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1. Historical Data

1.1. Establishment of the Company, Shareholding Structure

The joint-stock company PHARMOS was established in April 1991 and since then it has been engaged mainly in
trading activity, especially wholesale distribution of pharmaceuticals. In 1992, together with its German partner Stumpf AG, it
established the subsidiary Pharmos CS, a. s. with a parity representation of both companies. In 1993, Stumpf AG also acquired
capital participation also in PHARMOS, a.s. In 1995, the original shareholders of PHARMOS, a. s. established Ceska lékarnicka,
a. s., into which PHARMOS, a.s. shares were transferred, which substantially changed the shareholding structure of PHARMOS.

During its history, PHARMOS, a.s. has gained an important position in the sphere of wholesale distribution of
pharmaceuticals to public and hospital pharmacies. The company strives to have a continuous close co-operation with its
customers and to create favourable conditions for the development of pharmacies, thus contributing to a further increase of the
respect towards the pharmaceutical profession in the Czech Republic. Since the moment it came into existence, PHARMOS has
been a stable member of a group of companies gathered around Ceska Iékarnicka, a.s.

Currently, Pharmos, a.s. has two major shareholders, Ceskd Iékérnicka, a. s., owning approximately 71.6 % of
PHARMOS, a.s. shares, and a German shareholder Phoenix International Beteiligungs GmbH. Mannheim, owning 28 % of the
shares (the shares were transferred onto this company by Stumpf AG, the original owner and a member of the Phoenix
concern). The remaining 0.4 % of the shares is owned by small Czech shareholders — physical entities.

In 2002, PHARMOS, a.s. increased the registered capital of the company by CZK 37.7 mil., this increase being
performed by a sole subscriber, Ceska lékarnicka, a.s., by means of a monetary deposit of a part of Ceska Iékarnickd, a.s. The
deposited part of the company included all the assets and liabilities related to the distribution activity of Ceska leékarnicka, and
the reason for this strategic step was the effort to obtain a majority share in PHARMOS, a.s. for Ceska lékarnicka, a.s. (in this
manner, the share of Ceskd lékdrnickd, a.s. increased from 49.2 % to 71.6 %) and also the effort to concentrate all the
distribution activity in a single main distribution company, thus creating an efficiently functioning company with a strong capital.
In 2004, the registered capital was further increased from retained profit and the share premium, i.e. from CZK 85.7 million to
CZK 342.8 million — the ratios among individual shareholders remained unchanged.

In 2004, PHARMOS, a.s. sold the shares of THERAPON 98, a.s. — the entire share held by Ceska Iékérnicka,a.s.

1.2, Activities, Operation of Autonomous Outlets

The main activity of PHARMOS, a.s. is the purchase of goods for sale and resale. As regards the specific items of its
assortment, the company is oriented mostly towards delivering pharmaceuticals and medicinal products to public and hospital
pharmacies, as well as towards delivering medical supplies and dental supplies. Besides this basic assortment, PHARMOS, a.s.
supplies its customers with a complementary assortment represented by parapharmaceuticals, cosmetic products and dietary
supplements.

The company has its registered office in Ostrava- ——
Radvanice, Tésinska 1349/296. The distribution is performed using 3
eight main company warehouses (localities: Ostrava-Radvanice, *i
Prostéjov, Brandysek, Brno, Usti nad Labem, Hradec Kralové, Ceské
Budé&jovice and Lukasov) and one auxiliary warehouse designed as a
consignment and customs warehouse (Jihlava locality). Since 2004, distribution under the PHARMOS brand name has been in
progress within the localities of Jihlava and Plzer.

Within the framework of its own warehouses, the company operates a series of consignment warehouses used for
distribution both within the framework of the individual distribution companies that are members of the Ceskd Iékdrnickd, a.s.
group and to other distributors on the Czech market. Besides the above-mentioned locality of Jihlava, these consignment
warehouses are located in Ostrava, Brno, Hradec Kralové, Usti nad Labem and Brandysek. PHARMOS, a.s. provides some
suppliers/manufacturers with a new form of service — a complete package consisting of warehousing services, distribution and
supplier's/manufacturer's stock management according to instructions the supplier/manufacturers strictly determines (i.e. in the
name of the supplier/manufacturer).

As regards the distribution of the entire assortment, PHARMOS, a.s. is an exclusive supplier for four independent
distribution companies with a limited liability, in which Ceska Iékarnicka has at least 50% capital participation (the remaining
capital is owned by the individual pharmacists within a given region). The entities in question are regional pharmaceutical
distribution entities, in concrete terms Prazska lékarnicka, s.r.o., Jihlavskd lékarnickd, s.r.o., Plzerskd lékarnicka s.r.o. and
PHARMACY-distribuce I€Civ s.r.o. These regional distribution entities already represent an important component part of the
distribution strategy of Ceska lékarnicka, a.s.
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1.3. History of Profit and Loss

The balance of profit loss of the past years may be considered as positive and contributing to the stable position of
the company on the Czech market. Such assessment does not apply solely to the evaluation of the profit/loss but also to the
success in the sphere of the economic policy to be applied and the overall position of the company on the market.

Year 2007 was significantly affected by the negative market developments as a consequence of Government
measures influencing the consumption of pharmaceuticals on the Czech market. The decrease in the sales margin and the
terms and conditions regarding the prescription of drugs had negative impact on our customers — pharmacies, especially public
pharmacies. As a consequence of the model of degressive sales margin, the situation in this area stabilized and even later on
improved from the perspective of the public pharmacies’ economy. However, changes in the prescription of medicines and
recipes caused further differences to develop on the market of public and hospital pharmacies (hospital pharmacies reported a
significant growth). The overall negative consequences in turnover and sales margin can be characterized as follows:

a) movement of part of the sales from public pharmacies to hospital pharmacies

c) decreased consumption of medicines as a consequence of measures regarding prescription

d) pressure on decrease in sales margins in hospital pharmacies as regards high-end products

Even despite these highly negative pressures, PHARMOS reported positive economic results and managed to keep its
position on the Czech market.

Indicator 2002 2003 2004 2005 2006 2007

Total revenue from normal operations (CZK *000) 8109214 8675004 9834677 10838324 10308 792 11 688 840
Total sale of goods (CZK '000) 7978982 8536152 9695500 10678580 10 149 993 11 530 913
Total export of goods (CZK ‘000) 5930 4 508 747 24912 13 547 15082
Share of supplies for export in total sale of goods 0.07 % 0.05 % 0.01% 0.23% 0.13% 0.13%
(%)

Revenue from services (CZK ‘000) 130 232 138 852 139178 159 744 158 799 157927
Share in % of revenue from total revenue from 1.61 % 1.60 % 1.42% 1.47% 1.54% 1.35%
normal operations

Gross margin in absolute figures (CZK) 304 619 300 608 282 401 344 912 318 081 349 526
Gross margin (%) 3.82 % 3.52 % 2.91% 3.22% 3.13% 3.03%
Business surcharge (%) 3.97 % 3.65% 3.00% 3.34 % 3.24% 3.13%

Total revenues from current operations (CZK '000)
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2. Company Organisational Structure and Company Bodies

2.1. Company Organizational Structure

The organisational structure of PHARMOS, a.s. did not undergo any substantial changes during the year 2007. The
diagram provided below represents the situation as of 31 December 2007.

Shareholders’ Meeting of
PHARMOS, a.s.

Supervisory Board

Board of Directors

General Director

/ Central Procurement Ostrava Plant Brandysek Plant
Marketing and Sales Prostéjov Plant Hradec Kralové Plant
Economy and Finance Brno Plant Plzeri Plant
Logistics Jihlava Plant Usti nad Labem Plant

=
Quality, Good Distribution Ceské Budgjovice Plant Lukéasov Plant
Practice, , ISO
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2.2. Company Bodies

Supervisory Board:
. Chairman of the Supervisory Board
e Member of the Supervisory Board
e Member of the Supervisory Board
. Member of the Supervisory Board
e Member of the Supervisory Board
. Member of the Supervisory Board

Board of Directors:
. Chairman of the Board of Directors
. Member of the Board of Directors
. Member of the Board of Directors
. Member of the Board of Directors
. Member of the Board of Directors
. Member of the Board of Directors
. Member of the Board of Directors
. Member of the Board of Directors

Helmut Kraft

PharmDr. Petr Nalevajka
Mgr. Ilona Mravcova
Mgr. Lea Lesakova

Ing. Oldfich Fiala
Christoph Noll

Ing. Roman Kejzlar

Ing. Jan Sula — until 18 May 2007

PharmDr. Marcel Cech — until 18 May 2007
PharmDr. Jifi Korta - until 18 May 2007
PharmDr. Ivan Sacha — from 18 May 2007
Mgr. Jaroslav NémecCek — from 18 May 2007
Mgr. Karel Slegr — from 18 May 2007

Alena Marync¢akova — from 18 May 2007

The data in the Notes to Financial Statements reflect the situation entered in the Company Register.

Presentation of the geographic location
of the distribution warehouses of the
company (PHARMOS, a.s. warehouses
and distribution pharmaceutical limited
liability companies warehouses).

Usti nad Labem

Prazska
lékarnicka

Plzeniska
Iékarnicka

_ PHARMOS
Ceské Budéjovice

PHARMNS

PHARMOS
Hradec Kralové

PHARMOS PHARMOS
Lukasov

PHARMACY
Sternberk

PHARMOS
Ostrava

PHARMOS
Prostéjov

Jihlavska PHARMOS Brno
Iékarnicka provoz MORAVIAPHARM

Distribuéni pokryti CR jednotlivymi sklady.

3. Profit and Loss

The profit and loss for the year 2007 may be assessed as positive, similarly to the past years, both from the viewpoint

of the profit and from the viewpoint of the development of the company's balance sheet items.

The total volume of the revenue from goods sold amounted to CZK 11 530 913 thousand, significantly up by 13.6% in
comparison with the same period of the last year. The total revenue from ordinary activity amounted to CZK 11 688 840
thousand, and the sale of goods had the most important share in this revenue volume. The decisive part of the revenue from
goods was represented by the supplies of pharmaceuticals and other complementary assortment to public and hospital
pharmacies. However, the growing sales to hospital pharmacies had a negative impact on the overall sales margins. In absolute
figures, the sales margin increased against the previous year, amounting to CZK 349 526 thousand; however, in relative figures

the margin decreased to 3.03%.

In the course of 2007, the development within the framework of operating cost items was successful. The
development of these was influenced in a negative manner especially by the changes in the price of some inputs, particularly an
increase in the price of purchased materials and power and, last but not least, an increase in the price of workforce. In the
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course of the year, several partial measures were adopted in the interest of strengthening furthermore the efficiency of the
entire operation of the company, and measures in the interest of further strengthening of stability and creation of conditions for
further development of the company were enforced. Thanks to this effort, the purchased consumables and services decreased
by CZK 4 220 thousand.

The most important items within the framework of operating costs (besides the costs of goods sold) include, above
all, the costs of purchased services and staff costs.

As regards financial management, the Company’s situation is complicated the most by the interests expenses which
have a significant influence on the financial profit/loss. The interests payable increased by CZK 15 199 thousand against 2006.

As of the last day of the monitored period, the fixed assets of the company reached the total amount of CZK
3915 180 thousand, and in comparison with the balance at the end of the last fiscal year, an increase was reported of
approximately CZK 88 502 thousand. The net book value of the tangible and intangible fixed assets as of 31 December 2007
decreased by CZK 13 066 thousand in comparison with the balance as of 31 December 2006. The current assets of the
company posted an annual increase of CZK 101 330 thousand.

The company’s equity increased by CZK 12 248 thousand and its total volume reached CZK 565 120 thousand. This
increase has a positive effect on the ratio indicators. In 2007, the Company's registered capital did not increase.

In view of the achieved profit for 2007, the company’s equity was furthermore strengthened, which stabilized the
financial resources of PHARMOS, a.s.

4. Investment Construction and Development of Activities

4.1. Investment Construction in the Past Year

The investments made in the course of the past years were focussed especially on the renewal and complementation
of the Company’s existing fixed assets and an overall improvement of the structure of these fixed assets. In 2007, the
installation of the dispatching line in the Brandysek plant was completed. Investments were allocated for the renovation of
information technology and office equipment in order to ensure their higher performance and reliability.

4.2, Plans concerning Investment Construction and Development of Activities

The Company intends to install dispatching lines in the other two plants, with the aim of increasing the dispatching
capacities of these plants and assure further savings of labour forces.
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5. Selected Data from the

Balance Sheet

TEXT (NET BALANCE) IN CZK ‘000 2002 2003 2004 2005 2006 2007
Total assets 2 796 091 3164 198 3 835 757 4 003 788 3 826 678 3915 180
Stock subscriptions receivable - - - - - -
Fixed assets 308 141 370 129 348 607 339 755 324 711 311 645
Intangible fixed assets 27 351 18 410 10 300 5703 3377 1121
Tangible fixed assets 233 676 307 505 315114 310 859 306 215 307 405
Financial investments 47 114 44 214 23 193 23 193 15119 3119
Current assets 2 486 825 2 793 310 3485 296 3 662 702 3500 013 3 601 343
Stock 672 083 759 551 974 818 1096 882 1 081 904 906 785
Long-term debtors 108 059 104 830 101 799 48 129 54 797 66 200
Short-term debtors 1623 409 1877711 239 210 2 482 531 2319 073 2563179
Financial assets 83 274 51218 10 469 35 160 44 239 65179
Other assets — temporary asset accounts 1125 759 1 854 1331 1954 2192
Total liabilities 2 796 091 3164 198 3835 757 4 003 788 3 826 678 3915 180
Equity 484 550 504 348 530 512 542 762 552 872 565 120
Registered capital 85 700 85 700 342 800 342 800 342 800 342 800
Capital funds 162 643 162 643 - - - -
Funds from profit 82 005 125 005 135 005 145 005 176 005 176 005
Retained profit or loss from previous years 89 739 94 343 15953 12 821 14 387 32 402
Profit or loss of current year 64 463 36 657 36 754 42 136 19 680 13 913
Liabilities 2 310 660 2 659 765 3 305 245 3 460 480 3273 287 3349 836
Reserves 1 860 5710 7 700 - 6 000 18 638
Long-term liabilities 11 968 10 541 - 29 558 24 376 16 603
Short-term liabilities 1173312 1328 908 1435 538 1 509 832 1 380 086 1 360 867
Bank loans and overdrafts 1123 520 1314 606 1862 007 1921 090 1 862 825 1953 728
Other liabilities - temporary liability 881 85 - 546 519 224

accounts
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6. Selected Data from the Profit and Loss Account

_’% Lﬁ' 4

TEXT (CZK ‘000) 2002 2003 2004 7 2065 2006 2007

Sales of goods purchase for resale 7978982 8536152 9695500 10678580 10149993 115300913
Cost of goods sold 7674363 8235544 9413099 10333668 9831912 11181387
Gross margin 304 619 300 608 282 401 344 912 318 081 349 526
Sale of own products and services 130 232 138 852 139 178 159 744 158 799 157 927
Consumables 22 720 19 631 21 968 25 301 26 675 25 029
Services 126 796 126 676 139 897 153 765 144 226 141 652
Added value 285 335 293 153 259 714 325 590 305 979 340 772
Wages and salaries 94 785 99 091 104 428 111 314 114 096 117 605
Social and health insurance 32 521 33 313 35 667 37 788 39 514 39 071
Social benefits 3952 4 281 3 664 5054 6 985 8 039
Taxes and charges 999 2 854 1186 3 806 -605 1522
Depreciation of intangible and tangible fixed assets 29 739 27 678 22 973 20 543 20 111 27 749
Sales of fixed assets and materials 31 406 1 568 2 377 5727 71 487
Net book value of sold fixed assets and materials 22 942 244 376 3825 22 195
Change in the reserves and adjusting entries in the 11 633 16 814 4116 19 525 3528 24 734
area of operations and complex retained expenses

Other operating income 6 677 10 996 9 647 6 203 9 386 11 641
Other operating expenses 6 246 23 155 10 474 18 035 26 425 28 719
Profit / loss from operations 120 601 98 287 88 854 117 630 105 360 105 266
Sales of securities and shares - 6 000 21 416 - - -
Securities and shares sold 6 600 21 242 - - -
Change in the reserves and adjusting entries in the -50 - 6 000 -
area of finance

Interest income 13019 10 725 10 495 7118 4811 4 899
Interest expenses 55 686 52 260 51 484 61 337 62 245 77 444
Other financial income 37 012 30 104 28 495 22 256 17 797 18 575
Other financial expenses 20 582 30 062 28 217 28 618 21 782 33 536
Profit or loss from financial operations -26 187 -42 093 -40 537 -60 581 -67 419 -87 506
Income tax on ordinary activities — due 30 991 21 403 10 066 15 203 13 486 11 620
Income tax on ordinary activities — deferred -21 -841 1 806 292 4775 -7 773
Profit or loss from ordinary activities 63 444 35632 36 445 41 554 19 680 13913
Extraordinary income 1021 1038 400 687 - -
Extraordinary expenses 2 13 91 105 - -
Income tax on extraordinary activities — due - - - - - -
Extraordinary profit or loss 1019 1025 309 582 - -
Profit or loss of current year 64 463 36 657 36 754 42 136 19 680 13913
Profit or loss before taxation 95 433 57 219 48 626 57 631 37 941 17 760
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7. Selected Data from the Cash Flow Statement
—— \§ »
)
No. TEXT (CZK ‘000) 2004 2005 2006 2007
P. Balance of funds and monetary equivalents at the beg. of the accounting period 51218 10469 35160 44239
Z. Book profit/loss from ordinary activity before taxation 48315 57049 37941 17 760
A.l.  Adjustments with non-monetary operations 65902 85332 87024 124736
A.1.1. Depreciation of fixed assets (+) except for net book value of fixed assets sold 30027 20543 27165 27 750
A.1.2. Variation in adjustments and reserves, and variat. in temp. asset and liab. acc. (+/-) -2946 12472 2474 24734
A.1.3. Profit (loss) from the sale of fixed assets (-/+) -2 168 -1 902 -49 -293
A.1.4. Revenue from dividends and share of profit (-) - - - -
A.1.5. Settled expense interests (+) and settled income interests (-) 40989 54219 57434 72545
A* Net cash flow from oper. act. before tax., changes in work. cap. and extraord. items 114 217 142 381 124965 142 496
A.2. Change in the need of working capital -47 761 - 46 334 -3266 -11604
A.2.1. Variation in operating activity receivables (+/-) -501 316 -69575 158 887 -269 416
A.2.2. Variation in operating activity short-term liabilities (+/-) 665639 145916 -177188 81 140
A.2.3. Variation in stocks (+/-) -212 084 -122675 15035 176672
Ax* Net cash flow from operating activity before taxation and extraordinary items 66456 96047 121699 130892
A.3. Expenditure on interests paid except for capitalized interests (-) -51484 -61337 -62245 -77444
A4. Interests received (+) 10 495 7118 4811 4899
A5.  Tax paid on income from ordin. act. and for additional tax assess. for previous -27 366 3678 -11548 -12371
years
A.6. Receipts and expenditures related to extraordinary accounting cases 309 582 - -
A***  Net cash flow from operating activity -1590 46088 52717 45976
B.1.  Expenditures related to acquisition of fixed assets -30122 -15511 -12168 -14879
B.2. Income from sale of fixed assets 23 786 5727 71 488
B.3.  Loans and credits for related persons
B***  Net cash flow related to investment activity -6336 -9784 -12097 -14391
C.1.  Variation in long-term or short-term liabilities -22541 -2043 -21957 -9 000
C.2.  Impact of variation in equity on funds -10282 -9570 -9 584 -1 645
C.2.1. Increase in funds and monet. equiv. due to increased reg. capital, reserve fund (+)
C.2.2. Payment of share in equity to associates (-) -9570 -9 584
C.2.3. Monet. don. and allocat. into equity and other ass.s’ and shareholders’ deposits (+)
C.2.4. Settlement of loss on behalf of associates (+)
C.2.5. Direct payments to the debit of funds (-) -1 720
C.2.6. Dividends paid including paid withholding tax (-) -8 562 1645
C.3.  Received dividends (+)
C**  Net cash flow related to financial activity -32823 -11613 -31541 -10645
F. Net increase/decrease in the balance of funds -40749 24 691 9079 20940
R. Balance of funds and monetary equivalents at the end of the accounting period 10469 35160 44239 65179
10

PHARMOS, a.s., se sidlem Tésinska 1349/296, 716 00 Ostrava-Radvanice, ICO: 19010290
Spolecnost zapsana v obchodnim rejsttiku vedeném Krajskym soudem v Ostravé, oddil B, viozka 188

tel: +420-597575211, Fax: +420-597575261, e-mail: info@pharmos.cz



8. Company Supervisory Board Report

Company Supervisory Board Report Concerning 2007 Financial Statements

The Supervisory Board of PHARMOS, a.s. was duly informed about the development of the business activity of the
company and fulfilled all the pertinent tasks both according to the Czech system of law and according to the Articles of
Association.

The Final Accounts and Annual Report were audited as of 31 December 2007 by AUDIT PROFESIONAL spol. s r.o.,
the company’s auditor. The Supervisory Board has examined the Annual Report and approves of the findings contained in the
Auditor’s Report as of 31 December 2007.

The Supervisory Board would like to thank all the Members of the Board of Directors of PHARMOS, a.s. participating
in the company’s activity.

Supervisory Board
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9.

Independent Auditors' Report concerning the Annual Report

AR v L 0) S 2008
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PILARMAOS, a.5.
Epriva o Gdetnd zdvirec
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10. Information about Data Ascertained after 31 December 2007

As of 30 April 2008, Ing. Roman Kejzlar resigned from his position of the Chairman of the Board of Directors and
General Director.

11. Anticipated Development of Company

Attention shall be further devoted to the growth of sales on the supplies to pharmacies, hospitals and medical product
outlets throughout the Czech Republic; increased attention shall be given to regions where PHARMOS holds a market share
below 20%.

In addition, logistics shall be taken care of particularly in Ostrava, Brno and Brandysek. Efficiency measures will be
gradually adopted to increase labour productivity and ensure further decrease in expenses of all sorts.

12. Activities in Research, Development and the Environment Protection

PHARMOS, a.s. pursues no activities in research or development. This also applies to the area of environment
protection, where our long-term effort is to pursue our business to ensure that we do not harm the environment.

In our capital construction and redevelopment projects, we make sure that these projects have no negative impact on
the environment.

PHARMOS, a.s. runs no outlets or organizational constituents outside the Czech Republic. All operating premises are
situated in the Czech Republic and all activities are carried out in the Czech Republic.

Ostrava, 16 June 2008

PharmDr. Ivan Sécha Alena Maryncakova
Board of Directors member Board of Directors member
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2007 Financial Statements

Minimum binding account of information acc. to

Decree 500/2002 Coll.

BALANCE SHEET
unabbreviated
as of 31 December 2007

(rounded to CZK ‘000)

1D No.

19010290

Trade name of accounting unit

PHARMOS, a.s.

Registered office of accounting unit
TéSinska 1349/296

Ostrava - Radvanice

716 00
Identification ASSETS Current fiscal year Previous fiscal
year
Gross Correction Net Net
a b 1 2 3 4
TOTAL ASSETS (line 02 + 03 + 31 + 62) = line 66 4208 417 -293 237 3915 180 3826 678
B. Fixed assets (line 04 + 13 + 23) 517 661 -206 016 311 645 324711
B. 1 Intangible fixed assets (line 05 to 12) 44 577 -43 456 1121 3377
3. Software 18 035 -16 914 1121 3377
4. Valuable rights 26 542 -26 542
B. Il Tangible fixed assets (line 14 to 22) 469 863 -162 458 307 405 306 215
B.I. 1 Lands 15919 15919 15 026
2. Structures 230 814 -44 638 186 176 178 370
3. Machinery, tools & equipment, vehicles and fixtures 116 407 -75 499 40 908 30 626
7. Tangible fixed assets not-in-use 10 051
8. Prepayments for tangible fixed assets 920 920 1607
9. Difference in valuation of acquired assets (+/-) 105 803 -42 321 63 482 70535
B. I Long-term investments (line 24 to 30) 3221 -102 3119 15 119
3. Other long-term securities and shares 221 -102 119 119
4. Loans and credits - controlling entity, substantial effect 12 000
6. Acquired long-term investments 3000 3000 3000
Current assets (line 32 + 39 + 47 + 57) 3688 564 -87 221 3601 343 3500013
N Inventories (line 33 to 38) 908 587 -1802 906 785 1081 904
5. Merchandise 908 587 -1 802 906 785 1081904
1. Long-term debtors (line 40 to 46) 66 200 66 200 54 797
II. 1. Receivables from trade relations 47 531 47 531 54 797
2. Ssg::gghegssfrom subsidiaries and controlled 18 669 18 669
NIiN Short-term debtors (line 48 to 56) 2648 598 -85 419 2563 179 2319073
C. 1. 1. Receivables from trade relations 2556 601 -85 419 2471182 1801 280
2. Receivables from controlling entities 6182 6182 440 413
6. Taxes receivable 1762
7. Short-term prepayments 2549 2549 3132
8. Estimated receivables 80 741 80 741 67 657
9. Other receivables 2525 2525 4829
\A Short-term investments (line 58 to 61) 65179 65179 44 239
SV L Cash 2870 2870 3006
2. Bank accounts 48 149 48 149 41233
3. Short-term securities and shares 14 160 14 160
L Accruals and deferrals (line 63 to 65) 2192 2192 1954
I 1. Deferred expenses 1603 1603 1155
3. Accrued income 589 589 799
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Identification LIABILITIES Current fiscal year Prior fiscal year
a b 5 6
TOTAL LIABILITIES (line 67 + 84 + 117) = line 001 3915 180 3826 678
A. Equity (line 68 + 72 + 77 + 80 + 83) 565 120 552 872
Al Registered capital (line 69 to 71) 342 800 342 800
Al 1. Registered capital 342 800 342 800
A Reserve fund, indivisible fund and other funds from profit
(line 78 + 79) 176 005 176 005
Al 1. Statutory reserve fund / indivisible fund 140 000 140 000
2. Statutory and other funds 36 005 36 005
A IV. Retained profit or loss from prior years (line 81 + 82) 32 402 14 387
A V. 1. Retained profit of prior years 32 402 14 387
Profit / loss of current year.
AV (line 01 - 68 - 72 - 77 - 80 - 84 - 117) = line 60 of Profit and Loss
Account, unabbreviated 13913 19 680
B. Liabilities (line 85 + 90 + 101 + 113) 3349 836 3273287
B. I Reserves (line 86 to 89) 18 638 6000
4., Reserves according to the relevant legal regulations 18 638 6 000
B. Il Long-term payables (line 91 to 100) 16 603 24 376
10. Deferred tax liability 16 603 24 376
B. 1l Short-term payables (line 102 to 112) 1360 867 1 380 086
B. . 1. Payables from trade relations 1309 287 1329184
2. Payables to controlling entity 12 258
4. Payables to partners and consortium members 21 19
5. Accounts payable to employees 6 594 6 592
6. Payables from social security and health insurance 3475 3662
7. Taxes payable and subsidies 12 142 2 265
8. Short-term advances received 7822 7302
10. Anticipated liabilities 21 406 18 404
11. Other creditors 120 400
B. IV. Bank loans and borrowings (line 114 to 116) 1953 728 1862 825
B.IV. 1. Long-term bank loans 9 000
2. Short-term bank loans 1953 728 1853 825
C. Accruals and deferrals (line 118 + 119) 224 519
c.l. 1 Accrued expenses 151 519
2. Accrued income 73
Compiled on: Approved on: Signature of the statutory body of the accounting unit
12.06.2008 12.06.2008

Legal form: joint stock company

Subiject of enterprise: Purchase of goods for sale and resale

Incorporated in the Company Register kept on file by the Regional Court in Ostrava, Section B, Insert 188.
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Minimum binding account of

information acc. to

Decree 500/2002 Coll.

PROFIT AND LOSS STATEMENT

unabbreviated

as of 31 December 2007

(rounded to CZK ‘000)

ID No.

19010290

Trade name of accounting unit

PHARMOS, ass.

Registered office of accounting unit
Tésinska 1349/296
Ostrava - Radvanice

716 00

Identification TEXT Figures posted during fiscal year
current prior
a b 1 2
I Sales of goods purchased for resale 11530 913 10 149 993
A Cost of goods sold 11181 387 9831912
+ Gross margin (line 01 - 02) 349 526 318 081
. Production (line 05 to 07) 157 927 158 799
1. 1. Sale of own products and services 157 927 158 799
B. (U TEES) GRS 2 (line 09 + 10) 166 681 170 901
services
B.1 Consumption of material and energy 25029 26 675
B.2 Services 141 652 144 226
+ Added value (line 03 + 04 - 08) 340 772 305 979
C. Staff costs (line 13 to 16) 164 715 160 595
C. 1 Wages and salaries 117 605 114 096
C.3. Social security and health insurance expenses 39071 39514
C. 4. Social benefits 8039 6985
D. Taxes and charges 1522 -605
E. Depreciations of tangible and intangible fixed assets 27 749 20111
Sales of fixed assets and materials
1. 487 71
(line 20 + 21)
. 1. (line 20 + 21) 487 71
F. Sales of fixed assets 195 22
L1 Net book value of sold fixed assets and materials  (line 23 + 24) 195 22
G. Net book value of sold fixed assets 24734 9528
Change in reserves and adjusting entries in the area of operations and
V- complex retained expenses (+/-) 11641 9386
H. Other operating income 28 719 26 425
Other operating expenses [line 11 - 12 -
* 105 266 99 360
17 -18 + 19 - 22 - (+/-25) + 26 - 27+ (-28) - (-29)]
X. Interests receivable 4899 4811
N. Interests payable 77 444 62 245
XI. Other financial income 18 575 17 797
O. Other financial expenses 33536 21782
Financial profit or loss
* line 31 - 32 + 33 + 37 - 38 + 30 - 40 - (+/-41) + 42 - 43 + 44 - 45 + (-46) - (- /59 Gl
47)]
Q. Income tax on ordinary activities (line 50 + 51) 3847 18 261
Q. 1. —due 11 620 13 486
Q.2. — deferred -7773 4775
Profit or loss from ordinary activities
i 13913 19 680
(line 30 + 48 - 49)
Profit or loss of current year (+/-)
il 13913 19 680
(line 52 + 58 - 59)
- §
Profit or loss before tax 17 760 37941
Compiled on: 12 June 2008 Signature of the statutory body of the accounting unit
Legal form: joint stock company Subject of enterprise: Purchase of goods for sale and resale
Incorporated in the Company Register kept on file by the Regional Court in Ostrava, Section B, Insert 188.
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Notes to Financial Statement of PHARMOS, a.s., as of 31 December
2007

The Notes are issued in accordance with the Ministry of Finance Decree 500/2002 Coll. of 6 November 2002, implementing
some provisions of Act 563/1991 Coll., concerning accountancy, as amended by subsequent regulations, for accounting units
with double-entry bookkeeping. The data in the Notes are based on the bookkeeping papers of the accounting unit (accounting
documents, books and other papers) and on other data available to the accounting unit. The values are expressed in thousands
of CZK, unless stated otherwise.
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1. Descripti

Trade name: PHARMOS, a.s.

Registered office: Tésinska 1349/296, Ostrava-Radvanice, Postcode: 716 00
Legal form: Joint-stock company

ID No.: 19010290

VAT No.: CZ19010290

Subject of enterprise:
- Purchase of goods for sale and resale
- Organization of cultural, sports, community and education events (except Section 3, Paragraph 9)
- Advisory services (except accounting, economic, organizational) and consultants

Major subject of enterprise:
- Purchase of goods for sale and resale

Establishment of company:
The company was established on 30 April 1991 upon its incorporation in the Company Register kept on file at the
Regional Court in Ostrava, Section B, Insert 188.
BALANCE SHEET DATE 31.12.2007
DATE OF FINANCIAL STATEMENT 12.6.2008
INFORMATION CONCERNING IMPLEMENTED OR FORESEEN TRANSFORMATION OF THE COMPANY
The accounting unit does not plan any transformation of the company.
INFORMATION CONCERNING CHANGES IN FISCAL YEAR
The accounting unit does not plan to shift to a marketing year
Incorporated registered capital:
Total volume: CZK 342 800 000 (100% paid-up)
Incorporated on 10 September 2004 on the basis of a decision adopted by the Shareholders' Meeting in March 2004
Shares:
- 275 registered shares at a nominal value of CZK 1 000 000
- 5710 bearer shares at a nominal value of CZK 5 000
- 13 registered shares with a nominal value of CZK 50 000

- 386 registered shares with a nominal value of CZK 100 000

Persons holding shares in the registered capital of the accounting unit exceeding 20%:

Name of As of 31 Dec As of 31 Dec As of 31 Dec As of 31 Dec
individual or Residence, 2007 2006 2005 2004
trade name of registered office i.e.% Share ie.% Share i.e.% Share i.e % Share
corporation
PHOENIX
International Mannheim, Germany 28.00 96 000 28.00 96 000 28.00 96 000 28.00 96 000

Beteiligungs GmbH
TéSinska 1349/296,

Ceska lékarnicka, 71600 Ostrava- 71.55
ae Radvanice, Czech 245280  71.55 245280  71.55 245280  71.55 245 280
Republic
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Organizational structure of accounting unit and any significant changes thereof during the previous fiscal year:

There were no significant changes to the organizational structure as compared to the situation during the previous year.

Shareholders‘ Meeting
PHARMOS, a.s.

Supervisory Board

Board of Directors

General Director
]

/ Central Procurement Ostrava Plant Brandysek Plant
Marketing and Sale Prostéjov Plant Hradec Kralové Plant
Economy and Finance Brno Plant Plzeri Plant
Logistics Jihlava Plant Usti nad Labem Plant

=
Quality, Good Distribution Ceské Budgjovice Plant Lukéasov Plant
Practice, ISO

\_ J

Members of statutory and supervisory bodies as of the balance sheet date:

Title Last name Name Degree Note

Chairman of the Board of . Ing.

] Kejzlar Roman
Directors .
Member of the Board of Directors  Sacha Ivan PharmDr. Member since 18 May 2007
Member of the Board of Directors ~ MarynCakova Alena Member since 18 May 2007
Member of the Board of Directors  Slegr Karel Mgr. Member since 30 August 2007
Member of the Board of Directors  Némecek Jaroslav Mgr. Member since 18 May 2007
Chairman of the Supervisory Kraft Helmut Dr.
Board
Member of the Supervisory Board Nalevajka Petr PharmDr.
Member of the Supervisory Board Mravcova Ilona Mgr.
Member of the Supervisory Board  Lesdkova Lea Mgr.
Member of the Supervisory Board  Fiala Oldfich Ing.
Member of the Supervisory Board  Noll Christoph
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or contractual interests of the accounting unit in other companies (11.2

Ownership interests exceeding 20% - none

3. Company employees, staff costs (I1.3)

Employees total Of this: members of management
Item 2007 2006 2007 2006
Average headcount 672 693 69 81
Wages and salaries 117 605 114 096 23 570 23 689
Social security expenses 39 071 39514 7 638 8 197
Social benefits 8 039 6 985 580 680
Cost of staff, total 164 715 160 595 31788 32 566

Remuneration to members of statutory and supervisory | 2007 2006
bodies

Remuneration to members of statutory bodies 400 900
Remuneration to members of supervisory bodies 260 160
Total 660 1.060

4. Compensations and benefits (I1.4

No former or current members of the statutory, management and supervisory bodies were awarded any compensations or
benefits during the course of the fiscal year. According to the Statutes, members of the Board of Directors are employees of
PHARMOS, a.s.

Applied accounting methods, general accounting principles and methods of

evaluation (II1I

The presented Financial Statement was processed in accordance with Act 563/1991 Coll., concerning accountancy, and Notice by the Czech
Ministry of Finance No. 500/2002 Coll., implementing some provisions of Act 563/1991 Coll., concerning accountancy, as amended by subsequent
regulations, for accounting units with double-entry bookkeeping, and the applicable Czech Accounting Standards.

1. Method of asset evaluation (II1.2.1)

1.1. Inventories

Accounting of stock (III.2.1.a)
- According to method A of stock recording
Release of stock from warehouse is accounted:
- using the FIFO method
Evaluation of stock (III.2.1.a) (II1.2.3.)
» Evaluation of stock created at own costs:
L] not applied during the year
«  Evaluation of purchased stock:
- in actual acquisition prices, including:
L] price of acquisition
= secondary acquisition costs:
. transport expenses
L] customs
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1.2. Evaluation of tangible and intangible fixed assets

Tangible and intangible fixed assets are evaluated on the basis of the acquisition prices, i.e. prices for which such assets were
acquired (price of acquisition) and expenses related to the acquisition (secondary acquisition costs).

As regards tangible and intangible fixed assets acquired on the basis of a non-monetary deposit of Ceska lékérnicka a.s. in
PHARMOS, a.s., the acquirer (i.e. PHARMOS, a.s.) continues — from the tax perspective — in the depreciations commenced by
the original owner, in accordance with Section 30, Paragraph 12, Letter b) of the Income Tax Act, i.e. the entry price for the
evaluation of assets in the company's books is the net book value of such assets at the depositor.

In connection with the implementation of a non-monetary deposit of Ceska Iékarnicka, a.s., PHARMOS, a.s. also registers, as of
1 January 2002, an adjustment to the acquired assets in a total amount of CZK 105 803 thousand; this adjustment represents
the differences in the accounting evaluation of the subject of the non-monetary deposit with the depositor adopted in the
accountancy books of the acquirer (i.e. PHARMOS, a.s.) and the evaluation provided by 2 independent experts appointed by the
court for the evaluation of the non-monetary deposit of Ceska lékarnicka, a.s., i.e. Ing. Petr Kor¢ (an expert appointed by the
Regional Court in Ostrava on 30 November 1983, ref. No. 4056/83, for the fields of economy, prices and assessment of real
property, vehicles, machinery, devices and systems, market evaluation of enterprises; the expert's report is registered under
ref. No. 22036) and Mgr. Pavel Prochézka (an expert appointed by the Regional Court in Ostrava on 25 October 2001, ref. No.
3476/2001 for the fields of economy, specializing in prices and assessment of enterprises.; the expert's report is registered
under ref. No. 07-05/2002). The expert report was made out in order to ascertain the actual status on the basis of the pertinent
assessment methodology, as of the assessment record date, i.e. 31 December 2001. The synthesis of the methods used for the
calculation of the market value (normal value calculated with the use of the substance method and normal value of the non-
monetary deposit calculated with the use of the return method of discounted net flows into the company) was conducted with
the use of the method of weighted average. The value of the non-monetary deposit of the depositor (Ceska Iékarnicka, a.s.)
while maintaining the going concern assumption was determined at CZK 180,787 thousand.

1.3. Evaluation of securities and ownership interests (II1.2.1.c)

During the fiscal year concerned, the company owned securities and ownership interests evaluated on the basis of acquisition
prices.

1.4. Evaluation of livestock increments (II1.2.1.d)

The company does not have any assets of this category.

2. Determination of reproduction acquisition price (I11.2.2
During the current or previous fiscal year, the company did not make use of reproduction acquisition prices.

3. Changes in evaluation, depreciations and accounting proceedings (II1.2.4
During the fiscal year concerned, the accounting unit reported no changes regarding the accounting methods.

4. Adjustments to assets (I11.2.5

Source of information
concerning the

Adjustment Method of determining determining of
adjustment amount
Adjustment to Registration of securities

) - % of the value of financial investment (deposit) .
financial investments and deposits
Stock expiring within 3 months: 50% of the stock value.

Stock expiring within 6 months: 20% of the stock value.

Adjustment to stock Stock records

Statutory adjustments are created depending on the number of months
overdue (i.e. for receivables overdue for a period exceeding 6 months,
adjustments are generated at the amount of 20% For receivables for which
court proceedings have been initiated, the adjustment is created as follows:

overdue for a period exceeding 12 months: 33% Accounts receivable
Adjustment to overdue for a period exceeding 18 months: 50% ledger, book inventory
receivables overdue for a period exceeding 24 months: 66% and recording of legal
overdue for a period exceeding 30 months: 80% proceedings

overdue for a period exceeding 36 months: 100%
An adjusting entry is created to receivables against companies under
bankruptcy in the amount of 100%.
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Adjustments to: Balance as of 1 Jan Additions Payments Balance as of 31 Dec
2006 2007 2006 2007 2006 2007 2006 2007

Tangible and
intangible fixed - - - - - - - -
assets
Stock 3412 3355 - - 57 1553 3355 1802
Financial investments 77 102 25 - - 102 102
Receivables - 75264 71770 - 13649 3494 71770 85 419
statutory
Other receivables - - - - - - - -

5. Depreciations (II1.2.6

The depreciation plan concerning tangible fixed assets was defined by the accounting unit in its internal directives, based on the
assumed wear and tear of the registered property corresponding to the standard conditions of its use; the accounting and tax
depreciations are not equal.

The depreciation plan concerning intangible fixed assets was defined during the period concerned with respect to the period
during which such assets were used. The accounting and tax depreciations are not equal.

In the depreciation of tangible and intangible fixed assets, there were no changes in 2006 reported compared to the previous
years. Depreciation plans are compiled separately for each individual property. The accounting depreciations are defined as an
even percentage during the entire service life of such tangible and intangible fixed assets. Tax depreciations of tangible fixed
assets are determined according to the pertinent provisions of the Income Tax Act, as linear (i.e. equal) and accelerated
depreciations. As regards tangible fixed assets, the accounting and tax depreciations are not equal.

As regards tangible and intangible fixed assets acquired on the basis of a non-monetary deposit of Ceska lékarnicka a.s. in
PHARMOS, a.s., the acquirer (i.e. PHARMOS, a.s.) continues — from the tax perspective — in the depreciations commenced by
the original owner, in accordance with Section 30, Paragraph 12, Letter b) of the Income Tax Act, i.e. the entry price for the
evaluation of assets in the company's books is the net book value of such assets at the depositor.

Depreciation system of petty intangible and tangible fixed assets

Petty tangible fixed assets are reported at a separate analytical account 022028 - Petty tangible fixed assets. Tangible fixed
assets can be classified as petty on condition that they do not fulfil the conditions for being classified as tangible fixed assets
and this concerns office furniture (without limitation of the acquisition price lower limit), office equipment and machinery with
the acquisition price exceeding the amount of CZK 3 000 excl. VAT and the service life exceeding 1 year, other separate assets
with the acquisition price exceeding the amount of CZK 5 000 excl. VAT and the service life exceeding 1 year, or assets
classified in listed categories according to internal directives.

Petty tangible assets falling outside the conditions above are reported as company's expenses at account 501 - Consumption of
material.

Petty intangible fixed assets are reported at a separate analytical account 013018 - Petty intangible fixed assets. Intangible
fixed assets can be classified as petty on condition that they do not fulfil the conditions for being classified as fixed assets and
this concerns intangible assets with the acquisition price exceeding the amount of CZK 10 000 excl. VAT.

As of 1 January 2003, petty intangible assets and petty tangible assets are depreciated over a period of 24 months.

Petty intangible assets falling outside the conditions above are reported as company's expenses at account 518 — Other
services.

Adjustments to acquired assets are depreciated evenly during a period of 15 years.

6. Conversion of foreign currency to Czech currency (I11.2.7)

In the conversion of foreign currencies to the Czech currency, the company makes use of:

- current daily exchange rate announced by the Czech National Bank (daily exchange rates are valid for the entire following
business day). As of the balance sheet date, receivables, cash and liabilities were recalculated using the CNB exchange rate
valid as of 31 December 2007.
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7. Determination of deferred tax

In accordance with the Czech Accounting Standard 3 (hereinafter the CAS), the accounting unit reported deferred tax from

previous accounting and tax differences:

Item Fiscal year
current prior

Residual value (accounting) > residual value (tax) -21 974 -24 915
Qutstanding default interest - receivable -4 244 -2 521
Unapplied reinvestment - -
Adjustments to acquired assets, by 31 Dec 2004 -63 482 -84 642
Total taxable -89 700 -112 078
Deferred tax liability (2006-24%; 2007-21%,

2007-19%) -17 128 -26 899
Residual value (accounting) < residual value (tax) - -
Adjustments to securities - 102
Adjustments to stock 1802 3355
Adjustments to acquired assets - 7 054
Accounting adjustments to receivables - -
Accounting reserves - -
Outstanding property transfer tax - -
Qutstanding penalties 697 -
Unapplied reinvestment - -
Unapplied tax loss - -
Total deductibles 2 499 10 511
Deferred tax liability (2006-24%, 2007-21%) 525 2523
Deferred tax, total (+ receivables /

- liabilities) -16 603 ~24 376

The calculation for 2007 is adjusted in accordance with the actual clearance of the adjustment to the acquired assets.

and financial situation of the compan

1. Data critical for the assessment of the prope

1.1. Back income tax for previous fiscal years

For the prior fiscal year, the company posted a back income tax in the amount of CZK 257 thousand.

1.2. Long-term bank loans

The company reported a long-term loan of CZK 60 000 000 for the purchase of a warehouse and land, situated at Hudcova 72, Brno (Certificate
of Ownership No. 1389, cadastral district of Medlanky, Real Estate Registry in Brno). The monthly instalment is CZK 1 000 000 and as of 31
December 2007, the balance was CZK 9 000 000. The Contract was signed on 27 March 2003, the credit is repayable by 22 September 2008.
Because the loan will be payable within 12 months, the loan was posted in the category of short-term loans payable within 1 calendar year.

. Total loans
Maturity 2007 2006
Payable according to a long-term schedule 12 million
Payable within 1 year 9 million 9 million
TOTAL N 9 21 million
million
1.3. Breakdown of subsidies accepted for investment and operating purposes
Reason for subsidy | Provider 2007 2006

No subsidies for investment or operating purposes accepted - - -
TOTAL - - -

1.4. Short-term investments

As of the Financial Statement date, the company posts Short-term investments in the amount of CZK 14 160 thousand. These are shares of Ceskd
lékarnickd, a.s., purchased from the original share owners under the Moje Iekarna (My Pharmacy) project. The aim of the project is to further
increase the company’s sales. The shares purchased under the Moje lékdrna (My Pharmacy) project will be offered to pharmacists on a reciprocal
basis for an increase in the volume of sales — in accordance with a resolution of the Shareholders’ Meeting of Ceskd lekarnickd, a.s.
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2. Important events following the Financial Statement date (IV.2

Prior to the compilation of the Notes to the Financial Statement, Mr Ing. Roman Kejzlar, resigned from his position of a
Chairman of the Board of Directors.

During its meeting of 15 May 2008, the Supervisory Board approved the sale of real estate properties — former warehouses at
Svabinského street in Ostrava.

In 2008, a decision adopted by the Office for the Protection of Economic Competition became legally effective, regarding a
penalty further specified in Article 6 of the Notes. The penalty was settled according to the agreed instalment schedule, and in
May 2008, the Office for the Protection of Economic Competition issued a decision adjourning the instalments for 2009.

3. Additional information concerning tangible and intangible fixed assets

3.1. Main categories of tangible fixed assets (IV.3.1.a)

isiti i Increase Decrease
Category Acquisition price Allowances Net book value (acauisition price) (net book pice
2007 2006 2007 2006 2007 2006 2007 2007

Lands 15919 15 026 - - 15919 15 026 893 0
Buildings, halls, structures 230 814 216 179 44 638 37 809 186 176 178 370 14 634 6 828
Machinery, tools &
equipment, vehicles and 116 407 97 851 75 499 67 225 40 908 30 626 21 660 11 378
fixtures
- Machinery, tools & 72248 55021 37407 32007 34841 22 924 18 677 6 760
equipment,
- Vehicles 4563 5430 3502 3678 1061 1752 0 691
- Inventory 6 970 6 852 5392 4785 1578 2 067 118 607
-Other tangible fixed assets 32626 30 548 29 198 26 665 3428 3883 2 865 3320
Tangible fixed assets in - 10 051 - - - 10 051 - 10 051
progress
Adjustments to acquired 105 803 105 803 42 321 35268 63 482 70 535 0 7 054
assets

Prepayments for tangible fixed assets as of 31 December 2007 were CZK 920 thousand.

3.2, Intangible fixed assets (IV.3.1.b)

Increase Decrease

Category Acquisition price Allowances Net book value €ASE  (net bonk prce,

2007 2006 2007 2006 2007 2006 2007 2007
Software 16 726 16 465 15 776 13 164 950 3301 261 2612
Valuable rights 26 542 26 542 26 542 26 542 - - -
Results of scientific activities 1309 1143 1139 1067 170 76 166 72

Other intangible fixed assets

Intangible fixed assets in
progress

Prepayments for intangible fixed assets as of 31 December 2007 were CZK 0.

3.3. Tangible fixed assets acquired in the form of financial lease (IV.3.1.c)

(Financial leasing with subsequent purchase of the leased item, together according to individual categories of assets, figures
excl. VAT, except for passenger vehicles.)

First Instalments to be
instalmen Total paid
Summary of financial leasing Total instalmen  Lnstalme
value t nts paid less than after 1
(pree:ta)ym o 1 year year
(_qur(r)((e)r;t fiscal year z:lsj?s;%irtvehlcles, utility vehicles, stock 12572 3814 8 758 3321 1843 3504
ngtlguzsofésé:al Z(a]z?srr:]geirt vehicles, utility vehicles, stock 9836 3170 6 666 3212 1785 1669
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3.4. Tangible fixed assets acquired in the form of operative lease

The company does not acquire any assets via operative lease

3.5. Total amount of off-balance assets (IV.3.1.e)

The accounting unit reports no such assets as of the balance sheet date.

3.6. Breakdown of tangible fixed assets subject to right of lien (IV.3.1.f)

Current year — 2007

Property Book value Security Purpose Duration Liability
Warehouse complex Ostrava-Radvanice  Buildings -
(building and land) approximately CZK During the
Warehouse complex Prostéjov (building 216 million in Entry of right of lien 021000- period of the
and land) acquisition price ; Buildings, ! Based on credit

, - to Certificate of credit contract .
Warehouse complex Brandysek (approximately CZK Ownership halls, according to contracts entered into
(building and land) 130 million in net book registered by the structures the credit and with financial
prices) 9 Y e 031000 - . institutions.
) Real Estate Registry. security
Warehouse complex Ostrava- Land - approximately Lands agreement
Svabinského (building and land) CZK 14 million in
acquisition prices.

Warehouse complex Brno (building and
land)
Previous year — 2006

Property Book value Security Purpose Duration Liability
Warehouse complex Ostrava-Radvanice
(building and land) Buildings -
Warehouse complex Prostéjov (building  approximately CZK During the
and land) . 216 million in Entry of right of lien 021000- period of the )
Warehouse complex Brandysek acquisition price to Certificate of Buildings, credit contract Based on credit
(building and land) (approximately CZK Ownershi halls, according to contracts entered into
Warehouse complex Ostrava- 178 million in net book registere dpb the structures the cre dg and with financial
Svabinského (building and land) prices) 9 Y 031000 - . institutions.

A ) Real Estate Registry. security

Warehouse complex Hradec Kralové Land - approximately Lands agreement
(building and land) CZK 14 million in

Warehouse complex Brno (building and
land)

acquisition prices.

3.7. Summary of assets with significant differences between market and book values (1V.3.1.g)

Assets

Book value

Market value

135 3623
Terminated leasing agreements (before 31 Dec 2007 incl. prior years)

129 3162
Terminated leasing agreements (before 31 Dec 2006 incl. prior years)

123 2699

Terminated leasing agreements (before 31 Dec 2005 incl. prior years)
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3.8. Long—term investments — securities and ownership interests (IV.3.1.h)

Summary of securities and ownership interests in and outside the Czech Republic (subsidiaries and associates).
Current year — 2007

Trade name Regls_tered Acqu|_5|t|on Share (%) Adjustment Dividends Profit/loss of
office price current year
AGB Praha a.s. Prague, CR 102 102 - -
Lekis s.r.o. Ostrava, CR 119 17.7 % - -

Previous year — 2006

Trade name Regls_tered Ach|_S|t|on Share (%) Adjustment Dividends Profit/loss of
office price current year
AGB Praha a.s. Prague, CR 102 102 - -
Lekis s.r.o. Ostrava, CR 119 17.7 % - -

4.1. Increase or decrease in equity (1V.3.3.a,b)

As of 31 Dec 2007 As of 31 Dec 2006
Registered capital 342 800 342 800
Changes in registered capital 0 0
Statutory reserve fund 140 000 140 000
Capital funds — share premium 0 0
Statutory and other funds 36 005 36 005
Retained profit of prior years 32 402 14 387
Accumulated loss from previous years - -
Profit or loss of current year 13913 19 680
Equity capital, total 565 120 552 872

Pursuant to a decision of the Shareholders' Meeting, the profit generated in 2006 was divided as follows:

Allocation for dividends (gross dividend) 985
Allocation to royalties for statutory and supervisory bodies 680
Allocation to reserve fund -
Allocation to statutory and other funds -
Transfer to retained profit from previous years 18 015

Allocation to increase in registered capital -
Profit / loss for 2006, total 19 680

Proposal for the distribution of profit generated during current year:
A proposal for the distribution of profit generated during current year will be presented by the Board of Directors for approval
during Shareholders' Meeting.

4.2. Registered capital (IV.3.3.c)

Current year — 2007

Types of shares Number of shares Nominal value Outstanding shares Maturity period
Registered shares 275 CzK 1 000 000 - -
Registered shares 13 CZK 50 000 - -
Bearer shares 5710 CZK 5 000 - -
Registered shares 386 CZK 100 000 - -

Previous year — 2006

Types of shares Number of shares Nominal value Outstanding shares Maturity period
Registered shares 275 CZK 1 000 000 - -
Registered shares 13 CZK 50 000 - -
Bearer shares 5710 CZK 5 000 - -
Registered shares 386 CZK 100 000 - -
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5. Receivables and liabilities (IV.3.2, 3.4

5.1. Overdue receivables (IV.3.2.a)

As of 31 Dec 2007 As of 31 Dec 2006
Number of days Trade debtors Other debtors Trade debtors Other debtors
Less than 30 317 082 - 288 112 -
30 - 60 80511 - 39 786 -
60 — 90 28 654 - 15 690 -
90 - 180 47 493 - 14 084 -
180 and more 80 717 - 104 948 -

5.2. Overdue liabilities (IV.3.4.a)

As of 31 Dec 2007 As of 31 Dec 2006
Number of days Trade debtors Other debtors Trade debtors Other debtors
Less than 30 301 770 - 273720 -
30 -60 31107 - 42 636 -
60 — 90 6 448 - 8 007 -
90 - 180 8 - 171 -
180 and more -286 - -6 847 -

5.3. Receivables and liabilities with regard to group members (1V.3.4.b)

Receivables from consortium members

Debtor As of 31 Dec 2007 As of 31 Dec 2006
Total Overdue Total Overdue

Plzeriska lékarnicka s.r.o. (ID No.:25238213) 148 759 9 802 130 915 50 433
Ceska Iékarnicka a.s. (ID No.: 63080877) 1 - 52 -
Prazska lékarnicka s.r.o. (ID No.: 25633741) 112 729 15513 100 212 14 580
Jihlavskd Iékdrnicka s.r.o. (ID No.: 25534459) 51 020 6 438 51 955 6 076
Lekis s.r.o. (ID No.: 25356089) 162 - 134 -
PHARMACY-distribuce Iéciv s.r.0.(ID No.: 208 861 910 150 604 46 339
65139577)
THERAPON 98, a.s. (ID No.: 25399195) 105 - 162 130
GALMED a.s. (ID No.:47672145) 305 92 381 155
Lektrans s.r.o. (ID No.:27779271) 23 10 114 -
Pharmos, a.s. Sk. (ID No.:35974559) 8 867 8 846 168 -
As of 31 December 2007, we register the following loans:
Therapon 98, a.s. CZK 6 000 thousand
Galmed a.s. -
Ceska |ékarnicka, a.s. CZK 182 thousand
Lekis, s.r.o. CZK 5 000 thousand
PHARMOS, a.s. Sk. CZK 13 669 thousand

These loans have exceeded the maturity period.

Liabilities to consortium members

: As of 31 Dec 2007 As of 31 Dec 2006
Creditor Total Overdue Total Overdue

Plzefiskd Iékarnicka s.r.o. (ID No.:25238213) - - 667 -
Ceska lékarnicka a.s. (ID No.: 63080877) 45 - 1420 -
Prazska lékarnicka s.r.o. (ID No.: 25633741) 80 - - -
Jihlavska lékarnicka s.r.o. (ID No.: 25534459) - - - -
Lekis s.r.o. (ID No.: 25356089) 850 - 995 -
PHARMACY-distribuce IéCiv s.r.0.(ID No.: 62 - - -
65139577)

THERAPON 98, a.s. (ID No.: 25399195) - - - -
GALMED a.s. (ID No.:47672145) 2 300 - 9 042 6970
Lektrans s.r.o. (ID No.:27779271) 2971 - 1090 -
Pharmos, a.s. Sk. (ID No.:35974559) 2 254 2254 - -

5.4. Receivables and liabilities based on application of right of lien and security (IV.3.2.c, 3.4.c)

A significant part of the Company’s receivables is covered by a right of lien in favour of the crediting bank institutes.
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5.5. Liabilities not included in books and off-balance liabilities (IV.3.4.d)

(guarantees assumed for another enterprise on the basis of a bank loan, letter of credit or law of exchange, unless an
accounting reserve has been created)

Type of guarantee As of 31 Dec 2007 As of 31 Dec 2006
Bank guarantees provided to entities — Stavovska s.r.o. - 3375
Bank guarantees provided to entities — Lekis s.r.o. - 3 000

5.6. Accruing of important groups of other receivables

Interest-bearing loans to customers represent an important group of receivables (trade debtors).

Of the total volume granted in 2007, the most important part is represented by loans for the financing of receivables (a form of
an interest-bearing timetable for repayment) and short-term bridging loans for a period of approximately 3-5 months (total
share in the total volume of approximately 76 %). The remaining part is represented by the financial interest-bearing loans for
assistance in the solution of business plans concerning the development of pharmacies. Each contract is provided with securing
instruments (bills, right of lien on real estates, contract for assignment of claims, etc.).

Total amount Payable within 1  Payable later than

year within 1 year
Total 67 053 19 522 47 531
of this Financial loans 18 531 2942 15589
Interest-bearing timetables for repayment 44 322 12 380 31942
Short-term bridging loans 4200 4200 0

As of the Balance Sheet Date, interest-bearing instalment schedules are reported with the maturity date exceeded, in the
amount of CZK 23,008 thousand.

Provided loans and balance of interest-bearing timetables for repayment of

debts
—_ Payable later than
Total Payable within 1 year within 1 year
As of 31 Dec 2007 (current year) 67 053 19 522 47 531
As of 31 Dec 2003 (previous year) [ 179 005 38 204 67 324

OTHER LIABILITIES

We register an amount of CZK 25 108 thousand on the account 325 — Other liabilities, of which CZK 24 856 thousand
represents accepted interest—running loans from individuals. These liabilities have not exceeded the maturity period.

RECEIVABLES WITH TERM OF PAYMENT EXCEEDING FIVE YEARS
None registered.

LIABILITIES WITH TERM OF PAYMENT EXCEEDING FIVE YEARS
None registered

5.7. Receivables and liabilities in foreign currency

RECEIVABLES IN FOREIGN CURRENCY as of 31 Dec 2007
Currency EUR/CZK 26.62 SKK/CZK 0.79179 USD/CZK 18.078

Receivables in currency | 38/1.012 17.389/13.768 37/676

LIABILITIES IN FOREIGN CURRENCY as of 31 Dec 2007

Currency UsD/CzK EUR/CZK 26.62 DKK/CZK 3.569 SKK/CZK
18.078 0.79179
Liabilities in currency | 2.066/37.349 1.482/39.504 84/300 2.391/1.893

5.8. Liabilities to state authorities

AMOUNTS PAYABLE ON SOCIAL INSURANCE

- no payable overdue liabilities
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AMOUNTS PAYABLE ON PUBLIC HEALTH INSURANCE
- no payable overdue liabilities
TAX ARREARS TOWARDS REVENUE AUTHORITIES

- no tax arrears

Important potential loss for which no reserve has been created in the company's books

Description of uncertain circumstances Affecting factors Estimated financial impact
None known [ - -

On 13 March 2007, Pharmos, a.s. was delivered m@atydemand from Braddock Finance & Capital Lttop8r House, Weber Street 15,
London SE1 ORE, represented by Mgr. Marek Veja attorney, with registered office at Tyn 104930 00 Prague 1 in the amount of
CZK 100,000,000, including interests on late paytsaccruing by 5.5% until the date of payment. Riwa;, a.s. filed an objection against
this payment demand on 13 March 2007 and suggtstethe petition is rejected in full. The legasdplite is still pending.

6. Reserves (IV.3.5

On 14 December 2006, Pharmos, a.s. was given a fine by the Office for the Protection of Economic Competition in Brno, in the amount of CZK
18,638,000 for the suspension of the supplies of pharmaceuticals to three university hospitals and the shortening of maturity periods. These were
the following hospitals — Fakultni Thomayerova nemocnice s poliklinikou Praha, Fakultn/ nemocnice na Bulovce Praha, Fakultni nemocnice u sv.
Anny v Brné. The fine was payable after the date of legal force. Pharmos, a.s. filed an appeal on 21 December 2006 against this decision, via a
legal representative - Law Firm of JUDr. Ivan Rott. The matter is still pending. For this reason, a reserve was created in 2006 for the fine, in the
amount of CZK 6,000,000. In 2007, a reserve was further created for the balance of the fine, i.e. CZK 12,638 thousand. For more details, see
clause 2. Important events following Financial Statement date.

Current year — 2007 Previous year — 2006
Description of reserve Additions Withdrawal Balance Additions Withdrawal Balance

Statutory reserves

-Reserve on repairs - - - - - -
-Other reserves - - - - - -
-Reserves on exchange rate loss - - - - - -
-Reserve on audit - - - - - -
-Reserve on accumulated leave and
benefits

- Reserve on fine 18 638 - 24 638 6 000 - 6 000

7. Revenues from current activities (IV.3.6

Current year — 2007 Previous year - 2006
Income from ordinary activities 11 688 840 10 308 792
of this: Sales of goods purch