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EXCERPT FROM BUSINESS PLAN
Urgject - BUSINESS PRODUCTION CENTER FARMONT

I PROJECT CONTENT AND COMPANY BUSINESS PROILE

Farmuonl M.P. d.a.o, is 1 sompany that was founded in 2001, it belongs (o the group of small
und medium enterprises. Core businesy is distribution of medicines, medical devices and
sunilacy supplies to retail and wholegale, ad recently plantation cultivation, purchuse and
pracessing ol miedicinal herbs and forest fuits,

Compuny has within the scops of s development, considering Montenegrin and regional
markets aueds, made the decision to realize Investment program - Business Production center
with (wo compatible production prograns:

MUINCINE (DRUGS) PRODUCTION,

PURCHESING AND PROCESSING OF MEDICINAL AND AROMATIC HERBS
AND WILD FRUIT (PLANTATION GROWING AND REPURCHAST), a5 well as
MODERN DISTRIBUTIVE CENTER (eureent aetivity )

Regent implenwniation of Phase 1 of the 'roject and moving to & new location in Kosic -
Dunilovprad in e business ares of approximately 900 m® on o total land surface of' 12,060
ne, FARMONT next to present - MODLERN DISTRIBUTIVE ACTIVITY, began validution
uclivities with Montenegro Agency for medicines in part of newly built office space intended
lor - SECONDARY PRODUCTION OF MEDICINES, With this FARMONT would beeams
only manufaeturer of o wide tange of medicines in Mentehegro.

FARMONT, thercfore, consists nf:

- Muodern distribulive gentre In mewly built business space in Kosie - Danilovgrad -
FARMONT property;

- Secundiry medicing production in newly built business space in Kosic - Danilovgrad
(i phase of validation) - FARMONT property;

- Phormaey MEDEONFARM - Bul. 8v. Pela Cetinjskog br.45, Podgorics - long term
lense;

- Pharmacy MEDEQNFARM | - Masline bh (near health center), Podgoricy - lonyg
ferm jense;

- Land in Kosic - Danilovgrad « total arcy of 12,000 m2, where next to implemented
Phase 1. starled consiruction of business centre Phase [ of Invesiment (completed
faundations. carthworks and fnfrasuucture for total primazy production of medicines
atiel processing of medicinal lerbs and forest fruits} - FARMONT property;
Agricullural Cooperative in northern Monlenegro Murino - Mumicipalities Play, aren
aof approximately 93,032 m? with 100,000 raspberry seedlings and 3000 chokeberry
seedlings, ierigation system drop by drop on catire complex, and business space 0f 756
m* with installed covler, dryer and chambers for frozen program (4 chambers) -
FARMONT property,
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Rueside its pharmaeies PARMONT direelly or indirectly suplicy all pharmacies in privae
seelur im Montenegro therilory, as well oy clinies in privite sector,

In-wddition to private sector FARMONT hay big part in supplying state-heutth through
tenders, from owedieines to consimable medieal supplies and equipment,

FARMONT his all services: finaneial, comereial und delivery scervice, und omploys 35
warkers, Tean that Furmont possess s a yroup of responsible, cdueated and professional
peaple ol differnt peofiles: pharmueeists, doctors, ceonomists, binlogists, covrespondents,
plarmacenifoel assistunls, 1T experts and lopintic assislants.
Farmuont estabiished cuoperation and made purtnership with many successtul companies from
sepdon and world, in form of legol diswibwtor and exclugive representative of several major
companics, anwng whon:
Mendieines:
Abbut - USA
Haxter AQ Vienna
Wasmalijck  Bilt
Judize Cralenski fuborntorij-Rijeka, Croatia
1B35A - Switzerland ..,
Medical doviees.
= Beclon Dickingon
Boston Seiendiliv
Elilech
Nehiiley
Tusama - Sloveniza.....

NNy

v

AL R Y

FARMONT Inssiness profile, smong oihay, is!
Sinee its beginning (2001.) FARMONT records, every yeur, positive resalt,
Compuny has cunston? turnover inerease in avernge 10 o 15% yearly., with the fact

that iv world ceonomy erisis year 2008, increuse in turhover and other indicatory of

business was around 25%., and in Jast 2040, 2011, and 2012, Insrease in Wmover was
arungd 5%

FARMONT"S bank account aine ity begioning has never been blocked,

FARMONT eredit history is flawless - olassilication A .

FARMONT has ils own highly educated staff - wi fie, som, daughler, and nephew are
phavnaiists and  technclogist with Finished spucialized studies - Indusitial chemistry,
yuatlidy comra ...

FRODUCTION OF MEDICINGS AND MARKET
Cumsidering that Muntenegro as stite do not have wide palette production of drugs, which
for every st is of straegic importance, vompany FARMONT  within its jlans hog
protuction prograny included five (3) group of medicies and forty numes (40) (different
forms and streaghe),
o lialgeyicy and antippreties, (1 nime)
= Anti inflanaatory and anii rheamedte (3 reones)
Medicines for acidity disureer, treatmens of pepiie wleer und gasiro esophageal refl:
{ 8 winnes),
Medivines that aer on cardiovasentor system (22 nanes),
o dAmilinfective medicines for systematic use (8 numes)
I ix signifieant to emplusize the possibility of fechnelogionl Hnk of ehis production with
manafacturing of medicinal and aromatle plants, #s production of drups based on
medicitnl herls is petting mere wod more importnat divection in which pharmaceutical
prodaetion in the world is going, particutarly in Europe.
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Munlencpro markel, exeept for inlusion solulinny, some ophthalmology drops, and one
gaslroenteralogy prepuration (Flanivin BY), is fully supplicd Irom import sa Farmon¢ will,
Wills plansed production, be the only manufacturer in Montenegro with g wide rampge of
miedicimes,

Yewtly Temder value for supplying public health is 28.000.000.00 €. Commercial sale iy
st al the same spending leve) as iy public health, will certain deduction for medical
devives, which means thet the amount ol 5B miflion curw is res punwal consumption of
medicines in Montenegro,

Manufneluring cost, planned by the Praject, wonld be 2.250.000 I, meaning 4,5% of yearly
cousiumption in Monienegre, which will provide FARMONT reloxed returning of its credi|
obligations, 1Tuving in mind tha g1} domicile fctories in the repion have & share in their
domestic markel o minimum 20 - 30 % gud more, meaning there are significant reserves for
much greater participation Qu planned and cost effeciive 4.5% (o realistic 20 - 30 % in
supplying Muntaegro health,

Uxpart is o renlity given il Montenegro hay o relaned ecunomle and othet relulions with
coumnries in the repiom ——

It should be cmphasized - ibility (v export 1o Russia and conntries of Tormer 588K with
which Montencgro hag agreement Tor customs duties on goods from Montenegro 1o Russia
with auly 1% custums - in the pase of eustoms rocotds,

Due 5o this et - winimum buden of exporl, as well ns some FARMONT business
vanneetions wilh that aren we estimate uy sipnilicant and realistic - ability 10 exporl o 1
retim,

- PROCESING  GF  MEDICINAL NERBS  FOREST 1RUITS {FLANTATION

GROWING AND REPURCHASE) AND MARKET

I'roucts, which would be produced with sealization of this propram, have well-known
clrarcterislics, wod are intended for human consimption (as food, beverages and various
spivesy ar ux high qualily raw materialy for food, pharmaceutieal and perfume indusiries,
costicties. chemienl industry e,

I addition, ese produets yre grganie production and can be with preal success clissilied in a
Biulogicully henithy foed oy heullty raw riterials, which eon be cerified,

Froduetion progsm is based o the purchase, collection and processing of medicinal and
areakitic erbs, wild berries, fruite and vegetables. mushrooms, spice herbs, honey ang (heir
plantation growing by its vwn system of praduction and cooperate relations with potentinl
callestors and tunufieturers,
Medicingl fertis titd fisrest finfts;

Produet tipe . T Volume. 7T )

e ' ©roduetion, = iy
. 5 o | s Cae
i MEDICINAL AND | 200,501

G AROMATICPEANTS |
2_ | FOREST FRUTT AND SERD 80561 " ]
3 | ESSENTIAL OIS 12,001

4 [ DRIND FRUTT™ "AND 125001
| VEGUETAR] I8

3 | MUSHROOMS ™" " g T
o TSEIOES 16001

7| DOMEBSTIC 0, TER ~AND T55.001
| MEDICALTRAS -
Ko HONEY ™ AN~ (ioNEY 15501

[ e—

e | PRODUCTS Ao
9!_R1~!Y FRUTT ™ lﬂ0,0Dr_
(10 PRSETY 7,50 1

| TOTAL . | 184,50 TONNS .
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The product range is defined with abuut 15 species of medicinal and aromatie herby, around
[0 species of firest fruits aud seeds and 3-4 types of mushroons.

Resulis uf previous knewledge and market researches indicate that there is unlimited dentand
for these producis botl on domestic and intemational markets,

Having in mind the scope and range of products, we can conclude thal, over 90% of the
products e placed on the foreign markel (Germany, Austrla, Ttaly, France, Swiss, SAD,
forier Yugoshivian countries ete.) - Martin Baver, Josef Wober {Germany), DrSchaer {Tialy)
ole.

L CAPITAL INVESTMENT
Var reslization of Pharmaccuticnl cenlie FARMONT which inchides - drug production,
processing of medicinal herbs and wild fruits and modem distribwive centre, it is necessary,
hy higgest standards in this area (GMP. HASAP,...) to build a faeility of total gross arsa of
624561 m2,

Ground NToor ... 81805 132
1T i tieveeieee e 11 B3.78 12
H 0O iy i 1163.78 m2

Total planned  investment in the construetion of Buginess - Preduction center
FARMONT

l ol amount of 11 Phase IT Thase
i nvestment | ) (finishedy |
Uistimated valus of Investment | 10,128,140,00 | 1.200.000.00 | B978,140.00 |
Wvestor pariicipation | 1:567.710.00 | 480.000.00 | 1.067.910.00
| Loan funds ... |8.560430.00 ] 720.000.00 | 7.840.430.00

I1 FINANCIAL PLAN AND PROJECTIONS .
a) Sales foreeast by produets
Sabe will Iy next gieriod af time, depending on praducts, based on cxpefience from earlier
perivd and estiations for next period grew from 5-20% each yeur.

A v cun see sule forecast is not aggressive, it can be called 1 “veatistic secanrie™ despis:
the appareht hipe hut unused potentials of Montenepre moler.

b) Existing Buvinuss fines 5 P

Projected incnme is done on followisg sssumptions:

4 Income projection is done urider the assumption of further growth and development of
Compury on existing ownership struciure, meaning, without emtering a Strategie
parther,  moee—— :

4+ Business plan. based on which was identitied the possible not cash flow, is mads for
text five yeur poriod,

¢ Projection wis made based on financial results of total income in period 2005-2012
and plnved income growth in next five yeurs on level of 5% per year in first three
years wd 3% pey year in last twa years

4
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¢) Dewy businesy lines - produetion of drugs - ready made-drngs

+ Business is projeeted based on assuniption of gverage tola) income growth, Income
growth by individual lines of business would be different.

s L

Montenegro murket, as we mentioned before, except for infusion scluwtions, some
aphthalmology drops, and one gastroenterotogy preparation (Flonivin B8), is fully supplied
from impor.

As stated zbove amount of 30 million ewo is vepl annual ¢onsumption of drugs in
Monienegro.

Given that in Business plan was enlered with raarket coverage of only 4.5%, what allows
return of the loan, it ig obvious that there is large reserve from planed - modest placement
(4.5%) to real 20-30%, as domestic factories in region cover their markets, which indicates
significant econamical reserves of the Program.

Al this moment it doesn’t calculate a sale possibility on foreign markets, based on already
made conversations and announced possibilitics for cooperation with major companies in this
field “Bayer” amd “Artegana® Germany, in which case would be even better uiifization of
cypacities, and economical effects wonld multiply

Costs from this production are done based on commpn “benehmark” standards in this area,

I, Production and sale forecast:
bED T Activity byear. 1 dlygac i ¥uis s ifyear - Kol | |
. i / ':.i r.nn‘\pnruj o mmygms
LT i R AT T
A . ......_.._huwm.;._,:_.. R
e . . yeai’ .
PR B o i)
il Currant activity i | 3.430.309 ! 3.601.824 5% 3781918 'i
%u | Drug production (2250000 | 2362500 S | 2480625
LT Yot saler ' 6.60.304 1 VEb6ad [" -r [ZEETT . .E..':_-l.:-' 5 A50: rmﬁ-s‘ﬁ*mﬂ' o
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Expence forecast

Expenses are divided, according to official form of calculation, in five major categories: direct
costs of raw materials and costs of sold goods, other expenses and net finanoe costs,

Costa in mentitned years are based on historie daty and their growth {3 determined depending
on their character (fixed or varlable with sub-versions).

In (hat way. cosi projection of Company for moniiored peried was camied out on the
following assumplions:
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Direet casis of goods lor existing business fine T

Dunet casts for drug procuctian
Faind a4t 1 nergy cost fen nRiLting business line
Fugt anil ¢y cost for iy ptoduction "

Casts fus auxillary matarials and matmenance for
asisting business lInp

Casts far aulliary malefals and maintenance for drogs

bt casts for axisting buslngss e~

M%mpowur costs for drug praduction
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AROTt7aton of equisment o
Amortizatin of othe invesimant casts of the project

Funding erpenses ntogogls
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Projected halance sheet and eash flgw

“Furmont” expects to canclude first yoar with net profit in the ameunt, of 333,783 € and fifth
yeur with net profi in amonnt of 781,167 €, whiols is 11.76 % compared to volume of sale:
with what is bost confirmed pessimistie but beenuse of that even sufbr approach in cost
prajection (curreni ratin of net profit und tois] income g Moulenegro, in this industry, on
leved of rpp. 20%4),

This growth is a result of increase in total income and recluced costs (*intem economy™,

On next puge is given table of projected balance sheet,
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Resume

This uxcerpt from the Business Plan is imended (o Interest businass pertngrs to finance or co-finance of Il Phase
of the project - PRODUCTION OF DRUGS AND PROCESSING OF MEDICINAL HERBS AND FOREST
FRUITS, ws weli os those business partners which would through collaboration with FARMONT gel a
possibility for signilicant shore of the Mantenegro health market through - deliverles in IN BULK forms fa
FARMONT, or through other forms of sooperalion with it,

FARMONT has linished Plasy §, which ereated conditions for Contemporary Secondary packaging and moder
disiribution activities,

Therefare we believe that ar this point following shonld be considerad:

- Throegh steatepic parinerships wich deliveries to FARMONT, IN RULK nroducts in blisicrs
supplier gets the treatment of domicile manufacinrer op Montenegro market (5¢ mil Eur),

= TPossibility Tor expost iy evident In comntries of the region and wider, bt it should be specially
emphagized - ability to export 10 Rusein and cauncries of former SS$R with which Monteacgro has
agreement for customs dutics on goeds from Menten egro to Russin with only 1% customs - ia the
name of customs records.

= Possibility of financing 1) Phese of investment Project o tfle amount of 7.840.436.00 €, Bnder
favarable couditions for this type of investment.

For any ulitor information, please, do nol hesitue to contact me any tme,
BR,

Dr. M. Vukaovie, 12.M.D.,

Tel: +382 6Y 670497
+381 63 8921300

Skype: miaden, vukovic00
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