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Introduction to the financial statements

The financial statements consist of two separate sections.

The first section illustrates the consolidated financial statements and related notes of the Krka Group (here-
inafter also 'Group’), whereas the second section encompasses the financial statements and related notes of
Krka, d. d., Novo mesto (hereinafter also 'Company'). The financial statements have been prepared in compli-
ance with the International Financial Reporting Standards (hereinafter ‘IFRS’), which is in compliance with
the resolution adopted at the 11th Annual Meeting held on 6 July 2006. As defined by the said resolution, the
Company no longer prepares reports pursuant to the Slovenian Accounting Standards.

The financial statements of the Company and the Krka Group are presented in euros, rounded to the nearest
thousand.

Each section of financial statements was audited by KPMG SLOVENIJA, podjetje za revidiranje, d. o. 0. and
two separate reports as individual chapters have been prepared accordingly.

The Statement of Compliance that is presented below includes an acknowledgement of responsibility for all
financial statements of both the Company and the Group.
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Statement of compliance

The Management Board of Krka, d. d., Novo mesto is responsible for the preparation of the Annual Report of
the Company and the Krka Group including the financial statements so as to provide the general public with
a true and fair view of the financial position and the results of operations of the Company and its subsidiar-
ies in 2009.

The Management Board hereby acknowledges that:

¢ the financial statements of the Company and its subsidiaries were prepared on a going concern basis,

o the selected accounting policies are applied consistently and any changes in accounting policies have been
reported,

¢ the accounting estimates have been prepared in a fair and reasonable manner and are in compliance with
the principles of prudence and due diligence,

¢ the financial statements and the notes thereto for the Company and the Group have been prepared in ac-
cordance with the effective legislation and the IFRS.

The Management Board is responsible for taking the measures required to maintain the Company's and the
Group's value and to prevent and detect fraud and other forms of misconduct.

Management Board of
Krka, d. d., Novo mesto

Novo mesto, 15 February 2010
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Consolidated financial statements of the Krka Group

STATEMENT OF CONSOLIDATED FINANCIAL POSITION (BALANCE SHEET)

Assets

Property, plant and equipment 12 649,146 635,250
Intangible assets 13 126,581 128,980
Deferred tax assets 16 22,392 34,273
Long-term loans 14 4,064 3,892
Investments 15 5,658 6,343
Other non-current assets 181 336
Total non-current assets 808,022 809,074
Inventories 17 181,646 211,347
Trade and other receivables 18 334,906 240,875
Short-term loans 14 2,213 1,393
Current investments, including derivatives 15 834 743
Cash and cash equivalents 19 13,411 7,604
Total current assets 533,010 461,962
Total assets 1,341,032 1,271,036
Equity

Share capital 20 59,126 59,126
Own shares 20 —19,489 —19,489
Reserves 20 150,494 146,454
Retained earnings 20 728,554 595,382
Equity holders of the parent 918,685 781,473
Minority interest 20 1,684 1,823
Total equity 920,369 783,296
Liabilities

Long-term borrowings 22 105,113 83,734
Provisions 23 107,536 149,663
Government grants and grants by the European Union 24 6,763 5,353
Deferred tax liabilities 16 18,422 18,776
Total non-current liabilities 237,834 257,526
Trade payables 25 72,500 69,996
Short-term borrowings 22 51,084 100,111
Income tax liabilities 1,695 10,533
Other current liabilities 26 57,550 49,574
Total current liabilities 182,829 230,214
Total liabilities 420,663 487,740
Total equity and liabilities 1,341,032 1,271,036
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in EUR thousand

Revenues 5 953,038 949,920
Production cost of goods sold —370,244 —325,102
Gross profit 582,794 624,818
Other operating income 6 102,786 8,617
Distribution expenses —289,185 —242,274
R&D costs —88,283 —84,746
Administrative expenses -73,120 —69,634
Operating profit 234,992 236,781
Financial income 10 1,070 3,029
Financial expenses 10 -11,740 —34,177
Net financial expenses -10,670 —31,148
Profit before tax 224,322 205,633
Income tax expense 11 —50,637 —49,742
Profit for the period 173,685 155,891
Attributable to:

— equity holders of the parent 173,766 155,955
— minority interest -81 —64
Basic earnings per share (in EUR) 21 5.14 4.61
Diluted earnings per share (in EUR) 21 5.14 4.61

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

in EUR thousand

Profit for the period 20 173,685 155,891
Other comprehensive income for the period:

Changes in retained earnings 20 -126 45
Changes in fair value of financial assets available for sale 20 —686 —5,432
Defgrred tax effect - change in fair value of financial assets 20 170 1,228
available for sale

Deferred tax effect and tax effect of transition to IFRS 20 =87 -973
Translation reserve 20 —242 —9,391
Deferred tax effect — translation reserve 20 -202 —45
Total other comprehensive income for the period -1,123 —14,568
Total comprehensive income for the period 172,562 141,323
Attributable to:

— equity holders of the parent 172,701 141,387
— minority interest =139 -64
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

in EUR thousand

Balance at 01 Jan
2009

59,126

—19,489

Share
premium

Legal
reserves

Statutory
reserves

Fair
value
reserves

Tran-
slation
reserves

Other
revenue
reserves

Net profit
for the pe-
riod

Net profit
carried
forward

120,992

14,990

17,184

2,620

—-9,332

450,417

102,955

42,010( 781,473

1,823

783,296

Net profit for the
period

0

0

0

0

0

0

0

0

173,766

0| 173,766

-81

173,685

Other
comprehensive
income for the
period

Changes in profits
of previous
periods

—68 —68

—58

-126

Changes in fair
value of financial
assets available
for sale

—686

0 —686

—686

Deferred tax
effect - change
in fair value of
financial assets
available for sale

170

0 170

170

Deferred tax
effect and

tax effect of
transition to IFRS

-37 -37

-37

Translation
reserve

—242

0 —242

—242

Deferred
tax effect —
translation
reserve

-202

0 —202

-202

Total other
comprehensive
income for the
period

-516

—444

-105| -1,065

-58

-1,123

Total
comprehensive
income for the
period

-516

—444

o

173,766

—105| 172,701

-139

172,562

Transactions
with owners
recorded in

equity

Formation of
statutory reserves

5,000

—5,000

Formation of
other revenue
reserves under
the resolution of
the Management
and the
Supervisory
Board

o

62,000

—62,000]

Transfer of
previous period’s
net profit to
retained earnings

o

—102,955

102,955 0

Transfer to other
revenue reserves
under the
resolution of the
Annual Meeting

o

57,937

-57,937 0

Dividends paid

—35,489 | —35,489

—35,489

Total
transactions with
owners recorded
in equity

5,000

o

119,937

—169,955|

9,529 | —35,489

—35,489

Balance at 31 Dec
2009

59,126

—19,489

120,992

14,990

22,184

2,104

-9,776

570,354

106,766

51,434 918,685

1,684

920,369
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in EUR thousand

Balance at o1 Jan
2008

59,126

—-19,489

premium

Share

Legal
reserves

Statutory
reserves

Fail
value
reserves

" | Translation

reserves

revenue
reserves

Financial statements | Annual Report 2009

Net profit for
the period

120,992

14,990

14,184

6,824

104

356,945

87,052| 30,149

670,877

10,036

680,913

Net profit for the
period

0

0

0

0

0

155,955

o

155,955

-64

155,891

Other
comprehensive
income for the
period

Changes in profits
of previous
periods

45

45

Changes in fair
value of financial
assets available
for sale

—5,432

—5,432

—5,432

Deferred tax
effect - change
in fair value of
financial assets
available for sale

1,228

1,228

1,228

Deferred tax
effect and

tax effect of
transition to IFRS

o

-973

-973

o

-973

Translation
reserve

-9,391

-9,391

-9,391

Deferred
tax effect —
translation
reserve

—45

—45

—45

Total other
comprehensive
income for the
period

—4,204

-9,436

0 -928

—14,568

o

—14,568

Total
comprehensive
income for the
period

—4,204

-9,436

155,955 -928

141,387

-64

141,323

Transactions
with owners
recorded in
equity

Formation of
statutory reserves

3,000

-3,000 0

Formation of
other revenue
reserves under
the resolution of
the Management
and the
Supervisory
Board

50,000

—50,000 0

Transfer of
previous period’s
net profit to
retained earnings

—87,052| 87,052

Transfer to other
revenue reserves
under the
resolution of the
Annual Meeting

43,472

o

—43,472

Dividends paid

o

-30,827

-30,827

-113

—30,940

Acquisition of
minority interest

0 36

36

—-8,036

—8,000

Total
transactions with
owners recorded
in equity

o

3,000

93,472

—140,052| 12,789

-30,791

-8,149

—38,940

Balance at 31 Dec
2008

59,126

—19,489

120,992

14,990

17,184

2,620

-9,332

450,417

102,955| 42,010

781,473

1,823

783,296
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SIGNIFICANT FOREIGN EXCHANGE RATES
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2009 2008 2009 2008
UsD 1.39 1.47 1.43 1.41
PLN 433 3.51 4.12 4.15
HRK 7.34 7.22 7.31 7.33
RUB 4413 36.40 43.50 41.40

* number of local currency’s units for 1 euro

Final exchange rates are rates that were used for the
calculation of items in the financial statement as at
31 December and equal the exchange rate of the Bank
of Slovenia of 30 December.

Sensitivity analysis

A 1% percent increase of the euro value in respect
of currencies stated as at 31 December 2009 or 31
December 2008 would increase or decrease the net
profit referring to values stated below. The analysis
assumes that all other remaining elements, inter-
est rates in particular remain unchanged. The 2008
analysis was prepared on the same basis.

in EUR thousand 2009 2008
USD 594 622
PLN —-1,214 —1,059
HRK —-649 -717
RUB —2,428 —1,502

A 1% decrease of the euro value in respect of curren-
cies stated as at 31 December 2009 or 31 December
2008 would have the same effect — but in reverse

Interest rate risk

EXPOSURE TO INTEREST RATE RISK

direction - provided that all other elements remain
unchanged.

in EUR thousand

Financial instruments at fixed interest rate 11,233 -174
Financial assets 12,603 5,198
Financial liabilities -1,370 -5,372
Financial instruments at variable interest rate —153,124 —-175,196
Financial assets 34 87
Financial liabilities —153,158 —175,283
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Analysis of sensitivity of the financial
instrument’s fair value by applying the fixed
interest rate

The Group holds no derivatives with reference to
fixed interest rate, recognised at fair value through
profit or loss, and no derivatives designated as a fair
value hedge. Thus, a change of the interest rate as
at the reporting date would have no impact on the
profit or loss.

Analysis of the cash flow’s sensitivity by
applying the variable interest rate

Change of the interest rate by 100 basis points would
increase/decrease the net profit or loss for 2009 by
EUR 1,531 thousand (2008: EUR 1,752 thousand).
The analysis assumes that all elements, foreign ex-
change rate in particular remain unchanged, and
has been prepared the same way as for the financial
year 2008.

A detailed schedule of long-term and short-term bor-

rowings is presented below.

LONG-TERM BORROWINGS

in EUR thousand

Long-term borrowings 143,735 113,276
— short-term portion of long-term borrowings 38,622 29,542
Average balance of long-term borrowings 128,506 125,277
Interest paid (financial year) 3,528 6,744
Other cost of raising long-term borrowings 68 67
Average interest rate of long-term borrowings (financial year) 2.80% 5.44%
Maturity in three years or less 82% 67%
Maturity in more than three years 18% 33%
Currency structure of long-term borrowings:

— Euro 100% 100%
Structure of long-term borrowings in terms of interest rates:

— variable 100% 100%

SHORT-TERM BORROWINGS

in EUR thousand

Short-term borrowings including short-term portion of long-term borrowings 49,416 96,921
— from banks 49,037 96,549
— from other entities 379 372
Short-term borrowings exclusive of short-term portion of long-term borrowings 10,794 67,379
Average balance of short-term borrowings (financial year) 39,087 39,262
Interest paid (financial year) 1,505 2,386
Other cost of raising short-term borrowings 34 35
Average cost of short-term borrowings (financial year) 3.94% 6.17%
Currency structure of short-term borrowings

— Euro 100% 100%
Structure of short-term borrowings in terms of interest rates:

— variable 93% 92%
— fixed 7% 8%
138
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FAIR VALUE
[ 209 [ 2008
L Fair value CAmine Fair value
in EUR thousand amount amount
Long-term loans 4,064 4,064 3,892 3,892
Financial assets available for sale 5,658 5,658 6,343 6,343
Short-term loans 2,213 2,213 1,393 1,393
Current investments 834 834 553 553
— instruments held for trading 145 145 128 128
— other current investments 689 689 425 425
Trade and other receivables 334,906 334,906 240,875 240,875
Cash and cash equivalents 13,411 13,411 7,604 7,604
Interest bearing derivatives 0 0 190 190
— assets 0 0 190 190
Borrowings —-156,197 —-161,578 —-183,845 —194,622
Trade and other payables —131,745 —131,745 —-130,103 —-130,103
Total 73,144 67,763 —-53,098 —-63,875

The manners of the fair value measurement of the
individual types of financial instruments are pre-
sented below.

Interest bearing loans and borrowings

The fair value of loans and borrowings is calculated
by applying the discounted cash flow of the prin-
cipal and interest. The discount interest rate was
computed by considering the yield for Slovenia’s
government bonds in Europe with a 2-year maturity,
based on the report about the market situation at
31 December 2009 published by Abanka. The yield-

to-maturity of these papers was recorded at 1.360%
(2008:1.796%).

Financial instruments

The financial instruments are classified in three lev-
els in terms of their fair value, namely:
o level 1: assets and liabilities at market value;

e level 2: assets and liabilities that are not classified
within level 1 and their value is defined directly or
indirectly based on comparable market data;

o level 3: assets and liabilities the value of which

cannot be determined via market data.

in EUR thousand Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
Financial assets available for sale 4,067 0 1,591 4,740 0 1,603
Instruments held for trading 145 0 0 128 0 0
Other current investments 509 0 180 425 0 0
Derivatives 0 0 0 0 190 0
Total 4,721 0 1,771 5,293 190 1,603

Securities held for trading

The fair value is computed on the basis of the stock
exchange quotation of the respective securities as
at the reporting date, and it is not decreased by any
costs that may arise upon the sale or purchase of se-
curities.

Receivables and liabilities

Short-term receivables and liabilities are recorded
at carrying amount which is accounted for as fair

value.
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Options, futures contracts and interest rate
swaps

Fair values of purchased and sold options, futures
contracts and interest rate swaps are submitted on

29. Transactions with related entities

Data on groups of persons

As at the year-end, the members of the Manage-
ment Board of the Company held 58,990 of shares
in the Company, representing a 0.167% of the total
equity (i.e. 0.175 of voting rights), and the Manag-
ing Directors of subsidiaries held 5,635 of shares or
0.016% of the total equity (i.e. 0.017 of voting rights).

EMOLUMENTS OF GROUPS OF PERSONS

the last day of each Quarterly of the financial year
by the bank in which the individual instrument was
purchased or sold, or by another bank with which an
umbrella contract on derivatives was signed.

A questionnaire on related entities is completed by
the Management Board members and other man-
agement staff on a yearly basis, which is afterwards
used by the Group to check the existence of any other
business relations between the individual company
and the employees. No such business relations were
recorded in 2009.

in EUR thousand

Management Board members in the controlling company and managers of 3471 3360
subsidiaries ' '
Members of the Supervisory Board/Boards of Directors 110 165
Persons employed under individual employment contracts 23,037 22,783
Total emoluments of groups of persons 26,618 26,308

Emoluments of the Management Board members in
the controlling company and of managers in subsidi-
aries, as well as emoluments of employees include
salaries and wages, fringe benefits and any other
receipts. Emoluments of the Management Board
members in the controlling company are disclosed
in Note 30 of the Company’s financial statements.

LOANS GRANTED TO GROUPS OF PERSONS

Emoluments of members of the Supervisory Board
in the controlling company represent remunera-
tion for the tasks performed within the Supervi-
sory Board. Emoluments of the Supervisory Board
members in subsidiaries, who simultaneously act
as Management Board members in the controlling
company or are employed under individual employ-
ment contracts, also include solely remuneration for
the tasks performed within the Supervisory Boards.

in EUR thousand 31 Dec 2009 31 Dec 2008 2009 2008
Members of the Management Board 21 10 5) 4
Members of the Super\_risory Board / Boards of Directors 0 0 0 1
(employee representatives)

Persons employed under individual employment contracts 253 307 69 70
Total loans to groups of persons 274 317 74 75

The loans granted to the above-mentioned persons were used for housing purposes.
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30. Group profile

Transactions between Group companies and the
groups of persons were implemented on the basis of
sale and purchase contracts. Market prices for prod-

Controlling company
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ucts and services have been applied in transactions
between related entities.

KRKA, d. d., Novo mesto 59,126,194 EUR 5260 5250
Subsidiaries

Terme Krka, d.o.o., Novo mesto 100% 14,753,239 EUR 679 679
KRKA-FARMA d. 0. 0., Zagreb, Croatia 100% 143,027,200 HRK 168 145
KRKA ROMANIA S.R.L., Bucharest, Romania 100% 37,000 RON 180 0
KRKA-FARMA DOO BEOGRAD, Belgrade, Serbia 100% 111,080 RSD 58 13
KRKA-FARMA DOOEL, Skopje, Macedonia 100% 49,060,618 MKD 24 25
KRKA FARMA, d. 0. 0., Sarajevo, Bosnia and Herzegovina 100% 20,000 BAM 1 0
000 KRKA-RUS, Istra, Russian Federation 100% 1,111,374,765 RUB 154 130
000 KRKA FARMA, Sergiev Posad, Russian Federation 100% 3,874,800 RUB 49 33
KRKA-POLSKA Sp. z 0. 0., Warsaw, Poland 100% 17,490,000 PLN 764 759
KRKA CR, s.T. 0., Prague, Czech Republic 100% 100,000 CzK 187 175
KRKA Magyarorszag Kft, Budapest, Hungary 100% 44,880,000 HUF 148 115
KRKA Slovensko, s.r.o., Bratislava, Slovakia 100% 10,000 EUR 100 87
UAB KRKA LIETUVA, Vilnius, Lithuania 100% 34,000 LTL 0 0
TAD Pharma GmbH, Cuxhaven, Germany 100% 6,650,000 EUR 168 163
KRKA Sverige AB, Stockholm, Sweden 100% 150,000 SEK 3 3
KRKA Pharma GmbH, Vienna, Austria 100% 36,500 EUR 16 16
KRKA Farmacéutica, Unipessoal Lda., Estoril, Portugal 100% 10,000 EUR 16 9
KRKA PHARMA DUBLIN LIMITED, Dublin, Ireland 100% 1,000 EUR

KRKA USA, LLC, Wilmington, USA 100% 10,000 usb

As at 31 December 2009 the subsidiary Terme Krka held a share of 63.10% in the company Golf Grad Otocec,

d.o.o.

EDUCATIONAL STRUCTURE OF EMPLOYEES IN THE GROUP

Headcount Share (in %) Headcount Share (in %)

PhD 80 1.0 70 1.0
MSc 193 2.5 177 2.4
University education 3723 47.6 3351 45.9
Higher professional education 630 8.1 590 8.1
Vocational college education 233 3.0 231 3.2
Secondary school education 1543 19.7 1421 195
Skilled workers 1241 159 1260 17.3
Unskilled workers 173 2.2 194 2.6
Total (average for the period) 7816 100.0 7294 100.0
141
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31. Transactions with audit firms

The annual fee for auditing the Group amounted to
EUR 396 thousand EUR. Audit firms that rendered
audit services for the Krka Group companies provid-

32. Events after the reporting date

Events that occurred after the reporting period, i.e.
15 March 2010 are illustrated below.

On 20 January 2010 the Supervisory Board met at
a meeting and appointed a Nomination Committee
and a commission of the Supervisory Board. The
Nomination Committee met for a session on 27 Janu-
ary 2010 and endorsed a resolution on starting with
the procedure of appointing members of the Com-
pany’s Supervisory Board which must be completed
by April 2010. The meeting was chaired by the chair-
man of the committee TomaZz Kuntari¢, MSc.

On 24 February 2010 an out-of-court settlement was
reached at the District Court in Oslo between Krka

ed also additional advisory services which amounted
to EUR 83 thousand.

d.d. and its subsidiary Krka Sverige AB as defend-
ant, and Eisai Co., Ltd. and Pfizer AS as the plaintiff,
in the dispute on alleged infringement of the pat-
ent referring to donepezil. Accordingly, Krka shall
receive EUR 1.55 million from Eisai Co., Ltd. and
continue with its sale of donepezil in Norway. The
notice on the interim injunction enforced against
Krka Sverige AB due to alleged infringement of the
patent that refers to the production of the donepezil
ingredient in Norway was published by Krka on 19
November 2008, and the notice on its annulment on
13 March 20009.

The stated events have no impact on the 2009 finan-
cial statements of the Krka Group.





