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Endorsement by the board of directors and
the president and CEO

The consolidated interim financial statements of Actavis Group include the financial statements of Actavis Group hf. (the
Company) and its subsidiaries, together referred to as the Group.

Net profit for the period amounted to EUR31.9 million, according to the income statement. Total equity amounted to
EURZ1,026.3 million at the end of the period as shown in the balance sheet. Changes in total equity and appropriation of net
profits are further explained in the financial statements.

At the end of March the Company acquired Sindan AG and Oncopharma AG in Switzerland. Sindan AG is a holding company
and owns the Romanian generic pharmaceutical company Sindan Pharma SRL which specialises in the manufacturing and
distribution of oncology products. Oncopharma AG is a distribution company and owns the Polish company Sindan Polska SA

which specialises in the sales and marketing of generic pharmaceuticals. The Group's income statement for the period was not
affected by this acquisition.

The Group's consolidated interim financial statements for the three months then ended 31 March 2006 were approved by the
board of directors and the president and CEO of Actavis Group hf. on 11 May 2006 and signed on their behalf by:

Board of Directors:

Bjorgolfur Thor Bjorgolfsson

Chairman of the Board

Andri Sveinsson Karl Wernerson

Sindri Sindrason Magnus Thorsteinsson

President and CEO:

Robert Wessman
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Auditors” report

To the Board of directors of Actavis Group hf.
We have performed a limited review of the interim consolidated balance sheet of Actavis Group hf. and its subsidiaries as of 31
March 2006 and the related interim consolidated income statement and interim consolidated statement of cash flow for the three

months then ended. All information included in these interim consolidated financial statements is the representation of the
management of Actavis Group hf.

A limited review is confined to the presentation of financial statements information that is the representation of the Group's
management. We have not audited or performed a full scope review on the accompanying interim consolidated financial
statements and, accordingly, do not express an opinion or any other form of assurance on them.

Reykjavik, 11 May 2006.
Alexander G. Edvardsson

Audur Thorisdottir

KPMG Endurskodun hf.

Interim financial statements of Actavis Group hf. 31 March 2006 4



Consolidated interim income statement
for the three months ended 31 March 2006

Notes YTD 2006 YTD 2005
NEE SAIES ...ttt 333,056 96,958
COSt OF gOOAS SOIT ... (186,150) (50,546)
GIOSS PrOFit toviiiiiiiiie ettt e s e e te e et sbe e steenreere s 146,906 46,413
(01T T4 To70] 431 8,822 4,832
Sales and MAFKETING .......oveiiiieiiee e (50,984) (14,122)
Research and development ... (22,590) (8,877)
General and admMINISIFALIVE .........ccviiriiiiriiesse e (32,113) (9,374)
(96,865) (27,541)
Profit from OPErationS .......cccceieiiie i st 50,041 18,873
Financial iINCOME/(EXPENSES) ....vevervieeiiriiieiesie ettt 5 (10,032) (7,199)
Profit DEFOIE TAX .ouviiiiiieie e 40,009 11,674
INCOME TAX ..o s (8,150) (579)
Profit for the Period.......ooo e 31,859 11,095
Attributable to:
Equity holders of the COMPANY .......coviiiiiiiiieire e 31,320 10,381
MINOTTEY TNTEIEST .....eviieeiiict et 539 714
Profit fOr the PEriod ........coiiiieiiece s 31,859 11,095
Earnings per Share 6
Basic Earnings per Share (EUR) ..o 0.00589 0.00372
Diluted Earnings per Share (EUR) .......ccocvieiiiieinieescece e 0.00587 0.00372
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Consolidated interim balance sheet at 31 March 2006

Notes 31/3/2006 31/12/2005
Assets
Non-current assets
GOOAWII ...t 7 871,794 883,354
Other iNtangible 8SSELS ......ccviiriiiiiieee e 8 460,705 468,279
Property, plant and eqUIPMENT .........coeiiiiiiieee e 9 340,609 343,909
Investment in associated COMPANIES .......ccovereirierieiienieene e 0 253
OLher INVESIMENTS ...veveiirieieirie ettt e nrenene 148,049 701
DEferred TaX @SSELS ...c.viirieieeiiieieiree e 20 55,883 58,581
1,877,040 1,755,077
Current assets
INVENTOTIES ..ttt bbb 12 228,481 231,367
Fair value deriVatiVES ..........ccoeiiiiiiiie e 6,647 9,205
Trade and other reCeIVADIES ..........covviieii e 338,139 299,616
Cash and cash equIVAIENES ..o 140,213 99,308
713,480 639,496
Total assets 2,590,520 2,394,573
Equity and liabilities
Stockholders' equity
Share CapItal ........covoeieeieeee s 13 53,011 52,961
SHare PrEMIUM ..ottt et e e r e ene s 702,114 687,764
OLNEE TESEIVES ...ttt ettt ettt et e et e e ettt e st e st e e st e e s ere e s sateesbeeesaeeesanes 14 (17,803) 10,012
REtaiNEd BAMMINGS ....vovveeiieieeieeee ettt re e ene s 277,916 246,597
1,015,238 997,334
MINOFILY INEEIEST ...ttt 11,016 10,695
Total equity 1,026,254 1,008,029
Liabilities
Non-current liabilities
Interest Dearing 08NS ..........cooeiiiieiee e 17 919,203 868,389
Retirement benefit 0bligation ............ccoeiviiciiii 18 13,402 11,558
Obligations under fiNANCE 1EASES ........cccevviiiiriicirec e 19 14,831 15,516
Deferred income tax liabilities ..........coocoviinriinini e 20 96,274 104,224
1,043,710 999,688
Current liabilities
Interest Dearing 08NS ... 17 193,365 22,383
Accounts payable and other lHabilities ..o 319,608 359,888
Obligations under fiNANCE 1EASES .........ccvvveiiiriirirece e 19 2,185 2,111
PIOVISIONS ..ttt bbbt 21 5,397 2,474
520,555 386,855
Total liabilities 1,564,265 1,386,544
Total equity and liabilities 2,590,520 2,394,573
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Consolidated interim statements of cash flows

Notes YTD 2006 YTD 2005
Cash flows (to) from operating activities
Profit for the PEriod ........coveiviieiiic e 31,859 11,095
Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation and impairment of fixed assets ..........cccecverevieneinineiiene 9 10,407 4,052
Amortisation of intangible aSSets .........ccccvveiiiiriiiin e 8 12,049 1,640
Currency fluctuations and iNdeXation ...........ccccvereinereineieineeeee (2,707) 8,089
Changes in deferred tAXES ... (3,020) 699
OLher CRANGES .....oveiiieiieiee e 3,652 (816)
Working capital provided by operating activities 52,141 24,759
Changes in operating assets and liabilities:
INVENTOTIES, INCIBASE ....evvevieeiieiiett ettt (9,094) (4,124)
Receivables, (iNCrease) GECIEASE ........ccoveirerieirririeireeesre e (38,183) 476
Short-term liabilities, (deCrease) INCrease ........c.coevvrereiineneineneseneee (9,549) 3,644
Changes in operating assets and liabilities (56,826) (4)
Net cash (to) provided by operating activities (4,686) 24,755
Cash flows to investing activities
Increase in iNtangible aSSELS ........ccoviieiieiieee e (12,313) (4,497)
Investment in property, plant and eqUIPMENT .......ccccevvereineneiseeeeen (20,360) (15,608)
Proceeds from sale of property and equipMeNt .........cccoovvevviereneienenseseene 127 66
Investment in subsidiaries and other companies net of cash acquired .............. (147,684) (25,998)
Proceeds from sale of investment in other companies .........c.ccccccvevniinerinnenn 0 3,584
SECUNLIES, CNANGE .....eiiiiieiiee bbb e 0 1,187
Net cash used in investing activities (180,229) (41,266)
Cash flows from financing activities
Changes in capital SLOCK .........cccoviiiiieiireies s 14,400 0
Proceeds from [ong-term DOIrTOWINGS .........eovvirieiniinieineseeee e 214,169 0
Payments of 10ng-term debt ..........ccoooiiieiiiie e (1,988) (10,834)
Changes in bank 108NS ..........ccoeiiiiii s 651 37,193
Changes in fiNANCE IBASES ........ccorveiriiieiree s 53 0
Net cash generated from financing activities 227,285 26,359
Net change in cash and cash equivalents ..o 42,370 9,848
Effects of foreign exchange adjustments ... (1,465) 471
Cash and cash equivalents at beginning of year ............ccccocverviieinceicisenne, 99,308 17,325
Cash and cash equivalents at end of Period ..........cc.coeovieneieicenecseneceee 140,213 27,644
Other information
LT 1Sy o - Lo OSSN (4,853) (3,908)
INCOME TAX PRI ...vevieeieieetiee ettt ne s (3,906) (2,037)
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Consolidated statement of changes in shareholders' equity

Share capital

Common Preference Share Other Retained Shareholder's Minority Total

stock shares premium reserves earnings equity interest equity
Balance at 1 January 2005 .........ccccooeeiirieiennieenneeeneees 36,181 0 98,332 (23,410) 172,149 283,252 9,853 293,105
NEW SNAres iISSUEM .........ccooereeririeiiinnice e 4,557 160,895 165,452 165,452
Changes in treasury StoCK .........ccoveeninieninecncccee 2,223 82,039 84,262 84,262
Preference Shares isSUEd ..........ccoveverreienininieincee e 10,000 346,498 356,498 356,498
Translation difference ... 31,674 31,674 31,674
Accrued StOCK OPLION ........ceiririeiiieereree e 1,748 1,748 1,748
Net profit for the year ... 78,007 78,007 2,995 81,003
Changes in minority INterest ...........cocovevvrreenneerinneens 0 (2,153) (2,153)
Dividend Paid ........cccoeeeiiiiiiirie e (3,560) (3,560) (3,560)
Balance at 31 December 2005.........cccceovriieienneienineeeeas 42,961 10,000 687,764 10,012 246,596 997,334 10,695 1,008,028
Changes in capital StOCK ..........cccoerirreiirniiinreeeeeas 50 14,350 14,400 14,400
Translation difference ... (28,204) (28,204) (28,204)
Accrued StOCK OPLION ........ceiiiirieinieerree e 389 389 389
Net profit for the period...........cccovviiinneiiieece 31,320 31,320 539 31,859
Changes in minority INterest ..........coovevvrreeninceinneens 0 (217) (217)
Balance at 31 March 2006............ccccoeeririeienneenseeeeas 43,011 10,000 702,114 (17,803) 277,916 1,015,239 11,017 1,026,255
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Notes to the consolidated interim financial statements

1. General Information

Actavis Group hf. (the Company) is a limited liability company domiciled in Iceland. Actavis Group and its subsidiaries
(the Group) specialises in the development, manufacturing and sale of generic pharmaceuticals on international markets.
The Group is financially strong and has experienced rapid growth in recent years.

The Group operates across five continents with its headquarters in Iceland. Principal markets include North America,
Germany, the United Kingdom, the Nordic Countries, Turkey, Bulgaria and the Netherlands. Teams of pharmacists,
chemists and other scientific professionals make up a total workforce of around 10,000 in over 30 countries. The Group
maintains modern manufacturing facilities in USA, Bulgaria, China, Iceland, Indonesia, Malta, Turkey and UK. The
plants produce a variety of medicines in different formulations, including tablets, capsules, injectables, suspensions,
suppositories, creams and ointments.

An extensive network of sales and marketing offices enables effective market penetration. Strategic acquisitions, opening
of new sales offices and intensive investment in the development of generic pharmaceuticals are fuelling the growth of
the Group and have positioned it to take advantage of future opportunities.

These interim financial statements are presented in thousands of euro, with amounts rounded to the nearest thousand, as
the euro is the currency of the primary economic environment in which the group operates.

2. Significant Accounting Policies

Basis of Accounting

The Group's consolidated financial statements are prepared in accordance with International Financial Reporting
Standards (IFRSs).

The consolidated financial statements are prepared on a historical cost basis, except for the revaluation of certain
properties and financial instruments. The principal accounting policies adopted are set out below.

Basis of Preparation

The consolidated financial statements are prepared on the basis of the stable platform of International Financial Reporting
Standards (IFRS) issued by the International Accounting Standards Board (IASB).

The IFRS financial information are prepared on the basis of all IFRS and Standing Interpretations Committee (SIC) and
International Financial Reporting Interpretations Committee (IFRIC) interpretations issued by the IASB.

The preparation of the financial statements in conformity with IFRSs requires management to make judgements, estimates
and assumptions that affect the application of policies and reported amounts of assets and liabilities, income and
expenses. The estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstances, the results of which form the basis of making judgements about the
carrying values af assets and liabilities that are not readily apparent from other sources. Actual results may differ from
those estimates.
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Notes to the consolidated interim financial statements

Basis of consolidation

-Subsidiaries

The consolidated interim financial statements incorporate the interim financial statements of the Group and enterprises
controlled by the Group (its subsidiaries). Control is achieved where the Group has the power to govern the financial and
operating policies of an investee enterprise so as to obtain benefits from its activities.

The consolidated interim financial statements have been prepared using the purchase method of consolidation accounting.
When ownership in subsidiaries is less than 100%, minority interest in the subsidiaries' income or loss and stockholders
equity is accounted for in the calculation of consolidated income or loss and consolidated stockholders equity.

The results of subsidiaries acquired or disposed of during the period are included in the interim consolidated income
statement from the effective date of acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies applied
in line with those applied by the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

-Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group's interest in the fair
value of identifiable assets and liabilities of a subsidiary at the date of acquisition. Goodwill is recognised as an asset and
tested for impairment at least annually. Any impairment is recognised immediately in the income statement and is not
subsequently reversed. On disposal of a subsidiary, the attributable amount of goodwill is included in the determination
of the profit or loss on disposal.
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Notes to the consolidated interim financial statements

Revenue recognition

Revenue is recognised in the income statement when goods or services are supplied or made available to external
customers against orders received and when title and risk of loss passes to the customer.

Revenue is recognised as follows for the different activities of the business after deductions for discounts and returns.

» Revenue from sales of pharmaceutical products is recognised on delivery to the customer, at which point the risk and
rewards of ownership pass to the customer.

* Revenue from dossier sales is recognised in accordance with contractual milestones, upon confirmation of acceptance of
the completion of the milestones by customers.

» Payments received from customers in advance of performance of the Group's obligations are included as deferred
revenue, and not recognised as income until the obligations have been fulfilled.

Financial income and expenses

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount.

Dividend income from investment is recognised when the Group's rights to receive dividend has been established.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as operating leases. Assets held under finance leases are recognised
as assets at their cost value at the date of inception of the lease and are depreciated on a basis consistent with similar
owned assets or the lease term if shorter. The corresponding liability to the lessor is included in the balance sheet as an
obligation under finance leases.

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding liability. The
finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of interest on the
remaining balance of the liability.

Foreign currencies

Transactions in foreign currencies are initially recorded at the rates of exchange prevailing on the dates of the
transactions. Monetary assets and liabilities denominated in foreign currencies are translated at the rates prevailing on the
balance sheet date. Foreign exchange differences arising on translation are recognized in the income statement.

On consolidation, the assets and liabilities of the Group's subsidiaries are translated at exchange rates prevailing on the
balance sheet date. Income and expense items are translated at the average exchange rates for the year. Exchange
differences arising, if any, are classified as equity and transferred to the Group's translation reserve. Such translation
differences are recognised as income or as expenses in the period in which the operation is disposed of.

The interim financial statements of foreign subsidiaries that report in the currency of a hyperinflationary economy are
restated in terms of the measuring unit current at the balance sheet date before they are translated into euros.

Goodwill and fair value adjustments arising on the acquisition of foreign entities are treated as assets and liabilities of
foreign entities and translated at the closing rate.
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Notes to the consolidated interim financial statements

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to prepare for their intended use or sale, are added to the cost of those
assets, until such time as the assets are substantially ready for their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in the income statement.

Post retirement benefit

- Defined contribution scheme

The Group's contributions to defined contribution plans are charged to the income statement as incurred.
- Employee termination indemnity

In accordance with the existing social legislation in Turkey, companies are required to make certain lump-sum payments
to employees on retirement or on termination for reasons other than resignation or misconduct. These payments are
calculated based on a pre-determined formula and are subject to certain upper limits. The accrued liability is based on the
present value of the future obligation of the Group that may arise from the retirement of the employees.

- Post retirement payment scheme

Government legislation in Bulgaria requires employers to pay retirement benefits based on an employees final salary and
years of service to the Group. A calculation is performed annually by a qualified actuary to determine the Group's
obligation in respect of this scheme.

Taxation
The tax expense comprises tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the period. Taxable profit differs from net profit as reported in the
income statement because it excludes items of income or expense that are taxable or deductible in other periods and it
further excludes items that are never taxable or deductible. The Group's liability for current tax is calculated using tax
rates enacted or substantively enacted at the balance sheet date and any adjustment to tax payable in respect of previous
years.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised. Such 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 tax profit nor the accounting profit.
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Notes to the consolidated interim financial statements

Deferred tax liabilities are recognised for taxable temporary differences arising on investment in subsidiaries and
associates, and interests in joint ventures, except where the Group is able to control the reversal of the temporary
differences and it is probable that the temporary differences will not reverse in the foreseeable future.

A deferred tax asset is recognised only to the extent that it is probable that future benefits will be available against which
the asset can be utilised. The carrying amount of deferred tax assets is reviewed at each balance sheet date 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 is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is
realised. Deferred tax is charged or credited in the income statement, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also dealt with in equity.

Earnings per share

Earnings per share is the ratio between profit and weighted average number of common shares for the period and reveals
net profit per share. The nominal value of each share amounts to one ISK. Calculation of diluted earnings per share
takes into consideraton stock options made with the Group's employees and the prospective deliverance of shares related
to those options. The calculation of dilution due to stock options is made by applying the Treasury Stock method.

Intangible assets

-Research and development

Research and development costs comprise of costs relating to the Group's research and development activities, including
clinical studies, amortisation and depreciation, labour costs which are directly or indirectly attributable to the Group's
research and development activities. Research costs are recognised in the income statement as incurred. An internally
generated intangible asset arising from the Group's clinical development is only recognised if all of the following
conditions are met:

- It is technically feasible to complete the intangible asset so that it will be available for use or sale.

- It is intended to use or sell the intangible asset.

- The intangible asset is capable of being used or sold.

- The intangible asset will generate probable future economic benefits. The Group has identified amongst other
things, the existence of a market for the output of the intangible asset or the intangible asset itself or, if it is to be
used internally, the usefulness of the intangible asset.

- The availability of adequate technical, financial and other resources to complete the development and to use or
sell the intangible asset.

- The expenditure attributable to the intangible asset during its development can be reliably measured.

Internally generated intangible assets are amortised on a straight-line basis over their expected useful lives, generally five
years.

-Other intangible assets

Other intangible assets separately acquired or acquired as parts of business combinations are amortised over their

estimated useful lives from the time they are available for use. The amortisation charge for each period is recognised as
an expense.
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Notes to the consolidated interim financial statements

Property, plant and equipment

Property, plant and equipment are carried at acquisition or manufacturing cost, less depreciation and impairment losses.
Subsequent acquisition costs are capitalized. The manufacturing cost of self-constructed property, plant and equipment is
calculated on the basis of the directly attributable costs as well as an appropriate share of overheads. In the case of
acquisitions denominated in foreign currencies, subsequent exchange rate movements do not affect recognition of the
asset at the original acquisition or manufacturing cost.

The depreciable amount of assets is allocated on a straight-line basis over their expected useful lives. The useful life is
regularly reviewed and adjusted to the expected life. Impairment losses are charged where required in accordance with
IAS 36, subsequently reversed if the original grounds for the write-down no longer applies. The depreciation charge for
each year is recognised as an expense, on the following bases:

Property Qnd PIANT .......cc.ooviiieieieie ettt ettt sttt teese e st e b e seeteeaeentenseseeseenean 2-8%
EQUIPITIEIIE «.covitineitetet ettt ettt ettt ettt b e e bbb bbb s eb e b e ebe s b e e enenbennenenrens 10-33%

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or the
lease term if shorter.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in the income statement.

Impairment of tangible and intangible assets

At each balance sheet date, 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 assets
do not generate cash flows that are independent from other assets, the Group estimates the recoverable amount of the cash
generating unit to which the asset belongs. An intangible asset with an indefinite useful life is tested for impairment
annually.

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 its carrying amount, the
carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately, 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 (cash-generating unit) is increased to
the revised estimate of its recoverable amount, but not to exceed the carrying amount if no impairment loss has been
recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised as income
immediately, 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. An impairment loss in respect of goodwill is not reversed.

Interim financial statements of Actavis Group hf. 31 March 2006 14 Amounts are in thousands of euro



Notes to the consolidated interim financial statements

Investment

Investment in other companies is valued at acquisition cost less provisions for estimated impairment losses.

Securities which the company has the expressed intention and ability to hold to maturity are valued at cost, less an
allowance for estimated irrecoverable amounts.

Inventories

Inventories are stated at the lower of cost or net realisable value. Cost comprises direct materials and, where applicable,
direct labour costs and those overhead expenses that have been incurred in bringing the inventories to their present
location and condition. Cost is calculated using the weighted average method. Net realisable value represents the
estimated selling price less the estimated costs to completion and costs to be incurred in marketing, selling and
distribution.

Trade receivables

Trade receivables are stated at their nominal value as reduced by appropriate allowances for estimated irrecoverable
amounts. Accounts receivable in other currencies than euro, are valued at the exchange rates prevailing on the balance
sheet date.

Cash and Cash equivalents

Bank balances and cash comprise cash and short-term deposits held by the Group's treasury function. The carrying
amount of these assets approximates their fair values.

Equity instruments

Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue costs.

Preference share capital

Preference share capital is classified as equity if it is non-redeemable and any dividend are discretinory, or is redeemable
but only at the Company’s option. Dividend payments on preference share capital classified as equity are recognised as
distributions within equity.

Repurchase of share capital

When share capital recognised as equity is repurchased, the amount of the consideration paid, including directly attributable
costs, is recognised as a change in equity. Repurchased shares are classified as treasury shares and are presented as a
reduction of net equity. Possible gains or losses on purchase or sale of treasury shares are not reported in the income
statement.

Dividend

Dividend is recoginsed as a liability in the period declared.
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Notes to the consolidated interim financial statements

Share-based Payments

The Group has issued share-based payments to certain employees. Equity-settled share-based payments are measured at
fair value at the date of grant. The fair value determined at the grant date of the equity-settled share-based payments is
expensed on a straight-line basis over the vesting period, based on the Group's estimate of shares that will eventually vest.

Financial Liability and Equity

Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements
entered into. An equity instrument is any contract that evidences a residual interest in the assets of the group after
deducting all of its liabilities.

Bank borrowings

Interest-bearing loans are recorded on the basis of the proceeds received, net of direct issue costs. Finance charges,
including premiums payable on settlement or redemption and direct issue costs, are accounted for on an accrual basis to
the income statement using the effective interest method and are added to the carrying amount of the instrument to the
extent that they are not settled in the period in which they arise.

Interest-bearing loans

Interest-bearing borrowings are recorded initally at fair value less attributable transaction cost. Subsequent to initial
recognition, interest bearing borrowings are stated at amortised cost with any difference between cost and redemption
value recognised in profit or loss over the period of the borrowings on an effective interest basis.

Accounts payable

Accounts payable are valued at nominal value and accounts payable in other currencies than euro have been recorded at
the exchange rates prevailing on the balance sheet date.

Provisions

A provision is recognised when the Group has a present legal or constructive obligation as a result of a past event and it
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation.

Provisions for restructuring costs resulting from acquisitions of subsidiaries are recognised when the company has a
detailed formal plan for the restructuring which has been notified to affected parties.
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Quarterly statements

Ql Q4 Q3 Q2 Ql

2006 2005 2005 2005 2005

NEt SALES ..ot 333,056 185,316 153,390 115,720 96,958
CoSt OF SALLS ..eveneeveiiieiirieeeereeeeeeeee ( 186,150) ( 89,970) ( 72,864) ( 63,090) ( 50,546)
Gross Profit ..o 146,906 95,345 80,526 52,631 46,412
Other operating inCOME ...........cccevvervenenne 8,822 9,231 7,548 6,269 4,832
Sales and marketing ...........ccoceeeeeveeriencennne ( 50,984) ( 24,311) ( 22,219) ( 20,722) ( 14,122)
Research and development ........................ ( 22,590) ( 21,472) ( 14,443) ( 9,497) ( 8,877)
General and administration ....................... ( 32,113) ( 24,284) ( 14,860) ( 12,100) ( 9,374)
Profit from operations ............cccoeeveenee 50,041 34,509 36,552 16,580 18,871
Financial income/(eXpenses) .........c.ccccceuee ( 10,032) 3,153 ( 8,683) ( 487) ( 7,199)
Loss from associates ............ccocvevverveereencnne. 0 ( 1,015) (801) 0 0
Profit before taxX ........ccocoovvevvovicci 40,009 36,647 27,068 16,094 11,672
INCOME TAX ..veueveeiniieieniieieereeieeeie e ( 8,150) ( 1,232) ( 3,864) ( 4,802) ( 579)
Net Profit ... 31,859 35,415 23,204 11,291 11,093
EBITDA ..ottt 72,499 52,156 48,303 23,447 24,565

Segment reporting

Geographical markets are the Group's primary segments. Segment information according to location of assets for YTD
2006:

Western Eastern Other

Europe Europe USA Segments Eliminations Total
External revenue................ 110,861 111,892 113,014 6,112 0 341,879
Internal revenue.................. 54,232 4,288 0 41 ( 58,561) 0
Total segment revenue....... 165,092 116,180 113,014 6,153 ( 58,561) 341,879

Inter-segment transfers or transactions are entered into under the normal commercial terms and conditions that would also
be available to unrelated third parties.

Segment results.................. 20,851 13,134 6,950 521 ( 9,597) 31,859

Segment report for YTD 2005:

Western Eastern Other

Europe Europe USA Segments Eliminations Total
External revenue................ 50,903 50,887 0 0 0 101,790
Internal revenue.................. 17,158 17,152 0 0 (34,310) 0
Total segment revenue....... 68,061 68,039 0 0 ( 34,310) 101,790
Segment results.................. 13,665 11,845 0 ( 74) ( 14,341) 11,095
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5. Financial income and (expenses)

Interest income and (expenses) are specified as follows in thousands of euros:

YTD 2006 YTD 2005

INEETESE INCOIMIE. ....cuvieetieeeetee ettt ettt ettt et e et e e e e e eeaeeeeateeeaeeeeteeeenseeeesseeeseeeenseeenseeans 1,575 1,199
Interest expenses.......... ( 10,772) ( 3,070)
( 835) ( 5,327)
( 10,032) ( 7,199)

Currency fluctuations

6. Earnings per share

The calculation of Earnings per common Share is based on the following data:

YTD 2006 YTD 2005

Net profit attributable to equity hOLAers..........ccooivvieiiieiiiiieeeceee e 31,320 10,381
Effect of accumulated premium on preferred Shares...........cooeeeeiecienenienieieieeneeeeeene ( 11,585) 0
Net profit attributable to equity holders of common shares.............ccccceverrereneineneenene. 19,736 10,381

Basic earnings per common share:

Outstanding common shares at the beginning of year............c.cccocveveriniiieiienieneeeeeeeenn 3,329 2,994
Effect 0f treasury SNATES.........cccvciiieiiiiiciecieieeeteete ettt st beebeeneeneens 24 ( 203)
Total average number of common shares outstanding during the period (in million).......... 3,353 2,791
Basic Earnings per common Share (EUR).......c..cccooiiiiiiiiiiiiieeeee e 0.00589 0.00372

Diluted earnings per common share:

Outstanding common shares at the beginning of year............cccceoeieiiinininieieneneeee 3,329 2,994
Effect of treasury Shares.........c.cooiiieiiiiieie ettt 24 ( 203)
Effect 0f StOCK OPLIONS. ... ccuiiuiiiiiiiteiieie ettt se e 12 3
Total average number of common shares outstanding during the period (in million).......... 3,365 2,794
Diluted Earnings per common Share (EUR)........cccoooiiiiiiiiiiiiiieeeeeeeee 0.00587 0.00372
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7. Goodwill

YTD 2006
Cost
At 1 JANUATY 20006.........ceiiieiiriiieieiitetette ettt ettt sttt sttt a ettt a et bt a ettt a et ea e a et n et ae e 787,934
Adjustment due to purchase price alloCatION..........c.eevuivieiririeiniieireeeeee ettt eaeae 98,721
Adjusted balance at 1 January 2000...........cc.ooeiiririeieieeeeee ettt bttt seeeseeaean 886,654
CUITENCY AAJUSTIMEINLS ....euvvietinieiieiiieiietitee ettt ettt ettt et ettt ettt ettt e b sttt e bt besa bt eb e be b e bt st ennenessenes ( 11,560)
At 31 March 2006 875,094
Accumulated impairment
AL 1 JANUATY 20006.........ceiiieiirtiieieiiteeet ettt ettt ettt sttt sttt ettt ettt a ettt a et a e n et a et eae e 3,300
AL 31 MATCH 2000........cciiiiieieeie ettt ettt ete et et e et e e teebeesbeesbeesbeesbeasseasseassaesseesseesbeesseesseesseenbeesseanseesseessennaans 3,300
Net book value 31 March 2000...........ccvieiiiiieiieiecie et ete ettt e te et esaestessaeebessseessessseessesssesssesssesssenssens 871,794

The goodwill is allocated among the four cash-generating units (CGU) which reflect the monitoring and management
structure of the Group. The four CGU's are the geographical markets Western Europe, Eastern Europe, USA and rest of
the world.

The Group tests goodwill on an annual basis for impairment. If there are any indications that goodwill might be impaired,
tests are made on a more frequent basis.

The recoverable amounts of the CGU’s are determined from value in use calculations. For calculation of the value in use
the management makes assumptions regarding the rate of growth, the discount rate and profit and cash generation.
Management estimates discount rates using the pre-tax rates that reflect current market assessments of the time value of
money and the risks specific to the CGU. The growth rates are based on industry growth forecasts. Profit and cash
forecasts are based on past experience and management assessment of the market for the next five years.
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8. Other intangible assets

Development
cost and Others
know-how intangibles Total
Cost
At 1 January 2000...........ceorueuerinieiiininieinreietee et 91,419 492,574 583,993
Adjustment due to purchase price allocation.........c...cceecevervecerenccenennennnne. 20,259 ( 103,524) ( 83,264)
Adjusted balance at 1 January 2006 111,678 389,050 500,728
Currency adjustMments .........covecerereeirerieinienieenenree et ( 1,678) ( 7,416) ( 9,094)
External additions .........cccceevieiieiieiiesiesieseese ettt ste e sre e sre e 2,409 441 2,850
Internal additioNS ......c.cccveeviieriieiieerieee et sre e be e be e 8,814 650 9,464
SALES <.ttt ( 140) 0 ( 140)
DISPOSALS -ttt ( 20) 0 ( 20)
At 31 March 2000........c..cueueririeiirinieieiniiictrieere ettt 121,062 382,726 503,788
Acculmulated amortisation
At 1 January 2000.........c.cevvieuerinieieiniieinreieee et 22,494 13,542 36,036
Adjustment due to purchase price allocation ( 3,560) (27) (3,587)
Adjusted balance at 1 January 2006 18,934 13,515 32,449
Currency adjustments .........coveceverieirierretienieenene ettt ( 701) ( 713) ( 1,415)
AMOTEISEA .ottt 3,343 8,706 12,049
At 31 March 2000........c..cueevirieuiririeieiniiicireeseeereee st 21,576 21,507 43,083
Net book value 31 March 2006 ..........cceoeererieinenieineneereseeeeseeeeseeaes 99,487 361,218 460,705

The amortisation and impairment losses of other intangible assets, classified by operational category, is specified as

follows:

YTD 2006 YTD 2005
COSE OF SALES. ....eeveireeiieeeteeeteeete et eete et ete e et e et e e e e eteeeteeetaeeteeetseeraeesseeesestseerseesseerseeasesasesnreens 234 168
Sales and MAarketing EXPENSES. ........ueveruerrerrerieieriertenteereeetestetessessesseeseessessessessesssessessessessens 1,343 13
AQMUINISITALION. ....vvieeveciriete ettt et et e ve et e reereeseeseeseesseeaseenseeaseenseenseenseeseenseenseens 9,315 49
Research and deVelOPMENL...........cc.ocuiriiriieiieieieieeieeeetee ettt eneens 1,156 1,410

12,049 1,640
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9. Property, plant and equipment
Property Machinery and

and plant equipment Total
Cost
At 1 JanUary 2000.........ccerieirieieieieseeeeet ettt ean 140,139 337,586 477,724
Adjustment due to purchase price allocation.............ccceceevevierrerienreeeeeennene 101,517 23,551 125,067
Adjusted balance at 1 January 2000.............cccceueeirrieenieieeninieeeneeeeeienens 241,655 361,137 602,792
CUurrency adjuUStMENtS .........ccvevveruierieieieienieeteereeeeeteeesteereese s eaessesseeseeesens ( 9,353) ( 11,370) ( 20,722)
Additions due t0 ACQUISILIONS ......c.eevierieieierieeiieiieieierie e ereereeaeaesseeseeeeenees 4,175 0 4,175
AQAIHONS .ttt 2,760 13,489 16,248
SALES ...ttt ettt ettt bttt bttt ene s 0 ( 161) ( 161)
DISPOSALS ...eneitieeietet ettt 0 ( 495) ( 495)
At 31 March 2006.........coeieieieiieieieiieieiee ettt eeneas 239,237 362,600 601,837
Accumulated depreciation
At 1 JanUary 2000.......c.couerieieeiieeieeseeeee ettt 23,800 107,654 131,454
Adjustment due to purchase price allocation.............ccoeeeeecierieriereeeeeennenn 43,011 84,418 127,429
Adjusted balance at 1 January 2000.............cccceueeirrieenieieeinieeiseeeeeenens 66,311 192,072 258,883
CUurrency adjuUStMENtS .........ccuevueruierierieiieienieeteereeeeteneesreere e essesessesseeseeenens ( 2,327) ( 5,355) ( 7,682)
SALES ...ttt ettt bttt s s 0 ( 65) ( 65)
DISPOSALS ...ttt ettt 0 ( 259) ( 259)
Depreciation of assets diSPOSEd ........c.eeeruieierierieneiieieieiee e 0 ( 56) ( 56)
DEPIECIALION ..ottt ettt st ese et sbe b sbesseeseeseensenes 1,686 8,721 10,407
At 31 March 2006.........cceieeieirieieiieieieieeieeie ettt eseeeeeas 66,170 195,059 261,229
Net book value 31 March 2000 .........ccoceeeerireinirieieinieeesieeeeseee s 173,068 167,541 340,609

Depreciation and impairment losses, classified by operational category, is shown in the following schedule:

YTD 2006 YTD 2005

COSt OF ZOOAS SOLA ..ovieiiiiieiieiieietee ettt sttt e s s ne s ebe e 7,146 2,454
Sales and MAarketing EXPENSES .......c.ccveruerrerrerieierierienteeteeseetetessessesseeseessessessessssseessessensessens 1,021 491
AQMINISITALION ...ttt ettt ettt sttt sttt sae e e bt st e ebesbeneenen 710 455
Research and develOPmMENt ............cccecuiiieiiiieieieiee ettt ettt ere et sbe s erens 1,530 651

10,407 4,051

Properties, plants and equipments are pledged to secure general banking facilities granted.
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10. The Consolidation

At the end of the period the Company owned twenty-six subsidiaries that are all included in the consolidation. The
subsidiaries owned fifty subsidiaries at the end of the period. The companies are as follows:

Name of subsidiary Location  Ownership Principal activity
Actavis hf. (Delta hf.) .......cccoooeninninnn. Iceland 100% Production, Sales and Marketing
Actavis BV (Medis Holland BV) .............. Netherlands 100% Holding company
Actavis Ltd. (Pharmamed Ltd) ............... Malta 100% Production, S&M and R&D
Actavis Trading Ltd .......cccooeverinenenne Malta 100% Trading
Alpharma B.V. ..o Netherlands 100% Sales and Marketing
Higia AD ..ooooiiiriiieenieecneeeeeee Bulgaria 100% Distribution
Actavis Ltd. ..cccooveveiininciiincneecne Cyprus 100% Holding company
Actavis EAD (Balkanpharma AD) ......... Bulgaria 100% Holding company and S&M
Actavis Operations Ltd. .........c.cccccee. Bulgaria 100% Holding company
Balkanpharma Dubnitsa AD ............. Bulgaria 95% Production
Balkanpharma Troyan AD ................ Bulgaria 98% Production
Balkanpharma Razgrad AD .............. Bulgaria 94% Production
Balkanpharma Security AD .............. Bulgaria 100% Security services
Balkanpharma OOO ..........ccccceueuenee. Russia 100% Sales and Marketing
Actavis OO0 ......cccccvverecinenennnennee Russia 90% Sales and Marketing
Balkanpharma Healthcare Int. ................ Cyprus 100% Sales and Marketing
MM Pharma LLC .......ccccvveneinicienee USA 100% Sales and Marketing
Verben S.A. ..o Uruguay 50% Production, Sales and Marketing
Actavis UK Ltd. ....oooeineieinieinceineee UK 100% Administration
Actavis Inc. (Pharmaco Inc.) .......cccoeeueenene USA 100% Business Development
Alpharma USPD Inc. ....ccccoenirininnnne USA 100% Production
Amide Holding Inc. .....ocooveiviniininnnne USA 100% Holding company
Amide Pharmaceuticals Inc. ................ USA 100% Production, S&M and R&D
G.F. Reilly Company ........cccccceereerennens USA 100% Holding company
Point Holdings Inc. .....c.cecceveenecvecnncnnnne. USA 100% Holding company (Real estate)
Colony Pharmaceuticals Inc. ............... USA 100% Legal company
Purepac Pharmaceuticals Co. .................. USA 100% Production
Actavis Ireland ........cccoceveininiinenccncne Ireland 100% Sales and Marketing
Actavis Nordic A/S ....cooeieiiiiiiieeee Denmark 100% Business Support
Alpharma AB .....cccccviviiniinieee Sweden 100% Sales and Marketing
Alpharma Germany GmbH .................... Germany 100% Holding company
Alpharma Management GmbH ............ Germany 100% Administration
Alpharma-Isis GmbH & Co. KG ........ Germany 100% Sales and Marketing
Alpharma International GmbH ............... Germany 100% No activity
Alpharma OY ...cccoeoieiiiiiiiiiieeeeee Finland 100% Sales and Marketing
Alpharma Pharmaceuticals GmbH ......... Germany 100% No activity
Actavis A/B (UNP Sweden AB) ............ Sweden 100% Sales and Marketing
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Consolidation, continued:

Actavis A/S oo Denmark
Actavis A/S oo Norway
Actavis Norway A/S Norway
Actavis OY ..ooverieieieeeeceeeee Finland
Nordisk Ibu-Pharma ApS ....................... Denmark
GM Invest BV ... Netherlands
Kéri Pharma Generics Kft ..........c......... Hungary
Orbita APS ....oovireieieieeeeeeeneeeeenen Denmark
Ophtha A/S .c.ooiiiieeeeee Denmark
UAB Actavis Baltic .......ccccooeverineenee. Lithuania
Actavis Pharma India
Alpharma (China) Holding Ltd. ................ Hong Kong
Alpharma (Foshan) Pharmac. Co. Ltd. ...  China
Alpharma Holdings Ltd. ......c.cccocccveennennne. UK
Alpharma (UK) Ltd. ...ccooovviiiiniieene UK
Cox Investments Ltd. .......cccecererinnne UK
Alpharma Ltd. ....coccoveeveininiineene. UK
Alpharma Laboratories Ltd. ...........cccoceee. UK
Alpharma (Singapore) Pte. Ltd. ................. Singapore
Biovena Pharma Sp. .......cccovenecinincnnicnnne Poland
Colotech AS, ..ooooeeeeeeeeeeeeeeeeeee e Denmark
Fako Tlaglari AS ...oooveeveeveeeeeeeeeeeeeee Turkey
Lotus Laboratories Ltd ..........cccccvvereinennee India
Medis GmbH ......c.ccoevinenieininciiiceee Germany
Medis Ltd. ..coovveerinieinicireecneeceee Isle of Man
Medis ehf. .....cooiriiiiiee Iceland
Medis Danmark AS Denmark
NM Pharma ehf. ... Iceland
Oncopharma AG ........ccceevevvevienenieieieenn, Switzerland
Sindan Polska SA ... Poland
Pharma AVALANCHEEe s.1.0. .....ccevruenee Czech Rep.
Pharma AVALANCHEe s.r.0. ................  Slovakia
PT Alpharma .......ccccceeevevevenenineneeeenne Indonesia
Sindan AG ..o Switzerland
Sindan Pharma SRL ........c.cccceceninninnnne Romania
Sindan SRL .....cocooiiiiiiiieeee Romania
Zenara Pharma Ltd. .......cccocoveveinencinenn. UK
Zdravlje AD .....coeoreniiiiceee Serbia
Zdravlje T Trade Ltd. .......cccvvereenneneee Serbia

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
90%
100%
100%
100%
100%
100%
100%
100%
86%
100%
100%
60%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
50%
73%
100%

Sales and Marketing

Sales and Marketing
Production

Sales and Marketing

Sales and Marketing
Holding company

Sales and Marketing
Holding company

Sales and Marketing

Sales and Marketing
Research and Development
Holding company

Sales and Marketing
Holding company

No activity

No activity

Production, S&M and R&D
No activity

Sales and Marketing

Sales and Marketing
Research and Development
Production, S&M and R&D
Clinical Research Organisation
Sales and Marketing

Sales and Marketing

Third party sales

Third party sales

Sales and Marketing
Distribution

Sales and Marketing

Sales and Marketing

Sales and Marketing
Production

Holding company
Production

Distribution

Joint venture

Production, S&M and R&D
Sales and Marketing

At the end of March the Company acquired Sindan AG for EUR147.5 million. The effects of the acquisition is classified

among other investments in the balance sheet.
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11.  Acquisitions

In accordance with the relevant IFRS standard, the Company carried out an assessment of the fair value of the assets and
liabilities of each of the businesses and companies acquired in 2005. The IFRS standard allows a period of up to one year
from the date of acquisition for the assessments to be completed by the Company.

The enclosed amendment to the balance sheet of 1st of January 2006 is due to continued work in relation to the
assessment of the fair value of assets and liabilities acquired through the purchase of the generic business of Alpharma.
The assessments have been carried out with the assistance of outside experts. The assessments are provisional but no
material changes are foreseeable.

New balance
Previously = Change dueto  at year-end

Changes in the balance sheet at year-end 2005: reported PPA 2005
Assets

DEeVElOPMENE COSL....euviriiiieieieieieeie ettt ettt ettt e ste e eseesesesseeneeneens 68,925 23,819 92,744
GOOAWILL ..ttt 784,634 98,721 883,354
Other intan@ible ASSELS..........ccueriiriiriieieieieriese ettt ee e saesaeereereens 479,032 ( 103,497) 375,535
Property, plant and eqUIPMENt............cceoverrereiieieieiere e 346,270 ( 2,362) 343,909
Deferred taX @SSELS....cviiivieiiiieeieere ettt ettt et e 54,417 4,163 58,581
Other 1ECEIVADIES. ... .ccuviceeiceieciiectieceeeee et eve e v 5,813 4,873 10,686
Liabilities

Deferred income tax lability.........ccoccveeveierienieneiieieieiee e ( 78,506) ( 25,718) ( 104,224)

12.  Inventories

YTD 2006 2005

Raw material......... 85,288 101,299
Work in progress 28,182 34,341
FIniShed SOOMS ......eoiiiiiee et e, 110,679 92,999
OFNET INVENTOTIES. .....vviiieeeeeeieeeetee et e et e et e et e e ettt e eeteeeeaseeeaeeeesseeeeseeeeteeeeseeeesseeeseeeesseesnreas 4,331 2,728
228,481 231,367

The Group has pledged certain assets, including inventory to secure general banking facilities granted.
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13.  Share capital

Total share capital comprises of class A common shares and class B preference shares. The Company has 100
outstanding class B preference shares with a nominal value of EUR100,000. As preference shares they entitle the
shareholders to receive dividend payments before class A common stock shareholders but exclude any voting rights.

The Company has the right to redeem at any time the Class B shares until May 2011 at a redemption price that equals the
original sales price with 11% annual premium for the first year. This premium is increased by 1% each year until
maturity. After May 2011 shareholders of Class B shares have the right to convert the Class B shares to Class A common
stock shares at an exchange rate that, if exercised in full, would result in 39% shareholding in Class A common stock.

Changes in the nominal value of class A common stock during the year are as follows:

Number of
shares in

thousands EUR
Outstanding class A common stock at 1 January 2005.........ccccoceeveiiiiineninieieeereeeeene 2,791,162 36,181
NEW SNATES ISSUEA. ......uvviieeeieetie ettt e ettt ettt et e e et e et e e eateeeeaeeeeteeeeeaeeeeaseeeseeeenreeenns 360,891 4,557
Purchase of treasury Shares..........coooviiiiiiiieeee e ( 22,318) ( 288)
Sale Of treasUIY SHATES. ........oouiiiiieieieeec ettt eneene 199,366 2,512
Outstanding class A common stock at 1 January 2000............cccoeoerierenininiienenieneiceeeeene 3,329,101 42,962
Purchase of treasury shares ( 5,500) ( 67)
Sale of treasury shares............ccceeeeverinenenieneeeeeee 25,570 117
Outstanding class A common stock at 31 March 2006 3,349,171 43,012

Class A common stock is as follows and the nominal value of each share is one Icelandic krona.

Number of
shares in
thousands Ratio EUR
Outstanding common stock at the end of the period............ccecevenininincns 3,349,171 99.8% 43,012
Treasury shares at the end of the period...........ccocoeoeiiiininiiniieee 5,500 0.2% 67
Total common StOCK ISSUE........ceeeuverreiirieireierieceeeiee ettt e e eree e 3,354,671 100.0% 43,079

14.  Other reserves

Included in other reserves are translation reserve, stock option reserve and statutory reserve.

The translation reserve comprises all foreign exchange differences arising from the translation of the financial statements
of foreign operations and is recgonised directly as a separate component of equity.
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15.  Stock options

Actavis Group has granted its employees stock options exercisable in the years 2006 - 2007. The Company intends to use
treasury shares and / or increase share capital to meet the obligations. These stock options at the end of the period
amounted to 35,9 million shares.

Number of shares
Contract rate (ISK)/Conditions/Date granted 2006 2007 Total

2,64/Conditional/June 2001 377 0 377
38.5/Conditional/June 2005 18,294 17,249 35,543
18,671 17,249 35,920

Options are terminated if an employee leaves the Group before the options vest. The stock options granted in June 2005
are exercisable in 10 days from exercise date which falls on 10 November in 2006 and 2007 respectively.

16. Risk management

The principal objective of risk management is to reduce financial risk in the Group and to increase its financial stability.
The Group's risk management policy constitutes a framework of guidelines and rules covering areas such as foreign
exchange, interest, and use of derivatives, as well as liquidity and credit risk. The Group's treasury and risk management
function is centralised and supports this objective by identifying, evaluating and hedging financial risk. The Group's
Treasury guarantees cost-efficient funding and acts as an internal bank for the subsidiaries.

* Foreign exchange risk, transaction and translation exposure

The Group operates internationally and is exposed to foreign exchange risk from various currencies. The underlying net
foreign exchange transaction exposure is hedged with derivatives, mainly foreign exchange contracts. These instruments
all mature within one year. The Group only hedges foreign exchange currency cash flow forecast of less than 12 months.
Translation risk arises as a result of converting the Group's financial results to the functional currency. Translation risk is
not hedged.

* Interest rate risk
Fluctuations in interest rates have direct impact on earnings. The interest rates used in the Group's budget are based on
forward rates and the Group's policy is to have the majority of funding on floating interest rates.

* Credit risk
The Group has no significant credit risk. To minimise credit risk the Group focuses on ensuring that customers have an
appropriate credit history and sufficient guarantees. There is in place an active monitoring process within the Group.

* Liquidity and refinancing risk
The Group has uncommitted and committed credit lines in place to maintain sufficient liquidity and flexibility in funding.
The Company is a net borrower and surplus liquidity is used to repay external debt.
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17.  Interest bearing loans

Interest bearing loans are specified as follows:

YTD 2006 2005
L0ANS TN USD ..ottt ettt ettt sttt sttt b et ete b e s ese b essesa b eseebe s eseesasseneene 910,982 174,012
L0aANS i EUR L....oiiiiiiicieiiectete ettt ettt ettt b s ss b s s b s neenas 177,826 689,476
L0anS i GBP ...ttt eaeens 0 227
D I0a TN s I 3 1LY 1 RS ROPRPRRRRRY 8,182 8,488
L0ans i BGL ......ooiiiiiiieeeee ettt ettt e eaes 0 1,534
L0ANS AN ISK ..ottt ettt et ettt se et b st et bens et b aseaeenan 14,455 16,362
Loans denominated in Other CUITENCIES .........ccueeviriirieierieieeieeieieieiee et 1,124 673

1,112,568 890,772
Current maturities, included in interest bearing 10ans ..........c.ccoceeevererirererneneninenerenenees ( 193,365) ( 22,383)
INterest DeAring LOANS .........ccccueviiriiiiieieieiere ettt ettt et et sbesaeeteesaesbesaesseeseesnensensennas 919,203 868,389
Aggregated annual maturities are as follows:
On demand or within 12 months 193,365 22,383
Within 24 months ............... . 13,833 20,796
Within 36 months 134,780 126,197
Within 48 months 136,994 128,290
Within 60 months 614,102 576,575
Subsequent years 19,495 16,531

1,112,568 890,772

The Company has pledged certain assets to secure banking facilities granted. The equivalent EUR808 million loan facility
and the EUR250 million revolving credit facility include certain financial covenants; both standard for such a facility as
well as company specific. Included in the loan agreement is various provisions which limits Company's actions without
prior consultancy with the lender. The main, being certain net debt/EBITDA requirements and restrictions on further
M&A activity.

18. Retirement benefit obligation

The retirement benefit obligation represents an employee termination indemnity due to the Turkish subsidiaries. In
accordance with the existing social legislation in Turkey, companies are required to make certain lump-sum payments to
employees whose employment is terminated due to retirement or for reasons other than resignation or misconduct. Such
payments which are calculated on the basis of an agreed formula, are subject to certain upper limits and are recognized in
the accompanying financial statements as accrued. The reserve has been calculated by estimating the present value of the
future obligation of the Group that may arise from the retirement of the employees.
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19.  Obligation under finance leases

Accounts payable under finance leases: Min. lease Min. lease Remaining Remaining
payments payments balances balances
YTD 2006 2005 YTD 2006 2005
Obligation under finance 1€ases ...........ccceeceeveerierreerereeciennns 26,056 26,414 17,016 17,627
CUurrent MALUTIEIES ....c.evveveuerieieerieieenee et 3,249) ( 3,084) ( 2,185) ( 2,111)
Long term obligation under finance leases 22,806 23,330 14,831 15,516
Aggregated annual maturities are as follows:
On demand or within 12 months .............cccceeevvieeiiiecreeene, 3,249 3,084 2,185 2,111
Within 24 months .......c.cccveveiiiineinencneceeeeeen 3,147 3,048 2,308 2,582
Within 36 months .... 1,874 1,885 1,177 1,251
Within 48 months .......c.cccoeveiiineinencneceeeeeen 1,470 1,371 847 766
SUDSEQUENT YEATS ....oovvenriiieieiieiieieieeie ettt eeeae e e 16,316 17,026 10,499 10,916
26,056 26,414 17,017 17,626
Less: future finance charges ...........cocoveeveienieneieeeeienenn, ( 9,040) ( 8,788)
Remaining balances ...........ccoceeveeeevienienenieieieieeeeeeeeeeneen 17,017 17,626

The management estimates that the fair value of the consolidated lease obligations approximates their carrying amount.

The obligations under finance leases are pledged by the lessor's charge over the leased assets.

20. Deferred tax
Deferred tax ~ Deferred tax

assets liabilities Net
At 1January 2000 ..........coeieeeeiririeieinieieieeeeee ettt 54,417 ( 78,506) ( 24,089)
Adjustment due to purchase price allocation 4,163 ( 25,718) ( 21,554)
Adjusted balance at 1 January 2000............cccoeveeirrieenineeinieeiseeeeenens 58,581 ( 104,224) ( 45,644)
Calculated tax for the period ..........cocvevievierieriiieieeee e ( 1,235) ( 6,916) ( 8,150)
Income tax payable for the period ...........ccceceevveviirenieieieieee e 1,085 11,780 12,865
Exchange differences ..........ccocererieiiiieieieicceeceeee et ( 2,548) 3,086 538
At 31 March 2000.........c.oovueuiirieiiiieieceeeeeie ettt 55,883 ( 96,274) ( 40,391)

21. Provisions

Other
provisions
AL 1 JANUATY 20006......c.eeeiieieeiteieett ettt et et et et e e bt et e e be e bt et e et e e be e bt et e e bt et e e bt e be e bt enbeenbeenbeenbeenteentes 2,474
Additional provision during the Period.........c.cccevuiririeiierienieiieeetei ettt ettt et aessesse e eseennensensene 4,304
ULIlISAtION OF PIOVISION. c.c.teutititinietiiteietet ettt ettt ettt ettt b et s bt s e bt s e bt e st e b st eatebe b e st ebe st e e ebeneeneene ( 1,430)
UNWINAING OF QISCOUNL. ...c..iiviitieiieieieiti ettt ettt ettt ettt et et e sbeeseeseessessesseeseeseessensensenseeseeseensensensensenns 29
EXChange differenCe.......c.oouiiuieieiiiieii ettt ettt ettt et e b s aeese e s e besaeeseeseesbenbesseeseeseennan 20
AL 31 MAICH 2000.......cocuiiieeiiieteieeete ettt ettt ettt bt ettt ettt e st et n et et neneas 5,397
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22.  Commitments

Commitments
Contingent liability due to €arn-0Ut CLAUSES........c..ceiteiiirieriierieie ettt 35,830
Loan guarantee granted to SUDSIAIATIES .........ccverieriiriieiieieieieste ettt ettt et e b s ese e e s essesseeseeseeneensansas 12,000
Commitment to invest in Serbia during NeXt three YEArS ..........ccccverieriiriieieieierieieeeeteet ettt ee e see s e 4,300
Commitment to increase share capital in subsidiary during next three years ..........cccceceverieieieecienienesreeeennn 2,000
AL 31 MAICH 2000.......cocuiiieiiiieieieete ettt ettt etttk b et b ettt ettt et ne e be s 54,130

Purchase agreements in respect of acquired businesses include earn-out clauses based on performance. The total value of
these earn-out clauses is capped at EUR88.0. Within this amount, the earn-out clause in respect of the acquisition
agreement for Amide Pharmaceuticals Inc. represents a value of up to EUR83.0 million. As at 31 March 2006, EUR55.1
million of the Amide Pharmaceutical Inc. earn-out had been recognised. Subject to conditions, the balance of up to
EUR27.9 million will be payable in March 2007.

23.  Contingent liabilities

German authorities required the Group’s German subsidiary to provide updated safety and efficiency data on one of its
major product on or before November 2004. The subsidiary complied but has received a non-approval letter. The
subsidiary has appealed this decision to the Administrative Court which has suspended effect. If market authorization for
the product is withdrawn, the subsidiary’s operating income would be significantly impacted. The subsidiary was
included in the acquisition of the Alpharma subsidiaries effective on 18 December. In the purchase price allocation the
fair value of this product was determined taking this uncertainty into consideration.

In June 2003, Alpharma Ltd. UK received a request for certain information from the United Kingdom Office of Serious
Fraud. The Serious Fraud Office (SFO) requested documents related to the Company’s dealings with several of its
competitors with respect to activities in certain specified drugs during the late 1990s. The Company responded to this
request and has been informed by the SFO that it has initiated a criminal investigation of possible violations of laws by
the Company and its former UK executives. If the Company is found guilty it could be subject to a fine in an amount not
limited by statute.

24. Financial ratios

The main financial ratios for the Group are as follows: YTD 2006 2005
EQUILY TALIO ...ttt ettt ettt a et ee 0.40 0.42
CUITEIE TALIO. ...ttt ettt bttt et b st sneseebe s seebe s seerennens 1.37 1.65

YTD 2006 YTD 2005

EBITDA.....c oottt ettt ettt ekttt et ettt e st s s e st st ebe s et ebes et eseseneaee 72,499 24,565
EBITDA as a percentage Of TEVENUES. ........c.cceevieieierierienteeteeteeeeiessesseeseeseessessessessesseessensens 21.2% 24.1%
Working capital provided by operating aCtivities...........ccevvereeererirerienieereneererieeseneeenees 52,141 24,759
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