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Endorsement by the board of directors and
the president and CEO

The Group's interim financial statements include the consolidated financial statements of Actavis Group and its
subsidiaries. The interim financial statements are presented in thousands of EUR. The accounting principles applied
in preparing the Group's financial statements are consistent with those used in the previous year. The effect of the
Turkish pharmaceutical companies Fako Ilaclari AS and Abfar ila¢ Sanayi ve Ticaret AS are included in the income
statement for the period for the first time since the companies were acquired at year-end 2003.

The Company's prior name was Pharmaco hf. but in May it was changed to Actavis Group hf.

Net earnings for the period amounted to EUR34.1 million for the Group, according to the income statement.
Stockholders' equity amounted to EUR253.7 million at the end of the period acccording to the balance sheet. Changes
in stockholder's equity and appropriation of net profits are further explained in the imterim financial statements.

The board of directors and the president and CEO of Actavis Group hf. hereby confirm the Group's financial
statements for the six months ended 30 June 2004 with their signatures.

Hafnarfjordur, 9 August 2004.

Board of directors:

President and CEO:
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Auditors' report

Board of directors of Actavis Group hf.

We have reviewed the accompanying consolidated balance sheet of Actavis Group hf. as of 30 June 2004 and the
related consolidated interim income statement and interim consolidated statement of cash flows for the six months then
ended. Theseinterim consolidated financial statements are the responsibility of the Company's management.

A review consists principally of areview of the documents on which the interim consolidated financial statements are
based, inquiries of company personnel and analytical procedures applied to financial data and ratios. It is substantially
less in scope than an audit performed in accordance with generally accepted auditing standards, the objective of which
is the expression of an opinion regarding the consolidated financial statements taken as a whole. Accordingly, we do
not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to the interim consolidated
financial statementsin order for them to conform with generally accepted accounting principlesin Iceland.

Reykjavik, 9 August 2004.

KPMG Endurskodun hf.
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Consolidated income statement
for the six months ended 30 June 2004

Second quarter Six months
1 April to 30 June 1 January to 30 June
Notes 2004 2003 2004 2003
Operating revenue:
SAIES ..o 103.636 77.722 221.108 156.874
Other reVenUE ........cccoveveeeeere e 5157 ( 1.317) 13.535 4.207
108.793 76.405 234.643 161.081
Operating expenses:
Direct production expenses / cost of sales..... 52.391 43.091 112.460 90.649
Sales and marketing eXpenses ........ccoovveeeene. 14.400 4,901 27.222 9.116
General and administrative expenses............. 10.196 7.103 20.683 13.088
Other operating eXpenses ........ccoovvevverereenenn. 5.483 1.700 12.189 4.706
Depreciation and amortisation .............c.c..... 24 5.850 3.752 10.792 8.325
88.320 60.547 183.346 125.884
Profit from operations ..........cccccoceevevviviennnn. 20.473 15.858 51.297 35.197
Net financial income (EXPeNnSes) ........ccoceveereenens 20 ( 4.155) 544 ( 7.268) 1.189
Profit before incometax ........ccoovvvennercneeenn 16.318 16.402 44.029 36.386
INCOMELBX ..veveeevieeiiieiee e ( 1.922) ( 1.405) ( 8.735) ( 3.863)
Profit before minority interest ... 14.396 14.997 35.294 32.523
Minority iNtErest ......ccovvvvevvrerererre e ( 490) ( 687) ( 1.219) ( 1.326)
NEt €arNiNgS .....ccccoevvecerceee e, 13.906 14.310 34.075 31.197
Earnings per share: 7
Basic earnings per share .........ccocvveevecvveeennn, 0,0050 0,0050 0,0122 0,0110
Diluted earnings per share .........cccccoceveeeeruenen. 0,0050 0,0050 0,0122 0,0110
Financial statements of Actavis Group hf. 30 June 2004 Amounts are in thousands of euro




Consolidated balance sheet

Assets
Notes
Fixed assets:

Intangible assets: 89
Development expenditure and pharmaceutical Know-how ...........ccccceeevveeenen. 21
GOOUWITT . et bt ene 22

Property and equipment: 10,23
Property and Plant ..o e
Machinery and QUIPMENL .........cccvierereererereseeseseeseeseesesee e e seeessessesnesreses

Investments:

Investment in assoCiated COMPANIES ........vvvereereeeeereseseesiereeseeesresreseeseeneesens 11,26
Investment in other COMPANIES ..........ooeieieriereee s 11
S U ] (1= OSSPSR
Deferred taX @SSELS .....coeieeeeieieie et e 16,30

Total fixed assets

Current assets:

1 01V7< 1 (0 (= 12,27
Receivables: 13
ACCOUNES TECEIVADIE ...ttt e
(@1 S (=S A7 o [
(=S o

Total current assets

Total assets
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30.6.2004 31.12.2003
31.430 24.916
237.762 235.038
269.192 259.954
53.081 51.027
72.410 63.606
125.491 114.633
4.083 3.115
1.377 2.947
96 1.364
11.280 14.966
16.836 22.392
411.519 396.979
75.877 78.852
98.214 72.307
33.601 19.421
20.374 29.968
228.066 200.548
639.585 597.527

Amounts are in thousands of euro




30 June 2004

Stockholders’ equity and liabilities

Notes 30.6.2004 31.12.2003

Stockholders' equity:

L@ o] = [ (0 o QTSRS 14,28 36.171 36.113
S g T= T o]0 1 0 99.489 100.903
TraNG @ION FESEIVE ...ttt et s st ae b b sen ( 24.945) ( 28.634)
PAXe e gB1= o S (oo Q0] 1 g S 302 281
RELAINED EAIMINGS ....eveieeeeeece et e s e e sr e aeae e eneaneas 142.705 111.812
Total stockholders equity 29 253.722 220.475
Provisions:

T To gL YA 01= (= RSR 7.717 7.295
Deferred tax [1ahilitieS .......ccooveireireee s 30 7.687 8.333
Employee termination iNdemnity ............ccoooerireirineneseeee e 17 5.402 5.539
20.806 21.167

Long-term liabilities:

LoNG-term [1@bilItIES .......cceiveirereeree s 32 168.575 173.974

Current liabilities:

BaANK [08NS ...ttt b e et 96.859 90.758
ACCOUNS PAYADIE ...t 36.880 43.765
Current maturities of long-term liabilities ... iereiii e 32 26.864 18.889
Accrued liabilities and EXPENSES .......coeieiireieere e 35.879 28.499
196.482 181.911
Total liabilities and provisions 385.863 377.052
Total stockholders’ equity and liabilities 639.585 597.527
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Consolidated statement of cash flows
for six months ended 30 June 2004

Notes 2004 2003
11-30.6 11-30.6
Cash flows from operating activities:

= o TSP 34.075 31.197
Adjustments to reconcile net profit to net cash provided by
operating activities:
Depreciation and amortiSation .........ccceeeeeeresieniereereeiesese e 24 10.792 8.325
Currency fluctuations and iNdexation .............ccceeeeeierenereneeieeere e ( 143) ( 5.116)
Changes in deferred taXES ......ccvvvviveeeeee e 457 ( 1.423)
Oher ChBNGES ...c.veieeieee et 3.338 3.672
Working capital provided by operating activities 48.519 36.655
Changes in operating assets and liabilities:
[NVENLOTIES, ECTEASE ...ttt 4.292 2.989
ReCEIVADIES, INCIEASE ..o e ( 37.463) ( 12.954)
Short-term liabilities, inCrease (deCrease) .......coevvevrierivveereeeeere e 4370 ( 2.694)
Changes in operating assets and liabilities ( 28.801) ( 12.659)
Net cash provided by operating activities 19.718 23.996

Cash flows to investing activities:

Increase in intangibl@ @SSELS .......ccevveeeicic e ( 10.082) ( 5.717)
Investment in property and eqUIPMENt ..........cooeiereinenene e ( 18.264) ( 8.891)
Proceeds from sale of property and equUipment ........ccceeeeerevieveserereeee e 1.367 1.222
Investmentsin other companies, net of cash acquired ...........ocoeeeeereiiieninnens ( 4.240) ( 4.013)
Proceeds from sale of investment in other companies .........cccccocvvvvvecccneennns 1.628 0
SECUNTIES, ChANQE ... e e 1674 ( 60)

( 27917) (  17.459)

Cash flows to financing activities:

Changesin Capital SLOCK .......cccvvevieieiesisesese et e ere s ( 1.316) ( 4.452)
DiIVIAEN PAI ..ottt ettt ( 3.182) ( 673)
Changesin MinOrity INTErESt ......cccvvvvireicere e e ( 363) 0
Proceeds from 10ng-term DOrTOWINGS .......cooiririeririerene e 61 69.397
Payments of 1ong-term debt ... ( 1.509) ( 10.002)
Bank [0aNS, ChANQES ......c.coiiiieiiee et s e 4545 ( 60.057)
( 1.764) ( 5.787)
(Decrease) INCrease iN CAS ...t ( 9.963) 750
Cash at beginning Of YEar ... 29.968 8.863
Effects of exchange rate changes on beginning balances ........................ 369 ( 587)
Cash at end of PEIOd ... 20.374 9.026
Interim financial statements of Actavis Group hf. 30 June 2004 Amounts are in thousands of euro




Notes to consolidated financial statements

Summary of accounting principles

Basis of preparation

1. Actavis Group hf., formerly Pharmaco hf. (the Company) is a company domiciled in Iceland. The interim
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 financial statements. The
interim financial statements are presented in euro rounded to the nearest thousand. They are prepared on historical
cost basis and are, in all main respects, based on the same accounting principles as in the previous year.

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 obtain benefits from its
activities. The interim 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 unrealised gains arising from intra-group transactions, are
eliminated in preparing the consolidated financial statements.

Associated companies are recorded in the balance sheet at the lower of cost and net realisable value.

Foreign currencies

2. Transactions in foreign currencies are translated into euros at the exchange rate of the date of the transactions.
Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated into euros
at the foreign exchange rate of that date. Translation differences are recognised in income. Non-monetary assets
and liabilities denominated in foreign currencies that are stated at fair value are translated into euros at foreign
exchange rates of the dates the values are determined.

Financial statements of subsidiaries

3. The operations of subsidiaries are not considered an integral part of the parent Company's operations. Accordingly,
the assets and liabilities of subsidiaries, including goodwill and fair value adjustments are translated into euros at
exchange rates of the balance sheet date. The revenue and expenses of subsidiaries are translated into euros at the
average conversion rates for the period. Translation differences are recognised 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 recognised when significant risk and rewards are transferred to the buyer.
Revenue is not recognised if there is an uncertainty about the collectability of receivables, related expenses or
possible return of products.

Interim financial statements of Actavis Group hf. 30 June 2004 Amounts are in thousands of euro




Notes - cont.:

6. A portion of the Group's revenue comes from the sale of dossiers. Revenue from the sale of dossiers is recognised
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 period and reveals net
profit per share. The net earnings for the six months ended 30 June was EUR34.1 million and the weighted
average number of shares 2.788 million shares, when taken into consideration purchases and sales of treasury
shares. The nominal value of each share amounts to one ISK. Earnings per share for the period amounts to
EURO0,01222. 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 765
thousand shares. The Company has not entered into agreements on convertible bonds.

Intangible assets

8. Development expenditure is capitalised in the balance sheet as development expenditure and pharmaceutical know-
how. If development leads to production of marketable products the relevant cost is amortised over a period of
five years. Otherwise the cost is expensed when it becomes evident that future economic benefits are not probable.

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 amortisation to year end 2002. From the beginning of
the year 2003 the goodwill is not amortised but tested for impairment annually or more frequently if events or
changes in circumstances indicate that the asset might be impaired. If recoverable amount of goodwill is less than
its carrying amount, the carrying amount of the asset is to be reduced to its recoverable amount. No impairment
loss has been recognised during the period.

Property and equipment

10. Property and equipment are carried 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

as follows:

Property and PIANT .......oociieiiiie ettt ettt e e te e tteetteenbeenteentaeenreebeenreens 12 - 50 years
EQUIPIMENL ..ottt ettt et et e et e e st e b e estenaesseessenseentansesssensesseennensenseensensennes 3 -10 years
Investments

11. Investments in other companies are carried at acquisition cost less provisions for estimated impairment losses.

Inventories

12. Inventories are carried at cost. In addition to directly attributable unit costs, manufacturing cost also include
indirect cost attributable to the production process.

Interim financial statements of Actavis Group hf. 30 June 2004 Amounts are in thousands of euro
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Notes - cont.:

Accounts receivable and other receivables

13. Receivables and securities are reduced by an allowance for doubtful accounts. This allowance is not a final write-
off, but a reserve to meet possible future losses. The allowance is deducted from appropriate balance sheet items.
Receivables amounting to EUR132 million at end of the period have been written down by EUR12 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
recognised 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 stock option agreements with certain employees which may be excercised in the years 2001 -
2005. The Company's cost is based on the Black-Scholes method of evaluating stock option agreements. Thus,
valued cost is expensed over the lifetime of the contract and is recognised in the income statement with a
corresponding increase in stockholders' equity.

Deferred tax assets and liabilities

16. Deferred tax assets and deferred tax liability are included in the interim financial statements. Their calculation is
based on the difference between balance sheet items as reported in the Group's financial statements and tax returns
of the companies within the Group. This difference occurs because expenses are generally expensed earlier for
tax purposes than in the financial statements and due to investment tax credits.

Employee termination indemnity

17. The employee termination indemnity relates 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 are
calculated on the basis of an agreed formula, are subject to certain upper limits and are recognised 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.

International 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 effects of these adjustments on the Company's net equity are uncertain at
this point.

Interim financial statements of Actavis Group hf. 30 June 2004 Amounts are in thousands of euro
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Notes - cont.:

Quarterly overview

19. The operation of the Group is specified as follows by quarters:

2nd Ist 4th 3rd 2nd
Quarter Quarter Quarter Quarter Quarter
2004 2004 2003 2003 2003
SALES vttt 103.636 117.472 64.217 72.434 77.722
Cost of 200ds SOId .....occvvvvirieiieieieeieeee e ( 52391) ( 60.069) ( 42.488) ( 39.987) ( 43.091)
GTOSS PrOfit ..oeeeviieiieiieieieceeeee e 51.245 57.403 21.729 32.447 34.631
Operating expenses less other income ............ ( 24922) ( 21.637) ( 1.768) ( 11.871) ( 15.021)
Amortization, depreciation
and impairment of fixed assets .................... ( 5.850) ( 4.942) ( 486) ( 23.129) ( 3.752)
Net financial income (€Xpenses) .........c..cuev.e. ( 4.155) ( 3.113) 81 ( 2.912) 544
Impairment loss on investment ....................... 0 0 0 ( 3.689) 0
INCOME tAX ..eoveviiiiiieieeee ettt ( 1.922) ( 6.813) ( 2.269) 1.698 ( 1.405)
MINOTity INtErest .......ccvevvveeerrereieierreeeeeeneenes ( 490) ( 729) ( 76) ( 412) ( 687)
Net profit (10SS) .eoveeeeeeeeeererieieeeceeeeiee 13.906 20.169 17.211 ( 7.868) 14.310
Net financial income and expenses
2004 2003
20. Financial income and expenses are specified as follows: 1.1-30.6 1.1-30.6
INEETESt CATNEM ......evieitiieieieeicetet ettt ettt st enes 2.362 188
Interest expenses and INAEXAION ........cccverveerieeiieiieeieereeseeeieesreesteesaeeaeereesaessaeeseenns ( 7.697) ( 4.370)
CUITENCY FIUCLUALIONS ....vieieeiieiieieeeeeie ettt ettt ettt seesaesreesaenseeseenseseens ( 1.933) 5.208
Gain on sale of INVESTMENE .........ociiiiiiiiiiiiiee e 0 163
( 7.268) 1.189

Intangible assets

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

Balance at 1 January 2004 ........cc.oooieiiieieeieeie ettt ete ettt et e st e e te et e e eebeesteentaesrbeebaenteesrbeenbaeraens 24916
Additions during the PEriOd ........c.eeieririeriecieeee ettt ettt et e e esaesteeseessesseenaessesssensesseens 9.893
Currency adjustments during the Period ...........ccooeiiiiiiiiieieiee e e 80
Sales dUIING the PETIOE .....ccvieieriieieiecieeeee ettt et s et e b e ss e esee st e st e sesseensesseensenseeneennes ( 81)
Amortised during the Period ..........coeiieiiiiiiiee ettt ( 3.378)
Balance at 30 JUNE 2004 .........couooieieeieieee ettt ettt sttt et e e ese et e seeseenteeteeneenneeneennens 31.430
Interim financial statements of Actavis Group hf. 30 June 2004 Amounts are in thousands of euro
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Notes - cont.:

22. Capitalised goodwill in the balance sheet is derived from the purchase of subsidiaries. Changes in goodwill

during the period are specified as follows:

Balance at 1 January 2004 .......c..ooeoiiiiiieeeee ettt ettt st et b et bttt eae et naeas 235.038
Additions due to purchase Of SUDSIAIATIES .......cccevviiierieriieieii ettt enees 3.270
Currency adjustments during the Period .........cceccuieeuieriiiiiiiieeee e e 481
(0 83TS e 1 T2 1 (<SR P ( 1.027)
Balance at 30 JUNE 2004 .........oouooiiiiiieee ettt sttt ettt et nae et 237.762

Fixed assets

23. Fixed assets and depreciation are specified as follows:

Cost

Balance at 1 January 2004 ..........cccoriiieniiieieeeee e
Additions during the period ...........ccecerieeierinieieeeee e
Currency adjustments during the period .........c.ccoceviiiiiiniinieniiiienees
Sales and disposals during the period ...........ccceeeeriecienerieenerieee e
Balance at 30 June 2004 .........cc.ooiiiiiieienieeeeeee e

Depreciation

Balance at 1 January 2004 ...........cccoouirierieiieiienieeieie et
Depreciated during the period ...........ccccecevirieniiieninineeeeeee e
Currency adjustments during the period .........cccoceverieiieniecieneceee s
Depreciation of asset diSPOSals ........cccverveecieeciierienieeie e
Balance at 30 June 2004 .........cccooiririeieiiiineneneeeeee e

Book value at 30 June 2004 .........c.oooeeueeeeeeeeeeee e

DEePreciation TAtIOS ........eeveveereerierreeieseesieerestesseesesseesessesseessesseessensesseenes

Property Machinery and
and plant  equipment Total

78757  160.385  239.142
2.946 12.002 14.948
1.511 4.882 6.393

21) ( 6313) ( 6.334)

83.193 170.956 254.149

27.730 96.779  124.509
964 5.423 6.387
1.428 2.131 3.559
10) ( 5787) ( 5.797)
30.112 98.546  128.658
53.081 72410  125.491

2-8% 10 - 33%

24. Depreciation and amortisation according to the income statement are specified as follows:

2004 2003
1.1-30.6 1.1-30.6

Amortisation of intangible assets according to note 21 .........ccoeceevveriieieriieieneseeiee e 3.378 2.351
Other changes in goodwill according t0 NOtE 22 ........cccevieieniniirieniniereeceee e 1.027 0
Depreciation of fixed assets according to NOte 23 .......ceeveviieierierieieieeieieee e 6.387 5.974

10.792 8.325

Interim financial statements of Actavis Group hf. 30 June 2004
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Notes - cont.:

Investments

25. At the end the period the Company owned 16 subsidiaries that are all included in the interim consolidated financial
statements. The subsidiaries owned 17 subsidiaries at the end of the period that are included in their interim
financial statements. The companies that are included in the interim consolidated statements are as follows:

Ownership %
Abfar Tlag Sanayi ve Ticaret AS, TUIKEY ........cocvoviuiveeeeeeeeeeeee e ene e 89%
Actavis BV (Medis BV), Netherland .............cocooiiiiiiiiiieeeeee et 100%
Actavis Ltd. (Pharmamed Ltd), Malta ..........ccooevieiinieieecieeseeee et 100%
Actavis hf. (Delta hf.), Iceland ..........ccooioiiiiiii et 100%
Actavis Inc. (Pharmaco INC.), USA .......ooiiiieieieiee ettt e eseeneennas 100%
Actavis Nordic (United Nordic Pharma AS), Denmark .........ccccoceeveiirieninieiineieeeeecece e 100%
Actavis AS (Nordisk Ibu-Pharma AS), Denmark .............ccecerieiieniniienierieieeeieie e 100%
Actavis OY, FINLANA ...ttt e e et e e e e e e aeeeeaes 100%
ACLAVIS A/S, INOTWAY ..evvevieeieiieiietesteeiteteettetesteetestesseessesseessessesseessesseassesseessensesseessessesssensesseessensenses 100%
Actavis A/B (UNP Sweden AB), SWEAEN ......cc.eiuieiiiiiieiiieesieee et 100%
Balkanpharma Holdings Ltd, CYPIUS .......ccvevuerieiieriieieieeeeie ettt sae e sseesaesseeseesesseensensens 100%
Balkanpharma Healthcare International, CYPIUs ........ccccceviririnirienieninininenecreree e 100%
MM Pharma LLC, USA ..ottt eae e e e e e eaeeeeaaeeeaaeeeaeeeenneeeennes 100%
VErben S.A. UTUZUAY ...cveveuiieieiieiintiteieieeeiteie ettt ettt ettt ettt et s s et enteae et be s e st eneenes 50%
Actavis AD (Balkanpharma AD), BUIZATIA .........ccceoueiiieieiieieie e 100%
Balkanpharma Dubnitsa AD, Bulgaria ............cccocooiiiiiiiiiiiicccccee 95%
Balkanpharma Troyan AD, Bul@aria ..........c.cceerieieiiiiiininenieicineeeee et 98%
Balkanpharma Razgrad AD, BUIZAaria ............cccccueoieiiininiinieniiinceccceeeeee e 94%
Balkanpharma Security AD, BUIZATia ..........cccocieiiriieiei et 100%
Balkanpharma Macedonia, Macedonia ............ccccoceuiiiiiiiiiiiniiccc s 100%
Actavis OO0 (Balkanpharma OOQ), RUSSIA .......c.ccueeiieriiriieieiieieieeeeie s ste e sieesesseesessesseesennens 100%
Colotech AS, DENIMATK ......cc.oiiiiiiieie ettt e et e et e et e e et e e e eteeeeaeeeeans 86%
Dansk Legemiddel Forsyning AS, Denmark ...........coccoueeieiririneninieniineieseeet et 100%
Fako T1aG1ari AS, TUIKEY ....o.vuiviieieceeecee et en e nes s 89%
MedisS GMDBH, GEIMNANY ......ocvevieiieieriieiesieseeteie et eteeteetesteseessesseessesseeseasessesssessesseessessesssessesseensessens 60%
Medis Ltd., ISIe OF IMAN ....o..ooiiiiiiiii ettt et e et e et e e et e e eteeeereeeeans 100%
Medis €hf., ICEIANG .......oeeieeieeeeeeeee e ettt e ettt e e e e et e et eeeeaneas 100%
Medis Danmark AS, DENMATK ..........coooooiiiiiiiiiiie e ettt e 100%
NM Pharma €hf., ICEIANG ..........cooviiiiiiieeeecee et e et eeeneeeenneeans 100%
Oculis €hf., TCEIANG ........oooeiieiiieee e ettt e e e et e e ete e e eaeeeeaanean 67%
Omega Farma ehf., ICEIand ............coooiviiieiiiiieeeee ettt nne e 100%
Zdravlje AD, SEIDIa ......coveiiiriiiiiiiic et e s e 73%
Zdravlje Trade AD, SEIDIa ........ccocivieiieiieierie ettt ettt sttt et e se s e e besseesaenseeseensesseennes 95%
Interim financial statements of Actavis Group hf. 30 June 2004 Amounts are in thousands of euro
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Notes - cont.:

Investment in associated companies

26. Investment in associated companies is specified as follows:

Book value
30 June
Ownership 2004
Primex ehf., ICEIANM .......cc.ooovmiiiieiieee e 20% 1.147
Iceland Genomics Corp., USA ..o 31% 2.936
BoO0k value @t 30 JUNE ....c..oveuiiiiiiiiiiieicc ettt 4.083
Inventories
27. Inventories are specified as follows: 30.6.2004 31.12.2003
RAW MALETIALS ...eouiiiiiiieiiieiee ettt bbbt e 29.761 32.882
WOTK 10 PIOZIESS ..ottt ete sttt et st esteseeesae e eneenseeseenaesseesaensenseensenseenes 14.672 16.919
Finished goods and goods for 1€5ale ..........c.coviriiiirieiinieee e 31.444 29.051
INVENtories at 30 JUNE ........couevieiiiiiiiiriiete ettt 75.877 78.852
Stockholders' equity
28. The nominal value of capital stock at the end of the period specifies as follows:
Number of
shares in
thousands EUR
Total capital StOCK 1SSUSM .....ecveiiieiieeiieit ettt st 2.993.780 38.522
TIEASUIY STOCK ..veuvivieiiiiieeieie ettt ettt ettt ettt eneeae st e enaesseesaenseeseennessesnnensenseas ( 203.291) ( 2.351)
Outstanding capital stock at 30 June 2004 ............cooeiiriininiieeeee e 2.790.489 36.171
29. Reconciliation of movements in stockholders' equity:
Share
premium and
Capital statutory Translation Accrued Retained
stock reserve reserve stock option earnings Total
Balance at 1 January 2004 ......... 36.113 100.903 (  28.634) 281 111.812 220.475
Treasury shares acquired ........... ( 56) ( 2.287) ( 2.343)
Redeemed stock option ............. 114 873 987
Expensed stock option ............... 21 21
Acc. currency adjustment .......... 3.689 3.689
Awarded dividend ..................... ( 3.182) ( 3.182)
Net earnings .........cceeeeeeveeverrerennns 34.075 34.075
Balance at 30 June 2004 ............ 36.171 99.489 ( 24.945) 302 142.705 253.722
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Notes - cont.:

Deferred income tax

30. The Groups' deferred tax assets and deferred tax liabilities are specified as follows:

Balance at 1 January 2004 ........ccoooiieiiierieie ettt ettt ebe et e naeesnae s
Income tax posted to INCOME StALEMENL .......ecueeueeieeeieierieeeieie et enes
INCOME tAX PAYADIE ..ocevieiiiiiieiieee ettt e te e beeste e s e sebeenbaenaeennnas
OthET CHANZES .....veeeieeiiiiiecieee ettt ettt et e st e e ae et e e s aeeesaeesseesseessnesnseenseenseensnas
Balance at 30 JUNe 2004 .......c..ccooiiiriniiieirn et

Assets  Liabilities

14.966 8.333
3.395) 5.340
1.601) ( 6.106)
1.310 120

11.280 7.687

Deferred tax assets and deferred tax liabilities arise from temporary differences in respect of the following:

INtANGIDIC ASSELS ...veeieniiiieiiett ettt sttt
Operating fiXEd ASSELS ......eecveriieeierieiiesieeteiereetete st et e et et etessessaesesseenseeseeneensesnean
CUITENE ASSELS ..vvevreeeieetieitieeieeteesteesttesteesteesseesseessseesseesseessseenseesseessseassassseenseesssensseenses
ACCTUCA SEOCK OPLIONS ....vvevieieiesiieteetiecet ettt ettt esae et ebesseensenseeseensesaeennensesnean
ShOrt-term HADIIITIES ....veervieeiieeiieieecie ettt st ae et sreeaeebeestaeensaenseeneeas
Long-term HADIIITIES ...ccveeveieeiieieeiieiese ettt ettt ae e sesseenseneens
Total deferred tax liabilities from assets and liabilities ..........ccccceecverriieriencieeciierieeeens
Carry forward inCOME taX 1OSSES ....ecveriiriieieiieiieieceeie st ete ettt se e e eeas
INVESTMENTE tAX CTEAILS ..eevvievietieiiieeieeieete e ete et et e e e eteesteesseeesaeesbeesseessaesnseeseenseenes
Balance at 30 JUNE 2004 ..........ccooiiiiieieieeieie ettt naesneen

Commitments

477 3.637
1.312) 2.839
979 1.168

0 ( 53)
1.152 29
2.034 67
3.330 7.687
1.751 0
6.199 0
11.280 7.687

31. The Company is committed to increase the share capital of its subsidiary, Colotech AS by EUR3.5 million. The

payments will be made in seven installments during the next three years.

The Company is committed on behalf of its subsidiary, Zdravlje to invest EUR20 million in Serbia during the next

four years.

The Company is committed to make equity contributions to its subsidiary, Oculis ehf., up to EUR2.2 million, in the

event that certain conditions are fulfilled.
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Notes - cont.:

Long-term liabilities

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

Loans in EUR ... et e e et e et e et e e et e et e e eteeeeteeeeaneas 105.002
L0ANS 1N USD ...ttt et ettt et e bttt e s ab e et e et e e s aaeeabeeabeeabaeeaseeabeebeeeaeeetseeabeeseenaneas 43.980
L0ANS 10 GBP ..o e e ettt et e e e taeeeraas 2.244
L0ANS 1N JPY oottt ettt e b e et ab e e b e e be e tbeebe e be e taeeabeeabeeteeerbeenreenreas 13.915
Loans in CHF ..o ettt e e e et e et e et e e eetae e eteeeeaeeeenns 12.743
L0aNS 1N SEK ..oiiiiiiiieiecece ettt ettt et e et e b e et e s tbeebeeabeesbaeeaaeeabe e beestaeeareebeenaaenrrean 1.422
L0ans i IMTL ... ettt e e e et e e et e e eaae e e etteeeeaaeeeetaeeeteeeenseeeenns 8.639
L0aNS 1N BGL ..ottt ettt et ettt e et e et e e te e ateeabe e ba e aeeetteeabeeneenaeeas 3.489
Liabilities in OthET CUITEICIES ......cccuviiieiiii ettt ettt e et e et e e et e e et e e eaee e enteeeeareeeenseeenns 4.005
Total long-term liabilities, including current MatUIItIes ..........cceoeeerererereeieinene et 195.439
Current maturities of 1ong-term HaADIlItIS .......c.eevierieriieiiieieeie ettt be e e ( 26.864)
Total 10ng-term HADIIITIES ....c.eruieieiieieiieieieee ettt e sttt e e sseentessesseensesseeneensesneensens 168.575

33. Annual maturities of long-term liabilities are specified as follows:

In the year 2004 (SIX MONTNS) ..ieviirieiiieiieeieeie ettt ettt et e st e et e esteessbeesbeesseessaesnseesseesseesssesnseeseens 15.593
I the YEAT 2005 ....eeniieeieeeeeeee ettt ettt ettt et e ae st et e s s e e sb et e et e et e st ent e seestense st ennenaeeneennens 33.161
TN thE YEAT 2000 ....ooneiiiieeiieiie ettt ettt ettt e et e bt e et e e aaeete e seeesaeeabe e baenaeeesbeenba e st entaeensaenseeneennes 31.742
I the YEAT 2007 ..eeeeiieeieiieeieie ettt ettt et et st e et e st e st e estesae st e s e s s e esse st e eseenseeseentenseestenseeseenseneeneensens 25.517
TN thEe YEAT 2008 ....oneiiieiieieetie ettt ettt e et e et et e e st e esae e teesseeesaeeate e beenseeeabeenba e st enraeenbeesaeseenees 80.013
SUDSEQUENE PAYITICIILS .....evveeieiieeieiieiesteeitetestee et eetetesseeseesseeseessesseessesseessensesseensenseaseensesssensessenssensenns 9.413
TOLAL ettt ettt et h bttt a e h e h e ket et e n e Rt ekt ehe ket enteneeae ettt e senseneeneereabeanens 195.439

Financial ratios

34. The main financial ratios for the Group are as follows: 2004 2003
1.1-30.6 1.1-30.6

EQUILY TALIO 1vvitieieeiieiecieeitete ettt ettt et e b s et e teeneessesneessesseensensesseensenneennes 0,40 0,52
(0237545 0 LA 715 (o TP PRRRRRRPPRRN 1,16 2,54
REUIN ON ©QUILY ..ottt ettt ettt et eesseesaeseeseensesseensessesnnensens 31,3% 26,5%
EBITDA oottt e et e et e e e tb e e e abee s bbeeesbaeeessseeeasaaessseeesseeensseas 62.089 43.522
EBITDA as a percentage Of FEVEINUES ........cceeeerieriirrieniieienieeieeee e eiteiesteeneeseeeseeneeseeeneens 26,5% 27,0%
Working capital provided by operating activities ..........cccceveereerererrienienieeneeeene e 48.519 36.655
Interim financial statements of Actavis Group hf. 30 June 2004 Amounts are in thousands of euro
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