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Endorsement by the board of directorsand
the managing director

The Group's financial statements include the consolidated financial statements of Pharmaco hf. and its subsidiaries. At
the beginning of the year the Company acquired 68,6% share in the Serbian pharmaceutical company Zdravlje AD.
The effects of that subsidiary are included in the income statement for the whole year. In late December the Company
purchased 89% share in two Turkish pharmaceutical companies Fako llaglari AS and Abfar Ila¢ Sanayi ve Ticaret AS
that are included in the consolidated balance sheet at year end. This acquisition has no effect on the income statement
for the year 2003. The total investment in the aforementioned companies amounted to € 53.7 million. Due to last
years mergers the functional currency of the Company has changed to euro (€) and the consolidated financial
statements are now presented in thousands of euros.

The accounting principles applied in preparing the Group's financial statements are consistent with those used in the
previous year except for the amortization of goodwill arising from the purchases of subsidiaries. The management has
decided to change from straight line amortization to impairment tests. Impairment testswill be performed annually and
all reduction in goodwill resulting from such tests will be amortized fully when incurred. Due to these changes net
profit for the period is increased by € 9 million. This new method is consistent with provisions set forth in an exposure
draft to international accounting standards which is expected to be issued within few weeks.

In the third quarter a special impairment loss on fixed assets amounting to € 18 million euro is charged to expenses.
This impairment loss is mainly due to reevaluation of a raw materia factory in Razgrad that produces raw material for
veterinary pharmaceuticals. This operation is not in line with the Groups main line of business and therefore the book
value of the assets is reduced to expected sales value. During the year the Group has been setting new goals for all
business units. The aforementioned impairment lossis aresult of this work.

Also in this quarter a special reserve amounting to 3,7 million euro is made to the book value of investment in unlisted
companies that are not in line with the Group's main line of business. The Group's investment policy is focused on
investment in line with the Group's main line of business.

Net earnings for the year amounted to € 40.5 million for the Group, according to the income statement. Stockholders
equity amounted to € 220.5 million at year-end according to the balance sheet. Changes in stockholder's equity and
appropriation of net profits are further explained in the financia statements. Outstanding capital stock was 574,192
thousand shares at beginning of year. Each share has a nominal value of one Icelandic krona. During the year capital
stock was increased by 2,268,768 thousand shares due to issue of bonus shares. Taking into consideration other
changes in capital stock, outstanding shares at year-end were 2,846,150 thousand which had a book vaue of € 36.1
million. The number of stockholders at year-end was 3,045, increasing by 624 from 2,421 at the beginning of the year.
Two stockholders owned more than 10% share in the Company at year end, Amber International Ltd. with 28.9%
ownership and Landsbanki Luxemburg S.A. with 15.5% share.

The board of directors proposes a payment of 10% dividend on the nhominal value of capital stock to stockholdersin
the year 2004 which corresponds to 7,8% of net profit.

The board of directors and the managing director of Pharmaco hf. hereby confirm the Group's financial statements for
the year 2003 with their signatures.

Hafnarfjordur, 4 March 2004.
Board of directors:

Bjorgolfur Thor Bjorgolfsson
Bjorgolfur Gudmundsson
Sindri Sindrason

Managing director:

Robert Wessman
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Auditors report

Board of directors of Pharmaco hf.

We have audited the accompanying consolidated balance sheet of Pharmaco hf. as of 31 December 2003 and the
related consolidated income statement and consolidated statement of cash flows for the year then ended. These
consolidated financial statements are the responsibility of the Company's management. Our responsihility is to express
an opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the consolidated financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall consolidated financial statements
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of the financial position of Pharmaco hf.
as of 31 December 2003, and the results of its operations and its cash flows for the year then ended, in accordance with
law and generally accepted accounting principlesin Iceland.

Without qualifying our report we draw attention to the changes in accounting principles concerning the amortization of
goodwill. The change from straight-line amortization to applying impairment tests is further explained in note 18.

This change has the effect that net earnings for the year is increased by € 9 million. The Companys equity is € 9
million higher than would have been if consistent accounting principles had been applied.

Hafnarfjordur, 4 March 2004.
Alexander G. Edvardsson

Sigridur Armannsdottir

KPMG Endurskodun hf.
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Consolidated income statement
for theyear ended 31 December 2003

Notes 2003 2002

Operating revenue:

SAIES .ttt bbbttt b e 293.525 210.000

OthEr FEVENUE ..ottt st s sre e ese e e eneeneens 22.626 6.043

316.151 216.043

Operating expenses:

Direct production expenses/ COst Of SAIES .......cccovirirerenene e 173.124 132.788

Sales and Marketing EXPENSES .......ovveireirerere et 21.279 14.912

General and adminiStrative EXPENSES ........oovereerieriereerie e 23.247 16.579

Other OPErating EXPENSES ....cc.ovieiirieerierieieriereete ettt re s st sae e b saeneas 14.442 6.046

Depreciation and amoOrtiZaHON ............cccevererenenereeeeee e 32 13.604 14.722

Impairment 10SSeS 0N fiXEd BSSELS ......vvvveveerere i 32,33 18.336 0

264.032 185.047

Profit from OPErations .........cccceieieiicce e 52.119 30.996
Net financial (EXPENSES) INCOIME .......coueriririeieieie et 26 ( 1.642) 6.025
Special reserve 0N INVESIMENT ........ooveiiireerieeseree e e ( 3.689) 0
Profit DefOre iNCOMETAX ......vcvveiicicece e s 46.788 37.021
1 000] 0 0T 7= USRS 27 ( 4.434) ( 3.899)
Profit before minority INTErESt ..........ccveiiieceee e 42.354 33.122
MINOFTLY TNEEIESE ...ttt ( 1.814) ( 538)
INEL PIOFIT b 40.540 32.584
Earnings per share: 7,28

BasiC earningS Per SAr€ (€) .....cooeeeereene e 0,0143 0,0132

Diluted earningS Per SNar€ (€) ......cooceeererere e 0,0142 0,0132

Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro




Consolidated balance sheet

Assets
Notes
Fixed assets:

Intangible assets: 8,9
Development expenditure and pharmaceutical know-how ............cccceeveenenee. 29
GOOAWITT <.t e bbbt 30

Property and equipment: 10,31
Property and Plant .........cocoeoeieee e
Machinery and QUIPIMENT .......cc.cereiririeeriereie e e

Investments:

Investments in associated COMPANIES .........ccereruerereeneeeereereeee e eneeees 11,37
Investments in other COMPANIES .........ccceereririreee e 11
S ol ) (1= RSP
DEfErTed taX GSSELS ....oivirvereerieeiere ettt e 16,42

Total fixed assets

Current assets:

1 01V7= 010 == 12,38
Receivables: 13
ACCOUNTS TECEIVADIE ...ttt ear e s sabee s
OthEr FECEIVADIES ..ottt e st e s e et e e s s e e s sebaeessareessns
(021 o TSRO UR TR TRRRPRR

Total current assets

Total assets

Financial statements of Pharmaco hf. 31 December 2003

2003 2002

24.916 15575
235.038 191.739
259.954 207.314
51.027 50.263
63.606 51.695
114.633 101.958
3.115 8.512
2.947 2415
1.364 1.836
14.966 3.217
22.392 15.980
396.979 325.252
78.852 55.932
72.307 56.203
19.421 12.355
29.968 8.863
200.548 133.353
597.527 458.605

Amounts are in thousands of euro




31 December 2003

Stockholders equity and liabilities

Notes 2003 2002
Stockholders' equity:
L0 o] = (oot SRS 14,39 36.113 7.419
Share PrEMIUM ..o e 100.903 163.434
TranS@tioN FESEIVE .....vecveeiecie ettt te et st este e te e e e re e be e beeneesraesaeas ( 28.634) ( 8.223)
ACCrUEd SEOCK OPLION ...cviiiiiiieiiee e 281 353
REtAINEA CAIMINGS ..coveeeierieeeiere e e b e s ere e 111.812 71.945
Total stockholders equity 40 220.475 234.928
Provisions:
MINOTILY TNEEIESE ...ttt et et 7.295 3.218
Deferred tax [1abilities ......ccccv e 16,42 8.333 4.677
Employee termination iNdemnity ...........cccoooeieiininiinienn e 17 5.539 0
21.167 7.895
Long-term liabilities:
BONAS ...ttt ettt et et e aa e s be e s be e nre e b e eas 44 173.974 74.946
Current liabilities:
272101 o= TSRS 90.758 61.389
ACCOUNES PAYANIE ..ottt 43.765 26.701
Current maturities of long-term liabilitieS .........cccevvevenieiiccere e, 45 18.889 31.732
Accrued liabilities and EXPENSES .......cccooeriririreeereee e 28.499 21.014
181.911 140.836
Totadl liabilities and provisions 377.052 223.677
Total stockholders equity and liabilities 597.527 458.605
Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro




Consolidated statement of cash flows
for year ended 31 December 2003

Notes 2003 2002
Cash flows from operating activities;
INEE PROFIT ..ottt 40.540 32.584
Adjustments to reconcile net profit to net cash provided by
operating activities:
Depreciation and amortiZation ..........c.ccoceeverrieneienenne e 32 31.940 14.722
Currency fluctuations and iNdeXation ..........cccceveeieiceeiiecce s ( 7.615) 2.125
Changes in deferred taXES ..o e 365 ( 2.687)
(O 191 g 0= To = 5772 ( 5.300)
Working capital provided by operating activities 71.002 41.444
Changes in operating assets and liabilities:
Inventories, (INCrease) ECIEASE ..ot ( 15.063) 4.378
RECEIVADIES, INCIEASE ..ottt ( 9.627) ( 2.326)
Short-term liahilities, (deCrease) INCrease .......cocvvvererrereereeseeee e ( 2.529) 2.684
Changes in operating assets and liabilities ( 27.219) 4,736
Net cash provided by operating activities 43.783 46.180
Cash flowsto investing activities:
Increase in intangible 8SSELS ... ( 14.547) ( 7.691)
Investment in property and eqUIPMENE ........c.ccovveeriririereere e ( 28.750) ( 27.097)
Proceeds from sale of property and equipment ..., 2.403 10.217
Investments in other companies, net of cash acquired ..........ccoeevvvvinninnnene, ( 52.272) ( 10.531)
SECUNMTIES, CNANGJE ...ecviceiectee ettt re e beenreeneenre s 120 ( 1.659)

( 93046) (  36.761)

Cash flows from financing activities:

Changes in Capital SLOCK .......ccoiieiieiiereere e ( 33.058) ( 55.475)
DIVIAEND PAIA .....ovieieirerieiiirietereree et ( 673) ( 487)
Changes in MiNOKtY INEEMESE .......coveiiiire e 0 ( 1.009)
Proceeds from [ong-term DOrrOWINGS .....cc.eeveieeve i 77.634 22.569
Payments of 10ng-term debt ..o ( 49.617) ( 21.765)
Bank 108NS, INCIEASE ......c.covireeieiiereeiereee e 77.176 46.238

71462 ( 9.929)

Increase (decrease) iN CASN ... 22.199 ( 510)
Cash at beginning Of YEAI ... 8.863 9.617
Effects of exchange rate changes on beginning balances....................... ( 1.094) ( 244)
Cash @t YEAr-EN ......c.ovieiceeeee et 29.968 8.863

Other information:

Paid interest on long-term debt ..........coooevieiiiie s 8.777 4,746
Paid INCOMETAX ...cuviieiicrieitiecieee ettt st ebeesbe b e earesbeesbeenbeens 8.826 8.396
Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro




Notesto consolidated financial statements

Summary of accounting principles

Basis of preparation

1. Pharmaco hf. (the Company) isacompany domiciled in Iceland. The consolidated financial statements are prepared
in accordance with the Icelandic financial statements act and regulation on the presentation and contents of financial
statements and consolidated financia statements. The financial statements are presented in euro rounded to the
nearest thousand. They are prepared on historical cost basis and are, in al main respects, based on the same
accounting principles asin the previous year except for changes explained in notes 19 and 20.

Subsidiaries are those enterprises controlled by the Company. Control exists when the Company has the power,
directly or indirectly, to govern the financial and operating policies of an enterprise so as to abtain benefits from its
activities. The financial statements of subsidiaries are included in the consolidated financial statements from the
date that control commences until the date that control ceases.

Intra-group balances and transactions, and any unrealized gains arising from intra-group transactions, are eliminated
in preparing the consolidated financial statements.

Associated companies are capitalized in the balance sheet at their estimated values. Original capitalization has been
amortized in the balance sheet in accordance with lower estimated valuation of the associated companies.

Foreign currencies

2. Transactions in foreign currencies are translated to euro at the exchange rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated to euro at
the foreign exchange rate ruling at that date. Foreign exchange differences arising on translation are recognized in
the income statement. Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair
value are trandlated to euro at foreign exchange rates ruling at the dates the values are determined.

Financial statements subsidiaries

3. The operations of subsidiaries are not considered an integral part of the Company's operation. Accordingly, the
assets and liabilities of subsidiaries, including goodwill and fair value adjustments arising on consolidation, are
translated to euro at exchange rates ruling at the balance sheet date. The revenue and expenses of subsidiaries are
trandlated to euro at the average conversion rates for the year. Exchange differences arising on trandation are
recognized directly in equity.

Derivative financial instruments
4. The Group uses derivative financial instruments to hedge its exposure to foreign exchange and interest rate risks
arising from operational, financing and investment activities.

Revenue recognition

5. Revenue from sale of products is recognized in the income statement when ownership is transferred to buyers.
Revenue is not recognized if there is an uncertainty about their collectability, related expenses or possible return of
products.

Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro




Notes - cont.:

6. A portion of the Company's revenue comes from the sale of dossiers. Revenue from the sale of dossiers is
recognized when certain milestones, included in the contracts, are met.

Earnings per share

7. Earnings per share is the ratio between profit and weighted average number of shares for the year and reveals net
profit per share. Profit for the year amounted to € 40.5 million and the weighted average number of shares
amounted to 2,839 million shares for the year, when taken into consideration issued bonus shares , new shares and
purchase and sale of treasury shares. The nominal value of each share amounts to one IKR. Earnings per share for
the year amounts to € 0.0143. Calculation of diluted earnings per share takes into consideration stock options made
with the Company's employees and the prospective deliverance of shares related to these options, which amounts to
13 million shares. The Company has not entered into agreements on any convertible bonds.

I ntangible assets

8. Development expenditure is capitalized in the balance sheet as devel opment expenditure and pharmaceutical know-
how. If the development leads to a marketable drug being produced, capitalized costs are amortized over a period of
five years. Development expenditure, that turns out to be unsuccessful, is recognized in the income statement when
that becomes evident.

9. Goodwill arising on acquisition represents the excess of the cost of the acquisition over the fair value of the net
identifiable assets acquired. Goodwill is stated at cost less amortization to year-end 2002. From the beginning of the
year 2003 impairment tests are used to calculate the value of goodwill instead of yearly amortization based on the
straight-line method. The main results of the impairment test performed at year-end is that the net book value of
goodwill islower than the calculated value of the acquired assets. Asaresult no impairment lossis recognized.

Property and equipment

10. Property and equipment are valued at cost less depreciation. Depreciation is calculated as a fixed annual percentage
based on the asset's expected economic life and its salvage value. Expected economic life is specified asfollows:

o]0 Y= 0o [ o = o | PSP 12 - 50 years
[0 ] o] 1< | AP 3-10years
I nvestments

11. Investments in other companies are valued at acquisition cost less provisions for estimated impairment losses on
certain investments.

Inventories

12. Manufactured products are valued at their average production cost, consisting of both direct and indirect production
cost. Inventories of purchased goods and materials are valued at cost.

Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Notes - cont.:

Accounts receivable and other receivables

13. Accounts receivable are reduced by an alowance for doubtful accounts. This allowance is not a final write-off, but
a reserve to meet possible future losses. The alowance is deducted from appropriate balance sheet items.
Receivables amounting to € 92 million at year-end have been written down by € 10 million in the balance sheet.

Repurchase of share capital

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

Stock options agreements

15. The Company has made stock options agreements with its employees. On one hand there is a stock option scheme
for al employees of Delta hf. which was granted to them before the merger with Pharmaco hf. Employees of Delta
hf. have the rights to exercise their stock options rights in the years 2002 - 2004. Stock options are considered
earned when the rights are exercised. On the other hand there is job related stock option scheme offered to selected
employees, redeemable in the years 2001 - 2005. The Company's cost is calculated according to the Black-Scholes
method of evaluating stock option agreements.

Deferred tax assets and liabilities

16. Deferred tax assets and deferred tax liability are included in the financial statements. Its calculation is based on the
difference between balance sheet items as reported in the Group's financial statements and tax returns of al the
companies within the Group. This difference occurs because expenses, are generaly expensed earlier for tax
purposes than in the financial statements and due to investment tax credits. Deferred tax assets and liabilities are
balanced if they are associated to taxes that are imposed by the same authorities.

Employee termination indemnity

17. Employee termination indemnity is due to the Turkish subsidiaries. In accordance with the existing social
legidation in Turkey, the 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 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 Company that may arise from the retirement of the employees in accordance with
international accounting standards.

I nternational accounting standards

18. According to an EC Directive, companies listed on European Stock Exchanges must prepare consolidated financial
statements in accordance with international accounting standards as of 1 January 2005. The Company has plans to
present its report for the first quarter of 2005 in accordance with international accounting standards and is currently
preparing necessary adjustments. The affects of these adjustments on the Company's net equity are uncertain at this
point.

Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Notes - cont.:

Changesin accounting principles

I mpairment test of goodwill

19. Goodwill arising on acquisition of subsidiaries is no longer amortized using the straight-line method as in previous
years. As of the beginning of the year 2003 an annual impairment test will be performed to assess whether the
goodwill has decreased. If the result of such tests is a reduction in the value of goodwill it will be fully amortized
when incurred. This change in accounting principle is in accordance with current exposure draft for a change in an
international accounting standard that is estimated to be confirmed within few weeks. The principle conclusions of
the impairment test performed at the end of the year 2003 are that the carrying amount of goodwill is considerably
less than calculated value of relevant assets and therefore no impairment of goodwill isrealized. If the same method
had been used asin previous year the amortization of goodwill would have amounted to € 9 million.

Stock option agreements

20. The Company's cost of stock options agreements is now valued according to the Black - Scholes option prizing
method. Thus valued cost is expensed over the lifetime of the contract and it is recognized in the income statement
with a corresponding increase in shareholders equity. In previous year the cost of the contracts was calculated as
the difference between granted stock option rate and the market value of the shares on balance sheet dates. An entry
has been made in stockholder's equity to update the position of the agreements at the beginning of the year 2003.
This change is in accordance with provisions set forth in newly approved international accounting standard on share
based payments.

Changesin the Consolidation

21. In the beginning of the year the Company acquired a 68.6% share in the Serbian pharmaceutical company Zdravlje
AD. The subsidiary is included for the whole year in the consolidated financial statements. The acquisition price
aong with cost associated to the acquisition amounted to € 4.3 million. The Company is further committed to
purchase additional 15% share over the next three years. At the end of the year 2003 the Company purchased
additional 2.5% share and after the investment and other changes in the subsidiary's equity the Company's
ownership amountsto 71.1%.

During the year the Company increased it's ownership in the Danish pharmaceutical company Colotech ASby € 1.5
million. The Company's ownership at the end of the year 2003 amounts to 86% and the subsidiary isincluded in the
consolidated financial statements. The Company is committed to invest further € 3.5 million in the subsidiary over
the next four years.

The German subsidiary Medis GmbH was established during the year. The investment amounted to € 15,000 and
the Company's ownership is 60%. At the end of the year the Company founded a subsidiary in USA, Pharmaco Inc.,
which objective is to work on registration and sale of pharmaceutical products. The Company also purchased 67%
share in the Icelandic subsidiary Oculis ehf. It's objective is research work concerning pharmaceutical eye-
medicine. The investment in Pharmaco Inc. and Oculis ehf. wasimmaterial.

Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro

12



Notes - cont.:

Changesin the Consolidation, cont.

In December the Company purchased 89.9% share in the Turkish pharmaceutical companies Fako llaglari AS and
Abfar Ilag Sanayi ve Ticaret AS for € 49.1 million including cost associated with the acquisition. The subsidiaries
are included in the consolidation's balance sheet at the year-end 2003 but the income statement is not affected by the
investment. In the purchase agreement there is a clause stating that the final purchase price can either be increased
or decreased in accordance with the subsidiaries’ operating performance during the years 2004 and 2005.

Acqusition of the operation of Zdravlje AD, Fako llaglari AS og Abfar Ila¢ Sanayi ve Ticaret AS has the following
effects on the consolidated balance sheet:

INEBNQIDIE @SSELS ..ottt seeseseesesee e s te e e b e e eseseeseseesesseneseeneeseneeseseenenenneas 1.486
Property, plant @and EQUIPIMENL ..........ccoiieiieereereerees e se st se s e saeseseeneseeneseeneseenenes 21.224
INvestMent iN Other COMPEBNIES ........c.coiriirei bbb et 629
DEFEITEO TAX @SSELS ....evveviue ettt ettt bbbt b bbbt e b bt e b bt e bt sn b ee 8.187
LU= 012 S TSP 41.110
IMENOFTLY TNEEIESE ...ttt bbb e b et b bbbt n e ( 3.563)
L 0V o =T ( 7.252)
LONG-LENM TTADITTIES ...ttt et ( 9.990)
ShOrt-terM [TDITTIES ... e ( 41.589)
INEE BSSELS ...ttt b bt b E bR R R bR R R R R n et 10.242
GOOAWIll ON the BCUISITIONS ......eveeiicecicicre ettt 43.150
TOLAl TNVESEMENT ...ttt e bbbt e bt e b bt n e 53.392
PAIA TN CASN ..ot bbbttt b et R bt n bt 53.392

Quarterly overview

22. The operation of the Company is specified as follows by quarters:

1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter Total
11-31.3 14-306 1.7-309 1.10-3112 1.1-3112

SAIES .ot 79.152 77.722 72434 64.217 293.525
Cost of goods SOl .....cecvveeeirieerieeeeeerieee (  47.558) ( 43.091) ( 39.987) ( 42488) ( 173.124)
(€115 o] (o) 11 PSSR 31.594 34.631 32.447 21.729 120.401
Operating expenses less other income............ ( 7.682) ( 15.021) ( 11.871) ( 1768) ( 36.342)
Amortization, depreciation

and impairment of fixed assets.................... ( 4.573) ( 3.752) (23129 ( 486) ( 31.940)
Net financial income (expenses) ........c.ccccew... 645 544 ( 2.912) 81 ( 1.642)
Impairment loss on investment ............c..c..... 0 0 ( 3.689) 0 ( 3.689)
INCOMELAX ..vvvieeieieieeee e ( 2.458) ( 1.405) 1.698 ( 2.269) ( 4.434)
MiINOFity INtErest ......coveveenerereeeeerereeeeseens ( 639) ( 687) ( 412) ( 76) ( 1.814)
Net Profit (I0SS) ....ceevveveeevieeieie e 16.887 14.310 ( 7.868) 17.211 40.540

Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Notes - cont.:

Operating expenses

23. Auditors feeis specified as follows: 2003
Auditing of fiNaNCial SLALEMENES ........viiiiiii e s s ssesennens 152
Review of interim finanCial SEEEMENES ........ccoeiiiiiieeee e e 73
OFNEE SEIVICES ...ttt ettt b e b e ekt b et b e e e b e e e b £ e A e R e s A e Rt e b e e e b e e e e b e eb e st ebeneeb e s ebe s e st abenesbeneanens 212
TOLE BUAIT FEE ...t b e bbb e bt e bbbt b e e ne et r e 437

Per sonnel

24. Salaries and related expenses are specified as follows: 2003 2002
S 1= 60.782 34.406
REIBLEI EXPENSES .....veueevieeeireeee et seses st seee e et seeseseeseseeneste e eseseesessenesseneesensesessenensen 6.790 6.265
Total salaries and related EXPENSES ......ccvvireirriereir e 67.572 40.671
Number of employeeS at YEAr-EN .........cceiirieeireee e 6.835 5575
Average number of employees, adjusted for full-time employment ...........cccocovevivnnnnnns 6.539 6.247

Executive employment terms

25. Payment of salaries to the key executives of the Comapany for work performed for the companies within the Group,
their stock options and ownership in the Company are specified as follows:

Salaries and Stock Shares at
bonuses option year-end
Company: in thousands of shares
Senior executives:
Robert Wessman, CEO .........coci oottt sve et e 348 6.066 26.930
Sindri Sindrason, former CEO .........ooveoiiiecice e 142 0 17.205
Board members:
Bjorgolfur Thor Bjorgolfsson, chairman of the board ............ccccccveueneee. 28 0 1.085.337
Bjorgolfur GUAMUNGSSON ........ceoerueiriininiinente e 14 0 99
Karl WEINEISSON .....ocviiieiecie ettt ettt et sttt sbesneesneenesneenas 14 0 214.962
MagnUS TROFSEEINSSON .....cccoviueiiirerieiee st 14 0 0
SINAri SINATASON ..ottt ere et resaeesbeens 14 0 0
Six managing directors and the deputy CEO ........cccccoveiinriinnieneeneeneens 706 214 28.396
Former board members:
Fridrik SOPRUSSON .....cuciiiieieeieriie et et 14 0 0
Kristinn R. GUNNAISSON ......ccueeieiiieieciecteecte et esreeeesteeeesreesteseesreeneenes 14 0 100.310
1.308 6.280 1.473.239
Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Notes - cont.:

Executive employment terms, cont.

In addition to salaries and benefits the CEO realized € 1.1 million through the exercise of his stock option. The
CEO purchased 5,273 thousand shares at the exchange rate of € 0.05 and another 377 thousand on the exchange rate
of €0.03. The market value of these shares was € 1.4 million at the same time.

The Company has granted the Company's CEO loans amounting to a total of € 1.5 million with a 10% interest rate.
On the Chairman's current account there was a balance of € 36 thousand in the Company's favour at year-end.

Stock option agreements with the Company's CEO that are based on the exercise prices € 0.0294 — 0.0526, were
granted in 2001 and are redeemable in 2001 - 2005. Stock option agreements with the companys deputy to the CEO
and managing directors, that are based on the exercise prices € 0.01368 — 0.1710, were granted in 2002 - 2003 and
are redeemable in 2002 - 2004.

The ownership of shares by the management includes both direct ownership and indirect ownership through holding
companies.

During the year the Company's CEO Sindri Sindrason left his position with the Company. His retirement contract

has not yet been finalized and therefore the impact of the retirement contract is not disclosed in the information
presented.

Net financial income and expenses

26. Financial income and expenses are specified as follows: 2003 2002
INEEIESE EAIMEM ...ttt ettt b e e bt b et b e b e e e e s 769 3.028
Interest expenses and iINAEXELION ... ( 9.325) ( 10.176)
CUTENCY FIUCLUBLIONS ...ttt se s s e 7.748 5.127
Gain on sale of investment and dividend reCaiVed ... ( 834) 8.046

( 1.642) 6.025
Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Notes - cont.:

I ncome tax

27. Income tax recognized in the income statement specifies as follows:

Current tax expense

LTI g= 01 == PSSP PSP 5.925
Under/(over) Provided IN PrIOF YEAS .......cvvirrieriireriereesesesreie st en s 134
6.059

Deferred tax expense

Origination and reversal of temporary diffErenNCeS .......cccvvvviriiireri e 1.542
INVESIMENE TAX CIEAITS 1..viviieiiesiesiesie ettt sttt a e e e e et e e e st e seeneeseeseesensennennes ( 3.459)
(©19T= e 7= To S 292

( 1.625)
Total income tax expense according to the iNCOME StALEMENT ..........ccevreririniniesesese e 4434

Reconciliation of effective tax rate

Profit DEFOIE TaX ....vcveeiieececerset s 46.788
Income tax using the domestic COrporation taX rate ...........covveveeeerreeeereinesseree s 18,0% 8.422
Effect of tax ratesin foreign juriSdiCtionsS ..........c.coeverneinnne e ( 1,5%) ( 685)
NON-AEAUCEIDIE EXPENSES ...t 1,6% 749
TaX EXEMPL FEVENUE .....cveeeeeeeeerieesteseeteseeseseeeseesesseseeseseesessenessesensessesessensesessesessensssensesenses ( 0,4%) ( 178)
INVESEMENE taX CrEAITS ....eevieeeeiees ettt ne e s sanne s ( 7,3%) ( 3.459)
Exchange rate differences and other Changes ..........covovreiiincin e ( 0,9%) ( 415)
EffECtiVEINCOME LAX ...veveeviceee ettt ettt et et st e e sae et eeaeesae e beeaeesaeesbesnsesreearean 9,5% 4434

Calculated income tax transferred to equity

Due to changes in calculated deferred income tax liability and changes in the presentation of stock options, a
decrease of € 0.8 million, istransferred to retained earnings at the beginning of the year. Comparative figuresin the
income statement have been changed accordingly.

Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Notes - cont.:

Earningsper share

Basic earnings per share

28. The calculation of earnings per share is based on the Company's profit in € and the weighted average of issued
shares at year-end. The weighted average of shares in year 2002 takes into consideration the issue of bonus shares
in the year 2003. Weighted average of shares and diluted earnings per share are specified as follows in millions of

shares.

Weighted average per share 2003 2002
Outstanding SNArES @t L JANUBIY ....ccvevverrerierieriesiesiesiessesiessessessessessessessessessessessessessessessessesses 574 416
Effect of DONUS ShareSiSSUET ........c.oiiiiiriiiieeee s 2.269 1.663
EffeCt Of treasury SNArES .......ccvieieiece e bbb ( 9 ( 34)
Effect of NEW SNArESISSUBH .........cccoueiriiieierie e e e 5 426
Weighted average number of sharesat 31 DeCembEr ..o 2.839 2471

Diluted earnings per share

The calculation of diluted earnings per share at 31 December 2003 was based on net profit attributable to
shareholders and a weighted average number of ordinary shares outstanding during the year ended 31 December
2003.

2003 2002
Weighted average number of shares at 31 DeCember ........ccccvvvvrevreieveiesere e 2.839 2471
IMPECt OF SLOCK OPLIONS ... 8 7
Weighted average number of shares at 31 December (diluted) ........c.coocveerveicirneeinnennns 2.847 2.478

Intangible assets

29. Development cost for new products is capitalized in the balance sheet among intangible assets. Those assets are
amortized over a period of five years. Changes during the year are specified as follows:

Balance at 1 JANUEAIY 2003 .........cceueuerermrueriniresiereneseseesesesesseses e e ses e sesses et se s b sese e b s e e b s e e b b nen s 15.575
AdditioNS dUE TO BCGUISITION ....vvieiieeiirerieteeses ettt et 1.487
AdAitiONS AUMNG tNE VBN ...ttt 14.355
Currency adjustments during the YOI .........coee et ( 1.241)
AMOrtiZEA AUNNG tNE YEAI ......eeeieieeeeeececctctce ettt ettt ettt ettt bbb bbb bbbt esesesesesenas ( 5.260)
Balance at 31 December 2003 ..........oueiriiiieiiieieire e s 24.916
Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Notes - cont.:

30. Capitalized goodwill in the balance sheet is derived from the purchase of subsidiaries. Goodwill is not amortized.
Changesin goodwill during the year are specified as follows:

Balance at 1 JANUEAIY 2003 .........cceueuirermrueriniresiereesesiesesesessesesese s ses e sesse st b e ae b st ne e b s e b n et nen s 191.739
Additions due to purchase of SUBSIAIAMES ........ccorirriiiirrei e 42.239
Currency adjustments during the YEaK .........coevieereiree et seenen ( 190)
L0107 o 7= o =SSR PRSRR 1.250
Balance at 31 December 2003 ..........ceiriiieinireieiire et s 235.038

Due to impairment on specific fixed assets in Bulgaria that is further disclosed in note 32 negative goodwill of € 1.3
million related to same assets is amortized, and isincluded in other changes.

Fixed assets

31. Fixed assets and depreciation are specified as follows:

Property Machinery and

and plant  equipment Tota
Cost
Balance at 1 January 2003 .........cccovveereereneneeeneeeseeeseesesesesseseese e seenessenes 65.410 115.069 180.479
Additions due tO 8CQUISITIONS .....c.cvvveveierireeeceieseeeee et 15.000 53.470 68.470
Other additions during the YEAr ........ccoveveireeee e 10.436 20.072 30.508
Revaluation Of @SSELS ......covvereeiiririeeeis e 2.012 113 2.125
Currency adjustments during the YEar ...........coeeeeerneeennncccs e ( 8.894) ( 15951) ( 24.845)
Sales and disposals during the YEAN ..........coveveeirreriee s ( 5207) ( 12.388) ( 17.595)
Balance at 31 December 2003 ..........ceoivriereiinieeeneee s 78.757 160.385 239.142
Amortization and impairment losses
Balance at 1 January 2003 .........cccovveereerereneeereeeseeeseesesesesseseeseseeeseeessenes 15.144 63.365 78.509
Additions due tO 8CQUISITIONS .....c.cvvveveierireeeceieseeeee et 7.502 39.604 47.106
Depreciated during the YEar .........cccveevereireereesees e 2.049 6.295 8.344
Impairment during the YEar .........c.ccvveeinrneirree e 10.781 8.805 19.586
Currency adjustments during the YEar ...........coeeeeevreeennneecne e ( 3.481) ( 9.882) ( 13.363)
Depreciation of asset diSPOSAIS .....covvveverererrereierreee e ( 4.265) ( 11.408) (  15.673)
Balance at 31 December 2003 ..........cvovrieieiinieeree s 27.730 96.779 124.509
Book value at 31 December 2003 .........cooveveerrinieeiereneeeee e 51.027 63.606 114.633
DEPrECiation A0S ....c.eereeveeieririetie sttt r e e 2-8% 10- 33%

Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Notes - cont.:

32. Depreciation, amortization and impairment losses according to the income statement are specified as follows:

Amortization of intangible assets according to NOLE 29 ...........ccorieiinreeerr e 5.260
Depreciation of fixed assets according to NOtE 31 ........cccvvririeiiernierie e 8.344
13.604
Other changes in goodwill acCording t0 NOLE 30 ..........ccrviurieriiirriereirere e ( 1.250)
Impairment of fixed assets acCording tO NOE 31 ........cooviviieeiriieriereirr s 19.586
18.336

I mpairment of assets

33. During the year a special amortization was made on the carrying amount of specific assets in Bulgaria that
amounted to € 19.6 million. Those assets are primarily production units that will either be sold or discontinued in
the near future.

Purchase lease agreements

34. Buildings, machinery and equipment, for which the Group has entered into purchase lease agreements, are
capitalized, despite ownership of lessor according to the contract. At year-end the remainder of the contracts amount
to € 3.9 million.

Official real estate valuation and insurance value

35. Buildings and properties in Iceland with a book value of € 22.3 million, had an official real estate valuation of €
25.4 million at year-end 2003. Their insurance value amounted to € 18.3 million at the same time.

Inventoriesin Iceland amounting to € 34.0 million at year-end, were insured for € 18.9 million.

Fixed assets and inventoriesin other production facilities with a book value of € 73.5 million had an insurance value
of €161.2 million.

Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Notes - cont.:

I nvestments

36. At year-end the Company owned sixteen subsidiaries that are al included in the consolidation, an increase of seven
from the beginning of the year. The subsidiaries owned seventeen subsidiaries at year-end. The companies are as

follows:
Ownership %
Abfar llag Sanayi Ve TICAEt AS, TUIKEY ....ccovviicieireieeicirireetese ettt 90%
Balkanpharma Holdings Ltd, CYPIUS .........cceiiririeieiisrieieice s s s 100%
Bakanpharma Healthcare INternational, CYPrUS .........oeeeirrieieinrieieise s 100%
Y 0= T = 1 O 1Y TR 100%
VEIDEN S.A. UKIBINE ....veeeeeieieieeste et ee et ses s s seese e e tesaeseseeseseenesseneesessesesaenessenessensesessenessenensens 50%
Balkanpharma AD, BUIGAITA .......ccuvuereeiirrieeiesees s 100%
Bakanpharma DubnitSa AD, BUIGATA ........c.coriueiiiriieieisesieie st 95%
Bakanpharma Troyan AD, BUIGAINA .........coiueueininieinneee st 98%
Balkanpharma Razgrad AD, BUIGAIA ........ccoueveirriereineriieiie et 94%
Balkanpharma Security AD, BUIQAIA .....c.covvrieerieerieiserisierceee e seeseseenesaenens 100%
Balkanpharma Macedonia, MaCeOONIA ...........corverriririereirrree e 100%
Balkanpharma OO0, RUSSIA ......c.cerurvereiiririereieierisreieese sttt s e en e 100%
(@00 a1 = ot g IS S B 1< 017 T 86%
Dansk Laggemiddel FOrsyning AS, DENMEIK .........covieieinrniereiirneeie s e 100%
(DL =Y o o< = T TR 100%
FaKO H1aGIarTi AS, TUIKEY ....ocveiiee et e et 90%
MECIS GMBH, GEIMANY ...c.eeeiieiiieiieieie e ettt se s seesestene st e e s teseesesaeseseeneseenensenensenennnnen 60%
Medis Holland BV, NEHNETANG ...........oooueieeeeeeee ettt sttt ettt enee s e reennesrean 100%
Pharmamed L0, MalTa .......c..oeeeveiee ettt ettt s e te s e e sae e besneesaeeseeneesseesseeneenseenees 100%
Pharmamed ParenteralS Ltd., Maltal.......cocoeeieiiiiiie ittt st te et s s sbesstesstessaeesbeessbessnneeens 100%
DEtaAR&D Ltd., MAItA ....coveeeieieicie e 100%
Vo IS I (o R = FSX o 1Y/ = o T RRTRR 100%
Y K=o 10 o= =T (o T 100%
Medis DaNMark AS, DENMAIK ......c.covuiiiuieiiriesieeseeeetee st e s te e st e s etee s st e seessbessbessasesssessabessbesssessressnrenss 100%
NM Pharma €hf., ICEIANG .......coocuiiiiiiieie ettt ettt e st s st e s st e e sbeeesbessbessbessaressaressrenens 100%
(@ T EST= 01 (= =g Lo R 67%
Omega Farma enf., ICEIANA ..ot 100%
Pharmato INC., USA ...ttt et sttt et e st e tesaeesbe e tesaeesbeesesaeesteensesseesbeensesaenstesnsesrenstesnsesreessenns 100%
United Nordic Pharma AS, DENMAIK .......coeeiueeeiceectecee ettt et ste et eseesteenseeneesreenseeneennes 100%
Nordisk Ibu-Pharma AS, DENMMAIK .........cccvieeerieeee ettt eee st eeesteeeesae e e sreessesasesseensesneesreensesnes 100%
UNP SWETEN AB, SWEHEN .....ooviiiiireiireriiet ettt st s 100%
WA = Y = A IS = 1 - R 71%
Zdravlje Trade AD, SErDIA .......ccuoiieiieiirieieer et 95%
Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Investment in other companies

I nvestment in associated companies

37. Investment in associated companies is specified as follows at year-end:
Ownership Book value

e TS = o1 Ko< = o SR 20% 1.147
[celand GenomICS Corp., USA ...ttt 31% 1.968
BOOK VAlUE 8t 31 DECEMDES .......viieiereeieiire ettt 3.115

Inventories

38. Inventories are specified as follows: 2003 2002
G T 7= = -SSR 32.882 27.769
WWOIK N PIOGIESS ...ttt st st 16.919 12.945
Finished goods and goodS fOr FESAIE ..o 29.051 15.218
INVENOriES at 31 DECEMDES .....c.cviiereierietee s 78.852 55.932

Stockholders equity

39. Outstanding capital stock was 574 million shares at the beginning of the year. The Company's annual meeting
agreed to quintuple the nominal value of capital stock by issuing bonus shares. The annual meeting also agreed to
increase capital stock to meet stock options to employees. The Company is planning a listing on the London Stock
Exchange in the year 2004. The Company policy isto grow with mergers or acquisitions. Due to those reasons it is
considered important to own treasury shares at each time. Changes in the nominal value of capital stock during the
year are specified asfollows:

Number of
sharesin

thousands €
Outstanding capital stock at 1 January 2003 .........ccccevererenienieniesinesesesesesese s ssessessesees 574.192 7.419
BONUS SNBIES ISSUE ...ttt ettt st sn e se b 2.268.768 29.339
NEW SNAIES ISSUE ..ottt et b e b e st b et se b e enesrene s 8.410 98
PUrchase of treasury SNAIES ..ot ens ( 68212 ( 769)
Sal€ Of trEASUNY SNAIES .....ccuveiieecicie e neenes 2.236 26
Outstanding capital stock at 31 December 2003 ........ccooeverierieierienesesesee e ns 2.785.394 36.113
Total capital stock is as follows:
Total capital SLOCK ISSUBH ......ccveiieiiiiisiesie e 2.993.781 38.522
TTEASUNY SEOCK ..veviviitiitestestestestes e stestestestestestestestestestestesbesbestestesbesbesbesbesbesbesbentesbesbenbeneensens ( 208.387) ( 2.409)
Outstanding capital stock at 31 December 2003 ........ccoceverieieierieniesiesesee e 2.785.394 36.113

Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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40. Reconciliation of movements in stockholders equity:

Share
premium and
Capita statutory ~ Tranglation Accrued Retained
stock reserve reserve stock option earnings Tota

Transferred from previous year 7.419 163.190 ( 8.223) 0 73.389 235.775
Accrued stock option

at beginning of year .............. 244 353 ( 597) 0
Changes in opening balance

of deferred tax liahilities........ ( 847) ( 847)
Revised balance

at 1 January 2003 .................. 7.419 163.434 ( 8.223) 353 71.945 234.928
Bonus sharesissue................... 29.339 (  29.339) 0
Treasury sharesacquired ......... ( 769) (  34.528) ( 35.297)
Treasury shares sold ................ 26 400 426
New sharesissued ................... 98 673 771
Expensed stock option ............. 191 191
Redeemed stock option ............ 263 ( 263) 0
Acc. currency adjustment ........ ( 20.411) ( 20411)
Dividend to shareholders.......... ( 673) ( 673)
Net earnings .......covveeveerererenenne 40.540 40.540
Balance at 31 December 2003 . 36.113 100.903 ( 28.634) 281 111.812 220.475

Stock options agreements

41. The company has granted its employee's stock options rights, which they can exercise in the years 2001 to 2005.
The Company will use treasury shares or/and issue new shares to fulfill the Company's obligations according to the
stock options. The Company's stock option liahilities are 13 million shares by the end of the year and are specified

asfollows.
Sharesin
thousands €
BAl@NCE BL 1 JANUBIY .....cueviuiriiirienieiesiee ettt sae ettt ebe bbb e b e b snene s 24.681 274
Granted stock options during the YEAr .........cccvveiereiereeeee e 166 2
Exercised stock option during the YEar ..........cceueieieiieinieeeeseeesese e ( 12235 ( 136)
Balance at 31 DECEMDEN ........ccccviiiiiieieieiee ettt bbb eseens 12.612 140
Stock options are specified as follows at year-end:
EXEICISEYEAr 2004 ......eoeeeiieeeteeete ettt et bbbt b b e a e bbb e ena s 12.235 136
EXErCISEYEAr 2005 ....viiiiiiiiiiesie sttt sttt sttt bbb b p e renrn 377 4
12.612 140
Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Deferred income tax

42. The Groups deferred tax assets and deferred tax liabilities are specified as follows:
Assets  Liabilities

Balance at 1 January 2003 .........ccooruereereriereinerierese s e 3.217 4.677
Additions dUE L0 BCAUISITION .....c.vvveiiiieieteisesi et 8.187 1.713
Income tax posted t0 iINCOME SEAEEMENL .........veveuiririreereeirre e 3.560 7.936
[INCOME TAX PAYADIE ...ttt 570 ( 5.430)
Other ChaNQES ... .o bbbttt b sbesre st ( 568) ( 563)
Balance at 31 December 2003 ..........cooiiiiiiiit e 14.966 8.333

Deferred tax assets and deferred tax liabilities specified on items:

INEANGIDIE BSSELS ...t 246 2.737
OpPErating fIXE BSSALS .....c.vvvereeiirier e bbb ( 6.476) 3.984
INVESIMENLS ...ttt nr e r e 0 ( 41)
CUITENt TIADITTITIES ... 3.917 1.694
ACCIUE SEOCK OPLIONS ...ttt 0 ( 48)
LONG-terM [I@DIITIES ... s 0 7
Total deferred tax liabilities from assets and liabilities ..o ( 2.313) 8.333
Carry forward iNCOME taX |0SSES .......c.ceuruereririrerierit sttt 10.914 0
[NVESEMENE 18X CrEAILS ......veeie e 6.365 0
Balance at 31 December 2003 ..........ociiieeire s 14.966 8.333

Movement in temporary differences during the year
The Groups deferred tax assets and deferred tax liabilities are specified as follows:
Additions

Balance dueto Recognized Recognized Balanceat
at 1lJanuary  acquisition  inincome in equity 31 December

Intangible 8SSetsS ......ccoveveveeericeeeceee ( 1.791) 0 ( 672) ( 28) ( 2.491)
Operating fixed aSsats ........ccoceevreervenerienenne. ( 4.151) ( 7.737) 1.082 346 ( 10.460)
INVESEMENES ... ( 85) 200 ( 28) ( 46) 41
Current l1abilities ......ccocevrereereercreee 525 3974 ( 2.174) ( 102) 2.223
Accrued stock OptionS .......ccccevevereniesesnninns 120 0 ( 70) ( 2) 48
Long-term liabilitieS ...ccoevevevriciciicrienienne 0 ( 6) 1 ( 2) ( 7)
Carry forward income tax 10Sses .................. 1.088 9.774 ( 90) 142 10.914
Investment tax credits .........ccoeeveeercnenienenn 2.834 268 3.383 ( 120) 6.365
Balance at 31 December 2003 ..................... ( 1.460) 6.473 1.432 188 6.633
Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Commitments

43. The Company is committed to increase the share capital of it's subsidiary, Colotech AS by € 3.5 million. The
payments will be made by seven installments during the next four years.

The Company is committed on behalf of its subsidiary Zdravlje to invest € 20 million in Serbia during the next five
years.

The Company is committed to make equity contributions to it's subsidiary, Oculis ehf., up to € 2.2 million, given that
certain conditions are fulfilled.

Long-term liabilities

44, Long-term liabilities are specified as follows, by currency denominations:

Liabilities are denominated in the following currencies:

LOBNS TN EUR ...ttt et sttt e s e et e s aee s he e b e eaeesheenbeeaeesheeabeeaeesaeentesaeesaeentesneennn 105.171
LOBNS TN USD ..ottt ettt et e e st e et e et e s he et e saeeshe e beeaeesheenbeeaeesbeenbeeasesaeentesaeesaeentesneennn 41.437
LOBNS TN GBP ...ttt et et e e et e ae e sheebeeaeesbeeabesaeesbeenbeeaeesbeeatesaeeseennanns 2.742
LOBNS TN JPY .ottt ettt e et et e e e e te e beeteeebeeaeeeheeaseeaeeebe e beaaeeabeenteeaeeabeeteeaeebeentesaeenteenresrean 13.741
LOBNS TN CHE ..ottt e e st e et e e ae e aeeaeeebe e beeaeeebeensesaeeateeneesbeentesneesbeensesnns 12.454
LOBNS TN SEK ..ottt ettt ettt et et e s ae e s beeatesae e beeaseebe e seeaeeeseenseeheeseeneeebeenreeaeesteereaneenteans 1.430
LOBNS TN IMTL ettt sttt e st et e s ae e b e eab e sae e beeasesae e beeaeesbeesbeeneesbeenbeeanesteensenanennis 12.298
LOBNS TN ISK ..ttt s bt et s e st e e e s be e besaeesbeeasesaeesbeeaeesseensasaeeseeseesseensesseateansesrean 3531
LiabilitieSiN OtNEr CUITENCIES ......cvecieeceeecee ettt ettt et e et e e beeaeebeesaeestaeseesseeseesaeeseeneenanenns 59
Tota long-term liabilities, including CUrrent MELUNTIES ........ccccvviviiinenesesese e 192.863
Current maturities of 10Ng-term [1abilitiES ........ccooereeeee e ( 18.889)
Total [0NG-terM HADHTTIES .....ceeeiiiicice e be bbbt benrenes 173.974

45. Annua maturities of long-term liabilities are specified as follows:

INTNEYEEN 2004 ....oeeiieiiieiieieee ettt ae s s e beeseeseese e s e e seesesbeeseeseeseeseeseeseeseeseesensensenrennens 18.889
INTNEYEEI 2005 ....ocveiiiiiieiiiieeiseeeee et s e sessessesseeseeseeseeseeseeseeseeseeseeseeseeseeseeseeseeseesensensensens 22.270
INTNEYEEN 2006 .....ocveiviiririiiieiiiseee et s s s e st st s sessesseeseeseeseeseeseeseeseeseeseeseeseeseeseeseeseesensensensensens 40.050
INTNEYEEI 2007 ....veiviieeitieiieieeeee ettt s st s seeseeseeseeseeseeseese e st ebeeseeseeseeseeseeseeseeseeseesensensenrens 25.299
INTNEYEEN 2008 .....ocueiuiiiiriiriiiieieeee sttt sttt ssesseeseeseeseeseeseeseeseeseeseeseeseeseeseeseeseeseesensensensensens 79.347
SUDSEUENE PAYIMENTS ....eveetieteeiesiesiese e steseste s e s teste s e stesbestesaeseestestesaestasseseessestestessesesensensensensensenseneesenses 7.008
L1 1 SRR 192.863
Financial statements of Pharmaco hf. 31 December 2003 Amounts are in thousands of euro
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Derivative

46. The Company has made currency- and interest swap contracts. These contracts are specified as follows:

2003 2002

Currency- and interest swap contracts:
N PSRRI 15.184 15.793
I o1 L= 12.533 15.004

Subsequent events

47. At the end of January 2004 a finding was made in the proceedings of Lundbeck against the subsidiary United
Nordic Pharma AS. The demands of Lundbeck were rejected and the company was awarded DKK 3 million in
compensation.

Financial ratios

48. The main financial ratios for the Group are as follows:

2003 2002
[0 0LV = € o T PPN 0,37 0,51
CUTENE TBEIO 1ttt e e e st e e e seeseeseeseeseeseeseeneeneesseneeneenen 1,10 0,95
RELUMN ON EUITY ..t sttt sttt ettt et e e na e enes 17,8% 23,1%
EBITDA iR r e rs 84.059 45.718
EBITDA as apercentage Of FEVENUES .........ccoviiiiiiiisiseseseseseeeesessessesaessessessesseseeseenes 26,6% 21,2%
Working capital provided by operating aCtiVitieS .........ccccevrininienineseseseseeeses s 71.002 41.444
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