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General

' DrMax*

The Board of Directors presents its report together with the audited consolidated financial statements
of GLEBI HOLDINGS PLC ("the Company”) and its subsidiaries (thereafter together with the Company,
"the Group") for the year ended 31 December 2022.

Corporate information

The Company was incorporated in Cyprus on 21 December 2007 by Penta Investments Limited (Cyprus)
as a public limited liability company in accordance with the provisions of the Cyprus Companies Law Cap.
113.

Principal activities

The principal activities of the Group which are unchanged from the last year, are to invest and, through
the subsidiaries, actively manage a retail chain of pharmacies, number of wholesale distribution centers
and outsource integrated services of import, distribution, market access, marketing and medical promotion
and regulatory services to medicine manufacturers.

Basic indicators

The year-on-year evolution of pharmacies is follows:

Number of Pharmacies 2022 2021
Romania 769 719
Poland 543 541
Czech Republic 488 471
Slovak Republic 355 339
Republic of Serbia 291 171
Ttaly 53 30

Total 2,499 2,271

For the basic indicators see the table below.

EUR ‘000
Basic indicators for the year ended 2022 2021 ‘
Balance sheet
Total assets 3,862,212 2,915,991
Total equity (including non-controlling interests) 314,039 194,218
Net debt position* 2,199,841 1,751,991
Performance highlights
Operating revenues 3,446,089 2,872,214
Operating profit 143,817 130,653
Operating profit margin (operating profit as a % of revenues) 4.2% 4.5%
Profit before tax 98,597 100,831

Other indicators
Average number of employees (FTE) 14,708 13,156

*The formula of net debt position is as follows: Interest bearing loans and borrowings (short-term and long-term) + Lease liabilities (short-term
and long-term) — Cash and cash equivalents.

Dividends

The Board of Directors does not recommend the payment of a dividend and the profit for the year is retained
(2021: declared dividend EUR Nil).
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Review of the development, financial performance and current position of the Group

The current financial performance and position of the Group as presented in these financial statements are
considered satisfactory.

Risks and uncertainties

The Group’s activities are subject to various risks and uncertainties associated with the Pharmacy retail

and wholesale business and the general and economic environment in which the Group companies operate.

The operations are affected by a number of factors including but not limited to:

e International and national economic and geopolitical conditions, including COVID-19 outbreak,
invasions in Ukraine;

e Movements in foreign exchange and interest rates;

e Tax regulations and legal developments within European Union;

e Changes in the regulatory framework for pharmaceutical distribution, in healthcare regulation
and national reimbursement schemes;

e Changing consumer behaviours; and

e Financial risks.

The Group’s exposure and response is disclosed in Note 9 FINANCIAL RISK MANAGEMENT
to the consolidated financial statements.

Expected future developments of the Group

The Board of Directors does not expect major changes in the principal activities of the Group
in the foreseeable future.

Branches

The Company does not maintain any branches.

Share Capital

There were no changes in the share capital of the Company during the year.

Significant events after the end of the financial year

All significant events that occurred after the end of the financial year are described in Note 10
SUBSEQUENT EVENTS of the financial statements.

Board of Directors

The members of the Board of Directors of the Company and key management of the Group at 31 December
2022 and at the date of this report are shown in note 1.4 DIRECTORS OF THE COMPANY AND GROUP
Management board and local CEO. The sole member was a member of the Board of Directors
throughout the year ended 31 December 2022.

There were no significant changes in the assignment of responsibilities or remuneration of the Board
of Directors during the year.

Acquisition of own shares

During 2022 and 2021, no own shares were acquired.

Other information required by special legislation

The Group is not aware of any other reporting requirements under special legal regulations.
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The independent auditors, Ernst & Young Cyprus Limited, have expressed their willingness to continue
in office and a resolution authorising the Directors to fix their remuneration will be submitted

at the forthcoming Annual General Meeting.

BY ORDER OF THE BOARD OF DIRECTORS

A

irector
Penta In¥estments Cyprus Limited

Lir}w ssol, 4 May 2023
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INDEPENDENT AUDITOR'S REPORT

To the Members of GLEBI HOLDINGS PLC

Report on the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of GLEBI HOLDINGS PLC (the "Company"”) and
its subsidiaries (together with the Company, the "Group"), which are presented in pages 12 to 84 and
comprise the consolidated statement of financial position as at 31 December 2022, and the consolidated
statements of profit or loss and other comprehensive income, changes in equity and cash flows for the
year then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 December 2022, and of its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSs) as adopted by the European Union and the requirements of the
Cyprus Companies Law, Cap. 113.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the consolidated financial statements section of our report. We are independent of the Group in
accordance with the International Ethics Standards Board for Accountants’ International Code of Ethics
for Professional Accountants (including International Independence Standards) (IESBA Code), and we
have fulfilled our other ethical responsibilities in accordance with the IESBA Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other information

The Board of Directors is responsible for the other information. The other information comprises the
information included in the management report, but does not include the consolidated financial
statements and our auditor's report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in

this regard.
. %&
Ernst & Young Cyprus Ltd is a member firm of Ernst & Young Global Ltd.

Ernst & Young Cyprus Ltd is a limited liability company incorporated in Cyprus with registration number HE 222520. A list of the directors' names is available at the company's registered office,
Jean Nouvel Tower, 6 Stasinou Avenue, 1060 Nicosia, Cyprus.
Offices: Nicosia, Limassol
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Board of Directors’ Responsibility for the consolidated financial statements

The Board of Directors is responsible for the preparation of consolidated financial statements that give a true
and fair view in accordance with International Financial Reporting Standards as adopted by the European
Union and the requirements of the Cyprus Companies Law, Cap. 113, and for such internal control as the
Board of Directors determines is necessary to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Board of Directors is responsible for assessing the
Group's ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the Board of Directors either intends to liquidate the Group
or to cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Group's financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit 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 Group's internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Board of Directors.
° Conclude on the appropriateness of the Board of Directors' use of the going concern basis of accounting

and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor's report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Group to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves a true and fair view.

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely

responsible for our audit opinion.
’ %
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Auditor's Responsibilities for the Audit of the Financial Statements (Continued)

We communicate with the Board of Directors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

Report on Other Legal Requirements

Pursuant to the additional requirements of the Auditors Law of 2017, we report the following:

o In our opinion, the consolidated management report, has been prepared in accordance with the
requirements of the Cyprus Companies Law, Cap 113, and the information given is consistent with the
financial statements.

o In our opinion, and in the light of the knowledge and understanding of the Group and its environment
obtained in the course of the audit, we have not identified material misstatements in the consolidated
management report.

Other Matter

This report, including the opinion, has been prepared for and only for the Company's members as a body in
accordance with Section 69 of the Auditors Law of 2017 and for no other purpose. We do not, in giving this
opinion, accept or assume responsibility for any other purpose or to any other person to whose knowledge this
report may come to.

%

Andreas Avraamides
Certified Public Accountant and Registered Auditor
for and on behalf of

Ernst & Young Cyprus Limited
Certified Public Accountants and Registered Auditors

Nicosia
4 May 2023
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GLEBI HOLDINGS PLC

Financial Statements for the year ended 31 December 2022 ' DrMax®

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2022

EUR 000
Note 2022 2021
Continuing operations
Revenue from contracts with customers 8.1 3,446,089 2,872,214
Goods for resale and direct costs 8.2 (2,512,983) (2,112,354)
Personnel costs 8.3 (413,125) (356,036)
Received services and other operating expenses 8.4 (237,907) (168,247)
Depreciation and amortisation 8.5 (131,942) (105,185)
Impairment gains / (losses) of non-financial assets 8.6 28 739
Impairment gains / (losses) of financial assets 8.7 (346) (1,284)
Other gains / (losses) 8.8 (3,837) 444
Addition / reversal / usage of provisions (2,160) 362
Operating profit 143,817 130,653
Finance income / (expenses) 8.9 (45,220) (29,822)
Profit before taxation 98,597 100,831
Income tax expense 8.10 (19,436) (16,162)
Profit after tax from continuing operation 79,161 84,669
Discontinuing operations
Profit after tax from discontinuing operation - -
Profit for the period 79,161 84,669
Attributable to:
Owners of the parent Company 79,156 84,668
Non-controlling interests 5 1
Other comprehensive income
Items that may be reclassified subsequently to profit or loss
Foreign exchange translation differences 15 (12,859)
Net value gains / (losses) on cash flow hedges 8.23 41,214 (441)
Remeasurement of defined benefit obligation 8.22 (149) 269
Other comprehensive income / (expense) for the year, net of tax 41,080 (13,031)
Total comprehensive income for the year 120,241 71,638
Attributable to:
Owners of the parent Company 120,241 71,636
Non-controlling interests - 2

The notes to the financial statements are an integral part of these financial statements

12



GLEBI HOLDINGS PLC

i +\
Financial Statements for the year ended 31 December 2022 ‘\qr;&ax /

CONSOLIDATED STATEMENT OF FINANCIAL POSITION FOR THE YEAR
ENDED 31 DECEMBER 2022

EUR '000

ASSETS
Goodwill 8.11 505,453 426,245
Intangible assets 8.12 152,629 157,504
Property, plant and equipment 8.13 147,525 120,248
Right-of-use assets 8.14 548,254 453,419
Loans provided 8.:15 1,035,580 684,222
Other financial assets 68 8,530
Trade and other receivables 8.16 8,263 7,979
Derivative financial instruments 8.23 35,935 -
Deferred tax assets 8.10 17,791 17,957
Total non-current assets 2,4511598 1,876,104
Loans provided 8.15 70,200 55,771
Other financial assets 15,917 -
Trade and other receivables 8.16 664,916 489,067
Derivative financial instruments 8.23 15,266 -
Current tax assets 8.10 2,904 1,302
Inventories 8.17 467,538 370,208
Cash and cash equivalents 8.18 172,097 120,668
Assets held for sale 8.19 1,876 2,871
Total current assets 1,410,714 1,039,887
TOTAL ASSETS 3,862,212 2,915,991
EQUITY AND LIABILITIES
Share capital 30 30
Share premium 8.20 540,110 540,110
Other reserves 8.20 (10,237) (51,323)
Retained earnings / (accumulated losses) (215,864) (294,900)
Equity attributable to owners of the parent 314,039 193,917
Non-controlling interests 8.20 - 301
Total equity 314,039 194,218
Interesf bearing bans and borrowings ‘ 8.21 i,Gﬁ,614 ‘ i;256,492
Provisions 8.22 21,762 18,222
Deferred tax liabilities 8.10 18,821 14,037
Other financial liabilities 7,523 5,724
Derivative financial instruments 8.23 - 455
Lezase liabilities 8.24 474,825 388,960
Creditors and accruals 8.25 1,801 464
Total non-current liabilities 2,202,346 1,704,354
Interest bearing loans and borrowings 8.21 » 148,691 145,648
Provisions 8.22 32,072 25,963
Current tax liabilities 8.10 8,011 7,187
Lease liabilities 8.24 70,808 61,559
Creditors and accruals 8.25 1,086,245 777,062
Total current liabilities 1,345,827 1,017,419
Total liabilities 3,548,173 2,721,773
Total equity and liabilities 3,862,212 2,915,991

On 4 May 2023, the Board of Directors authorised these financial

Thasnznuan senusnann ussmsantacian sdgsasssnssarsmnnnnnnn

ts Cyprus Limited Chrystalla Argyridou
Director

The notes to the financial statements are an integral part of these financial statements
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GLEBI HOLDINGS PLC

Financial Statements for the year ended 31 December 2022 “ D'M3x+

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2022

EUR ‘000

Share
capital

Share
premium

Retained earnings /

(accumulated
losses) *

Foreign operations
translation reserve

Hedging
reserve

Other
reserves

Equity
attributable
to equity to

holders of
the parent

Non-
controlling
interest

Total
equity

At 31 December 2020 30 540,110 (375,603) (34,255) - (6,306) 123,976 299 124,275

Profit for the year - - 84,668 - - - 84,668 84,669
Foreign exchange translation differences - - - (12,860) - - (12,860) (12,859)
Hedging reserve 8.23 - - - - (441) - (441) - (441)
Employee benefits 8.22 - - - - - 269 269 - 269
Other comprehensive income (loss) - - - (12,860) (441) 269 (13,032) 1 (13,031)
Transactions with owners in their capacity as owners:
Effect of changes in non-controlling interests - - (1,800) - - - (1,800) - (1,800)
Other movements - - 105 - - - 105 - 105
Total capital contributions and distributions - - (1,695) - - - (1,695) - (1,695)
Transaction within equity - - (2,270) - - 2,270 - - -

At 31 December 2021 30 540,110 (294,900) (47,115) (441) (3,767) 193,917 301 194,218

The notes to the financial statements are an integral part of these financial statements
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GLEBI HOLDINGS PLC

)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DrMax
FOR THE YEAR ENDED 31 DECEMBER 2022

EUR 000

Equity
Share Share  Retained earnings / Foreign operations Hedging Other attribu_table N(_)n- Total
capital premium (accumulated losses) translation reserve reserve reserves tohi?;;‘; f;; conill::::el :_:3 equity

the parent
At 31 December 2021 30 540,110 (294,900) (47,115) (441) (3,767) 193,917 301 194,218
Profit for the year = = 79,156 = = = 79,156 5 79,161
Foreign exchange translation differences - - - 20 - - 20 (5) 15
Hedging reserve 8.23 - - - - 41,214 - 41,214 - 41,214
Employee benefits 8.22 - - - - - (149) (149) - (149)
Other comprehensive income/ (loss) - - - 20 41,214 (149) 41,085 (5) 41,080
Transactions with owners in their capacity as owners: - - - - - - - -
Effect of changes in non-controlling interests 8.20 - - - - - - -274 -274
Other movements - - (86) - - (33) (119) (27) (146)
Total capital contributions and distributions - - (86) - - (33) (119) (301) (420)
Transaction within equity - - (34) - - 34 - - -
At 31 December 2022 30 540,110 (215,864) (47,095) 40,773 (3,915) 314,039 = 314,039
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GLEBI HOLDINGS PLC

- -+
Financial Statements for the year ended 31 December 2022 Dr.Max

CONSOLIDATED STATEMENT OF CASH FLOWS FOR THE YEAR ENDED
31 DECEMBER 2022

EUR ‘000
Notes 2022 2021
Operating activities
Profit before tax 98,597 100,831
Adjustments for:
Amortisation, depreciation and impairment 8.2, 8.5,8.6 130,315 105,237
Impairment of loans and trade receivables 8.7 346 1,283
Profit on disposal of property, plant and equipment 8.8 (1,895) (1,176)
Loss on disposal of inventory 8.8 5,217 -
Finance interest expense 8.9 82,314 64,259
Finance interest income 8.9 (37,552) (25,021)
Other finance income / expense 8.9 869 2,049
Increase in provisions excluding employee benefits 2,160 14,073
Bank charges 8.9 7,285 6,357
Foreign exchange losses (12,566) (17,822)
Other (2,160) 2,811
Operating cash flows before working capital changes 272,930 252,881
Increase in inventories (87,621) (21,645)
Increase in trade and other receivables (152,870) (10,890)
Increase in creditors and accruals 269,730 11,129
Cash generated from operations 302,169 231,475
Taxation paid -23,406 (18,022)
Net cash inflows from operating activities 278,763 213,453
Investing activities
Purchase of property, plant and equipment (46,977) (36,483)
Proceeds from sale of property plant and equipment 4,193 4,652
Purchase of intangible assets (29,936) (22,261)
Proceeds from sale of intangible assets 1,417 -
Payments to acquire subsidiaries, net of cash acquired 7.1 (56,695) (25,479)
Additions to Assets held for sale = (149)
Payments for acquisition of non-consolidated financial investments (14,200) (8,362)
Financial interest income received - 23,803
Decrease / (increase) in loans provided (328,871) (70,380)
Acquisition of non-controlling interests 8.20 - (1,800)
Net cash outflows from investing activities (471,069) (136,459)
Financing activities
Proceeds from borrowings 8.28 490,937 23,487
Proceeds from bonds issued 119,890 59,323
Repayment of loans 8.28 (97,701) (73,689)
Repayment of bonds issued and their repurchase (82,942) -
Proceeds / (repayments) of loans received from related parties 8.28 (71,944) 38,308
Finance interest expense paid 8.28 (30,625) (101,665)
Payments of lease liability including prepayments 8.28, 8.24 (68,705) (53,943)
Payment of lease interest 8.28, 8.24 (17,145) (11,189)
Net cash inflows/ (outflows) from financing activities 241,765 (119,368)
Net increase/ (decrease) in cash and cash equivalents 49,459 (42,374)
Effect of exchange rate changes on cash and cash equivalents 1,970 3,269
Cash and cash equivalents at beginning of the year 120,668 159,773
Cash and cash equivalents at the end of the year 172,097 120,668

The notes to the financial statements are an integral part of these financial statements
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GLEBI HOLDINGS PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DrMax"
FOR THE YEAR ENDED 31 DECEMBER 2022

1. GENERAL INFORMATION

1.1 CORPORATE INFORMATION

GLEBI HOLDINGS PLC (the “Company”) was incorporated in Cyprus on 21 December 2007 by Penta
Investments Limited (Cyprus) as a public limited liability company in accordance with the provisions
of the Cyprus Companies Law Cap. 113. Its registered office is at Ayias Fylaxeos & Polygnostou, 212 C&I
Center building, 3082 Limassol, Cyprus.

The Company is 100% controlled by Penta Investments Group Limited (the ultimate parent entity and
controlling party). Penta Investments Group Limited is a company operating and existing under the laws
of Cyprus in accordance with the provisions of the Cyprus Companies Law Cap.113. Its registered office is
Agias Fylaxeos & Polygnostou, 212 C&I CENTER, 3082 Limassol, Cyprus.

The consolidated financial statements of the Company and its subsidiaries for the year ended 31 December
2022 were authorized for issue in accordance with a resolution of the directors on 23 April 2023.

1.2 CONSOLIDATED SUBSIDIARIES AND GROUP ENTERPRISES

These consolidated financial statements comprise the Company and its subsidiaries (together referred
to as the “Group"). The following table presents an overview of fully consolidated subsidiaries held directly
by the Company as at 31 December 2022 and as at 31 December 2021.

Effective ownershi
:::;:;i&:l:tne:nf:bsidiary ot Nature of business C::;;;r;s:f .
operations
PHARMAX HOLDINGS LIMITED Internal services Cyprus 100% 100%
Dr. Max Funding, s.r.o. Financing entity - Bonds Slovakia 100% 100%
ROCKYFARM SRL Health care Romania 100% 100%
CESKA LEKARNA HOLDING, a.s. Health care — Own & operate retail Pharmacies Czech Republic 100% 100%
Dr. Max BDC, s.r.o. Internal services Czech Republic 100% 100%
Dr. Max Holding SK, a.s. Group* Health care — Own & operate retail Pharmacies Slovak Republic 100% 100%
BRL Center — Polska Sp.z.0.0. Group | Health care — Own & operate retail Pharmacies Poland 100% 100%
Dr. Max Sp. z 0.0. Internal services Poland 100% 100%
Baramoore International s.r.o. Finance SPV Czech Republic 100% 100%
AsterFarm d.o.0. Beograd Group Health care — Own & operate retail Pharmacies Republic of Serbia 100% 100%
Dr. Max Romania Group Health care — Own & operate retail Pharmacies, Wholesale Romania 100% 100%
MagnaPharm Holdings Limited Group | Health care — Marketing and Sales Europe 100% 100%
Lidea SpA — Group Health care — Own & Operate retail Pharmacies Ttaly 100% 100%
ViaPharma s.r.o. Health care - Wholesale Czech Republic 100% 100%
Dr. Max Pharma s.r.o. Health care — Production and distribution of meds Czech Republic 100% 100%

* former MIRAKL, a.s. — Group

1.3 DESCRIPTION OF BUSINESS ACTIVITIES

The Group is a leading pharmacy chain in Europe, private label manufacturer developing the full range
of pharmaceutical products, wholesale distributor and provider of marketing and medical promotion
services and regulatory services.

The notes to the financial statements are an integral part of these financial statements
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GLEBI HOLDINGS PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DrMax"
FOR THE YEAR ENDED 31 DECEMBER 2022

1.4 DIRECTORS OF THE COMPANY AND GROUP MANAGEMENT BOARD AND LOCAL CEO

As of 31 December 2022, the composition of the Board of Directors was as follows:

Position in
the Company Board

Penta Investments Cyprus Limited
represented by:
Marek Petercak Chairman
Michal Vrzgula Member
Marek Petercak Michal Vrzgula
Chairman of the Board Member of the Board
Chrystalla Argyridou Member

As of 31 December 2022, the composition of the Management Board was as follows:

Position in o
_ Management Board __| PO=ITon on the Group leve

Ferrandino Leonardo Chairman Group Chief Executive Officer
Bornemann Thomas Member Group Chief Financial Officer
Chmela Branislav Member Group Retail Operation & HR Officer
Szarwas Piotr Member Group Chief Information Officer
Martins da Silva Miguel Member Group Chief Supply Chain Officer
Korbelaf Lubo$ Member Group Chief Commercial Officer
Senkyfik Ivo Member Head of Group M&A

Tritaris Dimitrios Member Group Chief Digital Officer

Leonardo Thomas Branislav Chmela Piotr Szarwas Miguel Martinsda Lubos Korbelar Ivo Senkyfik Dimitrios Tritaris
Ferrandi Bor Group Chief Retail Group CIO Silva Group Chief Group Chief M&A  Group Chief Digital
President & Group Group CFO Operations and HR Group Chief Supply Commercial Officer Officer Officer
CEO Officer Chain Officer

As of 31 December 2022, the composition of the Local Chief Executive Officer was as follows:

Country of 8 o
_ business operations Consolidated subsidiary/subgroup name

Andrea Cappi Italy Lidea SpA — Group

CESKA LEKARNA HOLDING, a.s.

Dr. Max BDC, s.r.o.

Daniel Horak Czech Republic Baramoore International s.r.o.
ViaPharma s.r.o.

Dr. Max Pharma s.r.o.

Karol Michalak Europe MagnaPharm Holdings Limited
Daniel Shull Republic of Serbia AsterFarm d.o.o. Beograd

BRL Center — Polska Sp.z.0.0. Group

Krzysztof Szponder Poland Dr. Max Sp. z 0.0.
Cezar Zaharla Romania Dr. Max Romania Group
Jan Zak Slovak Republic Dr. Max Holding SK, a.s. Group

i

Andrea Cappi Daniel Horak Karol Michalak Daniel Shull Krzysztof Szponder  cezar Zaharia Jan Zak
Dr.Max ITA Dr.Max CZE MagnaPharm Dr.Max SRB Dr.Max POL Dr.Max ROU Dr.Max SVK
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GLEBI HOLDINGS PLC

4+
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DrMax
FOR THE YEAR ENDED 31 DECEMBER 2022

2. BASIS OF PREPARATION

2.1 STATEMENT OF COMPLIANCE

The consolidated financial statements are presented in accordance with International Financial Reporting
Standards (“IFRS") as adopted by the EU and the requirements of the Cyprus Companies Law, Cap.113.

The following significant accounting policies were adopted by the Group and applied consistently and are
those that are considered significant or material for the financial results and for the presentation
of the financial statements.

2.2 ACCOUNTING CONVENTION

The consolidated financial statements have been prepared on going concern basis and under the historical
cost basis, except for fair value through profit and loss liabilities that have been measured at fair value
as explained in the accounting policies below.

These consolidated financial statements are presented in EURO, rounded to the nearest thousand
(EUR '000). The functional currency of each consolidated entity is in line with national currencies.

2.3 GROUP RESTRUCTURING AND BASIS OF CONSOLIDATION

Transactions that occur between entities under common control are commonly referred to as ‘common
control transactions’. IFRS 3 Business Combinations (revised 2008) specifically scopes out common control
transactions and is therefore not prescriptive as to what method should be used in business combinations
between entities under common control. Accordingly, an entity may choose the pooling of interest
or purchase method in accounting for business combinations involving entities under common control.

Group restructuring in 2012

Management has selected the accounting policy under which the legal restructuring of 2012
(see description in Note 1 above) has been accounted for using the pooling method of accounting.
Under the pooling method of accounting, the consideration given by the Company is eliminated against
the Group’s share of equity and originally recognised goodwill of the combined subsidiaries, as of the date
that the original acquisition of the subsidiaries took place by PIL CY (original parent), with any resulting
difference recognised as consolidation restructuring reserve in equity.

Full year income statement results in the year of legal restructuring (2012) as well as comparatives were
presented as if the Company and combined subsidiaries had always been combined since the date PIL CY
had initially obtained control over the subsidiaries. Any post acquisition equity items which were generated
since original acquisition date of the subsidiaries by PIL CY had been recognised in the opening comparative
financial position (1 January 2011). The underlying assets and liabilities acquired through a common control
transaction / legal restructuring have been recognised at their pre-existing IFRS based carrying amounts
which were recognised in the IFRS Consolidated Financial Statements of the parent of the Company, being
PIL CY as of the date of the Group restructuring (1 January 2012). No fair value recognition under IFRS 3
has been applied. All intergroup transactions and balances are eliminated, and uniform accounting policies
are applied.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DrMax
FOR THE YEAR ENDED 31 DECEMBER 2022

3. SIGNIFICANT ACCOUNTING POLICIES

3.1 BASIS OF CONSOLIDATION

Consolidation scope

All consolidated entities prepared their annual financial statements as at 31 December 2022.
The entities are listed in Note 1.2 Consolidated subsidiaries and group enterprises and this list is
based on the ownership hierarchy.

Subsidiaries

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries) as at 31 December 2022. Control is achieved where
the Company has the power to govern the financial and operating policies of an entity so as to obtain
benefits from its activities.

Income and expenses of subsidiaries acquired or disposed of during the year are included
in the consolidated statement of comprehensive income from the effective date of acquisition
and up to the effective date of disposal, as appropriate. Total comprehensive income of subsidiaries is
attributed to the owners of the Company and to the non-controlling interests even if this results
in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies in line with those used by other members of the Group.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealized gains (losses) arising from intra-group
transactions, are eliminated in preparing the consolidated financial statements. Unrealized gains arising
from transactions with associates and joint ventures are eliminated to the extent of the Group’s ownership
interest in the entity. Unrealized gains arising from transactions with associates are eliminated against
the investment in the associate. Unrealized losses are eliminated in the same way as unrealized gains,
but only to the extent of the recoverable amount.

Changes in the Group's ownership interests in existing subsidiaries

Changes in the Group's ownership interests in subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group's
interests and the non-controlling interests are adjusted to reflect the changes in their relative interests
in the subsidiaries. Any difference between the amount by which the non-controlling interests are adjusted
and the fair value of the consideration paid or received is recognised directly in equity and attributed
to owners of the Company.

Loss of control

When the Group loses control of a subsidiary, a gain or loss is recognised in profit or loss and is calculated
as the difference between (i) the aggregate of the fair value of the consideration received and the fair
value of any retained interest and (ii) the previous carrying amount of the assets (including goodwill),
and liabilities of the subsidiary and any non-controlling interests. When assets of the subsidiary are carried
at revalued amounts or fair values and the related cumulative gain or loss has been recognised in other
comprehensive income and accumulated in equity, the amounts previously recognised in other
comprehensive income and accumulated in equity are accounted for as if the Company had directly
disposed of the relevant assets (i.e. reclassified to profit or loss or transferred directly to retained earnings
as specified by applicable IFRSs). The fair value of any investment retained in the former subsidiary
at the date when control is lost is regarded as the fair value on initial recognition for subsequent accounting
under IFRS 9 Financial Instruments or, when applicable, the cost on initial recognition of an investment
in an associate or a jointly controlled entity.

20



GLEBI HOLDINGS PLC

4+
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Dr.Max
FOR THE YEAR ENDED 31 DECEMBER 2022

Associates

Associates are those enterprises in which the Group has significant influence, but not control,
over the financial and operating policies. The consolidated financial statements include the Group’s share
of the total comprehensive income of associates on an equity accounted basis, from the date that significant
influence commences until the date that significant influence ceases. When the Group’s share of losses
exceeds the carrying amount of an associate, the carrying amount is reduced to zero. After the Group's
interest is reduced to zero, additional losses are provided for, and a liability is recognized, only to the extent
that the Group has incurred legal or constructive obligations or made payments on behalf of the associate.
If the associate subsequently reports profits, the Group resumes recognizing its share of those profits
only after its share of the profits equals the share of losses not recognized.

3.2 BUSINESS COMBINATIONS

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred
in a business combination is measured at fair value, which is calculated as the sum of the acquisition-date
fair values of the assets transferred by the Group, liabilities incurred by the Group to the former owners
of the acquiree and the equity interests issued by the Group in exchange for control of the acquiree.
Acquisition-related costs are generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired, and the liabilities assumed are recognised at their
fair value at the acquisition date, except that:

o deferred tax assets or liabilities and liabilities or assets related to employee benefit arrangements
are recognised and measured in accordance with IAS 12 Income Taxes and IAS 19 Employee Benefits
respectively;

e liabilities or equity instruments related to share-based payment arrangements of the acquiree
or share-based payment arrangements of the Group entered into to replace share-based payment
arrangements of the acquiree are measured in accordance with IFRS 2 Share-based Payment
at the acquisition date; and

e assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5 Non-current
Assets Held for Sale and Discontinued Operations are measured in accordance with that Standard.

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate
share of the entity's net assets in the event of liquidation may be initially measured either at fair value
or at the non-controlling interests' proportionate share of the recognised amounts of the acquiree's
identifiable net assets. The choice of measurement basis is made on a transaction-by-transaction basis.
Other types of non-controlling interests are measured at fair value or, when applicable, on the basis
specified in another IFRS.

When the consideration transferred by the Group in a business combination includes assets or liabilities
resulting from a contingent consideration arrangement, the contingent consideration is measured at its
acquisition-date fair value and included as part of the consideration transferred in a business combination.
Changes in the fair value of the contingent consideration that qualify as measurement period adjustments
are adjusted retrospectively, with corresponding adjustments against goodwill. Measurement period
adjustments are adjustments that arise from additional information obtained during the ‘measurement
period” (which cannot exceed one year from the acquisition date) about facts and circumstances
that existed at the acquisition date.

The subsequent accounting for changes in the fair value of the contingent consideration that do not qualify
as measurement period adjustments depends on how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at subsequent reporting dates and its
subsequent settlement is accounted for within equity. Contingent consideration that is classified as an asset
or a liability that is a financial instrument and within the scope of IFRS 9 Financial Instruments, is
remeasured at fair value within the changes in fair value recognized in the statement of profit or loss
in accordance with IFRS 9. Other contingent consideration that is not within the scope of IFRS 9 is
measured at fair value at each reporting date with changes in fair value recognized in profit or loss.
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FOR THE YEAR ENDED 31 DECEMBER 2022

When a business combination is achieved in stages, the Group's previously held equity interest
in the acquiree is remeasured to fair value at the acquisition date (i.e., the date when the Group obtains
control) and the resulting gain or loss, if any, is recognised in profit or loss. Amounts arising from interests
in the acquiree prior to the acquisition date that have previously been recognised in other comprehensive
income are reclassified to profit or loss where such treatment would be appropriate if that interest were
disposed of.

If the initial accounting for a business combination is incomplete by the end of the reporting period in which
the combination occurs, the Group reports provisional amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted during the measurement period (see above),
or additional assets or liabilities are recognised, to reflect new information obtained about facts
and circumstances that existed at the acquisition date that, if known, would have affected the amounts
recognised at that date.

Business combinations that took place prior to 1 January 2010 were accounted for in accordance
with the previous version of IFRS 3.

3.3 FOREIGN CURRENCIES

The individual financial statements of each Group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional currency). For the purpose
of the consolidated financial statements, the financial statements of each entity are expressed in Euro,
which is the presentation currency of the consolidated financial statements.

On consolidation, the assets and liabilities of the Group’s foreign operations are translated in Euro
at the rates of exchange prevailing at the reporting date. Income and expense items are translated
at the average exchange rates for the year, unless exchange rates fluctuated significantly during
that period, in which case the exchange rates prevailing at the dates of the transactions are used.
Any resulting exchange differences arising are recognised in other comprehensive income and accumulated
in equity. When a foreign operation is disposed exchange differences that were recorded in equity are
recognised in the consolidated statement of comprehensive income as part of gain or loss on disposal.

In addition, in relation to a partial disposal of a subsidiary that does not result in the Group losing control
over the subsidiary, the proportionate share of accumulated exchange differences is re-attributed
to non-controlling interests and are not recognised in other comprehensive income. For all other partial
disposals, the proportionate share of the accumulated exchange difference is reclassified to other
comprehensive income.

Goodwill arising on the acquisition of a foreign operation is treated as asset of the foreign operation
and translated at the closing rate. Exchange differences arising are recognised in other comprehensive
income and accumulated in equity.

In preparing these financial statements, the following official exchange rates were used:

31 December 2021

31 December 2022

exchange rate exchange rate exchange rate exchange rate
CzK 24.57 24.12 25,65 24,86
PLN 4.69 4.69 4,57 4,6
RON 4.93 4.95 4,92 4,95
RSD 117.46 117.32 117,57 117,58
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DrMax
FOR THE YEAR ENDED 31 DECEMBER 2022

3.4 REVENUES FROM CONTRACTS WITH CUSTOMERS

Recognition and measurement

Revenue represents the amount of consideration to which the Group expects to be entitled in exchange
for transferring the promised services to the customer, excluding amounts collected on behalf of third
parties (for example, value-added taxes); the transaction price. The Group includes in the transaction price
an amount of variable consideration as a result of rebates/discounts only to the extent that it is highly
probable that a significant reversal in the amount of cumulative revenue recognized will not occur
when the uncertainty associated with the variable consideration is subsequently resolved. Estimations
for rebates and discounts are based on the Group's experience with similar contracts and forecasted sales
to the customer.

The Group recognises revenue when the parties have approved the contract (in writing, orally
or in accordance with other customary business practices) and are committed to perform their respective
obligations, the Group can identify each party's rights and the payment terms for the services to be
transferred, the contract has commercial substance (i.e. the risk, timing or amount of the Group's future
cash flows is expected to change as a result of the contract), it is probable that the Group will collect
the consideration to which it will be entitled in exchange for the services that will be transferred
to the customer and when specific criteria have been met for each of the Group's contracts with customers.

The Group bases its estimates on historical results, taking into consideration the type of customer, the type
of transaction and the specifics of each arrangement. In evaluating whether collectability of an amount
of consideration is probable, the Group considers only the customer's ability and intention to pay
that amount of consideration when it is due.

Estimates of revenues, costs or extent of progress toward completion are revised if circumstances change.
Any resulting increases or decreases in estimates are reflected in the consolidated statement of profit
or loss and other comprehensive income in the period in which the circumstances that give rise
to the revision become known by management.

The revenue is recognised when the Group satisfies all performance obligations by transferring
the promised goods or services to the customer.

Identification of performance obligations

The Group assesses whether contracts that involve the provision of a range of services contain one or more
performance obligations (that is, distinct promises to provide a service) and allocates the transaction price
to each performance obligation identified based on its stand-alone selling price. A service that is promised
to a customer is distinct if the customer can benefit from the service, either on its own or together
with other resources that are readily available to the customer (that is the service is capable of being
distinct) and the Group's promise to transfer the service to the customer is separately identifiable from other
promises in the contract (that is, the service is distinct within the context of the contract).

Type of revenues

Revenues earned by the Group are recognized on the following bases:

A. Sales of products to retail customers

The Group sells pharmacy products through retail shops and recognize revenue at a point in time
when control of the asset is transferred to customer, generally when customer purchases the goods.

Customers usually pay in cash (except health insurance companies where an average credit term
is 30 days).

B. Sales of pharmacies to wholesale market

For sale of pharmacies to the wholesale market, revenue is recognized when control of the goods has been
transferred to clients, being when the goods are delivered to client premises or at the point when the client
accepts the asset and obtain physical possession of the goods. Variable consideration such as volume
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rebates and generally rebates to customers are assessed at contract inception and revaluated at each
period end, and included in the transaction price to the extent it is highly probable that there will not be
a significant reversal in the recognized revenue. Rebates are offset against amounts payable
by the customers and are estimated by using the expected value method. Invoices are issued as per
the general business terms and are payable in accordance with the contractually agreed credit period.

Sales are made with an average credit term of 30 to 90 days (in Romania 30 to 120 days),
or the consideration is paid in advance.

C. Logistics, distribution and marketing services

The Group uses an input method in measuring progress of the provided services because there is a direct
relationship between the Group's effort (i.e., based on the labour hours incurred) and the transfer of service
to the customer.

D. Loyalty program

The Group operates in certain countries a customer loyalty program within its retail segment, which allows
customers to accumulate awarded points when they purchase products in the Group’s pharmacies.
The points can be redeemed for free goods. The fair value of such points is estimated taking into account
the expected redemption rate (based on historical redemption patterns) and such amount is deferred
(recognised as liability). Revenue is recognized when the points are redeemed, and the Group has fulfilled
its obligation to supply the free goods or when it is no longer probable that the points under the program
will be redeemed.

E. Franchise fees

The Group recognize licensing fees (revenue) by providing to a customer a right to access the intellectual
property in relation to use of trademark and business practices over a period of time. Revenue is recognized
over time with the consideration to be in the form of a sale-based royalty as and when the sales occur.

Invoices regarding services (C-E) are issued according to contractual terms and are usually payable within
14 to 60 days.

Significant elements
No significant element of financing is deemed present as the sales are made with a credit term mentioned
above, which is consistent with market practice.

3.5 BORROWING COSTS AND FINANCIAL EXPENSES

Financial expenses comprise of net interest expenses, bank charges, foreign exchange gains and losses
and other financial expenses.

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
that necessarily take a substantial period of time to get ready for their intended use, are added to the cost
of those assets, until such time as the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised in the consolidated statement of comprehensive income
in the period in which they are incurred.

3.6 GOODWILL

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition
of the business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group's cash-generating units
(or groups of cash-generating units) that are expected to benefit from the synergies of the combination.
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A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more
frequently when there is indication that the unit may be impaired. If the recoverable amount
of the cash-generating unit is less than its carrying amount, the impairment loss is allocated first to reduce
the carrying amount of any goodwill allocated to the unit and then to the other assets of the unit, pro rata
based on the carrying amount of each asset in the unit. Any impairment loss for goodwill is recognised
directly in profit or loss in the consolidated statement of profit or loss and comprehensive income.
An impairment loss recognised for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included
in the determination of the profit or loss on disposal.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount
of any non-controlling interests in the acquiree, and the fair value of the acquirer's previously held equity
interest in the acquiree (if any) over the net of the acquisition-date amounts of the identifiable assets
acquired and the liabilities assumed. If, after reassessment, the net of the acquisition-date amounts
of the identifiable assets acquired and liabilities assumed exceeds the sum of the consideration transferred,
the amount of any non-controlling interests in the acquiree and the fair value of the acquirer's previously
held interest in the acquiree (if any), the excess is recognised immediately in profit or loss as a bargain
purchase gain.

3.7 INTANGIBLE ASSETS

Intangible assets acquired separately

These mainly consist of software and other patents and licenses. Intangible assets are stated at cost less
accumulated amortization and impairment losses. Amortization is charged to the consolidated statement
of profit or loss and other comprehensive income over the estimated useful lives of the intangibles using
the straight-line method as described below.

The period of estimated useful life of intangibles is as follows:

Intangible assets . Number of years |

Software 2 - 5 years

Other patents and licenses 2 - 15 years

Intangible assets acquired in a business combination

These mainly consist of brand names, pharmacy licenses and customer relationship.

Intangible assets acquired in a business combination are identified and recognised separately from goodwill
where they satisfy the definition of an intangible asset. The cost of such intangible assets is their fair value
at the acquisition date. Subsequent to initial recognition, intangible assets acquired in a business
combination are reported at cost less accumulated amortization and accumulated impairment losses.

Intangible assets assessed as having an indefinite useful life are not amortised and are examined
for impairment annually or more frequently where there is an indication of impairment. Such intangibles
are part of the pharmacy licenses and brand names.

Where the carrying amount of an intangible asset is greater than the amount that is estimated to be
recoverable, it is written down to its recoverable amount.

Amortisation is charged to the consolidated statement of profit or loss and other comprehensive income
over the remaining useful lives of the assets using the straight-line basis as described below.
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The period of estimated useful life of intangibles is as follows:

Intangible assets Number of years

“Exception” pharmacy licenses Over the lease period
Remaining pharmacy licenses Indefinite useful life
Brand name - Sensiblu Indefinite useful life
Customer relationship 5 -9 years

Assessment of indefinite useful life is reviewed annually to determine whether the indefinite useful life
continues to be supportable. If not, change in useful life from indefinite to finite is made on a prospective
basis.

3.8 PROPERTY, PLANT AND EQUIPMENT

Property plant and equipment are carried at cost of deemed cost (fair value on acquisition through business
combination) less accumulated depreciation and impairment provisions.

Acquisition cost includes the purchase price plus other costs related to acquisition, such as freight, postage,
duties, commissions, interest on investment loans recorded before the tangible assets are capitalised
or before they are put into use.

The costs of expansion, modernisation, or improvements leading to increased productivity, capacity
or efficiency are capitalised. Maintenance and repair expenses are expensed as incurred. Borrowing costs
related to qualifying capital projects in progress are capitalised until the assets are ready for their intended
use.

Where the carrying amount of an asset is greater than the amount that is estimated to be recoverable, it is
written down to its recoverable amount.

The Group depreciates its property, plant and equipment on a straight-line basis in order to write off
the cost of each asset less the estimated residual value over its estimated useful life as follows:

Tangible assets . Number of years |

Buildings 10 - 40 years

Leasehold improvements 3 -20 years

(lower of estimated useful life and
remaining lease terms)

Fixture, fittings and equipment 2 — 25 years

Land not depreciated

The residual values, useful lives and methods of depreciation of property plant and equipment are reviewed
at each financial year and adjusted prospectively, if appropriate.

3.9 IMPAIRMENT OF TANGIBLE AND INTANGIBLE ASSETS (OTHER THAN GOODWILL)

At the end of each reporting period, the Group reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss.
If any such indication exists, the recoverable amount of the asset is estimated in order to determine
the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount
of an individual asset, the Group estimates the recoverable amount of the cash-generating unit to which
the asset belongs. Where a reasonable and consistent basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating units, or otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested
for impairment at least annually, and whenever there is an indication that the asset may be impaired.
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Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset
for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than it’s carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried
at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as a revaluation increase.

3.10 RIGHT-OF-USE ASSETS

The Group assesses whether a contract is or contains a lease, at inception of the contract. The Group
recognises a right-of-use asset and a corresponding lease liability with respect to all lease arrangements
in which it is the lessee.

The Group applies the short-term lease recognition exemption to its short-term leases (leases with a lease
term of 12 months or less from the commencement date and that do not contain a purchase option).
A recognition exemption is also applied to leases of low-value assets USD 5 thousand (or equivalent
of this currency, i.e., approx. CZK 100 thousand, EUR 4.2 thousand). The Group anticipates that low-value
underlying assets will typically include tablets, personal computers, furniture and telephones.

Lease payments on short-term leases and leases of low-value assets are recognized as an expense
as incurred.

The period of estimated useful life of right-of-use asset ranges between 2 to 25 years and equals
to the lower of assets remaining useful life and lease term.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying
asset. If a lease transfers ownership of the underlying asset or the cost of the right-of-use asset reflects
that the Group expects to exercise a purchase option, the related right-of-use asset is depreciated
over the useful life of the underlying asset. The depreciation starts at the commencement date of the lease.

The Group applies IAS 36 to determine whether a right-of-use asset is impaired and accounts
for any identified impairment loss as described in the note 3.9 Impairment of tangible and intangible assets
(other than goodwill) policy.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease
payments made at or before the commencement day, less any lease incentives received and plus initial
direct costs. They are subsequently measured at cost less accumulated depreciation and impairment losses.

The right-of-use assets are presented as a separate line in the consolidated statement of financial position.
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3.11 FINANCIAL INSTRUMENTS

Financial assets — Classification

The Group classifies its financial assets in the following measurement categories:

e those to be measured subsequently at fair value (either through other comprehensive income “OCI"
or through profit or loss), and
e those to be measured at amortised cost.

The classification and subsequent measurement of debt financial assets depends on: (i) the Group's
business model for managing the related assets portfolio and (ii) the cash flow characteristics of the asset.
On initial recognition, the Group may irrevocably designate a debt financial asset that otherwise meets
the requirements to be measured at amortized cost or at fair value through other comprehensive income
“FVOCT" to be classified at fair value through profit or loss “"FVTPL" if doing so eliminates or significantly
reduces an accounting mismatch that would otherwise arise.

For investments in equity instruments that are not held for trading, classification will depend on whether
the Group has made an irrevocable election at the time of initial recognition to account for the equity
investment at FVOCI. This election is made on an investment by investment basis.

All other financial assets are classified as measured at FVTPL.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI.
For investments in equity instruments that are not held for trading, this will depend on whether the Group
has made an irrevocable election at the time of initial recognition to account for the equity investment
at FVOCI.

Financial assets - Recognition and derecognition

All purchases and sales of financial assets that require delivery within the time frame established
by regulation or market convention ("regular way" purchases and sales) are recorded at trade date, which is
the date when the Group commits to deliver a financial instrument. All other purchases and sales are
recognized when the entity becomes a party to the contractual provisions of the instrument.

Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Group has transferred substantially all the risks and rewards
of ownership.

Financial assets — Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a financial
asset not at FVTPL, transaction costs that are directly attributable to the acquisition of the financial asset.
Transaction costs of financial assets carried at FVTPL are expensed in profit or loss. Fair value at initial
recognition is best evidenced by the transaction price. A gain or loss on initial recognition is only recorded
if there is a difference between fair value and transaction price which can be evidenced by other observable
current market transactions in the same instrument or by a valuation technique whose inputs include
only data from observable markets.

Financial assets with embedded derivatives are considered in their entirety when determining whether
their cash flows are solely payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Group's business model for managing
the asset and the cash flow characteristics of the asset. There are three measurement categories into which
the Group classifies its debt instruments:
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Amortised cost. Assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest are measured at amortised cost. Interest income
from these financial assets is included in finance expense/income. Any gain or loss arising on derecognition
is recognised directly in profit or loss and presented in other gains and losses together with foreign
exchange gains and losses. Impairment losses are presented as separate line item in the consolidated
statement of profit or loss and other comprehensive income. Financial assets measured at amortised cost
comprise: cash and cash equivalents, bank deposits with original maturity over 3 months, trade receivables
and financial assets at amortised cost.

FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial assets,
where the assets' cash flows represent solely payments of principal and interest ("SPPI"), are measured
at FVOCI. Movements in the carrying amount are taken through OCI, except for the recognition
of impairment gains or losses, interest income and foreign exchange gains and losses which are recognised
in profit or loss. When the financial asset is derecognised, the cumulative gain or loss previously recognised
in OCI is reclassified from equity to profit or loss and recognised in other gains and losses.

FVTPL: Assets that do not meet the criteria for amortised cost or FVOCI are measured at FVTPL. A gain
or loss on a debt investment that is subsequently measured at FVTPL is recognised in profit or loss
in the period in which it arises.

Equity instruments

The Group subsequently measures all equity investments at fair value. Where the Group's management
has elected to present fair value gains and losses on equity investments in OCI, there is no subsequent
reclassification of fair value gains and losses to profit or loss following the derecognition of the investment
and any related balance within the FVOCI reserve is reclassified to retained earnings. The Group's policy is
to designate equity investments as FVOCI when those investments are held for strategic purposes
other than solely to generate investment returns. Dividends from such investments continue to be
recognised in profit or loss as other income when the Group's right to receive payments is established.

Changes in the fair value of financial assets at FVTPL are recognised in the consolidated statement of profit
or loss and other comprehensive income as applicable. Impairment losses (and reversal of impairment
losses) on equity investments measured at FVOCI are not reported separately from other changes in fair
value.

Financial assets — Impairment - credit loss allowance for ECL

The Group assesses on a forward-looking basis the ECL for debt instruments (including loans) measured
at amortized cost and FVOCI and the exposure arising from loan commitments and financial guarantee
contracts. ECLs are based on the difference between the contractual cash flows due in accordance
with the contract and all the cash flows that the Group expects to receive, discounted at an approximation
of the original effective interest rate. The Group measures ECL and recognises credit loss allowance at each
reporting date. The measurement of ECL reflects: (i) an unbiased and probability weighted amount that is
determined by evaluating a range of possible outcomes, (ii) time value of money and (iii) all reasonable
and supportable information that is available without undue cost and effort at the end of each reporting
period about past events, current conditions and forecasts of future conditions.

The carrying amount of the financial assets is reduced through the use of an allowance account,
and the amount of the loss is recognised in the consolidated statement of profit or loss and other
comprehensive income.

Debt instruments measured at amortized cost are presented in the consolidated statement of financial
position net of the allowance for ECL. For loan commitments and financial guarantee contracts, a separate
provision for ECL is recognised as a liability in the consolidated statement of financial position.

For debt instruments at FVOCI, an allowance for ECL is recognised in profit or loss and it affects fair value
gains or losses recognised in OCI rather than the carrying amount of those instruments.
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Expected losses are recognized and measured according to one of two approaches: general approach
or simplified approach.

For trade receivables including trade receivables with a significant financing component and contract assets
and lease receivables the Group applies the simplified approach permitted by IFRS 9, which uses lifetime
expected losses to be recognised from initial recognition of the financial assets. Therefore, the Group does
not track changes in credit risk, but instead recognizes a loss allowance based on lifetime ECLs at each
reporting date. The Group has established a provision matrix that is based on its historical credit loss
experience, adjusted for forward—looking factors specific to the debtors and the economic environment.

For all other financial assets that are subject to impairment under IFRS 9 (i.e. loans receivables and cash
at bank), the Group applies general approach three stage model for impairment. The Group applies
a three-stage model for impairment, based on changes in credit quality since initial recognition. A financial
instrument that is not credit impaired on initial recognition is classified in Stage 1. Financial assets in Stage
1 have their ECL measured at an amount equal to the portion of lifetime ECL that results from default
events possible within the next 12 months or until contractual maturity, if shorter ("12-month ECL").
If the Group identifies a significant increase in credit risk ("SICR") since initial recognition, the asset is
transferred to Stage 2 and its ECL is measured based on ECL on a lifetime basis, that is, up until contractual
maturity but considering expected prepayments, if any ("Lifetime ECL"). Stage 3 includes financial assets
that have objective evidence of impairment at the reporting date. For these assets, lifetime ECL are
recognised and interest revenue is calculated on the net carrying amount (that is, net of credit allowance).

Financial assets — Reclassification

Financial instruments are reclassified only when the business model for managing those assets changes.
The reclassification has a prospective effect and takes place from the start of the first reporting period
following the change.

Financial assets - Write off

Financial assets are written off, in whole or in part, when the Group has exhausted all practical recovery
efforts and has concluded that there is no reasonable expectation of recovery. The write off represents
a derecognition event. The Group may write off financial assets that are still subject to enforcement activity
when the Group seeks to recover amounts that are contractually due, however, there is no reasonable
expectation of recovery.

Financial assets — Modification

The Group sometimes renegotiates or otherwise modifies the contractual terms of the financial assets.
The Group assesses whether the modification of contractual cash flows is substantial, considering among
other, the following factors: any new contractual terms that substantially affect the risk profile of the asset
(e.g. profit share or equity based return), significant change in interest rate, change in the currency
denomination, new collateral or credit enhancement that significantly affects the credit risk associated
with the asset or a significant extension of a loan when the borrower is not in financial difficulties.

If the modified terms are substantially different, the rights to cash flows from the original asset expire
and the Group derecognises the original financial asset and recognises a new asset at its fair value.
The date of renegotiation is considered to be the date of initial recognition for subsequent impairment
calculation purposes, including determining whether a SICR has occurred. The Group also assesses whether
the new loan or debt instrument meets the SPPI criterion. Any difference between the carrying amount
of the original asset derecognised and fair value of the new substantially modified asset is recognised
in profit or loss unless the substance of the difference is attributed to a capital transaction with owners.

In a situation where the renegotiation was driven by financial difficulties of the counterparty and inability
to make the originally agreed payments, the Group compares the original and revised expected cash flows
to assess whether the risks and rewards of the asset are substantially different as a result of the contractual
modification. If the risks and rewards do not change, the modified asset is not substantially different
from the original asset and the modification does not result in derecognition. The Group recalculates
the gross carrying amount by discounting the modified contractual cash flows by the original effective
interest rate, and recognises a modification gain or loss in profit or loss.
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Financial assets at amortised cost

These items generally arise from transactions outside the usual operating activities of the Group. These are
held with the objective to collect their contractual cash flows and their cash flows represent solely payments
of principal and interest. Accordingly, these are measured at amortised cost using the effective interest
method, less provision for impairment. Financial assets at amortised cost are classified as current assets
if they are due within one year or less (or in the normal operating cycle of the business if longer).
If not, they are presented as non-current assets.

Financial liabilities - Measurement categories

Financial liabilities are initially recognised at fair value and classified as subsequently measured at amortised
cost, except for (i) financial liabilities at FVTPL: this classification is applied to derivatives, financial liabilities
held for trading (e.g. short positions in securities), contingent consideration recognised by an acquirer
in a business combination and other financial liabilities designated as such at initial recognition and (ii)
financial guarantee contracts and loan commitments.

Offsetting financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the consolidated statement
of financial position if, and only if, there is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to realise the asset and settle the liability
simultaneously. This is not generally the case with master netting agreements, and the related assets
and liabilities are presented gross in the consolidated statement of financial position.

3.12 TRADE AND OTHER RECEIVABLES

Trade receivables are amounts due from customers for goods sold or services performed in the ordinary
course of business. If collection is expected in one year or less (or in the normal operating cycle
of the business if longer), they are classified as current assets. If not, they are presented as non-current
assets. Trade receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less loss allowance.

Trade receivables are recognised initially at the amount of consideration that is unconditional, unless they
contain significant financing components, in which case they are recognised at fair value. The Group holds
the trade receivables with the objective to collect the contractual cash flows and therefore measures them
subsequently at amortised cost using the effective interest method.

Trade receivables are also subject to the impairment requirements of IFRS 9. The Group applies the IFRS
9 simplified approach in measuring expected credit losses which uses a lifetime expected loss allowance
for all trade receivables. See note 9.4 Credit risk.

Trade receivables are written-off when there is no reasonable expectation of recovery. Indicators that there
is no reasonable expectation of recovery include, amongst others, the failure of a debtor to engage
in a repayment plan with the Group, and a failure to make contractual payments as follows:

e for a period of greater than 180 days past due, 50% write-off; and

e for a period of greater than 365 days past due, 100% write-off.

3.13 INVENTORIES

Inventories mainly represent goods for resale. The cost of goods for resale is determined on a FIFO basis.

Inventories are valued at the lower of cost or net realisable value. Net realisable value is an estimate
of the selling price in the ordinary course of business, less direct selling expenses.
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3.14 CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash on hand and demand deposits, bank overdrafts and other
short-term highly liquid investments that are readily convertible to a known amount of cash and are subject
to an insignificant risk of changes in value. Bank overdrafts are shown within borrowings in current liabilities
on the statement of financial position.

3.15 NON-CURRENT ASSETS HELD FOR SALE AND DISCONTINUED OPERATIONS

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use. This condition is
recognised as met, only when the sale is highly probable and the asset (or disposal Group) is available
for immediate sale in its present condition. Management must be committed to the sale, which should be
expected to qualify for recognition as a completed sale within one year from the date of classification.

When the Group is committed to a sale plan involving loss of control of a subsidiary, all of the assets
and liabilities of that subsidiary are classified as held for sale when the criteria described above are met,
regardless of whether the Group will retain a non-controlling interests in its former subsidiary after the sale.

Non-current assets (and Disposal Group) classified as held for sale are measured at the lower of their
previous carrying amount and fair value less costs to sell.

A discontinued operation is a component of the Group (cash generating unit) that has either been disposed
of, or classified as held for sale, and
e represents a separate major line of business or geographical area of operation;
e is a subsidiary acquired exclusively with a view to re-sale; and
e is part of a single coordinated plan to dispose of a major line of business or geographical area
of operation.

Results of discontinued operations for the current year and comparatives are separately disclosed in order
to evaluate the financial effects of discontinued operations.

3.16 EQUITY

Share capital

Ordinary shares issued are classified as equity as they are entitled to a residual interest in the assets
of the Company after deducting its liabilities. They are recognised at the proceeds received net of direct
issue costs. The difference between the fair value of the consideration received by the Company
and the nominal value of the share capital being issued is taken to the share premium account.

Share premium

Share premium account can only be resorted to for limited purposes, which do not include the distribution
of dividends, and is otherwise subject to the provisions of the Cyprus Companies Law on reduction of share
capital.

Dividend distribution

Proposed dividends are recognised as a liability in the financial statements in the period in which they are
approved by the shareholders.

Any interim dividends approved for distribution by the Board of Directors are recognised within equity
in the period in which the decision is made.

Dividend distributed in the form of non-cash assets are measured at the fair value of the net assets to be

distributed. The difference between the dividend paid and the carrying amount of the net assets distributed
is recognized in the statement of comprehensive income.
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Other reserves

Other reserves mainly consist of:

e foreign operations translation reserve;
e cash flow hedge.

Foreign operations translation reserve

Exchange differences arising on translation of the foreign controlled entities are recognized
in other comprehensive income and accumulated in a separate reserve within equity.

Cash flow hedge

When a derivative is designated as a cash flow hedging instrument, the effective portion of changes in the
fair value of the derivative is recognised in OCI and accumulated in the hedging reserve. The effective
portion of changes in the fair value of the derivative that is recognised in OCI is limited to the cumulative
change in fair value of the hedged item, determined on a present value basis, from inception of the hedge.
Any ineffective portion of changes in the fair value of the derivative is recognised in profit or loss.

If the hedge no longer meets the criteria for hedge accounting or the hedging instrument is sold, expires,
is terminated or is exercised, then hedge accounting is discontinued prospectively.

When hedge accounting for cash flow hedges is discontinued, the amount that has been accumulated
in the hedging reserve remains in equity until, for a hedge of a transaction resulting in the recognition
of non-financial item, it is included in the non-financial item’s cost on its initial recognition or, for the other
cash flow hedges, it is reclassified to profit or loss in the same period or periods as the hedged expected
future cash flows affect profit or loss.

If the hedged future cash flows are no longer expected to occur, then the amounts that have been
accumulated in the hedging reserve and the cost of hedging reserve are immediately reclassified to profit
or loss.

3.17 BORROWINGS

Borrowings are initially recorded at fair value, being the consideration received, net of transaction costs.
Subsequent to initial recognition, borrowings are carried at amortised cost by using the effective interest
rate method with the interest expense recognised on an effective yield basis.

Borrowings are classified as current liabilities unless the Group has the right to defer settlement
of the liability at least 12 months after the reporting date.
3.18 PROVISIONS

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation, and the obligation can be reliably estimated.

Provisions are discounted using a current pre-tax rate that reflects, when appropriate, the risks specific
to the liability. The increase in the provision due to the passage of time is recognized as a finance cost.

Onerous contracts

Present obligations arising under onerous contracts are recognised and measured as provisions. An onerous
contract is considered to exist where the Group has a contract under which the unavoidable costs
of meeting the obligations under the contract exceed the economic benefits expected to be received under
it.
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Warranties

Provisions for the expected cost of warranty obligations under local legislation are recognised at the date
of sale of the relevant products, at the managements’ best estimate of the expenditure required to settle
the Group’s obligation.

Contingent liabilities and assets

If the risk is assessed as low (possible but not insignificant), the Group discloses other information
on litigation risks as part of contingent liabilities.

3.19 CURRENT AND DEFERRED TAX

Tax expense
Income tax represents the sum of the tax currently payable and deferred tax.

Current and deferred tax are recognised in profit or loss, except when they relate to items that are
recognised in other comprehensive income or directly in equity, in which case, the current and deferred
tax are also recognised in other comprehensive income or directly in equity respectively. Where current tax
or deferred tax arises from the initial accounting for a business combination, the tax effect is included
in the accounting for the business combination.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit
as reported in the consolidated statement of comprehensive income because it excludes terms of income
or expense that are taxable or deductible in other years and it further excludes items that are never taxable
or deductible.

Current income tax assets and liabilities are measured at the amount expected to be recovered from or paid
to the taxation authorities. The Group’s liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the reporting date in the countries where the Group operates
and generates taxable income.

Current tax is accounted for in accordance with the local tax regulations of subsidiaries. The corporate
income tax rate is determined as follows:

cowtry | on o

Cyprus 12.5% 12.5%
Czech Republic 19.0% 19.0%
Slovakia 21.0% 21.0%
Poland 19.0% 19.0%
Ttaly 28.0% 28.0%
Bulgaria 10.0% 10.0%
Hungary* 9.0% 9.0%
Serbia 15.0% 15.0%
Romania 16.0% 16.0%

*The rate differs based on the amount of taxable income

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities
in the consolidated financial statements and the corresponding tax bases used in the computation of taxable
profit. Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary differences to the extent that it is probable
that taxable profits will be available against which those deductible temporary differences can be utilised.
Such deferred tax assets and liabilities are not recognised if the temporary difference arises from goodwill
or from the initial recognition (other than in a business combination) of other assets and liabilities
in a transaction that affects neither the taxable profit nor the accounting profit.
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Deferred tax liabilities are recognised for taxable temporary differences associated with investments
in subsidiaries and associates, and interests in joint ventures, except where the Group is able to control
the reversal of the temporary difference and it is probable that the temporary difference will not reverse
in the foreseeable future. Deferred tax assets arising from deductible temporary differences associated
with such investments and interests are only recognised to the extent that it is probable that there will be
sufficient taxable profits against which to utilise the benefits of the temporary differences and they are
expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part
of the asset to be recovered.

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the period
in which the liability is settled or the asset realised, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would follow from the manner in which the Group
expects, at the end of the reporting period, to recover or settle the carrying amount of its assets
and liabilities.

3.20 SALES TAX (VAT)

Revenues and expenses are recognized net of the amount of sales tax, except:

e When the sales tax incurred on a purchase of assets or services is not recoverable from the taxation
authority, in which case, the sales tax is recognised as part of the cost acquisition of the asset
or as part of the expenses item, as applicable.

Receivables and payables are stated with the amount of the sale tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authorities are included as part
of receivables or payables in the statement of financial position.

3.21 LEASE LIABILITIES

The lease liability is initially measured at the present value of the lease payments that are not paid
at the commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily
determined, the Group uses its incremental borrowing rate.

Whenever the Group incurs an obligation for costs to dismantle and remove a leased asset, restore the site
on which it is located or restore the underlying asset to the condition required by the terms and conditions
of the lease, a provision is recognised and measured under IAS 37. To the extent that the costs relate
to a right-of-use asset, the costs are included in the related right-of-use asset, unless those costs are
incurred to produce inventories.

Lease payments included in the measurement of the lease liability comprise:

e Fixed lease payments (including in-substance fixed payments), less any lease incentives receivable;

e Variable lease payments that depend on an index or rate, initially measured using the index or rate
at the commencement date;

e The amount expected to be payable by the lessee under residual value guarantees;

e The exercise price of purchase options, if the lessee is reasonably certain to exercise the options;
and

e Payments of penalties for terminating the lease, if the lease term reflects the exercise of an option
to terminate the lease.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest

on the lease liability (using the effective interest method) and by reducing the carrying amount to reflect
the lease payments made.
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The Group remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use
asset) whenever:

e The lease term has changed or there is a significant event or change in circumstances resulting
in a change in the assessment of exercise of a purchase option, in which case the lease liability is
remeasured by discounting the revised lease payments using a revised discount rate.

e The lease payments change due to changes in an index or rate or a change in expected payment
under a guaranteed residual value, in which cases the lease liability is remeasured by discounting
the revised lease payments using an unchanged discount rate (unless the lease payments change is
due to a change in a floating interest rate, in which case a revised discount rate is used).

e A lease contract is modified and the lease modification is not accounted for as a separate lease,
in which case the lease liability is remeasured based on the lease term of the modified lease
by discounting the revised lease payments using a revised discount rate at the effective date
of the modification.

Variable rents that do not depend on an index or rate are not included in the measurement of the lease
liability and the right-of-use asset. The related payments are recognised as an expense in the period
in which the event or condition that triggers those payments occurs and are included in the line “Rental
expense” in the consolidated statement of profit or loss and other comprehensive income.

As a practical expedient, IFRS 16 permits a lessee not to separate non-lease components, and instead
account for any lease and associated non-lease components as a single arrangement. The Group has not
used this practical expedient. For a contract that contain a lease component and one or more additional
lease or non-lease components, the Group allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price of the lease component and the aggregate
stand-alone price of the non-lease components.

The lease liability is presented as a separate line in the consolidated statement of financial position.

3.22 EMPLOYEE BENEFITS

The subsidiaries of the Group and their employees contribute to certain Government Social Insurance funds
based on employee’s salary. The contributions are expensed as incurred and are included in “salaries
and other employee benefits”.

Long term incentive bonus plans

The Group provides a long-term incentive bonus plan to key management personnel for their services
rendered to the Group. The liability for employee benefits is recognised in provisions and is payable to key
management following the satisfaction of various vesting conditions contained within the bonus scheme
and dependant on attaining financial performance over a period of time. The provisions recognised
in respect of the bonus scheme are determined using the projected unit credit method aiming to allocate
the expected bonus pro-rata to the services rendered and to be rendered by key employees, and measured
as the present value of the estimated future cash outflows (using a discount rate based on the high quality
corporate bonds) expected to be made by the Group in respect of services rendered by employees up
to the reporting date. The cost of providing these benefits is recognised as an expense in the consolidated
statement of profit or loss as the employees render the services.

3.23 TRADE PAYABLES AND ACCRUALS

Trade payables are initially measured at fair value, being the invoiced amount and subsequently measured
at amortised cost using the effective interest method.

Liabilities are recognised for amounts to be paid in the future for goods and services received regardless
of whether or not they have been invoiced by the supplier.
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3.24 FACTORING

Reverse factoring

The Group uses non-recourse reverse factoring over selected trade payables. The Group approach is
to report reverse factoring as for trading, therefore the respective liabilities towards banks are presented
in Other payables (Note 8.25 Creditors and accruals). Correspondingly, payments for the reverse
factoring liabilities are presented in cash flow from operations.

Factoring

The selected trade receivables are subject to a factoring arrangement with the credit risk being transferred
to the factor. The amount repayable under the factoring agreement is presented in financial statements
within Trade and other receivables as Other receivables from third-party. The cash inflows received from
the factor are presented as operating cash inflows. The Group considers that the held to collect business
model remains appropriate for these receivables and hence continues measuring them at amortised cost.

3.25 DETERMINATION OF FAIR VALUE

A number of the Group’s accounting policies and disclosures require the determination of fair value, for both
financial and non-financial assets and liabilities. Fair values have been determined for measurement
and/or disclosure purposes based on the following methods:

e Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

e Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset
or liability, either directly (i.e., as prices of similar instruments) or indirectly (i.e. derived from such
prices);

e Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

Property, plant and equipment

The fair value of property, plant and equipment recognized as a result of a business combination is based
on market values or the income approach method. The market value of property is the estimated amount
for which a property could be exchanged on the date of valuation between a willing buyer and a willing
seller in an arm’s length transaction after proper marketing wherein the parties had each acted
knowledgeably and willingly. The income approach method determines the value of property based on its
ability to generate desired economic benefit for the owners. The key objective of the income-based method
is to determine the property value as a function of the economic benefit.

Intangible assets

The fair value of intangible assets recognized as a result of a business combination is based
on the discounted cash flows expected to be derived from the use or eventual sale of the assets.

Inventories

The fair value of inventories acquired in a business combination is determined based on the estimated
selling price in the ordinary course of business less the estimated costs of completion and sale,
and a reasonable profit margin based on the effort required to complete and sell the inventories.

Non-derivate financial assets

The fair value of financial assets at fair value through profit or loss, debt and equity instruments at FVOCI
and financial assets at amortized cost is based on their quoted market price at the reporting date without
any deduction for transaction costs.

If a quoted market price is not available, the fair value of the instrument is estimated by management
using pricing models or discounted cash flows techniques. Where discounted cash flow techniques are
used, estimated future cash flows are based on management’s best estimates and the discount rate is
a market related rate at the reporting date for an instrument with similar terms and conditions. Where
pricing models are used, inputs are based on market-related measures at the reporting date.

The fair value of trade and other receivables and of financial assets at amortized cost is determined
for disclosure purposes only.
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Non-derivate financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future
principal and interest cash flows, discounted at the market rate of interest at the reporting date.

Derivates

Financial derivatives are measured at fair value. Their valuation is determined based on the market
valuation therefore they fall into level 2.

Investment property

The fair value of investment property is determined by an independent registered valuer.
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4. APPLICATION OF NEW STANDARDS, INTERPRETATIONS AND
AMENDMENTS OF EXISTING STANDARDS

4.1 NEW CURRENTLY EFFECTIVE REQUIREMENTS

This table lists the recent changes to the Accounting Standards that are required to be applied by an entity
with an annual reporting period beginning on 1 January 2022.

New standards or amendments Key requirements  Effective date
COVID-19 - Related Rent Concessions Under that practical expedient, a lessee is not required to assess whether eligible rent

beyond 30 June 2021 concessions are lease modifications, instead accounting for them in accordance with 1 April 2021

- Amendment to IFRS 16 other applicable guidance.

The amendment to IAS 16 Property, Plant and Equipment (PP&E) prohibits an entity
from deducting from the cost of an item of PP&E any proceeds received from selling
items produced while the entity is preparing the asset for its intended use.

Property, Plant and Equipment:
Proceeds before Intended Use
- Amendments to IAS 16

It also clarifies that an entity is ‘testing whether the asset is functioning properly” when
it assesses technical and physical performance of the asset. The financial performance
of the asset is not relevant to this assessment.

1 January 2022

Entities must disclose separately the amounts of proceeds and costs relating to items
produced that are not an output of the entity’s ordinary activities.

Minor amendments were made to IFRS 3 Business Combinations to update the
references to the Conceptual Framework for Financial Reporting and to add an
exception for the recognition of liabilities and contingent liabilities within the scope of
IAS 37 Provisions, Contingent Liabilities and Contingent Assets and Interpretation 21
Levies. The amendments also confirm that contingent assets should not be recognised
at the acquisition date.

Reference to the Conceptual
Framework
- Amendments to IFRS 3

1 January 2022

The amendment to IAS 37 clarifies that the direct costs of fulfilling a contract include
Onerous Contracts - Cost of Fulfilling  both the incremental costs of fulfilling the contract and an allocation of other costs
a Contract directly related to fulfilling contracts. Before recognising a separate provision for an 1 January 2022
- Amendments to IAS 37 onerous contract, the entity recognises any impairment loss that has occurred on assets

used in fulfilling the contract.

The following improvements were finalised in May 2020:
« IFRS 9 Financial Instruments — clarifies which fees should be included in the 10% test
for derecognition of financial liabilities.

« IFRS 16 Leases — amendment of illustrative example 13 to remove the illustration of
payments from the lessor relating to leasehold improvements, to remove any confusion
about the treatment of lease incentives.

Annual Improvements to IFRS

standards 2018 - 2020 * IFRS 1 First-time Adoption of International Financial Reporting Standards — allows 1 January 2022

entities that have measured their assets and liabilities at carrying amounts recorded in
their parent’s books to also measure any cumulative translation differences using the
amounts reported by the parent. This amendment will also apply to associates and joint
ventures that have taken the same IFRS 1 exemption.

o TAS 41 Agriculture — removal of the requirement for entities to exclude cash flows for
taxation when measuring fair value under IAS 41. This amendment is intended to align
with the requirement in the standard to discount cash flows on a post-tax basis.

The amendments listed above did not have any impact on the amounts recognised in prior periods and are
not expected to significantly affect the current or future periods.
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4.2 FORTHCOMING REQUIREMENTS

This table lists the recent changes to the Accounting Standards that are required to be applied for annual
periods beginning after 1 January 2022 and that are available for early adoption in annual periods beginning
on 1 January 2022.

New standards or amendments Effective date

Classification of Liabilities as Current or Non-current - Amendments to IAS 1

IFRS 17 Insurance Contracts

Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice Statement 2 1 January 2022
Definition of Accounting Estimate - Amendments to IAS 8

Deferred Tax related to Assets and Liabilities arising from a Single Transaction - Amendments to IAS 12
Sale or Contribution of Assets between and Investor and its Associate or Joint Venture - Amendments to IFRS 10 Available for optional
and IAS 28 adoption *

* Effective date deferred indefinitely

These standards, amendments or interpretations are not expected to have a material impact on the entity
in the current or future reporting periods and on foreseeable future transactions.

5. CHANGES IN SIGNIFICANT ACCOUNTING POLICIES, PRESENTATION
AND RESTATEMENTS

There are neither changes in presentation and accounting policies nor restatements in consolidated financial
statements as at 31 December 2022 (nor were as at 31 December 2021).
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6. CRITICAL ACCOUNTING ESTIMATES, JUDGMENTS AND SOURCES OF
ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies management is required to make judgements,
estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and assumptions are based on historical experience and other factors
that are considered relevant. Actual results might differ from these estimates.

The following are the critical judgements made by management in the process of applying accounting
policies as well as the key sources of estimation uncertainty that have significant risk of causing material
adjustment to the carrying amounts of the assets and liabilities.

6.1 IMPAIRMENT OF GOODWILL AND INTANGIBLES NOT AMORTISED

The Group determines at least on an annual basis whether indefinite life intangible assets and goodwill are
impaired. This requires an estimate of an asset’s recoverable amount which is the higher of an asset’s
or cash-generating unit’s (CGU’s) fair value less costs of disposal and its value in use and it is determined
for an individual asset, unless the asset does not generate cash inflows that are largely independent
of those from other assets or groups of assets. Estimating a value-in-use amount requires management
to make an estimate of the expected future cash flows from the cash generating unit and also to choose
a suitable discount rate in order to calculate the present value of those cash flows.

For more details refer to Note 8.11 Goodwill and 8.12. Intangible assets.

6.2 IMPAIRMENT LOSSES ON TRADE RECEIVABLES

In accordance with IFRS 9 “Financial Instruments”, the Group has performed an exercise to estimate future
expected credit losses (ECL) based on prospective view.

When measuring ECL, the Group uses reasonable and supportable forward-looking information, which is
based on assumptions for the future movement of different economic drivers and how these drivers will
affect each other. Loss given default is an estimate of the loss arising on default. It is based
on the difference between the contractual cash flows due and those that the lender would expect
to receive, taking into account cash flows from collateral and integral credit enhancements. Probability
of default constitutes a key input in measuring ECL. Probability of default is an estimate of the likelihood
of default over a given time horizon, the calculation of which includes historical data, assumptions
and expectations of future conditions.

6.3 DEFERRED TAX ASSETS

Deferred tax assets are recognised for deductible temporary differences, unused tax credits and unused
tax losses to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences can be utilised. Significant management judgement is required to determine
the amount of deferred tax assets that can be recognised, based on the likely timing and the level of future
taxable profits together with future tax planning strategies.

6.4 PROVISIONS

Provisions take into account an expected expense, showing it as a liability on the consolidated statement
of financial position. Created provisions represent the management’s best estimate of the future outflow
of the economic benefits.

6.5 FAIR VALUE MEASUREMENT ON BUSINESS COMBINATIONS

The Group made acquisitions both in 2022 and 2021 and based on IFRS 3, recognised the underlying assets
and liabilities and consideration given at fair value. The fair value has been determined by adopting
a variety of techniques that are appropriate for the respective assets and liabilities and are normally
assessed by market valuation practitioner. The fair value estimates and techniques used, requires
significant judgement to be exercised by management.
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6.6 INCOME TAXES

The Group is subject to income taxes in various jurisdictions. Significant judgment is required in determining
the worldwide provision for income taxes. There are transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course of business. The Group recognises liabilities
for anticipated tax audit issues based on estimates of whether additional taxes will be due. Where the final
tax outcome of these matters is different from the amounts that were initially recorded, such differences
will impact the income tax and deferred tax provisions in the period in which such determination is made.

6.7 LEASE INCREMENTAL BORROWING RATE

To determine the incremental borrowing rate, the Group:
e uses a build-up approach by adding to the risk-free interest rate for each country the credit risk
for leases held by the Group; and
e makes adjustments specific to the lease, such as term, country, currency and security.

The incremental borrowing rate applied to the lease liabilities was determined as the rate of interest
that the Group would have to pay to borrow over a similar term the funds necessary to obtain an asset
of a similar value to the right-of-use asset in a similar economic environment.

The average maturity of lease agreements for commercial spaces is generally 8 years, while for motor
vehicles and other equipment, 4 years.

6.8 TERM AND EXTENSION OPTIONS

In the determination of lease term, the Group includes extension options that are reasonably certain to be
exercised and periods which termination options will not be exercised.

The Group exercise significant judgement to assess whether the extension /termination options are
reasonably certain to be exercised by considering prevailing market prices, location and importance
of the underlying asset, exclusivity of the asset, termination cost and leasehold improvements in order
to assess whether there is an economic incentive for the Group to exercise, or not exercise the extension
or termination options.

The Group, using hindsight has applied individual estimates when determining the lease term
when the contracts contain options to extend or terminate the lease.
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7. CHANGE IN GROUP'S STRUCTURE

In 2022 and in 2021, no subsidiary was established by the Group.
7.1 ACQUISITION OF SUBSIDIARIES — BUSINESS COMBINATIONS

Summary of acquisition

In 2022, there were acquisitions of mostly pharmacies that took place in order to increase market share
in the local markets. The details of the transactions were as follows:

Nature of
business

Country of
business
operations

Acquisition date

Effective
ownership
percentage

Strasnice pharmacy business  Czech Republic 1 February 2022 100%
Lenapo s.r.o. pharmacy business  Czech Republic 1 July 2022 100%
KOLF s.r.o. pharmacy business  Czech Republic 1 March 2022 100%
'_:?,:e A LEL) s-r-0- = LRI AR, Gralee: pharmacy business  Czech Republic 1 September 2022 100%
armea Servisni, s.r.o.
Lékarna ARNIKA Most s.r.o. pharmacy business  Czech Republic 1 July 2022 100%
MEDICAL GROUP SK a.s. wholesale Slovakia 1 February 2022 100%
AVION CXM s.r.o. pharmacy business Slovakia 5 May 2022 100%
Lekareri pri Budlcnosti, s.r.o. pharmacy business Slovakia 18 July 2022 100%
Vienor, s.r.o. pharmacy business Slovakia 30 June 2022 100%
MEDEPHARM s.r.0. pharmacy business Slovakia 1 December 2022 100%
A B S Lo I SIS SN oy oo Zrenay o 100%
AU " K-Pharma" Beograd pharmacy business Serbia 31 May 2022 100%
AU "Seli¢"Veliko Gradiste pharmacy business Serbia 5 October 2022 100%
AU"Kod suncanog sata" Pancevo pharmacy business Serbia 5 October 2022 100%
AU"Cveji¢c",Novi Sad pharmacy business Serbia 31 December 2022 100%
Cesena Del Corso; pharmacy business Italy 1 January 2022 100%
Due di Due (Turin phs — Rivoli and Giaveno); pharmacy business Italy 1 January 2022 100%
Genova Bixio; pharmacy business Italy 1 January 2022 100%
Insubria (Milano); pharmacy business Italy 1 February 2022 100%
Valmontone; pharmacy business Italy 1 February 2022 100%
Toscanelli (Ostia); pharmacy business Italy 13 April 2022 100%
Sanviva (2 phs - Marlia and Colle di Compito); pharmacy business Italy 1 May 2022 100%
Palmieri (Aprilia); pharmacy business Italy 17 June 2022 100%
Torre Annunziata (3 out of 4 PHS Palomba’s Group); pharmacy business Italy 1 November 2022 100%
Ercolano (remaining 1 of the 4 Palomba’s PHS); pharmacy business Italy 1 November 2022 100%

Nature of
business

Country of
business
operations

Acquisition date

In 2021, there were few immaterial acquisitions of mostly pharmacies that took place in order to increase
market share in the local markets. The details of the transactions were as follows:

Effective
ownership
percentage

Litoméficka zdravotni, s.r.o. pharmacy business  Czech Republic 1 January 2021 100%
Lékarna Karlov, s.r.o. pharmacy business  Czech Republic 1 March 2021 100%
ARNIKA Most s.r.o. pharmacy business  Czech Republic 1 July 2021 100%
Pharmea Servisni, s.r.o. pharmacy business  Czech Republic 18 November 2021 100%
NITRA PHARM, s.r.0. pharmacy business Slovakia 1 February 2021 100%
SSL 02 s.r.o. pharmacy business Slovakia 4 November 2021 100%
AU Zlatni Lav pharmacy business Serbia 31 October 2021 100%
MG Snc pharmacy business Italy 26 June 2021 100%
Farmacia Ratti Srl pharmacy business Italy 5 July 2021 100%
Farmacia ai Colli Snc pharmacy business Italy 6 August 2021 100%
Dr.Max HURTOWNIA FARMACEUTYCZNA Spzoo pharmacy business Poland 9 November 2021 100%
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Identifiable assets acquired and liabilities assumed

The following table summarises the recognised amounts of assets acquired and liabilities assumed
at the date of acquisition.

EUR 000
Fair value 2022 2021
ASSETS
Intangible assets 25 6,420
Property, plant and equipment 3,306 1,335
Right-of-use asset 11,192 -
Deferred tax assets 184 -
Trade and other receivables 27,868 1,178
Current tax assets 1,047 -
Inventories 13,327 4,440
Cash and cash equivalents 5,216 838
TOTAL ASSETS 62,165 14,211
LIABILITIES
Interest bearing loans and borrowings 13,417 2,161
Provisions 556 130
Deferred tax liabilities 5 -
Lease liabilities 11,192 -
Creditors and accruals 31,466 1,774
Current tax liabilities 296 107
TOTAL LIABILITIES 56,932 4,172
NET IDENTIFIABLE ASSETS ACQUIRED 5,233 10,039
Add: Goodwill 76,406 16,278
NET ASSETS ACQUIRED 81,639 26,317

The goodwill is attributable to the workforce and the high profitability of the acquired business.
It will not be deductible for tax purposes.

Purchase consideration

EUR ‘000

Purchase consideration ‘ 2022 2021
Cash consideration paid * 70,273 25,419
Contingent consideration 834 -
Deferred consideration 10,532 898

Total purchase consideration 81,639 26,317

* Cash consideration paid: The balance as of 31 December 2022 consists of advance paid during 2021 in the amount of EUR 8,362 thousand.

Outstanding consideration payable (deferred and contingent) of EUR 11,366 thousand is recognised within
Creditors and accruals (see note 8.25 Creditors and accruals).

Contingent consideration

The Group is obliged to pay additional consideration in case the following events occur:
e the lease contracts of the acquired pharmacies will not be terminated by the lessor,
e the lease contracts of the acquired pharmacies will be prolonged under the same terms,
e new lease contracts will be negotiated between the lessor and acquired pharmacies under the same
terms as original lease contract acquired.
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Net cash flow on acquisition

EUR ‘000
Net cash flow on acquisition
Cash consideration paid 70,273 25,419
Less: Balances acquired
- Cash and cash equivalents 5,216 838
Net outflow of cash — investing activities 65,057 24,581

Revenue and profit contribution

The acquired business contributed revenues of EUR 145,760 thousand and net profit of EUR 3,290 thousand
to the Group for the period from acquisition to 31 December 2022.

If the acquisition had occurred on 1 January 2022, consolidated pro-forma revenue and profit contributed
for the year ended 31 December 2022 would have been EUR 194,600 thousand and EUR 5,259 thousand
respectively.

Acquisition-related costs

Acquisition-related costs of EUR 2,022 thousand are included in the line ,Received services and other
operating expenses" in the consolidated statement of profit or loss in the reporting period ending
31 December 2022.

Acquired receivables

The fair value of acquired trade receivables is in the amount of EUR 27,868 thousand. The gross contractual
amount for trade receivables due is EUR 29,291 thousand, with a loss allowance of EUR 1,423 thousand
recognised on acquisition.

7.2 DISPOSAL OF SUBSIDIARIES
There was no disposal of subsidiaries during the reporting period 2022 nor 2021.
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8. OTHER INFORMATION TO THE FINANCIAL STATEMENTS

8.1 REVENUE FROM CONTRACTS WITH CUSTOMERS

The Group derives revenue from the transfer of goods and services over time and at a point in time
in the following major product lines and geographical regions:

EUR ‘000

Type of revenues 2022 2021

Revenue from contracts with customers
Revenues from pharmaceutics products 3,367,095 2,797,992
Revenues from promotional and related marketing services 52,149 51,084
Revenues from franchise fee 19,505 18,854
Revenues from logistics services 3,835 2,315
Other 3,505 1,969

Total 3,446,089 2,872,214

EUR ‘000

Timing of revenues recognition 2022 2021
At a point in time 3,367,095 2,797,992
Over time 78,994 74,222

Total 3,446,089 2,872,214

EUR ‘000

Geographical regions 2022 2021
Romania 1,427,501 1,143,132
Czech Republic 1,068,636 901,857
Slovakia 505,186 432,867
Poland 204,940 226,806
Italy 101,043 61,432
Serbia 86,036 62,048
Bulgaria 37,931 33,306
Other 14,816 10,766

Total 3,446,089 2,872,214

8.2 GOODS FOR RESALE AND DIRECT COSTS

EUR ‘000

Goods for resale and direct costs 2022 2021
Cost of sales and direct costs 2,511,384 2,111,564
Impairment losses of inventory 1,599 790

Total 2,512,983 2,112,354

8.3 PERSONNEL COSTS

EUR ‘000

Personnel costs 2022 2021
Wages and salaries 343,221 291,806
Social security costs and other employee benefits 69,904 64,230

Total 413,125 356,036

Average number of employees 14,708 13,156
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8.4 RECEIVED SERVICES AND OTHER OPERATING EXPENSES

EUR ‘000

Received services and other operating expenses 2022 2021
Marketing and advertising 76,209 54,757
Professional fees (accounting, tax, legal advisory, etc.) 19,360 20,702
IT services 24,317 18,462
Rental expense 13,861 12,413
Utilities (electricity, water, gas, heating etc.) 18,022 11,771
Materials and office supplies 12,155 10,750
Transportation and fuel 17,305 11,472
Packaging 12,963 -
Repairs and maintenance 6,781 5,853
Telecommunication costs 5,707 4,310
Taxes and fees to authorities 5,010 3,939
Insurance 2,481 2,566
Travelling and entertainment expenses 5,339 2,284
Auditors’ remuneration 729 722
Other operating (income) and expense 17,668 8,246

Total 237,907 168,247

8.5 DEPRECIATON AND AMORTISATION

EUR '000

Depreciation and amortisation Note 2022 2021
Intangible assets 0 32,893 18,073
Property, plant, and equipment 8.13 25,877 19,890
Right-of-use assets 8.14 73,172 67,222

Total 131,942 105,185

8.6 IMPAIRMENT GAINS AND LOSSES OF NON-FINANCIAL ASSETS

EUR '000

Impairment gains and losses of non-current and current assets Note 2022 2021
Goodwill 8.11 - (1)
Property, plant and equipment 8.13 28 740

Total 28 739

8.7 IMPAIRMENT GAINS AND LOSSES OF FINANCIAL ASSETS

EUR ‘000

Impairment gains and losses of financial assets Note 2022 2021
Net impairment (losses) / reversals of receivables 8.16 (273) 850
Bad debts written off (181) (2,151)
Bad debts recovered 108 17

Total (346) (1,284)
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8.8 OTHER GAINS AND LOSSES

EUR ‘000

Other gains and losses 2022 2021
Gain on disposal of property, plant and equipment 1,895 1,176
Loss on disposal of subsidiaries - (18)
Loss on disposal of inventories (5,217) (714)
Other losses (515) -

Total gains / (losses) (3,837) 444

8.9 FINANCE INCOME AND EXPENSES

EUR ‘000

Finance income and expenses Note 2022 2021
Interest income from related companies 8.27 36,916 24,262
Interest income from bank deposits 636 591
Exchange gain from financing activities 7,696 17,822
Other finance income 2,667 406

Finance income 47,915 43,081
Interest expense on bank borrowings 22,349 23,069
Interest expense on loans provided by related parties 26,804 30,001
Subtotal Interest expense on loans and borrowings 8.28 49,153 53,070
Interest expense on lease liabilities 8.24 17,146 11,189
Interest expense on bonds 16,015
Bank charges 7,285 6,357
Other finance expense 3,536 2,287

Finance expenses 93,135 72,903

Total finance income / (expenses) 45,220 29,822
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8.10 TAXES

The income tax expense comprises:

EUR ‘000

Income tax expense 2022 2021
Current tax expense 23,371 (19,556)
Deferred tax benefit (3,935) 3,394

Total 19,436 (16,162)

The current tax expense comprises:

EUR ‘000

Current tax expense 2022 2021
Current tax on profits for the year 23,364 19,556
Adjustments for current tax of prior periods 7 -

Total 23,371 19,556

The below reconciliation of the effective tax rate is prepared as aggregation of separate reconciliations
prepared under the domestic tax rate in each individual jurisdiction.

EUR ‘000

Income tax reconciliation 2022 2021
Profit subject to corporate income tax 10% (Bulgaria) 4,137 3,176
Loss subject to corporate income tax 12,5% (Cyprus) 2,332 11,923
Loss subject to corporate income tax 15% (Serbia) (3,756) (2,235)
Profit/(loss) subject to corporate income tax 16% (Romania) (2,403) 10,362
Profit subject to corporate income tax 19% (Poland, Czech Republic) 91,464 50,604
Profit/(loss)subject to corporate income tax 21% (Slovakia) 17,436 (1,009)
Profit subject to corporate income tax 25,5% (Netherlands) - 456
Loss subject to corporate income tax 28% (Italy) (10,613) (10,267)
Consolidation adjustments not subject to corporate income tax - 37,821

Profit before income tax expense 98,597 100,831
Income tax at the applicable tax rates 17,825 9,826
Non-deductible expenses 5,133 9,162
Tax-exempt income (7,578) (8,278)
Tax losses for which no deferred tax asset is recognised 3,249 3,763
Tax losses carried forward 797 2,009
Recognition of previously unrecognised tax losses (70) -
Utilisation of unrecognised tax losses - (116)
Permanent and other differences 80 (204)

Total income tax expense 19,436 16,162

Effective tax rate 19.7% 16.0%
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Deferred tax assets and liabilities

EUR '000

Deferred tax
(assets) and liabilities

Property, plant and

equipment and Provisions
intangibles

Tax losses

Derivatives

Other timing
differences

 DrMax*

Total deferred tax
(assets) /liabilities

Balance as at 1 January 2021 15.619 (6,315) (5,694) - (3.772) (162)
Charged / (credited) to profit or loss (1,437) (2,904) 424 - 524 (3,393)
Deferred tax liabilities assumed / (assets acquired) in relation to

o P - 4) - - - 4)
acquisition of subsidiaries
Other movement (45) - 74 - - 29
Exchange difference 60 (268) (118) - (64) (390)

Balance as at 31 December 2021 14,197 (9,491) (5,314) - (3,312) (3,920)

Balance as at 1 January 2022 14,197 (9,491) (5,314) - (3,312) (3,920)
Charged / (credited) to profit or loss (3,050) (1,966) 3,605 - (2,524) (3,935)
Reclassification (210) (82) (1) = 293 =
Deferred tax liabilities assumed / (assets acquired) in relation to R R
acquisition of subsidiaries el (88) (i) =
Charged / (credited) to other comprehensive income - - - 9,067 - 9,067
Other movement 83 - - - (8) 75
Exchange difference (8) (173) 17) - 120 (78)

Balance as at 31 December 2022 11,002 (11,800) (1,808) 9,067 (5,431) 1,030

The Group has not recognized deferred tax asset of EUR 13,442 thousand (2021: EUR 7,773 thousand) from tax losses carried forward as it is not probable that taxable profits

will be available against which it can be utilised.
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8.11 GOODWILL

EUR ‘000

Goodwill Note Total ‘

COSTS

Balance as at 1 January 2021 426,077
Acquisition of a subsidiary 7.1 16,278
Exchange difference 3,102

Balance as at 31 December 2021 445,457
Acquisition of a subsidiary 7.1 76,406
Exchange difference 2,534

Balance as at 31 December 2022 524,397

ACCUMULATED IMPAIRMENT

Balance as at 1 January 2021 (19,233)
Addition 8.5 (1)
Exchange difference 22

Balance as at 31 December 2021 (19,212)
Addition 8.5 =
Exchange difference 268

Balance as at 31 December 2022 (18,944)

NET BOOK VALUE
Balance as at 31 December 2021 426,245
Balance as at 31 December 2022 505,453

Goodwill arising on business combinations is allocated at acquisition to each of the Group’s cash generated units
(CGUs) that are expected to benefit from the synergies of the business combination. If the Group reorganises its
reporting structure in a way that changes the composition of one or more CGUs to which goodwill has been
initially allocated, the goodwill is reallocated to the units affected.

Goodwill allocation

For the purposes of impairment testing, goodwill has been allocated to the Group’s CGUs as follows.
EUR 000

Carrying Value

Entity / Cash Generating Unit Activities
2022
Ceska Lekarna Holding a.s Group Operation of pharmacies in the Czech Republic 109,194 102,102
Dr. Max Holding SK, a.s. Group Operation of pharmacies in the Slovak Republic 52,427 49,924
MagnaPharm Holdings Limited Group - Marketing and sales CGU Provision of marketing and sales services 23,271 23,271
Lidea SpA Group Operation of pharmacies in Italy 123,616 68,458
AsterFarm d.o.0. Group Operation of pharmacies in Serbia 31,789 16,858
Dr.Max Polska Sp. z 0.0., BRL Center Polska Sp. z 0.0. Group Operation of pharmacies in Poland 24,585 25,020
Dr. Max Romania Group - Retail CGU Operation of pharmacies in Romania - Retail 86,295 86,320
Dr. Max Romania Group - Wholesale CGU Operation of wholesale in Romania 54,276 54,292
Total 505,453 426,245

General information for impairment testing

The Group tests goodwill for impairment annually (as at 31 December of each year) or more frequently if there
are indications that goodwill might be impaired. The recoverable amounts of the CGUs are determined by using
value in use calculations and fair values of the related CGUs. In case of goodwill belonging to held-for-sale
business and where expected sales prices are available from proposed bids, then the proposed bids are used for
impairment testing.
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The Group used fair values as the basis for determining recoverable amounts for the year 2022. In determining
fair values of CGUs, the management used similar market transactions comparable EBITDA/sales multiple,
which were applied to maintainable variable EBITDA/sales of each respective CGU.

With respect to impairment testing of CGUs’ belonging to Dr. Max Romania Group and Magnapharm Holdings
Limited, the Group has used the DCF model to calculate the Value in use derived from long-term budgets.
These budgets are approved by the management and are up to date as at the impairment testing date.
The budgets are based on both actual numbers and future expected business trends. The future cash flows are
extrapolated based on respective growth rate. The growth rates are based on assumptions e.g., expected GDP
growth, interest rates and analysis of regulatory and market environment. For more information see below.

Once an impairment loss has been recognised for goodwill, it is not reversed in a subsequent period.

Key assumptions used to calculate value in use
EUR ‘000

Entity / Cash Generating Unit R ption

and methods used

2022: Fair value/ Benchmark market multiple
(EV/EBITDA: 10.5 EBITDA: EUR 68,025 thousand)
2021: Fair value/ Benchmark market multiple
(EV/EBITDA: 10,5 EBITDA: EUR 56,991 thousand)
2022: Fair value/ Benchmark market multiple
(EV/EBITDA: 10.5, EBITDA: EUR 29,801 thousand)
2021: Fair value/ Benchmark market multiple
(EV/EBITDA: 10,5, EBITDA: EUR 21,270 thousand)
2022: Fair value/ Benchmark market multiple
(EV/Revenue multiple: 1.89; Revenue: EUR 102,941 thousand)
2021: Fair value/ Benchmark market multiple
(EV/Revenue multiple: 1,85; Revenue: EUR 61,431 thousand)
2022: Fair value/ Benchmark market multiple
(EV/Revenue multiple: 0.48, Revenue: EUR 84,263 thousand)
2021: Fair value/ Benchmark market multiple
(EV/Revenue multiple: 0.43, Revenue: EUR 60,633 thousand)
2022: Fair value/ Benchmark market multiple
Dr.Max Polska Sp. z 0.0., (EV/Revenue multiple: 0.37, Revenue: EUR 186,353 thousand)

BRL Center Polska Sp. z 0.0. Group 2021: Fair value/ Benchmark market multiple
(EV/Revenue multiple: 0.43, Revenue: EUR 168,858 thousand)
2022: DCF based on long term budgets
(Growth rate of revenue for 5 years: 10.2%

Discount rate: 10.5%; Terminal growth rate: 2%)
2021: DCF based on long term budgets
(Growth rate of revenue for 5 years: 8.3%
Discount rate: 7.6%; Terminal growth rate:2%)
2022: DCF based on long term budgets
(Growth rate of revenue for 5 years: 12.4%; EBITDA margin: 3.1%;
Discount rate: 10.5%; Terminal growth rate: 2%)
2021: DCF based on long term budgets
(Growth rate of revenue for 5 years: 8.4%
Discount rate: 7,55%; Terminal growth rate: 2%)
2022: DCF based on long term budgets
(Growth rate of revenue for 5 years: 8.4%); EBITDA margin: 2.1%;
Discount rate: 10.5%; Terminal growth rate: 2%)

2021: DCF based on long term budgets (see table below)
(Growth rate of revenue for 5 years:
Discount rate: 7.55%; Terminal growth rate: 2%)

Ceska Lekarna Holding a.s Group

Dr. Max Holding SK, a.s. Group

Lidea SpA Group

AsterFarm d.o.0. Group

MagnaPharm Holdings Limited Group - Marketing and sales CGU

Dr. Max Romania Group - Retail CGU

Dr. Max Romania Group - Wholesale CGU
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Impairment testing for goodwill

Based on the calculation, the estimated recoverable amount exceeds the carrying amount and therefore the Group
identified no impairment of goodwill as at 31 December 2022.

Based on impairment test of goodwill carried out as at 31 December 2022, key inputs mentioned below were
identified that would need to change significantly for the carrying amount to exceed the recoverable amount.

The following table shows the amount by which these inputs would have to change for the estimated recoverable

amount to equal the carrying amount:
From To

Ceska Lekarna Holding a.s Group

EV/EBITDA 10.50 3.1

EBITDA 68,025 20,083
Dr. Max Holding SK, a.s. Group

EV/EBITDA 10.50 3.42

EBITDA 29,801 9,696
Lidea SpA Group

EV/Sales 1.89 1.51

Sales 102,941 82,159
AsterFarm d.o.o. Group

EV/Sales 0.48 0.43

Sales 84,263 74,822
Dr.Max Polska Sp. z 0.0., BRL Center Polska Sp. z 0.0. Group

EV/Sales 0.37 0.18

Sales 186,353 91,953
MagnaPharm Holdings Limited Group - Marketing and sales
CGU

Pre-tax discount rate 10.5% 37,8%

Growth rate in perpetuity 2.0% 0.0%

EBITDA margin 6.2% 6.0%
Dr. Max Romania Group - Retail CGU

Pre-tax discount rate 10.5% 13.0%

Growth rate in perpetuity 2.0% (1.8%)

EBITDA margin 2.1% 1.7%
Dr. Max Romania Group - Wholesale CGU

Pre-tax discount rate 10.5% 18.1%

Growth rate in perpetuity 2.0% (13.6%)

EBITDA margin 3.1% 1.6%
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8.12 INTANGIBLE ASSETS

EUR 000
Intangibles
n Brand Customer pact,(te:et!; 3"‘."" Prepayments
Intangible assets Note Software name relationships and construction : and c!ther
T and not yet intangibles
used
COSTS
Balance as at 1 January 2021 74,191 23,140 32,322 80,489 3,875 1,467 215,484
Additions 9,462 - - 4,939 11,244 794 26,439
Acquisition of a subsidiaries 7.1 7 - - 6,399 - 17 6,423
Transfers within the Group - - - (1,900) - - (1,900)
Transfers within the category 3,171 - - b (3,174) 3 -
Disposals (735) (577) (895) 2) (271) (1,007) (3,487)
Exchange difference 996 (357) (500) (983) (5) 1 (848)
Balance as at 31 December 2021 87,092 22,206 30,927 88,942 11,669 1,275 242,111
Additions 3,986 = = 7,789 17,495 164 29,434
Acquisition of a subsidiary 7.1 55 - - - - 5 60
Transfers within the Group* 640 - - 140 (780) - -
Transfers 11,461 - - 4,498 (16,034) 75 -
Disposals (5,530) - - (1,579) (509) (16) (7,634)
Exchange difference 1,114 (31) 9) 8,477 82 25 9,658
Balance as at 31 December 2022 98,818 22,175 30,918 108,267 11,923 1,528 273,629

ACCUMULATED AMORTISATION AND

IMPAIRMENT
Balance as at 1 January 2021 (53,656) (1,978) (10,237) (1,863) - (956) (68,690)
Amortisation 8.5 (13,221) (1) (3,474) (938) - (439) (18,073)
Acquisitions of subsidiaries 7.1 2) - - - - - 2)
Transfers within the Group - - - 220 - - 220
Disposals 452 577 895 - - 451 2,375
Exchange difference (526) 22 169 (103) - 1 (437)
Balance as at 31 December 2021 (66,953) (1,380) (12,647) (2,684) - (943) (84,607)
Amortisation 8.5 (13,902) (14,703) (3,384) (780) - (124) (32,893)
Amortisation on acquisition of a subsidiary 7.1 (35) - - - - - (35)
Transfers within the Group - - - - - - -
Transfers 1,176 - - (1,176) - - -
Disposals 4,836 - - 996 - 15 5,847
Exchange difference (782) 79 16 (8,425) - (200) (9,312)
Balance as at 31 December 2022 (75,660) (16,004) (16,015) (12,069) - (1,252) (121,000)

NET BOOK VALUE
Balance as at 31 December 2021 20,139 20,826 18,280 86,258 11,669 332 157,504
Balance as at 31 December 2022 23,158 6,171 14,903 96,198 11,923 276 152,629

Major additions represent Software and Intangibles under construction which relate to development of new
software.

During 2022 (2021) the Company did not capitalize any borrowing costs and there were no government grants
for the purchase of intangible assets.

Out of the total carrying value, the following relates to the above-mentioned intangibles:
e Qut of the total balance of Other patents and licenses of EUR 96,198 thousand, EUR 92,968 thousand
relate to pharmacy licenses with indefinite useful life and the rest relate to “exception” licenses that are
amortised over their remaining useful economic life;
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e customer relationships of EUR 14,903 thousand comprise of existing customer relationship with wholesale
business and have useful lives between 5 to 9 years; and
e Brand name of EUR 6,171 thousand relate to Mediplus brand (for more information see below).

Brand name

EUR 000
Brands with indefinite useful life
Mediplus 6,171 6,182
Sensiblu ! - 14,644
Balance as at 31 December 6,171 20,826

An analysis of product life cycle studies and market and competitive trends provides evidence that the product
will generate net cash inflows for the Group for an indefinite period. Therefore, the brands are carried at cost
without amortisation, but are tested for impairment.

Impairment of Intangible assets - with indefinite useful life

Based on the calculation, the estimated recoverable amount exceeds the carrying amount, and therefore
no impairment of the brands was recognised as at 31 December 2022 and 31 December 2021. The calculation
was based on the budgets for 2023-2027 (2022-2026) using the relief from royalty method considering
the following inputs:

In % Mediplus ‘ Sensiblu
2022
Pre-tax discount rate 10.5 N/A
Growth rate in perpetuity 3.0 N/A
Royalty rate 0.1 N/A
2021
Pre-tax discount rate 12.9 12.9
Growth rate in perpetuity 3.0 3.0
Royalty rate 0.1 3.0

Based on testing of (the Mediplus and Sensiblu) brands for impairment as at 31 December 2022 and 2021, three
key inputs were identified that would need to change significantly for the carrying amount to exceed
the recoverable amount. The following table shows the amount by which these inputs would have to change
for the estimated recoverable amount to equal the carrying amount.

in percentage point From ‘ To
2022
Mediplus
Pre-tax discount rate 10.5 22.37
Growth rate in perpetuity 3.0 (28.3)
Royalty rate 0.1 0.04
2021
Mediplus
Pre-tax discount rate 12.9 18.7
Growth rate in perpetuity 3.0 -8.14
Royalty rate 0.1 0.06
Sensiblu
Pre-tax discount rate 12.9 12.2
Growth rate in perpetuity 3.0 2.5
Royalty rate 3.0 2.9

Sensiblu was a brand used on Romanian market. During 2022 the Group took a decision to rebrand all pharmacies located in Romania to
“Dr. Max” instead of “Sensiblu”. Therefore, the Brand was from that moment of no use and therefore the Group changed its estimation of
useful life from indefinite to definite and the brand was fully amortised.
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Impairment of Intangible assets - other

The Group performed impairment testing on all intangible assets showing impairment indicators which mainly
relates to Software. As a result of the impairment testing, no impairments (2021: EUR 0 thousand) have been
recognised.

Impairment testing of pharmacy licenses, customer relationships has been performed together

with the impairment testing of Goodwill relating to Romania business and no impairment was recognised.
Assumptions used for impairment testing are described in Note 8.11 Goodwiill.
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8.13 PROPERTY, PLANT AND EQUIPMENT

EUR 000
: Leasehold ts:::t FfI:(t::Ir:;::
Property, plant and equipment ":':‘Lo;:::;zn:: construction equiptr::zl:é
buildings CLL) no.:zee: and
vehicles
COSTS
Balance as at 1 January 2021 101,676 4,344 119,663 225,683
Additions 8,335 12,729 17,881 38,945
Acquisition of subsidiaries 7.1 1,196 b 816 2,012
Transfers within the Group 1,900 - - 1,900
Transfers 951 (3,745) 2,794 -
Disposals (4,577) (89) (10,207) (14,873)
Exchange difference 885 66 1,775 2,726
Balance as at 31 December 2021 110,366 13,305 132,722 256,393
Additions 6,692 21,329 23,243 51,264
Acquisition of subsidiaries 7.1 2,078 30 5,997 8,105
Transfers within the Group - (2,403) 2,403 -
Transfers 9,299 (13,451) 4,152 =
Disposals (3,473) (30) (14,495) (17,998)
Exchange difference 821 2) 1,485 2,304
Balance as at 31 December 2022 125,783 18,778 155,507 300,068
ACCUMULATED DEPRECIATION AND IMPAIRMENT
Balance as at 1 January 2021 (46,484) - (79,448) (125,932)
Depreciation 8.5 (6,373) - (13,517) (19,890)
Acquisition of subsidiaries 7.1 (178) - (499) (677)
Impairment 8.6 83 - (79) 4
Transfers (220) - (220)
Disposals 2,437 - 9,557 11,994
Exchange difference (519) - (905) (1,424)
Balance as at 31 December 2021 (51,254) - (84,891) (136,145)
Depreciation 8.5 (7,801) - (18,076) (25,877)
Acquisition of subsidiaries 7.1 (546) - (4,253) (4,799)
Impairment 8.6 153 - (125) 28
Transfers within the Group (206) - 206 0
Disposals 2,184 - 13,207 15,391
Exchange difference (462) - (679) (1,141)
Balance as at 31 December 2022 (57,932) - (94,611) (152,543)
NET BOOK VALUE
Balance as at 31 December 2021 59,112 13,305 47,831 120,248
Balance as at 31 December 2022 67,851 18,778 60,896 147,525

Impairment of property plant, equipment

The Group performed impairment testing on all assets showing impairment indicators which mainly relates to fixed
assets of loss-making pharmacies. As a result of the impairment testing performed, additional impairments
of EUR 719 thousand (2021: EUR 424 thousand) have been recognised, and reversal of impairment of EUR 501
thousand relating to prior years charges (2021: EUR 1,163 thousand) were recognised in current year.

Property, plant and equipment pledged as security

The details of property, plant and equipment pledged as security for bank borrowings are disclosed in note
8.21 Interest-bearing loans and borrowings to the financial statements.
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Leasehold improvements, land and buildings and others

Out of the total carrying value of EUR 67,855 thousand (2021: EUR 59,116 thousand), an amount of EUR 33,612
thousand (2021: EUR 22,223 thousand) relates to leasehold improvements. The remaining carrying amount
represents owned land and buildings.

During 2022 (2021) the Company did not capitalize any borrowing costs and there were no government grants
for the purchase of property, plant and equipment.

8.14 RIGHT-OF-USE ASSETS

The Group has lease contracts for rent of commercial spaces, motor vehicles and other equipment used in its
operations. Leases of commercial spaces generally have average lease terms of 8 years, while motor vehicles
and other equipment generally have average lease terms of 4 years. The Group’s obligations under its leases are
secured by the lessor’s title to the leased assets. There are several lease contracts that include extension options
and variable lease payments, which are further discussed below.

The Group also has certain leases of machinery with lease terms of 12 months or less and leases of office
equipment with low value. The Group applies the ‘short-term lease’ and ‘lease of low-value assets’ recognition
exemptions for these leases.

Set out below are the carrying amounts of right-of-use assets recognised and the movements during the period:

EUR '000

Leasehold Fixtures,
improvements fittings, tools,
and land and equipment and

Right-of-use assets

buildings vehicles
Balance as at 1 January 2021 372,258 19,726 391,984
Additions 113,512 9,168 122,680
Depreciation 8.5 -60,800 -6,422 -67,222
Other 7,446 -1,469 5,977
Balance as at 31 December 2021 432,416 21,003 453,419
Additions 133,178 17,904 151,082
Acquisition of subsidiaries 7.1 11,192 - 11,192
Depreciation 8.5 (65,061) (8,111) (73,172)
Other 5,331 402 5,733
Balance as at 31 December 2022 517,056 31,198 548,254

8.15 LOANS PROVIDED

EUR 000
Loans provided Note 2022 2021
Non-current assets
Loans provided to related parties 8.27 1,035,320 684,222
Loans provided to third parties 260 -
Subtotal 1,035,580 684,222

Current assets

Loans provided to related parties 8.27 68,021 55,771
Loans provided to third parties 2,179 -
Subtotal 70,200 55,771
Total 1,105,780 739,993
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Loans provided to related parties basic terms are as follows:

EUR 000

Nature Currency Interest rate Maturity date

Loans provided to immediate parent company EUR 4.30% 30 June 2029 459,129
Loans provided to immediate parent company EUR 5.37% 30 June 2029 106,964
Loans provided to immediate parent company EUR 1.54% - 7.39%* 15 April 2023 - 1 February 2030* 409,495
Loans provided to immediate parent company CzK 4.56% - 7.64%%* 28 July 2023 - 4 March 2026* 56,561
Loans provided to other related party EUR 3.17% 29 December 2025 71,192
Loans provided to related parties 1,103,341

*Each tranche is provided on arm'’s length principle with interest rate reflecting specific due date, currency and amount.

EUR 000

Nature Currency Interest rate Maturity date

Loans provided to immediate parent company EUR 2.56% - 5.4% 2022 - 2028 608,449
Loans provided to immediate parent company CzK 4.33% - 5.44% 2022-2026 61,655
Loans provided to other related party EUR 3.17% 2025 69,033
Other immaterial loans provided to other related
856
party
Loans provided to related parties 739,993

Fair values

The carrying amount of loans and advances approximate their fair values as at the statement of financial position
date.

Loans provided pledged as security

The details of loans and advances pledged as security for bank borrowings are disclosed in note 8.21 Interest-
bearing loans and borrowings to the financial statements.

8.16 TRADE AND OTHER RECEIVABLES

EUR ‘000
Trade and other receivables ) [ 2022 2021
Non-current assets
Trade receivables from third-party 2,238 2,869
Other receivables and prepayments from third-party 5,765 5,110
Other receivables and prepayments from related parties 8.27 260 -
Subtotal 8,263 7,979

Current assets

Trade receivables from third-party 494,651 381,474
Trade receivables from related parties 8.27 6,359 4,953
VAT and other taxes receivables 5,704 3,580
Other receivables and prepayments from third-party* 166,777 106,138
Other receivables and prepayments from related parties 8.27 297 -
Allowance for expected credit losses (8,872) (7,078)
Subtotal 664,916 489,067
Net 673,179 497,046

* Qutstanding balance as at 31 December 2022 includes among other items also supplier bonuses of EUR 90,843 EUR (2021: EUR 71,731 thousand), receivables
against factoring companies of EUR 31,958 thousand (2021: EUR 5,176 thousand) and prepaid rent and rent deposits of EUR 9,957 thousand (2021: EUR 3,937
thousand).
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The carrying amount of trade and other receivables approximate their fair values as at the statement of financial
position date.

The details of trade and other receivables pledged as security for bank borrowings are disclosed in the note
8.21 Interest-bearing loans and borrowings to the financial statements.

Ageing and impairments of non-current and current trade receivables
EUR 000

Ageing of trade receivables, Ageing of trade receivables,
Ageing and impairments not impaired impaired

Due 397,029 333,519 25 77
Overdue up to 3 months 91,751 40,040 124 23
Overdue 3-6 months 5,168 5,361 596 125
Overdue 6-12 months 230 3,062 1,525 793
Overdue more than 12 months 198 235 6,602 6,060
Total 494,376 382,217 8,872 7,078

Movement in the allowance of doubtful debts

EUR ‘000

Movement in the allowance of doubtful debts Note 2022 2021

Opening balance (7 078) (8,802)
Expected credit losses 8.7 (273) 1,770
Acquisition of subsidiaries (1,425) (14)
Exchange difference (96) 32)

Closing balance (8,872) (7,078)

8.17 INVENTORIES

EUR 000

Inventories 2022 2021
Raw materials 16,408 9,001
Work in progress 569 169
Finished products and merchandise stock 462,512 371,074

Inventories at cost 479,489 380,244

Impairment (11,951) (10,036)

Total inventories at the lower of cost and net realisable value 467,538 370,208

Cost of inventories recognised as an expense during the year amounted to EUR 2,512,983 thousand (2021: EUR
2,112,354 thousand) out of which EUR 1,893 thousand (2021: EUR 1,403 thousand) represents impairment loss
of inventory and EUR 294 thousand (2021: EUR 1,543 thousand) represents reversal of impairment from previous
years.

The details of inventory pledged as security for bank borrowings are disclosed in note 8.21 Interest-bearing
loans and borrowings to the financial statements.
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8.18 CASH AND CASH EQUIVALENTS

Cash and cash equivalents included in the statement of cash flows comprise the following amounts:

EUR 000

Cash and cash equivalents 2022 2021 ‘
Cash in hand 7,972 5,045
Cash at bank 164,125 115,623

Total 172,097 120,668

Reconciliation of cash flow statement

EUR ‘000

Reconciliation of cash flow statement 2022 2021
Balances as above 172,097 120,668
Balances per statement of cash flows 172,097 120,668

Difference - -

Fair values
The fair value of cash and cash equivalents equal their carrying amounts as at year-end.

Cash and cash equivalents pledged as security

The details of cash and cash equivalents pledged as security for bank borrowings are disclosed in note
8.21 Interest-bearing loans and borrowings to the financial statements.

8.19 ASSETS AND LIABILITIES HELD FOR SALE

The Group held for sale non-current assets in net book value EUR 1,876 thousand (2021: EUR 2,871 thousand)
that relate to land and other properties to be sold.

8.20 EQUITY

Share capital

Share capital

Number of Number of

e e Value in EUR T ETes Value in EUR
Authorised capital
26,000 ordinary shares of EUR 1,00 each 26,000 26 26,000 26
50,000 redeemable preference shares of EUR 0,10 each 50,000 5 50,000 5
Total 76,000 31 76,000 31
Issued, called up and fully paid
25,631 ordinary shares of EUR 1,00 each 25,631 26 25,631 26
46,000 redeemable preference shares of EUR 0,10 each 46,000 4 46,000 4
Total 71,631 30 71,631 30
EUR 000
Number of shares Share capital Share premium
Balance as at 31 December 2022 71,631 30 540,110
Balance as at 31 December 2021 71,631 30 540,110
Dividend

There was no transfer of dividends recognized as distributions to owners during the current and previous period.
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Non-controlling interests

On 24 November 2022, the Group acquired an additional 2.3% interest in the voting shares of Cefarm Rzeszow
SA (company belongs to BRL Center — Polska Sp.z.0.0. Group), increasing its ownership interest to 100%.

Following is a schedule of additional interest acquired in Cefarm Rzeszow SA:

EUR ‘000

Non-controlling interests 2022 ‘
Carrying amount of non-controlling interests acquired 274
Consideration paid to non-controlling interests * 274

Excess of consideration paid recognised in the transactions
with non-controlling interests reserve within equity

* The cash consideration of EUR 274 thousand was not paid as at 31 December 2022 and it was presented as a part of “Other payables and
liabilities (line Creditors and accruals in the statement of financial position).

8.21 INTEREST-BEARING LOANS AND BORROWINGS

EUR ‘000
Interest-bearing loans and borrowings Note 2022 2021

Non-current interest-bearing loans and borrowings

Bank borrowings 8.28 773,803 397,165
Loans from related parties 8.27,8.28 604,039 634,485
Corporate bonds and other debt securities 299,604 244,842
Other borrowings 168 -
Subtotal 1,677,614 1,276,492

Current interest-bearing loans and borrowings

Bank borrowings 8.28 50,146 49,236
Bank overdrafts 8.28 50,009 24,254
Loans from related parties 8.27,8.28 - 24,041
Corporate bonds and other debt securities 48,003 48,117
Other borrowings 533 -
Subtotal 148,691 145,648
Total 1,826,305 1,422,140
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Bank borrowings and overdraft

During the reporting period Senior term and revolving facility agreement was signed to extend the available
financing for the Group by increasing the facility’s total amount and the term of the existing loan.

Club bank loan provided on 11 December 2018 was increased resulting into outstanding balance of the revolving
facility in the amount of EUR 50,000 thousand and outstanding balance of the term facility in the amount
of EUR 850,000 thousand as at 30™ June 2022.

Basic terms and outstanding balances of bank borrowings and overdrafts as at 31 December 2022 are as follows:

EUR 000
Interest rate
Currency —————————————————————— Maturity date
Variable Margin
Long term facility EUR 3M EURIBOR 2,5% 30 June 2029 628,843
Long term facility EUR 3M EURIBOR 2,5% 30 June 2029 193,790
Revolving facility EUR 3M EURIBOR 1,7% 30 June 2024 50,009
Other bank borrowing EUR 6M EURIBOR 2,4% 13 July 2029 180
Other bank borrowing EUR - 2,48% 17 March 2023 200
Other bank borrowing RSD 1M BELIBOR 2,5% 16 July 2024 146
Other bank borrowing RSD 1M BELIBOR 2,0% 10 April 2024 318
Other bank borrowing RSD 1M BELIBOR 2,5% 22 December 2024 337
Other immaterial bank borrowings balances 135
Total bank borrowings 873,958
Loans provided by other related party EUR - 5.35% 31 December 2025 12,943
Loans provided by other related party EUR - 5.05% 21 March 2026 195,073
Loans provided by other related party EUR - 3.37% 31 December 2024 47,608
Loans provided by other related party EUR - 3.37% 31 December 2024 34,364
Loans provided by other related party CzZK - 3.36% 3 June 2024 1,344
Loans provided by other related party CzZK - 5.80% 31 December 2024 16,983
Loans provided by other related party EUR - 4.35% 11 May 2030 41,418
Loans provided by other related party EUR - 4.39% 18 June 2026 160,831
Loans provided by other related party CzZK - 5.80% 31 December 2024 12,045
Loans provided by other related party EUR - 4.39% 18 June 2026 26,580
Loans provided by other related party EUR - 3.37% 31 December 2024 50,719
Loans provided by other related party EUR - 3,41% 13 January 2024 4,131
Total loans provided by related parties 604,039
Other immaterial loan balances 701
Issued bonds* CzZK - 4,40 - 4,95% 2023 - 2025 12,587
Issued bonds* EUR - 3,45-5,10% 2023 - 2030 335,020
Total bonds 347,607
Total 1,826,305

*Balances are presented net.
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EUR ‘000
Currency w Maturity date
\ELEDL Margin
Long term facility EUR 3M EURIBOR 1.70% 11 December 2025 244,059
Long term facility EUR 3M EURIBOR 1.85% 11 December 2025 129,454
Long term facility CzK 3M PRIBOR 2.87% 11 December 2025 72,888
Bank overdraft EUR 6M PRIBOR 1.00% - 18,500
Bank overdraft RON 3M ROBOR 1.20% - 4,810
Bank overdraft PLN 3M WOBOR 1.20% - 944
Total bank borrowings 470,655
Loans provided by other related party EUR - 5.35% 31 December 2022 24,018
Loans provided by other related party EUR - 5.00% 31 December 2023 156,093
Loans provided by other related party EUR - 4.56% 31 December 2024 64,869
Loans provided by other related party EUR - 5.22% 31 December 2026 185,788
Loans provided by other related party EUR - 4.56% 31 December 2030 39,773
Loans provided by other related party EUR - 4.56% 31 December 2026 158,316
Loans provided by other related party EUR - 3.61% 31 December 2024 12,039
Loans provided by other related party CzK - 3.61% 31 December 2024 1,260
Loans provided by other related party CzZK - 6.04% 31 December 2024 16,347
Other immaterial loan balances 23
Total loans provided by related parties 658,526
Issued bonds CzZK - 4,15 -4,95% December 2021 — February 2025 61,264
Issued bonds EUR - 3,63 -5,15% November 2022 — December 2028 231,695
Total bonds 292,959
Total 1,422,140

As of 31 December 2022, the undrawn borrowing facilities amounted to EUR 45,000 thousand (2021: EUR 5.000
thousand).

For more information on remaining contractual maturity of interest-bearing loans and borrowings refer to note
9.5 Liquidity risk.

The fair value of the current interest-bearing loans and borrowings equals their carrying amounts. The fair value
of non-current borrowings reasonably approximates their carrying amounts.

Assets pledged

Bank borrowings and bank overdrafts in the total carrying amount of EUR 872,642 thousand have been provided
by UniCredit Bank Czech Republic and Slovakia a.s., Komercni Banka a.s., BRD — GROUPE SOCIETE GENERALE
S.A., Bank of China (gentral and Eastern Europe) Limited, ING Bank N.V., Prague Branch, ING Bank N.V., pobocka
zahraninej banky, Ceska spofitelna, a.s., Industrial and Commercial Bank of China Limited, Prague Branch,
odsteépny zavod, Tatra banka, a.s., Raiffeisenbank a.s., Ceskoslovenska obchodni banka, a.s. and Santander Bank
Polska S.A. (“Lending parties”) to the subsidiary companies CESKA LEKARNA HOLDING, a.s. and Baramoore
International s.r.o.

The above bank borrowings are secured by:

e shares or ownership interests,
e other assets except shares or ownership interests (mainly working capital) and
e enterprise of companies incorporated in Czech Republic.
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For more information and breakdowns about pledges see tables below.

EUR ‘000

Pledges
Shares or ownership interests 2022

Held by GLEBI HOLDINGS PLC
Pharmax Holdings Limited 100%

Held by Pharmax Holdings Limited

CESKA LEKARNA HOLDING, a.s. 100%
Dr. Max Holding SK, a.s. 100%
BRL Center — Polska Sp.z.0.0. 100%
Baramoore International s.r.o. 100%
Dr.Max S.R.L. (formerly Sensiblu S.R.L. (part of Dr. Max Romania Group)) 100%
Mediplus EXIM S.R.L. (part of Dr. Max Romania Group) 100%
MagnaPharm Holdings Limited 100%
MagnaPharm Marketing & Sales Romania S.R.L. 100%
Lidea SpA 100%
ViaPharma s.r.o. 100%
EUR ‘000
Pledges - 2022
Other items except shares or ownership interests
Intangible assets (only trademarks)? 203,503
Loans provided 662,466
Trade and other receivables 487,901
Inventories 287,804
Cash and cash equivalents 89,253
Total 1,730,927
EUR 000
Pledges : : 2022
Enterprise incorporated in Czech Republic
iy P . . 170,408
(of CESKA LEKARNA HOLDING, a.s., Baramoore International s.r.o., Dr. Max BDC, s.r.o. and ViaPharma s.r.o.) !
Total 170,408

2 Pledge over the material trademarks, registered as international trademarks, (owned by Dr. Max BDC, s.r.0.) are not recognised
in the statement of financial position for IFRS purposes (there are recognised only according to CZ GAAP under Czech law).
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8.22 PROVISIONS
Set out below are the movements in each class of provision that occurred during the year:

EUR '000

Guarantees,
contractual Employee Other

OO issues and benefits provisions

Balance as at 1 January 2021 1,313 28,148 540 30,001
Provisions made during the year 402 25,730 - 26,132
Acquisition of subsidiaries 7.1 - 20 - 20
Provision used during the year (240) (9,547) - (9,787)
Provision reversed during the year (417) (1,855) - (2,272)
Reclassification 80 (878) - (798)
Changes through OCI - (248) - (248)
Unwinding of discount - 199 - 199
Exchange difference -50 988 - 938

Balance as at 31 December 2021 1,088 42,557 540 44,185
Provisions made during the year 3,071 26,309 - 29,380
Acquisition of subsidiaries 7.1 2 624 - 626
Provision used during the year (181) (16,728) - (16,909)
Provision reversed during the year (605) (4,007) - (4,612)
Changes through OCI - 149 - 149
Unwinding of discount - 266 - 266
Exchange difference ) 751 - 749

Balance as at 31 Dec 2022 3,373 49,921 540 53,834

Employee benefit provision comprises of:
e provision for employee bonuses,
e provision for unused vacation and
e provision for long term incentive.

Balance of Provision for employee bonuses and unused vacation was as at 31 December 2022
in the amount of EUR 22,283 thousand (2021: EUR 19,126 thousand) and it is expected to be used within the next
12 months.

Balance of Provision for long term incentive was as at 31 December 2022 in the amount of EUR
23,744 thousand (2021: EUR 17,039 thousand). The provision represents the fair value of future expected cash
outflows relating to benefit entitlement of top management for their services provided, discounted at a rate
of 1,5% attributable for the period where services have already been provided. A long-term incentive scheme
("LTI") was introduced for selected members of top management of Group companies in 2014 and further updated
during 2019. The LTI scheme is tied mainly to the financial performance of the Group or respective country,
evaluated based on key management indicators (i.e., EBITDA, Operating cash flow) and is payable
to the members of top management. The rights are granted after three years from the grant date. The long-term
incentive scheme is concluded every year for 3 year vesting period and the pay-out relating to the oldest vesting
period will be settled in the next 12 months.
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8.23 DERIVATIVE FINANCIAL INSTRUMENTS

The Group has the following derivative financial instruments in the following line items in the balance sheet:

EUR ‘000
Derivate financial assets 2022 2021
Hedging derivatives (Interest rate swaps) 48,609 -
- thereof non-current 33,542 -
- thereof current 15,067 -
Hedging derivatives (Cross-currency swaps) 2,393 -
- thereof non-current 2,393 -

- thereof current - -

Derivatives for trading (Foreign currency forwards) 199 -

- thereof non-current - -

- thereof current 199 -
Total 51,201 -
EUR ‘000
Derivate financial liabilities

Hedging derivatives (Interest rate swaps) - (455)

- thereof non-current = (455)

- thereof current - -

Derivatives for trading (Foreign currency forwards) - .

- thereof non-current - -

- thereof current - -
Total - (455)

On 30th of June 2022, the Group entered into a Senior Term and Revolving Facilities Agreement with financing
banks to extend the available financing for the Group by increasing the facility’s total amount and the term
of the existing loan. In 2022, the Company concluded interest rate swaps (IRS) with ING bank and KB Bank
to hedge its interest rate exposure and completed already existing hedging. For more information see note
8.21 Interest-bearing loans and borrowings.

The notional amount, maturity, hedge ratio and the related currency for the derivate financial instruments
presented as the hedging derivates are included in the tables below:

EUR '000

Notional

Derivate financial amount Fair value

as at

instruments Currency Maturity date Underlying * as at
(Notional amount) 31 December
2022

31 December
2022

Interest rate swap [1] ** EUR 31 December 2025 3M EURIBOR 1:1 192,000 12,225
Interest rate swap [2] ** EUR 31 December 2025 3M EURIBOR 1:1 124,650 9,261
Interest rate swap [3] EUR 29 June 2029 3M EURIBOR 1:1 200,000 10,716
Interest rate swap [4] EUR 29 June 2029 3M EURIBOR 1:1 38,840 1,893
Interest rate swap [5] EUR 30 June 2029 3M EURIBOR 1:1 155,360 7,095
Interest rate swap [6] EUR 29 March 2029 3M EURIBOR 1:1 100,000 875
Subtotal 810,850 42,065
Interest rate swap [7] ** EUR 30 June 2029 3M EURIBOR 1:1 100,000 5,421
Interest rate swap [8] ** EUR 31 March 2029 3M EURIBOR 1:1 100,000 1,123
Total 1,010,850 48,609

* Effectively hedged at range of 1.23% - 2,27%.
** IRS [1] and IRS [2] cover future cash flows on the interest payments till 31 December 2025 and are followed by IRS [7] and IRS [8] closed during reporting
period to cover the rest of the cashflows till the maturity date of the related bank borrowings.
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The Group has the following cross currency swap as of 31 December 2022:

EUR ‘000

Derivate financial instruments : : Hedge LD LG

P p—— Currency Maturity date Underlying* ratio asat 31 Decel;:zezr
Cross currency swap CzK 27 March 2026 5.15% p.a. 1:1 6,155
Cross currency swap CzK 25 April 2025 6% p.a. 1:1 9,143
Cross currency swap CzK 25 April 2025 6% p.a. 1:1 1,017
Cross currency swap CzK 25 April 2025 6% p.a. 1:1 1,927
Cross currency swap CzK 27 June 2024 8% p.a. 1:1 4,978
Cross currency swap CzK 27 June 2024 8% p.a. 1:1 2,964
Cross currency swap CzK 27 June 2024 8% p.a. 1:1 6,064
Cross currency swap CzK 12 July 2024 8% p.a. 1:1 1,018
Cross currency swap CzK 12 July 2024 8% p.a. 1:1 5,074
Cross currency swap CzK 24 November 2023 8% p.a. 1:1 5,136
Cross currency swap CzK 18 March 2026 8.5% p.a. 1:1 9,528

Total Cross currency swap 53,004

In 2022, some derivatives do not meet the hedge accounting criteria, therefore, they are classified as “held
for trading” for accounting purposes and are accounted for at fair value through profit or loss. Some derivates
meet the hedge accounting criteria, therefore, they are classified as “hedging derivates” for accounting purpose
and are accounted for at fair value through equity.

Changes in the fair value of financial derivates meet the conditions for level 2 according to IFRS 13 (they are
derived from market quotations of currency forward rates, and interest yield curves, but are not directly tradable
in active financial markets).

The Group decided not to hedge Revolving facility due to its flexible characteristics and possibility to repay and
redraw the funds as and when required, according to Group"s needs.

EUR 000

Balance as at 1 January 2022 (455)
Add: Change in fair value of hedging instrument recognised in OCI 50,281
Less: reclassified from OCI to profit or loss (32)
Less: Deferred tax (9,067)
Exchange difference 46

Balance as at 31 December 2022 40,773

In addition to the amounts disclosed in the reconciliation of hedging reserves above, the following amounts were
recognised in profit or loss in relation to derivatives:

EUR ‘000
amounts ecopisamprofieorioss —————______am______om
Reclassified from OCI to profit or loss (32) -
Net gain/(loss) on foreign currency forwards (held for trading) 199 -

8.24 LEASE LIABILITIES

EUR ‘000
Lease liabilities 2022 2021
Lease liabilities — non-current 474,825 388,960
Lease liabilities — current 70,808 61,559
Total 545,633 450,519

Out of the total balance of lease liability EUR 769 thousand (2021: EUR 7.721 thousand) is payable to Related
parties.
68



GLEBI HOLDINGS PLC

+
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DrMax
FOR THE YEAR ENDED 31 DECEMBER 2022
The following are the amounts recognised in profit or loss:
EUR 000
Depreciation expense of right-of-use assets 73,172 67,222
Interest expense on lease liabilities 17,146 11,340
Expense relating to short-term leases 482 465
Expense relating to leases of low-value assets 175 287
Variable lease payments* 8,495 9,282
Total 99,470 88,596

*variable rent calculated based on the turnover of the commercial space

The Group had total cash outflows for leases of EUR 85,850 thousand (2021: EUR 65,132 thousand). The Group
also had non-cash additions to lease liabilities of EUR 146,334 thousand (2021: EUR 90,922 thousand).

The Group also subleases parts of its right-of-use assets. The income from these subleases was EUR 143 thousand
in 2022 (2021: EUR 620 thousand).

The Group has several lease contracts that include extension options. These options are negotiated
by management to provide commercial spaces for pharmacies in long-term view. Management exercises
significant judgement in determining whether these extension and termination options are reasonably certain
to be exercised. Total balance of net investment in the lease to Related parties was EUR 739 thousand (2021:
EUR 852 thousand).

8.25 CREDITORS AND ACCRUALS

EUR '000

Creditors and accruals

Non-current liabilities

Deferred and contingent purchase consideration from business combinations 7.1 850 -
Other payables and accruals 951 464
Subtotal 1,801 464

Current liabilities

Trade payables to third parties 991,199 718,346
Salaries and benefits 38,640 30,966
VAT and other tax payables 14,633 9,744
Trade payables to related parties 8.27 6,969 7,381
Deferred and contingent purchase consideration from business combinations 7.1 10,516 898
Other payables and liabilities* 24,288 9,727
Subtotal 1,086,245 777,062
Total 1,088,046 777,526

*Other payables and liabilities current include reverse factoring in the amount of EUR 3,283 thousand.

Fair values

The fair value of trade and other payables equal their carrying amounts.
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8.26 CONTINGENCIES AND COMMITMENTS

Guarantees

The Company issued guarantees with respect to outstanding liabilities of its subsidiaries arising from:

EUR ‘000

Guarantees 2022 2021
Purchase of goods 102 936 64 178
Rental agreements 9775 8 842
Other 12 890 3620

Total 125 601 76 640

Letter of credit

CESKA LEKARNA HOLDING, a.s. utilises a financing facility with a bank for letters of credit provided by the said
bank in connection with rental agreements. These letters of credit are to be used solely for the payment of arrear
rental expenses. As at 31 December 2022, the outstanding value of the letters of credit amounted to EUR 1,551
thousand (2021: EUR 3,159 thousand).

BRL Center — Polska Sp.z.0.0. and Dr.Max Sp. z o.0. utilise a financing facility with a bank for letters of credit
provided by the said bank in connection with rental agreements. These letters of credit are to be used solely
for the payment of arrear rental expenses. As at 31 December 2022, the outstanding value of the letters of credit
amounted to EUR 3,287 thousand (2021: EUR 2.892 thousand).

Dr. Max Romania Group utilise a financing facility with a bank for letters of credit provided by the said bank
in connection with rental agreements, supplier guaranties and other business-related letters of credit.
As at 31 December 2022, the outstanding value of the letters of credit amounted to EUR 22,215 thousand (2021:
EUR 17,054 thousand).

MagnaPharm Group utilises a financing facility with a bank for letters of credit provided by the said bank in
connection with rental agreements. These letters of credit are to be used solely for the payment of arrear rental
expenses. As at 31 December 2022, the outstanding value of the letters of credit amounted to EUR 2,947
thousand (2021: EUR 0 thousand).

Commitments

Significant capital expenditure contracted for at the end of the reporting period but not recognised as liabilities
is as follows:

EUR ‘000
Property, plant and equipment 1256
Intangible assets 42
Right-of-use assets 288
TOTAL 1586

8.27 RELATED PARTY BALANCES AND TRANSACTIONS

Set out below is the overview of transactions with related parties made during the current and previous reporting
period and outstanding balances as at 31 December 2022 and 31 December 2021 accordingly. All related party
transactions were made on terms equivalent to those that prevail in arm's length transactions.

Transaction with key management personnel

Key management personnel are defined as follows:

e Management board,
e Local CEO,
e Immediate subordinates of the local CEO.
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For more information see note 1.4 DIRECTORS OF THE COMPANY AND GROUP Management board and
local CEO.

Key management personnel compensation comprised the following:

EUR ‘000

Compensation of key management personnel 2022 2021
Short-term employee benefits 16,471 14,670
Post-employment benefits 1 21
Other long-term benefits 11,719 12,671
Termination benefits 105 66

Total 28,296 27,428

The amounts disclosed in the table are the amounts recognised as an expense during the reporting period related
to key management personnel.

Transactions with Immediate parent company and other related parties

EUR '000

Transactions with related parties Imme;l:::: rt:l):::c: Imme;:l::::: reoI::‘:;

IR pEER s cori:lpany parties corrt’lpany parties
Long-term loans provided* 8.15 964,128 71,192 1,035,320 614,908 69,314 684,222
Long-term trade and other receivables** 8.16 - 260 260 - - -
Short-term loans provided* 8.15 68,021 - 68,021 55,771 - 55,771
Short-term trade and other receivables** 8.16 6,565 91 6,656 - 4,953 4,953

Total assets 1,038,714 71,543 1,110,257 670,679 74,267 744,946
Long-term interest-bearing loans and borrowings 8.21 - 604,039 604,039 - 634,485 634,485
Short-term interest-bearing loans and borrowings 8.21 - - - - 24,041 24,041
Short-term trade and other payables 8.25 2,565 6,969 9,534 - 7,381 7,381

Total liabilities 2,565 611,008 613,573 - 665,907 665,907

*Subordinated loans in compliance with Senior term and revolving facility agreement, refer to note 8.21 for more information
**No expense has been recognised in the current year or prior year for bad or doubtful debts in respect of amounts owed by related parties.

For more information on related parties balances pledged as security by the Group refer to note 8.21 Interest-
bearing loans and borrowings.
EUR 000

Transactions with related parties
for the period from 1 January Immediate Immediate

to 31 December parent Other related parent

company parties company

Operating income and expenses

Income - 81,372 81,372 - 49,027 49,027
Expenses - (48,989) (48,989) - (22,175) (22,175)
Total net income/(expense) - 32,383 32,383 - 26,852 26,852

Interest income and expense

Income 8.9 34,757 2,159 36,916 21,537 2,725 24,262
Expenses 8.9 - (26,804) (26,804) (30,001) (30,001)
Total net income/(expense) 34,757 (24,645) 10,112 21,537 (27,276) (5,739)

During 2022, the Group purchased tangible assets from related parties in the amount of EUR 7,591 thousand
from other related parties.

71



GLEBI HOLDINGS PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DrMax
FOR THE YEAR ENDED 31 DECEMBER 2022

8.28 RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities arising from financing activities, including both cash
and non-cash changes. Liabilities arising from financing activities are those for which cash flows were, or future
cash flows will be, classified in the Group’s consolidated statement of cash flows as cash flows from financing
activities.

EUR ‘000

Reconciliation of liabilities Loans and

arising from financing activities borrowings*

Balance as at 1 January 2022 1,129,181 450,519 292,959 1,872,659

Changes from financing cash flows:
Proceeds from borrowings and loans received 599,019 - - 599,019
Proceeds from issuance of bonds - - 119,890 119,890
Proceeds from settlement of derivatives ® ® © -
Repayment of borrowings and loans received (277,726) ® © (277,726)
Repayment of bonds issued - - (68,588) (68,588)
Repurchase of own bonds issued - - (14,354) (14,354)
Payment of lease liabilities - (68,705) - (68,705)
Interest paid (29,821) (17,145) (804) (47,770)

Total changes from financing cash flows 291,472 (85,850) 36,144 241,766

Changes arising from acquisitions: 13,417 11,192 - 24,609

Other changes:
Changes in fair value - - - -
New leases - 146,334 - 146,334
Interest expense 49,153 17,146 16,015 82,314
The effect of changes in FX (24,832) 708 - (24,124)
Other non-cash movements (688) - - (689)
Foreign exchange differences arising from consolidation 20,995 5,584 2,489 29,068

Non-cash changes in liabilities from financing activities 44,628 169,772 18,504 232,904

Balance as at 31 December 2022 1,478,698 545,633 347,607 2,371,938

* Includes Bank borrowings, Loans from related parties and Other borrowings.
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EUR 000
Reconciliation of liabilities Loans and Lease
arising from financing activities borrowings* liabilities
Balance as at 1 January 2021 1,183,772 398,608 231,743 1,814,123
Changes from financing cash flows:
Proceeds from loans and borrowings received 150,449 - 59,323 209,772
Proceeds from settlement of derivatives - - - -
Repayment of loans and borrowings received (162,351) - - (162,351)
Payment of lease liabilities - (53,943) - (53,943)
Interest paid (89,809) (11,189) (11,856) (112,854)
Fees paid 632 - - 632
Total changes from financing cash flows (101,079) (65,132) 47,467 (118,744)
Changes arising from acquisitions: 2,161 - - 2,161
Other changes:
Changes in fair value - - - -
Leases additions * - 98,644 - 98,644
Changes in fair value - - - -
Interest expense 39,432 11,189 11,732 62,353
The effect of changes in FX 4,895 7,210 2,017 14,122
Non-cash changes in liabilities from financing activities 44,327 117,043 13,749 175,119
Balance as at 31 Dec 2021 1,129,181 450,519 292,959 1,872,659

73



GLEBI HOLDINGS PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Dr.Max"
FOR THE YEAR ENDED 31 DECEMBER 2022

9. FINANCIAL RISK MANAGEMENT

9.1 FINANCIAL RISK FACTORS

The Group’s activities expose it to a variety of financial risks: market risk (foreign currency risk and interest
rate risk), credit risk and liquidity risk. The Group’s overall risk management programme focuses
on the unpredictability of financial markets and seeks to minimise potential adverse effects on the Group’s
financial performance.

9.2 MARKET RISK - FOREIGN EXCHANGE RISK

Foreign exchange risk is the risk that the value of financial instruments will vary due to changes in foreign
exchange rates. Foreign exchange risk arises from recognised assets and liabilities and future commercial
transactions of each Group entity which are denominated in a currency that is not the entity’s functional
currency. The Group operates mainly in the Czech Republic, Slovak Republic, Italy, Poland, Serbia, Romania,
Bulgaria and Hungary and its subsidiaries are not significantly exposed to foreign exchange risk arising
from currency exposures, since the majority of the transactions are denominated in the functional currency
of the subsidiaries of the Group.

Profile of foreign denominated assets and liabilities for 2022 is as follows:

EUR ‘000
Non-Eurozone operations - Czech Republic (o744 EUR PLN RON
Loans provided n/a - - -
Trade and other receivables n/a 2,265 2,160 3,586
Derivative financial instruments n/a 39,821 - -
Cash and cash equivalents n/a 3,943 948 1,063
Total financial assets n/a 46,029 3,108 4,649
Interest bearing loans and borrowings n/a (872,643) - -
Other financial liabilities n/a - - -
Lease liabilities n/a (53,551) - (1,879)
Creditors and accruals n/a (12,049) (51) -
Total financial liabilities n/a (938,243) (51) (1,879)
Net FX risk position n/a (892.214) 3,057 2,770
EUR ‘000
Eurozone operations CzK V)13 PLN RON
Loans provided 56,561 n/a - -
Trade and other receivables - n/a - -
Derivative financial instruments - n/a - -
Cash and cash equivalents 640 n/a 1 -
Total financial assets 57,201 n/a 1 -
Interest bearing loans and borrowings (120,175) n/a - -
Other financial liabilities (534) n/a - -
Lease liabilities (347) n/a (632) “4)
Creditors and accruals - n/a - -
Total financial liabilities (121,056) n/a (632) (C))
Net FX risk position (63,855) n/a (631) 4)
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EUR 000

Non-Eurozone operations - Poland CzK EUR PLN RON
Loans provided - - n/a -
Trade and other receivables - 133 n/a -
Derivative financial instruments = = n/a =
Cash and cash equivalents - - n/a -
Total financial assets = 133 n/a =
Interest bearing loans and borrowings - - n/a -
Other financial liabilities - - n/a -
Lease liabilities - (1,255) n/a -
Creditors and accruals (24) (411) n/a -
Total financial liabilities (24) (1,666) n/a -
Net FX risk position (24) (1,533) n/a -

EUR 000
Non-Eurozone operations - Romania (o744 EUR PLN RON
Loans provided - - - n/a
Trade and other receivables - 2,098 - n/a
Derivative financial instruments - - - n/a
Cash and cash equivalents - 26,753 - n/a
Total financial assets - 28,851 - n/a
Interest bearing loans and borrowings - - - n/a
Other financial liabilities - - - n/a
Lease liabilities - (126,240) - n/a
Creditors and accruals - (18,623) - n/a
Total financial liabilities - (144,863) - n/a
Net FX risk position - (116,012) - n/a

Profile of foreign denominated assets and liabilities for 2021 is as follows:

EUR ‘000

Non-Eurozone operations - Czech Republic CzK V)3 PLN RON
Loans provided n/a 354,612 - -
Trade and other receivables n/a 3,702 876 -
Derivative financial instruments n/a - - -
Cash and cash equivalents n/a 4,233 985 699

Total financial assets n/a 362,547 1,861 699
Interest bearing loans and borrowings n/a (373,513) - -
Other financial liabilities n/a - - -
Lease liabilities n/a (44,303) - -
Creditors and accruals n/a (3,591) 92) -

Total financial liabilities n/a (421,407) (92) -

n/a
Net FX risk position n/a (58,860) 1,769 699
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EUR ‘000
Eurozone operations [or4 ¢ EUR PLN RON
Loans provided 61,654 n/a - -
Trade and other receivables - n/a - -
Derivative financial instruments - n/a - -
Cash and cash equivalents 25 n/a 1 -
Total financial assets 61,679 n/a 1 -
Interest bearing loans and borrowings (47,476) n/a b -
Other financial liabilities (518) n/a b -
Lease liabilities - n/a - -
Creditors and accruals (18) n/a - -
Total financial liabilities (48,012) n/a - -
Net FX risk position (13,667) n/a 1 -
EUR ‘000
Non-Eurozone operations - Poland (074 ¢ EUR PLN RON
Loans provided - - n/a -
Trade and other receivables - - n/a -
Derivative financial instruments - - n/a -
Cash and cash equivalents - - n/a -
Total financial assets - - n/a -
Interest bearing loans and borrowings - - n/a -
Other financial liabilities - - n/a -
Lease liabilities - - n/a -
Creditors and accruals - - n/a -
Total financial liabilities - - n/a -
Net FX risk position - - n/a -
EUR 000
Non-Eurozone operations - Romania CZK EUR PLN RON
Loans provided - - - n/a
Trade and other receivables - 1,764 - n/a
Derivative financial instruments - - - n/a
Cash and cash equivalents 1,028 2,010 - n/a
Total financial assets 1,028 3,774 - n/a
Interest bearing loans and borrowings - (1,147) - n/a
Other financial liabilities - - - n/a
Lease liabilities - (99,778) (787) n/a
Creditors and accruals (944) (17,185) - n/a
Total financial liabilities (944) (118,110) (787) n/a
Net FX risk position 84 (114,336) (787) n/a
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Sensitivity analysis

The following table details the impact that a depreciation of the Euro against the Czech Koruna, Polish Zloty
and Romanian Lei might have on the consolidated statement of comprehensive income and equity
of the Group. The positive amount reflects net potential gain and the negative amount a net potential loss.

EUR ‘000
Sensitivity analysis Change in FX rate Change in FX Impact on
P&L and equity rate  pgl and equity
EUR - CZK 1.00% 8,284 1.00% 726
EUR - PLN 1.00% 9 1.00% 34
EUR - RON 1.00% 1,160 1.00% 1,143

9.3 MARKET RISK - INTEREST RATE RISK

Interest rate risk is the risk that the value of financial instruments will fluctuate due to changes in market
interest rates. Variable interest-bearing instruments expose the Group to cash flow interest rate risk. Fixed
interest-bearing instruments expose the Group to fair value interest rate risk.

The Group is exposed to cash flow risk due to its bank borrowings obtained at variable interest rate. The Group
monitors monthly interest rates and acts accordingly. The Group obtains fixed interest-bearing loans
from the parent company and aims to maintain a balance of variable and fixed interest-bearing borrowings.

The Group is exposed to fair value risk due to its loans granted to and received from related companies at
fixed interest rates. The Group ensures that loans to and from related parties are granted and obtained at
competitive market rates and hence reduce fair value risk.

Interest profile of assets and liabilities for 2022 is as follows:

At the reporting date the interest rate profile of interest-bearing financial instruments of the Group was
as follows:
EUR ‘000

Interest profile

Loans provided to related parties 663,212 440,129 - 739,136
Loans provided to third parties - 2,439 - 857
Cash and cash equivalents 172,097 = 120,668

Total financial assets 835,309 442,568 120,668 739,993
Interest bearing loans and borrowings from related parties (604,039) - (658,504)
Interest bearing loans and borrowings from third parties * (50,990) (1,171,276) (112,389) (651,247)
Lease liabilities - (545,633) - (450,519)
Total financial liabilities (50,990) (2,320,948) (112,389) (1,760,270)
Net interest rate risk position 784,319 (1,878,380) 8,279 (1,020,277)

*The Group entered into hedging agreement in 2022, 2021 respectively. The Group is hedging Interest rate
risk for the EUR tranches of Bank borrowings with notional amount of EUR 1,010,850 thousand
(2021: EUR 352.512 thousand). Hedging relationship was assessed as effective and therefore changes in fair
value of the hedging instrument is presented directly in the Statement of changes of equity. For more
information see 8.23 Derivative financial instruments.

Sensitivity analysis

The tables below show the change in the net profit and equity of the Group due to possible change in interest
rates of the major currencies. The analysis assumes that all other variables, including foreign currency rates,
remain constant.
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EUR ‘000

Sensitivity analysis Impact on Impact on
P&L and equity P&L and equity

+1% for all currencies 7,843 83

-1% for all currencies (7,843) (83)

9.4 CREDIT RISK

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial
loss to the Group. Credit risk arises from cash and cash equivalents, trade receivables and loans as reflected
in these financial statements.

The credit risk on cash and cash equivalents is mitigated by placing cash and deposits with high credit-quality
financial institutions.

With respect to trade receivables, the Group has a policy to ensure that sales of products and services are
made to customers with an appropriate history and dealing with creditworthy clients. The credit risk of trade
debtors is continuously monitored through review of ageing profile of receivables and in certain cases credit
limits are established for each debtor.

Concentration of credit risk

Concentration of credit risk arises from financial instruments that have similar characteristics and are affected
similarly by changes in economic conditions. The Group considers receivables belonging to the same business
sector and/or account for more than 5% of the total receivables giving rise to credit risk concentration.

The Group has significant concentration of credit risk due to the fact that a significant amount of trade
receivables is due from limited number of health insurance companies in the Czech Republic and Romania.
The pharmaceutical industry is regulated by state; therefore, the Group has not developed any specific
strategies for mitigating this risk. In addition, the Group has a concentration of credit risk from loans granted
to related parties.

The following tables provide detail of concentration of credit risk.

EUR '000

Concentration of credit risk through exposure to

individual counterparties IO Gl i

Loans receivable from related parties 2 (2021:2) 1,103,341 739,712
Trade receivables from health insurance and other companies with significant 4(2021:1) 75,658 21,954
balances

Total 1,178,999 761,666

Analysis of Expected Credit Losses (ECL)

Trade receivables

The Group applies the IFRS 9 simplified approach in measuring expected credit losses which uses a lifetime
expected loss allowance for all trade receivables (including those with a significant financing component, lease
contracts and contract assets).

An impairment analysis is performed at each reporting date using a provision matrix produced by using historic
default and loss rates benchmarked to industry averages, made available by rating agencies in order
to measure expected credit losses. The loss rates are established by considering current conditions and future
economic conditions. To measure the expected credit losses, trade receivables and contract assets are grouped
together based on shared credit risk characteristics and the days past due. The contract assets relate
to unbilled revenue and have substantially the same risk characteristics as the trade receivables for the same
contracts. The Group has therefore concluded that the expected loss rates for trade receivables are
a reasonable approximation of the loss rates for the contract assets.
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The expected credit loss rates applied to the trade receivables and contract assets are close to zero,
which represents the historical default rates experienced by the Group, adjusted to reflect forward-looking
information on macroeconomic factors and industry default rates and loss rates affecting the ability
of the clients to settle the receivables.

On that basis, the loss allowance as at 31 December 2022 for both trade receivables and contract assets was
assessed to be minimal.

Cash and cash equivalents

While cash and cash equivalents are also subject to the impairment requirements of IFRS 9, the assessed risk
is assessed as low since the Group deals generally with high credit quality financial institutions. The Group
monitors credit quality and assess expected credit loss by reference to the banks’ external credit ratings
and relevant published default and loss rates. As the Group’s deposits are held in banks with high credit quality
ratings with generally investment grade, the credit loss is low resulting in an immaterial ECL.

Significant Increase in Credit Risk (SICR)

In applying the general model, the Group assessed at each reporting date whether there has been a significant
increase of credit risk. The Group compares the risk of default occurring on balance sheet date as compared
to risk of default occurring on origination of the financial asset. In order to make such assessment, the Group
uses qualitative and quantitative information and internal scoring about the borrower. Counterparties graded
as investment grade or based on quantitative and qualitative information possess the ability to repay their
debts in full under stress scenarios are considered as having low credit risk, for which 12-month ECL are
determined. Borrowers experiencing significant downgrading of grading (i.e. two notches) or moving category
below investment grade are considered as possessing significant increase in credit risk. Factors to consider
also include significant deterioration of KPI's, deterioration of debt service ratios and other covenants
and negative business or economic outlook.

Especially the following indictors are incorporated:

e Internal credit rating;

e Actual or expected significant adverse changes in business, financial or economic conditions that are
expected to cause a significant change to the borrower’s / counterparty’s ability to meet its obligations;

e Actual or expected significant changes in the operating results of the counterparty; and

¢ Significant changes in the expected performance and behaviour of the counterparty, including changes
in the payment status of the counterparty within the Group, and changes in the operating results of the
borrower.

Default and Impaired

e The Group uses various factors to determine whether a financial asset is in default and being impaired
including:
Concessions provided due to financial difficulties;
90 days past due;

e Significant deterioration of financial results and position, financial covenants, business and economic
outlook and KPIs resulting in the inability of the borrower to repay its debts; and

e Grading below investment grade.

Loans receivable

The Group assesses, on an individual basis, its exposure to credit risk arising from loans and other receivables.
This assessment takes into account, amongst others, history of defaults in the past adjusted for forward
looking information, qualitative and quantitative information of the borrower, future economic outlook and
performance of borrower and internal ratings calculated as explained above.

The following table contains and analysis of the credit risk exposure for loans receivable and other receivables

on the basis of the Group’s internal credit risk rating grades. The gross carrying amount below represents the
Group’s maximum exposure to credit risk on these assets as at 31 December 2022.
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EUR '000

Internal Credit Risk
on of category

rating grade

Stage 1

Performing Counterparty has a low risk of default and a strong capacity to meet contractual 1,103,341 739,993
cash flows

. Stage 2

Under Performing Counterparty with a significant increase in credit risk B ;
Stage 3

Non-Performing 90 days past due / concession provided / deterioration of credit standing / - -
unlikely to pay in full

The Group performs ECL calculations on an individual basis by using probability of default ("PD") (calculated
through the internal rating system) being applied on multiple economic scenarios, expected cash flows
and shortfalls of repayment. This results in a probability — weighted amount that is determined by evaluation
a range of possible outcomes. The stage 1 credit exposures bear low PD and possess strong capacity to repay
in full. Hence, the calculated ECL is deemed immaterial and therefore not recognized.
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9.5 LIQUIDITY RISK

Liquidity risk is the risk that arises when the maturity of assets and liabilities does not match. The responsibility for liquidity risk management rests with the Board
of Directors which has built an appropriate liquidity risk management framework and monitors rolling cash flow forecasts of the Group’s funding and liquidity
management requirements. Due to the dynamic nature of the underlying businesses, Group treasury maintains flexibility in funding by maintaining adequate
reserves, borrowing facilities, sufficient cash and highly liquid assets.

The following tables provide a summary of the Group’s remaining contractual maturity for its financial liabilities. The tables have been drawn up based
on the undiscounted cash flows of financial liabilities based on the earliest date on which the Group can be required to pay. The tables include both interest
and principal cash flows.

The adjustment column represents the contractual undiscounted future cash flows attributable to the instrument included in the maturity analysis which are not
included in the carrying amount of the financial liabilities on the consolidated statement of financial position.

EUR 000
Average Less than 3 - - -
effective T Ty e Less than 1 Between 1-2 Between 3-5 More than TatlG o Unspecified Future interest Total Net
8 year years years 5 years cash flows
interest rate demand
Interest bearing loans o B
and borrowings 4.49% 27,121 181,813 349,369 977,571 622,019 2,157,893 (331,588) 1,826,305
Lease liabilities 6.97% 23,163 68,859 81,047 212,608 283,182 668,859 = (123,226) 545,633
Creditors and accruals n/a 923,848 163,064 951 850 - 1,088,713 - (667) 1,088,046
Total 974,132 413,736 431,367 1,191,029 905,201 3,915,465 = (455,481) 3,459,984
EUR 000

Average
effective

interest
rate

Less than 3
months or on
demand

Less than 1
year

Between 1-2
years

Between 3-5
years

More than

5 years

Total Gross

Unspecified

Future
interest cash
flows

Total Net

L’;ﬁ;ﬁfﬂgﬁarmg loans and 3.91% 38,001 139,708 286,776 1,072,544 75,102 1,612,131 - (189,991) 1,422,140
Lease liabilities 2.45% 18,660 54,361 64,437 167,246 206,410 511,114 - (60,595) 450,519
Creditors and accruals n/a 554,281 222,618 - - - 776,899 798 (171) 777,526
Total 610,942 416,687 351,213 1,239,790 281,512 2,900,144 798 (250,757) 2,650,185
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9.6 FAIR VALUES

The fair value of the Group’s financial assets and liabilities approximate their carrying amounts
at the statement of financial position date.

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments
by valuation technique:
e Levell
Inputs are quoted prices in active markets for identical assets or liabilities that the Group can access
at the measurement date.

e Level 2
Inputs other than quoted market prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly.

e Level 3
Inputs are unobservable inputs for the asset and liability. Relates to all other items not included
in Level 1 or 2 and is represented mainly by items at carrying amounts.

Methods of determining fair values of financial instruments as at 31 December 2022
and 31 December 2021:

Fair value of financial assets and financial liabilities that are not measured at fair value
on a recurring basis (but fair value disclosures are required):

The directors consider that the carrying amount of financial assets and financial liabilities recognised
in the consolidated financial statements approximate their fair values due to regular annual reassessment
of fixed interest rates to be compliant with the market rates:

EUR '000

Financial assets

Loans provided Level 3 442,568 442,568 739,993 739,993
Financial liabilities

Interest bearing loans and borrowings Level 3 1,775,315 1,775,315 1,309,751 1,309,751
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9.7 CAPITAL RISK MANAGEMENT

For the purpose of the Group's capital management, capital includes issued capital, share premium
and all other equity reserves attributable to the equity holders of the parent and all intercompany loans due
from and to direct shareholder and other shareholder entities.

The primary objective of the Group's capital management is to maximise the shareholder value. The Group
manages its capital structure and makes adjustments in light of changes in economic conditions
and the requirements of the financial covenants. To maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, return capital to shareholders or issue new shares.

For the key indicators of Group performance see the table below.

EUR ‘000
2022 2021 2020
Equity 314,039 194,218 124,275
Profit for the year 79,161 84,669 22,857
Comprehensive income for the year 120,246 71,638 26,718
EBITDA 275,759 235,838 210,484

The management expects the above trend of generating positive EBITDA to continue, resulting into positive
total equity in the following reporting periods.

Bank covenants

In order to achieve the overall objective, the Group's capital management, among other things, aims
to ensure that it meets financial covenants. Breaches in meeting the financial covenants would permit
the bank to immediately call loans and borrowings.

Under the terms of the major borrowing facilities, the Group is required to comply with the following
financial covenants as of 31 December 2022:

e leverage ratio (i.e. Net debt3 to EBITDA*) - must not be more than 4.25 and

e debt service cover ratio (i.e. Cashflow® to Debt Service®) - must be more than 1.1.

The Group has complied with these covenants as at 31 December 2022 as well as throughout the reporting
period. No changes were made in the policies or processes for managing capital during the years ended
31 December 2022 and 2021.

3 Net debt is calculated as total Interest-bearing loans + part of lease liabilities (based on the bank’s agreement) — Cash and cash
equivalents.
+ EBITDA mainly consists of the consolidated profit before taxation (excluding the results from discontinued operations), finance
income / (expenses) and depreciation and amortisation.
5> Cashflow means EBITDA plus several adjustment (for example changes in working capital, provisions or movement regarding
dividends or other profit distribution)
6 Debt service mainly consists of: finance charges, all repayment of borrowings and part of lease’s repayment (according to contract
with bank)
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10. SUBSEQUENT EVENTS

There have been no events, including events related to the COVID-19 pandemic and invasion of Ukraine,
subsequent to period end which require adjustment of or disclosure in the consolidated financial statements
or notes thereto.
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