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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 EUR70.1 million, according to the income statement. Total equity amounted to EUR961.4
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 is affected by the
acquisition as of 1 April.

The Group's consolidated interim financial statements for the nine months then ended 30 September 2006 were approved by the
board of directors and the president and CEO of Actavis Group hf. on 9 November 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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Consolidated interim income statement
for the nine months ended 30 September 2006

2006 2005 2006 2005
Notes Q3 Q3 YTD YTD
NEL SAIES ..o 313,214 153,390 997,494 366,068
COoSt Of SAIES ... (184,989) (72,864) (585,727) (186,500)
Gross Profit ... 128,225 80,526 411,767 179,568
Other operating iNCOME ..........ccccocerevrernennn. 10,592 7,548 32,244 18,649
Sales and marketing .........cccoevverveivrnriennene (46,832) (22,219) (143,281) (57,063)
Research and development ...........cccecviennee. (13,011) (14,443) (50,391) (32,817)
General and administrative ..........cc.ccoceeeveeas (32,428) (14,860) (98,337) (36,334)
(81,680) (43,973) (259,765) (107,566)
Profit from operations ............c..cccce.ee... 46,545 36,553 152,002 72,003
L0ss from associates .........cccecereereneeenenenne 0 (801) 0 (801)
Financial income and (EXPenses) ..........cc.vev.. 5 (38,325) (8,683) (62,866) (16,369)
Profit before tax .......cccooeovviecnncinnnnns 8,220 27,069 89,136 54,833
INCOME TAX ..o 21 (16) (3,864) (18,987) (9,245)
Net Profit .....cccoeeeiii 8,203 23,204 70,149 45,587
Attributable to:
Equity holders of the Parent ............c..ccc.c...... 7,859 22,603 69,142 43,496
Minority iNterest ........ccvvvverveneincneseene 345 601 1,007 2,091
NEt Profit .....coeeeeeieieeee e 8,203 23,204 70,149 45,587
Earnings per Share 6
Basic Earnings per Share (EUR) ................... (0.00073) 0.00679 0.01128 0.01464
Diluted Earnings per Share (EUR) ............... (0.00072) 0.00679 0.01123 0.01464
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Consolidated interim balance sheet at 30 September 2006

Notes 30.9.2006 31.12.2005
Assets
Non-current assets
GOOAWIIT ... 7 902,553 890,142
Other intangible 8SSELS ......ccviiriiiiiicree e 8 535,577 456,804
Property, plant and eqUIPMENT .........cceiiiiiiieeee e 9 364,647 343,909
Investment in associated COMPANIES .......ccviverieirierieiinieieie e 0 253
Other INVESIMENTS ..oveveiireeieirie ettt nenea 635 701
DEferred TaX @SSELS ...c.viuiireieririeieerte e 21 57,515 58,581
1,860,927 1,750,390
Current assets
INVENTOTIES ..ottt bbb 13 250,168 231,367
Fair value deriVatiVES ..........ccoeoiiiiiiiie e 2,421 9,205
Trade and other reCeIVADIES ..........cooiiiiiic e 350,202 299,616
Cash and cash equIVAIENES ..o 67,715 99,308
670,506 639,496
Total assets 2,531,433 2,389,885
Equity and liabilities
Stockholders' equity
Share CapItal ........covoereeeeee s 14 52,649 52,961
SHare PrEMIUM ..o.eiiieiiieiei ettt et nee e ene s 678,947 687,764
OLNEI TESEIVES ...ttt ettt ettt e e et e st e e st e e st e e st e e e st e e sbeeesnaeesanes 15 (97,549) 10,012
REtaiNed BAIMINGS .....ovveeiieieeieee et ettt ene s 315,739 246,597
949,786 997,334
MINOFILY INEEIEST ...ttt ene s 11,647 10,695
Total equity 961,433 1,008,029
Liabilities
Non-current liabilities
Interest Dearing 08NS ..........cooeiiiei e 18 1,065,606 868,389
Retirement benefit obligation ............ccoeiviieiiic 19 13,585 11,558
Obligations under fiNANCE 1EASES .........ccvveiiiriiiireece e 20 16,276 15,516
Deferred income tax liabilities ..........coocvveiiniinini e 21 93,896 99,537
1,189,363 995,000
Current liabilities
Interest Dearing 08NS ..........cooeiiiei e 18 49,139 22,383
Accounts payable and other Habilities ...........ccocoviiiiniii 320,952 359,888
Obligations under fiNANCE 1EASES ........ccciveiiiriiiirieceee e 20 2,867 2,111
PIOVISIONS ..ttt bbbt 22 7,679 2,474
380,637 386,855
Total liabilities 1,570,000 1,381,856
Total equity and liabilities 2,531,433 2,389,885
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Consolidated interim statements of cash flows

Notes YTD 2006 YTD 2005
Cash flows from operating activities
Profit for the PEriod ........ccevviieiiicr e 70,149 45,587
Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation and impairment of fixed assets ..........cccecvereiiineiicneiiene 9 30,696 14,524
Amortisation and impairment of intangible assets ..........ccccovvniieinicienns 8 34,888 9,785
Currency fluctuations and iNdeXation ...........ccccoeereinereineneineeeee (8,523) 2,270
Changes in deferred tAXES ... (10,457) 5,317
Loss on sale of investment in other COMPanIes ..........ccoccvvrncieincnennienn 25,000 0
Other CRANGES ..ottt ene s 6,782 3,663
Working capital provided by operating activities 148,535 81,146
Changes in operating assets and liabilities:
INVENTOTIES, INCIBASE ....vvveveevereeieeterieriete et ete ettt st see e ene s (21,676) (4,353)
Short-term receivables, INCIEASE ...........covevrereiiereecere e (50,531) (15,395)
Short-term liabilitieS, INCIEASE .......ccveieeeie e 6,159 16,728
Changes in operating assets and liabilities (66,048) (3,020)
Net cash provided by operating activities 82,487 78,127
Cash flows to investing activities
Increase in iNtangible @SSETS ........ccovevierieiieee e (38,007) (26,059)
Proceeds from sale of intangible assets ..........coeovvereiiieiei i 737 0
Investment in property, plant and eqUIPMENt .......cccoeveererieereieeeeee (64,566) (42,609)
Proceeds from sale of property, plant and equipment ...........cccceevviereivrenennnn. 528 3,344
Investment in subsidiaries and other companies net of cash acquired .............. (184,924) (353,989)
Proceeds from sale of investment in other companies ...........cccooeeevvviiinneene. 0 3,657
SECUNLIES, CNANGE ....eviiieietc b 0 17,737
Net cash used in investing activities (286,232) (397,918)
Cash flows from financing activities
Changes in capital StOCK .........ccoovrveiiiieire e (9,129) 240,422
DiIVIAeNd PaI .....cooveieiciesiece e 0 (3,554)
Proceeds from [ong-term DOIrTOWINGS .......cceveirieieiieiec e 238,455 414,657
Payments of 10ng-term debt ..........coooiiiieicieee e (27,707) (148,095)
Changes iN bank 108NS ..........cooeiiiiri s (27,848) (118,867)
Changes in finance leases (434) (1,687)
Net cash generated from financing activities 173,337 382,876
Net change in cash and cash equivalents ... (30,408) 63,084
Effects of foreign exchange adjustments ... (1,185) 4,450
Cash and cash equivalents at beginning of year ..........c.ccccooveivineinencinenne, 99,308 17,325
Cash and cash equivalents at end of Period ..........cccccvnieeniiinnccne 67,715 84,859
Other information
INEEFESE PAIA ..ot (25,819) (10,934)
INCOME TAX PRI ...ttt (18,568) (6,714)
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Consolidated statement of changes in shareholders' equity

Share capital

Common Preference Share Other Retained Shareholder's Minority Total
shares shares premium reserves earnings equity interest equity
Balance at 1 January 2005 .........ccccooeeirieienneienseeenes 36,181 0 98,332 (23,410) 172,149 283,252 9,853 293,105
NEW SNAres iISSUEM .........ccoorueeririeiiinnei e 4,557 160,895 165,452
Changes in treasury StoCK .........cccoveverinieinscirccee 2,223 82,039 84,262 84,262
Preference Shares isSUed ..........ccoveerreieninsciincee e 10,000 346,498 356,498 356,498
Translation difference ... 31,674 31,674 31,674
Accrued StOCK OPLION ........cviiirieinieeree e 1,748 1,748 1,748
Net profit for the year ..., 78,007 78,007 2,995 81,003
Changes in minority INterest ..........cocoevvrreenneeiiineeens 0 (2,153) (2,153)
Dividend Paid ........cccoeeiiiriiireee e (3,560) (3,560) (3,560)
Balance at 31 December 2005...........ccccovrreiennieienineieeeas 42,961 10,000 687,764 10,012 246,597 997,334 10,695 1,008,029
Changes in capital StOCK ..........ccccvrirreiiniiinree e (312) (8,817) (9,129) (9,129)
Granted StOCK OPLIONS........ccoveiririeieireeeineee s (37,005) (37,005) (37,005)
Translation difference ... (71,730) (71,730) (71,730)
Accrued StOCK OPLION ........ceiririeiniieerree e 1,174 1,174 1,174
Net profit for the period...........ccccoviiinniiniicce 69,142 69,142 1,007 70,149
Changes in minority INterest ...........cocovevvrreenineeiiseeens 0 (55) (55)
Balance at 30 September 2006............ccccoevirinneicniineene, 42,649 10,000 678,947 (97,549) 315,739 949,786 11,647 961,433
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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 IFRS 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 operating 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 loss 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.

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.
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Notes to the consolidated interim financial statements

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.

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.
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Notes to the consolidated interim financial statements

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.

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.
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Notes to the consolidated interim financial statements

-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.

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:

2-8%
10-33%

Property and plant
Equipment

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.

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.
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Notes to the consolidated interim financial statements

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 recognised as a liability in the period declared.

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.
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Notes to the consolidated interim financial statements

Interest-bearing loans

Interest-bearing borrowings are recorded initially 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.

3. Quarterly statements

Q3 Q2 Ql Q4 Q3

2006 2006 2006 2005 2005

NEt SALES ...cuenriiierercicieere et 313,214 351,224 333,056 185,316 153,390
CoSt Of SALES .. ( 184,989) ( 205,376) ( 195,362) ( 89,970) ( 72,864)
Gross profit ................ 128,225 145,847 137,694 95,346 80,526
Other operating income .. 10,592 12,830 8,822 9,231 7,548
Sales and marketing ........... - ( 46,832) ( 49,453) ( 46,995) ( 24,311) ( 22,219)
Research and development ..........c.cccveeneiinncnnne ( 13,011) ( 20,265) ( 17,115) ( 21,472) ( 14,443)
General and administration ...............coceeevevenieeenee ( 32,428) ( 33,544) ( 32,365) ( 24,284) ( 14,860)
Profit from operations ...........ccccceovrvnrrvrsnennns 46,545 55,416 50,041 34,510 36,553
Financial income/(€Xpenses) ........c.ccoeveeerervererveneneas ( 38,325) ( 14,509) ( 10,032) 3,153 ( 8,683)
Loss from associates . 0 0 0 ( 1,015) (801)
Profit before tax ... 8,220 40,908 40,009 36,648 27,069
INCOME LAX vt ( 16) ( 10,821) ( 8,150) ( 1,232) ( 3,864)
NEt Profit ..o 8,203 30,088 31,859 35,416 23,204
EBITDA ..ottt 65,702 79,386 72,499 52,159 48,304
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4.  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...........c.cccceuneee. 352,599 320,117 344,419 19,602 (6,999) 1,029,738
Internal revenue..........c..ccocveee.. 168,586 22,987 6,639 565 ( 198,778) 0
Total segment revenue................ 521,186 343,105 351,058 20,167 ( 205,777) 1,029,738

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.............cccceuunee. 50,954 13,872 37,604 1,941 ( 34,222) 70,149

Segment report for YTD 2005:

Western Eastern Other

Europe Europe USA Segments Eliminations Total
External revenue...............c.......... 127,115 219,564 0 38,038 0 384,717
Internal revenue...........cccveueeeee. 114,254 1,290 0 206 ( 115,750) 0
Total segment revenue................ 241,369 220,854 0 38,244 ( 115,750) 384,717
Segment results.........cccoeeirienene 11,459 28,153 7,601 ( 1,626) 45,587

5. Financial income and (expenses)

YTD 2006 YTD 2005

Interest income...... 2,943 2,075
Interest expenses 37,781) ( 12,200)
Net loss on disposal of shares in other COMPANIES..........c.ecirveuiririeirieirieeeiee et ( 25,000) 0
CUITENCY FIUCTUALIONS. ...ttt ettt ettt ettt st et eb et nesenene ( 3,028) ( 5,044)
Write-down of investment in associated COMPANIES.......cc.evueruerverieieieirirerienentetetet et 0 ( 1,200)

( 62,866) ( 16,369)
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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 NOIAETS.......c..c.eciriiiriiiirieiecec et 69,142 43,496
Effect of accumulated premium on preferred shares............cccoeivieiiiiiiinieinneeeee e, ( 32,028) 0
Net profit attributable to equity holders of common shares.............cccoccceveirninncinncnncccees 37,114 43,496

Basic earnings per common share:

Outstanding common shares at the beginning of Year............ccoeiviioiniininncceceeseee 3,329 2,970
Effect Of treasury SHATeS..... ..ottt ettt ( 39) 0
Total average number of common shares outstanding during the period (in million)..........c.cccccevveennee. 3,290 2,970
Basic earnings per common share (EUR)........ccccooiiiiiiniiiiniiiccre et 0.01128 0.01464

Diluted earnings per common share:

Outstanding common shares at the beginning of year. . 3,329 2,970
Effect Of treasury SHATES..........cccouiuiiiiiriiiiec ettt ( 39) 0
EAfect 0F SLOCK OPLIONS. .. .cviuiaitiietcirieie ettt sttt ne 14 2
Total average number of common shares outstanding during the period (in million)..........c.c.cccevvenennee. 3,304 2,972
Diluted earnings per common share (EUR)........cccoueiiiiriniiiniiiniicincceccne et 0.01123 0.01464
7. Goodwill

YTD 2006
Cost
At 31 DECEMDET 2005.......ccuieteieteieieietette et e st e et e et es e e st et et e s e sensensesees e et e et e et et ensensensententese et e et e esesentententeneeneeneeseesesentan 787,934
Adjustment due to purchase price allOCAtION. ...........eiiiuiiiieiieiiee ettt ese e eas 105,508
Adjusted balance at 1 January 2000............c.courueiriiuiriiiinireirieee ettt b et b ettt ettt nes 893,442
CUITENCY AAJUSIMICIILS ...etiuitetitetii ettt bttt ettt ettt ettt e st eb et et ebese b e s et e s et et e a e et es e ebe b e s ebentebeseebes et eben e ebeseabeneneeseneesens ( 32,500)
Recognised on acquisition Of SUDSIAIATIES .......c.ccveueiruiiriiiiririeirieicr ettt ettt 44,912
At 30 SePLEMDEL 2000.........c.eiiiuiiiiiiiiiiiieiie ettt 905,853
Accumulated impairment
At 1 January 2006...... 3,300

At 30 SEPLEMDET 2000......c..eoueiiuieiieiieieiteeteetetet ettt ettt et b bt b et s bttt a e bt bt bbb et ettt s e bt bbbt et et eneeneas 3,300
Net book value 30 September 2000...........ccocuiiiiiiiiiiiiiiiiiee ettt 902,553

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 31 December 2005........c.c.cueiiririnieieieieieieetrereeieeeeteteiees ettt bttt seneae 91,419 492,574 583,993
Adjustment due to purchase price allocation..............ccccceueivirinirnnnciiiencceeceens 20,260  ( 114,999) ( 94,739)
Adjusted balance at 1 January 2000............cceuveeueueueueiiinnniniereeieeeeeseneneeeneieneeeeenes 111,679 377,575 489,254
Currency adjuSTMENLES ........c.cciiiriiirieiereiiieiiiieee et ( 15,822) ( 4,979) ( 20,801)
Additions due t0 ACGUISTIONS .....c.eoueuirieuiieieieieiiiei ettt 54,619 38,863 93,482
EXternal additions .........ccoeeererieriesieieeieeeest ettt ettt sae e 19,378 12,588 31,966
Internal AddItiONS ........c.evveieieieiei ettt ettt r bbb ssereeneas 7,583 84 7,667
DISPOSALS ..ttt ( 1,049) ( 65) ( 1,114)
At 30 SeptembEr 2000.........c.ceueuiiriririeieieieieiettrere ettt ettt 176,387 424,066 600,453
Accumulated amortisation
At 31 December 2005..........ocveieieiieieeieeeeeeet ettt ettt sttt e e ne s enes 22,494 13,542 36,036
Adjustment due to purchase price allocation...........c.ccoeeerrruereuereeerernennreereeeeenenens ( 3,560) 27) (3,587)
Adjusted balance at 1 January 2000............ccecvriruerierieriesieieiee e 18,934 13,515 32,449
Currency adjuStMents ..........ccovveuiiiriiiiiiiieiie s ( 1,528) ( 733) ( 2,262)
DISPOSALS ...t (200) 0 ( 200)
IMPAIIMENE LOSSES ...veviiiiiiiieieieieit ettt ettt sttt sttt be s 93 931 1,024
AMOTTISEA ...ttt ettt 11,479 22,385 33,864
At 30 SEPLeMBEL 2000........ccueirieiiieiiieieieiei sttt ettt eaenas 28,777 36,099 64,876
Net book value 30 September 2000 .........cccoeeeuerieieiieieieieenesieieeteeeeeeee e ssesseneeneens 147,609 387,967 535,577

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

YTD 2006 YTD 2005

COSE OF SALES....eueeuieiietietiete ettt ettt et e ettt e et et e s e be s et e st enees e et e et e et e s e sensenseneeneeneeseeseesensenee 747 613
Sales and marketing expenses.... 8,134 22
AQMINISIEALION. ...ttt ettt ettt ettt et e e tesbe b e tesee st eseeseeseesesensenseneeseeseesessessessensensenseneanas 8,388 849
Research and deVelOPIMENL.........c..cueiiiiiiiriiieiet ettt ettt b ettt seebe s 17,620 8,301

34,888 9,785
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9.  Property, plant and equipment
Property =~ Machinery and

and plant equipment Total
Cost
At 31 December 2005..........ccceeeeirininenne . 140,139 337,586 477,724
Adjustment due to purchase price allocation............coeeevruecerireninerineincencrereeneeene 101,517 23,551 125,067
Adjusted balance at 1 January 2000............cccovueeerieinieininieineeneeeec s 241,655 361,137 602,792
CUurrency adjuSTMENLS .......cc.ceerteruerieieieieieerient ettt ettt ettt st sb sttt et bt ebesbesbesaenee ( 13,145) ( 29,491) ( 42,635)
Additions due t0 aCGUISTEIONS .......euiveuiieieiiieiiieteieie ettt eean 5,923 8,786 14,709
AQAITIONS ettt ettt bbbttt bbbt ee 22,466 46,949 69,414
DISPOSALS .ttt ettt ( 463) ( 3,403) ( 3,866)
At 30 SeptembEr 2000.........c.c.euemiimiririeieieieieietentrene ettt 256,436 383,978 640,414
Accumulated depreciation
At 31 December 2005.......c..cueiriiirieiiiertere ettt 23,300 107,654 131,454
Adjustment due to purchase price allocation...........cccoeeirerruereuereeirirnrnieiereeeenenenens 43,011 84,418 127,429
Adjusted balance at 1 January 2000............ccevueueueueuiiiininniniereeieeieeseneneeeeneneveeeenes 66,811 192,072 258,883
CUurrenCy adjuSHMENLS .......cc.eeverriruerierieieiieeeieetert ettt ettt ettt st st st bt ebeebe st saeseenee ( 2,869) ( 15,296) ( 18,165)
Additions due to ACQUISIEIONS ......c.eueueuiuiriririeiereieicieiiner ettt eaenene 626 6,195 6,821
DHSPOSALS ...ttt ( 299) ( 2,169) ( 2,468)
DIEPIECIATION ...eviiiititeriet ettt ettt ettt bbbttt b et b et b b benteneene 8,442 22,254 30,696
At 30 September 2000.........cc.ceriiuiirieirieieieeieeer et 72,710 203,057 275,167
Net book value 30 September 2000 ..........cooueuiieririreinieieieieieieieieieeeie e 183,726 180,921 364,647

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

YTD 2006 YTD 2005

COSt OF ZOOAS SOLA ...ttt ettt ettt ettt b e ebe bt sttt ettt se b 24,719 9,102
Sales and Marketing EXPENSES ......cc.eruerierieieiiiiirierterertert ettt ettt ettt ettt ettt b e bbbttt 2,751 1,462
AQMINISIIATION ...ttt ettt ettt ettt et e et e et e ete e s e easeets et e esseessenseessenseenseessensesasenssensesseenes 1,672 1,602
Research and deVElOPIMENL .........ccc.eiiiiiiiiiiieiet ettt sttt be e 1,554 2,358

30,696 14,524

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 four subsidiaries that are all included in the consolidation. The subsidiaries owned
eighty-five subsidiaries at the end of the period. The companies are as follows:

Name of subsidiary Location ~ Ownership Principal activity
Actavis Equity ehf. ........ccooeoniiiniiiice Iceland 100% Holding company
Actavis HY ehf. .....coomniiiiiiiinicceeee Iceland 100% Holding company
Actavis SD ehf. ..o Iceland 100% Holding company
Actavis PTC ehf. ... Iceland 100% Sales and Marketing
Actavis hf. (Delta hf.) ... Iceland 100% Production, Sales and Marketing
Actavis Inc. (Pharmaco Inc.) .....c.coevvveuneeee USA 100% Business Development
Actavis Elizabeth LLC ...........c.ccoeevvennnee. USA 100% Production, S&M and R&D
Actavis Mid-Atlantic LLC .........cccccennee. USA 100% Production, S&M and R&D
Actavis Norway A/S ... Norway 100% Production
Actavis Totowa LLC ......ccccoevievieieininene USA 100% Production, S&M and R&D
Point Holdings Inc. ......cccccccvneinecnncnnee USA 100% Holding company (Real estate)
Colony Pharmaceuticals Inc. ................. USA 100% Legal company
Medis ehf. ..o Iceland 100% Third party sales
Medis Danmark AS .......ccccocevininininiene Denmark 100% Third party sales
NM Pharma ehf. ........cccooveoiniviniincnnn, Iceland 100% Sales and Marketing
Actavis Dutch Holding BV . Netherlands 100% Holding company
Actavis Holding Asia BV Netherlands 100% Holding company
Actavis (China) Holding Ltd. ........c.cccccc... Hong Kong 100% Holding company
Actavis (Foshan) Pharmac. Co. Ltd. ........ China 90% Sales and Marketing
Actavis Pharma Dev Centre Plt. ................. India 100% Research and Development
Actavis Pharma Ltd. ........ccoevevnicnicnnne India 100% Research and Development
Actavis (Singapore) Pte. Ltd. .............c.c.... Singapore 100% Sales and Marketing
Lotus Laboratories Ltd ..........cccoccccveenneee. India 100% Clinical Research Organisation
PT Actavis ......ccccovvieiviiiiicincccccece Indonesia 100% Production
Actavis Holding CEE ..........cccccoviinicneinne Netherlands 100% Holding company
Actavis Holding BV ......ccccceeiivnnnnncnnee Netherlands 100% Holding company
Actavis BV ..o Netherlands 100% Holding company
Actavis GmbH ... Austria 100% Sales and Marketing
Actavis Ltd. (Pharmamed Ltd) ................ Malta 100% Production, S&M and R&D
Actavis Trading Ltd ........c.cccccovvinennnnne Malta 100% Trading
Actavis Polska Sp.z00 .......cccoecenriinncnnn Poland 100% Trading
Actavis Switzerland AG ........c.cccceeeeenne Switzerland 100% Sales and Marketing
Higia AD ..o Bulgaria 100% Distribution
Higia Trans EAD ........ccccccovviiniinnns Bulgaria 100% Distribution
Actavis Ltd. ..o Cyprus 100% Holding company
Actavis EAD (Balkanpharma AD) ........... Bulgaria 100% Holding company and S&M
Balkanpharma OOO Russia 100% Sales and Marketing
000 Actavis ..... Russia 90% Sales and Marketing
Actavis Operations Ltd. Bulgaria 100% Holding company
Balkanpharma Razgrad AD ................ Bulgaria 98% Production
Balkanpharma Troyan AD .................. Bulgaria 98% Production
Balkanpharma Security AD ................ Bulgaria 100% Security services
Balkanpharma Dubnitza AD .. . Bulgaria 98% Production
Balkanpharma Healthcare Int. ................ Cyprus 100% Sales and Marketing
MM Pharma LLC ......ccooccoiniiniiniinne USA 100% Sales and Marketing
Biovena Pharma Sp. ......ccovvevevecccnininennn. Poland 100% Sales and Marketing
Oncopharma AG ......c.ccccoeeeineineinicnenne Switzerland 100% Distribution
Sindan Polska SA ............... ... Poland 100% Sales and Marketing
Pharma AVALANCHEE 5.1.0. ..ccoceovevieee Czech Rep. 100% Sales and Marketing
ACLAVIS S.T.0. cecuereiiereereveieeceeneeeeeeeneneaes Slovakia 100% Sales and Marketing
Sindan AG ... Switzerland 100% Holding company
Sindan Pharma SRL ........c.cccccoevnnnnnennee Romania 100% Production
Sindan SRL Romania 100% Distribution
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Consolidation, continued: .............ccoeeveeveireeereeneenn.

Zdravlje AD ..o Serbia 73% Production, S&M and R&D
Zdravlje Trade Ltd. .....coevevecvininnnieennee Serbia 100% Sales and Marketing
Actavis Holding NWE BV ... Netherlands 100% Holding company
Actavis Holdings UK Ltd. .......cccccccoveunenennen UK 100% Administration
Sindan Ltd. ....ccooeviniiineiiniiccece UK 100% Sales and Marketing
Actavis Ireland Ltd .........cccceoeeevennnnineenenee Ireland 100% Sales and Marketing
Actavis Nordic AS .....ccovviinicinciinicnnne Denmark 100% Business Support
Actavis AB (UNP Sweden AB) ............... Sweden 100% Sales and Marketing
Alpharma AB ......ccccooeviniincreceen Sweden 100% Sales and Marketing
Actavis AS ..o Denmark 100% Sales and Marketing
Actavis A/S L Norway 100% Sales and Marketing
Actavis OY oo Finland 100% Sales and Marketing
Alpharma Germany GmbH ..................... Germany 100% Holding company
Alpharma Management GmbH ............. Germany 100% Administration
Actavis Deutschland GmbH & Co. ..... Germany 100% Sales and Marketing
Alpharma International GmbH ................. Germany 100% No activity
Alpharma OY ..ccoceceveenniincineeccne Finland 100% Sales and Marketing
Alpharma Pharmaceuticals GmbH .. .. Germany 100% No activity
GM Invest BV .....ccoiiinicniniincciccne Netherlands 100% Holding company
Kéri Pharma Generics Kft .........c.cccc.... Hungary 100% Sales and Marketing
Nordisk Ibu-Pharma ApS ..........cccceueuenee Denmark 100% Sales and Marketing
Orbita APS ..o Denmark 100% Holding company
Ophtha AS . ... Denmark 100% Sales and Marketing
UAB Actavis Baltic .......cccovevevecccinenne Lithuania 100% Sales and Marketing
Alpharma Holdings Ltd. ........c.cccoeinnennnee UK 100% Holding company
Alpharma (U.K) Ltd. ......cccoeevennnnennee UK 100% No activity
Cox Investments Ltd. ........cccceeevnecnnne UK 100% Holding company
Actavis UK Ltd. ......... .. UK 100% Production, S&M and R&D
Arthur H. Cox & Co. Ltd. ......ccocueeee UK 100% No activity
Alpharma Laboratories Ltd. ..........c.ccccccceune UK 100% No activity
Colotech AS ..o Denmark 86% Research and Development
Medis GmbH ........ccoeiiiiiiiiiie, Germany 60% Sales and Marketing
Medis Ltd. .. ... Isle of Man 100% Sales and Marketing
Fako T1aclari AS ......cooovcvceeceeeeeeee e Turkey 100% Production, S&M and R&D
Henota a.s. ...cocueuiiiiiiiiniccccccceeeeeeeae Czech Rep. 100% Holding company
Zenara Pharma Ltd. ......ccooveeeiiiinnnnccccne UK 50% Joint venture

At the end of March the Company acquired Sindan AG for EUR149.4 million. During the last quarter a new company, Actavis Polska
Sp.zoo, was established in Poland. In May Alpharma USPD Inc. and GF. Reilly Co. merged and were renamed Actavis Mid-Atlantic
LLC and Purepac Pharmaceuticals Co. was renamed Actavis Elizabeth LCC. In the quarter Amide Holding Inc. and Amide
Pharmaceuticals Inc. merged and were renamed Actavis Totowa LLC. In May Actavis UK Ltd. was renamed Actavis Holdings UK
Ltd. and Alpharma Ltd. was renamed Actavis UK Ltd. In May Pharma AVALANCHE:g s.r.o0. in Slovakia was renamed Actavis s.r.o.

In the 3rd quarter the Company attempted to acquire the Croatian Pharmaceutical Company PLIVA d.d. As certain structural changes
to the group were necessary to prepare for the potential acquisition of PLIVA d.d. the Company decided to use the opportunity to
make additional changes to the group structure. These additional changes had been in a long term plan of the Company and mainly
aim for streamlining the group of companies and to cluster different operating companies in the group geographically and by way of
internal reporting.

Four new Icelandic companies were established in order to prepare and position the group for different financial instruments, both for
potential acquisitions and refinancing, and four new Dutch Holding companies were established to have the before mentioned

geographical clustering of operating companies completed.

After these structural changes the company has a better structure for large acquisitions in the near future both regarding financing and
synergies.
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11. Acquisition Alpharma generic business

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 31 December 2005 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.

New balance
Previously Change dueto  at year-end

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

DEVEIOPIMENLE COSL.....urutiuiietiieteiieteiieietet ettt ettt ettt ettt b et b e et et e bbb e e e beneaee 68,925 23,819 92,744
Goodwill.......ccccceunn. . 784,634 105,508 890,142
Other INtangible ASSELS........ccvvivirieuereuiiiiiriir ettt ee 479,032 ( 114,972) 364,060
Property, plant and €qUIPMENL............c.c.eueeiirriririeieieieieterern ettt eeesevesenene 346,270 ( 2,362) 343,909
DEfEITE TAX ASSELS.....ecueivietiititeieeietieriete et ettt sseteeeseteeteeteesesse s essesseseeseeseeseesassesseneas 54,417 4,163 58,581
Other TECEIVADIES. ... ...evieiieiceieticteete ettt ettt ettt be bbb esseseeneas 5,813 4,873 10,686
Liabilities

Deferred income tax Hability........cocoeveueueiirininninieicccciir et ( 78,506) ( 21,031) ( 99,537)

12. Acquisition of Sindan AG

During the period the Company acquired Sindan AG for EUR 149.,4 million. In accordance with IFRS 3, Business combinations, the
allocation of business combination costs to the assets acquired and the liabilities and contingent liabilities assumed is provisional. The
allocation will be completed prior to the year end 2006.

The acquisition is accounted for by applying the purchase method. The acquisition had the following effect on the Group's assets and

liabilities.
Sindan AG
Tangible assets
FIXEA @SSEES. ....cuviiitiieeeie ettt ettt et ettt et e et e e e e aeeateeteeeseeaseeaeeeseeaseeaeeaseesseeseeabeete e s e eateeaeeseetteebeeabeeteeseetseeteeseeaeeteennas 7,888
WOTKING CAPILAL ...ttt ettt ettt etttk et b et b et e bt ettt et s e be e bt e 25,157
33,044
Intangible assets
KIOWTI0W ...ttt ettt ettt et e et e e te et e et e eaeeabeeas e s e easeesseabeesseesseabeeaseassenseensenteenseaneenseenteseentens 10,824
TTAAC MATK .....eciiiiiieiceeee ettt ettt ettt et eeat e te et e eaeebeeaseeseeaseesseesseaseesseaseesseeseenseetseeseenseesseseenseeaeenseeasers 1,717
Customer relationship... 36,608
PIPELINE. ...ttt ettt bbbt b e E bbbt h et bbbttt b ee 44,332
GOOAWIIL...oteeie ettt ettt ettt et e ettt ete e e st e aeese e seeaseese e s e ease s e easeess e s e esseeseenseeasesseenseessenseenseseenseensenbeenseanean 38,619
132,101
Liabilities and commitments
LONG-EIM LADIIEIES. c..c.ceeteiiteiitetc ettt ettt b et bttt eb et be e bttt (53)
Deferred iNCOME taX LHADILILY ......ccveiieieieiieieeeeeest ettt et et et et et e st et e et e se s e sensenseneeneeseesessessessensenes (15,669)
15,722)
149,423
Cash and cash equivalents (ACQUITEA)........c.eruiuiiiuiiriiiiricre ettt ettt b ettt ettt et ebeneen 13,498
INEL CASN OULTIOW. ...ttt ettt et ettt et e et e teetaeeseeaseeseeeseesseesseseesseeseesseesseseesseessenseenseeseenseetsereens 135,926
149,423
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13. Inventories
YTD 2006 31.12.2005

RAW MALETIAL ...ttt ettt ettt s e e s e e s e s e s e st e st enseseeseeseeseesesensensensenseneesenns 80,858 101,299
WOTK TN PIOGIESS. ..ttt ettt ettt b et b et s ettt be st be b et b et e st ebe e ebentebenenene 30,766 34,341
FINISNEA ZOOMAS ..ottt ettt ettt s sttt e et b e s ens e st eneeseeteeaeeteeenes 126,883 92,999
OBNET INIVENTOTIES. .....vveveeeeeeteeeee ettt ettt e et e et e ete et e et e et e et e eteeese et eeasesseesseessenseassenseesseessensesssenseensesssenseanen 11,661 2,729

250,168 231,367

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

14. 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 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 shares at an exchange rate that, if exercised in
full, would result in 39% shareholding in Class A shares.

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

Number of
shares in
thousands EUR
Outstanding class A shares at 1 January 2005..........cccoiiriiiiireiiieeeeeeee et 2,791,162 36,181
INEW SHATES ISSUE. ....eoviiiiieiiie ittt ettt ettt e e e et e e ett e e tteeeteeeetaeeeseeebeeeaseeeaseeeaseesaseeeaseeesreens 360,891 4,557
Purchase of treasury Shares.........cocoerierieriiiiiiecr ettt ettt ( 22,318) ( 288)
Sale of treasury shares..........c.ccoceververeeerennens 199,366 2,512
Outstanding class A shares at 1 January 2000............cccoeeirieuiririninieinieeneeeeee et 3,329,101 42,962
Purchase of treasury SHares.........cociiririeriiiiiie ettt ettt ( 38,500) ( 429)
Sale Of trEASULY SHATES.......ceuirtiiiieietetete ettt ettt bbbttt b ettt ebeebeebe e 25,570 117
Outstanding class A shares at 30 September 2006... 3,316,171 42,649
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 shares at the end of the period............cccoeeriinncinicnnicncnnn. 3,316,171 98.9% 42,649
Treasury shares at the end of the period...........coeeveceiiinnnnecccccrcceccene 38,500 1.1% 429
Total common shares issued. 3,354,671 100.0% 43,079

15. Other reserves

Included in other reserves are translation reserve, stock option reserve, granted put options reserves 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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16. 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 35,5 million

shares.

Number of shares
Contract rate (ISK)/Conditions/Date granted 2006 2007 Total
2,64/Conditional/June 2001.........cc.eoueieiriirieiirierieee ettt neas 377 0 377
38.5/Conditional/June 2005...........c.ccveieieieieriericiet ettt ettt e e et beeseneas 18,104 17,059 35,163

18,481 17,059 35,540

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.

2006
Weighted
Number of average
shares in contract rate in

thousands ISK
Outstanding stock options at beginning Of YEAT............cciveuirieuiriiieirieiiee et 35,920 38.12
Forfeited during the YEar........ccoccciviiriiiiiiecc ettt ( 380) 38.50
Outstanding stock options at the end of the Period...........c.oeiieiriiiieiiiee e 35,540 38.12

Actavis Group granted its key employees put options during the period. These options give the employees rights to sell shares
amounting to a nominal value of 61.5 million to the Company at the rate 57 - 57,5. As a result of these contracts EUR 37 million is
recognized as a decrease in equity and as a liability in the balance sheet of the Group. The options are excercisable until 1 August
2008.

If an employee terminates his employment with the Company before 1August 2008, then the Company has right to purchase the
shares under the same terms as the put option. The call option applies to all the above shares for the first 12 months from the date of
the agreement. When the 12 months have passed until 1 August 2008, Actavis has the right to purchase part of the shares in question.

17. 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 balance sheet exposure. 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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18. Interest bearing loans

Interest bearing loans are specified as follows:

YTD 2006 31.12.2005

L0ANS N USD ..o ettt e et e et e e ae e e ae e e ve e e b e e e aaeeeteeeateeeateeeareeeabeeetbeeaanes 180,515 174,012
L0ANS 1N EUR ..ottt ettt et et st e st e s e e s e et e s e s e s ensenseneeseesesseesenee 886,777 689,476
L0aNS I GBP ..ottt bbbttt 0 227
L0ANS N IMTL Lottt ettt e et e et e e be e et taeeetaeeaeeeteeeeraeeateeeateeeateeenneeenns 7,560 8,488
L0ANS N BGL ..ottt ettt et et e e ta e e teeeteeebeeeteeeteeeateeeaneens 0 1,534
L0ANS 11 ISK ...ttt et b et e et s st et et et et et e st e st e st eteeaeetensennenes 2,284 16,362
Loans denominated in Other CUITENCIES .......ceeververieieieieiieiirteteeeteteie et eeeseestestesaeae e e e eseesessensenseneas 1,650 673

1,078,786 890,772
Current maturities, included in interest bearing 10ans ............cccoveireiniirneineecc s ( 13,180) ( 22,383)
INterest DEATING LOANS .......cceeuieuiriiriiiieieieetette ettt ettt ettt se s e e e st es e eseesees e s eesesensenseneeneesenes 1,065,606 868,389

Aggregated annual maturities are as follows:

On demand or Within 12 MONTNS ........ccoiiiiiiiiiiiicceece ettt ere e ear e ar e e aaeenans 13,180 22,383
Within 24 months 159,524 20,796
Within 36 months 161,569 126,197
WIithin 48 MONTRS ..ottt ettt b ettt ebeneas 730,469 128,290
Wihin 60 IMONTNS ......oiviiiiieiiceicie ettt ettt et e et ete et e eaeeete et e eaeebeerseessenseensenssensesseeneanes 4,044 576,575
SUDSEQUEIIE JEALS ....cuveutintenientenieiieiieteeteet sttt ettt eatebtebeebesbeste st e st et et eseebeebeebesbesbeste st et enteseebeebeebesbesbensen 10,000 16,531

1,078,786 890,772

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.

19. 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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20. 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 1eases ...........cceeervereereereeeeereniesesieeeenes 28,835 26,414 19,143 17,627
Current MALUITHES .......c.eueeeiriririeieeeeereteeeerereee ettt eseneneecaes 4,392) ( 3,084) ( 2,867) ( 2,111)
Long term obligation under finance leases 24,444 23,330 16,276 15,516
Aggregated annual maturities are as follows:
On demand or within 12 months ..........c.ccceeeieviiiieiicieeece e 4,392 3,084 2,867 2,111
Within 24 months .........cccoooeiiiiniiinccc e 4,169 3,048 2,918 2,582
Within 36 MOnths ......c.cccoovviiriiiiiiinccc e 2,878 1,885 1,935 1,251
Within 48 months .........ccccoeeiriiininiincc e 2,212 1,371 1,525 766
SUDSEQUENT YEATS ....cveeeieeievieiieieeierieie ettt ettt ese e ese s 15,185 17,026 9,898 10,916
28,835 26,414 19,143 17,626
Less: future finance charges ..........c.cocoveereeriniccnecnnerneceee ( 9,692) ( 8,788)
Remaining balances ............ccovveirieuininieinieiieeeeeeieesie s 19,143 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.

21. Deferred tax
Deferred tax ~ Deferred tax

assets liabilities Net
At 31 December 2005 ......c.oueiriiiriiiiiiiietre ettt 54,417 ( 78,506) ( 24,089)
Adjustment due to purchase price allocation...........c.ccoceerrrueuerereererernnnieiereeeerenenens 4,163 ( 21,030) ( 16,867)
Adjusted balance at 1 January 2000...........c.cccccoiviririiiieiiiiinieeeeeee s 58,581 ( 99,537) ( 40,956)
Additons due t0 ACQUISTTIONS .....c.eiveuirieuiieiiieieiiiet ettt 0 ( 15,669) ( 15,669)
Calculated tax for the period .............ccccciiiiniiiiiiieee s 2,962 ( 21,949) ( 18,987)
Income tax payable for the Period ..........cocoeeueeiiininninnccccicceeccee e 3,665 26,136 29,801
EXchange differences .........ceoveieiriierieieieeeetee ettt ( 7,692) 17,122 9,430
At 30 SeptembEr 2000.........c.ceueuiiriririeieieieieiettntren ettt ettt 57,515 ( 93,896) ( 36,381)
22. Provisions
Other
provisions
At T JANUATY 2000........c.oiiiiiiiiiiieiiiee ettt ettt ettt et b et nes 2,474
Additional provision during the PEriod........c..cueiriiiriiiiiiriiiree ettt 7,476
UtIIISALION OF POVISION......vitiuiaiiieteteteteieieiitn sttt ettt ettt ettt ettt sttt ettt et e et bbbttt et s st ebebee et eseeaene ( 1,987)
UNWiINAING OF QISCOUNL......eeuiiriieiiieieieiiiitrtn ettt ettt etttk b ettt sttt ebebese et e s s etebebeneae 76
EXChange diffErEICe. ........euiiieuiiiiiicct ettt etttk b ettt 360
At 30 SePLEMDEL 2000.........c.oiiuiiiiiiiiiiiiiie bbbttt 7,679
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23. Commitments

Commitments
Contingent liability dUe t0 €arn-0Ut CLAUSES.........corteuiriiiriitiirteirtete ettt ettt 35,830
Loan guarantee granted t0 SUDSIAIATIES .........c.eriruiirieiiiietiieteieie ettt ettt b ettt b et b et s bt eebeneebenenene 12,000
Commitment to invest in Serbia dUring NEXt tWO YEATS ......c.coueuiriruiirieirieiinieiertee ettt ettt s et seenens 2,400
Commitment to increase share capital in subsidiary during NEXt tWo YEArS ........cc.cecirieuiririenirieirieieieteeeieesee e 1,000
At 30 SEPLEIMDEL 2000.........cueieuinietiiiteiirtetet ettt ettt ettt ettt b ettt b et h et a et bttt s bbbttt ettt beaes 51,230

Purchase agreements in respect of acquired businesses include earn-out clauses based on performance. Subject to conditions, the
balance of up to EUR27.9 million will be payable in March 2007 in respect of Actavis Totowa.

24. 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.

25. Financial ratios

The main financial ratios for the Group are as follows: YTD 2006 2005
EQUILY TALIO ...ttt ettt ettt e st es e et et e se s et enseseesesse st e ssessensenseneeneeneeseesensansansenean 0.38 0.42
CUITEIE TALIO. ... vt tettesteetteetterteetteeteeteestesteeteeteesseessaseessesseesseassesseessessaesseesaessaessasssesseessesseensesssensenssensesnsenn 1.76 1.65

YTD 2006 YTD 2005
EBITDA. ..ot 217,586 96,312
EBITDA as @ Percentage Of TEVENUES. ........c.courueirueutrieieirteiintetetereteteseseete sttt ssese sttt e e seebenesrenene 21.1% 25.0%
Working capital provided by operating actiVities..........coeuerrueuiriereninieririeenieeiere e 148,535 81,146
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