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Krka means quality – from our technology
to our business processes, from our
products to our people.
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• In 2005 the Krka Company generated an operating
profit of 28.8 billion SIT, which is 60% greater than the
previous year, while the Krka Group generated 
28.5 billion SIT (59% growth). 

• The net profit was 22.5 billion SIT (47% growth) for the
Krka Company, and 23.3 billion SIT (49% growth) for
the Krka Group.

• The Krka Company recorded sales of products and
services worth 116.6 billion SIT, while the Krka Group
sold products and services worth 132.8 billion SIT.

• Double-digit growth over 2004 sales was recorded by
both the company and the group: the Krka Company
recorded 19% growth and the Krka Group 17%.

• The highest growth in sales and highest proportion of
overall sales for both the Krka Group and Krka
Company was recorded in the Regions East Europe and
Central Europe.

• The proportion of sales on foreign markets was 82%
for the Krka Group, and 84% for the Krka Company. The
production of solid pharmaceutical forms increased by
28%.

• The company has successfully implemented the new
SAP information system.

• Production started in the new production and
distribution centre in Jastrebarsko in Croatia. 

• Last year Krka was granted market authorisations for
272 products in 552 forms, 8 of which were first
authorisations for new products. In western European
countries, 113 marketing authorisations were granted
for 12 products in 41 forms. 

• The Krka Group allocated 21.5 billion SIT to
investments, 18 billion SIT of which by the Krka
Company and 3.5 billion SIT by subsidiaries.

• The number of employees in the Krka Group passed the
5,000 mark. The new jobs created were primarily
abroad. Now over 30% of all Krka employees are
employed abroad.

• Based on the resolution adopted by the 10th General
Meeting, held on 17 July 2005, Krka paid a dividend of
1,400 SIT (gross) per share.

• The Krka share price quoted on the Ljubljana Stock
Exchange grew by 22% in 2005, and was 102,342 SIT
per share on 31 December 2005. 
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Performance indicators for the
Krka Company and Krka Group
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Significant 
data on operations

Note: Performance indicators for 2004 and 2005 were calculated from data in financial statements prepared in accordance with IFRS, while for all other periods, indicators were calculated from
data in financial statements prepared in accordance with SAS.
* Net profit of Krka Group majority shareholders/average number of shares issued in the period (no own shares)

in
tro

du
ct

io
n

EXCHANGE RATES 2005 2004

USD (average) 192,819 SIT 192,318 SIT

USD (31 December) 202,430 SIT 176,243 SIT

EUR (average) 239,636 SIT 238,885 SIT

EUR (31 December) 239,576 SIT 239,743 SIT

SHARE INFORMATION (Krka Group) 2005 2004 2003 2002 2001

Total number of shares issued 3,542,612 3,542,612 3,542,612 3,542,612 3,542,612

Earnings per share in SIT* 6,890 4,627 3,113 3,266 2,521

Dividend per share in SIT 1,400 1,200 1,050 950 700

Share price at the end of year in SIT 102,342 84,482 52,188 42,458 28,711

Price/Earnings ratio per share (P/E) 14.9 18.3 16.8 13.0 11.4

Market capitalisation at year end in million SIT 362,558 299,289 184,882 150,414 101,712

Krka Company Krka Group

2005 2004 2005 2004

Net sales in million SIT 116,570 97,978 132,758 113,317

EBIT in million SIT 28,801 18,017 28,523 17,950
Share in net sales 24.7% 18.4% 21.5% 15.8%

EBITDA in million SIT 37,180 25,756 39,494 28,299
Share in net sales 31.9% 26.3% 29.7% 25.0%

Net profit in million SIT 22,459 15,310 23,319 15,661
Share in net sales 19.3% 15.6% 17.6% 13.8%

R&D costs in million SIT  9,488 8,314 9,612 8,314
Share in net sales 8.1% 8.5% 7.2% 7.3%

Investments in million SIT  17,985 19,639 21,451 21,075

Non-current assets in million SIT 116,589 104,007 120,455 106,933

Current assets in million SIT 65,351 47,311 68,394 48,663

Equity in million SIT 114,141 97,137 114,897 97,126

Non-current liabilities in million SIT 33,058 35,624 36,048 37,472

Current liabilities in million SIT 34,741 18,556 37,904 20,998

Number of employees (year end) 3,978 3,648 5,224 4,781

Ratios

Net profit/Revenues 17.0% 14.5% 15.7% 12.9%

Return On Equity (ROE) 21.3% 16.8% 22.0% 17.4%

Return On Assets (ROA) 13.5% 10.4% 13.5% 10.5%

Liabilities/Equity 0.594 0.558 0.644 0.602
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• On 1 January 2005 the new President of the
Management Board and CEO Jo`e Colari~ assumed
office for a five-year term.

• On 1 April 2005 the Supervisory Board of the Krka
Company appointed Zvezdana Bajc as a member of the
Management Board. She remains Director of
Economics and Information Processing. Her term-in-
office will last until 2009.

• The Ljubljana District Court rejected the claim filed by
the US company Merck & Co. Inc. (Rahway, New
Jersey) against the Krka Company concerning an
alleged infringement of a patent protecting the
medicament simvastatin. This brought the simvastatin
dispute to its legal conclusion.

• The Pfizer company filed an action against Krka
alleging patent violation, relating to patent protection
for the atorvastatin medicine Atoris®. The action is
still ongoing.

• On 10 November 2005 the Krka share price passed
100,000 SIT for the first time in the company’s history,
peaking for 2005 at 107,502.60 SIT on 15 November.

• Krka acquired the foodstuff safety system certification
(HACPP) and certification for the occupational health
and safety system (OHSAS 18001).

Significant events after the
accounting period
• Krka successfully implemented its sales plans during

the first quarter of 2006.

• On 28 February 2006, the Pfizer company withdrew the
action it filed against Krka in 2002, alleging Krka was
guilty of unfair competition in relation to a marketing
authorisation for the Yasnal® product.

Significant awards 

• The world’s leading credit ratings house 
Dun & Bradstreet awarded Krka its Rating of the Year
2004 award for the highest possible rating of A1.

• The President of the Management Board and CEO Jo`e
Colari~, was awarded the Finance newspaper award
for outstanding business achievement at the 7th
Finance Business Conference, held in Portoro` on the
Slovenian coast.

• At the Kapital 2005 finance conference, Krka was
awarded the prize for the best reputed Slovenian
company. Kapital magazine awards the prize every
year on the basis of an opinion poll of Slovenian
managing directors and Slovenian finance journalists.

• Krka was awarded the third prize for Best 2004 Annual
Report, which in 2005 was again organised by the
Finance newspaper.

• In Poland, Krka won the Pharmacy World – Product of
the Year 2005 for the Bilobil® capsules. 

• At the prestigious Polish Pharmaceutical Day event in
Warsaw, Krka Polska received an award entitled
Master of Pharmacy 2005 for Introducing Modern
Generic Medicines to the Pharmaceutical Market.

• At the end of October Krka’s representative office in
Ukraine received the prestigious Panacea award for its
healthy living and ecological action to protect Mt
Goverla. The award is presented annually to the best
project in the field of medicine and pharmacy by the
Ukrainian Ministry of Health in accordance with the
Ukrainian Association of Pharmaceutical Producers
and the Ukraine Pharmaceutical Association. 
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It gives me great satisfaction to present the business
results achieved by the Krka Group in 2005, and to
draw your attention to some of the factors that have
ensured we have once more concluded a successful
business year.

We exceeded our 2004 sales figures by 17%,
continuing the ongoing growth we have now enjoyed
for many years. The excellent sales results have been
achieved by placing a wide range of high quality
products on the market, with almost half of these
being products launched on the individual markets
within the past five years. This was despite
government health policies, pressure to reduce prices,
unfavourable legislative changes and ever greater
competition in both developing and selling
pharmaceuticals that all had a significant impact on
Krka’s sales.

Our high sales growth coupled with low growth in
expenses has led to the company operating profit –
calculated according to Slovenian Accounting
Standards – increasing by 60%, and the net profit of
21.6 billion SIT increasing by 53%. As a further
innovation in 2005 the Krka Company and Krka Group
financial statements have been drawn up in accordance
with the International Financial Reporting Standards,
which confirmed the excellent business results. The
Krka Company’s net profit calculated in line with these
standards was 22.5 billion SIT, and was 23.3 billion
SIT for the Group. Most of the indicators we use to
monitor our operating results are above the longer
term average.

Every customer and every market is important to
Krka, but I would like to draw particular attention to
operations in two regions, which have been
outstanding in terms of sales growth. These are our

Regions East Europe and Central Europe. On two of
our key markets we have become the second and third
placed supplier of generic medicines - the Russian
Federation and Poland respectively. Our sales growth
on both markets has exceeded the average sales
growth for other pharmaceutical producers, due in
part to the successful operations of our two companies
on those markets. In the Russian Federation where
sales were up 47% on the previous year, we
reorganised our marketing and sales network and
increased the number of employees. We were able to
make good use of favourable economic conditions
relating above all to the high price of oil derivatives
and changes in the health system that increased per
capita pharmaceutical consumption. We forecast that
in 2006 the Russian market will again play a
significant role in the overall growth of Krka sales.
We also forecast growth for sales in the Regions of
Central Europe, South-East Europe and West Europe
and Overseas Markets, while on the Slovenian market
we will retain our position as the leading
pharmaceutical company, despite fierce competition
and reductions in medicine prices.

We recorded a 21% growth in sales of prescription
pharmaceuticals, and their proportion in overall sales
will continue to increase in the coming years. Solid
dosage forms, and tablets in particular, continue to be
our predominant pharmaceutical form – we now sell
six billion per year. Sales of self-medication products
have increased by 13%, while we have concentrated
our range of cosmetics, selecting those that will
produce a healthy sales growth in 2006. We also
expect improved sales of health resort and tourism
services, which did not record any growth last year.

Our modern production capacity allows us to apply a
vertically integrated production model. In autumn

Statement by 
the President of
the Management
Board

Dear Shareholders 
and Business Partners,
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2006 we will be opening a new active pharmaceutical
ingredient (API) plant, because we want to monitor
the entire production process, from raw materials to
finished products. This ensures we can offer high
quality, effective, and safe pharmaceuticals and
successfully manage intellectual property issues,
which can be seen from the number of court cases we
have won. In 2005 we won a case at the Ljubljana
District Court that related to alleged patent violations
for simvastatin. To date the courts have found in
Krka’s favour in every significant patent dispute we
have been involved in. Every court action represents a
continual checking and perfection of our knowledge of
chemistry, pharmacy, law and economics.

Our success has also been reflected in the Krka share
price, which passed the 100,000 SIT mark for the first
time in November 2005. We will continue to invite
interest from foreign investors – who at year-end held
over 6% of Krka shares – in the future, by organising
presentations and ensuring a dispersed ownership
base. Since we wish to achieve a high liquidity level,
and further increase the share price we are
considering the possibility of some Krka shares being
listed on the London stock market.

Krka’s international orientation means that more and
more of its business takes place outside Slovenia. This
has been matched by the increase in employment
abroad, with over one third of the Krka workforce now
employed outside Slovenia. I am very conscious of the
fact that employees are fundamental to our further
development, as only with well trained and motivated
employees who can respond to market demands, will
we be able to realise our plans and strategy.

As part of our economic, social and natural
responsibility to people and the environment, in 2005

we also allocated significant funds to sponsorship and
donations, as well as investment in reducing the
burden on the environment.

Krka’s development strategy, which sets out our plans
until 2010, states that Krka will achieve an average
sales growth of over 10% per year, and that we wish to
remain an independent concern. This does not mean
that we will not strengthen different forms of
cooperation in a number of fields. Through organic
growth and potentially also acquisitions we plan to
remain a leading generics producer on markets
stretching from Dublin to Vladivostok. The European
and Central Asia markets will remain our priority,
while we will also be present in the United States. In
line with our strategy we want to improve our cost
efficiency, innovation, and offer customers the most
competitive selection of products possible, and to
market pharmaceuticals in a new therapeutic group.

I would like to thank the members of the Supervisory
Board and our partners for their positive cooperation
to date and their support for our development vision.
Their desire and commitment means they overcome
everyday difficulties and help us tackle all the
challenges in our path. I am convinced that together
with all those who contribute in any way to enhancing
the reputation and profile of this modern, international
pharmaceutical company we will realise all our most
important objectives. And for that reason I believe that
Krka will remain a very sound investment.

Joœe Colariå
President of the Management Board and CEO
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Report of the
Supervisory
Board

A report on the process and the result of
the review of the 2005 Annual Report of
Krka, d. d., Novo mesto and the Krka
Group, and the proposal regarding the
appropriation of accumulated profit

I.
According to Article 274a of the Companies Act, the
Supervisory Board of a company shall each year review the
prepared Annual Report of the company and the proposal
regarding the appropriation of accumulated profit, both of
which are submitted to the Supervisory Board by the
Management Board. The result of the review is to be
presented as a written report at the General Meeting of the
company. The Supervisory Board shall indicate in its report in
what way and to what extent it reviewed the management
of the Company during the year, and shall also take up its
position on the Auditor’s Report. At the end of its report, the
Supervisory Board shall state any comments it has on the
Annual Report and whether it approves the Annual Report. If
the Supervisory Board approves the company’s Annual
Report, then the report is deemed adopted.

II.
The Management Board of Krka, d. d., Novo mesto (the
Krka Company) submitted the 2005 Annual Report of the
Krka Company and the Krka Group, together with the
Auditor’s Report, to the Supervisory Board on 10 April
2006. The Management Board also submitted to the
Supervisory Board, within the time limit set by the
Supervisory Board, the proposal regarding appropriation of
accumulated profit. 

The Supervisory Board of the Krka Company has performed
all statutory reviews and prepared a report for the General
Meeting on:
• the review and approval of the 2005 Annual Report of

the Krka Company and the Krka Group and the result of
this review,

• the review of the proposal regarding appropriation of
accumulated profit,

• the Supervisory Board’s position on the Auditor’s Report,

• the process and scope of the review of the management
of the Company during the year,

• an evaluation of the company’s operations and
development.

III. Review and approval of the 2005
Annual Report of the Krka Company and
the Krka Group
In accordance with the law, the Supervisory Board of the
Krka Company examined the form and content of the
Company’s 2005 Annual Report. The examination started
before the formal submission of the Annual Report to the
Supervisory Board and depended on the preparation
process, in terms of content and timing, as well as on the
actions required following submission of the Annual
Report to the Supervisory Board.

In January 2006 the Supervisory Board already discussed
the unaudited financial statements. At the end of March
2006 the Supervisory Board, in the presence of a certified
auditor at both the meeting of the Audit Committee and
the meeting of the Supervisory Board, also discussed the
audited financial statements of the Krka Company and the
Krka Group as well as the draft of the 2005 Annual Report
of the Krka Company and the Krka Group.

On 10 April 2006 the Management Board submitted all
three documents to the Supervisory Board. The
Supervisory Board by law then had one month in which to
submit its report to the Company’s Management Board.

During the process of discussing and reviewing the 2005
Annual Report of the Krka Company and the Krka Group,
the Supervisory Board found that the Annual Report met all
statutory requirements in respect of form and content of a
company’s annual report. The Annual Report was prepared
well, with a full and clearly presented content and
provides both owners and the public an appropriate
overview of the conditions and results of operations in
2005, as well as of Krka’s development and business plans
for the following years.

The 2005 Annual Report of the Krka Company and the Krka
Group was approved by the Supervisory Board at its
meeting on 24 April 2006. Thus, the Annual Report was
adopted.
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IV. Review and submission of the
proposal regarding appropriation of
accumulated profit
The Management Board submitted to the Supervisory
Board a calculation of accumulated profit and a proposal
regarding its appropriation, together with the Annual
Report. Out of net profit for the period, the amount of
800,000,000 SIT was appropriated to statutory reserves.
Upon mandatory appropriation, the amount of
6,500,000,000 SIT was appropriated to other revenue
reserves. The accumulated profit established at
20,255,287,402 SIT comprises the remaining net profit of
14,280,823,149 SIT and the profit from previous periods in
the amount of 5,974,464,253 SIT.

The Supervisory Board agreed with the Management
Board that the proposed dividend of 1,650 SIT gross per
share is in line with the established policy of dividend
growth and the strategic policy regarding the share of net
profit for the period to be appropriated annually for
dividend payout. The Supervisory Board also estimated as
adequate the proposed appropriation of accumulated
profit, of which in the amount of 7,312,000,711 SIT to
other revenue reserves, in the amount of 7,312,000,711 SIT
to earnings carried forward to the following year, and in
the amount of 54,368,480 SIT for other purposes
(Supervisory Board’s participation in profit).

After the review, the Supervisory board concluded, in
accordance with the law and on the basis of prior
coordination with the Management Board of the Krka
Company, that all conditions had been met to submit,
under Paragraph 4, Article 282 of the Companies Act, the
proposal regarding appropriation of accumulated profit,
together with the Annual Report, to the General Meeting
of the Krka Company. 

V. The Supervisory Board’s position on
the Auditor’s Report
In accordance with Paragraph 2, Article 274a of the
Companies Act, the Supervisory Board discussed the
Auditor’s Report, which includes the auditor’s opinion on the
financial statements of the Krka Company and the Krka
Group and the statement of compliance of the Management
Report with the audited financial statements. In 2005, the
Company prepared the financial statements of the
controlling company in accordance with Slovenian
Accounting Standards (SAS) and International Financial
Reporting Standards (IFRS), while the financial statements
of the Krka Group were prepared in accordance with IFRS.

The auditing company KPMG Slovenija d.o.o. was appointed
by the General Meeting as the auditor of the 2005 financial
statements. The majority of the subsidiaries in the Krka
Group also had their financial statements audited by the
local branches of the KPMG. 

Before the end of the business year, the auditor informed
the members of the Audit Committee of the Supervisory
Board of its findings from the preliminary audit procedures,
the object of which is to check the functioning of internal
controls. Then, the members of the Audit Committee
proposed which areas of operation the auditor should, in
particular, verify before completing the audit. The auditor

submitted its report on the result of its review to the Audit
Committee in the first half of April before approval of the
Annual Report.

Krka’s shares are listed in the Prime Market of the
Ljubljana Stock Exchange, so the financial statements of
the Krka Company and Krka Group prepared under IFRS
have been included in the Annual Report for the first time.
The auditor reported on this to the members of the Audit
Committee and the members of the Supervisory Board,
informing the members of the method and effects of the
transition to IFRS.

The auditor prepared three reports: one on the audit of the
financial statements of the Krka Company prepared under
SAS, and two reports on the audit of the financial
statements of the Krka Company and the Krka Group
prepared under IFRS. The Supervisory Board did not have
any comments on the auditor’s reports and agreed with the
findings in the report that the financial statements that are
part of this Annual Report and are prepared in accordance
with SAS give a true and fair view of the financial position
of the Krka Company, the results of its operations, its cash
flows, and changes in equity. The Supervisory Board also
agreed with the findings in the reports stating that the
financial statements that are part of this Annual Report
and prepared in accordance with IFRS give a true and fair
view of the financial position of the Krka Company and the
Krka Group, the results of their operations, their cash
flows, and changes in equity.

VI. Scope and method of reviewing the
management of the company during the
year
In the period from 1 January to 20 June 2005, the
Supervisory Board was comprised of the following
members: shareholders’ representatives: Bojan Dejak,
Borut Jamnik, Janko Kastelic (Deputy President), Mojca
Osolnik-Videm{ek, Janez Prijatelj (President), and
Stanislav Valant; workers’ representatives: Sonja Kermc,
Mihaela Korent, Miroslav Kramari~, Darinka Kure, Boris
Petan~i~, and Bo`ena [u{tar. The Supervisory Board met
six times over this period.

In relation to the 2004 report, the Supervisory Board agreed
with the Management Board’s resolution on long-term
provisions and studied the preliminary unaudited financial
statements and the audited financial statements of the Krka
Company and the Krka Group. It first discussed the draft
annual report and then the proposed version before issuing
its approval. It also adopted its position on the auditor’s
report. Together with the Management Board it proposed
that the General Meeting adopt a resolution on the
appropriation of accumulated profit and the discharge of the
Management Board. It agreed with the Management
Board’s proposal regarding the agenda of the General
Meeting, it prepared a proposed list of candidates for
shareholder representatives, and a proposal to appoint a
certified auditor for 2005. It also accepted the Supervisory
Board’s report on the process and results of the review of
the Annual Report.

On the proposal of the human resource committee, the
Supervisory Board adopted the Rules of Remuneration of
the Management Board and determined the remuneration
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of the Management Board for 2004. It also discussed
information providing comparative data on Krka’s operations
and those of select pharmaceutical companies in 2004. It
studied the operating plan for 2005 and the report on
operations of the Krka Company and the Krka Group for the
first quarter of 2005. Every quarter, the Supervisory Board
discussed the information on treasury shares in accordance
with the Rules governing treasury shares fund.

During the year, the Supervisory Board monitored the
implementation of set objectives on the basis of
comprehensive regular reports presented by the
Management Board on the results and conditions of
operations of the Krka Company and the Krka Group, and
thus reviewed, on a day-to-day basis, the Company’s
performance and the Management Board’s work in
managing the company, comparing them with the adopted
development strategy and annual plan.

In the same period, the Audit Committee met twice,
chaired by Janko Kastelic. The Committee agreed with the
documents of the Internal Audit Department such as the
2004 report, with the medium-term work programme for
2005 to 2008, and the work programme for 2005. On the
Audit Committee’s recommendation, the authorised audit
firm KPMG prepared a special report for the Audit
Committee on a detailed review of individual areas of
operation. The Audit Committee agreed with the findings
in the report and the additional explanations given by the
certified auditor at a meeting of the Committee. The Audit
Committee also informed itself of the content of the
management letter and approved the bases for
preparation of the Supervisory Board’s report.

The Human Resource Committee also met twice and was
chaired by Borut Jamnik. It studied the report on the
emoluments of the Management Board. In accordance
with the Rules of remuneration of the Management Board,
it proposed the amount of remuneration of the
Management Board for 2004.

In the period from 21 June 2005 to the year-end 2005, the
Supervisory Board was comprised of the following
members: shareholders’ representatives: Mateja Bo`i~,
MSc, Gregor Gomi{~ek, PhD (President), Marko Kranjec,
PhD (Deputy President), Anton Rous, Dra{ko Veselinovi~,
PhD, and Alojz Zupan~i~; workers’ representatives: Sonja
Kermc, Toma` Sever, MSc, and Mateja Vre~er, PhD.

The Supervisory Board met three times in this period. The
first meeting addressed the constitution of the new
Supervisory Board and its two working bodies (Audit
Committee and Human Resource Committee) and the
amendment to the Rules of Procedure of the Supervisory
Board and the Rules of Procedure of the Audit Committee.
The reduction in the number of Supervisory Board
members led to the Audit Committee being reduced from
six to five members.

At this meeting the President of the Management Board
informed the Supervisory Board’s members of most
important data and information on the Krka Company and
the Krka Group.

At its following meeting the Supervisory Board discussed
in detail the operations of the Krka Company and the Krka
Group in the first half of 2005, and following the proposal
of the Human Resource Committee determined the amount

of remuneration of the Management Board members in
advance for the first half of 2005. It also studied offers
submitted for the performance of the 2006 audit, and
information on treasury shares fund.

The third meeting of the Supervisory Board was the most
extensive and most complex. After discussing the report
on operations of the Krka Company and the Krka in the
period from January to September 2005, it assessed
operations as very successful. It studied the 2006 general
operational plan, gave its consent to the development
strategy of the Krka Group for the period from 2006 to
2010, and informed itself of comparative data on the
results of Krka’s operations and those of selected
pharmaceutical companies for the first half-year of 2005.
Based on the Audit Committee’s opinion, the Supervisory
Board decided to propose to the General Meeting to
appoint the auditing company KPMG as auditor for the
2006 business year. It also adopted a timetable of its
meetings throughout 2006 and studied information on
treasury shares fund. It also agreed with the Management
Board’s proposal to take out liability insurance for the
Company bodies in favour of the Company.

Dra{ko Veselinovi~ chairs the five-member Audit Committee
in the new term in office. At its November meeting, the
Committee discussed the report submitted by the certified
auditor on the 2005 preliminary audit 2005, and set out
guidelines for the certified auditor to follow in performing a
detailed review of specific areas of operations in 2005. It
prepared a proposal for the Supervisory Board to consider
regarding the appointment of the certified auditor for 2006,
which will be decided on by the General Meeting. It also
adopted a report on the work of the Internal Audit
Department for the first year of 2005.

In the new term in office, the three-member Human
Resource Committee is chaired by Alojz Zupan~i~. At its
first regular meeting, the Committee drew up a proposal
for the Supervisory Board to determine the remuneration
of the Management Board members in advance for the
first half-year of 2005.

On the grounds of detailed and timely reports prepared by
the Management Board, its answers and explanations,
materials and analyses prepared also on special request of
the Supervisory Board, and other data on the Company, the
Supervisory Board was provided with a thorough insight in
the guidelines and performance indicators, movement in
sales by activity, region and product group, as well as the
Company’s financial statements. The Supervisory Board is
informed of the Company’s stable position as a generic
company in the global pharmaceutical industry, the
development of new generic products, investments, and
successful adjustment of its product portfolio to the
demands of the global market. On the basis of reports
requested from and prepared by the Management Board,
the Supervisory Board is periodically informed of data on
operations of other similar producers of generic
pharmaceuticals in the global market and their comparison
with Krka operations.

The Management Board and the Supervisory Board
cooperate successfully, and the presidents of the two
boards communicate frequently, also in the period
between the meetings of the Supervisory Board.
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VII. Evaluation of operations and
development
The Supervisory Board monitors the operations of the Krka
Company and the Krka Group regularly throughout the year.
Together with the Management Board it additionally
discussed deviations from the plans and at the same time
found that realising Krka’s long-term objectives requires
rapid and flexible adaptation to development changes in
the generic pharmaceutical industry. Keen competition will
require additional efforts – cost management, risk
management, investments in production, development,
staff, knowledge, sales and marketing activities.  

In 2005 Krka operated in accordance with its annual plans
and strategic objectives. Its sales results were well above
average, with the Krka Company recording a 19% increase
and the Krka Group a 17% increase in net sales. This
increase was mainly due to an increase in sales in the East
Europe and Central Europe regions, which was significantly
up on the 2004 figures. Krka’s long-term policy of
strengthening its pharmaceutical and chemical production
was consolidated by a 21% increase in prescription
pharmaceuticals sales. The Company’s total profit recorded
under SAS increased by 61%, profit before tax recorded by
the Company under IFRS increased by 58%, and profit before
tax recorded by the Group under IFRS increased by 61% over
the previous year’s figures. The increased profit before tax,
the reduced investment relief, and the utilization and
formation of provisions led to the Group’s corporate income
tax almost doubling. Nevertheless, there was a significant
increase in net profit: 53% in the Company (under SAS), 47%
in the Company (under IFRS), and 49% in the Group (under
IFRS). All Krka’s performance indicators, which are regularly
monitored during the year by the Supervisory Board,
exceeded both last year’s and budgeted figures.

In 2005 intense investing activities continued, of which the
Supervisory Board was informed on an ongoing basis. The
new Sinteza 4 plant for manufacture of active substances,
which will start operation in autumn 2006, will further
strengthen Krka’s vertical integration, a vital company
strategy. Other investments in manufacture of
pharmaceuticals that are planned or underway can also be
expected to yield significant positive results in the future. In
2005 Krka’s investment in its own plant in the Russian
Federation proved to be a sound business move, which
contributed to an increase in the Krka Group’s sales in 2005.

Krka has realised also other planned objectives. It has a
modern portfolio of quality products that it uses to generate
almost half its sales, it manages well its regulatory
procedures, which is evident from a number of new products
granted marketing authorisations, as well as patent and legal
requirements relating to lawsuits. It plans investments in
employees, strengthens its marketing and sales networks,
and internationalises individual business functions. The
uniform share price of Krka’s shares on the Ljubljana Stock
Exchange grew by 22% in a year and was higher than its
carrying amount by 190% at the year-end 2005.

The results of the Krka Company and the Krka Group have
been achieved despite growing price pressures,
unfavourable legislative changes, ever increasing
competition in development of pharmaceuticals, and a
global economic slowdown. The Supervisory Board
therefore evaluates Krka’s operations and achievements as

very successful and recognises the work of all those who
have contributed.

The achievements set out above, particularly the Krka
Group’s ambitious development strategy for the period up to
2010, give the Supervisory Board a real basis for its
assessment that Krka will continue to be a successful
independent company in the future. This assessment is not
only based on past achievements, but above all on future
plans, analyses and growth forecasts for the generic market,
SWOT analyses, and key factors in the future. 

The Supervisory Board assesses that Krka adequately
meets its owners’ expectation. Krka provides a suitable
dividend yield and information for its shareholders, and
given its strategy and objective assessments from a
number of analysts, it will continue to be a sound
investment in the future. 

In 2006 the Supervisory Board will continue to pay particular
attention to how Krka performs compared to its competitors
in the generic pharmaceutical market, particular in terms of
sales and costs, but also in terms of investment profitability
and other performance indicators. It will continue to require
from the Management Board to provide regular checks on
the realisation of its strategic objectives and policies, and to
make any responses to changes on the market that may be
necessary. The Supervisory Board also found that Krka’s
successful operations had continued in the first three
months of this year.

VIII. Changes in the Management Board
and the Supervisory Board
In 2005, the management of the Krka Company underwent
the following significant changes:
• On 1 January 2005 Jo`e Colari~ assumed office for his

five-year term as President of the Management Board.
• On 1 April 2005 Zvezdana Bajc, Director of the

Economics and Information Processing, was appointed
member of the Management Board. She was appointed
by the Supervisory Board because on 31 December
2004, Milo{ Kova~i~ – former President of the Board –
ended his term in office, which reduced the number of
board members to four. Zvezdana Bajc’s term in office
will end at the same time as that of the President of the
Board. Since 1 April 2005, the Management Board has
again been operating in its full composition of five
members, as defined under the Articles of Association.

• At the General Meeting held on 17 June 2005, a new
Supervisory Board was elected, which started its four-
year term in office on 21 June 2005. The General
Meeting and Works Council both elected new members
of the Supervisory Board, except for one member, the
workers’ representative. In accordance with an
amendment to the Company’s Articles of Association
approved by the General Meeting held on 4 July 2003,
the number of the Supervisory Board members was
reduced from twelve to nine. The Supervisory Board is
now comprised of six shareholders’ representatives and
three workers’ representatives.

IX. Notice of resignation by the
Supervisory Board members
The members of the Supervisory Board Toma` Sever and
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Gregor Gomi{~ek purchased Krka’s shares in the period in
which the public (other shareholders) had not yet been
informed of the operating results. The former purchased 50
shares on 23 August, and the latter purchased 12 shares
on 24 and 25 August. They were reproached in the media
for misuse of insider information to their own benefit. On
14 September 2005, Gregor Gomi{~ek submitted a notice
of resignation to the President of the Management Board,
stating he would resign as a Supervisory Board member as
from the date of the regular General Meeting. He
submitted a notice resignation for reasons of principle,
although he did not personally feel responsible for the
misuse of insider information. 

Toma` Sever submitted his notice of resignation to Sonja
Kermc, the President of the Works Council. On 21
September 2005, the Works Council decided not to accept
the notice of resignation, as it found that there were no
grounds for his dismissal. Toma` Sever agreed with the
decision of the Works Council. 

The Supervisory Board was informed of the notice of
resignation of the Supervisory Board member Gregor
Gomi{~ek and the resolution adopted by the Works Council
in respect of the notice of resignation of the Supervisory
Board member Toma` Sever at its 3rd regular meeting on
23 November 2005. None of the Supervisory Board
members raised an objection to Gregor Gomi{~ek
continuing to fulfil his function as President of the
Supervisory Board.

On 5 April 2006, the Securities Market Agency presented
to Gregor Gomi{~ek, on the basis of his request, the
findings in the supervision procedure no. N-PP-nelic-79/05,
in which his purchase of twelve KRKG shares in August
2005, when he was member of the Supervisory Board of
the issuer of these shares, i.e. Krka, d. d., Novo mesto, was
discussed.  

“After having inspected and investigated the entire
documentation, the Agency established that the suspicion
of trading on the basis of insider information was
unfounded. On the basis of documents and explanations
collected it was established that the act was not
considered a lesser offence, therefore a decision on
violation would not be issued.”

On the basis of this finding, Gregor Gomi{~ek withdrew his
notice of resignation on 14 April 2006 by sending a letter
to the President of Krka’s Management Board.  

X. Conflicts of interest of the Supervisory
Board members
There was no conflict of interests recorded in 2005, either
when discussing the items of the agenda at the meeting of
the Supervisory Board or when decisions were made by
the Supervisory Board. In view of the provisions of the
Code of Corporate Governance of Public Limited
Companies that entered into effect on 14 December 2005,
the conflicts of interest shall be determined and their
management procedures defined by the Supervisory Board
in amendments and supplements to the Rules of Procedure
of the Supervisory Board, most probably already in 2006,
but latest in 2007 when the Rules of Procedure of the
Supervisory Board will also have to be supplemented or
modified due to the adoption of the new Companies Act.

XI. Conclusion and summary of the
Supervisory Board’s report, positions and
proposals to the General Meeting
• The Supervisory Board reviewed the 2004 Annual

Report of the Krka Company and the Krka Group within
the statutory time limit, i.e. within a month from the
date when it was submitted by the Management Board.

Upon the review of the Annual Report, the Supervisory
Board had no comments or reservations regarding the
Annual Report, and at its meeting of 24 April 2006, the
Supervisory Board unanimously approved the 2005
Annual Report of the Krka Company and the Krka Group.
The Supervisory Board recognised the excellent work of
the Management Board for the results achieved.

By approving the Annual Report at the Supervisory
Board’s meeting on 24 April 2006, the 2005 Annual
Report of the Krka Company and the Krka Group was
formally adopted.

• In accordance with the law, the Supervisory Board also
discussed the Auditor’s Report and the work of the
certified auditor.

The certified auditor’s report on the audit of the
financial statements and the management report of the
Krka Company and the Krka Group was unqualified. The
Supervisory Board had no comments on the auditor’s
work and the auditor’s report.

• The Supervisory Board examined the Management
Board’s proposal on appropriation of accumulated profit
in the amount of 20,255,287,402 SIT, and approved it
after mutual coordination.

• Based on the examination and coordination referred to
in the preceding point and pursuant to Paragraph 4,
Article 282 of the Companies Act, which states that the
General Meeting decides on the appropriation of
accumulated profit on the proposal of the Management
Board and the Supervisory Board, the Supervisory Board
and the Management Board propose to the General
Meeting to adopt the resolution on the appropriation of
accumulated profit, the wording of which is submitted
in writing to the General Meeting together with this
Report.

• Based on the data from the 2005 Annual Report of the
Krka Company and the Krka Group, the Auditor’s Report,
and this report, the Supervisory Board proposes to the
General Meeting to approve a release of the members
of the Management Board and the Supervisory Board of
the Krka Company in accordance with the provisions of
Article 282a of the Companies Act.

• The Supervisory Board accepted this report
unanimously at its meeting of 24 April 2006.

Gregor Gomi{~ek, PhD 
President of the Supervisory Board

Novo mesto, 24 April 2006
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Company name: Krka, tovarna zdravil, d. d., Novo mesto
Registered office: [marje{ka cesta 6, 
8501 Novo mesto, Slovenija
Telephone: +386 7 331 21 11
Fax: +386 7 332 15 37
E-mail: info@krka.biz
Basic activity: Production of chemical, pharmaceutical
raw materials and finished products
Year established: 1954
Registration entry: 1/00097/00, District Court Novo
mesto

VAT number: 82646716
Company identification number: 5043611
Called-up capital: 14,170,448,000 SIT 
Shares: 3,542,612 ordinary registered shares at par
value of 4,000 SIT. Krka’s shares were listed on the
Ljubljana Stock Exchange in 1997 with the trading symbol
KRKG. 17
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ID card

The Krka Group comprises the controlling company, Krka, d. d., Novo mesto, and the following subsidiaries and
associated companies:

Ownership share (in %)

Subsidiaries in Slovenia

KRKA ZDRAVILI[^A, d. o. o., Novo mesto 100

Subsidiaries abroad

KRKA-FARMA d. o. o., Zagreb, Croatia 100

KRKA-FARMA DOOEL, Skopje, Macedonia 100

KRKA-POLSKA, Sp. z o. o., Warsaw, Poland 100

KRKA Aussenhandels GmbH, Munich, Germany* 100

OOO”KRKA-RUS”, Istra, Russian Federation 100

OOO “KRKA FARMA”, Sergiev Posad, Russian Federation 100

KRKA ^R, s. r. o., Prague, Czech Republic* 100

KRKA PHARMA DUBLIN LIMITED, Dublin, Ireland 100

KRKA Sverige AB, Stockholm, Sweden 100

KRKA Magyarország Kft, Budapest, Hungary 100

“KRKA-FARMA”, d. o. o, Novi Sad, Serbia and Montenegro 100

DP “KRKA Ukraina”, Kiev, Ukraine* 100

HELVETIUS-S.R.L., Trieste, Italy** 80

** company not operating
** company being wound up

The subsidiary Krka Zdravili{~a, d. o. o., Novo mesto, has a participating interest in the following companies:
• Krka - Zdravili{~e Strunjan, d. o. o. (51%) 
• Golf Grad Oto~ec d. o. o. (43.8%). 

Abbreviated company names are used in the text below. 
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Organisational
chart of the
Krka Company 
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Region Slovenia

Region South-East
Europe

Region
East Europe

Region Central Europe

Region West Europe
and Overseas Markets

Slovenia

Croatia

Russian Federation

Poland

West Europe

Development and
Economy of Investments

Technological and
Technical Engineering

Contracting
Engineering

Technical Supply

Technical Services and
Energy Supply Division

Marketing Economics

House Management
Ljubljana

Pharmaceuticals

Self-Medication and
Cosmetics

Animal Health

Supply Chain

Purchasing

Pharmaceutical
Production

Biochemistry

Warehousing and
Transport Service

Laboratory Quality
Control

Library and
Information Services

Industrial Property

New Products

Research

Development

ECONOMICS AND INFORMATION PROCESSING

FINANCE

QUALITY MANAGEMENT

HUMAN RESOURCES

INFORMATION TEHNOLOGY AND TELECOMMUNICATIONS

PUBLIC RELATIONS

RESEARCH AND
DEVELOPMENT PRODUCT SUPPLY MARKETING SALES KEY

MARKETS*
ENGINEERING AND

TECHNICAL SERVICES

LEGAL AFFAIRS

HEALTH AND SAFETY AT WORK

PUBLIC SERVICES

INTERNAL AUDIT

DEPARTMENT OF COMPANIES AND
REPRESENTATIVE OFFICES ABROAD

REPRESENTATIVE OFFICES ABROAD

MANAGEMENT
BOARD

* Key markets are countries that represent especially important markets for Krka as well as those countries in which Krka has organised development, marketing and
production and distribution activities that Krka representative offices and/or subsidiaries perform on the key markets.    
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The principles of governance for the Krka Company are based
on valid legal norms in the Republic of Slovenia, the
company’s internal acts, and established best practice. The
Krka Company is managed with a two-tier system, where the
Management Board manages the company, and the
Supervisory Board supervises its operations. 

The company’s management bodies comprise:
• the Management Board
• the Supervisory Board
• the General Meeting, at which shareholders exercise

their rights relating to company affairs.

General Meeting
In accordance with the provisions of the Companies Act, the
General Meeting is the highest body of the company in
which the company’s shareholders can participate directly
and make decisions affecting company operations and its
articles of association.

The Management Board convenes a regular General
Meeting once a year; the convening of the General Meeting
is made public at least 30 days before the session of the
General Meeting.

Shareholders recorded in the shareholders’ registrar on the
cut-off date given in the General Meeting notice have the
right to attend a General Meeting and exercise voting rights.
The same rights may be exercised by shareholders’
representatives and agents who file the appropriate power of
attorney when registering for a General Meeting.

The Tenth General Meeting of the Krka public limited
company was held on 17 June 2005 and deliberated the
following points:
• information on the annual report and the Supervisory

Board’s report 
• decisions on the use of the accumulated profit
• the election of the supervisory board, and 
• the appointment of the auditor for 2005.

The following day the resolutions adopted at the General
Meeting were published in the Delo newspaper, and before
that the news was available on the SEOnet information
system.

The full material was available from the day the General
Meeting was convened until the day of the meeting at the
company’s registered office, and was accessible to all
participants in the General Meeting.

In 2006 the Annual General Meeting (AGM) is planned for 
6 June. The announcement convening the General Meeting
with the proposed resolutions and location of the meeting
will be published on the Ljubljana Stock Exchange’s SEOnet
information system and in Delo newspaper, and the entire
text of the proposed resolutions, conditions for participation
and material will be available on the company’s website.

Supervisory Board
The work of the Supervisory Board is set out in detail in the
report on the process and results of its review of the 2005
Annual Report for Krka, d. d., Novo mesto and the Krka
Group on page 10. The Report also includes the proposal for
use of the accumulated profit. The Supervisory Board also
issued an opinion on the auditor’s report, setting out in
detail the extent and manner of verifying the company’s
management during the year. New members were
appointed to the Supervisory Board in the middle of 2005.
Their number was reduced from 12 to 9, with the number of
shareholder (owner) representatives remaining the same at
six, while the number of worker representatives was halved
to three. The Supervisory Board also produced an evaluation
of the company’s operations and the Krka Group’s 2006-2010
development strategy.

The Supervisory Board concluded that in general the
company had complied with all the provisions of the
Corporate Governance Code, which was amended in 2005.
In 2006 it will update the rules of procedure for the
Supervisory Board, and its Audit Committee and Human
Resource Committee with missing provisions that will
define the responsibilities and procedures for the individual
bodies in greater detail.
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Shareholder representatives

Gregor Gomi{~ek, PhD, 49 years
President of the Supervisory Board

Gregor Gomi{~ek finished his natural science studies in
physics at the University of Ljubljana and received his
Doctor’s Degree in technical sciences from the Vienna
University of Technology. He enrolled in management
studies (General Management Programme) at IEDC – Bled
School of Management. He worked almost ten years at
the University of Vienna, Institute of Medicinal Physics,
Centre for Biomedical Engineering and Physics. Now he is
employed at the Institute of Biophysics of the Faculty of
Medicine in Ljubljana as researcher and Assistant
Professor. At the Faculty of Social Sciences, he lectures
on Technological politics in the USA.

Marko Kranjec PhD, 66 years 
Deputy to the President of Supervisory Board

Marko Kranjec took his diploma and his Doctor’s Degree at
the Faculty of Economics, University of Ljubljana. He was a
macro-economist with the OECD in Paris and with the
World Bank in Washington. Between the years 1990 and
1991 he acted as Minister of Finance in the government of
the Republic of Slovenia, and between 1991 and 1997 as
Vice Governor and Member of the Governing Board of the
Bank of Slovenia. Until the year 2002 he was Ambassador
of the Republic of Slovenia with the European Union in
Brussels. He has been a Professor in public finance at the
Faculty of Administration, University in Ljubljana since
2002.

Mateja Bo`i~, MSc, 39 years 

Mateja Bo`i~ took her Master’s Degree in management
and organisation. She was employed in Petrol, d. d.,
where she actively participated in the restructuring
process and in the company’s strategic development. Ever
since 2003 she has worked as a Consultant to the
member of the Management Board in the field of finance 
and energy management. She got involved in controlling

and in the implementation of activity based costing (ABC).
At present she is the member of the management board
of Kapitalska dru`ba.

Anton Rous, 66 years

Anton Rous graduated from the Faculty of Law in
Ljubljana. In 1970 he started his 11-year long service as
Managing Director of Avtoradgona. He was CEO of SOZD
Integral for two terms and director of group business for
Hidromonta`a Maribor. Later he was elected chair of the
Executive Council of Maribor. He retired prematurely after
his four and a half year long mandate. He is now state
secretary in the Office of the Prime Minister of the
Republic of Slovenia.

Dra{ko Veselinovi~, PhD, 47 years

Dra{ko Veselinovi~ received a Doctorate of Science at the
Faculty of Economics, University Ljubljana, was trained at
different institutions abroad, and finished the specialist
study on global finance and international marketing. He
was President and Chief Executive Officer of the Ljubljana
Stock Exchange from 1991 to 2004 and is now President
of the Management Board of De`elna banka of Slovenia,
d. d., Ljubljana. He is an Associate Professor at the
Faculty of Economics in Ljubljana and a Visiting Lecturer
at post-graduate programs within the scope of IEDC. In
this Supervisory Board he is the President of the Audit
Committee.

Alojz Zupan~i~, 67 years

Alojz Zupan~i~ is a university graduate engineer of
chemical technology and Master’s Degree Candidate in
organisation and management at the Faculty of
Economics, University in Ljubljana. He was first employed
in the glass factory INIS Novo mesto and later in  IMV –
a precursor of the present Revoz. From 1969 to 1998 he
worked in Krka, in the end as Consultant to the Director
of the Veterinary Programme. In Krka’s Supervisory Board
he is the President of the Human Resource Committee.

On photo from left: 
Mr Marko Kranjec, 

Mr Gregor Gomi{~ek, 
Mrs Mateja Bo`i~, 
Mr Alojz Zupan~i~, 

Mr Toma` Sever, 
Mr Dra{ko Veselinovi~, 

Mrs Sonja Kermc, 
Mr Anton Rous, 

Mrs Mateja Vre~er
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Employee representatives

Sonja Kermc, 54 years

Sonja Kermc, university graduate engineer of chemical
technology started her employment in Krka in 1976. She
is presently head of Applied Water Services and in charge
of applied media systems and of cooperation with the
technological and technical engineering while developing
new systems. She is a member of the Workers’ Council
for the third term and its President in the period from
2004 to 2008. 

Toma` Sever, MSc, 38 years

Toma` Sever took his Master’s Degree in management
and organisation, being a university graduate in
mechanical engineering by profession. Prior to his
employment in Krka, he worked, from 1992 to 1995, in
IBM Slovenija, d. o. o., in the field of information systems.
He has been employed in Krka Company, since 1995 and
is now Deputy Director of Sales and also Director of the
Region Central Europe, entrusted primarily with Krka’s
presentation on individual markets and building up of the
sales network abroad. 

Mateja Vre~er, PhD, 39 years

Mateja Vre~er started working in Krka in 1990 as a
university graduate in pharmacy, and later received her
Master’s and also Doctor’s Degree. She also passed a
specialist exam in pharmacy engineering. She first
worked in the Research and Development Division. She
has been working in the field of quality management
since 1997 as Deputy Director in Quality Management.
She is an internal auditor for the quality systems within
Krka and is an auditor for contractual partners.

21



Management Board
Krka plc, i.e. the Krka Company is managed by the
Management Board which is appointed by the
Supervisory Board. The Management Board has five
members: the President of the Management Board and
Chief Executive, three members, and the Worker Director.
The Worker Director representative represents the
interests of the employees in relation to human resource
and social issues, but is not authorised to represent the
company.

On the first day of 2005, Jo`e Colari~ assumed the office
of President of the Management Board and Chief
Executive. In March Zvezdana Bajc was appointed to the
Management Board. She continues to hold the post of
Director of Economics and Information Processing. Her
term will expire at the end of 2009.

The Management Board manages the company and
makes business decisions directly and independently. The
Management Board meets at least once a month. It
operates by coordinating opinions, and making decisions
by consensus rather than on the basis of votes. The Rules
of Procedure of the Management Board regulate the
management board’s work and the duties of individual
members. The term-in-office for members of the
Management Board is five years, with the possibility of
re-election.

In line with the Rules of Organisation and the Rules of
Procedure of the Management Board, members of the
Management Board also have executive tasks, as may be
seen from the presentation above, and they also represent
a set number of organisational units on the Management
Board, which facilitates direct cooperation between the
Management Board and the executive directors.

The Management Board also has the following working
bodies: board of directors, development committee, quality
committee, investment committee, human resource
committee, information technology committee, sales
committee, economics and finance committee, and the
corporate image committee. The committee comprises
specialists on individual areas from different organisational
units. They prepare detailed policies and strategies for
individual areas and also have some decision-making
responsibilities relating to implementing annual plans.

To improve connections between and supervision of the
operations of subsidiaries, the Krka Company’s
Management Board functions as the general meeting for
the subsidiaries. The members of the Management
Board, depending on the provisions of the legislation of
the country in which the company operates, also function
as members of supervisory boards, supervisory
committees or management committees of subsidiaries
for which they do not receive any separate payment.

22
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Members of the Management Board

Jo`e Colari~, 50 years 
President of the Management Board 

and Chief Executive

Janez Poljanec, 59 years 
Member of the Management Board 

and Director of Product Supply

Ale{ Rotar, PhD, 45 years
Member of the Management Board 

and Director of Research and Development

Zvezdana Bajc, 53 years
Member of the Management Board 

and Director of the Economics 
and Information Processing

Danica Novak Malnar, 49 years
Member of the Management Board -

Worker Director



Jo`e Colari~ graduated from the Faculty of Economics in Ljubljana. He has been a member of
Krka’s staff since 1982, when he began work in the Financial Sector. In 1989 he took over
leadership of the export service in the Export-Import Division. In 1993, he was appointed as
deputy to the Chief Executive for the area of marketing and finance, and in September of the
same year he became director of the Marketing and Sales Division. In 1997 he was appointed
as member of the Management Board. In the following year, he was nominated by Krka’s
Supervisory Board as Deputy to the President of the Management Board, and in the year 2002
was verified as a future President of the Management Board and as an authorised person for
preparation of the proposal for the new management. At its meeting held on 12 July 2004,
the Supervisory Board appointed him for the future President of the Management Board and
Chief Executive with a five year mandate, starting on 1 January, 2005. 

Janez Poljanec graduated in 1972 from the Faculty of Natural Sciences and Technology. In
1974 he joined the staff of Krka, and in 1979 he became Director of the Division for Overseas
in the Export-Import Sector, and later Director of the Sector. During the period 1985-1989,
he worked for Krka through Generalexport in Combick, Frankfurt; in 1990 he again took over
direction of the Export-Import Sector. In 1993, he became Director of the Procurement and
Logistics Division, and four years later was appointed by the Supervisory Board to be a
member of the Management Board, and for present membership again on 31 July 2002.
Since 2002 he has been Director of Product Supply.

Ale{ Rotar graduated in 1984 from the Ljubljana Faculty of Natural Sciences and Technology
and completed the international MBA studies at the IEDC Centre at Brdo. In 2000, he acquired
his doctorate from the Faculty of Pharmacy in Ljubljana. His employment at Krka began in
1984, when he was engaged in the Stability Testing Department. In 1991, he became Head of
the Division for Pharmaceutical Technology, and two years later was appointed as Head of
Pharmaceutical Development in the Research and Development Division. In 1998 he was
appointed as Deputy Director of the Division, and in 1999 as Director. In 2001 he was elected
as a member of the Management Board. His present membership has been voted on 31 July
2002, while he has remained as Director of Research and Development.

Zvezdana Bajc graduated from the Faculty of Economics in Ljubljana. She started working
with Krka in 1977, first in the Economics Division and in 1979 she moved to the Investment
Services. In 1986 she took over the direction of the Economic Planning Division, and in 1999
was appointed Director of the Economics and Information Processing Division. On 1 April
2005 she was appointed to be the member of the Management Board by at least 2009,
while she has remained as Director of the Economics and Information Processing.

Danica Novak Malnar graduated from the Faculty of Natural Sciences and Technology in
Ljubljana. She joined Krka’s staff in 1982 and was appointed Head of the Pharmaceutical
Division in Ljutomer in 1986, and for two years Head of the Division for Operative Production
Planning. In 1994 she took over direction of the Production Planning Department. In 1998 she
was elected to the Management Board – as Worker Director, while her present membership
has started on 1 January 2003.  Since 1999, she has been in charge of pharmaceutical
production. 
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Governance of the Krka Group
The Krka Group consists of the controlling company Krka,
d. d., Novo mesto, thirteen subsidiaries abroad, and one
in Slovenia. It is the majority owner of its subsidiaries and
has a participating interest in an associated company. In
2006 two companies outside Slovenia will cease
operations. All functioning subsidiaries are 100% owned
by the Krka Company.

The operations of these companies take place in
accordance with local legislation and mandatory internal
rules and instructions for the operation of companies in
the Krka Group, which are adopted by the Management
Board of the controlling company.

Internal auditing
On the basis of the Founding Charter of the Internal
Auditing Service and the Rules of Procedure for the
Internal Audit Service of the Krka Company, which were
approved by the Management Board and Supervisory
Board at the end of 2004, the Internal Audit Service (IAS)
is responsible for preparing risk assessments for the Krka
Group, based on a selected model. This involves assessing
the existence and impact of risks in over 60 audit areas
within the Krka Group. The IAS risk assessment formed the
basis for the Medium-Term Work Plan 2005-2008 and the
Annual Work Programme 2005. These two documents
were adopted by the Management Board, and consent
was also given by the Supervisory Board’s Auditing
Committee as its regular meeting of 14 February 2005.

Based on these programmes and work schedules, the IAS
began actively performing its internal auditing role. The
objectives are to improve internal controls, to identify
opportunities to reduce costs, and to improve operation
efficiency and effectiveness, and the management of the
Krka Group.

The main focus of internal auditing in 2005 was on
process auditing (purchasing, fermentation and chemical
production, marketing, sales and investment). The IAS
managers found that all these processes had internal
controls in place, and assessed that they were
functioning efficiently.

In 2005 the Service performed nine regular internal audits.
Its exhaustive reports set out 144 recommendations for
improvement of the internal control structure and
operational efficiency and effectiveness. The
Management Board adopted all the audit reports. Every
level of company management responded to the
recommendations, with managers implementing them as
much as they were able. The IAS also produced a report on
the realisation of its recommendations.

In addition to the constructive cooperation with the

Management Board, the IAS also worked with external
auditors, primarily with a certified information systems
auditor (CISA) and the Supervisory Board’s Auditing
Committee. The IAS reports to the Auditing Committee on
its work twice a year, and with the Auditing Committee’s
consent, also produces the medium-term and annual work
programmes.

The IAS devoted some of its time to permanent risk
assessment. At the end of the year it produced a risk re-
assessment in accordance with the Internal Auditing
Standards, which was the basis for updating the medium-
term work programme (up until 2009), and preparing the
annual work programme for 2006. Both documents were
adopted by the Management Board, and consent was
also given by the Supervisory Board’s Auditing
Committee. 

In addition to the regular internal auditing work, the IAS
also performed informal consultancy work. In 2006 it will
be further strengthened to match as closely as possible
the requirements of its users, the Management Board and
Auditing Committee. The IAS continually improves the
quality of work by sharing its knowledge of internal
control procedures, including testing and assessing such
procedures, improving the internal auditing methodology
and operating in accordance with the applicable
standards. This provides a sound basis for acquiring the
approval of the independent external specialists on the
compliance of the IAS’s work with those standards.

External auditing
The certified auditing company KPMG carries out the
audit of the financial statements of the controlling
company and most of the subsidiaries. Their many years
of auditing experience means they are very familiar with
operations and identifying possible risks. In line with the
Corporate Governance Code recommendation, the
company changes its auditing partner every five years.

As part of the financial statement audit, external auditors
review the functioning of internal controls in key business
processes. The purpose of internal controls is to avoid or
at least to reduce business risks through the early
recognition of risk factors and risk management. After the
external auditor has completed the first phase of auditing,
it reports its findings to the Management Board and the
Auditing Committee of the Supervisory Board. Each year in
the second and final phase of auditing, the external
auditor specifically examines individual operational
sectors on the basis of the Auditing Committee’s
recommendations relating to the level of risk.

In 2005 the Krka Company also worked with the
consultancy branch of the KPMG company. The
independence of the auditing and consulting operations
was assured by means of an appropriately separated
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internal organisation and the internal standards of KPMG
Slovenija, d. o. o.

Communicating with the public
We work to provide regular, transparent and accurate
communication with existing and potential shareholders.
The main communication content relates to past business
performance and the company’s future strategy and
development, taking into account the company’s
disclosure policy. 
The main aims are:
• achieving a fair market value for Krka
• facilitating easier access to financing under more

favourable conditions
• creating influential groups of people to support and

trust Krka, and
• suitable liquidity for trading in Krka shares.

We achieve these objectives as follows: 
• regular meetings with institutional investors at the

company headquarters
• participating in investor conferences at home and

abroad
• organising regular representative meetings (investor

roadshow) in financial centres around the world
• issuing publications for investors (Utrip prihodnosti

and other representative and promotional material for
investors)

• Annual General Meetings 
• press conferences to publish business results
• communications with financial media, and
• communication via the company website

(www.krka.si/si/finance/).

Establishing Krka’s credibility on international financial
markets demands regular visits and presentations of the
Krka business story in large financial centres around the
world. 

In 2005 work to promote the company on Slovenian and
international financial markets was stepped up. We also
organised two roadshows which involved visiting
institutional investors in European financial centres
(London, Frankfurt, Copenhagen, Stockholm, Vienna,
Edinburgh, The Hague, Amsterdam, and Zürich).  The
success of these activities is clear from the positive
response of participants, the higher proportion of
international investors in Krka’s ownership structure and
growth in the Krka share price.

Krka has appointed a staff member responsible for
communications and investor relations.

The company’s Management Board adopted a set of
Company Reporting Rules setting out the duties of

individual specialist services to ensure efficient and
effective communications.

The company’s website presents all the key data on its
business and operations in Slovenian and English. This
includes:

• a presentation of the company and its activities 
• an overview of its companies and representative

offices abroad
• the history and development of the company 
• a presentation of strategy
• the financial calendar 
• share prospectus for organised capital market 
• data on trading in the company’s shares 
• share ownership details
• financial data for current year and past years 
• annual and half-year business reports 
• information on general meetings (announcements to

convene, resolutions passed,  general meeting
quorum, etc.)

• news
• public announcements
• Corporate Governance Code Compliance Statement.

Corporate Governance Code
Compliance Statement
The Management Board of Krka, d. d., Novo mesto hereby
states that in 2005 individual members of the
Management Board, and the Management Board as a
body of a public limited company have acted in
compliance with the principles of governance for a public
limited company and have worked to ensure their
realisation in the company. The conduct of individual
members of the Management Board, and the
Management Board as a body of the company is in
compliance with the provisions of the Code, adopted on
14 December 2005.

The company objectives as required by provision 1.1.1. of
the Code have not yet been stated within the articles of
association. We assess this as a minor divergence from
the Code and will be redressed in the next amendment to
the company’s articles of association in 2006 or 2007 at
the latest. This will also be necessary due to the adoption
of the newly amended Companies Act.
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Krka is committed to efficiency – and we
improve our efficiency on a daily basis by
developing new processes and new knowledge.
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Krka Group
development 

Living a healthy life. 

Our basic task is to enable people to enjoy a healthy, high
quality of life. We achieve this through a wide range of
products and services - with prescription pharmaceuticals,
self-medication products, cosmetics and animal health
products, and with our health-resort services, as well as
through investing in people and the environment, and our
involvement in sponsorship and donations.

Vision

We are continually consolidating our position as
one of the leading generic pharmaceutical
companies on the European market.

We are achieving this independently by strengthening our
long-term business networks and establishing
partnerships in the fields of development, product supply
and marketing. 

Mission
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VALUES

Speed and flexibilitty Partnership and trust Creativity and efficiency

Business 
report

Values
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Key strategies - to 2010
• Prioritising European markets and the markets of

Central Asia and strengthening pharmaceutical and
chemical activities.

• Expanding the range of prescription pharmaceuticals
and self-medication products.

• Targeting key markets, key purchasers, and key
products, and launching a new therapeutic range by
2008.

• Increasing vertical integration.
• Developing generic medicines and preparing marketing

authorisation documentation at least three years
before the expiry of the product patent for the original
medicine. 

• Strengthening synergy within the Krka Group (in
expertise and costs), and maximising utilisation of
competitive advantages in the business environments
of Krka companies abroad.

• Internationalising all business functions.
• Strengthening creativity, innovation and motivation

and an entrepreneurial and target-oriented approach.
• Continuing the systematic approach to caring for the

quality of our employees’ life and work.
• Upholding our economic, social and natural

responsibilities to the environment in which we
operate.

• Strengthening recognition and public approval of the
Krka brand.

Strategic objectives - to 2010
• Over 10% average annual growth in sales.
• Launching new products onto the market.
• Strengthening our marketing and sales network.
• Vertical integration.
• Maintaining our independence.
• Continuing to operate to the benefit of the company,

employees, shareholders and the wider community.

The Krka Group’s business
objectives for 2006
• A 13% sales growth generating total sales of 

150 billion SIT.
• Generating over 80% of net sales on foreign markets.
• We forecast the Russian Federation will be the largest

single market for sales.
• The highest sales growth is forecast in the Regions

Central Europe and East Europe.
• Human health products (prescription pharmaceuticals,

self-medication products and cosmetics) will remain by
far the most important product group, representing
92% of sales.

• We will increase R&D investment, especially in the
company’s own vertically-integrated development. 

• We will complete construction of the active
pharmaceutical ingredient production plant, which will
ensure an even higher level of vertical integration, and
start construction of the new injection production
plant.

• At the end of 2006, the Krka Group will employ an
estimated 5700 people, over 2000 of which will be
working in companies outside Slovenia.


