 27210 63080

e-mail: info@karelia.gr ® www.karelia.gr

KARELIA TOBACCO COMPANY INC.
120 Athinon Avenue ¢ 104 42 Athens e Greece

Tel.: +30 210 5151000 » Fax: +30 210 5151018

KARELIA TOBACCO COMPANY INC.
244 Monastiriou Street ® 546 28 Thessaloniki ® Greece

Tel.: +30 2310 516842 « Fax: +30 2310 516844

KARELIA TOBACCO COMPANY (U.K.) LTD
Parkshot House * 5 Kew Road ® Richmond e Surrey TW9 2PR « UK.

Tel.: +44 (0) 20 8334 8353 « Fax: +44 (0) 20 8334 7253

KARELIA BULGARIA EOOD
Bellissimo Business Center ¢ 102 Bulgaria Blvd. Office 44 ¢ 1680 Sofia ® Bulgaria

Tel.: #3592 8548023, +3592 8548061 » Fax: +3592 8548188

KARELIA TUTUN VE TICARET A.S.
Halaskargazi Rumeli Caddesi No. 50 Selanik Apt. Kat. 3 ® 34371 Sisli » Istanbul ¢ Turkey
Tel. +90 212 2242727  Fax: +90 212 2242755

MERIDIAN S.A. DUTY-FREE SPECIALISTS
120 Athinon Avenue ¢ 104 42 Athens e Greece

Tel: +30 210 5154742-3 » Fax: +30 210 5154744

KARELIA INVESTMENT S.A.
Athinon Street » 241 00 Kalamata ¢ Greece

Tel: +30 27210 69213, +30 27210 69002 » Fax: +30 27210 63080
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KARELIA

Fine Tobaccos Since 1888

KARELIA TOBACCO COMPANY INC.
Athinon Street, 241 00 Kalamata, Greece @ Tel: +302721069002,69213 e Fax: +30 2721069080
e-mail. info@karelia.gr @ wwwkarelia.gr

Fine Tobaccos Since 1888






