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Report Submitted by Member of the Management Board — Medika d.d.

Comment on the result for the first nine months of 2011

Sales revenue of Medika in the first nine months of 2011 is by 7.2% higher comparing to the
same period of previous year.

The operative profit rate EBIT amounts to HRK 32.9 mil or 2.10% and EBITDA amounts to
HRK 44.0 mil or 2.80 %.

The realized net profit amounts to HRK 8.0 million. The lower net profit comparing to the
operative profit is result of net finance expense.

Net finance expense is higher comparing to the same period of previous year due to the
influence of exchange rate differences.

oo - Change
L RIX2010 14X 2011/
Keyindicators =~ _ e 1X2010
Sales revenue (000 HRK) 1,563,335 1,458,560 7.2%
EBITDA margin 2.80% 2.82% -0.02%
EBIT margin 2.10% 2 04% +0.06%
Net profit (000 HRK) 8,019 | 9,384 -14.5%

Key events

Pharmaceutical market has shown growth in the first nine months of 2011 comparing to the
same period of previous year. Despite of sales revenue loss in Gradska Ljekarna Zagreb, sales
revenue shows growth comparing to the same period of previous year. Since the percentage
of sales revenue growth is identical as percentage of market growth, market share remains
at the same level.

In February the long term loan in Medika d.d. in the amount of EUR 22.6 million was
reprogrammed to a lower interest rate. At the same time, part of the loan in amount of EUR
6.7 million was converted to a short-term loan in Croatian kuna, which reduced currency risk
exposure of Medika.

in 2011 the Company granted 285 of its treasury shares to key management as profit share.
In August 2011 The Company has acquired 285 treasury shares.

Based on the General Assembly decision, legal reserves are increased in amount of HRK 4.5
million.
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Balance sheet

Total assets have grown by 6.97% comparing to previous year. Growth is result of increased
short term receivables.

Long term assets have decreased by 3.16% as result of decrease in all positions of long term
assets. Intangible assets are lower for HRK 3.4 million as a result of amortization that
amounts to HRK 3.5 million for the first nine months of 2011. Tangible assets are lower by
HRK 3.9 million, mainly under the influence of depreciation that amounts to HRK 7.6 million
for the first nine months of 2011. At the same time, investments were made in
transportation vehicles, electronic and other equipment.

inventory balance is lower for HRK 29.2 million or 13.27% comparing to previous year due to
increase in sales.

Short-term assets amount to HRK 1 billion 489 million, whereof HRK 1 billion 82 million
relate to trade receivables. Trade receivables increased by 12.75% comparing to the
beginning of the year as a result of increase in sales and slower collection of receivables.

A short-term financial assets amount to HRK 45.5 million, whereof HRK 10.4 million relates
to bills of exchange receivables and HRK 34.6 million relates to endorsed bills of exchange
receivables. Bills of exchange as a payment instrument were endorsed to suppliers and one
business bank. Given the fact that the risk of nonpayment is on the Company, at the same
time, the Company recorded liability for endorsed bills of exchange in “Liabilities for
securities”. Comparing to the beginning of the year, receivables for endorsed bills of
exchange are lower for HRK 894 thousand.

There was movement in treasury shares and capital gain/loss. Namely, in 2011 the Company
released 285 treasury shares as employees' benefit program. In August 2011 the Company
acquired 285 treasury shares.

Legal reserves are increased for HRK 4.5 million in accordance with decision of General
Assembly on distribution of profit.

Long term liabilities decreased for HRK 55.9 million comparing to beginning of the year.
Decrease is result of reprogram of long term debt in euro. Part of the loan in amount of EUR
6.7 million was converted to a short-term Ioan in Croatian kuna at lower interest rate, which
reduced currency risk exposure.

Short-term liabilities amount to HRK 1 billion 278 thousand whereof HRK 1 hillion 55 million
relates to the liabilities to suppliers, HRK 177.5 million to debt (HRK 177 million relates to
short term loans and HRK 477 thousand relates to finance lease), and HRK 34.6 million on
liabilities for securities {endorsed bills of exchange), as previously explained.
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Risks

The most significant risk for Medika d.d. business within market risks is a long collection
period of receivables, especially HZZ0 and HZZ0 related receivables. Therefore, a significant
amount of working capital is not available what has an influence on cash flows and timely
settlement of Medika d.d. liabilities.

As these receivables are either dependent from or owned by State, risk of collection is not
high, but this increases the need for future financing, which increases finance expenses.

Significant risk for Medika d.d. business is a continuous decrease in the price of prescription
medication on HZZO list and administrative approach in determining prices and margins of
medication. To lower this risk, Medika d.d. focused on increase of variety of products which
are not limited by law in respect of the price of the product.

Currency risk is a significant financial risk. Most of inventories are purchased from foreign
suppliers in foreign currencies. Additionally, part of borrowings from banks has exchange
rate clauses. The Company does not use financial instruments to protect itself from currency
risk.

Interest risk of the Company arises from received long term and short term borrowing, with
a variable interest rate.

Majority of the credit risk relates to trade receivables. Credit risk is higher when dealing with
pharmacies, which have potential going concern issue. Hospitals which have longer
collection period do not have a going concern issue and collection issue.

Expectations

Medika d.d. business plan for next 2011 stipulates annual growth of sales of 1%, with further
growth potential in following years. In accordance with the growth of sales, a higher market
share is expected. The Company will continue with its core business: distribution of
medications and medical products and will strongly develop operations with products that
make the core business of the firm.

Jasminko Herceg, B.Econ.
Board member
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BALANCE SHEET
balance as at_30.09.2011

issuer: MEDIKAD.D.
Description :(a); P;z\;:zzs Current period
1 2 3 4
A) RECEIVABLES FOR SUBSCREBED BUT NOT PAID -IN CAPITAL 061
B} NON-—CURRENT ASSETS (003+010*020+029+033) 002 247.189.960 238.377.419
| INTANGIBLE ASSETS {004 to 009} 003 30.743.977 27 338.060
1. Research and development ‘004 '
2. Concessmns  palents, ficences, trademarks, software and otherrights 1 805 18664 278 15.302 608
‘3. Goodwil 006 11.929.586 11.928 686
4 Advances for mtangsb!e aseets o o 007
5. intangible assets Under constuction 008 150.113 105.866
6. Other infangible assels - 009
1 TANGISLE ASSETS (01110 019) 010 164 116332  150.236.452
1. Land ' o 011 15.994. 748 15.094.716
2. Buildings 012 T118.653.874]  114.041.843
3 Eguipment aﬂhrarmacﬁinery """ 013 7.038.304 5 369688
4. 'F'urnilure;'f‘iliings and vechicles 014 10.631.567 10,498,246
5. Biclogical assets 015
" 6. Advances for tang';'if)'le assets 816 62 705 19.508
7. Tang'i“blc assels under construction o017 2.957.815 2.582 703
B. Other tangible assets 018 777.354 728,750
9, Investment property 0t9
i NON-CURRENT FINANCIAL ASSETS (0?1 o 528} 020 61.826.527 £1.300.783
1 Investment in subsidiaries aﬂd assoc:ales B 021 '60.000.000]  60.000.000
"2, Loans to reiated parties 022 ) '
3'.'Loans givenio mmonty interest 023
4. L oans given i ic patmg pamos 024
B, 'lnvestmenl' ties 025
6. Loans gven, deposits and swmilar T 026 " 1826527 1300783
"7 Glher nor-current financial assels 027
8. Invesiments al equity method 028
IV. RECEIVABLES (030 to 032) 020 o o
1. Receivables from refated pames """"""""""""""" 030
2. Receivables for credit sales 031
"3 Otherreceivabies 032
V. DEFFERED TAX ASSET 033 503,124 503.124
C) CURRENT ASSETS (035+043+050+058) 034 1360.616,661| 1.489.366 454
I INVENTORY (036 To 042) G35 220.337.783 191 095956
1. Raw material 036 209.553 149.353
2. Work in progress 037 '
A Finished products 038 ' o
4. Trade goods 039 216.326084) 188206580
5. Advances for inventories 040 3,800,146 1740623
6. Non-current assets available for sale 041
7. Biological assels A 042 ' o
I RECENVABLES (044 to 840) 043 1083.124.463| 1.244 580536
1. Receivables from related parlies 044 118,328.120] 155914716
"3 Trade receivables 045 ] 959570.333| 1.081.958.385
3. Receivables from pamctparmg parheq T 046
"4, Receivables from employees 047 117.316 ) 87 954
5. Receivables from the slate and other msututloﬂs 048 | 3.954.251 3471177
6. Other receivables ' Tp4g 1.154.434 3.157.304
‘CURRENT FINANCIAL ASSETS (051 to 057} _ | os0 Tl sessseor| 5500872
_lnvestment in subsidiaries and assocsates "'0_51__ o
> Loans to related parhes 052 1.333.334]
Eqmty investmens 053
| Loans given to parhmpatmg parties 054
investmeni in securities 055 36082060  44.958.208
Loans qwen 'c'i'éposns and sumllé'r” a56 2.170.413 521.666
7 Other financial assets 057 3 o
IV, CASH B BANK AND ON HAND 058 26.568 598 8.170.000
D) PREAPID EXPENSES AND ACCRUED INCOME - 059 850.196 1668.531
E) TOTAL ASSETS (OG€+002+034+059) 060 1617 656807 1.730.412.404
G) OFF ‘BALANCE SHEET ITEMS 061 127 476,856 157.488.635




EQUITY AND LIABILITIES

A} CAPITAL AND RESERVES (063+064+065+07 1+072+075+075} 062 303.281.707] 211 006.158
I SHARE CAPITAL S T 063 60.388.000|  50.388.000
Il CAPITAL RESERVES 064 4258313 6.863.284
i, RESERVES FROM RETAINED EARNINGS (0B8+067- -068+068+070) 065 82275985  £0.428.724
1. Legal reserves 066 2.729.945 7.277.713
2. Reserves for treasury 067 60,000,000 60.000.000
3. Treasury ‘shares To6s 12.250.450 " 9.645.479
" 4. Statututory reserves 069
5. Other reserves 070 31,796,490 31.756.490
V. REVALUATION RESERVES 071
V. RETAINED EARNINGS OR ACCUMULATED L 0SS (073-074) 072 Y46.436.891| 180033817
1. Retained eamings “o73 | 146438801  180.033.917
2. Accumnuiated loss 074
Vi, PROFIT OR LOSS FOR THE PERIOD (076-077) 075 18439 144 5.018.801
1. Profit for the period o 676 18.439 144 5.018 801
2. Loss for the period o7y
VIl MAJNORITY INTERESTS 078
B) PROVISIONS (080 To 082) _ 079 402.284 402,284
1. Provisions for retirement, severance cayment and similar 030 402.284 402.284
" 2. Tax provisions 081 )
3. Cther provisions 082
€) NON-CURRENT LIABILITIES (084 to 092) 083 163 545078 137.644.346
1. Liabilites o related pames 684
2, Borrowrngs anddeposits 085
3. L:abmles to banks and othorfmanmal institutions 086 183545078 137 644 346
4. Liabilites for advances received T 087 '
" 5. Trade payables 088
6. Liabifitis 1or securl‘ues """" " 089
L :abilmes o pamupatmg parties 090
80 ent liabilites ' 091
9 : - " 092
D) CURRENT LIABILITIES (094 to 105) 093 | ¥ 11s780.228] 1.278 258 340
1 Liabilities fo related parties " o04 1,190 544 830,778
2. Borrowings and deposits T 095 ' '
3. Liabilites to banks and cther financial institutions 096 BE.834.434|  177.535.492
4. Liabilites for advances received 097 167124
5. Trade payables ‘098 | 977.425.289| 1.055.248.645
6 Liabiliis for securiies oo 099 35482080 | 34.588.206
7.1 Llabdmes te participating pames """"" 100 o
8. Liabilities fo employees 101 5 250 382 4.269.355
9. Liabililes for taxes and contributions 102 2.445.982 2.206.256
10. Dividend payables 103 84.977 1.997
11. Liabililas for non-current assels avallable for saie 104 -
12, Olher current liabifites, 108 5690.635 3.487.720
£) DEFFERED INCGME AND ACCRUED EXPENSES | 108 3.636.500 3.101.267
F) TOTAL EQUITY AND LIABELITIES (062+079+083+093+106) 107 1617656807 1.730.412.404
G) OFF BALANCE SHEET ITEMS 408 127.975 856 157.498.635
SUPPLEMENT TO BALANCE SHEET (for consolidated financial statements) ' -
A) CAPITAL AND RESERVES
1. Attributable to equity hoiders 109
2. Attributable to minorily interest 110

Note 1.- Supplement Lo balance sheet is filed for consolidated financial statements.




PROFIT AND LOSS

in period 01.01.2011. to 30.09.2011.

issuer: MEDIKA D.D,

Description AP Previous period Currend period
mark
Cumulative Quarter Cumulative Quarier
1 2 3 4 5 6
I. DPERATING REVENUES (112+113) 111 1464008 674| 408.599.196] 1570852 120] 522 1657 1]
1. Revenues from sale 142 1 45n560.261] 4BB043.730] 1563.334.808] 520.127.857
2. Other operating revenues 113 A 5086830 1.450 457 7517311 2037859
. OPERATING EXPENSES (115+116+120+124+ 125+426+120+130) 112477 143 zennor] 47300t 730] 1537 921953 510576.016
1. Change in value of work in progress and finished goods 113 S
2. Material expenses (117 to 119) 116 147814 128] 443.855.524] 1457 538 048 :
a) Raw materials 417 5786530 855756 §7217.216 2.149 828
b) Cosl of goods sold 18 §a27.600.756| 436.057.035] 1.436.400764] 4B1G12.778
") Other expenses 119 14 424 838 5.042.193 14 B30.066 £ 616988
3. Employee expenses (121 to 123} 120 28.821.062F  13.071.748 38,049,396 12.727.135
_ a) Net salaries 121 otaosa4z] | 7o8sszal  elvopveT 7256725
) b} Tax and conlributions from salaries 122 11.732.010 R TR 10.764.072 3,602 605
“H)Contributions on salaries 123 T aes2etn] 1813220 5582 657 1,867 605
4 Depreciation and amortization 124 11520268]  3.EG4 118 11080678  2.504 728
5, Other expenses 125 TREwET5a7|  7.003.444] 21365782 5664556
"6, impairement (127+128) 126 10.65.776]  4.365 776 qaz a7t 0
a) of non-current assels {fnan:,iaiassels excluded) 127 i ’
b) of current assels (financial assets exciuded) 128 GosesTrel 4365776 9 867 671
" 7. Provisions e 129 451,620 451,620
8. Other operating expenses h 130 N
Il FINANCE INCOME {132 1o 136) 131 0,584 305 3247 146] 441040
1. interests, foreign exchanges and dividend from related parties 452 az.1im) 18,157
2. Interests, foreign exchanges and dividend from nenwrefated parties 133 T Gz a7 2134713 3228 G988 441,040
~3share of profit from associate 134 ' '
4. Unrealised gains 435 B
5. Other financial income 136
IV, FINANCE EXPENSES (138 fo 141) ) i 137 “ogasTava| V1BULYZF| 24 7zzom3] 12649718
1 lnterests furelgn exchanges and dlvndend frorn related parties o 138 h
’ e 139 anosrara| iimoper| 24923380 12p4e7ig
o 8 t
4. Other finance expenses 141 a
V. SHARE OF PROFIT FROM ASSOCIA 142
va. "SHARE OF LOSS FROM ASSOCIATE 143
EXTRAORDINARY OTHER INCOME 144
vm 'EXTRAORDINARY - GTHER EXPENSES 145
B0 TOTAL INCOME (111+121+142 + 144} 146 saraniiosal as7adeact| T5740ne266| 521724678
)( TOTAL EXPENSES {174+127+143 + 145) 1q7 | td4s0205805] 484804 457 1562643 836) 523225734
. PROFIT OR LOSS BEFORE TAX (146-147) 148 13.406.374]  2.542.144 11456.430] 4501058
T peofit before tax (146147 0w ‘149 13.408.374] 2542 144 14,456,430 v
2. t.oss before tax {147-146) 150 o of of 1501058
X, INCOME ™o o 151 1021912 U rez 643 3,436,620 450 317
Xl PROFIT OR LOSS FOR THE PERIOD (4156 " a5z gamcacz| 1778501 B 048601 050,741
KD P:ofatfer the penod (149 151} 153 0084 462 1.779.501 8018 801 0
2. Loss for ihe period (151-148) ) 154 0 0 of  tese7Tan




SUPPLEMENT TO PROFIT AND LOSS {for consolidated financiat stater_'nents)

XIV, PROFIT OR LOSS FOR THE PERIOD

1 Attributable to squi 155
"2. Attributable to minority interest 156
OTHER COMPREHENSIVE INCOME REPORT {for IFRS reporting)
l PROFIT OR LOSS FOR THE PERIODG {=152) 357 9.384.462 1.179.501 8.018 2301 -1.050.741
il GTHER COMPREHENSIVE FROFIT/LOSS BEFORE TAX (159 1o 165} 158 of T ol ¢
1. Exchage differences on transtation of foreign aperations “4s9 e )
2. Changes in revaluation reserves for non-current tangibie and intangible assets 180
3. Profit or loss from revatuation of financial assats availabte for sale T84 -
4. Gams or losses from efficient cash flow hecﬁgmg ) w2 LT T T
5. Gams or losses from effscsen! hedge of net investment abroad L
6. Share in other comprehenswe profitioss of associates 164
7. Actuarial gamsllosses on defined benefit p!ans _____ 165 o
I, TAX ON OTHER COMPREHENSIVE INCOME FOR THE PERICD 166
W. NET OTHER COMPREHENSIVE PROFIT OR LOSS FOR THE PERIGD (158~ 166} 167 [ ] o 0 o
V. COMPRERENSIVE PROFIT OR LOSS FOR THE PERIOT (157+167) 168 T.364 462 1776501 018 801 -1.080.741

APPENDIX to Other comprehensive income report (t be filied for consclidated financial statermants)

Vi. COMPREHENSIVE PROFIT OR LOSS
1. Attributable to equity holkiers
2. Attributable to minority interest

169
170




STATEMENT OF CASH FLOW - Indirect method

in period 01.01.2011. do 30.09.2011.

Issuer; _MEDIKA D.D.

i AOP Previous Current
Description mark period period
1 2 3 4
CASH FLLOW FROM OPERATING ACTIVITIES
1. Profit befora tax ' 0ot 13.406 374]  11.455.430
2. De'pi"éciation and amortisation 002 15,520 758| 41,080,678
4. increase of current liabiiies 003 £3796.430] 70851062
4. Decraase of current recelvables " 004
‘5 Decrease of inventories 005 20.240.828
6. Other increase of cash flow 006 3.921.200
I. Total increase of cash flow from operatlng actlvmes (001 to 006) 007 112 663.262] 122.627 008
1. Decrease of current Fabilities " 008
“o Increase of curtent receivabies 009 112.744.274| 161465074
3. increase of inventories 010 1 446,042
4. Other decrease of cash fiow o “sora3s| 6559 695
Il. Total decrease of cash flow from operatmg activities (DDB to 011) 012 118.209.685] 168 424.76%
A1) NET INCREASE OF CASH FLOW FROM OPERATING ACTIVITIES (007—012} 013 0 0
A2) NET DECREASE OF CASH FLOW FROM OPERATING ACTIVITIES 1200y | 04 | 55464230 45796771
CASH FLOW FROM INVESTING ACTIVITIES '
1 Procesds from sale of tangible and intangible assels 015 712.200 266 064
2. Proceeds from sale of equnly and debt securnles 016
3. Interest receivad o 017 047.487) 212602
e ed T o1 .
" 5. Other proceeds from invesling activities oie | i
1Il. Total proceeds from investing ‘activities (015 to 018y 020 1.706.647 478,666
1. Purchase of tangtble and miang;ble assets 021 7 980,338 3.878.550
2. Purchase of eqwty and debt securiies 022 o
3. Other purchases fesuitmg from mvestsrag aciivities 023 -
IV. Total purchases resulting from investing activities (021 to 623) 024 1 7980.338| 3678860
B1) NET INCREASE OF CASH FL.OW FROM INVESTING ACTIVITIES (020-024) 025 o 0
B2) NET DECREASE OF CASH FLOW FROM INVESTING ACTIVITIES {024-020) 026 6770652 3400194
CASH FLOW FROM FINANCING ACTIVITIES
1. Proceeds from issuance of equily and debt secusilies 627
2. Proceeds from borrowings ' 028 155.753.097| 135654.951
3. Other proceeds from financing activiles 029 3.515.927
V. Total proceeds from financing activities (027 to 029) 777777 030 159 260.624| 135.654.951
1. Repayments of borrowmgs 031 | 140.755.794 400.855,163
" 2. Dividends paid 032 ' ar7asy
3. Repayments of finance lease 033 “yazaesll  1638.942
"4, Purchase of treasury shares 034 1.985.000
5. Other purchases resullmg from ﬂnancmg activites 035 o
Vi. Ukupno novéani izdaci od financijskih aktivnosti (031 to 035) 036 151.380.475] 104.856.494
€1) NET INCREASE OF CASH FLOW FROM FINANCING AGTIVITIES (030-036) 037 7.880.449) 30 798,457
G2} NET DECREASE OF CASH FLOW FROM FINANCING ACTlVITlES (036-030) 038 0 b}
Total increase of cash flow o 3014+ 025 026 + (37 ~ 038) 039 o ¢
Tolal decrease of cash fiow (014 — 013 + 026 - 025 + 038 - 037) 040 4927625 18.398.508
Cash and cash equwa%ems at beglnnmg of the per:od a1 41.993.688 26.568.528
Increase of cash and cash equwalems i 042 ' ]
Decrease of cash and cash equivalents 043 | 4927696  18.398.508
G ach and cash equivalents atend ofhe period | 044 270660620  8170.090
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2 1, HR - 10006 Zagreb

Zagreb, 27 October 2011

Pursuant to the articles 407. to 410. of the Capital market Law (Official Gazette 88/08 and
146/08} Management Board member Jasminko Herceg provides

MANAGEMENT BOARD'S STATEMENT OF LIABILITY

Consolidated and unconsolidated financial statements of Medika d.d. have been prepared
pursuant to the International Financial Reporting Standards (IFRS) and Croatian Accounting
Law.

Consolidated and unconsolidated financial statements for the period ended 30 September
2011 present complete and fair view of assets and liabilities, profit and loss, financial position
and operations of the Company and the Group.

The interim management report for the period ended 30 September 2011 presents frue and
fair presentation of development and results of the operations of the Company and the Group
with description of significant risks and uncertainties for the Company and the Group.

Jasminko Herceg
Management Board member



