SUPERVISORY BOARD REGULATION

FARMACOL S.A. LOCATED IN KATOWICE

adopted on 30th June 2003 by the Supervisory Board on the grounds of Article 13 (2) Articles of Association together with amendments introduced by the resolution no. 13/2005 from 6thJune 2005.

I. General decisions : 

§1
The Supervisory Board acts on the grounds of the proper law regulations, especially the Act from 15th August 2000 - Commercial Companies Code (Journal of Laws no 94, item 1037 with further amendments), provisions of the Articles of Association and of this Regulation.

§2
The Supervisory Board is the constant supervisory body of the company.

§3

Whenever in this Regulation reference is made to: 

· The Supervisory Board – it should be considered as the Supervisory Board of Farmacol S.A
· The Management Board – it should be considered as the Management Board of Farmacol S.A
· The Articles of Association – it should be considered as the Articles of Association of Farmacol S.A
· The Company – it should be considered as Farmacol S.A
II. Structure and appointment of the Supervisory Board

§4
The supervisory Board consists of 5 (five) to 7 (seven) members. The number of Supervisory Board’s members is determined by the General Meeting of Shareholders.

§5

1. The members of the Supervisory Board are appointed for 3 (three) years tenures.

2. The mandates of the Supervisory Board’s members expire at the latest on the day of holding the General Meeting which approves the financial statement for the last full fiscal year of performance of the Supervisory Board’s members function.

3. The Supervisory Board’s members are appointed from among the shareholders as well as the non-shareholders of the company.

4. The shareholders holding the “A” series shares indicate, from among the persons elected to the Supervisory Board, the President and determine their remuneration.

5. The shareholders holding the “C” series shares indicate, from among the persons elected to the Supervisory Board, the Vice-President and determine their remuneration.

6.  In case of resignation of the Supervisory Board’s member or expiration of their mandate caused by any other reason before the end of the tenure, General Meeting may supplement the Board with the reservation that the mandates of the members appointed in result of supplement expire at the end of the Board’s tenure.

7. The members of the Board can be recalled at any time by the General Meeting of Shareholders. The shareholders holding the “A” series shares are also entitled to recall each member of the Board.
8. The members of the Board should not resign from performing their function during the tenure if it might render impossible the Board’s activities, particularly if it might render impossible passing an important resolution within a fixed time limit.

9. The members of the Board may be appointed for the next tenures.

III. Convening and managing the meetings
§6

1. The Supervisory Board gathers at least three times a year on President’s invitation. Moreover, the Board’s meeting has to be called on member’s or on Management Board’s written request passed directly to the President.

2. Board’s meeting may also be held using the means of direct communication, under the condition that all members participating in such a conference can hear each other and talk to each other. Resolutions passed during such a conference shall be recorded in minutes which then shall be signed by all the members of the Board participating in the conference.

§7

1. The President of the Board informs the members about the Board’s meeting, its place, date and agenda, and delivers appropriate materials if needed. Person who convenes a meeting can mark that the meeting is held in writing or through the means of direct communication (phone or audiovisual).

2. The agenda presented in accordance with paragraph 1 should not be changed or completed during the meeting it concerns. This requirement does not apply when all the members of the Board are present and they agree to change or complete the agenda. Furthermore, it does not apply when taking the appropriate actions by the Board is essential to prevent the Company from suffering damage as well as in case of resolution which subject is an assessment whether a conflict of interests between the members of the Board and the Company exists.

3. Each of the members of the Supervisory Board and the Management Board may submit to the President of the Board an application about including specified case to agenda of the next Board’s meeting.

4. Members of the Supervisory Board perform their rights and obligations personally and they are obliged to keep the company secret. When performing their responsibilities they take the Company’s interest into consideration.

5. Meetings of the Supervisory Board are accessible and open for the members of the Management Board, except cases directly concerning the Management Board or its members, especially when it comes to their recalling, liability and remuneration.

6. The members of the Management Board and the Company employees are invited to Supervisory Board’s meetings for the purpose of giving information or explanation, as well as other persons depending on needs, however without a right to vote.

7. Members of the Supervisory Board delegated by a group of shareholders to constant supervision should report to the Supervisory Board in details about their function.

8. The resolution is valid when all the members are invited and at least half of the members is present.

§8

1. Minutes of the supervisory Board meetings shall be kept.

2. Minutes should include :

a) Date and place of the meeting

b) Names of present Supervisory Board’s members

c) Statement about correctness of convening the meeting

d) Accepted agenda

e) Course of the meeting and resolutions in form of enclosures to the minutes together with the voting results signed by the present members of the Board 

f) Management Board obligations

g) Other decisions and conclusions.

3. Minutes are signed by all present members of the Board and collected in minutes book. The dissenting votes of the members present on meeting and the oppositions sent further by the absent members should be attached to the minutes.

§9

1. The Supervisory Board decides in form of resolutions.

2. Resolutions are passed by the majority of the present members’ votes. In case of an equal number of votes the President’s vote prevails.

3. The members of the Supervisory Board can take part in passing resolutions by casting their vote in writing through other member of the Board. Casting the vote in writing cannot concern cases introduced to agenda during the meeting.

4. Voting is open. Ballot is adopted in personal matters of the members of the Board or on request of at least one of the members.

5. Passing resolutions under the procedure specified in paragraph 3 and article 6 paragraph 2 does not concern appointing members of the Management Board and recalling or suspending those persons.

6. In case of a conflict of interests the member of Supervisory Board should inform the rest of the members of the Board about this fact and refrain from taking part in discussion and from voting for passing the resolution concerning the case where that conflict occurred.

IV. Rights and competences of the Supervisory Board.

§10

1. The Supervisory Board supervises the Company’s activity.

2. The supervisory Board may delegate its member to individual performance of particular supervisory activities.

3. The duties of the Supervisory Board resulting from legal regulations and Articles of Association are in particular:

a) examination of a monthly balance sheets with the right to make remarks and demand explanation from the Management Board, checking trade books and financial standing of the Company at any time

b) inquire into financial statement at the end of each fiscal year in the scope of its conformity with registers and documents as well as the factual state

c) inquire into Management Board statement and its applications for profit division or covering the losses and placing an annual statement in writing concerning this inquire to the General Meeting

d) approving Company’s long term development and financial plans

e) adopting resolutions concerning establishing new organizational units, establishing or joining corporations

f) adopting resolutions concerning consent to purchasing or disposing of a real estate

g) approving expenditures estimates of the Management Board
h) considering all applications and matters that are subjected to resolution of General Meeting

i) appointing and dismissing members of the Management Board and determining their remuneration

j) determining the policy as well as the preparation and approving Company’s procedures presented by the Management Board in respect to Company’s activity, finance, accountancy, corporate governance principles and other matters

k) executing other activities envisaged to competence of Supervisory Board in Articles of Association and other legal regulation

4. The special duties of the Supervisory Board resulting from corporate governance principles are in particular:

a) preparing the annual brief assessment of Company situation which will be then made accessible for shareholders before ordinary general meeting

b) personal participation of the Supervisory Board’s members in debate of General Meeting of the Company

c) passing judgment on bills which are to be passed by the General Meeting

d) enabling Management Board to publicise personal, actual and organizational connection of a member of the Supervisory Board with a particular shareholder, an information about purchase or dispose of Company’s shares or dominant or subsidiary company’s shares, as well as about transactions with such companies, provided that they are significant for financial situation of a member of the Board.

e) choosing statutory auditor who inquires into Company’s financial statement in a manner ensuring independence during the mandated tusks. To ensure the independence of the opinion the Board is obliged to change the auditor at least once in a five years time. 

5. The Supervisory Board has the right to suspend a member in duty for an important reason by passing the resolution with the majority of 4/5 votes cast.

§11

1. Contracts with the members of the Management Board are concluded on behalf of the Company by the Supervisory Board’s representative delegated by other members.

2. Other legal transactions between Company and members of the Management Board require the same procedure.

§12

1. For the purpose of performing its rights the Supervisory Board can look through each activity department of the Company and demand reports and explanations from the Management Board and the Company’s employees review the state of assets and check books and documents.

2. In order to proper performance of its duties the Supervisory Board may demand obtaining expert opinions and inquiries or appoint specialized groups in respect to the subject of Supervisory Board’s supervision, provided that the appointed specialist or expert cannot be statutory auditor of the Company or its subsidiary entities. 

3. The appointed specialists and experts shall by remunerated by the Company for the performance of the activities determined in paragraph 2.

4. In the time between the meetings the Supervisory Board is represented towards the Management Board by the President or, in case of their absence, Vice President of the Supervisory Board.

§13

1. The members of the Supervisory Board may receive remuneration in form, amount and principles resulting from the Articles of Association.

2. The administrative and technician service for the Supervisory Board is provided by the Management Board.

3. The Company covers the Supervisory Board's costs, in particular costs of journey between residence and place of holding the meeting and return and accommodation.

4. In matters not governed by this regulation the decisions of the Articles of Association, Commercial Companies Code and other law shall apply.

§14

1. Amendments to this regulation can be done only according to the procedure established for its adopting.

2. This regulation comes into force on 30th June 2003.

