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ANCILLARY INFORMATION

Name “GRINDEKS”
Legal status Joint Stock Company, since 25 August 1997
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Jelena Mihejenkova
Certified auditor
certificate No. 166




JSC “GRINDEKS”

THE BOARD AND THE SUPERVISORY COUNCIL

The Board
(according to the election / dismissal dates)

Since 24 November 2011 to 9 January 2012:

Name Position Ownership interest (%)*
Vadims Rabsha Board member 0.00
Lipmans Zeligmans Board member 0.00

* Latvian Central Depository data as of 31 Decembet 1

Since 9 January 2012 to 1 May 2012:

Name Position Ownership interest (%)*
Juris Bundulis Chairman of the Board 0.00
Vadims Rabsha Board member 0.00
Lipmans Zeligmans Board member 0.00

* Latvian Central Depository data as of 11 June 2012

Since 1 May 2012 to the date of issuing the finalnstatements:

Name Position Ownership interest (%)*
Juris Bundulis Chairman of the Board 0.00
Vadims Rabsha Board member 0.00

* Latvian Central Depository data as of 31 Decemb@t3

« Juris Bundulis — Chairman of the Board

Born in 1953. Obtained the Doctoral degree of BialabiSciences of the University of Latvia, also graigd from the
Faculty of Chemistry of the University of Latvia.eRiously Juris Bundulis worked at “Grindeks” as tarketing and
Sales Director and the Scientific Research and Dewvetnt Director. Before his appointment as ChairnfaheoBoard of
JSC “Grindeks” J. Bundulis was the Deputy State Sagreof the Health Ministry of Latvia and dealt lithe health
policy issues. Besides the position at “GrindekBundulis is also the Member of the Council of ,Pharamd Chemistry
Competence Centre of Latvia” Ltd. and the Membethef Board of JSC “Grindeks” Foundation “For the Suppf
Science and Education”.

« Vadims RabshaMember of the Board, Chief Finance and Administet®fficer

Born in 1976. Graduated from the Stockholm SchodEodnomics in Riga where he studied Economics andnBss.
Has been working for the JSC “Grindeks” since 2@®@&viously was employed at “Exigen Services” Ltblding the
post of the Chief Finance Officer, as well as theifian of the Deputy Chairman of the Board at JSC “DA&Kigen

Group”. V. Rabsha also worked at JSC “Latvijas BalZaas the Chief Finance Officer. Besides the positain
“Grindeks” V. Rabsha is the Member of the CouncilléBM Pharma” Ltd. and JSC “Tallinn pharmaceuticalrglaalso

the Member of the Board of JSC “Grindeks” Foundatfeor the Support of Science and Education”.

Supervisory Council of the Company

Since 25 May 2010 to 25 May 2013:

Name Position Ownership interest (%)*
Kirovs Lipmans Chairman of the Supervisory Council .2%3

Anna Lipmane Deputy Chairman of the Supervisory Cdunc 16.69

Uldis Osis Member of the Supervisory Council 0.00

Janis Naglis Member of the Supervisory Council 0.00

Ivars Kalvins Member of the Supervisory Council 0.18

* Latvian Central Depository data as of 31 Decembet 2
Since 25 May 2013 to 4 June 2013:

Candidates for the Council of the JSC “Grindeks” wadeeted during shareholders meeting as of Jua@13.




JSC “GRINDEKS”

THE BOARD AND THE SUPERVISORY COUNCIL

Since 4 June 2013 to the date of issuing the fiahstatements:

Name Position Ownership interest (%)*
Kirovs Lipmans Chairman of the Supervisory Council .2%3

Anna Lipmane Deputy Chairman of the Supervisory Cdunc 16.69

Uldis Osis Member of the Supervisory Council 0.00

Janis Naglis Member of the Supervisory Council 0.00
Arkadiy Vertkin Member of the Supervisory Council 00.

* Latvian Central Depository data as of 31 Decemb@t3

« Kirovs Lipmans - Chairman of the Council

Born in 1940. Kirovs Lipmans has been the Chairmarthef Council of “Grindeks” since 2003. Simultanegusl
K. Lipmans is also the President of the Latvian kéycFederation, the Member of the Executive Commité the
Latvian Olympic Committee, the Chairman of the BoafrdLiplats 2000” Ltd. and JSC “Grindeks” Foundatigior the
Support of Science and Education”, the Chairmanhef@ouncil ofJSC “Kalceks” and JSC “Tallinn pharmaceutical
plant”, also the Member of the Council of JSC “LigsaMetalurgs”. Graduated from the Leningrad Ingéitof Railway
and Transport Engineering, also graduated fronFtdwilty of Economics of the University of Latvidjtaining degree as
an Engineer-Economist. K. Lipmans is also one efrttajor shareholders of JSC “Grindeks”.

* Anna Lipmane - Deputy Chairman of the Council

Born in 1948. Anna Lipmane has been the Member efGbuncil of “Grindeks” since 2008. A. Lipmane istidied
doctor-neurologist and the Member of the LatviandMal Association, the Latvian Association of Imtists, the Latvian
Society of Cardiology and the Latvian AssociationN#urologists. A. Lipmane is one of the major shatders of
JSC “Grindeks”.

« Uldis Osis - Member of the Council

Born in 1948. Uldis Osis has worked for the Coundil J3C “Grindeks” since 2002. Besides the position at
JSC “Grindeks”, U. Osis is also the President obrikorts” Ltd., the Corresponding Member of the LatvAcademy of
Sciences and the Member of ,Economist Union 2010".Osis has graduated from the Faculty of Econoroicthe
Leningrad State University, also the post gradsaidies of the Construction Economics Research uistidf the USSR
Construction Committee, obtaining a diploma of the didaite of Economics Science (Dr. oec.). Has studladad, for
instance at the Georgetown University (in 1992, Nifagton D.C., USA).

« Janis Naglis - Member of the Council

Born in 1958. Janis Naglis has been the MembereofXtbuncil of JSC “Grindeks” since 2002. Simultaneptisithe job
responsibilities in JSC “Grindeks” J.Naglis is alee the Member of the Board ofapls Naglis” Ltd., the Chairman of the
Board of ,Purvciema @jas” Ltd., ,imantas rajas” Ltd., ,Kembi” Ltd., the Member of the Board gPuzes karjers” Ltd.,
~JA GRS” Ltd., ,Kauguru priedes” Ltd., ,Arsan” Ltd,Nordic bioenergy” Ltd., ,Kempings Gauja” Ltd., ,B& TAXI"
Ltd. As well as he is the President of the Assimiaof Hotels and Restaurants of Latvia and the iatAuto Federation,
the Member of the Board of the Latvian Sports for Adsociation and the Member of the Council of thadoyers’
Confederation of Latvia. J. Naglis has graduatethfRiga Polytechnic institute with qualification Enger-Mechanic.

« Arkadiy Vertkin - Member of the Council

Born in 1951. Professor Arkadiy Vertkin has been thead of Therapy, Clinical Pharmacology and Ambutanc
Department at the Moscow State University of Mauicand Dentistry (MSUMD) since 1989, and the SdierSecretary
of the Scientific Council of MSUMD since 2012. Sirareously, A. Vertkin is the President of Russiartidvl
Scientific Practical Society of Ambulance Care améinational Society for the Study of Age-relatedoiution, also he is
the Member of the numerous Russian and internatmmganizations. Dr. med. A. Vertkin is an HonoregieBce Worker
of Russian Federation, and has received severaldaw&s a leading researcher A. Vertkin participatelinical
researches of national and international scaleisHiee author and co-author of 1051 scientific mations, 86 of which
were published in internationally recognized sdfeniagazines.




JSC “GRINDEKS”

MANAGEMENT REPORT

Business mode

In the reporting period the Group of “Grindeks” simted of JSC “Grindeks” and its four subsidiari#&sC “Tallinn
Pharmaceutical Plant” in Estonia, JSC “Kalceks” mtJia, “Namu Apsaimniekosanas projekti” Ltd. in \at and
“Grindeks Rus” Ltd. in Russia (altogether hereinafeferred to as “the Group”). The main businessvitgtof the
Group is research, development, manufacturing ahek f original products, generics and active plaaeutical
ingredients.

The “Grindeks” Group’s activity during reporting per iod
The Group’s turnover amounted to 118.5 million eui 2013, which is by 0.8 million euros or 1% mdnan in
2012. In its turn, net profit related to the shatdbrs of the holding company amounted to 13.4ionileuros in 2013.
In 2013, gross profit margin of the Group was 60¥ereas, net profit margin comprised to 11.3%. Bectslof the
Group, manufactured in 2013, were exported to Sthtrees worldwide for the total amount of 112.4Imit euros,
which is by 1.2 million euros or by 1.1% more thar2012.

In 2013, return on equity (ROE) was 11.9%; returnassets (ROA) was 9.3%; return on sales (ROS) wa&¥/d3
liquidity was 3.6.

According to preliminary estimations for 2013, sagrojects, unfortunately, have not been realiaad have not
achieved the expected results. Fierce competitiogeneric business in the CIS countries also infladrcompany’s
performance. Therefore the turnover and profitlese than originally planned.

In 2012 the Company has signed purchase agreemtmbDashdirect Limited regarding purchase of thetiling
interest in the equity of HBM Pharma (Slovakia). #ghe date of signing these financial statemedmsagreement is
partly completed. It is planned that this dealnslized in 2014.

Market overview

According to “IMS Health”, in comparison to previyear, the CIS countries, which are the main fitzelage form
markets for “Grindeks”, continued to grow and dewe(+4%) in value and volume, while the growth insBian
pharmaceuticals market was observed only in vat@8o). Russian pharmaceuticals market size reachddblléon
euros in 2013. The most rapid increase was obsarvédhzakhstan, Belarus and Azerbaijan (+14%). Trevth
dynamics in these countries are the same for lm#il (pharmacy) and hospital sector. However, isdRy the most
rapid development has been in both commercial aimbursement medications sector (+4%).

Following the market situation and focusing morettom retail sector “Grindeks” has increased itesal Kazakhstan,
Belarus, Azerbaijan, Armenia and Moldova (+15%) @12, while the sales in Russia increased by 1%.

In 2014, “Grindeks” will focus on strengthening jissition in Russia and other CIS countries.

The main markets for active pharmaceutical ingmeighereinafter APIs) are the European Union, Wh8. and
Japan. In 2013, “Grindeks” increased the marketesbBAPls in the EU by 12%, reaching 49% and tleeket share
in the U.S. by 2%, reaching 5%. Strong performamae supported by successful product registratiachsafes in the
European Union, as well as successful inspectigheof).S. Food and Drug Administration.

The achievements of “Grindeks” in Japan are sigaift — the range of products was expanded and 2ARrds/were
launched. “Grindeks” is continuing to expand bdté tange of products and export to Japan.

Despite the fierce competition best-selling APIs'@Gfindeks” maintains strong world-market positio@®piclone
holds a global market share of 19%, while oxytdeoids 30%, but droperidol accounts for 80% sharglobal
market. In 2013, significant rise in demand foriztgme caused the need to increase production itgpac

In 2013, the company has started sales promotioanohal health products in Japan, Australia, Intiarea and
Brazil.

After entry into force of Directive 2001/83/EC oftfEuropean parliament and of the council “On thamoinity code
relating to medicinal products for human use” nargfes came out. However, the interest in “GrindekBls,
especially for oxytocin, increased in Vietham.

In 2013, the co-operation with 16 companies wasdaad and first deliveries of APIs were carried out

Sales of final dosage forms and active pharmaceuticingredients

Sales volume of the final dosage forms of “Grindelks2013 was 100.3 million euros and has increasged.8
million euros or 1% in comparison to 2012. The sa@mount in Russia, other CIS countries and Geoegieched 86.7
million euros in 2013, which is by 0.9 million esror 1% more than in 2012. In its turn, turnovetha final dosage
forms in the Baltic States and other European c@stwvas 13.6 million euros, which is by 0.1 mitlieuros or 0.4%
less than in 2012. The most demanded products ifidéks”in 2013 were the brand product Mildronate®, ointteen
— Capsicam®, Viprosal B®, central nervous system oaitin — Somnols®, the original anti-cancer medicat
Ftorafur® and natural product Apilak-Grindeks.

In 2013, sales of the active pharmaceutical ingmatdireached 18 million euros, which is by 0.1iomlleuros or 0.4%
more than in 2012. Overall “Grindeks” produces 26va pharmaceutical ingredients.

6
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MANAGEMENT REPORT

Turnover of the final dosage forms by countires (%

Other CIS _ Lithuznia Estonia Other countries
countries  Latvia 4o, 204 Russia

8% 5% 56%

Uzbekistan

Investment program

In 2013, “Grindeks” successfully continued to impknt its investment program by investing 5.8 milleuros. Thi
major investment project ieconstruction of Microbiology laboratory, whichasunit of Quality control laboratory.
total, 2.3 million euros wermvested in the project out of which 1.9 millionresiwereinvested in the constructio
but more than 384 thousand euras the modern quality control equipment. The prbjecarried out to increase t
capacity of Microbiology laboratory.

Quality and environmental protection

In 2013, “Grindeks” successfyllpassed a number of important European clien@itaand inspections by the St
Agency of Medicines of Latvia. “Grindeks” complianavith high quality standards and the Good Manufaag
Practice was approved by 4 day long inspectioh@food anDrug Administration’s (FDA), which successful res
ensures the cooperation with U.S. companies i\Bls business for at least the next 3 s.

In September 201%he management system of ,Grindeks” has receivedRbssianlOCT (GOST) certificate o
quality ISO 90012011. At the end of previous year “Grindeks” pas§Hdainian Pharmaceutical Licensing &
Certification Bureau inspection, and at the beginniofg 2014 the company received approval for “G
Manufacturing Practice” certificate of Ukra.

Development of “Grindeks” share price (data of “NADAQ OMX Riga”) in 2013

Since 2 January 2006 “Grindeks” shares have bstadlion the Official List of “NASDAQ OMX Riga”. Fldagation
of “Grindeks’ share price on “NASDAQ OMX Riga” during 2013 wagthin the limits from 6.55 euros to 9.9 eur
In 2013, the average price of “Grindeks” shares &@8 euros. The total quantity of “Grindeks” stsargaded ir
“NASDAQ OMX Riga”, during 2013 was 702 7 shares, reaching the turnover of 5.89 million euAisghe end o
2013, the market capitalization of “Grindeks” stzaneas 87.28 million eurc
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The Group’s earnings per share (EPS ratio) amount&di1 euros in 2013 and 1.43 euros in 2012.

Future expectations

In order to deliver the most appropriate solutioreaich patient, in 2014 “Grindeks” intends to imyerdts operating
model, previously focused on the best-selling patsiuto a broader set of products and services.i@enisg the wide
network of representative offices, “Grindeks” wilbntinue to take into account specific needs oheagion. To
enhance the operational efficiency the organizatistructure of “Grindeks” will be changed. The maiurpose of
structural changes is to make the company morébfesxmore capable to react faster to market charsgel more
competitive. New business model will affect theesalmarketing and logistics, both production arskaech and
development organization and rationalization. In1£20 “Grindeks” will strictly follow its costs oversales,
administrative and other costs, decreasing expersténcreasing the return of them. Extension otlpct range will
be continued in the main therapeutic groups — haadlt cardiovascular, anti-cancer and the centralone system
medications. The long-term projects of original quots will be also developed. As previously also20il4 the
company'’s positions will be strengthened in bottalcand export markets, as well a variety of niphgects will be
developed. “Grindeks” strategy will be updated oregular basis by both evaluating the potential foowth and
reducing the risks. JSC “Grindeks” audited constdéiddinancial statement of 2013 is submitted to ISE@SDAQ
OMX Riga” together with Corporate Governance Repothefyear 2013.

On behalf of the Board:

sl

JuglS Bundulis
Chairman of the Board

29 April 2014




JSC “GRINDEKS”

STATEMENT OF MANAGEMENT RESPONSIBILITIES

The Board of JSC “Grindeks” (hereinafter - the Compais bearing the responsibility for preparation tog
consolidated financial statements of the Companyitarelibsidiaries (hereinafter - the Group).

The consolidated financial statements, encloset fite page 10 to the page 37, are prepared indatose with the
accounting records and source documents, presefdirtg the financial position of the Group as of ®ecember
2013 and the results of its operations and castsffor 2013.

Above mentioned consolidated financial statememés mepared in accordance with the Internationalakéial
Reporting Standards, approved by the EU and basékeogoing concern principle. Appropriate accouniiolicies
have been applied on a consistent basis. In préparaf the consolidated financial statements ttmagement has
made prudent and reasonable judgments and estimates

The Board of the Company is responsible for progdiocounting records, preservation of the Groupsets and the
prevention and disclosure of fraud and other irtagties of the Group. The Board is responsibletf@ compliance

with the existing legislation in the countries irhish the Group’s companies are operating (Latviassituand
Estonia).

On behalf of the Board:

e
Juris Bundulis

Chairman of the Board

29 April 2014




JSC “GRINDEKS”

COMPANY’S AND GROUP STATEMENT OF FINANCIAL POSITION AS OF 31 DECEMBER

2013
Group Group Company Company
ASSETS Notes 31.12.2013 31.12.2012 31.12.2013 31.12.2012
EUR EUR EUR EUR
Non-current assets
Intangible assets
Software, patents, licenses, trademarks arer oth
rights 811,360 924,488 751,261 829,954
Advance payments for intangible assets - 211,028 - 211,028
Total intangible assets 2 811,360 1,135,516 751,261 1,040,982
Tangible fixed assets
Land, buildings and constructions 24,607,805 5,2@9,313 23,606,291 24,359,062
Equipment and machinery 19,448,730 19,160,691 19,303,592 19,016,663
Other fixed assets 1,167,745 1,055,843 936,069 918,343
Construction in progress 3,771,835 2,126,609 648,227 -
Advance payments for fixed assets 1,211,520 1,047,737 1,211,520 1,047,737
Total tangible fixed assets 3 50,207,635 48,660,193 46,702,699 45,341,805
Investment property 4 9,080,000 8,855,954 - -
Non-current financial investments
Investment in subsidiaries 5 - - 9,443,256 9,aa5
Other investments 31,616 31,616 31,616 31,616
Advance payments for financial investments 5 ,670,000 5,130,001 11,670,000 5,130,001
Loans provided to management and shareholders 21 - 375,001 - 375,001
Other loans 5,138,642 2,089,999 2,859,999 2,089,999
Total long term financial investments 16,840,258 7,626,617 24,004,872 17,069,623
Total non-current financial assets 76,939,253 66,2280 71,458,832 63,452,409
Current assets
Inventories
Raw materials 3,734,929 3,744,512 3,021,303 9&7B2
Unfinished goods 4,590,550 3,117,492 4,587,463 3,117,492
Finished goods and goods for resale 3,642,156 3,549,115 3,687,184 3,036,901
Total inventory 11,967,635 10,411,119 11,295,950 8,953,175
Debtors
Trade receivables 6 44,189,299 44,503,226 3188P 33,763,483
Due from related parties 21 3,306,028 2,534,587 16,559,466 21,668,265
Other debtors 7 4,401,063 11,494,198 1,651,438 1,266,699
Loans provided to management and shareholders 2,551,009 2,130,055 2,551,009 2,130,055
Deferred expenses 4,075,219 316,849 4,074,122 154,495
Total debtors 58,522,618 60,978,914 56,363,874 58,982,997
Cash and cash equivalents 8 3,576,024 2,173,393 3,123,349 1,685,114
Total current assets 74,066,277 73,563,426 70,783,173 69,621,286
TOTAL ASSETS 151,005,531 139,841,706 142242005 133,073,695

The accompanying notes on pages 15 to 37 are agratpart of these financial statements.

The financial statements were signed on 29 Aprl2by:

ot

hairman of the Board ~
uris Bundulis

10



AS “GRINDEKS”

COMPANY’'S AND GROUP STATEMENT OF FINANCIAL POSITION AS OF 31 DECEMBER 2013

LIABILITIES

EQUITY
Share capital
Share premium
Other reserves
Foreign currency revaluation reserve
Retained profit
a) retained profit
b) current year profit
Equity attributable to equity holders of the
parent
Non-controlling interest
Total equity

LIABILITIES
Non-current liabilities
Loans from credit institutions
Deferred income
Deferred tax liabilities
Total non-current liabilities

Current liabilities
Loans from credit institutions
Finance lease liabilities
Advances from customers
Trade accounts payable
Taxes and social security contributions
Other payables
Accrued liabilities
Deferred income
Total current liabilities

Total liabilities

TOTAL EQUITY AND LIABILITIES

Group Group Company Company
31.12.2013 31.12.2012 31.12.2013 31.12.2012
Notes EUR EUR EUR EUR
9 13,638,226 13,638,226 13,638,22613,638,226
22,321,657 22,321,657 22,321,657 2,322,657
661,500 661,500 661,500 661,500
(51,909) 40D - -
69,768,332 56,059,590 88,244 57,482,159
13,505,259 13,708,742 9,986,053 10,799,186
119,843,066 106,469,117 114,888,781 104,902,728
89,021 85,056 - -
119,932,086 106,554,173 114,888,781 4,902,728
10 2,032,049 3,4588,8 1,647,116 2,600,001
4,472,771 4,797,353 4,472,771 4383
19 (c) 4,130,278 3,846,678 3,088,763 2,889,067
10,635,097 12,090,886 9,208,650 10,286,421
10 11,246,356 11,829 10,784,435 11,163,309
11 - 806,425 - 48,238
381,394 202,681 381,394 5,428
5,497,790 5,580,978 4693, 3,958,732
13 (b) ,60@3 1,714,723 767,217 1,450,010
1,154,845 599,678 975,196 446,570
173,286 163,367 128,615 118,69
414,073 503,564 414,073 503,564
20,438,347 21,196,647 18,144,574 17,884,545
31,073,444 33,287,533 27,353,224 28,170,967
151,005,531 139,841,706 142,242,005 133,073,695

The accompanying notes on pages 15 to 37 are agraitpart of these financial statements.

The financial statements were signed on 29 Aprl2by:

Chalirman of the Board
Juris Bundulis

11



AS “GRINDEKS”

COMPANY’S AND GROUP STATEMENT OF COMPREHENSIVE INCO ME FOR THE YEAR 2013

Net sales
Cost of goods sold
Gross profit

Selling expenses

Administrative expenses

Other operating income

Other operating expenses

Changes in fair value / impairment loss
Interest income and similar income
Interest expenses and similar expenses
Real estate tax

Profit before taxation

Corporate income tax

NET PROFIT FOR THE YEAR

Other comprehensive income

Foreign currency revaluation

Other comprehensive income total

Attributable to:

Equity holders of the parent
Non-controlling interest
TOTAL

Comprehensive income attributable to:
Equity holders of the parent
Non-controlling interest

Total

Earnings per share attributable to the
equity holders of the parent
(EUR per share)
— Earnings per share

Group Group Company Company
2013 2012 2013 2012
Notes EUR EUR EUR EUR
15 118,461,106 117,658,780 98,879,951 99,804,096
16 (47,372,775) (44,987,685) 3(@5B589) (43,779,715)
71,088,330 72,671,095 52,500,361 28,381
17 (25,380,681) (29,269,103) [17590:50)] (24,533,060)
18 (12,180,968) (13,792,961  (9,219,169) (12,300,548)
8,278,499 1,455,199 1,176,1 1,860,731
(25,539,497) (12,278,379) (11,728,885 (6,675,927)
4 224,045 ,304,123) - -
146,963 179,581 196,624 171,095
(254,937) 367,465) (254,937) (367,465)
(90,277) (98,995) (53,954) (56,023)
16,291,477 17,194,848 12,051,138 14,123,184
19 (a) (2,782,254) (3,482,780) (2,065,085) (3,323,998)
13,509,223 13,712,068 9,986,053 10,799,186
(131,310) 34,404 - -
(131,310) 34,404 - -
13,377,913 13,746,471 9,986,053 10,799,186
13,505,259 13,708,742 9,986,053 10,799,186
3,964 3,325 - -
13,509,223 13,712,068 9,986,053 10,799,186
13,373,949 13,743,146 9,986,053 10,799,186
3,964 3,325 - -
13,377,913 13,746,471 9,986,053 10,799,186
20 141 1.43 1.04 1.13

The accompanying notes on pages 15 to 37 are agratpart of these financial statements.

Th

sl E

Chairman of the Board
Juris Bundulis

inancial statements were signed on 29 Aprll2by:

12



JSC “GRINDEKS”

COMPANY’'S AND GROUP STATEMENT OF CHANGES IN EQUITY FOR THE YEAR 2013

The Group
Share Share Other Foreign Retained Equity Non- Total
capital premium reser-  currency profit attribu- controll
ves re- table to ing
valuation equity interest
reserve holders of
the parent
EUR EUR EUR EUR EUR EUR EUR EUR
As of 31
December 2011 13,638,226 22,321,657 661,500 44,997 56,059,590 92,725,971 81,731 92,807,702
Foreign currency - - - 34,404 - 34,404 - 34,404
revaluation
Profit for the year - - - - 13,708,742 13,708,742 325 13,712,068
As of 31
December 2012 13,638,226 22,321,657 661,500 79,401 69,768,332 106,469,117 85,056 106,554,173
Foreign currency
revaluation - - - (131,310) - (131,310) - (131,310)
Profit for the year - - - - 13,505,259 13,505,259 3,964 13,509,223
As of 31
December 2013 13,638,226 22,321,657 661,500 (51,909) 83,273,591 119,843,066 89,021 119,932,086

The Company

As of 31 December
2011

Profit for the year

As of 31 December
2012

Profit for the year

As of 31 December
2013

Share capital Share premium Other Retained profit Total
reserves
EUR EUR EUR EUR EUR
13,638,226 22,321,657 661,500 57,482,159 94,103,542
- - - 10,799,186 10,799,186
68,281,344 104,902,728
13,638,226 22,321,657 661,500
- - - 9,986,053 9,986,053
13,638,226 22,321,657 661,500 78,267,397 114,888,781

The accompanying notes on pages 15 to 37 are agratpart of these financial statements.

The financial statements were signed on 29 Apl2Bby:

|

A
Chairman of the Board
Juris Bundulis
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JSC “GRINDEKS”

COMPANY’S AND GROUP STATEMENT OF CASH FLOWS FOR THE YEAR 2013

Notes Group Group Company Company
2013 2012 2013 2012
EUR EUR EUR EUR
OPERATING ACTIVITIES
Net profit before taxation 16,291,477 17,194,848 12,051,138 14,123,184
Adjustments treconcile net profit to net cash
provided by operating activities:
Depreciation and amortization 2:3 4,687,108 4 436, 4,537,535 4,305,459
(Gain) / loss on disposal of fixed assets and
intangible assets 18,008 10,078 17,708 28,696
Other adjustments (126,795) - - -
Changes in fair value 34 (160,548) 1,304,123 813,8 2,001,046
Revenue from the EU funds (505,131) (501,524) (B8)b), (501,524)
Interest expense 254,937 379,301 254,937 379,301
Interest income (146,963) (171,095) (196,628) (@93)
Changes in operating assets and liabilities:
Inventory (1,556,516) 6,149,032 (2,342,776) 1,636,
Debtors 6;7 1,155,679 (9,480,926) 2,899,437 2z
Creditors 1,011,767 (4,750,572) 2,036,482 (4,199,48
Gross cash provided by operating activities 20,9283 14,569,762 19,563,577 14,768,921
Corporate income tax paid (3,639,873) (886)4 (3,639,873) (895,460)
Interest income received 309 40 309 40
Net cash provided by operating activities 17,2859 13,674,342 15,924,013 13,873,501
INVESTING ACTIVITIES
Purchase of fixed assets and intangible assets 2; ,730,296) (4,009,444) (5,554,505) (4,396,261)
Proceeds from sale of fixed assets 3 19,745 29,000 19,145 29,000
Purchase of long term financial investments (6,6a0) (5,370,001) (6,540,250) (5,370,001)
Other loans (770,000) - (770,000) (661,001)
Net cash used in investing activities (13,020,551) (9,350,445) (12,845,610) (10,398,263)
FINANCING ACTIVITIES
Received loans from credit institutions 10 1,201,880 - 1,201,880 -
Repaid loans to credit institutionand leasin 10
payments (3,801,985) (3,097,208) (2,581,876) (2,635,288)
Interest paid (260,172) (367,465) (260,172) (367,465)
Net cash (used in)/provided by financing
activities (2,860,277) (3,464,673) (1,640,169) (3,002,753)
Net increase in cash and cash equivalents 1,402,631 859,224 1,438,235 472,485
Cash and cash equivalents at the beginning of
the year 2,173,393 1,314,169 1,685,114 1,212,630
CASH AND CASH EQUIVALENTS AT THE
END OF THE YEAR 3,576,024 2,173,393 3,123,349 1,685,114

The accompanying notes on pages 15 to 37 are agratpart of these financial statements.

The,fihancial stat7ments were signed on 29 Aprl®by:

rEn

Cljairman of the Board
Juris Bundulis

14



JSC “GRINDEKS”

COMPANY'S AND GROUP NOTES TO FINANCIAL STATEMENTS F OR THE YEAR 2013

1. GENERAL INFORMATION

Joint stock Company “Grindeks” (“the Company”) wasarporated in the Republic of Latvia on 11 Octold®&91. The
Company’s main activity is production of pharmaceaitimedical and phytochemical medicine.

The accompanying financial statements of the Comjarlyconsolidated financial statements of the Glameppresented
in the national currency of Latvia, the lats (“L\)LAnd converted in euro (EUR).

Accounting principles

Statement of Compliance

The financial statements have been prepared inrdasoe with International Financial Reporting StaddaIFRS) as
adopted by the European Union (the EU) and theterpmetations. The standards are issued by thenhbttenal
Accounting Standards Board (IASB) and their intet@iens by the International Financial Reportingertptetations
Committee (IFRIC).

Basis of preparation
The financial statements are prepared on the fdatarost basis of accounting as modified by remessent to the fair
value of financial assets and financial liabilitiediich are held at fair value through profit ordoand fair value of
investment property.

IFRS as adopted by the EU do not currently diffenfrlFRS as issued by the International Accountiran@ards Board
(IASB) and currently effective for the purpose ofsk financial statements.

Standards and I nterpretations effective in the current period.

The following amendments to the existing standéssised by the International Accounting Standardsr@aad adopted
by the EU are effective for the current reportiregipd:

. Amendments to IAS 12 “Income Taxes™ Deferred Tax: Recovery of Underlying Assets, @dd by the EU
on 11 December 2012 (effective for annual pericefsitming on or after 1 January 2013),

. Amendments to IAS 19 “Employee Benefits”- Improvements to the Accounting for Post-emplogine
Benefits, adopted by the EU on 5 June 2012 (effedtv annual periods beginning on or after 1 Jan@ad3),

. IFRS 13 “Fair Value Measurement”, adopted by the EU on 11 December 2(dffective for annual periods
beginning on or after 1 January 2013),

. Amendments to IFRS 1 “First-time Adoption of IFRS” - Severe Hyperinflation and Removal of Fixed Dates

for First-time Adopters, adopted by the EU on 1Xc&eber 2012 (effective for annual periods beginrmingor after 1
January 2013),

. Amendments to IFRS 7 “Financial Instruments: Discleures” - Offsetting Financial Assets and Financial
Liabilities, adopted by the EU on 13 December 2(Hffective for annual periods beginning on or aftelanuary 2013),
. IFRIC 20 “Stripping Costs in the Production Phase 6 a Surface Mine”, adopted by the EU on 11

December 2012 (effective for annual periods begigmin or after 1 January 2013).
Standards and Interpretations issued by IASB angtaddy the EU but not yet effective

At the date of authorization of these financiakestaents the following standards, amendments t@exiging standards
and interpretations issued by IASB and adopted &yEtl were in issue but not yet effective:

. IFRS 10 “Consolidated Financial Statements; adopted by the EU on 11 December 2012 (effedtivannual
periods beginning on or after 1 January 2014),

. IFRS 11 “Joint Arrangements”, adopted by the EU on 11 December 2@&#fective for annual periods
beginning on or after 1 January 2014),

. IFRS 12 “Disclosures of Interests in Other Entities, adopted by the EU on 11 December 2(dfgective for
annual periods beginning on or after 1 January 2014

. IAS 27 (revised in 2011) “Separate Financial Stateemts”, adopted by the EU on 11 December 2012
(effective for annual periods beginning on or aftelanuary 2014),

. IAS 28 (revised in 2011) “Investments in Associateand Joint Ventures”, adopted by the EU on 11
December 201 effective for annual periods beginning on or aftelanuary 2014),

. Amendments to IFRS 10 “Consolidated Financial Statments”, IFRS 11 “Joint Arrangements” andIFRS

12 “Disclosures of Interests in Other Entities”— Transition Guidance, adopted by the EU on 41&3 (effective for
annual periods beginning on or after 1 January 2014

. Amendments to IFRS 10 “Consolidated Financial Statments”, IFRS 12 “Disclosures of Interests in Other
Entities” andIAS 27 (revised in 2011) “Separate Financial Stateemts” — Investment Entities, adopted by the EU on
20 November 2013 (effective for annual periods hieigig on or after 1 January 2014),

. Amendments to IAS 32 “Financial instruments: presetation” — Offsetting Financial Assets and Financial
Liabilities, adopted by the EU on 20 December 2(ective for annual periods beginning on or aftelanuary 2014),
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JSC “GRINDEKS”

COMPANY’'S AND GROUP NOTES TO FINANCIAL STATEMENTS F OR THE YEAR 2013

. Amendments to IAS 36 “Impairment of assets™ Recoverable Amount Disclosures for Non-Finanéisdets,
adopted by the EU on 19 December 2013 (effectivarfimual periods beginning on or after 1 Januat420
. Amendments to IAS 39 “Financial Instruments: Recogition and Measurement” — Novation of Derivatives

and Continuation of Hedge Accounting, adopted byBbleon 19 December 2013 (effective for annual mribeginning
on or after 1 January 2014).

Standards and Interpretations issued by IASB buyeioadopted by the EU

At present, IFRS as adopted by the EU do not sigifly differ from regulations adopted by the Intfonal Accounting
Standards Board (IASB) except from the following damals, amendments to the existing standards aatpietations,
which were not endorsed for use in EU as at dateubfication of these financial statements (theaffe dates stated
below is for IFRS in full):

. IFRS 9 “Financial Instruments” and subsequent amendments (effective date 1 JaP0A8),

. IFRS 14 “Regulatory Deferral Accounts” (effective for annual periods beginning on or aftddanuary 2016),
. Amendments to IAS 19 “Employee Benefits™ Defined Benefit Plans: Employee Contributionsdefive for
annual periods beginning on or after 1 July 2014),

. Amendments to various standards “Improvements to IRSs (cycle 2010-2012)fesulting from the annual

improvement project of IFRS (IFRS 2, IFRS 3, IFRS &3F13, IAS 16, IAS 24 and IAS 38) primarily with &ew to
removing inconsistencies and clarifying wording éamtiments are to be applied for annual periods hegiron or after 1
July 2014),

. Amendments to various standards “Improvements to IRSs (cycle 2011-2013)fesulting from the annual
improvement project of IFRS (IFRS 1, IFRS 3, IFRS b8 BAS 40) primarily with a view to removing incastencies
and clarifying wording (amendments are to be apioe annual periods beginning on or after 1 J@y4),

. IFRIC 21 “Levies” (effective for annual periods beginning on oraftddanuary 2014).

The Group has elected not to adopt these standaudsions and interpretations in advance of teéfiective dates. The
Group anticipates that the adoption of all othandards revisions and interpretations will havernaterial impact on the
financial statements of the Group in the periothiifal application.

Basis of Consolidation

The consolidated financial statements incorpordte &ccounting information of JSC “Grindeks”, JSC fifal
Pharmaceutical Plant”, JSC “Kalceks”, “Namu apsagkosanas projekti” Ltd. and “Grindeks Rus” Ltd. Cohtis
achieved where the Company has the power to gokerfirtancial and operating policies of an invesetrprise so as to
obtain benefits from its activities.

On acquisition, the assets and liabilities of teévant subsidiaries are measured at their faineglat the date of
acquisition. The interest of non-controlling shaielers is stated at the minority’s proportion oé tfair values of the
assets and liabilities recognized. All significamier-company transactions and statements of fiahpositions between
the Group enterprises are eliminated on consotidati

On consolidation, the assets and liabilities of@reup’s foreign operations are translated at koba&nge rates of Bank of
Latvia prevailing on the statements of financiasiion date. Income and expenses are translatéut @verage exchange
rate for the reporting year. Exchange differenaésray on the translation, if any, are recognizediher comprehensive
income and accumulated in equity (attributed to-comtrolling interests as appropriate).

Foreign currencies

In preparing the consolidated financial statemefitsach individual group entity, transactions imrencies other than the
entity’s functional currencies (foreign currenciesg recognized at the rates of exchange prevadinipe dates of the
transactions. At the end of each reporting penodnetary items denominated in foreign currenciesratranslated at the
rates prevailing at that date.

The applicable rates used for the principal cuiemnof the Group to LVL (functional currency of tiparent and the
presentation currency) as of 31 December werellasvia

2013 2012
usD 0.515000 0.531000
EUR 0.702804 0.702804
RUB 0.015600 0.017400

Gains and losses on translation are credited ogelao the Statements of comprehensive inconfeeadBank of Latvia
official exchange rate as of the statements offifel position date and are included in the Staternécomprehensive
income statement in position “Other operating exeenncome”.
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JSC “GRINDEKS”

COMPANY’'S AND GROUP NOTES TO FINANCIAL STATEMENTS F OR THE YEAR 2013

Intangible assets
Intangible assets are initially recognized at ewst are amortized using the straight-line methaat aive-year period.

Tangible fixed assets

Tangible fixed assets are stated at historical lesstaccumulated depreciation and impairment Ibasy. The cost of an
item comprises its purchase price, including imptuties and any directly attributable costs of dirig the asset to
working condition for intended use. The cost of-sehstructed assets is determined using the saimeigles as for an
acquired asset.

Depreciation is calculated on all fixed assetsetlasn historical cost. Depreciation of tangibleets$s computed using
the straight-line method over the estimated aveusgéul lives:

Buildings and constructions 8 - 25 years
Machinery and equipment 5-12 years
Other fixed assets 3 - 10 years

Major repairs and replacements meeting asset rétmymriteria are capitalized to the related assdte, for example
capital expenditures such as refurbishment of lmgkland improvements to structural elements. Repairmaintenance
costs (other than major repairs and replacemengsimgeasset recognition criteria) are expensed vimanred.

Impairment of tangible and intangible assets

At each balance sheet date the Group reviews thgirog amounts of its tangible and intangible asdet determine
whether there are any indications that those as$sets suffered an impairment loss. If any suchcatibn exists, the
recoverable amount of the asset is estimated ierdoddetermine the extent of the impairment ldfsznfy). Where it is not
possible to estimate recoverable amount of an iddal asset, the Group estimates the value of gaslerating unit to
which the asset belongs.

Recoverable amount is the higher of fair value texds of sale and value in use. In assessing waluse, the estimated
future cash flows are discounted to their presaiterusing a pre-tax discount rate that reflectsecit market assessments
of the time value of money and the risks specdithie asset.

If the recoverable amount of an asset (or cashrgéing unit) is estimated to be less than its dagyamount, the carrying
amount of the asset (cash-generating unit) is edito its recoverable amount. An impairment losseisognized
immediately in profit or loss.

In the case when an impairment loss subsequentbrses, the carrying amount of the asset (cashrggmg unit) is
increased to the revised estimate of its recoverabiount, but so that the increased carrying amdogd not exceed the
carrying amount that would have been determinednmainpairment loss been recognized for the assetfgenerating
unit) in prior years. A reversal of an impairmengs is recognized immediately in profit or loss.

Investment property

Investment property, which is property held to eamntals and/or for capital appreciation, is stateds fair value at the
statements of financial position date. In casefdirevalue cannot be reliably determined, the itment property is valued
at cost less accumulated depreciation.

Investments in subsidiaries

Investments in subsidiaries in the Company's finainstatements are recognized at cost less impairfosses. If the
recoverable amount of an investment is lower thtancarrying amount, due to circumstances not censilto be
temporary, the investment value is written dowitdagecoverable amount.

Inventories

Inventories are stated at the lower of cost andreadizable value. The cost of materials is alledatising the weighted
average method. The cost of work in progress amdhfed goods includes direct manufacturing costsst of materials
and direct labor costs, costs of conversion an@rothanufacturing costs incurred in bringing theeimories to their
present location and condition - energy, ancillargterials, equipment and maintenance costs, dapicrciand general
manufacturing costs — service costs related to faaturing.

Financial assets

Financial assets are classified into the follonspgcified categories: financial assets ‘at faiugahrough profit or loss’,
‘held-to-maturity’ investments, ‘available for safmancial assets and ‘loans and receivables’sTassification depends
on the nature and purpose of the financial assetssadetermined at the time of initial recognition
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JSC “GRINDEKS”

COMPANY’'S AND GROUP NOTES TO FINANCIAL STATEMENTS F OR THE YEAR 2013

Loans and receivables

Loans and receivables are non-derivative finaresaets with fixed or determinable payments thatatequoted in an
active market. Loans and receivables (includingdrand other receivables, bank balances and caklothar similar
items) are measured at amortized cost using teetafé interest method, less any impairment.

Impairment of financial assets
The Group assesses, at each balance sheet dateemthere is objective evidence that a financiakais impaired.

The Group assesses all financial assets on anidodivbasis. If there is objective evidence thatirapairment loss on
loans and receivables carried at amortized costbkas incurred, the amount of the loss is measasetthe difference
between the asset's carrying amount and estimagsent value of future cash flows.

Financial liabilities
Financial liabilities, represented by borrowinggde and other payables are subsequently meastu@doatized cost
using the effective interest method.

The effective interest method is a method of caling the amortized cost of a financial liabilitydaof allocating interest
expense over the relevant period. The effectiver@st rate is the rate that exactly discounts estich future cash
payments (including all fees and points paid oenemd that form an integral part of the effectiméerest rate, transaction
costs and other premiums or discounts) througlesipected life of the financial liability, or (wheegpropriate) a shorter
period, to the net carrying amount on initial reciign.

Cash and cash equivalents
Cash and cash equivalents include cash on handeandndl deposits with credit institutions with irliierm which does
not exceed 90 days at inception.

Leasing
Leases are classified as finance leases whenewdettins of the lease transfer substantially allritles and rewards of
ownership to the lessee. All other leases areifiEss operating leases.

The Group as lessee

Assets held under finance leases are initially gaed as assets of the Group at their fair vatubainception of the
lease or, if lower, at the present value of theimimm lease payments. The corresponding liabilittheolessor is included
in the statements of financial position as a firalease obligation.

Lease payments are apportioned between financgehand reduction of the lease obligation so alieve a constant
rate of interest on the remaining balance of thbility. Finance charges are charged directly wfipor loss, unless they
are directly attributable to qualifying assets,which case they are capitalized in accordance thighGroup’s general
policy on borrowing costs.

Operating lease payments are recognized as an®xpam straight-line basis over the lease term.

Accrual for vacations
Accruals for vacations are calculated by multiplythe average employee salary by the number ofaghuacation days
at the end of the year, adding related social ¢&tsc

Revenue and expense recognition

Revenues and expenses are recognized on an acasial Revenues are recognized when goods are @elivard
ownership is passed to customers. Revenues are shetwaf certain discounts and sale related taxesdtare certain
discounts that are presented in other operatingresgs).

Interest income is recognized on the effectiveregerate basis. The effective interest methodrigethod of calculating
the amortized cost of a financial asset and otating interest income over the relevant perioce &fiective interest rate
is the rate that exactly discounts estimated futash receipts (including all fees on points paidegeived that form an
integral part of the effective interest rate, tagt®on costs and other premiums or discounts) titrdhe expected life of
the financial asset, or, where appropriate, a shpsriod.

Expenses are recognized when incurred. All reseamth development costs are expensed in the stateafen
comprehensive income, presented in the item “Cogbofls sold”.
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JSC “GRINDEKS”

COMPANY’'S AND GROUP NOTES TO FINANCIAL STATEMENTS F OR THE YEAR 2013

Borrowing costs

Borrowing costs directly attributable to the acqigsi, construction or production of qualifying asssewhich are assets
that necessarily take a substantial period of tionget ready for their intended use or sale, adeddo the cost of those
assets, until the assets are substantially readthéir intended use or sale. Investment incomeeshon the temporary
investment of specific borrowings pending their exgiture on qualifying assets is deducted fromitbgowing costs
eligible for capitalization.

All other borrowing costs are recognized in profiloss in the period in which they are incurred.

Corporate income tax
Corporate income tax is assessed based on the @axabime for the period in accordance with Latviax legislation
applying the rate of 15%.

In accordance with Estonian legislation JSC "TallPimarmaceutical Plant” does not have to pay inctamdrom profit
but have to pay tax from paid dividends.

According to Russian legislation the earned prdfitGrindeks Rus” Ltd. is subject to income tax aeraf 24%.

Deferred income tax

Deferred taxation is provided on all temporary tigidifferences arising between the accounting aration treatment of
income and expenses. The deferred taxation lighditalculated based on the tax rates that areateg to apply when
temporary differences reverse. The principal tempodifferences arise from the differing depreciatirates of fixed
assets for accounting and taxation, accrued liads]i provisions and accumulated losses of taxaW@dhere an overall
deferred taxation asset arises, this is only reizegnin the financial statements where its recdviéita is foreseen with
reasonable certainty.

Provisions

Provisions are recognized when the Group has &iprebligation (legal or constructive) as a resdila past event, it is
probable that an outflow of resources embodyinqnenuc benefits will be required to settle the obtign and a reliable
estimate can be made of the amount of the obligatio

Government grants
Government grants are not recognized until thereasonable assurance that the Group will comptly thie conditions
attached to them and that the grants will be reckiv

Government grants whose primary condition is that&roup should purchase, construct or otherwigaigenon-current
assets are recognized as deferred income in them&ats of financial position and transferred tofipror loss on a
systematic and rational basis over the useful lofabe related assets.

Other government grants are recognized as incoretbg periods necessary to match them with this éoswhich they

are intended to compensate, on a systematic liasi@rnment grants that are receivable as compendati expenses or
losses already incurred or for the purpose of givimmediate financial support to the Group withfature related costs
are recognized in profit or loss in the period inicthh they become receivable.

Use of estimates

The preparation of financial statements requiresagament to make estimates and assumptions. Thésmtes and
assumptions affect the reported amounts of askaltdlities and off statements of financial posititems, as well as
reported revenues and expenses. Actual resultd diftér from those estimates.

Critical accounting judgments and uncertainties

The following are the critical judgments and keguaaptions concerning the future, and other keycasuof estimation
uncertainty at the statements of financial positaate, that have a significant risk of causingatemal adjustment to the
carrying amounts of assets and liabilities withia hext financial year:

= the Group reviews the estimated useful lives opprty, plant and equipment;

= the Group reviews non-current assets and assesse®ever events or changes in circumstances inditatehe
carrying amount may not be recoverable;

= the Group estimates fair value of investment priyper

= the Group considers judgments in connection witissifying non-current assets to tangible asseitsvestment
properties;

= the Group considers recoverability of receivablegach balance sheet date.
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COMPANY’'S AND GROUP NOTES TO FINANCIAL STATEMENTS F OR THE YEAR 2013

Segment information

Reportable segments are operating segments or agigregjof operating segments that meet specifiberier. Operating
segments are components of an entity about whighrate financial information is available thatvsl@ated regularly by
the chief operating decision maker in deciding howllocate resources and in assessing performance.

Related parties

Parties are considered to be related if one paythe ability to control the other party or exsecsignificant influence
over the other party in making financial and opatecisions. Related parties are defined as sblakets, high level
management, members of the management board arslipleevisory council, their close relatives and panies that
directly or indirectly through one or more interratkes, control, or are controlled by, or are uncammon control with,
the reporting entity. See Note 21.

Fair value

Fair value represents the amount at which an asséd be exchanged or liability settled on an arl@rgth basis. Where
in the opinion of the management, the fair valueinancial assets and liabilities differ materjaftom their book values,
such fair values are disclosed in the notes tditiamcial statements.
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COMPANY’'S AND GROUP NOTES TO FINANCIAL STATEMENTS F OR THE YEAR 2013

2. INTANGIBLE ASSETS — THE GROUP

Historical cost

As of 31 December 2012
Additions

Transfers

Disposals

As of 31 December 2013

Accumulated amortization
As at 31 December 2012
Depreciation for the year
Disposals

As of 31 December 2013

Carrying value
As of 31 December 2012
As of 31 December 2013

Patents, licenses,

Advance payments

INTANGIBLE ASSETS — THE COMPANY

Historical cost

As of 31 December 2012
Additions

Transfers

Disposals

As of 31 December 2013

Accumulated depreciation
As of 31 December 2012
Depreciation for the year
Disposals

As of 31 December 2013

Carrying value
As of 31 December 2012
As of 31 December 2013

trademarks and Computer for intangible Total
. software
other rights assets
EUR EUR EUR EUR
2,090,101 1,762,732 211,028 4,063,860
5,000 14,219 22,332 41,551
91,400 141,960 (233,360) -
- (299,150) - (299,150)
2,186,500 1,619,760 - 3,360,
1,513,773 1,414,571 - 2928,
212,947 152,760 - 365,707
- (299,150) - (299,150)
1,726,720 1,268,180 - 2904,
576,327 348,161 211,028 83 315
459,780 351,580 - 811,360
Patents, licenses, Advance payments
trademarks and Computer software for intangible assets Total
other rights
EUR EUR EUR EUR
2,342,397 1,699,262 211,028 4,252,686
5,000 14,219 22,332 41,551
91,400 141,960 (233,360) -
- (299,150) - (299,150)
2,438,797 1,556,290 - 3,995
1,833,370 1,378,335 - 3,204,
205,746 125,526 - 331,272
- (299,150) - (299,150)
2,039,116 1,204,710 - 3223,
509,027 320,927 211,028 a,98p
399,680 351,580 - 751,261
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3. TANGIBLE FIXED ASSETS — THE GROUP

Historical cost

As of 31 December 2012
Additions

Transfers

Reclassification/ correction
Sales and disposals

As of 31 December 2013

Accumulated depreciation
As of 31 December 2012
Depreciation for the year
Reclassification/ correction
Disposals

As of 31 December 2013

Carrying value
As of 31 December 2012

As of 31 December 2013

TANGIBLE FIXED ASSETS - COMPANY

Historical cost

As of 31 December 2012
Additions

Transfers

Reclassification/ correction
Sales and disposals

As of 31 December 2013

Accumulated depreciation
As at 31 December 2012
Depreciation for the year
Disposals

As of 31 December 2013

Carrying value
As of 31 December 2012

As of 31 December 2013

Land, Equipment Other Construc- Advance Total
buildings and fixed tion in payments
and machinery assets progress for fixed
construc- assets
tions
EUR EUR EUR EUR EUR EUR
31,408,778 35,387,327 387%, 2,126,609 1,047,737 73,696,331
59,329 818,049 533,244 1,645,227 2,7(8,39 5,760,245
499,371 2,019,513 21,729 - (2,540,613) -
126,795 21,542 8,849 - - 157,186

- (2,327,039)  (943,270) - - 27(8309)
32,094,274 35,919,393 3&bB, 3,771,835 1,211,520 76,343,453
6,139,466 16,226,636 2,63®,0 - - 25,036,138
1,347,003 2,531,370 43,0 - - 4,321,401

- 9,407 1,427 - - 1@,83

- (2,296,750)  (935,806) - - (3,232,556)
7,486,468 16,470,663 2,18%3,6 - - 26,135,817
25,269,313 19,160,691 1855, 2,126,609 1,047,737 48,660,193
24,607,805 19,448,730 1%, 3,771,835 1,211,520 50,207,635
Land, Equipment Other Construc- Advance Total

buildings and fixed tion in payments
and machinery assets progress for fixed
construc- assets
tions
EUR EUR EUR EUR EUR EUR
30,386,855 34,403,552 348U, - 1,047,737 69,225,605
59,329 772,787 380,287 1,645,227 2,708,39 5,562,026
499,371 2,019,513 21,729 - (2,540,613)

- 21,535 20,450 - - 985,

- (2,551,881) (943,270) - - 498151)
30,945,555 34,665,507 266, 1,645,227 1,211,520 71,334,465
6,027,793 15,386,889 2,489,1 - - 23,883,800
1,311,471 2,496,618 38,1 - - 4,206,264

- (2,521,592) (936,706) - - (3,458,298)
7,339,264 15,361,915 1,9D,5 - - 24,631,765
24,359,062 19,016,663 918,34 - 1,047,737 45,341,805
23,606,291 19,303,592 935,06 1,645,227 1,211,520 46,702,699

The Company has pledged its fixed assets as setaritiye bank loans (see Note 10).
In 2013 and in 2012 interest expenses were notataeid .
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During year 2013 new technological equipment wasdd outside of Latvia, lease period is until 2033.

Lease payments are as follows: 31.12.2013

EUR
During the first year 91,200
From the second year until fifth year 364,799
From the sixth year until the end of a lease term ,368,000
Total 1,823,999

4. INVESTMENT PROPERTY - GROUP

EUR
As of 31 December 2011 6,946,745
Changes in fair value 198,917
Reclassified from fixed assets to investment progert 1,710,292
As of 31 December 2012 8,855,954
Changes in fair value 224,045
As of 31 December 2013 9,080,000

As of 31 December 2013 Investment properties ctnsit land and buildings owned by JSC “Kalceks” &hamu
ApsaimniekoSanas projekti” Ltd.

“Namu ApsaimniekoSanas projekti” Ltd. Investment property

On February 10, 2014 independent certified valuastimated of the real estate market value. Acogrth the valuation
report market value of the real estate at 76 Mask&treet, Riga is EUR 430,000; and market valtleofeal estate at 78
Maskavas Street, Riga is EUR 1,300,000.

JSC “Kalceks” investment property

As of 31 December, 2013 the fair value of land odvhg JSC “Kalceks” was estimated by an independainiator.
The market value amounted to EUR 2,700,000for @hé blot at 9 Zala Street, Riga; EUR 4,100,0004Herland plot at
6/8 Zala Street, Riga, and EUR 550,000for the rstaite at Krustpils 71 b. The valuator applied taatisn approach in its
valuation. Cost price of the investment properiseSUR 379,907, including fair value of privatizaiicertificates.

The minor part of investment properties are usdg within the Group, rent agreement with indefiniteaturity date is
signed, the annual rent fee amounts to EUR 256, Th&.majority part of the real estate is held fapital appreciation,
therefore the property is classified as Investnpeoperty.
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5. INVESTMENTS IN SUBSIDIARIES —-THE COMPANY

31.12.2013 31.12.2012
EUR % EUR %
JSC “Kalceks” 4,900,449 98.7 % 4,900,198 98.7 %
JSC “Tallinn Pharmaceutical Plant” 3,431,432 100 % 433,432 100 %
“Namu apsaimniekosanas projekti” Ltd. 1,111,086 w0 1,111,086 100 %
Grindeks Rus” Ltd. 289 100 % 289 100 %
9,443,256 9,443,005
Country of Principal business activities
incorporation
JSC “Kalceks” Latvia Production and sale of pharméicals
JSC “Tallinn Pharmaceutical Plant” Estonia Produttad sale of pharmaceuticals
“Namu apsaimniekosanas projekti” Ltd. Latvia Reahssmanagement and other activities related to
real estate
Grindeks Rus” Ltd. Russia Production and sale ofphaeuticals

Net profit for the year 2013 JSC “Kalceks” was EBB,609 (2012: net profit EUR 118,229). As of Debem2013 the
equity of JSC ,Kalceks” was EUR 6,796,350. (201PRE6,493,741).

The net profit of JSC “Tallinn Pharmaceutical Plaint2013 was EUR 387,192, (2012: net profit EUR 200)8As at 31
December the equity of JSC “Tallinn Pharmaceutitahf was EUR 4,421,059 (2012: EUR 4,033,867).

In 2013 “Namu apsaimniekosanas projekti” Ltd. haslass amounted to EUR 272,474 (2012: loss of HUJR6,433). In
2013 the Company provided EUR 747,376 allowancé¢hi@ioan issued to “Namu apsaimniekosanas projekti”

In 2012 the Company provided EUR 1,503,041 allowdioc the loan issued to “Namu apsaimniekosanaglroand
allowance of EUR 498,005 for the value of investmehllowance expenses are presented in the Statemin
comprehensive income, in line “Other operating eses”.

According to unaudited data the profit of Grind&ss” Ltd. in 2013 was EUR 1,463,378 (2012: net I09KRHE.,087,673).

In 2012 the Company has signed purchase agreemémtDaishdirect Limited regarding purchase of thetmaiing
interest in the equity of HBM Pharma (Slovakia). éfsthe date of signing these financial statemem¢sagreement is
partly completed. The main activity of the HBM Pharis production of the medical substances. As afeber 31,
2013 the Company’s and Group statement of finapaaition contains advance payments related to éferé mentioned
purchase agreement in the amount of EUR 11,670r880Group management is certain that this deabisggto be
finalized during 2014.

6. TRADE RECEIVABLES

Group Group Company Company
31.12.2013 31.12.2012 31.12.2013 31.12.2012
EUR EUR EUR EUR

Russia 33,360,901 32,973,570 20,707,344 22,240,009
Other CIS countries 5,683,052 5,519,318 5,683,052 51%318
Latvia 690,787 970,465 683,972 964,428
Lithuania 956,338 382,010 956,338 382,010
Estonia 355,591 424,921 354,506 424,777
Other countries 4,004,437 4,275,663 4,004,437 46585
Allowance for doubtful receivables (861,808) (42y2 (861,808) (42,722)
Total trade receivables 44,189,299 44,503,226 31,820 33,763,483
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7. OTHER DEBTORS

Group Group Company Company
31.12.2013 31.12.2012 31.12.2013 31.12.2012
EUR EUR EUR EUR
Grindeks Rus” Ltd. other debtors 2,174,909 7,368,99 - -
JSC “Tallinn Pharmaceutical Plant” other
debtors 49,589 2,324,758 - -
Tax receivables (see Note 13 (a)) 817,340 723,728 65,686 190,348
Other 1,359,225 1,076,720 885,742 1,076,351
Total 4,401,063 11,494,198 1,651,438 1,266,699
8. CASH AND CASH EQUIVALENTS
Group Group Company Company
31.12.2013 31.12.2012 31.12.2013 31.12.2012
EUR EUR EUR EUR
Cash in bank 3,567,263 2,166,254 3,114,816 1,678,156
Cash on hand 8,761 7,139 8,533 6,958
Total 3,576,024 2,173,393 3,123,349 1,685,114

9. SHARE CAPITAL

As of 31 December 2013 and 2012 the issued anglgaid share capital of the Company consisted &R0 ordinary

shares with a nominal value of EUR 1.42 each. Tumber of publicly listed shares is 9,585,000.

The shareholders as of 31 December 2013 and 31nibece2012 were as follows (Latvian Central Depogittata):

Percentage Percentage
(%) (%)

31.12.2013 31.12.2012
Kirovs Lipmans 33.29 33.29
Anna Lipmane 16.69 16.69
-AB.LV Private equity fund 2010” 11.38 11.38
Skandinaviska Enskilda banken (nominal holder) 81.2 10.22
Swedbank AS Clients Account (nominal holder) 10.80 .718
Other shareholders 16.56 19.71
Total 100.00 100.00
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10. LOANS FROM CREDIT INSTITUTIONS

Credit line from Nordea Bank Finland Plc.

Credit line from JSC “SEB Bank”, Latvia
Nordea Bank Finland Plc.

Nordea Bank Finland Plc.

JSC “SEB Bank”, Latvia

JSC “SEB Bank”, Latvia

Current loans from credit institutions

Nordea Bank Finland Plc.

JSC “SEB Bank”, Latvia

JSC “SEB Bank”, Latvia

Nordea Bank Finland Plc.

Non-current loans from credit institutions
Total

The borrowings are repayable as follows:

Within one year

During second year

Third to fifth year inclusive
Total

Group Group Company Company
31.12.2013 31.12.2012 31.12.2013 31.12.2012
EUR EUR EUR EUR
4,080,278 ,686,433 4,080,278 4,686,433
4,614,359 4,209 4,614,359 4,610,209
1,200,000 1,200,000 1,70,0 1,200,000
500,000 666,667 500,000 ,6656
461,921 461,921 - -
389,797 - 389,797 -
11,246,356 1,625,230 10,784,435 11,163,309
899,999 2,100,001 899,999 ,10®001
747,117 - 747,117 -
384,932 846,853 - -
- 500,000 - 500,000
2,032,089 3,446,854 1,647,116 2,600,001
13,278,405 15,072,084 12,431,551 13,763,310
Group Group Company Company
31.12.2013 31.12.2012 31.12.2013 31.12.2012
EUR EUR EUR EUR
11,246,356 11,625,230 10,784,435 11,163,309
1,674,727 2,328,588 1,289,796 1,866,667
357,322 1,118,266 0 733,334
13,278,405 15,072,084 12,431,551 13,763,310
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Loans terms and maturity: Group Group Company Company
31.12.2013  31.12.2012 31.12.2013  31.12.2012
EUR EUR EUR EUR

On 31 July 2011 the Company received a credit lnoenfNordea

Bank Finland Plc. The credit line limit was incredseo

EUR 5,000,000, Repayment term is 31 July 2014. désterate is 4,080,278 4,686,433 4,080,278 4,686,433
EONIA plus 1.1 % fixed rate. The credit line is sz by commercial

pledge.

On 24 April 2009 the Company signed a credit lineeament with

JSC “SEB Bank” Latvia in amount of EUR 5,000,000. lestrate is 3

months EURIBOR plus fixed rate 1.8 %. On 10 April 2Qkd credit

line agreement term was extended to 24 April 20t credit line is 4,614,359 4,610,209 4,614,359 4,610,209
secured by commercial pledge.

On 31 July 2011 the Company signed a loan agreewig¢mtNordea
Bank Finland Plc for total amount of EUR 4,000,000p&enent term
is 9 August 2015. Interest rate is 1 year EURIBOR fl95 fixed rate.

; . 2,099,999 3,300,001 2,099,999 3,300,001
The loan is secured by commercial pledge.

On 31 July 2011 the Company signed a loan agreewig¢mtNordea
Bank Finland Plc for total amount of EUR 2,000,000p&enent term
is 9 August 2014. Interest rate is 3 months EURIBQR fil5 % fixed

- . 500,000 1,166,667 500,000 1,166,667
rate. The loan is secured by commercial pledge.

On 1 October 2007 “Namu apsaimniekosanas projdékt! entered
into agreement no. KD07204 with JSC “SEB Bank”. Incadance
with this agreement “Namu apsaimniekosanas prdjékd. receives
loan in amount of EUR 2,500,000 with interest rat8% plus 3
months EURIBOR. The loan can be used only for acduisibf real
estate at 76 Maskavas Street, Riga.

The loan is secured by a mortgage agreement no.7RDD1.
Maturity of the loan is 30 September 2011. On 3pt&aber 2011 the
loan agreement term was extended to 15 Septembds. 20
JSC Grindeks” has guaranteed repayment of this loan

846,853 1,308,775 - -

On 2 August 2013 the Company signed a loan agreemviht
JSC “SEB Bank” Latvia Plc for total amount of EUR 11, EBO.
Repayment term is 15 November 2016. Interest rat8 mmonths

EURIBOR plus 1.7 % fixed rate. The loan is securecdymercial 1,136,914 - 1,136,914 -
pledge.
Total 13,278,405 15,072,084 12,431,551 13,763,310
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11. FINANCE LEASE LIABILITIES

Non-current finance lease liabilities
Current finance lease liabilities
Total

Group Group Company Company
31.12.2013 31.12.2012 31.12.2013 31.12.2012
EUR EUR EUR EUR
- 806,425 - 8,288
- 806,425 - 48,238
- 806,425 - 48,238

Group finance lease liabilities as of 31 Decemb@&t22include the amount of EUR 758,187 related tddmg lease
contract dated 21 November 2006 signed between“J8linn Pharmaceutical Plant” and AS “Lasnamae StG8park”.
These liabilities were fully settled in March 2013.

12. OPERATING LEASE LIABILITIES

The Group and the Company have car leases undeatimgelease agreements. The operating leaseitiebiare as

follows:

Within one year
Second to fifth year inclusive
Total

13. TAXES AND SOCIAL SECURITY CONTRIBUTIONS

13 (a) Tax receivablegsee Note 7)

Value added tax
Corporate income tax
Total

13 (b) Tax liabilities

Corporate income tax
Social security contributions
Personal income tax

Value added tax

Other

Total

Group Group Company Company
31.12.2013 31.12.2012 31.12.2013 31.12.2012
EUR EUR EUR EUR
183,245 334,124 108,511 192,860
126,305 235,242 306, 234,688
309,550 569,366 234,817 427,549
Group Group Company Company
31.12.2013 31.12.2012 31.12.2013 31.12.2012
EUR EUR EUR EUR
297,473 723,728 245,828 190,348
519,868 - 519,868 -
817,340 723,728 765,696 190,348
Group Group Company Company
31.12.2013 31.12.2012 31.12.2013 31.12.2012
EUR EUR EUR EUR
620,775 1,065,835 - 957,849
670,533 367,861 66@,9 315,227
235,753 253,985 159,840 172,159
30,303 16,016 - -
13,240 11,026 5,421 4,775
1,570,603 1,714,723 767,217 1,450,010
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14. BUSINESS SEGMENTS

Based on the type of its products the Group may ibieletl into two main divisions - final dosage forramd active
pharmaceutical ingredients business structure. libgsions serve as the basis to report the pyirsagments of the

Group — business segments.

2013 EUR

Revenue

External sales
Inter-segment sales
Total revenue

Result

Segment result
Unallocated expenses
Operating profit
Interest income
Interest expenses

Real estate tax

Profit before taxation
Income tax expense
Profit for the year
Attributable to:

Equity holders of parent
Non-controlling interest
Total

Other information

2013 EUR

Purchase of fixed assets and
intangible assets
Depreciation and amortization

Statement of financial position EUR

31.12.2013

Assets

Segment assets
Unallocated assets

Total consolidated assets

Liabilities

Segment liabilities
Unallocated liabilities

Total consolidated liabilities

Active
pharma-
Final ceutical Eliminations Total
dosage ingre-
forms dients
100,330,222 18,130,884 - 118,461,106
- 8,201,984 (8,201,984) -
100,330,222 26,332,868 (8,201,984) , 468,106
33,628,236 12,079,413 - 45,707,650
(29,217,921)
16,489,728
146,963
(254,937)
(90,277)
16,291,477
(2,782,254)
13,509,223
13,505,259
3,964
13,509,223
Active
pharma-
Final ceutical Other Total
dosage ingre-
forms dients
2,306,963 980,986 2,513,846 5,801,795
1,454,182 2,116,882 ,114,044 4,687,108
Active
pharma-
Final ceutical Total
dosage ingre-
forms dients
62,003,931 33,234,871 95,238,802
55,766,729
151,005,531
3,209,755 2,303,104 5,512,860
145,492,671
151,005,531
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2012 EUR

Revenue

External sales
Inter-segment sales
Total revenue

Result

Segment result
Unallocated expenses
Operating profit
Interest income
Interest expenses

Real estate tax

Profit before taxation
Income tax expense
Profit for the year
Attributable to:

Equity holders of parent
Non-controlling interest
Total

Other information

2012 EUR

Purchase of fixed assets and
intangible assets
Depreciation and amortization

Statement of financial position EUR

31.12.2012

Assets

Segment assets
Unallocated assets

Total consolidated assets

Liabilities

Segment liabilities
Unallocated liabilities

Total consolidated liabilities

Active
pharma-
Final ceutical Eliminations Total
dosage ingre-
forms dients
99,480,450 18,178,330 - 117,658,780
- 6,400,217 (6,400,217) -
99,480,450 24,578,547 (6,400,217) ©%3,780
33,166,661 10,235,330 - 43,401,991
(25,920,264)
17,481,727
179,581
(367,465)
(98,995)
17,194,848
(3,482,780)
13,712,068
13,708,742
3,325
13,712,068
Active
pharma-
Final ceutical Other Total
dosage ingre-
forms dients
2,306,963 980,986 1,660,380 4,948,330
1,454,182 2,116,882 65,4833 4,436,497
Active
pharma-
Final ceutical Total
dosage ingre-
forms dients
66,334,733 33,703,262 100,037,995
39,803,711
139,841,706
3,895,402 8,483,237 12,378,639
127,463,067
139,841,706
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15. NET SALES

Group Group Company Company
2013 2012 2013 2012
EUR EUR EUR EUR
Russia 72,258,822 77,384,367 52,677,667 59,529,684
Other CIS countries 33,950,017 33,081,617 33,950,01 33,081,617
Other countries 13,047,937 10,159,215 13,047,937 ,1580215
Latvia 6,032,554 6,647,539 6,032,554 6,647,539
Lithuania 3,681,736 3,830,365 3,681,736 3,830,365
Estonia 2,147,441 2,080,587 2,147,441 2,080,587
Other sales 221,681 156,331 221,681 156,331
Gross sales 131,340,187 133,340,022 111,759,032 485339
Less discounts
Russia (8,648,386) (12,086,562) (8,648,386) (1258,
Other CIS countries (3,889,436) (2,996,404) (3486) (2,996,404)
Latvia (224,952) (365,273) (224,952) (365,273)
Lithuania (44,412) (163,657) (44,412) (163,657)
Estonia (57,387) (44,032) (57,387) (44,032)
Other countries (14,509) (25,314) (14,509) (25,314)
Discounts total (12,879,082) (15,681,243) (12,882D (15,681,243)
Total, net 118,461,106 117,658,780 98,879,951 99,698
16. COST OF GOODS SOLD
Group Group Company Company
2013 2012 2013 2012
EUR EUR EUR EUR

Raw materials and packaging 17,949,484 15,810,796 , 2135119 13,463,042
Goods purchased for resale 14,301,266 13,719,960 ,144,669 15,940,268
Direct labor and social security

contributions 9,711,210 9,370,319 9,136,351 8,790,8
Depreciation of fixed assets and

amortization of intangible assets 3,735,754 3,58%2,9 3,666,568 3,497,383
Research costs 2,442 264 2,057,952 2,442 264 2857,9
Electricity expenses 1,906,156 1,869,950 1,804,122 1,763,372
Machinery, buildings and equipment

repairs 967,884 911,862 909,784 855,664
Household expenses 297,662 293,075 292,540 286,383
Transport costs 180,961 179,805 170,363 159,407
Waste disposal 149,544 119,242 149,544 119,242
Rent of work clothing 109,171 104,723 96,573 92,239
Other expenses 1,779,744 1,649,279 1,512,016 D397,
Internal turnover of self-manufactured

raw materials (6,158,324) (4,652,185) (6,158,324) (4,652,185)
Total 47,372,775 44,987,685 46,379,589 43,779,715
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17. SELLING AND DISTRIBUTION COSTS

Group Group Company Company
2013 2012 2013 2012
EUR EUR EUR EUR
Advertising expenses 13,578,614 16,712,476 10,584,9 13,726,070
Expenses of representative offices 4,234,518 33844, 4,234,518 3,794,381
Salaries and social security
contributions 2,409,670 2,355,680 1,353,847 1,3138,3
Distribution costs 899,703 842,623 863,552 812,998
Patent costs 152,112 623,161 152,112 623,161
Depreciation of fixed assets and
amortization of intangible assets 525,748 531,898 56,361 477,785
Commissions 512,508 527,379 512,508 527,379
Registration costs for medicine 306,710 345,192 26D, 331,673
Freight insurance expenses 18,433 22,554 18,433 5522,
Other expenses 2,742,664 3,513,761 2,378,926 74083,
Total 25,380,681 29,269,103 20,515,080 24,533,060
18. ADMINISTRATIVE EXPENSES
Group Group Company Company
2013 2012 2013 2012
EUR EUR EUR EUR
Administrative salaries and social
security contributions 5,006,042 5,810,170 2,799,89 3,652,505
Depreciation of fixed assets and
amortization of intangible assets 435,843 349,985 14,419 330,293
Security costs 310,434 319,944 220,157 228,772
Employee insurance expenses 252,063 231,299 251,124 231,299
Computer maintenance and repair 232,593 229,846 49@3, 217,025
Professional and consultancy services 226,561 31839 201,314 3,623,433
Electricity costs 220,650 150,608 175,020 112,494
Transport costs 198,364 207,139 164,077 174,763
Personnel training and hiring expenses 138,221 5226, 138,135 134,140
Business trip expenses 127,791 159,770 126,976 a%1,7
Bank charges 88,591 106,052 60,661 87,491
Property and liability insurance 63,938 68,638 60,462 63,476
Communication expenses 40,597 47,655 31,622 32,342
Other 4,839,281 2,315,885 4,360,810 3,260,807
Total 12,180,968 13,792,961 9,219,169 12,300,548

The Group's major part of line “Other operating exges” in the statement of comprehensive incomepdeenof trade
bonuses paid by the Company and Grindeks Rus Lits toistomers.

The average number of the Group’s employees d@®i@ and 2012 was 873 and 847.
The average number of the Company’s employees dafifg and 2012 was 739 and 717.

The audit fee of ,Deloitte Audits Latvia” Ltd. fahe year 2013 amounted to EUR 32,726.
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19. CORPORATE INCOME TAX

19 (a) Corporate income tax for the year

Group Group Company Company
2013 2012 2013 2012
EUR EUR EUR EUR
Corporate income tax for the year 2,498,654 2,715,41 1,865,389 2,577,444
Deferred tax charge for the year 283,600 767,363 9,605 746,554
Total 2,782,254 3,482,780 2,065,085 3,323,998
19 (b) Reconciliation of accounting profit to tax barge
Group Group Company Company
2013 2012 2013 2012
EUR EUR EUR EUR
Current year profit before corporate
income tax 16,291,477 17,194,848 12,051,138 14128
Expected tax charge, applying current tax
rate of 15% 2,443,721 2,579,227 1,807,670 2,118,478
Tax allowance for new technological
equipment (210,982) (227,651) (210,982) (227,651)
Permanent differences 670,063 1,163,808 865,115 3811,86)
Tax discount for donations (408,368) (43,964) (868) (43,964)
Other - - 11,650 -
Additional tax “Grindeks Rus” Ltd. (9%) 287,820 11,360 - -
Corporate income tax charge 2,782,254 3,482,780 @50085 3,323,998
Effective corporate income tax rate 17.1% 20.3% 17% 23.5%
19 (c) Deferred corporate income tax liabilities
Group Group Company Company
2013 2012 2013 2012
EUR EUR EUR EUR
Difference related to net book value of
fixed assets due to accelerated tax
depreciation for tax purposes 28,103,133 25,698,550 21,115,029 19,379,144
Accrued liabilities (567,945) (163,367) (523,277) 118,696)
Accumulated tax losses - 130,149 - -
Non-recognized deferred tax asset - (20,810) - -
Total temporary difference 27,535,188 25,644,523 591,752 19,260,448
Deferred tax liabilities (15 % rate) 4,130,278 346,678 3,088,763 2,889,067
Deferred tax liabilities as at the
beginning of the reporting year 3,846,678 3,079,315 2,889,067 2,142,513
Increase in deferred tax liabilities charged
to the statement of profit and loss 283,600 767,363 199,696 746,554
Deferred tax liabilities as at the end of
the reporting year 4,130,278 3,846,678 3,088,763 889,067
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20. EARNINGS PER SHARE

Group Company Company
2013 2013 2012
EUR EUR EUR
Basic earnings per share
Average number of shares outstanding 9,585,000 5466 9,585,000 9,585,000
Current year profit attributable to equity
holders of the parent 13,505,259 13,708,742 9,986,053 10,799,186
Basic earnings per share 1.41 1.43 1.04 1.13
21. TRANSACTIONS WITH RELATED PARTIES
Salary of the Board and the Council is as follows:
2013 2012
EUR EUR
Members of the Council 980,978 1,521,504
Social security contributions 203,654 317,243
Total compensation paid to the members of the Courci 1,184,632 1,838,747
Members of the Board 301,898 450,823
Social security payments 85,414 105,987
Total compensation paid to the members of the Board 387,311 556,810
Total 1,571,943 2,395,557

The Group and the Company have issued loans to #mbers of the Council with the rate of 1.4% plus &nth
EURIBOR and also 12% a year. The amounts repayabksdmlows:

Group Group Company Company
31.12.2013 31.12.2012 31.12.2013 31.12.2012
EUR EUR EUR EUR
Current loan - 375,001 - 375,001
Non-current loan 2,505,055 2,130,055 2,505,055 2,130,055
Total 2,505,055 2,505,055 2,505,055 2,505,055

Amounts outstanding for the transactions of the Camgpwith the related parties are as follows:

Assets 31.12.2013 31.12.2012
EUR EUR
Due from “Grindeks Rus” Ltd. for goods delivered 741,816 17,555,321
Loan to JSC “Tallinn Pharmaceutical Plant” 848,026 848,015
Loan to “Namu apsaimniekosanas projekti” Ltd. 2,330 1,510,154
Provisions for loan to “Namu apsaimniekosanas ptgjetd. (2,257,530) (1,503,041)
Advance payment for purchase of shares to “Dastidited. 11,670,000 5,130,001
Loan to HBM Pharma 2,859,999 -
Due from HBM Pharma for goods delivered and servizesided 3,306,028 2,534,587
Loan to “Liplats 2000” Ltd. - 2,089,999
Advanced payment for goods JSC “Tallinn Pharmacauitant” 495,517 564,356
Due from “Grindeks Rus” Ltd. for the rent of theioff premises 168,080 158,872
Total assets 31,089,466 28,888,265

Advance payment for purchase of the shares isadiedlin the statement of the financial positioadgsance payments for
financial investments.

Issued loans are reflected in the statement dirthacial position as other loans.

During 2013, “Liplats 2000” Ltd. was reorganizeddlanerged with HBM Pharma.

* While preparing financial statements for the y2813, Group’s and Company’s comparatives for tsar 2012 were
reclassified in order to meet classification of fimancial statements for the year 2013.
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Based on the fact that in 2013 all conditions irpees of HBM Pharma s.r.0. shares acquisition areptete and advance
paid by the Company for the acquistion represent® rii@an 50% from the acquisition price, AS ,Gringlekas rights to
require finalisation of the agreement. Based onettasts AS "Grindeks" and HBM Pharma s.r.o. aretébas related

parties according to IAS 24.

31.12.2013 31.12.2012
Liabilities
EUR EUR
Trade accounts payable JSC “Kalceks” 665,185 387,415
Total liabilities 665,185 387,415

Related parties receivables are not secured.

Dues to the related companies are included inttiteraent of financial position as trade accounjspke.

The Company'’s transactions with related companiesiafollows:

Income

2013 2012

EUR EUR
Sales to “Grindeks Rus” Ltd. 14,354,587 11,803,668
Goods sold to HBM Pharma 6,260,285 3,075,579
Lease of equipment to HBM Pharma (see Note 3) 7,600 -
Interest income “Namu apsaimniekosanas projekt. Lt 120,334 62,956
Provisions for interest income “Namu apsaimniekasgurojekti” Ltd. (120,334) -
Interest income JSC “Tallinn Pharmaceutical Plant” 6,427 46,424
Rent of office “Grindeks Rus” Ltd. 27,821 -
Total 20,696,719 14,988,627
Expenses

2013 2012

EUR EUR
Goods and services received from HBM Pharma 10,284,4 7,038,398
Purchase of goods JSC “Tallinn Pharmaceutical Plant 6,021,455 5,385,297
Bonuses allocated to Ltd “Grindeks Rus” 5,893,007 5,725,749
Purchase of goods JSC “Kalceks” 949,457 534,452
Rent of warehouse JSC “Kalceks” 257,329 257,329
Deprecation of leased fixed assets 7,157 17,010
Total 23,192,833 18,958,234

22. FINANCIAL RISK MANAGEMENT

Foreign Currency Risk

The Group deals with foreign customers and suppéed it has borrowings denominated in foreignenaies.

Since 1 January, 2005 the Bank of Latvia has statéged currency exchange rate for Lat against Eueo 0.702804.
Therefore, the Group’s profit or loss due to flattans of the Euro exchange rate is not matenmbrber to minimize
exposure to foreign currency exchange risk, thauie arranging transactions in EUR.

Therefore, the Group bears foreign currency exchaisf mainly to RUB exchange rate (sales and dthesactions with
subsidiary registered in Russia).

The Group’s financial assets and financial lialgiitdenominated in foreign currencies as of 31 Bwez 2013 are as
follows:
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31.12.2013 31.12.2013
uUsD RUB
Financial assets in original currency (EUR) 15,684, 22,859,275
Financial liabilities in original
currency(EUR) 108,177 2,208,059
Net position in original currency(EUR) 14,936,408 0,651,216
Net position in euro 7,692,250 322,160
31.12.2012 31.12.2012
uUsD RUB
Financial assets in original currency (EUR) 21,702, 1,911,750,367
Financial liabilities in original
currency(EUR) - 89,010,282
Net position in original currency(EUR) 21,772,104 ,8212,740,085
Net position in euro 11,560,987 31,715,677

The Company does not use derivative financial imsémts to hedge foreign exchange risk.

Credit risk
Maximum credit risk as of 31 December 2013 and 26H>3 follows:
Group Group Company Company
2013 2012 2013 2012
EUR EUR EUR EUR
Trade receivables 44,189,299 44,503,226 31,527,840 33,763,483
Due from related parties 3,306,028 2,534,587 16450 21,668,265
Loans provided to management and
shareholders 2,551,009 2,505,055 2,551,009 2,585,05
Other loans 5,138,642 2,089,999 2,859,999 2,089,999
Other investments 31,588 31,616 31,588 31,616
Other debtors 4,401,063 11,494,198 1,651,438 16266,
Cash in bank 3,567,263 2,166,254 3,114,816 1,678,156
Total 63,184,892 65,324,936 58,296,155 63,003,274

The Group has exposure to credit risk as it seltglg and provides services on credit. The Grougraisrits credit risk by
careful evaluation and regular monitoring of itssimess partners. There is specific credit limitakkshed for each
customer.

In determining the recoverability of a trade reabile, the Group considers any change in the copility of the trade
receivable from the date credit was initially gethtip to the reporting date.

Assets past due, not impaired

As of balance sheet date the Group and the Compasiya$sets amounting to EUR 9,314 thousands and JHL83
thousands respectively (2012: EUR 13,977 thousamdsEUR 16,141 thousands) that are past due buimpatired.
These assets are going to be recovered after $éagahand business processes are finalized Wwitd parties. Also it is
planned to recover legal expenses in the amouBU& 3,4 thousands, that are recognized under éefenxpenses line as
at December 31, 2013. Group management considedinceactivities and is confident of a successiitdlfsation of
these processes and the recovery of assets inhudl,provisions for these assets were not madilBe information is
not disclosed in the financial statements for ateritiality reasons.

Interest rate risk
The Group has long-term loans with variable interage from credit institutions and it is exposedany changes in
interest rate.

In relation to payables arising from loans, the pr@s sensitive to changes in cash flows from aderates as follows: in
the event of a 1.0 percentage point increase,iifé will decrease by EUR 132,784; in the eventdf.0 percentage point
decrease in the interest rate, the profit will @age by EUR 132,784.
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Liquidity risk

The Group analyses maturities of its assets arudlifias to ensure that sufficient resources arailable to meet the
Group’s liabilities. The Group maintains sufficiezgsh funds in the credit institutions. If necegshe Group uses credit
facilities to meet short-term obligations. All fimgial assets and liabilities are current, exceptafdvance payments for
non-current investments, issued loans, loans fr@ditinstitutions and leasing liabilities.

Concentration risk

Sales volumes of the Company in relation to the ofesubsidiaries, to which final dosage forms andivac
pharmaceutical ingredients were sold during 20b8fribute to 24% (2012: 24%) from total sales. T@npany has no
possession over the information that sales volunmesd drastically decrease in the coming reporfirgods.

23. CONTINGENT LIABILITIES

In 2014 “Grindeks” will assess the Group’s expansapportunities by the acquisition of pharmaceutfwaduction
companies.

If JISC “Tallinn Pharmaceutical Plant” pays in dividis all accumulated profit as at 31 December 2@1tBeé amount of
EUR 3,390,416 (2012: EUR 3,010,835), it would resBulncome tax liabilities in the amount of EUR17287
(2012: EUR 800,348).

The Company has received grants from the EU funds#rer institutions. The standard condition ofngsareceipt is that
the related asset acquired should not be dispos&déar period from the asset acquisition dathdfCompany disposes
the asset in the period that is less than 5 ydasCompany may have an obligation to repay badkgbaeceived grant.

State revenue service has authority to carry aueweof the Company'’s tax calculations for the [astears and 5 years in
respect of transfer pricing. The Company’s manage¢relieves that the results of the potential takenes would not
significantly affect the Company’s financial resuttperations and financial condition.

24. CONTINGENT ASSETS

”m

In 2013 Cabinet of Ministers decided to supportghgect “JSC “Grindeks” production modernization agansion
and to assign it status of supported investmenegtr@s well as corporate income tax discount talétermined in the
amount of 25% of the total initial amount of thadoterm investment.

25. EVENTS AFTER THE REPORTING DATE

On 1 January 2014, Latvia joined the Eurozone #mdlatvian Lat was replaced by the Euro. Since ti#e, the
Company has converted its accounting to the Eure.cimversion to the Euro was done using the offeiahange rate
set by the Bank of Latvia — 1 Euro/0.702804 Latviat. The Company’s financial statements for subeagfinancial
periods will be presented in the Euro.

The Company informs that in 2014 notification waseieed from East Capital AB regarding substantiapalisl of
interest in the amount of 1,081,593 shares or 24.88m JSC “Grindeks” share capital. As well as @btaary 5, 2014
notification from ABLV Private Equity Fund 2010 wasceived, regarding substantial acquisition of ititerest up to
22.66% from JSC “Grindeks” share capital.

As of the last day of the reporting year until tege of signing these financial statements theve h&en no other events
requiring adjustment of or disclosure in the finahstatements or notes thereto.

*kkkk
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INDEPENDENT AUDITORS’ REPORT

Translation from Latvian
To the Shareholders of “Grindeks” AS:

Report on the Financial Statements

We have audited the accompanying financial statements of “Grindeks” AS (further “the Company™) and the consolidated
financial statements of “Grindeks” AS and it’s subsidiaries (further “the Group”) set out on pages 10 to 37, which comprise the
Company’s and the Group’s statement of financial position as of 31 December 2013, and the statements of comprehensive
income, statements of changes in equity and statements of cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards as adopted by the European Union, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those Standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above give a true and fair view of the financial position of the Company and
the Group as of 31 December 2013, and of their financial performance and cash flows for the year then ended in accordance
with International Financial Reporting Standards as adopted by the European Union.

Report on Other Legal and Regulatory Requirements

We have read the management report for 2013 set out on pages 6 to 8 of the accompanying annual report for the year ended 31
December 2013 and have not identified any material inconsistencies between the financial information contained in the
management report and the financial statements for 2013.
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