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INTRODUCTION

The condensed financial statements of the Krkpr o s pect us on t he Ljubl j

Group and the condensed financial statements @lectronic information system SEOnet and/or the

Krka, dd., Novo mesto (the Krka Company) for theDelo newspaper. The business report for the

first half of 2010 and the first half of 2009 ar€Company and Group is alsdaiNe on the Krka

unaudited, but the statements for the full 2009vebsite: www.krka.si.

business year present audited figures. The

company has no authorised capital and has nothe Supervisory Board discussed the 2010 half

made a conditional shagtal increase. year business report for the Krka Group and
Company at its regular meeting on 28 July 2010.

The company regularly announces any significant

changes to the data contained in its share

Significant achievements in the first half of 2010

e The Krka Group achieved sales of is also Krkaodés |l argest
products and services worth EUR 500.0 31% share of total sales.
million, while the Kk mpany 6s sal es
were worth EUR7.5 million. e Sales on markets outsilevenia over
the period represented
e Group sales were 5% up on the sales and 92% of the C
comparable period last year, while
Company sales were 13% higher. e The Krka share price as listed on the

Ljubljana Stock Exchange was EUR 65.51
e The Krka Goup6s operati ng op30ding 2010, w 3% increase compared
EUR 106.nillion, while the Qomny 6 s to the end of 2009. The Krka
operating profit was EUR Tailibn. Compny's market mitalisation was
EUR2,320.8nillion.
e The net profit for the Krka Group was
EUR91.2million, 17% higher than the e The Krka Group allocated £&snillion

same period last year, while the net profit to investments, EBROmillion of which
of the Krka Coany was was invested by the Krka Company and
EUR98.6million, 19% higher. EUR12.5million by subsidiaries

e The highest relative (14%) and absolute ¢ Atthe end of the first half of 2010 the Krka
growth (up EUR.3 million) in sales was Group had 83ékployees, 5% more than
achieved in Region Central Europe, which at the start of the year.
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Highlights

Krka Company
in EUR thousand 1-6/201( 1-6/2009

Sales revenues 500032 477845
EBIT 106887 117481
EBITDA 146559 154881
Net profit 91,185 78124
R&D costs 48109 41,803
Investments 44532 48341

477548
112457
142102
98614
45051
31991

42Q782
104898
133593
82755
39261
43953

Noncurrenassets 816726 808022
Current assets 633880 533010
Equity 977414 920369
Noncurrent liabilities 237883 237834
Current liabilities 235309 182829
RATIOS

Net profit margin 182% 163%
EBIT margin 214% 246%
EBITDA margin 293% 324%
ROE 192% 190%
ROA 131% 122%
Liabilities/Equity 0484 0517
R&D costs/Sales revenues 9.6% 8.7%

NUMBER OF EMPLOYEES
At the day 8345 7839

KRKGSHARE INFORMATIONS

Total number of shares issued 35426120
Earnings per shar&EUR 540
Share price at the end of period in EUR 6551
Price/earnings ratio (P/E) 1214
Book value of share in EUR 2759
Share price/book value (P/B) 237
Market capitalisation in EldRsand (at the end of pe 2,32Q765

1 Net profit, converted to annual basis / average equity balance in period
2 Net profit, converted to annual basis / average assets balance in period

786965
639474
993238
208515
224686

784594
528345
932010
205785
175144

207%
235%
298%
205%
144%

0436

9.4%

197%
249%
317%
197%
133%

0439

9.3%

4471

5173

35426120
4.62

6994
1513
2421

2.89
2477703

3 Net profit of the majority oworverted to annual basis / average number of shares issued excluding own shares
4 The calculation of carrying value takes into account the total number of shares issued by the Company.
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Krkads 15t hMeetng u a l Gener al

Krkads 15th Annual Ge n enclumlés phdeistonsi sudy aw ot pigrdiie d o n

June i n Ot ol ec. T h e paticipatioa bf slipdrnasorg boang mengbers ih the

represented 39.54% of equity. companyaos accumul at ed
potential for use of electronic media in relation to

Despite two countestions from the MDS group general meeting registration, conotiens and

(Smal | Sh ar & hogdtheérewesage Qororias.p

Stronger) anthe VZMD group (Slovenian Small

1

pr

Sharehol dersd Associ at iSince }he terintifice of thea qureehpesdvicbry r s  a't

AGM passed a resolution proposed by theboard expired in June this year, the general meeting
companyds management a dedidedson the alegtipnsobnew meimluess.rBdsedton
use the 2009 accumulated profit of proposals from the appointments committee and

EUR161,749,148.26 as follows: human resources committee, the Supervisory Board
EUR37,179,450.00 tlividends (EURLO gross put forward Prof DSc, Jul i

per share), EWR,284,849.13 to other proft Vi ncenc Manl ek, Moj ca Vi

reserves, and EBR 284,849.13 carried forwardto Rak ovec and Assoc Prof
the following year. the new members of the Supervisory Board for a
term of five years beginning on 21 June 2010. The
The payout to shareholders of the dividend o$hareholders elected the proposed candidates for a
EURL.10 gross per share will start within 60 days dfveyear term, despite countestions by MDS

j
d
Dr

the Generdle et i ngbs concl usigomupon Smhaé |l b &Fdgetherbwe | der s

data in the share register held at th€dibial are Stronger) and the VZMD group (Slovenian
Securities Clearing Corporation, Ljubljana on 2% ma | | Sharehol dersdé Associ
June 2010.

The new Krka Supervisory Board had its constitutive
The General Meeting confirmed and approved thmeeting on 23 June. The members ungnimous

work of the management and supervisory boardsferl ect ed Joge Leni | as pre

the 200%usiness year and discharged them of Board, while he abstained, and unanimously elected
liability for performance of duties. Franc Gagek and Matj ag

presidents, again with both abstaining. They also
Shareholders also adopted amendments to thappointed the audit committee and human resource
companyo6s articles of om@msiteei ati on proposed on
basis of amendments to the Companies Act. This

Significant events after the accounting period

e On 2 July 2010 Krka received a decision decisiomx parte
from Harju county court, Estonia, in which
the court placed a temporary stay on Krka will file an objection to the decision
Kr kaos i mport, p r o d u within thenlegal deadiine. Kekaisconvinced
distributionsale and promotion of the that it has not infringed the patent, since its
pharmaceutical Escadra, which contains product does not contain the form
the active substance esomeprazole in protected by thetfa Zeneca patent.
Estoni a. The courtos decision uphel d a
motion filed by Astra Zeneca, UK, alleging Krka started to sell Escadra at the end of
that Krka had infringed Estonian patent no June, and has marketed it since March this
03157, which protects a Bpeform of year in other countries.

esomeprazole. The court issued its
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ID Card of the Krka Group
The controlling company is Krka, tovarna zdravil, d.d., Novo mesto.

Registered ofice Gmar j egka cesta 6, 8501 Novo mesto, Slo
Telephone07 33121 11

Fax:07 332 15 37

E-mait info@krka.biz

Websitewww.krka.si

Basic line of businesBroduction of pharmaceutical preparations

Activity code21.200

Year established954

Registration entryt/00097/00, Novo mesto District Court

VAT numbeB2646716

Company ID numb&043611

Calledup capitalEUR 59,126,194.28

Shares:35,426,120 ordinarypao value shares. Krka's shares have been listed on the Ljubljana Stock
Exclange in 1997 with the trading code KRKG.
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Organisational chart of the Krka Group

Central Europe East Europe

KRKAPOLSKA, Sp. z 0. 0., — 000 KRKRUS, Istra,
Warsaw, Poland Russian Federation

KRKA | R, s. — 00O KRKA FARMA, Sergiev Pos:
Prague, Czech Republic Slovenia Russian Federation
KRKAMagyaror sz§gg —
West Europe and Overseas
\EGIS
TERME KRKA, d. 0. 0.,

Hungary
UA_B_KRKA Lietqva. — Novo mesto, Slovenia | TAD Pharma GmbH
Vilnius, Lithuania Cuxhaven German);

— Krka Sverige AB,
South EasEurope — Stockholm, Sweden

— KRKA Pharma GmbH, Wien
ViennaAustria

KRKA, d. d.,

Novo mesto, Slovenia

KRKA Slovensko, s.r.0., ]
Bratislava, Slovakia

KRKA-FARMA, d. o. 0., —
Zagreb, Croatia

— KRKA Farmac®°uti cz¢

KRKA Romania S.R.L., — Estoril, Portugal

Bucharest, Romania

KRKAFARMA DOO BEOGRAD, —] KRKAUSALLC,
Belgrade, Serbia Wilmingston, USA

KRKAFARMA DOOEL, — KRKA PHARMA DUBLIN LIMITEIL
Skopje, Macedonia Dublin, Ireland

KRKA FARMA d. o. 0., Sarajevo,
Bosnia and Herzegovina

Legend: Productiordistribution companies

Other subsidiaries

The controlling company Krka, d. d., Novo mesto, holds a 100% ownership share of all these subsidiaries.
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Krka Group business model

Krka is a public limited companypranaf the pharmaceuticals, se#dication products and

wor |l dés icpharthaceutical goempanrigs. animal hedll and cosmetic products. The majority

It has its registered office in Slovenia, and has ovef Krka products are in solid dosage pharmaceutical

50 yearsbd experience afadrmsst dlrhye acso nap acnoyndpsa nayc t i
by health resort and tourist services.

Krkahas a leading position on its domestic market
and a strong presence on generic pharmaceuticéVe focus on a range of generic prescription

markets in: pharmaceuticals, which are ma&k® under Kr k
e SoutHEast EurogeCroatia and Romania own brands. In future we will continue to focus on
e Central EuropeCzech Republic, Hungary marketing and developing our own marketing and
and Poland sales network, by founding companies, purchasing
e East Europé Russian Federation and local pharmaceutical companies, or business
Ukraine. acquisitions in selected markets. Our olgdotive

strengthen t he Kr k a Gr ou

In recenyears Krka has built up its presence in(market shares) on the markets of Europe and
western European markets, especially the Ukcentral Asia.

Germany, France, Italy, and the Nordic and Benelux
countries. Over 9% of sales revenues were allocated to

research and development work on new products in

Production and distribution capacity is located i@rder to increase the competitive advantage of our

Slovenia, Poland, Croatia, the Russian FederatioRfoduct and retain a high proportion of vertically
andGermany. integrated products. Almost half of sales revenues

is generated from sales of new products, i.e.

Modern pharmaceutical production and a verticalfoducts launched on a market in the past five
integrated business model allow us to offeyears. In future we will continue to invest in research

customers in over 70 countries a broad range @nd deelopment, and we currently have over 100
safe, high quality and effective prescriptione€w products in development.

The 2012014 Krka Group development strategy

The Krka Group updates its development strategy every two years. At its meeting on 4 November 2009 the
Supervisory Board studied t hevye&meaiodpZ®2014 KErkas| o p me
key strategies and objectives fo2204Gare set out below.

Key strategies and objectivi@® 2014

¢ Achieving an average annual sales gratwéastf 5%, expressed in euros.
¢ Maintaining the proportion of new products in overall sales over 40% at least.
e Increasing the cost efficiency of products.

e Strengthening the competitive advantage of the product portfolio by maintaining vertical prodt
integration and launching selected products as the first generic pharmaceutical on selected key mark

e Improving asset efficiency.
e Improving innovation.

e Maintaining independence.
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Key strategiedto 2014

e Prioritising focus on European and caatrahaskets.
e Strengthening pharmaceutical and chemical activities.

e Developing generic medicines and preparing market authorisation documentation before the expir
the patent for the original medicine.

e Strengthening competitiveness in western Huesgetnby establishing own marketing companies.

e Strengthening the professional and cost synergy of the Krka Group, and maximising utilisation
competitive advantages in the business environments in which Krka companies abroad operate.

e Restructuringiwhasing market and achieving ongoing reduction in purchasing prices.

e Strengthening the internationalisation of all business functions.

e Reducing the impact of financi al ri sk and ecc
e Pursuing a moderate dividergbse policy.

e Maintaining our economic, social and protection responsibilities for the environment in which we ope!

e Operating according to principles of business excellence.

Krka Group's business objectives for 2010

e The product and service satgsttis EUR008 million, growth of 6%.

e The largest sales region is set to be Central Europe, where the highest sales growth is also planr
The Russian Federation will remain the most important individual market.

e The planned proportion of salesrkatsnautside Slovenia is 89%.

e Prescription pharmaceuticals, with growth anticipated at 6%, will remain the most important proc
group, and are expected to represent over 83% of overall sales.

e The planned net profit is EUR 159 million.
e At the end tie year the Krka Group will have 8430 employees, 46% of them abroad.

e Investments worth a planned1EZ8Rnillion will primarily be aimed at increasing and modernising
R&D, production capacity and infrastructure.
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BUSINESS REPORT

Corporate risknanagement

Foreign exchange risk

The Krka Groupbs main ftomeihgwy 6e x cchuarmbeappeegiateck 0 § i € E
the volatility of the Russian rouble, Croatian kunaganst the euro. The value of the other currencies
Polish zloty, Romanian lei, US dollar, Czech krondepreciated against the euro. Despite this the
Huwungarian forint, Ukrairtigyvra and the Serbian overall effect was positive, which means that we
dinar. The Krka Group discloses a long position menerated a positive exchange rate difference.
all these currencies.

Conditions for hedging currency risk did not change
In the first half of the year the value of the roublsjgnificantly in the first half of 2010, therefore the
kuna, zloty andiewhich represent the bulk of the currency positions are not hedged.

Interest rate risk

At the end of the first half of 2010 the Krka Grouphe movement in the reference interest rate was
had seven lotgrm loans linked to theadhth favourable for the Krka Group over the first half
EURIBOR. year.

The level of lowgrm borrowing, and hence Due to forecasts of low interest ratetheveng

exposure to interest rate changes, is beingerm, Krka did not carry out any hedging against

gradually decreased. growth in the reference interest rate in the first half
of the year.

Credit risk

The credit control process involves obtaining credlynamic. Total outstanding receivables did not

ratings for customers taclv the Krka Group increase and remained withirs lihdt Krka

makes annual product sales of1BQBOO or considers normal and acceptable.

over, and regular, dynamic monitoring of customer

pay ment di scipline. Ov Bue to 4diive reeeilvabldas managKmektgpartiBuladyu p €

customers are included in the credit control systenpastdue receivables, there were no materially
significant receivables wffeein the first half of

Total receivables had slightly sectdry the end the year.

of June, due to regular changes in the sales

Liquidity risk

Liquidity risk in the first half of 2010 was assessed

as | ow. Krkaos S 0 U n d Risks pelatin@td solwemcy wera maghaged by mveans
indebtedness, and the stabilisation of financiadf effective shéoetm cash flow planning; pre
markets has led to better financing conditions thaaranged sheaerm credit lines at banks and daily,
last year. Solvency and the financing of workingeekly, monthly and lotgen planning and
capital anshvestment have primarily been ensuredmonitoringf cash inflows and outflows on a rolling
via cash flow from business transactions, whilbasis.

agreed credit lines cover temporary current financialh e  Kr k a -t&m bouorgving was lowerat
requirements. the end of the first half of 2010 than adtbké en
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2009.Du e t o t he Kr k a G liahilije$ again loftened littlediquigity risloif the first
borrowing and high credit rating, its debt servicirgalf of 2010.

Property, business interruption and liability insurance

In the first half of 2010 the Krka Group added a neagsessment of maximum potential loss from fire or
subsidiarto its international insurance programme,explosion, which are separated by fire protection
Krka Lietuva (Lithuania), and transferred insuranaealls or natural barriers and safety distances
in the Russian Federation from the representatiieetween facilities tevant any fire spreading to
office  to subsidiary Krka Farma Fully another complex. Krka also implements measures
comprehensive insurance for vehicles abroad wasithin complexes to reduce the likelihood and
changed to introduce a deductible and standardonsequences of damage events. These measures,
basis for agreeing vehicle insurance. Thesdhe insurance company recommendations
measures should reduce the number of damagenplemented and modern risk management
claims dealt with, and reduce the costs of repairapproachesare prelanned and economically
while impring vehicle availability and user justified, and generally exceed legal technical and
conduct. technological requirements.

In the field of property insurance, Krka is workinig the first half of 2010 Krka incurred 76 loss events,
specifically on establishing new fire protectioted in number by motor vehicle damage, followed by
complexes in order to limit maximum potential logkamage to goods during transistarabe, and

to property and hence also losses from businesgamage to equipment and inventories due to the
interruptio . At the main Lol erryopprecigitatient i on | ocati on
there are currently 10 complexes subject to

Investor information

In the first half of 2010 the investors, which currently hold the highest share of
The ownership share ¢ Krkashare price grew 2%, Krla shares at % The ownership share of
international investors i While over the same period Slovenian individuals, Slovenian investment
the highest to date. the main Slovenian index, companies and funds, and other Slovenian
the LJSE Composite, lost companies fell slightly over the period. At the end of
13% in value. Over the period the largest increasiune 2010 Krka had a total of 81,493 shareholders.
in ownership share by group was for international

Ownership structure (%)

Individual Slovenian investors 441 446
Slovenska od@E®DPdni nska drughb. 150 150
Kapi t al &AD&Prdi pokajnimski si{aes 102 102
Slovenian investment companies & funds 6.1 70
Other Slovenian companies 8.6 89
International investors 114 9.7
Ownshares 4.6 4.6
Total 1000 1000

In the first half of 2010 Krka did not acquire oKrka held 1,626,620 treasury shares, representing
dispose of any treasury sh&@es30 June 2010,  4.6% of nominal capital.
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Ten largest shareholders in Krka as at 30 June 2010

SLOVENSKA ODGKODNI NS Slovemi 5312070 1499 1572
KAPI TALSKA DRUGBA, D Sloveri 3,493030 9.86 1033
NEW WORLD FUND INC USA 835400 2.36 247
LUKA KOPER, D.D. Slover 434770 123 129
UNICREDIT BANK AUSTRIA AG Austa 430065 121 127
NFD 1 DELNI GKI | NVES Slover 400261 113 118
ZAVAROVALNICA TRIGLAV, D.D. Slover 388300 11 115
DELNI GKI VZAJEMNI SK Slover 379598 107 112
BANKA CELJE D.D. Sloveni 235342 0.66 0.70
MARIFARR.O.O. Slovemi 225000 0.64 0.67
Total 12133836 3425 359

The ten largest Krka shareholders together hel®n 30 June 2010 members of the Management
12,133,836 shares on 30 June 2010, representirgoard and Supervisory Board together held 50,895
34.25% of all shares issued. company shares or 0.1437% of all issued shares.

Shares in Equity and Voting Rights of Krka Management Board and Supervisory Board Menf@bers as at 3
June 2010

Management Board members

Joge Col aril 22500 0.0635 0.0666
Zvezdana Bajc 1,660 0.0047 0.0049
Al eg Rot ar 12770 0.0360 0.0378
Vinko Zupanl i 120 0.0003 0.0004
Danica Novakalnar 0 0.0000 0.0000
Total Management Board members 37,050 0.1046 0.1096
Supervisory Boanthembers

Joge Lenil 180 0.0005 0.0005
Matjag Rakovec 400 0.0011 0.0012
Franc Gagek 540 0.0015 0.0016
Julijana Kristl 230 0.0006 0.0007
Vincenc Man| ek 11543 0.0326 0.0342
Moj ca Osolnik Vid 452 0.0013 0.0013
Tomag Sever 500 0.0014 0.0015
Sergeja Slapnil ar 0 0.0000 0.0000
Mateja Vreler 0 0.0000 0.0000
Total Supervisory Boantembers 13845 0.0391 0.0410
Total Management Board al

Supervisory Board Members 50895 0.1437 0.1506
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Trading in Krka shares in the first half of 2010
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Aftergrowth in 2009 the Krka share price calmed iin Krka shares over the fir#rc'f; tsrgz;%s Sigri?f’%: tt::

2010 The lowest price was reached at the start ofalf of 2010 was EUB® | jjpljana stock exchange i

March (EUE3.28), while the highest was at the thousand. the first half of 2010.
end of March when it reached7EI3R. As at 30
June 2010 the Krka share price waB5E31R In the first half of 2010 Krka was the most traded

security on the Ljubljana Stock Exchange.
Krka's markeaitalisation as at 30 June 2010 was
EUR2,320.8 million, while the average daily trading

Business operations analysis of the Krka Group and Krka Company

The analysis includes data for the Krka Company and Krka Group, while the commentary relates primarily |
Krka Group.

Revenues
Sales for period Krka Company recorded ABroup sales 5% up, an
500 " a7 I increase of 13%. The Krk&ompany sales 13% ap
50 Company generated salethe same period last year.
416 421
400 revenues of EUR7.5
5 350 million from the sale of prescription
€ N0 pharmaceuticals, gaédication [macts,
's 250 cosmetics and animal health products, while the
200 Krka Group generated BO®RO million from sales
150 of these products plus sales of health and tourist
v services.
50
162008 1612009 162010 The Group generated over 84% of its sales from
Krka Company Kaka Group prescription pharmaceutical salescaaase of

4% on the comparable period last year. Ninety per
The sale revenueithe Krka Group increased by cent_ of Group_ sales were generated on markets
5% compared to the first half of last year, while tiitside Slovenia.
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Together with other operating and financiah more detailed analysis of the sales results

revenues, the Group generated total revenues aichieved by individual market and product groups is
EUR516.2nillion, and the Krka Compan provided within this report in the Marketing and

EUR490.6million. Sales section.

Expenses

The Kr k a Gr o inpréased 3% @ampdred to the same period last
The  Group's total expenses fohe first half of year, and their ratio to sales was 38.2%. The ratio to

experses are 6% highe 2010 totalledEUR 401.9 sales wa23.% for sales and marketing expenses,
lthatn for the same perio.  mjllion, 6% higher than for which increased by 8% on the same period last
ast year. the same period last year. year.

The Krka Group recorded operating expenses df h e Krka Groupbos R&D exp
EUR399.5million, EURS0.9illion of which were  15%, and the#tio to sales was 9.6%. Since they
related to production costs of goods sold,are not capitalised by the Group, overall R&D costs
EURL19.3nillion to sales and marketing costs, are recognised as expenses for the period.
EUR48. Imillion to R&D costs and Administrative expenses increased by 7%
EUR41.1million to administrative expenses. compared to the same period last year, and their
ratio to sales was 8.2%.
The Groupods producti on costs of goods sol d

Operating results

Net profit for period The Kr k a Groupobs oper a
0 59 EURL06.9million was 9% lower that for the first
91 half of last year. At EL1R.4million, the ptax
o M om Yo profit was 11% higher than for the same period last
year.

60

in EUR million

Corporate income tax totalled 2BL2Rillion
40 (EUR27.0million  was levied tax and
minu€EUR3.8mi | | i on deferred t a:
: effective tax rate was 20.3%.
1.6/2008 1.6/2009 1.6/2010 The Group©6s Ale2miliop,wbidhi t wa
Kika Company Kka Group was 17% higher than the net profit for the first half
of 2009, while the net profit of the Krka Company
totalled EU®B.6million, up 19% on the same
period last year.

Assets

The Kr ka Gr oupvich oeermls weresworth t&EL&RMillion, was
Krka Group assets are 8 the end of June totalled property, plant and equipment, which at
gg(';ger than at the end ¢ EyR1 450.6nillion, up by  EURG59.2million represented 45.4% of total Group
' 8% on the end of 2009. The assetsThis was an increase of 2% compared to
ratio of neourrent assets to total assets was the start of the yehlrtangible assets were worth
56.3%, a reduction ofr f@ercentage points EURL23.4 million at the end of June.
compared to the start of the year.
During the first half of 2010, current assets
The most significant item undezunant assets, increased by 19% compared to the start of the year,
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rising to EUBB3.9millionlnventories increased by receivables increased by 6% t@&IBnillion.
16% over the period to BURImillion, while

Equity and liabilities

The Gr oup6s of teta uGroumssets. In the current liability
Krka Group equity are twe increased by 6% compared  structure, operating liabilities were 32% higher than
thirds of total equityral  tO the end of 2009, and now at the end of 2009 at BBRmillion, while short

liabilities. represents 67.4% of total term borrowings were down 46% to
equity and liabilities. EUR27.6million. Other current liabilities were worth
EURLO1.8nillion, an incsEaof 77% compared to
Noncurrent liabilities were worthZ23@R million, the end of 2009. The increase is primarily due to the
16. 4% of t he Gr o-tenmd s liabititiesaincurrea bysthee tdisidend jhagnmegt of EUR
provisions, which were worth1B98&million at 1.10 gross per shar e, i n

the end of June, were 2% higher than at the end @bth General Meeting, held on 17 June 2010.

2009, while the value of -lemg borrowing

effectively did not change. The combined value of-teng andshorterm
borrowing was 15% lower than at the end of 2009.

Current liabilities increased by 29% compared to the

end of 2009, down to P33R 3million, or 16.2%

Performance ratios

Peformance ratios for the first half of 2/ The Kr k a Group 0s net mar ¢

s 298% q305 Company: 20.7%), the EBIT margin was 21.4%
(Company: 23.5%), and the EBITDA margin 29.3%

25% S (Campany: 29. 8%) . The Krka

o 2059 9206 19.2% (Company: 20.5%), and the ROA was 13.1%
(Company: 14.4%).

15% 14.4%) 3106

10%

5%

0%

Netmargir EBIT margi EBITDAmarg ROE ROA
Krka Compar Krka Grouy
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Marketing and sales

In the first half of this year, the Krka Group an&UR500.0million, while the Krka Company
Company exceederdales. dlet wchievedaes of BAVMRES milliena
Krka Group achieved sales worth

Sales by region

The Groupobs | argest s thd thisl largest gales negionvfrsthe Peeiagl,i wotn
Central Europe with sales of Il5BR million or EURL05.1 million and 21% of overall sales. Sales
31% of overall Group sales. It is followed in salée Region  SodHast Europe reached
volume by Region East Europe, with EURG8.7million (14% of Group sales), while sales
EURL119.7million or a 24% share of Group sales.on the Slovenian market totallecb&8Rilion,

Region Western Europe@vetseas Markets was  one tenth of total Group sales.

in EUR thousand | 1.6/201(___1-6/200¢__Ind.
Slovenia 50835 52709 96 37677 37022 102
SoutkhEast Europe 68745 63913 108 70262 61420 114
EastEurope 119731 117299 102 127882 97819 131
Central Europe 155583 136329 114 152747 134929 113
West Europe and Overseas Ma 105138 107595 98 88980 89592 99
Total 500032 477845 105 477548 420782 113

Krka Group sales by region in the first half of Krka Group firdtalf sales by region for 2009
2010 and 2010

160 156

10% 140 136

Slovenia 117120

14% 108 105
South-East Europe 100

21%

East Europe
64 69

in EUR million

Cenfral Europe

60 53 51

West Europe and 40

31% 24% Overseas Markets

Slovenia  South-East EastEurope  Central  WestEurope
Europe Europe  and Overseas
Markets

1-6/2009 1-6/2010

Slovenia

Krka generated sales of products and sales iThe highest proportion of sales by product group
Sloveniaworth EUR 50.8 milbwar the first six came from prescription pharmaceuticals with
months of 2010, which is 4% down on the samBUR30.5million, while sales of BURnillion

period last year. The reason for the fall in sales wagere achieved for -se#fdication products and

the reduced sale of health and tourism services lgposmetics,nal EUR 1.3 million for animal health
the Terme Krka Group, as the Talaso Strunjaproducts. Sales of health and tourism services
business unit watosed for almost four months contributed EUR.0 million to the overall result.

due to renovation work.
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The besselling pharmaceutical brands were own domestic marketnfiany years. Over the first
Prenessa (perindopril), Atoris (atorvastatin), Ultdpalf of 2010, established products in the prescription
(omeprazole), Loristdosartan) and Enap pharmaceutical group were joined by Emozul
(enalapril), while the top sellers in the self(esomeprazole), while thenwsdication product
medication group were Nalgesin, Bilobil (ginkgmange was enhanced with the addition of-new 20
biloba) and Septolete. tablet packaging for Nalgegimafroxen). A new
product in the animal health field was Fypryst
Krka, with a 13% market share, has been théfipronil), usédr small animals.
leading prescription pharmaceutical company on its

SouthEast Europe

Krka Group sales on the markets of Regien Soutkpantoprazole).

East Europe were 8% higher than for the same

period dst year. Total product sales were worthBosniaHerzegovinais one of the markets

EURG8.7million. The highest sales growth was returning significant growth, 9% by the end of the

achieved in Romania, Bddaizegovina and first half of the year, with a total figues of

Macedonia. Sales growth was somewhat lower BURS.1million. This has further consolidated

Croatia, Bulgaria, Serbia and Albania. Krkaods |l eading position

pharmaceutical producers. The bestselling products

Krka is still the leading Croatiais one of the key  on this market are Enap (enalapril), Zyllt
foreigngeneric producer ~ Krka markets, contributing (clopidogrel), Coryol (carvedilol), Naklofen

in Croatia. almost onthird of total (diclofena@nd Lorista (losartan).
sales in the region. Sales of
EURRO. 3 million maint ai paed iMacedoniadren by 6% dompaged o thes i t i ¢
among foreign generic producers in Croatia. same period last year, reaching a value of

EURS5.9million. Krka is the leading foreign generic
We retained our piosi as market leader in the producer by sales volume. The largest contribution
therapeutic groups of statins and antimicrobials, ato overall sales came from Enapgghalanzul
our pharmaceuticals also have a strong presendgansoprazole), Helex (alprazolam), Atoris
among proton pump inhibitors, ACE inhibitors an@torvastatin) and Cordipin (nifedipine). Our product
benzodiazepines. range was further expanded with the newly
launched products Doreta (paracetamol/tramadole),
Our bestselling pharmaceuticals in Croatia ar&nyglid (repaglinide), Oprymea (pramipexole) and
Atoris (atorvastatin), Zyllt (clopidogrel), LanzulVizarsin (sildenafil).
(lansoprazole), Enap I@md), Vasilip
(simvastatin), Ciprinol  (ciprofloxacin), Helex Sales on thBulgariamrmarket in the first half of the
(alprazolam), Ampril (ramipril) and Tenoxyear totalled EBRLmillion, a slight increase on
(amlodipine). A new official pharmaceutical lighe same period last year. Our leading sales
entered into force at the enduok, which products on the Bulgarian market are Lorista
included Elicea (escitalopram). (losartan), Atoris (atorvastatiry, (€nalapril) and
Rawel (indapamide). In the first half of the year we
Romaniai s Kr kads second |[launched the newmaoductgdsacar (valsarthné
region and only just behind Croatiasrvehime. hydrochlorothiazide), Emanera (esomeprazole) and
Sales of EUBB.9milliorwere30%highethan the Zyllt (clopidogrel) and added new forms to a number
figure achieved in the first half of last year. Thisf existing brands.
came pmarily from products for human
consumption, including both products establishefiotal salesnothe Serbianmarket were worth
for a number of years such as Bilobil (ginkgieUR3.3million. Cooperative production was
biloba), Enap (enalapril), Ciprinol (ciprofloxacingstablished on this market, but the deselection of
Rawel (indapamide), Tenox (amlodipine) andgome of our products from the approved list and
products launched over the yemt Oprymea price pressures led to lower sales compared to the
(pramipexole), Prenessa (perindopril), Zyllsame price last year. Thesblisty products are
(clopidogrel), Lorista (losartan) and Nolpazazyllt (clopidogrel), Atoris (atorvastatin) and Vasilip
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(simvastatin).  Atoris  (atorvastatin), Fromilidbestselling products are Lorista (los&imtap),
(clarithromycin), Ampril (ramipril) and Coryo{enalapril), Ciprinol (ciprofloxacin) and Zalasta
(carvedilol) were placed on the approved list in mi(blanzapine).
June. At the same time we ladnthe new
products, Nolpaza (pantoprazole) and ValsacdnKosovosales were worth ERIR million, or 1%
(valsartanj both of which were placed on the more than for the same period last year. Sales
approved list. growth was significantly highktomenegraat

64%. This was largely due to theyparta of the
In Albaniasales were worth ERIR million, 8% products Kamiren (doxazosin), Lorista (losartan)
lower than in the same period last year. Thend Atoris (atorvastatin).

East Europe

Over the first six months of this year, KrkaGood half year results were

generated total sales of ELAR7 million on the also recorded by theCapacity is  being
markets of Region Hastope, 2% higher than for subsidiary Keus, which ﬁéﬁgﬂﬁﬁgﬁt E;'dtah‘f E[‘kda

the same period last year. Sales growth wasneet onethird of the Rrys | jogistics centre ha
achieved on the markets of the Russian FederatioR,u s s i a n mar kserted s demand

Ukraine, Uzbekistan, Mongolia, Tajikistanfor Krka products. The

Turkmenistan, Armenia, Maldod Kyrgyzstan. planned stamp of a new packaging line and start

On the other markets, sales matched lash gea of constation work for the new iRusll

figure or were down. production and distribution centre will provide
additional production and logistics capacity and

The key market of Bessian Federatipmith a further consolidate Krkabo

74% share of sales is the most important market producer.

t his region and indeed Kr kads | argest i ndi vidu

market. Sales in the first half of the year totalledrka has an excellent reputation among Russian
EURB8.2million, an incsma of 2% on the same  health professionals and the general public, which is
period last year. confirmed by the results of recent independent
market research by the pharmaceutical weekly
The biggest contribution among prescriptiolFar ma c e v t i dn@ thekBrapd of/tleesyean i k
pharmaceuticals came from Enap (enalapril), Loristavard won by Pikovit.
(losartan), Vasilip (simvastatin), Orsoten (orlistat),
Atoris (atorvastatin), Zyllt (clopidogrel), Macropen Ukrainethe pharmaceutical market is gradually
(midecamygiand Ultop (omeprazole). Outstandings t r engt heni ng, contributi
among these was Orsoten (orlistat), which wagrowth in sales, which reachedLEBRnillion in
launched this year and already ranks sixth by salethe first half of 2010. The we@mtribution came
Sales also started well for the -lammighed from the bestselling products Enap (enalapril),
products  Perineva  (perindopril),  NipertenAtoris (atorvastatin), Naklofen (diclofenac) and
(bisoprolol) and Nolpaza ¢paatole). The Lorista (losartan). Lorista saes 20% to make it
bestselling seffedication pharmaceuticals were Kr k a 6 mnkdd produdt ¢n the market. Mention
Pikovit and Herbion, while the leading animal healgihould also be made of theresifation product
products were Enroxil (enrofloxacin), Flororgroup, in which sales grew once more after last
(florfenicol) and Kokcisan (salinomycin). year 0s fsallind produtts ae the drartds
Herbion and Bilobil (ginkgo biloba).
Krka products are market leaders in the statins
graip, mulritamin preparations without minerals Business was also successtithekistann the
for paediatric use and pharmaceuticals to tredirst half of the year, where Krka exceeded last
colds. Our products also have a strong presencee ar 6 s sales results by 3
among macrolide antibiotics, ACE inhibitors anBUR4.3 million became the thamked foreign
combinations with diuretics and in the platelgpharmaceutical producer. The largest contribution to
aggregation ibfiors. We are rapidly increasing our total sales growth came from prescription
market share of sartans. pharmaceuticals, with sales growth of 67%. The
bestselling rpducts over the period were Enap
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(enalapril), Hiconcil (amoxicillin), and Macropedue to increased imports of pharmaceuticals

(midecamycin). intended to alleviate the symptoms of anfitienz

the end of last year. The largest contribution to
In the first half of 2010 Krka sakeszakhstan sales came from Enap (enalapril), Ampril (ramipril),
totalled EUR1 million. The 5% fall in sales can be Sulfasalazin (sulfasalazine) and Lorista (losartan).
ascribed to a fall in the populationés purchas
power and, hence, lower sales ahesditfation In Azerbaijarsales remained at the same level as

products. Sales of prescription pharmaceuticalist year. The 21% fall in sales -ofiesiglation
increased by 9% over the same period. Theroducts was made up in full by the 14% higher
bestselling products were Enap (enalapril), Vasilgales of prescription pharmaceutic@gotgia
(simvastatin), Zyllt (clopidogrel), Rawelthe 16% fall in sales was primarily due to price
(indapamide) and Larifibsartan). The product adjustments in line with the new act on
selection was broadened over the period witlpharmaceutical prices and imports. In March Zylit
prescription pharmaceuticals Prenessa (perindopriflopidogrel) was launched on this market. Despite

and Valsacor (valsartan) and twmesgtfation unfavourable economic conditions, Krka recorded

products from the Herbion brand. growth ilirmeniaandKyrgyzstarof 1% and 4%
respectively. The favourable results were helped by

Sales in Moldova reached EUR8 million, the launch of Atoris (atorvastatin) in Armenia and

represeing growth of 3%. The -beking Amprilan (ramipril) in both countrib®nigolia
products in the prescription pharmaceutical groupthe 19% growth was due mainly to a 21% growth in
which represents 81% of total sales on thé marketsales of prescription rpieceuticals. Lorista
were Enap (enalapril), Ampril (ramipril), Kaptop(ilosartan) and Pikovit Complex were both launched
(captopril) and Ciprinol (ciprofloxacin). over the period. TurkmenistarKrka achieved

sales growth of 166%, primarily due to increased
In  Belarus Krka sold products worth purchases by stawned pharmacies, while in
EURL.6million during the first six months of theTajikistanthe growth of 7% was mainlytaue
year. The lower sales compared to the comparabfgescription pharmaceutical sales increasing by half.
period last year were caused by market saturation,

Central Europe

Total sales in Region Central Europe over the firBirka has atsbeen very active in broadening the
six months of this year selection of products on the market, with Doreta
Central Europe is Krka' reached EUES5.6millio, (paracetamol/tramadol), Elicea (escitalopram),
largest = and  fastes! \yhich js the highest of all Cezera (levocetirizine) antalsacor (valsartan /
growing sales region. five regions. Sales growth hydrochlorothiazide) were all launched during the
on most markets in the region led to overall growflrst quarter. Inettrsecond quarter the product
of 14% compared to the same period last year. range was further enhanced with the products
Ampril HD and HL (ramipril/hydrochlorothiazide),
Poland i s one of Kr kaods Kharbig/(candesartdn)e and new foems:dMirzaten ODT
represented 43% of total saléseimegion over (mirtazapine), Zomiren SR 2mg, (alprazolam),
the first half of 2010, with sales od&B&/Rillion Ampril 2.5mg (ramipril) and Kven@iGmg3
and growth of 20%. (quetiapine).

The prescription pharmaceutical group remains ttgales of selfiedication products decreased by 4%
mo s t i mportant, wi t hi rompated to the sKkmekpariddslast lyears whieetthel i n
products are Atoris (atorvastatin), which is also tHeading products in the group remained Septolete
leading phaguweutical for treatment of excessive and Bilobil (ginkgo biloba). Sales of animal health
cholesterol, Lorista (losartan), Zalasta (olanzapinpyoducts were also slightly dow)) (&% the
Nolpaza (pantoprazole), the number one generigestselling products being Enroxil (enrofloxacin)
pantoprazole on the Polish market, Valsacoand Floron (florfenicol). The animal health product
(valsartan), 2Zyllt (clopidogrel) and Vasiliprange was extended in June with the product
(simvastatin). Fyprystfiproni). The sale of cosmetics products

started on the Polish market in March with the
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launch of the entire Fitoval product range. 58%. Special mention must also be made of Zyllt
(cl opidogrel), | aunched
On theCzechmarket, second in the region by size, fifthranked product by sales value. Sales of animal
Krka sold products worth EUR 31.0 million over thealth products wexlso successful, growing by
first six months of the year, a result slightly behir@D%, sethedication products less so, with a slight
Il ast yhalhfigues. THeimais tause of the fall in sales.
lower sales was the reform of the healthcare
system. Our bestselling prescription pharmaceutic@n theSlovakiammarket there was a 6% growth in
products in the Czech Republic are Atorissales, which overall totalled EUBRmillion. Our
(atorvastatin), Lorista (losartan), Prenessamost important products on this market were Atoris
(perindopril), Ampriimigil), Asentra (sertraline), (atorvatatin), Prenessa (perindopril), Valsacor
Lanzu(lansoprazole), and Lexaurin (bromazepam)(valsartan), Nolpaza (pantoprazole) and Fromilid
Kr kaodos -Jmedzxationrog this redrkét was (chlarithromycin). The highest growth, 82% of sales,
Nalgesin (naproxen). was achieved with Nolpaza, which became the
fourth ranked Krka product by sales on the
Sales on thdungariarmarket were very close in  Slovakian market. $edflication product sales
value to those in the Czech Republic atwere lower than the first half of last year and were
EUR30.0million. Sales increased by 27% worth EUR.8million.
compared tihe first six months of last year. The
highest sales came from Atoris (atorvastatin)The highest growth on the three Baltic markets
Prenessa (perindopril), Nolpaza (pantoprazole}31%) was recorded on the smallest market,
Lorista (losartan), Zyllt (clopidogrel) and LanzEstonia Growth was also dowligt irLithuania
(lansoprazole). The highest growth among thesehile inLatva sales were comparable with the
products was achievéti Nolpaza (pantoprazole), figure for the same period last year.
at 51%, and Lorista (losartan), with sales growth of

West Europe and Overseas Markets

In Region West Europe and Overseas Markets Krklae Nordic countriesthe UK and Portugal with
achieved sales of products and services wortkthe highest growth achieved in Po8paigiand
EURL05.1 millior2% less than for the first six the Nordic countries. On the markets of western
months of last year. Europe, Krka success continues with high market
shares forgeneric clopidogrel, lansoprazole,
We pl an t o matglclazide aSR, permdoprib svith combination,
On regulatory free sales figures in the region by pantoprazole and enalapril. In March we were the
markets in West Europ  the end of the year. The first to launch a generic losartan and a
we succesfully and befor s R .
competitors  launchec second half_o_f the year looks Iosartan/hydrochloroth|a2|qle comblnatlon. in most
generic esomeprazole. very promising, with the western European countries as weallirashing
launch of generic  esomeprazole in Denmark, anBlugtria one
esomeprazole on most of the most importanionth later.
westerfuropean markets.
In the animal health group, mentiomenustde
Prescription pharmaceuticals represent the largest the two main mark@srmany and France. In
proportion of overall sales by product group at 95%rance we started to market tablets with generic
The bulk of sales are still generated via partndtorfenicol under the Krka brand, avst &iabled
companies, but the 2010 first half sales were up aales compared to the first six months of last year.
the first half of 2009 inralkka 6 s s u b s i d Indotai sales far this préducs group increased by
region, with Krka Sverige (Sweden) doingmore thaane quarter.
particularly well due to the successful launch of
esomeprazole in Denmark, and sildenafil andn theoverseas marketsur operations improved
montelukast in Finland. Sales oft E@Rmillion in Iran where sales almost doubled compared to
were doubl e | ast year 0 dhe ffinstrhalt daktaykaf, with forther egeowth
expected in future.
The most important marketSarmany, France
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Sales by product and service group

Human health products were the most important ocosmetics  sales  were  together  worth

the Groupds overall s a EURSD.5nfillmnm. Saled ef arfimalr hedth phoduict§ o f
with a share of almost 94%. Tgteedt sales were worth EUR.7million, representing 3% of

within this product group, with a value ofKrka Group sales. Health and tourism service sales
EUR420.5million, were achieved for prescription were worth EUR.Omillion, 3% of total Group
pharmaceuticals, while -reelfication and sales.

in EUR thousand 1-6/201(  1-6/200¢  Ind.]

Human healfroducts 470920 448235 105 462299 406871 114
- prescription pharmaceuticals 420538 403633 104 409839 366313 112
- selfmedication products 47534 40709 117 49547 36955 134
- cosmetics 2,848 3,893 73 2913 3,603 81
Animal health products 14689 12742 115 14402 12753 113
Health resort and tourist service 13998 16244 86

Other 425 624 68 847 1,158 73
Total 500032 477845 105 477548 42Q782 113

Krka Group sales by product and service group for the first half of 2010

3%
3%
1%
0,

e Prescription
pharmaceuticals
Self-medication
products
Cosmetic products

Animal health

products

Health resortand

tourist services
84%

Prescription pharmaceuticals

o ~ The Krka Group sold on he mieized markets was the growth of the
E;fesscrifé'r%gse dpri‘r‘;"r(r:n;‘if:l“;i prescription pharmaceuticals markets in Romania (34% growth), the Nordic
SouthEast Europe anc Worth EUR20.5 million, countries (29%), Lithuania (14%) and Portugal,
Slovenia. achieving 4% sales growth where sales increased over four times. On smaller

compared to theamse markets for Krka prescription pharmaceuticals
period last year. Sales increased most in Regiosales, high growth wasieadd in Uzbekistan
Central Europe (15% growth), RegiorESsuuth  (68%), Estonia (34%), Macedonia (19%) and Spain,
Europe (9%) and Slovenia (2%), while in Regiowhere sales increased by almost four times.
Western Europe and Overseas Markets sales
remained at the same level as last year. In Regiorhe ten leading prescription pharmaceuticals by
East Europe salevere 4% down on sales for the sales include Enap (enalaptd)is (atorvastatin),

comparable period last year. Zyllt (clopidogrel), Lorista (losarfRmnessa
(perindopril), Nolpaza (pantoprazole), Lanzul
On Krkads | arger ma r k glansoprazdlel), e Vasilip g (sienadtating r falastah i

prescription pharmaceuticals compared to the sanfelanzapine) and, for the first time, Valsacor
period in 2009 was achieved in Hungary (29%valsartan). The highest growth was achieved with
growth), France (28%) and Poland (21%). NotabMalsacor (valsartan), Prenessa (perindopril) and
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Zyllt(clopidogrel), all three with sales growth ovelaunch of Lorista (losartan) in many eastern
60%, and Lorista (losartan) and NolpazaEuropean markets. The most important launches
(pantoprazole) with growth of over 30%. also included Elicea (escitalopram) in Poland,
Slovakia, Lithuania, Latvia, Estonia and Croatia, the
In the first half of 2010 Krka launched several nelaunch of Nolpaza (pantged in Ukraine,
products that will make a significant contribution ®omania, Serbia and Albania, the launch of
growth in coming wedProducts with new active Prenessa (perindopril) in the Russian Federation
substances include esomeprazole (proton pumand Ukraine, the launch of Valsacor (valsartan) in
inhibitor), which was launched in Denmark, Irelan8grbia, the launch of -\@isacor (valsartan
Austria. and Hungary (Emanera) and twohydrochlorothiazide) in Poland, Slovakia and
antihypertensives from the sartan group: OlimestBulgaia, the launch of Nimvastid (rivastigmine) in
(olmesartan), launched in Latvia, ands Karb Romania, Slovakia and Czech Republic and the
(candesartan), launched in Poland. Two newaunch of Doreta (paracetamol/ tramadol) in Poland,
products i n Kr kads p the® Ckzech Republicand dlacedonia. e t he
antinypertensive Niperten (bisoprolol), launched in
the Russian Federation, and the antidiabetic Enygldiost marketing activities were aimed at promoting
(repaglinide), which was launched in Germany amtoducts in key therapagrozips, and that focus
Macedonia. will continue throughout the year. These are
primarily medicines to treat high blood pressure, to
There were numerous launches of existing productdasma lipids, aunliter pharmaceuticals, and
on new markets, the most important of whiclpharmaceuticals to treat conditions of the central
included the launches of Zyllta (clopidogrel) imervous system.
Romania, Bulgaria, Kazakhstan, Moldova, Estonia,
Austri a, Sl ovakia and Portugal, the | aunch of
own brand lagan in Germany and Austria and the

Seltmedication products

Growth in seffvedication Sales of_ se‘rne.dication compare d to | ast year 6s
sales was achieved i Products in the first half of 9% in Region Sodist Europe. Krka was
southeast and east 2010 were worth particularly successful in Romania (26% growth)
Europe. EURA7.5million, 17% more  and Seiila (10%).

than for the same period last
year.Over this period, there has been a positiveKr k a 6 s 4nediation rprpdudseate fBilobil,
trend on the markets of seashern and eastern  Pikovit, Herbion, Septolete and Duovit, to which the
Europe, while in Slovenia and the markets of centmalajority of advertising and other promotional
Europe there was a slight fall. activities are dedicated.

Sales increased most on the markets of easterNewlhaunched products (Septolete  plus
Europe (31%), with notabtzess in the Russian  honey/lime, Bilobil 120, RR&ovit Prebio and
Federation (33%), Georgia (14%) and MongoliRikovit IQ/Omega, Herbion syrups) also contributed
(12%) and Ukraine, where sales recoveredo the positive sales trend.

Animal health products

. . . . Highest animal healtt
Sales ofnimal health products in the first half ofFederation  (43%). Tl product sales growth ir

the year totalled EUR7million, an increase of performance in Regii Western Europe ani
15% on the same period last year. Central Europe was al Overseas Markets.
successful (10% growth),
The highest sales group by region (26%) wasvith high growth in Hungary and Lithuania in
achieved in Region Western Europe and Oversegmrticu ar . Sal es remained at
Markets, particularly in Frareren&y and Spain.  markets of Region Sdealst Europe, with average
Sales growth continued on the markets of Regiosomewhat raised by 25% growth in Serbia. In
East Europe (25%), especially in the Russian
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Slovenia sales were 3% down on sales for thésalinomycin) and Ecocid S/Oxicid S. Fypryst
comparable period last year. (fipronil), launched this yisagpidly approaching

the togen bestsellers.
The leading brand Enroxil/Efaofloxacin) is
still strengthening with growth of 28%. Other leadifdarleting activity focused on the leading brands.
brands include Floron/Fenflor (florfenicol), Kokcisan

Cosmetic products

The Krka Group achieved cosmetic product salesffected sales of cosmetics.

worth EUR.8 million, a fall 86 on the same

period last year. In Slovenia we increased sales Byhe most important products are those from the
onetenthwhile sales fell in the Russian FederationFitovaland Vitaskin group, with muatketing

and Ukraine whel@ver purchasing powes activitiefocusewn them.

Health and tourism services

In the first half of the year sales of spa, tourist anzhpacity in the first half of the year.
health services totalled E&Bmillion, which is
14% down on the same period last year. The caugéhe investment in the Talaso Strunjan business
of the fall in sales was thsucé of the Talaso  unit, one of the mospydar spas in Slovenia with
Strunjan business unit for almost four months due tme of the highest occupancy levels, was worth
renovation work, which had an effect across aEUR7.7million, and has increased pool and
elements of the Group's operating result. accommodation capacity, with a specific focus on
the new space for health activities and hydrotherapy
The largest contribution to overall Group revenuemnd the Salia relaxation centeseTacquisitions
came from hotel activities, which edotall offer Strunjan even greater possibilities to develop
EUR4.6million. The highest occupancy of thalasotherapy programmes and Mediterranean
capacity76 %was at Ter me GmainspiredgdergicesT gt Iwill anake it the leading
while Terme Dolenjske Toplice operated at 68% tifalasotherapy centre on the coast.
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Research and development

In the first half of 2010 market authorisations we@ver the same period ' Firstmarket authorisations
acquired for 10 new products in 22 forms. acquired395 new marke for 10 new products in 2
authorisationsacross a ™M
number dafifferent markets.

Prescription pharmaceuticals

Market authorisations were acquired for 5 newonclusion of DPs for two new products:
products in 11 pharmaceutical forms and strengtlesomeprazolein the form of gastroresistant
in the prescription pharmaceutical field. capsules in 2 strengths gashtoprazolein
powder form for preparation agegtion solution,
Authorisation for 2 new Authorisations were gained which is a new pharmapeutical form, o_ffering a new
sarns, the global leade for two new products from method for administering the established active
for treating high blood the sartan range, an substance, pantoprazole. The market authorisation
pressure, were gained. important  pharmaceutical for these products has expanded the sales potential
group used to treat for our range of proton pump anbibit western
cardiovascular diseas&n EU decentralised European markets.
procedure (DCP) wasahaded fa€andecomnvith
the active substarm@ndesartann tablet form in National procedures are also continually in process;
four strengths, which acquired market authorisatidghese are important for supplying a good selection
for candesartan in 8 European states. A centralised new products in eastern and southeastern
procedure (CP) was carried out with the Europediuropean countries. New market authorisations
Medicine Agency (EMEA) to acquire a marketvere acquired on the Russiarket for
authorisation for the entire Europeanfanibe pharmaceuticals from #aetan group. Market
new producTolura with the active substance authorisation was acquired via national procedures
telmisartan, in tablet form with 3 strengths. forFirmasta filmcoated tablets in three strengths
Telmisartan is one of the most modern sartans dncluding the active substahesartan and the
the market. Globally, sartans are the leadingombined pharmaceuticdsacor H 8% alsacor
pharmaceutical for the treatment of high bloodH 160Valsacor HD 1GGth the active substances
pressure. By are known as a very safe group of valsartanand hydrochlorothiazidin filrrcoated
cardiovascular pharmaceuticals, offering a betteablet formin the Russian Federation we acquired
balance between efficacy and safety than othemew market authorisation€ddrerinevawhich
antihypertensive groups contains a combination pmdrindopril and
indapanidein tablet form in four strengths.
A DP was also used to gain authorisation for a new

form of the combined pharmac&iaiPaénesa Market authorisation was acquired ireasiaim
The product contains a combination of the activEuropean countries for theEle&aproduct with
substanceperindopriland indapamideand is the active substanescitalopramin filrcoated
prepared using a new technological granulatiotablet form. Market authorisations were also gained
process. for furtherrpducts new to these mark@arsin
a filmcoated tablet with the active substance
: Our selection of sildenafi] the combined pharmaceuboakta
Decentralised procedure . . . .
were concluded for 2 nes gastrointestinal with the active substangeracetamoland
proton pump inhibitor Pharmaceuticals from the tramadalEnyglidtablets with the active substance
products. proton pump inhibitor group repaglinideand Ezoletain tablet form with the

was expanded with the active substaneeetimibe

Seltmedication products

Over the first half of the year in timeesitfation concluded for a new prod&epiolete plus with
range the market authorisation procedure wastrawberry flavourin pastille form, further
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broadening th&eptoleterange,one of our key the ingredients required for the biological nutrition of
brands. The market authorisation was concluded fekin during the day and night, in two capsules, one
Septolete Plus honey/lingastilles in Bulgaria  for daytime and one for nigme. The Duovit

and the Czech Republic. range was splemented in Ukraine and the
Russian Federation with a new piodaett, Sila
Notifications wereqaired for the produRiteovit (Power), in chewable tablet form, is a source of

Omega 3and Pikovit Prebiotikn the Russian natural caffeine in a balanced combination of

Federation, which is a key market for both productsatural extracts and vitamins for additional energy

These products are a significant addition to thand greater productivity.

Pikovit range of vitamin products in the food

supplement market segmeatidition to vitamins,  Natifications were acquired for @mgoslim

the products contain Omega 3 acids (Pikovit Omegapsuleproduct on the key markets of Kazakhstan

3) and prebiotic fibres (Pikovit Prebiotik). and Ukraine. The product contains a combination of
important vitaminsgdenitine, caffeine and green

The welbstablished Duovit brand was tea extract and was aimed at helping people to

strengthened with the notification of products oreach and mé&in a balanced body weight.

new eastern European markets. Notification

procedres were concluded in the Russian Bilobil intense capsules were registered in

Federation f@uovit Elegang¢evhich contains all Ukraine.

Animal health products

Market authorisations were active substancarprofenin tablet fornMarket

Market authorisations gained for 4 newnimal authorisation was acquiredRymarfa which is
for 4 new animal healt health products in 10 forms intended for pain relifer operations and in
products in 10 forms. via DPs. degenerative musesheletal systems in dogs.

We concluded a DCP during the first quarter for tidarket authorisation was gained for tRorew
new pharmaceuti¢glprystin solution form for  pharmaceutical in 17 EU states irmaxpierm for
application on skin to prevent infestation by ticqreparation of medicinal food mixes. The product
fleas and lice in cats and dogs. Market authorisati@ontains the active substafiocgenicol and
was gained for the product via in 10 EU stategrevents and treats bacterial infections of the
Slovenia, Hungary, Poland, the Czech Republicespiraty tract in pigs. The market authorisation
Slovakia, Bulgaria, Romania,i&stdtuania and procedure was also concluded for the new product
Latvia. The product, which contains the activoltaroxin oral suspension form in 20 countries in
substancdipronil offers a means of eradicating the European Union. Containing the active
external parasites, a n dubsitascdoitrazpribwhitha prevents and ttreaksi n g |
pharmaceutical range for pets. Coccidia infestatidnsnewborn pigsToltrazuril

and the new pharmaceutical forflori@icol
The product range for pets was expanded in 16 Ehhve expanded our range of antimicrobial and
stats with a new pharmaceutsalarfa with the antiparasitic products for pigs.

Cosmetic products

We also expanded the market possibilitres for t entire  Fitoval Formula product range of
Fitovalline. The-itovalrange was successfully dermatological amtir loss shampoo and lotion,
launched in Poland. In Ukraine we gained marketermatologit antdandruff shampoo and lotion as
authorisation for Fitoval capsules and registered tlomsmetic products.
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Investments

The Krka Group allocated activities that were put on hold in 2009 due to the

Investments in first half o EUR  44.5 million to uncertain conditions were added to the 2010 plan.
e worth BURS  investment in the first half of
' 2010,with EUR2.0million Below are the projects thatlsawnost work over

invested by the controlling company, and EURhe first half of the year.
12.5million by subsidiariésme of the investment

Br Gl jin plant

At the end of April we opened a modern plant farew liquid animal health biocide and Herbion

syrup producti on and dyrups,canddtleissyeari ppoducBan @fl apimah healthT h e

EUR26 million investment concluded anotherproducts and syrups will be further developed.

important phase in technological and production

development. The planned plant capacity after reconstruction is
20 million syrup bottles per, yeg@roduction is

The renovation and upgrade of the new premisesrganised in shifts. The production processes are

took @ce in two phases. In phase one a separatdully automised and computer supported, and the

facility was built for biocide production and poweaant was constructed in accordance with the latest

supply infrastructure and optimised materiatechnological solutions and in line with GMP

throughput, while the second phase was theractice and European standards on dnsdlth

construction of a modern new plant for extract arghfety for people and the environment.

syrup production. Tant is already producing a

Solid dosage pharmaceutical production plant

Work started in June 2009 In January work started on installation work. Work
Solid dosage 0 build a new solid dosage on the facility has been accelerated since the
pharmaceutical plant i production plant at the Krka schedule was shortened. Current work is focused
Krka's largest curreni production complex in  on installation and pharmaceutically clean premises.
investment. Lol na. Thi s  whatumn therdacilityevdl beeready for gradual fitting
production capacity by 2.5 of the technological equipment.
million tablets, coated tablets or capsules per year.
The plant will have five floors with a total surfac€he first production line is set feustartApril
area of 17,0002nThis is currently Krkadar 2011. This year this investment will be worth
investment and will be worthBUillion. EUR40million.

Development control centre RKC

We started construction on the new3 RKC All floors of the facility have been built. In May 2010
development and control centre in September 20080rk startedn final trades and installation works.

The facility has been placed next td RKE According to plans, the main construction work will
RKG2, which it forms a functional and architecturabe completed in the third quarter of 2010, including
whole. RK8 is being constructed for reseagcha t he r oof and f a-ade. Equi

development and control purposes and will includbe end of 2011.

stateoftheart laboratory equipment to monitor and

control the quality of input materials, intermediatBhe move to the new premises is glemnne

products and end products. second half of 2011. The estimated value of the
entire investment is EA2Rnillion.

Spray production line

The planning of new products in spray form led eanliness and explopi@mofing standardshe
the start of renovation works at the productiomntire renovation was concluded on schedule, and
facilities in September 2009 to ensure the requirgatodudbn started in February 2010.
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Expansion of packaging warehouse

This investment will be used to nsedemmil
maximise the capacitythef highbay packaging
warehouse at the existing location. The trades wodnergy, which is supported by government grants.

has all beercompleted. The assembly and

The warehouse extension will be fitted with a
photovoltaic system, which will enable use of so

commissioning of the first two of the planned fodthe complete reconstruction of the warehouse will
new higiay units in underway and they will be be completed in November 2010.
readyforpurpose by midigust.

Expansion of liquid raw material storage facility

The construction of fourm#@servoirs will
expand solvent warehousing capacity, the use @onnections and the switchover from the existing
which has expanded with the start up of an extriastallations will be implemented during the 2010

production line

in the Sinteza 4 plant.

place, and installation work is currently underway.

Thereconditionirig AugusiThe expansion is planned

expansion of the liquid raw material storage facilifgr completion at the end of this year
started in March 2010. The cisterns ady aifre

FBD project

Technical equipment was installed in the first half Bfogramme for Strengthening Regional
the year for a development investment project tbevelopment Potentials 2008, Development

develop new FBD (fluid bed dryer) technologies.

The project is beingfinanced by the European
Union,via the European Regional Developmentimproving competitive potential of enterprises and
Fund. The operation is part of the Operationalesearch excellence.

New projects

Priority 1: Competitiveness of Companies and
Research Excellence; Priority Guideline 1.

New projects are in the conceptual and planningubstance production planSinteza .1 The

stage that will address the need for new productidacation will also need construction of all the
capacity for active substaneeésalid dosage oral
pharmaceutical forms

infrastructure required for production.

In 2010 we are planning to produce the project

The strategic location for the development oflocumentation for construction of a new production
chemical production plants in the coming years is plant for solid dosage oral pharmaceutical forms
Kr ¢ klwere we will construction an active NOTOL 2.

Subsidiaries

Logistics  centre in
Russian Federation wi
be upgraded anc
expanded and new soli
dosage pharmaceutice
plant will be built.

In the Russian Federation
we will upgrade and extend
a logistics centre andesv

factory for solid dosage
pharmaceutical production.
The design concept of the
new factory permits flexible

capacity at the TAD Pharma and Krka Rus
subsidiaries by purchasing new packagmg

The fitting and stapt of these lines is planned for
August 2010.

The health and swimming pool areas underwent
renovation at Terme Krka in Strunjan and hotel

and modular construction of production capacityapacity was increased as part of an overall
over several phases. Six packaging lines will bmvestment value of EURmillion. In spgy the

fitted in phase one.

Construction is plantedtart in autumn, with the
facility set for completion by the end of 2012, witlo the renovated swimming pools, hydrotherapy
production coming on line in early 2013.

foyer and rooms in the Svoboda hotel and the
health centre with specialist clinics and physical
therapy were all renovated. The doors were opened

rooms and Salia relaxation centre during the 1 May
holicys.

We will increase the tablet and capsule packaging
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Employees

This year Krka has again mainly been recruiting nepresentative offices abroad. At the end of June
the fields of marketing and sales for its subsidiarieke Krka Group had 8345 employees, over 47% of
and representative offices abroad, and in researchem abroa@ver half of all employees in the Krka
and development in Slovenia. The number ofGroup have at least a university or higher
employees in the first half of the year increased lpyrofessional degree

159in Slovenia, and by 211 in subsidiaries and

Education structure of Krka Group employees

Educational level

PhD 87 10 82 10
MSc 231 28 21F 27
University education 391z 469 373( 468
Higheprofessional education 75¢ 9.1 69¢ 88
Vocational college education 24¢ 30 24C 30
Secondary school education 166¢ 200 159¢ 201
Other 1441 172 1411 176
Total 834t 1000 797¢ 1000
-in Slovenia 4401 527 424; 532
- abroad 394« 473 373: 468

Scholarships are one method of attracting talenteate also studying at home and abroad in the fields

new employees. At present there are 108 Krkaf specialist knowledge, ityualleadership,

scholarships, largely in the fields of pharmacy angersonal development, foreign languages and

chemistry, though scholarships are also available taformation science. Krka organises most training

outstanding students in other fiklogecest to inrhouse. A team of over 50 internal trainers are

Krka. responsible for ensuring the marketing and sales
employees have all the skills and knowkdge th

Krka takes care of the personal and professionaleed.

development of its staff, and systematically plans

the development of key and promising staff. The@ur employees are motivated to acquire new

development is supported by Krka's ownknowledge and higher qualifications. At present 79

International Management School, whicbsinvolv Krka employees are involved in specialisation,

directors and managers from Krka companies andaster's and doctoral studies, while a total of 406

representatives of f i c eamplogces ara dinvolzed din -tipaet stodiesK r k a 6 s

organisational units in Slovenia. Promisingalongsidéneir work. In the first half of this year, 12

employees selected for career development aremployees completed study programmes.

included in demanding projects, and are offered

specialised trainiagd studies in specific areas of T h e Kr k a Groupods testing

expertise, as well as participating in the specialifhowledge takes place via a national vocational

and project team programme, which has beequal i fi cati on system that

developed within the group. Krka organises trainingractical knowledge relatingheir work in the

themed conferences and other international evenpsoduction of raw materials, final products and

to ensure the exchamajebest practice and the logistics. A total of 639 certificates have been

development of an international corporate culture. awarded since 2002, 497 of which to Krka
employees, and 142 eémployees obther

We invest in continuous acquisition of knowledgeompanies and pharmacies. In July there were 42

and ongoing training for our staff. Our employegseople preparing for examinations as
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pharmaceutical industry team leaders and 71 a8 rangef material and cash bonuses and awards
production process technicians. There is also affer additional staff motivation, and Krka also pays
further 93 candidates in the education process foarticular attentiomits best and longest serving
acquire vocational qualifications as procesemployeedit the Krka Awards Day in June, 364
technicians. employees received Isexyice awards, while
manager and employee of the year awards and
Krka contributes o ite mp | oy e e s 6 q uirmdvationyawasds wdrei afse preaemtdd. In the first
quality of work through preventive and curativlalf of 2010, 207 employees put forward 275 useful
healthcare and a broad range of activities, whicproposals.
contribute to job satisfaction, help the company
attract high quality staff, and ensure good corporakaka also organised a joint social and sports event
performance. for all its employees.
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CONDENSEBNANCIAL STATEMENOISTHE KRKA GROURNVI

NOTES

Statement of financial position of the Krka Group

in EUR thousd

Assets

Property, plant and equipment 659244 649146 102
Intangible assets 123409 126581 97
Deferred tax assets 23961 22392 107
Longterm loans 4520 4,064 111
Investments 5401 5658 95
Othemnoncurrent assets 191 181 106
Total norcurrent assets 816726 808022 101
Inventories 211060 181646 116
Trade and other receivables 355823 334906 106
Shorterm loans 37105 2213 1.677
Current investments, including derivatives 612 834 73
Cashand cash equivalents 29280 13411 218
Total current assets 633880 533010 119
Total assets 1,450606 1,341032 108
Equity

Share capital 59126 59126 100
Own shares -19488 -19489 100
Reserves 153542 150494 102
Retained earnings 782585 728554 107
Equity holders of the parent 975765 918685 106
Minority interest 1,649 1,684 98
Total equity 977414 920369 106
Liabilities

Longterm borrowings 105042 105113 100
Provisions 109527 107536 102
Government grants and grants by the European Union 6,586 6,763 97
Deferred tax liabilities 16728 18422 91
Total norcurrent liabilities 237883 237834 100
Trade payables 95463 72500 132
Shorterm borrowings 27627 51,084 54
Income tdiabilities 10431 1,695 615
Other current liabilities 101788 57550 177
Total current liabilities 235309 182829 129
Total liabilities 473192 420663 112
Total equity and liabilities 1,450606 1,341032 108
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Income statement of the Krka Group

in EUR thousand

Revenues 500032 477845 105
Production cost of goods sold -190888 -174909 109
Gross profit 309144 302936 102
Other operating income 6,312 5487 115
Distribution expenses -119338 -110677 108
R&Dexpenses -48109 -41803 115
Administrative expenses -41122 -38462 107
Result from operating activities 106887 117481 91
Financial income 9915 258 3.843
Financiatosts -2444 -15052 16
Net financiatosts 7471 -14794 51
Profit before tax 114358 102687 111
Income tax expense -23173 -24563 94
Profit for the period 91,185 78124 117
Attributable to:

T equity holders of the parent 91,220 78141 117
T minority interest -35 -17 206
Basic earnings per share (in EUR)* 270 231 117
Diluted earnings per share (in EUR)** 270 231 117

*  Net profit of majority shareholders / average number of shares issued, excluding own shares.
** All shares issued by the controlling are ordinary shares, hence the diluted eamaitigsvasrezheakto the basic
earnings per share.

Statement of comprehensive income of the Krka Group

in EUR thousand

Profit for the period 91,185 78124 117
Other comprehensive income for the period:

Changes in retained earnings -8 -129 6
Changes in fair value of financial assets available for sale -258 247

Deferred tax effeathange ifair value of financial assets ave

for sale 51 52
Translation reserve 3254 -3,835

Total othecomprehensive income for the period 3,039 -3,769

Total comprehensive income for the period 94224 74355 127
Attributable to:

I equity holders of the parent 94259 74413 127
i minority interest -35 -58 60
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Statement of changes in equity of the Krka Group

. Resees  Retainedeamings |

Equity
Other Net profit Net profit  holders
Called Own SHET Legal Statutory Fair value Translatior revenue forthe  carried of the
in EUR thousand capital shares premium reserves reserves reserves reserves forward  parent
Balance atDJan 2010 59126/ -19489 120992 14990 22184 2104 9,776/ 570354 106766 51434 918685 1684 920369
Net profit for the period 0 0 0 0 0 0 0 0 91,220 0 91,220 -35 91,185
Other comprehensive income
the period
Changes in retained earnings 0 0 0 0 0 0 0 0 0 -8 -8 0 -8
Changes in fair value of fine
assets available for sale 0 0 0 0 0 -258 0 0 0 0 -258 0 -258
Deferred tax effect and tax effec
transition to IFRS 0 0 0 0 0 51 0 0 0 0 51 0 51
Translation reserve 0 0 0 0 0 0 3254 0 0 0 3254 0 3254
Total other comprehensive inco
for the period 0 0 0 0 0 -207 3254 0 0 -8 3,039 0 3,039
Total comprehensive income
the period 0 0 0 0 0 -207 3254 0 91220 -8 94259 -35 94224
Transactions with owners recorc
in equity
Formation of statutory reserves 0 0 0 0 0 0 0 0 0 0 0 0 0

Formation of other revenue res
under the resolution of
Management and the Super

Board 0 0 0 0 0 0 0 0 0 0 0 0 0
Transfer of previous period's ne
to retained earnings 0 0 0 0 0 0 0 0 -106766/ 106766 0 0 0

Transfer to other revenue res
under the resolution of the Al

Meeting 0 0 0 0 0 0 0 62285 0 -62285 0 0 0
Dividends paid 0 0 0 0 0 0 0 0 0 -37179, -37179 0 -37179
Total transactions with owners

recorded in equity 0 0 0 0 0 0 0 62285 -106766 7302 -37179 0 -37179
Balance at 30un2010 59126/ -19489 120992 14990 22184 1,897 -6522| 632639 91,220 58728/ 975765 1,649 977414
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Reserves Retained earnings
Equity
Other Net profit Netprofit| holders
Called Oown Shar Legal Statutory Fair value Translation revenue forthe  carried of the Minority
in EUR thousand capital shares premium reserves reserves reserves reserves reserves period forward  parent interest
Balance at 01 Jan®® 59126/ -19489 120992 14990 17184 2,620 9332 450417 102955 42010/ 781473 1823| 783296
Net profit for the period 0 0 0 0 0 0 0 0 78141 -17 78124 0 78124
Other comprehensive income
the period
Changes in retained earnings 0 0 0 0 0 0 0 0 0 -71 -71 -58 -129
Changes in fair value of fing
assets available for sale 0 0 0 0 0 247 0 0 0 0 247 0 247
Deferred tax effect and tax effec
transition to IFRS 0 0 0 0 0 52 0 0 0 0 52 0 -52
Translation reserve 0 0 0 0 0 0 -3,835 0 0 0 -3,835 0 -3,835
Total other comprehensive inco
for the period 0 0 0 0 0 195 -3,835 0 0 71 -3,711 -58 -3,769
Total comprehensive income
the period 0 0 0 0 0 195 -3,835 0 78141 -88 74413 -58 74355
Transactions with owners recorc
in equity
Formation of statutory reserves 0 0 0 0 0 0 0 0 0 0 0 0 0
Formation of othewenue reserv
under the resolution of
Management and the Supen
Board 0 0 0 0 0 0 0 0 0 0 0 0 0
Transfer of previous period's ne
to retained earnings 0 0 0 0 0 0 0 0 -102955| 102955 0 0 0
Transfer to other revenue res
under theesolution of the Anr
Meeting 0 0 0 0 0 0 0
Dividends paid 0 0 0 0 0 0 0
Total transactions with owners
recorded in equity 0 0 0 0 0 0 0 0 -102955| 102955 0 0 0
Balance at@®Jun2009 59126 -19489) 120992 14990 17184 2,815 -13167, 450417 78141  144877| 855886 1,765/ 857651
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Cash flow statement of the Krka Group

in EUR thousand

CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the period

Adjustments for:

T amortisation /depreciation

| foreign exchange differences

| investment income

| investment expense

| interest expense and other financial expense
| income tax

other

Operating profit before changes in net operating current assets and provision

Change in tradeceivables

Change in inventories

Change in operating debts (liabilities)
Change in provisions

Change in grants received from the government and the European Union

Change in otheurrrent liabilities

Income taxes paid

Cash generated from operations

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

Proceeds from sale of property, plant and equipment
Purchase aitangible assets

Purchase of property, plant and equipment

Given lonterm loans

Proceeds from repayment otdéomgloans

Acquisition of nroarrent investments

Proceeds from saleokcurrent investments
Acquisition of current investments and loans
Proceeds from sale of current investments and repaymsrnofciost
Payments in connectiondeitivative financial instruments
Net cashused in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Interest paid

Repayment of lei@gm borrowings

Repayment of shiemm borrowings

Proceeds from sHerm borrowings

Dividends paid

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period
Effect of exchange rate fluctuatiaasiomeld

Net cash and cash equivalents at end of period

34

9118t
69064
39672
3,89¢
-931
1,422
1,84(
2317¢
-8
16Q24¢
-29391
-2941¢
2279(
1,991
-177
7,091
-1018¢
122961

27:
127
-1,88¢
-4571¢
-65¢
1,264
-32

21
-3557¢
62¢

0
-8155¢

2,271
-17,261
-6752¢

6161°f

-4C
-25491
15912
13411
43
2928(

7812¢
6835¢
37,40C
2,011
-44¢
1,83¢
3,13(
24562
-13(
14648:
-4333¢
2223t
-1284:
61¢
71¢
-687
-3034(
8284(

-26(
17(¢
-1,03¢
-4671¢

4771
-1403:
-15939i
14557(
-18
-3265¢
3461
7,604
-28
11,04¢
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Segment reportingf the Krka Group

in EUR thousand

Revenues to neBroup companies
Revenues to Group companies
Other revenues

Operating profit

Interest revenue

Interest expense

Net financial income/expenses
Income tax expense

Profit for the period

Capital expenditure

Depreciation of property, plant and equipm
Amortisation of intangible assets

Total assets
Total liabilities

325296
77013
3577
87995
423
1,737
4543
-19238
73300
41,935
25790
3,667

1,093996
297347

310592
40435
4,632
88415
113
2,982
-10800
-19147
58468
48124
25006
3,748

1,032585
267338
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43751
30918

101
10594

13
656
-3,164
8,086
56
2,357
352

91989
38883

43155
26755
117
12039
12

17
-610
-2,709
8,720
94
1,652
1,250

89927
34936

119731
63614
2,633
6,051
4

0
2,091
-556
7,586
2541
6,279
981

254354
127817

35

117299
40929
738
15588
3

0
-3,385
-2,617
9,586
215
4,784
752

208465
112526

10267
9,145

10055
5,863

500032
171545
6,312
106887
431
1,750
7471
-23173
91185
44532
34612
5,060

1,450606
473192

477845
108119
5,487
117481
128
2,999
14794
24563
78124
48433
31611
5,789

1,341032
420663



Notes to the consolidated financial statements

Sales revenues EUR 500,032 thousand

Sales revenues comprise revenues from the sale worth EUR49,197 thousand 88.of net sales

products, services and goods on the domesticevenues). The growth in sales revenues was 5%
market worth EBR,835 thousand (10.2%hef higher than for the same period last year.

Groupbdbs net sales revenues) and on foreign mar ke

Production cost of goods sold EUR 190,88Bousand

The Gr oup 6 s ts pfr godda csold o n CoSs

increased by®compared to the same period last

year, and their ratio to sales revenues was 38.2%.

Sales and marketing EUR 119,338 thousand
Sales ath marketing costs comprise the costs of thancreased by 8% and their ratio to sales revenues
Slovenian and foreign marketing and salesvas 23.9%.

networks. Compared to the first half of last year they

R&D costs EUR 48,109 thousand

The Company does not capitalise R&D expenseR&D costs were 15% higher than for the same
and they are fully disclosed in the current incomgeriod last year, and their ratio to sales revenues
statement. was 9.6%.

Administrative expenses EUR 41,122 thousand
Administrative expenses increased by 7%

compared to the first half of last year, and their ratio
to sales was 8.2%.

Costs bynature EUR 399,457 thousand
in EUR thousand

Cost of goods and material -146282 -103010 142
Cost of services 99319 -89220 111
Employee benefits cost -127046 -111096 114
Amortisation / Depreciation -39672 -37400 106
Other operating expenses -15019 -12310 122
Total costs -427338 -353036 121
Change in the value of inventories 27881 -12815

Total -399457 -365851 109
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Employee benefit cost EUR 127,046 thousand

in EUR thousand

Gross wages and salaries and corgaued 97,787 86893 113
Social security contributions and payroll tax 17942 15528 116
Retirement benefits and anniversary bonuses 3561 1,927 185
Other employee benefits cost 7,756 6,748 115
Total employee benefits cost 127046 111096 114
Otheroperating expenses EUR 15,019 thousand
in EUR thousand

Grants and assistance for humanitarian and other purpos 1,494 1,756 85
Environmental levies 957 759 126
Other levies 1673 594 282
Loss in the sale of property, plant and equipment and

assets 4317 3579 121
Writeoffs and allowances for inventories 3597 2569 140
Other costs 2,981 3,053 98
Total other operating expenses 15019 12310 122

Finance income arfithancial expenses

in EUR thousand

Exchange differences 9,298 /

Interest income 431 128 337
Change in fair value of investments through profit or loss 0 91 0
Other income 10 10

Reversal of impairment 176 29 607
Total financial income 9915 258 3.843
Exchange differences / -10089 0
Interest expense -1,750 -2,999 58
Change in fair value of investments through profit or loss -42 -15 280
Income from derivative financial instruments, thereof: 0 -1,225 0
i outflows 0 -1,035 0
i changes in fair value 0 -190

Other expenses 91 -131 69
Writeoffs and allowandesreceivables -561 -593 95
Total financial expenses -2,444 -15052 16
Net financial expenses 7471 -14794 51
Income tax expenses EUR23,173 thousand

The corporate income tax levied was minu€UR3,79%housand, the income tax
EUR26,972housand, which is 28.6f the pre expense in the income statement totak3 AR
tax profit. Taking into account the deferred tax afiousand. The effective tax rate is 20.3%.
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Property, plant and equipment EUR 65244 thousand

in EUR thousand

Property 29151 29253 100

Plant 298834 300078 100

Equipment 271112 269803 100

Property, plant and equipmedér construction 60147 50012 120

Total property, plant and equipment 659244 649146 102

Property, plant and equipment represented 45% afr e descri bed in the chap
the Groupds total as s elusinesstiepot.a6s maj or i nvest me
Intangible assets EUR 123,4@Bousand

in EUR thousand

Goodwill 42644 42644 100

Trademark 42403 42403 100

Concessions, patents, licences, trademarks and similar ris 33627 35302 95

Intangible assets under construction 4,735 6,232 76

Total intangible assets 123409 126581 97

Longterm industrial property rights and intangible assets in acquisition constitute market authorisat
documentation for new medicines and software.

Loans EUR 41,625 thousand
in EUR thousand

Longterm loans 4520 4,064 111
Shorterm loans 36942 2,209 1.672
Shorterm interest receivable 163 4 4.075
Total loans 41625 6,277 663

Longterm loans to others includes loans granted bghorterm loans to others includes bank loans in
the company émployees, in line with internal acts, domestic currency with a maturity of over 30 days,
primarily to purchase or improve housing. worth EUB5,000 thousand.
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Investments

in EUR thousand

Noncurrent investments

- financial assets available for sale
Current investments, including derivatives
i instruments held for trading

T other current investments

Total investments

The financial assets avatfab#ale include
shares andecuritiesvorth EUBR13thousand in
Slovenia, and EYRS88 thousand in shares and
stakes held abroad.

Inventories

in EUR thousand
Material

Work in progress
Products
Merchandise
Total inventories

Trade and other receivables

in EUR thousand

Shorterm trade receivables
Other shetérm receivables
Total receivables

Cash and cash equivalents

in EUR thousand

Cash in hand

Bank balances

Total cash and cash equivalents

EUR 6,013 thoasd

5401 5,658 95
5401 5,658 95
612 834 73
107 145 74
505 689 73
6,013 6,492 93

Other current financial investments comprise
Slovenian mutual fund units worth2H8UR
thousand and assets under management worth
EUR254 thousand.

EUR 211,060 thousand

64381 58036 111
53012 47076 113
70067 59421 118
23600 17113 138
211060 181646 116

EUR 355,823 thousand

321486 305572 105
34337 29334 117
355823 334906 106

EUR 29,280 thousand

109 90 121
29171 13321 219
29280 13411 218
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Equity EUR 977,414 thousand

in EUR thousand

Share capital 59126 59126 100
Own shares -19489 -19489 100
Reserves 153541 150494 102
i share premium 120992 120992 100
i legal reserves 14990 14990 100
T statutory reserves 22184 22184 100
i fair value reserve 1,897 2104 90
i translation reserves -6,522 9,776 67
Retained earnings 782587 728554 107
Equity holders of the parent 975765 918685 106
Minority interest 1,649 1684 98
Total equity 977414 920369 106
Borrowings EUR 132,669 thousand
in EUR thousand

Longterm borrowings 105042 105113 100
I borrowings from domestic banks 104828 104828 100
- borrowingsom foreign banks 214 285 75
Shortterm borrowings 27627 51084 54
T current portion of long term borrowings 20973 38622 54
i borrowings from domestic banks 5,000 10000 50
i borrowings from foreign banks 0 415 0
T borrowings from other entities 420 378 111
T interest payable 1,234 1,669 74
Total borrowings 132669 156197 85
Provisions EUR 109,527 thousand

in EUR thousand

Provisionfor retirement benefits and anniversary bonuses 55951 53958 104
Other provisians 53576 53578 100
i provisions for lawsuits 49000 49000 100
i other provisions 4576 4578 100
Total provisions 109527 107536 102
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Government grants and EU grants EUR 6,586 thousand

in EUR thousand

Grants received for the Be 148 169 88
Grants received for the he

Toplice and GolfG&@atd o | e ¢ 5,428 5584 97
Grants by the European Regional Development Fund 28 30 93
Grants by the European Fulelelopment of new technolog

(FBD project) 385 385 100
Properties, plant and equipment received for free 597 595 100
Total grants received 6,586 6,763 97

The FBD project is beinginamced by the Priority 1: Competitiveness of Companies and
European Union, via the European RegionaResearch Excellence; Priority Guideline 1.1:
Development Fund. The operation is part of thebmproving competitive potential of enterprises and
Operational Programme for Strengthening Regionasearch excellence.

Development Potentials 2008, Development

Trade payables EUR 95,463 thousand
in EUR thousand

Payables to domestic suppliers 40829 31,900 128
Payables to foreign suppliers 54047 40078 135
Payables from advances 587 522 112
Total trade payables 95463 72500 132
Other current liabilities EUR 101,788 thousand

in EUR thousand
Accrued contractual discounts on products sold to oussae

the Group 24206 20643 117
Payables to employegsoss wages, other charges 26177 24428 107
Other 51,405 12479 412
Total othecurrent liabilities 101788 57550 177

The increase in other current liabilities is primariyc c or dance wi th Krkads 151
due to the liabilities incurred by the dividendn 17June 2010.
payment of EUR 1.10 gross per share, in

Contingent liabilities EUR 4,336 thousand
in EUR thousand

Guarantees issued 2,549 2,303 111
Other 1,787 1,749 102
Total contingent liabilities 4,336 4,052 107
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CONDENSEBENANCIASTATEMENTS OF KREBA).,NOVO

MESTO, WITH NOTES

Statement of the financial position of Krka, d.d., Novo mesto

in EUR thousand 30Jun2010 31Dec2009 Ind.10/09

Assets

Property, plant and equipment 486782 485653 100
Intangible assets 28227 29683 95
Investments in subsidiaries 227400 227585 100
Deferred tax assets 19025 18977 100
Longterm loans 20161 17,080 118
Noncurrent investments 5192 5449 95
Other nonurrent assets 178 167 107
Total norcurrent assets 786965 784594 100
Inventories 149951 138612 108
Trade and other receivables 390964 346881 113
Shorterm loans 78394 34711 226
Current investments, including derivatives 612 654 94
Cash and cash equivalents 19553 7487 261
Total current assets 639474 528345 121
Total assets 1,426439 1,312939 109
Equity

Share capital 59126 59126 100
Own shares -19489 -19489 100
Reserves 160064 160270 100
Retained earnings 793537 732103 108
Total equity 993238 932010 107
Liabilities

Longterm borrowings 103836 103836 100
Provisions 103047 10Q244 103
Government grants and grants by the European Union 1,158 1179 98
Deferred tax liabilities 474 526 90
Total norcurrent liabilities 208515 205785 101
Trade payables 108797 88534 123
Shorterm borrowings 27011 49458 55
Income tax liabilities 9318 0

Other current liabilities 79560 37152 214
Total current liabilities 224686 175144 128
Total liabilities 433201 380929 114
Total equity and liabilities 1426439 1,312939 109
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Income statement of Krka, d. d., Novo mesto

in EUR thousand 1-6/201( 1-6/2009 Ind.10/09

Revenues 477548 420782 113
Production cost of goods sold -187420 -156037 120
Gross profit 290128 264745 110
Other operating income 2379 3,057 78
Distribution expenses -106321 -96709 110
R&D costs -45051 -39261 115
Administrative expenses -28678 -26934 106
Operating profit 112457 104898 107
Financial income 10695 10237 104
Financial expenses -2110 -10105 21
Net financiahcomeéxpenses 8,585 132 6,504
Profit before tax 121042 105030 115
Income tax expense -22428 -22275 101
Profit for the period 98614 82755 119
Basic earnings per shaiia EUR) 292 245 119
Diluted earnings per share (in BYR) 292 245 119

* Net profit of majority shareholders / average number of shares issued, excluding own shares.
** All shares issued by the controlling are ordinary shares, hence the diluted earnings per share ratio was equal to the
earnings per share.

Statemendf comprehensive income of Krka, d. d., Novo mesto

in EUR thousand 1-6/201( 1-6/2009 Ind.10/09

Net profit for the period 98614 82755 119
Other comprehensive income for the period:

Changes in fair value of financial assets available for sale -257 247

Deferred tax effectchange in fair value of financial ¢

available for sale 51 52

Total other comprehensive income for the period -206 195

Total comprehensive income for the period 98408 82950 119
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Statement afhanges in equity of Krka, d. d., Novo mesto

Reserves Retained earnings

Net profit  Net profi

Share Share Legal i : for the carried Total
in EUR thousand capitall Own share reserves period forward equity
Balance at 01 Jan1® 59126 -19489 120992 14990 22184 2104 570354 103812 57,937 932010
Net profit for the period 0 0 0 0 0 0 0 98614 0 98614
Other comprehensive income for the
period
Changes in famlue of financial assets
available for sale 0 0 0 0 0 257 0 0 0 257
Deferred tax effettshanges in fair valu
of financial assets available for sale 0 0 0 0 0 51 0 0 0 51
Total other comprehensive income
the period 0 0 0 0 0 -206 0 0 0 -206
Total comprehensive income for
period 0 0 0 0 0 -206 0 98614 0 98408
Transactions with owners recorded
equity
Formation of statutory reserves 0 0 0 0 0 0 0 0 0 0

Formation of other revenue reserves
the resolution tife Management and

Supervisory Board 0 0 0 0 0 0 0 0 0 0
Transfer of previous period's net pi
retained earnings 0 0 0 0 0 0 0 -103812 103812 0
Transfer to other revenue reserves
the resolution of the Annual Meeting 0 62285 0 -62285 0
Dividends paid 0 0 0 0 0 0 0 0 -37,180 -37,180
Total transactions with owners recor
in equity 0 0 0 0 0 0 62285 -103812 4347 -37180
Balance a80 JurkQ1L0 59126 -19489 120992 14990 22184 1,898 632639 98614 62284 993238
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Reserves Retained earnings

Net profit  Net profi

Share Share Legal i : for the carried Total
in EUR thousand capitall Own share reserves period equity
Balance at 01 Jan 2009 59126 -19489 120992 14990 17184 2,620 450417 108130 43233 797203
Net profit for the period 0 0 0 0 0 0 0 82755 0 82755
Other comprehensive income for the
period
Changes in fair value of financial asse
available for sale 0 0 0 0 0 247 0 0 0 247
Deferred tax effettshanges in fair valu
of financial assets available for sale 0 0 0 0 0 -52 0 0 0 -52
Total other comprehensive income
the period 0 0 0 0 0 195 0 0 0 195
Total comprehensive income for
period 0 0 0 0 0 195 0 82755 0 82950
Transactions with owners recorded
equity
Formation of statutory reserves 0 0 0 0 0 0 0 0 0 0

Formation of other revenue reserves
the resolution of the Management a

Supervisory Board 0 0 0 0 0 0 0 0 0 0
Transfer of previous period's net pi
retained earnings 0 0 0 0 0 0 0 -108130 108130 0
Transfer to other revenue reserves
the resolution of the Annual Meeting 0 0 0 0 0 0 0 0 0 0
Dividends paid 0 0 0 0 0 0 0 0 0 0
Total transactionsvith owners recorde
in equity 0 0 0 0 0 0 0 -108130 108130 0
Balance a80 Jur2009 59126 -19489 120992 14990 17184 2,815 450417 82755 151363 880153
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